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(Incorporated in Bermuda with limited liability)
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ANNOUNCEMENT OF ANNUAL RESULTS
FOR THE YEAR ENDED 31 DECEMBER 2020

The board of directors (the “Board”) of China Asia Valley Group Limited (the “Company”) announces
the audited consolidated financial results of the Company and its subsidiaries (collectively the “Group”)
for the year ended 31 December 2020, together with the comparative figures for the year ended 31
December 2019, as follows:

CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE

INCOME
FOR THE YEAR ENDED 31 DECEMBER 2020

2020 2019

Notes HKS$°000 HK$°000

Revenue 4 17,216 13,458
Cost of sales (1,016) (973)
Gross profit 16,200 12,485
Other income 5 1,223 9,728
Other gains 6 2,000 20,832
Impairment loss on investment in associates (12,211) -
Operating and administrative expenses (25,276) (34,951)
(Loss)/profit from operations (18,064) 8,094
Finance costs 8 (4,814) (8,104)
Loss before taxation (22,878) (10)
Income tax expenses 9 (70) -

Loss for the year 10 (22,948) (10)




Other comprehensive income/(expenses)
Items that may be reclassified to profit or loss:
Exchange differences on translating foreign operations

Other comprehensive income/(expenses)
for the year, net of tax

Total comprehensive expenses for the year

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

Total comprehensive expenses for the year
attributable to owners of the Company

Owners of the Company

Non-controlling interests

Loss per share
Basic (HK cent(s) per share)

Diluted (HK cent(s) per share)

Notes
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2020 2019
HK$’000 HK$ 000
2 (4)

2 (4)
(22,946) (14)
(22,961) (10)
13 -
(22,948) (10)
(22,959) (14)
13 -
(22,946) (14)
(0.81) (0.00)
(0.81) (0.00)




CONSOLIDATED STATEMENT OF FINANCIAL POSITION
AS AT 31 DECEMBER 2020

Notes

Non-current assets

Property, plant and equipment
Right-of-use assets
Investment properties
Investment in associates
Pledged bank deposits

Current assets

Inventories

Trade and other receivables 14
Cash and cash equivalents

Current liabilities

Trade and other payables 15
Current tax liabilities

Lease liabilities

Bank borrowings 16

Net current liabilities
Total assets less current liabilities

Non-current liabilities
Lease liabilities

NET ASSETS

Capital and reserves
Share capital
Reserves

Equity attributable to owners of the Company
Non-controlling interests

TOTAL EQUITY

2020 2019
HKS$°000 HK$’000
2,364 3,087
2,304 2,733
392,000 390,000
- 12,211

11,082 10,275
407,750 418,306
474 532
6,622 6,602
2,732 1,710
9,828 8,844
81,282 27,540
74 -

1,271 2,768
160,000 200,000
242,627 230,308
(232,799) (221,464)
174,951 196,842
1,055 -
173,896 196,842
140,955 140,955
32,928 55,887
173,883 196,842
13 -
173,896 196,842




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020

1.

GENERAL INFORMATION

China Asia Valley Group Limited (the “Company”) was incorporated in Bermuda with limited liability. The address
of its registered office is Clarendon House, 2 Church Street, Hamilton HM11, Bermuda. The address of its principal
place of business in Hong Kong 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. It’s subsidiaries are principally engaged in the (i) property investment;
(i1) horticultural services and sales of plants; (iii) graphene manufacturing and sales; (iv) property management and
other related services; and (v) money lending.

In the opinion of the directors of the Company (the “Directors”), as at the date of issue of this announcement, China
Asia Graphene Holding Group Co. Limited (previously known as Zhonghan International Holding Group Limited) (the
“China Asia Graphene”), a company incorporated in Hong Kong, is the immediate holding company; and Zhengbo
International Corporation, a company incorporated in the British Virgin Islands, is the ultimate holding company, and
controlled by Mr. Huang Binghuang (the “Controlling Shareholder”).

At the annual general meeting of the shareholders of the Company held on 12 June 2020, a special resolution was
passed to change the name of the Company from “China Graphene Group Limited [ /% £ B A BR/AF]” to “China
Asia Valley Group Limited H' A8 4% 75 5 B A B2 F]” (the “Change of Company Name”). A Certificate of Incorporation
on Change of Name and a Certificate of Secondary Name were issued by the Registrar of the Companies in Bermuda
with effect from 1 July 2020 and a Certificate of Registration of Alteration of Name of Registered Non-Hong Kong
Company was issued by the Registrar of Companies in Hong Kong on 25 August 2020 confirming the registration of
the new name “China Asia Valley Group Limited 544 5 B A FR/A ) of the Company in Hong Kong under Part
16 of the Companies Ordinance (Chapter 622 of the laws of Hong Kong) (the “Hong Kong Companies Ordinance (Cap.
622)”).

GOING CONCERN BASIS

The Group incurred a loss attributable to owners of the Company of approximately HK$22,961,000 for the year ended
31 December 2020, the Group had net current liabilities of approximately HK$232,799,000 as at 31 December 2020.
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 have reviewed
the financial position of the Group as at 31 December 2020, 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:

(a) 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.

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 2020. HKFRSs comprise Hong Kong Financial
Reporting Standards (“HKFRSs”); 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.

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.

REVENUE

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

2020 2019
HKS$°000 HK$’000
Rental income 7,059 6,874
Provision of property management services 3,847 -
Sales of plants and provision of horticultural services 6,310 6,584
17,216 13,458

OTHER INCOME
2020 2019
HKS$°000 HK$’000
Interest income on bank deposits 66 43
Gain on disposals of property, plant and equipment - 69
Gain on disposals of subsidiaries - 9,112
Government grant 453 -
Reversal of allowance for trade receivables - 27
Others 704 477
1,223 9,728




OTHER GAINS

2020 2019

HK$°000 HK$°000

Fair value gain on investment properties 2,000 20,800
Fair value gain on investments at fair value through profit or loss - 32
2,000 20,832

SEGMENT INFORMATION

The Group’s operating segments are identified on the basis of internal report about the components of the Group that are
regularly received by the chief operating decision maker in order to allocate resources to segments and to assess their
performance. The chief operating decision maker is the Company’s Directors.

The Group has five operating segments as follows:

Property investment — engages in leasing out residential properties

Horticultural services — provides horticultural services and sales of plants

Graphene manufacturing and sales — manufactures and sells graphene and graphene-related products

Property management and other related services — provides building management services

Money lending — provides loan financing 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.

The accounting policies of the operating segments are the same as those used in the preparation of 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:

2020 2019
HK$°000 HK$°000
Disaggregated by major products or services
— Provision of property management services 3,847 -
— Sales of plants and provision of horticultural services 6,310 6,584
Revenue from contracts with customers 10,157 6,584
— Rental income 7,059 6,874
Total revenue 17,216 13,458
Disaggregated by geographical location of customers
— Hong Kong 6,310 6,584
— The People’s Republic of China (the “PRC”) except Hong Kong 3,847 -
10,157 6,584
Timing of revenue recognition
2020 2019
At a point At a point
in time Over time Total in time  Over time Total
HK$’000 HK$°000 HK$°000 HK$’000 HK$000  HKS$ 000
Provision of property
management services - 3,847 3,847 - - -
Sales of plants and provision
of horticultural services 351 5,959 6,310 1,122 5,462 6,584
Total 351 9,806 10,157 1,122 5,462 6,584

Provision of property management services

Revenue from property management services recognised when the services are rendered.

Sales of plants and provision of horticultural services

The Group sells plants to the customers. Sales are recognised when control of the plants has transferred, being

when the plants are delivered to a customer, there is no unfulfilled obligation that could affect the customer’s

acceptance of the plants and the customer has obtained legal titles to the plants.



(b)

Revenue from horticultural services is recognised when the services are rendered.

Sales 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.

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.
Property
management
Horticultural Graphene and other
Property services and manufacturing related Money
investment  sales of plants and sales services lending Total
2020 2020 2020 2020 2020 2020

HKS$000 HKS$000 HKS$000 HKS$'000 HKS$000 HKS$000

Year ended 31 December 2020

Revenue from customers 7,059 6,319 - 3,847 - 17,225
Intersegment revenue - ) - - - 9)
Revenue from external customers 7,059 6,310 - 3,847 - 17,216
Segment profit/(loss) 229 2,168 (14,451) 1,324 (14) (10,744)
Depreciation of property, plant and

equipment and right-of use assets 1,971 95 469 1 - 2,536
Impairment loss on trade receivables 182 - - - - 182
Additions to segment non-current assets 227 - - 170 - 397
As at 31 December 2020
Segment assets 396,448 2,333 3421 2,792 642 405,636
Segment liabilities 10,606 1,695 9,107 1,392 - 22,800




Property

management
Horticultural Graphene and other
Property services and  manufacturing related Money
investment  sales of plants and sales services lending Total
2019 2019 2019 2019 2019 2019
HKS$'000 HKS$000 HKS$ 000 HKS$ 000 HKS$'000 HKS$000
Year ended 31 December 2019
Revenue from customers 0,874 0,587 - - - 13,461
Intersegment revenue - (3) - - - (3)
Revenue from external customers 0,874 0,584 - - - 13,458
Segment profit/(loss) 8,378 (86) (2,270) (3) 19 6,038
Depreciation of property, plant and
equipment and right-of use assets 3,353 55 462 - - 3,870
Additions to segment non-current assets 162 473 - - - 635
As at 31 December 2019
Segment assets 396,051 2,975 3,728 - 583 403,337
Segment liabilities 8,617 1,369 7,108 - - 17,094
Reconciliations of segment revenue and profit or loss
2020 2019
HKS$°000 HK$’000
Revenue
Total revenue of reportable segments 17,225 13,461
Elimination of intersegment revenue ) 3)
Consolidated revenue 17,216 13,458
Profit or loss
Total (loss)/profit of reportable segments (10,744) 6,038
Elimination of intersegment profits ) 3)
Unallocated amounts:
— Depreciation of property, plant and equipment 2) (®))
— Finance costs (4,814) (8,104)
— Other gains 590 9,467
— Unallocated corporate expenses (7,899) (7,403)
Consolidated loss before tax (22,878) (10)




Reconciliations of segment assets and liabilities

2020 2019
HK$°000 HK$’000
Assets
Total assets of reportable segments 405,636 403,337
Investment in associates - 12,211
Unallocated:
— Pledged bank deposits 11,082 10,275
— Cash and cash equivalents 328 294
— Other assets 532 1,033
Consolidated total assets 417,578 427,150
2020 2019
HKS$°000 HK$’000
Liabilities
Total liabilities of reportable segments 22,800 17,094
Unallocated:
— Bank borrowings 160,000 200,000
— Other liabilities 60,882 13,214
Consolidated total liabilities 243,682 230,308

Geographical information

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

by location of assets are detailed below:

Revenue Non-current assets
2020 2019 2020 2019
HKS$°000 HK$°000 HKS$°000 HKS$’000
Hong Kong 13,369 13,458 394,991 393,919
Japan - - 1,508 1,901
The PRC except Hong Kong 3,847 - 169 -
Consolidated total 17,216 13,458 396,668 395,820

Revenue from major customers contributing 10% or more to the Group’s revenue are as follows:

2020
HKS$’000

Rental income
— Customer A 3,360

2019
HK$°000

1,968
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FINANCE COSTS

2020 2019
HKS$’000 HKS$°000
Interest on bank borrowings 4,740 6,042
Interest on other borrowing - 1,946
Lease interest 74 116
4,814 8,104

INCOME TAX EXPENSES
2020 2019
HKS$°000 HK$000

Current tax — Overseas

Provision for the year 70 -

No provision for Hong Kong Profits Tax has been made for the years ended 31 December 2020 and 2019 as the Group
sustained a loss for taxation purposes during the years.

The income tax provision of the Group in respect of its operations in the PRC has been calculated at the applicable
corporate tax rate on the estimated assessable profits based on existing legislations, interpretations and practices. The
corporate income tax rate applicable to the Group’s subsidiaries located in the PRC is 25%.

Tax charge on profits assessable elsewhere have been calculated at the rates of tax prevailing in the countries in which
the Group operates, based on existing legislation, interpretation and practices in respect thereof.

The reconciliation between the income tax expenses and the product of loss before tax multiplied by the Hong Kong
Profits Tax is as follows:

2020 2019

HKS$°000 HK$°000

Loss before tax (22,878) (10)
Tax at the domestic income tax rate of 16.5% (2019: 16.5%) 3,775) 2)
Tax effect of expenses that are not deductible 4,600 3,142
Tax effect of income that is not taxable 974) (4,964)
Tax effect of unused tax losses not recognised 428 2,345
Tax effect of utilisation of tax losses not previously recognised (83) (50)
Tax effect of temporary differences not recognised (270) (471)
Tax effect of different tax rates of subsidiaries 114 -
70 -
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10.

11.

12.

LOSS FOR THE YEAR

The Group’s loss for the year is stated after charging/(crediting) the following:

Depreciation of property, plant and equipment and right-of-use assets
Fair value gain on investment properties
Loss on disposals of investment properties
Expenses related to short-term leases
Auditor’s remuneration
— Current
— Under-provision in prior year
Cost of inventories sold
(Reversal of allowance for)/allowance for inventories (included in cost of sales)
Impairment loss on/(reversal of allowance for) trade receivables

EMPLOYEE BENEFITS EXPENSE

Staff costs including directors’ remunerations:
Salaries, bonuses and allowances
Retirement benefit scheme contributions

DIVIDENDS

2020 2019
HK$’000 HK$’000
2,538 3,875
(2,000) (20,800)

- 550

170 185

880 830

- 130

1,016 973
(39) 60
182 (27)

2020 2019
HK$’000 HK$°000
11,193 16,067
254 123
11,447 16,190

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

2020 (2019: Nil).
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13.

14.

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:
2020 2019
HKS$°000 HK$°000
Loss:
Loss for the purpose of calculating basic and diluted
loss per share attributable to owners of the Company (22,961) (10)
2020 2019
Number of shares: 000 000
Weighted average number of ordinary shares for the purpose
of calculating basic and diluted loss per share 2,819,102 2,819,102

The basic and diluted loss per share for the years ended 31 December 2020 and 2019 were the same as the Company

had no dilutive potential ordinary shares in issue during the years.

TRADE AND OTHER RECEIVABLES

2020 2019
HKS$°000 HKS$’000
Trade receivables 2,759 1,672
Allowance for doubtful debts (182) -
2,577 1,672
Other prepayments 899 1,450
Rental and other deposits 1,864 2,278
Other tax receivables 463 442
Other receivables 819 760
6,622 6,602

Analysed as:
Current assets 6,622 6,602

The credit term is generally 30 days. The Group seeks to maintain strict control over its outstanding receivables.

Overdue balances are reviewed regularly by the Directors.
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15.

The aging analysis of trade receivables based on the invoice date, and net of allowance, is as follows:

0 to 90 days
91 to 180 days

2020 2019
HK$°000 HKS$°000
2,576 1,671

1 1

2,577 1,672

As at 31 December 2020, an allowance was made for estimated irrecoverable trade receivables of approximately

HK$182,000 (2019: Nil).

Reconciliation of allowance for trade receivables:

At 1 January
Impairment during the year
Reversal for the year

At 31 December

TRADE AND OTHER PAYABLES

Trade payables

Other payables and accrued charges

Amount due to the immediate holding company
Amount due to the ultimate holding company
Amount due to a shareholder

Other tax payables

Contract liabilities

The aging analysis of trade payables, based on the date of receipt of goods, is as follows:

0 to 90 days

2020 2019
HK$’000 HK$°000
- 27

182 -
- (27)

182 -

2020 2019
HK$°000 HK$’000
101 63
23,148 15,082
15,000 12,000
40,000 -
3,000 -

- 128

33 267
81,282 27,540
2020 2019
HK$°000 HKS$’000
101 63

The amount due to immediate holding company, ultimate holding company and a shareholder is unsecured, interest-free

and repayable on demand.



16.

BANK BORROWINGS

2020 2019
HKS$°000 HK$°000
Bank loans 160,000 200,000

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:

2020 2019
HK$°000 HK$’000
Within 1 year 160,000 200,000

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 2020 was 2% per annum over one-month HIBOR
or 0.5% per annum below HKD prime rate, whichever is lower (2019: 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$160,000,000 (2019: HK$200,000,000) are secured by (i) the investment properties of
HK$392,000,000 (2019: HK$390,000,000), (ii) 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, (iv) assignment
of rental income from properties to a designated bank account which is charged to the bank, and (v) maintain an
occupancy rate of 60% or above (which, if fallen below 60%, shall be raised by the borrower to 60% or above within
three (3) months).
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EXTRACT OF INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF CHINA
ASTA VALLEY GROUP LIMITED FOR THE YEAR ENDED 31 DECEMBER 2020

Qualified Opinion

We have audited the consolidated financial statements of China Asia Valley Group Limited (the
“Company”) and its subsidiaries (collectively referred to as the “Group”) set out in the annual report of
the Company, which comprise the consolidated statement of financial position as at 31 December 2020,
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 2020, 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.

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 HK$Nil and approximately HK$12,211,000
as at 31 December 2020 and 2019 respectively; and whether (ii) the impairment loss on investment
in associates of approximately HK$12,211,000 for the year ended 31 December 2020 and (iii) share
of loss of HK$Nil of Five Color Stone for the years ended 31 December 2020 and 2019 are properly
recognised.

2. 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 2020 and
2019, 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 2020 and 2019 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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Income and expenses for the years ended 31 December:

Revenue
Administrative expenses

Loss from operations

Other comprehensive expenses:
Items that may be reclassitied to profit or loss:
Exchange differences on translating foreign operations

Other comprehensive expenses for the year, net of tax

Total comprehensive expenses for the year

Assets and liabilities as at 31 December:

Non-current asset
Property, plant and equipment

Current assets
Trade and other receivables
Cash and cash equivalents

Current liability
Trade and other payables

Net current liabilities

Net liabilities

17

2020 2019
HKS$°000 HKS$°000
(2,227) (2,263)
(2,227) (2,263)
(68) 4)
(68) 4)
(2,295) (2,267)
2020 2019
HKS$°000 HKS$°000
1,508 1,901
1,894 1,808

13 13

1,907 1,821
9,107 7,108
(7,200) (5,287)
(5,692) (3,386)

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 2020 and 2019 and the consolidated financial positions of the Group as at 31 December 2020
and 2019, 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 this result announcement which states that the Group incurred a
loss attributable to owners of the Company of approximately HK$22,961,000 for the year ended 31
December 2020 and as at 31 December 2020, the Group’s current liabilities exceeded its current assets
by approximately HK$232,799,000. 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.

BUSINESS REVIEW AND PROSPECTS

Financial review

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 for the year was mainly derived from rental income of investment
properties, provision of horticultural services and property management services.

The Group recorded a net loss attributable to owners of the Company of approximately HK$22,961,000
for the year ended 31 December 2020, as compared to the net loss of approximately HK$10,000 for the
year ended 31 December 2019. The Board considers that the increase in net loss is primarily attributable
to the followings:

(1) operating and administrative expenses decreased by 28% due to the effective cost cutting and
control strategy implemented by new management in this period;

(ii) fair value gain on investment properties of HK$2,000,000 was recorded for the year ended 31
December 2020, as compared to the fair value gain amount of HK$20,800,000 recorded for the same
period in 2019;

(iii) provision for loss in investment in associates of approximately HK$12,211,000 was made for the
Taiwan investment for this period as it is expected that such investment will not be recoverable; and

(iv) finance cost was approximately HK$4,814,000 in this period (2019: HK$8,104,000), representing a
reduction of 41% due to the repayment of bank loan of HK$40,000,000 in this period.
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The table below sets out the comparative financial information for the years ended 31 December 2019
and 2020 respectively, the net effect of which was primarily the reason for the increase in net loss:

For the year ended 31

December
2020 2019
HK$'000 HK$'000
(1) Operating and administrative expenses (25,276) (34,951)
(i1) Fair value gain on investment properties 2,000 20,800
(ii1) Provision for loss in investment in associates (12,211) -
(iv) Finance cost (4,814) (8,104)

Revenue of the Group was approximately HK$17,216,000 for the year ended 31 December 2020,
representing an increase of 28% as compared to the revenue of HK$13,458,000 for the year ended
31 December 2019, mainly attributable to the new income arising from the growth in the property
management business of the Group in the second half of 2020.

Revenue from rental income increased by 3% year-over-year to HK$7,059,000 (2019: HK$6,874,000).
Revenue derived from horticultural services decreased by 4% to HK$6,310,000 (2019: HK$6,584,000).
Revenue from provision of property management services contributes HK$3,847,000 (2019: Nil).

Operating and administrative expenses decreased to HK$25,276,000 from the prior year of HK$34,951,000,
representing a reduction of 28% year-over-year. The decrease is mainly due to the cost savings of directors
salaries, staff cost and office lease.

Finance costs amounted to HK$4,814,000 (2019: HK$8,104,000) decreased by 41%, mainly includes
interest cost on bank borrowing HK$4,740,000 (2019: HK$6,042,000) and interest cost on other
borrowings of HK$Nil in 2020 (2019: HK$1,946,000). The decrease of finance cost is mainly due to
repayment of bank loan of HK$40,000,000 in first half of 2020.
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Total equity attributable to owners of the Company as at 31 December 2020 was HK$173,883,000 (2019:
HK$196,842,000) as a result of net loss effect for the year ended 31 December 2020.

The net asset value of the Group per share as at 31 December 2020 was HK$0.06 (2019: HK$0.07)
based on the 2,819,102,084 (2019: 2,819,102,084) shares in issue.

Business review

The fair value of the Group's investment properties were increased by 1% to HK$392,000,000 (2019:
HK$390,000,000) resulting a fair value gain on investment properties by HK$2,000,000 (2019:
HK$20,800,000). Rental income derived from investment properties increased by 3% to HK$7,059,000
(2019: HK$6,874,000), while nil% increase after impairment loss on trade receivables of HK$182,000
was made.

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. With the impact of COVID-19
pandemic, a decrease of service contract value was recorded for existing clients, a net increase of
number of clients account closed as compared to last year and a new big client obtained during the year,
resulting a 4% drop of horticultural services income to HK$6,310,000 (2019: HK$6,584,000)

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 had decided to discontinue the construction process and cease the
business in Japan in 2018. As a result, the prepayment of equipment and machinery for manufacturing of
graphene has been written off for the year ended 31 December 2018.

In respect of the Group’s investment in Taiwan (namely Five Color Stone), impairment loss on
investment in associates of HK$12,211,000 was made for the year ended 31 December 2020, as the
management expects (after considering the relevant action taken by the Group during the year ended 31
December 2020 and relevant circumstance) that such investment will not be recoverable and it would
be prudent to make such provision. Despite the Group’s accounting treatment on the Japan business
and Taiwan investments, the Group will continue to uphold its legitimate rights and interests and take
appropriate actions (including legal actions) in the circumstance.

In 2019, 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 and has been expanding its property management business into
Mainland China.
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In the second half of 2020, the Group expanded its property management business in Mainland China
and entered into service contracts with two Mainland China properties developers (i) &I T 5 5 ALK
LA B/ (Shenzhen Houting Yayuan Investment Co., Ltd.*) with the properties managed located at
TR T 8L 22 [ 00 SR 2 AN VD I v 22 AR PG 22 b 5 B U 2B P s SR () DRI AL R HESE B SR A BR A
F] (Shenzhen Hongxing Yayuan Property Co., Ltd.*) with the properties manage located at EIJI T E &
LN R ER N PN LS S PN B

In the last quarter, the Group entered a service agreement of three years with ZEIIITT % e H 58 8 T
WAL B A BRE L/ A (Shenzhen Tanggang China Asia Electric City Group Co., Ltd*), a connected
person of the Group, majority owned by Mr. Huang Binghuang, which permits the Group to operate
the property management business with properties located at By K &, TV H L (Shajing
Centre, Shenzhen of The Guangdong-Hong kong-Macao Greater Bay Area) for the tenants at this area at
free cost, in which the tenants in this area have discretion to engage the property management business
service with Group.

The management is of the view that the above-mentioned cooperations and new opportunities may
contribute to a stable and growing revenue of the Group.

Future Prospect

The management will further increase the number of properties under its management in the future to
develop its property management services. The Company is committed to building the “Valley Property”
service brand, continuously optimising and upgrading its property service system, cultivating traditional
property services, and taking advantage of the “Internet+” era to build a community platform that meets
customers’ needs for quality living with customer value at the core. Six ecospheres”, namely “Life
Production Ecology, Financial Technology Ecosphere, Creative Enterprise Community Ecosphere,
Cross-border Ecosphere, Exhibitions Ecosphere and Education Ecosphere”, will form a close functional
complementary platform for sharing and sharing to provide comprehensive, diversified and sustainable
community services to customers, create a new type of ecological community and become a quality
living community service provider. In addition, the Group is considering certain property development
projects in Southeast Asia and, if such projects materialise, will make relevant disclosures in accordance
with the Listing Rules as and when appropriate.

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 2020, there was outstanding bank loans in the principal sum of HK$160,000,000
(2019: HK$200,000,000). The Group’s working capital requirements in 2020 are funded by bank
loans and shareholder’s loan of HK$58,000,000. The bank loan will mature in end of March 2021. As
at the date of this announcement, the Company has been informed by the bank that subject to formal
documentation, the bank loan has in principle been approved for an extension of one year.

* The Company name in English is not the official name but a translation for reference only.
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The Group recorded net current liabilities of approximately HK$232,799,000 for the year ended 31
December 2020 (2019: HK$221,464,000).

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.

PLEDGE OF ASSETS

As at 31 December 2020, investment properties and bank deposits with an aggregate value of not less
than of HK$403,082,000 (2019: HK$400,275,000) were pledged to the bank to secure bank loans
granted to the Group.

EMPLOYEES

As at 31 December 2020, the Group has a total of 144 employees (2019: 24), including directors. Taking
into account the new operation needs of the Group in Mainland China, the Group has increased its
manpower by 120 staff in the second half of 2020. Employee benefits expenses for the year ended 31
December 2020 amounted to approximately HK$11,447,000 (2019: HK$16,190,000).

BOARD’S VIEW ON AUDITOR’S QUALIFIED OPINION

The consolidated financial statements of the Group for the year ended 31 December 2020 were audited
by ZHONGHUI ANDA CPA Limited (the “Auditor”). The Auditor expressed qualified opinion on
the Group’s consolidated financial statements for the year ended 31 December 2020 (the “Qualified
Opinion”), the “except for” opinion on the availability of sufficient audit evidence from overseas
associates and subsidiaries in 31 December 2020, 31 December 2019 and 31 December 2018. The details
of the Qualified Opinion and its actual or potential impact on the Company’s financial position are set
out in the extract of Independent Auditor’s Report on page 16 to page 18 of this results announcement.

Throughout the year ended 31 December 2020, the Company has made various attempts to resolve the
qualified opinion expressed by the auditors of the Company for the financial years ended 31 December
2018 and 2019 (and with a view of avoiding further qualified opinions expressed by the Auditor for the
year ended 31 December 2020), including but not limited to the followings:

The Company has continuously investigated the cause of the relevant events surrounding the Qualified
Opinion and has exhausted various means to obtain relevant information to satisfy the Auditor’s
information requests. The Company has also on occasions made specific demands to former management
personnel of the Company requesting for a consultation in relation to the circumstance pertaining to the
Qualified Opinion, and has instructed its legal advisers to issue formal legal requests in that regard.
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WI Capital and WI Graphene

The Company has on various occasions demanded WI Capital and WI Graphene to provide the
required information and documents including but not limited to dispatching its representatives to
Japan with a view of reaching a consensus with the responsible personnel of WI Capital and/or WI
Graphene amicably. Such effort was delayed by the outbreak of the COVID-19 pandemic in 2020,
and eventually did not result in a satisfactory outcome given the uncooperative attitude of relevant
counterparties. The Company has also demanded the relevant officers and personnel of WI Graphene
and WI Capital (including Mr. Masaru Futohashi, the sole director of WI Graphene and WI Capital) to
return the relevant corporate and shareholding documents of WI Graphene and WI Capital and effect the
appointment of a new director nominated by the Company to the board of WI Capital, including but not
limited to handing over the company seal of WI Capital for registration of the change of directorship
with the relevant authority in Japan. Notwithstanding the Company’s demands, the relevant officers and
personnel of WI Graphene and WI Capital refused to adhere to the Company’s demands in relation to
the return of the documents and company seal of WI Capital.

As at the date of this announcement, despite the Company’s persistent demands, the relevant officers of
WI Capital and WI Graphene have refused to provide the Company with the relevant information and
documents of WI Capital and WI Graphene. Accordingly, the Auditor was not provided with sufficient
audit evidence and issued the Qualified Opinion.

Five Color Stone

The Company has on various occasions demanded Five Color Stone to provide the required information
and documents. A meeting between representative(s) of the Company and the officers of Five Color
Stone was held in Taiwan in 2020 with a view of resolving the issues relating to audit evidence of
Five Color Stone. As at the date of this announcement, however, with the efforts of the Company, no
sufficient information and documents of Five Color Stone have been provided to the Company and the
Auditor. Therefore, the Auditor issued the Qualified Opinion.

The Board understood the above-mentioned situation and concurred with the basis of the Qualified
Opinion. The audit committee of the Company confirmed that they understood the basis of the Qualified
Opinion. They have also reviewed and agreed with the Board’s position as set out above. Along with the
historical practice of the Company, the Company has engaged Zhonghui ANDA Risk Services Limited,
an independent internal control adviser to conduct an annual review of the internal control system,
risk management and financial reporting of the Group in response to potential issues in relation to the
Qualified Opinion. As an alternative and at the same time, the Company plans to directly or indirectly
follow up on its previous consultations with external advisers and further explore the possibility of a
liquidation of the subject companies of the Qualified Opinion and/or a disposal of such interests through
a possible tender exercise or other means, which, if materialised may involve a restructuring exercise of
the Group. The Company will make disclosures in accordance with the Listing Rules and the Securities
and Futures Ordinance (Cap 571) as and when appropriate.
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Action Plan

During the year of 2020, the Company has taken various actions with a view of resolving the qualified
opinion for the year ended 31 December 2018 and 2019, including appointment of lawyers, various
consultations and studies into a practicable and compliant way towards the disposal and/or liquidation
of interests in Five Color Stone and/or WI Capital and WI Graphene. Looking forward into 2021
with a view of resolving the Qualified Opinion, the Company plans to dispose of the entities subject
to Qualified Opinion and is currently in the process of initiation preparation of such disposals. The
Company will engage and consult appropriate advisers in relation to the proper procedures that the
Company should follow to facilitate a compliant and complete resolution of the Qualified Opinion
through a disposal exercise, which may involve researching into the areas, advising on the relevant
procedures and implications, negotiation with relevant counterparties, preparation of relevant
documentations, regulatory approvals and external and internal approvals and consents.

AUDIT COMMITTEE

As at the date of this announcement, the audit committee comprises two independent non-executive
directors, namely Mr. Lum Pak Sum (“Mr. Lum”) and Mr. Duan Rihuang (“Mr. Duan”), and one non-
executive director, namely Ms. Wang Lijiao (“Ms. Wang”). The purpose of the establishment of the
audit committee is for reviewing and supervising the financial reporting system, risk management and
internal control systems of the Group. The audit committee has reviewed, with no disagreement, the
Group’s financial statements for the year ended 31 December 2020.

SCOPE OF WORK OF ZHONGHUI ANDA CPA LIMITED

The figures in respect of the Group’s consolidated statement of financial position, consolidated
statement of profit or loss and other comprehensive income, and the related notes thereto for the year
ended 31 December 2020 as set out in the preliminary announcement have been agreed by the Group’s
auditors, ZHONGHUI ANDA CPA Limited, to the amounts set out in the Group’s audited consolidated
financial statements for the year ended 31 December 2020. The work performed by ZHONGHUI ANDA
CPA Limited in this respect did not constitute an assurance engagement in accordance with Hong
Kong Standards on Auditing, Hong Kong Standards on Review Engagements or Hong Kong Standards
on Assurance Engagements issued by the Hong Kong Institute of Certified Public Accountants and
consequently no assurance has been expressed by ZHONGHUI ANDA CPA Limited on the preliminary
announcement.

MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions by Directors of the Listed Issuers
(the “Model Code”) as stipulated in Appendix 10 to the Listing Rules as its own code of conduct
regarding Director’s securities transactions. Specific enquiry has been made to all the Directors, and
the Directors have confirmed that they have complied with all relevant requirements as stipulated in the
Model Code during the year ended 31 December 2020.

24



PURCHASE, SALE OR REDEMPTION OF LISTED SECURITIES OF THE COMPANY

Neither the Company nor any of its subsidiaries purchased, sold or redeemed any of the Company’s
listed securities during the year under review.

CORPORATE GOVERNANCE CODE

During the year ended 31 December 2020, save and except for disclosed herein, 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 CG Code, with the
following exceptions:

1.

The chairmen of the Board and the nomination committee were absent from the annual general
meeting of the Company due to other important engagements at the relevant time and this deviates
from code provision E.1.2 of the CG Code as set forth in Appendix 14 to the Listing Rules. The
annual general meeting was chaired by a non-executive Director, and attended by the chairmen
of the audit committee and remuneration committee and member(s) of the nomination committee.
These persons were available to answer questions (if any) at the annual general meeting, which
provides a channel of communication between the Company and its shareholders.

As Mr. Huang 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 (two
independent non-executive Directors after Dr. Wong Yun Kuen’s resignation with effect from 30
December 2020), the Board is appropriately structured with balance of power to provide sufficient
checks to protect the interests of the Company and its shareholders.

Further information on the Company’s corporate governance practices and its applications of the CG
Code will be set out in the Corporate Governance Report contained in the Company’s annual report
for the year ended 31 December 2020, which will be dispatched to the Company’s shareholders in
due course.
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FAILURE TO SATISFY THE REQUIREMENTS ON INDEPENDENT NON-EXECUTIVE
DIRECTORS UNDER THE LISTING RULES

Pursuant to Rules 3.10(1), and 3.25 of the Listing Rules, (i) the Board is required to have at least three
independent non-executive Directors; and (ii) the Company must establish a remuneration committee
chaired by an independent non-executive director and comprising a majority of independent non-
executive directors.

As disclosed in the announcement of the Company dated 30 December 2020, following Dr. Wong Yun
Kuen’s resignation as an independent non-executive Director and his cessation to be the chairman of the
remuneration committee and a member of each of the audit committee and the nomination committee
with effect from 30 December 2020 (the “Resignation”), the Company has had (i) two independent non-
executive Directors, which is below the minimum requirement under Rule 3.10(1) of the Listing Rules;
and (ii) three remuneration committee members but the position of chairman is vacant, which does not
comply with the requirements under Rule 3.25 of the Listing Rules.

The Company is in the process of identifying a suitable candidate to fill the abovementioned vacancies as
soon as practicable, with the relevant appointment to be made within three months from the Resignation,
in order to comply with the relevant requirements under the Listing Rules. The Company will make
further announcement as and when appropriate.

DIVIDENDS

The Board does not recommend the payment of any dividend for the year ended 31 December 2020
(2019: Nil).

PUBLICATION OF ANNUAL RESULTS ANNOUNCEMENT AND ANNUAL REPORT

The annual results announcement is published on the website of the Stock Exchange at www.hkexnews.
hk and the Company’s website at www.00063.cn. The 2020 annual report of the Company for the year
ended 31 December 2020 will be dispatched to its shareholders and published on the above websites in
due course.

By order of the Board of
China Asia Valley Group Limited
Huang Binghuang
Chairman

Hong Kong, 26 March 2021

As at the date of this announcement, the Board consists of Mr. Huang Binghuang (Chairman and Chief
Executive Officer), Mr. Zhao Juqun (Vice chairman) and Ms. Xia Ping as executive Directors; Ms.
Wang Lijiao as a non-executive Director; and Mr. Lum Pak Sum and Mr. Duan Rihuang as independent
non-executive Directors.
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