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SHANGHAI JIAODA WITHUB
INFORMATION INDUSTRIAL COMPANY LIMITED*

FERREAGEEEERNDERAT
(a joint stock company incorporated in the People’s Republic of China with limited liability)
(Stock Code: 8205)

ANNUAL RESULTS ANNOUNCEMENT
FOR THE YEAR ENDED 31 DECEMBER 2019,
RESIGNATION AND PROPOSED APPOINTMENT
OF THE SUPERVISORS

CHARACTERISTICS OF THE GEM OF THE STOCK EXCHANGE OF HONG KONG
LIMITED (THE “STOCK EXCHANGE”)

GEM has been positioned as a market designed to accommodate small and mid-sized
companies to which a higher investment risk may be attached than other companies
listed on the Main Board. Prospective investors should be aware of the potential risks
of investing in such companies and should make the decision to invest only after due and
careful consideration.

Given that the companies listed on GEM are generally small and mid-sized companies,
there is a risk that securities traded on GEM may be more susceptible to high market
volatility than securities traded on the Main Board and no assurance is given that there
will be a liquid market in the securities traded on GEM.

Hong Kong Exchanges and Clearing Limited and the Stock Exchange take no responsibility
for the contents of this 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 Shanghai Jiaoda Withub
Information Industrial Company Limited* (the “Company”) collectively and individually
accept full responsibility, includes particulars given in compliance with the Rule Governing
the Listing of Securities on GEM of the Stock Exchange (“GEM Listing Rules”) for the
purpose of giving information with regard to the Company. The Directors of the Company,
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, and there are no other facts the omission of which would make
any statement herein misleading.

*  For identification purposes only



HIGHLIGHTS
FOR THE YEAR ENDED 31 DECEMBER 2019,

— turnover of the Group amounted to RMB74,496,520.52 (2018: approximately
RMB60,937,818.54) which represented an increase of 22.25%;

— the profit attributable to owners of the Company was approximately RMB
5,092,000.93 (2018: gain of approximately RMBS5,653,384.53)

— the Directors do not recommend the payment of a final dividend (2018: Nil).

The board (the “Board”) of directors (the “Directors”) of 38 KE S5 B E ER MG A RA
7] (Shanghai Jiaoda Withub Information Industrial Company Limited*) (the “Company”,
together with its subsidiaries, collectively, the “Group”) announces the audited results of the
Group for the year ended 31 December 2019, together with the comparative figures for the
year of 2018 as follows:



CONSOLIDATED BALANCE SHEET
As at 31 December 2019

Prepared by: Shanghai Jiaoda Withub Information Industrial Company Limited

Unit: RMB (Yuan)

Item Note 2019-12-31 2018-12-31
Current assets:
Cash and bank balances 35,574,519.67 51,430,479.76
Settlement payment
Lent fund
Financial assets held for trading 15,110,136.99
Derivative financial assets
Notes receivable
Accounts receivable 10 15,434,275.58 12,884,410.76
Prepayments 12,224.18 146,741.37
Provision of reinsurance receivables
Insurance premiums receivables
Reinsurance receivables
Other receivables 3,552,542.80 2,647,072.35
including: Interest receivable 70,963.41 267,981.82
Dividends receivable
buying back the sales of financial assets
Inventories 441,735.92 3,051,345.19
Contract assets
Holding assets for sale
Non-current asset maturing within one year
Other current assets 51,190.79 572,936.12
Total current assets 70,176,625.93 70,732,985.55

Non-current assets:

loans and payments on behalf

Debt investment

Other debt investment

Long-term receivables

Long-term equity investment

13,903,051.21

11,777,753.54

Other long-term equity investment

Other non-current financial assets

5,555,528.59

5,314,340.40

Investment properties

Fixed assets

167,718.82

236,718.79

Construction in progress

Biological assets for production

Fuel assets

Right-of-use assets

3,618,104.07

Intangible assets

Development expenses

Goodwill

Long-term deferred expenses

Deferred income tax assets

Other non-current assets

Total non-current assets

23,244,402.69

17,328,812.73

Total assets

93,421,028.62

88,061,798.28




CONSOLIDATED BALANCE SHEET (Continued)
As at 31 December 2019

Prepared by: Shanghai Jiaoda Withub Information Industrial Company Limited Unit: RMB (Yuan)
Item Note 2019-12-31 2018-12-31

Current liabilities:

Short-term loans

Borrowings from the Central Bank

Borrowings from banks and other financial institutions

Transactional monetary liabilities

Derivative financial liabilities

Notes payable

Accounts payables 11 9,102,938.60 12,183,388.49
Unearned revenue

Contract liability 328,301.64 889,692.29
Financial assets sold for repurchase

Payroll payable 1,310,979.24 1,311,568.04
Taxes payable 70,330.57 41,970.40
Other payables 4,720,385.68 3,072,316.55

including: Interest payable

Dividends payable

Reinsurance payable

Holding for sale liabilities

Non-current liabilities due within one year 2,202,881.32

Other current liabilities
Total current liabilities 17,735,817.05 17,498,935.77
Non-current liabilities:

Deposit for reinsurance

Long-term loans

Bonds payable

Including: Premium

Perpetual

Lease liabilities

Long-term payable

Long-term payroll payable
Estimated Liabilities
Deferred income

Deferred income tax liabilities

Other non-current liabilities

Total non-current liabilities —
Total liabilities 17,735,817.05 17,498,935.77




CONSOLIDATED BALANCE SHEET (Continued)
As at 31 December 2019

Prepared by: Shanghai Jiaoda Withub Information Industrial Company Limited

Unit: RMB (Yuan)

Item

Note

2019-12-31

2018-12-31

Shareholders’ equity:

Share capital

48,000,000.00

48,000,000.00

Other equity instruments

Including:  Premium

Perpetual

Capital reserve

77,308,349.20

77,308,349.20

Less: treasury stock

Other comprehensive income 1,527,799.97 1,459,608.20
Special reserve
Surplus reserve 222,962.29 222,962.29

General risk reserve

Undistributed profits

-51,343,773.56

-56,400,630.85

Total owners’ equity attributable to the parent company 75,715,337.90 70,590,288.84
Minority interests -30,126.33 -27,426.33
Total shareholders’ equity 75,685,211.57 70,562,862.51

Total liabilities and shareholders’ equity

93,421,028.62

88,061,798.28




BALANCE SHEET
As at 31 December 2019

Prepared by: Shanghai Jiaoda Withub Information Industrial Company Limited Unit: RMB (Yuan)

Item Note 2019-12-31 2018-12-31
Current assets:
Cash and bank balances 32,571,040.30 47,871,416.69
Financial assets held for trading 15,110,136.99
Derivative financial assets
Notes receivable
Accounts receivable 15,434,275.58 12,884,410.76
Prepayments 12,224.18 146,741.37
Other receivables 3,551,287.67 2,645,817.22
Including: Interest receivable 70,963.41 267,981.82
Dividend receivable
Inventories 441,735.92 3,051,345.19
Contract asset
Holding for sale assets
Non-current assets due within one year
Other current assets 51,190.79 572,936.12
Total current assets 67,171,891.43 67,172,667.35
Non-current assets:
Debt investment
Other debt investment
Long-term receivables
Long-term equity investment 13,903,051.21 11,777,753.54
Other long-term equity investment
Other non-current financial assets 5,555,528.59 5,314,340.40
Investment properties
Fixed assets 167,718.82 236,718.79
Construction in progress
Biological assets for production
Fuel assets
Right-of-use assets 3,618,104.07 —
Intangible assets —
Development expenses
Goodwill
Long-term deferred expenses
Deferred income tax assets
Other non-current assets —
Total non-current assets 23,244,402.69 17,328,812.73
Total assets 90,416,294.12 84,501,480.08




BALANCE SHEET (Continued)
As at 31 December 2019

Prepared by: Shanghai Jiaoda Withub Information Industrial Company Limited

Unit: RMB (Yuan)

Item

Note

2019-12-31

2018-12-31

Current liabilities:

Short-term loans

Transactional monetary liabilities

Derivative financial liabilities

Notes payable

Accounts payables

8,998,582.28

12,079,032.17

Unearned revenue

Contract liability

328,301.64

889,692.29

Payroll payable

1,201,934.66

1,202,523.46

Taxes payable

70,330.57

41,970.40

Other payables

4,515,259.43

2,867,190.30

Including: Interest payable

Dividends payable

Holding for sale liabilities

Non-current liabilities due within one year

2,202,881.32

Other current liabilities

Total current liabilities

17,317,289.90

17,080,408.62

Non-current liabilities:

Long-term loans

Bonds payable

Including:  Premium

Perpetual

Lease liabilities

Long-term payable

Long-term payroll payable

Estimated Liabilities

Deferred income

Deferred income tax liabilities

Other non-current liabilities

Total non-current liabilities

Total liabilities

17,317,289.90

17,080,408.62

Shareholders’ equity:

Share capital

48,000,000.00

48,000,000.00

Other equity instruments

Including:  Premium

Perpetual

Capital reserve

77,308,349.20

77,308,349.20

Less:treasury stock

Other comprehensive income

Special reserve

Surplus reserve

222,962.29

222,962.29

Undistributed profits

-52,432,307.27

-58,110,240.03

Total owners’ equity attributable to the parent company

73,099,004.22

67,421,071.46

Total liabilities and shareholders’ equity

90,416,294.12

84,501,480.08




CONSOLIDATED INCOME STATEMENT
2019

Prepared by: Shanghai Jiaoda Withub Information Industrial Company Limited

Unit: RMB (Yuan)

Item Note Year of 2019 Year of 2018

I. Total operating income 74,496,520.52 60,937,818.54
Including: Operating income 5 74,496,520.52 60,937,818.54

Interest revenue
Earned Premium
Charges and commission income
II. Total operating costs 73,660,015.95 57,527,418.89
Including: Operating cost 8 50,598,788.35 40,784,830.95
Interest expenses
Bank charges and commission fee
Surrender charge fee
Net payments for insurance claims
Net reserves from insurance contract
Bond insurance expense
Reinsurance costs
Tax and surcharges 8 141,048.47 89,586.87
Selling expenses 8 4,745,512.59 4,930,708.77
Administrative expenses 8 13,196,742.71 8,632,611.19
Research and development expenses 8 5,140,632.64 3,130,221.43
Financial expenses 5/8 -162,708.81 -938,424.68
Including:  Interest expenses 199,704.10
Interest revenue 388,175.81 940,644.51
Add:  Other gain 169,661.81
Investment income (losses are represented by “-”) 2,558,392.59 2,217,812.38
Including: Income from investment in associates and joint
ventures 2,125,297.67 2,007,812.38
Gains on termination of financial assets
measured at amortized cost
Exchange gain (losses are represented by “-”)
Net hedging return (losses are represented by “-”)
Profit and loss from fair value changes(losses are represented
by “-”) 518 351,325.18 -172,019.09
Loss of credit impairment (losses are represented by “-”) 518 1,131,680.13 -875,997.18
Loss on assets impairment (losses are represented by “-”) 8 — -21,887.18
Asset disposal gain (losses are represented by “-”)

III. Operating profit (losses are represented by “-”) 5,047,564.28 5,456,192.94
Add: Non-operating income 5 204,337.19 322,849.90
Less: Non-operating expense 8 162,600.54 128,358.31

IV. Total profit (losses are represented by “-” 5,089,300.93 5,650,684.53
Less: Income tax expenses —

V. Net Profit (losses are represented by “-” 5,089,300.93 5,650,684.53

1. Classified by continuing operation 5,089,300.93 5,650,684.53
1. Net profit from continues operation (losses are represented by “-”) 5,089,300.93 5,650,684.53
2.Net profit from discontinued operation (losses are represented by

w7

2. Classified by ownership 5,089,300.93 5,650,684.53
1.Net profit attribute to the equity holders of the parent company 5,092,000.93 5,653,384.53
2.Minority interests -2,700.00 -2,700.00




CONSOLIDATED INCOME STATEMENT (Continued)
2019

Prepared by: Shanghai Jiaoda Withub Information Industrial Company Limited

Unit: RMB (Yuan)

Item Note Year of 2019 Year of 2018
VI. Other comprehensive income, net of tax 68,191.77 181,528.40
Other comprehensive income, net of tax attribute to the equity
holders of the parent company 68,191.77 181,528.40
(1) Other comprehensive income that will not be reclassified
subsequently to profit or loss —
1. Changes in net liabilities or net assets arising from the
re-measurement of defined benefit plans
2. Share of other comprehensive income (that will not be
reclassified subsequently to profit or loss) of investees
accounted for using equity method
3. Gains or losses from changes in fair value of other equity
investments
4. Gains or losses from changes in the fair value of the
company’s own credit
5. Others
(2) Other comprehensive income that may be reclassified
subsequently to profit or loss 68,191.77 181,528.40
1. Shares of other comprehensive income of investees that
may be reclassified to profit or loss under the equity
method subsequently
2. Gains or losses from changes in fair value of other debt
investments
3. Gains or losses from reclassifying financial assets
4. Gains or losses from credit impairment of other debt
investments
5. Effective portion of cash flow adjusted for hedging gains
or losses
6. Exchange differences from retranslation of financial
statements 68,191.77 181,528.40
7. Others
Other comprehensive income attributable to minority
shareholders,net of tax
VII. Total comprehensive income 5,157,492.70 5,832,212.93
Total comprehensive income attributable to the shareholders of
the parent company 5,160,192.70 5,834,912.93
Total comprehensive income attributable to the minority
shareholders -2,700.00 -2,700.00
VIII. Earnings per share:
(1) Basic earnings per share 0.0106 0.0118
(2) Diluted earnings per share 0.0106 0.0118




INCOME STATEMENT
2019

Prepared by: Shanghai Jiaoda Withub Information Industrial Company Limited

Unit: RMB (Yuan)

Item Note Year of 2019 Year of 2018
I. Operating income 74,496,520.52 60,937,818.54
Including: Operating cost 50,598,788.35 40,784,830.95
Taxes and surcharges 141,048.47 89,586.87
Selling expenses 4,745,512.59 4,930,708.77
Administrative expenses 13,196,430.12 8,632,522.54
Research and development expenses 5,140,632.64 3,130,221.43
Financial expenses -173,228.24 -926,624.45
Including:  Interest expenses 199,704.10
Interest revenue 380,297.25 935,459.02
Add: Other gain 169,661.81
Investment income (losses are represented by “-”) 2,558,392.59 2,217,812.38
Including: Income from investment in associates and joint
ventures Exchange gain 2,125,297.67 2,007,812.38
Gains on termination of financial assets measured at amortized
cost
Net hedging return (losses are represented by “-”)
Profit and loss from fair value changes(losses are represented
by “-”) 351,325.18 -172,019.09
Loss of credit impairment (losses are represented by “-”) 1,744,623.58 -478,644.90
Loss on assets impairment (losses are represented by “-”) -21,887.18
Asset disposal gain
II. Operating profit (losses are represented by “-”) 5,671,339.75 5,841,833.64
Add: Non-operating income 204,337.19 322,849.90
Less: Non-operating expenses 162,600.54 128,358.31
I11. Total profit (losses are represented by “-”) 5,713,076.40 6,036,325.23
Less: Income tax expenses
IV. Net Profit (losses are represented by “-”) 5,713,076.40 6,036,325.23
(1) Net profit from continued operation (losses are represented by “-”) 5,713,076.40 6,036,325.23
(2) Net profit from discontinued operation (losses are represented by “-”)
V. Other comprehensive income, net of tax —
(1) Other comprehensive income that will not be reclassified subsequently
to profit or loss —
1. Changes in net liabilities or net assets arising from the
re-measurement of defined benefit plans
2. Share of other comprehensive income (that will not be reclassified
subsequently to profit or loss) of investees accounted for using
equity method
3. Gains or losses from changes in fair value of other equity
investments
4. Gains or losses from changes in the fair value of the company’s
own credit
5. Others
(2) Other comprehensive income that will be reclassified to profit or loss
in subsequent periods —
1. Shares of other comprehensive income of investee that may be
reclassified to profit or loss under the equity method subsequently
2. Gains or losses from changes in fair value of other debt investments
3. Gains or losses from reclassifying financial assets
4. Gains or losses from credit impairment of other debt investments
5. Effective portion of cash flow adjusted for hedging gains or losses
6. Exchange differences from retranslation of financial statements
7. Others
VI. Total comprehensive income 5,713,076.40 6,036,325.23

VII. Earnings per share:

(1) Basic earnings per share

(2) Diluted earnings per share




CONSOLIDATED CASH FLOW STATEMENT
2019

Prepared by: Shanghai Jiaoda Withub Information Industrial Company Limited

Unit: RMB (Yuan)

Item

Note

Year of 2019

Year of 2018

I. Cash flows from operating activities

Cash received from sales of goods and rendering of services

77,318,387.83

64,233,887.95

Net increase in customer deposit and inter-bank deposit

Net increase in borrowings from central bank

Net increase in borrowings from other financial institutions

Cash received from insurance contract premium

Net cash receive from reinsurance business

Net increase in insurance deposit and investment funds

Cash received of interest, charges and commission

Net increase in borrowings from other banks

Net increase in funds for repurchasing business

Net income from buying and selling securities as broker

Refund of taxes and surcharges

Cash received relating to other operating activities

59,350.29

862,881.93

Sub-total of cash inflows from operating activities

77,377,738.12

65,096,769.88

Cash paid for goods and services

48,825,086.64

44,990,766.54

Net increase in customer loans and advances

Net increase in savings in central bank and inter-bank

Cash paid for insurance contract

Net increasing from financial assets held for trading purpose

Cash for lendings to banks and other financial institutions

Cash paid for interest, charges and commission

Cash paid for dividend of the insurance

Cash paid to and on behalf of employees

21,760,002.33

18,102,751.96

Payments of tax charges

744,863.32

2,215,081.99

Cash paid relating to other operating activities

5,432,675.13

5,904,846.07

Sub-total of cash outflows from operating activities

76,762,627.42

71,213,446.56

Net cash flows from operating activities

615,110.70

-6,116,676.68

II. Cash flows from investing activities

Cash received from disposal of investments

Cash received from returns on investments

433,094.92

210,000.00

Net cash received from disposal of fixed assets, intangible
assets and other long-term assets

6,446.90

Net cash received from disposal of subsidiaries and other
operating entities

Cash received relating to other investing activities

31,994,429.63

6,367,530.60

Sub-total of cash inflows from investing activities

32,427,524.55

6,583,977.50

Cash paid to acquire fixed assets, intangible assets and other
long-term assets

61,383.95

45,537.26

Cash paid to acquire investments

Net increase in mortgage loan

Net cash paid to acquire subsidiaries and other operating entities

Cash paid relating to other investing activities

20,571,878.08

Sub-total of cash outflows from investing activities

20,633,262.03

45,537.26

Net cash flows from investing activities

11,794,262.52

6,538,440.24




CONSOLIDATED CASH FLOW STATEMENT (Continued)
2019

Prepared by: Shanghai Jiaoda Withub Information Industrial Company Limited Unit: RMB (Yuan)

Item

Note

Year of 2019

Year of 2018

I1I. Cash flows from financing activities

Cash received from capital contributions

Including: cash received from subsidiaries absorbing minority
shareholders’ investments

Cash received from borrowings

Cash received from issuing of bonds

Cash received from other financing activities

Sub-total of cash inflows from financing activities

Cash repayments of borrowings

Cash payments for distribution of dividends or profits and
interest expenses

Including: Dividends and profits paid by subsidiaries to minority
interests

Cash paid to other financing activities

2,416,723.40

Sub-total of cash outflows from financing activities

2,416,723.40

Net cash flows from financing activities

-2,416,723.40

IV. Effect of foreign exchange rate changes on cash and cash
equivalents

48,097.50

163,683.03

V. Net increase in cash and cash equivalents

10,040,747.32

585,446.59

Add: Cash and cash equivalents at beginning of period

19,961,894.27

19,376,447.68

VI. Cash and cash equivalent at end of period

30,002,641.59

19,961,894.27




CASH FLOW STATEMENT
2019

Prepared by: Shanghai Jiaoda Withub Information Industrial Company Limited

Unit: RMB (Yuan)

Item

Note

Year of 2019

Year of 2018

I. Cash flows from operating activities:

Cash received from sales of goods and rendering of services

77,318,387.83

64,233,887.95

Refund of taxes and surcharges

Cash received relating to other operating activities 51,471.73 857,696.44
Sub-total of cash inflows from operating activities 77,369,859.56 65,091,584.39
Cash paid for goods and services 48,827,628.22 45,017,138.86
Cash paid to and on behalf of employees 21,760,002.33 18,102,751.96
Payments of tax charges 744,863.32 2,215,081.99
Cash paid relating to other operating activities 4,818,573.79 5,505,480.18
Sub-total of cash outflows from operating activities 76,151,067.66 70,840,452.99
Net cash flows from operating activities 1,218,791.90 -5,748,868.60
II. Cash flows from investing activities
Cash received from disposal of investments
Cash received from returns on investments 433,094.92 210,000.00
Net cash received from disposal of fixed assets, intangible
assets and other long-term assets — 6,446.90
Net cash received from disposal of subsidiaries and other
operating entities
Cash received relating to other investing activities 31,994,429.63 6,367,530.60
Sub-total of cash inflows from investing activities 32,427,524.55 6,583,977.50
Cash paid to acquire fixed assets, intangible assets and other
long-term assets 61,383.95 45,537.26
Cash paid to acquire investments
Net cash paid to acquire subsidiaries and other operating entities
Cash paid relating to other investing activities 20,571,878.08 —
Sub-total of cash outflows from investing activities 20,633,262.03 45,537.26
Net cash flows from investing activities 11,794,262.52 6,538,440.24
I1I. Cash flows from financing activities
Cash received from capital contributions
Cash received from borrowings
Cash received from issuing of bonds
Cash received from other financing activities
Sub-total of cash inflows from financing activities — —
Cash repayments of debts
Cash payments for distribution of dividends or profits and
interest expenses
Cash paid to other financing activities 2,416,723.40
Sub-total of cash outflows from financing activities 2,416,723.40 —
Net cash flows from financing activities -2,416,723.40 —
IV. Effect of foreign exchange rate changes on cash and cash
equivalents — -12.75
V. Net increase in cash and cash equivalents 10,596,331.02 789,558.89

Add: Cash and cash equivalents at beginning of period

16,402,831.20

15,613,272.31

VI. Cash and cash equivalent at end of period

26,999,162.22

16,402,831.20
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NOTES:

1.

BASIC CORPORATE INFORMATION

Shanghai Jiaoda Withub Information Industrial Co., Ltd. (hereinafter referred to as the
“Company”) is an incorporated company jointly invested by Shanghai Jiaotong
University, Shanghai Technology Venture Capital Company Limited, Shanghai Xin
Xuhui (Group) Co., Ltd., Shanghai Huixin Investment Management Co., Ltd., and
Shanghai Jiaoda Angli Co., Ltd. after Shanghai Municipal Government issuing the
approval document “Ti Gai Shen (1998) No. 040”. The Company received the Business
License with No. 310000400192903 from Shanghai Administration for Industry &
Commerce on 4 May 1998. The registered capital on establishment was RMB 10 million.

On 26 October 1999, the Company increased the registered capital by RMB20 million.
On 31 August 2001, the Company raised a total of RMB6 million from 6 natural person
through private placement. After the replenishment, the Company’s total registered
capital is RMB36 million.

On 7 July 2002, the board of directors approved a 1 to 10 stock split plan. Stock price
decreased from RMBI1 to RMBO.1.

On 31 July 2002, the Company was listed on GEM of the Stock Exchange of Hong Kong
Limited, and issued 132 million foreign shares with a par value of RMBO0.1 per share
and total value of RMB13.2 million, and meanwhile, some of the original shareholders
filed a share placement of 12 million with a total value of RMB1.2 million. Upon the
issuance, the registered capital and share capital of the Company increased to RMB48

million, and total capital shares increased to 480 million.

By the end of 31 December 2019, the total equity of the Company was 480 million
shares, including 348 million unlisted shares, representing 72.5% of the equity, and 132
million outstanding public H shares, representing 27.5% of the equity.

The registered address of the Company: 2/F, Building 7, No. 471 Guiping Rd.,

Shanghai; the legal representative: Zou Yimin.



3.1

The Company’s business scope mainly includes: information security in the electronic
information industry, research and development of information management technology,
product design, production and engineering undertaking of related technologies,
software development and production (except audio and video products, electronic
publications), intelligent integration of computer internet, network product design and
production, software programming, technical services, sales agency products,
construction of mechanical and electrical installation engineering, integration of design
and construction of decoration and construction engineering project and web design.
Items subject to approval according to laws shall only be carried out after approval by

relevant authorities.

The Company is mainly engaged in business solution and application software
development, and installment and maintenance of internet and data safety product, sales

of electrical products and accessories.
SCOPE OF THE CONSOLIDATED FINANCIAL STATEMENTS

The scope of the Company’s consolidated financial statements during the reporting
period includes Jiaoda Withub (Hong Kong) Limited, Shanghai Withub Zhirui Hi-Tech
Co., Limited, and Shanghai Withub Information and Professional Training School.

Shanghai Withub Zhirui Hi-Tech Co., Limited, and Shanghai Withub Information and
Professional Training School suspended their operations during the reporting period.

BASIS OF PREPARATION OF FINANCIAL STATEMENTS
Basis for preparation

The Company’s financial statements are prepared on a going concern basis and based on
actual transactions and events, in accordance with the Accounting Standards other
related rules for Business Enterprises promulgated by the Ministry of Finance of
People’s Republic of China; (hereinafter referred to as “ASBEs”), and the disclosure
requirements are in according to the “Regulation on the Preparation of Information
Disclosures of Companies Issuing Public Shares, No. 15: General Requirements for
Financial Reports” (revised in 2014) of China Securities Regulatory Commission, and
are in according to Hong Kong “Company Ordinance” and Hongkong Stock Exchange’s
“GEM Listing Rules” > and are prepared as described in this notes “4. SIGNIFICANT
ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES”.
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3.2

4.1

4.2

4.3

4.4

Going concern

The Company has a record of continuing operation recently and adequate financial
resource to support its operation, thus the Company has the ability to continue as a
going concern in 12 months from the end of the reporting period, and it is reasonable

to prepare the financial statements on a going concern basis.

SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES

The specific accounting policies and accounting estimation prepared by the Company
based on actual production and operation characteristics include recognition and
measurement on: bad debt provisions of receivables, measurement of inventories
transferred out, classification and depreciation method of fixed assets, amortization of

intangible assets, recognition and measurement of revenues, etc.

Statement of compliance with the Accounting Standards for Business Enterprises
The financial statements prepared by the Company comply with the Accounting
Standards for Business Enterprises and give a true and fair view of the financial
position, operating results, cash flows and other relevant information of the Company.

Accounting period

The accounting period of the Company is from 1 January to 31 December of the calendar

year.

Operating cycle

The Company’s business has a relatively short operating cycle,with 12 months as the

liquidity classification criterion for assets and liabilities.

Reporting currency

The reporting currency of the Company and its domestic subsidiaries is RMB. The
reporting currency for the overseas business is the currency of the place where they are

located.

The overseas subsidiaries use the reporting currency of the country where they are
located. When preparing the consolidated financial statements of the Company, the
statements in foreign currency of overseas subsidiaries were translated in according to

the translation method as described in this notes 4.8(2).



4.5 Financial assets and financial liabilities

When the Company becomes a party in the financial instrument contract, a financial

asset or financial liability will be recognized.

(1) Financial assets

1)

Classification of financial assets, basis of recognition and method of

measurement

The Company classifies financial assets into financial assets measured at amortized
cost based on the business pattern of the management of the financial assets and the
contractual cash flow characteristics of the financial assets, and the financial assets
measured at fair value and whose changes are included in other comprehensive
income, Financial assets whose value is measured and whose changes are included
in the current profit and loss.

The Company classifies financial assets that meet the following conditions into
financial assets measured at amortized cost: 1. The business model for managing
the financial assets is to collect contractual cash flows. 2. The contractual terms of
the financial assets stipulate that the cash flow generated on a specific date is only
the payment of the principal and the interest based on the outstanding principal
amount. Such financial assets are initially measured at fair value, and related
transaction costs are counted to the initial recognition amount; they are
subsequently measured at amortized cost. Except for those designated as hedged
items, the margin between the initial amount and the amount due is amortized in
accordance using the actual interest rate method. Amortisation, impairment,
exchange gains and losses, and gains or losses arising from derecognition are
recognised in profit or loss.

The Company classifies financial assets that meet the following conditions into
financial assets that are measured at fair value and whose changes are included in
other comprehensive income: 1. The business model for managing the financial
assets is not only to collect contractual cash flows but also to sell the financial
assets. For the goal. 2. The contractual terms of the financial assets stipulate that
the cash flow generated on a specific date is only the payment of the principal and
the interest based on the outstanding principal amount. Such financial assets are
initially measured at fair value, and related transaction costs are included in the
initial recognition amount. Except for those designated as hedged items, such
financial assets, other than credit impairment losses or gains, exchange gains and
losses and interest on the financial assets calculated according to the actual interest
rate method, are included in other gains or losses. When the financial assets are
derecognised, the accumulated gains or losses previously recognised in other
comprehensive income should be transferred from other comprehensive income and
recognised in profit or loss.



The company recognizes interest income according to the actual interest rate
method. Interest income is calculated based on the book balance of financial assets
multiplied by the actual interest rate, except for the following cases: 1. For a
purchased or sourced financial asset that has suffered credit impairment, from the
initial recognition, according to the amortized cost of the financial asset and The
interest rate is determined by the credit-adjusted real interest rate calculation. 2.
For a financial asset that has not suffered credit impairment at the time of purchase
or source, but has become credit impaired in the subsequent period, in the
subsequent period, the interest income is calculated according to the amortized cost
of the financial asset and the actual interest rate.

The Company assigns non-trading equity instrument investments as financial assets
measured at fair value through other comprehensive income. Once the designation
is made, it cannot be revoked. The non-trading equity instrument investment
designated by the Company at fair value through profit or loss is recognised
initially at fair value, and related transaction expense is included in the initial
recognition amount; Except for the current profit and loss, other related gains and
losses (including exchange gains and losses) are included in other comprehensive
income and may not be transferred to the current profits and losses. When it is
derecognised, the accumulated gain or loss previously included in other
comprehensive income is transferred from other comprehensive income and is
included in retained earnings.

Except for the above-mentioned financial assets that are measured at amortized
cost and financial assets that are measured at fair value and whose changes are
included in other comprehensive income, the Company classifies them as measured
at fair value Financial assets that are included in the current profit and loss. Such
financial assets are initially measured at fair value, and related transaction costs are
directly recognised in profit or loss. The gains or losses on such financial assets are
included in the current profits and losses.

If the contingent consideration recognized in a business combination not under the

same control constitutes a financial asset, the financial asset is classified as
financial assets measured at fair value through profit or loss.



2)

3)

Recognition basis and measurement method of transfer of financial assets

The Company will terminate the recognition of financial assets that meet one of the
following conditions: 1. The contractual right to receive the cash flow of the
financial assets is terminated; 2. When the financial assets are transferred, the
Company transfers almost all the risks and rewards of the ownership of the
financial assets; 3. Financial assets in the event of a transfer, the company neither
transferred nor retained almost all the risks and rewards of ownership of the
financial assets, and did not retain control over the financial assets.

If the overall transfer of financial assets meets the conditions for derecognition, the
book value of the transferred financial assets, and the consideration received as a
result of the transfer and the amount of the fair value changes directly included in
other comprehensive income The contractual terms of the transferred financial
assets stipulate that the difference between the cash flow generated on a specific
date and the payment of the principal and the interest based on the outstanding
principal amount is included in the current profit and loss.

If the partial transfer of financial assets meets the conditions for derecognition, the
book value of the transferred financial assets will be apportioned between the
derecognised portion and the non-recognised portion according to their respective
fair values, and the consideration received as a result of the transfer. And the
amount corresponding to the derecognition part of the cumulative amount of
changes in fair value that should be allocated to other comprehensive income,
which should be allocated to the derecognition part (the contractual terms relating
to the transferred financial assets stipulate that the cash flow generated on a
specific date is only the principal. The difference between the sum of the payment
and the amount of the interest on the basis of the outstanding principal amount is
recognised in profit or loss for the current period.

Testing methodology and accounting for impairment of financial assets
(excluding receivables)

Except for financial assets at fair value through profit or loss, the Company
recognises loss allowances for expected credit loss on financial assets on the
balance sheet date.

The Company considers all reasonable and evidenced information, including
forward-looking information, to estimate the expected credit losses of financial
assets measured at amortized cost and financial assets (debt instruments) measured
at fair value through other comprehensive income, either individually or in
combination. The measurement of expected credit losses depends on whether the
financial assets have increased significantly since the initial recognition.



2)

1)

If the credit risk of the financial instrument has increased significantly since the
initial recognition, the Company measures its loss provision at the amount
equivalent to the expected credit loss for the entire life of the financial instrument;
If the credit risk of the financial instrument has not increased significantly since
the initial confirmation, the Company measures its loss provision at the amount
equivalent to the expected credit loss for the financial instrument over the next 12
months. The increase or return of the loss provision resulting therefrom shall be
credited to the current profit or loss as an impairment loss or gain.

Usually more than 30 days overdue, the Company considers that the credit risk of
the financial instrument has significantly increased, unless there is conclusive
evidence that the credit risk of the financial instrument has not increased
significantly since the initial recognition

If the credit risk of a financial instrument on the balance sheet date is low, the
Company does not consider that the credit risk of the financial instrument has
increased significantly since its initial recognition.

Financial Liabilities
Classification of financial liabilities, recognition basis and measure method

Financial liabilities of the Company are classified as financial liabilities at fair
value through profit or loss and other financial liabilities on initial recognition.

Financial liabilities at fair value through profit or loss include trading financial
liabilities and financial liabilities held-for-trading and those designated as fair
value through profit or loss on initial recognition. They are subsequently measured
at fair value. The net gain or loss arising from changes in fair value; dividends and
Interest expenditure related to such financial liabilities are recorded in profit or
loss for the period in which they are incurred.

Other financial liabilities are subsequently measured at amortized cost using the
effective interest method. In addition to the following, the Company classifies
financial liabilities as financial liabilities measured at amortized cost: (1) Financial
liabilities measured at fair value through profit or loss, including transaction
financial liabilities (including derivative financial liabilities) The instrument is a
financial liability that is measured at fair value through profit or loss. (2) Financial
assets that do not meet the conditions for derecognition transfer or continue to be
involved in the financial liabilities formed by the transferred financial assets. (3)
Financial guarantee contracts that do not fall into the above 1 or 2 cases, and loan
commitments that are not subject to the above 1 situation and are loans at a lower
than market rate.

Other financial liabilities are subsequently measured at amortized cost using the
effective interest method.
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2)

(3)

Conditions of de-recognition of financial liabilities

A financial liability or a part of financial liability is derecognized when and only
when the obligation specified in the contract is discharged or cancelled. An
agreement between the Company and a lender to replace the original financial
liability with a new financial liability with substantially different terms is
accounted for as an extinguishment of the original financial liability and the
recognition of a new financial liability. As for substantive changes made to the
contract terms (whole or in part) of the existing financial liabilities, the existing
financial liabilities (or part of it) will be derecognized. And financial liabilities
after term revision will be recognized as a new financial liability. The difference
between the carrying amount of the financial liability derecognized and the
consideration paid is recognized in profit or loss for the period.

When financial liabilities is derecognised in full or in part, the difference between
the carrying amount of the financial liabilities derecognised and the consideration
paid (including transferred non-cash assets or new financial liability) is recognised
in profit or loss for the current period.

Method for determination of fair values of financial assets and financial
liabilities

Fair values of financial assets and financial liabilities of the Company are
measured at the prices in principal market. In case there is no principal market, fair
values of financial assets and financial liabilities are calculated using the price
which is the most beneficial to the market, and using valuation technology which
is the most appropriate at that time and with sufficient available data and other
information. The inputs which are used to measure the fair value have been divided
into 3 levels by the Company: Level 1-inputs consist of unadjusted quoted prices
in active markets for identical assets or liabilities. Level 2-inputs are quoted prices
for the asset or liability (other than those included in Level 1) that are either
directly or indirectly observable. Level 3-inputs are unobservable inputs to the
related assets or liabilities. The Level 1 inputs are the first priority to use by the
Group, and level 3 inputs will be the last one to use. The level to which the results
of measurement of fair value belong is subject to the lowest level to which the
inputs having great significance to the measurement of fair value as whole belong.

The Company’s investment in equity instruments is measured at fair value.
However, in limited circumstances, if the short-term information used to determine
the fair value is insufficient, or the possible estimated amount of fair value is
widely distributed, and the cost represents the best estimate of the fair value within
the scope, the cost may represent Appropriate estimates of fair value within this
distribution.



4)

(5)

Offset of financial assets and financial liabilities

The company’s financial assets and financial liabilities are presented separately in
the balance sheet and are not offset. However, when the following conditions are
met, the net amount after offsetting is presented in the balance sheet: (1) The
company has the statutory right to offset the confirmed amount, and the statutory
right is currently enforceable; (2) The company plans to settle the net assets or
realize the financial assets and pay off the financial liabilities at the same time.

Distinction between financial liabilities and equity instruments and related
treatment methods

The Company distinguishes financial liabilities and equity instruments according
to the following principles: (1) If the Company cannot unconditionally avoid the
delivery of cash or other financial assets to perform a contractual obligation, the
contractual obligation is in line with the definition of financial liabilities. Some
financial instruments, although not explicitly containing the terms and conditions
of delivery of cash or other financial assets obligations, may indirectly form
contractual obligations through other terms and conditions. (2) If a financial
instrument is required or can be settled by the company’s own equity instruments,
it is necessary to consider the company’s own equity instruments used to settle the
instrument, whether it is a substitute for cash or other financial assets, or to make
the holder of the tool owns remaining interest in the assets of the issuer after
deducting all liabilities. In the former case, the instrument is the issuer’s financial
liability; if it is the latter situation, the instrument is the issuer’s equity instrument.
In some cases, a financial instrument contract requires the company to settle the
financial instrument with or with its own equity instrument, where the amount of
contractual or contractual obligations equals the number of equity instruments
available or to be delivered multiplied by its settlement. The fair value of the
contract is classified as a financial liability, regardless of whether the amount of
the contractual rights or obligations is fixed or is based, in whole or in part, on
changes in variables other than the market price of the Group’s own equity
instruments.

When the company classifies financial instruments (or their components) in a
consolidated statement, it considers all the terms and conditions between the
company’s members and the holders of financial instruments. If the company
which seemed as whole entity assumes the obligation to settle cash, other financial
assets, or other means of causing the instrument to become a financial liability
because of the instrument, the instrument should be classified as a financial
liability.

Financial instruments or their components are financial liabilities, related interest,
dividends (or dividends), gains or losses, and gains or losses arising from
redemption or refinancing, etc., the Company is included in the current profits and
losses.
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Where a financial instrument or a component thereof is an equity instrument, the
company’s issuance (including refinancing), repurchase, sale or cancellation is
treated as a change in equity and does not recognize changes in the fair value of
the equity instrument.

4.6 Accounts receivable

Method for determining the expected credit losses of accounts receivable and
accounting treatment methods.

The Company’s receivables formed by transactions regulated by the ‘“Accounting
Standards for Business Enterprises No. 14 — Revenue Standards” and which do not
contain significant financing components are always measured at the amount of the

expected credit losses for the entire duration of the period.

The judgment of whether the credit risk has increased significantly since the initial
confirmation. The Company determines whether the financial instrument credit risk has
increased significantly by comparing the probability of default of the financial
instrument at the initial recognition period and the probability of default of the
instrument during the expected life period determined on the balance sheet date.
However, if the company determines that the financial instrument has only a low credit
risk on the balance sheet date, it can be assumed that the credit risk of the financial
instrument has not increased significantly since the initial recognition. In general, if the
overdue period exceeds six months, it indicates that the credit risk of financial
instruments has increased significantly. Unless the Company obtains reasonable and
evidenced information without unnecessary additional costs or effort, it proves that even
if the overdue period exceeds six months, the credit risk has not increased significantly
since the initial recognition. In determining whether the credit risk has increased
significantly since the initial recognition, the Company considers reasonable and
evidence-based information, including forward-looking information, that can be
obtained without unnecessary additional costs or effort. The information considered by
the company includes the credit period, and the company usually gives a credit period
of six months.

A portfolio-based assessment. For accounts receivable, the Company is unable to obtain
sufficient evidence of a significant increase in credit risk at a reasonable cost at the
individual instrument level, and it is feasible to assess whether the credit risk is
significantly increased on a portfolio basis. The corresponding receipts are grouped and
combined into the basis for consideration is to assess whether credit risk has increased
significantly. According to the type of financial instrument, credit risk rating, collateral
type, initial confirmation date, and remaining contract term as the common risk
characteristics, the receivables are grouped, and the credit risk is significantly increased
based on the combination.
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Expected credit loss measurement. The expected credit loss refers to the weighted
average of the credit losses of financial instruments that are weighted by the risk of
default. Credit loss refers to the difference between all contractual cash flows receivable
from the contract and all cash flows expected to be received by the Company at the
original effective interest rate, that is, the present value of all cash shortages.

The Company calculates the expected credit losses of the accounts receivable on the
balance sheet date. If the expected credit losses are greater than the carrying amount of
the current receivables impairment provision, the Company recognizes the difference as
For the collection of receivables impairment losses, debit “credit impairment losses”,
credit “debt provision”. On the contrary, the company recognizes the difference as an
impairment gain and makes the opposite accounting record.

The Company incurred credit losses and determined that the relevant accounts
receivable could not be recovered. If it was approved for written-off, according to the
approved write-off amount, debit “debt reserve preparation” and credit “accounts
receivable”. If the write-off amount is greater than the provision for loss, the “credit
impairment loss” is debited on the difference.

Based on the actual credit losses of previous years and considering the forward-looking
information of the current year, the accounting estimation policy for measuring
expected credit losses is:

Overdue 1 day to Overdue over
Project Not overdue 6 months 6 months
Default loss rate 0% 0% 100.00%

Other receivables

Determination method and accounting treatment of expected credit losses of other
receivables.

The Company measures the loss of other receivables according to the following
circumstances: (1) Financial assets that have not increased significantly since the initial
recognition, the Company measures the loss according to the amount of expected credit
losses in the next 12 months; (2) Credit risk is initially confirmed After the financial
assets have increased significantly, the Company measures the loss according to the
amount of expected credit losses for the entire duration of the financial instrument; (3)
the financial assets that have been credit-depleted after purchase or source, the company
is equivalent to the entire surviving The amount of expected credit losses during the
period is measured for loss.



A combination-based assessment. For other receivables, the company is unable to obtain
sufficient evidence of a significant increase in credit risk at a reasonable cost at the
individual instrument level, and it is feasible to assess whether the credit risk is
significantly increased on a portfolio basis, so the company according to the type of
financial instrument, credit Risk rating, type of collateral, initial confirmation date,
remaining contract term, industry in which the borrower is located, geographical
location of the borrower, loan mortgage rate are common risk characteristics, grouping
other receivables and considering the combination Assess whether credit risk has

increased significantly.

Expected credit loss measurement. The expected credit loss refers to the weighted
average of the credit losses of financial instruments that are weighted by the risk of
default. Credit loss refers to the difference between all contractual cash flows receivable
from the contract and all cash flows expected to be received by the Company at the

original effective interest rate, that is, the present value of all cash shortages.

The Company calculates the expected credit loss of other receivables on the balance
sheet date. If the expected credit loss is greater than the carrying amount of the current
other receivables impairment provision, the Company recognizes the difference as other
receivables impairment losses, it will debit “credit impairment loss” and credit “debt
provision”. On the contrary, the company recognizes the difference as an impairment

gain and makes the opposite accounting record.

The Company incurred credit losses and determined that other related receivables could
not be recovered. If it is approved for write-off, it will debit “debt provision” and credit
“other receivables” according to the approved write-off amount. If the write-off amount
is greater than the provision for loss, the “credit impairment loss” is debited on the

difference.

Based on the actual credit losses of previous years and considering the forward-looking
information of the current year, the accounting estimation policy for measuring

expected credit losses is:

Overdue 1 day to Overdue over
Project Not overdue 6 months 6 months
Default loss rate 0% 0% 100.00%
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4.8 Inventories

4.9

The inventories of the Company mainly include stock goods, etc.

The Company maintains a perpetual inventory system. Inventories are recorded at cost

of purchase when received. Actual cost is calculated using weighted average method
when the inventories are acquired or sent out. The low-valued consumables are
amortized by one time transfer method.

The net realizable value of merchandise inventory which are directly used for sale such
as merchandise and materials for sale, is determined based on the estimated selling price

of such inventories after deducting its estimated selling costs and related taxes.

Contract assets

(1)

2)

Method and standard for confirmation of contract assets

Contract assets refer to the right of the company to transfer the goods to the
customer and have the right to receive the consideration, and the rights depend on
other factors than the passage of time. If the company sells two clearly
distinguishable items to the customer, it has the right to receive the payment
because one of the goods has been delivered, However, the payment of this amount
also depends on the delivery of another commodity, the Company seen this right of
receivables as contract assets.

Method for determining expected credit losses of contract assets and
accounting treatment methods

The method for determining the expected credit loss of contract assets: the
judgment of whether the credit risk has increased significantly since the initial
confirmation. The Company determines whether the credit risk of contract assets
has increased significantly by comparing the default probability of the contractual
assets at the initial recognition period and the probability of default in the expected
duration determined on the balance sheet date. However, if the company determines
that the contract asset has only a low credit risk on the balance sheet date, it can
be assumed that the credit risk of the contract asset has not increased significantly
since the initial confirmation. Normally, if the overdue period is more than one
year, the credit risk of the contract asset has increased significantly. Unless the
Company obtains reasonable and evidence-based information without unnecessary
additional costs or effort, it proves that even if the overdue period exceeds one
year, the credit risk has not increased significantly since the initial confirmation.
In determining whether the credit risk has increased significantly since the initial
recognition, the Company considers reasonable and evidence-based information,
including forward-looking information, that can be obtained without unnecessary
additional costs or effort.



A combination-based assessment. For contract assets, the company is unable to
obtain sufficient evidence of a significant increase in credit risk at a reasonable
cost at the individual instrument level, and it is feasible to assess whether the credit
risk is significantly increased on a portfolio basis, so the company follows the type
of financial instrument and credit risk rating. The type of collateral, the initial
confirmation date, and the remaining contract period are common risk
characteristics. Group the contract assets and consider whether the credit risk is

significantly increased based on the combination.

Expected credit loss measurement. The expected credit loss refers to the weighted
average of the credit losses of financial instruments that are weighted by the risk
of default. Credit loss refers to the difference between all contractual cash flows
receivable from the contract and all cash flows expected to be received by the
Company at the original effective interest rate, i.e. the present value of all cash

shortages.

Accounting treatment method, the company calculates the expected credit loss of
contract assets on the balance sheet date. If the expected credit loss is greater than
the carrying amount of the current contract asset impairment provision, the Group
recognizes the difference as impairment loss, debit “credit reduction” “Value loss”,
credited ‘“contract asset impairment provision”. On the contrary, the Group
recognizes the difference as an impairment gain and makes the opposite accounting

record.

The Company incurred credit losses and determined that the relevant contract
assets could not be recovered. If it was approved for write-off, it shall debit the
“contract assets impairment provision” and credit the “contract assets” according
to the approved write-off amount. If the write-off amount is greater than the

provision for loss, the “credit impairment loss” is debited on the difference.



4.10 Contract costs

(1)

2)

(3)

Method for determining the amount of assets related to contract costs

The company’s assets related to contract costs include contract performance costs
and contract acquisition costs.

The contract performance cost, that is, the cost incurred by the company for the
performance of the contract, does not fall within the scope of other accounting
standards and meets the following conditions, and the contract performance cost is
recognized as an asset: the cost and a current or expected contract Directly related,
including direct labor, direct materials, manufacturing expenses (or similar
expenses), clear costs incurred by customers, and other costs incurred solely for the
contract; this cost increases the company’s future resources for fulfilling
performance obligations; This cost is expected to be recovered.

The contract acquisition cost, which is expected to be recovered by the Company
to obtain the incremental cost of the contract, is recognized as an asset as the
acquisition cost of the contract; if the amortization period of the asset is less than
one year, it is recognised in profit or loss in the period in which it arises.
Incremental cost refers to the cost that will not occur if the company does not
obtain a contract. Other expenses incurred by the Company in addition to the
incremental costs expected to be recovered (such as travel expenses incurred
regardless of whether the contract is obtained or not) are included in the current
profit and loss when incurred but are clearly borne by the customer.

Amortization of assets related to contract costs

The assets related to the contract costs of the Company are amortized on the same
basis as the revenue recognition of the goods related to the assets and are included
in the current profit and loss.

Impairment of assets related to contract costs

When determining the impairment loss of assets related to contract costs, the
company first determines the impairment loss for other assets related to the
contract recognized in accordance with other relevant accounting standards; then,
based on its book value, it is higher than the company’s For the difference between
the remaining consideration that the asset-related commodity is expected to be able
to obtain and the cost to be estimated for the transfer of the relevant commodity,
the excess should be depreciated and recognized as an asset impairment loss.

The factors of impairment in the previous period have changed, so that the
aforesaid difference is higher than the book value of the asset, and is transferred
back to the original provision for impairment of assets, and is included in the
current profit and loss, but the book value of the transferred assets should not
exceed Assume that the book value of the asset on the reversal date is not accrued.



4.11 Long-term equity investment

Long-term investment of the Company is the investment in subsidiaries, investment in

associates and investment in joint ventures.

Basis for determination in respect of common control is that all participated parties or
a group of participated parties control such arrangement, and that policies of such
related business of such arrangement have to obtain unanimous agreement by all parties

that are control such arrangement.

The Company directly or indirectly through its subsidiaries owns 20% (inclusive) or
more but less than 50% shares with voting rights in the invested company, usually
representing having significant influence on the invested company. For voting rights of
less than 20% in the invested company, the Board or representative in similar authority
in the invested company or the implementation processes of financial or operation
policies of invested company have also been taken into account, or significant
transaction with the invested company, or management personnel send to the invested
company, or key technology information provided to the invested company which have
significant influence to the invested company.

The Company’s subsidiaries are invested companies which form control. For long-term
investment obtained through business combination under common control, proportion of
carrying value of net assets obtained on the date of acquisition in the consolidated
financial statements of the final controller shall be accounted as the initial investment
cost of the long-term investment. For carrying value of net assets of the acquiree is

negative, investment cost of long-term equity investment is calculated as zero.

For shareholding which obtained by different transactions in stages and become
business combination finally, if it belongs to package transaction, the accounting
method for which each transaction applies will treat as one transaction which obtains
control. If it does not belong to package transaction, according to proportion of fair
value of net assets of acquiree after the combination in the consolidated financial
statements, and accounted as the initial investment cost of long-term investment.
Difference between initial investment cost and the carrying value of long-term equity
investment before combination and the sum of carrying value of newly paid
consideration for additional shares acquired on the date of combination is to adjust share
premium. If the balance of share premium is insufficient, any excess is adjusted to

retained earnings.

For long-term equity investment acquired through business combination not under

common control, cost of combination will be treated as the initial investment cost.



For shareholding which obtained by different transactions in stages and become
business combination finally, if it belongs to package transaction, the accounting
method for which each transaction applies will treat as one transaction which obtains
control. If it does not belong to package transaction, Initial investment cost will be the
sum of the carrying value of the equity investment which it originally holds, and initial
investment cost will change to cost method. For shareholding which it holds before the
date of acquisition which uses equity method, other related comprehensive income
which use equity method for accounting shall not be adjusted, such investment shall use
the same accounting basis as the invested company when it directly dispose related
assets or liabilities upon disposal. For shareholding which it holds before acquisition
and accounted for under fair value method in the available-for-sale financial assets, the
accumulated change in fair value which is originally included in other comprehensive
income shall be change to profit or loss for the current period on the date of

combination.

Apart from the long-term equity investments acquired through business combination
mentioned above, the long-term equity investments acquired by cash payment is
expensed as the cost of investment based on the actual amount of cash paid for the
purchase. For long-term equity investments acquired by issuing equity securities, the
cost of investment is the fair value of the equity securities issued. For long-term equity
investments invested in the Group by the investor, the investment cost is the agreed

consideration as specified in the investment contract or agreement.

Investments in subsidiaries are accounted for the Company using cost method, while

investments in the associates and joint ventures are accounted for under equity method.

For long-term equity investments for which the subsequent measure is accounted for
using cost method, when making additional investment, carrying value of the long-term
equity investments will be added according to the fair value of cost of additional
investment and the related expenses incurred by related transactions. For cash dividend
or profit paid by the invested company, it shall be recognized as investment income for
the current period using the amount which it entitles.
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For long-term equity investment for which the subsequent measurement is accounted for
under equity method, carrying value of long-term equity investment shall be increased
or decreased accordingly according to the change in the shareholders equity of the
invested company. When determining the amount of proportion of net profit or loss in
the invested company which it entitles, fair value of each identifiable assets of the
invested company at the time when the investment is obtained shall be used as basis, and
according to the accounting policies and accounting period of the Group, and after
offsetting profit or loss incurred in internal transaction between associates and joint
ventures, and calculate the proportion which is attributable to the investing company
according to the shareholding, and recognized after adjustment is made to the net profit

of the invested company.

On disposal of a long-term equity investment, the difference between the carrying value
and the consideration actually received is recognized as investment income for the
period. For long-term investments accounted for under equity method, the movements
of shareholder’s equity, other than the net profit or loss, of the investee company,
previously recorded in the shareholder’s equity of the Company are recycled to

investment income for the period on disposal.

When the Company ceases to have control or significant influence on the invested
company due to the reasons such as disposal of part of its equity investment, the
remaining shareholding after disposal shall be accounted for under available-for-sale
financial assets, and the difference between fair value and the carry value on the date
of loss of common control or significant influence will be included in the profit or loss
for the current period. Other comprehensive income recognized in the original equity
investment which is accounted for using equity method, upon it will no longer be
accounted for under equity method it shall be using the same accounting basis as the

invested company directly disposing related assets or liabilities.

For loss of control in the invested company due to partly disposed long-term equity
investment, for remaining shareholding which can apply common control or impose
significant influence to the invested company after disposal, shall be accounted for
under equity method. Difference between the carrying value of equity disposal and the
disposal consideration shall be included as investment income. Such remaining
shareholding shall be treated as accounting for under equity method since the
shareholding is obtained and make adjustment. For remaining shareholding which
cannot apply common control or impose significant influence after disposal, it can be
accounted as under available-for sale financial assets, and difference between carrying
value of equity disposal and the disposal consideration shall be included as investment
income, difference between fair value and the carrying value of remaining shareholding
on the date loss of control shall be included in the investment profit or loss for such
period.
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For each transaction which equity are disposed in stages until loss of control, which
does not belong to package transaction, the accounting for each transaction shall be
conducted separately. For the package transaction, the accounting for each transaction
shall be treated as disposing subsidiary and loss of its control. However, the difference
between each disposal price before loss of control and the carrying value of the
corresponding long-term investment of the equity disposed, shall be recognized as other
comprehensive income, and shall be transfer to the profit or loss for the current period

upon loss of control.
Right-of-use asset

Right-of-use asset is an asset that represents a lessee’s right to use an underlying lease

asset for the lease term.

(1) Initial measurement

At the commencement date of the lease term, the company shall initially measure
the right-of-use asset at the costs. Lease costs include: @ Amount of the initial
measurement of the lease liability; @ Any lease payments made at or before the
commencement date of the lease term, less any lease incentives received (if any);
@ Any initial direct costs incurred, that is the incremental cost incurred to achieve
the lease ; @ An estimate of costs to be incurred in dismantling and removing the
lease asset, restoring the site on which it is located or restoring the lease asset to
the condition required by the terms and conditions contained in the lease, unless

those costs are to produce inventories.

(2) Subsequent measurement
After the commencement date of the lease term, the Company subsequently
measures the right-of-use asset using cost model under which accumulated
depreciation and impairment loss are deducted from the cost of the right-of-use

asset.

The company adjusts the carrying value of the right-of-use asset correspondingly,

when the leasing liability is revaluated under the leasing standard.
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4.14

(3) Depreciation of the right-of-use asset

Depreciation must be provided over the useful life of the underlying asset from the
month of the commencement date, and the depreciation expense should be
accounted into the cost of the underlying asset or profit or loss on the basis of the

intended use the right-of-use asset.

The company chooses the depreciation method according to the expected
consumption pattern of the economic benefits which relevant to the right-of-use
asset, and depreciates the right-of-use asset on a straight-line basis.

In terms of the period of depreciation of the right-of-use asset, if there is
reasonable certainty that the Company will obtain ownership of the underlying
asset by the end of the lease term, the asset is depreciated over its remaining useful
life; otherwise the asset is depreciated over the shorter of the lease term and its
remaining useful life.

If there is impairment loss, the depreciation expense of the right-of-use asset is
substantially computed on the basis of the recoverable amount which eliminated
impairment loss from the carrying amount.

Long-term assets impairment

The Company would assess long-term equity investment, fixed assets, and intangible
assets with limited useful lives at each balance sheet date. When there is indication that
there is impairment, the Company would perform impairment test. Impairment test
should be made for goodwill and intangible assets with uncertain useful life, at the
year-end regardless of whether there is indication of impairment loss. For the asset
which could not be tested individually, the asset group where the asset belongs should
be tested as a whole.

After the impairment test, if the carrying value of such assets is higher than its
recoverable amount, the difference is recognized as impairment loss. The above assets
impairment loss once is recognized, it cannot be reversed in subsequent accounting
period.

Contract liabilities

The contract liability reflects the obligation of the company to transfer goods to and
from the customer. Before the company transfers the goods to the customer, the
customer has already paid the contract consideration or the company has obtained the
unconditional contractual consideration right, and the customer’s actual payment and
the due payment are early, according to the received or receivable. The amount of the
contract is recognized.



4.15 Lease liability

(1)

Initial measurement

The company initially measures the lease liabilities according to the present value
of the unpaid lease payments at the beginning of the lease term.

1)

2)

Lease payments

Lease payments represent the payments made the Company to a lessor relating
to the right to use an underlying lease asset during the lease term, comprising
the following: a) fixed payments (including in-substance fixed payments), less
any lease incentives (if any); b) variable lease payments that depend on an
index or a rate and initially measured using the index or rate as at the
commencement date of the lease term.; c) the exercise price of a purchase
option if the Company is reasonable certain to exercise that option; d)
payments of penalties for terminating the lease, if the lease term reflects the
Company exercising an option to terminate the lease; e) amounts expected to
be payable by the Company under residual value guarantees.

Discount rate

The Company determined to use the interest rate implicit in the lease as
discount rate when computing the present value of lease payments. The
interest rate implicit in the lease accounts for the rate of interest that causes
the sum of the present value of the lease payments of the lessor and the present
value of the unguaranteed residual value to equal the sum of the fair value of
the lease asset and any initial direct costs of the lessor. If that rate cannot be
readily determined, the incremental borrowing rate should be used. The
incremental borrowing rate represents the rate of interest that the Company
would have to pay to borrow over a similar term, and with similar security, the
funds necessary to obtain an asset of a similar value to the right-of-use asset
in a similar economic environment. The interest rate is related to the following
factors: @ own condition of the Company, i.e.,the debt-paying ability and
credit-worthiness of the Group, @ term of borrowing, i.e., the lease term,
® the amount of the funds borrowed, i.e., the amount of the lease liability,
@ mortgage condition, i.e., the type and quality of underlying asset; ® the
economic environment including the jurisdiction in which the lessee operates,
currency and contract timing. The Company determines the incremental
borrowing rate on the basis of benchmark interest rate of loans for the same
period announced by the people’s Bank of China with the consideration of
these factors.



(2) The follow-up measurement

After the commencement date of the lease term, the Company shall subsequently
measure the lease liability by: a) increasing the carrying amount to reflect interest
on the lease liability; b) reducing the carrying amount to reflect lease payments
made; c) remeasuring the carrying amount to reflect any reassessment or lease
modifications or to reflect revised lease payments.

The Company shall calculate the interest expenses of lease liabilities over the lease
term at the fixed periodic interest rate, and include it into current gain or loss,
(except those shall be capitalized). The periodic rate is the discount rate applied in
the initial measurement of the lease liability, or the revised discount rate adopted
in the remeasurement of lease liability when there is modification of the lease
payment or lease change.

(3) Remeasurement

Lease liability is remeasured based on the present value computed with modified
lease payments and revised discount rate (and with a corresponding adjustment to
carrying amount of the related right-of-use asset) whenever in the following
circumstances. If the carrying amount of the right-of-use asset has been reduced to
zero, and the lease liability needs to be further reduced, the Company will include
the residual amount in current gain and loss. @ Substantial fixed payments has
changed; @ The expected payment under a guaranteed residual value has changed;
® Index or rate used for determining the lease payments has changed;
@ Assessment of the purchase option has changed; @ Assessment or exercise of
renewal option and lease termination option has changed.

4.16 Recognition and measurement of revenue

The company’s operating income mainly includes sales of goods, income from labor
services, income from assets transferred, etc. The revenue recognition policy is as
follows:

The company fulfills its performance obligations in the contract, that is, the revenue is
recognized when the customer obtains control of the relevant goods or services.

Where the contract includes two or more performance obligations, at the beginning of
the contract, the company shall distribute the transaction price to each individual
performance obligation according to the relative proportion of the individual sales price
of the goods or services promised by the individual performance obligation, according
to the apportionment to the transaction price of each individual performance obligation
measures income.
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The transaction price is the amount of consideration that the company is expected to
receive due to the transfer of goods or services to customers and does not include
payments received on behalf of third parties. The transaction price confirmed by the
company does not exceed the amount that the accumulative recognized income is
unlikely to undergo a major reversal when the relevant uncertainty is eliminated. The
amount that is expected to be refunded to the customer as a liability is not included in
the transaction price. Where there is a significant financing component in the contract,
the company determines the transaction price based on the amount payable in cash when
the client assumes control of the goods or services. The difference between the
transaction price and the contract consideration is amortized using the effective interest
method during the contract period. On the contract start date, the company expects that
the customer’s control over the purchase of goods or services and the payment of the
customer’s price are not more than one year and does not consider the major financing
components existing in the contract.

When one of the following conditions is met, the company is subject to performance
obligations within a certain period of time; otherwise, it is subject to performance
obligations at a certain point in time:

(1) The customer obtains and consumes the economic benefits brought by the
performance of the company while the company is performing.

(2) The customer can control the goods under construction during the company’s
performance.

(3) The goods produced during the performance of the company have irreplaceable use,
and the company has the right to collect the accumulated part of the performance
that has been completed so far throughout the contract period.

For the performance obligations performed during a certain period of time, the company
confirms the income according to the progress of the performance during the period and
determines the progress of the performance according to the input method. If the
performance of the company cannot be reasonably determined, if the cost incurred by
the company is expected to be compensated, the revenue will be recognized according
to the amount of cost incurred, until the performance of the performance can be
reasonably determined.
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For performance obligations performed at a certain point in time, the company confirms
revenue when the customer obtains control of the relevant goods or services. In

determining whether a customer has acquired control of goods or services, the company
considers the following signs:

(D

(2)

(3)

(4)

&)

The company has the current right to collect the goods or services.
The company has transferred the legal title of the goods to the customer.
The company has transferred the physical goods to the customer.

The company has transferred the main risks and rewards of ownership of the goods
to the customer.

The customer has accepted the goods or services.

The Company has the right to transfer the goods or services to the customer and has the
right to receive the consideration as the contract assets. The contract assets are

depreciated in the basis of the expected credit losses. The company’s unconditional
right to receive consideration from customers is presented as receivables. The obligation
of the Company to receive goods receivable from customers and to transfer goods or
services to customers shall be presented as contract liabilities.

Lease

(1)

Identification of Leases

Lease refers to a contract that the lessor conveys the right to use an asset to the
lessee for a period of time in exchange for consideration. At the commencement
date of the contract, the Company shall assess whether a contract is or contains a
lease or not. It is classified as lease if a party transfers the right to control one or
multiple identified assets for a period of time in exchange for consideration. For
which, the Company evaluates whether the customer have the right to obtain
substantially all of the economic benefits from use of the identified asset
throughout the period of use or the customer have the right to direct how and for
what purpose the asset is used throughout the period of use.

The Company shall split the rental or lease payment and account them separately
in the event that the contract contains multiple separate leases. The Company shall
account for the lease component of the contract separately from the non-lease
component.
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(2) As a Lessee

As a lessee, the Company shall recognize the right-of-use asset lease liability.

9]

2)

Lease modifications

Lease modifications refers a change in the scope of a lease, the consideration
for a lease, or the lease term that was not part of the original terms, including
adding or terminating the right to use one or more lease assets, or extending
or shortening the contractual lease term. Effective date of the modification
represents the date when both parties agree to a lease modification.

Modifications to lease contracts shall be treated as separate leases only if:
®the modification increases the scope of the lease by adding the right to use
one or more lease assets;@the consideration for the lease increases by an
amount commensurate with the stand-alone price after the increase of the
scope of the lease to reflect the circumstances of the particular contract.

If the lease modification is not considered to be a separate lease, the Company
shall at the effective date of the modification: allocate the consideration in the
modified contract according to relevant lease standards; determine the
amended lease term; and discount the modified lease payment applying the
revised discount rate to remeasure the lease liability. The discount rate that
should be used in measuring the present value of the modified lease payment
should be the rate implicit in the lease during the remaining lease period. If
that rate cannot be readily determined, the incremental borrowing rate of the
lessee at the effective date of lease modification should be used. For the effect
of aforementioned adjustment on lease liability, the Company shall account
differently with following circumstances. @ For the lease modifications
resulting in the decreasing of lease scope or shorten of period, the lessee shall
reduce the carrying value of the right-of use asset and account gain or loss of
the full or part of termination of lease in the current period. @ For other
modifications of lease resulting in the measurement of lease liability, the
lessee shall adjust the carrying amount of the right-of-use asset
correspondingly.

Short-term lease and Low-value Lease

Instead of applying the recognition requirements of right-of-asset and lease
liability, the Company elect to account for lease payments as an expense or
current gain or loss on a straight-line basis over the lease term or another
systematic basis for short-term leases (leases with a lease term of 12 months
or less) and low-value asset leases (leases where the single lease asset has a
low value when new).
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(3) As a lessor

1))

Accounting for operating lease
Accounting for rental income

Rental income from operating leases is recognised as rental income on a
straight-line basis over the term of the relevant lease.

Contemplation

If the lessor provides a rent-free period, the Company will allocate the total
amount of the rental income in the straight-line method for the whole lease
term without deducting the rent-free period. The rental income is accounted
during the rent-free period. If the Company partly pays for the lessee, such
payment shall be deducted from the total amount of the rental income, and the
Company will allocate the total amount of the rental income after deducted for
the lease term.

Initial direct expense

All initial direct costs related to the operating lease incurred must be
capitalized into the costs of the leased asset and included in current gain or
loss over the lease term on the same recognition basis as the lease income.
Depreciation

The Company account for depreciation of the fixed assets in operating lease
applying the similar depreciation policies, otherwise, an alternative basis of
systematically rational method applying to other assets for operating lease.
Variable lease payments

Variable lease payments relating to the operation lease not included in the
lease receipts shall be disclosed in current profit or loss when actually
incurred.

Change of operating lease

The Company shall account for the modification to the original operating
lease contract as a new lease contract after the effective date of the

modification and treat the deposit received and account receivables relating to
the original lease as the payment of the new lease.
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(1) Significant changes in accounting policies:

4.18 Significant changes in accounting policies and changes in accounting estimates

Changes in accounting policies and its reason Approval procedure Note
In 2018, the Ministry of Finance revised the The changes in Note 1
“Accounting Standards for Business Enterprises relevant accounting

No. 21 — Lease (Revised in 2018)” (Accounting policies was

(2018) No. 35) (“New Lease Standards”). approved at the

Enterprises that require simultaneous listing at meeting of the board

home and abroad, as well as companies that are of directors of the

listed overseas and use IFRS or corporate Company.

accounting standards to prepare financial reports

were implemented on January 1, 2019. The

Company traces the application of the New Lease

Standards, and adjusts the retained income and

other amounts in the financial statements at the

beginning of the period for first implementation

(i.e., January 1, 2019) with cumulative amounts,

without adjustment on comparative financial

statement data in 2018.

In April 2019, the Ministry of Finance revised the The changes in Note 2

Notice on Amending the 2019 Annual Financial
Statements of General Enterprises (Accounting
[2019] No. 6) to amend the financial statements of
general enterprises. In September 2019, the
Ministry of Finance promulgated the Notice on
Amending the 2019 Consolidated Financial
Statement Format (Accounting [2019] No. 16) to
amend the consolidated financial statements of
enterprises implementing enterprise accounting
standards. The Company has prepared 2019 annual
statements in accordance with these regulations,
and adopted the retrospective adjustment method
to adjust the format and presentation of relevant
financial statements in the previous year.

relevant accounting
policies was
approved at the
meeting of the board
of directors of the
Company.
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Notes 1: The affected accounts are as follows:

December 31, 2018 January 1, 2019

Affected accounts Before|  Adjustment After Before|  Adjustment After

adjustment amount|  adjustment|  adjustment amount|  adjustment

Total assets 88,061,798.28 88,061,798.28 | 88,01,798.28 | 5,788,966.52| 93,850,764.80

Including:Right-of-use assets 5,788,966.52|  5,788,966.52

Total liabilities 17,498,935.77 17,498,935.77| 17,498,935.77| 5,824,110.16| 23,323,045.93

Including: Other payables 3,072,316.55 3,072,316.55| 3,072,316.55| 1,519,291.60| 4,591,608.15

Non-current liabilities due

within one year 2,101,937.24| 2,101,937.24

Lease liabilities 2,202,881.32|  2,202,881.32

Total shareholders’ equity 70,562,862.51 70,562,862.51| 170,562,862.51 -35,143.64| 70,527,718.87

Including: Undistributed profits | -56,400,630.85 -56,400,630.85 | -56,400,630.85 -35,143.64| -56,435,774.49
Total owners’ equity attributable to

the parent company 70,590,288.84 70,590,288.84] 70,590,288.84 -35,143.64] 70,555,145.20

Notes 2: The details of the financial statement format adjustment changes are as

follows:

December 31, 2018

Affected accounts Before Adjustment After
adjustment amount adjustment
Total assets 88,001,798.28 88,001,798.28

Including:

Notes receivable and accounts
receivables

12,884,410.76

-12,884,410.76

Accounts receivables

12,884,410.76

12,884,410.76

Total liabilities

17,498,935.77

17,498,935.77

Including:

Notes payable and accounts
payables

12,183,388.49

-12,183,388.49

Accounts payables

12,183,388.49

12,183,388.49

2)

None.

Changes in important accounting estimates
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(3) The first implementation of the new lease accounting standards, the first

implementation of the relevant financial statements at the beginning of the

year.

1) Consolidated balance sheet

Adjustment
Accounts December 31, 2018 January 1, 2019 amount
Current assets:
Cash and bank balances 51,430,479.76 51,430,479.76
Accounts receivables 12,884,410.76 12,884,410.76
Prepayments 146,741.37 146,741.37
Other receivables 2,647,072.35 2,647,072.35
Including: Interest receivable 267,981.82 267,981.82
Inventories 3,051,345.19 3,051,345.19
Other current assets 572,936.12 572,936.12
Total current assets 70,732,985.55 70,732,985.55
Non-current assets:
Long-term equity investment 11,777,753.54 11,777,753.54
Other non-current financial
assets 5,314,340.40 5,314,340.40
Fixed assets 236,718.79 236,718.79
Right-of-use assets 5,788,966.52 5,788,966.52
Total non-current assets 17,328,812.73 23,117,779.25 5,788,966.52
Total assets 88,061,798.28 93,850,764.80 5,788,966.52
Current liabilities:
Accounts payables 12,183,388.49 12,183,388.49
Contract liability 889,692.29 889,692.29
Payroll payable 1,311,568.04 1,311,568.04
Taxes payable 41,970.40 41,970.40
Other payables 3,072,316.55 4,591,608.15 1,519,291.60
Non-current liabilities due
within one year 2,101,937.24 2,101,937.24
Total current liabilities 17,498,935.77 21,120,164.61 3,621,228.84
Non-current liabilities: -
Lease liabilities 2,202,881.32 2,202,881.32
Total non-current liabilities 2,202,881.32 2,202,881.32
Total liabilities 17,498,935.77 23,323,045.93 5,824,110.16
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Adjustment

Accounts December 31, 2018 January 1, 2019 amount
Shareholders’ equity:
Share capital 48,000,000.00 48,000,000.00
Capital reserve 77,308,349.20 77,308,349.20
Other comprehensive income 1,459,608.20 1,459,608.20
Surplus reserve 222,962.29 222,962.29
Undistributed profits -56,400,630.85 -56,435,774.49 -35,143.64
Total owners’ equity attributable
to the parent company 70,590,288.84 70,555,145.20 -35,143.64
Minority interests -27,426.33 -27,426.33
Total shareholders’ equity 70,562,862.51 70,527,718.87 -35,143.64
Total liabilities and
shareholders’ equity 88,061,798.28 93,850,764.80 5,788,966.52
2)  Parent company balance sheet
Adjustment
Accounts December 31, 2018 January 1, 2019 amount
Current assets:
Cash and bank balances 47,871,416.69 47,871,416.69
Accounts receivables 12,884,410.76 12,884,410.76
Prepayments 146,741.37 146,741.37
Other receivables 2,645,817.22 2,645,817.22
Including: Interest receivable 267,981.82 267,981.82
Inventories 3,051,345.19 3,051,345.19
Other current assets 572,936.12 572,936.12
Total current assets 67,172,667.35 67,172,667.35
Non-current assets:
Long-term equity investment 11,777,753.54 11,777,753.54
Other non-current financial
assets 5,314,340.40 5,314,340.40
Fixed assets 236,718.79 236,718.79
Right-of-use assets 5,788,966.52 5,788,966.52
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Adjustment

Accounts December 31, 2018 January 1, 2019 amount
Total non-current assets 17,328,812.73 23,117,779.25 5,788,966.52
Total assets 84,501,480.08 90,290,446.60 5,788,966.52
Current liabilities:

Accounts payables 12,079,032.17 12,079,032.17
Contract liability 889,692.29 889,692.29
Payroll payable 1,202,523.46 1,202,523.46
Taxes payable 41,970.40 41,970.40
Other payables 2,867,190.30 4,386,481.90 1,519,291.60
Non-current liabilities due

within one year 2,101,937.24 2,101,937.24
Total current liabilities 17,080,408.62 20,701,637.46 3,621,228.84
Non-current liabilities:
Lease liabilities 2,202,881.32 2,202,881.32
Total non-current liabilities 2,202,881.32 2,202,881.32
Total liabilities 17,080,408.62 22,904,518.78 5,824,110.16
Shareholders’ equity:
Share capital 48,000,000.00 48,000,000.00
Capital reserve 77,308,349.20 77,308,349.20
Surplus reserve 222,962.29 222,962.29
Undistributed profits -58,110,240.03 -58,145,383.67 -35,143.64
Total shareholders’ equity 67,421,071.46 67,385,927.82 -35,143.64
Total liabilities and

shareholders’ equity 84,501,480.08 90,290,446.60 5,788,966.52
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5.

OPERATING INCOME, OTHER OPERATION & EQUITY

5.1 Operating income

Items 2019 2018
Sales of electrical products and fittings 4,770,727.30 6,587,209.19
Commercial application program and

software 60,826,383.64 47.,024,773.93
Installation and maintenance of network and

data security products 7,016,273.83 5,630,711.69
Total 72,613,384.77 59,242,694.81

5.2 Other operation & equity

Items 2019 2018
Interest income 388,175.81 940,644.51
Breakdown of government grants
Other income (input tax plus deduction) 169,661.81 —
Property rental income 1,883,135.75 1,695,123.73
Investment income of available for sale

financial assets 219,000.00 210,000.00
Credit impairment losses 1,131,680.13
From long-term equity investment under

equity method 2,125,297.67 2,007,812.38
Change on fair value of other non-current

financial assets 241,188.19
Investment income from disposal of financial

assets held for trading 214,094.92
Financial assets held for trading 110,136.99
Others 204,337.19 322,849.90
Total 6,686,708.46 5,176,430.52
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SEGMENT INFORMATION

According to the internal organizational structure of the Group, requirement for
managements and internal reporting system, the operating business is classified into 2
reporting segments, business application project (development and provision of
business application project service, including business solution, application software,
installation and maintenance and data security products) and sales products (sales and
distribution computers and electronic products and accessories). These deporting
segments have been laid down in the internal organization structure, requirements for
management and international. The management of the Group will evaluate the
operating results of these report segments to determine the distribution of resources and

evaluation on its results.

By segment information is exposed in accordance with the accounting policy and
standards for measurement. Such basis of measurement remains the same as the
accounting policy and standards for measurement when preparing the financial

statements.



Reporting segments for 2019

Business
application
project and
application Undistributed
Item software| Sales Products portion Offset Total
Operating Income 67,842,657.47|  4,770,727.30 72,613,384.77
Including: Income from external
transactions 67,842,657.47|  4,770,727.30 72,613,384.77
Income from inter-segment transactions
Operating costs 45,144,155.48|  4,042,003.63 49,186,159.11
Dividend of associations 2,125,297.67 2,125,297.67
Interest income 388,175.81 388,175.81
Undistributed income 3,041,554.85 3,041,554.85
Period costs 23,308,354.94 23,308,354.94
Undistributed other expenses 584,598.12 584,598.12
Subsidiaries’ total profits (total loss) 22,698,501.99 728,723.67| -18,337,924.73 —| 5,089,300.93
Total assets 17,248,482.99|  1,300,314.61 808,793.29 19,357,590.89
Equity of associates 13,903,051.21 13,903,051.21
Available-for-sale investment 5,555,528.59 5,555,528.59
Unallocated corporate assets 54,604,857.93 54,604,857.93
Total liabilities 7,854,068.26|  2,706,040.90 — 10,560,109.16
Undistributed liabilities 7,175,707.89 7,175,707.89
supplementary information —
Capital expenditure -
Impairment loss recognized for the
period —
Including Impairment loss of account
receivable 533,000.00 — 533,000.00
Reversal of impairment loss recognised
on account receivables 1,562,336.13 102,344.00 1,664,680.13
Inventory impairment — -
Reversal of impairment loss recognised
on inventory — —
Depreciation and amortisation expenses|  2,276,544.38 2,276,544.38




Reporting segments for 2018 (last year)

Business
application
project and
application Undistributed
Item software| Sales Products portion Offset Total
Operating Income 52,655,488.62|  6,587,209.19 59,242,694.81
Including: Income from external
transactions 52,655,488.62|  6,587,209.19 59,242,694 81
Income from inter-segment transactions —
Operating costs 34,029,320.78 |  5,438,127.45 39,467,448.23
Dividend of associations 2,007,812.38 2,007,812.38
Interest income 940,644.51 940,644.51
Undistributed income 2,227,973.63 2,227,973.63
Period costs 16,695,761.22 16,695,761.22
Undistributed other expenses 2,605,231.35 2,005,231.35
Subsidiaries’ total profits (total loss) 18,026,164.84|  1,149,081.74| -14,124,562.05 5,650,684.53
Total assets 11,452,088.78|  5,315,313.42 — 16,767,402.20
Equity of associates 11,777,753.54 11,777,753.54
Available-for-sale investment 5,314,340.40 5,314,340.40
Unallocated corporate assets 54,202,302.14 54,202,302.14
Total liabilities 10,816,209.00|  3,486,731.02 14,302,940.02
Undistributed liabilities — —|  3,195,995.75 —| 3,195995.75
supplementary information — — — — —
Capital expenditure — — — — —
[mpairment loss recognized for the
period — — — — —
Including Impairment loss of account
receivable 983,187.18 983,187.18
Reversal of impairment loss recognised
on account receivables 107,190.00 107,190.00
Inventory impairment 21,887.18 21,887.18
Reversal of impairment loss recognised
on inventory -21,887.18 -21,887.18
Depreciation and amortisation expenses 340,896.86 340,896.86




Reporting segments for 2019

7.1.

Geographical information

All of the Group’s turnover was generated from customers in the PRC during the years
ended 31 December 2019 and 2018 and all of the Group’s assets were located in the
PRC. Therefore, no geographical segment information is presented

Information about major customers

There is no customer with whom transactions have exceeded 10% of the Group’s total
turnover during the years ended 31 December 2019 and 2018.

TAXATION

Main categories of tax and tax rate

Tax rate

before April | Tax rate after

Category Tax base of 2019 | April of 2019

Value-Added Tax Revenue from sales of | 16%/10%/6% 13%/9%/6%
goods and provision of
technical service

Urban Construction & Maintenance Tax VAT and business tax 7% 7%
payable

Education Surcharges VAT and business tax 5% 5%
payable

Corporate Income Tax Taxable Income 25% 25%

Different rate of enterprise income tax:

Subject of taxation

The Company

Enterprise Income Tax Rate

Jiaoda Withub (Hong Kong) Limited

15.00%
16.50%



7.2 Tax Preference

(1)

2)

Enterprise Income Tax

On October 28, 2019, the Company obtained the certificate of high-tech enterprise
(certificate number GR GR201931002885) issued by Shanghai Science and
Technology Department, Shanghai Municipal Bureau of Finance, State
Administration of Taxation Shanghai Taxation Bureau, and was identified as
high-tech enterprise, which valid for 3 years. Pursuant to the Enterprise Income
Tax Law of the People’s Republic of China, the applicable corporate income tax
rate for the year 2019 is 15%.

VAT

According to Rule 1 (Item 26) of the Provisions on the Transit Policies for the Pilot
Collection of Value-added Tax in Lieu of Business Tax stated in the Circular of
State Administration of Taxation and Ministry of Finance on Comprehensively
promoting the Pilot program of the collection of Value-added Tax in Lieu of
Business Tax (Caishui No. 36, 2016), for taxpayers that are entrusted with the
provision of technology development and related technical consulting and

technical services, Value-added Tax shall be exempt.

According to the No. 7 of Announcement of the Ministry of Finance, the State
Administration of Taxation and the General Administration of Customs on
deepening the VAT reform (Announcement of the Ministry of Finance, the State
Administration of Taxation and the General Administration of Customs, No. 39,
2019), taxpayers of production and living services are allowed to add 10% of the
deductible input tax of the current period to offset the amount of tax payable
(hereinafter collectively referred to as “the policy of additional tax deductions™)
from 1 April 2019 to 31 December 2021. The company belongs to the taxpayers of
the life service industry mentioned above.

The preferential VAT policies mentioned above applied to the Company in 2019.
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7.3 Income tax expense

The tax rate of the Company and its PRC subsidiaries is 15% for both 2018 and 2019.

No provision for Enterprise Income Tax has been made for the two years ended 31

December 2019 as there was no assessable profit derived from the PRC for both years.

No provision for Hong Kong Profits Tax has been made for the two years ended 31

December 2019 as there was no assessable profit derived from Hong Kong for both

years.

Item 2019 2018

Current income tax

Deferred tax

Total

(1) Deductible loss of unrecognized deferred tax assets expire in next period
Item 2019 2018
2019 and following years 31,420,492.04
2020 and following years 35,303,945.54
Total 35,303,945.54 31,420,492.04




BEFORE TAX OF COST AND FEE

Item 2019 2018
Sales cost
Sales of electrical products and fittings 4,042,003.63 5,438,127.45
Commercial application program and

software 40,728,206.78 30,965,207.60
Installation and maintenance of network and

data security products 4,415,948.70 3,064,113.18
Tax and surcharges 141,048.47 89,586.87
Selling expenses 1,584,586.64 2,034,585.74
Total 50,911,794.22 57,929,746.31
Staff costs(including directors’, chief

executive’s and supervisors’ emoluments)
Salaries and other benefits 19,559,398.17 15,547,905.56
Termination benefits 413,296.55 293,284.79
Contributions to retirement benefits scheme 1,779,470.40 2,215,979.07
Total 21,752,165.12 18,057,169.42
Auditor’s remuneration 360,000.00 360,000.00
Research and development expenditure 5,140,632.64 3,130,221.43
Others Administration expense 2,372,401.15 2,119,779.06
Rental cost 1,412,629.24 1,317,382.72
Exchange loss 17,552.69 -8,526.95
Interest expenses 199,704.10
Bank charge 199,704.10
Interest Charge 8,210.21 10,746.78
Loss on disposal of non-current assets 17,640.12 2,358.31
Gain from changes in fair values 172,019.09
Others Non-operating expenses 144,960.42 126,000.00
Loss of credit impairment 875,997.18
Loss of assets impairment 21,887.18
Total 9,673,730.57 8,127,864.80




9. INFORMATION ABOUT PROFIT DISTRIBUTION

Item

Content

Profits or dividends
proposed to distribute

According to the resolution of the board of directors of the

Company on 20 March 2020: recommend not to distribute
dividends as at 31 December 2019

Profits or dividends
approved to declare to pay
after consideration

None

10. Account receivables

(1) Accounts receivable are classified according to bad debt provision method

Ending Balance

Book balance

Bad debt provision

Percent Percent
Category Amount % Amount % Book value
Bad debt provision on
portfolio 16,353,403.93 | 100.00 919,128.35 5.62 (15,434,275.58
Total 16,353,403.93 | 100.00 919,128.35 5.62 |15,434,275.58
Continued
Beginning Balance
Book balance Bad debt provision
Percent Percent
Category Amount % Amount % Book value
Bad debt provision on
portfolio 15,098,179.04 | 100.00 | 2,213,768.28 14.66 [12,884,410.76
Total 15,098,179.04 | 100.00 | 2,213,768.28 14.66 |12,884,410.76




Accounts receivables for which provision of bad debts made by portfolio of

credit risk characteristics of aging:

Ending Balance

Expected

credit loss

rate for the

Accounts Bad debt whole

Aging receivables provision | duration(%)

3 months (inclusive) 12,875,793.00 — —

3 months to 6 months (inclusive) 8,000.00 — —

7 months to 12 months (inclusive) 528,605.97 — —

Over 1 year 919,128.35 919,128.35 100.00
Total 14,331,527.32 919,128.35

Continued
Beginning Balance

Expected

credit loss

rate for the

Accounts Bad debt whole

Aging receivables provision |  duration (%)

3 months (inclusive) 5,726,744.00 — —

3 months to 6 months (inclusive) 1,474,841.00 — —

7 months to 12 months (inclusive) 1,826,561.47 — —

Over 1 year 2,213,768.28 2,213,768.28 100.00
Total 11,241,914.75 2,213,768.28

Accounts receivables for which provision of bad debts made by portfolio of

other credit risk characteristics:

Ending Balance

Expected
credit loss
rate for the

Book Bad debt whole
Aging balance provision | duration (%)
Guarantee deposit and project
payment within credit period 1,374,168.61 — —
Guaranteed recovery 568,423.00 — —
Related party with regular
transactions 79,285.00 — —
Total 2,021,876.61 — —
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Continued

Beginning Balance

Expected

credit loss

rate for the

Book Bad debt whole

Aging balance provision | duration (%)
Guarantee deposit and project

payment within credit period 3,347,538.71 — —

Guaranteed recovery 429,440.58 — —

Related party with regular transactions 79,285.00 — —

Total 3,856,264.29 — —

(2) Aging analysis

The company awarded their customers credit period for an average from 90 to
180 days. For customers with good credit record and good financial support,
their credit period is more than 180 days. According to the delivery date of
products or the date providing services (estimated confirmed date), the aging
analysis of account receivables (less provision for bad debts) as follows:

Beginning
Age Ending Balance Balance
3 months (inclusive) 12,875,793.00 5,726,744.00
3 months to 6 months (inclusive) 8,000.00 1,474,841.00
7 months to 12 months (inclusive) 528,605.97 1,840,771.47
Over 1 year 2,021,876.61 3,842,054.29
Total 15,434,275.58 12,884,410.76
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(3) Analysis of overdue receivables but not be impaired at balance date

Beginning

Aging Ending Balance Balance

Not overdue and no impairment 12,883,793.00 7,201,585.00
Overdue and no impairment

7 months to 12 months (inclusive) 528,605.97 1,840,771.47

Over 1 year 2,021,876.61 3,842,054.29

Total 15,434,275.58 12,884,410.76

Note 1: The account receivables, which are not overdue and not be impaired, are mainly the

customers currently without defaulted records.
Note 2: The account receivables, which are overdue but not be impaired, are mainly the

customers with good payment records. According to previous experiences,
management believes provision for bad debts are not needed, because there is no
change in credit quality and the balance of total accounts receivables are

recoverable.

(4) The movement of bad debt provision

Beginning
Aging Ending Balance Balance
At 1st January 2,213,768.28 5,692,110.54
Cancellation of bad debts 162,959.80 4,354,339.44
Additional bad debt provision 533,000.00 983,187.18
Deductable bad debt provision 1,664,680.13 107,190.00
At 31st December 919,128.35 2,213,768.28

The significant amounts of deductible bad debt provision:

Amounts The way of Reasons for

reversed (or receiving | amounts reversed

Company Name received) funds (or received)

No.l1 768,000.00 Cash Returned funds

No.2 551,000.00 Cash Returned funds

No.3 233,880.13 Cash Returned funds

No.4 111,800.00 Cash Returned funds
Total 1,664,680.13




(5) The accounts receivable is actually written off during this year

Item Amounts
Project payment and payment for goods 162,959.80
Fulfillment | Transactions
Nature of | Written off | Written off written with related
Company receivable amount reason procedure party
Project Unable to

No.1 payment 100,000.00 recover Yes No

Total 100,000.00

11. TRADE PAYABLE

Beginning
Item Ending Balance Balance
Project 6,718,195.73 9,179,867.05
Goods 2,384,742.87 3,003,521.44
Total 9,102,938.60 12,183,388.49

Note: The year-end balance decreased significantly compared with the beginning balance, which

was mainly due to the decrease in the scale of the company’s engineering projects.

12. RETURN ON EQUITY AND EARNINGS PER SHARE

Earnings per share
(Chinese yuan per
Weighted share)
average Basic Diluted
return on earnings earnings
Profit in the reporting period equity (%) per share per share
Net profit attribute to the equity
holders of the parent company 6.96 0.0106 0.0106
Net profit attributed to the equity
holders of the parent company after
deducting non-recurring gains and
losses 2.69 0.0041 0.0041




MANAGEMENT DISCUSSION AND ANALYSIS
DIVIDENDS

The Directors do not recommend the payment of any dividends in respect of the year ended
31 December 2019.

RESULTS

For the year ended 31 December 2019, the Group recorded a turnover of approximately
RMB74,496,520.52 (2018: approximately RMB60,937,818.54), representing an increase of
RMB 13,558,701.98 or 22.25% as compared to last year. The Group recorded a profit of RMB
5,092,000.93 for the year ended 31 December 2019, while a profit for the year ended 31
December 2018 was RMB5,653,384,53.

BUSINESS REVIEW AND FUTURE PROSPECTS

For the entire financial year under review ended 31 December 2019, the total revenue of the
Group has increased from RMB60,937,818.54 to RMB74,496,520.52. The increase of RMB
13,558,701.98 in revenue represents 22.25% increase of the Group’s sales as compared with
that in 2018. The Group recorded a profit before tax of RMB5,653,384.53 in the previous
year and a profit before tax of RMB5,092,000.93 during the year.

Revenue of main business is mainly generated from business solutions and application
software business which accounted for 83.77% of the total sales (or RMB60,826,383.64), and
this is followed by 9.66% of the total sales (or RMB7,016,273.83) for installation and
maintenance of network and data security products and 6.57% of the total sales (or
RMB4,770,727.30) for sales of electrical products and fittings. These business segments
remain the core services and products for the Company in the past and also for the future.

Revenue of business application solutions and application software has increased by RMB
13,801,609.71 or 29.35% from RMB47,024,773.93 in the previous year. The increase was
due to the exploring of the Chinese northern market and growth of business.

Revenue of installation and maintenance of network and data security products has increased
by RMB1,385,562.14 from the previous year of RMB5,630,711.69, representing an increase
of 24.61%. For sales of business application solutions and application software, the Company
continuously provides installation and maintenance service for customers. The revenue of
installation and maintenance service increases as the sales of business application solutions
and application software increases.

Revenue of sales of electronic products and accessories has decreased by RMB1,816,481.89
or 27.58% from RMB6,587,209.19 in the previous year. The decrease was due to the impact
of e-commerce, withdrawing of major dealers from the Chinese market, and the adjustments
on the Company’s corresponding business, resulting in lower revenue.



The gross profit of main business has increased from RMB19,775,246.58 to
RMB23,427,225.66, representing an increase of RMB3,651,979.08 or 18.47%. The gross
profit margin of main business has decreased from 33.38% for the previous financial year to

32.26% for the current year.

Other revenue has increased by RMB188,012.02 or 11.09 % to RMB1,883,135.75 in the
current year from RMB1,695,123.73 in the previous year.

The share of profits of associates amounted to RMB2,344,297.67 in the current year as
compared to the profit of RMB2,217,812.38 in the previous year, representing an increase of
RMB126,485.29.

Selling expenses has decreased by RMB185,196.18 or 3.76% from RMB4,930,708.77 in the
previous year to RMB4,745,512.59 in the current year.

LIQUIDITY, FINANCIAL RESOURCES AND CAPITAL STRUCTURE

As at 31 December 2019, shareholders’ funds of the Group amounted to approximately
RMB75,715,337.90 (2018: RMB70,590,288.84). Current assets amounted to approximately
RMB70,176,625.93 (2018: RMB70,732,985.55), of which approximately RMB35,574,519.67
(2018: RMB51,430,479.76) were cash and bank balances. The Group did not have
non-current liabilities (2018: Nil) and its current liabilities amounted to approximately
RMB17,735,817.05 (2018: RMB17,498,935.77), which mainly comprised of other payables

and accrued expenses. The Group did not have any long-term debts.

WORKING CAPITAL RATIO AND GEARING RATIO

As at 31 December 2019, the Group had a net cash position and its working capital ratio
(current assets divided by current liabilities) was 3.96 (2018: 4.04); and gearing ratio
(liabilities divided by total assets) was approximately 18.98% (2018: 19.87%).

CAPITAL COMMITMENTS AND SIGNIFICANT INVESTMENTS

The Group had no capital commitments and significant investments for the year ended 31
December 2019.

MATERIAL ACQUISITIONS OR DISPOSALS OF SUBSIDIARIES, ASSOCIATES
AND JOINT VENTURE

The Group had no material acquisitions or disposals of subsidiaries, associates or joint

venture companies for the year ended 31 December 2019.



SEGMENT INFORMATION

All of the Group’s activities are conducted in the PRC and are divided into two major
business segments including business application solutions and sales of products.
Accordingly, the analysis by business segments is presented in note 6 to the consolidated

financial statements.

EMPLOYEE INFORMATION

As at 31 December 2019, the Group had 93 full-time employees (2018: 118), comprising 15
in management, finance and administration (2018: 17), 31 in research and development
(2018: 37), 32 in application development and engineering (2018: 42), and 15 in sales and
marketing (2018: 20). Also, the Group had 2 school staffs (2018: 2).

The Group has not experienced any disruption of its normal business operations due to labour
disputes or significant turnover of staffs. The Directors consider that the Company has

maintained a very good relationship with its staffs.

Remuneration of employees including Directors’ emoluments and all staff-related costs for
the year ended 31 December 2019 was approximately RMB21,752,165.12 (2018:
RMB18,057,169.42).

The Group’s remuneration and bonus policies are principally determined with reference to

the qualification, experience and performance of individual employee.

CHARGES ON GROUP ASSETS

As at 31 December 2019, the Group did not have any charges on its assets (2018: Nil).

DETAILS OF FUTURE PLANS FOR MATERIAL INVESTMENTS OR CAPITAL
ASSETS

The Directors currently do not have any future plans for material investments or capital

assets. The management will continue to monitor the industry and review its business

expansion plans regularly, so as to take necessary measures in the Group’s best interests.
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FOREIGN EXCHANGE EXPOSURE

During the year ended 31 December 2019, the Group’s monetary assets and transactions are
mainly denominated in RMB, HKD and USD. Though the exchange rates among RMB, HKD
and USD are not pegged, there are relatively low level of fluctuation in exchange rates
among RMB, HKD and USD. The management noted that the recent appreciation in the
exchange rate of RMB to HKD and USD and is of the opinion that it does not currently have
a material adverse impact on the Group’s financial position. 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.

CONTINGENT LIABILITIES

As at 31 December 2019, the Group did not have any significant contingent liabilities (2018:
Nil).

EVENT AFTER THE REPORTING PERIOD
No important events affecting the Group has occurred since the end of the year.
CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed from 24 May 2020 to 24 June 2020
(both days inclusive), during which no transfer of shares will be effected. The holders of
shares whose name appears on the register of members of the Company on 24 June 2020 will
be entitled to attend and vote at the annual general meeting. In order to qualify for attending
and voting at the above meeting, instruments of transfer accompanied by share certificates
and other appropriate documents must be lodged with the Company’s H share registrar,
Union Registrars Limited at Suites 3301-04, 33/F., Two Chinachem Exchange Square, 338
King’s Road, North Point, Hong Kong, not later than 4:00 p.m. on 22 May 2020.

CODE OF CONDUCT REGARDING SECURITIES TRANSACTIONS BY THE
DIRECTORS AND SUPERVISORS

The Company had adopted a code of conduct regarding securities transactions by the
Directors and supervisors of the Company on terms no less exacting than the standard of
dealings in Rules 5.48 to 5.67 of the GEM Listing Rules. The Company had made specific
enquiries of all Directors and supervisors of the Company and the Company was not aware
of any non-compliance with the Stock Exchange’s required standard of dealings and its code
of conduct regarding securities transactions by the Directors and supervisors of the Company
during the year.



PURCHASE, SALE OR REDEMPTION OF SECURITIES

Neither the Company nor any of its subsidiaries purchased, sold or redeemed any listed
securities of the Company during the year ended 31 December 2019.

COMPETING INTERESTS

None of the Directors or the management shareholders of the Company (as defined in the
GEM Listing Rules) had any interest in a business which competes or may compete with the
business of the Company.

AUDIT COMMITTEE

The Company established an audit committee on 7 July 2002 with written terms of reference.
The audit committee comprises the three independent non-executive Directors, namely Mr.
Yuan Shumin, Dr. Ni Jing and Mr. Zhou Guolai.

The Company’s consolidated financial statements for the year ended 31 December 2019 have
been reviewed by the audit committee, who gave advice on such financial statements to the
Board. The financial reporting process, internal control system and risk management of the
Company have also been reviewed by the audit committee, who were of the opinion that no
further improvement was required for the time being. During the year, the audit committee
has held four formal meetings.

SCOPE OF WORK OF SHINEWING CERTIFIED PUBLIC ACCOUNTANTS
(SPECIAL GENERAL PARTNERSHIP)

The Company’s auditor, ShineWing Certified Public Accountants (Special General
Partnership) has agreed that the figures in respect of the financial statements of the Company,
which comprise the consolidated balance sheet as at 31 December 2019, the consolidated
income statement, the consolidated cash flow statement and the consolidated statement of
changes in equity for the year 2019 and the notes to the financial statements as set out in the
preliminary announcement are in line with the amounts set out in the Company’s audited
financial statements for the year. As the work performed by ShineWing Certified Public
Accountants (Special General Partnership) in this respect did not constitute an assurance
engagement in accordance with Auditing Standards issued by Chinese Institute of Certified
Public Accountants, consequently no assurance has been expressed by ShineWing Certified
Public Accountants (Special General Partnership) on the preliminary announcement.

CORPORATE GOVERNANCE
The Board considers that the Company has complied with the code provisions set out in the

Code on Corporate Governance Practices (“CG Code”) as set out in Appendix 15 of the GEM
Listing Rules throughout the year.
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RESIGNATION OF SUPERVISORS

The Board hereby announces that Mr. Yu Jiming (“Mr. Yu”) and Ms. Dong Beihua (“Ms.
Dong”), our external supervisors, have resigned as the external supervisors of the Company

due to other business development, effective from 7 July 2020.

Mr. Yu and Ms. Dong have confirmed that there is no disagreement between them and the
Board and the supervisory committee of the Company and there are not any other matters that
need to be brought to the attention of the shareholders of the Company. The Board and the
supervisory committee take this opportunity to express gratitude to Mr. Yu and Ms. Dong for

their contributions during their tenure.
PROPOSED APPOINTMENT OF SUPERVISORS

The Board and the supervisory committee of the Company nominated Mr. Yang Qing and Ms.
Pan Li as candidates of supervisors of the Company. Mr. Yang Qing and Ms. Pan Li are not

the current supervisors and they have agreed to be nominated as candidates.

Mr. Yang Qing (“Mr. Yang”), aged 44, graduated from College of Economics and
Management Nefu with a master degree of management. He is a senior accountant and PRC
certified public accountant (non-practicing member). From 2003 to 2005, he worked in
Sinoceramics, Inc.* ( LB EFIL A R/AF]) as the manager of finance department. From
2005 to 2012, he worked in Shanghai Future Broadband Technology and Applied Engineering
Research Centre Co., Ltd.* (LR EIAFM MER LTREIFRFPOFRAF) as its
director, vice general manager and financial controller. From December 2010, he worked in
Xinyu Timu Investment Management Co., Ltd.* CHRFFEEREEIHMAMRAF) as a
supervisor. From September 2015 to May 2018, he worked in Xinyu Future Broadband
Technology Co., Ltd.* CHIf R TIHBM AR/ T) as an executive director, general
manager and legal representative. From 2018, he worked in Zhongdianke Microwave
Communication (Shanghai) Co., Ltd.* (FEFHEBEE ( L) BRMBABRA ), Shanghai
Yangpu Financing Guarantee Co., Ltd.* ( i # M EIE (R A R/AF]) and Shanghai Jinkai
Financing Guarantee Co., Ltd.* ( FiG&MMEERARAF) as a supervisor.

The term of Mr. Yang in the Company will be three years from 7 July 2020. No service

contract will be entered into between the Company and Mr. Yang and he will not receive any

salary of a supervisor, other remuneration and/or benefit as a supervisor.



Save as disclosed above, Mr. Yang did not hold any directorship in other listed companies
in Hong Kong or overseas for last three years and he does not hold any other position in the
Group. Mr. Yang does not have any relationship with any other directors, supervisors, chief
executives, senior management, substantial shareholders, controlling shareholders or
management shareholders of the Company or any of its subsidiaries or close associates of any
of them. As at the date of this announcement, he does not have interest in Shares within the
meaning of Part XV of the SFO.

Save as disclosed above, there is no other information required to be disclosed pursuant to
the requirements of Rules 17.50(2)(h) to (v) of the GEM Listing Rules concerning the
appointment of Mr. Yang.

Ms. Pan Li, (“Ms. Pan”) aged 31, graduated from Shanghai University of Finance and
Economics with double bachelor degrees of economics (quantitative economics) and
accounting, and Ms. Pan graduated from Shanghai Jiao Tong University with a master degree
of public management. From July 2014 to May 2019 and from May 2019 to August 2019, Ms.
Pan acted as the first-class clerk in finance department of Xuhui District Finance Bureau (&
REE % Jf L =) BA U ) (seconded to administrative business finance department of Xuhui
District Finance Bureau) and finance department of Xuhui District Finance Bureau (% BEE [
PR BAEUT) (seconded to asset management department of Xuhui District Finance
Bureau) respectively. Since September 2019, Ms. Pan acted as the deputy director of finance
department of Xuhui District Finance Bureau (& [ [ B4 EU = BA B T) (seconded to asset

management department of Xuhui District Finance Bureau).

The term of Ms. Pan in the Company will be three years from 7 July 2020. No service
contract will be entered into between the Company and Ms. Pan and she will not receive any

salary of a supervisor, other remuneration and/or benefit as a supervisor.

Save as disclosed above, Ms. Pan did not hold any directorship in other listed companies in
Hong Kong or overseas for last three years and she does not hold any other position in the
Group. Ms. Pan does not have any relationship with any other directors, supervisors, chief
executives, senior management, substantial shareholders, controlling shareholders or
management shareholders of the Company or any of its subsidiaries or close associates of any
of them. As at the date of this announcement, she does not have interest in Shares within the
meaning of Part XV of the SFO.

Save as disclosed above, there is no other information required to be disclosed pursuant to

the requirements of Rules 17.50(2)(h) to (v) of the GEM Listing Rules concerning the
appointment of Ms. Pan.



APPRECIATION

I would like to take this opportunity to express my sincere gratitude to our valuable
shareholders and customers, and to our committed staff for their contributions to the
continual business growth of the Group. My vote of thanks also goes to the management of
the Group for their efforts and contributions throughout the year. Looking forward, the Group

will try our best to reward the shareholders with the most fruitful return.

By Order of the Board
Shanghai Jiaoda Withub Information Industrial Company Limited*
Zou Yimin

Chairman

Shanghai, the PRC, 20 March 2020

As at the date of this announcement, the Directors of the Company are as follows:

Executive directors Zou Yimin, Shuai Ge, Shang Ling, Zhou Re Qing, Xia
Weiwei and Shen Zhimin

Independent non-executive Yuan Shumin, Ni Jing and Zhou Guolai
directors

This announcement will remain on the “Latest Company Announcements” page of the GEM website at

www.hkgem.com for at least 7 days of its posting and on the website of the Company at http://www.withub.com.cn.

*  For identification purpose only
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