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Highlights

Financial Highlights

a 2018 2017

Change HK$'000 HK$'000

Revenue +4.4% 5,320,077 5,094,032

Core operating profit +17.5% 214,498 182,594

Profit attributable to shareholders of the Company +21.9% 183,203 150,311

Basic earnings per share (HK cents) +21.7% 24.03 19.75
Dividend per share (HK cents)

Final +21.4% 17.00 14.00

Full year +22.2% 22.00 18.00

Operation Highlights

Turnover increased 4.4% to HK$5,320 million mainly due to 2.9% growth in comparable store
sales for the convenience store business and sales at new business Zoff

The Group's online-to-offline (020) customer relationship management (CRM) programmes
continued to propel marketing strategy; membership totals for Circle K's “OK Stamp It” and Saint

Honore's “Cake Easy"” reached 1.2 million and 0.5 million, respectively, as at year-end

Circle K 020 business model awarded by the National Association of Convenience Stores (NACS)
as the “Asian Convenience Industry Leader of the Year 2018"

Effective eCRM programmes and category management led to core operating profit and net profit
growth of 17.5% and 21.9%, respectively

Trendy fast-fashion eyewear chain Zoff continued to expand, contributing to the Group's top-line
and net profit growth

The Board of Directors has resolved to declare a final dividend of 17 HK cents per share

The Group maintains a strong financial position with net cash of HK$508 million and no bank
borrowings
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Highlights (continued)

Number of Stores as of 31 December 2018

KCircIe K Stores

Hong Kong 337
Franchised Circle K Stores

Guangzhou 61

Macau 32

Zhuhai 13

Subtotal 106
Total number of Circle K Stores 443
Saint Honore Cake Shops

Hong Kong 91

Macau 9

Guangzhou 31
Total number of Saint Honore Cake Shops 131
Zoff Eyewear Stores

Hong Kong 6
Total number of Stores under Convenience Retail Asia 580
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Chairman’s Statement

Dr Victor FUNG Kwok King
Chairman

| am pleased to present Convenience Retail Asia’s annual results for 2018. This past year was once
again full of opportunities seized and challenges overcome. The Group built upon the success of
previous years by further expanding its online-to-offline (020) customer relationship management (CRM)
programmes for Circle K and Saint Honore, continuing to introduce compelling marketing promotions and
category management initiatives, and accelerating growth momentum for its promising new fast-fashion
eyewear business, Zoff. These efforts, together with efficient operations and production, have supported
our top-line and bottom-line growth and helped the Group generate record-high revenue and core
operating profit over the past year. Meanwhile, our on-going pursuits in areas such as sustainability,
corporate social responsibility and employee engagement continued to enhance the reputations of our
brands in the communities where we operate.

A mixed year for retail

The overall Hong Kong retail market enjoyed a fairly strong year, growing 8.8% by value and 7.6% by
volume™® compared to 2017. However, the supermarket segment, which includes convenience stores
(CVS), posted just 1.2% growth in value terms while suffering a 1.9% decrease in volume"oe,

In the second half of 2018, trade conflicts between the US and China resulted in a decrease in spending
by visitors from the Chinese Mainland, which compose roughly three quarters of Hong Kong's tourists
and form a valuable customer source for the city’s retail industry. Local demand was stagnant, which
also contributed to weaker consumer sentiment. Meanwhile, the depreciation of the renminbi in the
latter half of the year impacted visitation as well as spending for staple supermarket and convenience
store items such as food and beverage. However, it also resulted in lower production costs for the
Group's bakery business, and the reduction in tourists had a positive indirect effect on rental costs.

Note:

Published by the Census and Statistics Department, the Government of the Hong Kong Special Administrative Region in January 2019

Convenience Retail Asia Limited Annual Report 2018 5



Chairman’s Statement (continued)

CRA setting the standard

Despite the external challenges of 2018, CRA still outperformed the CVS segment. We achieved
strong sales in product categories that experienced market downturns elsewhere, demonstrating our
ability to identify high-potential items and promote them effectively. We captured opportunities by
launching timely seasonal offerings and campaigns centred on major events such as the World Cup and
Oktoberfest beer festival, generating strong revenue and brand buzz.

We also continued to benefit from our hugely successful 020 CRM programmes, Circle K's “OK Stamp
It" and Saint Honore's “Cake Easy”. In today’s digitalised age, where mobile-savvy consumers face
more demands on their time and attention than ever, “OK Stamp It” and “Cake Easy"” provide us with
direct links to our customers. These technologically advanced apps deliver instant, relevant news about
our hottest products and services, giving customers what they want, when they want it. By converting

online and mobile orders to convenient in-store fulfilment, they also boost foot traffic while driving sales.

In 2018, “OK Stamp It" and “Cake Easy” helped generate strong revenue growth for the Group. These
two cutting-edge programmes boast memberships of well over 1.2 million and 0.5 million, respectively,
providing us with strong customer bases built for the long term. O20 retailing is the cornerstone of the
Group's business, setting the agenda for our strategies and creating marketing synergies across our
brands, products and services.

The Group is proud to be the only licensee for the Zoff franchise in the world. This fast-fashion eyewear
chain, with its eye-catching blue-and-white branding, is highly regarded among Hong Kong's young
generation. Under the Group’s guidance, Zoff has truly energised the Hong Kong eyewear market since
entering in late 2017. We continue to introduce attractive new items, collaborating with popular brands
and designers to ensure that Zoff's collections are always fresh and compelling. As at the end of 2018,
the Group operated six stores, with more soon to open.

Outlook

As always, the Group's future performance will be influenced to some degree by external factors.
Macroeconomic uncertainties such as the US-China trade dispute could continue to place drags on
consumer sentiment and tourist travel, both of which are important elements for our businesses.
However, given the Group's proven ability to succeed even in difficult circumstances, improvements
in external market conditions would leave us very well positioned for a strong year ahead. A weakened
renminbi would also contribute to healthier margins and bottom-line growth.

With the rise of the internet+ era, the Group’s pioneering O20 business model has become its lifeblood.
Over the past two years, our innovative “OK Stamp It" and “Cake Easy” 020 CRM programmes have
proven incredibly effective at recruiting members, creating loyal customers, and promoting the quality
offerings that can be found at Circle K and Saint Honore stores — all via platforms that are “EFS”, or
easy, fast and simple. They will continue to be the foundation of our sales and marketing efforts and
create valuable synergies with our new businesses.
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Chairman’s Statement (continued)

Outlook (continued)

The Group remains bullish about the prospects for Zoff. Despite a number of competitors entering the
market, our first-mover status and Hong Kongers' affinity for the famous Zoff brand continue to drive
healthy growth. We shall continue expanding Zoff's store network in the coming year.

The Group has every reason to be excited about the future. However, we would not have arrived at the
place we are today without our talented people. | would like to take this moment to thank everyone —

from our board, to our senior management, to our frontline staff — for all their achievements of the past
year, and for creating a culture and environment that will ensure the Group's future prosperity.

Victor FUNG Kwok King
Chairman

Hong Kong, 13 March 2019
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CEQO’s Statement

Mr Richard YEUNG Lap Bun
Chief Executive Officer

T EeET

Today's consumers live, work and socialise digitally. More than ever, they are also going online to shop,
both at home and while on the move. The Group recognised this trend years ago and began transforming
its business model to address the needs of this dynamic new consumer accordingly. Today, our
online-to-offline (020) customer relationship management (CRM) programmes are setting the standard
for the Hong Kong, Macau and Southern China retail industries. They reach people instantly with news
about the Group's hottest items and offers. Their large membership bases form a solid foundation upon
which to build our future growth. They also provide strong data about preferences and trends, helping us
tailor our business to customers’ needs and keeping our brands fresh and relevant.

Operations Review - Circle K

As at 31 December 2018, the total number of Circle K stores in Hong Kong was 337. The Group opened
nine new Circle K stores and closed four during the year.

The Group's proprietary “OK Stamp It” CRM programme allows consumers to download a special app
containing news about Circle K products and promotions, an e-stamp redemption platform, special-offer
coupons, fun games, social sharing features and
more. The app’s offers also drive in-store traffic
and deepen the brand experience. “"OK Stamp
[t" has been a huge success: In 2018, the Group
was proud to receive a Silver award in the “Best
|dea — Mobile” category at Marketing Magazine's
MARKies Awards, which celebrate the most
innovative and effective marketing campaigns in
Hong Kong; meanwhile, the National Association
of Convenience Stores (NACS), the world's
largest organisation for convenience store
operators, named Circle K Hong Kong the “Asian

Circle K was named “Asian Convenience Industry Leader of the Year
) 2018" by the National Association of Convenience Stores (NACS) for
Convenience Industry Leader of the Year 2018". its 020 business model.
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CEQO’s Statement (continued)

Operations Review - Circle K (continued)

In 2018, “OK Stamp It" members were treated to another banner year of attractive, exclusive products
and offers. Summertime marked the first collaboration between Circle K and Zoff, with 1,000 pairs
of Zoff sunglasses being offered as prizes to members who purchased all nine selected flavours of
Circle K's new line of imported Japanese and Korean ice cream. In October, the Group rolled out an
exclusive, innovative game for “OK Stamp It”" members where they could use the app to “mine” for
gold e-coins and win cash prizes totalling HK$1 million; a second phase gave members the chance to
instantly win one of 50 new iPhone Xs. In November, during an annual two-week appreciation event, “OK
Stamp It” members received exclusive buy-one-get-one-free offers on 20 attractive items each week.
The event was a huge success, with promotional products achieving 10- to 100-fold sales increases.

Circle K and Zoff demonstrated the Group's The Group started a gold rush in October, Circle K showed “OK Stamp It” members

synergies with a successful promotional offering “"OK Stamp It” members the its appreciation by offering exclusive buy-

campaign in summer 2018. chance to win HK$1 million in prizes and 50 one-get-one-free deals on attractive items.
iPhone Xs smartphones.
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CEQO’s Statement (continued)

Operations Review - Circle K (continued)

Partnerships with financial institutions once again played key roles in the Group’s marketing calendar.
One example was a Circle K promotion that encouraged customers to make mobile payments with
Bank of China Visa credit cards, enabling them to enjoy a HK$10 instant discount with spending of over
HK$25. Another promotion offered Circle K customers a HK$5 discount for spending HK$10 or more
using Alipay.

In category management, the Group continued to demonstrate its in-depth knowledge of the tastes
and preferences of Hong Kong consumers. From August to October, Circle K brought new excitement
to its customers with the launches of exclusive ice cream products from around the world. Late
November saw the priority launch of the world-renowned Magnum ice cream brand. And just in time for
Oktoberfest, beer enthusiasts received the refreshing news that Circle K was featuring cold beers and
mixed drinks from around the world.

Behind the scenes, the Group continued to enhance its service capabilities with a series of new
training programmes for all frontline Circle K staff. Employees also continued to show their care for the
community. In partnership with Foodlink, Circle K donated food and sent groups of volunteers to visit
elderly care homes during festive and holiday seasons. Circle K was proud to be the sole convenience
store providing a “pure cash back” service for the elderly, helping improve quality of life for senior
citizens across the city. Sustainability was also once again a key area of focus for the Group. In 2018, for
the fifth consecutive year, Circle K was recognised with the Joint Energy Saving Award from CLP Power.

B I e g ey
(0 Nl nd (I s 2

HhiRvVisalEHFRBRB RIS
T — MR HKS25 [

T

Ei’cg__n_ﬁE_Eﬂ_

m i)

Circle K promotion gave customers instant
HK$10 discounts for making mobile
payments of HK$25 or more with Bank of
China Visa credit cards.
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beverages for the convenience of beer lovers.



Operations Review - Saint Honore Cake Shop

As at 31 December 2018, the Group had opened four new stores in
Hong Kong and Macau and closed six for a total of 100. The number
of Saint Honore stores in Guangzhou at year-end was 31.

The bakery business recorded single-digit turnover growth
compared to 2017. Sales of bread items increased, particularly
in the family pack and “grab-and-go” segments. Cake sales rose
due to the successful launches of creative new cakes such as
Lava Chocolate and Matcha, as well as cakes based on licensed,
child-friendly characters including “Peppa Pig”, “My Little Pony”
and “Transformers”. During Mid-Autumn Festival, Saint Honore
introduced new lava milk yolk mooncakes, which received a
tremendous reception from customers and drove sales volume
during the festive season.

Saint Honore's “Cake Easy” 020 CRM programme offers members
exclusive promotions along with digital payment and in-store pickup
options. The programme already has over 500,000 members, and
online cake sales are showing particularly strong growth.

AUTLMN DUET

AERFEE AL E FA

ESRER-FFO0-DERRAOLES

CEQO’s Statement (continued)

Saint Honore made the most of Mid-Autumn
Festival and drove festive sales with the
popular lava milk yolk mooncake.

AETEEE

Saint Honore tempted customers’ taste buds with the launches of creative new cakes with taro, chestnut, melon and matcha.
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CEQO’s Statement (continued)

Operations Review - Saint Honore Cake Shop (continued)

The appreciation of the renminbi in the first half of 2018 affected gross profit margin. Though there was
a correction in the second half of the year due to the US-China trade dispute, it was not enough for
the Group to overcome the negative impact already incurred. During the year, the Group implemented
enhancement projects including product category rationalisation, process streamlining, equipment
upgrades, improved labour productivity and stronger procurement management. The Group also
continued to enhance its brand image with the continued roll-out of the new 4G store model that was
introduced last year, which is designed to make the customer journey more enjoyable and user-friendly.

In Guangzhou, Saint Honore enhanced its CRM offerings for VIP
members with a number of initiatives, including e-coupons to drive
in-store traffic, a new stamp card feature, payment promotions with
Alipay and more. The Pandora Cake Series, launched in October,
broke the mold for traditional cakes by creatively representing
themes of wishing, romance, innocence and blessing. Featuring
artistic new shapes and delicious new flavours to accentuate the
cakes’ meanings, the Pandora line also used frozen mousse so that
customers could enjoy them within just four hours of ordering.

Saint Honore received a number of awards during the year under
review. These included the “My Favourite Cake Shop” award at
U Magazine's U Favourite Food Awards 2018; the “Best AdWords
Ecomm Campaign” award at the Asia eCommerce Awards 2018;
and "Quality e-Shop"” recognition from the Hong Kong Retalil
Management Association.
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The Pandora Cake Series took cake-making
to the next level, creating artistic shapes and
delicious new flavours to explore themes of
wishing, romance, innocence and blessing.



CEQO’s Statement (continued)

Operations Review — Developing Operations
Zoff

The Group's fast-fashion eyewear business, Zoff, has enjoyed remarkable success since its launch in
November 2017. During the period under review, Zoff added five new stores to go with its first store at
Cityplaza in Taikoo Shing. All are high-traffic locations with trendy young clientele. The grand opening for
the Langham Place store was a high-profile event, with actress and model Ms Kiko Mizuhara serving as
opening guest alongside Mr Teruhiro Ueno, President of Zoff Japan.

Zoff stores offer customers a constantly refreshed range of frames to suit all styles, plus high quality,
affordable prices and fast turnaround time — ideal for a new generation of consumers who are always on
the go. Stores carry a combined total of more than 2,500 different frames and new items are introduced
biweekly, offering a variety unmatched by competitors. Thematic promotions in 2018 included the Tokyo
Map Autumn collection, the Kiko Mizuhara Selection, collections themed on Disney, Star Wars and Andy
Warhol, collaborations with fashion designers and more.

During the year, the Group also invested strongly in brand awareness for Zoff. This included placing
outdoor advertisements; holding a “Crazy Summer Promotion” for students by giving away 1,000
coupons worth HK$480 each; rolling out a 1st Anniversary Celebration lucky draw that gave customers
who purchased Zoff frames within the promotion period a chance to win the top prize of a free flight to
Tokyo; and organising partnerships with shopping malls as well as companies within the Fung Group.

FingerShopping.com

Beauty and Health Care category once again turned in the top sales performance and accounted for
roughly 63% of FingerShopping.com’s gross merchandising volume. During the year, the Hong Kong
Retail Management Association presented the Group with the “2018 Top 10 Quality e-Shop Award —
Best Contract Fulfillment” for FingerShopping.com and recognised the site as a “Quality e-Shop 2018".

With the latest business development, the Group decided to be more focused on the existing core

business operations and sold all rights, titles and interests attaching to FingerShopping.com to an
independent third party on 1 March 2019.
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CEQO’s Statement (continued)

Future Prospects

The Group will continue to lead the way for the retail industry by enhancing its digital offerings, investing
in awareness-building to further grow its membership bases, and devising promotions that can be
marketed digitally and synergistically across its businesses. It will also continue to emphasise the three
"Plus” strategies — focusing on internet-savvy customers (internet+); emphasising products, promotion,
place and pricing, plus great customer experience (4P's+); and expanding its O20 (bricks-and-mortar+)
retail model — to deliver strong results and ensure future success.

The rental market in Hong Kong has seen a downward adjustment due to macroeconomic uncertainty,
but the Group will continue to take a careful approach to store openings. We will also monitor the
movement of the renminbi and its effects on material costs, employing foreign exchange hedging where
necessary to reduce risk. Elsewhere, labour costs remain high and the unemployment rate is low. As
such, we will continue to lean on our HEARTS (Happy, Energised, Achievements, Respect, Training,
Success) employee engagement programme to retain talented staff and attract others to join our
successful, growing company.

Richard YEUNG Lap Bun
Chief Executive Officer

Hong Kong, 13 March 2019
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Management Discussion and Analysis

Financial Review

In 2018, the Group’'s turnover increased 4.4% to HK$5,320 million. Turnover for the convenience store
business increased 3.6% to HK$4,207 million, with comparable store sales growing 2.9% compared to
the same period in 2017. Turnover for the bakery business increased 2.6% to HK$1,120 million, with
stagnant growth in comparable store sales in Hong Kong.

Gross margin and other income as a percentage of turnover increased 1.2% to 38.1% despite keen
competition in the retail market and high manufacturing costs. Primary contributors were the Group's
effective eCRM programmes - especially “OK Stamp It” — strong sales momentum for Circle K's
packaged drinks and ice cream, and the developing business Zoff. The depreciation of the renminbi in
the second half of the year had a positive effect on costs, but this could not overcome the negative
impact of the currency’s appreciation in the first half, resulting in an unfavourable impact on full-year
gross margin for the Saint Honore business. Operating expenses as a percentage of turnover increased
from 33.3% to 34.1% for the year against 2017 as a result of escalating rentals and labour costs. Overall,
the Group's core operating profit increased by 17.5% to HK$214 million.

Net profit increased 21.9% to HK$183 million. Basic earnings per share increased 21.7%, from 19.75 HK
cents to 24.03 HK cents.

As at 31 December 2018, the Group had a net cash balance of HK$508 million, which was mainly
generated from daily business operations. The Group had no bank borrowings. Most of the Group’s cash
and bank deposits were in its operating currencies and deposited with major banks in Hong Kong and on
the Chinese Mainland. The majority of the Group’s assets, liabilities, revenues and payments were held
in either Hong Kong dollars or renminbi. The Group had some foreign exchange exposure in renminbi as
a result of its business operations on the Chinese Mainland. The Group is also subject to interest rate
risks on the interest income earned from bank deposits. The Group will continue its policy of placing
surplus cash in bank deposits denominated in its operating currencies, with appropriate maturity periods
to meet the funding requirements of any acquisition projects in the future.

The Board of Directors has resolved to declare a final dividend of 17 HK cents per share.
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Management Discussion and Analysis (continued)

Financial Review (continued)
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Management Discussion and Analysis (continued)

Financial Review (continued)

Earnings per Share and Dividend per Share Return on Capital Employed’
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Management Discussion and Analysis (continued)

Business Model and Corporate Strategy

The Group, a member of the Fung Retailing Group, has the exclusive right to the Circle K brand name
for convenience store retailing in Hong Kong and Macau and on the Chinese Mainland. It also owns the
famous Saint Honore Cake Shop bakery chain, operating stores in Hong Kong, Macau and throughout
the Pearl River Delta region. There are approximately 600 Circle K and Saint Honore stores in total in
Hong Kong, Macau, Guangzhou and Zhuhai.

In 2017, the Group secured the Hong Kong, Macau and Southern China franchise for Zoff, Japan's
leading fast-fashion eyewear chain and a highly popular brand among the young, internet+ generation.
There are currently six Zoff stores in high-traffic commercial locations in Hong Kong. The Group also
operates FingerShopping.com, an online-to-offline (020) retail platform that enables customers to place
orders for quality, genuine merchandise online, then pick up and pay for purchases at a Circle K store of
their choice.

The Group aims to be the most innovative, customer-preferred retail chain operator in the markets
where it operates, employing a multi-pronged strategy including:

° Innovative product offerings through its O20 operational and marketing platforms

o Customer-centric business focus

o Excellence in customer service

o Convenient store locations

° Highly motivated, engaged employees

o Maximised efficiency through the adoption of the latest information technology

° Synchronised supply chain management infrastructure and processes

° Continuous investment in brand-building, store network, people development, eCRM platforms

and supply chain infrastructure

The Group strives to achieve sustainable, long-term value for shareholders through a total commitment
to its customers, employees and businesses. Its keys to success are excellent customer focus,
innovation, execution of the 020 business model, ethical business practices and strong partnerships
with quality suppliers, as well as prudent, professional management of its growth and profitability.

The Board and management play proactive roles in the development of the Group’s business model and
pursue new ventures to maintain competitiveness and drive sustainable long-term growth.
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Management Discussion and Analysis (continued)

Employees

As at 31 December 2018, the Group had a total of 6,500 employees, with 5,000, or 77%, based in Hong
Kong and 1,500, or 23%, based in Macau, Guangzhou and Shenzhen. Part-time staff accounted for 40%
of total headcount. Total staff costs for the year amounted to HK$908 million compared to HK$844
million in 2017.

The Group offers its staff competitive remuneration schemes, with eligible employees receiving salary
packages supplemented by discretionary bonuses and share options based on individual and company
performance. The Group also offers career advancement opportunities as well as training in job-related
skills and customer service.

During the year under review, the Activity Organising Board (AOB) continued to emphasise the HEARTS
(Happy, Energised, Achievements, Respect, Training, Success) employee engagement programme by
organising activities centred on creating a happy working environment, caring for employees’ families
and ensuring work-life balance. In November, Group employees attended a seminar about Chinese
tui-na for therapy and relaxation. In line with the Group’s emphasis on continuous learning, employees
were also encouraged to take part in the Recognition of Prior Learning programme under the Vocational
Training Council’s Qualifications Framework (QF). More than 400 Group colleagues received recognitions,
Circle K and Saint Honore were both presented with Certificates of Appreciation, and Circle K received
one of just seven commendations as a “QF Top Employer”.

This year, Circle K and Saint Honore were named “Meritorious Family-Friendly Employers 2017/18"
and also received “Special Mention 2017/18 (Gold)” and “Breastfeeding Support 2017/18" awards in
the Corporations category of the Family-Friendly Employers Award Scheme 2017/18. These awards
recognise companies that demonstrate family-friendly employment practices and raise awareness of the
importance of family as a core value.

Health and Safety

The Group places high priority on the health of its customers and employees, adhering to world-class
safety and hygiene practices that strictly comply with local laws and regulations. Saint Honore's factories
in Hong Kong and Shenzhen are both ISO 9001-accredited. The Shenzhen factory has also earned Hazard
Analysis and Critical Control Points (HACCP) food safety accreditation, and its in-house microbiological
laboratory is certified by the China National Accreditation Services (CNAS) for conformity assessment.

Employees receive training in food safety, hygiene and basic work safety and are provided with
protective clothing and equipment where necessary. The Group carries out regular inspections at its
factories and stores to ensure compliance and best practices. The Group also emphasises workplace
organisation and culture, training managers and employees on the “5S” principles of “sort, straighten,
shine, standardise and sustain”.
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Management Discussion and Analysis (continued)

Sustainability and Corporate Social Responsibility

As part of the Fung Retailing Group, Convenience Retail Asia acts in accordance with the United Nations
Global Compact’s principles on human rights, labour, anti-corruption efforts, environmental protection
and sustainability. The Group also conducts itself according to a comprehensive voluntary framework
for proactive sustainability, community outreach and employment strategies, which covers areas such
as carbon reduction, promoting environmental awareness in the community, expanding the Group's
social and community outreach programmes, and ensuring a safe, healthy, balanced and empowering
workplace. In addition, the Group partners only with suppliers who comply with its Supplier Code of
Conduct, which sets out principles and practices relating to labour, ethical conduct, work safety and
environmental protection.

The year under review marked another active time for the Group’s environmental conservation and
sustainability programmes. The “Bring Your Own Lunch Box” initiative encouraged colleagues to bring
reusable lunch boxes for their takeaway meals and reduce white pollution caused by plastic waste.
The Group invited a speaker from EcoDrive to talk about why plastic has become such a big problem in
today's world and what people can do to reduce their use of plastic. As in previous years, the Group also
supported Earth Hour 2018 by turning off non-essential lights and electrical appliances, promoting the
importance of energy conservation and carbon reduction.

Community volunteering is an important part of the Group’s corporate social responsibility efforts. During
Christmas, colleagues made a visit to one of Tung Wah Group of Hospitals’ elderly centres, where they
played games, sang songs and took part in performances with residents. Colleagues also presented the
senior citizens with gift bags containing scarves and hats they had personally made during a previously
held, Group-organised workshop on knitting skills.

In 2018, Circle K Convenience Stores (HK) Limited and Saint Honore Cake Shop Limited received the
“15 Years Plus Caring Company Logo” and “5 Years Plus Caring Company Logo”, respectively, from the
Hong Kong Council of Social Service. Saint Honore was recognised as a “Social Cooperative Partner” by
the Evangelical Lutheran Church of Hong Kong Login Club for New Arrivals for its support of the elderly,
low-income families, those with intellectual disabilities and children with special education needs.
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Management Discussion and Analysis (continued)

Sustainability and Corporate Social Responsibility (continued)

In addition, Convenience Retail Asia was the first company awarded a Special Mention in the Non-
Hang Seng Index (Small Market Capitalisation) Category of the Hong Kong Institute of Certified Public
Accountants’ Best Corporate Governance Awards 2018. Further environmental, social and governance
information will be provided in a separate report on the Company’s website.

Best Corporate Governance Awards

T
)

CRA was the first company to win Special Mention in the “Non-Hang Seng Index
(Small Market Capitalisation) Category” of the HKICPA’s Best Corporate Governance
Awards 2018.
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Corporate Governance Report

The Board of Directors and management are committed to principles of good corporate governance consistent
with prudent management and enhancement of shareholder value. These principles emphasise transparency,
accountability and independence, and are consistent with the principles set out in the Corporate Governance Code
(the “CG Code") and Corporate Governance Report contained in Appendix 14 of the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited (the “Stock Exchange”) (the “Listing Rules"”). The Board
recognises that embracing strong governance is vital for the long term success and sustainability of the Group's
businesses.

Board of
Directors

0000
““ ————» Shareholders
| | |

Audit Remuneration Nomination
Committee Committee Committee

Corporate
Governance Division Management

Executive Director
Non-executive Director
@ Independent Non-executive Director

The Board

Board Composition

The Board is structured to ensure it is of a high calibre and has a balance of skills, experience, knowledge, diversity
and other perspectives appropriate to the businesses and development of the Group. The Board currently comprises
the Non-executive Chairman, two Executive Directors, four Independent Non-executive Directors and three Non-
executive Directors. Biographical details and relevant relationships of the Board members are set out in the Directors
and Senior Management Profile section on pages 42 to 46.

An up-to-date list of Directors identifying their roles and functions and whether they are Independent Non-executive
Directors is available on the websites of both the Stock Exchange and the Company.
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Corporate Governance Report (continued)

The Board (continued)
Chairman and Chief Executive Officer

In order to enhance independence, accountability and responsibility, the roles of Chairman and Chief Executive
Officer are held separately by Dr Victor Fung Kwok King and Mr Richard Yeung Lap Bun. Their respective
responsibilities are clearly established and defined by the Board in writing. The Chairman is responsible for
overseeing the proper functioning of the Board with good corporate governance practices and procedures, whilst the
Chief Executive Officer is responsible for managing the Group’s businesses, including the implementation of major
strategies and initiatives adopted by the Board.

Roles and Responsibilities of the Board and Delegation to Management

The Board is responsible for setting the overall strategy of the Group and making decisions on major operational and
financial matters as well as investments. The Board reserves for its decision or approval matters involving:

o Recommendations on Directors’ appointment or re-appointment;

o Composition and terms of reference of Board committees;

° Major acquisitions and disposals;

o Remuneration of individual Executive Directors, Non-executive Directors and senior management;

o Annual budgets and monitoring performance against budget;

° Annual and interim reports;

o Major capital and borrowing transactions;

o Maintaining appropriate and effective risk management and internal control systems, reviewing their

effectiveness and ensuring relevant statutory and regulatory compliance; and
° Other significant operational and financial matters.
The Non-executive Directors, who bring diverse industry expertise and do not involve in the day-to-day management
of the Group, serve the important functions of advising the management on strategies, ensuring high standards of

financial and other mandatory reporting, and providing adequate checks and balances for safeguarding the interests
of shareholders and the Group as a whole.
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Corporate Governance Report (continued)

The Board (continued)
Roles and Responsibilities of the Board and Delegation to Management (continued)

Day-to-day operational responsibilities are delegated by the Board to management. Major responsibilities include:

° Preparation of annual and interim financial statements for Board approval before public reporting;

° Execution of business strategies and initiatives adopted by the Board;

° Monitoring of budgets;

° Implementation and monitoring of appropriate and effective risk management and internal control systems,
review of relevant financial, operational, compliance and ESG (environmental, social and governance) controls;
and

° Compliance with relevant statutory requirements, rules and regulations.

The Board and management fully appreciate their respective roles and responsibilities, and are supportive of the
development of a healthy corporate governance culture.

In light of the amendments to the CG Code and related Listing Rules (effective from 1 January 2019), several Board
policies and guidelines were reviewed and updated in November 2018 to ensure compliance with the requirements.
Two new policies, namely the Director Nomination Policy and the Dividend Policy, were also adopted by the Board.

Board and Committee Meetings

The Board held four meetings in 2018 (with an average attendance rate of directors of 95%). The Chairman holds
meetings annually with the Non-executive Directors (including Independent Non-executive Directors) without the
Executive Directors present.

The dates of the 2018 Board meetings and committee meetings were determined in the third quarter of 2017 to
facilitate maximum attendance of Directors. Amendments to this schedule were notified to the Directors within a
reasonable time before a regular Board meeting/committee meeting.

The Board meeting agenda is set by the Chairman in consultation with members of the Board. Notice of at least 14
days is given of a regular Board meeting. Agenda and accompanying board papers are sent in full to all Directors
at least three days before the date of the meeting so as to give the Directors sufficient time to prepare before the
meeting. Draft minutes are sent to all Directors for their comment within a reasonable time after the meeting. The
Board formally adopts the draft minutes at the subsequent meeting.

The committee meeting agenda is set by the respective committee chairman and notice of at least 14 days is also
given. Agenda and accompanying papers are sent in full to all committee members at least three days before the
date of the meeting. Draft minutes are sent to all committee members for their comment within a reasonable time
after the meeting. Each committee formally adopts the draft minutes at the subsequent meeting.

The adopted minutes of the Board meetings and committee meetings are kept by the Company Secretary and are
open for inspection by all Directors.
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Corporate Governance Report (continued)

The Board (continued)
Board and Committee Meetings (continued)

A summary of the attendance at the meetings held in 2018 are set out in the following table:

f No. of meetings attended/held
Audit Remuneration ~ Nomination  Annual General
Board Committee Committee Committee Meeting

Non-executive Directors:

Victor FUNG Kwok King 4/4 - - 2/2 1
(Group Chairman and Chairman of
Nomination Committee)

William FUNG Kwok Lun 4/4 - 11 - 1
Godfrey Ernest SCOTCHBROOK 3/4 3/4 - - 1
Benedict CHANG Yew Teck 4/4 4/4 - - 0

Independent Non-executive Directors:

Anthony LO Kai Yiu 4/4 4/4 - 2/2 1
(Chairman of Audit Committee)

Malcolm AU Man Chung 3/4 3/4 11 - 1
(Chairman of Remuneration Committee)

ZHANG Hongyi 4/4 4/4 11 2/2 1

Sarah Mary LIAO Sau Tung 4/4 - 1 - 1

Executive Directors:
Richard YEUNG Lap Bun (Chief Executive Officer) 4/4 - - - 1
PAK Chi Kin (Chief Operating Officer) 4/4 - - - 1

Group Chief Compliance and

Risk Management Officer:
Jason YEUNG Chi Wai 4/4 4/4 1/1 2/2 1
Average Attendance Rate of Directors 95% 90% 100% 100% 90%
Dates of Meeting in 2018 7 March 7 March 7 March 7 March 10 May
10 May 10 May 9 November
16 August 16 August
9 November 9 November
Notes:

" Attended meetings by invitation as a non-member.
@ Certain Directors did not attend the Annual General Meeting and some of the meetings of the Board and Audit Committee
due to other business commitments or being abroad. The Company Secretary updated the relevant Directors on the matters

discussed at the meetings and provided them with the minutes of the meetings. Such Directors also rendered their views
and comments to the Board through the Chairman or the Company Secretary.

@ Representatives of the external auditor attended all Audit Committee meetings and the Annual General Meeting.
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Corporate Governance Report (continued)

The Board (continued)
Independence of Non-executive Directors

The Company has received from each Independent Non-executive Director an annual written confirmation of his/her
independence in accordance with Rule 3.13 of the Listing Rules. The Company considers all of the Independent Non-
executive Directors to be independent during the year ended 31 December 2018.

Each Independent Non-executive Director is required to inform the Company as soon as practicable if there is any
change of circumstances that may affect his/her independence.

Nomination and Appointment of Directors

A Director Nomination Policy has been adopted by the Board in November 2018. The Board has the ultimate
responsibility for the selection, appointment and re-appointment of Directors. The Nomination Committee is
delegated with the duties to, inter alia, review the composition of the Board. When necessary, the Nomination
Committee will identify, select and nominate suitable candidates for appointment as new Director(s), and make
recommendations on the re-appointment of incumbent Directors in accordance with the said policy.

When recommending any candidate for directorship, the Nomination Committee will consider various factors
including, but not limited to, the potential contribution that the candidate can bring to the Board in terms of
qualifications, skills and experience, the candidate must have sufficient time available for the proper performance of
Director’s duties, the candidate should be of high ethical character with reputation for integrity, the candidate will
contribute optimally to diversity, and so forth.

The search process for candidates can be undertaken by the Nomination Committee itself, through referral from
various sources, or by the Company’s advisors and professional search consultants. The Nomination Committee will
then develop a short list of potential candidates for the Board to agree on a preferred candidate.

After the Board has made the appointment, the newly appointed Director is subject to election by shareholders at
the first general meeting following the appointment.

In 2018, the Board reviewed its composition, the nomination of new Directors (if any) and the retirement and re-
appointment of Directors. No new Director was appointed during the year ended 31 December 2018.

Non-executive Directors were appointed for an initial term of three years and will continue in office thereafter subject
to termination by not less than three months’ prior notice in writing by either party to the other. In addition, all
Directors including the Non-executive Directors are required to retire from office by rotation and are subject to re-
election by shareholders at the Annual General Meeting (the “AGM") at least once every three years pursuant to the
Company's Articles of Association. This is also in accordance with the CG Code.

To reinforce accountability, any re-appointment of Director (including Independent Non-executive Director who has
served the Board for more than nine years) is subject to a separate resolution to be approved by the shareholders.
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Corporate Governance Report (continued)

The Board (continued)
Board Diversity

The Company recognises and embraces the benefits of having a diverse Board, and sees increasing diversity at
Board level as an essential element in maintaining a competitive advantage.

A Board Diversity Policy has been adopted by the Board. In reviewing Board composition, the Nomination Committee
will consider the benefits of all aspects of diversity including, but not limited to, skills, regional and industry
experience, background, ethnicity, age, culture and gender, so as to maintain an appropriate range and balance
of skills, experience and background on the Board. In identifying suitable candidates, the Nomination Committee
will consider candidates on merit against objective criteria and with due regard for the benefits of diversity on the
Board, balance of skills, experience, independence and knowledge of the Company on the Board and the diversity
representation of the Board will also be considered.

Based on the latest review, the Nomination Committee considers the Board to be diverse in respect of the aforesaid
evaluation criteria. The Nomination Committee has considered but decided not to set any measurable objectives for
implementing the Board Diversity Policy. The Nomination Committee will continue to ensure that diversity is taken
into consideration when assessing Board composition.

An analysis of the Board's current composition is set out in the following charts:

Gender Designation Ethnicity
[ Chinese
(Hong Kong)
[ Chinese (PRC)
B Male B NED
M INED |7 Chinese
I Female (Malaysia)
[ =h)
European
Age Group Length of Service on Board
5660 : [ 0-5 years
years old
-1

6165 5 6-10 years

years old 3

11-1

I 6670 [ | 5 years

years old

1 16-20 years

W75 u v

years old

With regard to the Directors’ skills, regional and industry experience as well as background, please refer to their
biographical details set out in the Directors and Senior Management Profile section on pages 42 to 46.
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Corporate Governance Report (continued)

The Board (continued)
Board Evaluation

The Board recognises the importance and benefits of conducting regular evaluation of its performance to ensure the
effectiveness of its functioning.

The Board has been conducting annual evaluation since 2013. A questionnaire is sent to each Director seeking his/
her view on issues including the overall performance of the Board (including its committees), Board composition,
conduct of Board meetings and provision of information to the Board.

The responses to the questionnaire are analysed and discussed at the Nomination Committee and Board meetings.
Any suggestions made by the Directors are duly considered and will be implemented as appropriate to enhance
corporate governance practices. The results of the 2018 Board evaluation indicated that the Board and its committees
continue to function satisfactorily and the committees fulfilled their duties as set out in their terms of reference.

Potential Conflict of Interest

If a potential conflict of interest involving a substantial shareholder or a Director arises, the matter will be dealt with
by a physical Board meeting instead of a written resolution. Directors who have a potential conflict of interest shall
not be counted in the quorum of the meeting and must abstain from voting on the relevant resolutions. Directors
with no conflict of interest will attend and vote at meetings dealing with such conflict issues.

Information and Continuous Professional Development

On appointment to the Board, each Director is given an induction on the Group's structure, businesses and
governance practices to enhance his/her understanding of the Group's operations.

All Directors are kept informed on a timely basis of major changes that may affect the Group’s businesses, including
relevant rules and regulations. Management provides the Directors with a monthly financial summary of the Group
giving a balanced and understandable assessment of the Group's performance, position and prospects. Apart from
the said monthly financial summary, the Directors are provided with information and briefings on specific issues
when necessary to facilitate the making of informed decisions.

The Board and each Director have separate and independent access to the Company’s senior management. All
Directors have access to the advice and services of the Company Secretary to ensure that Board procedures, and all

applicable laws, rules and regulations, are followed.

The Directors are encouraged to participate in continuous professional development to enhance and refresh their
knowledge and skills for discharging their duties and responsibilities.

28 Convenience Retail Asia Limited Annual Report 2018



Corporate Governance Report (continued)

The Board (continued)
Information and Continuous Professional Development (continued)

All Directors are required to provide the Company with their training records on an annual basis. Ongoing training and
professional development undertaken by the Directors in 2018 is summarised as follows:

f Directors Types of Professional Development

Victor FUNG Kwok King A B, C
William FUNG Kwok Lun A B, C
Godfrey Ernest SCOTCHBROOK A B, C
Benedict CHANG Yew Teck A B, C
Anthony LO Kai Yiu A B, C
Malcolm AU Man Chung A B, C
ZHANG Hongyi A B, C
Sarah Mary LIAO Sau Tung A B, C
Richard YEUNG Lap Bun A B, C
PAK Chi Kin A B, C
A Attending training sessions arranged by the Company, or attending and/or giving speech at external seminars/
training sessions
B Reading regulatory and industry related updates, as well as materials which covered the Group's businesses,
Directors’ duties and so forth
C Attending corporate event(s)/visit(s)

Liability Insurance for Directors

The Company has arranged appropriate liability insurance to indemnify its Directors for their liabilities arising out of
corporate activities. The insurance coverage is reviewed regularly.

Other Matters Concerning Directors

Written procedures are put in place for Directors to seek independent professional advice in performing their duties
at the Company’s expense. No request was made by any Director for such independent professional advice in 2018.

The Directors ensure that they can give sufficient time and attention to the affairs of the Company. The Directors are
requested to disclose to the Company on a periodic basis the number and nature of offices held in public companies
or organisations and other significant commitments. The identity of the public companies or organisations and an
indication of the time involved are also disclosed.

Independent Reporting of Corporate Compliance Function
The Board recognises the importance of independent reporting of the corporate compliance function. The Group
Chief Compliance and Risk Management Officer is invited to attend all Board and committee meetings to advise

on corporate governance matters covering risk management, internal controls and compliance issues relating to
business operations, mergers and acquisitions, accounting and financial reporting.
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Corporate Governance Report (continued)

Board Committees

The Board has established the following committees with defined terms of reference (available on the Company’s
corporate website), which are in line with the CG Code:

° Audit Committee
° Remuneration Committee
° Nomination Committee

All the committees comprise a majority of Independent Non-executive Directors. Each of the Audit Committee and
Remuneration Committee is chaired by an Independent Non-executive Director, and the Nomination Committee is
chaired by the Non-executive Chairman. Such committees are provided with sufficient resources to discharge their
duties and have access to independent professional advice if considered necessary at the Company’s expense.

Audit Committee

Chairman Anthony LO Kai Yiu *

Members Malcolm AU Man Chung *
Godfrey Ernest SCOTCHBROOK *
Benedict CHANG Yew Teck *
ZHANG Hongyi *

* Independent Non-executive Director
*  Non-executive Director

The Audit Committee was established in 2001 to review the Group's financial reporting, risk management, internal
controls and corporate governance matters, and to make relevant recommendations to the Board. The committee
includes members who possess appropriate professional qualifications, accounting or related financial management
expertise as required under the Listing Rules.

The Audit Committee met four times in 2018 (with an average attendance rate of 90%) to consider and review with
senior management, the Company's internal auditor under the Corporate Governance Division (“CGD") and external
auditor various matters as set out in the Audit Committee’s terms of reference, which included the following:

° Independence of external auditor, their related terms of engagement and fees;

° The Group's accounting policies and practices, compliance with the Listing Rules and statutory requirements,
connected transactions, risk management and internal control systems, policies and practices on corporate
governance, treasury and financial reporting matters (including the annual and interim financial statements

before recommending to the Board for approval);

° Adequacy of resources, staff qualifications and experience, training programmes and budget of the Group's
accounting, financial reporting and internal audit functions; and

° Audit plans, findings and reports of external auditor and CGD, as well as their effectiveness.
The Audit Committee has authority to investigate any activity within its terms of reference and has full access to and
the cooperation of management. It has direct access to CGD and the external auditor, and full discretion to invite any

management to attend its meetings.
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Board Committees (continued)
Audit Committee (continued)
Whistleblowing Arrangements

Under the Group's Whistleblowing Policy, employees can report any concern, including actual or potential
misconduct, possible impropriety or fraud in financial reporting, accounting, risk management and internal
control matters, to either senior management or the Group Chief Compliance and Risk Management Officer.
Any shareholders or stakeholders, including customers and suppliers, can also report similar concerns by writing
in confidence to the Group Chief Compliance and Risk Management Officer at the Company’s principal place of
business in Hong Kong.

No incident of fraud or misconduct that has material effect on the Company’s financial statements and overall
operations was reported by employees, shareholders or stakeholders in 2018.

External Auditor’s Independence

In order to enhance independent reporting by the external auditor, PricewaterhouseCoopers (“PwC"), the Company’s
external auditor, were invited to attend all the meetings of the Audit Committee in 2018. During the year, two
separate sessions were held between the committee members and PwC to discuss audit and related issues of the
Group.

The external audit engagement partner of PwC is subject to periodical rotation. A policy restricting the employment
of employees or former employees of the external auditor at senior executive or financial positions within the Group
has been put in place.

A policy on the provision of non-audit services by the external auditor has been established since 2005 which
includes prohibition of specified non-audit services to be performed by the external auditor. Other non-audit services,
with fees above a threshold and are considered not to affect the independence of the external auditor, require prior
approval of the Audit Committee.

For the year ended 31 December 2018, the following fees paid or payable to PwC have been endorsed by the Audit

Committee:
f Fees
HK$'000
Audit services 2,080
Non-audit services (including agreed-upon procedures regarding interim financial information
and tax services) 622
Total 2,702
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Corporate Governance Report (continued)

Board Committees (continued)

Audit Committee (continued)

External Auditor’s Independence (continued)

Prior to the commencement of the audit of the Company’s financial statements for the year ended 31 December
2018, the Audit Committee received written confirmation from PwC as to their independence and objectivity as
required by the Hong Kong Institute of Certified Public Accountants (“HKICPA").

The Audit Committee is satisfied with the review of audit fees and scope, effectiveness of the audit process,
independence and objectivity of PwC, and has recommended to the Board the re-appointment of PwC as the
Company's external auditor for the financial year ending 31 December 2019 at the forthcoming AGM.
Remuneration Committee

Chairman Malcolm AU Man Chung *

Members William FUNG Kwok Lun *

ZHANG Hongyi *
Sarah Mary LIAO Sau Tung *

* Independent Non-executive Director
*  Non-executive Director

The Remuneration Committee was established in 2005. Its duties include:
o Make recommendations to the Board on the Company’s policy and structure regarding remuneration for all
Directors and senior management, including allocation of share options to employees under the Company’s

Share Option Scheme;

o Make recommendations to the Board on the remuneration packages of individual Executive Directors and
senior management;

° Make recommendations to the Board on the remuneration of Non-executive Directors; and
o Review the Group’s remuneration and human resources policy.

The Remuneration Committee met once in 2018 (with a 100% attendance rate) to consider grant of share options to
Executive Directors and employees. There were no Executive Directors’ service contracts requiring review in 2018.

32 Convenience Retail Asia Limited Annual Report 2018



Corporate Governance Report (continued)

Board Committees (continued)
Remuneration Committee (continued)
Remuneration Policy for Executive Directors

Remuneration for Executive Directors includes fees, basic salary, bonus based on performance and share options
which are designed to align Directors’ interest with maximising the Company’s long term shareholder value. No
Executive Director is allowed to approve his own remuneration.

All Executive Directors’ remuneration packages were approved by the Remuneration Committee at the beginning of
the Group's Three-Year Business Plan (2017 to 2019).

Remuneration Policy for Non-executive Directors

Remuneration for Non-executive Directors comprises Directors’ fees which are determined by the Board and
approved by the shareholders from time to time with reference to the level of fees paid by other companies listed
on the Stock Exchange with similar business nature and market capitalisation, time and effort spent in discharging
duties and level of complexity of work involved. Reimbursement is allowed for out-of-pocket expenses incurred in
connection with the performance of their duties, including attendance at Company meetings.

Details of Directors’ emoluments of the Company are set out in note 12 to the consolidated financial statements on
pages 101 to 102.

Nomination Committee
Chairman Victor FUNG Kwok King *

Members Anthony LO Kai Yiu *
ZHANG Hongyi *

*  Non-executive Director
* Independent Non-executive Director

The Nomination Committee was established in 2012. Its duties include:

° Review the structure, size and composition (including diversity) of the Board,

° Assess the independence of Independent Non-executive Directors;

o Make recommendations to the Board on the appointment or re-appointment of Directors; and

° Review and monitor the training and continuous professional development of Directors and senior
management.

The Nomination Committee met twice in 2018 (with a 100% attendance rate) to review the aforesaid matters and
also the evaluation of the performance of the Board and its committees.
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Company Secretary

Ms Maria Li Sau Ping has been the Company Secretary of the Company since 2007. She reports to the Group
Chairman on Board governance matters and is responsible for ensuring that Board policies and procedures are
followed. All Board members have access to her advice and services. She arranges comprehensive and tailored
induction programme for newly appointed Directors and provides updates to the Directors on relevant new legislation
or regulatory requirements from time to time. Directors’ trainings have been organised on a regular basis to assist
Directors’ continuous professional development. In 2018, the Company Secretary undertook over 15 hours of
professional training to update her skills and knowledge.

Directors’ and Relevant Employees’ Securities Transactions

The Group has adopted a Code for Securities Transactions (the “Securities Code"”) governing Directors’ securities
transactions in compliance with the Model Code for Securities Transactions by Directors of Listed Issuers as set out
in Appendix 10 of the Listing Rules. Relevant employees who are likely to be in possession of inside information of
the Group are also subject to compliance with the Securities Code.

A copy of the Securities Code will be sent to each Director and each relevant employee twice annually, with a
reminder that he/she is prohibited from dealing in the securities of the Company during the blackout periods before
publication of the Group's interim and annual results, and that all his/her dealings should be conducted in accordance

with the Securities Code.

Specific confirmation of compliance has been obtained from each Director and each relevant employee. No incident
of non-compliance by Directors and relevant employees was noted by the Company in 2018.

Directors’ Interests

Details of Directors’ interests in the shares of the Company and its associated corporations are set out in the
Directors’ Report on pages 55 to 56.

Directors’ and Auditor’s Responsibilities for Financial Statements

The Directors’ responsibilities for the financial statements and the responsibilities of the external auditor to the
shareholders are set out on pages 61 and 66 to 67 respectively.
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Risk Management and Internal Control

In a dynamic business environment, it is crucial for the Group to identify, assess and manage external and internal
risks in a timely and systematic manner. Effective risk management is important to the Group’s achievement of its
strategic objectives.

The Board is responsible for the Group's risk management and internal control systems and for reviewing their
effectiveness and adequacy with the assistance of the Audit Committee. The risk management and internal control
systems are designed to manage, rather than eliminate, the risk of failure to achieve business objectives, and provide
reasonable but not absolute assurance against material misstatement, loss or fraud. The Audit Committee reports to
the Board on any material issues and makes relevant recommendations.

The Board has delegated to management the design, implementation and ongoing monitoring of the risk
management and internal control systems. Qualified personnel throughout the Group maintain and monitor these
systems on an ongoing basis.

The main features of the Group's risk management and internal control framework are set out as follows:

Control Environment

The Group operates within an established control environment, which is consistent with the principles outlined in
“Internal Control and Risk Management — A Basic Framework” issued by HKICPA. The scope of internal controls for

the Group relates to three major areas: effectiveness and efficiency of operations, reliability of financial reporting, and
compliance with applicable laws and regulations.
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Risk Management and Internal Control (continued)
Governance Structure

The Group maintains a tailored governance structure with defined lines of responsibility and appropriate delegation of
authority. Risk identification, assessment, reporting and mitigation are performed across the business.

There are three layers of roles and responsibilities for managing risks and internal controls:

fRoIe Accountability Responsibilities
Oversight Board as a whole, reviews e Qversight of corporate governance, financial reporting,
are conducted through risk management and internal control systems

Audit Committee
e Fostering a risk awareness culture

Risk and control Management and e Day-to-day execution and monitoring of internal
owner business units controls and risk management procedures

e Formulation and implementation of policies and
operating guidelines

e Balance between business operation efficiency and
exercising internal controls

® Ensuring that critical risks are reported to the Board,
along with the status of actions taken to manage such

risks
Risk monitoring and  Corporate Compliance e Evaluation of risk management and internal control
communication Group systems to identify areas for improvement

e Monitoring of corporate governance disclosure and
compliance with the Listing Rules and statutory
requirements

e Undertaking of investigations
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Risk Management and Internal Control (continued)
Management of Key Risks

The Group's risk management process is embedded in its strategy formulation, business planning, investment
decisions, internal controls and day-to-day operations.

The following are considered key risks faced by the Group and are managed as such:
1. Operational Risk Management

Corporate policies and procedures covering key risks and control standards have been established and
implemented. Such policies and procedures are reviewed regularly to ensure their effectiveness. Control
procedures are put in place in connection with the approval of the Group’s major business transactions and
investments, and the monitoring of daily operations of the Group's businesses.

Contingency and business continuity plans are also examined periodically to evaluate their effectiveness.
2. Financial Risk Management

The Board approves the Group's Three-Year Business Plan and annual budgets, reviews the Group's
operating and financial performance and key performance indicators against the budgets on a quarterly basis.
Management closely monitors actual financial performance of the Group on a monthly basis.

The Group adopts a principle of minimising financial risks. Details of the Group's financial risk management
(encompassing foreign exchange risk, credit risk, liquidity risk and interest rate risk) are set out in note 3 to
the consolidated financial statements on pages 88 to 90.

3. Reputational Risk Management

The reputation of the Group is built on its long-established standards of ethics in conducting business.
Guidelines of the Group's business ethical practices as endorsed by the Board are set out in the Code of
Conduct and Business Ethics (available on the Company’s corporate website). The code covers a range of
topics, including avoiding conflicts of interest, anti-bribery and anti-corruption practices, competition law
compliance, data protection, protection of copyright and so forth.

All Directors, officers and employees are expected to comply with the aforesaid code at all times. The code is
posted on the Company’s intranet for ease of reference and as a constant reminder to all employees.

The Group places great emphasis on employees’ ethical standards and integrity in all aspects of its
operations. The Group takes a zero-tolerance approach to bribery and is committed to complying with all
applicable anti-bribery laws. Any ethical concerns raised under the Whistleblowing Policy will be investigated
independently.

In 2018, no incident of non-compliance with the Code of Conduct and Business Ethics that had significant
impact on the Group's operations was reported.
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Risk Management and Internal Control (continued)
Management of Key Risks (continued)
4. Regulatory Compliance Risk Management

The Corporate Compliance Group comprises CGD and the Corporate Secretarial Division. Under the
supervision of the Group Chief Compliance and Risk Management Officer and in conjunction with the Group’s
external advisors, the team regularly reviews adherence to relevant laws and regulations, compliance with the
Listing Rules, public disclosure requirements and the Group’s standards of compliance practices.

Internal Audit

The internal audit function is carried out by CGD and its mission, authority, scope of work and other matters are
formalised under the Internal Audit Charter approved by the Audit Committee.

CGD staff independently review the Group's risk management and internal control systems, and evaluate their
effectiveness, adequacy and compliance. In addition, CGD staff regularly visit the Group's offices, factories,
distribution centres and selected stores in Hong Kong, Macau and on the Chinese Mainland to help embedding the
compliance culture in the Group's business practices by performing on-site reviews.

The Audit Committee approved CGD’s current Three-Year Internal Audit Plan (2017 to 2019) that is linked to the
Group's Three-Year Business Plan. The Internal Audit Plan is based on a risk assessment methodology and covers
the Group’s major operations over a three-year period. The scope of the internal audit review covers material
financial, operational and compliance controls, as well as risk management policies and procedures. A summary
of the key recommendations is presented at the Audit Committee meetings. The implementation of all agreed
recommendations is being followed up on a quarterly basis and the progress of implementation is reported to the
Audit Committee at each committee meeting.

As part of the annual review of the effectiveness of the Group's risk management and internal control systems,
CGD independently reviews the Internal Control Self-Assessment Checklist completed by the management in each
material business unit across the Group, and assesses the effectiveness and adequacy of the risk management
procedures and internal controls implemented. CGD’s review also considers the adequacy of resources, staff
qualifications and experience, training programmes and budget of the Group’s accounting and financial reporting
function. The outcome of the review is reported to the Audit Committee when it meets to consider the Group's
annual results for the year ended 31 December 2018.

External Audit

The external auditor, PwC, performs independent statutory audit on the Group's financial statements. To facilitate the
audit, the external auditor attended all the meetings of the Audit Committee. The external auditor also reports to the
Audit Committee any significant weaknesses in the Group’s internal control procedures which come to their notice
during the course of the audit. PwC noted no significant internal control weaknesses in their audit for the financial
year ended 31 December 2018.
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Risk Management and Internal Control (continued)
Handling and Dissemination of Inside Information

The Company handles and disseminates inside information in accordance with the requirements of the Securities
and Futures Ordinance and the Listing Rules.

With regard to the procedures and internal controls for the handling and dissemination of inside information, the
Company:

o has adopted the Policy on Inside Information to ensure potential inside information is captured and
confidentiality of such information is maintained until timely disclosure is made.

o has included in the Code of Conduct and Business Ethics a prohibition on dealing in the Company's securities
whilst in possession of inside information.

o has established and implemented measures such as pre-clearance on dealing in the Company’s securities
by the Directors and relevant employees, notification of regular blackout periods and securities dealing
restrictions to the Directors and relevant employees, as well as identification of projects by code names.

° has established and implemented procedures for responding to external enquiries about the Group's affairs.
Overall Assessment

The Audit Committee, with delegated authority from the Board and the assistance of CGD, conducted an annual
review of the effectiveness and adequacy of the Group's risk management and internal control systems for the year
ended 31 December 2018 which has been confirmed by senior management by the completion of an Internal Control
Self-Assessment Checklist in each material business unit across the Group.

Based on the above and the assessment made by CGD, and also taking into account the results of the work
conducted by the external auditor for the purpose of their audit, the Audit Committee considered that for the year
ended 31 December 2018:

o The risk management and internal control systems, as well as accounting systems of the Group remained
in place and were functioning effectively and adequately, and were designed to provide reasonable
assurance that material assets were protected, business risks attributable to the Group were identified and
monitored, material transactions were executed in accordance with the Group’s policies under management’s
authorisation, and the financial statements were reliable for publication.

° There was an ongoing process for identifying, evaluating and managing the significant risks faced by the
Group.
o The resources, staff qualifications and experience, training programmes and budget of the Group's

accounting, financial reporting and internal audit functions were adequate.
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Compliance with the Corporate Governance Code

The Board has reviewed the Company’s corporate governance practices and is satisfied that the Company has
complied with the code provisions set out in the CG Code throughout the year ended 31 December 2018.

Shareholders’ Rights

Under the Company's Articles of Association, on the written requisition of shareholder(s) holding not less than one-
tenth of the Company’s paid-up capital carrying the right of voting at the Company's general meetings, the Board
shall convene an extraordinary general meeting for the transaction of any business specified in such requisition; and
such meeting shall be held within two months after the deposit of the requisition.

Any proposal to be tabled at the Company’s general meetings for consideration can be put forward in writing to the
Board or the Company Secretary at the Company’s principal place of business in Hong Kong. The detailed procedures
vary depending on whether the proposal constitutes an ordinary resolution or a special resolution or whether the
proposal relates to the election of an individual other than a Director of the Company as a Director.

The Company conducts all voting at general meetings by poll. Notice to shareholders will be sent in the case of AGM
at least 20 clear business days before the meeting and at least 10 clear business days in the case of all other general
meetings.

Specific enquiries by shareholders requiring the Board's attention can be sent in writing to the Company Secretary
at the Company's principal place of business in Hong Kong. Other general enquiries can be directed to the Company
through the Company's website.

Dividend Policy

A Dividend Policy has been adopted by the Board in November 2018. Details of the policy are set out in the
Directors’ Report on page 48.

Changes in Constitutional Documents

The Board confirmed that there were no significant changes in the Company's constitutional documents during the

year ended 31 December 2018 which affected the Company's operations and reporting practices. The constitutional
documents are available for viewing on the websites of both the Stock Exchange and the Company.
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Investor Relations and Communication

The Company pursues a policy of promoting transparency in corporate communication and investor relations. Regular
communication programmes include conducting analyst briefing in person and/or via email, participation in investor
conferences, conducting road shows, arranging company visits and ad hoc meetings with institutional shareholders
and analysts.

The Company maintains a corporate website (www.cr-asia.com) as one of the channels to promote effective
corporate communication with the investors and the general public. The website is used to disseminate company
announcements, shareholder information and other relevant financial and non-financial information in an electronic
format on a timely basis.

A Shareholders Communication Policy has been adopted by the Board, with the objective of ensuring that the
shareholders are provided with information about the Group to enable them to exercise their rights in an informed
manner, and to engage actively with the Group. The policy is reviewed regularly to ensure its effectiveness.

Key calendar events for shareholders’ attention and share information, including market capitalisation as at 31
December 2018, are set out in the Information for Investors section on page 47.

Annual General Meeting

AGM provides an opportunity for communication between the Board and the shareholders of the Company. All
shareholders have proper notice of the AGM at which Directors and chairmen or members of the committees are
available to take shareholders’ questions.

The most recent AGM of the Company was held at Ground Floor, Hong Kong Spinners Industrial Building, Phases
[ and Il, 800 Cheung Sha Wan Road, Kowloon, Hong Kong on 10 May 2018 at 4:00 p.m. The notice of AGM,
the Company's annual report and the circular containing information on the proposed resolutions were sent to
shareholders at least 20 clear business days prior to the meeting. Separate resolutions were proposed in respect of
each substantially separate issue.

Members of the Audit Committee, Remuneration Committee and Nomination Committee were available to answer
questions from shareholders. A representative of the external auditor (the engagement partner) also attended the
AGM to answer questions about the conduct of the audit, the preparation and content of the auditor’'s report, the
accounting policies and auditor independence.

At the AGM, all resolutions as set out in the notice were put to vote by way of poll by the shareholders. An
explanation was provided of the detailed procedures for conducting a poll. The Company's Hong Kong branch share

registrar, Tricor Abacus Limited, was appointed as the scrutineer at the AGM for the purpose of vote-taking.

The results of the poll were published on the websites of both the Stock Exchange and the Company on the day of
the AGM.

Recognition
The Company is pleased to be awarded a Special Mention in the Non-Hang Seng Index (Small Market Capitalisation)

Category of the HKICPA's Best Corporate Governance Awards 2018, which is the first award given out in the said
category.

Convenience Retail Asia Limited Annual Report 2018 41



Directors and Senior Management Profile

Executive Directors
Richard YEUNG Lap Bun - Chief Executive Officer

Mr Yeung, aged 62, has over 30 years of experience in general management, food distribution and supply chain
management and has been a Director of the Company since 1 November 2000. He is currently the Chief Executive
Officer of the Group responsible for overseeing the Group's operations, marketing, logistics and supply chain
management, and is actively involved in new business development and repositioning of the Group’s businesses to
the 020 business models. Prior to joining the Group in October 1998, he spent about ten years in senior positions
at HAVI Food Services Group, managing the supply chain of McDonald's Restaurants in various countries in Asia.
Mr Yeung graduated from the University of Hawaii with a Bachelor of Business Administration degree. Mr Yeung
also holds a Master’s degree in Business Administration from the California State University of Los Angeles and is
a Certified Public Accountant of the American Institute of Certified Public Accountants. He is also a director of Fung
Retailing Limited, a substantial shareholder of the Company.

PAK Chi Kin — Chief Operating Officer

Mr Pak, aged 60, has over 20 years of experience in the retailing and food distribution business and has been a
Director of the Company since 10 March 2011. He is currently the Chief Operating Officer of the Group responsible
for overseeing the Circle K operations of Hong Kong and providing strategic guidance, leadership support and advice
to the operations of the Group jointly with the Chief Executive Officer. Prior to joining the Group in May 1999, Mr
Pak was the senior manager at HAVI Food Services Group in charge of the distribution of food products and logistics
services to McDonald's Restaurants. Mr Pak graduated from The University of Hong Kong with a Bachelor's degree
of Science in Engineering, and also holds a Master’s degree of Science in Engineering from The University of Hong
Kong. Mr Pak is a member of the executive committee of the Hong Kong Retail Management Association.
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Non-executive Directors
Victor FUNG Kwok King — Chairman

Dr Fung, aged 73, brother of Dr William Fung Kwok Lun, has been a Non-executive Director of the Company since
3 January 2001. Dr Fung is Group Chairman of the Fung Group, a Hong Kong-based multinational which comprises
major operating groups engaging in trading, logistics, distribution and retailing. They include publicly listed Li & Fung
Limited, Global Brands Group Holding Limited and the Company, and other privately held entities. Dr Fung has
become Honorary Chairman of Li & Fung Limited after stepping down as its Group Chairman since May 2012. He
is also a director of King Lun Holdings Limited, Fung Holdings (1937) Limited and Fung Retailing Limited, which are
substantial shareholders of the Company. Dr Fung holds Bachelor's and Master’s degrees in Electrical Engineering
from the Massachusetts Institute of Technology, and a Doctorate in Business Economics from Harvard University. He
is an independent non-executive director of Chow Tai Fook Jewellery Group Limited and Ko¢ Holding A.S.. Dr Fung
is Chairman of the Advisory Board of the Asia Global Institute at The University of Hong Kong, a multi-disciplinary
think-tank to assume and carry forward the mission and operations of Fung Global Institute, of which Dr Fung was
Founding Chairman (July 2010 — June 2015). In public service, Dr Fung has also been an Advisor of the Infrastructure
Financing Facilitation Office of The Hong Kong Monetary Authority since 2016 and a member of the Chief
Executive’s Council of Advisers on Innovation and Strategic Development since March 2018. He is also Chairman of
the 2022 Foundation, a non-profit entity focused on research into Hong Kong's long-term competitiveness. Formerly,
he was a member of the Chinese People's Political Consultative Conference (2003-2018), Chairman of the Hong
Kong Trade Development Council (1991-2000), the Hong Kong representative on the APEC Business Advisory
Council (1996-2003), Chairman of the Hong Kong Airport Authority (1999-2008), Chairman of The Council of The
University of Hong Kong (2001-2009), Chairman of the Greater Pearl River Delta Business Council (2004-2013), a
member of the Commission on Strategic Development of the Hong Kong Government (2005-2012), Chairman of
the International Chamber of Commerce (2008-2010), a vice chairman of China Centre for International Economic
Exchanges (2009-2014), a member of WTO Panel on Defining the Future of Trade (2012-2013) and Chairman of
the Steering Committee on the Hong Kong Scholarship for Excellence Scheme (2014-2018). In 2003 and 2010, the
Hong Kong Government awarded Dr Fung the Gold Bauhinia Star and the Grand Bauhinia Medal respectively for his
distinguished service to the community.

William FUNG Kwok Lun

Dr Fung, aged 70, brother of Dr Victor Fung Kwok King, has been a Non-executive Director of the Company since 3
January 2001. Dr Fung is Group Chairman of Li & Fung Limited and Chairman and non-executive director of Global
Brands Group Holding Limited, both within the Fung Group. He is also a director of the substantial shareholders of
the Company, King Lun Holdings Limited, Fung Holdings (1937) Limited and Fung Retailing Limited. Dr Fung held key
positions at major trade and business organisations. He is the past Chairman of the Hong Kong Exporters’ Association
(1989-1991), the Hong Kong Committee for the Pacific Economic Cooperation (1993-2002) and the Hong Kong
General Chamber of Commerce (1994-1996). He was a Hong Kong Special Administrative Region delegate to the
Chinese People’s Political Consultative Conference (1998-2003). He has been awarded the Silver Bauhinia Star by the
Hong Kong Government in 2008. Dr Fung graduated from Princeton University with a Bachelor of Science degree in
Engineering and holds a Master's degree in Business Administration from the Harvard Graduate School of Business.
He was awarded the degrees of Doctor of Business Administration, honoris causa by The Hong Kong University of
Science and Technology, by The Hong Kong Polytechnic University and by Hong Kong Baptist University. Currently,
Dr Fung is an independent non-executive director of VTech Holdings Limited, Shui On Land Limited, Sun Hung Kai
Properties Limited and The Hongkong and Shanghai Hotels, Limited. Dr Fung resigned as a non-executive director of
Trinity Limited in April 2018.
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Non-executive Directors (continued)
Godfrey Ernest SCOTCHBROOK

Mr Scotchbrook, aged 73, prior to re-designation as Non-executive Director of the Company on 3 August 2005, was
an Independent Non-executive Director since November 2002. Mr Scotchbrook presently serves as an independent
director of Del Monte Pacific Limited and Del Monte Foods, Inc. (companies engaged in the production, marketing
and distribution of premium branded beverage and/or food products) and an independent non-executive director of
Boustead Singapore Limited (a company engaged in engineering services and geo-spatial technology) in Singapore.
Mr Scotchbrook is the Founder of Scotchbrook Communications Ltd., a firm specialising in investor relations, issues
management, corporate positioning and public affairs; and is a veteran in corporate governance. He is a Fellow of the
Hong Kong Management Association and also of the British Chartered Institute of Public Relations.

Benedict CHANG Yew Teck

Mr Chang, aged 65, has been a Non-executive Director of the Company since 1 July 2012. He is currently the Chief
Executive Officer and Founding Partner of IDS Medical Systems Group Limited and also a director of Fung Holdings
(1937) Limited, a substantial shareholder of the Company. Formerly, Mr Chang was the Group Managing Director of
Integrated Distribution Services Group Limited (October 2003 — April 2011) and a non-executive director of Li & Fung
Limited (February 2011 — May 2014). Mr Chang graduated from the University of Surrey, United Kingdom, with a
Bachelor of Science Degree (First Class Honours) in Marine Engineering. He was the Chairman of the Advisory Board
of the Asian Institute of Supply Chains & Logistics of the Chinese University of Hong Kong (September 2006 — March
2015) and was also a member of the Advisory Board of the School of Information Systems, Singapore Management
University.

Independent Non-executive Directors

Malcolm AU Man Chung

Mr Au, aged 69, has been an Independent Non-executive Director of the Company since 3 January 2001. Mr Au
holds a Bachelor of Science degree in Chemical Engineering and a Master of Science degree in Food Science both
from the University of Wisconsin, the United States of America and a Master of Business Administration degree

from the University of Toronto, Canada. Mr Au is also an independent non-executive director of Hong Kong listed
China-Hongkong Photo Products Holdings Limited.
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Independent Non-executive Directors (continued)
Anthony LO Kai Yiu

Mr Lo, aged 70, has been an Independent Non-executive Director of the Company since 3 August 2005. Mr Lo is
Chairman of Shanghai Century Capital Limited and has over 30 years of experience in accounting, banking, finance
and investments. Mr Lo also serves as an independent non-executive director of Hong Kong listed Playmates
Holdings Limited, Tristate Holdings Limited and Lam Soon (Hong Kong) Limited. Mr Lo is former Chairman and
Co-Chief Executive Officer of Shanghai Century Acquisition Corporation (a company formerly listed on the American
Stock Exchange). He retired as independent non-executive director of Mecox Lane Limited, a company listed on
NASDAQ, Hong Kong listed IDT International Limited, and The Taiwan Fund, Inc., a company listed on the New
York Stock Exchange, in June 2014, August 2015 and April 2018, respectively. Mr Lo is qualified as a Chartered
Accountant with the Canadian Institute of Chartered Accountants and is a member of the Hong Kong Institute of
Certified Public Accountants.

ZHANG Hongyi

Mr Zhang, aged 73, has been an Independent Non-executive Director of the Company since 1 July 2012. Mr Zhang
is a Senior Economist and a Fellow of the Hong Kong Institute of Bankers, graduated from Peking Institute of
Foreign Trade and retired from Bank of China. He is currently a Council Member of China Development Institute
(Shenzhen) and an independent non-executive director of Bank of East Asia (China) Limited. He previously served as
the President of Shenzhen Branch of Bank of China, Vice Mayor of Shenzhen Municipal Government, Deputy C.E.O.
of Hong Kong & Macau Regional Office of Bank of China, Chairman of Nanyang Commercial Bank, Limited, Chairman
of Hua Chiao Commercial Bank Ltd., Vice Chairman of BOC Credit Card (International) Limited, General Manager of
Macau branch of Bank of China, Managing Director of Banco Tai Fung, Chairman of Nam Tung Trust & Investment
Co. Ltd., Chairman of Nantong Bank Ltd. (Zhuhai), Executive Vice President of China Development Institute
(Shenzhen), a director of Henderson (China) Investment Company Limited, an independent non-executive director
of Shenzhen Rural Commercial Bank Limited, Shenzhen Overseas Chinese Town Co., Ltd. (listed on the Shenzhen
Stock Exchange) and Ping An Insurance (Group) Company of China, Ltd. (listed on Hong Kong and Shanghai Stock
Exchanges), and a non-executive director of Inter-Citi Minerals Inc. (listed on the Canadian Stock Exchange).

Sarah Mary LIAO Sau Tung

Dr Liao, aged 67, has been appointed as Independent Non-executive Director of the Company with effect from 1
April 2014. Dr Liao retired as the Master of New College of The University of Hong Kong in November 2018 and
was Senior Advisor to the Vice-Chancellor on Sustainability (2008-2014). She was a member of the Chinese Council
for International Cooperation on Environment and D