XU EREEBESFMRL2 T
TEXHONG INTERNATIONAL GROUP LIMITED

(Incorporated in the Cayman Islands with limited liability)
(RFASHESHEMHIZHRAF)
Stock Code Bz #3155 : 2678

2025

ANNUAL REPORT
F &







TABLE OF CONTENTS
5 4

2 Financial Highlights
MGmE

3 Corporate Profile
PE/-N

4 Chairman’s Statement
TERESE

7 Management Discussion and Analysis
ERE T wm ko

29 Corporate Governance Report
/LE% B0 amE

69 Directors and Senior Management
i%&’__‘n Eﬁ}\é

73 Corporate Information
NGIE-§2)

75 Report of the Directors
EFEgRE

97 Glossary
Ealle

98 Independent Auditor's Report
BB

108 Consolidated Income Statement
l\/T\ J‘I& i%

109 Consolidated Statement of Comprehensive Income
e iR

110 Consolidated Balance Sheet
meBEREAER

112 Consolidated Statement of Changes in Equity
GARGEDE

114 Consolidated Cash Flow Statement
IVT\ Eﬁﬁl/lbii

116 Notes to the Consolidated Financial Statements

ARE IR M AT



MBIRE
FINANCIAL HIGHLIGHTS

OPERATING PERFORMANCE DATA RERBFHE
2025 2024 2023 2022 2021
ZECRE —2omE —EC-=F S 2 -F
(restated)
(& s75)
For the year ended 31 December RMB'000 RMB000  Change RMB'000 RMB'000 RMB'000
e e AERTR  ARETr  Bh  ARETR  ARETR  ARETR
Revenue A 22,715,627 3029033 -14% 2725317 23,805,354 26521,193
Gross profit E 3,137,669 2,863,372 9.6% 1462615 2,755,622 5851971
Profit/(Loss) for the year irg‘é; gw/ 972,178 595,064 634% (299382) 201,186 2741616
(B8
Profit/(Loss) attributable to REE® 913,010 559971 63.0% (375,700) 156,808 2,685,170
shareholders afl/(58)
Earnings/(Losses) per share HXE%?J/
)
— Basic — AKX  RMBARM099% RMBARE0SIT  623% RMBARE(4NT RMBARM01IT RMBARB2937T
— Diluted —B%  RMBARM099T RMBARMO06IT  623% RMBARE (4T RMBARY0I7T RMBARE 2937
FINANCIAL POSITION DATA B 7 AR BB
2025 2024 2023 2022 2021
ZECHE —ECRE —Z3-= %=z 2 -F
(restated)
)
As at 31 December RMB'000 RMB000  Change RMB'000 RMB'000 RIMB'000
RE-A=1-A AERTR  AREFR  Bh  ARETR  ARETR  AREER
Total assets BERT 20,247,266 20,790,512 -2.6% 22811172 26,151,299 2444884
Non-current assets EnDEE 10,318,654 10519769 -19% 11,103,716 12,520,445 11,394,265
Current assets MBEE 9,928,612 10,270,743 -3.3% 11,707,456 13,628,854 13,048,619
Total liabilities BeE 9,723,624 10,833,442 -10.2% 13055814 16,049,823 13841932
Current liabilties RHaE 7,003,057 7359958 -48% 9117898 12,166,884 10,089,446
Non-current liabilities ERBEE 2,720,567 343484 217% 3937916 3,882,939 3,752,486
Net current assefs nHEEFE 2,925,555 2,910,785 05% 2,589,558 1461970 2959173
Net assets BEEFE 10,523,642 9,957,070 5.7% 9,755,358 10,101,476 10,600,952
Equity attributable to shareholders  F& B B {H 4 2 10,232,651 9,455,022 8.2% 9,149,079 9,501,623 10,038,270
FINANCIAL INDICATORS MBER
For the year ended 31 December 2025 2024 2023 2022 2021
BET-A=t—HLFE “ECHE ZE-WE —“E-=f  —E--f _—F--
(restated)
(i E5)
Inventory tumover days FEEEXRY 85 87 109 126 95
Trade and bill receivables [EWE 5 R 2B
turnover days (Note 7) FEXY (M) 27 29 29 28 25
Trade and bill payables ERE S REERE
turnover days (Note 2) BESR A7), 53 57 72 78 63
Current ratio MELL X 14 14 13 11 13
Net debt to equity ratio (Note 3) B EFEERLL X
(WE3) 0.28 037 0.60 0.63 045
Return on equity (Note 4) EambBIRE (M) 9% 6% -4% 2% 30%
Note 7: Based on the average of the trade and bills receivables and financial Bt BEFVNFEERZEIREBERBUR
assets at fair value through other comprehensive income at the EAFEFAEMZERENSREE 2
beginning and ending of the year over sales revenue for the FIBBR A FRHBE WA T30 KA E
respective year and multiplied by 360 days. Ji o
Note 2: Based on the average of the trade and bills payables and supply K2 BEFONFEENEZI REBRBUR
chain financing at the beginning and ending of the year over cost HEGERE 2 FHHBR LS FROHEERE
of sales for the respective year and multiplied by 360 days. FeLAZGOKRFTEFH o
Note 3: Based on total borrowings net of cash and cash equivalents and B3 BESFEBNEELBENRREE RS
pledged bank deposits over equity attributable to shareholders at LEY AR DR RITIE R LARR SR (L
each year end. HERAESRE -
Note 4: Based on each year's profit attributable to shareholders over the Hiita . BEBEEFORIEGEFBRAZVBEE
average of the equity attributable to shareholders at the beginning FNRFERBRREEER 2 FAYFES
and ending of the financial year. e
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CORPORATE PROFILE

CORPORATE PROFILE

Texhong International Group Limited (stock code: 2678) is one of
the world’s largest cotton textile manufacturers and is a leading
textile enterprise focusing on manufacturing high value-added
core-spun textile products. The Group is principally engaged in the
manufacture and distribution of quality yarns, grey fabrics and
garment fabrics. Since 1997, the Group has grown rapidly and has
over 5,000 customers in the PRC and overseas, with its sales
network spanning many countries and regions around the world,
including the PRC, Vietnam, North America, Europe, Brazil, Turkey,
Bangladesh, Japan and South Korea. With its sales headquarters
established in Shanghai, the Group has production bases in
operation in the PRC, Vietnam, Turkey, the Americas, with major
production facilities comprising about 4.26 million spindles and over
1,700 weaving and knitting machines and the corresponding dyeing
and finishing equipment as at 31 December 2025.

TEBHN

RITEREBAER AR (RMOKIR : 2678) 22
KEANESEREER — F2BENE
MIMERGHBERLEECE - AEBNEE
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FTEHREE
CHAIRMAN’S STATEMENT

\

TEXHONG

On behalf of the Board, | am pleased
to present the annual results of the
Group for the year ended 31
December 2025 to the shareholders
of the Company.

BAZERREEE MAREXQTAR
REVNAEEBE-_ZT-_HF+=H
=t+t-HIEEENEEEE -

Hong Tianzhu 3t X i
Chairman £ J&

04 TEXHONG INTERNATIONAL GROUP LIMITED XRIIEIMEEERAA



ERHESE (R
CHAIRMAN’S STATEMENT (CONTINUED)

RESULTS

The global economy entered a phase of structural realignment in
2025. While transitioning beyond short-term post-pandemic shocks
to achieve a sluggish yet resilient performance, it sustained
moderate growth. Meanwhile, the trade landscape underwent
profound changes, with the deepening of regional supply chains
ushering in a new normal for the market environment. Turning to
China, as the domestic economy progressed toward high-quality
growth and the application of high-tech innovations continued to
advance, the textile industry demonstrated notable structural
resilience. However, shifting international trade policies stemming
from U.S. “reciprocal tariffs” continued to pressure export channels.

In the meantime, overseas markets experienced a cautious recovery,
with consumers shifting from impulsive spending of recent years
toward more rational, purpose-driven consumption that prioritizes
practicality and long-term value. Additionally, the blurring line
between professional and active lifestyles accelerated the demand
for “workleisure” — high-performance clothing that integrates
features like thermal regulation and moisture-wicking into traditional
professional silhouettes, perfectly aligning with modern life. These
trends have fostered a “quality over quantity” mindset and favored
manufacturers with advanced technological capabilities and the
ability to produce high-value added functional products.

Building on the strong recovery and positive momentum of 2024,
which saw the Group recover from post-pandemic challenges, it
entered a new phase of high-quality, efficient growth in 2025. The
Group has maintained near-full capacity utilization and has started to
benefit from the technological and process upgrades carried out
over the past years. Also, by allocating greater resources to newly
developed, high-value-added differentiated products, the Group has
further decoupled its profit growth from mere volume expansion. At
the same time, the stabilizing cotton market has allowed for a more
consistent and cost-effective procurement strategy, keeping the
Group's material costs under control.

The Group's long-term strategy of globalized manufacturing has
continued to prove its worth amid escalating trade frictions and
policy uncertainties. Our established capacity layout in Vietnam and
the Americas has provided the Group with a critical advantage,
serving as a resilient buffer against supply chain instabilities that
have impacted the industry in recent years. As global supply chains
shift toward regionalization and “nearshoring” transformation, we
believe that strategically positioning our production around the
world is no longer just a cost-saving measure, but a necessity for
maintaining market leadership and ensuring supply chain resilience
in an unpredictable geopolitical climate.
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ERBESE (R
CHAIRMAN’S STATEMENT (CONTINUED)

In 2025, the Group recorded overall revenue of approximately
RMB22.7 billion, net profit of approximately RMB972.2 million, profit
attributable to owners of the Company of approximately RMB913.0
million, and basic earnings per share of RMB0.99.

OUTLOOK

Looking ahead to 2026, the textile industry will place greater
emphasis on long-term planning where sustainability and Al
integration will transition from emerging trends to core operational
standards. As market demand stabilizes, the Group is well-positioned
for growth. Our operational strategy prioritizes the internal resource
integration as a foundation, while simultaneously driving proactive
market expansion, aiming to forge a new paradigm of dual-track
synergetic transformation. We will continue leveraging our strategic
global layout while concurrently identifying new production frontiers
and market opportunities to further expand our global footprint. By
grounding our future in technological excellence and a resilient
manufacturing network, we remain committed to delivering long-
term, stable value and returns for our shareholders.

APPRECIATION

Last but not least, on behalf of the Board, | extend my heartfelt
gratitude to our shareholders, partners, and colleagues for their
enduring trust, invaluable support, and unwavering commitment to
working together with perseverance to achieve outstanding results.

Hong Tianzhu
Chairman

26 March 2026
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THBEIWE S
MANAGEMENT DISCUSSION AND ANALYSIS

OVERVIEW

Looking back at the international economic landscape in 2025, the
global political and economic landscape underwent a profound
reshaping, marked by frequent geopolitical conflicts, intensified
competition among major powers, and a global governance system
under significant strain.

On the one hand, the Russia-Ukraine conflict has entered a new
phase, with diplomatic tensions escalating as both sides engage in a
tug-of-war over territorial and security arrangements during
negotiations. In addition, military operations by Israel in the Middle
East have severely disrupted global logistics networks. Coupled with
the closure of key maritime shipping routes, the stability of global
supply chains has been significantly undermined, further
exacerbating volatility in financial markets.

On the other hand, the “reciprocal tariffs” policy introduced by the
U.S. continued to challenge the global trade order, emerging as a
key uncertainty in economy throughout the VYear. Its
implementation involved numerous complex legal issues, constantly
altering the dynamics of international negotiations and exerting an
unprecedented impact on global economic development. These
macroeconomic uncertainties and challenges have rendered the
conventional globalized supply chain model unsustainable, forcing
enterprises to abandon traditional trade patterns and drastically
adjust their production capacity footprint toward emerging markets.

In terms of global monetary policy, a pronounced divergence
emerged across different countries during the Year. While China
maintained a prudent yet moderately accommodative stance,
supporting the real economy through structural policy tools, Japan
was forced to raise interest rates to a three-decade high, becoming
a “contrarian” in global monetary policy due to lagging inflationary
pressures. The U.S. and Europe initiated a cycle of interest rate cuts
to hedge against global economic downside risks, spurring a
modest recovery in consumer demand.

Despite facing multiple challenges, the global textile industry
demonstrated robust resilience, with structural improvements in
production, trading, and innovation.

In the domestic market, to address external uncertainties, China has
continuously strengthened the intensity of proactive counter-cyclical
adjustment policies, which became a core driver of manufacturing
investment growth and domestic demand expansion. Supported by
both macroeconomic policies and innovations in consumption
scenarios, the domestic market for the textile industry has shown
sound development resilience and momentum. However, consumer
data indicates that households remain cautious in their spending,
and the fundamental issue of insufficient consumer confidence has
yet to see an improvement.
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THEBWE S (|)

MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

Against this backdrop, the divergence within the textile industry has
become increasingly pronounced. The upstream sector indicated
relatively strong performance, benefiting from growth in exports of
intermediate goods to overseas markets. In contrast, the
downstream apparel manufacturing sector remained subdued,
impacted by persistently weak export demand. At the same time,
domestic consumption has also exhibited signs of deep divergence.
Traditional consumption patterns have cooled and shifted toward
emerging ones, with consumers becoming less motivated by
status-driven spending and more motivated by self-fulfillment. This
shift was particularly evident among younger generations, driving a
more rational approach to material consumption and leading to a
notable slowdown in the luxury goods sector. Furthermore, the
divergence between price and volume was intensifying. Although
consumption of household goods has increased, the overall price
levels continued to face downward pressure due to consumers’
general preference for products offering value for money, coupled
with fierce price competition among major retailers.

In overseas markets, the U.S. and European economies experienced
a moderate recovery, although growth momentum remained
relatively weak. Specifically, the U.S. economy maintained modest
growth, supported by solid consumer spending and a robust
services sector. Meanwhile, the Eurozone’s industrial sector began to
show preliminary signs of recovery, benefiting from a more stable
energy market compared with the last year.

Despite the complex global economic environment, the Group
leveraged its exceptional execution capabilities and balanced global
production footprint to lay a solid foundation for improving its
overall performance. By maintaining flexibility and adaptability, the
Group successfully seized opportunities arising from the rebound in
domestic and overseas orders during the Year. Consequently, sales
volume and capacity utilization rates improved compared with the
last year, driving growth in operating results.

As a result of the above factors, the trend in the Group's sales
revenue shifted, with a notable divergence between price and
volume. Although the recovery in market demand led to an increase
in sales volume for the Year compared with the last year, the
revenue growth was partially offset by a decrease in the Group's
average selling price. This reflected fluctuations in raw material
prices during the Year, as well as the intensely competitive pricing
environment stemming from the broader industry shift towards
“value-for-money” consumption. Consequently, the Group’s overall
revenue decreased by approximately 1.4% from approximately
RMB23.0 billion last year to approximately RMB22.7 billion for the
Year.

08 TEXHONG INTERNATIONAL GROUP LIMITED XIIEIMEEERARA
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THEBE WS (&)

MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

During the Year, the Group strived to improve the utilization rate of
existing production capacity, especially at its overseas factories, and
further enhanced production efficiency and reduced production
costs through strengthening the automation transformation and
upgrading of equipment. Consequently, the Group's overall gross
profit margin rose from approximately 12.4% for the last year to
approximately 13.8% for the Year. On the other hand, the Group
continued to optimize its asset-liability structure to enhance financial
flexibility, and significantly reduced interest expenses during the Year
through active capital management measures. Meanwhile, the Group
closely followed changes in consumption trends, accurately seized
market opportunities brought by structural products, and further
bolstered corporate profitability through targeted research and
development. These measures drove a substantial increase in net
profit by approximately 63.4% from approximately RMB595.1 million
(restated) for the last year to approximately RMB972.2 million for the
Year. Profit attributable to the owners of the Company increased by
approximately 63.0% from approximately RMB560.0 million (restated)
for the last year to approximately RMB913.0 million for the Year.
Basic earnings per share rose by approximately 62.3% from
approximately RMBO.61 (restated) for the last year to approximately
RMB0.99 for the Year.

INDUSTRY REVIEW

According to the National Bureau of Statistics of the People’s
Republic of China, in 2025, large-scale textile enterprises achieved
total sales of approximately RMB2,232.3 billion, representing a
year-on-year decrease of approximately 6.4%, with a total net profit
of approximately RMB73.8 billion, representing a year-on-year
decrease of approximately 12.0%. The total sales of sizeable textile
garment and apparel enterprises amounted to approximately
RMB1,112.0 billion, representing a year-on-year decrease of
approximately 12.7%, with a net profit of approximately RMB45.1
billion, representing a year-on-year decrease of approximately
27.3%.

According to data from the General Administration of Customs of
the PRC, the PRC exported around US$142.6 billion worth of textile
products in 2025, up approximately 0.5% year-on-year, while
exported garments amounted to approximately US$151.2 billion, a
year-on-year decrease of approximately 5.0%.

According to statistics from Vietnam Customs, the export volume of
yarns and staple fibers manufactured in Vietnam rose by
approximately 3.8% to approximately 1.95 million tonnes in 2025,
generating revenue of approximately US$4.3 billion, a decrease of
approximately 2.1% compared with 2024. Garment exports increased
by approximately 7.0% to approximately US$39.6 billion in 2025.
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THEBWE S (|)

MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

BUSINESS REVIEW

The Group's revenue is primarily derived from the sale of yarns, grey
fabrics, and garment fabrics. During the Year, yarn sales remained
the Group’s primary source of revenue, accounting for
approximately 79.7% of total revenue, amounting to approximately
RMB18.1 billion. This represents a year-on-year increase of
approximately 1.1%. The growth was mainly attributable to the
recovery in market demand and the strategic advantages of the
Group's global production capacity deployment.

In 2025, the global yarn market recorded steady overall growth,
although the operating environment remained complex and
increasingly fragmented, impacted by multiple factors including a
moderate recovery in end-user demand, fluctuations in raw material
prices, geopolitical risks, and ongoing technological advancements.
The Asia-Pacific region maintained its position as the world’s largest
yarn production hub, with China serving as the core driver for both
the regional and global markets. Meanwhile, the Middle East and
Africa emerged as the fastest-growing regions, benefiting from cost
advantages and geographic proximity to key consumer markets,
thereby intensifying market competition.

Thanks to its natural properties, cotton yarn continued to be the
preferred choice for consumers worldwide, maintaining a dominant
position in core application areas such as apparel and home textiles.
Polyester yarn became one of the fastest-growing product
segments, fueled by increasing demand for athleisure and functional
apparel. In response to intensifying competition and rising trade
barriers in the global textile market, the Group leveraged its
overseas production layout to expand international sales. At the
same time, the Group actively responded to market demand by
leading research and development efforts and manufacturing
products tailored to evolving demand.

Benefiting from its differentiated market operation strategy and the
advantage of rapidly adjusting product structure, the Group drove a
growth of approximately 6.3% in yarn sales volume to
approximately 820,000 tonnes. However, due to fluctuations in raw
material prices and shifts in product mix, revenue from yarns
increased slightly by approximately 1.1% year-on-year to around
RMB18.1 billion during the Year. During the Year, the Group's
capacity utilization rate — particularly at its overseas facilities —
improved significantly compared with the last year. Coupled with
flexible raw material procurement strategies and enhanced
production efficiency through automated equipment upgrades, the
average gross profit margin for yarns rose from approximately 11.7%
for the last year to around 14.2%.
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THEBE WS (&)

MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

Woven garment fabric production and sales markets are mainly
concentrated overseas. Benefiting from the front-loading effect
triggered by the U.S. “reciprocal tariffs” policy in the first half of the
Year, as well as the recovery in market demand driven by interest
rate cuts in the second half, demand in the overseas workwear
market rebounded. Combined with the Group's nearshore supply
advantage stemming from its overseas production layout, sales
volume of woven garment fabrics increased by approximately 4.8%
to around 100 million meters during the Year, with corresponding
sales revenue rising by approximately 1.2% to approximately RMB2.2
billion. Capitalizing on the longer order cycles typical of woven
garment fabrics and the decline in cotton yarn costs during the
second quarter, the Group actively ramped up capacity utilization
and strictly controlled energy consumption. As a result, the gross
profit margin for woven garment fabrics increased from 19.5% for
the last year to 23.3% for the Year.

Regarding knitted garment fabrics, following the disposal of the
Group’s Vietnam factory in November 2023, the business has
primarily served the domestic market. During the Year, intensified
competition in the domestic market, affected by reduced exports to
the US, led to a decrease in knitted garment fabrics sales volume
from approximately 10,900 tonnes for the last year to approximately
6,600 tonnes. Sales revenue declined by 40.4% from approximately
RMB551.6 million to approximately RMB328.6 million. The Group has
been actively restructuring the organizational framework and
product mix of this business, aiming to enhance brand loyalty
through an optimized product portfolio, thereby securing
higher-margin orders and improving overall profitability.

Trading operations mainly comprise the trading of yarns, fabrics, and
garments, with a focus on denim fabrics and apparel for the U.S.
market. The Group engaged in cotton and yarn trading in a timely
manner in line with market conditions, contributing to a slight
increase in revenue compared with the last year. Overall, sales
revenue from trading operations increased by 2.3% to approximately
RMB1.6 billion. Due to a shift in the sales mix, the gross profit
margin decreased from 10.9% for the last year to 10.0% for the Year.

In recent years, global inflation has driven up the cost of living, and
the non-woven fabrics business, as a non-essential category, has not
performed as expected since the end of the pandemic. The Group
has been gradually transitioning its non-woven fabrics product mix
from basic fabrics to higher-value-added downstream products.
Furthermore, it has actively explored overseas markets, particularly
by capitalizing on opportunities in overseas non-woven capacity
arising from China-U.S. tariff dynamics during the Year, and by
advancing strategic partnerships with leading customers to broaden
its customer base and secure market orders. During the Year, sales
revenue from non-woven fabrics increased from approximately
RMB94.3 million for the last year to approximately RMB158.1 million.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

PROSPECTS

As of December 31, 2025, the Group’s major production facilities
were equipped with approximately 4.26 million spindles, of which
2.45 million were in China and 1.81 million were overseas (mainly in
Vietnam), alongside more than 1,700 weaving and knitting machines
and related dyeing equipment. Yarn production capacity expanded
slightly due to the completion and commissioning of several
construction projects.

From a macro perspective, the global textile industry will be
reshaped in 2026. First, the escalation of geopolitical tensions will
accelerate the regional restructuring of the supply chain. Moreover,
the ongoing escalation of trade restrictions that Western countries
have imposed on China is driving the global textile supply chain
towards a trend of ‘regionalization and nearshoring”. Enterprises in
the industry are accelerating their expansion into Southeast Asia,
Africa and Latin America to build multi-hub production networks
that mitigate tariff risks and provide close proximity to end markets.
Having already established production layouts in China, Vietnam,
Europe and the Americas, the Group is well-positioned to capture
these opportunities and further expand its market share.

Second, environmental standards have become a basic requirement.
The phased implementation of the EU’'s Carbon Border Adjustment
Mechanism (CBAM) and the Corporate Sustainability Due Diligence
Directive (CSDDD) now requires companies to disclose product
carbon footprints, labor compliance and environmental standards.
These developments are accelerating the industry’s green
transformation, driving the adoption of recycled fibers and
low-carbon production processes, and promoting the establishment
of textile waste recycling systems.

On the demand side, domestic market is set to benefit from several
policy initiatives in 2026. The consumer goods trade-in program and
measures to increase the income of urban and rural residents
outlined in the government work report are expected to inject fresh
momentum into the textile and apparel market, supporting industry
recovery. Additionally, the report’s call to curb ‘“involutional”
competition through capacity adjustments and the phasing out of
outdated production aims to prevent low-value, redundant
construction and shift the industry’s focus from volume and price to
design, quality and innovation. This shift will help enterprises build
sustainable competitive advantages.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

In overseas markets, the recovery momentum is mild but still weak,
with growth momentum concentrated in high-end, sustainable and
functional products, while the mass fast fashion category is facing
weak consumption and inventory pressure. Markets in Europe and
the U.S. are transitioning from volume-driven growth to value-driven
growth, with eco-friendly products, small-order quick-response
(SOQR) capabilities and localized services becoming key competitive
factors, while demand for functional and smart textiles continues to
rise.

Overall, the global textile industry is entering a new phase in 2026,
characterized by structural reconfiguration and value upgrade, driven
by factors such as geopolitical volatility, intensifying green trade
measures, policy tailwinds in emerging markets, and the accelerating
adoption of smart manufacturing. Growth momentum is expected to
shift further toward emerging economies in Asia, Africa and Latin
America, while sustainability and technological innovation will
become central to corporate strategy.

The Group plans to advance its digital transformation in 2026 by
deepening the application of digital technologies in production and
supply chain management, with the aim of enhancing efficiency,
improving product quality and reducing costs. At the same time, the
Group will maintain a prudent approach to investment, restructuring
underperforming or low-margin assets and businesses to sharpen its
focus on core operations and reinforce its competitive position,
simultaneously driving proactive market expansion, aiming to forge
a new paradigm of dual-track synergetic transformation. Based on
current market conditions and excluding trading business volumes,
the Group expects to sell approximately 830,000 tonnes of yarn, 100
million meters of woven garment fabrics and 6,000 tonnes of knitted
garment fabrics in 2026.

Regarding new investments, the Group anticipates adding
approximately 100,000 spindles of yarn production capacity in
Vietnam in 2026 to further enhance the utilization rate of its
Vietnamese plants, thereby increasing the Group’s total yarn
production capacity to approximately 4.35 million spindles. In
response to the global low-carbon transition, the Group will
continue to invest in energy storage facilities and distributed
photovoltaic (PV) systems to reduce carbon emissions and energy
costs. As at the end of 2025, the Group had installed approximately
18TMW of distributed PV capacity at its domestic and overseas
factories, with plans to add approximately 20MW in 2026 to support
its environmental and sustainability objectives. Concurrently, the
Group will continue to pursue automation upgrades and smart
manufacturing initiatives to further improve production efficiency
and cost competitiveness.

With the strategies and business plans outlined above, the Group is
well-prepared to navigate market dynamics and capture emerging
opportunities, while leveraging its resources and production
capabilities to deliver long-term, stable value and returns for our
shareholders.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

FINANCIAL REVIEW
Sales

During the Year, the sales of the Group mainly comprised the sales
of yarns, grey fabrics, non-woven fabrics and garment fabrics. Yarns
continued to be the Group’s major product. Given the increase in
sales volume of yarns, the revenue of yarns in 2025 increased by
approximately 1.1% as compared to that of 2024. Analysis of the
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Group's sales by products is shown below.

RMB million
ARMEBT
18,000
16,000
14,000
12,000
10,000
18,109.4 17,909.0
8,000
6,000
4,000
2,000
o B 3000 2003 . 15713 . 15354 158.1 043
2025 2024 2025 2024 2025 2024 2025 2024
—BC-RE —ZECME —B-RF ZENE —BCRE —ZCME —B-FHF —T-NF
Yarns Fabrics Trading Non-woven fabrics
Wi TR R Y g% my
Yarns . Grey Woven garment Knitted garment Trading Non-woven
Wi fabrics fabrics fabrics 25 fabrics
2y TR SHaEE R 3 ogi)
Revenue
2025 2024 change
—E-EHF —E WA ZH)
RMB’000 RMB’000
ARMT T ARBTTT
Yarns Wi 18,109,376 17,908,950 1.1%
Grey fabrics b2l 299,927 409,291 -26.7%
Woven garment fabrics % B R 2,197,958 2,172,849 1.2%
Knitted garment fabrics F A mE R 328,585 551,559 -40.4%
Trading Z 5 1,571,334 1,535,359 2.3%
Non-woven fabrics ¥l 158,112 94,347 67.6%
Others H At 50,335 356,678 -85.9%
Total @t 22,715,627 23,029,033 -1.4%
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

FINANCIAL REVIEW (Continued)
Sales (Continued)

Sales Volume

HE

Bt %5 B B (4%)
HE (7

Yarns, Grey fabrics, Woven garment fabrics, Knitted garment fabrics and Non-woven fabrics

iR - B REEE - AN RESS

Tonne/Million metres/Million metres/Tonne/Tonne

W EEK BB

16.3%

S @
®Q &
@ S
S o
T4 80/0 i39 4% T75 9%
i o 2 81) E
=] =) ©
10.5% ° ol °
«©
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2025 2024 2025 2024 2025 2024 2025 2024 2025 2024
ZBoHEF T ONF SECDRF CTONE —B-HF —TONEF —B-HEF —TONF —BoHE T ONF
B Yarns [ Grey fabrics [ Woven garment B Knitted garment 8 Non-woven
“ig 7% fabrics fabrics fabrics

R E R FHE R =3 atinl
Sales Volume Selling price Gross profit margin
HE EE ESilk
2025 2024 2025 2024 2025 2024
“®-EF “To@F ZBRCEE —FCMF 0 CECREf CEOQNF
Yarns (Tonne/RMB per tonne) P/ ANREFE) 818,807 770,388 2117 247 14.2% 11.7%
Grey fabrics £ (BER/
(Millon metres/RMB per metre) ARBEK) 453 506 66 8! 8.8% 12.0%
Woven garment fabrics RERR (BEX/
(Million metres/RMB per metre) AREEX) 100.3 957 219 07 23.3% 19.5%
Knitted garment fabrics SHEmR (1
(Tonne/RMB per tonne) AREEB) 6,623 10926 49,613 50,481 -5.1% 8.1%
Non-woven fabrics EHH 08/
(Tonne/RMB per tonne) AREEE) 6,573 3736 24,055 2553 -82.7% -242%
The Chinese textile market is the Group’s major market, and REGET IS E A RBENEETS  EAKE

accounted for approximately 63.7% of our total sales of 2025. Due to
the significant increase in demand for textiles in overseas markets
compared with last year, the percentage for the Group's domestic
sales has decreased in 2025 compared with approximately 66.4% in
2024.

As at the date of this annual report, the Group has more than 5,000
customers. As the Group produces differentiated products, the
Group does not rely on orders from a particular customer. The top
ten largest customers of the Group only accounted for
approximately 16.1% of the total sales of the Group for the year
ended 31 December 2025.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

FINANCIAL REVIEW (Continued)

Gross profit and gross profit margin

For the year ended 31 December 2025, gross profit of the Group
increased from approximately RMB2,863.4 million for 2024 to
approximately RMB3,137.7 million for 2025. The overall gross profit
margin increased by approximately 1.4 percentage points to
approximately 13.8% as compared to that of 2024. In 2025, the
recovery of market demand for the textile industry led to an
increase in the sales volume and capacity utilization of the Group's
yarns and woven garment fabrics, coupled with the adoption of a
flexible raw material procurement strategy, driving the increase in

the Group's overall gross profit margin.

Cost structure

For the year ended 31 December 2025, cost of sales decreased by
approximately 2.9% to approximately RMB19.6 billion when
compared with 2024. Raw materials cost accounted for about 75.7%
of the total cost of sales of 2025. Cotton is our major raw material.

The breakdown of our cost of sales in 2025 and 2024 is shown

below:

Consumables
JHAEm
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Utilities
) KRt
7.6%

Depreciation
e

- _
Direct Labour
BEEIA

8.9%

Raw Materials

R
75.7%

2025

Selling and distribution costs

For the year ended 31 December 2025, the Group's selling and
distribution costs decreased by approximately 1.5% to approximately
RMB640.2 million when compared to that of 2024. This was mainly
attributable to the Group’s active expense control policy, as well as
the decrease in warehousing costs as a result of lower inventory

levels.

General and administrative expenses

For the year ended 31 December 2025, the Group's general and
administrative expenses amounted to approximately RMB1,126.0
million, which represented a decrease of approximately 2.0% when
compared with 2024, and accounted for approximately 5.0% of the
Group's revenue. This was mainly attributable to the Group's active
expense control policy, which resulted in a reduction in daily

administrative expenses.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

FINANCIAL REVIEW (Continued) B R (#2)
Cash flows BeReE
2025 2024
—EBC-RE —TmMF
RMB’000 RMB'000
AR®T ARBETF T
Net cash generated from operating activities KETEBSRSFE 4,304,363 4,480,352
Net cash (used in)/generated from investing BEEE (FTFE),/Fiis
activities ik (921,753) 535,306
Net cash used in financing activities %ﬂﬁ)ﬁ@ﬁﬁﬁfﬁi%’?%ﬁ (3,739,754) (4,320,426)
Effect of foreign exchange rate changes fEXRFHN T (35,470) 23,256
Cash and cash equivalents at end of the year RERHNEFE S RIACEBEY 2,487,669 2,880,283

For the year ended 31 December 2025, net cash generated from
operating activities of the Group amounted to approximately
RMB4,304.4 million, mainly attributable to the increase in operating
profit resulting from the improvement in the sales volume and
capacity utilization of the Group’s yarns and woven garment fabrics
in 2025, as well as the reduction in working capital occupation
through improved working capital efficiency. Net cash used in
investing activities amounted to approximately RMB921.8 million,
which was mainly applied to the renovation and upgrading of the
Group's yarn factory equipment, the construction in progress in
Vietnam and the investment in photovoltaic equipment. During the
Year, net cash used in financing activities amounted to
approximately RMB3,739.8 million, which was mainly used for the
repayment of bank borrowings by the Group to optimize the asset-
liability structure.

Liquidity and financial resources

As at 31 December 2025, bank and cash balances of the Group
(including pledged bank deposits) amounted to approximately
RMB2,495.4 million (as at 31 December 2024: RMB2,904.2 million).

As at 31 December 2025, inventories and trade and bills receivables
(including financial assets at fair value through other comprehensive
income) of the Group increased by approximately RMB201.6 million
to approximately RMB4,744.7 million and decreased by
approximately RMB201.9 million to approximately RMB1,577.7
million, respectively (as at 31 December 2024: approximately
RMB4,543.1 million and approximately RMB1,779.6 million,
respectively). Inventory turnover days and trade and bills receivables
turnover days were 85 days and 27 days, respectively, as compared
to 87 days and 29 days, respectively, for 2024. In 2025, benefiting
from a rebound in textile industry demand, the Group secured a
substantial order book and achieved robust sales, which accelerated
inventory turnover. At the same time, the Group did not relax its
credit control measures over its customers, ensuring prompt
payment collections. As a result, both inventory turnover days and
trade and bills receivables turnover days in 2025 decreased
compared to the last year.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

FINANCIAL REVIEW (Continued)
Liquidity and financial resources (Continued)

As at 31 December 2025, trade and bills payables (including supply
chain financing) of the Group decreased by approximately RMB282.5
million to approximately RMB2,715.4 million (as at 31 December
2024: RMB2,997.8 million). Trade payables turnover days were 53
days, as compared to 57 days for 2024. The decrease in trade
payables and the corresponding turnover days was mainly due to
the Group's early settlement of payments under letters of credit.

As at 31 December 2025, total bank borrowings of the Group
decreased by approximately RMB1,013.6 million to approximately
RMB5,381.9 million. Current bank borrowings decreased by
approximately RMB278.3 million to approximately RMB2,920.9
million, while non-current bank borrowings decreased by
approximately RMB735.3 million to approximately RMB2,461.0
million. The decrease in bank borrowings was mainly due to the
significant improvement in the Group's operating results, which
enabled the early repayment of bank borrowings to optimize the
asset-liability structure.

As at 31 December 2025 and 2024, the key financial ratios of the

Bt H BB (&)

REBESRMBEER(E)
R-ZZE-_AF+-_A=+—H AEENEH
BOREBFE (BREHEHERE)BIOAR
#2825 BT E M AR 271541 T (R=ZF =
FH+—A=+—8: AR¥200978ET) ' Ef
RIEEE X AR M _F = EEEIJZ%W
KXo BNAREREFERSRLEERZRAR
SEIRAGEEEHAEERATR

R-ZZE-_AF+-A=+—H AEEMNIRTT
BEBBRLHOARBEI0136ETEHNARE
538191B7L e MBIRITEER DL AR 2783
BITEHARKE292091870 © FERBIRITIEER
DEARETISBEITLEHNARE24610187T ©
RITEENRL I ERARNASELCEXER
ERACIEAEERTEBENEBLCLEERGELS
BATE -

R-E-_RAFER_FT_WNF+_A=+—H8"

Group were as follows: AEEZFEMBHLEERET :
2025 2024
—E_RE —E-UE
(restated)
(E751)
Current ratio mEN L 1.42 140
Debt to equity ratio’ BEEELE 0.53 0.68
Net debt to equity ratio? BEFEERL X 0.28 0.37
Gearing ratio® BEAGEHLE 0.48 0.52
! Based on total borrowings over total equity attributable to owners of ! BEEEERNUAQBHE AEL =B

the Company "

2 Based on total borrowings net of cash and cash equivalents and
pledged bank deposits over total equity attributable to owners of the
Company

3 Based on total liabilities over total assets

Borrowings

As at 31 December 2025, total bank borrowings of the Group
amounted to approximately RMB5,381.9 million, of which
approximately RMB3,597.5 million (66.8%) was denominated in
Renminbi (“RMB”), approximately RMB282.7 million (5.3%) was
denominated in United States dollars (“USS"), approximately
RMB1,140.1 million (21.2%) was denominated in Hong Kong dollars
("HKS$") and approximately RMB361.6 million (6.7%) was denominated
in Vietnamese Dong ("VND"). Such bank borrowings bore interest at
annual rates ranging from 1.12% to 5.20% (2024: 1.23% to 5.79%).
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

FINANCIAL REVIEW (Continued)
Borrowings (Continued)

As at 31 December 2025, current bank borrowings of the Group
amounted to approximately RMB2,920.9 million (as at 31 December
2024: approximately RMB3,199.1 million). The decrease in current
bank borrowings was mainly due to the improvement in the
Group's operating results, which enabled the effective reduction of
working capital levels and the repayment of short-term working
capital borrowings.

In respect of the Group’s borrowings, the Group has to comply with
certain restrictive financial covenants.

As at 31 December 2025, no bank borrowings were secured (2024:
bank borrowings of RMB200,000,000 were secured by export tax
rebates entitled to be collected).

Foreign exchange risk

The Group mainly operates in the PRC and Vietnam. Most of the
Group's transactions, assets and liabilities are denominated in RMB,
USD and HKD. Foreign exchange risk may arise from future
commercial transactions, recognized assets and liabilities and net
investments in relation to foreign operations. The Group’s exposure
to foreign exchange risk is mainly attributable to its bank
borrowings and payments for raw material procurement
denominated in USD and HKD. The Group manages its foreign
exchange risks by performing regular reviews and closely monitoring
its foreign exchange exposures.

To mitigate the depreciation risk of RMB, the Group has entered into
a certain amount of forward foreign exchange contracts and cross
currency swap contracts so that a significant part of its foreign
currency exposure is hedged.

Capital expenditure

For the year ended 31 December 2025, capital expenditure of the
Group amounted to approximately RMB1,165.1 million (2024:
approximately RMB834.3 million), which was mainly related to the
Group's investment in photovoltaic equipment, the renovation and
upgrading of yarn factory equipment and the construction in
progress in Vietnam during the Year.

Contingent liabilities

As at 31 December 2025, the Group had no material contingent
liabilities.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

FINANCIAL REVIEW (Continued)

Human resources

As at 31 December 2025, the Group had 24,656 employees (as at
31 December 2024: 26,655), of whom 14,215 were located at the
sales headquarters and production plants in Mainland China. The
remaining 10,441 employees were stationed in regions outside
Mainland China, including Vietnam, Turkey, the Americas, Hong
Kong, China and Macau, China. As at 31 December 2025, the Group
had a total of 11,814 female employees, representing 47.9% of the
total workforce. During the Year, total staff costs incurred by the
Group amounted to approximately RMB2.3 billion (2024:
approximately RMB2.3 billion).

The Group will continue to optimize its human resources structure
and offer competitive remuneration packages to employees with
reference to prevailing market conditions, the Group's performance
and individual merits, regardless of gender, race, age or religion. The
Group's success depends on its various functional departments
comprising skilled and motivated employees. As such, the Group is
committed to fostering a culture of learning and sharing within the
organization, and attaches great importance to personal training and
development of employees as well as team building.

Dividend

The Company has adopted a dividend policy to enable shareholders
to participate in the Company’s profit and allow the Company to
retain adequate reserves for future growth. Through a sustainable
dividend policy, the Board endeavours to strike a balance between
meeting shareholders’ expectations and maintaining prudent capital
management.

During the Year, the Group demonstrated robust operating
performance and maintained a healthy cash flow. However, to
effectively address the uncertainties in the international trade
environment, the Group intends to further reduce its debt levels in
order to lower operational risk while also reducing its financing
costs, thereby enhancing profitability. Accordingly, the Board
resolved not to declare any interim dividend in respect of the six
months ended 30 June 2025.

After the end of the financial year, for the same reasons mentioned
above with consideration of driving proactive market expansion, the
Board resolved to recommend no dividend be paid in respect of the
financial year ended 31 December 2025.

MATERIAL RISKS OF THE GROUP

The following are the key risks that we consider to be of great
significance to the Group in its current status. These risks may have
adverse effects on the Group’s business.

For the possible impact of each risk on the Group should it occur,
we have made a detailed description and set down corresponding
control measures and mitigation plans to manage the risks.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

MATERIAL RISKS OF THE GROUP (Continued)

The impact of risks relating to the business of the Group will change
over time. The size, complexity and coverage of our business and
the changing environment in which the Group operates also mean
that the list cannot be an exhaustive list of all material risks that

could affect the Group.
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Risk description

B g

Major control measures and risk mitigation

TEERERRERYR

Changes in risk
level from last year

BRAFEEFELE(L

Business concentration

ES 2 1

Product concentration: The Group has
established its market position as a manufacturer
of high value-added core-spun textile products
and core-spun yarn is the major earning source of
the Group. In the event of any change in fashion
trends, customers may prefer other textile
materials. Competition in such a market may also
intensify suddenly. If the Group fails to respond
to the change in a prompt and effective manner,
the profitability of the Group may be adversely
affected.

Geographical concentration: The Group has
several production bases located in Mainland
China, which is the major market of the Group
and, thus, the Group is subject to the economic,
political and social conditions and changes in
domestic demand for the products of the Group
in China.
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Enhance customer communication with an outstanding
marketing team to thoroughly and promptly understand
customer requirements

Step up cooperation with raw material suppliers and
monitor the market trend of change in new textile
materials

Boost investment in the research and development team
and improve product functionality and develop new
products in response to market demands

Explore downstream industries and increase the
proportion of downstream products

Continuously facilitate the development of import and
export business to tap into overseas markets

Promote diversified development in the industry so as to
survive under an adverse macro-environment, in view of
the fact that the textile industry is large in scale despite
its vulnerability to the economic and social environment
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Causes of the trend:

The uncertainties surrounding
the tariff policy of the United
States may intensify the
fluctuation in the export size
of domestic textile products
from the PRC

Geopolitics may result in
escalating international trade
barriers, which would unsettle
the international trade order
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

MATERIAL RISKS OF THE GROUP (Continued)

AEBENEXRR @)

Changes in risk

Risk description Major control measures and risk mitigation level from last year
2 B 1 4t TEERREREBRHR BRAFREFE(
Risk of fluctuation of cotton prices
BEERRBER
Cotton is the major production material of the Closely monitor the dynamics of cotton futures, as well as >
Group and the fluctuation of cotton prices may supply and demand balance and correlation in the spot Unchanged
not align with fluctuation of end-product prices market and hedge risks mainly through measures like
at all times. In the event of intense fluctuations maintaining stable procurement and inventory strategies
of cotton prices, the gross profit margin of the Expand the variety of the synthetic fiber category and
Group will be heavily affected. reduce the Group’s reliance on the cotton yarn products
RERKEETENEERK - RIEBHRHK EOEIREREYAARRETHRORTTERE >
HEETN - TERRERNERRYTLA Bl TENERRTENRERFERRSERRY  BEY
%o WERTEERBNKEY  $eHEEEE R
MEEREATE - BB ERmERE  REASEHRY mENK

78
Foreign exchange and interest rate risk
HNERFRER
Fluctuations in the exchange rate may result in Strengthen communication with financial institutions and ->
material losses on foreign exchange and affect market analysis institutions to understand the dynamics Unchanged
the raw material procurement costs and of the financial market and make specific adjustments to
financing costs of the Group. In the event of financing structure
intensified fluctuations in the USD/RMB exchange Increase loans in RMB to reduce the ratio of loans in USD
rate, the profitability of the Group may be subject to directly mitigate risks
to material uncertainties. Lock in foreign currency liability exposure, including

foreign liabilities arising from daily operations and
In the event of an increase in prevailing bank financing, using foreign exchange financial products,
interest rates, liabilities at floating rates may such as forward contracts and options
cause an increase in financing costs of the Closely monitor various important economic data
Group. published by the People’s Bank of China and the Federal

Reserve and keep abreast of their interest rate policies

Obtain quotations for interest rate swaps from financial

institutions regularly and utilize financial instruments in a

timely manner to switch from floating to fixed interest

rates
EXREBAIRENENINERL  YEXEE MERSHEBRTEINTRENER  BEREET <>
MRBRBR A RBERA - HEET/ A HEA - HEMNARRMEER B

REMEXLE NG - AEEE BTN
BEEREATHES -

fAERITRITAE LI FBEENRERE
BYREEREKAEM

BMARBEFNBEZTER LY - EREERR
MREHAH  HESNESRERRHEIFERE
MO BREREENIEAERBENKEE
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

MATERIAL RISKS OF THE GROUP (Continued)

AEENEXRR @)

Risk description

B g

Major control measures and risk mitigation

TEERERRERYR

Changes in risk
level from last year

BRAFEEEE(L

Financing risk

MERR

The business scale of the Group is relatively large,
meanwhile, it seizes the opportunities to increase
its investment with higher financing needs. In the
event that the financial institutions which provide
the existing financing cease to offer such financing
to the Group or banking facilities on similar terms
and the Group fails to obtain alternatives, the
Group may not have sufficient funds for its
commitment of capital projects which may restrict
or hinder the business operations of the Group. In
the event that the operating environment
deteriorates, this may even affect the operations of
the existing business of the Group.

TEEXBREBA A0 lE—Like
BIRE  ARROBERE - WARMRE
BENSREEFLAAEBREAERER
BUGRORITRE - MARETRER R
MBS AARER RS ENNESAR
ERRERA - Wil AT seR G AR A& B
EBEE - ERERRRL  REURTED

AEERAXHNEE

Improve transparency to enhance banks' understanding
of the Group's operations and maintain a good working
relationship between the Group and financial institutions
Monitor various financing indicators in real-time and
provide timely alerts to prevent any breach

Diversify the portfolio of financial institutions and
financing products

Maintain a reasonable maturity profile by allocating
financing across different tenors

BEFTHNEEETHRRRNERAR - #EHA
SEERERENSERE
ERERRARERS NIRRT BREREST
EH)

BNBERBNREERAANS R
SEEETRHRNRE  REREXALBERR
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Causes of the trend:

With significant improvement
in the Group's operating
results, the operational risk has
been reduced

Measures are actively taken to
control working capital and to
reduce the level of liabilities

\4
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

MATERIAL RISKS OF THE GROUP (Continued)

AEBENEXRR @)

Risk description

B gt

Major control measures and risk mitigation

TEERERNERYR

Changes in risk
level from last year

BRAFEEFELE(L

Customer credit management risk

RFEREERR

The Group focuses on producing a wide range of
products and does not rely on any single
individual customer. The Group works with more
than 5,000 customers with a large and
geographically diversified customer base.
Continued growth in business volume and
business types lead to increasing total receivables.

FEBNEESASENERREH - TEA

RRE—FP - AREHER RS 000%K © &

PR%RitED ﬁ”% - XBEREHELD
BV EGECE I

Monitor and evaluate credit terms granted to customers
reqularly

Monitor the receivables status in real-time and provide
alerts for overdue receivables and receivables from
customers with abnormal business operations

Closely monitor market dynamics and operation of
customers to devise a plan for customer visits and obtain
the latest customer information

Enhance the customer reconciliation system

Adopt receivables collection status as a criterion for staff
performance assessment to promote staff members'
awareness of payment collection

Arrange export credit insurance for all newly onboarded
overseas customers

ERRTEHTEEFPAES

EREBEREGER  HEHUAREREERRNE
ﬁ%ﬁ%% LETTRERR
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HRAERRAENENEPOIEL OERRR

9l

t

Causes of the trend:

t

The growth in export business
requires the Group to invest
more resources in managing
and monitoring the
receivables of overseas
customers

The intensified competition
within the textile market in
Mainland China has increased
the operational risks of
customers

Geopolitical  conflicts have
disrupted the international
trade order, resulting in an
unstable global trade
environment
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

MATERIAL RISKS OF THE GROUP (Continued)

AEENEXRR @)

Risk description

B g

Major control measures and risk mitigation

TEERERRERYR

Changes in risk
level from last year

BERATREFE{

Product liability risk
EmEERR

The Group offers a wide range of products and
its portfolio is ever-expanding, creating a huge
risk of product liability for the Group. Although
the Group has not suffered any material losses
from product liability claims, there have been
individual claims from customers in respect of
product quality.

TEEERmELS  BHmEREEN 4
AEBERIIFRTEANAR - #ALE
ERAREREEERAENEREL  ERE
ERPHREREENERRR SN -

Tax risk

R ER

The Group's business presence spans various
countries and regions, including Mainland China,
Hong Kong, Macau, Vietnam, Turkey and the
Americas. In the course of tax planning and daily
operations, we are subject to the following tax
risks:

Risk of tax non-compliance caused by
misunderstanding of regional tax policies

The interpretation of tax policies and the
legal conformity of tax planning must be
confirmed by the tax administration
authority. In the course of such
confirmation, the enforcement of tax
administration may vary

AEERNKERSAETEAY B R
P88 tEERENSSERRMLE -
ERBEARATERBRET  RMARAT
R EE :
HiEERERRERERMELN
RERRR
RERRBREEREEINSEUR
BRIABBIBRHBIIOERD - £E—
RBRT - BBTRATELRRE

Increase efforts on quality control and devise
improvement solutions for quality fluctuation

Control the production process using state-of-the-art
measurement equipment and online quality control
system

Increase production technology training for staff members
and enhance responsibility awareness of plant
production staff and management members at each
level

Actively communicate with customers regarding product
liability incidents and coordinate for resolution and hold
relevant staff accountable internally

%KE%%%ﬁEﬁﬂﬁﬁﬁmgiﬁ@ﬁﬁ&ﬁﬂ
MAZENRAGSREGEEEHRG  HERE
ERBIZETEN

BMETAERMMNEN  REIMEEABRER
BEABHNELEH
REREASHETFREER  BARE HRE
RABAREL

Engage financial officers familiar with local tax policies and
regulations to conduct tax accounting and handle
government tax inspections

Engage professional local tax consultation institutions for
consultations on tax compliance advice, tax incentive
policies and tax preparation solutions

Liaise with local tax authorities frequently to have a
thorough understanding of changes in tax policies and
policy interpretation, thereby reducing risks of tax non-
compliance and enforcement of tax administration

ERATEMHBRR AR BARETRER
8 RYBRRERE
EFEHEXORBAARBETREORRZE B
BRBBRARNBEI S REH
BENHEREZTAR 2AZERBRREPR
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Causes of the trend:

Intensifying tax regulations in
various countries and regions
Increasing international coverage
of operation presence, which
highlights overseas tax risks

The implementation of the
global minimum tax rate
jointly advocated by the OECD
countries around the world
will increase our tax burdens
and risks
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

MATERIAL RISKS OF THE GROUP (Continued)

AEBENEXRR @)

Risk description

BB

Major control measures and risk mitigation

TEERERRERYR

Changes in risk
level from last year

BBAKFRELFE{E

Legal and other regulatory risk

HERRAMEERR

As a listed company on the Stock Exchange, the
Group must comply with the SFO and the Listing
Rules as well as the laws and regulations in
places which the Group operates in. As the social
and economic environment evolves, many
countries and relevant authorities continue to
promulgate and update laws and regulations
governing economic matters, such as corporate
governance, overseas investment, commerce, tax
and trade. The introduction or amendments of
these laws and regulations may adversely affect
the business and prospects of the Group.

REBIER— AN LM AR - LAET
EHRBEEDIN LRI RAREE 2R
EMAERER RELEEBERANE
b SEUREEREE TR ERARE
RBIRE BE RERESSEERS
HERRER - BLERREROMERER
DR EHAREXBRASERRATE -

Energy supply risk
RO B B

The Group's production process consumes a large
amount of electricity and electricity shortages
may adversely affect the operation of production
facilities of the Group.

TEERREBRETRANENE N ENH
ERRAEHARELERBNEZEXTH
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Engage qualified legal advisors or consulting firms to
review and provide advice on relevant documents to
ensure legal compliance

The company secretary is responsible for offering advice
to the board of directors and board committees in
respect of the latest legal, regulatory and governance
matters and ensuring their awareness of such matters

EEAARNZRBNIAARBEENAEXELR
HER  BREWERAREX

REANERENERGRESRRERSHINER
EERERSERMERNEREMNEEZSEE

Equip production factories subject to potential electricity
shortages with generators to minimize the duration of
any electricity shortage

Carry out technical retrofits on equipment to reduce
energy consumption

Liaise with the government to seek a permit for
uninterrupted electricity supply
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Unchanged
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Causes of the trend:
The Group's photovoltaic
equipment came into full
operation in 2025, which can
stabilize the Group's energy
supply and effectively reduce
its energy costs

\4
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

MATERIAL RISKS OF THE GROUP (Continued)

AEENEXRR @)

Risk description

R g

Major control measures and risk mitigation

FTEERERRERYR

Changes in risk
level from last year

BERAFRELFE{E

Human resources risk

ANERER

The Group operates in a labour-intensive industry.
While our new plant, with more advanced
production facilities, has helped to reduce our
deployment of labour force to a certain extent, our
need for manpower remains relatively high
compared to some other industrial segments. If we
experience any labour shortage or technical
inadequacy of our labour force, the utilization
efficiency of our production facilities will be
impaired, and our profitability will be affected as a
result.

The Group has been expanding its operations
abroad. The cultural difference between our
foreign and Chinese employees may bring risk to
the normal operation of our Company.

TEEFRTEASPRELIE  BAHT
Bk TERTENTERE A TREL
RETSHNNRA  ERBLEMITE Y
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FEBSMEETHEA 508 TRERE
BT ZETHALENESEHERA,
e

Efficiently implement a performance-based piece-rate
system, reflecting the principle of "better reward comes
with greater contribution”

Expand the scope of staff training to ensure every
employee has efficient working capability

For decisions related to employees, prepare contingency
plans in advance and resolve any issues promptly
Address issues concerning the conditions of our canteen
and staff quarters, enhance the quality of our employees’
livelihood, and improve our logistics support services
Train and improve the management capability of our
management staff, carry out activities to improve
employee quality, strengthen the sense of belonging and
honour of our staff

Improve staff retention through maintaining and
expanding our presence in the locality

Reduce reliance on labour through intelligent
transformation of existing equipment

BRRRENGH BRIZ556G]0RA

BABIEIIEE &5 1% IHAGBRSRNIIE
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

MATERIAL RISKS OF THE GROUP (Continued)

AEBENEXRR @)

Risk description

BB

Major control measures and risk mitigation

TEERERRERYR

Changes in risk
level from last year

BBAKFRELFE{E

Environmental protection compliance risk

RREKEAR

The Group's production process is subject to
environmental protection laws and regulations in
various countries and territories. The Group has not
been subject to any fines or penalties concerning
environmental pollution in the past. However,
there can be no assurance that governments of
various countries and territories will not introduce
new laws and regulations to impose stricter
control on environmental pollution in the future.

Changes in existing environmental protection laws
and regulations may require the Group to incur
substantial expenditure to upgrade the
environmental protection rating of its existing
environmental protection facilities and the
profitability of the Group may be adversely
affected.

rEBLERRBETRARMERNRERE
ERRIED - REBEREYL BRRRISRM
RERLFUEE - BERETRESE SR
BRTERAR&SIARBBEHNRRD RO
B RS -

RERRERRKIIHREE A< ARE
EERANRAS - WRTERBRERER
MERRER - AEENBMEEN TR TN
o,

Carefully select our suppliers, enter into supply
agreements with suppliers which guarantee the raw
materials supplied are in compliance with environmental
protection standards (in particular dyestuff and
chemicals)

Establish an internal factory inspection system and
procedures based on regular core environmental
protection indicators for products, set up a strictly
reqgulated management system and strictly implement it
Pay attention to changes in environmental regulations,
ensure new factories operating in strict compliance with
any new regulations and existing factories actively
transforming and upgrading their facilities in order to
meet environmental protection standards
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CORPORATE GOVERNANCE REPORT

The Group is committed to maintaining a high level of corporate
governance with an emphasis on the principles of transparency,
accountability and independence. The Board believes that good
corporate governance is essential to the success of the Group and
the enhancement of shareholders’ value.

CORPORATE GOVERNANCE CODE

During the Year, the Company had complied with the then
applicable code provisions of the CG Code set out in the Listing
Rules.

THE BOARD

The Board is collectively responsible for the Company's
management, operations and decisions. The Board currently
comprises six Directors and its composition is set out as follows:

Executive Directors:

Hong Tianzhu (Chairman)
Zhu Yongxiang (Vice Chairman and Chief Executive Officer)
Ye Lixin

Independent non-executive Directors:

Professor Tao Xiaoming
Professor Cheng Longdi
Shu Wa Tung, Laurence

Biographical details of the Directors are set out in the “Directors and
Senior Management” section on pages 69 to 71. There was no
relationship (including financial, business, family or other material/
relevant relationship) among members of the Board.

INEDs play a significant role in the Board by virtue of their
independent judgment and their views carry significant weight in
the Board's decision. In particular, they bring an impartial view to
bear on issues of the Company’s strategy, performance and control.
All INEDs possess extensive academic, professional and industry
expertise and management experience and have provided their
professional advice to the Board. INEDs can provide independent
advice on the Company's business strategy, results and
management so that all interests of shareholders can be taken into
account, and the interests of the Company and the shareholders
can be protected.

Each INED shall inform the Company as soon as practicable if there
is any change of circumstances which may affect his independence.
None of the INEDs has informed the Company that there is any
change of circumstances which may have affected his
independence during the Year.
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CORPORATE GOVERNANCE REPORT (CONTINUED)

THE BOARD (Continued)
Independent non-executive Directors: (Continued)

The Nomination Committee has assessed the independence of each
INED based on the criteria set out in Rule 3.13 of the Listing Rules,
and the Board and the Nomination Committee consider that all the
INEDs are independent.

Currently, none of the INEDs, individually, holds directorships in
seven or more listed public companies (including the Company).

Each of Professor Tao Xiaoming and Professor Cheng Longdi has
served the Board for more than 9 years. The Nomination Committee
evaluated the performance and professional qualifications of each
long serving INED and considered that each of them has made
valuable contributions to the Company and has demonstrated his
abilities to provide an independent, balanced and objective view to
the Company'’s affairs. Furthermore, since their appointments, each
long serving INED has remained independent of the management of
the Group and free of any relationship which could materially
interfere with the exercise of his independent judgment.

The Company has adopted the following mechanism ensuring
independent views and input to the Board:

(@) the Company has three INEDs representing more than
one-third of the Board;

(b) at least one of the INEDs has appropriate professional
qualifications or accounting or related financial management
expertise under Rule 3.10 of the Listing Rules;

(0 the chairman of the Board meets with the INEDs regularly
without the presence of the other Directors to discuss matters
relating to the Group; and

(d)  Directors may seek advice from external independent
professional advisors at the Company's expense to perform
their duties.

The Board has conducted the review of the implementation and

effectiveness of the above mechanism for the Year, and concluded
that such mechanism was implemented effectively.
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CORPORATE GOVERNANCE REPORT (CONTINUED)

THE BOARD (Continued)

The Board meets regularly to discuss the overall strategy as well as
the operation and financial performance of the Group. Directors may
participate either in person or through electronic means of
communication in accordance with the articles of association of the
Company. Further, they have independent access to the senior
management in respect of operational issues. During the Year, six
Board meetings and one general meeting were held and attendance
of each Director at the Board meetings and the general meeting is
set out as follows:

B899

EZeTHAHER  ImAREZ ERBRAE
AR e BRI BRR - REARAEEHEIZAN
A BEF2ARGFHEFHEBETFARATALR
o fpih WERBUREHREEREBITE
BEMEEAR -NERN BRI AREES
EFL-ABRERRE  REFHFEFSEH
MERAGZIERENMT :

Number of Number of
Board meetings general meetings
attended/held attended/held
]2 i) HE BT
ESEERAY REAERE
Executive Directors: HITES :
Hong Tianzhu (Chairman) HERG(EE) 6/6 1/1
Zhu Yongxiang (Vice Chairman and Chief KK ¥E (BIEEFTBARE,) 6/6 Il
Executive Officer)

Ye Lixin B 6/6 1/1

Independent Non-Executive Directors: BV FHTES:
Shu Wa Tung, Laurence EFHEER 6/6 1/1
Cheng Longdi EIER 5/6 1/1
Tao Xiaoming b & AA 6/6 Il

The Board is collectively responsible for long-term success of the
Group and interests of shareholders. Under the leadership of the
Board chairman, the Board actively promotes the success of the
Group by directing and supervising its affairs in a responsible and
effective manner. The principal responsibilities of the Board include,
but are not limited to the following:

(@) to formulate, update and refine the Group’s strategy and
business objectives;

(b)  to approve the Group's financial statements, applicable results
announcements and any other related documents;

(c)  to approve any material and other transactions in accordance
with the Listing Rules and other regulations;

(d)  to oversee relationships between the Group’s management
and stakeholders;

(e)  to ensure the effective communication with the shareholders
of the Company; and

) to ensure appropriate and adequate disclosure and reporting
in corporate communication documents.
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CORPORATE GOVERNANCE REPORT (CONTINUED)

THE BOARD (Continued)

In addition to the individual Board committees established to assist
the full Board in specific areas as discussed below, the
responsibilities for implementing the Company’s strategies and
objectives, and day-to-day management of the Group’s business
operations are delegated to the management team. The Board does
not delegate matters to management team to an extent that would
significantly hinder or reduce the ability of the Board as a whole to
perform its functions. The Company has formulated the functions
reserved to the Board and those delegated to management, and
management are aware of the matters needed to report back and
obtain prior Board approval before making decisions or entering into
any commitments on the Group’s behalf.

Board meetings are scheduled to be held at approximately quarterly
intervals and as required by business needs. Sufficient notice of not
less than 14 days’ notice of a Board meeting is normally given for
regular meeting to all Directors, and reasonable notice would be
given in case of other Board meetings. All Directors have the
opportunity to include matters for discussion in the agenda. The
company secretary assists the chairman of the Board in preparing
the agenda for meetings and ensures that all applicable rules and
regulations are complied with. The agenda and the accompanying
Board papers are normally sent to all Directors at least three days
before the intended date of a regular Board meeting (and so far as
practicable for other Board meetings). Draft minutes of each Board
meeting are circulated to all Directors for their comment (before
sign-off) within a reasonable time after the meetings. All minutes are
open for inspection at any reasonable time on reasonable notice by
any Director.

Every Director is entitled to have access to Board papers and related
materials and has access to the advice and services of the company
secretary. The Board and each Director also have separate and
independent access to the Company’s senior management. Directors
will be continuously updated on the major development of the
Listing Rules and other applicable regulatory requirements to ensure
compliance and upkeep of good corporate governance practices. All
Directors can retain independent professional advisors if necessary,
at the Company's expenses. Where queries are raised by Directors,
actions will be taken by the Company to respond as promptly and
fully as possible.

Ms. Ng Sau Mei, an external service provider, is the company
secretary of the Company. Her primary contact person at the
Company is Mr. Hong Tianzhu (an executive Director and chairman
of the Board). During the Year, Ms. Ng has duly complied with the
relevant professional training requirement under Rule 3.29 of the
Listing Rules.
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CORPORATE GOVERNANCE REPORT (CONTINUED)

CORPORATE GOVERNANCE FUNCTION

For the purpose of enabling long term success of the Group and
enhancing shareholder value, the Board develops the culture, sets
the overall strategy and directs the affairs of the Group, as well as
supervises management and ensures good corporate governance
policies and practices are implemented within the Group.

In the course of discharging its duties, the Board acts with integrity
and in good faith, with due diligence and care, and in the best
interests of the Company and its shareholders as a whole.

The Board is responsible for performing the corporate governance
duties, and the relevant duties include:

(@)  to develop and review the Company’s policies and practices
on corporate governance;

(b)  to review and monitor the training and continuous professional
development of Directors and senior management;

(c)  to review and monitor the Company’s policies and practices
on compliance with legal and regulatory requirements;

(d) to develop, review and monitor the code of conduct and
compliance manual (if any) applicable to employees and
directors; and

(e)  to review the Company's compliance with the CG Code and
disclosures in the Corporate Governance Report.

DIRECTORS’ CONTINUOUS PROFESSIONAL
DEVELOPMENT

To facilitate fulfillment of directors’ duties and obligations, training is
provided for Directors to keep abreast of relevant knowledge and
skills on an ongoing basis. The Company is responsible for arranging
and funding suitable training, and continuously updates Directors on
the latest developments regarding the Listing Rules and other
applicable regulatory requirements, to ensure compliance and
enhance their awareness of good corporate governance practices.

EREERMEE

BB HFEEMREREKN RIBARREE
BEERRAEELELE L BT RER
W RALEEHELES  YEEERE
BRAAEENETRIFNCEECRERT
1o

RETERENRE EF@RABEREHN
PPEOTBHREE - WARRE REBRRNE

BREMDZFKE -

EXERARTEXRERRE  MARBES
EEE

@ BRI R ARRAELEERT EHAK
RRER

b)) BELERBEERSNEEABNZI
REFEEEER

© BERERARREETEEREER
FETEEER ME AR

d) HIFT R RERERRNEE RESENT
RERREHRFME) &

© BMEARBREREATINETER
EREREARETHRE -

EECHEBEEREE

R EERITRBNEME EFRLHES
BIIAREER BB L - AARIEE
ZRHEENEILREERLE  MFERE
SREAHLMARIMEGEREERTE LR
MERGR  NEREFETZSRANES
HEURFEEERRRZEH -

2025 ANNUAL REPORT —Z-HAEFH 33



eRELGEE (|
CORPORATE GOVERNANCE REPORT (CONTINUED)

DIRECTORS’ CONTINUOUS PROFESSIONAL EECRHEBEEERE #)
DEVELOPMENT (Continued)

Details of training received by the Directors during the Year are set EERFREINEIFEHINT
out below:

Roles, functions
and
responsibilities
of the board,

committees, Listed issuers’ Risk Industry
directors and obligations and Corporate management  developments,
board directors’ governance and and internal  business trends Total no. of
effectiveness duties ESG matters controls  and strategies hours
Exe-ZE8%
RESHAG. LWHTAWH SEERN TEBR
BREREAN BENESH BSR HER EREER xBEg
Ezauw BE EREE AR B RE® BEY
Executive Directors:
HiTES:
Hong Tianzhu (Chairman) B: 0.2 B:03 B:08 B:0.2 A 20 115
HRR(ZE) C:20 C:20 €20 €20
Zhu Yongxiang (Vice Chairman and Chief Executive B: 0.2 B:03 B: 08 B:0.2 A:0.2 15
Officer) C20 C20 C20 20
KK (B EFTHAER)
Ye Lixin B:02 B:03 B:03 B:0.2 A 20 115
vk G20 C:20 G20 G20
Independent Non-Executive Directors:
BYFHTES:
Tao Xiaoming B:02 B:03 B:03 B:0.2 A 20 115
F H oA C:20 C:20 €20 C:20
Cheng Longdi B:02 B:03 B:03 B:0.2 A 20 115
(Ed 354 G20 C:20 G20 C:20
Shu Wa Tung, Laurence B: 05 B: 08 B: 1.0 B:0.2 A 20 125
HER C:20 C:20 €20 €20
A:Internal training via briefing by management. A BIEEGHREAMNATLE -
B:  External training by consultants or legal professionals. B: HMEMSVAEZEATREMINGE -

C: Selfstudy via reading of guidance materials, newsletters, C: BEBEEIESIME - B - B &
consultation papers, requlators’ reports and press releases. EMBERERTEROERAE -
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CORPORATE GOVERNANCE REPORT (CONTINUED)

COMPLIANCE WITH THE MODEL CODE FOR
SECURITIES TRANSACTIONS BY DIRECTORS

The Company has adopted a code of conduct regarding the
Directors’ securities transactions on terms no less exacting than the
required standard set out in the Model Code set out in Appendix C3
to the Listing Rules. Our management’s dealings in the Company’s
securities are also subject to the code of conduct for those who
have access to potential inside information. After specific enquiry
made by the Company, all of the Directors confirmed that they had
complied with the required standard set out in the Model Code and
the code of conduct regarding the Directors’ securities transactions
during the Year. During the Year, no incident of non-compliance
with the code of conduct regarding the Directors’ securities
transactions was noted by the Company.

ROLES OF CHAIRMAN AND CHIEF EXECUTIVE
OFFICER

Code provision C.2.1 of the CG Code stipulates that the roles of
chairman and chief executive officer should be separated and should
not be performed by the same individual.

Mr. Hong Tianzhu is the chairman of the Company. Mr. Zhu
Yongxiang is the vice chairman and the chief executive officer of the
Company.

TERM OF APPOINTMENT OF INDEPENDENT
NON-EXECUTIVE DIRECTORS

Each of Professor Tao Xiaoming, Professor Cheng Longdi and
Mr. Shu Wa Tung, Laurence has been appointed as an INED for an
initial term of one year commencing from their respective date of
appointment as an INED renewable automatically for successive
term of one year each commencing from the next day after the
expiry of the then current term of appointment, unless terminated
by not less than three months’ notice in writing served by either the
INED or the Company expiring at the end of the initial term or at
any time thereafter. All INEDs are also subject to retirement by
rotation and eligible for re-election in accordance with the articles of
association of the Company.
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CORPORATE GOVERNANCE REPORT (CONTINUED)

REMUNERATION OF DIRECTORS AND SENIOR
MANAGEMENT

The Company has adopted a directors and senior management
remuneration policy to maintain fair and competitive packages of
the Directors and senior management based on the business needs
of the Group and industry practice. For determining the
remuneration packages of each Director and senior management,
market rates and factors such as individual workload, duties and
required commitment are taken into account (including their
individual performance or the performance of the respective
department(s) and business unit(s) that they are in charge). In
addition, factors comprising economic and market situations,
individual contributions to the Group’s results and development as
well as individual's potential are considered when determining the
remuneration packages of Directors and senior management. At the
same time, remuneration levels shall be sufficient to attract and
retain Directors and senior management to run the Group
successfully without paying more than necessary.

The Company has adopted the model ascribed in code provision
E.1.2(q)(ii) of the CG Code, whereby the Remuneration Committee
makes recommendation to the Board on the remuneration packages
of individual executive Directors and senior management. The
Remuneration Committee is also responsible for making
recommendations to the Board on the remuneration packages of
INEDs.

Annual discretionary bonus of executive Directors and senior
management shall be determined with reference to the
performance of the respective department(s) and business unit(s)
that they are in charge of (including but not limited to key
performance indicators) and their individual performance, and shall
be approved by the Remuneration Committee.

The Remuneration Committee shall approve equity-based
remuneration based on the individual performance and business
objectives of executive Directors and senior management with the
goal of maximising long-term shareholder value, and grant share
options and share awards in accordance with the Company’s share
option schemes and share award schemes as appropriate (if any).

No Director takes part in any discussion of his own remuneration.
Directors will abstain from voting in the resolutions in relation to
their individual remuneration in relevant Board or Remuneration
Committee meetings.

The Remuneration Committee regularly reviews the implementation
and effectiveness of the directors and senior management
remuneration policy to ensure that the policy remains relevant to
the Company’'s needs and reflects both current regulatory
requirements and good corporate governance practice, and also
discusses and considers any revisions that may be required.
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CORPORATE GOVERNANCE REPORT (CONTINUED)

REMUNERATION OF DIRECTORS AND SENIOR
MANAGEMENT (Continued)

The Remuneration Committee has conducted the review of the
implementation and effectiveness of the directors and senior
management remuneration policy for the Year, and concluded that
the policy was implemented effectively.

Particulars regarding Directors’ remuneration and the five highest
paid individuals as required to be disclosed pursuant to Appendix
D2 to the Listing Rules are set out in notes 39 and 8, respectively, to
the financial statements.

BOARD COMMITTEES

The Board delegates its powers and authorities from time to time to
Board committees in order to ensure operational efficiency and
specific issues are handled with relevant expertise. The Board has
established the Audit Committee, the Remuneration Committee, the
Nomination Committee and the ESG Committee, each of which has
its specific written terms of reference (subject to review from time to
time).

Before a committee meeting starts, all members of the committee
shall declare their interests (including the interests of their
associates) in respect of the matters to be discussed and/or the
resolutions to be approved during the meeting in accordance with
the articles of association of the Company and/or the Listing Rules.
In case a member of the committee (or his associate) has a material
interest in a matter to be discussed and/or a resolution to be
approved during a meeting, the member shall abstain from voting
in the resolutions.

The Board committees are provided with sufficient resources to
perform their duties and are able to seek, at the Company’'s
expenses, independent professional advice as necessary. The
committees are able to invite relevant personnel within the Group
to attend meetings, and to obtain any information that they require
from any other committees and/or departments, if they consider
necessary, in order to perform their duties. The committees may
invite external advisers with relevant experience and expertise to
participate and attend committee meetings as and when necessary.

Audit Committee

The Audit Committee has been established since November 2004,
and the committee currently comprises all INEDs, namely Professor
Tao Xiaoming, Professor Cheng Longdi and Mr. Shu Wa Tung,
Laurence. The chairman of the Audit Committee is Mr. Shu Wa Tung,
Laurence, an INED with appropriate professional qualifications or
accounting or related financial management expertise as required
under the Listing Rules. The terms of reference of the Audit
Committee are in line with the code provisions of the CG Code.
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BOARD COMMITTEES (Continued)
Audit Committee (Continued)

The major roles and functions of the Audit Committee are:

(@

38

to be primarily responsible for making recommendation to the
Board on the appointment, reappointment and removal of the
external auditor, and to approve the remuneration and terms
of engagement of the external auditor, and any issues related
to the resignation or dismissal of that auditor;

to review and monitor the external auditor's independence and
objectivity and the effectiveness of the audit process in
accordance with applicable standards;

to discuss with the auditors the nature and scope of the audit
and reporting obligations;

to develop and implement policy on the engagement of an
external auditor to supply non-audit services;

to monitor integrity of the Company’s financial statements and
annual report and accounts, half-year report and, if prepared
for publication, quarterly reports, and to review significant
financial reporting judgements contained in them;

to review the Company'’s financial controls, risk management
and internal control systems;

to discuss with the management the risk management and
internal control systems and ensure that management has
discharged its duty to have effective systems;

to consider major investigation findings on risk management
and internal control matters as delegated by the Board or on
its own initiative and management’'s response to these
findings;

to review the Group's financial and accounting policies and
practices; and

to review the external auditor's management letter, any
material queries raised by the auditor to management in
respect of the accounting records, financial accounts or
systems of control and management’s response.
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BOARD COMMITTEES (Continued)
Audit Committee (Continued)

The Audit Committee shall meet at least twice a year. Three

EEZ89 @)
BREER (H)

ENZERBFAEY

CBHRMAEE - FRE

committee meetings were held during the Year and the attendance BOI=ZREEEEH MENEZLEBRH
of each member is set out as follows: AT

Number of

committee

meeting

attended/held

HEBITER

Committee members ZEERE EERBZRHE

Shu Wa Tung, Laurence (Committee chairman) HER(ZE2FE) 3/3

Tao Xiaoming M E A 3/3

Cheng Longdi TRER 3/3

During the Year, the Audit Committee had performed the work as
summarised below:

U]

(in

(iff)

(iv)

(vi)

(vii)

(viii)

reviewed and considered the annual results of the Group for
the year ended 31 December 2024 for the approval by the
Board;

reviewed and considered the interim results of the Group for
the six months ended 30 June 2025 for the approval by the
Board;

approved the external auditor's engagement terms, scope, plan
and fees of the annual audit;

met with the external auditor and discussed their major
findings in the annual audit;

reviewed the reports prepared by the external auditor relating
to the annual audit;

considered recommendation of the re-appointment of external
auditor for shareholders’ approval in the annual general
meeting of the Company;

met with external auditor in the absence of management to
discuss matters relating to issues arising from audit and other
matters the auditor raised; and

assisted the Board in the annual review of the effectiveness of
the risk management and internal control systems.
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BOARD COMMITTEES (Continued)

Remuneration Committee

The Remuneration Committee has been established since November
2004, and the committee currently comprises three INEDs, namely
Professor Tao Xiaoming, Professor Cheng Longdi and Mr. Shu Wa
Tung, Laurence. The chairman of the Remuneration Committee is

Mr.

Shu Wa Tung, Laurence. The terms of reference of the

Remuneration Committee are in line with the code provisions of the
CG Code.

The major roles and functions of the Remuneration Committee are:

(a

40

to make recommendations to the Board on the Company's
policy and structure for all Directors’ and senior management
remuneration and on the establishment of a formal and
transparent procedure for developing remuneration policy;

to review and approve the management’s remuneration
proposals with reference to the Board’s corporate goals and
objectives;

to make recommendations to the Board on the remuneration
packages of individual executive Directors and senior
management, including benefits in kind, pension rights and
compensation payments (including any compensation payable
for loss or termination of their office or appointment);

to make recommendations to the Board on the remuneration
of non-executive Directors (including INEDs);

to consider salaries paid by comparable companies, time
commitment and responsibilities and employment conditions
elsewhere in the Group;

to review and approve compensation payable to executive
Directors and senior management for any loss or termination
of office or appointment to ensure that it is consistent with
contractual terms and is otherwise fair and not excessive;

to review and approve compensation arrangements relating to
dismissal or removal of Directors for misconduct to ensure
that they are consistent with contractual terms and are
otherwise reasonable and appropriate;

to ensure that no Director or any of his associates is involved
in deciding his own remuneration; and

to review and/or approve matters relating to share schemes
under Chapter 17 of the Listing Rules.
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BOARD COMMITTEES (Continued)
Remuneration Committee (Continued)

The Remuneration Committee shall meet at least once a year. Two
committee meetings were held during the Year and the attendance

BEEZESH)
FMEEE(E)
FTHNEESEFAEZLBER—REH - FAE

= A A 2

BITMAZEGEH MEKBZHERRE

of each member is set out as follows: AT
Number of
committee
meeting
attended/held
HEBITER
Committee members ZEERE BEBRZRHE
Shu Wa Tung, Laurence (Committee chairman) HER(ZE2FE) 2/2
Tao Xiaoming M E A 2/2
Cheng Longdi TRER 2/2

During the Year, the Remuneration Committee had performed the
works as summarised below:

(i) reviewed the existing policy and structure for remuneration of
all Directors and senior management of the Group;

(i) assessed the performance and reviewed the remuneration
packages of the executive Directors and senior management,
and made recommendation to the Board;

(i)  reviewed and approved the management’s remuneration
proposals for the Year;

(iv)  reviewed and made recommendations to the Board on the
remuneration of INEDs; and

(v)  approved the discretionary bonuses of the executive Directors
and senior management for the previous financial year.
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BOARD COMMITTEES (Continued)
Nomination Committee

The Nomination Committee has been established since April 2012,
and the committee currently comprises an executive Director and
the chairman of the Company, Mr. Hong Tianzhu, and three INEDs,
namely Professor Tao Xiaoming, Professor Cheng Longdi and Mr. Shu
Wa Tung, Laurence. The chairman of the Nomination Committee is
Mr. Hong Tianzhu. The terms of reference of the Nomination
Committee are in line with the code provisions of the CG Code.

The major roles and functions of the Nomination Committee are:

(@)  to review the structure, size and composition (including the
skills, knowledge, experience and diversity of perspectives) of
the Board at least annually, to assist the Board in maintaining
a Board skills matrix, and to make recommendations on any
proposed changes to the Board to complement the
Company's corporate strategy;

(b)  to identify individuals suitably qualified to become members
of the Board and select or make recommendations to the
Board on the selection of individuals nominated for
directorships;

(c)  to assess the independence of the INEDs;

(d)  to make recommendations to the Board on the appointment
or reappointment of directors and succession planning for
directors, in particular the chairman of the Board and the chief
executive officer of the Company;

(e)  to support the Company's regular evaluation of the Board’s
performance;

() to review the policy on Board diversity, and the measurable
objectives for implementing such policy from time to time
adopted by the Board, and to review the progress on
achieving these objectives; and

(g)  to assess each Director's time commitment and contribution

to the Board and the Director’s ability to discharge his or her
responsibilities effectively.
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BOARD COMMITTEES (Continued)
Nomination Committee (Continued)

The Nomination Committee shall meet at least once a year. One
committee meeting was held during the Year and the attendance of
each member is set out as follows:

BEEZESH)

REZEES (&)

}E%i,\aii BE VAR —XE&H - FRE
BIT—KEEGEH MSKEZHEBRH
§|J11D"Fi

Number of

committee

meeting

attended/held

HEBITER

Committee members ZEERE EERBZRHE
Hong Tianzhu (Committee chairman) RN (Z e 1/1
Tao Xiaoming M E A /1
Cheng Longdi TRER 1/1
Shu Wa Tung, Laurence AFER /1

During the Year, the Nomination Committee had performed the
works as summarised below:

(i) conducted the annual review on the structure, size and
composition of the Board;

(i) reviewed the existing director nomination policy and board
diversity policy of the Company, and the implementations;

(i) assessed the independence of INEDs; and

(iv)  reviewed the re-appointment of Directors who retired from
office at the annual general meeting of the Company in
accordance with the Company’s articles of association and
offered themselves for re-election.

Environmental, Social and Governance Committee

The ESG Committee has been established since August 2021, and
the committee currently comprises an executive Director and the
vice chairman of the Company, Mr. Zhu Yongxiang, and three INEDs,
namely Professor Tao Xiaoming, Professor Cheng Longdi and Mr. Shu
Wa Tung, Laurence. The chairman of the ESG Committee is Mr. Zhu
Yongxiang.

The major roles and functions of the ESG Committee are:

(@)  to formulate and review the Company’s concepts, strategies,
frameworks, principles and policies in respect of
environmental protection, corporate governance and
corporate social responsibility, to make relevant
recommendations to the Board and to implement the
environmental protection, corporate governance and
corporate social responsibility policies formulated by the
Board;
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BOARD COMMITTEES (Continued)
Environmental, Social and Governance Committee (Continued)

(b) to review and monitor the Company’s environmental
protection, corporate governance and corporate social
responsibility policies and practices to ensure compliance with
legal and regulatory requirements;

(c)  to take measures to promote the Company's environmental
protection, corporate governance and corporate social
responsibility, and to formulate corporate objectives, goals, key
performance indicators and measures to ensure performance
in response to the areas of environmental protection,
corporate governance and corporate social responsibility (as
appropriate);

(d) to monitor expenditures arising from the Company’s
environmental protection, corporate governance and
corporate social responsibility work; and

(e)  to review the annual “Environmental, Social and Governance
Report” and to make recommendations to the Board for
approval.

The ESG Committee shall meet at least once a year. One committee
meeting was held during the Year and the attendance of each
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member is set out as follows: mr
Number of
committee
meeting
attended/held
HE BTZESY
Committee members ZEERE BRZRE
Zhu Yongxiang (Committee chairman) KXE(ZESEE) /1
Tao Xiaoming P8 & A /1
Cheng Longdi TRER /1
Shu Wa Tung, Laurence AR /1

During the Year, the ESG Committee had performed the works as
summarised below:

(i) reviewed the Group's existing concepts, strategies, frameworks,
principles and policies in respect of environmental protection,
corporate governance and corporate social responsibility;

(i) reviewed the Group's existing environmental protection,

corporate governance and corporate social responsibility
policies and practices;
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BOARD COMMITTEES (Continued)

Environmental, Social and Governance Committee (Continued)

(i)

(iv)

reviewed the existing measures promoting the Company’s
environmental protection, corporate governance and
corporate social responsibility; and

reviewed and considered the “Environmental, Social and
Governance Report” for financial year 2024 for the approval by
the Board.

DIRECTOR NOMINATION POLICY

The Company has adopted a director nomination policy setting out
the criteria and process in the nomination and appointment of
directors of the Company, to ensure that the Board has a balance of
skills, experience and diversity of perspective relevant to the Group's
business.

Criteria for nomination and appointment of Directors

The criteria for selecting any candidate for directorship are set out as
follows:

bringing an independent view and judgment and making
constructive recommendation on issues of strategy, policy,
performance, accountability, resources, key appointments and
standards of conducts;

taking the lead where potential conflicts of interests arise;

serving on the Audit Committee, the Remuneration Committee
and the Nomination Committee (in the case of candidate for
non-executive Director) and other relevant Board Committees,
if invited;

devoting sufficient time to the Board and/or any committee(s)
on which he serves so as to allow them to benefit from his or
her skills, expertise, and varied backgrounds and qualifications
and diversity through attendance and participation in the
Board;

scrutinising the Company’s performance in achieving agreed
corporate goals and objectives, and monitoring the reporting
of performance;

ensuring the committee(s) on which he serves to perform the
powers and functions conferred on them by the Board; and

conforming to any requirement, direction and regulation that
may from time to time be prescribed by the Board or
contained in the constitutional documents of the Company or
imposed by legislation or the Listing Rules, where
appropriate.
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DIRECTOR NOMINATION POLICY (Continued)

Criteria for nomination and appointment of Directors

(Continued)

If the candidate is proposed to be appointed as an INED, his
independence shall be assessed in accordance with, among other
things, the factors as set out in Rule 3.13 of the Listing Rules,
subject to any amendments as may be made by the Stock Exchange
from time to time. Where applicable, the totality of the candidate’s
education, qualifications and experience shall also be evaluated to
consider whether he has the appropriate professional qualifications
or accounting or related financial management expertise for filling
the office of an INED with such qualifications or expertise as
required under Rule 3.10(2) of the Listing Rules.

Nomination process

(a)

46

Appointment of New Director

()

(i)

(ifi)

(iv)

The Nomination Committee and/or the Board shall, upon
receipt of the proposal on appointment of new director
and the biographical information (or relevant details) of
the candidate, evaluate such candidate based on the
criteria as set out above to determine whether such
candidate is qualified for directorship.

If the process yields one or more desirable candidates,
the Nomination Committee and/or the Board shall rank
them by order of preference based on the needs of the
Company and reference check of each candidate
(where applicable).

The Nomination Committee shall then, based on the
relevant information available, recommend to the Board
to appoint the appropriate candidate for directorship,
as applicable.

For any person that is nominated by a shareholder for
election as a director at the general meeting of the
Company, the Nomination Committee and/or the Board
shall evaluate such candidate based on the criteria as
set out above to determine whether such candidate is
qualified for directorship.

Where appropriate, the Nomination Committee and the
Board shall make recommendation to shareholders in
respect of the proposed election of director at the
general meeting.
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DIRECTOR NOMINATION POLICY (Continued)

Nomination process (Continued)

(b)

(c)

Re-election of Director at General Meeting

()

(ii)

(ii)

The Nomination Committee and/or the Board shall
review the overall contribution and service to the
Company of the retiring Director and the level of
participation and performance on the Board.

The Nomination Committee and/or the Board shall also
review and determine whether the retiring Director
continues to meet the criteria as set out above.

The Nomination Committee and/or the Board shall then
make recommendation to shareholders in respect of the
proposed re-election of Director at the general
meeting.

Where the Board proposes a resolution to elect or
re-elect a candidate as Director at the general meeting,
the relevant information of the candidate will be
disclosed in the circular to shareholders and/or
explanatory statement accompanying the notice of the
relevant general meeting in accordance with the Listing
Rules and/or applicable laws and regulations.

Re-election of INED at General Meeting

Where the Board proposes a resolution to re-elect an
individual as an INED at the general meeting, it shall set out in
the circular to shareholders and/or explanatory statement
accompanying the notice of the relevant general meeting:

()

(i)

(i)

(iv)

the process used for identifying the individual and why
the Board believes the individual should be elected and
the reasons why it considers the individual to be
independent;

if the proposed INED will be holding their seventh (or
more) listed company directorship, why the Board
believes the individual would still be able to devote
sufficient time to the Board;

the perspectives, skills and experience that the individual
can bring to the Board; and

how the individual contributes to diversity (including
gender diversity) of the Board.

The Nomination Committee has conducted the review of the
implementation and effectiveness of the director nomination
policy for the Year, and concluded that the policy was
implemented effectively.
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BOARD DIVERSITY POLICY

The Company adopted a board diversity policy in accordance with
the requirement set out in the CG Code. The policy aims to set out
the approach to achieve diversity on the Board. The Company
recognises and embraces the benefits of having a diverse Board to
broaden its view and enhance the quality of its performance. All
Board appointments will be based on meritocracy, and candidates
shall be considered against objective criteria, having due regard for
the benefits of diversity on the Board. Diversity on the Board can be
achieved through consideration of a number of factors, including
but not limited to gender, age, cultural and educational background,
ethnicity, professional experience, skills, knowledge and length of
service. In designing the Board’'s composition, the Company will also
take into account factors based on its own business model and
specific needs from time to time.

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

The following measurable objectives have been set for
implementing the board diversity policy:

inclusion of candidates for Board members with overseas
working experience;

ensuring that there is no limitation on gender on selection of
Directors and there shall be at least one female member on

the Board;

inclusion of candidates for Board members with working
experience in other industries; and

inclusion of candidates for Board members with knowledge
and skills in different aspects.
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CORPORATE GOVERNANCE REPORT (CONTINUED)

BOARD DIVERSITY POLICY (Continued)

Directors are from diverse and complementary backgrounds. Their
valuable experience and expertise are critical for the long-term
growth of the Company. The current Board's composition in terms
of diversity is summarised as follows:

ExEefEZnitBE @)
EEHAZTIERERMANER - KENE
EEBEEEANBEARANRBAERMNEE
HMEEZ BREEFSHEKNZ T EEELam
T

Shu Wa
Hong Zhu Tao Cheng Tung,
Name Tianzhu Yongxiang Ye Lixin Xiaoming Longdi Laurence
®E HRB ROKFEE BEIH RS BER BFER
Gender Male Male Male Female Male Male
14 Bl 3 3 3 z 3 3
Age 58 59 45 68 66 53
FHe
Length of service of the Board (year) 21 21 2 12 21 3
(up to 31 December 2025)
ESglRBEEH (F)
(BZ2=-Z-82%+=-A=+—8H)
Skills, knowledge & professional experience
B ABREELR
(1) Academic research v v
2l 5T
) Accounting & finance Y Y
2 RER
?3) Business development v v v
EBER
4) Capital market Y Y
BRI
(5) Corporate responsibility/sustainability v v v v
CEEE AIHERR
(6) Corporate strategy and planning \/ \ \ \
R KR A
(7) Executive management and leadership skills Y Y Y Y Y Y
THEBRRBEEREE
8) Informational management Y
BER
(9) Investor relations v v
BREEBR
(10) Manufacturing Y Y Y Y
s
1 Merger and Acquisition v v v
Wi & O
(12) Other listed board experience/role Y
Hih P EF SR B
(13) Operational management Y Y Y Y
HEERE
(14) Risk management v v v v v v
[k & R
(15) Sales and marketing Y Y
$HE RITHH
(16) Supply chain management \ v
HEHER
(17) Treasury management Y
BEeER
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BOARD DIVERSITY POLICY (Continued)

The Nomination Committee has conducted the review of the Board
composition and the implementation and effectiveness of the board
diversity policy for the Year, and considered the above measurable
objectives have been achieved. All 6 members of the Board have
overseas working experience and 2 out of 6 members of the Board
have accounting or other professional qualifications. The Board is
also a mixed-gender Board with female representation brought by
Professor Tao Xiaoming, an INED. Accordingly, the Nomination
Committee concluded that the policy was implemented effectively.

The Board recognises the importance and benefits of gender
diversity at Board level and shall continue to take initiatives to
identify suitable female candidates for board succession planning
and enhancement of gender diversity in the Board. To increase
gender diversity on the Board, the Board has actively sought out
candidates who are qualified and suitable. At present, the
Nomination Committee considers that an appropriate balance of
gender and skills diversity of the Board is maintained. The
Nomination Committee will monitor the Group's business needs and
consider further appointment of female directors as appropriate.

The Board also recognises the importance of diversity in the
workforce. The Group employs our staff based on meritocracy and
we respect our staff's personal choices, regardless of gender, age,
religion, nationality etc. Set forth below are the gender ratio in the
Group's workforce as at 31 December 2025:

EEENESTLBE#)
REZBEDETEFENAKIEFTFENKE
ZICBERFRRITER R BRI R
RALAAIGERREEK - NBEFEKE

RSN THEER  ETmEEESTA
MEXER BEEQKETHME I‘EE%JZEEJ?

EERRRBLFATESTHEARK -
It REZEER/ZBRERMNT

EZeREFEEAEMANZTIEMNEEER
ﬁ?J‘% Y HESRRERDESBOLMEA

FEZQUEMEFERE  THURERES
@'IE%IJ%T_E{K CRIEMEFEURZ T E
%Aﬁﬁﬂiﬁiﬁé’éﬁ)}ﬁé\ﬁ’w\% ° H

CREZEERREFTECABEAMLEN R
?iﬁ%%nlﬁ?uﬂﬁl RAZEERERASEN
EBFE UERNEARE-—FEELEE
=

EXZgRNPAAEREIZTIENEZR - K
SEEAFRA BEEEINMAEAAEE Twit
A FlR RBEMRERES - ATHIIAE
ErREIN_ZT_RAF+_A=+—HHK
BB -

Male (%) Female (%)
Z 1 (%) Z % (%)
Senior management =BREREAE 66.7% 33.3%
Workforce (excluding senior management) T{EEIBX (TEIESHREEAS) 52.1% 47.9%

Based on the existing composition of the workforce, the
management considers that the workforce has more or less
achieved gender parity and no targets have been set. The targets
will be revisited periodically based on a range of criteria, including
current and expected size of each department in the future,
changes in the number of female staff members in each
department, and the needs of each department with reference to
the Group's business development plans.
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CORPORATE GOVERNANCE REPORT (CONTINUED)

ANNUAL EVALUATION OF BOARD AND
COMMITTEES PERFORMANCE

The Company undertakes an annual internal evaluation of the
effectiveness and performance of the Board and the Board
committees to enhance Directors’ accountability and to achieve
good corporate governance and Board effectiveness. The Board and
all committees, supported by the Nomination Committee, have
conducted an annual evaluation (in the form of questionnaires) of
their respective effectiveness and performance for the Year. The
questionnaires covered a broad range of topics including the Board
and the Board committees’ compositions, meeting dynamics and
meeting materials, culture and ethics, role and responsibilities, and
relationships with management and other relevant parties.

The results of the evaluation show that the Board and all Board
committees are found to be operating effectively, there is nothing
significantly affecting the Board or the committees’ performance and
there is no material issue that requires further discussion. Reporting
of matters by all committees to the Board is found to be clear and
adequate. All Directors are satisfied that the Board and the
committees have the right mix of expertise, experience and skills.

ANNUAL ASSESSMENT ON DIRECTORS’ TIME
COMMITMENT, CONTRIBUTION AND ABILITY

The Company undertakes an annual assessment of each Director’s
time commitment and contribution to the Board as well as the
Directors’ ability to discharge his responsibilities effectively under the
Listing Rules.

The Nomination Committee has conducted an assessment of each
Director's time commitment, contribution and ability for the Year.
Taking into account professional qualifications and work experience,
existing directorships and other significant external time
commitments and other factors or circumstances relevant to the
Director's character, integrity, independence and experience, the
Nomination Committee considered that each Director’s time
commitment and contribution to the Board are adequate and
appropriate, and each Director has adequate and appropriate ability
to discharge his responsibilities effectively.

EEENZEEERBFETX

ARBINHBHEZEREEZTEZREENANX
HRRRETFENZ UREAEENEEN
WERRHNERERREFEWEE - BBIR
HEEENmE  EFELMAZESCKMN
RELN  RESERFANBRIER KT #E
TTFEFNZ ZBAERERZNTE B4
EZeLBEFTEETZEENAEANR 235
AMEHEME - MEBER AEEBE KME
BIEEMEAMAER T HRE -

MZERBN EFEMIBAEFEZBEY
BRUEE MEBERFHEHEFEAERESL

RREEFE TESEARBAFE T
Eil Fﬁﬁé/\aﬁ§$AE#&m$lﬁﬂ%/§%
AN TREFENEZTSLZESHERE
MER  ERLKEHES -

EERERA  BEEMREIFEFTZ

ARBREBNEERNEESRANERERIED
MER AMESRELHRAARETER
BEMBENETFENZ -

REZESCOHFABLEFNRBERA &
RANBENETIZ KEBEFNEXERR
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ACCOUNTABILITY AND AUDIT
Financial Reporting and External Audit

The Board aims to present a clear, balanced, comprehensible and
understandable assessment of the Group's performance, position
and prospects in the annual and interim reports to the shareholders,
and make appropriate disclosure and announcements in a timely
manner. Before approval of any financial or other information,
management will provide sufficient explanation and information to
the Board to enable it to make an informed assessment. Also,
management provides all Directors with regular updates giving a
balanced and understandable assessment of the Group's
performance, position and prospects in sufficient detail to enable
the Board as a whole and each Director to discharge their duties.

The Board acknowledges that it is responsible for the preparation of
the financial statements of the Group. In the preparation of financial
statements for the Year, HKFRS Accounting Standards issued by the
Hong Kong Institute of Certified Public Accountants and the
applicable disclosure requirements of the Listing Rules and the Hong
Kong Companies Ordinance have been adopted, the appropriate
accounting policies have been consistently used and applied, and
reasonable judgements and estimates are properly made. The Board
was not aware of any material uncertainties relating to events or
conditions that may cast significant doubt upon the Company’s
ability to continue as a going concern.

The Audit Committee reviewed this annual report, including the
consolidated financial statements of the Group for the year ended
31 December 2025 and the annual results announcement with a
recommendation to the Board for approval. The consolidated
financial statements were audited by the Company's external
auditor, PricewaterhouseCoopers, in accordance with Hong Kong
Standards of Auditing issued by Hong Kong Institute of Certified
Public Accountants with an unqualified opinion, whose report is set
out on pages 98 to 107. PricewaterhouseCoopers has confirmed to
the Audit Committee that they are independent with respect to
acting as external auditor to the Company.
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CORPORATE GOVERNANCE REPORT (CONTINUED)

ACCOUNTABILITY AND AUDIT (Continued)
External Auditor’'s Remuneration and Non-Audit Services

The Audit Committee plays a pivotal role in approving the
remuneration of auditors. The Audit Committee ensures audit fees
are not at a level that compromises audit quality and considers key
factors including the nature, size, and complexity of the audit as well
as market competition in assessing the reasonableness of audit fees.

Remuneration paid and payable to the Company’s external auditor,
PricewaterhouseCoopers, for the Year is set out as follows:

BERE& @)

SN BEN 2 M & Kk E R
ERZESRENLERBMME T HEEHEEA
B BERZEERREZEAKIIGEESE
BRIFER UYRFHEZERAELRS
BIEZEREZEFEELIFENE  REREERZ
[ - AR HHF AR °

FRCNRENARR B INEZIREDE LR KE
SR EBAZMEEIIMT

Fees paid/

payable

Services rendered to the Group [ 7 5 B 3R it 2 PR 7% et ENE A

RMB'000

ARBFIT

Annual audit service FEEZRS 3,500
Non-audit services (including consulting services for FEEZRE (RREEETENRENEAR
transfer pricing and tax, agreed-upon procedures for A RARNEBEHEMEER RIS EER

selected financial information of the Group and mERERF)
preliminary announcement of results) 1,368
Total: BEr: 4,868

The Audit Committee considered that the above annual audit
service fee of the external auditor was reasonable, was within
normal market level and not significantly lower than other firms, and
was sufficient to enable the firm to perform the audit engagement
in accordance with professional standards and applicable legal and
regulatory requirements.

The Company has adopted an auditor’s non-audit services policy to
set parameters for the Group’s non-audit services engagements
consistent with applicable laws, regulations and the Company's
corporate governance principles. In order to maintain the
independence of the Company's external auditor, the engagement
of the auditor in relation to non-audit services shall be subject to the
approval by the Audit Committee. The Audit Committee may
approve exceptions when it determines that such an exception is in
the best interests of the Company and does not impair the
independence of the auditor.

The Audit Committee has reviewed the nature and the service
charges of non-audit services performed by the external auditor
during the Year and considered that these non-audit services have
no adverse effect on the independence of the auditor.

BERZBERR LlSNERBMNFEER
REEMRAE BRIEFMEKELE RE
BEBRNEMEB - BRAEHEENIZRE
EEAARERZRREERENTESZTE
HE -

RRATEHRM—BLBENFEZREBEER - B
AEENFEZRBZEREEL  £2F4
BRER ERRARBNERERRE - B
REFF AR B INSZ BB RSB LN - B LA BRED
AR EERRBREALEZZ BRI E -
BERZERERRRRRTRNEARARE
Mes o WA EBZBEEE  RIRTHER
RIT LM BER -

BZZ B NS BEN N F R
EIFBZRB 2B RREER  RARFIHE
BERRGABHZEM B BRI RTE -
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ACCOUNTABILITY AND AUDIT (Continued)
Reappointment of Incumbent Auditor

The Audit Committee is responsible for evaluating the incumbent
auditor for reappointment where appropriate. The committee would
not recommend reappointment by default.

To discharge the duties of independent oversight of the external
auditor effectively, the Audit Committee evaluates the quality of the
audit of the incumbent auditor on an ongoing basis by observing
and interacting with the auditor during the past audit engagements.
The Audit Committee meets with the auditor regularly to discuss
matters relating to financial reporting and other related issues of the
Group. Through the meetings, the committee assesses the ongoing
performance of the auditor against the quality commitment it made
and the subsequent reappointments.

The Audit Committee has assessed the reappointment of
PricewaterhouseCoopers and has made recommendation to the
Board. The Board will propose a resolution of reappointment of the
Company’s incumbent auditor at the forthcoming annual general
meeting.

RISK MANAGEMENT AND INTERNAL CONTROL
Framework

The Board acknowledges that it is responsible for the risk
management and internal control systems and reviewing their
effectiveness on an ongoing basis. Such risk management and
internal controls system will assist the Group to fully achieve its
strategic objective by identifying and assessing all the risk exposure
of the Group and setting down corresponding control measures,
with a view to attain the long-term vision of the Group. However,
such risk management and internal control systems are designed for
managing risks rather than eliminating the risk of failure to achieve
business objectives, and can only provide reasonable and not
absolute assurance against material misstatement or loss. We believe
that effective risk management and internal controls system will
enhance shareholders’ value in the long term. The risk faced by the
Group directly relates to its control measures and mitigation plan.
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RISK MANAGEMENT AND INTERNAL CONTROL
(Continued)

A EERAIEEE (8)

R (&)
AREERREREENMABEIEERAT

Framework (Continued)

The risk management and internal controls framework of the Group

is as follows:
The Board Audit Committee
BEEg ‘ ERZEE
* To set strategic objectives *  To assist the Board in

*  To assume overall responsibility for the Group’s risk
management and internal controls system

* To assess and determine the nature of the risks and our
level of tolerance for each of them

» To review the effectiveness of our risk management and management and internal
internal controls system controls system

»  To provide direction on the importance of risk *  To monitor and review
management and risk management culture the effectiveness of the

internal audit department

monitoring risk exposure,
design and operating
effectiveness of the
underlying risk

RIS B 1R

2EEBEAEENEREIE R AEIERS « B EFSEEERKA
AHEREER B EEA RESIEE TR R R B IR R A BB
it AN SR [ R\ B e PR P B P R A RO A A RRARRE ALEERR

REBREENEREFEREE IR ES

Internal Audit

REEX

* To assist the Audit
Committee in
reviewing the
effectiveness of our
risk management and
internal controls
system

*  To perform analysis
and independent
assessment on the
adequacy and
effectiveness of our
risk management and
internal control system

+  BHMERZE SR
AL E R EE &
MR ELIZE R ATHI AL

- HEMANEREER
MBI R TR RS
AE R DA AN
BTG

Risk Management and
Internal Controls Team
EEEMAIBEZE/NE

To design, implement,
and monitor risk
management and
internal controls
system

To assess the risk
profile of the Group
and each of our
operating units and the
risk control measures
To give confirmation to
the Board on the
effectiveness of the
risk management and
internal controls
system

et BigAREE
gﬁﬁ%ﬁ%ﬂm*&ﬂ%ﬁ
RiYL

HE A EE RS EEE
B8 TE i 0 L B B

[\ 2 i B
RESESRERRER
K BB R AR R
HRER
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RISK MANAGEMENT AND INTERNAL CONTROL
(Continued)

Framework (Continued)

The operating model of the Group’s risk management and internal
control framework conforms to the internal controls framework of
COSO (the Committee of Sponsoring Organizations of the Treadway
Commission) in the following five aspects:

. Control Environment

The Group has established a clear organization structure and
delegated powers necessary to perform different business
functions to management at different levels but it is subject
to the limit set by the Board. The Board meets regularly to
discuss and approve the business strategies and working
plans set by each operating unit. The Group will report our
financial performance to the Board on a monthly basis.

Our governance rules and requirements are very transparent
to employees. We hope to build up risk awareness and
internal controls responsibility in our corporate culture by
creating an internal organizational environment driven by the
management operating philosophy, risk awareness, integrity
and ethical values.

. Risk Assessment

The Group identifies, assesses and grades the risks that are
most relevant to the success of the Group based on the
possibility of occurrence and the financial impact of the risk.
Risk management and internal controls team is responsible for
setting the appropriate tone from the top, performing risk
assessment, as well as taking care of the design,
implementation and maintenance of internal controls.
Meanwhile, it requires department heads from each of the
operating units to identify operating risks from the bottom in
order to determine the major risks and the risk levels of the
Group.

. Control Activities

The Group has policies and procedures in place for all
business functions, including authorization, approval and
audit, recommendation, performance review, asset protection
and segregation of duties, to ensure effective execution of
organization objectives and mitigation of risk activities.

. Information and Communication

The risk management and internal controls team performs risk
assessment and prepares the “Annual Report of Risk
Management” at least once a year, which sets out the
identified risks and related control procedures. The report will
be submitted to the Board and reviewed by the Audit
Committee annually.
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RISK MANAGEMENT AND INTERNAL CONTROL
(Continued)

Framework (Continued)
. Monitoring

The Group self-assesses its controls and risks by internal
review and circulating major control procedures to its
employees to maintain continuous monitoring of the internal
control procedures. Rectification will be made according to
findings of the control procedures in order to improve
internal monitoring.

Risk Management and Internal Controls Team
Composition

A risk management and internal controls team was set up by the
Group in 2016, which comprises Mr. Zhu Yongxiang (executive
Director, vice chairman of the Board and chief executive officer), and
members including general manager and department head from
each of our operating units, and general managers and department
head of finance and human resources department of our
subsidiaries. Mr. Hong Tianzhu, an executive Director and chairman
of the Board, acts as the advisor of the working team.

Major Tasks

The major responsibilities of the risk management and internal
controls team are:

(@)  to formulate proposal and plan for building and promotion of
corporate culture in risk awareness and to lead in providing
risk management training;

(b)  to prepare and conduct annual and interim reviews on risk
profile and formulate mitigating measures;

(c)  to summarise and analyse the findings of the review exercise,
to advise any modification to the risk management strategy,
and to lead and assist relevant departments in formulating
counter measures in addressing any material risks;

(d) to conduct annual internal evaluation on its own risk
management function, to lead and mobilise the
establishment and modification of risk management and
internal controls system, and to give guidance to subsidiaries
on establishing risk management system;

(e)  to prepare the "Annual Report on Risk Management” and to
submit the same to the Audit Committee for review and
approval;
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RISK MANAGEMENT AND INTERNAL CONTROL
(Continued)

Risk Management and Internal Controls Team (Continued)

Major Tasks (Continued)

()

to oversee the implementation and optimization (when
necessary) of the risk management and internal control
system, and to give guidance and assist the subsidiaries on
setting up and optimizing their risk management specific
measures;

to implement the measures stipulated under the risk response
plan formulated, to monitor the execution and effectiveness
of such plan on an ongoing basis, and to make rectifications
in a timely manner; and

to monitor the development of any risk events, to formulate
and activate contingency plans in a timely manner, and to
report or inform the Audit Committee (and the Board)

promptly.

Work Accomplished During the Year

During the Year, the risk management and internal controls team
performed the work as summarised below:

()

(i)

(ifi)

(iv)

(V)

published corporate communications in relation to risk
assessment and internal controls within the Group to enhance
the risk management culture;

performed a general review on the major risk exposure of the
Group, especially in areas relating to raw material purchase,
foreign exchange, credit management and taxation;

discussed the possible risk and impact on operating results
with department heads from each of our operating units;

reviewed and improved corresponding internal controls
measure; and

prepared and submitted the annual report on risk assessment
and internal controls to the Audit Committee and the Board.

The risk management and internal controls team reported the
annual assessment and findings of internal control reviews for the
Year to the Audit Committee and the Board.

Details of the major risks of the Group are set out in the
“Management Discussion and Analysis” section on pages 20 to 28.
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RISK MANAGEMENT AND INTERNAL CONTROL
(Continued)

Annual Review of Risk Management and Internal Control
System Effectiveness

The Board oversees the Group's risk management and internal
control systems on an ongoing basis, and conducts annual review of
the effectiveness of the Group’s risk management and internal
control systems. The annual review covers all material controls,
including financial, operational and compliance controls.

The annual review of effectiveness of risk management and internal
control systems for the Year has been conducted with the following
considerations:

(a

(h)

the changes, since the last annual review, in the nature and
extent of significant risks, and the Group's ability to respond
to changes in its business and the external environment;

the scope and quality of management's ongoing monitoring
of risks and internal control systems;

the work of the internal audit function;

the adequacy of resources (internal and external) for designing,
implementing and monitoring the risk management and
internal control systems, including staff qualifications and
experience, training programmes and budget of the Group's
accounting, internal audit, and financial reporting functions, as
well as those relating to the ESG performance and reporting;

the extent and frequency of communication of monitoring
results to the Board (or the Board committees) for the
purposes of assessing the adequacy and the effectiveness of
the Group's risk management and internal control systems;

significant control failures or weaknesses identified during the
review of the risk management and internal control systems (if
any);

in respect of any failures or weaknesses identified, the extent
to which they have resulted in unforeseen outcomes or
contingencies that have had, could have had, or may in the
future have, a material impact on the Group's financial
performance or condition, and any remedial measures taken
to address such control failings or weaknesses; and

the effectiveness of the Group’s processes for financial
reporting and Listing Rules compliance.

The Audit Committee (on behalf of the Board) has received a
confirmation from management on the effectiveness of risk
management and internal control systems for the Year.
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RISK MANAGEMENT AND INTERNAL CONTROL
(Continued)

Annual Review of Risk Management and Internal Control
System Effectiveness (Continued)

Based on the effectiveness confirmation provided by the
management, the assessment by the internal audit department and
communication with management, the Board considered:

()

(i)

(ifi)

(iv)

(vi)

(vii)

the Group was able to respond to the significant risks identified
and any changes in its business and the external
environment;

the scope and quality of management's ongoing monitoring
of risks and internal control systems were appropriate for the
Year;

internal audit function for the Year was effective with
satisfactory performance and quality;

the resource, staff qualification and experience, training
programmes and budget of those relating to Group's
accounting, internal audit, and financial reporting functions as
well as ESG performance and reporting for the Year were
adequate;

there were no significant control failures or weaknesses
identified during the Year, or that were previously reported
but remain unresolved;

the Group's processes for financial reporting and Listing Rules
compliance for the Year were appropriate and effective; and

there was no significant change during the Year in (1) the
Group's assessment of risks (including ESG risks) and (2) the
risk management and internal control systems.

Accordingly, based on the above, the Board concluded that the risk
management and internal control systems of the Group for the Year
were effective and adequate.
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CORPORATE GOVERNANCE REPORT (CONTINUED)

RISK MANAGEMENT AND INTERNAL CONTROL
(Continued)

Disclosure of Inside Information

Regarding procedures and measures of internal controls for the
handling and dissemination of inside information, the Group:

(@) is aware of its obligation under the Securities and Futures
Ordinance, the Listing Rules and the overriding principle that
inside information should be announced in a timely manner;

(b)  conducts its affairs in strict compliance with the applicable laws
and regulations prevailing in Hong Kong;

(c)  has implemented and disclosed its policy on fair disclosure by
pursuing broad, non-exclusive distribution of information to
the public through channels such as financial reporting,
announcements and its website;

(d)  has included in the code of conduct a strict prohibition on the
unauthorized use of confidential and inside information; and

(e)  has communicated to all relevant staff regarding the
implementation of the procedures and measures and has also
provided relevant training.

SHAREHOLDERS’ RIGHTS
Enquiries to the Board

The Company values feedback from shareholders on its efforts to
promote transparency and foster investor relationships. Shareholders
may at any time raise any enquiry in respect of the Company to the
Board via email at the email address main@texhong.com.
Shareholders are reminded to submit their questions together with
their detailed contact information to facilitate a prompt response
from the Company.

In addition, shareholders can direct their questions about their
shareholdings, share transfer, registration and payment of dividends
to the Company's branch share registrar in Hong Kong, details of
which are set out in the section headed “Corporate Information” of
this annual report.
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CORPORATE GOVERNANCE REPORT (CONTINUED)

SHAREHOLDERS’ RIGHTS (Continued)

Convening Extraordinary General Meeting(s)

Shareholders of the Company may convene an extraordinary general
meeting in accordance with Article 64 of the articles of association
of the Company. Details are as follows:

One or more shareholders holding, at the date of deposit of
the requisition, not less than 8% of the paid up capital of the
Company having the right of voting at general meetings shall
have the right, by written notice, to require an extraordinary
general meeting to be called by the Directors for the
transaction of any business or resolution specified in such
requisition.

Such requisition shall be made in writing to the Board or the
company secretary of the Company via email at the email
address at main@texhong.com.

The extraordinary general meeting shall be held within two
months after the deposit of such requisition.

If the Directors fail to proceed to convene such meeting within
21 days of the deposit of such requisition, the requisitionist(s)
himself (themselves) may convene the extraordinary general
meeting in form of a physical meeting, and all reasonable
expenses incurred by the requisitionist(s) as a result of the
failure of the Directors shall be reimbursed to the
requisitionist(s) by the Company.

Putting Forward Proposals at Shareholders’ Meetings

1.

62

To put forward proposals at a general meeting of the Company,
a shareholder should submit a written notice of his proposal
with his detailed contact information via email at the email
address at main@texhong.com.

The identity of the shareholder will be verified with the
Company’s branch share registrar in Hong Kong and upon
confirmation by the branch share registrar that the request is
proper and in order and made by a shareholder, the Board
determines whether to include the proposal in the agenda for
the general meeting to be set out in the notice of general
meeting.
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CORPORATE GOVERNANCE REPORT (CONTINUED)

SHAREHOLDERS’ RIGHTS (Continued)

Putting Forward Proposals at Shareholders’ Meetings
(Continued)

3. The notice period to be given to all the shareholders for
consideration of the proposal raised by the shareholder
concerned at the general meeting is as follows:

(@)  notice of not less than 21 clear days in writing if the
proposal will be approved in an annual general
meeting;

(b)  notice of not less than 14 clear days in writing if the
proposal will be approved in a meeting other than an
annual general meeting.

Procedures for Shareholders to Propose a Person for Election
as Director

Pursuant to Article 113 of the Company’s articles of association, if a
person (including shareholder(s) of the Company) wishes to be
elected as a Director at a general meeting, such person shall lodge
a written notice of his willingness to be elected at the head office of
the Company, which is presently situated at Room 03, 37/F, Cable
TV Tower, 9 Hoi Shing Road, Tsuen Wan, Hong Kong, or at the
Company’s branch share registrar in Hong Kong, Boardroom Share
Registrars (HK) Limited, at 2103B, 21st Floor, 148 Electric Road, North
Point, Hong Kong. The notices shall be given within the period
commencing on the day after despatch of the notice of the general
meeting appointed for such election and ending no later than 7
clear days prior to the date of such general meeting and such
period shall be at least 7 clear days.

CONSTITUTIONAL DOCUMENTS

During the Year, there were no changes in any of the Company's
constitutional documents. The constitutional documents of the
Company are available on the website of the Company
(www.texhong.com) and the HKEXnews website of Hong Kong
Exchange and Clearing Limited (www.hkexnews.hk).
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CORPORATE GOVERNANCE REPORT (CONTINUED)

DIVIDEND POLICY

The Company has adopted a dividend policy to enable shareholders
to participate in the Company’s profit and allow the Company to
retain adequate reserves for future growth. Through a sustainable
dividend policy, the Board endeavours to strike a balance between
meeting shareholders’ expectations and maintaining prudent capital
management. Under the policy, if the Group records positive net
profits and subject to the maintenance of the Group’s normal
operations, the Company may declare and pay dividends to its
shareholders.

In proposing any dividend pay-out, the Board would consider
various factors including:

(@) the Group's actual and expected financial performance;

(b)  retained earnings and distributable reserves of the Company
and each of the members of the Group;

(©) the level of the Group’s debts to equity ratio, return on equity
and the relevant financial covenants;

(d)  any restrictions on payment of dividends that may be imposed
by the Group’s lenders;

(e)  the Group’s expected working capital requirement and
investment demand, and future expansion plans and
prospects;

) the Group's liquidity position and future commitments;

(g)  taxation considerations;

(h)  general economic and financial conditions, business cycle of
the Group and other internal or external factors that may
have an impact on the business or financial performance and

position of the Group; and

(i) any other factors that the Board deems appropriate.
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CORPORATE GOVERNANCE REPORT (CONTINUED)

DIVIDEND POLICY (Continued)

The dividend policy and the declaration and/or payment of future
dividends under the policy are subject to the Board's continuing
determination that the dividend policy and the declaration and/or
payment of dividends will be in the best interests of the Group and
the shareholders, and are in compliance with all applicable laws and
regulations. Any declaration and payment of dividends shall be
approved and paid in accordance with all applicable laws and
regulations, and the memorandum and articles of association of the
Company (as amended from time to time). Such declaration and
payment of dividends shall remain to be determined at the sole
discretion of the Board. There is no assurance that dividends will be
paid in any particular amount for any given period. The dividend
policy shall in no way constitute a legally binding commitment by
the Company in respect of its future dividends and/or in no way
obligate the Company to declare a dividend at any time or from
time to time.

The Board regularly reviews the implementation and effectiveness of
the dividend policy to ensure that the policy remains relevant to the
Company’s needs and reflects both current regulatory requirements
and good corporate governance practice, and also discusses and
considers any revisions that may be required.

The Board confirms that all dividend decisions made by the Board
were made in accordance with the Company’s dividend policy.

During the Year, the Group demonstrated robust operating
performance and maintained a healthy cash flow. However, to
effectively address the uncertainty in the international trade
environment, the Group intends to further reduce its debt levels in
order to mitigate operational risk while also reducing its financing
costs, thereby enhancing profitability. Accordingly, the Board
resolved not to declare any interim dividend in respect of the six
months ended 30 June 2025.

After the end of the financial year, for the same reasons mentioned
above with consideration of driving proactive market expansion, the
Board resolved to recommend no dividend be paid in respect of the
financial year ended 31 December 2025.

SHAREHOLDERS’ COMMUNICATION POLICY

The Board has adopted a shareholders’ communication policy which
aims to set out the provisions with the objective of ensuring that
the shareholders, both individual and institutional, and, in
appropriate circumstances, the investment community at large, are
provided with ready, equal and timely access to balanced and
understandable information about the Company (including its
financial performance, strategic goals and plans, material business
developments, governance and risk profile), in order to enable
shareholders to exercise their rights in an informed manner, and to
allow shareholders and the investment community to engage
actively with the Company.
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CORPORATE GOVERNANCE REPORT (CONTINUED)

SHAREHOLDERS’ COMMUNICATION POLICY
(Continued)

The Board maintains an ongoing dialogue with shareholders and the
investment community. Information is communicated to
shareholders and the investment community mainly through the
following channels: the Company’s financial reports (interim and
annual reports), ESG reports, formal meetings (including general
meetings), and publication of its announcements, corporate
communication documents and other corporate publications at the
website of the Company (www.texhong.com) and the HKEXnews
website of Hong Kong Exchange and Clearing Limited (www.
hkexnews.hk).

The Company has also followed the communication methodologies
under the shareholders’ communication policy as follows:

Shareholders’ Enquiries

(@) shareholders may direct their questions about their
shareholdings, share transfer, registration and payment of
dividends to the Company's Hong Kong branch share
registrar;

(b)  shareholders and the investment community may at any time
make a request for the Company's information to the extent
such information is publicly available;

(c)  shareholders and the investment community are provided with
investor relation contacts, email addresses and enquiry
hotlines of the Company in order to enable them to make any
query in respect of the Company;

Corporate Communications

(d)  corporate communication documents (including but not
limited to annual report, interim report, ESG report, notice of
general meeting, circular and proxy form) would be provided
to shareholders in plain language and in both English and
Chinese versions to facilitate shareholders’ understanding;

Corporate Website

(e)  an “Investor Relations” section is available on the Company's
website (www.texhong.com);

) information on the Company’s website is updated on a regular
basis;

(@ information released by the Company on the HKEXnews
website of Hong Kong Exchange and Clearing Limited (www.
hkexnews.hk) would also be posted on the Company's
website at the same time; such information includes, but is
not limited to, announcements published pursuant to the
Listing Rules, financial statements, results announcements, ESG
reports, shareholder circulars, notices of general meetings and
related explanatory documents;
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CORPORATE GOVERNANCE REPORT (CONTINUED)

SHAREHOLDERS’ COMMUNICATION POLICY
(Continued)

Shareholders’ Meetings

(h)  Shareholders are encouraged to participate in general
meetings or to appoint proxies to attend and vote at
meetings for and on their behalf if they are unable to attend
the meetings;

(i) the process of the Company’s general meeting would be
monitored and reviewed on a regular basis, and, if necessary,
changes would be made to ensure that shareholders’ needs
are best served; and

(0 Board members, in particular, the Board chairman, chairmen of
Board committees or their delegates, relevant management
executives and external auditor will attend annual general
meetings to answer shareholders’ questions.

The Board annually reviews the implementation and effectiveness of
the shareholders’ communication policy to ensure that the policy
remains relevant to the Company's needs and reflects both the
current regulatory requirements and good corporate governance
practice, and also discusses and considers any revisions that may be
required.

Based on the Company’s shareholders engagement works carried
out during the Year (details of which are set out in the part headed
“Shareholder Engagement and Communication” of this section), the
Board has conducted the review of the implementation and
effectiveness of the shareholders’ communication policy for the Year,
and concluded that the policy was implemented effectively.

SHAREHOLDER ENGAGEMENT AND
COMMUNICATION

The Company believes that it is essential to maintain effective
communication with the shareholders and investment community in
a timely manner through various media. The Company’s investor
relations department attaches importance to the provision of
relevant public information to shareholders, investors and analysts to
enable them to make appropriate investment decisions, and make
appropriate valuation of the Company’s shares or any securities
issued by the Group. Through group/one-on-one meetings, investor
conferences, general meetings and other events, shareholders,
institutional investors and analysts can interact with the chairman of
the Board and other senior executives for updates on the
development of the Group’s strategic initiatives and operations.
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CORPORATE GOVERNANCE REPORT (CONTINUED)

SHAREHOLDER ENGAGEMENT AND
COMMUNICATION (Continued)

During the Year, the following shareholder engagement activities
were conducted:

RREBHEEBE (&)

FARTHRRESEHWT ¢

Shareholder Number for

engagement activities Group of shareholders Representatives of the Company the Year

RREEZE IRERE R EANCTRAES FRRHE

Group/one-on-one Investors/Analysts Executive Directors and/or investor relations 10
meetings representatives

NE/EBEE REE/DITE MITEER IREEBERRE

Investor conferences Investors/Analysts Board chairman, executive Directors and 2

investor relations representatives

REESH KEE/DME
General meetings All shareholders All Directors
BERERRE THIRR THRES

The views of shareholders and the investment community are
regularly conveyed to the Board, including share ratings and target
prices, as well as summaries of questions and feedback from
shareholders, investors, and analysts. Through the communication
with shareholders via various channels as mentioned above, the
Board was able to receive invaluable feedback and opinion from
shareholders. The Company will continue to review and, where
appropriate, improve the current practices of shareholder
engagement and communication based on the previous experience,
regulatory changes and development. Any views and suggestions
from shareholders are also welcome to enhance transparency.

The Board recognizes the importance of good communication with
shareholders. Information in relation to the Group is disseminated to
shareholders in a timely manner through a number of formal
channels, which include interim and annual reports, announcements
and circulars that are posted on the website of the Company
(www.texhong.com) and the HKEXnews website of Hong Kong
Exchange and Clearing Limited (www.hkexnews.hk).

On behalf of the Board

Hong Tianzhu
Chairman

Hong Kong, 26 March 2026
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DIRECTORS AND SENIOR MANAGEMENT

DIRECTORS
Executive Directors

Mr. Hong Tianzhu, aged 58, is an executive Director and the
chairman of the Company. He is the founder of the Group and was
appointed as executive Director on 27 July 2004. He is responsible
for the strategy development and positioning, project investment
and major work decision-making, corporate culture development
leadership and decision-making of the Group. He has over 20 years
of experience in the textile industry. Prior to establishing the Group,
Mr. Hong was a deputy general manager of &/ T2 LARE #EH
R A A (injiang Yifeng Garment Weaving Company Limited).
Mr. Hong's interest in the Shares is disclosed under the paragraph
headed “Report of the Directors — Directors’ and chief executive's
interests and short positions in the shares, underlying shares and
debentures of the Company or any associated corporation” in this
annual report.

Mr. Zhu Yongxiang, aged 59, is an executive Director, vice
chairman and chief executive officer of the Company. He was
appointed as executive Director on 27 July 2004. He is responsible
for the strategy implementation, operation planning and
decision-making, major work decision-making, coordination and
implementation of the Group. Mr. Zhu graduated from the Fa3E %)
£ T BT (Nantong Textile Industry College) in 1987. Prior to joining
the Group in 1997, Mr. Zhu was an assistant to the general manager
of P — R4 &M (Nantong No. 2 Cotton Textile Factory).
Mr. Zhu's interest in the Shares is disclosed under the paragraph
headed “Report of the Directors — Directors’ and chief executive's
interests and short positions in the shares, underlying shares and
debentures of the Company or any associated corporation” in this
annual report.

Mr. Ye Lixin, aged 45, is an executive Director, who joined the
Group in 2020 and has been appointed as the financial controller of
the Group since the beginning of 2023, and is responsible for
corporate finance and financial management of the Group. He was
appointed as an executive Director on 27 May 2024, and is also the
director of various subsidiaries of the Group. He has over 20 years of
working experience in corporate finance and financial management.
Prior to joining the Group, Mr. Ye served as the group chief financial
officer of a German-invested engineering machinery manufacturer
from July 2018 to July 2020. From September 2007 to June 2018,
Mr. Ye worked for a well-known large construction machinery
manufacturer and successively served as director of finance and
controlling department in China and director of finance and
controlling department in Asia-Pacific. Mr. Ye graduated from East
China University of Science and Technology ((£5R 32 T K &) with a
master's degree in Business Administration. He is also a fellow
member of the Chartered Institute of Management Accountants.
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DIRECTORS AND SENIOR MANAGEMENT (CONTINUED)

DIRECTORS (Continued)
Independent Non-executive Directors

Professor Tao Xiaoming, aged 68, was appointed as an
independent non-executive Director on 3 March 2014. Professor Tao
is an elected fellow of The Textile Institute, the American Society of
Mechanical Engineers, the Royal Academy of Arts and Design and
Commerce of the United Kingdom, and has been the chair professor
in Textile Technology at the Institute of Textiles and Clothing of the
Hong Kong Polytechnic University since April 2002. She was elected
as the world president of The Textile Institute for a tenure of three
years from May 2007. Professor Tao received a bachelor's degree in
textile engineering from China Textile University (/7 B4 4% K )
(currently known as Donghua University (BRE£AE2%) in January 1982
and a doctorate degree in textile physics from University of New
South Wales in August 1987. From September 1987 to September
1988 and from October 1990 to September 1994, she was a scientist
of the Commonwealth Scientific and Industrial Research
Organisation of Australia. From October 1988 to January 1990, she
was a lecturer of Donghua University. Professor Tao was a recipient
of prestigious individual awards of the field: the honorary fellowship
of the Textile Institute in 2010, the founder award of the Fiber
Society of the United States in 2013, and Guanghua Engineering
Scientific and Technological Award of Chinese Academy of
Engineering in 2020. With seven academic monographs, over 800
research papers published and over 41 patents granted, she has
been internationally recognised in particular for her pioneering work
on smart textiles and clothing and fibre engineering such as
low-twist yarns, solospun yarns and fabric sensing technology which
have been widely applied in the textile industry.

Professor Cheng Longdi, aged 66, was appointed as an
independent non-executive Director on 21 November 2004.
Professor Cheng obtained his doctorate degree in textile
engineering from Donghua University in 2002 and has obtained the
fellowship of the China Textile Engineering Society. He is currently a
professor (2nd grade) in College of Textiles and an executive deputy
director of the Key Laboratory of Textile Science and Technology,
Ministry of Education, at Donghua University. Professor Cheng is a
member of the expert committee of each of the following
institutions: the China Cotton Textile Association of New Technology
(as a deputy director), the China Knitting Industrial Association, the
China Bast and Leaf Fibers Textile Association and the China Textile
Machinery Association. Professor Cheng was an engineer of the
China Textile Academy.
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DIRECTORS AND SENIOR MANAGEMENT (CONTINUED)

DIRECTORS (Continued)

Independent Non-executive Directors (Continued)

Mr. Shu Wa Tung, Laurence, aged 53, was appointed as an
independent non-executive Director on 25 May 2023. Mr. Shu has
over 30 years of experience in audit, corporate finance, investment
banking and financial management. He joined Deloitte Touche
Tohmatsu (“Deloitte”) in 1994 and later became a manager of the
Reorganisation Services Group of Deloitte and joined Deloitte &
Touche Corporate Finance Limited (a corporate finance service
company of Deloitte) as a manager from 2001 to 2002. From 2002
to 2005, Mr. Shu was a co-director of Goldbond Capital (Asia)
Limited. From May 2005 to July 2008, he served as the chief
financial officer and company secretary of the Company, overseeing
financial management functions. From July 2008 to June 2010,
Mr. Shu served as the chief financial officer of Rongsheng Heavy
Industries Holdings Limited (X8 8%E T #i% A R A 7)) and oversaw
the group’s financial management functions and corporate finance
activities as well as the daily management of the group’s finance
department. From July 2010 to July 2018, he served as the chief
financial officer of Petro-king OQilfield Services Limited (a company
listed on the Stock Exchange, stock code: 2178) and was responsible
for the group’s financial, accounting and legal functions. From
August 2018 to November 2019, Mr. Shu served as the chief
financial officer of Brainhole Technology Limited (a company listed
on the Stock Exchange, stock code: 2203) and was responsible for its
overall financial strategies and daily financial function. Mr. Shu was
an independent non-executive director of Chengdu Expressway Co.,
Ltd. (@ company listed on the Stock Exchange, stock code: 1785)
from November 2016 to September 2022, and was an independent
non-executive director of Twintek Investment Holdings Limited (a
company listed on the Stock Exchange, stock code: 6182) from
December 2017 to January 2026. He has been an independent non-
executive director of Riverine China Holdings Limited (a company
listed on the Stock Exchange, stock code: 1417) since November
2017, Goldstream Investment Limited (a company listed on the Stock
Exchange, stock code: 1328) since December 2019 and Zero Fintech
Group Limited (a company listed on the Stock Exchange, stock code:
0093) since April 2022. Mr. Shu has been the chief financial officer of
ContiOcean Environment Tech Group Co., Ltd. (@ company listed on
the Stock Exchange, stock code: 2613) since September 2020, he
was appointed as a director of such company in December 2022
and re-designated as an executive director of such company in July
2024. Mr. Shu graduated from Deakin University, Australia in 1994
with a bachelor degree in Business majoring in Accounting. He
received his CPA accreditation from the Hong Kong Institute of CPAs
in 1997 and is currently a member of the Hong Kong Institute of
CPAs. He also completed his CFO Programme at A7 BRI T pg £25%
(China Europe International Business School) in 2009. He has been a
member of the Hong Kong Independent Non-Executive Directors
Association since May 2019. He also received an executive Master of
Business Administration degree from Washington University in St.
Louis in the United States in May 2022. Mr. Shu's interest in the
Shares is disclosed under the paragraph headed “Report of the
Directors — Directors’ and chief executive’s interests and short
positions in the shares, underlying shares and debentures of the
Company or any associated corporation” in this annual report.
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DIRECTORS AND SENIOR MANAGEMENT (CONTINUED)

SENIOR MANAGEMENT

Ms. Zhou Xia, aged 57, is the Chief Operating Officer of the Group,
and she is responsible for the operational management of the
Group's yarn operation. Ms. Zhou graduated from the textile branch
of #EFEC T &7 (Wuxi Institute of Light Industry) in 1990. Ms.
Zhou has over 30 years of experience in the textile industry.

Mr. Cao Youchang, aged 57, is a vice president of the Group and
director of the yarn technology center of the Group. He is
responsible for the yarn technology management of the Group.
Mr. Cao graduated from F 3B %54 T 2T (Nantong Textile Industry
College) with a bachelor's degree in textile engineering in 1994.
Mr. Cao has over 26 years of experience in the textile industry.

Mr. Chen Xiachi, aged 54, is a Vice President of the Group and the
General Manager of the Cotton Business Department. Mr. Chen
graduated from the School of Management of Xiamen University
with a Master's degree in business administration. Prior to joining
the Group, Mr. Chen worked in the textile department of Xiamen ITG
Group Corp,, Ltd.

72  TEXHONG INTERNATIONAL GROUP LIMITED XIIEIMEEERAA

BREEAR

A&t 57w AKELERY RAEA
SEYBREBNLEEE - AL —NANE
FEEHETXSRNEOIRERX - BN
MBEREB=_TFLR -

BRERE 575 AKERIARE RS Bl
ROBE YEEASENYRRMERET
F-BEER-NNANFEXAMBHMTES
B TIER  YISELEM - BERERD
BERBO T FER -

REB L - 5458 ARBERREFRIERD
MEKE - RALEXENEMARSEIESE -
EIMERELREM - MAREER - REL
LERNEFIEESBRNBRABMEMRED



LFEH
CORPORATE INFORMATION

EXECUTIVE DIRECTORS
Mr. Hong Tianzhu (Chairman)

Mr. Zhu Yongxiang (Vice Chairman and Chief Executive Officer)

Mr. Ye Lixin

INDEPENDENT NON-EXECUTIVE DIRECTORS AND

AUDIT COMMITTEE

Mr. Shu Wa Tung, Laurence (Chairman)
Professor Tao Xiaoming
Professor Cheng Longdi

REMUNERATION COMMITTEE

Mr. Shu Wa Tung, Laurence (Chairman)
Professor Tao Xiaoming
Professor Cheng Longdi

NOMINATION COMMITTEE

Mr. Hong Tianzhu (Chairman)
Mr. Shu Wa Tung, Laurence
Professor Tao Xiaoming
Professor Cheng Longdi

ESG COMMITTEE

Mr. Zhu Yongxiang (Chairman)
Professor Tao Xiaoming
Professor Cheng Longdi

Mr. Shu Wa Tung, Laurence

COMPANY SECRETARY
Ms. Ng Sau Mei

AUTHORISED REPRESENTATIVES

Mr. Hong Tianzhu
Ms. Ng Sau Mei

HEAD OFFICE

Room 03, 37/F
Cable TV Tower
9 Hoi Shing Road
Tsuen Wan

Hong Kong

REGISTERED OFFICE

Cricket Square

Hutchins Drive, PO Box 2681
Grand Cayman KY1-1111
Cayman Islands
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CORPORATE INFORMATION (CONTINUED)

PRINCIPAL BANKS

Bank of China

The Hongkong and Shanghai Banking Corporation Limited
Standard Chartered Bank

Industrial and Commercial Bank of China

Bank of Communications

United Overseas Bank

China Merchants Bank

Hang Seng Bank Limited

Cathay United Bank

Joint Stock Commercial Bank for Foreign Trade of Vietnam

AUDITOR

PricewaterhouseCoopers
Certified Public Accountants and Registered PIE Auditor

LEGAL ADVISORS AS TO HONG KONG LAW
Chiu & Partners

PRINCIPAL SHARE REGISTRAR AND TRANSFER
OFFICE

Suntera (Cayman) Limited
Suite 3204, Unit 2A

Block 3, Building D

P.O. Box 1586

Gardenia Court

Camana Bay

Grand Cayman, KY1-1100
Cayman Islands

HONG KONG BRANCH SHARE REGISTRAR AND
TRANSFER OFFICE

Boardroom Share Registrars (HK) Limited
2103B

21st Floor

148 Electric Road

North Point

Hong Kong

WEBSITE

www.texhong.com

STOCK CODE
2678
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EEERE
REPORT OF THE DIRECTORS

The board of directors of the Company submit their report together
with the audited financial statements of the Company for the year
ended 31 December 2025.

PRINCIPAL ACTIVITIES AND GEOGRAPHICAL
ANALYSIS OF OPERATIONS

The Company is an investment holding company. The Group is
principally engaged in the manufacture and sale of yarns, grey
fabrics, non-woven fabrics and garment fabrics. The principal
activities of the principal subsidiaries of the Company are set out in
note 40 to the accompanying financial statements.

Business segments

The Group is engaged in the manufacturing and sale of yarns, grey
fabrics, non-woven fabrics and garment fabrics. Business analysis of
revenue, segment results, total assets and capital expenditure are set
out in note 5 to the accompanying financial statements.

Geographical segments

The Group mainly operates its business in China, Southeast Asia and
the Americas. Geographical analysis of revenue, segment results,
total assets and capital expenditure are set out in note 5 to the
accompanying financial statements.

BUSINESS REVIEW

For details of business review in relation to the development,
performance, position and likely future development of the
Company’s business as well as important events since the end of
the year and principal risks facing the Company, please refer to the
section headed “Management Discussion and Analysis” of this
annual report.

The Group recognises the importance of compliance with rules and
regulations and the impact of non-compliance with such rules and
regulations on the business. During the year ended 31 December
2025, to the best knowledge of the Directors, the Group has
complied with all the relevant laws and regulations that have a
significant impact on the Group in relation to its business including
health and safety, workplace conditions, employment and the
environment.

As a socially responsible corporation, the Group is committed to
maintaining the highest environmental and social standards to
ensure sustainable development of its business. The Group
understands that a better future depends on everyone's
participation and contribution. All employees are encouraged to
participate in environmental and social activities which benefit the
community as a whole.
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REPORT OF THE DIRECTORS (CONTINUED)

BUSINESS REVIEW (Continued)

The Group advocates cleaner production and pursues both
environmental and economic benefits through means such as
reducing pollutant emissions, improving energy efficiency and
reducing material consumption. The Group also implements various
office resource-reduction measures, encouraging employees to
develop good habits, conserve resources and energy to build a
green and comfortable office environment.

Details of the Group's environmental policies and performance can
be found in the Environmental, Social and Governance Report of the
Group dated 26 March 2026.

RELATIONSHIP WITH STAKEHOLDERS

The Company recognises that employees are its valuable assets.
Thus, the Group provides competitive remuneration packages to
attract and motivate its employees. The Group regularly reviews the
remuneration packages of its employees and makes necessary
adjustments to conform to the market standard.

The Group also understands that it is important to maintain good
relationship with its business partners to achieve its long-term goals.
Accordingly, the Directors or senior management have maintained
good communication, exchanged feedback and shared business
updates with them when appropriate. During the year ended
31 December 2025, there was no material and significant dispute
between the Group and its business partners.

CHARITABLE CONTRIBUTIONS

During the Year, the Group made charitable contributions amounted
to approximately RMB5,708,000.

RESULTS AND DISTRIBUTION

The results of the Group for the year ended 31 December 2025 are
set out in the consolidated income statement on page 108 of this
annual report.

During the Year, the Board resolved not to declare any interim
dividend in respect of the six months ended 30 June 2025.

After the end of the financial year, the Board resolved to
recommend no dividend be paid in respect of the financial year
ended 31 December 2025.

RESERVES

Details of movements in the reserves of the Group during the year
ended 31 December 2025 are set out in note 27 to the
accompanying financial statements.
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EFEHRE W)
REPORT OF THE DIRECTORS (CONTINUED)

SHARE CAPITAL

Details of the movements in share capital of the Company are set
out in note 26 to the accompanying financial statements.

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in property, plant and equipment of the
Group during the year ended 31 December 2025 are set out in note
14 to the accompanying financial statements.

DEBENTURE ISSUED

There was no debenture issued by the Company during the Year.

DISTRIBUTABLE RESERVES

The Company's distributable reserves as at 31 December 2025 are
set out in note 38 to the accompanying financial statements.

PRE-EMPTIVE RIGHTS

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

TAX RELIEF AND EXEMPTION

The Company is not aware of any tax relief or exemption available
to the shareholders of the Company by reason of their holding of
the Company’s securities.

FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the
Group for the last five financial years is set out on page 2 of this
annual report.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES

The Company believes that in addition to the sustained increase of
earnings per share and the intrinsic value per share, the repurchase
of the Company's shares at the appropriate timing could also be an
important metric to enhance long-term value of the shareholders of
the Company.

At the annual general meeting on 23 May 2025, the Company's
shareholders granted a general mandate to the Directors to
repurchase shares of the Company (the “Repurchase Mandate”),
pursuant to which the Company is allowed to repurchase up to 10%
of the total number of issued shares of the Company as at the date
of the annual general meeting.
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REPORT OF THE DIRECTORS (CONTINUED)

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES (Continued)

During the Year, the Company repurchased under the Repurchase
Mandate a total of 956,500 Shares on the Stock Exchange,
representing approximately 0.1042% of the total issued shares of the
Company (i.e. 918,000,000 shares) as at 31 December 2025, with the
aggregate price paid amounting to approximately HKS$4,354,240
which was paid out from the Company's reserves. All Shares
repurchased during the Year were held as treasury shares (as
defined in the Listing Rules), which may be resold on the market at
market prices to raise funds for the Company, or transferred or used
for other purposes, subject to compliance with the articles of
association of the Company, the applicable laws of the Cayman
Islands and the Listing Rules. During the Year, no treasury shares
were resold and accordingly, there were 956,500 Shares held by the
Company in treasury as at 31 December 2025.

The share repurchases reflected the Company’s solid financial
position and the Board'’s strong confidence in the Company’s future
business prospects. The Directors believed that the share
repurchases were in the best interest of the Company and the
shareholders as a whole.

Details of the shares of the Company repurchased on the Stock
Exchange during the Year are as follows:

BE HEREE LRSS @)

FR - ARRREBERRELEHIATER S X
956,500 it - MER _ZE_HAF+_A=+
—RzBEITRMHEE R (81918,000,0008%) 4
0.1042% * Sh UL PT S (B 1% 42 B8 40 /54,354,240%8
T BARBINFEERMN - FREEBRZHME
BOHBEEFRD R ETRAMTEE) &
ARG EEMEERENAARARRIEEES
R HEES AR AEMAL - EAESTAR QR A
ERMA - HEHESERAEERETRA - F
N ERATSEEEFRS @ Bt - A27R
—E AT+ A=+ —HUEGFEAAEE
956,500 % 17 ©

BOBERRARBMBRARBRIESTSY
ARBRREBHBEFRRED - BEFRL K
MBLENAEARNAR REBRREENFENER -

AR FFRERRFEZRHEEDT

Number of Purchase price paid per Share
Shares BRENBEER Aggregate
Month B repurchased Highest Lowest price paid
(HK$) (HK$) (HK$)
BEROEE -] RE FAERAE
(&) (&) (&)
October 2025 —E-FE+A 421,500 458 452 1,916,100
December 2025 ZE-hEFTZA 535,000 4.66 449 2,438,140
Total @t 956,500 466 449 4,354,240

Save as disclosed above, there was no purchase, sale or redemption
of the Company’s listed securities (including sale of treasury shares)
by the Company or its subsidiaries during the year ended
31 December 2025.
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REPORT OF THE DIRECTORS (CONTINUED)

DIRECTORS

The Directors during the Year and up to the date of this report
were:

Mr. Hong Tianzhu

Mr. Zhu Yongxiang

Mr. Ye Lixin

Professor Tao Xiaoming*
Professor Cheng Longdi*
Mr. Shu Wa Tung, Laurence*

* Independent non-executive Directors

In accordance with Article 108(A) of the articles of association of the
Company, at each annual general meeting one-third of the Directors
for the time being (or, if their number is not a multiple of three, the
number nearest to but not less than one-third) shall retire from
office by rotation provided that every Director shall be subject to
retirement at an annual general meeting at least once every 3 years.
A retiring Director shall be eligible for re-election. The Company at
the general meeting at which a Director retires may fill the vacated
office.

In accordance with Article 108(B) of the articles of association of the
Company, the Directors to retire by rotation shall include (so far as
necessary to obtain the number required) any Director who wishes
to retire and not to offer himself for re-election. Any further
Directors so to retire shall be those who have been longest in office
since their last re-election or appointment and so that as between
persons who became or were last re-elected Directors on the same
day those to retire shall (unless they otherwise agree among
themselves) be determined by lot.

Mr. Zhu Yongxiang and Mr. Shu Wa Tung, Laurence will retire from
office by rotation and they, being eligible, will offer themselves for
re-election at the forthcoming annual general meeting.

DIRECTORS’ SERVICE CONTRACTS

Each of Mr. Hong Tianzhu and Mr. Zhu Yongxiang, being executive
Directors, has entered into a service contract with the Company for
an initial term of one year, and will continue thereafter for
successive terms of one year until terminated by not less than three
months' notice in writing served by either party on the other
expiring at the end of the initial term or at any time thereafter.

Mr. Ye Lixin, an executive Director, has entered into a service
contract with the Company for an initial term of three years, and will
continue thereafter for successive terms of one year until terminated
by not less than three months’ notice in writing served by either
party on the other expiring at the end of the initial term or at any
time thereafter.
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REPORT OF THE DIRECTORS (CONTINUED)

DIRECTORS’ SERVICE CONTRACTS (Continued)

Each of Professor Tao Xiaoming, Professor Cheng Longdi and
Mr. Shu Wa Tung, Laurence all being independent non-executive
Directors, has been appointed for an initial term of one year
commencing from their respective dates of appointment as an INED
renewable automatically for a successive term of one year each
commencing from the next day after the expiry of the then current
term, unless terminated by not less than three months’ notice in
writing served by either party on the other, expiring at the end of
the initial term or at any time thereafter.

None of the Directors, including those proposed for re-election at
the forthcoming annual general meeting, has an unexpired service
contract which is not determinable by the Company or any of its
subsidiaries within one year without payment of compensation,
other than statutory compensation.

PERMITTED INDEMNITY PROVISION

A permitted indemnity provision for the benefit of the Directors is
currently in force and was in force throughout the Year. The
Company has taken out and maintained appropriate insurance
coverage in respect of potential legal actions against its Directors
and officers.

INDEPENDENCE OF INDEPENDENT
NON-EXECUTIVE DIRECTORS

Each INED shall inform the Company as soon as practicable if there
is any change of circumstances which may affect his independence.
None of the INEDs has informed the Company that there was any
change of circumstances which may have affected his
independence during the Year.

The Nomination Committee has assessed the independence of each
INED based on the criteria set out in Rule 3.13 of the Listing Rules,
and the Board and the Nomination Committee consider that all the
Independent Non-Executive Directors are independent.

EMOLUMENTS OF DIRECTORS, FIVE HIGHEST
PAID DIRECTORS/EMPLOYEES AND SENIOR
MANAGEMENT

Details of the emoluments of the Directors on a named basis during
the Year are set out in note 39 to the accompanying financial
statements.

Details of the five highest paid individuals during the Year are set
out in note 8 to the accompanying financial statements.
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EFEHRE W)
REPORT OF THE DIRECTORS (CONTINUED)

EMOLUMENTS OF DIRECTORS, FIVE HIGHEST
PAID DIRECTORS/EMPLOYEES AND SENIOR
MANAGEMENT (Continued)

During the Year, the remuneration of the senior management by
band is set out as follows:

EE - AIBSH2ESE RBEERER
EBEABZHME &)

NTRENSRERABZHMBRE DT

Number of senior

management

Remuneration bands members
¥ i =8 SREEBAEAY
Below RMB1,000,000 A R #1,000,0007C A T 0
RMB1,000,001 to RMB2,000,000 AR #1,000,001 7T 2 A R #2,000,0007T 0
RMB2,000,001 to RMB3,000,000 AR # 2,000,001 7T 2 A R % 3,000,000 0
RMB3,000,001 to RMB4,000,000 AR #3,000,001 7T 2 A R%4,000,0007C 2
RMB4,000,001 to RMBS5,000,000 AR #4,000,001 702 A R #5,000,0007C 0
1

Above RMB5,000,000

A B #5,000,0007C A+

REMUNERATION OF DIRECTORS

The Company has adopted a directors (and senior management)
remuneration policy to maintain fair and competitive packages of
the Directors based on the business needs of the Group and
industry practice. For determining the remuneration packages of
each Director, market rates and factors such as individual workload,
duties and required commitment are taken into account (including
their individual performance or the performance of the respective
department(s) and business unit(s) that they are in charge). In
addition, factors comprising economic and market situations,
individual contributions to the Group’s results and development as
well as individual's potential are considered when determining the
remuneration packages of Directors. At the same time, remuneration
levels shall be sufficient to attract and retain Directors to run the
Group successfully without paying more than necessary.

The Remuneration Committee assists the Board on formulating
remuneration policy and determining the emoluments of the
Directors. Responsibilities and work performed in the Year by the
Remuneration Committee are stated on pages 40 to 41 in the
Corporate Governance Report.

During the Year, there was no arrangement under which a Director
waived or agreed to waive any emoluments.

RETIREMENT BENEFIT SCHEMES

Particulars of the Group's retirement benefit schemes are set out in
note 8 to the accompanying financial statements.

All of the Group's retirement benefit schemes are defined
contribution schemes. All contributions are vested immediately
when contributed and no contribution may be forfeited to reduce
the existing levels of contributions by the Group.

EQUITY-LINKED AGREEMENTS

There was no equity-linked agreement entered into by the
Company, or which subsisted, during or at the end of the year
ended 31 December 2025.
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REPORT OF THE DIRECTORS (CONTINUED)

BIOGRAPHICAL DETAILS OF DIRECTORS AND
SENIOR MANAGEMENT

Brief biographical details of the Directors and senior management as
at the date of this annual report are set out on pages 69 to 72 of
this annual report.

CHANGES OF INFORMATION UNDER RULE
13.51B(1) OF THE LISTING RULES

Mr. Shu Wa Tung, Laurence, an independent non-executive Director,
resigned as an independent non-executive director of Twintek
Investment Holdings Limited (a company listed on the Stock
Exchange, stock code: 6182) with effect from 5 January 2026.

Save as disclosed above, there is no other information required to be
disclosed by the Company pursuant to Rule 13.51B(1) of the Listing
Rules for the Year (and up to the date of this annual results
announcement).

DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS
AND SHORT POSITIONS IN THE SHARES,
UNDERLYING SHARES AND DEBENTURES OF THE
COMPANY OR ANY ASSOCIATED CORPORATION

As at 31 December 2025, the interests and short positions of each
Director and chief executive of the Company in the shares,
underlying shares and debentures of the Company and its
associated corporations (within the meaning of Part XV of the SFO),
as recorded in the register maintained by the Company under
Section 352 of the SFO or as otherwise notified to the Company
and the Stock Exchange pursuant to the Model Code contained in
the Listing Rules, were as follows:

EEREREBEABZEAGE

BENSREBEAEBRAFERA P ZEAAGE
BN AFRFEORT2E ©

EHRAE13.51B(NRE N ER S

HEREE RBUFNATESE CHELRE
REZEREARAR (—HRBRM ETHARF
PRIDREE - 6182) MBI FFHMITERRYG - B =
EoRFE-AEBRER-

BEXPIEEN  FR(REERAZFEER
AR ARAMEEMBRE ELTRAE
1351BMRBTFREZER -

EERESTRAERAQAREM
MEBEE 2 RG - HEROREEE
ZEBRAR

R-ZE-RAF+-_A=+—H ARRIZES
FEEITERABRARR REBEEE (Fx
BEANLHEEHEXVE) 2 ki - 8RR GS
MEEERREZEZRAR (BELBERRE
BHEREEGIEIDEARRFE 2 ELMA
F RERE ETRAEAIRESTR ST
RARRBI MR PE) T

Ordinary shares of the relevant corporation: HEERE 2 TRk
Approximate
percentage
Number of of interest
shares interested in such corporation
Company/Name of associated (Note 1) (Note 2)
Name of directors corporation Nature of LEEEMN EZEEERN
of the Company AR/ interest RO EE BHABS
ANREERA A EEE BEME (Hizt1) (Hrit2)
Mr. Hong Tianzhu the Company Interest of controlled 544,742,400 (L) 59.34%
ERMEE NG corporation(s) (Note 3)
gt llob N0k da (Hat3)
the Company Beneficial owner 5,400,000 (L) 0.59%
ARE BRBEBA
the Company 550,142,400 (L) 59.93%

UN/NG]
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DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS
AND SHORT POSITIONS IN THE SHARES,
UNDERLYING SHARES AND DEBENTURES OF THE
COMPANY OR ANY ASSOCIATED CORPORATION

EERESTRAERAQAREM
MBOEE 2R G - HEROREEE
ZREERRRE (#)

(Continued)
Approximate
percentage
Number of of interest
shares interested in such corporation
Company/Name of associated (Note 1) (Note 2)
Name of directors corporation Nature of LEEEN EZEEERY
of the Company AR/ interest R EE BHABSL
AARESHS BB EEEE BERME (fat1) (hi#2)
Texhong Group Holdings Limited Beneficial owner 1L 100.00%
EXBEEA (Note 3)
(H5#3)
New Green Group Limited Interest of controlled (8] 100.00%
corporation(s) (Note 3)
PGl 8) =B R (Hizt3)
Trade Partner Investments Limited Interest of controlled 5,744(L) 57.44%
corporation(s) (Note 3)
PGl 8) =B R (Hizt3)
Mr. Zhu Yongxiang the Company Interest of controlled 219,900,000(L) 23.95%
FkERE NG corporation(s) (Note 4)
PGl 8) =B R (Hizta)
Trade Partner Investments Limited Interest of controlled 4,256(L) 42.56%
corporation(s) (Note 4)
sl e) =B R n (Hizta)
Mr. Shu Wa Tung, Laurence the Company Beneficial owner 80,000 (L) 0.01%
HEREE /NS EREEA
Notes: Biat -
1. The letter “L” denotes the person’s long position in the shares of such 1. [LIRERZATRZEENRD 258 ©

corporation.

2. As at 31 December 2025, the number of issued ordinary shares
(including treasury shares (if any)) of the Company, of New Green
Group Limited, of Trade Partner Investments Limited, and of Texhong
Group Holdings Limited were 918,000,000, 1, 10,000 and T,
respectively.

2. RZE-_AF+-_A=+—H A2QF * New
Green Group Limited  Trade Partner Investments
Limited &2 Texhong Group Holdings Limited & %
TrERR(BEBRFERD (WA DA
918,000,000% + 1A% * 10,000 K2 1A% -
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DIRECTORS’ AND CHIEF EXECUTIVE'’S INTERESTS
AND SHORT POSITIONS IN THE SHARES,
UNDERLYING SHARES AND DEBENTURES OF THE
COMPANY OR ANY ASSOCIATED CORPORATION
(Continued)

Notes: (Continued)

3.

Of the 544,742,400 Shares, (a) 392,842,400 Shares were beneficially
owned by New Green Group Limited, the entire issued share capital
of which was beneficially owned by Texhong Group Holdings Limited,
a company wholly owned by Mr. Hong Tianzhu; and (b) 151,900,000
Shares were beneficially owned by Trade Partner Investments Limited,
the entire issued share capital of which was beneficially owned as to
5744% by New Green Group Limited. Under the SFO, Mr. Hong
Tianzhu was deemed to be interested in all the Shares held by New
Green Group Limited and Trade Partner Investments Limited. As
Texhong Group Holdings Limited and New Green Group Limited are
holding companies of the Company while Trade Partner Investments
Limited is a fellow subsidiary of the Company, each of Texhong
Group Holdings Limited, New Green Group Limited and Trade Partner
Investments Limited is an associated corporation (within the meaning
of Part XV of the SFO) of the Company. Under the SFO, Mr. Hong
Tianzhu was deemed to be interested in the 1 share of New Green
Group Limited held by Texhong Group Holdings Limited and the
5,744 shares of Trade Partner Investments Limited held by New Green
Group Limited. Mr. Hong Tianzhu is a director of Texhong Group
Holdings Limited, New Green Group Limited and Trade Partner
Investments Limited.

Of the 219,900,000 Shares, (a) 68,000,000 Shares were beneficially
owned by Wisdom Grace Investments Limited, a company wholly
owned by Mr. Zhu Yongxiang; and (b) 151,900,000 Shares were
beneficially owned by Trade Partner Investments Limited, the entire
issued share capital of which was beneficially owned as to 42.56% by
Wisdom Grace Investments Limited. Under the SFO, Mr. Zhu
Yongxiang was deemed to be interested in all the Shares held by
Wisdom Grace Investments Limited and Trade Partner Investments
Limited. As Trade Partner Investments Limited is a fellow subsidiary of
the Company, it is an associated corporation (within the meaning of
Part XV of the SFO) of the Company. Under the SFO, Mr. Zhu
Yongxiang was deemed to be interested in the 4,256 shares of Trade
Partner Investments Limited held by Wisdom Grace Investments
Limited. Mr. Zhu Yongxiang is a director of Wisdom Grace
Investments Limited and Trade Partner Investments Limited.

Save as disclosed above, as at 31 December 2025, none of the
Directors and chief executives of the Company had or was deemed
to have any interests or short positions in the shares, underlying
shares or debentures of the Company and any of its associated
corporations (within the meaning of Part XV of the SFO), which were
required to be recorded in the register maintained by the Company
under Section 352 of the SFO or to be otherwise notified to the
Company and the Stock Exchange pursuant to the Model Code.
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Investments Limited 4,256 % f% 7 FP {5 G #E 25 o
RIKFESL A A Wisdom Grace Investments Limited
X Trade Partner Investments Limited 2 Z % ©
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REPORT OF THE DIRECTORS (CONTINUED)

SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND
SHORT POSITIONS IN SHARES AND UNDERLYING

SHARES AND DEBENTURES OF THE COMPANY

As at 31 December 2025, the interests or short positions of the
persons (other than a Director or chief executive of the Company) or
corporations in the shares, underlying shares or debentures of the
Company, as recorded in the register maintained by the Company

FERREARD
EEEzZERRK

AR - HER G R
KR

R-F-_AF+-A=1t—8 BEALQLFE
ARAZEFXRFITRAR) EERAR
Az kAR FEEZERIXAR (B
N IRIBESZ RARERAIEBFARRFE

under Section 336 of the SFO, were as follows: ZERMARF) WOT
Ordinary shares of the Company: PAN/NE] o il g
Number of
shares interested
(Note 1)
Name of the Nature of LEERW Approximate
substantial shareholders interests e e percentage
TERRHE BB EEME (HreE1) BAOBDLE
New Green Group Limited Beneficial owner 392,842,400 (L) 42.79%
BEmiEA A (Note 2)
(H15E2)
Interest of controlled 151,900,000 (L) 16.55%
corporation(s) (Note 3)
FIT 12 1] 0 0% B ) i 25 (H15#3)
544,742,400 (L) 59.34%
Trade Partner Investments Limited Beneficial owner 151,900,000 (L) 16.55%
BB A (Note 3)
(K7az3)
Wisdom Grace Investments Limited Beneficial owner 68,000,000 (L) 741%
EEEAA
Interest of controlled 151,900,000 (L) 16.55%
corporation(s) (Note 3)
FIT 428 1) 0 0% B | i 2 (H15#3)
219,900,000 (L) 23.95%
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REPORT OF THE DIRECTORS (CONTINUED)

SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND
SHORT POSITIONS IN SHARES AND UNDERLYING

SHARES AND DEBENTURES OF THE COMPANY

FERRER
EBREECESZERAR &)

DNAEKRG - HERO R

(Continued)

Number of
shares interested
(Note 1)

Name of the Nature of LEERW Approximate

substantial shareholders interests vl S 4E| percentage

TERRHR BB EmtE (HreE1) BAOBEDLE

Texhong Group Holdings Limited Interest of controlled 544,742,400 (L) 59.34%
corporation(s) (Notes 2 and 3)
FIT 12 1] 0 0 B ) 4 25 (Brat2X%3)

Ms. Ke Luping Interest of spouse 550,142,400 (L) 59.93%
&S e+ B 4B 7 5 (Note 4)
(H1it4)

Ms. Zhao Zhiyang Interest of spouse 219,900,000 (L) 23.95%
HESZ T B 4B 7 5 (Note 5)
(H15E5)

Mr. Hui Ching Lau Interest of controlled 64,200,000 (L) 6.99%
BT E corporation(s) (Note 6)
FIT 12 11| 0 0% 8] ) 4 25 (Hite)

Event Star Limited Beneﬁcial owner 64,200,000 (L) 6.99%
EnlEE A (Note 6)
(H1it6)

FIL Limited Interest of controlled 46,030,840 (L) 5.01%
corporation(s) (Note 7)
FIT 12 1] 0 02 B ) 4 25 (Hat7)

Pandanus Associates Inc. Interest of controlled 46,030,840 (L) 5.01%
corporation(s) (Note 7)
FIT 12 1] 0 02 8] ) 4 25 (H&t7)

Pandanus Partners L.P. Interest of controlled 46,030,840 (L) 5.01%

corporation(s)

PIT P2 1) B0 )5 181 RO #E 2

(Note 7)
(H15E7)

Notes:

Byt

1. The letter “L" denotes the person’s or corporation’s long position in the 1.

Shares.

2. 392,842,400 Shares were beneficially owned by New Green Group 2.
Limited, the entire issued share capital of which was beneficially
owned by Texhong Group Holdings Limited. Under the SFO, Texhong
Group Holdings Limited was deemed to be interested in all the

Shares held by New Green Group Limited.
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EFEHRE W)
REPORT OF THE DIRECTORS (CONTINUED)

SUBSTANTIAL SHAREHOLDERS' INTERESTS AND
SHORT POSITIONS IN SHARES AND UNDERLYING
SHARES AND DEBENTURES OF THE COMPANY
(Continued)

Notes: (Continued)

3. 151,900,000 Shares were beneficially owned by Trade Partner
Investments Limited, the entire issued share capital of which was
beneficially owned as to 57.44% by New Green Group Limited and
42.56% by Wisdom Grace Investments Limited. Under the SFO, each
of Texhong Group Holdings Limited, New Green Group Limited and
Wisdom Grace Investments Limited was deemed to be interested in
all the Shares held by Trade Partner Investments Limited.

4. Ms. Ke Luping is the spouse of Mr. Hong Tianzhu. Under the SFO, Ms.
Ke Luping was deemed to be interested in all the Shares Mr. Hong
Tianzhu was interested in.

5. Ms. Zhao Zhiyang is the spouse of Mr. Zhu Yongxiang. Under the SFO,
Ms. Zhao Zhiyang was deemed to be interested in all the Shares Mr.
Zhu Yongxiang was interested in.

6. 64,200,000 Shares were beneficially owned by Event Star Limited, a
company which is 100% controlled by Mr. Hui Ching Lau. Under the
SFO, Mr. Hui Ching Lau was deemed to be interested in all the Shares
held by Event Star Limited.

7. According to the Form 2 — Corporate Substantial Shareholders Notice
filed by each of Pandanus Associates Inc., Pandanus Partners L.P. and
FIL Limited on 31 December 2025, FIL Limited, through its various
controlled corporations, was interested in an aggregate of 46,030,840
Shares. FIL Limited is owned as to approximately 48.83% by Pandanus
Partners LP, which is in turn 100% controlled by Pandanus Associates
Inc. Under the SFO, each of Pandanus Partners L.P. and Pandanus
Associates Inc. is deemed to be interested in the 46,030,840 Shares in
which FIL Limited is deemed to be interested.

Save as disclosed above, as at 31 December 2025, the Directors were
not aware of any other person or corporation having interests or
short positions in the shares or underlying shares of the Company,
which were required to be recorded in the register maintained by
the Company under Section 336 of the SFO.

ARRANGEMENTS TO PURCHASE SHARES OR
DEBENTURES

Save as disclosed in this annual report, at no time during the Year
was the Company, or any of its holding companies, subsidiaries or
fellow subsidiaries, a party to any arrangements to enable the
Directors to acquire benefits by means of acquisition of shares in or
debenture of the Company or any other body corporate.

FERRERDARD - HERSO R
EERzZERRAE @)

Wiz : (&)

3. 151,900,000 i% 17 ATrade Partner Investments
LimitedBEm#H © Mz A A2 EHITRA
Z.57.44% A New Green Group Limited E m A
&42 56% A Wisdom Grace Investments Limited

WmEEE - RIEEFRBAE KD - Texhong
Group Holdings Limited » New Green Group
Limited & Wisdom Grace Investments Limited &
B 3 4% AR Trade Partner Investments Limited$¥
B2BERDHRINEEZ -

4. ML TRARNEEZRSG - REZFR
BIRARDY - 174555 S0 LI RO R SE A
BRERZAARDTEARER -

5. S Tﬁﬁt:tﬁ'ﬁkﬂdiﬁ'ﬁizmﬁ RIBES N
HE GG BES L IRIE RN AR TR
ﬁf“*ZF)’T*ﬁﬂxfﬁqﬂﬁﬁﬁE*f’

6. 64,200,000 A% A% 1 AEvent Star Limited & 25 ¥
B MZABAFIBMRATE100%EH - IRIEE
AR EREIEHI - 5 R T E AR AR Event Star
Limited¥ 8 2 FTERMDF (B R -

7. R4 Pandanus Associates Inc. Pandanus
Partners LP.}z FIL Limited &R —Z -_HF+
ZAZTTHERRGFEMARE2 — EBARRE
i@%ﬂ FIL Limited 35 38 F 2 fE 2 1 69 7% B 7
& 3£46,030,840& B 0 PG B R o FIL lelted
F Pandanus Partners LP.#EB £948.83% & &5
Pandanus Partners L.P.All# Pandanus Assooates
Inc.2& %A - RIEFHKHEIED - Pandanus
Partners LP.} Pandanus Associates Inc. & B #1%
AR FIL Limited 4R 7215 78 # %5 2 46,030,840 %
IR 4GB s o

B EXFREEN RZT_RAF+_A=+
—EI EXWTABEMEMALIOEERAE
REW D AR FIEEERIOAR (B
T RO IR IBE 5 NI E R DI 5 336 (R A R Bl1F
BEZERMAZE) -
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REPORT OF THE DIRECTORS (CONTINUED)

DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS

Save as disclosed in this annual report, no transaction, arrangement
or contract of significance to which the Company, or any of its
holding companies, subsidiaries or fellow subsidiaries, was a party,
and in which a director of the Company or an entity connected
with such director had a material interest (direct or indirect),
subsisted at the end of the Year or at any time during the Year.

Save as disclosed in this annual report, no controlling shareholder of
the Company or any of its subsidiaries had any contract of
significance (including contract of significance for the provision of
services) with the Company or its subsidiaries during the Year.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of the
whole or any substantial part of the business of the Company
(which is not a contract of service with any director of the Company
or any person engaged in full-time employment of the Company or
its subsidiaries) were entered into during the Year or subsisted at
the end of the Year.

MAJOR CUSTOMERS AND SUPPLIERS

During the Year, the percentages of purchases and sales attributable
to the Group's major suppliers and customers were as follows:

Purchases
— the largest supplier 7.0%
— five largest suppliers combined 19.9%
Sales
— the largest customer 5.5%
— five largest customers combined 11.9%

None of the Directors, their close associates or any shareholder of
the Company (which to the knowledge of the Directors owns more
than 5% of the number of issued Shares (excluding treasury shares))
had an interest in the major suppliers or customers of the Group
noted above.
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REPORT OF THE DIRECTORS (CONTINUED)

CONNECTED TRANSACTIONS

During the year ended 31 December 2025, the Group conducted the
following connected transactions required to be disclosed under
Rule 14A.71 of the Listing Rules, or had material updates on the
previous connected transactions as follows:

Connected transaction — Partial Unwinding of certain
Acquisition of Assets in Vietnam

On 7 November 2022, a wholly-owned subsidiary of the Company
("HK Co") and HaiHa Industrial Park Vietnam Limited (& T 2B [&
M EI AR A B]) (“Haiha Industrial Park VN) entered into an asset
purchase agreement (the "Asset Purchase Agreement”), pursuant to
which HK Co agreed to purchase, and Haiha Industrial Park VN
agreed to sell, certain plots of land and infrastructure and ancillary
equipment thereon. Pursuant to the Asset Purchase Agreement (as
supplemented), Haiha Industrial Park VN had undertaken to HK Co
that, among others, it shall complete the registration of the transfer
of the legal title of the subject lands (the “Registration”) by
31 March 2025; and in case the Registration cannot be completed
by 31 March 2025, Haiha Industrial Park VN shall return to HK Co the
consideration received together with all the interest accrued in
respect of the parcel of land together with the buildings and all
assets attached to the land for which the Registration cannot be
completed (after deducting the fees generated from the provisions
of utilities received in respect of the parcel of land and the
operation cost) (the “Return Consideration”). However, an application
made to the relevant authorities for a change of use of one of the
land lots (“Land Lot 1”) for the purpose of the Registration had been
rejected. Meanwhile, the other land lot to be acquired (“Land Lot 2")
had been subsequently rezoned into two plots, of which
Registration for one (which housed the target assets situated on
Land Lot 2) had been completed. Progress of Registration for the
remaining plot (which is vacant) (“Land Lot 2B"), however, remained
slow. After due and careful consideration and assessment of the
feasibility of completing the Registration given the slow progress
and other relevant factors, the Directors were of the view that it
would be in the best interests of the Group and the shareholders of
the Company to discontinue attempts to complete with Registration
of Land Lot 1 and that there was no need to proceed with the
Registration of Land Lot 2B. Accordingly, on 24 March 2025, the
parties agreed to discontinue attempts to complete the Registration
of Land Lot 1 and Land Lot 2B and unwind the acquisition (the
“Unwinding”) of Land Lot 1, the infrastructure and ancillary
equipment thereon and Land Lot 2B (together, the “Returned
Assets”) in accordance with the terms of the Asset Purchase
Agreement (as supplemented) with effect from 1 April 2025. During
the Year, Haiha Industrial Park VN has refunded the Return
Consideration of approximately US$13.4 million attributable to the
Returned Assets, and the Returned Assets have been derecognized
accordingly from the consolidated financial statements of the
Group.
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REPORT OF THE DIRECTORS (CONTINUED)

CONNECTED TRANSACTIONS (Continued)

Connected transaction — Partial Unwinding of certain
Acquisition of Assets in Vietnam (Continued)

Haiha Industrial Park VN was established in Vietnam and is ultimately
owned as to 78% by Mr. Hong Tianzhu, the chairman of the
Company and an executive Director, and as to 22% by Mr. Zhu
Yongxiang, the vice chairman and the chief executive officer of the
Company and an executive Director. Haiha Industrial Park VN is
principally engaged in infrastructure development.

The Group conducts manufacturing operations at its self-operated
production facilities (“Texhong Production Facilities”) in Hai Ha
Industrial Park and Ports, Quang Ha township, Hai Ha District, Quang
Ninh Province, Vietnam.

Haiha Industrial Park VN is a connected person of the Company by
virtue of its being an associate of Mr. Hong Tianzhu, the chairman of
the Board and an executive Director. Therefore, the transactions
under the supplemental agreement to the Asset Purchase
Agreement (as supplemented) constituted connected transactions of
the Company under Chapter 14A of the Listing Rules.

For further details, please refer to the announcements of the
Company dated 7 November 2022, 8 December 2022, 3 February
2023, 15 March 2024, 15 April 2024, 24 March 2025 and 2 May
2025, and the circular of the Company dated 9 December 2022.

Continuing connected transaction — 2025 Utilities Supply
Framework Agreement

To ensure sufficient supply of steam, water for industrial use and
liquefied petroleum gas (the “Utilities”) by Haiha Industrial Park VN to
the Group after the Unwinding, on 24 March 2025, Haiha Industrial
Park VN and the Company entered into a utilities supply framework
agreement (the “2025 Utilities Supply Framework Agreement”),
pursuant to which Haiha Industrial Park VN shall supply the Utilities
to the Group for the period from 1 April 2025 to 31 December
2025.

Fees for the Utilities were determined with reference to operating
costs attributable to supply of the Utilities incurred by Haiha
Industrial Park VN, and/or additional factors where applicable, such
as the prevailing market price of coal (in the case of supply of
steam), water resources fee prescribed by the Vietnam government
(in the case of supply of water for industrial use), and procurement
costs at which Haiha Industrial Park VN sourced from its upstream
suppliers (in the case of supply of liquefied petroleum gas).
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REPORT OF THE DIRECTORS (CONTINUED)

CONNECTED TRANSACTIONS (Continued)

Continuing connected transaction — 2025 Utilities Supply
Framework Agreement (Continued)

For the connected relationship between Haiha Industrial Park VN and
the Company, please refer to section headed “Connected
transaction — Partial Unwinding of certain Acquisition of Assets in
Vietnam” above.

Haiha Industrial Park VN is a connected person of the Company by
virtue of its being an associate of Mr. Hong Tianzhu, the chairman of
the Board and an executive Director. Therefore, the transactions
under the 2025 Utilities Supply Framework Agreement constitute
continuing connected transactions of the Company under Chapter
14A of the Listing Rules.

For further details, please refer to the announcement of the
Company dated 24 March 2025.

The annual cap for the 2025 Utilities Supply Framework Agreement
for the period from 1 April 2025 to 31 December 2025 was set as
RMB35 million. The actual transaction amount under the 2025
Utilities Supply Framework Agreement for the period from 1 April
2025 to 31 December 2025 was approximately RMB12.6 million.

Continuing connected transaction — Wastewater Treatment
and Administrative Services Framework Agreement

On 17 January 2023, Haiha Industrial Park VN and the Company
entered into a framework agreement (the “Wastewater Treatment
and Administrative Services Framework Agreement”) pursuant to
which Haiha Industrial Park VN shall provide wastewater treatment
services and administrative services (the “Services”) to the Group
with effect from 1 January 2023 to 31 December 2025.

Fees for the Services were determined with reference to operating
costs attributable to supply of the Services incurred by Haiha
Industrial Park VN, and/or additional factors where applicable, such
as the grade of the production wastewater which depends on its
components such as colour, acidity and solids content (in the case
of production wastewater treatment services), and prevailing market
prices for comparable services (in the case of domestic wastewater
treatment services).

For the connected relationship between Haiha Industrial Park VN and
the Company, please refer to section headed “Connected
transaction — Partial Unwinding of certain Acquisition of Assets in
Vietnam” above.
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REPORT OF THE DIRECTORS (CONTINUED)

CONNECTED TRANSACTIONS (Continued)

Continuing connected transaction — Wastewater Treatment
and Administrative Services Framework Agreement
(Continued)

Haiha Industrial Park VN is a connected person of the Company by
virtue of its being an associate of Mr. Hong Tianzhu, the chairman of
the Board and an executive Director. Therefore, the transactions
under the Wastewater Treatment and Administrative Services
Framework Agreement constitute continuing connected transactions
of the Company under Chapter 14A of the Listing Rules.

For further details, please refer to the announcement of the
Company dated 17 January 2023.

The annual caps for the Wastewater Treatment and Administrative
Services Framework Agreement for the three years ended
31 December 2025 were set at RMB29 million, RMB33 million and
RMB36 million, respectively. The actual transaction amount under the
Wastewater Treatment and Administrative Services Framework
Agreement for the year ended 31 December 2025 was
approximately RMB19.6 million.

Continuing connected transaction — Master Supply and
Services Framework Agreement for Wastewater Treatment,
Utilities Supply and Photovoltaic Power Plant Power
Management

To ensure continual wastewater treatment services (as mentioned
under the Wastewater Treatment and Administrative Services
Framework Agreement) and supply of Utilities (as mentioned under
the 2025 Utilities Supply Framework Agreement) to the Texhong
Production Facilities, on 24 December 2025, Haiha Industrial Park VN
and the Company (for itself and on behalf of members of the
Group) entered into a master supply agreement (the “Master Supply
and Services Framework Agreement”) pursuant to which Haiha
Industrial Park VN shall provide wastewater treatment service, supply
Utilities and charge photovoltaic power plant power management
service fees to the Group for the Texhong Production Facilities for a
term of three years from 1 January 2026 to 31 December 2028.
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REPORT OF THE DIRECTORS (CONTINUED)

CONNECTED TRANSACTIONS (Continued)

Continuing connected transaction — Master Supply and
Services Framework Agreement for Wastewater Treatment,
Utilities Supply and Photovoltaic Power Plant Power
Management (Continued)

Fee(s) for the wastewater treatment services was determined with
reference to the relevant operating costs by Haiha Industrial Park VN
and the prevailing market prices for comparable wastewater
treatment services provided by other independent service providers
in other industrial parks located in Vietnam, provided that the terms
of service shall not be less favourable than those terms offered by
Haiha Industrial Park VN to its independent third party customers.
Fee(s) for supply of steam was determined with reference to the
relevant operating costs by Haiha Industrial Park VN and the
prevailing market prices of coal. Fee(s) for supply of water for
industrial use was determined with reference to the relevant
operating costs by Haiha Industrial Park VN and the water resources
fee prescribed by the Vietnam government. Fee(s) for supply of
liquefied petroleum gas was determined with reference to the
relevant operating costs by Haiha Industrial Park VN and the
prevailing market prices of liquefied petroleum gas. Fee(s) for
photovoltaic power plant power management service was
determined with reference to the relevant operating costs by Haiha
Industrial Park VN.

The annual caps for the Master Supply and Services Framework
Agreement for the three years ending 31 December 2028 were set
at RMB97 million, RMB95 million and RMB99 million, respectively.
The proposed annual caps were determined with reference to: (a)
the historical transaction amounts of the previous continuing
connected transactions in respect of the wastewater treatment
services and the supply of Utilities; (b) the prevailing market prices
of the Utilities and services under the Master Supply and Services
Framework Agreement; and (c) the estimated demand for the
Utilities and services under the Master Supply and Services
Framework Agreement to be received by the Group annually, taking
into account the estimated output from the available production
capacity of the Texhong Production Facilities and the business
development plans of the Group.

For the connected relationship between Haiha Industrial Park VN and
the Company, please refer to section headed “Connected
transaction — Partial Unwinding of certain Acquisition of Assets in
Vietnam” above.

Haiha Industrial Park VN is a connected person of the Company by
virtue of its being an associate of Mr. Hong Tianzhu, the chairman of
the Board and an executive Director. Therefore, the transactions
under the Master Supply and Services Framework Agreement
constitute continuing connected transactions of the Company under
Chapter 14A of the Listing Rules.
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REPORT OF THE DIRECTORS (CONTINUED)

CONNECTED TRANSACTIONS (Continued)

Continuing connected transaction — Master Supply and
Services Framework Agreement for Wastewater Treatment,
Utilities Supply and Photovoltaic Power Plant Power
Management (Continued)

For further details, please refer to the announcement of the
Company dated 24 December 2025.

Compliance with Pricing Policies for Continuing Connected
Transactions

The Group has complied with the pricing policies agreed upon in
the respective agreements in determining the price and terms of the
above continuing connected transactions during the Year.

Annual Review of Continuing Connected Transactions

The Directors (including the INEDs) have reviewed the above
continuing connected transactions effective and conducted during
the year ended 31 December 2025, and confirmed that the
transactions have been entered into:

(@) in the ordinary and usual course of business of the Group;
(b)  on normal commercial terms or better; and

(c)  according to the agreements governing them on terms which
are fair and reasonable and in the interests of the
shareholders of the Company as a whole.

The Company's auditor was engaged to report on the Group's
continuing connected transactions in accordance with Hong Kong
Standard on Assurance Engagements 3000 (Revised), Assurance
Engagements Other Than Audits or Reviews of Historical Financial
Information and with reference to Practice Note 740 (Revised),
Auditor’s Letter on Continuing Connected Transactions under the
Hong Kong Listing Rules issued by the Hong Kong Institute of
Certified Public Accountants. The auditor has issued his unmodified
letter containing his findings and conclusions in respect of the
continuing connected transactions disclosed above by the Group in
accordance with Rule 14A.56 of the Listing Rules.

Certain related-party transactions disclosed in note 37 to the
consolidated financial statements constitute connected transactions
or continuing connected transactions under Chapter 14A of the
Listing Rules. The Company has complied with the applicable
disclosure requirements in accordance with Chapter 14A of the
Listing Rules.
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REPORT OF THE DIRECTORS (CONTINUED)

SIGNIFICANT INVESTMENTS HELD, MATERIAL
ACQUISITIONS AND DISPOSALS AND OTHER
SIGNIFICANT TRANSACTIONS

References are made to the announcements of the Company dated
10 December 2018 and 6 June 2025 (the “Put Option
Announcements”) in relation to, among others, the grant to and
exercise of a put option (the "Put Option”) in Winnitex International
Group Limited (the “JV") by Mr. Wai Chi Wah, Nelson (“Mr. Nelson
Wai") pursuant to a term sheet dated 7 December 2018 entered into
between the Company, Mr. Wai Chi Kwok, Jacob, Mr. Nelson Wai
and the JV (the “JV Term Sheet”). On 6 June 2025, Mr. Nelson Wai
served a written notice to the Company to exercise his Put Option
to sell his entire shareholding in the JV, being 10% of the total
issued share capital of the JV (the “NW Option Shares”), to the
Company in accordance with the terms of the JV Term Sheet.
Completion of the sale and purchase of the NW Option Shares took
place on 7 July 2025. The total consideration of approximately
HK$261.8 million was paid to Mr. Nelson Wai and his nominee
during the Year. For further details regarding the grant and exercise
of the Put Option, please refer to the Put Option Announcements.

Save as disclosed above and elsewhere in this annual report, during
the Year, there were no significant investments held, no material
acquisitions or disposal of subsidiaries, associates and joint ventures,
nor were there any other significant transactions.

PUBLIC FLOAT

Based on the information that is publicly available to the Company
and within the knowledge of the Directors as at the latest
practicable date prior to the issue of this annual report, the
Company has maintained the prescribed public float under the
Listing Rules as at the end of the year ended 31 December 2025.

LITIGATION

Neither the Company nor any of its subsidiaries is engaged in any
litigation or arbitration of material importance and no litigation or
claim of material importance was known to the Directors to be
pending or threatened against the Company or any of its
subsidiaries that would have a material adverse effect on the
financial condition or results of operation of the Group during the
Year.

AUDIT COMMITTEE

The Audit Committee comprises three INEDs, namely, Professor Tao
Xiaoming, Professor Cheng Longdi and Mr. Shu Wa Tung, Laurence.
Mr. Shu Wa Tung, Laurence is the chairman of the Audit Committee.
The Audit Committee is principally responsible for, among others,
reviewing and supervising the Group’s financial reporting process
and internal control system, and providing advice and
recommendations to the Board.
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EFEHRE W)
REPORT OF THE DIRECTORS (CONTINUED)

REMUNERATION COMMITTEE

The Remuneration Committee comprises three INEDs, namely
Professor Tao Xiaoming, Professor Cheng Longdi and Mr. Shu Wa
Tung, Laurence. Mr. Shu Wa Tung, Laurence is the chairman of the
Remuneration Committee. The Remuneration Committee is
principally responsible for, among others, formulating the Group's
policy and structure for all remuneration of the Directors and senior
management, and providing advice and recommendations to the
Board.

NOMINATION COMMITTEE

The Nomination Committee comprises Mr. Hong Tianzhu (the
chairman of the Board and an executive Director), and three INEDs,
namely Professor Tao Xiaoming, Professor Cheng Longdi and Mr. Shu
Wa Tung, Laurence. Mr. Hong Tianzhu is the chairman of the
Nomination Committee. The Nomination Committee is principally
responsible for, among others, reviewing the structure, size and
composition of the Board, identifying individuals suitably qualified to
become Board members, assessing the independence of INEDs,
supporting the Company’s regular evaluation of the Board's
performance, and providing advice and recommendation to the
Board.

ENVIRONMENTAL, SOCIAL AND GOVERNANCE
COMMITTEE

The ESG Committee comprises four members, namely, Mr. Zhu
Yongxiang, Professor Tao Xiaoming, Professor Cheng Longdi and
Mr. Shu Wa Tung, Laurence. Mr. Zhu Yongxiang is the chairman of
the ESG Committee. The ESG Committee is principally responsible
for, among others, overseeing and reporting to the Board on
matters relating to ESG of the Group, and providing advice and
recommendations to the Board.

REVIEW OF ANNUAL REPORT

This annual report, including the audited consolidated financial
statements for the year ended 31 December 2025, has been
reviewed by the Audit Committee and approved by the Board. The
Audit Committee has no disagreement on the accounting treatment
or standards adopted by the Company.

AUDITOR

PricewaterhouseCoopers will retire as auditor of the Company and,
being eligible, offer themselves for re-appointment. A resolution for
the re-appointment of PricewaterhouseCoopers as auditor of the
Company will be proposed at the forthcoming annual general
meeting.

By order of the Board

Hong Tianzhu
Chairman

Hong Kong, 26 March 2026
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GLOSSARY

AUDIT COMMITTEE

The audit committee of the Company

BOARD
The board of directors of the Company

CG CODE

Corporate Governance Code set out in Appendix C1 to the Listing
Rules

CHINA/THE PRC/MAINLAND CHINA
The People’s Republic of China

COMPANY

Texhong International Group Limited, a company incorporated in the
Cayman Islands with limited liability, whose shares are listed on the
Main Board of the Stock Exchange

DIRECTOR(S)
Director(s) of the Company

ESG

Environmental, social and governance

ESG COMMITTEE

The environmental, social and governance committee of the
Company

GROUP

The Company and its subsidiaries

HONG KONG

The Hong Kong Special Administrative Region of the People’s
Republic of China

INED(S)

Independent non-executive director(s) of the Company

LISTING RULES

The Rules Governing the Listing of Securities on the Stock Exchange

MODEL CODE

Model Code for Securities Transactions by Directors of Listed Issuers
set out in Appendix C3 to the Listing Rules

NOMINATION COMMITTEE

The nomination committee of the Company

REMUNERATION COMMITTEE

The remuneration committee of the Company

SFO

The Securities and Futures Ordinance (Chapter 571 of the Laws of
Hong Kong)

SHARE(S)

Ordinary share(s) of HKDO.1 each in the share capital of the
Company

STOCK EXCHANGE
The Stock Exchange of Hong Kong Limited

YEAR
The year ended 31 December 2025
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INDEPENDENT AUDITOR’S REPORT

pWeC Bkt

To the Shareholders of Texhong International Group Limited
(incorporated in the Cayman Islands with limited liability)

OPINION
What we have audited

The consolidated financial statements of Texhong International
Group Limited (the “Company”) and its subsidiaries (the “Group”),
which are set out on pages 108 to 248, comprise:

the consolidated balance sheet as at 31 December 2025;

the consolidated income statement for the year then ended;

the consolidated statement of comprehensive income for the
year then ended;

the consolidated statement of changes in equity for the year
then ended;

the consolidated cash flow statement for the year then ended;
and

the notes to the consolidated financial statements, comprising
material accounting policy information and other explanatory
information.

Our opinion

In our opinion, the consolidated financial statements give a true and
fair view of the consolidated financial position of the Group as at
31 December 2025, and of its consolidated financial performance
and its consolidated cash flows for the year then ended in
accordance with HKFRS Accounting Standards as issued by the
Hong Kong Institute of Certified Public Accountants (“HKICPA") and
have been properly prepared in compliance with the disclosure
requirements of the Hong Kong Companies Ordinance.
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INDEPENDENT AUDITOR’S REPORT (CONTINUED)

pwe &k

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong Standards
on Auditing (“HKSAs") as issued by the HKICPA. Our responsibilities
under those standards are further described in the Auditor's
Responsibilities for the Audit of the Consolidated Financial
Statements section of our report.

We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our opinion.

Independence

We are independent of the Group in accordance with the HKICPA's
Code of Ethics for Professional Accountants (“the Code”), as
applicable to audits of financial statements of public interest entities.
We have also fulfilled our other ethical responsibilities in accordance
with the Code.

KEY AUDIT MATTER

Key audit matters are those matters that, in our professional
judgment, were of most significance in our audit of the
consolidated financial statements of the current period. These
matters were addressed in the context of our audit of the
consolidated financial statements as a whole, and in forming our
opinion thereon, and we do not provide a separate opinion on
these matters.
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INDEPENDENT AUDITOR’S REPORT (CONTINUED)
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PWC  BrskiE

Key audit matters identified in our audit are summarised

Revenue recognition: Sales of goods

Impairment provision for inventories

as follows:

BAEEZT B L EREZFABRANT
WARER : AmiHE
FERERE

Key Audit Matter
BEELEER

How our audit addressed the Key Audit Matter
BMEFLTEEERELSEENS X

Revenue recognition: Sales of goods

WARER : EmEE

Refer to Note 5 to the consolidated financial statements

L= N g & E )

During the year ended 31 December 2025, the Group
recognized RMB22,665,292,000 of revenue from sales of
goods.

REBE-_ZT_AF+-_A=+—RHILFE E5EE
HER 7 a8 B WA R A R #622,665,292,0007T °

Revenue is recognized when control of the underlying
products has been transferred to the customers.
Delivery occurs when the products have been shipped
to the specific location, the risks of obsolescence and
loss have been transferred to the customer, and the
customer has accepted the products in accordance
with the terms stated in sales contract.

WARHEHEERNEHECERTEPR®R - BE
mMEZETMHE RERBREREEBEREER
F - BEEFPEREBHESOMINGETEMER - Bl
BHEZN o

We understood, evaluated and validated management’s key
controls in respect of the Group'’s process of recognition of
sales transactions, including contract approval, recording of
sales based on contract terms, and reconciliations with
customers’ goods receipt notes and cash receipts.

HEEERAHERGZEF (BEFEHELH - HEOK
FACEIHE  ARETEEFEMEEER KR
BR) - BMER TR EEE BRI AR -

We tested the revenue derived from different customers and
different locations on a sample basis by examination of the
relevant supporting documents, including sales orders,
invoices, goods delivery notes and customers’ receipt notes
to revenue recorded.

FRREHETE  BER XBEENEPRIESHBER
XHEWARE  BHAMEANR B TR S LR HmE
EEHEA -

We confirmed selected trade receivables balances as at the
balance sheet date. The items tested were selected on a
sample basis by considering the amount, nature and
characteristics of the customers.

LMABCHhENRWESREREEAERBER - T
AFEMWIEERERN SR  BPUEE KR - AARMEA
FREEL o
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INDEPENDENT AUDITOR’S REPORT (CONTINUED)

pWC Bk

Key Audit Matter
BRELEE

How our audit addressed the Key Audit Matter
BMNEERTEERRELSENG £

We focused on this area due to the huge volume of sales
transactions generated in various locations and from
decentralised customers, and thus significant audit time
and resources were devoted in this area, in particular
relating to the occurrence, accuracy and timely
recording of such transactions.

BAZIXHERHRE AR ESMOEFE
EREHERS  MBMARNLRERARNEERE

REER LERRAEIZINEL BHEMERK
R AENSEE -

Impairment provision for inventories

FERERE

Refer to Note 4.1 and Note 20 to the consolidated
financial statements.

BRI R EIE N T4 1 RATaE20

We tested sales transactions that took place shortly before
and after the balance sheet date to assess whether revenue
was recognized in the correct reporting periods.

BFAAEERBERAMRIAZRENHER S - AHE
WARBEIEENREHAER -

Based on our audit procedures, we found the Group's
revenue recognition in relation to sales of goods was
supported by the relevant evidences that we have
gathered.

EREZER  RMBERESEBNE®EES O RAR
R EBEBMAMS B EEEFF -

We understood, evaluated and validated management's key
controls and assessment process of impairment provision
for inventories and assessed the inherent risk of material
misstatement by considering the degree of estimation
uncertainty and level of other inherent risk factors such as
complexity, subjectivity, changes and susceptibility to
management bias or fraud.

BMIERE - A RREEREHFEERER G B
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INDEPENDENT AUDITOR’S REPORT (CONTINUED)
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Key Audit Matter
BRELEE

How our audit addressed the Key Audit Matter
BMNEERTEERRELSENG £

As at 31 December 2025, the Group's balance of gross
inventories was RMB5,054,513,000, against which a
provision of RMB309,801,000 was made.

RZEBE-_RAF+-A=1+—H E5ENETFEHAK
AR ¥5,054,513,0007T + M BELEVEH AR
309,801,0007T #) B 5 ©

Inventories are stated at the lower of cost and net
realisable value. Net realisable value is the estimated
selling price in the ordinary course of business, less the
estimated costs of completion and the estimated costs
necessary to make the sale.

FEUKAR R AT EEHENBIREER - (2R FE
RBBEBBRPEGETEE R AF TR R
N EHE P& B ETRCA) ©

The estimation of impairment provision for inventories
involves significant management judgements based on
the consideration of key factors such as aging profile,
prior experiences, estimated future selling prices and
selling expenses.

FEREREBNEESIREEERBARRARESEE
HEE R HE - flBRE DM - BELER - TBsHR
REERHERX °

We focused on this area due to the size of the balances,
the significance of the provision to the consolidated
financial statements and the judgement exercised by
management in determining the net realisable value of
the inventories.

BMZ IR LSRR DERNZSEERNAE  BEHER
BN BRARNEEUREEBEEETFENA &
R B R 1 B 2 B o

We discussed with management and evaluated the
appropriateness of the method and assumptions used in
impairment provision for inventories.

BMEEEREETA® WA FEREREEAN
TERRBEREEHEE o

We evaluated the outcome of prior period assessment to
assess the effectiveness of management'’s estimation
process.

BMTEATHETENER  NEEEEENETRE

REAR -

We tested the aging profile of inventories items on a sample
basis by checking to relevant documents including goods
receipt notes.

BAAMEF A FTEE B ORE DM - REEEX
% BEKEE-

We checked the mathematical accuracy of the calculation of
the provision for inventories.

B REFER A EERE L EREN -
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Key Audit Matter How our audit addressed the Key Audit Matter
BREXEE BMEERTREBRERSENSE

We compared the selling price used in the determination of
net realisable value to actual selling price subsequent to
year end. We assessed the reasonableness and the accuracy
of the estimated selling expenses, estimated costs to
completion and other costs necessary to make the sale by
comparing with the historical selling expenses, costs to
completion, and other costs necessary to make the sale for
the similar inventories.

B RANEEAE2RFENEERHFRUANENERE
B -HRMEREBUFENRELIHERZ - TTAKAR
HEMB A EMARNEITHE UGG HEERX
B e AR R E IR MK AR S & 18 R AEHE -

We observed the physical condition of inventories during
stocktake to identify if any inventories were damaged and
inquired management if appropriate inventories provision
has been made.

BMEFERERRBERFENERRRL  UREFER
BHBREE  THARNEEERACELEENTFERE -

Based on our audit procedures, we found the assumptions
adopted and judgement applied by management in the
determination of impairment provision for inventories were
supported by the relevant evidences that we have
gathered.

BERMOBZEF  HMER  EEEEEEFERE
BB MR RE R E A 2B - 28R MR EEE
BB BRIEXFE °
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INDEPENDENT AUDITOR’S REPORT (CONTINUED)
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OTHER INFORMATION

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

Our opinion on the consolidated financial statements does not
cover the other information and we do not express any form of
assurance conclusion thereon.

In connection with our audit of the consolidated financial
statements, our responsibility is to read the other information and, in
doing so, consider whether the other information is materially
inconsistent with the consolidated financial statements or our
knowledge obtained in the audit, or otherwise appears to be
materially misstated.

If, based on the work we have performed, we conclude that there is

a material misstatement of this other information, we are required to
report that fact. We have nothing to report in this regard.
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BIAZBEHHE (])

INDEPENDENT AUDITOR’S REPORT (CONTINUED)

pWC Bk

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

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

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

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

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

Our objectives are to obtain reasonable assurance about whether
the consolidated financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue
an auditor's report that includes our opinion. We report our opinion
solely to you, as a body, and for no other purpose. We do not
assume responsibility towards or accept liability to any other person
for the contents of this report. Reasonable assurance is a high level
of assurance, but is not a guarantee that an audit conducted in
accordance with HKSAs will always detect a material misstatement
when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of
users taken on the basis of these consolidated financial statements.
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BIAZBEHEE (])

INDEPENDENT AUDITOR’S REPORT (CONTINUED)

pWeC Bkt

As part of an audit in accordance with HKSAs, we exercise
professional judgment and maintain professional scepticism

throughout the audit. We also:

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

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

Evaluate the appropriateness of accounting policies used and
the reasonableness of accounting estimates and related
disclosures made by the directors.

Conclude on the appropriateness of the directors’ use of the
going concern basis of accounting and, based on the audit
evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt
on the Group's ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required to
draw attention in our auditor's report to the related
disclosures in the consolidated financial statements or, if such
disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to
the date of our auditor’s report. However, future events or
conditions may cause the Group to cease to continue as a
going concern.

Evaluate the overall presentation, structure and content of the
consolidated financial statements, including the disclosures,
and whether the consolidated financial statements represent
the underlying transactions and events in a manner that
achieves fair presentation.
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B XBENEE (F)

INDEPENDENT AUDITOR’S REPORT (CONTINUED)

pWC Bk

Plan and perform the group audit to obtain sufficient
appropriate audit evidence regarding the financial information
of the entities or business units within the Group as a basis
for forming an opinion on the consolidated financial
statements. We are responsible for the direction, supervision
and review of the audit work performed for purposes of the
group audit. We remain solely responsible for our audit
opinion.

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

We also provide the audit committee with a statement that we have
complied with relevant ethical requirements regarding
independence, and to communicate with them all relationships and
other matters that may reasonably be thought to bear on our
independence, and where applicable, actions taken to eliminate
threats or safeguards applied.

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

The engagement partner on the audit resulting in this independent

auditor’s report is Lam Chun Yee, Johnny (practising certificated
number: P06566).

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 26 March 2026
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FEalaR

CONSOLIDATED INCOME STATEMENT

For the year ended 31 December 2025
BHE_T-_AF+-A=1+—HILEFE

Year ended 31 December

BE+t-A=1T—HLFE

2025 2024
“E-HF —E_MF
(restated)
(g=751)
RMB’000 RMB000
AR¥TFT AR FT
Revenue KA 22,715,627 23,029,033
Cost of sales 85 & A (19,577,958) (20,165,661)
Gross profit ER 3,137,669 2,863,372
Selling and distribution costs HERDIHAX (640,236) (650,054)
General and administrative expenses —MRITEFA X (1,126,018) (1,148,506)
Net accrual of impairment losses on financial TEHE & Bl & 2 (B &5 18
assets R (21,666) (48,384)
Other income H AW A 204,813 186,907
Other losses — net Hib @ — %8 (170,928) (10,420)
Operating profit mEER 1,383,634 1,192,915
Finance income IS WA 108,268 86,193
Finance costs &R (274,458) (474,186)
Finance costs — net WBER — #58 (166,190) (387,993)
Share of profits/(losses) of investments DIEAERIEARZ
accounted for using the equity method BE T, (E8) 4,280 (23,368)
Profit before income tax R A 18 86 Al 0% F 1,221,724 781,554
Income tax expense Frisfif X (249,546) (186,490)
Profit for the year FEBEA 972,178 595,064
Attributable to: BT &L EAM :
Owners of the Company RARER A 913,010 559,971
Non-controlling interests FE 128 Il 14 A 2 59,168 35,093
972,178 595,064
Earnings per share for profit RATEE AEREF
attributable to owners of the ZERER
Company
— Basic earnings per share — BREXREF RMB0.99 RMBO.61
AR#0.997T AR#0617T
— Diluted earnings per share — BREE RMB0.99 RMBO.61
AR#0.997T AR#0617T

The notes on pages 116 to 248 are an integral part of these

consolidated financial statements.
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FezEbkaR

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

For the year ended 31 December 2025
HE_T-_AFt+-A=1T—HILEE

Year ended 31 December

BE+t-A=T—HLFE

2025 2024
—E-RAF —E-NF
(restated)
(&g=7)
Note RMB’000 RMB000
iigEa AR¥FT ARETFT
Profit for the year FERF 972,178 595,064
Other comprehensive income Hih2mH K m
ltem that may be reclassified to profit RIS B DA R B
or loss ZHHE
Share of the other comprehensive income — D {EAEZRAARZ
of investments accounted for using wEzHrmkas
the equity method 27 516 5,959
Currency translation differences EWmE s 27 (17,975) 14,527
Total comprehensive income for FEXEHRZEE
the year 954,719 615,550
Attributable to: RUT&FEN:
Owners of the Company RAREER A 898,322 576,094
Non-controlling interests FE 122 Il 14 A 2 56,397 39,456
954,719 615,550

The notes on pages 116 to 248 are an integral part of these

consolidated financial statements.
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FeHEEARSE
CONSOLIDATED BALANCE SHEET

As at 31 December 2025
RZEBE-_RE+=-A=+—H

As at 31 December

As at 1 January

R+=—A=+-—H W—HA—H
2025 2024 2024
—E-hHF —ENF —E-F
(restated) (restated)
(&E7) (& &E7)
Note RMB’000 RMB'000 RMB'000
Bz AR T T AREFr ARBTFT
ASSETS EE
Non-current assets FRBEE
Freehold land K AERE L 13 102,393 104,718 109,393
Property, plant and equipment M  BER
B 14 8,096,197 8,093,918 8,299,560
Investment properties wREME 15 338,046 373,608 377,447
Right-of-use assets ERAEEE 16 1,091,666 1,197,311 1,264,074
Intangible assets mEE 17 54,434 58,095 61,756
Investments accounted for using  VARERSSEABR Z
the equity method wE 18 349,049 361,629 379,038
Deferred income tax assets REFTSHEE 37 248,847 312,433 397,104
Financial assets at fair value RAFET AR
through profit or loss HNEREE 23 38,022 18,057 15,903
10,318,654 10,519,769 10,904,275
Current assets REEE
Inventories FE 20 4,744,712 4,543,107 5,244,583
Properties under development BERPYE 20 358,545 261,510 415,549
Trade and bills receivables U E 5 K EE
FRIH 21 1,320,823 1,403,935 1,571,477
Financial assets at fair value BRAFET A
through other comprehensive Hi2E K=
income MNEEE 22 256,891 375,631 336,761
Prepayments, deposits and other — FEffFIE ~ #%
receivables & M H el
BR3K 24 740,674 681,717 1,826,291
Derivative financial instruments PTESRMTA 30 11,563 100,652 84,792
Pledged bank deposits EEARITER 25 7,735 23,908 66,208
Cash and cash equivalents HehBEeE
(ER7) 25 2,487,669 2,880,283 2,161,795
9,928,612 10,270,743 11,707,456
Total assets EEH#T 20,247,266 20,790,512 22,611,731
EQUITY s
Equity attributable to owners of A2 FEA A
the Company LRz
Share capital: nominal value A& : mE 26 96,958 96,958 96,958
Share premium &1 mE 26 462,059 462,059 462,059
Other reserves E M {# 27 909,080 918,499 867,488
Less: treasury shares B EERG 26 (3,950) — —
Retained earnings RE&BF 27 8,768,504 7,977,506 7,535,924
10,232,651 9,455,022 8,962,429
Non-controlling interests JEEFIERER 290,991 502,048 606,279
Total equity ERBE 10,523,642 9,957,070 9,568,708
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ReREERRE(R)
CONSOLIDATED BALANCE SHEET (CONTINUED)

As at 31 December 2025
R-ZE_RF+-_A=+—H

As at 31 December As at 1 January

R+=—A=+-—H W—HB—H
2025 2024 2024
—E-RF —EmF —EOF
(restated) (restated)
(& &E75)) (&E5)
Note RMB’000 RMB'000 RMB000
Kt AR FT AR T AR T
LIABILITIES =L
Non-current liabilities ERBEME
Borrowings =P 29 2,461,009 3,196,353 3,577,553
Lease liabilities HEBaE 16 98,045 131,111 162,270
Employee benefit obligations EERNEE 3,483 2,572 —
Deferred income tax liabilities EEFTSHAE 37 158,030 143,448 185,302
2,720,567 3,473,484 3,925,125
Current liabilities REEE
Trade and bills payables BB S REE
NIE 32 925,254 886,393 868,848
Supply chain financing e & 28 1,790,133 2,111,445 2,495,882
Contract liabilities AHEE 390,256 232,090 481,177
Accruals and other payables TEIREBRREM
FETEBR R 33 783,752 811,473 849,954
Current income tax liabilities BRI AR 92,424 28,501 222,293
Borrowings BE 29 2,920,852 3,199,142 4,145,651
Derivative financial instruments PTESRITA 30 54,255 42,025 7,055
Lease liabilities HERE 16 46,131 48,889 47,038
7,003,057 7,359,958 9,117,898
Total liabilities EEEE 9,723,624 10,833,442 13,043,023
Total equity and liabilities EEkEEEE 20,247,266 20,790,512 22,611,731

The notes on pages 116 to 248 are an integral part of these
consolidated financial statements.

The consolidated financial statements on pages 108 to 248 were
approved by the Board of Directors on 26 March 2026 and were

signed on its behalf by:

Hong Tianzhu
Director

Zhu Yongxiang
Director
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FEEREDR

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

For the year ended 31 December 2025

BE_ZT_RF+_A=+—HItEE

Attributable to owners of the Company

AAREEAER
Non-
Share Share Other Retained  controlling Total
capital premium reserves earnings interests equity
FEE L
BAR  BHEE HREE REAEN En  ERAFE
Note RMB000 RMB000 RMB000 RMB000 RMB000 RMB000
Wit AREFT AREFT ARETFT AREFT AREFT ARETT
Balance at 1 January 2024, as R-Z-ME-F—-AH
previously reported e (WA 25]) 96,958 462059 1,054,138 7535924 606279 9755358
Impact of change in accounting policy ~ B HREDHHFE = = (186,650) — — (186,650)
Balance at 1 January 2024, as R-ZZE-ME-F—AMN
restated HeR (RE5) 96,958 462,059 867488 7535924 606279 9,568,708
Comprehensive income 2EKE
Profit for the year, as restated FERHEH (EET) = — — 559,971 35,093 595,064
Other comprehensive income: Hftn 2 E s
Share of the other comprehensive SMENEREAEZ
income of investments accounted REZH b2 ERE
for using the equity method 27 — — 5,959 — — 5,959
Currency translation differences ElBE =R 27 — — 10,164 — 4363 14527
Total comprehensive income for FEXHEUEEE
the year, as restated (R=5) = = 16,123 559,971 39,456 615,550
Transactions with owners BREREAZRS
Transaction with non-controlling IR ER LIRS
interests — — (27) — (988) (1,015)
Dividend paid to non-controlling LM ERIRE 2
interests Bs = = = = (142699 (142,699)
Dividend relating to 2024 ZEIMEZRE 34 — — — (83474) — (83474)
Transfer to statutory reserves ERS LT RHE 27 — — 49,523 (49,523) = =
Wind up of subsidiaries BENEL A = = (14,608) 14,608 — —
Total transactions with owners, HREHEAZRZAE
as restated (g=E50) = = 34,888 (118389)  (143687)  (227,188)
Balance at 31 December 2024, R-B-ME
as restated +ZA=1+-AH
fea (BE5)) 96,958 462,059 918499 7,977,506 502,048 9,957,070
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FeERBBR (R
CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (CONTINUED)

For the year ended 31 December 2025
BE-_T-_AF+-_A=1+—HILEE

Attributable to owners of the Company

KAREEAEN
Non-
Share Share Other Treasury Retained controlling Total
capital premium  reserves shares  earnings interests equity
FE I
BE  RORE HttEs EERG KREEMN BE EzAE
Note RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
Vi T ARETT ARETT ARETT ARETT ARETT AREFR
Balance at 1 January 2025 RZB-HE-A—HH
o303 96,958 462,059 918,499 — 17,977,506 502,048 9,957,070
Comprehensive income 2EKS
Profit for the year FERF - - - — 913,010 59,168 972,178
Other comprehensive income:  Efh 2 E Rz -
Share of the other comprehensive 25 AER A AR Z
income of investments REZHMEE
accounted for using Uz
the equity method 27 - - 516 - - - 516
Currency translation differences ~ B HBE Z5E 27 - —  (15,204) - - (2,771)  (17,975)
Total comprehensive income ~ F£E2H U4
for the year - - (14,688) - 913,010 56,397 954,719
Transactions with owners HREBEAZRS
Dividend paid to non-controlling  [AFE#2 # HE 2R 1 2
interests S - - - - —  (62,038)  (62,038)
Repurchase of shares from R IEE M A 2R B I AR 1
non-controlling interest — — (33,077) — —  (205,416) (238,493)
Dividend relating to 2024 ZZoMEZRE 34 - - - —  (83,666) —  (83,666)
Transfer to statutory reserves BRELERE 27 - — 38346 —  (38,346) — —
Increase of treasury shares TR % A0 - - - (3,950) - - (3,950)
Total transactions with EREFEAZRZAE
owners — — 5,269 (3,950) (122,012) (267,454) (388,147)
Balance at 31 December 2025 R=-E-EF
TZA=+—-HK
303 96,958 462,059 909,080 (3,950) 8,768,504 290,991 10,523,642

The notes on pages 116 to 248 are an integral part of these RE

consolidated financial statements.
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HaleRER

CONSOLIDATED CASH FLOW STATEMENT

For the year ended 31 December 2025

BE_ZT_RF+_A=+—HItEE

Year ended 31 December

BE+t-A=1T—HLFE

2025 2024
—E_h4F —EUF
Note RMB’000 RMB000
Bt AR¥ETFTT ARETFT
Cash flows from operating activities RELETENES
RE
Cash generated from operations WERMEE RS 35(a) 4,309,535 4,660,419
Interest received 2 UF & 108,268 86,193
Income tax paid [EENEZIEEY (113,440) (266,260)
Net cash generated from operating activities 42 EBIFT5IR & /F5E 4,304,363 4,480,352
Cash flows from investing activities RERETEHNES
RE
Net proceeds on disposal of subsidiaries HE W B AR PTSR0E
R — 676,085
Purchase of financial instruments BESmTA (18,099) —
Disposal of/(Investment in) an associate HE A (RER) —HE
/N 17,400 (22,000)
Purchases of property, plant and equipment FEE Y% - fiE K i&E (1,226,677) (852,191)
Proceeds from sale of property, plant and ~ HEWE « BE L&
equipment and land use rights R 4 4o (58 P HE Wz 35(a) 195,105 560,546
Proceeds from sales of pollution discharge & HE5HEFT 15 30 E
rights — 14,559
Proceeds from sale of freehold land &K A ERE T H TS
IR — 5,043
Collections of loans from related parties Ik o] EA B 75 B 3K 37a) 1,891 —
Net proceeds from settlement of financial SR TEEEFREHRIE
instruments FER 108,627 153,264
Net cash (used in)/generated from investing % & & & (Fr#E),/
activities T8I & F8 (921,753) 535,306
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HFEaReRER (|

CONSOLIDATED CASH FLOW STATEMENT (CONTINUED)

For the year ended 31 December 2025
BE_Z_RAFT-_A=+—HLFE

Year ended 31 December

BE+t-A=1T—HLFE

2025 2024
—E_RF ey o 3
Note RMB’000 RMB000
it AR¥TFT ARBTFT
Cash flows from financing activities REMETENES
RE
Proceeds from borrowings BEMENIEA 35(c) 7,278,515 7,094,605
Repayments of borrowings EHEEE 35(c) (8,227,331) (8,451,648)
Repayments of supply chain financing BEHEERE 35(c) (2,111,445) (2,495,882)
Proceeds from supply chain financing T}%Jﬁg%ﬁﬁﬁﬁﬁﬁﬁﬁlﬁ 35(c) 50,000 200,000
Principal elements of lease payments HENKZAEH 35(c) (29,678) (41,308)
Dividends paid BIRE (83,666) (83,474)
Repurchase of shares from non-controlling A JE4% ) 14 4 25 B8 [0
interest &0 (238,493) (1,015)
Dividend paid to non-controlling interests ﬁ#? il Z oy
A% B (62,038) (142,699)
Interest paid BIFE (329,280) (444,659)
Repurchase of ordinary shares i 2] 3 i A (3,950) —
Loan from a minority shareholder RE—RLDEREZ
B 6,309 3,000
Decrease in pledged bank deposits BEIFRITFFOR D 25 11,303 42,654
Net cash used in financing activities BB R PTIEIR £ )F 58 (3,739,754) (4,320,426)
Net (decrease)/increase in cash and cash ﬁﬁ&ﬁﬁ%ﬁ%
equivalents W), EInEE (357,144) 695,232
Cash and cash equivalents at beginning of F#MZHE & MIRESE
the year =R 25 2,880,283 2,161,795
Effect of foreign exchange rate changes xS e (35,470) 23,256
Cash and cash equivalents at end of FRZRAESRRESE
the year (=R 25 2,487,669 2,880,283
The notes on pages 116 to 248 are an integral part of these RE116E248B 2 i AL E4r G M B HEK 2
consolidated financial statements. #RKER D
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ReMBEERMEE
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2025
BHE_T-_AF+-A=1+—HILEFE

GENERAL INFORMATION

Texhong International Group Limited (the “Company”) and its
subsidiaries (together, the “Group”) are principally engaged in
the manufacturing and sales of yarns, grey fabrics, non-woven
fabrics and garment fabrics.

The Company was incorporated in the Cayman Islands on
12 July 2004 as an exempted company with limited liability
under the Companies Law of Cayman Islands. The address of
its registered office is Cricket Square, Hutchins Drive, PO Box
2681, Grand Cayman, KY1-1111, Cayman Islands.

The Company'’s shares have been listed on the Main Board of
The Stock Exchange of Hong Kong Limited since 9 December
2004.

These consolidated financial statements are presented in
Chinese Renminbi (“RMB”), unless otherwise stated.

These consolidated financial statements have been approved
and authorised for issue by the Board of Directors of the
Company on 26 March 2026.

BASIS OF PREPARATION AND CHANGES IN
ACCOUNTING POLICIES

2.1 Basis of preparation

The consolidated financial statements of the Company
have been prepared in accordance with HKFRS
Accounting Standards as issued by the Hong Kong
Institute of Certified Public Accountants and have been
properly prepared in compliance with the disclosure
requirements of the Hong Kong Companies Ordinance.

HKFRS Accounting Standards comprise the following
authoritative literature:

Hong Kong Financial Reporting Standards
Hong Kong Accounting Standards, and

Interpretations developed by the Hong Kong
Institute of Certified Public Accountants.

These consolidated financial statements have been
prepared under the historical cost convention, as
modified by the financial assets and financial liabilities
(including derivative instruments) at fair value through
profit or loss (“FVPL"), financial assets at fair value
through other comprehensive income (“FVOCI"), which
are carried at fair value.
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e MW= (]R)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2025
HE_Z-_RAF+-_A=+T—HIEE

2.

BASIS OF PREPARATION AND CHANGES IN
ACCOUNTING POLICIES (Continued)

2.1

2.2

Basis of preparation (Continued)

The preparation of financial statements in conformity
with HKFRSs requires the use of certain critical
accounting estimates. It also requires management to
exercise its judgement in the process of applying the
Group’s accounting policies. The areas involving a
higher degree of judgement or complexity, or areas
where assumptions and estimates are significant to
these consolidated financial statements are disclosed in
Note 4.

Changes in accounting policies and disclosures

The accounting policies adopted are consistent with
those of the annual financial statements for the year
ended 31 December 2024, as described in the annual

financial statements,

except for the change in the

accounting policy of buildings as disclosed in note
2.2(a) and the adoption of amended standard as
disclosed in note 2.2(b).

(a)

Change in the accounting policy of buildings

In accordance with HKAS 16 Property, Plant and
Equipment, buildings can either be accounted for
using the cost model or the revaluation model
after their initial recognition.

The Group accounted for its buildings for self-use
as factories and offices using the revaluation
model in prior years. With effect from 1 January
2025, the Group aligned its accounting policy
with the industry practice and measured its
buildings at cost less accumulated depreciation
and any impairment losses. The adoption of the
cost model would avoid fluctuations in the
Group's financial information resulting from the
cyclical volatility associated with the valuation of
its buildings and the Group’s financial
performance and financial position could be more
comparable on a year-on-year basis. In the
opinion of the Directors, this change in the
accounting policy enables the Group to provide
reliable and more relevant information on the
financial statements about its performance and
financial position.

As a result of the adoption of the cost model
under HKAS 16, the Group has changed its
accounting policy with respect to buildings. This
change in accounting policy has been applied
retrospectively by restating the balances as at
31 December 2024 and 1 January 2024, and the
results for the year ended 31 December 2024.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2025
BHE_T-_AF+-A=1+—HILEFE

2. BASIS OF PREPARATION AND CHANGES IN
ACCOUNTING POLICIES (Continued)

(Continued)

(Continued)

2. WHEEERESTBREE#)

2.2 Changes in accounting policies and disclosures 22 BHBERESEREE (&)

(a) Change in the accounting policy of buildings BFETBEREE (£)
Effect on the consolidated income () HEEZT-MOF+=
statement for the year ended 31 A=+—BLFELE
December 2024: EnE.3i0) -2 2

Effect of
adopting
As  cost model
previously under
reported HKAS 16  As restated
RaERE
it EAIE16
. SE D2
NHA2ZH XKENZE RE
RMBOOD  RMBOOO  AMBUOO
ANEEFT Frr AREFT
Revenue ]\ ‘ 23,029,033 — 23,029,033
Cost of sales HEKR (20,165,661) —  (20,165661)
Gross profit E 2,863,372 — 2,863,372
Selling and distribution costs HERDHAX (650,054) = (650,054)
General and administrative expenses —RETHAX (1,155,553) 7047 (1,148506)
Net accrual of impairment losses on financial BRESRAERE
assets iR (48,384) — (48,384)
Other income e N 186,725 182 186,907
Other losses — net HinE5iE — %8 (10,420) — (10,420)
Operating profit mE R 1,185,686 7,229 1,192,915
Finance income HBRA 86,193 — 86,193
Finance costs HEER (474,186) = (474,186)
Finance costs — net HBER— 28 (387,993) — (387,993)
Share of losses of investments accounted for using M A& A A B
the equity method LREEE (23,368) = (23,368)
Profit before income tax BR A 16 Bt BT A 774325 7229 781,554
Income tax expense FBRFEY (185,696) (794) (186,490)
Profit for the year FERF 588,629 6,435 595,064
Attributable to: HATE AR
Owners of the Company LN ZDN 553,536 6,435 559,971
Non-controlling interests EEer et £ 35,093 = 35,093
588,629 6,435 595,064
Earnings per share for profit attributable to &2 AI#EH AL
owners of the Company BHzEREF
— Basic earnings per share — BREAXEF RMB0.60 RMB0.01 RMBO.61
ARB0s0T AR%0IT AR®061T
— Diluted earnings per share — BREHAT RMB0.60 RMBO.01 RMBO.61

AREoco AREO0OIT ARSI
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2025
HE_T-_AFt+-A=1T—HILEE

ACCOUNTING POLICIES (Continued)

(Continued)

(Continued)

2. BASIS OF PREPARATION AND CHANGES IN 2. MBUEENSTHBREE @)
2.2 Changes in accounting policies and disclosures 22 EHBREBERKE ()
(a) Change in the accounting policy of buildings @) BFEHHREH (&)
(i) Effect on the consolidated statement of (ii) %T?i?::;f:@ F+=
comprehensive income for the year ended A=T—HBLEFERE
31 December 2024 EEHBEROTE
Effect of
adopting
As  cost model
previously under
reported HKAS 16  As restated
Rangke
FHERIE16
BIET ZH
MHREHR HENFE BE
AMB000 FMB000 RMB000
ANRETFT ARETFT ARETT
Profit for the year FERF 588,629 6,435 595,064
Other comprehensive income Htr2EUk R
ltems that may be reclassified to profit or loss AR EM A EE
B ZBH
Share of other comprehensive income of b AR E AR
investments accounted for using the equity ZIRBZEM
method 2EME 5959 = 5959
Currency translation differences ERpmEEE 14,527 = 14,527
Total comprehensive income for the year FEXHKEAE 609,115 6,435 615,550
Attributable to: HATE AL
Owners of the Company ARAHEBA 569,659 6,435 576,094
Non-controlling interests GRS 39,456 — 39,456
609,115 6,435 615,550
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2025
BHE_T-_AF+-A=1+—HILEFE

2. BASIS OF PREPARATION AND CHANGES IN
ACCOUNTING POLICIES (Continued)

(Continued)

(Continued)

2. WHEEERESTBREE#)

2.2 Changes in accounting policies and disclosures 22 BHBRRBEREKE (B
(a) Change in the accounting policy of buildings (a) BFESTEXEE (F)
(i) Effect on the consolidated balance sheet as (i) ijﬁ/\‘\:%:ﬁ@%—f':i
at 31 December 2024: —t+-—HRRBEEAR
e 2
Effect of
adopting
As  cost model
previously under
reported HKAS 16  As restated
RREEE
sTERIE16
BETZH
WEAER XENFE RE
RMB000 RMB000 RMB000
ANREFT AREFT AREFT
ASSETS BE
Non-current assets EREBEE
Freehold land K AERE LM 104,718 = 104,718
Property, plant and equipment ME - BEK
R 8282247  (188329) 8,093,918
Investment properties WEYE 377,491 (3,883) 373,608
Right-of-use assets FREESE 1,197,311 — 1,197,311
Intangible assets EILEE 58,095 _ 58,095
Investments accounted for using the LA#E 25 75 A BR
equity method ZIRAE 361,629 — 361,629
Deferred income tax assets EEPTSH
BE 312,433 — 312,433
Financial assets at fair value through RAFEEA
profit or loss BmaeRt
BE 18,057 — 18,057
10,711,981 (192,212) 10,519,769
Current assets REBEE
Inventories FE 4,543,107 — 4,543,107
Properties under development BERPYE 261,510 — 261,510
Trade and bills receivables JEWE S RE
B RIE 1,403,935 — 1,403,935
Financial assets at fair value through BERFERT A
other comprehensive income H b2 E
@ 2 Rl
BE 375,631 — 375,631
Prepayments, deposits and other TERT IR -~ 1%
receivables & N H Ath g
U BR 3R 681,717 — 681,717
Derivative financial instruments MESMTA 100,652 — 100,652
Pledged bank deposits B IRRTT
T 23,908 — 23,908
Cash and cash equivalents RekReH
=k 2,880,283 — 2,880,283
10,270,743 — 10,270,743
Total assets EEHARE 20,982,724  (192,212) 20,790,512
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2025
HE_Z-_RAF+-_A=+T—HIEE

2. BASIS OF PREPARATION AND CHANGES IN 2. RUEERSHBREE (&)
ACCOUNTING POLICIES (Continued)
= = = (=
2.2 Changes in accounting policies and disclosures 22 BHBRKBERKE (B)
(Continued)
(a) Change in the accounting policy of buildings () BFEHTHXEH (&)
(Continued)
(iij)  Effect on the consolidated balance sheet as (i) HR—_ZE_MF+=A
at 31 December 2024: (Continued) —t+—H&ZEEEEAE
xNOTE : (&)
Effect of
adopting
As  cost model
previously under
reported HKAS 16  As restated
Rngee
FTERIE16
BIET 2R
MHRIZHE KENEE RE
RMB000 RMB000 AMB000
ARETT AREFT AREFT
EQUITY i
Equity attributable to owners of KATEEA
the Company Bl
Share capital: nominal value R EE 96,958 — 96,958
Share premium I 19 ;= 8 462,059 — 462,059
Other reserves HAitv f# 1098714  (180215) 918499
Retained earnings RE BT 7,977,506 — 7,977,506
9,635,237 (180,215) 9,455,022
Non-controlling interests FE R R 502,048 — 502,048
Total equity B 10,137,285 (180,215) 9,957,070
LIABILITIES &
Non-current liabilities 'a'F‘;ﬁEJﬁfﬁ
Borrowings BE 3,196,353 — 3,196,353
Lease liabilities HEAE 131,111 — 131,111
Employee benefit obligations EEwRAMEE 2,572 — 2,572
Deferred income tax liabilities EEREH
afE 155,445 (11,997) 143,448
3,485,481 (11,997) 3,473,484
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2025
BHE_T-_AF+-A=1+—HILEFE

2. BASIS OF PREPARATION AND CHANGES IN 2. WEEERSHEREE(2)
ACCOUNTING POLICIES (Continued)
22 EBHBEBEREE (£)

2.2 Changes in accounting policies and disclosures
(Continued)
(@) Change in the accounting policy of buildings
(Continued)

(a) BFEFTHEREH (F)

(iii)  Effect on the consolidated balance sheet as Gii) HHR_ZTE_WNF+_A
at 31 December 2024: (Continued) —+—BEEEEARE
*HEE (B
Effect of
adopting
As  cost model
previously under
reported HKAS 16  As restated
RyERe
FTERIE16
BETZR
WEAER XENFE mE5
RMB000 RMB00O RMB000
ANREFT AREFT AREFT
Current liabilities FREEE
Trade and bills payables ENE 5 Rk
FIBEHIA 886,393 = 886,393
Supply chain financing fHrEGE R A 2,111,445 — 2,111,445
Contract liabilities GHEE 232,090 — 232,090
Accruals and other payables BIREARH
th FE < BR 5K 811,473 — 811,473
Current income tax liabilities BN ERFT1S 7%
af& 28,501 — 28,501
Borrowings BE 3,199,142 — 3,199,142
Derivative financial instruments TEeRTA 42,025 — 42,025
Lease liabilities MEAE 48,889 — 48,889
7,359,958 — 7,359,958
Total liabilities =R o 10,845,439 (11,997) 10,833,442
Total equity and liabilities EzkEE
k) 20,982,724 (192,212) 20,790,512
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2025
HE_T-_AFt+-A=1T—HILEE

BASIS OF PREPARATION AND CHANGES IN

ACCOUNTING POLICIES (Continued)

2.2

2. WEEENSTRREE @)

Changes in accounting policies and disclosures 22 BERRBERKE (F)
(Continued)
(a) Change in the accounting policy of buildings () BFEHTHXEH (&)
(Continued)
(iv)  Effect on the consolidated balance sheet as (iv) HR-_ZT-_mMFE—H—
at 1 January 2024: HiaBERBRNF
%%—_;B o
Effect of
adopting
As  cost model
previously under
reported HKAS 16  As restated
RwERe
stERIE 16
BIET 2K
MEAEHR FKENFE RE
RMB000 RMB000 RMB000
ANRETFT AREFT ARETFT
ASSETS BE
Non-current assets IRBEE
Freehold land KAERELH 109,393 = 109,393
Property, plant and equipment mE - WEREE 8,493,748 (194,188) 8,299,560
Investment properties REME 382,700 (5,253) 377447
Right-of-use assets CREEE 1,264,074 = 1,264,074
Intangible assets BREE 61,756 — 61,756
Investments accounted for using the equity MEREARR 2
method RE 379,038 = 379,038
Deferred income tax assets EEFMEHREE 397,104 — 397,104
Financial assets at fair value through profit or loss & A FEF AL
MeREE 15,903 = 15903
11,103,716 (199,441) 10,904,275
Current assets REBEE
Inventories BE 5,244,583 = 5,044,583
Properties under development BEANE 415,549 = 415549
Trade and bills receivables EBRE 5 R ZE
B 1,571,477 — 1571477
Financial assets at fair value through other BRAFEFAEM
comprehensive income ZHKENERE
BE 336,761 = 336,761
Prepayments, deposits and other receivables BRFTIE B2 R
H e AR X 1,826,291 — 1,826,291
Derivative financial instruments fTEERIA 84,792 = 84792
Pledged bank deposits BEERTER 66,208 — 66,208
Cash and cash equivalents Re kB2 EEY 2,161,795 — 2,161,795
11,707,456 — 11,707,456
Total assets EEHAE 22811172 (199441) 22,611,731
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2025
BHE_T-_AF+-A=1+—HILEFE

2. BASIS OF PREPARATION AND CHANGES IN
ACCOUNTING POLICIES (Continued)

2.2 Changes in accounting policies and disclosures

2. WHEEERESTBREE#)
22 EBIFERRBERNE (&)

(Continued)
(a) Change in the accounting policy of buildings (@) BFEHTHXEH (&)
(Continued)
(iv)  Effect on the consolidated balance sheet as (iv) HR-—_ZE-—pHE—H—
at 1 January 2024: (Continued) HiFaBERBRNF
2 (&)
Effect of
adopting
As  cost model
previously under
reported HKAS 16  As restated
BhERE
FTERI%16
SIET 2R
MEREHR AENFE RE
RMB000 RMB00O RMB000
ANREFT AREFT AREFT
EQUITY B
Equity attributable to owners of the RAREE AELMS
Company 3
Share capital: nominal value B EE 96,958 — 96,958
Share premium s E 462,059 = 462,059
Other reserves H it i 1,054,138 (186,650) 867,488
Retained earnings REBEH 7,535,924 = 7,535,924
9,149,079 (186,650) 8,962,429
Non-controlling interests FEIER 606,279 — 606,279
Total equity BRAH 9,755,358 (186,650) 9,568,708
LIABILITIES 2
Non-current liabilities krBEE
Borrowings & 3,577,553 — 3,577,553
Lease liabilities MEAE 162,270 = 162,270
Employee benefit obligations EEBNER — - —
Deferred income tax liabilities ERFETAE 198,093 (12,791) 185,302
3,937,916 (12,791) 3,925,125
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2025
HE_T-_AFt+-A=1T—HILEE

RUEENESTHREE (&)
22 BIFERRBERNE (&)

2. BASIS OF PREPARATION AND CHANGES IN 2.
ACCOUNTING POLICIES (Continued)

2.2 Changes in accounting policies and disclosures
(Continued)
(a) Change in the accounting policy of buildings @) BFEHHREH (&)
(Continued)

(iv)  Effect on the consolidated balance sheet as (iv) HR-_ZT_NF—H—

at 1 January 2024: (Continued) HiaBERBRNF
Z: (&)

Effect of

adopting

As  cost model

previously under
reported HKAS 16  As restated

RapEAEe

sHERIE16

FETZR
MHAM2HR FENFE gE5
RMB000 RMB000 RMB000
ANEEFT AREFT ARETT

Current liabilities RBEE
Trade and bills payables ERESREE

A 868,348 — 868,848
Supply chain financing e mE 2,495,882 = 2,495,882
Contract liabilities ANEE 481177 — 481177
Accruals and other payables BRER K EME

HER 849954 — 849,954
Current income tax liabilities e HasE 222,293 = 222,293
Borrowings f&E 4,145,651 = 4,145,651
Derivative financial instruments TEemIA 7,055 — 7,055
Lease liabilities HEaE 47,038 — 47,038

9,117,898 — 9,117,898

Total liabilities =ttt 13,055,814 (12791) 13,043,023
Total equity and liabilities EERkAEAR 22811172 (199441) 22,611,731
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2025
BHE_T-_AF+-A=1+—HILEFE

2.

BASIS OF PREPARATION AND CHANGES IN
ACCOUNTING POLICIES (Continued)

2.2

Changes in accounting policies and disclosures
(Continued)

(b)

(c)

Amended standard adopted by the Group

An amended standard became applicable for the
current reporting period. The Group did not have
to change its accounting policies as a result of
adopting this standard.

Amendments to HKAS 21 ‘Lack of
Exchangeability’, effective for annual periods
beginning on or after 1 January 2025.

The following new standards and
amendments to standards that have been
issued but not effective for the financial year
beginning on 1 January 2025 and have not
been early adopted by the Group:

Amendments to HKFRS 9 and HKFRS 7
‘Amendments to the Classification and
Measurement of Financial Instruments’, effective
for annual periods beginning on or after
1 January 2026.

Amendments to HKFRS 9 and HKFRS 7 ‘Contracts
Referencing Nature-Dependent Electricity’,
effective for annual periods beginning on or after
1 January 2026.

Annual improvements project ‘Annual
improvements to HKFRS Accounting
Standards-volumes 11', effective for annual
periods beginning on or after 1 January 2026.

HKFRS 18 ‘Presentation and Disclosure in
Financial Statements’, effective for annual periods
beginning on or after 1 January 2027.

HKFRS 19 and amendments to HKFRS 19
‘Subsidiaries without Public Accountability:
Disclosures’, effective for annual periods
beginning on or after 1 January 2027.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2025
HE_Z-_RAF+-_A=+T—HIEE

2.

BASIS OF PREPARATION AND CHANGES IN
ACCOUNTING POLICIES (Continued)

2.2

Changes in accounting policies and disclosures
(Continued)

(c)

The following new standards and
amendments to standards that have been
issued but not effective for the financial year
beginning on 1 January 2025 and have not
been early adopted by the Group:
(Continued)

Amendment to HKAS 21 ‘Translation to a
Hyperinflationary Presentation Currency’, effective
for annual periods beginning on or after
1 January 2027.

Amendments to lllustrative Examples on HKFRS 7,
HKFRS 18, HKAS 1, HKAS 8, HKAS 36 and HKAS 37
‘Disclosures about Uncertainties in the Financial
Statements’, effective for annual periods which to
be determined.

Amendments to HKFRS 10 and HKFRS 28 ‘Sale or
Contribution of Assets between an Investor and
its Associate or Joint venture’, effective for annual
periods which to be determined.

The directors of the Company anticipate that
the application of the above new standards,
amendments and interpretations will have no
material impact on these consolidated financial
statements upon adoption, except HKFRS 18,
which mainly impacts the presentation of the
Group's consolidated statement of comprehensive
income.

HKFRS 18 will replace HKAS 1 ‘Presentation
of Financial Statements’, introducing new
requirements that will help to achieve
comparability of the financial performance
of similar entities and provide more relevant
information and transparency to users.
Even though HKFRS 18 will not impact the
recognition or measurement of items in the
financial statements, its impacts on presentation
and disclosure are expected to be pervasive,
in particular those related to the statement
of financial performance and providing
management-defined performance measures
within the financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2025
BE_ZT-_AFT+-A=+—HBILFE

2. BASIS OF PREPARATION AND CHANGES IN
ACCOUNTING POLICIES (Continued)

2.2 Changes in accounting policies and disclosures
(Continued)

(c)

The following new standards and
amendments to standards that have been
issued but not effective for the financial year
beginning on 1 January 2025 and have not
been early adopted by the Group:
(Continued)

Management is currently assessing the detailed
implications of applying the new standard on the
Group's consolidated financial statements. From
the high-level preliminary assessment performed,
although the adoption of HKFRS 18 will have
no impact on the group’s net profit, the Group
expects that grouping items of income and
expenses in the statement of profit or loss into the
new categories will impact how operating profit
is calculated and reported.

The Group does not expect there to be a
significant change in the information that is
currently disclosed in the notes because the
requirement to disclose material information
remains unchanged; however, the way in which
the information is grouped might change as
a result of the aggregation/disaggregation
principles.

From a cash flow statement perspective, there will
be changes to how interest received and interest
paid are presented. Interest paid will be presented
as financing cash flows and interest received as
investing cash flows, which is a change from
current presentation as part of operating cash
flows.

The Group will apply the new standard from
its mandatory effective date of 1 January 2027.
Retrospective application is required, and so the
comparative information for the financial year
ending 31 December 2026 will be restated in
accordance with HKFRS 18
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2025
HE_Z-_RAF+-_A=+T—HIEE

3. FINANCIAL RISK MANAGEMENT

3.1

Financial risk factors

The Group's activities expose it to a variety of market
risk (including foreign exchange risk, price risk, cash flow
and fair value interest rate risk), credit risk and liquidity
risk. The Group's risk management focuses on the
unpredictability of financial markets and seeks to
minimise potential adverse effects on the Group’s
financial performance. The Group uses derivative
financial instruments to hedge certain of its risk
exposures on changes in interest rates.

(@) Market risk
(i) Foreign exchange risk

The Group mainly operates in China,
Southeast Asia and Americas. Most of the
Group's transactions, assets and liabilities
are denominated in RMB, VND, HKD or
United States dollars (“USD"). Foreign
exchange risk arises from future
commercial transactions, recognized assets
and liabilities and net investments in
foreign operations. The Group is exposed
to foreign exchange risk primarily through
pledged bank deposits, cash and cash
equivalents, trade and bills receivables,
financial assets at FVPL, trade and bills
payables, supply chain financing and
borrowings that are denominated in a
currency other than the functional
currency of the relevant group entity. It
manages its foreign exchange risks by
performing regular review and monitoring
of its foreign exchange exposures and
purchase of forward foreign exchange
contracts and cross currency swap
contracts (Note 30). In 2025, the Group has
entered into the forward foreign exchange
contracts and cross currency swap
contracts to manage the expected
fluctuation of RMB against USD or HKD and
USD against VND.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2025
BHE_T-_AF+-A=1+—HILEFE

3.

FINANCIAL RISK MANAGEMENT (Continued)

3.1

Financial risk factors (Continued)
Market risk (Continued)

(a)

(i)

Foreign exchange risk (Continued)

At 31 December 2025, if RMB had
strengthened/weakened by 2.2% (2024:
weakened/strengthened 1.5%) against USD
with all other variables held constant,
post-tax profit for the year would have
been RMB26,879,000 (2024: RMB20,887,000
higher/lower) lower/higher, mainly as a
result of the net foreign exchange losses/
gains (2024: gains/losses) on translation of
USD-denominated pledged bank deposits,
cash and cash equivalents, trade and bills
receivables, financial assets at FVPL, trade
and bills payables, supply chain financing
and borrowings.

At 31 December 2025, if RMB had
strengthened/weakened by 2.5% (2024:
weakened/strengthened 2.2%) against HKD
with all other variables held constant,
post-tax profit for the year would have
been RMB20,501,000 (2024: RMB35,033,000
lower/higher) higher/lower, mainly as a
result of the net foreign exchange gains/
losses (2024:losses/gains) on translation of
HKD-denominated pledged bank deposits,
cash and cash equivalents, trade and bills
receivables, trade and bills payables and
borrowings.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2025
HE_Z-_RAF+-_A=+T—HIEE

3.

FINANCIAL RISK MANAGEMENT (Continued)

3.1

Financial risk factors (Continued)
Market risk (Continued)

(a)

(i)

(ii)

Foreign exchange risk (Continued)

At 31 December 2025, if RMB had
strengthened/weakened by 5.5% (2024:
2.8%) against VND with all other variables
held constant, post-tax profit for the year
would have been RMB3,151,000 (2024:
RMB7,935,000) lower/higher, mainly as a
result of the net foreign exchange losses/
gains on translation of VND-denominated
pledged bank deposits, cash and cash
equivalents, trade and bills receivables,
trade and bills payables and borrowings.

Price risk

The Group is exposed to raw material price
risk because of the volatility of the price of
main raw material, cotton. The
management of the Group analyzes the
trend of raw material price on weekly basis.
To manage its price risk, the Group has
entered into the cotton futures contracts
and cotton option contracts (Note 30) and
decides to enter long term contracts to
mitigate the impact from raw material
price changes, and diversify the suppliers if
they expect significant fluctuation in the
future.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2025
BE_ZT-_AFT+-A=+—HBILFE

3.

FINANCIAL RISK MANAGEMENT (Continued)

3.1

Financial risk factors (Continued)
Market risk (Continued)

(a)

(iii)

Cash flow and fair value interest rate risk

Except for pledged bank deposits and cash
at bank (Note 25), the Group has no other
significant interest-bearing assets. The
Group's income and operating cash flows
are substantially independent of changes in
market interest rates. Management does
not anticipate significant impact resulted
from changes in interest rates on interest
bearing assets.

The Group's interest rate risk arises from
borrowings and supply chain financing.
Borrowings and supply chain financing
obtained at variable rates expose the
Group to cash flow interest rate risk.
Borrowings and supply chain financing
obtained at fixed rates expose the Group
to fair value interest rate risk. As at
31 December 2025, approximately 62%
(2024: 56%) of the Group's borrowings and
supply chain financing were at fixed rates
and the remaining 38% (2024: 44%) were
at floating rates before entering into cross
currency swap contracts. After entering
into cross currency swap contracts, the
percentage of the Group's borrowings and
supply chain financing at fixed rates as at
31 December 2025 increased to
approximately 65% (2024: 61%).

At 31 December 2025, if interest rate had
increased/decreased by 100 basis points
(2024: 100 basis points) with all other
variables held constant, post-tax profit for
the year would have been RMB13,212,000
(2024: RMB27,878,000) lower/higher, mainly
as a result of the interest expenses on
floating rates borrowings and supply chain
financing.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2025
HE_Z-_RAF+-_A=+T—HIEE

3.

FINANCIAL RISK MANAGEMENT (Continued)

3.1

Financial risk factors (Continued)

(b)

Credit risk

The Group has no significant concentration of
credit risk because the Group has more than
5,000 customers. The carrying amounts of
pledged bank deposits, cash and cash
equivalents, trade and bills receivables, financial
assets at FVOCI and other receivables represent
the Group’s maximum exposure to credit risk in
relation to its financial assets.

The Group generally grants credit terms of less
than 90 days to its customers in Mainland China
and 120 days to its customers in other countries.
The Group’s management performs periodic
credit evaluations/reviews of its customers and
ensures that sales are made to customers with an
appropriate credit history. The Group places
deposits with major banks in Mainland China,
Hong Kong and Vietnam, to limit the amount of
credit exposure to any financial institution.

To lower the Group's exposure to credit risk, the
Group may request 5% deposits from certain of
its customers before delivery of goods. In
addition, 100% (2024: 100%) of the bills
receivable of the Group were endorsed by banks
as at 31 December 2025.

Trade and bills receivables, financial assets at
FVOCI and other receivables are subject to the
expected credit loss model.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2025
BHE_T-_AF+-A=1+—HILEFE

3.

FINANCIAL RISK MANAGEMENT (Continued)

3.1

Financial risk factors (Continued)
Credit risk (Continued)

(b)

(1)

Impairment of trade and bills receivables
and financial assets at FVOC|

The Group has trade and bills receivables
and financial assets at FVOCI from sales
of products that are subject to HKFRS 9's
expected credit loss model. The Group
applies the HKFRS 9 simplified approach to
measure expected credit losses which uses
a lifetime expected loss allowance for all
trade receivables from initial recognition. To
measure the expected credit losses, trade
receivables have been grouped based on
shared credit risk characteristics and the
ageing days. The expected loss rates are
based on the payment profiles of sales over
a period of 36 months before 31 December
2025 and the corresponding historical
credit losses experienced within this
period. The historical loss rates are adjusted
to reflect current and forward-looking
information on macroeconomic factors
affecting the ability of the customers to
settle the receivables, including Gross
Domestic Product, industrial added value
and consumer price index. On that basis,
the loss allowance as at 31 December 2025
was determined as follows:
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2025
HE_T-_AFt+-A=1T—HILEE

3. FINANCIAL RISK MANAGEMENT (Continued)

3. MXERERE#E)

3.1 Financial risk factors (Continued) 3.1 BERBREZ(E)
(b)  Credit risk (Continued) (b) FERRE)
(i)  Impairment of trade and bills receivables (i) FEWEZREENER
and financial assets at FVOC! (Continued) HRFEGTARMEEH
W7z 19 % E R E
(#&)
Trade receivables JEW T 2 2 I
Within 181 days to 1 year to Over
180 days 1 year 2 years 2 years Total
180BLK 181BZE1F 15225 BiB2F @t
RMB000 RMB000 RMB000 RMB000 RMB000
AREFT ANREFT ARETFT AREFT AREFT
At 31 December 2025 R=-B-1fF
+=A=+-H
Gross carrying amount EKEAE 905,475 3,486 6,301 84,967 1,000,229
Expected loss rate FEHEEE 1.47% 34.11% 56.13% 100.00% 10.30%
Loss allowance EREE 13,317 1,189 3,537 84,967 103,010
At 31 December 2024 R-Z-@mE
tTZA=t-H
Gross carrying amount FmeE 1,083,852 9619 34,440 61,045 1,188,956
Expected loss rate BHERX 1.08% 10.62% 4095% 100.00% 7.39%
Loss allowance BERE 11,750 1022 14,102 61,045 87919

Individually impaired trade receivables are
related to customers who are experiencing
unexpected economic difficulties. The
Group expects that the entire amounts of
the receivables will have difficulty to be
recovered and has recognised impairment
losses. As at 31 December 2025, the trade
receivables of RMB6,597,000 from
customers that were expected difficult to
be recovered, of which the Group made
individual loss allowance of RMB6,597,000
against trade receivables as at
31 December 2025.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2025
BE_ZT-_AFT+-A=+—HBILFE

3.

FINANCIAL RISK MANAGEMENT (Continued)

3.1

Financial risk factors (Continued)
Credit risk (Continued)

(b)

(i)

Impairment of trade and bills receivables
and financial assets at FVOCI (Continued)

Bills receivables and financial assets at
FVOC]

The loss allowance of bills receivables and
financial assets at FVOCI as at 31 December
2025 and 2024 was immaterial.

Impairment losses on trade and bills
receivables are presented as net
impairment losses within operating
profit. Subsequent recoveries of amounts
previously written off are credited against
the same line item.
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2025 2024

—E-RF —EME

RMB’000 RMB000

AR F T AR®Fr

At 1 January n—H—H 87,919 28,804
Accrual of provision for TRIRIEWE 5 REBERK

impairment of trade and TH R BB S

bills receivables 21,857 68,044

Written off 85 (169) (8,929)

At 31 December R+=-—A=+—8H 109,607 87,919

The loss allowance of trade and bills
receivables of RMB109,607,000 (2024:
RMB87,919,000) was recorded as at
31 December 2025 mainly due to a
long-aging trade receivable from a grey
fabric customer, against whom the Group
has initiated formal litigation and secured
asset preservation measures.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2025
HE_Z-_RAF+-_A=+T—HIEE

3.

FINANCIAL RISK MANAGEMENT (Continued)

3.1

Financial risk factors (Continued)
Credit risk (Continued)

(b)

(ii)

Impairment of other receivables

Other receivables comprise receivables
from disposal of land use rights and
property, plant and equipment,
value-added tax recoverable, prepaid
income tax, prepayments for purchase of
raw materials, due from related parties,
deposits, prepaid expenses, rental income
receivables from investment properties and
other receivables (Note 24).

The Directors of the Company consider the
probability of default upon initial
recognition of asset and whether there has
been significant increase in credit risk on
an ongoing basis during the year ended
31 December 2025. To assess whether
there is a significant increase in credit risk,
the Group compares risk of a default
occurring on the assets as at the reporting
date with the risk of default as at the date
of initial recognition. Especially the
following indicators are incorporated:

actual or expected significant adverse
changes in business, financial or
economic conditions that are
expected to cause a significant
change to the third party’s ability to
meet its obligations;

actual or expected significant
changes in the operating results of
the third party;

significant changes in the expected
performance and behavior of the
third party, including changes in the
payment status of the third party.
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For the year ended 31 December 2025
BE_ZT-_AFT+-A=+—HBILFE

3.

3.1

(b)

(ii)

FINANCIAL RISK MANAGEMENT (Continued) 3. UHERERE®E)
Financial risk factors (Continued) 31 UHEBEEE)
Credit risk (Continued) (b) FEERMRE)
Impairment of other receivables (i)  EmEWRREE (&)
(Continued)
Impairment on other receivables is H h pE Y BR ORI B 1212
measured as either 12-month expected EABEHEEBENE
credit losses or lifetime expected credit HTEERE B @185t 2 -
loss, depending on whether there has been ERTEERRBTH
a significant increase in credit risk since TR LXPKﬁTjiﬂlaai‘jJD
initial recognition. To assess whether there ffﬁ)E REHEEER
is a significant increase in credit risk, the BRI - ZF%%@
Group compares the risk of a default bR E AR EE
occurring on the asset as at the reporting B A DB A R B B RS 4]
date with the risk of default as at the date HRERBHENEY J—L
of initial recognition. It considers available b2 o HEEEABEE
reasonable and supportive &ﬁi@ﬁ%ﬁuﬂ%&éﬂ
forwarding-looking information. If a Tﬁﬁﬁﬁﬁl\f&ﬂQ“ﬂ &)
significant increase in credit risk of a /RTFEHQHE KHEE
receivable under the circumstance of aging % B F) IR LARK
over 12 months has occurred since initial 'Paai‘jJD AR ER 25
recognition, then impairment is measured REEEEEAE - &
as lifetime expected credit losses. On that ZEE -RNZE-REF
basis, the loss allowance as at +ZA=+—HZEE
31 December 2025 was determined as BB T3 E PR IR R
follows for other receivables: B
Stage 1
12-month Stage 2 Stage 3
ECL Lifetime ECL Lifetime ECL Total
BB BEoER E=ER
128 B EH 2HTEH 2HTEH
EEEE EEEE EEEE M
RMB000 RMB000 RMB000 RMB000
ARETFT ARETT AREFT AREFT
At 31 December 2025 i
+=A=+-H
Gross carrying amount FEmamE 224,979 - 72,120 297,099
Expected loss rate FEHREIE X 3.28% — 100.00% 26.76%
Loss allowance B IE R 1B 7,381 — 72,120 79,501
At 31 December 2024 R-ZB-_mEF
t=R=+—-H
Gross carrying amount BRE4AE 182,591 — 73,353 255,944
Expected loss rate st pic s 347% — 100.00% 31.14%
Loss allowance R E 6,339 — 73353 79,692
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2025
BHE_ZT-_AF+-_A=+—BILFE

3. FINANCIAL RISK MANAGEMENT (Continued)

3.1 Financial risk factors (Continued)
(b) Credit risk (Continued)

(i)  Impairment of other receivables

(Continued)

3.

R ER &)
3.1 HMERBEZE(ZE)
by =ERKRE)

(i)  BMERES

A Bi1E (45

(iii)

The loss allowances for other receivables as
at 31 December reconcile to the opening

RtTt-A=t—H®E
i FE U AR R 0 B IR B4

loss allowances as follows: £ HR 7] s 48 B 1 MO 0 BR
mE
2025 2024
—E-REF —ZTMF
RMB’000 RMB000
AR¥ T AR Fr
Opening loss allowance at R—RA—B®HEE
1 January B 79,692 99,352
Decrease in loss allowance  FARAERIBHERHE
recognised in profit or loss 18 &
during the year (191) (19,660)
Closing loss allowance at R+ZA=+—HHH
1 December RNEERE 79,501 79,692

Net impairment losses on financial assets

(i) Bz R L A E

recognized in profit or loss B 5 1B 5 18 F B
During the year ended 31 December 2025 REBEEZZE_HFR=
and 2024, the following losses were ToMFEFZA=+—
recognized in profit or loss in relation to HIEFE  ERBES
impaired financial assets: BB EREE RN

TEE
2025 2024
—E-RHE bl 11 5
RMB’000 RMB000
AR FT AR T
Impairment losses BEEE

— Trade receivables — BB S5 RIE 21,857 68,044
— Other receivables — Hith IR ER K (191) (19,660)
21,666 48,384
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2025
BHE_T-_AF+-A=1+—HILEFE

3.

FINANCIAL RISK MANAGEMENT (Continued)

3.1 Financial risk factors (Continued)

(c)

Liquidity risk

Prudent liquidity risk management includes
maintaining sufficient cash and the availability of
funding through an adequate amount of
committed credit facilities. The Group aims to
maintain flexibility in funding by keeping
committed credit lines available. Details of the
undrawn borrowing facilities available to the
Group are disclosed in Note 29 to these
consolidated financial statements.

As disclosed in Note 28, the Group has entered
into supplier finance arrangements. This has
improved the Group’s working capital. The
finance providers are in good financial condition
and the Group has no significant concentration
of liquidity risk with these finance providers.

The table below analyses the Group’s financial
liabilities into relevant maturity groupings based
on the remaining period at the balance sheet
date to the contractual maturity date. The
amounts disclosed in the table are the
contractual undiscounted cash flows.

3.

MBRERER #)
31 HBEBREERGE)

(c)

REE SRR

EEMTHECRBREESR
RERTHWHNEERAEZER
BURFEAR S RAIEA
WEL AEEETEEBHE
BARAMEA#AEZERE
DWRIFES ZEEZEBE -5
BAEBENARBAEERE
BRI FLRE 1wk M
29 EE o

A 28T R A E
BRI EERE T - 1t
BUETAEE L EEER
T oBMERMEE ZHBMMR
Rif AEEHZEHER
HEZRDESCRARTES
=R S

TR AKENTREE
DM - bk Th3Z AR A 2 B 48 R
FIRIEAEERBERBESR
WER BRI RBAREETD
- XRABRBENSBERAL
HERBENRETRE -

Between Between
Less than 1 and 2and  More than
1 year 2 years 5 years 5 years Total
PME  15E28  25E5F 5EHE @it
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARETT ARETT ARETT ARETT
At 31 December 2025 R-BE-HF
+=-A=+—-H
Borrowings (Note 29) &8 (Hf7229) 2,920,852 1,231,236 1,229,773 —  5381,861
Supply chain financing (Note 28) L FE B RhE
(Hiit28) 1,790,133 - - — 1,790,133
Interest payable on borrowings & K& L fEHERLE
and supply chain financing FERTFIE 163,142 66,564 33,860 — 263,566
Derivative financial instruments ~ T4 4R T A
(Note 30) (Hf#t30) 54,255 - - - 54,255
Trade and bills payables ENEZRERE
(Note 32) B (Hri#32) 925,254 - - — 925254
Accruals and other payables FEIREANEME
(excluding non-financial NER(TRIE
labilites) ELRARE) 404,503 - - — 404,503
Lease liabilities (Note 76) HEEE (M6 49,234 35,542 47,798 29,496 162,070
6,307,373 1,333,342 1,311,431 29,496 8,981,642
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2025
BE-_T-_AF+-_A=1+—HILEE

3. FINANCIAL RISK MANAGEMENT (Continued) 3. BKEREREE)
3.1 Financial risk factors (Continued) 3.1 HH¥RKREZEE)
() Liquidity risk (Continued) () RBELEAR (Z)
Between Between
Less than 1 and 2 and More than
1 year 2 years 5 years 5 years Total
PE ERF 2FESF SEPA L @t
RMB000 RMB1000 RMB000 RMB1000 RMB000
ARETT ARETT ARETT ARETT AREFT
At 31 December 2024 R-ZE-NE
t+t=A=+-H
Borrowings (Note 29) &8 (Hf229) 3199142 2399656 796,697 — 6395495
Supply chain financing (Note 28) e A
(fizt28) 2,111,445 - — — 2111445
Interest payable on borrowings BEREERRNE
and supply chain financing FERFIE 220,699 64,480 15,568 — 300,747
Derivative financial instruments ~ $T4E & B T E
(Note 30) =E0) 42,025 — — - 42025
Trade and bills payables EHESLEE
(Note 32) I (H#t32) 886,393 - - - 886,393
Accruals and other payables BIREBREME
(excluding non-financial R (Z:"F]ﬁ
liabilities) FERER) 448425 — — — 448,425
Lease liabilities (Note 76) MEEEMZI6) 50,256 33473 75,003 45,425 204,157
6,958,385 2,497,609 887,268 45425 10,388,687
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For the year ended 31 December 2025
BE_ZT-_AFT+-A=+—HBILFE

3.

FINANCIAL RISK MANAGEMENT (Continued)

3.2 Capital risk management

The Group's objectives when managing capital are to
safeguard the Group's ability to continue as a going
concern in order to provide returns for shareholders
and benefits for other stakeholders and to maintain an
optimal capital structure to reduce the cost of capital.

In order to maintain or adjust the capital structure, the
Group may adjust the amount of dividends paid to

shareholders or issue new shares.

Consistent with others in the industry, the Group
monitors capital on the basis of the gearing ratio. This
ratio is calculated as net debt divided by total capital.
Net debt is calculated as total borrowings (including
‘current and non-current borrowings’ as shown in the
consolidated balance sheet), supply chain financing and
lease liabilities less pledged bank deposits and cash and
cash equivalents. Total capital is calculated as ‘total
equity’ as shown in the consolidated balance sheet less

non-controlling interests plus net debt.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2025
BHE_ZT-_AF+-_A=+—BILFE

3.

FINANCIAL RISK MANAGEMENT (Continued) 3.

3.2

Capital risk management (Continued)

The net gearing ratios at 31 December 2025 and 2024

are as follows:

R ER &)
3.2 EBE:2RREE(E)

R-B_AFR_ZT_MET_A
=t RZFREABLHEET :

2025 2024

—E-RE —ENEF

(restated)

(&g=7)

RMB’000 RMB'000

AR¥FiT AR FT

Total borrowings (Note 29) BEBTE (MiF29) 5,381,861 6,395,495

Supply chain financing (Note 28) HRIEGE RV E (A7E28) 1,790,133 2,111,445

Lease liabilities (Note 16) MEGE(Hitie) 144,176 180,000

Less: pledged bank deposits and B BEEHRITER KL

cash and cash equivalents HRehBEeEEYD

(Note 25) (K1at25) (2,495,404) (2,904,191)

Net debt BEFHE 4,820,766 5,782,749
Total equity excluding T2 4258 (FOBR SR I 1%

non-controlling interests ) 10,232,651 9,455,022

Total capital BAEE 15,053,417 15,237,771

Net gearing ratio FEEARIEE 32% 38%
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For the year ended 31 December 2025
BE_ZT-_AFT+-A=+—HBILFE

3. FINANCIAL RISK MANAGEMENT (Continued)

3.3

Fair value estimation
Fair value hierarchy

The table below analyses financial instruments carried at
fair value, by valuation method. The different levels have
been defined as follows:

Quoted prices (unadjusted) in active markets for
identical assets or liabilities (level 1).

Inputs other than quoted prices included within
level 1 that are observable for the asset or
liability, either directly (that is, as prices) or
indirectly (that is, derived from prices) (level 2).

Inputs for the asset or liability that are not based
on observable market data (that is, unobservable
inputs) (level 3).

As at 31 December 2025 and 2024, the Group held
forward foreign exchange contracts, cross currency
swap contracts, cotton futures contracts, cotton option
contracts, bills receivables held both by collecting
contractual cash flows and selling of these assets and
equity investments that are held for trading. These
forward foreign exchange contracts have been fair
valued using forward exchange rates that are quoted in
an active market. Cross currency swaps are fair valued
using forward exchange rates that are quoted in an
active market and interest rates extracted from
observable yield curves. Cotton futures contracts and
cotton option contracts are fair valued using forward
cotton price that are quoted in an active market. Bills
receivables held both by collecting contractual cash
flows and selling of these assets are fair valued using
interest rates that are quoted in an active market.
Equity investments that are held for trading are fair
valued using seed transaction price that are not based
on observable market data.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2025
BE-_T-_AF+-_A=1+—HILEE

3. FINANCIAL RISK MANAGEMENT (Continued) 3. BKEREREE)
3.3 Fair value estimation (Continued) 3.3 QAR EMEF(E)
Fair value hierarchy (Continued) ATFEER(A)

TR AEER_ZE_RAFR=
ToME+-_A=+—HBHEAFE
ECEENAE:

The following table presents the Group’s assets and
liabilities that are measured at fair value at
31 December 2025 and 2024:

Level 1 Level 2 Level 3 Total
E—& EZ B=H st
RMB’000 RMB’000 RMB’000 RMB’000
AR¥FT ANRETHT AR¥Fr ARETn
At 31 December 2025 R-ZE-RF
+=A=+-8
Assets BE
Financial assets at FVOC| BRAFEFAEMZEK
=R EREE - 256,891 — 256,891
Financial assets at FVPL BRAFEFABZHNEH
BE — — 38,022 38,022
Derivative financial instruments TEEBMIA - 11,563 - 11,563
— 268,454 38,022 306,476
Liabilities =R
Derivative financial instruments PTESRT A — 54,255 — 54,255
Level 1 Level 2 Level 3 Total
F—1 FER FE=4 et
RMB000 RMB000 RMB000 RMB000
ARETFT AREFT AREFT ARETFT
At 31 December 2024 R-E-mE
t=B=t+-8
Assets BE
Financial assets at FVOCI BAFEFAEMZER
mHERMAEE = 375,631 — 375,631
Financial assets at FVPL RAFEFAEZNER
BE = — 18,057 18057
Derivative financial instruments TESRIA = 100,652 — 100,652
— 476,283 18,057 494,340
Liabilities =l
Derivative financial instruments TEEBMIA — 42,025 — 42,025
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CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS

Estimates and judgements are continually evaluated and are
based on historical experience and other factors, including
expectations of future events that are believed to be
reasonable under the circumstances.

The Group makes estimates and assumptions concerning the
future. The resulting accounting estimates will, by definition,
seldom equal the related actual results. The estimates and
assumptions that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities
within the next financial year are discussed below.

4.1

4.2

Net realisable value of inventories

Net realisable value of inventories is the estimated
selling price in the ordinary course of business, less
estimated costs of completion and selling expenses.
These estimates are based on the current market
condition and the historical experience of
manufacturing and selling products of similar nature. It
could change significantly as a result of technical
innovations, changes in customer taste and competitor
actions in response to severe industry cycle.
Management reassesses these estimates at each
balance sheet date.

Impairment of trade and bills receivables and
financial assets at FVOCI

The Group’s management determines the provision for
impairment of trade and bills receivables and financial
assets at FVOCI based on the expected credit losses
which uses a lifetime expected loss allowance for all
trade and bills receivables. The loss allowances for
financial assets are based on assumptions about risk of
default and expected loss rates. Management uses
judgement in making these assumptions and selecting
the inputs to the impairment calculation, based on the
Group's past history, existing market conditions as well
as forward looking estimates at the end of each
reporting period. Management reassesses the provision
at each balance sheet date.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2025
HE_Z-_RAF+-_A=+T—HIEE

4.

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (Continued)

4.3

4.4

Useful lives of property, plant and equipment

The Group’s management determines the estimated
useful lives and related depreciation charges for its
property, plant and equipment. This estimate is based
on the historical experience of the actual useful lives of
property, plant and equipment of similar nature and
functions. It could change significantly as a result of
technical innovations and competitor actions in
response to severe industry cycles. Management will
increase the depreciation charge where useful lives are
less than previously estimated lives, or it will write-off or
write-down technically obsolete or non-strategic assets
that have been abandoned or sold.

Income taxes and deferred income tax

The Group is subject to income taxes in several
jurisdictions. Significant judgement is required in
determining the provision for income taxes. There are
many transactions and calculations for which the
ultimate tax determination is uncertain during the
ordinary course of business. The Group recognizes
liabilities for anticipated tax audit issues based on
estimates of whether additional taxes will be due.
Where the final tax outcome of these matters is
different from the amounts that were initially recorded,
such differences will impact the income tax and
deferred tax provisions in the period in which such
determination is made.

Deferred tax assets relating to certain temporary
differences and tax losses are recognized when
management considers it is likely that future taxable
profits will be available against which the temporary
differences or tax losses can be utilised. When the
expectations are different from the original estimates,
such differences will impact the recognition of deferred
tax assets and income tax charges in the period in
which such estimates have been changed.

4.

BA g g ol 5t R Ml (@)

4.3

4.4

Y3 ~ B B R 18 B T 6 R 4
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5.

REVENUE AND SEGMENT INFORMATION

(a)

Description of segments and principal activities

The chief operating decision-maker has been identified
as the Committee of Executive Directors of the
Company. Operating segments are reported in a
manner consistent with the internal reporting provided
to the chief operating decision-maker. The Committee
of Executive Directors reviews the Group's internal
reporting in order to assess performance and allocate
resources. Management has determined the operating
segments based on these reports.

The Committee of Executive Directors considers the
business from both a product and geographical
perspective. From a product perspective, management
assesses the performance from sales of yarns, grey
fabrics, non-woven fabrics and garment fabrics.

China now includes Mainland China, Hong Kong and
Macao. Southeast Asia now includes Vietnam. Americas
now includes United States, Mexico, Nicaragua and
Honduras.

The revenues from external end customers in Asia and
Americas accounted for 91.5% and 8.0% (2024: 91.7%
and 7.7%) of the Group's total revenue respectively.

The Committee of Executive Directors assesses the
performance of the operating segments based on
revenue and operating profit.
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For the year ended 31 December 2025
BE-_T-_AF+-_A=1+—HILEE

5. REVENUE AND SEGMENT INFORMATION 5. WARSHER @)
(Continued)
(b) Segment profit or loss (b) ZHWEZR
The segment information for the year ended BHE-ZT-_RAF+-A=+—H1
31 December 2025 is as follows: FEZHBERDT :

Year ended 31 December 2025
HE-$-RET-AST-ALEE

Garment fabrics Grey fabrics Non-woven fabrics Others

aH

Southeast Southeast Southeast Southeast Southeast

China Asia  Americas Others China Asia  Americas China Asia China Asia China Asia

HE REE £l At REE Byl HE REE HE  REE HE RED
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
ARKTFR ARETR ARETT ARKTT ARETT ARETT ARETT ARKTT ARKTL ARBTFT ARKTL ARKTFL ARKTR ARETR

Total revenue BRA 21,898,516 7,704,831 646,009 319,273 2,512,444 1,153,814 1,069,926 337,380 = 111,90 193,697 50 133,334 36,081,194
Inter-segment revenue AHERA (6,546,877) (4,996,801) (247,516)  (22,387)  (48,247) (935232) (300,500)  (37,453) - —  (147,505) —  (83,049)(13,365,567)

Revenue (from external WA (RENPEF)

customers) 15,351,639 2,708,030 398,493 296,886 2,464,197 218,582 769,426 299,927 = 111,920 46,192 50 50,285 22,715,627
Timing of revenue WABRERE

recognition

— Ata point in time —REERRES 15351639 2708030 398493 296886 2464197 218582 769,426 299,927 - 1920 46192 50 50285 22,715,627
Segment results APER 538,984 761,698 23,749 (38,654) 110,832 118932 25,652 58,752 - (7,466) (119,667)  (26,135) 23,635 1,470,312
Unallocated losses KPEBR (86,678)
Operating profit fy] 1,383,634
Finance income BERA 108,268
Finance costs HHEER (274458)
Share of profits of AEEREAR

investments accounted ZREER

for using the equity

method 4,280
Income tax expense FEHEY (249,546)
Profit for the year EEEA 972,178

—

Depreciation and REREH

amortisation (400,875) (262,740)  (66,939)  (21,490)  (67,302)  (59,681)  (31,604) (6,420) - - (31,175) (61)  (12,809) (961,096)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2025
BHE_T-_AF+-A=1+—HILEFE

5. REVENUE AND SEGMENT INFORMATION
(Continued)

(b) Segment profit or loss (Continued)

The segment information for the year ended

31 December 2024 is as follows:

5. WAKRZBESR @)

DEBIB R ()
BHE-_Z-_NF+-_A=+—8It
FEZDEERMT

(b)

Year ended 31 December 2024 (restated)
HE-Z-WET-R=+-HILFE (BE)

Yarns Garment fabrics and Garments Grey fabrics Non-woven fabrics Others Total
bR AHRRE iyl &G Af 28
Southeast Southeast Southeast Southeast Southeast
China Asia  Americas Others China Asia  Americas China Asia China Asia China Asia
B REE B3l £t HE REE el HE REE e REE B REE
RMBO0O  RMBUO0O  AMBUOO  AMBUGO  RMBUOD  RMBOWD  RMBUOO  RMBU0O  AMBUOO  AMBUGO  RMBUGO  RMBOWD  AMBUDO  RMBUOO

ANEBETE ARETT ARRTE ARETE NEXTL ARET ARETT ARET ARETI ARETE AEXTT ARET ARRETT ARETE

Total revenue EL/ON 21814080 7572361 500,976 390185 2771338 992791 1,052,533 445559 560,542 73427 126224 251,065 186192 36,737,273
Inter-segment revenue AHERA (6290868)  (5,166451)  (271617) (4229 (72444) (805282 (314656) (37318)  (559492) = (105304) (2,185) (78,394) (13,708,240)
Revenue (from external WA (RBHBEF)

customers) 15523212 2405910 229359 385956 2,698,894 187,509 731871 408241 1,050 73421 20920 248880 107,798 23029033
Timing of revenue WA BERERE

recognition

— At a point in time — REEERS 15523212 2405910 229359 385956 2,698,894 187,509 731877 408241 1,050 73421 20920 248880 107,798 23029033
Segment results T 698677 337333 (70854) (11,655) 123349 53077 46,968 (9,644) 4692 (13313) (20,863) 51521 4722 1,194010
Unallocated losses AAREE (1095)
Operating profit -4 1192915
Finance income BBHA 86,193
Finance costs HHER (474,186)
Share of losses of investments ~ AELEREAR

accounted for using the REER

equity method (23,368)
Income tax expense FERAX (186:490)
Profit for the year EEEA 595064

—

Depreciation and amortisation 7 & R (@26774)  (283871) (67.863) (20,704) (68516) (43,788) (34855) (6814) (19,000) - (31468) (490) (11.873)  (1,016,016)
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e MW= (]R)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2025
BT RE+_A=t+—BILtFE

5. REVENUE AND SEGMENT INFORMATION 5. WARSHER &)
(Continued)
(c) Segment assets and liabilities () 2BEERERE
The segment assets and liabilities as at 31 December RZE_RAF+_A=+—RHzZ%H
2025 are as follows: HEERABGEWET :

As at 31 December 2025
R=B-EFt=A=1-8

Garment fabrics Grey fabrics Non-woven fabrics Others
]
Southeast Southeast Southeast Southeast Southeast
China Asia  Americas Others China Asia  Americas China Asia Asia China Asia
G REE N L4 i REE By P REE REE i REE
RMB'000  RMB'000  RMB'000  RMB'000  RMB000  RMB'000  RMB'000  RMB000  RMBO00  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
ARRTT ARBTL ARETRA ARETR ARETT ARKTL ARRTT ARRTT ARKTL ARKTA ARETI ARETR ARRFT ARKTZ
Total segment assets IREELE 8,164,491 5663650 1,042,507 570,460 1,623,585 634,907 623,956 274,409 - 5,802 394,754 479,749 291,823 19,770,093
Unallocated assets FAREE 477,173
Total assets of the Group rEEEELE 20,247,266
—
Total segment liabilities AHaELE (3,598,828) (1,774870) ~ (800,453) ~ (279,855)  (267,993)  (367,233)  (314,804) (89,519) - (1,690)  (551,116)  (376,091)  (252,986) (8,675438)
Unallocated liabilies FARARE (1,048,186)
Total liabilities of the Group FEEEELE (9,723,624)
—
Addition to non-current assets  FEXRBEE 40939 538057 30218 4131 5147 34005 40,101 1,262 - - 5 = N 1165144
The segment assets and liabilities as at 31 December RZZBE-_MFE+_A=+—HBZH
277 > = .
2024 are as follows: HEERBENOT
As at 31 December 2024 (restated)
REZ-MET-A=T-AHES)
Yams Garment fabrics and Gaments Grey fabrics Non-woven fabrics Others Total
98 AHRRR byl 0T At 2%
Southeast Southeast Southeast Southeast Southeast
China Asia Americas Others China Asia Americas China Asia China Asia China Asia
TE o REZ = £t TE RED M T REE 8 RED TE o RES
RMBUO0 AMBUOO AMBOOO AMBO0O RuB000 RMB000 RMBUO0 AMBUOO AMBOOO AMBO0O RuB000 RMB000 RMBUO0 AMBUOO
NEEFT NEEFT ARKTFT ARRTT ARRFT ARETT ARBTT ARBTL ARBTL ARETRL ARETR ARETR ARETT AEKTT
Total segment assets AHEELE 8721838 4793990 992,908 697642 1896003 654122 653231 14729 49211 5341 470960 U525 350760 20345956
Unallocated assets FAREE 445%
Total assets of the Group FEREELE 20790512
—
Total segment liabilities ARAREE (3503558)  (2392,262) (807,359) (358,540) (256,588) (464970) (386,742) (93505) (354110) (742) (492871) (242594) (332572)  (9686413)
Unallocated liabilies FARARE (1,147009)
Total liabilities of the Group ~ AEBEELE (10833442)
—
Addition to non-current assets REERDEE 27561 340,083 23746 53,702 ns 32597 2134 3182 3035 - 4541 106,544 - 834347

2025 ANNUAL REPORT —Z=HEFH 151



R M358 R ()
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2025
BHE_T-_AF+-A=1+—HILEFE

5. REVENUE AND SEGMENT INFORMATION 5. WARDEER &)
(Continued)
(d) Sales disclosures (d) SHERE
Analysis of the Group's sales by products is shown AEERERESHHEE ST
below: (TN
2025 2024
—E_RE —E-UE
RMB’000 RMB'000
AR¥TFT ARBFT
Sales of goods EmiHeE
— Yarns — W 18,109,376 17,908,950
— Woven garment fabrics — B 2,197,958 2,172,849
— Trading — 85 1,571,334 1,535,359
— Knitted garment fabrics — TEEmE R 328,585 551,559
— Grey fabrics — B 299,927 409,291
— Non-woven fabrics — EHm 158,112 94,347
22,665,292 22,672,355
Others i)
— Properties S 50 248,880
— Utilities — B R MK 50,285 107,798
22,715,627 23,029,033
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2025
HE_Z-_RAF+-_A=+T—HIEE

5.

REVENUE AND SEGMENT INFORMATION

(Continued)

(e)

Accounting policies of revenue recognition

(i)

Sales of goods

The Group manufactures and sells yarns, grey
fabrics, non-woven fabrics and garment fabrics in
the market. Delivery occurs when the products
have been shipped to the specific location, the
risks of obsolescence and loss have been
transferred to the customer, and the customer
has accepted the products in accordance with
the terms in sales contract. For domestic sales,
revenue is recognized when the products are
shipped to the agreed delivery locations in
accordance with the contracts, and customers
confirm the acceptance. For oversea sales,
revenue is recognized when the products are
loaded on board the vessel. The Group enters
into sales contracts with customers for each
transaction. Revenue from these sales is
recognized based on the price specified in the
contract. The Group does not expect to have any
contracts where the period between the transfer
of the promised goods to the customer and
payment by the customer exceeds one year.

Revenue is only recognized to the extent that it
is highly probable that a significant reversal will
not occur. No significant financing component is
deemed present as the sales are made with a
credit term of less than 90 days to its customers
in Mainland China and 120 days to its customers
in other countries, which is consistent with
market practice.

A receivable is usually recognized when revenue
is recognized as this is the point in time that the
consideration is unconditional because only the
passage of time is required before the payment is
due.

5.

WAR D EBER (@)
(e) WARRBZEEE
) EmEE

REBEGERETHIHED
AR AR AR ANE R
EEMEXERTEHAE K
ERBRRAREEBEBEER
F r-BEEFEREBHEAK
RREMNER  AIBLER
H-REAEENS EE
miRIEE N EXELHER
T 2 B &P MR E N
B Rl gRERUA - 518 I
HEMS EEMEH LM
B Al RRKA - AEE
RERARXHEEPRIVHE
BH - ZFHENBARA
WIETEMEBRER AEHE
B BT AEAREERE
RTEPERPNARIEE
B—FHNEL -

NN =N JEIR NG
TEEARER HRAET
FERNEEEFRNEEZEE
HAObRoH HMBERER
Bl&1208 - FATHEG -
WA EREAGTEEARE
B e

P& Wit B 558 H T U T B8 B
R RRERERERHE
MEREGRE EAGRH
3B 25 (E AT WERA 5K »
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2025
BHE_T-_AF+-A=1+—HILEFE

5.

REVENUE AND SEGMENT INFORMATION
(Continued)

(e)

Accounting policies of revenue recognition
(Continued)

(i)

Sales of goods (Continued)

A contract liability is the Group's obligation to
transfer goods or services to a customer for
which the Group has received consideration (or
an amount of consideration is due) from the
customer. The Group'’s contract liabilities mainly
comprise advanced payment and 5% deposits
from certain of its customers before delivery of
goods.

Arrangements that involve shipment of goods to
a customer might include promises related to the
shipping service that give rise to a performance
obligation. Management should assess the
explicit shipping terms to determine when
control of the goods transfers to the customer
and whether the shipping services are a separate
performance obligation.

Shipping and handling services should be
considered a separate performance obligation if
control of the goods transfers to the customer
before shipment, but the entity has promised to
ship the goods (or arrange for the goods to be
shipped) for overseas sales. Shipping is not a
promised service to the customer as control of a
good does not transfer to the customer before
shipment for domestic sales. This is because
shipping is a fulfilment activity as the costs are
incurred as part of transferring the goods to the
customer.
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e MW= (]R)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2025
BE_Z_RAFT-_A=+—HLFE

5. REVENUE AND SEGMENT INFORMATION 5. WARSHER &)
(Continued)
(e) Accounting policies of revenue recognition (e) WAMRBZETHEE (&)

(Continued)

(i)  Sales of goods (Continued) (i) BmEE#E)
Management assesses the Group is the principal EEENEASE AMER
for the shipping service and it is a separate BHEZEEMEA BEHE
performance obligation for overseas sales. The INEERBBILBHNEE - H
gross amount of revenue allocated to the BEEEMERBGHKRARED
shipping service is recorded. AR o

(ii) Sales of properties (i) YEHE
Revenues are recognized when or as the control WARBEESEERER
of the asset is transferred to the customer. For FPRER HRNEXE
property development and sales contracts for B T2 W) 2 1 I A W) SR B
which the control of the property is transferred at FHEAX WAREFR
a point in time, revenue is recognized when the ?%EEI%%E’UE%FE%%
customer obtains the physical possession or the AT ERBEAEERER
legal title of the completed property and the TR B U R RE 3 1R AT RE Uk [B1 (X
Group has the present right to payment and the BEWER -
collection of the consideration is probable.

6. OTHER INCOME AND OTHER LOSSES — NET 6. Ht ARHAMEE — F&E

2025 2024
ZE-RHE b el 1 5
(restated)
(&&:75)
RMB’000 RMB'000
AR¥TFT AREFT
Other income — net Hapdg A — FEE
Subsidy income (a) L ONE)) 168,485 166,230
Rental income He WA 71,309 49,257
Depreciation of investment properties ?ﬁﬁ%%&?ﬁ‘iff@% ik
and rented property, plant and B REETE
equipment (34,981) (28,580)
Total other income — net E IR A4REE — F58 204,813 186,907
Other losses — net HbEiE — F5
Gains on disposal of property, plant and HEME - BB RS HERE
equipment and land use rights (s FRRE W AR (M7 7E35(a))
(Note 35 (a)) 77,846 11,136
Derivative financial instruments at fair value &D\$T§ ‘|’)\T =HPTAE
through profit or loss:
— Realised gains 105,292 150,662
— Unrealised losses (101,320) (19,110)
Financial assets at fair value through profit =S B
or loss
— Realised gains 3,335 2,602
— Unrealised gains — REF I 1,866 2,154
Foreign exchange losses — net (Note 10)  [E X &8 — JE%58 (Aa£10) (271,694) (159,467)
Fees generated from certain returned ETEREBEEELER
assets (b) ER®) (3,143) (29,828)
Compensation for order cancellation BB R B B (E 2,480 14,348
Others Hit 14,410 17,083
Total other losses — net HEhEi8R%E — F58 (170,928) (10,420)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2025
BHE_T-_AF+-A=1+—HILEFE

6.

OTHER INCOME AND OTHER LOSSES — NET
(Continued)

(@)

The subsidy income was mainly related to incentives for
development in Mainland China provided by municipal
governments based on special subsidies and the
amounts of value added tax and income tax paid. The
Group has received all the subsidy income and there
was no future obligation related to this subsidy income.

Deferral and presentation of government grants

Government grants relating to costs are deferred and
recognized in profit or loss over the period necessary to
match them with the costs that they are intended to
compensate.

Government grants relating to the purchase of
property, plant and equipment are included in
non-current liabilities as deferred income and they are
credited to profit or loss on a straight-line basis over
the expected lives of the related assets.

Pursuant to the Asset Purchase Agreement (as
supplemented), as the Registration cannot be
completed by 31 March 2025, HaiHa Industrial Park
Vietnam Limited shall return to the Group the
consideration received together with all the interest
accrued in respect of the parcel of land together with
the buildings and all assets attached to the land for
which the Registration cannot be completed (after
deducting the fees generated from the provisions of
utilities received and the operation cost). During the
year ended 31 December 2025, the Group accrued
RMB3,143,000 (2024: RMB29,828,000) fees generated
from the returned assets net of the operating costs and
the relevant interest.

156 TEXHONG INTERNATIONAL GROUP LIMITED XIIEMEBEAR AT

6.

Hib g AR B8

(a)

R ()

R £ B BT R RIS B 8
MAREMEEREAEHEER
HE R BE AR RAB B RAER
AEECWREEMAWA - B
BEBAZSHBBAZREEE-

IEIE K 2 5 BT 75 BY

SRR AN B ) TR B B R FE AR
I = B B RN L A EL P HA R
RSP HER -

HEBEEYE  BFEREREARAIK
FEF BN E BB AT AFERE &
& YREREENBRFHRR
BHAORRT AR °

BEEEBE R (K@) an
RER—_ZE_AF=A=+—HH
SERKEED B TEE R BmE AR
RABRKRETREL ZIRER
MRt 2 B2EMRREEE -
MAEBRES WK ERTE R
) B (R H0BR 3 AT U ER 2 BE TR FB 7K
HEELE 2 BRAREERN) - RE
E-E-RFE+-A=+—HItF
B ik eEXANRBRFE
% AEBARSCRELEES
FEETE A ARK3,143,000 (ZF =
P4 - AR#29,8280007T) °



e MW= (]R)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2025
BE-_T-_AF+-_A=1+—HILEE

7. EXPENSES BY NATURE 7. BAX(ZRHEESE)
2025 2024
—E_RE —T__MF
(restated)
(&E5)
RMB’000 RMB000
AR¥EFTT AR T
Raw materials and consumables used FER R AR OB FE G
(Note 20) (K1at20) 15,359,634 16,018,473
Changes in inventories of finished goods — H M MR RFEEEH
and work in progress (Note 20) (#tit20) 233,967 183,532
Employment benefit expenses (Note 8) EERAIFE (B7/228) 2,325,763 2,329,459
Utilities ) h KRR 1,566,358 1,623,713
Depreciation and amortisation (Note 14, WEREE (Fati4 - fliF
Note 16, and Note 17) 16 RKHTEE17) 926,115 987,436
Transportation costs BEIA AR 361,975 372,076
Impairment charges on property, plant and #1% * = KR ERE S L
equipment (Note 74) (Hit14) 154,461 21,498
Office expenses /N5 95,845 98,335
Auditor's remuneration ZE AN &
— Annual audit services — FEEZRG 3,500 3,500
— Non-audit services — B R 1,368 3,884
Rental expenses for buildings, machinery — ##5F - #22 R H b9 < FH
and others (Note 16) S (Hatie) 2,564 2,896
Net accrual/(reversal) of provision for FERERENTER (#
decline in value of inventories (Note 20) [o]) &8 (M7t20) 24,214 (56,708)
Other expenses R 288,448 376,127
Total cost of sales, selling and distribution ~ SHERKA « $5E &7
costs and general and administrative AR — M AT S 4058
expenses 21,344,212 21,964,221
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2025
BHE_T-_AF+-A=1+—HILEFE

8. EMPLOYMENT BENEFIT EXPENSES 8. EERAMX
2025 2024
—E_RE —E-UE
RMB’000 RMB000
AR¥TFT ARBFT
Wages, salaries and bonuses TE&  HRIEa 1,980,429 1,983,418
Pension costs — defined benefit pension  ERIREM A — FEBFIER
plans, defined contribution plans and RestEl - REHNETE
retirement benefits (Note (a)) KGR REF (B it (@) 175,447 191,736
Other welfare benefits (Note (b)) H &R (Ha7wb) 169,887 154,305
2,325,763 2,329,459

(@) Pension costs — defined benefit pension plans,
defined contribution plans and retirement

benefits

Under the Hong Kong Employment Ordinance, the
Group is obligated to make lump sum payments on
cessation of employment in certain circumstances to
certain employees who have completed at least five
years of service with the Group. The amount payable is
dependent on the employees’ final salary and years of
service, and is reduced by entitlements accrued under
the Group’s retirement plan that are attributable to
contributions made by the Group. The Group does not
set aside any assets to fund any remaining obligations.
The long service payments are paid out from the
Group’s cash in hand when such payments are
required. During the year ended 31 December 2025,
the Group contributed approximately RMB1,450,000
(2024: RMB1,017,000) to the long service payments

scheme.

As stipulated by rules and regulations in Mainland
China, the Group has participated in state-sponsored
defined contribution retirement plans for its employees
in Mainland China. The Group and the eligible
employees are required to contribute 13% to 22% and
7% to 8%, respectively, of the employees’ basic salary
(subject to a cap) at rates as stipulated by the relevant
municipal governments. The Group has no further
obligations for the actual payment of pensions or
post-retirement benefits beyond the annual
contributions. The state-sponsored retirement plans are
responsible for the entire pension obligations payable
to the retired employees. The employees of the Group
in Hong Kong join MPF Scheme, a defined contribution
plan. During the year ended 31 December 2025, the
Group contributed approximately RMB114,028,000
(2024: RMB116,734,000) to the aforesaid state-sponsored

retirement plans.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2025
HE_Z-_RAF+-_A=+T—HIEE

8. EMPLOYMENT BENEFIT EXPENSES (Continued)

(a)

(b)

Pension costs — defined benefit pension plans,
defined contribution plans and retirement benefits
(Continued)

As stipulated by rules and regulations in Vietnam, the
Group contributes to state-sponsored employees' social
insurance scheme for its employees in Vietnam. The
Group contributes to the scheme at a rate of 20% of
the employee’s salary. The state-sponsored social
insurance scheme is responsible for the entire
obligations payable to retired employees. During the
year ended 31 December 2025, the Group contributed
approximately RMB38,798,000 (2024: RMB47,789,000) to
the aforesaid state-sponsored social insurance scheme.

As stipulated by rules and regulations in other countries
and regions, during the year ended 31 December 2025,
the Group contributed approximately RMB21,171,000
(2024: RMB26,196,000) to the social insurance scheme of
other countries and regions.

Other welfare benefits

All of the Group’s employees in Mainland China
participate in employee social security plans, including
medical, housing and other welfare benefits, organised
and administered by governmental authorities. During
the year ended 31 December 2025, the Group
contributed approximately RMB169,887,000 (2024:
RMB154,305,000) to these plans and the Group has no
further obligations for the actual payment of these
plans.

B S &R (40)

(a)

(b)

BAERA — REBFABME
g REMRGEIRBARER F)

REBESEMNRARERRE A&
EAHEUEEERNBERENIES
HEREBFTEELHR - AEEIZ
BB &< R20%MZT 85K - &
KNEEMFBEEMBEBRRENN
HEREFTEAE REZE_Z—
AF+_A=Z+—HLFE A&
lﬁttl%ﬁ%mﬁA%ﬁﬂﬂ
H A A R #38,798,000T (—ZF =
e = AR#47,789,0007T) °

IR IR E 0 B SR I dth & /9 3R Bl AR
HE AEBREBEE_T_AF 1+
A=t HIEFEMEMBERK
1@ 7 S RRET S RO ARKE
21,171,000 (ZE =W F : AR
26,196,0007T) °

HihER
REBPRFEANMOFFEREHZ
ﬁﬁ%ﬁAﬁﬁﬂﬂ ZETEIBIE
HBAHEEZNEENSEE B
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TL(ZZ 4« AR¥ 154,305,000
TC) R A EEEZETENE RN
AL B — B -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2025
BHE_T-_AF+-A=1+—HILEFE

8. EMPLOYMENT BENEFIT EXPENSES (Continued) 8. EEG®ANBEX#E)
(c) Five highest paid individuals () BNUBSFMAL

The five individuals whose emoluments were the RAFE @ NEE R &EEHMA
highest in the Group for the year include one (2024: TRE—R(ZENF: —F)E
one) director whose emolument is reflected in the = EHMRB N FE39FT A D
analysis shown in Note 39. The emoluments payable to eBHEz2_ZT_HAF+_A=1+—
the remaining four (2024: four) individuals for the year HIEFEREMTFESKEOA(ZTZ

ended 31 December 2025 are as follows: U4 [O&%) ATHEBT ¢
2025 2024
—E_RE —E-UE
RMB’000 RMB000
AR¥EFTT AR T
Basic salaries and allowances AR K2R 8,419 12,153
Bonuses TE4T 15,433 8,523
Benefit scheme contributions BHFT B 3K 512 261
Other benefits EfhaF 231 221
24,595 21,158
(d) The emoluments of the five highest paid individuals (d HAfusEEFMAT(ESRKIN - E
except for the directors, whose emoluments have been 7 BN 357 52 A B 5 39) B BN 1 T LA

disclosed in Note 39, fell within the following bands: T#[E :

Number of individuals

AE

2025 2024
—E_RE —ET-mF
Emolument bands H & E

HKD3,000,001-HKD3,500,000 3,000,001 78 7T £ 3,500,000
BTT 1 2

HKD4,000,001-HKD4,500,000 4,000,001 7T 24,500,000
BT — =

HKD4,500,001-HKD5,000,000 4,500,001 7T 2 5,000,000
BTT 1 1

HKD5,500,001-HKD6,000,000 5,500,001 7T 2 6,000,000
BTT 2 1
4 4
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2025
BE-_T-_AF+-_A=1+—HILEE

10.

FINANCE COSTS — NET

9. HMKEH

k|

2025 2024
—E-REF —E-NF
RMB’000 RMB000
AR¥ T AR Fr
Interest expenses MEMXZ
— Borrowings —BE 334,091 442,838
— Lease liabilities (Note 16) — HEBE K FZI6) 5,185 6,324
339,276 449,162
Net exchange (gains)/losses on financing B & )& B) & A A IE 5 (U
activities (Note 10) =)/ B (Kati0) (64,818) 29,334
Less: finance costs capitalised in building & : BA&LRE - BE K&
and machinery in property, plant RIEHET LR
and equipment (Note 14) W ER(KiEi4) — (4,310)
Finance costs B E A 274,458 474,186
Interest income FEWA
— Interest income on bank deposits — RITFERFEWA (108,268) (86,193)
Net finance costs B R 166,190 387,993
FOREIGN EXCHANGE LOSSES — NET 10. EXNEE — F&
The exchange differences included in the consolidated FFAGRE R ER ZERLZBOT
income statement are as follows:
2025 2024
—E_RE —EUE
RMB’000 RMB000
AR¥ T AR Fr
Other losses — net (Note 6) Hi g8 — 5 (f/ates) 271,694 159,467
Net finance (gains)/losses (Note 9) B s (Wam) B85 58
(Htzto) (64,818) 29,334
Foreign exchange losses — net N EE — JF8E 206,876 188,801
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2025
BHE_T-_AF+-A=1+—HILEFE

11. INCOME TAX EXPENSE

The amount of income tax charged to the consolidated
income statement represents:

11. FIEHMAX

REEEWE RN ZABHREERE

2025 2024
—E_RE —E-UE
(restated)
(&%)
RMB’000 RMB000
AR¥EF T ARBFT
Current tax on profits for the year FEES Az BNEA 1B 171,378 143,673
Deferred income tax (Note 31) EEFTER (BE31) 78,168 42817
249,546 186,490
(a) Hong Kong profits tax (a) BEBFEH

Subsidiaries incorporated in Hong Kong are subject to
profits tax at a rate of 16.5% (2024: 16.5%).

(b) Mainland China enterprise income tax

Effective from 1 January 2008, the subsidiaries
established in Mainland China are required to pay
income tax at a rate of 25% in accordance with the
Corporate Income Tax Law of the PRC.

As approved by the relevant tax bureau in Mainland
China, sixteen subsidiaries of the Company in the PRC
obtained High and New Technology Enterprises
("HNTE") status and are entitled to a preferential tax rate
of 15% during the year (2024: sixteen subsidiaries). The
status is subject to a requirement that these
subsidiaries reapply for HNTE status every three years.

(c) Vietnam income tax

As approved by the relevant tax bureau in Vietnam,
subsidiaries established in Vietnam are entitled to four
years' exemption for income taxes followed by nine
years of a 50% tax reduction based on the income tax
rate of 20% (2024: 20%), commencing from the first
profitable year after offsetting the losses carried forward
from the previous years, and are entitled to a
preferential income tax rate of 10% for 15 years,
commencing from the first year generating income
from the operation.

The applicable tax rates for all subsidiaries in Vietnam

range from nil to 20% during the year (2024: nil to
20%).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2025
HE_Z-_RAF+-_A=+T—HIEE

11.

INCOME TAX EXPENSE (Continued)

(d)

Other income or profits tax

The Company was incorporated in the Cayman Islands
as an exempted company with limited liability under
the Companies Law of Cayman Islands. No provision for
Cayman Islands profits tax has been made as the Group
had no assessable profit arising in or derived from
Cayman Islands during the year (2024: nil).

The Company’s subsidiaries established in the British
Virgin Islands were incorporated under the International
Business Companies Acts or the Business Companies
Acts, 2004 of the British Virgin Islands. No provision for
British Virgin Islands profits tax has been made as the
Group had no assessable profit arising in or derived
from British Virgin Islands during the year (2024: nil).

The Company's subsidiary established in Macao is
subject to an income tax rate of 12% (2024: 12%).

The Company’s subsidiary established in Uruguay is
subject to an income tax rate of 25% (2024: 25%). No
provision for Uruguay profits tax has been made as the
Group had no assessable profit arising in or derived
from Uruguay during the year (2024: nil).

The Company'’s subsidiaries established in Nicaragua are
subject to income tax at the rate of 30% (2024: 30%).
As approved by relevant tax bureau in Nicaragua, the
subsidiaries are entitled to exemption from profits tax
during the year (2024: exempted).

The Company's subsidiaries established in Samoa are
exempted from profits tax during the year (2024:
exempted).

The Company's subsidiary established in Turkey is
subject to income tax at the rate of 25% (2024: 25%).

The Company's subsidiaries established in the United
States are subject to income tax at the rate of 29.84%
to 30% (2024: 27.5% to 30%).

The Company’s subsidiaries established in Mexico are
subject to income tax at the rate of 30% (2024: 30%).

The Company's subsidiaries established in Honduras are
subject to income tax at the rate of 25% (2024: 25%).

11. FrEHMAxX#@)

(d)

Hub Fr 8B A 5%t
ARRBERAEHEANERAS
BEAMERAERRER AR -
HRASEERTFAMEERSHES
ELfNMtRESHERIUEZRH &R
A W ESFAESESFERIED
BE(CZE-OF T) o

AR REBRE LB B LY I
AANRBEBRLEBEREE
AR - FEMEFE AR AR
MRS o e 4 2K SR B 48 PO e
ARELHBELA MU EBELR
B BRI SR B ) AR B
RAEB RSB HBE(CF
L EESE

RATFRFIR N 2 M B A 78R
129% (ZZ P04 1 12%) 2 B R
Frig®i -

ARABREBRNERY 2B R FIZA
#25% (ZF P4 : 25%) Z R
METEHR - AR AEBRFABEE
FEENEEERK S ERINER
FomA st ERL SR ERSBE
HE#H (S _mE: 2) o

ARRRE IR K 2 M 8B A 7
JAIR30% (— T —PU4F : 30%) ZFi R
BSETEE - e MmN B RS
BHLE  ZEWB AR FRER
REFFIET (ZZZ0F  #k) ©

ARBREEEKL 2B RRR
FRAREREHNMNER(ZF O
F R

ARABRETEEKY ZHEARIZA
1#25% (= P04 : 25%) Z TR
TS HL

ARARIRERK T Z KB A RIER
29.84%F30% (ZZF —PU4F : 275%F
30%) 2 TR A FT 1SR o

ARRRBATR L ZHBRRZE
1#30% ( —Z U4 : 30%) 2 T K&
ETERL

AR B RO EDRLET A S 2 Bt B A A
B3R 25% (—ZF —PU4F : 25%) 2 i X
BT PRISH -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2025
BHE_T-_AF+-A=1+—HILEFE

11.
(d)

INCOME TAX EXPENSE (Continued)

11. Fi8

Other income or profits tax (Continued) (d)

The tax on the Group's profit before income tax differs
from the theoretical amount that would arise using the
weighted average tax rate applicable to profits of the

consolidated entities, as follows:

BB

B A B B SR FIE B (42)

74 (616 A2 0 B i ) 2 T T SR
BARGA EEEA 2 R T HH
KB MHBLEEHAR 2
mF -

2025 2024
—E-REF —E-NF
(restated)
(&&=7)
RMB’000 RMB000
AR¥FT AR Fr
Profit before income tax, after bR PS5 Al ) (A 30 Bk 18
excluding share of net profits/ HAEREAR ZIREF
(losses) of investments accounted SmAL(EE))
for using the equity method 1,217,444 804,922
Tax calculated at domestic tax rates %3 Fl A MR BEBT B A B 2 4%
applicable to profits of the Mz g EFTE 2HIE
respective subsidiaries 276,354 156,455
Preferential tax treatment of certain & T MiIB R &l 2 BEFHIE
subsidiaries frid (152,379) (93,823)
Effect of change in the tax rates MEEHNZE (33,248) (3.647)
(Income)/expenses not deductible for FLATEB LM = AT HIF 2
income tax purposes CONVE b (4,968) 39,090
Tax losses and temporary difference W EMERIEIE TS E E R
for which no deferred income tax MIEBERERER
assets were recognized 124,103 55,060
Reversal of previous recognized BOBATRERTBERE
deferred tax assets on taxable loss Bl = BER 2 EEFTE
and temporary difference MEE 34,568 37,304
Utilisation of previous unrecognized 2 FiB 1 KR FE R B JE SR A
taxable loss and temporary BRERER
difference (6,569) (21,901)
Withholding tax relating to B RMB A R ARE BT &
unremitted earnings of subsidiaries  FEFOHR 17,904 22,217
Others H A (6,219) (4,265)
Income tax expense PS5 578 2 249,546 186,490

10% withholding income tax is generally imposed on
dividends relating to any profits earned in PRC
commencing from 2008 to foreign investors, while for
some PRC entities held by companies incorporated in
certain places, including Hong Kong and Singapore,
preferential tax rate of 5% will be applied if such
companies are the beneficial owner of over 25% of
these PRC entities according to PRC tax regulations.
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e MW= (]R)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2025
HE_Z-_RAF+-_A=+T—HIEE

11.

INCOME TAX EXPENSE (Continued)

(e)

OECD Pillar Two model rules

The Group has operations mainly in Mainland China,
Hong Kong, Vietnam and Americas. It is within the
scope of the OECD Pillar Two model rules. As of the
reporting date, there is no public announcement in
Mainland China and Americas. In Hong Kong, the Inland
Revenue (Amendment) (Minimum Tax for Multinational
Enterprise Groups) Ordinance 2025 was enacted on 6
June 2025 to implement the Global Anti-Base Erosion
('GloBE') rules, which comprises the income inclusion
rule ("lIR") and undertaxed profits rule (“UTPR"), as well
as the Hong Kong minimum top-up tax (“HKMTT"). IIR
and HKMTT apply to a fiscal year beginning on or after
1 January 2025, while the UTPR will take effect from a
date to be specified by the Secretary for Financial
Services and the Treasury at a later stage.

Since the Pillar Two legislation was not effective in
Mainland China and Americas at the reporting date, the
Group has no related current tax exposure. The Group
applies the exception to recognising and disclosing
information about deferred tax assets and liabilities
related to Pillar Two income taxes, as provided in the
amendments to HKAS 12 issued in July 2023.

Under the legislation, the Group is liable to pay a top-
up tax for the difference between the GloBE effective
tax rate for each jurisdiction and the 15% minimum
rate.

The Group's assessment indicates that for Vietnam the
weighted average effective tax rate based on
accounting profit is below 15% for the year ended
31 December 2025. Considering the impact of specific
adjustments in the Pillar Two legislation, the Group was
not exposed to paying Pillar Two income taxes in
relation to Vietnam and did not recognise any current
income tax expense for the year in this regard.

For the year ended 31 December 2025, the top-up tax
for Hong Kong and other jurisdictions was deemed to
be zero as one of the tests has been met under the
transitional Country-by Country Reporting safe harbour.

11. FrEHMAxX#@)

(e)

REeHBIE-RESA
AEBETERHPEAM - FE - &
MEEMNEEXY  -HEDBRES
MBS E—RIBRRINEE - BE
HEBH  PEAMEEMERA
REMHLE KRB —F-0F
(R (BEREXEEENKE
BOKRBIR T _RFANAE
o LEHEERRHERMR ([2IR
REERSDBRA - EPEEBEEA
AR (THA AR R ) BARTE
MR (MEHFBERALD) - A K
ERAREMER(BEREMRE
Bl) o MRARMARR R EEKEM
RHERARE-_Z_A¥—HA—H
K2 RFABHFREFE - MEHF
RN —Eh PR EHRER
BREEMKEERETNBHEE
R o

BN XE RGN RS BB H KRR
B A RSN AERR - NEE &
HEANHRERR AKEEAR
—E_FLHAEMNBEEEE
551258 2 (B 5T AT AR TE RO RE B B 3%
BEE S HARRRERS
MEENRBBEEROPISMER

RIBEZOED - REEARLZREE
BEEZERRHEERAERHG XA
15% 8 (K357 X 2 fd) o = FR AN 2
i o

AEEZFHERR REE-TZ
A +-A=+—HILFE  #E
ER G5BT ERB X
ER15% - ZEEEE JEEAE
MEE AEEEFREFEHAX
EZMREN - BEARFERBULER
TAAHMAERER

HE_ZTZ_AF+_A=+—8L
FE HREFEBEERRFHRE
BRBBRATHEFR A &
BREAM AT R AR RS
BT o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2025
BHE_T-_AF+-A=1+—HILEFE

11. INCOME TAX EXPENSE (Continued)
(e) OECD Pillar Two model rules (Continued)

In addition, based on the current assessment there is no
material impact from exposure to Pillar Two legislation
on the going concern assessment or on any asset
impairment.

12. EARNINGS PER SHARE
(a) Basic

Basic earnings per share is calculated by dividing the
profit attributable to owners of the Company by the
weighted average number of ordinary shares in issue
during the year.

11. FIB8HBAX &)
() REMHBIHE—HBBR (Z&)
AN - AR B BT RS - S =R
B BT ESEREERELT
EEATE o

12. BRER
(a) EZXK
FREARBFANRGEES ARG
i A BR A F A B 21T B IR A I A
T EETE -

2024
—E-lF
(restated)
(&=71)
Profit attributable to owners of the AR T|H A AFE(L 5 F
Company (RMB000) (AE#FT) 913,010 559,971
Weighted average number of B BT MR 8 N 8
ordinary shares in issue (FAE)
(thousands) 917,850 918,000
Basic earnings per share BRERZT
(RMB per share) (HFRARKT) 0.99 0.61
(b) Diluted (b) #F

Diluted earnings per share is the same as the basic
earnings per share since the Company does not have
dilutive shares.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2025
BE-_T-_AF+-_A=1+—HILEE

13.

FREEHOLD LAND

KAERELM

2025 2024
—BC-hHF —F-F
RMB’000 RMB000
AR#FT AR Fr
Freehold land KAERELM 102,393 104,718
The movement in freehold land during the year is set out FRAKAEELTHAESBEFHINAT ¢
below:
2025 2024
ZBC-hHF —E_lF
RMB’000 RMB000
AR#FT AR Fr
Opening net book amount FYIREFE 104,718 109,393
Disposals HE — (5,043)
Currency translation differences BEMmE =8 (2,325) 368
Closing net book amount FAREEFE 102,393 104,718
The Group's freehold land is analysed as follows: REBERKAER T MDA -
2025 2024
—E-RE — TN
RMB’000 RMB000
AR#FiT AREFr
Freehold land KA EERE L3
— In Cambodia — NRIFHE 50,063 51,199
— In Turkey — RtTHHE 21,017 21,495
— In Mexico — REWEE 15,133 15,477
— In Uruguay — RNERE 10,754 10,998
— In Nicaragua — RJEMAL K 5,426 5,549
102,393 104,718

Freehold land is the land owned for an unlimited time.
Freehold land is not amortized by the Group's entities.

IKAERTH I ERKREEE N LM -
AEEERY EEH K AERLM -

2025 ANNUAL REPORT —Z-FHEFH 167



e M5 R M (])

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2025
BHE_T-_AF+-A=1+—HILEFE

14. PROPERTY, PLANT AND EQUIPMENT

14. Y- -BELRZRE

Machinery
and Furniture Motor Construction
Buildings  equipment  and fixtures vehicles  in-progress Total
BF HBERRE HAREE RE ERIE ot
RMB000 RMB000 RMB 000 RMB000 RMB000 RMB 000
ARETFT AREFT AREFT ARETT AREFT AREFT
At 1 January 2024 R-ZB-mFE-A—-A
Cost or valuation RASKAE 3,848,580 9,342,584 47,260 76,248 876,754 14,191,426
Impact of change in accounting policy SHBREDNTE (308,230) — — — - (308,230)
Accumulated depreciation 25E (861,216) (4,787,121) 8737) (40,604) - (5,697,678)
Impact of change in accounting policy EHHREDNTE 114,042 — — — = 114,042
Net book amount REFE 2793176 4,555,463 38,523 35,644 876,754 8,299,560
Year ended 31 December 2024 BE-E-mF
tZA=+-HLEEE
Opening net book amount FHREFE 2,793,176 4,555,463 38523 35,644 876,754 8,299,560
Additions NE 18,308 19,052 4511 4219 762,572 808,662
Transfers i 51,929 427276 233 7 (479,510) =
Disposals (Note 35) & (Hfit35) (1,371) (40979) (336) (1,145) (18,036) (61,867)
Depreciation charges (Note 7) WEXIW (Hit7) (143,716) (748693) (9,289) (7811) — (909,509)
Transfer to investment properties (Note 15) BREREME (H15) (34330) = = = — (34,330)
Transfer from investment properties (Note 15) BRAREME H#15) 8,095 = = = = 8,095
Impairment charges (Note /) REX W (Hi27) - (21,498) - - - (21498)
Currency translation differences ERBEER 4611 3,290 74 682 (3852) 4805
Closing net book amount EREEFE 2,696,702 4193911 33716 31,661 1,137,928 8093918
At 31 December 2024, as restated R-Z-ME
+ZA=+—R (KE5)
Cost A 3,702,665 9,434,650 39,089 75542 1,137,928 14,389,874
Accumulated depreciation and impairment charges ~ ZiHTE RHEX H (1005963)  (5240,739) (5373) (43,881) — (6,295,956)
Net book amount REFE 2,696,702 4193911 33,716 31,661 1,137,928 8093918
Year ended 31 December 2025 BE-EC-5HF
+=A=t-ALEE
Opening net book amount FNEEEFE 2,696,702 4,193,911 33,716 31,661 1,137,928 8,093,918
Additions RE 3,861 112,199 12,869 5,496 1,017,244 1,151,669
Transfers ot 196,527 614,173 27,225 312 (838,237) -
Disposals (Note 35) & (H3235) (9,304) (55,515) (26,040) (3,865) (10,497) (105,221)
Depreciation charges (Note 7) TEXW (Hi7) (147,015) (709,442) (8,775) (8,022) - (873,254)
Transfer to investment properties (Note 15) BREREME (H#15) (11,859) - - - - (11,859)
Transfer from investment properties (Note 15) BREREWME WiZ15) 30,153 — — — — 30,153
Impairment charges (Note 7)(3) REX M (A7) - (154,461) - - - (154,461)
Currency translation differences EBREESR (10,531) (9,430) (2,945) (179) (11,663) (34,748)
Closing net book amount FRERFE 2,748,534 3,991,435 36,050 25403 1,294,775 8,096,197
At 31 December 2025 R-Z-EHFE
+=-A=+-A
Cost A 3,740,448 9,147,533 49,752 69,089 1,294,775 14,301,597
Accumulated depreciation and impairment charges ~ ZiH i & RIRES H (991,914)  (5,156,098) (13,702) (43,686) —  (6,205,400)
Net book amount HREFE 2,748,534 3,991,435 36,050 25,403 1,294,775 8,096,197
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2025
HE_Z-_RAF+-_A=+T—HIEE

14.

PROPERTY, PLANT AND EQUIPMENT (Continued)

(a) During the year ended 31 December 2025, the impairment loss
related to machinery and equipment of RMB154,461,000 was
recognized, representing the difference between the
recoverable amount and carrying amount of relevant assets,
which mainly related to the obsolete or superseded assets for
yarns production and low-efficiency assets for knitted garment
fabrics and non-woven fabrics production.

During the year ended 31 December 2025, depreciation of
RMB774,387,000(2024: RMB826,730,000) was included in cost
of sales, RMB4,141,000 (2024: RMB4,026,000) was included in
selling and distribution costs, RMB81,144,000 (2024:
RMB78,753,000) was included in general and administrative
expenses and RMB13,582,000 (2024: nil) was included in other
income — net.

During the year ended 31 December 2025, no finance cost
(2024: RMB4,310,000) was capitalised as part of property, plant
and equipment (Note 9).

As at 31 December 2025 and 2024, no property, plant and
equipment were pledged.

Depreciation on property, plant and equipment is calculated
using the straight-line method to allocate their costs or
revalued amounts to their residual values over their estimated
useful lives, as follows:

— Buildings 15 to 40 years
— Machinery and equipment 6 to 15 years
— Furniture and fixtures 3 to 10 years
— Motor vehicles 5to 7 years

See Note 41.7 for the other accounting policies relevant to
property, plant and equipment.

14. ¥ -BERRKE @)

@ REEZZ-_AF+-_A=+—HILHF
& AEBRER MR I iR 18 AR
EE 18 A R#154461,0007C - BNMHRE &
ENAREcHEEAFETS B BNE
BOXESREYBEERBNE AR
BB AR B & B DA K BB S48 T RHRN £
% £ ERBEREREE -

REZE *%*£¢+*ﬂ_+f5¢¢
fE e ANRKT774387000 (=T =
&F: AR #826,730,0007T) J)\%EW
Ko AR¥41410007c (ZFZHF : A
R ¥4,026,0007) st ASHE R D HEA X
MARS1,144000T (ZE_1F : AR
#78,753,00070) sF A— R BITHRAS KA
R #13,582,000L (ZE U4 : &) 5T A
E U A — FEE -

REE-_Z_AF+_A=+—81tF
E BENKERA(CE_WMF: ARK
431 1000070) TIAER{L BY % - KE &
R —ED (FFEE9) o

R-FE_RAER-_FT_MFET_A=1
—B - BEDE  BERRERER -

ME - BERRENTEANEREE
A5 ﬁﬂﬁ}ﬂz$fﬁ‘kiﬁﬁi/ﬂ\1ﬁ;ﬁr7

FREFHZFGEE  BROT
— 18F 152404

— WRREE 6Z15F

— BRREE 3E10%

— RE 5E74E

BEME  BEMREOEMESEBR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2025
BHE_T-_AF+-A=1+—HILEFE

15. INVESTMENT PROPERTIES 15. REYX
2025 2024
ZBC-hHF —E-lF
RMB’000 RMB000
AR¥FT AR Fr
Year ended 31 December BE+-A=+—HLEE
Opening net book amount as at 1 January R-_ZE-_RAF R -_F _OF
2025 and 2024, as previously reported —A—BZHYEREEE
(At AT 2 ) 377,491 382,700
Impact of change in accounting policy BIBEREHNEE (3,883) (5,253)
Opening net book amount as at 1 January R-_ZE-_RAF R -_FT_OF
2025 and 2024, as restated —A—BZ B FE
(&55) 373,608 377,447
Transfer from property, plant and HEEAYE  BERZE
equipment (Note 14) (Krat14) 11,859 34,330
Transfer to property, plant and equipment B =¥  BE K& E
(Note 14) (Ktati14) (30,153) (8,095)
Transfer from right-of-use assets EHEOEREEE 5,116 838
Transfer to right-of-use assets HERZEREEE — (4,816)
Depreciation e (21,399) (28,580)
Currency translation differences BElmE =R (985) 2,484
Closing net book amount FARREFE 338,046 373,608
At 31 December R+=B=+—H
Cost DN 505,429 522,766
Accumulated depreciation 2t E (167,383) (149,158)
Net book amount FRmEHE 338,046 373,608
The Group's investment properties are stated at historical cost REBENKRENEREWMEHRIREL
at the end of each reporting period. P AT B o

170 TEXHONG INTERNATIONAL GROUP LIMITED RIUIEIBREEAR AT



R e MERRME (])

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2025
BE_Z_RAFT-_A=+—HLFE

15. INVESTMENT PROPERTIES (Continued)

()  Amounts recognised in profit or loss for investment
properties

15. REY=X (&)
(i) REVEREZRBEIANEH

2025 2024
—EB-REF —ZE_MF
RMB’000 RMB000
AR¥EF T AREFT
Other income E U A

Rental income from operating LEAEMNHES WA
leases 47,575 49,257
Depreciation expenses WERX (21,399) (28,580)

The above investment properties, excluding the related
freehold land, are located in China and Southeast Asia
and are depreciated on a straight-line basis over 5 to
50 years. Freehold land is not subject to depreciation.

The fair value of the investment properties as at
31 December 2025 was RMB439,892,000 (2024:
RMB454,929,000). The valuation was determined using
the sale comparison approach and was within level 3 of
the fair value hierarchy. Sales prices of comparable
properties in close proximity are adjusted for
differences in key attributes such as property size. The
most significant input to this valuation approach is price
per square metre.

The Group classifies cash outflows to acquire or
construct investment properties as investing and rental
inflows as operating cash flows.

See Note 41.6 for the other accounting policies relevant
to investment properties.

NEREME  BRERKAERL

HHN - IR B RIRE S - WS E

SOFUBEREITE - KAERLTH
BANE -

RZZE-_AF+-_A=+—8 %
EMENAFEASEARKE
439,892,000 (ZZE =04 : ARKE
454,929,0007T) ° {HETIERAHE L
BAET YSRAATFEBAZE=
WA FARELRMENEED
EZHEE (MERNDN) 2 EBE
AR o L HEEARE AR ASIE
BEFHKER -

$%Hﬂ&ﬁﬁﬂzﬁiz_&§%¥miﬁ
ﬁf/mﬁ Etﬁxﬁ H_ITH_:E//IL.
HALERERE -

EBRAEEYMENEME
28 K416 -

B -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2025
BE_ZT-_AFT+-A=+—HBILFE

16. LEASES 16. HE
(a) Amounts recognized in the consolidated balance (a) MRHREEEEBERBANDE
sheet
The consolidated balance sheet shows the following REBEEBERIRATEHEE
amounts relating to leases: BIFIE ¢

2025 2024
—EC-HE —E_mF
RMB’000 RMB000
AR¥TFT ARBFT
Right-of-use assets FRAEEE

Land use rights & HbfE A 985,501 1,054,072
Buildings and warehouses EFREE 103,792 138,349
Equipment and others R R At 2,373 4,890
1,091,666 1,197,311
Current lease liabilities BEHEEE 46,131 48,889
Non-current lease liabilities JERNHHERE 98,045 131,111
Total lease liabilities HEAGEHESE 144,176 180,000
Additions to the right-of-use assets during the 2025 RZE-_RAFHBRFENNEFEH
financial year were RMB13,475,000 (2024: HEEANR®13475000T (ZF =

RMB25,685,000). M4 - AR #256850007T) °
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2025
BE-_T-_AF+-_A=1+—HILEE

16. LEASES (Continued) 16. HHE (&)
(b) Amounts recognized in the consolidated income (b) REEEREREIANESHE
statement
The consolidated income statement shows the FREWZERINTATEBAEENR
following amounts relating to leases: 8

2025 2024
—E-HEF —T-_mF
RMB’000 RMB000
AR¥EFTT AR T
Depreciation charge of FHAEEEREXH
right-of-use assets
Land use rights T HbfE A A 26,669 27,882
Buildings and warehouses EFREE 33,596 43,842
Equipment and others R R A 2,517 2,542
62,782 74,266
Interest expense FMERZ GFAMBER)
(included in finance cost) (Note 9) (Biz£9) 5,185 6,324
Expense relating to short-term leases %2 B97H & AR 52 (FF A8
(included in selling and E kD EAY RITHH
distribution costs and X)(H1iE7)
administrative expenses) (Note 7) 1,930 2,856
Expense relating to leases of low- AR EXF REREERE
value assets that are not shown EBEEELEMRBEHR
above as short-term leases (G ASEE A RITH R
(included in cost of sales and ) (K1EE7)
administrative expenses) (Note 7) 634 40
The total cash outflow for leases in 2025 was RZZE_AFHENR R LA
RMB32,242,000 (2024: RMB44,204,000). B ANR®32242,000 L (ZE =

£ AR#44,2040007T) °

2025 ANNUAL REPORT —Z-AFEEH 173



e M ¥ =M (1R)
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For the year ended 31 December 2025
BHE_T-_AF+-A=1+—HILEFE

16. LEASES (Continued)

(c)

The Group’s leasing activities and how these are
accounted for

The Group leases buildings, warehouses and machinery
and equipment. Rental contracts are typically made for
fixed periods and have no extension or termination
options. Rental contracts for buildings and warehouses
are typically made for 2 to 50 years. The Group leases
various machinery and equipment under both
operating and finance lease agreement. The original
lease terms are from 2 to 10 years. Under the terms of
the finance leases, the lessors will transfer ownership of
the assets to the Group by the end of the lease term.

Lease terms are negotiated on an individual basis and
contain a wide range of different terms and conditions.
The lease agreements do not impose any covenants
other than the security interests in the leased assets
that are held by the lessor. Leased assets may not be
used as security for borrowing purposes.

The lease payments are discounted using the interest
rate implicit in the lease. If that rate cannot be readily
determined, which is generally the case for leases in the
Group, the lessee’s incremental borrowing rate is used,
being the rate that the individual lessee would have to
pay to borrow the funds necessary to obtain an asset of
similar value to the right-of-use asset in a similar
economic environment with similar terms, security and
conditions.

To determine the incremental borrowing rate, the
Group:

where possible, uses recent third-party financing
received by the individual lessee as a starting
point, adjusted to reflect changes in financing
conditions since third party financing was
received

uses a build-up approach that starts with a
risk-free interest rate adjusted for credit risk for
leases held by the Group, which does not have
recent third party financing, and

makes adjustments specific to the lease, eg term,
country, currency and security.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2025
HE_Z-_RAF+-_A=+T—HIEE

16. LEASES (Continued)

(c)

The Group’s leasing activities and how these are
accounted for (Continued)

Right-of-use assets are generally depreciated over the
shorter of the asset’s useful life and the lease term on a
straight-line basis. If the Group is reasonably certain to
exercise a purchase option, the right-of-use asset is
depreciated over the underlying asset’s useful life.

Payments associated with short-term leases of
equipment and vehicles and all leases of low-value
assets are recognized on a straight-line basis as an
expense in profit or loss. Short-term leases are leases
with a lease term of 12 months or less. Low-value
assets comprise IT equipment and small items of office
furniture.

All land in the Mainland China and Vietnam is
state-owned and no individual land ownership right
exists. The Group acquired the right to use certain land.
The premiums paid for such right are treated as
prepayment for operating lease and recorded at cost as
right-of-use assets, which are depreciated over the lease
periods using the straight-line method.

See Note 41.23 for the other accounting policies
relevant to leases.

16. #HE (&)

(c)

FEEMNEETHIREARS R
(%)
CHEEE - REZEEAERFH
HEEHMER BB EANERE
& - MAKESBETHITEE
BEER AEREEERERE
ER AL AFHITE -

mERE M TEERNHE A EE
BEEMEFLNXNORERE
REBDRER BN - RHHEEEH
ERRNEAZIUATHEE - KE
BEEBREMPBRE R/
RNERM -

B A K2 i R RO PR 3 B
B AFEEFREALEERE -
AEBEGERE T LR -
A B ST M ER S EH
SR TR IR - I LARC AR FIVERE
BEE  PHEHAAERENE -

FAMHENEMSETEE 24
faE41.23
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2025
BHE_T-_AF+-A=1+—HILEFE

17. INTANGIBLE ASSETS

17. BREE

Customer
relationship Goodwill Total
EFB& GRS g
RMB000 RMB000 RMB000
AR T ARET T AR T
At 1 January 2024 R-FB-WmEF
—HBA—H
Cost or valuation B AN Sk A 1B 54918 26,974 81,892
Accumulated amortisation E-g: i (20,136) — (20,136)
Net book amount REFE 34,782 26,974 61,756
Year ended 31 December 2024 BE-Z_-_MF
+=ZA=+—H1
FE
Opening net book amount FHREFE 34,782 26,974 61,756
Amortisation charges (Note 7) BT (HiE7) (3,661) — (3,661)
Closing net book amount FREMEFE 31,121 26,974 58,095
At 31 December 2024 R-ZBE-NEF
+=A=+—-R
Cost or valuation AN B8 ik (B 54,918 26,974 81,892
Accumulated amortisation RET 5 (23,797) — (23,797)
Net book amount BREFE 31,121 26,974 58,095
Year ended 31 December 2025 BE-Z-h%
+=-A=+—H1L
FE
Opening net book amount FYREFE 31,121 26,974 58,095
Amortisation charges (Note 7) BT (MaE7) (3,661) — (3,661)
Closing net book amount FAREEFE 27,460 26,974 54,434
At 31 December 2025 R-ZEBE-HF
+=—BA=+—H
Cost or valuation AN Xk (B 54,918 26,974 81,892
Accumulated amortisation RET#H (27,458) — (27,458)
Net book amount REFE 27,460 26,974 54,434

During the year ended 31 December 2025, amortisation of
RMB3,661,000 (2024: RMB3,661,000) was included in general

and administrative expenses.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2025
BE_Z_RAFT-_A=+—HLFE

17.

INTANGIBLE ASSETS (Continued)

(a)

(b)

(c)

Amortisation methods and periods

The Group amortises intangible assets with a limited
useful life using the straight-line method over the
following periods:

Customer relationship 15 years

Customer relationship

Customer relationship acquired in a business
combination is recognized at fair value at the
acquisition date. They have a finite useful life and are
subsequently carried at cost less accumulated
amortisation and impairment losses.

Goodwill

The Directors have performed an impairment review of
the carrying amount of goodwill as at 31 December
2025 and have concluded that no provision for
impairment is required. For the purposes of impairment
testing, goodwill acquired has been allocated to the
lowest level of cash-generating units identified by
business segments.

A summary of goodwill by reporting segment is
presented below:

17.

BILEE @)

(a)

(b)

(c)

BT EREE
AEBFERABERER THIHRE A
BEREAEAFHZELEE TN

REBIE 156

EFR%

EXBAMHTESNEPARIZE
BSEMNQFERR BEFHAEA
BREAERFH - ERAKAR
RETH LR ER RS -

EmE
BEOH T -_AFt+-_A=1+—
H E’Jﬁéﬁﬁﬁﬁﬁt”‘ﬁﬁﬂ% K
e B AR E R - Eﬁ;‘ﬁﬂﬁ;‘ﬂﬂ
HAME - ARENEEE RER
EX AR E%k%lJEI’JE—ﬁﬁ&%UfE@FE
BAL o

S
HO
iy
=l
pp]
okt
e s}
mw

|73 ) P BB R E 51 40

2024

—EF

RMB’000 RMB000

AR¥FT AR T

Garment fabrics and Garments [EREISE & 17,641 17,641
Yarns Wiz 9,333 9,333
26,974 26,974
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17.

INTANGIBLE ASSETS (Continued)

(c)

Goodwill (Continued)

The recoverable amount of the CGUs is determined
based on value-in-use calculations. The calculation of
goodwill on the garment fabrics segment and yarns
segment use cash flow projections based on financial
estimates made by the Directors, with reference to the
prevailing market conditions, covering a period of five
years and assuming revenue growth rate of 3.0% (2024:
3.0%) and 3.0% (2024: 5.0%) and gross profit margins of
13.6% (2024: ranging from 11.0% to 12.0%) and ranging
from 4.0% to 4.9% (2024: 3.6% to 4.5%). The long-term
growth rate is 3.0% (2024: 3.0%) and 3.0% (2024: 5.0%).
The cash flows are extrapolated with reference to the
production capacity of the cash generating units
acquired. The cash flow projections are discounted at a
pre-tax discount rate of 8.0% (2024: 8.0%) and 12.0%
(2024: 12.0%) per annum. Based on management'’s
assessment results, there was no impairment of
goodwill as at 31 December 2025 and 2024 and any
reasonable change to the key assumptions would not
lead to an impairment.

Goodwill is measured as described in Note 41.2.
Goodwill on acquisition of subsidiaries is included in
intangible assets. Goodwill is not amortised but it is
tested for impairment annually, or more frequently if
events or changes in circumstances indicate that it
might be impaired, and is carried at cost less
accumulated impairment losses. Gains and losses on the
disposal of an entity include the carrying amount of
goodwill relating to the entity sold.

Goodwill is allocated to cash-generating units for the
purpose of impairment testing. The allocation is made
to those cash-generating units or groups of
cash-generating units that are expected to benefit from
the business combination in which the goodwill arose.
The units or groups of units are identified at the lowest
level at which goodwill is monitored for internal
management purposes, being the operating segments.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2025
BHE_ZT-_AF+-_A=+—BILFE

18. INVESTMENTS ACCOUNTED FOR USING THE 18. IR ZEIARZERE
EQUITY METHOD

The amounts recognized in the consolidated balance sheet RESEEARERBERNESBERAT :

are as follows:

2025 2024
—E-FHEF —TmF
RMB’000 RMB000
AEB¥F AR Fr
Associates /NS 343,474 356,675
Joint ventures A 5,575 4,954
At 31 December R+=—A=+—8” 349,049 361,629
The amounts recognized in the consolidated income REGE W R KRR SEENT
statement are as follows:
2025 2024
—E-HE —ENEF
RMB’000 RMB000
ARB¥FT AR T
Associates i El/N] 3,659 (23,732)
Joint ventures AEMHE 621 364
For the year ended 31 December R+=—A=+—H 4,280 (23,368)
(@) Investments in associates (a) REBZAINHRE
2025 2024
—E-RE ZENF
RMB’000 RMB000
AR¥FT AR%Fr
Share of net assets of unlisted DILIELMBERRIBEE
associates FE 343,474 356,675
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18. INVESTMENTS ACCOUNTED FOR USING THE
EQUITY METHOD (Continued)

(a)

Investments in associates (Continued)

Movements of shares of net assets of associates
attributable to the Group are as follows:

18.

DESZEARZRE (#)

(a)

REBEQTNRE (&)
AEED
LN

DB E R R EEFEED

2025 2024

—E-REF —ENF

RMB’000 RMB000

AR¥TFT ARBFT

Opening amount FYwF 356,675 374,448

Disposal (i) HE0) (17,376) —
Share of profits/(losses) based on BRIBFTRHFRNER D ERF

equity held (EB#H) 3,659 (23,732)
Share of other comprehensive RIBEAFEN R DG EME

income based on equity held [EEE: 516 5,959

Closing amount FREE 343,474 356,675

(i) On 31 December 2025, the Group disposed the
entire 20% equity interest in Jiangsu Yifeng New
Materials Technology Co., Ltd. As at 31
December 2025, the consideration for the
disposal of the equity interest was RMB17,400,000
which was fully received.

There are no contingent liabilities relating to the
Group's interests in the associates.

Set out below are the associates of the Group as at
31 December 2025 which, in the opinion of the
directors, are individually immaterial to the Group. The
associates as listed below have share capital consisting
solely of ordinary shares, which are held directly by the
Group.
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For the year ended 31 December 2025
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18.

EQUITY METHOD (Continued)

(a)

INVESTMENTS ACCOUNTED FOR USING THE

Investments in associates (Continued)

The Group’s investments in associates that are
individually immaterial to the Group as at 31 December

2025 are:

18.

(a) RBEQATRANKRE(E)
R-ZE—

UERZEARCRE (8)

AFE+ZA=+—HBAEXK
BN ENEAEEL BN MBS
NEIMFEWT ¢

Name of associate

Place and date of incorporation
and form of legal entity

Principal activities

Particulars of issued
share capital

Interest held

At B R AR
BENREH EEERES TEXH BRTRAFE iigey §-3
Hongyan Vietnam Holdings Limited and its subsidiaries British Virgin Islands, 2 July 2015, Manufacturing of UsD200 45%
limited liability company garments in Vietnam
BEAEERERRAARANBAR RERREE —2-1F R R ERE 200% 7T 45%
tAZH BEREERRA
Xinghong International (Hong Kong) Co,, Limited and its Hong Kong, 11 June 2019, limited  Manufacturing of garment USD5,000,000 30%
subsidiary liability company fabrics in Vietnam
ERER () ERARRENBAR EBE ZE-NE NIRRT 50000003 7T 30%
NAT—R BRAEAR
Hualida Vietnam (Quang Ninh) Holdings Limited and its Hong Kong, 16 November 2018, Manufacturing of HKD20,000 45%
subsidiary limited liability company garments in Vietnam
ERENH (BE) BRERADAREMELRA BB —E-N\F N RERE 20,000 7 45%
+—A+XR  BREARTA
Jiangsu Dasheng Intelligence Technology Development Nantong, Mainland China, 9 March  Manufacturing and sales of RMB10,000,000 30%
Co, Ltd. and its subsidiary 2020, limited liability company textile products in
Mainland China
IHAERENRERERAARENBEAR HEANGEE —T2FF R B R EE R E AR ¥100000007 30%
=ZANE BREMERRA B
Treasure Reap Limited and its subsidiaries British Virgin Islands, February 2017, ~ Manufacturing of usD100 45%
limited liability company garments in Vietnam
CEERARARANBERR EBRAHE “T—tF R ERE 100%7T 45%
R BEREERA
HLD (HK) Trading Limited Hong Kong, 24 February 2022, Trading of textile products HKD100 45%
limited liability company in Hong Kong
HLD (HK) Trading Limited E# —T-=F REBETHHERES 100770 45%

“AZTmE - FREEAR

2025 ANNUAL REPORT

—2-HFFH 181



e M ¥ =M (1R)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2025
BE_ZT-_AFT+-A=+—HBILFE

18.

182 TEXHONG INTERNATIONAL GROUP LIMITED

INVESTMENTS ACCOUNTED FOR USING THE
EQUITY METHOD (Continued)

(b)

Investment in a joint venture

18. UERZEARZRE (&)

(b) REELENRKRE

2025 2024
—2C°hF —E_mF

RMB’000 RMB000

AR¥TFT ARBFT

Opening amount FUeHE 4,954 4,590
Share of profit paki=pinil 621 364
At 31 December R+=ZA=+—H 5,575 4,954
There are no contingent liabilities relating to the NFEEREBNE &P EREEE

Group's interests in the joint venture.

Set out below is the joint venture of the Group as at
31 December 2025 which, in the opinion of the
directors, is immaterial to the Group. The joint venture
as listed below has share capital consisting solely of
ordinary shares, which are held directly by the Group.
The country or place of incorporation or registration is
also its principal place of business.

The Group's investment in a joint venture as at
31 December 2025 is:

Az RAIE -

ATRR-_T_AF+_-_A=+—
B EFR/EAEBRYFERZ
REBERZELE - TIHAEEEZ

i@ NES

BEEFA - EMKEE

MTERAN  TEAEE
S FOHY B R

HMBIAETELRME -

T_hEFT-A=t—HBA%
BRALEEEMNTENT

Place and date of incorporation

Name of the joint venture and form of legal entity

Particulars of issued

Principal activities share capital

Interest held

AR AR St B % B AR
RELEER ERERKA TEER ERITRAFE Pz
Texhong Tan Cang Logistics Joint Stock Company Vietnam, 30 June 2016, limited Cargo transportation by VND20,000,000,000 50%
liability company land and sea; other

assistant services;cargo

loading and unloading,

storage, management

consulting in Vietnam
RAFADRRS 2 A ME —B—RF REBREEEEYE 20,000,000,0004 % /& 50%

ANAZTE  BREARA

RIEBREERRAR

& AHpRY &
NEH 2R R
EE
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18.

INVESTMENTS ACCOUNTED FOR USING THE

EQUITY METHOD (Continued)

(c) Summarised financial information for associates

and joint ventures

The tables below provide summarised financial
information for associates and joint ventures as a group.
The information disclosed reflects the amounts
presented in the financial statements of the relevant
associates and joint ventures and not the Group's share
of those amounts. They have been amended to reflect
adjustments made by the entity when using the equity
method, including fair value adjustments.

18.

LR 55

(c)

EARZRE (@)

B o
E

TREBERRERLEDEER
ERNMBERME - IBRENE
FRREREE 2 AR LA EDEY
BRERMEINNEHE  MIFAEE
DIEMEE - FHSBECIELE
7] AR E RIS B ART
ENRE  BRAFERE -

AREEEENMBERH

2025 2024
—E-RE —ETE
RMB’000 RMB000
AR¥FTT AREFor
Current assets mENE = 1,510,417 1,383,186
Non-current assets ERBEE 940,838 862,608
Current liabilities mEBE 1,645,096 1,356,355
Non-current liabilities EREEE 5,325 6,908

Year ended 31 December

BE+-A=1+—HLEE

2025 2024
—E-RE —ENF
RMB’000 RMB000
AR¥T T ARKET T
Revenue WA 3,017,172 2,603,229
Cost of sales SHE KA 2,820,239 2,465,014
Profits/(Losses) for the year FEmA(EE) 3,417 (54,085)
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19. FINANCIAL INSTRUMENTS BY CATEGORY 19. RERETHWEMITA
Financial
Financial Financial assets at
assets at assets at amortised
FVPL FVOCI cost Total
BRATE BRAFESFA REHRE
STABEN Htt2mks S BREY
TREE MNEeRMEE SREE HMmE
RMB000 RMB000 RMB000 RMB000

ARETT ARETT ARETT ARETT

31 December 2025 —E_RE
+=ZA=+—H

Assets as per balance sheet EEBBRMIEE

Trade and bills receivables (Note 21) FEUWNE 5 Kk ZEFHIB

(Hia#21) — — 1,320,823 1,320,823
Financial assets at FVOCI (Note 22) R AFEFt AEMETE
W EmEE
(Hia#22) — 256,891 — 256,891
Financial assets at FVPL (Note 23)  IRAFEAEZN S
REE (Bit23) 38,022 — — 38,022
Derivative financial instruments PTESB T A (K57E30)
(Note 30) 11,563 — — 11,563
Deposits and other receivables 1R I E At FE AR R
(Note 24) (Htat24) — — 217,598 217,598
Pledged bank deposits and cash EHEFRITERR
and cash equivalents (Note 25) RENBESZEEY
(Hii#25) - — 2,495,404 2,495,404
Total wE 49,585 256,891 4,033,825 4,340,301
31 December 2024 —E_ME
+=g=+-8

Assets as per balance sheet EEEBRMIEE
Trade and bills receivables (Note 27) FEWE 5 Kk E1E KIB

(Htat21) = — 1,403,935 1,403,935
Financial assets at FVOC| (Note 22) I AFEEFAEMEE
W EmEE
(Hia#22) — 375,631 — 375,631
Financial assets at FVPL (Note 23) R AFEF ABZNE
REE (Bit23) 18,057 — — 18,057
Derivative financial instruments PTESBT A (K5E30)
(Note 30) 100,652 — — 100,652
Deposits and other receivables 1R I H At FE AR X
(Note 24) (Bt7E24) — — 176,252 176,252
Pledged bank deposits and cash EHEFRITERR
and cash equivalents (Note 25) RENBEESZEEY
(Hii#25) = — 2,904,191 2,904,191
Total wE 118,709 375,631 4,484,378 4,978,718
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HE_Z-_RAF+-_A=+T—HIEE

financial instruments is discussed in Note 3. The maximum
exposure to credit risk at the end of the reporting period is
the carrying amount of each class of financial assets

mentioned above.

19. FINANCIAL INSTRUMENTS BY CATEGORY 19. RERHESHEMIA (@)
(Continued)
Financial Financial
liabilities at liabilities at
FVPL amortised cost Total
BEAFE R A
sTABEW 5l Bk 1Y
SRAE E =R W
RMB000 RMB000 RMB000
ARMTF T AR For AR Fr
31 December 2025 —E-HRF
+=-—A=+—H
Liabilities as per balance sheet EEBEBERMIAE
Supply chain financing (Note 28) HEERE (T a28) — 1,790,133 1,790,133
Borrowings (Note 29) &8 (H17729) — 5,381,861 5,381,861
Derivative financial instruments PTESm T A (K3E30)
(Note 30) 54,255 — 54,255
Trade and bills payables (Note 32) ENE 5 NERFA
(Btet32) — 925,254 925,254
Accruals and other payables excluding T2 & F I E b FE 1 BR
statutory liabilities (Note 33) H (T BFEEEEE)
(Bfat33) — 404,503 404,503
Lease liabilities (Note 16) HEBEWTI6) — 144,176 144,176
Total BE 54,255 8,645,927 8,700,182
31 December 2024 —EUEF
+=-—A=+—H
Liabilities as per balance sheet EEBERMIAE
Supply chain financing (Note 28) e R E (it 28) — 2,111,445 2,111,445
Borrowings (Note 29) &8 (H17729) — 6,395,495 6,395,495
Derivative financial instruments PTES T A (KaE30)
(Note 30) 42,025 — 42,025
Trade and bills payables (Note 32) ENE 5N ERFA
(Hii#32) — 886,393 886,393
Accruals and other payables excluding T2 & F I E b FE {7 BR
statutory liabilities (Note 33) H (T BFEEEEE)
(Hi:#33) — 448,425 448,425
Lease liabilities (Note 16) HEGEWTI6) — 180,000 180,000
Total Pk 42,025 10,021,758 10,063,783
The Group's exposure to various risks associated with the AEEHES T ARBNSERR ﬁ& E‘

RT3 - RBEBRRNEKREER
MAR LS BEeRMEENREE -

2025 ANNUAL REPORT —Z-FHEFH 185



e M ¥ =M (1R)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2025
BE_ZT-_AFT+-A=+—HBILFE

20.

INVENTORIES AND PROPERTIES UNDER
DEVELOPMENT

(a)

Inventories

20.

e

(a)

S RBERPYE

i

2025 2024
—EC-HE —E_mF
RMB’000 RMB000
AR¥EF T ARBFT
Raw materials JR# ¥ 2,961,638 2,501,852
Work-in-progress & 307,349 342,277
Finished goods RIRK [ 1,785,526 1,984,565
5,054,513 4,828,694

Less: provision for write-down of B ORI T EE N #IE R E

inventories to net realisable B 155

value (309,801) (285,587)
4,744,712 4,543,107

Raw materials, work in progress and finished goods are
stated at the lower of cost and net realisable value. Cost
is determined using the weighted average method. The
cost of finished goods and work in progress comprises
raw materials, direct labour, other direct costs and
related production overheads (based on normal
operating capacity). It excludes borrowing costs. Net
realisable value is the estimated selling price in the
ordinary course of business, less the estimated costs of
completion and the estimated costs necessary to make
the sale.

The cost of inventories recognized as expense and
included in cost of sales amounted to
RMB15,593,601,000 (2024: RMB16,202,005,000) (Note 7).

Accrual of write-downs of inventories to net realisable
value amounted to RMB24,214,000 (2024: reversal of
RMB56,708,000). These amounts have been included in
‘cost of sales’ in the consolidated income statement
(Note 7).
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HE_T-_AFt+-A=1T—HILEE

20.

INVENTORIES AND PROPERTIES UNDER
DEVELOPMENT (Continued)

(b)

Properties under development

(b)

20 FERBRDYEG)

EELRYE S

2025 2024
—E_RE —E-UFE
RMB’000 RMB000
AB¥ T AREFT
Properties under development TEHIR THV SR A YE -
expected to be completed:
— Expected to be completed — FEHA12M8 A A% T
within 12 months 234,777 =
— Expected to be completed — FBHAEBE 2@ A %K T
after more than 12 months 123,768 261,510
358,545 261,510
Properties under development BRPYEBIE
comprise:
— Land use rights — T Hb{E R 200,417 205,281
— Construction cost — BEKAE 158,128 56,229
358,545 261,510

Properties under development are stated at the lower
of cost and net realisable value. Net realisable value
takes into account the price ultimately expected to be
realised, less applicable variable selling expenses and
the anticipated costs to completion.

Development cost of properties comprises cost of land
use rights, construction costs, borrowing costs and
professional fees incurred during the development
period. On completion, the properties are transferred to
completed properties held for sale.

As at 31 December 2025, land use rights of
RMB200,417,000 (2024: RMB205,281,000) were in
Mainland China with lease terms of 40 to 70 years.

As at 31 December 2025, land use rights with net book
value of RMB76,649,000 (2024: RMB11,752,000) is under
development, and the construction cost is
RMB158,128,000 (2024: RMB56,229,000). The remaining
land use rights with net book value of RMB123,768,000
(2024: RMB193,529,000) has not been constructed.

BRPYE AR R A B3 FEDN
BIEE SRR - A &I FER MR
R IRER - BERAN A #EE
X R IBFH IR TRCAS o

) 2 B 79 3% AR B v AR AR
A EERE  BERARERY
REANEXERHENX - BRTR
ZENFERERFHENDRT
e

NR-ZE-_RE+-_A=+—H ' A
R¥200,417,0007C (ZZE U4 : A
R #205,281,0007T ) & 4= th 5 A #ERL
KA BE R - FHEHRI0ET70F ©

R-ZZE-_RAE+=-_A=1+—H8" &
EFE A AR 7664900070 (=&
— P4 AR #11,752,0007T) B £
HEAEEEMAES  BEARE
AR #158128,0007T (— & —PO4F :
A R #56,229,0007C) ° # T BR M F
BEA ARE123,768,0007T (ZF [
£ 0 AR #193,529,0007T) &) £
BN AET -
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20.

21.

INVENTORIES AND PROPERTIES UNDER
DEVELOPMENT (Continued)

(b) Properties under development (Continued)

Properties under development are classified as current
assets unless the construction period of the relevant
property development project is expected to complete
beyond normal operating cycle.

TRADE AND BILLS RECEIVABLES

. FERBRDME )

(b) BEPWE(E)

BRAYEREARDEE  BIE
mﬁ%%ﬁﬁﬁamﬁ & HAFE TR
HIEE & B A -

BWEZREERE

2025 2024

—EB-RE ZEUF

RMB’000 RMB'000

AR%For AR TFT

Trade receivables JEUE 5 FRIE 1,006,826 1,188,956
Bills receivable JE U A5 SRR 423,604 302,898
1,430,430 1,491,854

Less: provision for impairment OB (109,607) (87,919)
1,320,823 1,403,935

As at 31 December 2025, included in the trade receivables
were amounts due from related parties of RMB28,296,000
(2024: RMB32,076,000) (Note 37).

Due to the short-term nature of the trade and bills
receivables, their carrying amount is considered to be the
same as their fair value.

Trade and bills receivables are amounts due from customers
for goods sold in the ordinary course of business. If collection
of trade and bills receivables are expected in one year or less
(or in the normal operating cycle of the business if longer),
they are classified as current assets. Trade and bills receivables
are recognized initially at the amount of consideration that is
unconditional, unless they contain significant financing
components, when they are recognized at fair value. The
Group holds the trade and bills receivables with the objective
of collecting the contractual cash flows and therefore
measures them subsequently at amortised cost using the
effective interest method. Details about the Group’s
impairment policies and the calculation of the loss allowance
are provided in Note 3.
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21.

TRADE AND BILLS RECEIVABLES (Continued) 21.

The Group generally grants credit terms of less than 90 days
to its customers in Mainland China and 120 days to its
customers in other countries. The ageing analysis of the trade
and bills receivables (including amounts due from related
parties of trading in nature) based on invoice date is as
follows:

BWE S REBERIEE)
ANEF—RAFERNBESETDR0
AOEESH MECBEREFETI20K
MEES - BEREIRZEZE(BEB
B MEM R 5 RIB) REZEAH
HERE DT T -

2025 2024

“E-HF —E_MmF

RMB’000 RMB000

AR¥ T AR Fr

Within 30 days 308 LA 732,721 792,344

31 to 90 days 31290H 537,235 506,811

91 to 180 days 91%180H 59,122 87,595

1 days to 1 year 81HZE14F 8,202 9,619

Over 1 year 1F A E 93,150 95,485

1,430,430 1,491,854

Less: provision for impairment B BB (109,607) (87,919)
Trade and bills receivables — net FEWE 5 Rk EEIA

— FR 1,320,823 1,403,935

There is no concentration of credit risk with respect to trade
and bills receivables, as the Group has a large number of
customers.

Trade and bills receivables are denominated in the following
currencies:

F’éﬁlﬁlfﬁ%&mﬁ@ IE]IE{ZT % &
BN RARSAKEREFRE

W E 5 R EERALATERFHE

2025 2024
—E-RF —E-OF

RMB’000 RMB'000

AR T T AR FT

UsD X7 932,811 927,867
RMB AR 275,321 290,160
VND MG 215,521 243,011
HKD BT 233 2,470
Others =i} 6,544 28,346
1,430,430 1,491,854
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21. TRADE AND BILLS RECEIVABLES (Continued)

Impairment and risk exposure

The Group applies HKFRS 9 simplified approach to measuring
expected credit losses which uses a lifetime expected loss

allowance for all trade and bills receivables.

The creation and release of provision for impaired receivables
have been included in net accrual of impairment losses on
financial assets in 2025 and 2024. Amounts charged to the
allowance account are written off when there is no

expectation of receiving additional cash.

Information about the impairment of trade and bills
receivables and the Group’s exposure to credit risk, foreign
currency risk and interest rate risk can be found in Note 3.1.
The maximum exposure to credit risk at the reporting date is

the carrying amount of trade and bills receivables.

22. FINANCIAL ASSETS AT FVOCI

21.

22.

EREZREEREE)
BERERHO
NEBRBEBTEREERFEOH ML
HERTERBEEEE  BAEaRKE S
NMERZAGF RS BEEEEE -

BB E UG IR B E IR R B EE &
AZZE_RAFER-FT_NMFNRRESH
BERERRFE - EFRPISWEIFEI
Re  MEECCBERNENER -

FRARKEZ RERRENBRERNE
EEHnEERR - ﬁl\EﬂﬁM&%UTﬂ
BRSNS - NG BB &EK
1ZEHKMWDEJ?§H&T%&WTF¢ B R
[ERER

BRAVEFAEMCEZEAKRENS
BMEE

Current — bills receivables

BNH — BIREB IR

2025 2024
—EB-RE ZEUF
RMB’000 RMB'000
AR T ARKTFT
256,891 375,631

Bills receivables held both by collecting contractual cash flows
and selling of these assets are classified as financial assets at

FVOCI.

190 TEXHONG INTERNATIONAL GROUP LIMITED RIUIEIBREEAR AT

NUBaNBeREMNBEZSTEER

FAEBNNEREERERRAFER

AEMEERENEREE -



R e MERRME (])

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
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23. FINANCIAL ASSETS AT FVPL

23.

BRAVEFABRENESHEE

JEENHR

Non-current

2025 2024

—_ 7 —h ¢ — 7 —m $
RMB’000 RMB000
AR T ARBFT
38,022 18,057

Equity investments for which the entity has not elected to
recognize fair value gains and losses through OCI are
classified as financial assets at FVPL.

See Note 41.9 for the remaining relevant accounting policies.

(@) Amounts recognized in the consolidated income
statement

During the year, the following gains were recognized in
the consolidated income statement:

ERYREZFEAMEMEEERR
FEESRBRNRANEERBE/ER
FEFABENERMEE -

BRAESARSTECR - F2HME/9 -

(a) REEUERBRAZEH

2024
—T_pEF
RMB’000 RMB000
AR FT AREFT
Fair value gains on equity REMEE — FREERD
investments at FVPL recognized in IR AFEH ABZZH LA
other losses — net (Note 6) ®ERNTFEWE (M i7e) 1,866 2,154

(b) Risk exposure and fair value measurements

Information about the Group’s exposure to price risk is
provided in Note 3.1. For information about the
methods and assumptions used in determining fair
value see Note 3.3.

(b) EREHARAFETE
FRALEEmMENERRRNHER
BAKIFE3 - BB AT EA
FERBREHER  FL2HEWE
330
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BE_ZT_RF+_A=+—HItEE

24. PREPAYMENTS, DEPOSITS AND OTHER

24. ARNFRE B REMEBRERR

RECEIVABLES
2025 2024
—E-RHEF —E-NF
RMB’000 RMB000
AR¥ T AR Fr
Value-added tax recoverable JEIREER 283,449 305,614
Prepayments for purchase of raw materials 8% B R #1 %69 FB (5508 153,484 136,555
Due from related parties (Note 37) JiE Uk BE Bk 5 SRIE (M1 2£37) 75,131 78,310
Receivables from export tax refund O R B e U BR 3R 50,254 57,725
Deposits Ze 70,636 50,072
Prepaid expenses AT 54,889 38,027
Rental income receivables from investment & ¥ 3 58 & Uk A & I Z0 18
properties 37,086 33,970
Prepaid income tax AT FT1E R 31,254 25,269
Receivables from disposal of land use rights %5 + i {5 FA#E R W3 - B
and property, plant and equipment B R 35 s e AR 3K 25,522 —
Other receivables H b FE YBR 5K 38,470 35,867
820,175 761,409
Less: provision for expected credit loss B B EEERE
(Note (a)) (M at(a) (79,501) (79,692)
Prepayments, deposits and other TEfMFIE ~ e R EAmER
receivables — net R —F 740,674 681,717

Due to the short-term nature of the deposits and other
receivables, their carrying amount is considered to be the
same as their fair value.

Information about the impairment of deposits and other
receivables and the Group’s exposure to credit risk, foreign
currency risk and interest rate risk can be found in Note 3.1.
The maximum exposure to credit risk at the reporting date is
the carrying amount of deposits and other receivables.

Note (a):

In 2025, the Group reversed an expected credit loss impairment of
RMB191,000 (2024: RMB19,660,000) (Note 3.1).

Htiz @) -

BHRREe REMEKRRRBRENEE
It HBRE B AR A E R EARR -

BRRS RE KBRS A BIE R A
B HE SR - INE R & A = b
BN - RIREBHNHEA

map

ERRM O RS ME M REK R

a =

mEfE -

RIZB-RF  AEEROEREEBERE

AR¥191,000c(ZZE-MF: AR
19,660,0007T) (F7E3.1) ©
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25. PLEDGED BANK DEPOSITS AND CASH AND

CASH EQUIVALENTS

CEARTERARRERES
ZEY

2025 2024

RMB’000 RMB000

AR#FT AREFr

Pledged bank deposits EEBRITERK 7,735 23,908
Cash and cash equivalents RekREEEY

— Cash at bank and in hand — RITEFERE 2,487,669 2,880,283

2,495,404 2,904,191

As at 31 December 2025, bank deposits with net book
amount of RMB7,735,000 (2024: RMB12,605,000) were pledged
as collateral for the guarantees for operating activities, such as
utilities, labor wages, etc.

As at 31 December 2025, the Group has no bank deposits
pledged as collateral for the Group's bank borrowing (2024:
RMB11,303,000).

Pledged bank deposits and cash and cash equivalents are
denominated in the following currencies:

#_7_£$+ A=1+—8 " %A
DR A A R77350007 (ZF — PO 4 ¢
AR #12,6050007T) HIRIT1F R E I IE
AICETER (B MR BT TES)

RIFELR o

RZE_RAF+_A=+—H ~E£EL
ERITERBIRIEAAEERITEERN
ER\(ZZE_MF : AR®11,303,000
JT) °

EEBRTERARES MRS EEYE
AT EMEE :

2025 2024

—EBC-RE —ENF

RMB’000 RMB000

AR¥TFT AREFT

usD E7T 1,106,366 1,256,083

RMB AR 886,834 1,184,619

VND ARy 307,747 356,040

HKD BT 156,021 25,654

Turkish Lira (“TRY") TEABRN([tHEHEN]) 22,378 64,886

European Monetary Unit (‘EUR") BUME B A ([BoT]) 2,596 2,447

Others EHh 13,462 14,462

2,495,404 2,904,191

Majority of the cash and cash equivalents are deposited with AP BEERRSFENHFHRAFERA

banks in Mainland China and Hong Kong. The conversion of 1 R B ERIRTT /\Eﬁ@iﬂﬁ ﬁ?%?ﬁt}
the RMB denominated balances into other currencies and the EmMmEEREHFHALHNESEZ

remittance of funds out of Mainland China are subject to the
rules and regulations relating to foreign exchange controls
promulgated by the Mainland China Government.

H lWﬁﬂﬂzfﬁﬁ%ﬁ’]?h[g%lﬁﬁE@%EE'J
K3 -
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26. SHARE CAPITAL AND TREASURY SHARES

(a)

(b)

Share capital

26. RAKRERFRD

(a)

@S

Number of shares

Ordinary shares

RGO EE ZER
(thousand's) HKD000
(FH) FET
Authorised: SETE
Ordinary shares of HKDO.1 each R E{E0.1}8 T LB R
At 31 December 2024 and 2025 RZZE_NER-_ZFT_RHF
+=—A=+—~” 4,000,000 400,000
Number of Ordinary Share
shares shares premium Total
RGAEHE ZaR BDERE Fob o]
(thousand's) RMB000 RMB000 RMB000
(FR) AREFrT AREFT ARETFT
Issued and fully paid: BEITREE :
Ordinary shares of HKD0.1 each SREME0.1BTZER
At 31 December 2024 RZZE-_MFE+=-A=+—H 918,000 96,958 462,059 559,017
Repurchase of ordinary shares (@) B Mm@ ) (957) = = =
At 31 December 2025 RZZE_RE+-A=+—H 917,043 96,958 462,059 559,017

Ordinary shares are classified as equity.
Incremental costs directly attributable to the issue of
new shares or options are shown in equity as a

deduction, net of tax, from the proceeds.

Treasury share

(b)

RS o
B R BN BT AR S A R
12 8P A S T IR BIEPRE 5K
TRFNRR BB IR (FOBRTRIR)

EFRH

Total
ot

RMB’000
ARBT

As at 1 January 2025
Repurchase of ordinary shares

R-_ZT_RF—HA—H —

fE 0 2B

(3,950)

As at 31 December 2025

(3,950)

During the year ended 31 December 2025, the
Company repurchased approximately 957,000 of its own
shares from the market, all of which had not been
cancelled as at 31 December 2025. The repurchased
shares were acquired at prices ranging from HKD4.49 to
HKD4.66 per share, with an average price of HKD4.55
per share, and included in treasury shares.
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2T

BET-A=t—HILEE

27. OTHER RESERVES AND RETAINED EARNINGS

(a)

27. HittfgEREERF

Other reserves (a) HfthfEE
Transactions
with
Share-based non-
Capital compensation Statutory  Revaluation  Translation controlling
reserve (i) reserve  reserves (i) reserve reserve interests Total
NRBAER S A
EAfE)  WEMRE  ORERE BfifiR EififE REZRZ B
RMBO0O RMBO0OO RMBO0O RMBO0O RMBOOO RMBOOO RMB00O
AREFT ARETT ARETr AREFT ARETT AREfr AREFn
At 1 January 2024, as previously reported IR =E =M%~ F—H
(A 23) 162,041 12,145 657,311 186,650 531M (17,120) 1,054,138
Impact of change in accounting policy B BREHMFE = = = (186,650) - - (186,650)
At 1 January 2024, as restated RZZE-mF—A—-AR
(& &) 162041 12,145 657311 = 531 (17,120 867,488
Transfer from retained earnings BRERBET = = 49523 = = = 49523
Share of the other comprehensive AEERENEZ
income of investments accounted REZE2 AN
for using the equity method — — - — 5959 - 5959
Currency translation differences ERBREZE — - = = 10,164 = 10,164
Wind up of subsidiaries BB AR - - (14,608) = - = (14,608)
Transaction with non-controling interests  E R HI M ER 2R 5 = = = = = @) (27)
At 31 December 2024 e Jantl 3
+-A=1+-A 162,041 12,145 692,226 - 69,234 (17,147) 918,499
At 1 January 2025 i e < = 162,041 12,145 692,226 - 69,234 (17,147) 918,499
Transfer from retained earnings BRERBRET - - 38,346 - - - 38,346
Share of the other comprehensive AMAAEREAE L
income of investments accounted REZH 2 ENRE
for using the equity method - - - - 516 - 516
Currency translation differences ERAEER - - - - (15,204) - (15,204)
Transaction with non-controlling interests ~ EIEEHIEER 2 X5 - - - - - (33,077) (33,077)
At 31 December 2025 R-T-RE
+-A=t-H 162,041 12,145 730,572 - 54,546 (50,224) 909,080
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2025
BHE_T-_AF+-A=1+—HILEFE

(Continued)

27. OTHER RESERVES AND RETAINED EARNINGS

(@) Other reserves (Continued)

Notes:

The capital reserve represents the difference between
the amount of share capital issued and the net asset
value of the subsidiaries acquired under a group
reorganisation in 2004.

As stipulated by regulations in Mainland China, the
Company's subsidiaries established and operated in
Mainland China are required to appropriate a portion of
their after-tax profit (after offsetting prior years' losses)
to statutory reserves, at rates determined by their
respective boards of directors. Such transfer is not
required when the amount of the statutory reserve
reaches 50% of the corresponding subsidiaries’

registered capital.

Statutory reserves shall only be used to make up losses
of the corresponding subsidiaries, to expand the
corresponding subsidiaries” production operations, or to
increase the capital of the corresponding subsidiaries.
Upon approval by resolutions of the corresponding
subsidiaries’ shareholders in general meetings, the
corresponding subsidiaries may convert their statutory
reserves into registered capital and issue bonus capital
to existing owners in proportion to their existing
ownership structure.

(b) Retained earnings

27. HttfEBERFRERR (@)

(a)

Hif# M (&)

(i)

(ii)

BAFRBEDBITRARBER
—ETMEEEEATRENRB
NEMEEFENERE

RBHEARMAMR 2 RP) - AR
B B At A S K E 2 M
AREVEREEDESTEME 2
Lo B - B2 8 — B8 o0 B B 1R i A
(REHBEFERER) 2ETH
o WEERBNSREC EREH
B /B8 A ) A & AR #950% - B
AR L BER o

R TE R E T R B AR BE I B
NEEE - HEFTARRNTE QR A
FE A S 3 0 AR B B B 1 A Bk
Ao BRSHERMNERRBERERR
R ARE ELORZEREB  10H
B 8 > A RV AT 8 LK T 7 R R
BCEEME A - WM HRRAF
P Eb B R 17 S B AT AL

2024

—E-NF

(restated)

(s =%1)

RMB’000 RMB'000

AR#FT AR®Fr

At 1 January Rn—H—H 7,977,506 7,535,924
Profit for the year F 55 A 913,010 559,971
Dividend relating to 2024 —TEEZRE (83,666) (83,474)
Wind up of subsidiaries 78 B B /8 A B — 14,608
Transfer to statutory reserves ERZATRE (38,346) (49,523)
At 31 December R+=ZA=+—8 8,768,504 7,977,506

196 TEXHONG INTERNATIONAL GROUP LIMITED RIUIEIBREEAR AT



R e MERRME (])

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2025
HE_T-_AFt+-A=1T—HILEE

28. SUPPLY CHAIN FINANCING

28. HEHERME

2025 2024
—E-RF —E - OF
RMB’000 RMB'000
AR¥FT ARETFT

Current B
Guaranteed BER 1,740,133 1,911,445
Unguaranteed EHER 50,000 200,000
1,790,133 2,111,445

The guaranteed supply chain financing of RMB1,740,133,000
(2024: RMB1,911,445,000) as at 31 December 2025 was
guaranteed by certain subsidiaries of the Group.

The carrying amounts of the supply chain financing are
denominated in RMB, USD and EUR.

At 31 December 2025, the Group's supply chain financing
was repayable within 1 year.

(@) Liabilities under supplier finance arrangement

Supplier finance arrangements are characterised by one
or more finance providers offering to pay amounts that
an entity owes its suppliers and the entity agreeing to
pay according to the terms and conditions of the
arrangements at the same date as, or a date later than,
when suppliers are paid. These arrangements provide
the entity with extended payment terms, or the entity’s
suppliers with early payment terms, compared to the
related invoice payment due date.

The Group entered into supplier finance arrangements.
Under the arrangements, the banks acquire the rights to
selected trade receivables from the suppliers. The terms
and conditions of the arrangements are unchanged
from the trade payables from this supplier, other than:

the due date has been extended to 31-365 days
after the invoice date from the original 0-90
days, and

the acquired payables are no longer able to be
offset against credit notes received from the
supplier.

RZZE_RE+ZA=+—8  DEFH
JEGERLE A R¥E1,740,133,0007T (ZZE =Y
F . ARH1,911,445,0007T ) FEAN &= B T
M BN RIER -

EESRENEEEAARS « £7TREK
TEAHE -

RZBE-_RAF+-_A=+—H80 ' A&EEH
HEBREAMN FREE -

(a) HEBREZHFETHNER
HERRELHNFRR—BXE
HARMEREERIAERITHESE
REEENFIE MEBRBER
BER RS R AR FE R (S 3R
Rl Ak &R BB - EAERR%
ENKEMABL  ZFLHFRE
BRHERNONRE AR EER
IR R IR AT R

AEEOT U HERREL R
BRELH - RITNHHEERERE
ERKE 5 ENERN - ZFELH
B IERR I AR B 2R B =% (1L P 7 A R
NEZFEER - MEATIERERIN -

AMBEEHRERRERAHERO
EORERE3IE365H : K

PP EX & FE < SRIB S B RE
HEAE R YR &R A
BEEEH-
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2025
BE_ZT-_AFT+-A=+—HBILFE

28. SUPPLY CHAIN FINANCING (Continued)

(a) Liabilities under supplier finance arrangement
(Continued)

Range of payment due dates

28.

HEERE (@)
(a) HEBREZHFETNEE (&)

NRIHBEE

2025 2024
—E-RHE —T 5

Liabilities under supplier finance
arrangement

Comparable trade payables that are not
part of the supplier finance ENES
arrangement (same line of business) B)

Carrying amount of liabilities under supplier
finance arrangement

HERBRELHBETNAR

TERNERARE TN L
S8 (FA—XH%E8

31-365 days after 31-365 days after

invoice date invoice date
BREAME BEQ %
31£365H 31%2365H

0-90 days after 0-90 days after

invoice date invoice date
BREAME BEQ %
0£90H 0%90H

HEFRERHETAENKREE

Liabilities under supplier finance
arrangement
— of which the supplier has received
payment from the finance provider

LElINEN

HEABRELHBETNAR

— ERftERCARERHEE

2025 2024
—E_RE —E-F
RMB’000 RMB'000
AR¥FTT AREFT
1,790,133 2,111,445
1,790,133 2,111,445

There were no material business combinations or
foreign exchange differences that would affect the
liabilities under the supplier finance arrangement in
either period. There were non-cash transfers from trade
payables to liabilities under the supplier finance
arrangement of RMB1,740,133,000 and
RMB1,911,445,000 in 2025 and 2024 respectively.

The carrying amounts of liabilities under the supplier
finance arrangement are considered to be reasonable
approximations of their fair values, due to their
short-term nature.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2025
BE-_T-_AF+-_A=1+—HILEE

29. BORROWINGS 29. f&E&
2025 2024
—E-REF —E-NF
RMB’000 RMB000
AEB¥F AR Fr
Current mE
Unsecured bank borrowings EIERRITIEE 283,962 767,248
Secured bank borrowings (Note (a)) BEMIRITEE (Wit@) — 200
Other bank borrowings (Note (b)) HMRITEE (HiZon) 2,636,890 2,431,694
2,920,852 3,199,142
Non-current FETRED
Unsecured bank borrowings EEIRRITIEE — 104,999
Secured bank borrowings (Note (a)) BEMIRITEE (WitE) — 199,800
Other bank borrowings (Note (b)) HMRITEE (HiZEon) 2,461,009 2,891,554
2,461,009 3,196,353
Total borrowings fEEHEE 5,381,861 6,395,495
Notes: Kzt
(@) As at 31 December 2025, no bank borrowings were secured () R-_ZE-_RAF+-_A=+—8 " BER
(2024: bank borrowings of RMB200,000,000 were secured by TEEEER(ZZZHEF: ARK
entitled export tax rebates to be collected with amount of 200,000,000 TEVIRITIE E AR FEL A A
approximately RMB11,303,000) (Note 25). FR#E 11,303,000 7T # FE =Z HH AR B E UK
B (HTEE25) ©
(b)  Other bank borrowings of RMB5,097,899,000 (2024: ) RZZEZRAF+ZA=+—H HR
RMBS5,323,248,000) were guaranteed by certain subsidiaries of TEE AR5097,899,0007T (== =
the Group as at 31 December 2025. £ AR#5323,2480007C) HAEEE
FHEAFER -
The carrying amounts of the borrowings are denominated in BEEMERMEERATEEE -

the following currencies:

2025 2024

—E_RE —EUE

RMB’000 RMB'000

AR¥FTT AR For

RMB AR 3,597,460 4,091,483
HKD BT 1,140,064 1,811,221
VND WA 361,624 205,255
usD ETT 282,713 287,536
5,381,861 6,395,495
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2025
BE_ZT-_AFT+-A=+—HBILFE

29. BORROWINGS (Continued)

The weighted average effective interest rates per annum are

29. fBE (%)

MHEFHERFERN XM :

as follows:
2024
—ZTopEE

RVB HKD VND usD
ARE AL BEE eI
Bank borrowings BAEE 2.9% 3.4% 4.8% 4.3% 3.5% 58% 3.7% 38%
At 31 December 2025, the Group's borrowings were RZZEZRAF+ZA=+—H  £&EEE

repayable as follows: BEWERBOT :
2025 2024
—EB-RHE —E_MmF
RMB’000 RMB'000
AR#FT ANEEFT
Within 1 year 1R 2,920,852 3,199,142
Between 1 and 2 years 1224 1,231,236 2,399,656
Between 2 and 5 years 2ES5F 1,229,773 796,697
5,381,861 6,395,495

The fair values of the borrowings approximate their carrying
amounts as at the balance sheet date, as the impact of
discounting is not significant.

The Group has undrawn borrowing facilities of approximately

RMB2,544,580,000 (2024: RMB1,858,913,000). These facilities are
subject to review at various dates during 2025.

The Group has complied with the financial covenants of its
bank loans during years 2025 and 2024.

Details of the Group's exposure to risks arising from current
and non-current borrowings are set out in Note 3.1.
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For the year ended 31 December 2025
HE_T-_AFt+-A=1T—HILEE

30. DERIVATIVE FINANCIAL INSTRUMENTS

30. fTE€®MIA

2025 2024
—ZE_MF
RMB’000 RMB000
AR¥ T AR Fr
Assets: BiE
Forward foreign exchange contracts EEINES K (K7 7E b))

(Note (b)) 6,036 99,963
Cotton option contracts (Note (c)) TRICERRES 49 (ML () 3,926 689
Cotton futures contracts (Note (d)) TRIEBEE L (Mt @) 1,601 —

11,563 100,652
Liabilities: BE
Cross currency swap contracts (Note (@) R X E¥=E &4 (K1it) 32,680 2,040
Forward foreign exchange contracts REIINEE A (FaE®)

(Note (b)) 4,891 39,451
Cotton option contracts (Note (c)) TRICEARE S 8 (i () 16,684 —
Cotton futures contract (Note (d) BIEEEE R (M @) — 534

54,255 42,025

Non-hedging derivatives are classified as current assets or
liabilities.

Notes:

(a)

()

The cross currency swap contracts as at 31 December 2025
comprised four contracts with notional principal amounts
totaling RMB809,517,000 (2024: two contracts with notional
principal amounts totaling RMB324,114,000).

The forward foreign exchange contracts as at 31 December
2025 comprised fifty-eight contracts with notional principal
amounts totaling RMB1,478,785,000 (2024: ninety-seven
contracts with notional principal amounts totaling
RMB5,360,201,000).

The cotton option contracts as at 31 December 2025 comprised
seventeen contracts with notional principal amounts totaling
USD3,476,000 (2024: three contracts with notional principal
amounts totaling USD2,555,000).

The cotton futures contract as at 31 December 2025 comprised
one contract with notional principal amount of USD5,174,000
(2024: one contract with notional principal amount of
USD4,580,000).

FEHITETERBARBDEENAE -

HyiE -

(@)

R-ZE-_RAE+_-_A=+—H XX&
BEBEOBENNEELSBEAA
R#809,517,0007T2 & 4 (ZZT =4 :
M) % & A& B 5 A A RE324,114,000
TLZEH) e

R-_ZE-_RAFE+-_A=+—8 &I}
EAEHNBRERAT \NEELRSBEAA
R #1,478,785,000c 2 & # (ZZT =Y
FNTENEERASBERARKE
5,360,201,0007CZ & #J) °

R-ZZE-_RAFE+=-—A=+—8 1BitH
BEHNBRE+TENRBEASHRESR
3476,000EX L2 AN (ZE_WF : =15
BEREBRER2,555000FK T2 EH) °

R-ZE-_RE+-A=+—8 - }8EH
EAHBE—DRELRSEEAHS,174000
ETZALHN(CE_NE: —HEER
4 %8 /54,580,000 € TT 2 & 4) °
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For the year ended 31 December 2025
BHE_T-_AF+-A=1+—HILEFE

31.

DEFERRED INCOME TAX 31. EERBH
The analysis of deferred income tax assets and deferred BEMSHEERELEMSHAGEN S
income tax liabilities is as follows: W
2025 2024
—E-RE —ETNE
(restated)
(&%)
RMB’000 RMB000
AR¥FT AR T
Deferred income tax assets: BB EE :
— Deferred tax assets to be recovered after — WA #B:E121& B 1 Uk B &9
more than 12 months BIER B EE 135,202 191,685
— Deferred tax assets to be recovered — A 121E B ;R Uk B &9 & T
within 12 months BIEEE 137,294 151,146
Deferred income tax assets — gross EEFRESHMEE — 25 272,496 342,831
Set-off of deferred income tax assets W EIEFTEHEE (23,649) (30,398)
Deferred income tax assets — net EEFRESHEE — F5 248,847 312,433
Deferred income tax liabilities: EEFMEHARE
— Deferred tax liabilities to be settled after — FABE 1218 B 18 &1~
more than 12 months EERIEARE (171,991) (162,324)
— Deferred tax liabilities to be settled — R12{8 B A& R IR IE
within 12 months BIEEE (9,688) (11,522)
Deferred income tax liabilities — gross EEFRESHAE — B85 (181,679) (173,846)
Set-off of deferred income tax liabilities W EIEFEHaE 23,649 30,398
Deferred income tax liabilities — net EEFRESHAE — F58 (158,030) (143,448)
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HE_T-_AFt+-A=1T—HILEE

31.

DEFERRED INCOME TAX (Continued)

The movements in deferred income tax assets and liabilities
during the year, without taking into consideration the

31. EEMBH (&)
FENRIEFEHREERBBHES (LK
STRIRER RIS AEERALR) I

offsetting of balances within the same tax jurisdiction, are as ™
follows:
Deferred income tax assets: REMSHEAE :
Lease Temporary
Tax losses liabilities differences Total
BEEE HERE ITKREER nE
RMB 000 RMB 000 RMB 000 RMB 000

ANEE T ARETT ARETT AR¥TT

At 1 January 2024 R-E-_mNE-A—H 308,257 39,024 88,537 435,818
Charged Mk
— to the consolidated income statement ~ — REA Wz * (52,451) (8,345) (31,691) (92,987)
At 31 December 2024 RZE-F
+-B=+—8H 255,806 30,179 56,846 342,831
(Charged)/credited (k) EiL
— to the consolidated income statement ~ — REAKREX (82,825) (4,069) 16,559 (70,335)
At 31 December 2025 RZE-_RF
+=-A=+—H 172,981 26,110 73,405 272,496
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For the year ended 31 December 2025
BE_ZT-_AFT+-A=+—HBILFE

31.

DEFERRED INCOME TAX (Continued) 31. BEFRBHR (2)
Deferred income tax liabilities: BEEFSH AR -
Fair value Withholding
adjustments on tax relating to
assets relating unremitted
to business Revaluation of Right-of-use  Full deduction earnings of
combinations buildings assets  of equipment subsidiaries Total
EBAH ENEAR
HBEED REMFBF
AVEBEE BRER EREEE ZNARE HEOFELR k]
RMB000 RMB000 RMB000 RMB000 RMB000 RMB000
AR FL AREFT AR FL AREFT AR FL AREFT
At 1 January 2024, as previously RZZ-mE—A—A
reported (AT 2 ) 21633 12,791 36,790 4613 160,980 236,807
Impact of change in accounting policy B BREEHNF E = (12,791) = = = (12,791)
t 1 January 2024, as restated RZZ-@mE—A—AH
€27 21633 = 36790 4613 160,980 224016
Credited gi
— to consolidated income — RiFE k&R
statement (9,383) — (8,640) (723) (31,424) (50,170)
At 31 December 2024 RZZZWF
+-A=+—~H 12,250 — 28,150 3,890 129,556 173,846
(Credited)/charged - E5) / Mk
— to consolidated income REAaRER
statement (1,307) - (7,691) (599) 17,430 7,833
At 31 December 2025 RZZE-RF
+-A=+—~H 10,943 - 20,459 3,291 146,986 181,679

Deferred income tax assets are recognized for tax loss
carry-forwards to the extent that the realisation of the related
tax benefit through the future taxable profits is probable. As
at 31 December 2025, the Group did not recognize deferred
tax assets of RMB239,267,000 (2024: RMB89,320,000) in respect
of tax losses amounting to RMB1,058,048,000 (2024:
RMB673,291,000) as the Directors believe it is more likely than
not that such tax losses would not be utilised before they

expire.
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For the year ended 31 December 2025
BE_Z_RAFT-_A=+—HLFE

31. DEFERRED INCOME TAX (Continued) . EEREHR @)

As at 31 December 2025, the tax losses with no deferred tax RZZBE-_RAF+=-A=+—8 ' BEHE

assets recognized carried forward are as follows: BERTHEANTIEBBELAEOT :
2025 2024
—E"REF —E O
RMB’000 RMB000
ARM T AREFr

Year of expiry of tax losses EULIEE?T% [E i F =

2025 —ERHF - 13,153
2026 —E-RF 21,149 24,245
2027 —EAF 154,664 77,742
2028 —EN\F 110,711 114,999
2029 —ENF 48,169 44,030
2030 —E=FF 254,802 4,771
After 2030 —T=THFk 468,553 394,351
1,058,048 673,291
Deferred income tax liabilities of RMB146,986,000 (2024: E LK B 2 R & A E A T AR B AT
RMB129,556,000) have been recognized for the withholding WENBERAECEMSHAEEARE
tax that would be payable on the earnings of subsidiaries 146,986,000 (Z T W F : AR
when remitted to the Company. As at 31 December 2025, the 129,556,0007C) c R —_E-_HAF+ - A=
unremitted earnings of subsidiaries are RMB2,939,720,000 +T—H MEBRARAKXRENBI /AR
(2024: RMB2,591,120,000). There are no unremitted earnings 2,939,720,000L (ZE I 4F : AR
with no deferred tax liabilities recognized (2024: nil). 2,591,120,0007T) » BIMIELERIBABR T

HRNREMNBN(ZT_HF : §) -
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32. TRADE AND BILLS PAYABLES 32. BENESREBRIE
2025 2024
—E-REF —E-NF
RMB’000 RMB000
AR¥FT AR Fr
Trade payables FERTE 5 5IR 718,457 792,006
Bills payable & =B FRIE 206,797 94,387
925,254 886,393
As at 31 December 2025, included in trade payables were R-ZZE_RAF+-_A=+—H ENES
amounts due to related parties of RMB37,071,000 (2024: REFBSEMERE TN RBEBARE
RMB36,429,000) (Note 37). 37,071,000 (ZZE_MF : AR

36,429,0007T ) (1 5E37) °

Due to the short-term nature of trade and bills payables, their HRENBESREBRHIB 2 YT - &
carrying amount is considered to be the same as their fair REEHKEREAFEHER -

value.

The ageing analysis of the trade and bills payables (including ENESRZZEFIE(BEBEESEERN
amounts due to related parties of trading in nature) based on FETRARSE 5 RIR) IR B R BB BRI AT
invoice date is as follows: R

2025 2024

—E_RE —EUE

RMB’000 RMB000

AR¥TT AREFiT

Within 90 days 90H A 808,525 809,439
91 to 180 days 91HZE180H 76,561 37,547
181 days to 1 year 181THE1FE 30,153 28,604
Over 1 year T £ 10,015 10,803
925,254 886,393
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BE-_T-_AF+-_A=1+—HILEE

32. TRADE AND BILLS PAYABLES (Continued)

Trade and bills payables are denominated in the following

33.

32. ENESZREEREE)
RS 5 REERER AT EMEEHE

currencies:
2025 2024
—E-RHEF —E-NF
RMB’000 RMB000
AEB¥F AR Fr
RMB AR 479,634 542,012
usb ETT 328,425 240,904
VND A 89,923 79,714
EUR BT 22,299 6,848
TRY THHEEW 3,000 2,682
MXN BEFRE 1,631 14,120
Others Hit 342 113
925,254 886,393
ACCRUALS AND OTHER PAYABLES 33. EREARHEMEMIER
2025 2024
—E-RHHF —ENF
RMB’000 RMB000
AR¥ETFTT AR Fr
Accrued wages and salaries TEIR T & R & 318,149 303,036
Accrual of operating expenses TEIREE R 168,206 155,864
Payables for purchase of property, plant and BB E ¥2 « E M&E 2
equipment FETBR 3K 121,423 196,431
Tax payables other than enterprise income T IE (S E TS EERIN)
tax 61,100 60,012
Refund liabilities of deposits ReRFaE 44,378 19,313
Loans from a minority shareholder RE—BLERR ZER 21,933 15,624
Interest payable &S A& 18,323 13,512
Payables for fees generated from the ETEREEEEENER
certain returned assets 2 ERTBRFR — 29,828
Other payables b FETBR 3K 30,240 17,853
783,752 811,473

Due to the short-term nature of the accruals and other
payables, their carrying amount is considered to be the same

as their fair value.

MR TREE & A N Ho Al B B Rk 2 A2 1
B HEREERESEQFEMER -
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For the year ended 31 December 2025
BHE_T-_AF+-A=1+—HILEFE

34. DIVIDENDS

The dividend paid in 2025 was RMB83,666,000 (2024:
RMB83,474,000), being HKDO0.10 per ordinary share (2024:
HKDO.10 per ordinary share) that was related to the year

ended 31 December 2024.

34. RE

RZE-_AFELXNEHEZE T _NF
T A=+ —HALFERENRESRE
BARES36660007T (ZE_HF : AR
#583,474,0007T) @ BB L EBA%0.1075E T
ZEUF - R ERR010ETT) ©

2025 2024
—E-REF —E-NF
RMB’000 RMB000
AR #F T AR®For
Final dividend for the year ended 31 HE-_ZT_OE
December 2024 of HKD0.10 per TZA=+—HILEFE
ordinary share RNEARR B 5 A% @ A%0.10
BT 83,666 —
Interim dividend for the year ended BT W&
31 December 2024 of HKD0.10 TZA=+—RHILFE
per ordinary share AR BB RR @ AR0.10
BT — 83,474
83,666 83,474

For the year ended 31 December 2025, no proposed final
dividend (2024: HKDO0.10 per ordinary share amounting to a
total dividend of RMB85,007,000) is to be presented for
approval at the annual general meeting of the Company.

BE_ZT_AF+-_A=+—HItFE "
WARZBZAPAWS (ZZ_MF : SRY
BEROIOEBE L BMERBAARK
85,007,0007T) IR 2R R AR EBF K #Ht
/fE o

Proposed final dividend for the year ended BE_Z - HF

31 December 2025 of HKDnil
(2024: HKDO.10) per ordinary share

+-A=+—RBItFEER
BB EERTEBRET
BT (ZZE MU - 0105
JT)

2025 2024
—E_RE —EUE
RMB’000 RMB000
ANR#®FT ARBFor
— 85,007
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35. CASH FLOW INFORMATION

Cash generated from operations

35. AEREENR
REMEENRE
BRFT S BTG A R L FTE A RIR

(a)

The reconciliation from profit before income tax to cash
generated from operations is as follows:

THEERNT

2025 2024
ot Sl —TE
(restated)
(geE51)
RMB’000 RMB000
ARKFT AREFT
Profit before income tax ¥ FT 15 7 A1 v ) 1,221,724 781,554
Adjustments for: AR
— Amortisation, depreciation and impairment  — %88 « 3T & R E (W6 R AT
(Note 6 and Note 7) ) 1,115,557 1,037,514
— Share of (profits)/losses of investments — DIEAEREARZIRE C&
accounted for using equity method ), EE (hzE8)
(Note 18) (4,280) 23,368
— Gains on disposal of property, plantand ~ — HE&EWE¥ - BE KRERLHE
equipment and land use rights (Note 6) R e (Hiite) (77,846) (11,136)
— Net provision/(reversal) of provision for — BERERE/(BR)BET
decline in the value of inventories B(HE7)
(Note 7) 24,214 (56,708)
— Accrual of provision for impairment of trade — TBIR EIRE 5 ZIBME B & (7
receivables (Note 21) i£21) 21,857 68,044
— (Reversal)/accrual of provision for —(B[E) BRBENZE - B2 )k
impairment of prepayments, deposits HoAth JE W BR FORL B R A
and other receivables (Note 24) (Ht5t24) (191) (19,660)
— Finance costs — net (Note 9) — MBER — FR A7) 166,190 387,993
— Fair value losses/(gains) on derivative — LRI AERAFEER/ (W
financial instruments (Note 6) =) (K ite) 101,320 19,110
— Settlement on derivative financial — TESRIALEE (fize)
instruments (Note 6) (105,292) (150,662)
— Fair value gains on financial assets at FVPL  — R AFEFABHZHNEREE
(Note 6) DB E (Mete) (1,866) (2,154)
— Settlement on financial assets at FVPL — BAFEFABRNEREE
(Note 6) EE (ftite) (3,335) (2,602)
— Employee benefit obligations — EERAEM 911 2572
— Net exchange differences — EBHERTE 45,673 (23,256)
Changes in working capital (excluding the BEREY(RaRACERLE
effects of exchange differences on B ER)
consolidation):
— Inventories —F8 (225,819) 758,184
— Properties under development — BRPYE (97,035) 154,039
— Trade and bills receivables — BWRE S REEFIE 61,255 99,498
— Financial assets at FVOCI — BATFESAEMEE KRN
TREE 118,740 (38,870)
— Prepayments, deposits and other — BNRE - Re REMEKE
receivables by (30,439) (84,372)
— Trade and bills payables — ENESRERHE 1,778,994 1,928,990
— Contract liabilities —akaE 158,166 (249,087)
— Accruals and other payables — BREAREMEMRERER 36,167 38,414
— Pledged bank deposits — BIEBETER 4,870 (354)
Cash generated from operations KREMEENRS 4,309,535 4,660,419
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For the year ended 31 December 2025
BE_ZT-_AFT+-A=+—HBILFE

35. CASH FLOW INFORMATION (Continued) 35. REREER (#)
(a) Cash generated from operations (Continued) (a) REFMELENES(Z)
In the consolidated cash flow statement, proceeds from REEERERER  HEWE - K
disposal of property, plant and equipment and land use B R T S RIER
rights include: 5
2025 2024
—E-REF —ENF
RMB’000 RMB000
AR¥TFT ARBFT
Net book amount — property, plant BRELFE — W% - BE K&
and equipment and land use AR K (s AR A
rights 142,781 61,867
(Increase)/decrease of other HE T RAERYZE - H
receivables from sales of land use %&ﬂ{%jﬁ@ TR
rights and property, plant and SRIE 7 F A e U AR R (38
equipment or return of ), wA
prepayments of equipment (25,522) 487,543
Gains on disposal of property, plant HEWE - BERZREBER LT
and equipment and land use rights {5 A4 2 W (A it6)
(Note 6) 77,846 11,136
Proceeds from disposal of property, HEWE « MELRE R LT
plant and equipment and land use b {F A FT 1S 5K E
rights 195,105 560,546
(b) Non-cash financing activities (b) FBEEHMETH
2025 2024
—E-HF —ENE
RMB’000 RMB000
AR¥TFT ARBFT
Supply chain financing HIEEFE 1,740,133 1,911,445
Additions of lease liabilities AEHERE 13,475 25,685
1,753,608 1,937,130
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BHE_ZT-_AF+-_A=+—BILFE

35. CASH FLOW INFORMATION (Continued) 35.

(c)

Net debt reconciliation

This section sets out an analysis of net debt and the
movements in net debt for each of the vyears
presented.

REeERBER @)
(0 &EFHEYEK

Zli #5525 FENE EFHE
IMEBEFEES -

2025 2024
—E-RE —ETNEF

RMB’000 RMB'000

Net debt EEFE ARB¥TFT AR FT
Cash and cash equivalents RekFeEEY 2,487,669 2,880,283
Pledged bank deposits BEHEFRITER 7,735 23,908
Supply chain financing HpEGE R A (1,790,133) (2,111,445)
Borrowings B (5,381,861) (6,395,495)
Lease liabilities HEBE (144,176) (180,000)
Net debt BEFHE (4,820,766) (5,782,749)
Cash and cash equivalents RehBeEEY 2,487,669 2,880,283
Pledged bank deposits EEBRITERK 7,735 23,908
Gross debt — fixed interest rates BEAE — BEHX (4,578,280) (4,980,039)
Gross debt — variable interest rates B {E42% — F#HF X (2,737,890) (3,706,901)
Net debt BEFHE (4,820,766) (5,782,749)
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For the year ended 31 December 2025
BHE_T-_AF+-A=1+—HILEFE

35. CASH FLOW INFORMATION (Continued)

35. RERBER @)

() Net debt reconciliation (Continued) (0 EBEFHEYRE)
Other assets Liabilities from financing activities
HiugE RERMETHEHE
Borrowings and
Cash and cash ~ Pledged bank Lease supply chain
equivalents deposits liabilities financing Total
BeRBeE 2HEA BER
L) RITFH HEGE HEERE by
AMBO00 RWB 000 RMBO00 AMBO00 RWB000
AREFT AREFIT ARETFT AREFT AREFIT
Net debt as at 1 January 2024 R-E-mE-A-H
WaERE 2,161,795 66,208 (209,308) (10,219,086) (8,200391)
Cash flows Reing 695,232 (42,300) 41308 3,652,925 4,347,165
Addition of lease liabilities HAEMEER - - (25,685) = (25,689)
Disposal of leases REME — — 20,009 — 20,009
Accrued interest expenses ARAERX = = (6324) — (6324)
Supply chain financing HEERE = = = (1,911,445) (1,911445)
Foreign exchange adjustments SMNEFE 23256 — — (29,334) (6,078)
Net debt as at 31 December 2024 RZB-ME
TZA=Z+-8H
SERE 2,880,283 23908 (180,000) (8,506,940) (5,782,749)
Cash flows Rene (357,144) (16,173) 29,678 3,010,261 2,666,622
Addition of lease liabilities REMESRE - - (13,475) - (13,475)
Disposal of leases RERE - — 24,806 - 24,806
Accrued interest expenses BRASAY - - (5,185) - (5,185)
Supply chain financing HEERE - - - (1,740,133) (1,740,133)
Foreign exchange adjustments SNERE (35,470) - - 64,818 29,348
Net debt as at 31 December 2025 R-Z-%f
t=A=+-88
8ERE 2,487,669 7,735 (144,176) (7,171,994) (4,820,766)
36. COMMITMENTS 36. i

Capital expenditures at the balance sheet date that have not
been incurred are as follows:

REERBEXRENEARX (BRESL)

T :

2025 2024
—E-RHHF —E-NF
RMB’000 RMB000
AR¥FT ARETFT

Property, plant and equipment W - WE &&
Authorised but not contracted for EEEEERETL 538,120 477,036
Contracted but not provided for EEEEERE 679,065 190,787
Total capital expenditure commitments BARFI X AYE AT 1,217,185 667,823
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HE_Z-_RAF+-_A=+T—HIEE

37. RELATED-PARTY TRANSACTIONS 37. EHEBINXS

Related parties are those as defined under Hong Kong
Accounting Standard 24 and include key management of the
Group. Generally speaking, parties are considered to be
related if one party has the ability, directly or indirectly, to
control the other party or exercise significant influence over
the other party in making financial and operating decisions.
Parties are also considered to be related if they are subject to
common control.

As at 31 December 2025, the Group is controlled by New
Green Group Limited (incorporated in BVI), which directly and
indirectly owns 59.34% of the Company’s shares. The
remaining 40.66% of the shares are widely held. The ultimate
parent of the Group is Texhong Group Holdings Limited
(incorporated in Cayman lIslands). The ultimate controlling
party of the Group is Mr Hong Tianzhu, the chairman of the
Group.

The related parties that had business transactions with the
Group are as follows:

BT RE At ERFURATERS
VTHERAKSEEZEE AR - KEM
5 MEP—DRRERREEESN S
HEPBREERETAH S — KT
BAFES  BIRBEQEBT - WKRER
HRZES - TRRAR SRR -

RZZE-RAF+-A=+—H ' ~5EH
New Green Group Limited (A 2 & jE 2 B
S = - EEZEMEEER A
RAIRRD 2 59.34%  BR1A R T 2 40.66% 4%
BB AEBZEEBRAR
Texhong Group Holdings Limited (FAF 2
RSEMMAYL) - NEBZ&REEHTR
REBEBERFHERIELE o

HEARBETERXZNEB T

Name of related party

RS &R

Relationship with the Group
BRASK H R

Hongyan Vietnam Holdings Limited and its
subsidiaries

BEBEZERERARRENE QR

Jiangsu Dasheng Intelligence Technology
Development Co., Ltd. and its subsidiary
TEHALEBREMBRERARAAREN B A A

Xinghong International (Hong Kong) Co., Limited
and its subsidiary
ERER (F8) ERATRANBAT

HLD (HK) Trading Limited
HLD (HK) Trading Limited

Treasure Reap Limited and its subsidiaries

CEERARNMEMEAR

Hualida Vietnam (Quang Ninh) Holdings Limited
and its subsidiary

ENEYE(BE) ZRERARRENEAF

Texhong Tan Cang Logistics Joint Stock Company
RAF BRI A B

HaiHa Industrial Park Vietnam Limited

BATXRERBEBRAR

Shanghai Hongyun Engineering Construction
Co., Ltd.
FETETRERABRRAA]

Danasun Energy Hong Kong Limited and its
subsidiary
EREEAERAAREMEAR

Associated company
/NS
Associated company
/NS
Associated company
NS

Associated company
VNG

Associated company

s
% A A

Associated company
NS

Joint venture
ALY

A company controlled by the chairman of the Group

AR B E E TR S 2 A7)
A company controlled by the chairman of the Group
BANEE T EMES 2R F
A company controlled by the chairman of the Group

HAKEEFMES 2 AR
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37. RELATED-PARTY TRANSACTIONS (Continued) 37. HEBINRS (&)
(a) HBEBIHRS

(@) Transactions with related parties

2025 2024
—E-HEF —E-NF
RMB’000 RMB000
AR¥TFT ARBFT
Sales of goods HE S m
— Xinghong International (Hong — BB (BEB)BRA
Kong) Co., Limited and its AIREKBA R
subsidiary 82,960 110,146
— Hongyan Vietnam Holdings — BEMEERBRA A
Limited and its subsidiaries SRl NC] 8,398 11,389
— HLD (HK) Trading Limited — HLD (HK) Trading Limited 4,395 8,334
— Hualida Vietnam (Quang Ninh) — EFEMRE (BE) R
Holdings Limited and its ERARREKB AR
subsidiary 647 1,843
96,400 131,712
Sales of utilities SHE B) ) Rt
— Xinghong International (Hong — BERBER(EB)EBERR
Kong) Co., Limited and its a & E B AR
subsidiary 5711 26,212
— Hongyan Vietnam Holdings — BEMEERBRA G
Limited and its subsidiaries SR8y =PNC] 782 3,770
— Hualida Vietnam (Quang Ninh) — EREWE (BE)ZER
Holdings Limited and its ERARKEKMBAR
subsidiary 217 1,017
6,710 30,999
Rental income HE WA
— Hongyan Vietnam Holdings — BESEERERA A
Limited and its subsidiaries K E B A 7] 3,737 —
— Xinghong International (Hong — EZBER(EB)ERQ
Kong) Co., Limited and its AIREKBA A
subsidiary 1,638 =
— Hualida Vietnam (Quang Ninh) — ENEME (EE)ER
Holdings Limited and its BRAGMENBA A
subsidiary 291 =
5,666 —
Collections of shareholder loan W 01 % 3R B 7R
— Treasure Reap Limited and its — BEERA A RENEB
subsidiaries NG 1,891 =

214 TEXHONG INTERNATIONAL GROUP LIMITED XUIEIFR&EEAR A



R e MERRME (])

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
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37. RELATED-PARTY TRANSACTIONS (Continued)

(@) Transactions with related parties (Continued)

37.

EHEBMANX S (8)
(a)

HEBATNXS (&)

2025 2024
—E-RE —ENEF
RMB’000 RMB000
ARB¥TFT AREFT
Purchases of goods BEEm
— Xinghong International (Hong — BB (EB)BARA
Kong) Co., Limited and its AREKB AR
subsidiary 102,363 111,951
Purchases of utilities BRI RBE
— HaiHa Industrial Park Vietnam — N TXEREEEER
Limited AN 249,038 209,597
Purchases of services BER®
— Texhong Tan Cang Logistics Joint — KT FE ¥R A &)
Stock Company 59,127 43,452
Purchases of property, plant and BEWZE  WENEE
equipment
— Danasun Energy Hong Kong = %?ﬂ%?‘%ﬁﬁﬂ@ Al &
Limited and its subsidiary Ef B 93,533 —
— Shanghai Hongyun Engineering ~ — _t/iﬂml?iﬁ S AR
Construction Co., Ltd. /NG 5,844 60,423
99,377 60,423
Unwinding of certain acquisition of  f#Rr7E T & E W EE
assets
— HaiHa Industrial Park Vietnam — BN TXERESEER
Limited NG 111,684 =
Fees generated from the certain ETEREEEELNER
returned assets
— HaiHa Industrial Park Vietnam — N TXERBEAR
Limited NS 3,143 29,828
In the opinion of the Company’s directors and the RAREZRAEBNERERR
Group's management, the above related party FHEBAB IR SN BEER
transactions were carried out in the ordinary course of B2 B AR RO GER R
business, and in accordance with the terms of the imﬁ%@xﬁﬁﬂﬁﬂ’]?’*—r HET e

underlying agreements and/or the invoices issued by
the respective parties.
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37. RELATED-PARTY TRANSACTIONS (Continued) 37.

(b) Balance with related parties

EHEBLTNRS (@)
(b) EREEERETT VA ER

2025 2024
—E-RAF —E-NF
RMB’000 RMB000
AR¥TFT ARBFT
Trade receivables FEWE 58
— Xinghong International (Hong — BB (BEB)BRA
Kong) Co., Limited and its AIREKBA R
subsidiary 27,151 30,393
— Hongyan Vietnam Holdings — BEMEERBRA A
Limited and its subsidiary REKB AR 1,083 1,629
— HLD (HK) Trading Limited — HLD (HK) Trading Limited 40 —
— Hualida Vietnam (Quang Ninh) — EFENE (EBE) R
Holdings Limited and its ERARREKB AR
subsidiary 22 54
28,296 32,076
Trade payables FEf & 5 538
— Xinghong International (Hong — BERBER(EB)EBERR
Kong) Co., Limited and its a & E B AR
subsidiary 19,207 14,651
— HaiHa Industrial Park Vietnam — BN ILEEEBEER
Limited NS 9,486 14,219
— Texhong Tan Cang Logistics Joint — XELFEWRIRHD A &)
Stock Company 8,378 7,559
37,071 36,429
Prepayments, deposits and other AT FRIE - e RE M EI
receivables BRK
— Xinghong International (Hong — EZBER(EB)ERQ
Kong) Co., Limited and its AIREKBA A
subsidiary 37,906 38,777
— Jiangsu Dasheng Intelligence — IHANESEREER
Technology Development Co,, BRAGMENBA A
Ltd. and its subsidiary 20,100 20,100
— Treasure Reap Limited and its — EEBERARIRENEB
subsidiaries N A] 17,125 19,433
75,131 78,310
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37. RELATED-PARTY TRANSACTIONS (Continued)

(b)

(c)

Balance with related parties (Continued) (b)

37. EHEBINX S (#)

SRS NS ()

2025 2024
—E-HEF —E -
RMB’000 RMB000
ARB¥TFT AREFT
Accruals and other payables TEIRE A R H b FE A AR K
— HaiHa Industrial Park Vietnam — BN T¥EEBEAR
Limited NG — 33,082
— Shanghai Hongyun Engineering — LS ETIEER AR
Construction Co.,, Ltd. NG| — 5,803
— 38,885
Contract liabilities BHEE
— Xinghong International (Hong — ERBER(EB)ERR
Kong) Co., Limited and its a R EH B AR

subsidiary

214

The amounts due from related parties are unsecured,
interest-free and repayable on demand.

Key management compensation

(c)

FEAR BARSE 0 SRR R R - TEE

RIZEREE -

TEEEASHMH

2025 2024

—E-REF —E -

RMB’000 RMB000

AR¥FiT ARETFT

Salaries, wages and bonuses e LEREA 21,316 11,874
Pension costs — defined RKERA — REHERK

contribution plan &1 21 329 333

Other benefits HAb1aF| 71 89

21,716 12,296
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38. BALANCE SHEET AND RESERVE MOVEMENT 38.

OF THE COMPANY

(a) Balance sheet of the Company

ARANEERBERRRERZD

(a) ARAFAMWEERER

As at 31 December

Rt+=—A=+-—
2025 2024
—EB_RHF —E_MF
RMB'000 RMB000
AREFT ARETF T
ASSETS Y-
Non-current assets FRBEE
Property, plant and equipment M BB KRB 394 448
Investments in subsidiaries RPN F gy 6,167,026 4,125,927
6,167,420 4,126,375
Current assets ENE
Prepayments, deposits and other ﬁﬁ#\ 15 e KA MR
receivables 207 147,619
Due from subsidiaries e lig Bﬁ% A RIE 730,433 2,998,914
Due from related party & Y R Bt 77 5K IR 36,015 36,776
Derivative financial instruments PTESMIT A 11,547 14,351
Cash and cash equivalents RekBeEEY 327,879 278,927
1,106,081 3,476,587
Total assets EEHAR 7,273,501 7,602,962
EQUITY i
Equity attributable to owners of the ZARQTEE ABELERZ
Company
Share capital: nominal value f& A : EE 96,958 96,958
Share premium f& 15 @ (B 462,059 462,059
Other reserves H s 184,464 184,464
Less: treasury shares B BTFERG (3,950) —
Retained earnings 1R & F| 4,437,204 4,199,568
Total equity ERBE 5,176,735 4,943,049
LIABILITIES EF
Non-current liabilities ERBEE
Borrowings == 1,483,828 811,819
1,483,828 811,819
Current liabilities REBEE
Trade and bills payable N8 5 REBERRIE 693 699
Accruals and other payables TEIRBER R HEMERERER 22,371 19,604
Due to subsidiaries JEA Bt JB X B R IE 7,479 646,894
Borrowings BE 529,234 1,140971
Derivative financial instruments PTESRTA 53,160 39,926
612,938 1,848,094
Total liabilities BEAE 2,096,766 2659913
Total equity and liabilities EERAEBEARE 7,273,501 7,602,962
The balance sheet of the Company was approved by ARRBEEBER —TBoREF
the Board of Directors on 26 March 2026 and was A=+ BE=E #EfE - W R
signed on its behalf by: TIHEERREFTGERE -
Hong Tianzhu Zhu Yongxiang AR RKEE
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38. BALANCE SHEET AND RESERVE MOVEMENT

OF THE COMPANY (Continued)

(b)

Reserve movement of the Company

38.

ARANEERBERRFEEED

(%)

(b) ARANFHEEE

Other Retained

reserves earnings

H it & REZEA

RMB'000 RMB'000

AREFT AREFT

At 1 January 2024 RZZEZME—H—H 184,464 3,757,105

Profit for the year FE A = 525,937

Dividend relating to 2024 —EOFZRE — (83,474)
At 31 December 2024 R4

+-A=+—H 184,464 4,199,568

At 1 January 2025 R_ZE-_RF—HF—H 184,464 4,199,568

Profit for the year F A — 321,302

Dividend relating to 2024 ZEFERE — (83,666)
At 31 December 2025 RZEZRF

+=—A=+—8H 184,464 4,437,204
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39. BENEFITS AND INTERESTS OF DIRECTORS

(a)

Directors’ and chief executive’s emoluments

Mr. Zhu Yongxiang is the chief executive officer of the
Group.

For the year ended 31 December 2025, the
remuneration of every director is set out below:

39.

EEENRER
(a) EERTHRARME
RKFERERAEBITHAE -

BHE_Z-_RAF+_-_A=+—8It
FE G BUEENMSOT :

Estimated
money  Employer's
value of  contribution

Discretionary Housing other to benefit
Fees Salaries bonuses allowance benefits scheme Total
HitERz  BEIEA
e ¥&  BERL  GERE AHEREE  HEHR @it
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTL ARETT AREFT ARETT ARETT AREFT ARETZ
Executive Directors: HrES:
Hong Tianzhu (chairman) ERR () - 1,084 1,000 - - 16 2,100
Zhu Yongxiang Rk - 1,084 3,600 - - 16 4,700
Ye Lixin vk - 960 1,430 - 31 131 2,552
Independent Non-executive Directors: BIFHTES:
Shu Wa Tung, Laurence HER 217 - - - - - 217
Tao Xiaoming CEL 163 - - - - - 163
Cheng Longdi RER 135 - - - - - 135
515 3,128 6,030 - 3 163 9,867
For the year ended 31 December 2024, the HE_Z_NF+_A=+—LHF
remuneration of every director is set out below: B BuEssMemT
Estimated Employer's
money  contribution
Discretionary Housing value of to benefit
Name of Director EZER Fees Salaries bonuses allowance  other benefits scheme Total
EtERZ  EZER
ik &  BERA  RERY MeBEE  HEHR st
RMB 00O RMB00O RMB00O RMB00O RMB00O RMBO0O RMBOOO
ANREFT AREFT AREFT AREFT AREFr ARETT ARETRH
Executive Directors: HiTES:
Hong Tianzhu (chairman) EAR () = 1018 781 = = 3 1,802
Zhu Yongxiang Fok# — 973 3000 — 28 106 4107
Ye Lixin* 308 — 581 622 — 18 77 1,298
Independent Non-executive Directors: BUFuTES:
Shu Wa Tung, Laurence HER 204 — — — — — 204
Tao Xiaoming CELE! 167 = = = = = 167
Cheng Longdi 2ER 139 = = = = — 139
510 257 4403 — 4 18 7717
@ Mr. Ye Lixin, was appointed as Executive Director on * EUMEER-_T-_NFRAZ
27 May 2024 THERABZEARNITES -

For the year ended 31 December 2025 and 2024,
emoluments paid or payable in respect of a person’s
services as a director, whether of the Company or its
subsidiary undertaking, are set out as above.
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e MW= (]R)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2025
BE-_T-_AF+-_A=1+—HILEE

39. BENEFITS AND INTERESTS OF DIRECTORS
(Continued)

(b)

(c)

(d)

(e)

Directors’ retirement and termination benefits

None of the directors received or will receive any
retirement benefits or termination benefits during the
year.

Consideration provided to third parties for making
available directors’ services

The Group did not pay consideration to any third
parties for making available directors’ services during
the year.

Information about loans, quasi-loans and other
dealings in favour of directors, controlled bodies
corporate by and connected entities with such
directors

No loans, quasi-loans and other dealings were made
available in favour of directors, controlled bodies
corporate by and connected entities with such directors
subsisted at the end of the year or at any time during
the year.

Directors’ material interests in transactions,
arrangements or contracts

No significant transactions, arrangements and contracts
in relation to the Group's business to which the
Company was a party and in which a director of the
Company had a material interest, whether directly or
indirectly, subsisted at the end of the year or at any
time during the year.

39. EEEARER @)

(b)

(c)

(d)

(e)

ESRARKLEERER
FA BEEFCKABSRESEE
AR ERN R I EAREF -

REHESHREAF=STREH2K
&

FR - AREHERREHRESRS
EHERIE =7 XN HRME -

FRUES HIZiEMUHEHBEE
ERASHEAZER  XHENRH
b3 5 & K

R R AE ] B LS 17 4 A
Ex HEXEZEREBEERR
EMAZER - EERREMRS -

EENXS  RUIGHZERE
=
ARrET T EASEEBKE
B MARREFERXHEERR
B Rz BN F R F AEMR A E
FBBIZEARS RERAK -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2025
BT RE+-_A=t+—HItFE

40. PRINCIPAL SUBSIDIARIES 40. T EHBE QT
TRIWRAEBEE_E_AF+_A
=S+—AMEEMBAR (BAELT)

The following is a list of the Group’s principal subsidiaries, all
of which are unlisted, as of 31 December 2025:

Particulars of

Place and date of incorporation and  Principal activities and issued share capital or

Name of subsidiary form of legal entity place of operations paid-in capital Interest held
S EHR AR BRTRAS
WEAREE EEERER TEXBREELE ARSI Fifs s
Directly held:
EEER:
Texhong Textile Holdings Limited British Virgin Islands Investment holding in British USD100 and 100%
26 May 2004, Virgin Islands HKD473,800,000
limited liability company
RGHHERERAT EERLEE —TTRF REBRZBEREER 100% TR 100%
BAZ+/RA  BEREERH 4738000007 7T
Sunray International Holdings Limited British Virgin Islands Investment holding in British UsD1 100%
21 January 2005, Virgin Islands
limited liability company
HHERERERAR RERNES —2%HF REBRZBEREER 17T 100%
—AZ+—R BRELEAR
Renze Investment Limited British Virgin Islands, Investment holding in British USD50,000 100%
6 September 2006, Virgin Islands
limited liability company
CEREBRAA RERRES —ZT3/F REBRRZEERARR 50,000 7T 100%
NAARE  BEREERA
Prosperous Time Holdings Limited British Virgin Islands, Investment holding in British UsD100 100%
12 May 2015, Virgin Islands
limited liability company
HRERERAR RERRES —2-1F REBRZBEREER 1007 100%
FA+=R  AREEAR
Winnitex International Group Limited British Virgin Islands, Investment holding in British UsD250 90%
8 November 2018, Virgin Islands
limited liability company
EXBERERERANA RERREE —2-0\F REBRZBEREER 250%TT 90%
+—ANB  BEREEAR
Indirectly held:
BEEs:
Jiangsu Century Textile Co,, Ltd. Xuzhou, Mainland China, 6 June 2000, ~ Manufacturing and sales of USD15,000,000 100%
limited liability company yams, grey fabrics, dyed
clothes and dress;
processing of cotton in
Mainland China
IHERHBERAR REABRN  —TTTEF RPERMEEREEY R - 15,000,0003 7T 100%
ANARE  BREARR 0~ 0 RBRE  ARTEAD
I
Nantong Century Textile Co,, Ltd. Nantong, Mainland Manufacturing and sales of USD8,500,000 100%
China, 7 June 2002, yams, grey fabrics and dyed
limited liability company fabrics in Mainland China
HRLEHEERAR TEAMEE —FF-F RABERBEEREEYR - 850000057 100%

ANALR BRAARAA
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2025
HE_T-_AFt+-A=1T—HILEE

40. PRINCIPAL SUBSIDIARIES (Continued) 40. FEHB AT (&)

Place and date of incorporation and

Principal activities and

Particulars of
issued share capital or

Name of subsidiary form of legal entity place of operations paid-in capital Interest held
MR IR B BER BRTRAS
WEAREHE EEERER TEXBREELE ARSI Fis s
Xuzhou Yinfeng Textile Co,, Ltd. Xuzhou, Mainland Manufacturing and sales of USD7,800,000 100%
China, 12 May 2004, yams, grey fabrics, clothes
limited liability company and dyed fabrics in Mainland
China
BHBELHHEERAT REABRN - —TTNE WP BEIPESEER HEDR - 78000005 7T 100%
EA+ZH BREARA A - R R
Xuzhou Times Textile Co,, Ltd. Xuzhou, Mainland Manufacturing and sales of top- USD43,000,000 100%
China, 29 December grade yarns, thread, grey
2004, limited liability company fabrics, textile knitting
products, and garments in
Mainland China
BMNBERGHARDF RERBIRIN - —TENE RO BIPEE R HERRY 43,000000% 7 100%
TZAZTNA  EREEAR B8 Eh - HREG
EERRRK
Texhong (China) Investment Co,, Ltd. Shanghai, Mainland China, 21 June Investment holding and trading USD100,000,000 100%
2005, Limited liability company of textile products in
Mainland China
R (FE)REBBRA HEANG LS —ZTREF REERRNHERBEES 100,000,000 7T 100%
NAZT—B BREERARA BER
Xuzhou Yinyu Textile Co, Ltd. Xuzhou, Mainland China, 30 March 2006, ~ Manufacturing top-grade yarns, USD20,500,000 100%
limited liability company thread, grey fabrics, dresses,
in Mainland China
BHNEFHEERAT RERBHRN - ZTEREF RPBERBEERRY S 20,500,000% 7T 100%
=ZRA=+H BREFRAA 5 AhRRE
Sunray International Holdings Limited and its subsidiary British Virgin Islands, Trading in Macao UsD1 100%
21 January 2005,
limited liability company
HHERERERA T REAMBAR RERLEHS —TTHF WEFIE 5 157 100%
—A=+—H ' BEREEAR
Changzhou Hongwei Textile Co, Ltd. Changzhou, Mainland China, 1 January ~ Manufacturing and sales of RMB53,145,000 100%
1979, limited liability company textile, decoration and
garment in Mainland China
BNIROEERRF FERBEN  —ALFE WA B A EE R HE SR AR ¥53,145,0007C 100%
—A—R BREALRA o HiR R R
Renze Investment Limited and its subsidiary British Virgin Islands, Manufacturing of yam in USD50,000 100%
6 September 2006, Vietnam
limited liability company
CERBERARARAMBAR RERTES —ZERF REERED R 50,000% 7 100%
NAKRE  BEREERRA
Weishan Hongwei Textile Technology Limited Shandong, Mainland Manufacturing and sales of RMB58,000,000 100%
China, 12 April 2018, yarns in Mainland China
limited liability company
MLIRHENRERAR FERBLR  —B-N\F ERBERMEEREED R AR ¥58,0000007C 100%

mA+=R AREERH
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2025
BT RE+-_A=t+—HItFE

40. PRINCIPAL SUBSIDIARIES (Continued) 40. FEHBE AT (&)

Place and date of incorporation and

Principal activities and

Particulars of

issued share capital or

Name of subsidiary form of legal entity place of operations paid-in capital Interest held
MR IR AR BRTRAS
WEAREE EEERER TEXBREELE ARSI Fifs s
TVN Investment Limited and its subsidiary British Virgin Islands, Manufacturing of yam in UsD100 100%
14 February 2011, limited liability Vietnam
company
TVN Investment Limited & £ Kt B 22 &) EERZEE —T——F N EEEY & 1007 100%
ZA+tHlA  EREEARE
Shandong Hongwei Textile Co, Ltd. Shandong, Mainland Manufacturing and sales of RMB700,000,000 100%
China, 1 May 2004, yarns in Mainland China
limited liability company
LRI EGHBERAR REAMILR  —FFNF R B R EE RHED R AR #700,000,0007C 100%
hA—-RB BREALH
Yinguang Technology British Virgin Islands, Manufacturing of yarns, grey UsD100 100%
Holdings Limited and its subsidiary 16 November 2010, limited liability fabrics,garments and dyed
company fabrics in Vietnam
BRBEERERARREMBAA RERREE —2-FF NHERSEYR £ KK 10057 100%
+—A+7B EREEAR e
Shandong Lanyan Textiles Co., Ltd. Shandong, Mainland Manufacturing of yarns, grey USD3,000,000 100%
China, 21 August 2015, fabrics, garments in
limited liability company Mainland China
LWRBESBREERA A RENINE  —B-0F RABERBEEDSR - EH R 3,000,000 7T 100%
NAZ+—R BREEAR PR
Changzhou Grand Textile Co,, Ltd. Changzhou, Mainland China, August Trading of textile products in USD19,500,000 100%
2016, limited liability company Mainland China
FMERHBERAF REABEN  ZT—RF RPBERLEENSER 19,500,000% 7T 100%
NR - EREEAR
Taizhou Hongwei Textile Co,, Ltd. Taizhou, Mainland China, 23 April 2002,  Manufacturing and sales of USD18,580,000 100%
limited liability company industrial-use textile
products and top-grade
blended-spinning in
Mainland China
EMLEGHERAR TERBEN  —FE=F R EREEREE XA 18,580,000% 7T 100%
MA=+=H ' EREAEAR HEERRERESM
Nantong Hongwei Textile Co,, Ltd. Nantong, Mainland Manufacturing and sales of UsD13,500,000 100%
China, 20 May 2004, garment, textile knitting
limited liability company products and yarns in
Mainland China
HRIENBERAH TEANEE —TTNF RPEREEREERK - 13,500,000% 7T 100%
BAZ1EB BEREARA DEEREERRYR
Shandong Lanyan Jeanswear Co,, Ltd. Shandong, Mainland Manufacturing of yams, grey USD1,000,000 100%
China, 21 August 2015, fabrics, garments in
limited liability company Mainland China
IRBEFFREBB AR REAMILE  —T-RF RPBERMEEDE R 10000005 7 100%

NAZ+—RB BEREARA
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2025
HE_Z-_RAF+-_A=+T—HIEE

40. PRINCIPAL SUBSIDIARIES (Continued)

40. T EMBEATE (&)

Place and date of incorporation and

Principal activities and

Particulars of
issued share capital or

Name of subsidiary form of legal entity place of operations paid-in capital Interest held
HMAIL KR AR BRTRAS
WEAREHE EEERER TEXBREELE ARSI Fis s
Xuzhou Hongwei Intelligence Textile Co,, Ltd. Xuzhou, Mainland Manufacturing of yarns in USD100,000,000 100%
China, 25 May 2017, Mainland China
limited liability company
BNIEBRABERAR REABEN . —F-1F R BRI EED & 100000,000% 7 100%
FAZ+EA ERELEAR
Texhong Textile Nantong Limited and its subsidiaries British Virgin Islands, 14 March 2007, Manufacturing and sales of top- USD50,000 100%
limited liability company grade textile products and
garments in Mainland China
RAHBEBERRARANBAR RERREE —2%LF EPENEEERHERRS 500007 100%
=AtWmE  EREAERA BERRKR
Winnitex Holdings Limited and its subsidiary British Virgin Islands, 10 February 2003,  Sales of woven garment fabrics USD10,000 90%
limited liability company in Hong Kong
BEERBEBRAAREMBAR RERXAES —ZTT=F EEBHERBER 10000 7T 90%
ZRAtR BREEAR
Zhejiang Qing Mao Weaving, Dyeing & Printing Co, Ltd. Shaoxing, Mainland Manufacturing of cotton and USD2,000,000 90%
China, 1 October 2002 cotton blend yams, greige,
limited liability company dyed and finished woven
fabrics in Mainland China
HLERGBEFERAR TEAMAR —FR-F EHBIP ESE AR A RRR 200000057 90%
TA—H BREEARR Wi EH - RERER
#
Precious Cypress Limited and its subsidiaries British Virgin Islands, 16 March 2018, Sales of denim fabrics and Usb10,000 65%
incorporated company apparel in USA
Precious Cypress Limited 5 £ Fi B 2 &) KERRES T \F EXBEHEFFENRRE 10000%7T 65%
=ZRT/RB ROBRAA
The above table lists the subsidiaries of the Group which, in RV ESRAETEZEALASEXE

the opinion of the directors, principally affected the results or
assets of the Group. To give details of other subsidiaries
would, in the opinion of the directors, result in particulars of

excessive length.

Texhong (China) Investment Co., Ltd. is a wholly foreign
owned investment holding company incorporated in

Mainland China.

None of the above subsidiaries had any loan capital in issue at
any time during year ended 31 December 2025 (2024: None).

The English names of certain subsidiaries established in
Mainland China represent the best effort by the Group's
management to translate their Chinese names, as they do not

have official English names.

HEENAKENBAR - EERARMH
HMBRRANENBERRERANIT
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2025
BE_ZT-_AFT+-A=+—HBILFE

41. OTHER POTENTIALLY MATERIAL
ACCOUNTING POLICIES

41.1 Principles of consolidation and equity accounting
subsidiaries

(a)

(b)

Subsidiaries

Subsidiaries are all entities (including structured
entities) over which the Group has control. The
Group controls an entity when the Group is
exposed to, or has rights to, variable returns from
its involvement with the entity and has the ability
to affect those returns through its power over the
entity. Subsidiaries are consolidated from the date
on which control is transferred to the Group.
They are deconsolidated from the date that
control ceases.

Intra-group transactions, balances and unrealised
gains on transactions between group companies
are eliminated. Unrealised losses are also
eliminated unless the transaction provides
evidence of an impairment of the transferred
asset. When necessary, amounts reported by
subsidiaries have been adjusted to conform with
the Group's accounting policies.

Non-controlling interests in the results and equity
of subsidiaries are shown separately in the
consolidated statement of profit or loss,
consolidated statement of comprehensive
income, consolidated statement of change in
equity and consolidated balance sheet
respectively.

Associates

Associates are all entities over which the Group
has significant influence but not control or joint
control. This is generally the case where the
Group holds between 20% and 50% of the voting
rights. Investments in associates are accounted
for using the equity method of accounting.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2025
HE_Z-_RAF+-_A=+T—HIEE

41. OTHER POTENTIALLY MATERIAL
ACCOUNTING POLICIES (Continued)

41.1 Principles of consolidation and equity accounting
subsidiaries (Continued)

(c)

(d)

Joint arrangements

The Group has applied HKFRS 11 to all joint
arrangements. Under HKFRS 11 investments in
joint arrangements are classified as either joint
operations or joint ventures depending on the
contractual rights and obligations of each
investor. The Group has assessed the nature of its
joint arrangements and determined them to be
joint ventures.

Interests in joint ventures are accounted for using
the equity method, after initially being
recognized at cost in the consolidated balance
sheet.

Equity method

Under the equity method of accounting, the
investments are initially recognized at cost and
adjusted thereafter to recognize the Group's
share of the post-acquisition profits or losses of
the investee in profit or loss, and the Group's
share of movements in other comprehensive
income (“OCl") of the investee in OCI. Dividends
received or receivable from associates are
recognized as a reduction in the carrying amount
of the investment.

Where the Group's share of losses in an
equity-accounted investment equals or exceeds
its interest in the entity, including any other
unsecured long-term receivables, the Group does
not recognize further losses, unless it has
incurred obligations or made payments on behalf
of the other entity.

Unrealised gains on transactions between the
Group and its associates are eliminated to the
extent of the Group’s interest in these entities.
Unrealised losses are also eliminated unless the
transaction provides evidence of an impairment
of the asset transferred. Accounting policies of
equity accounted investees have been changed
where necessary to ensure consistency with the
policies adopted by the Group.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2025
BHE_T-_AF+-A=1+—HILEFE

41. OTHER POTENTIALLY MATERIAL
ACCOUNTING POLICIES (Continued)

41.1 Principles of consolidation and equity accounting
subsidiaries (Continued)

(d)

(e)

(f)

Equity method (Continued)

The Group determines at each reporting date
whether there is any objective evidence that the
investment in an associate is impaired. If this is
the case, the Group calculates the amount of
impairment as the difference between the
recoverable amount of the associate and its
carrying value and recognizes the amount
adjacent to ‘share of net losses of associates’ in
consolidated statement of profit or loss.

Changes in ownership interests in
subsidiaries without change of control

Transactions with non-controlling interests that
do not result in loss of control are accounted for
as equity transactions — that is, as transactions
with the owners in their capacity as owners. The
difference between the amount of the
adjustment to non-controlling interests and any
consideration paid or received is recorded in
equity.

Disposal of subsidiaries, associates and joint
arrangements

When the Group ceases to have control, any
retained interest in the entity is remeasured to its
fair value at the date when control is lost, with
the change in carrying amount recognized in
profit or loss. The fair value is the initial carrying
amount for the purposes of subsequently
accounting for the retained interest as an
associate, joint venture or financial asset. In
addition, any amounts previously recognized in
other comprehensive income in respect of that
entity are accounted for as if the Group had
directly disposed of the related assets or
liabilities. This may mean that amounts previously
recognized in other comprehensive income are
reclassified to profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2025
HE_Z-_RAF+-_A=+T—HIEE

41.

OTHER POTENTIALLY MATERIAL
ACCOUNTING POLICIES (Continued)

41.2 Business combinations

The Group applies the acquisition method to account
for business combinations. The consideration transferred
for the acquisition of a subsidiary comprises the fair
values of the assets transferred, the liabilities incurred to
the former owners of the acquiree, the equity interests
issued by the Group, fair value of any asset or liability
resulting from a contingent consideration arrangement
and fair value of any pre-existing equity interest in the
subsidiary. Identifiable assets acquired and liabilities and
contingent liabilities assumed in a business
combination are measured initially at their fair values at
the acquisition date.

The Group recognizes any non-controlling interest in
the acquiree on an acquisition-by-acquisition basis.
Non-controlling interests in the acquiree that are
present ownership interests and entitle their holders to
a proportionate share of the entity’s net assets in the
event of liquidation are measured at either fair value or
the present ownership interests’ proportionate share in
the recognized amounts of the acquiree’'s net
identifiable assets. All other components of
non-controlling interests are measured at their
acquisition date fair value, unless another measurement
basis is required by HKFRS.

Acquisition-related costs are expensed as incurred.

If the business combination is achieved in stages, the
acquisition date carrying value of the acquirer's
previously held equity interest in the acquiree is
remeasured to fair value at the acquisition date; any
gains or losses arising from such remeasurement are
recognized in profit or loss.

Contingent consideration is classified either as equity or
a financial liability. Amounts classified as a financial
liability are subsequently remeasured to fair value, with
changes in fair value recognized in profit or loss.
Contingent consideration that is classified as equity is
not remeasured, and its subsequent settlement is
accounted for within equity.
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41.

OTHER POTENTIALLY MATERIAL
ACCOUNTING POLICIES (Continued)

41.2

41.3

Business combinations (Continued)

The excess of the consideration transferred, the amount
of any non-controlling interest in the acquiree and the
acquisition-date fair value of any previous equity
interest in the acquiree over the fair value of the net
identifiable assets acquired is recorded as goodwill. If
the total of consideration transferred, non-controlling
interest recognized and previously held interest
measured is less than the fair value of the net assets of
the subsidiary acquired in the case of a bargain
purchase, the difference is recognized directly in the
consolidated income statement.

Intra-group transactions, balances and unrealised gains
on transactions between group companies are
eliminated. Unrealised losses are also eliminated unless
the transaction provides evidence of an impairment of
the transferred asset. When necessary, amounts
reported by subsidiaries have been adjusted to conform
with the Group’s accounting policies.

Separate financial statements

Investments in subsidiaries are accounted for at cost
less impairment. Cost also includes direct attributable
costs of investment. The results of subsidiaries are
accounted for by the company on the basis of dividend
received and receivable.

Impairment testing of the investments in subsidiaries is
required upon receiving a dividend from these
investments if the dividend exceeds the total
comprehensive income of the subsidiary in the period
the dividend is declared or if the carrying amount of
the investment in the separate financial statements
exceeds the carrying amount in these consolidated
financial statements of the investee’s net assets
including goodwill.

Impairment testing of the investments in subsidiaries is
also required according to Note 41.8.
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41.

OTHER POTENTIALLY MATERIAL
ACCOUNTING POLICIES (Continued)

41.4 Segment reporting

Operating segments are reported

in a manner

consistent with the internal reporting provided to the
chief operating decision-maker. The chief operating

decision-maker,

who is responsible for allocating

resources and assessing performance of the operating
segments, has been identified as the Committee of
Executive Directors of the Company that makes
strategic decisions.

Foreign currency translation

(a)

(b)

Functional and presentation currency

[tems included in the financial statements of each
of the Group’s entities are measured using the
currency of the primary economic environment in
which the entity operates (the “functional
currency”). These consolidated financial
statements are presented in RMB, which is the
Company’s functional and the Group’'s
presentation currency.

Transactions and balances

Foreign currency transactions are translated into
the functional currency using the exchange rates
prevailing at the dates of the transactions or
valuation where items are remeasured. Foreign
exchange gains and losses resulting from the
settlement of such transactions and from the
translation at year-end exchange rates of
monetary assets and liabilities denominated in
foreign currencies are recognized in the
consolidated statement of comprehensive
income.

Foreign exchange gains and losses that relate to
borrowings and cash and cash equivalents are
presented in the consolidated income statement
within ‘finance costs — net’. All other foreign
exchange gains and losses are presented in the
consolidated income statement within ‘other
losses — net’.
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41.

232 TEXHONG INTERNATIONAL GROUP LIMITED XIIEIMEEERATA

OTHER POTENTIALLY MATERIAL
ACCOUNTING POLICIES (Continued)

41.5 Foreign currency translation (Continued)

(b) Transactions and balances (Continued)

Non-monetary items that are measured at fair
value in a foreign currency are translated using
the exchange rates at the date when the fair
value was determined. Translation differences on
assets and liabilities carried at fair value are
reported as part of the fair value gain or loss. For
example, translation differences on non-monetary
assets and liabilities such as equities held at fair
value through profit or loss are recognized in
profit or loss as part of the fair value gain or loss
and translation differences on non-monetary
assets such as equities classified as fair value
through other comprehensive income are
recognized in other comprehensive income.

(c) Group companies

The results and financial position of all the
Group's entities (none of which has the currency
of a hyperinflationary economy) that have a
functional currency different from the
presentation currency are translated into the

presentation currency as follows:

(i) assets and liabilities for each balance sheet
presented are translated at the closing rate
at the date of that balance sheet;

(i) income and expenses for each consolidated
income statement are translated at average
exchange rates (unless this average is not a
reasonable approximation of the
cumulative effect of the rates prevailing on
the transaction dates, in which case
income and expenses are translated at the
rate on the dates of the transactions); and

(i) all resulting currency translation differences
are recognized in other comprehensive

income.
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41. OTHER POTENTIALLY MATERIAL
ACCOUNTING POLICIES (Continued)

41.5 Foreign currency translation (Continued)

(c) Group companies (Continued)

On consolidation, exchange differences arising
from the translation of any net investment in
foreign entities, and of borrowings and other
financial instruments designated as hedges of
such investments, are recognized in other
comprehensive income. When a foreign
operation is sold or any borrowings forming part
of the net investment are repaid, the associated
exchange differences are reclassified to profit or
loss, as part of the gain or loss on sale.

Goodwill and fair value adjustments arising on
the acquisition of a foreign entity are treated as
assets and liabilities of the foreign entity and
translated at the closing rate. Currency translation
differences arising are recognized in other
comprehensive income.

41.6 Investment property

Property that is held for long-term rental yields or for
capital appreciation or both, and that is not occupied
by the companies in the Group, is classified as
investment property. Investment property also includes
property that is being constructed or developed for
future use as investment property.

Investment property is measured initially at its cost,
including related transaction costs and where
applicable borrowing costs (Note 41.18). Subsequent to
initial recognition, investment properties are stated at
cost less subsequent accumulated depreciation and any
accumulated impairment losses. Depreciation is
recognized so as to write off the cost of investment
properties over their estimated useful lives and after
taking into account of their estimated residual value,
using the straight-line method.

An item of investment properties is derecognized upon
disposal or when no future economic benefits is
expected to arise from the continued use of the asset.
Any gain or loss arising on derecognition of the asset
(calculated as the difference between the net disposal
proceeds and the carrying amount of the item) is
included in the consolidated statement of profit or loss
in the period in which the item is derecognized.
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41.

OTHER POTENTIALLY MATERIAL
ACCOUNTING POLICIES (Continued)

41.7 Property, plant and equipment

The Group's accounting policy for buildings is explained
in Note 14. All other property, plant and equipment are
stated at historical cost less depreciation. Historical cost
includes expenditure that is directly attributable to the
acquisition of the items.

Subsequent costs are included in the asset’s carrying
amount or recognized as a separate asset, as
appropriate, only when it is probable that future
economic benefits associated with the item will flow to
the Group and the cost of the item can be measured
reliably. The carrying amount of the replaced part is
derecognized. All other repairs and maintenance are
charged to the consolidated income statement during
the financial period in which they are incurred.

The assets’ residual values and useful lives are reviewed,
and adjusted if appropriate, at the end of each
reporting period.

An asset’s carrying amount is written down
immediately to its recoverable amount if the asset's
carrying amount is greater than its estimated
recoverable amount (Note 41.8).

Gains and losses on disposals are determined by
comparing the proceeds with the carrying amount and
are recognized within ‘other losses — net’ in the
consolidated income statement. When revalued assets
are sold, the amounts included in revaluation reserve
are transferred to retained earnings.

Construction-in-progress, representing buildings on
which construction work has not been completed and
machinery pending installation, is stated at cost, which
includes construction expenditures incurred, cost of
machinery, interest capitalised and other direct costs
capitalised during the construction and installation
period, less accumulated impairment losses, if any. No
depreciation is provided in respect of
construction-in-progress until the construction and
installation work is completed and put into use. On
completion, construction-in-progress is transferred to
appropriate categories of property, plant and
equipment.
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41.

OTHER POTENTIALLY MATERIAL
ACCOUNTING POLICIES (Continued)

41.8

Impairment of investments in subsidiaries,
associates, joint ventures and non-financial assets

Assets that have an indefinite useful life are not subject
to amortisation and are tested annually for impairment.
Assets that are subject to amortisation are reviewed for
impairment whenever events or changes in
circumstances indicate that the carrying amount may
not be recoverable. An impairment loss is recognized
for the amount by which the asset's carrying amount
exceeds its recoverable amount. The recoverable
amount is the higher of an asset’s fair value less costs
to sell and value in use. For the purposes of assessing
impairment, assets are grouped at the lowest levels for
which there are separately identifiable cash flows
(cash-generating units). Non-financial assets other than
goodwill that suffered an impairment are reviewed for
possible reversal of the impairment at each reporting
date.

Financial assets
41.9.1 Classification

The Group classifies its financial assets in the
following measurement categories:

those to be measured subsequently at fair
value (either through other comprehensive
income (OCl) or through profit or loss),
and

those to be measured at amortised cost.

The classification depends on the entity’s
business model for managing the financial assets
and the contractual terms of the cash flows.

For assets measured at fair value, gains and
losses will either be recorded in profit or loss or
OCl. For investments in equity instruments that
are not held for trading, this will depend on
whether the Group has made an irrevocable
election at the time of initial recognition to
account for the equity investment at FVOCI.

The Group reclassifies debt investments when
and only when its business model for managing
those assets changes.
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41.

OTHER POTENTIALLY MATERIAL
ACCOUNTING POLICIES (Continued)

41.9 Financial assets (Continued)

41.9.2

41.9.3

Recognition and derecognition

Regular way purchases and sales of financial
assets are recognized on trade-date, the date on
which the Group commits to purchase or sell the
asset. Financial assets are derecognized when the
rights to receive cash flows from the financial
assets have expired or have been transferred and
the Group has transferred substantially all the
risks and rewards of ownership.

Measurement

At initial recognition, the Group measures a
financial asset at its fair value plus, in the case of
a financial asset not at FVPL, transaction costs
that are directly attributable to the acquisition of
the financial asset. Transaction costs of financial
assets carried at FVPL are expensed in profit or
loss.

Financial assets with embedded derivatives are
considered in their entirety when determining
whether their cash flows are solely payment of
principal and interest.

Debt instruments

Subsequent measurement of debt instruments
depends on the Group's business model for
managing the asset and the cash flow
characteristics of the asset. There are three
measurement categories into which the Group
classifies its debt instruments:

Amortised cost: Assets that are held for
collection of contractual cash flows where
those cash flows represent solely payments
of principal and interest are measured at
amortised cost. Interest income from these
financial assets is included in finance
income using the effective interest rate
method. Any gain or loss arising on
derecognition is recognized directly in
profit or loss and presented in other
(losses)/gains together with foreign
exchange gains and losses. Impairment
losses are presented as separate line item
in the statement of profit or loss.
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41.

OTHER POTENTIALLY MATERIAL

ACCOUNTING POLICIES (Continued)

41.9 Financial assets (Continued)
41.9.3 Measurement (Continued)

Debt instruments (Continued)
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41.

OTHER POTENTIALLY MATERIAL
ACCOUNTING POLICIES (Continued)

41.9 Financial assets (Continued)

41.9.3

41.9.4

Measurement (Continued)
Equity instruments

The Group subsequently measures all equity
investments at fair value. Where the Group's
management has elected to present fair value
gains and losses on equity investments in OCl,
there is no subsequent reclassification of fair
value gains and losses to profit or loss following
the derecognition of the investment. Dividends
from such investments continue to be recognized
in profit or loss as other income when the
Group's right to receive payments is established.

Changes in the fair value of financial assets at
FVPL are recognized in other gains/(losses) in the
statement of profit or loss as applicable.
Impairment losses (and reversal of impairment
losses) on equity investments measured at FVOCI
are not reported separately from other changes in
fair value.

Impairment

The Group assesses on a forward looking basis
the expected credit losses associated with its
debt instruments carried at amortised cost and
FVOCI. The impairment methodology applied
depends on whether there has been a significant
increase in credit risk.

For trade receivables, the Group applies the
simplified approach permitted by HKFRS 9, which
requires expected lifetime losses to be
recognized from initial recognition of the
receivables, see Note 21 for further details.
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41.

OTHER POTENTIALLY MATERIAL
ACCOUNTING POLICIES (Continued)

41.10 Offsetting financial instruments

Financial assets and liabilities are offset and the net
amount is reported in the balance sheet when there is
a legally enforceable right to offset the recognized
amounts and there is an intention to settle on a net
basis, or realise the asset and settle the liability
simultaneously. The legally enforceable right must not
be contingent on future events and must be
enforceable in the normal course of business and in the
event of default, insolvency or bankruptcy of the
Company or the counterparty.

41.11 Derivative financial instruments

Derivatives are initially recognized at fair value on the
date a derivative contract is entered into and are
subsequently remeasured to their fair value at the end
of each reporting period. The method of recognising
the resulting gain or loss depends on whether the
derivative is designated as a hedging instrument, and if
so, the nature of item being hedged. Derivative
instruments held by the Group do not qualify for hedge
accounting and are accounted for at fair value through
profit or loss. Changes in fair value of these derivative
instruments that do not qualify for hedge accounting
are recognized immediately in the consolidated income
statement within other gains/(losses).

41.12 Government grants/subsidies

Grants/subsidies from government authorities are
recognized at their fair value where there is a
reasonable assurance that the grant/subsidies will be
received and the Group will comply with all attached
conditions.

Government grants/subsidies relating to assets are
presented in the balance sheet by deducting the grant
in arriving at the carrying amount of the asset.

Government grants/subsidies relating to compensation
for relocation are deferred and recognized in the
consolidated income statement over the period when
the relocation takes place.

4. HitBEEBSTTHE @)

MI0EHEMTE

EAAAERBRBIMITENEHCD R
R VTABERFHELEEE
XAKEREEREEARRK &
MEERBGBEAERENE  YEE
ERBEREREWER -AUAZER
BTN A FEURI R K E MW
T BATE —MREFBIET AR
ARRFEFH —BEHBRARE
AR BB B RE 7 SRR E By AT 98 A
1T °

NNMTEESMTE

TETARIRALITETRAGHK
ERREATERR  HENE®RE
HREBFAEEEQTE - AR
BRETE  BARITATARST
RES/LHPTARMBE A TA
ABURR A RIRA HE - N&EH
FEZTETAS A hEst
FTEEPTET & - WAL D FER
AB@IIE o AR S E G
MTETAMRFEES  SHK
RiFaER T s (EBE)

MNI2B B Rk

R Al & I E AN 5 B IS IR
FI#IBh,fRL - AR A A A
Z &M BUSHB),#RE AR A
ERARK -

HEERBIBTHE) IR
R AL EEREERESR
EREXRZEY -

B BB B E B 4 B, LR
FERETE - W B HETT < BRI AR
Bl R ER -

2025 ANNUAL REPORT —Z-HEFH 239



e M B RERME (8)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2025
BHE_T-_AF+-A=1+—HILEFE

41. OTHER POTENTIALLY MATERIAL
ACCOUNTING POLICIES (Continued)

41.13Trade and other receivables

Trade receivables are amounts due from customers for
merchandise sold in the ordinary course of business. If
collection of trade and other receivables is expected in
one year or less (or in the normal operating cycle of the
business if longer), they are classified as current assets.
If not, they are presented as non-current assets.

Trade and other receivables are recognized initially at
the amount of consideration that is unconditional
unless they contain significant financing components,
when they are recognized at fair value. The Group
holds the trade and other receivables with the
objective of collecting the contractual cash flows and
therefore measures them subsequently at amortised
cost using the effective interest method.

41.14 Cash and cash equivalents

In the consolidated cash flow statement, cash and cash
equivalents include cash in hand and deposits held at
call with banks, other short-term, highly liquid
investments with original maturities of three months or
less that are readily convertible to known amounts of
cash and which are subject to an insignificant risk of
changes in value.

41.15Trade and other payables

Trade payables are obligations to pay for goods or
services that have been acquired in the ordinary course
of business from suppliers. Trade and other payables
are classified as current liabilities if payment is due
within one year or less (or in the normal operating
cycle of the business if longer). If not, they are
presented as non-current liabilities.

Trade and other payables are recognized initially at fair

value and subsequently measured at amortised cost
using the effective interest method.
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e MW= (]R)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2025
HE_Z-_RAF+-_A=+T—HIEE

41.

OTHER POTENTIALLY MATERIAL
ACCOUNTING POLICIES (Continued)

41.16 Supply chain financing

Supply chain financing is referred to as reverse
factoring. It involves three parties: a supplier who
supplies goods; the Group; and a bank or financier. The
bank offers to facilitate payments of the trade payables
arising between the Group and supplier, and it might
provide finance so that the supplier can be paid earlier
(and/or the buyer can pay later) than the normal due
date of the trade payables.

The Group applies HKFRS 9's derecognition
requirements when assessing whether and when to
derecognize the trade payable. The Group derecognizes
trade payables, recognizes a new financial liability at fair
value, and recognizes a gain or loss based on the
difference between the carrying amount of the original
financial liability and the fair value of the new financial
liability based on management assessment.

41.17 Borrowings

Borrowings are recognized initially at fair value, net of
transaction costs incurred. Borrowings are subsequently
carried at amortised cost; any difference between the
proceeds (net of transaction costs) and the redemption
value is recognized in the consolidated income
statement over the period of the borrowings using the
effective interest method.

Borrowings are classified as current liabilities unless, at
the end of the reporting period, the Group has a right
to defer settlement of the liability for at least 12
months after the reporting period.

Covenants that the Group is required to comply with,
on or before the end of the reporting period, are
considered in classifying loan arrangements with
covenants as current or non-current. Covenants that the
Group is required to comply with after the reporting
period do not affect the classification at the reporting
date.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2025
BHE_T-_AF+-A=1+—HILEFE

41. OTHER POTENTIALLY MATERIAL
ACCOUNTING POLICIES (Continued)

41.18 Borrowing costs

General and specific borrowing costs directly
attributable to the acquisition, construction or
production of qualifying assets, which are assets that
necessarily take a substantial period of time to get
ready for their intended use or sale, are added to the
cost of those assets, until such time as the assets are
substantially ready for their intended use or sale.

Investment income earned on the temporary
investment of specific borrowings pending their
expenditure on qualifying assets is deducted from the
borrowing costs eligible for capitalisation.

All other borrowing costs are recognized in profit or
loss in the period in which they are incurred.

41.19 Current and deferred income tax

The tax expense for the period comprises current and
deferred tax. Tax is recognized in the consolidated
income statement, except to the extent that it relates to
items recognized in other comprehensive income or
directly in equity. In this case the tax is also recognized
in other comprehensive income or directly in equity,
respectively.

(@) Current income tax

The current income tax charge is calculated on
the basis of the tax laws enacted or substantively
enacted at the balance sheet date in the
countries where the Company’s subsidiaries and
associates operate and generate taxable income.
Management periodically evaluates positions
taken in tax returns with respect to situations in
which applicable tax regulation is subject to
interpretation. It establishes provisions where
appropriate on the basis of amounts expected to
be paid to the tax authorities.
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e MW= (]R)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2025
HE_Z-_RAF+-_A=+T—HIEE

41.

OTHER POTENTIALLY MATERIAL
ACCOUNTING POLICIES (Continued)

41.19 Current and deferred income tax (Continued)

(b)

Deferred income tax
Inside basis differences

Deferred income tax is recognized, using the
liability method, on temporary differences arising
between the tax bases of assets and liabilities
and their carrying amounts in these consolidated
financial statements. However, deferred tax
liabilities are not recognized if they arise from the
initial recognition of goodwill and deferred
income tax is not accounted for if it arises from
initial recognition of an asset or liability in a
transaction other than a business combination
that at the time of the transaction affects neither
accounting nor taxable profit or loss. Deferred
income tax is determined using tax rates (and
laws) that have been enacted or substantively
enacted by the balance sheet date and are
expected to apply when the related deferred
income tax asset is realised or the deferred
income tax liability is settled.

Deferred income tax assets are recognized only to
the extent that it is probable that future taxable
profit will be available against which the
temporary differences can be utilised.

Outside basis differences

Deferred income tax liabilities are provided on
taxable temporary differences arising from
investments in subsidiaries and associates, except
for deferred income tax liability where the timing
of the reversal of the temporary difference is
controlled by the Group and it is probable that
the temporary difference will not reverse in the
foreseeable future. Generally the Group is unable
to control the reversal of the temporary
difference for associates. Only where there is an
agreement in place that gives the Group the
ability to control the reversal of the temporary
difference in the foreseeable future, deferred tax
liability in relation to taxable temporary
differences arising from associate’s undistributed
profits is not recognized.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2025
BHE_T-_AF+-A=1+—HILEFE

41.

OTHER POTENTIALLY MATERIAL
ACCOUNTING POLICIES (Continued)

41.19 Current and deferred income tax (Continued)

(b)

Deferred income tax (Continued)
Outside basis differences (Continued)

Deferred income tax assets are recognized on
deductible temporary differences arising from
investments in subsidiaries and associates only to
the extent that it is probable the temporary
difference will reverse in the future and there is
sufficient taxable profit available against which
the temporary difference can be utilised.

Deferred tax assets and liabilities are offset where
there is a legally enforceable right to offset
current tax assets and liabilities and where the
deferred tax balances relate to the same taxation
authority. Current tax assets and tax liabilities are
offset where the entity has a legally enforceable
right to offset and intends either to settle on a
net basis, or to realise the asset and settle the
liability simultaneously.

41.20 Employee benefits

(a)

(b)

Employee leave entitlements

Employee entitlements to annual leave are
recognized when they accrue to employees. A
provision is made for the estimated liability for
annual leave as a result of services rendered by
employees up to the balance sheet date.
Employee entitlements to sick leave and
maternity leave are not recognized until the time
of leave.

Pension obligations (defined benefit pension
plans and defined contribution plans)

The Group's net obligation in respect of long
service amounts payable on cessation of
employment in certain circumstances under the
Hong Kong Employment Ordinance is the
amount of future benefit that employees have
earned in return for their service in the current
and prior periods.

The cost of providing the long service payment
liabilities is charged to profit or loss so as to
spread the costs over the service lives of
employees.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2025
HE_Z-_RAF+-_A=+T—HIEE

41.

OTHER POTENTIALLY MATERIAL
ACCOUNTING POLICIES (Continued)

41.20 Employee benefits (Continued)

(b)

Pension obligations (defined benefit pension
plans and defined contribution plans)
(Continued)

The long service payment liabilities are
discounted to determine the present value and
reduced by entitlements by employees accrued
under the Group’s defined contribution
retirement scheme that is attributable to
contributions made by the Group as deemed
employee contributions. Actuarial gains and
losses arising from experience adjustments and
changes in actuarial assumptions are credited or
charged to other comprehensive income in the
period in which they arise, respectively. As a
result of plan amendment, a past service cost,
arising from the change in the present value of
the defined benefit obligation for employee
service in prior periods on the date of plan
amendment, is recognized as an expense.

A defined contribution plan is a pension plan
under which the Group pays fixed contributions
into a separate entity. The Group has no legal or
constructive obligations to pay further
contributions if the fund does not hold sufficient
assets to pay all employees the benefits relating
to employee service in the current and prior
periods.

The Group also operates the mandatory
provident fund scheme (the "MPF Scheme”) for its
Hong Kong staff. The MPF Scheme is a defined
contribution retirement benefit scheme
administered by independent trustees. Each of
the employer and the employee has to
contribute an amount equal to 5% of the
relevant income of the employee to the MPF
Scheme, subject to a monthly cap of HK$1,500.
Contributions from the employer are vested in
the employees as soon as they are paid to
relevant MPF Scheme but all benefits derived
from the mandatory contributions must be
preserved until the employee reaches the
retirement age of 65 subject to a few exceptions.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2025
BE_ZT-_AFT+-A=+—HBILFE

41.

OTHER POTENTIALLY MATERIAL
ACCOUNTING POLICIES (Continued)

41.20 Employee benefits (Continued)

(b) Pension obligations (defined benefit pension
plans and defined contribution plans)
(Continued)

For defined contribution plans, the Group pays
contributions to publicly or privately
administered pension insurance plans on a
mandatory, contractual or voluntary basis. The
Group has no further payment obligations once
the contributions have been paid. The
contributions are recognized as employee benefit
expense when they are due. Prepaid
contributions are recognized as an asset to the
extent that a cash refund or a reduction in the
future payments is available.

(c) Bonus plan

The Group recognizes a provision for bonuses
where contractually obliged or where there is a
past practice that has created a constructive
obligation.

41.21 Provisions

Provisions are recognized when: the Group has a
present legal or constructive obligation as a result of
past events; it is probable that an outflow of resources
will be required to settle the obligation; and the
amount has been reliably estimated. Provisions are not
recognized for future operating losses.

Where there are a number of similar obligations, the
likelihood that an outflow will be required in
settlement is determined by considering the class of
obligations as a whole. A provision is recognized even if
the likelihood of an outflow with respect to any one
item included in the same class of obligations may be
small.

Provisions are measured at the present value of the
expenditures expected to be required to settle the
obligation using a pre-tax rate that reflects current
market assessments of the time value of money and the
risks specific to the obligation. The increase in the
provision due to passage of time is recognized as
interest expense.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2025
HE_Z-_RAF+-_A=+T—HIEE

41.

OTHER POTENTIALLY MATERIAL
ACCOUNTING POLICIES (Continued)

41.22 Interest income

Interest income on financial assets at amortised cost
calculated using the effective interest method is
recognized in the consolidated income statement as
part of other income. Interest income is presented as
finance income where it is earned from financial assets
that are held for cash management purposes. Any other
interest income is included in other income.

Interest income is calculated by applying the effective
interest rate to the gross carrying amount of a financial
asset except for financial assets that subsequently
become credit-impaired. For credit-impaired financial
assets the effective interest rate is applied to the net
carrying amount of the financial asset (after deduction
of the loss allowance).

41.23 Leases

Leases are recognized as a right-of-use asset and a
corresponding liability at the date at which the leased
asset is available for use by the Group.

Contracts may contain both lease and non-lease
components. The Group allocates the consideration in
the contract to the lease and non-lease components
based on their relative stand-alone prices.

Assets and liabilities arising from a lease are initially
measured on a present value basis. Lease liabilities
include the net present value of fixed payments
(including in-substance fixed payments), less any lease
incentives receivable.

Lease payments to be made under reasonably certain
extension options are also included in the
measurement of the liability.

Lease payments are allocated between principal and
finance cost. The finance cost is charged to profit or
loss over the lease period so as to produce a constant
periodic rate of interest on the remaining balance of
the liability for each period.

Right-of-use assets are measured at cost comprising the
amount of the initial measurement of lease liability and
any lease payments made at or before the
commencement date less any lease incentives received.
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41.

OTHER POTENTIALLY MATERIAL
ACCOUNTING POLICIES (Continued)

41.24 Earnings per share

(a)

(b)

Basic earnings per share

Basic earnings per share is calculated by dividing:

the profit attributable to owners of the
company, excluding any costs of servicing
equity other than ordinary shares

by the weighted average number of
ordinary shares outstanding during the
financial year, adjusted for bonus elements
in ordinary shares issued during the year
and excluding treasury shares.

Diluted earnings per share

Diluted earnings per share adjusts the figures
used in the determination of basic earnings per
share to take into account:

the after income tax effect of interest and
other financing costs associated with
dilutive potential ordinary shares, and

the weighted average number of additional
ordinary shares that would have been
outstanding assuming the conversion of all
dilutive potential ordinary shares.

41.25 Dividend distribution

Dividend distribution to the Company’s shareholders is
recognized as a liability in the Group’s and Company's
financial statements in the period in which the
dividends are approved by the Company's shareholders
or directors, when appropriate.
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