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KTS OS Transactions

Principal terms of the Online Services Agreement are as follows:

Date : 7 January 2020 (as supplemented by the supplemental 
agreement dated 12 June 2020)

Parties : (i) Inner Mongolia Consun;

(ii) Guangzhou Consun;

(iii) Yulin Pharmaceutical (together with Inner Mongolia 
Consun and Guangzhou Consun as the “Clients”); and

(iv) Zhuhai KTS (as service provider).

Nature of the transaction : Zhuhai KTS to provide marketing and promotional service 
to the Clients and Zhuhai KTS is responsible to carry 
out promotional activities on products of the Clients on 
e-commerce platform as designated by the Clients.
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External deposit and 
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Reasons for the KTS OS Transactions and basis of consideration

In 2016, certain members of the management were interested in expanding the Group’s business 
into the area of healthcare product and e-commerce and were exploring a cooperation with a 
Canadian health product company. As the Group had no practical experience with the operation of 
healthcare product and e-commerce businesses, Ms. Li Qian, as the then chief executive officer of 
the Company, who was responsible for strategy formulation and overall operation and management 
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Based on information available, the procurement was divided into four batches. However, only the 
first and second batch procurements were supported by an written agreement. The third batch of 
skincare product procurement was skincare products with same unit price as the first batch and the 
second batch with the total consideration of RMB657,240. The fourth batch of skin care product 
procurement was skincare products with same unit price as the first batch and the second batch 
with the total consideration of RMB897,306.24.

Historical transaction amount

Based on information available, the Group purchased skincare products from Zhuhai KTS and the 
Group paid a total of RMB3,159,186.24 to Zhuhai KTS in 2020.

Reasons for the KTS SC Transactions and basis of consideration
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As one or more applicable percentage ratios calculated under Rule 14.07 of the Listing Rules 
in respect of the KTS SC Transactions were less than 5% but the total consideration exceeded 
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Ms. Li Qian and Mr. Xu

Ms. Li Qian was a former vice chairlady of the Board, chief executive officer, executive Director. 
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Key findings

(A) Accuracy and completeness of the available information in relation to the Transactions, and 
whether there is any other Undisclosed Transactions

In order to ascertain the accuracy and completeness of the available information in relation 
to the Transactions and to determine whether there is any other Undisclosed Transactions, 
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(C) Background and reasons for having the Transactions,
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(D) Identification of any possible internal control deficiencies relating to the Transactions, review 
of the Group’s internal control policies, and the relevant recommendations and remedial 
measures
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Under the IC Report, the following deficiencies of the internal control mechanism in relation to 
connected transactions were identified: (i) at the internal control design level, the Company did 
not clearly define and improve the following contents in writing through the system, including 
responsible departments and work responsibilities for connected transaction management, 
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In addition, the IC Consultant also reviewed the internal control mechanism of the Group as 
a whole. The internal control review covered the selected subsidiaries, including a testing and 
assessment of the effectiveness of the procedures, systems and controls established by the Group 
of their major operational cycles, such as sales and receivable management, purchases and payable 
management, cash management, research and development management, manufacturing and stock 
management, tax management, human resources management, information system management, as 
well as the overall corporate governance practice of the Group.

In the IC Report, the risk level of the internal control deficiencies related to the review on the 
Group are classified as “low” or “medium”. No findings of “high” risk level were identified.

CONCLUSION
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Mr. Xu has been suspended from e  his sowers and duties aus


