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1. REPORT DESCRIPTION

1.1

1.2

2

ABOUT THE REPORT

Fulu Holdings Limited (the “Company”) and its subsidiaries (collectively known as the “Group”
or “we”) publish this Environmental, Social and Governance (“ESG”) report (the “ESG Report’ or
“this Report”) to demonstrate our ESG responsibilities and our overall strategy, objectives and our
regulatory effectiveness in achieving long-term value.

REPORTING STANDARD

This Report has been prepared in accordance with the Environmental, Social and Governance
Reporting Guidelines (the “Guidelines”) set out in Appendix 27 of the Main Board Listing Rules
issued by The Stock Exchange of Hong Kong Limited (the “Stock Exchange”). This Report was
prepared on the basis of the four reporting principles of materiality, quantitative, balance and
consistency, and is in compliance with the “comply or explain” provision of the Guidelines.

“Materiality”: The Group communicates with stakeholders through a variety of channels and
identifies issues of importance to the Group’s ESG based on it.

“Quantitative”: This Report contains all the key performance indicators (KPIs) required by the
Guidelines and the corresponding calculation methods and criteria used have been disclosed.

“Balance”: This Report follows the principle of balance and presents a fair view of the Group’s
current ESG position.

“Consistency”: This Report uses the consistent statistical and KPI disclosure methodology as
previous years. Any changes to the statistical methodology or KPls, or any other relevant factors
affecting meaningful comparisons, will be clearly stated in the ESG Report.

Readers may refer to Appendix Il: Index to the Stock Exchange’s Environmental, Social and
Governance Reporting Guidelines of this Report for a quick reference. This Report should be read in
conjunction with the “Corporate Governance Report” section of the published annual report 2021 of
the Company for a full understanding of the Group’s ESG performance.
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1.3

1.4

1.5

1.6

1. REPORT DESCRIPTION

SCOPE OF THE REPORT

Unless otherwise stated, this Report focuses on the performance of the Group’s core business for
the period from 1 January 2021 to 31 December 2021 (the “Year”). The environmental KPIs cover
the Wuhan head office.

REPORTING LANGUAGE

This Report is published in Chinese and English, which may be downloaded from the websites of
the Stock Exchange (www.hkex.com.hk) and the Company (www.fulu.com). In the event of any
inconsistency, the Chinese version shall prevail.

APPROVAL AND CONFIRMATION

The Board of Directors of the Company (the “Board”) accepts full responsibility for the contents
reported in this Report and has approved and confirmed the contents of this Report.

FEEDBACK MECHANISM

We value your comments and suggestions on this Report and please feel free to contact us by email
(IR@fulu.com).
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2. ABOUT THE GROUP

The Group was established in 2009 and is a leading third-party digital goods and services platform
operator in the PRC. We are committed to providing the most comprehensive and high-quality digital
goods and services. In order to effectively connect with digital goods vendors, sales channels and
consumers, the Group has established a Software as a Service (SaaS)' technology platform, Fulu Open
Platform (& 4% 8 B ¥ &). We provide platform participants with a “one-stop” service. This innovative
“Aggregation + Service” operation model has won the favor of thousands of partners. The Group’s
platform connects digital goods vendors with digital goods sales channels and provides them with
“business to business” (B2B) digital goods-related services and value-added services, including (i)
facilitating digital goods transactions between digital goods vendors and digital goods sales channels;
and (ii) providing value-added services in a wide variety of industries (including leisure and entertainment,
games, telecommunications and lifestyle services-related industries), such as operating online stores for
digital goods vendors. We also facilitate the sale of various types of digital goods, such as membership
cards, in-app or in-game virtual currencies, virtual cards, e-vouchers, membership benefits, in-game
consumables or functions and data usage packages, to help them achieve their commercial objectives,
such as traffic acquisition and monetisation.

The Group has always adhered to the values of “Unity, Simplicity, Responsibility, Progressiveness, Deep
Learning, and Innovation”. It pays attention to team goals, cooperates with integrity, provides professional
and efficient services, and encourages personal development to become a dedicated and responsible
professional. We also persevere in continuously breaking through the bottleneck, striving for perfection,
and constantly creating value for customers. In addition, we provide a comfortable office environment and
hold a variety of employee activities to attract and cultivate talents to achieve the corporate mission of
“Establishing a virtual service ecosystem and providing the most comprehensive and high-quality services
to the internet paying users”.

1 Software as a Service (SaaS) is a software deployment model under which cloud providers licence software
applications to users as a service
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3.1

3. SUSTAINABLE DEVELOPMENT

BOARD STATEMENT

The Group believes that establishing sound ESG principles and strategies will help to enhance
the investment value of an enterprise and provide long-term returns to its stakeholders. To ensure
effective ESG risk management measures and internal control systems, the Board is responsible
for reviewing and monitoring ESG-related matters in compliance with laws and regulations, such as
rules and regulations issued by the Stock Exchange on ESG disclosure. Through close cooperation
among departments, we aim to effectively lead the ESG development of the Group, adhering to
the goals of compliant operation and bearing social responsibilities. The Board also improves
ESG-related policies and measures, identifies related matters that have impacts on business
operations at regular meetings held for ESG matters, and formulates ESG goals based on the
most important ESG-related topics of the Group and stakeholders, coordinates and manages ESG
matters. We also provide various communication channels with stakeholders to ensure that we can
fully understand the wishes of various stakeholders, in order to review and adjust operating policies
in a timely manner.

We have established an ESG governance framework to effectively leverage our sustainability
governance. The Board assumes full responsibility for the Group’s ESG governance and
sustainable development, and is responsible for approving the Group’s material topics, monitoring
ESG performance, regularly assessing ESG-related risks and opportunities, and monitoring
the coordination and management of ESG matters. Under the authority of the Board, the ESG
Working Group considers and evaluates the concerns of various stakeholders through materiality
assessment to determine the Group’s ESG management approach, strategies, priorities and
objectives. The Group has set relevant ESG goals. In the future, we will review progress against
relevant goals to improve our sustainability performance.

In addition, the Group has commissioned a third-party consulting firm to assist in identifying ESG
matters and providing suggestions for the ESG performance of the Group. Prior to conducting
a materiality assessment, the consulting firm will assist in the analysis of the comments on ESG
matters from the stakeholders based on important ESG topics in the industry and peers and score
the level of materiality for each ESG topic to identify the material topics according to the results.
During the Year, the Board reviewed the assessment results and confirmed finally the material ESG
topics of the Group.
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3. SUSTAINABLE DEVELOPMENT

3.2 STRUCTURE OF ESG GOVERNANCE

In order to integrate ESG concepts into the Group’s management approach, strategies, business
plans and policies, and to actively fulfill corporate social responsibility, the Group has established
an ESG governance structure, which covers all levels of the Group, including the decision-making
level, the organisational level and the executive level, and clearly states the responsibilities of
each level in the ESG governance structure. The Board decides and oversees the Group’s ESG
management approach, strategies, objectives and overall work, and delegates the ESG Working
Group led by the senior management to formulate the above ESG-related initiatives, promote and
monitor the implementation of ESG-related policies and work by all relevant departments, so that
these ESG-related initiatives are reflected in the daily operation and business of the Group. The
following is the Group’s ESG governance structure and the roles and responsibilities at each level
within the governance structure:

Representatives of all

departments
Role Scope of responsibilities
The Board o Resolve and approve the Group’s ESG management

approach, strategies, objectives and annual work
° Identify potential risks in business development plan
o Regularly review and monitor ESG performance and
progress towards goals

ESG Working Group ° Identify, evaluate, review and manage significant

ESG issues

o Coordinate and promote the implementation of ESG
policies in various departments and monitor the ESG-
related work of various functional departments, etc.

° Collect, understand and respond to stakeholders’
views on significant ESG issues through appropriate
channels

& 6 Fulu Holdings Limited Environmental, Social and Governance Report 2021



3.3

Role

Scope of responsibilities

3. SUSTAINABLE DEVELOPMENT

Representatives of all departments

Abide by all ESG-related policies

Organise and execute all ESG-related activities in
accordance with the Group’s ESG management
approach, strategies, annual work and objectives
Collect and regularly report ESG internal policies,
systems and ESG-related information to the ESG

Working Group

STAKEHOLDER ENGAGEMENT

The Group believes that our long-term development is only achieved by the stakeholders’
engagement and their continuous support. The Group is committed to maintaining close
communication with various external and internal stakeholders, including governments and
regulators, shareholders, partners, customers, environmental groups, industry peers, employees,
community and the public. We communicate with our stakeholders through various channels to
better understand their expectations and aspirations for the Group’s sustainable development,
with a view to refining our sustainability strategy and achieving our sustainability goals, thereby
improving our ESG performance and future development strategy.

Requirement and

Stakeholder

Expectation

Communication and
Response

Governments and .
Regulators
[ )
[ ]
[ ]
Shareholders o
[ )
[ ]
[ ]
Partners .

Compliance with
national policies, laws
and regulations
Support for local
economic growth

Drive local employment
Safe operation

Returns

Compliant operations
Rise in company value
Transparent information
and efficient
communication

Operations with integrity
Fair competition
Performance of
contracts by law

Mutual benefits and
win-win results

Regular reporting
Regular communication
with regulators
Examinations and
inspections

General meetings
Company
announcement
Emails, telephone
communication and
company website
On-site visit
Reviews and appraisal
meetings

Business
communication
Exchange and
discussion
Engagement and
cooperation
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3. SUSTAINABLE DEVELOPMENT
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Stakeholder

Requirement and
Expectation

Communication and
Response

Customers

Environmental Groups

Industry Peers

Employees

Community and the
Public

Outstanding products
and services
Performance of
contracts by law
Operations with integrity

Compliance with
emission standards
Energy conservation
and reduction of
emissions

Ecological protection

Promotion of industry
development

Remunerations and
benefits

Career development
Humanity cares

Participate in public
welfare

Open and transparent
information

Customer service centre
and hotline

Customer opinion
survey

Social media platform
Return visits

ESG information
submission

Field visits and
reciprocal visits
Employee
communication
meetings

Company newsletter
and intranet
Promotion mechanism
Staff training
Employee activities
Company website
Company
announcement

Media interview
Social media platform
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3. SUSTAINABLE DEVELOPMENT

3.4 MATERIALITY ASSESSMENT =€

LS\
During the Year, the Group conducted the materiality assessment to identify ESG issues that are .%‘
critical to the Group’s business and stakeholders, so as to formulate ESG management policies ! >

more clearly and effectively. We developed such materiality assessment based on internal
stakeholders’ opinion, analysis of opinions from third-party professional advisors, and the materiality
map issued by the Sustainability Accounting Standards Board (SASB). The Group will take the
results of this assessment as a reference to strengthen the internal management of the Group, and
will continue to enhance the engagement of different stakeholders in the future, so that stakeholders
can provide us with their valuable and constructive opinions on the development of the Group.

After detailed analysis, we finally identified 24 material issues covering ESG aspects applicable to
the Group’s business, including 10 issues of high materiality, 13 issues of moderate materiality and
1 issue of general materiality. Based on the materiality of these issues, we made key disclosures
to different extents in this Report, and took them as important considerations in formulating ESG
policies and strategies.

Materiality to stakeholders

Issue of general

materiality
Materiality to the Group
A
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3. SUSTAINABLE DEVELOPMENT
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Materiality of ESG Issues

Material Issues

High materiality

Moderate materiality

General materiality

Customer service management
Information and privacy security
Intellectual property rights protection
Research and development
Anti-corruption

Operational compliance
Training and education
Employment compliance
Employment diversity and equal opportunities
Talent attraction and retention
Supply chain management
Product quality

Responsible marketing

Healthy and safe products
Remuneration and benefit
Employee interest

Employee engagement
Occupational safety and health
Energy management

Water management

Waste management
Greenhouse gas management
Social contribution

Response to climate change
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4.1

4.2

4. ADHERE TO BUSINESS ETHICS

ANTI-CORRUPTION

The Group adheres to business ethics and actively promotes integrity, honesty and trustworthiness
in the workplace. We strictly abide by the Anti-Money Laundering Law of the People’s Republic
of China, the Anti-Unfair Competition Law of the People’s Republic of China and other laws and
regulations. We have also formulated the Anti-corruption Business Conduct Codes to provide
guidelines and rules for directors and all employees. It clearly stipulates integrity, diligence and
fairness as our professional ethics, so as to prevent any misconduct that harms the interests of the
Company. Employees are required to comply with relevant regulations and make reports in the case
of conflict of interest. They are not allowed to obtain money or personal gain from others in any form
by abusing their power or taking advantage of their work. We encourage employees to make reports
for the purpose of anti-corruption. Employees can also report through the specialized hotline in the
case that they discover any suspicious behavior or situation. To protect the whistleblower, the whole
process is strictly confidential.

In addition, we have strict requirements on the integrity of the management. All managements are
required to sign the Letter of Responsibility for Integrity, which prohibits any form of commercial
bribery or corruption and regulates the behavior of both parties. If any conflict of interest is identified
between the management and partner during the process of project cooperation with our partner,
report should be made to the Group immediately and the management should promise not to
damage the interests of both parties in any way. In the case of any violation, we reserve the right
to initiate legal actions. During the Year, we regularly held anti-corruption trainings for directors
and employees and regularly disseminated anti-corruption related materials to them by mail to
keep them abreast of the latest anti-corruption and integrity information. Moreover, employees
are required to attend the trainings, so as to enhance their integrity awareness. During the Year,
the Group did not involve in or discover any violations of anti-bribery or anti-corruption laws and
regulations.

INFORMATION SECURITY AND PRIVACY PROTECTION

The Group highly values the information security and privacy protection, and strictly abides by
the Network Security Law of the PRC, the Regulations on the Protection of Computer Information
System Security of the PRC and the Regulations for the Protection of Personal Information of
Telecommunication and Internet Users of the PRC and other relevant laws and regulations. The
Group has obtained the 1SO27001:2013 information security management system certification.
Customers can only use our related products or services after confirming that they have read, fully
understand and agree to the content of the Legal Disclaimer and Privacy Policy of the Group before
they launch the Fulu Open Platform. In order to ensure the authenticity of customer identities and
provide better security, we will require customers to provide identity information such as ID cards,
corporate business licences, facial features and other biometric information before real-name
authentication. If any customer fails to provide the above information, the Group will refuse he/she/
it in using relevant services such as transaction, account management and order management,
to ensure that customer information is not infringed. Besides, we use encryption technology and
trusted protection mechanisms and access control mechanisms under deployment to improve the
security of customer information and prevent malicious attacks on users’ information, and to ensure
that only authorised personnel can access customer information.

Fulu Holdings Limited Environmental, Social and Governance Report 2021 1 1



4. ADHERE TO BUSINESS ETHICS

4.3

12

Adherence to business ethics is crucial for the Group and all employees at all times, and all
employees are obliged to keep business secrets and forbidden to disclose or use any customer
data without the consent of customers in order to protect the rights and interests of customers.
The Group will organize security and privacy protection training courses to strengthen employees’
awareness of the importance of protecting users’ information. We collect and use customer
information in a legal manner and according to the privacy policy, and only retain customer
information for the required period.

In order to ensure the data security of the Group and the customers, the Group has established a
complete data management system and IT management standards. The big data department under
the R&D center is responsible for the unified maintenance of the daily operation data collected
by each department and classifies the data according to the importance. Each department
shall submit an application for data access and explaining its purpose, the business scenarios
used and the scale, and the responsible persons at corresponding levels shall complete the
entire approval process according to the data level. Employees are also advised to log out their
computer accounts when leaving their seats, and make sure that the anti-virus software has been
installed on all computers. In addition, we have established database development specifications
and standardised database naming and coding styles to maintain efficient and stable database
operation and reduce the risk of information leakage. During the Year, the Group was not involved
in or aware of any incident of violation of laws and regulations related to information security and
privacy protection.

RESPECT FOR INTELLECTUAL PROPERTY RIGHTS

The Group genuinely understands the importance of protecting and enforcing our intellectual
property rights. For the purpose of respecting others’ and protecting our intellectual property rights,
the Group has developed a sound Intellectual Property Management System and strictly abides
by the Patent Law of the PRC, the Copyright Law of the PRC and the Anti-Unfair Competition Law
of the PRC and other laws and regulations. The Group has been actively registering intellectual
property rights and applying for patents in a timely manner for inventions and creations that meet
the requirements, so as to obtain legal protection. When conducting the cooperative research or
development with third parties, we will enter into relevant contracts in accordance with the Civil
Code of the PRC, whereby specifying the terms of protecting intellectual property rights. Employees
are required to sign the Confidentiality Agreements and the Non-competition Agreements when
joining us, under which they shall undertake to keep all data of the Group’s resources, operations
and technical achievements confidential to protect the Group’s intellectual property rights. In
addition, the Fulu Open Platform is also under the protection of legal statement and privacy
agreement. Without the permission of the platform service provider and/or its affiliates, no one
shall use any content on the Fulu Open Platform, otherwise it shall bear legal liabilities. As of 31
December 2021, the Group obtained a total of 105 software copyrights.
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5.1

5. EXCELLENT QUALITY

QUALITY SERVICE AND R&D

The Group has been providing customers with high-quality digital rights products and services to
facilitate users’ daily life and work. One of the Group’s strengths is its diverse clientele. With our
advanced business model and technology, customers can enjoy high-quality products and a full
range of services, regardless of the amount of customer funds. Given the business nature of the
Group as a third-party digital goods and service platform operator, we do not have any products
that must be recalled for safety or health reasons.

Customers Service Management

The Group believes that “continuously creating value for customers and shareholders” is crucial,
and we are committed to serving the society and our customers through good reputation and
quality. We formulate bilateral cooperation agreements on product purchase and sale, mall entry,
agency operation, marketing promotion and product agency services in accordance with the laws
and regulations such as the E-commerce Law of the PRC, the Regulation on the Protection of the
Right to Communicate Works to the Public over Information Networks, and the Telecommunication
Service Rules. The agreements specify the content of cooperation, process of cooperation, service
fees and payment procedures, rights and obligations of both parties, confidentiality, clean operation
and intellectual property terms and liabilities for breach of contract to restrict and protect the rights
and interests of both parties. During the Year, the number of inbound consultation services by the
Group totalled nearly 9 million.

We attach great importance to the wishes of our customers and provide a full range of services. In
order to increase mutual trust, we increase the transparency of the pricing of goods and services,
so that customers can fully understand the service and the amount of returns. In addition, the Group
continues to consolidate its position in the third-party digital goods market through continuous
research and development, and further accelerates the launch of new SaaS applications on Fulu
Open Platform and the increase in the number of its users, enabling customers to enjoy our more
convenient and outstanding services. During the Year, we also won the honor of “Best SaaS
Company” in the 6th Golden Hong Kong Stock organised by Zhitong Caijing (2 #844%). In addition,
we also received awards and honors from various well-known customers and institutions during the
Year.

P ]
REMBSER

BEME

BNEEER
mxfESaaSAE] & sEEIREIPA

BRIRZ I SBIRILS

Tmall — Best Cooperation Award Zhitong Caijing — Best SaaS Company &
Best IR Team in the 6th Golden Hong Kong Stock
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5. EXCELLENT QUALITY
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Tencent Video — Best Team Award & Best Sales
Award & Most Valuable Partner
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Tmall — Five-Star Service Provider
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Wuhan Software Industry Association
— 2021-2022 Excellent Software Enterprise

R
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JD — User Growth Star & CPS Dark Horse &
Sales Growth Award

FRET
20V FERFESSIEXHF

Ping An Bank — Excellent Ecological Partner
in 2021
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moka — 2021 GHRC Best HR
Management Team
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5. EXCELLENT QUALITY

Complaint Handling

In addition, the Group has always been committed to protecting the legitimate rights and interests
of its customers. We strictly comply with relevant laws and regulations such as the Protection
of Consumer Rights and Interests Law of the PRC, and have formulated a complete Customer
Complaint Handling Process. For any customer complaint, we will hand it over to the corresponding
responsible team for handling according to its type. The customer service team will immediately
investigate and find out the reason for the complaint, so as to quickly take remedial and preventive
measures. In the process of complaint handling, we will require the service team to continue
to pay attention to the customer’s emotional changes and demand progress, and to adjust and
formulate appropriate solutions in a timely manner to improve the customer’s experience. The
quality control team then needs to evaluate the overall processing flow and processing efficiency
of the complained order, and collect customer satisfaction levels. At the same time, in order
to continuously improve and enhance service quality, we attach great importance to customer
satisfaction with service quality, and conduct regular surveys to obtain customer feedback. Our
customers mainly complain through external channels, and the complaints are mainly about
dissatisfaction with the products and services we provide. During the Year, the customer service
rating of the Group was 93.93%, and a total of 1,029 complaints from external channels were
received, with a handling rate of 100%. And these complaints were mainly attributable to the
distinctive nature of digital right goods not applicable to the return and exchange policy.

Research and Development

The Group is committed to the research and development of new technologies to continue to meet
the needs of the growing number of customers. During the Year, the Group also achieved a number
of results through diversified research and development approaches. We have improved support
services of the platform SaaS application to provide better quality services to our customers. In
addition, we have been committed to building intelligent supply chains to solve multiple technical
problems in the supply chain and improve the quality of the supply chain. On the other hand, we
have mature basic technical components, and we continue to improve and update Fulu Open
Platform to meet the ever-changing technology development, enhance R&D efficiency, and
flexibly respond to business development. We update the core services of the business middle
office to identify potential risks in the Group's R&D process and to enhance our resilience. As of
31 December 2021, the number of staff in the Group's research and development function has
increased by 129 compared to the same period last year.
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5. EXCELLENT QUALITY

5.2 SUPPLY CHAIN MANAGEMENT

16

In order to establish long-term and mutually beneficial cooperative relations with suppliers, optimize
supply chain management, and ensure the quality of goods and services, the Group internally
formulated relevant systems for supply chain management and procurement in strict accordance
with the relevant laws and regulations such as the Contract Law of the PRC, and followed the
principles of openness, fairness and impartiality in procurement. We will screen suppliers based
on a number of factors, including but not limited to market share, qualifications, delivery capability,
service attitude, product safety, price advantages, and product quality. Suppliers are required
to go through multiple rigorous evaluation procedures before being added to the new supplier
evaluation list. For the entrusted suppliers, we will sign contracts with them, specifying the name,
category, specification, model, place of production, etc. and track and monitor their performance
and progress on a regular basis. We will conduct an annual review on suppliers, and those
suppliers or their affiliated companies that fail to meet the standards specified by the Group or have
trust-breaking records will be listed as prohibited suppliers and temporarily denied.

The suppliers of the Group mainly include the suppliers of digital goods sales channels and
data storage and server host that charge commissions from us. When selecting and appointing
service unit, the Group will also consider its environment and social risks such as strictly reviewing
suppliers' performance and compliance with environmental, health and safety, anti-corruption,
product liability, etc. We will give priority to suppliers with internationally recognized standards
or certifications related to environmental and social risk management, and preferably select local
suppliers or suppliers which are geographically closer to reduce carbon footprint. In addition, we
promote green procurement and avoid unsalable inventory through reasonable procurement.

During the Year, the Group’s 1,289 suppliers were mostly digital goods suppliers and were all from
the Mainland China, and the number of suppliers by geographic areas is as follows:

Geographical areas Number of suppliers
Eastern China 423
Northern China 288
Central China 246
Southern China 254
Northwestern China 31
Northeastern China 47
Total 1,289
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6.1

6. PEOPLE-ORIENTED

EMPLOYMENT AND LABOR PRACTICES MANAGEMENT

The Group v