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FINANCIAL SUMMARY

Results

Revenue

Gross profit

Profit (loss) from operation

Finance costs

Income tax expense

Profit (loss) for the year attributable to
the owners of the Company

Total comprehensive income
(expense) attributable to the owners
of the Company

Dividend paid

Assets and liabilities

Non-current assets

Current assets

Current liabilities

Net current assets

Total assets less current liabilities

Non-current liabilities

Net assets

Equity attributable to owners of the
Company

2016
RMB’000

1,087,872
153,092
40,033
5,659
9,839

24,397

29,235
24,991

2016
RMB’000

110,694
428,762
283,690
145,072
255,766

255,766

254,460

For the year ended 31 December

2017 2018 2019
RMB’000 RMB’000 RMB’000

954,164 986,998 945,221
147,343 143,274 134,786
21,537 21,375 (5,945)
4,625 4,835 10,084
4,976 5,138 450
11,681 11,247 (20,626)
8,095 13,617 (19,850)
Nil Nil Nil

As at 31 December

2017 2018 2019
RMB’000 RMB’000 RMB’000

97,602 97,930 163,375
427,936 444,690 433,788
261,422 264,732 174,094
166,514 179,958 259,694
264,116 277,888 423,069

= = 165,472
264,116 277,888 257,597
262,555 276,172 256,322

2020
RMB’000

888,749
125,817

(2,702)
11,483
222

(16,501)

(18,162)
Nil

2020
RMB’000

186,444
413,838
284,003
129,835
316,279

76,810
239,469

238,160
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CHAIRMAN'’S STATEMENT

Dear Shareholders:

The retail sector is an important component of the national economy and is a commercial form that closely
connected to people’s daily lives. According to a report by the China Chain Store & Franchise Association, as of
the end of 2019, the total retail sales of consumer goods has exceeded RMB40 trillion. In 2019, the sales of the top
100 chains increased by 5.2% year on year to approximately RMB2.6 trillion. However, except for supermarkets,
both the sales and the number of stores of other business forms have declined to different extents, which indicates
that the pressure of competition in the retail sector remains in place. With the development of e-commerce and
the transformation of the retail sector in the recent years, an increasing number of innovative business forms
have sprung out. Especially during this post-pandemic era and as encouraged by the implementation of the use
of 5G, marketing forms such as, live streaming and community group buying, have huge potential which yet to
be undiscovered. On the whole, at this stage, the retail sector in the People’s Republic of China (the “PRC”) is
surrounded by both opportunities and challenges, and the business model was constantly updated and developed.
In terms of principal business forms, among the top 20 chain companies, seven chain companies adopted the
commonly two popular business forms, i.e. department stores and supermarket chains.

China Shun Ke Long Holdings Limited (the “Company” with its subsidiaries, collectively, the “Group”) is
implementing to its business strategy of the year, which is “adhering to the essence and seeking changes while
stabilising”. Further to our establishment in the Pearl River Delta region, the Group continues to achieve sustainable
and steady operations. The Group recorded a total revenue of approximately RMB888.7 million in the year ended
31 December 2020 (“FY2020”), representing a decrease of RMB56.5 million as compared to that in the year 2019.
The net loss attributable to the shareholders was approximately RMB16.5 million in FY2020, representing a decline
of approximately RMB4.1 million as compared to that in the year 2019. In view of such achievements, the Group’s
operation and management are commendable, but there is room for improvement.

BUSINESS FORM INNOVATION, REFORM UPGRADING

The Group introduced new stores called the “Fresh Hub”, a community-targeted fresh food business, with
the opening of several demonstration stores. The successful establishment of this business model will lay the
foundation for the Group’s important transformation of business forms in the coming few years.

The Group has made use of its self-run platform and teamed up with other platforms to upgrade the New Retail.
A priority was given to community marketing. It attracted online and offline traffic via its own platform called
“SKL selected” mini programme and has strengthened cooperation with Taoxianda, Ele.me, JD Home and other
e-commerce platforms and has improved its delivery capacity to further online and offline integration of the Group’s
platforms.

STRENGTHENING SUPPLY CHAIN AND CONSOLIDATING ITS REGIONAL DOMINANCE

The ultimate issue in respect of the ability to supply fresh food is the Group’s ability of the supply chain. The Group
acquired sole and exclusive distribution rights from 26 brands across Foshan, Jiangmen and Zhaoging of the PRC.
The Group has established cooperation relationship with more than 700 suppliers and have established partnership
with 26 fruit and vegetable bases since FY2020. As such, the Group is working to strengthen its ability in the
supply of fresh food. The supply chain has been consolidated through the connection, direct procurement, and
integration of upstream commodity resources.

4 China Shun Ke Long Holdings Limited



CHAIRMAN’S STATEMENT

STAFF MOTIVATION AND SOCIAL CARE

The Group adopts a reward and punishment mechanism to increase the enthusiasm of employees and provides
comprehensive training for them. Further, under the government’s call for poverty alleviation, the Group has
collaborated with 13 poverty alleviation bases and purchased more than 30 kinds of poverty alleviation products.

IMPACT OF COVID-19

Due to the outbreak of coronavirus disease (“COVID-19”) pandemic in early 2020, all the retailers spent every effort
to fight against the COVID-19 pandemic to ensure its supply of goods. The Group has strengthened the measures
in respect of the COVID-19 pandemic prevention and supervision to ensure the normal operation of its 66 stores.
Particularly, it bravely undertook its social responsibilities and followed the local governments’ instructions on
stabilising prices and ensuring supply of goods, which has been recognised by the public. However, affected by
the COVID-19 pandemic, the revenue from its wholesale distribution in FY2020 fell by approximately RMB83.8
million comparing to that in the year 2019. The suspension of some outlets on campus during the severe period of
COVID-19 pandemic has resulted in a drop in its full-year revenue.

INCREASING STRENGTH OF ONLINE PLATFORMS AMID FIERCE MARKET COMPETITION

Amid the fierce market competition in the retail sector, particularly, with the market share continuously occupied by
e-commerce platforms and community group buying platforms, and the New Retail transformation and upgrading
has yet to break even, the Group will track the pulse of the market, pay close attention to the changes in customer
needs in real time, and accelerate the pace of the development of online platforms.

As one of the top-ranked players in the retail sector in Guangdong, the Group will strive hard and move forward
in the complex and changing environment of the sector. The Group will mainly adopt the business model of “retail
+ wholesale + bulk trade + online and offline + community marketing”, adhere to the market-oriented approach,
take fresh food as a point for breakthrough, and integrate online and offline technology with retail services to keep
up with the pace of digitalisation. While actively expanding the market in Guangdong-Hong Kong-Macau Greater
Bay Area, the Group also takes a broad view to business opportunities in other provinces across the country,
especially in Hainan Free Trade Zone, in a bid to expand its business territory. Through business innovation and the
integration of resources from suppliers, service providers and others in the industry chain, the Group has enhanced
strength, so as to increase customer satisfaction, maintain brand value, and promote its stable and healthy
development. The COVID-19 pandemic is not over yet. The Group will maintain a high level of awareness of risk
prevention and control, keep a close eye on the COVID-19 pandemic and look forward to the end of it as soon as
possible.

| would like to express my gratitude to our shareholders and stakeholders for their continuous support and to the

hard work of our employees, hoping that the Group’s performance will improve in the coming year and open up a
new chapter to create better returns to the shareholders!

Chairman
Du Xiaoping

29 March 2021
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MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS REVIEW

China Shun Ke Long Holdings Limited (the “Company” with its subsidiaries, collectively, the “Group”) is an
investment holding company and the Group is a supermarket chain store operator with geographical focus in
Guangdong province of the People’s Republic of China (the “PRC”). During the year ended 31 December 2020 (the
“FY2020” or “the Year”), the Group maintained both retail and wholesale distribution channels. The Group’s focus
on the suburban and rural areas of the PRC made it different from other major players in the market.

The Group’s Strategic Development Map

4%, Principal place
8 Existing outlets

w Ourdevelopment
plans

Zhaoqingg

Dongguan

8

Shenzhen

Jiangmen

Macau S.AR.

\ri Guangdong Province

Retail Outlets
During the FY2020, the Group opened 5 retail outlets and closed 4 retail outlets. As at 31 December 2020, the
Group had 69 retail outlets located in Guangdong province of the PRC and 2 retail outlets located in the Macau

Special Administrative Region (“Macau”) of the PRC, respectively.

The following table sets forth the movements in the number of retail outlets of the Group during the FY2020 and
the year ended 31 December 2019 (the “FY2019”):

For the year ended 31 December

2020 2019
At the beginning of the year 70 70
Additions 5 7
Reductions 4) (7)
At the end of the year 71 70

6 China Shun Ke Long Holdings Limited



MANAGEMENT DISCUSSION AND ANALYSIS

The following table sets forth the breakdown of the number of retail outlets of the Group by geographical cation as

at 31 December 2020:

Location

Foshan
Zhaoqging
Zhuhai
Guangzhou
Shenzhen

The PRC
Macau

Total

General Wholesale

Number of
retail outlets

53

- W o~

69

71

During the FY2020, the Group managed to keep all sole and exclusive distribution rights it gained prior to the
FY2020. The Group maintained sole and exclusive distribution rights for 26 brands covering Foshan, Jiangmen and
Zhaoqing. The exact coverage of the Group’s sole and exclusive distribution rights varied among those 26 brands.
Instead of developing the size of general wholesale customer base, the Group put more emphases on gaining more

sub-distributors as the Group’s customers rather than retailers.

Franchise Operation

The Group has a franchise scheme opened for application by interested parties to franchise retail outlets. The
proceeds from selling goods to franchisees of the Group form part of its wholesale distribution revenue.

The following table sets forth the movements in number of franchise outlets of the Group during the FY2020 and

FY2019:
For the year ended 31 December
2020 2019
At the beginning of the year 670 482
Additions - 188
Reductions (37) -
At the end of the year 633 670

Annual Report 2020 7



MANAGEMENT DISCUSSION AND ANALYSIS

RECENT DEVELOPMENT AND OUTLOOK

2020 is very unusual year due to the outbreak of coronavirus disease (“COVID-19”) pandemic in early 2020.
As a result, huge impacts have been seen in the economy in the PRC and across the globe. Particularly, the
retail sector, which is closely connected to people’s daily lives, has the first taste of the impact. In the face of
COVID-19, the Group, as an enterprise in the PRC focusing on business related to people’s daily lives, the Group
has developed the scheme and/or internal control regime in respect of the COVID-19 pandemic prevention and
supervision to ensure the normal operation of the Group’s 66 stores. Particularly, the Group bravely undertook its
social responsibilities and followed the local governments’ instructions on stabilising prices and ensuring supply of
goods, which has been recognised by the public. With the joint efforts of the Group’s management and employees,
the Group achieved a positive operating and financial performance in the FY2020.

With the catalyst of network marketing and the COVID-19 pandemic, retail sector in the PRC is undergoing
tremendous changes, which can be evidenced by the rapid growth of e-commerce platforms and the emergence
of community group purchase. As such, the Group has actively adjusted and transformed its current business.
Centering on the strategy of “adhering to the essence and seeking change while stabilising”, it has improved its
capabilities in products, services, accessibility, digitalisation and profitability.

1. In terms of products, the Group gradually improved the direct purchasing process and combined long-
distance procurement with short-distance procurement to achieve the purpose of reducing procurement
cost and enriching the variety of goods. In addition, the Group has improved the variety of the products on
a regular and optimal basis, such as its core categories and cooperated with 26 fruit and vegetable bases to
introduce the fresh food.

2. In terms of service capability, the Group initiated a three-year campaign of “Quality Year”. The Group
strived to change the store image. It established a complete closed-loop management system from training
programme implementation to assessment adjustment as to improve service efficiency and quality.

3. In terms of accessibility, the Group utilised its self-run platform with other third party platforms. Priority was
given to community marketing which attracted more online and offline traffic via its own platform called
“SKL selected” mini programme, strengthened cooperation with Taoxianda, Ele.me, JD Home and other
e-commerce platforms and improved its delivery capacity, so as to achieve online and offline integration.

4. In terms of digitalisation, the Group introduced and improved the price comparison system, continuous
replenishment program and other systems to facilitate the transformation and upgrading its business model.
Additionally, it sorted out the information of its members to integrate online and offline members. The Group
built multiple member application scenarios through platforms, such as Ele.me, JD Home, Meituan and
Alipay, and live-streaming marketing. With around 600,000 members, it has made remarkable results.

5. In terms of profitability, the Group introduced new stores called “Fresh Hubs” which mainly sell fresh food, to
meet community needs precisely. Meanwhile, it actively expanded the wholesale business. The Group has
won the bidding of some large projects, including an army life service station in Sansha and canteens of 17
schools in Shunde District.

With the above measures, the Group believes that there are undiscovered opportunities for development amid
stability. However, there are uncertainties caused by the global environment. The Group, which remains a leading
retailer in the Pearl River Delta region, will look for and seize business opportunities in other provinces, especially in
the Hainan Free Trade Zone, in a bid to expand the business territory. Furthermore, the Group will continuously pay
attention to different investment opportunities, identify appropriate businesses and projects for shareholders, and
increase shareholder returns.

8 China Shun Ke Long Holdings Limited



MANAGEMENT DISCUSSION AND ANALYSIS

KEY RISKS AND UNCERTAINTIES

The Group’s financial condition, results of operations, and business prospects may be affected by a number of
risks and uncertainties directly or indirectly pertaining to the Group’s businesses. The followings are the key risks
identified by the Group. There may be other risks particularly, in addition to those shown below which are not
known to the Group or which may not be material now but could turn out to be material in the future.

Fierce competition in Expanding Retail Outlets Network

Under fierce competition in retail industry, we have to face many competitors locally or from overseas. Our future
growth and profitability depend in part on our ability to expand our business presence and network in the Greater
Bay Area and to implement our expansion plan. Particularly, it is subject to the risks and uncertainties as to our
ability to identify suitable sites for new retail outlets, availability of resources and funding for expansion plan, our
ability to attract management talents, and our ability to obtain government approvals, etc. If we failed to implement
to same, our results of operations may be adversely affected.

Change in Consumer Preferences

Consumer preferences in the PRC are changing at a rapid pace and are affected by many factors such as
economic conditions, disposal income, government policies, family structure, trend, and many other factors. The
success of our business depends on our ability to provide products which meets the customer demands. If we fail
to accurately forecast and adjust our product mix in time to meet the consumer demands and preferences, our
results of operations may be adversely affected.

Thin Profit Margin

As the Group is facing keen competition from other players of the supermarket industry and online retailers, and
due to the increase in the operating costs, the profit margin has been squeezed and have a thin net profit margins.
If there is any occurrence of unfavourable event such as the outbreak of infectious disease e.g., COVID-19,
concern over safety of product, price advantage of our competitors etc., our volume of products sold, selling prices
or costs of sales, may be adversely affected.

Competition from online retailing platform

Online retailing platform has been rising abruptly these years. Based on its inherent attributions such as efficiency,
it has been threatening our retail outlets or slowing down our pace of expanding our retail outlets network before
we establish our own robust online retailing channels. As such, this further the competition in this supermarket
operation industry.

High staff turnover rate
The Group is mainly engaged in the supermarket business, which has a high demand for staff. Shortage of

manpower or higher staff turnover rate may adversely affect our business, operating results and expansion plans.
In recent years, the turnover rate of younger people working in our business has been on the rise.

Annual Report 2020
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MANAGEMENT DISCUSSION AND ANALYSIS

FINANCIAL REVIEW
Revenue

For the FY2020, despite the impact of online e-commerce and the COVID-19 pandemic, the revenue of the Group
was approximately RMB888.7 million, representing a decrease of approximately RMB56.5 million or 6% when
comparing with revenue for the FY2019. The decrease in the revenue was mainly due to the decrease in turnover
of wholesale distribution caused by the COVID-19 pandemic.

For the FY2020, the Group’s revenue from retail outlet operation was approximately RMB691.7 million,
representing an increase of approximately RMB27.3 million or 4.1% comparing with the FY2019. The increase was
mainly due to the refinement of store management, improvement of operational standards and enhancement of
customer service levels.

For the FY2020, the Group’s revenue from wholesale distribution was approximately RMB197.0 million,
representing a decrease of approximately RMB83.8 million or 29.8% comparing with the FY2019. The decrease
was mainly due to (i) the termination of the Company’s granulated sugar business due to the low gross profit
margin of the business, and (ii) the decrease in sales orders for wholesale business due to the closure or
suspension of operations of some of the Company’s wholesale customers, especially those in the catering industry,
as a result of COVID-19 epidemic in FY2020.

Gross Profit Margin

For the FY2020 and FY2019, the Group’s gross profit margins were 14.2% and 14.3%, respectively. The slightly
decline was mainly due to the increase in the sales discounts offered during promotional activities.

10 China Shun Ke Long Holdings Limited



MANAGEMENT DISCUSSION AND ANALYSIS

L g
The following table sets forth the breakdowns of the revenue, cost of inventories sold and gross profit in espect of
the two business segments of the Group for the FY2020 and FY2019:

For the year ended 31 December

2020 2019

RMB million RMB million
Revenue
Retail outlet operation 691.7 664.4
Wholesale distribution 197.0 280.8
Total 888.7 945.2
Cost
Retail outlet operation 572.6 542.6
Wholesale distribution 190.3 267.8
Total 762.9 810.4
Gross profit
Retail outlet operation 119.1 121.8
Wholesale distribution 6.7 13.0
Total 125.8 134.8
Gross Profit Margin
Retail outlet operation 17.2% 18.3%
Wholesale distribution 3.4% 4.6%
Overall 14.2% 14.3%

Other Operating Income

For the FY2020, the Group’s other operating income was approximately RMB35.0 million, representing a decrease
of approximately RMB2.7 million or 7.2% comparing with the FY2019. The decrease was mainly due to the drop in
promotion income from suppliers.

Selling and Distribution Costs
For the FY2020, the Group’s selling and distribution costs were approximately RMB127.3 million, representing a
decrease of approximately RMB17.5 million or 12.1% comparing with the FY2019. The decrease was mainly due

to the reduction and exemption of employees’ social insurance fees as a result of the relevant PRC government’s
regulations.

Annual Report 2020 11



MANAGEMENT DISCUSSION AND ANALYSIS

Administrative Expenses

For the FY2020, the Group’s administrative expenses were approximately RMB36.1 million, representing an
increase of approximately RMB2.4 million or 7.1% comparing with the FY2019. The increase was mainly due to
increase in the Directors’ and senior management’s remuneration and miscellaneous expenses of the Company.

Finance Costs

For the FY2020, the Group’s finance costs were approximately RMB11.5 million representing an increase of
approximately RMB1.4 million or 13.9% comparing with the FY2019. The increase was mainly due to increase in
interest expense of lease liabilities.

Impairment losses recognised in goodwill, property, plant and equipment and right-of-use assets

In 2020, the management has performed an impairment assessment of property, plant and equipment and right-of-
use assets of the Group. Accordingly, the Group’s property, plant and equipment had been impaired by RMB0.56
million, and there was no impairment of right-of-use assets. The recoverable amount of the cash generating unit
is determined based on a discounted pre-tax cash flow projections, prepared in accordance with the financial
budgets approved by management covering a five-year period. The major reason for such impairment was due
to the impact of the temporary suspension of store operations during the outbreak of COVID-19 pandemic in the
Group’s retail stores operated in Macau, which led to an pre-tax operating loss greatly.

Income Tax Expense

For the FY2020, the Group’s income tax expense was approximately RMBO0.2 million, representing a decrease
of approximately RMBO0.3 million or 60% comparing with the FY2019, reflecting the drop of the net profit before
income tax expense of profitable stores for the Year.

Net Loss

For the FY2020, the Group’s net loss attributable to shareholders was approximately RMB16.5 million, representing
a decrease of approximately RMB4.1 million or 19.9% comparing with the FY2019, which was mainly due to the
decrease in selling and distribution costs during the Year.

The Company stated that it was expected that the Group would record a net loss not more than RMB15,000,000
for the FY2020 in the positive profit alert announcement dated 5 February 2021 (the “Announcement”). The actual
net loss is more than that in the Announcement mainly due to impairment loss recognised in respect of trade
receivables of RMB1,501,000.

Total Comprehensive Expense

For the FY2020, the Group’s total comprehensive expense attributable to the shareholders was approximately
RMB18.2 million, representing an decrease of approximately RMB1.7 million or 8.5% comparing with FY2019. The
appreciation of RMB against Hong Kong dollars resulted in an exchange loss of approximately RMB1.7 million on
translation of the financial statements from the functional currency to the presentation currency in the FY2020, and
the exchange losses were reflected as other comprehensive expense.

12 China Shun Ke Long Holdings Limited



MANAGEMENT DISCUSSION AND ANALYSIS

Capital Expenditure

The Group’s capital expenditure requirements were mainly related to additions of its property, plant and equipment
and right-of-use assets for the newly opened and existing retail outlets. For the FY2020, the Group spent
approximately RMB7.8 million and RMB68.6 million on the acquisition of property, plant and equipment and the
right to use assets, respectively.

Capital Commitments

As at 31 December 2020, the Group did not have any significant capital commitments (2019: nil).

Liquidity and Financial Resources

As at 31 December 2020, the Group had cash and cash equivalents of approximately RMB104.0 million (2019:
approximately RMB122.6 million), out of which approximately RMB88.3 million was denominated in RMB and
approximately RMB15.7 million was denominated in Hong Kong dollars or Macau Pataca.

As at 31 December 2020, the Group had net current assets of approximately RMB129.8 million (2019:
approximately RMB259.7 million) and net assets of approximately RMB239.5 million (2019: approximately
RMB257.6 million). As at 31 December 2020, the Group did not have unutilised banking facilities (2019: Nil).

On 21 October 2019, the Board announced that the Company, through its subsidiary, Guangdong Province Shun
Ke Long Commerce Limited* (ER & IEFEmEZEHER A R]) (“Guangdong SKL”, formerly known as Foshan
Shun Ke Long Commerce Company Limited* (1L i1 IE% (£ 75 3 B BR A 71)) began to subscribe for up to RMB60
million of wealth management product from Shunde Rural Commercial Bank with expected annualised return
rate of 2.8% to 3%. As at 31 December 2020, Guangdong SKL held RMB43.5 million of the wealth management
product.

In order to minimise the credit risk, the management of the Group has assigned responsible staff to determinate
credit limits, credit approvals and other monitoring procedures to ensure that follow-up action is taken to recover
overdue debts. The management considered that risk of default in respect of trade and other receivables is low
and thus the identified impairment loss was immaterial.

Significant Investments and Plans for Material Investments or Capital Assets

The Group did not hold any significant investments during the FY2020.

Material Acquisitions and Disposals

The Group did not carry out any material acquisition nor disposal of any subsidiary during the FY2020.

Annual Report 2020 13



MANAGEMENT DISCUSSION AND ANALYSIS

Indebtedness and Pledge of Assets

As at 31 December 2020, the Group had bank borrowings denominated in RMB of approximately RMB108 million
(2019: approximately RMB108 million) secured by:

(i) the pledge of certain buildings of the Group with carrying values of approximately RMB11.4 million as at 31
December 2020 (2019: approximately RMB11.7 million);

(i) the pledge of certain right-of-use assets of the Group with carrying values of approximately RMB19.0 million as
at 31 December 2020 (2019: approximately RMB19.6 million);

(i) the pledge of certain investment properties of the Group with carrying values of approximately RMB9.4 million
as at 31 December 2020 (2019: approximately RMB9.7 million).

All the bank borrowings were repayable within one year. The interests of those loans were fixed at 5.23% per
annum (2019: at fixed rate of 5.46% per annum).

Key Financial Ratio
The following table sets forth the key financial ratios of the Group for the FY2020 and FY2019:

As at 31 December
For the year ended on that date

2020 2019
Debtor turnover days 121 9.3
Inventory turnover days 65.7 56.9
Creditor turnover days 52.4 o)
Return on equity -6.9% -8.0%
Return on total assets -2.7% -3.4%
Total loans 108.0 108.0
Total equity 239.5 257.6
Gearing Ratio 451% 41.9%
Net debt to equity ratio Net cash Net cash
Current ratio 1.5x 2.5x
Quick ratio 1.0x 1.7x

Note: Gearing ratio is calculated as total loans divided by total equity.
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MANAGEMENT DISCUSSION AND ANALYSIS

Foreign Currency Exposure

Majorities of the Group’s assets, liabilities and cash flows were denominated in RMB and part of the Group’s
assets were denominated in HK$. During the FY2020, the appreciation of RMB against HK$ had no impact from
translation as the reporting currency of the Group was RMB. Apart from that, the management of the Company
viewed that the change in exchange rate for RMB against foreign currencies did not have significant impact on
the Group’s financial position nor performance given that functional currencies of the Group was RMB. During
the FY2020, the Group did not engage in any hedging activities and the Group has no intention to carry out any
hedging activities in near future. The management of the Group will continue to closely monitor the foreign currency
market and consider carrying out hedging activities when necessary.

Contingent Liabilities

As at 31 December 2020, the Group did not provide any guarantee for any third party and did not have any
significant contingent liabilities.

Employees

The Group had a total of 1,295 employees as at 31 December 2020, of which 1,249 employees worked in the
PRC and 46 worked in Hong Kong and Macau. Salaries of employees are maintained at a competitive level and
are reviewed annually, with close reference to the relevant labour market and economic situation. The Group also
provides internal training to staff and bonuses based upon staff performance and profits of the Group. During the
FY2020, the Group had not experienced any significant disruption to its operations due to labour disputes nor had
it experienced any difficulty in the recruitment of experienced staff. The Group maintains a good relationship with
its employees.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

INTRODUCTION

This Environmental, Social and Governance Report (the “ESG Report”) summarises the environmental, social and
governance (“ESG”) initiatives, plans and performances of China Shun Ke Long Holdings Limited (the “Company”,
together with its subsidiaries, the “Group” or “we”), and demonstrates our commitment to sustainable development.

The Company is an investment holding company, and the Group is principally engaged in the operation and
management of retail stores and wholesale of goods in Guangdong province of the People’s Republic of China (the
“PRC”) and the Macau Special Administrative Region (“Macau”). The Group maintains both retail and wholesale
distribution channels. As at 31 December 2020, the Group had a total of 71 retail outlets located in Foshan,
Zhaoqing, Zhuhai, Guangzhou, and Macau. In regards to general wholesale, the Group maintained sole and
exclusive distribution rights for 26 brands in Foshan, Jiangmen and Zhaoging.

During the financial year ended 31 December 2020 (the “Reporting Period” or “FY2020”), the Group has developed
the marketing strategy of “retail + wholesale + bulk trade + online and offline integration + social marketing”,
proposed two main lines on physical retail, omnichannel and store update and transformation in order to tackle the
negative impacts caused by the outbreak of coronavirus disease (“COVID-19”) pandemic and to keep up with the
new global trend of retail e-commerce. Currently, our online marketing channels include Ele.me, JD Daojia, Meituan
and Taoxianda, and the Group has strongly developed its home delivery business, community-based group buying
and live commerce. At the same time, we had kick-started live commerce retail, build our own platform Shun Ke
Long Optimal, aiming to make it as an effective online marketing tool. In order to further expand the integrated
wholesale business, the Group has established a Yubang Hang Mini Program to develop online wholesale business.
Through adopting the model of “penetration into end customers through lower distribution channels”, we aimed
to enlarge our customer base from wholesale customers to end business customers and to reduce the number of
levels within distribution channels.

The Group believes sustainability is a key to achieve continuous success, therefore we have integrated this key
concept into our business strategy. In order to pursue a successful and sustainable business model, the Group
recognises the importance of integrating ESG aspects into our risk management system. We adhere to the ESG
management direction in accordance with sustainable development concepts and are committed to deal with ESG
affairs effectively and responsibly.

THE ESG GOVERNANCE STRUCTURE

The Group conducts a top-down management approach regarding its ESG issues. The board of directors (the
“Board”) oversees the Group’s overall ESG direction and sets out ESG strategy for the Group. The Board is also
responsible for ensuring the effectiveness of the Group’s ESG risk management and internal control mechanism.

In order to carry out a systematic management of the Group’s ESG issues, the Group has assigned the
management team as the ESG taskforce (the “Taskforce”). The Taskforce is responsible for collecting relevant ESG
information for the preparation of the ESG Report. It reports to the Board on a regular basis, assists in identifying
and assessing the Group’s ESG risks, and evaluates the effectiveness of the Group’s ESG internal control
mechanism. The Taskforce also examines and evaluates the Group’s ESG performance in different aspects such as
environment, labour standards, and product responsibility.

The Board acknowledges its responsibility for ensuring the integrity the ESG Report. The ESG Report addresses
all relevant material issues and fairly presents the Group’s ESG performance in a transparent manner. The Board
confirms that it has reviewed and approved the ESG Report.
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REPORTING SCOPE

The ESG Report generally covers the Group’s office in Hong Kong as well as its key business and operational
activities, including retail outlets and general wholesale distribution in the PRC and Macau, which represent the
Group’s major source of revenue. The Group will continue to assess the major ESG aspects of different businesses
and extend the scope of disclosures when applicable.

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 Securities on
the Main Board of The Stock Exchange of Hong Kong Limited (the “Listing Rules”).

Information relating to the Group’s corporate governance practices has been set out in the Corporate Governance
Report on page 40 to page 50 of this annual report.

REPORTING PERIOD

The ESG Report describes the ESG activities, challenges and measures taken by the Group during the year ended
31 December 2020.

STAKEHOLDER ENGAGEMENT

We truly value the opinions of our stakeholders in sustaining our businesses and ESG strategies. To understand
and address the key concerns of different stakeholders, we have been maintaining a close communication. We will
continue to increase the involvement of stakeholders via constructive conversation to maintain long term prosperity.
Stakeholder’s expectations have been taken into consideration by utilising diversified engagement methods and
communication channels as shown below:

Stakeholders

Expectations Communication channels

Shareholders and investors ° Complying with relevant laws and e Annual general meeting and

regulations

Disclosing latest information of the
corporate in due course

Financial performance

Corporate sustainability

other shareholder meetings
Financial reports
Announcements and circulars

Customers Product and service responsibility Customer service hotline and
Customer information and privacy email
protection Meetings
Compliant operation Corporate website
Financial reports
Employees Health and safety Channels for employees’

Equal opportunities
Remuneration and benefits
Career development

feedback (forms, suggestion
boxes, etc.)

Trainings, seminars, and
briefing sessions
Performance appraisals
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Stakeholders

Suppliers

Government and

regulatory bodies

Community, non-government
organisations and media

Expectations

° Fair competition
o Business ethics and reputation
o Cooperation with mutual benefits

° Business ethics
o Complying with relevant laws and
regulations

° Giving back to society
° Environmental protection
o Compliant operations

Communication channels

o Supplier management
meetings and events

o Supplier on-site-audit and
management system

° Regular work meetings
° Regular performance reports
° Field inspections

o Public or community events
° Community investment program
o ESG reports

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

MATERIALITY ASSESSMENT

The Group’s management and staff in major functions are involved in the preparation of the ESG Report to assist
the Group in reviewing its operations and identifying the relevant ESG issues, and assessing the importance of
those relevant matters to our business and stakeholders. 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

l Prevention of Child

Product Quality
and Safety

Employment Practices

Occupational Health and
Safety Management

Honesty and Anti-corruption

and Forced Labour
Corporate Social Responsibility l
Supply Chain Management l

Advertising and Labelling

Water Management Use of Packaging Material

Level of influence on Stakeholders’ Assessments and
Decisions

Level of Significance of Economic, Environmental and Social Impacts

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 are in compliance
with the requirements of the ESG Reporting Guide.

CONTACT US

We welcome stakeholders to provide their opinions and suggestions. You are welcome to provide valuable
feedback on the ESG Report or our sustainability performance by email at ir@skl.com.cn.
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ENVIRONMENTAL
A1. Emissions

The Group is committed to ensuring the long-term sustainability in the environment and our community.
We acknowledged our responsibilities in handling the potential environmental impacts brought about by our
business operations. We recognise our obligations in environmental consideration and always bring up any
matter of environmental concern in our decision-making processes.

To create a sustainable business, the Group has implemented an environmental system which was accredited
with ISO 14001:2015 Environmental Management System (“EMS”). The Group has also adopted relevant
environmental policies which apply the emission mitigation principles and the waste management principles
of “Reduce, Reuse, Recycle and Replace” (“4R Principles”). The objectives of such policies are to minimise
the adverse environmental impacts, and ensure the emissions or wastes being generated are conducted 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 our services. We are committed to raising our employees awareness on
environmental protection and compliance with the relevant environmental laws and regulations.

During the Reporting Period, the Group was not aware of any material non-compliance with environmental
related laws and regulations in relation to exhaust gas and greenhouse gas (“GHG”) emissions, water and
land discharge, and the generation of hazardous and non-hazardous wastes that would have a significant
impact on the Group. Such laws and regulations include but are not limited to the Environmental Protection
Law of the PRC, the Water Pollution Prevention and Control Law of the PRC, the Air Pollution Control
Ordinance of Hong Kong, and the Environmental Law of Macau.

Emissions Control

Exhaust Gas Emissions

The Group’s major sources of exhaust gas emissions are originated from diesel and petrol consumed by
vehicles. In response to the above sources, we have actively taken the following emission reduction measures
to minimise and control the impacts on air emitted from such sources:

o Conduct regular vehicle inspection and maintenance to maintain vehicle efficiency;

o Plan routes ahead of time to avoid route repetition and optimise fuel consumption;

° Remind employees to turn off engines for idling vehicles; and

° Actively adopt measures to reduce emissions, and relevant measures will be described in the section
headed “GHG Emissions” under this aspect.
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Besides, we have also been encouraging our employees to utilise the capacity of vehicles to reduce
unnecessary usage and wastage. Summary of the Group’s exhaust gas emissions performance was as

follows:

Types of exhaust gas Unit FY2020 FY2019
Nitrogen Oxides (NO,) kg 414.52 522.68
Sulphur Oxides (SO,) kg 0.74 0.75
Particulate Matter (PM) kg 39.72 50.08
GHG Emissions

The major sources of the Group’s GHG emissions are generated from diesel and petrol consumption by
vehicles (Scope 1) and purchased electricity (Scope 2). We have adopted the following measures to reduce
GHG emissions during operation:

° Actively adopt vehicular emission reduction measures which are described in the section headed
“Exhaust Gas Emissions” under this aspect; and

° Actively adopt measures for environmental protection, energy conservation, and water-saving which are
described in “Use of Resources” in aspect A2.

In addition to the above measures, the Group also propagates environmental protection messages to
employees by issuing environmental communication newsletters and posting notices and posters with green
information in offices to raise their awareness and promote the best practices of environmental management.
During the Reporting Period, the Group has achieved the target of reducing the total GHG emissions intensity.
In the future, we aim to make continuous efforts to maintain or reduce the total GHG emissions intensity in
the following year. Summary of the Group’s GHG emissions performance was as follows:

Indicator’ Unit FY2020 FY2019
Direct GHG emissions (Scope 1) 1CO,e 127.58 135.42
Energy Indirect GHG emissions (Scope 2) tCOe 16,511.69 19,078.84
Total GHG emissions (Scope 1 and 2) tCOe 16,639.27 19,214.26
Total GHG emissions intensity tCO,e/employee? 12.85 14.69
Total GHG emissions intensity tCO,e/million 18.72 20.33
revenue®
Note:
1. GHG emission data is presented in terms of carbon dioxide equivalent and are based on, but not limited to, “The

Greenhouse Gas Protocol: A Corporate Accounting and Reporting Standards” issued by the World Resources
Institute and the World Business Council for Sustainable Development, “How to prepare an ESG Report — Appendix
IIl: Reporting Guidance on Environmental KPIs” issued by the HKEX, “Global Warming Potential Values” from the
IPCC Fifth Assessment Report, 2014 (AR5), the latest released emission factors of China’s regional power grid basis,
and the “Sustainability Report 2019” issued by the Companhia de Electricidade de Macau (CEM).

2. As at 31 December 2020, the Group had a total of 1,295 employees (as at 31 December 2019: 1,308). The data is
also used for calculating other intensity data.

38 During the Reporting Period, the Group’s total revenue was approximately RMB888.7 million (FY2019: RMB945.2
million). The data is also used for calculating other intensity data.
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Sewage Discharge

As the sewage of the Group is discharged into the municipal sewage pipe network to the regional water
purification plant, the water consumed by the Group is considered as the sewage discharged. The data on
water consumption will be included in the section “Water Management” in aspect A2.

Waste Management

Hazardous wastes

Despite the Group did not generate hazardous wastes during the Reporting Period, the Group has established
guidelines governing the management and disposal of hazardous wastes. If there are any hazardous wastes
produced, the Group is required to engage a qualified chemical waste collector to handle such wastes, which
is complied with the relevant environmental regulations and rules.

Non-hazardous wastes

The Group adheres to the principle of waste management and is committed to handling and disposing of all
wastes generated by our business activities through abiding by the 4R Principles. The Group has formulated
the Waste Disposal Policy which is formally documented in the Food Safety Management System. All of
our waste management measures and practices comply with relevant environmental laws and regulations.
To minimise the disposal of paper boxes that are used as packaging materials by our suppliers, the Group
actively recycles paper boxes and extends their service life for different purposes. Apart from reusing those
paper boxes for packaging, we will also provide them for our customers to pack their products. The non-
hazardous wastes generated by our business activities are mainly paper, and we continue to place great
effort in educating our employees on the importance of reducing waste production by adopting the following
environmentally friendly initiatives to reduce non-hazardous wastes during our business operation:

o Set duplex printing as the default mode for most network printers;

° Print or copy only the pages needed;

° Reuse envelops, folders and carton in office;

o Utilise electronic means for office daily communication;

° Promote double-sided printing and photocopying;

° Separate the single-sided paper and double-sided paper neatly for better recycling; and

o Use the back of old single-sided documents for printing or as draft paper.
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During the Reporting Period, we have archived the target of maintaining or reducing the paper consumption
intensity. We will continue to maintain the target of maintaining or reducing the paper consumption intensity in
the following year. The Group’s non-hazardous wastes discharge performances were as follows:

Non-hazardous waste types Unit FY2020 FY2019
Paper tonnes 11.86 13.10
Paper consumption intensity tonnes/employee 0.01 0.01
Paper consumption intensity tonnes/million revenue 0.01 0.01

A2. Use of Resources
The Group takes the initiative to introduce resource efficiency and eco-friendly measures to the Group’s
operations. The Group has established relevant policies and procedures in governing the efficient use of
resources, aiming to achieve higher energy efficiency and reduce unnecessary use of resources.
Energy Management
The Group aims to minimise environmental impacts in our operations by identifying and adopting appropriate
measures. The Group has developed energy policies, measures and practices, for which they are formally
documented in the Office Order Management Regulations to show our commitment on energy efficiency. All
employees are required to adopt such measures and practices, including the purchase of energy-efficient
products and services, and assume responsibility for the Group’s overall energy efficiency.
The major source of energy consumed by the Group is purchased electricity consumed in daily operations as
well as diesel and petrol consumed for vehicles. The Group strives to further reduce energy consumption by
adopting the following energy-saving measures:
o Replace traditional light bulbs with electricity-saving light bulbs to ensure energy is being saved;
° Turn off all unnecessary lightings and use natural lightings as far as practicable;
o Clean electronic equipment (i.e., refrigerators and air-conditioners) regularly to maintain high efficiency;

° Turn office lights and other electronic devices off whenever and wherever unnecessary;

° Set the temperature of air-conditioners according to weather situations, and ensure that the
temperature should not be set under 26°C in summer and over 22°C in winter; and

o Utilise office electronic communication means.
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.
Although there was an increase in the consumption of diesel due to the insourcing delivery servis by the
Group during the Reporting Period, we have achieved our target to reduce the total energy consumption
intensity. In the future, we aim to make continuous efforts to maintain or reduce the total energy consumption
intensity. Summary of the Group’s energy consumption performance was as follows:

Energy types Unit FY2020 FY2019
Direct energy consumption MWh 488.95 498.26
Diesel MWh 376.90 1.19
Petrol MWh 112.05 492.07
Indirect energy consumption MWh 21,035.24 22,773.59
Electricity MWh 21,035.24 22,773.59
Total energy consumption MWh 21,524.19 23,266.85
Total energy consumption intensity MWh/employee 16.62 17.79
Total energy consumption intensity MWh/million revenue 24.22 24.62

Water Management

The Group mainly consumes water for cleaning and sanitation. We have educated and encouraged all
employees to develop the habit of water conservation. We have been strengthening our water-saving
promotion, posting water saving reminders, and guiding employees to use water reasonably. The following
are some measures we have implemented to improve the utilisation efficiency of water resources:

o Fix dripping taps immediately and avoid any leakage of the water supply system;

o Strengthen the inspection and maintenance on water tap, water pipelines and water storage;

° Carry out regular leakage tests on water taps, washers and other defects in the water supply system;

o Use water-saving equipment; and

o Advocate the virtue of preserving water and instill the concept of “Water Preservation” in employees.
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During the Reporting Period, the water consumption intensity per employee and per million revenue have
increased by approximately 35% and 42% respectively. The increase was mainly due to the increase in water
consumed for cleaning and sanitization in response to the COVID-19 pandemic. We aim to continuously
maintain or reduce the water consumption intensity in the following year. During the Reporting Period, the
Group’s water consumption performance was as follows:

Indicator Unit FY2020 FY2019
Water m? 111,898 83,834.00
Total water consumption intensity m3/employee 86.41 64.09
Total water consumption intensity m?3/million revenue 125.91 88.69

Since the Group’s consumed water is mainly tap water supplied by the municipal pipe network, therefore
there is no issue with sourcing water that is fit for purpose.

Use of Packaging Material

Due to the Group’s business nature, the main packaging material was plastic shopping bags. To reduce
the consumption of plastic shopping bags, we have actively encouraged our customers to bring their
own shopping bags. We aim to make continuous effort to maintain or reduce the plastic shopping bags
consumption intensity in the following year. Summary of the Group’s packaging material consumption
performance was as follows:

Type of packaging material Unit FY2020 FY2019*4
Plastic shopping bags tonnes 14.95 20.44
Plastic shopping bags intensity tonnes/million revenue 0.02 0.02
Note:

4, 2019 data has been restated.

A3. The Environment and Natural Resources

The Group pursues the best practices for environmental protection and focuses on the impact brought by
the Group’s businesses on the environment and natural resources. In addition to complying with related
environmental regulations and international standards to protecting the natural environment and achieving
the aim of environmental sustainability, we have also integrated the concepts of environmental protection and
natural resource conservation into our internal management and daily operational activities.

Working Environment

The Group heavily emphasises on indoor air quality, and has strict control over air quality management.
We prohibit anyone from smoking in all areas of shops and offices. Any person found to have violated such
rule will be subjected to disciplinary action. Besides, the Group regularly monitors and measures the indoor
air quality of the workplace to ensure office order and environmental sanitation. In addition, the Group has
installed air purification equipment in the workplace and regularly cleaning air-conditioning systems to filter
pollutants and dust in order to maintain the indoor air quality. Green plants will also be placed in offices and
shops to improve the overall air quality.
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SOCIAL
B1. Employment

Human resources are the most valuable asset and the foundation for sustainable development of the Group.
Therefore, we dedicate to improving our employment system in order to retain talents. We have formulated
an employee handbook (the “Employees’ Handbook”) to fulfil our vision on people-oriented management
and realising the full potential of employees. The Employees’ Handbook is formally documented, covering
recruitment, promotion, dismissal, remuneration and benefits, diversity, equal opportunities and anti-
discrimination, etc., to standardise the employment policies and codes to ensure that our employees
clearly understand their rights and responsibilities. We review and update the relevant policies regularly in
accordance with the latest laws and regulations.

During the Reporting Period, the Group was not aware of any material non-compliance with employment-
related laws and regulations that would have a significant impact on the Group. Such laws and regulations
include but are not limited to the Labour Law of the PRC, the Labour Contract Law of the PRC, the Social
Insurance Law of the PRC, the Employment Ordinance of Hong Kong, and the Labour Relations Law of
Macau.

Employment Practices
Recruitment, Promotion and Dismissal

We value talents and regard them as our most valuable and core assets, uphold the principle of fairness,
impartiality and openness employment in recruiting talents to provide sufficient reserves for strengthening
the Group’s business. To ensure employees and applicants are treated and evaluated in a fair way, we apply
robust and transparent recruitment processes based on merit selection against the job criteria, and recruit
individuals based on their work performance, personal attributes, job experiences and career aspiration,
regardless of their race, gender, religion, physical disability, marital status, sexual orientation, etc.

The Group offers promotion and development opportunities for outperforming employees through an open
and fair assessment system so as to explore their potential capability, develop their career and meet the
Group’s needs of sustainable development. The Group carries out employees’ appraisals and performance
reviews periodically based on the principle of meritocracy openly and fairly.

Besides, the Group does not tolerate the dismissal of employees under any unreasonable basis. Any
termination of employment contract would be based on reasonable, lawful grounds and internal policies. The
Group strictly prohibits any kind of unfair or unreasonable dismissals.

Remuneration and Benefits

The Group has established a fair and reasonable remuneration system that provides compensation to
employees. We offer competitive remuneration and benefits, which are determined by referencing market
benchmarks in order to attract high-calibre candidates. Staff performance review and annual salary review
are conducted regularly to determine the adjustments of salary. The Group also offers other remuneration
packages, including but not limited to holidays, medical insurance, and granted leaves such as maternity
leave, marriage leave, compassionate leave, and bereavement leave.
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The Group signs and executes labour contracts with all employees in the PRC in accordance with the Labour
Contract Law of the PRC. The Group pays “five social insurance and one housing fund” for its employees
in the PRC in compliance with the laws and regulations, namely endowment insurance, medical insurance,
unemployment insurance, work injury insurance, maternity insurance and housing provident fund to protect
employees’ social insurance entitlements.

Diversity, Equal Opportunities and Anti-discrimination

The Group understands the value of a diverse and skilled workforce and are committed to developing and
maintaining an inclusive and collaborative workplace culture in which all can thrive. We are dedicated to
providing equal opportunity in all aspects of employment and maintaining an inclusive and collaborative
workplace culture that is 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, sexual
orientation or any other grounds.

As at 31 December 2020, the Group had a total of 1,295 employees and the overall turnover rate was 46%.
The following charts and table demonstrate the distribution of employee number and turnover rate of the
Group.

Employee Diversity by Gender Employee Diversity by Employment
Category

178’

347

948

1,117

B Male B Female B Ful-time M Part-time
Employee Diversity by Age Group Employee Diversity by Geographical

» Region
189 195 35 ‘\
911

1,249

H<30 W30-50 m>50 B The PRC M Macau M Hong Kong
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Turnover Rate

(%)

By Gender

Male 49

Female 45
By Age Group

<30 115

30-50 34

>50 34
By Geographical Region

The PRC 47

Macau 14

Hong Kong 73

B2. Health and Safety

The Group highly values employees’ health and safety and is committed to protecting employees’ health and
safety by providing and maintaining a safe and healthy work environment. An occupational health and safety
system is formulated, and the certificate of OHSAS 18001 Occupational Health and Safety Management
System is obtained. The Group has also formulated a range of occupational health and safety measures and
practices which are formally documented in the Employees’ Handbook. Such measures and policies are
to prevent and remediate accidents, detect potential safety hazards, and to ensure workplace safety. We
review, and if necessary, revise the relevant measures and practices at least annually to ensure continuous
improvements of our health and safety standards.

During the Reporting Period, there were no reported work-related fatalities. The Group was not aware of any
material non-compliance with health and safety-related laws and regulations that would have a significant
impact on the Group. Such laws and regulations include but are not limited to the Law of the PRC on the
Prevention and Control of Occupational Diseases, the Production Safety Law of the PRC, the Occupational
Safety and Health Ordinance of Hong Kong, and Macau’s Decree Law No. 37/89/M (general regulation of
working safety and hygiene of office, service and commercial establishment).

Occupational Health and Safety Management

Employees are required to follow the safety and health measures set out in the Employees’ Handbook. To
pursue an injury-free working environment, regular safety inspections are conducted to reduce the risks to
employees. Follow-up actions will be carried out immediately when deemed necessary.

We emphasise to our employees that strict compliance with safety requirements is vital to ensure that they
do not put themselves in danger. When safety issues are spotted, employees are required to report in a
timely manner. The Group has also formulated a series of emergency plans on a regular basis in case of any
accidents in order to further reinforce employees’ safety awareness.

In response to the outbreak of COVID-19 pandemic, the Group has formulated a series of policies
and measures to safeguard the health and safety of our customers and employees. Apart from issuing
memorandums to our employees about the importance of maintaining personal hygiene, the Group also
requires all employees and customers to wear surgical face masks and measure body temperature prior to
entering the stores or the Group’s premises. To ensure a hygienic environment is provided, every store is
sanitized twice a day, and different parts of the air conditioning ventilation system, such as cooling towers,
filters, and purifiers will be sanitized or replaced periodically. In addition, employees who are diagnosed or
suspected of being infected by a medical institution shall be reimbursed-in full with the treatment fees.
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Fire Safety

The Group has formulated fire safety systems in accordance with the Fire Protection Law of the PRC. The
Group has provided training to employees in using fire equipment such as fire extinguishers, and conduct fire
drills periodically. Fire evacuation plans are also formulated and evaluated regularly to ensure fire safety.

B3. Development and Training
The Group recognises the valuable contribution our talents made to the continued success of the Group.
We are committed to inspiring our human capital towards delivering excellence. This is achieved through the
development of training strategy that focuses on creating values and serving the needs of our customers, our

talents and society.

The following charts demonstrates the breakdown of employees trained by gender and employee category:

Employees trained by Gender Employees Trained by Employee
Category
26% 0%
9%
74%
91%
M Male Female B Senior Middle B Junior

Training and Career Development

The Group has developed training policies that offer different training and development opportunities to our
employees in order to strengthen their work-related skills and improve the overall operational efficiency.

Different training courses and development programmes are provided for frontline employees, headquarters’
employees, middle management and senior management. We require all new employees to attend induction
courses to ensure that they are well-equipped with the necessary skills to perform their duties. The Group
also provides regular on-the-job trainings to our existing employees. Training contents are regularly updated
to ensure training materials are able to enhance the skills, knowledge, and competency of employees to
perform duties and tasks.

I

Team-building activity
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B4.

B5.

, (i
During the Reporting Period, the average training hours per employee was 2.78 hours. The breakdown of the
average training hours completed per employee by gender and employee category are as follows:

Average training

hours
(hours)
By Gender
Male 2.58
Female 2.85
By Employment Category
Senior 4.04
Middle 2.47
Junior 0

Labour Standards
Prevention of Child and Forced Labour

The Group strictly prohibits child and forced labour during the recruitment process as defined by laws
and regulations. We strictly comply with local laws to prohibit any child and forced labour employment.
All recruitment procedures are closely monitored by the Group’s Human Resource Department to ensure
compliance of latest and relevant laws and regulations that prohibits child labour and forced labour.

To combat against illegal employment on child labour, underage workers and forced labour, valid identity
documents such as physical examination certificates, academic credentials, and identity cards are collected
by the Group’s human resources staff prior to the confirmation of employment. The Human Resources
Department also ensures identity documents are carefully checked. If violation is involved, it will be dealt with
in the light of circumstances.

During the Reporting Period, the Group was not aware of any material non-compliance with any material non-
compliance with child and forced labour-related laws and regulations that would have a significant impact on
the Group. Such laws and regulations include but are not limited to the Labour Law of the PRC, the Labour
Contract Law of the PRC, the Employment Ordinance of Hong Kong, and the Labour Relations Law of
Macau.

Supply Chain Management

As a socially responsible enterprise, it is vital to maintain and manage a sustainable and reliable supply chain.
The supply chain management should be consistent with the Group’s sustainability strategies in establishing
a mutual trust and understanding with its business partners. All suppliers are evaluated carefully and are
subjected to regular monitoring and assessment. All suppliers are expected to operate in compliance with
local environmental laws, ordinances and regulations, so as to reduce ecological impacts.

Supply Chain Management

The Group has established a rigorous supplier selection system in selecting suppliers. During the supplier
selection process, the Group does not only review suppliers’ basic information, but also consider a number
of other factors such as pricing, service quality, business reputation, and the compliance to relevant industrial
laws, regulations and standards. In addition, we place product quality as our first priority, and we review the
performance of our food product suppliers from time to time and request suppliers to provide regular testing
reports of products in order to ensure the supplied food products are meeting our food. quality standards.
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In view of the growing social concern on environmental issues, the Group has also incorporated
environmental and social considerations into the supplier selection process. We strive to maintain a good
relationship with suppliers with remarkable records in environmental and social performance; suppliers who
fail to demonstrate a good standard or fail to meet the Group’s supplier selection criteria maybe excluded
from our list of suppliers for future engagements.

In addition to the supplier selection system, the Group has formulated policies and procedures to ensure all
suppliers could compete in a transparent and fair way. We will not tolerate any forms of discrimination against
any suppliers, and we do not allow any forms of corruption or bribery. Employees and other individuals with
interest in the suppliers are not allowed to participate in relevant procurement activities. The Group only
selects suppliers who have good track record in the past and have no serious violations of business ethics.

During the Reporting Period, the Group had a total of 756 suppliers, for which 585 are from the PRC and 171
are from Macau.

B6. Product Responsibility

The Group actively safeguards the quality of our products and services, and maintains on-going
communication with our customers to ensure understanding and satisfaction of their demands and
expectations. We aim to apprehend customers’ need and expectations, and strive to continuously improve
the quality of our products and services.

During the Reporting Period, the Group was not aware of any material non-compliance with any laws and
regulations concerning advertising, labelling and privacy matters relating to products and services provided
and methods of redress that would have a significant impact on the Group. Such laws and regulations
include but are not limited to the Law of the PRC on the Protection of Consumer Rights and Interests, the
Product Quality Law of the PRC, the Patent Law of the PRC, the Advertising Law of the PRC, the Personal
Data (Privacy) Ordinance of Hong Kong, the Food Safety Law of Macau, and the Consumer Protection Law of
Macau.

Customer Service

The Group provides quality and warm service and experiences to consumers through standardised service
quality, humanised service process and standardised service management. We recognise the importance
of customers’ needs and regard them as the foundation for the continuous improvement of our business.
Customers can file complaints through mail, phone, and in person. The Group will process and record
complaints with dedicated personnel, and keep the process and record confidential to protect all parties’
interest to ensure that the complaint process is conducted fairly and recorded properly.

The Group requires each complaint to be properly submitted and processed through relevant function,
and prohibits employees to reach private settlement with the complainant to ensure that the Group can
accurately receive feedback from customers as an essential basis for enhancing the quality of business
operations. The Group considers customer complaint as an important part of continuous improvement of
its quality management. We are committed to understanding the facts and root causes of each customer’s
complaint, identifying responsible parties and areas for improvement, making recommendations and ensuring
that necessary improvements have been made in order to enhance the quality of the Group’s services, as
to enable customers’ loyalty to the Group’s services and to retain a customer base for promoting the future
development of the Group.
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B7.

Product Quality and Safety

The Group recognises the importance of achieving and maintaining high product quality standard for the
sustainable growth of the Group. A Food Safety Management System is established to ensure food quality
and safety are maintained. To ensure food quality are up to the Group’s standards, raw materials and food
ingredients are sourced primarily from the list of suppliers approved by the Group’s senior management. The
Group examines the freshness and quality of the raw materials and food ingredients on a regular basis. The
Group would cease sourcing from those suppliers who fail to provide quality food ingredients as specified.

Moreover, the Group prohibits employees from smoking, chewing gums and eating during work. Employees
are required to sanitise their hands and wear gloves before touching raw food ingredients. Frontline
employees are required to provide health certificates, and conduct body check annually to ensure that they
are in good health conditions when handling food products.

The Group has also formulated an Expired Food Management Policy that is documented in the Food Safety
Management System to specify different instructions and measures to standardise the daily logistics of the
warehouse. Such measures include scanning food products daily to ensure food products are not expired.
For food products which have already been expired, responsible personnel should dispose such food
products in a destructive manner and record the amount of disposed product.

Advertising and Labelling

The Group strictly prohibits the advertisements to disclose descriptions, claims or illustrations that are not
true. The Group advertises our shops and business through a variety of platforms, such as mobile apps
and billboards. The Group complies with relevant legislations and code of practices, organises promotion
campaigns and creates advertising materials and ensures they are reliable, reasonable, and not containing
any deceitful details or elements when generating advertisements in order to protect consumers’ interests,
rights and benefits.

Anti-corruption

The Group believes that a clean corporate culture is the key to our continued success, and we uphold the
principles of integrity, honesty and fairness in how we conduct businesses. An Anti-corruption Policy has
therefore been formulated and stipulated in the Employees’ Handbook to manage fraudulent practices.

During the Reporting Period, there was no concluded legal case regarding corrupt practices brought against
the Group or its employees. The Group was also not aware of any material non-compliance with related laws
and regulations of bribery, extortion, fraud and money laundering that would have a significant impact on the
Group. Such laws and regulations include but are not limited to the Criminal Law of the PRC, the Company
Law of the PRC, the Prevention of Bribery Ordinance of Hong Kong, Prevention and the Law Suppression of
Bribery in Private Sector, and the Prevention and Suppression of the Crime of Money Laundering of Macau.
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Honesty and Anti-corruption

The Group strictly adheres to a high standard of business conduct, and has established relevant policies
to define appropriate measures in handling conflict of interests, leakage of confidential information,
embezzlement of the Group’s asset in one’s position, etc. to comply with relevant laws and regulations. The
Group does not tolerate any forms of corruption, including deception, bribery, forgery, extortion, conspiracy,
embezzlement, money laundering and collusion. Disciplinary actions will be taken against any kind of
misconduct or malpractice.

Employees who are involved in related business activities are required to sign the probity letter upon
employment. As spell out in the probity letter, employees should not offer, solicit or accept anything of
material value to or from their colleagues, customers, suppliers or other business partners of the Group
unless the Group has given consent. The Group expects all employees to discharge their duties with integrity,
to act fairly and professionally, and to abstain from involving in any bribery activities or activities that might
exploit their positions against the Group’s interests.

The Group also requires its business partners to strictly comply with anti-corruption practices. All business
partners are required to sign an acknowledgement letter of the Group’s anti-corruption policies. Our
statement of anti-corruption policies is placed in all open meeting areas to remind employees and our
business partners of complying such practices.

B8. Community Investment

The Group empathetically stresses the importance of supporting the public by social participation and
contribution. We aim to promote the stability of society, and support underprivileged on rehabilitation to
improve the quality of life. To fulfil our corporate social responsibility, we focus on inspiring our employees’
sense of social responsibility and encouraging them to participate in activities that contribute to the
community.

Corporate Social Responsibility
During the Reporting Period, the Group has strengthened its infection prevention and supervision measures
and complied with the government’s direction on stabilising prices and ensuring supply. We had also donated

approximately RMB60,000 of epidemic prevention supplies to Foshan Chain Association as well as the
villages and communities surrounding the Town of Lecong.

v e v b A7 B2 )
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Donations made by the Group Donation certificate awarded by Town of Lecong
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CONTENT INDEX OF THE ESG REPORTING GUIDE

Subject Areas, Aspects,
General Disclosures and KPIs
Aspect A1: Emissions

General Disclosure

KPI' A1.1 (“comply or explain”)

KPI A1.2 (“comply or explain”)

KPI A1.3 (“comply or explain”)

KPI A1.4 (“comply or explain”)

KPI A1.5 (“comply or explain”)

KPI A1.6 (“comply or explain”)

Aspect A2: Use of Resources

General Disclosure

KPI A2.1 (“comply or explain”)

KPI A2.2 (“comply or explain”)

KPI A2.3 (“comply or explain”)

KPI A2.4 (“comply or explain”)

KPI A2.5 (“comply or explain”)

Description

Information on:

(@) the policies; and

(b) compliance with relevant laws and
regulations that have a significant
impact on the issuer relating to Exhaust
Gas and GHG emissions, discharges
into water and land, and generation of
hazardous and non-hazardous waste.

The types of emissions and respective

emissions data.

GHG emissions in total (in tonnes) and

intensity.

Total hazardous waste produced (in tonnes)

and intensity.

Total non-hazardous waste produced (in

tonnes) and intensity.

Description of reduction initiatives and

results achieved.

Description of how hazardous and non-

hazardous wastes are handled, reduction

initiatives and results achieved.

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

Direct and/or indirect energy consumption
by type in total and intensity.

Water consumption in total and intensity.

Description of energy use efficiency initiatives
and results achieved.

Description of whether there is any issue in
sourcing water that is fit for purpose, water
efficiency initiatives and results achieved.
Total packaging material used for finished
products (in tonnes) and with reference to
per unit produced.

Aspect A3: The Environment and Natural Resources

General Disclosure

KPI A3.1 (“comply or explain”)

Policies on minimizing the issuer’s significant
impact on the environment and natural
resources.

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

Section/Declaration

Emissions

Emissions — Emissions Control,
Waste Management
Emissions — Emissions Control

Not applicable — Explained

Emissions —

Waste Management
Emissions — Emissions Control,

Waste Management
Emissions —

Waste Management

Use of Resources

Use of Resources —
Energy Management
Use of Resources —
Water Management
Use of Resources —
Energy Management
Use of Resources —
Water Management

Use of Resources —
Use of Packaging Material
The Environment and Natural
Resources
The Environment and Natural

Resources —
Working Environment
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Subject Areas, Aspects,
General Disclosures and KPIs
Aspect B1: Employment
General Disclosure

KPI B1.1 (“Recommended
Disclosure”)

KPI B1.2 (“Recommended
Disclosure”)

Aspect B2: Health and Safety

General Disclosure

KPI B2.1 (“Recommended
Disclosure”)

Description

Information on:

(@) 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,
antidiscrimination, and other benefits
and welfare.

Total workforce by gender, employment

type, age group and geographical region

Employee turnover rate by gender, age

group and geographical region.

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.

Number and rate of work-related fatalities

Aspect B3: Development and Training

General Disclosure

KPI B3.1 (“Recommended
Disclosure”)

KPI B3.2 (“Recommended
Disclosure”)

Aspect B4: Labour Standards

General Disclosure

KPI B4.1 (“Recommended
Disclosure”)

KPI B4.2 (“Recommended
Disclosure”)
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Policies on improving employees’ knowledge
and skills for discharging duties at work.
Description of training activities.

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

The average training hours completed per
employee by gender and employee category.

Information on:

(@) the policies; and

(b) compliance with relevant laws and
regulations that have a significant
impact on the issuer relating to
preventing child and forced labour.

Description of measures to review employment

practices to avoid child and forced labour.

Description of steps taken to eliminate such

practices when discovered.

Section/Declaration

Employment

Employment —
Employment Practices

Employment —
Employment Practices

Health and Safety

Health and Safety

Development and Training

Development and Training

Development and Training

LLabour Standards

LLabour Standards

LLabour Standards
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Subject Areas, Aspects,
General Disclosures and KPIs  Description
Aspect B5: Supply Chain Management

General Disclosure Policies on managing environmental and
social risks of the supply chain.
KPI B5.1 (“Recommended Number of suppliers by geographical region
Disclosure”)
Aspect B6: Product Responsibility
General Disclosure 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.
KPI B6.4 (“Recommended Description of quality assurance process and
Disclosure”) recall procedures.
KPI B6.5 (“Recommended Description of consumer data protection
Disclosure”) and privacy policies, and how they are

implemented and monitored.
Aspect B7: Anti-corruption
General Disclosure 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.
KPI B7.1 (“Recommended Number of concluded legal cases regarding
Disclosure”) corrupt practices brought against the issuer
or its employees during the reporting period
and the outcomes of the cases.
Aspect B8: Community Investment
General Disclosure Policies on community engagement to
understand the needs of the communities
where the issuer operates and to ensure
its activities take into consideration the
communities’ interests.

Section/Declaration
Supply Chain Management

Supply Chain Management

Product Responsibility

Product Responsibility

Product Responsibility

Anti-corruption

Anti-corruption

Community Investment
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EXECUTIVE DIRECTORS

Mr. Du Xiaoping (“Mr. Du”) (f/)3F), aged 59, was appointed as the Chairman and an executive Director of the
Company on 27 July 2020. He has been serving various positions among the Company’s controlling shareholders,
including as the chairman of the board of directors of CCOOP Group Co., Ltd.* (5 AEEB M AR A F)
(*CCOOP Group”) since 2018, a company listed on the Shenzhen Stock Exchange (stock code: 000564), a director
of CCOOP International Holdings Limited* ({#5 X & Bl EX 42 A% B BR 2 7]), and the chairman of the board of directors
and general manager of Hainan CCOOP Holding Ltd.* (&5 # 5 K& 2R A BR A 7)) since 2019. Since 2019, Mr. Du
has also served as an executive director and the general manager of Shanxi Central Europe Development Holdings
Ltd.* (Priarh BLESRAZAY AR A 7)), a director of HNA Logistics Group Co., Ltd.* (¥R EE AR A 7)), and an
executive director and the general manager of HNA Modern Logistics Group Co., Ltd.* (8RR EB B R A R)).
Finally, since 2017, Mr. Du has also served as the chairman of the board of directors of Shanxi Chang’an Aviation
& Tourism Co., Ltd.* (REGR LM ZETRIEBR A F).

Over the years, Mr. Du held various other positions within the aviation transportation and tourism industry. Mr. Du
previously served as the chairman of the board of directors of Air Guilin Airlines & Tourism Group Co., Ltd.* (EE#k
fRze ik iz 5= @ A R A 7)) between 2016 and 2017, a director of HNA Airlines Holdings Co., Ltd.* (Bfifiz=S£E AR
A 7)) between 2015 and 2017, the chairman of the board of directors of Tianjin Airlines Co., Limited* (K2 %
R & 72 7)) between 2015 and 2016, the executive chairman of the board of directors and the president of Gansu
Airport Group Co., Ltd.* (H&EE# 5 E£E B[R A 7)) between 2009 and 2015, the chairman of the board of directors
of Hainan Tourism Group Co., Ltd.* (B IREEE BB R A 7)) between 2005 and 2006, the vice general manager
of the Beijing operations of Hainan Airlines Holding Co., Ltd.* (8#mM =) ER A 7)), a company listed on the
Shanghai Stock Exchange (stock code: 600221), between 2004 and 2007, the executive vice president of China
Xinhua Airlines Co., Ltd.* (FFEIFTEMZEFR = T2 7)) between 2002 and 2005, the vice chairman of the board of
directors and the general manager of Air Chang An Co., Ltd.* (RZMZEARE T A7) between 2000 and 2002,
the general manager of the human resources department of Hainan Airlines Holding Co., Ltd.* (B Z=i&7D B R
A 7)) 1997 to 2000, the general manager of the marketing department of Hainan Airlines Holding Co., Ltd.* (S
Z= k15 B IR A 7)) between 1995 and 1997 and a teacher at the Tianjian Civil Aviation University of China* (K&
RAZPT) between 1982 to 1993.

Mr. Du graduated from the Maastricht School of Management in the Netherlands with a master’'s degree in
business administration in 1995.

Mr. Han Wei (“Mr. Han”) (#3), aged 39, was appointed as a non-executive Director of the Company on
10 June 2017, and re-designated as an executive Director and the Chief Financial Officer of the Company on
13 September 2017. Mr. Han resigned as the Chief Financial Officer and was appointed as the Chief Executive
Officer of the Company on 27 July 2020. Mr. Han has been appointed as a director of Hong Kong Shun Ke Long
International Limited, Shun Ke Long International Limited, Ozone Supply Chain International Limited and Ozone
Supply Chain Management Limited, all of which are wholly owned subsidiaries of the Company, on 5 August 2020.
Mr. Han has been serving various positions among the Company’s controlling shareholders, including as a director
of CCOOP Group since 2017 and an executive director of Green Industrial (HK) Holding Co., Limited* (4% & 2
(&%) BBR A7) since 2016. In addition, Mr. Han also has been appointed as an executive director of Feihang
Yuanchuang Investment Co., Ltd.* (R ZE &I E G R A 7)) since 2016.
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Mr. Han previously served as the financial controller between 2017 and 2018 and the president between 2019
to February 2021 of CCOOP Group. Mr. Han served as the chairman of the board of directors of Hainan CCOOP
Digital Technology Industry Co., Ltd.* (BRMHERNEEFTRIFEEZEBR AR (formerly known as Hainan CCOOP
Financial Information Technology Co., Ltd. (8RR &£ REERHELBR A F]) between 2019 to December
2020, the deputy financial controller and the general manager in the financial planning department of Hainan
CCOOP Holding Ltd.* (&£t $5 K &R A R A R]) between 2015 and 2016. Mr. Han has also been appointed as
a director of HNA Commence Holding Co., Ltd.* (G % Z% A R A &) between 2016 to July 2020 and the chief
financial officer and the financial controller of HNA Commence Holding Co., Ltd.* (& #i & 35 E IR A 7)) between
2015 and 2016, the executive deputy manager in the finance planning department of HNA Industrial Group Co.,
Ltd.* (B EZEE AR A A)) between 2013 and 2015, the vice president of the project construction department
of HNA Industry Holding Co., Ltd.* (BME ZZM% (&) BR A7) in 2012, the deputy general manager in the
finance planning department of HNA Based Industry Group Co., Ltd.* (AR E ¥ EE AR Q")) between 2012
and 2013, the assistant to the general manager in the finance department of Hainan Airlines Holding Co., Ltd.*
(M ZERRMD AR AR between 2011 and 2012, and the fund planning and controlling manager and the fund
planning supervisor both in the finance planning department of HNA Group Co., Ltd.* (&#i%E AR A 7)) between
2008 and 2009 and between 2004 and 2008, respectively.

Mr. Han has graduated from Tsinghua University with an executive MBA degree in 2020. Prior to this, Mr. Han
graduated from Xiamen University in China with a postgraduate diploma in 2006, and from Xi’an Jiaotong University
in China with dual bachelor degrees in Economics and Law in 2004. He is an intermediate economist.

NON-EXECUTIVE DIRECTOR

Mr. Wang Fu Lin (“Mr. Wang”) (Ef&#F), aged 44, was appointed as a non-executive Director on 10 June 2017.
Mr. Wang previously served as the deputy general manager of project development and management department
of HNA Group Co., Ltd.*(8fM%EEER AR, the assistant to president of HNA Real Estate Holdings (Group)
Co., Ltd.* (B E 242/ (£E) AR A R), the chairman and general manager of Chongging Dingrui Real Estate
Development Co., Ltd.* (EE SImiER AR A 7)), the general manager in the planning investment department
of Hainan Gongxiao Daji Holding Ltd.* (&Rt R £ AR A R]), and the general manager of the investment
innovation department of CCOOP Group. Mr. Wang currently serves as the general manager of the board office
of CCOOP Group, a director of HNA Commerce Holding Co., Ltd.* CEMEEER AR A R]), and a director of
CCOOP International Holdings Limited* ({5 RS BIBRIZR% B BR A 7). He holds a bachelor’s degree in Economics
from Xi’an College of Statistics in China.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Cheng Hok Kai Frederick (“Mr. Cheng”) (#8225k), aged 57, was appointed as an independent non-executive
Director of the Company on 27 July 2020. Mr. Cheng has been serving as an independent non-executive director
and the chairman of the audit committee of CIMC Vehicles (Group) Co., Ltd. (FEEH (L£8) RN ER AR, a
company listed on The Stock Exchange of Hong Kong Limited (the “Stock Exchange”) (stock code: 1839), and as
an independent non-executive director, the chairman of the audit committee and a member of the remuneration
committee of JiaXing Gas Group Co., Ltd. (ZETMRBEB M ER A R]), a company listed on the Stock
Exchange (stock code: 9908) since 2019. Since 2017, Mr. Cheng has also been serving as an independent non-
executive director, the chairman of the audit committee, and a member of each of the nomination and remuneration
committees of Luzhou Xinglu Water (Group) Co., Ltd. (EM T EEKES (&) kB A7), a company listed on
the Stock Exchange (stock code: 2281).
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Mr. Cheng previously served various senior positions at other companies listed on the Stock Exchange. Mr.
Cheng served as an executive director of Sanai Health Industry Group Company Limited (ZEfZEEZEBE AR
‘A7A]), a company listed on the Stock Exchange (stock code: 1889), in 2019, and the chief financial officer, the
company secretary, an authorised representative under Rule 3.05 of the Listing Rules and the managing director
of corporate finance and investment of PuraPharm Corporation Limited (% 1328 ABR A &), a company listed on
the Stock Exchange (stock code: 1498), between 2010 and 2018. Prior to that, Mr. Cheng served as the finance
director of Asia Pacific and Japan of Autodesk Asia Pte Ltd. between 2006 and 2008, the finance director of
Pacific Rim of Mentor Graphics Asia Pte Ltd. between 2004 and 2006, the finance director of Asia Pacific and
Japan of LSI Logic Hong Kong Limited between 1997 and 2004, and an audit assistant and a senior accountant of
PricewaterhouseCoopers (formerly known as Price Waterhouse) between 1985 and 1988.

Mr. Cheng graduated from the University of New South Wales in Australia with a master’s degree in accounting in
1992, and from the University of Salford in the United Kingdom with a bachelor’s degree in finance and accounting
in 1985. Mr. Cheng was admitted as an associate member of () CPA Australia (formerly known as Australian
Society of Certified Practising Accounts), (i) the Hong Kong Institute of Certified Public Accountants (formerly
known as Hong Kong Society of Accountants), (iii) Governance Institute of Australia (formerly known as Chartered
Secretaries Australia) and (iv) The Chartered Governance Institute, U.K. (formerly known as Institute of Chartered
Secretaries and Administrators, U.K.) in 1992, 1992, 1996 and 1995, respectively, and then as the fellow member
of such professional bodies in 2004, 2003, 2013 and 2012, respectively.

Mr. Wang Yilin (£ —#k), aged 66, was appointed as an independent non-executive Director of the Company
on 5 August 2020. Mr. Wang Yilin has served as the chief consultant of Sanya International Asset Exchnage* (=
DEREERSH L) since November 2020. Mr. Wang VYilin has been serving as the president of the Financial
Development Promotion Association of Hainan Province* (& & @EE(R#E), and the honorary president
of the Real Estate Association of Hainan Province* (8R&BMEZTE) since 2018. Mr. Wang Yilin previously
served as a member of the Standing Committee of the Sixth People’s Political Consultative Conference of Hainan
Province* (B4 F£/NERIHBHFZE B€) between 2013 and 2018, and the general manager and the secretary of
the Party Committee of the Bank of China Hainan branch* (f Bl $R1T/8/ 4 5177) between 2010 and 2014,

Mr. Wang Yilin graduated from the Xi’an Jiaotong University* (FA% 2 A E2) in China with a PhD in Economics in
2000.

Mr. Zou Pingxue (“Mr. Zou”) (¥ £8), aged 55, was appointed as an independent non-executive Director of the
Company on 5 August 2020. Mr. Zou has been serving as the director and a member of academic committee of
the Center for Basic Laws of Hong Kong and Macau Special Administrative Regions of Shenzhen University* (&3l
REFEREAKIFFEH L), and as a part-time doctoral supervisor of legal theory of the Graduate School of Chinese
Academy of Social Sciences* (Bt @RI EF7 A8 4 F), since 2016. Mr. Zou has also been serving as a part-time
doctoral supervisor of Constitutional Law and Administrative Law of the Law School of Wuhan University* (E% X
BLELT) since 2011, and a professor of the Law School of Shenzhen University* (ZIIIKESAE7) since 2005.

Mr. Zou previously served as the deputy director and a member of the academic committee of the Center for Basic
Laws of Hong Kong and Macau Special Administrative Regions of Shenzhen University* (F 311K 22788 E AL 5T
H 0y between 2009 and 2016. Between 2001 and 2014, Mr. Zou also held various positions at the Law School
of Shenzhen University, including the positions of associate dean between 2009 and 2014, associate professor
between 2002 and 2005, and office director and lecturer between 2001 and 2002. Prior to that, Mr. Zou served at
the “Ruling City by Law” Office of the Standing Committee of the Shenzhen People’s Congress* (ZYITFA A HZ &
BGEORMPAE), as a principal staff member between 1996 and 2001, a senior staff member in 1996, and a staff

member between 1995 and 1996.

Mr. Zou graduated from the Law School of Wuhan University (/& A 2558 F%) in China, with a bachelor’s degree
in Law in 1987, a master’s degree in Constitutional Law in 1990, and a PhD in Constitutional Law in 1995.
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SENIOR MANAGEMENT

Ms. Wang Hui (“Ms. Wang”) (£ #), aged 46, was appointed as Chief Financial Officer of the Company on 5
August 2020. Ms. Wang has been serving as the president of CCOOP Group since February 2021. Ms. Wang
previously served as the financial controller of CCOOP Group between 2018 to February 2021, the general
manager of the finance planning department of CCOOP Group between 2016 and 2018, the financial controller of
Hainan HNA Sales Ltd.* (8F/8MMEIHEBR A7) between 2013 and 2016. Ms. Wang served as the general
manager of the finance department of Yuekai Securities Co., Ltd.* (BRZEFMD AR A A)) (formerly known as
Lianxun Securities Co., Ltd. (@175 5D AR A 7)) between 2011 and 2013, an accountant of the accounting
management centre of the finance planning department of HNA Group Co., Ltd.* (BfiEE &R A 7)) between
2006 and 2011, the finance manager of the finance department of Sanya LSG Catering Co., Ltd* (Z e 2L R
T /A BR A &) between 2005 and 2006, the project manager of Hainan Efa Certified Public Accountants* (B 83 &
STEM ST PT) between 2001 and 2004, and the financial manager of Sanya Branch of China Air Express Co., Ltd* (&
MIRIE =55 A &) between 2000 and 2001.

Ms. Wang graduated from the Party School of the Guizhou Provincial Committee of the Communist Party of China
with a bachelor’s degree in economics and management in 1998. She has been a certified public accountant in
China since 2003.

Ms. Wang Yanfen (E %), aged 45, joined the Group in 1996. She started as a first-line manager, and currently
is the general manager of R L EERE E2EHE AR 2 R), a wholly-owned subsidiary of the Company. She is
responsible for the Group’s business operations. Ms. Wang Yanfen has been committed to promoting corporate
development, deepening reform, innovation and transformation and standardizing management, as a way to
enhance efficiency and improve performance. Ms. Wang Yanfen successively served as deputy to the 14th
National People’s Congress of Foshan, Guangdong province, a guest supervisor of Lecong People’s Government,
and women’s representative of Lecong. She also held management positions in various social groups and industry
associations. Ms. Wang Yanfen was awarded as an advanced individual in the “Women Heroes” selection held in
Shunde district, “Industry Star” in Lecong, “Advanced Workers” and “Outstanding Member of Communist Party”.
She strives to play her part in building a better society. Ms. Wang Yanfen graduated from Ji’nan University majoring
in business administration, and obtained a MBA degree from Victoria University, Switzerland.

COMPANY SECRETARY

Mr. Qiu Minghao (“Mr. Qiu”) (EBBAR), aged 40, was appointed as Company Secretary of the Company on 31
October 2019. He is a Chartered Secretary and an Associate of both The Chartered Governance Institute, U.K.
(formerly known as The Institute of Chartered Secretaries and Administrators, U.K.) and The Hong Kong Institute of
Chartered Secretaries. He has more than ten years of experience in handling company secretarial and compliance
related matters to Hong Kong listed companies. Mr. Qiu received a Bachelor’s degree of Administrative Studies
with Honours from York University in Canada in 2005.

*

For identification purpose only
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CORPORATE GOVERNANCE PRACTICES

The board (the “Board”) of directors (the “Directors”) of China Shun Ke Long Holdings Limited (the “Company”,
with its subsidiaries, collectively, the “Group”) is committed to achieving high corporate governance standards. The
Board believes that good corporate governance standards are essential in providing a framework to safeguard the
interests of shareholders of the Company (the “Shareholders”), to enhance corporate value and accountability, and
to formulate its business strategies and policies for the development of the Group.

The Company’s corporate governance practices are based on the principles and code provisions as set out in the
Corporate Governance Code (the “CG Code”) contained in Appendix 14 of the Rules (the “Listing Rules”) Governing
the Listing of Securities on The Stock Exchange of Hong Kong (the “Stock Exchange”). The Board is of the view
that for the year ended 31 December 2020, the Company has complied with all the code provisions as set out in
the CG Code, except for the following deviation:

Code Provision A.2.1

Code provision A.2.1 of the CG Code provides that the responsibilities between the Chairman and the Chief
executive officer of an issuer should be segregated and should not be performed by the same individual.

Between 1 January 2020 to 27 July 2020, Mr. Sun Kin Ho Steven (“Mr. Sun”) was both the chairman of the Board
and Chief Executive Officer (the “CEQO”) of the Company. The Board believes that vesting the roles of both the
chairman of the Board and the CEO in the same person can facilitate the execution of the Company’s business
strategies and boost effectiveness of its operation. Therefore, the Board considers that the deviation from the code
provision A.2.1 of the CG Code is appropriate in such circumstance. In addition, under the supervision of the Board
which is comprised of two executive Directors, one non-executive Director and three independent non-executive
Directors, the Board is appropriately structured with balance of power to provide sufficient checks to protect the
interests of the Company and its Shareholders.

On 27 July 2020, Mr. Sun has resigned as the chairman of the Board and an executive Director and was terminated
as the CEO. On the same day, the Board resolved to appoint Mr. Du Xiaoping as the chairman of the Board and
Mr. Han Wei as the CEO. As such, the Company has complied with the code provision A.2.1 of the CG Code since
27 July 2020.

Code Provision A.5.1

With effect from 27 July 2020, Mr. Chong Kin Ho (“Mr. Chong”) has resigned as an independent non-executive
Director, and ceased to be the chairman of the audit committee (the “Audit Committee”) of the Company; Mr. Chen
Cheng Lien (“Mr. Chen”) has resigned as an independent non-executive Director, and ceased to be a member of
the Audit Committee, a member of the remuneration committee (the” Remuneration Committee”) and a member of
the nomination committee (the” Nomination Committee”) of the Company; Mr. Tung Chia Hung Michael (“Mr. Tung”)
has resigned as an independent non-executive Director, and ceased to be a member of the Audit Committee, the
chairman of the Remuneration Committee and a member of the Nomination Committee; and Mr. Cheng Hok Kai
Frederick (“Mr. Cheng”) has been appointed as an independent non-executive Director and the chairman of the
Audit Committee.
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Following the resignations of Mr. Chong, Mr. Chen and Mr. Tung and the appointment of Mr. Cheng, the Company
has one independent non-executive Director on the Board, hence it fails to meet the following requirements of:

(i) including at least three independent non-executive directors on the Board, under Rule 3.10(1) of the Listing
Rules;

(i) appointing independent non-executive directors representing at least one-third of the Board, under Rule 3.10A
of the Listing Rules;

(i) establishing an Audit Committee comprising non-executive directors only, and with a minimum of three
members and chaired by an independent non-executive director, under Rule 3.21 of the Listing Rules;

(iv)  establishing a Remuneration Committee chaired by an independent non-executive director and comprising a
majority of independent non-executive directors, under Rule 3.25 of the Listing Rules; and

(v)  establishing a Nomination Committee comprising a majority of independent non-executive directors, under
code provision A.5.1 of the CG Code contained in Appendix 14 to the Listing Rules.

With Effective from 5 August 2020, Mr. Zou Pingxue (“Mr. Zou”) has been appointed as an independent non-
executive Director and a member of each of the Audit Committee, the Remuneration Committee and the
Nomination Committee; and Mr. Wang Yilin (“Mr. Wang”) has been appointed as an independent non-executive
Director and a member of the Audit Committee, the chairman of the Remuneration Committee and a member of
the Nomination Committee. Following the appointments of Mr. Zou and Mr. Wang, the Company has again fully
complied with the requirements under Rules 3.10(1), 3.10A, 3.21 and 3.25 of the Listing Rules and code provision
A.5.1 of the CG Code.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions by Directors of Listed Issuers (the “Model
Code”) set out in Appendix 10 of the Listing Rules as its own code of conduct regarding securities transactions
by the Directors. The Company has made specific enquiry to all Directors regarding any non-compliance with the
Model Code for the year ended 31 December 2020 and they all confirmed that they have fully complied with the
required standard as set out in the Model Code.
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BOARD COMPOSITION
The Directors during the year ended 31 December 2020 and up to the date of this annual report were as follows:
Executive Directors

Mr. Sun Kin Ho Steven (Chairman and CEQ) (resigned or terminated on 27 July 2020)
Mr. Han Wei (Chief Financial Officer, resigned on 27 July 2020) (CEQ, appointed on 27 July 2020)
Mr. Du Xiaoping (Chairman) (appointed on 27 July 2020)

Non-Executive Director
Mr. Wang Fu Lin
Independent Non-Executive Directors

Mr. Chong Kin Ho (resigned on 27 July 2020)

Mr. Tung Chia Hung Michael (resigned on 27 July 2020)
Mr. Chen Cheng Lien (resigned on 27 July 2020)

Mr. Cheng Hok Kai Frederick (appointed on 27 July 2020)
Mr. Wang Yilin (appointed on 5 August 2020)

Mr. Zou Pingxue (appointed on 5 August 2020)

An updated list of the Directors identifying their roles and functions is maintained on the websites of the Company
and the Hong Kong Exchanges and Clearing Limited (“HKEXx”). Independent Non-executive Directors are identified as
such in all corporate communications containing the name of the Directors.

None of the members of the Board has any relationship with one another (including financial, business, family or
other material/relevant relationship(s)).

BOARD DIVERSITY

The Company adopted a board diversity policy (the “Board Diversity Policy”). The Company recognised the benefits
of having a diverse Board to enhance the quality of its performance. The Board Diversity Policy aimed to set out
the approach to achieve diversity on the Board. In designing the Board’s composition, Board diversity has been
considered from a number of measurable aspects including but not limited to gender, age, cultural and educational
background, professional experience, skills, knowledge and length of services, all of which the Company considers
to be important to enhance the quality of its performance. All Board appointments will be based on meritocracy,
and candidates will be considered against objective criteria, having due regards for the benefits of diversity on the
Board.

Selection of candidates will be based on a range of diversity perspectives, including but not limited to gender,
age, cultural and educational background, professional experience, skills, knowledge and length of services. The
ultimate decision will be based on merit and contribution that the selected candidates will bring to the Board.

The nomination committee of the Company will monitor the implementation of the Board Diversity Policy and
recommend any proposed changes to the Board for approval. The nomination committee will from time to time
review the Board Diversity Policy as appropriate to ensure its effectiveness.
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BOARD MEETINGS

The Board meets regularly, and at least four times a year. For regular Board meetings, the Directors receive written
notice of the meeting generally about 14 days in advance. For other meetings, Directors are given as much notice
as is reasonable and practicable in the circumstances. All the Directors have full and timely access to all the
information of the Group as well as the services and advice from the company secretary and senior management
of the Company. The Directors may, upon request, seek independent professional advice in appropriate
circumstances, at the Company’s expenses for discharging their duties to the Company and they are at liberty
to propose appropriate matters for inclusion in Board agendas. Pursuant to the Articles of Association of the
Company, the Directors may participate in Board meetings in person, by phone or by other communication means.

Should a potential conflict of interest involving a substantial shareholder or a Director arise, the matter will be
dealt with by a physical meeting rather than by written resolution. Pursuant to the Articles of Association of the
Company, a Director who is considered to be materially interested in the matter shall abstain from voting on the
resolution approving such matter.

During the year ended 31 December 2020, the Board held eight meetings. The attendance record of individual
Director is set out below. Figure in Brackets indicates the total number of meeting held in the period in which the
individual was a Director.

Directors Attendance

Executive Directors

Mr. Du Xiaoping (Chairman) (appointed on 27 July 2020) 4/(4)
Mr. Han Wei
(Chief Financial Officer, resigned on 27 July 2020) (CEO, appointed on 27 July 2020) 7/(8)

Non-executive Director
Mr. Wang Fu Lin 6/(8)

Independent Non-executive Directors

Mr. Cheng Hok Kai Frederick (appointed on 27 July 2020) 4/(4)
Mr. Wang Yilin (appointed on 5 August 2020) 3/(3)
Mr. Zou Pingxue (appointed on 5 August 2020) 3/(3)

Former Directors

Mr. Sun Kin Ho Steven (Chairman and CEQ) (resigned or terminated on 27 July 2020) 3/(4)
Mr. Chong Kin Ho (resigned on 27 July 2020) 4/(4)
Mr. Tung Chia Hung Michael (resigned on 27 July 2020) 3/(4)
Mr. Chen Cheng Lien (resigned on 27 July 2020) 4/(4)

Draft and final versions of minutes of each Board meeting are sent to all Directors for their comments and records
respectively within a reasonable time. The Company also keeps detailed minutes of each Board meeting, which are
available for inspection by all Directors.
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DIRECTORS’ AND OFFICERS’ LIABILITIES INSURANCE

The Company has arranged appropriate directors’ and officers’ liability insurance in respect of possible legal
actions taken against Directors and officers of the Group arising out the corporate activities.

RESPONSIBILITIES, ACCOUNTABILITIES AND CONTRIBUTIONS OF THE BOARD AND
MANAGEMENT

The Board is responsible for leadership and control of the Company and oversees the Group’s business, strategic
decisions and performance and is collectively responsible for promoting the success of the Company by directing
and supervising its affairs. The Board takes decisions objectively in the interests of the Company.

All Directors, including non-executive Directors and independent non-executive Directors, have brought a wide
spectrum of valuable business experience, knowledge and professionalism to the Board for its efficient and
effective functioning.

The Directors shall disclose to the Company details of other offices held by them and the Board regularly reviews
the contribution required from each Director to perform his/her responsibilities to the Company.

The Board reserves for its decision all major matters relating to policy matters, strategies and budgets, internal
control and risk management, material transactions (in particular those that may involve conflict of interests),
financial information, appointment of Directors and other significant operational matters of the Company.
Responsibilities relating to implementing decisions of the Board, directing and co-ordinating the daily operation and
management of the Company are delegated to the management.

To comply with the requirements under the CG Code, the Board is also responsible for performing the corporate
governance duties. During the year ended 31 December 2020, the Board has performed the corporate governance
duties set out in D.3.1 of the CG Code, including but not limited to reviewing the Company’s compliance with the
CG Code and disclosure in the Corporate Governance Report.

CONTINUOUS PROFESSIONAL DEVELOPMENT OF DIRECTORS

Directors shall keep abreast of responsibilities as Director of the Company and of the conduct, business activities
and development of the Group.

Every newly appointed director will receive formal and comprehensive induction on the first occasion of his/her
appointment to ensure appropriate understanding of the business and operations of the Group and full awareness
of director’s responsibilities and obligations under the Listing Rules and relevant statutory requirements.

In accordance with A.6.5 of the CG Code with regards to continuous professional development, Directors should
participate in appropriate continuous professional development to develop and refresh their knowledge and skills to
ensure that their contribution to the Board remains informed and relevant. All Directors and senior management are
encouraged to attend relevant training courses at the Company’s expenses.
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During the year ended 31 December 2020, the key methods of attaining continuous professional development by
each of the Directors are summarized as follows:

Attending

conferences/ Reading articles/
Directors courses/seminars/ books/journals
Mr. Du Xiaoping (Chairman) (appointed on 27 July 2020) v v
Mr. Han Wei v v
Mr. Wang Fu Lin v v
Mr. Cheng Hok Kai Frederick (appointed on 27 July 2020) v v
Mr. Wang Yilin (appointed on 5 August 2020) v v
Mr. Zou Pingxue (appointed on 5 August 2020) v v

NON-EXECUTIVE DIRECTORS

A.4.1 of the CG Code stipulates that non-executive directors shall be appointed for a specific term, subject to re-
election, whereas code provision A.4.2 of the CG code states that all directors appointed to fill a casual vacancy
shall be subject to election by shareholders at the first general meeting after appointment and that every director,
including those appointed for a specific term, shall be subject to retirement by rotation at least once every three
years.

As at the date of this annual report, each of the Directors entered into a service agreement or letter of appointment
for a term of three years. All Directors of the Company are subject to retirement by rotation once every three years
and any new director appointed to fill a casual vacancy or as an addition to the Board shall submit himself/herself
for re-election by the Shareholders at the first general meeting or next annual general meetings after appointment
pursuant to the Articles of Association of the Company.

The Company has received from all independent non-executive Directors’ confirmation of independence pursuant
to the independence guidelines set out in Rule 3.13 of the Listing Rules and considers that they are independence.
None of them has served the Company for more than nine years.

BOARD COMMITTEES

The Board has established three committees, namely, the audit committee (the “Audit Committee”), remuneration
committee (the “Remuneration Committee”) and nomination committee (the “Nomination Committee”) for
overseeing particular aspects of the Company’s affairs. All Board committees of the Company are established with
defined written terms of reference. The terms of reference of the Board committees are posted on the Company’s
website and the Stock Exchange’s website and are available to the Shareholders upon request. Each of the
committees is provided with sufficient resources to perform its duties.
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Audit Committee

The Company has established the Audit Committee with written terms of reference in compliance with Rule 3.21
of the Listing Rules and paragraph C.3 of the CG Code. As at the date of this annual report, the Audit Committee
comprises three members, namely Mr. Cheng Hok Kai Frederick (Chairman), Mr. Wang Yilin and Mr. Zou Pingxue.
They are all independent non-executive Directors.

The primary duties of the Audit Committee are to assist the Board by providing an independent view of the
effectiveness of the financial reporting process, internal control procedures and risk management systems of the
Group, to oversee the audit process and the relationship with external auditor, to review arrangements enabling
employees of the Group to raise concerns about possible improprieties in financial reporting, internal control or
other matters of the Company and to perform other duties and responsibilities as assigned by our Board.

During the year ended 31 December 2020, the Audit Committee reviewed the interim and annual results of
the Group and discussed and approved the relevant financial reports. It also reviewed and discussed the risk
management and internal control systems of the Group. It also considered the appointment of the external auditors
and discussed with external auditors the nature and scope of audit before any audit commences.

The Audit Committee held five meetings during the year ended 31 December 2020. The attendance record of
individual members is set out below. Figure in brackets indicates the total number of meetings held in the period in
which the individual was a member of the Audit Committee.

Members Attendance
Mr. Cheng Hok Kai Frederick (Chairman) (appointed on 27 July 2020) 2/(2)
Mr. Wang Yilin (appointed on 5 August 2020) 1/(2)
Mr. Zou Pingxue (appointed on 5 August 2020) 2/(2)

Former committee members

Mr. Chong Kin Ho (Chairman) (resigned on 27 July 2020) 3/(3)
Mr. Tung Chia Hung Michael (resigned on 27 July 2020) 3/(3)
Mr. Chen Cheng Lien (resigned on 27 July 2020) 3/(3)

Remuneration Committee

The Company has established the Remuneration Committee with written terms of reference in compliance with
paragraph B.1 of the CG Code. As at the date of this annual report, the Remuneration Committee comprises three
members, namely Mr. Wang Yilin(Chairman), Mr. Du Xiaoping and Mr. Zou Pingxue. Mr. Du Xiaoping is an executive
Director, while the remaining two members are independent non-executive Directors.

The primary duties of the Remuneration Committee are to make recommendations to the Board on the Company’s
policy and structure for all remuneration of Directors and senior management and on the establishment of a formal
and transparent procedure for developing policy on such remuneration, to make recommendations to the Board on
the remuneration packages of executive Directors and senior management and to review and approve performance
— based remuneration by reference to corporate goals and objectives resolved by the Board from time to time.

During the year ended 31 December 2020, the Remuneration Committee has reviewed the remuneration policy and
remuneration of executive Directors and assessed performance of executive Directors.
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During the year ended 31 December 2020, three Remuneration Committee meetings were held. The attendance
record of individual members is set out below. Figure in brackets indicates the total number of meetings held in the
period in which the individual was a member of the Remuneration Committee.

Members Attendance
Mr. Wang Yilin (Chairman) (appointed on 5 August 2020) N/A
Mr. Du Xiaoping (appointed on 27 July 2020) N/A
Mr. Zou Pingxue (appointed on 5 August 2020) N/A

Former committee members

Mr. Tung Chia Hung Michael (Chairman) (resigned on 27 July 2020) 3/(3)
Mr. Chen Cheng Lien (resigned on 27 July 2020) 3/(3)
Mr. Sun Kin Ho Steven (resigned on 27 July 2020) 2/(3)

Nomination Committee

The Company has established the Nomination Committee with written terms of reference in compliance with
paragraphs A.5 of the CG Code. As at the date of this annual report, the Nomination Committee has three
members, namely Mr. Du Xiaoping (Chairman), Mr. Wang Yilin and Mr. Zou Pingxue. Mr. Du Xiaoping is the
Chairman of the Board and an executive Director while the remaining members are independent non-executive
Directors.

The primary duties of the Nomination Committee are to review the structure, size and composition (including the
skills, knowledge and experience) of the Board and make recommendations on any proposed changes to the board
to complement the issuer’s corporate strategy, 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 and
to assess the independence of independent non-executive Directors.

During the year ended 31 December 2020, the Nomination Committee reviewed the structure, composition and
diversity of the Board of the company; assessed the independence of the independent non-executive Directors and
recommended the Directors to be re-elected at the 2020 annual general meeting and new Directors before putting
forth for discussion and approval by the Board.

During the year ended 31 December 2020, two Nomination Committee meeting were held. The attendance record
of individual members is set out below. Figure in brackets indicates the total number of meetings held in the period
in which the individual was a member of the Nomination Committee.

Members Attendance
Mr. Du Xiaoping (Chairman) (appointed on 27 July 2020) N/A
Mr. Wang Yilin (appointed on 5 August 2020) N/A
Mr. Zou Pingxue (appointed on 5 August 2020) N/A

Former committee members

Mr. Sun Kin Ho Steven (Chairman) (resigned on 27 July 2020) 2/(2)
Mr. Tung Chia Hung Michael (resigned on 27 July 2020) 2/(2)
Mr. Chen Cheng Lien (resigned on 27 July 2020) 2/(2)

Annual Report 2020

47



CORPORATE GOVERNANCE REPORT

DIRECTORS’ RESPONSIBILITY IN RESPECT OF THE FINANCIAL STATEMENTS

The Directors acknowledge their responsibility for preparing the financial statements of the Group for each
financial period and confirmed that the consolidated financial statements contained herein give a true and fair view
of the consolidated financial position of the Group as at 31 December 2020, and of the consolidated financial
performance and the consolidated cash flow of the Group for the year ended 31 December 2020.

The Directors are not aware of any material uncertainties relating to events or conditions that may cast significant
doubt upon the Company’s ability to continue as a going concern. Accordingly, the Directors have prepared the
consolidated financial statements on a going concern basis.

Statement of the external auditor’s responsibilities in respect of the consolidated financial statements is set out in
the Independent Auditor’s Report of this annual report.

AUDITORS’ REMUNERATION

The Company appointed SHINEWING (HK) CPA Limited as the external auditors for the year ended 31 December
2020. During the year ended 31 December 2020, the total fees paid/payable, excluding disbursements and taxes,
in respect of audit services provided by SHINEWING (HK) CPA Limited (including any entity that is under common
control, ownership or management with the audit firm or any entity that a reasonable and informed third party
having knowledge of all relevant information would reasonably conclude as part of the audit firm nationally or
internationally) are set out below:

RMB’000

Annual audit fee charged by SHINEWING (HK) CPA Limited 1,200

INTERNAL CONTROLS AND RISK MANAGEMENT

The Group strives to maintain the integrity of its business, results of operations and reputation by strictly adhering
to an internal control system in respect of its business. The Group has therefore implemented internal control
procedures and manuals covering a number of key control areas such as tendering, purchase and procurement
management, financial management and safety and environment compliance management with a view to ensuring
compliance by the Group with applicable laws, rules and regulations.

The Board, through the Audit Committee, is responsible for overseeing and monitoring the key measures adopted
by the Group under the risk management and internal control systems relating to the business operations of the
Company and assess the effectiveness regularly. Review on the key measures adopted by the Group under the risk
management and internal control system relating to the Group’s business operations has been conducted for the
year ended 31 December 2020.

For the year ended 31 December 2020, the Company did not have an internal audit function. The Company
engaged an independent internal control consultant to perform a review on the design, implementation and
operating effectiveness of the Company’s internal control system. The results of the review were reported to the
Audit Committee and measures was seriously considered by the Company after taking into account of the findings
and recommendations of the internal control consultant.

Based on the above, for the year ended 31 December 2020, the Board considered the Group’s risk management
and internal control system as adequate and effective.

48 China Shun Ke Long Holdings Limited



CORPORATE GOVERNANCE REPORT

COMPANY SECRETARY

The Board appointed Mr. Qiu Minghao as the Company Secretary on 31 October 2019. During the year ended 31
December 2020, Mr. Qiu Minghao had taken no less than 15 hours of relevant professional training.

SHAREHOLDERS’ RIGHTS

Pursuant to Article 58 of the Articles of Association of the Company, any one or more Shareholder(s) holding at the
date of deposit of the requisition not less than one-tenth of the paid up capital of the Company carrying the right
of voting at general meetings of the Company shall at all times have the right, by written requisition to the Board or
the Company Secretary, to require an extraordinary general meeting (the “EGM”) to be called by the Board for the
transaction of any business specified in such requisition; such meeting shall be held within two (2) months after the
deposit of such requisition. If within twenty-one (21) days of such deposit the Board fails to proceed to convene
such meeting, the requisitionist(s) himself (themselves) may do so in the same manner and all reasonable expenses
incurred by the requisitionist(s) as a result of the failure of the Board shall be reimbursed to the requisitionist(s) by
the Company.

The written requisition shall be deposited at the place of business of the Company in Hong Kong at Suite 4404-10,
44th Floor, One Island East, 18 Westlands Road, Taikoo Place, Hong Kong or, in the event the Company ceases
to have such place of business, the registered office of the Company at Vistra (Cayman) Limited, P.O. Box 31119,
Grand Pavilion, Hibiscus Way, 802 West Bay Road, Grand Cayman, KY1-1205, Cayman Islands. The requisition
must state clearly the name of the requisitionist(s), his/her/their shareholding in the Company, the reason(s)
to convene the EGM, the agenda proposed to be included and the details of the business(es) proposed to be
transacted in the EGM and signed by the requisitionist(s).

The Shareholders may at any time send their enquiries and concerns to the Board by addressing them to the
principal place of business of the Company in Hong Kong at Suite 4404-10, 44th Floor, One Island East, 18
Westlands Road, Taikoo Place, Hong Kong by post or by email at ir@skl.com.cn for the attention of the Company
Secretary of the Company. The Company Secretary will be responsible for forwarding communications relating to
matters within the Board’s direct responsibilities to the Board and communications relating to ordinary business
matters, such as suggestions and enquiries, to the CEO of the Company. The Shareholders may also raise their
enquiries in general meetings.

COMMUNICATION WITH SHAREHOLDERS

The Company considers that effective communication with the Shareholders is essential for enhancing investor
relations and investors’ understanding of the Group’s business performance and strategies. Information would be
communicated to the Shareholders mainly through the Company’s corporate communications (such as interim
and annual reports, announcements and circulars), annual general meetings and other general meetings, as
well as disclosure on the website of the Company. Interim reports, annual reports and circulars are sent to the
Shareholders in a timely manner and are also available on the website of the Company.

The Company endeavours to maintain an on-going dialogue with the Shareholders and in particular, through
annual general meeting (the “AGM”) and other general meeting. At the AGM, the Directors (or their delegates as
appropriate) are available to meet the Shareholders and answer their enquiries. The chairman of the AGM proposes
separate resolutions for each issue to be considered. AGM proceedings are reviewed from time to time to ensure
that the Company follows good corporate governance practices. The chairman of the AGM exercises his power
under the Bye-laws to put each proposed resolution to the vote by way of a poll. Voting results are posted on the
Company’s website and HKEx’s website on the day of the AGM.
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During the year ended 31 December 2020, the Company held two general meeting. The attendance record of
individual Directors is set out below. Figure in brackets indicates the total number of meetings held in the period in
which the individual was a Director of the Company.

Directors Attendance
Executive Directors
Mr. Du Xiaoping (Chairman of the Board) (appointed on 27 July 2020) 1/(1)

Mr. Han Wei 1/(2)

Non-executive Director
Mr. Wang Fu Lin 1/(2)

Independent Non-executive Directors

Mr. Cheng Hok Kai Frederick (appointed on 27 July 2020) 1/(1)
Mr. Wang Yilin (appointed on 5 August 2020) 0/(1)
Mr. Zou Pingxue (appointed on 5 August 2020) 1/(1)

Former Directors

Mr. Sun Kin Ho Steven (Chairman of the Board) (resigned on 27 July 2020) 1/(1)
Mr. Mr. Chong Kin Ho (resigned on 27 July 2020) 1/(1)
Mr. Tung Chia Hung Michael (resigned on 27 July 2020) 0/(1)
Mr. Chen Cheng Lien (resigned on 27 July 2020) 1/(1)

CONSTITUTIONAL DOCUMENT

During the year ended 31 December 2020, the Company has not made any changes to the Articles of Association
of the Company. An up-to-date version of the Memorandum and Articles of Association is available on the
Company’s website and the Stock Exchange’s website.
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The board (the “Board”) of the China Shun Ke Long Holdings Limited (the “Company”) is pleased to present this
directors’ report along with the audited consolidated financial statements (the “Financial Statements”) of the
Company for the year ended 31 December 2020 (the “FY2020”).

DIRECTORS

The directors of the Company (the “Directors”) during the year ended 31 December 2020 and up to the date of this
annual report were as follows:

Executive Directors

Mr. Sun Kin Ho Steven (Chairman and CEO) (resigned or terminated on 27 July 2020)
Mr. Han Wei (Chief Financial Officer, resigned on 27 July 2020) (CEQ, appointed on 27 July 2020)
Mr. Du Xiaoping (Chairman) (appointed on 27 July 2020)

Non-Executive Director
Mr. Wang Fu Lin
Independent Non-Executive Directors

Mr. Chong Kin Ho (resigned on 27 July 2020)

Mr. Tung Chia Hung Michael (resigned on 27 July 2020)
Mr. Chen Cheng Lien (resigned on 27 July 2020)

Mr. Cheng Hok Kai Frederick (appointed on 27 July 2020)
Mr. Wang Yilin (appointed on 5 August 2020)

Mr. Zou Pingxue (appointed on 5 August 2020)

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The Company and its subsidiaries (the “Group”) is a supermarket
chain store operator with geographical focus in Guangdong province of the People’s Republic of China (the “PRC”)
and maintains both retail and wholesale distribution channels.

BUSINESS REVIEW

A fair business review of the Group as required under Schedule 5 to the Companies Ordinance (Chapter 622
of the Laws of Hong Kong), including a discussion and analysis of the Group’s performance during the year
ended 31 December 2020, a description of the principal risks and uncertainties facing the Group, particulars of
important events affecting the Group that have occurred after 31 December 2020 (if any) as well as an indication
of likely future development in the business of the Group are provided in the sections “Chairman’s Statement”
and “Management Discussion and Analysis” on pages 4 to 15 of this annual report. Discussions on the Group’s
environmental policies and performance, and an account of the Group’s key relationships with its stakeholders are
provided in the “Environmental, Social and Governance Report” on pages 16 to 35 of this annual report. All such
discussions form part of this annual report.
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RESULTS AND DIVIDEND

The results of the Group for the year ended 31 December 2020 are set out in the consolidated statement of profit
or loss and other comprehensive income on page 72 of this annual report.

The Company has adopted a dividend policy (the “Dividend Policy”), pursuant to which, the Board considers the
following factors to decide whether to announcement a dividend, including but not limited to:

° the general financial performance of the Group;

° availability of sufficient retained earnings and distributable reserves of the Company and each of the members
of the Group;

° the Company’s shareholders’ interests as a whole;
° the actual and future operations and liquidity positions of the Group;

° the Group’s expected working capital requirements, capital expenditure requirements, investment plans and
business expansion plans;

° the Group’s financing requirements;

° legal and other restrictions on the payment of dividends by the Company;

° possible financial effects on the Company’s cashflow and financial condition;

° statutory, regulatory and contractual restrictions on the Company and its subsidiaries;

° the general market 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; and

° Any other factor that the Board deems appropriate and relevant.
The Board has resolved not to declare any final dividend for the year ended 31 December 2020.
FINANCIAL SUMMARY

A summary of the results and assets and liabilities of the Group for the most recent five years is set out in the
section headed “Financial Summary” on page 3 of this annual report.

PROPERTY, PLANT AND EQUIPMENT AND INVESTMENT PROPERTIES

Details of movements in property, plant and equipment and investment properties of the Group during the year
ended 31 December 2020 are set out in notes 13 and 15 to the Financial Statements.

SHARE CAPITAL

Details of the Company’s authorised and issued share capital as at 31 December 2020 are set out in note 27 to
the Financial Statements.

RESERVES

Movements in the reserves of the Group for the year ended 31 December 2020 are set out in the consolidated
statement of changes in equity on page 75 of this annual report.
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LISTING

The shares of the Company (the “Shares”) were successfully listed (the “Listing”) on The Stock Exchange on 10
September 2015 (the “Listing Date”) through an offering of Shares (the “Global Offering”). For the details of the
Global Offering, please refer to the prospectus issued by the Company (the “Prospectus”) on 28 August 2015.
In the Global Offering, 75,600,000 Shares were issued at HK$2.88 each and the total gross proceeds received
amounted to approximately HK$217.7 million (equivalent to approximately RMB178.9 million).

USE OF PROCEEDS

The net proceeds from the Global Offering, after deducting underwriting fees and related expenses, amounted to
approximately HK$188.6 million (equivalent to approximately RMB155.0 million), was intended to be applied in the
manner as set out in the section headed “Future Plans and Use of Proceeds” of the Prospectus.

Nonetheless, the Board constantly evaluates the prospect of the retail market and the PRC’s economic conditions
to determine the most efficient and effective method to deploy the Group’s resources. As reference is made to the
announcement issued by the Company dated 24 October 2016, the Board considered that if the net proceeds
were still allocated as the original manner as stipulated in the Prospectus, it would not be cost effective and at the
best interests of the Company and its Shareholders. In view of the recent slowdown in economic growth in the
PRC, the Company has been slowing down the pace of opening new retail outlets and thus freeing up proceeds
originally intended to be used for such purpose. With a view to better use the net proceeds from the Global
Offering, the Company has decided to re-allocate parts of the unutilized proceeds to upgrade the existing retail
outlets to enhance the Group’s competitiveness as one of the major market players in Guangdong province and
repay the bank borrowings to reduce the Group’s finance costs in the manner as stated below.

Remaining balance

Original allocation of ~ Revised allocation of Utilization as at of net proceeds as at
net proceeds the net proceeds 31 December 2020 31 December 2020
RMB % of net RMB % of net RMB % of net RMB % of net
million proceeds million  proceeds million  proceeds million  proceeds
Opening of new retail outlets 116.9 75.4% 74.4 48.0% 40.8 26.3% 33.6 21.7%
Upgrading existing retalil
outlets - 0.0% 14.6 9.4% 16.9 10.9% - 0%
Repayment of bank
borrowings - 0.0% 27.9 18.0% 27.9 18.0% - 0%
Information systems
upgrades 1.2 7.2% 1.2 7.2% 1.7 7.5% - 0%
Upgrading and expanding the
existing two distribution
centres 13.3 8.6% 13.3 8.6% 4.0 2.6% 9.3 6.0%
General working capital 13.6 8.8% 13.6 8.8% 13.6 8.8% - 0%
Total 1585.0 100.0% 1585.0 100.0% 114.9 741% 42.9 27.7%
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COMPETING BUSINESS

CCOOP Group Co. Limited* (“CCOOP”) ({3 K& EE D B R A 7)), the controlling shareholder of the Company
(as defined in the Listing Rules) (the “Controlling Shareholder”), is principally engaged in the retail chain and
department store businesses in the PRC and hence was interested in the businesses which competed or were
likely to compete, either directly or indirectly, with the Group’s businesses during the year ended 31 December
2020. Both of Mr. Du Xiaoping (“Mr. Du”) and Mr. Han Wei (“Mr. Han”) are executive Directors of the Company. Mr.
Du and Mr. Han are the chairman of the board of director and a director of CCOOP respectively. Pursuant to rule
8.10(2) of the Listing Rules, both of them were considered to have interest in the business which competes or is
likely to compete, either directly or indirectly, with the businesses of the Group.

The Directors are fully aware of, and have been discharging, their fiduciary duty to the Company with the belief that
the Group’s interests are adequately protected by good corporate governance practices and the involvement of
the independent non-executive Directors.

Save as disclosed above, as at the date of this report, none of the Directors and their respective close associates
were considered to have interest in any business which competes or is likely to compete, either directly or
indirectly, with the businesses of the Group.

SHARE OPTION SCHEME

The following is a summary of the principal terms of the share option scheme of the Company (the “Share Option
Scheme”) conditionally adopted by the resolutions in writing of the Shareholders passed on 19 August 2015. All
conditions, to which the Share Option Scheme was subject to, had been fulfilled on or before the Listing Date. As
at the date of this annual report, no option has been granted under the Share Option Scheme and the Company
does not have any other share option scheme.

1 Purpose

The Share Option Scheme is a share incentive scheme and is established to recognise and acknowledge the
contributions the Eligible Participants (as defined in paragraph 2 below) had or may have made to the Group.
The Share Option Scheme will provide the Eligible Participants an opportunity to have a personal stake in the
Company with the view to achieving the following objectives:

(i) motivate the Eligible Participants to optimise their performance efficiency for the benefit of the Group;
and

(i) attract and retain or otherwise maintain on-going business relationship with the Eligible Participants
whose contributions are or will be beneficial to the long-term growth of the Group.

54 China Shun Ke Long Holdings Limited



DIRECTORS’ REPORT

2 Eligible Participants

The Board may, at its discretion, offer to grant an option to subscribe for such number of new Shares as the
Board may determine at an exercise price determined in accordance with paragraph 8 below to the following
(the “Eligible Participants”):

(i) any full-time or part-time employees, executives or officers of the Company or any of its subsidiaries;

(i) any directors (including executive, non-executive directors and independent non-executive directors) of
the Company or any of its subsidiaries; and

(i) any advisers, consultants, suppliers, customers, agents and related entities to the Company or any of
its subsidiaries.

3 Maximum number of Shares

The maximum number of Shares in respect of which options may be granted under the Share Option Scheme
and under any other share option schemes of the Company must not in aggregate exceed 10% of the total
number of Shares immediately following the completion of Global Offering (excluding the Shares issued
upon the partial exercise of the over-allotment option relating to the Global Offering), being 28,647,700
Shares (or approximately 9.86% of the issued Shares as at the date of this annual report). Subject to the
issue of a circular by the Company, the approval of the Shareholders in a general meeting and/or such other
requirements prescribed under the Listing Rules from time to time, the Board may:

(i) renew this limit at any time to 10% of the Shares in issue as of the date of the approval by the
Shareholders in general meeting; and/or

(i) grant options beyond the 10% limit to Eligible Participants specifically identified by the Board.

Notwithstanding the foregoing, the Shares which may be issued upon exercise of all outstanding options
granted and yet to be exercised under the Share Option Scheme and any other share option schemes of
the Company at any time shall not exceed 30% of the Shares in issue from time to time. No options shall be
granted under any schemes of the Company (including the Share Option Scheme) if this will result in the 30%
limit being exceeded. As at the date of this annual report, the Company does not have any other share option
scheme.
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4 Maximum entitlement

The total number of Shares issued and which may fall to be issued upon exercise of the options granted
under the Share Option Scheme and any other share option schemes of the Company (including both
exercised and outstanding options) to each Eligible Participant in any 12-month period up to the date of grant
shall not exceed 1% of the Shares in issue as of the date of grant. Any further grant of options in excess of
this 1% limit shall be subject to the issue of a circular by the Company, the approval of the Shareholders in
a general meeting and/or other requirements prescribed under the Listing Rules from time to time with such
Eligible Participant and his close associates (or his associates if the Eligible Participant is a connected person)
abstaining from voting.

Any grant of options to a Director, chief executive or substantial Shareholder (as defined in the Listing Rules)
of the Company or any of their respective associates (as defined in the Listing Rules) is required to be
approved by the Independent Non-Executive Directors (excluding any Independent Non-Executive Director
who is the grantee of the options). If the Board proposes to grant options to a substantial Shareholder or
any Independent Non-Executive Director or their respective associates (as defined in the Listing Rules) which
will result in the number of Shares issued and to be issued upon the exercise of options granted and to be
granted (including options exercised, cancelled and outstanding) to such person in the 12-month period up to
and including the date of such grant:

(i) representing in aggregate over 0.1% or such other percentage as may be from time to time provided
under the Listing Rules of the Shares; and

(i) having an aggregate value in excess of HK$5 million or such other sum as may be from time to time
provided under the Listing Rules, based on the official closing price of the Shares at the date of each
grant, such further grant of options will be subject to the issue of a circular by the Company and the
approval of the Shareholders in a general meeting on a poll at which all core connected persons (as
defined in the Listing Rules) of the Company shall abstain from voting in favour, and/or such other
requirements prescribed under the Listing Rules from time to time. Any vote taken at the meeting to
approve the grant of such options shall be taken as a poll.

5 Exercisable Period

The period during which an option may be exercised will be determined by the Board in its absolute
discretion, save that no option may be exercised more than 10 years after it has been granted.

6  Vesting Period

There is no minimum period for which an option must be held before it can be exercised.
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7 Consideration
Upon acceptance of the option, the grantee shall pay HK$1.0 to the Company as the consideration for the
grant. To the extent that the offer to grant an option is not accepted by any prescribed acceptance date, it
shall be deemed to have been irrevocably declined.

8 Exercise Price
The subscription price of a Share in respect of any particular option granted under the Share Option Scheme
shall be such price as the Board in its absolute discretion shall determine, save that such price will not be
less than the highest of:
()  the official closing price of the Shares as stated in the Stock Exchange’s daily quotation sheets on the

date of grant, which must be a day on which the Stock Exchange is open for the business of dealing in

securities;

(i) the average of the official closing prices of the Shares as stated in the Stock Exchange’s daily quotation
sheets for the five business days immediately preceding the date of grant; and

(i) the nominal value of a Share.
9 Life Span
No option may be granted more than 10 years after the date of approval of the Share Option Scheme.

Subject to earlier termination by the Company in general meeting or by the Board, the Share Option Scheme
shall be valid and effective for a period of 10 years from the date of its adoption.
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CONTINUING CONNECTED TRANSACTIONS
A. Continuing connected transaction exempt from the approval of independent Shareholders

On 8 June 2018, the Company (for itself and on behalf of its subsidiaries) entered into the master goods sales
agreement (the “Goods Sales Agreement”) with CCOOP Group Co., Ltd*. (‘CCOOP”) (L4 A EEBMRMN B
R~ F]) (for itself and on behalf of its subsidiaries) in relation to the sale of daily consuming products, food
products and stationery (the “Relevant Goods”) to CCOOP and its subsidiaries for a period commenced on 8
June 2018 and expiring on 31 December 2020 with an option to renew for a further term of three years.

As at 8 June 2018, CCOOQOP is a controlling shareholder of the Company which indirectly holds approximately
70.42% interests of the Company. Therefore, CCOOP is a connected person of the Company, and the
transactions contemplated under the Goods Sales Agreement will constitute a connected transaction of the
Company under Chapter 14A of the Listing Rules.

Given that more than one of the applicable percentage ratios set out in Rule 14.07 of the Listing Rules in
respect of the proposed annual caps for the transactions contemplated under the Goods Sales Agreement
are above 0.1% but less than 5%, the Goods Sales Agreement and the transactions contemplated thereunder
will be subject to report, annual review and announcement requirements but is exempt from the independent
Shareholders’ approval under Chapter 14A of the Listing Rule.

The consideration of the transactions contemplated under the Goods Sales Agreement will be based on
prevailing market prices and discount rate we offer to other bulk purchase customers. Specific terms of the
transactions will be determined on a case-by-case basis and separate agreements will be entered into by the
parties.

The annual caps for the three years ending 31 December 2020 under the Goods Sales Agreement are
RMB20 million, RMB26 million and RMB26 million respectively. They were determined by reference to various
factors, including but not limited to, (i) commencement date of the connected transaction; (ii) expected
demand for the Relevant Goods; and (i) expected increase in the market prices of the Relevant Goods.

The total payment received or receivable to the Group in respect of the transactions under the Goods Sales
Agreement for the year ended 31 December 2020 are set out in note 25 and 30 to the Financial Statements.

B. Non-exempt continuing connected transaction

On 12 November 2020, the Company (for itself and on behalf of its subsidiaries) entered into a sale of goods
agreement (the “Sale of Goods (2021) Agreement) with CCOOP (for itself and on behalf of its subsidiaries) for
a term of three years from 1 January 2021 to renew the Goods Sales Agreement. The Sale of Goods (2021)
Agreement serves as a framework to govern the sale of SKL Goods (as defined below) from the Group to
CCOOP and its subsidiaries (the “CCOOP Group”), and sets out the principles and basis in particular with
respect to the pricing on which the sale of SKL Goods may be conducted.

On the same day, the Company also entered a purchase of goods agreement (the “Purchase of Goods
(2021) Agreement) with CCOOP (for itself and on behalf of its subsidiaries) for a term of three years from 1
January 2021. The Purchase of Goods (2021) Agreement serves as a framework to govern the purchase of
CCOOP Goods (as defined below) by the Group from CCOOP Group, and sets out the principles and basis in
particular with respect to the pricing on which the purchase of CCOOP Goods may be conducted.
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CCOOP is a controlling shareholder indirectly holding approximately 70.42% of the issued shares of the
Company through CCOOP International Holdings Limited. Therefore, CCOOP is a connected person of the
Company, and the transactions contemplated under the Sale of Goods (2021) Agreement and the Purchase
of Goods (2021) Agreement (the “Agreements”) (the “Transactions”) constitute continuing connected
transactions of the Company under Chapter 14A of the Listing Rules. The Agreements, the Transactions
and the proposed annual caps under each of the Agreements are subject to the announcement, circular,
independent shareholders’ approval, annual review and reporting requirements in Chapter 14A of the Listing
Rules. Details of the Sale of Goods (2021) Agreement and the Purchase of Goods (2021) Agreement were
disclosed in the announcement and the circular of the Company dated 12 November 2020 and 4 December
2020, respectively. The Agreements, the Transactions and the proposed annual caps under each of the
Agreements had been duly passed by way of poll at the extraordinary general meeting of the Company held
on 23 December 2020.

Sales of goods

CCOOP Group has been one of the bulk purchase customers of the Group these years. Pursuant to the Sale
of Goods (2021) Agreement, the Group may sell all goods sold or to be sold by the Group to the CCOOP
Group, including but not limited to non-staple foods, fresh food, daily consuming products, cosmetics,
clothing, home appliances, but excluding any goods to be purchased or contracted to be purchased under
the Purchase of Goods (2021) Agreement (the “SKL Goods”). The sale of SKL Goods are within the ordinary
course of business of the Group.

The price of SKL Goods will be determined after arm’s length negotiation on a cost plus basis and case-
by-case basis. The percentage markup will be determined by a number of factors including (i) the price
set for SKL Goods in previous transactions; (ii) the then prevailing market prices of SKL Goods and of
similar products; and (iii) the discount offered by the Group to other third party wholesaling customers. The
percentage markup of the cost-plus basis is usually in the range of 2% to 5% for wholesale of products
similar to SKL Goods. The price of SKL Goods offered to CCOOP Group should be not less than the price
offered to other third party customers ordering similar quantity and product mix of SKL Goods on similar
conditions such as credit terms and delivery requirements.

The annual caps for the three years ending 31 December 2023 under the Sale of Goods (2021) Agreement
are RMB60 million, RMB80 million and RMB100 million respectively. They were determined by reference to
various factors, including but not limited to, (i) the quantity demanded by CCOOP Group for SKL Goods as
estimated by CCOOP Group on a without — commitment basis; (i) the historical transaction amounts under
the Goods Sales Agreement; (iii) the growth in demand of SKL Goods following the Group’s expansion plan
to expand the Group’s sales channel geographically across the PRC; (iv) the costs of SKL Goods and the
cost-plus basis adopted by the Group; and (v) the expected market prices of SKL Goods.
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Purchase of goods

Pursuant to the Purchase of Goods (2021) Agreement, the Group may purchase all goods sold or to be
sold by CCOOP Group, including but not limited to non-staple foods, fresh food, daily consuming products,
cosmetics, clothing, home appliances, but excluding any goods to be sold or contracted to be sold under
the Sale of Goods (2021) Agreement (the “CCOOP Goods”). The purchase of CCOOP Goods are within the
ordinary course of business of the Group.

The price of CCOOP Goods will be determined after arm’s length negotiation on a case-by-case basis, with
reference to (i) the prevailing and historical market price of CCOOP Goods; (ii) the then prevailing market
prices of similar products; and (iii) the discounts offered by CCOOP Group to other third parties customers
for wholesaling. The price of CCOOP Goods should not be higher than the price offered by other third party
suppliers to the Group for CCOOP products with similar quantity and product mix on similar terms.

The annual caps for the three years ending 31 December 2023 under the Purchase of Goods (2021)
Agreement are RMB20 million, RMB40 million and RMB60 million respectively. They were determined by
reference to various factors, including but not limited to, (i) the types and quantities of CCOOP Goods that
may be demanded by the customers of the Group; (i) the historical transaction amounts; (i) the Group’s
expansion plan to expand the Group’s sales channel into online sales platform; (iv) the Group’s expansion
plan to source products across the PRC; (v) the current price of CCOOP Goods; and (vi) the buffer for
possible increase in the price of CCOOP Goods.

Confirmation from the Auditor and Independent Non-Executive Directors

The Company’s auditor, SHINEWING (HK) CPA Limited, was engaged to report on the Group’s continuing
connected transactions for the year ended 31 December 2020 in accordance with Hong Kong Standard on
Assurance Engagements 3000 “Assurance Engagements Other Than Audits or Reviews of Historical Financial
Information” and with reference to Practice Note 740 “Auditor’s Letter on Continuing Connected Transactions
under the Hong Kong Listing Rules” issued by the Hong Kong Institute of Certified Public Accountants.
The auditor has issued its unqualified letter containing its findings and conclusions in respect of continuing
connected transactions set out above in accordance with Rule 14A.56 of the Listing Rules. A copy of the
auditor’s letter has been provided by the Company to the Stock Exchange.

In accordance with Rule 14A.55 of the Listing Rules, the independent non-executive Directors have reviewed
the abovementioned continuing connected transactions and confirmed that these continuing connected
transactions have been entered into:

(i) in the ordinary and usual course of business of the Company/the Group;

(i) on normal commercial terms or better;

(i) according to the agreements governing them on terms that are fair and reasonable and in the interests
of the Shareholders as a whole; and

(iv)  have not exceeded the relevant annual caps as disclosed in previous announcements.
The Directors (including the independent non-executive Directors) are of the view that the terms of the Goods

Sales Agreement are fair and reasonable, on normal commercial terms and in the ordinary and usual course
of the business of the Group, and in the interests of the Company and the Shareholders as a whole.
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RELATED PARTY TRANSACTIONS

Details of the related party transactions undertaken by the Group in the normal course of business are set out
in note 25 and 30 to the Financial Statements. Those related party transactions, which constituted connected
transactions not being exempt from annual reporting requirement under the Listing Rules, are set out in the
sections headed “Continuing Connected Transactions” above.

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

Neither the Company nor any of its subsidiaries purchased, sold or redeemed any of the Company’s listed
securities during the year ended 31 December 2020.

CONFIRMATION OF INDEPENDENCE FROM THE INDEPENDENT NON-EXECUTIVE DIRECTORS

The Company has received from each of the independent non-executive Directors a confirmation of his
independence pursuant to rule 3.13 of the Listing Rules. Based on such confirmations, the Company considers all
of the independent non-executive Directors are independent in accordance with rule 3.13 of the Listing Rules.

DIRECTORS’ AND CHIEF EXECUTIVE’S INTEREST AND SHORT POSITION IN THE SHARES,
UNDERLYING SHARES AND DEBENTURES

As at 31 December 2020, none of the Directors, the Chief Executive of the Company nor their respective
associates had any interests or short positions in the shares, underlying shares and debentures of the Company
or its associated corporations (within the meaning of Part XV of the Securities and Futures Ordinance (“SFO”)) as
recorded in the register required to be kept under section 352 of the SFO or as otherwise notified to the Company
and the Stock Exchange pursuant to the Model Code for Securities Transactions by Directors of Listed Issuers as
set out in Appendix 10 to the Listing Rules.
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND SHORT POSITION IN SHARES AND
UNDERLYING SHARES

As at 31 December 2020, so far as was known to the Directors of the Company, the interests or short position of
persons, other than the Directors or the Chief Executive of the Company, in the Shares and underlying shares of
the Company which would be disclosed to the Company under the provisions of Division 2 and 3 of Part XV of the
SFO or were recorded in the register required to be kept under section 336 of the SFO were as follows:

Number of Approximate

Shares percentage of

Name of Substantial Shareholders Capacity (long position) shareholding

Cihang Sino-Western Cultural and Educational Interest of a controlled 204,558,317 70.42%
Exchange Foundation Limited (Note) corporation

Pan-American Aviation Holding Company (Note) Interest of a controlled 204,558,317 70.42%
corporation

Tang Dynasty Development Co., Ltd. (Note) Interest of a controlled 204,558,317 70.42%
corporation

Hainan Province Cihang Foundation (Note) Interest of a controlled 204,558,317 70.42%
corporation

Tang Dynasty Development (Yangpu) Company  Interest of a controlled 204,558,317 70.42%
Limited (Note) corporation

Hainan Traffic Administration Holding Co., Ltd. Interest of a controlled 204,558,317 70.42%
(Note) corporation

HNA Group Co., Ltd. (Note) Interest of a controlled 204,558,317 70.42%
corporation

CCOOP Group Co., Ltd. (Note) Interest of a controlled 204,558,317 70.42%
corporation

Hainan Gongxiao Daji Holding Ltd. (Note) Interest of a controlled 204,558,317 70.42%
corporation

Hainan Gongxiao Daji Supply Chain Network Interest of a controlled 204,558,317 70.42%
Technology Ltd. (Note) corporation

Green Industrial (HK) Holding Co., Limited (Note) Interest of a controlled 204,558,317 70.42%
corporation

CCOORP International Holdings Limited Beneficial owner 204,558,317 70.42%

Infini Capital Management Beneficial owner 27,600,000 9.50%

Golden Prime Holdings Limited Beneficial owner 25,988,000 8.95%

Note: These parties were deemed to have interests in 204,558,317 Shares by virtue of their equity interests in CCOOP
International Holdings Limited.

Shareholders are advised to refer the Company’s announcement dated 31 January 2021, 4 February 2021
and 10 February 2021 for matters relating to the Company’s relevant controlling Shareholders and Substantial
Shareholders.

DIRECTORS’ SERVICE CONTRACTS

No Director has any service contract with the Company or any of its subsidiaries which is not determinable by the
Group within one year without payment of compensation, other than statutory compensation.
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DIRECTORS’ INTERESTS IN CONTRACTS

Save as disclosed in note 30 to the Financial Statements of this annual report headed “Related Party Transactions”
and the section headed “Continuing Connected Transactions” above, the Group did not have any transaction,
arrangement, or contract of significance subsisting as at 31 December 2020 or during the year ended 31
December 2020 in which a Director or an entity connected with a Director was, either directly or indirectly,
materially interested.

DIRECTORS’ RIGHTS IN ACQUIRING SHARES AND DEBENTURES

During the year ended 31 December 2020, the Company or any of its subsidiaries had no arrangements to enable
the Directors or executives of the Company (including their spouse and children under 18 years of age) to have
the rights to acquire securities of the Company or its associated companies (as defined in the SFO), or to acquire
benefits by means of acquisition of securities of the Company or any other body corporate.

CHANGES IN DIRECTORS’ INFORMATION UNDER RULE 13.51B (1) OF THE LISTING RULES
(i) Mr. Han Wei (Mr. Han), has been appointed as a director of Hong Kong Shun Ke Long International Limited,
Shun Ke Long International Limited, Ozone Supply Chain International Limited and Ozone Supply Chain
Management Limited, all of which are wholly owned subsidiaries of the Company, on 5 August 2020. Mr.
Han has ceased to serve as the president of CCOOP Group since February 2021, the chairman of the board
of directors of Hainan CCOOP Digital Technology Industry Co., Ltd.* (BRI RKEHFRIBEEBR A7)
(formerly known as Hainan CCOOP Financial Information Technology Co., Ltd. (BE K ESREERIEAE
[ A &) since December 2020 and as a director of HNA Commence Holding Co., Ltd.* (SR LR AR A
A]) since July 2020. Mr. Han has graduated from Tsinghua University with an executive MBA degree in 2020.

Mr. Wang Fu Lin, has been appointed as a director of HNA Commerce Holding Co., Ltd.* (S LB E R
/A a)), and a director of CCOOP International Holdings Limited* ({ $4 A & BB 2% AR A 7)) since September
2007 and December 2016, respectively.

(i

Mr. Wang Yilin has been appointed as the chief consultant of Sanya International Asset Exchange* (= 22 BIER
BEZSH ) since November 2020.

(i)

DIRECTORS’ REMUNERATION AND FIVE HIGHEST PAID INDIVIDUALS AND REMUNERATION
POLICY

Details of the Directors’ remuneration and five highest paid individuals of the Group are set out in note 9 to the
consolidated financial statements.

The Remuneration Committee has reviewed overall remuneration policy and structure relating to all Directors
and senior management members of the Group in reference to the Group’s operating results and individual
performance.

The Company also adopted a share option scheme on 19 August 2015. Details of which are set out in the section
headed “Share Option Scheme” of this directors’ report.
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CONTRACTS WITH CONTROLLING SHAREHOLDERS

Save as disclosed in note 30 to the Financial Statements of this annual report headed “Related Party Transactions”
and the section “Continuing Connected Transactions” above, no contract of significance was entered into between
the Company, or any of its subsidiaries, and any controlling shareholder or any its subsidiaries during the year
ended 31 December 2020.

MANAGEMENT CONTRACTS

No contracts, other than a contract of service with a Director or any person engaged in the full-time employment of
the Company, concerning the management and administration of the whole or any substantial part of the business
of the Company were entered into or existed during the year ended 31 December 2020.

PERMITTED INDEMNITY PROVISION

According to Article 164 of the articles of association of the Company, the Directors shall be indemnified and
secured harmless out of the assets and profits of the Company from and against all actions, costs, charges,
losses, damages and expenses which they shall or may incur or sustain by or by reason of any act done, concurred
in or omitted in or about the execution of their duty; provided that this indemnity shall not extend to any matter in
respect of any fraud or dishonesty which may attach to any of the Directors.

The Company has arranged for appropriate insurance cover for Directors’ and officers’ liabilities in respect of legal
actions against the Directors and senior management arising out of corporate activities for the year ended 31
December 2020 and up to date of this annual report, and such permitted indemnity provision is currently in force.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Company’s articles of association or applicable laws of the
Cayman Islands where the Company is incorporated.

TAX RELIEF

The Company is not aware of any tax relief available for the Shareholders by reason of their holding of the Shares.
EMOLUMENT POLICY

Employees of the Group are selected, remunerated and promoted on the basis of their merit, qualifications,
competence and contribution to the Group. The Company also has adopted the Share Option Scheme as a
long-term incentive scheme of the Group.

PROPERTY HELD

As at 31 December 2020, there was no property held for development and/or sale or for investment purpose for
which the percentage ratios, as defined under Rule 14.04(9) of the Listing Rules, exceeded 5%.
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DISTRIBUTABLE RESERVES

Pursuant to applicable statutory provisions of the Cayman Islands, the Company’s reserves available for distribution
to the Shareholders as at 31 December 2020 amounted to RMB169.9 million.

AUDITOR

SHINEWING (HK) CPA Limited has been auditors of the Company since 29 December 2017. The financial
statements for the year ended 31 December 2020 have been audited by SHINEWING (HK) CPA Limited.
SHINEWING (HK) CPA Limited will retire and, being eligible, offer themselves for reappointment at the forthcoming
annual general meeting of the Company. A resolution for the reappointment of SHINEWING (HK) CPA Limited
as the auditors of the Company is expected to be proposed at the forthcoming annual general meeting of the
Company.

MAJOR CUSTOMERS AND SUPPLIERS

During the year ended 31 December 2020, the percentages of purchases from the Group’s largest supplier and
the five largest suppliers were 5.9% and 23% respectively. As at 31 December 2020, the percentage of revenue
attributable to the Group’s five largest customers was less than 10%.

During the year ended 31 December 2020, none of the Directors or any of their close associates, or any
Shareholders of the Company (which to the best knowledge of the Directors, own more than 5% of the Company’s
issued share capital) had any interest in any of the Group’s five largest suppliers or customers.

CORPORATE GOVERNANCE

A report on the principal corporate governance practices adopted by the Company is set out on pages 40 to 50 of
this annual report.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company and within the knowledge of the Directors, the
Directors confirm that the Company has maintained the prescribed public float under the Listing Rules for the year
ended 31 December 2020 and up to the date of this annual report.

REVIEW BY THE AUDIT COMMITTEE

The Audit Committee has reviewed the Financial Statements and met with the auditors of the Company, without
the presence of the executive Directors. In addition, the Audit Committee has also discussed matters with respect
to the accounting policies and practices adopted by the Company, risk management and internal control systems
with senior management members of the Company.

EVENTS AFTER THE REPORTING PERIOD

The Board is not aware of any significant events requiring disclosure that has taken place subsequent to 31
December 2020 and up to the date of this annual report.
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DIRECTORS’ REPORT

ANNUAL GENERAL MEETING AND CLOSURE OF REGISTER OF MEMBERS

The forthcoming annual general meeting of the Company (“AGM”) will be held on Tuesday, 8 June 2021 at 10/F,
Everbright Centre, 108 Gloucester Road, Wan Chai, Hong Kong. The register of members of the Company will be
closed from Thursday, 3 June 2021 to Tuesday, 8 June 2021, both days inclusive, during which period no transfer
of shares will be effected.

In order to be entitled to attend and vote at the AGM, all transfer documents accompanied by the relevant share
certificates must be lodged with the Company’s branch share registrar in Hong Kong, Tricor Investor Services
Limited, at Level 54, Hopewell Centre, 183 Queen’s Road East, Hong Kong for registration no later than 4:30 p.m.
on Wednesday, 2 June 2021.

By order of the Board
Du Xiaoping
Chairman and Executive Director

Hong Kong, 29 March 2021

* For identification purpose only
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INDEPENDENT AUDITOR’S REPORT

A [
{’g_ o SHINEWING (HK) CPA Limited
aj 43/F., Lee Garden One
E ; . w . 33 Hysan Avenue
hlne Ufl?’ Causeway Bay, Hong Kong

TO THE MEMBERS OF CHINA SHUN KE LONG HOLDINGS LIMITED
(incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of China Shun Ke Long Holdings Limited (the “Company”)
and its subsidiaries (hereinafter collectively referred to as the “Group”) set out on pages 72 to 148, which comprise
the consolidated statement of financial position as at 31 December 2020, and the consolidated statement of profit
or loss and other comprehensive income, consolidated statement of changes in equity and consolidated statement
of cash flows for the year then ended, and notes to the consolidated financial statements, including a summary of
significant accounting policies.

In our opinion, the consolidated financial statements give a true and fair view of the consolidated financial position
of the Group as at 31 December 2020, and of its consolidated financial performance and its consolidated cash
flows for the year then ended in accordance with International Financial Reporting Standards (“IFRSs”) issued by
the International Accounting Standards Board (the “IASB”) 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 (“HKSASs”) issued by the Hong
Kong Institute of Certified Public Accountants (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.
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INDEPENDENT AUDITOR’S REPORT

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of the
consolidated financial statements of the current period. These matters were addressed in the context of our audit
of the consolidated financial statements as a whole, and in forming our opinion thereon, and we do not provide a

separate opinion on these matters.

Impairment test on retail outlet operation cash generating units

Refer to notes 13 and 14 to the consolidated financial statements.

The key audit matter

The Group’s retail outlet operation cash generating
units (“Retail outlet CGUs”) consisted of certain
property, plant and equipment and right-of-use
assets with carrying values of RMB39,256,000 and
RMB122,539,000 respectively as at 31 December
2020. During the year ended 31 December 2020,
an impairment loss of RMB559,000 was recognised
against property, plant and equipment in relation to
retail outlet operation cash generating unit in Macau.

We have identified the impairment assessment of the
Retail outlet CGUs as a key audit matter because
of its significance to the consolidated financial
statements and because determination of the
recoverable amount of the relevant cash generating
unit required significant management judgement
and assumptions made for the profit and cash flow
forecasts.
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How the matter was addressed in our audit

Our audit procedures were designed to assess the
reasonableness of the selection of valuation model,
adoption of key assumptions and input data by
reference to the historical information together with
other external available information. In particular, we
have tested the future cash flow forecast prepared by
management on whether it is agreed to the budget
approved by the directors of the Company and
compared the budget with actual results available
up to the report date. We have also evaluated the
appropriateness of the assumptions, including the future
revenue, the future expenses and profit margin, against
latest market expectations.

We have also assessed the discount rate employed in
the calculation of value-in-use by reviewing its basis
of calculation and comparing its input data to market
sources.

As any changes in these assumptions and input to
valuation model may result in significant financial
impact, we have tested management’s sensitivity
analysis in relation to the key inputs to the impairment
assessment which included changes in future revenue
and expenses.



INDEPENDENT AUDITOR’S REPORT

KEY AUDIT MATTERS - CONTINUED

Valuation of trade receivables

Refer to note 19 to the consolidated financial statements.
The key audit matter

As at 31 December 2020, the Group had trade
receivables of RMB35,119,000, net of accumulated
impairment loss of RMB1,501,000.

Allowance for impairment of trade receivables is
based on expected credit losses (“ECL”), which
is estimated by taking into account the credit
loss experience and forward-looking information
including both current and forecast general economic
conditions.

We have identified valuation of trade receivables as a
key audit matter because the impairment assessment
of trade receivables involved a significant degree
of management judgement and may be subject to
management bias.

OTHER INFORMATION

How the matter was addressed in our audit

Our audit procedures were designed to assess the
assumptions and judgements of the Group’s ECL model
on impairment assessment of trade receivables.

We have assessed the reasonableness of
management’s estimates for impairment allowance by
examining the information used by management to form
such judgements, including testing accuracy of the
historical default data, evaluating whether the historical
loss rates are appropriately adjusted based on current
economic conditions and forward-looking information.

We have also inspected cash received from debtors
after year end relating to trade receivable balance as at
31 December 2020 on a sample basis.

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

thereon.

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

any form of assurance conclusion thereon.

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

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

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

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

The audit committee is responsible for overseeing the Group’s financial reporting process.

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, 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 judgment and maintain professional
skepticism throughout the audit. We also:

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

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

° Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by the directors of the Company.
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INDEPENDENT AUDITOR’S REPORT

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS - CONTINUED

° Conclude on the appropriateness of the Company’s 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.

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

We communicate with the audit committee regarding, among other matters, the planned scope and timing of the
audit and significant audit findings, including any significant deficiencies in internal control that we identify during
our audit.

We also provide the audit committee 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, related safeguards.

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

The engagement partner on the audit resulting in this independent auditor’s report is Mr. Wong Hon Kei, Anthony.

SHINEWING (HK) CPA Limited
Certified Public Accountants

Wong Hon Kei, Anthony

Practising Certificate Number: P0O5591

Hong Kong
29 March 2021

Annual Report 2020

71



CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER
COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2020

2020 2019
Notes RMB’000 RMB’000
Revenue 6 888,749 945,221
Cost of inventories sold (762,932) (810,435)
Gross profit 125,817 134,786
Other operating income 6 34,963 37,721
Selling and distribution costs (127,334) (144,774)
Administrative expenses (36,148) (33,678)
Finance costs 7 (11,483) (10,084)
Impairment loss recognised in respect of property,
plant and equipment 13 (559) (641)
Impairment loss recognised in respect of right-of-use assets 14 - (481)
Impairment loss recognised in respect of goodwill 16 - (2,958)
Impairment loss recognised in respect of trade receivables 19 (1,501) -
Loss before tax 8 (16,245) (20,109)
Income tax expense 10 (222) (450)
Loss for the year (16,467) (20,559)
Other comprehensive (expense) income
Item that will not be reclassified subsequently to profit or loss:
Exchange differences arising on translation of financial
statements from functional currency to presentation
currency (1,661) 776
Loss and total comprehensive expense for the year (18,128) (19,783)
Loss for the year attributable to:
Owners of the Company (16,501) (20,626)
Non-controlling interests 34 67
(16,467) (20,559)
Loss and total comprehensive (expense) income
for the year attributable to:
Owners of the Company (18,162) (19,850)
Non-controlling interests 34 67
(18,128) (19,783)
Loss per share 11
Basic (RMB) (0.06) (0.07)
Diluted (RMB) (0.06) (0.07)
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

AS AT 31 DECEMBER 2020

Non-current assets
Property, plant and equipment
Right-of-use assets
Investment properties
Deposits paid
Goodwill

Current assets
Inventories
Trade and bills receivables
Deposits paid, prepayments and other receivables
Amounts due from related companies
Financial assets at fair value through profit or loss
Deposit with a bank
Cash and cash equivalents

Current liabilities
Trade payables

Deposits received, receipts in advance, accruals and

other payables
Lease liabilities
Contract liabilities
Bank borrowings
Tax payable

Net current assets

Total assets less current liabilities

Notes

13
14
15
17
16

18
19
17
25
20
21
21

22

23
14
24
26

2020 2019
RMB’000 RMB’000
39,946 44,506
124,500 97,488
9,678 10,005
12,320 11,376
186,444 163,375
143,926 130,848
35,440 23,587
86,808 108,280
194 3,195
43,500 20,000
- 25,243
103,970 122,635
413,838 433,788
102,800 116,252
27,405 26,870
31,535 17,675
14,016 13,107
108,000 -
247 190
284,003 174,094
129,835 259,694
316,279 423,069
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
AS AT 31 DECEMBER 2020

2020 2019
Notes RMB’000 RMB’000

Non-current liabilities
Lease liabilities 14 76,810 57,472
Bank borrowings 26 - 108,000
76,810 165,472
Net assets 239,469 257,597

Capital and reserves

Share capital 27 2,387 2,387
Reserves 235,773 253,935
Equity attributable to owners of the Company 238,160 256,322
Non-controlling interests 1,309 1,275
Total equity 239,469 257,597

The consolidated financial statements on pages 72 to 148 were approved and authorised for issue by the board of
directors on 29 March 2021 and are signed on its behalf by:

Du Xiaoping Han Wei
Director Director
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2020

Equity attributable to owners of the Company

Capital Non-
Share Share Special Merger Capital  Statutory contribution ~ Translation ~ Retained controlling Total
capital  premium reserve reserve reserve reserve reserve reserve - eamings Total interests equity

RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'O00  RMB'000  RMB'000  RMB'000
(Note a) (Note b) (Note ¢ (Note a) (Note e

Balance at 1 January 2019 2,387 169,904 84 6,200) 200 15,156 873 5,787 87,981 276,172 1,716 277,888
(Loss) profit for the year - - - - - - - - (20,626) (20,626) 67 (20,559
QOther comprehensive income for the year
Exchange differences arising on translation of
financial statements from functional currency

to presentation currency - - - - - - - 776 - 776 - 716
Total comprehensive income (expense] for the year - - - - - - - 776 (20,626) (19,850) 67 (19,783)
Transfer to statutory reserve - - - - - 321 - - (321) - - -
Deregistration of a subsidiary - - - - - - - - - - (508) (508)
Balance at 31 December 2019 and 1 January 2020 2,387 169,904 84 (6,200) 200 15477 873 6,563 67,034 256,322 1,275 251,597
(Loss) profit for the year - - - - - - - - (16,501) (16,501) 34 (16,467)

Other comprehensive expense for the year
Exchange differences arising on translation of
financial statements from functional currency

to presentation currency - - - - - - - (1,661) - (1,661) - (1,661)
Total comprehensive (expense) income for the year - - - - - - - (1,661) (16,501) (18,162) 34 (18,128)
Transfer to statutory reserve - - - - - 219 - - @19 - - -
Balance at 31 December 2020 g ﬁ =84 &) =200 %756 =873 =4902 ém & ﬁ ﬁ
Notes:

(@) Special reserve

Special reserve represents the investment cost of a subsidiary which has been carved out of the Group as part of the
reorganisation and the proceeds from disposal of that subsidiary.

(b)  Merger reserve
The merger reserve of the Group arose as a result of the reorganisation. As at 31 December 2020 and 2019, the balance
of merger reserve included the deemed distribution upon the acquisition of a subsidiary from the controlling shareholders as
part of the reorganisation.

(c) Capital reserve
Capital reserve represents the capital contribution from the previous shareholders to a subsidiary of the Group.

(d) Statutory reserve
In accordance with the Company Law of the People’s Republic of China (the “PRC”), the Company’s subsidiaries
registered in the PRC are required to appropriate 10% of the annual statutory net profit after tax (after offsetting any prior
years’ losses) to the statutory reserve fund. When the balance of the statutory reserve fund reaches 50% of each entity’s
registered capital, any further appropriation is optional. The statutory reserve fund can be utilised to offset prior years’
losses or to increase the registered capital. However, such balance of the statutory reserve fund must be maintained at a
minimum of 50% of the registered capital after such usages.

(e) Capital contribution reserve

Capital contribution reserve of the Group represented the capital contribution upon acquisition of the net assets of a
subsidiary pursuant to a group reorganisation.
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CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2020

2020 2019
RMB’000 RMB’000
OPERATING ACTIVITIES
Loss before tax (16,245) (20,109)
Adjustments for:
Interest income on bank deposits (1,101) (1,708)
Interest income from financial assets at fair value through
profit or loss (“FVTPL”) (895) (425)
Depreciation of investment properties 327 601
Depreciation of property, plant and equipment 11,616 12,257
Depreciation of right-of-use assets 38,113 21,312
Gain on deregistration of a subsidiary - (2)
Government grants (3,591) (1,756)
Impairment loss recognised in respect of trade receivables 1,501 -
Impairment loss recognised in respect of goodwill - 2,958
Impairment loss recognised in respect of property,
plant and equipment 559 641
Impairment loss recognised in respect of right-of-use assets - 481
Gain on lease termination (286) -
Rent concessions related to COVID-19 (274) -
Finance costs 11,483 10,084
Gain on disposal of property, plant and equipment (44) (36)
Obsolete inventories written-off 953 1,674
Operating cash flows before movements in working capital 42,116 25,972
Increase in inventories (14,164) (10,866)
(Increase) decrease in trade and bills receivables (13,356) 874
Decrease in deposits paid, prepayments and other receivables 20,192 3,191
Decrease (increase) in amounts due from related companies 3,001 (2,282)
(Decrease) increase in trade payables (13,297) 3,864
Increase (decrease) in deposits received, receipts in advance,
accruals and other payables 511 (1,313)
Increase in contract liabilities 909 2,829
Cash generated from operations 25,912 22,269
Income tax paid (165) (1,484)
NET CASH FROM OPERATING ACTIVITIES 25,747 20,785
INVESTING ACTIVITIES
Purchases of property, plant and equipment (7,838) (8,228)
Purchases of financial assets at FVTPL (404,500) (192,000)
Proceeds from disposal of financial assets at FVTPL 381,895 192,425
Withdrawal of a deposit with a bank 25,243 14,757
Interest received 1,379 2,402
Proceeds on disposal of property, plant and equipment 266 735
NET CASH (USED IN) FROM INVESTING ACTIVITIES (3,555) 10,091

76 China Shun Ke Long Holdings Limited



CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2020

FINANCING ACTIVITIES
New bank borrowings raised
Government grants received
Bank borrowings repaid
Repayment