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

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

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

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

This report, for which the directors (the “Directors”) of China All Nation International Holdings Group Limited
(the “Company”) collectively and individually accept full responsibility, includes particulars given in compliance
with the Rules Governing the Listing of Securities on GEM of the Stock Exchange (the “GEM Listing Rules”)
for the purpose of giving information with regard to the Company. The Directors, having made all reasonable
enquiries, confirm that to the best of their knowledge and belief the information contained in this report is
accurate and complete in all material respects and not misleading or deceptive, and there are no other matters
the omission of which would make any statement herein or this report misleading.
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CHAIRMAN’S STATEMENT

Dear Shareholders,

On behalf of the board (the “Board”) of Directors of China All Nation International Holdings Group Limited
(the “Company”, together with its subsidiaries, the “Group”), | am pleased to present the annual report of the
Group for the year ended 31 July 2021.

In 2021, the Group continued to develop its existing businesses in Hong Kong and the People’s Republic of
China (the “PRC”) to secure a stable source of revenue from its sub-leasing and management business in the
PRC and diversified the Group’s risk in reliance on single market and single business. Although the original
business in Hong Kong and interior design and decoration business in Hong Kong and the PRC encountered
keen market competition and were slowed down by the pandemic, the Group has, through the cooperation
with different suppliers of wire, building materials and cement, become familiar with the commodities trading
business in the PRC and has an in-depth understanding of the characteristics and business model of the
commodities industry. The Group has established a new wholly-owned subsidiary in the PRC which is
principally engaged in the sale of non-ferrous metals. Leveraging on the personnel with relevant commodities
trading experience and the Group’s experience and expertise in interior design and decoration business, the
Group has successfully commenced its commodities trading business in March 2021.

Although 2021 has been a challenging year, the Group continually experienced an overall fruitful improvement
in its businesses. During the year ended 31 July 2021, the Group recorded a total revenue of approximately
HK$166.9 million. The Group’s revenue in property sub-leasing and management business and commodity
trading business increased to approximately HK$96.4 million and HK$4.9 million respectively, whereas the
revenue in interior design and decoration business decreased to approximately HK$57.4 million in view of
keen market competition and impact of the pandemic. The business of the Group achieved a profit after tax
of approximately HK$17.0 million for the year ended 31 July 2021, which represented an increase of 44.9%
as compared to a profit of approximately HK$11.8 million for year ended 31 July 2020.

The promising financial performance in 2021 strengthen the Group’s business insight and consolidate the
Group’s diversification strategy. The Group benefits a secure source of revenue from its sub-leasing and
management business, and on the other hand, diversify into commodity trading business to mitigate the
unstable risks derived from the interior design and decoration business. Looking ahead, the Group will continue
upholding the current development strategy and expand the business horizon. The Group will endeavor to
increase the efforts in expanding its existing businesses and the management team are dedicated to devote

their effort in the coming years to create greater value for the Company and its shareholders.

Taking this opportunity, | would like to express my sincere gratitude to our shareholders, customers,
subcontractors and business partners for their continuous support, and to our management and staff members
for their diligence, dedication and contribution to the growth of the Group.

Lin Ye

Chairman and executive Director

Hong Kong, 30 September 2021
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MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS REVIEW AND OUTLOOK

During the year under review, the COVID-19 pandemic continues to impact on the global economy. However,
China’s economy has recovered at a much faster pace than other countries. All the business segments of
the Group, which mainly operated in the PRC and Hong Kong, were slightly affected by the lockdowns and
suspension of business activities in 2020.

The Company is an investment holding company and its subsidiaries are principally engaged in its original
businesses of provision of contracting, project management and civil engineering consulting businesses
(“Original Businesses”) in Hong Kong, property sub-leasing and management business in the PRC, interior
design services and decoration works in both Hong Kong and the PRC and commodity trading business in
the PRC.

1. Property sub-leasing and management services business segment

The property sub-leasing and management service business segment is operated by Shenzhen
Zhongshenguotou Assets Management Co., Ltd* (ZYIFREIEEEEERFRAF) (“ZSGT”), a wholly-
owned subsidiary of the Company in the PRC. One of the principal business of ZSGT is sub-leasing
office premises to different clientele in three categories below:

(a) Sub-leasing of premises

In view of the growing number of start-up and small-to-medium business to move in the grade-A
office premises to enhance its corporation image and gain creditability, there is high demand for
small-sized offices in the PRC. The Group considered there are ample business opportunities in

such regard.

The Group’s sub-leasing of premises generally focuses on office premises and involves provision
of small scale (ranging from 100 sq.m. to 500 sg.m.) subdivided or partitioned office premises
at grade-A commercial buildings with stylish decoration at affordable price embedding co-use/

sharing concept.

The Group will provide instant support and services to the sub-tenants, including but not limited
to (i) services generally provided by property management agency, such as security service and
reception service, which may be sometimes outsourced by the Group to other service providers; (ii)
repair and maintenance services and tailor design, renovation and refurbishment services, leveraging
the Group’s resource of its Interior Design, Decoration Business; (iii) consultation and execution on
the regulatory requirement of fire control; (iv) human resources planning and manpower recruitment;
(v) provision of platform on the Group’s mobile application for promotional activities; and (vi) general

consultation and assistance on corporate registration tax and employment benefits matters.

The sub-leasing of office premise in the PRC maintains a steady growth in the recent years, and

such growing trend is expected to continue.
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MANAGEMENT DISCUSSION AND ANALYSIS

As at the 31 July 2021, the Group leased 10 large scale properties in the PRC, of which 9 of them
are situated at Futian (#2[@), Nanshan (F 1), Baoan (&%) and Luohu (%&#) districts of Shenzhen; 1
property is located in Beijing, with total floor area of approximately 33,999 square meters (“sq.m.”)
(2020: 32,028 sg.m.) for its operation of sub-leasing to sub-tenants. The occupancy rate of the
Group’s sub-leased properties reached over 92% (2020: 92%) as at 31 July 2021.

(b) Sub-leasing management

Sub-leasing management refers to the service of the Group that it (i) searches for premises based on
customer’s specifications; (ii) enters into head lease with landlord by the Group; and (jiii) subleases
that premises to the customers.

The customers will only need to communicate their needs to the Group in contrast to negotiating
with different landlord all over PRC one by one, and thus the Group’s sub-leasing management
service will be able to minimize the customers’ effort, resource and cost spent on leasing which
can instead be spent on their core revenue generating operation.

Given that the sub-leasing management service is demand-driven, the Group will generally enter into
rental agreement with landlords back to back with the sub-leasing agreement with the customers,
and as such, the Group generally does not expose itself to any risk of being unable to lease the
premises out, and there is no vacancy for premises leased under the sub-leasing management

service.

Sub-leasing management is target for enterprises requiring national presence, most of them
are asset management companies, insurance companies, finance companies and branches of
companies operates across the PRC. The demand and market sizes are expected to continue to
rise and expand to include more provinces.

As at 31 July 2021, the Group’s sub-leasing management services cover 4 cities, namely
Shenzhen, Beijing, Shanghai, Tianjin and 20 other provinces of the PRC, namely Guangdong,
Guangxi, Jiangxi, Hunan, Hubei, Hainan, Hebei, Fujian, Jilin, Shandong, Sichuan, Ningxia, Inner
Mongolia, Heilongjiang, Anhui, Henan, Gansu, Shaanxi, Jiangsu and Zhejiang with total floor areas
of approximately 67,812 sg.m. (2020: 59,732 sqg.m.).

(c) Co-work space

The Group operates one co-work space centre (i.e. an advanced form of business centre) at a
grade—A commercial building located at Nanshan district of Shenzhen, which is Shenzhen’s focal

development area for hi-tech and innovative businesses.

Target customers and most of the current customers of the co-work space centre are entrepreneurs
and start-up businesses.
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MANAGEMENT DISCUSSION AND ANALYSIS
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The co-work space centre offers:

(i) rental of office space or dedicated desks;

(i)  rental of private office room/booth;

(i)  conference rooms; and

(iv) auxiliary services (e.g. provision of registered office for business licence registration purpose,
front-desk and guest reception, business-class printing, mail and packing handling as well
as other secretarial services);

to customers and sub-tenants of ZSGT’s other leased properties in which charges are calculated
based on the membership plan subscribed, which is very flexible ranging from hourly usage plan

to monthly usage plan, purchased by customers and/or actual usage.

The Board believes that the property sub-leasing and management services business segment has a

strong growth potential in view of:

(i)

the “Comprehensive Deepening of the Reform and Opening-up Plan for Qianhai Shenzhen-Hong
Kong Modern Service Industry Cooperation Zone” issued by the PRC government. Such plan
will further develop Shenzhen-Hong Kong cooperation zone in Qianhai and the total area of the
cooperation zone will be expanded from 14.92 sg.km to 120.56 sqg.km. It reflects the long-term
strategic vision of making Qianhai’s business environment world-class by 2035 which has in turn led
to increase in the number of start-up and small-to-medium business and the demand for grade-A

commercial offices in the PRC; and

the concept of “co-use/sharing offices” has become more popular and widely accepted in the PRC
in recent years as it offers a more flexible and affordable way for entrepreneurs to start-up and
grow their businesses.

In 2021, ZSGT leveraged on the existing resources to expand the scale of operation of the property

sub-leasing and management service segment. In this segment, ZSGT generated revenue for property

sub-leasing and management service of approximately HK$96.4 million which represented an increase

of 13.2% as compared to last year (2020: approximately HK$85.2 million). During the year, the Group

has successfully concluded many new lease contracts and whereas renewed existing old lease contracts

while it expired. As majority of the sub-tenants’ leases with the Group are for a term of 2-3 years and

the total floor area leased by the Group for sub-leasing is increasing, the Group considers that the sub-

leasing business will continue to provide stable source of revenue to the Group in the future.
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MANAGEMENT DISCUSSION AND ANALYSIS

2. Interior design and decoration business segment

The scope of the interior design and decoration business of the Company covers interior design and
decoration services for private offices and residential properties, and other wide-ranging projects. The
Group is responsible for the overall design, purchasing and project management. The in-house design
department of the Group is mainly responsible for private offices projects. The project managers of
the Group (“Project Managers”) are responsible for identifying suitable vendors and suppliers across
different fields for providing resources and services such as fire safety equipment, air-conditioning and
mechanical ventilation system, interior fitting out and electrical works, etc. The Group has outsourced
the relevant tasks to the appropriate vendors and suppliers under the supervision of Project Managers
in order to reach customers’ expectation.

The Group’s interior design and decoration business segment, is operated by wholly-owned subsidiaries
of the Company, KSL Engineering Limited (“KSL”) and ZSGT in Hong Kong and the PRC respectively.
They generated revenue of approximately HK$57.4 million which represented a decrease of 38.1% as
compared to last year (2020: approximately HK$92.8 million). The market of interior design and decoration
business in Hong Kong remains challenging and keen competition amongst the market players persisted.
Active contractors bid for tenders at competitive prices. Besides, higher construction costs incurred due
to stringent contract requirements and the increase of material and labour costs and result in trimming
down profit margins. In both Hong Kong and the PRC, the progress on existing projects were slowed
down by the pandemic and certain projects in the PRC were required to be suspended temporarily
as requested by contracting customers. It affected the operation and reduced overall revenues of the
business segment. The Group expects that such operation will resume soon in near future.

3. Original Businesses segment

The Original Businesses of the Group are operated by KSL, the revenue has decreased by 21.8% from
approximately HK$10.5 million in the year ended 31 July 2020 to approximately HK$8.2 million in the
year ended 31 July 2021. In order to secure new contracts for the Original Businesses notwithstanding
the sluggish condition in Hong Kong construction industry, the Group has adopted a more aggressive
approach in seeking new contracts which including but not limited to relaxing payment terms of its
contracts so as to increase its competitiveness.

CHINA ALL NATION INTERNATIONAL HOLDINGS GROUP LIMITED Annual Report 2020/21 9



MANAGEMENT DISCUSSION AND ANALYSIS

4. Commodity trading business segment

The Group started its commodity trading business in March 2021, which recorded a revenue of
approximately HK$4.9 million (2020: Nil), with the contributions of Guangzhou Desheng Technology
Limited* (EMNM5EEHE AR 2AF]), a wholly-owned subsidiary of the Company established in the PRC.
The Group has employed a management team with relevant commodities trading experience for the
operation and development of the commodity trading business. In order to operate the commodity
trading business with safer funds and better risk control, large-scale enterprises and even state-owned
enterprises are preferred as the first-choice upstream supplier whereas the downstream customers will
be enterprises with good reputation in the industry. It is expected that commodity trading business will
bring economic benefits to the Group, expand the influence of the Group in the market and enhance
the shareholders’ value and is in the best interests of the Company and its shareholders as a whole.

OUTLOOK

Last year was quite challenging, the global pandemic triggered lockdowns and collapsed most economic
activities. In addition, the continuing frictions between China and the United States constrained trade and thus
reduced industrial production, it will inevitably pose a threat to the recovery of the overall market condition.
The Central Government has been taking a justified measure to curb COVID-19 and implementing certain
accommodative policies to boost domestic consumption, and the China’s economy exhibited greater resilience
and rebounded in the second half of 2020.

Nevertheless, the promising financial results of the Group for the financial year ended 31 July 2021
strengthened the Group’s business insights. The Group has already developed multiple business lines which are
complementary to each other and diversify the overall business risk. The property sub-leasing and management
services segment remains in steady growth and thus secures a stable source of revenue and improves the
overall profitability of the Group. Expansion of the Group’s commodity trading business in the PRC allows the
Group to maintain its growth momentum and reduce its reliance on a single market.

The Group will maintain its effort to critically assess its existing business portfolio and make the necessary
adjustments to streamline its operations. It will focus with care on higher margin and faster growing businesses.
In order to sustain growth, the Group will continue to search for new investment opportunities to broaden
its business portfolio and enlarges its earnings base so as to bring satisfactory return to the shareholders.
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MANAGEMENT DISCUSSION AND ANALYSIS

FINANCIAL REVIEW

Revenue and Segment Information

In the year ended 31 July 2021, the Group’s total revenue has decreased by 11.4% to approximately HK$166.9
million (2020: approximately HK$188.4 million). This change was comprised of:

(i) decrease in revenue of the Group’s interior design and decoration business by 38.1% to approximately
HK$57.4 million (2020: approximately HK$92.8 million);

(i) increase in revenue of the Group’s property sub-leasing and management business in the PRC by 13.2%
to approximately HK$96.4 million (2020: approximately HK$85.2 million); and

(i) increase in revenue of the Group’s commodity trading business in the PRC to approximately HK$4.9
million (2020: Nil).

Cost of Services

In line with the decrease in revenue of the Group, cost of services of the Group for the year ended 31 July
2021 decreased to approximately HK$115.5 million, representing a decrease of 11.1% (2020: approximately
HK$129.9 million). The major cost items of the Group include sub-contracting charge, depreciation of
investment properties and material cost as well as lease payment under operating lease.

Gross Profit

In the year ended 31 July 2021, gross profit of the Group has decreased by 12.2% to approximately HK$51.3
million (2020: approximately HK$58.5 million) with gross profit margin of 30.8% (2020: 31.0%). The gross profit
margin of the Group remains steady.

Other Income and Gains

In the year ended 31 July 2021, the Group’s other income and net gains increase by 103.9% to approximately
HK$8.6 million (2020: approximately HK$4.2 million). The major reason for the change was because of the
increase of COVID-19-related rent concessions of approximately HK$3.1 million and the gain on disposal of
subsidiary of approximately HK$1.3 million.

Administrative and Other Operating Expenses

The Group’s administrative and other operating expenses decreased by 12.6% to approximately HK$18.0
million in the financial year ended 31 July 2021 (2020: approximately HK$20.6 million).

CHINA ALL NATION INTERNATIONAL HOLDINGS GROUP LIMITED Annual Report 2020/21 11



MANAGEMENT DISCUSSION AND ANALYSIS

Income Tax Expense

Since the Group had unutilised tax loss brought forward in Hong Kong, no profits tax was charged for the
year ended 31 July 2021 (2020: Nil) despite the profitability of its Original Businesses segment and interior

design and decoration business segment in Hong Kong in the year ended 31 July 2021.

EIT of approximately HK$8.6 million is payable by the Group in the PRC due to the profitability of its operations
in the PRC.

After inclusion of the impact of deferred tax of approximately HK$0.3 million and over-provision of EIT in
respect of prior years of approximately HK$0.6 million, the total income tax expense of the Group for the year
ended 31 July 2021 was approximately HK$7.7 million (2020: approximately HK$9.2 million).

Profit before Income Tax and Profit for the Year

The Group recorded a profit before income tax of approximately HK$24.7 million for the year ended 31 July
2021, representing an increase of 18.0%, as compared to a profit before income tax of approximately HK$21.0
million for the corresponding period in 2020.

The business of the Group recorded a profit after tax of approximately HK$17.0 million for the year ended
31 July 2021, representing an increase of 44.9%, as compared to a profit after tax of approximately HK$11.8
million for the year ended 31 July 2020.

The Company recorded a profit attributable to the owners of the Company of approximately HK$17.1 million
for the year ended 31 July 2021 as compared to a profit attributable to the owners of the Company in the
amount of approximately HK$11.7 million for the year ended 31 July 2020.

Final Dividend
The Board did not recommend the payment of a final dividend for the year ended 31 July 2021 (2020: Nil).
Liquidity and Financial Resources

The Group maintained a healthy financial position in the year ended 31 July 2021. As at 31 July 2021, the
Group had cash and cash equivalent of approximately HK$112.8 million (2020: approximately HK$82.7 million).

The current ratio as at 31 July 2021 was 1.7 (2020: 1.6).

Gearing Ratio
The gearing ratio of the Group as at 31 July 2021 was 11.9% (2020: 13.4%).

The gearing ratio is calculated as total borrowing divided by total equity as at the respective dates.
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MANAGEMENT DISCUSSION AND ANALYSIS

Treasury Policy

The Group has adopted a prudent financial management approach towards its treasury policies and thus
maintained a healthy liquidity position throughout the year ended 31 July 2021. The Group strives to reduce
exposure to credit risk by performing ongoing credit assessments and evaluations of the financial status of
its customers. To manage liquidity risk, the Board closely monitors the Group’s liquidity position to ensure
that the liquidity structure of the Group’s assets, liabilities and other commitments can meet its funding
requirements from time to time.

Pledge of Assets

As at 31 July 2021, the Group did not have any charges on its assets (2020: Nil).

Foreign Exchange Exposure

Most of the Group’s bank balances and income are denominated in either Renminbi or Hong Kong dollars.
The Group has not experienced any material difficulties or negative impacts on its operations as a result of
fluctuations in currency exchange rates. The Board considered that no hedging of exchange risk is required
and accordingly, there were no financial instruments being used for hedging purposes during the year ended
31 July 2021. Nevertheless, the management will continue to monitor the Group’s foreign exchange exposure
and will take prudent measures as and when appropriate.

Capital Structure

There was no change in the capital structure of the Company since its listing on GEM on 5 December 2014
and no fund raising activity was conducted during the year under review.

As at 31 July 2021, the share capital and equity attributable to owners of the Company amounted to
approximately HK$4.1 million and HK$122.3 million respectively (2020: approximately HK$4.1 million and
HK$98.6 million respectively).

Capital Commitments
The registered capital of Shenzhen Fugingyuan Technology Limited (“Fuqingyuan”) is RMB5.0 million. The
Group committed as at 31 July 2021 to invest in Fugingyuan, a wholly-owned subsidiary, amounting to RMB5.0

million (equivalent to approximately HK$6.0 million) (2020: RMB5.0 million (equivalent to approximately HK$5.5
million)).
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MANAGEMENT DISCUSSION AND ANALYSIS

Application of the Net Proceeds of the Placing

As at 31 July 2021, the Company had utilised in aggregate of approximately HK$14,981,000 out of the total net
proceeds of approximately HK$22,200,000 (the “Proceeds”) derived from the Company’s placing in 2014. The
Proceeds have been applied in accordance with the intended uses as previously disclosed in the Company’s
prospectus dated 28 November 2014 and the announcement dated 4 December 2018.

As the Company has been cautiously monitoring on its costs and expenses, the actual amount used in the
applications of the Proceeds was less than the budgeted amount of the Proceeds. Details of the actual
application of the Proceeds during the year ended 31 July 2021 are as follows:

Actual use of the

Actual use of the Proceeds for
Planned use of Proceeds up to the year ended
Intended uses of the Proceeds the Proceeds 31 July 2021 31 July 2021
HK$ HK$ HK$
(approximately) (approximately) (approximately)

(1) Further developing the contracting
business of the Company 15,000,000 8,070,000 -

(2)  Strengthening in-house team of engineering

staff of the Company 5,000,000 2,064,000 -

(38)  Developing more efficient in-house
computer programs of the Company 2,000,000 847,000 -
(4)  General working capital - 4,000,000 -
Total 22,000,000 14,981,000 -

As at 31 July 2021, the unutilised Proceeds amounted to approximately HK$7,019,000. The Company intends
to apply the said unutilised Proceeds for development of the Company’s property sub-leasing and management

services business in the PRC.

Human Resources Management

As at 31 July 2021, the Group had 61 (2020: 53) employees, including the Directors. The Group’s total staff
costs (including Directors’ emoluments) for the year ended 31 July 2021 decreased to approximately HK$9.6
million (2020: approximately HK$11.6 million).

The Group promotes individuals based on their performance and development potential in the positions held.
In order to attract and retain high quality staff, competitive remuneration package is offered to employees

(with reference to market norms and individual employees’ performance, qualification and experience).
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MANAGEMENT DISCUSSION AND ANALYSIS

On top of basic salaries, bonuses may be paid with reference to the Group’s performance as well as individual’s
performance. Other staff benefits include provision of retirement benefits, medical benefits and sponsorship
of training courses. The emoluments of the Directors were reviewed by the remuneration committee of the
Company, having regard to the Company’s operating results, market competitiveness, individual performance,
and approved by the Board.

Significant Investments Held

Except for investment in its subsidiaries, the Group did not hold any significant investment in equity interest
in any other company as at 31 July 2021.

Material Acquisitions, Deregistrations and Disposals of Subsidiaries and Affiliated Companies

On 30 December 2020 (after trading hours of the Stock Exchange), Sky Planner Limited (the “Vendor”), being
a wholly-owned subsidiary of the Company, entered into the sale and purchase agreement (the “Agreement”)
with FYEFEEAF TIZHR AR (for transliteration purpose only, Shenzhen Shennan Decoration Engineering
Co., Ltd.) (the “Purchaser”), pursuant to which the Vendor agreed to sell and the Purchaser agreed to acquire
51% of the issued share capital of NBE at a total consideration of HK$510,000. The Purchaser is a company
established in the PRC with limited liability and principally engaged in interior and exterior decoration business
and engineering contracting services.

The consideration was settled by the Purchaser in cash and in full on the date of execution of the Agreement.
It was determined after arm’s length negotiations between the Vendor and the Purchaser with reference to (1)
a valuation report issued by an independent professional valuer, which assessed the fair value of 100% equity
interest of NBE as at 30 December 2020 to be HK$894,000, using the market approach; and (2) NBE recorded
profit after taxation for the year end 31 July 2019 and 2020 in the amount of approximately HK$313,000 and
HK$230,000 respectively.

Completion of the Agreement took place immediately after the entering into of the Agreement on 30 December
2020. Upon Completion, the Vendor disposed of all its shareholding interest in NBE and NBE has ceased to
be a subsidiary of the Company.

For more details, please refer to the announcement of the Company dated 30 December 2020.

Save as disclosed above, the Group did not have any other material acquisitions, deregistrations and disposals

of subsidiaries and affiliated companies for the year ended 31 July 2021.
Contingent Liabilities

The Group did not have any other material contingent liabilities as at 31 July 2021 (2020: Nil).
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Future Plans for Material Investments or Capital Assets

For the year ended 31 July 2021, save as investment properties that may be recognised in accordance with
HKFRS 16 for new leases under the Group’s property sub-leasing and management business, the Group did
not have other plans for material investments and capital assets.

PROFIT GUARANTEE AND LOAN FROM THE SINGLE LARGEST SHAREHOLDER OF THE
COMPANY

On 11 October 2019, the Group received an amount of HK$30,000,000 regarding a loan from a shareholder,
Mr. Lin Ye (“Mr. Lin”), who is also an executive Director and the chairman of the Board, which is restricted
to be used for the purpose of financing the Company’s potential acquisition of an office premise in Hong
Kong and its related expenses, and providing extra assurance for the profit guarantee provided by Mr. Lin in
favour of the Company.

After assessment of the internal resources of the Group, the Directors consider that it would be sufficient for
the Group to apply half amount of the loan from a shareholder for the development of the Group’s sub-leasing
business. As such, on 3 April 2020, the Company repaid HK$15,000,000 to Mr. Lin. Mr. Lin consented to and
the Company released the remaining restricted cash for development of the Group’s sub-leasing business.

As disclosed in the announcement of the Company dated 30 September 2020, the Group’s audited
consolidated earnings before interest, taxes, depreciation and amortisation (the “EBITDA”) for the year ended
31 July 2020, which amounted to approximately HK$82.0 million, is more than the profit guarantee made by
Mr. Lin in favor of the Company (i.e. the EBITDA of the Group for the year ended 31 July 2020 being not less
than HK$13,800,000) (the “Profit Guarantee”). Accordingly, there will not be any compensation made by Mr.
Lin to the Company for any shortfall of the Profit Guarantee for the year ended 31 July 2020.

Further update information in relation to the performance of the Profit Guarantee for the year ended 31 July
2021 is disclosed in the “Events after the relevant period” of this annual report.
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EXECUTIVE DIRECTORS

Mr. LIN Ye (M%), aged 57, was appointed as the chairman of the Board and an executive Director on 12
October 2018. Mr. Lin has extensive experience in corporate strategic planning, corporate team building and
cooperation, resources integration and launching projects. From 2006 to 2015, Mr. Lin served as a general
manager of Shenzhen Gutejia Rubber Products Co., Limited* (&I B4 EZBE R ER A R]) in which he was
responsible for implementing internal regulations and procedures in relation to human resources management
as well as monitoring corporate investment and financing activities. Since 2015, Mr. Lin has served as a general
manager of Shenzhen Qianli Junma Supply Chain Technology Co., Limited* (#IITh T 28 EHEBERFAERA
7)) in which he was responsible for supervising investment projects and implementing investment strategies.

Mr. Lin has also been appointed as an authorised representative of the Company.

Mr. AU Siu Chung (EJKE&) (“Mr. Au”), aged 38, was appointed as an executive Director on 23 June 2017.
He holds a bachelor of economics degree from the Chinese University of Hong Kong and a master degree of
Science in Corporate Governance and Compliance from the Hong Kong Baptist University. From July 2015
to February 2016, he worked as a key account manager at Leadway Production Company Limited. Since
February 2016, Mr. Au has been working as an accounting and administration manager at Sky Planner Limited,

a subsidiary of the Company.

Mr. Au is a member of each of the remuneration committee and the legal compliance committee, the

compliance officer and an authorised representative of the Company.

Ms. XIAO Yi Liao Ge (B EM) (“Ms. Xiao”), aged 26, was appointed as an executive Director on 26 January
2018. She obtained a bachelor degree of Art from Hubei Institute of Fine Arts (HIFA) (#1LE17EF%) in 2017.
Prior to joining the Group, Ms. Xiao worked as an eSports propagandist at Wuhan Blizzard Media Co., Ltd*
(RERRSEHEARE AT from November 2015 to March 2016. Ms. Xiao has been appointed as the vice
president at Shenzhen Yi Lan Kang Trading Co., Ltd* (&3ITx & Z 5 B R A 7)) since 2016 and is responsible
for domestic and export trade. Ms. Xiao has extensive experience in domestic and export trade, drawing and

designing brand images for outsourcers.

*

For identification purpose only
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Ms. KWONG Ka Ki (B &) (“Ms. Kwong”), aged 40, was appointed as an independent non-executive Director
on 15 March 2016. She holds a bachelor of arts (Hon) degree in accounting and finance from the Leeds
Metropolitan University and a Master Degree in Corporate Governance from The Hong Kong Polytechnic
University. Ms. Kwong is a fellow member of The Association of Chartered Certified Accountants, practising
member of the Hong Kong Institute of Certified Public Accountants, an associate member of The Hong Kong
Chartered Governance Institute and an associate member of The Chartered Governance Institute. Ms. Kwong
has over 18 years of experience in auditing, tax, professional accounting and internal control review of licensed
brokers. Ms. Kwong was an independent non-executive director of China Financial Leasing Group Limited
(stock code: 2312), the shares of which are listed on the Stock Exchange, from January 2014 to June 2014.
Ms. Kwong was also an independent non-executive director of Tonking New Energy Group Holdings Limited
(formerly known as JC Group Holdings Limited) (stock code: 8326), the shares of which are listed on the
GEM, from August 2014 to February 2015.

Ms. Kwong is the chairperson of the audit committee and the nomination committee, as well as a member of

each of the remuneration committee and the legal compliance committee of the Company.

Mr. YU Hua Chang (R#EE) (“Mr. Yu”), aged 47, was appointed as an independent non-executive Director on
26 January 2018. He obtained a bachelor’s degree from Nanchang College* (F & &5 ZRIE4) in 1995. Mr.
Yu is currently a vice general manager at Shenzhen Peng Yuan Fa Labor Sending Ltd.* (&38R 2% 45 75k
EABMAT]). Mr. Yu worked as a marketing specialist at Wing Fung Logistics Limited* (;k 2427 AR A &) from
August 1998 to March 2012 and as a general marketing manager at Ping An Property & Casualty Insurance
Company of China, Ltd.* (fBF 28 EREBAH AR A R]) from April 2012 to April 2016. Mr. Yu has extensive

experience in corporate communication and promoting corporate images to the public.
Mr. Yu is a member of each of the audit committee and the nomination committee of the Company.

Ms. GUO Liying (FPEE%) (“Ms. Guo”), aged 41, was appointed as an independent non-executive Director
on 21 May 2018. She obtained a bachelor’s degree of International Economics and Trade from Shantou
University (IIZEAZ) in June 2003. Prior to joining the Group, Ms. Guo has worked in Guangdong Mobile
Communications Co. Ltd* (BREB&:EAER A7) and China Security Technology Co., Ltd* (FF B Z[H# 1A
fR 2 F]). Since September 2014, she has been working as the chief executive officer of Shenzhen Qianhai SGT
Capital Management Group Co., Ltd* (&A1& FE@mE AR E R EEFRAF]). Ms. Guo has extensive experience

in project investment operation, enterprise management and marketing and sales.

Ms. Guo is the chairperson of each of the remuneration committee and the legal compliance committee, as

well as a member of each of the audit committee and the nomination committee of the Company.

*

For identification purpose only
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SENIOR MANAGEMENT

Mr. YUAN Shuang Shun (=RZIJE) (“Mr. Yuan”), aged 50, was appointed as vice president on 10 February
2021. Before that, Mr. Yuan has been the Executive Director of the Company since 1 December 2017. He
obtained a master of economics from Guangdong Academy of Social Sciences* (BRE T SRIERIIAE
B) in 2002. Prior to joining the Company, Mr. Yuan has been the vice president at Shenzhen Right & Sun
Investment Holding Co. Ltd* (RYIFHZEEHREFRELAR]) for more than 12 years. Mr. Yuan has extensive
experience in investment, private equity, corporate finance and capital markets. Mr. Yuan was also appointed
as an independent non-executive director of ISP Global Limited (stock code: 8487), the shares of which are
listed on the GEM, on 1 August 2020. Mr. Yuan has been re-designated from an independent non-executive

director to an executive director of ISP Global Limited with effect from 22 March 2021.

Mr. ZHANG Chen Zhi (|REXK) (“Mr. Zhang”), aged 41, was appointed as one of the chief operating officers
of the Group on 30 December 2020. Mr. Zhang has more than 10 years of experiences in the interior design
and construction industry in the PRC. From May 2000 to April 2008, Mr. Zhang worked in Rzer5EZBE
mAPR A7 (Dongguan Xianglong Plastic Products Company Limited*) with his last position as chief branch
officer. From April 2008 to October 2010, Mr. Zhang was a manager in 525,22 £fi/A 7] (Dongguan Hongfa
Decoration Company*), who was responsible for monitoring and management of the construction execution
works. From March 2011 to March 2020, Mr. Zhang worked in EMEME&BR AR EZE5H A5 (Guangzhou
Art Decoration Company Limited Nanning Branch®), with his last position as construction director. During this
period, Mr. Zhang participated in numerous engineering and construction projects for hotels, luxurious houses
and commercial buildings. Mr. Zhang joined the Group in April 2020 and since then served as the general

manager of the interior design and decoration business of the Group in the PRC.

Mr. LUO Jia Shun (EF/E) (“Mr. Luo”), aged 45, was appointed as one of the chief operating officers of
the Group on 11 June 2020. Mr. Luo has over 19 years of experience in the real estate industry in the PRC.
From 2001 to April 2010, Mr. Luo was a sales director of Shenzhen International Real Estate Consulting
Co., Ltd* (FYIEIBREHEZARMD B A7) and principally responsible for selling both new and second-hand
real estate properties in the PRC. From May 2010 to March 2017, Mr. Luo was a department manager of
Shenzhen Yunfang Network Technology Co., Ltd* (#JIITT ZFE 45 EHE HBR A 7)) and was principally responsible
for leasing and sale and purchase of commercial real estates. From April 2017 to May 2020, Mr. Luo was
a project deputy director of Xiamen Taicheng Group Company Limited* (EFiZRKEBARAF) and was
principally responsible for strategic development and operations management including lease renewal and
property management, as well as the planning, development and promotion of different projects, including a
commercial property project with six levels of commercial units and a total of 12,000 square meters.

*

For identification purpose only
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REPORT OVERVIEW

China All Nation International Holdings Group Limited along with its subsidiaries is pleased to present its
Environmental, Social and Governance (“ESG”) Report (the “Report”).

The Company is an investment holding company and its subsidiaries are principally engaged in (i) the
provision of civil engineering consulting and contracting services in Hong Kong, (ii) property sub-leasing and
management business in the PRC, (jii) interior design and decoration services in both Hong Kong and the
PRC, as well as (iv) commodity trading business in the PRC. Both offices in Hong Kong and in the PRC are
covered within this Report. However, since the Group started its commodity trading business in March 2021, it
is currently not financially material. Hence, this Report does not disclose the ESG performance of the Group’s
commodity trading business. We shall collect disclose relevant information once this segment becomes more
material. Unless otherwise specified, this Report covers the fiscal year from 1 August 2020 to 31 July 2021
(the “Reporting Period”).

The purpose of this Report is to disclose the Group’s ESG management approach and to provide stakeholders
with an overview of the Group’s efforts regarding ESG impacts arising from its key operations. All information
is prepared and published based on existing policies, practices, and official documents in an accurate, genuine,
and transparent manner. This Report is prepared in compliance with the “Mandatory Disclosure Requirements”
and the “Comply or explain” provisions of the Environmental, Social and Governance Reporting Guide (the
“ESG Guide”) under Appendix 20 of the GEM Listing Rules on the Stock Exchange, and adheres to the

following reporting principles:

This Report is structured based on the materiality of respective ESG issues,
which are further assessed and verified through the stakeholder engagement
Materiality exercise and materiality assessment. For more information, please refer to
the subsection “Materiality Assessment” under the section “Sustainability

Approach”.

This Report discloses environmental and social key performance indicators
(“KPIs”) in accordance with the ESG Guide. The social KPIs cover offices in
Quantitative Hong Kong and PRC, while the environmental KPIs only cover the main office in
Hong Kong as the PRC side is managed by a third-party property management

company and relevant data is not readily available.

This Report provides an unbiased overview of the Group’s ESG performance.

oL It discloses both achievements and room for improvements moving forward.
The reporting scope of this Report is the same as the preceding fiscal year.
Consistency There has been no changes to the calculation frameworks and methods, KPIs

used, or any other relevant factors.
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We welcome readers’ feedback on this Report and our approach to sustainability. If you have any comments
or suggestions, please share with us by:

Post Unit 2918, 29/F, Shui On Centre, 6—8 Harbour Road, Wan Chai, Hong Kong
Telephone (852) 3622-2953
Email feedback@allnationinternational.com

CORPORATE PROFILE

The Company is an investment holding company and its subsidiaries are principally engaged in (i) the provision
of contracting, project management and civil engineering consulting businesses in Hong Kong, (ii) property
sub-leasing and management business in the PRC, (iii) interior design and decoration services in both Hong
Kong and the PRC, as well as (iv) commodity trading business in the PRC.

Original Businesses

The Group mainly engages as a consultant, contractor and project manager in the following civil engineering
services:

° Engineering Consulting

Develop cost-effective structural and geotechnical engineering designs and provide site supervision

services for developers and contractors in private development and public work projects in Hong Kong.
o Contracting

Specialise in design-and-build projects in the foundation and related geotechnical works of various
property development and civil engineering projects in Hong Kong.

o Project Management

Provide technical advice on the planning of design submissions and supervision of the site works,
and assist foundation and geotechnical contractors in the overall planning and management of the
work schedules as well as the logistical arrangements of the workers, materials, machinery and other
resources required at work sites.
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Property Sub-Leasing and Management

In view of the high demand of small size offices in grade-A office buildings and the entry barrier for small
scale or start-up companies, the Group completed its acquisition of 100% equity interest in ZSGT* (%3
FRREEEIEAMR A7) in November 2018. The principal business is sub-leasing of office premises, which
can be further sub-categorised into three types, targeting different clientele:

o Sub-Leasing of Premises

Lease office premises at grade-A commercial buildings with stylish decoration at affordable price to
start-up and small-to-medium businesses.

o Sub-Leasing Management

Leverage the Group’s resources and research to provide potential premises and typical in-house
leasing services to those enterprises requiring national presence with a lower cost.

° Co-Work Space

Operate one rentable co-work space centre with auxiliary services located at the focal development
area for hi-tech and innovative businesses in Shenzhen.

Interior Design and Decoration

The Group’s in-house design department is responsible for providing interior design and decoration services
for private offices and residential properties, and other wide-ranging projects in Hong Kong and the PRC.
Its services also include the identification of suitable vendors and suppliers in providing resources and
services, including but not limited to fire safety equipment, air-conditioning and mechanical ventilation
systems, interior fitting out and electrical works.

Commodity Trading

During the Reporting Period, the Group commenced the commodity trading business by employing a
management team with relevant commodities trading experience. Moving forward, the Group will actively
engage with large-scale enterprises and state-owned enterprises as its reliable suppliers, aiming to bring
steady economic benefits to the Group.

# For identification purpose only
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During the Reporting Period, the Group generated a total revenue of approximately HK$166.9 million (2020:
approximately HK$188.4 million) from the aforementioned businesses. During the Reporting Period, the
COVID-19 pandemic continues to impact on the global economy. However, China’s economy has recovered
at a much faster pace than other countries. All the business segments of the Group, which mainly operated
in the PRC and Hong Kong, were slightly affected by the lockdowns and suspension of business activities in
2020. The Group is optimistic about various complementary segments it operates in both the PRC and Hong
Kong. Potential opportunities such as “Long Term Housing Strategies” and “Lantau Tomorrow” will revitalise
the civil engineering industry in the near future. Meanwhile, as the PRC government continues publishing
preferential policies to encourage innovation and start-up businesses, the number of start-up and small-to-

medium businesses, as well as the demands for grade-A office premises are expected to surge in the long run.

Looking ahead, in order to stabilise the source of revenue, improve overall profitability, and mitigate business
risks, the Group will maintain its effort to critically assess its existing business portfolio and make the necessary
adjustments to streamline its operations. It will focus with care on higher margin and faster growing businesses.
In order to sustain growth, the Group will continue to search for new investment opportunities to broaden its
business portfolio and enlarges its earnings base so as to bring satisfactory return to its shareholders and
stakeholders.

SUSTAINABILITY APPROACH

The concept of sustainability has evolved drastically in today’s civil engineering industry. The public concerns
go above and beyond minimum building codes to ensure that new construction works will not only be functional
and safe, but also energy-efficient, durable, and incorporate environmentally friendly materials sourced by
responsible suppliers that uphold sustainable business ethics. The Group’s sustainable expectations have been

extended to all stakeholders involved in the value chain of the civil engineering industry.

At the Group, sustainability is a focal point in every facet of our operations. Apart from a dedicated,
comprehensive and systematic ESG management approach from the Board, we actively invite our key
stakeholders such as shareholders and employees to contribute to our sustainable development. During the
Reporting Period, we developed a long-term ESG strategy and targets, conducted a stakeholder engagement
exercise and carried out materiality analysis to identify potential ESG issues. Supported by these varied
sustainability approaches, we strive to thrive as a model corporate who optimises economic and social values
in its business without compromising environmental resources in the civil engineering industry.

ESG Governance

The Board upholds the overall responsibility in overseeing, managing and formulating the Group’s ESG
management approach, strategy, and priorities. During the Reporting Period, in order to better identify, evaluate
and prioritise material ESG issues, the Board appointed an independent sustainability consultancy to assist
in the assessment and identification of material ESG issues, results of which were subsequently verified by
the Board.
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The Group adopts a three-tier risk management approach for evaluating ESG-related risks and opportunities,
while ensuring that appropriate and effective ESG risk management and internal control systems are in place.
All the potential business risks, including ESG-related risks, are preliminarily assessed and further managed
by the Group’s business units and finance department, as the first and second line of defence. Together with
the Audit Committee, the Board acts as the third line of defence to ensure that relevant risks are effectively
and constantly inspected and monitored.

With an aim of monitoring ESG performance and carrying out policy readjustment whenever possible, the
Board also has the responsibility to facilitate the development of and review the progress against ESG-related
goals and targets. Assisted by an independent sustainability consultancy, a set of environmental goals and
targets were set during the Reporting Period. The Board had reviewed and confirmed goals and targets that
are material to the Group’s sustainable development. For more information, please refer to the subsection
“Environmental Target” under the section “Protecting Our Environment”.

ESG Strategy

Establishing a sound ESG strategy (the “Strategy”) is essential for civil engineering and property sub-leasing
service providers, as it could be a cornerstone to refine this traditionally energy-intensive sector by governing
its operations in an eco-friendly manner. Apart from the environmental impacts directly generated by its energy-
intensive operations, the civil engineering industry also indirectly generates extrinsic social impacts through the
form of rehabilitation of public spaces, buildings and other infrastructure facilities. Hence, upholding an ESG
strategy that appropriately intertwines environmental and social value can catalyse civil engineering companies
to mitigate their environmental impacts, perfect their corporate governance whilst spreading sustainable value
to stakeholders and society.

The Group always strives to embed ethical, responsible, and sustainable factors into our businesses. During
the Reporting Period, we have developed a well-structured and well-communicated Strategy, aimed to
articulate the Group’s sustainability direction, as well as assure that sustainable development is considered
in every facet of the Group’s operations and business decisions. It also announces the Group’s commitment
to sustainable development and provides a clear framework for the Group in deploying resources, creating
impacts and communicating results.

The Strategy has been developed with three long-term areas of focus in mind, which are instrumental in
enabling the business to operate in a sustainable manner. These focus areas are Improving Our Business,
Caring for Our People and Protecting Our Environment. Within each of the focus areas are core principles
and pragmatic objectives to provide guidance on practicing sustainability in daily operations.
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Facilitate open communication with
suppliers  to  maintain  mutually
beneficial relationships

Strengthen management process to
continuously improve quality
assurance

Deliver sound  customer-oriented
services that fulfils their needs
Operate under high standard of
business ethics and integrity across
our operations

Improving
Our Business

Caring for
Our People

Create good working conditions and
a safe working environment

Uphold the principles of fairness and
equality during employment

Provide and assist in professional
staff training to foster career develop-
ment

Engage in community outreach that
create positive benefits and promote
the spirit of goodwill in society

Protecting
Our Environment

Optimise the usage of resources from
the evaluation of energy and water
patterns

Adopt mitigation measures  that
minimise the negative effect on the
environment

Develop a culture of environmental
awareness through the promotion of
environmentally-friendly practices
Abide by applicable environmental
regulations

Stakeholder Engagement

Possessing a complex stakeholder network, the Group endeavours to foster transparent, interactive, and
trustworthy connections with all stakeholders. We believe their interests, expectations and concerns intertwine
with our performance and sustainable development. During the Reporting Period, we continued to adopt
multiple channels to communicate with stakeholders. We also invited key stakeholder groups to take part in
the identification, assessment, and discussion of our material ESG issues. Moving forward, we shall maintain
long-term relationships with our stakeholders, and integrate their views and opinions into the Group’s business
activities and directions, so as to ultimately help us better align policies and strategies with consideration to
their interests and expectations.

Stakeholder Group Engagement Channel

Business Meetings
Shareholders and Investors

Correspondences

Employees
Performance Appraisal Meetings

Customers

Personal Contacts
Landlords

Site Visits
Lessees

Company Websites
Suppliers and Subcontractors
Annual and Interim Reports
Community
Announcements
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Materiality Assessment

In order to identify potential ESG issues that are material to the Group in an efficient and comprehensive
manner, we commissioned an independent sustainability consultancy to assist in the identification of material
ESG issues based on their importance to stakeholders as well as the Group’s business development. The
materiality assessment was conducted through online questionnaires, which contained a series of questions
assessing the importance of ESG issues that have potential impact on the Group. We believe that this exercise
allows us to understand the views of a variety of ESG issues from multiple perspectives. By analysing the
answers to open-ended questions, we can also understand the Group’s current sustainable development
performance and identify room for improvements, whilst ensuring the Group’s existing ESG practices, policies

and strategies align with stakeholder expectations.

Based on the following strategies, 12 material issues were identified.

Step 1 ° Internal benchmark (previous ESG reports of the Group)
Identification . External benchmark (ESG reports of industry peers)
° Online questionnaires

Online questionnaires were distributed to stakeholders across the Group.

° 6 members of the Board and senior management (“Management”) ranked

S 9 the importance of material issues towards the Group’s sustainable
ep

s development.
Prioritisation

° 7 members of general staff along with 3 members of customers (“Other
Stakeholders”) ranked the importance of material issues based on their

own preferences and expectations.

Step 3 The Board and Management confirmed and validated the list of material issues
Validation for disclosure in this Report.
S /| The Board and Management reviewed the material issues and matrix to ensure
e
R p a balanced view of the Group’s sustainable performance and stakeholder
eview

expectations.
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Based on the aforementioned approach, the 12 identified material issues were divided into three different
aspects. Their relative importance had been transformed into figures through calculations, and were further
plotted into a materiality matrix for easy understanding. Moving forward, the Group shall conduct this
assessment on an annual basis to ensure all potential and emerging ESG issues are managed in a timely

manner.
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4.80

Importance to Other Stakeholders

3.80

3.60
3.60 3.80 4.00 4.20 4.40 4.60 4.80 5.00

Importance to Sustainable Development at China All Nation
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Supply Chain Management

2 Product Quality Assurance 4.73
3 Customer Satisfaction 4.71
4 Business Conduct 4.68
5 Occupational Health and Safety 4.56
Caring for 6 Talents Recruitment and Retention 4.39
Our People 7 Training and Development 4.39
8 Community Engagement 3.95
9 Environmental Compliance 4.57
10 Environmental Impact Mitigation 4.24
11 Resource Consumption Management 4.68
12 Climate Change Adaptation 417

12

10

11

In order to determine the reporting structure for this Report, an average score was used to assess and

represent the general importance of three major aspects. The recommended reporting
with the average score of each aspect, which is shown below.

Improving Protecting

structure is consistent

Caring for

Our Business Our Environment Our People
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IMPROVING OUR BUSINESS

As a consultant, contractor, project manager as well as sub-leaser, the Group endeavours to continuously
improve our business. We believe a well-recognised business with a good reputation can expedite and sustain
our success. To this end, we uphold stringent requirements to deliver extraordinary products and services,
conduct business activities with maximum alignment to responsible, sustainable and ethical business codes,

as well as carry out rigorous management approaches toward our supply chain.

Product and Service

Being in diverse businesses enables the Group to deliver a variety of complementary products and services
to its clients. From consultative solutions, construction projects, to sub-leasing services, we treat each kind
of deliverable with the highest craftsmanship attitude. For our products, we endeavour to strengthen quality
control and quality assurance processes to continuously improve the overall quality. For our services, we
actively learn about customer’s needs to provide sound customer-oriented services that fulfil their expectations.

Original Businesses and Interior Design and Decoration

As the Group outsources relevant tasks to appropriate subcontractors, we apply strict quality requirements
for each subcontractor to ensure their work quality meets our expectations. Listed in our Standard Conditions
for Subcontractors Commitment, subcontractors must comply with the following issues to ensure maximum

quality of their construction works.

° Facilitate regular quality audits

° Submit certificate of origin and test report of materials and products to be used
° Provide materials delivery note to ensure the sources of origin and usage

° Submit construction reports for timely checking, recording and filing

° Attend site meetings with regards to quality issues

In the unlikely event of a delay in subcontractors’ projects, the Group can request the subcontractor to carry
out overtime work or mobilise additional resources to meet the target programme. If their works are found to
be substandard and not meeting the requirements of contract drawings and specifications, the Group shall
have the right to cancel the contract with the subcontractor and reappoint a new one to complete the works.
The subcontractor shall indemnify the Group for any loss suffered during its reappointment.

During the Reporting Period, the Group did not have any construction works recalled or suspended for safety

and health reasons.
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Property Sub-Leasing and Management

The Group carries out a comprehensive approach that refines and perfects each stage of its operation to
improve overall service quality. A feasibility study acts as our first step to carefully examine our sub-leasing
properties before leasing to clients. We carefully consider the following factors to make sure all potential
properties are in good condition, expecting clients’ need and able to be sub-leased with relatively long lease
terms.

Considerations for Potential Properties:

° Commercial development of the proposed district

o Availability of favourable government policies in support of commercial development

° Portfolio of the enterprises in the proximity

o Expected rental yield

° Lease term of the property

o Location and accessibility of the property

° Usage and physical condition of the property

o Estimated costs required for the renovation and/or refurbishment works

In order to ensure potential properties are in line with the Group’s sub-leasing strategy that focuses on
entrepreneurs, start-up businesses and small-to-medium enterprises, the Group conducts market research as
its second step quality assurance approach. Based on the analysis of geographic locations and other tenants
in the proximity of properties, it allows us to seek for potential sub-tenants in an accurate manner.

Prior to potential sub-leasing, we will conduct renovation and refurbishment for all sub-leasing properties for
consistent aesthetic and functions. Our customer services department will carry out regular site inspections
to ensure renovation processes are conducted in accordance with quality and safety procedures. Within the
leasing period, we will also continuously optimise the user experience and provide a list of value adding
services, including but not limited to:

° Offer repair, maintenance and renovation services

o Act as an agent between landlords and customers to establish efficient communications

o Other value-adding services

30 Annual Report 2020/21 CHINA ALL NATION INTERNATIONAL HOLDINGS GROUP LIMITED



ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

By providing one-stop comprehensive sub-leasing services, we believe it can help us maintain long-term
relationships with our sub-tenants by enhancing brand attractiveness and optimising rental affordability. During
the Reporting Period, we did not receive any material complaints regarding our property sub-leasing services.

Business Conduct

The Group aims to forge trustworthy and long-lasting relationships with its business partners. In doing so,
we carry out business activities in an ethical, sincere and open manner. Throughout the engagement with
subcontractors, sub-tenants, as well as other customers and partners, we uphold stringent principles to
educate our employees and refine our business conducts relating to anti-corruption, labour standards, and

information privacy and other rights.
Anti-Corruption

The Group believes in fairness and honesty in business dealings. All employees of the Group are required
to showcase their integrity and comply with ethical standards when conducting business activities. Without
the prior consent of the Board, employees are prohibited to accept any kinds of benefits such as gratuity,
loan, gift or favour from third parties. Acceptance of or solicitation for any such benefits will also result in
disciplinary actions by the Group.

We implemented a whistleblower programme that aims to encourage and enable employees to raise serious
concerns about possible improprieties in matters of financial reporting, compliance and other malpractices
at the earliest opportunity and in an appropriate way. If we receive any concerns raised by employees, a
responsible officer would be appointed to carry out further investigation. Employees who have raised concerns
would be informed of the handling details and results. Throughout the process, employees’ identities will not

be disclosed without prior consent.

During the Reporting Period, the Group has ensured compliance with the laws and regulations that are
considered significant to the Group, including but not limited to Anti-Money Laundering and Counter-Terrorist
Financing Ordinance (Cap. 615 of the Laws of Hong Kong), which provides for the imposition of requirements
relating to customer due diligence and record-keeping on specified financial institutions and designated
non-financial businesses and professions and other matters relating to anti-money laundering and counter-
terrorist financing. By continuously monitoring our employees’ business conduct through the aforementioned
whistleblowing policy, the Group was not aware of any non-compliance with relevant laws and regulations that

had a significant impact on the Group relating to bribery, extortion, fraud and money laundering.
Labour Standards

The Group strictly complies with relevant labour laws and regulations in Hong Kong and the PRC. Prior to the
hiring of all personnel, we thoroughly perform background checks. Candidates who fail to provide required
documents or under legal employment age will not be recruited.
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In the Original Businesses, we extend our requirements to all subcontractors. As outlined in the Group’s
established policy “Prevention From Employment of lllegal Immigrants Code”, hiring workers who fail to provide
valid working permits, identity cards or other relevant documents issued by respective regulatory bodies is
strictly prohibited. Our security guards and patrol squads conduct entrance and spot inspections to ensure

the working eligibility of workers on site.

In the unlikely event where any illegal worker is found, we shall notify the relevant subcontractor to carry out
further investigation in a timely manner, and request the relevant personnel to leave the construction site. We
also have the right to refer workers who fail to present their identification documents to the police.

During the Reporting Period, the Group has ensured compliance with the laws and regulations that are
considered significant to the Group, including but not limited to Employment Ordinance (Cap. 57 of the Laws
of Hong Kong), which provides for the protection of the wages of employees and the general conditions of
employment in Hong Kong. By appointing responsible groups to oversee the working eligibility of workers, the
Group was not aware of any non-compliance with relevant laws and regulations that had a significant impact
on the Group relating to preventing child and forced labour.

Privacy and Other Rights

The Group strives to safeguard and respect the privacy of its customers. We require employees to handle and
process confidential information including but not limited to customers’ personal information with due care.

Unauthorised disclosure may lead to disciplinary or legal actions.

We also pay great attention to intellectual property rights when providing interior design and decoration
services. The creations of the mind, including copyrights, patents, trademarks, and trade secrets are highly
preserved within our operation. Our design team collaborates closely with customers in tailor-making original
designs according to their specifications and indication of interests. At least three designs are prepared and

presented to our clients, subject to their comments and further amendments.

During the Reporting Period, the Group has ensured compliance with the laws and regulations that are
considered significant to the Group, including but not limited to Personal Data (Privacy) Ordinance (Cap. 486
of the Laws of Hong Kong), which protects the privacy of individuals in relation to personal data. By closely
monitoring our internal processes, the Group was not aware of any non-compliance with relevant laws and
regulations that had a significant impact on the Group relating to customer privacy and intellectual property

rights.
Supply Chain

Supply chain management is an indispensable and intricate process at the Group. We have different business
roles, each of which has a supply chain with unique focuses in respective industries. Nevertheless, we still
actively adopt different approaches to optimise our supply chains based on specific business features. For
the Original Businesses and interior design and decoration, we pay great attention to the health and safety
performance along its entire supply chain. For sub-leasing business, we focus on improving the market stability

of its supply chain.
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Original Businesses and Interior Design and Decoration

The Group pays great attention to the supply chain management of the Original Businesses and interior design

and decoration. With the aim to create a hazard-free supply chain, the Group has created strict regulations

on the health and safety responsibilities of subcontractors. In order to ensure a smooth operation in their own

working site, we formulated the following three-step engagement approach to select, evaluate, and manage

our subcontractors in a continuous manner. During the Reporting Period, we engaged 2 subcontractors and

157 subcontractors in the Original Businesses and interior design and decoration respectively.

Step 1
Selection

Step 2
Evaluation

Step 3
Management

Conducted by the General Manager or Project Manager, all subcontractors
are subject to a formal assessment on their health and safety matters
before they are selected to be eligible to tender for subcontract works

Only those who have obtained at least 60% of the total score in the
assessment form are qualified as approved subcontractors

Specific risk assessment and safety rules related to the subcontract work
will be further distributed to respective subcontractors

Following the selection procedure, the General Manager or Project
Manager is responsible for carrying out an evaluation of the safety
performance of subcontractors on a biannual basis

Safety topics such as rules and regulations, emergency plan, risk
assessment shall be explained with subcontractors in the Subcontract

Meeting prior to the work commencement

Further communication and coordination with subcontractors on health
and safety matters will be conducted in the Site Safety Committee
Meeting

Safety Warning Notice will be issued to subcontractors to ensure their
compliance of safety and health requirements on site

Apart from aforementioned engagement approaches, we have the Standard Conditions for Subcontractors

Commitment in place, which clearly states subcontractors’ operational conduct with regards to environmental

regulations, labour standards and other material ESG responsibilities. All subcontractors must comply with

these requirements throughout their operations.
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Furthermore, in promoting environmental preferable services, we prefer to engage with subcontractors who
operate in accordance with the ISO 14001:2004 Environmental Management System. We also formulated the
Subcontractors’ Responsibilities on Environmental Issues Policy. By requiring subcontractors to comply with
environmental regulations including but not limited to air emissions, wastes disposal, sewage treatment, noise
control, and resources consumption, we cooperate with them to ensure they fulfil relevant specifications and
statutory environmental requirements, and refine their construction methods to reduce negative impacts on

the environment.
Property Sub-Leasing and Management

In our sub-leasing and management business, increasing its reliability and stability whilst mitigating the market
risks among our supply chain is the Group’s focus. Our marketing department spares no effort to engage
its sub-tenants and landlords. Through our day-to-day interactions with them, we possess crucial user-lead
information serving as a cornerstone for our further market analysis. For more information, please refer to the

subsection “Product and Service” under this section.

Upon review and approval from the Management, the Group will conduct inspections and prepare sub-leasing
proposals to negotiate with landlords. In order to clearly define the responsibilities and obligations of one
another, factors such as rental level, rent-free period, and other lease terms will be fully communicated during

the negotiation.
PROTECTING OUR ENVIRONMENT

The Group is highly aware of its environmental responsibility, as it will inevitably generate environmental
impacts on surrounding neighbourhoods during construction activities. We actively explore each possibility
to mitigate our environmental impacts and in the long run, transform those negative impacts into positive
outcomes. Abiding by applicable environmental regulations serves as a keystone that enables us to develop
environmental awareness through the promotion of environmentally friendly practices. We also adopt mitigation
measures that minimise the negative impacts on the environment, whilst optimising the usage of resources

from the evaluation of energy and water use patterns.
Resource Consumption
Construction Site

Resources including construction materials, electricity and water are consumed on construction sites. We
did not encounter any issue in sourcing resources. By adopting the following guidelines, the Group strives
to educate our employees and subcontractors to consume resources in a responsible manner. This not only
helps the Group to control its operational cost, but most importantly, enhances the ideology of responsible
consumption and facilitates the development of sustainable development in the long term.
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Resource Consumption Guidelines

Materials

Electricity

Water

Office

Use environmentally friendly materials as far as reasonably practicable

Order appropriate amount of materials with proper control and
documentation on material flow

Utilise and handle materials in a proper manner to avoid wastage

Store surplus materials in specific areas to prevent deterioration

Set air-conditioner temperature above 22T whenever possible

Switch off unused equipment, machines, air-conditioners and unnecessary

lighting after working hours

Post energy saving reminders in areas of power supply points

Turn off water supply when not in use and adjust flow to minimum rate
Reuse wastewater for general cleaning whenever practicable

Post water saving reminders in areas of water supply points

The primary resources used by the Group in the office include electricity and water. By analysing our

consumption pattern, we developed the following guidelines to minimise our resource consumption:

Resource Consumption Guidelines

Paper

Electricity

Water
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Maintain printers on a regular basis

Encourage employees to print only when necessary

Use only LED, T5 or compact fluorescent lamp with energy labels

Assign employees to turn off lights when it was not in use or after office
hours

Maintain all electrical appliances such as lamps, computers, water
dispenser, fridges and fans on a regular basis

Encourage employees to lower the brightness of their monitor screen

Maintain and clean water dispensers, taps and pipes on a regular basis

Repair all external and internal leaks in a timely manner
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Environmental Impact
Construction Site

As a contractor who offers services in the Original Businesses and interior design and decoration industry,
we actively identify all possible impacts during our operations and establish corresponding guidelines that

navigate us to work in a safe and eco-friendly manner.

Impact Mitigation Measures

o Install site hoarding, effective dust screens, sheeting and netting if necessary
° Establish suitable haul road routing and site entrances to minimise dust generation
Air ° Cover stockpile materials by tarpaulin and shorten the storage time of materials
on site
o Provide vehicle washing facilities at all site exits to wash away any dusty materials

before leaving the site

° Schedule the construction activities within 7AM to 7PM on weekdays

o Adopt quiet powered mechanical equipment on site

Noise . Install noise barriers or enclosures on site

° Liaise with nearby neighbourhoods to schedule a better arrangement of the noisy
works

° Identify wastewater discharge points before the commencement of works

o Provide suitable site drainage facilities such as temporary ditches, draining pipes
and culverts to prevent discharge of surface runoff into foul sewers or storm
drains

Sewage

° Clean and remove the settled sediments in the site drainage system on a regular
basis

° Provide wheel washing facility at all site exits to prevent direct discharge of
wastewater to storm drains

Non Construction Waste

° Clean all work areas to remove general litter and refuse on a regular basis

° Hire professional waste collector to collect general waste and litter from sites for
proper disposal

° Prohibit burning of refuse at any construction sites

Solid Waste

Construction Waste

° Apply different handling strategies of storing, transporting and disposing of
different types of wastes

° Provide separate containers for inert and non-inert wastes

° Hire licensed collector to conduct regular waste collections
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We also extend our environmental protection commitments and requirements to our subcontractors. For more

information, please refer to the subsection “Supply Chain” under the section “Improving Our Business”.
Office

The back offices mainly provide administrative support as well as professional services. They generate
relatively limited impacts on the environment under the office-based scenario. Nevertheless, we still develop
corresponding mitigation measures towards different material aspects in our daily operations. By encouraging
our employees to comply with the following guidelines, we aim to realise green office practices with minimum

environmental impacts.

Impact Mitigation Measures

° Replace or prohibit the use of ozone-depleting substances in air-
Ozone Layer . i o
conditioners and fire extinguishers

° Discharge domestic sewage into public sewers

Sewage . Prohibit the discharge of effluent other than domestic sewage into foul

sewers

o Reuse waste materials and return to suppliers for recycling

° Pack and tighten up wastes that produce visual impact and odour
Waste nuisance before dumping
° Maintain printers and fax machines on a regular basis to minimise waste
paper
° Utilise a designated area to collect office wastes and recyclables
Waste ° Monitor the generation of office wastes
° Share waste collection records and progress to relevant stakeholders

During the Reporting Period, the Group has ensured compliance with the laws and regulations that are
considered significant to the Group, including but not limited to Air Pollution Control Ordinance (Cap. 311 of
the Laws of Hong Kong), which provides for abating, prohibiting and controlling pollution of the atmosphere.
By promoting mitigation guidelines in both construction sites and offices, the Group was not aware of any
non-compliance with relevant laws and regulations that had a significant impact on the Group relating to
air and greenhouse gas emissions, discharges into water and land, and generation of hazardous and non-
hazardous waste.
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Climate Change

Extreme weather events and sea level rise are becoming more frequent as a result of climate change. The
urgency for each enterprise to leverage its advantages and response to climate change is emerging. Since
the industrial revolution, greenhouse gas (“GHG”) has been deemed as the primary factor that contributes to
the unstoppable global warming situation. In order to transition into a low carbon economy, companies must
start developing a comprehensive methodology to identify their carbon footprints and thereby mitigate GHG
emissions.

The Group understands its responsibility and is dedicated to minimising its GHG emissions whilst seizing
opportunities to help society achieve a low carbon lifestyle through its innovative civil engineering services.
During the Reporting Period, our GHG emission mainly derived from the consumption of purchased electricity,
and we did not have any direct emission source. In order to minimise our GHG emissions, we actively comply
with our green office practices in electricity consumption. For more information, please refer to the subsection
“Resource Consumption” under this section.

Apart from emission control, we also increase our resilience towards climate change from another angle. In
order to assess climate-related risks in an efficient manner, we ensure all potential risks including climate-
related risks are preliminarily assessed and further managed through our three-tier risk management approach.
The Board and relevant committees will also carry out inspections towards the identified risks and determine
if the corresponding strategy needs to be further adjusted.

Original Businesses and Interior Design and Decoration

During summers, our operational locations are prone to be affected by acute physical risks such as extreme
weather conditions. To protect our employees and subcontractors’ safety in construction sites as well as back
offices, we establish special working arrangements on the occasions of typhoons and rainstorms. Abiding
by relevant regulations of the Labour Department, all employees are not required to report for duty and
construction activities shall be halted under certain circumstances.

Property Sub-Leasing and Management

The Group is currently developing climate change policy for sub-leasing business. Moving forward, we will
integrate climate-related risk assessment into our sub-leasing management business. To minimise transition
risks, we will enhance the identification process towards our prospective customers, by adopting a more
thorough examination and assessment towards those who are involved in carbon intensive sectors. Meanwhile,
in order to avoid potential financial loss, we will also avoid sourcing properties in areas that are vulnerable
to frequent and severe climate events.
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Environmental Target

Constant monitoring and evaluation of environmental KPIs are crucial to assess the Group’s performance in
environmental protection. During the Reporting Period, we contracted an independent sustainability consultancy
to assist us in setting environmental targets for back office in Hong Kong. The following targets serve as
periodical checkpoints for the Group’s environmental protection commitments. Moving forward, we shall
conduct a gap analysis that reviews our environmental performance and goals on an annual basis to align

our operation with the environmental targets.

Aspect Target

° By 2023, reduce absolute GHG emissions (Scope 1 & 2) by 65%,
compared to a 2018/19 baseline

GHG Emissions

° By 2023, make sure at least 30% of newly purchased electric appliances

in offices are those with energy-saving labels
Energy Consumption
° By 2023, reduce absolute energy usage by 70%, compared to a 2018/19

baseline

CARING FOR OUR PEOPLE

The Group treats its people as the most valuable asset. We strive to foster a healthy and safe workplace in
our construction sites and offices, reach diversified and inclusive employment practices, as well as provide
attractive benefits and tailor-made training programmes for all employees’ long term development. By
intertwining our people with surrounding communities, we actively engage with them to realise efficient and

effective engagement on both employment and community level.

Occupational Health and Safety

Creating good working conditions and a safe working environment is the Group’s first priority. We adopt
specified safety guidelines for construction sites and offices practices, as we understand there are different
focuses and material aspects on these two scenarios.

Original Businesses and Interior Design and Decoration

As a contractor, the Group is concerned with the wellbeing of both its own employees and its subcontractors’
employees at construction sites. Communicated in our Staff Handbook, our employees need to be aware of
the Group’s fire precautions instruction, including understandings on the use of fire extinguishers, fire escape
routes in the workplace, and other emergency responses when encountering a fire.
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During the Reporting Period, Hong Kong was still under the epidemic of coronavirus disease 2019 (“COVID-19”).
In order to maintain workplace hygiene and prevent potential infections, we require employees to wear masks
in the office. If employees notice any unsafe conditions such as feeling sick or being injured at work, they are
encouraged to report relevant cases to their Technical Directors or Managers immediately.

We established the Safety Rules for our subcontractors with an aim to align their occupational safety
performance with the Group’s requirements. As outlined in the policy, subcontractors are expected to meet

the following requirements:
o Submit safety plans, method statements, risk assessments and other safety related documents prior
to work commencement

° Equip employees with personal protective equipment including but not limited to safety helmets, safety
footwear, independent lifelines, and breathing apparatus in performing onsite duties

° Store tools, machines, materials and other dangerous or chemical substances in a safe place and

post warning notices or labels if necessary

° Install fire extinguishers at the site and keep ventilated at all times
° Report injuries and submit all the particulars of the injured person to the site agent of contractor for
record

In order to continually monitor and assess the occupational safety performance of subcontractors, the Group
will conduct regular site safety meetings and inspections, as well as evaluate subcontractors with a score-
deduction system. Any negligence or violation of safety rules may lead to suspension of tendering qualification

or early contract termination.

Property Sub-Leasing and Management

To realise a healthy and safe office-based operation, the Group complies with the following occupational health
and safety practices. Our Staff Handbook also outlines the occupational health and safety code for employees,
including but not limited to the aspects of personal hygiene maintenance, fire safety, and emergency response.

° Maintain an air exchange rate that meets standard requirements

o Maintain a good hygiene condition of washrooms and pantries

° Empty garbage bins and replace garbage bags in a daily basis

° Disinfect public areas on a regular basis

° Close down common areas where possible (including break rooms, kitchens, lounge areas)

° Test and certify all fire control equipment on a regular basis

° Collect the emergency contact of all employees and create emergency contact list
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During the Reporting Period, the Group has ensured compliance with the laws and regulations that are
considered significant to the Group, including but not limited to Occupational Safety and Health Ordinance
(Cap. 509 of the Laws of Hong Kong), which ensures the safety and health of persons when they are in their
workplace. By formulating and adhering to the aforementioned safety policies in construction sites and offices,
the Group was not aware of any non-compliance with relevant laws and regulations that had a significant

impact on the Group relating to occupational health and safety.
Employment Practice

Attracting potential talents and providing them a prospective career path is a cornerstone for the Group to
deliver professional, innovative and reliable services. We rigorously recruit candidates who are deemed to match
our expectations. By offering a comprehensive remuneration package and up-to-date training programmes, we

aim to maximise employees’ satisfaction whilst accomplishing a greater business as a whole.
Recruitment and Remuneration

The Group is dedicated to ruling out discrimination in the recruitment and promotion process during
employment. We only engage employees and candidates based on their work and interview performance,
and ensure they are entitled to equal opportunities, regardless of nationality, race, gender, sexual orientation,
age, marital status and religious beliefs. Only those who pass our interview assessment, and promptly submit
necessary identification documents such as academic certificates and qualifications can be recruited. Employee
salaries and positions will be adjusted appropriately depending on the Group’s operations and the results of
individual employee assessments.

We have an incentive remuneration policy in place. Apart from the basic remuneration and benefits such as
basic salary, statutory holidays, mandatory provident fund scheme, annual leave, sick leave, and maternity
leave, all employees are entitled to additional benefits including performance-related discretionary bonuses and
overtime allowance. In the PRC, the Group also adopts the principle of equal pay for equal work ([& T [R#H),
which is to determine employees’ salary based on the complexity of the positions, the required professional

skills, and contributions to the Group.

During the Reporting Period, the Group has ensured compliance with the laws and regulations that are
considered significant to the Group, including but not limited to Employment Ordinance (Cap. 57 of the Laws
of Hong Kong), which provides for the protection of the wages of employees and the general conditions of
employment in Hong Kong. By reviewing recruitment process as well as remuneration and benefit package
on a regular basis, the Group was not aware of any non-compliance with relevant laws and regulations that
had a significant impact on the Group relating to compensation and dismissal, recruitment and promotion,
working hours, rest periods, equal opportunity, diversity, anti-discrimination, and other benefits and welfare.
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Training and Development
Original Businesses and Interior Design and Decoration

Equipping with sufficient occupational and technical knowledge is essential for our employees to achieve
a smooth operation in construction sites. In order to ensure the efficiency of our projects, whilst assisting
them to become industrial professionals and facilitate their career development in the industries, we carry out

appropriate training for different purposes.

Safety Training

Employees who work on construction sites shall attend safety induction sessions arranged by our officers

before commencing work on construction sites.
° Potential hazards of works

o Principles of accident prevention

° Emergency preparedness

o Safety in the formation and excavation

° Lifting and handling

o Personal protective equipment

o Safety in scaffolds

o Working platforms and ladders

o Control of construction wastes

Property Sub-Leasing and Management

The Group aims to provide employees with diversified knowledge that is not confined to their own career
purpose. We have established varied programmes since the first day they joined the family, including induction
training, position training, and other training covering different aspects of work and life. Subject to the results of
the annual performance review, existing employees also have the chance to take on additional skills workshops

or programmes to enhance their work performance.
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Induction Training

The Human Resources Administration Centre (A JJfTE{H L)) introduces corporate history, culture as well
as policies and regulations to new recruits, with an aim to help them adapt to the working environment
in a timely manner.

Position Training

The head of department provides employees with specific training on the position duties and relevant skill
sets, so as to clarify the job responsibilities and align employee performance with the position requirements.

Other Training

o Basic Knowledge Training on Social Insurance and Provident Fund
o Mentality Training

o Knowledge Training on COVID-19 Control and Prevention

Communication and Engagement

We actively promote employee communication and community engagement, as we believe that positive,
transparent and sincere connections with people and communities nearby would conversely align the Group’s
business direction and market insight with the latest development of commercial society.

Original Businesses and Interior Design and Decoration

The Group established grievance procedures for employees to directly raise their opinion, advice, and
grievance regarding employment to the Board for further solutions. To keep abreast of the latest business
and operation circumstances of the Group, employees can access internal notices issued by the Board and
different business units. We also hold performance reviews on an annual basis, aimed to provide employees
and the Management an opportunity to engage in open conversation with regards to their performance, career
development and areas for improvements.

As a responsible constructor, we extend our concerns to the surrounding communities and intertwine our
business development with their wellbeing. We strive to operate in an eco-friendly manner, so as to minimise
the adverse environmental impacts on our neighbourhoods. For more information, please refer to the section
“Protecting Our Environment”.

Property Sub-Leasing and Management

The Group established the Employee Relationship Management policy at sub-leasing and management office,
which encompasses a list of rewards and punishment guidelines. We encourage socially responsible, ethical
and well-mannered behaviours while penalising social misconduct, such as irresponsible dumping acts and
indoor smoking. In order to maintain a tight connection with employees and increase their team-working ability,
we also organised a team building activity during the Reporting Period. Moving forward, we would also explore
other team building events to enhance employee communication and engagement through varied methods.
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LAWS AND REGULATIONS

The Group is committed to complying with national and regional laws and regulations to safeguard the interests
of all stakeholders. The following table communicates all relevant laws and regulations that we have rigorously

adhered to, within our business, the environment, as well as our people and community.

Improve Our Business

o Anti-Money Laundering and Counter-Terrorist Financing Ordinance (Cap. 615 of the Laws of Hong
Kong)

o Companies Ordinance (Cap. 622 of the Laws of Hong Kong)
° Prevention of Bribery Ordinance (Cap. 201 of the Laws of Hong Kong)
o Personal Data (Privacy) Ordinance (Cap. 486 of the Laws of Hong Kong)

Protecting Our Environment

° Air Pollution Control Ordinance (Cap. 311 of the Laws of Hong Kong)
o Noise Control Ordinance (Cap. 400 of the Laws of Hong Kong)
° Waste Disposal Ordinance (Cap. 354 of the Laws of Hong Kong)

Caring for Our People

o Employment Ordinance (Cap. 57 of the Laws of Hong Kong)

o Employees’ Compensation Ordinance (Cap. 282 of the Laws of Hong Kong)

o Minimum Wage Ordinance (Cap. 608 of the Laws of Hong Kong)

° Mandatory Provident Fund Schemes Ordinance (Cap. 485 of the Laws of Hong Kong)

o Occupational Safety and Health Ordinance (Cap. 509 of the Laws of Hong Kong)

o Employment Promotion Law of the People’s Republic of China
° Labour Law of the People’s Republic of China
o Labour Contract Law of the People’s Republic of China

° Regulation on Public Holidays for National Annual Festivals and Memorial Days

~
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KPIS SUMMARY

Environmental KPls

KPIs Total Hong Kong

GHG Emissions!

GHG Emissions (Scope 2) tCO,e~ 3.98 3.98 -
GHG Emissions (Total) tCO,e~ 3.98 3.98 -
GHG Emissions Intensity By FTE tCO,e—/Person 0.09 0.44 -
Electricity Usage kWh 5,612.60 5,612.60 —
Energy Usage MJ 20,205.36 20,205.36 -
Energy Usage Intensity By FTE MJ/Person 449.01 2,245.04 -
Paper Usage Tonnes 0.24 — 0.24
Paper Usage Intensity By FTE Tonnes/Person 0.01 - 0.01

! The quantification methodology is based on the following standards:

o Guidelines to Account for and Report on Greenhouse Gas Emissions and Removals for Buildings (Commercial,
Residential or Institutional Purposes) in Hong Kong *
o The Greenhouse Gas Protocol: A Corporate Accounting and Reporting Standard

o Hong Kong Electric Investments Sustainability Report 2020
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Social KPIs

KPls Unit Total Hong Kong PRC

Total Workforce

Total Workforce Person 45 9 36
Workforce By Gender

Male Person 19 4 15
Female Person 26 5 21

Workforce By Employment Level

Senior Level Person 10 7 3
Intermediate Level Person 16 2 14
General Level Person 19 0 19

Workforce By Age Group

<30 Person 21 1 20
30-40 Person 15 4 11
41-50 Person 7 2 5
>50 Person 2 2 0

Workforce By Geographical Region
PRC Person 36 0 36

Hong Kong Person 9 9 0

Total Turnover Rate

Total Turnover Rate % 81.82 36.36 96.97
Turnover Rate By Gender

Male % 88.37 66.67 96.77
Female % 75.56 0.00 97.14

Turnover Rate By Age Group

<30 % 150.00 0.00 158.82
30-40 % 26.67 22.22 28.57
41-50 % 35.29 66.67 18.18
>50 % 80.00 40.00 N/A

Turnover Rate By Geographical Region
PRC % 96.97 N/A 96.97
Hong Kong % 36.36 36.36 N/A
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KPIs Total Hong Kong

Occupational Health and Safety

Work-Related Fatalities? Case(s) 0 0 0
Lost Days Due To Work Injury Day(s) 0 0 0

Training and Development

Percentage of Employees Trained By Gender

Male % 0.00 0.00 0.00
Female % 3.85 20.00 0.00

Percentage of Employees Trained By Employment Level

Senior Level % 10.00 14.29 0.00
Intermediate Level % 0.00 0.00 0.00
General Level % 0.00 N/A 0.00

Average Training Hours By Gender
Male Hour(s) 0.00 0.00 0.00
Female Hour(s) 0.38 2.00 0.00

Average Training Hours By Employment Level

Senior Level Hour(s) 1.00 1.43 0.00
Intermediate Level Hour(s) 0.00 0.00 0.00
General Level Hour(s) 0.00 N/A 0.00

Supply Chain

Suppliers By Geographical Region

Hong Kong No. 8 8 0
PRC No. 346 0 346

Product and Service

Products Recall Rate for Safety and
Health Reasons % 0 0 0

Products and Service Related
Complaints Case(s) 0 0 0

Anti-corruption

Concluded Legal Cases Regarding
Corrupt Practices Case(s) 0 0 0

2 There were no reported cases during FY 2018/19 and FY 2019/20.
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STOCK EXCHANGE ESG GUIDE CONTENT INDEX

Aspects, General
Disclosures and KPIs Description Relevant Chapter or Explanation

Mandatory Disclosure Requirements

Governance Structure

A statement from the board containing the following elements:  Sustainability Approach
i) a disclosure of the board’s oversight of ESG issues; — ESG Governance
i) the board’s ESG management approach and strategy, — ESG Strategy
including the process used to evaluate, prioritise and
manage material ESG-related issues (including risks to the
issuer’s businesses); and
iii) how the board reviews progress made against ESG-related
goals and targets with an explanation of how they relate
to the issuer’s businesses.
Reporting Principles
A description of, or an explanation on, the application of the Report Overview
following Reporting Principles in the preparation of the ESG
Report: Sustainability Approach
— Stakeholder Engagement
Materiality: The ESG report should disclose: () the process — Materiality Assessment
to identify and the criteria for the selection of material ESG
factors; (i) if a stakeholder engagement is conducted, a KPIs Summary
description of significant stakeholders identified, and the — Environmental KPIs
process and results of the issuer’s stakeholder engagement.

Quantitative: Information on the standards, methodologies,
assumptions and/or calculation tools used, and source of
conversion factors used, for the reporting of emissions/energy
consumption (where applicable) should be discussed.

Consistency: The issuer should disclose in the ESG report any
changes to the methods or KPIs used, or any other relevant
factors affecting a meaningful comparison.

Reporting Boundary

A narrative explaining the reporting boundaries of the ESG Report Overview
report and describing the process used to identify which

entities or operations are included in the ESG report. If there is

a change in the scope, the issuer should explain the difference

and reason for the change.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

Disclosures and KPIs Description

“Comply or explain” Provisions

A. Environmental
Aspect A1: Emissions

General Disclosure

KPI A1.1

KPI A1.2

KPI A1.3

KPI A1.4

KPI A1.5

KPI A1.6

Information on:

(@) the policies; and

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

relating to air and greenhouse gas emissions, discharges

into water and land, and generation of hazardous and non-

hazardous waste.

The types of emissions and respective emissions data.

Direct (Scope 1) and energy indirect (Scope 2) greenhouse gas
emissions (in tonnes) and, where appropriate, intensity (e.g. per
unit of production volume, per facility).

Total hazardous waste produced (in tonnes) and, where
appropriate, intensity (e.g. per unit of production volume, per
facility).
Total non-hazardous waste produced (in tonnes) and, where
appropriate, intensity (e.g. per unit of production volume, per
facility).

Description of emissions target(s) set and steps taken to
achieve them.

Description of how hazardous and non-hazardous wastes are
handled, and a description of reduction target(s) set and steps
taken to achieve them.
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Relevant Chapter or Explanation

Protecting Our Environment
— Environmental Impact
— Climate Change

Laws and Regulations

The Group did not have any air
emissions source.

Protecting Our Environment
— Environmental Impact
— Climate Change

KPIs Summary
— Environmental KPIs

The Group did not generate any
hazardous waste.

The Group’s non-hazardous waste
documentary
development. We shall
and disclose relevant data moving

system is under
record

forward.

Protecting Our Environment
— Environmental Target

Protecting Our Environment
— Environmental Impact

The Group’s did not set any waste

reduction target, as it is considered
insignificant to the Group’s operation.
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Aspects, General

Disclosures and KPIs Description

“Comply or explain” Provisions

Relevant Chapter or Explanation

A. Environmental

Aspect A2: Use of Resources

General Disclosure

KPI A2.1

KPI A2.2

KPI A2.3

KPI A2.4

KPI A2.5

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

Direct and/or indirect energy consumption by type (e.g.
electricity, gas or oil) in total (kWh in ’000s) and intensity (e.g.
per unit of production volume, per facility).

Water consumption in total and intensity (e.g. per unit of
production volume, per facility).

Description of energy use efficiency target(s) set and steps
taken to achieve them.

Description of whether there is any issue in sourcing water
that is fit for purpose, water efficiency target(s) set and steps
taken to achieve them.

Total packaging material used for finished products (in tonnes)
and, if applicable, with reference to per unit produced.

Aspect A3: The Environment and Natural Resources

General Disclosure

KPI A3.1

Policies on minimising the issuer’s significant impacts on the
environment and natural resources.

Description of the significant impacts of activities on the
environment and natural resources and the actions taken to
manage them.

Aspect A4: Climate Change

General Disclosure

KPI A4.1
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Policies on identification and mitigation of significant climate-
related issues which have impacted, and those which may
impact, the issuer.

Description of the significant climate-related issues which have
impacted, and those which may impact, the issuer, and the
actions taken to manage them.

Protecting Our Environment
— Resource Consumption

KPIs Summary
— Environmental KPIs

The Group did not
water consumption record, as it is
managed by a third-party property
management company.

have any

Protecting Our Environment
— Environmental Target

Protecting Our Environment
— Resource Consumption

The Group’s did not set any water
efficiency target, as relevant data
is not available and it is considered
insignificant to the Group’s operation.

The Group did not consume any
packaging material.

Protecting Our Environment
— Resource Consumption
— Environmental Impact

Protecting Our Environment
— Resource Consumption
— Environmental Impact

Protecting Our Environment
— Climate Change

Protecting Our Environment
— Climate Change
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Aspects, General
Disclosures and KPIs Description

“Comply or explain” Provisions
B. Social

Employment and Labour Practices
Aspect B1: Employment

General Disclosure Information on:
(a) the policies; and
(b) compliance with relevant laws and regulations that have a
significant impact on the issuer
relating to compensation and dismissal, recruitment and
promotion, working hours, rest periods, equal opportunity,
diversity, anti-discrimination, and other benefits and welfare.

KPI B1.1 Total workforce by gender, employment type, age group and
geographical region.

KPI B1.2 Employee turnover rate by gender, age group and geographical
region.

Aspect B2: Health and Safety
General Disclosure Information on:
(a) the policies; and
(b) compliance with relevant laws and regulations that have a
significant impact on the issuer
relating to providing a safe working environment and protecting
employees from occupational hazards.

KPI B2.1 Number and rate of work-related fatalities occurred in each of
the past three years including the reporting year.

KPI B2.2 Lost days due to work injury.

KPI B2.3 Description of occupational health and safety measures
adopted, and how they are implemented and monitored.

Aspect B3: Development and Training

General Disclosure Policies on improving employees’ knowledge and skills for
discharging duties at work. Description of training activities.

KPI B3.1 The percentage of employees trained by gender and employee
category (e.g. senior management, middle management).

KPI B3.2 The average training hours completed per employee by gender
and employee category.
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Relevant Chapter or Explanation

Caring for Our People
— Employment Practice (Recruitment
and Remuneration)

Laws and Regulations

KPIs Summary
— Social KPIs

KPIs Summary
— Social KPlIs

Caring for Our People
— Occupational Health and Safety

Laws and Regulations

KPls Summary
— Social KPIs

KPIs Summary
— Social KPIs

Caring for Our People
— Occupational Health and Safety

Caring for Our People

— Employment Practice (Training
and Development)

KPIs Summary

— Social KPlIs

KPls Summary
— Social KPIs
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Aspects, General

Disclosures and KPIs Description

“Comply or explain” Provisions

B. Social

Employment and Labour Practices

Aspect B4: Labour Standards

General Disclosure

KPI B4.1

KPI B4.2

Operating Practices

Information on:

(a) the policies; and

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

relating to preventing child and forced labour.

Description of measures to review employment practices to
avoid child and forced labour.

Description of steps taken to eliminate such practices when
discovered.

Aspect B5: Supply Chain Management

General Disclosure

KPI B5.1

KPI B5.2

KPI B5.3

KPI B5.4
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Policies on managing environmental and social risks of the
supply chain.

Number of suppliers by geographical region.

Description of practices relating to engaging suppliers, number
of suppliers where the practices are being implemented, and
how they are implemented and monitored.

Description of practices used to identify environmental and
social risks along the supply chain, and how they are
implemented and monitored.

Description of practices used to promote environmentally
preferable products and services when selecting suppliers,
and how they are implemented and monitored.

Relevant Chapter or Explanation

Improving Our Business
— Business  Conduct

Standards)

Laws and Regulations

Improving Our Business
— Business  Conduct

Standards)

Improving Our Business
— Business Conduct

Standards)

Improving Our Business
— Supply Chain

KPIs Summary

— Social KPlIs
Improving Our Business
— Supply Chain

Improving Our Business
— Supply Chain

Improving Our Business
— Supply Chain

(Labour

(Labour

(Labour
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Disclosures and KPIs Description

“Comply or explain” Provisions
B. Social

Operating Practices

Aspect B6: Product Responsibility

General Disclosure

KPI B6.1

KPI B6.2

KPI B6.3

KPI B6.4

KPI B6.5

Information on:

(a) the policies; and

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

relating to health and safety, advertising, labelling and privacy

matters relating to products and services provided and

methods of redress.

Percentage of total products sold or shipped subject to recalls
for safety and health reasons.

Number of products and service related complaints received
and how they are dealt with.

Description of practices relating to observing and protecting
intellectual property rights.

Description of quality assurance process and recall procedures.

Description of consumer data protection and privacy policies,
and how they are implemented and monitored.

Aspect B7: Anti-corruption

General Disclosure

KPI B7.1

KPI B7.2

KPI B7.3

Information on:

(@) the policies; and

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

relating to bribery, extortion, fraud and money laundering.

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

Description of preventive measures and whistle-blowing
procedures, and how they are implemented and monitored.

Description of anti-corruption training provided to directors
and staff.
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Relevant Chapter or Explanation

Improving Our Business

— Product and Service

— Business Conduct (Privacy and
Other Rights)

KPIs Summary
— Social KPIs

KPIs Summary
— Social KPlIs

Improving Our Business
— Business Conduct (Privacy and
Other Rights)

Improving Our Business
— Product and Service

Improving Our Business
— Business Conduct (Privacy and
Other Rights)

Improving Our Business
— Business Conduct (Anti-Corruption)

KPIs Summary
— Social KPIs

Improving Our Business
— Business Conduct (Anti-Corruption)

The Group had provided anti-
corruption training to directors and
staff in previous fiscal years. Due
to COVID-19, we did not provide
updated training to directors and
staff during the Reporting Period.
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Aspects, General
Disclosures and KPIs Description

“Comply or explain” Provisions

Relevant Chapter or Explanation

Community
Aspect B8: Community Investment

General Disclosure Policies on community engagement to understand the needs
of the communities where the issuer operates and to ensure
its activities take into consideration the communities’ interests.

KPI B8.1 Focus areas of contribution (e.g. education, environmental
concerns, labour needs, health, culture, sport).

KPI B8.2 Resources contributed (e.g. money or time) to the focus area.

Caring for Our People
— Communication and Engagement

Due to COVID-19, the Group did not
engage in any community activity.
We shall consider gathering efforts to
engage them directly moving forward.
Due to COVID-19, the Group did not
engage in any community activity.
We shall consider gathering efforts to
engage them directly moving forward.
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Pursuant to Rule 18.44 of the GEM Listing Rules, the Board is pleased to present hereby the corporate
governance report of the Company for the year ended 31 July 2021.

The Directors and the management of the Group recognise the importance of a sound corporate governance
to the long-term success and continuing development of the Group. Therefore, the Board is committed
to upholding good corporate standards and procedures, so as to improve the accountability system and
transparency of the Group, protect the interests and create value for shareholders.

COMPLIANCE WITH THE CORPORATE GOVERNANCE CODE

The Company’s corporate governance practices are based on the principles and code provisions as set out in
the Corporate Governance Code and Corporate Governance Report (the “Code”) in Appendix 15 of the GEM
Listing Rules. During the year ended 31 July 2021, save as disclosed in this annual report, the Company had
complied with the applicable code provisions of the Code as set out in Appendix 15 to the GEM Listing Rules.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Pursuant to code provision A.2.1 of the Code, the roles of the chairman and chief executive officer should
be separate and should not be performed by the same individual. During the year ended 31 July 2021, there
have been no chief executive officer in the Company. Mr. Lin Ye acted as the Chairman of the Board, and is

responsible for the overall management and formulation of business strategy of the Group.

The Board does not have the intention to fill the position of the chief executive officer of the Company at
present and believe the absence of the chief executive officer will not have adverse effect to the Company, as
decisions of the Company will be made collectively by the executive Directors. The Board will keep reviewing
the current structure of the Board and the need of appointment of a suitable candidate to perform the role
of chief executive officer. Appointment will be made to fill the post to comply with code provision A.2.1 of

the Code if necessary.
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BOARD OF DIRECTORS

The key responsibilities of the Board include formulation of the Group’s overall strategies, the setting of
management targets and supervision of management performance. The management is delegated with the
authority and responsibility by the Board for the management and administration of the Group. In addition,
the Board has also delegated various responsibilities to the board committees of the Company (the “Board
Committees”). Further details of the Board Committees are set out in this annual report. Under the terms of
reference, the duties of the Board in respect of corporate governance are as follows:

1. to develop and review the policies and practices on corporate governance of the Group and make

recommendations;

2. to review and monitor the training and continuous professional development of Directors and senior

management;

3. to review and monitor the Group’s policies and practices on compliance with legal and regulatory

requirements;

4. to develop, review and monitor the code of conduct and compliance manual (if any) applicable to

Directors and employees; and

5. to review the Company’s compliance with the Code and disclosure in the corporate governance report
of the Company.

Composition of the Board

Up to the date of this annual report, the Board comprises six Directors, including three executive Directors
and three independent non-executive Directors (“INED”). In particular, the composition of the Board during

the year ended 31 July 2021 and as at the date of the annual report is set out as follow:

Executive Directors

Mr. Lin Ye (Chairman)

Mr. Au Siu Chung (Compliance Officer)

Mr. Yuan Shuang Shun (Resigned with effect from 10 February 2021)
Ms. Xiao Yi Liao Ge

Independent Non-executive Directors
Ms. Kwong Ka Ki

Mr. Yu Hua Chang

Ms. Guo Liying
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In compliance with rules 5.05(1) and 5.05A of the GEM Listing Rules, the Board consisted of three INEDs during
the year ended 31 July 2021. During the year ended 31 July 2021 and as of the date of this annual report,
the number of INEDs represents more than one-third of the Board. As such, there is a strong independent
element in the Board to provide independent judgement.

The Company has entered into a service agreement with each of the INEDs for a term of one to two years,
which may be terminated earlier by not less than one or two months’ written notice served by either party
on the other.

Pursuant to Article 108 of the articles of association of the Company (the “Articles”), one-third of the Directors
shall retire from office by rotation at each AGM and every Director shall be subject to retirement by rotation at
least once every three years. However, a retiring Director shall be eligible for re-election.

Specific enquiry has been made by the Company to each of the INEDs to confirm their independence pursuant
to rule 5.09 of the GEM Listing Rules. In this connection, the Company has received the positive annual
confirmations from all of the three INEDs. Based on the confirmations received, the Company considers all
INEDs to be independent under the GEM Listing Rules.

Saved as disclosed in the section “Biographical Details of Directors and Senior Management” in this annual
report, there is no financial, business, family or other material or relevant relationship among members of the
Board and senior management.

Board and General Meetings

During the year ended 31 July 2021, 9 board meetings and 1 general meeting were held.

The attendance of the respective Directors at the meetings in the year ended 31 July 2021 are set out below:

Meetings Attended/Held
Board meeting General meeting

Executive Directors

Mr. Lin Ye (Chairman) 9/9 11
Mr. Au Siu Chung (Compliance Officer) 8/9 11
Mr. Yuan Shuang Shun (Resigned with effect from 10 February 2021) 5/9 11
Ms. Xiao Yi Liao Ge 8/9 11

Independent Non-executive Directors

Ms. Kwong Ka Ki 9/9 11
Ms. Guo Liying 9/9 11
Mr. Yu Hua Chang 9/9 11

CHINA ALL NATION INTERNATIONAL HOLDINGS GROUP LIMITED Annual Report 2020/21 51



CORPORATE GOVERNANCE REPORT

RELATIONSHIPS AMONG MEMBERS OF THE BOARD

There was no financial, business, family or other material relationship among the Directors. The biographical
details of each of the Directors are set out in the section headed “Biographical Details of Directors and Senior

Management” of this annual report.

CODE OF CONDUCT FOR SECURITIES TRANSACTIONS BY DIRECTORS

The Company has adopted the required standards set out in Rules 5.48 to 5.67 of the GEM Listing Rules as
the code of conduct regarding securities transactions by Directors in respect of the shares of the Company
(the “Code of Conduct”). The Company has made specific enquiry to all Directors, and all Directors have
confirmed that they have fully complied with the required standard of dealings set out in the Code of Conduct
during the year ended 31 July 2021.

DIRECTORS’ CONTINUING PROFESSIONAL DEVELOPMENT PROGRAMME

The Group acknowledges the importance of adequate and ample continuing professional development for
the Directors for a sound and effective internal control system and corporate governance. In this regard, the
Group has always encouraged our Directors to attend relevant training courses to receive the latest news and
knowledge regarding corporate governance.

During the year ended 31 July 2021, the Company has complied with code provision A.6.5 of the Code that
all Directors (being Mr. Lin Ye, Mr. Au Siu Chung, Ms. Xiao Yi Liao Ge, Ms. Kwong Ka Ki, Mr. Yu Hua Chang
and Ms. Guo Liying) have attended seminars on the updates of the GEM Listing Rules concerning good
corporate governance practices or read newspapers, journals and updates relating to the economy, general
business and corporate governance. The Company will, if necessary, provide timely and regular trainings to

the Directors to ensure that they keep abreast with the current requirements under the GEM Listing Rules.

BOARD COMMITTEES

The Board has established a number of functional committees in compliance with the relevant GEM Listing
Rules and to assist the Board to discharge its duties. Currently, four committees have been established.
An audit committee (the “Audit Committee”) has been established on 19 November 2014 with its terms of
reference in compliance with Rules 5.28 to 5.33 of the GEM Listing Rules, and code provisions C3.3 and
C3.7 of the Code; a remuneration committee (the “Remuneration Committee”) has been established on
19 November 2014 with its terms of reference in compliance with code provision B1.2 of the Code; and a
nomination committee (the “Nomination Committee”) has been established on 19 November 2014 with terms
of reference a compliance with paragraph A5.2 of the Code. The functions and responsibilities of these
committees have been set out in the relevant terms of reference which are of no less stringent than that
stated in the Code. The relevant terms of reference of each of the three committees can be found on the
Group’s website (www.allnationinternational.com) and the website of the Stock Exchange. In addition to the
abovementioned committees, a legal compliance committee (the “Legal Compliance Committee”) has been
established on 19 November 2014. All committees have been provided with sufficient resources and support

from the Group to discharge their duties.
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AUDIT COMMITTEE

As at the date of this report, the Audit Committee comprises three members, namely Ms. Kwong Ka Ki
(Chairperson), Mr. Yu Hua Chang and Ms. Guo Liying, all of whom are INEDs of the Company. The members
of the Audit Committee shall comprise non-executive Directors and shall be appointed or removed by the
Board. If any member of the Audit Committee ceases to be a Director, he/she will cease to be a member of

the Audit Committee automatically.

The Audit Committee must comprise a minimum of three members, at least one of whom is an INED with
appropriate professional qualifications or accounting or related financial management expertise as required
under Rule 5.05(2) of the GEM Listing Rules. In addition, the majority of the Audit Committee shall be INEDs.

With reference to the terms of reference, the primary responsibilities of the Audit Committee are, among others
(for the complete terms of reference please refer to the Group’s website www.allnationinternational.com or
the website of the Stock Exchange):

1. to make recommendations to the Board on the appointment, re-appointment and removal of the
Company’s external auditors, and approve the remuneration and terms of engagement of the Company’s

external auditors;

2. to review and monitor the Company’s external auditors’ independence and objectivity and the

effectiveness of the audit process in accordance with applicable standards;

3. to develop and implement policy on engaging the Company’s external auditors to supply non-audit

services, if any;

4. to monitor integrity of the Company’s financial statements and annual report and accounts, half-year
report, quarterly report and review significant financial reporting judgements contained in them;

5. to discuss with the Company’s external auditors questions and doubts arising in audit of annual accounts;

6. to review the letter of the Company’s management from the Company’s external auditors and the
management’s response;

7. to review the statement about the Company’s internal control system as included in the Company’s
annual report prior to submission for the Board’s approval;

8. to review the Company’s financial reporting, financial controls, internal control and risk management

systems;

9. to discuss the risk management and internal control system with the Company’s management to ensure

that management has performed its duty to have an effective systems;
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10. to consider major investigation findings on risk management and internal control matters as delegated
by the Board or on its own initiative and management’s response to these findings;

11. to review the financial and accounting policies and practices of the Group;

12. to review the external auditor’'s management letter, any material queries raised by the auditor to the
management in respect of accounting records, financial accounts or systems of control and management’s

response;

13. to ensure that the Board will provide a timely response to the issues raised in the external auditor’s
management letter;

14. to report to the Board on that matters pursuant to the terms of reference of the Audit Committee and

consider other topics as defined by the Board; and

15. to review arrangements employees of the Company can use, in confidence, to raise concerns about
possible improprieties in financial reporting, internal control or other matters.

During the year ended 31 July 2021, the Audit Committee had reviewed the Group’s unaudited quarterly results
for the three months ended 31 October 2020, unaudited interim results for the six months ended 31 January
2021, unaudited quarterly results for the nine months ended 30 April 2021 and discussed internal controls
and financial reporting matters. The Audit Committee had also reviewed audited annual results for the year
ended 31 July 2021, this annual report, and confirmed that this annual report complies with the applicable
standard, the GEM Listing Rules, and other applicable legal requirements and that adequate disclosures have
been made. There is no disagreement between the Directors and the Audit Committee regarding the selection

and appointment of the external auditors.

The Board is of the view that the Audit Committee has properly discharged its duties and responsibilities
during the year ended 31 July 2021 and up to the date of this annual report.

For the year ended 31 July 2021, the Audit Committee had held 4 meetings. The attendance records of the
members of the Audit Committee are summarised below:

Meetings Attended/Held

Ms. Kwong Ka Ki (Chairperson) 4/4
Ms. Guo Liying 4/4
Mr. Yu Hua Chang 4/4
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REMUNERATION COMMITTEE

The Remuneration Committee comprises three members, namely Ms. Guo Liying (Chairperson), Mr. Au Siu
Chung, and Ms. Kwong Ka Ki. Ms. Guo and Ms. Kwong are INEDs of the Company.

With reference to the terms of reference of the Remuneration Committee, the primary responsibilities of the
Remuneration Committee include (for the complete terms of reference please refer to the Group’s website

www.allnationinternational.com or the website of the Stock Exchange):

1. to consult the chairman of the Board and/or chief executive about their remuneration proposals for other

executive Directors;

2. to make recommendations to the Board on the Company’s policy and structure for all Directors’ and
senior management remuneration and on the establishment of a formal and transparent procedure for

developing remuneration policy;

3. to review and approve the management’s remuneration proposals with reference to the Board’s corporate

goals and objectives;

4. to make recommendations to the Board on the remuneration packages of individual executive Directors

and senior management;

5. to make recommendations to the Board on the remuneration of non-executive Directors;

6. to consider salaries paid by comparable companies, time commitment and responsibilities and

employment conditions elsewhere in the Company and its subsidiaries;

7. to review and approve compensation payable to executive Directors and senior management for any
loss or termination of office or appointment to ensure that it is consistent with contractual terms and is

otherwise fair and not excessive;

8. to review and approve compensation arrangements relating to dismissal or removal of Directors for
misconduct to ensure that they are consistent with contractual terms and are otherwise reasonable and
appropriate; and

9. to ensure that no Directors or any of his associates is involved in deciding his own remuneration.
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The attendance records of the members of the Remuneration Committee for the year ended 31 July 2021
are summarised below:

Meetings Attended/Held

Ms. Guo Liying (Chairperson) 11
Mr. Au Siu Chung 11
Ms. Kwong Ka Ki 11

During the year ended 31 July 2021, the Remuneration Committee reviewed and made recommendation on the
remuneration package of senior management of the Group. The Board is of the view that the Remuneration
Committee has properly discharged its duties and responsibilities during the year ended 31 July 2021 and
up to the date of this annual report.

NOMINATION COMMITTEE

The Nomination Committee comprises three members, namely Ms. Kwong Ka Ki (Chairperson), Ms. Guo Liying
and Mr. Yu Hua Chang, all of whom are INEDs of the Company.

With reference to the terms of reference the Nomination Committee, the primary responsibilities of the
Nomination Committee include (for the complete terms of reference please refer to the Group’s website
www.allnationinternational.com or the website of the Stock Exchange):

1. to review the structure, size and composition (including the skills, knowledge and experience) of the Board
and make recommendations on proposed changes, if any, to the Board to complement the Company’s
corporate strategy;

2. to review the Company’s board diversity policy and the progress on achieving the objectives set for
implementing the said policy;

3. to identify individuals suitably qualified to become Board members and select or make recommendations
to the Board on the selection of individuals nominated for directorships;

4. to assess the independence of INEDs; and

5. to make recommendations to the Board on the appointment or re-appointment of Directors and
succession planning for Directors, in particular the chairman and the chief executive.
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The attendance records of the members of the Nomination Committee for the year ended 31 July 2021 are
summarised below:

Meetings Attended/Held

Ms. Kwong Ka Ki (Chairperson) 11
Ms. Guo Liying 1/1
Mr. Yu Hua Chang 11

During the year ended 31 July 2021, the Nomination Committee reviewed the structure, size and composition of
the Board and assessed the independence of INEDs. The Board is of the view that the Nomination Committee
has properly discharged its duties and responsibilities during the year ended 31 July 2021 and up to the date

of this annual report.

NOMINATION POLICY

The Board has approved and adopted the nomination policy which sets out the principles guiding the
Nomination Committee to identify and evaluate a candidate for nomination to the Board for appointment
or to the shareholders of the Company for election as Director. The policy contains a number of factors to
which the Nomination Committee has to adhere when considering nominations. These factors include the
candidate’s skills and experience, diversity perspectives set out in the board diversity policy, the candidate’s
time commitment and integrity, and the independence criteria under Rule 5.09 of the GEM Listing Rules if
the candidate is proposed to be appointed as an INED. The policy also sets out the following nomination
procedures: the nomination committee (a) will take appropriate measures to identify and evaluate a candidate;
(b) may consider a candidate recommended or offered for nomination by a shareholder of the Company; and
(c) will, on making the recommendation, submit the candidate’s personal profile to the Board for consideration.

BOARD DIVERSITY POLICY

The Board has approved and adopted the board diversity policy which sets out the approach to achieve
diversity on the Board. With a view to achieving a sustainable and balanced development, the Company sees
increasing diversity at the board level as an essential element in supporting the attainment of its strategic
objectives and its sustainable development. In designing the Board’s composition, board diversity has been
considered from a number of aspects, including but not limited to gender, age, cultural and educational
background, professional experience, skills, knowledge and length of service. All Board appointments will
be based on meritocracy, and candidates will be considered against objective criteria, having due regard for
the benefits of diversity on the Board. The ultimate decision will be based on merit and contribution that the

selected candidates may bring to the Board.
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LEGAL COMPLIANCE COMMITTEE

The Legal Compliance Committee comprises three members, namely Ms. Guo Liying (Chairperson), Mr. Au
Siu Chung and Ms. Kwong Ka Ki. Ms. Guo and Ms. Kwong are INEDs of the Company.

With reference to the terms of reference of the Legal Compliance Committee, the primary duties of the Legal
Compliance Committee are to assist in overseeing the Group’s compliance with laws and regulations relevant

to its business operations and to review the effectiveness of our regulatory compliance procedures and system.

The attendance records of the members of the Legal Compliance Committee are for the year ended 31 July
2021 are summarised below:

Meetings Attended/Held

Ms. Guo Liying (Chairperson) 11
Mr. Au Siu Chung i7al
Ms. Kwong Ka Ki 11

AUDITORS’ REMUNERATION

During the year ended 31 July 2021, the Group engaged Moore Stephens CPA Limited (“Moore”) as the
Group’s external auditors. The remuneration paid and payable to Moore is set out as follows:

Services rendered Fees paid/payable
HK$’000

Audit services 860
Non-audit services 516
1,376
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COMPANY SECRETARY

Ms. Lung Yuet Kwan (“Ms. Lung”) was appointed as the Company Secretary of the Company on 1 May 2021.
Ms. Lung has confirmed that she has undertaken not less than 15 hours of relevant professional training in
accordance with Rule 5.15 of the GEM Listing Rules.

COMPLIANCE OFFICER

Mr. Au Siu Chung, an executive Director, is the compliance officer of the Group. Please refer to the section
“Biographical details of Directors and Senior Management” for his biographical information.

INTERNAL CONTROL AND RISK MANAGEMENT

The Board is responsible for maintaining an adequate system of internal controls and risk management within
the Group. For the year ended 31 July 2021, the Board has also conducted its annual review of the effectiveness
of the risk management and internal control system of the Group. The systems of internal controls and risk
management are designed to facilitate effective and efficient operations, to safeguard assets and to ensure
the quality of internal and external reporting and compliance with applicable laws and regulations. They are
also designed to provide reasonable, but not absolute, assurance that material misstatement or loss can
be avoided, and to manage and minimize risks of failure in operation systems. In the future, the Group will
conduct regular review of the Group’s internal control and risk management systems and its effectiveness to
ensure the interest of shareholders is safeguarded.

OBJECTIVES OF RISK MANAGEMENT AND INTERNAL CONTROL
The objectives of the risk management and internal control framework of the Group include:

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

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

° to keep baseline risks within the acceptable range.

PRINCIPLES OF INTERNAL CONTROL

The Group’s risk management and internal control systems involve five elements, being internal environment,
risk assessment, control activities, information and communication and internal supervision. The aim of internal
control is to reasonably guarantee the compliance of the Group’s operation and management with regulations
and laws, assets security, and authenticity and integrity of financial report and related information, improve
the efficiency and effectiveness of operating activities and promote the realization of development strategy
of the Group.
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THREE-TIER RISK MANAGEMENT APPROACH

The Group has adopted a three-tier risk management approach to identify, assess, mitigate and handle risks.
At the first line of defence, business units are responsible for identifying, assessing and monitoring risks
associated with each business or deal. The finance department, as the second line of defence, defines rule
sets and models, oversees and reports risk management matters to the Board. It ensures that risks are within
the acceptable range and that the first line of defence is effective. As the final line of defence, the Board
together with the Audit Committee, with advices from professionals, ensures that the first and second lines
of defence are effective through constant inspection and monitoring.

During the year ended 31 July 2021, the Board appointed an independent professional consultancy firm to
conduct an internal control review. Based upon the results of the internal control review which were submitted
to the Audit Committee for consideration, the Board and the Audit Committee are satisfied that the Group’s

systems of risk management and internal controls, including financial, operational, compliance, and risk
management functions, are adequate and effective.

The process used to identify, assess and management of principal risks

The risk management process of the Group is described as follows:

° Risk identification — identify the current risks confronted.

° Risk analysis — conduct analysis on the risk including the impact extent and possibility of occurrence.
o Risk response — choose a proper risk response method and develop a risk mitigation strategy.

o Control measures — propose up-to-date internal control measures and policy and process.

° Risk control — continuously monitor the risks identified and implement relevant internal control measures
to ensure the effective operation of the risk response strategy.

. Internal control & management report — summarise results of internal control review, formulate and report
an action plan.

The process used to review the effectiveness of the risk management and internal control systems

and to resolve material internal control defects:

The Group establishes a risk management information and communication channel that is functional within the
whole basic risk control procedure, connects different levels in the reporting system and different departments
and operation units, so as to ensure timely, accurate and complete communication of information, laying a
solid foundation for the monitoring and improvement of risk management.
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Different departments and business units of the Group regularly inspect and examine their own risk management
process in order to locate the shortcomings and remedy the situation if possible.

The Board further considers that (i) there was no material issue relating to the Group’s risk management and
internal controls, including financial, operational and compliance controls and risk management functions of
the Group; and (ii) that there were adequate staff with appropriate and adequate qualifications and experience,
resources for accounting, internal audit and financial reporting functions, and adequate training programmes
had been provided during the year ended 31 July 2021.

SENIOR MANAGEMENT REMUNERATION

For the year ended 31 July 2021, the remuneration of the senior management is listed below by band:

Number of

individuals

HK$1 to HK$500,000 (Note 1) 5

Details of the Directors’ remuneration and five highest paid individuals for the year ended 31 July 2021 as
regarded to be disclosed pursuant to the Code are provided in Notes to the Consolidated Financial Statements

in this annual report.
Note:

1. These include the remuneration of a senior management who resigned with effect from 30 December 2020 and a

senior management who resigned with effect from 20 April 2021.

DIRECTORS’ AND AUDITOR’S RESPONSIBILITY FOR CONSOLIDATED FINANCIAL STATEMENTS

The Directors acknowledge and understand their responsibility for preparing the consolidated financial
statements and to ensure that the consolidated financial statements of the Group are prepared in a manner
which reflects the true and fair view of the state of affairs, results and cash flows of the Group and are in
compliance with the relevant accounting standards and principles, applicable laws and disclosure provisions
required of the GEM Listing Rules. The Directors are of the view that the consolidated financial statements

of the Group for each financial year have been prepared on this basis.

To the best knowledge of the Directors, there is no uncertainties relating to events or conditions that may cast
significant doubt upon the Company’s ability to continue as a going concern, therefore the Directors continue
to adopt the going concern approach in preparing the consolidated financial statements.

Statement of the Company’s external auditor’s responsibilities in respect of the consolidated financial
statements is set out in the Independent Auditor’s Report of this report.
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GENERAL MEETINGS WITH SHAREHOLDERS

The annual general meeting (“AGM”) is a forum in which the Board and the shareholders communicate directly
and exchange views concerning the affairs and overall performance of the Group, and its future developments,
etc. At the AGM, the Directors (including INEDs) are available to attend to questions raised by the shareholders.
The external auditors of the Company are also invited to be present at the AGM to address to queries of the

shareholders concerning the audit procedures and the auditors’ report.

The AGM of the Company will be held on 26 November 2021, the notice of which shall be sent to the

shareholders of the Company at least 20 clear business days prior to the meeting.

SHAREHOLDERS’ RIGHTS

Convening of Extraordinary General Meeting on Requisition by Shareholders

Pursuant to article 64 of the Articles, the Board may, whenever it thinks fit, convene an extraordinary general
meeting (“‘EGM”). EGMs shall also be convened on the requisition of one or more shareholders holding, at the
date of deposit of the requisition, not less than one tenth of the paid up capital of the Company having the
right of voting at general meetings. Such requisition shall be made in writing to the Board or the company
secretary of the Company for the purpose of requiring an EGM to be called by the Board for the transaction
of any business specified in such requisition. If, within 21 days of such deposit, the Board fails to proceed
to convene such meeting, all reasonable expenses incurred by the requisition(s) as a result of such failure of

the Board shall be reimbursed to the requisitioning shareholder(s) by the Company.

Procedures for Shareholders’ Nomination of Directors

Pursuant to article 113 of the Articles, no person, other than a retiring Director, shall, unless recommended by
the Board for election, be eligible for election to the office of Director at any general meeting, unless notice in
writing of the intention to propose that person for election as a Director and notice in writing by that person
of his willingness to be elected shall have been lodged at the head office or at the registration office of the
Company. The period for lodgment of the notices required under the Article will commence no earlier than
the day after the dispatch of the notice of the general meeting appointed for such election and end no later
than 7 days prior to the date of such general meeting and the minimum length of the period during which

such notices to the Company may be given will be at least 7 days.
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Procedures for directing shareholders’ enquiries to the Board

Shareholders may direct their enquiries concerning their shareholdings to the Company’s share registrars.
Shareholders may also make a request for the Company’s information to the extent that such information
has been made publicly available by the Company. All written enquiries or requests may be forwarded to the
Company’s headquarter or by fax to (852) 3622 2952, or by email to feedback@allnationinternational.com.

The addresses of the Company’s headquarter and the Company’s share registrars can be found in the section

titled “Corporate Information” of this annual report.

Investor Relations

To ensure transparent and comprehensive disclosures to investors, the Group delivers information of the
Group to the public through various channels, including general meeting, public announcement and financial
reports. Investors are also able to access the latest news and information of the Group via its website

(www.allnationinternational.com).

In order to maintain good and effective communication, the Company together with the Board extend their
invitation to all shareholders and encourage them to attend the forthcoming AGM and all future general
meetings.

Shareholders may also forward their enquiries and suggestions in writing to the Company to the following:

Address: Unit 2918, 29/F.
Shui On Centre
No. 6-8 Harbour Road
Wanchai
Hong Kong

Email: feedback@allnationinternational.com

Significant Changes in Constitutional Documents

During the year ended 31 July 2021, there had been no change in the constitutional documents of the Company.
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The Board is pleased to present the annual report together with the audited consolidated financial statements
for the year ended 31 July 2021.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. The Group’s principal activities are (i) the provision
of civil engineering consulting, contracting and project management services in Hong Kong; (i) the provision
of interior design and decoration services in Hong Kong and the PRC; (iii) property sub-leasing in the PRC;

and (iv) commodity trading business in PRC.

BUSINESS REVIEW

Further discussion and analysis of the activities of the Group during the year ended 31 July 2021, and an
indication of likely future developments in the Group’s business as required by Schedule 5 to the Companies
Ordinance, Chapter 622, can be found in the section headed “Management Discussion and Analysis” of this

annual report. Those discussions form part of this directors’ report.

PRINCIPAL RISKS

Details of the principal risks of the Group during the year ended 31 July 2021 are set out in Note 35 to the

consolidated financial statements.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 July 2021 are set out in the consolidated statement of profit

or loss and other comprehensive income in this annual report.

The Board did not recommend payment of final dividend to shareholders of the Company for the year ended
31 July 2021.

CLOSURE OF REGISTER OF MEMBERS

As the forthcoming AGM of the Company to be held on 26 November 2021 (Friday), the register of members
of the Company will be closed from 23 November 2021 (Tuesday) to 26 November 2021 (Friday) (both days
inclusive) for the said AGM or any adjournment thereof. All transfer of the Company’s shares together with
the relevant share certificates must be lodged with the Company’s branch share registrar and transfer office
no later than 4:30 p.m. on 22 November 2021 (Monday) in order to qualify for the right to attend and vote
at the meeting (or any adjournment thereof). The Company’s branch share registrar and transfer office is at:

Address: Tricor Investor Services Limited
Level 54, Hopewell Centre
183 Queen’s Road East
Hong Kong
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FIVE-YEAR FINANCIAL SUMMARY

A summary of the results, assets and liabilities of the Group for the last five financial years are set out in
this annual report.

PROPERTY, PLANT AND EQUIPMENT

Details of movements of the property, plant and equipment of the Group during the year ended 31 July 2021
are set out in Note 14 to the consolidated financial statements.

ENVIRONMENTAL POLICIES AND COMPLIANCE WITH LAWS AND REGULATIONS

Details of environmental policies and performance are set out in the “Environmental, Social and Governance
Report” in this annual report. The Group is committed to ensure that the Group’s operation is in compliance
with applicable laws and regulations. As far as the Directors are aware, the Group has complied in material
respects with the relevant laws and regulations that have a significant impact on the business and operation
of the Group.

KEY RELATIONSHIPS WITH EMPLOYEES, CUSTOMERS AND SUPPLIERS

The Directors recognises that employees, customers and business partners are the keys to the sustainable
development of the Group.

Employees are regarded as the most important and valuable assets of the Group. The Group attracts and
retains key personnel and talents with appropriate skills, experience and competence which would complement
and meet the corporate and business objectives of the Group. The Group ensures all employees are reasonably
remunerated and the remuneration packages of employees are reviewed regularly and necessary adjustments
are made to the remuneration packages to align with the market standards.

The Group also stays connected with its customers and suppliers and has ongoing communication with the
customers and suppliers through various channels such as telephone, electronic mails and physical meetings
to obtain their feedback and suggestions.

SUBSIDIARIES

Particulars of the Company’s principal subsidiaries as at 31 July 2021 are set out in Note 30 to the consolidated
financial statements.

SHARE CAPITAL AND SHARE PREMIUM
The Company'’s total issued share capital as at 31 July 2021 was 411,200,000 ordinary shares of HK$0.01 each.

Details of movements of the share capital and the share premium of the Company during the year ended 31
July 2021 are set out in Notes 26 and 28 to the consolidated financial statements respectively.
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EMOLUMENT POLICY FOR DIRECTORS

The Remuneration Committee is set up for reviewing the Group’s emolument policy and structure for all
remuneration of the Directors and senior management of the Group. The remunerations of the Directors are
determined with reference to the economic situation, the market condition, the responsibilities and duties
assumed by each Director as well as their individual performance.

RESERVES

Details of movements in the reserves of the Group during the year ended 31 July 2021 are set out in Note
28 to the consolidated financial statements.

DISTRIBUTABLE RESERVES
As of 31 July 2021, no reserves of the Company available for distribution, as calculated under the provisions

of section 79B of the Companies Ordinance, and in accordance with the Companies Law Cap. 22 of the
Cayman lIslands, (2020: Nil) inclusive of share premium and accumulated losses.

SHARE OPTION SCHEME

Particulars of the share option scheme (the “Scheme®) which was adopted on 19 November 2014 are set out
in Note 27 to the consolidated financial statements.

No share options were granted since the adoption of the Scheme and there were no share option outstanding
as at 31 July 2021.

DIRECTORS

The Directors of the Company during the year ended 31 July 2021 and up to the date of this annual report were:

Executive Directors

Mr. Lin Ye (Chairman)

Mr. Au Siu Chung (Compliance Officer)

Ms. Xiao Yi Liao Ge

Mr. Yuan Shuang Shun (Resigned with effect from 10 February 2021)

Independent Non-executive Directors

Ms. Kwong Ka Ki
Mr. Yu Hua Chang
Ms. Guo Liying
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The Directors’ biographical details are set out in the section headed “Biographical Details of Directors and

Senior Management” in this annual report.

Information regarding Directors’ emoluments is set out in Note 10 to the consolidated financial statements.

An annual confirmation of independence pursuant to the requirements under Rule 5.09 of the GEM Listing
Rules has been received from each of the INEDs.

DIRECTORS’ SERVICE CONTRACT

Each of the executive Directors has entered into service agreements with the Company for a term of one to
two years. All of these service agreements may be terminated earlier by not less than two months written
notice served by either party to the other.

Each of the INEDs has entered into a service agreement with the Company for a term of one to two years,
which may be terminated earlier by not less than one or two months written notice served by either party
on the other.

No Director proposed for re-election at the forthcoming AGM has a service contract which is not determinable
by the Group within one year without payment of compensation, other than statutory compensation. The non-
executive Director of the Company was appointed for a fixed period but subject to retirement from office and

re-election at the AGM of the Company in accordance with the Articles.

In accordance with article 112 of the Articles, any director appointed by the Board either to fill a casual vacancy
shall hold office only until the first general meeting of the Company after his appointment and be subject to
re-election at such meeting and any Director appointed by the Board as an addition to the existing Board
shall hold office only until the next following AGM of the Company and shall then be eligible for re-election.

Pursuant to Article 108 of the Articles, at each AGM, one-third of the Directors for the time being (or, if their
number is not a multiple of three (3), the number nearest to but not less than one-third) shall retire from
office by rotation provided that every Director shall be subject to retirement at an AGM at least once every
three years. Accordingly, pursuant to article 108 of the Articles, Mr. Lin Ye and Ms. Kwong Ka Ki will retire
from office as a Director at the forthcoming AGM, and being eligible each, offer himself/herself for re-election.

Each of the executive Directors shall also be entitled to discretionary bonus to be determined by the Board
based on, among other things, the performance of the individual Directors and the overall financial position

of the Group, and is subject to the recommendation of the Remuneration Committee.
PERMITTED INDEMNITY
During the year ended 31 July 2021, the Company has arranged Directors’ and officers’ liability insurance for

all Directors and senior management of the Company. The insurance covers the corresponding costs, charges,
expenses and liabilities for legal action of corporate activities against them.
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DISCLOSURE OF INTERESTS

A. Directors’ and Chief Executives’ Interests and Short Positions in Shares, Underlying Shares and

Debentures

As at 31 July 2021, the interests and short positions of the Directors and chief executive of the Company

in the shares (the “Shares”), underlying shares and debentures of the Company or any of its associated

corporations (within the meaning of Part XV of the Securities and Futures Ordinance (Chapter 571 of

the laws of Hong Kong (the “SFO”)) which were required to be notified to the Company and the Stock

Exchange under Divisions 7 and 8 of Part XV of the SFO (including any interests or short positions which

they are taken or deemed to have under such provisions of the SFO) or as recorded in the register of

the Company required to be kept under Section 352 of the SFO, or which were required to be notified

to the Company and the Stock Exchange pursuant to Rules 5.46 to 5.67 of the GEM Listing Rules,

were as follows:

Long positions in the Shares

Name of Director Capacity

Mr. Lin Ye (Note 1) Beneficial owner

Interest in a controlled corporation

Number of
ordinary shares Approximate
interested percentage of
(Long position) shareholding

7.18%

21.04%

29,513,000
86,534,000

Save as disclosed above and so far as is known to the Directors, as at 31 July 2021, none of the Directors

and chief executive of the Company had any interests or short positions in the Shares, underlying shares

or debentures of the Company or any of its associated corporations (within the meaning of Part XV of

the SFO) which were required to be notified to the Company and the Stock Exchange under Divisions

7 and 8 of Part XV of the SFO (including interests or short positions which they were taken or deemed
to have under such provisions of the SFO) or as recorded in the register of the Company required to
be kept under Section 352 of the SFO, or which were required to be notified to the Company and the
Stock Exchange pursuant to Rules 5.46 to 5.67 of the GEM Listing Rules.

Note:

1. 86,534,000 Shares are held by Sonic Solutions Limited as a beneficial owner. The entire issued share capital

of Sonic Solutions Limited is wholly-owned by Mr. Lin Ye. As such, Mr. Lin Ye is deemed to be interested in

86,534,000 Shares held by Sonic Solutions Limited.
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B. Substantial Shareholders’ and Other Persons’ Interests and Short Positions in Shares, Underlying

Shares and Debentures

As at 31 July 2021, so far as was known to the Directors, the interests and short positions of the

following persons (other than the Directors or chief executive of the Company) or entities which would

fall to be disclosed to the Company under the provisions of Divisions 2 and 3 of Part XV of the SFO or

were requested to be recorded in the register required to be kept under Section 336 of the SFO were

as follows:

Number of Approximate
Shares percentage of
Names of Shareholders Nature of interest (Note 1) shareholding
Sonic Solutions Limited (Note 2) Beneficial owner 86,534,000 21.04%
Jing Shigi (Note 3) Interest in a 60,000,000 14.59%
controlled
corporation
Wealth Triumph Corporation (Note 3) Beneficial owner 60,000,000 14.59%
Liu Guo Ping Beneficial owner 54,833,000 13.33%
Li Song Beneficial owner 34,738,000 8.45%
Xia Yuqing Beneficial owner 32,135,000 7.81%
Pan Guorong Beneficial owner 30,000,000 7.30%
Notes:
1. Interests in Shares stated above represent long positions.
2. The entire issued share capital of Sonic Solutions Limited is wholly-owned by Mr. Lin Ye, an executive Director.
3. Mr. Jing Shigi beneficially owns the entire issued share capital of Wealth Triumph Corporation which in turns

hold 60,000,000 Shares. As such, Mr. Jing Shiqi is deemed, or taken to be, interested in all the Shares held
by Wealth Triumph Corporation for the purposes of the SFO. Mr. Jing Shiqi is the sole director of Wealth

Triumph Corporation.

Save as disclosed above, as at 31 July 2021, no person, other than the Directors and chief executive of the

Company whose interests are set out in the section “Disclosure of Interest” above, had notified the Company

of an interest or short position in the shares or underlying shares of the Company that was required to be

recorded in the register required to be kept by the Company pursuant to Section 336 of the SFO.
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MAJOR CUSTOMERS

During the year ended 31 July 2021, the Group’s five largest customers accounted for approximately 65.6%
(2020: 54.4%) of the total revenue of the Group and the largest customer of the Group accounted for
approximately 29.1% (2020: 19.7%) of the total revenue.

None of the Directors or any of their close associates, or any shareholder (which to the knowledge of the
Directors own 5% or more of the Company’s issued share capital) had any beneficial interest in the Group’s

five largest customers.

MAJOR SUPPLIERS

During the year ended 31 July 2021, the Group’s five largest suppliers accounted for approximately 45.2%
(2020: 40.4%) of the total purchases of the Group and the largest supplier of the Group accounted for
approximately 19.7% (2020: 19.2%) of the total purchases.

None of the Directors or any of their close associates, or any shareholder (which to the knowledge of the
Directors own 5% or more of the Company’s issued share capital) had any beneficial interest in the Group’s

five largest suppliers.

DIRECTORS’ INTEREST IN CONTRACTS OF SIGNIFICANCE

No contract of significance to which the Company or any of its subsidiaries, holding company or fellow
subsidiaries was a party and in which a Director had a material interests directly or indirectly subsisted at the
end of the year ended 31 July 2021 or at any time during the year ended 31 July 2021.

MANAGEMENT CONTRACTS

No management contracts concerning the whole or any substantial part of the business of the Company were
entered into or existed during the year ended 31 July 2021.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR DEBENTURES

At no time during the year ended 31 July 2021 were rights to acquire benefits by means of the acquisition
of shares in or debentures of the Company granted to any Director or their respective associates, or were
any such rights exercised by them; or was the Company, its holding company, or any of its subsidiaries or
fellow subsidiaries a party to any arrangement to enable the Directors to acquire such rights in any other

body corporate.

70 Annual Report 2020/21 CHINA ALL NATION INTERNATIONAL HOLDINGS GROUP LIMITED



DIRECTORS’ REPORT

MATERIAL ACQUISITIONS, DEREGISTRATIONS AND DISPOSALS OF SUBSIDIARIES AND
AFFILIATED COMPANIES

Details of the Group’s material acquisitions, deregistrations and disposals of subsidiaries and affiliated
companies for the year ended 31 July 2021, if any, are set out in the section headed “Management Discussion

and Analysis” of this annual report.

COMPETITION AND CONFLICT OF INTEREST

Having made specific enquiry of all Directors and substantial Shareholders, during the year ended 31 July
2021, none of the Directors nor their respective close associates (as defined in the GEM Listing Rules) had
held any position or had interest in any businesses or companies that were or might be materially competing

with the business of the Group, or gave rise to any concern regarding conflict of interests.

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

During the year ended 31 July 2021, neither the Company nor any of its subsidiaries had purchased, sold or

redeemed any of the Company’s listed securities.

CORPORATE GOVERNANCE CODE

During the year ended 31 July 2021, save as disclosed in this annual report, the Company had complied with

the applicable code provisions of the Code as set out in Appendix 15 to the GEM Listing Rules.

CODE OF CONDUCT REGARDING SECURITIES TRANSACTIONS BY DIRECTORS

The Group has adopted the required standards of dealings set out in Rules 5.48 to 5.67 of the GEM Listing
Rules as the code of conduct for securities transactions by the Directors in respect of the shares of the
Company (the “Code of Conduct”). Having made specific enquiries of the Directors, all Directors have
confirmed that they have complied with the required standards set out in the Code of Conduct during the
year ended 31 July 2021.

SHARE OPTION SCHEME

The Company has conditionally adopted a share option scheme on 19 November 2014. The terms of the
Scheme are in accordance with the provisions of Chapter 23 of the GEM Listing Rules. No share option has

been granted since the adoption of the Scheme and there was no share option outstanding as at 31 July 2021.

SUFFICIENCY OF PUBLIC FLOAT

To the best knowledge of the Directors and based on information that is publicly available to the Company, at

least 25% of the Company’s issued share capital were held by the public as at the date of this annual report.
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DECISION FROM THE STOCK EXCHANGE TO SUSPEND THE TRADING OF OUR SHARES UNDER
RULE 17.26 OF THE GEM LISTING RULES

On 3 May 2019, the Stock Exchange issued a decision letter that the Company has failed to maintain a
sufficient level of operations or have tangible assets of sufficient value and/or intangible assets for which a
sufficient potential value can be demonstrated to the Stock Exchange to warrant its continued listing under
GEM Listing Rule 17.26 and the circumstances of the Company to be an extreme case which warrants a

trading suspension of the Company’s shares under GEM Listing Rule 9.04(3) (the “Decision”).

On 10 May 2019, the Company applied for a review on the Decision and the Company’s review on the Decision
was heard by the GEM Listing Committee on 17 July 2019.

On 29 July 2019, the GEM Listing Committee informed the Company that the GEM Listing Committee had
decided to uphold the Decision (the “LC Decision”). On 2 August 2019, the Company applied for a review on
the LC Decision by the GEM Listing (Review) Committee. The review hearing of the GEM Listing Committee
Decision by the GEM Listing Review Committee took place on 22 October 2019. On 31 October 2019, the
Company received a fax from the GEM Listing Review Committee that they had decided to uphold the GEM

Listing Committee Decision (the “GEM Listing Review Committee Decision”).

In view of the GEM Listing Review Committee Decision, the Company is required to re-comply with Rule 17.26
of the GEM Listing Rules and it will have a remedial period of 12 months to re-comply with Rule 17.26 of
the GEM Listing Rules. If the Company fails to do so by the expiry of the 12-month period (i.e. 31 October

2020), the Stock Exchange will proceed with cancellation of the Company’s listing.

At the request of the Company, trading in the shares of the Company on the Stock Exchange has been
suspended with effect from 9:00 a.m. on Friday, 1 November 2019. Further announcement(s) will be made by

the Company as and when appropriate and in accordance with the requirements of the GEM Listing Rules.

For more details, please refer to the announcements of the Company dated 30 October 2020, 4 August 2020,
29 April 2020, 30 January 2020, 1 November 2019, 2 August 2019, 29 July 2019, 10 May 2019 and 3 May
2019 respectively.

Through various submissions, the Company had demonstrated to the Stock Exchange that it has before 31
October 2020 fulfilled the Resumption Condition. An application has been made by the Company to the Stock
Exchange for the resumption of trading in the Shares with effect from 9:00 a.m. on 17 November 2020. For

details, please refer to the announcement of the Company dated 16 November 2020.
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INDEPENDENT AUDITOR

The consolidated financial statements for the year ended 31 July 2021 were audited by Moore Stephens
CPA Limited (“Moore”), who will retire in the AGM and, being eligible, offer themselves for re-appointment. A
resolution for the re-appointment of Moore as auditor of the Company will be proposed in the forthcoming AGM.

AUDIT COMMITTEE

The Company has established the Audit Committee on 19 November 2014 with its written terms of reference
in compliance with paragraphs C.3.3 and C.3.7 of the Code. The primary duties of the Audit Committee are
to review and supervise the Group’s financial reporting process, risk management and internal control system
of the Group, nominate and monitor external auditors and to provide advice and comments to the Board on
matters related to corporate governance. As at the date of this annual report, the Audit Committee consists
of three members, namely Ms. Kwong Ka Ki (Chairperson), Mr. Yu Hua Chang and Ms. Guo Liying.

REVIEW OF ANNUAL REPORT

This annual report for the year ended 31 July 2021 has been reviewed by the Audit Committee, which was
of the opinion that the information contained therein had complied with the disclosure requirements of the
GEM Listing Rules, and that adequate disclosures had been made.

EVENTS AFTER THE RELEVANT PERIOD

As disclosed in the announcement of the Company dated 6 October 2021 in relation to the performance of
Profit Guarantee from the single largest shareholder of the Company, the EBITDA of the Group which based
on the audited consolidated results of the Company and its subsidiaries for the year ended 31 July 2021,
amounted to approximately HK$88 million, which is more than the profit guarantee for the year ended 31 July
2021 and there will not be any compensation made by Mr. Lin to the Company for any shortfall of the Profit
Guarantee for the year ended 31 July 2021. The cheque placed by Mr. Lin with the Company’s solicitors in
escrow to secure the Profit Guarantee will be returned to Mr. Lin.

Save as disclosed above, the Directors are not aware of any other significant event requiring disclosure that
has taken place subsequent to 31 July 2021 and up to the date of this report.

On behalf of the Board
China All Nation International Holdings Group Limited
Lin Ye

Chairman and Executive Director

Hong Kong, 30 September 2021
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M M O O R E Moore Stephens CPA Limited

801-806 Silvercord, Tower 1,
30 Canton Road, Tsimshatsui,
Kowloon, Hong Kong

T +852 2375 3180
F +852 23753828

5 5 2 I S T
D= I

www.moore.hk

Independent Auditor’s Report to the Shareholders of
China All Nation International Holdings Group Limited
(Incorporated in Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of China All Nation International Holdings Group Limited
(the “Company”) and its subsidiaries (collectively referred to as the “Group”) set out on pages 88 to 189,
which comprise the consolidated statement of financial position as at 31 July 2021, and the consolidated
statement of profit or loss and other comprehensive income, the consolidated statement of changes in equity
and the consolidated statement of cash flows for the year then ended, and notes to the consolidated financial

statements, including a summary of significant accounting policies.

In our opinion, the consolidated financial statements give a true and fair view of the consolidated financial
position of the Group as at 31 July 2021, and of its consolidated financial performance and its consolidated
cash flows for the year then ended in accordance with the Hong Kong Financial Reporting Standards
(“HKFRSs”) issued by the Hong Kong Institute of Certified Public Accountants (“HKICPA”) and have been
properly prepared in compliance with the disclosure requirements of the Hong Kong Companies Ordinance.

BASIS FOR OPINION

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 Auditors’ Responsibilities for
the Audit of the Consolidated Financial Statements section of our report. We are independent of the Group
in accordance with the HKICPA’'s Code of Ethics for Professional Accountants (the “Code”), and we have

fulfilled our other ethical responsibilities in accordance with the Code.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our

opinion.
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KEY AUDIT MATTER

INDEPENDENT AUDITOR’S REPORT

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.

Key audit matter

How our audit addressed the key audit matters

Revenue recognition on contracts for interior design and decoration work

Refer to the notes 4.11, 5(b), and 6 to the consolidated financial statements

The Group recorded revenue from contracts for Our procedures in relation to revenue recognition on

interior design and decoration work amounting to
approximately HK$57,423,000 for the year ended 31
July 2021.

The Group recognises revenue from these contracts
by reference to the progress towards complete
satisfaction of the relevant performance obligation
using input method, measured based on the proportion
of contract costs incurred for work performed to date
relative to the estimated total contract costs.

The recognition of revenue and contract costs relies
on the management’s estimation of the progress and
outcome of the projects, which is on the basis of
contracts or other correspondence from time to time
provided by customers, major contractors or suppliers
involved and the experience of the management.
As to keep the budget accurate and up to date,
the management conducts periodic reviews of the
budgets of contracts and assesses the progress and
profitability of on-going contracts.

We identified the revenue recognition on contracts for
design interior and decoration work as a key audit
matter due to the significant judgement required to be
exercised by the management and the high estimation
uncertainty in determining the total contract revenue,
budgeted costs and progress of the related contract
works.
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contracts for interior design and decoration work mainly
included:

Obtaining an understanding, evaluating and testing
the management’s key internal controls that are
present for the Group’s budgeting process and
cost accumulation process for contract works;

Inspecting, on a sampling basis, the signed
contracts, variation orders and payment certificates
and other correspondence with the customers to
assess the reasonableness of the management’s
estimate on total contract sum;

Discussing with the project managers the status
of the projects, to identify any variation, claims
or disputes for selected projects, on a sampling
basis, and obtaining explanations for fluctuation
in margins. Obtaining the corroborative evidence
by inspecting minutes of management’s regular
internal meetings and correspondences with
customers, as appropriate;

Obtaining detailed breakdown of the estimated
total contract costs and evaluating, on a sampling
basis, the accuracy of contract costs recognised
to date by checking to contracts, certifications or
correspondence with subcontractors, suppliers’
invoices and delivery notes for material consumed,
payroll records on staff costs or other supporting
documents and the progress of respective
projects;
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KEY AUDIT MATTER - continued

Key audit matter

How our audit addressed the key audit matters

Revenue recognition on contracts for interior design and decoration work — continued

Refer to the notes 4.11, 5(b), and 6 to the consolidated financial statements — continued

82 Annual Report 2020/21

Our procedures in relation to revenue recognition on
contracts for interior design and decoration work mainly

included — continued:

° Performing a retrospective review for contracts
completed during the current year by comparing
the actual outcome against the management’s
estimation of completed contract works, on a
sampling basis, to assess the reliability of the

approved budgets;

o Evaluating the reasonableness of percentage of
the completion of contract works in progress by
comparing the percentage calculated based on
the costs incurred at the end of reporting period
against that percentage calculated based on
external surveyors’ certification, on a sampling
basis, and investigate any significant differences
identified by discussing with project managers

or conducting site visits to observe the on-site

progress to date, if applicable;

o Recalculating the estimate of the progress of
contract works based on the latest budgeted

costs and total actual costs incurred; and

° Checking the mathematical accuracy of the
calculation of contract revenue based on the

estimate of the progress of contract works.
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KEY AUDIT MATTER - continued

Key audit matter

INDEPENDENT AUDITOR’S REPORT

How our audit addressed the key audit matters

Impairment assessment of trade receivables, contract assets and finance lease receivables

Refer to the notes 4.8, 5(c), 17, 19 and 35(ii) to the consolidated financial statements

As at 31 July 2021, the Group had trade receivables,

Our procedures in relation to impairment assessment

contract assets and finance lease receivables with gross of trade receivables, contract assets and finance lease

carrying amounts of approximately HK$15,732,000,
HK$8,694,000 and HK$110,589,000 respectively. The
Group had reversed expected credit loss (“ECL”) on
trade receivables, contract assets and finance lease
receivables with aggregate amount of approximately
HK$164,000 in consolidated profit or loss during the
year ended 31 July 2021.

The

periodic assessment on the recoverability of the

management of the Company performs
trade receivables, contract assets and finance lease
receivables and the sufficiency of the allowance for
ECL.

In estimating the allowance for ECL, the management

makes individual assessment for certain debtors
with significant balances and/or collectively through
groupings of various debtors that have similar loss
patterns, after considering various factors such as
the creditworthiness of respective customers, ageing
analysis, historical settlement records, and on-going
business relationship with the relevant customers
as well as the forecast of future macro-economic
conditions that may impact the customers’ abilities

to repay the outstanding balances.

We identified such impairment assessment as a key
audit matter due to the significant judgement required
to be exercised by the management and the high
estimation uncertainty in assessing the recoverability
of the customers.

CHINA ALL NATION INTERNATIONAL HOLDINGS GROUP LIMITED

receivables mainly included:

Obtaining an understanding, evaluating and
testing the management’s key internal control
and procedures for managing, monitoring the
billing and collection process and assessing the
recoverability of trade receivables, contract assets

and finance lease receivables;

Assessing the appropriateness of the provisioning
methodology and challenging the management’s
basis and judgement in determining ECL on trade
receivables, contract assets and finance lease
receivables as at 31 July 2021, including the
reasonableness of grouping of receivables, the
basis of estimation of loss rates and forward-
looking information, especially the market data
with particular focus on the impact of the

pandemic;

Discussing with the management about their
evaluation of the background, financial capability
of the debtors,
disputes with customers, any unforeseen delay

evaluation of the impact of

of the contract works and any significant changes
in credit quality of the debtors, and their credit
assessment that the outstanding amounts were
recoverable;
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KEY AUDIT MATTER - continued

Key audit matter How our audit addressed the key audit matters

Impairment assessment of trade receivables, contract assets and finance lease receivables — continued

Refer to the notes 4.8, 5(c), 17, 19 and 35(ii) to the consolidated financial statements — continued

Our procedures in relation to impairment assessment
of trade receivables, contract assets and finance lease

receivables mainly included — continued:

° Inquiring the management for (i) the status of each
of the material receivables past due as at the year
end and (ii) the billing status of each of material
contract assets, and corroborated explanations
from the management with supporting evidence;

° Testing the integrity of information used to
develop ECL methodologies, including ageing
analysis of receivables, on a sampling basis, to
the underlying financial records and post year end

settlements;

o Testing the accuracy and completeness of other
key data used by the management to determine

the ECL, on a sampling basis; and

° Evaluating the adequacy and appropriateness of
disclosures regarding the impairment assessment
of trade receivables, contract assets and finance
lease receivables in the consolidated financial

statements.
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INFORMATION OTHER THAN THE CONSOLIDATION FINANCIAL STATEMENTS AND AUDITOR’S
REPORT THEREON

The directors of the Company are responsible for the other information. The other information comprises all
the information in the Group’s 2021 annual report other than the consolidated financial statements and our

auditors’ report thereon.

Our opinion on the consolidated financial statements does not cover the other information and we do not

express any form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with the
consolidated financial statements or our knowledge obtained in the audit or otherwise appears to be materially
misstated. If, based on the work we have performed, we conclude that there is a material misstatement of
this other information, we are required to report that fact. We have nothing to report in this regard.

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

The directors of the Company are responsible for the preparation of the consolidated financial statements that
give a true and fair view in accordance with HKFRSs issued by the HKICPA and the disclosure requirements
of the Hong Kong Companies Ordinance and for such internal control as the directors of the Company
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 of the Company 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 of the Company either intend to liquidate

the Group or to cease operations, or have no realistic alternative but to do so.

The audit committee of the Company assists the directors in discharging their responsibilities for overseeing

the Group’s financial reporting process.
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AUDITORS’ 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 auditors’ report
that includes our opinion, solely to you, as a body, in accordance with our agreed terms of engagement,
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.

As part of an audit in accordance with HKSAs, we exercise professional judgement and maintain professional

skepticism throughout the audit. We also:

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

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

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

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

going concern.

° Evaluate the overall presentation, structure and content of the consolidated financial statements, including
the disclosures, and whether the consolidated financial statements represent the underlying transactions

and events in a manner that achieves fair presentation.
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AUDITORS’ RESPONSIBILITIES FOR THE AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS - continued

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

responsible for our audit opinion.

We communicate with the audit committee of the Company regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in internal

control that we identify during our audit.

We also provide the audit committee of the Company with a statement that we have complied with relevant
ethical requirements regarding independence, and to communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable, actions taken

to eliminate threat or safeguards applied.

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

Moore Stephens CPA Limited
Certified Public Accountants

Hung, Wan Fong Joanne
Practising Certificate Number: P05419

Hong Kong, 30 September 2021
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

For the year ended 31 July 2021

Revenue
Cost of services

Gross profit

Other income and gains

Administrative and other operating expenses

Reversal of/(provision for) impairment losses on trade
receivables, contract assets and finance lease receivables, net

Finance costs

Profit before income tax

Income tax expense

Profit for the year

Other comprehensive income/(expenses) for the year
ltems that may be reclassified subsequently to profit or loss:
Exchange differences on translation of financial statements of
foreign operations

Total comprehensive income for the year, net of income tax

Profit/(loss) for the year attributable to:
Owners of the Company
Non-controlling interests

Total comprehensive income/(expenses) for the year
attributable to:
Owners of the Company
Non-controlling interests

Earnings per share attributable to the owners
of the Company
— Basic and diluted (HK cents)

Notes

35(i)
8

11

30

30

12

2021 2020
HK$’000 HK$°000
166,860 188,422
(115,519) (129,927)
51,341 58,495
8,577 4,206
(18,018) (20,624)
164 (50)
(17,344) (21,075)
24,720 20,952
(7,675) (9,189)
17,045 11,763
6,607 (731)
23,652 11,032
17,050 11,650
(5) 113
17,045 11,763
23,657 10,919
(5) 113
23,652 11,032
4.15 2.83

The above consolidated statement of profit or loss and other comprehensive income should be read in

conjunction with the accompanying notes.
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

Non-current assets

Property, plant and equipment
Investment properties
Right-of-use assets

Finance lease receivables
Goodwill

Deposits paid

Current assets

Trade receivables

Contract assets

Finance lease receivables

Prepayments, deposits paid and other receivables
Restricted cash

Cash and cash equivalents

Current liabilities

Trade and other payables, deposits received and accruals
Contract liabilities

Loan from a shareholder

Lease liabilities

Tax payable

Net current assets

Total assets less current liabilities

Non-current liabilities
Deposits received
Deferred tax liabilities
Loan from a shareholder
Lease liabilities

Net assets

CHINA ALL NATION INTERNATIONAL HOLDINGS GROUP LIMITED

Notes

14
15
16
17
18
20

19
19
17
20
21
21

22
22
25
23

22
24
25
23

As at 31 July 2021

2021 2020
HK$’000 HK$’000
776 1,314
58,306 95,937
249 1,155
58,628 52,864
230 230
12,422 21,935
130,611 173,435
15,626 21,661
8,685 22,651
51,878 45,342
24,957 15,742
- 1,635
112,830 82,696
213,976 189,727
38,798 43,574
- 430
14,600 -
68,630 72,179
4,278 4,844
126,306 121,027
87,670 68,700
218,281 242,135
10,924 18,683
2123 2,264

- 13,123
82,944 110,182
95,991 144,252
122,290 97,883
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

As at 31 July 2021

2021 2020
Notes HK$°000 HK$’000

Equity
Share capital 26 4,112 4,112
Reserves 28 118,178 94,521
Equity attributable to owners of the Company 122,290 98,633
Non-controlling interests 30 - (750)
Total equity 122,290 97,883

The above consolidated statement of financial position should be read in conjunction with the accompanying

notes.

The consolidated financial statements on pages 88 and 189 were approved and authorised for issue by the

Board of Directors on 30 September 2021 and are signed on its behalf by:

Mr. Lin Ye Mr. Au Siu Chung
Director Director
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

For the year ended 31 July 2021

As at 1 August 2019

Profit for the year
Other comprehensive expenses
for the year
Exchange differences on translation
of financial statements of foreign
operations

Total comprehensive income for the year

Deemed capital contribution arising from
non-current interest-free shareholder’s
loan (Note 25)

As at 31 July 2020 and 1 August 2020

Profit/(loss) for the year
Other comprehensive income for the year
Exchange differences on translation
of financial statements of foreign
operations

Total comprehensive income/(expenses)
for the year

Disposal of a subsidiary (Note 31(a))

As at 31 July 2021

Attributable to owners of the Company

Non-

Share Share Other controlling Total

capital premium reserves  Sub-total interests equity

HK$’000 HK$°000 HK$’000 HK$’000 HK$°000 HK$’000
(Note 26)  (Note 28)  (Note 28)

4,112 24,394 52,643 81,149 (863) 80,286

- - 11,650 11,650 113 11,763

- - (731) (731) - (731)

- - 10,919 10,919 113 11,032

- - 6,565 6,565 - 6,565

4,112 24,394 70,127 98,633 (750) 97,883

= = 17,050 17,050 (5) 17,045

= = 6,607 6,607 = 6,607

= = 23,657 23,657 (5) 23,652

= = = = 755 755

4,112 24,394 93,784 122,290 = 122,290

The above consolidated statement of changes in equity should be read in conjunction with the accompanying

notes.
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CONSOLIDATED STATEMENT OF CASH FLOWS

For the year ended 31 July 2021

Cash flows from operating activities
Net cash generated from operations
Income tax paid
Interest received

Net cash generated from operating activities

Cash flows from investing activities

Net cash inflow/(outflow) on disposal of subsidiaries
Purchases of property, plant and equipment

Proceeds from disposal of property, plant and equipment

Net cash generated from investing activities

Cash flows from financing activities

Release of restricted cash

Repayment to a related party

Payment of principal portion of lease liabilities
Payment of interest portion of lease liabilities

Net cash used in financing activities

Net increase in cash and cash equivalents

Cash and cash equivalents at beginning of the year

Effect of foreign exchange rate changes

Cash and cash equivalents at end of the year

Notes

29(a)

31
14
14

21

29(b)
29(b)

21

2021 2020
HK$’000 HK$°000
130,996 89,290
(8,649) (6,571)
1,328 514
123,675 83,233
505 @)
(160) (103)

- 180

345 70

- 15,000

- (1,000
(80,885) (63,236)
(15,867) (16,387)
(96,752) (65,623)
27,268 17,680
82,696 65,518
2,866 (502)
112,830 82,696

The above consolidated statement of cash flows should be read in conjunction with the accompanying notes.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 July 2021

1. GENERAL INFORMATION

China All Nation International Holdings Group Limited (the “Company”) was incorporated and registered
as an exempted company with limited liability under the Companies Law of the Cayman Islands. The
Company’s issued shares are listed on the GEM of The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”). With effect from 17 November 2020, trading in the shares of the Company on Stock
Exchange has been resumed.

The registered office address of the Company is Windward 3, Regatta Office Park, PO Box 1350, Grand
Cayman KY1-1108, Cayman Islands with effect from 16 December 2020. The address of the Company’s
principal place of business in Hong Kong is Unit 2918, 29/F., Shui On Centre, No. 6—8 Harbour Road,
Wanchai, Hong Kong.

The Company is an investment holding company. The principal activities of the Company’s subsidiaries
are set out in Note 30.

These consolidated financial statements were approved and authorised for issue by the board of directors
on 30 September 2021.

2. BASIS OF PREPARATION

2.1 Statement of compliance

The consolidated financial statements have been prepared in accordance with Hong Kong Financial
Reporting Standards (“HKFRSs”), which collective term includes all individual HKFRSs, Hong Kong
Accounting Standards (“HKASs”) and Interpretations (“Int”) issued by the Hong Kong Institute
of Certified Public Accountants (“HKICPA”), accounting principles generally accepted in Hong
Kong and the applicable disclosure requirements of the Hong Kong Companies Ordinance. These
consolidated financial statements also comply with the applicable disclosure provisions of the Rules
Governing the Listing of Securities on GEM of the Stock Exchange (the “GEM Listing Rules”).

2.2 Basis of preparation of the consolidated financial statements

The consolidated financial statements for the year ended 31 July 2021 comprise the Company and
its subsidiaries (collectively referred to as the “Group”).

The measurement basis used in the preparation of the consolidated financial statements is the
historical cost basis. The functional currency of the Company, the investment holding subsidiaries
incorporated in the British Virgin Islands (the “BVI”) and subsidiaries incorporated in Hong Kong
are Hong Kong dollars (“HK$”) and subsidiaries established in the People’s Republic of China (the
“PRC”) have their functional currency in Renminbi (“RMB”). These consolidated financial statements
have been presented in HK$ as the directors of the Company consider that it is more appropriate
to adopt HK$ as the Group’s and the Company’s presentation currency. All values are rounded to
the nearest thousand except when otherwise indicated.
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BASIS OF PREPARATION - continued

2.2 Basis of preparation of the consolidated financial statements — continued

The preparation of the consolidated financial statements in conformity with HKFRSs requires the
use of certain critical accounting estimates. It also requires management to exercise its judgment
in the process of applying the Group’s accounting policies. The areas involving a higher degree
of judgment or complexity, or areas where assumptions and estimates are significant to the
consolidated financial statements, are disclosed in Note 5.

ADOPTION OF NEW OR AMENDMENTS TO HKFRSs
Adoption of amendments to HKFRSs
In the current year, the Group has adopted for the first time the following amendments to HKFRSs

issued by the HKICPA, which are relevant and mandatorily effective for the Group’s consolidated financial
statements for the accounting period beginning on or after 1 August 2020.

Amendments to HKFRS 3 Definition of a Business
Amendments to HKAS 1 and 8 Definition of Material
Amendments to HKFRS 9, HKAS 39 and HKFRS 7 Interest Rate Benchmark Reform

Conceptual Framework for Financial Reporting 2018 Revised Conceptual Framework for

Financial Reporting

The adoption of the amendments to HKFRSs in the current year has had no material impact on the
Group’s financial position and performance for the current and prior periods and/or on the disclosures
set out in the consolidated financial statements.

Impact on early adoption of Amendments to HKFRS 16 “Covid-19-Related Rent Concessions
beyond 30 June 2021” (the “2021 Amendments”)

The Group has early adopted the Amendments to HKFRS 16 “Covid-19-Related Rent Concessions” in
prior year and the 2021 Amendments in the current year. The 2021 Amendments extend the availability
of the practical expedient set out in paragraph 46A of HKFRS 16 to rent concessions on or before 30
June 2022. The early adoption of the 2021 Amendments has had no impact on the opening retained
earnings as at 1 August 2020 and the financial position and performance for the current year.

During the current year, certain lessors agreed to waive or reduce lease payments on several leases. The
Group has derecognised the part of lease liabilities that have been extinguished using the discounts rates
originally applied to these leases respectively, resulted in decrease in lease liabilities of approximately
HK$3,141,000, which have been accounted for as variable lease payment and recognised as “Other
income and gains” (Note 7) in profit or loss during the current year.
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ADOPTION OF NEW OR AMENDMENTS TO HKFRSs - continued

New or amendments to HKFRSs not yet effective

The following are new or amendments to HKFRSs that have been published and are mandatory for the

Group’s accounting periods beginning after 1 August 2021, but have not been early adopted by the

Group.

Amendment to AG 5

Amendments to HKFRS 3

Amendments to HKFRS 9,
HKAS 39, HKFRS 7, HKFRS
4 and HKFRS 16

Amendments to HKFRS 10
and HKAS 28

HKFRS 17

Amendments to HKAS 1

Amendments to HKAS 1 and

HKFRS Practice Statement 2

Amendments to HKAS 8

Amendments to HKAS 12

Amendments to HKAS 16

Amendments to HKAS 37

Amendments to HKFRSs

Effective for annual
reporting periods
beginning on or after

Accounting Guideline 5 Merger Accounting 1 January 2022
for Common Control Combinations
(Revised)
Reference to the Conceptual Framework 1 January 2022
Interest Rate Benchmark Reform — Phase 2 1 January 2021
Sale or Contribution of Assets between an To be determined”

Investor and its associate or Joint Venture

Insurance contracts and related 1 January 2023#
Amendments
Classification of Liabilities as Current or 1 January 2023#

Non-current and related amendments to

Hong Kong Interpretation 5 (2020)

Disclosure of Accounting Policies 1 January 2023

Definition of Accounting Estimates 1 January 2023

Deferred Tax related to Assets and 1 January 2023
Liabilities arising from a Single Transaction

Property, Plant and Equipment: Proceeds 1 January 2022
before Intended Use

Onerous Contacts — Cost of Fulfilling a 1 January 2022
Contract

Annual Improvements to HKFRSs 2018 — 1 January 2022
2020 Cycle
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ADOPTION OF NEW OR AMENDMENTS TO HKFRSs - continued

New or amendments to HKFRSs not yet effective — continued

##

On 6 January 2016, the HKICPA issued “Effective Date of Amendments to HKFRS 10 and HKAS 28” following
the International Accounting Standard Board’s equivalent amendments. This update defers/removes the effective
date of the amendments in “Sale or Contribution of Assets between an Investor and its Associate or Joint
Venture” that the HKICPA issued on 7 October 2014. Early adoption of these amendments continues to be

permitted.

As a consequence of the amendments to HKAS1, Hong Kong Interpretation 5 “Presentation of Financial
Statements — Classification by the Borrower of a Term Loan that Contains a Repayment on Demand Clause”

was revised in October 2020 to align the corresponding wording with no change in conclusion.

As a consequence of the amendments to HKFRS 17 issued in October 2020, HKFRS 4 was amended to extend
the temporary exemptions that permits insurers to apply HKAS 39 rather than HKFRS 9 for annual periods
beginning before 1 January 2023.

The Group has already commenced an assessment of the related impact of adopting the above new or

amendments to HKFRSs. So far, it has concluded that the above new or amendments to HKFRSs will

be adopted at the respective effective dates and the adoption of them is unlikely to have a significant

impact on the consolidated financial statements of the Group.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies applied in the preparation of theses consolidated financial statements

are set out below. These policies have been consistently applied to all years presented, unless otherwise

stated.

4.1

Basis of consolidation

These consolidated financial statements include the financial statements of the Company and the

entities controlled by the Company (its subsidiaries).
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

4.1

Basis of consolidation — continued

Subsidiaries

A subsidiary is an investee over which the Company is able to exercise control. Control is achieved
when the Company has power over the investee, that expose or give rights to variable returns from
its involvement with the investee, and the Company is able to use its power to affect the amount
of returns from the investee. Generally, control is achieved with a shareholding of more than one
half of the voting rights over the relevant activities of the investee. The existence and effect of
potential voting rights that are exercisable or convertible are considered when assessing whether
the Company controls another entity.

The Group reassesses whether or not it controls an investee if facts and circumstances indicate
that there are changes to one or more of the three elements of control described in the accounting
policy for subsidiaries above.

Consolidation

Consolidation of a subsidiary begins when the Group obtains control over the subsidiary and
ceases when the Group losses control of the subsidiary. Specifically, income and expenses of a
subsidiary acquired or disposed of during the year are included in the consolidated statement of
profit or loss and other comprehensive income from the date the Group gains control until the
date when the Group ceases to control the subsidiary.

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

The financial statements of subsidiaries are prepared for the same reporting period as the Company,
using consistent accounting policies. When necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting policies in line with the Group’s accounting
policies. All intra-group assets and liabilities, equity, income, expenses and cash flows relating to
transactions between members of the Group are eliminated in full on consolidation. Unrealised
losses are also eliminated unless the transaction provides evidence of an impairment of the
transferred asset.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

41

Basis of consolidation — continued

Business combination not under common control

Optional concentration test

Effective from 1 January 2020, the Group can elect to apply an optional concentration test, on a
transaction-by-transaction basis, that permits a simplified assessment of whether an acquired set of
activities and assets is not a business. The concentration test is met if substantially all of the fair
value of the gross assets acquired is concentrated in a single identifiable asset or group of similar
identifiable assets. The gross assets under assessment exclude cash and cash equivalents, deferred
tax assets, and goodwill resulting from the effects of deferred tax liabilities. If the concentration
test is met, the set of activities and assets is determined not to be a business and no further
assessment is needed. If the concentration test is not met, or if the Group elects not to apply
the test, the Group shall then perform the assessment to determine if the inputs and substantive
process that together significantly contribute to the ability to create output are present, and to
determine whether the set of activities and assets is a business.

The Group applies the acquisition method to account for business combination not under common
control. The consideration transferred in a business combination is measured at fair value, which
is calculated as the sum of the acquisition-date fair values of the assets transferred by the Group,
liabilities assumed by the Group to the former owners of the acquiree and the equity interests issued
by the Group in exchange for control of the acquiree. The consideration transferred includes the
fair value of any asset or liability resulting from a contingent consideration arrangement. Identifiable
assets acquired and liabilities and contingent liabilities assumed in a business combination are

measured initially at their fair values at the acquisition date.

Acquisition-related costs are expensed as incurred.

When the Group acquires a business, it assesses the financial assets and liabilities assumed for
appropriate classification and designation in accordance with the contractual terms, economic
circumstances and pertinent conditions as at the acquisition date. This includes the separation of
embedded derivatives in host contracts of the acquiree.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

4.1

Basis of consolidation — continued

Business combination not under common control — continued

Optional concentration test — continued

If the business combination is achieved in stages, the Group’s previously held equity interest in the
acquiree is remeasured to fair value at the acquisition date (i.e. the date when the Group obtains
control), and the resulting gain or loss, if any, is recognised in the consolidated income statement.

Any contingent consideration to be transferred by the acquirer is recognised at fair value at the
acquisition date. Contingent consideration classified as an asset or a liability that is a financial
instrument and within the scope of HKFRS 9 is measured at fair value with changes in fair value
either recognised in consolidated profit or loss or as a change to other comprehensive income.
If the contingent consideration is not within the scope of HKFRS 9, it is measured in accordance
with the appropriate HKFRS. Contingent consideration that is classified as equity is not remeasured

and subsequent settlement is accounted for within equity.

Non-controlling interests

Non-controlling interests are presented in the consolidated statement of financial position within
equity, separately from equity attributable to the owners of the Company. Non-controlling
interests in the results of the Group are presented on the face of the consolidated statements of
comprehensive income as an allocation of the total profit or loss and total comprehensive income

for the year between non-controlling interests and the owners of the Company.

For each business combination, the Group elects whether to measure non-controlling interests that
are present ownership interests and entitle their holders to a proportionate share of the entity’s
net assets in the event of liquidation at fair value or at the non-controlling interests’ proportionate

share of the acquiree’s identifiable net assets.

Changes in ownership interests in subsidiaries without change of control

Transactions with non-controlling interests that do not result in a loss of control are accounted for
as equity transactions — that is, as transactions with the equity holders of the subsidiary in their
capacity as owners. The difference between fair value of any consideration paid and the relevant
share acquired of the carrying amount of net assets of the subsidiary is recorded in equity. Gains
or losses on disposals to non-controlling interests are also recorded in equity.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

41

4.2

Basis of consolidation — continued

Disposal of subsidiaries

When the Group ceases to have control, any retained interest in the entity is re-measured to its
fair value at the date when control is lost, with the change in carrying amount recognised in profit
or loss. The fair value is the initial carrying amount for the purposes of subsequently accounting
for the retained interest as an associate, joint venture or financial asset. In addition, any amounts
previously recognised in other comprehensive income in respect of that entity are accounted for as
if the group had directly disposed of the related assets or liabilities. This may mean that amounts
previously recognised in other comprehensive income are reclassified to profit or loss or transferred
to another category of equity as specified/permitted by applicable HKFRSs.

Separate financial statements

In the Company’s statement of financial position, interests in subsidiaries (included in Note 30) are
stated at cost less impairment loss, if any. Cost includes direct attributable costs of investment.
The results of subsidiaries are accounted for by the Company on the basis of dividend received

and receivable.

Impairment testing of the investments in subsidiaries is required upon receiving dividends from
these investments if the dividend exceeds the total comprehensive income of the subsidiary in
the period the dividend is declared or if the carrying amount of the investment in the separate
financial statements exceeds the carrying amount in the consolidated financial statements of the

investee’s net assets including goodwill.

Goodwill

Goodwill is initially measured at cost, being the excess of the sum of the consideration transferred,
the amount of any non-controlling interests in the acquiree, and the fair value of the acquirer’s
previously held equity interest in the acquiree (if any) over the net of the acquisition-date amounts
of the identifiable assets acquired and the liabilities assumed. If, after assessment, the net of the
acquisition-date amounts of the identifiable assets acquired and liabilities assumed exceeds the
sum of the consideration transferred, the amount of any non-controlling interests in the acquiree
and the fair value of the acquirer’s previously held interest in the acquiree (if any), the excess is
recognised immediately in consolidated statement of profit or loss and other comprehensive income
as a bargain purchase gain.
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4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

4.2

4.3

Goodwill = continued

If the initial accounting for a business combination is incomplete by the end of the reporting period
in which the combination occurs, the Group reports provisional amounts for the items for which
the accounting is incomplete. Those provisional amounts are adjusted during the measurement
period, or additional assets or liabilities are recognised, to reflect new information obtained about
facts and circumstances that existed as of the acquisition date that, if known, would have affected
the amounts recognised as of that date. After initial recognition, goodwill is carried at cost less
accumulated impairment losses, if any, and is presented separately in the consolidated statement
of financial position.

Goodwill is tested for impairment annually or more frequently if events or changes in circumstances
indicate that the carrying amount may be impaired. The Group performs its annual impairment test
of goodwill as at 31 July. For the purposes of impairment testing, goodwill is allocated to each of
the Group’s cash-generating units (“CGU”) (or groups of CGU) that is expected to benefit from the
synergies of the combination, irrespective of whether other assets or liabilities of the Group are
assigned to those CGU or groups of CGU. Impairment is determined by assessing the recoverable
amount of the CGU (or group of CGU) to which the goodwill relates. If the recoverable amount of
the CGU (or group of CGU) is less than its carrying amount, the impairment loss is allocated first
to reduce the carrying amount of any goodwill allocated to the CGU (or group of CGU) and then
to the other assets of the CGU on a pro-rata basis based on the carrying amount of each asset
in the CGU. Any impairment loss recognised for goodwill is not reversed in subsequent periods.

Where goodwill has been allocated to a CGU (or group of CGU) and part of the operation within
that CGU is disposed of, the goodwill associated with the operation disposed of is included in
the carrying amount of the operation when determining the gain or loss on the disposal. Goodwill
disposed of in these circumstances is measured based on the relative value of the operation

disposed of and the portion of the CGU retained.

Property, plant and equipment and depreciation

Property, plant and equipment are stated at cost less accumulated depreciation and any impairment
losses. The cost of an item of property, plant and equipment comprises its purchase price and
any directly attributable costs of bringing the asset to its working condition and location for its

intended use.
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4.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

4.3

Property, plant and equipment and depreciation — continued

Expenditure incurred after items of property, plant and equipment have been put into operation,
such as repairs and maintenance, is normally charged to consolidated profit or loss in the period
in which it is incurred. In situations where the recognition criteria are satisfied, the expenditure
for a major inspection is capitalised in the carrying amount of the asset as a replacement. Where
significant parts of property, plant and equipment are required to be replaced at intervals, the
Group recognises such parts as individual assets with specific useful lives and depreciates them

accordingly.

Depreciation is calculated on the straight-line basis to write off the cost of each item of property,
plant and equipment to its estimated residual value over its estimated useful life. The principal

annual rates used for this purpose are as follows:

— Leasehold improvements . Over the remaining life of the lease
but not exceeding 5 years

— Furniture, fixtures and office equipment : 20%-50%

— Motor vehicles o 20%

Where parts of an item of property, plant and equipment have different useful lives, the cost of that
item is allocated on a reasonable basis among the parts and each part is depreciated separately.

Estimated residual values, estimated useful lives and depreciation methods are reviewed, and
adjusted if appropriate, at the end of each reporting period.

An item of property, plant and equipment including any significant part initially recognised is
derecognised upon disposal or when no future economic benefits are expected from its use or
disposal. Any gain or loss on disposal or retirement recognised in consolidated profit or loss in the
year the asset is derecognised is the difference between the net sales proceeds and the carrying

amount of the relevant asset.
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4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

4.4

4.5

Investment properties

Investment properties are properties held to earn rentals and/or for capital appreciation, which
include leased properties that are being recognised as right-of-use assets and sub-leased by the

Group under operating leases.

Investment properties are initially measured at cost, including any directly attributable expenditure.
Subsequent to initial recognition, investment properties are stated at cost less subsequent
accumulated depreciation and any accumulated impairment losses. Depreciation is recognised so
as to write off the cost of investment properties over their estimated useful lives and after taking
into account of their estimated residual value, using the straight-line method.

If an investment property becomes a right-of-use asset because its use has been changed as
evidenced by the commencement of owner-occupation, the right-of-use asset’s deemed cost for
subsequent accounting shall be the carrying amount of investment property at the date of change

in use.

A change in use has occurred is based on an assessment of all relevant facts and circumstances.
The relevant facts include but not limited to the Group’s business plan, financial resources and
legal requirements. In isolation, a change in management’s intentions for the use of a property

does not provide evidence of a change in use.

An investment property is derecognised upon disposal or when the investment property is
permanently withdrawn from use and no future economic benefits are expected from its disposal.
When a leased property which is recognised as a right-of-use asset is derecognised if the Group
as intermediate lessor classifies the sublease as a finance lease, any gain or loss arising on
derecognition of the property (calculated as the difference between the net disposal proceeds and
the carrying amount of the asset) is included in consolidated profit or loss in the period in which
the property is derecognised.

Impairment of non-financial assets

Where an indication of impairment exists, the recoverable amounts of property, plant and equipment,
intangible assets and investment properties are estimated. An asset’s recoverable amount is the
higher of the asset’s or cash-generating unit’s value in use and its fair value less costs of disposal,
and is determined for an individual asset, unless the asset does not generate cash inflows that are
largely independent of those from other assets or groups of assets, in which case the recoverable
amount is determined for the cash-generating unit to which the asset belongs.
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4.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

4.5

4.6

Impairment of non-financial assets — continued

An impairment loss is recognised only if the carrying amount of an asset exceeds its recoverable
amount. 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. An impairment loss is charged to consolidated profit
or loss in the period in which it arises in those expense categories consistent with the function
of the impaired asset.

An assessment is made at the end of each reporting period as to whether there is an indication
that previously recognised impairment losses may no longer exist or may have decreased. If such
an indication exists, the recoverable amount is estimated. A previously recognised impairment
loss of an asset is reversed only if there has been a change in the estimates used to determine
the recoverable amount of that asset, but not to an amount higher than the carrying amount that
would have been determined (net of any depreciation and amortisation) had no impairment loss
been recognised for the asset in prior years. A reversal of such an impairment loss is credited to
consolidated profit or loss in the period in which it arises.

Leases

At inception of a contract, the Group assesses whether the contract is, or contains, a lease. A
contract is, or contains, a lease if the contract conveys the right to control the use of an identified
asset for a period of time in exchange for consideration. Control is conveyed where the customer
has both the right to direct the use of the identified asset and to obtain substantially all of the
economic benefits from that use.

(A) As a lessee

Allocation of consideration to components of a contract

For a contract that contains a lease component and one or more additional lease or non-lease
components, the group allocates the consideration in the contract to each lease component
on the basis of the relative stand-alone price of the lease component and the aggregate
stand-alone price of the non-lease components. Non-lease components are separated from
lease component on the basis of their relative stand-alone prices.

The Group applies a single recognition and measurement approach for all leases, except for
short-term leases and leases of low-value assets. The Group recognises lease liabilities to
make lease payments and right-of-use assets representing the right to use the underlying
assets.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

4.6 Leases — continued

A)

As a lessee — continued

Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition exemption to leases of leased properties
under sub-leases and office equipment that have a lease term of 12 months or less from the
commencement date and do not contain a purchase option. It also applies the recognition
exemption for lease of low-value assets. The Group decides whether to capitalise the lease
on a lease-by-lease basis. Lease payments on short-term leases and leases of low-value
assets are recognised as expense on a straight-line basis or another systematic basis over
the lease term.

Right-of-use assets

The cost of right-of-use assets includes:

° the amount of the initial measurement of the lease liability;

o any lease payments made at or before the commencement date, less any lease
incentives received;

° any initial direct costs incurred by the Group; and

° where applicable, an estimate of costs to be incurred by the Group in dismantling and
removing the underlying assets, restoring the site on which it is located or restoring
the underlying asset to the condition required by the terms and conditions of the lease,
discounted to their present value under HKAS 37 “Provisions, contingent liabilities and
contingent assets”.

Right-of-use assets are measured at cost, less any accumulated depreciation and impairment
losses (see Note 16), and adjusted for any remeasurement of lease liabilities, other than
adjustments to lease liabilities resulting from COVID-19-Related rent concessions in which
the Group applied the practical expedient.

Right-of-use assets in which the Group is reasonably certain to obtain ownership of the
underlying leased assets at the end of the lease term are depreciated from commencement
date to the end of the useful life. Otherwise, right-of-use assets are depreciated on a straight-
line basis over the shorter of its estimated useful life and the lease term.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

4.6 Leases — continued

(A) As a lessee — continued

Right-of-use assets — continued

The Group presents right-of-use assets that do not meet the definition of investment property
as a separate line item on the consolidated statement of financial position. Right-of-use assets
that meet the definition of investment property is presented within “investment properties”.

Lease liabilities

At the commencement date of a lease, the Group recognises and measures the lease liability
at the present value of lease payments that are unpaid at that date. In calculating the present
value of lease payments, the Group uses the IBR at the lease commencement date if the
interest rate implicit in the lease is not readily determinable.

The lease payments include:

o fixed payments (including in-substance fixed payments) less any lease incentives

receivable;

° variable lease payments that depend on an index or a rate, initially measured using the

index or rate as at the commencement date;

° amounts expected to be payable by the Group under residual value guarantees;

° the exercise price of a purchase option if the Group is reasonably certain to exercise
the option; and

° payments of penalties for terminating a lease, if the lease term reflects the Group

exercising an option to terminate the lease.

Variable lease payments that reflect changes in market rental rates are initially measured
using the market rental rates as at the commencement date. Variable lease payments that
do not depend on an index or rate are not included in the measurement of the lease liability
and right-of-use assets, and are recognised as expense in the accounting period in which

the event or condition that triggers the payment occurs.
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4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

4.6 Leases — continued

(A) As a lessee — continued

Lease liabilities — continued

After the commencement date, lease liabilities are adjusted by interest accretion and lease
payments. The Group remeasures lease liabilities (and makes a corresponding adjustment to
the related right-of-use assets) whenever:

° the lease term has changed or there is a change in the assessment of exercise of a
purchase option, in which case the related lease liability is remeasured by discounting
the revised lease payments using a revised discount rate at the date of reassessment.

° the lease payments change due to changes expected payment under a guaranteed
residual value in which cases the related lease liability is remeasured by discounting
the revised lease payments using the initial discount rate (unless the lease payments
change is due to a change in a floating interest rate, in which case a revised discount
rate is used).

The Group presents lease liabilities as a separate line item on the consolidated statement
of financial position.

Lease modifications

Except for COVID-19-Related rent concession in which the Group applied the practical
expedient, the Group accounts for a lease modification as a separate lease if:

° the modification increases the scope of the lease by adding the right to use one or
more underlying assets; and

° the consideration for the leases increases by an amount commensurate with the stand-
alone price for the increase in scope and any appropriate adjustments to that stand-
alone price to reflect the circumstances of the particular contract.

For a lease modification that is not accounted for as a separate lease, the Group remeasures
the lease liability based on the lease term of the modified lease by discounting the revised
lease payments using a revised discount rate at the effective date of the modification.
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4.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

4.6 Leases — continued

A)

As a lessee — continued

Lease modifications — continued

The Group accounts for the remeasurement of lease liabilities and lease incentives from
lessor by making corresponding adjustments to the relevant right-of-use asset, or is recorded
in profit or loss if the carrying amount of the right-of-use asset has been reduced to zero.

When the modified contract contains a lease component and one or more additional lease
or non-lease components, the Group allocates the consideration in the modified contract to
each lease component on the basis of the relative stand-alone price of the lease component

and the aggregate stand-alone price of the non-lease components.

COVID-19-Related rent concessions

In relation to rent concessions that occurred as a direct consequence of the COVID-19
pandemic, the Group has elected to apply the practical expedient not to assess whether the

change is a lease modification if all of the following conditions are met:

(@) the change in lease payments results in revised consideration for the lease that is
substantially the same as, or less than, the consideration for the lease immediately

preceding the change;

(b) any reduction in lease payments affects only payment originally due on or before 30
June 2021; and

(c) there is no substantive change to other terms and conditions of the lease.

The 2021 Amendment extends the availability of the practical expedient set out in paragraph
46A of HKFRS 16 to rent concessions on or before 30 June 2022.

A lessee applying the practical expedient accounts for changes in lease payments resulting
from rent concessions the same way it would account for the changes applying HKFRS 16
if the changes are not a lease modification. Forgiveness or waiver of lease payments are
accounted for as variable lease payments. The related lease liabilities are adjusted to reflect
the amounts forgiven or waived with a corresponding adjustment recognised in the profit or

loss in the period in which the event occurs.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

4.6 Leases — continued

B)

As a lessor

Classification and measurement of leases

When the Group is an intermediate lessor, it accounts for the head lease and the sublease
as two separate contracts. The sublease is classified as a finance or operating lease by
reference to the right-of-use asset arising from the head lease, not with reference to the

underlying asset.

Subleases for which the Group is an intermediate lessor are classified as finance or operating
leases. Whenever the terms of the sublease transfer substantially all the risks and rewards
incidental to ownership of head lease to the lessee, the contract is classified as a finance

lease. All other head leases are classified as operating leases.

Amounts due from lessees under finance leases are recognised as finance lease receivables
at commencement date at amounts equal to net investments in the leases, measured using
the incremental borrowing rate in the respective leases and recognised the difference between
the right-of-use assets and the net investment in the subleases in consolidated profit or loss.
Initial direct costs (other than those incurred by manufacturer or dealer lessors) are included
in the initial measurement of the net investments in the leases. Interest income is allocated
to accounting periods so as to reflect a constant periodic rate of return on the Group’s net
investment outstanding in respect of the leases.

Rental income from operating leases is recognised in consolidated profit or loss on a straight-
line basis over the term of the relevant lease. Initial direct costs incurred in negotiating and
arranging an operating lease are added to the carrying amount of the head lease, and such
costs are recognised as an expense on a straight-line basis over the lease term consistent

with investment properties from leased properties under sub-leases.

Rental income and finance income which are derived from the Group’s ordinary course of

business are presented as revenue.

Allocation of consideration to components of a contract

When a contract includes both leases and non-lease components, the Group applies HKFRS
15 to allocate consideration in a contract to lease and non-lease components. Non-lease
components are separated from lease component on the basis of their relative stand-alone

selling prices.
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4.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

4.6 Leases — continued

(B) As a lessor — continued

Refundable rental deposits

Refundable rental deposits received are accounted for under HKFRS 9 and initially measured
at fair value. Adjustments to fair value at initial recognition are considered as additional lease

payments from lessees.

Lease modification

Changes in consideration of lease contracts that were not part of the original terms and
conditions are accounted for as lease modifications, including lease incentives provided

through forgiveness or reduction of rentals.

The Group accounts for a modification to an operating lease as a new lease from the effective
date of the modification, considering any prepaid or accrued lease payments relating to the

original lease as part of the lease payments for the new lease.

4.7 Financial instruments

Financial assets and financial liabilities are recognised in the Group’s consolidated statement
of financial position when a group entity becomes a party to the contractual provisions of the
instrument.

Financial assets and financial liabilities are initially measured at fair value except for trade
receivables arising from contracts with customers (that do not have separately identified financing
components) which are initially measured in accordance with HKFRS 15. Transaction costs that
are directly attributable to the acquisition or issue of financial assets and financial liabilities (other
than financial assets or financial liabilities at fair value through profit or loss (“FVPL”)) are added
to or deducted from the fair value of the financial assets or financial liabilities, as appropriate, on
initial recognition. Transaction costs directly attributable to the acquisition of financial assets or

financial liabilities at FVPL are recognised immediately in consolidated profit or loss.

Financial assets

All regular way purchases or sales of financial assets are recognised and derecognised on a trade
date basis. Regular way purchases or sales are purchases or sales of financial assets that require
delivery of assets within the time frame established by regulation or convention in the market place.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

4.7 Financial instruments — continued

Financial assets — continued

Classification and measurement of financial assets

Financial assets are classified, at initial recognition, as subsequently measured at amortised cost,
fair value through other comprehensive income (“FVOCI”) and FVPL.

The Group assesses the classification and measurement of a financial asset based on the contractual

cash flows characteristics of the asset and the Group’s business model for managing the asset.

Financial assets that meet the following conditions are subsequently measured at amortised cost:

° the financial asset is held within a business model whose objective is to collect contractual
cash flows; and

° the contractual terms give rise on specified dates to cash flows that are solely payments of

principal and interest on the principal amount outstanding.

Financial assets that meet the following conditions are subsequently measured at FVTOCI:

° the financial asset is held within a business model whose objective is achieved by both
collecting contractual cash flows and selling; and

° the contractual terms give rise on specified dates to cash flows that are solely payments of

principal and interest on the principal amount outstanding.

All other financial assets are subsequently measured at FVPL, except that at the date of initial
application/initial recognition of a financial asset the Group may irrevocably elect to present
subsequent changes in fair value of an equity investment in OCI on initial recognition/as at date
of initial application of HKFRS 9 if that equity investment is neither held for trading nor contingent
consideration recognised by an acquirer in a business combination to which HKFRS 3 (Revised)
Business Combinations applies.

Financial assets are classified as FVPL when the financial asset is (i) contingent consideration that
may be paid by an acquirer as part of business combination to which HKFRS applies; (ii) held for
trading; or (iii) it is designated at FVPL.
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4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

4.7 Financial instruments — continued

Financial assets — continued

Classification and measurement of financial assets — continued

A financial asset is classified as held for trading if:

° it has been acquired principally for the purpose of selling in the near term;

° on initial recognition it is a part of a portfolio of identified financial instruments that the Group
manages together and has a recent actual pattern of short-term profit-taking; or

° it is a derivative that is not a financial guarantee contract of designated and effective as a
hedging instrument.

In addition, the Group may irrevocably designate a financial asset that are required to be measured
at the amortised cost or FVOCI as measured at FVPL if doing so eliminates or significantly reduces

an accounting mismatch.

(i) Financial assets at amortised cost

Financial assets at amortised cost are subsequently measured using the effective interest

method and are subject to the expected credit loss (“ECL”) assessment.

Effective interest method

The effective interest method is a method of calculating the amortised cost of a financial asset
or financial liability and of allocating and recognising interest income and interest expense
in consolidated profit or loss over the relevant period. The effective interest rate is the rate
that exactly discounts estimated future cash receipts or payments (including all fees and
points paid or received that form an integral part of the effective interest rate, transaction
costs and other premiums or discounts) through the expected life of the financial asset or
financial liability to the gross carrying amount of a financial asset or to the amortised cost
of a financial liability. When calculating the effective interest rate, the Group estimates the
expected cash flows by considering all the contractual terms of the financial instrument but

not considering the expected credit losses.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

4.7 Financial instruments — continued

Financial assets — continued

Classification and measurement of financial assets — continued

(i)

Financial assets at amortised cost — continued

(ii)

Effective interest method — continued

Interest income is recognised using the effective interest method for debt instruments

measured subsequently at amortised cost.

Interest income is calculated by applying the effective interest rate to the gross carrying
amount of a financial asset, except for financial assets that have subsequently become credit-
impaired (see below). For financial assets that have subsequently become credit-impaired,
interest income is recognised by applying the effective interest rate to the amortised cost
of the financial asset from the next reporting period. If, in subsequent reporting period, the
credit risk on the credit-impaired financial instrument improves so that the financial asset
is no longer credit-impaired, interest income is recognised by applying the effective interest
rate to the gross carrying amount of the financial asset from the beginning of the reporting
period following the determination that the asset is no longer credit impaired.

The calculation does not revert to the gross basis even if the credit risk of the financial asset
subsequently improves so that the financial asset is no longer credit-impaired.

Accounting policy of impairment of financial assets measured at amortised cost is stated in
Note 4.8.

Interest income which are derived from the Group’s ordinary course of business are presented
as other income.

Financial assets at FVPL

Financial assets that do not meet the criteria for being measured at amortised cost or FVOCI
or designated as FVTOCI are measured at FVPL.

Financial assets at FVTPL are measured at fair value at the end of each reporting period,
with any fair value gains or losses recognised in consolidated profit or loss. The net gain or
loss recognised in consolidated profit or loss excludes any dividend or interest earned on
the financial asset.
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4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

4.7 Financial instruments — continued

Financial assets — continued

Derecognition of financial assets

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar
financial assets) is primarily derecognised (i.e., removed from the Group’s consolidated statement
of financial position) when:

° the rights to receive cash flows from the asset have expired; or

o The Group has transferred its rights to receive cash flows from the asset or has assumed
an obligation to pay the received cash flows in full without material delay to a third party
under a “pass-through” arrangement; and either (a) the Group has transferred substantially
all the risks and rewards of the asset, or (b) the Group has neither transferred nor retained

substantially all the risks and rewards of the asset, but has transferred control of the asset.

When the Group has transferred its rights to receive cash flows from an asset or has entered into
a pass-through arrangement, it evaluates if and to what extent it has retained the risk and rewards
of ownership of the asset. When it has neither transferred nor retained substantially all the risks
and rewards of the asset nor transferred control of the asset, the Group continues to recognise the
transferred asset to the extent of the Group’s continuing involvement. In that case, the Group also
recognises an associated liability. The transferred asset and the associated liability are measured
on a basis that reflects the rights and obligations that the Group has retained.

Continuing involvement that takes the form of a guarantee over the transferred asset is measured
at the lower of the original carrying amount of the asset and the maximum amount of consideration
that the Group could be required to repay.

Financial liabilities and equity instruments

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

a financial liability and an equity instrument.
Equity instruments
An equity instrument is any contract that evidences a residual interest in the assets of an entity

after deducting all of its liabilities. Equity instruments issued by a group entity are recognised at

the proceeds received, net of direct issue costs.
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4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

4.7 Financial instruments — continued

Financial liabilities

A financial liability is a contractual obligation to deliver cash or another financial asset or to
exchange financial assets or financial liabilities with another entity under conditions that are
potentially unfavorable to the Group or a contract that will or may be settled in the Group’s own
equity instruments and is a non-derivative contract for which the Group is or may be obliged to
deliver a variable number of its own equity instruments, or a derivative contract over own equity
that will or may be settled other than by the exchange of a fixed amount of cash (or another

financial asset) for a fixed number of the Group’s own equity instruments.

The Group classifies its financial liabilities at initial recognition, as financial liabilities at FVPL,
loans and borrowings, or as derivatives designated as hedging instruments in an effective hedge,
as appropriate.

All financial liabilities are recognised initially at fair value and net of directly attributable transaction
costs.

Financial liabilities subsequently measured at amortised cost

The Group’s financial liabilities include trade and other payables, deposits received, lease liabilities
and loan from a shareholder are subsequently measured at amortised cost, using the effective
interest rate method unless the effect of discounting would be immaterial, in which case they are
stated at cost.

Amortised cost is calculated by taking into account any discount or premium on acquisition and
fees or costs that are an integral part of the effective interest rate. The effective interest rate
amortisation is included in “Finance costs” in consolidated profit or loss.

Derecognition of financial liabilities

The Group derecognises financial liabilities when, and only when, the Group’s obligations are
discharged, cancelled or they expire. The difference between the carrying amount of the financial
liability derecognised and the consideration paid and payable, including any non-cash assets
transferred or liabilities assumed, is recognised in profit or loss.

CHINA ALL NATION INTERNATIONAL HOLDINGS GROUP LIMITED Annual Report 2020/21 115



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 July 2021

4.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

4.7

4.8

Financial instruments — continued

Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount is reported in the statement
of financial position if there is a currently enforceable legal right to offset the recognised amounts
and there is an intention to settle on a net basis, or to realise the assets and settle the liabilities

simultaneously.

Impairment of financial assets, contract assets and finance lease receivables

The Group recognises a loss allowance for ECL on financial assets (including trade receivables,
deposits paid and other receivables, restricted cash and cash and cash equivalents), contract
assets and finance lease receivables which are subject to impairment under HKFRS 9. The amount

of ECL is updated at each reporting date to reflect changes in credit risk since initial recognition.

Lifetime ECL represents the ECL that will result from all possible default events over the expected
life of the relevant instrument. In contrast, 12-month ECL (“12m ECL”) represents the portion of
lifetime ECL that is expected to result from default events that are possible within 12 months after

the reporting date.

Assessments are done based on the Group’s historical credit loss experience, adjusted for factors
that are specific to the debtors, general economic conditions and an assessment of both the current

conditions at the reporting date as well as the forecast of future conditions.

The Group always recognises lifetime ECL for trade receivables and contract assets without
significant financing component. The ECL on these assets are assessed individually for debtors

with significant balances and collectively using a provision matrix with appropriate groupings.

The Group recognises lifetime ECL for finance lease receivable that results from transactions
that are within the scope of HKFRS 16 since 1 August 2020. To measure the ECL, finance lease
receivables have been grouped based on shared credit risk characteristics or are assessed
individually for credit-impaired balances.

For all other instruments, the Group measures the loss allowance equal to 12m ECL, unless when
there has been a significant increase in credit risk since initial recognition, the Group recognises
lifetime ECL. The assessment of whether lifetime ECL should be recognised is based on significant

increases in the likelihood or risk of a default occurring since initial recognition.
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4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

4.8 Impairment of financial assets, contract assets and finance lease receivables — continued

()

Significant increase in credit risk

In assessing whether the credit risk has increased significantly since initial recognition, the
Group compares the risk of a default occurring on the financial instrument as at the reporting
date with the risk of a default occurring on the financial instrument as at the date of initial
recognition. In making this assessment, the Group considers both quantitative and qualitative
information that is reasonable and supportable, including historical experience and forward-

looking information that is available without undue cost or effort.

In particular, the following information is taken into account when assessing whether credit

risk has increased significantly:

- an actual or expected significant deterioration in the financial instrument’s external (if
available) or internal credit rating;

- significant deterioration in external market indicators of credit risk, e.g. a significant

increase in the credit spread, the credit default swap prices for the debtor;

- existing or forecast adverse changes in business, financial or economic conditions that
are expected to cause a significant decrease in the debtor’s ability to meet its debt

obligations;

- an actual or expected significant deterioration in the operating results of the debtor; or

- an actual or expected significant adverse change in the regulatory, economic, or
technological environment of the debtor that results in a significant decrease in the

debtor’s ability to meet its debt obligations.

Irrespective of the outcome of the above assessment, the Group presumes that the credit
risk has increased significantly since initial recognition when contractual payments are more
than 30 days past due, unless the Group has reasonable and supportable information that
demonstrates otherwise. The Group regularly monitors the effectiveness of the criteria used
to identify whether there has been a significant increase in credit risk and revises them as
appropriate to ensure that the criteria are capable of identifying significant increase in credit
risk before the amount becomes past due.
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4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

4.8 Impairment of financial assets, contract assets and finance lease receivables — continued

(i)

(if)

Definition of default

For internal credit risk management, the Group considers an event of default occurs when
information developed internally or obtained from external sources indicates that the debtor
is unlikely to pay its creditors, including the Group, in full (without taking into account any
collaterals held by the Group).

Irrespective of the above, the Group considers that default has occurred when a financial asset
is more than 90 days past due unless the Group has reasonable and supportable information
to demonstrate that a more lagging default criterion is more appropriate.

Credit-impaired financial assets

A financial asset is credit-impaired when one or more events of default that have a detrimental
impact on the estimated future cash flows of that financial asset have occurred. Evidence
that a financial asset is credit-impaired includes observable data about the following events:

- significant financial difficulty of the issuer or the borrower;

= a breach of contract, such as a default or past due event;

- the lender(s) of the borrower, for economic or contractual reasons relating to the
borrower’s financial difficulty, having granted to the borrower a concession(s) that the
lender(s) would not otherwise consider;

- it is becoming probable that the borrower will enter bankruptcy or other financial

reorganisation; or

= the disappearance of an active market for that financial asset because of financial

difficulties.
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4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

4.8 Impairment of financial assets, contract assets and finance lease receivables — continued

(iv)  Write-off policy

v)

The Group writes off a financial asset when there is information indicating that the counterparty
is in severe financial difficulty and there is no realistic prospect of recovery, for example,
when the counterparty has been placed under liquidation or has entered into bankruptcy
proceedings, or in the case of trade receivables, when the amounts are over one year past

due, whichever occurs sooner.

Financial assets written off may still be subject to enforcement activities under the Group’s
recovery procedures, taking into account legal advice where appropriate. A write-off
constitutes a derecognition event. Any subsequent recoveries are recognised in consolidated

profit or loss.

Measurement and recognition of ECL

The measurement of ECL is a function of the probability of default, loss given default (i.e.
the magnitude of the loss if there is a default) and the exposure at default. The assessment
of the probability of default and loss given default is based on historical data adjusted by
forward-looking information. Estimation of ECL reflects an unbiased and probability-weighted
amount that is determined with the respective risks of default occurring as the weights.

Generally, the ECL is the difference between all contractual cash flows that are due to the
Group in accordance with the contract and the cash flows that the Group expects to receive,

discounted at the effective interest rate determined at initial recognition.

Where ECL is measured on a collective basis or cater for cases where evidence at the
individual instrument level may not yet be available, the financial instruments are grouped

based on:

- Nature of financial instruments (i.e. the Group’s trade receivables, contract assets, and
finance lease receivables are each assessed as a separate group. Deposits paid and
other receivables, restricted cash and cash and cash equivalent are assessed for ECL

on an individual basis);

= Past-due status;

= Nature, size and industry of debtors; and

- External credit ratings where available.
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4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

4.8

4.9

4.10

Impairment of financial assets, contract assets and finance lease receivables — continued

(v)  Measurement and recognition of ECL — continued

The grouping is regularly reviewed by management to ensure the constituents of each group
continue to share similar credit risk characteristics.

The Group recognises an impairment gain or loss in consolidated profit or loss for all financial
instruments by adjusting their carrying amount, with the exception of trade receivables,
contract assets and finance lease receivables where the corresponding adjustment is
recognised through a loss allowance account.

Cash and cash equivalents and restricted cash

For the purpose of the consolidated statement of cash flows, cash and cash equivalents comprise
cash on hand and demand deposits, and short term highly liquid investments that are readily
convertible into known amounts of cash, are subject to an insignificant risk of changes in value,
and have a short maturity of generally within three months when acquired, less bank overdrafts
which are repayable on demand and form an integral part of the Group’s cash management.

For the purpose of the consolidated statement of financial position, cash and cash equivalents
comprise cash on hand and at banks, including term deposits, which are not restricted as to use.

Bank deposits which are restricted to use are included in “restricted cash”. Restricted cash is
excluded from cash and cash equivalents in the consolidated cash flow statements.

Income tax

Income tax comprises current and deferred tax. Income tax relating to items recognised outside
profit or loss is recognised outside consolidated profit or loss, either in other comprehensive

income or directly in equity.

Current tax assets and liabilities are measured at the amount expected to be recovered from
or paid to the taxation authorities, based on tax rates (and tax laws) that have been enacted or
substantively enacted by the end of each reporting period, taking into consideration interpretations

and practices prevailing in the countries in which the Group operates.

Deferred tax is provided, using the liability method, on all temporary differences at the end of
each reporting period between the tax bases of assets and liabilities and their carrying amounts
for financial reporting purposes.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

4.10 Income tax — continued

Deferred tax liabilities are recognised for all taxable temporary differences, except:

- when the deferred tax liability arises from the initial recognition of an asset or liability in a
transaction that is not a business combination and, at the time of the transaction, affects
neither the accounting profit nor taxable profit or loss; and

= in respect of taxable temporary differences associated with investments in subsidiaries, when
the timing of the reversal of the temporary differences can be controlled and it is probable

that the temporary differences will not reverse in the foreseeable future.

Deferred tax assets are recognised for all deductible temporary differences, the carry forward of
unused tax credits and any unused tax losses. Deferred tax assets are recognised to the extent
that it is probable that taxable profit will be available against which the deductible temporary
differences, the carry forward of unused tax credits and unused tax losses can be utilised, except:

- when the deferred tax asset relating to the deductible temporary differences arises from the
initial recognition of an asset or liability in a transaction that is not a business combination
and, at the time of the transaction, affects neither the accounting profit nor taxable profit;
and

= in respect of deductible temporary differences associated with investments in subsidiaries,
deferred tax assets are only recognised to the extent that it is probable that the temporary
differences will reverse in the foreseeable future and taxable profit will be available against

which the temporary differences can be utilised.

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 profit will be available
to allow all or part of the deferred tax asset to be utilised. Unrecognised deferred tax assets
are reassessed at the end of each reporting period and are recognised to the extent that it has
become probable that sufficient taxable profit will be available to allow all or part of the deferred
tax asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the
period when the asset is realised or the liability is settled, based on tax rates (and tax laws) that
have been enacted or substantively enacted by the end of each reporting period.

For the purposes of measuring deferred tax for leasing transactions in which the Group recognises
the right-of use assets, investment properties, finance lease receivables and the related lease
liabilities, the Group first determines whether the tax deductions are attributable to the right-of-use

assets, investment properties, finance lease receivables and the lease liabilities.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

4.10 Income tax — continued

4.11

For leasing transactions in which the tax deductions are attributable to the lease liabilities, the Group
applies HKAS 12 Income Taxes requirements to the leasing transaction as a whole. Temporary
differences relating to right-of-use assets, investment properties, finance lease receivables and
lease liabilities are assessed on a net basis.

Excess of depreciation on right-of-use assets and investment properties, finance income on finance
lease receivables and net income from sub-leasing right-of-use assets over the lease payments for
the principal and interest portion of lease liabilities resulting in net deductible temporary differences.

Deferred tax assets and deferred tax liabilities are offset if a legally enforceable right exists to
set off current tax assets against current tax liabilities and the deferred taxes relate to the same

taxable entity and the same taxation authority.

Revenue recognition

Revenue from contracts with customers

Under HKFRS 15, the Group recognises revenue when (or as) a performance obligation is satisfied,
i.e. when “control” of the goods or services underlying the particular performance obligation is

transferred to the customer.

A performance obligation represents a good or service (or a bundle of goods or services) that is

distinct or a series of distinct goods or services that are substantially the same.

Control is transferred over time and revenue is recognised over time by reference to the progress
towards complete satisfaction of the relevant performance obligation if one of the following criteria

is met:

° the customer simultaneously receives and consumes the benefits provided by the Group’s

performance as the Group performs;

° the Group’s performance creates or enhances an asset that the customer controls as the

Group performs; or

° the Group’s performance does not <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>