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INDEPENDENT AUDITORS’ REPORT el 60362734543
Fax 603-62734542

TO THE MEMBERS OF Email audit@hml.com.my
CTG FIBERSWAY INTERNATIONAL LIMITED

(Incorporated in Cayman Islands)

Report on the Audit of the Financial Statements
Opinion

We have audited the financial statements of CTG FIBERSWAY INTERNATIONAL LIMITED, which
comprise the statements of financial position as at 30 November 2019 of the Group and of the Company,
and the statements of comprehensive income, statements of changes in equity and statements of cash
flows of the Group and of the Company for the year then ended, and notes to the financial statements,

including a summary of significant accounting policies, as set out on pages 7 to 49.

In our opinion, the accompanying financial statements give a true and fair view of the financial position
of the Group and of the Company as at 30 November 2019, and of their financial performance and their
cash flows for the year then ended in accordance with International Financial Reporting Standards

(“IFRSs”).
Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (“ISA”). Our
responsibilities under those standards are further described in the Auditors’ Responsibilities for the Audit
of the Financial Statements section of our report. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

Independence and Other Ethical Responsibilities

We are independent of the Group and of the Company in accordance with the International Ethics
Standards Board for Accountants’ Code of Ethics for Professional Accountants (“IESBA Code™), and we
have fulfilled our other ethical responsibilities in accordance with the IESBA Code.

Key Audit Matters

Key audit matters are those matters that, in our professional judgement, were of most significance in our
audit of the financial statements of the Group and of the Company for the current financial year. These
matters were addressed in the context of our audit of the financial statements of the Group and of the
Company as a whole, and in forming our opinion thereon, and we do not provide a separate opinion on

these matters.

Key audit matters How our audit addressed the key audit matter
Impairment of goodwill and intangible assets

Goodwill and intangible assets arise as a result of We focused on this area as the impairment
acquisitions by the Group. The Directors conducted assessment performed by the Directors requires
their annual impairment tests to access the significant judgement as the timing and quantum
recoverability of the goodwill and consider whether of the cash flows are dependent on sales volume
there are indicators of impairment with respect to growth rate, and margin. Our audit procedures
intangible assets. performed in these areas included, amongst

others: ﬂ’b\)
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Key audit matters

How our audit addressed the key audit matter

Impairment of goodwill and intangible assets
The recoverable amount of the goodwill and
intangible assets are determined based on value-in-
use calculation. The value-in-use is based on the
cash flows forecast model for each cash-generating
unit and required the estimation of model
assumptions, discount rate and growth rate.
Accordingly, the impairment assessment of these
assets is considered to be a key audit matter.

No impairment was required as the recoverable
amount of the goodwill and intangible assets were
in excess of their carrying amount.

Revenue recognition

Revenue is recognised when the risks and rewards
of the underlying products and services have been
transferred to the customer.

Revenue recognition was determined to be a key
audit matter and a significant risk of material
misstatement due to the risk related to the
recognition of revenue before risks and rewards
have been transferred.

Significance of property, plant and equipment
As at 30 November 2019, the Group had property,
plant and equipment amounting to A$2,459,002.
The significance of the property, plant and
equipment on the statements of financial position
resulted in them being identified as a key audit
matter.

e Assessed the reliability of the Directors’
forecast through the review of past trends of
actual financial performances against previous
forecasted results;

e Checked the key assumptions used by the
Directors in the value-in-use calculation on
sales volume growth rate and margin by
product comparing to business plans, historical
results and market data;

e Performed sensitivity analysis on sales volume
growth rates and discount rate to evaluate
impact on the impairment assessment; and

e Assessed the adequacy and reasonableness of
the disclosures in the financial statements.

Our audit procedures, considering the significant
risk of material misstatement related to revenue
recognition, included amongst other:

e Assessing the application of Group’s
accounting policies over revenue recognition
and comparing the Group’s accounting policies
over revenue recognition with applicable
accounting standards;

e Identifying the nature of the revenues and
identification of any unusual contract terms;

e Testing the revenue recognised including
testing of Group’s controls on revenue
recognition, when applicable. Our testing

included tracing the information to agreements
and payments;

e Assessing the revenue recognised with
substantive analytical procedures; and

e Assessing the Group’s disclosures on revenue
recognition.

Our audit procedures included testing of design,
existence and operating effectiveness of internal
control procedures implemented as well as test of
detail to ensure completeness and accuracy of the
property,

following:
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Key audit matter

How our audit addressed the key audit matter

Significance of property, plant and equipment

Leasehold land is measured at cost less any
accumulated impairment losses. Other property,
plant and equipment are measured at costs less any

e Ensured the estimated remaining useful lives
and residual values of property, plant and
equipment is reasonable, by comparing the

Directors’ estimates to the useful lives of assets
with similar characteristics;

e Reviewed the Group’s depreciation policy for
property, plant and equipment and verified the
inputs to the calculation; and

e Performed predictive tests on depreciation
charge.

accumulated depreciation and any accumulated
impairment losses.

Information Other than the Financial Statements and Auditors’ Report Thereon

The Directors of the Company are responsible for the other information. The other information
comprises the information included in the annual report, which is expected to be made available to us
after the date of this auditors’ report, but does not include the financial statements of the Group and of
the Company and our auditors’ report thereon.

Our opinion on the financial statements of the Group and of the Company does not cover the other
information and we do not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements of the Group and of the Company, our
responsibility is to read the other information and, in doing so, consider whether the other information is
materially inconsistent with the financial statements of the Group and of the Company or our knowledge
obtained in the audit or otherwise appears to be materially misstated.

If, based on the work we have performed, we conclude that there is a material misstatement of this other
information, we are required to report that fact. We have nothing to report in this regard.

Responsibilities of the Directors for the Financial Statements

The Directors of the Company are responsible for the preparation of financial statements of the Group
and of the Company that give a true and fair view in accordance with IFRSs. The Directors are also
responsible for such internal control as the Directors determine is necessary to enable the preparation of
financial statements of the Group and of the Company that are free from material misstatement, whether

due to fraud or error.

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

alternative but to do so.

CTG FIBERSWAY INTERNATIONAL LIMITED 2019
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Auditors’ Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements of the Group
and of the Company as a whole are free from material misstatement, whether due to fraud or error, and to
issue an auditors’ report that includes our opinion. Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance with ISA will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be expected to influence the economic decisions
of users taken on the basis of these financial statements.

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

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

- Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Group’s and of the Company’s internal control.

" Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the Directors.

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

as a going concern.

u Evaluate the overall presentation, structure and content of the financial statements of the Group
and of the Company, including the disclosures, and whether the financial statements of the
Group and of the Company represent the underlying transactions and events in a manner that
achieves fair presentation.

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

We communicate with the Directors regarding, among other matters, the planned scope and timing of the
audit and significant audit findings, including any significant deficiencies in internal control that we
identify during our audit. /LJ
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We also provide the Directors with a statement that we have complied with relevant ethical requirements
regarding independence, and to communicate with them all relationships and other matters that may
reasonably be thought to bear on our independence, and where applicable, related safeguards.

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

Other matters

This report is made solely to the members of the Company, as a body and for no other purpose. We do
not assume responsibility to any other person for the content of this report.

The engagement partner on the audit resulting in this independent auditors’ report is Ho Mee Ling.

“Ya-

HML & CO.
AF: 1325
Chartered Accountants

Kuala Lumpur, Malaysia
10 February 2020

CTG FIBERSWAY INTERNATIONAL LIMITED 2019
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CTG FIBERSWAY INTERNATIONAL LIMITED
(Incorporated in Cayman Islands)

STATEMENT BY DIRECTORS

In the opinion of the Directors of CTG FIBERSWAY INTERNATIONAL LIMITED, the financial
statements set out on pages 7 to 49 are drawn up in accordance with International Financial Reporting
Standards so as to give a true and fair view of the financial position of the Group and of the Company as
at 30 November 2019 and of their financial performance and cash flows for the period then ended.

Signed on behalf of the Board of Directors,

SHENG, ZEJUN SHENG, YANJUN

Director Director

People’ Republic of China
10 February 2020
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CTG FIBERSWAY INTERNATIONAL LIMITED

(Incorporated in Cayman Islands)

STATEMENTS OF FINANCIAL POSITION

AS AT 30 NOVEMBER 2019

ASSETS

NON-CURRENT ASSETS
Property, plant and equipment
Intangible asset

Investment in subsidiaries
Goodwill

CURRENT ASSETS

Inventories

Trade receivables

Other receivables and prepayments
Other assets

VAT recoverable

Fixed deposits with bank

Cash and bank balances

TOTAL ASSETS

EQUITY AND LIABILITIES

EQUITY

Share capital

Foreign currency translation
reserves

(Accumulated loss)/Retained profit

TOTAL EQUITY

NON-CURRENT LIABILITY
Borrowings

CURRENT LIABILITIES

Trade payables

Other payables, deposit received and
accruals

Borrowings

Tax payables

TOTAL LIABILITIES

Note

[*-BEN Be NNV,

10
11
12

13

15

16

17

18
17

TOTAL EQUITY AND LIABILITIES

The accompanying notes form an integral part of the financial statements.

Group Company
2019 2018 2019 2018
AS AS AS AS
2,459,002 2,434,520 - -
1,775,043 1,665,128 - -
- - 4,500,000 4,500,000
3,194,627 2,996,808 - -
7,428,672 7,096,456 4,500,000 4,500,000
1,576,504 1,545,290 - -
5,671,007 5,831,922 - -
1,122,069 822,344 - -
11,456 6,771 - -
709,906 441,154 - -
245,630 230,420 - -
191,344 232,868 - -
9,527,916 9,110,769 - -
16,956,588 16,207,225 4,500,000 4,500,000
4,500,000 4,500,000 4,500,000 4,500,000
303,826 (8,715) - -
(361,584) 336,563 (20,271) (8,084)
4,442 242 4,827,848 4,479,729 4,491,916
923,736 965,006 - -
6,421,789 4,876,884 - -
705,181 1,906,965 20,271 8,084
4,439,827 3,544,920 - -
23,813 85,602 - -
11,590,610 10,414,371 20,271 8,084
12,514,346 11,379,377 20,271 8,084
16,956,588 16,207,225 4,500,000 4,500,000

7
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CTG FIBERSWAY INTERNATIONAL LIMITED
(Incorporated in Cayman Islands)

STATEMENTS OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 30 NOVEMBER 2019

Group Company
23.10.2017 23.10.2017
to to
2019 30.11.2018 2019 30.11.2018
Note AS AS AS$ AS

Revenue 19 18,196,238 21,911,049 - -
Cost of sales (16,410,723)  (19,401,349) - -
Gross profit 1,785,515 2,509,700 - -
Other operating income 810,981 416,850 - -
Other operating expenses (112) (20) - -
Distribution costs (464,537) (493,680) - -
Administration expenses (2,473,555) (1,616,476) (12,187) (8,084)
(Loss)/Profit from operations 20 (341,708) 816,374 (12,187) (8,084)
Finance costs 21 (378,598) (429,618) - -
(Loss)/Profit before tax (720,306) 386,756 (12,187) (8,084)
Income tax expenses 22 22,159 (50,193) - -
(Loss)/Profit for the year/period (698,147) 336,563 (12,187) (8,084)
Other comprehensive income
Items that are or may be reclassified subsequently to
profit or loss:
Foreign currency translation
differences 312,541 (8,715) - -
Total comprehensive (loss)/income for the
year/period (385,606) 327,848 (12,187) (8,084)
(Loss)/Earnings per share:
Basic - cents per share 23 (0.35) 0.17 - -

The accompanying notes form an integral part of the financial statements.
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CTG FIBERSWAY INTERNATIONAL LIMITED
(Incorporated in Cayman Islands)

STATEMENTS OF CHANGES IN EQUITY
FOR THE YEAR ENDED 30 NOVEMBER 2019

Foreign Retained
currency profits/
translation (Accumulated
Share capital reverses loss) Total
AS AS AS AS$
Group
As at date of incorporation 100 - - 100
Issue of shares during the 900 - - 900
period
Share issued to
existing shareholders* in
exchange for share of
subsidiaries acquired 4,499,000 - - 4,499,000
Total comprehensive
income for the period - (8,715) 336,563 327,848
As at 30 November 2018 4,500,000 (8,715) 336,563 4,827,848
Total comprehensive loss
for the year - 312,541 (698,147) (385,606)
As at 30 November 2019 4,500,000 303,826 (361,584) 4,442242

The accompanying notes form an integral part of the financial statements.
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CTG FIBERSWAY INTERNATIONAL LIMITED

(Incorporated in Cayman Islands)

STATEMENTS OF CHANGES IN EQUITY

FOR THE YEAR ENDED 30 NOVEMBER 2019

Foreign Retained
currency profits/
translation (Accumulated
Share capital reverses loss) Total
A$ AS AS AS$
Company
As at date of incorporation 100 - - 100
Issue of shares during the 900 - - 900
period
Shares issued to
existing shareholders* in
exchange for share of
subsidiaries acquired 4,499,000 - - 4,499,000
Total comprehensive loss
for the period - - (8,084) (8,084)
As at 30 November 2018 4,500,000 - (8,084) 4,491,916
Total comprehensive loss
for the year - - (12,187) (12,187)
As at 30 November 2019 4,500,000 - (20,271) 4,479,729

*Existing shareholders: Shareholders of the Company as at 20 November 2017.

The accompanying notes form an integral part of the financial statements.
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CTG FIBERSWAY INTERNATIONAL LIMITED

(Incorporated in Cayman Islands)

STATEMENTS OF CASH FLOWS

FOR THE YEAR ENDED 30 NOVEMBER 2019

Note

CASH FLOWS FROM OPERATING
ACTIVITIES

(Loss)/Profit before tax

Adjustment for:

Depreciation of property, plant and
equipment

Interest expenses

Interest income

Loss on disposal of property, plant and
equipment

Operating (loss)/profit before working
capital changes

Increase in inventories

Decrease in trade receivables
(Increase)/Decrease in other receivables
and prepayments

Increase in other assets
(Increase)/Decrease in VAT recoverable
Increase/(Decrease) in trade payables
(Decrease)/Increase in other payables,
deposit received and accruals

Cash (used in)/from operations
Interest paid

Interest received

Tax paid

Net cash (used in)/from operating
activities

CASH FLOWS FROM INVESTING ACTIVITIES

Proceeds from disposal of property,
plant and equipment

Purchase of property, plant and
equipment

Cash used in acquisition of
subsidiaries 25
Net cash used in investing

activities

Group Company
23.10.2017 23.10.2017
to to
2019 30.11.2018 2019 30.11.2018
AS AS AS AS

(720,306) 386,756 (12,187) (8,084)
317,963 266,557 - -
358,403 411,915 - .
(1,602) (1,317) . i

- 18,559 - -
(45,542) 1,082,470 (12,187) (8,084)
(31,214) (14,250) - i
160,915 7,466,119 - -
(299,725) 2,061,601 - -
(4,685) (1,016) - .
(268,752) 49,737 - -
1,544,905 (5,729,558) - .
(1,201,784)  (1,466,927) 12,187 8,084
(145,882) 3,448,176 - -
(358,403) (411,915) - .
1,602 1,317 - .
(39,630) (12,703) - i
(542,313) 3,024,875 - ]
- 196 - .
(183,060) (720,818) - .
- 443,363 - -
(183,060) (277,259) . .

The accompanying notes form an integral part of the financial statements.
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CTG FIBERSWAY INTERNATIONAL LIMITED

(Incorporated in Cayman Islands)

STATEMENTS OF CASH FLOWS

FOR THE YEAR ENDED 30 NOVEMBER 2019

Note

CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds from borrowings
Repayment of borrowings

Net cash from/(used in) financing
activities

Net (decrease)/increase in cash and cash
equivalents

Cash and cash equivalents at beginning
of the year/incorporation date

Effect of exchange rate changes on cash
and cash equivalents

Cash and cash equivalents at end of the
year/period

Cash and cash equivalents
comprise:

Fixed deposits with bank
Cash and bank balances

Less: Fixed deposits pledge with bank

Group Company
23.10.2017 23.10.2017
to to
2019 30.11.2018 2019 30.11.2018
AS AS AS AS
5,311,701 4,626,945 -
(4,761,139) (6,950,520)
550,562 (2,323,575) -
(174,811) 424,041 -
266,348 - -
135,497 (157,693) -
227,034 266,348 -
245,630 230,420 -
191,344 232,868 -
436,974 463,288 -
(209,940) (196,940) -
227,034 266,348 -

The accompanying notes form an integral part of the financial statements.
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