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CHAIRMAN'S STATEMENT
ERHRE

In 2019, the Group’s sound operational and management abilities
and goal of becoming a comprehensive “industry-finance-internet”
service provider led it to continue integrating different regional
businesses, establish channels across multiple businesses, expand
its existing business scale, and devise cost valuation and control
strategies to enhance growth in its operating results. New operating
and management strategies will help expand the Group’s business
and facilitate further change. Despite the implementation of a series
of new regulatory policies, the Group remained true to its original
intentions in respect to risk management. The Group maintained a
stable and steady operation while closely monitoring its compliance
risk, business investment risk and operational risk.

In 2019, the Group made good progress in reshaping its
organisational structure and development of its business. Excellent
results were also achieved in controlling operational costs and non-
performing assets. This also signified that the Group’s business in
Hong Kong and Shenzhen is gradually on track which has strategical
significance in the establishment of its platform that provides
services across different regions based on a combination of industry,
finance and internet. The Group will continue to identify target assets
in key cities of China and across the world and explore the internal
value of such assets with the extensive management experience
of the Group. Meanwhile, substantial progress has been made in
the Group’s cooperation with technology companies in the field of
industry, finance and internet integration, and an online platform
based on an intelligent risk decision model will be launched. The
Group will seek to expand customer base through online channels
and benefit from the economy of scale by expanding business scale
and saving costs with fully-online service process. It will continue to
use technology to enhance operational efficiency and scalability and
enable its transformation.

The year 2020 will see the Group making a great stride in the
development of its business. It intends to further enhance the
competitive edge and synergies of regional businesses and
simultaneously develop upstream and downstream businesses
in line with its development strategy of steady, stable operation.
A scale effect may be achieved by increasing the customer base
through online channels. Synergy among the Group’s sub-markets
and regions will strengthen and consolidate its overall long-term
competitiveness.
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CHAIRMAN'S STATEMENT
ERHRE

As we all know, the economy of the digital revolution and “internet
+" era is marching towards us. In the current stage of business,
technology and society transformation, the Group will push
forward its strategical transformation and expedite the formation of
differentiated advantages. In terms of transformation, the Group will
strive to rise in smart manufacturing, make strides in innovation and
reshape its organisational structure to achieve first-class corporate
governance. In terms of technological development, the Group
will focus on hi-tech industries such as information technology
and drive the creation of a new generation smart community
property management system so as to build a solid foundation for
the development of more property projects in the future. In terms
of synergies, the Group will leverage on a coordinated system
of “industry + finance + internet” to complete the collaborative
system among its business segments, build a common platform for
development and establish a new win-win pattern in the industry
chain. The Group will continue to consolidate its advantages in
industry, fund, and asset quality, serve its clients with sincerity,
reward its shareholders, and act responsibly through social
contributions.

I would like to take this opportunity to express my gratitude for
the trust and support of our shareholders, investors and business
partners, and to thank fellow members of the Board, the senior
management team and all staff for their dedication and team spirit.
Looking ahead, the Group will strive to maintain stable growth and
obtain the fullest possible rewards for shareholders.

On behalf of the Board
Huang Binghuang
Chairman

Hong Kong, 26 March 2020
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Management Discussion and Analysis

BEBNWR DN

BUSINESS REVIEW AND PROSPECTS
Financial review

During the year, the Group continued to engage in property related
businesses, provision of horticultural services, money lending
business, securities trading business, manufacturing and trading
of graphene and graphene-related products. The Group's revenue
of the year was mainly derived from rental income of investment
properties and provision of horticultural services.

The Group recorded a net loss of HK$10,000 for the year as
compared to a net loss of HK$88,822,000 for last year. The
substantial reduction of loss was mainly due to the net effect of:

(i) the operating and administrative expenses decreased by 38%
as senior management’s remuneration for the year ended 31
December 2019 were reduced as compared to that for the year
ended 31 December 2018;

(i) the value of assets held by the Group increased by 6% resulting
in a significant increase in the valuation gains on assets
recorded for the year ended 31 December 2019 by the Group;

(i) write-off of prepayment for property, plant and equipment of

Japan subsidiaries for the year ended 31 December 2019 (HK$
Nil) as compared 2018 amounted to HK$54,516,000; and

(iv) gain on disposal of subsidiaries for the year ended 31
December 2019 amounted to HK$9,112,000 (2018: HK$ Nil).

Total revenue decrease by 19% to HK$13,458,000 (2018:
HK$16,529,000).

Revenue from rental income decrease by 36% year-over-year to
HK$6,874,000 (2018: HK$10,747,000).

Revenue derived from horticultural services recorded a 35% increase
to HK$6,584,000 (2018: HK$4,894,000).
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Management Discussion and Analysis

BEBNWR DN

BUSINESS REVIEW AND PROSPECTS
(CONTINUED)

Financial review (continued)

Operating and administrative expenses decreased to HK$34,951,000
from the prior year of HK$56,267,000, representing a reduction of
38% year-over-year.

Finance costs amounted to HK$8,104,000 (2018: HK$5,943,000)
increased by 36%, including interest cost on bank borrowing
HK$6,042,000 (2018: HK$5,943,000) and interest cost on other
borrowings HK$1,946,000 (2018: HK$NIl). The increase is mainly due
to the charge of 3.5% monthly interest rate on other borrowings and
the amount was fully settled before the year end of September 2019.

Total equity of the Group remains approximately the same to
HK$196,842,000 (2018: HK$196,856,000) as a result of substantial of
reduction of loss for the year ended 31 December 2019.

The net asset value of the Group per share as at 31 December 2019
was HK$0.07 (2018: HK$0.07) based on the 2,819,102,084 (2018:
2,819,102,084) shares in issue.
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Management Discussion and Analysis

BEBNWR DN

BUSINESS REVIEW AND PROSPECTS
(CONTINUED)

Business review

The Group investment properties increased by 6% in market value
and amounted to HK$390,000,000 (2018: HK$369,200,000) resulting
a fair value gain on investment properties by HK$20,800,000
(2018: HK$10,800,000). However, rental income from investment
properties decrease by 36% and amounted to HK$6,874,000 (2018:
HK$10,747,000).

The Group operates horticultural services business under the brand
“Cheung Kee Garden”, which has over forty years of history and
sound reputation in the local market. This business segment has
a long established customer base and recorded increase in sales
volume of both sale of plants and provision of horticultural services
business during the year under review.

On 11 April 2019, the Group disposed 100% of the issued share
capital of Donwin Property Limited, a wholly owned subsidiary of the
Company, at a consideration of HK$9,500,000 with a net asset value
HK$404,000, result in a gain of HK$9,096,000 (2018: HK$NIl).

On 4 Jan 2019, the Group disposed 100% of the share capital of
Century Elegant Limited, a wholly owned subsidiary of the Company,
at a consideration of HK$200,000.

The Group started the segment of manufacturing and sales of
graphene in Japan since 2016. However, in 2018, due to shortage
of fund, the Group was unable to further support that business
segment. After careful consideration, the Board at the relevant time
had decided to discontinue the construction process and cease the
business in Japan. As a result, the prepayment of equipment and
machinery for manufacturing of graphene has been written off for
the year ended 31 December 2018.
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Management Discussion and Analysis

BEBNWR DN

BUSINESS REVIEW AND PROSPECTS
(CONTINUED)

Business review (continued)

Following the completion of the sale and purchase of 2,112,395,735
shares of the Company (representing approximately 74.93% of the
existing issued share capital of the Company as at the material
time) on 21 June 2019 and the close of the unconditional mandatory
general offer on 9 August 2019, China Asia Graphene Holding
Group Co. Limited (previously known as Zhonghan International
Holdings Group Limited), a company incorporated in Hong Kong and
ultimately controlled by Mr. Huang Binghuang (“Mr. Huang"), has
acquired approximately 74.94% of the entire issued share capital of
the Company. After the completion of the unconditional mandatory
general offer, the Company continues to operate its existing
business. The Company is in the progress of conducting a detailed
review of its business and operations in order to formulate a long-
term strategy for the Group and explore other business opportunities
for enhancing its future development and strengthening its revenue
bases. Specifically, the Company, through its operating subsidiaries,
is considering expanding its property management business into
mainland China.

Response to COVID-19

The recent outbreak of COVID-19 coronavirus (“COVID-19") has
been impacting Hong Kong and many aspects of our operations. The
Group uses its best endeavors to mitigate the adverse impact of the
COVID-19 outbreak on the Group. To ensure the health and safety
of our customers and staff, the Group has, in a timely manner, put
in place numerous precautionary measures and procured essential
protective supplies. At the same time, during this critical period,
the Group has proactively taken steps in ensuring stable business
operations of the Group.

The Group will continue closely monitoring the development of
COVID-19 situation and fully prepare for business development after
the epidemic.
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Management Discussion and Analysis

BEBNWR DN

LIQUIDITY AND FINANCIAL RESOURCES

All the Group's funding and treasury activities are centrally managed
and controlled at the corporate level. The Group’s monetary assets
and liabilities are denominated and the Group conducts its business
transactions principally in Hong Kong dollars same as compare to
last year.

As at 31 December 2019, there was outstanding bank loans in
the principal sum of HK$200,000,000 (2018: HK$200,000,000). The
Group’s working capital requirements are funded by bank loans
and shareholder’s loan of HK$12 million in the fourth quarter of
2019. The bank has been conducting a credit review in respect of
the existing banking facility. As at the date of this report, the bank
has orally but not yet notified in written to the Company for the
Company suggestion of the partially loan repayment via the support
of shareholder’s loan proposal and the results is under review.

The Group recorded a net current liabilities of HK$221,464,000 for
the year ended 31 December 2019 (2018: HK$196,641,000).

The Company has received written confirmation from Mr. Huang that
he will continue to provide financial support to the Company to meet
all the obligation of the Company to the extent that it is unable to
meet those obligations itself.

Gearing Ratio

Debt to equity gearing ratio of the Group for the year ended 31
December 2019 is 108% (2018:102%) being calculated by bank
borrowings and shareholder’s loan/shareholder’s funds. Debt to
asset gearing ratio of the Group for the year ended 31 December
2019 is 50% (2018: 49%) being calculated by bank borrowings and
shareholder’s loan/total assets

PLEDGE OF ASSETS

As at 31 December 2019, investment properties, certain land and
buildings and bank deposits with an aggregate value of not less than
of HK$400,275,000 (2018: HK$375,974,000) were pledged to the bank
to secure bank loans granted to the Group.
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Management Discussion and Analysis

BEBNWR DN

EMPLOYEES AND REMUNERATION POLICY

As at 31 December 2019, the Group employed a total of 24
employees (2018: 36), including directors. Taking into account the
financial challenges ahead and the operation needs of the Group,
the Group has simplified its manpower by layoff twelve staff, with
employee benefits expense for the year ended 31 December 2019
amounted to HK$16,190,000 (2018: HK$32,357,000).

Employees (including directors) are remunerated according to their
duties and responsibilities, market conditions and performance of
the Group. On top of basic salaries, discretionary bonus and share
options may be granted to eligible employee by reference to the
individual’s performance. In addition, the Company also provides
social security benefits to its staff such as mandatory provident fund
scheme in Hong Kong.

DIVIDEND POLICY

The Company has adopted a dividend policy (the “Dividend
Policy”), pursuant to which the Company may distribute dividends
to the shareholders of the Company by way of cash or shares.
Any distribution of dividends shall be in accordance with the Bye-
laws of the Company and the distribution shall achieve continuity,
stability and sustainability. The recommendation of the payment
of any dividend is subject to the absolute discretion of the Board,
and any declaration of final dividend will be subject to the approval
of the shareholders. In proposing any dividend payout, the Board
shall also take into account, inter alia, the Group's earnings per
share, the reasonable return in investment of the investors and
the shareholders in order to provide incentive to them to continue
to support the Group in long-term basis, the financial conditions
and business plan of the Group, and the market sentiment and
circumstances. The Dividend Policy will be reviewed from time to
time and there is no assurance that a dividend will be proposed or
declared in any specific periods.
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Directors’ Report
EEERE

The directors herein present their annual report together with the
audited financial statements of the Company and its subsidiaries (the
“Group”) for the year ended 31 December 2019.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. Details
of the principal activities of the principal subsidiaries are set out in
note 38 to the financial statements.

BUSINESS REVIEW

Business review and prospects

A business review of the Group’s and a discussion and analysis of
the Group'’s performance during the year ended 31 December 2019,
the financial position and an indication of likely future development
in the Company’s business are set out in section headed “Business
Review and Prospects” on page 6 of this Annual Report.

Principal risks and uncertainties
The major risks facing the Group are summarized below.

Impact of local and international regulations

The business operation of the Group is also subject to government
policy, relevant regulations and guidelines established by the
regulatory authorities. Failure to comply with the rules and
requirements may lead to penalties, amendments or suspension
of the business operation by the authorities. The Group closely
monitors changes in government policies, regulations and markets as
well as conducting studies to assess the impact of such changes.

Third-party risk

The Group has been relying on third-party service providers in parts
of business to improve performance and efficiency of the Group.
While gaining the benefits from external service providers, the
management realizes that such operational dependency may pose
a threat of vulnerability to unexpected poor or lapses in service
including reputation damage, business disruption and monetary
losses. To address such uncertainties, the Group engages only
reputed third-party providers and closely monitors their performance
or recruits qualified staff to provide such service.

BRAR

China Graphene Group Limited ¢ FEGAEH

EEEUREARFANRENBAR ((REE]DEE
“E-NFH A=t B EFEZFRELEZ
PTG -

FEEHR

ARBZEBEBR/IRERR - TEMBRATZE
BRI HBHNMERRM IS

EdE) ]

REBOERRE
HE_Z-NAF+-A=T+—BIFEZFEEE
BRI R AEBRRZFHBEAN ~ MBHIRR R A
RAIFEBZ AR R ERRAENAFRFOR 2
BoERRE] -

TRERBKARERE
AT AR EEE O EZ R -

1 R BB R B
AEBNEBEETZBTBOR - AR REE
HWREELOIESIAR - REEBTHRAILEEE - 7
WERHBRIR - BTN EEXBLE - AKH
BUERBTBE - RO RSN ES - WETTH
7 ARHER SR BT ROTE -

F=FREEE

RNEBIE M ER H ERIEE = H IR HAER - 1A
BUE AR BRI KRR - HHNE RIS A FE P15 2 FI
ERRE  BEEESIRESLERBREITT
AFESNELRARBBRBENRE - REEERE -
ERTE RS ERL - HHZETHERE A%
EEREERIFNE= HEERAIE  WEER
HEMRRNBESERE TREBRRY -



Directors’ Report
EEERE

BUSINESS REVIEW (CONTINUED)

Environmental policies and performance

The Company persistently strive to operate its business in an
economic, social and environmentally sustainable manner. During
the year, while seeking business growth, the Group assumed its
corporate environmental and social responsibilities proactively by
making constant progress towards sustainable development. The
Group has developed and improved its environmental policies,
optimised the efficiency in the use of energy and resources,
advocated and promoted environmental protection and reduced the
impact of its business development on the environment.

Details of the Company’s environmental policy and performance are
published in the separate Environmental, Social and Governance
Report which will be available at the Company’s website and the
website of the Stock Exchange not later than 3 months after the
publication of this annual report.

Compliance with laws and regulations

The incorporation places of the Company and its subsidiaries
includes Bermuda, Hong Kong, the British Virgin Islands (the “BVI")
and Japan and an associate company in Cayman lIslands. The
Group's operations are carried out by the Company's subsidiaries in
Hong Kong and Japan while the Company itself is listed on the Stock
Exchange of Hong Kong Limited. Our establishment and operations
accordingly shall comply with relevant laws and regulations of
Bermuda, Hong Kong, the BVI, Japan and Cayman Islands. During
the year ended 31 December 2019, we have complied with all
the relevant laws and regulations in the statutory and business
operation.

Key relationships with employees, customers and
suppliers

The Group promoted people-oriented management cultures and
emphasized the value of employees as it believed employees were
important resources for enhancing the Company’s productivity
and core competency. To provide employees with competitive
remunerations and opportunities to receive skill trainings is closely
connected to the realization of employees’ individual values as well as
the Group's strategic goals.

The Group maintained good cooperation and communications
with suppliers and ensured both sides were mutually benefited.
The Group also paid close attention to customers’ satisfaction
and constantly enhanced service quality in order to maintain good
reputation of the Company.
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FINANCIAL STATEMENTS

The results and cash flows of the Group for the year ended 31
December 2019 and the state of affairs of the Company and the
Group at that date are set out in the financial statements on pages
54 t0 134.

DIVIDENDS

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

SUMMARY FINANCIAL INFORMATION

A summary of the results and of the assets, liabilities and
noncontrolling interests of the Group for the last five financial years is
set out on the page 136 of this Annual Report.

FIXED ASSETS

Details of movements in the fixed assets of the Group are set out in
note 18 to the financial statements.

SHARE CAPITAL

Details of the Company'’s share capital during the year are set out in
note 30 to the financial statements.

PRE-EMPTIVE RIGHTS

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

RESERVES

Details of movements in the reserves of the Company and the Group
during the year are set out in note 32 to the financial statements and
in the consolidated statement of changes in equity respectively.
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DISTRIBUTABLE RESERVES

As at 31 December 2019, the Company’s reserves available for
distribution calculated in accordance with the provisions of the
Companies Act 1981 of Bermuda (as amended) was Nil (2018: Nil).

MAJOR CUSTOMERS AND SUPPLIERS

In the year under review, sales to the Group’s five largest customers
accounted for 25% (2018: 32%) of the total sales for the year and
sales to the largest customer included therein amounted to 15%
(2018: 23%).

Purchases from the Group's five largest suppliers accounted for 54%
(2018: 79%) of the total purchases for the year and purchases from
the largest supplier included therein amounted to 29% (2018: 41%).

As far as the directors are aware, neither the directors, their close
associates, nor those shareholders which to the knowledge of the
directors own more than 5% of the Company'’s issued shares had
any interest in the five largest customers and suppliers.

QUALIFIED OPINION

The auditor of the Company, ZHONGHUI ANDA CPA Limited (the
“Auditor”), has expressed Qualified Opinion for the financial year
ended of 31 December 2018 and 2019. Details of the basis of the
Qualified Opinion are included in the Independent Auditor’s Report
(the "Audit Qualifications”) on page 47 to page 53 of this report.
In gist, there was insufficient evidence relating to the accounting
treatment of the Company’s Taiwan associate, namely Five Color
Stone Technology Corporation (“Five Stone Technology”) and the
Company'’s Japan subsidiaries, namely WI Capital Co., Limited and WI
Graphene Co., Limited (“WI Capital” and “WI Graphene” respectively).

The impact on the Company’s financial position will be assessed
after the Board and the management have obtained all documents
for the Auditor to complete the audit as soon as practicable.
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QUALIFIED OPINION (CONTINUED)

The reason why the Auditor could not obtain the required
information and documents for audit purpose at the relevant time
was due to Five Color Stone, WI Capital and WI Graphene not having
provided the required documents to the Auditor for the FY2018
audit in a timely manner or at all. The required documents were not
provided by Five Color Stone in a timely manner because it was not
a usual requirement under the relevant Taiwan regulations to have
prepared such documents. Since WI Capital and WI Graphene have
ceased operation, the management of WI Capital and WI Graphene
requested the Company to settle the outstanding debts of WI Capital
and WI Graphene including outstanding taxes, rent and salary before
they can resume the operation of WI Capital and WI Graphene and
thereafter provide the requested documents and information to the
Company. The Board understood from Mr. Zhou Chen that at the
relevant time the Company did not have sufficient funds to settle
such outstanding debts.

After the new management of the Company has been appointed in
September 2019, the Board has proactively arranged for site visits of
consultants, legal advisors and the Auditor to Taiwan and Japan for
the purpose of obtaining and reviewing necessary information and
documents to the satisfaction of the Auditor in order to remove the
Audit Qualification. However, due to a number of incidents in Hong
Kong which has delayed the investigation process, including the HK
protests, the Christmas and new year holiday period, together with
the coronavirus, the Board and Management were unable to obtain
the necessary information and documents required by the Auditor
and therefore the Audit Qualifications remains for FY2019.

Without being able to obtain the necessary additional documents
for audit purpose, the Board acknowledges the insufficiency
of documents for audit and therefore the expression of Audit
Qualifications by the Auditor. The Board agreed that all the required
requirements for audit purpose shall be obtained by the Auditor in
order to completely reflect the financial position of the Company and
to remove the Audit Qualifications as soon as practicable.

The Audit Committee agreed with the Company’s position that
the Auditor gave Audit Qualification. The Audit Committee further
agreed with the Management'’s position and assessment towards
the financial position of the Company as mentioned above.
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QUALIFIED OPINION (CONTINUED)

Since the publication of the 2018 Annual Report, the Company has
taken various actions to address the Audit Qualifications including:

(@)

Appointing a new CFO in November 2019, hiring external
consultants in December 2019 and engaging legal advisors in
January 2020 to review and investigate the events surrounding
the Audit Qualifications;

Having regular email correspondence and telephone
conversation with the management of Five Stone Technology,
WI Capital and WI Graphene about the events surrounding the
Audit Qualifications; and

Arranging site visits to Japan and Taiwan and face to face
meetings with the management of Five Stone Technology, WI
Capital and WI Graphene in order to obtain required documents
for audit purpose.

Considering that the Audit Qualifications remains for FY2019, the
Company proposes to take the following plan in order to remove the
Audit Qualifications in the financial statements of FY2021 or FY2022:

@)

Obtaining all required documents to meet the requirements
of the Auditor to (i) do an interim audit for the period ended
30 June 2020 and to announce before 31 August 2020; or (ii)
do an annual audit for the financial year ended 31 December
2020 and to announce the same before 31 March 2021 (by
sending representatives and the Auditor to Japan and Taiwan
and/or taking appropriate legal action in Taiwan and Japan).
In this case, the Company expects the Audit Qualification
will be carried to the auditor’s report for the financial year
ended 31 December 2020, because these qualifications are
concerning the financial statements of the Group for the year
ended 31 December 2019, which will form the basis for the
corresponding figures presented in the next year’s financial
statements, and the Auditor Qualification to be removed in the
financial statements of FY2021; and

If the Company fails to obtain all the required documents
under (a) above, winding-up Five Stone Technology, WI Capital
and WI Graphene after obtaining relevant professional advice.
In this case, the Company expects the Audit Qualification will
remain on for the financial year ended 31 December 2020, the
qualification on corresponding figures for the financial year
ended 31 December 2021, and removed in the financial year
ended 31 December 2022.

The Company will keep the shareholders and investors informed and
updated about the progress of addressing the Audit Qualifications.
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DIRECTORS

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

Executive directors:

Mr. Huang Binghuang (Chairman) (Appointed on 30 September 2019)
Ms. Xia Ping (Appointed on 30 September 2019)

Mr. Zhou Chen

Mr. Chen Meng (Resigned on 23 August 2019)

Non-executive director:
Ms. Wang Li Jiao (Appointed on 30 September 2019)
Mr. Li Feng Mao (Resigned on 23 August 2019)

Independent non-executive directors:

Mr. Lum Pak Sum (Appointed on 30 September 2019)
Mr. Gao Han (Appointed on 28 February 2019)

Mr. Chow Chi Ping (Appointed on 28 February 2019)
Mr. Wang Song Ling (Resigned on 23 August 2019)

In accordance with the Company’s Bye-law 87(1), Mr.Zhou Chen,
Mr. Gao Han and Mr. Chow Chi Ping will retire from office by
rotation, being eligible, offer himself for re-election as director at the
forthcoming annual general meeting.

The Company has received from each of the Independent Non-
Executive Directors an annual confirmation of independence
pursuant to Rule 3.13 of the Rules Governing the Listing of Securities
on the Stock Exchange (“Listing Rules”) and considers each of the
Independent Non-Executive Directors is independent.

DIRECTORS’ SERVICE CONTRACTS

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

INDEMNITY OF DIRECTORS

The Company has maintained appropriated directors and officers
liability insurance and such permitted indemnity provision for
the benefit of the Directors is currently in force and was in force
throughout the year.
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DIRECTORS’ INTERESTS IN SHARES

As at 31 December 2019, the interests or short positions of the
Directors and chief executives of the Company and their associates
in the shares, underlying shares and debentures of the Company
and its associated corporations (within the meaning of Part XV of
the Securities and Futures Ordinance (the “SFQO")) as recorded in the
register required to be kept by the Company pursuant to Section 352
of the SFO, or as otherwise notified to the Company and the Stock
Exchange pursuant to the Model Code for Securities Transactions by
Directors of Listed Issuers (the “Model Code”) were as follows:

MANAGEMENT CONTRACTS

No contracts, other than a contract of service with any executive
Director or any person engaged under the full-time employment of
the Company, concerning the management and administration of
the whole or any substantial part of the business of the Company
were entered into or existed during the year.

Long Positions in Shares and Underlying Shares of the
Company:
Long Positions in Shares and Underlying Shares of the Company:
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Number and class

Nature of interest of shares held Percentage
Name of director EZEEH EEME iR o 28 R ER BatE
Huang Binghuang  =/H/& Interest of controlled corporation 2,112,533,229 74.94%
RIS AR ER ordinary shares
% 3 A
Note: BT

(i) Mr. Huang Binghuang (“Mr. Huang") was deemed to have 2,112,533,229 shares
held by China Asia Graphene Holding Group Co. Limited (previously known as
Zhonghan International Holdings Group Limited) as Mr. Huang indirectly holds
90% of the shares of China Asia Graphene Holding Group Co. Limited (previously
known as Zhonghan International Holdings Group Limited).

A winding-up petition was made against China Asia Group (HK) Limited and
details of which could be found in note 1 to the financial statements.

Save as disclosed above, as at 31 December 2019, none of the
directors and the chief executive of the Company were, under
Divisions 7 and 8 of Part XV of the SFO, taken to be interested or
deemed to have any other interests or short positions in the shares,
underlying shares or debentures of the Company, that were required
to be entered into the register kept by the Company pursuant
to section 352 of the SFO or were required to be notified to the
Company and the Stock Exchange pursuant to the Model Code.
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SHARE OPTION SCHEME

Purpose of the scheme

The existing share option scheme (the “Scheme”) of the Company
was adopted on 25 June 2013 for the purposes of enabling the Group
to provide incentives or rewards to eligible participants for their
contribution to, and continuing efforts to promote the interests of
the Group and to enable the Group to recruit and/or to retain high-
calibre employees and attract human resources that are valuable to
the Group.

Participants of the scheme

The directors of the Company are authorised, at their discretion, to
invite eligible participants, including the directors or any employee
(whether full time or part time) of the Group or an affiliate, and any
consultant, agent, or advisor of the Group or an affiliate, to take up
options (the “Option(s)”) to subscribe for shares of the Company
under the Scheme.

Total number of shares available for issue

On the adoption date of 25 June 2013, the total number of shares of
the Company (the “Shares”) available for issue under the Scheme
were 263,165,208, representing 10% of the issued Shares of the
Company as at the date of adoption of the Scheme.

On 27 May 2016, the ordinary resolution of refreshment of the
Scheme limit was approved by shareholders at the annual general
meeting of the Company.

During the year ended 31 December 2019, no Option had been
granted, exercised, lapsed, or was cancelled under the Scheme.

Maximum entitlement of each participant

The maximum number of Shares in respect of which the Options
may be granted to any one participant in any twelve-month period
shall not exceed 1% of the total number of shares in issue from time
to time.
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SHARE OPTION SCHEME (CONTINUED)

Time of exercise of option

The Options may be exercised in accordance with the terms of the
Scheme at any time during a period as determined by the directors
of the Company and not exceeding ten years from the date of the
grant. There is no minimum period for which an option must be held
before it can be exercised.

Acceptance of offer

The offer of a grant of share options may be accepted within twenty-
one days from the date of offer upon an initial payment of HK$1 in
total for each acceptance.

Basis of determining the exercise price

The exercise price of the Options is determined by the Board in
its absolute discretion and shall not be less than whichever is the
highest of:

(@ the closing price of the Shares as stated in the Stock
Exchange’s daily quotation sheets on the date of the grant,
which must be a business day;

(b)  the average closing price of the Shares as stated in the Stock
Exchange's daily quotation sheets for the five trading days
immediately preceding the date of the grant; and

()  the nominal value of a Share.
Remaining life of the Scheme

The Scheme became effective on 25 June 2013 and will remain in
force for a period of 10 years from that date.
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DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS

Save as disclosed in note 37 to the financial statements, no
transaction, arrangement or contract of significance to which the
company, or any of its holding company, subsidiaries or fellow
subsidiaries was a party, and in which a director of the company had
a material interest, subsisted at the end of the year or at any time
during the year.

DISCLOSURE OF INFORMATION ON DIRECTORS

Pursuant to rule 13.51B(1) of the Listing Rules, the changes of the
information on director is as follows:

1. Mr. Zhou Chen resigned as the company secretary of the
Company with effect from 27 June 2019. Mr. Zhou Chen was
reappointed as the company secretary of the Company on 30
August 2019 and resigned again as company secretary of the
Company with effect from 16 December 2019.

2. Mr. Zhou Chen ceased to be the Chief Financial Officer of the
Company on 16 December 2019.

3. With effect from 16 November 2019, the annual emolument
of each executive director of the Company shall not be more
than HK$1,000,000 and the details of performance assessment
shall be formulated by the remuneration committee of the
company.

RELATED PARTY TRANSACTIONS

Details of transactions between the Group and parties regarded
as "Related Parties” under applicable accounting principles are set
out in note 37 to the financial statements. No transaction disclosed
thereto constitutes connected transaction or continuing connected
transaction of the Company subject to, among other things,
reporting, announcement or independent shareholders’ approval
requirement under Chapter 14A of the Listing Rules.

DIRECTORS’ INTERESTS IN COMPETING
BUSINESS

As at 31 December 2019, none of the Directors or any of their
respective close associates (as defined in the Listing Rules) had
any interest in a business that competes or may compete with the
business of the Group.
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Directors’ Report
EEERE

SUBSTANTIAL SHAREHOLDERS' INTEREST IN
SHARES

As at 31 December 2019, the interests or short positions of the
following substantial shareholders (other than persons who were
directors and chief executive of the Company) in the shares and
underlying shares of the Company as recorded in the register
required to be kept by the Company pursuant to Section 336 of the
SFO, were as follows:

FRRR 2R #Em

RZZ-NAF+ZA=1+—H8 "  THEFERER(K
NAEFENRT2TBABRINRARRZ M K&
MR - BEARRIREES M AERDIE336
Gz RERFE BELMARE 2 SR A
T

Long positions in shares and underlying shares of the @ RZXATRDREABRG ZHFAE :
company:
Number and
class of
Name of shareholders Nature of interest shares held Percentage
RREHE EEME R4 88 RER Btk
Huang Binghuang Mot Interest of controlled 2,112,533,229 74.94%
R D corporation
SARHEE S
China Asia Group (HK) Limited Nete 2 Interest of controlled 2,112,533,229 74.94%
& E (BB BR AR H2 corporation
SR HEE R
Zhengbo International Corporation Mt 3 Interest of controlled 2,112,533,229 74.94%
FEBERARA R W= corporation
SAEHLEE R
YRR EEERBR AR = Interest of controlled 2,112,533,229 74.94%
corporation
SIEHLEE R
China Asia Graphene Holding Group Co. Limited Beneficial Owner 2,112,533,229 74.94%

(previously known as Zhonghan International EnEEA
Holdings Group Limited)

DG AR E AR A R (B A S B
EREEBRAA)
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SUBSTANTIAL SHAREHOLDERS' INTEREST IN
SHARES (CONTINUED)

Long positions in shares and underlying shares of the
company: (continued)

Notes:

1.

Mr. Huang Binghuang ("Mr. Huang") was deemed to have 2,112,533,229 shares
held by China Asia Graphene Holding Group Co. Limited (previously known as
Zhonghan International Holdings Group Limited) as Mr. Huang indirectly holds
90% of the shares of China Asia Graphene Holding Group Co. Limited (previously
known as Zhonghan International Holdings Group Limited).

China Asia Group (HK) Limited holds 41% of the beneficial interests in China
Asia Graphene Holding Group Co. Limited (previously known as Zhonghan
International Holdings Group Limited) which holds 2,112,533,229 shares of
the Company. Therefore, China Asia Group (HK) Limited is deemed to have
2,112,533,229 shares of the Company held by China Asia Graphene Holding
Group Co. Limited (previously known as Zhonghan International Holdings Group
Limited).

Zhengbo International Corporation holds 59% of the beneficial interests in China
Asia Graphene Holding Group Co. Limited (previously known as Zhonghan
International Holdings Group Limited) which holds 2,112,533,229 shares of the
Company. Therefore, Zhengbo International Corporation is deemed to have
2,112,533,229 shares of the Company held by China Asia Graphene Holding
Group Co. Limited (previously known as Zhonghan International Holdings Group
Limited).

FYIT R R EEHE AR QIS the sole shareholder of China Asia Group
(HK) Limited. with reference to Note 3 above, FITHF L EEHERER D
7] is deemed to have 2,112,533,229 shares of the Company held by China
Asia Graphene Holding Group Co. Limited (previously known as Zhonghan
International Holdings Group Limited).

Save as disclosed above, as at 31 December 2019, the Company had
not been notified of any other persons (other than persons who were
directors and chief executive of the Company) who had an interest
or short position in the shares or underlying shares of the Company
as recorded in the register required to be kept by the Company
pursuant to section 336 of the SFO.
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Directors’ Report
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LOAN AGREEMENT WITH COVENANTS
RELATING TO SPECIFIC PERFORMANCE OF
THE CONTROLLING SHAREHOLDER AND
BREACH OF LOAN COVENANTS

On 12 August 2016, the Company accepted a facility letter relating to a
two-year term loan facility in an aggregate amount of HK$200,000,000
(the "Facility”) (the “Facility Letter”) offered by a licensed bank in Hong
Kong (the “Bank”). Such facility has been renewed in April 2019, which,
among other revisions, removed the required undertaking that Mr. Li
Feng Mao (the ultimate controlling shareholder of the Company at the
time of accepting the Facility Letter) shall hold over 50% controlling
shares of the Company during the Facility period.

The Company had violated the following other covenants under the
Facility Letter during the financial year ended 31 December 2019 and
the details are as follows:

(@  The Company’s bank account requires a minimum deposit of
HK$6,000,000. There was a breach of loan covenant due to the
minimum deposit not being met; and

(b)  Due to several changes in the management of the subsidiaries,
funds that were required to be deposited into designated
accounts from the subsidiaries had not been so deposited in
time,

By R R IR A E R B RZWN 2 E K1
BREREREY

RZZ—RFNA+TZH  ARFAENH—KEE
FrR2RT ([ 8R77)) & h - #8%8/3200,000,00078
Tz MERERER (&) 2B % (B3
)  RERERZZT-NFNABERSR - B
HAERTIN - HIBRFFIE S E (NERE R DR
RARBRRERBRR) ARERBRATELR
AR B50%HZE BIMERL ) B AR E IR o

ARBRBE_T-NF+_A=T—HLEFHF
ERERERBHR NATROLFBNT

(@  ARAEERITHRP 2576,000,00078 TTH) &K LR
B HRAREEREREREBSERERE
REK R

) BARMBRARERLRETES AAWE
RAFAEERFHNES W ARRBIFA
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LOAN AGREEMENT WITH COVENANTS
RELATING TO SPECIFIC PERFORMANCE OF
THE CONTROLLING SHAREHOLDER AND
BREACH OF LOAN COVENANTS (continued)

The Board has been made aware of the above violation of loan
covenants and has taken necessary remedial actions accordingly. As
of the date of this report, the above violation has been remedied as
minimum bank deposit is now being met and the required funds are
now being deposited into designated accounts from the subsidiaries.

Out of the Facility of HK$200 million, it was scheduled that HK$120
million shall be repaid in full on 15 August 2020 and HK$80 million shall
be repaid in full on 30 March 2021. The Bank requested the Company
by oral message and email in March and April 2020 respectively that:

(@  regarding the HK$120 million which was scheduled to be paid
in full on 15 August 2020, HK$40 million shall be repaid by
the Company within 2 months after 17 March 2020 and the
repayment date of the remaining HK$80 million be extended to
15 March 2021;

(b)  HK$250,000 shall be paid by the Company as the Bank's
administrative fees for the adjustment of the Facility,

(c) the interest rate of the Facility be changed from (the lower of
Hibor +2% or Prime Rate -2%) to the (lower of Hibor +2% or
Prime Rate -0.5%); and

(d)  the minimum occupancy rate of the Company’s properties be
changed from 80% to 60%.

The Bank informed that Company that the above requests are subject
to a formal letter to be issued by the Bank. Up to the date of this
report, the Company has not yet received such letter from the Bank.
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Directors’ Report
EEERE

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY'S LISTED SECURITIES

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

PUBLIC FLOAT

Based on the information publicly available to the Company and
within the knowledge of the directors, as at the date of the report,
the Company has maintained the prescribed public float under the
Listing Rules.

AUDITORS

A resolution was approved by shareholders at the annual general
meeting held on 27 May 2016, Crowe Horwath (HK) CPA Limited
(“Crowe Horwath") was appointed as auditor of the Company and to
hold office until the conclusion of the next annual general meeting of
the Company. But after taking into account several factors including
the level of audit works required, the level of audit fees and its
available internal resources, Crowe Horwath resigned as the auditor
of the Company with effect from 12 May 2017.

A resolution was approved by shareholders at the annual general
meeting held on 28 May 2018, RSM Hong Kong (“RSM") was
appointed as auditor of the Company and to hold office until the
conclusion of the next annual general meeting of the Company.
Since the Company and RSM could not arrive at a consensus on the
audit fee, RSM resigned as the auditor of the Company with effect
from 27 December 2018.

Afterwards, a resolution was approved by the shareholders at the
special general meeting of the Company held on 30 January 2019,
ZHONGHUI ANDA CPA Limited ("ZHONGHUI") was appointed as the
new auditor of the Company and to hold office until the conclusion
of the next annual general meeting of the Company.
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AUDITORS (CONTINUED)

The consolidated financial statements of the Company for the year
ended 31 December 2019 were audited by ZHONGHUI. ZHONGHUI
shall retire as auditor of the Company at the forthcoming annual
general meeting. A resolution for the re-appointment of ZHONGHUI as
auditor of the Company will be proposed at the forthcoming annual
general meeting.

On behalf of the Board

Huang Binghuang
Chairman

Hong Kong, 26 March 2020
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Corporate Governance Report
SRERBE

CORPORATE GOVERNANCE PRACTICES

The board of directors of the Company (the “Board"”) believes that
good corporate governance is crucial to improve the efficiency and
performance of the Company and to safeguard the interests of the
shareholders.

During the year ended 31 December 2019, the Company had applied
the principles of the Corporate Governance Code (the “CG Code")
as set out in Appendix 14 of the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited (the “Listing
Rules”) and complied with all the applicable code provisions of the
Code, except that:

1. The chairmen of the Board, the audit committee, the
nomination committee and the remuneration committee were
absent from the annual general meeting of the Company due
to other important engagement at the relevant time and this
deviates from code provision E.1.2 of the CG Code as set forth
in Appendix 14 of the Listing Rules; and

2. As Mr. Huang Binghuang serves as both the chairman of the
Board and the Chief Executive Officer with effect from 30
September 2019, such practice deviates from code provision
A.2.1 of the CG Code as set forth in Appendix 14 of the Listing
Rules. The Board believes that vesting the roles of both the
chairman of the Board and the Chief Executive Officer in
the same person can facilitate the execution of the Group's
business strategies and boost effectiveness of its operation.
Therefore, the Board considers that the deviation from the
code provision A.2.1 of the CG Code is appropriate in such
circumstance. In addition, under the supervision of the Board
which is comprised of three executive Directors, one non-
executive Director and three independent non-executive
Directors, the Board is appropriately structured with balance of
power to provide sufficient checks to protect the interests of
the Company and its shareholders.
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SRERBE

CORPORATE GOVERNANCE PRACTICES
(CONTINUED)

The Company considers that sufficient measures have been taken to
ensure that the Company’s corporate governance practices are no
less exacting than the Code. The Company will periodically review
and improve its corporate governance practices with reference to
the latest development of corporate governance.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the code of conduct regarding directors’
securities transactions as set out in the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”) in
Appendix 10 of the Listing Rules. Following specific enquiry by the
Company, all directors confirmed that they have complied with the
required standards as set out in the Model Code throughout the
year.

BOARD OF DIRECTORS

Composition of the Board of Directors
The composition of the Board during the year of 2019 and up to the
date of this Report was as follows:

Executive directors:

Mr. Huang Binghuang (Chairman) (Appointed on 30 September 2019)
Ms. Xia Ping (Appointed on 30 September 2019)

Mr. Chen Meng (Resigned on 23 August 2019)

Mr. Zhou Chen

Non-executive director:

Ms. Wang Lijiao (Appointed on 30 September 2019)
Mr. Li Feng Mao (Chairman) (Resigned on 23 August 2019)
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SRERBE

BOARD OF DIRECTORS (CONTINUED)
Composition of the Board of Directors (Continued)

Independent non-executive directors:

Mr. Lum Pak Sum (Appointed on 30 September 2019)
Mr. Gao Han (Appointed on 28 February 2019)

Mr. Chow Chi Ping (Appointed on 28 February 2019)
Mr. Wang Song Ling (Resigned on 23 August 2019)

The following table shows the attendance of each individual member
of the Board at the respective meetings of the Board and the
respective Board Committees as well as the general meeting held
during the year ended 31 December 2019.

EE2 (@
Exenam (@)

BUHBITESE :

MIEREE (R ZE-NFALA=TREZE)
BREER-_F-NF_A-T\BEZE)
BRRFEEMR_Z-NF_A-_+/\BEZMD
FRILEER-ZE-NAFN\AZ+=HEHD)

TR EFSRERKRELERBE_T—NF
ToA=ZT—BLFERTNEREFTENESR

B2e@ MR AGmRHE :

Audit Remuneration Nomination
Board Committee Committee Committee  General
Meeting Meeting Meeting Meeting  Meeting
B 40 RE
Name of Directors EEfE EEged ZEgER ZEBSE ZE88E REXE
Executive directors: HiTEE -
Mr. Chen Meng tote B 5T A () 2/2 N/ATiE A N/ATiE A N/ATEF 0/3
Mr. Zhou Chen BARELE 6/6 N/ATiEF N/ATE A N/ATEA 0/3
Mr. Huang Binghuang ®ete2 HIFE SN 33 N/ATER NATER  NATER NATER
Ms. Xia Ping o B iy 33 N/ATER NATER — NATER NATER
Non-executive director: FHTEE
Mr. Li Feng Mao et FERFEMN 22 NIANER NATHEA  NATEA 0/3
Ms. Wang Lijiao et TERLLWE 23 N/ATER NATRER  NATERE NATER
Independent non-executive directors;  BUHHTEE -
Mr. Wang Song Ling tete® BN 212 2/2 2/2 2/2 0/3
Mr. Gao Han Mote? AR ) 5/6 2/2 2/2 2/2 0/3
Mr. Chow Chi Ping Mee® IR S 4 i) 6/6 2/2 2/2 2/2 0/3
Mr. Lum Pak Sum ®oe9) MRBZRIT 4 e 33 N/ATER NATER  NATER NATER
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SRERBE

BOARD OF DIRECTORS (CONTINUED)

Notes:

1. Mr. Chen Meng resigned on 23 August 2019.

2. Mr. Huang Binghuang was appointed on 30 September 2019.
3. Ms. Xia Ping was appointed on 30 September 2019.

4. Mr. Li Feng Mao resigned on 23 August 2019

5. Mr. Wang Lijiao was appointed on 30 September 2019.

6. Mr. Wang Song Ling resigned on 23 August 2019.

7. Mr. Gao Han was appointed on 28 February 2019.

8. Mr.Chow Chi Ping was appointed on 28 February 2019

9. Mr. Lum Pak Sum was appointed on 30 September 2019.

Functions of the Board

The Board supervises the management of the business and affairs
of the Company and its subsidiaries (the “Group”). Apart from its
statutory duties, the Board reviews and approves the Group’s
strategic plans, key operational initiatives, major investments and
funding decisions, annual business plans, reviews the financial
performance of the Group and evaluates the performance and
compensation of senior management personnel.

Guidelines are established which specify certain material
transactions that require the Board’s approval which include mergers
and acquisitions, divestments and major capital expenditure.

The Board has separate and independent access to management
and the company secretary. Management provides the Board with
reports of the Group's performance, financial position and prospects,
and these are reviewed by the Board at Board meeting. Directors
may obtain independent professional advice in furtherance of their
duties at the Group’s expense.

The Company has arranged for appropriate liability insurance for
the Directors for indemnifying their liabilities arising out of corporate
activities. The insurance coverage is reviewed on an annual basis.

Independent non-executive directors

Pursuant to Rules 3.10(1), 3.10(2), and 3.21 of the Listing Rules, (i) the
Board is required to have at least three independent non-executive
Directors; (i) at least one of the independent non-executive Directors
must have appropriate professional qualifications or accounting or
related financial management expertise; and (iii) the audit committee
must comprise a minimum of three members, at least one of whom is
an independent non-executive Director with appropriate professional
qualifications or accounting or related financial management
expertise.
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BOARD OF DIRECTORS (CONTINUED)

Independent non-executive directors (Continued)
Following (i) the resignation of Mr. Li Wai Kwan as an independent
non-executive Director, the chairman of audit committee and a
member of both remuneration committee and nomination committee
on 30 November 2018; and (ii) the resignation of Mr. Li Jing Bo as an
independent non-executive Director, the chairman of remuneration
committee and a member of both audit committee and nomination
committee on 28 December 2018, the Company failed to satisfy
the requirements under Rules 3.10(1), 3.10(2) and 3.21 of the Listing
Rules during the period between 30 November 2018 and 27 February
2019. With effect from 28 February 2019, (i) Mr. Gao Han was
appointed as an independent non-executive Director, the chairman
of the remuneration committee, a member of both the nomination
committee and the audit committee and (i) Mr. Chow Chi Ping was
appointed as an independent non-executive Director, the chairman
of the audit committee, a member of both the nomination committee
and the remuneration committee. Following the appointment of both
Mr. Gao Han and Mr. Chow Chi Ping, the number of independent
non-executive Directors has satisfied the minimum number as
stipulated under Rule 3.10(1) of the Listing Rules. Both Mr. Gao Han
and Mr. Chow Chi Ping possess the professional qualifications as
required under Rule 3.10(2) of the Listing Rules, and as such the
Company has also complied with the said rule as well as Rule 3.21 of
the Listing Rules regarding the composition of the audit committee
of the Company.

Following the resignation of Mr. Wang Song Ling as an independent
non-executive Director of the Company and his cessation to be
a member of the audit committee with effect from 23 August
2019, the Company failed to satisfy the requirements under Rules
3.10(1) and 3.21 during the period between 23 August 2019 and 29
September 2019. With effect from 30 September 2019, Ms. Wang
Lijiao was appointed as a non-executive Director and a member to
the audit committee and Mr. Lum Pak Sum was appointed as an
independent non-executive director and the chairman of the audit
committee. Following their appointments, the Company satisfied the
requirements prescribed under Rules 3.10(1) and 3.21.
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BOARD OF DIRECTORS (CONTINUED)

Directors’ continuous professional development
Directors are encourages to participate in continuing professional
development to develop and refresh their knowledge and skills.

During the year, all directors received briefings and updates on
the Group’s business, operations, risk management and corporate
governance matters. Materials on new or changes to rules and
regulations applicable to the Company were provided to them. The
Company has received from each of Directors the confirmation on
and training record of taking continuous professional training.

CHAIRMAN

During the year of 2019, Mr. Li Feng Mao performed the role of
the Chairman of the Company until his resignation on 23 August
2019. Commencing from 30 September 2019, Mr. Huang Binghuang
performs the role of the Chairman of the Company. Mr. Li Feng
Mao and Mr. Huang Binghuang focus on formulating the corporate
direction and strategies of the Company.

NON-EXECUTIVE DIRECTORS

All the non-executive and independent non-executive directors have
entered into letters of appointment with the Company for a term of
three years subject to the requirements of the Listing Rules and the
Bye-laws of the Company, including the requirement of retirement
by rotation and re-election or standing for re-election at annual
general meetings of the Company at least once every three years.
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BOARD COMMITTEES

Audit committee

The Company established an audit committee (the "Audit
committee”) with written terms of reference. The audit committee
is responsible for reviewing and monitoring the financial reporting
process and internal control system of the Company, and shall assist
the Board to fulfill its responsibility over the audit process.

During the year of 2019 and up to the date of this Report, the Audit
Committee comprises all independent non-executive directors
(except for Mr. Wang Lijiao who is a non-executive director) of the
Company, they are as follows:

Mr. Lum Pak Sum (Chairman of the Committee)
(Appointed on 30 September 2019)
Ms. Wang Lijiao (Appointed on 30 September 2019)
Mr. Chow Chi Ping
(Appointed on 28 February 2019)
Mr. Gao Han (Appointed on 28 February 2019)
Mr. Wang Song Ling (Resigned on 23 August 2019)

During the year ended 31 December 2019, the Audit Committee met
two occasions with the presence of external auditors and discharged
its responsibilities in its review of the interim and annual results.
The work performed by the Audit Committee for the year ended 31
December 2019 included reviewing and discussion of the following:

a.  the consolidated financial statements for the year ended 31
December 2018 of the Group, with a recommendation to the
Board for approval;

b.  the consolidated financial statements for the six months ended
30 June 2019 of the Group, with are recommendation to the
Board for approval;

c.  the appointment of the external auditor, the remuneration
and terms of engagement of external auditor, with a
recommendation to the Board for approval;

d.  the risk management and internal control system of the Group;

e. the audit process and its effectiveness, audit fees and
independence and objectivity of the external auditors for the
year ended 31 December 2019, with a recommendation to the
Board for approval; and
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BOARD COMMITTEES (CONTINUED)

Audit committee (Continued)
f. the compliance status of the Group with the Listing Rules and
legal requirements in relation to financial reporting.

The Audit Committee has reviewed the consolidated financial
statements for the year ended 31 December 2019 of the Group, with
a recommendation to the Board for approval.

Remuneration committee

The Company established a remuneration committee (the
“Remuneration Committee”) with written terms of reference. The
primary responsibilities of the Remuneration Committee are to
review and make recommendations to the Board on the overall
remuneration policy and structure relating to all directors and senior
management of the Company.

During the year of 2019 and up to the date of this Report, the
Remuneration Committee comprises all independent non-executive
directors (except Ms. Xia Ping who is an executive director) of the
Company, they are as follows:

Mr. Lum Pak Sum (Chairman of the Committee)
(Appointed on 30 September 2019)
Ms. Xia Ping (Appointed on 30 September 2019)
Mr. Chow Chi Ping (Appointed on 28 February 2019)
Mr. Gao Han
(Appointed on 28 February 2019; Resigned on 30 September 2019)
Mr. Wang Song Ling (Resigned on 23 August 2019)

For the year ended 31 December 2019, the Remuneration Committee
held two meetings and preformed the work included the followings:

a.  reviewing and discussing the remuneration package of the
existing and new appointment of the directors of the Company;
and

b.  making recommendation of new remuneration packages of the
directors and communicating to the Board.

The remuneration of directors is determined with reference to their
duties and responsibilities, market conditions and performance of
the Group. Details of emoluments of directors for the year ended 31
December 2019 are set out in note 15 to the financial statements.
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SRERBE

BOARD COMMITTEES (CONTINUED)

Nomination committee

The Company established a nomination committee (the
“Nomination Committee”) with written terms of reference. The
primary responsibilities of the Nomination Committee are to
review the structure, size, composition and diversity of the Board
on a regular basis and to make recommendations to the Board
the suitable candidates for directorship after consideration of the
nominees’ independence and quality in order to ensure fairness and
transparency of all nominations.

During the year of 2019 and up to the date of this Report, the
Nomination Committee comprises all independent non-executive
directors (except Mr. Huang Binghuang who is an executive director)
of the Company, they are as follows:

Mr. Huang Binghuang (the Chairman of the Committee)
(Appointed on 30 September 2019)

Mr. Wang Song Ling (Resigned on 23 August 2019)

Mr. Gao Han (Appointed on 28 February 2019)

Mr. Chow Chi Ping (Appointed on 28 February 2019,
Resigned on 30 September 2019)

Mr. Lum Pak Sum (Appointed on 30 September 2019)

For the year ended 31 December 2019, the Nomination Committee
held two meetings and preformed the work included the followings:

a. reviewing the structure, size, composition and diversity
(including but not limited to gender, age, cultural and
educational background, professional experience, skills,
knowledge and length of service) of the Board;

b.  reviewing the new appointment of the Executive Director and
the Independent Non-Executive Directors;

C. reviewing the re-appointment of retiring directors for re-
election;

d.  assessing the independence of the Independent Non-Executive
Directors; and

e.  making recommendation to the Board on the appointment of
director.
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NOMINATION POLICY

The secretary of the Company shall call a meeting of the Nomination
Committee, and invite nominations of candidates from Board
members for consideration by the Nomination Committee. The
Nomination Committee may also put forward candidates who are
not nominated by Board members. The factors which would be
used as reference by the Nomination Committee in assessing the
suitability of a proposed candidate for director include, inter alia,
reputation for integrity, professional qualifications, skills, knowledge
and experience that are relevant to the Company’s business
and corporate strategy, willingness to devote adequate time to
discharge duties as Board member, diversity of the Board, and such
other perspectives appropriate to the Company’s business. The
Nomination Committee shall make recommendations for the Board's
consideration and approval.

BOARD DIVERSITY POLICY

The Company recognises and embraces the benefits of having a
diverse Board to enhance the quality of its performance. Selection
of candidates will be based on a range of diversity perspectives,
including but not limited to gender, age, cultural and educational
background, ethnicity, professional experience, skills, knowledge and
length of service. The ultimate decision will be based on merit and
contribution that the selected candidates will bring to the Board.

CORPORATE GOVERNANCE FUNCTIONS

The Company's corporate governance functions are carried out by
the Board pursuant to the applicable code provisions of the CG Code
which include:

a. to develop and review the Company’s policies and practices
on corporate governance and make recommendations to the
Board,

b.  toreview and monitor the training and continuous professional
development of the directors and senior management of the
company;

c.  toreview and monitor the Company’s policies and practices on
compliance with legal and regulatory requirements;

d. to develop, review and monitor the code of conduct and

compliance manual (if any) applicable to employees and the
directors of the Company; and
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e. to review the Company's compliance with the CG Code and
disclosure in the corporate governance report.

The Board had reviewed the corporate governance matters of the
Company for the year ended 31 December 2019, except for the
deviation disclosed previously, the Company had complied with the
principles and applicable code provisions of the CG Code and was
not aware of any non-compliance to relevant applicable legal and
regulatory requirements.

DIRECTORS’ RESPONSIBILITY FOR THE
FINANCIAL STATEMENTS

The directors acknowledge their responsibility for preparing the
financial statements for the financial year ended 31 December
2019, which give a true and fair view of the state of affairs of the
Company and of the Group at the date and of the Group’s results
and cash flows for the year then ended and are properly prepared
on the going concern basis in accordance with the statutory
requirements and accounting standards. Save as disclosed in the
section “Material Uncertainty Related to the Going Concern” in the
Independent Auditor’s Report, the directors are not aware of any
material uncertainties relating to events or conditions that may cast
significant doubt upon the Group’s ability to continue as a going
concern.

The statement of the auditor of the Company about their reporting
responsibilities on the financial statements of the Company is set out
in the Independent Auditor’s Report on pages 47 to 53 of the Annual
Report 2019.

AUDITOR’'S REMUNERATION

For the year ended 31 December 2019, the auditor of the Company
and its subsidiaries would receive approximately HK$830,000 (2018:
HK$830,000) for audit and audit related services, and HK$210,000
(2018: HK$60,000) for other non-audit services.
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COMPANY SECRETARY

During the year of 2019, Mr. Zhou Chen was the Company Secretary
of the Company for the periods between (i) 1 Janaury 2019 and
26 June 2019; and (ii) 30 August 2019 and 15 December 2019.
Commencing from 16 August 2019, Ms. Wong Hoi Yan, Audrey was
the Company Secretary of the Company. Mr. Zhou Chen and Ms.
Wong Hoi Yan have complied with all the qualifications under the
Listing Rules. Mr. Zhou Chen and Ms. Wong Hoi Yan, Audrey took no
less than 15 hours of relevant professional training during the year
ended 31 December 2019 as requested by the Listing Rules.

Pursuant to Rule 3.28 of the Listing Rules, the Company must appoint
an individual as its company secretary. Following the resignation
of Mr. Zhou Chen as the company secretary of the Company with
effect from 27 June 2019, the Company failed to satisfy the above-
mentioned requirement during the period between 27 June 2019 and
29 August 2019 as there is an outstanding appointment of company
secretary. Mr. Zhou Chen was appointed as the company secretary
of the Company again on 30 August 2019 and therefore the company
satisfied the requirements prescribed under Rule 3.28.

SHAREHOLDERS' RIGHTS

Convening a special general meeting

Pursuant to the Bye-law 58 of the Company, a special general meeting
may be convened by the Board upon requisition by any shareholder
holding not less than one-tenth of the issued share capital of the
Company and the securities being held carrying the right of voting
at any general meetings of the Company. The shareholder shall
make a written requisition to the Board or the Company Secretary
of the Company at the principal place of business in Hong Kong,
specifying the shareholding information of the shareholder, his/her
contact details and the proposal regarding any specified transaction/
business and its supporting documents.

The Board shall arrange to hold such general meeting within two (2)
months after the receipt of such written requisition. The Company
shall serve requisite notice of the general meeting, including
the time, place of meeting and particulars of resolutions to be
considered at the meeting and the general nature of the business. If
within twenty-one (21) days of the receipt of such written requisition,
the Board fails to proceed to convene such special general meeting,
the shareholder shall do so pursuant to the provisions of Section
74(3) of the Companies Act of Bermuda.
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SHAREHOLDERS' RIGHTS (CONTINUED)

Putting enquiries to the board

Shareholders may send their enquiries and concerns in writing to
the Board by addressing them to the Company Secretary at the
principal place of business in Hong Kong and the Company Secretary
shall then forward the same to the appropriate executives of the
Company or members in the Board for further handling.

Putting forward proposals at shareholders’ meeting

A shareholder shall make a written requisition to the Board or
the Company Secretary of the Company at the principal place of
business in Hong Kong, specifying the shareholding information of
the shareholder, his/her contact details and the proposal he/she
intends to put forward at general meeting regarding any specified
transaction/business and its supporting documents.

INVESTOR RELATIONS

The Directors meet and communicate with shareholders at the
general meeting of the Company. The Chairman proposes separate
resolutions for each issue to be considered and put each proposed
resolution to the vote by way of a poll. Voting results are posted on
the Company’s website on the day of the general meeting.

Our Company's website which contains corporate information,
corporate governance practice, interim and annual reports,
announcements and circulars issued by the Company enables the
Company’s shareholders to have timely and updated information of
the Company.
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AMENDMENT TO BYE-LAWS

The Company did not amend its Bye-laws during the year ended 31
December 2019.

RISK MANAGEMENT AND INTERNAL CONTROL

The Board has overall responsibility for evaluating and determining
the nature and extent of the risks it is willing to take in achieving
the Group's strategic objectives, and maintaining appropriate and
effective risk management and internal control systems for the
Group. The systems are designed to manage the risk of failure to
achieve business objectives, and can only provide reasonable and
not absolute assurance against material misstatement or loss.

The Company has formulated a policy and procedures on disclosure
of inside information (the “Policy”) in accordance with Part XIVA
of the Securities and Futures Ordinance, the Listing Rules and
the Guidelines on Disclosure of Inside Information published by
the Securities and Futures Commission. The policy applies to all
employees of the Company. The Board will be responsible for
adopting and periodically reviewing and updating the Policy.

Moreover, the Company has employed an external consultant to
review and comment the Group’s financial reporting procedures,
system and internal controls for the year ended 31 December 2019.
The consultant has provided to the Board a review report (the
“Report”) which contain recommendations to address the identified
control design and implementation effectiveness. The Board
has reviewed the Report and has made the improvement to the
Company’s risk management and internal control systems.

A year-end review of the effectiveness of the Company’s and its
subsidiaries risk management and internal control systems has been
conducted annually and the systems are considered to be effective
and adequate.
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Directors’ Biographies
EERERE

EXECUTIVE DIRECTOR

Mr. Huang Binghuang (“Mr. Huang"), aged 48, was appointed
as an executive director, chariman of the Board and chief executive
officer of the Company on 30 September 2019. Mr. Huang is
the directors of China Asia Graphene Holding Group Co. Limited
(previously known as Zhonghan International Holdings Group
Limited), Zhengbo International Corporation, China Asia Group (HK)
Limited, Shenzhen China Asia Zhi Ye Development Limited Company
(RYITRarEEEEAR AR and China Asia Zhi Ye Group
Limited Company (R & Z# & EHR A F]). Mr. Huang served as an
executive director of Grand Field Group Holdings Limited, a company
listed on the Main Board of the Stock Exchange (stock code: 115)
during the period from 5 February 2007 to 6 October 2008 and as the
chief executive officer and chief operation officer during the period
from April 2007 to 6 October 2008. Mr. Huang was appointed as a
member of the Tenth Committee of the Chinese People’s Political
Consultative Conference of Jiangxi Province (FREI A RBUAHE
SR TIHEETEEZEE), the special representative of overseas
Chinese and Hong Kong, l\/lacao and Taiwan of the Eleventh Chinese
People’s Political Consultative Conference of Jiangxi Province (B 1%
IREE T —EZESREEIMERAMBRE R K) and the Dean
and Consultant of Market Economy Academy, Peking University.

Mr. Zhou Chen (“"Mr. Zhou"), aged 38, was appointed as an
executive director of the Company on 1 February 2018. He then was
appointed as the company secretary of the Company for the periods
between (i) 1 March 2018 and 26 June 2019; and (ii) 30 August 2019
and 15 December 2019. Mr. Zhou has extensive experience in
auditing, accounting, financial management and corporate finance.
He was the chief treasury officer of the Company from June 2016
to January 2018, where he was in charge of the Group’s accounting
and corporate finance matters. Mr. Zhou has been the chief financial
officer of Yamada Green Resources Limited (stock code: BJV), a
company listed on the Singapore Exchange (the “SGX") since January
2018. From October 2015 to June 2016, Mr. Zhou was the chief
financial officer and the company secretary of Asia Fashion Holdings
Limited (stock code: BQIl), a company listed on the Singapore
Exchange. During the period from October 2013 to October 2015, he
had been a general manager of investment and corporate finance
of Bayon Airlines Holdings Limited, an enterprise risk manager and
internal control manager of Tee International Limited (stock code:
M1Z), a company listed on the SGX, and the finance manager of a
Singapore private company where he was in charge of accounting
and initial public offering process. Between 2008 and 2013, Mr.
Zhou worked at Singapore local audit firms and was responsible for,
amongst others, auditing companies incorporated in China and listed
on the SGX.
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Mr. Zhou is an affiliate of The Association of Chartered Certified
Accountants (ACCA) and is a member of the Institute of Singapore
Chartered Accountants. He also is an associate member of the Hong
Kong Institute of Directors. He obtained an advanced diploma in
accountancy from Xiamen University in December 2016. Mr. Zhou
graduated from Oxford Brookes University in the United Kingdom
with a bachelor of science degree in applied accounting in July 2008.

Mr. Zhou is currently an independent non-executive director of a
company listed on the main board of The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”), namely Wuzhou International
Holdings Limited (stock code: 1369) since December 2017. He is also
a director of several subsidiaries of the Company.

Ms. Xia Ping ("Ms. Xia"), aged 47, was appointed an executive
director of the Company on 30 September 2019. Ms. Xia graduated
from the China Central Radio and TV University (Ff R EE B R KZ)
in the PRC majoring in Chinese Language and Literature in 2005 and
obtained the qualification of intermediate accountant issued by the
Ministry of Finance of the PRC in 2006. She is the executive president
of Shenzhen Haogang Zhongya Electronic City Group Co., Ltd( /&3l
mEFEEFRERRODERAQF]). Besides, Ms. Xia also acts as
an executive director of Zhongya Daye Industrial Park Management
Co., Ltd. (PR REXZREIE AR AR, a director of Shenzhen
Zhongya Film Industry Co., Ltd (% ﬂllmﬁPEE JAREZFAMRAT]) and a
supervisor of Shenzhen zhongya Film Industry Co., Ltd (| as48 2%
B ORI BBRAR)

NON-EXECUTIVE DIRECTOR

Ms. Wang Lijiao (“Ms. Wang"), aged 39, was appointed as an
non-executive director of the Company on 30 September 2019. Ms.
Wang is the director of China Asia Graphene Holding Group Co.
Limited (previously known as Zhonghan International Holdings Group
Limited) and China Asia Group (HK) Limited. She has served as the
chief financial officer of China Asia Zhi Ye Group Limited Company (4
o B EEE AR A R]) since 8 April 2008.
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INDEPENDENT NON-EXECUTIVE DIRECTOR

Mr. Gao Han (“Mr. Gao”), aged 43, has been working in the
financial industry over 21 years, previously working with Goldman
Sachs as a proprietary trader and working for China Investment
Corporation (CIC) as Head of Trading. He later founded Sinolink
Securities (HK). Since 2016, He headed China team of HKEX group
which designed and implemented stock connects, bond connects
and various products and services. Mr. Gao obtained his BS degree
from Tsinghua University, and Masters in both Statistics and
Computer Science & Ph.D in Computer Science from the University
of Chicago.

Mr. David Chi-ping Chow (“Mr. Chow"), aged 62, Mr. Chow
is currently a venture capital partner of InterTech Ventures LLC in
New York and InAmerica Ventures LLC in Los Angeles. He is the
corporate investor representative to its strategic partner R/GA
Ventures, an annual innovation accelerator that has been awarded
by Forbes in the US. A venture partner to Mt. Wilson Ventures in
Pasadena, California. Co-representative to Parsons School of Design
in the China region. Mr. Chow was an independent non-executive
director of the Grand Field Group Holdings Limited (stock code: 115)
from 2008 to 2014, the company is listed on the Hong Kong Stock
Exchange. Mr. Chow was the managing director of Tekhill Holdings
Ltd. Mr. Chow had been the general manager of China Region of
Interclients LLC and a partner of Shanghai China Bay. Mr. Chow
is a United States Certified Public Accountant and an American
Certified Tax Practitioner. He has 38 years of experience in financial
planning, corporate internal control and audit, strategic planning and
implementation. Mr. Chow was the chief financial officer for China
of General Mills and Haagen-Dazs, the chief financial officer of Xian
Janssen Pharmaceutical, a subsidiary of Johnson & Johnson group.
He was the chief financial officer for Greater China of Pillsbury and
Haagen-Dazs, the chief financial officer for China and Vice-President
of Supply Chain of Nabisco. He was a financial analyst of Motorola.
Mr. Chow graduated with a Bachelor Degree in Accounting from
Santa Clara University, California. He also received management
training from Columbia University and Northwestern University.
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Mr. Lum Pak Sum (“Mr. Lum”), aged 59, has been a fellow member
of the Hong Kong Institute of Certified Public Accountants and
The Chartered Association of Certified Accountants UK since 1996
and 1993 respectively. He obtained a master’s degree in business
administration from The University of Warwick in 1994 and a
bachelor’s degree in laws from University of Wolverhampton in 2002.
Mr. Lum has over 30 years of experience in financial field, the money
market and capital market. Mr. Lum has been the independent
non-executive director of Great China Properties Holdings Limited
(formerly known as Waytung Global Group Limited and Beauforte
Investors Corporation Limited) (Stock code: 0021), a company listed
on the Stock Exchange, since August 2007; independent non-
executive director of i-Control Holdings Limited (Stock code: 1402), a
company listed on the Stock Exchange, since May 2015; independent
non-executive director of Kwan On Holdings Limited (Stock code:
1559), a company listed on the Stock Exchange, since August 2016;
independent non-executive director of Anxian Yuan China Holdings
Limited (Stock code: 0922), a company listed on the Stock Exchange,
since May 2017; independent non-executive director of S. Culture
International Holdings Limited (Stock code: 1255), a company listed
on the Stock Exchange, since June 2017; and has been a non-
executive director of Sunway International Holdings Limited (stock
code: 0058), a company listed on the Stock Exchange, since May
2019. Mr. Lum was an independent non-executive director of Yuhua
Energy Holdings Limited (Stock code: 2728), a company listed on the
Stock Exchange, from December 2014 to April 2019; independent
non-executive director of Beautiful China Holdings Company Limited
(Stock code: 0706), a company listed on the Stock Exchange, from
January 2014 to August 2018; independent non-executive director of
Pearl Oriental Oil Limited (Stock code: 0632), a company listed on the
Stock Exchange, from December 2017 to June 2018.
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Independent Auditor’'s Report

B ZEARE

th

ZHONGHUI

INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF
CHINA GRAPHENE GROUP LIMITED
(Incorporated in Bermuda with limited liability)

QUALIFIED OPINION

We have audited the consolidated financial statements of China
Graphene Group Limited (the “Company”) and its subsidiaries
(collectively referred to as the “Group”) set out on pages 54 to 134,
which comprise the consolidated statement of financial position as
at 31 December 2019, and the consolidated statement of profit or
loss and other comprehensive income, consolidated statement of
changes in equity and consolidated statement of cash flows for the
year then ended, and notes to the consolidated financial statements,
including a summary of significant accounting policies.

In our opinion, except for the possible effects of the matters
described in the Basis for Qualified Opinion section of our report,
the consolidated financial statements give a true and fair view of the
consolidated financial position of the Group as at 31 December 2019,
and of its consolidated financial performance and its consolidated
cash flows for the year then ended in accordance with Hong Kong
Financial Reporting Standards ("HKFRSs”) issued by the Hong
Kong Institute of Certified Public Accountants (the “HKICPA") and
have been properly prepared in compliance with the disclosure
requirements of the Hong Kong Companies Ordinance.

FHEFAEEERAT
BERRZBIABENRE
(RBEREZMALZBRAF)

REE

AITEERANFEME1MENTREEAEEER
RE([ERR) REMBAR (GHEIEEE ) R
BMBHRER  REEMBHRREER_T-—NF
T A=+ BHSEEMBHANBR LB EZA L
FEMNGEBEEMEMEHAKER  HFEERE
KEGERERER  UWREEIESHBERNUE
HERA B TSR MR -

AITRR - BARTHRERE B R ZEEMRER
ARELZFEI BAMBRREREHBTES
SHAE ((BRGMAE ) RENEBUBRE
ZA((FEPHREEDBEERAAMRE B&
BR—F-NF+ A=+ HNEEMHRR R
HEEZZALFENGAMBRALGERADR
& WERREBQRGI 2 HEREL SRS -

Annual Report 2019 « —ZE—hEER

47



48

Independent Auditor’'s Report

B ZEARE

BASIS FOR QUALIFIED OPINION

1.

Investment in associates

Five Color Stone Technology Corporation (“Five Color
Stone”)

No sufficient evidence has been provided to satisfy ourselves
as to (i) the carrying amount of the investment in Five Color
Stone with carrying value of approximately HK$12,211,000 as
at 31 December 2019 and 2018 and (ii) whether share of loss
of HK$Nil and approximately HK$330,000 of Five Color Stone is
properly recognised for the year ended 31 December 2019 and
2018, respectively.

Limited accounting books and records of
subsidiaries

Wi Capital Co., Limited (“WI Capital”) and WI Graphene
Co., Limited (“WI Graphene”)

Due to the insufficiency of supporting documentation and
explanations for accounting books and records in respect of
WI Capital and WI Graphene for the years ended 31 December
2019 and 2018, we were unable to carry out audit procedures
to satisfy ourselves as to whether the following income and
expenses for the years ended 31 December 2019 and 2018 and
the assets and liabilities as at those dates, and the segment
information and other related disclosure notes in relation to
the Group, as included in the consolidated financial statements
of the Group, have been properly recorded and accounted for
in the consolidated financial statements:
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2019 2018
—E-NEF —T-N\F
HK$'000 HK$'000
TEx FHT
Income and expenses for the years ended BEf-A=1—HILFEZ
31 December: WARBEZ -
Revenue Wz - 432
Cost of sales SHERA = (431)
Gross profit EF - 1
Other revenue H b lrzs - 291
Write-off of prepayment for property, plant and ¥ - BE RRBTEN IR 2 #isH
equipment - (54,516)
Administrative expenses THAX (2,263) (14,300)
Loss from operations REEE (2,263) (68,524)
Other comprehensive (expenses)/income: Hib2mE (BX), Wi
ltems that may be reclassified to profit or loss: AEMNEEEHZIER
Exchange differences on translating foreign operations ¥ Z 5N EFS M E £ HIFE N =58 (4) 1,412
Other comprehensive (expenses)/income FrHM2E X)W
for the year, net of tax (BRBi#%) (4) 1,412
Total comprehensive expenses for the year FREAEBZLE (2,267) 67,112)
2019 2018
—B-NF —T-N\&
HK$'000 HK$'000
TEx FET
Assets and liabilities as at 31 December: RFI-A=+—-HZEERERE
Non-current assets ERBEE
Property, plant and equipment mE - BERHRE 1,901 2,353
Current assets REBEE
Trade and other receivables B 5 R H A0 YR 1,808 1,801
Cash and cash equivalents ReRReEEY 13 13
1,821 1,814
Current liability REBAE
Trade and other payables 2 5 R E MR RIE 7,108 5,322
Net current liabilities REEEFE (5,287) (3,508)
Net liabilities BEFE (3,386) (1,155)
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Any adjustments to the figures as described from points 1 and 2
above might have consequential effects on the consolidated financial
performance and consolidated cash flows for the two years ended
31 December 2019 and 2018 and the consolidated financial positions
of the Group as at 31 December 2019 and 2018, and the related
disclosures thereof in the consolidated financial statements.

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

Material Uncertainty Related to the Going Concern

We draw attention to note 2 to the consolidated financial statements
which states that the Group incurred a loss of approximately
HK$10,000 for the year ended 31 December 2019 and as at 31
December 2019, the Group’s current liabilities exceeded its current
assets by approximately HK$221,464,000. These conditions indicate
a material uncertainty which may cast significant doubt about the
Group’s ability to continue as a going concern. Our opinion is not
modified in respect of this matter.

Key Audit Matters

Key audit matters are those matters that, in our professional
judgement, were of most significance in our audit of the consolidated
financial statements of the current period. These matters were
addressed in the context of our audit of the consolidated financial
statements as a whole, and in forming our opinion thereon, and we
do not provide a separate opinion on these matters. In addition to
the matters described in the Basis for Qualified Opinion section and
the Material Uncertainty Related to Going Concern section, we have
determined the matters described below to be the key audit matters
to be communicated in our report.
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Investment Properties

Refer to Note 20 to the consolidated financial statements

The Group measured its investment properties at fair value with
the changes in fair value recognised in the consolidated profit or
loss. This fair value measurement is significant to our audit because
the balance of investment properties of HK$390,000,000 as at 31
December 2019 and the fair value gain of HK$20,800,000 for the year
then ended are material to the consolidated financial statements. In
addition, the Group’s fair value measurement involves application of
judgement and is based on assumptions and estimates.

Our audit procedures included, among others:

- Assessing the competence, independence and integrity of the
external valuer engaged by client;

- Obtaining the external valuation report and discuss and
challenge the valuation process, methodologies used and
market evidence to support significant judgments and
assumptions applied in the valuation model;

- Checking key assumptions and input data in the valuation
model to supporting evidence,

- Checking arithmetical accuracy of the valuation model; and

- Assessing the disclosure of the fair value measurement in the
consolidated financial statements.

We consider that the Group’s fair value measurement of the
investment properties is supported by the available evidence.

Emphasis of Matters

We draw attention to note 1 to the consolidated financial statements
which states that the Company became aware that a winding-up
petition was made against China Asia Group (HK) Limited (“CAG"),
which is the holder of 41% of issued share capital of the immediate
parent of the Company.

REW=

FL R A A 20
BERERAHEAEREYE  YRGRERENE
ROFEZY - ZAFEAEHATNETERE
R ARREMER _ZT-NF+_A=+t—HH
#5882 /3390,000,0008 T MBI EZ A IEFEHRAF
{8425 420,800,000/ 7T ~ H#R A M 5K M = 8B
BRI BEEBZAVEAESRERH
B N Th B BRER M ARt

AITHEEF B (B a)

- FEEPHEBSMMSEMNES Bl
W ESE
RGN AP IR R TR R SR B

%% * Fﬁ%ﬁ;ﬁ&?ﬁi%,;ﬁg% , Dj\i?%%'fé'fﬁ*ﬁ
S (2 Y B A LI R B

- REHEERPOEBREREARENLS
KB
- REGEERNHELTER R

- HERAMBRERARTETERE

AIRR BERERREMENLFHEAERTS
ERSRS o
BEEER HTEISAMBERERME PR

K BRAREBTREE(FR)ARAR([FEE
B]) (RRARERERARNBEHITRAZIFAAN)
WEH BRI -

Annual Report 2019 « —ZE—hE&EH{

51



52

Independent Auditor’'s Report

B ZEARE

We draw attention to note 27 to the consolidated financial
statements which states that the Company has violated several
covenants attached to the interest-bearing borrowings. Breaches in
meeting the covenants would permit the bank to immediately call
borrowings.

Our opinion is not modified in respect of these matters.

Other Information

The directors are responsible for the other information. The other
information comprises all the information in the Company’s annual
report, but does not include the consolidated financial statements
and our auditor’s report thereon. The other information is expected
to be made available to us after the date of this auditor’s report.

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

In connection with our audit of the consolidated financial statements,
our responsibility is to read the other information identified above
when it becomes available and, in doing so, consider whether the
other information is materially inconsistent with the consolidated
financial statements or our knowledge obtained in the audit, or
otherwise appears to be materially misstated.

Responsibilities of Directors for the Consolidated
Financial Statements

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

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

B ZEARE

Auditor’'s Responsibilities for the Audit of the
Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether
the consolidated financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue
an auditor’s report that includes our opinion. We report our opinion
solely to you, as a body, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for
the contents of this report. Reasonable assurance is a high level
of assurance, but is not a guarantee that an audit conducted in
accordance with HKSAs will always detect a material misstatement
when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users
taken on the basis of these consolidated financial statements.

A further description of our responsibilities for the audit of the
consolidated financial statements is located at the HKICPA's website at:

http.//www.hkicpa.org.hk/en/stanaards-ana-regulations/stanaards/
auditing-assurance/auditre/

This description forms part of our auditor’s report.

ZHONGHUI ANDA CPA Limited
Certified Public Accountants

Pang Hon Chung

Audit Engagement Director
Practising Certificate Number PO5988
Hong Kong, 26 March 2020
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Consolidated Statement of Profit or Loss and Other Comprehensive Income
meEaRkHEMEERER

For the year ended 31 December 2019 &Z—_ZF—NF+-_A=1T—HILFE

(Expressed in Hong Kong dollars) (LABTEHE)

2019 2018
—E-hE —E-NF
Notes HK$'000 HK$'000
BfaE FExT FAT
Revenue g 7 13,458 16,529
Cost of sales SHEMA (973) (1,590)
Gross profit EF 12,485 14,939
Other income EHaug A 8 9,728 2,604
Other gains and losses H e M B8 9 20,832 (43,808)
Operating and administrative expenses L RITHFX (34,951) (56,267)
Profit/(loss) from operations &R, (B518) 8,094 (82,532)
Finance costs BhE KA 1 (8,104) (5,943)
Share of losses of associates FE(REE N Al e R - (330)
Loss before taxation RBiATEE (10) (88,805)
Income tax expenses FriSHif 12 = (17)
Loss for the year attributable to owners  &NAFEEABEER
of the Company 53] 13 (10) (88,822)
Other comprehensive (expenses)/income Hh2 [ (BIs)
Items that may be reclassified to profit or loss:  FJEFH BB 2 HE -
Exchange differences on translating foreign B IRINETS M ELERE
operations =5 (4) 1,412
Other comprehensive (expenses)/income SFREM2E (BI%) W
for the year, net of tax (Br%I1%) (4) 1,412
Total comprehensive expenses AAREBAELEER
for the year attributable to 2HAXERHE
owners of the Company (14) (87,410)
Loss per share BREE 17
Basic (HK cent(s) per share) BEARGEBWL SR (0.00) (3.15)
Diluted (HK cent(s) per share) GBI BR) (0.00) (3.15)
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consolidated Statement of Financial Position

e B ISR &R

As at 31 December 2019 R-_Z—hF+_-_A=+—8H

(Expressed in Hong Kong dollars) (LABTEHE)

2019 2018
—E-hEF —E-N\F
Notes HK$'000 HK$'000
BfaE FET FHET
Non-current assets FRBEE
Property, plant and equipment W - R NREE 18 3,087 4,218
Right-of-use assets FREEE 19 2,733 -
Investment properties B 20 390,000 369,200
Investment in associates i N s 21 12,211 12,211
Pledged bank deposits BEIRRITIFK 25 10,275 6,368
Deposits paid for investment properties REMENENES 23 - 1,500
418,306 393,497
Current assets REBEE
Inventories FE 22 532 527
Trade and other receivables H 5 KR H A EIWARIE 23 6,602 6,329
Investments at fair value through FREREATEYER
profit or 10ss & 24 - 645
Cash and cash equivalents ReRFEEFEY 25 1,710 5,359
8,844 12,860
Current liabilities RBAE
Trade and other payables E 5 R HEMEIRIE 26 27,540 9,484
Current tax liabilities BNERTR I B & = 17
Lease liabilities HEBE 28 2,768 -
Bank borrowings RITEE 27 200,000 200,000
230,308 209,501
Net current liabilities REAEFE (221,464) (196,641)
NET ASSETS EEFE 196,842 196,856
Capital and reserves RAR &
Share capital &% 7x 30 140,955 140,955
Reserves 1 32 55,887 55,901
TOTAL EQUITY RS 196,842 196,856

The consolidated financial statements on pages 54 to 134 are 4R
approved and authorised for issue by the Board of Directors on 26 HR-ZE-ZTF=FA-+/NBH#E - THTFIESHK
March 2020 and are signed on its behalf by:

Huang Binghuang Xia Ping
£ 5%
Director Director
EF EFE

REE

%SAE F1348 7 75

BYBHRREEETS
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consolidated Statement of Changes in Equity
mEREREEHR

For the year ended 31 December 2019 &Z—_ZF—NF+-_A=1T—HILFE
(Expressed in Hong Kong dollars) (LABTEHE)

Foreign
Capital currency
Share Share redemption translation  Retained Total
capital  premium reserve reserve profits equity
BRA shg
(%S B 5E BEGE R RE A BER
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET TEL T TEL TET TET
At 1 January 2018 RZE-\§—H—-H 140,955 26,770 121 (6,841) 123,261 284,266
Total comprehensive FAZERZEE
expenses for the year - - - 1,412 (88,822) (87,410)
At 31 December 2018 RZZE—N\F
+-A=+—H 140,955 26,770 121 (5,429) 34,439 196,856
At 1 January 2019 RZE—-NF—H—-H 140,955 26,770 121 (5,429) 34,439 196,856
Total comprehensive FRZERTEE
expenses for the year - - - (4) (10) (14)
At 31 December 2019 RZZE—NEF
+-A=+—-H 140,955 26,770 121 (5,433) 34,429 196,842
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consolidated Statement of Cash Flows

GERENER

For the year ended 31 December 2019 &Z—_ZF—NF+-_A=1T—HILFE
(Expressed in Hong Kong dollars) (LABTEHE)

2019 2018
—E-NEF —T-N\F
HK$'000 HK$'000
THERT FHT
cash flows from operating activities REXBMBRERE
Loss before taxation BRI AIES 1R (10) (88,805)
Adjustments for: AT R
Deficit on revaluation of building BFEHBA - 2
Depreciation of property, plant and equipment and WE - BELRRERFEREEERE
right-of-use assets 3,875 2,036
Fair value gain on investment properties BEMEATERE (20,800) (10,800)
Interest income FLEWA (43) %)
Finance costs AR 8,104 5,943
Fair value changes in investments at fair value BREREATEIEEE
through profit and loss NEEES (32) 92
Reversal of allowance for trade receivables B ZENRIE R ERR (27) (164)
Write off bad debts HsEER = 37
Allowance for (reversal of allowance for) inventories 77 & (B EEE) 60 @)
Loss on litigation FAREE = 269
Reversal of over-provided expenses in prior years BEFERSBERERD - (1,483)
Loss on disposals of investment property REREYERE 550 -
Provision for long services payment RERRB A SR 118 198
Write-off prepayment for property, plant and ME - BEREEBENFEZ
equipment s - 54,516
Gain on disposals of subsidiary HEKB AR (9,112) -
Gain on disposals of property, plant and equipment HEME - BEREE 2 WS (69) (278)
Share of losses of associates JEALE & A B E1R - 330
Operating cash flows before working capital changes B4 EESEHFILLERERE (17,386) (38,111)
Change in inventories TE# (65) 63)
Change in trade and other receivables 85 REMEWERIE 2 Z 3 (451) (184)
Change in trade and other payables B 5 R EAMERIRIE . 5,897 (403)
Cash used in operations A (12,005) (38,761)
Income tax paid BTG - -
Net cash used in operating activities REERFAZELSTE (12,005) (38,761)
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consolidated Statement of Cash Flows

GERERER

For the year ended 31 December 2019 #H#EZ—ZF—NF+-A=+—HILLFE

(Expressed in Hong Kong dollars) (LABTEHE)

2019 2018
—E-hE —N\F
HK$'000 HK$'000
THERT FAT
cash flows from investing activities REZHMERERE
Purchase of property, plant and equipment BAME  BEREE (643) (137)
Proceeds from disposals of property, plant and HEWE - BFE REZEMEHRIE
equipment 311 962
Proceeds from disposal of subsidiaries HEHBRRIFEHRE 9,700 -
Payment of escrow money THEES = (16,302)
Change in pledged bank deposits BEERERTERE (3,907) 7,401
Proceeds from disposals of securities L EBHFBREIE 679 -
Purchases of investment property BAREDE (9,400) -
Proceeds from disposals of investment property HEREYMEMSHRE 10,350 -
Interest received BHFE 43
Net cash generated from/(used in) investing BREEBRE/ (FiA)
activities BeFHE 7,133 (8,074)
Cash flows from financing activities BETBERERE
Other borrowings raised HitfEEMSHA 7,489 -
Advance from immediate parent EENRRRMEER 12,000 -
Repayment of other borrowing BEAMER (7,505) -
Repayment of lease liabilities EEHEaRE (2,815) -
Interest paid ERFE (7,988) (5,779)
Net cash generated from/(used in) financing METBMEL (A2
activities BEFE 1,181 (5,779)
Net decrease in cash and cash equivalents ReRASEENZRDFE (3,691) (52,614)
Effect of foreign exchange rate changes fE R E) s HE 42 551
Cash and cash equivalents at beginning of year REHZRERBELZEY 5,359 57,422
cash and cash equivalents at end of year RERZBEESRBELEEY 1,710 5,359
Analysis of cash and cash equivalents BERBEZBYZIM
Bank and cash balances RITRIF SR 1,710 5,359
China Graphene Group Limited « FEGFAEBERAA




Notes to the Consolidated Financial Statements
e SRR MR

For the year ended 31 December 2019 &Z—_ZF—NF+-_A=1T—HILFE
(Expressed in Hong Kong dollars) (LABTEHE)

GENERAL INFORMATION —RER
China Graphene Group Limited (the “Company”) was FEGASBEARAR(ARF) AREER
incorporated in Bermuda with limited liability. The address EFMAZNERAR o M ERELU A

of its registered office is Clarendon House, 2 Church Street,
Hamilton HM11, Bermuda. The address of its principal place
of business is Room 1237-1240, 12/F, Sun Hung Kai Centre, 30
Harbour Road, Wanchai, Hong Kong. The Company's shares
are listed on the Main Board of The Stock Exchange of Hong
Kong Limited (the "Stock Exchange”).

The Company is an investment holding company. The principal
activities of its principal subsidiaries are set out in note 38 to
the consolidated financial statements.

In the opinion of the directors of the Company (the “Directors”),
as at the date of issue of these consolidated financial
statements, the Company became aware that a winding-
up petition was made against China Asia Group (HK) Limited
("CAG") in the High Court of Hong Kong on 8 January 2020 on
the ground that the petitioner and CAG entered into an oral
agreement pursuant to which the petitioner agreed to sell and
CAG agreed to purchase the entire shareholding in China Asia
Graphene Holding Group Co. Limited (previously known as
Zhonghan International Holding Group Limited) (“Zhonghan”)
at the consideration of HK$60,000,000, which shall be paid
upon the completion of the sale and purchase of shares in
Zhonghan. CAG is the holder of 41% of issued share capital
of Zhonghan. Up to the date of these consolidated financial
statements, no significant information has been received by
the Company so far. The Directors are of the view that the
winding-up petition would not cause any material adverse
impact to the operation of the Company. Zhonghan, a company
incorporated in Hong Kong, is the immediate parent; and
Zhengbo International Corporation, a company incorporated in
the British Virgin Islands, is the ultimate parent, and controlled
by Mr. Huang Binghuang (the “Controlling Shareholder”).

Clarendon House, 2 Church Street, Hamilton
HM11, Bermuda o = 2 & 2RI A HEE
BB 30 SIS EF 1268123721240
= o ARAIROREBHERHMERLDF]
(622 ]) AR £ o

ARR/—HREZERAR - EMBARZ
FEXBERNERE MBS RAMESS

ARREF(EFDRE  RohxFHEG
E@mER B NAREER T _TF—
ANBREESFERETEEE(FE)E
RAR([HEEEDBEHBFR2FE  EdAR
EFANERGEBRITZOBERZE B2
FARBLERTCEREREBET TR
AEREBAR QR (51 5T 5B RZER
SEARRR) ([FH) 2HkE  KER
60,000,000/ 7T - ZBREEH B T/RIE
S o R EERTHMAIBE BITHRAZFF
BA - BEZFGEAMBHRERAY » AQF]
LS WEBRBBEREN -EEZRR - BRE
FTEHRRBNELEREMERTHE
2.y (—HAREEEMRILZAR) RE
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Notes to the Consolidated Financial Statements
e SRR MR

For the year ended 31 December 2019 &Z—_ZF—NF+-_A=1T—HILFE

(Expressed in Hong Kong dollars) (LABTEHE)

2.

GOING CONCERN BASIS

The Group incurred a loss of approximately HK$10,000 for the
year ended 31 December 2019, the Group had net current
liabilities of approximately HK$221,464,000 as at 31 December
2019. Notwithstanding this fact, the Directors consider it is
appropriate to prepare the consolidated financial statements
on a going concern basis as the Group is expected to have
sufficient financial resources to meet its obligation as they fall
due for at least the next twelve months based on its projected
cash flow forecasts. The Group's Directors has reviewed
the financial position of the Group as at 31 December 2019,
including its working capital and bank and cash balances,
together with the projected cash flow forecasts for the next
twelve months and the Directors consider that the Group is
financially viable to continue as a going concern.

In addition, the Group can also improve its financial position,
immediate liquidity and cash flows, by adopting the following
measures:

(@ the Directors will take action to reduce costs; and

(b) the Controlling Shareholder has agreed to provide
adequate funds for the Group to meet its liabilities as
they fall due.

Should the Group be unable to continue as a going concern,
adjustments would have to be made to the consolidated
financial statements to adjust the value of the Group's assets to
their recoverable amounts, to provide for any further liabilities
which might arise and to reclassify non-current assets as
current assets. The effects of these potential adjustments have
not been reflected in the consolidated financial statements.
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Notes to the Consolidated Financial Statements
e SRR MR

For the year ended 31 December 2019 &Z—_ZF—NF+-_A=1T—HILFE

(Expressed in Hong Kong dollars) (LABTEHE)

3.

ADOPTION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS

In the current year, the Group has adopted all the new and
revised Hong Kong Financial Reporting Standards (“HKFRSS")
issued by the Hong Kong Institute of Certified Public
Accountants ("HKICPA") that are relevant to its operations and
effective for its accounting year beginning on 1 January 2019.
HKFRSs comprise Hong Kong Financial Reporting Standards
("HKFRS"); Hong Kong Accounting Standards (“HKAS"); and
Interpretations. The adoption of these new and revised HKFRSS
did not result in significant changes to the Group’s accounting
policies, presentation of the Group'’s financial statements and
amounts reported for the current year and prior years except as
stated below.

The following explains the impact of the adoption of HKFRS
16 "Leases” ("HKFRS 16") on the Group's financial information
and the new accounting policies that have been applied from 1
January 2019, where they are different to those applied in prior
years.

The Group has adopted HKFRS 16 retrospectively from 1
January 2019, but has not restated comparatives for the 2018
reporting year, as permitted under the specific transitional
provisions in the standard. The reclassifications and the
adjustments arising from the new leasing rules are therefore
recognised in the opening consolidated statement of financial
position on 1 January 2019.

Adjustments recognised on adoption of HKFRS 16

On adoption of HKFRS 16, the Group recognised right-of-
use assets and lease liabilities in relation to leases which had
previously been classified as “operating leases” under the
principles of HKAS 17 Leases. These liabilities were measured
at the present value of the remaining lease payments,
discounted using the lessee’s incremental borrowing rate as
of 1 January 2019. The weighted average lessee’s incremental
borrowing rate applied to the lease liabilities on 1 January 2019
was 3.125%.

3.
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28

AEAEBORMMBEE RGN G (&
BEIEMAG)EMEAEELEXEHRER
YR-ZF—-NFE—A—BRBERZHA]
REIERT B AR BREEN([FEEMBRE
R - BAMBRELEARET BV R
SEA(TFBMBREER]) - BEEHE
A (TG ER]) kg - B M EIN
RNz S R] RARER BB MBS LR
AEBZGFER  AEERAFE MBI
FEZUBRR L BB BL RERNEAE
) o

A TREBRAT BB REEF 165
B (TEBMBHRELENFE1657]) HAKEH
BENER TN F—A—BiRERANE
BETRMOFEABRNTE

AEBR-_ZF—-hF—A-BEEPRAE
BB mEERFE 16 - BEZEAFEB
BIRX AR WEEN T \FREFE
ZHBER - ZEHHERAEHMER
DEEFHBR T NF—A—HNENE
BMBANKIER -

RANE B BREENFE 167 REZN
B

RABBMBEHREEIFE165R - ARED
LRI R A G R 17RHEEN R
PEAIMEEHEIMHEEEREREEEN
HERE ZFRERBTHENKWIRE
BT E UERAEABE_T—NF—
A—BREEERAN KRR - FHAR-T
—NWEF—-A—HAEARHEER G INETH
AT AIEE B RFR53.125%

Annual Report 2019 « —ZE—hEER

61



62

Notes to the Consolidated Financial Statements
e SRR MR

For the year ended 31 December 2019 &Z—_ZF—NF+-_A=1T—HILFE
(Expressed in Hong Kong dollars) (LABTEHE)

3.

(Continued)

In applying HKFRS 16 for the first time, the Group has used the
following practical expedients permitted by the standard:

- the use of a single discount rate to a portfolio of leases

ADOPTION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS

with reasonably similar characteristics,

- reliance on previous assessments on whether leases are

onerous,

- the exclusion of initial direct costs for the measurement
of the right-of-use asset at the date of initial application;

and

- the use of hindsight in determining the lease term where
the contract contains options to extend or terminate the

lease.

The Group has also elected not to reassess whether a contract
is, or contains a lease at the date of initial application. Instead,
for contracts entered into before the transition date the Group
relied on its assessment made applying HKAS 17 and HKFRIC 4
Determining whether an Arrangement contains a Lease.

China Graphene Group Limited ¢ FEGAEH
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Notes to the Consolidated Financial Statements
e SRR MR

For the year ended 31 December 2019 &Z—_ZF—NF+-_A=1T—HILFE

(Expressed in Hong Kong dollars) (LABTEHE)

3.

ADOPTION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(Continued)

As a lessee, the Group’s leases are mainly rentals of offices.
The right-of-use assets were measured at the amount equal to
the lease liability and there were no onerous lease contracts
that would have required an adjustment to the right-of-use
assets at the date of initial application. The changes in the
consolidated amounts reported in the consolidated financial
statements as follows:

3.

RANETR] RAEIERT B R | E
2R (%)

EARIAA - AEENAEEEANAEH
® - FREAERASHNEEEF0LEH
B - R A A (AR
TRENERIEEL - A M BREAMIE
mANEEEBIT ;

1 January
2019
—E-hF
—HB—H
HK$'000
FExT
At 1 January 2019 R-—ZE—-hFE—B—H
Increase in right-of-use assets 5 P& AL N 5,467
Increase in lease liabilities HEAGEEM 5,467

As a lessor, the Group’s leases of investment properties are
held for rental purposes are classified as operating leases. The
accounting treatment of its lease arrangements for investment
properties are held for rental purposes has not changed
compared with HKAS 17.

The Group has not applied the new and revised HKFRSs that
have been issued but are not yet effective. The Group has
already commenced an assessment of the impact of these
new and revised HKFRSs but is not yet in a position to state
whether these new and revised HKFRSs would have a material
impact on its results of operations and financial position.

EREHEA - AREHBERERFANORE
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ZEEMERER 2 @t RIERE LSS
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Notes to the Consolidated Financial Statements
e SRR MR

For the year ended 31 December 2019 &Z—_ZF—NF+-_A=1T—HILFE

(Expressed in Hong Kong dollars) (LABTEHE)

4.

SIGNIFICANT ACCOUNTING POLICIES

These consolidated financial statements have been prepared
in accordance with HKFRSs issued by the HKICPA, accounting
principles generally accepted in Hong Kong and the applicable
disclosures required by the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited and by
the Hong Kong Companies Ordinance.

These consolidated financial statements have been prepared
under the historical cost convention, as modified by the
investment properties which are carried at fair values.

The preparation of the consolidated financial statements
in conformity with HKFRSs requires the use of certain key
assumptions and estimates. It also requires the Directors
to exercise its judgements in the process of applying the
accounting policies. The areas involving critical judgements
and areas where assumptions and estimates are significant to
the consolidated financial statements, are disclosed in note 5
to the consolidated financial statements.

The significant accounting policies applied in the preparation of
the consolidated financial statements are set out below.

Consolidation

The consolidated financial statements include the financial
statements of the Company and its subsidiaries made up to 31
December. Subsidiaries are entities over which the Group has
control. The Group controls an entity when it is exposed, or has
rights, to variable returns from its involvement with the entity
and has the ability to affect those returns through its power
over the entity. The Group has power over an entity when the
Group has existing rights that give it the current ability to direct
the relevant activities, i.e. activities that significantly affect the
entity’s returns.

When assessing control, the Group considers its potential
voting rights as well as potential voting rights held by other
parties, to determine whether it has control. A potential voting
right is considered only if the holder has the practical ability to
exercise that right.
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Notes to the Consolidated Financial Statements
e SRR MR

For the year ended 31 December 2019 &Z—_ZF—NF+-_A=1T—HILFE

(Expressed in Hong Kong dollars) (LABTEHE)

4.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Subsidiaries are consolidated from the date on which control
is transferred to the Group. They are de-consolidated from the
date the control ceases.

Intragroup transactions, balances and unrealised profits are
eliminated. Unrealised losses are also eliminated unless the
transaction provides evidence of an impairment of the asset
transferred. Accounting policies of subsidiaries have been
changed where necessary to ensure consistency with the
policies adopted by the Group.

The gain or loss on the disposal of a subsidiary that results
in a loss of control represents the difference between (i) the
fair value of the consideration of the sale plus the fair value
of any investment retained in that subsidiary and (ii) the
Company's share of the net assets of that subsidiary plus any
remaining goodwill relating to that subsidiary and any related
accumulated foreign currency translation reserve.

Associates

Associates are entities over which the Group has significant
influence. Significant influence is the power to participate in the
financial and operating policy decisions of an entity but is not
control or joint control over those policies. The existence and
effect of potential voting rights that are currently exercisable
or convertible, including potential voting rights held by other
entities, are considered when assessing whether the Group
has significant influence. In assessing whether a potential
voting right contributes to significant influence, the holder’s
intention and financial ability to exercise or convert that right is
not considered.

ERETHE ()

fIERREEFEEREAKEE QLSS
AR o MIB A REZEFIER LS B EEFELES
BARR -

SEARAMRS - BBRRARBE GG T
VASHEH - RERBIRING TIAHE - FRIEZ
RSB REBEB R TEEREELTBERER
o MERRIZ ST RRERFTREE - U
HEREAEBMRARRER B -

HEME QR MEBKEEGIE 2 BB
() & B D T EE R %M B & BEAI R
BRERNFEEAN)ANRBEEZMNBATE
EFEEREZMNBARAMZERNGTE
BLAREMEE R EL FEMERZRE -

BE QT
BENRRAEEHEEEATEZER -

BEAFETIBE2 RN IEEH A RES A
FAERZ MG NEERRRE - RIFEAE
BERHA—BREEATENE  BEE
ERFER AT AITE S AR BT R EE
(BRBEMESRANEEREE) U RHE
TR EMABERERATEBNEARE
B TE@ERFAATERBRZENZE
B & B TS o

Annual Report 2019 « —ZE—hEER

65



66

Notes to the Consolidated Financial Statements
e SRR MR

For the year ended 31 December 2019 &Z—_ZF—NF+-_A=1T—HILFE

(Expressed in Hong Kong dollars) (LABTEHE)

4.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Investment in an associate is accounted for in the consolidated
financial statements by the equity method and is initially
recognised at cost. Identifiable assets and liabilities of the
associate in an acquisition are measured at their fair values
at the acquisition date. The excess of the cost of acquisition
over the Group’s share of the net fair value of the associate’s
identifiable assets and liabilities is recorded as goodwill. The
goodwill is included in the carrying amount of the investment
and is tested for impairment together with the investment
at the end of each reporting period when there is objective
evidence that the investment is impaired. Any excess of the
Group’s share of the net fair value of the identifiable assets
and liabilities over the cost of acquisition is recognised in
consolidated profit or loss.

The Group’s share of an associate’s post-acquisition profits
or losses is recognised in consolidated profit or loss, and
its share of the post-acquisition movements in reserves is
recognised in the consolidated reserves. The cumulative post-
acquisition movements are adjusted against the carrying
amount of the investment. When the Group's share of losses
in an associate equals or exceeds its interest in the associate,
including any other unsecured receivables, the Group does
not recognise further losses, unless it has incurred obligations
or made payments on behalf of the associate. If the associate
subsequently reports profits, the Group resumes recognising
its share of those profits only after its share of the profits
equals the share of losses not recognised.

Unrealised profits on transactions between the Group and its
associates are eliminated to the extent of the Group's interests
in the associates. Unrealised losses are also eliminated unless
the transaction provides evidence of an impairment of the
asset transferred. Accounting policies of associates have been
changed where necessary to ensure consistency with the
policies adopted by the Group.
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Notes to the Consolidated Financial Statements
e SRR MR

For the year ended 31 December 2019 &Z—_ZF—NF+-_A=1T—HILFE

(Expressed in Hong Kong dollars) (LABTEHE)

4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Foreign currency translation

(i)

(i)

(iii)

Functional and presentation currency

Items included in the financial statements of each of
the Group’s entities are measured using the currency of
the primary economic environment in which the entity
operates (the “functional currency”). The consolidated
financial statements are presented in Hong Kong dollars,
which is the Company’s functional and presentation
currency.

Transactions and balances in each entity’s
financial statements

Transactions in foreign currencies are translated into
the functional currency on initial recognition using the
exchange rates prevailing on the transaction dates.
Monetary assets and liabilities in foreign currencies
are translated at the exchange rates at the end of each
reporting period. Gains and losses resulting from this
translation policy are recognised in profit or l0ss.

Translation on consolidation

The results and financial position of all the Group entities
that have a functional currency different from the
Company’s presentation currency are translated into the
Company'’s presentation currency as follows:

- Assets and liabilities for each statement of financial
position presented are translated at the closing rate
at the date of that statement of financial position;

- Income and expenses are translated at average
exchange rates (unless this average is not a
reasonable approximation of the cumulative effect
of the rates prevailing on the transaction dates, in
which case income and expenses are translated at
the exchange rates on the transaction dates); and

- All resulting exchange differences are recognised
in the foreign currency translation reserve.
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Notes to the Consolidated Financial Statements
e SRR MR

For the year ended 31 December 2019 &Z—_ZF—NF+-_A=1T—HILFE

(Expressed in Hong Kong dollars) (LABTEHE)

4.

China Graphene Group Limited ¢ FEGAEH

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Foreign currency translation (Continued)

(iii)  Translation on consolidation (Continued)
On consolidation, exchange differences arising from
the translation of the net investment in foreign entities
and of borrowings are recognised in the foreign
currency translation reserve. When a foreign operation
is sold, such exchange differences are recognised in
consolidated profit or loss as part of the gain or loss on
disposal.

Property, plant and equipment

Buildings held for use in the production or supply of goods
or services, or for administrative purposes, are stated in the
consolidated statement of financial position at their revalued
amounts, being the fair value at the date of revaluation, less
any subsequent accumulated depreciation and subsequent
accumulated impairment losses. Revaluations are performed
with sufficient regularity such that the carrying amounts do not
differ materially from those that would be determined using
fair values at the end of each reporting period.

Any revaluation increase arising on the revaluation of such
buildings is recognised in other comprehensive income and
accumulated in properties revaluation reserve, except to the
extent that it reverses a revaluation decrease for the same asset
previously recognised in consolidated profit or loss, in which
case the increase is credited to consolidated profit or l0oss to
the extent of the decrease previously expensed. A decrease
in the carrying amount arising on the revaluation of such
buildings is recognised in consolidated profit or loss to the
extent that it exceeds the balance, if any, held in the properties
revaluation reserve relating to a previous revaluation of that
asset.
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Notes to the Consolidated Financial Statements
e SRR MR

For the year ended 31 December 2019 &Z—_ZF—NF+-_A=1T—HILFE

(Expressed in Hong Kong dollars) (LABTEHE)

4.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Property, plant and equipment (Continued)
Depreciation of revalued buildings is recognised in consolidated
profit or loss. On the subsequent sale or retirement of a
revalued property, the attributable revaluation surplus
remaining in the properties revaluation reserve is transferred
directly to retained earnings.

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

Subsequent costs are included in the asset’s carrying amount or
recognised as a separate asset, as appropriate, only when it is
probable that future economic benefits associated with the item
will flow to the Group and the cost of the item can be measured
reliably. All other repairs and maintenance are recognised in
consolidated profit or loss during the period in which they are
incurred.

Depreciation of property, plant and equipment is calculated
at rates sufficient to write off their costs or revalued amounts
less their residual values over the estimated useful lives on a
straight-line basis. The principal useful lives are as follows:

Over the term of the lease of
52 years

Over their estimated useful lives of
40 years

Over the lease terms

Leasehold land
Buildings

Leasehold improvement
Furniture, equipment and

motor vehicles 2to 5 years
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Notes to the Consolidated Financial Statements
e SRR MR

For the year ended 31 December 2019 &Z—_ZF—NF+-_A=1T—HILFE

(Expressed in Hong Kong dollars) (LABTEHE)

4.

China Graphene Group Limited ¢ FEGAEH

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Property, plant and equipment (Continued)
The useful lives and depreciation method are reviewed and
adjusted, if appropriate, at the end of each reporting period.

The gain or loss on disposal of property, plant and equipment
is the difference between the net sales proceeds and the
carrying amount of the relevant asset, and is recognised in
consolidated profit or loss.

Investment properties
Investment properties are land and/or buildings held to earn
rentals and/or for capital appreciation. An investment property
is measured initially at its cost including all direct costs
attributable to the property.

After initial recognition, the investment property is stated at its
fair value. Gains or losses arising from changes in fair value of
the investment property are recognised in consolidated profit
or loss for the period in which they arise.

The gain or loss on disposal of an investment property is the
difference between the net sales proceeds and the carrying
amount of the property, and is recognised in consolidated
profit or 10ss.

Leases

The Group as lessee

Leases are recognised as right-of-use assets and corresponding
lease liabilities when the leased assets are available for use
by the Group. Right-of-use assets are stated at cost less
accumulated depreciation and impairment losses. Depreciation
of right-of-use assets is calculated at rates to write off their
cost over the shorter of the asset’s useful life and the lease
term on a straight-line basis. The principal annual rates are as
follows:

Land and buildings 2 years
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Notes to the Consolidated Financial Statements
e SRR MR

For the year ended 31 December 2019 &Z—_ZF—NF+-_A=1T—HILFE

(Expressed in Hong Kong dollars) (LABTEHE)

4.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Leases (Continued)

The Group as lessee (Continued)

Right-of-use assets are measured at cost comprising the
amount of the initial measurement of the lease liabilities, lease
payments prepaid, initial direct costs and the restoration costs.
Lease liabilities include the net present value of the lease
payments discounted using the interest rate implicit in the
lease if that rate can be determined, or otherwise the Group’s
incremental borrowing rate. Each lease payment is allocated
between the liability and finance cost. The finance cost is
charged to profit or loss over the lease term so as to produce a
constant periodic rate of interest on the remaining balance of
the lease liability.

Payments associated with short-term leases and leases of low-
value assets are recognised as expenses in profit or 1oss on
a straight-line basis over the lease terms. Short-term leases
are leases with an initial lease term of 12 months or less. Low-
value assets are assets of value below US$5,000.

The Group as lessor

Operating leases

Leases that do not substantially transfer to the lessees all the
risks and rewards of ownership of assets are accounted for
as operating leases. Rental income from operating leases is
recognised on a straight-line basis over the term of the relevant
lease.

Inventories

Horticultural plants

Inventories are stated at the lower of cost and net realisable
value. Cost is determined using the weighted average basis.
The cost of finished goods and work in progress comprises
raw materials, direct labour and an appropriate proportion of
all production overhead expenditure, and where appropriate,
subcontracting charges. Net realisable value is the estimated
selling price in the ordinary course of business, less the
estimated costs of completion and the estimated costs
necessary to make the sale.
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Notes to the Consolidated Financial Statements
e SRR MR

For the year ended 31 December 2019 HE—Z

“NETZA=THLFEE

(Expressed in Hong Kong dollars) (LABTEHE)

4.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Inventories (Continued)

Horticultural plants (Continued)

When inventories are sold, the carrying amount of those
inventories is recognised as an expense in the period in which
the related revenue is recognised. The amount of any write-
down of inventories to net realisable value and all losses of
inventories are recognised as an expense in the period the
write-down or loss occurs. The amount of any reversal of any
write-down of inventories is recognised as a reduction in the
amount of inventories recognised as an expense in the period
in which the reversal occurs.

Recognition and derecognition of financial
instruments

Financial assets and financial liabilities are recognised in
the consolidated statement of financial position when the
Group becomes a party to the contractual provisions of the
instruments.

Financial assets are derecognised when the contractual
rights to receive cash flows from the assets expire; the Group
transfers substantially all the risks and rewards of ownership
of the assets; or the Group neither transfers nor retains
substantially all the risks and rewards of ownership of the assets
but has not retained control on the assets. On derecognition
of a financial asset, the difference between the asset’s
carrying amount and the sum of the consideration received is
recognised in consolidated profit or loss.

Financial liabilities are derecognised when the obligation
specified in the relevant contract is discharged, cancelled or
expires. The difference between the carrying amount of the
financial liability derecognised and the consideration paid is
recognised in consolidated profit or loss.
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Notes to the Consolidated Financial Statements
e SRR MR

For the year ended 31 December 2019 &Z—_ZF—NF+-_A=1T—HILFE

(Expressed in Hong Kong dollars) (LABTEHE)

4.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial assets

Financial assets are recognised and derecognised on a trade
date basis where the purchase or sale of an asset is under
a contract whose terms require delivery of the asset within
the timeframe established by the market concerned, and
are initially recognised at fair value, plus directly attributable
transaction costs except in the case of investments at fair value
through profit or loss. Transaction costs directly attributable
to the acquisition of investments at fair value through profit or
loss are recognised immediately in consolidated profit or loss.

Financial assets of the Group are classified under the following
categories:

- Financial assets at amortised cost; and
- Investments at fair value through profit or loss.

(i)  Financial assets at amortised cost
Financial assets (including trade and other receivables)
are classified under this category if they satisfy both of
the following conditions:

- the assets are held within a business model whose
objective is to hold assets in order to collect
contractual cash flows; and

- the contractual terms of the assets give rise
on specified dates to cash flows that are solely
payments of principal and interest on the principal
amount outstanding.

They are subsequently measured at amortised cost using
the effective interest method less loss allowance for
expected credit losses.

ERETHE ()

THEE

HEMEEDREBEANES - BABRGK
REBREBBTSAHNTRRARNEE
B AIZEENR S B RREERR ML
R YOFRATFENEREERZHRA
R - EEBERREATEIIR ZIRERIR
Sh o WER B BB RIEATFEIRZREZE
BEEERZRABSRRE BaER o

AEEZ R EERN ARSI

—  REENRAIIRZEBEE &
—  BERERRATEIRZKRE -
(i) BEBHXEIRZLHEE

HEerEE(BEE S NAMBIRER)
FEATERERISF AL DR

- BAEEMEBRARBERAK
REMmBRER &

- BEMGHERIREEBHEL
ERXNAERREERSHE

WIRERE -

ZEEEHRERERNSAREHK
TR EEER BB ETE -

Annual Report 2019 « —ZE—hEER

73



74

Notes to the Consolidated Financial Statements

e HRRHE

For the year ended 31 December 2019 #H#EZ—ZF—NF+-A=+—HILLFE

(Expressed in Hong Kong dollars) (LABTEHE)

4. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Financial assets (Continued)

(i)  Investments at fair value through profit or loss
Financial assets are classified under this category if they
do not meet the conditions to be measured at amortised
cost and the conditions of debt investments at fair value
through other comprehensive income unless the Group
designates an equity investment that is not held for
trading as at fair value through other comprehensive
income on initial recognition.

Investments at fair value through profit or loss are
subsequently measured at fair value with any gains or
losses arising from changes in fair values recognised in
consolidated profit or loss. The fair value gains or losses
recognised in consolidated profit or loss are net of any
interest income and dividend income. Interest income
and dividend income are recognised in consolidated
profit or loss.

Loss allowances for expected credit losses
The Group recognises loss allowances for expected credit
losses on financial assets at amortised cost. Expected credit
losses are the weighted average of credit losses with the
respective risks of a default occurring as the weights.

At the end of each reporting period, the Group measures the
loss allowance for a financial instrument at an amount equal to
the expected credit losses that result from all possible default
events over the expected life of that financial instrument
(“lifetime expected credit losses”) for trade receivables, or
if the credit risk on that financial instrument has increased
significantly since initial recognition.

If, at the end of the reporting period, the credit risk on a
financial instrument (other than trade receivables) has not
increased significantly since initial recognition, the Group
measures the loss allowance for that financial instrument at an
amount equal to the portion of lifetime expected credit losses
that represents the expected credit losses that result from
default events on that financial instrument that are possible
within 12 months after the reporting period.
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Notes to the Consolidated Financial Statements
e SRR MR

For the year ended 31 December 2019 HE—Z

(Expressed in Hong Kong dollars) (LABTEHE)

4.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Loss allowances for expected credit losses
(Continued)

The amount of expected credit losses or reversal to adjust
the loss allowance at the end of the reporting period to the
required amount is recognised in consolidated profit or loss as
an impairment gain or 10ss.

Cash and cash equivalents

For the purpose of the consolidated statement of cash
flows, cash and cash equivalents represent cash at bank and
on hand, demand deposits with banks and other financial
institutions, and short-term highly liquid investments which are
readily convertible into known amounts of cash and subject to
an insignificant risk of change in value.

Financial liabilities and equity instruments
Financial liabilities and equity instruments are classified
according to the substance of the contractual arrangements
entered into and the definitions of a financial liability and an
equity instrument under HKFRSS. An equity instrument is any
contract that evidences a residual interest in the assets of
the Group after deducting all of its liabilities. The accounting
policies adopted for specific financial liabilities and equity
instruments are set out below.

Borrowings

Borrowings are initially recognised at fair value, net of
transaction costs incurred, and subsequently measured at
amortised cost using the effective interest method.

Borrowings are classified as current liabilities unless the Group
has an unconditional right to defer settlement of the liability for
at least 12 months after the reporting period.

Other financial liabilities

Trade and other payables are initially recognised at fair value
and subsequently measured at amortised cost using the
effective interest method unless the effect of discounting
would be immaterial, in which case they are stated at cost.
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Notes to the Consolidated Financial Statements
e SRR MR

For the year ended 31 December 2019 &Z—_ZF—NF+-_A=1T—HILFE

(Expressed in Hong Kong dollars) (LABTEHE)

4.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

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

Revenue recognition

Revenue is measured based on the consideration specified in
a contract with a customer with reference to the customary
business practices and excludes amounts collected on behalf
of third parties. For a contract where the period between the
payment by the customer and the transfer of the promised
product or service exceeds one year, the consideration is
adjusted for the effect of a significant financing component.

The Group recognises revenue when it satisfies a performance
obligation by transferring control over a product or service
to a customer. Depending on the terms of a contract and the
laws that apply to that contract, a performance obligation can
be satisfied over time or at a point in time. A performance
obligation is satisfied over time if:

- the customer simultaneously receives and consumes the
benefits provided by the Group’s performance,

- the Group’s performance creates or enhances an asset
that the customer controls as the asset is created or
enhanced; or

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

If a performance obligation is satisfied over time, revenue is
recognised by reference to the progress towards complete
satisfaction of that performance obligation. Otherwise, revenue
is recognised at a point in time when the customer obtains
control of the product or service.
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Notes to the Consolidated Financial Statements
e SRR MR

For the year ended 31 December 2019 &Z—_ZF—NF+-_A=1T—HILFE

(Expressed in Hong Kong dollars) (LABTEHE)

4.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Other revenue
Rental income is recognised on a straight-line basis over the
lease terms.

Interest income is recognised using the effective interest
method.

Employee benefits

(1)

(i)

Employee leave entitlements

Employee entitlements to annual leave and long service
leave are recognised when they accrue to employees.
A provision is made for the estimated liability for annual
leave and long service leave as a result of services
rendered by employees up to the end of the reporting
period.

Employee entitlements to sick leave and maternity leave
are not recognised until the time of leave.

Pension obligations

The Group operates a Mandatory Provident Fund
Scheme (the "MPF Scheme”) under the Hong Kong
Mandatory Provident Fund Schemes Ordinance for
employees employed under the jurisdiction of the
Hong Kong Employment Ordinance. The MPF Scheme
is a defined contribution retirement plan administered
by independent trustees. Under the MPF Scheme, the
employer and its employees are each required to make
contributions to the plan at 5% of the employees’ relevant
income. Contributions to the plan vest immediately.

The employees of the Group’s subsidiaries registered in
Japan are members of the pension scheme operated by
the Japan local government. The subsidiaries in Japan
are required to contribute certain pre-fixed amounts of
contribution, according to the level of income for each
employee to the pension scheme to fund the benefits.
The only obligation of the Group in respect of the pension
scheme is the required contributions under the pension
scheme.
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Notes to the Consolidated Financial Statements
e SRR MR

For the year ended 31 December 2019 &Z—_ZF—NF+-_A=1T—HILFE

(Expressed in Hong Kong dollars) (LABTEHE)

4.

China Graphene Group Limited ¢ FEGAEH

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Employee benefits (Continued)

(iii) Termination benefits
Termination benefits are recognised at the earlier of
the dates when the Group can no longer withdraw the
offer of those benefits, and when the Group recognises
restructuring costs and involves the payment of
termination benefits.

Borrowing costs

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

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

All borrowing costs are recognised in consolidated profit or
loss in the period in which they are incurred.
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Notes to the Consolidated Financial Statements
e SRR MR

For the year ended 31 December 2019 &Z—_ZF—NF+-_A=1T—HILFE

(Expressed in Hong Kong dollars) (LABTEHE)

4.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Taxation
Income tax represents the sum of the current tax and deferred
tax.

The tax currently payable is based on taxable profit for
the year. Taxable profit differs from profit recognised in
consolidated profit or loss because it excludes items of income
or expense that are taxable or deductible in other years and
it further excludes items that are never taxable or deductible.
The Group's liability for current tax is calculated using tax rates
that have been enacted or substantively enacted by the end of
the reporting period.

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

Deferred tax liabilities are recognised for taxable temporary
differences arising on investments in subsidiaries and
associates, except where the Group is able to control the
reversal of the temporary difference and it is probable that the
temporary difference will not reverse in the foreseeable future.

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

For the year ended 31 December 2019 HE—Z

“NETZA=THLFEE

(Expressed in Hong Kong dollars) (LABTEHE)

4.

China Graphene Group Limited ¢ FEGAEH

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Taxation (Continued)

Deferred tax is calculated at the tax rates that are expected
to apply in the period when the liability is settled or the asset
is realised, based on tax rates that have been enacted or
substantively enacted by the end of the reporting period.
Deferred tax is recognised in consolidated profit or loss, except
when it relates to items recognised in other comprehensive
income or directly in equity, in which case the deferred tax is
also recognised in other comprehensive income or directly in
equity.

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

For the purposes of measuring deferred tax for investment
properties that are measured using the fair value model, the
carrying amounts of such properties are presumed to be
recovered through sale, unless the presumption is rebutted.
The presumption is rebutted when the investment property is
depreciable and is held within a business model of the Group
whose business objective is to consume substantially all of the
economic benefits embodied in the investment property over
time, rather than through sale. If the presumption is rebutted,
deferred tax for such investment properties are measured
based on the expected manner as to how the properties will
be recovered.

Deferred tax assets and liabilities are offset when there is a
legally enforceable right to set off current tax assets against
current tax liabilities and when they relate to income taxes
levied by the same taxation authority and the Group intends to
settle its current tax assets and liabilities on a net basis.
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Notes to the Consolidated Financial Statements
e SRR MR

For the year ended 31 December 2019 HE—Z

(Expressed in Hong Kong dollars) (LABTEHE)

4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Related parties
A related party is a person or entity that is related to the Group.

A

A person or a close member of that person’s family is
related to the Group if that person:

() has control or joint control over the Group;
(i) has significant influence over the Group; or

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

An entity is related to the Group if any of the following
conditions applies:

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

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

(i)~ Both entities are joint ventures of the same third
party,

(iv)  One entity is a joint venture of a third entity and the
other entity is an associate of the third entity;
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China Graphene Group Limited ¢ FEGAEH

4. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Related parties (Continued)
(B) An entity is related to the Group if any of the following
conditions applies: (Continued)

(v)  The entity is a post-employment benefit plan for
the benefit of employees of either the Group or
an entity related to the Group. If the Group is itself
such a plan, the sponsoring employers are also
related to the Group;

(vi)  The entity is controlled or jointly controlled by a
person identified in (A);

(vii) A person identified in (A)(i) has significant
influence over the entity or is a member of the key
management personnel of the entity (or of a parent
of the entity); or

(viii) The entity, or any member of a group of which
it is a part, provides key management personnel
services to the Company or to a parent of the
Company.

Impairment of non-financial assets

At the end of each reporting period, the Group reviews the
carrying amounts of its non-financial assets to determine
whether there is any indication that those assets have
suffered an impairment loss. If any such indication exists,
the recoverable amount of the asset is estimated in order to
determine the extent of any impairment loss. Where it is not
possible to estimate the recoverable amount of an individual
asset, the Group estimates the recoverable amount of the cash
generating unit to which the asset belongs.

Recoverable amount is the higher of fair value less costs
of disposal and value in use. In assessing value in use, the
estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current market
assessments of the time value of money and the risks specific
to the asset.
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Notes to the Consolidated Financial Statements
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(Expressed in Hong Kong dollars) (LABTEHE)
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Notes to the Consolidated Financial Statements
e SRR MR

For the year ended 31 December 2019 &Z—_ZF—NF+-_A=1T—HILFE

(Expressed in Hong Kong dollars) (LABTEHE)

4.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Impairment of non-financial assets (Continued)

If the recoverable amount of an asset or cash-generating unit
is estimated to be less than its carrying amount, the carrying
amount of the asset or cash-generating unit is reduced to
its recoverable amount. An impairment loss is recognised
immediately in consolidated profit or loss, unless the relevant
asset is carried at a revalued amount, in which case the
impairment loss is treated as a revaluation decrease.

Where an impairment loss subsequently reverses, the carrying
amount of the asset or cash-generating unit is increased to
the revised estimate of its recoverable amount, but so that
the increased carrying amount does not exceed the carrying
amount that would have been determined (net of amortisation
or depreciation) had no impairment loss been recognised for
the asset or cash-generating unit in prior years. A reversal of
an impairment loss is recognised immediately in consolidated
profit or l0ss, unless the relevant asset is carried at a revalued
amount, in which case the reversal of the impairment loss is
treated as a revaluation increase.

Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain timing or
amount when the Group has a present legal or constructive
obligation arising as a result of a past event, it is probable that
an outflow of economic benefits will be required to settle the
obligation and a reliable estimate can be made. Where the time
value of money is material, provisions are stated at the present
value of the expenditures expected to settle the obligation.

Where it is not probable that an outflow of economic benefits
will be required, or the amount cannot be estimated reliably,
the obligation is disclosed as a contingent liability, unless the
probability of outflow is remote. Possible obligations, whose
existence will only be confirmed by the occurrence or non-
occurrence of one or more future events are also disclosed as
contingent liabilities unless the probability of outflow is remote.
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Notes to the Consolidated Financial Statements
e SRR MR

For the year ended 31 December 2019 &Z—_ZF—NF+-_A=1T—HILFE

(Expressed in Hong Kong dollars) (LABTEHE)

4.

China Graphene Group Limited ¢ FEGAEH

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Events after the reporting period

Events after the reporting period that provide additional
information about the Group’s position at the end of the
reporting period or those that indicate the going concern
assumption is not appropriate are adjusting events and are
reflected in the consolidated financial statements. Events after
the reporting period that are not adjusting events are disclosed
in the notes to the consolidated financial statements when
material.

CRITICAL JUDGEMENTS AND KEY
ESTIMATES

Critical judgments in applying accounting policies
In the process of applying the accounting policies, the
Directors have made the following judgements that have
the most significant effect on the amounts recognised in the
consolidated financial statements (apart from those involving
estimations, which are dealt with below).

(@) Going concern basis

These consolidated financial statements have been
prepared on a going concern basis, the validity of which
depends upon certain measures taken by the Directors
to improve the Group's financial position, immediate
liquidity, cash flows, profitability and operations as
explained in note 2 to the consolidated financial
statements.

(b) Deferred tax for investment properties

For the purposes of measuring deferred tax for
investment properties that are measured using the fair
value model, the Directors have reviewed the Group's
investment property portfolios and concluded that
the Group’s investment properties are not held under
a business model whose objective is to consume
substantially all of the economic benefits embodied in
the investment properties over time, rather than through
sale. Therefore, in determining the Group’s deferred tax
for investment properties, the Directors have adopted
the presumption that investment properties measured
using the fair value model are recovered through use.
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Notes to the Consolidated Financial Statements
e SRR MR

For the year ended 31 December 2019 HE—Z

(Expressed in Hong Kong dollars) (LABTEHE)

5.

CRITICAL JUDGEMENTS AND KEY
ESTIMATES (Continued)

Key sources of estimation uncertainty

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

(a)

(b)

Fair value of investment properties

The Group appointed an independent professional valuer
to assess the fair value of the investment properties.
In determining the fair value, the valuer has utilised a
method of valuation which involves certain estimates.
The Directors have exercised their judgment and are
satisfied that the method of valuation and inputs used
are reflective of the current market conditions.

Impairment loss for bad and doubtful debts

The Group makes impairment loss for bad and doubtful
debts based on assessments of the recoverability of
the trade and other receivables, including the current
creditworthiness and the past collection history of each
debtor. Impairments arise where events or changes in
circumstances indicate that the balances may not be
collectible. The identification of bad and doubtful debts, in
particular of a loss event, requires the use of judgement
and estimates. Where the actual result is different from
the original estimate, such difference will impact the
carrying value of the trade and other receivables and
doubtful debt expenses in the year in which such estimate
has been changed.
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5. CRITICAL JUDGEMENTS AND KEY

ESTIMATES (Continued)

Key sources of estimation uncertainty (Continued)

(c) Income tax
Determining income tax provisions involves judgment
on the future tax treatment of certain transactions.
The management evaluates tax implications of
transactions and tax provisions are set up accordingly.
The tax treatment of such transactions is reconsidered
periodically to take into account all changes in tax
legislation. Deferred tax assets are recognised for
tax losses not yet used and temporary deductible
differences. As those deferred tax assets can only
be recognised to the extent that it is probable that
future taxable profit will be available against which the
unused tax credits can be utilised, the management’s
judgment is required to assess the probability of future
taxable profits. Management's assessment is constantly
reviewed and deferred tax assets are recognised if it
becomes probable that future taxable profits will allow
the deferred tax asset to be recovered.

FINANCIAL RISK MANAGEMENT

The Group's activities expose it to a variety of financial risks:
foreign currency risk, price risk, credit risk, liquidity risk
and interest rate risk. The Group’s overall risk management
programme focuses on the unpredictability of financial markets
and seeks to minimise potential adverse effects on the Group's
financial performance.

(@) Foreign currency risk

The Group has minimal exposure to foreign currency risk
as most of its business transactions, assets and liabilities
are principally denominated in the functional currencies
of the Group entities, including HKD and Japanese Yen
("JPY"). The Group currently does not have a foreign
currency hedging policy in respect of foreign currency
transactions, assets and liabilities. The Group monitors
its foreign currency exposure closely and will consider
hedging significant foreign currency exposure should the
need arise.

BRAR
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Notes to the Consolidated Financial Statements
e SRR MR

For the year ended 31 December 2019 &Z—_ZF—NF+-_A=1T—HILFE

(Expressed in Hong Kong dollars) (LABTEHE)

6. FINANCIAL RISK MANAGEMENT
(Continued)

(b) Price risk

(c)

The Group is exposed to equity price risk mainly through
its investment in equity securities. The Directors monitor
the price risk and will consider other necessary actions
when significant price risks is anticipated. The Group's
equity price risk is mainly concentrated on equity
securities quoted on the Stock Exchange. The Group has
minimal equity price risk.

Credit risk

The Group's credit risk is primarily attributable to its trade
and other receivables, investments at fair value through
profit or loss and cash and cash equivalents. In order
to minimise credit risk, the Directors have delegated a
team to be responsible for the determination of credit
limits, credit approvals and other monitoring procedures.
In addition, the Directors review the recoverable
amount of each individual trade debt regularly to ensure
that adequate impairment losses are recognised for
irrecoverable debts. The credit risks on bank and cash
balances and investments at fair value through profit or
loss are limited because the counterparties are banks
and financial institutions with high credit-ratings assigned
by international credit-rating agencies. In this regard,
the Directors consider that the Group’s credit risk is
significantly reduced.

It has policies in place to ensure that sales are made to
customers with an appropriate credit history.

6.
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Notes to the Consolidated Financial Statements
e SRR MR

For the year ended 31 December 2019 HE—Z

(Expressed in Hong Kong dollars) (LABTEHE)

6. FINANCIAL RISK MANAGEMENT
(Continued)

()

Credit risk (Continued)

The Group considers whether there has been a
significant increase in credit risk of financial assets on
an ongoing basis throughout each reporting period
by comparing the risk of a default occurring as at the
reporting date with the risk of default as at the date of
initial recognition. It considers available reasonable and
supportive forwarding-looking information. Especially the
following information is used:

internal credit rating;

- actual or expected significant adverse changes in
business, financial or economic conditions that
are expected to cause a significant change to the
customer’s ability to meet its obligations;

- actual or expected significant changes in the
operating results of the customer;

- significant changes in the expected performance
and behaviour of the customer, including changes
in the payment status of customers.

A significant increase in credit risk is presumed if a
customer is more than 30 days past due in making a
contractual payment. A default on a financial asset
is when the counterparty fails to make contractual
payments within 60 days of when they fall due.

Financial assets are written off when there is no
reasonable expectation of recovery, such as a customer
failing to engage in a repayment plan with the Group.
The Group normally categorises a loan or receivable
for write off when a debtor fails to make contractual
payments greater than 180 days past due. Where
loans or receivables have been written off, the Group,
if practicable and economical, continues to engage in
enforcement activity to attempt to recover the receivable
due.

China Graphene Group Limited « FEGFAEBERAA
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Notes to the Consolidated Financial Statements
e SRR MR

For the year ended 31 December 2019 &Z—_ZF—NF+-_A=1T—HILFE
(Expressed in Hong Kong dollars) (LABTEHE)

6. FINANCIAL RISK MANAGEMENT 6. BB EEERE (&)
(Continued)
(d) Liquidity risk (d) "BESRR
The Group's policy is to regularly monitor current NEEZBER T EHAER BRI LB
and expected liquidity requirements to ensure that it MBEeHIABRE#RETERESR
maintains sufficient reserves of cash to meet its liquidity H O mEERHRRBZRDESE
requirements in the short and longer term. Ko
The maturity analysis of the Group's financial liabilities is rEESRBE HHASNET
as follows:
Effective | Ondemand Total Total
interest | or less than Between Between undiscounted carrying
rate 1year 1and2years 2and5years  cashflows amount
RERY, KEERS
RS PR-F -ERE RELE REAE BEHE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Ti#x THET T#x TR TiEx
At 31December 2019 R=F-NfF
T=B=1+-H
Trade and other payables &5 R EEREE - 27,145 - - 27,145 27,145
Bank borrowings (note) ~ R17fE 5 (FisE) 3.103% 206,250 1,524 - 207,774 200,000
233,395 1,524 - 234,919 227,145
At 31 December 2018 RZZ-N\§
T-A=t+-H
Trade and other payables B ZREHEMEE - 9,112 - - 9,112 9.112
Bank borrowings (note) RITEE () 2972% 201,563 - - 201,563 200,000
210,675 - - 210,675 209,112
Note: BT
Bank borrowings with a repayment on demand clause are included in MAERERKEREXZRITEET A LTI HBHA
the “on demand or less than 1 year” time band in the above maturity A RERF DR —FIRFR - ZRIEEEZ

analysis. Taking into account the Group’s financial position and breach
of the undertaking as stated in bank facilities, the Directors belive all
amounts due or owing by the Company to the bank (including principal
and interest accrued thereon) shall become immediately due and payable
by the Company.

BB R RN IRTTRE AT ARG  EER
RFBARRBRENRERZRITZFR(BEAR
Ko JEATFIR) 32 BN E 2 R R R A R RIERT -
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Notes to the Consolidated Financial Statements

e HRRHE

For the year ended 31 December 2019 &Z—_ZF—NF+-_A=1T—HILFE
(Expressed in Hong Kong dollars) (LABTEHE)

6. FINANCIAL RISK MANAGEMENT
(Continued)

(e) Interest rate risk
The Group's cash flow interest rate risk is mainly
concentrated on the fluctuation of HIBOR and Prime rate
arising from the Group’s HKD denominated borrowing.

At 31 December 2019, if the interest rates had been
100 basis points lower with all other variables held
constant, consolidated loss for the year would have
been HK$2,000,000 lower (2018: consolidated loss would
have been HK$2,000,000 lower), arising mainly as a
result of lower interest expense on bank borrowings.
If interest rates had been 100 basis points higher, with
all other variables held constant, consolidated loss for
the year would have been HK$2,000,000 higher (2018:
consolidated profit would have been HK$2,000,000
higher), arising mainly as a result of higher interest
expense on bank borrowings.

(f) Categories of financial instruments

6.

MR ERERE (8

(e) RIZ=E
AEBRSREMNEXRAREERHFNA
KEETTAHEREMES 2 BBIRTT
RIEHF BN REF RN

R-ZE—-AE+-_A=+—8 " ¥
KT ER100EE S M E M TE A & H
=HEFTE  AFANEAEEE TR
2,000,000/ 7T (ZZ—/)\4F : A8
# T #£2,000,00087C) * EE2HERN
BITEERNEMAZIRD o WF|E LA
100fBE B M E b Fr A A # A = EFT
B BIF NERA BB KL 112,000,000
BIL(ZE—N\F : 24 % &1En
2,000,000/ 7T) @ EEEHRIETEE
FEFRZIEM -

() =HMIAEH

2019 2018
—ZE-hEF —E-N\F
HK$'000 HK$'000
FET FHET
Financial assets: EREE
Financial assets at amortised cost BB ER T ESRERE 16,695 16,549
(including cash and cash equivalents) (BiEEREeRREEEY)
Investments at fair value through profit or loss & iBIEZIR A FEY IR 2 &
- Designated as such upon initial recognition — R RIS E = 645
16,695 17,194
Financial liabilities: SEas:
Financial liabilities at amortised cost R AR SRIBE 227,145 209,112
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Notes to the Consolidated Financial Statements

e HRRHE

For the year ended 31 December 2019 &Z—_ZF—NF+-_A=1T—HILFE
(Expressed in Hong Kong dollars) (LABTEHE)

6. FINANCIAL RISK MANAGEMENT

(Continued)

(g) Fair values

Fair value is the price that would be received to sell an
asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date.
The following disclosures of fair value measurements use
a fair value hierarchy that categorises into three levels
the inputs to valuation technigues used to measure fair
value:

Level 1 inputs: quoted prices (unadjusted) in active
markets for identical assets or liabilities that the Group
can access at the measurement date.

Level 2 inputs: inputs other than quoted prices included
within level 1 that are observable for the asset or liability,
either directly or indirectly.

Level 3 inputs: unobservable inputs for the asset or
liability.

The Group’s policy is to recognise transfers into and
transfers out of any of the three levels as of the date of
the event or change in circumstances that caused the
transfer.

6.

MR ERERE (8
(8) 2VE

RNHENEMS28E ZERFTERH
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HEREE AR EMTAER
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FEZBABIED RB=(EER :
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Notes to the Consolidated Financial Statements
e SRR MR

For the year ended 31 December 2019 &Z—_ZF—NF+-_A=1T—HILFE
(Expressed in Hong Kong dollars) (LABTEHE)

6. FINANCIAL RISK MANAGEMENT 6. KR ERE (&)
(Continued)
(8) Fair values (Continued) (8) AYE(&E)
(@) Disclosures of level in fair value hierarchy: @) R FEERKFHE

Fair value measurement using:

AVEGERAZER
Description Level 1 Level 2 Level 3 Total
5H -8 et B=R @t
HK$'000 HK$'000 HK$'000 HK$'000
THET THET TRRT TR
At 31 December 2019 RZZB-NF
+=A=+-8H
Investments at fair value ERBREATETIRZ
through profit or loss: RE:
~ Listed equity securities - FRARESR - - - -
Property, plant and equipment 9% - BERRHE
— Building held for own use -BEERZET - - - -
- Hong Kong — &5
Investment Properties REME
- Residential units - Hong Kong ~ —FEEL—FE - 390,000 - 390,000
- 390,000 - 390,000
At 31 December 2018 RZB-N§
T=A=+-8H
Investments at fair value ERBEZERATESIRS
through profit or loss: RE:
- Listed equity securities - FRAES 645 - - 645
Property, plant and equipment ¥% - BERRE
~ Building held for own use ~-BEERZET - - 85 85
- Hong Kong -&
Investment Properties REME
- Residential units - Hong Kong ~ —FEEL—FE - 369,200 - 369,200
645 369,200 85 369,930

China Graphene Group Limited « FEFEAEEERA A
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For the year ended 31 December 2019 &Z—_ZF—NF+-_A=1T—HILFE
(Expressed in Hong Kong dollars) (LABTEHE)

(Continued)

(b)

6. FINANCIAL RISK MANAGEMENT 6. BB EEERE (&)

(8) Fair values (Continued) (8) AYE(&E)
Reconciliation of assets measured at fair (b) WREZF=RZELAFETEZEE

value based on level 3: )
2019 2018
—E-hEF —ZT-)\F
Building held Building held
Description for own use - for own use —
HE Hong Kong Hong Kong
e FE
BRAZEF - BRAZEF-
BE B
HK$'000 HK$'000
FEx FAT
At 1 January n—A—H 85 90
Depreciation charge for the year (#) FENEERH) = ©)
Disposal of a subsidiary HE—HMBAT (85) -

Net losses recognised in consolidated  P4RA IBZRIEREE1E#)

profit or l0ss (#) - 2)
At 31 December B+=—A=+—H - 85

#) Include gains or losses for assets
held at end of reporting period

# BERREHREE

BECRE

The total gains or losses recognised in consolidated
profit or loss and depreciation charge for the
previous year including those for assets held at
end of reporting period are presented in operating
and administrative expenses in the consolidated

statement of profit or loss.

RBERAREEARETHERZ
BERBELEFERR (BER
BEEZBE) TNEEBERA
B S RITHF S 25 -
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Notes to the Consolidated Financial Statements
e SRR MR

For the year ended 31 December 2019 &Z—_ZF—NF+-_A=1T—HILFE

(Expressed in Hong Kong dollars) (LABTEHE)

6. FINANCIAL RISK MANAGEMENT
(Continued)

(g) Fair values (Continued)

(c)

China Graphene Group Limited ¢ FEGAEH

Disclosures of valuation process used by

the Group and valuation techniques and
inputs used in fair value measurements at 31
December 2019 and 2018:

The Group’s financial controller is responsible for
the fair value measurements of assets and liabilities
required for financial reporting purposes, including
level 3 fair value measurements. The financial
controller reports directly to the Board of Directors
for these fair value measurements. Discussions of
valuation processes and results are held between
the financial controller and the Board of Directors
at least once a year.

For level 3 fair value measurements, the Group will
normally engage external valuation experts with the
recognised professional qualifications and recent
experience to perform the valuations.

Key unobservable inputs used in level 3 fair value
measurements are mainly:

—  Cost of construction
Cost per square feet to completion was
estimated based on the type of building
structure and taking into account market
data on current construction costs for similar
properties.

—  Estimated depreciation
Deducting all sources of depreciation by
straight-line method over the estimated
useful life, including physical deterioration
and functional and economic obsolescence
and adjusting by the physical condition of the
building.

BRAR
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(8) AFEGE

(c)

R-CBE-NER-F—-)NF+=
BA=+—H XEBEAZZE
BFUR A FEFEAERA 1 E
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BITENEERBBEZAFE
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M pEEERESeERLS
N ENE - MR EEEES
BEEDETRGERFE RE
B2 o

REZMAFEFEMS A%
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Notes to the Consolidated Financial Statements
e SRR MR

For the year ended 31 December 2019 &Z—_ZF—NF+-_A=1T—HILFE
(Expressed in Hong Kong dollars) (LABTEHE)

6. FINANCIAL RISK MANAGEMENT 6. HEEMER (&)
(Continued)
(8) Fair values (Continued) (8) AYE(&E)

(c) Disclosures of valuation process used by
the Group and valuation techniques and
inputs used in fair value measurements at 31
December 2019 and 2018: (Continued)

(€ R-FB-NFR-F-NF+=
A=+—H FEEREHZ1GE
BFUR A FlET BRI E
FERBABIBEZKE - ()

Level 2 fair value measurements Fair value
2019 2018
—E-RE —T-)N\F
Description Valuation technique  Inputs HK$'000 HK$'000
EH HERE AR TR THT
Assets Liabilities Assets  Liabilities
&E af BE =V
Residential units located ~ Direct comparison ~ Comparable sales
in Hong Kong approach transaction
REEEEEN EREEEE HBRHEERS
Capitalised net 390,000 - 369,200 -
rental income
NN
Level 3 fair value measurements
E-RATEHE
Fair Value
nE
Effect on fair
value for
Valuation increase of 2019 2018
Description technique Unobservable inputs inputs —E-NEF —T-)N\F
HK$'000 HK$'000
TR THET
AR
e
JER fEETE TABRE MR AFEzF2 | Assets Liabilities ~ Assets  Liabilities
BE 2 BE B
Building Basedonnet  Costof constructionof  Increase
heldforown  replacement  HK$1,210 per square &1
use - Hong cost feet for 2018
Kong FEEKAZE  2018FRERLKA
HEBRZET FFHR,210%87T
-HE
Estimated depreciation  Decrease - - 85 -
over the useful life of ~ J&%
58 years for 2018
FA20185F AI{if F F 58 F
BfhETITE

During the two years, there were no changes in the MEANFTRMMER AL EEE) -

valuation techniques used.
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e SRR MR

For the year ended 31 December 2019 &Z—_ZF—NF+-_A=1T—HILFE
(Expressed in Hong Kong dollars) (LABTEHE)

7.

China Graphene Group Limited ¢ FEGAEH

REVENUE

An analysis of the Group’s revenue for the year is as follows:

7. W=

FARKE WS Z AT -

2019 2018
—F-NF —T)N\F
HK$'000 HK$'000
FET FAET
Rental income Ha WA 6,874 10,747
Provision of property management services R EIERTE = 289
Sale of plants and provision of horticultural HEEY MR EEZRE
services 6,584 4,894
Loan interest income BF EWA - 167
Sale of graphene AEEIHIHE - 432
13,458 16,529
OTHER INCOME 8. HABKA
2019 2018
—E-hE —E-N\F
HK$'000 HK$'000
FET FAET
Interest income on bank deposits RITFRFEUA 43 2
Dividend income from equity investments AR AR B Fr15 2 IR SR A - 29
Gain on disposals of property, plant and HEYE - BEMEE W
equipment 69 278
Gain on disposals of subsidiaries (note 33) BB A R s (F9RE33) 9,112 -
Reversal of over-provided expenses BT ER S R EER
in prior years - 1,483
Reversal of allowance for trade receivables B SR ARIAR B RE 27 164
Others EHAth 477 648
9,728 2,604

BRAR



Notes to the Consolidated Financial Statements
e SRR MR

For the year ended 31 December 2019 HE—Z

(Expressed in Hong Kong dollars) (LABTEHE)

9.

10.

“NETZA=THLFEE

OTHER GAINS AND LOSSES HittlwE= R E#E
2019 2018
—E-hEF —E-N\F
HK$°000 HK$'000
FET FET
Fair value gain on investment properties "EYHEZ RN 20,800 10,800
Fair value gain (10ss) on investments at fair FEREREATESRZ
value through profit or loss "Bz A FHEKE ()%TE) 32 92)
Write-off of prepayment for property, plantand  ¥1% - B&E &R ETET 5
equipment 2 s = (54,516)
20,832 (43,808)
SEGMENT INFORMATION 10. 7 EER
The Group's operating segments are identified on the basis REENDZTERERRERNRERES
of internal report about the components of the Group that "*E&F.HE%EEEHH’EHH%F‘VKE@ BT HY
are regularly received by the chief operating decision maker WNEBER &S s Bl & D %R BERRER
in order to allocate resources to segments and to assess KARES
their performance. The chief operating decision maker is the
Company's Directors.
The Group has five operating segments as follows: AEBBRAEKLEDENT
Property investment - engages in leasing out MERE - REEEHELE
residential properties
Horticultural services - provides horticultural services BEE R - RHEBRE
Graphene manufacturing - manufactures and sells AEGBEER - SELKEEAEELA
and sales graphene and graphene- HE EIFEEER
related products
Property managementand - provides building MEEERHEM - REEFEERE
other related services management services 1ERA RS
Money lending - provides loan financing BEES - FARARERE&EARE
to corporate entities and %

individuals

The Group's reportable segments are strategic business
units that offer different products and services. They are
managed separately because each business requires different
technology and marketing strategies.

AEBRE D RERHTRAER LIRS Z K
BRIE RIS BN - WA & EBHE 2 Bl &
LHRREBR  WEREBEIHER
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Notes to the Consolidated Financial Statements

e HRRHE

For the year ended 31 December 2019 &Z—_ZF—NF+-_A=1T—HILFE
(Expressed in Hong Kong dollars) (LABTEHE)

10. SEGMENT INFORMATION (Continued)

The accounting policies of the operating segments are
the same as those described in note 4 to the consolidated
financial statements. Segment profits or losses do not include
unallocated administrative expenses, share of losses of
associates, unallocated other income, unallocated other gains
and losses, finance costs and income tax expense. Segment
assets do not include pledged bank deposits, interests in
associates and unallocated corporate assets. Segment liabilities
do not include bank borrowings, unallocated corporate
liabilities, current tax liabilities and deferred tax liabilities.

The Group accounts for intersegment sales and transfers as
if the sales or transfers were to third parties, i.e. at current
market prices.

(a) Disaggregation of revenue

Disaggregation of revenue from contracts with customers
by major products or service and geographical location
of customers is as follows:

10. 2 ER (8)

DR G SHBOR SR & B TS IR M ST AP
AMERF - D RENHEBEBRALTEIERDE
TR - BIEBERRIER - RoRHMD
WA~ ROBECE MY Es R EE - BRE KA
KFEHAX - 7BEEYTEECHERR
TEF - REERTZRENRDERAFE
E - 2BABYTERERITEE  RokA
AARE  HRHEABENREEHIARAE -

AEBEBHYBRREBEENERIE  BOA
BSHE REEME=T BHRRETE)(E
4o

Pl
BERERAREREFPHEVES D
HRBEPAEKZBEDIRNT -

(a)

2019 2018
—B-_h&E —T)\F
HK$'000 HK$'000
FExT FET
Disaggregated by major products or services 1% ZE M ARE D IF
— Provision of property management services — — 2T IR RS = 289
— Sale of plants and provision of horticultural —HEEY RIEHE
services EZ AR 6,584 4,894
- Sale of graphene — A IHE - 432
Revenue from contracts with customers REEFPED W 6,584 5,615
- Rental income —fHslA 6,874 10,747
—Loan interest income —EHABEWA - 167
Total revenue e 1858 13,458 16,529
Disaggregated by geographical location of REPHIEE DI
customers
- Hong Kong -5 6,584 5,183
— Japan =N - 432
6,584 5,615
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Notes to the Consolidated Financial Statements
e SRR MR

For the year ended 31 December 2019 &Z—_ZF—NF+-_A=1T—HILFE
(Expressed in Hong Kong dollars) (LABTEHE)

10. SEGMENT INFORMATION (Continued) 10. 2 ER (8)
(a) Disaggregation of revenue (Continued) (a) ZiFUzs ()
Timing of revenue recognition
W MR
2019 2018

“E-NF —EN\E

At a point At a point
intime  Over time Total intime ~ Over time Total
RE@ HEERY REE  EERE

BEMER #HBHER At BEEED EBmER #st
HK$'000  HK$'000  HK$'000 HK$'000 HK$'000 HK$'000
TR TR TR TR TR TR

Provision of property RIMEERRE

management services - - - - 289 289
Sale of plants and provision of  $4EEYI &

horticultural services RERERS 1,122 5,462 6,584 897 3,997 4,894
Sale of graphene BEGHEE - - - 432 - 432
Total @it 1,122 5,462 6,584 1,329 4,286 5,615
Provision of property management services PRHRYEEE R
Revenue from property management services recognised PR B I AR AE M R R AR
when the services are rendered. TERFIERR o
Sale of plants and provision of horticultural HEEY RIZEHEERE
services
The Group sells plants to the customers. Sales are AEBRFFEEREY - HENMEYR
recognised when control of the plants has transferred, R Z P BT IR R o SIS
being when the plants are delivered to a customer, TEEPEMNEN RBITREE  BE
there is no unfulfilled obligation that could affect the FERBEMNEERRRE
customer’s acceptance of the plants and the customer
has obtained legal titles to the plants.
Revenue from horticultural services is recognised when KB R EE RS EE RSN R

the services are rendered. FEESTERR ©
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Notes to the Consolidated Financial Statements
e SRR MR

For the year ended 31 December 2019 &Z—_ZF—NF+-_A=1T—HILFE

(Expressed in Hong Kong dollars) (LABTEHE)

10. SEGMENT INFORMATION (Continued)

(a)

(b)

Disaggregation of revenue (Continued)

Sale of plants and provision of horticultural
services (Continued)

Sale of plants and provision of horticultural services to
customers are normally made with credit terms of 30
days. A receivable is recognised when the plants are
delivered or services are rendered to the customers
as this is the point in time or over time that the
consideration is unconditional because only the passage
of time is required before the payment is due.

Sale of graphene

The Group sells graphene to the customers. Sales
are recognised when control of the graphene has
transferred, being when the graphene is delivered to a
customer, there is no unfulfilled obligation that could
affect the customer’s acceptance of the graphene and
the customer has obtained legal titles to the graphene.

Sales to customers are normally made with credit terms
of 30 days. A receivable is recognised when the graphene
is delivered to the customers as this is the point in time
that the consideration is unconditional because only the
passage of time is required before the payment is due.

Information about operating segment profit
or loss, assets and liabilities

Information regarding the Group's reportable segments
as provided to the chief operation decision maker for
the purposes of resource allocation and assessment of
segment performance for the year is set out below.

Certain comparative figures on segment information
have been reclassified to conform to the current
year's presentation. The new classification on segment
information was considered to provide a more
appropriate presentation.
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Notes to the Consolidated Financial Statements
me M BRRME

For the year ended 31 December 2019 HEZZFT—NF+_A=+—HILFE
(Expressed in Hong Kong dollars) (LA TTEHE)

10. SEGMENT INFORMATION (Continued) 10. 2 EER (&)
(b) Information about operating segment profit (b) EERE S EELR EERAGZ
or loss, assets and liabilities (Continued) EH (8

Years ended 31 December 2019  BE-E-hf&

TZA=+-HIEE
Revenue from customers RERE W&
Intersegment revenue ey
Revenue from extemal customers — RESSEE 2 iz
Segment profit/(oss) PR/ (BB)

Depreciation of property, plantand 1% - BERRERERE
equipment and right-of use assets  BERE
Addifions to segment non-current. REAEFFHEE

assets
Asat 31 December 2019 RZE-nE
+2A=t-E
Segment assefs NEEE
Segment liabilties HEERE
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Notes to the Consolidated Financial Statements
e SRR MR

For the year ended 31 December 2019 &Z—_ZF—NF+-_A=1T—HILFE
(Expressed in Hong Kong dollars) (LABTEHE)

10. SEGMENT INFORMATION (Continued) 10. 7 EER (&)
(b) Information about operating segment profit (b) EERE S EELR EERAGZ
or loss, assets and liabilities (Continued) &R ()

Property

management

Graphene and other

Property  Horticultural  manufacturing related Money

investment Services and sales Services lending Total

VES

REf REfh
NERE B2 EEREE TR [FEEH 5t
218 2018 218 2018 2018 218

NEOBNE OFNE BN CRNE CB)E
HKS'000 HKS'000 HK$'000 HK$'000 HKS'000 HKS 000
TEL TEL TEL TAL TAL TAL

Years ended 31 December 2018 HZ=E-N\%
tZR=T-BLEE
Revenug from customers REEP e 10747 4984 132 %9 167 16619
Infersegment revenue AEERE - (90) - - - (0
Revenue from external customers — REHIEE 2Ma 10747 489 3 %9 167 16529
Segment profit/loss) HEER/ (E8) 5 (232 (68,520) 0 I (70527
Depreciation of property, plantand 912 - BERRENRE
equipment 1,086 - 934 - - 2,020
Additions to segment RENEERHEE
non-current assets 1 - % - - 137
As at 31 December 2018 RZE-N\E
+2A=t-E
Segment assets PREE 318,419 2,256 4173 790 884 386,522
Segment liabilities HEEE 2391 639 5322 0 186 8,548
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Notes to the Consolidated Financial Statements

e HRRHE

For the year ended 31 December 2019 &Z—_ZF—NF+-_A=1T—HILFE

(Expressed in Hong Kong dollars) (LABTEHE)

10. SEGMENT INFORMATION (Continued)

10. 7 EEH (&)

(b) Information about operating segment profit (b) EERE S EELR EERAGZ
or loss, assets and liabilities (Continued) &1 (]
Reconciliations of segment revenue and profit or DY RIEw 2R
loss
2019 2018
—E-hEF —E—\F
HK$'000 HK$'000
FET FBT
Revenue g
Total revenue of reportable segments wmES Tz Rl 13,461 16,619
Elimination of intersegment revenue 35 SR e (3) (90)
Consolidated revenue AW 13,458 16,529
Profit or loss B
Total profit/(loss) of reportable segments wEEZRH, (E18) g5 6,038 (70,527)
Elimination of intersegment profits I D LR ET) (3) (90)
Share of losses of associates FE(REE N A ESIE - (330)
Unallocated amounts: ROBLFUE ¢
- Depreciation of property, plant and —ME - BEREETE
equipment (5) (16)
—Finance costs — BB AR (8,104) (5,943)
— Others gains and losses — H 25 B 1S 9,467 460
- Unallocated corporate expenses — RO AFIFRX (7,403) (12,359)
Consolidated loss before tax MREIRIARE BB (10) (88,805)
Reconciliations of segment assets and liabilities THEEERBEHK
2019 2018
=F-NEF  —F\F
HK$'000 HK$'000
FET FAET
Assets BE
Total assets of reportable segments WMEDH I REE 403,337 386,522
Investments in associates REE QB 2R E 12,211 12,211
Unallocated: RAOHL -
- Pledged bank deposits — BEBIRITER 10,275 6,368
- Cash and cash equivalents —BekRSEEY 294 168
- Other assets —Hi&EE 1,033 1,088
Consolidated total assets IREBERT 427,150 406,357
Annual Report 2019 « —ZE—hEER
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Notes to the Consolidated Financial Statements

e HRRHE

For the year ended 31 December 2019 &Z—_ZF—NF+-_A=1T—HILFE
(Expressed in Hong Kong dollars) (LABTEHE)

10. SEGMENT INFORMATION (Continued) 10. 2 EE R (&)
(b) Information about operating segment profit (b) EERE S EELR EERAGZ
or loss, assets and liabilities (Continued) &1 (]
Reconciliations of segment assets and liabilities DEEEREEE K (B
(Continued)
2019 2018
—E-hEF —E-N\F
HK$'000 HK$'000
FET FBT
Liabilities 8f&
Total liabilities of reportable segments mESEzREE 17,094 8,548
Unallocated: KO
- Bank borrowings —RITIEE 200,000 200,000
— Other liabilities —HihBE 13,214 936
— Current tax liabilities —RIEARIEEE = 17
Consolidated total liabilities e BEResE 230,308 209,501
Geographical information: HEZH

R EE D BAKE R AW TP
RERREEZMH D EAFRDEENE

The Group's revenue from external customers by location
of operations and information about its non-current

104

assets by location of assets are detailed below: BHESIT -
Revenue Non-current assets
Wi FRBEE
2019 2018 2019 2018
—E-E —T-N\F Z=EB-hE =—ZT)N\F
HK$'000 HK$'000 HK$'000 HK$'000
FExT FAT FExT FATT
Hong Kong Fess 13,458 16,097 393,919 372,565
Japan =N - 432 1,901 2,353
Consolidated total REBEE 13,458 16,529 395,820 374,918
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Notes to the Consolidated Financial Statements
e SRR MR

For the year ended 31 December 2019 &Z—_ZF—NF+-_A=1T—HILFE
(Expressed in Hong Kong dollars) (LABTEHE)

10. 7 REFR (&)
(b) FREESEER AERAMZ

10. SEGMENT INFORMATION (Continued)

(b) Information about operating segment profit

or loss, assets and liabilities (Continued) &1 (]
Revenue from major customers contributing 10% KEWLREBKZFE10%E U FHIEE
or more to the Group’s revenue are as follows: EFZWmMT :
2019 2018
—E-hEF —E-)\F
HK$'000 HK$'000
FET FAT
Rental income
— Customer A - 3,840
— Customer B 1,968 -
11. FINANCE COSTS 11. @ERA
2019 2018
—E-hF —ZT—)\F
HK$'000 HK$'000
FET FAT
Interest on bank borrowings g 6,042 5,943
Interest on other borrowing g 1,946 -
Lease interests 116 -
8,104 5,943
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Notes to the Consolidated Financial Statements
e SRR MR

For the year ended 31 December 2019 #H#EZ—ZF—NF+-A=+—HILLFE
(Expressed in Hong Kong dollars) (LABTEHE)

12. INCOME TAX EXPENSES 12. FISFiRAX
2019 2018
—E-hEF —E-N\F
HK$'000 HK$'000
FET FiBT
Current tax — Hong Kong Profits Tax BIEAT IB-B B FIEH
Provision for the year IREFRAE - 17
No provision for Hong Kong Profits Tax has been made in ARAREREE T AF+-A=+—
the consolidated financial statements as the Group has no BIEFEWRERSE LT BRBUEF) -
assessable profit arising in Hong Kong for the year ended 31 WARIRE M BRERFHRR BN G H A
December 2019. Hong Kong Profits Tax has been provided at o BENEROEEE-F—/\F+=A
a rate of 16.5% on the estimated assessable profit for the year =t BIEFENETEFBOEH.216.5%
ended 31 December 2018. RTIRIEM ©
Tax charge on profits assessable elsewhere have been Hiest 75 o0 B ar B AR B A SR B & rie
calculated at the rates of tax prevailing in the countries in BIRBRITAB] - B R BB E AR
which the Group operates, based on existing legislation, HBBERAX -
interpretation and practices in respect thereof.
The reconciliation between the income tax expenses and the FITHS B9 X B m PR B Bl IS 1SR DA B 8 A5
product of loss before tax multiplied by the Hong Kong Profits B2 BOHERAT -
Tax is as follows:
2019 2018
—E-hE —T-N\F
HK$'000 HK$'000
TEx FHT
Loss before tax PRI AR 1R (10) (88,805)
Tax at the domestic income tax rate of 16.5% A PTS T 16 5% TE T
(2018: 16.5%) (ZF—\F : 16.5%) (2) (14,653)
Tax effect of expenses that are not deductible BRI NRESE 3,142 12,465
Tax effect of income that is not taxable BARBBRANTEZE (4,964) (1,854)
Tax effect of unused tax losses not recognised RERAB AR IESEOT L 2,345 4,870
Tax effect of utilisation of tax losses not previously — EhF AR T AR B EIEH
recognised mGTE (50) ©1
Tax effect of temporary differences not recognised RER LR ZREHH BT E (471) (339)
Effect of different tax rate of subsidiaries MBRRTRMENTE = (381)
~ 17
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Notes to the Consolidated Financial Statements

e HRRHE

For the year ended 31 December 2019 &Z—_ZF—NF+-_A=1T—HILFE

(Expressed in Hong Kong dollars) (LABTEHE)

13. LOSS FOR THE YEAR

The Group's loss for the year is stated after charging/(crediting)

13. FAEE

AEE 2 FABBEMRGEA) TFIEE

the following: &R
2019 2018
—E-hE —E-N\F
HK$'000 HK$'000
FBT FET
Depreciation of property, plant and equipment %% - = M & A K&
and right-of-use assets TREEENE 3,875 2,036
Fair value gain on investment properties KEME 2 N AR (20,800) (10,800)
Loss on disposals of investment properties HEREYEEE 550 -
Minimum lease payments under operating KEHER T 7 RIEBEENK
leases (under HKAS 17) (RIEF AT LR E179R) - 5,802
Expenses related to short-term leases REIHERARX 185 -
Auditor’s remuneration [ S CIER T
- Current —BHA 830 830
— Under-provision in prior year - T FEBHETR 130 -
Cost of inventories sold BEEFERA 973 1,590
Allowance for (reversal of allowance for) GFERE (BERE)
inventories (included in cost of sales) (BT ASEERA) 60 )
Write-off bad debts AR = 37
Reversal of allowance for trade receivables B S W ARIB R E R E (27) (164)
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Notes to the Consolidated Financial Statements

e HRRHE

For the year ended 31 December 2019 &Z—_ZF—NF+-_A=1T—HILFE
(Expressed in Hong Kong dollars) (LABTEHE)

14. EMPLOYEE BENEFITS EXPENSE 14. EEEAFEX
2019 2018
—E-hE —E-N\F
HK$'000 HK$'000
FEx FAT
Staff costs including directors’ remunerations: 8 LA (BIEEZ#S) ¢

Salaries, bonuses and allowances e - fEA R 16,067 30,881
Retirement benefit scheme contributions IR FET B3R 123 1,476
16,190 32,357

Five highest paid individuals LEESFMAL

The five highest paid individuals in the Group during the year
included three (2018: three) directors whose emoluments are
reflected in the analysis presented in note 15. The emoluments
of the remaining two (2018: two) individuals are set out below:

TR AERRLEREFMALEE=52(Z
T-\F: ZR)EF - AMEERHE12
SIZ AR RER - SR TMAR(CT—\F M
B)ANLZHESEIIAT

2019 2018
—E-hEF —ZE-)\%¥
HK$'000 HK$'000
FET FEL
Basic salaries and allowances HARF & MEA 3,769 3,246
Retirement benefit scheme contributions RN FIET B FR 24 32
3,793 3,278

The emoluments fell within the following band: N FUATEE -
2019 2018
—E-hE —T-N\F
HK$Nil to HK$1,000,000 Z I 21,000,000 7T 1 -
HK$1,000,001 to HK$1,500,000 1,000,001 7T %2 1,500,000/ 7T - 1
HK$1,500,001 to HK$2,000,000 1,500,001 7T & 2,000,000/ 7T - 1
HK$2,500,001 to HK$3,000,000 2,500,001/ 7T &3,000,0007% 7T 1 -
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Notes to the Consolidated Financial Statements
me M BRRME

For the year ended 31 December 2019 HEZZFT—NF+_A=+—HILFE
(Expressed in Hong Kong dollars) (LA TTEHE)

15. BENEFITS AND INTERESTS OF DIRECTORS 15. EE xRk ER

(a) Directors’ emoluments (a) E=M<

Name of Director BEEE
Executive directors: BITES:

Chen Meng () B ()

Zhou Chen (il B (i)
Non-executive director: FYTES:

Li Feng Mao, Chairman i) ZEK - 2R (i

Independent non-executive ~ BUFHTES:

directors:
Wang Song Ling (v) B
(a0 Han (vii BE (il
Chou Chi Ping, David (viii FEIRRE (i)
Lum Pak Sum (ix) HHAEAR (i)
Total for 2019 ZE- NS
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Notes to the Consolidated Financial Statements

e HRRHE

For the year ended 31 December 2019 &Z—_ZF—NF+-_A=1T—HILFE

(Expressed in Hong Kong dollars) (LABTEHE)

15. BENEFITS AND INTERESTS OF DIRECTORS

15. EEZRE K= ()

(Continued)
(a) Directors’ emoluments (Continued) (a) E=M< (@)
Retirement
benefit
Salariesand ~ Discretionary scheme
Fees allowances bonus  contributions Total
RIRER
g i 1 BiERa SRR At
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T T T T T
Name of Director ESp?
Executive directors: HTEE:
Chen Meng () BRI ) - 3,005 - 18 3023
Zhou Chen (i) AR (i) - 2,850 - 18 2,868
- 5,855 - 36 5,891
Non-executive director: FHTEE.
Li Feng Mao, Chairman (i) FER - ER (i) - 8475 - 18 8493
Independent non-executive ~ BUFHTES:
directors:
Li Jing Bo (i) FRE (V) 3% - - - 3%
Wang Song Ling (v) T () 360 - - - 30
Li Wai Kwan (vi) BEE () 333 - - - 333
1,049 8475 - 18 9,542
Total for 2018 T\ 1,049 14,330 - 54 15433

None of the Directors waived any remuneration during
the year ended 31 December 2019 (2018: Nil).

During the year ended 31 December 2019, there was
no emoluments have been paid to the Directors as an
inducement to join or upon joining the Group; or as
compensation for loss of office.
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Notes to the Consolidated Financial Statements

e HRRHE

For the year ended 31 December 2019 &Z—_ZF—NF+-_A=1T—HILFE
(Expressed in Hong Kong dollars) (LABTEHE)

15. BENEFITS AND INTERESTS OF DIRECTORS  15. EE 2Rl Kk # = (&)

(Continued)

(a) Directors’ emoluments (Continued) (@)
Notes: () Mr. Chen Meng was resigned on 23 August 2019.

(i) Mr. Zhou Chen was appointed on 1 February 2018.
(il Mr. Li Feng Mao was resigned on 23 August 2019.

(iv)  Mr. Liling Bo was resigned on 28 December 2018.

(v)  Mr. Wang Song Ling was resigned on 23 August 2019.

(vi) Mr. Li Wai Kwan was appointed on 1 February 2018 and
resigned on 30 November 2018.

(vii) Mr. Gao Han was appointed on 28 February 2019.

(viii

Mr. Chow Chi Ping, David was appointed on 28 February
2019.

(ix)  Mr. Lum Pak Sum was appointed on 30 September 2019.

(b) Directors’ material interests in transactions, (b)

arrangements or contracts

No significant transactions, arrangements and contracts

in relation to the Group's business to which the Company

was a party and in which a director of the Company and

the director’s connected party had a material interest,

whether directly or indirectly, subsisted at the end of the

year or at any time during the year.

EEMe (@
MEE: () BERLEER-Z-AFENAZ+FZ=
HEHE -

iy BAREER-ZT-NF_A-BEZ
£ -

iy ZTFREEER=ZZF—NLFNA
—+=HEHE -

vy =ERELEER=-Z—N\E+=A
Z+\BEHT -

v, EFRRKREEER=ZFT—NFNA
—+=HEHE -

vy FEBEER-ZT—N\F-_A—AE
ZERER=ZTE—N\F+—HA=+8
BHE ©

(i) BEBELEER=ZZT—NF-_A=-+/\H
BEE-

(i) ARFEER=_T—AF_A=1+N
HEZT -

(x) MEREER-Z-NFAA=1A
EZRE-

EENRS  REAEHNHPZEK
RS

RAFEEREFRET HERNFR
HF RN AIRFEFEARRTHERETL
77 BRAEEXBABEIEARS
HREHNTEEERER (THRERE
S ©
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Notes to the Consolidated Financial Statements

e HRRHE

For the year ended 31 December 2019 &Z—_ZF—NF+-_A=1T—HILFE
(Expressed in Hong Kong dollars) (LABTEHE)

16. DIVIDENDS

The board of directors (the “Board”) does not recommend the
payment of any dividend for the year ended 31 December 2019
(2018: Nil).

17. LOSS PER SHARE

The calculation of the basic and diluted loss per share

attributable to owners of the Company is based on the
following data:

16. B2

EEE ((HEE ) TREARBE T NF
toAZ T BLFEREEARE(CT
—I\E ) -
ZREE

ATEARTRA AREERERREEER
TYERAT 80 -

17.

2019 2018
—E-hE —E-N\F
HK$'000 HK$'000
TER FAET
Loss: A
Loss for the purpose of calculating basic and ~ StEtEARRARIEA AEE
diluted loss per share attributable to owners &R EAR K 5 E1E
of the Company i & HEsIE (10) (88,822)
2019 2018
—E-hEF —T-N\F
‘000 ‘000
TR T
Number of shares: REHA :
Weighted average number of ordinary shares  FiatESARE AL EEEIEH =8
for the purpose of calculating basic and AR INRE OB
diluted loss per share 2,819,102 2,819,102

The basic and diluted loss per share for the years ended 31
December 2019 and 2018 were the same as the Company had
no dilutive potential ordinary shares in issue during the years.
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Notes to the Consolidated Financial Statements
me M BRRME

For the year ended 31 December 2019 HEZZFT—NF+_A=+—HILFE
(Expressed in Hong Kong dollars) (LA TTEHE)

18. PROPERTY, PLANT AND EQUIPMENT 18. M1% - RERZE
Building
held for
oWn use Furniture
Leasehold carried at and Leasehold Motor
land fairvalue  equipment  improvement vehicles Total
NATESIR
RELH  BEEREE  GARRE REEE hai: Eh)
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Thn Thn Thn T Thn Thn
Cost or valuation: HAGME
1 January 2018 R=E-\E-F-H 600 90 2177 3191 4,588 10,646
Additions AE - - 7 - 66 137
Disposals L& - - - - (172 (1729
Deficit on revaluation St - 2 - - - 2
Exchange differences EiZR - - 1 5 ) (1)
Elimination of accumulated depreciation  2HE%3 - @) - - - @3
At 31 December 2018 and RZE-\F+ZA=1-H
1 lanuary 2019 k=%-n%-F-H
Additions hE
Disposals L
Disposal of subsiliary HEHBAT
Exchange differences EXZE
At 31 December 2019 RZE-NETZA=T-H
Accumulated depreciation ZitiE
1 January 2018 RZE-N\F-F-H 267 - 793 933 1953 3946
Charge for the year TEETH 12 3 162 516 1013 20%
Disposals L& - - - - (1041 (1041
Exchange differences EXZE - - @ 5 (155) (154)
Elimination on revaluation EftRHH
At31 December 2018 and RZB-\E+ZA=1-H
1lanuary 2019 R=F-nF-F-A
Charge for the year FEETH
Disposals e
Disposal of subsicliary HENEAR
Exchange differences EizE
At 31 December 2019 RZE-NE+ZA=1-H
Carrying amount HEE
At31 December 2019 RZB-NETZA=T-H
At31 December 2018 RZE-\E+ZA=1-H

Annual Report 2019 « —Z—hE&Ff

113



Notes to the Consolidated Financial Statements
e SRR MR

For the year ended 31 December 2019 &Z—_ZF—NF+-_A=1T—HILFE
(Expressed in Hong Kong dollars) (LABTEHE)

18. PROPERTY, PLANT AND EQUIPMENT 18. Y% - HEKRE (&)
(Continued)
At 31 December 2018, the leasehold land of approximately RZFE-—NF+ZH=+—H ' 4321,000
HK$321,000 and the buildings of approximately HK$85,000 are ST HE T K 985,000/ T 2 EFE K
pledged as security for the Group’s bank borrowings amounted e AN E E4406,00058 TLIR1TIE B 2 K
to approximately HK$406,000. ah °
The Group's buildings held for own use were revalued at AEBRIEERZEFRBISTASAM
31 December 2018 on net replacement cost approach TEHERTERATR_ZE—N\F+A
by Cushman & Wakefield Limited, an independent firm of —+—BIRFEERNEEITERS -

chartered surveyors.

If the buildings held for own use were stated on the historical WFHEB A2 EFREBL K AELENE - K
cost basis, their carrying amounts would be as follows: BREENT ¢
2018
—T-)N\F
HK$'000
FAT
Cost [D#N 780
Accumulated depreciation ZEFE (763)
17
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Notes to the Consolidated Financial Statements

e HRRHE

For the year ended 31 December 2019 &Z—_ZF—NF+-_A=1T—HILFE
(Expressed in Hong Kong dollars) (LABTEHE)

19. RIGHT-OF-USE ASSETS 19. FRHEEE
Disclosures of lease-related items: HEREBEEREE
2019
—E-NF
HK$'000
FTExT
At 31 December: R+—A=+—8”
Right-of-use assets FREEE
Land and buildings T AT 2,733
Lease commitments of short-term leases MHARE 2 IR E AR 20
The maturity analysis based on undiscounted AEEMHEEBERARMRRESRECIHE D
cash flows, of the Group's lease liabilities Hran T
is as follows:
- Less than 1 year —LR—F 2,815

The maturity analysis based on undiscounted cash flows, of
the Group's lease liabilities is as follows:

AEENHERBERBEARMAREREZET
HADMT

2019
—E-h{
HK$'000
THER

Year ended 31 December: BE+T-A=+—HLEE:

Depreciation charge of right-of-use assets TREEENESH

Land and buildings T REF 2,733
Lease interests HEF B 116
Expenses related to short-term leases AR ERERX 185
Income from subleasing right-of-use assets HIAEREEE WA 60
Total cash outflow for leases MEZReMLEEE 3,000

The Group leases various offices. Lease agreements are
typically made for fixed periods of 1 to 2 years. Lease terms
are negotiated on an individual basis and contain a wide range
of different terms and conditions. The lease agreements do not
impose any covenants and the leased assets may not be used
as security for borrowing purposes.

AEBEETZERLE - HEWHE —KRIR
—EMFHETEMRTL - BEGHRIR
ERIEAERER - B ERE TR GRS %
- HEBHTSmINEMNRZE  YAHEE
BENSAIFERER -
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Notes to the Consolidated Financial Statements

e HRRHE

For the year ended 31 December 2019 &Z—_ZF—NF+-_A=1T—HILFE

(Expressed in Hong Kong dollars) (LABTEHE)

20. INVESTMENT PROPERTIES

20. REYHE

2019 2018
—E-hE —E-N\F

HK$'000 HK$'000

FET FET

At 1 January R—A—H 369,200 358,400
Fair value gains NHEKE 20,800 10,800
At 31 December R+—A=+—H 390,000 369,200

Investment properties were revalued as at 31 December
2019 on the direct comparison approach by reference to
market evidence of recent transactions for similar properties
by Cushman & Wakefield Limited, an independent firm of

chartered surveyors.

At 31 December 2019, the carrying amount of investment
properties pledged as security for the Group’s bank borrowings
amounted to HK$390,000,000 (2018: HK$369,200,000).

China Graphene Group Limited ¢ FEGAEH
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RZZE-NF+ZA=+—BEREELEE
EITEL
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Notes to the Consolidated Financial Statements
e SRR MR

For the year ended 31 December 2019 &Z—_ZF—NF+-_A=1T—HILFE
(Expressed in Hong Kong dollars) (LABTEHE)

21. INVESTMENT IN ASSOCIATES

21. R N2 R’E

2019 2018
—2-nE T )\&
HK$'000 HK$'000
TER FAET
Unlisted investments: FELTIRE -
Share of net assets EIEEEFRE 12,211 12,211

Details of the Group’s associates at 31 December 2019 are as

AEBR-_ZT-AFt-_A=t—HZ#®=

follows: NSy NN
Percentage of
ownership interest/
voting power/
profit sharing
Place of Issued and EHERR REE
incorporation/ paid-up BASEzELL
Name registration capital Direct  Indirect Principal activities
% ML, ED 2 ERETRBERAK =8 BiE IEER
Five Color Stone Technology The Cayman Islands 30,000,000 ordinary 28% - Investment holding
Corporation MEHE shares of US$0.195 each BEER
30,000,0008 B EE
0.1955 TL A &R
BERAEMBRHBRAF Taiwan Registered capital of - 28%  Investment holding
= TWD1,000,000 REER
ERIIE=VN
1,000,000%7 & ¥
Taiwan Mutron Applied Taiwan Registered capital of - 22.4%  Manufacturing and
Materials Limited A& TWD1,000,000 sale of graphene and
BEERIEMBRNBRAR AR graphene-related
1,000,000%1 & #& products
EERBERERRA
R EEER

Annual Report 2019 « —ZE—hEER

117



Notes to the Consolidated Financial Statements
e SRR MR

For the year ended 31 December 2019 &Z—_ZF—NF+-_A=1T—HILFE
(Expressed in Hong Kong dollars) (LABTEHE)

22. INVENTORIES 22. FE
2019 2018
—E-hE —ZT-N\F
HK$'000 HK$'000
FHET FiHT
Horticultural plants BEEEY 532 527
23. TRADE AND OTHER RECEIVABLES 23. EZ R HMEWIRE
2019 2018
—E-hEF —T-N\F
HK$'000 HK$'000
FHET FHT
Trade receivables B 5 BRI 1,672 2,032
Allowance for doubtful debts REREE = (27)
1,672 2,005
Deposits paid for investment properties REWMENENIES - 1,500
Other prepayments HEMhTERFRIE 1,450 1,067
Rental and other deposits He kHMZES 2,278 2,628
Other tax receivables HoAth pE UL FR 51 442 440
Other receivables H A e IR 1B 760 189
6,602 7,829
Analysed as: PR
Current assets MENEEE 6,602 6,329
Non-current assets ERBEE = 1,500
6,602 7,829
The credit term is generally 30 days. The Group seeks to EEH—RA30H - REEZUNEHERERE
maintain strict control over its outstanding receivables. BREVWERIHEFSFRSET - E2EkTE
Overdue balances are reviewed regularly by the Directors. HR%E SR o
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Notes to the Consolidated Financial Statements
e SRR MR

For the year ended 31 December 2019 &Z—_ZF—NF+-_A=1T—HILFE
(Expressed in Hong Kong dollars) (LABTEHE)

23. TRADE AND OTHER RECEIVABLES 23. EZ R EHMEWERE (&)
(Continued)

The aging analysis of trade receivables based on the invoice REHZEAMGE 28 5 RWERIE FIREE)

date, and net of allowance, is as follows: ZHRER DT ¢
2019 2018
—E-hEF —E-NF
HK$'000 HK$'000
TR FET
0 to 90 days 1,671 1,883
91 to 180 days 1 112
181 t0 365 days - 8
Over 365 days - 2
1,672 2,005

RZZE-NF+A=+—H HERES
FEWARIB(E L B (T — \F : £927,000%8

As at 31 December 2019, no allowance was made for trade
receivables (2018: approximately HK$27,000).

JL) °
Reconciliation of allowance for trade receivables: 2 SR ARIE - BB -

2019 2018

—E-hE —E-N\F

HK$'000 HK$'000

FET FET

At 1 January Kn—H—H 27 191
Reversal for the year FRED (27) (164)
At 31 December R+ZA=+—8H - 27

The Group applies the simplified approach under HKFRS 9 to REEEAEBMGRELREIR THES

provide for expected credit losses using the lifetime expected FERBE S EWIRIEF A2 BB EEE
loss provision for all trade receivables. To measure the BETERHEEER BE - AitEES
expected credit losses, trade receivables have been grouped FEFE BE5RKEREEERELZEER
based on share credit risk characteristics and the days past SRH B A O - BEEEEHENE
due. The expected credit losses also incorporate forward SHIEEER

looking information.
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Notes to the Consolidated Financial Statements
e SRR MR

For the year ended 31 December 2019 &Z—_ZF—NF+-_A=1T—HILFE
(Expressed in Hong Kong dollars) (LABTEHE)

23. TRADE AND OTHER RECEIVABLES 23. ES R EMEWERE ()
(Continued)
Upto 3to 6t0 Over
3 months 6months  12months 12 months
Current past due past due past due past due Total
BH=fA 0%5=2 Ikt Ikl
L] EDAN AMER tf8A tZf8A szt
At 31 December 2019 RZE-NEtZA=T-R
Weighted average expected loss rate T BESER - - - - -
Receivable amount (HK$'000) g (ThT) 376 1,296 - - - 1,672
Loss allowance (HK$'000) BiakE(TEn) - - - - - -
At31 December 2018 RZE-\ETZA=T-H
Weighted average expected lossrate BT EABER - - 15% 100% -
Receivable amount (HKS000) EhEE (T 1560 39 53 19 2 2032
Loss allowance (HK$000) BiREE(THET) B - @) (19 - (2

24. INVESTMENTS AT FAIR VALUE THROUGH 24. BRAVFEFABRZZRE
PROFIT OR LOSS

2019 2018
—E-hEF —T—)\F
HK$'000 HK$'000
FET FET
Equity securities, at fair value RAFE S - I ATE
Listed in Hong Kong REBET - 645
The fair values of listed securities are based on current bid EHES 2R FEIZRBTE AEET
prices. 8-
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Notes to the Consolidated Financial Statements
e SRR MR

For the year ended 31 December 2019 &Z—_ZF—NF+-_A=1T—HILFE
(Expressed in Hong Kong dollars) (LABTEHE)

25. PLEDGED BANK DEPOSITS AND CASH AND 25. EHBRITERUARRERE S

CASH EQUIVALENTS ZEY
2019 2018
—ZE-hF —T-N\F
HK$'000 HK$'000
FTExT FEL
Cash at bank and on hand RITRFERS 11,985 11,727
Less: Pledged bank deposits B BEARITER (10,275) (6,368)
Cash and cash equivalents ReREEEY 1,710 5,359
The Group’s pledged bank deposits represented deposits REEDEIPRITERIECE R TRITIER
pledged to bank to secure bank borrowings granted to the BYAEBRITEENET  FFHNGEE
Group as set out in note 27 to the consolidated financial WG IRRMIFE27 o
statements.
26. TRADE AND OTHER PAYABLES 26. EZ R HEMENIRIE
2019 2018
—E-hE —T-N\F
HK$'000 HK$'000
THERT FAT
Trade payables H S ETIRIE 63 96
Other payables and accrued charges HAbfE S IRIB R EET B R 14,768 9,016
Amount due to immediate parent ENEERS AR 12,000 -
Amount due to a director EN—NEESE 314 -
Other tax payables H A e IR 128 127
Receipt in advance TR IR 267 245
27,540 9,484
The aging analysis of trade payables, based on the date of 2 2 rE BRI EN S S B B S T B D
receipt of goods, is as follows: Mo
2019 2018
—B-hE —E-N\F
HK$'000 HK$'000
FTERT FAT
0 to 90 days 0£90H 63 96
The amount due to immediate parent and a director is [ENEESARER—UEESHEAELR
unsecured, interest-free and repayable on demand. RERLENKEE -
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27. BANK BORROWINGS

Notes to the Consolidated Financial Statements
e SRR MR

For the year ended 31 December 2019 &Z—_ZF—NF+-_A=1T—HILFE
(Expressed in Hong Kong dollars) (LABTEHE)

27. S$BITEE

2019 2018

—E-NE —T-NF

HK$'000 HK$'000

FExT FET

Bank loans RITER 200,000 200,000

The bank borrowings are classified as current liabilities as they
contain a repayment on demand clause. According to the
repayment schedule, the bank borrowings are repayable as
follow:

RRIRITEEHFRERERER - WK
RRBAE - REBERREE  RITEER
BT HIREE -

2019 2018

—E-hF —T-N\F

HK$'000 HK$'000

FTHERT FAET

Within 1 year —FR 200,000 120,000
After 1 year but within 2 years —FREMFNR - 80,000
200,000 200,000

The carrying amounts of the Group’s bank borrowings are
denominated in HKD.

The interest rate of the Group’ s bank borrowings as at 31
December 2019 and 2018 was 2% per annum over one-month
HIBOR or 2% per annum below HKD prime rate, whichever is
lower.

The bank loans are arranged at floating rates, thus exposing
the Group to cash flow interest rate risk.

Bank loans of HK$200,000,000 (2018: HK$200,000,000) are
secured by (i) the investment properties of HK$390,000,000 as
disclosed in note 20 to the consolidated financial statements
(2018: HK$369,200,000), (i) a charge over deposits for the
total principal amount of not less than HK$4,000,000 together
with interest accrued thereon, (iii) bank deposits of not less
than HK$6,000,000 and (iv) assignment of rental income from
properties to a designated bank account which is charged to
the bank.

China Graphene Group Limited « FEGFAEBERAA
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Notes to the Consolidated Financial Statements
e SRR MR

For the year ended 31 December 2019 &Z—_ZF—NF+-_A=1T—HILFE
(Expressed in Hong Kong dollars) (LABTEHE)

27. BANK BORROWINGS (Continued) 27. BITEE (B
During the year, the Company has violated several covenants FR - ARElERETIHEEBEZRLY - M
attached to the interest-bearing borrowings. Breaches in BERBEITRY - RITAIAREEEE -

meeting the covenants would permit the bank to immediately
call borrowings.

28. LEASE LIABILITIES 28. HEAE
Present value of
Lease payments lease payments
HEM HENHMZERE
2019 2018 2019 2018
“2-hE TN\ ZE-AF T)N\F
HK$'000 HK$'000 HK$'000 HK$'000
TERT FAT THER FAT
Within one year —FR 2,815 - 2,768 -
Less: Future finance charges B RREER X (47) -

Present value of lease liabilities ~ FHEAEZIHE 2,768 - 2,768 -

Less: Amount due for settlement 3t : 7218 A R 3 £f
within 12 months (shown under 4%~ & (B

current liabilities) MEBEIET) (2,768) -
Amount due for settlement after  R12{8 B E R EEE 2

12 months RIE = -
At 31 December 2019, the average effective borrowing rate RZF-NF+ZA=+—R  FHERE
was 3.125% (2018: Nil). Interest rates are fixed at the contract HFER3125% (ZE—NE : T) o FIKiE
dates and thus expose the Group to fair value interest rate risk. SHAMERE - At ARBEEERAFER
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Notes to the Consolidated Financial Statements
e SRR MR

For the year ended 31 December 2019 HE—Z

“NETZA=THLFEE

(Expressed in Hong Kong dollars) (LABTEHE)

29.

30.

DEFERRED TAXATION

At 31 December 2019, the Group has unused tax losses
of approximately HK$283,541,000 (2018: approximately
HK$335,161,000) available for offset against future profits.
No deferred tax asset has been recognised in respect of
these tax losses due to the unpredictability of future profit
streams. The tax losses of approximately HK$249,639,000
(2018: approximately HK$301,259,000) that are available for
offsetting against future profits do not expire under current
tax legislation. The tax loss of approximately HK$33,902,000
(2018: approximately HK$33,902,000) attributable to the Japan

29. IEEHRIA

RZBE—-AE+_A=+—0 X&H

A 8 85 R 2R R A &9 R B) A B IE B 18
277%283 541,000 L (ZZE—\F : 4
335,161,000/ 7T) ° A HA EE DATERI R 2% 7
o M ERZERAGEBERELEHREE
E o BEBERITMBEER - 2S5 REEER
S5 F B FR T8 B 18 49249,639,00058 7T (— &
—\%E : #9301,259,0005% 7t) It A& 2 Hf - FH
ERE AR R NELEANHEBELY
33,902,000/ 7T (== — )\ 4F : %933,902,000

are available for offsetting against future profits that may be BT - ?di HARFSIRAEEF - FRAKIE
carried forward for nine years for Japan income tax purpose. EIEERSHEERZRAE -
All tax losses are subjected to be agreed by tax authorities.
SHARE CAPITAL 30. A&
2019 2018
—2-NF —T-N\F
HK$'000 HK$'000
TEx FAT
Authorised: JETE
20,000,000,000 ordinary shares of HK$0.05 20,000,000,0000%
each FHHEE0.058 T L B 1,000,000 1,000,000
Issued and fully paid: BEITRER
2,819,102,084 ordinary shares of HK$0.05 2,819,102,084/%
each SR HEE0.05 LA B 140,955 140,955

The Group’s objectives when managing capital are to safeguard
the Group's ability to continue as a going concern and to
maximise the return to shareholders through the optimisation
of debt and equity balance.

The Group monitors capital on the basis of the debt-to-adjusted
capital ratio. This ratio is calculated as net debt divided by
adjusted capital. Total debt comprises bank borrowings.
Adjusted capital comprises all components of equity (i.e. share
capital, retained profits and other reserves).
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Notes to the Consolidated Financial Statements
e SRR MR

For the year ended 31 December 2019 &Z—_ZF—NF+-_A=1T—HILFE

(Expressed in Hong Kong dollars) (LABTEHE)

30. SHARE CAPITAL (Continued)

The Group’s long-term policy, which was unchanged from
2018, is that net debt should be in the range of 45% to 96%
of adjusted capital. This policy aims to ensure that the Group
secures access to finance at a reasonable cost and lowers
its net of tax weighted average cost of capital. The debt-
to-adjusted capital ratios at 31 December 2019 and at 31
December 2018 were as follows:

30. &4 (&)

AREBZEHRKRE-ZT— \FHRA 5
B FREIE ARG R Z45% E96% & B
W e IR B IERRANEBA I A S KA
ERRE - WHEERTEMNETSE AR
KFE RZE—NFF+A=+—HEKZ=
T \F+ A=+ BEEELEALER
T

2019 2018

—E-hE —T-N\F

HK$'000 HK$'000

TERT FAT

Total debt B4R 200,000 200,000
Less: pledged bank deposits W BEIRRITIESR (10,275) (6,368)
Less: cash and cash equivalents W ReRREEEY (1,710) (5,359)
Net debt BERFRR 188,015 188,273
Total equity AR 196,842 196,856
Debt-to-adjusted capital ratio BEREAREERLE 96% 96%

The externally imposed capital requirements for the Group are:

(i)

in order to maintain its listing on the Stock Exchange it
has to have a public float of at least 25% of the shares;
and (ii) to meet financial covenants attached to the
interest-bearing borrowings.

The Group receives a report from the share registrars
weekly on substantial share interests showing the non-
public float and it demonstrates continuing compliance
with the 25% limit throughout the year. As at 31
December 2019, 25.07% (2018: 25.07%) of the shares
were in public hands.

Breaches in meeting the financial covenants would
permit the bank to immediately call borrowings.

REBRBERIATINRERRTE

()  ATHESRERXZ BT - BAR
R EEDMHER25% 2Bt + R()ETT
SRR Z B3R

AEEFREERGBPELEZ L
THEABATHBEZERODER Z®
HHRERRAEEREEFEN
—HEBT% 2 HIERAFRFREHRT -
R-ZE—AF+_A=+—8  KH
ZABEREA25.07%(—F— N\F ¢

25.07%) °
iwE R BT 35 » SRITAI BN {ER
BE -
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Notes to the Consolidated Financial Statements
e SRR MR

For the year ended 31 December 2019 &Z—_ZF—NF+-_A=1T—HILFE
(Expressed in Hong Kong dollars) (LABTEHE)

31. STATEMENT OF FINANCIAL POSITION AND 31. XA R MBR AR R BEEE
RESERVE MOVEMENT OF THE COMPANY

(a) Statement of financial position of the (@) ERATFBAARRK

Company
2019 2018
—E-hEF —E-NF
HK$'000 HK$'000
TR FET
Non-current assets EREBEE
Property, plant and equipment Y% - RN 8 -
Interests in subsidiaries S IEYNEIPA £ 7.813 7,813
Pledged bank deposits BEIFRITIFR 10,275 6,368
18,096 14,181
Current assets REEE
Prepayments, deposits and other FTERFIE -~ Ze R EALEUARTE
receivables 728 604
Due from subsidiaries FEUSH B A B FE 6,683 -
Cash and cash equivalents ReERREEEY 44 -
7,455 604
Current liabilities REEE
Trade and other payables E 5 R HAMERERIE 1,149 911
Amount due to subsidiaries FE B A E &R 11,670 -
Amount due to immediate parent ENEESARSE 12,000 -
Amount due to director ENESSRE 65 -
Bank borrowings RITEE 200,000 200,000
224,884 200,911
Net current liabilities REBEEFE (217,429) (200,307)
NET LIABILITIES BEFE (199,333) (186,126)
Capital and reserves RAR &
Share capital %N 140,955 140,955
Reserves = (340,288) (327,081)
TOTAL EQUITY R (199,333) (186,126)
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Notes to the Consolidated Financial Statements

e HRRHE

For the year ended 31 December 2019 &Z—_ZF—NF+-_A=1T—HILFE
(Expressed in Hong Kong dollars) (LABTEHE)

31. STATEMENT OF FINANCIAL POSITION AND 31. AR RIMERRRE#EESE

RESERVE MOVEMENT OF THE COMPANY
(Continued)

(b) Reserve movement of the Company:

(&)

(b) ARTBEEZEEWT :

Capital
Share redemption Contributed Accumulated
premium reserve surplus losses Total
RARE
BRDEE i BARER ZitER @it
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEx TEn TEn TER TEx
At 1 January 2018 RZF-\§—A—H 26,770 121 234,897 (292,352) (30,564)
Total comprehensive expenses  FR2E S 4%
for the year - - - (296,517) (296,517)
At 31 December 2018 and RZE—\E+ZA=1—H
1 January 2019 k=Z-nF—-A—H 26,770 121 234,897 (588,869) (327,081)
Total comprehensive expenses  FRZER % 458
for the year - - - (13,207) (13,207)
At 31 December 2019 RZE-NET-A=+—H 26,770 121 234,897 (602,076) (340,288)
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Notes to the Consolidated Financial Statements
e SRR MR

For the year ended 31 December 2019 &Z—_ZF—NF+-_A=1T—HILFE

(Expressed in Hong Kong dollars) (LABTEHE)

32. RESERVES

(@) Group

The amounts of the Group’s reserves and movements
therein are presented in the consolidated statement
of profit or loss and other comprehensive income and
consolidated statement of changes in equity.

(b)

China Graphene Group Limited ¢ FEGAEH

Nature and purpose of reserves

(M)

(i)

(ifi)

(iv)

Share premium reserve

Share premium represents premium arising from
the issue of shares at a price in excess of their
par value per share. The application of the share
premium account is governed by the Company Act
1981 of Bermuda.

Capital redemption reserve
The application of the capital redemption reserve is
governed by the Company Act 1981 of Bermuda.

Contributed surplus

The contributed surplus of the Company represents
the difference between the nominal value of the
shares issued by the Company and the aggregate
of the share capital and the share premium
accounts of the subsidiaries acquired. Under the
Company Act 1981 of Bermuda, the Company
may make distributions to its members out of
contributed surplus in certain circumstances.

Foreign currency translation reserve

The foreign currency translation reserve comprises
all foreign exchange differences arising from the
translation of the financial statements of foreign
operations. The reserve is dealt with in accordance
with the accounting policies set out in notes to the
consolidated financial statements.

BRAR

32. f#fE

(a)

(b)

A
AR HETELEEHNGEAES
REMEERER ARG EREER
EIE

ER2HERE®

(i) REEERE
Bt s (B E BB EREE
BRETBROMELEZEE -
B aBERZEANIEBRE
—HN—FREPEFTRE °

(i) BFEEFE
ErBEORFEIERANXEBRE
—HN—FREVEFTIRE °

HAZE
RRBHABBRIEARF D EHT
Befnc mEEMEBHBAR 2
AR GERERE L ZH -
BREEBRE-NN\—FRFDE -
ARRRETHRETAIREKE
NADECHEARER -

(iii)

SEIE S 7
SMEER B RERMEREESR
SNEBUHBHRRELEZELE
B o ZREIRERA M B HREK
HIFERTSI @ RTIOR B ©
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Notes to the Consolidated Financial Statements

e HRRHE

For the year ended 31 December 2019 &Z—_ZF—NF+-_A=1T—HILFE

(Expressed in Hong Kong dollars) (LABTEHE)

33. GAIN ON DISPOSAL OF SUBSIDIARIES

(@ On 4 January 2019, the Group disposed 100% of the
issued share capital of Century Elegant Limited (“Century
Elegant”), a wholly owned subsidiary of the Company, at
a consideration of HK$200,000.

The fair value of the identifiable assets and liabilities of

33. HEMBARKE

(@ R-ZT-NAF—ANA KXEEURE
200,000/ THEAR R B2 EME AR
EMERAR (HEN) 22 MEHITR
7K o

SHEENMNEE RBZ BRI EER

Century Elegant disposed as at its date of disposal is as BEZAHEMT :
follows:
Net assets at the date of disposal were as follows REERBZFEENT ¢
2019
—E-NF
HK$'000
THER
Trade and other receivables B 5 R E A EUERIA 790
Trade and other payables B 5 M EAENIRIA (589)
Current tax liabilities BIEATRIE & & (17)
Net assets disposal of EHEFEE 184
Gain on disposal of Century Elegant HEE 2 Yas 16
Cconsideration RE 200
Net cash inflow arising on disposal: HEEEZRESMAFE
Cash consideration received BYERERE 200
Cash and cash equivalents disposed of BEHERSNIASEEY -
200

Annual Report 2019 « —ZE—hEER

129



130

Notes to the Consolidated Financial Statements

e HRRHE

For the year ended 31 December 2019 &Z—_ZF—NF+-_A=1T—HILFE

(Expressed in Hong Kong dollars) (LABTEHE)

33. GAIN ON DISPOSAL OF SUBSIDIARIES
(Continued)

(b) On 11 April 2019, the Group disposed 100% of the issued
share capital of Donwin Property Limited (“Donwin
Property”), a wholly owned subsidiary of the Company, at
a consideration of HK$9,500,000.

The fair value of the identifiable assets and liabilities of
Donwin Property disposed as at its date of disposal is as

follows:

Net assets at the date of disposal were as follows:

33. HEME 2 RS (8)

(b) N-Z—AFMA+—8  AEBURK
9,500,000 THEAR R A2 ENE
NElREBEEBRAR ([REBE]) 2
2EE BITIK -

EHERKEXNHERYZABANE
ERAEzAFEDT

RHERMZFEENT

2019

—E2-hE

HK$'000

TER

Property, plant and equipment VI - B MR 402

Trade and other receivables g 5 R H b e AR IE 2

Net assets disposal of BHEFEE 404

Gain on disposal of Donwin Property HERKESE 2 WMo 9,096

Consideration RIE 9,500
Net cash inflow arising on disposal: HEEEZRESMAFE

Cash consideration received BYERERE 9,500

Cash and cash equivalents disposed of BEHERSNASEEY -

9,500
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Notes to the Consolidated Financial Statements
e SRR MR

For the year ended 31 December 2019 &Z—_ZF—NF+-_A=1T—HILFE
(Expressed in Hong Kong dollars) (LABTEHE)

34. NOTES TO THE CONSOLIDATED 34. HFERESHREXRMET
STATEMENT OF CASH FLOWS
Reconciliation of liabilities arising from financing RMEETHEE 2EEYHER
activities
Due to
immediate Lease Other Bank
parent liabilities borrowings borrowings Total
EfERE
SN HESE HitfEE BITEE @t

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR FEL TR FET FET

At 1 January 2018 RZE-\§—H—-H - - - 200,000 200,000
Changes in cash flows Beng - - - (5,779 (5,779)
Non-cash changes IR

— interest expenses —FERE - - - 5,943 5,943

- Accrued interest expenses -RNEZREMENRERER
recognised in trade and other ~ KIEEHFIE R

payables - - - (164) (164)
At 31 December 2018 and RZBE-N\F+A=1+—-BER
1 January 2019 “E-NFE-A—H - - - 200,000 200,000
Changes in cash flows Remegy 12,000 (2,815) (1,962) (6,042) 1,181
Non-cash changes RSB
- interest expenses -FERZ - 116 1,946 6,042 8,104
~ Initial recognition of lease —RER BB RE R
under HKFRS 16 F1RNFBREE - 5,467 - - 5,467
- Exchange differences -ERER - - 16 - 16
At 31 December 2019 RZE-NFE+=A=1—H 12,000 2,768 - 200,000 214,768
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Notes to the Consolidated Financial Statements
e SRR MR

For the year ended 31 December 2019 &Z—_ZF—NF+-_A=1T—HILFE
(Expressed in Hong Kong dollars) (LABTEHE)

35. CAPITAL COMMITMENTS 35. EXREIE
Capital commitments contracted for at the end of the reporting REEHAR - EERFTEDREE ZEARFIE
period but not yet incurred are as follows: wm
2019 2018
—B-hE —T-)N\F
HK$'000 HK$'000
TER TAET
Property, plant and equipment W - WENREE 15,481 15,416
36. LEASE COMMITMENTS 36. HEHAE
The Group as lessee FEBERAEA
At the end of the reporting period, the Group had total future REREER - RETA RS CERYOETA
minimum lease payments under non-cancellable operating BRER  RRANZIELENT
leases and were payable as follows:
2018
—E-N\F
HK$'000
FHAL
Within one year —FR 205
Operating lease payments represent rentals payable by the AT EHIAE AN EE G HEETHAETZIE
Group for certain of its offices. Leases are negotiated for an M4 - 4y AEEEEZE Y 585
average term of two years and rentals are fixed over the lease F o AERASTE - B TeESRATHS o

terms and do not include contingent rentals.

BRAR
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Notes to the Consolidated Financial Statements

e HRRHE

For the year ended 31 December 2019 &Z—_ZF—NF+-_A=1T—HILFE

(Expressed in Hong Kong dollars) (LABTEHE)

36. LEASE COMMITMENTS (Continued)

The Group as lessor

Property rental income earned during the year was
approximately HK$6,874,000 (2018: approximately HK$10,747,000).
All of the Group’s investment properties are held for rental
purposes. They are expected to generate rental yields of 2%
(2018: 3%) on an ongoing basis.

At the end of the reporting period, the Group had total future
minimum lease payments under non-cancellable operating
leases and were receivable as follows:

36. HEENE (H)

AEBEAHBEA
REEZHTREZ MRS A B 46,874,000
HEIL(ZZT— )\ : 910,747,000 7T) ° A&
CEECHBAEREMELARBERERS -
AR ZEMEBTBEE2% (=T —/)\F
3%) ZTHEWEER -

RBER - BRI TR HELEHENETAH
R EW  RAEBAFIELET

37.

2019 2018

—E-hE —ZE-N\F

HK$'000 HK$'000

TER FHT

Within one year —FNR 5,907 2,833

In the second to fifth year inclusive ECEFNF (BREEEMT) 14,221 27

20,128 2,860

RELATED PARTY TRANSACTIONS 37. BB AR S

In addition to those related party transactions and balances RS

disclosed elsewhere in the consolidated financial statements,
the Group had the following transactions with its related
parties during the year:

RBERON - NEBRNERNEEFB T AUT

B A TR LA 205 i 5 2 RO
N i
%5

2019 2018

—E-hEF —T-N\F

HK$'000 HK$'000

FET FAT

Rental income from directors KE—RESZ2HSKA 253 195
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Notes to the Consolidated Financial Statements

e HRRHE

For the year ended 31 December 2019 &Z—_ZF—NF+-_A=1T—HILFE
(Expressed in Hong Kong dollars) (LABTEHE)

38. PARTICULARS OF THE PRINCIPAL
SUBSIDIARIES OF THE COMPANY

38. ARBEEMBLAFE

N

Particulars of the Company'’s subsidiaries which principally RZZE—NE+-A=+—H  YHEEERZE
affected the results, assets and liabilities of the Group as at 31 B EENBEBREEZE 2 ANFINE
December 2019 were as follows: NAELZFERSET
Place of Particulars Percentage of
incorporation of issued and  ownership interest
and operation paid-up capital FEEEZZEAL
Name MR BETR Direct  Indirect Principal activities
8 XN BRREFE E# g FEEK
China Graphene Holdings Limited British Virgin Islands 100 ordinary Shares 100% - Investment holding
EBELES of US$1 each REER
SREEIETC
100 & ik
Cheung Kee Garden Limited Hong Kong 100 ordinary shares - 100% Provision of horticultural services
R EEBRAA ) 450,000 non-voting REEERY
deferred shares
100 & imAR &
450,0008%
BREEETR
Sui Chong Finance Limited Hong Kong 2 ordinary shares - 100% Provision of financing and
hENBERAA ) ML B management services, money
lending and trading of securities
RERMEREERE  BEEBR
Sui Chong International Resources Hong Kong 1,000 ordinary shares - 100% Provision of property, management
Limited E 1,0008% &8 and project management services
hERBERBBAR RENZEEBRIEAERRE
Super Homes Limited Hong Kong 100 ordinary shares - 100% Investment properties holding
o 100 non-voting REMEER
deferred shares
100 & ik £ 1008%
EREREER
WI Capital Co., Limited Japan JPY800,000,000 - 100% Investment holding
=k 800,000,000H REER
WI Graphene Co., Limited Japan JPY384,000,000 - 100% Manufacturing and sale of graphene
=k 384,000,000H and graphene-related products

39.

APPROVAL OF THE CONSOLIDATED

FINANCIAL STATEMENTS

The consolidated financial statements are approved and
authorised for issue by the Board of Directors on 26 March 2020.

China Graphene Group Limited ¢ FEGAEH

BRAR

EENHERRERORGREER

39. RS MBE®EK

HEEAVBRREN_F=
“TRBEREFSIERIRET®

TFE=A



Group Properties
SEE Y

Particulars of the Group’s major properties held for sale as at 31 AEBER -_Z—hAF+_A=1+—HEFEHEZE

December 2019 are as follows: DYEFBOT ¢
Percentage
Gross floor area interest attributable
BEFEEE to the Group
Location Existing Use sq. m. AEEELER
2 RERZE F5K Bkt
30 units of THE ICON, 38 Conduit Road, Residential 1,953 100%
Mid-levels, Hong Kong
BB T1EE385 x=

THE ICON&Y301E 2 iz
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Ssummary Financial Information
MBERHE

The following is a summary of the published results and of the assets — ANSE Eli% 51| ff ke 2 R ER R 2 B A E4E 6

and liabilities of the Group prepared on the bases set out inthe note EBERAGBZHENT :
below:
Year ended 31 December
BE+=-A=t—-HLEE
2019 2018 2017 2016 2015
“E-HNEFE —ZT-N\F —T+F —T—RF —ZT-HF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET TAT FET
RESULTS e
Revenue Wz 13,458 16,529 14,572 5,442 12,210
(Loss)/profit before tax BREAT (&518) R F (10) (88,805) 51,898 (43,947) (26,469)
Income tax expenses FTS iR S - (17) - - -
(Loss)/profit for the year FR(E18),/# (10) (88,822 57,898 (43,947) (26,469)
Attributable to owners of RRRVEB NEG
the Company (10) (88,822) 51,898 (43,947) (26,469)
As at 31 December
R+=—R=+—AH
2019 2018 2017 2016 2015
—EhFE —T-)\F T—+F T-RF T-HF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET FEIT FET
ASSETS AND LIABILITIES BERER
Non-current assets ERBEE 418,306 393,497 428,852 14,750 10,835
Current assets TENEE 8,844 12,860 66,087 354,001 282,919
Current liabilities TEEE (230,308) (209,501) (210,673) (137,198) (5,468)
Non-current liabilities EEE=E - - - - -
Net assets EEFE 196,842 196,856 284,266 231,553 288,286
Total equity AR 196,842 196,856 284,266 231,553 288,286
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