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

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

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

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

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

FTHRBES

Dear Shareholders,

On behalf of the board (“Board”) of directors (“Directors”) of China
Demeter Financial Investments Limited (the “Company”
with its subsidiaries, the “Group”), it gives me great pleasure to
present to you the annual report for the year ended 31 December 2020.

, together

RESULTS PERFORMANCE

For the year ended 31 December 2020, the Group recorded
revenue of approximately HK$136,872,000 (2019: approximately
HK$96,912,000). Loss attributable to owners of the Company
amounted to approximately HK$28,453,000 (2019: approximately
HK$104,211,000). The net loss attributable to owners of the Company
for the year ended 31 December 2020 was mainly attributable to fair
value loss on financial assets through profit or loss of approximately
HK$3,457,000, the impairment loss of loans and interest
receivables of approximately HK$4,310,000, the impairment loss
of property, plant and equipment of approximately HK$11,849,000
and the general and administrative expenses of approximately
HK$100,080,000, which were offset by loan interest income of
approximately HK$5,901,000, income from food and beverage
business of approximately HK$106,926,000, income from alcoholic
beverage distribution and miscellaneous business of approximately
HK$14,224,000, income from children education business of
approximately HK$4,287,000, income from financial services
business of approximately HK$5,433,000, the COVID-19-related rent
concessions of approximately HK$4,844,000 and the government
grant of approximately HK$6,767,000 in respect of COVID-19-related
subsidies.

BUSINESS PERFORMANCE

During the year, the Group used its surplus liquidity to fund its money
lending business through its indirectly wholly-owned subsidiaries.
Loan interest income under this business segment amounted to
approximately HK$5,901,000 during the year (2019: approximately
HK$8,476,000). During the year, interests of the loan receivables were
charged at rates ranging from 8% to 24% per annum.
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Chairman's Statement (Continued)

The Group has investments in securities of listed and non-listed
companies, debt securities and funds in order to diversify its
investment portfolios and increase returns to shareholders. During the
year, the Group recorded a loss in fair value of financial assets through
profit or loss of approximately HK$3,457,000 and recognised a loss
in debt instruments at fair value through other comprehensive income
of approximately HK$400,000. The Board will continue to closely
monitor the performance of securities and investments to mitigate
possible financial risks.

The turnover of the alcoholic beverage distribution and miscellaneous
business for the year amounted to approximately HK$14,224,000
(2019: approximately HK$12,314,000). The Group will monitor the
performance of the business to assess the future development.

The turnover of the children education business for the year
amounted to approximately HK$4,287,000 (2019: approximately
HK$5,427,000). Since February 2020, many parents withdrew their
children from classes because of the COVID-19 outbreak. The Board
considers that such impact will be continued in the first half of the
year 2021.

During the year, the Group develop the food and beverage business in
the operation of Japanese cuisine, western food and Thai food in Hong
Kong and the Directors believe that opportunities in Japanese style
restaurants in Hong Kong are promising in light of the established but
fragmented market. The turnover of the food and beverage business
for the year amounted to approximately HK$106,926,000 (2019:
approximately HK$68,793,000).

Moreover, as a result of the continuous outbreak of the swine fever
and the outbreak of COVID-19 in various provinces and regions in the
People’s Republic of China, the operations of the Group’s feedstock
products business has been temporarily suspended in February 2020
and in April 2020, the Group disposed of Tony China Limited, a non-
wholly owned subsidiary of the Company, which group principally
engaged in manufacturing and distribution of feedstock products and
related activities. Upon completion of such disposal, the Group has
discontinued to engage in the agricultural business.
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Chairman's Statement (Continued)

FTREBSE(E)

BUSINESS PROSPECTS

The past year has been extremely challenging for all businesses
around the world. Particularly, in Hong Kong, the social events were
followed by the onset of the unprecedented and protracted COVID-19
pandemic, making a year full of unrelenting pressure on the normal
operations of the Group. The ongoing China-US tensions also added
uncertainties to the market. Among other initiatives taken in response
to the year’s events, we moved rapidly to control costs in a number
of different areas, and the savings we achieved in major expenses
such as labor costs and rents helped to some extent to offset the drop
in revenue caused by COVID-19. We were also able to benefit from
various temporary subsidy schemes provided by the government.

Despite the overall catering business has been affected by COVID-19,
the Group will use the opportunity to optimize its restaurant network
through consolidation and relevant expansion, all of which will be
carefully considered based on such factors as population density, local
retail and business attractions, demographics, consumption patterns,
etc. Meanwhile the Group will enhance the computerized systems
not only providing more user-friendly experience to customers, but
also helping the Group analyze from customer data collection, detect
earlier the emerging trends and adopt effective adjustment of menus
and marketing campaigns. It will therefore make good use of current
opportunities to review internal operations and production processes
so as to lay a solid foundation for long-term development.
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Chairman's Statement (Continued)

Hong Kong, as the largest offshore RMB centre, is uniquely placed to
act as a global connector between international and Mainland Chinese
markets. 2020 was a challenging year, Hong Kong financial markets
yet played an active role in support of Mainland outbound portfolio
diversification, as well as enabling global access to Mainland securities
investments as evidenced by the record high turnover and the amount
of the fundraising. Since 2016 the Group has been offering brokerage
and related services as well as money lending in Hong Kong and then
strategically entered into Food and Beverage business. The philosophy
behind this multi-engine model is that these businesses aim to provide
stable returns and strong cash flows, while the Group will continue to
seek new income streams and opportunities for increasing returns in
support of the existing segments.

Leveraging on the solid foundation supported by its existing core
businesses, the Group will formulate business strategies according
to the market trends and continue to explore new investment
opportunities, in an effort to enhance the Group’s long term
profitability. In addition, the Group will carefully review the
development in all segments, and will allocate more resources to the
business with sustainable growth potential. We are confident that the
current swings will smooth out and that our foundation and longer-
term investment horizon put us in a position to be patient and prudent as
we navigate these turbulent markets.

Finally, I would like to express my sincere gratitude to all our
customers, investors, suppliers, business partners and shareholders for
their continued valuable support and trust during the year. My heartfelt
thanks are also to my fellow directors, the management team and the
staff for their exemplary performance and support. As always, they
have contributed greatly to the continued success of the Group.

Ng Man Chun Paul
Chairman

Hong Kong, 24 March 2021
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Management Discussion and Analysis

ﬁﬂla'il'ﬁl}yﬂiﬁ

FINANCIAL AND BUSINESS REVIEW

China Demeter Financial Investments Limited (“Company”
and, together with its subsidiaries, the “Group”) recorded a net
loss attributable to owners of the Company of approximately
HK$28,453,000 for the year ended 31 December 2020 (“Year”) (31
December 2019: approximately HK$104,211,000). This was mainly
attributable to the fair value loss on financial assets through profit
or loss of approximately HK$3,457,000, the impairment loss of
loans and interest receivables of approximately HK$4,310,000, the
impairment loss of property, plant and equipment of approximately
HK$11,849,000 and the general and administrative expenses of
approximately HK$100,080,000, which were offset by loan interest
income of approximately HK$5,901,000, income from food and
beverage business of approximately HK$106,926,000, income
from alcoholic beverage distribution and miscellaneous business
of approximately HK$14,224,000, income from children education
business of approximately HK$4,287,000, income from financial
services business of approximately HK$5,433,000, the COVID-19-
related rent concessions of approximately HK$4,844,000 and the
government grant of approximately HK$6,767,000 in respect of
COVID-19-related subsidies.

Revenue for the Year increased by approximately 41.2% to
approximately HK$136,872,000 (31 December 2019: approximately
HK$96,912,000), while gross profit for the Year was approximately
HK$86,187,000 (31 December 2019: approximately HK$62,741,000).
Revenue for the Year comprised dividend income from listed equity
investments amounting to approximately HK$101,000 (31 December
2019: approximately HK$86,000), loan interest income amounting
to approximately HK$5,901,000 (31 December 2019: approximately
HK$8,476,000), provision of financial services amounting to
approximately HK$5,433,000 (31 December 2019: approximately
HK$1,816,000), alcoholic beverage distribution and miscellaneous
business amounting to approximately HK$14,224,000 (31 December
2019: approximately HK$12,314,000), food and beverage business
amounting to approximately HK$106,926,000 (31 December 2019:
approximately HK$68,793,000), and provision of children education
services amounting to approximately HK$4,287,000 (31 December
2019: HK$5,427,000).
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Management Discussion and Analysis (Continued)

General and administrative expenses for the Year increased to
approximately HK$100,080,000 (31 December 2019: approximately
HK$100,266,000). Such increase was mainly due to inclusion of the
operating expenses of the newly opened restaurants of the food and
beverage business of the Group to the administrative expenses of the
Group during the Year.

AGRICULTURAL BUSINESS

As a result of the continuous outbreak of the swine fever and the
outbreak of COVID-19 in various provinces and regions in the
People’s Republic of China, the operations of the Group’s feedstock
products business has been temporarily suspended in February 2020.
In April 2020, the Group disposed of Tony China Limited, a non-
wholly owned subsidiary of the Company, which group principally
engaged in manufacturing and distribution of feedstock products and
related activities. Upon completion of such disposal, the Group has
discontinued to engage in the agricultural business. For details, please
refer to the announcements dated 21 February 2020 and 22 April 2020.

MONEY LENDING BUSINESS

The licensing of money lenders and regulation of money-lending
transactions are governed by the Money Lenders Ordinance, Chapter
163 of the Laws of Hong Kong, in which a person or company
carrying on business as a money lender in Hong Kong must obtain a
money lender licence.

The market of money lending business by licensed money lenders
in Hong Kong is keen and competitive. Based on the list of existing
money lenders licensees as maintained by the Registrar of Companies
in Hong Kong, there were more than 2,390 licensed money lenders
(including applications for renewal in progress) in Hong Kong as at 31
December 2020.
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Management Discussion and Analysis (Continued)
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The scope of money lending services provided by licensed money
lenders generally includes personal loans, business loans and mortgage
loans. Within a loan category, the interest rates, the length of term of
loan and choice of instalments vary with each licensed money lender.
In addition to competition with other licensed money lenders, licensed
money lenders also compete with authorised institutions such as
banks, restricted licensed banks and deposit-taking companies in the
provision of money lending services, although licensed money lenders
may offer an advantage in providing loans with simpler approval
procedures and greater flexibility.

Therefore, in view of the competitive landscape of the money lending
business in Hong Kong, to reach potential borrowers who might
compare lending services and products across various options, the
brand exposure and target market are important to a licensed money
lender.

The Group’s money lending business does not generally target the
general public. In order to differentiate itself from other licensed
money lenders in the market, the target customers of the money
lending business of the Group are mainly as follows:

(1) as regards personal loans, the Group targets well-heeled and
reputational customers, the occupations of which ranged from
executives, businessmen to professionals; and

(i) as regards business loans, the Group targets well-established
companies with business operations in Hong Kong and/or the
PRC.

For the year ended 31 December 2020, the Group mainly provided
term loans to individuals and companies where interests are payable
by tailor-made schedule at fixed interest rate. For the year ended
31 December 2020, the Group has granted a loan to a connected
person of the Company. Please refer to the section headed “Corporate
Governance Report —
consolidated financial statements of this annual report.

Connected Transactions” and note 41 to the
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Management Discussion and Analysis (Continued)

As at 31 December 2020, personal loans represented all in value of
the Group’s total active and outstanding loan portfolio. All of the
customers in the Group’s money lending business are either Hong
Kong or PRC residents or companies with business operations in
Hong Kong and/or the PRC and come from referral from the business
partners of the Group.

The majority of our loans are short-term loans repayable within a year.
As at 31 December 2020, 98% of outstanding loan balances were
short-term loans repayable within one year and 2% of outstanding loan
balances were long-term loans repayable beyond one year.

As at 31 December 2020, the effective interest rate of the active and
outstanding loans in the loan portfolio of the Group’s money lending
business ranged from approximately 8% to 24% per annum. Most
of the loans granted by the money lending business of the Group
are unsecured loans. To justify the higher credit risk, the Group
typically charge a higher interest rate. Unsecured loans represented
approximately 81% of the Group’s total active and outstanding
loan portfolio as at 31 December 2020. All such unsecured loans
were advanced to individuals, who are well-heeled and reputable
and therefore, the Group has not requested for additional personal
guarantees in respect of such loans.

Given that the majority of the loans granted by the Group’s money
lending business are short-term loans provided to our customers who,
as mentioned above, were well-heeled and reputable individuals who/
which need short-term financing for personal/business needs, the
collateral requirement was not viable as it was inconvenient to provide
collaterals for short-term loans. Moreover, the creation and release of
collaterals for short-term loans will create unnecessary administrative
cost to the Group. In view of the higher underlying credit risk and
lack of collateral, the Group could typically charge higher interest
rates. Also, the Group usually required customers to provide signed
and post-dated bank cheques with payments in accordance with tailor
made repayment schedules.
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Management Discussion and Analysis (Continued)
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For certain corporate customers, the Group has requested personal/
corporate guarantees in order to enhance the recoverability of the
loans. In determining whether a personal/corporate guarantee is
required to add further security for the loan, the Group will consider,
on a case by case basis, the reason for the borrowing, the credit history
of the borrower with the Group, the borrower’s financial background
and the Group’s credit exposure for the loan. As at 31 December 2020,
loans which are backed by personal guarantees/mortgages in respect
of a property represented approximately 19% in total number of
loans, and approximately 16% in value of our Group’s total active and
outstanding loan portfolio.

The outbreak of COVID-19 has undoubtedly presented difficult
challenges to the business environment of the money lending business
segment. The overall business environment was affected by the
global worsening economy and a series of precautionary and control
measures implemented by the government of Hong Kong to prevent
the spread of COVID-19. It was expected that the prevailing adverse
financial and economic situation also posed negative impacts on the
financial position of the borrowers and the resulting uncertainties may
bring adverse impact to the money lending business segment of the
Group in the short term.

With the expectation of the headwind for many businesses in 2021, the
Group will strive to maintain the recoverability of the principal and
interest of the loans under the money lending business segment. For
a better reallocation of the Group’s resources, the Group is planning
to either maintain the current scale or even downsize the scale of
operation for the money lending business segment so as to reduce the
credit risk during these uncertain times.

During the Year, the Group used its liquidity to fund the money
lending business, loan interest income from this business segment
amounted to approximately HK$5,901,000 during the Year (31
December 2019: approximately HK$8,476,000).

For the Year, impairment loss on loans and interest receivables and
loan to joint venture from two unsecured loans was made. Such
impairment loss amounted to approximately HK$2,142,000 and
HK$2,168,000 respectively, which represented approximately 14.2%
of gross loans and interest receivables as 31 December 2020. The
impairment was made after considering the recoverability of the loan
and the related interest.
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Management Discussion and Analysis (Continued)

Credit Policy and Loan Approval Process

The board (“Board”) of directors (“Directors”) of the Company has
set up a credit committee (“Credit Committee”) and adopted a credit
policy for the credit approval procedures. The Credit Committee has
full authority to deal with all credit matters. The members of the Credit
Committee are appointed by the Board and the quorum of the Credit
Committee is at least two committee members.

The primary duties of the Credit Committee are, among other things,
to approve and oversee the credit policy of the Group’s money
lending business and to monitor our loan portfolio. The credit policy
of the Group’s money lending business is subject to the review and
amendments by the Credit Committee and the Board from time to time
in line with changes in market environment. Given the fast changing
environment, the Board and the Credit Committee endeavor to review
the credit policy at least once a year.

Loan applications are generally received by the Credit Committee
members, who are responsible for verifying the loan application
documents and processing the loan applications. Credit Committee
members are the main contact point with the customers, and are
responsible for collecting the customers’ information and handling
loan application documents throughout the loan application process.

After receiving of the loan applications, the Credit Committee will
perform the credit assessment procedures to assess the repayment
ability of customers. The Group has set out strict credit check
procedures to verify the credit worthiness of the customers. As each
loan is different and unique, the Group does not have any specific
quantitative conditions or criteria imposed for approving its loan. Each
loan is decided on a case-by-case basis.

The following is a summary of the general guidelines of assessing the
loan applications by the Credit Committee:

(1) Identity proof — such as identity card and passport (for
individuals) and business registration certificate, certificate of
incorporation and the constitutional documents (for corporate
entities) must be verified;

(2) Address proof — such as utility bills, bank/credit card statements
or formal correspondence issued by a government or statutory
body is required to be produced;
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Management Discussion and Analysis (Continued)
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(3) Repayment ability assessment — to assess and justify the
repayment ability of the customer, criteria such as availability of
guarantor, the background of the customer, and where applicable,
the past payment record and any other relevant information are
to be considered. The Credit Committee may request further
information from the customer including but not limited to the
followings: tax demand note, tax return, bank book record,
bank statement, payroll slip, MPF statement, employer’s letter,
employment contract, rental income receipt, tenancy agreement,
financial statements, and auditor’s report etc.; and

(4) Legal search — a legal search will be conducted on the customers
(and as the case may be, the guarantors) to ascertain if the
potential borrowers have any prior legal cases in the past, which
may cast doubt on credit worthiness and repayment ability.

As with the credit assessment of borrowers, guarantors who provide
personal/corporate guarantee in favour of a loan are also required
to meet the same basic eligibility and approval criteria, and will be
required to go through the same verification and approval procedures.

The Credit Committee members will also be responsible for
determining the interest rates charged to the customers, having taken
into consideration factors such as the credit risks of the customers,
their recoverability and the prevalent market interest rates. Typically,
higher interest rates will be charged for unsecured loans to justify the
higher credit risk.

After credit assessment and review of the loan applications by the
Credit Committee, loan documents will be prepared and the loans will
be recommended to the directors of the wholly-owned subsidiaries
of the Company which operates the money lending business for final
approval.

If the applicable percentage ratios as defined under the GEM Listing
Rules in respect of the making of the loan under the loan application
would constitute a discloseable transaction of the Company pursuant
to Chapter 19 of the GEM Listing Rules, the loan application will be
forwarded to the Board and a meeting of the Board will be held to
consider and approve the loan application. It is the Group’s policy not
to make any advance to a borrower if such a proposed loan transaction
will constitute a major transaction or above under the GEM Listing
Rules.
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Management Discussion and Analysis (Continued)

FINANCIAL SERVICES BUSINESS

During the Year, revenue from external customers of China Demeter
Securities Limited (“CD Securities”) amounted to approximately
HK$5,433,000 (31 December 2019: approximately HK$1,816,000).
CD Securities is a wholly-owned subsidiary of the Group, principally
engaged in advising on securities, dealing in securities and asset
management and is a licensed corporation in Hong Kong to carry out
Type 1 (dealing in securities), Type 4 (advising on securities) and
Type 9 (asset management) regulated activities under the Securities
and Futures Ordinance (Chapter 571 of the Laws of Hong Kong) (the
“SFO”).

The financial services business of the Group principally refers to
the acting as an intermediary between buyers and sellers of listed
securities in Hong Kong. The sources of income of CD Securities
include (i) commission from brokerage services; (ii) interest
income from margin financing customers; (iii) management fee
and performance fee from providing asset management services to
customers; and (iv) underwriting or placing commission income
from acting as an underwriter or placing agent of the listed issuers or
brokers.

Through CD Securities, which is an Exchange Participant and a direct
clearing participant of HKSCC, the Group offers securities dealing and
brokerage services to its customers for investing securities listed on the
Stock Exchange, including stocks, derivatives and debt instruments.
Brokerage commission is derived from providing a trading system for
customers to trade securities via the trading platform established by
the Stock Exchange.

The margin financing business mainly targets active trading customers
with substantial amount of assets (principally comprised of listed
securities) who intend to utilise the value of such assets without losing
the title thereto to increase its investment portfolio. Interest income is
derived when CD Securities lends the customers monies against the
pledge of their assets held in CD Securities account as collateral. In
case of their default in repayment, CD Securities is allowed to sell the
assets in the account to recover the loss.

Asset management services are targeted at investors who wish to gain
in assets but have insufficient time to manage their investments and
insufficient capital to engage the services provided by investment
banks. By leveraging on the experiences of the asset management
team, it could help to achieve the investment objective of the
customers. The Group could also generate revenue from the asset
management business by receiving monthly management fee and
performance-based incentive income.
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Management Discussion and Analysis (Continued)
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CD Securities also provides placing and underwriting services by
acting as underwriter, sub-underwriter, placing agent or sub-placing
agent in fundraising activities conducted by issuers in both initial
public offerings and secondary fundraising. CD Securities also assists
companies listed or to be listed on the Stock Exchange in securing
investors. In return, CD Securities is able to receive commission
from the listed companies and the customers with accounts in CD
Securities.

Given the quantitative easing among countries, the interest income
from margin financing services and the commission from brokerage
services will maintain a steady growth. In light of the expected
incoming initial public offerings of companies from the PRC and
increasing demand for financing from the existing company to sustain,
it is expected that underwriting or placing commission income for this
business segment will increase.

SECURITIES INVESTMENT BUSINESS

The Group’s diversified securities investment portfolios cover both
listed and non-listed companies and debt securities, in order to
diversify its investment portfolios and increase returns to shareholders.
The financial assets at fair value through profit or loss held by the
Group were all shares of listed companies in Hong Kong. The fair
value change of the debt securities were recognised in debt instruments
at fair value through other comprehensive income.

During the Year, the Group recorded loss from the changes in fair
value of financial assets through profit or loss of approximately
HK$3,457,000 (31 December 2019: approximately HK$5,634,000),
gain from the changes in fair value of equity instruments through other
comprehensive income of approximately HK$300,000 (31 December
2019: loss of approximately HK$2,072,000) and loss from the changes
in fair value of debt instruments through other comprehensive income
of approximately HK$400,000 (31 December 2019: approximately
HK$209,000).

The Directors consider that an investment in the equity securities and
the debt securities with a carrying value of 5% or more of the net asset
value of the Group as at balance sheet date as significant investments
(the “Significant Investments”). As at 31 December 2019 and 31
December 2020, the Group did not hold any Significant Investments.
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Management Discussion and Analysis (Continued)

The Group will continue to review the portfolio in order to decide
whether to invest, enjoy the capital gains or stable cash inflow from
dividends and coupon payments.

ALCOHOLIC BEVERAGE DISTRIBUTION AND
MISCELLANEOUS BUSINESS

Aiming to diversify the business profile of the Group, Eternal Code
Holdings Limited (“Eternal Code”), a wholly-owned subsidiary of
the Group as the purchaser, Nice Fund Limited (“Nice Fund”), a
company incorporated in Hong Kong as the seller, and the ultimate
beneficial owners of Nice Fund and also the directors of Belicious (HK)
Limited (“Belicious”), as the guarantors, entered into a memorandum
of understanding on 9 February 2018, and further entered into the sale
and purchase agreement (the “Belicious SPA”) on 29 March 2018, in
relation to the sale and purchase of (i) all the issued shares of Belicious
(collectively, the “Sale Shares™); and (ii) the sale debts representing
the entire shareholder’s loan owing by Belicious to the seller at
completion, at an aggregate cash consideration of HK$23 million.
According to the terms of the Belicious SPA, Nice Fund and the
guarantors guaranteed to Eternal Code that the average of the audited
net profit after tax for each of the year ended 31 December 2018 and
the years ending 31 December 2019 and 31 December 2020 shall
not be less than HK$3,000,000 (the “Guaranteed Average PAT”).
Following the signing of the supplemental agreement on 20 April
2018, completion of the acquisition took place and Belicious became
a wholly-owned subsidiary of the Group, and its financial results was
consolidated into the consolidated financial statements of the Group.

Belicious is principally engaged in distribution of alcoholic beverage
in Hong Kong. It is expected to have a positive impact on the
operations, financial results and profitability of the Group. During
the Year, revenue from the distribution of alcoholic beverage and
miscellaneous business amounted to approximately HK$14,224,000
(31 December 2019: approximately HK$12,314,000).
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For the three financial years ended 31 December 2020, the profit after
tax of Belicious and its subsidiaries was approximately HK$1,671,000,
HK$2,615,000 and HK$4,778,000 based on its audited accounts.
According to the Belicious SPA, in the event that the amount of
the average audited net profit after tax attributable to the owners
of Belicious for each of the year ended 31 December 2018 and the
years ending 31 December 2019 and 31 December 2020 (the “Actual
Average PAT”) is less than the Guaranteed Average PAT, Nice Fund
and the guarantors shall jointly pay, in cash or immediately available
funds, to Eternal Code a sum (the “Shortfall Compensation™)
calculated according to the following formula:

A=B-0C)x8
Where:

A s the Shortfall Compensation provided that such amount shall
be capped at HK$9,000,000;

B is the Guaranteed Average PAT; and

C  isthe Actual Average PAT.

As at the date hereof, the Nice Fund and the guarantors met the Actual
Average PAT. The Actual Average PAT realised by Belicious and
its subsidiaries for the three years ended 31 December 2020 was
approximately HK$3,021,000 and exceeded the Guaranteed Average
PAT. Accordingly, no Shortfall Compensation will be payable by Nice
Fund and the guarantor.

The alcoholic beverage distribution and miscellaneous business
segment generates revenue and profit by principally selling alcoholic
beverages. Belicious works together with exclusive brewery partners
from Europe to maintain and increase their market presence in Asia.
Belicious imports and distributes alcoholic beverages such as premium
Belgian beer, handcrafted beer, wine and whisky. In addition, due
to the COVID-19 outbreak, Belicious and its subsidiaries have also
engaged in distribution of certain miscellaneous items such as masks,
anti-epidemic and cleaning products.

Due to the global travel restrictions resulting in logistic difficulties
brought about by the COVID-19 pandemic in 2020, the Group has
reduced the import and distribution of premium beer from Belgium.
The Group hence reinforced its sales of premium wine and whisky
to well-off individuals and collectors whose purchasing powers are
relatively strong.
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Management Discussion and Analysis (Continued)

FOOD AND BEVERAGE BUSINESS

During the Year, food and beverage business is one of the Group’s
principal business through operating of restaurants serving Japanese
cuisine, Thai food and western food in Hong Kong and Singapore.
During the Year, the revenue from food and beverage business
amounted to approximately HK$106,926,000 (31 December 2019:
approximately HK$68,793,000).

As at 31 December 2020, the Group has a total of 12 restaurants in
Hong Kong and 3 restaurants in Singapore (2019: 9 restaurants in
Hong Kong and 1 restaurant in Singapore). The Group commits to
offering customers high-quality ingredients from the origin of the
country at an affordable price under its food and beverage business.
The Group has developed different brands in its brand portfolio to
capture a broad spectrum of customers. The Group mainly focus on
the residential area and most of the Group’s restaurants in Hong Kong
are located in major shopping malls in various residential regions in
Hong Kong.

Upon the return of the food and beverage business as one of the
principal business of the Group in 2018, and in the inception of
business development of such business segment, the Group entered
into management agreements with a restaurant operator, who has
extensive experience of restaurant management in the industry, to
allow the Group’s restaurants to operate smoothly while expanding
the brand portfolio of the food and beverage business of the Group.
Since the second half of 2019, the Group has set up a management
structure designed to promote efficiency in supervising, directing and
supporting the Group’s restaurant operations that while the restaurant
operator is now only responsible for frontline day-to-day operations,
procurement and marketing matters of the restaurants, the Group
has taken up the overall direction, decision making and accounting
functions of the business segment.

Regarding the impairment loss on property, plant and equipment
of HK$11,849,000 recorded for the year ended 31 December 2020,
approximately HK$11,030,000 were impairment of right-of-use assets
(included in the property, plant and equipment) which are the leases of
the restaurants in the Group’s food and beverage segment.
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Management Discussion and Analysis (Continued)
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During the Year, the COVID-19 outbreak has brought huge negative
impacts on the global and local economy. Since January 2020,
COVID-19 cases have started to be reported in Hong Kong and that
the number of confirmed cases has increased since February 2020.
The Hong Kong government announced a number of measures such as
quarantine orders for people who had been to the countries with a Red
Outbound Travel Alert, promoted social distancing and encouraged
the employers for voluntary work from home arrangement. The impact
resulted from the COVID-19 and the related measure was reflected
by a significant drop in the revenue for the Hong Kong food and
beverage industry. Due to the COVID-19 situation, dine-in services
at restaurants was extended to 10 p.m. from 18 February 2021. Hong
Kong’s epidemic situation, remains volatile up to the report date.

It was expected by the food and beverage industry that the Hong
Kong Government may likely, among other things, implement
stringent measures on the catering industry to reduce social contacts
and gatherings in response to the epidemic situation currently in
place will be maintained. As a result after considering the above, the
management concluded that there was an indication for impairment
on the Group’s assets and conducted impairment assessments on
recoverable amounts of property, plant and equipment and right-of-use
assets in relation to the food and beverage business as at 31 December
2020, and the management had performed an impairment assessment
on the Cash-generating units (“CGUs”) of food and beverage business
segment and estimate the recoverable amount of the asset for the Year.

Assessment was made by the management to consider whether there
are any indication for impairment on the individual assets of the
Group. Indications for impairment would include internal source of
information and external source of information: (a) whether the group
of CGUs is be loss-making as a whole for the financial year that the
economic performance of an asset is, or will be, worse than expected,
while losses caused by pre-operating expenses of new shops will be
disregarded for this purpose; (b) significant changes with an adverse
effect on the entity have taken place during the period, or will take
place in the near future, in the economic or legal environment in which
the entity operates or in the market to which an asset is dedicated
or in the extent to which, or manner in which, an asset is used or
is expected to be used; (c) evidence is available of obsolescence or
physical damage of an asset; and (d) whether there are any extenuating
circumstances which would require the management to perform an
impairment assessment.
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Management Discussion and Analysis (Continued)

In conducting impairment assessments, the management performed
impairment assessment of the carrying amounts of the Group’s
property and equipment, right-of-use assets and intangible assets
as at 31 December 2020. Since there are insufficient comparable
transactions in the market as at the year-end date, the management
performed impairment assessment of the carrying amounts of each
CGU as at 31 December 2020 by estimating their value in use.
The calculation of value in use of the relevant assets subjected to
impairment testing are by reference to the present value of the estimated
future cash flows expected to derive from the assets.

Based on result of the assessments, impairment loss was recognised
on the restaurants which generated net cash inflow but recoverable
amount is less than the CGU’s carrying value; for those restaurants
which would not generated a net cash inflow, all the relevant
assets allocated have been fully impaired as at 31 December 2020.
Impairment loss was recognised and allocated on a systematic basis
over the carrying value of assets.

The overall turnover for 2020 of food and beverage business segment
suffer a decrease in revenue for restaurants that were in full operation
throughout the comparable year by 18% in 2020 due to the COVID-19
pandemic becoming more serious and the implementation of measures
for restaurants, including the banning of dining in after 6 p.m. by
the Hong Kong Government during the Year. However, the overall
turnover from food and beverage business segment increased 55%
when compared with last year. It is mainly due to the Group has
opened 3 new restaurants in Hong Kong in the second quarter of 2020
and there are 9 (2019: 5) restaurants were in full operation throughout
the year.
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Management Discussion and Analysis (Continued)
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In view of the challenges to the food and beverage industry brought

about by the COVID-19 outbreak, the Group has implemented, among
other things, the following to tackle with the COVID-19 outbreak in
relation to the food and beverage business of the Group:

(a)

(b)

(©)

(d)

(e)

)

(2)

(h)

24

expanding the delivery and take-away business of the Group’s
restaurants by specifically preparing take-away menus with
dishes suitable for such purpose to provide culinary experience
comparable with dining-in to customers;

cooperating with food delivery apps to provide customers a
convenient and contactless way of ordering dishes from the
Group’s restaurants;

implementing cost control measures such as having special
work arrangements and rearranging the work schedule of the
restaurants where appropriate;

negotiating with the landlords of the restaurant premises for rent
concessions;

taking the temperature of customers when they enter the
restaurants and on restaurant staff when they report to work and
on regular intervals;

circulating memorandum to restaurant staff setting out guidance
on maintenance of good personal and workplace hygiene and
providing restaurant staff an adequate supply of surgical masks
and alcohol hand sanitisers;

maintaining good indoor ventilation and performing regular
disinfection exercises at the restaurants; and

monitoring the latest information released by the governments
on the COVID-19 outbreak closely and keeping the restaurant
staff informed about the material updates.
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Management Discussion and Analysis (Continued)
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PROVISION OF CHILDREN EDUCATION SERVICES

The Group’s provision of children education services business is
carried on through Nobel Education Organisation Limited, which
became a 51% owned subsidiary of the Group in October 2018. Nobel
Education Organisation Limited provides children education services
through the operation of Hong Kong Nobel Preschool, a kindergarten
registered under the Education Ordinance (Chapter 279 of the laws of
Hong Kong), offering kindergarten and pre-school education. During
the Year, revenue from the provision of children education services
amounted to approximately HK$4,287,000 (31 December 2019:
approximately HK$5,427,000).

The Hong Kong private education market has faced significant
challenges from the COVID-19 outbreak, in which schools were
closed for more than three months in early-mid 2020. Due to some
parents prefer the students to study through face-to-face lessons, some
schools were under increasing pressure to reduce tuition fees and the
trend for student withdrawal. During such period, the Group continued
to operate via online teaching and receive the usual tuition fee from
parents. However, it is observed that calls from parents for discounted
fees or refunds have increased. As at 31 December 2020, the number
of student was reduced by 28.8% when compared with last year.

The Directors are of the view that the education services market in
particular in the kindergarten and pre-school education business will
face difficulty to maintain the number of students due to withdrawal of
individual student during the period.

The education business is facing significantly less certainty over
future enrolments as some families may face financial difficulties as
brought out by the COVID-19 outbreak. Retaining existing students is
therefore the top priority of the tasks during the pandemic. As a result,
the Group has announced to freeze the tuition fees for the 2020-2021
school year, rather than with the traditional 3%—6% annual increase.
The Group will continue to optimise the programmes and curriculum
for student needs and will invest more resources in developing
effective online learning programmes and keeping close contact
with parents to build stronger bond and trust. The Group would also
improve services by offering more extra curriculum activities to
students. It is expected that such initiatives can generate more cash
flow for the school.
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Management Discussion and Analysis (Continued)

INVESTMENTS IN A JOINT VENTURE

The joint venture was engaged in investing in the business of operating
restaurants, cafes and takeaway outlets in Singapore. During the
Year, the Group will not record the share of loss of a joint venture (31
December 2019: HK$1,732,000). Since late 2019, the share of losses
of a joint venture exceeds its interest in the joint venture, the Group
discontinues recognising its share of further losses.

The COVID-19 outbreak has brought huge negative impacts on the
global economy. In the beginning of 2020 COVID-19 cases have
started to be reported in Singapore and that the number of confirmed
cases has increased continuously since February 2020. The Singapore
government announced a number of measures such as promoted social
distancing and instruct the employers for mandatory work from home
arrangement. The impact resulted from the COVID-19 and the related
measure was reflected by the significant drop in the revenue for the
Joint Venture’s restaurants. As at 31 December 2020, all restaurants
held by the Joint Venture have ceased to operate and all restaurants
premises was returned to the landlords.

PROSPECTS

During the Year, the COVID-19 outbreak has brought huge challenges
on the global and local economy. Given that the situation of the
pandemic is still ongoing, the Group will continue to adopt a cautious
approach to maintain the financial healthiness of each segment.

When the effects of the COVID-19 pandemic has lessened and the
overall pandemic situation is under control, the Group is looking
forward to developing the food and beverage business at reasonable
pace with factors that are accessed to be favourable. In order to
further sharpen the competitiveness from the peers and expand the
presence in Hong Kong, the Group will: (1) continue to enhance
market penetration of the Group’s restaurants and establish restaurants
in different shopping malls near residential regions in Hong Kong
with different types of cuisines. Of which, the Group expects that
Japanese style hotpot restaurants will be one of the main focus in
the Group’s expansion plans; (2) strengthen the operations for the
food and beverage business to provide the necessary efficiency and
cost effective advantages; (3) set up a more advanced point-of-sale
system to obtain more comprehensive sales reports and other data in
order to predict more precisely future trends and develop personal
client communication. Such approach can also help the Group to have
better management on the operations to improve profitability; and (4)
refine the sophistication of the customer relationship management
(CRM) system of the food and beverage business, so as to help
the management to effectively manage and analyse the contacts’
information and orders to improve customer relationship for different
types of restaurants.
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Management Discussion and Analysis (Continued)
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For the financial services business segment, the Group offered
brokerage, margin financing and asset management services since
2016. Despite a challenging year, the stocks market in Hong Kong,
yet set new trading activity records in 2020, and trading volumes on
both Stock Connect reached new highs. Driven by the strong growth
momentum in biotech and new economy company fundraisings, Hong
Kong Stock Exchange ranked second globally for IPO fundraisings
in 2020, raising a total of HK$400.2 billion, the highest amount
since 2010. The Group was benefited an increase in interest income
and commission from the high demand for margin financing and the
higher average trading turnover respectively. Together with the money
lending business segment. Such business model for the financial
services business segment was able to provide steady revenue and cash
flows to the Group.

The pandemic changed the ways of interaction between consumers and
service provider, accelerating the rate of digital adoption in financial
services markets. During the Year, we adopted hosting online seminars
and posting online video to capture viewer’s attention. It improved
the efficiency of the Group’s marketing campaign and the success
rate to capture new clients for the financial services business segment.
In the view of the strong growth momentum in the fundraising and
higher average turnover in stock markets, the Group will allocate more
capitals in the segment to seize the opportunities.

The pandemic brought many challenges to the Group throughout
the Year, and it has continued to do so since the end of the reporting
year. Nevertheless, it has also offered the chance to demonstrate
and consolidate some of the Group’s core strengths, and to prepare
some aspects of future development. Therefore, leveraging on the
solid foundation supported by its existing core businesses, the Group
will formulate business strategies according to the market trends
and continue to explore new investment opportunities, in an effort
to enhance the Group’s long term profitability. In addition, the
Group will carefully review the development in all segments, and
will allocate more resources to the business with sustainable growth
potential. The Board believes that the Group’s strategic investments
and diversified businesses will help to boost performances and
consolidate the Group’s market position.

Various COVID-19 vaccines are launching recently. It is believed that
the pandemic situation will be eased eventually and that this business
model will bring the Group a stable revenue in the long run, and in
turn, higher returns to the shareholders of the Company.
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Management Discussion and Analysis (Continued)

MATERIAL ACQUISITION AND DISPOSAL

On 22 April 2020, the Company, as vendor, and Mr. Yang Kaijun
(“Mr. Yang”), an individual who is a substantial shareholder of Tony
China Limited (“Tony China”), a non-wholly owned subsidiary, as
purchaser, entered into the sales and purchase agreement, pursuant
to which the purchaser agreed to purchase, and the Company agreed
to sell, (i) the sale shares, representing all the equity interest in Tony
China and East Shine Group Limited (“East Shine”), a wholly
owned subsidiary, (collectively known as the “Targets”), held by the
Company, and (ii) the sale loan, representing all the shareholder’s
loan owing by Tony China to the Company as at completion, at an
aggregate consideration of HK$1,152,000.

The Targets and its subsidiaries in the PRC (“Tony China Group”),
principally engages in manufacturing and distribution of feedstock
products and related activities. Tony China and East Shine together
directly or indirectly hold 100% of the equity interest in each of the
other members of the Target Group. Immediately prior to completion,
Tony China was owned as to 90% by the Company and as to 10% by
Mr. Yang whereas East Shine was a wholly-owned subsidiary of the
Company.

The completion of the disposal took place on 22 April 2020, and the
Group has ceased to hold any equity interest in each member of the
Tony China Group and each member of the Tony China Group has
ceased to be a subsidiary of the Company. The financial results of
the Tony China Group was no longer be consolidated into the results
of the Group upon completion. In addition, the Group has, upon
completion, discontinued to engage in the agricultural business. For
details of the disposal, please refer to the Company’s announcement
dated 22 April 2020.

Save as disclosed above, the Company does not have any significant
acquisition and disposal during the year.
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Management Discussion and Analysis (Continued)
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FINANCIAL RESOURCES AND LIQUIDITY

As at 31 December 2020, the Group had cash and cash equivalents of
approximately HK$35,597,000 (2019: approximately HK$29,689,000)
and net current assets of approximately HK$70,600,000 (2019:
approximately HK$96,678,000). Current ratio (defined as total current
assets divided by total current liabilities) was 1.70 times (2019: 2.89
times).

As at 31 December 2020, the Group have other borrowing of
approximately HK$10,016,000. The other borrowing is secured
by corporate guarantee executed by the Company. It has interest at
prevailing market rates and repayable in accordance with the relevant
loan agreements.

We fund our operations principally from cash generated from our
operations, other debt instruments and equity financing from investors.
Our cash requirements relate primarily to production and operating
activities, business and asset acquisitions, repayment of liabilities
as they become due, capital expenditures and any unexpected cash
requirements. During the Year, our loss before interest, taxes and
depreciation amounted to approximately HK$972,000.

The Group’s gearing ratio, which is calculated on the basis of the
Group’s total liabilities to the total assets, as at 31 December 2020 was
55% (2019: 33%).

CAPITAL STRUCTURE AND FUND RAISING ACTIVITIES

As at 31 December 2020, the Group had equity attributable to
owners of the Company of approximately HK$108,766,000 (2019:
approximately HK$136,726,000).
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Management Discussion and Analysis (Continued)

FOREIGN EXCHANGE AND INTEREST RATE EXPOSURE

For the year ended 31 December 2020, most of the Group’s business
transactions, assets and liabilities were principally denominated in
Hong Kong dollars (“HK$”), Singapore dollars (“S$”), United States
dollars (“US$”) and HKS is the Group’s presentation currency. The
Group is exposed to potential foreign exchange risk as a result of
fluctuation of S$ and US$ against HK$. The Group currently does
not have a foreign currency hedging policy in respect of its foreign
currency assets and liabilities. The Group will monitor its foreign
currency exposure closely and will consider using hedging instruments
in respect of significant foreign currency exposure should the need
arise.

When appropriate and at times of interest rate or exchange rate
uncertainties or volatility, hedging instruments including swaps and
forwards will be used by the Group in the management of exposure
affecting interest rates and foreign exchange rate fluctuations.

CONTINGENT LIABILITIES

As at 31 December 2020, the Group did not have any contingent
liabilities (2019: HK$Nil).

CHARGES OF GROUP ASSETS

As at 31 December 2020 and 31 December 2019, the Group did not
have any charges of group assets.
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Management Discussion and Analysis (Continued)
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HUMAN RESOURCES AND REMUNERATION POLICY

As at 31 December 2020, the Group had approximately 120 employees
in Hong Kong and Singapore (excluding directors of the Company)
(2019: 73 including the PRC). The Group’s remuneration policy
is to provide competitive level of remuneration to employees and
directors based on their performance, qualification, experience and the
prevailing industry practice.

Apart from regular remuneration, discretionary bonus and share
options may be granted to eligible staff by reference to the Group’s
performance as well as individual’s performance.

We aim to provide employees with resources and an environment that
encourages them to develop careers with us. We provide management
personnel and employees with on-the-job education, training and other
opportunities to improve their skills and knowledge.

Pursuant to the share option scheme adopted by the Company on 30
September 2013, the Board may grant options to eligible persons,
including employees and directors, to subscribe for shares of the
Company. During the Year, the Company granted 15,300,000 share
options to directors, employees and other eligible persons on 12
October 2020.

ENVIRONMENT

The Group is subject to laws and regulations in Hong Kong, the
PRC and Singapore. The Group has established environment policies
and procedures aimed at compliance with local environmental and
other laws. For the feedstock production, we have complied with the
“Regulations on Administration of Feed and Feed Additives”, and the
“Measures for the Management of Production Licenses for Feeds and
Feed Additives”. For the food and beverage production process, part
of the food waste and all of the waste oil were recycled and collected
by the environmental parties. During the year, the Group was not
aware of any non-compliance of laws and regulations that have a
significant impact on the Group relating to air and Greenhouse Gas
emissions, discharges into water and land, or generation of hazardous
and non-hazardous waste. The management performs regular reviews
to identify environmental risks and to ensure that the systems in place
are adequate to manage these risks.
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Management Discussion and Analysis (Continued)

EVENT AFTER THE REPORTING PERIOD

The fair value of listed equity securities are determined based on the
quoted market closing price available on the Main Board and GEM of
the Stock Exchange at the end of the reporting period.

As at the date of approval of these consolidated financial statements,
the realised losses and unrealised losses on financial assets at FVTPL
from changes in fair value on financial assets at FVTPL held as at
31 December 2020 amounted to approximately HK$361,000 and
HK$166,000 respectively.
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Environmental, Social and Governance Report
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ABOUT THIS REPORT

This is the fifth Environmental, Social and Governance (“ESG”)
Report of China Demeter Financial Investments Limited (“China
Demeter”) (“Company”, together with its subsidiaries, “Group”),
describing the efforts made and being made for creating a sustainable
business for the benefit of all its stakeholders during the fiscal year
from 1 January 2020 to 31 December 2020.

The Board of Directors (“Board”) acknowledges its responsibility
for integrity of this report and to the best of its knowledge, this
report addresses all relevant material issues and fairly presents ESG
performance of the Group.

REPORTING PRINCIPLES AND BOUNDARY

This report has been prepared in compliance with the “comply or
explain” provisions set out in the ESG Reporting Guide, Appendix 20
to the Rules Governing the Listing of Securities on GEM of The Stock
Exchange of Hong Kong Limited, applying the reporting principles
of materiality, quantitative, balance and consistency. The report aims
to be clear, balanced and easy-to-read; data are analysed to account
for year-on-year changes and are presented in a way that allows for
consistent comparison.

This report covers the money lending business, financial services
business, securities investments business, food and beverage business,
alcoholic beverage distribution and miscellaneous business and
provision of children education services in Hong Kong and Singapore.

FEEDBACK
We welcome your feedback regarding how we can improve our

performance and reporting in the future. Please send us your feedback
at info@chinademeter.com.
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Environmental, Social and Governance Report (Continued)
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ESG MANAGEMENT APPROACH

The Group’s core business is food and beverage business in Hong
Kong. Our other businesses include financial services, money
lending, securities investments, alcoholic beverage distribution and
miscellaneous businesses and provision of children education services
are predominantly office-based in Hong Kong.

Sound management of ESG issues is critical to the prosperity of the
Group. The Board assumes the ultimate responsibility for driving the
Group’s sustainability initiatives in accordance with relevant ESG
policies. Being fully accountable to its stakeholders for proper ESG
management, we strive to ensure that our business strategies bring
about long-term benefits by embedding sustainable practices in daily
operations. To pursue sustainable growth, the Group takes into account
ESG-related risks and opportunities into considering when making
decisions and ensure that ESG performance is disclosed with a high
degree of transparency and reliability.

Since food and beverage is the major part of our business, health
and safety in restaurants operations is of greatest concern and is our
top priority in the context of managing ESG impacts. From putting
into practice safety operating procedures to doing extra cleaning
amid COVID-19, substantial efforts are made to ensure that our
staff and customers are well-protected from potential hazards and
safety risks associated with restaurants operations. In particular, we
support the government’s effort at combating the pandemic through
requiring customers to scan the LeaveHomeSafe QR code with mobile
application when entering restaurants, safeguarding health and safety
of both restaurant employees and customers.

At China Demeter, we are dedicated to taking up environmental
stewardship and act in accordance with relevant laws and regulations.
We are devoted to mitigating the impacts our business imposes to the
environment and assess our environmental performance regularly. As
part of our operations is office based, managing the use of resources
in an eco-friendly and efficient manner becomes a major focus when
addressing concerns on environmental protection.

For our financial operations, we pay extra attention to aspects of anti-
corruption and information security. Our employees and stakeholders
are encouraged to embrace these values and deliver quality services to
customers in a professional, lawful and responsible manner.
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Environmental, Social and Governance Report (Continued)
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STAKEHOLDERS ENGAGEMENT

It is vitally important to engage with stakeholders, understand their
concerns and satisfy them with value-added solutions when identifying
ESG risks and opportunities. We engage with internal and external
stakeholders including customers, employees, the community, the
government and investors through communication channels listed
below.

Stakeholders Concerned Issues

& B e el

Investors  Corporate governance
¢ Business operations
* Information disclosure
BEH o NG
o EHEE
o ERPEE
Employees * Training and development
* Remuneration
e Occupational health and safety
g8 o BEAI SR
o FHri
o BRSEARAR S 22 4
The Government  Legitimacy of service and business ethics
* Employee protection
e Tax compliance
UM o MRBsGIEE K v SR E S
o PREE(E B
o BUB AR
Customers e Data privacy
» Customer satisfaction
wHE - BRI
o BFEIMEE
Community  Contribution to the community
e Environmental protection
At o AL
o RIGEIRE
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Engagement Channels

WERE

Annual reports, quarterly reports and
interim reports
Press releases
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e

Weekly staff meetings
Complaints system
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Compliance with applicable laws
and regulations
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Company website

Feedback from frontline employees
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Support charity organisations
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Environmental, Social and Governance Report (Continued)

OUR PEOPLE

Employment

Employees Composition

As of 31 December 2020, we had 84 full-time and 42 part-time
employees based in Hong Kong and Singapore. Among the full-time
staff, male to female ratio was 43:41, which was similar to that of last

year.

Employee Profile by Gender

et 2 B T4
49%
51%
B Male B Female
B Eeglca

Employee Profile by Education
HHEKPZ HTLaH

589% 42 %

B Below Bachelor’s Degree M Bachelor’s Degree or Above

E =t S04V E =t A g

Approximately 58% were aged between 31 and 50. In terms of
education profile, over half of our employees have obtained a
bachelor’s degree or above. There were 23% managerial staff, while
the rest were general employees. The total turnover rate of employees
was around 40% while the new hire rate was 50%. Distribution of
turnover rate and new hire rate by gender and by age is shown in the

charts below.
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Environmental, Social and Governance Report (Continued)
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Employees’ Rights and Welfare

Turnover & New Hire Rates by Gender
[P eV S N E

59%

4% 450,

Male A 14 Female % 14

Bl Turnover Rate M@ New Hire Rate
i N S

Employees are the greatest strength of the Company and are the
principal reason of success. At China Demeter, we are passionate
about providing an attractive environment where colleagues can
thrive and develop their careers. Our Employee Handbook clearly and
comprehensively stipulates policies regarding recruitment, promotion,
compensation, working hours, rest periods, dismissal, benefits, equal
opportunity, diversity, anti-discrimination and welfare measures in

accordance with relevant laws and regulations.
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Environmental, Social and Governance Report (Continued)
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To attract and retain the best candidates, we provide competitive
remuneration and benefit packages in addition to statutory welfare,
including a range of paid leave, allowances, insurance and discounts
to suit different needs of employees. Taking a supportive and caring
approach amid COVID-19, this year we offered a special lunch
allowance to all office staff. Those who preferred to order food
delivery through the Company were given HK$40 and those who
brought their own lunch got HK$20 each. Moreover, employees were
provided with fruits to enhance their immunity against diseases.

Benefit type Benefit
A 2 Al
Regular benefit packages
PR F 25
Allowances Overtime meal allowance
] IR £ EEAG
Allowances Ordinary meal allowance
R WA B
Insurance Medical insurance
(3 IR
Insurance Occupational Injury insurance, Mandatory
Provident Fund retirement benefits scheme
(s TAG R ~ 5 i 1 B R ARAR A
Paid leaves Annual leaves, maternity leaves, marriage
leaves, paternity leaves
AFRAR AR~ AR - ISR - FRER
Staff discounts Shopping discounts at the Group’s retail stores

and restaurants

B THrn JAARSE I 45 T KA ERY S

The Group is determined to build a workplace where staffs are treated
with dignity and respect. As an equal opportunity employer, the Group
has zero tolerance for any form of harassment and discrimination
against one’s age, gender, marital status, race, religion and disability.
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Criteria of entitlement
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For all office staffs, if they work beyond the
designated time
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For staffs involved in frontline food and
beverage operations

B R ACREERS RIS B T

For staffs who have completed probationary
period

SERGEUR I B T

For all staffs in accordance with legal
requirements

RIFIERER - TEAT

For all staffs in accordance with legal
requirements

RIFIERER - TAAT

For staffs who have completed probationary
period
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To bring staffs closer to the Company, we regularly organise various
kinds of cultural activities. We hope that they feel the warmth and care
from the Company and their satisfaction about their work and the daily
work goes up. During Chinese New Year of 2020, our staffs enjoyed a
wonderful gathering that helped sustain their social bonding.

Labour Standards

We have zero tolerance against employment of child or forced labour.
Our employee identity verification system helps eliminate such risk.
During the year, the Group was not aware of any non-compliance
with relevant laws and regulations' that have a significant impact on
the Group relating to employment and labour practices. Nor did we
identify any incidents relating to the use of child or forced labour.

Community Investment

We recognise our social responsibilities toward the community where
we operate. As stated in the Group’s policy, the Group is committed
to promote and participate in community involvement and other social
contribution activities. As such, we proactively engage in various
sponsorship and fundraising initiatives so as to contribute to those in
need. This year, the total donation to charitable organisations such as
Yan Oi Tong Limited, amounted to HK$68,300. Looking ahead, we
will continue to review and fine tune our efforts at creating positive
values for the society.

Please refer to the section headed “Laws and Regulations” for employment and

labour standards-related laws and regulations.
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Environmental, Social and Governance Report (Continued)

Health and Safety

RBiE - HBREEHRS (1F)

B R B & &

Since food and beverage business is central to our business, sustaining HY 7 £ B fIORE SE B R AN Y A L 3
a safe and healthy work environment for employees working in % > [FUb A% BE 8 TR FFL 2 AR R
restaurants is the Group’s foremost task. TAEBRS A B Y AT RS

We have formulated comprehensive guidelines outlining a range MO il E 2 W AWFES] > FIHETAR A T
of safety measures for frontline staff to follow. This ensures safe  MERAE N — R I L 250 - HELE R A
operation of various equipment and apparatus in kitchens and prevents 45Tl a% £l 4% B 19 & 245 4E > 3 By 1E 78
potential dangers and hazards. The following table summarises some TER fa b R fa & o N R A 2 2tk

of the safety procedures.

Use of equipment

e i 5

Meat slicing machine

DI

Knife

J% o

Safety measures

L

Ensure electric power is cut off when cleaning the machine

Remove any obstacles near the machine before operation

Adjust thickness of slicing carefully and ensure the cutting stand is fixed in position
before cutting

Keep any objects, human body parts or clothes away from the cutting area

Only authorised personnel who have received official training are allowed to operate
machines

TR 7 TR i I L) 7 2

A T B AR BT (Y R e 1)

FFARFARET] R BT > AR R DD SR 18] 72 A8 1 BAR T A T U
PRAFEE ~ BT E A R 2 U1 1) i

FA RO IE RIS I B REN B 7 nl R AF b

Always wear a kitchen gown and cut resistant gloves when using a knife

Pay undivided attention when using a knife, stay focused and never play with it
Use knives for cutting food only, not other purposes including opening canned bottles
or cutting ropes

Cut on firm and stable chopping board and tables to prevent dangers
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Environmental, Social and Governance Report (Continued)

Bi5 - HBREERS (F)

Safety Training

The Group has set comprehensive guidelines for frontline
employees to follow when handling all kinds of potential emergency
circumstances in a proper and safe manner. The protocol covers both
natural disasters and crimes, including fire, earthquake, robbery and
power shortage.

For instance, in the event of fire, employees should stay calm and
notify the rescue department at once. They should also cut off all
power, remove any flammable or explosive objects, initiate evacuation
and try to put off the flame with fire extinguishers under safe and
feasible conditions.

During the year, the Group was not aware of any non-compliance
with relevant laws and regulations? that have a significant impact on
the Group relating to occupational health and safety. In 2020, there
were no work-related accidents recorded. Please refer to the section
headed “Performance Data Summary” for number and rate of work-
related fatalities occurred in each of the past three years including the
reporting year and lost days due to work injury.

Training and Development

China Demeter is committed to providing its employees adequate
training so that they are competent to fulfil operational requirements.
Training is provided for restaurant workers to serve food and beverage
business. Senior colleagues are responsible for demonstrating the
correct working procedures and job duties to junior colleagues. Please
refer to the section headed “Performance Data Summary” for the
percentage of employees trained by category and the average training
hours completed per employee by gender and employee category.

Percentage of trained general staffs 2%
Total training hours of general staffs 14

’ Please refer to the section headed “Laws and Regulations” for Health and Safety-

related laws and regulations.
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Environmental, Social and Governance Report (Continued)

RBiE - HBREEHRS (1F)

We require senior staffs to act as role models and transfer knowledge
and skills in a professional manner, in accordance with the following

comprehensive steps.

Demonstration
@

Practice

oy

Assessment

ik

&b
He °

Seniors must be well-prepared for training, and ensure the teaching
equipment and materials are ready

Calm participants, help them relax and be confident

50 N B R K ) A - e PRYE A e B R AN AR
BZ AN B TE R AR O

Demonstrate every step concisely and avoid being too detailed
Carry out the procedures with high precision

7 B0 B s A (R A2 B - S R
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Encourage participants to raise their confidence

Try to make use of questioning skills to make participants reach the answer
SZ AN B R R E O

A R R - RN BBINER

/

Trainers should ask open ended questions to better ascertain the knowledge
participants have acquired

Try to show appreciation to participants and avoid giving negative feedbacks
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ENVIRONMENTAL PROTECTION BRBERE

Environmental Management

China Demeter strives to incorporate proper environmental
management in its business operations. The Group spares no effort to
manage all environmental risks and adverse impacts arising from its
core food and beverage business. The Group will strive to achieve air
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and GHG emission reduction, minimise waste generation and conserve A& = /M » WD E L EY - fi6HE
energy, water and material consumption. U~ K AT RHEAE o
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Environmental, Social and Governance Report (Continued)

Rz - HREEES (1F)

The Group’s other businesses have relatively less of environmental
impact due to their office-based nature. In this regard, we concentrate
our efforts on sustaining a green office culture by educating our staffs
to conserve energy and resources as well as organising regular energy
efficiency training. Furthermore, our reward and penalty system serves
to encourage employees to adhere to these sustainable practices.

The Group was not aware of any non-compliance of relevant laws and
regulations® that have a significant impact on the Group relating to air
and greenhouse gas emissions, discharges into water and land, and
generation of hazardous and non-hazardous waste during 2020.

Resources Consumption
Energy Consumption

Electricity, Towngas and Liquefied Petroleum Gas (“LPG”) are
the major sources of energy we use. In 2020, the Group’s energy
consumption was 1,617,293.61 kWh of electricity, 1,622,886.00
MJ of Towngas and 4,331.50 MJ of LPG, all consumed mainly by
restaurants in Hong Kong and Singapore. The increase in Towngas
consumption (2019: 1,101,120 MJ) and electricity consumption (2019:
1,394,377.67 kWh) was mainly due to inclusion of full-year data in
2