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CHAIRMAN'’S STATEMENT
ERWE

On behalf of the board (the “Board”) of directors (the
“Directors”) of Li Bao Ge Group Limited (the “Company”,
together with its subsidiaries, collectively known as the
“Group”), | hereby present to the shareholders of the
Company (the “Shareholders”) the audited consolidated
results of the Group for the year ended 31 December 2021
together with the comparative figures for the corresponding
period in 2020 as set out below for their consideration. Unless
otherwise specified, terms used herein shall have the same
meanings as those defined in the Company’s prospectus
dated 24 June 2016 (the “Prospectus”).

Business Review

The operating environment of the catering industry was
continued to remain a depression in 2021 with the recent
widely spread of the coronavirus disease 2019 (“COVID-19”
or “Pandemic”). Despite of the slightly improvement in China
as compared to 2020, the Group’s restaurants in Hong Kong
were still under pressure due to the subsisting COVID-19
and the compulsory social distancing measure. Such severe
measures in Hong Kong resulted in suspension of operation
of the Group’s restaurants in Hong Kong from time to time
or significant shortening of their operating hours. During
the year under review, the Group’s total revenue amounted
to approximately HK$274.6 million (2020: approximately
HK$236.4 million), representing a year-on-year increase
of approximately 16.2%. Loss attributable to owner of the
Company amounted to approximately HK$92.5 million (2020:
approximately HK$39.8 million) during the year. For financial
review, please refer to the section “Management Discussion
and Analysis” in this annual report.
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CHAIRMAN'S STATEMENT (Continued)
FERE @)

Future Outlook

The economic environment remains challenging in short
term due the widely spread of the COVID-19 in China and
Hong Kong since January 2020 producing a particularly
severe impact on the catering and retail industries. Though
the external uncertainties about the COVID-19 has become
the new normal, being a Chinese restaurant operator, the
Group will take all necessary steps by leveraging its ongoing
innovation and reform programmes to cope with the possible
waves of further outbreak in the future.

The management is optimistic that Hong Kong economy will
be gradually recovered in the second half of 2022 which may
also improve the consumer confidence level in Hong Kong.
The reopening of the borders between Hong Kong and China
will help to accelerate the recovery rate of economic activities
in Hong Kong to pre-pandemic levels.

When external uncertainties are eliminated, the Group’s
business is expected to recover quickly. With the expected
resumption of full operation of the Group’s restaurants and
gradual reopening of economy in Hong Kong and China, the
Group expects its financial performance in the second half of
2022 would be improved as compared to the same period in
2021.
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CHAIRMAN’S STATEMENT (Continued)
FEMRE @)

Appreciation

| would like to express my heartfelt gratitude to all of our
business partners, staff, investors and customers for their
support. The Group will continue to work tirelessly to boost
the sustainable development of the overall business.

Chan Chun Kit
Chairman and Executive Director

Hong Kong, 13 May 2022
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEN W&o

Business and Operational Review

The Group is a Chinese restaurant group recognised for
delivering Cantonese cuisine and Chinese banquet and dining
services.

For the year ended 31 December 2021, the Group operated
four full-service restaurants in Hong Kong under the brand
name of “Star of Canton (#]E &) (including the Kwun Tong
Restaurant which was closed in November 2021), a Thai
cuisine restaurant in Hong Kong, under the brand name of “La
Maison D’ Elephant (R /£)” (the “Thai (Mongkok) Restaurant”)
in a shopping mall in Mongkok district, three full-service
restaurants in Shenzhen, the PRC, under the brand name of
“Star of Canton (F|& A )” and five food counters in Shenzhen
and Shanghai under the brand name of “Star of Canton
(F] 28 &))" of which four food counters were closed during
2021. The Group had also operated twenty food counters
in Shanghai, the PRC, under the brand name of “Sun Kau
Kee (FTFAZ)” which were all closed during 2021 due to their
unsatisfactory performance.

Due to continued unsatisfactory customer visit, and the
unfavourable market conditions, the Group did not renew the
lease (which expired on 30 November 2021) for the Kwun
Tong Restaurant and ceased the operation of the Kwun Tong
Restaurant in November 2021 to avoid further loss and make
available the occupied working capital for other operation
needs of the Group.

All of the Group’s restaurants are strategically situated in
landmark shopping arcades or commercial complexes at
prime locations. The Group maintains a business philosophy
of offering quality food and services at reasonable prices in
an elegant and comfortable dining setting. All of the Group’s
restaurants target at mid-to-high end spending customers.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

EREF WM DN @)

As at 31 December 2021, the Group had,
in Hong Kong:

()  three Chinese restaurants, which were located in Tsim
Sha Tsui (i.e. The One Restaurant), Causeway Bay
(i.e. the CWB Restaurant) and Olympian City (i.e. the
Olympian Restaurant), respectively;

(i) one Thai cuisine restaurant (i.e. the Thai (Mongkok)
Restaurant) located in Mongkok;

in Shenzhen, the PRC:

(iii) three Chinese restaurants, which were located in
Futian District (i.e. the Shenzhen Restaurant and the
Shenzhen One Avenue Restaurant) and Baoan District

(i.e. the Shenzhen Uniwalk Restaurant), respectively;
and

in Shanghai, the PRC:
(iv) one food counter inside Shanghai Freshippo stores.

Due to the impact of the Pandemic, the expansion plan of the
Group has been delayed.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

EREF WM DN @)

FINANCIAL REVIEW

Revenue

For the year ended 31 December 2021, the Group recorded a
total revenue of approximately HK$274.6 million, representing
an increase of approximately 16.2% as compared to
approximately HK$236.4 million for the year ended 31
December 2020.

The Group’s total revenue for the year ended 31 December
2021 mainly comprised the aggregate revenue of the four
Chinese restaurants in Hong Kong of approximately HK$66.7
million (2020: six Chinese restaurants in Hong Kong of
approximately HK$71.7 million), the revenue from the sales
of food ingredients of approximately HK$0.6 million (2020:
approximately HK$0.2 million), the revenue of the Thai
(Mongkok) Restaurant of approximately HK$10.2 million
(2020: approximately HK$7.6 million), the aggregate revenue
from the three Chinese restaurants in Shenzhen, the PRC,
of approximately HK$178.2 million (2020: approximately
HK$136.6 million), and the aggregate revenue from Freshippo
operation inside Shenzhen and Shanghai Freshippo stores of
approximately HK$18.8 million (2020: approximately HK$19.6
million).

Excluding the revenue contributed by the Kwun Tong
Restaurant which ceased operation in November 2021, the
aggregate revenue of the Group’s three Chinese restaurants
in Hong Kong for the year ended 31 December 2021
increased by approximately 8.6% as compared to the year
ended 31 December 2020. The aggregate revenue of the
Group’s three Chinese restaurants in Shenzhen increased by
approximately 30.4% over the same period. The Directors
consider such increases in revenue for Hong Kong was
mainly due to slight improvement in consumer confidence
level for dine in especially in the second half of 2021 and for
Shenzhen was mainly due to recovery of economic activities
after stabilisation of the Pandemic in PRC.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

EREF WM DN @)

Gross profit

The Group’s gross profit (i.e. revenue minus cost of materials
consumed) amounted to approximately HK$168.2 million for
the year ended 31 December 2021, representing an increase
of approximately 22.5% from approximately HK$137.3 million
for the year ended 31 December 2020, which was in line with
the increase in revenue in PRC during the year.

Employee benefits expense

Employee benefits expense was approximately HK$78.2
million for the year ended 31 December 2021 (2020:
approximately HK$66.2 million), representing an increase of
approximately 18.3% as compared to 2020 which was mainly
due to the increase in staff cost in PRC during the year ended
31 December 2021. Thanks to the Group’s staff cost control
measures, the employee benefits expense of its restaurant
staff maintained at a stable level in terms of percentage of
revenue as compared to the corresponding period of the
year ended 31 December 2020. Going forward, the Group
will continue to closely monitor the cost control in respect of
staff salaries, and at the same time regularly review the work
allocation of the staff in order to improve the work efficiency
and maintain a quality standard of service.

Depreciation

Depreciation for the year ended 31 December 2021 was
approximately HK$39.3 million (2020: HK$43.8 million) in
respect of right-of-use assets in relation to the Group’s leased
properties.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

EREF WM DN @)

Other expenses

Other expenses mainly include but not limited to expenses
incurred for the Group’s restaurant operation, consisting of
operating lease expenses, building management fee and air
conditioning charges, cleaning and laundry expenses, utility
expenses, service fees to temporary workers, advertising and
promotion. For the year ended 31 December 2021, other
expenses amounted to approximately HK$74.7 million (2020:
HK$61.5 million), representing an increase of approximately
HK$13.2 million or 21.5% which was mainly due to the
combined effects of (i) the trade and other receivables written-
off by approximately HK$2.1 million; (i) VAT recoverable
written-off by approximately HK$2.5 million mainly derived
from the dormant subsidiaries; (i) the increase of property,
plant and equipment written off by appropriately HK$1.1
million compare to 31 December 2020; (iv) the decrease
of COVID-19 rent concessions by approximately HK$5.1
million compare to 31 December 2020; and (v) the increase
of temporary staff costs by approximately HK$0.8 million
compare to 31 December 2020, which was in line with the
increase of revenue of approximately 16.2% compare to 31
December 2020.

Impairment losses on intangible assets, amount
due from a non-controlling shareholder and right-
of-use assets

The Company decided to use the brand name “Star of
Canton (F]Z M)’ in PRC instead of “Sun Kau Kee (¥13As2)”
in future and closed all food counters during 2021. In view of
above reasons, the Company considered that the intangible
assets of approximately HK$28.7 million were impaired. The
Company considered one of the non-controlling shareholders
defaulted his undertaking for repayment of the balance due
from him of approximately HK$9.9 million. The net impairment
loss on right-of-use assets amounting to approximately
HK$14.3 million recognised in 2021 was due to the Chinese
restaurants in Hong Kong continued to incur losses.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

EEET MmN @)

Finance costs

Finance costs for the year ended 31 December 2021 were
approximately HK$10.9 million (2020: HK$12.9 million) in
respect of interest expense on lease liabilities in relation to the
Group’s leased property, plant and equipment.

Loss attributable to owners of the Company

For the year ended 31 December 2021, the Group recorded a
loss attributable to owners of the Company of approximately
HK$92.5 million, whereas the Group recorded a loss
attributable to owners of the Company of approximately
HK$39.8 million for the year ended 31 December 2020.
Such loss-making position for the year ended 31 December
2021, representing a decline of financial performance by
approximately HK$52.6 million as compared to the last year,
was mainly due to the combined effects of (i) the increase
in aggregate operating losses of the Group’s restaurant
operations by approximately HK$6.4 million; (i) the record
of impairment losses on intangible assets of approximately
HK$28.7 million; and (iii) the record of impairment losses
on amount due from a non-controlling shareholder of
approximately HK$9.9 million.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

EREF WM DN @)

Liquidity, financial resources and capital structure
Capital Structure

The Group’s objectives in managing capital are to safeguard
its ability to continue as a going concern in order to provide
returns for its Shareholders and to maintain an optimal capital
structure to reduce the cost of capital.

In order to maintain or adjust the capital structure, the Group
may adjust the amount of dividends paid to its Shareholders,
return capital to its Shareholders, issue new Shares or sell
assets to reduce debt.

The Group monitors its capital on the basis of the gearing
ratio. The Group’s strategy, which was unchanged during the
year ended 31 December 2021, was to maintain the gearing
ratio at an acceptable level.

As at 31 December 2021, the Group’s cash and cash
equivalents were approximately HK$26.8 million, representing
a decrease of approximately HK$2.1 million as compared
with approximately HK$28.9 million as at 31 December 2020.
The decrease was mainly due to increase in cash used in
operations during the year.

As at 31 December 2021, cash and cash equivalents and
restricted bank deposits amounted to approximately HK$30.9
million, of which approximately HK$10.2 million and HK$20.7
million were denominated in Hong Kong dollars (“HK$”) and
Renminbi (“RMB”), respectively.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)
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Indebtedness and Banking Facilities

As at 31 December 2021, the Group had bank borrowings of
approximately HK$23.6 million, bearing interest rates at 2.75%
per annum and were guaranteed by The Hong Kong Special
Administrative Region (the “HKSAR?”), and bank overdraft of
approximately HK$1.1 million bearing interest rates at 6.5%
per annum was guaranteed by the Company.

As at 31 December 2021, the Group’s gearing ratio, which
is calculated based on the interest-bearing debts (excluding
lease liabilities) divided by total equity attributable to owners
of the Company (the “Shareholders’ Equity”), was irrelevant
as the Company has recorded a deficit in its Shareholders’
Equity as at 31 December 2021. The Directors, taking into
account the nature and scale of operations and capital
structure of the Group, will closely monitor the gearing ratio
and will adjust its business strategies to improve it to a
reasonable level.

Foreign Exchange Exposure

Most of the income and expenditures of the Group are
denominated in HK$ and RMB, which are the functional
currencies of the respective group entities. Although
HK$ is not pegged to RMB, the historical exchange rate
fluctuation on RMB was not significant during the year under
review. Thus, no significant exposure is expected on RMB
transactions and balances. Accordingly, the Group does not
have any material foreign exchange exposure. During the
year ended 31 December 2021, the Group had not used any
financial instruments for hedging purposes.

Securities in Issue

As at 31 December 2021, there were 1,000,000,000 ordinary
shares in issue. There was no movement in the issued share
capital of the Company during the year ended 31 December
2021.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)
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Significant Investment Held, Material Acquisition
or Disposal of Subsidiaries and Affiliated
Companies and Plans for Material Investment or
Capital Assets

There was no significant investment held, material acquisition
or disposal of subsidiaries and affiliated companies during
the year ended 31 December 2021. There was no plan for
material investment or capital assets as at 31 December
2021.

Charge on Assets

As at 31 December 2021, the Group did not have any
charge over its assets except for pledged bank deposit of
approximately HK$4.1 million disclosed below (2020: Nil).

As at 31 December 2021, the balance of approximately
HK$4.1 million (which was carried at the prevailing market
interest rate at 0.1% per annum) represents deposit pledged
at a bank to secure general banking facilities granted to the
Group, and therefore classified as current assets. All this
pledged bank deposits were denominated in HK$.

Save as disclosed above, the Group did not have any charge
over its assets as at 31 December 2021.

Contingent Liabilities

On 31 December 2019, Excel Linker (Hong Kong) Limited, an
indirect wholly-owned subsidiary of the Company received a
Writ of Summons together with an indorsement of claim dated
31 December 2019 issued in the High Court of the HKSAR
(the “Court Action”) by Foxhill Investments Limited as plaintiff
against Excel Linker (Hong Kong) Limited as defendant.
For details, please refer to the announcement tilted “Inside
Information — Litigation” dated 6 January 2020. A provision
of HK$6.0 million has been made in the audited consolidated
financial statements as at 31 December 2021 (2020: HK$3.5
million). The Company is currently seeking legal advice in
respect of the foregoing. The Company is of the view that the
Court Action did not and will not have any material adverse
impact on the ordinary operation and financial positions of
the Group. To the best knowledge of the Directors, no trial in
relation to the Court Action has been scheduled yet.

Saved as disclosed above, as at 31 December 2021, the
Group did not have any material contingent liabilities.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)
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Employees and Remuneration Policies

The Group had approximately 537 employees as at 31
December 2021 (2020: 683). The employee benefits
expense, including Directors’ emoluments, of the Group
were approximately HK$78.2 million (2020: HK$66.2
million) increased by approximately 18.3% compared to
31 December 2020. The increase was due to the Chinese
restaurants in China had a whole year operations for the year
ended 31 December 2021, however, these restaurants only
had approximately 10 months operations for the year ended
31 December 2020 as affected by the Pandemic.

The Directors and the senior management of the Company
(the “Senior Management”) receive compensation in the
form of salaries and discretionary bonuses with reference to
salaries paid by comparable companies, time commitment
and the performance of the Group. The Group regularly
reviews and determines the remuneration and compensation
package of the Directors and the Senior Management with
reference to, among other things, the market level of salaries
paid by comparable companies, the respective responsibilities
of the Directors and the Senior Management and the
performance of the Group.

The remuneration committee of the Board (the “Remuneration
Committee”) reviews and determines the remuneration and
compensation packages of the Directors with reference to
their responsibilities, workload, the time devoted to the Group
and the performance of the Group. The Directors may also
receive options to be granted under the share option scheme
adopted by the Company on 16 June 2016. During the year
ended 31 December 2021, no share option was granted to
the relevant participants pursuant to such scheme.

Dividend
The Board has resolved not to recommend the payment of

any final dividend for the year ended 31 December 2021
(2020: Nil).
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Prospects

Due to the uncertainties of the Hong Kong and China
economies and the widely spread of the Pandemic in Hong
Kong and China since January 2020 which seriously affected
the catering industry and is expected to continue throughout
2022, the Directors anticipate that the Group’s business will
face various challenges in the foreseeable future. The Group’s
key risk exposures and uncertainties are summarised as
follows:

i) the Group’s future success relies heavily on its ability
to constantly offer menu items, creatively-designed
banquet and dining services based on changing
market trends and changing tastes, dietary habits,
expectations and other preferences of the Group’s
target customers. As such, significant costs to survey
and research customer trends and preferences and
to develop and market new menu items, banquet
and dining services may be required, this may place
substantial burden on the Group’s managerial and
financial resources;

(ii) the operation of the Group may be affected by the
price of the food ingredients, including the price of the
imported food ingredients which will be affected by the
fluctuating exchange rate;

(iii) there may be labour shortage in the future and
competition for qualified individuals in the food and
beverage industry may be intense;

(iv) the Hong Kong and China economies may be further
worsened as a result of the unfavourable development
of the China-US trade war which would negatively affect
the consumption sentiments of the general public and
consequently the retail and catering sectors; and

(v) the widely spread of the Pandemic in Hong Kong and
China since January 2020, which may become serious
and adversely affect the Group’s restaurant operations
in the year to come.

For other risks and uncertainties facing the Group, please
refer to the section headed “Risk Factors” in the Prospectus.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)
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Nonetheless, the management is optimistic that (i) the
Pandemic will be stabilized in the second half of 2022 and
created conditions for reopening the borders between Hong
Kong and China; and (i) the Group can succeed and enhance
the Shareholders’ value in the medium to long run, based
on the years of experience of the Senior Management in
managing Chinese restaurant business in Hong Kong and
China and its business strategies as detailed below.

The Group is confidence that Hong Kong economy will be
gradually recover in the second half of 2022 which may also
improve the consumer confidence level in Hong Kong. The
reopening of the borders between Hong Kong and China will
help to accelerate the recovery rate of economic activities in
Hong Kong to pre-pandemic levels.

Going forward, the Group will continue to utilise available
resources to implement its business strategies, namely,
steady growth and prudent expansion in Hong Kong with
its multi-brand strategy, progressive expansion in the PRC
market, continuing promotion of brand image and recognition
through marketing initiatives, enhancement of existing
restaurant facilities and strengthening of staff training aiming
to attract more new customers. In addition, the Group will
continue to develop the online shopping platform for Star Of
Canton by putting more effort on promotion and marketing to
serve its customers.

The Group will also consider the expansion of its catering
business into other types of cuisines and operation modes
when opportunities arise, taking into account the Group’s
available resources, with the aim to maximize the return to its
Shareholders.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)
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Effect of COVID-19

In view of the widely spread of the Pandemic in China and
Hong Kong, the Group has been paying close attention to
the development of the Pandemic and making efforts to
prevent and control the spread of the virus. As part of the
Group’s efforts to facilitate better prevention and control of
the virus and ensure the health and safety of its employees
and customers, the Group has been shortening the operation
hours of its restaurants in Hong Kong. Besides, the Hong
Kong Government order for restaurants to increase spacing
between tables and limit the number of customers further
hit consumer sentiment and escalated business pressure
on the Group. During the year ended 31 December 2021,
the Group’s restaurants in Hong Kong have resumed limited
operation in evening hours because of the partial relaxation of
the Hong Kong Government order since late February 2021.
Subsequent to the year end, the Hong Kong Government
has implemented the vaccine pass initiative in three stages.
From 30 April 2022 and up to the date of this report, people
aged 18 or above who enter catering premises are required
to have received at least two doses of COVID-19 vaccine. In
addition, the Hong Kong Government has relaxed its social
distancing measures on catering business which include,
among others, starting from 5 May 2022 and up the date of
this annual report, restaurants are allowed to accommodate
eight persons at most per table.

The Group will closely monitor the market situation and the
development of the Pandemic, and will adjust its business
strategies to cater for the market trend and customer demand
in order to improve its financial performance going forward.
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Use of proceeds from the Rights Issue

The Company’s rights issue (the “Rights Issue”) was
completed on 17 December 2019 with net proceeds received
by the Company in the amount of approximately HK$45.8
million after deducting underwriting commissions and related
expenses. For details, please refer to the announcement titled
“Results of the Rights Issue on the Basis of One Rights Share
for Every Four Existing Shares Held on the Record Date”
dated 16 December 2019.

As at 31 December 2021, the net proceeds from the Rights
Issue were applied as follows:
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Planned use of
net proceeds

as stated in Actual use of
the listing net proceeds
documents dated up to
22 November 31 December
2019 2021
HEIR
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HK$’'000 HK$’000
FHET FExT
Repayment of the Group’s EEREEEKK
indebtedness and interest FERZ
expenses 7,500 7,500
Payment of renovation and SN AEEERBELRN
refurbishment costs of B MK A
the Group’s restaurants 20,500 20,500
General working capital —REEEE 17,800 17,800

As at 31 December 2021, approximately HK$45.8 million out
of the net proceeds from the Rights Issue had been used in
accordance with the planned usage as detailed above. As a
result, all the net proceeds from the Rights Issue has been
utilized as planned as at 31 December 2021.
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EVENTS AFTER THE REPORTING DATE OF
31 DECEMBER 2021

The Company has provided an update on the inside
information for a potential litigation. For details, please refer
to the Company’s announcement titled “Supplemental
Announcement - Inside Information- Potential Litigation”
dated 5 January 2022.

On 17 January 2022, the People’s Court of Pudong
New District of Shanghai* (/& m B R#FE A REBR)
has accepted a civil action filed by two non-controlling
shareholders (one of them is a legal representative) of a
non-wholly owned subsidiary in the PRC, /& £ & @

[ 22 8] ' regarding the request to liquidate the non-wholly
owned subsidiary. The court hearing of the above legal action
has been scheduled to begin on 23 May 2022. Based on the
legal advice from the PRC legal advisor, the directors of the
Company are of the view that the Group has valid grounds to
oppose the liquidation of the subsidiary as requested by the
non-controlling shareholders and expected that the above
legal action will not have any material adverse impact on the
business and/or operations of the Group.

Saved as disclosed above, the Board is not aware of any
important event requiring disclosure that has taken place
subsequent to 31 December 2021 and up to the date of this
report.

* For identification purpose only
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

B HRRELEE

Introduction, Environmental, Social and
Governance Policies

Li Bao Ge Group Limited (the “Company”, together with its
subsidiaries, “the Group” or “we”) is a Chinese restaurant
group recognised for delivering Cantonese cuisine, Chinese
banquet and dining services. For the year ended 31
December 2021 (the “Reporting Period” or “2021”), the Group
operated four full-service restaurants in Hong Kong under the
brand name of “Star of Canton (& ) (including the Kwun
Tong Restaurant which was closed in November 2021), a
Thai cuisine restaurant in Hong Kong, under the brand name
of “La Maison D’ Elephant (X )" (the “Thai (Mongkok)
Restaurant”) in a shopping mall in Mongkok district, three full-
service restaurants in Shenzhen, the PRC, under the brand
name of “Star of Canton (72 )" and five food counters in
Shenzhen and Shanghai under the brand name of “Star of
Canton (#]E )" of which four food counters were closed
during 2021. The Group had also operated twenty food
counters in Shanghai, the PRC, under the brand name of “Sun
Kau Kee (¥1ZA5C)” which were all closed during 2021 due to
their unsatisfactory performance. This Environmental, Social
and Governance Report (the “ESG Report”) summarises the
environmental, social and governance (“ESG”) initiatives,
plans and performances of the Group and demonstrates its
commitment towards sustainable development. The Group
attributes the growth and success to its dedication by offering
quality food and services to customers.

Board Statement

While striving for performance, we also pursue business
sustainability by being a responsible corporate citizen. We
are committed to maintaining high standards of business
practices in relation to environmental protection, social
responsibility and corporate governance, as we believe this is
the key to our continuous success in the future.

The board of directors of the Company (the “Board”) has an
ultimate responsibility for overseeing and making decision for
the Group’s ESG governance. The ESG governance mainly
related to environmental, climate and social aspects. The
Board is responsible to set up a general direction for the
Group’s ESG strategies, identify the risks and opportunities
impacting the Group, formulate ESG Policy and targets of
the Group, and review the Group’s performance. The Board
also ensures the effectiveness in the control of ESG risks and
internal control mechanisms.
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The Group has established the ESG taskforce (the
“Taskforce”). The Taskforce comprises core members
from different departments and is responsible for collecting
relevant information on our ESG aspects for preparing the
ESG Report. The Taskforce reports to the Board, assists
in identifying and evaluating the Group’s ESG risks and
the effectiveness of the internal control mechanisms. The
Taskforce also examines and evaluates our performances
in different aspects such as environment, health and safety,
labour standards and product responsibilities in the ESG
aspects.

The Board would review the updates in regulatory requirement,
set goals and target with Taskforce regularly to ensure the
strategies is on the right track and appropriate.

Reporting Scope

Unless specified otherwise, the ESG Report covers the
Group’s ESG performance of the headquarter office, and
the eight restaurant operations in Hong Kong and the PRC.
We collect the Group’s key performance indicators (“KPI”) in
environmental and social areas through the Group’s operation
control mechanism.

Reporting Framework

The ESG Report has been prepared in accordance with the
Environmental, Social and Governance Reporting Guide (the
“ESG Reporting Guide”) as set out in the Appendix 27 of the
Rules Governing the Listing of Securities on the Main Board
of the Stock Exchange of Hong Kong Limited (“HKEX”).
Information relating to the Group’s corporate governance
practices has been set out in the Corporate Governance
Report on pages 76 to 101 of this annual report.

Reporting Period and Principles

The ESG Report describes the ESG activities, challenges and
measures taken by the Group during the financial year ended
31 December 2021. We adhered to the reporting principles of
the ESG Guide that are described below in preparation of this
ESG report.

Materiality: Key ESG issues are identified through materiality
assessment, the processes and results of which are disclosed
in the part of “Stakeholder Engagement and Materiality
Assessment” in this ESG Report.
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Quantitative: Quantitative data in the ESG Report has been
explained its purpose and impacts, and been applicable for
comparisons.

Consistency: Consistent methodologies adopted to allow
meaningful comparisons of ESG data over time over the
years.

Stakeholder Engagement

The Group values its stakeholders and their views related
to its business and ESG issues. In order to understand and
address stakeholders’ concerns, we communicate with our
key stakeholders by ways of interviews and survey, including
but not limited to investors and shareholders, customers,
suppliers, employees, government and regulatory bodies, and
the community, non-government organisations (“NGOs”) and
media through different channels.

In formulating operational strategies and ESG measures,
we take into account stakeholders’ expectation and strive
to improve our performance through mutual cooperation
to create greater value for society. The Group’s major
stakeholders’ communication channels and their
corresponding expectations are as follows:

EE AREZEEHECHAHLEN R
FEWEAEITHR

—E KA -BUDAHRFEZIRE A
RERBIBETERRE ZHLE -
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Ml - RPIEZE BRI ENIE - WEBA
EAESNRASEEN RUESAIESR
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KRR ENEEMT

Stakeholders Communication channels Expectations
BE BRERE HE
Investors and e Annual general meeting and other e  Complying with relevant laws and
shareholders shareholder meetings regulations
REE MR e WRBFAGNHMERREGH o ETHBEEER
e  Financial reports e  Disclosing latest information of the
s HBWmE corporate in due course
e Announcements and circulars e HIEEBEARZIEM
o RENEK e  Financial results
e Corporate website o HIBEAE
LN FEprs e Corporate sustainability
o DNEAFKEBR
Customers e  Customer satisfaction surveys and e  Product and service responsibility
g feedback forms o FEEMERBEME

s EPMEEAERRER

e Customer service manager

o  HARKIE
e  Direct communication
s HEAER

e  Customer information and privacy
protection

s EPEEKLEBRE

e  Food safety

AN O o

4 Emz®
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Stakeholders Communication channels Expectations

BHE BRERE e

Suppliers e Supplier management meetings e  Fair competition

HrEm and events e RNEHF
e HEFNEESENED e Business ethics and reputation
e Supplier audit management system o R EEREZE
o HEMEEREGE e Cooperation with mutual benefits
e Site visits e SEHE
o EZE

Employees e Employee opinion surveys e Health and safety

(=] e EEERAL e REHZE

Government and
regulatory bodies

BT K BB R

Community,
NGOs and media
@ - FEBUT AL R
e

We aim to collaborate with our stakeholders to improve our
ESG performance and create greater value for the wider
community on a continuous basis.

Channels for employees’ feedback
(forms, suggestion box, etc.)
EERERE

(BR%x  BR#ME%)

Notice boards

H R

Performance reports
BRRE

Written response to public
consultation
EHEEBARBNA

Site visits

B2 E

Community investment programs
@R B 5t E

ESG reports

RE g hEAME

20 FEMERERAT —T-—EEEHRE

e Equal opportunities
. TEE®

° Remuneration and benefits

o EBHKRAEA
e  Career development
e BERERE

e  Tax payment as required by law

o IEMM

e  Business ethics

s WERBERE

e Complying with relevant laws and
regulations

o ESTHRBARAM

e  Giving back to society

o [MHEEHE

e  Environmental protection
o RIER#E

e Compliant operations

s AMK=E

BB RREAFSNHEESE RERME
RIE - e RERTENKRE  UHERT
B BlEE AEE -
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Materiality Assessment

To assist the Group in reviewing its operations, identifying
relevant ESG issues, and assessing the importance of those
relevant matters to our business and stakeholders, the
Group’s management, ESG Taskforce and staff in major
functions are involved in the preparation of the ESG Report.
We have compiled a survey in accordance with the identified
material ESG issues to collect information from relevant
departments, business units and stakeholders of the Group.
The following matrix is a summary of the Group’s material
ESG issues.

Materiality Matrix
EEMER

BEEMFE
RBHASEEEEXBKEE  HARIHEHA
BR -HehBAREE  LHEZFHES
BEHRMEBLRFNENEZE A5&H
BEE RR HekERFEAENEITIE
BRI E TH2RERARE o FAM
REEHNNERNRRE HERELGEEH
RELERES  RAAKRBENBEBEPT - 25
B RFHEWREEFR - THBREBEA
SEMNERRE HELEREHE-

Food Quality and Safety
AREEELS o

ﬁ Prevention of Child and Forced Labour
= P

% Working Hours and Rest T8 & 357 Custgmgzrisfrv?cfﬁ%‘u L

& Recruitment Promotion and Dismissal 1852 + & 7+ & f# (& =5 RIS

? H Anti-corruption X E)5 Health and Safety Management

% Diversity and Equal Opportunities R AL 2 EIE

R ZTALBERETSHE

= i : £ a5 i

% Remuneration and Benefits i Bl 218 7| \. o AAdvertising and Labeling & & S 4%

g Supply Chain Management { /& # & 1 \= o Development and Training B/ [ 7

g% Emglsjiitngas Energy Management 55 BE& 8 _Indoor Air Quality Management % M %2 S8 & E 32

R 25 R ater Management AH7KE' orporate Social Responsibility {b X4 2 &

= BRI o  WaterM BAER c Social Responsibilty %4t & % 4
Greenhouse Gas '\ .
Emissions Waste Management EE47%& I

BEREEPEK

Use of Packaging Materials 525 #4H F

° Sewage Discharge 557k #E kK

il
Level of Influence on Stakeholders’ Assessments and Decisions

Level of significance of Economic, Environmental and Social Impacts
HEHK  BRERMEFENEEUREE

During the Reporting Period, the Group confirmed that it
has established appropriate and effective management
policies and internal control systems for ESG issues, and
confirmed that the disclosed contents in the ESG Report are
in compliance with the requirements of the ESG Reporting
Guide.

Contact Us

We welcome stakeholders to provide their opinions and
suggestions. You can provide valuable advices in respect
of the ESG Report or our performances in sustainable
development by email at enquiry@starofcanton.com.hk.

RBERE AEREERERRE - L8Rk
EREESEEE EAMNEERRMA
MEEHNE YEILABREMBEENAR
MAERE HERERAMEREINER -

LR E

AMBORHEREELREH - B
DEEE S - AR
RAAOXRBRUEEER Bur

enquiry@starofcanton.com.hk °
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A. Environmental

28

A1. Emissions

The Group recognises that the long-term viability
of the Group’s business is closely linked with
the wellbeing of society. We are committed to
promoting green environment by introducing
environmentally friendly business practices,
educating our employees to enhance their
awareness on environmental protection, and
complying with relevant environmental laws and
regulations. We strive to minimise the potential
impacts of our business on the environment
and society in which we operate so to fulfil our
commitment on social responsibility.

In order to mitigate the environmental impacts
brought by the Group’s operations, we have
adopted and implemented relevant environmental
policies. These policies apply the emission
mitigation principles as well as the waste
management principles of “Reduce, Reuse, Recycle
and Replace”, with the objectives of minimising the
adverse environmental impacts, and ensuring the
emissions or wastes being generated are managed
in an environmentally responsible manner.

We have also embraced our responsibility to
create an environmentally sustainable business
by implementing measures that promote energy
conservation, waste reduction and any other green
initiatives across the life cycle of our services. We
are committed to educating our employees to raise
their awareness on environmental protection and
compliance with the relevant environmental laws
and regulations.

During the Reporting Period, the Group has
not identified any material non-compliance of
environmental laws and regulations in relation to air
and greenhouse gas (“GHG”) emissions, water and
land discharge, and the generation of hazardous
and non-hazardous wastes that have a significant
impact to the Group. Such environmental laws and
regulations include but are not limited to the Hong
Kong Air Pollution Control Ordinance (Cap. 311), the
Hong Kong Waste Disposal Ordinance (Cap. 354),
the Environmental Protection Law of the People’s
Republic of China, the Water Pollution Prevention
and Control Law of the People’s Republic of China,
and the Law of the People’s Republic of China on
Prevention and Control of Atmospheric Pollution.
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Exhaust Gas Emissions

The major source of exhaust gas generated by
the Group’s business operations were mainly
fuel consumed by vehicles for transportation and
towngas for cooking.

The Group strictly controls the emissions of
oil fumes in accordance with the legislation
requirements of Hong Kong and the PRC. To
control the emissions of oil fumes and other exhaust
gas, all restaurants of the Group have installed
exhaust emission systems and air pollution control
equipment, including mechanical ventilation systems
and oil fume exhaust filters. In addition, the Group
has formulated policies and implemented various
emission reduction measures to reduce emissions
from sources, such measures include but are not
limited to:

e Encourage the use of public transportation for
business commuting purposes;

e Reduce the number of business trips through
utilising electronic communication means such
as video conferences;

e QOperate vehicles that meet the emission
standards of the government; and

e Conduct regular vehicle maintenance to
maintain engine functions and reduce fuel
consumption, thereby reducing carbon and
exhaust gas emissions.
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In year 2020, we experienced several months
for providing limited dine-in services under social
distancing measures imposed by the Government
of the Hong Kong Special Administrative Region.
Due to the relax social distancing measures such
as resumption of dinnertime dine-in services and
relax of maximum number of persons allowed per
banquet, the overall exhaust gas emissions has
slightly increased during the Reporting Period. The
Group’s exhaust gas emissions performances were
as follows:

R-ZZE_ZFE REFEFANT
B8 BR A B e O AL 32 B B4 A
HPRBARNRHRERZRR
B X IR R A SR R B 0 0 NI 1R
BREERRBEBMEESEE RN
MZRZAB BREHRZEE
BE SR BE R E RS HRIE N o REE
BERBEAERINT

Types of exhaust gas Unit Emissions
% R B B BEME
2021 2020

—E-— —E-FF
Nitrogen Oxides (NOX) kg 1,905.33 1,859.69
REEY (NOX) /N
Sulphur Oxides (SOx) kg 8.90 8.65
Z&EH (SOx) /NI
Particulate Matter (PM) kg 15.36 19.73
BT B (PM) A

GHG Emissions

The major sources of the Group’s GHG emissions
are direct emissions from towngas cooking,
diesel and petrol consumed by vehicles (Scope
1), and indirect emissions from towngas cooking
and purchased electricity (Scope 2). The Group
actively adopts electricity conservation and energy
saving measures to reduce GHG emissions, such
measures include but are not limited to:

e Actively adopt vehicular emission reduction
measures. Relevant measures are described in
the section headed “Exhaust Gas Emissions” in
this aspect; and

e  Actively adopt measures for environmental
protection, energy conservation, and water-
saving. Relevant measures are described in
the section headed “Energy Management” in
aspect A2.
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The Group’s total GHG emissions has slightly
increased during the year mainly due to increased
usage of towngas from relax social distancing
measures. The Group’s GHG emissions
performances were as follows:

AEBZBERBHINEENF
MESORIE N - HEEHR MR
XigmERETKRREREL M-
AEBERREREBHRERT

Indicator? Unit Emissions
BiR2 By BHE
2021 2020

—E-—F —EIETF
Direct GHG emissions (Scope 1) tCOe 23,170.59 21,986.63
BEEAZERBHR(EE) WE A bR E 2
Indirect GHG emissions (Scope 2) tCO,e 7,980.38 8,297.35
MEREREHER(HBE2) W S E 8
Total GHG emissions (Scope 1 and 2) tCO.e 31,150.97 30,283.98
BERBENEE (BE1K2) WS EE
Total GHG emissions intensity tCO e/thousand revenue 0.11 0.13

Nl ——1

BEREBHNAETE WA LIREE

TITWA

Notes:

(1)  GHG emissions data is presented in terms of carbon dioxide
equivalent and are based on, but not limited to, “2020
Sustainability Report” published by CLP Power Hong Kong
Limited, “Sustainability Report 2020” published by HK Electric
Investments, “ESG Report 2020” published by the Hong Kong
and China Gas Company Limited, “How to prepare an ESG
Report — Appendix Il: Reporting Guidance on Environmental
KPIs” issued by the HKEX.

2) During the Reporting Period, the Group’s total revenue was
approximately HK$274.6 million. The data will also be used for
calculating other intensity data.

With the current size of business operation, we
target to have 5% total GHG emissions intensity
reduction target over three years compared with the
Reporting Period by the ways of maintaining indoor
temperature at an optimal level for comfort and
timely switching off the unuse e electrical appliance
and equipment at restaurants.

BEE

(1) AERBHRZEDR_S(LREER
5 WRBBEETRRTETNER
RABMGHR(CCZE_ZFARBERR
E) BBREGHN(CCETTFEARER
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BIERE P EME (fE EEIRE A
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ERERIESD
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Sewage Discharge

During daily operation, the Group generates
domestic sewage mainly in the course of food
preparation and cleaning. The sewage generated will
first be purified in the subsurface sewage treatment
system, then discharged to the urban sewage pipe
network. The Group has rigorously monitored the
usage and disposal of the sewage, and comply
with relevant laws and regulations to meet local
government sewage discharge standards. Since
the Group’s sewage are discharged through the
municipal sewage pipe network to the regional
water purification plant, our sewage discharged is
considered as the water consumed. Hence, the
performance of sewage discharged will be disclosed
in the section headed “Water Management” in
aspect A2.

Wastes Management

The Group adheres to the waste management
principles and strives to properly manage and
dispose all wastes produced in our business
activities. Our waste management practices comply
with related environmental protection laws and
regulations. The Group maintains a high standard
in wastes reduction, educates employees about
the importance of sustainable development, and
provides relevant supports in order to enhance their
skills and knowledge in sustainability.

Hazardous Wastes

Due to the Group’s business nature, the Group
did not generate significant amount of hazardous
wastes during the Reporting Period. Despite the
Group did not generate hazardous wastes, the
Group has established guidelines in governing the
management and disposal of hazardous wastes. In
case there are any hazardous wastes produced, the
Group is required to engage a qualified chemical
wastes collector to handle such wastes, and
complied with relevant environmental rules and
regulations. The reduction target was not applicable
to the Group.
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Non-hazardous Wastes
Food Wastes

Food wastes is considered as a major non-
hazardous waste type generated during the course
of our business operation as being a corporation
that is engaged in providing and delivering catering
and dining services. The Group has developed
stringent policies and procedures in managing food
wastes, and has appointed qualified professional
third parties in collecting and handling the food
waste generated. The Group has also placed a
number of designated garbage bins in different
areas in kitchens for staff to centralise food
wastes. The qualified wastes collector will collect
these garbage bins on a daily basis to ensure the
environmental hygiene of kitchens and restaurants.

In addition, the Group has appointed a waste
oil company to collect and recycle the waste oil
generated during the cooking process into biodiesel
so to ensure proper disposal of the waste cooking
oil generated from our restaurant operations. Apart
from appointing qualified third parties in handling
food wastes, the Group has also implemented
various measures in minimising food waste, such as
making better use of food ingredients. During the
Reporting Period, all food wastes generated by the
Group were collected and handled by qualified third
party wastes collector.

Other Wastes

Other wastes that are generated by the Group are
mainly office papers and dim sum papers. The
Group has adopted various initiatives and measures
to minimise the generation of such wastes. Such
initiatives and measures include but are not limited
to:

e Promote double-sided printing to utilise the use
of paper efficiently;

e Use recycled paper for printing and copying;

e Utilise electronic communication where
applicable; and

e Distribute office memos to remind staff to only
print necessary materials to avoid wastage.
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A2,

With the above waste reduction initiatives,
employees’ waste reduction awareness has been
raised. The Group’s reduction target is to achieve
10% reduction of total non-hazardous wastes
intensity by year 2031 from a base year of 2021
by studying to adopt electronic ordering system to
replace filling in the dim sum paper. The Group’s
non-hazardous wastes disposal performances were
as follows:

FBRE E MR D BEMIE I B
BEMRLVEMESETEHRES - &
SECRFEBEEABAMERMN
BEFHEZRFARBSEE LK
R_E=Z—FEREZEYERS
BERBDI0% (AT Z—FAH
EFE) AEENEESEMESE
BT -

Non-hazardous wastes type Unit Disposal
BEEEWER By EEE
2021 2020

—Eg-— —E_FTF
Office paper tonnes 1.60 0.44
PN i %
Dim sum paper tonnes 1.86 2.01
B 07}
Total non-hazardous wastes tonnes 3.46 2.45
BREEVES A
Total non-hazardous wastes intensity tonnes/million revenue 0.01 0.01
BREEVEETE W, B & T A

Use of Resources

The Group upholds and promotes the principle
of effective use of resources, and is committed
to optimising the use of resources in all of its
business operations. We promote green working
environment, and continue with initiatives to
introduce resource efficiency and eco-friendly
measures to the Group’s operations. The Group
has established relevant policies and procedures in
governing the use of energy, water and packaging
material with reference to the objective of achieving
higher efficiency and reducing the unnecessary use
of materials.
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Energy Management

The Group has developed related energy policy
to outline the framework on the efficient use of
energy. Employees are required to adopt the related
measures and initiatives, and assume responsibility
for the Group’s overall energy efficiency. By
establishing an energy management system, we
develop and regularly review our energy objectives
and targets to continuously enhance the Group’s
energy performance. Unexpected high consumption
of energy will be investigated to find out the root
causes, and corresponding preventive measures
will be taken where deemed necessary. The energy
consumption of the Group was mainly contributed
by electricity consumption for operation, gasoline
and diesel consumption for vehicles, and towngas
for cooking. The Group has introduced various
measures and initiatives to achieve the goal of
electricity saving and efficient consumption. Such
measures and initiatives include but are not limited
to:

e  Turn off all unnecessary electronic appliances
and devices when they are not in use to avoid
wastage of electricity;

e  Utilise natural ventilation where possible to
minimise the use of electricity in lightings;

e Use LED lightings instead of traditional lamps;

e Enhance the maintenance and overhaul of
equipment so as to maintain the best condition
of all electronic equipment for effective use of
electricity;

e Regulate the use of air conditioners to prevent
wastage of electricity; and

e Conduct regular maintenance for cooking
facilities to ensure optimal efficiency.
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The Group’s total energy consumption has slightly
increased by approximately 5.4% from 119,188.69
MWh in 2020 to 125,638.08 MWh in 2021. The
increase in energy consumed was due to the relax
of anti-infection measures in operation of restaurant
in Hong Kong. Also, the decrease in usage of
diesel and unleaded petrol was resulted from the
encouragement of the use of public transportation
for business commuting purposes. We target
to have reduction of total energy consumption
intensity in coming three years when compared
to the Reporting Period by reduction in electricity
consumption. We would achieve it by giving priority
to the purchase of energy-saving and environmental
protection equipment when replacing the broken
equipment. The Group’s energy consumption
performances were as follows:

AEBEMBARREREA T =
T FH)119,188.69 K B B 12 AN 47
54% % —F ~ — 1) 125,638.08
JKELEF - RERBFEIE NI AR E
BEBREBLCE R o thoh -
omkEinTHERERL TIH
REEERARTBTAEETY
BBYOMB - BKMOEERRER
BMOHEE RR=ZF 28
EXERREHEAEMTRE K
MEEANERIBEREREL
BEMERRRREERZEEZ -
AEBMERERERRNOT ¢

Energy type Unit Consumption
BE IR 2 Bl B HIEER
2021 2020
—B-—F —EETF
Total energy consumption MWh 125,638.08 119,188.69
REREE JK FL B
Total energy consumption intensity MWh/thousand revenue 0.46 0.50
REREERE JEEEE,F T
MWh/m? (rote 3) 8.61 8.09
JEE I, 75 oK (aEe)
Direct energy consumption
EERERE
Diesel MWh 0.66 19.15
g0 JK FL B
Unleaded petrol MWh 130.00 253.07
B30 0m JK L BF
Indirect energy consumption
A BEFE
Purchased electricity MWh 4,668.22 4,484.44
BEE K ELE
Towngas MWh 120,839.20 114,432.03
HR JKELBF
Note: B EE

(8)  As at 31 December 2021, the Group’s total floor area was
approximately 14,584.31 m2. The data will also be used for
calculating other intensity data.

36 FEmMERERAT —T-o—EEERS

@B RZZE-_—F+-—A=+—H8 K&EH
BUAATE 18 A 40 14,684.31 773K o it BiE
e RREHMEE L -



Water Management

The use of water is inevitable to maintain business
operation as being a high-quality catering service
provider. In order to reduce and minimise water
consumption, we encourage our employees and
customers to develop the habit of conscious water
use in order to reduce water consumption.

The Group has been strengthening its water-
saving promotion in various ways, such as posting
water-saving slogans near to water outlets in
kitchens, washrooms and sink areas, and guiding
employees to use water reasonably. Water pipes
and water taps are also checked regularly to
prevent water leakage. If abnormal conditions are
detected, employees are required to report to the
departmental managers and related department.

The decrease in water consumed was due to
effectiveness of the water-saving measures. The
Group’s water consumption performances were as
follows:
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Indicator Unit Consumption
EE B HEE
2021 2020

—E-—F —EETF
Water m? 150,099.00 142,985.00
Ak ST K
Water consumption intensity m?/thousand revenue 0.55 0.60
RKEE SR/ F A
Water consumption intensity m3/m? 10.29 9.70
FAKEE SLHRKTFTAK

Considering the location of our office and
restaurants, we do not have any issue in
sourcing water that is fit for purpose. As the
water consumption is essential for cleaning
and sanitization purpose, we would consider a
conservative target to have a reduction of 3% in
water consumption intensity per square meters
in five years by studying to install water aerator to
reduce water flow.

ERAREERQE BB ER
B RAIERBAGEKER LY E
BEEMAE - AR FEKEHR
BERENESENEREZ &M
#E B —ERT B IR - BE B
REEAKEB KR RAF
MG E T TR ZFKREER L 3% o
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AS.

Use of Packaging Materials

The packaging materials used by the Group are
mainly plastic containers and bags for take-away
orders. We have utilised every type of packaging
material by utilising the space of each in order to
avoid excessive packaging. During the Reporting
Period, the Group has consumed approximately
1.02 tonnes plastic packaging materials, which
approximates to 0.004 kg per thousand revenue.

The Environment and Natural Resources

The Group pursues the best practices for
environment protection and focuses on the Group’s
business impacts on the environment and natural
resources. In addition to complying with relevant
environmental laws and international standards
for protecting the natural environment, we have
integrated the concepts of environmental protection
and natural resource conservation into our internal
management and daily operations in order to
achieve environmental sustainability.

Indoor Air Quality Management

The Group heavily emphasises on indoor air quality,
and the Group has strict control over air quality
management. We prohibit anyone from smoking
in kitchen and dining areas. Any person who is
found to have violated such rule will be subjected to
disciplinary action, up to and including termination
of employment. Besides, the Group has installed
exhaust emission systems and air pollution control
equipment, including mechanical ventilation systems
and oil fume exhaust filters in all restaurants. This
helps to minimise the oil fume emissions and odour
nuisance arising from our restaurant operations.
Apart from these measures, the Group will also
conduct regular cleaning of the air conditioning
systems to ensure a high level of indoor air quality is
provided for both employees and customers.

Being under the threat of COVID-19, to ensure
the employees are working and the customers
are enjoying cuisine under a safe environment, the
Group has purchased and installed more air purifiers
in restaurant and office area.
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A4. Climate change Ad. RIZZ 1L

In recent decades, climate changes raise more
concerns around the world. Risk from extreme
weather caused by climate change may cause
pose risk to the Group’s stakeholders such as the
Group’s employees, suppliers and customers.
To address this, the Group continued to reduce
GHG emissions and energy consumption from our
operations through various environmental protection
measures as mentioned above during the Reporting
Period.

For acute physical risks such as storms, floods,
heatwaves may cause disruption to the supply chain
network. We continue to maintain a large supplier
base to ensure that there was alternative choice for
goods in the event of our suppliers being affected
by extreme weather conditions.

For transition risks such as change in laws and
regulations and change in customers preference,
as the Group is not producing significant amount
of GHG emission and maintaining the minimum
level of energy consumption, we believe that the
risk is relatively low. ESG Taskforce would continue
to identify the risks and opportunities faced by
the Group regarding climate change, monitor the
updates in new laws and regulations and regularly
report to the Board to ensure the Group meet the
regulatory requirement and reduce the impacts
towards the business operation.
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B1. Employment

Human resources are the foundation in supporting
the Group’s development, and we regard our
employees as the valuable asset of the Group. We
believe that success in hiring, training and retaining
talents is critical in providing reliable and quality
Services.

We have established relevant employment policies
to fulfil our vision on people-oriented management
strategy and realising the full potential of employees.
Relevant employment policies are formally
documented as the Employee Handbook, covering
aspects including recruitment, promotion and
dismissal, remuneration and benefits, working hours
and rest periods, diversity and equal opportunities,
etc. The Group will review these policies and the
employment practices periodically to ensure the
continuous improvements of our employment
standards.

During the Reporting Period, the Group did not
aware of any material non-compliance with laws
and regulations relating to compensation and
dismissal, recruitment and promotion, working
hours, rest periods, equal opportunity, diversity,
anti-discrimination and other benefits and welfare,
including but not limited to the Hong Kong
Employment Ordinance (Cap.57), the Hong Kong
Minimum Wage Ordinance (Cap. 608), the Labour
Law of the People’s Republic of China, and the
Labour Contract Law of the People’s Republic of
China that would have a significant impact on the
Group.
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Recruitment, Promotion and Dismissa

We adopt a robust, transparent and fair recruitment
processes based on merit selection against the
job criteria, and recruit individuals based on their
suitability for the position and their potential to fulffil
the Group’s current and future needs. The Group
attracts talents through open recruitment, and
candidates are subjected to assessments (both
written and technical depending on position’s
requirement) prior to employment. Employment
decision will be made based on results of the
assessment, work experience and overall ability of
the candidate.

The Group specifies the basis and process for
employees’ transfer and promotion. We offer
transfer and internal promotion opportunities for
employees who have outstanding work performance
so to optimise the allocation of human resources
within the Group. Transfer of job positions can
either be recommended by department supervisors
or through self-application; while promotions are
required to be recommended by department heads.

As at 31 December 2021, the Group has 537 full
time employees in the reporting scope with 72% of
male employee and 28% of female employee. The
breakdowns of our workforce by age group and
geographical regions are as follows:
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By age group By geographic region

REREAER &2 it 12 & 15 &

Under 30 years old 40% Hong Kong 16%
0T N

31-50 years old 34% The People’s Republic of China 84%
31-50%% hEE AR HAME

Over 50 years old 26%

50 A =
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The Group has formulated standardised procedures
for dismissal. Dismissal process will only be
proceeded with a reasonable basis, and the
Group forbids unreasonable dismissal under any
circumstances. The Group will ensure sufficient
communication has been conducted on the
problems prior to official dismissal. Employees
are required to return all company property to the
Human Resource Department upon leaving the
Company.

During the Reporting Period, the turnover rate
of total employees is 73%. The relatively high
in turnover rate during the Reporting Period
attributed from the closure of Chinese restaurants.
The turnover rate by gender, age group and
geographical regions are as follows:

AEECHERENRERT -
RERFESRESEEEET
AEBZILERNTEENER-
AREBEKERELBEANNLE
BREETREN BB BERAK
NEIBERR  ABRABARARME
FIEANEIRE °

R EERE BEEBRZREER
BT3% o HE B 2 m K RiBH
e AR @EEr N BEMME -
M Rl AR iR 2R Bl K 3 3R [ I8 2
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By gender By geographic region

g3k pa Zih 38 @i 8 2

Male 76% Hong Kong 67%
B 5

Female 65% The People’s Republic of China 74%
Z 4% R AR HEAE

By age group

RERAER &2

Under 30 years old 100%

30BR AR

31-50 years old 55%

31-505%

Over 50 years old 34%

50 8% A &£
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Remuneration and Benefits

The Group’s basis for remuneration is job-related
skills, qualifications, work performances, and
market conditions. Remuneration package includes
holidays and different leave types such as annual
leave, maternity leave, and sick leave. Due to
the Group’s business nature, the Group will run
business as usual on public holidays. Employees
who are working on public holidays are therefore
granted with compensatory leave. Besides, free
meals will also be provided during shift and staff
quarter for employees in the PRC. Discretionary
bonus may also be awarded based on individual
work performance.

In addition, the Group participates in the pension
scheme registered under the Mandatory Provident
Fund Schemes Ordinance of Hong Kong (the
“MPF Ordinance”) for the employees in Hong
Kong. It is funded by contributions from employer
and employees pursuant to the provisions of the
MPF Ordinance. The Group also pays “five social
insurance and one housing fund” for its employees
in the PRC, namely, endowment insurance, medical
insurance, unemployment insurance, employment
injury insurance, maternity insurance and housing
provident fund, to ensure employees are covered
by social insurance. Moreover, employees of the
Group in the PRC are members of respective state-
managed defined contribution retirement benefits
schemes operated by the local governments. The
employers and employees are obliged to make
contributions at a certain percentage of the payroll
under rules of the schemes.

Working Hours and Rest Periods

The Group has formulated policies in determining
the working hours and rest periods for employees
in accordance to local employment laws. Each
employee should only work for a maximum of 10
hours for a full-day shift, and 5 hours for a half-day
shift, excluding meal time and breaks in between.
Work schedules are arranged by department heads,
and employees can request the change in work
schedules by applying to department heads.
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B2.

Diversity and Equal Opportunities

The Group is committed to creating and maintaining
an inclusive and collaborative workplace culture. We
are dedicated to providing equal opportunities in all
aspects of employment, and maintaining workplace
that are free from discrimination, physical or verbal
harassment against any individual on the basis of
race, religion, colour, gender, physical or mental
disability, age, place of origin, marital status and
sexual orientation. With the aim of ensuring fair and
equal protection for all employees, we have zero
tolerance on sexual harassment or abuse in the
workplace in any form.

Health and Safety

The Group highly recognises the importance
of health and safety of our employees. We are
committed to providing employees a safe working
environment and strive to eliminate potential health
and safety health hazards at workplace. The
Group has implemented relevant policies to ensure
the health and safety of working environment.
We follow the occupational health and safety
guidelines recommended by the Hong Kong’s
Occupational Safety and Health Council and the
Drug Administration of Shenzhen Municipality.

During the Reporting Period, the Group was not
aware of other material non-compliance with laws
and regulations relating to providing a safe working
environmental and protecting employees from
occupational hazards, including but not limited to
the Hong Kong Occupational Safety and Health
Ordinance (Cap.509), the Hong Kong Employees’
Compensation Ordinance (Cap.282), Work Safety
Law of the People’s Republic of China, Fire
Protection Law of the People’s Republic of China
that would have a significant impact on the Group.
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Health and Safety Management

Each of the Group’s restaurants in Hong Kong
satisfies the requirements of the Hong Kong Public
Health and Municipal Services Ordinance (Cap.132)
in respect of means of ventilation, sanitary fitments,
facilities for cleansing equipment and utensils,
means of exit and entry, and fire safety. To maintain
a safe working environment and ensure employees’
health and safety, the Group has formulated and
implemented the Kitchen Safety Manual. The
Kitchen Safety Manual sets out clear guidance on
different occupational safety matters; instructions
on the use of kitchen equipment are also provided
in the manual. In addition, the Group provides
employees with appropriate safety equipment to
protect their bodies from injuries at work.

There were no reported cases of work-related
fatalities for the past three years, including the
Reporting Period. There are 21 employees who are
injured during work which caused 141 work days
lost during the Reporting Period. Corresponding
work safety training has been delivered to
employees after the accidents happened to remind
employees of good safety practices.

Fire Safety

The Group strictly follows the fire safety related
laws and regulations. Fire equipment such as
fire extinguishers and fire blankets are placed in
accordance with the law requirement. Fire safety
trainings are also arranged for employees across
all departments on a regular basis to raise the
awareness of the threat posed by fire to people,
property and our business community. Regular
fire and emergency drills will also be arranged
by the property management office and regional
governmental department for employees to ensure
employees are aware of the emergency procedures
and routes. In addition, the Group will conduct
regular safety inspections to minimise the safety
risks of employees and ensure safety standards are
met.
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B3. Development and Training

The Group regards our employees as the most
important asset and resource, and we recognise the
valuable contribution of our talents to the continued
success of the Group. We have developed training
strategies that focus on creating value and serving
the needs of our customers, employees and
society. In light of this, the Group focuses on the
establishment of internal management training and
development system which provides comprehensive
on-the-job training and clear career paths to
employees.

Development and Training

The Group offers a variety of training programmes to
employees based on their job duties. Such trainings
include induction trainings, vocational training on
food ingredients, food preparation and preservation,
flow of food production, hygiene conditions of the
kitchen and quality control in different aspects of
the restaurant operation. The Group also provides
trainings to all front-line employees on customer
services; posters on appropriate customer service
manners are also posted in kitchen areas to remind
employees the importance of good customer
service. The Group has always encouraged our
directors to attend relevant training courses in
receiving the latest news and knowledge regarding
corporate governance.
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During the Reporting Period, 44% of total
employees took part in training with following
breakdown by gender and employment categories:

g 48
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RRE R - & HH44% 2
2mEI - RIER MEEERE
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By gender By employment categories
g3 E o RERBERE S
Male 60% Senior level personnel 28%
Eegis BRAR
Female 40% Middle level personnel 35%
g PRAE

Entry level personnel 37%

MNHAE

The average training hours per employee was 5.26
hours with following breakdown by gender and
employment categories:

Average training hours by

BHRREEZFHXIIKH K526
N RRERREERERE D Z
BARIN T -

Average training hours by

gender: employment categories:
RURIB D 2 FIZ IR RERERE D < FHZINRH:
Male 4.69 Senior level personnel 11.11
S =/RAE
Female 6.65 Middle level personnel 5.31
gk hRAR
Entry level personnel 3.17
IE PN
During the Reporting Period, all directors had REEHE 28EFHE2M

attended at least one training course on the updates
of the Main Board Listing Rules of HKEX concerning
good corporate governance practices.
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B4. Labour Standards

Prevention of Child and Forced Labour

The Group strictly complies with national and local
employment laws and regulations, and prohibits
the employment of child and forced labour in both
the PRC and Hong Kong operations. During the
Reporting Period, the Group was not aware of
any material non-compliance with child and forced
labour related laws and regulations, including
but not limited to the Hong Kong Employment
Ordinance (Cap.57), the Labour Law of the People’s
Republic of China, and the Regulations on the
Prohibition of Using Child Labour in the People’s
Republic of China that would have a significant
impact on the Group. The Group’s employment
relationship with the concerned employee will
be immediately terminated in case there is any
irregularities noted in ages or identities.

Our recruitment post stipulates that only employees
over the age of 18 will be recruited and we require
all new employees to provide true and accurate
personal information when they join the Group.
Upon employment, recruiters will stringently review
employees’ personal information including medical
certificate, academic certificate, ID card, household
registration and other information. The Group has a
well-established recruitment process to check the
background of candidates and a formal reporting
procedure to deal with any exceptions. We also
conduct regular reviews and inspections to prevent
any child labour or forced labour in its operation.

Furthermore, employees of the Group only work
overtime if necessary and on a voluntary basis.
We also prohibit any punishments, management
methods and behaviours involving verbal abuse,
physical punishment, physical abuse, oppression,
sexual harassment, etc. against our employees
for any reason. In case any child or forced labour
noted, the Group would immediately prohibit the
arrangement and perform investigation for the cause
and rectify the job arrangement.
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B5. Supply Chain Management B5. it ESEEIE

Sourcing capability plays an important role in the
management of a restaurant operation, and an
effective supplier selection procedure is considered
as an essential element for our business operation.
The Group sets up a supplier management system
to closely evaluate and monitor suppliers regularly,
and puts forward requirements for suppliers on
environmental and social risk control.

Supply Chain Management

During the Reporting Period, the Group has 289
suppliers in total with 49% of suppliers from Hong
Kong and 51% suppliers from PRC. Hong Kong
and PRC suppliers are served to corresponding
operation area to save transportation cost and
reduce carbon footprint by limiting products
that require long shipping time. The Group has
established a rigorous supplier selection system
based on a set of selection criteria including
but not limited to price, quality of ingredients,
reputation, service quality, past performance, and
delivery efficiency. Background search will also be
performed to ensure that the Group has proper
understanding on the supplier selected. The Group
will also consider suppliers’ environmental and social
risks during the supplier selection process. Priority
will be given to supplier which holds certificates
or accreditations related to environmental or
social issues as part of our selection criteria. The
procedure is applicable to all suppliers for the
Group.

To ensure a steady supply of food ingredients and
minimise the risks of non-delivery, substandard
products and suppliers’ delinquencies, the Group
sources major raw materials from a number of
approved suppliers. The Group places great
importance to the quality of raw materials and
closely monitors if the suppliers have met the
aforementioned criteria.
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B6.

In hopes of maintaining the product quality and
safety, our Purchasing Department conducts
supplier reviews regularly including evaluation of.
All suppliers are required to hold valid licences
issued by the government, while all imported goods
shall obtain proper clearance from respective
authorities. Goods received from suppliers
have to be in compliance with the food labelling
requirements and relevant hygiene and sanitary
regulations. To safeguard the quality and condition
of goods, suppliers with past records of material
environmental or social accidents will be exempted
from the list of suppliers.

Open and Fair Procurement

The Group has formulated respective measures to
ensure suppliers could engage in fair competition
during the procurement process. Employees or
personnel having any interest relationship with
suppliers will not be allowed to participate in relevant
procurement activities. We have zero tolerance
towards bribery and corruption, and the practice
of partners or suppliers obtaining partnerships
or procurement contracts through any forms of
benefits transfer are strictly prohibited.

Product Responsibility

The Group attaches great importance to food and
service quality as well as corporate reputation,
and actively monitors the food and service quality
through internal controls. We also maintain
communication with our customers to ensure
understanding and meeting customer needs
and expectations, and continuously improve our
products and services by understanding customer
satisfaction level.
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During the Reporting Period, fine was paid for the
violation of sections in Prevention and Control of
Disease (Requirements and Directions) (Business
and Premises) Regulation (Cap.599F) regarding not
providing a distance of at least 1.5 metres tables
among restaurant tables. No further prosecution
was noted regarding the above-mentioned issues.
Regarding the violation, the Group has immediately
delivered a talk to employee to refresh and
remind all employee regarding the Government’s
requirement. We adhere to comply all needed
requirement issued by Food and Environmental
Hygiene Department.

Apart from above described, during the Reporting
Period, the Group was not aware of any material
non-compliance with laws and regulations relating
to health and safety, advertising, labelling and
privacy matters for products and services provided,
including but not limited to the Hong Kong Trade
Descriptions Ordinance (Cap.362), Food Safety
Law of the People’s Republic of China, Law of the
People’s Republic of China on Protection of the
Rights and Interests of the Consumers, and the
Advertising Law of the People’s Republic of China
that would have a significant impact on the Group.

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT (Continued)
RIE - tERERHE @)

RBESME - RMEZERGER &
THIERR (GRE RIER) (27 ME
Fr) #1651 (S5 599F &) R RN E
BEREZERHED15KEEN
MEMBE K- HMAEETED
HEEAEEEENE —PRBF-
HERITAMES AEBE LA
HESETHE  UEHMITIRE
FTEREBEMEBITMER - &M
BTIRYBRREGELEBEREHNE
WEHTE o

Br ESCRratE SN - AR HIR - A
EETIANBEBZEERREER
MREHEERERELT S BE
EELILBEEREEEBNR
HAEEERERATENT A
IR ETRMNE B MR RG]
(8362F) (FEARKEMEER
MEEE) (PEAREFEH
BERDZREID R(PEARK
MBE S L) °

Li Bao Ge Group Limited  Annual Report 2021 51



ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT (Continued)
RIE - tERERHE @)

52

Food Quality and Safety

The Group has placed great effort in ensuring and
maintaining the quality of food and ingredients for
restaurants’ daily operations. We have implemented
a Quality Control System that emphasises food
hygiene and safety as well as the sanitation and
cleanliness of restaurant premises. The Quality
Control System covers every aspect from food
preparation and cooking to the dining environment
of restaurants. We have also developed a series of
food safety policies to employees according to the
standards as required by governmental authorities.
Restaurant managers are responsible to monitor the
operations and performances of the restaurants so
to ensure the restaurant operations are in consistent
with the Group’s established guidelines and
policies. All employees, in particular kitchen staff are
required to strictly obey the policies on daily food
preservation and preparation, dress code and food
processing instructions.

To ensure and maintain food quality from source,
raw materials and food ingredients are sourced
primarily from the list of suppliers approved by the
Group’s senior management. Our standards for
selecting food ingredients are mainly based on the
place of origin, freshness, nutritional value, and
consumption safety. Freshness and quality of the
raw materials and food ingredients are examined on
a regular basis. The Group would cease sourcing
from those suppliers who fail to provide quality food
ingredients as specified.
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We also place great emphasis on the food
ingredients preservation process by developing
different standards and guidelines on the storage
of food ingredients. The Group has developed a
Warehouse Management System to specify different
instructions and measures to standardise the daily
logistics of the warehouse. Such measures include
storing food ingredients separately, tagging food
with exclusive labels, and marking opening dates
for each package of food to prevent consumption
after expiry date. It is believed that such measures
can better maintain food safety while ensuring
food quality. In addition, the hygiene of cutlery
and utensils are cleaned and sanitised routinely
to ensure food safety. Instructions in cleaning and
sanitising utensils are posted on kitchen walls to
ensure employees are aware of the procedures in
cleaning cutlery and utensils.

There are about eight staffs from different
restaurants involved in implementing various quality
control measures on food production, including,
among others, checking the quality upon purchase
of raw materials, receipt of food ingredients, cooking
and serving of foods.

To improve the Group’s reputation and to increase
customers’ confidence to our restaurants, we had
also participated in the Hong Kong Cooking Oil
Registration Scheme held by Hong Kong Quality
Assurance Agency of the Hong Kong Government
as a scheme companion.

During the Reporting Period, no products sold was
needed to be recalled for safety and health reasons
and no material complaints was received regarding
the products and services provided to customers.
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Customer Service

The Group is dedicated in providing excellent
customer experience through developing
standardised service management and delivering
quality catering service. We always welcome
customers in providing comments and feedback to
the Group and our restaurants.

In order to provide high-quality and customer centric
service, the Group has set up comprehensive
and concrete instructions to guide employees
in providing quality customer service manners.
Such guidelines include the correct positioning
of dishes and the handling method of food trays,
etc. All instructions are illustrated with pictures and
posted in kitchen areas so to provide employees
a clear image of the appropriate and standardised
method of delivering when serving customers. We
believe these instructions and guidelines can help to
improve employees’ customer service manner while
building the Group’s image of a high-quality catering
service provider.

During the Reporting Period, the Group’s Hong
Kong restaurants were accredited with The Quality
Tourism Services (QTS) Scheme administered
by The Hong Kong Tourism Board. Under the
scheme, QTS Scheme accredited establishments
must pass stringent annual assessments showing
that we met high standards of product quality and
service. To maintain high quality hygiene standard
of restaurants, the Group has regularly engaged
external supplier to perform work of pest control
and cleaning of fish tanks and carpets.
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The Group also values the feedback from
customers. Customers are encouraged to provide
feedback by filling in questionnaires on online
platforms or raising to staff or managers in the
restaurant, customer satisfaction surveys are
also conducted annually for collecting customer
feedbacks. All reviews and comments received from
customers will be submitted to restaurant managers
on a daily basis. We also provide regular trainings
to employees in handing enquiries and complaints
in a decent and professional manner. Restaurant
managers are responsible to settle complaints and
carry out further actions and follow-ups to improve
the quality of catering service provided by the
restaurant.

Advertising and Labelling

The Group prohibits the advertisements to disclose
descriptions, claims or illustrations that are not
true. The Group advertises our restaurants through
a variety of platforms, such platforms include
restaurant apps, billboards, and floor directories,
etc. By complying relevant legislations and code
of practices, the Group organises promotion
campaigns and creates advertising materials
to ensure they are reliable, reasonable, and not
containing any deceitful details or elements when
generating advertisements in order to protect
consumers’ interests, rights and benefits.

Intellectual Property Rights

The Group strives to protect its intellectual property
rights and respect intellectual property rights for
other parties. The Group’s employees are prohibited
from infringement of the intellectual property of
the Group or third parties. Only licenced software
was allowed to be used in restaurants and back
office. We closely monitor the status of all existing
licence and trademarks to ensure the validity of the
Company’s intellectual property rights.
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Customer data privacy

The Group emphasises the importance to the
protection of confidential data of our customers.
To ensure data privacy, all documents containing
sensitive commercial data are only allowed to
be used within the operation area. The data are
restricted to be used by the authorised employee
who are required to fully comply with the Personal
Data (Privacy) Ordinance (Cap.486) at all times
when handling customers’ personal data.

Anti-corruption

The Group believes that a corporate culture
with integrity is the key to the Group’s continued
success. We value the importance of anti-corruption
work and does not tolerate any corruptions, frauds
and all other behaviours violating work ethics.
During the Reporting Period, the Group was not
aware of any material non-compliance with relevant
laws and regulations of bribery, extortion, fraud
and money laundering, including but not limited to
the Hong Kong Prevention of Bribery Ordinance
(Cap.201), Company Law of the People’s Republic
of China, and Bidding Law of the People’s Republic
of China that would have a significant impact on the
Group. Also, there was no concluded legal cases
regarding corrupt practices brought against us or
our employees during the Reporting Period.

The Group does not allow any forms of corruption,
punishment measures will be taken once corruption
is identified and confirmed. The Group has
established the Code of Business Conducts, and
has put in place internal control mechanism to
prevent the occurrence of fraud, theft, bribery,
corruption and other misconducts involving
employees, customers and other third parties.
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The Group has formulated and documented policies
in the Employee Handbook that prohibits employees
from performing acts which will result to any forms
of corruption, such policies include prohibiting
employees from receiving gifts and tips from
customers, and prohibiting employees to obtain
or provide benefits to customers, contractors,
suppliers or those who have business relationships
with the Group.

During the Reporting Period, anti-corruption
training was delivered by mean of providing related
materials to all employees, including Directors to
raise their awareness towards anti-corruption and
keep updates on the latest requirement.

Whistle-blowing Mechanism

The Group has established a whistle-blowing
system and implemented the Whistle-blowing Policy.
This allows stakeholders to report negligence,
corruption, bribery and other misconduct to the
Group anonymously. The Group’s whistle-blowing
system was handled by senior management directly
who will investigate and process the reports and
complaints in a prompt, fair and confidential manner
when cases received.

Community Investment

Corporate Social Responsibility

The Group committed to strike balance between
society contribution and economic development.
As a responsible corporate citizen, we are
committed to embolden and support the public
by means of social participation and contribution
as part of its strategic development. We hope to
foster employees’ sense of social responsibility
by encouraging them to participate in all kind of
charitable activities during their work and spare time
to make greater contributions to the community.

During the Reporting Period, the Group donated
approximately HK$18,000 to Liaison Office of the
Central People’s Government for supporting of 2021
Henan Floods.

B8.

REBEAECBIF M) P HIEIL
EABEIE ZEILESELA
EEHEMERANETNTA -
ZEREBRBELIREERMTRFK
Bk g UARZEILEES
BFE AR HERNEREE
BEEBRENABERA KM
SRS o

KNSR ZfEBRMTEE
B(BRES RHEMERENNS
ARRRBRFI  RESHER
BB B o B T AR R TR o

SRR

AEBECEYREHE LB
BHRBK - £17 ?ﬂﬁ%TJ/M‘?ZK
SEEXZERZBT  E)5H
E%&EI@T\%GZ%°$%‘%E’U$

BHERBATEEAERE
BREREBERBEEERBIAR
B ATRERENSRAERE
728 4 B4R 3F o

HERSE
PELHEET
REBH DR ELS M B B3

REBEZERGYE -EREE
THEERR  RABINESB
LEM g AL EIEEE RS
MXFABR WHEBREER
B —&D HMHEBEBEE
BEHETET2NMEBERELTDY
i B S AL [ B KB R R
EEETMHEaEMERK-

RBEHE REBERARAR
I8 I Bt ¢ %#)J#/_\Hﬂ %%\2@18,000/%
T RARSE-ZT AL -

Li Bao Ge Group Limited  Annual Report 2021 57



ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT (Continued)
RIE - tERERHE @)

The ESG Reporting Guide Content Index of
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TEHE BEH —REER
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Aspect A3: The Environment and Natural Resources
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Subject Areas, Aspects,

General Disclosures and KPIs  Description Section/Declaration
TEER -EH —KREER
BREMER it 4= %l
Part B. Social
BE. #H &
Employment and Labour Practices
BREREZEIESR
Aspect B1: Employment
EBmEB1: ERE
General Disclosure Information on: Employment
(@) 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.
— MR BRAFI N mE BERET T ER

- -RA TEHRE Zhk K
I AR A N B 155 38 B AR N B
@ BE: &k
) EBFHBETAGEAXENEH
ER KRB EH -
KPI B1.1 Total workforce by gender, Employment — Recruitment,
employment type (for example, full- or Promotion and Dismissal
part-time), age group and geographical

region.

RS AE IR IE B RIS BERE (NEREEE) - EE-BE BAREE
FicR R mE D ESEE -

KPI B1.2 Employee turnover rate by gender, age Employment — Recruitment,
group and geographical region. Promotion and Dismissal

BBEAE IEIRB1.2 RIER - FRARN N RESHNEE ERE-—BE B KEE
i ==
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Subject Areas, Aspects,
General Disclosures and KPIs
TEHR - EEH - —REER
BARENER

Description

it

Section/Declaration

81

Aspect B2: Health and Safety
BHEB2: REHEZE

General Disclosure

— MK R

KPI B2.1

R E IR IZ B2.1
KPI B2.2
AR ENIEIZB2.2

KPI B2.3

PR A MG 1R B2.3

Information on:

(@) 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.

FARELZ 2 TERRRREEE @

RREMEED

(@ HEE: &

b) EBFTHETAGEAZENHEH
ERRBOINEHR -

Number and rate of work-related

fatalities occurred in each of the past

three years including the reporting

year.

BEZF (BEEHFR)BFREAT

THEIAB Rt o

Lost days due to work injury.

HAITEHRAIERE -

Description of occupational health and
safety measures adopted, and how
they are implemented and monitored.
T L FTBR AR B BB SR 42 R B 2 2 4R e
ARMEBERITRERTE -
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Health and Safety

Health and Safety — Health and
Safety Management

BFEELZE - (@RATEEE

Health and Safety — Health and
Safety Management
RBEEZ> - REERZ2ER
Health and Safety — Health and
Safety Management

BEEZE2-(EFREAT2EE
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Subject Areas, Aspects,

General Disclosures and KPIs  Description Section/Declaration
TEHE BEH —REER
BRENER it 3 Xl

Aspect B3: Development and Training

BEB3: &R K&

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

activities.

—RRIREE FARAEERITIERENINBE L FTERE
KRAEEHVIER © B e -

KPI B3.1 The percentage of employees trained Development and Training

by gender and employee category
(e.g. senior management, middle
management).
B B2 48 BB 1R B3.1 RIUEPINEEER (NERERRE - BHEIEI
TRERE)ESNZIIEEBDLL o
KPI B3.2 The average training hours completed  Development and Training
per employee by gender and employee
category.
RABEAE IE1R B3.2 RIERINEEERE D  BRERRT EEIEI
P 51| B S 15 By B

Aspect B4: Labour Standards
[BEB4 : & T XA
General Disclosure Information on: Labour Standards
(@ 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.
— MR BRABHIEE T Koamlss T - TR
(a) B &

() BFHBTAGEAXENEH
ER RO ER
KPI B4 .1 Description of measures to review Labour Standards
employment practices to avoid child
and forced labour.

RS AE IR IR B4 e B EANNEEAREET 4T
KNsglg5 T e

KPI B4.2 Description of steps taken to eliminate  Labour Standards
such practices when discovered.

RS AE IE1R B4.2 MIMEEFEERBARERBBAIBR % ITER

P EREX ) 25 B
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Subject Areas, Aspects,
General Disclosures and KPIs
TEHR - EEH - —REER
BARENER

Description

it

Section/Declaration

81

Operating Practices

EEEM

Aspect B5: Supply Chain Management

EEB5: HEHEEE
General Disclosure

—REE
KPI B5.1

FASE4E B IR B5.A
KPI B5.2

A S 4B IR 1R B5.2

KPI B5.3

FA AR W15 B5.3

KPI B5.4

B A 1R B5.4

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

B IR S A IROR A B R IBUR o
Number of suppliers by geographical
region.

iR E S HEREA o
Description of practices relating
to engaging suppliers, number of
suppliers where the practices are
being implemented, and how they are
implemented and monitored.

G R MR AVES - mEHR
TERAEINHEREE - A NIERE
WITRERE -

Description of practices used to
identify environmental and social risks
along the supply chain, and how they
are implemented and monitored.
A BB EETERSNRE
Rit g e B ol - A RAEERNTR
BERE-

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

el A BROE L FE R RS i 2 FRIRIREE
m R ARFSHVIE R - LA R AR TT R B
BHIE -

Supply Chain Management

HrEEEIR
Supply Chain Management

e

Supply Chain Management —
Supply Chain Management,
Open and Fair Procurement

HESEE-HEREE 1
B &R FEREE

Supply Chain Management

HrEgEE s

Supply Chain Management

HiERER

Li Bao Ge Group Limited  Annual Report 2021 65



ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT (Continued)
RIE - tERERHE @)

Subject Areas, Aspects,
General Disclosures and KPIs
TEHR - EEH - —REER
BARENER

Description

it

Section/Declaration

81

Aspect B6: Product Responsibility

EEB6: EmET
General Disclosure

— MR R

KPI B6.1

A S AR AR 15 B6. 1

KPI B6.2

A S AR IR 15 B6.2

KPI B6.3

R 4E NI 1EB6.3

KPI B6.4

RIS 1R B6.4

KPI B6.5

R4 I 1EB6.5

66

Information on:

(@ 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.

ERMREHERRRBFHEREYR

2 EBE BERRLEBEEURER
TIER
@ HE: &k

b)) BEBFHBETAGEAZENEH
ERRBOINER -
Percentage of total products sold or
shipped subject to recalls for safety
and health reasons.
EENCDEXEMEHPAL 2 ERE
FRIBEHMARKE B DL
Number of products and service
related complaints received and how
they are dealt with.
BN Em KRB HIRFEE LA K
JE¥ 30K -
Description of practices relating to
observing and protecting intellectual
property rights.
i REERRENBEEE@NE
K
Description of quality assurance
process and recall procedures.

W E ST R NERDKIER

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

R & B ERHMRIE KA BER - BA
NIRRT NER A -

MEMEBRARAR T —FFERSE

Product Responsibility

mt
=
b}
=

Product Responsibility — Food
Quality and Safety

EnEf-EmEE88RY

Hp

Product Responsibility — Food
Quality and Safety

EmBEf-RmEERELRE

Product Responsibility —
Intellectual Property Rights

EmE - FBERE

Product Responsibility — Food
Quality and Safety, Customer
Service
EmEf-BEmEEHEZY
BF RS

Product Responsibility -
Customer data privacy

EmBE-EPBELE
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Subject Areas, Aspects,
General Disclosures and KPIs
TEHR - EEH - —REER
BARENER

Description

it

Section/Declaration

81

Aspect B7: Anti-corruption
BEB7 : RES
General Disclosure

— MK R

KPI B7.1

BB IR 1R BT A

KPI B7.2

BB AE IR IR BT .2

KPI B7.3

R A ISR 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.

B ILEREE B1R  BEF AR E

Yy -

(a) B &

() BFHBOTAGEAXZENEH
EERIROINE R -

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.

RERANEEFTAKEEEREIL

EEAENEISRARMOEE KFR

AR o

Description of preventive measures

and whistle-blowing procedures,

and how they are implemented and

monitored.

el 77 S48 bt [ BIRARFF - LA 4B RS

MITRERTE-

Description of anti-corruption training

provided to directors and staff.

HlmEE KB TRENRETE -
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Anti-corruption

Anti-corruption

k&5

Anti-corruption — Whistle-blowing

Mechanism

RE S — B 5w
Anti-corruption

RES
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Subject Areas, Aspects,
General Disclosures and KPIs
TEHR - EEH - —REER
BARENER

Description

it

Section/Declaration

81

Community
HE

Aspect B8: Community Investment

EEB8: HERE

General Disclosure

—MRIX R

KPI B8.1

FASE4E B 1R B8
KPI B8.2

A S AR IR 15 B8.2

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.

BRI R R T REIT NEERN
EMHEFEMBREEB IS ER
A1 M s B BUR o

Focus areas of contribution (e.g.
education, environmental concerns,
labour needs, health, culture, sport).
ErEREE (WHE - REEH
BITHEK - ER- Xt 8BF) o
Resources contributed (e.g. money or
time) to the focus area.
EEIHBMBAEIR (I0e Bk
fd)
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HERIRE

Community Investment

HRIKRE
Community Investment
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BIOGRAPHICAL DETAILS OF DIRECTORS

ESEREHE

Executive Directors

Mr. Chan Chun Kit (B #& #¢) (“Mr. Chan”), aged 66,
is the chairman of the Board, the chief executive officer
of the Company, an executive Director and one of the
controlling shareholders of the Company (the “Controlling
Shareholders”). He is also the chairman of the nomination
committee of the Company (the “Nomination Committee”)
and a member of the Remuneration Committee. Mr. Chan
was appointed as a Director on 1 September 2015 and re-
designated as an executive Director on 23 September 2015.
Mr. Chan is responsible for the Group’s overall management,
strategic development, financial management and major
decision-making of the Group. He is also a director of various
subsidiaries of the Group. He is the father of Ms. Chan Wai
Sze Josephine, an executive Director.

From December 2012 to May 2014, Mr. Chan completed 13
courses including construction and operation management of
catering corporations of chain-store franchise system* (& X
125 A8 R 2R BB & E 12) held by the Graduate School
in Shenzhen, Tsinghua University in order to enhance the

brand management of the Group.

Mr. Chan has over 20 years of experience in the restaurant
business. He is currently the vice chairman of the Association
of Restaurant Managers. Mr. Chan is also the committee
member of the training committee of Chinese Cuisine Training
Institute.

* For identification purpose only

BHITES

RiRgERE (REE]D 665 REEZE
TFEARFITBAER BRITESERAR
AR (MEBRR]) 2 — - W AK
NRAREZEE ((REZEG ) IFELF
MEzEEXE REEAR-_ZT—HFNHA
—HEZEREF AIN_FT—RAFNA
“tHZREREAATEFT -RELERR
AEEEEEE KBRS MEEEME
KRR -BAAKEETAEESZ KB R
AIMES - RANTEEREBEFLL 2R -

RZE——F+-_AE-_FT—WNFHA -
PREENBERSBFINMRERTKEIE
BHROCEEHBAEREEEERE 130
RIZ AMNEAEEREER -

REEHEAB0FHEBEBLR - KR
REREE (MR EXHERERF - R
ERRTEFESRIRZEEERE -
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Ms. Chan Josephine Wai Sze (FR#Z#F) (“Ms. Chan”), aged
36, was appointed as an executive Director on 7 January
2020. She joined the Group in December 2019 and is also the
business development director of the Company. Ms. Chan
is the daughter of Mr. Chan Chun Kit, the Chairman of the
Board, an executive Director and a Controlling Shareholder.

Ms. Chan holds a degree of Bachelor of Commerce from
Ryerson University in Canada and a degree of Master of
Business Administration from the Chinese University of Hong
Kong. Prior to joining the Group, Ms. Chan worked at Yahoo!
Asia Pacific Pte. Ltd from April 2008 to September 2014 and
was subsequently promoted to senior operations engineer in
2018. Ms. Chan also worked at Kering Asia Pacific Limited
from September 2014 to September 2017 as a IT service
manager, and has then been engaged in the food and
beverage industry till November 2019.

Ms. Zhu Xueqin (%k & &) (“Ms. Zhu”), aged 44, was
appointed as an executive Director on 7 January 2020.
She is the general manager of a restaurant of the Group
located at Kerry Plaza, Futian District, Shenzhen, the PRC
(the “Shenzhen Restaurant”) and is responsible for the
management and administration of the Shenzhen Restaurant.
She joined the Group in May 2013.

Prior to joining the Group, Ms. Zhu worked at & JI| T £
T B = Z 8k B R A A (Shenzhen Prince Kitchen Catering
Company Limited*) from 2003 to 2009 with her last position as
deputy manager. From 2009 to 2012, she worked at T & T
T8 JEBBRA A (Jiangsu Prince Catering and Management
Limited*) with her last position as general manager.

* For identification purpose only

70 FimEpsEEARAT —T-—FEERE

MBSz (Ll 36K T
TZF-ALtHEZTARTEET -FRZ
E—NEF+_AMALREER  TEELARQ
AIMERERPHBE Rt BRIRE L
2R BRIRGEERESTSERF M7
BEENITRKRE -

BRZ T 15 B 1l & Kk B 7 X 2 (Ryerson
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Non-Executive Director

Mr. Chow Yiu Pong David (A& #) (“Mr. Chow”), aged
36, was appointed as an executive Director on 23 September
2015 and re-designated as a non-executive Director on 7
January 2020.

Mr. Chow obtained a Higher Diploma in Web-based
Technology for Business from Hong Kong Institute of
Vocational Education (Sha Tin) in July 2005. He further holds
a degree of Bachelor of Science (Information Technology)
from the Swinburne University of Technology in Melbourne,
Australia by way of distance learning in March 2007.

From July 2005 to March 2012, Mr. Chow worked at
Compass Business Solutions Limited as a programmer, and
was subsequently promoted to a technical consultant since
October 2008. Since July 2012, Mr. Chow has been working
at Tectura Hong Kong Limited as a client services consultant.

Independent Non-Executive Directors

Prof. Wong Lung Tak Patrick (& 8 &) (“Prof. Wong”),
aged 74, was appointed as an independent non-executive
Director during the period from 16 June 2016 to 31
December 2021. He was mainly responsible for overseeing
the management independently and providing independent
judgment on the issues of strategy, performance, resources
and standard of conduct of the Company. He was also the
chairman of each of the Company’s audit committee (the
“Audit Committee”) and legal compliance committee (the
“Legal Compliance Committee”).

Prof. Wong is a Practising Certified Public Accountant. He
has been the managing practising director of Patrick Wong
C.P.A Limited since November 2010 and has over 40 years
of experience in the accountancy profession. Prof. Wong was
awarded a Badge of Honour in January 1993 by the Queen
of England. He has been appointed as a Justice of the Peace
since July 1998 and was awarded a Bronze Bauhinia Star
(B.B.S.) in July 2010 by the Government of Hong Kong.

FHITES

BRAxE((AEXEE]) 36 R_F
—ﬁiﬂﬂ T+ ZHEZTAERTES
YR - -EF—A+BATAERTES -

BEER-_ZZRFLARBTEZEHE
B (PHAIR)ESEFBERMSAX
B AR _TELF=-ABBEERSRE
RBAFGERBAHHARZAZESE
BRMEE8 BT -

Vio EE’\\Compass Busmess Solutions Limited
THEARFE HER-_ZEZNFTA
EAAEMER B2 —Z—FtAKE A
% 4 A Tectura Hong Kong Limited (T B & &
RIS EE R o

BYHITES
EREEHEER (EHE]D 74 R_F
—RNERNATARHEZZEZ-—F+=A8
=+ BHBEZERBLIENTES -
RErEZEEBUEEERBERMARAR
g~ R - BRMITRERFBER MBS H
WA DRBARAIBEZEZES ([BEXK
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Prof. Wong is currently an independent non-executive director
of C C Land Holdings Limited (Stock Code: 1224), Galaxy
Entertainment Group Limited (Stock Code: 27), Sino Oil and
Gas Holdings Limited (Stock Code: 702), Winox Holdings
Limited (Stock Code: 6838) and Water Oasis Group Limited
(Stock Code: 1161).

Prof. Wong was an independent non-executive director of
Guangzhou Baiyunshan Pharmaceutical Holdings Company
Limited (formerly known as Guangzhou Pharmaceutical
Company Limited) (Stock Code: 874) from June 2010 to
May 2017, and Real Nutriceutical Group Limited (Stock
Code: 2010, delisted on 26 January 2021) from March
2008 to October 2017, and National Arts Entertainment
and Culture Group Limited (formerly known as National Arts
Holdings Limited) (Stock Code: 8228) from February 2010 to
December 2018, and BAIC Motor Corporation Limited (Stock
Code: 1958) from December 2014 to March 2021.

Prof. Wong has resigned as an independent non-executive
Director on 1 January 2022.

Mr. Lee Cheung Yuet Horace (Z=i5 1% 5t 4 ), aged 40, was
appointed by the Board as an independent non-executive
Director on 1 January 2022, and is mainly responsible for
overseeing the management independently and providing
independent judgment on the issues of strategy, performance,
resources and standard of conduct of the Company. He
is also the chairman of the Audit Committee and Legal
Compliance Committee.

72 FEpEEEARAT —T-—FEERE
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Mr. Lee obtained a Bachelor’'s Degree of Commerce
(Accounting) from The University of Queensland, Australia
in 2004. He has been a member of the Association of
Chartered Certified Accountants since 2009 and became
a fellow member since 2014. Mr. Lee has over 17 years of
experience in financial reporting, investment analysis, merge &
acquisition exercises and business development. Mr. Lee has
been taking up various senior positions in the financial and
business sectors for over 11 years and he also has extensive
experience in terms of Hong Kong listed companies. Mr. Lee
is currently an independent non-executive director of Hybrid
Kinetic Group Limited (Stock Code: 1188), Asia Television
Holdings Limited (Stock Code: 707), Diwang Industrial
Holdings Limited (formerly, Sunlight Technology Holdings
Limited) (Stock Code: 1950) and Kirin Group Holdings Limited
(Stock Code: 8109). Mr. Lee had been an independent non-
executive director of Chuan Holdings Limited (Stock Code:
1420) and an executive director of Aurum Pacific (China)
Group Limited (Stock Code: 8148).

Mr. Yuen Ching Bor Stephen (=¥ ) (“Mr. Yuen”), aged
74, was appointed as an independent non-executive Director
during the period from 7 January 2020 to 30 April 2022,
and was mainly responsible for overseeing the management
independently and providing independent judgment on the
issues of strategy, performance, resources and standard
of conduct of the Company. He was also the chairman of
the Remuneration Committee and a member of each of the
Audit Committee, the Nomination Committee and the Legal
Compliance Committee.

THRENR_ZTNFERMNE LB AREER
SEEL(gm B8 -Ha-STNFRE
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Mr. Yuen graduated with a Master of Science in
Interdisciplinary Design and Management from The University
of Hong Kong. He is an Eminent Fellow Member of the Royal
Institution of Chartered Surveyors, a Fellow Member of the
Chartered Institute of Housing, a Fellow Member of the Hong
Kong Institute of Housing and a Member of the Chartered
Institute of Arbitrators. He has approximately 50 years of real
estate experience in both public and private sectors. He is
currently a non-executive chairman of InfraredNF Investment
Advisers Limited and an independent non-executive director
of Autotoll Limited. Mr. Yuen was ex-chairman of the Industry
Training Advisory Committee (Property Management) of the
Education Bureau, past chairman of the Real Estate Service
Training Board, ex-committee member of the Employee
Retraining Board, ex-member of the Land and Building
Advisory Committee, past chairman of the Chartered Institute
of Housing (Hong Kong Branch), past president of the Hong
Kong Association of Property Management Companies and
past president of the Hong Kong Institute of Real Estate
Administrators. Mr. Yuen is currently an independent non-
executive director of Winson Holdings Hong Kong Limited
(Stock Code: 6812).

Mr. Yuen has resigned as an independent non-executive
Director on 1 May 2022.

Mr. Kan Sze King Kenneth (& £ }) (“Mr. Kan”), aged 56,
was appointed as an independent non-executive Director on
1 September 2020, and is mainly responsible for overseeing
the management independently and providing independent
judgment on the issues of strategy, performance, resources
and standard of conduct of the Company. He is also a member
of each of the Audit Committee, the Nomination Committee,
the Remuneration Committee and the Legal Compliance
Committee.

Mr. Kan was awarded a diploma by the Architectural
Association School of Architecture in the United Kingdom
in August 1989. He was then received a MA in property
valuation and law from the department of property valuation
and management, Business School, City University, the
United Kingdom in August 1993.
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Currently, Mr. Kan is the director of CHK Partnership Limited,
an architecture and interior design company that was found
and directed by Mr. Kan in 1996 until he left the company in
2015. Mr. Kan rejoined the company in 2018 and has been
responsible for overseeing the design projects undertaken by
the company. Previously, Mr. Kan was a project director for
Kerry Properties (China) Limited from January 2017 to August
2017.

Mr. Kan has been a member of the Hong Kong Institute
of Architects since 2016 and has been registered with the
Architects Registration Board of Hong Kong since 2017. Mr.
Kan has also been a certified interior designer of the Hong
Kong Interior Design Association since 2018. Mr. Kan became
a member of Royal Institute of British Architects in 1992, and is
currently registered with the Architects Registration Board of
the United Kingdom.

Mr. Chan Ming Kei (B # &), aged 39, was appointed by
the Board as an independent non-executive Director on
1 May 2022, and is mainly responsible for overseeing the
management independently and providing independent
judgment on the issues of strategy, performance, resources
and standard of conduct of the Company. He is also the
chairman of the remuneration committee and a member of
each of the Audit Committee, Nomination Committee and
Legal Compliance Committee.

Mr. Chan holds a Bachelor of Business Administration (Hons)
majoring in Accounting from The Hong Kong University of
Science and Technology. He is a member of the Hong Kong
Institute of Certified Public Accountants and has over 16
years experiences in accounting, financial management and
company secretarial works.

Mr. Chan is currently a joint company secretary and the
financial controller of Diwang Industrial Holdings Limited
(formerly, Sunlight Technology Holdings Limited) (Stock
Code: 1950). From January 2018 to April 2021, he acted as
company secretary and assistant financial controller of Fullsun
International Holdings Group Co., Limited (Stock Code: 627).
Mr. Chan was an independent non-executive director of
Elegance Optical International Holdings Limited (Stock Code:
907) from April 2017 to June 2019.
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The Board is pleased to present herein the corporate
governance report of the Company for the year ended 31
December 2021.

The Directors and the management of the Group recognise
the importance of 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 the 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
“CG Code”) in Appendix 14 of the Rules Governing the Listing
of Securities on the Stock Exchange (the “Listing Rules”). For
the year ended 31 December 2021 (the “Reporting Period”),
to the best knowledge of the Board, the Company has
complied with all the applicable code provisions set out in
the CG Code, except for certain deviations as specified with
considered reasons for such deviations as explained below.

Under Code Provision A.2.1 (which has changed to C.2.1
since 1 January 2022) of the CG Code, the roles of the
chairman and chief executive officer should be separated and
should not be performed by the same individual.
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During the Reporting Period, the Company has not separated
the roles of chairman and chief executive officer of the
Company (the “CEQ”). Mr. Chan was the chairman and
also CEO and is responsible for overseeing the operations
of the Group during such period. In view of the fact that Mr.
Chan has been operating and managing the Group since
1998, the Board believes that it is in the best interests of the
Group to have Mr. Chan taking up both roles for effective
management and business development. The Board also
believes that vesting the roles of both chairman and CEO in
the same person has the benefit of ensuring the consistent
leadership within the Group and enables more effective and
efficient overall strategic planning for the Group. Although
Mr. Chan performs both roles of chairman and CEO, the
division of responsibilities between the two roles is clearly
established. While the chairman is responsible for supervising
the functions and performance of the Board, the CEO is
responsible for the management of the Group’s business.
The Board considers that the balance of power and authority
for the present arrangement will not be impaired given the
appropriate delegation of the power of the Board to the Senior
Management for the day-to-day management of the Group,
and the effective functions of the independent non-executive
Directors representing at least one-third of the Board such
that no one individual has unfettered power of decisions.
This structure will also enable the Company to make and
implement decisions promptly and effectively. The Board will
continue to review and consider splitting the roles of chairman
of the Board and CEO at a time when it is appropriate and
suitable by taking into account the circumstances of the
Group as a whole.

The Board will periodically review on the Company’s
corporate governance functions and will continuously improve
the Company’s corporate governance practices by assessing
their effectiveness with evolving standards to meet changing
circumstances and needs.
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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. 1o 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 CG Code
and disclosure in the corporate governance report of the
Company.
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Composition of the Board

During the Reporting Period and up to the date of this
annual report, there have been changes in the composition
of the Board. As at the date of this annual report, the
Board comprises seven Directors, including three executive
Directors, one non-executive Director and three independent
non-executive Directors. The composition of the Board and
the aforesaid changes are set out as follow:

Executive Directors

Mr. Chan Chun Kit (Chairman and Chief Executive Officer)
Ms. Chan Wai Sze Josephine

Ms. Zhu Xuegin

Non-executive Director
Mr. Chow Yiu Pong David

Independent Non-executive Directors

Prof. Wong Lung Tak Patrick (resigned on 1 January 2022)
Mr. Yuen Ching Bor Stephen (resigned on 1 May 2022)

Mr. Kan Sze King Kenneth

Mr. Lee Cheung Yuet Horace (gppointed on 1 January 2022)
Mr. Chan Ming Kei (appointed on 1 May 2022)

In compliance with Rules 3.10(1) and 3.10A of the Listing
Rules, the Board was consisted of three independent non-
executive Directors during the Reporting Period. During
the Reporting Period and as of the date of this annual
report, the number of independent non-executive Directors
represents more than one-third of the Board. As such, there
is a strong independent element in the Board to provide
independent judgement. Amongst the independent non-
executive Directors, Prof. Wong Lung Tak Patrick (resigned
on 1 January 2022), Mr. Lee Cheung Yuet Horace (appointed
on 1 January 2022) and Mr. Chan Ming Kei (appointed on 1
May 2022) have the appropriate professional qualifications
and accounting and related financial management expertise
required under Rule 3.10(2) of the Listing Rules.

The Company has entered into a service agreement with each
of the independent non-executive Directors for a term of one
year, which may be terminated earlier by no less than three
months written notice served by either party on the other.
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The Company will use its best efforts to achieve the board
diversity policy and ensure that the Board has a balance
of skills, experience and diversity which is appropriate to
the needs of the Company’s business. The selection of
candidates will be based on a range of criteria, including
but not limited to, gender, age, cultural and educational
background, experience (professional or otherwise), skills
and knowledge. The appointment of Directors will continue
to be made based on merit and potential contribution by the
candidate to the Board and the Company. Each of Directors’
respective biographical details is set out in the section
“Biographical Details of Directors” of this annual report.
The Directors have the necessary skills and experience
appropriate for discharging their duties as Directors in the
best interest of the Company.

Pursuant to Article 112 of the articles of association of the
Company (the “Articles”), any Director appointed by the Board
to fill a casual vacancy shall hold office only until the next
following annual general meeting of the Company and shall
then be eligible for re-election. Accordingly, Mr. Lee Cheung
Yuet Horace and Mr. Chan Ming Kei being eligible will offer
themselves for re-election at the forthcoming annual general
meeting of the Company (the “AGM”).

Pursuant to Article 108 of the Articles, 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), not including those Directors who are subject to re-
election pursuant to Article 112 as described above, shall
retire from office by rotation provided that every Director shall
be subject to retirement at an annual general meeting at least
once every three years. Ms. Chan Josephine Wai Sze, Ms.
Zhu Xueqin and Mr. Kan Sze King Kenneth will retire from
office as Directors and, being eligible, will offer themselves for
re-election at the forthcoming AGM.

Specific enquiry has been made by the Company to each
of the independent non-executive Directors to confirm their
independence pursuant to Rule 3.13 of the Listing Rules.
In this connection, the Company has received the positive
annual confirmations from all of the three independent non-
executive Directors. Based on the confirmations received, the
Company considers all independent non-executive Directors
to be independent under the Listing Rules.
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Board and General Meetings

During the Reporting Period, six board meetings were held to
approve, among others, the annual results for the year ended
31 December 2020, the interim results in respect of the year
ended 31 December 2021. The AGM which was held on 24
June 2021 was the general meeting of the Company during

the Reporting Period.

The attendance of the respective Directors at the Board

meetings are set out below:

EEERBRRAE

RBERAN  EFTSET T /NRGHALE
(AR HBE_T_TF+_A=1+—
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SNARBRHERANBRRAE -
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Attendance/ Attendance/
Number of Number of
Board meetings general meeting
during the during the
Reporting Period Reporting Period
BEHHE BEHHE
Exgel BRAE
HERE €8 Y HERY EERE
Executive Directors HITES
Mr. Chan Chun Kit (Chairman and BRIRGE R4 (R ETBAAE)

Chief Executive Officer) 6/6 1/1
Ms. Chan Wai Sze Josephine BREFT L 5/6 1/1
Ms. Zhu Xuegin REELL 3/6 11
Non-executive Director kHTES
Mr. Chow Yiu Pong David BARBLE 6/6 1/1
Independent Non-executive Directors ~ BYFHITES
Prof. Wong Lung Tak Patrick BEREHR (RZF_—F

(resigned on 1 January 2022) — A —H#HF) 5/6 1/1
Mr. Yuen Ching Bor Stephen REREE (R=F==

(resigned on 1 May 2022) AH—HET) 5/6 1/1
Mr. Kan Sze King Kenneth BrSks 5/6 1/1
Mr. Lee Cheung Yuet Horace FEREE (R=-F-—F Not applicable (Note) ~ Not applicable (Note)

(appointed on 1 January 2022) —H—HEZHF) TEA () TER ()
Mr. Chan Ming Kei RSGELE (W=FE=-—F Not applicable (Note) ~ Not applicable (Note)

(appointed on 1 May 2022) AH—HEZHF) @A () TEA ()

Note: Appointed after the Reporting Period.

MisE: RIRERRRERE -
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The Directors can attend meetings in person or through other
means of electronic communication in accordance with the
Articles. All minutes of the Board meetings were recorded in
sufficient detail the matters considered by the Board and the
decisions reached.

To facilitate the decision-making process, the Directors are
free to have access to the management for enquiries and to
obtain further information when required. The Directors can
also seek independent professional advice in appropriate
circumstances, at the Company’s expense, in discharging
their duties to the Company. All Directors have unrestricted
access to the company secretary of the Company (the
“Company Secretary”) who is responsible for ensuring that
the Board/committee procedures are complied with, and for
advising the Board/committee(s) on compliance matters.

The Company has arranged appropriate insurance cover
in respect of possible legal action against its Directors and
senior officers.

Relationships among Board Members and
Senior Management

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

Code of Conduct for Securities Transactions
by Directors

The Company has adopted the required standard of dealings
set out in Appendix 10 to the Listing Rules as the code of
conduct regarding securities transactions by Directors in
respect of the Shares (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 December 2021.
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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 its Directors to attend relevant training courses to
receive the latest news and knowledge regarding corporate
governance.

During the Reporting Period, the Company has provided
the Directors at least one training course on the updates of
the Listing Rules concerning good corporate governance
practices. 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 Listing Rules.

According to the training records maintained by the Company,
the continuous professional development programmes
received by each of the Directors during the Reporting Period
is summarised as follows:

EENFEEXRREE

AEBESTEZERBREARTOFEERE
ERUREMITZARNAMEERGT R
TEERANEZNE - Bt - AEE—EE
HEZHFABBEIRE AERABAL
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FELEFRMER RIERE - ARERF
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BREARAFENEICHE  SEEREK
SHERINFEEESIIBRAT

Type of Training

ZHE R

Executive Directors HITES
Mr. Chan Chun Kit (Chairman and PR HR 4L 5 A

Chief Executive Officer) (EEFTEHAAH) A&B
Ms. Chan Wai Sze Josephine PREEFFZ L A8B
Ms. Zhu Xueqin KEELZ L A&B
Non-executive Director FHTES:
Mr. Chow Yiu Pong David B E A&B
Independent non-executive Directors BYHITES:
Prof. Wong Lung Tak Patrick BREEHE (R=ZF=Z=

(resigned on 1 January 2022) —H—HEFE) A&B
Mr. Yuen Ching Bor Stephen REREE (RZFZZF

(resigned on 1 May 2022) AH—HEH) A&B
Mr. Kan Sze King Kenneth P A&B
Mr. Lee Cheung Yuet Horace TR EE (RZFZZF Not applicable

(appointed on 1 January 2022) —H—HEZ(F) N iE A
Mr. Chan Ming Kei PREGEEE (RZF=- = Not applicable

(appointed on 1 May 2022) AA—HEZT) i A
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A: attending training sessions, including but not limited to, seminars, briefings,
conferences, forums and workshops.

B: reading newspapers, journals and updates relating to the economy, general
business, corporate governance and directors’ duties and responsibilities.

Corporate Governance Function

The Board recognises that corporate governance should be
the collective responsibility of the Directors which includes:

(@ to review and monitor the Company’s policies and
practices on compliance with legal and regulatory
requirements;

(b) to review and monitor the training and continuous
professional development of the Directors and Senior
Management;

(c) to develop, review and monitor the code of conduct
and compliance manual applicable to employees and
Directors;

(d) to develop and review the Company’s policies
and practices on corporate governance and make
recommendations to the Board and report to the Board
on such matters; and

(e) to review the Company’s compliance with the CG Code
and disclosure in the annual report.

Board Committees

The Board has established a number of functional committees
in compliance with the relevant Listing Rules and to assist the
Board to discharge its duties. Currently, four committees have
been established:

1. The Audit Committee was established on 16 June 2016
with its terms of reference in compliance with Rules
3.21 to 3.23 of the Listing Rules, and paragraphs C.3.3
and C.3.7 (which have changed to D.3.3 and D.3.7
respectively since 1 January 2022) of the CG Code;

2. The Remuneration Committee was established on 16
June 2016 with its terms of reference in compliance with
paragraph B.1.2 (which has changed to E.1.2 since 1
January 2022) of the CG Code;
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3. The Nomination Committee was established on 16
June 2016 with terms of reference in compliance with
paragraph A.5.2 (which has changed to B.3.1 since 1
January 2022) of the CG Code; and

4. The Legal Compliance Committee was established on
16 June 2016.

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 CG
Code. The relevant terms of reference of each of the Audit
Committee, Remuneration Committee and Nomination
Committee can be found on the Group’s website
(http://www.starofcanton.com.hk/) and the website of
the Stock Exchange in accordance with the CG Code. All
committees have been provided with sufficient resources and
support from the Group to discharge their duties.

Audit Committee

During the Reporting Period and up to the date of this annual
report, the Audit Committee comprised three members,
namely Prof. Wong Lung Tak Patrick (Chairman) (resigned on
1 January 2022), Mr. Yuen Ching Bor Stephen (resigned on
1 May 2022), Mr. Lee Cheung Yuet, Horace (appointed on 1
January 2022), Mr. Chan Ming Kei (appointed on 1 May 2022)
and Mr. Kan Sze King Kenneth, all of whom are independent
non-executive Directors. Pursuant to the terms of reference
of the Audit Committee, the members of the Audit Committee
shall comprise three 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 independent non-
executive Director with appropriate professional qualifications
or accounting or related financial management expertise as
required under Rule 3.10(2) of the Listing Rules.

Upon the resignation of Prof. Wong Lung Tak Patrick as the
chairman of the Audit Committee on 1 January 2022, Mr. Lee
Cheung Yuet Horace has been appointed as the chairman of
the Audit Committee with effect from 1 January 2022. Upon
the resignation of Mr. Yuen Ching Bor Stephen as a member
of the Audit Committee on 1 May 2022, Mr. Chan Ming Kei
has been appointed as a member of the Audit Committee
with effect from 1 May 2022.
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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 (http://www.starofcanton.com.hk/) 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. 1o 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 monitor the integrity of the Company’s financial
statements and annual report and accounts and half-
year report and review significant financial reporting
judgments contained in them;

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

5. to review the statement about the Company’s internal
control system (if any) as included in the Company’s
annual report prior to submission for the Board’s
approval;

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

7. to discuss the internal control system with the
Company’s management to ensure that management
has performed its duty to have an effective internal
control system;

8. to consider major investigation findings on internal
control matters as delegated by the Board or on its own

initiative and management’s response to these findings;

9. to review the financial and accounting policies and
practices of the Group;
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10. 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;

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

12. to review the adequacy of resources, staff qualifications
and experience, training programmes and budget of the
Company'’s accounting and financial reporting function.

During the Reporting Period, the Audit Committee had
reviewed the Group’s annual results and annual report for
the year ended 31 December 2020, and interim results and
interim report for the six months ended 30 June 2021, and
discussed internal controls, risk management and financial
reporting matters. The Audit Committee had also reviewed
audited annual results for the year ended 31 December 2021,
this annual report, and confirmed that this annual report
complies with the applicable standard, the 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
Audit Committee has recommended to the Board that Ting
Ho Kwan & Chan CPA Limited (“THKC”) be nominated for re-
appointment as the Company’s auditor at the forthcoming
AGM.

The Board is of the view that the Audit Committee has
properly discharged its duties and responsibilities during the
Reporting Period and up to the date of this annual report.
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The Audit Committee meets at least four times a year. During
the Reporting Period, the Audit Committee had held four
meetings together with the management of the Group and/
or the Company’s auditors. The attendance records of the
members of the Audit Committee are summarised below:

ERZEBEBFELBETHRESE XK
AN ERZEQRAEEERER X
ARABZEBM—ELETTHREH - B
ZEERBZHFRE/MMAT -

Attendance/Number
of meetings during
the Reporting Period

REHBEEE
R EERE

Prof. Wong Lung Tak Patrick (Chairman) BERHE (£E)(R=ZF-_—F
(resigned on 1 January 2022) — A —HEHT) 4/4

Mr. Yuen Ching Bor Stephen REREE (RZF-ZF

(resigned on 1 May 2022) AA—HEHE) 4/4
Mr. Kan Sze King Kenneth Bt 4/4
Mr. Lee Cheung Yuet Horace FHREE ( RZFZZF Not applicable (Note)
(appointed on 1 January 2022) —H—HEZE) TEA ()
Mr. Chan Ming Kei PREGELE (RZF=ZZ Not applicable (Note)
(appointed on 1 May 2022) AH—HEZF) NERA ()

Note: Appointed after the Reporting Period.

Remuneration Committee

During the Reporting Period and up to the date of this annual
report, the Remuneration Committee comprised three
members, namely Mr. Yuen Ching Bor Stephen (Chairman)
(resigned on 1 May 2022), Mr. Chan Ming Kei (Chairman)
(appointed on 1 May 2022), Mr. Chan Chun Kit and Mr. Kan
Sze King Kenneth. Mr. Yuen Ching Bor Stephen, Mr. Chan
Ming Kei and Mr. Kan Sze King Kenneth are independent
non-executive Directors.
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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
(http://www.starofcanton.com.hk/) 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;

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;

to review and approve the management’s remuneration
proposals with reference to the Board’s corporate goals
and objectives;

to make recommendations to the Board on the
remuneration packages of individual executive Directors
and Senior Management;

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

to consider salaries paid by comparable companies,
time commitment and responsibilities and employment
conditions elsewhere in the Company and its
subsidiaries;

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;

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

to ensure that no Directors or any of his close associates
is involved in deciding his own remuneration.
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The Remuneration Committee meets at least once a year.
During the Reporting Period, the Remuneration Committee
had held two meetings. The attendance records of the
members of the Remuneration Committee are summarised
below:

FMEZEeeRELBFRIT R R

HHR - FMEBE e RT Tﬁﬁ/kam 7 M

ZEEMBE 2 HE R T
Attendance/Number

of meetings during
the Reporting Period

HEMBHE
RE EBERE
Mr. Yuen Ching Bor Stephen (Chairman) REREA (FFE)(RZF—Z
(resigned on 1 May 2022) AH—HEA) 2/2
Mr. Chan Chun Kit PoR #4485 A 2/2
Mr. Kan Sze King Kenneth B 2/2
Mr. Chan Ming Kei (Chairman) PREEE ST (FE) (R =—F = =4  Not applicable (Note)
(appointed on 1 May 2022) AH—HEZT) TEA ()
Note: Appointed after the Reporting Period. faE - RIEMBREERE -
During the Reporting Period, the Remuneration Committee RBEHA > FHEE S REE L SR

reviewed and made recommendations on the remuneration
package of the Directors and Senior Management. The Board
is of the view that the Remuneration Committee had properly
discharged its duties and responsibilities during the Reporting
Period and up to the date of this annual report.

Nomination Committee

During the Reporting Period and up to the date of this annual
report, the Nomination Committee comprised three members,
namely Mr. Chan Chun Kit (Chairman), Mr. Yuen Ching
Bor Stephen (resigned on 1 May 2022), Mr. Chan Ming Kei
(appointed on 1 May 2022) and Mr. Kan Sze King Kenneth.
Mr. Yuen Ching Bor Stephen, Mr. Chan Ming Kei and Mr. Kan
Sze King Kenneth are independent non-executive Directors.
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According to the terms of reference the Nomination
Committee, the Nomination Committee shall convene
meeting at least once a year and the primary responsibilities
of the Nomination Committee include (for the complete
terms of reference, please refer to the Group’s website
(http://www.starofcanton.com.hk/) or the website of the
Stock Exchange):

1. to review the structure, size, composition and diversity
(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 independent non-
executive Directors; 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.

Nomination Policy

The Board has adopted the nomination policy which sets out
the nomination criteria and procedures for the Company to
appoint or re-elect Directors. The nomination policy aims to:

e set out the criteria and process in the nomination and
appointment of Directors;

e ensure that the Board has a balance of skills, experience
and diversity of perspectives appropriate to the
Company; and

e ensure the Board continuity and appropriate leadership
at Board level.
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The nomination policy applies to the Directors and, where
applicable, Senior Management prepared for Board positions
under the succession planning of the Company.

In evaluating and selecting any candidate for directorship, the
following criteria should be considered:

e  Character and integrity

e Qualifications including professional qualifications,
skills, knowledge and experience and diversity aspects
under the board diversity policy that are relevant to the
Company'’s business and corporate strategy

e Any measurable objectives adopted for achieving
diversity on the Board

e Wilingness to devote adequate time to discharge duties
as a member of the Board and/or Board Committee(s)

e Requirement for the Board to have independent
Directors in accordance with the Listing Rules and
whether the candidate would be considered independent
with reference to the independence guidelines set out in
the Listing Rules

e Any potential contributions the candidate can bring to
the Board in terms of qualifications, skills, experience,
independence and gender diversity

e  Such other perspectives that are appropriate to the
Company’s business and succession plan and where
applicable, may be adopted and/or amended by the
Board and/or the Nomination Committee from time to
time for nomination of directors and succession planning

The Nomination Committee will recommend to the Board
for the selection, appointment and re-appointment of a
Director, including an independent non-executive Director,
in accordance with the procedures and process as set out
in the nomination policy. Nomination Committee will shortlist
candidates for consideration by the Board based on the
selection criteria and such other factors that it considers
appropriate.
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The Nomination Committee is responsible for monitoring and
reviewing the nomination policy and recommend any changes
thereto to the Board for its adoption as and when necessary.

During the Reporting Period, the Nomination Committee
had held two meetings. The attendance of the members of
the Nomination Committee at the committee meetings is as
follows:

REZESREEENESRARE X
EUBERAESSEFTMAEBH - UHEE -

RBEHA - RBZEGERITMAGRE
REZEBEEREBNZEEEZ ZHFERE
LN

Attendance/Number
of meetings during
the Reporting Period

REHEHE

KRB EERE

Mr. Chan Chun Kit (Chairman) BRIREE S £ (/) 2/2
Mr. Yuen Ching Bor Stephen RFEREE (RZFEZZ

(resigned on 1 May 2022) AH—HEAE) 2/2

Mr. Kan Sze King Kenneth P 2/2

Mr. Chan Ming Kei PREGEISTE (RDFE-—F Not applicable (Note)

(appointed on 1 May 2022) AH—HEZF) NERA ()

Note: Appointed after the Reporting Period.

During the Reporting Period, the Nomination Committee
reviewed and assessed (i) the structure, size and composition
(including the skills, knowledge and experience) of the
Board, (ii) the performance of each of the Directors, (iii) the
independence of independent non-executive Directors, and
proposed the appointment or re-appointment or succession (if
applicable) of Directors.

Legal Compliance Committee

During the Reporting Period and up to the date of this annual
report, the Legal Compliance Committee comprised three
members, namely Prof. Wong Lung Tak Patrick (Chairman)
(resigned on 1 January 2022), Mr. Yuen Ching Bor Stephen
(resigned on 1 May 2022), Mr. Lee Cheung Yuet Horace
(Chairman) (appointed on 1 January 2022), Mr. Chan Ming Kei
(appointed on 1 May 2022) and Mr. Kan Sze King Kenneth.
Prof. Wong Lung Tak Patrick, Mr. Yuen Ching Bor Stephen,
Mr. Lee Cheung Yuet Horace, Mr. Chan Ming Kei and Mr.
Kan Sze King Kenneth are independent non-executive
Directors.
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Upon the resignation of Prof. Wong Lung Tak Patrick as the
chairman of the Legal Compliance Committee on 1 January
2022, Mr. Lee Cheung Yuet Horace has been appointed as
the chairman of the Legal Compliance Committee with effect
from 1 January 2022. Upon the resignation of Mr. Yuen Ching
Bor Stephen as a member of the Legal Compliance Committee
on 1 May 2022, Mr. Chan Ming Kei has been appointed as a
member of the Legal Compliance Committee with effect from
1 May 2022.

According 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

REREHER -_ZE_—_F—F—H&HMT
FEREHREZEESTIFER FTHHLECDE
ZRAREEAGREZEESGTRE BT ==
F—A—HRER - RERBEEER-Z
T ZFRAA—BETEEAHRZTEENKE
B BREETEEZEREIEAGHRETES
KE BZTE-__FRA—HEBER-

REBEZEGRZEGNRERE  LEA
%Ei,\aﬁﬁiiﬁékfﬁmﬂj]%%iﬁizﬁs%
EB2ERBNERIEARNESTE

TEHEEEARIEFMBIERS ﬁxﬁl

and to review the effectiveness of its regulatory compliance MERAREZESEETVBFRIT—AEE -
procedures and system, and the Legal Compliance
Committee shall hold meeting at least once a year.
During the Reporting Period, the Legal Compliance E/\iﬁiﬁﬂﬁ\] EREEREZEEGERIT—K
Committee had held one meeting. The attendance of €i#FE - EZRABEZEEKENETECSH
the members of the Legal Compliance Committee at the 2 HEXELT
committee meetings is as follows:
Attendance/Number
of meetings during
the Reporting Period
HREHEHE
KRB BERE™
Prof. Wong Lung Tak Patrick (resigned on HERHEK (R-ZFE_Z
1 January 2022) - H gt E) 1/1
Mr. Yuen Ching Bor Stephen RERGEE (RZFEZZ
(resigned on 1 May 2022) AHA—HEHE) 1/1
Mr. Kan Sze King Kenneth B b 1/1
Mr. Lee Cheung Yuet Horace FHREE (RZFZZF Not applicable (Note)
(appointed on 1 January 2022) —H—HEZ(F) TEA ()
Mr. Chan Ming Kei PREGETL A (R=F=-—F7AH—H Notapplicable (Note)

(appointed on 1 May 2022) ZF)

Note: Appointed after the Reporting Period
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During the Reporting Period, the Legal Compliance
Committee reviewed (i) the compliance policies of the
Company against the applicable laws and regulations, and (i)
the training and continuing professional development of the
Directors and Senior Management.

Auditor’s Remuneration

During the Reporting Period, the Group engaged THKC as the
Group’s external auditor and to hold office until the conclusion
of the forthcoming AGM. The Company’s consolidated
financial statements for the year ended 31 December 2021
have been audited by THKC. The remuneration paid or
payable to THKC is set out as follows:

RBEHA - ZRARZBEGERF ()AA
AHERERIERNARBELNES
EERERENEIMSEERER

A 6 35 B

REEHAN - AERZRT THRANE
B S AR BT - R E E R R R
BEAGHERIE - RARBE-T-—F
ToAZ - ALFENREMBERRD
ETMBREL - SR ENT @MERN
FEEFIMT :

Services rendered Fri AR 5 Fees paid/payable
g ERER
for the year ended 31 December
BE+-A=1+—HLEE
2021 2020
—E-—F —ETF
HK$’000 HK$’000
FER FHET
Statutory audit services ETEBEZRTE 1,000 814
Non-audit services BT 282 209

Company Secretary

Ms. Leung Ho Yee (“Ms. Leung”) was appointed as the
Company Secretary on 1 October 2020. Ms. Leung has
been nominated by Boardroom Corporate Services (HK)
Limited (“Boardroom”), an external service provider, under
an engagement letter made between the Company and
Boardroom to be the Company Secretary.

DNAME

RZZE-_ZEF+A—H RAahat (R
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During the Reporting Period, Ms. Leung undertook not less
than 15 hours of relevant professional training in accordance
with Rule 3.29 of the Listing Rules. The primary person at
the Company with whom Ms. Leung has been contacting in
respect of company secretarial matters is Ms. Chan Wai Sze
Josephine, an executive Director of the Group.

Risk Management and Internal Control
Systems

The Board is responsible for reviewing the effectiveness of the
risk management and internal control systems of the Group.
The scope of the review is determined and recommended by
the Audit Committee and approved by the Board annually.
The review covers:

1. all material controls, including but not limited to financial,
operational and compliance controls;

2. risks management functions; and

3. the adequacy of resources, qualifications and experience
of staff in connection with the accounting and financial
reporting function of the Group and their training
programmes and relevant budget.

During the Reporting Period, the Audit Committee assessed
the risk management and internal control environment of the
Group and reviewed the internal control procedural manual of
the Group and is satisfied with the Group’s risk management
and internal control systems. The systems are designed in
consideration of the nature of business and the organisation
structure. Further, the systems are designed to manage
rather than eliminate the risk of failure in operational system
and to provide reasonable, but not absolute, assurance
against material misstatement or loss. The system is designed
further to safeguard the Group’s assets, maintain appropriate
accounting records and financial reporting, achieve efficiency
of operations and ensure compliance with the Listing Rules
and all other applicable laws and regulations.
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The Group has engaged external independent professionals
to review its risk management and internal control systems
and further enhance its risk management and internal control
systems as appropriate.

There is currently no internal audit function within the Group.
The Board has reviewed the need for an internal audit
function and is of the view that in light of the size, nature and
complexity of the business of the Group, it would be more
cost effective to appoint external independent professionals
to perform internal audit functions for the Group as the need
arises. Nevertheless, the Board will continue to review the
need for an internal audit function annually.

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 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. 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 annual report.

AEEERFIBBELEXABRTER
BB R BB E A — e E A
TR N A BRI (B ) o

AEERFYEAFEZL -EEC R

SAMEZIAFANTE  AEEAEE
E¥BCMHERERENS  BERE RNEE
BB BIEEAEASARNEEETA

MBEZIE  BAKARGE - AT EFF
BEOEHERN AMEZMPANEE

EERRBMRGEMBRERE
AENEE
EERARTHRESRABERRGSMT
W BERAESERENGAVMBREZE
EmMAFHRMAEENMRR  FERR
e BFAHEBEENRRE - EA
FEEUR ETRAABENORER -ES
RE AEEZVRFENGEE M BRE
MR REREERE EENHEEEEY
BMRREBRNSECENELE -

BERAARRBIN B ZBEN AR S M SRR A
AENE TN BAFNAFRT OB L
BUAD & -

97

Li Bao Ge Group Limited  Annual Report 2021



CORPORATE GOVERNANCE REPORT (Continued)

ﬂé% éiﬁ#& = (&)

Disclosure of Inside Information

The Group acknowledges its responsibilities under the
Securities and Futures Ordinance, Chapter 571 of the Laws of
Hong Kong and the Listing Rules and the overriding principle
that inside information should be announced promptly
when it is the subject of a decision. The procedures and
internal controls for the handling and dissemination of inside
information are as follows:

e the Group conducts its affairs with close regard to the
disclosure requirement under the Listing Rules as well
as the “Guidelines on Disclosure of Inside Information”
published by the Securities and Futures Commission of
Hong Kong;

e the Group has implemented and disclosed its policy
on fair disclosure by pursuing broad, non-exclusive
distribution of information to the public through channels
such as financial reporting, public announcements and
the Company'’s website; and

e the Group has strictly prohibited unauthorised use of
confidential or inside information

General Meetings with Shareholders

The 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
independent non-executive Directors) are available to attend
to questions raised by the Shareholders. The external auditors
of the Company is also invited to be present at the AGM to
address to queries of the shareholders concerning the audit
procedures and the auditors’ report.

The forthcoming AGM will be held on Friday, 24 June 2022,
the notice of which shall be sent to the Shareholders at least
20 clear business days prior to the meeting.
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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 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 the failure of the Board shall be reimbursed to
the requisition(s) by the Company.

Putting Forward Proposals at General Meetings
and Procedures for Shareholders’ Nomination of
Directors

To put forward proposals at a general meeting, Shareholders
should submit a written notice of those proposals with
detailed contact information to the Company Secretary at
the Company’s principal place of business in Hong Kong at
Room B, 5/F, On Fat Industrial Building,12-18 Kwai Wing
Road, Kwai Chung, New Territories, Hong Kong. The request
will be verified by the Company’s branch share registrar and
transfer office in Hong Kong and upon their confirmation that
the request is proper and in order, the Company Secretary
will ask the Board to include the resolution in the agenda for
the general meeting.

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
head office or by fax to (852) 2525 2081, or by email to
ir@starofcanton.com.hk.

The addresses of the Company’s head office and the
Company’s share registrars can be found in the section
“Corporate Information” of this annual report.

Dividend Policy

It is the policy of the Company to pay annual dividends
to the Shareholders if the Group is profitable, operations
environment is stable and there is no significant investment or
commitment made by the Group.

In proposing any dividend payout, the Board shall also take
into account, inter alia: (a) the Group’s actual and expected
financial performance; (b) the Group’s expected working
capital requirements and future expansion plans; (c) the
Group’s debt to equity ratios and the debt level; (d) any
restrictions on payment of dividends that may be imposed
by the Group’s lenders; (e) general economic conditions,
business cycle of the Group’s business and other internal and
external factors that may have an impact on the business
or financial performance and position of the Company; (f)
dividends received from the Company’s subsidiaries and
associates; (g) the Shareholders’ and investors’ expectation
and industry’s norm; and (h) any other conditions or factors
that the Board deems relevant.

The Board may update, amend, modify and/or cancel the
dividend policy upon review from time to time.
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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. The investors are
also able to access the latest news and information of the
Group via our website (http://www.starofcanton.com.hk).

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 AGM and all
future general meetings.

The Shareholders may also forward their enquiries and
suggestions in writing to the Company to the followings:
Address: Room B, 5/F

On Fat Industrial Building
12-18 Kwai Wing Road
Kwai Chung, New Territories
Hong Kong

Email: ir@starofcanton.com.hk

Significant Changes in Constitutional
Documents

During the year ended 31 December 2021, there had been
no significant changes 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 (the
“Financial Statements”) of the Company for the Reporting
Period.

Principal Activities

The principal activity of the Company is investment holding.
The principal activities of its principal subsidiaries are set out
in Note 41 to the Financial Statements of this annual report.
During the Reporting Period, the Group is principally engaged
in the operation of a chain of Chinese restaurants in Hong
Kong and the PRC.

An analysis of the Group’s results for the Reporting Period by
segments is set out in Note 7 to the Financial Statements of
this annual report.

Business Review

The business review of the Group for the Reporting Period,
including a discussion of the principal risks and uncertainties
facing the Group and an indication of likely future
developments in the business of the Group, is set out in the
section headed “Management Discussion and Analysis” on
pages 8 to 22 of this annual report. These discussions form
part of this Directors’ report.

Results and Appropriations

The Group'’s results for the Reporting Period are set out
in the consolidated statement of profit or loss and other
comprehensive income on pages 130 to 131 of this annual
report.

Dividend

The Directors has resolved not to recommend the payment of
a final dividend for the Reporting Period (2020: Nil).

Summary of Financial Information

The summary of the results, assets and liabilities of the Group
for the last five financial years is set out on pages 251 to 252
of this annual report.
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Property, Plant and Equipment

Details of the movements in the property, plant and
equipment of the Group are set out in Note 15 to the Financial
Statements of this annual report.

Share Capital

The Company’s issued share capital as at 31 December 2021
was 1,000,000,000 ordinary shares of HK$0.01 each.

Details of movements of the share capital of the Company
during the Reporting Period are set out in Note 27 to the
Financial Statements of this annual report.

Pre-Emptive Rights

There are no provisions for pre-emptive rights under the
Articles or the laws of the Cayman Islands which would oblige
the Company to offer new Shares on a pro-rata basis to
existing Shareholders.

Reserves

Details of the movements in the reserves of the Company
and the Group during the year ended 31 December 2021
are set out in Note 37 to the Financial Statements and the
consolidated statement of changes in equity of this annual
report, respectively.

Distributable Reserves

As at 31 December 2021, the Company’s reserves available
for distribution as calculated in accordance with the Articles
and the Companies Act Cap. 22 of Cayman Islands, was
approximately HK$11.5 million inclusive of share premium
and accumulated losses.
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Major Customers and Suppliers
For the year ended 31 December 2021:

(i)  due to the nature of the Group’s business, its customers
mainly represented walk-in customers from the general
public. As such, the Directors consider that it is not
practicable to identify the five largest customers of
the Group, and the Group did not rely on any single
customer; and

(i) the aggregate amount of purchases attributable
to the Group'’s five largest suppliers accounted for
approximately 34.4% (2020: approximately 45.5%)
of the Group’s total purchases, and the largest
supplier accounted for approximately 18.4% (2020:
approximately 16.2%) of the Group’s total purchases.
To the best of the knowledge of the Directors, none of
the Directors, their close associates or any shareholder
which to the knowledge of the Directors owns more than
5% of the Company’s share capital had an interest in
these major suppliers.

Directors

The Directors during the Reporting Period and up to the date
of this annual report were as follows:

Executive Directors

Mr. Chan Chun Kit (Chairman and Chief Executive Officer)
Ms. Chan Wai Sze Josephine

Ms. Zhu Xuegin

Non-executive Director
Mr. Chow Yiu Pong David

Independent Non-executive Directors

Prof. Wong Lung Tak Patrick (resigned on 1 January 2022)
Mr. Yuen Ching Bor Stephen (resigned on 1 May 2022)

Mr. Kan Sze King Kenneth

Mr. Lee Cheung Yuet Horace (appointed on 1 January 2022)
Mr. Chan Ming Kei (appointed on 1 May 2022)
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In accordance with Article 112 of the Articles, any Director
appointed by the Board to fill a casual vacancy shall hold
office until the first general meeting after his/her appointment
and any Director appointed by the Board as an additional
Director shall hold office only until the next following AGM.
Accordingly, Mr. Lee Cheung Yuet Horace and Mr. Chan
Ming Kei will retire from office as Directors at the forthcoming
AGM, and being eligible, offer themselves for re-election.
Pursuant to Article 108(a) of the Articles, at each AGM, one-
third of the Directors for the time being (not including those
Directors who are subject to re-election pursuant to Article
112 as described above) shall retire from office by rotation,
whereby Ms. Chan Josephine Wai Sze, Ms. Zhu Xuegin and
Mr. Kan Sze King Kenneth will retire from office as Directors
at the forthcoming AGM, and being eligible, offer themselves
for re-election.

Biographical Details of Directors

The biographical details of the Directors are disclosed in the
section headed “Biographical Details of Directors” on pages
69 to 75 in this annual report.

Directors’ Service Contracts

No Director proposed for re-election at the forthcoming
AGM has entered into a service contract with the Company
which is not determinable by the Company within one year
without payment of compensation (other than statutory
compensation).

Directors’ Interests in Contracts

Save for the related party transactions disclosed in Note 40 to
the Financial statements of this annual report, 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 Reporting Period or at any time
during the Reporting Period.

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 Reporting Period.
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Contract of Significance

There was no contract of significance between the Company
or any of its subsidiaries, and a Controlling Shareholder or any
of its subsidiaries for the year ended 31 December 2021.

Remuneration of the Directors, Senior
Management and the Five Highest Paid
Individuals

Details of the remuneration of the Directors and the five
highest paid individuals in the Group are set out in Note 9 to
the Financial Statements of this annual report.

The emoluments paid or payable to the Senior Management
of the Group who are not Directors were within the following
bands:
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2021 2020
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Number of Number of

individuals individuals

AE AEL

Nil to HK$1,000,000 £ Z=1,000,00078 7T 2 3
Permitted Indemnity Provision BETRERSB

Pursuant to the Articles, the Directors, managing Directors,
alternate Directors, auditors, secretary and other officers of
the Company for the time being shall be indemnified and
secured harmless out of the Company from and against all
actions, costs, charges, losses, damages and expenses
which they or any of them shall or may incur or sustain by or
about the execution of their duty in their offices or in relation
thereto.

The Company has taken out and maintained directors’ liability
insurance which provides appropriate cover for the directors
of the Company and directors of the subsidiaries of the
Group.
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Emolument Policy

The Remuneration Committee is set up for reviewing the
Group’s emolument policy and structure for all remuneration
of the Directors and the Senior Management, having regard
to the Group’s operating results, individual performance
and comparable market practices. The remuneration of
the Directors is determined with reference to the economic
situation, the market conditions, the responsibilities and
duties assumed by each Director as well as their individual
performance.

The Company has adopted a share option scheme as
incentive to Directors and eligible employees, details of which
are set out in the section headed “Share Option Scheme”
below.

Pension Schemes

Details of the Group’s pension schemes for the Reporting
Period are set out in Note 3.22 to the Financial Statements of
this annual report.

Directors’
Businesses

Set out below are details of certain catering businesses of
the Directors which were not included into the Group as at
the date of this report. As disclosed in the Prospectus, Mr.
Chan was engaged in such businesses as at the date of
Listing. For further details, please refer to the section headed
“Relationship with Controlling Shareholders — Excluded
Catering Businesses” in the Prospectus.

Interests in Competing

Excluded Catering Businesses

Li Jia Cha Chaan Teng (EEZ % &)

As at the date of this report, Mr. Chan, one of the Controlling
Shareholders, an executive Director, the chairman of the
Board and the CEO, held 100% of the interest in a cha chaan
teng named Li Jia Cha Chaan Teng (B8 3= 25 E2) located at
the same building where the Shenzhen Restaurant is located
(the “Li Jia Cha Chaan Teng”). The Li Jia Cha Chaan Teng
is a Hong Kong-style cafe that serves Asian and Western
foods in a casual environment which commenced business
in November 2014 and ceased the operation in September
2019.
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As disclosed in the Prospectus, the Directors were of the
view that there is a clear delineation between the business of
the Li Jia Cha Chaan Teng and the Group’s business and any
competition between the two businesses is remote due to
difference in terms of (i) operation model, (i) target customers,
(i) management, (iv) staff and (v) location and variety of
selections for customers.

Taking into account the above and the fact that: (i) the
Group’s restaurants aim at providing exquisite cuisine to
customers with medium to high average spending and has
no intention to step in the business of cha chaan teng in
near future; and (ii) the Group intends to utilise its funding
to expand its current business, the Directors confirm that
the Group has no present intention to acquire the Li Jia Cha
Chaan Teng. Mr. Chan has undertaken to the Group that (i) in
case of disposal of any interest in the Li Jia Cha Chaan Teng,
he shall promptly notify the Group in writing and the Group
shall have the first right of refusal to acquire the interest in
the Li Jia Cha Chaan Teng to be disposed of by Mr. Chan
within 30 days (or such longer period the Group is required to
complete the approval procedures required under the Listing
Rules from time to time) after receipt of the notice from Mr.
Chan; and (i) that so long as he holds any beneficially interest
in the Li Jia Cha Chaan Teng, he will procure that the Li Jia
Cha Chaan Teng will not engage in any business that will or
will likely compete with the Group’s business.

The Group shall only exercise the right of first refusal upon
approval of all the independent non-executive Directors
(who do not have any interest in such transaction). Mr.
Chan and the other conflicting Director (if any) shall abstain
from participating in and voting at and shall not be counted
as quorum at the meeting of the Directors for considering
whether the Group will exercise the first right of refusal.

108 mmmemsprs —T-—FFEHRs

BUBRERBEE EEREERRE
BEBHEASEEB  HERARERED - ™
BEH 2 EAHREMNRFORS KRN R
AU THREMNER : ()EBHBER - ()8 =R
BEE (\BEE - WETIRWHHEMAR
PR Z iz -

REBELANERATEE  )AEBET
BEEERKTPESFHHEENBEXE
RESREMASRERAERER : X
SEHRNAESERBRAXL EFHER
AEERFEERBERZAERE -REL

ERAEEARE ((WEELEBRERER
E s - BSEAIRAZSEBMAER - M

AEBZEEEBER TRKIIMEE
BABLET0 AN (A AEBIRE EMRA
TEREEATKNEMEEAFENRE
Hif) R EEE THENBE R ERE
HmIMWREERERSAEEREANE
miED FERFEEREETSREL
e RN REERRFNER -

AEEGKEEETRBYIINTES (KF
REBXSYEHEE T AED) HERT S
TEELEBEER - REEREMERFE
FROEE (NA) AREZTARNAEER
SERGITEELBERNEZ LNES
HREHTFAGTEEABA -



DIRECTORS’ REPORT (Continued)
EEERE @)

Non-Competition Undertaking

On 16 June 2016, Zhao Tian, Mr. Chan, Ms. Liu Siu Kuen
(“Mrs. Chan”), Bright Creator Limited (“Bright Creator”), Hong
Cui Developments Limited, Mr. Wong Ka Wai (“Mr. Wong”),
Sun Foo Sing Development Limited (“Sun Foo Sing”), Sky
Gain Investments Limited (“Sky Gain”), Mr. Ho Wood Yam
(“*Mr. Ho”), Mr. Tsui King Foo (“Mr. Tsui K. F.), Mr. Chow
Yiu Pong David (“Mr. David Chow”), Mr. Chow Chor Ting
Anthony, Mr. Lam Kwok Leung Peter (“Mr. Lam”), Ms. Tsui
Yuk Yi (“Ms. Tsui”), Mr. Tsui Chi Kit (Mr. Tsui C. K.) and
Mr. Tam Chie Sang (each a “Covenantor” and collectively
the “Covenantors”) have entered into a deed of non-
competition (the “Deed of Non-competition”) in favour of
the Company and its subsidiaries. Pursuant to the Deed of
Non-competition, each of the Covenantors has irrevocably
and unconditionally undertaken to the Company (for itself
and for the benefit of its subsidiaries) that, save and except
as disclosed in the Prospectus, during the period that the
Deed of Non-competition remains effective, she/he/it shall
not, and shall procure that her/his/its close associates (other
than any member of the Group) not to develop, acquire,
invest in, participate in, carry on or be engaged, concerned
or interested, or otherwise be involved, directly or indirectly, in
any business in competition with or likely to be in competition
with the existing business activity of any member of the
Group within Hong Kong and such other parts of the world
where any member of the Group may operate from time to
time, save for the holding of not more than 5% shareholding
interests (individually or with her/his/its close associates) in
any company listed on a recognised stock exchange and at
any time the relevant listed company shall have at least one
shareholder (individually or with her/his/its close associates,
if applicable) whose shareholding interests in the relevant
listed company is higher than that of the relevant Covenantor
(individually or with her/his/its close associates).

Each of the Covenantors further undertakes that if she/he/
it or her/his/its close associates other than any member of
the Group is offered or becomes aware of any business
opportunity which may compete with any business
opportunity of the Group, she/he/it shall procure that her/
his/its close associates to promptly notify the Group in
writing with such required information to enable the Group to
evaluate the merits of the relevant business opportunity and
the Group shall have a right of first refusal to take up such
opportunity and jointly pursue the same with the relevant
Covenantor. The parties shall then negotiate in good faith with
respect to a collaboration for such new business.
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The Group shall, within 30 days after receipt of the written
notice (or such longer period if the Group is required to
complete any approval procedures as set out under the
Listing Rules from time to time), notify the Covenantor(s)
whether the Group will exercise the right of first refusal. The
Group shall only exercise the right of first refusal upon the
approval of all independent non-executive Directors who
do not have any interest in such opportunity. The relevant
Covenantor(s) and the other conflicting Directors (if any) shall
abstain from participating in and voting at and shall not be
counted as quorum at all meetings of the Board where there
is a conflict of interest or potential conflict of interest including
but not limited to the relevant meeting of the independent
non-executive Directors for considering whether or not to
exercise the right of first refusal.

Details of the Deed of Non-Competition have been set
out in the section headed “Relationship with Controlling
Shareholders” of the Prospectus.

Pursuant to the announcements “AMENDMENT OF
CONCERT PARTY DEED AND CHANGE IN CONTROLLING
SHAREHOLDERS” dated 8 October 2019 and 9 April 2021,
the QOutgoing Parties are no longer bound to comply with the
Concert Party Deed to cast unanimous vote collectively for
or against all resolutions in the shareholders’ meetings of the
Company and discussions of the Group together with the
Remaining Concert Parties. As a result, the Outgoing Parties
are no longer part of a group of shareholders of the Company
acting in concert with the Remaining Concert Parties; and the
Outgoing Parties and the Remaining Concert Parties are no
longer deemed to be interested in the Shares held by each
other.

As a result of the aforesaid, (i) the Outgoing Parties ceased
to be the Controlling Shareholders of the Company; and (ii)
Mr. Chan, Mrs. Chan and Bright Creator became the only
Controlling Shareholders of the Company.
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Since the Outgoing Parties ceased to be the Controlling
Shareholders of the Company, each of them will no longer
be bounded by the Deed of Non-competition. The Remaining
Concert Parties, on the other hand, will continue to be
bounded by the Deed of Non-competition. The terms used
herein shall have the same meanings as those defined in the
announcements dated 8 October 2019 and 9 April 2021.

The Directors confirmed that the undertakings contained in
the Deed of Non-competition have been fully complied with
by the Group and the Remaining Concert Parties during the
Reporting Period and up to the date of this report.

Save as disclosed above and as of the date of this report,
none of the Directors or Controlling Shareholders or their
respective close associates had any interests in a business
which competes or is likely to compete, either directly or
indirectly, with the business of the Group, nor any other
conflict of interest which any such person has or may have
with the Group.

All the independent non-executive Directors are delegated
with the authority to review the Deed of Non-Competition.
The independent non-executive Directors were not aware of
any non-compliance of the Deed of Non-Competition given
by the Controlling Shareholders from the date of the Deed of
Non-Competition and up to the date of this annual report.

Purchase, Sale or Redemption of the
Company’s Listed Securities

Neither the Company nor any of its subsidiaries had
purchased or sold any of the listed securities of the Company
during the year ended 31 December 2021. The Company did
not redeem any of its listed securities during the year ended
31 December 2021.
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Arrangements to Purchase Shares or
Debentures

Apart from the sections headed “Directors’ and Chief
Executive’s Interests and Short Positions in Shares, Underlying
Shares and Debentures”, “Substantial Shareholders” and
Other Persons’ Interests and Short Positions in Shares,
Underlying Shares and Debentures” and “Share Option
Scheme” below, at no time during the Reporting Period
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 nor was the Company
and any of its subsidiaries a party to any arrangement to
enable the Directors, or their respective associates to acquire
such rights in any other body corporate.

Equity-Linked Agreement

Save as disclosed in the section headed “Share Option
Scheme” below, no equity-linked agreements were entered
into during Reporting Period or subsisted at the end of the
year ended 31 December 2021.

Environmental Policies and Performance

The Group is devoted to promoting and maintaining the
environmental and social sustainable development of the
regions where it operates. As a responsible enterprise,
the Group strives to comply with all the relevant laws and
regulations in terms of the environmentally friendliness, health
and safety, adopts effective measures, conserves energy and
reduces waste.

A report on environmental, social and governance matters

is set out in the section headed “Environmental, Social and
Governance Report” on pages 23 to 68 of this annual report.
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Compliance with Relevant Laws and
Regulations

The Group recognises the importance of compliance with
legal and regulatory requirements and the risk of non-
compliance with such requirements. The Group conducts on-
going reviews of newly enacted/revised laws and regulations
affecting its operations. The Company is not aware of any
non-compliance in any material respect with the relevant laws
and regulations that have a significant impact on the business
and operation of the Group during the Reporting Period.

Relationship with Employees, Suppliers,
Customers and other Stakeholders

The Group understands that the success of the Group’s
business depends on the support from its key stakeholders,
including employees, customers, suppliers, banks, regulators
and shareholders. The Group will continue to ensure effective
communication and maintain good relationship with each of
its key stakeholders.

Audit Committee

The Audit Committee together with the management have
reviewed the accounting standards and practices adopted
by the Group and discussed auditing, internal controls and
financial reporting matters in connection with the preparation
of the audited consolidated financial statements of the Group
for the year ended 31 December 2021.

Sufficiency of Public Float

Based on the information that is publicly available to the
Company and within the knowledge of the Directors, the
Directors confirmed that, the Company has maintained the
amount of public float as required under the Listing Rules as
at the latest practicable date prior to the issue of this annual
report.

Auditor

Ting Ho Kwan & Chan CPA Limited (“THKC”) has been
appointed by the Directors as the first auditor of the Company
since the Listing date. THKC will retire, and being eligible,
offer themselves for re-appointment at the forthcoming AGM.
A resolution for its re-appointment as auditor of the Company
will be proposed at the forthcoming AGM. The Financial
Statements have been audited by THKC.
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Share Option Scheme

The Company has conditionally adopted a share option
scheme on 16 June 2016. The terms of the share option
scheme are in accordance with the provisions of Chapter 17
of the Listing Rules. Particulars of the share option scheme
which was adopted on 16 June 2016 are set out in Note 42
to the Financial Statements of this annual report. No share
options were granted since the adoption of the share option
scheme and there were no share option outstanding as at 31
December 2021.

Disclosure of Interests

A. Directors’ and Chief Executives’ Interests and
Short Positions in Shares, Underlying Shares
and Debentures
As at 31 December 2021, the interests and short
positions of the Directors and chief executives of
the Company in the shares, underlying shares and
debentures of the Company or any of its associated
corporations (within the meanings of Part XV of the
Securities and Futures Ordinance (Chapter 571 of the
laws of Hong Kong) (the “SFO”)) which were notified
to the Company and the Stock Exchange pursuant
to Divisions 7 and 8 of Part XV of the SFO (including
interests or short positions which any such director or
chief executive is taken or deemed to have under such
provision of the SFO) or which were required pursuant
to section 352 of the SFO, to be entered in the register
of members of the Company, or which were required,
pursuant to standard of dealings by Directors as referred
to the Listing Rules, to be notified to the Company and
the Stock Exchange were as follows:
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Long Position in the Shares

i) PR

Number of
Shares held/

Approximate
percentage of

Name of Directors Capacity/Nature interested in  shareholding
BE/HEER
BExps 5/ HE HNRHHE REMAOBIL
Mr. Chan Chun Kit Interest in a controlled 376,531,400 37.65%
(“Mr. Chan”) corporation (Notes 1 and 2)
BRIR A& (TBREAD) ReyhaE R (1 k2)
Beneficial owner 18,630,000 1.86%
ERBAA
Ms. Chan Josephine Wai Beneficial owner 3,275,000 0.33%
Sze (“Ms. Chan”)
REFL LT ([FREt]) EnfERBA
Mr. David Chow Interest in a controlled 34,156,200 3.42%
corporation (Note 3)
BRI E RywEE R (HF3)
Prof. Wong Lung Tak Patrick Beneficial owner (including 5,412,500 0.54%

(resigned on 1 January 2022)

interest of his spouse)

(R-—ZF-——F—H—HET)

Notes:

)

Mr. Chan owns 50% of Bright Creator, which in turn owns
approximately 37.65% of the entire issued share capital of
the Company. As such, Mr. Chan is deemed, or taken to
be, interested in all the Shares held by Bright Creator for the
purposes of the SFO. Mr. Chan is a director of Bright Creator.

Mr. Chan (together with Mrs. Chan, Bright Creator) are parties
acting in concert (having the meaning ascribed to it under The
Codes on Takeovers and Mergers and Share Buy-backs) (the
“Takeovers Code”) pursuant to the concert party deed, the
supplemental deed, the first amendment deed and the second
amendment deed dated 25 September 2015, 6 June 2016,
8 October 2019 and 9 April 2021, respectively. As such, Mr.
Chan (together with Mrs. Chan, Bright Creator) together control
approximately 39.52% of the entire issued share capital of the
Company.

Mr. David Chow owns 37.5% issued shares of Sky Gain, which
in turn owns approximately 3.42% of the entire issued share
capital of the Company.

ExfB A (BREREER)
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Save as disclosed above, as at 31 December 2021,
none of the Directors and the chief executive of the
Company had any interest or short position 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: (a) notified to the
Company and the Stock Exchange pursuant to Divisions
7 and 8 of Part XV of the SFO to (including interests and
short positions in which they were taken or deemed to
have under such provisions of the SFO); (b) pursuant
to Section 352 of the SFO, entered in the register as
referred to therein; or (c) notified to the Company and the
Stock Exchange pursuant to the Model Code.

Substantial Shareholders’ and Other Persons’
Interests and Short Positions in Shares,
Underlying Shares and Debentures

As at 31 December 2021, the interest and short
positions of the persons/entities (other than the Directors
or chief executive of the Company) in the shares and
underlying shares of the Company which were notified
to the Company and the Stock Exchange pursuant to
Divisions 2 and 3 of Part XV of the SFO or required to
be recorded in the register required to be kept by the
Company under section 336 of the SFO were as follows:

Long Position in the Shares

R EXHREN R _E - —F+=
A=Z+—B BMEARAEZFITE
TTHRABRARE K E AR LR
(EERRBHF MG HROIFEXVER) 8 E
s - MR S EEEFENR - 8 @
RIBEEFES MAEHROIEXVEET X8D
MAEARRA RB RO ERE MORE
(BRERERZMRERIINZFHRX
BERG QSIRERB R SIRR)
(D) 1R 1% 78 5 & B & {5 ) 56 352 1k i2 A
& FRFrIE M B R e s MUK R © 3k(c)
RIBZEST B A S AR B M B XA
ERE R MORE ©
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BRI RAR B S AB B AR 1D P
ERBRBFRBPEBRAIIEXVEE2R
F 3D BMESBAA R R R Tk /A
RARIEBE 5 KB E R0 336 1A R
AATFENECSMP ELHOER K
KRBT -

NG SRS =)
Number of Approximate
shares held/ percentage of

Name of Shareholders Capacity/Nature interested in shareholding
BE/REER
i 5%/1%8 ZROEE REBNEIL
Bright Creator Interests held jointly with other persons (Note 1) 18,630,000 1.86%
B4 EEME T AT HARFENER (1)
Beneficial owner 376,531,400 37.65%
EREEA
Mrs. Chan Interest in a controlled corporation (Note 2) 376,531,400 37.65%
BA Rzt ER (H2)
Interests held jointly with other persons (Note 1) 18,630,000 1.86%
EEME T AL HARENER (1)
Sincere Expand Limited Beneficial owner (Note 3) 66,912,500 6.69%

HEAERAF] ExmAA (H5E3)
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Number of
shares held/

Approximate
percentage of

Name of Shareholders Capacity/Nature interested in shareholding
BE/ kR

s %/ HE ZROHE KRESHEIL

Richmax Investment Interest in a controlled corporation (Note 3) 66,912,500 6.69%
(H.K.) Limited REHEE R (F3)

BRRE(BFH)BRAA  Beneficial Owner 16,750,000 1.68%

ERBEA

Mr. Cheung Yuen Chau Interest in a controlled corporation (Note 3) 83,662,500 8.37%

RITMEE R ERER (H5E3)

Mr. David Chu Interest in a controlled corporation (Note 3) 83,662,500 8.37%

RERESE X EEER (ME3)

Ms. Tsang Siu Lan Interest of spouse (Note 4) 83,662,500 8.37%

LRELT AEiEa (Maka)

Ms. Phyllis Woon Kink Cheng  Interest of spouse (Note 5) 83,662,500 8.37%

BB+ A EiEz (MaEs)

Ms. Cho Sin Sum Fion Interest of spouse (Note 6) 34,156,200 3.42%

BELTL BBz (MzEe)

Ms. Yuen Wan Yee Betty Interest of spouse (Note 7) 5,412,500 0.54%

Yuen Wan Yee Betty Z+ B (Mz7)

Notes: & -

1. Mrs. Chan, Bright Creator, together with Mr. Chan, are parties acting in 1. BEABSSAZZ-—REFAAZ-+HA =
concert (having the meaning ascribed to it under the Takeovers Code) Z—XNENANB - ZZ-NAFtTHANBRZ
pursuant to the concert party deed, the supplemental deed, the first T —FMAAEMN—BITBALZY HRE
amendment deed and second amendment deed dated 25 September Y BB RO RE MBI RY - KR
2015, 6 June 2016, 8 October 2019 and 9 April 2021, respectively. AN BRERREER-BITBHAL (R
As such, Mrs. Chan, Bright Creator and Mr. Chan, together control STRIFTE FEORE) - AL BRK - EBEER
approximately 39.52% of the entire issued share capital of the fREEHERIZEHARNR 2R EITRANL
Company. 39.52% °

2. Mrs. Chan owns 50% issued shares of Bright Creator. As such, Mrs. 2. BRABEEEBEDBHITRHNG0% - At - 5t:E
Chan is deemed, or taken to be, interested in all the Shares held by HRHEGRAME  MAREGEANSERER
Bright Creator for the purposes of the SFO. Mrs. Chan is the spouse of BHAENZHROTEERER - BRARREEDN
Mr. Chan and is deemed or taken to be interested in all the Shares in B8 - Bt - BB H RGO S R IEK
which Mr. Chan has, or is deemed to have, an interest for the purpose EERBREE BB IRIERERETNMERN
of the SFO. hHEA R

3. Sincere Expand Limited is an investment-holding company 3. HHAERQAFA-—BRRERBELZESEMAL

incorporated in the British Virgin Islands and wholly-owned by Richmax
Investment (H.K.) Limited. Each of Mr. David Chu and Mr. Cheung
Yuen Chau owns approximately 46.67% and 40% issued shares of
Richmax Investment (H.K.) Limited respectively. As such, each of
Richmax Investment (H.K.) Limited, Mr. David Chu and Mr. Cheung
Yuen Chau is deemed, or taken to be, interested in all the Shares held
by Sincere Expand Limited for the purposes of the SFO.

MIREZEBRAR AEARE (BB ARA
R2EHE  KAERTERKRIRELEERD
MNEAERKRE (BB BRAFNX46.67% K%
40% BTG - At - BEE 5 RS RGIM
5 ERRE(BB)BERAR  KEREER
RITIKE LR E ER MFAER QB
BHMARD P AR -
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4. Ms. Tsang Siu Lan is the spouse of Mr. David Chu and is deemed or
taken to be interested in all the Shares in which Mr. David Chu has, or is
deemed to have, an interest for the purpose of the SFO.

5. Ms. Phyllis Woon Kink Cheng is the spouse of Mr. Cheung Yuen Chau
and is deemed or taken to be interested in all the Shares in which
Mr. Cheung Yuen Chau has, or is deemed to have, an interest for the
purpose of the SFO.

6. Ms. Cho Sin Sum Fion is the spouse of Mr. David Chow and is
deemed or taken to be interested in all the Shares in which Mr. David
Chow has, or is deemed to have, an interest for the purpose of the
SFO.

7. Ms. Yuen Wan Yee Betty is the spouse of Prof. Wong Lung Tak Patrick
and is deemed or taken to be interested in all the Shares in which Prof.
Wong Lung Tak Patrick has, or is deemed to have, an interest for the
purpose of the SFO. Prof. Wong Lung Tak Patrick has resigned as an
independent non-executive Director on 1 January 2022.

Reference is made to the announcement tilted
“Amendment of Concert Party Deed and Change
in Controlling Shareholders” dated 9 April 2021 (the
“Announcement”) in relation to the amendment of
concert party deed. Unless otherwise specified, terms
used herein shall have the same meanings as these
defined in the Announcement.

The supplemental amendment of concert party deed
entered into by the Concert Parties on 9 April 2021,
pursuant to which (i) only Bright Creator, Mr. Chan and
Mrs. Chan remain as the Remaining Concert Parties,
and (i) the Outgoing Parties, namely Sun Foo Sing, Mr.
Ho, Mr. Tsui K. F., Mr. Lam, Ms. Tsui, and Mr. Tsui C. K.,
ceased to be members of the Concert Parties and the
Controlling Shareholders of the Company. For details,
please refer to the Announcement.

Save as disclosed above, as of 31 December 2021, no
other persons/entities (other than the Directors or chief
executives of the Company) had any interest or a short
position in the Shares and underlying Shares of the
Company which were notified to the Company and the
Stock Exchange pursuant to Divisions 2 and 3 of Part
XV of the SFO or required to be recorded in the register
required to be kept by the Company under section 336
of the SFO.
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Connected Transactions and Related Party
Transactions

The Company had not entered into any connected transaction
during the Reporting Period which is required to be disclosed
under the Listing Rules. Related party transactions entered
into by the Group during the Reporting Period are disclosed
in Note 40 to the Financial Statements.

Other than the related party transaction disclosed in Note 40
to the Financial Statements, no transactions, arrangements,
contracts of significance in relation to the Group’s business
to which the Company or any of its subsidiaries was a party,
and in which a Director or his connected entity had a material
interest, whether directly or indirectly, were entered into or
subsisted at the end of the Reporting Period or at any time
during the Reporting Period.

2022 Annual General Meeting and Closure
of Register of Members

The forthcoming annual general meeting (the “AGM”) is
scheduled to be held at Room B, 5/F, On Fat Industrial
Building, 12-18 Kwai Wing Road, Kwai Chung, New
Territories, Hong Kong on Friday, 24 June 2022 at 10:00 a.m.

The register of members of the Company will be closed
from Tuesday, 21 June 2022 to Friday, 24 June 2022, both
days inclusive, during which period no transfer of the Shares
will be registered. In order to attend and vote at the AGM,
all share transfer documents accompanied by the relevant
share certificates must be lodged with the Share Registrar,
Boardroom Share Registrars (HK) Limited, at 2103B, 21st
Floor, 148 Electric Road, North Point, Hong Kong, for
registration not later than 4:30 p.m. on Monday, 20 June
2022.

Due to the recent development of the COVID-19, the
Company will implement special arrangements for the AGM.
Shareholder (whether individual or corporate) wishes to
exercise his/her/its voting rights at the AGM, he/she/it is
strongly recommended to appoint the chairman of the AGM
as his/her/its proxy to attend, speak and vote on his/her/its
behalf at the AGM. For details, please refer to the Notice of
AGM published on 13 May 2022.
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Events after the Reporting Date of 31
December 2021

Details of the events after the reporting date of 31 December
2021 has been disclosed in Management Discussion and
Analysis section of this annual report. Save as disclosed
therein and elsewhere in this annual report, the Board is not
aware of any significant event requiring disclosure that has
taken place subsequent to 31 December 2021 and up to the
date of this report.

On behalf of the Board
Chan Chun Kit
Chairman and Chief Executive Officer

Hong Kong, 13 May 2022
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INDEPENDENT AUDITOR’S REPORT
BB RS

K@

TING HO KWAN & CHAN

To the Members of Li Bao Ge Group Limited
(Incorporated in Cayman Islands with limited liability)

Opinion

We have audited the consolidated financial statements of Li
Bao Ge Group Limited (the “Company”) and its subsidiaries
(collectively referred to as the “Group”) set out on pages
130 to 250, which comprise the consolidated statement of
financial position as at 31 December 2021, 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 December 2021, and of its consolidated
financial performance and its consolidated cash flows for the
year then ended in accordance with Hong Kong Financial
Reporting Standards (“HKFRSs”) issued by the Hong Kong
Institute of Certified Public Accountants (“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 Auditor’s Responsibilities for the Audit of
the Consolidated Financial Statements section of our report.
We are independent of the Group in accordance with the
HKICPA’s Code of Ethics for Professional Accountants (“the
Code”), and we have fulfilled our other ethical responsibilities
in accordance with the Code. We believe that the audit
evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.

TABEREAMEBRBRAF
TING HO KWAN & CHAN CPA LIMITED

9th Floor, Tung Ning Building, 249-253 Des Voeux Road Central, Hong Kong
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Material Uncertainty Related to Going
Concern

We draw attention to note 3.1 to the consolidated financial
statements which indicates that the Group incurred a net
loss of approximately HK$99,054,000 during the year ended
31 December 2021. As of that date, the Group had net
liabilities of approximately HK$39,000,000 and its current
liabilities exceeded its current assets by approximately
HK$77,307,000. As stated in note 3.1, these conditions,
along with other matters as set forth in note 3.1 to the
consolidated financial statements, indicate that a material
uncertainty exists that may cast significant doubt on the
Group’s ability to continue as a going concern. Our opinion is
not modified in respect of this matter.

Key Audit Matters

Key Audit Matters are those matters that, in our professional
judgement, were of most significance in our audit of the
consolidated financial statements of the current year. These
matters were addressed in the context of our audit of the
consolidated financial statements as a whole, and in forming
our opinion thereon, we do not provide a separate opinion on
these matters.
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BIZEEIRE (@)

Carrying value of property, plant and
equipment and right-of-use assets of

restaurants

Key audit matter

HRESSHE

BRYE BERRBEREAESR
ENREE

How the matter was addressed in our audit

BHHESNAEREZSEE

Refer to notes 15 and 16 to the consolidated financial staterments

BRMGEEEHRFEN T 15K 16

The carrying value of the Group’s property, plant
and equipment and right-of-use assets as at 31
December 2021 was approximately HK$44,629,000
and HK$85,769,000 respectively. The total
depreciation charge and net impairment loss for the
year ended 31 December 2021 were approximately
HK$58,684,000 and HK$14,715,000 respectively.
RZE-_—F+_-_A=+—H0 ' EEEHNY
¥ BMEMREBNEREEEZREED guzq;e_.,
44,629,000 7% 7T, }2 85,769, ooo/%yz HE_T—
FHT_A=+—RILFE @BAFERIIRE
5 185 %8 5 Bl 4 /3.58,684,0007% 7T, &2 14,715,000
BT °

Depreciation rates, useful lives and the carrying value
of property, plant and equipment and right-of-use
assets are reviewed annually by the management.
The Group carries these assets at cost less
accumulated depreciation and any accumulated
impairment. Such review takes into account any
unexpected adverse changes in circumstances or
events, current and forecast market values, including
declines in projected operating results, negative
industry or economic trends. The Group extends or
shortens the useful lives and/or makes impairment
provisions according to the results of the review.

ERETFHME BB MR ﬁﬂzﬁﬁﬁﬁéﬁFEﬁ
EX AEAFHLREELETES - E5E
H%Lﬁﬁfi%ﬁﬁiﬁﬁﬁii%%ﬁﬁ%&T£1ﬂ5%§+5iiifﬁ)\
R-ZEBEESZERTMBATERNTFIREE

=M ERREATE BEBAKLESES
TE AEEXAIKELY - SEESKRERS

B o AR ] A R o P -

We identified the above assessment of property,
plant and equipment and right-of-use assets as a
key audit matter due to its significance in amount
and a high degree of management judgement
involved in the assessment.

RN R BEREEREREEENGER
BEERER AEBREEGHETHIEREHE -
HUt B P SFhE R IFRRET I8 -

We have reviewed the management’s estimates
and assertions regarding, estimated useful lives and
residual values of the property, plant and equipment.
B EHEEEHYE  BENMREBOGE A E
REREFISRBEN A REH -

We have reviewed the management’s estimates and
assertions regarding, the appropriate lease term and
incremental borrowing rate that used for recognising
the right-of-use assets.

R ENHEEERNERAEREEEMRBNE
B HEF I NOREE TN KPR EE eV fh 5T A -

We have discussed the current status of leasehold
improvements and right-of-use assets of each
restaurant with the management team regarding any
indicator of possible impairment identified.

B E M EMAI R LR ENRREETIREN W
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BIZEEIRE (@)

Carrying value of property, plant and EEYX BERRERERES
equipment and right-of-use assets of EHREE @&

restaurants (Continued)

Key audit matter

HRESSEHE

How the matter was addressed in our audit

BHHESNAERZEE
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We have assessed the reasonableness of the
projected revenue, growth rate and operating
margin of the relevant restaurants used in the cash
flow projections with reference to past results of
operations of the restaurants and management’s
development plans.
BP2EREBRENREXERERRBNERG
BIFHEIR R B TRR 6 AR BEZ A FERIUA
BRERREENBRHEEE -

We have reviewed the discount rate used in the cash
flow projections by comparing to relevant external
source of market data and tested mathematical
accuracy of the cash flow projections.

AP B 37 38 B AR A S0 BF 95 BUR ORI T LR
EReRERACHANERXTAAXRERER
Ble gy 2w -

We have assessed the reasonableness of
management’s assumptions and critical judgements
by using the past restaurant operation experiences
within the Group.
BAEREAEBRNATBEENSELR  FEE
BENRELARABESEE -

We concluded that management’s conclusion and
estimates on assessing the carrying value of property,
plant and equipment and right-of-use assets to be
consistent with the available evidence.

BFIMERE  BIREEMTEYE  BERREBR
CTREEENREEMELN AR RMEFERIRA
BE—H -
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BIZEEIRE (@)

Impairment assessment of intangible assets

Key audit matter
BRESSER

B EENRERTL

How the matter was addressed in our audit

BMHENAEEZEE

Refer to note 17 to the consolidated financial statements

FREE R EBRENE17

The Group’s intangible assets included goodwill,
trademarks and cooperation contracts were
allocated to a single cash generating unit (the
“CGU”), namely, Yaoliang (Shanghai) Food Co.
Ltd). As described in note 3.10 to the consolidated
financial statements, the Group is required to, at
least annually, perform impairment assessments of
goodwill and for other intangible assets, the Group
is required to test for impairment when there are
impairment indicators. Management performed the
impairment testing by comparing the recoverable
amount of the CGU and the carrying amount of the

S)RRARAR) ZHE  HERA
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During the year ended 31 December 2021,
the management of the Group estimated the
recoverable amounts of the goodwill, trademarks
and cooperation contracts to be zero. As a result,
the Group recognised a full impairment loss of
approximately HK$28,695,000 for the year ended
31 December 2021. The impairment testing of the
goodwill and other intangible assets required the
management to make certain assumptions and
estimates that would affect the reported amount of
the goodwill and other intangible assets and related
disclosures in the consolidated financial statements.

REBEE-Z-_—F+_A=+—HIEFE &%
BEEEGLADE ARKAFANZAIKREE
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=+ — BIFFE RO E B 1R 428,695,000
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We focused on this area due to the amount of
impairment losses recognised during the year
was significant and the management’s impairment
assessments involved significant judgements and
estimates.

BRI B RERFNER 2 REEES
BEEANERRE ZRERN LS RERHEEE -

We obtained the understanding of the current and
expected future developments of the CGU and
impairment triggering events through discussions
with the management.

BB AREEEETAmMAMEREELELZ
BRI RTARARRERALREBESMG -

We reviewed the relevant documents involved in the
management’s assessment and judgement, including
management meeting minutes and documents
related to termination of cooperation contracts.
BMEEHE IR ENE LAY &2 B Rt
BIEEBEEeRCHIERI LSRN XX -

We assessed the adequacy of the disclosures related
to the impairment of intangible assets in the context
of the applicable financial repor’[ing framework.
RPERBEERNVBREERFEETLEER
BEHERBERE RS o

We concluded that the management’s conclusion
and estimates on the impairment assessment of
intangible assets to be consistent with the available
evidences.
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Other Information

The directors of the Company are responsible for the Other
Information. The Other Information comprises all information
in the annual report, but does not include the consolidated
financial statements and our auditor’s report thereon (“the
Other Information”).

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 the Other Information, we
are required to report that fact. We have nothing to report in
this regard.

Responsibilities of the Directors 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 determine is necessary to enable the preparation of
consolidated financial statements that are free from material
misstatement, whether due to fraud or error.

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

The directors are assisted by the Audit Committee in

discharging their responsibilities for overseeing the Group’s
financial reporting process.
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Auditor’s Responsibilities for the Audit of
the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about
whether the consolidated financial statements as a whole
are free from material misstatement, whether due to fraud
or error, and to issue an auditor’s report that includes our
opinion. Our report is made 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 scepticism
throughout the audit. We also:

e |dentify 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 risk, 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.

e 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.

e  Evaluate the appropriateness of accounting policies used
and the reasonableness of accounting estimates and
related disclosures made by the directors.
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Auditor’s Responsibilities for the Audit of
the Consolidated Financial Statements
(Continued)

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 auditor’s
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 auditor’s 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.

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 Audit Committee 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 Audit Committee 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 threats or safeguards applied.
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INDEPENDENT AUDITOR’S REPORT (Continued)
B 2B ENERE (@)

Auditor’s Responsibilities for the Audit of
the Consolidated Financial Statements
(Continued)

From the matters communicated with Audit Committee,
we determine those matters that were of most significance
in the audit of the consolidated financial statements of the
current year 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.

The engagement director on the audit resulting in this
independent auditor’s report is Mr. Wong Kam Chuen.

TING HO KWAN & CHAN CPA LIMITED
Certified Public Accountants

Wong Kam Chuen

Practising Certificate Number: PO6175

9th Floor, Tung Ning Building
249-253 Des Voeux Road Central
Hong Kong

13 May 2022
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

,-\1/\ = N 2
n‘lj_\ ,E\JIIJ.

REAMZEER

—F ——

For the year ended 31 December 2021 # = — =

Fr-A=1F—HIFE

2021 2020
—E-—F —T_FF
Notes HK$°000 HK$'000
B 5T FET FHET
Revenue Y &5 8 274,566 236,397
Other income H A A 8 6,656 21,728
Other gain H Az 5 -
Cost of materials consumed FiT FEAT A 2R (106,399) (99,108)
Employee benefits expense EERAFAXZ 9 (78,238) (66,158)
Depreciation e 10 (58,432) (61,544)
Other expenses HihX 10 (74,678) (61,474)
Operating loss KEEE (36,520) (30,159)
Gain on early termination of REXRIEAERS FE
leases, net 13 21,059
Impairment loss on amount JiE Y — 4 FEHE IR AR 3R 3R IE
due from a non-controlling BB EE
shareholder (9,858) -
Impairment loss on property, M - BE REERE
plant and equipment, net BB 15 (406) (5,015)
Impairment loss on right-of-use AL EREEIEFE
assets, net 16 (14,309) (13,534)
Impairment loss on intangible mEEREBE
assets 17 (28,695) -
Finance costs B IR AR 11 (11,533) (13,201)
Loss before income tax BRETBHAIEE (101,308) (40,850)
Income tax FrisHt 12 1,150 74
Loss for the year FREBE (100,158) (40,776)
Other comprehensive income H2mElA
ltem that may be reclassified —J BEREBENIAER
subsequently to profit or loss: FIE B -
Exchange difference arising BREBINEBTBRE
from translation of financial HPE =&
statements of foreign operations 1,104 3,214
Total comprehensive loss for ~FRZEEBEEAE
the year (99,054) (37,562)
Loss attributable to: AT AT EGES
Owners of the Company ZIN/NEIEZZE N (92,450) (39,817)
Non-controlling interests JEVERR = (7,708) (959)
(100,158) (40,776)
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME (Continued)
GeBBEkEMEERER @

For the year ended 31 December 2021 B2 —EF = —#+_-H=+—HIFFE

2021 2020
—E-—F —TTF
Notes HK$°000 HK$'000
B 5T FET FHET

Total comprehensive loss WTATEGEZEEE

attributable to: HAFE -
Owners of the Company ViN/NSIE PN (91,267) (36,850)
Non-controlling interests FEIE IR A (7,787) (712)
(99,054) (37,562)
Basic loss per share FRENEE 14 HK cent (9.25) HK cent (3.98)
AL AL

The notes on pages 137 to 250 form an integral part of these FE 137 B EFE250 B IB I E 56 7%
consolidated financial statements. WEEMARK IS o
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
RE R R

As at 31 December 2021 Bl2 —FE ~—F+ - HA=+—HIFFZF

2021 2020
—B-—F —TETF
Notes HK$°000 HK$'000
BT FHET FHET
ASSETS BE
Non-current assets ERBEE
Property, plant and equipment  #12% « &= MR E 15 44,629 63,216
Right-of-use assets EREEE 16 85,769 131,654
Intangible assets BVEE 17 - 30,516
Rental deposits Hekse 22 12,773 14,871
Deposits placed for life insurance R EZRRERE
policies 18 2,247 2,176
Deposit paid for property, W - BEREBDN
plant and equipment A - 1,873
Deferred tax assets ERERIBE E 34 - 852
145,418 245,158
Current assets REBEE
Inventories FE 20 13,893 12,375
Trade receivables B 5 WA 21 2,302 5,462
Deposits, prepayments and Ee  BNHF IE&
other receivables H fth g H&z 22 10,250 18,006
Loan receivable BRI R 23 3,706 10,000
Current tax recoverable —I 1 [21 BN HA fR 3] 42 855
Amount due from a FEW — B FEFERR AR R
non-controlling shareholder KIE 24 - 9,825
Amounts due from related JE U BA B N &) 5K IR
companies 40 9 70
Pledged bank deposit BRI IT R 25 4,076 -
Cash and cash equivalents HehkReEEY 26 26,817 28,949
61,095 85,542
Total assets EEAR 206,513 330,700
EQUITY =
Equity attributable to owners &2 B A A B R
of the Company
Share capital AR 27 10,000 10,000
Reserves i (45,318) 45,949
(35,318) 55,949
Non-controlling interests FEFE AR M 2 (3,682) 4,105
Total (deficit)/equity (B#t)  RmBAE (39,000) 60,054
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION (Continued)

GEBERRE @

As at 31 December 2021 & =

—FFZHA=1—HIFFE

2021 2020
—E-—-F —ETF
Notes HK$’000 HK$’000
B 5 FE&T FET
LIABILITIES aE
Non-current liabilities kRBEE
Lease liabilities HEARE 32 102,999 128,209
Provision for reinstatement costs  {&18 B AN 8 & 33 3,833 4,573
Deferred tax liabilities EERIBEE 34 279 2,902
107,111 135,684
Current liabilities REEE
Trade payables g S EMNRIA 28 16,646 19,418
Accruals and other payables FEET B R K E b fE I 5UIE 29 32,443 29,329
Amount due to a R —RIFITERE R
non-controlling shareholder A 24 723 241
Amount due to a related FES —E R B A B 5B
company 40 307 -
Contract liabilities EHAE 30 23,451 21,823
Bank borrowings RITIE N 31 24,724 22,408
Lease liabilities HEAE 32 38,168 40,431
Current tax payable e BN EARL 1B 28 -
Provision for reinstatement costs {18 B 2 3 33 1,912 1,312
138,402 134,962
Total liabilities BEERE 245,513 270,646
Total (deficit)/equity and (B4 XK aEeE
liabilities 206,513 330,700
Net current liabilities REBEEFE (77,307) (49,420)
These consolidated financial statements were approved and WR-_ZE-—F R A+ -"HEZFe &L
authorised for issue by the board of directors on 13 May 2022 3 TH EE S EHER WAL T AT
and are signed on its behalf by: REZRZ.
CHAN Chun Kit CHAN Josephine Wai Sze
PR ¥ £ BRIE
Director Director
EF EE

The notes on pages 137 to 250 form an integral part of these
consolidated financial statements.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

=N 7
/\ff"_

n‘/T\ 1?

HER

For the year ended 31 December 2021 # = —

Fo A=t —ALEE

Attributable to owners of the Company

LOEE TN
Exchange Non- Total
Share Share Other ~translation  Accumulated controlling equity/
capital  premium  reserves reserve losses Total  interests (deficit)
BE/
Bx  ROEE EbRE EXBE  ZiEE g FEREE (Y4B
HKS000  HKS0O0  HKS000  HKSOO0  HKSO0D  HKBOOD  HKSOODO  HKS000
Thn Thn Tk Thn Thn T Thn Thn
[note 37)
(M)
Balance s at 1 January 2020 H-B-%%-F-AlER 10,000 98,884 40,30 (a9l 390 7% - 9,799
Acquiston of subsideres pote 36 WEMERF (K3t ) - - - - - - 4084 4054
Capital contributon fom ResnRERn 1A

non-controllng interests - - - - - - 763 763
Trensactions with owners EEEANRS - - - - - - 4817 4817
Loss for the year EnER - - - -8t (39817) 069 (077
Cuency translaton cferences EBAEEE - - - 2,967 - 2067 u7 321

Total comprehensive loss EnrEERLE
for the year - - - 297 (39817 (36,850 M2 (37562
Balanceasat 31 December 020 W-S-FETZR=T-ANER 10,000 98,884 40,3% (1524 (@800 55949 4106 60,064
Balance as at 1 January 2021 W-B--F-B-AKEH 10,000 98,004 42,39 (1,524) (93,807) 55,049 4,105 60,054
Lossfor the year EREE - - - - (o) 450 (708 (100,159
Cuency franslaton cferences SepEEE - - - 1,183 - 1,183 19 1,104

Total comprehensive loss EnrEERLE
for the year - - - 1180 (24500 (o260 (e (09,054)
Balanceasat 31 December 2021 W=EZ-E+ZA=t-AlEH 1000 %884 436 B4f) (196251 (5319 (3689 (39,000
The notes on pages 137 to 250 form an integral part of these % 137 E & % 250 E B BT 5 B UL AR S BT E

consolidated financial statements.
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CONSOLIDATED STATEMENT OF CASH FLOWS
an\ EE%/)ILE%E

For the year ended 31 December 2021 #Z2 —F - —F+ A =+—HIFF

2021 2020
—E-—F —T_FF
Notes HK$’000 HK$'000
B 5T FTHET FHET
Operating activities RETR
Cash generated from operations & & FT1SE & 26(b) 41,810 28,352
Income tax refunded/(paid), net R/ (B SR8 195 (101)
Net cash generated from RETEABZRE
operating activities HEE 42,005 28,251
Investing activities RETE
Interest received 2B 304 60
Purchases of property, BEWME  BEREE
plant and equipment (4,132) (11,108)
Consideration paid for WEEH B A RENARE
acquisition of subsidiaries - (22,338)
Proceeds from disposal of HEME - BE &
property, plant and equipment R & TS A 10 -
Net cash used in investing REBEETHFAZEAE
activities =2 (3,818) (33,386)
Financing activities REEE
Borrowing costs paid B fE R AR 26(c) (634) (304)
Repayment of bank borrowings & 3& R17E& 5K 26(c) (2,791) (7,444)
Repayment of other borrowing 138 E b {& 5k 26(0) - (1,363)
Proceeds from new bank FRITEBRETBRIE
borrowings 26(c) 4,000 20,000
Capital contribution from non- REFERERRTE
controlling interests - 763
Capital element of lease ENHEEEARILD
rentals paid 26(c) (32,069) (38,074)
Interest element of lease EfNHEEF 85D
rentals paid 26(c) (10,659) (12,302)
Net cash used in financing RMETBMAZREEFE
activities (42,153) (38,724)
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CONSOLIDATED STATEMENT OF CASH FLOWS (Continued)

MERERER (@)

For the year ended 31 December 2021 {2 —F = —F + - H =+ —HIFFZ

2021 2020
—E-—F —ZETF
Notes HK$’000 HK$'000
B 5 FHET FET
Net decrease in cash and ReRBESEEY
cash equivalents WA REE (3,966) (43,859)
Cash and cash equivalents FHNEERESEEY
at beginning of the year 26(a) 28,949 71,151
Effect of foreign exchange [EXEBH T
rate changes 732 1,657
Cash and cash equivalents FRESRESEEY
at end of the year 26(a) 25,715 28,949
The notes on pages 137 to 250 form an integral part of these SF 137 B2 F 250 B T B I Z 550

consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
RE IR R R

For the year ended 31 December 2021 # 2 — & ——4#+ - A =+—HIFF/Z

1

General Information

Li Bao Ge Group Limited (the “Company”) was
incorporated in the Cayman Islands on 1 September
2015 as an exempted company with limited liability under
the Companies Law (2013 Revision) of the Cayman
Islands. The address of the Company’s registered office
and principle place of business are Windward 3, Regatta
Office Park, PO Box 1350, Grand Cayman KY1-1108,
Cayman lIslands and Room B, 5/F, On Fat Industrial
Building, 12-18 Kwai Wing Road, Kwai Chung, New
Territories, Hong Kong, respectively. The Company’s
shares (the “Shares”) are listed on the Main Board of the
Stock Exchange.

The Company is an investment holding company and
its subsidiaries (collectively, the “Group”) are principally
engaged in the operation of a chain of Chinese
restaurants in Hong Kong and the People’s Republic of
China (the “PRC”).

Statement of Compliance with Hong
Kong Financial Reporting Standards

The consolidated financial statements for the year ended
31 December 2021 have been prepared in accordance
with all applicable Hong Kong Financial Reporting
Standards (“HKFRSs”), which collective term includes all
applicable individual HKFRSs, Hong Kong Accounting
Standards (“HKASs”) and Interpretations issued by the
Hong Kong Institute of Certified Public Accountants (the
“HKICPA”), accounting principles generally accepted
in Hong Kong and the disclosure requirements of the
Hong Kong Companies Ordinance. These consolidated
financial statements also comply with the applicable
disclosure provisions of the Listing Rules.

The consolidated financial statements have been
prepared under the historical cost convention.

1

— &R
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Office Park, PO Box 1350, Grand
Cayman KY1-1108, Cayman Islands :
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
REMTEHRAMNEE @
For the year ended 31 December 2021 {2 —F = —F + - H =+ —HIFFZ

3 Summary of Significant Accounting 3 FESHBXHE
Policies
3.1 Basis of preparation 3.1 REEE
The consolidated financial statements for the year HE-_T-—F+=-HA=+—H

HFENSAEMBRRBELAR

ended 31 December 2021 comprise the Company
and its subsidiaries (together referred to as the
“Group”).

The consolidated financial statements are presented
in Hong Kong dollars (“HK$”) which is the same
as the functional currency of the Company and all
values are rounded to the nearest thousand except
where otherwise indicated.

The consolidated financial statements have been
prepared under the historical cost convention.

The preparation of consolidated financial statements
in conformity with HKFRSs requires the use of
certain critical accounting estimates. It also requires
management to exercise its judgement in the
process of applying the Group’s accounting policies.
The areas involving a higher degree of judgement
or complexity, or areas where assumptions and
estimates are significant to the consolidated
financial statements, are disclosed in note 6.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
eI RMEE @)

For the year ended 31 December 2021 {2 —FE - —F+ - A =+—HItFZ

3 Summary of Significant Accounting 3 FTESHBXRHEBE @)
Policies (Continued)

3.1 Basis of preparation (Continued) 3.1 wEE X (#)

During the year ended 31 December 2021,
the Group recorded a consolidated net loss of
approximately HK$99,054,000 and, as of that
date, the Group had net liabilities of approximately
HK$39,000,000 and its current liabilities exceeded
its current assets by approximately HK$77,307,000.
Notwithstanding the above results, the consolidated
financial statements have been prepared on a going
concern basis, the validity of which is dependent
upon the success of the Group’s future operations,
its ability to generate adequate cash flows in order
to meet its obligations as and when fall due and its
ability to refinance or restructure its borrowings such
that the Group can meet its future working capital
and financing requirements.

The Group has taken a number of measures to
improve its liquidity position, including, but not
limited to, the following:

() the Group had interest-bearing bank
borrowings of approximately HK$24,724,000
as at 31 December 2021, of which
approximately HK$3,957,000 is repayable
within one year. The remaining interest-bearing
bank borrowings, amounting to approximately
HK$20,767,000 were classified as current
liabilities due to the existence of a repayment
on demand clause in the loan agreements. The
Group will actively negotiate with the bank for
the renewal of the Group’s bank borrowings
when they fall due in order to secure necessary
funds to meet the Group’s working capital and
financial requirements in the foreseeable future.
In the opinion of the Directors, the Group
will be able to roll over or refinance the bank
borrowings upon their maturity;

(i) at 31 December 2021, the Group obtained
banking facilities of approximately
HK$33,830,000 with an unutilised amount of
approximately HK$7,128,000;

REE-_TE-_—F+_A=+—
BEFE AEBHEEHEEF
/518 #799,054,000/8 7T * MEH =
ZHH AXEENFEBHNA
39,000,000 Tk B & &
BEREE EA77,307,000/8 7T °
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
REMTEHRAMNEE @
For the year ended 31 December 2021 {2 —F = —F + - H =+ —HIFFZ

3 Summary of Significant Accounting 3 FESHBXRHEME @)
Policies (Continued)

3.1 Basis of preparation (Continued) 3.1 REEXE (#)

(i) the Group is actively negotiating with banks to
obtain additional funds to finance the Group’s
working capital and improve the liquidity
positions;

(iv) the Group will continue to take active measures
to control expenses through various channels
including human resources optimisation and
management remuneration adjustments; and

(v) a substantial shareholder of the Company
has agreed to continuously provide financial
support for the continuing operations of the
Company so as to enable it to meet its liabilities
when they fall due and carry on its business
without a significant curtailment of operations.

After taking into consideration of the above factors
and funds expected to be generated internally from
operations based on the Directors’ estimation on
the future cash flows of the Group, the Directors are
of the opinion that there will be sufficient financial
resources available to the Group to enable it to
meet its liabilities as and when they fall due and
to continue as a going concern. Accordingly, the
Directors have prepared the consolidated financial
statements on a going concern basis.

Should the Group be unable to continue its
business as a going concern, adjustments would
have to be made to write down the value of assets
to their recoverable amount, to provide for future
liabilities which might arise and to reclassify non-
current assets and liabilities to current assets and
liabilities respectively. The effects of these potential
adjustments have not been reflected in these
consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

eI RMEE @)

For the year ended 31 December 2021 {2 —F = —F + - H =+ —HIFFZ

3 Summary of Significant Accounting 3 FTESHBXRHEME @)

Policies (Continued)

3.1 Basis of preparation (Continued)
The significant accounting policies applied in
the preparation of these consolidated financial
statements are set out below. These policies have
been consistently applied to all the years presented,
unless otherwise stated.

3.2 Subsidiaries and non-controlling interests
Subsidiaries are entities controlled by the Group.
The Group controls an entity when it is exposed, or
has rights, to variable returns from its involvement
with the entity and has the ability to affect those
returns through its power over the entity. When
assessing whether the Group has power, only
substantive rights (held by the Group and other
parties) are considered.

Investments in subsidiaries are consolidated into
the consolidated financial statements from the date
that control commences until the date that control
ceases. Intra-group balances, transactions and cash
flows and any unrealised profits arising from intra-
group transactions are eliminated in full in preparing
the consolidated financial statements. Unrealised
losses resulting from intra-group transactions are
eliminated in the same way as unrealised gains
but only to the extent that there is no evidence of
impairment.

Non-controlling interests represent the equity in a
subsidiary not attributable directly or indirectly to the
company, and in respect of which the Group has
not agreed any additional terms with the holders of
those interests which would result in the Group as
a whole having a contractual obligation in respect
of those interests that meets the definition of a
financial liability. For each business combination,
the Group can elect to measure any non-controlling
interests either at fair value or at the non-controlling
interests’ proportionate share of the subsidiary’s net
identifiable assets.

3.1

3.2
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
eI RMEE @)

For the year ended 31 December 2021 {2 —FE - —F+ - A =+—HItFZ

3 Summary of Significant Accounting 3 FESHBXRHEME @)
Policies (Continued)

3.2 Subsidiaries and non-controlling interests 32 B AR RIFERER (@)

(Continued)

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 statement of profit or loss and
other 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. Loans from holders
of non-controlling interests and other contractual
obligations towards these holders are presented as
financial liabilities in the consolidated statement of
financial position in accordance with notes 3.18.

Changes in the Group’s interests in subsidiaries that
do not result in a loss of control are accounted for as
equity transactions, whereby adjustments are made
to the amounts of controlling and non-controlling
interests within consolidated equity to reflect the
change in relative interests, but no adjustments are
made to goodwill and no gain or loss is recognised.

When the Group loses control of a subsidiary, it is
accounted for as a disposal of the entire interest in
that subsidiary, with a resulting gain or loss being
recognised in profit or loss. Any interest retained
in that former subsidiary at the date when control
is lost is recognised at fair value and this amount
is regarded as the fair value on initial recognition of
a financial asset or, when appropriate, the cost on
initial recognition of an investment in an associate or
joint venture.

In the Company’s statement of financial position,
investments in subsidiaries are stated at cost less
impairment losses (see note 3.10), unless the
investment is classified as held for sale (or included
in a disposal group that is classified as held for
sale).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
eI RMEE @)

For the year ended 31 December 2021 {2 —FE - —F+ - A =+—HItFZ

3 Summary of Significant Accounting 3 FTESHBXRHEME @)
Policies (Continued)

3.3 ¥Ba6t

3.3 Business combinations

Acquisitions of businesses are accounted for
using the acquisition method. 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 incurred 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. Acquisition related costs are
generally recognised in profit or loss as incurred.

At the acquisition date, the identifiable assets
acquired and the liabilities assumed are recognised
at their fair value, except that:

e deferred tax assets or liabilities, and assets
or liabilities related to employee benefit
arrangements are recognised and measured in
accordance with HKAS 12 Income Taxes and
HKAS 19 Employee Benefits respectively;

e liabilities or equity instruments related to share-
based payment arrangements of the acquiree
or share based payment arrangements of the
Group entered into to replace share-based
payment arrangements of the acquiree are
measured in accordance with HKFRS 2 Share-
based Payment at the acquisition date (see the
accounting policy below);

e assets (or disposal groups) that are classified as
held for sale in accordance with HKFRS 5 Non-
current Assets Held for Sale and Discontinued
Operations are measured in accordance with
that standard; and
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
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For the year ended 31 December 2021 {2 —FE - —F+ - A =+—HItFZ

3 Summary of Significant Accounting 3 FESHBXRHEME @)
Policies (Continued)

3.3 Business combinations (Continued)

e |ease liabilities are recognised and measured
at the present value of the remaining lease
payments (as defined in HKFRS 16) as if
the acquired leases were new leases at the
acquisition date except for leases for which
(a) the lease term ends within 12 months of
the acquisition date; or (b) the underlying
asset is of low-value. Right-of-use assets are
recognised and measured at the same amount
as the relevant lease liabilities, adjusted to
reflect favourable or unfavourable terms of the
lease when compared with market terms.

Goodwill is measured as 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
amount of the identifiable assets acquired and the
liabilities assumed as at acquisition date. If, after
re-assessment, the net amount 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 profit or loss as a bargain purchase
gain.

When the consideration transferred by the Group
in a business combination includes a contingent
consideration arrangement, the contingent
consideration is measured at its acquisition-date
fair value and included as part of the consideration
transferred in a business combination. Changes in
the fair value of the contingent consideration that
qualify as measurement period adjustments are
adjusted retrospectively.

144 pemessprs —T-—FFEHRs

3.3 ¥4 6t @)

s HEAGBERMNHKBENRCE
ERBBUMBHRELRF16
%) < REHERLFE B
YWig 2 HERWEE B 8 AH
HE  HE@EHNKEB S
128 A R&ER: H()HEBE
ESKEENHERSIN £
REEERERBEHEHERR
HRzZEBERNGE X
1T 38 B DA S Bl B TR 35 R 1
MR E 2 B A F R

BELMEERE RREBET
ERFEEREE B MKRET
BERTEHIRIE T A s (W0 F)
NI E AR AR P UE FT BRI A
ERFAERERIER S ZF
BATE o MR EHFIER - FTIRE
AHERBEERMEAEREZFR
BHArEEALE RREELE
MR Em 2 2B RKETT B
EmRKE TR (MA) 2R
BZEMN ZRAKNRERER
RITPTERE W -

EAKBR-BXBEAHEE L
REBEIARKERY  AHA
REDZEWEARZ ARERT
B UAESR—EEHAH
WHZRE—BD - & ERIEG
ENHBAECEIRREBEZANRE
HE) BN -



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
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3 Summary of Significant Accounting 3 FTESHBXRHEME @)
Policies (Continued)

3.3 ¥4 6t @)

3.3 Business combinations (Continued)

Measurement period adjustments are adjustments
that arise from additional information obtained
during the “measurement period” (which cannot
exceed one year from the acquisition date) about
facts and circumstances that existed at the
acquisition date.

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 retrospectively during the
measurement period (see above), and additional
assets or liabilities are recognised, to reflect new
information obtained about facts and circumstances
that existed at the acquisition date that, if known,
would have affected the amounts recognised at that
date.

3.4 Goodwill

Goodwill arising on an acquisition of a business
is carried at cost as established at the date of
acquisition of the business (see the accounting
policy above) less accumulated impairment losses,
if any.

Determining whether goodwill is impaired requires
an estimation of the value in use of the CGUs to
which goodwill has been allocated. The value-in-use
calculation requires the Directors to estimate the
future cash flows expected to arise from the CGU
and a suitable discount rate in order to calculate the
present value.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
eI RMEE @)

For the year ended 31 December 2021 {2 —F = —F + - H =+ —HIFFZ

3 Summary of Significant Accounting 3 FESHBXRHEME @)

Policies (Continued)
3.4 Goodwill (Continued)

A cash-generating unit (or group of cash-generating
units) to which goodwill has been allocated is tested
for impairment annually or more frequently when
there is indication that the unit may be impaired.

3.4

B8 (#)

EokmENRSELEM (HHR
CELBMARN) EFFHNEM
B 0R (B P R B T SR M TR
BRI - LR REREETRE

For goodwill arising on an acquisition in a reporting EEZHEmMS BokEEmEZ
period, the cash-generating unit (or group of cash- ReEFEM(KBReELEEUA
generating units) to which goodwill has been J)"\EA#E“:HJ??EHI ETRERIR °

allocated is tested for impairment before the end of WA el SELREREE A
that reporting period. If the recoverable amount is WEEEE S %D AEURE ﬂ

less than its carrying amount, the impairment loss is
allocated first to reduce the carrying amount of any
goodwill and then to the other assets on a pro-rata
basis based on the carrying amount of each asset
in the unit (or group of cash-generating units).

On disposal of the relevant cash-generating unit
or any of the cash-generating unit within the group
of cash generating units, the attributable amount
of goodwill is included in the determination of the
amount of profit or loss on disposal. When the
Group disposes of an operation within the cash-
generating unit (or a cash generating unit within
a group of cash-generating units), the amount of
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goodwill disposed of is measured on the basis of i) BfTREREEE B (SR
the relative values of the operation (or the cash- SEABNMAR) FoaEEER
generating unit) disposed of and the portion of = e
the cash-generating unit (or the group of cash-
generating units) retained.

3.5 Intangible assets (other than goodwill) 3.5 ,mﬂ/EF (BER)

Intangible assets acquired in a business
combination

Intangible assets acquired in a business
combination are recognised separately from
goodwill and are initially recognised at their fair value
at the acquisition date (which is regarded as their
cost).
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3 Summary of Significant Accounting 3 FTESHBXRHEME @)
Policies (Continued)

3.5 Intangible assets (other than goodwill)

(Continued)

Intangible assets acquired in a business
combination (Continued)

Subsequent to initial recognition, intangible assets
acquired in a business combination with finite useful
lives are recognised at costs less accumulated
amortisation and any accumulated impairment
losses, on the same basis as intangible assets
that are acquired separately. Intangible assets
acquired in a business combination with indefinite
useful lives are carried at cost less any subsequent
accumulated impairment losses.

Amortisation of intangible assets with finite useful
lives is charged to profit or loss on a straight-line
basis over the assets’ estimated useful lives. The
following intangible assets with finite useful lives are
amortised from the date they are available for use
and their estimated useful lives are as follows:

—  Trademarks 8 years
—  Cooperation contracts 8 years

Both the period and method of amortisation are
reviewed annually.

An intangible asset is derecognised on disposal,
or when no future economic benefits are expected
from use or disposal. Gains and losses arising from
derecognition of an intangible asset, measured
as the difference between the net disposal
proceeds and the carrying amount of the asset,
are recognised in profit or loss when the asset is
derecognised.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
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3 Summary of Significant Accounting 3 FESHBXRHEME @)
Policies (Continued)

3.6 Segment reporting

Operating segments are reported in a manner
consistent with the internal reporting provided to the
chief operating decision-maker (the “CODM”). The
CODM, who is responsible for allocating resources
and assessing performance of the operating
segments, has been identified as the Chief
Executive Officer (“CEQ”) of the Group who makes
strategic decisions.

3.7 Foreign currency transactions

(@)

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

Transactions and balances

Foreign currency transactions are translated
into the functional currency using the exchange
rates prevailing at the dates of the transactions
or valuation where items are re-measured.
Foreign exchange gains and losses resulting
from the settlement of such transactions and
from the translation at year-end exchange rates
of monetary assets and liabilities denominated
in foreign currencies are recognised in the
consolidated statement of profit or loss
and other comprehensive income. Foreign
exchange gains and losses are presented in
the consolidated statement of profit or loss
and other comprehensive income within ‘other
gains and losses’.
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For the year ended 31 December 2021 {2 —F = —F + - H =+ —HIFFZ

3 Summary of Significant Accounting 3 FTESHBXRHEME @)

Policies (Continued)

3.7 Foreign currency transactions (Continued)

(c) Group companies

The results and financial position of all
the Group entities (none of which has the
currency of a hyperinflationary economy) that
have a functional currency different from the
presentation currency are translated into the
presentation currency as follows:

(i) assets and liabilities for each statement
of financial position presented are
translated at the closing rate at the date
of this consolidated statement of financial
position;

(i) income and expenses for each profit and
loss account are translated at average
exchange rates (unless this average is
not a reasonable approximation of the
cumulative effect of the rates prevailing
on the transaction dates, in which case
income and expenses are translated at
the dates of the transactions); and

(i) all resulting exchange differences are
recognised in other comprehensive
income.

Goodwill and fair value adjustments arising on
the acquisition of a foreign entity are treated
as assets and liabilities of the foreign entity
and translated at the closing rate. Currency
translation differences arising are recognised in
other comprehensive income.
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3 Summary of Significant Accounting 3 FESHBXRHEME @)
Policies (Continued)

3.7 Foreign currency transactions (Continued)

3.7 HERF ()

(c) Group companies (Continued)

On the disposal of a foreign operation (that
is, a disposal of the Group’s entire interest in
a foreign operation, or a disposal involving
loss of control over a subsidiary that includes
a foreign operation, a disposal involving loss
of joint control over a jointly controlled entity
that includes a foreign operation, or a disposal
involving loss of significant influence over an
associate that includes a foreign operation), all
of the exchange differences accumulated in
equity in respect of that operation attributable
to the equity holders of the Company are
reclassified to profit or loss.

In the case of a partial disposal that does
not result in the Group losing control over a
subsidiary that includes a foreign operation, the
proportionate share of accumulated exchange
differences are re-attributed to non-controlling
interests and are not recognised in profit or
loss. For all other partial disposals (that is,
reductions in the Group’s ownership interest
in associates or jointly controlled entities that
do not result in the Group losing significant
influence or joint control) the proportionate
share of the accumulated exchange differences
is reclassified to profit or loss.

3.8 Property, plant and equipment

Property, plant and equipment other than crockery,
utensils and linen are stated at historical cost
less accumulated depreciation. Historical cost
includes expenditure that is directly attributable
to the acquisition of the items. Subsequent costs
are included in the asset’s carrying amount or
recognised as a separate asset, as appropriate,
only when it is probable that future economic
benefits associated with the item will flow to the
Group and the cost of the item can be measured
reliably. The carrying amount of the replaced part
is derecognised. All other repairs and maintenance
are charged to the consolidated statement of profit
or loss and other comprehensive income during the
financial period in which they are incurred.
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3 Summary of Significant Accounting 3 FTESHBXRHEME @)
Policies (Continued)

3.8 ¥ - MERZE @)
ME - - WERZHETE TR T

3.8 Property, plant and equipment (Continued)
Depreciation on property, plant and equipment is

calculated using the straight-line method to allocate
their cost to their residual values, if any, over their
estimated useful lives, as follows:

Leasehold
improvements

Shorter of 5 to 8 years and
the unexpired lease term

Furniture, fixtures and 3 to 5 years
equipment

Motor vehicles 4 to 5 years

The assets’ residual values and useful lives are
reviewed, and adjusted if appropriate, at the end of
each reporting period.

Initial expenditure incurred for crockery, utensils and
linens is capitalised and no depreciation is provided
thereon. The cost of subsequent replacement for
these items is recognised in profit or loss when
incurred.

Construction in progress represents property, plant
and equipment under construction or pending
installation and is stated at cost less impairment
losses, if any. No provision for depreciation is made
on assets under construction in progress until such
time as the relevant assets are completed and
available for their intended use. On completion, the
relevant assets is reclassified to the appropriate
categories of property, plant and equipment when
completed and ready for use.

An asset’s carrying amount is written down
immediately to its recoverable amount if the asset’s
carrying amount is greater than its estimated
recoverable amount (see note 15).
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3 Summary of Significant Accounting 3 FESHBXRHEME @)

Policies (Continued)

3.8 Property, plant and equipment (Continued)
Gains and losses on disposals are determined by
comparing the proceeds with the carrying amount
and are recognised within ‘other gains and losses’
in the consolidated statement of profit or loss and
other comprehensive income.

3.9 Right-of-use assets
Right-of-use assets arising from leases over
leasehold properties where the Group is not the
registered owner of the property interest are
stated at cost less accumulated depreciation and
impairment losses (note 3.10).

Gains or losses arising from the retirement or
disposal of an item of right-of-use assets are
determined as the difference between the net
disposal proceeds and the carrying amount of the
item and are recognised in profit or loss on the date
of retirement or disposal.

Depreciation is calculated to write off the cost of
right-of-use assets, less their estimated residual
value, if any, using the straight line method as
follows:

— The Group’s interests in buildings situated
on leasehold land are depreciated over the
shorter of the unexpired term of lease and the
buildings’ estimated useful lives, being no more
than 50 years after the date of completion.

— ltems of plant and equipment arising from
leases of underlying plant and equipment are
depreciated over the shorter of the unexpired
term of the leases and their estimated useful
lives.

Where parts of an item of right-of-use assets have
different useful lives, the cost of the item is allocated
on a reasonable basis between the parts and each
part is depreciated separately. Both the useful life of
an asset and its residual value, if any, are reviewed
annually.
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3 Summary of Significant Accounting 3 FTESHBXRHEME @)
Policies (Continued)
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3.10 Impairment of non-financial assets
Goodwill and intangible assets that have an
indefinite useful life are not subject to amortisation
and are tested annually for impairment.
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Other assets are reviewed for impairment whenever
events or changes in circumstances indicate that
the carrying amount may not be recoverable. An
impairment loss is recognised for the amount by

which the asset’s carrying amount exceeds its
recoverable amount. The recoverable amount is the
higher of an asset’s fair value less costs of disposal
and value-in-use. For the purposes of assessing
impairment, assets are grouped at the lowest levels
for which there are separately identifiable cash
flows (cash generating units). Non-financial assets
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other than goodwill that suffered an impairment are
reviewed for possible reversal of the impairment at
the end of each reporting period.
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3.11 Financial assets

(@) Classification and measurement of
financial assets

All recognised financial assets are subsequently
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measured at amortised cost or fair value. R AR A RERE -
Debt instruments that meet the following FeETiEENmEBITAR
conditions are subsequently measured at BIZE N AT E -
amortised cost:

e the financial asset is held within a business o DB EHNREREE
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model whose objective is to hold financial

assets in order to collect contractual cash EBEBEXTHEENS
flows; and MEE &
e the contractual terms of the financial o THEEMNANKAR
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asset give rise on specified dates to cash
flows that are solely payments of principal
and interest on the principal amount
outstanding.
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3 Summary of Significant Accounting 3 FESHBXRHEME @)
Policies (Continued)
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3.11 Financial assets (Continued)
(@) Classification and measurement of

financial assets (Continued)

Financial assets that meet the following
conditions are subsequently measured at fair
value through other comprehensive income
(“FVTOCI):

e the financial asset is held within a business
model whose objective is achieved by
both collecting contractual cash flows and
selling; and

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

The Group’s rental deposits, deposits placed
for life insurance policies, trade receivables,
deposits and other receivables, loan receivable,
amount due from a non-controlling shareholder,
amounts due from related companies, pledged
bank deposits and cash and cash equivalents
are subsequently measured at amortised cost.

Contingent consideration receivable is
subsequently measured at fair value through
profit or loss.
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3 Summary of Significant Accounting 3 FTESHBXRHEME @)
Policies (Continued)
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3.11 Financial assets (Continued)
(b) Amortised cost and interest income

The effective interest method is a method
of calculating the amortised cost of a debt
instrument and of allocating interest income
over the relevant period.

The effective interest rate is the rate that exactly
discounts estimated future cash receipts
(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) excluding expected
credit loss (“ECL”), through the expected life
of the debt instrument, or, where appropriate,
a shorter period, to the gross carrying amount
of the debt instrument on initial recognition.
The amortised cost of a financial asset is
the amount at which the financial asset is
measured at initial recognition minus the
principal repayments, plus the cumulative
amortisation using the effective interest method
of any difference between that initial amount
and the maturity amount, adjusted for any loss
allowance.

On the other hand, the gross carrying amount
of a financial asset is the amortised cost of a
financial asset before adjusting for any loss
allowance.

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.
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3 Summary of Significant Accounting 3 FESHBXRHEME @)

Policies (Continued)

3.12 Offsetting financial instruments

Financial assets and liabilities are offset and the net
amount reported in the consolidated statement of
financial position when there is a legally enforceable
right to offset the recognised amounts and there is
an intention to settle on a net basis or realise the
asset and settle the liability simultaneously. The
legally enforceable right must not be contingent on
future events and must be enforceable in the normal
course of business and in the event of default,
insolvency or bankruptcy of the Company or the
counterparty.

3.13 Credit losses and impairment of financial

assets carried at amortised cost

The Group recognises a loss allowance for expected
credit losses (“ECLs”) on the following items:

— financial assets measured at amortised cost
(including rental deposits, deposits placed
for life insurance policies, trade receivables,
deposits and other receivables, loan
receivable, amount due from a non-controlling
shareholder, amounts due from related
companies, cash and cash equivalents and
pledged bank deposits).

Measurement of ECLs

ECLs are a probability-weighted estimate of credit
losses. Credit losses are measured as the present
value of all expected cash shortfalls (i.e. the
difference between the cash flows due to the Group
in accordance with the contract and the cash flows
that the Group expects to receive).

For undrawn loan commitments, expected cash
shortfalls are measured as the difference between (j)
the contractual cash flows that would be due to the
Group if the holder of the loan commitment draws
down on the loan and (ii) the cash flows that the
Group expects to receive if the loan is drawn down.
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3 Summary of Significant Accounting
Policies (Continued)

3.13 Credit losses and impairment of financial
assets carried at amortised cost (Continued)

Measurement of ECLs (Continued)
The expected cash shortfalls are discounted using

the following discount rates where the effect of
discounting is material:

— fixed-rate financial assets, trade and other
receivables and contract assets: effective
interest rate determined at initial recognition or
an approximation thereof;

—  variable-rate financial assets: current effective
interest rate;

— lease receivables: discount rate used in the
measurement of the lease receivable;

— loan commitments: current risk-free rate
adjusted for risks specific to the cash flows.

The maximum period considered when estimating
ECLs is the maximum contractual period over which
the Group is exposed to credit risk.

In measuring ECLs, the Group takes into account
reasonable and supportable information that is
available without undue cost or effort. This includes
information about past events, current conditions
and forecasts of future economic conditions.
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3 Summary of Significant Accounting
Policies (Continued)

3.13 Credit losses and impairment of financial
assets carried at amortised cost (Continued)

Measurement of ECLs (Continued)
ECLs are measured on either of the following bases:

— 12-month ECLs: these are losses that are
expected to result from possible default events
within the 12 months after the reporting date;
and

— lifetime ECLs: these are losses that are
expected to result from all possible default
events over the expected lives of the items to
which the ECL model applies.

Loss allowances for trade receivables, lease
receivables and contract assets are always
measured at an amount equal to lifetime ECLs.
ECLs on these financial assets are estimated using
a provision matrix based on the Group’s historical
credit loss experience, adjusted for factors that
are specific to the debtors and an assessment of
both the current and forecast general economic
conditions at the reporting date.

For all other financial instruments (including loan
commitments issued), the Group recognises a loss
allowance equal to 12-month ECLs unless there
has been a significant increase in credit risk of the
financial instrument since initial recognition, in which
case the loss allowance is measured at an amount
equal to lifetime ECLs.
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3 Summary of Significant Accounting
Policies (Continued)

3.13 Credit losses and impairment of financial

assets carried at amortised cost (Continued)
Significant increases in credit risk

In assessing whether the credit risk of a financial
instrument has increased significantly since initial
recognition, the Group compares the risk of default
occurring on the financial instrument assessed at
the reporting date with that assessed at the date of
initial recognition. In making this reassessment, the
Group considers that a default event occurs when (i)
the borrower is unlikely to pay its credit obligations
to the Group in full, without recourse by the Group
to actions such as realising security (if any is held);
or (i) the financial asset is 90 days past due. 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 since initial recognition:

failure to make payments of principal or interest
on their contractually due dates;

— an actual or expected significant deterioration
in a financial instrument’s external or internal
credit rating (if available);

— an actual or expected significant deterioration
in the operating results of the debtor; and

— existing or forecast changes in the
technological, market, economic or legal
environment that have a significant adverse
effect on the debtor’s ability to meet its
obligation to the Group.
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3 Summary of Significant Accounting
Policies (Continued)

3.13 Credit losses and impairment of financial

assets carried at amortised cost (Continued)
Significant increases in credit risk (Continued)

For loan commitments, the date of initial recognition
for the purpose of assessing ECLs is considered to
be the date that the Group becomes a party to the
irrevocable commitment. In assessing whether there
has been a significant increase in credit risk since
initial recognition of a loan commitment, the Group
considers changes in the risk of default occurring
on the loan to which the loan commitment relates.

Depending on the nature of the financial instruments,
the assessment of a significant increase in credit
risk is performed on either an individual basis or a
collective basis. When the assessment is performed
on a collective basis, the financial instruments are
grouped based on shared credit risk characteristics,
such as past due status and credit risk ratings.

ECLs are remeasured at each reporting date to
reflect changes in the financial instrument’s credit
risk since initial recognition. Any change in the
ECL amount is recognised as an impairment gain
or loss in profit or loss. The Group recognises an
impairment gain or loss for all financial instruments
with a corresponding adjustment to their carrying
amount through a loss allowance account, except
for investments in debt securities that are measured
at FVTOCI (recycling), for which the loss allowance
is recognised in other comprehensive income and
accumulated in the fair value reserve (recycling).
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3 Summary of Significant Accounting
Policies (Continued)

3.13 Credit losses and impairment of financial
assets carried at amortised cost (Continued)
Write-off policy
The gross carrying amount of a financial asset,
lease receivable or contract asset is written off
(either partially or in full) to the extent that there is no
realistic prospect of recovery. This is generally the
case when the Group determines that the debtor
does not have assets or sources of income that
could generate sufficient cash flows to repay the
amounts subject to the write-off.

Subsequent recoveries of an asset that was
previously written off are recognised as a reversal
of impairment in profit or loss in the period in which
the recovery occurs.

3.14 Contract assets and Contract liabilities

A contract asset is recognised when the Group
recognises revenue (see note 3.26) before being
unconditionally entitled to the consideration under
the payment terms set out in the contract. Contract
assets are assessed for expected credit losses
(“ECLs”) in accordance with the policy set out
in note 3.13 and are reclassified to receivables
when the right to the consideration has become
unconditional (see note 3.15).

A contract liability is recognised when the customer
pays consideration before the Group recognises the
related revenue (see note 3.26). A contract liability
would also be recognised if the Group has an
unconditional right to receive consideration before
the Group recognises the related revenue. In such
cases, a corresponding receivable would also be
recognised.

When the contract includes a significant financing
component, the contract balance includes interest
accrued under the effective interest method (see
note 3.26).
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3 Summary of Significant Accounting 3 FESHBXRHEME @)
Policies (Continued)

3.15

3.16

3.17

Trade and other receivables

A receivable is recognised when the Group has
an unconditional right to receive consideration. A
right to receive consideration is unconditional if only
the passage of time is required before payment
of that consideration is due. If revenue has been
recognised before the Group has an unconditional
right to receive consideration, the amount is
presented as a contract asset.

Receivables are stated at amortised cost using
the effective interest method less allowance for
credit losses. See note 3.11 for further information
about the Group’s accounting for trade and other
receivables and note 3.13 for a description of the
Group’s impairment policies.

Cash and cash equivalents

In the consolidated statement of cash flows,
cash and cash equivalents includes cash in hand,
deposits held at call with banks and other short-
term highly liquid investments with original maturities
of three months or less. Cash and cash equivalents
are assessed for expected credit losses (“ECLS”) in
accordance with the policy set out in note 3.13.

Share capital

Ordinary shares are classified as equity. Incremental
costs directly attributable to the issue of new shares
or options are shown in equity as a deduction, net
of tax, from the proceeds.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
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3 Summary of Significant Accounting 3 FTESHBXRHEME @)
Policies (Continued)

3.18

3.19

Trade and other payables

Trade payables are obligations to pay for goods or
services that have been acquired in the ordinary
course of business from suppliers. Trade and
other payables are classified as current liabilities
if payment is due within one year or less (or in the
normal operating cycle of the business if longer). If
not, they are presented as non-current liabilities.

Trade and other payables are recognised initially at
fair value. Subsequent to initial recognition, trade
and other payables are stated at amortised cost,
unless the effect of discounting would be immaterial,
in which case they are stated at invoice amounts.

Borrowings

Borrowings are recognised initially at fair value,
net of transaction costs incurred. Borrowings
are subsequently carried at amortised cost; any
difference between the proceeds (net of transaction
costs) and the redemption value is recognised in
the consolidated statement of profit or loss and
other comprehensive income over the period of the
borrowings using the effective interest method.

Fees paid on the establishment of loan facilities
are recognised as transaction costs of the loan to
the extent that it is probable that some or all of the
facilities will be drawn down. In this case, the fee is
deferred until the draw-down occurs. To the extent
there is no evidence that it is probable that some
or all of the facilities will be drawn down, the fee is
capitalised as a pre-payment for liquidity services
and amortised over the period of the facilities to
which it relates.

Borrowings are classified as current liabilities unless
the Group has an unconditional right to defer
settlement of the liability for at least twelve months
after the reporting date.
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3 Summary of Significant Accounting 3 FESHBXRHEME @)
Policies (Continued)

3.20 Borrowing costs

3.21

All borrowing costs are recognised in the
consolidated statement of profit or loss and other
comprehensive income in the period in which they
are incurred since no borrowing costs are directly
attributable to the acquisition, construction or
production of qualified assets.

Current and deferred tax

The tax expense for the year comprises current and
deferred tax. Tax is recognised in the consolidated
statement of profit or loss and other comprehensive
income, except to the extent that it relates to items
recognised in other comprehensive income or
directly in equity. In this case, the tax is recognised
in other comprehensive income or directly in equity,
respectively.

(@) Current tax

The current tax charge is calculated on the
basis of the tax laws enacted or substantively
enacted at the reporting date in the countries
where the Company’s subsidiaries operate
and generate taxable income. Management
periodically evaluates positions taken in
tax returns with respect to situations in
which applicable tax regulation is subject to
interpretation. It establishes provisions where
appropriate on the basis of amounts expected
to be paid to the tax authorities.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
REMTEHRAMNEE @
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3 Summary of Significant Accounting 3 FTESHBXRHEME @)
Policies (Continued)

3.21 Current and deferred tax (Continued)
(b) Deferred tax

Deferred tax is recognised, using the liability
method, on temporary differences arising
between the tax bases of assets and liabilities
and their carrying amounts in the consolidated
statement of financial position. However, the
deferred tax is not accounted for if it arises
from initial recognition of an asset or liability in a
transaction other than a business combination
that at the time of the transaction affects
neither accounting nor taxable profit or loss.
Deferred tax is determined using tax rates (and
laws) that have been enacted or substantively
enacted by the reporting date and are
expected to apply when the related deferred
tax asset is realised or the deferred tax liability is
settled.

Deferred tax assets are recognised only to the
extent that it is probable that future taxable
profit will be available against which the
temporary differences can be utilised.

Deferred tax liabilities and assets are not
recognised for temporary differences between
the carrying amount and tax bases of
investments in foreign operations where the
Company is able to control the timing of the
reversal of the temporary differences and it is
probable that the differences will not reverse in
the foreseeable future.

Offsetting

Deferred tax assets and liabilities are offset
when there is a legally enforceable right to
offset current tax assets against current tax
liabilities and when the deferred tax assets and
liabilities relate to income taxes levied by the
same taxation authority on either the taxable
entity or different taxable entities where there
is an intention to settle the balances on a net
basis.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
REMTEHRAMNEE @
For the year ended 31 December 2021 {2 —F = —F + - H =+ —HIFFZ

3 Summary of Significant Accounting 3 FESHBXRHEME @)
Policies (Continued)

3.22 Employee benefits

@)

Pension obligation

The Group operates a defined contribution
Mandatory Provident Fund retirement
benefits scheme (the “MPF Scheme”) in Hong
Kong under the Mandatory Provident Fund
Schemes Ordinance, for those employees
who are eligible to participate in the MPF
Scheme. Contributions are made based on a
percentage of the employees’ basic salaries
and are charged to the profit or loss as they
become payable in accordance with the rules
of the MPF Scheme. The Group’s employer
contributions vest fully with the employees
when contributed into the MPF Scheme.

The full-time employees of the Group in the
PRC are covered by various government-
sponsored basic pension insurance under
which the employees are entitled to a monthly
pension based on certain formulas. The relevant
government agencies are responsible for the
pension liability to these retired employees. The
Group contributes on a monthly basis to these
pension plans. Under these plans, the Group
has no obligation for post-retirement benefits
beyond the contributions made. Contributions
to these plans are expenses as incurred and
contributions paid to the defined-contribution
pension plans for a staff are not available to
reduce the Group’s future obligations to such
defined-contribution pension plans even if the
staff leaves the Group.

The Group’s contributions are charged to the
consolidated statement of profit or loss and
other comprehensive income in the period they
incurred.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
REMTEHRAMNEE @
For the year ended 31 December 2021 {2 —F = —F + - H =+ —HIFFZ

3 Summary of Significant Accounting 3 FTESHBXRHEME @)
Policies (Continued)

3.22 Employee benefits (Continued)

(b)

Housing funds, medical insurances and
other social insurances

The PRC employees of the Group are entitled
to participate in various government-supervised
housing funds, medical insurance and other
employee social insurance plan. The Group
contributes on a monthly basis to these funds
based on certain percentages of the salaries
of the employees, subject to certain ceiling.
The Group’s liability in respect of these funds
is limited to the contributions payable in each
period, and recognised as employee benefit
expense when they are due.

Employee leave entitlements

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

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

Termination benefits

Termination benefits are payable when
employment is terminated by the Group before
the normal retirement date, or whenever an
employee accepts voluntary redundancy
in exchange for these benefits. The Group
recognises termination benefits when it is
demonstrably committed to a termination
when the Group has a detailed formal plan
to terminate the employment of current
employees without possibility of withdrawal.
In the case of an offer made to encourage
voluntary redundancy, the termination
benefits are measured based on the number
of employees expected to accept the offer.
Benefits falling due more than twelve months
after the reporting date are discounted to their
present value.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
eI RMEE @)

For the year ended 31 December 2021 {2 —F = —F + - H =+ —HIFFZ

3 Summary of Significant Accounting 3 FESHBXRHEME @)
Policies (Continued)

3.22 Employee benefits (Continued)

)

Bonus plans

The Group recognises a liability and an
expense for bonuses. The Group recognises a
provision where contractually obliged or where
there is a past practice that has created a
constructive obligation.

Long service payments

The Group’s net obligation in respect of long
service payments to its employees in Hong
Kong upon cessation of their employment in
certain circumstances under the Hong Kong
Employment Ordinance is the amount of future
benefits that the employees have earned in
return for their services in the current and prior
periods.

A provision is recognised in respect of the
probable future long service payments
expected to be made. The provision is based
on the best estimate of the probable future
payments which have been earned by the
employees from their service to the Group to
the end of the reporting period.

3.23 Inventories
Inventories are stated at the lower of cost and net
realisable value. Cost is calculated using the first-
in-first out method. Net realisable value represents
the estimated selling price for inventories less all
estimated costs of completion and costs necessary
to make the sale.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
eI RMEE @)

For the year ended 31 December 2021 {2 —F = —F + - H =+ —HIFFZ

3 Summary of Significant Accounting
Policies (Continued)

3.24

3.25

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

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

Provision for reinstatement costs

Provision for reinstatement costs represents
the present value of the estimated cost for the
restoration work of the Group’s leased retail shops
agreed to be carried out upon the expiry of the
relevant leases using a risk-free pre-tax interest
rate. The provision has been determined by the
Directors based on their best estimates. The
related reinstatement costs have been included
as leasehold improvements in the consolidated
statement of financial position.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
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For the year ended 31 December 2021 {2 —FE - —F+ - A =+—HItFZ

3 Summary of Significant Accounting 3 FESHBXRHEME @)
Policies (Continued)

3.26 Revenue recognition 3.26 Uz 7 52

Revenue from contracts with customers
Revenues are recognised when or as the control of
the good or service is transferred to the customer.
Depending on the terms of the contract and the
laws that apply to the contract, control of the good
or service may be transferred over time or at a point
in time. The Group can recognise revenue over time
if the Group meets one of the following conditions:

—  provides the benefits which are received and
consumed simultaneously by the customer as
the Group performs;

— creates or enhances an asset that the
customer controls as the Group performs; or

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

If control of the asset transfers over time, revenue
is recognised over the period of the contract
by reference to the progress towards complete
satisfaction of that performance obligation.
Otherwise, revenue is recognised at a point in time
when the customer obtains control of the goods
and services.

Where the contract contains a financing component
which provides a significant financing benefit to
the customer for more than 12 months, revenue
is measured at the present value of the amount
receivable, discounted using the discount rate
that would be reflected in a separate financing
transaction with the customer, and interest income
is accrued separately under the effective interest
method. Where the contract contains a financing
component which provides a significant financing
benefit to the Group, revenue recognised under
that contract includes the interest expense accreted
on the contract liability under the effective interest
method.
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3 Summary of Significant Accounting 3 FTESHBXRHEME @)
Policies (Continued)

3.26 Revenue recognition (Continued)

Revenue from contracts with customers
(Continued)

Further details of the Group’s revenue recognition
policies are as follows:

(a) Revenue from restaurant operations

Revenue is recognised at a particular point
in time when customers have control over
the goods, which is generally the time when
the related catering services are rendered to
customers.

(b) Revenue from sale of food ingredients

Revenue from sale of food ingredients consists
of sales of dried foods sold to third parties and
is recognised at a particular point in time when
customers have control over the goods, which
generally coincides with the date of delivery.

(c) Revenue from cooperation with Freshippo

Revenue is recognised at a point in time
when customers have control over the goods,
which is generally the time when the goods is
delivered to or consumed by the customers.

Other income
Interest income

Interest income is recognised as it accrues under
the effective interest method using the rate that
exactly discounts estimated future cash receipts
through the expected life of the financial asset to
the gross carrying amount of the financial asset.
For financial assets measured at amortised cost or
FVTOCI (recycling) that are not credit-impaired, the
effective interest rate is applied to the gross carrying
amount of the asset. For credit-impaired financial
assets, the effective interest rate is applied to the
amortised cost (i.e. gross carrying amount net of
loss allowance) of the asset (see note 3.13).
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3 Summary of Significant Accounting 3 FESHBXRHEME @)
Policies (Continued)

3.27 Leases 321 HE

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.

As a lessee

Where the contract contains lease component(s)
and non-lease component(s), the Group has
elected not to separate non-lease components
and accounts for each lease component and any
associated non-lease components as a single lease
component for all leases.

At the lease commencement date, the Group
recognises a right-of-use asset and a lease liability,
except for short-term leases that have a lease term
of 12 months or less and leases of low-value assets
which, for the Group are primarily laptops and office
furniture. When the Group enters into a lease in
respect of a low-value asset, the Group decides
whether to capitalise the lease on a lease-by-lease
basis. The lease payments associated with those
leases which are not capitalised are recognised as
an expense on a systematic basis over the lease
term.

Where the lease is capitalised, the lease liability is
initially recognised at the present value of the lease
payments payable over the lease term, discounted
using the interest rate implicit in the lease or, if that
rate cannot be readily determined, using a relevant
incremental borrowing rate.
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3 Summary of Significant Accounting 3 FTESHBXRHEBE @)
Policies (Continued)

3.27 Leases (Continued)

As a lessee (Continued)

After initial recognition, the lease liability is measured
at amortised cost and interest expense is calculated
using the effective interest method. Variable lease
payments that do not depend on an index or rate
are not included in the measurement of the lease
liability and hence are charged to profit or loss in the
accounting period in which they are incurred.

The right-of-use asset recognised when a lease
is capitalised is initially measured at cost, which
comprises the initial amount of the lease liability
plus any lease payments made at or before the
commencement date, and any initial direct costs
incurred. Where applicable, the cost of the right-
of-use assets also includes an estimate of costs to
dismantle and remove the underlying asset or to
restore the underlying asset or the site on which it
is located, discounted to their present value, less
any lease incentives received. The right-of-use asset
is subsequently stated at cost less accumulated
depreciation and impairment losses (see note 3.9).

The lease liability is remeasured when there is a
change in future lease payments arising from a
change in an index or rate, or there is a change in
the Group’s estimate of the amount expected to be
payable under a residual value guarantee, or there is
a change arising from the reassessment of whether
the Group will be reasonably certain to exercise a
purchase, extension or termination option. When
the lease liability is remeasured in this way, a
corresponding adjustment is made to the carrying
amount of the 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.

The Group presents right-of-use assets and lease
liabilities separately in the consolidated statement of
financial position.
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3 Summary of Significant Accounting 3 FESHBXRHEME @)
Policies (Continued)

3.28

3.29

Dividend distribution

Dividend distribution to the members of the
Company and its subsidiaries is recognised as a
liability in the consolidated statement of financial
position in the period in which the dividends are
approved by the shareholders or director, where
appropriate, of the respective companies.

Financial guarantee contracts

A financial guarantee contract is a contract that
requires the issuer to make specified payments to
reimburse the holder for a loss it incurs because a
specified debtor fails to make payments when due
in accordance with the terms of a debt instrument.

Financial guarantee contracts issued by a group
entity are initially measured at their fair values and,
if not designated as at FVTPL and do not arise from
a transfer of a financial asset, are subsequently
measured at the higher of:

e the amount of the loss allowance determined in
accordance with HKFRS 9; and

e the amount initially recognised less, where
appropriate, cumulative amortisation
recognised in accordance with the revenue
recognition policies.

The fair value of financial guarantees is determined
based on the present value of the difference in cash
flows between the contractual payments required
under the debt instrument and the payments that
would be acquired without the guarantee, or the
estimated amount that would be payable to a third
party for assuming the obligations.
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3 Summary of Significant Accounting 3 FTESHBXRHEME @)

Policies (Continued)

3.30 Related parties
(@) A person, or a close member of that person’s
family, is related to the Group if that person:

()  has control or joint control over the Group;

(i) has significant influence over the Group;
or

(i) is a member of the key management
personnel of the Group or the Group’s
parent.

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

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

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

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

(iv) One entity is a joint venture of a third party
and the other entity is an associate of third
entity.

(v) The entity is a post-employment benefit
plan for the benefit of employees of either
the Group or an entity related to the
Group.

(vi) The entity is controlled or jointly controlled
by a person identified in (a).
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3 Summary of Significant Accounting 3 FESHBXRHEME @)

Policies (Continued)

3.30 Related parties (Continued)

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

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

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

Close members of the family of a person are those
family members who may be expected to influence,
or be influenced by, that person in their dealings
with the entity.

4 Changes in Accounting Policies

In current year, the Group has applied the following
amendments to HKFRSs issued by the HKICPA for the
first time, which are effective for the accounting periods
beginning on or after 1 January 2021 for the preparation
of the consolidated financial statements:

Amendments to HKFRS 9, Interest Rate Benchmark Reform -
Hong Kong Accounting Phase 2
Standards ("‘HKAS”) 39,
HKFRS 7, HKFRS 4 and

HKFRS 16
Amendment to HKFRS 16 COVID-19 related rent concessions
beyond 30 June 2021 (early
adopted)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
REMTEHRAMNEE @
For the year ended 31 December 2021 {2 —F = —F + - H =+ —HIFFZ

4

Changes in Accounting Policies (Continued)

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

The amendments provide targeted reliefs from (i)
accounting for changes in the basis for determining
contractual cash flows of financial assets, financial
liabilities and lease liabilities as modifications, and (i)
discontinuing hedge accounting when an interest rate
benchmark is replaced by an alternative benchmark rate
as a result of the reform of interbank offered rates (“IBOR
reform”). The amendments do not have an impact on
these consolidated financial statements as the Group
does not have contracts that are indexed to benchmark
interest rates which are subject to the IBOR reform.

Amendment to HKFRS 16

The Group previously applied the practical expedient
in HKFRS 16 such that as lessee it was not required to
assess whether rent concessions occurring as a direct
consequence of the COVID-19 pandemic were lease
modifications, if the eligibility conditions are met. One of
these conditions requires the reduction in lease payments
affect only payments originally due on or before a
specified time limit. The 2021 amendment extends this
time limit from 30 June 2021 to 30 June 2022. The
Group has early adopted the 2021 amendment in this
financial year. There is no impact on the opening balance
of equity at 1 January 2021.

The Group has not early applied any other new standard,
amendment or interpretation that has been issued but is
not yet effective for the current accounting period (see
note 44).
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5 Financial Risk Management

5.1 Financial risk factors

The Group’s activities expose it to a variety of
financial risks: market risk (including foreign
exchange risk and cash flow and fair value interest
rate risk), credit risk and liquidity risk. The Group’s
overall risk management programme focuses on
the unpredictability of financial markets and seeks
to minimise potential adverse effects on the Group’s
financial performance. The Group does not use
derivative financial instruments to hedge its risk
exposures to changes in foreign exchange rates
and interest rates.

(@) Market risk

()

Foreign exchange risk

Foreign exchange risk is the risk that
the fair value or future cash flows of a
financial instrument will fluctuate because
of changes in foreign exchange rates.
Foreign exchange risk arises when
recognised assets and liabilities are
denominated in a currency that is not
the Group entities’ functional currency.
Most of the income and expenditures
of the Group are denominated in HK$
and RMB, which are the functional
currencies of the respective group entities.
Even HK$ is not pegged to RMB, the
historical exchange rate fluctuation on
RMB is insignificant. Thus there is no
significant exposure expected on RMB
transactions and balances. Hence, the
Group does not have any material foreign
exchange exposure. The Group has not
implemented or entered into any type of
instruments or arrangements to hedge
against currency exchange fluctuations
for the years under review. As at 31
December 2020 and 2021, the Group
did not have any outstanding hedging
instruments.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
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For the year ended 31 December 2021 {2 —F = —F + - H =+ —HIFFZ

5 Financial Risk Management (Continued)

5.1 Financial risk factors (Continued)

@)

Market risk (Continued)
(i) Cash flow and fair value interest rate risk

Cash flow interest rate risk is the risk that
future cash flows of a financial instrument
will fluctuate because of changes in
market interest rates. Fair value interest
rate risk is the risk that the value of a
financial instrument will fluctuate due to
changes in market interest rates.

The Group’s interest rate risk arises
from bank deposits and borrowings.
Borrowings issued at variable rates expose
the Group to cash flow interest rate risk
which is partially offset by bank deposits
held at variable rates. The interest rate
profile of borrowings is disclosed in note
31. The bank deposits generate interest at
the prevailing market interest rates.

The Group is exposed to cash flow interest
rate risk in relation to bank balances and
bank borrowings. The Group’s cash flow
interest rate risk is mainly concentrated
on the fluctuation of interest rates on
bank balances and the Best Lending Rate
arising from the bank borrowings.

The sensitivity analyses below have been
determined based on the exposure to
effective interest rates for the variable-
rate bank borrowings at the end of each
reporting period.
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5 Financial Risk Management (Continued)

5.1 Financial risk factors (Continued)

@)

Market risk (Continued)
(i) Cash flow and fair value interest rate risk

(Continued)

As at 31 December 2021, if the
effective interest rates of bank
borrowings amounting to approximately
HK$24,724,000 had been 1%, 2%,
3% higher/lower with all other variables
held constant, loss before tax for the
year would have been approximately
HK$215,000, HK$429,000, HK$644,000
higher/lower respectively, mainly as a
result of higher/lower finance costs on
floating rate borrowings.

As at 31 December 2020, if the
effective interest rates of bank
borrowings amounting to approximately
HK$22,408,000 had been 1%, 2%,
3% higher/lower with all other variables
held constant, loss before tax for the
year would have been approximately
HK$89,000, HK$178,000, HK$267,000
higher/lower respectively, mainly as a
result of higher/lower finance costs on
floating rate borrowings.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
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5 Financial Risk Management (Continued) 5 HMERERERE @

5.1 Financial risk factors (Continued) 51 B EKREZ @)
(b) Credit risk b) EERK

Credit risk refers to the risk that a counterparty
will default on its contractual obligations
resulting in a financial loss to the Group. The
Group’s credit risk is primarily attributable
to trade receivables, loan receivable, other
receivables, amounts due from related
companies and amount due from a non-
controlling shareholder. The Group’s exposure
to credit risk arising from bank deposits
is limited because the Group places their
deposits to certain reputable banks with a
minimum rating of “investment grade” ranked
by an independent party. See note 26(a) for
further disclosure on credit risk.

Trade receivables

The Group applied simplified approach to
measuring expected credit losses which uses
a lifetime expected credit loss allowance
for all trade receivables. To measure the
expected credit losses, trade receivables have
been grouped based on shared credit risk
characteristics and the days past due.
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5 Financial Risk Management (Continued) 5 MERERERE @
5.1 Financial risk factors (Continued) 1 BEREKRREE @
(b) Credit risk (Continued) b) EERR &
Trade receivables (Continued) B S EWFIE (8)
The following table provides information about TEREHBEERAERNR _-F
the Group’s exposure to credit risk and ECLs ZEFRZF—F+=A
for trade receivables as at 31 December 2020 —t+t—HFEBRENEERR
and 2021: REBSREKRIENBHEES
BENEH
2021 2020
“E--f “E°%F
2021 2020 Gross Gross
Expected  Expected Loss  carrying Loss carmying
Status #HR lossrate  lossrate allowance ~ amount  allowance amount
“¥o-F CEC2%F
REFE: BUERE FERE FEEE FERE  REEE
% %  HK$000  HK$000  HK$000  HK$000
% % TEr  TEr  TEr  TiEx
Current il 4%-6% 3%-5% 110 1,915 145 4,780
010 30 days past due BH0E30A 12%-16% 14% 3 242 Rl 24
311060 days past due HHE31E60A 14%-17%  15%-17% il 63 2 206
Over 60 days past due BHEE0 RN L 15%-21%  20%-22% 8 316 118 587

234 2,536 325 5,787

Expected loss rates are based on actual loss
experience over the past 3 years. These rates
are adjusted to reflect differences between
economic conditions during the period over
which the historic data has been collected,
current conditions and the Group’s view of
economic conditions over the expected lives of
the receivables.
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5 Financial Risk Management (Continued) 5 HMERERERE @

5.1 B g R b A & ()
( ) Effﬂ & (48)

5.1 Financial risk factors (Continued)
(b) Credit risk (Continued)

Loan receivable, other receivables, amounts
due from related companies and amount
due from a non-controlling shareholder

The Group applied lifetime approach to
measuring expected credit losses for loan
receivable, other receivables, amounts due
from related companies and amount due
from a non-controlling shareholder. The
Directors of the Company believe that there
are no significant increase in credit risk of loan
receivable, other receivables and amounts due
from related companies since initial recognition
and the Group provided impairment based on
12-month ECL.

In determining the 12-month ECL for loan
receivable, other receivables and amounts
due from related companies, the management
of the Group has taken into account the
historical default experience and forward-
looking information, as appropriate. The Group
has considered the consistently low historical
default rate in connection with payments, and
concluded that credit risk inherent in these
Group’s outstanding balances is insignificant.
Accordingly, no loss allowance based on
12-month ECL was provided for these assets.

The management of the Group are of opinion
that the credit risk of the amount due from a
non-controlling shareholder had become high.
Full impairment of loss was recognised as at
31 December 2021. See note 24 for further
credit losses provision.

The maximum exposure to credit risk is
represented by the carrying amount of each
financial asset in the consolidated statement of
financial position.
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5 Financial Risk Management (Continued)
5.1 Financial risk factors (Continued)

(©

Liquidity risk

The Group’s policy is to regularly monitor
current and expected liquidity requirements
and its compliance with debt covenants, to
ensure that it maintains sufficient reserves of
cash and adequate committed lines of funding
from banks and other financial institutions to
meet their liquidity requirements in the short
and longer term. Management believes that
there is no significant liquidity risk as the
Group is able to generate net cash inflow
from operating activities and has sufficient
committed facilities to fund its operations and
debt servicing requirements and to satisfy
its future working capital and other financing
requirements from its operation cash flows and
available bank financing.

The following table details the Group’s
remaining contractual maturity for its non-
derivative financial liabilities. The table has been
drawn up based on the undiscounted cash
flows of financial liabilities based on the earliest
date on which the Group can be required
to pay. Specially, bank borrowings with a
repayment on demand clause are included
in the earliest time band regardless of the
probability of the banks choosing to exercise
their rights.

5 BIXERER @
5.1 BiiEE R EE @)
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i RN
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HLENRBHESRTE  H
BTEREARE BEREAER
ARACHBLERTRE
it & B4 48 2 1 2 50 R RE B
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PUFTR-ERERR/YLE
EREXRRSERR  FA
AEBERPELERBLTD
hELAFRSRA AHEE
RARAHREEENSEM
MR 2 X REBTRIED
BN BARERERESRN
SERAHERRITRERE
HRRKZ2EESsRHEMLBE

Tk e

TRAJNAEEFTE S A
BEMNBRTITANIMA T
RIOBRBEAEBEEEBESR
BESFRYNEHESREA
BEHRITR AN DR E MR
2o AfgME  HARBNE
RERGHRORITER T
MmIRTTEBITEEEN T
REMERE BT AREER

Lessthan Between1 Between2 Over
1year and2years and5 years 5years
—FR —EMF ZERF  EFHNLE
HK$°000 HK$’000 HK$°000 HK$’000
TERT TERT TET TERT
At 31 December 2021 R-B--f%
+ZA=+-H
Trade payables BAEMNFR 16,646 - - =
Accruals and i ERREM
other payables AN 32,443 = - =
Amount due to a non- B —RIEERRE
controling shareholder MFIE 723 - - -
Amount dueto arelated  JEfS—REIEE A A ZUE
company 307 - - -
Bank borrowings RITER 26,965 - - -
Lease liabilties HEBR 47,257 43,731 59,398 17,499
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5 Financial Risk Management (Continued)

5.1 Financial risk factors (Continued)

(©)

Liquidity risk (Continued)

5 BiEEkREE@E
51 M#EEKEZE @)
(

(©

BNV L B (1)

Lessthan  Between 1 Between 2 Over
1year and2years and5 years 5 years
—ER —ZWE  WERF  AFNLE
HK$'000 HK$'000 HK$'000 HK$'000
FTET TET FET TET
At 31 December 2020 R-ZB=2%F
+=ZA=+-H
Trade payables EC NG 19,418 - - -
Accruals and R ERREM
other payables FERIFIE 29,329 - - -
Amount due to a non- R —EIFERRR
controlling shareholder G0pE 241 - - -
Bank borrowings B|ITIEN 24,062 - - -
Lease liabilties HEAR 51,374 44,405 80,707 28,833

The following table summarises the maturity
analysis of bank borrowings with a repayment
on demand clause based on agreed
scheduled repayments set out in the bank loan
agreements. The amount includes interest
payments computed using contractual rates.
Taking into account the Group’s net assets,
the Directors do not consider that it is probable
that the bank will exercise its discretion to
immediate repayment. The Directors believe
that such bank borrowings will be repaid in
accordance with the scheduled repayment
dates set out in the bank loan agreements.
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51 B EKREZ @)
) AENERE (8

5 Financial Risk Management (Continued) 5

5.1 Financial risk factors (Continued)
(c) Liquidity risk (Continued)

Maturity Analysis - term loans subject
to a repayment on demand clause
based on scheduled repayments
IS -BRREREERIRN
EHEN (RABEXREH)

Over Over
1 year but 2 years but
Within  lessthan  less than Over
1 year 2 years 5 years 5 years
BBE-5 HBEWF
R-—FR ZWMFR ZEFR BBEIF
HK$'000 HK$'000 HK$’000 HK$'000
FET FET FAET FET
At 31 December 2021 R ZE=—4F
+-A=+—H 4,574 3,773 11,319 7,299
At 31 December 2020 R =TT 4
+ZA=+—H 3,690 5,286 15,086 -

5.2 Capital risk management

The Group’s objectives when managing capital
are to safeguard the Group’s ability to continue
as a going concern in order to provide returns for
shareholders and benefits for other stakeholders
and to maintain an optimal capital structure to
reduce the cost of capital.

In order to maintain or adjust the capital structure,
the Group may adjust the amount of dividends paid
to shareholders, return capital to shareholders, issue
new shares or sell assets to reduce debt.

Consistent with others in the industry, the Group
monitors capital on the basis of the gearing ratio.
This ratio is calculated as interest-bearing debts
divided by capital. Debts are calculated as total
borrowings (including current and non-current
borrowings as shown in the consolidated statement
of financial position). Capital represents total equity
of the Group.

186 snmmeEsRA7 —T-—EEERE

52 EXEBERE

AEBEARAEERRRERAS

FIEF SREBEE MK D E M F - I
HERREBEARRBIARD E SR o

RERHNABEARNRE KAKHE
AHRBEINTRRERAOKREESHE
BREBEANTIR - FTH KDL
HEEBENRIBE -

HEERNEMRIT 5 NEBEMN
BERBLERAEEERAER -
L RILET BEBBRAEARNTE -
B REFEE (BREE MBI
ARIRERE) RIERE B ) -
CRNERNE E: S



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
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5 Financial Risk Management (Continued) 5 HMERERERE @
5.2 Capital risk management (Continued) 52 EXREMREE (&)
The Group’s strategy, which was unchanged AEEBRAFERSTNENRE
during the year, was to lower the gearing ratio to ERBERELEXREEEZAER
an acceptable level. The Group’s gearing ratio at 31 BKFE - REBEBR_ZT_ZTFR
December 2020 and 2021 were as follows: ZE - FF+ZA=ZFT—HME
ERELERNT
31 December 31 December
2021 2020
—EZ-F —TTHF
t=A=+t—-B +=ZA=+-H
HK$’000 HK$’000
TER FHET
Bank borrowings (note 31) RITHER (HFEE31) 24,724 22,408
Lease liabilities (note 32) HEBE (MH:E32) 141,167 168,640
Total borrowings BB 165,891 191,048
Total (deficit)/equity of the Group ZiN W (EAL) e (39,000) 60,054
Gearing ratio BERRELL = (425.36%) 318.13%
5.3 Fair value of financial assets and financial 53 kREMHEAABFESH

liabilities that are not measured at fair

value on a recurring basis

The Directors consider that the carrying amounts
of financial assets and financial liabilities recorded
at amortised cost in the consolidated statement of
financial position approximate their fair values as at

31 December 2020 and 2021.

EERSRAEENANE

EERRNEEUBRRARARE

BENRAEEEAR _T_FF

&_7 ——H+ZA=+—HH
NAERES -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

7N =

e EERRE @

For the year ended 31 December 2021 {2 —F = —F + - H =+ —HIFFZ

6

Critical Accounting Estimates and
Judgements

Estimates and judgements are continually evaluated and
are based on historical experience and other factors,
including expectations of future events that are believed
to be reasonable under the circumstances.

The Group makes estimates and assumptions
concerning the future. The resulting accounting estimates
will, by definition, seldom equal to the related actual
results.

(a) Useful lives of property, plant and
equipment
The Group has significant investments in property,
plant and equipment. The Group is required to
estimate the useful lives of property, plant and
equipment in order to ascertain the amount of
depreciation charges for each reporting date.

Useful lives are estimated at the time of purchase
of these assets after considering future technology
changes, business developments and the Group’s
strategies. The Group performs annual reviews
to assess the appropriateness of the estimated
useful lives. Such review takes into account any
unexpected adverse changes in circumstances or
events, including declines in projected operating
results, negative industry or economic trends and
rapid advancement in technology. The Group
extends or shortens the useful lives and/or makes
impairment provisions according to the results of
the review.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
eI RMEE @)

For the year ended 31 December 2021 {2 —F = —F + - H =+ —HIFFZ

6 Critical Accounting Estimates and 6 T E&&H b5 & H @
Judgements (Continued)

(b) Impairment of non-financial assets

Assets are reviewed for impairment whenever
events or changes in circumstances indicate that
the carrying amounts may not be recoverable. The
recoverable amounts have been determined based
on fair value less costs of disposal or value-in-use
valuations. These calculations require the use of
judgements and estimates.

Management judgement is required in the area of
asset impairment particularly in assessing:

U

(i)

(i)

whether an event has occurred that may
indicate that the related asset values may not
be recoverable;

whether the carrying amount of an asset can
be supported by the recoverable amount,
being the higher of fair value less costs of
disposal and net present value of future cash
flows which are estimated based upon the
continued use of the asset in the business; and

the appropriate key assumptions to be applied
in preparing cash flow projections including
whether these cash flow projections are
discounted using an appropriate rate. Changing
the assumptions selected by management in
assessing impairment, including the discount
rates or the growth rate assumptions in the
cash flow projections, could materially affect
the net present value used in the impairment
test and as a result affect the Group’s financial
position and results of its operations.

(b) FEMEEMNRE

BENEBREEHABRAERR
AR [ B 7] B B OE U O] B 3 17 R (E
faf o Al E & BAR B A ST E R
Hj’iﬁi$3z1§ﬁﬁfﬂﬁuﬁr RETE e
At ETERE R H i S fhET

EEEMED@E  LEZFMHENK
TRIER - EEEAELHIE

) ~—READEESEMHBTIEBEE
EEFEEKD

(i) FIEEEEGIRRERLE
AR CREREBEEXR
hEEE A EE M A HR
REEMFREMENRS
F)RGEEERMEMRS
&

(i) MREIBRRIBREHEEMD
BRTIFZEZRX BRHABR
EE/MLTE B = TL/(%D;HEEE?
BhIR o B IR FE RV (4R (E I E
Ao ( FL%EL%%/}IL%E: EU F'ﬁ
AR XY RERR) WA
- AleegHRENS P

REREELEEARZE B
[ %= N=008 3O/
LR -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
eI RMEE @)

For the year ended 31 December 2021 {2 —FE - —F+ - A =+—HItFZ

6 Critical Accounting Estimates and 6 T E&&H b5 & H @
Judgements (Continued)

(c) Income tax (c) FTEH

The Group is subject to current tax in Hong Kong
and the PRC. Significant judgement is required in
determining the provision for income taxes. There
are many transactions and calculations for which
the ultimate tax determination is uncertain. The
Group recognises liabilities for anticipated tax audit
issues based on estimates of whether additional
taxes will be due. Where the final tax outcome of
these matters is different from the amounts that
were initially recorded, such differences will impact
the current tax and deferred tax assets and liabilities
in the period in which such determination is made.

Deferred tax is determined using tax rates (and laws)
that have been enacted or substantively enacted at
the reporting date and are expected to apply when
the related deferred tax asset is realised or the
deferred tax liability is settled. Deferred tax assets
are recognised only to the extent that it is probable
that future taxable profit will be available against
which the temporary differences can be utilised.

The Group’s management determines the deferred
tax assets based on the enacted or substantively
enacted tax rates (and laws) and the best
knowledge of profit projections of the Group for
coming years during which the deferred tax assets
are expected to be utilised. In assessing the amount
of deferred tax assets that need to be recognised,
the Group considers future taxable income
and ongoing prudent and feasible tax planning
strategies. In the event that the Group estimates of
projected future taxable income and benefits from
available tax strategies are changed, or changes
in current tax regulations are enacted that would
impact the timing or extent of the Group’s ability to
utilise the tax benefits of net operating loss carry
forwards in the future, adjustments to the recorded
amount of net deferred tax assets and income
tax expense would need to be made. In addition,
management will revisit the assumptions and profit
projections at each reporting date.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
eI RMEE @)

For the year ended 31 December 2021 {2 —F = —F + - H =+ —HIFFZ

6 Critical Accounting Estimates and 6 T E&&H b5 & H @
Judgements (Continued)

(d) Provision for reinstatement costs

(e)

Provision for reinstatement costs is estimated at
the inception of leasing property with reinstatement
clause and reassessed at each reporting date with
reference to the latest available quotation from
independent contractors. Estimation based on
current market information may vary over time and
could differ from the actual reinstatement cost upon
closures or relocation of existing premises occupied
by the Group.

Estimated impairment of trade and loan
receivables and amount due from a non-
controlling shareholder

The management of the Group estimates the
amount of loss allowance for trade and loan
receivables and amount due from a non-controlling
shareholder based on the credit risk of trade and
loan receivables and amount due from a non-
controlling shareholder. The loss allowance amount
is measured as the difference between the asset’s
carrying amount and the present value of estimated
future cash flows with the consideration of expected
future credit losses. The assessment of the credit
risk of trade and loan receivables and amount
due from a non-controlling shareholder involves
high degree of estimation and uncertainty as the
management of the Group estimates the loss rates
for debtors by using forward-looking information.
When the actual future cash flows are less than
expected or more than expected, a material
impairment loss or a material reversal of impairment
loss may arise accordingly.

(d) IBEMAERE

(EERABBER A B ERKDY
HEMERBRMGFT RERS
BH2EBIABEAE A RTR
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B fEET e AR EE) - A A
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
eI RMEE @)

For the year ended 31 December 2021 {2 —F = —F + - H =+ —HIFFZ

6 Critical Accounting Estimates and 6 T E&&H b5 & H @
Judgements (Continued)

(f)

(9)

Determining the lease term

As explained in policy note 3.27, the lease liability
is initially recognised at the present value of the
lease payments payable over the lease term. In
determining the lease term at the commencement
date for leases that include renewal options
exercisable by the Group, the Group evaluates the
likelihood of exercising the renewal options taking
into account all relevant facts and circumstances
that create an economic incentive for the Group
to exercise the option, including favourable terms,
leasehold improvements undertaken and the
importance of that underlying asset to the Group’s
operation. The lease term is reassessed when
there is a significant event or significant change in
circumstance that is within the Group’s control. Any
increase or decrease in the lease term would affect
the amount of lease liabilities and right-of-use assets
recognised in future years.

Contingent liabilities

The Group is exposed to the risk of litigation in
the course of its normal operation. The Group will
make provision and/or disclose information as
appropriate. Changes in the assumptions around
the likelihood of an outflow of economic resources
or the estimation of any obligation would change the
amount of provision recognised in the consolidated
financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
eI RMEE @)

For the year ended 31 December 2021 {2 —FE - —F+ - A =+—HItFZ

7

Segment Information

The chief operating decision maker (“CODM”) has been
identified as the chief executive officer of the Company
(the “CEQ”) who reviews the Group’s internal reporting in
order to assess performance and allocate resources. The
CODM has determined the operating segments based
on these reports.

The CODM assesses the performance based on a
measure of profit after income tax. The CODM considers
all business is included in a single operating segment.

The Group is principally engaged in the operation of food
catering services through a chain of Chinese restaurants.
Information reported to the CODM for the purpose of
resources allocation and performance assessment
focuses on the operation results of the Group as a whole
as the Group’s resources are integrated and no discrete
operating segment financial information is available.
Accordingly, the Group has identified one operating
segment — operation of restaurants and no operating
segment information is presented.

For the years ended 31 December 2020 and 2021, there
are no single external customers contributed more than
10% revenue of the Group.

7

7 #R &
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

e MR RMEE @)

For the year ended 31 December 2021 B2 —F ——4F+_-HA=+—HIF/F

7 Segment Information (Continued) 7 HEER @
Geographical information & & E

The following table presents revenue from external TREMWEHINBEZE_T_ZTFR_
customers for the years ended 31 December 2020 and T - —F+A=1+—HIEFEXA
2021 by geographic area. ﬁl\*ﬁ%\ff' By 2 o
2021 2020
—E-—fF —E-TF
HK$’000 HK$’000
FHExT FHET
Revenue from external customers 3 B SME8 % 5 #y K &5
Hong Kong A 76,944 79,479
Mainland China FR R A i 197,622 156,918
274,566 236,397

The revenue information above is based on the locations
of the customers.

A EWmEMTREPHEZT

2021 2020
—EC-—F —E-EF
HK$°000 HK$’000
FE&T FET

Non-current assets ERBEE
Hong Kong BB 12,542 45177
Mainland China AR A b 117,856 180,209
130,398 225,386

The non-current assets information above is based on
the locations of the assets and excludes financial assets
and deferred tax assets.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
eI RMEE @)

For the year ended 31 December 2021 {2 —F = —F + - H =+ —HIFFZ

8 Revenue 8 Wiz
An analysis of revenue during the years ended 31 BE-_ZE-_ZFR-_ZE-_—F+=A
December 2020 and 2021 are as follows: =T+ —HIEFENKRESTET :
2021 2020
—B=—F —TTF
HK$’000 HK$’000
FHET FET
Revenue from customers and REEREBRRANEFLF KR
recognised at point in time
Revenue from Chinese restaurant OB E E B WS
operations 244,934 208,972
Revenue from Thai Cuisine restaurant 2= 32 £ B Z 4% k#
operations 10,210 7,553
Revenue from cooperation with HEBFEFERE
Freshippo 18,826 19,646
Revenue from sale of food ingredients & & # Wz 596 226
274,566 236,397
Other income Hahug A
Interest income on short-term bank 48 B4R 1777 ZLEY A B UL A
deposits 54 60
Interest income on loan receivable  JEU E 2k &9 F B WA 300 -
Interest income from deposits KESBRRERED
placed for life insurance policies FEMA 113 101
Reversal of provision for B S 1B R AN BfE
reinstatement cost 204 338
Reversal of impairment loss on BEE S EWSIERERE
trade receivables 98 -
Government subsidies and incentive (i) B i i Bh 52 228 () 3,569 9,207
Government grants (i) BT & B (i) 2,214 11,340
Miscellaneous income FIEBA 104 682
6,656 21,728
Total revenue and other income e -2 PN L 281,222 258,125
Total interest income on financial RHEXNATENTREE
assets measured at amortised cost  F| B UL A 42 %8 467 161
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
rEBIEIRRMEE @)

For the year ended 31 December 2021 #;

8 Revenue (Continued)

Notes:

(i

Government subsidies represent the refund of

2-F

—FEFZH=1F—HItFE

VAT in respect of

COVID-19 from the PRC Government. The government incentive
represented the amounts granted by the Economic Development
Bureau of different districts in the PRC to support the Group’s
contribution to local economy with no unfulfilled conditions or
contingencies and are recognised as other income upon receipts

during the year (2020: same).

Government grants represent subsidies from Catering Business
Subsidy Scheme under the Anti-epidemic fund in respect of COVID-19

from the Hong Kong Government (2020: same).

Disaggregation of revenue from contracts with customers
by geographic markets is disclosed in note 7.

(i) Contract liabilities
The Group has recognised the following revenue-

related contract liabilities:

MiEE -

8 Wz um

BT 4 B A& 7 B BT 3L COVID-19 48 T 4038 (&
TR o TR 228 A vh B 1 [ 1 2 A 4 2 o
RRXHASEEEEEELRERMERA
I ARGE AR R A B MR YRR
BRAFERBR/EMEA(ZE_ZF: 48
R o

B P B % 7 B 3 COVID-1975 B B 1. %
B TR REHURAT A BN B T 0B (=
T-FF AR -

BEMBEANNREETF A O RS

)

(i)

FRBERMFET

BRAEE
AEBDERIATREHEBE L
BE:

2021 2020
—E-—F —ETTF

HK$’000 HK$'000

FExT FAET

Contract liabilities (note 30) & #H B E (MFE30) 23,451 21,823

(i) Revenue recognised in relation to

contract liabilities
The following table shows how much

of the revenue

recognised in related to carried-forward contract

(i)

RENBERIAN WS

TRINTHERNEZESNE
ERMHKEEE -

liabilities.
2021 2020
—E-—fF —E-FF
HK$’000 HK$’000
FHERT FHET
Revenue recognised that was FFIAFUIEHBaELH
included in the balance of 7 B B R W e
contract liabilities at the beginning  (Fff &£ 30)

of the year (note 30) 11,563 8,033
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
eI RMEE @)

For the year ended 31 December 2021 {2 —F = —F + - H =+ —HIFFZ

9 Employee Benefits Expense

9 EERAFAX

2021 2020

—E--F5  CZTZFF

HK$’000 HK$’000

FET FET

Wages, salaries and bonuses TE #saekiEse 73,047 63,194

Directors’ fees EEYoka 452 474
Pension costs — defined contribution 3B {R & A — R E s 2]

plans (note a) (ffzxa) 4,739 2,490

78,238 66,158

(a) Pensions - defined contribution plans
The Group’s net contributions to pension plans are
mainly for employees in Hong Kong and Mainland
China. Summary of the pension plans are as
follows:

U

(i)

The Group contributes to an MPF Scheme
for its employees in Hong Kong, under which
the Group and each employee each makes
monthly contribution to the scheme at 5% of
the qualifying earnings of the employee, subject
to a maximum of HK$1,500 (2020: HK$1,500)
per month. Contribution totalling approximately
HK$60,000 and HK$89,000 were payable to
the MPF fund as at 31 December 2020 and
2021, respectively.

The Group’s subsidiaries in Mainland China also
contribute to retirement plans for its employees
in Mainland China at a percentage of their
salaries in compliance with the requirements
of the respective municipal governments in
Mainland China. The municipal governments
undertake to assume the retirement benefit
obligation of all existing and future retired
employees of the Group in Mainland China.

(@) BikE—REHRKGE

AEBZRARESABIHIOFET
ERBBERTEAMEEMR -
BRASFEBRMT

) AEBAEEERERLA
FIMEAESTE BHAE
ErEREREHEKREEZA
BRABS%IET AR
& AHFEE LR A1,5008 7T
TE-FF 15008 T) °
RZE_FTEFR T —F
+=—A=+—8 " 2 Rlm&H
MAESETR A H£ 460,000
7 7T I 89,0008 7T KU X o

(i) AEBERPHRAHDAH B A
RIMBEETHBEARE AT
B RELRERPRERH
MEEBHEHAEF—TH
DR R IRET B R o T
FIRBEEREMBERAE RAK
AEBRAPEANMESHE
REFIEE -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
A RS ERARMEE (3

For the year ended 31 December 2021 B2 —F ——4F+_-HA=+—HIF/F

9 Employee Benefits Expense (Continued) 9 EEREAMEX @
(b) Directors’ emoluments (b) EEF M
The emoluments of directors for the year ended 31 HEe—_ZTZ-—4F+=-_A=+—H
December 2021 are set out below: IEFE EF0Ma&H0T :
Basic Employer's
salaries, contributions
allowances  Discretionary to pension
Fees  and benefits bonuses scheme Total
ExFe- USHE |
it REREA MERA EIHx 4%

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEn TEn TEn TEn TEn

Executive directors: #iEs:
CHAN Chun Kit 3 - 2,244 - - 2,44
CHAN Josephine Wai Sze REH - 844 - 2 866
ZHU Xuegin 22 - M3 5 50 468
Non-Executive director: FUnES:
CHOW Yiu Pong David 5 - 86 - 4 90
Independent non-executive BUEHTES:

directors:
WONG Lung Tak, Patrick ERE(MN-ToCF

(resigned on 1 January 2022) —-A-R&d) 150 - - - 150
YUEN Ching Bor Stephen RER(A-F-F

(resigned on 1 May 2022) TA-HET) 150 - - - 150
KAN Sze King Kenneth B9 152 - - - 152

452 3,587 5 76 4,120
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
REMTEHRAMNEE @
For the year ended 31 December 2021 B2 —EF = —#+_-H=+—HIFFE

9 EERTABEXZ @
(b) EEFHEN (@)
BE_ZT_TF+_A=1+—H
HFEE EEMEIHIOT -

9 Employee Benefits Expense (Continued)

(b) Directors’ emoluments (Continued)

The emoluments of directors for the year ended 31
December 2020 is set out below:

Basic Employer's
salaries, contributions
alowances  Discretionary to pension

Fees and benefits bonuses scheme Total
ErEe U HE

e REREN B EEiR g

HK$ 000 HK$000 HK$000 HK$000 HK$'000
TR TR TAT TER TR

Executive directors: #iEs:
CHAN Chun Kit Bk - 2,26 - 6 2,232
WWONG Ka Wal (Resigned on IFE(R-F-5%

24 June 2020) NAZTHAFH) - 45 . 2 47
LAM Kwok Leung (Resigned on WER (R=F=FF

16 May 2020) TATARER) - 34 - 2 3
Chan Josephine Wai Sz REG (HoF2F

(Agpointed on 7 January 2020) —HtAEFE) - 702 - 19 721
ZHU Xuegin fAopointed on REE(R-F-5%

7 danuary 2000) —~HtHEZH) - 3t . 15 376
Non-Executive director: FunEs:
CHOW YiuPong fe-desirated BRA (R-F-FF

fiom executive director on —HtABHTEE

7 danvary 2000) #f) - 8 - 4 %
Independent non-executive BUFUES:

directors:
WONG Lung Tak, Patrick BEE 153 - - - 153
TAM Tak Kel, Raymond BER (K -F_FF

(Resignedon 14 February 2000)  ~A+EAES) 15 - - - 15
LIU Chi Keung Resigned on Bid (R-F-5F

1 September 2020) hA-BEf) 103 . : : 103
Yuen Ching Bor Stephen RER(K-F-FF

(Agpointed on 7 January 2020) —HtAEESE) 153 - - - 153
Kan Sze King Kenneth Bt (R-F-FfF

Hopointed on 1 September 2029) A5 —HEEH) 50 - - - 50

474 3456 - .3 3978
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
eI RMEE @)

For the year ended 31 December 2021 {2 —F = —F + - H =+ —HIFFZ

9 Employee Benefits Expense (Continued)

(b)

(c)

(d)

(e)

(f)

Directors’ emoluments (Continued)

No director waived or agreed to waive any
emoluments during the year (2020: Nil). No incentive
payment for joining the Group or compensation for
loss of office was paid or payable to any directors
during the year ended 31 December 2021 (2020:
Nil).

Directors’ retirement benefits

No retirement benefits were paid to the directors of
the Company during the year ended 31 December
2021 by a defined contribution plan operated by the
Group in respect of their services as directors of the
Company (2020: Nil). No other retirement benefits
were paid to the directors in respect of their other
services in connection with the management of the
affairs of the Company or its subsidiary undertakings
(2020: Nil).

Directors’ termination benefits

None of the directors received or will receive any
termination benefits during the year ended 31
December 2021 (2020: Nil).

Consideration provided to third parties
for making available directors’ services

During the year ended 31 December 2021, the
Company did not pay any considerations to any
third parties for making available the services of
themselves as directors of the Company (2020: Nil).

Information about loans, quasi-loans
and other dealings in favour of directors,
controlled bodies corporate by and
connected entities with such directors

No loans, quasi-loans and other dealings were
entered into by the Company or its subsidiary
undertakings in favour of the directors of the
Company, a controlled body corporate or a
connected entity of such directors at any time
during the year (2020: Nil).
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(b)

(c)

(d)

(e)

(f)

9 EERTABEXZ @

BEEEHMN @

RAFE BEESHNEXRE
WETAHM(—E_TF : &|)
RBEZTE-_—F+ZA=+—
BIEFE BESNKEMER
B E A KK B A 52 ok B B
B(ZZEZZTF: &) -

ESRAKERN
RBE-_T-_—F+-_A=+—
BLEFE AEEZENREHR
RETB A EU AR R EEMIEH
AR ) B S AHERR KRR A (= F
“EFE) MENEFEEAR
NAHEKE QR EHMIEMHRD
Bt AR 75 1) L ST E MR AR AE A
(ZF=FF 8-

—_—= =

EEEREN

REZE T -_—F+-_A=+—
BIEFE SIBEE=CWEEB
WHE BB EN (22T F
) o
RENEERFEMEE=FH
X ZRE
REZE-_ZTZ-_—F+-_A=+—
BIEFE  ARa I ERERAN
NABEEREMAEANE=ZAX
NEFMRKEB(ZZE_TF &) -

FRALESE EZoZE£H
ZTERBEERBRASTEAZ
EXR EERRHEMBRZ 2
&H
RAFEERMEBA - ANA Ak
ENBARBEIUNARNAAESE -
EEIZRHEENBEEERA
RmANETER EERSHA
RPG(ZEZZTF ) o



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

eI RMEE @)

For the year ended 31 December 2021 {2 —F = —F + - H =+ —HIFFZ

9 Employee Benefits Expense (Continued)

(g) Directors’ material interests in
transactions, arrangements or contracts
Save for transactions disclosed elsewhere in the
notes to these consolidated financial statements,
no other significant transactions, arrangements
and contracts in relation to the Group’s business
to which the Company was a party and in which
a director of the Company had a material interest,
whether directly or indirectly, subsisted at the end
of the year or at any time during the year (2020:
Same).

(h) Five highest paid individuals

The five individuals whose emoluments were
the highest in the Group for the years ended 31
December 2021 include three directors (2020: two
directors) whose emoluments are reflected in the
analysis presented above. The emoluments payable
to the remaining two (2020: three) individuals during
the years are as follows:

9 EERTABEXZ @
0 EERRE ZTHIEHNZ

EWN £
Bt SHRaM BRI EEMER
BRE2ZXH0 UEERAEE

¥BmARBEREFR—FAX
NAEERNEFR (TwmEEIHEE)
BHEEREDZ RAFFRINE
REMER) MEARS TR
ABH(ZZE=ZTF : i HA) -

(h) EfuB&EFAL
BE-_T-_—F+t-A=1+—H
LFEE - AEBAfUERHAL
BR=ZF2EF(ZT_TF WA
ER) RENHFHSHN LIS
e NAFE  BRBKTME (=
ToTEH  ZH) ATHHMAT -

individuals were within the following bands:

2021 2020
—E-—-F —EETF
HK$’000 HK$’000
FHET FET

Basic salaries, allowances BEXF <  EZRETR
and benefits 966 1,291
Discretionary bonuses BB IEAT - -

Employer’s contribution to BRIRNEETEME EHK
pension scheme 36 43
1,002 1,334
The emoluments of the above two (2020: three) FAMB(ZZEZZF:=H) A

TEEBNT F AT S E :

Number of employees

EE A
2021 2020
—E-—F —E-FF
HK$NIl - HK$1,000,000 7 7t — 1,000,000 7 7T 2 3

No incentive payment for joining the Group or
compensation for loss of office was paid or payable
to any of the five highest paid individuals during the
year ended 31 December 2021 (2020: Nil).

RBE-F-_—F+-A=+—
BIEFE - W EMA KK E %
By BB E O M T A
s ATREM—(ZF=F
FoE) e
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

eI RMEE @)

For the year ended 31 December 2021 {2 —F = —F + - H =+ —HIFFZ

10 Depreciation and Other Expenses 10 TER HMBEX
2021 2020
—E--—-F —E-FTHF
HK$’000 HK$’'000
FET FET
Depreciation weE
— Property, plant and equipment —ME WELEE 19,119 17,739
— Right-of-use assets —(FREEE 39,313 43,805
58,432 61,544
Other expenses include the following E b F X BFEA T & I8
items:
Auditor’s remuneration 1% B A & B
— Audit services — BAIZARTS 1,000 814
— Non audit services — IR 282 209
Amortisation on intangible assets B EEEH 1,874 729
Operating lease payments of ML ERERN K
premises
— Contingent rent for premises (i) e /JEE itk () 1,743 817
— Coronavirus disease 2019 ——E-hNEREER
(“COVID-19”) rent concessions (fcovip-19])
LR E (3,224) (8,276)
— Variable lease payment —ZEHEENK 687 1,614
Lease payments not included FEHEEERTETA
in the measurement of MM ER K
lease liabilities 4,026 3,626
Impairment loss on trade receivables ‘& 5 & U kT8 R E &5 18 - 209
Property, plant and equipment W E - WE REE
written-off 5,831 4770
Trade and other receivables i H B 5 K H b e WGRIE
written-off 2,072 -
VAT recoverable written-off (i) HH 5 T 01 (B B (i) 2,511 -

) The contingent rent refers to the operating rentals based on pre- i) SAHeREEEREEERA S LASHEDN
determined percentage to the restaurant revenue less minimum rentals HEHSFAENEEHS -
of the respective leases.

(i) The VAT recoverable written-off was mainly derived from the dormant (i)  MEHETEIEEREERETERWNB AR
subsidiaries. These dormant subsidiaries are still entitied to the VAT ZENERIB AN A EZE AT EIIEER
recoverable. Given that these dormant subsidiaries ceased their ERZENERMBARKRIEEER  AQF
business, the management of the Company considered the probability BREERA  FIRAETEAGER TR

of utilising such VAT recoverable to be remote. FRAK o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

eI RMEE @)

For the year ended 31 December 2021 B2 —EF = —#+_-H=+—HIFFE

11 Finance Costs

11 B A

2021 2020
—E-—F —E-FF
HK$’000 HK$’'000
FTHET FHET
Interest expenses on bank borrowings 17 {& F Al 8.5 5% 634 252
Interest expenses on lease liabilties M E&EF S5 10,899 12,897
Interest expenses on other borrowing £ 4t {& 7 &1 8.5 52 - 52
Total interest expenses on financial ~ FEIR A B AB TSR
liabilities not at fair value BENEHAXERE
through profit or loss 11,533 13,201
12 Income Tax 12 Fi8%
2021 2020
—E-—F —E-FF
HK$’000 HK$’000
FExT FHET
Current tax B HA B 18
Current tax on profits for the year F N H #) BV ER I8
— Hong Kong —B% - -
—The PRC — 556 84
Underprovided/(overprovided) BEFERETR
in prior year (FBRE R E) 75 (129)
631 (45)
Deferred tax BB IR
Origination and reversal of EERBEEREER
temporary differences (note 34(a)) (M 5E34(a)) (1,781) (29)
Income tax credit Frisfiif s (1,150) (74)
No provision for Hong Kong profits tax is made in the HE_Z-_TFR_FT-_—F+H

consolidated financial statements as the Group has no
assessable profits derived in Hong Kong for the years

ended 31 December 2020 and 2021.

R RREABNE

=t+t—HLFE" ﬁ%ﬁ

R & B 75
TEE AAAEKE

WEREFBISERTOGAH
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

eI RMEE @)

For the year ended 31 December 2021 {2 —F = —F + - H =+ —HIFFZ

12 Income Tax (Continued)

According to the PRC Enterprise Corporate Tax Law
promulgated by the PRC government, the PRC’s
statutory income tax rate is 25%. Except for certain
preferential tax treatment available to one of its
subsidiaries of the Group, the other PRC subsidiaries are
subject to income tax at the rate of 25% for the years
ended 31 December 2020 and 2021.

The tax on the Group’s loss before income tax differs

12 FrB8 % @)

iR R E BT o B £ B0 - o
B 80 % 72 15 B 3 25% - KBLE =
FoTER-F-—F+-A=t-
BIEERE - AKER KK ELAT
BETEERBEB - Ko h K
B 7L 259% A B LR -

7R £ [ B P15 150 AT A9 48 RO BY R B2 4%

from the theoretical amount that would arise using BEEBEFEMSER LB 2ME
applicable statutory tax rates as follows: MEEQMT :
2021 2020
—E-—F —T_FF
HK$’000 HK$’000
FHET FHET
Loss before income tax BrET1SH A E 1B (101,308) (40,850)
Tax calculated at applicable BEAEEREFTENIE
statutory tax rates (19,156) (8,027)
Income not subject to tax BARNZ WA (510) (1,679)
Expenses not deductible for tax AR HIRL 2 2
purposes 4,886 535
Current tax underprovided/ BEFEAEBIIA
(overprovided) in prior year BETE/(BREEE) 75 (129)
Tax effect of deferred tax assets EEFTEEEBBERE
overprovided/(underprovided) in (BB BB E
prior year 647 (648)
Tax effect of temporary differences  RER LK =BT EZE
not recognised 5,394 (1,094)
Tax effect of tax losses not RERRIBEEENH BT E
recognised 7,514 10,964
Income tax credit FrigBiE e (1,150) (74)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
REMTEHRAMNEE @
For the year ended 31 December 2021 B2 —EF = —#+_-H=+—HIFFE

13 Dividend 13 R E
The Board has resolved not to recommend the payment EEgearRTERERNEEZEZ
of any final dividend for the year ended 31 December T—F T RA=+—BILEFENEM
2021 (2020: Nil). KRB (ZE_FF : |) o
14 Loss Per Share 14 SREE
The calculation of basic loss per share attributable to the RKRB B ARBEEREKREEBLR
owners of the Company is based on the following data: BUATEEBE -
2021 2020
—E-—F —ETTF
HK$’000 HK$’000
FET FHET
Loss &8
Loss for the year attributable to NARHEAERLERNBE
the owners of the Company (92,450) (39,817)
2021 2020
—E-—F —ECETF
’000 000
TR TR
Number of Shares BREHE
Weighted average number of shares Bt &t & & Jg AN &5 18 1 h 4
for the purpose of calculating basic ~ “FR% D & B
loss per share 1,000,000 1,000,000
Diluted loss per share was the same as basic loss per HEREBEE S _ZFRER_T - —
share as there were no potential dilutive ordinary shares TZA=+—BILEFENEEMEE
outstanding for the years ended 31 December 2020 and HELERRG  NERESEEHM
2021, BREAREBEMR -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
rEBIEIRRMEE @)

For the year ended 31 December 2021 # & — & —

15 Property, Plant and Equipment

—FtT—A=F—HIFE

15 W% BERRE

Furniture, Utensils,
Leasehold  fixturesand linersand Motor ~ Construction
improvements  equipment uniforms vehicles  in progress Total
FE %E £1 7B
HE%E EL Ll RE RBIR ag
HK$'000 HK$'000 HK$'000 HKS'000 HKS'000 HK$'000
T Tikn TiEn Thn Thr T
Cost ﬁM
At 1 January 2020 ZEIFE-A-H 112,833 31944 6,825 518 - 162,120
Avising on acquistion of subsidiaries Wﬁ[‘ﬁ%@ﬂ REE
(note 36) (& 36) 3,201 6,370 - 8 - 9,649
Additions WE 4972 2,177 28 - 3,981 11,108
Transfer fromright-of-use assets ~ EBREFRREE
(note 16) (B3t 16) - - - 919 - 919
Disposals/iwritten-off & /s (25,687) (5,162) (1,269 - - (32,118
Exchange alignment BjA% 4677 1996 33 2 276 7,306
At 31 December 2020 RZZ-EFTR=1-H 99,99 37,325 5919 1,537 4,207 148,984
Additions WE 4,546 1,459 - - - 6,005
Disposals/iwritten-off & /s (11,319) (4,629) (20) (323) - (16,283)
Transfer E 3,085 1,149 - - (4,214) -
Exchange alignment B AR 1,722 814 138 7 7 2,688
At 31 December 2021 RZBZ-E+ZA=1-8 98,018 36,118 6,037 1,221 - 141,304
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
rEBIEIRRMEE @)

For the year ended 31 December 2021 # & — & —

—FtT—A=F—HIFE

15 Property, Plant and Equipment (Continued) 15 ¥ ¥ - M E kR E @)
Fumniture, Utensils,
Leasehold  fixturesand  linersand Motor ~ Construction
improvements  equipment uniforms vehicles  in progress Total
FE %E 41 7B
HE%E EL Ll RE RBIR ag
HK$ 000 HK$'000 HK$'000 HKS'000 HK$'000 HK$000
T Tikn TiEn Tin Th T
Accumulated depreciationand B fEREE
impairment
At 1 January 2020 RZEZE5-A-H 60,856 19,690 910 382 - 81,838
Avising on acquisition of subsiciaries WK BA RIBEE
(note 36) (P 36) 1614 2,249 - 74 - 3,037
Charge for the year ERiiR 10,714 6972 - 5 - 17,739
Impairment loss HEER 5015 - - - - 5015
Written back on disposaliwritten-off 1 &5 8/ 4 (21,680) (4758) ©10) - - (o7,348)
Transfer from right-of-use assets ~ EEBERELE
(note 16) (& 16) - - - 919 - 919
Exchange alignment A% 2332 1319 - 17 - 3,668
At 31 December 2020 RZF-EFT-A=T-H 58,851 25472 - 1,445 - 85,768
Charge for the year ERGHE 13,203 6,035 - 43 - 19,371
Reversal of impaiment loss REHERR (293) - - - - (293)
Impaiment loss HEFR 699 - - - - 699
Written back on disposal/writien-off £} &85 1@ /1 5 (7,162 (2,966) - (319) - (10447)
Exchange alignment EHE 1,052 610 - 5 - 1,667
At 31 December 2021 R_E_-4+-A=1-H 66,440 29,151 - 1,174 - 96,765
Net book value ﬁEEE{E
At 31 December 2021 \_E_-Er_A=1-H 31,578 6,967 6,037 a1 - 44,629
At 31 December 2020 RZF-TFTZA=1-A 41,145 11,863 5,919 ® 4,207 63216

Depreciation expense of approximately HK$252,000
(2020: Nil) has been expensed in cost of materials

consumed.

FEMX4252,0008 T (ZE T4
) Bt ACHBE MR A o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

W

REMTEHRAMNEE @

For the year ended 31 December 2021 {2 —FE - —F+ - A =+—HItFZ

15 Property, Plant and Equipment (Continued)

During the years ended 31 December 2021 and
2020, as certain restaurants in Hong Kong and the
PRC underperformed and incurred losses due to the
COVID-19 outbreak, the management of the Group
concluded there was an indication for impairment and
conducted impairment assessment on recoverable
amounts of property, plant and equipment and right-of-
use assets of relevant restaurants. The Group estimated
the recoverable amount of these restaurants, each
represents an individual CGU, to which the asset belongs
when it is not possible to estimate the recoverable
amount individually.

The recoverable amount of each CGU is determined
based on value-in-use calculations by preparing cash
flow projections of the relevant CGU derived from
the most recent financial forecast approved by the
management covering the remaining lease term. The
cash flows are discounted using pre-tax discount rates in
the range of 12.57% to 16.31% (2020: 7.3% to 11.53%).

As at 31 December 2021, the carrying amount of certain
CGUs exceeds their recoverable amount, therefore, a
net impairment loss of approximately HK$14,309,000
(2020: HK$13,534,000) and approximately HK$406,000
(2020: HK$5,015,000) which was allocated to the
assets including right-of-use assets and leasehold
improvements within the CGUs on a pro rata basis, was
recognised in profit or loss in the consolidated statement
of profit or loss and other comprehensive income.

As at 31 December 2021, as a result of judgements
made by a court in the PRC, property, plant and
equipment of a subsidiary with carrying amount
of approximately HK$4,704,000 were frozen for
outstanding salaries and construction cost payables. The
Group had accounted for the outstanding amounts of
approximately HK$454,000 in the accrued expenses and
other payables.

The Directors of the Company considered that the freeze
of such property, plant equipment would not have any
material impact on the Group’s operations.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

7N =

For the year ended 31 December 2021 #

e EERRE @

P E - = —HIEE

16 Right-of-use Assets 16 FHEEE
Motor
Vehicle  Premises Total
RE L3 M
HK$'000 HK$’'000 HK$’'000
FHET FHET FHET
Cost R
At 1 January 2020 RZEBE-_ZEF—H—H 919 233,078 233,997
Exchange alignment bE W R - 7,154 7,154
Additions NE - 9,509 9,509
Arising on acquisition of RKEHRBARESE
subsidiaries (note 36) (Ff+3E36) - 3,436 3,436
Adjustments upon modification &3] & i F 2
of the leases - 3,710 3,710
Transfer to property, plant EEEYE  HERKE
and equipment (note 15) (fF5E15) (919) - (919)
Written-off b - (45,124) (45,124)
At 31 December 2020 R-ZT_TF+_H
=+—H - 211,763 211,763
Exchange alignment PE W A - 3,894 3,894
Additions NE - 2,259 2,259
Adjustments upon modification &3] 1 & i F5 2
of the leases - 3,751 3,751
Written-off b - (18,735) (18,735)
At 31 December 2021 R-T-——F+_A
=+—A - 202,932 202,932
Accumulated depreciation ZitTEREE
and impairment
At 1 January 2020 R-ZE-ZEF—H—H 919 65,117 66,036
Charge for the year FNER - 43,805 43,805
Impairment loss BB EE - 13,534 13,534
Transfer to property, plant HEEYE - WEREEB
and equipment (note 15) (HI5E15) 919 - 919)
Written-off ki - (44,430) (44,430)
Exchange alignment bE 5 B - 2,083 2,083
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

eI RMEE @)

For the year ended 31 December 2021 {2 —F = —F + - H =+ —HIFFZ

16 Right-of-use Assets (Continued)

16 FRAEEE @)

Motor
Vehicle Premises Total
RE LS Wy

HK$’000 HK$’000 HK$’000
THETT THETT THET

At 31 December 2020 RZE-ZTF+=A

=+—H - 80,109 80,109
Charge for the year FANETE - 39,313 39,313
Reversal of impairment loss B EUREEE - (591) (591)
Impairment loss REEE - 14,900 14,900
Written-off 1 85 - (17,810) (17,810)
Exchange alignment bE W R - 1,242 1,242
At 31 December 2021 RNZE-_—F+=A

=+—A - 117,163 117,163
Carrying amount BREE
At 31 December 2021 N_ZE-—F+_H

=+—A - 85,769 85,769
At 31 December 2020 R-ZE-ZTF+=A

=+—H - 131,654 131,654

The Group has obtained the right to use properties as
its office and restaurants through lease agreements. The
lease agreements do not impose any covenants. Leased
assets may not be used as security for borrowing
purposes.

The leases typically run for an initial period of 2 to 10
years. Generally, the Group is restricted from assigning
and subleasing the leased assets outside the Group.
Total cash outflow for the leases for the years ended
31 December 2021 and 2020 was approximately
HK$42,728,000 and HK$50,376,000 respectively.
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16 Right-of-use Assets (Continued)

During the year, lessors of the relevant leases provided
rent concessions to the Group, these rent concessions
occurred as a direct consequence of Covid-19 pandemic
and met of all of the conditions in HKFRS 16.46(B), and
the Group applied the practical expedient not to assess
whether the changes constitute lease modifications.
For the years ended 31 December 2021 and 2020, the
effects on changes in lease payments due to forgiveness
or waiver by the lessors for the relevant leases of
approximately HK$3,224,000 and HK$8,276,000
respectively were recognised as negative variable lease
payments.

The amounts recognised in profit or loss for the years
ended 31 December 2021 and 2020 in relation to leases
are as follows:

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
REMTEHRAMNEE @
For the year ended 31 December 2021 {2 —F = —F + - H =+ —HIFFZ

16 FRAEEE @)

FA-HEHENHEAR BE£EIRE
HESEE  ZSHELEETICovid-19
ARITHEEZERR UHEEBWB
5 B 5E16.46(b) 16 B BT A 1§15 -
i BEEEENEEREER X TFHE
ZERHROEKAEE -HE=
TR _FEF+_A=F—
BIEFE AHEHEARESICHEE
HEMBRMNBEENREGTES R
#73,224,0007% 7T }. 8,276,000/ 7T * B
mRAANSHEENK -

HeE 2 - Fk-_F-_FF+_-HA
Z+—HLEFE REZAGRHEER
RO T

Depreciation charge of
right-of-use assets
Interest on lease liabilities
Expense relating to short-term leases E15Z B E BB X

ERREENTEMRX

HERGBHNE

Total amount recognised in

profit or loss

RIEBZARRNEST

2021 2020
—E-—F —E-FTF
HK$’000 HK$’'000
FHERT FHET
39,313 43,805
10,899 12,897
4,026 3,626
54,238 60,328
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

eI RMEE @)

For the year ended 31 December 2021 B2 —EF = —#+_-H=+—HIFFE

17 Intangible Assets

17 B EE

Cooperation

Goodwill Trademarks Contracts Total
e B BEEH @t
HK$’000 HK$'000 HK$'000 HK$'000
THET FET TET TET
Cost 2%
At 1 January 2020 RZZE_ZF
—H—H - - - -
Arising on acquisition of Y bE — BT B 1 Bl
a subsidiary (note 36) =4 (fii3E36) 15,329 10,904 3,152 29,385
Exchange alignment BE 3, R B 997 709 205 1,911
At 31 December 2020 R -TE
+-—A=+—8 16,326 11,613 3,357 31,296
Exchange alignment B 5, 5 426 302 88 816
At 31 December 2021 R-ZT-—%
+=—A=+—8 16,752 11,915 3,445 32,112
Accumulated amortisation R &t # 85 & Rl &
and impairment
At 1 January 2020 A
i )E] — E' _ — — —
Amortisation charge for FRNEHEER
the year - 565 164 729
Exchange alignment B 5, - 40 11 51
At 31 December 2020 R -TE
+=—A=+—8 - 605 175 780
Amortisation charge FREHER
for the year - 1,454 420 1,874
Impairment loss HEBE 16,355 9,573 2,767 28,695
Exchange alignment B 3, 5 397 283 83 763
At 31 December 2021 R-ZE——
+-—A=+—8 16,752 11,915 3,445 32,112
Carrying amount FESE
At 31 December 2021 AT
+=A=+-A - - - -
At 31 December 2020 RZE-ZTF
+=-—A=+—H 16,326 11,008 3,182 30,516
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

7N =

e RRMEE @

For the year ended 31 December 2021 {2 —FE - —F+ - A =+—HItFZ

17 Intangible Assets (Continued)

During the year ended 31 December 2021 and 2020,
amortisation of the Group’s intangible assets has been
charged to other expenses in the consolidated statement
of profit or loss and other comprehensive income.

Impairment test for intangible assets

During the years ended 31 December 2021 and 2020,
amortisation of the Group’s intangible assets (trademarks
and cooperation contracts) has been charged to other
expenses in the consolidated statement of profit or loss
and other comprehensive income.

Impairment test

For the purpose of impairment testing, intangible assets
in respect of the goodwill, trademarks and cooperation
contracts in the consolidated financial statements have
been allocated to an individual CGU, namely Yaoliang
(Shanghai) Food Co., Limited (“Yaoliang”), engaged in
operating food counters in Shanghai, the PRC.

At 31 December 2020, the recoverable amount of the
Yaoliang was determined based on the value-in-use
calculations. That calculation used cash flow projections
based on financial budgets approved by management
covering a 5-year period and pre-tax discount rate of
16.15%. Assumed growth rate was used to extrapolate
the cash flows in the following years. The financial
budgets assumed an average growth rate ranging
from -1.1% to 11% and a terminal growth rate of 2.6%
taking into account of long term gross domestic product
growth, inflation rate and other relevant economic
factors. The Directors believed that any reasonably
possible change in the key assumptions on which the
recoverable amount was based would not cause the
carrying amount of Yaoliang to exceed its recoverable
amount. The management of the Group was of the view
that the goodwill was not impaired as its recoverable
amount exceeded its carrying amount.

7 BEREE®

BE_T-_—HR-_FT-_FTF+_A
Zt—BLEFE AEENETLEE
BHEXEABREREMEEEAR
) EL A B 32 AR BR -

BREEERENR

REBE-_Z-_—FR_FT_FTF+_
A=t —BLFE XEENETLE
ERAELRAFEEGN) BHENEREE
@AM B IR AR EAMF P HIER o

AR S

SUREARAMS  EEE  BEREE
ﬁ?ﬁ“i&%/—\?ﬁ— MBBHMELEED
DRTERNREEELEMN  BHER (£

BERMBRAB(RR])  ZAmR
TREEELERMEE -

RZE-_ZTF+-_A=+—H ®BR
Z AR BRI IREEREEFEm
BE ABEAERNEEELE
MAEFRMGEE SRR E’Jfﬁﬁmg
8RB B AT I 3R R 16.15% © R E
E“?FHEAT’EI%E*X%iE’ﬁEimeﬁ
BEERRFALERXINFAI%E
1% TEIRHENLELEBEER
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For the year ended 31 December 2021 {2 —F = —F + - H =+ —HIFFZ

17 Intangible Assets (Continued)

Impairment test (Continued)

During the year ended 31 December 2021, all food
counters operated by Yaoliang under the brand name
of “Sun Kau Kee (#TFA5Z)” in Shanghai, the PRC, were
closed down. All relevant cooperation contracts with
Shanghai Freshippo were also terminated in September
2021. The management of the Group considered that
Yaoliang’s business performance was unsatisfactory
and decided to cease its operations. The Directors of
the Group expected that Yaoliang would not generate
any economic benefit in the foreseeable future. The
management determined the recoverable amounts of
the goodwill, trademarks and cooperation contracts by
reference to Yaoliang’s fair value less costs of disposal
to be zero as Yaoliang has ceased its operations and
had net liabilities position. Having considered the above
conditions, the Directors of the Group considered
there were indications of impairment in Yaoliang and
recognised full impairment loss of approximately
HK$28,695,000 for the year ended 31 December 2021
on the intangible assets including goodwill, trademarks
and cooperation contracts.

214 nEmeRspAn —T-—EEEHRs

7T BEEE @)
BRI (|
ﬁ&i_;_f$+ A=+—8H1t
FECBERRPEEEBUIFRE] R
BEBEEZMBERBIEHHEME -
HEBEEZMBEHEBAERSLONE
Ff;:—ihﬂﬂi AEBERE
RERBRZEBRRETZRAEZLR
EFE%L AEEBEEEHRRER
AR ARG EEEMLEF S -
EEEBLKL2ERRZAABERBEEK
AETHE BAEREEEHZTKRE
+HAT REARBREEILEEEN
BFEFEERR - £t R EMIFER - &K
SEEERAERRGFEREDRRILR
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For the year ended 31 December 2021 {2 —F = —F + - H =+ —HIFFZ

18 Deposits Placed for Life Insurance 18 RESRRAERE
Policies

2021 2020
—E-—F T -TF
HK$°000 HK$’000
FET FET
Life insurance policy SkRE 2,247 2,176

Life Insurance Policy %—F@ﬁ B

In April 2009, the Group entered into a life insurance
policy with an insurance company to insure an Executive
Director, Mr. Chan Chun Kit. Under the policy, the
beneficiary and policy holder is Orient Century Limited
(“Orient Century”), a subsidiary of the Company and
the total insured sum is USD750,000 (approximately
HK$5,850,000). Orient Century is required to pay ten
annual instalments of USD26,055 up to 30 April 2019
(approximately HK$203,229) including a premium
charge at inception of the policy amounting to USD8,100
(approximately HK$63,180). Orient Century can
terminate the policy at any time and receive cash back
based on the cash value of the policy at the date of
withdrawal, which is determined by the accumulated
deposit payments plus accumulated interest earned and
minus the accumulated insurance charge and policy
expense charge.

In addition, if withdrawal is made between the 1st to
15th policy year, there is a specified amount of surrender
charge. The insurance company will pay Orient Century
an guaranteed interest of 5.55% on annum basis for first
20 years. Commencing on the 21st year, the interest will
become 3% per annum plus a premium determined by
the insurance company on an annual basis.

_ﬁi@ﬁﬁmﬂ N B E— R

AIEF—MERIRE  LAWNTES
ﬁ%%ﬂ*f‘ai#ﬂ% BERE  LHEAR
1% B ABARRINEBARRBREAE

~E (TR - 48 {R%8 4 750,000
%fn(,«%’%,%o,ooo%ﬁ) o BEFHD T
& 15126,055 % 7T (49203,229 7% 7T) -
BHE-ZE-AFENA=1H " B8EMR
B HY R 8,100 3% JT (4963,180
FETT) o BB T T I RS R AR (LR EE -
WZENRRABBRENR S EEBEKRE
Re MRESEENDEIRFZEESNE
ﬁaﬁﬁx%uﬁugim%ﬂ% 2 U B R
BRTKEETE -

BE MRFE—ZFE+REAREEE
RERR REBARHKEERERRER -
RBRARBRE-TFRREFNE
S5H5ERMBEIAFME -BFE -+ —
Fe MEBRFFEIEFE - M
BFEYNHREBRARETHRE -
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For the year ended 31 December 2021 B2 —EF = —#+_-H=+—HIFFE

19 RERETHNEMTR

19 Financial Instruments by Category

2021 2020
—EB-—F —E-FTHF
HK$’000 HK$’000
FET FET
Financial assets at amortised cost REIEKAYERN SREE
Rental deposits Heke 12,773 14,871
Deposits placed for life insurance KESRRERE
policies 2,247 2,176
Trade receivables 2 5 WA 2,302 5,462
Deposits and other receivables e &HE b W R IE 8,956 16,693
Loan receivable JE W B R 3,706 10,000
Amount due from a non-controlling & 48 — 44 3F 12 B AL 3R
shareholder IR - 9,825
Amounts due from related JiE Y Bt 1 A
companies KIB 9 70
Pledged bank deposit SEMIRITIFERK 4,076 -
Cash and cash equivalents HekReEEY 26,817 28,949
60,886 88,046
Financial liabilities at amortised cost  IZE #R AT BEN SR E &
Trade payables 2 SRR 16,646 19,418
Accruals and other payables FEET B A & E b e 3B 32,443 29,329
Amount due to a non-controlling JET — B FEFE R AR R B 5K IB
shareholder 723 241
Amount due to a related company B — R A B F0B 307 -
Bank borrowings SRITERX 24,724 22,408
Lease liabilities HEBE 141,167 168,640
216,010 240,036
20 Inventories 20 78
2021 2020
—B=-—F —T_THF
HK$’000 HK$’000
FHET FET
Food and beverages B MR 13,893 12,375

RZEZZEFER-_FE-_—F+=A
—+—H BEFERAERFEIEE -

As at 31 December 2020 and 2021, there were no
inventories stated at net realisable value.
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For the year ended 31 December 2021 B2 —EF = —#+_-H=+—HIFFE

21 Trade Receivables

21 E5EWRRIE

2021 2020

—E-—F —E-FF

HK$’000 HK$’000

FHET FET

Trade receivables =Y A& 2,536 5,787
Less: Allowance for B OREEERE

impairment losses (234) (325)

2,302 5,462

AEEBEEXGHNEXBEIENARSE
SEAFRGEE - AKERAETFE L
MEERNFO0EI0A -

The Group’s sales from its restaurant operations are
mainly conducted in cash or by credit cards. The credit
period granted by the Group to its customers ranges
from O to 30 days.

REZBHEINE S RIFR (kR
B R R R ER) Rk DT

The ageing analysis of trade receivables based on
invoice date (net of allowance for impairment losses) is as

follows:
2021 2020
—E-—fF —E-ETF
HK$’000 HK$’000
FET AT
0 to 30 days 0Z30H 1,805 4,635
31 to 60 days 31260H 207 184
61 to 90 days 612 90H 52 174
Over 90 days 90H M k 238 469
2,302 5,462

The Group applies simplified approach to measuring
expected credit losses which uses a lifetime expected
loss allowance for all trade receivables.

AEBEABLETEFERMEES
B R EMAE SR FIRE S

EHITR IR A -
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For the year ended 31 December 2021 B2 —EF = —#+_-H=+—HIFFE

21 Trade Receivables (Continued)

21 B 5 EWFE @

Movements in loss allowance recognised in respect of

HREFHEURBEERNEREBEE

trade receivables are as follows: E)F/ N

2021 2020
—E- —E-THF
HK$’000 HK$’'000
FHET FET
As at 1 January m—A—AH 325 111

Loss allowance recognised for FAERNEBRE
the year - 209

Reversal of loss allowance for FAFBERERE

the year (98) -
Exchange alignment M 5 3 & 7 5
As at 31 December ®n+=—A=+—H” 234 325

Due to the short-term nature of the trade receivables,
their carrying amounts approximate to their fair values
and are denominated in HK$ or RMB, which are the
functional currencies of the respective group entities. The
maximum exposure to credit risk at the reporting date is
the carrying value of trade receivables mentioned above.
The Group does not hold any collateral as security.

22

REZEEFENEHEEER &
FHEREAAREMRE  ABITHA

RE (REEEERNY

AR
BE B

Ho) SHE -

RESARMEENSEXEERRS
PiBZEEFENEREE- - AKE
W EFF A TR R IERTER -

Deposits, Prepayments and Other 22 ¢  FBENRERHEMEKRR
Receivables 15
2021 2020
—E-—F —E-FF
HK$’000 HK$’000
FExT FBT
Rental deposits Heke 16,870 17,056
Utiity deposits ARES 1,068 1,308
Other deposits, prepayments and Hiike « BIREREM
other receivables R R IE 5,085 9,938
Government grant receivables P W5 BT B - 4,575
23,023 32,877
Less: Non-current portion — - FERNERER 3 —
rental deposits Meke (12,773) (14,871)
Current portion B EREB 7 10,250 18,006
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For the year ended 31 December 2021 #

22 Deposits, Prepayments and Other

23

Receivables (Continued)

~ —F —
=

—FEFZH=1F—HItFE

22

The carrying amounts of deposits, prepayments and
other receivables approximate their fair values and are

denominated in HK$ or RMB, which are
currencies of the respective group entities.

the functional

BE FENREREMERK
I8 (&)

Be - FEN RIE R H b FE U R E # BR
EEEEAABERE WBTHAR
KNS EETRENIEEE)SE-

Loan Receivable 23 EWER
2021 2020
—E-—F —ETF
HK$’000 HK$'000
FET FET
Fixed-rate loan receivable TEFI R EUWE 3R 3,706 10,000

As at 31 December 2020, the Group’s loan

receivable represented unsecured loan

receivable of

HK$10,000,000 due from an independent third party
bearing interest at a fixed rate of 6% per annum and
repayable in six months from the date of loan withdrawal.

The loan receivable was fully repaid during the year

ended 31 December 2021.

As at 31 December 2021, the Group’s loan receivable
represented unsecured loan receivable of HK$3,706,000
due from an independent third party bearing interest
at a fixed rate of 3.85% per annum and repayable in
six months from the date of loan withdrawal. The loan
receivable was guaranteed by two independent third

parties.

Details of impairment assessment are set out in note 5.

R-E-_FTF+-_HA=+—H K&
ERMEKREREEK—ZBIE=ZH
) & K B 7010,000,00078 7t IR &
FOEMBEMEFE  EEEFRIRER
ETERRRRTNE A REE -

B2 - —F+-_A=+—HIF
B EWERCDBEEER -

R-ZE-——F+-_A=+—8 K=&
ErEKNERERK—R2BLE=FH
7 42 15 48 B 20 3,706,0008 7T - IR T F
SBSEMEEFEE EEERIR
IEHHARET NEAREE - BRER
HMEBBIE = HER-

BERH A B BN RES o
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For the year ended 31 December 2021 B2 —EF = —#+_-H=+—HIFFE

24 Amounts Due from/(to) Non-Controlling 24 FEU“(FE{T) FEIERIRERKIE

Shareholders
2021 2020
—E-—F —E-FTHF
HK$’000 HK$’'000
FET FHET
Amount due from a non-controlling  J& Y — 4 FE$2 B A% B8 7K 18
shareholder
Interest-free (note i) %8 (&) 2,487 3,805
Fixed rate of 3% per annum (note ii) TE F F & 3E (M axii) 7,610 6,020
10,097 9,825
Less: Allowance for impairment AR EEERE (i)
loss (note iv) (10,097) -
- 9,825
Amount due to a non-controlling JE 5 — 24 FEE IR AR 3R RIE
shareholder (note iii) (B #iii) 723 241
Notes: 5T -

(i) Secured and has no fixed repayment term.

(i) Secured and repayable in December 2021. No interest income was
recognised for the year ended 31 December 2021.

(iii) Unsecured, interest free and has no fixed repayment term.

(iv)  The Directors of the Company are of the opinion that the credit risk
of the amount due from a non-controlling shareholder is considered
to be high due to default events occurred. Having considered the
recoverable amount of security and the liquidity condition of the non-
controlling shareholder, the Group recognised full impairment loss
during the year ended 31 December 2021.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
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For the year ended 31 December 2021 B2 —EF = —#+_-H=+—HIFFE

25 Pledged Bank Deposit

26

No pledged bank deposits as at 31 December 2020.

As at 31 December 2021, a short-term deposit carried
at the prevailing market interest rate at 0.1% per annum
was pledged to a bank to secure short-term general
banking facilities granted to the Group, and therefore
classified as current asset.

The pledged bank deposit was denominated in HK$.

Cash and Cash Equivalents and Other
Cash Flow Information

(a) Cash and cash equivalents comprise:

25 SEMBITEX

26

WoB-ZE+L-F=+—8 UM
ERIRTTIH -

RZBE-Z—F+_A=+—0 " &H
AMEFEFROIRINENEHEERE
ERFET URESEFTAEENE
H—RIRTHME AR BEARSEE -

EIRMIRITIE R B TTEE -
RERRSEEYRAMRS

nEEH
@ RERASEEBUES:

2021 2020
—E-—F —E-FF
HK$’000 HK$’000
FET FET
Cash at banks RITIR® 26,696 28,546
Cash on hand FER® 121 403
Cash and cash equivalents in RErE FBARR KRR
the consolidated statement of HeMkReEEY
financial position 26,317 28,949
Less: bank overdraft (note 31) A IRTTIE S (M1FE31) (1,102) -
Cash and cash equivalents inthe REFEREREERMNIRS
consolidated statement of KRS EEY
cash flows 25,715 28,949
Maximum exposure to credit risk &= 12 B &L 26,696 28,546

Majority of the Group’s cash and cash equivalents
are denominated in HK$ or RMB, which are the
functional currencies of the respective group
entities. Cash at banks earns interest at floating
rates based on daily bank deposit rates.

REBABLIBSMREFEYD
NETHARE (BIEEEEEN
WEEER) FHE - RITEEUEH
RITERMERSEENFEH X
FREA B -
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26 Cash and Cash Equivalents and Other 26 & RBEEEEBYREMERE S

Cash Flow Information (Continued) nEER @
(b) Reconciliation of loss before income tax b) RAITEHABEEKERS
to cash generated from operations: REMNHE:
2021 2020
—E-—F —EIETF
Note HK$’000 HK$’'000
BT FHExT FHET
Loss before income tax B 1S T AT E 18 (101,308) (40,850)
Adjustments for: KRR -
Depreciation e 1516 58,684 61,544
Amortisation BiH 10 1,874 729
Finance costs BE KA 11 11,533 13,201
Interest income FLEIA 8 (467) (161)
Premium charged on life ERREWIRE
insurance policies 42 40
Impairment loss on property, 1% - E &
plant and equipment, net BEBEFRE 15 406 5,015
Impairment loss on right-of-use {f A1 & & #(E
assets, net B8R 16 14,309 13,534
Impairment loss on trade H 5 WA RE
receivables &8 10 - 209
Impairment loss on intangible &2 & E R E &5 18
asset 17 28,695 -
Impairment loss on amount FEM — % FE 1= AR
due from a non-controlling RRIEREEE
shareholder 9,858 -
Reversal of provision for BB 1R AN E
reinstatement cost 8 (204) (338)
Reversal of impairment loss on %[0 & 5 & Ug Z0E
trade receivables BEEE 8 (98) -
Gain on early termination of REKIEHEEZI
leases, net T F R (13) (21,059)
Rent concessions HeR® 10 (3,224) (8,276)
Property, plant and equipment 25 % - &=
written-off i 10 5,831 4,770
Trade and other receivables M E 5 & EAM
written-off JE WK IE 10 2,072 -
VAT recoverable written-off o E TR NI (B B 10 2,511 -
Gain on disposal property, plant HEE « BE &
and equipment B (5) -
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26 Cash and Cash Equivalents and Other 26 & RBEEEEBYREMERE S

Cash Flow Information (Continued) REER @
(b) Reconciliation of loss before income b) RAITEHABEEKERS
tax to cash generated from operations: REeWHER - 8

(Continued)

2021 2020
—B-—F —T_FF
Note HK$’000 HK$’000
B 5T FET FHET
Operating cash flows before &E& & #EaTHY
changes in working capital REEBRERE 30,496 28,358
Changes in working capital: LEESHE
(Increase)/decrease in inventoriesiF & (3& fn), ¥ 4> (1,334) 2,332
Decrease in trade receivables & 5 & WG IB R 2> 2,345 1,079
Decrease in deposits, e BRRER
prepayments and other H b & R IE
receivables Ve 6,774 1,017
Decrease/(increase) in loan FEREFURL,
receivable (3 ) 6,294 (10,000)
Decrease in trade payables g S EMN IR
VR (3,154) (2,600)
Decrease/(increase) in amounts & U B8 B A &) FIA
due from related companies B, (3 an) 61 (70)
Increase in contract liabilities & 4 & (F# 1 1,079 4,158
(Increase)/decrease in pledged EIEIFRITFER
bank deposit (38 ) (4,076) 11,029
Increase/(decrease) in accruals [T & A &
and other payables H th & 1~ 3RIB
#n, Ok ) 2,542 (6,951)
Increase in amount due to a e — & FEERR
non-controlling shareholder AR SR SR I L AN 476 -
Increase in amount due to a JE —E R R
related company FRIFIE N 307 -
Cash generated from RERBRE
operations 41,810 28,352
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26 Cash and Cash Equivalents and Other

26 BERBASEEYRAMRE

Cash Flow Information (Continued) REER
(c) Reconciliation of liabilities arising from (c) METEFELEEBENEHIER:
financing activities:
The table below details changes in the Group’s TR AEEERMEEBFTE
liabilities from financing activities, including both FEEZE(BREES MRS
cash and non-cash changes. Liabilities arising from SH)FE BMEITDAELEND
financing activities are liabilities for which cash flow BEERASENGEHEENER
was, or future cash flow will be, classified in the DERMEETHAEHEEREN
Group’s consolidated cash flow statement as cash REMEBARKRSRE ©
flows from financing activities.
Bank Lease Other
borrowings liabilites  borrowing Total
BITEHR  HEAE  EMEX ek
HK$'000 HK$'000 HK$ 000 HK$'000
TAET THET FTAET TAET
At 1 January 2020 RZE-ZH5-F—H 7,444 208,865 - 216,309
Changes from financing MEREREZEE !
cash flows:
Repayment of bank borrowings 18 & $R17 12 X (7,444) - - (7,444)
Proceeds from new bank RIS AEHIE
borrowings 20,000 - - 20,000
Repayment of other borrowing ~ B3& E b & 3% - - (1,363) (1,363)
Capital element of lease rentals 2R HAERELMHE R
paid 55 ~ (38074) ~ (38074)
Interest element of lease rentals N HAEMREHF &
paid 545 - (12:302) - (12:309)
Borrowing costs paid RENEEIZEN (252) - (52) (304)
Total changes from financing &t ﬁ Bengcs
cash flows k] 12,304 (50,376) (1,415) (39,487)
Other changes Hoth % B
Increase in leases liabilities from & WAT Y $1H &1m
entering into new leases EENHEERE
during the year 2 - 9,509 - 9,509
Arising on acquisition of REWEHRBAF
subsidiaries (note 36) GEXD) 2,261 6,345 1,363 9,969
Adjustment on the modification & 5] & 1§ 7 ) 7%
of the lease term - 3,710 - 3,710
Adjustment on early termination  $2 R 4% |F & A &
of leases - (21,754) - (21,754)
Rent concessions MeRE - (8,276) - (8,276)
Interest expenses (note 11) FER X (FFE11) 252 12,897 52 13,201
Exchange alignment P& 5 % 147 7,720 - 7,867
Total other changes HihF 8 @E 2,660 10,151 1,415 14,226
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26 BERBEESEYREMRE
REER @

26 Cash and Cash Equivalents and Other
Cash Flow Information (Continued)

(c) Reconciliation of liabilities arising from
financing activities: (Continued)

c) MEEBMELEBNYEK:
(&)

Bank Lease Other
borrowings liabilities borrowing Total
BITER HEEE HMEX B
HK$°000 HK$°000 HK$°000 HK$°000
THART TR FHT THRT
At 31 December 2020 and R-ZB-EE+Zf
at 1 January 2021 =t-BkR
—E-—-f—H-—H 22,408 168,640 - 191,048
Changes from financing cash BEREREZ 2 :
flows:
Repayment of bank borrowings 18 & $R171E & (2,791) - - (2,791)
Proceeds from new bank RTINS A
borrowings 4,000 - - 4,000
Capital element of lease ERRERSHNER
rentals paid #$a - (32,069) - (32,069)
Interest element of lease rentals & (4 &7 & & F 2
paid i) - (10,659) - (10,659)
Borrowing costs paid ERHERKAR (634) - - (634)
Total changes from financing ~ BER & REZEH
cash flows e 575 (42,728) - (42,153)
Other changes Hoth 2 B
Increase in leases liabilities from  F R HHAE M
entering into new leases EENHEERE
during the year 0 - 2,259 - 2,259
Adjustment on the modification B3] E KT R
of the lease term - 3,751 - 3,751
Adjustment on early termination  #2 R42 [F T EH)FEE
of leases - (938) - (938)
Rent concessions HEeRE - (3,224) - (3,224)
Interest expenses (note 11) FER (FEE11) 634 10,899 - 11,533
Exchange alignment B 4, 8 B 5 2,508 - 2,513
Total other changes Hin B8R 639 15,255 - 15,894
At 31 December 2021 R-B=--%
+=ZA=+-H 23,622 141,167 - 164,789
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27 Share Capital 27 B
Number of Nominal value
Ordinary shares  of Ordinary share
TEREE TERkEE
HK$’000
FHET
Authorised: EE
Ordinary shares of HK$0.01 each W —ZE-ZF—HF—H »
as at 1 January 2020, —EIEFR
31 December 2020 and 2021 —E-F+H
=+—HSRMHEEO.01
BT EiBR 2,000,000,000 20,000
Issued and fully paid: CRITRAR
As at 1 January 2020, R-ZZTE-_FTF—H—H-
31 December 2020 and 2021 —E-TEFER
T —F+=AH
=+—H 1,000,000,000 10,000

28 Trade Payables

28 EZENRE

The ageing analysis of trade payables based on invoice REZAMEINNE 5 ENFIERER
date is as follows: DITEAT -

2021 2020
—E-—F —E-FF
HK$’000 HK$’000
FHExT FHET
0 to 30 days 0&30H 6,943 8,708
31 to 60 days 31£60H 3,443 7,334
61 to 90 days 61290H 1,256 906
Over 90 days Q0 HM E 5,004 2,470
16,646 19,418

The carrying amounts of trade payables approximate EoRNRENRAEREAAEMR

their fair values and are denomi

nated in HK$ or RMB,

which are the functional currencies of the respective

group entities.
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29 Accruals and Other payables

29 EEtERREMEN IR

30

2021 2020

—E=-—F —ET-TF

HK$’000 HK$’000

FHET FET

Accrued expenses FEETF 26,096 20,513

Other payables H A &~ 5RIB 5,510 8,027

Temporary receipts ERLE N 837 789
Total accruals and other payables FEETE A K EA

JE 1~ SR IE 4 5E 32,443 29,329

All of the accruals and other payables are expected to be
settled or recognised as income within one year or are
repayable on demand.

The carrying amounts of accruals and other payables
approximate their fair values and are denominated in
HKS$ or RMB, which are the functional currencies of the
respective group entities.

Contract Liabilities

The Group has recognised the following revenue-related
contract liabilities.

P FEET B R N CE b SRR T 1
E—FREFIBERBB/EA  HIEFE

B -
EETERA R EMENFAMNKEER

HAREBEEE  LABTHARE (A
ERBERBNINEER)FE-

BHNER
ARECHERA NEEBEGNRE -

30

2021 2020
—E-—F —EITF

HK$’000 HK$’000

FET FET

Current mED 23,451 21,823

Contract liabilities represent the advance payments
from customers, while the underlying services are not
yet provided as at 31 December 2020 and 2021. The
portion to be recognised within one year after the end of
each reporting period is classified as current liabilities in
the consolidated statement of financial position.

AHMBBERRPIENRIE  mAEBR
KR _TE_TFR-_T=-_—F+=A
=t—BHARE - REREHRE
—FABETFTERNDD IRERETH
MARANDEARDAE -
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30 Contract Liabilities (Continued) 0 EHNEE@
Movement in the contract liabilities balances during the REEZE_ZT-_ZEFR-_T-_—F+=

years ended 31 December 2020 and 2021 is as follows:

E—I— EIJtEF‘E’Jé?’JE%%ﬁ%E’J

gEgmT
2021 2020
—E-—F T CTF
HK$’000 HK$’'000
FHET FHET
Carrying amount at 1 January R—A—HMEEE 21,823 16,590
Exchange alignment ME H A 549 1,075
Revenue recognised during the year R B #ER U &S (M 7 8(i))
(note 8ii) (11,563) (8,033)
Consideration received from BEREFPRE  TBEEFH
customers, excluding amounts B R AWM FIE
recognised as revenue during
the year 12,642 12,191
Carrying amount at 31 December RTZA=+—HB®NKEE 23,451 21,823
31 Bank Borrowings 31 RITEM
2021 2020
—E-—F —E-TF
HK$’000 HK$’000
FExT FHET
Bank overdraft — unsecured R1TH X7 1,102 -
Bank borrowings due for repayment 75" FRIEBEZRITER
within one year — unsecured — KR 2,855 3,099
Bank borrowings due for repayment A —F & BIHAEE RITE XK
after one year which contain (EBEREREERER
a repayment on demand clause — —m
unsecured 20,767 19,309
24,724 22,408

As at 31 December 2020, the bank borrowings of the
Group amounting to HK$20,000,000 were guaranteed
by the Hong Kong Government, certain of the existing
and former controlling shareholders and approximately
HK$2,408,000 was guaranteed by one of the non-
controlling shareholders and third parties.

RZE-_ZEF+_A=+—8' K&
MERTTE ?Mo,ooo,ooo;‘% TTHEB
FERIITEE - & TIHAE RATERKRR
YEIR 0 M #92,408,000/8 T HEF — £
FEIEPRRR R M 58 = T HEAR o
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31 Bank Borrowings (Continued)

As at 31 December 2021, the bank borrowings of the
Group amounting to approximately HK$23,622,000
were guaranteed by the Hong Kong Government, certain
of the existing and former controlling shareholders and
approximately HK$1,102,000 of the bank borrowings
was guaranteed by the Company for a subsidiary. The
Company has not recognised any deferred income in
respect of the guarantee provided to a bank for the
subsidiary as its fair value cannot be reliably measured
and there is no transaction price.

No covenants relating to the Group or the subsidiary’s
financial ratios were required by the banks as at 31
December 2020 and 2021.

Repayments of bank borrowings based on the scheduled
repayment dates set out in the loan agreements are as
follows:

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
REMTEHRAMNEE @
For the year ended 31 December 2021 {2 —F = —F + - H =+ —HIFFZ

31 BITEF @

R-E-_—F+-_RA=+—H0 &&
[ §F 17 {8 3% #723,622,00078 L & B
BT ETHRAERAERBREERK
SR1THE 491,102,000 7T B AN A & &t
— R B A RIELER - AQR W&
E b B A A MR TIR I 2 ERAER
TRELEWA - REABHE R EEL
ASAEATELSBIK -

RZEZEFR T -—F+=HA
=+ —HRITWE B KEAREEH 5L
B AR R EEEIRYL -

BRERBEAMANTEERBHE D
MEZRITERNFEBET

2021 2020

—E-—F —E-EF

HK$’000 HK$’000

FHET FET

Within one year —F R 3,957 3,099
Over one year but less than Bl —FELRME

two years 3,243 4,815
Over two years but less than BEMFRELARAESF

five years 10,279 14,494

Over five years HBilAF 7,245 -

24,724 22,408

The weighted average effective interest rates at the
respective reporting date were set out as follows:

MBS S BB N F B RN X
SIET

2021 2020
—E-—F —EETF
Bank borrowings HRITE R 2.92% 2.83%

The carrying amounts of current bank borrowings
approximate their fair values, as the impact of
discounting was not significant on the borrowings carried
floating interest rate.

HRMREERFHNEZELIK
WENHRITIEFNERMEREQARE
& -
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32 Lease Liabilities

32 HEE®E

As at 31 December 2021, the lease liabilities were

RZB-_—F+-_A=+—H0 -8HE

repayable as follows: BEEENT :

2021 2020

—E- —ETE

HK$’000 HK$’000

FHET FAT

Within 1 year —FR 38,168 40,431
After 1 year but within 2 years HiR—FERFA 36,879 35,731
After 2 years but within 5 years HBMEERFA 49,815 66,693
After 5 years HiBAF 16,305 25,785
102,999 128,209

141,167 168,640

33 Provision for Reinstatement Costs 33 BERAERE

2021 2020

—E-—F —EETF

HK$’000 HK$’000

FExT FHET

At 1 January w—HA—H 5,885 6,055
Reversal made during the year FAEL Z D (204) (338)
Exchange alignment ME W A 64 168
At 31 December R+—_HA=+—H 5,745 5,885
Less: Non-current portion - FERNERER (3,833) (4,573)
Current portion BN EREB 7 1,912 1,312

Provision for reinstatement costs is recognised for
the costs to be incurred for the reinstatement of the
properties used by the Group for its operations upon
expiration of the relevant leases. The Group expected
that the present value of the costs approximates their
undiscounted costs.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
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For the year ended 31 December 2021 B2 —F ——4F+_-HA=+—HIF/F

34 Deferred Tax (Liabilities)/Assets 34 ELEHE(BE) EE
(a) The analysis of deferred tax (liabilities)/ (@ EERIE (BE) EEDW
assets is as follows: mr
2021 2020
—E-—F —E-FF
HK$’000 HK$’000
FHET FHET
Deferred tax liabilities RIERIEEE (279) (2,902)
Deferred tax assets BEEFIEEE - 852
(279) (2,050)
The movements in deferred tax (liabilities)/assets RAFERBAEFEMNRELERIE
during the current and prior years, without taking Elff ) EEEE (WE KRR —
into consideration the offsetting of balances within MERERENAEREHE 0T -
the same tax jurisdiction, are as follows:
Deferred tax IEIERIA
(Accelerated)
Decelerated
tax
depreciation Tax losses Others Total
(1) H &
BRERE REER Hit k]

HK$'000 HK$'000 HK$'000 HK$'000
THL TEL T L

At 1 January 2020 RZF-TF-f-H 1,126 - 18 1,144
Exchange alignment R A% 51 40 (215) (124)
Arising on acquisition of a subsidiary ~ WEE—EIHBARBEL

(note 36) (H3E36) - 415 (3514) (3,099)

Credited/(charged) to consolidated 5 A/ (HB &) A BER
statement of profit or loss and other ~ Ef2E

comprehensive income (note 12) 451 1% (MzE12) (343) 190 182 29

At 31 December 2020 ZZITFFR
_‘|‘ H 834 645 (8,529) (2,050)
At1 January 2021 W-E-—%-F—f 834 645 (3529) (2,050)
Exchange alignment ERAE (5) 1 6) (10)

Credited/(charged) to consolidated 5 A/ (B &) A BER
statement of profit or loss and other ~ Ef2E
comprehensive income (note 12) 451 1% (MzE12) (1,149) (646) 3,576 1,781

At 31 December 2021 WZE-—%1+-F
=+-H (320) - 41 (279)
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34 Deferred Tax Assets (Continued)

(b) Deferred tax assets have not been
recognised in respect of the following

—FEFZH=1F—HItFE

34 EEBIEEE @)

(b) EARFUATIHE RADIELB
HEE :

items:

2021 2020
—EB-—-F —ET-TF
HK$’000 HK$’000
FET FATT
Deductible temporary differences 8] $01J8 & i 2= %8 42,212 10,762
Tax losses THIEE R 159,916 109,076
202,128 119,838

Notes: B5E -

(i) The deductible temporary differences do not expire under the

current tax legislation.

(i) Tax losses of approximately HK$46,312,000 (2020:
HK$18,186,000) arising from the Group’s restaurant business
in the PRC will expire in the fifth year commencing from the
year the loss incurred whereas tax losses of approximately
HK$113,604,000 (2020: HK$90,890,000) arising from the
Group’s subsidiaries in Hong Kong do not expire under the

current tax legislation

35 Major Non-Cash Transactions

For the years ended 31 December 2021 and 2020,
the Group entered into lease arrangements in respect
of lease modification and the acquisition of right-of-
use assets with a total capital value of approximately

HK$6,010,000 and HK$13,219,000, respectively.

During the year ended 31 December 2021, additions
of property, plant and equipment included purchase of
property, plant and equipment settled by deposit paid in
2020 amounting to approximately HK$1,873,000, which

do not involve any cash payment in

* For identification purposes only
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2021.

()  REROTE AHREEZHET TS
BH -

i) MEBRTHZEZ AEERFRHRZEE
X E LN T IEF B 446,312,000
TL(ZZE=F 4 18,186,000/ L) 8
EAFEFERSEAFEIE mMA
EERBEBZHBRAEENKERS
B #7113,604,000 T (ZE =T F -
90,890,000 7T) I & EI Ef

b TEHFREXH

HE_T-_— k=T _FTF+=H
—+—BULtFE AEERHEEBE
REERAEEETCHERHE  H
& AREESD B4 /6,010,000 T &
13,219,000/ JT °

REBE-Z-_—F+-A=+—HL

FECORNEWE - F}%& LEBFER =
TZTFPBNRSENZBEYE
%= & & 1%i®1873000,%7z =

T —FUWESREARESMAR -



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
eI RMEE @)
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36 Acquisition of Subsidiaries

i)

Accounted for as business combination
On 9 January 2020, the Group entered into
an equity transfer agreement to acquire 70%
equity interest in Yaoliang (Shanghai) Food Co.
Ltd (“Yaoliang”) (B R(EB)REm AR 2 F)
which operated more than 30 food counters
selling roasted meat and delicatessen under the
brand names of “Sun Kau Kee* (¥1¥A:2)” and
“Chaojiangjun* (J# 1 &)’ through online and offline
stores at Freshippo in Shanghai, the PRC at the
consideration of RMB22,400,000.

Pursuant to the equity transfer agreement, there
was a consideration adjustment mechanism, if the
audited revenue for the financial year 2019 was less
than RMB40,000,000, the consideration would be
adjusted downwards by the adjustment amount,
being calculated at 70% of the 80% of the excess
of the RMB40,000,000 over the audited revenue.
As a result, the consideration was adjusted to
approximately to RMB21,387,000 (equivalent to
approximately HK$24,178,000).

36 WEEKIE A F]
(i) EREKSHAR

RZE-FTF—A LB A&EE
FIURBEEZERE UARK
22,400,000 TR BYWERR (£
HREBERAR(RRE]70%H
B ZARBABMRPEHLEE
IEEHER FRETHELS
MIEIOMEEMIERE - L IFHRRL]
KB E | REEEEREAR -

BERESEGE TERER
B E-T NP REER
=7 W AR R A R ¥ 40,000,000
7T AR EBREIRARSER N HE
¥ A B ¥ 40,000,000 7T #8 H & &
U AHI 80% HY 70% 5T & - It -
REAEEHZE AR 21,387,000
7T (FRE R #)24,178,000/87T) °
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36 Acquisition of Subsidiaries (Continued)
(i) Accounted for as business combination ()]

(Continued)

The acquisition of Yaoliang was completed on 22
July 2020 and has been accounted for using the
acquisition method. Yaoliang is principally engaged
in operating food counters in the PRC. The fair value
of the identifiable assets and liabilities of Yaoliang

36 WEBHT B 2 A (@)
i) EREKSOHARG@E

WHERBRREN-_ZE_FE+LA
T+ HFEMK - WERABUREEAR o
BRETEAFEEELERMIE
B WEMNRBRAWERB/A
BRIEERBBENMAARBENT :

acquired as at its date of acquisition was as follows:

HK$’'000
FHET

Property, plant and equipment W BB REE 2,422
Right-of-use assets EHREEE 887
Intangible assets (note i) mpEE (KT 14,056
Rental deposits HeZke 196
Inventories FE 271
Trade receivables B 5 EWGRIA 2,782
Deposits, prepayments and other receivables %4 ~ T8 7R I8 & H {th JiE I 3018 2,013
Amount due from a shareholder JEW — & R R FIA 9,225
Cash and cash equivalents BekREEEYD 2,366
Trade payables =) N (5,078)
Accruals and other payables FEET B & E fib B 3R (5,726)
Amount due to a shareholder FE — R R IE (254)
Lease liabilities HEAE (3,796)
Deferred tax liabilities ELERIBAE (3,099
Bank borrowing IRITE (2,261)
Other borrowings HibfEm (1,363)
Total identifiable net assets at fair value BASERA] # R EEFERRE 12,641
Less: Non-controlling interests (note ii) A 0 FEVERR M I (P EE ) (3,792)
Identifiable net assets acquired BB #AI & EFE 8,849
Satisfied by cash consideration IR & REE 24,178
Goodwill arising on acquisition: W R EE A PR
Consideration transferred EEERE 24,178
Less: recognised amount of identifiable net  J& : BB MBI EEFENES

assets acquired mRELE (8,849)
Goodwill arising on acquisition WHERELENEE 15,329
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36 Acquisition of Subsidiaries (Continued)

(i)

Accounted for as business combination
(Continued)

Notes:
(i) Fair values of acquired identifiable intangible assets

The fair values of the acquired trademarks and cooperation
contracts amounting to approximately HK$10,904,000 and
HK$3,152,000 respectively are recognised upon the acquisition
based on valuation for these assets. Deferred tax liabilities of
approximately HK$3,514,000 has been provided in relation to
these fair value adjustments.

(ii) Non-controlling interests

The Group has chosen to recognise the non-controlling interests
at proportionate share of net assets for this acquisition.

(i The fair values of the identifiable intangible assets acquired were
estimated by applying the income approach. This is a level 3
fair value measurement. The key assumptions are set out as

follows:

Discount rate 11.97%
Terminal growth rate 2.6%
Revenue growth rate 1%

The Group recognised the excess of fair value of the
consideration transferred over the fair value of the
net identifiable assets acquired as the goodwiill.

The goodwill will not be deductible for tax purpose.
The goodwill arising on the acquisition of Yaoliang
is attributable to the anticipated profitability of its
operations in the new markets.

36 WEEKIEB A R (@)
(i) EREKRSHAR®@E

GEE

()

(i

(i)

BEUBAERIETVEENDAE

FrEREER AN AARED A
#10,904,000%8 7T & 3,162,000/& 7T * T
RERRIEZSAREZ HEER B
RZEANBEHEAERLEHEARED
3,514,000/ 7T °

JEFE R R

FREBERERREEEEFELIHER
EL RS 2 g Fail

EUEE AT BB BV E E 2 R A ERAR
NEGE - ERE=BAABETE-E
EERKFIIOT

IS 11.97%

REH R K 2.6%

g R % 1%
AEBRBCEERENAALER
HEKRBAUENEEFENAR
ENERERLETE -

BEB TSN - WERBRE
EREEIHREENHENTE

H&

MEESFTEL
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36 WEEKIEB AR (@)
(i) EFAEXKSHAR®@E

36 Acquisition of Subsidiaries (Continued)

(i) Accounted for as business combination
(Continued)

HK$'000
FHET
An analysis of the cash flow in respect of the B REWEE —FHIM B A MRS R
acquisition of a subsidiary is as follows: EOWWAT
Cash consideration BeRE 24,178
Less: Cash and cash equivalents BBHekReEFED (2,366)
Cash outflow on acquisition of the subsidiary Ui B2 & #9338 € 7% 21,812

The Group incurred HK$780,000 transaction costs
for this acquisition and that amount was included in
other expenses in profit or loss.

Impact of acquisition on the result of the
Group

Included in the loss for the year ended 31
December 2020 was revenue of approximately
HK$13,621,000 and loss of approximately
HK$1,143,000 contributed by Yaoliang.

Had the acquisition occurred on 1 January 2020, the
revenue and loss for the Group for the year ended
31 December 2020 would have been approximately
HK$256,275,000 and HK$44,780,000 respectively.

The proforma information was for illustrative
purposes only and was not necessarily an indication
of total revenue and results of operations of the
Group that actually would have been achieved had
the acquisition been completed on 1 January 2020,
nor is intended to be a projection of future results.
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7o B B R R B
A 780,000 7T + & i AR
B E B o

WESHUARAREXENT
488
BE-FT-_FHF+-_A=1—
ALtFENEBEREREKED
13,621,000 7T & 18 K & Bt &) &
18#491,143,000% 7T °

MKEEEE_F _EE A—
H A&EBHEEZE_FT_ZTF+=
A=+—BLEFEMNKREEE
B9 Bl 49 A 256,275,000 7 T &
44,780,000 7T ©
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ERRMEBEER _T_TF
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36 WEBHT B 2 A (@)

(i) FREEWEAR
REBPSE_ZT_ZTFLA
=+ BRBREEERE  ARE

36 Acquisition of Subsidiaries (Continued)

(i) Accounted for as asset acquisition

Pursuant to the equity transfer agreement dated 31
July 2020, the Group has conditionally agreed to

acquire 70% equity interest in a PRC entity, F/&&
B R MERRA A, from independent third parties.
The acquisition was completed on 12 August 2020.
In the opinion of the Directors, the acquisition of =
85 R MmA MR A A has been accounted for as
an asset acquisition as the acquired company did
not have significant business prior to the acquisition
by the Group except for holding property, plant
and equipment for food processing. The identifiable
assets and liabilities as at the date of acquisition are
as follows:

BIEGREZRBLE = UWEE L
EEER AR R 70% HMHE -
WEDR—_ZE-_TEFENA+8
TR -EERE WELEERER
mBRARIEEREEREAR -
B & B U B8 2 &) A AN & B U RE A
VEFEXK(BREBEERMMNIN
ME - BE REZEN o RIKER
B AI#EREERBRBOT

HK$’000
FATT
Property, plant and equipment Y - BB RE&E 3,290
Right-of-use assets EREEE 2,549
Rental deposits Heke 349
Deposits, prepayments and other receivables 1% ~ T8 5} 18 & E b & Ug k18 483
Cash and cash equivalents ReMREEEY 11
Other payables H b & 3RIR (2,910)
Amount due to a shareholder e —RRREFKIB (349)
Lease liabilities HEaE (2,549)
Total identifiable net assets AR EE FEES 874
Less: Non-controlling interests (note i) A FEFERR M A (P RED) (262)
Net identifiable assets and liabilities AEREERBEFRE 612
Satisfied by cash consideration IR e REEN 612
Notei: The Group has chosen to recognise the non-controlling MigE: St AMEmS  AEBEEERTE
interests at proportionate share of net assets for this EM AR -
acquisition.

An analysis of the cash flow in respect of the 75 B8 U i — I I B 2 A1 &9
acquisition of a subsidiary is as follows: RERELWHOT -

Cash consideration RERE 612

Less: Cash and cash equivalents B RERBEEED (11)
Unpaid cash consideration included in AR SR B E b fE T RIE Y

other payables of the Group KBRS RE (75)

Cash outflow on acquisition of the subsidiary U BEM B A MRS T 526

The Group incurred no material transaction costs AEBERLERYWETEEESEAKR
for this acquisition. RGKA °
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37

38

Reserves

The amounts of the Group’s reserves and the movements
therein for the current and prior years are presented in
the consolidated statement of changes in equity on page
134 of the consolidated financial statements.

Other reserves

Other reserves of the Group represent (i) the amount
arising from a reorganisation of the Company in
connection with the listing; (i) wavier of amounts due to
a non-controlling shareholder, related party, and ultimate
controlling shareholders; (iii) the difference between the
acquisition of additional equity interests from the then
non-controlling shareholders and the nominal value of the
shares of an existing subsidiary of the Group issued in
exchange therefore prior to the listing of the Company’s
shares; and (jii) the difference between the consideration
received on disposal of the entire equity interests of the
subsidiaries and the carrying amounts of the net liabilities
of the subsidiaries.

Litigation and Contingent Liabilities

Except for the case set out below, the Group did not
have other significant contingent liabilities as at 31
December 2021 and up to the date of this report.

As announced by the Company on 6 January 2020,
Excel Linker (Hong Kong) Limited, an indirect wholly-
owned subsidiary of the Company received a Write
of Summons together with an indorsement of claim
(the “Indorsement”) dated 31 December 2019 and a
statement of claim (the “Statement of Claim”) dated 17
January 2020 issued in the High Court of The Hong
Kong Special Administrative Region (the “Court Action”)
by Foxhill Investments Limited as plaintiff (the “Plaintiff”)
against Excel Linker (Hong Kong) Limited as defendant
(the “Defendant”).
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37

38
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38 Litigation and Contingent Liabilities 38

39

(Continued)

It is stated in the Indorsement that the Plaintiff’s claim
against the Defendant is in relation to the breach of the
Tenancy Agreement dated 18 April 2018 (the “Tenancy
Agreement”) for wrongfully failing and/or refusing to pay
the rent and/or management fees and/or government
rates in respect of the Premises located at Units 201-
202 on the Second Floor of Infinitus Plaza, No.199 Des
Voeux Road, Central, Hong Kong (the “Premises”) since
1 October 2019. As at 31 December 2021, the Group
had recognised a payable approximately HK$6,037,000
(2020: HK$3,525,000) as the rent, management fee,
penalty and related interest in relation to the Premises in
the consolidated financial statements.

Up to the date of this report, the case is still in
proceedings. On the basis of currently available
information, the Director’s considered that the legal
proceedings are unlikely to result in any other material
outflow of economic benefits from the Group.

Capital Commitments

Capital commitment outstanding at 31 December 2021
not provided for in the consolidated financial statements
were as follows:

39

FEARWAREE )

BEEFREL BEAHHEE ARE
CHRNEBERBHEA-_T—NF
MA+NBzHEH=Z ((HERZE]D -
IﬁiAa:% hWE+A—BREX
R/ RERRLINB AN B EEHE
EM%%%@EF 201 E202F
2HE(WE)ZAIHEE R K
EEBEN SBFEM - R_E=_—F
+=-—A=Z+—8" $§.ﬁ%%FJ
BB RANERES - ERE
&ﬁ@ﬂ%m%ﬁwﬁﬁawmm%
TT(ZZT T 4F :352500087T) °

HEARESAE  FARKER - RIB
WMEFAENMER  EFRABEEF
T EERAEENREANEMERE
KOEFIZRE

BERAE
A_E-_—F+-_A=+—H K#&E
GABTEHE DB AR R BT

2021 2020
—E-—F —EETF
HK$’000 HK$’000
FHET FHET
Contracted for: EEESE
— property, plant and equipment —ME - BEREE - 1,496,000
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For the year ended 31 December 2021 {2 —F = —F + - H =+ —HIFFZ

40 Related Party Transactions

(@)

(b)

Transactions with a related party

Save as disclosed elsewhere in the consolidated
financial statements, the Group had the following
significant transactions with its related party during
the years:

40 BB LR Z

(a) B—

BEBITNRS
BRGAMBHRERSBREEIN
AEBENBRFEERB TR
NTERRS :

2021 2020
—EC-—fF —E-TE
HK$’000 HK$’000
FET FiET
Rental expenses paid to Richfield M= #KHEREBR A& I
Develop Limited (Note) Memz (M) 886 214

Note: Richfield Develop Limited is a related company controlled by
Mr. Chan Chun Kit, a director of the Company. Rental expenses
paid to the related company were charged at term mutually
agreed by both parties.

The above transactions constituted continuing
connected transactions as defined in Chapter
14A of the Listing Rules but are exempted from
the disclosure requirements in Chapter 14A of the
Listing Rules, as they are below the de minimis
threshold under Rule 14A.76().

Mz ENARARAAARNRFESMRE
FAERGNBEB AR - XN THBAR
EFE 2R JT E B 1 A0 B AR URER o

tti%iﬁ&tﬁ%ﬁﬁu%%aﬁﬁ
%EZ% ERS HEZER

ERREBET FMRANE4AEZ
ﬁ%ﬁm FRAZER ZFER
F14ATO()IEIE T 2 &IEERARIKF ©

Balances with related parties (b) E2RAEETS BV &L ER
() Particulars of amounts due from related () BECEERQBED)E 383(1)
companies, disclosed pursuant to section I EEANE (iﬁﬁ %%ﬂ/ﬁé
383(1)(d) of the Hong Kong Companies B R BI)EFE 3 - EULEIEE A
Ordinance and Part 3 of the Companies AIFIEMEBIT ¢
(Disclosure of Information about Benefits of
Directors) Regulation, are as follows:
Maximum Maximum
amount amount
outstanding outstanding
during the year 2021 during the year 2020
ERER ERR&RE
AEEEE —B--%f  KEERE C—Z-%F
HK$'000 HK$'000 HK$'000 HK$'000
T THR THL THT
Long Run Investment Limitedl” WEREBRAR 2 2 _ -
Elite Linker Investment Limited? B R EHR 170 3 3 - -
Richfield Develop Limited? ERARBRARD 66 - 66 66
Poly Wealth Limited” EFRERAA0 1 1 1 1
Star Catering Management Limited? FIZEHRERER AT 3 3 3 3
75 9 70 70
Note: sk -

0] Controlled by Mr. Chan Chun Kit, a director of the
Company.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
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For the year ended 31 December 2021 B2 —EF = —#+_-H=+—HIFFE

40 Related Party Transactions (Continued) 40

(b) Balances with related parties (Continued)
(i) Amount due to a related company

SRS @

(b) EEEAEETS YA ER ()

(i) FEAS—EIRAE

IS

2021 2020

—E-—fF —E-TF

HK$’000 HK$’'000

FET FAET

Richfield Develop Limited? ERAEBRAAO 307 -
Note: P 5E -

0] Controlled by Mr. Chan Chun Kit, a director of the 0] BAANA R E ERIRG L EZS -

Company.

Amounts due from/(to) related parties are
unsecured, interest free and repayable on
demand.

(c) Key management compensation
The emoluments of executive directors and

& W,/ (1) BE RS 75 3R IE 3 &
HiH - e B RIRFEE -

c) EEEBAEHFM

HTEENTEEEEXNENH

members of key management were as follows: BzA T

2021 2020
—E-—F —EETF
HK$’000 HK$'000
FET FET

Basic salaries, allowances BEXRFE  EZREF
and benefits 4,260 4,357
Discretionary bonuses B IEAT 5 -

Employer’s contribution to BN ETEME MK

pension scheme 105 80
4,370 4,437

Total remuneration is included in “Employee benefits
expenses” (see note 9).

FemEnRERMNEX] (R

B3E9)

Li Bao Ge Group Limited  Annual Report 2021 241
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For the year ended 31 December 2021 {2 —F = —F + - H =+ —HIFFZ

41 Statement of Financial Position of the 41 &2 T E AR TR
Company

(@) Company-level statement of financial (@) AREEMBMRRE
position
2021 2020
—E- —E-THF
HK$’000 HK$’000
Notes FET AT
B 5
ASSETS BE
Non-current assets IREBEE
Interests in subsidiaries BB A AR 41(c) 19,784 34,946
Current assets REEE
Prepayments and other TE A SR IE K A FE Uk
receivables B 227 135
Amounts due from related FE Y EE B A B 5 OE
companies 7 -
Pledged bank deposits BHEITFER 4,076 -
Cash and cash equivalents ReMR2EEY 126 4,641
4,436 4,776
Total assets EEAR 24,220 39,722
EQUITY s
Share capital [@N 27 10,000 10,000
Share premium [ @8 41(b) 98,884 08,884
Other reserve H b 41(b) 78 78
Accumulated losses 2 EE 41(b) (87,433) (70,575)
Total equity RSB 21,529 38,387
Current liabilities REBEE
Other payables H th fE 1~ 5B 2,691 1,335
Total liabilities EEER 2,691 1,335
Total equity and liabilities BB EREE 24,220 39,722
Net current assets REBEEFE 1,745 3,441
These financial statements were approved and R-ZTF-_—_FHA+-H E=F
authorised for issue by the Board of directors on 13 eHERKETEZEVB®RE
May 2022 and are signed on its behalf by: WHIUTAETRERESE
CHAN Chun Kit CHAN Josephine Wai Sze
PR I % PREEFF
Director Director
EE EE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
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For the year ended 31 December 2021 B2 —EF = —#+_-H=+—HIFFE

41 Statement of Financial Position of the 41 A2 T B AR AT (@)

Company (Continued)
(b) Movements in components of reserve of (b) <7 5] fek 5 40 B Y 2 B
the Company
Share Other Accumulated
premium reserve losses Total
RpRE - HttRE  RHES @it

HK$'000 HK$'000 HK$'000 HK$'000
TEL TET TEL TET

Balance at 1 January 2020 RZBE_TF
— A—AfEHS 98,884 78 (60,742) 38,200

Loss and total comprehensive ~ FRBERZEH Y
expense for the year FekE] - - (9,833) (9,833)

Balance at 31 December 2020 HZZE-TH+_-H
=+—HmEH 98,884 78 (70,575) 28,387

Loss and total comprehensive ~ FRBEREE
expense for the year X B - - (16,858) (16,858)

Balance at 31 December 2021  HZZE=——4%+=FH
=+—HmEH 98,884 78 (87,433) 11,529
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For the year ended 31 December 2021 {2 —F = —F + - H =+ —HIFFZ

41 Statement of Financial Position of the 41 &2 T E AR TR (@)
Company (Continued)

(c) TEMBRARFHE
RBEBHRNONETENBRARFE

(c) Particulars of principal subsidiaries
Details of the principal subsidiaries at the end of the

244 mEmERERAT —T-—EEERS

reporting period are as follows: R
Place of Effective
incorporation Particulars of interest held
and business and issued share by the
Name type of legal entity capital Company  Principal activities
AL AR L IR AR i B ARRfE
£8 REieERER EBRTRAFE EREZ TEZEH
Solarday Investment Limited ~ Hong Kong, limited HK$20,000 100%  Restaurant operation
liability company
HERERRAA % BREMAR 20,0007 100% EEEE
QOrient Century Limited Hong Kong, limited HK$20,000 100%  Restaurant and Thai
liability company cuisine restaurant
operation
REBRAA % BREMAF  20,00087T 100% EBRER
HEZEZE
Great Virtue Investment Hong Kong, limited HK$10,000 100%  Ceased business
Limited liability company
EmRERRRA % BREMAR 10,0007 100% f2ILEE
Great Virtue (Hong Kong) Hong Kong, limited HK$10,000 100%  Restaurant operation
Investment Limited liability company
#m(BE)REBRAR BB ARAMERR 10000871 100% BigEE
Excel Linker (Hong Kong) Hong Kong, limited HK$1 100%  Ceased business
Limited liability company
&8 (B BRAA % BREMAR 1AL 100% f2ILEE
Smart Best (Asia) Limited Hong Kong, limited HK$100 100%  Ordering of food
liability company ingredient for the
Group
EE(GEMBRRT & BREARAR 10087 100% ARASEERM
FIEE(RIN)ERERADT  People’s Republicof  RMB23,530,000 100%  Restaurant operation
China, limited
liability company
MER ORI ERERAR  hEARLNE AR #23,530,0007C 100% EBEE
BREEATA
MERRI)ZLER People’s Republic of ~ RMB13,000,000 100%  Restaurant operation
BRAT China, limited
liability company
MER ORI ZEEEHR mEARLME - AR #13,000,0007C 100% EREE
AR AT BREERT



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
REMTEHRAMNEE @
For the year ended 31 December 2021 {2 —F = —F + - H =+ —HIFFZ

41 Statement of Financial Position of the 41 &2 T E AR TR (@)
Company (Continued)

(c) Particulars of principal subsidiaries (c) EEM B A AIFIE @

(Continued)

Place of Effective
incorporation Particulars of interest held
and business and issued share by the
Name type of legal entity capital Company  Principal activities
T AR L R A o B L NNETE 3
£8 RieERER ERITRAFE ERER TEER
FBEEE R E# People’s Republic o~ HK$5,000,000 100%  Ceased business
BRAT China, limited
liability company
MERBEE (RI)ER REARLME 5,000,000 7 100% FILEE
AR AT BEREAERA
FIBLE (R B8 People’s Republic of  HK$500,000 100%  Food counters of
ARAT China, limited selling cantonese
liability company dim sum
MERE (RY) BH mEARLME 500,000/ 7 100% HEEAKLHNR
BRRA BEREERA oI5 4
HESRRRARAA People’s Republic of ~ RMB3,750,000 100%  Food processing
China, limited
liability company
FEEREMARAA mEARLME AR 3,750,000 7T 100% RmiT
BREAATA
BR(EB)RMBERDA People’s Republicof  RMB5,500,000 70%  Ceased business
China, limited
liability company
BR(EB)RRABAR  FEARAAER- AR #5,500,0007C 70% FIEEE
BEREAATA

The above table lists out the subsidiaries of the
Group which, in the opinion of the Directors,
principally affect the results of the Group for the year
or form a substantial portion of the net assets of the
Group at the end of the year.

NEMBRRDEREETERA
HUAEEAFEXERERN
FELIEAEERNFEREEF
ENEABOMIE -

To give details of other subsidiaries would, in the
opinion of the Directors, result in particulars of
excessive length.

R Y IRy ) PN
BE3IHEETE -

None of the subsidiaries had any debt capital in issue
at the end of the year or at any time during the year.

RAFERRANFZAARREA
E PR R A BB TIEAMERSBR -
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For the year ended 31 December 2021 B2 —EF = —#+_-H=+—HIFFE

41 Statement of Financial Position of the 41 &2 T E AR TR (@)
Company (Continued)

(d) FEZERER
TRIEBRERR (N B — %
BEAFEREDRNOHMBRR) M
B -UTHEINBBHBEE
BAREARBIEE HATH SRR o

(d) Non-controlling interest
The following table lists out the information relating
to Yaoliang, the only subsidiary of the Group which
has a material non-controlling interest (NCI). The
summarised financial information presented below

represents the amounts before any inter-company

elimination.
2021 2020
—E-—F ZEZFF
HK$’000 HK$'000
FET FHET
NCI percentage EEREER S 30% 30%
Current assets MBEE - 8,350
Non-current assets EMEBEE - 17,493
Current liabilities mBEE (9,490) (10,555)
Non-current liabilities ERBBEE - (3,048)
Net (liabilities)/assets (B EEFE (9,490) 12,240
Carrying amount of NCI JEIERERREE (2,847) 3,672
Revenue Wz 15,731 13,621
Loss for the year FREE (21,528) (1,143)
Total comprehensive expenses 2HEMAX BT (21,730) (401)
Loss allocated to NCI DREEFFITERER A EE (6,519) (120)
Dividend paid to NCI BT RER AR R - -
Cash flows from operating KEFTHMBHEESRE
activities 3,046 3,032
Cash flows from investing REESMERERE
activities 1 (166)
Cash flows from financing BMEEHMFHEERE
activities (2,708) (5,216)
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For the year ended 31 December 2021 {2 —FE - —F+ - A =+—HItFZ

42 Share-Based Payment Transactions 42 RBPIRR S

Pursuant to the Company’s share option scheme (the
“Scheme”) adopted on 16 June 2016 for the primary
purpose of providing incentives to Directors, employees,
consultants, advisers, distributors, contractors, suppliers,
agents, customers, business partners and services
providers of the Group, the directors, employees,
consultant or adviser of the Group or any substantial
shareholder of the Group, or any distributors, contractors,
suppliers, agents, customers, business partners and
services providers may, at the discretion of the board, be
granted options (the “Options”) to subscribe for shares in
the Company at a price determined by its directors, but
shall not be less than the highest of (i) the closing price
of the Shares as stated in the Stock Exchange’s daily
quotation sheet on the date of the offer of grant, which
must be a trading day, (i) the average closing price of the
Shares as stated in the Stock Exchange’s daily quotation
sheet for the five trading days immediately preceding the
date of the offer of grant; and (i) the nominal value of the
Shares on the date of grant of the option.

Without prior approval from the Company’s shareholders,
the total number of shares in respect of which options
may be granted under the Scheme is not permitted to
exceed 10% of the shares of the Company in issue at
any point in time, and the number of shares in respect
of which options may be granted to any individual in any
one year is not permitted to exceed 1% of the shares of
the Company in issue at any point in time.

The Scheme will remain in force for a period of ten years
from the date of its adoption. Options granted must be
taken up not later than 7 days after the date of grant. A
consideration of HK$1 is payable on acceptance of the
offer of grant of an option.

The exercisable period of an option, which shall not
exceed 10 years from the date of grant, is determined by
the Board of Directors of the Company at their discretion.
No options have been granted since its adoption.

RERARBR -_FE—RFANA+TRAE
PR BT 8 ([RT81)) - =28
BRNRRAREES B HHAA-
REME -~ DHR AR e R
BEP EBBHLRBHERREHNE
B ExelERASEES  ES -
HAARERRAEEEFNERRR
RO R AR e KRR
EP EBRBHMRGHEFRLE
g ((EhkE) AZEEEEENE
BRBARRKSD  BEERTEHER
THz&m%E  (\ROREBRLED
FH(ASRSB) EBMXMEHRE
RATFINRTE - ()R REZIELE
WHEMAAER S B AEBRZE AR
BRI YT B P19 8 (i) R %
B ERRARBRDOEE -

RERRPIBREF LM A - RIEFH S
AR R MM E TR MDA
SHEAARRNREMFRREETRG
#10% » B A fa] — 4R 7] B A 17 f&
AREHBREREENRDEE TE
BEARABEREEEDETROD
1%

ZETEREERMEMES+FAR
BYNO - BREBROENZ BEFT
BRAERS NEMNBEREZOR -
AR E1ET -

BRETTEMMBAERHZ HEE
TEB+F AARREFTSHIBRE °
B ERAN AT - I SRR R AR
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43

44

Events after the reporting period

On 17 January 2022, the People’s Court of Pudong
New District of Shanghai* (/8 TR ¥ & A RART)
has accepted a civil action filed by two non-controlling
shareholders (one of them is a legal representative) of
a non- WhoIIy owned subsidiary in the PRC, F /& & #
B WA R R 7], regarding the request to liquidate the
non-wholly owned subsidiary. The court hearing of the
above legal action has been scheduled to begin on 23
May 2022. Based on the legal advice from the PRC
legal advisor, the directors of the Company are of the
view that the Group has valid grounds to oppose the
liquidation of the subsidiary as requested by the non-
controlling shareholders and expected that the above
legal action will not have any material adverse impact on
the business and/or operations of the Group.

Possible Impact of Amendments, New
Standards and Interpretations Issued
but not yet Effective for the year ended
31 December 2021

Up to the date of issue of these consolidated financial
statements, the HKICPA has issued a number of
amendments, new standards and interpretations which
are not yet effective for the year ended 31 December
2021 and which have not been early adopted in these
consolidated financial statements. These include the
following which may be relevant to the Group.

43

44

wREHZEE
RZE-—F—A+tR8 ' LBWH
RFBEBARZRZER —BHBEIER
EMBAR EEERERBERAFZ
WA IEERARR (AR —BRBEARK)
RECZREFAR EERBIEEZ2EN
BARETEE - FMUEEFDRZE
EMEER-_E-_—_FRA-+=
BB - RIETPEZEEZEMZEZE
R AREESRE ~&EEBEER
m&£&$%¢kkﬁﬁﬁﬁ”?w
NRZERK - FBH LA RFDE
\%ﬁ$$@2¥$&/%M$FE
ERERTF L -

BE-Z-_—F+_-HA=1—
BLEFEEEMESRERZ
Eg~%ﬂﬁﬁ&i%%ﬁ&

BHEWEGAMBmERTIZEB I

BEAEGHMASEEMEZERBEC
Z_—F+ZA=+t—-HIEFERER
B B R b S ?éﬁﬁi’%#&%?qlfﬁh
T WZ{ 5] FEERI R R o 2 F
FEANEEFE 2 ERBIEATRIE -

Effective for
accounting
periods
beginning

on or after
RUTBEHR
ZERBN
SHBER

HKFRS 17

(BAUBHREEDFETH (&g

Accounting Guideline 5 (Revised)

Insurance Contracts

Merger Accounting for Common

1 January 2023
—T_=F
—HA—H

1 January 2022

Control Combinations

(Bt E 55 (BIERT)

*  For identification purpose only
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e EERRE @
For the year ended 31 December 2021 &2 — & —

44 Possible Impact of Amendments, New 44 B@Z_—_ZT—-—%+=A
Standards and Interpretations Issued
but not yet Effective for the year ended

31 December 2021 (Continued)

—FEFZH=1F—HItFE

— 2= =+-
BLlEFEEBRMBERERZ
23] T EARZENEE
=% -3¢ §

Effective for
accounting
periods
beginning

on or after
RUTBE
ZERBN
SHBER

Amendments to HKAS 1
(BEAEGFTERDE1H (BFTA)

Amendments to HKAS 1 and
HKFRS Practice Statement 2
(BBGEIDE 1R REBVBRE
R EBREE 25 (BFTA)
Amendments to HKAS 8
(CEAGFTER)DESH (BFIAR)

Amendments to HKAS 12

(BFEGTERDE 125 (BFTA)
Amendments to HKAS 16
(FEGERDE165E (BFTA)
Amendments to HKAS 37
(FEEFTERI)E 375 (BFTA)
Amendments to HKFRS 3
(BEMBREELDFE IR (EFTA)
Amendments to HKFRS 10 and

HKAS 28

(BEMBREEDF 105 R
(FREHER)E 285 (BRI A)

Classification of Liabilities as Current or
Non-current

BEIBEARBAIERD
Disclosure of Accounting Policies
SRR RKE

Definition of Accounting Estimates

SRHEENER

Deferred Tax related to Assets and
Liabilities Arising from a Single
Transaction

REE-—RHGNEENBENHER
RIER IR

Property, Plant and Equipment:
Proceeds before Intended Use

ME - BENEE - BERENME
FIE

Onerous Contracts — Cost of Fulfiling a
Contract

EBRESH-EITAKMNAR

Reference to the Conceptual
Framework

HELSER R

Sale or Contribution of Assets between
an Investor and its Associate or Joint
Venture

KEEHHEBENRHEE QA

ZEHELEREE

1 January 2023

—E-=4F
—A—H

1 January 2023
—E-=F
—H—H

1 January 2023

—A—H
1 January 2023

—ZEZ=F
—A—H
1 January 2022

—H—H
1 January 2022

—H—B
1 January 2022

—E-F—H—H
To be determined

HFE
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For the year ended 31 December 2021 {2 —F = —F + - H =+ —HIFFZ

44 Possible Impact of Amendments, New 44 BZ=-_ZE=-—f+=-H=+—
Standards and Interpretations Issued HEFEEEMFEESRERZ
but not yet Effective for the year ended &3] - FETEARRENEE
31 December 2021 (Continued) € @

Effective for

accounting

periods

beginning

on or after

RUT AR

ZEREN

B HBEN

Annual Improvements to HKFRSs 2018- Amendments to HKFRS 1, HKFRS 9, 1 January 2022
2020 Cycle HKFRS 16 and HKAS 41

—E-NFEZT-_TFHEH (BAVBREEADE 1SR (BF T _F—H—H

(BB B HmEER) B FEBuE B mERERDEIWR (BB

WMEEADE 16K (BB
ZERIN & 41 5% (18ETA)

HK Interpretation 5 (2020) Presentation of Financial Statements 1 January 2023
— Classification by the Borrower
of a Term Loan that Contains a
Repayment on Demand Clause

(BERB)ESR (ZE_Z4F) MBEmRINM—ERAGERER —T_=F—-H—H
BRGFHNTEHERN DR

These standards are mandatorily effective for first ZEREAB T _—_F—-—A—AHAzxk<
annual period beginning on or after 1 January 2022. At ‘e E EFE R ER R
this stage, the Group does not intend to adopt these APEEL - NEETE N E A KB BAT
standards before their effective date. The Group has not RNz F R - REE I &R AT E A
early applied the new and revised HKFRSs that have ZECHEME B RER 2 G REE
been issued but are not yet effective. FICE B BmELER]) o

The Group is in the process of making an assessment AEBERENEZSEREAHE VR
of what the impact of these developments is expected FEFHHWT%XZ%; 025 AEED
to be in the period of initial application. So far it has EmERMRELE TG HESH
concluded that the adoption of them is unlikely to i‘%#ﬁi‘%?&iﬁ%’a

have a significant impact on the consolidated financial

statements.
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FINANCIAL SUMMARY

B E
RESULTS S
Year ended 31 December
BE+-A=t-HLEE
2021 2020 2019 2018 2017
“EZ-F ZE-%F —Z-NFE ZE-)\§ ZZT—+F
HK$'000  HK$000  HK$000  HK$000  HK$'000
TET THT THET THET THT
Revenue Wz 274,566 236,397 352,861 360,509 307,001
(Loss)/Profit before income tax B Fi i A1 (E548) /% 7 (101,308) (40,850) (50,093) 5,007 30,109
Income tax Fi5# 1,150 74 (9,248) (2,745) (6,921)
(Loss)/Profit for the year FR(BEB),/ &7 (100,158) (40,776) (59,341) 2,262 23,188
Attributable to: AT AL FELS
Owners of the Company N/NCIETZ=UN (92,450) (39,817) (59,341) 2,262 23,188
Non-controling interests R (7,708) (959) - - -
(100,158) (40,776) (59,341) 2,262 23,188
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FINANCIAL SUMMARY (Continued)
EEE @)

Assets, Liabilities and Non-Controlling ¥%E - 8ERFERER
Interests

Year ended 31 December
BZ+-A=1t-HILEE
2021 2020 2019 2018 2017
“E--F ZZ2ZF —T-NE T\ ZT—LF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET TET FTEX TET TET

Total assets BELR 206,513 330,700 374,672 181,261 198,918
Total liabities g0 (245513  (270646) (281873  (57.978  (62520)
Nt (iabilties)/assets F(BR)/BE (30,0000 60054 92799 123283 136,308
Non-controlling interests FERER 3,682 (4,105) - - -

(Deficit)/Equity attributable to the AN 22 B BB A FE1h
owners of the Company (B4 #= (35,318) 55,949 92,799 123,283 136,398

The financial information for the years ended 31 December #HZ-ZT—+% —ZT—)\F - —ZT—hF -

2017, 2018, 2019, 2020 and 2021 is extracted fromthe —E_TFK_T_—F+_HA=+—H
consolidated financial statements in the Company’s annual It FE 2 HEER IR B A QR FERPH
reports. IRE B HE -

The summary above does not form part of the audited  FiifEI TEXEEZEAPTBHBIHRERD
consolidated financial statements. — &5 o
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