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ANNOUNCEMENT OF INTERIM RESULTS
FOR THE SIX MONTHS ENDED 30 JUNE 2020

The board of directors (the “Board”, and the members of the Board, the “Directors”) of China
Shun Ke Long Holdings Limited (the “Company”) is pleased to announce the unaudited
condensed consolidated interim results of the Company and its subsidiaries (collectively, the
“Group”) for the six months ended 30 June 2020. The unaudited consolidated results have
been reviewed by the audit committee of the Company (the “Audit Committee”).

FINANCIAL HIGHLIGHTS
For the six months
ended 30 June
2020 2019
RMB’000 RMB’000 %
Revenue 469,349 455,535 3.0%
Gross profit 65,604 68,057 -3.6%
Loss for the period (2,378) (3,873) 38.6%
At At
30 June 31 December
2020 2019
RMB’000 RMB’000 %
Total assets 581,251 597,163 -2.7%
Total liabilities 325,957 339,566 -4.0%
The number of retail outlets 69 70 -1.4%
The number of franchise outlets 670 670 0.0%




CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER
COMPREHENSIVE INCOME

Six months ended 30 June
2020 2019
Notes RMB’000 RMB’000
(unaudited) (unaudited)

Revenue Sa 469,349 455,535
Cost of inventories sold (403,744) (387,478)
Gross profit 65,605 68,057
Other operating income 5b 16,679 16,630
Selling and distribution costs (64,789) (64,906)
Administrative expenses (14,372) (16,258)
Profit from operations 6 3,123 3,523
Finance costs 7 (4,928) (6,290)
Loss before income tax expense (1,805) (2,767)
Income tax expense 8 (573) (1,1006)
Loss for the period (2,378) (3,873)
Other comprehensive income, item that will not be

reclassified subsequently to profit or loss:

Exchange differences on translation of

financial statements from functional currency to
presentation currency 75 108

Loss and total comprehensive loss for the period (2,303) (3,765)
(Loss)/profit for the period attributable to:

— Owners of the Company (2,488) (3,417)

— Non-controlling interests 110 (456)

(2,378) (3,873)

Loss and comprehensive (loss)/income

for the period attributable to:

— Owners of the Company (2,413) (3,309)

— Non-controlling interests 110 (456)

(2,303) (3,765)

Loss per share — basic and diluted (RMB cents) 10 (0.86) (1.18)
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

At At
30 June 31 December
2020 2019
Notes RMB’000 RMB’000
(unaudited) (audited)
ASSETS AND LIABILITIES
Non-current assets
Property, plant and equipment 11 40,065 44,506
Right-of-use assets 12a 89,452 97,488
Investment properties 11 9,660 10,005
Deposits paid and prepayments 11,566 11,376
Total non-current assets 150,743 163,375
Current assets
Inventories 131,737 130,848
Trade receivables 13 35,304 23,587
Deposits paid, prepayments and other receivables 129,129 108,280
Amounts due from related companies 15 2,867 3,195
Financial assets at fair value through profit or loss 23,500 20,000
Deposit with a bank — 25,243
Cash and cash equivalents 107,971 122,635
Total current assets 430,508 433,788
Total assets 581,251 597,163
Current liabilities
Trade payables 14 106,373 116,252
Deposits received, receipts in advance, accruals and
other payables 29,307 26,870
Lease liabilities 12b 18,524 17,675
Contract liabilities 13,684 13,107
Bank borrowings 16 108,000 —
Tax payable 367 190
Total current liabilities 276,255 174,094
Net current assets 154,253 259,694
Total assets less current liabilities 304,996 423,069




Non-current liabilities
Lease liabilities
Bank borrowings

Total non-current liabilities
Net assets

EQUITY
Share capital
Reserves

Equity attributable to owners of the Company

Non-controlling interests

Total equity

Notes

12b

17

At At

30 June 31 December
2020 2019
RMB’000 RMB’000
(unaudited) (audited)
49,702 57,472

—_ 108,000

49,702 165,472
255,294 257,597
2,387 2,387
251,522 253,935
253,909 256,322
1,385 1,275
255,294 257,597




CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Equity attributable to owners of the Company Capital

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

RMB'000 RMB 000 RMB’000 RMB 000 RMB 000 RMB 000 RMB 000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
(Note a) (Note b) (Note ¢) (Note d) (Note e)

At 31 December 2019 (audited) 1387 169,904 84 (6,200) 200 15471 873 6,563 67,034 256,322 1275 251,591

(Loss)/profit for the period - - - — - - — - (2,488) (2,488) 10 (2,378)

Other comprehensive income for the period

Exchange differences arising on translation of

financial statements from functional currency to

presentation currency - - - - - - - 5 - 5 - 75
Total comprehensive incomel(loss) for the period - - - - - - - I (2,488) (2413) 110 (2,303)
At30 June 2020 (unaudited) 2387 169,904 84 (6,200) 200 154711 8§73 6,638 64,546 253,909 1,385 255,204
At 31 December 2018 (audited) 2387 169,904 84 (6,200) 200 15,156 §73 5787 87981 276,172 1,716 277,888
Impact on initial application of IFRS 16 - - - - — — — — (1,825) (1,825) — (1,825)
At 1 January 2019 (restated) (unaudited) 2387 169,904 8 (6,200) 200 15,156 873 5787 86,156 174347 1,716 276,063
Loss for the period — — — — — — — — (3417) (3417) (456) (3873)

Other comprehensive income for the period

Exchange differences arising on translation of

financial statements of foreign operation - - - - - - - 108 - 108 - 108
Total comprehensive incomel(loss) for the period - - - — — — — 108 (3417) (3,309 (456) (3,765)
AL30 June 2019 (unaudited) 28 16990 8 (6,200) 0 15,156 §73 5895 079 208 1260 2m
Notes:

(a)  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)  The merger reserve of the Group arose as a result of the reorganisation. The balance of the merger reserve
includes the deemed distribution upon the acquisition of a subsidiary from the controlling shareholder as
part of the reorganisation.

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

(d)  In accordance with the Company Law of 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 of the Group represents the consideration paid by the Group to acquire the net

assets of a subsidiary in excess of their carrying amounts.
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CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

Six months ended 30 June
2020 2019
RMB’000 RMB’000
(unaudited) (unaudited)

Cash flows from operating activities
Net cash used in operating activities (17,586) (7,495)

Investing activities

Purchase of property, plant and equipment (1,426) (2,279)
Purchase of financial assets at FVTPL (63,500) —
Proceeds from disposal of financial assets at FVTPL 60,458 —
Withdrawal of deposit with a bank 25,243 —
Proceeds from sale of property, plant and equipment 9 360
Interest received 747 580
Net cash from (used in) investing activities 21,531 (1,339)

Financing activities

Repayment of capital element of lease liabilities (13,756) —
Interest paid on lease liabilities and bank borrowings (4,928) (6,290)
Net cash used in financing activities (18,684) (6,290)
Net decrease in cash and cash equivalents (14,739) (15,124)
Cash and cash equivalents at 1 January 122,635 121,723
Effect of exchange rate changes on cash and cash equivalents 75 108
Cash and cash equivalents at 30 June 107,971 106,707




NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL
STATEMENTS

1. CORPORATE INFORMATION AND BASIS OF PREPARATION

(a)

(b)

Corporate information

China Shun Ke Long Holdings Limited (the “Company”) was incorporated as an exempted
company with limited liability in Cayman Islands on 18 March 2013 under the Companies Law, Cap
22 (Law 3 of 1961, as consolidated and revised) of the Cayman Islands. The Company’s registered
office is located at P.O. Box 31119, Grand Pavilion, Hibiscus Way, 802 West Bay Road Grand
Cayman, KY1-1205, Cayman Islands and its principal place of business in the People’s Republic of
China (the “PRC”) is located at Floor 3, Huale Building, No.60 Hebin North Road, Lecong Town,
Shunde District, Foshan, Guangdong Province 528315, the PRC.

The Company was registered with the Registrar of Companies in Hong Kong as a non-Hong Kong
company under Part 16 of the Companies Ordinance (Cap. 622 of the Laws of Hong Kong) on 26
May 2015. The ordinary shares of the Company (the “Shares”) were listed on the Main Board of
the Stock Exchange of Hong Kong Limited (the “Stock Exchange”) on 10 September 2015.

The principal activity of the Company is investment holding. The Company and its subsidiaries
(collectively the “Group”) are principally engaged in the operation and management of retail stores
and wholesale of goods in the PRC and Macau.

CCOQOP International Holdings Limited, which is a company incorporated in the Cayman Islands
and an indirectly wholly-owned subsidiary of CCOOP Group Co., Ltd. (“CCOOP Group”), a
company incorporated in the PRC, holds 204,558,317 Shares in aggregate, representing 70.42%
of the entire issued share capital of the Company. In the opinion of the directors of the Company
(the “Directors”), the holding company of the Company is CCOOP Group, the shares of which are
listed on the Shenzhen Stock Exchange (Stock code: 000564).

The functional currency of the Company is Hong Kong dollars (‘HK$”). The condensed
consolidated interim financial statements are presented in Renminbi (“RMB”), which is the
functional currency of the primary economic environment in which the principal subsidiaries of
the Group operate in the PRC. All values are rounded to the nearest thousand (“RMB’000”) unless
otherwise stated.

Basis of preparation

These condensed consolidated interim financial statements of the Group for the six months ended 30
June 2020 (the “Period”) have been prepared in accordance with International Accounting Standard
(“TAS”) 34 “Interim Financial Reporting”, issued by the International Accounting Standards Board
(the “IASB”) and the applicable disclosure requirements of Appendix 16 to the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited (the “Listing Rules”). These
condensed consolidated interim financial statements were authorised for issue on 26 August 2020.

These condensed consolidated interim financial statements have been prepared with the same
accounting policies adopted in the 2019 annual financial statements, except for those that relate
to new standards or interpretations effective for the first time for periods beginning on or after 1
January 2020. Details of any changes in accounting policies are set out in Note 2.



These condensed consolidated interim financial statements contain condensed consolidated
financial information and selected explanatory notes. The notes include an explanation of events
and transactions that are significant to an understanding of the changes in financial position and
performance of the Group since the 2019 annual financial statements. These condensed consolidated
interim financial statements and notes do not include all of the information required for a complete
set of financial information prepared in accordance with International Financial Reporting Standards
(the “IFRSs”) and should be read in conjunction with the 2019 consolidated financial statements.

The condensed consolidated interim financial statements were unaudited, but have been reviewed
by the Audit Committee, which comprises three independent non-executive Directors.

APPLICATION OF NEW AND AMENDMENTS TO INTERNATIONAL FINANCIAL

REPORTING STANDARDS (“IFRS(S)’)

In the current interim period, the Group has applied, for its first time, the following new and amendments
to IFRSs, which include IFRSs, which are mandatory effective for the annual period beginning on or after
1 January 2020 for the preparation of Group’s unaudited condensed consolidated financial statements.

New and amended standards adopted by the Group

A number of new or amended standards became applicable for the current reporting period. The Group did
not have to change its accounting policies and make retrospective adjustments as a result of adopting these

standards.

Amendments to IAS 1 and IAS 8 Definition of Material
Amendments to IFRS 3 Definition of a Business

Revised Conceptual Framework Revised Conceptual Framework for

Financial Reporting
Amendments to IFRS 9, IAS 39 and Interest Rate Benchmark Reform
IFRS 7
Amendments to IFRS16 Covid-19-related Rent Concessions

Effective for annual
periods beginning
on or after

1 January 2020
1 January 2020
1 January 2020
1 January 2020

1 June 2020



New standards and interpretations not yet adopted

The following new standards, new interpretations and amendments to standards and interpretations
have been issued but are not effective for the financial year beginning on 1 January 2020 and have
not been early adopted by the Group:

Effective for annual
periods beginning

on or after

Amendments to IAS 1 Classification of Liabilities as 1 January 2022
Current or Non-current

Amendments to IAS 16 Property, Plant and Equipment: 1 January 2022
Proceeds before intended use

Amendments to IAS 37 Onerous Contracts — Cost of 1 January 2022
Fulfilling a Contract

Amendments to IFRS 3 Reference to the Conceptual 1 January 2022
Framework

IFRS 17 Insurance contracts 1 January 2023

Amendments to IFRS 10 and IAS 28 Sale or contribution of assets To be determined

between an investor and
its associate or joint venture
Annual Improvements to 1 January 2022
IFRS Standards 2018-2020

The Group is assessing the full impact of the new standards, new interpretations and amendments to
standards and interpretations.

USE OF JUDGEMENTS AND ESTIMATES

In preparing this condensed consolidated interim financial statements, the significant judgements made by
the management in applying the Group’s accounting policies and the key sources of estimation uncertainty
were the same as those that applied to 2019 annual financial statements, except those affected by the
implementation of the new and amendments to IFRSs.

SEGMENT INFORMATION

The Group determines its operating segments based on the reports reviewed by the chief operating
decision-maker, being the chief executive of the Company, that are used to make strategic decisions.

The Group has two reportable segments. The segments are managed separately as each business offers
different services and requires different business strategies. The following summary describes the
operations in each of the Group’s reportable segments:

. Retail outlet operation (sales of fresh food, non-staple food and household products); and
. Wholesale distribution (sales of fast consumable products and non-staple food)

Management assesses the performance of the operating segments based on the measure of segment
results which represents the net of revenue, cost of inventories sold, other operating income, selling
and distribution costs, administrative expenses and finance costs directly attributable to each operating
segment without allocation of certain other operating income and central administrative cost. This is the
measure reported to the CODM for the purpose of resource allocation and performance assessment.



For the six months ended 30 June 2020 (unaudited):

Retail outlet

Wholesale Inter-segment

operation distribution elimination Total
RMB’000 RMB’000 RMB’000 RMB’000
Revenue
From external customers 366,136 103,213 — 469,349
From inter-segment 22,641 11,844 (34,485) —
Reportable segment revenue 388,777 115,057 (34,485) 469,349
Reportable segment profit/(loss) 604 (508) — 96
Finance costs 4,842 86 — 4,928
Interest income 503 6 — 509
Reportable segment assets 469,644 90,449 — 560,093
Additions to non-current segment assets
during the period 1,424 2 — 1,426
Reportable segment liabilities 319,715 6,162 — 325,877
For the six months ended 30 June 2019 (unaudited):
Retail outlet Wholesale Inter-segment
operation distribution elimination Total
RMB’000 RMB’000 RMB’000 RMB’000
Revenue
From external customers 329,413 126,122 — 455,535
From inter-segment 28,871 11,324 (40,195) —
Reportable segment revenue 358,284 137,446 (40,195) 455,535
Reportable segment loss (1,374) (224) — (1,598)
Finance costs 5,940 350 — 6,290
Interest income 576 4 — 580
Reportable segment assets 490,645 113,448 — 604,093
Additions to non-current segment assets
during the period 2,455 203 — 2,658
Reportable segment liabilities 354,158 8,559 — 362,717
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The totals presented for the Group’s operating segments reconcile to the Group’s key financial figures as
presented in the condensed consolidated interim financial statements as follows:

Six months ended 30 June

2020 2019

RMB’000 RMB’000

(unaudited) (unaudited)

Reportable segment revenue 469,349 455,535
Group revenue 469,349 455,535
Reportable segment profit/(loss) 96 (1,598)
Other corporate income 239 322
Other corporate expenses (2,140) (1,491)
Loss before income tax expense (1,805) (2,767)
Reportable segment assets 560,093 604,093
Other corporate assets (Note) 21,158 31,679
Group’s assets 581,251 635,772
Reportable segment liabilities 325,877 362,717
Other corporate liabilities (Note) 80 757
Group’s liabilities 325,957 363,474

Note: Other corporate assets represented certain cash and cash equivalents and certain property, plants and
equipment. Other corporate liabilities represented other payables relating to central administration
costs.

The Group’s revenues from external customers and its non-current assets are all divided into the following
geographical areas:

Revenue from external customers Non-current

Six months ended 30 June assets

At 30 June

2020 2019 2020

RMB’000 RMB’000 RMB’000

(unaudited) (unaudited) (unaudited)

The PRC (domicile) 457,413 441,500 139,177
Macau 11,936 14,035 -
469,349 455,535 139,177

The country of domicile is determined by referring to the country in which the Group regards as its home
country and has the majority of operations and centre of management.

The geographical location of customers is based on the location at which the services are provided. The
geographical location of the non-current assets is based on the physical location of the assets.

There was no single customer that contributed to 10% or more of the Group’s revenue for the six months
ended 30 June 2020 and 2019.
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S. REVENUE AND OTHER OPERATING INCOME

(a)

(b)

Revenue

Represents revenue arising on sale of goods, net of discounts and sales related taxes, where
applicable, rental income and the value of services rendered. An analysis of the Group’s revenue for

the period is as follows:

Retail outlet operation

General retail sales

Bulk sales

Rental income from leasing shop premises
Commission from concessionaire sales

Wholesale distribution
General wholesales
Franchisees

Other operating income

An analysis of the Group’s other operating income is as follows:

Government grants

Interest income on bank deposits

Interest income from financial assets at FVTPL
Promotion income from suppliers

Net rental income from investment properties
Others

—12 —

Six months ended 30 June

2020 2019
RMB’000 RMB’000
(unaudited) (unaudited)
354,839 281,448
2,658 35,369

8,639 12,076

— 520

103,213 122,436

— 3,686

469,349 455,535

Six months ended 30 June

2020 2019
RMB’000 RMB’000
(unaudited) (unaudited)
2,436 1,560

747 580

458 —

10,474 12,327
1,610 946

954 1,217

16,679 16,630




PROFIT FROM OPERATIONS
The Group’s profit from operations was arrived at after charging/(crediting):

Six months ended 30 June

2020 2019

RMB’000 RMB’000

(unaudited) (unaudited)

Depreciation of property, plant and equipment 5,789 6,258

Depreciation of investment properties 345 405

Depreciation of right-of-use assets (Note) 12,904 17,344

Amortisation of prepaid land lease payments — 449
Employee benefits expenses (including directors’ remuneration):

— Wages and salaries 33,994 33,662

— Pension scheme contributions 1,454 2,860

— Other benefits 244 1,759

35,692 38,281

Obsolete inventories written-off — 444

Loss on disposal of property, plant and equipment 34 13

Note: The Group has initially applied IFRS 16 at 1 January 2019. In applying IFRS 16, in relation to
those leases that were classified as operating leases, the Group has recognised depreciation on
right-of-use assets and interest expense on lease liabilities, instead of operating lease expense (see
Note 2). During the six months ended 30 June 2019, in relation to those lease, the Group recognised
RMB17,344,000 and RMB3,405,000 (note 7) of depreciation expense on right-of-use assets and
interest expense on lease liabilities respectively.

FINANCE COSTS

Six months ended 30 June

2020 2019

RMB’000 RMB’000

(unaudited) (unaudited)

Interest charged on bank borrowings 2,960 2,885
Interest on lease liabilities 1,968 3,405
4,928 6,290
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INCOME TAX EXPENSE

Six months ended 30 June

2020 2019
RMB’000 RMB’000
(unaudited) (unaudited)
Current — the PRC
Charge for the period 573 1,106

The Group is not subject to any income tax under the jurisdiction of the Cayman Islands and the British
Virgin Islands (the “BVI”) for the six months ended 30 June 2020 and 2019.

No provision for Hong Kong Profits Tax has been provided as the Group has no estimated assessable
profits arising in Hong Kong for the six months ended 30 June 2020 and 2019.

The Group’s subsidiaries in the PRC are subject to Enterprise Income Tax at the rate of 25% based on the
estimated assessable profits for the six months ended 30 June 2020 and 2019.

Pursuant to circular issued by Ministry of Finance and National Tax Bureau, the small-scaled minimal
profit enterprise with an annual taxable income below RMB 1,000,000 (RMB1,000,000 included) is
entitled to a preferential tax treatment of 75% exemption of taxable income and application of income
tax rate as 20% from 1 January 2019 to 31 December 2021. The Group’s certain PRC subsidiaries were
qualified during the period ended 30 June 2020 and 2019.

The Law of the PRC on Enterprise Income Tax allows enterprises to apply for the certificates of “High
and New Technology Enterprise” (“HNTE”) which entitles the qualified companies to a preferential
income tax rate of 15%. il 1L T % [ 7 25 43 BR 22 7], a PRC subsidiary of the Group, has been qualified as
a HNTE in 2017 and its income tax rate is 15% for the six months ended 30 June 2020 and 2019.

The Group’s subsidiaries in Macau are subject to Complementary Tax at rate of 12% based on estimated
assessable profits for the years ended 30 June 2020 and 2019. During the six months ended 30 June 2020,
no Macau Complementary Income Tax has been provided as there were no assessable profits generated (six
months ended 30 June 2019: Provided at a rate 12% based on the estimated assessable profits).

DIVIDEND

The board of Directors (the “Board”) does not recommend the payment of any interim dividend for the
Period (six months ended 30 June 2019: Nil).
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10.

11.

LOSS PER SHARE

The calculation of the basic and diluted loss per share attributable to equity holders of the Company for
each of the periods is based on the following data:

Six months ended 30 June

2020 2019
RMB’000 RMB’000
(unaudited) (unaudited)
Loss for the period attributable to equity holders of the Company for
the purpose of basic and diluted loss per share (2,488) 3,417)

Six months ended 30 June

2020 2019
Shares Shares

Number of shares
Weighted average number of ordinary shares in issue 290,457,000 290,457,000

The diluted loss per share for respective periods are the same as basic loss per share as there are no
potential ordinary shares outstanding during both periods or at the end of reporting periods.

CAPITAL EXPENDITURES
Property,
plant and Prepaid Investment
equipment land lease properties Goodwill
RMB’000 RMB’000 RMB’000 RMB’000
Opening carrying amount as at
1 January 2020 (audited) 44,506 — 10,005 —
Additions 1,426 — — —
Disposals (89) — — —
Depreciation/amortization (Note 6) (5,789) — (345) —
Exchange adjustment 11 — — —
Carrying amount as at
30 June 2020 (unaudited) 40,065 — 9,660 —
Opening carrying amount as at
1 January 2019 (audited) 50,452 31,166 4,122 2,897
Additions 2,658 — — —
Disposals (294) — — —
Depreciation/amortization (Note 6) (6,258) (449) (405) —
Exchange adjustment 2 — — 10
Carrying amount as at
30 June 2019 (unaudited) 46,560 30,717 3,717 2,907

As at 30 June 2020 and 31 December 2019, certain buildings with carrying amount of RMB 11,554,000
and RMB11,748,000 respectively were pledged to the bank for banking facilities granted to the Group (Note
16).

As at 30 June 2020 and 31 December 2019, certain investment properties with carrying amount of

RMB9,474,000 and RMB9,731,000 respectively were pledged to the bank for banking facilities granted to
the Group (Note 16).
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12.

13.

LEASES

(a)

(b)

Right-of-use assets

30 June 31 December

2020 2019

RMB’000 RMB’000

(unaudited) (audited)

Other properties leased for own use 65,160 72,868
Ownership interests in leasehold land 24,292 24,620
89,452 97,488

At 30 June 2020, right-of-use assets of RMB24,292,000 (31 December 2019: RMB24,620,000)

represents land use rights locating in the PRC.

As at 30 June 2020, certain ownership interests in leasehold land with carrying values of
approximately RMB19,399,000 (31 December 2019: RMB19,555,000) have been pledged to the

bank for banking facilities granted to the Group (Note 16).

Lease liabilities

30 June 31 December

2020 2019

RMB’000 RMB’000

(unaudited) (audited)

Non-current 49,702 57,472
Current 18,524 17,675
68,226 75,147

TRADE RECEIVABLES

The average credit terms offered to these customers or tenants are generally for a period of 0—180 days
from the invoice date.

An aged analysis of the trade receivables at the end of the respective reporting periods, based on the
invoice date, is as follows:

30 June 31 December

2020 2019

RMB’000 RMB’000

(unaudited) (audited)

Within 30 days 15,507 11,138
31 to 60 days 5,932 5,617
61 to 180 days 11,122 4,195
181 to 365 days 699 445
Over 1 year 2,044 2,192
35,304 23,587
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14.

15.

16.

TRADE PAYABLES

The Group normally obtains credit terms of 0 to 360 days from its suppliers.

An aged analysis of the trade payables at the end of the respective reporting periods, based on the invoice

date, is as follows:

30 June 31 December

2020 2019

RMB’000 RMB’000

(unaudited) (audited)

Current to 30 days 21,072 48,125
31 to 60 days 23,910 18,744
61 to 180 days 9,234 37,321
181 to 365 days 45,870 7,264
Over 1 year 6,287 4,798
106,373 116,252

AMOUNTS DUE FROM RELATED COMPANIES

As at 30 June 2020 and 31 December 2019, amounts due from related companies were unsecured, interest

free and repayable on demand.

BANK BORROWINGS
30 June 31 December
2020 2019
RMB’000 RMB’000
(unaudited) (audited)

Secured
— bank borrowings due for repayment:

within one year 108,000 —
more than one year but less than two years — 108,000
108,000 108,000

As at 30 June 2020 and 31 December 2019, both of the bank borrowings were denominated in RMB, bore

interest at the fixed rate of 5.23% (2019: 5.46%) per annum.

The Group’s interest-bearing bank borrowings are secured by:

1) the pledge of certain buildings of the Group with carrying amount of RMB11,554,000 and

RMB11,748,000 at 30 June 2020 and 31 December 2019 respectively (Note 11);

(ii)  the pledge of certain right-of-use assets of the Group with carrying amount of RMB19,399,000 and

RMB19,555,000 at 30 June 2020 and 31 December 2019 respectively (Note 12);

(iii)  the pledge of certain investment properties of the Group with carrying amount of RMB9,474,000

and RMB9,731,000 at 30 June 2020 and 31 December 2019 respectively (Note 11).
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17.

18.

19.

SHARE CAPITAL

Company
30 June 31 December
2020 2019
RMB’000 RMB’000
(unaudited) (audited)
Authorised:
2,000,000,000 ordinary shares of HK$0.01 each 15,826 15,826
Issued and fully paid:
290,457,000 ordinary shares of HK$0.01 each 2,387 2,387

OPERATING LEASE ARRANGEMENTS

As lessor

The Group sub-leases out certain areas inside its retail outlets. The leases are negotiated for terms ranging

from 1 to 10 years. None of the leases includes contingent rentals.

As at 30 June 2020 and 31 December 2019, the Group had total future minimum lease receipts under non-

cancellable operating leases falling due as follows:

30 June
2020
RMB’000
(unaudited)

Within one year 23,009

31 December
2019
RMB’000
(audited)

20,059

CAPITAL COMMITMENTS

The Group had the following capital commitments at the end of each of the reporting period:

30 June
2020
RMB’000
(unaudited)
Contracted, but not provided for, in respect of acquisition
of property, plant and equipment 952

31 December
2019
RMB’000
(audited)
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20.

RELATED PARTY TRANSACTIONS

()

In addition to the transactions detailed elsewhere in the condensed consolidated interim financial
statements, the Group had the following material transactions with related parties during the

periods:
Six months ended 30 June
Related party relationship Nature of transaction 2020 2019
RMB’000 RMB’000
(unaudited) (unaudited)
Related companies (Note a) Sale of goods (Notes a and d) - 5,432
Purchase of goods
(Notes b and e) - 69
Rental expense paid
(Notes ¢ and e) 482 319
Notes:
(a) The consideration of sale transactions are based on (i) historical transaction prices and

(b)

(c)

(d)

(e)

amount; (ii) prevailing market prices; and (iii) discount rate offered to bulk purchase
customers. The credit period for sales to related parties is within 90 days.

The consideration of purchase transactions are based on (i) historical transaction prices and
amount; (ii) prevailing comparable wholesale prices; and (iii) discounts offered on bulk
purchase. The credit period for purchases from related parties is within 90 days.

In 2017, the Company entered into a two-year lease in respect of office premises with a
fellow subsidiary of the Group’s holding company. The amount of rent payable by the
Company under the lease was HK$60,000 (equivalent to RMB53,160) per month. At 1
January 2019, the lease was accounted for as a short-term lease. During the period ended 30
June 2019, the Company has made lease payment of RMB319,000 to the fellow subsidiary of
the Group’s holding company.

During the period ended 30 June 2020, the Company entered into a lease in respect of other
office premises with a fellow subsidiary of the Group’s holding company. The amount of
rent payable by the Company under the lease was HK$88,000 (equivalent to RMB80,379)
per month. The Group has made lease payment of approximately RMB482,000 to the fellow
subsidiary of the Group’s holding company, where the lease is accounted for as a short-term
lease.

The related party transactions constitute connected transactions or continuing connected
transactions as defined in Chapter 14A of the Listing Rules. The disclosures required by
Chapter 14A of the Listing Rules are provided in the “Report of the Directors” section to the
annual report.

The related party transactions constitute connected transactions or continuing connected

transactions as defined in Chapter 14A of the Listing Rules, however, they are exempt from
the disclosure requirements in Chapter 14 A of the Listing Rules.
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(ii)  Compensation of key management personnel of the Group, including directors’ remuneration, is as

follows:

Six months ended 30 June
2020 2019
RMB’000 RMB’000
(unaudited) (unaudited)
Salaries, allowances and benefits in kind 3,962 2,435
Pension scheme contributions 46 270
4,008 2,705

21. APPROVAL OF THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

The condensed consolidated interim financial statements were approved and authorised for issue by the
Board on 26 August 2020.
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MANAGEMENT DISCUSSION AND ANALYSIS BUSINESS REVIEW
BUSINESS REVIEW

The Company is an investment holding company and the Group is a supermarket chain store
operator with geographical focus on Guangdong province of the PRC. During the Period, the
Group maintained both retail and wholesale distribution channels. The Group’s focus on the
suburban and rural areas of the PRC makes it different from other major players in the market.

Retail Outlets

During the Period, the Group opened 2 retail outlets and closed 3 retail outlets. As at 30 June
2020, the Group had a total of 69 retail outlets, 67 retail outlets in Guangdong province of the
PRC and 2 retail outlets in the Macau Special Administrative Region of the PRC (“Macau”)
respectively.

The following table sets forth the changes in the number of retail outlets of the Group during
the Period:

For the Period/year ended
30 June 31 December

2020 2019
At the beginning of the Period/year 70 70
Additions 2 7
Reductions (3) (7N
At the end of the Period/year 69 70
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The following table sets forth the breakdown of the number of retail outlets of the Group by
geographical location as at 30 June 2020:

Number of retail outlets

Location as at
30 June 31 December
2020 2019
Foshan 52 52
Zhaoqing 7 7
Zhuhai 5 5
Guangzhou 3 4
Guangdong province of the PRC 67 68
Macau 2 2
Total 69 70

General Wholesale

During the Period, the Group managed to keep all sole and exclusive distribution rights it
gained before. The Group maintained sole and exclusive distribution rights for 25 brands
covering Foshan, Jiangmen and Zhaoqing. The exact coverage of the Group’s sole and
exclusive distribution rights varied among those 25 brands. Instead of developing the size
of general wholesale customer base, the Group put more emphases on gaining more sub-
distributors rather than retailers as the Group’s customers.

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 changes in number of franchise outlets of the Group during
the Period:

For the Period/year ended
30 June 31 December

2020 2019
At the beginning of the Period/year 670 482
Additions 2 188
Reductions (2) —
At the end of the Period/year 670 670
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RECENT DEVELOPMENT AND OUTLOOK

With the outbreak of the novel coronavirus epidemic (the “Epidemic”) in early 2020,
community consumers have changed their consumption needs and patterns, making
community-based businesses full of challenges and uncertainties. During the Epidemic, all
members of the Group stuck to their posts and worked together to prevent the epidemic. We
strengthened epidemic prevention and supervision measures, guaranteed market supplies
through multiple channels to help the government stabilize prices and ensure supplies, and
provided surrounding villages, towns and communities with badly-needed epidemic prevention
supplies. Our efforts had won recognition and affirmation from the government and many
consumers. Thanks to careful, prudent operations, the Group’s sales rose steadily and fast-
moving consumer food products increased considerably year-on-year during the Epidemic,
which helped facilitate operations. However, due to the Epidemic, foot traffic to various stores
showed a downward trend to different degrees. Although the Epidemic has been contained
after April, consumption recovery is still not satisfactory. The Group has adopted different
marketing methods than before to stimulate consumers’ desire to buy as much as possible.
For example, we have strengthened promotions with FMCG brands to attract consumers and
accelerated both online and offline sales to help offset the decline. Currently, the foot traffic
and sales of physical supermarkets are expected to fluctuate for a while due to the possible
recurrence of the Epidemic.

The Epidemic has resulted in many vacant shops and declining rents in the areas where
the Group operates. Therefore, the Group proposed rent reductions and other measures to
landlords based on different property conditions and these efforts have been paid off. The
Group has also taken advantage of current low rentals to increase its stores, especially
fresh food community stores. It opened two more stores in the first half of the year and will
continue to expand in the second half of the year. As the business model of “Fresh Hubs”
has been put in place and taken shape, the Group is expediting the improvement of their
profit model to set a regional model and profit point in the community-based fresh food
sector. On the other hand, the Group strictly controlled costs by opening up new sources of
fresh produce, increasing the intensity and scope of direct sourcing of fresh produce, and
stocking up on badly-needed and necessary supplies during the Epidemic, so as to increase
its gross profit. Furthermore, the Group will clearly position its stores based on their distinct
characteristics and confirm how to make improvement in the second half of the year to better
adapt to the changing market competition environment and meet consumers’ needs, thereby
further increasing its profit growth points.
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The Epidemic has propelled the vigorous development of retail e-commerce, such as home
delivery business, community-based group buying, and live commerce. This has allowed
retailers to adopt more diversified marketing methods and consumer to shop through more
channels and pushed physical retailers to accelerate their online operations. As such, this is
an opportunity and a challenge for these physical retailers. In the first half of 2020, the Group
reorganized its membership information, integrated online and offline members, and built a
number of member application scenarios. Currently, the Group has been able to market to
members via Ele.me, JD Daojia, Meituan, and Alipay. In the first half of 2020, the Group saw
4,000 new users from its WeChat subscription account, 110,000 new subscribers to its service
account, and 50,000 new e-members. Ten more stores were able to offer home delivery
business in the first half of the year, and now the total number is nearly 40. The Group will
continue to develop its online businesses, for example, home delivery business, community-
based group buying, and live commerce, in the second half of 2020. It will kickstart live
commerce training and operations to make live commerce a leading online marketing tool in
the second half of the year.

As for integrated wholesale business, the Group added a WeChat Mini Program for its online
wholesale business to expand its customer base from wholesale customers to end business
customers and reduced the number of levels within distribution channels through the model of
“penetration into end customers through lower distribution channels” in the first half of 2020
to increase its gross profit margin. In the second half of the year, the Group will drive its Mini
Program business through commodities distributed in its own regions and cooperation with
merchants of other commodities to increase the number of products on its online shopping
mall and develop new customers. The Group will transform itself into the “operator” of
integrated wholesale business. The refined operation of channels and commodities will
help improve customer experience and increase the number of purchases made by a single
customer, thereby boosting sales. Owing to the increase in sales to a single customer, the
distribution costs of a same outlet will also be reduced, thereby increasing the overall gross
profit margin.

FINANCIAL REVIEW
Revenue

For the Period, the revenue of the Group was approximately RMB469,349,000, representing
an increase of approximately RMB13,814,000 or 3.0% when compared with the same period
in 2019. The increase in revenue was mainly due to an increase in revenue of retail sales,
caused by increase in customers demand in the PRC.

For the Period, the Group’s revenue from retail outlets operation was approximately
RMB366,136,000, representing an increase of approximately RMB36,732,000 or 11.2% when
compared with the same period in 2019. The increase was mainly attributable to the increase
of demand of customer the Epidemic and the revenue contributed from the newly established
retail outlets.
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For the Period, the Group’s revenue from wholesale distribution operation was approximately
RMB103,213,000, representing a drop of approximately RMB22,909,000 or 18.2% when
compared with the same period in 2019. The drop was mainly due to the slowdown in
customers demand because of close of business during the Epidemic, which resulted in a
substantial decrease of corporate customers.

Gross Profit Margin

For the Period and the same period in 2019, the Group’s gross profit margins were
approximately 14.0% and approximately 14.9% respectively. The decrease was mainly due to
increase in sales discount offered during promotional activities.

Other Operating Income

For the Period, the Group’s other operating income was approximately RMB16,679,000,
representing an increase of approximately RMB49,000 or 0.3% when compared with the same
period in 2019. The slight increase was mainly due to an increase in government grants.

Selling and Distribution Costs

For the Period, the Group’s selling and distribution costs were approximately RMB64,789,000,
representing a decrease of approximately RMB117,000 or 0.2% when compared with the
same period in 2019. The decrease was mainly due to the decrease of operating costs of retail
outlets.

Administrative Expenses

For the Period, the Group’s administrative expenses were approximately RMB 14,372,000,
representing a decrease of approximately RMB1,886,000 or 11.6% when compared with the
same period in 2019. The decrease was mainly due to reduce in staff cost by government
allowance and policy.

Finance Costs
For the Period, the Group’s finance costs were approximately RMB4,928,000, representing
a decrease of approximately RMB1,362,000 or 21.7% when compared with the same period

in 2019. The decrease was mainly due to lesser finance charge on lease liabilities during the
Period.
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Income Tax Expenses

During the Period, the Group’s income tax expenses were approximately RMB573,000,
representing a decrease of approximately RMB533,000 or 48.2% comparing with the same
period in 2019. The significant decrease was attributable to recognition of under-provision of
income tax expense with the same period in 2019.

Net Loss

During the Period, the Group’s net loss attributable to the shareholders was approximately
RMB2,488,000, representing a decrease of approximately 27.2% when compared with the
same period in 2019. The decrease was mainly due to increase in sales of retail outlet and
effective cost control in expenses.

Total Comprehensive Loss

For the Period, the Group’s total comprehensive loss attributable to the shareholders were
approximately RMB2,413,000 million, representing a decrease of approximately 27.1% when
compared with the same period in 2019. The decrease was mainly due to increase in sales
retail outlet and effective cost control in expenses, resulting in an increase in net profit.

Capital Expenditure

The Group’s capital expenditure requirements mainly relate to additions of its property, plant
and equipments for the opening of new retail outlet and renovation of existing retail outlets.
The Group spent approximately RMB1,426,000 on property, plant and equipment during the
Period.

Use of Proceeds

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. The net proceeds from the Global
Offering, after deducting underwriting fees and related expenses, amounted to approximately
HK$188,600,000 (equivalent to approximately RMB155,000,000), was intended to be applied
in the manner as set out in the section headed “Future Plans and Use of Proceeds” of the
Prospectus.
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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 ~ Utilisation as at of net proceeds
net proceeds the net proceeds 30 June 2020 as at 30 June 2020
RMB % of RMB % of RMB % of RMB % of
equivalent net equivalent net equivalent net equivalent net

million ~ proceeds — million ~ proceeds — million  proceeds  million  proceeds

Opening of new retail outlets 116.9 15.4% 14.4 43.0% 38.1 24.6% 363 23.4%
Upgrading existing retail outlets — 0.0% 14.6 9.4% 14.6 9.4% — 0.0%
Repayment of bank borrowings — 0.0% 21.9 18.0% 21.9 18.0% — 0.0%
Information systems upgrades 11.2 1.2% 11.2 1.2% 11.2 1.2% — 0.0%

Upgrading and expanding
the existing two

distribution centres 13.3 8.6% 13.3 8.6% 39 2.5% 9.4 0.1%
General working capital 13.6 8.8% 13.6 8.8% 13.6 8.8% — 0.0%
Total 155.0 100.0% 155.0 100.0% 109.3 70.5% 45.7 29.5%
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Liquidity and Financial Resources

As at 30 June 2020, the Group had cash and cash equivalents of approximately
RMB107,971,000 (as at 31 December 2019: approximately RMB122,635,000), out of which
approximately RMB85,771,000 was denominated in RMB and approximately RMB22,200,000
was denominated in HK$ or MOP.

As at 30 June 2020, the Group had net current assets of approximately RMB154,253,000 (as
at 31 December 2019: approximately RMB259,694,000) and had net assets of approximately
RMB255,294,000 (as at 31 December 2019: approximately RMB257,597,000). As at 30 June
2020, the Group did not have unutilized banking facilities (as at 31 December 2019: nil).

As at 30 June 2020, the total trade receivables and deposits paid, prepayments and other
receivables were approximately RMB164,433,000 (as at 31 December 2019: approximately
RMB131,867,000). The increase of approximately RMB32,566,000 or 24.7% in trade
receivables and deposits paid, prepayments and other receivables were mainly due to (i) longer
credit terms granted by the Group to some new low-credit-risk customers who are state-owned
companies, banks or the government; (ii) prepaid rental by the Group in order to eligible for
the rental reduction; and (ii1) pre-order of more people’s livelihood food such as frozen meat
and fruit for strategy sales, which attributed to the increase in deposits, prepayments and other
receivables.

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.

On 21 October 2019, the Board announced that the Company, through its subsidiary, Foshan
City Shun Ke Long Commerce Limited (“Foshan SKL”) began to subscribe for up to
RMBG60 million of wealth management product from Shunde Rural Commercial Bank with
expected annualised return rate of 3.00% to 3.55%. As at 30 June 2020, Foshan SKL held
RMB23,500,000 of the wealth management product.

Significant Investments

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

Material Acquisitions and Disposals

The Group did not carry out any material acquisition nor disposal of any subsidiary or
associated company during the Period.
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Indebtedness and Pledge of Assets

As at 30 June 2020, the Group had bank borrowings denominated in approximately
RMB108,000,000 (as at 31 December 2019: approximately RMB108,000,000) secured by:

(i) the pledge of certain leasehold buildings of the Group with net carrying amount
of approximately RMB11,554,000 (as at 31 December 2019: approximately
RMB11,748,000);

(i1) the pledge of certain prepaid land lease of the Group with net carrying amount
of approximately RMB19,399,000 (as at 31 December 2019: approximately
RMB19,555,000); and

(i1i) the pledge of certain investment properties of the Group with net carrying amount of
approximately RMB9,474,000 (as at 31 December 2019: approximately RMB9,731,000).

All those bank borrowings were repayable within a year. The interests of those loans were at
fixed rate of 5.23% per annum (as at 31 December 2019: at fixed rate of 5.46% per annum).

Gearing Ratio

As of 30 June 2020, the Group’s gearing ratio (the gearing ratio is equivalent to total debt
divided by total assets as of the end of the period) was approximately 42.3% (as of 31
December 2019: 41.9%).

Foreign Currency Exposure

Majorities of the Group’s assets, liabilities and cash flows were denominated in RMB and
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. During the Period, the Group did not engage in any hedging activities and the
Group had no intention to carry out any hedging activities in the 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 30 June 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 1,337 employees as at 30 June 2020, of which 1,287 employees
worked in PRC and 50 worked in Hong Kong and Macau. Salaries of employees were
maintained at a competitive level and were reviewed annually, with close reference to the
relevant labour market and economic situation. The Group also provided internal training to
staff and provided bonuses based upon staff performance and profits of the Group.
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During the Period, the Group had not experienced any significant problems with its employees
or disruption to its operations due to labour disputes nor had it experienced any difficulty in
the recruitment and retention of experienced staff. The Group maintained a good relationship
with its employees.

INTERIM DIVIDEND
The Board has resolved not to declare any interim dividend for the Period.
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 Period.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code. Specific enquiry has been made to all the
Directors and the Directors have confirmed that they have complied with the Model Code
throughout the Period.

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 up to the date of this announcement.

CHANGE IN INFORMATION OF DIRECTORS

The change in biographical details of directors of the Company subsequent to the publication
of the Company’s 2019 annual report is set out below:

(i) Mr. Sun Kin Ho Steven (“Mr. Sun”) has resigned as the chairman of the Board (the
“Chairman”), an executive Director, and an authorised representative under Rule 3.05
of the Listing Rules (an “Authorised Representative”), and ceased to be a member of
the remuneration committee of the Company (the “Remuneration Committee”) and the
chairman of the nomination committee of the Company (the “Nomination Committee”)
with effect from 27 July 2020. As a result of Mr. Sun’s resignation as an executive
Director, the Company has terminated his office as the chief executive officer of the
Company (the“CEQO”) with effect from 27 July 2020;

(i) Mr. Chong Kin Ho (“Mr. Chong”) has resigned as an independent non-executive
Director, and ceased to be the chairman of the audit committee of the Company (the
“Audit Committee”) with effect from 27 July 2020;
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(111)

(iv)

(V)

(vi)

(vii)

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 and a member of the Nomination Committee with effect from
27 July 2020 and Mr. Chen has been appointed as an independent non-executive Director
and member of each of the audit committee, remuneration committee and nomination
committee of DL Holdings Group Limited (a company listed on the Main Board of The
Stock Exchange of Hong Kong Limited, stock code: 1709) with effect from 27 March
2020;

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 with effect
from 27 July 2020;

Mr. Han Wei (“Mr. Han”), an executive Director, has been appointed as the CEO and an
Authorised Representative, and has resigned as the Chief Financial Officer to take up his
new role as the CEO with effect from 27 July 2020, and has been pursuing an Executive
MBA degree at Tsinghua University in China since 2018;

Mr. Du Xiaoping (“Mr. Du”) has been appointed as the Chairman, an executive
Director, a member of the Remuneration Committee and the chairman of the Nomination
Committee with effect from 27 July 2020;

Mr. Cheng Hok Kai Frederick (“Mr. Cheng”) has been appointed as an independent
non-executive Director and the chairman of the Audit Committee with effect from 27
July 2020;

(viii) Mr. Zou Pingxue (“Mr. Zou”) has been appointed as an independent non-executive

(ix)

Director and a member of each of the Audit Committee, the Remuneration Committee
and the Nomination Committee with effect from 5 August 2020; 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 with effect from 5 August 2020.

Following the resignations of Mr. Chong, Mr. Chen and Mr. Tung and the appointment of Mr.
Cheng from 27 July 2020, the Company has one independent non-executive Director on the
Board, hence it fails to meet the following requirements of:

(1)

(i1)

(111)

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

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

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;
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(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 Corporate Governance Code (the
“CG Code”) contained in Appendix 14 to the Listing Rules.

Following the appointments of Mr. Zou and Mr. Wang from 5 August 2020, the Company has
again fully complied with the requirements under Rules 3.10(1), 3.10(A), 3.21 and 3.25 of the
Listing Rules and code provision A.5.1 of the CG Code.

CORPORATE GOVERNANCE PRACTICES

The Company’s corporate governance practices are based on the principles and code
provisions as set out in the CG Code. The Board is of the view that throughout the Period,
the Company has complied with all the code provisions as set out in the CG Code, except 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 CEO of an issuer should be segregated and should not be performed by the same
individual.

Mr. Sun, who was also the Chairman, was appointed as the CEO by the Board on 27
September 2019. During the Period, Mr. Sun was both the Chairman and the CEO. The
Board believes that vesting the roles of both the Chairman 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.

However, the Company has appointed Mr. Du as the Chairman and appointed Mr. Han as the
CEO with effect from 27 July 2020, on which Mr. Sun has resigned as the Chairman and an
executive Director and was terminated as the CEO. Therefore, the Company has complied
with the code provision A.2.1 of the CG Code since 27 July 2020.
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AUDIT COMMITTEE

The Company has established the Audit Committee with written terms of reference in
compliance with Rule 3.21 and Rule 3.22 of the Listing Rules and paragraph C.3 of the CG
Code. 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 our 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. The Group’s condensed consolidated financial statements for the six months ended 30
June 2020 have been reviewed by the Audit Committee.

As at the date of this announcement, Mr. Cheng Hok Kai Frederick, Mr. Wang Yilin and Mr.
Zou Pingxue are members of the Audit Committee. All of them are independent non-executive
Directors. Mr. Cheng Hok Kai Frederick is the chairman of the Audit Committee.

PUBLICATION OF INTERIM REPORT

The interim report of the Company for the six months ended 30 June 2020 will be despatched
to shareholders of the Company and published on the websites of The Stock Exchange of
Hong Kong Limited (www.hkexnews.hk) and the Company (www.skl.com.cn) in due course.

By order of the Board
China Shun Ke Long Holdings Limited
Du Xiaoping
Chairman and Executive Director

Hong Kong, 26 August 2020
As at the date of this announcement, the executive Directors are Mr. Du Xiaoping and Mr.

Han Wei,; the non-executive Director is Mr. Wang Fu Lin; and the independent non-executive
Directors are Mr. Cheng Hok Kai Frederick, Mr. Wang Yilin and Mr. Zou Pingxue.
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