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DEFINITIONS

In this annual report, unless the context otherwise requires, the following expressions shall have the following

meanings:

2023-2025 Master Deposit Services
Agreement

2024-2025 Master Design Services
Agreement

2024-2025 Master Engineering
Services Agreement

2024-2025 Master Parking Lots
Entrusted Management Services

Agreement

2024-2025 Master Property Agency
Services Agreement

2024-2025 Master Property
Management and Related
Services Agreement

2025 AGM

2025 Design Services Master

Agreement

2025 Greening Services
Master Agreement

2025 Master Deposit Services
Agreement

2025 Master Property Management
and Related Services Agreement

Articles of Association

associate

Audit Committee

Board

Board Diversity Policy

Change of UOP Announcement

the master deposit services agreement dated June 9, 2023 entered into
between the Company and Commercial Finance

the master design services agreement dated November 20, 2023 entered into
between the Company and Shandong Commercial

the master engineering services agreement dated November 20, 2023
entered into between the Company and Shandong Commercial

the master parking lots entrusted management services agreement dated
November 20, 2023 entered into between the Company and Shandong

Commercial

the master property agency services agreement dated November 20, 2023
entered into between the Company and Shandong Commercial

the master property management and related services agreement dated
November 20, 2023 entered into between the Company and Shandong

Commercial

the 2025 annual general meeting of the Company to be convened and held
on June 26, 2026

the master design services agreement dated September 25, 2025 entered
into between the Company and Shandong Commercial

the greening services master agreement entered into by the Company and
Greening Services Provider on September 25, 2025

the deposit services master agreement entered into by the Company and
Commercial Finance on September 25, 2025

the master property management and related services master agreement
entered into by the Company and Shandong Commercial on September 25,
2025

the articles of association of the Company

has the meaning ascribed thereto under the Listing Rules

the audit committee of the Company

the board of Directors

the board diversity policy of the Company

the announcement of the Company dated December 19, 2025, in relation to,
amongst other things, the Proposed Change



China or PRC

Commercial Finance

Company

controlling shareholder

Corporate Governance Code

Deposit Services

Design Services

Director(s)

Domestic Shares

GFA

Green Development

Greening Services

Group, we, our or us

Harbin Lushang

HK$

Hong Kong
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DEFINITIONS

the People’s Republic of China

Shandong Commercial Group Finance Co., Ltd.* (LR A EEBHBERA
al)

Lushang Life Services Co., Ltd. (BB EEREK D BRAF]) (formerly known
as Shandong Lushang Property Services Co., Ltd. (ILEEEFWEBRBERA
Al)), a company established in the PRC with limited liability on March 24,
2006 and converted into a joint stock company with limited liability on March
12, 2021 and the H Shares of which are listed on the Stock Exchange (stock
code: 2376)

has the meaning ascribed thereto under the Listing Rules

the Corporate Governance Code contained in Appendix C1 to the Listing
Rules

deposit services provided by Commercial Finance as a non-bank financial
institution

services including (without limitation to) (a) the architectural design services;
(b) landscape design services; (c) decoration design services; and (d)
decoration management services

the director(s) of the Company

ordinary share(s) issued by the Company, with a nominal value of RMB1.00
each, which are subscribed for and paid for in RMB

gross floor area

Shandong Urban and Rural Green Industry Development Investment Co.,
Ltd. (LB BLEOEXZEREREBR AT (formerly known as Shandong
Lushang Innovation Development Co., Ltd (LR EFAIFEEGR A F)
services including (without limitation to) (a) the landscape greening
maintenance services; (b) the seedling supply services; and (c) other greenery
maintenance related services

the Company and its subsidiaries

Harbin Lushang Property Development Company Limited (KRB EmEXS
R A7)

Hong Kong dollars, the lawful currency of Hong Kong

the Hong Kong Special Administrative Region of the PRC
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DEFINITIONS

H Shares

IFRS
Listing
Listing Date

Listing Rules

Lushang Design

Lushang Freda

Lushang Freda Associates

Lushang Freda Group

Main Board

Model Code

Nomination Committee

Property Management and
Related Services

Proposed Change

Prospectus

Remuneration Committee

the ordinary share(s) in the share capital of the Company with a nominal
value of RMB1.00 each, which is/are listed on the Main Board and subscribed
for and traded in Hong Kong dollars

International Financial Reporting Standards
the listing of the H Shares on the Main Board
the date of the Listing, being July 8, 2022

Rules Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited

Shandong Lushang Architectural Design Co., Ltd. (ILE&E B EEERFAR
A 7)), a wholly-owned subsidiary of the Company

Lushang Freda Pharmaceutical Co., Ltd. (Bp@EkERERHER D F)
(formerly known as Lushang Health Industry Development Co., Ltd. (B mfi&
REXEZERRHBERZATF)), ajoint stock company established in the PRC with
limited liability on April 21, 1993, whose shares are listed on the Shanghai
Stock Exchange (stock code: 600223) and a controlling shareholder of the
Company

associates of Lushang Freda

Lushang Freda and its subsidiaries which, for the purpose of this annual
report and unless the context otherwise requires, excludes the Group

the main board of the Stock Exchange

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

the nomination committee of the Company

services including (without limitation to) (a) the services prior to delivery of
property such as property inspection services, cleaning services, and pre-
delivery preparations; (b) property management services; and (c) other related
services such as catering and beverage services

the proposed revision or reallocation for the intended use of the Net Proceeds
together with revision of the intended timetable for use of the Unutilised
Proceeds

the prospectus of the Company dated June 27, 2022

the remuneration committee of the Company



RMB

SAT

SFO

Shandong Commercial

Shandong Commercial
Associates

Shandong Commercial Group

Shareholders

ShineWing

sg.m.
Stock Exchange
Strategy and ESG Committee

Supervisors

Supplementary Property
Management and Related
Services Master Agreement

Treasury Shares

Urban Garden/
Greening Services Provider

Year

*  For identification purposes only
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DEFINITIONS

Renminbi, the lawful currency of the PRC

the State Administration of Taxation of the PRC (F13E A R XM BB R T 542
=)

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

Shandong Commercial Group Co., Ltd. (L& R EEBEBR A F]) (formerly
known as Shandong Commercial Group General Corporation (ILER&®
*%£ B4 7F]), a company established in the PRC with limited liability
on November 26, 1992, which is controlled by the State-owned Assets
Supervision and Administration Commission of Shandong Provincial
Government (ILRAARBINBREEEEREELZE9E) and a controlling
shareholder of the Company

associates of Shandong Commercial (excluding Lushang Freda Associates)
Shandong Commercial and its subsidiaries which, for the purpose of this
annual report and unless the context otherwise requires, excludes the Group
the shareholders of the Company

ShineWing Certified Public Accountants (Special General Partnership) ({5 7k 9+
MEFTE BB (FRTMAR)), the auditor of the Company

square meters

The Stock Exchange of Hong Kong Limited

the Strategy and ESG committee of the Company

the then supervisors of the Company resigned on June 27, 2025 following
the abolishment of the supervisory committee of the Company on the same
date

the supplemental agreement to the 2023 Property Management and Related
Services Master Agreement entered into by the Company and Shandong
Commercial on September 25, 2025

has the meaning ascribed thereto under the Listing Rules

Shandong Urban Garden Engineering Co., Ltd.* (LS ZHE AR TR AR A 7))
(formerly known as Shandong Blue Shore Garden Engineering Co., Ltd.* (IL

EFBEMIIEAR A A]), a company incorporated in the PRC with limited
liability and a former subsidiary of the Company

the year ended December 31, 2025
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CHAIRMAN'’S STATEMENT

2025 REVIEW

The Year 2025 marked a pivotal year for the Group in executing its “Quality Leap Year” strategic focus and
advancing high-quality development. Throughout the Year, the Group remained steadfastly committed to its core
objectives of “expanding markets, enhancing quality and efficiency, driving reforms, and building brands”. We
vigorously pursued the implementation of all initiatives, achieving breakthrough progress in multiple areas and
laying a solid foundation for future growth.

Continuous Optimization of Business Structure

We actively expanded third-party businesses, successfully securing listings on key supplier platforms for multiple
central and state-owned enterprises. We optimized our portfolio by exiting low-profit projects to enhance overall
profitability. Professional service capabilities strengthened continuously, with community catering and elevator
maintenance businesses maintaining robust growth momentum, adding new drivers to the Group’s overall revenue
expansion.

Innovation and Enhancement of Service Models

We advanced the integration of “multiple 15-minute circles”, collaborating with provincial, municipal, and district
human resources and social security bureaus to pilot dual-circle integration of “15-Minute Employment Service
Circle (150 B 2 RS E)” and “15-Minute Community Living Circle (—ZI$#ER4/EB)" at Yinzuo Garden (3F
BETEE) and Lushang Phoenix City (B BlEK). The Yinzuo Garden project has passed municipal and district-level
inspections. The 15-Minute “Lushang Model (Br#£3X)" was output, achieving a key breakthrough with the high-
quality acceptance of projects in Quan Yun Village (2:&H) and Shiheling (/)8 48). This marks the first successful
external replication of the 15-minute “Lushang Model” beyond its local origins. The “Hospital-Community-Home
nutrition and health model” was established in collaboration with provincial and municipal health commissions and
Shandong Agriculture and Engineering University, creating a closed-loop system integrating “health interventions,
catering services, and science education”.

Steady Advancement of Digital and Intelligent Transformation

Guided by the “Heartfelt Service - New Intelligence (‘0 ARTE © ¥1%E82)" philosophy, we are driving artificial
intelligence implementation across both service and management. Externally, the smart customer service software
“Lu Xiaofu (B/)\IR)" was launched, enabling “second-level response and one-click access” for high-frequency
scenarios like incident reporting and fee inquiries. Through 24/7 voice interaction, it significantly enhances service
efficiency and resident satisfaction. Internally, the knowledge assistant “Lu Xiaozhi (8/)\%&)" was deployed,
markedly improving internal consultation processing efficiency and substantially enhancing the accuracy of policy
implementation.

Effective Empowerment through Party Building Leadership

Using the “Red Property” demonstration project as a vehicle, we integrated Party building into livelihood initiatives,
thoroughly conducted learning campaigns and the “Year of Improving Work Style ({fEEZ:&I2FH4F)" activities,
continuously honing rigorous and pragmatic work ethics while fostering a sound political ecosystem. By deeply
embedding Party building into business practices, we drove practical achievements to be selected as provincial-level
model cases, achieving “dual improvements” in Party building quality and operational efficiency.
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CHAIRMAN'S STATEMENT

FUTURE PROSPECT

We deeply understand clients’ practical needs, steadfastly adhere to the “12345" development strategy, and
leverage our business development framework with one body and two wings. By shaping the “Five-Heart (Zi»)"
service philosophy and building a diversified brand matrix, the Company continuously enhances residents’ quality
of life and strengthens its corporate core competitiveness. Moving forward, the Company will steadfastly uphold
its corporate mission of “serving beauty and sharing happiness”. Guided by Party building to unite development
efforts, empowered by intelligence to redefine service value, and driven by collaboration to enhance public welfare,
we will stride forward on our journey to become a nationally leading modern service enterprise.

ACKNOWLEDGEMENT

In 2025, through the tireless efforts and selfless dedication of all employees, we achieved orderly progress across all
fronts, with our accomplishments gaining recognition from all sectors of society. On behalf of the Board, our sincere
gratitude shall be extended to all employees, Shareholders, investors, clients, and partners who poured immense
effort and their unwavering support and trust throughout the Year.

The year 2026 marks the beginning of the 15th Five-Year Plan. Opportunities and challenges coexist, and the
development tasks are arduous yet honorable. All cadres and employees of us will unite in purpose and effort, with
stronger conviction, more pragmatic work styles, and more effective measures, to jointly write a new chapter in the
high-quality development of the Company. We will continue to create greater value for our clients, Shareholders,
investors, employees, partners, and society at large.
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MANAGEMENT
DISCUSSION AND ANALYSIS

BUSINESS REVIEW
Overview

We are a comprehensive property management service provider with a market leading position in Shandong
Province and a proven track record of rapid growth.

During the Year, the revenue of the Group was RMB570.7 million, representing a decrease by 6.3% as compared
with RMB608.9 million for the same period in 2024. The Company’s net profit attributable to owners of the parent
company during the Year was RMB33.9 million, representing a decrease by 24.7% as compared with RMB45.1
million for the corresponding period in 2024. As at December 31, 2025, the Group had 100 projects under
management, with the total GFA under management of 23.1 million sq.m. (December 31, 2024: 23.6 million
sg.m.), representing a decrease by 2.1%. It also had 100 contracted projects, with total contracted area of 25.9
million sq.m. (December 31, 2024: 26.6 million sq.m.), representing a decrease by 2.6%. Headquartered in Jinan,
Shandong Province, through 20 years of development since our establishment in 2006, we have expanded our
coverage to nearly all prefecture-level cities in Shandong Province and to Beijing and Harbin. We are deeply rooted
in Shandong Province, which is one of the most populous and economically prosperous provinces in China, and has
always been and will continue to be our strategic development focus. According to National Bureau of Statistics, as
at December 31, 2025, the aggregate GDP of Shandong Province ranked third among all provinces in China, and
the annual disposable income per capita in Shandong Province is higher than the average in China. Throughout
the course of our development, we have adhered to our vision of “Building a nationwide first-class modern service
enterprise” (“ITEZ2H — R IR AL R E E ") in conducting our business. We believe that our commitment
to customer satisfaction and customer-centric culture have shaped our brand image and helped to establish our
leading market position in Shandong Province.

The Business Model of the Company
During the Year, we generated revenue primarily from: (i) property management services; (ii) value-added services
to non-property owners; and (iii) community value-added services.

Property management services: accounting for approximately 61.8% of total revenue

For the Year, the Group’s revenue from property management services amounted to approximately RMB352.7
million, representing an increase of approximately 5.7% as compared to the corresponding period in 2024, mainly
due to the optimization of our project portfolio and strategic expansion of commercial properties business during
the Year.
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MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS REVIEW (conTINUED)
The Business Model of the Company (Continued)

Property management services: accounting for approximately 61.8% of total revenue (Continued)

The following table sets forth the changes in the GFA under the management of the Group for the periods
indicated:

As of December 31,
2025 2024 Change
Proportion of Proportion of

GFA under GFA under GFA under GFA under GFA under
Source of projects management management management management management Growth rate

sq.m. in sq.m. in sq.m. in
thousands % thousands % thousands %
Related parties 16,711 72.4 16,141 68.5 570 3.5
Third parties 6,368 27.6 7,437 31.5 -1,069 -14.4
Total 23,079 100 23,578 100 -499 2.1

Note: The decrease in GFA under the management of the Group in respect of projects from third parties during the Year was mainly due to the

Company's exit from certain low-margin projects.

The following table sets forth a breakdown of the Group’s revenue, GFA under management and number of
projects under management by property type for the periods indicated:

For the year ended/As at December 31,

2025 2024
GFA under Number of projects GFA under Number of projects
Source of projects Revenue management under management Revenue management under management
RMB'000 %  sq.m.'000 % RMB'000 %  sq.m.'000 %
Residential properties 191,157 54.2 13,086 56.7 3B 184952 55.4 12,920 54.8 37
Non-residential properties
(1) Commercial properties 101,578 2838 4,262 185 0 %128 288 4,105 174 40
(2) Others 60,012 170 5731 18 2 52,608 158 6,553 278 20
Total 352,747 100 23,079 100 100 333,688 100 233578 100 9

We provide property management to a diversified portfolio of properties, including both residential properties and
non-residential properties such as commercial complexes, municipal facilities, office buildings, apartments, schools,
theme towns, hospitals, banks, industrial parks. As of December 31, 2025, we managed a total of 62 non-residential
properties, with an aggregate GFA of non-residential properties under management of 10.0 million sq.m.. Our
diversified portfolio of properties under management has helped us diversify our revenue streams.

11
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MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS REVIEW (conTINUED)
The Business Model of the Company (Continued)

Value-added services to non-property owners: accounting for approximately 13.7% of total revenue

The following table sets forth a breakdown of revenue from value-added services to non-property owners of the
Group by service type for the periods indicated:

For the year ended December 31,

2025 2024

Percentage Percentage

Service type of revenue of revenue

RMB’000 % RMB’000 %

Design services 40,887 52.3 39,079 30.1

Landscaping services 20,993 26.9 74,606 57.5
Preliminary property

management services 12,512 16.0 11,530 8.9

Pre-delivery services 2,354 3.0 2,520 1.9

Other customized services 1,405 1.8 2,060 1.6

Total 78,151 100 129,795 100.0

For the Year, the Group’s revenue from value-added services to non-property owners amounted to approximately
RMB78.2 million, representing a decrease of approximately 39.8% over the corresponding period in 2024, mainly
due to (i) the decrease in the number of projects delivered by property developers during the Year resulting from
the downturn of the real estate market, which led to the decrease in the revenue from pre-delivery services and
other customized services; and (ii) starting in the second half of the Year, our former subsidiary, Urban Garden
was excluded from the scope of consolidated financial statements due to capital increases by other shareholders,
resulting in a year-over-year decrease in revenue from landscaping services.

Our value-added services to non-property owners (covering the entire cycle of real estate development) provide
services for the entire process from project planning, development to operation through in-depth participation.
We not only build strategic synergy with property developers, but also establish in-depth interaction with future
property owners through precise demand matching and customized service solutions before the property is
delivered, thereby continuously improving customer value recognition and brand loyalty throughout the project life
cycle.
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MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS REVIEW (conTINUED)
The Business Model of the Company (Continued)

Community value-added services: accounting for approximately 24.5% of total revenue

The table below sets forth a breakdown of revenue generated from value-added services to community of the Group
by service type for the periods indicated:

For the year ended December 31,
2025 2024

Percentage Percentage
Service type of revenue of revenue
RMB’000 % RMB’000 %

Parking space management

services 49,029 35.1 44,047 30.3
Community living services 50,859 36.4 61,524 42.3
Utility management services 33,393 23.9 31,700 21.8
Community space and resource

management services 6,520 4.6 8,165 5.6
Total 139,801 100 145,436 100.0

We aim to improve our property owners’ and residents’ quality of life by providing them with access to a wide
range of community value-added services. For the Year, the Group’s revenue from community value-added services
amounted to approximately RMB139.8 million, representing a decrease of approximately 3.9% as compared with
the corresponding period of 2024, mainly due to the decrease in asset disposal business in community living
services.

FINANCIAL REVIEW
Revenue

The Group’s revenue comes from: (i) property management services; (ii) value-added services to non-property
owners; and (iii) community value-added services. The following table sets out the breakdown of revenue by
business lines during the periods indicated below:

For the year ended December 31,
2025 2024

Percentage Percentage Growth
Revenue of revenue of revenue Rate
RMB’000 % RMB’'000 % %

Property management

services 352,747 61.8 333,688 54.8 5.7
Value-added services to

non-property owners 78,151 13.7 129,795 21.3 -39.8
Community value-added

services 139,801 24.5 145,435 23.9 -3.9

Total 570,699 100 608,919 100.0 -6.3

13
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MANAGEMENT DISCUSSION AND ANALYSIS

FINANCIAL REVIEW (CONTINUED)
Revenue (Continued)

For the Year, the total revenue of the Group was approximately RMB570.7 million (2024: approximately RMB608.9
million), representing a decrease of approximately 6.3% as compared with the same period in 2024, primarily due to
the decrease in revenue of value-added services to non-property owners and the revenue of the community value-
added services.

Value-added services to non-property owners: The revenue of our value-added services to non-property owners
decreased by 39.8% from RMB129.8 million for the same period in 2024 to RMB78.2 million for the Year, mainly
due to (i) the decrease in the number of projects delivered by property developers during the Year resulting from the
downturn of the real estate market, which led to the decrease in the revenue from pre-delivery services and other
customized services; and (i) our former subsidiary, Urban Garden, was excluded from the scope of consolidated
financial statements from the second half of the Year due to capital increases by other shareholders in the current
period, resulting in a year-over-year decrease in revenue from landscaping services.

Community value-added services: The revenue of our community value-added services decreased by 3.9% from
RMB145.4 million for the same period in 2024 to RMB139.8 million for the Year, mainly due to the decrease in asset
disposal business in community living services.

Property management services: The revenue of our property management services increased by 5.7% from
RMB333.7 million for the same period in 2024 to RMB352.7 million for the Year, primarily due to the optimization
of our project portfolio and strategic expansion of commercial properties business during the Year.

Cost of Sales

For the Year, the cost of sales of the Group was approximately RMB449.9 million (2024: approximately RMB493.0
million), representing a decrease of approximately 8.7% as compared with the same period in 2024, mainly due
to (i) our former subsidiary, Urban Garden, was excluded from the scope of consolidated financial statements from
the second half of the Year due to capital increase of Urban Garden during the Year, resulting in a year-over-year
decrease in cost from landscaping services in value-added services to non-property owners; and (ii) the year-over-
year decrease in costs of asset disposal business in community living services of community value-added services.

Gross Profit and Gross Profit Margin

The following table sets forth a breakdown of the gross profit and gross profit margin of the Group by service type
for the periods indicated:

For the year ended December 31,

2025 2024
Gross profit margin Gross profit margin
RMB’000 % RMB’000 %
Property management services 55,650 15.8 53,950 16.2
Value-added services to
non-property owners 28,959 37.1 24,070 18.5
Community value-added services 36,202 25.9 37,918 26.1

Total 120,811 21.2 115,938 19.0
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MANAGEMENT DISCUSSION AND ANALYSIS

FINANCIAL REVIEW (CONTINUED)
Gross Profit and Gross Profit Margin (Continued)

For the Year, our gross profit was approximately RMB120.8 million, representing an increase of 4.2% as compared
with RMB115.9 million for the same period in 2024. The gross profit margin of the Group increased from
approximately 19.0% in the same period in 2024 to approximately 21.2%.

For the Year, the gross profit margin of property management services of the Group was approximately 15.8%
(2024: approximately 16.2%). The drop in the gross profit margin as compared with the corresponding period was
mainly due to the expansion of commercial properties business with lower gross profit margin during the period.

The gross profit margin of value-added services to non-property owners of the Group was approximately 37.1%
(2024: approximately 18.5%). The rise in the gross profit margin of value-added services to non-property owners
as compared with the corresponding period in 2024 was mainly due to the decrease in revenue from landscaping
services with lower gross profit margin.

The gross profit margin of community value-added services of the Group was approximately 25.9% (2024:
approximately 26.1%). The gross profit margin remained stable compared to the same period in 2024.

Administrative and Other Expenses

For the Year, the total administrative expenses of the Group were approximately RMB58.2 million, representing an
increase of approximately 5.2% from approximately RMB55.3 million for the same period in 2024, primarily due
to the increase in management costs resulting from our efforts to improve management quality and expand our
business externally.

Other Income

For the Year, other income was approximately RMBO0.6 million, representing a decrease of approximately 57.7%
from approximately RMB1.4 million for the same period in 2024, primarily due to a decrease in government grants
received during the current period.

Non-operating income

For the Year, non-operating income was approximately RMBO0.2 million, representing a decrease of approximately
RMB8.1 million as compared with approximately RMB8.3 million for the same period in 2024, primarily due to the
receipt of government grants for the Company’s Listing during the prior period.

Profit for the Year
Our profit for the Year was approximately RMB34.2 million, representing a decrease of approximately 24.2% from
approximately RMB45.1 million for the same period in 2024.

Current Assets

As of December 31, 2025, the current assets of the Group were approximately RMB709.7 million, representing a
decrease of 14.0% as compared with approximately RMB825.3 million as of December 31, 2024. As of December
31, 2025, the current ratio (current assets divided by current liabilities) of the Group was approximately 2.7 times
(December 31, 2024: approximately 2.3 times).

15
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FINANCIAL REVIEW (CONTINUED)
Fixed Assets and Right-of-use Assets

Our fixed assets and right-of-use assets mainly consist of plant and buildings, machinery and other equipment and
vehicles. As of December 31, 2025, the Group’s fixed assets and right-of-use assets amounted to approximately
RMB49.2 million, representing a decrease of approximately RMBO0.5 million as compared with approximately
RMB49.7 million as of December 31, 2024, primarily due to the depreciation of fixed assets and right-of-use assets
during the Year.

Trade and Bills Receivables

Our trade and bills receivables decreased from RMB322.8 million as of December 31, 2024 to RMB247.5 million
as of December 31, 2025, primarily due to a decrease in receivables for landscaping services, resulting from the
exclusion of our former subsidiary, Urban Garden, from the consolidated financial statements starting in the second
half of the Year due to capital increases by other shareholders in the current period.

Prepayments, Deposits and Other Receivables

Our prepayments, deposits and other receivables primarily include (i) prepayments, mainly represent prepayments
we made to energy providers on behalf of property owners and residents; and (ii) deposits, mainly represent
deposits made for participating in tender and bidding process for obtaining projects and contract performance
deposits.

As of December 31, 2025, prepayments, deposits and other receivables amounted to approximately RMB12.0
million, representing an increase of approximately 84.62% (or approximately RMB5.5 million), as compared
with approximately RMB6.5 million as of December 31, 2024, primarily due to (i) the businesses related to the
disbursement of maintenance funds by the Affordable Housing Service Center tends to be concentrated toward the
end of the Year, and the relevant amounts have not yet been received; and (ii) an increase in deposits and contract
performance deposits paid to expand our community value-added services.

Trade Payables

As of December 31, 2025, trade payables amounted to approximately RMB86.4 million, representing a decrease
of approximately RMB79.5 million as compared with approximately RMB165.8 million as of December 31, 2024,
primarily due to (i) a decrease in outsourcing fees for landscaping services, resulting from the exclusion of our
former subsidiary, Urban Garden, from the consolidated financial statements starting in the second half of the Year
due to capital increases by other shareholders in the current period; and (ii) the reduction in outsourcing fees for
property management and design services, resulting in a decrease in the scale of trade payables.

Accrued Expenses and Other Payables
Our accrued expenses and other payables primarily consist of (i) accrued payroll and other benefits; (ii) deposits; (iii)

receipts and payments on behalf of property owners; and (iv) other payables and accruals.

As of December 31, 2025, accrued expenses and other payables amounted to approximately RMB81.1 million,
representing a decrease of approximately RMB3.2 million as compared with approximately RMB84.2 million as of
December 31, 2024, primarily due to the payment of printing costs for Listing in the current period, resulting in a
decrease in balances.

Liquidity and Capital Resources

Our principal use of cash has been for working capital purposes. Our main source of liquidity has been generated
from cash flow from operations.
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FINANCIAL REVIEW (CONTINUED)
Proceeds from the Listing

The Company was listed on the Main Board on July 8, 2022. After deducting underwriting fees and commissions
and relevant expenses, net proceeds from the Listing amounted to approximately HK$138.40 million (the “Net
Proceeds”).

Reference is made to the Change of UOP Announcement dated December 19, 2025, the Group strictly utilised the
Net Proceeds for the purposes as stated in the Prospectus as at the date of the Change of UOP Announcement,
among which, approximately HK$19.05 million of the Net Proceeds has been utilised with approximately
HK$119.35 million of the Net Proceeds being unutilised (the “Unutilised Proceeds”).

Amid the dual challenges of an adjustment period in the property industry and intensifying competition in terms
of property management in the PRC, the Group is placing a greater focus on steady and sustainable development.
Accordingly, the Group has adopted a more prudent and business-aligned investment strategy. At the same time,
the Group is proactively implementing a talent strategy to attract and cultivate outstanding personnels, thereby
strengthening the Group’s core competitiveness and infusing vitality into its long-term growth. Therefore, based
on a comprehensive consideration of the aforementioned factors along with the actual efficiency of usage across
various purposes, the Group has decided to adjust and reallocate the intended use of Net Proceeds.

On November 28, 2025, the Board has resolved that with respect to the Proposed Change, it would be detailed as
follows:

(i) For the category “Strategic cooperation, acquisitions and investments to expand business scale and diversity
property portfolio”, it will be revised to “Investments including strategic partnerships, acquisitions, and
capital increase in subsidiaries to expand the Group’s business scope and scale”. Under the Proposed
Change, approximately HK$55.36 million of the Net Proceeds were assigned for this purpose.

(ii) For the category “Enhance property management services and further develop our diversified community
value-added services to improve our customers’ experience and satisfaction”, to align with the Company’s
value-added business development direction and improve the efficiency of the use of these proceeds, it is
proposed to consolidate the Net Proceeds under this category for the following purposes: 1) Improve the
Company’s management and service system; 2) Enhance the Company’s standardization efforts; 3) Improve
the quality of services in the community and create a “15-minute convenient living circle”; 4) Organize
internal competitions and contests to further motivate employees and improve their skills; 5) Further expand
community value-added services and 6) Recruitment and training of talents. Under the Proposed Change,
approximately HK$20.76 million of the Net Proceeds were assigned for this purpose.

(iii)  10% of the Net Proceeds (in the amount of approximately HK$13.84 million) will be reallocated to a new
category of utilisation “Promotion of ESG Development” under the Proposed Change, in order to actively
respond to the public’'s demands and expectations for green development, energy conservation, and
emission reduction, fulfilling the social responsibilities of state-owned enterprises more comprehensively and
thoroughly.

(iv) For the category on “Invest in technology systems and standardized business operations”, approximately
HK$14.84 million of the Net Proceeds remain unutilised as at the date of the Change of UOP Announcement,
such amount is intended to be utilised more efficiently under the Proposed Change for 1) internal
management system operation and data protection; 2) mobile application development costs, related data
communication costs, server rental fees required for mobile application maintenance, and online service
platform upgrade costs; 3) monitoring and communication equipment and management intelligent system
upgrades and renovations; 4) parking lot facility and equipment improvements; and 5) for intelligent robot
and intelligent equipment procurement, etc..
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FINANCIAL REVIEW (CONTINUED)
Proceeds from the Listing (Continued)

(v) As at the date of the Change of UOP Announcement, 10% of the Net Proceeds (in the amount of
approximately HK$13.84 million) had been allocated for “Working capital and other general corporate
purposes”, and approximately HK$13.00 million of the Net Proceeds had been utilised. An additional 10%
of the Net Proceeds will be allocated to this purpose and the reallocation will promote flexibility of utilisation
on the Net Proceeds under the Proposed Change.

For details of the Proposed Change, please refer to the Change of UOP Announcement dated December 19, 2025.

Cash and Cash Equivalents

As of December 31, 2025, the Group’s cash and cash equivalents amounted to approximately RMB418.1 million,
representing a decrease of 1.7% as compared with approximately RMB425.2 million as of December 31, 2024,
primarily due to our strengthened management of accounts receivable this Year, which led to an increase in the
collection of property management fees; however, cash and cash equivalents decreased slightly due to the exclusion
of our former subsidiary, Urban Garden, from the consolidated financial statements starting in the second half of
the Year due to capital increases by other shareholders in the current period.

Such cash and cash equivalents included approximately RMB418.06 million (December 31, 2024: RMB425.2 million)
denominated in RMB and approximately RMB0.022 million (December 31, 2024: RMB0.024 million) denominated in
HK$, calculated based on the exchange rate as of December 31, 2025.

Interest-bearing Borrowings

Our interest-bearing borrowings was RMB8.01 million as of December 31, 2025, all denominated in RMB with
maturity on March 17, 2026, and interest on borrowings at the fixed rate of 3.1% per annum.

Pledge of Assets

As at December 31, 2025, we had not pledge any of our assets (December 31, 2024: nil).

Gearing Ratio

Gearing ratio is calculated based on total liabilities, which represent the sum of current liabilities and non-current
liabilities, divided by total assets, which represent the sum of current assets and non-current assets, as at the
respective dates and multiplied by 100%. Our gearing ratio was 30.6% as of December 31, 2025 (December 31,
2024: 38.8%).
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Significant Investments, Material Acquisitions and Disposals

Discloseable and Connected Transaction in relation to Capital Increase and Deemed Disposal of Equity
Interest in a Subsidiary

References are made to the announcement of the Company dated March 21, 2025, the circular of the Company
dated May 30, 2025 and the poll results announcement of the Company dated June 27, 2025 in relation to,
among others, the Capital Increase (collectively, the “Capital Increase Publication”). Unless otherwise specified,
capitalised terms used in this report shall have the same meanings as those defined in the Capital Increase
Publication.

On March 21, 2025 (after trading hours of the Stock Exchange), the Company entered into the Capital Increase
Agreement with the Investor (Shandong Commercial Real Estate Development Co., Ltd.* ((UER&HEEZREEZEGR
‘A A])) and Urban Garden (as the target company), pursuant to which the Investor has conditionally agreed to inject
capital in the amount of RMB36,320,000.00 (equivalent to approximately HK$39,053,763.00) into Urban Garden
in the form of registered capital and capital reserves, of which RMB20,820,000.00 (equivalent to approximately
HK$22,387,097.00) and RMB15,500,000.00 (equivalent to approximately HK$16,666,666.00) shall be recognised
as the registered share capital and the capital reserves of Urban Garden, respectively.

Upon completion of the Capital Increase, the registered capital of Urban Garden will be increased from
RMB20,000,000.00 to RMB40,820,000.00 and Urban Garden will be owned by the Investor and the Company as
to 51% and 49% of its enlarged equity interest, respectively, and following the Capital Increase, Urban Garden
will cease to be a subsidiary of the Company and, accordingly, the financial results of Urban Garden will no longer
be consolidated in the Group’s accounts. Urban Garden will be accounted for an associate of the Company.
Completion of the Capital Increase took place on July 1, 2025.

For details of the Capital Increase, please refer to the Capital Increase Publication.

Save as disclosed in this report, there were no significant investments, material acquisitions and disposals of
subsidiaries, associates or joint ventures during the Year.

Future Plans for Material Investments and Capital Assets

The Group has no future plan for material investments or capital assets during the Year. However, the Group will
continue to identify new opportunities for business development.

Contingent Liabilities and Commitments

We did not have any other outstanding guarantees or other material contingent liabilities as of December 31, 2025.

Foreign Exchange Risk

The Group conducts its business in RMB. The Group will continue to keep track of the foreign exchange risk and
take prudent measures to mitigate exchange risk, and take appropriate action where necessary. The Group currently
has not adopted any foreign currency hedging policies.
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FINANCIAL REVIEW (CONTINUED)
Employees and Remuneration Policy

As of December 31, 2025, the Group had 1,310 employees (as of December 31, 2024: 1,405 employees). During
the Year, we have once again optimized the composition of our remuneration in line with the industry conditions
and adjusted the incentives programs for value-added operations, investment development and other specialized
businesses in order to fully motivate our employees. Compensation for employees of the Group is made with
reference to the market as well as the nature of work and individual performance. The Group regularly makes
necessary adjustments to the remuneration policies and packages to accommodate the pay levels in the industry.

During the Year, the Company took “system-based, talent-driven, training-enabled” as its strategic orientation
and built a three-in-one management system. Through deepening market-oriented reforms, the Company has
fully implemented the competitive mechanism for managers, innovatively implemented the “star rating” three-
channel talent development model, established a “one person, one form, two contracts” to deepen the contractual
management system, with an aim to form a dual-link mechanism between performance and salary, and fully release
the organizational effectiveness and talent potential. Focusing on the dimension of team building, the Company
innovatively created a dual-drive model of “family culture -happy culture”, built a three-dimensional training system
covering all employees, and promoted the dual improvement of organizational learning ability and employee
competence through hierarchical and classified customized training projects.

Others

Amendments to the Articles of Association

References are made to the announcement of the Company dated June 9, 2025, circular of the Company dated
June 10, 2025 and the poll results announcement of the Company dated June 27, 2025 in relation to the 2025
second extraordinary general meeting of the Company, the class meeting for Shareholders of H Shares and the
class meeting for Shareholders of domestic shares of the Company, convened for the purpose of amendments to
the Articles of Association in compliance with (i) certain new regulations imposed on companies incorporated in the
PRC in connection with the requirement to formulate articles of association and corporate governance regulation;
and (ii) the revised Company Law of the PRC listed companies to include provisions in their articles of association for
establishing an audit committee under the Board to perform the original duties of the supervisory committee and to
abolish the supervisory committee or supervisors.

The abovementioned amendments have been approved by the Shareholders by way of a special resolution at the
2025 second extraordinary general meeting of the Company, the class meeting for Shareholders of H Shares and
the class meeting for Shareholders of Domestic Shares, and have become effective on June 27, 2025. Accordingly,
the Company has abolished the supervisory committee on June 27, 2025. Each of the Supervisors of the Company
has confirmed that he or she had no disagreement with the Board and there was no other matter that needed to be
brought to the attention of the Stock Exchange or the Shareholders.

For details of the amendments to the Articles of Association, please refer to the announcement of the Company
dated June 9, 2025, circular of the Company dated June 10, 2025 and the poll results announcement of the
Company dated June 27, 2025.
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Others (Continued)

Company Secretary and Authorised Representative (Continued)

Reference is made to the announcement of the Company dated August 22, 2025. With effect from August 22,
2025, Mr. Wong Wai Chiu has resigned as a joint company secretary of the Company and one of the authorised
representatives of the Company (the “Authorised Representative”) under Rule 3.05 of the Listing Rules. Mr. Yang
Zhen meets the qualification of the company secretary under Rules 3.28 and 8.17 of the Listing Rules. Mr. Yang
Zhen has acted as the sole company secretary of the Company with effect from August 22, 2025 and he was also
appointed as the Authorised Representative with effect from the same date.

EVENTS AFTER THE REPORTING PERIOD

With effect from January 30, 2026, the Company’s principal place of business in Hong Kong has been changed to
17/F, Leighton Centre, 77 Leighton Road, Causeway Bay, Hong Kong. Moreover, (i) upon the expiry of the service
agreement between the Company and SWCS Corporate Services Group (Hong Kong) Limited, Mr. Wong Wai Chiu
ceased to act as an authorized representative of the Company for accepting service of process and notices on behalf
of the Company in Hong Kong (the “Process Agent”) under Rule 19A.13(2) of the Listing Rules and Part 16 of the
Companies Ordinance (Chapter 622 of the Laws of Hong Kong); and (ii) Ms. Chan Lok Tung has been appointed as
the Process Agent.

Save as disclosed above and elsewhere in this report, there were no other significant events affecting the Company
nor any of its subsidiaries after the end of the Year and up to the date of this report requiring disclosure in this
report.
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Executive Directors

Mr. Ning Daoju (238£8), aged 41, was appointed as an executive Director on November 22, 2024. He was also
appointed as the general manager of the Company on November 1, 2024.

He has been working in the Department of Justice of Shandong Province from August 2009 to September 2016.
During the period of September 2016 and January 2020, Mr. Ning served at various positions successively at the
Publicity Department of the CPC Shandong Provincial Committee. From January 2020 to August 2024, Mr. Ning has
served successively as deputy head (deputy secretary) of Department of Policies Research and Strategic Development
(deputy secretariat of the East-West Poverty Alleviation Collaboration Industry Co-operation Alliance (RFAEKE
WIEESEA IEBE BB RIFNE BR)), deputy officer of the Office (the office of the party committee and the office of the
board and supervisory committee) and the head of Department of Policies Research and Strategic Development (I
R I B RS 2 R 2020 &) of Shandong Commercial (the controlling shareholder of the Company). From November
2024 and up to the date, Mr. Ning has served as the deputy secretary of the party committee, the executive Director,
and the general manager of the Company.

Mr. Ning has obtained a bachelor’s degree of science from Shandong Normal University in July 2007 and a master’s
degree of law from Central Party School of the Communist Party of China in July 2016. He has obtained a certificate
of the title of senior political engineer in September 2021.

Mr. Shao Meng (&R#5), aged 37, was appointed as an executive Director on March 30, 2021. He also serves as the
chief financial officer and the secretary of our Board. He is primarily responsible for financial management of the
Group.

Mr. Shao joined the Group by becoming involved in the operations of our property management business in July
2011. From July 2011 to November 2020, Mr. Shao served successively as an accountant and financial manager
at Harbin Lushang, a property developer and a subsidiary of Lushang Freda, where he was primarily responsible
for overseeing the financial affairs of the property management business of the Group in Harbin, Heilongjiang
province. From December 2020 to January 2021, Mr. Shao served as a financial manager of Zibo Lushang Property
Development Company Limited CKIEE R E X HRR A 7)), a property developer and a subsidiary of Lushang Freda,
where he was primarily responsible for overseeing the financial affairs of the property management business of the

Group in Zibo, Shandong province.

Mr. Shao obtained a bachelor’s degree in enterprise management from Shandong University of Finance and
Economics (LU BT 4E KE) in the PRC in December 2013. He was certified as an Intermediate Statistician (| 4% 4%
516M) by the Department of Human Resources and Social Welfare (A 11 &R AL &RFE2F) and Ministry of Finance
of the PRC in October 2017. He was accredited as a senior accountant by the Human Resources and Social Security
Department of Shandong Province (IR & A &R E(RFEEE) in December 2023.

* For identification purposes only
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Chairman of the Board and Non-executive Director

Mr. Wang Zhongwu (£ &£ &), aged 51, joined the Group in August 2010 and currently serves as a non-executive
Director and Chairman of the Board. Mr. Wang served as an executive Director from March 2021 to June 2025. He
is primarily responsible for daily business operations and strategic decision-making of the Group.

Prior to joining the Group, from July 1995 to August 2001, Mr. Wang served as a manager of the property
management department in Shandong World Trade Centre ([LE 52 S .0)), where he was primarily responsible
for overseeing the overall management of common areas and the operation of power equipment systems. From
August 2001 to November 2005, he served as a deputy manager of the engineering department of Shandong
Yinzuo Jiuxin Real Estate Development Co., Ltd. (LLERIREAEFHEFZEFRAF]), a property developer, where
he was primarily responsible for managing its engineering operations. From November 2005 to May 2009, he
served successively as a manager of engineering department, deputy general manager and executive deputy
general manager of Tai‘an Yinzuo Real Estate Development Company Limited (&R EEFMERZGR A7), a
property developer, where he was primarily responsible for operations of engineering projects and devising and
implementing administrative management. From May 2009 to June 2010, Mr. Wang served as a deputy general
manager of Chongging Lushang Property Company Limited (EE & @i EGR A A]), a property developer, where
he was primarily responsible for project operation and to implement the development plans of the company. From
June 2010 to August 2010, Mr. Wang served as a project general manager of the Guoao City project of Shandong
Lushang Property Co., Ltd. (UIREBHEZEEGR A7) (a wholly-owned subsidiary of Lushang Freda, “Lushang
Property”), where he was primarily responsible for overall supervision and management of the project.

Mr. Wang joined the Group by overseeing our property management business in August 2010. He served as a
general manager of a project in Jining developed by Lushang Freda from August 2010 to January 2018 where he
was primarily responsible for overall management of the project, including overseeing our property management
business in Jining. Mr. Wang also served as the general manager at Heze Lushang Real Estate Company Limited
2B EEAER2AA), an indirect wholly-owned subsidiary of Lushang Freda, from April 2016 to September
2017, where he was primarily responsible for overall management of daily business operations of the company and
ensuring the smooth operation of property management projects. From January 2018 to December 2019, he served
as a general manager of the Qingdao Region of Lushang Property and he was primarily responsible for the overall
management of daily business operations of the company, including overseeing our property management business
in Qingdao. From February 2019 to March 2021, Mr. Wang served as general manager assistant at Lushang Freda
and he was primarily responsible for overall business operation of Lushang Freda Group, including the business
of the Group. Since December 2022, Mr. Wang has been appointed as a director of Shandong Urban and Rural
Development Group Co., Ltd.* (LA H M2 EEEGR 2 7)) and has served as the chairman of Shandong Urban
and Rural Development Group Co., Ltd since April 2024.

Mr. Wang completed an undergraduate course in civil engineering from China University of Geosciences (4
#8 K E) in the PRC in July 2007 through distance learning, and a master’s degree in business management
from Northwestern Polytechnical University (Fadb T2 K2 in the PRC in March 2018. In November 2004, he
was certified as an engineer by the Shandong Commercial Group Headquarters Mediate Professional Engineering
Services Committee (ILRABEEFA N TREZERMBEPRTELZES). Mr. Wang was recognized as an
Outstanding Communist of Shandong Provincial Enterprise (|1 &4 &b ¥EFHEE 8) by the Shandong SASAC
in June 2017 and as an Outstanding Individual in Economic Work (4% T{E5E#E{E A) by Nanyuan Street Office and
Chinese Communist Party Working Committee in Central District of Jining City (BZEmmHh EELTERER KT
HEEmMmHREEHEEIELZER®) in February 2013,
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Non-executive Directors

Ms. Luo Ye (£ ), aged 38, was appointed as a non-executive Director on November 30, 2022.

Ms. Luo served as a staff member of the fund business department of Shandong Economic Development and
Investment Company from April 2015 to August 2016, a business manager of the capital operation department of
Shandong Finance Investment Group Co., Ltd. from August 2016 to July 2018. She served as a department manager
of the investment and financing department of Shandong New Kinetic Energy Fund Management Co., Ltd. from July
2018 to November 2020 and has served as the head of its planning and investment department since May 2025.
Ms. Luo had been serving as a deputy general manager of Shandong New Kinetic Energy Investment Management
Co., Ltd. from November 2020 to June 2023 and as its general manager from June 2023 to May 2025.

Ms. Luo obtained a bachelor’s degree in mathematical processes in finance and financial engineering from the
Shandong University in July 2008, a degree of master of science in mathematical processes in finance from
Loughborough University in December 2009, and a degree of doctor of philosophy in mathematical science from
Loughborough University in December 2014.

Ms. Li Han (Z=5%), aged 40, was appointed as a non-executive Director on June 30, 2023.

Ms. Li served at various positions at Shandong Commercial Group since July 2006, including as an accountant in the
finance department of Dongying Ginza Real Estate Co., Ltd.* (R&REFHEFRR A F]) from July 2006 to March
2008, as a deputy manager of the finance department of Qingdao Lushang Real Estate Co., Ltd.* (5 5& @ E
BR 7] from March 2008 to September 2010, and a deputy chief of the financial management department of
Lushang Real Estate Co., Ltd.* (B & /DB R A R]) from September 2010 to November 2010. From November
2010 to May 2014, Ms. Li successively served as the deputy manager and manager of Jinan Jinyilin Real Estate
Development Co., Ltd.* (B & ZMEEF AR A F]). From May 2014 to January 2016, she served as the chief
of the finance department of Shandong Lushang Real Estate Co., Ltd.* (ILER&AEBHEZEEGR 2 a)). From January
2016 to February 2018, Ms. Li was seconded to the financial management department of Shandong Commercial,
where she subsequently served as a manager from March 2018 to June 2020, a senior manager from July 2020 to
March 2023, and an assistant director from March 2023 to present.

Ms. Li obtained a bachelor’s degree in management from the Shandong University of Economics in July 2006 and
a master’s degree in engineering from the Shandong University in December 2013. She was accredited as a senior
accountant by the Senior Review Committee of Accounting Professional Qualifications of Shandong Province* (1L/5
A EXEERBRTEZES) in August 2019.

- For identification purposes only
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Independent non-executive Directors

Ms. Leung Bik San (RZ3t), aged 55, was appointed as an independent non-executive Director on June 6, 2022.
Ms. Leung is responsible for providing independent advice on the operations and management of the Group.

Ms. Leung has accumulated over 29 years of experience in the capital markets, regulatory and compliance and
corporate finance fields. From February 1993 to January 1997, Ms. Leung consecutively served as audit assistant,
audit semi-senior, audit senior, audit supervising senior and audit supervisor in Grant Thornton Byrne Hong
Kong, an accounting firm, where she was primarily responsible for providing audit services. From January 1997 to
April 2001, Ms. Leung served as a manager at KPMG, an international accounting firm, where she was primarily
responsible for preparing audit management and financial reports. From April 2001 to October 2009, Ms. Leung
served at Fox-Pitt Kelton (Asia) Limited, an investment bank, with her last position as a chief operating officer, where
she was primarily responsible for overseeing business operations. From November 2009 to December 2012, Ms.
Leung served as a chief operating officer at Keefe, Bruyette & Woods Asia Limited, an investment bank, where she
was primarily responsible for overseeing overall operations and formulating business strategies. Since January 2013,
Ms. Leung has been serving as a chief financial officer at Canaccord Genuity Hong Kong, a financial service firm,
where she is primarily responsible for the overall financial and operational management of Asia.

Ms. Leung obtained a bachelor’s degree in commerce from the University of New South Wales in Australia in April
1993 and a master’s degree of business administration from Warwick University in the United Kingdom in June
2009. Ms. Leung was certified as a certified practising accountant of the CPA Australia in May 1996 and as a
accountant of the Hong Kong Institute of Certified Public Accountants in September 1996.

Ms. Chen Xiaojing (FREE&EHF), aged 56, was appointed as an independent non-executive Director on June 6, 2022.
She is primarily responsible for providing independent advice to the Board.

Prior to joining the Group, from February 1994 to June 2000, Ms. Chen served as a training manager at Jinan
Xingao Technology Industry Development Area Property Management Company (R & #T i EE R R Y EE 18
#/X 7)), a property management company, where she was primarily responsible for hiring and training employees.
From July 2000 to November 2019, she served as deputy general officer at Shandong Real Estate Education
Training Centre (ILEREHEZE =317 0), where she was primarily responsible for management of daily business
operations. Since January 2020, she has served as a general manager of Zhongfang Vocational Education and
Management Centre Co., Ltd. (FEBZT B2 O AR A F]) and since April 2020 and until now, she has served as
a general manager of Zhongfang Vocational (Jinan) Education Consulting Co., Ltd. (PR (&R )HE ZAERE A
A]), respectively, where she is primarily responsible for general management and operations.

Ms. Chen obtained her diploma in economic management from Shandong Communist Party College (LIFR & £ E1R)
in the PRC in December 2002. She was certified as an assistant lecturer by Tianjin Human Resources Department (X
7 AEB) in September 2002, and she was engaged by Shandong Property Management Association as the Deputy
Secretary-General of Shandong Property Management Association in March 2020. She served as a member of the
second session of the Human Resources Development Committee of China Property Management Association in
December 2020.
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Independent non-executive Directors (continued)

Mr. Ma Tao (575) (formerly known as Ma Xinai), aged 68, was appointed as an independent non-executive
Director on June 6, 2022. He is primarily responsible for providing independent advice to the Board.

Prior to joining the Group, from 1985 to September 1993, he served as a lecturer in history at Hebei Normal
University (Rl dbEM&3 X&), From January 1998 to February 2001, he served as a professor at the Business
Administration School of Tongji University ([E}EAXZ2). Since April 2001, he has served as a professor at the School
of Economics Fudan University (8 B K&). Since June 2015, he has served as an independent non-executive director
at Lushang Freda, where he is primarily responsible for providing independent advice to the board of directors.
Since January 2021, he has served as an independent non-executive director at Shandong Sacred Sun Power Sources
Co., Ltd (LR EZERM (D AR A7), a company listed on the Shenzhen Stock Exchange (stock code: 002580) and
principally engaged in manufacturing led-acid battery, where he is primarily responsible for providing independent
advice to the board. Since May 31, 2021, he has served as an independent non-executive director of Jujiang
Construction Group Co., Ltd. (Hong Kong Stock Exchange stock code: 1459).

Mr. Ma obtained a bachelor’s degree in history from North West University (74t A22) in the PRC in July 1982, a
master's degree in history from Hebei Normal University (a3t Rl #3 KX 22) previously known as Hebei Normal College
(RAbEM&5E2ER) in the PRC in June 1985 and a doctorate degree in philosophy from Fudan University in the PRC in
January 1996. In January 1998, he completed the post-doctoral research on economics at Fudan University in the
PRC. Mr. Ma was certified as a professor by Tongji University (Rl AE2) in July 2000.
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SENIOR MANAGEMENT

Mr. Liu Jiapeng (ZI50AR), aged 49, is the deputy general manager of the Company. He is mainly responsible for
the human resources, capital management, basic business management, elevator operations and other businesses
of the Company. Mr. Liu joined the Group in January 2011 as a manager of our financial department.

Prior to joining the Group, from July 1996 to May 2002, Mr. Liu served as an accounting supervisor at Shandong
World Trade Centre (LLUERtFE FH 1), where he was primarily responsible for overseeing daily accounting
operations. From May 2002 to January 2007, Mr. Liu served as an accountant of Shandong Yinzuo Commercial
City Limited (LI B R FERG A% (9 B BR 2 F]), a company principally engaged in retail business, where he was primarily
responsible for handling accounting matters. From January 2007 to August 2007, Mr. Liu served as a deputy
manager of the finance department at Lushang Property, where he was primarily responsible for auditing and
management of the daily operation of finance department. From August 2007 to December 2009, he served
successively as a deputy manager and manager of the finance department at Tai’an Yinzuo Real Estate Development
Company Limited (Zx %2 3R £ 5 H E 7 85 A R 2 F)), where his primary duty was to formulate the financial plans. From
December 2009 to July 2010, Mr. Liu served as the financial manager of the assets management center at Lushang
Freda where his primary duty was to formulate the financial plans. From July 2010 to January 2011, Mr. Liu served
as a general manager assistant and the head of finance at Tai'an Yinzuo Real Estate Development Company Limited,
where he was primarily responsible for internal coordination and communication, assisting the general manager in
managing the company and overseeing the daily work of finance department.

Upon joining the Group in January 2011, Mr. Liu served successively as finance department manager, head
accountant and executive deputy general manager at Harbin Lushang until September 2019. In addition to
managing financial and accounting affairs and overseeing daily operations in the aforementioned roles, Mr. Liu
was also responsible for general management of the property management business of the Group in Harbin,
Heilongjiang province. From September 2019 to March 2021, Mr. Liu served as the general manager of the
Company. From March 2021 to April 2023, Mr. Liu served as Deputy General Manager of the Company. Since April
2023, he has been the party committee member and deputy general manager of the Company.

Mr. Liu completed an undergraduate course in accounting from Shandong Province Financial College (LR8I
) in the PRC in July 2009. He was certified as an Intermediate Accountant by the Ministry of Finance in the
PRC in May 2005, was awarded as a model builder (3% &2 ) by Harbin Federation of Trade Unions (W EET
# T =) in January 2018, and was engaged by Shandong Property Management Institute as the vice chairman of
Shandong Property Management Institute in December 2019. On September 30, 2022, he was certified as a senior
political engineer by the Shandong Provincial Office of Professional Position Assessment for Enterprise Ideological
and Political Staff (ILR&E X BEBUA TEA B ZERBTTE TERLQE).
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SENIOR MANAGEMENT (CONTINUED)

Ms. Li Haiyan (Z/8%), aged 49, the deputy general manager of the Company, is primarily responsible for the
party building, mass organizations, petition stability, ideology, bidding and procurement and capital operation of
the Company.

Ms. Li worked as the sales planning personnel of strategic planning department of Jinan Huitong Real Estate
Development Co., Ltd. (&4t EHERF 2 A R 22 ) from July 2001 to June 2003, the planning personnel of sales
department of Shandong Commercial Real Estate Development Co., Ltd. (ILERAEEEMEFRZEGR A A]) from
June 2003 to April 2005, the head of sales department of Linyi Shangcheng Real Estate Co., Ltd. (BT M E XA
fR 2 7]) from April 2005 to January 2007, the deputy head of development and marketing department of Lushang
Property from January 2007 to January 2008, the head of development and marketing department of Lushang
Property from January 2008 to June 2008, the manager of sales department of National Fitness Center Project
Company of Lushang Property (B & ¥ 2 K& &+ 018 H A 7)) from June 2008 to April 2010, the assistant to the
general manager of marketing department of Jinan Lushang Square Project Branch Company of Lushang Property
(EBEXEBENRESEEB H2F]) from April 2010 to November 2010, the assistant to the general manager of
Lushang Guo'ao City Project Company of Lushang Property (& & & 3 & R B 8478 B 2 &) from November 2010 to
April 2011, the deputy general manager and manager of sales department of Lushang Guo'ao City Project Company
of Lushang Property (BRI & B RBIEMIE B 2 F]) from April 2011 to April 2013, the deputy head of marketing
management department of Lushang Property from April 2013 to July 2015, the deputy general manager and head
of marketing department of Lushang Freda Health Investment Co., Ltd. (B &imEREIRE AR 2 A]) from July
2015 to April 2017, the executive deputy head of marketing management department of Lushang Property from
April 2017 to January 2018, the head of marketing management department of Lushang Property from January
2018 to July 2019, the head of marketing management department of Lushang Health Industry Development Co.,
Ltd. (BREREEEZERMDBRDF) from July 2019 to March 2021, the general manager of brand marketing
center and head of marketing management department of brand marketing center of Lushang Health Industry
Development Co., Ltd. (BREEEZZEREKMHBER A7) from March 2021 to October 2021, director of both
marketing line and brand line of brand marketing center of Lushang Health Industry Development Co., Ltd. (& &
BREZERR M AR A A]) from October 2021 to February 2022, and the general manager of value-added business
unit of the Company from February 2022 to April 2023. She has been the party committee member and deputy
general manager of the Company since April 2023.

Ms. Li obtained a bachelor’s degree in business administration from Shandong University in July 2001, and a master
degree in engineering in project management from Shandong University in December 2019.

- For identification purposes only
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COMPANY SECRETARY

Mr. Yang Zhen (##R), aged 39. He is serving as our company secretary and is primarily responsible for handling
corporate secretarial matters. Mr. Yang joined the Group in May 1, 2014 and has served as the director of the office
of the Board since November 2022, where he has been primarily responsible for managing capital markets affairs
and daily business operations of the Board.

Prior to joining the Group, from June 2011 to June 2012, Mr. Yang worked as recruitment specialist at China
Railway No. 5 Engineering Group Co., Ltd. (F#E A BEEREETEBREE2AA), an infrastructure company,
where he was primarily responsible for employee recruitment. From July 2012 to May 2014, he served as a member
of the research and design department at Lushang Property, where he was primarily responsible for design and
management work.

Upon joining the Group in May 2014, Mr. Yang served successively as the head of human resources management of
the general department and deputy manager of the general department and manager of the marketing department
at Lushang Design until January 2021, where he was primarily responsible for managing human resources affairs,
market expansion and business operations, and formulating marketing plans in accordance with market changes.
From January 2021 to May 2021, he served as a deputy head of the comprehensive management department of the
Company, where he was primarily responsible for managing capital markets affairs and daily business operations.

Mr. Yang obtained his bachelor’s degree in human resources management from Guizhou University (Z /1 AZ2) in
the PRC in July 2011.

* For identification purposes only
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The Board hereby presents this Corporate Governance Report for the year ended December 31, 2025.

COMPLIANCE WITH THE CORPORATE GOVERNANCE CODE

We aim to achieve high standards of corporate governance which are crucial to our development and safeguard the
interests of our Shareholders. The Group has adopted the code provisions in Part 2 of the Corporate Governance
Code as its own code of corporate governance.

During the Year, the Group has applied the principles of good corporate governance and complied with all the code
provisions as set out in Part 2 of the Corporate Governance Code.

COMPLIANCE WITH MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted the Model Code as a code of conduct for securities transactions by the Directors.

Upon specific enquiry, all Directors confirmed that they have complied with the Model Code during the Year.

CORPORATE CULTURE

Corporate mission: Serving a better life and sharing happiness

Corporate vision: Building a nationwide first-class modern service enterprise

Brand concept: Guarding a better life earnestly

Core values: Honesty, justice, sharing and win-win cooperation

Corporate spirit: Hard work and dedication, integrity and innovation, self-reliance and
self-improvement

Corporate service concept: Sincere services/enthusiasm for customers/protection for customers/secure services/

comfortable environment

Corporate learning concept:  Continuous learning, integrating knowledge and actions, thinking of the best and
doing the best

Corporate code of conduct: ~ Maintaining, loving and dedicating to Lushang
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BOARD OF DIRECTORS
Board Composition

As at December 31, 2025, the Board comprises eight Directors with two executive Directors, three non-executive
Directors, and three independent non-executive Directors. With regards to gender diversity on the Board, we
recognize the particular importance of gender diversity. Our Board currently comprises four female Directors and
four male Directors. Hence, we consider the Board has achieved gender diversity. We will continue to take steps to
promote and maintain gender diversity at all levels of our Company, including but without limitation at our Board
and senior management levels.

Details of our Board composition as at December 31, 2025 and up to the date of this annual report are set out
below:

Executive Directors
Mr. Ning Daoju
Mr. Shao Meng

Non-executive Directors

Mr. Wang Zhongwu (Chairman)
Ms. Li Han

Ms. Luo Ye

Independent Non-executive Directors
Ms. Leung Bik San

Ms. Chen Xiaojing

Mr. Ma Tao

Personal particulars of the Directors are set out in the section headed “Directors and Senior Management” of this
annual report. No relationship (including financial, business, family or other material/relevant relationship(s)) exist
between any member of the Board and other Directors and senior management.

THE ROLE OF THE BOARD OF DIRECTORS AND THE MANAGEMENT

The Board shall be accountable to the general meeting and responsible for the Group’s governance, establishing
the Group’s business and management strategies and direction, and supervising and controlling operational
and financial performance to maximize long-term Shareholder value. The duties of the Board include but not
limited to (i) convene a general meeting and report its work to such meeting; (ii) implement the resolutions of a
general meeting; (iii) decide on the operation plans and investment schemes of the Company and formulate the
development strategies of the Company; (iv) prepare the annual financial budget plan and final account plan of
the Company; (v) prepare the profit distribution plan and the loss recovery plan of the Company; (vi) decide on
the establishment of the internal organizations of the Company; (vii) establish a basic management system of the
Company; (viii) appoint or remove the senior management and decide on their remunerations; (ix) listen to the work
report of the general manager and examine such work; and (x) exercise other duties and powers specified in relevant
laws, regulations, and the Articles of Association.

Matters relating to the daily operations and management of the Group shall be handled by the management
authorized by the Board. The Board provides clear guidelines on the management authority of the management
team and the management team should report, and regularly reviews the authorized functions, rights and tasks to
ensure that they remain applicable.
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INDEPENDENT NON-EXECUTIVE DIRECTORS

The independent non-executive Directors play an essential role in the Board through their independent professional
judgment, and their views play an important role in the decisions of the Board. Their extensive experience has
contributed significantly to enhancing the decision-making capability of the Board and achieving a sustainable and
balanced development of the Group.

For the year ended December 31, 2025, the Board has complied with the requirements of Rule 3.10A of the Listing
Rules (which specified that an issuer must appoint independent non-executive directors representing at least one-
third of the board), and the requirements of Rules 3.10(1) and 3.10(2) of the Listing Rules (which specify that
every board of directors shall include at least three independent non-executive directors, and at least one of the
independent non-executive directors must have appropriate professional qualifications or accounting or related
financial management expertise).

Each independent non-executive Director shall inform the Company and the Stock Exchange as soon as practicable
if there is any subsequent change of circumstances which may affect his/her independence. The Company has
received written annual confirmation from each independent non-executive Director of his/her independence
pursuant to the requirements of the Rule 3.13 of the Listing Rules. The Company considers all independent non-
executive Directors to be independent.

The Board has also established mechanisms to ensure independent views are available to the Board, including
providing the Directors with sufficient resources to perform its duties and shall seek, at the Company’s expense,
independent professional advice to perform its responsibilities if necessary. For the year ended December 31, 2025,
the Board reviewed the implementation of the abovementioned mechanism and considered the mechanism to be
appropriate and effective.

THE APPOINTMENT OF DIRECTORS

Code provision B.2.2 of the Corporate Governance Code provides that every Director, including those appointed for
a specific term, shall be subject to retirement by rotation at least once every three years. The term of office of each
Director shall be three years or until the expiration of the term of the first session of the Board. Their re-election shall
be subject to the provisions of the Articles of Association.
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NOMINATION POLICY

The Nomination Committee identifies suitably qualified individuals and makes recommendations to the Board
for nomination as directors to ensure that the members of the Board have the skills, experience, and multiple
perspectives necessary to meet the business needs of the Company. The Nomination Committee will evaluate
candidates based on the Company’s business model and specific needs with reference to the following factors,
including but not limited to the provisions of the Articles of Association, occupation, educational background,
professional title and working experience.

The procedure for nominating Directors is as follows:

(i) To make nominations, the Nomination Committee shall comprehensively evaluate and analyse the current
Directors according to the Company’s development needs, put forward demand suggestions and develop a job
description.

(i) The Nomination Committee shall then widely search for candidates according to the requirements.

(iii) The Nomination Committee shall then confirm the candidate’s occupation, educational background,
professional title and work experience.

(iv) In accordance with the provisions of laws and regulations and the Articles of Association, the Nomination
Committee shall seek the consent of candidates for the nomination of Directors.

(v) The Nomination Committee shall then hold a meeting to review the qualifications of candidates.
(vi) The Nomination Committee shall then propose candidate suggestions and relevant materials to the Board.

(vii) Other follow-up work in accordance with the opinion of the Board.
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BOARD DIVERSITY POLICY

The Company has adopted the Board Diversity Policy which sets out the approach to achieve diversity on our
Board. The Company recognizes and embraces the benefits of having a diverse Board and sees increasing diversity
at the Board level as an essential element in supporting the attainment of our Company’s strategic objectives and
sustainable development. The Company seeks to achieve Board diversity through the consideration of a number
of factors, including but not limited to talent, skills, gender, age, cultural and education background, ethnicity,
professional experience, independence, knowledge and length of service. We will select potential Board candidates
based on merit and his/her potential contribution to our Board while taking into consideration our own business
model and specific needs from time to time.

All Board appointments will be based on meritocracy and candidates will be considered against objective criteria,
having due regard to the benefits of diversity on our Board.

Our Directors have a balanced mix of knowledge, skills and experience, including property management, business
management, engineering operation, construction design, audit, finance and investment. They obtained degrees
in various majors, including public administration, business management, engineering, commerce and economics.
We have three independent non-executive Directors who have different industry backgrounds, representing over
one-third of our Board members. Furthermore, our Board has a wide age range of 37 to 68 years old. Taking into
account our existing business model and specific needs as well as the different background of the Directors, the
Company considers that the composition of the Board satisfies the Board Diversity Policy.

The Nomination Committee is responsible for ensuring the diversity of our Board members and will review the Board
Diversity Policy from time to time to ensure its continued effectiveness.
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BOARD COMMITTEES
Strategy and ESG Committee

The Board has established the Strategy and ESG Committee with written terms of reference. The Strategy and
ESG Committee consists of three Directors, namely Mr. Wang Zhongwu (£ &), Mr. Shao Meng (AB#5) and Ms.
Chen Xiaojing (FREEEF). Mr. Wang Zhongwu (EEE) currently serves as the chairman of the Strategy and ESG
Committee. The primary duties of the Strategy and ESG Committee include:

e reviewing and making recommendations to the Board on, our business objectives, general strategic
development plan and specific strategic development plans;

e evaluating factors which may affect our strategic development plans and their implementation, in light
of domestic and foreign economic and financial conditions and market development trends, and making

recommendations to the Board on adjustment to our strategic development plans in a timely manner;

e evaluating the general development conditions relating to various financial businesses, and making
recommendations to the Board on adjustment to our strategic development plans in a timely manner;

e reviewing our strategic capital allocation and objectives of asset and liability management, and making
recommendations to the Board;

e reviewing our business development plans, major investment and financing proposals submitted by senior
management, and making recommendations to the Board;

e reviewing plans for establishment or adjustment of our internal bodies, tier-1 branches, direct branches or other
direct affiliates, or overseas affiliates, and making recommendations to the Board;

e supervising and inspecting the implementation of our business plans and investment plans;

e reviewing proposals for our annual financial budget and final accounts submitted by senior management, and
making recommendations to the Board;

e reviewing our plans for establishment of a legal entity or merger and acquisition proposals, and making
recommendations to the Board;

e reviewing our matters on external investment, acquisition of assets, disposal of assets, asset write-off and
provision of guarantees, and making recommendations to the Board;

e evaluating our corporate governance and making recommendations to the Board;

e specifying and implementing ESG-related work according to the major issues, strategies and guidelines derived
from the importance assessment of ESG;

e coordinating annual environmental, social and governance (ESG) reporting; and
e other matters required by laws, administrative regulations, departmental rules and authorised by the Board.

For the year ended December 31, 2025, the Strategy and ESG Committee has held one meeting.
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BOARD COMMITTEES (CcoNTINUED)
Audit Committee

We have established the Audit Committee on June 6, 2022 pursuant to Rule 3.21 of the Listing Rules with written
terms of reference in compliance with Principle D.3 of the Corporate Governance Code.

The Audit Committee consists of three members, namely Ms. Leung Bik San (ZZHf), Ms. Li Han (ZJ%) and Ms.
Chen Xiaojing (FREEEH). The chairlady of the Audit Committee is Ms. Leung Bik San (Z2H#), who is an independent
non-executive Director with the appropriate professional qualifications or accounting or related financial
management expertise.

The primary duties of the Audit Committee are to (i) review and supervise our financial reporting process and
internal control system of the Group, risk management (including but not limited to business, operation as well
as environmental, social and governance related risks) and internal audit, (ii) provide advice and comments to our
Board and (iii) perform other duties and responsibilities as may be assigned by our Board.

For the year ended December 31, 2025, the Audit Committee held three meetings and reviewed the Company’s
annual consolidated financial information in 2024, the interim consolidated financial information in 2025, as well as
the relevant information about the continuing connected transactions.

Remuneration Committee

We have established the Remuneration Committee on June 6, 2022 pursuant to Rule 3.25 of the Listing Rules with
written terms of reference in compliance with Principle E.1 of the Corporate Governance Code.

The Remuneration Committee consists of three members, namely Mr. Ma Tao (57%), Mr. Wang Zhongwu (T £ R)
and Ms. Chen Xiaojing (FREE#¥). The chairman of the Remuneration Committee is Mr. Ma Tao (55/5).

The primary duties of the Remuneration Committee are to (i) establish, review and provide advice to our Board on
our policies concerning remuneration of Directors and senior management officers and on the establishment of a
formal and transparent procedure for developing policies concerning such remuneration; (ii) to determine the terms
of the specific remuneration package of each executive Director and senior management; (iii) to review and approve
performance-based remuneration by reference to corporate goals and objectives resolved by our Directors from time
to time; and (iv) to review and/or approve matters relating to share schemes under Chapter 17 of the Listing Rules.

For the year ended December 31, 2025, the Remuneration Committee held one meeting to review the remuneration
policy and structure of the Company.

Nomination Committee

We have established the Nomination Committee on June 6, 2022 pursuant to Rule 3.27A of the Listing Rules with
written terms of reference in compliance with Principle B.3 of the Corporate Governance Code.

The Nomination Committee consists of three members, namely Ms. Chen Xiaojing (FRE25%), Mr. Ma Tao (§5/8) and
Mr. Ning Daoju (2238 £2). The chairlady of the Nomination Committee is Ms. Chen Xiaojing (FREEE}).

The primary duties of the Nomination Committee are to (i) review the structure, size and composition of our Board
on a regular basis and make recommendations regarding any proposed changes to the composition of our Board; (ii)
identify, select or make recommendations to our Board on the selection of individuals nominated for directorship,
and ensure the diversity of our Board; and (iii) assess the independence of our independent non-executive Directors
and make recommendations on matters relating to the appointment, reappointment and removal of our Directors
and succession planning.
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GENERAL MEETINGS, BOARD OF DIRECTORS AND THE BOARD COMMITTEES’
MEETINGS

The general meeting is the highest authority of the Company. It provides an opportunity for direct communication
and a sound relationship between the Shareholders and the Board and senior management. The Company attaches
great importance to the general meeting. For the year ended December 31, 2025, the Company convened a total of
four general meetings, namely the 2024 annual general meeting of the Company held on June 27, 2025, the 2025
first extraordinary general meeting of the Company held on June 27, 2025, the 2025 second extraordinary general
meeting of the Company held on June 27, 2025, and the 2025 third extraordinary general meeting of the Company
held on October 30, 2025. All the resolutions submitted at the general meetings were passed.

Regular meetings of the Board shall be held at least four times a year, and shall be convened by the Chairman of the
Board. All Directors shall be given not less than fourteen days’ notice for regular Board meetings. For other meetings
of the Board and special committees under the Board, reasonable notice will be given.

For the year ended December 31, 2025, the Board convened five meetings. The following table sets out the
attendance of each of our Directors at the meetings of the Board and the special committees under the Board and
general meetings during the said period:

Number of attendance/Number of meetings held

Strategy and

Audit Remuneration Nomination ESG General
Name of Director Committee Committee Committee Committee meetings
Mr. Wang Zhongwu 5/5 - 17 - 7 4/4
Mr. Ning Daoju 5/5 - - 0/0 - 4/4
Mr. Shao Meng 5/5 - - - 7 4/4
Ms. Luo Ye 5/5 = = = = 3/4
Ms. Li Han 5/5 313 - - - 4/4
Ms. Leung Bik San 5/5 3/3 - - - 4/4
Ms. Chen Xiaojing 5/5 313 1A 0/0 171 4/4

Mr. Ma Tao 5/5 = A 0/0 = 4/4
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DIRECTORS’ TRAINING AND CAREER DEVELOPMENT

Directors should participate in appropriate continuing professional development to develop and refresh their
knowledge and skills. The Company has arranged training for its Directors and provided them with reading material
on relevant topics. Every newly appointed Director shall receive a formal and comprehensive induction on the
first occasion of his/her appointment to ensure appropriate understanding of the business and operations of the
Company. All Directors have been trained in respect of the duties and responsibilities of Directors, the relevant laws
and regulations applicable to Directors and the duty of disclosure of interests, and have read materials relevant to
the Company’s business or the Directors’ functions and powers.

All the Directors namely, Mr. Wang Zhongwu, Mr. Ning Daoju, Mr. Shao Meng, Ms. Luo Ye, Ms. Li Han, Ms. Leung
Bik San, Ms. Chen Xiaojing and Mr. Ma Tao have complied with Principle C.1 of the Corporate Governance Code

and participated in continuous professional development to develop and refresh their knowledge and skills.

Training received by Directors for the year ended December 31, 2025:

Directors Types of training Mot

Mr. Wang Zhongwu A,B
Mr. Ning Daoju A,B
Mr. Shao Meng A,B
Ms. Luo Ye A,B
Ms. Li Han A,B
Ms. Leung Bik San A,B
Ms. Chen Xiaojing A,B
Mr. Ma Tao A,B
Notes:

A: Attended training sessions, including but not limited to, briefings, seminars and conferences.

B: Read relevant news alerts, newspapers, journals, magazines and relevant publications.
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THE REMUNERATION OF SENIOR MANAGEMENT

Details of the remuneration of the Directors, the Supervisors and chief executives and the respective remuneration
of the five highest paid individuals for the year ended December 31, 2025 are set out in Note 12 to the consolidated
financial statements. Their remuneration is determined and recommended based on their respective experience,
qualification, position and seniority. None of the Directors and the Supervisors had waived or agreed to waive the
receipt of any emoluments during the year ended December 31, 2025.

The remuneration level of the Company’s senior management (excluding Directors) by band for the year ended
December 31, 2025 is set out below:

Remuneration level (RMB) Number of persons

500,000-1,000,000 2

CORPORATE GOVERNANCE FUNCTION

The Board has a duty to perform the functions set out in code provision A.2.1 of the Corporate Governance Code.
During the year ended December 31, 2025, the Board (i) has developed and reviewed the Company’s policies
and practices on corporate governance; (ii) reviewed and monitored the training and continuing professional
development of Directors and senior management and the Company’s policies and practices in relation to
compliance with legal and regulatory requirements; (iii) developed, reviewed and monitored the code of conduct
and compliance manual to employees and Directors; and (iv) reviewed the Company’s compliance with the
Corporate Governance Code.

DIRECTORS’ AND OFFICERS’ INSURANCE

The Company has arranged for appropriate insurance cover for Directors’ and Officers’ liabilities in respect of any
legal actions against them arising out of the Company’s business, and the insurance coverage will be reviewed
annually.

INTERNAL CONTROL AND RISK MANAGEMENT

We have implemented various risk management policies and measures to identify, assess, manage and monitor risks
arising from our operations. Risks identified by our management team, internal and external reporting mechanism,
remedial measures and contingency management have been codified in our policies.

To monitor the ongoing implementation of our risk management policies and corporate governance measures, we
have adopted, among others, the following risk management and internal control measures:

e we have adopted various quality control and supervision measures and procedures to prevent risks relating to
our services;

e we have established the Audit Committee responsible for overseeing our financial records and risk management
and internal control procedures and policies; and

e our human resources department is responsible for monitoring compliance with our internal rules and
procedures by our employees to ensure that we comply with the relevant regulatory requirements and the
applicable laws so as to reduce our legal risks.
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INTERNAL CONTROL AND RISK MANAGEMENT CONTINUED)

We strive to foster a strong compliance culture among our employees. To achieve such compliance culture and set
the expectations for individual behaviour across the Group, we adopted procedures and policies to ensure strict
accountability of individual employees, and regularly conduct internal compliance checks and inspections and
conduct compliance training.

The Group has each department and subsidiaries of the Company to collect risk information and conduct risk
identification, analysis and assessment. Secondly, the risk assessment results from the above-mentioned units are
summarized and submitted to the lead department of the Company for risk management, and a list of significant
risks of the Group (or a database of significant risks) is formed upon sorting. Upon approval by the general manager,
such significant risks will be listed as the focus of internal control of the Group. The six major risks, namely strategic
risk, financial risk, market risk, operating risk, compliance risk and legal risk are the main targets for the Group’s risk
management and also serve as a guide and direction for the construction of the internal control system. The Group
adopts a policy that manages risks from multiple dimensions of risk avoidance, control and acceptance according to
the level of risk ranging from significant to slight.

By implementing the internal control system, the Group controls risks associated with its business operations
and subject to management from dimensions of risk control and acceptance. Each business department of the
Company and its subsidiaries are the first line of defense for the above risk management, which implement risk
control measures in business processing and operations. The Company’s legal and compliance department, as a
comprehensive risk management functional department, forms the second line of defense together with other
functional departments, responsible for professional risk management and playing a role in addressing gaps in
risk control by enhancing and monitoring risk management. The Company has also established an internal audit
mechanism for risk management, which is also an internal control monitoring and evaluation mechanism, i.e. the
audit department is responsible for monitoring and evaluating risk management and internal control. This is the
third line of defense for the Group’s risk management.

In respect of financial risk, the Company has formulated and implemented a financial reporting management
system, and adopted a series of control measures such as internal approval and external audit to reasonably ensure
the effective internal control over financial reporting and the financial reporting risks within control. Regarding
the safety production management risks, by establishing a safety production management system and formulating
safety accident prevention and control measures, the Company strictly implements the main body responsibility
of the enterprise. For the non-compliance risk associated with property management services, a service standard
system has been set in place to clarify compliance obligations and effectuate compliance operation.

The Board is of the view that the Group’s risk management and internal control systems were effective and
adequate in 2025 and thus the overall risk level was within the tolerable range of the Group.
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INTERNAL CONTROL AND RISK MANAGEMENT (conTINUED)

The Board confirms that it is responsible for the Group’s risk management and internal control systems and regularly
reviews the effectiveness of such systems at least annually; acknowledges that such risk management and internal
control systems are designed to manage the risks associated with the achievement of business objectives but not
to eliminate the risk of failure to achieve business objectives; and can only make reasonable rather than absolute
assurance that no material misstatement or loss will result.

The Company also maintains strict anti-corruption policies to recognize and deal with bribery and corruption and to
handle corporate donation and sponsorship activities of the Group, which applies to all employees and related third
parties who deal with the Group. The Company has a whistle-blowing policy that serves the purpose of establishing
whistle-blowing procedures for employees and other relevant external parties of our Company, in order to report
and escalate any suspicious misconducts. In accordance with the policy, we protect all whistle-blowers from any
kind of retaliation. All the information provided by the whistle-blowers will be strictly confidential.

PROCEDURES FOR HANDLING AND DISSEMINATION OF INSIDE INFORMATION

The Company maintains a policy on disclosure of inside information with reference to the Guidelines on Disclosure
of Inside Information issued by the Securities and Futures Commission. The policy sets out procedures and internal
controls for handling and disseminating inside information in an appropriate and timely manner, such as taking
steps to determine sufficient details, conducting internal assessment of the matter and its possible impact on
the Company, seeking professional advice when required and verifying the facts. Anyone in possession of the
information must ensure such information is kept in strict confidentiality and is not allowed to buy or sell any
securities of the Company until the information is fully disclosed to the public.

DIRECTORS’ RESPONSIBILITIES FOR FINANCIAL REPORTING IN RELATION TO
FINANCIAL STATEMENTS

The Directors understand their responsibility for preparing the financial statements of the Company for the year
ended December 31, 2025, which give a true and fair view of the condition of the Company and the Group and of
the Group’s results and cash flows.

The management has provided to the Board such explanation and information as are necessary to enable the
Board to carry out an informed assessment of the Company’s financial statements, which are put to the Board for
approval. The Directors were not aware of any material uncertainties which may cast significant doubt upon the
Group’s ability to continue as a going concern.

The auditor’s statement on its reporting responsibilities in respect of the Group’s consolidated financial statements
is set out in the Auditor’s Report in this annual report.

PRINCIPAL RISKS AND UNCERTAINTIES

A review of the Group’s business during the Year, which includes a discussion of the principal risks and uncertainties
facing by the Group, particulars of important events affecting the Group during the Year, and an indication of likely
future developments in the Group’s business, could be found in the sections headed “Chairman’s Statement”,
“Management Discussion and Analysis” and “Corporate Governance Report” in this annual report. The review and
discussion form part of the Report of the Board.
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AUDITOR'S REMUNERATION

For the year ended December 31, 2025, the Company’s remuneration to the external auditor of the Company,
ShineWing, for audit services for 2025 was RMB0.28 million. Apart from this, the external auditor of the Company,
ShineWing, provided non-audit services in respect of 2025 interim results review at a fee of RMB0.07 million.

COMPANY SECRETARY

Mr. Yang Zhen and Mr. Wong Wai Chiu (associate director of our former external service provider: SWCS Corporate
Services Group (Hong Kong) Limited) were appointed as the joint company secretaries of the Company. Mr. Wong
Wai Chiu resigned as a joint company secretary of the Company with effect from August 22, 2025 and Mr. Yang
Zhen meets the qualification of the company secretary under Rules 3.28 and 8.17 of the Listing Rules and has acted
as the sole company secretary of the Company with effect from August 22, 2025.

During the year ended December 31, 2025, Mr. Yang Zhen has received relevant professional training of not less
than 15 hours in accordance with Rule 3.29 of the Listing Rules.

SHAREHOLDERS’ RIGHTS

In order to safeguard the interests and rights of Shareholders, the Company proposes separate resolutions on
significant events (including the election of individual director) at general meetings. All resolutions proposed at
general meetings will be voted by poll pursuant to the Listing Rules, and the poll results will be published on the
websites of the Company and the Stock Exchange upon the conclusion of each general meeting.

Convening of general meetings

Pursuant to the Articles of Association, the general meetings are generally convened by the Board.

Two or more of independent non-executive Directors shall be entitled to propose to the Board to convene an
extraordinary general meeting. Regarding the proposal requesting to convene an extraordinary general meeting by
the independent non-executive Directors, the Board shall, in accordance with laws, administrative regulations and
the Articles of Association, inform in writing whether it agrees or disagrees to convene an extraordinary general
meeting within ten days upon receipt of the proposal.

Shareholder(s) severally or jointly holding more than ten percent of the shares of the Company shall be entitled to
request the Board to convene an extraordinary general meeting, and shall put forward such request to the Board in
writing. The Board shall, in accordance with laws, administrative regulations and the Articles of Association, inform
in writing whether it agrees or disagrees to convene an extraordinary general meeting within ten days upon receipt
of the request.
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SHAREHOLDERS’ RIGHTS (CONTINUED)
Proposals of general meetings

When a general meeting is convened by the Company, the Board and Shareholder(s) who severally or jointly hold(s)
more than three percent of the shares of the Company shall be entitled to make proposals to the general meetings.

Shareholder(s), who severally or jointly hold(s) more than three percent of the shares of the Company, may submit
ad hoc proposals in writing to the convener ten days before the convening of the general meeting. The convener
shall issue a supplemental notice of the general meeting within two days upon receipt of the proposals and
announce the contents of the ad hoc proposals, and place the proposals on the agenda for the general meeting and
submit the proposals for consideration at the general meeting if such proposals fall within the scope of duties of
general meetings. Except for circumstances provided in the above paragraph, the convener, after issuing the notice
of the general meeting, shall neither modify the proposals stated in the notice of general meetings nor add new
proposals.

Enquiries to the Board

The Company maintains a website at www.lushangfuwu.com, where information on the Company’s businesses
and projects, key corporate governance policies and announcements, financial reports and other information are
available for public access. Shareholders and investors may send written enquiries or requests to the Company by
the following ways:

Address: Room 202, Block 2, Lushang Guo'ao City, No. 9777 Jingshi Road, Lixia District, Jinan, Shandong, PRC
Email: [sfwIx@163.com

COMMUNICATION WITH SHAREHOLDERS AND INVESTOR RELATIONS

The Company believes that effective communication with shareholder is essential to enhance investor relations
and to keep investors informed of the Group’s business performance and strategies. The Company has established
various and a wide range of communication channels with Shareholders, including general meeting, annual results
and interim results, annual and interim reports, announcements and circulars and performance conference. To
facilitate the communication between the Company and investors, the Company holds meetings, briefings and
roadshows with investors and analysts from time to time. Apart from that, the Company invites investors and
business stakeholders to visit our management site every now and then, giving them the opportunities to meet with
the local management and visit our facilities. During their visits, the Company collects feedback from visitors on
our performance and learns about their expectations. Shareholders may make enquires with the Company through
channels mentioned above, and provide comments and recommendations to the Directors or managements at
any time. Upon receipt of written enquiries from Shareholders, the Company will make actual responses to the
Shareholders as soon as possible.

In addition, the Company updates its website from time to time to keep the Shareholders updated of the recent
development of the Company. The Company endeavors to maintain an ongoing dialogue with Shareholders. At
the annual general meeting, the Directors (or their delegates as appropriate) will be available to meet with the
Shareholders and answer their enquiries. Having considered the multiple channels of communication in place as
described above, the Company considers the implementation of the Shareholders’ communication policy during
2025 was effective.
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DIVIDEND POLICY

The Company currently does not set any pre-determined dividend payout ratio. The payment and amounts of
dividends (if any) depend on our results of operations, cash flows, financial position, statutory and regulatory
restrictions on the dividend paid by us, future prospects and other factors which we consider relevant. The
declaration, payment and amount of dividends will be subject to our discretion. The proposed payment of dividends
is also subject to the absolute discretion of our Board, and any declaration of final dividend for the year will be
subject to the approval of our Shareholders.

EMPLOYEE DIVERSITY

The Group insists on the principle of fairness and voluntariness in recruitment, and does not impose any restrictive
requirements on gender, ethnicity, nationality and region. In order to avoid child labour and forced labour, we, in
strict compliance with the provision of Article 15 of the Labour Law of the PRC, ban the employer from recruiting
juveniles under the age of 16, and strictly check whether the actual age of the candidates meets the employment
criteria by checking their identity card, etc.. By the end of December 31, 2025, the Group had 1,310 employees in
total.

The indicators on employees of the Group in 2025 are as follows:

Percentage of
total number

At the end of employees

of 2025 at the end
Name of indicator (persons) of 2025
Male employees 697 53.2%
Female employees 613 46.8%
Employees aged 30 and under 295 22.5%
Employees aged from 31 to 50 862 66.6%
Employees aged 51 or above 153 10.9%

The Group encourages gender diversity across its workplace. We maintain a 53:47 ratio of males to females in the
workforce as at December 31, 2025. The Board considers that gender diversity in respect of both the Board and the
workforce (including senior management) has been achieved.

ARTICLES OF ASSOCIATION

For the year ended December 31, 2025, the Company has amended the Articles of Association at the 2025 second
extraordinary general meeting held on June 27, 2025. The latest version of the Articles of Association is available on
the Company’s website (www.lushangfuwu.com) and the website of the Stock Exchange (www.hkexnews.hk).
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The Board is pleased to present its Directors’ report and the audited consolidated financial statements of the
Company for the year ended December 31, 2025.

GENERAL INFORMATION AND INITIAL PUBLIC OFFERING

The Company was established in the PRC on March 24, 2006 and converted into a joint stock company with limited
liability on March 12, 2021. 33,340,000 H Shares with a nominal value of RMB1.00 each were listed on the Main
Board on July 8, 2022, with an offer price of HK$5.92 per H Share. After deduction of underwriting fees and related
expenses, the Net Proceeds from the Listing were approximately HK$138.40 million. Accordingly, the net price per
H Share was approximately HK$4.14.

PRINCIPAL ACTIVITIES

The Group is principally engaged in the provision of property management services, community value-added services
and value-added services to non-property owners in the PRC.

FINAL DIVIDEND

The Board has resolved to recommend the distribution of a final dividend in cash of RMB0.0815 per share of the
Company (before tax) for the year ended December 31, 2025 (For the year ended December 31, 2024: RMB0.1080).

As at December 31, 2025, there was no arrangement under which a Shareholder had waived or agreed to waive any
dividends.

DIVIDEND TAXATION

Under the Individual Income Tax Law of the PRC ({(H 3 A R £ M B {8 A TS %)% ) ) and its implementation
regulations, non-PRC resident individuals are required to pay PRC individual income tax at a 20% rate for dividends
received from the Company and the gains realized upon the sale or other disposition of the H Shares held by them.
We are required to withhold such tax from dividend payments, unless applicable tax treaties between China and the
jurisdictions in which the foreign individuals reside, reduce or provide an exemption for the relevant tax obligations.

Generally, a tax rate of 10% shall apply to the dividends paid by companies listed in Hong Kong to non-PRC resident
individuals, pursuant to Circular of the State Administration of Taxation on Individual Income Tax Collection Issues
upon Abolishment of Document Guoshuifa [1993] No. 045 (BIKFH75 42 /5 B R BIFE )A[1993]0455% X EE L1 B 78
EAFTSFREAE MERBA)). Where the 10% tax rate is not applicable, the withholding company shall: (i) return
the excessive tax amount pursuant to the relevant procedures if the applicable tax rate is below 10%; (ii) withhold
such income tax payable by the foreign individual at the applicable tax rate if the applicable tax rate is between 10%
and 20%; and (iii) withhold such foreign individual income tax at a rate of 20% if no double tax treaty is applicable.

In addition, although under the Individual Income Tax Law of the PRC and its implementation regulations, non-
PRC resident individuals are subject to individual income tax at a rate of 20% on gains realized upon sale or other
disposition of H Shares, pursuant to the Circular Declaring That Individual Income Tax Continues to Be Exempted
over Income of Individuals from Transfer of Shares ({ BARME A B2 A% = FT1S 448 B 2 WU E A TSR AYB AN)) issued
by the Ministry of Finance of the PRC (ff# A R X MBI Bf B ) and the SAT, income of individuals derived from the
transfer of shares in listed companies continued to be temporarily exempt from individual income tax.



46 Lushang Life Services Co., Ltd. I Annual Report 2025

REPORT OF THE BOARD

DIVIDEND TAXATION (CONTINUED)

For non-PRC resident enterprises that do not have establishments or premises in China, or have establishments or
premises in China but their income is not related to such establishments or premises, under the EIT Law, dividends
paid by us and the gains realized by such non-PRC resident enterprises from the sales or other disposition of H
Shares are subject to PRC enterprise income tax at a rate of 20%. In accordance with the EIT Law Implementation
Rules and the Notice on the Issues Concerning Withholding the Enterprise Income Tax on the Dividends Paid by
Chinese Resident Enterprise to Shareholders Which are Overseas H-share Non-resident Enterprises ( R # EX
ERLZEMBIMBIEERCERFIRERERIMRALEMSHBEBRBHMABA) ) issued by the SAT, such tax
rate has been reduced to 10%, which is subject to a further reduction under an applicable treaty or a special
arrangement between China and the jurisdiction of the residence of the relevant non-PRC resident enterprise. On
August 21, 2006, China and Hong Kong entered into the Arrangements between Mainland China and the Hong
Kong Special Administrative Region for the Avoidance of Double Taxation and the Prevention of Fiscal Evasion with
Respect to Taxes on Incomes ( A E AR BITTER BI R H A5 i 5 B BB A LEERHAZEE) ), pursuant
to which any Hong Kong resident enterprise that holds directly at least 25% of the shares of our Company shall pay
enterprise income tax for the dividends declared and paid by us at a tax rate of 5% subject to the satisfaction of
certain conditions such as approval by the relevant PRC tax authority.

Shareholders are recommended to consult their tax advisors regarding the ownership and disposal of H Shares in the
PRC and in Hong Kong and other tax effects.

SHARE CAPITAL

The Company issued 33,340,000 H Shares at HK$5.92 per H Share on July 8, 2022 for the Listing. The H Shares have
a nominal value of RMB1.00 each and the aggregate nominal value of the H Shares issued at the time of the Listing
was RMB33,340,000.

For the year ended December 31, 2025, details of the changes in share capital of the Company are set out in Note
5.27 to the financial statements.

DEBENTURES

The Company did not issue any debentures for the year ended December 31, 2025.

COMPLIANCE WITH RELEVANT LAWS AND REGULATIONS

As far as the Board and the management are aware, the Group has complied in all material aspects with the
relevant laws and regulations that have a significant impact on the business and operation of the Company. For
the year ended December 31, 2025, there was no material breach of, or non-compliance with, applicable laws and
regulations by the Group.
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CHANGES IN INFORMATION OF DIRECTORS AND CHIEF EXECUTIVE

For the year ended December 31, 2025 and up to the date of this annual report, the Directors confirm that no
information is required to be disclosed pursuant to Rule 13.51B(1) of the Listing Rules.

RESERVES AND DISTRIBUTABLE RESERVES

Details of movements in the reserves of the Group for the year ended December 31, 2025 are set out in the
consolidated statement of changes in equity and in the section headed “Consolidated Statement of Changes in
Equity” of this annual report.

As at December 31, 2025, our aggregate amount of reserve available for distribution to equity Shareholders was
approximately RMB216.3 million.

THE DIRECTORS

Details of our Board composition during the year of 2025 and up to the date of this annual report are set out below:

Executive Directors: Mr. Ning Daoju, Mr. Shao Meng
Non-executive Directors: Mr. Wang Zhongwu, Ms. Li Han, Ms. Luo Ye
Independent

Non-executive Directors: Ms. Leung Bik San, Ms. Chen Xiaojing, Mr. Ma Tao

Personal particulars of the Directors are set out in the section headed “Directors and Senior Management” of this
annual report.

PROCEEDS FROM THE LISTING

The Company was listed on the Main Board on July 8, 2022 with 33,340,000 H Shares were issued. After deducting
underwriting fees and commissions and relevant expenses, the Net Proceeds from the Listing amounted to
approximately HK$138.40 million and the net price per H Share was approximately HK$4.14.

Reference is made to the Change of UOP Announcement dated December 19, 2025, the Group strictly utilised the
Net Proceeds for the purposes as stated in the Prospectus as at the date of the Change of UOP Announcement,
among which, approximately HK$19.05 million of the Net Proceeds has been utilised with approximately
HK$119.35 million being Unutilised Proceeds.

Amid the dual challenges of an adjustment period in the property industry and intensifying competition in terms
of property management in the PRC, the Group is placing a greater focus on steady and sustainable development.
Accordingly, the Group has adopted a more prudent and business-aligned investment strategy. At the same time,
the Group is proactively implementing a talent strategy to attract and cultivate outstanding personnels, thereby
strengthening the Group’s core competitiveness and infusing vitality into its long-term growth. Therefore, based
on a comprehensive consideration of the aforementioned factors along with the actual efficiency of usage across
various purposes, the Group has decided to adjust and reallocate the intended use of Net Proceeds.
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PROCEEDS FROM THE LISTING (CONTINUED)

On November 28, 2025, the Board has resolved that with respect to the Proposed Change, it would be detailed as
follows:

(i)

(ii)

(iii)

(iv)

For the category “Strategic cooperation, acquisitions and investments to expand business scale and diversity
property portfolio”, it will be revised to “Investments including strategic partnerships, acquisitions, and
capital increase in subsidiaries to expand the Group’s business scope and scale”. Under the Proposed Change,
approximately HK$55.36 million of the Net Proceeds were assigned for this purpose.

For the category “Enhance property management services and further develop our diversified community value-
added services to improve our customers’ experience and satisfaction”, to align with the Company’s value-
added business development direction and improve the efficiency of the use of these proceeds, it is proposed
to consolidate the Net Proceeds under this category for the following purposes: 1) Improve the Company’s
management and service system; 2) Enhance the Company’s standardization efforts; 3) Improve the quality of
services in the community and create a “15-minute convenient living circle”; 4) Organize internal competitions
and contests to further motivate employees and improve their skills; 5) Further expand community value-added
services and 6) Recruitment and training of talents. Under the Proposed Change, approximately HK$20.76
million of the Net Proceeds were assigned for this purpose.

10% of the Net Proceeds (in the amount of approximately HK$13.84 million) will be reallocated to a new
category of utilisation “Promotion of ESG Development” under the Proposed Change, in order to actively
respond to the public’s demands and expectations for green development, energy conservation, and emission
reduction, fulfilling the social responsibilities of state-owned enterprises more comprehensively and thoroughly.

For the category on “Invest in technology systems and standardized business operations”, approximately
HK$14.84 million of the Net Proceeds remain unutilised as at the date of the Change of UOP Announcement,
such amount is intended to be utilised more efficiently under the Proposed Change for 1) internal management
system operation and data protection; 2) mobile application development costs, related data communication
costs, server rental fees required for mobile application maintenance, and online service platform upgrade costs;
3) monitoring and communication equipment and management intelligent system upgrades and renovations;
4) parking lot facility and equipment improvements; and 5) for intelligent robot and intelligent equipment
procurement, etc..

As at the date of the Change of UOP Announcement, 10% of the Net Proceeds (in the amount of approximately
HK$13.84 million) had been allocated for “Working capital and other general corporate purposes”, and
approximately HK$13.00 million of the Net Proceeds had been utilised. An additional 10% of the Net Proceeds
will be allocated to this purpose and the reallocation will promote flexibility of utilisation on the Net Proceeds
under the Proposed Change.

For details of the Proposed Change, please refer to the Change of UOP Announcement dated December 19, 2025.
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PROCEEDS FROM THE LISTING (CONTINUED)

Details of the intended use of Net Proceeds after the Proposed Change are set out below:
Utilised Unutilised

[ Net
Proceeds Proceeds

Approximate Intended as of as of Expected
Proposed use of % of Net use of Net December 31, December 31, time of full
Net Proceeds under Proposed Change Proceeds Proceeds 2025 2025 utilisation
(HK$ million) ~ (HKS$ million) ~ (HK$ million)

Major categories

Investments including strategic partnerships, 40% 55.36 0.00 55.36 December 31, 2028
acquisitions, and capital increase in subsidiaries to
expand the Group's business scope and scale

Enhance property management services and further 15% 20.76 0.13 20.63 December 31, 2027
develop our diversified community value-added
services to improve our customers’ experience and

satisfaction
Promotion of ESG Development 10% 13.84 0.00 13.84 December 31, 2027
Invest in technology systems and 15% 20.76 592 14.86 December 31, 2027

standardized business operations

Working capital and other general corporate purposes 20% 27.68 13.00 14.68 December 31, 2027
Total 138.40 19.05 119.35
Note:

(1) On December 19, 2025, the Company has published an announcement in relation to the Proposed Change. For details of the Proposed Change,
please refer to the Change of UOP Announcement dated December 19, 2025.
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PROCEEDS FROM THE LISTING (CONTINUED)

Save as disclosed above, the Directors are not aware of any material change in the planned use of the Net Proceeds
as at December 31, 2025. For the avoidance of doubt, as such Unutilised Proceeds have been placed in banking
institutions, interests and foreign exchange gains have been derived thereunder (“Sum”). With respect to such Sum,
approximately RMB3.42 million (equivalent to approximately HK$3.70 million) has been derived as at December
31, 2025. The Sum derived up to December 31, 2025 and thereafter will be utilised as working capital and other
general corporate purposes. The Unutilised Proceeds and the above timeline of intended utilization will be applied in
the manners disclosed by the Company. However, the expected timeline for the Unutilised Proceeds is based on the
Directors’ best estimation barring unforeseen circumstances, and would be subject to change based on the future
development of the Group’s business and the market conditions.

As disclosed in the announcement of the Company dated July 17, 2023, as the Company has pre-paid part of such
listing expenses by using its internal resources, the Company intends to convert the corresponding part of the gross
proceeds (being the remaining amount of gross proceeds originally intended for payment of listing expenses in the
amount of HK$46.1 million) (taking into account the interests and exchange revenues) as general working capital of
the Company.

INVESTMENT PROPERTIES

Details of the investment properties of the Group during the year ended December 31, 2025 are set out in Note 5.10
to the consolidated financial statements.

RIGHTS OF PRE-EMPTION

According to the PRC laws and the Articles of Association, there is no arrangement for the rights of pre-emption.

TAX RELIEF AND EXEMPTION TO HOLDERS OF LISTED SECURITIES

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

EQUITY-LINKED AGREEMENTS

For the year ended December 31, 2025, no equity-linked agreement was entered into by the Group or still in effect.

SERVICE CONTRACTS OF DIRECTORS

Each of the Directors has entered into a service contract with the Company and the principal particulars of the
service contracts of the Directors comprise (a) the term of the service; (b) subject to termination in accordance with
their respective term; and (c) a dispute resolution provision. The service contracts and appointment letters may be
renewed in accordance with our Articles of Association and the applicable laws, rules and regulations from time to
time.

The appointment of all the Directors is effective from the respective appointment date until the expiry of the term
of the first session of the Board.

Save as disclosed above, none of the Directors has or is proposed to have a service contract with any member of our
Group (other than contracts expiring or determinable by the relevant employer within one year without the payment
of compensation (other than statutory compensation)).
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MATERIAL INTERESTS OF DIRECTORS IN MATERIAL TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS OF SIGNIFICANCE

For the year ended December 31, 2025, there were no transactions, arrangements or contracts of significance
in which any Director or any entity connected with a Director is or was materially interested directly or indirectly
subsisted at any time during or at the end of the Year, nor was there any contract of significance between the Group
and a controlling shareholder or any of its subsidiaries, or any contract of significance for the provision of services
to the Group by a controlling shareholder or any of its subsidiaries.

PURCHASE, SALE OR REDEMPTION OF LISTED SECURITIES OF THE COMPANY

Neither the Company nor any of its subsidiaries has purchased, sold or redeemed any of the Company’s listed
securities (including sale or transfer of Treasury Shares) during the Year. As of the end of the Year, no Treasury
Shares were held by the Company.

INTERESTS OF DIRECTORS IN COMPETING BUSINESS

For the year ended December 31, 2025, no Directors or any of their respective associates (as defined in the Listing
Rules) had any interest in a business which competes or is likely to compete with the Company’s business as required
to be disclosed under Rule 8.10 of the Listing Rules.

DISCLOSURE OF INTERESTS

(a) Interests and short positions of the Directors and the chief executive of the Company in the
registered capital of the Company and its associated corporations

As at December 31, 2025, the interests and short positions of the Directors or chief executives of the Company
in the Shares, underlying Shares and debentures of the Company’s associated corporation (within the meaning
of Part XV of SFO), which will be required to be notified to the Company and the Stock Exchange pursuant to
Section 352 of the SFO, or as otherwise notified to the Company and the Stock Exchange pursuant to the Model
Code are as follows:

Number of Approximate

Name of associated Shares  percentage of

corporation Nature of interest interested shareholding

Mr. Wang Zhongwu Lushang Freda Beneficial owner 60,000 0.0059%
Note:

(1) Mr. Wang Zhongwu was interested in 60,000 shares of Lushang Freda.

Save as disclosed above, as at December 31, 2025, none of the Directors and chief executive of the Company
had any interests or short positions in the Shares, underlying Shares and debentures of the Company or its
associated corporations, recorded in the register required to be kept under Section 352 of the SFO or required
to be notified to the Company and the Stock Exchange pursuant to the Model Code.
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DISCLOSURE OF INTERESTS (CconTINUED)
(b) Substantial Shareholders

So far as is known to the Directors, as of December 31, 2025, the persons (other than Directors and chief
executives of the Company) or corporations who had an interest or short position in the shares and/or
underlying shares of the Company which has to be disclosed to the Company under the provisions of Divisions
2 and 3 of Part XV of the SFO, or which were recorded in the register required to be kept under Section 336 of
the SFO were as follows:

Approximate Approximate

percentage of percentage of

Number of  shareholding in shareholding

Class of Shares the relevant in the total

Nature of interest Shares interested® class of Shares?® Shares®

Shandong Commercial® Interest in controlled Domestic 100,000,000 (L) 100.00% 75.00%
corporation Shares

Lushang Freda Beneficial owner Domestic 95,100,000 (L) 95.10% 71.32%
Shares

Beijing Urban Construction Interest in controlled H Shares 6,495,000 (L) 19.48% 4.87%

Group Co., Ltd.* corporation

(ERBEEEEREELRF)

Beijing Urban Construction Real ~ Beneficial owner H Shares 6,495,000 (L) 19.48% 4.87%
Estate Development Co., Ltd.*
It RBEREERE
BRAF)
HWABAO TRUST CO., LTD Trustee H Shares 6,495,000 (L) 19.48% 4.87%
CHINA INTERNATIONAL N/A® H Shares 4,680,000 (L) 14.04% 3.51%
ECONOMIC TRADING LIMITED
LU DUNKE® Interest in controlled H Shares 3,650,000 (L) 10.95% 2.74%
corporation
Wenshang County Science Beneficial owner H Shares 3,650,000 (L) 10.95% 2.74%

Advancement and
Construction Security and
Workforce Co., Ltd.*
(XEBRERL ST
BREFRH)S
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DISCLOSURE OF INTERESTS (conTINUED)
(b) Substantial Shareholders (continued)

Approximate Approximate
percentage of percentage of
Number of  shareholding in shareholding
Class of Shares the relevant in the total
Nature of interest Shares interested® class of Shares?
FAN QINYUAN® Interest in controlled H Shares 3,025,000 (L) 9.07% 2.27%
corporation
Nantong Chen Yun Construction Beneficial owner H Shares 3,025,000 (L) 9.07% 2.27%

Workforce Co., Ltd.*
(AARERESBERLE)

Shandong Tian Qi Venture Beneficial owner H Shares 2,254,500 (L) 6.76% 1.69%
Capital Co., Ltd.*
(LRRBEIZEREERDA)

Notes:

(1) The letter “L" denotes the person’s long position in the Shares.

(2) Calculated based on the Company’s 100,000,000 Domestic Shares or 33,340,000 H Shares in issue as at December 31, 2025.
(3) Calculated based on the total number of 133,340,000 Shares in issue as at December 31, 2025.

(4) Lushang Freda is owned as to 51.62% by Shandong Commercial and 1.69% by Lushang Group Co., Ltd., a company owned as to
68.15% by Shandong Commercial. By virtue of the SFO, Shandong Commercial is deemed to be interested in the Shares held by Lushang
Freda. Green Development holds 4,900,000 Shares, representing 3.67% of the total Shares in issue. As of December 31, 2025, Green
Development was wholly-owned by Shandong Urban and Rural Development Group Co., Ltd. (lUER &M EREEBRAF]), which is
wholly-owned by Shandong Commercial. By virtue of the SFO, Shandong Commercial is deemed to be interested in the Shares held by
Green Development.

(5) Based on the disclosure of interests form submitted by CHINA INTERNATIONAL ECONOMIC TRADING LIMITED on July 11, 2022 in respect
of the relevant event that occurred on the Listing Date.

(6) Wenshang County Science Advancement and Construction Security and Workforce Co., Ltd.* (X LS RI#EELZLEERETAA) is a
company beneficially wholly-owned by LU DUNKE.

(7) Nantong Chen Yun Construction Workforce Co., Ltd.* (FiBRERELBHERAF) is a company beneficially wholly-owned by FAN
QINYUAN.

Save as disclosed above, as at December 31, 2025, the Directors were not aware of any persons (other than
Directors and chief executives of the Company) who had an interest or short position in the Shares or underlying
Shares which would be required, pursuant to Section 336 of the SFO, to be entered in the register referred to
therein.

ARRANGEMENTS TO PURCHASE SHARES OR DEBENTURES

At no time during the year ended December 31, 2025 were there any rights to acquire benefits by means of the
purchase of shares in or debentures of the Company granted to any Director or their respective spouse or children
under 18 years of age, nor were there any such rights exercised by them. Also, there was no subsisting arrangement
to which the Company, its holding company, or any of its subsidiaries or fellow subsidiaries is a party that would
enable the Directors to acquire such rights in any other body corporate.

* For identification purposes only
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PERMITTED INDEMNITY PROVISION

The Company has maintained liability insurance for the Directors and senior management to protect them from any
legal liability to any third party arising from corporate activities.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of the whole or any substantial part of the business
of the Company were entered into or existed for the year ended December 31, 2025.

CHARITABLE DONATIONS

During the year ended December 31, 2025, the Group made charitable donations amounting to approximately
RMB2,000 (2024: RMB4,000).

COMPLIANCE WITH DEED OF NON-COMPETITION

Each of Shandong Commercial, Lushang Freda and Green Development, all being controlling shareholders of the
Company, entered into a deed of non-competition dated June 22, 2022 in favor of the Company. Please refer to the
section headed “Relationship with Our Controlling Shareholders — Deed of Non-competition” in the Prospectus for
more details.

For the year ended December 31, 2025, each of the abovementioned controlling shareholders, confirmed that
it had complied with the non-competition undertaking. The independent non-executive Directors have reviewed
the confirmation letter in relation to their compliance with the non-competition undertaking for the year ended
December 31, 2025.

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended December 31, 2025, the revenue attributable to the Group’s five largest customers and the
largest customer accounted for 27.5% and 22.8%, respectively, of the Group’s total revenue for the year ended
December 31, 2025. Purchases attributable to the Group’s five largest suppliers and the largest supplier accounted
for 31.9% and 10.7%, respectively, of the Group’s total purchases for the year ended December 31, 2025.

None of the Directors or any of their close associates (as defined in the Listing Rules) or any Shareholders (whom, to
the best knowledge and belief of the Directors, own more than 5% of the Company’s total issued share capital) had
any beneficial interest in the Group’s five largest suppliers and customers for the year ended December 31, 2025.

CONTROLLING SHAREHOLDERS' INTERESTS IN SIGNIFICANT CONTRACTS

Saved as disclosed under the paragraphs headed “One-off Connected Transaction” and “Continuing Connected
Transactions”, neither the Company nor any of its subsidiaries entered into any significant contracts with the
controlling shareholders of the Company or any of its subsidiaries for the year ended December 31, 2025.

- For identification purposes only
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ONE-OFF CONNECTED TRANSACTION

For the year ended December 31, 2025, the Group entered into the following one-off connected transaction with
its connected persons:

Discloseable and Connected Transaction in relation to Capital Increase and Deemed Disposal of
Equity Interest in a Subsidiary

References are made to the Capital Increase Publication. Unless otherwise specified, capitalised terms used in this
report shall have the same meanings as those defined in the Capital Increase Publication.

On March 21, 2025 (after trading hours of the Stock Exchange), the Company entered into the Capital Increase
Agreement with Shandong Commercial Real Estate Development Co., Ltd.* (ILEREWMERZRZEEFR A A)
(the “Investor”, being an indirect wholly-owned subsidiary of Shandong Commercial, which is the controlling
Shareholder of the Company) and Urban Garden (as the target company), pursuant to which the Investor
has conditionally agreed to inject capital in the amount of RMB36,320,000.00 (equivalent to approximately
HK$39,053,763.00) into Urban Garden in the form of registered capital and capital reserves, of which
RMB20,820,000.00 (equivalent to approximately HK$22,387,097.00) and RMB15,500,000.00 (equivalent to
approximately HK$16,666,666.00) shall be recognised as the registered share capital and the capital reserves of
Urban Garden, respectively.

As Urban Garden is principally engaged in real estate greening projects and garden greening maintenance, in light
of the national policy emphasizing on green development, the landscape industry is shifting from “scale expansion”
to "quality improvement” and the profitability of traditional greening projects decline as a result of the decrease
in the incremental volume of real estate. With the Investor’s abundant resources in landscape and gardening
projects with diversified portfolios, the competitiveness of Urban Garden among the landscaping industry would
be strengthened, its scope of business will be substantially expanded and it is expected that the expansion into
municipal construction projects would generate substantial revenue stream to Urban Garden.

Upon completion of the Capital Increase, the registered capital of Urban Garden will be increased from
RMB20,000,000.00 to RMB40,820,000.00 and Urban Garden will be owned by the Investor and the Company as
to 51% and 49% of its enlarged equity interest, respectively, and following the Capital Increase, Urban Garden
will cease to be a subsidiary of the Company and, accordingly, the financial results of Urban Garden will no longer
be consolidated in the Group’s accounts. Urban Garden will be accounted for an associate of the Company.
Completion of the Capital Increase took place on July 1, 2025.

For details of the Capital Increase, please refer to the Capital Increase Publication.

CONTINUING CONNECTED TRANSACTIONS

For the year ended December 31, 2025, the Group entered into the following non-exempted continuing connected
transactions with its connected persons:

1. Master Engineering Services Agreement

On November 20, 2023 (after trading hours), the Company has entered into the 2024-2025 Master Engineering
Services Agreement with Shandong Commercial for a term commencing from January 1, 2024 to December 31,
2025, which may be renewed as the parties may mutually agree, subject to compliance with the requirements
under Chapter 14A of the Listing Rules and all other applicable laws and regulations.
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CONTINUING CONNECTED TRANSACTIONS (conTINUED)

1.

Master Engineering Services Agreement (Continued)

Under the 2024-2025 Master Engineering Services Agreement, the Group has agreed to provide certain
engineering services, including but not limited to (i) landscape construction engineering services; (ii)
maintenance engineering services; and (iii) landscape technology engineering services (the “Engineering
Services”) primarily to Shandong Commercial Associates. As Lushang Freda Associates still require the Group
to provide the Engineering Services for the commercial properties held by them for their own use after the
disposal by Lushang Freda of its real estate business to Shandong Urban and Rural Development Group Co.,
Ltd.* (ILEEBHEEREEEEGRAF), a wholly-owned subsidiary of Shandong Commercial, a controlling
shareholder of the Company (the “Lushang Freda’s Disposal”), the Group will continue to provide the
Engineering Services to Lushang Freda Associates in this regard. Relevant members of both parties will enter
into separate agreements setting out the specific terms and conditions based on the principles provided in the
2024-2025 Master Engineering Services Agreement.

The maximum annual amounts payable by Lushang Freda Associates and Shandong Commercial Associates
to the Group under the 2024-2025 Master Engineering Services Agreement for each of the two years ended
December 31, 2025 are as follows:

For the For the

year ended year ended

December 31, December 31,

2024 2025

(RMB’ million) (RMB’ million)

Lushang Freda Associates 10.0 10.0
Shandong Commercial Associates 100.0 110.0
Total 110.0 120.0

The actual transaction amounts for the Engineering Services provided by the Group to Lushang Freda Associates
and Shandong Commercial Associates for the year ended December 31, 2025 were RMBO million and RMB9.1
million, respectively, which have not exceeded the aforesaid annual caps.

For details, please refer to the announcement of the Company dated November 20, 2023, the circular of the
Company dated December 11, 2023 and the poll results announcement of the Company dated December 28,
2023.

Master Design Services Agreement

On November 20, 2023 (after trading hours), the Company has entered into the 2024-2025 Master Design
Services Agreement with Shandong Commercial for a term commencing from January 1, 2024 to December 31,
2025, which may be renewed as the parties may mutually agree, subject to compliance with the requirements
under Chapter 14A of the Listing Rules and all other applicable laws and regulations.

Under the 2024-2025 Master Design Services Agreement, the Group has agreed to provide certain Design
Services primarily to Shandong Commercial Associates. As Lushang Freda Associates still require the Group to
provide the Design Services for the commercial properties held by them for their own use after the Lushang
Freda’s Disposal, the Group will continue to provide the Design Services to Lushang Freda Associates in this
regard. Relevant members of both parties will enter into separate agreements setting out the specific terms and
conditions based on the principles provided in the 2024-2025 Master Design Services Agreement.
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CONTINUING CONNECTED TRANSACTIONS (conTINUED)

2. Master Design Services Agreement (Continued)

The maximum annual amounts payable by Lushang Freda Associates and Shandong Commercial Associates to
the Group under the 2024-2025 Master Design Services Agreement for each of the two years ended December
31, 2025 are as follows:

For the For the

year ended year ended

December 31, December 31,

2024 2025

(RMB’ million) (RMB’ million)

Lushang Freda Associates 4.0 5.0
Shandong Commercial Associates 42.0 48.0
Total 46.0 53.0

The actual transaction amounts for the Design Services provided by the Group to Lushang Freda Associates and
Shandong Commercial Associates for the year ended December 31, 2025 were RMBO million and RMB36.0
million, respectively, which have not exceeded the aforesaid annual caps.

For details, please refer to the announcement of the Company dated November 20, 2023, the circular of the
Company dated December 11, 2023 and the poll results announcement of the Company dated December 28,
2023.

On September 25, 2025 (after trading hours), the Company has entered into the 2025 Design Services Master
Agreement with Shandong Commercial for a term commencing from January 1, 2026 to December 31, 2028,
which may be renewed as the parties may mutually agree, subject to compliance with the requirements under
Chapter 14A of the Listing Rules and all other applicable laws and regulations.

Under the 2025 Design Services Master Agreement, the Group has agreed to provide the Design Services to
both Shandong Commercial Associates and Lushang Freda Associates in this regard. Relevant members of both
parties will enter into separate agreements setting out the specific terms and conditions based on the principles
provided in the 2025 Design Services Master Agreement.

The services under the Design Services include (without limitation to) (a) the architectural design services;
(b) landscape design services; (c) decoration design services; and (d) decoration management services.
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CONTINUING CONNECTED TRANSACTIONS (conTINUED)

2. Master Design Services Agreement (Continued)

Set out below are the proposed annual caps for the 2025 Design Services Master Agreement for the respective
years ending December 31, 2026, December 31, 2027 and December 31, 2028 as follows:

For the For the For the

year ending year ending year ending

December 31, December 31, December 31,

2026 2027 2028

(amounts in (amounts in (amounts in

RMB' 000) RMB’ 000) RMB’ 000)

Lushang Freda Associates 3,000 3,000 3,000
Shandong Commercial Associates 17,000 17,000 17,000
Total 20,000 20,000 20,000

For details, please refer to the announcement of the Company dated September 25, 2025, the circular of the
Company dated October 10, 2025 and the poll results announcement of the Company dated October 30, 2025.

3. Master Property Agency Services Agreement

On November 20, 2023 (after trading hours), the Company has also entered into the 2024-2025 Master
Property Agency Services Agreement with Shandong Commercial for a term commencing from January 1, 2024
to December 31, 2025, which may be renewed as the parties may mutually agree, subject to compliance with
the requirements under Chapter 14A of the Listing Rules and all other applicable laws and regulations.

Under the 2024-2025 Master Property Agency Services Agreement, the Group has agreed to provide the
sales assistance services (the “Property Agency Services”) in respect of the sales of the unsold properties
and car parks to Shandong Commercial Associates. Relevant members of both parties will enter into separate
agreements setting out the specific terms and conditions based on the principles provided in the 2024-2025
Master Property Agency Services Agreement.

The maximum annual amounts payable by Shandong Commercial Associates in relation to the Property Agency
Services to the Group under the 2024-2025 Master Property Agency Services Agreement for each of the two
years ended December 31, 2025 are RMB6.2 million and RMB6.2 million, respectively.

The actual transaction amounts for the Property Agency Services provided by the Group to Shangdong
Commercial Associates for the year ended December 31, 2025 were RMBO0.3 million, which have not exceeded
the aforesaid annual cap.

For details, please refer to the announcement of the Company dated November 20, 2023, the circular of the
Company dated December 11, 2023 and the poll results announcement of the Company dated December 28,
2023.
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CONTINUING CONNECTED TRANSACTIONS (CONTINUED)
4. Master Parking Lots Entrusted Management Services Agreement

On November 20, 2023 (after trading hours), the Company has also entered into the 2024-2025 Master Parking
Lots Entrusted Management Services Agreement with Shandong Commercial for a term commencing from
January 1, 2024 to December 31, 2025, which may be renewed as the parties may mutually agree, subject to
compliance with the requirements under Chapter 14A of the Listing Rules and all other applicable laws and
regulations.

Under the 2024-2025 Master Parking Lots Entrusted Management Services Agreement, the Group has agreed
to provide the operational management services to certain parking lots owned by Shandong Commercial
Associates (the “Parking Lots Entrusted Management Services”) to Shandong Commercial Associates.
Under such arrangement, the Group is entrusted with full authority to operate and manage the parking lots
and entitled to receive the income generated from the Parking Lots Entrusted Management Services and will
pay to Shandong Commercial Associates an amount equal to a pre-agreed percentage of the income generated
from the Parking Lots Entrusted Management Services (after deducting the operating costs). Relevant members
of both parties will enter into separate agreements setting out the specific terms and conditions based on the
principles provided in the 2024-2025 Master Parking Lots Entrusted Management Services Agreement.

The maximum annual amounts payable by the Group to Shandong Commercial Associates for the Parking Lots
Entrusted Management Services under the 2024-2025 Master Parking Lots Entrusted Management Services
Agreement for each of the two years ended December 31, 2025 are RMBO0.8 million and RMB0.8 million,
respectively.

The actual transaction amounts for the Parking Lots Entrusted Management Services provided by the Group to
Shandong Commercial Associates for the year ended December 31, 2025 were RMB0.78 million, which have
not exceeded the aforesaid annual cap.

For details, please refer to the announcement of the Company dated November 20, 2023, the circular of the
Company dated December 11, 2023 and the poll results announcement of the Company dated December 28,
2023.

5. Master Property Management and Related Services Agreement

On November 20, 2023 (after trading hours), the Company has also entered into the 2024-2025 Master
Property Management and Related Services Agreement with Shandong Commercial for a term commencing
from January 1, 2024 to December 31, 2025. On September 25, 2025 (after trading hours), the Company
has also entered into the Supplementary Property Management and Related Services Master Agreement with
Shandong Commercial for a term commencing from January 1, 2025 to December 31, 2025.

Under the 2024-2025 Master Property Management and Related Services Agreement, and the Supplementary
Property Management and Related Services Master Agreement, the Group has agreed to provide certain
property management and related services, including but not limited to (i) property pre-delivery services,
including but not limited to (a) management services for the onsite sales offices and display units; (b) house
inspection services; (c) pre-delivery cleaning services; and (d) predelivery preparation; (ii) property management
services for the properties owned or used by Lushang Freda Associates and Shandong Commercial Associates,
including but not limited to the unsold residential property units, office buildings, schools and commercial
properties; and (iii) other related services (the “Property Management and Related Services”) primarily to
Shandong Commercial Associates. As Lushang Freda Associates still require the Group to provide the Property
Management and Related Services for the commercial properties held by them for their own use after the
Lushang Freda’s Disposal, the Group will continue to provide the Property Management and Related Services to
Lushang Freda Associates in this regard.
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5. Master Property Management and Related Services Agreement (Continued)

The maximum annual amounts payable by Lushang Freda Associates and Shandong Commercial Associates to
the Group under the 2024-2025 Master Property Management and Related Services Agreement for each of the
two years ended December 31, 2025 are as follows:

For the For the

year ended year ended

December 31, December 31,

2024 2025

(RMB’ million) (RMB’ million)

Lushang Freda Associates 5.0 6.0
Shandong Commercial Associates 75.0 86.0
Total 80.0 92.0

As reflected from the announcements of the Company dated April 25, 2025 and May 30, 2025, it was noted
that for the year ended December 31, 2024, the actual transaction amount with Lushang Freda Associates with
respect to the Property Management and Related Services provided was RMB5,481,073.98, which exceeded
the annual cap by RMB481,073.98 (the “Exceed of Annual Caps in 2024"), which was mainly due to the
expansion into catering services provided to one of the Lushang Freda Associates with the execution of a
catering service agreement (as an underlying contract under the 2024-2025 Master Property Management and
Related Services Agreement), so as to enhance customer’s loyalty by means of the food and beverage services
related to property operation catering towards the needs of customers.

As a result, the Supplementary Property Management and Related Services Master Agreement had been entered
into on September 25, 2025 between the Company and Shandong Commercial for the year ended December
31, 2025, so as to avoid the aforementioned event from taking place, and as it was expected that the aggregate
transaction amount under the 2024-2025 Master Property Management and Related Services Agreement
for the year ended December 31, 2025 would exceed the existing annual caps under the 2024-2025 Master
Property Management and Related Services Agreement.

Set out below are respectively (i) the existing annual caps for the year ended December 31, 2024 under the
2024-2025 Master Property Management and Related Services Agreement; and (ii) the revised annual caps for
the year ended December 31, 2025 under the 2024-2025 Master Property Management and Related Services
Agreement (as revised by the Supplementary Property Management and Related Services Master Agreement):

For the For the

year ended year ended

December 31, December 31,

2024 2025

(RMB’ 000) (RMB’ 000)

Lushang Freda Associates 5,000 9,000
Shandong Commercial Associates 75,000 86,000

Total 80,000 95,000
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CONTINUING CONNECTED TRANSACTIONS (CONTINUED)
5. Master Property Management and Related Services Agreement (Continued)

The actual transaction amounts for the Property Management and Related Services provided by the Group to
Lushang Freda Associates and Shandong Commercial Associates for the year ended December 31, 2025 were
RMB8.5 million and RMB76.2 million, which have not exceeded the revised annual caps.

In respect of the Exceed of Annual Caps in 2024, to ensure the Company’s compliance with the applicable
Listing Rules requirements going forward and with a view to preventing such event from reoccurring, the
Company has taken the following measures to further enhance and strengthen its internal control in respect of
its continuing connected transactions:

(@) the Company will arrange additional trainings for its employees on a regular basis, including the business
operation, finance, and company secretarial departments, to strengthen their familiarity of the Listing Rules
and enhance their awareness of the compliance with the relevant internal control procedures relating to the
Group’s continuing connected transactions;

(b) the Group will promote and facilitate effective communication between its different departments and
between members of the Group, and specifying the data collection process, so as to assure all necessary
requirements of the Listing Rules are complied with; and

() all members of the Group will be required to report to the finance department of the Company which
will closely monitor the actual transaction amounts relating to its continuing connected transactions on a
regular basis. If the actual transaction amount reaches 80% of the proposed annual caps of the relevant
continuing connected transactions at any time, the matter shall promptly be escalated to the financial
controller of the Company, who will seek advice from the Audit Committee and the Board for appropriate
measures, including but not limited to revising the relevant proposed annual caps in accordance with the
requirements of the Listing Rules, if necessary.

The Directors are of the view that the above enhanced internal control measures could strengthen the internal
control procedures of the Company and effectively prevent the occurrence of similar events in the future.

For details, please refer to the announcements of the Company dated April 25, 2025 and May 30, 2025 and the
annual report of the Company published on April 28, 2025.

Each of Shandong Commercial and Lushang Freda is a controlling shareholder of the Company and therefore
a connected person of the Company for the purpose of the Listing Rules. Accordingly, the transactions under
the 2024-2025 Master Engineering Services Agreement, the 2024-2025 Master Design Services Agreement,
the 2024-2025 Master Property Agency Services Agreement, the 2024-2025 Master Parking Lots Entrusted
Management Services Agreement and the 2024-2025 Master Property Management and Related Services
Agreement constitute continuing connected transactions for the Company under Chapter 14A of the Listing
Rules.

On September 25, 2025 (after trading hours), the Company has also entered into the 2025 Master Property
Management and Related Services Agreement with Shandong Commercial for a term commencing from
January 1, 2026 to December 31, 2028, which may be renewed as the parties may mutually agree, subject to
compliance with the requirements under Chapter 14A of the Listing Rules and all other applicable laws and
regulations.
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CONTINUING CONNECTED TRANSACTIONS (CONTINUED)
5. Master Property Management and Related Services Agreement (Continued)

Under the 2025 Master Property Management and Related Services Agreement, the Group has agreed
to provide the Property Management and Related Services to both Shandong Commercial Associates and
Lushang Freda Associates in this regard. Relevant members of both parties will enter into separate agreements
setting out the specific terms and conditions based on the principles provided in the 2025 Master Property
Management and Related Services Agreement.

The services under the Property Management and Related Services include (without limitation to) (a) the
services prior to delivery of property such as property inspection services, cleaning services, and pre-delivery
preparations; (b) property management services; and (c) other related services such as catering and beverage
services.

Set out below are the proposed annual caps for the 2025 Master Property Management and Related Services
Agreement for the respective years ending December 31, 2026, December 31, 2027 and December 31, 2028 as

follows:
For the For the For the
year ending year ending year ending
December 31, December 31, December 31,
2026 2027 2028
(amounts in (amounts in (amounts in
RMB’ 000) RMB’ 000) RMB’ 000)
Lushang Freda Associates 13,000 17,000 22,000
Shandong Commercial Associates 95,000 105,000 120,000
Total 108,000 122,000 142,000

For details, please refer to the announcement of the Company dated September 25, 2025, the circular of the
Company dated October 10, 2025 and the poll results announcement of the Company dated October 30, 2025.

6. Master Deposit Services Agreement

On June 9, 2023 (after trading hours), the Company has entered into the 2023-2025 Master Deposit Services
Agreement with Commercial Finance for a term commencing from July 1, 2023 being the date immediately
following the 2023 first extraordinary general meeting of the Company which was convened and held on June
30, 2023 (the "Effective Date”) to December 31, 2025, which may be renewed as the parties may mutually
agree, subject to compliance with the requirements under Chapter 14A of the Listing Rules and all other
applicable laws and regulations.

Under the 2023-2025 Master Deposit Services Agreement, the Group agreed to use the Deposit Services.

Pursuant to the 2023-2025 Master Deposit Services Agreement, we may deposit our funds in Commercial
Finance from time to time. For avoidance of doubt, the 2023-2025 Master Deposit Services Agreement does not
restrict our use of services provided by other commercial banks or independent financial institutions in China.
The Group may make choices at our discretion based on our business needs and the costs and quality of relevant
services. The Group may (but is not obliged to) use the Deposit Services in order to deploy and manage our
financial resources in a more flexible and efficient manner.
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CONTINUING CONNECTED TRANSACTIONS (conTINUED)

6. Master Deposit Services Agreement (Continued)

The maximum daily deposit balances (including paid interests) to deposit with Commercial Finance for the
period from the Effective Date to December 31, 2023 and each of the two years ended December 31, 2025,
respectively are as follows:

For the
period from the For the For the
Effective Date to year ended year ended
December 31, December 31, December 31,
2023 2024 2025
(RMB’000) (RMB’000) (RMB’'000)
Maximum daily deposit balance 350,000 350,000 350,000
Maximum interest income 7,040 7,040 7,040

The actual maximum daily deposit balances the Group deposited in Commercial Finance during the year ended
December 31, 2025 was approximately RMB309.1 million and the actual interest income during the year ended
December 31, 2025 was RMB4.6 million, which has not exceeded the aforesaid annual cap.

Commercial Finance is a wholly-owned subsidiary of Shandong Commercial, one of the controlling shareholders
of the Company, and therefore a connected person of our Company for the purpose of the Listing Rules.
Accordingly, the transactions under the 2023-2025 Master Deposit Services Agreement constitute continuing
connected transactions for the Company under Chapter 14A of the Listing Rules.

On September 25, 2025 (after trading hours), the Company has also entered into the 2025 Master Deposit
Services Agreement for a term commencing from January 1, 2026 to December 31, 2028, which may be
renewed as the parties may mutually agree, subject to compliance with the requirements under Chapter 14A of
the Listing Rules and all other applicable laws and regulations.

Under the 2025 Master Deposit Services Agreement, the Group has agreed to use the Deposit Services. Pursuant
to the 2025 Master Deposit Services Agreement, the Group may deposit its funds in Commercial Finance from
time to time.

Based on information available and to the best of the Directors’ knowledge, information and belief, having
made all reasonable enquiries, Commercial Finance is a non-bank financial institution established in May 1996
with a credit rating of 2A provided by China Banking and Insurance Regulatory Commission (F B R 1T{R % BS &
EIRE B ). As at the date of this report, based on public record, the Finance Permit Licence (& g5 7] #5) held
by Commercial Finance remains valid and has not been withdrawn or revoked.

The relevant parties shall enter into individual deposit services agreements, terms of which shall be consistent
with the principal terms of the 2025 Master Deposit Services Agreement in all material aspects.
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CONTINUING CONNECTED TRANSACTIONS (conTINUED)

6. Master Deposit Services Agreement (Continued)

Set out below are the proposed annual caps for the 2025 Master Deposit Services Agreement for the respective
years ending December 31, 2026, December 31, 2027 and December 31, 2028 as follows:

For the For the For the

year ending year ending year ending

December 31, December 31, December 31,

2026 2027 2028

(amounts in (@amounts in (amounts in

RMB' 000) RMB’ 000) RMB' 000)

Maximum daily deposit balance 350,000 380,000 400,000
Maximum interest income 6,275 6,755 7,075

For details, please refer to the announcement of the Company dated September 25, 2025, the circular of the
Company dated October 10, 2025 and the poll results announcement of the Company dated October 30, 2025.

7. 2025 Greening Services Master Agreement

On September 25, 2025 (after trading hours), the Company has also entered into the 2025 Greening Services
Master Agreement for a term commencing from July 1, 2025 to June 30, 2028, which may be renewed as the
parties may mutually agree, subject to compliance with the requirements under Chapter 14A of the Listing Rules
and all other applicable laws and regulations.

Under the 2025 Greening Services Master Agreement, the Greening Services Provider has agreed to provide
the Greening Services to the Group in this regard. Relevant members of the Group will enter into separate
agreements with the Greening Services Provider, setting out the specific terms and conditions based on the
principles provided in the 2025 Greening Services Master Agreement.
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CONTINUING CONNECTED TRANSACTIONS (coNnTINUED)
7. 2025 Greening Services Master Agreement (Continued)
The services under the Greening Services include (without limitation to) (a) the landscape greening maintenance

services; (b) the seedling supply services; and (c) other greenery maintenance related services.

Set out below are the proposed annual caps for the 2025 Greening Services Master Agreement for the 6-month
period ending December 31, 2025, the respective years ending December 31, 2026, December 31, 2027 and
for the 6-month period ending June 30, 2028 as follows:

For the For the
6-month For the For the 6-month
period ending year ending year ending period ending

December 31, December 31, December 31, June 30,
2025 2026 2027 2028
(amounts in (amounts in (amounts in (amounts in
RMB' 000) RMB' 000) RMB’ 000) RMB' 000)

Amount 5,000 10,000 12,000 7,000

The actual transaction amount of the Greening Services provided by the Greening Services Provider to the
Group for the 6-month period ended December 31, 2025, was RMB3.6 million. The actual transaction amount
with the Greening Services Provider did not exceed the annual cap for the aforesaid period.

Greening Services Provider is a non-wholly owned subsidiary of Shandong Commercial, one of the controlling
shareholders of the Company, and therefore a connected person of our Company for the purpose of the Listing
Rules. Accordingly, the transactions under the 2025 Greening Services Master Agreement constitute continuing
connected transactions for the Company under Chapter 14A of the Listing Rules.

For details, please refer to the announcement of the Company dated September 25, 2025.
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CONTINUING CONNECTED TRANSACTIONS REVIEWED BY INDEPENDENT
NON-EXECUTIVE DIRECTORS

According to Rule 14A.55 of the Listing Rules, all independent non-executive Directors have reviewed the
continuing connected transactions and confirmed that they are:

(1) entered into in the ordinary and usual business of the Group;
(2) conducted on normal commercial terms or better; and

(3) conducted pursuant to the agreement of the related transaction, on fair and reasonable terms and in the
interests of our Company and our Shareholders as a whole.

CONFIRMATION FROM THE AUDITOR

Pursuant to Rule 14A.56 of the Listing Rules, the Company’s auditor, ShineWing, was engaged by the Board 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 Board confirmed that the auditor of the Company has issued a unqualified opinion letter and conclusions in
respect of the continuing connected transactions of the Group disclosed above in accordance with Rule 14A.56 of
the Listing Rules.

Based on the work performed, the auditor of the Company confirmed to the Board that:

(1) nothing has come to the attention of the auditor that causes the auditor to believe that the above continuing
connected transactions have not been approved by the Board;

(2) nothing has come to the attention of the auditor that causes the auditor to believe that the above continuing
connected transactions did not provide goods or services in all material respects in accordance with the pricing
strategy of the Company;

(3) nothing has come to the attention of the auditor that causes the auditor to believe that the above continuing
connected transactions were not entered into, in all material respects, in accordance with the relevant
agreements governing such transactions; and

(4) with respect to the aggregate amount of the above continuing connected transactions, nothing has come to the
attention of the auditor that causes the auditor to believe that the continuing connected transactions disclosed
above have exceeded the annual cap as set by the Company.
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RELATED PARTY TRANSACTIONS

Details of the related party transactions entered into by the Group during the year ended December 31, 2025 are
set out in Note 12 to the consolidated financial statements. Save as disclosed above, the related party transactions
set out in the note above do not fall within the definition of “connected transaction” or “continuing connected
transaction” under Chapter 14A of the Listing Rules. Save as disclosed above, the Company has complied with the
disclosure requirements under Chapter 14A of the Listing Rules in respect of the above connected transactions and
continuing connected transactions.

MATERIAL LITIGATION

During the year ended December 31, 2025, the Group was not engaged in any material litigation or arbitration
which could have a material effect on its financial condition or results of operations. So far as our Directors are
aware, no such litigation or arbitration of material importance is pending or threatened against the Group.

AUDITOR

On July 17, 2023, the Board resolved (i) not to re-appoint KPMG as the auditor of the Company; and (ii) appoint
Da Hua Certified Public Accountants (Special General Partnership) (“Da Hua") as the new auditor of the Company.
The relevant resolution was approved by the Shareholders by way of an ordinary resolution at the second
extraordinary general meeting of the Company convened and held on August 3, 2023. For details, please refer to
the announcement of the Company dated July 17, 2023 and the circular of the Company dated July 19, 2023.

On June 3, 2024, the Board resolved to appoint ShineWing as the new auditor of the Company to fill the casual
vacancy following the resignation of Da Hua on May 28, 2024, and to hold office until the conclusion of the annual
general meeting of the Company held on June 28, 2024 where ShineWing has been re-appointed as the auditor
of the Company. For details, please refer to the announcements of the Company dated May 28, 2024 and June 3,
2024 and the circular of the Company dated May 29, 2024.

Save as disclosed above, there has been no change in the auditor of the Company in any of the preceding three
years.

The consolidated financial statements for the year ended December 31, 2025 have been audited by ShineWing.

PUBLIC FLOAT

Based on the published information and to the knowledge of the Directors, for the year ended December 31, 2025
and as at the date of this annual report, the Company maintained sufficient public float in compliance with the
Listing Rules.
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RELATIONSHIPS WITH STAKEHOLDERS

The Company deeply believes that our employees, customers and business partners are key to our sustainable
development. The Company strives to achieve corporate sustainability through engaging our employees, providing
customers with quality services, collaborating with business partners and supporting public welfare.

The Company places significant emphasis on human resources. The Company provides a fair workplace to
employees and embraces inclusiveness and multi-cultural backgrounds. Employees are also provided with
competitive remuneration packages and a wide range of opportunities for career advancement based on their
performance. The Company administers its health and safety management system for employees and ensures the
implementation of the principles adopted by the Company. Regular training is provided to employees to keep them
abreast of the latest development in the market and industry, in the form of both internal training and training
courses provided by external professional organizations.

The Company values the feedback from customers which is obtained through daily communication and other
surveys. Moreover, the Company has also established a mechanism for customer service and support. The Company
sees rendering services to customers as a valuable opportunity to improve its relationship with customers and will
respond promptly.

The Company understands that the role of suppliers is equally important for providing quality services, therefore it
has actively cooperated with business partners to provide premium and sustainable services.

REMUNERATION OF DIRECTORS, SUPERVISORS AND FIVE HIGHEST PAID
INDIVIDUALS

Details of the remuneration of the Directors, the Supervisors and the five highest paid individuals for the Year are
set out in Note 12 to the consolidated financial statements.

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

The Group is committed to the long-term sustainability of the environment and community in which it operates.
The Group operates its business in compliance with applicable environmental protection laws and regulations and
has implemented relevant environmental protection measures in compliance with the required standards under
applicable PRC laws and regulations.

To demonstrate the Group’s commitment to transparency and accountability to its stakeholders, the Company
will issue separately an Environmental, Social and Governance Report under the Environmental, Social and
Governance Reporting Guide as specified in Appendix C2 to the Listing Rules. The report will present the Company’s
commitment to sustainable development during the Year, and it will cover the significant economic, environmental
and social achievements and impacts arising from the activities of the Company and its joint ventures.

2025 AGM

The 2025 AGM will be convened and held on Friday, June 26, 2026. The notice of the 2025 AGM will be published
on the Company’s website (www.lushangfuwu.com) and the website of the Stock Exchange (www.hkexnews.hk)
and despatched to the Shareholders in the manner prescribed under the Listing Rules in due course.
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CLOSURE OF REGISTER OF MEMBERS

(i) For the purpose of determining the Shareholders’ entitlement to attend and vote at the 2025 AGM, the register
of members of the Company will be closed from Tuesday, June 23, 2026 to Friday, June 26, 2026, both days
inclusive, during which period no transfer of shares will be registered. In order to qualify the Shareholders
to attend and vote at the 2025 AGM, all the completed share transfer forms accompanied by the relevant
share certificates must be lodged with the Company’s H share registrar, Tricor Investor Services Limited, at
17/F, Far East Finance Centre, 16 Harcourt Road, Hong Kong (for H Shareholders) or to the registered office
of the Company at Room 202, Block 2, Lushang Guo'ao City, No. 9777 Jingshi Road, Lixia District, Jinan,
Shandong, PRC (for domestic Shareholders) no later than 4:30 p.m. on Monday, June 22, 2026 for registration.
Shareholders whose names appear on the register of members of the Company on Friday, June 26, 2026 are
entitled to attend and vote at the 2025 AGM.

(ii) Payment of the Proposed Final Dividend

For the purpose of determining the Shareholders’ entitlement to the proposed final dividend, the register of
members of the Company will be closed from Friday, July 3, 2026 to Wednesday, July 8, 2026, both days
inclusive, during which period no transfer of shares will be registered. In order to qualify the Shareholders to
be entitled to the proposed final dividend, all the completed share transfer forms accompanied by the relevant
share certificates must be lodged with the Company’s H share registrar, Tricor Investor Services Limited, at 17/F,
Far East Finance Centre, 16 Harcourt Road, Hong Kong (for H Shareholders) or to the registered office of the
Company at Room 202, Block 2, Lushang Guo'ao City, No. 9777 Jingshi Road, Lixia District, Jinan, Shandong,
PRC (for domestic Shareholders) no later than 4:30 p.m. on Thursday, July 2, 2026 for registration. It is expected
that the proposed final dividend, if approved by the Shareholders at the 2025 AGM, will be paid on or before
Friday, July 31, 2026 to Shareholders whose names appear on the register of members of the Company on
Wednesday, July 8, 2026.

By order of the Board

Lushang Life Services Co., Ltd.

Mr. Wang Zhongwu

Chairman and Non-executive Director

Jinan, the PRC, March 27, 2026
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To the Shareholders of Lushang Life Services Co., Ltd.:

1.

Opinion
We have audited the financial statements of Lushang Life Services Co., Ltd. (hereinafter referred to as “Lushang Services"),
which comprise the consolidated and parent company'’s balance sheet as at 31 December 2025, the consolidated and parent
company’s income statement, the consolidated and parent company'’s cash flow statement and the consolidated and parent
company’s statement of changes in shareholders’ equity for the year then ended, and the related notes to the financial
statements.

In our opinion, the accompanying financial statements of Lushang Services present fairly, in all material respects, the
consolidated and parent company’s financial position as at 31 December 2025, the consolidated and parent company’s
results of operations and cash flows for the year then ended in accordance with Accounting Standards for Business
Enterprises.

Basis for Opinion

We conducted our audit in accordance with China Standards on Auditing for Chinese Certified Public Accountants. Our
responsibilities under those standards are further described in the “Auditor’s Responsibilities for the Audit of the Financial
Statements” section of our report. We are independent of Lushang Services in accordance with the Code of Ethics for
Chinese Certified Public Accountants, and we have fulfilled our other ethical responsibilities of the code. We believe that the
audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit.

Key Audit Matters

Key audit matters are those matters that we consider, in our professional judgement, were of most significance in our audit
of the financial statements of the current period. These matters were addressed in the context of our audit of the financial
statements as a whole and, in forming our audit opinion thereon, and we do not express a separate opinion on these
matters.

1. Revenue Recognition

Key Audit Matter How the matter was addressed in the audit

For details on the accounting policies for revenue
recognition and the analysis of revenue, please
refer to the accounting policies described in the
section “Revenue recognition, and principles (1)
and measurement methods” in the notes to the
consolidated financial statements.

For operating revenue, we performed the following audit
procedures, among others:

Understand and assess the design effectiveness of
the company’s internal controls related to revenue
recognition, and perform control tests on the
operating effectiveness of key internal controls.

As stated in Note 5.31,the main sources of

revenue for Lushang Services are property (2)  Obtain samples of sales contracts, identify contract
management services, value-added services to terms related to the transfer of control of goods
non-property owners, and community value- or services, and evaluate whether the accounting
added services. For the period from January policies for revenue recognition are appropriate.
to December 2025, Lushang Services reported

operating revenue of RMB570.70 million, (3) Analyze the monthly and annual trends in

representing a decrease of 6.28% compared to
the same period in 2024.

operating revenue, and their causes, based on
business categories and business models, analyze
the fluctuations in gross profit margins for various
business categories and their causes, and compare
them with the gross profit margins in the industry
to assess the reasonableness of operating revenue.




3.

Key Audit Matters (CONTINUED)

1.

Revenue Recognition (Continued)

Key Audit Matter

How the matter was addressed in the audit

Operating revenue is of a significant amount and
serves as one of the company’s key performance
indicators. The accuracy of its recognition has
a material impact on the company’s operating
results. Therefore, we have identified revenue
recognition as a key audit matter.

(4)

Using a sampling approach, examine supporting
documents related to revenue recognition, such
as property service contracts, engineering and
construction contracts, customer acknowledgment
receipts, and invoices, etc. Additionally, review
business system data to verify the authenticity of
revenue recognition.

Select samples to perform confirmation procedures
on accounts receivable and operating revenue
for the current period, and perform alternative
procedures for samples that do not receive replies.

Perform cut-off tests on revenue recognized
around the balance sheet date to determine
whether the revenue recognition period is
appropriate.

Examine whether operating revenue has been
properly presented and disclosed in the financial
statements.
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3.

Key Audit Matters (CONTINUED)

2.

Expected Credit Loss on Accounts Receivable

Key Audit Matter

How the matter was addressed in the audit

For details of the accounting policies relating
to the expected credit loss on accounts
receivable, please refer to the accounting policies
described in the section”Impairment of Financial
Instruments”in the notes to the consolidated
financial statements.

As stated in Note 5.3, as of December 31, 2025,
the carrying balance of accounts receivable for
Lushang Services was RMB270.85 million, with
an allowance for its expected credit losses of
RMB48.90 million.

For the impairment of accounts receivable, we performed
the following audit procedures, among others:

(1

Understand the internal controls related to
accounts receivable and expected credit losses,
assess the design of these controls, and determine
whether they are operating effectively.

Analyze the reasonableness of the Company’s
accounting estimates for expected credit losses
on accounts receivable, including the basis for
grouping accounts receivable and the judgment for
individually determining the expected credit losses.

Evaluate the expected credit loss model used
by the company, analyze the reasonableness of
key parameters and indicators, and verify the
calculation process.

Examine the management’s considerations and
objective evidence regarding the impairment
testing of accounts receivable, and focus on
whether the management has adequately
identified impaired items.
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2.
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Expected Credit Loss on Accounts Receivable (Continued)

Key Audit Matter

How the matter was addressed in the audit

Given the significance of accounts receivable, and
that the management’s assessment of expected
credit losses over the entire duration of the
receivables involves combining historical data
with current economic conditions and considering
forward-looking information, in which significant
accounting estimates and judgments are applied
by the management, we have identified the
expected credit loss on accounts receivable as a
key audit matter.

(5)

Obtain the company’s expected credit loss
calculation table, examine whether the method
complies with the expected credit loss policy,
verify whether the aging classification of accounts
receivable is correct, and recalculate to determine
whether the amount of the expected credit loss is
accurate.

Perform confirmation procedures on accounts
receivable and select samples to check their
collection status after the reporting period.

Examine whether expected credit losses on
accounts receivable have been properly presented
and disclosed in the financial statements.

Other Information

The management of Lushang Services (hereinafter referred to as the “Management”) is responsible for the other
information. The other information comprises the information included in the Lushang Services 2025 annual report, but

does not include the financial statements and our auditor’s report thereon.

Our opinion on the 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 financial statements, our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with the 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 the other information, we

are required to report that fact. We have nothing to report in this regard.



74 Lushang Life Services Co., Ltd. I Annual Report 2025

AUDITOR'S REPORT

5. Responsibilities of the Management and Those Charged with Governance for the
Financial Statements

The Management is responsible for the preparation of the financial statements in accordance with Accounting Standards
for Business Enterprises to achieve fair presentation; and designing, implementing and maintaining internal control which is
necessary to enable that the financial statements are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the Management is responsible for assessing Lushang Services’ 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 Management either intends to liquidate Lushang Services or to cease operations, or have no realistic alternative
but to do so.

Those charged with governance are responsible to overseeing Lushang Services’s financial reporting process.

6. Auditor’'s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the 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. Reasonable
assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with auditing standards
will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are generally
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 financial statements.

During the course of audit in accordance with auditing standards, we exercise professional judgment and maintain
professional skepticism. We also carry out the following works:

(1) Identify and assess the risks of material misstatement of the 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 audit. 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.

(2)  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 its internal
control.

(3)  Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related
disclosures made by the Management.

(4)  Conclude on the appropriateness of the Management’s 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 Lushang Services’ 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 financial
statements in accordance with the auditing standards or, if such disclosures are inadequate, we shall 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 Lushang Services to cease to continue as a going concern.

(5)  Evaluate the overall presentation, structure and content of the financial statements, and also whether the financial
statements represent the underlying transactions and events in a manner that achieves fair presentation.

(6)  Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business activities
within Lushang Services to express an opinion on the consolidated financial statements. We are responsible for the
direction, supervision and performance audit of the group. We remain solely responsible for our audit opinion.
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Auditor’s Responsibilities for the Audit of the Financial Statements (CONTINUED)

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

We also provide those charged with governance with a statement that we have complied with those 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 related safeguards, where applicable.

From the matters communicated with those charged with governance, we determine those matters that were of most
significance in the audit of the 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 prohibited public disclosure about the matter or
when, in 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.

ShineWing Certified Public Accountants LLP CICPA : i E
(Audit Partner)

CICPA : thE ¢

Beijing, China 27 March 2026



76 Lushang Life Services Co., Ltd. I Annual Report 2025

CONSOLIDATED BALANCE SHEET

As at 31 December 2025
Unit: RMB

31 December 31 December
Items Notes 2025 2024

Current assets:

Other non-current assets

Total non-current assets

140,779,708.10

Cash and bank 5.1 420,605,756.35 426,558,420.34
Financial assets held for trading — —
Derivative financial assets — —
Notes receivable 5.2 25,599,910.64 46,441,738.61
Accounts receivable 5.3 221,944,895.83 276,364,740.99
Receivables financing — —
Prepayments 5.4 2,401,057.86 3,125,684.05
Other receivables 5.5 9,598,906.10 3,332,573.58
Including: Interest receivable — —
Dividends receivable — —
Inventories 5.6 6,654,880.49 7,112,992.27
Contract assets 5.7 22,855,078.09 61,756,374.04
Assets held for sale — —
Current portion of non-current assets — —
Other current assets 5.8 1,105.21 603,223.87
Total current assets 709,661,590.57 825,295,747.75
Non-current assets:
Debt investments — —
Other debt investments = —
Long-term receivables — —
Long-term equity investments 5.9 36,931,107.62
Investments in other equity instruments = —
Other non-current financial assets — —
Investment properties 5.10 37,925,631.87 39,774,869.79
Fixed assets 5.11 48,297,578.99 48,738,575.11
Construction in progress — —
Productive biological assets — —
Oil and gas assets — —
Right-of-use assets 5.12 918,032.17 977,067.84
Intangible assets 5.13 1,008,184.62 655,580.50
Development expenditures — —
Goodwill — —
Long-term deferred expenses 5.14 5,446,420.68 6,075,173.52
Deferred tax assets 5.15 10,252,752.15

7,575,650.42

103,796,917.18

Total assets

850,441,298.67

929,092,664.93
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For the year ended 31 December 2025

31 December

Unit: RMB

31 December

Items Notes 2025 2024
Current liabilities:
Short-term borrowings 5.17 8,006,888.89 8,008,317.81
Financial liabilities held for trading — —
Derivative financial liabilities — —
Notes payable — —
Accounts payable 5.18 86,376,849.02 165,827,631.03
Payments received in advance 5.19 280,935.15 316,079.43
Contract liabilities 5.20 79,922,530.22 80,569,022.21
Employee benefits payable 5.21 17,185,214.85 18,792,540.15
Taxes payable 5.22 8,399,493.86 5,771,049.10
Other payables 5.23 55,476,176.84 59,668,177.43
Including: Interest payable — —
Dividends payable 10,270,800.00 10,213,740.00
Liabilities held for sale — —
Current portion of non-current liabilities 5.24 97,338.19 2,624,841.77
Other current liabilities 5.25 3,827,459.51 18,685,293.00
Total current liabilities 259,572,886.53 360,262,951.93
Non-current liabilities:
Long-term borrowings — —
Bonds payable — —
Including: Preferred stocks — —
Perpetual bonds — —
Lease liabilities 5.26 580,716.43 —
Long-term payables — —
Long-term employee benefits payable — —
Provisions — —
Deferred income — —
Deferred tax liabilities 5.15 31,540.25 —
Other non-current liabilities — —
Total non-current liabilities 612,256.68 —
Total liabilities 260,185,143.21 360,262,951.93
Shareholders’ equity:
Share capital 5.27 133,340,000.00 133,340,000.00
Other equity instruments — —
Including: Preferred stocks — —
Perpetual bonds — —
Capital reserves 5.28 215,555,753.10 213,924,223.38
Less: Treasury stocks — —
Other comprehensive income — —
Special reserves — —
Surplus reserves 5.29 20,861,119.73 16,964,526.57
Retained earnings 5.30 216,269,688.93 200,618,239.78

Total shareholders’ equity attributable to parent company

586,026,561.76

564,846,989.73

Non-controlling interests

4,229,593.70

3,982,723.27

Total shareholders’ equity

590,256,155.46

568,829,713.00

Total liabilities and shareholders’ equity

850,441,298.67

929,092,664.93
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For the year ended 31 December 2025

Unit: RMB

Items Notes 2025 2024
I. Total Revenue 570,698,759.11 608,918,623.83
Including: Operating revenue 5.31 570,698,759.11 608,918,623.83
Il. Total Cost 506,331,725.57 547,439,763.34
Including: Operating costs 5.31 449,887,330.95 492,980,558.28
Taxes and surcharges 5.32 3,264,120.60 3,706,061.02

Selling expenses
Administrative expenses 5.33 50,757,192.58 50,257,784.64
Research and development expenses 5.34 7,462,620.42 5,088,420.03
Finance expenses 5.35 -5,039,538.98 -4,593,060.63
Including: Interest expenses 287,929.19 287,299.69
Interest income 6,160,404.95 6,386,971.69
Add: Other income 5.36 609,919.81 1,441,137.27
Income from investments 5.37 1,594,871.79 -379,945.42
Including: Investment income from associates and joint ventures — —

Income from derecognition of financial assets at

amortized cost — —
Gains on net exposure hedging — —
Gains on changes in fair value — —
Credit impairment losses 5.38 -20,594,251.85 -11,451,424.70
Impairment losses on assets 5.39 -395,852.99 -80,771.13
Gains on disposal of assets — —
Ill. Operating profit(Loss indicated with “-") 45,581,720.30 51,007,856.51
Add: Non-operating income 5.40 183,948.74 8,327,613.45
Less: Non-operating expenses 5.41 149,713.35 232,410.31
IV. Profit before tax (Loss indicated with “-") 45,615,955.69 59,103,059.65
Less: Income tax expenses 5.42 11,420,322.95 13,978,453.58
V. Net profit (Net Loss indicated with “-") 34,195,632.74 45,124,606.07
() Classified by going concern 34,195,632.74 45,124,606.07
Net profit from continuing operations 34,195,632.74 45,124,606.07

Net profit from discontinuing operations

(Il) Classified by ownership of the equity 34,195,632.74 45,124,606.07
Net profit attributable to the parent company’s shareholders 33,948,762.31 45,091,464.06
Net profit attributable to non-controlling interests 246,870.43 33,142.01
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CONSOLIDATED INCOME STATEMENT
For the year ended 31 December 2025

Unit: RMB
Items Notes 2025 2024
VI. Other comprehensive income, net of tax — —
Other comprehensive income, net of tax attributable to the
parent company’s shareholders = —
() Other comprehensive income that will not be reclassified
into profit or loss — —
1. Changes in remeasurement of defined-benefit plans = —
2. Other comprehensive income that cannot be reclassified
under the equity method — —
3. Changes in fair value of investments in other equity
instruments — —
. Changes in fair value due to the entity’s own credit risk — —
5. Others — _
() Other comprehensive income that may be reclassified into
profit or loss — _
1. Other comprehensive income that may be reclassified under
the equity method — —
2. Changes in the fair value of other debt investments — —
3. Amount included in OCI due to reclassifications of financial
assets — —
4. Provision for credit impairment of other debt investments — —
5. Cash flow hedge reserve (effective portion of gain or loss on
hedging instrument) — _
6. Foreign currency translation reserve o —
7. Others — —
Other comprehensive income, net of tax attributable to non-
controlling interests
VII. Total comprehensive income 34,195,632.74 45,124,606.07
Total comprehensive income attributable to the parent company’s
shareholders 33,948,762.31 45,091,464.06
Total comprehensive income attributable to non-controlling interests 246,870.43 33,142.01
VIII. Earnings per share (EPS):
(I) Basic earnings per share (Yuan per share) 0.25 0.34

(Il) Diluted earnings per share (Yuan per share) 0.25 0.34
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CONSOLIDATED CASH FLOW STATEMENT

For the year ended 31 December 2025

Unit: RMB
Items Notes 2025 2024
I.  Cash flows from operating activities:
Cash receipts from the sale of goods and the rendering of services 673,342,148.75 652,789,072.23
Receipts of taxes refunds 113,287.90 1,536,866.09
Other cash receipts relating to operating activities 5.43 81,664,773.22 84,824,282.95
Subtotal of cash inflows from operating activities 755,120,209.87 739,150,221.27
Cash payments for goods and services 447,240,970.63  462,972,807.20
Cash payments to and on behalf of employees 152,357,117.55  155,844,411.45
Payments of all types of taxes and surcharges 37,356,771.23 37,102,420.68
Other cash payments relating to operating activities 5.43 87,975,027.87 88,729,416.89
Subtotal of cash outflows from operating activities 724,929,887.28 744,649,056.22
Net cash flows from operating activities 30,190,322.59 -5,498,834.95
Il. Cash flows from investing activities:
Cash receipts from sales and withdrawals of investments — —
Cash receipts from returns on investments — —
Net proceeds from disposals of fixed assets, intangible assets and other
long-term assets 1,200.00 670.00
Net proceeds from disposals of subsidiaries and other business units — 24,959,508.38
Other cash receipts relating to investing activities — —
Subtotal of cash inflows from investment activities 1,200.00 24,960,178.38
Cash payments for acquisition and construction of fixed assets,
intangible assets and other long-term assets 6,325,570.73 8,369,106.55
Cash payments for investments — —
Net cash payments for acquisitions of subsidiaries and other business
units — —
Other cash payments relating to investing activities 5.43 11,255,396.19

Subtotal of cash outflows from investment activities

17,580,966.92

8,369,106.55

Net cash flows from investing activities

-17,579,766.92

16,591,071.83
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CONSOLIDATED CASH FLOW STATEMENT
For the year ended 31 December 2025

Unit: RMB
Items Notes 2025 2024
1l. Cash flows from financing activities:
Cash receipts from capital contributions — —
Including: cash receipts from capital injection into subsidiaries by
non-controlling shareholders — —
Cash receipts from borrowings 8,000,000.00 8,000,000.00
Other cash receipts relating to financing activities — —
Subtotal of cash inflows from financing activities 8,000,000.00 8,000,000.00
Cash paid for repayments of debts 8,000,000.00 —
Cash payments for dividends, profits and interests 14,254,460.19 733,260.01
Including: dividends and profits paid by subsidiaries to
non-controlling shareholders = —
Other cash payments relating to financing activities 5.43 5,444,213.00 5,018,910.79
Subtotal of cash outflows from financing activities 27,698,673.19 5,752,170.80
Net cash flows from financing activities -19,698,673.19 2,247,829.20
IV. Effect of changes in foreign exchange rates on cash and cash
equivalents -567.31 -263,232.21
V. Netincrease in cash and cash equivalents -7,088,684.83 13,076,833.87
Add: opening balance of cash and cash equivalents 425,171,708.53  412,094,874.66
VI. Closing balance of cash and cash equivalents 5.44 418,083,023.70 425,171,708.53
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

For the year ended 31 December 2025
Unit: RMB

s
Equity attrbutable to shareholders of the parent company

P
Other equity instruments I Other Non- Total

Share  Prefemred  Perpetual Capital Treasury - Comprehensive Special Surplus~ Generalrisk Retained controllng ~ shareholders"
apital stocks bonds Others reserves stocks Income reserves reserves  provisions eamings Others Subtotal interests equity

I, Balance at the end of ast year 133,340,000.00 - - — 3942338 - - ~ 1696452657 — 20061823978 — SG4SIG09T3 396272327 56882971300
Add: Changes in accounting poices - - - - - = = = = = - - - - -
Cartections of errors n prir perod - - - - - = = = = - - - - - -

Business combingtion under
common cortrol - - - = = = = = - - - - - - -
Others - - - - = = = = - - - - _ - _
II. Balance at the heginning of this year 133,340,000.00 - - — 3942338 - - ~ 1696452657 — 20041823978 — SG4SIG09T3 396272327 56882971300

Il Changes during the period (" for decreases) = = = 1631592 = = 3,896,593.16 - 1565140945 UT9STL08 681043 42644046

(1) Total comprehiensive income - - - - - - - = = - BUsTRLN
(2} Shareholders' contributions and
reductions in capia - - - - 1631590 - - - - - - - 181590 163159.2
1. Common stock capitalcontrbuton
from sharehalders - - - - - - = = = = = = - - -
2. Capitl contributon from
ofher equity instruments holders - - - - - - - = = = = = = - -
3. Share-based payment ecognized in
shareholders'equity - - - = = = = = - - - - - - -
4 Others = = = - 1631590 = = = = = = - 1631590 - 1631590
B ot dstbuton = = = = = = - — 386516 - BWI3R16 — 4072000 — 140012000
1. Appropriaton tosurplus reserve - - - - - - - — 389659316 — 389659316 = = =
2. Appropriation to generalrisk reserve - - - - - = = = = - - - - - -
3. Disrbutiontosharehalders = - - - - - - - - — 1440072000 — 1440072000 — 140072000
4 Others - - - - - = = = = = - - - - -
(&) Interaltransfe ofshareholdersequity - - - - - = - = = = - = - - -
1. Transfer fom captal
Tesenve 0 share capital - - - - - = = = = - - - - - -
1. Transferfrom surglus
Tesenve 0 share capital - - - - - = = = = - - - - - -
3. Surpls resene used to
offsetaccumlated osses - - - - - - = = = = - - - - -
4 Chenges i defined beneft
obligation ransfered to
Tefained eamings - - - - = = = = - - - - - - -
5. Other comprefiensie ncome
transfrted o efained eamings - - - - - = = = = = - - - - -
6. Others - - - - = = = = - - - - _ - _

BUGTLI  U68T04 3419563074

(5] Specia resenies - - - - - = = = = - - - - - -
1. Current ppropriation - - - - = = = = = - - - - - _
2. Curent utization - - - - - = = = = = - - - - -
(6] Others - - - = = = = = = - - - - -

IV, Balance at the end of the period 133,340,000.00 = = 15,555,753.10 = = — 08111973 — 16,26968893 — 58602656176  4229593.70 590,256,155.46
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
For the year ended 31 December 2025
Unit: RMB

04
Equity attrbutable to shareholders of the parent company

Other equty instruments less: Other Non- Total

Share ~ Prefered  Perpetual Capital Treasury Comprehensive Special Surplus~ Generalrisk Retained controlling ~ shareholders"
apital stocks bonds Others reserves stocks Income reserves Teserves  provisions eamings Others Subtotal interests equity

I, Balance at the end of ast year 13334000000 - - - 188025838 - - - B3B3 - 159487559 - 2463382567 394958126 52858340693
Add: Changes in accounting poices - - - - - - - - - - - - - - -
Corectonsoferor nprior peiod - - - - - - - - - - - . R . B

Business combination under

commn contol - - - - - - - - - - - - - - -
Others - - - - - - - - - - - - - - -
11 Balance at the heginning of this year 133,340,00000 - - - 88025338 - - - 1300377637 - 15948752592 - SMERSET 394958126 5285834068
Il Changes during the period ("-" for decreases) - - - - 487830000 - - - 3907500 - 4130738 - AN316406 B0 4024630607
(1) Total comprehiensive income - - - - - - - - - - 4509146406 - 4509146406 BI201 4512460607

{2) Shareholders ontributions and
reductions in capita - - - - 487830000 - - - - - - - 487830000 -4.87830000

1. Common stock capital

contrbuton from shareholders - - - - - - - - - - R - R . R
1. Capitl contributon from

otherequity nstrumens holders - - - - - - - - - - R R R R R
3. Share-based payment recognized in

shareholders'equity - - - - - - - - - - R R R R -
4 Others - - - - 487830000 - - - - - -4.878.300.00 - 487830000
Proftdistbution - - - - - - - - 3907500 - 3%075020 - - - -
1. Appropriaton tosurplus reserve - - - - - - - - 3907500 - 39075020 - - - -
1
3

Appropriation to generd rik reserve - - - - - - - - - - - - R . -
Distbution o shareholders - - - - - - - - - - - - - . -

4 Others - - - - - - - - - - R R - R -
{4)  Internaltransfer ofshareholdersequity - - - - - - - - - - - - - B .
1. Transfer fom capite

Tesenve t0 share capital - - - - - - - - - - - - - - .
1 Transferfrom surlus

Tesenve t0 share capital - - - - - - - - - - - - - - .
3 Surplusreserve used to

offsetaccumlated osses - - - - - - - - - - - - - - -
4. Changes in defined beneft

obligation ransfered to retened

eanmings - - - - - - - - R - - - . , ,
5. Other comprefiensie ncome

transfered to refened eamings - - - - - - - - - - R R R R -
6. Otfers - - - - - - - - - - - - - . .
Specal eserves - - - - - - - - R - - . . . ,
1. Current appropriafion - - - - - - - - - - - - - - R
2. Curent utization - - - - - - - - - - - - R _ R
Others - - - - - - - - - - - - - . .

(4

IV. Balance atthe end of the period 133,340,000.00 - - - 13941838 - - - 1696452657 0061823978 50484698973 39827321 56881871300
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NOTES TO THE FINANCIAL STATEMENT

(Expressed in RMB unless otherwise indicated)

1. Company background

Lushang Life Services Co., LTD. ("The Company”, collectively referred to as “the Group” when including subsidiaries),
formerly known as Shandong Lushang Property Services Co., LTD. It was established as a limited liability company in the
People’s Republic of China (“China”) on March 24, 2006 in accordance with the PRC Company Law, and was restructured
into a limited liability company on March 12, 2021. The registered office of the company is Room 202, Building 2, Lushang
Guoao City, N0.9777 Jingshi Road, Lixia District, Jinan City, Shandong Province, China. The Company’s H shares were listed
on the Main Board of the Stock Exchange of Hong Kong Limited on 8 July 2022 under the stock code 2376.HK.

As of December 31, 2025, the share capital of the Company was RMB133.34 million, the controlling shareholder was Lushang
Freda Pharmaceutical Co., LTD., the parent company of the controlling shareholder was Shandong Commercial Group Co.,
LTD., and the ultimate actual controller of the Group was the State-owned Assets Supervision and Administration Commission
of the Shandong Provincial People’s Government.

The Company is in the property services and management industry, providing property management services, community
value added services and non-owner value added services primarily in the PRC.

This financial statement has been approved for publication by the company’s board of directors on March 27, 2025. Pursuant
to the articles of association of the Company, these financial statements shall be submitted to the general meeting of
shareholders for consideration and approval.

2. The basis for preparation of financial statement
2.1.Compilation Basis

The Company is incorporated in the People’s Republic of China and its overseas listed foreign shares have been listed
on the Main Board of the Stock Exchange since July 8, 2022, and adopts the International Financial Reporting Standards
(IFRS) to prepare its financial statements for the period ending December 31, 2022. In order to improve work efficiency
and reduce the cost of preparing two financial statements in accordance with Chinese Accounting Standards for Business
Enterprises and International Financial Reporting Standards, on 17 July 2023, the Board considered and approved the
preparation of the Company’s financial statements and disclosure of related financial information in accordance with
Chinese Accounting Standards for Business Enterprises starting from the interim report for the period ended 30 June
2023, An extraordinary General meeting was held on 3 August 2023 and approved the consequential changes to the
Articles of Association.

The Group's financial statements are prepared based on the actual transactions and events, following the “Accounting
Standards for Business Enterprises” promulgated by the Ministry of Finance, including their application guidelines,
interpretations, and other relevant provisions, as well as the rules and regulations of the China Securities Regulatory
Commission (CSRC), specifically the “No. 15 of the Rules for the Preparation of Information Disclosure by Companies
Offering Public Securities - General Requirements for Financial Reporting (Revised 2023)". Additionally, the financial
statements comply with the disclosure requirements of Hong Kong’s Companies Ordinance and the listing rules of the
Hong Kong Stock Exchange (HKEX).

2.2.Going concern

The Group has evaluated its ability to continue as a going concern for a period of 12 months from 31 December 2025,
and has not identified any matters or circumstances that raise significant doubts about its ability to continue as a going
concern. Therefore, the financial statements have been prepared on the assumption of going concern.
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NOTES TO THE FINANCIAL STATEMENT

(Expressed in RMB unless otherwise indicated)

3. Significant accounting policies and accounting estimates
Specific accounting policies and accounting estimates disclosures: The Group has adopted specific accounting policies and
accounting estimates based on its actual production and operating characteristics, including provision for bad debts of
receivables, provision for inventory write-down, depreciation of fixed assets, amortization of intangible assets, capitalisation
criteria for research and development costs, and recognition and measurement of revenue, among others.

3.1.Statement of Compliance with Accounting Standards for Business Enterprises

These financial statements comply with the Accounting Standards for Business Enterprises and present fairly, in all
material respects, the financial position of the Company and the Group as at 31 December 2025, and their results of
operations and cash flows for the year then ended.

3.2. Accounting period

The Group's accounting period is from January 1 to December 31 of the Gregorian calendar.

3.3 Business cycle

The group takes 12 months as a business cycle and uses it as the liquidity division standard for assets and liabilities.

3.4.Functional Currency for Accounting

The group uses RMB as the functional currency for accounting.

3.5.Accounting Treatment for Business Combinations under Common Control and Not
under Common Control

3.5.1. Business Combinations under Common Control

A business combination under common control refers to a situation where the combining entities are, before and
after the business combination, ultimately controlled by the same party or parties, and such control is not transitory.

As the acquirer, the assets and liabilities acquired by the Group in a business combination under common control
shall be measured at their carrying amounts in the consolidated financial statements of the ultimate controlling party
on the consolidation date. The difference between the carrying amount of the net assets acquired and the carrying
amount of the consideration paid for the combination shall be adjusted against the capital reserve; if the capital
reserve is insufficient to offset, the retained earnings shall be adjusted accordingly.

3.5.2. Business Combinations Not under Common Control

A business combination not under common control refers to a situation where the combining entities are not under
the ultimate control of the same party or parties before and after the business combination.

As the acquirer, the Group shall measure the identifiable assets, liabilities, and contingent liabilities acquired in a
business combination not under common control at their fair values on the acquisition date. If the combination cost
exceeds the fair value of the identifiable net assets acquired, the excess shall be recognized as goodwill. Conversely,
if the combination cost is less than the fair value of the identifiable net assets acquired, the Group shall first review
the fair values of the identifiable assets, liabilities, and contingent liabilities acquired, as well as the combination
cost. After the review, if the combination cost remains less than the fair value of the identifiable net assets acquired,
the difference shall be recognized as non-operating income in the current period of the combination.
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NOTES TO THE FINANCIAL STATEMENT

(Expressed in RMB unless otherwise indicated)

3. Significant accounting policies and accounting estimates (CONTINUED)

3.6.The criteria for determining control and the preparation methods of consolidated
financial statements

The scope of the consolidation of the group’s consolidated financial statements is determined on the basis of control,
including the company and all subsidiaries controlled by the company (including the divisible parts of the enterprise and
the investees, as well as the structured entities controlled by the enterprise, etc.).The criterion for the Group to determine
control is that the Group has power over the investee, enjoys variable returns by participating in the investee’s related
activities, and has the ability to use the power over the investee to affect its returns amount.

When preparing the consolidated financial statements, if the subsidiary is inconsistent with the accounting policies or
accounting periods adopted by the Company, the subsidiary’s financial statements shall be adjusted as necessary in
accordance with the Company’s accounting policies or accounting periods.

The impact of internal transactions between the company and its subsidiaries on the consolidated financial statements
will be eliminated upon consolidation. The share of the owner’s equity of the subsidiary that does not belong to the
parent company, as well as the current net profit and loss, other comprehensive income and the share of the total
comprehensive income that belongs to the non-controlling shareholders’ equity, are listed separately in the consolidated
financial statements items as “Non-controlling interests, net profit attributable to non-controlling interests, Other
comprehensive income net of tax attributable to non-controlling interests, and Total comprehensive income attributable
to non-controlling interests”.

For subsidiaries acquired in a business combination under common control, their operating results and cash flows shall
be included in the consolidated financial statements from the beginning of the consolidated period. When preparing
the comparative consolidated financial statements, adjustments are made to the relevant items of the previous year'’s
financial statements as if the reporting entity formed after the combination has existed since the point when the ultimate
control party began to exercise control.

For subsidiaries acquired in a business combination not under common control, the operating results and cash flows shall
be included in the consolidated financial statements from the date when the Group obtains control over them. When
preparing the consolidated financial statements, the financial statements of the subsidiary are adjusted on the basis of
the fair value of the identifiable assets, liabilities and contingent liabilities determined as of the acquisition date.

The Group partially disposes of its long-term equity investment in its subsidiaries without losing control, in the
consolidated financial statements, the difference between the disposal proceeds and the share of the subsidiary’s net
assets continuously calculated from the acquisition or consolidation date corresponding to the disposed long-term equity
investment is adjusted against capital reserves (share premium). If the capital reserve is insufficient to offset, the retained
earnings are adjusted.
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NOTES TO THE FINANCIAL STATEMENT

(Expressed in RMB unless otherwise indicated)

3. Significant accounting policies and accounting estimates (CONTINUED)

3.6.The criteria for determining control and the preparation methods of consolidated
financial statements (continued)

If the Group loses control of the investee due to the disposal of part of the equity investment or other reasons, in the
preparation of the consolidated financial statements, the remaining equity is re-measured at its fair value on the date
of loss of control. The sum of the consideration obtained from the disposal of the equity and the fair value of the
remaining equity, minus the share of the original subsidiary’s net assets continuously calculated from the acquisition or
consolidation date based on the original shareholding ratio, is included in the investment gains and losses during the
period of loss of control, and the goodwill is written off at the same time. Other comprehensive income related to the
equity investment of the original subsidiary, etc., is converted into current investment gains and losses at the time of loss
of control.

When the Group disposes of its equity investment in a subsidiary through multiple transactions over time until the loss of
control, and these transactions are part of a package deal, they should be accounted for as a single transaction for the
disposal of the subsidiary and the loss of control; however, before the loss of control, the difference between the disposal
proceeds and the share of the subsidiary’s net assets corresponding to the disposed investment for each transaction, is
recognized as other comprehensive income in the consolidated financial statements, and at the time of, loss of control,
it will be transferred to the investment gains and losses of the period. If the disposal of the equity investment in the
subsidiary through multiple transactions over time until the loss of control is not part of a package deal, each transaction
is accounted for separately according to whether the control is lost or not.

3.7.Cash and cash equivalents

The cash in the Group’s cash flow statement refers to cash in stock and deposits that can be used for payments at any
time. The cash equivalent of the cash flow statement refers to an investment with a holding period of no more than 3
months, strong liquidity, easy to convert into a known amount of cash, and with little risk of value fluctuation.

3.8.Foreign currency business
3.8.1. Foreign Currency Transactions

The group’s foreign currency transactions are initially recognized by translating the foreign currency amounts
into the functional currency using the spot exchange rate at the date of the transaction. On the balance sheet
date, monetary items denominated in foreign currencies are translated into the functional currency using the spot
exchange rate at the balance sheet date, The resulting translation differences, except for the exchange differences
arising from foreign currency borrowings specifically borrowed to finance the acquisition or construction of
assets that meet the capitalization criteria, which are accounted for under the capitalization principle, are directly
recognized in the current period’s profit or loss;.Non-monetary items in foreign currencies carried at historical cost
continue to be translated using the exchange rate at the date of the transaction and do not change their functional
currency amounts; Non-monetary items in foreign currencies carried at fair value are translated at the exchange
rate that existed when the fair values were determined, the difference between the translated functional currency
amounts and the original functional currency amounts is treated as a change in fair value (including exchange rate
changes) and included in the current period’s profit or loss; The capital contributed by the investors in foreign
currencies is translated using the spot exchange rate at the date of the transaction, and no translation differences
arise between the foreign currency capital and the corresponding monetary items in the functional currency.
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NOTES TO THE FINANCIAL STATEMENT

(Expressed in RMB unless otherwise indicated)

3.

Significant accounting policies and accounting estimates (CONTINUED)
3.9.Financial instruments

3.9.1.

Financial instruments’ recognition and derecognition

The group recognizes a financial asset or financial liability when it becomes a party to the contractual provisions of
a financial instrument.

Financial assets (or a part of a financial asset, or a part of a group of similar financial assets) are derecognized, which
means they are removed from the statement of financial position, when the following conditions are met: 1) The
right to receive cash flows from the financial asset has expired; 2) The right to receive cash flows from the financial
asset has been transferred, or there is an obligation under a “pass-through agreement” to promptly pay the full
amount of cash received to a third party, or there has been a transfer of nearly all the risks and rewards of ownership
of the financial asset, or even though there has been neither a transfer nor a retention of nearly all the risks and
rewards of ownership of the financial asset, control over the financial asset has been surrendered.

When the obligation of a financial liability has been fulfilled, revoked, or has expired, the financial liability is
derecognized. If an existing financial liability is substituted by another financial liability with substantially different
terms from the same creditor, or if the terms of the existing liability are almost entirely modified in substance, such
replacement or modification is handled as the derecognition of the original liability and the recognition of the new
liability, with the difference being recognized in the current period’s profit or loss.

The purchase and sale of financial assets in the normal course are recognized and derecognized under trade-date
accounting. The trade date is the date on which the Group commits to purchase or sell the financial asset.

. Classification and measurement methods for financial assets

At initial recognition, the Group's financial assets are classified based on the business model we use to manage the
financial assets and the contractual cash flow characteristics of the financial assets. The financial assets are classified
as: Financial Assets at Amortized Cost, Financial Assets at Fair Value Through Other Comprehensive Income (FVOCI),
and Financial Assets at Fair Value Through Profit and Loss (FVTPL). Reclassification of all affected financial assets
occurs only when there is a change in the business model the Group use to manage the financial assets.

Financial assets are initially measured at fair value, but for accounts receivable or notes receivable arising from the
sale of goods and the rendering of services that do not contain a significant financing component, or where the
financing component is not considered if it does not exceed one year, they are initially measured at the transaction
price.

For financial assets measured at fair value through profit and loss (FVTPL), the related transaction costs are
recognized directly in the current period’s profit or loss. For other categories of financial assets, the related
transaction costs are included in their initial recognition amount.
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NOTES TO THE FINANCIAL STATEMENT

(Expressed in RMB unless otherwise indicated)

3. Significant accounting policies and accounting estimates (CONTINUED)
3.9.Financial instruments (continued)
3.9.2. Classification and measurement methods for financial assets (continued)

The subsequent measurement of financial assets depends on their classification:

(1) Financial Assets at Amortized Cost

Financial assets are classified as Financial Assets at Amortized Cost if they meet the following criteria
simultaneously: (a) The business model for managing the financial asset is aimed at collecting contractual cash
flows; (b) The contract terms of the financial asset stipulate that the cash flows it generates on specified dates
are solely payments of principal and interest based on the unpaid principal amount. For such financial assets,
interest income is recognised using the effective interest method. Gains or losses arising from derecognition,
modification or impairment of such financial assets are recognised in profit or loss for the current period. The
group's financial assets classified in this category mainly include: cash and bank, accounts receivable, notes
receivable, and other receivables.

(2) Debt instrument investments at fair value through other comprehensive income (FVOCI)

Financial assets are classified as Financial Assets at Fair Value Through Other Comprehensive Income (FVOCI)
if they meet the following criteria simultaneously: (a) The Group'’s business model under which these financial
assets are managed is to collect contractual cash flows and to sell the financial assets; (b) The contract terms of
the financial asset stipulate that the cash flows it generates on specified dates are solely payments of principal
and interest based on the unpaid principal amount. Such financial assets use the effective interest method to
recognize interest income. Apart from interest income, impairment losses, and exchange differences which
are recognized in the current period’s profit and loss, the remaining changes in fair value are included in
other comprehensive income. When the financial asset is derecognized, the accumulated gains or losses that
were previously recognized in other comprehensive income are reclassified from other comprehensive income
to the current period’s profit and loss. The Group’s financial assets classified in this category mainly include:
receivables financing.

(3) Equity instrument investments at fair value through other comprehensive income (FVOCI)

The Group irrevocably elects to designate certain non-trading equity instrument investments as Financial Assets
at Fair Value Through Other Comprehensive Income (FVOCI). The Group recognizes only the dividend income
(excluding dividend income clearly identified as a recovery of part of the investment cost) in the current period’s
profit and loss, with subsequent changes in fair value being included in other comprehensive income, and no
impairment provisions are required. Upon derecognition of the financial asset, the cumulative gains or losses
that were previously included in other comprehensive income are reclassified from other comprehensive income
to retained earnings.

(4) Financial Assets at Fair Value Through Profit and Loss (FVTPL)

Apart from financial assets mentioned above, which are classified as Financial Assets at Amortized Cost, or
classified/designated as Financial Assets at Fair Value Through Other Comprehensive Income (FVOCI), the Group
classifies other financial assets as Financial Assets at Fair Value Through Profit and Loss (FVTPL). These financial
assets are subsequently measured at fair value, and all changes in fair value, except for those related to hedge
accounting, are recognized in profit and loss for the period.

If the contingent consideration recognized by the Group in business combinations not under common control,
constitutes financial assets, such financial assets are classified as Financial Assets at Fair Value Through Profit
and Loss (FVTPL).
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3.

Significant accounting policies and accounting estimates (CONTINUED)
3.9.Financial instruments (continued)

3.9.3.

Classification, recognition criteria, and measurement methods for financial liabilities

Except for financial guarantee contracts issued, loan commitments at below-market interest rates, and financial
liabilities arising from the transfer of financial assets that do not meet the derecognition criteria or from continuing
involvement with transferred financial assets, the Group classifies financial liabilities at initial recognition into:
Financial liabilities measured at fair value through profit or loss (FVTPL); Financial liabilities measured at amortized
cost. For financial liabilities measured at fair value through profit or loss, the related transaction costs are recognized
directly in the current period’s profit or loss. For financial liabilities measured at amortized cost, the related
transaction costs are included in their initial recognition amount.

The subsequent measurement of financial liabilities depends on their classification:

(1) Financial liabilities measured at amortized cost

For financial liabilities measured at amortized cost, the effective interest method is used for subsequent
measurement at amortized cost.

(2) Financial liabilities measured at fair value through profit or loss (FVTPL)

Financial liabilities at fair value through profit or loss (FVTPL), including derivatives that are financial liabilities,
encompass both transactional liabilities and those designated as FVTPL at initial recognition. Transactional
financial liabilities (including derivatives that are financial liabilities) are subsequently measured at fair value.
All changes in fair value, except for those related to hedge accounting, are recognized in profit or loss for the
period. For financial liabilities designated as measured at fair value through profit or loss (FVTPL), subsequent
measurement is based on fair value, with all changes in fair value recognized in profit or loss for the period,
except for changes caused by the Group’s own credit risk, which are included in other comprehensive income.
If recognizing fair value changes caused by the Group’s own credit risk in other comprehensive income would
create or amplify an accounting mismatch in profit or loss, the Group would account for all fair value changes,
including the effects of its own credit risk, in profit or loss for the period.

. Impairment of Financial Instruments

The Group, based on expected credit losses, carries out impairment on, and recognizes loss provisions for: financial
assets measured at amortized cost, debt investments measured at fair value through other comprehensive income,
contract assets, lease receivables, loan commitments, and financial guarantee contracts.

(1) Measurement of Expected Credit Losses

Expected credit losses refer to the weighted average of credit losses of financial instruments, weighted by the
risk of default. Credit loss refers to the present value of the difference between all contractual cash flows that
the Group would be entitled to receive under the original effective interest rate and all cash flows that are
expected to be received, i.e., the present value of all cash shortfalls.

Lifetime expected credit loss is the expected credit loss resulting from all possible default events over the
expected life of a financial instrument.12-month expected credit loss is the expected credit loss resulting from
possible default events on a financial instrument within 12 months after the reporting date (or within the
expected life of the financial instrument if its expected life is less than 12 months), and represents a portion of
the lifetime expected credit loss.
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3. Significant accounting policies and accounting estimates (CONTINUED)
3.9.Financial instruments (continued)
3.9.4. Impairment of Financial Instruments (continued)
(1) Measurement of Expected Credit Losses (continued)

For trade receivables, bills receivable, receivables financing and contract assets arising from ordinary operating
activities such as sale of goods and provision of services without significant financing components, the Group
applies the simplified measurement approach and measures the loss allowance at an amount equal to lifetime
expected credit losses.

For lease receivables, receivables and contract assets with significant financing components, the Group elects
to apply the simplified measurement approach and measures the loss allowance at an amount equal to lifetime
expected credit losses.

For financial assets other than those measured under the simplified approach (such as debt investments, other
debt investments and other receivables), loan commitments and financial guarantee contracts, the Group
applies the general approach (three-stage model) to recognise expected credit losses. At each reporting date,
the Group assesses whether the credit risk of a financial instrument has increased significantly since initial
recognition. Where credit risk has not increased significantly since initial recognition (Stage 1), the Group
measures the loss allowance at an amount equal to 12-month expected credit losses, and recognises interest
income based on the gross carrying amount and the effective interest rate. Where credit risk has increased
significantly since initial recognition but no credit impairment has occurred (Stage 2), the Group measures the
loss allowance at an amount equal to lifetime expected credit losses, and recognises interest income based on
the gross carrying amount and the effective interest rate. Where credit impairment has occurred since initial
recognition (Stage 3), the Group measures the loss allowance at an amount equal to lifetime expected credit
losses, and recognises interest income based on the amortised cost and the effective interest rate.

For financial instruments with low credit risk at the reporting date, the Group presumes that their credit risk has
not increased significantly since initial recognition. Disclosures regarding the Group'’s criteria for determining a
significant increase in credit risk and the definition of credit-impaired assets are set out in Note 10.1.

When the Group assesses impairment of financial instruments and contract assets using the expected credit loss
model, it estimates expected changes in the credit risk of debtors based on historical repayment data, combined
with factors such as economic policies, macroeconomic indicators and industry risks. Different estimates may
affect the amount of impairment allowance recognised, and the recognised impairment allowance may not
equal the actual impairment loss incurred in the future.
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3.

Significant accounting policies and accounting estimates (CONTINUED)

3.9.Financial instruments (continued)

3.9.4. Impairment of Financial Instruments (continued)

2)

Portfolio Categories and Basis of Classification for Impairment Provision by Credit Risk Characteristics

The Group assesses expected credit losses on financial instruments on an individual and collective basis. For
collective assessment, the Group classifies financial instruments into portfolios based on shared credit risk
characteristics, including type of financial instrument, credit risk rating, debtor’s geographical location, debtor’s
industry, past-due information and aging of receivables.

)

Portfolio Categories and Determination Basis of Accounts Receivable (and Contract Assets)
The Group categorizes accounts receivable (and contract assets) based on information such as the age
and nature of the receivables, credit risk exposure, and historical collection performance, grouping them
according to the similarity and relevance of their credit risk characteristics. For accounts receivable (and
contract assets), the Group considers the age of the receivables as the primary factor affecting their credit
risk. Therefore, the Group formulates a comparison table of accounts receivable aging and default loss
rate with reference to historical credit loss experience, and assesses the expected credit losses on this
basis. The Group determines the aging based on the actual occurrence date of the business. The portfolios
determined by the Group are as follows:

Portfolio Name

Related Party Portfolio

Aging Portfolio

Basis of Portfolio Classification

This portfolio is classified based on
amounts due from related parties
as the credit risk characteristic.

This portfolio is classified based
on the aging of amounts due from
non-related parties as the credit
risk characteristic.

Calculation method

With reference to historical credit
loss experience, combined with
current conditions and forecasts of
future economic conditions, based
on credit risk exposure and lifetime
expected credit loss rates.

With reference to historical credit
loss experience, combined with
current conditions and forecasts
of future economic conditions,
based on the aging analysis and
corresponding lifetime expected
credit loss rates.
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3. Significant accounting policies and accounting estimates (CONTINUED)

3.9.Financial instruments (continued)

3.9.4. Impairment of Financial Instruments (continued)

(2) Portfolio Categories and Basis of Classification for Impairment Provision by Credit Risk Characteristics
(continued)

2)

Portfolio Categories and Determination Basis of Notes Receivable

The Group classifies notes receivable into portfolios based on the credit risk of the acceptors as the shared
risk characteristic, and establishes the accounting estimate policy for expected credit losses as follows: a.
For bankers’ acceptances drawn by listed commercial banks, the Group considers them to have low credit
risk and recognizes no expected credit losses;b. For bankers’ acceptances drawn by unlisted commercial
banks and commercial acceptances, impairment provisions are recognized by reference to the expected
loss rates applied to accounts receivable, using the same portfolio categorization as accounts receivable,
The portfolios determined by the Group are as follows:

Portfolio Name

Listed Bank Acceptance
Portfolio

Related Party Portfolio

Aging Portfolio

Basis of Portfolio Classification

This portfolio is classified based on
the acceptor of bills as the credit
risk characteristic, comprising
bank acceptances accepted by
listed commercial banks.

This portfolio is classified based on
the acceptor of bills as the credit
risk characteristic, comprising
commercial acceptances accepted
by related parties.

This portfolio is classified based
on the acceptor of bills as the
credit risk characteristic, covering
all other portfolios not specified
above.

Calculation method

With reference to historical credit
loss experience, combined with
current conditions and forecasts of
future economic conditions, based
on credit risk exposure and lifetime
expected credit loss rates.

With reference to the accounting
estimates for expected credit losses
on accounts receivable, based on the
aging analysis and corresponding
lifetime expected credit loss rates.

With reference to the accounting
estimates for expected credit losses
on accounts receivable, based on the
aging analysis and corresponding
lifetime expected credit loss rates.
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3. Significant accounting policies and accounting estimates (CONTINUED)

3.9.Financial instruments (continued)

3.9.4. Impairment of Financial Instruments (continued)

(2) Portfolio Categories and Basis of Classification for Impairment Provision by Credit Risk Characteristics

(continued)

3) Portfolio Categories and Determination Basis of Other Receivables

The Group's other receivables mainly comprise deposits and margins, advances to employees, social
insurance and housing fund reimbursements on behalf of employees, balances due from related parties,
and other items. Based on the nature of receivables and the credit risk characteristics of different
counterparties, the Group classifies other receivables into three portfolios, details of which are as follows:

Portfolio Name

Basis of Portfolio Classification

Calculation method

Related Party Portfolio

Low-risk Portfolio

Aging Portfolio

This portfolio is classified based on
amounts due from related parties
as the credit risk characteristic.

This portfolio consists of various
deposits, margins, staff advances,
reimbursements and other
amounts receivable in the ordinary
course of business, which share
similar credit risk characteristics.

Other receivables not included

in the above portfolios; amounts
with the same aging period exhibit
similar credit risk characteristics.

With reference to historical credit
loss experience, combined with
current conditions and forecasts of
future economic conditions, based
on credit risk exposure and expected
credit loss rates over the next 12
months.

With reference to historical credit
loss experience, combined with
current conditions and forecasts of
future economic conditions, there is
no expected credit risk exposure of
default within the next 12 months.

Based on the comparison table of
aging analysis and expected credit
loss rates over the next 12 months or
lifetime.
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3. Significant accounting policies and accounting estimates (CONTINUED)
3.9.Financial instruments (continued)
3.9.4. Impairment of Financial Instruments (continued)
(3) Judgment Criteria for Individual Assessment of Provision for Bad Debt Impairment

If the credit risk characteristics of a customer are significantly different from those of other customers in the
portfolio, or if the credit risk characteristics of such customer have undergone significant changes (for example,
the customer is facing severe financial difficulties), and the expected credit loss rate of the receivables from such
customer is significantly higher than the expected credit loss rate corresponding to its aging period and overdue
interval, the Group shall recognize provision for losses on the receivables from such customer on an individual
basis.

(4) Write-off of Impairment Provision

When the Group no longer reasonably expects to recover the contractual cash flows of a financial asset in full
or in part, it directly writes down the carrying amount of such financial asset. Any subsequent recovery of a
financial asset that has been written down is recognised as a reversal of impairment loss in profit or loss in the
period of recovery.

3.9.5. The criteria for the recognition and the methods of measurement of financial asset transfers

For financial asset transfer transactions, the Group will derecognize the financial asset if it has transferred almost all
the risks and rewards of ownership to the transferee. If it has retained almost all the risks and rewards of ownership,
it will not derecognize the financial asset. If it has neither transferred nor retained almost all the risks and rewards
of ownership and has given up control of the financial asset, it will derecognize the financial asset and recognize the
resulting assets and liabilities. If it has not given up control over the financial asset, it will recognize related financial
assets, and related liabilities correspondingly, to the extent of its continued involvement with the transferred
financial asset.

When the transfer of financial assets as a whole meets the criteria for derecognition, the difference between the
carrying amount of the transferred financial assets on the derecognition date and the sum of the consideration
received for the transfer, as well as the amount of the cumulative fair value changes originally recognized in other
comprehensive income, corresponding to the part that is derecognized (for the transferred financial assets that
simultaneously meet the following criteria: (a) The Group’s business model for managing the financial asset aims at
both collecting contractual cash flows and selling the financial asset; (b) The contract terms of the financial asset
stipulate that the cash flows generated on specific dates are solely payments of principal and interest based on the
unpaid principal amount.), is recognized in profit or loss for the current period.
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3.

Significant accounting policies and accounting estimates (CONTINUED)
3.9.Financial instruments (continued)

3.9.5.

The criteria for the recognition and the methods of measurement of financial asset transfers (continued)

When a partial transfer of a financial asset meets the criteria for derecognition, the carrying amount of the financial
asset as a whole is allocated between the part that is derecognized and the part that is not derecognized, based
on their respective relative fair values. The difference between the sum of the consideration received for the
transfer and the cumulative amount of fair value changes originally recognized in other comprehensive income
that is attributable to the part that is derecognized (for the transferred financial assets that simultaneously meet
the following criteria: (a) The Group’s business model for managing the financial asset aims at both collecting
contractual cash flows and selling the financial asset; (b) The contract terms of the financial asset stipulate that the
cash flows generated on specific dates are solely payments of principal and interest based on the unpaid principal
amount.), and the allocated carrying amount, is recognized in profit or loss for the current period.

When continuing involvement with the transferred financial asset is through the provision of a financial guarantee,
an asset is recognized for the lower of the carrying amount of the financial asset and the amount of the financial
guarantee. The amount of the financial guarantee refers to the maximum amount for which repayment will be
required from the consideration received.

.Differentiation and Related Treatment Methods of Financial Liabilities and Equity Instruments

The Group differentiates financial liabilities from equity instruments based on the following principles: (a) If the
Group cannot unconditionally avoid delivering cash or other financial assets to fulfill a contractual obligation, that
obligation meets the definition of a financial liability. Some financial instruments do not explicitly contain terms and
conditions that obligate the delivery of cash or other financial assets, but may indirectly form contractual obligations
through other terms and conditions. (b) In case of a financial instrument that will or may be settled in the Group's
own equity instruments, it is necessary to consider whether the equity instruments used to settle the financial
instrument serve as an alternative to cash or other financial assets, or to give the holder the residual claim of the
assets of the issuer after deducting all liabilities. If it is the former, the instrument is a financial liability of the issuer;
if it is the latter, the instrument is an equity instrument of the issuer. In some cases, a financial instrument contract
stipulates that it will or may be settled in the Group’s own equity instruments, where the amount of the contractual
right or obligation is equal to the number of equity instruments that can be acquired or delivered multiplied by
their fair value at the time of settlement. In this case, regardless of whether the amount of the contractual right
or obligation is fixed, or varies entirely or partially based on variables other than the market price of the Group’s
own equity instruments (such as interest rates, the price of a certain commodity, or the price of a certain financial
instrument), the contract is classified as a financial liability.

When classifying financial instruments (or their components) in the consolidated financial statements, the Group
takes into account all the terms and conditions reached between group members and the holders of the financial
instruments. If, as a whole, the Group assumes an obligation to deliver cash, other financial assets, or to settle in any
other manner that would make the instrument a financial liability due to the instrument, then the instrument should
be classified as a financial liability.

The Group classifies these financial instruments or their components as financial assets, financial liabilities, or equity
instruments at the time of initial recognition, based on the contract terms of the preferred stocks, perpetual bonds,
etc., issued and the economic substance they reflect, in conjunction with the definitions of financial assets, financial
liabilities, and equity instruments.

For financial instruments or their components that are classified as financial liabilities, their related interest,
dividends (or distributions), gains or losses, as well as gains or losses from redemption or refinancing, are recognized
in the current period’s profit or loss by the Group.

For financial instruments or their components that are classified as equity instruments, their issuance (including
refinancing), repurchase, sale, or cancellation are treated as changes in equity by the Group, without recognizing the
fair value changes of the equity instruments.
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3. Significant accounting policies and accounting estimates (CONTINUED)
3.9.Financial instruments (continued)
3.9.7. The offsetting of financial assets and financial liabilities

The Group presents its financial assets and financial liabilities separately in the balance sheet without offsetting
them against each other. However, when the following conditions are met simultaneously, they are presented in the
balance sheet at their net amount after offsetting: (a) The Group has a legal right to offset the recognized amounts,
and such legal right is currently enforceable; (b) The Group intends either to settle on a net basis, or to realize the
financial asset and settle the financial liability simultaneously.

3.10.Inventory

The group’s inventory mainly includes raw materials, turnover materials (consumables), stock goods, etc.

Inventory is initially measured at its cost, which includes the purchase cost, processing cost, and other costs. The
perpetual inventory system is applied, and the actual cost of inventory issued or dispatched is determined using the first-
in, first-out (FIFO) method. Turnover materials are amortized at once upon their first use.

On the balance sheet date, inventory is measured at the lower of the cost and the net realizable value. If the cost of
inventory exceeds its net realizable value, an inventory reserve is provided for, which is recognized in the profit or loss
for the period. The net realizable value refers to the amount of the estimated selling price, less the estimated costs to
complete production, estimated selling expenses, and related taxes and fees that would be incurred to sell the inventory
in daily operating activities.

The Group provides for inventory reserves on an item-by-item basis. In determining its net realizable value, stock goods,
work in progress, and raw materials that are intended for sale directly, are valued at the estimated selling price of the
inventory minus the estimated selling expenses and related taxes and fees. Raw materials held for production are valued
at the estimated selling price of the finished products minus the estimated costs to complete production, estimated
selling expenses, and related taxes and fees.

For inventory items in large quantities and of low unit prices, the Group provides for inventory reserves by category; for
inventory that is relating to product lines produced and marketed in the same geographical area, has the same or similar
end uses or purposes, and cannot be practicably evaluated separately from other items, the Group provides for inventory
reserves collectively. In determining its net realizable value, the overall estimated selling price of the inventory category
is used, minus the estimated selling expenses and related taxes and fees.

3.11.Contract assets and contract liabilities
311.1. Contract assets

Contract assets represent the Group’s right to consideration in exchange for goods transferred to customers, a right
that is conditional on factors other than the passage of time.

For the determination method and accounting treatment of expected credit losses on contract assets, please refer to
the relevant content of the impairment of financial assets in Notes 3.9 above for details.
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3.

Significant accounting policies and accounting estimates (CONTINUED)
3.11.Contract assets and contract liabilities (continued)
311.2. Contract liabilities

Contract liabilities reflect the Group’s obligation to deliver goods (or services) to customers for consideration
received or receivable from the customer.

Contract assets and contract liabilities under the same contract are presented on a net basis.

3.12.Assets related to contract costs

3121. The determination method for the amount of assets related to contract costs

The Group's assets related to contract costs include costs to fulfill a contract and costs to obtain a contract. Based on
their liquidity, costs to fulfill a contract are reported in inventory and other non-current assets, while costs to obtain
a contract are reported in other current assets and other non-current assets.

Costs to fulfill a contract are those costs incurred by the Group to fulfill a contract, which can be recognized as an
asset as costs to fulfill a contract if they do not fall within the scope of relevant accounting standards for inventory,
fixed assets, or intangible assets, and all of the following criteria are met: the costs are directly related to a contract
or a specific anticipated contract, including direct labour, direct materials, manufacturing overheads (or similar
costs), costs explicitly chargeable to the customer, and other costs that are incurred solely due to the contract; the
costs generate or enhance resources of the Group that will be used in satisfying performance obligations in the
future; the costs are expected to be recovered.

Costs to obtain a contract refer to the incremental costs incurred by the Group to obtain a contract that are expected
to be recovered, and these are recognized as an asset. If the amortization period of the asset is not expected to
exceed one year, the Group chooses a simplified accounting treatment by expensing them in the current period as
incurred. Incremental costs are those that would not have been incurred if the contract had not been secured (such
as sales commissions). Other expenses incurred by the Group to obtain a contract, apart from the incremental costs
that are expected to be recovered (such as travel expenses that would have been incurred irrespective of whether
the contract was obtained), are expensed in the current period as incurred, except for those costs that are explicitly
billable to the customer.

3.122. Amortisation of assets related to contract costs

The Group's assets related to contract costs are amortized on the same basis as the revenue recognition related to
the asset, which are included in the current profit or loss.

3123. Impairment of assets related to contract costs

If the carrying amount of assets related to contract costs exceeds the difference between: (a) the remaining
consideration related to the asset that the Group expects to receive for the transfer of goods, and (b) the estimated
costs to be incurred for the transfer of those goods, the Group will provide for impairments for the excess and
recognize it as impairment losses on assets. If, in a subsequent period, the factors causing the impairment change
such that the difference referred to above exceeds the carrying amount of the asset, the previously recognised
impairment loss is reversed to profit or loss. However, the reversed carrying amount shall not exceed the carrying
amount that would have been determined (net of amortisation) had no impairment loss been recognised for the
asset in prior periods.
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3. Significant accounting policies and accounting estimates (CONTINUED)
3.13.Long-term equity investments

The Group's long-term equity investments comprise investments in subsidiaries, investments in associates and equity
investments in joint ventures.

3.131.Judgement of significant influence and joint control

The Group’s equity investments in which it has significant influence over the investee are investments in associates.
Significant influence refers to the power of the Group to participate in the financial and operating policy decisions of
the investee, but without the ability to control or jointly control the formulation of such policies together with other
parties. The Group is generally deemed to have significant influence over an investee when it directly, or indirectly
through its subsidiaries, holds 20% or more but less than 50% of the voting rights of the investee, unless there is
clear evidence indicating that the Group is unable to participate in the production and operation decisions of the
investee or exercise control over it. Where the Group holds less than 20% of the voting rights of an investee, it is still
considered to have significant influence if: it appoints representatives to the board of directors or similar governing
body of the investee; participates in the process of formulating the investee’s financial and operating policies; enters
into material transactions with the investee; assigns management personnel to the investee; or provides essential
technical information to the investee, among other circumstances.

The Group's equity investments whereby it exercises joint control over an investee together with other joint
venturers and has rights to the net assets of the investee are investments in joint ventures. Joint control is the
contractually agreed sharing of control over an arrangement, under which decisions about the relevant activities of
the arrangement require the unanimous consent of the parties sharing control. The Group determines the existence
of joint control based on whether all parties or a group of parties collectively control the arrangement, and decisions
about the relevant activities of the arrangement require the unanimous consent of those parties that collectively
control the arrangement.

3132. Accounting treatment

The Group initially measures long-term equity investments acquired at initial investment cost.

Long-term equity investments acquired through business combinations under common control are initially measured
at the acquired share of the carrying amounts of the acquiree’s net assets in the consolidated financial statements
of the ultimate controlling party on the consolidation date.; if the carrying amounts of the acquiree’s net assets on
the consolidation date is negative, the initial investment cost is determined as zero.

Long-term equity investments acquired through business combinations not under common control are initially
measured at the acquisition costs; for business combinations not under common control that are achieved through
multiple transactions and do not constitute a package deal, the initial investment cost is the sum of the carrying
amount of the original equity investment and the cost of the additional investment.

Apart from long-term equity investments resulting from business combinations, those acquired by paying cash
are initially measured at the actual purchase price paid, plus directly related costs, taxes, and other necessary
expenditures incurred to acquire the long-term equity investment. Long-term equity investments acquired by issuing
equity securities are measured at the fair value of the equity securities issued. Long-term equity investments acquired
through debt restructuring by settling debts with assets are measured at the fair value of the relinquished claims,
plus taxes and other costs directly attributable to the investment. In the case of long-term equity investments
acquired through non-monetary asset exchanges, where the exchange has commercial substance and the fair value
of the assets received or given can be reliably measured, the initial investment cost is determined based on the fair
value of the assets given, unless there is conclusive evidence that the fair value of the assets received is more reliable.
For non-monetary asset exchanges that do not meet the conditions above, the initial investment cost is measured at
the carrying amount of the assets given and related taxes and expenses.
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3. Significant accounting policies and accounting estimates (CONTINUED)
3.13.Long-term equity investments
3.132. Accounting treatment(continued)

In the Company’s separate financial statements, investments in subsidiaries are accounted for using the cost
method. Under the cost method, long-term equity investments are valued at the initial investment cost. When
additional investments are made, the fair value of the costs paid for the additional investment, and any related
transaction costs incurred are used to increase the carrying amount of the long-term equity investment. Cash
dividends (or profits) declared by the investee are recognized as income from investments for the period, in the
amount that is the Company’s share.

The Group’s investments in joint ventures and associates are accounted for using the equity method. Under the
equity method, if the initial investment cost of a long-term equity investment exceeds the share of the net fair value
of the investee’s identifiable assets and liabilities on acquisition of the investment, no adjustment is made to the
carrying amount of the long-term equity investment; if the initial investment cost of a long-term equity investment
is less than the share of the net fair value of the investee’s identifiable assets and liabilities on acquisition of the
investment, the difference is adjusted to increase the carrying amount of the long-term equity investment, which is
included in the profit or loss in the period in which the investment is acquired.

For subsequent measurement of long-term equity investments accounted for using the equity method, the carrying
amount of the investment is adjusted to reflect the changes in the investee’s equity during the period of ownership.
When recognizing the share of the net profit or loss of the investee, the net profit (or loss) of the investee is adjusted
accordingly before recognition, based on the fair value of the investee’s identifiable assets and others on acquisition
of the investment, in accordance with the Group’s accounting policies and the accounting period, eliminating
unrealized gains or losses from internal transactions between the Group and its associates and joint ventures that
do not constitute a business to the extent of the Group's share (full amount is recognized when internal transaction
losses are asset impairment losses). The group recognizes the share of the net losses of the investee to the extent
that the carrying amount of the long-term equity investment and other long-term interests that in substance
constitute the Group's net investment in the investee are written down to zero, unless the Group has an obligation
to bear additional losses.

On disposal of long-term equity investments, the difference between the carrying amount and the actual proceeds
received is recognized to income from investments for the current period.

For long-term equity investments accounted for by the equity method, when discontinuing the use of the equity
method, all amounts previously recognised in other comprehensive income in relation to that investment under the
equity method are accounted for on the same basis as would have been required if the investee had directly disposed
of the related assets or liabilities. Any equity recognized due to changes in the investee’s equity other than net profit
or loss, other comprehensive income, and profit distribution is fully transferred to income from investments for the
period when discontinuing the use of the equity method.

When a partial disposal of long-term equity investments results in the remaining part still being accounted for under
the equity method, the amounts previously recognised in other comprehensive income in relation to that investment
under the equity method are accounted for on the same basis as would have been required if the investee had
directly disposed of the related assets or liabilities, and transferred proportionally. Any equity recognized due to
changes in the investee’s equity other than net profit or loss, other comprehensive income, and profit distribution is
also proportionally transferred to income from investments for the period.
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3. Significant accounting policies and accounting estimates (CONTINUED)
3.13.Long-term equity investments
3.132. Accounting treatment(continued)

When a partial disposal of long-term equity investments results in the loss of joint control of, or significant influence
over, the investee, the remaining equity interest is reclassified as a financial asset. The difference between the fair
value and the carrying amount of the remaining equity interest at the date on which joint control or significant
influence is lost is recognised in profit or loss.

When a partial disposal of long-term equity investments results in the loss of control over the investee, and the
remaining part can still enable joint control of, or significant influence over, the investee, the remaining part is
remeasured and accounted for using the equity method. The difference between the carrying amount of the
disposed part and the consideration is recognized in income from investments, and the remaining part is adjusted as
if it had been accounted for using the equity method from the acquisition date; If the remaining part cannot enable
joint control of, or significant influence over, the investee after disposal, it is recognized as a financial asset. The
difference between the carrying amount of the disposed equity interest and the disposal consideration is recognized
in investment income, and the difference between the fair value and the carrying amount of the remaining equity
interest on the date of loss of control is recognized in profit or loss for the current period.

In the case of a step-by-step disposal of equity investments through multiple transactions over time until the loss of
control, if these transactions do not constitute a package deal, the Group accounts for each transaction separately;
For transactions that are considered a package deal, all the transactions are accounted for as a single transaction
for the disposal of a subsidiary and loss of control, but the difference between the proceeds and the corresponding
carrying amount of the disposed long-term equity investment of each transaction before loss of control, is
recognized as other comprehensive income, and then all are transferred to the current profit or loss upon loss of
control.

3.14.Investment Properties

The investment properties of the Group refer to properties held for earning rents or appreciation, or both, including
leased land-use rights, land-use rights held for subsequent sale after appreciation, leased houses and buildings. The
Group adopts the cost model for measurement.

The Group applies the straight-line method for the depreciation or amortization of its investment properties. The
estimated useful lives, residual value rates, and annual depreciation (amortization) rates for various types of investment

properties are as follows:

Depreciation Estimated Residual Annual Depreciation

Category Period (Years) Value Rate (%) Rate (%)

Houses and buildings 20-40 5.00 2.38-4.75
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3. Significant accounting policies and accounting estimates (CONTINUED)
3.15. Fixed assets

The Group’s fixed assets are tangible assets held for production of goods, provision of services, rent, operation or
management, and with a useful life of more than one year.

Fixed assets are recognized when the economic benefits related to them are likely to flow into the Group and their costs
can be reliably measured. The Group’s fixed assets include houses and buildings, transportation equipment, machinery
and equipment, among others.

The Group depreciates all fixed assets, except for fully depreciated fixed assets that are still in use and land that is
separately accounted for. Depreciation is provided using the straight-line method. The depreciation period (estimated
useful life), estimated residual value rate, and annual depreciation rate for each type of the Group’s fixed assets are as

follows:
Serial Depreciation  Estimated Residual Annual Depreciation
Number Category period (years) Value Rate (%) Rate (%)
1 Houses and buildings 20-40 5.00 2.38-4.75
2 Transportation equipment 4 5.00 23.75
3 Machinery and other equipment 3-10 5.00 9.5-31.67

The Group reviews the estimated useful lives, estimated residual values and depreciation methods of fixed assets at the
end of each year. If any changes occur, they are treated as changes in accounting estimates.

3.16.Construction in Progress

The cost of construction in progress is determined based on actual expenditures, which include all necessary expenditures
incurred during the construction, borrowing costs that should be capitalized before the project reaches its intended
usable state, and other related costs.

Upon reaching the intended usable state, construction in progress is transferred to fixed assets at an estimated value
based on the project budget, project cost, or actual costs. Depreciation begins in the month following the transfer. Once
the final account procedures are completed, any differences in the original cost of the fixed assets are adjusted.

3.17.Borrowing Cost

The Group capitalizes borrowing costs that are directly attributable to the acquisition, construction or production of
qualifying assets that meet the criteria of capitalization, and includes them in the cost of the related assets,while other
borrowing costs are included in the profit or loss for the current period. The capitalization of borrowing costs of assets
that the Group identifies as qualifying assets, including fixed assets, investment properties, and inventory that take
acquisition, construction or production activities of more than one year to get ready for its intended use or sale, starts
when these conditions simultaneously are met: expenditures for the asset have been incurred, borrowing costs have
been incurred, necessary activities to prepare the assets for their intended use or sale have been undertaken; ceases
once substantially all the activities needed to prepare the qualifying assets for their intended use or sale are completed.
Any borrowing costs incurred thereafter are recognized in the profit or loss for the current period. If the acquisition,
construction or production activities of qualifying assets is abnormally interrupted, and the interruption lasts for more
than three consecutive months, capitalization of borrowing costs is suspended until these activities resume.
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3. Significant accounting policies and accounting estimates (CONTINUED)
3.17.Borrowing Cost (continued)

During each accounting period within the capitalization period, the Group recognizes the capitalized amount of
borrowing costs using the following methods: For specific borrowings, the capitalized amount is determined by the
actual interest costs incurred during the period, net of the interest income earned from depositing the unused borrowed
funds in a bank or the investment income generated from temporary investments with the unused borrowed funds; For
general borrowings used, the capitalized amount is determined by multiplying the weighted average of the excess of
cumulative expenditures on the asset over the amount of specific borrowings by the capitalization rate of the general
borrowings used. The capitalization rate is calculated based on the weighted average interest rate of the general
borrowings.

3.18.Intangible Assets

The Group's intangible assets are measured at their actual cost when acquired. Specifically, for intangible assets
purchased, the actual cost is determined based on the actual price paid and related expenditures incurred. For intangible
assets contributed by investors, the actual cost is determined based on the value stipulated in the investment contract or
agreement unless the value is not fair, then the fair value is applied. However, intangible assets acquired in a business
combination not under common control, which are owned by the acquiree but not recognized in its separate financial
statements, are recognized and measured at fair value upon initial recognition.

3.18.1. Useful life and basis for its determination, estimation, amortization method, and review procedures

Land-use rights are amortized on a straight-line basis for the duration of the grant period from the date of grant.
Other intangible assets are amortized on a straight-line basis over the shortest of the expected period of use, the
benefit period specified in the contract, and the legal effective period prescribed by law. The amortization amount is
allocated based on the beneficiary, to the cost of related assets or the current period’s profit or loss. The estimated
useful life and amortization method of intangible assets with a finite useful life are reviewed at the end of each year.
If any changes occur, they are treated as changes in accounting estimates.

Serial Amortization

Number Category Amortisation method period(years)

1 Software Straight-line 3-10 Expected benefit period
amortisation method

2 Trademarks Straight-line 3-10 Expected benefit period
amortisation method

Intangible assets for which the period during which they are expected to bring economic benefits to the Group
cannot be reliably estimated, are considered to have an indefinite useful life and are not amortized. During each
accounting period, the Group reviews the estimated useful life of intangible assets with indefinite useful lives.

3.182. Scope of research and development expenditures and related accounting treatment

The Group's research and development (R&D) expenditures encompass employee benefits for R&D personnel, costs
of direct input (materials,etc.), depreciation and amortization, design fees, equipment commissioning fees, costs of
external research and development service, and others.
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3.

Significant accounting policies and accounting estimates (CONTINUED)
3.18.Intangible Assets
3.182. Scope of research and development expenditures and related accounting treatment (continued)

The Group divides R&D expenditures into research phase expenditures and development phase expenditures based
on the nature of the expenditures and the level of uncertainty associated with whether the R&D activities will
ultimately result in the formation of an intangible asset. Research phase expenditures are expensed in the current
period’s profit or loss as incurred. Development phase expenditures are capitalized when the following conditions
are met simultaneously: The Group has assessed that it is technically feasible to complete the intangible asset and
to use or sell it; The group has the intention to complete the intangible asset and to use or sell it; The intangible
asset is expected to generate economic benefits for the group; The group has adequate technical, financial, and
other resources to support the completion of development of the intangible asset and the ability to use or sell
the intangible asset; Expenditures attributable to the development phase of the intangible asset can be reliably
measured. Development phase expenditures that do not meet the capitalization criteria are expensed in the current
period’s profit or loss as incurred.

3.19.Impairment of Long-term Assets

The Group reviews long-term equity investments, investment properties under the cost model, fixed assets, construction
in progress, right-of-use assets, intangible assets with finite useful lives, and other similar items on each balance sheet
date, when there are indications of impairment, the Group conducts impairment tests. For goodwill, intangible assets
with indefinite useful lives, and development expenditures that are not ready for intended use or sale, impairment tests
are carried out at the end of each year regardless of whether there are any indications of impairment.

319.1. Impairment of Non-current Assets Other Than Financial Assets (Excluding Goodwill)

When conducting impairment tests, the Group determines the recoverable amount of an asset as the higher of its
fair value less costs of disposal and the present value of the future cash flows expected to be derived from the asset
(or "value in use”). If the carrying amount of the asset exceeds its recoverable amount after the impairment test, the
difference is recognized as an impairment loss.

The Group estimates the recoverable amount on the basis of an individual asset, unless it is difficult to do so, then
the Group determines the recoverable amount on the basis of an asset group (or “cash-generating unit”) to which
the asset belongs. The identification of a cash-generating unit is based on whether the cash inflows generated by
the unit are largely independent of the cash inflows from other assets or groups of assets.

The net amount of fair value less costs of disposal is determined by reference to the sales agreement price or
observable market price of a similar asset in an orderly transaction occurring on the measurement date, minus the
incremental costs directly attributable to the disposal of such asset. In estimating the present value of future cash
flows, management determines the present value of future cash flows by using the estimated future cash flows
generated from the continuous use of the asset and its ultimate disposal, and selecting an appropriate discount rate.
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3. Significant accounting policies and accounting estimates (CONTINUED)
3.19.Impairment of Long-term Assets (continued)
3192.Impairment of Goodwill

The Group allocate the carrying amount of goodwill acquired in a business combination from the acquisition date on
a reasonable and consistent basis, to each of the related cash-generating units, or groups of related cash-generating
units if the former is difficult. When testing cash-generating units or groups of units with goodwill for impairment,
and there are indications of impairment of the units or groups of units related to goodwill, the Group first tests
the units or groups of units excluding any goodwill for impairment, calculates the recoverable amounts, compares
them with the carrying amounts, and recognizes impairment losses correspondingly; Then the Group tests the units
or groups of units containing the goodwill allocated for impairment, compares the recoverable amounts with the
carrying amounts, if the recoverable amount is less than the carrying amount, the amount of impairment loss is first
allocated to reduce the carrying amount of any goodwill allocated to the unit (group of units), and then to reduce
the carrying amount of other assets of the unit (group of units) pro rata, base on their respective carrying amount
excluding any goodwill.

Once recognized, the impairment losses of the assets mentioned above are not reversed in subsequent accounting
periods.

3.20.Long-term deferred expenses

The Group's long-term deferred expenses include fit-out expenses and other expenses that have been paid by the Group
but should be amortized over a period of more than one year in the current and subsequent periods. These expenses are
amortized on a straight-line basis over their benefit periods. If a long-term deferred expense item does not benefit future
accounting periods, the unamortized residual value of that item is fully transferred to the current period’s profit or loss.

Serial Amortization
Number Category Period (Years) Basis
1 Fit-out Expenses 3 Expected benefit period

3.21.Employee benefits

The Group’s employee benefits comprises short-term employee benefits, post-employment benefits, termination
benefits, and other long-term employee benefits.

Short-term employee benefits: Primarily include employee salaries, bonuses, etc. During the accounting period in which
employees render services, the actual short-term employee benefits incurred are recognized as liabilities and included in
the current period’s profit or loss or costs of related assets based on the beneficiaries.

Post-employment benefits: Primarily include basic pension insurance, unemployment insurance, enterprise annuities
and so on. Based on the risks and obligations borne by the Group, these are classified as defined contribution plans.
For defined contribution plans, contributions made to separate entities in exchange for services provided by employees
during the accounting period are recognized as liabilities on the balance sheet date and included in the current period'’s
profit or loss or costs of related assets based on the beneficiaries.

Termination benefits arise from compensations provided to employees for the termination of employment relationships
before the expiration of employees’ labor contracts, or for encouraging employees to accept voluntary redundancy.
The liability for employee compensation arising from termination benefits is recognized on the date of termination of
employment relationships and recorded in profit or loss for the current period. Among them, compensation payments to
be made beyond one year are discounted at an appropriate discount rate and recognized in profit or loss for the current
period.
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3.

Significant accounting policies and accounting estimates (CONTINUED)
3.22.Provisions

The Group recognizes provisions for contingencies such as external guarantees, discounting of commercial acceptance
drafts, pending litigation or arbitration, assurance-type warranties, etc., when the following conditions are met
simultaneously: the obligation is a present obligation of the Group; it is probable that to settle the obligation will result
in an outflow of economic benefits from the Group; and the amount of the obligation can be reliably estimated.

Provisions are initially measured at the best estimate of the expenditure required to settle the present obligation, taking
into account factors such as risks, uncertainties, and the time value of money associated with the contingencies. The

Group reviews the current best estimate and adjusts the carrying amount of provisions at each balance sheet date.

Provisions expected to be settled within one year from the balance sheet date are presented as current liabilities.

3.23.Share-based payment

Equity-settled share-based payment arrangements in exchange for services provided by employees are measured at the
fair value of the equity instruments granted to employees at the grant date. If the rights vest immediately after grant,
the fair value of the equity instruments is recognized as related costs or expenses at the grant date, with a corresponding
increase in capital reserves. If the rights vest only upon completion of service during the vesting period or satisfaction of
prescribed performance conditions, the services received in the current period are recognized as related costs or expenses
and capital reserves at each balance sheet date during the vesting period, based on the best estimate of the number of
equity instruments expected to vest and at the fair value of the equity instruments at the grant date. If the terms of an
equity-settled share-based payment are modified, the services received are recognized at a minimum in accordance with
the original unmodified terms. In addition, modifications that increase the fair value of the granted equity instruments, or
changes that are favorable to employees at the modification date, are recognized as an increase in the services received.

If an equity-settled share-based payment is cancelled, it is treated as an acceleration of vesting at the cancellation date,
and the unrecognised amount is recognised immediately. Where employees or other parties have the choice to satisfy
non-vesting conditions but fail to do so during the vesting period, this is treated as a cancellation of the equity-settled
share-based payment. However, if new equity instruments are granted and identified at their grant date as replacing
the cancelled equity instruments, the replacement equity instruments are accounted for in the same manner as a
modification to the terms and conditions of the original equity instruments.

Cash-settled share-based payments are measured at the fair value of the liabilities incurred by the Group that are
determined based on shares or other equity instruments. If the rights vest immediately upon grant, the fair value of
the liabilities undertaken is recognized as related costs or expenses at the grant date, with a corresponding increase
in liabilities. If the rights vest only upon completion of service during the vesting period or satisfaction of prescribed
performance conditions, the services received in the current period are recognized as costs or expenses at each balance
sheet date during the vesting period, based on the best estimate of the vesting status and at the fair value of the liabilities
undertaken by the Group, with a corresponding adjustment to liabilities. At each balance sheet date prior to settlement
of the relevant liabilities and on the settlement date, the fair value of the liabilities is remeasured, and changes therein
are recognized in profit or loss for the current period.
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3. Significant accounting policies and accounting estimates (CONTINUED)
3.24.Revenue recognition, its principles and measurement methods
3.24.1. General principles

The Group recognizes revenue when it satisfies a performance obligations, that is, when (or as) the customer obtains
control of the related goods or services (ie assets). Control of assets refers to the ability to direct the use of, and
obtain substantially all of the remaining benefits from, the assets.

A performance obligation is a promise in a contract to transfer to a customer distinct goods or services. A
performance obligation is satisfied over time if one of the following criteria is met; otherwise, it is satisfied at a point
in time: (a) the customer simultaneously receives and consumes the economic benefits provided by the Group’s
performance as the Group performs; (b) the customer controls the asset created or enhanced by the Group's
performance; (c) the Group’s performance does not create an asset with an alternative use to the Group, and the
Group has an enforceable right to payment for performance completed to date throughout the contract term.

For performance obligations satisfied over time, revenue is recognized over time based on the progress of
performance. When the progress of performance cannot be reasonably determined, revenue is recognized only
to the extent of the costs incurred that are expected to be recoverable, until such progress can be reasonably
determined.

For performance obligations satisfied at a point in time, revenue is recognized when the customer obtains control
of the related goods. In determining whether control has transferred, the Group considers the following indicators:
(a) the Group has a present right to payment for the asset; (b) the Group has transferred legal title to the asset
to the customer; (c) the Group has transferred physical possession of the asset to the customer; (d) the Group
has transferred the significant risks and rewards of ownership of the asset to the customer; (e) the customer has
accepted the asset; (f) other indicators that the customer has obtained control of the asset.

For contracts containing two or more performance obligations, the Group allocates the transaction price to each
performance obligation on the basis of the relative standalone selling prices of the promised goods or services
at contract inception. Revenue is measured based on the amount of the transaction price allocated to each
performance obligation.

The transaction price is the amount of consideration to which the Group expects to be entitled in exchange for
transferring promised goods or services to a customer, excluding amounts collected on behalf of third parties and
amounts expected to be refunded to customers. In determining the transaction price, the Group considers the
effects of variable consideration, significant financing components in the contract, and other relevant factors.

For contracts with variable consideration, the Group estimates the variable consideration using either the expected
value method or the most likely amount method. The transaction price including variable consideration is
constrained to the amount for which it is highly probable that a significant reversal in the cumulative amount of
revenue recognized will not occur when the uncertainty associated with the variable consideration is subsequently
resolved. At each balance sheet date, the Group updates its estimate of the variable consideration included in the
transaction price.
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3. Significant accounting policies and accounting estimates (CONTINUED)
3.24.Revenue recognition, its principles and measurement methods
3.24.1. General principles(continued)

For contracts containing a significant financing component, the transaction price is determined based on the cash
selling price of the goods at the date control is transferred to the customer. The difference between this transaction
price and the promised consideration is amortized over the contract period using the effective interest method,
based on a discount rate that reflects the rate at which the nominal consideration is discounted to the cash selling
price. At contract inception, the Group does not adjust the promised amount of consideration for the effects of a
significant financing component if the period between the transfer of control and payment is expected to be one
year or less.

The Group determines whether it is acting as a principal or an agent in a transaction based on whether it controls
the promised goods or services before they are transferred to the customer. If the Group controls the goods or
services before transfer, it acts as a principal and recognizes revenue at the gross amount of consideration received
or receivable. Otherwise, the Group acts as an agent and recognizes revenue at the net amount of the fee or
commission expected to be retained, which is the gross consideration less any amounts payable to other parties, or
at a fixed fee or rate.

For sales with a right of return, the Group recognizes revenue at the amount of consideration to which it expects
to be entitled upon transfer of control of goods to customers, and recognizes a provision for refund liabilities
for the expected refunds to customers. Concurrently, the Group recognizes an asset (right to returned goods) at
the carrying amount of the goods expected to be returned, less expected recovery costs (including any potential
impairment of returned goods).Cost of sales is recognized at the carrying amount of the transferred goods less the
carrying amount of the right to returned goods. At each balance sheet date, the Group reassesses expected future
sales returns and remeasures the related asset and liability accordingly.

3242 Specific methods

The Group's operating income mainly consists of property management service income, Value-added services to
non-property owners income and community value-added service income.

(1) Property Management Service

The Group recognizes revenue based on fixed amounts charged for services provided on an annual, quarterly
or monthly basis, measured at the amounts to which the Group has the right to invoice and which correspond
directly to the value of performance completed.

For property management service income derived from property managed under a fixed-fee package
arrangement, the Group acts as the principal responsible for providing property management services to
property owners. The Group recognizes fees received or receivable from property owners as revenue, and
recognizes all related property management costs as its service costs.
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Significant accounting policies and accounting estimates (CONTINUED)
3.24.Revenue recognition, its principles and measurement methods

3.24.2 Specific methods(continued)
(2) Value-added services to non-property owners

Value-added services to non-property owners mainly includes preliminary property management services,
design services, landscaping services, pre-delivery services and other customized services such as maintenance
services and property transaction assistance services. The Group agrees the price for each service with its
customers.

For Value-added services to non-property owners other than landscaping services, the Group recognizes
revenue at a point in time when the relevant services are rendered. For landscaping services, the Group
recognizes revenue over the contract period by reference to the progress towards complete satisfaction of the
performance obligation. Such progress reflects the amount of consideration to which the Group expects to be
entitled and is measured mainly by reference to the proportion of contract costs incurred to date relative to the
total estimated contract costs for each contract, or the actual proportion of work completed under the contract,
depending on the nature of the contract.

(3) Community value-added services

For community value-added services mainly relating to services to property owners and residents of our
managed properties, which includes community space and resource management services, parking space
management services, utility management services and community living services, such as customized waste
cleaning and housekeeping services, revenue is recognised when the related community value-added services
are rendered. Payment of the transaction is due immediately when the community value-added services are
rendered to the customer.

3.25.Government grants

Government grants are recognized when the conditions attached to them will be complied with and the grants will be
received. If the government grant is in the form of monetary assets, it is measured at the actual amount received. Grants
disbursed at fixed quota, or those with conclusive evidence that the related conditions stipulated in the fiscal support
policy are met and the fiscal assistance funds are expected to be received at the end of the year, are measured at the
amount receivable; Government grant that takes the form of non-monetary assets, is measured at its fair value, if the fair
value cannot be obtained reliably, it shall be measured at its nominal amount (1 yuan).

Grants related to assets refer to government grants obtained by the Group to purchase, construct or otherwise acquire
long-term assets; Grants related to income are government grants other than those related to assets.. If the government
document does not specify the object of the grant, the Group will make a judgment based on the above-mentioned
principles of distinction. If it is difficult to distinguish, it will be classified as grants related to income as a whole.

Government grants related to assets are recognized as deferred income that is included in profit or loss on a reasonable
and systematic basis over the useful life of the related assets in stages. If the related assets are sold, transferred, scrapped
or damaged before the end of their useful life, the unallocated balance of related deferred income will be transferred to
the profit or loss for the period in which the assets are disposed of.

109
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3.

Significant accounting policies and accounting estimates (CONTINUED)
3.25.Government grants (continued)

Government grants related to income are recognized as deferred income if they are intended to compensate for related
costs, expenses or losses in future periods, and are recognized in profit or loss in the periods when the related costs,
expenses or losses are recognized. If such grants are intended to compensate for related costs, expenses or losses that
have already been incurred, they are recognized directly in profit or loss. Government grants associated with ordinary
activities are recognized in other income or used to offset the related costs and expenses in accordance with the
substance of the transactions. Government grants not associated with ordinary activities are recognized in non-operating
income or expenses.

3.26.Deferred tax assets and deferred tax liabilities

The Group's deferred tax assets and deferred tax liabilities are calculated and recognized based on the temporary
differences arising from the differences between the tax bases of assets or liabilities and their carrying amounts, as well
as the differences between the tax bases of items that are not recognized as assets or liabilities but whose tax bases can
be determined in accordance with tax codes, and their carrying amounts.

The Group recognizes deferred tax liabilities for all taxable temporary differences, except for the following situations: (1)
temporary differences that arise from the initial recognition of goodwill or the initial recognition of assets or liabilities
in transactions which are not business combinations and affect neither accounting profit nor taxable profit (or net
operating loss/tax loss); (2) taxable temporary differences related to investments in subsidiaries, associates, and joint
ventures,where the Group can control the timing of the reversal of the temporary differences and it is probable that the
temporary differences will not reverse in the foreseeable future.

The Group recognizes deferred tax assets for deductible temporary differences, unused tax losses (net operating loss
carry for wards) and tax credits to the extent that it is probable future taxable profit will be available against which these
deductible temporary differences, unused tax losses and tax credits can be utilized, except for the following situations: (1)
temporary differences that arise from the initial recognition of assets or liabilities in transactions which are not business
combinations and affect neither accounting profit nor taxable profit (or net operating loss/tax loss); (2) the deductible
temporary differences related to investments in subsidiaries, associates, and joint ventures that cannot simultaneously
meet the following conditions: the temporary differences will reverse in the foreseeable future, and taxable profit will be
available against which the temporary difference can be utilised.

The Group recognizes deferred tax assets for all unused tax losses to the extent that there will be sufficient future taxable
profit available against which these unused tax losses can be utilized. The management uses significant judgment in
estimating the timing and amount of future taxable profit to be available, and combined with tax planning strategies, to
determine the amount of deferred tax assets to be recognized, thus there is uncertainty.

On the balance sheet date, the deferred tax assets and deferred tax liabilities are measured at the tax rates expected to
be applicable during the period when the assets are realised or the liabilities are settled.

When the following conditions are met simultaneously, the Group will present the net amount after offsetting the
deferred tax assets and deferred tax liabilities: The Group has a legally enforceable right to set off current tax assets
against current tax liabilities; The deferred tax assets and the deferred tax liabilities pertain to income taxes imposed by
the same taxation authority on either the same taxable entity, or different taxable entities that intend either to settle
current tax liabilities and assets on a net basis, or to realise the assets and settle the liabilities simultaneously, in each
future period in which significant amounts of deferred tax liabilities or assets are expected to be settled or recovered.
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3. Significant accounting policies and accounting estimates (CONTINUED)

3.2].Leases

321.1.1dentifying a lease

At inception of a contract, the Group assess whether the contract is, or contains, a lease. A contract is, or contains,
a lease if the contract conveys the right to control the use of an identified asset for a period of time in exchange for
consideration.

For a contract that is, or contains, a lease, the Group accounts for each lease component within the contract as a
lease separately from non-lease components of the contract. Each lease component is accounted for in accordance
with the lease accounting standards, while the non-lease components are accounted for in accordance with other
applicable accounting standards.

327.2. The Group as the lessee

M

Recognition of lease

Apart from short-term leases and leases for which the underlying asset is of low value, at the commencement
date, the Group recognizes a right-of-use asset and a lease liability for the lease.

The right-of-use asset represents the Group's right to use an underlying asset for the lease term as the lessee,
is initially measured at cost. The cost comprises: (a) the amount of the initial measurement of the lease liability;
(b) any lease payments made at or before the commencement date, less any lease incentives received; (c) any
initial direct costs incurred by the lessee; (d) an estimate of costs to be incurred by the lessee in dismantling
and removing the underlying asset, restoring the site on which it is located or restoring the underlying asset
to the condition required by the terms and conditions of the lease, unless those costs are incurred to produce
inventories. When the Group remeasures the lease liability according to the lease accounting standards, the
amount of the remeasurement of the lease liability is recognized as an adjustment to the right-of-use asset.

The Group applies the straight-line method to depreciate the right-of-use assets based on the pattern in which
the assets’ future economic benefits are expected to be consumed. If the Group is reasonably certain to obtain
the ownership of the underlying asset by the end of the lease term, it depreciates the right-of-use asset from
the commencement date to the end of the useful life of the underlying asset; Otherwise,, it depreciates the
right-of-use asset from the commencement date to the earlier of the end of the useful life of the asset or the
end of the lease term. The depreciation charge is included in the cost of other related assets or the current
period’s profit or loss, depending on the use of the right-of-use asset.

At the commencement date, the Group initially measures the lease liability at the present value of the lease
payments that are not paid at that date. The lease payments comprise: (a) fixed payments and in-substance
fixed payments, less any lease incentives receivable; (b) variable lease payments that depend on an index or a
rate; (c) the exercise price of a purchase option if the Group is reasonably certain to exercise that option; (d)
payments for terminating the lease, if the lease term reflects the Group exercising an option to terminate the
lease; (e) amounts expected to be payable by the Group under residual value guarantees.

When calculating the present value of the lease payments, the Group uses the interest rate implicit in the lease
as the discount rate. If that rate cannot be readily determined, the lessee’s incremental borrowing rate is used
as the discount rate. The Group calculates the interest on the lease liability in each period during the lease term
at a constant periodic rate, and includes them in profit or loss, except for those that should be capitalized.

After the commencement date, the Group measures the lease liability by: increasing the carrying amount to
reflect interest on the lease liability; reducing the carrying amount to reflect the lease payments made; and
remeasuring the carrying amount to reflect any reassessment, lease modifications, or revised in-substance
fixed lease payments, due to a change in the lease term, a change in the assessment or exercise of an option
to purchase the underlying asset or to extend/terminate the lease, a change in the amounts expected to be
payable under a residual value guarantee, a change in future lease payments resulting from a change in an
index or a rate used to determine those payments, etc.
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3.

Significant accounting policies and accounting estimates (CONTINUED)

3.2].Leases
321.2. The
(2)

3213. The

(Continued)
Group as the lessee (Continued)
Lease modifications

Lease modification refers to a change in the scope of a lease, the consideration for a lease, or the lease term,
which was not part of the original terms and conditions of the lease, including adding or terminating the right
to use one or more underlying assets, or extending or shortening the contractual lease term. The effective date
of the lease modification refers to the date when both parties agree to a lease modification.

The Group accounts for a lease modification as a separate lease if both: (a) the modification increases the
scope of the lease by adding the right to use one or more underlying assets, or extends the lease term; (b) the
consideration for the lease increases by an amount commensurate with the stand-alone price for the increase
in scope or the extension of lease term and any appropriate adjustments to that stand-alone price to reflect the
circumstances of the particular contract.

For a lease modification that is not accounted for as a separate lease, at the effective date of the lease
modification, the Group allocates the consideration in the modified contract and determines the lease term
of the modified lease in accordance with the lease accounting standards, then remeasures the lease liability
by discounting the revised lease payments using a revised discount rate. Regarding the effect of above-
mentioned adjustments to lease liabilities, the Group accounts for the remeasurement of the lease liability by:
(a) decreasing the carrying amount of the right-of-use asset to reflect the partial or full termination of the lease
for lease modifications that decrease the scope of the lease or shorten the lease term, the Group recognize in
profit or loss any gain or loss relating to the partial or full termination of the lease; (b) making a corresponding
adjustment to the right-of-use asset for all other lease modifications.

Short-term leases and Leases of low-value assets

For short-term lease that, at the commencement date, has a lease term of 12 months or less, and lease of low-
value asset for which the underlying asset is of low value when it is new, the Group elects not to recognize the
right-of-use asset and lease liability, the Group recognizes lease payments for short-term leases and low-value
asset leases in the cost of related assets or in profit or loss for the relevant periods during the lease term using
the straight-line method or another systematic and rational method.

Group as the lessor

The Group, as the lessor, classifies a lease as a finance lease if it transfers substantially all the risks and rewards
incidental to ownership of an underlying asset; and others as operating leases.

Finance leases

At the commencement date, the Group recognizes finance lease receivables under a finance lease and
derecognizes the underlying asset. The finance lease receivable is initially measured at an amount equal to the
net investment in the lease.

The net investment in the lease is the sum of the lease payments receivable by the Group under a finance lease;
and any unguaranteed residual value accruing to the Group, discounted at the interest rate implicit in the lease.
The Group recognizes finance income over the lease term, based on a pattern reflecting a constant periodic
rate of return on its net investment in the lease. The variable lease payments obtained by the Group that are
not included in the measurement of the net investment in the lease, are recognized in profit or loss when they
actually occur.
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Significant accounting policies and accounting estimates (CONTINUED)
3.27.Leases (Continued)

321.3. The Group as the lessor (Continued)
(2) Operating leases

During each period of the lease term, the Group recognizes lease payments from operating leases as income on
a straight-line basis.

The Group adds initial direct costs incurred in obtaining an operating lease to the carrying amount of the
underlying asset and recognizes those costs as an expense over the lease term on the same basis as the lease
income. The variable lease payments relating to operating leases, obtained by the Group, that are not included
in the lease payments, are recognized in profit or loss when they actually occur.

The Group accounts for a modification to an operating lease as a new lease from the effective date of the
modification, considering any prepaid or accrued lease payments relating to the original lease as part of the
lease payments for the new lease.

3.28.Fair value measurement

Fair value refers to the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date.

An asset or a liability measured or disclosed at its fair value in the financial statements, is categorized in its entirety in the
same level of the fair value hierarchy as the lowest level input that is significant to the entire measurement: Level 1 inputs
are quoted prices (unadjusted) in active markets for identical assets or liabilities, accessible at the measurement date;
Level 2 inputs are inputs other than quoted prices included within Level 1 that are observable for the asset or liability,
either directly or indirectly; Level 3 inputs are unobservable inputs for the asset or liability.

For financial instruments traded in an active market, their fair value is measured at the quoted price; For financial
instruments that are not traded in an active market, the Group uses valuation techniques to measure their fair value, with
the primary pricing model being the discounted cash flow model. Inputs to valuation techniques mainly include: the risk-
free interest rate, credit spread, and liquidity premium for debt instruments; valuation multiples and liquidity discount for
equity instruments.

The fair value measurement categorized within Level 3 of the fair value hierarchy is based on the pricing model of the
Group such as the discounted cash flow model. The Group also considers the initial transaction price, recent transactions
of identical or similar financial instruments, or arm’s length transactions (transactions by fully independent third parties)
of comparable financial instruments.

On each balance sheet date, the Group reassesses the assets and liabilities that are measured at fair value on a recurring
basis in the financial statements to determine whether there are any transfers between the levels of the fair value
hierarchy.

3.39.Changes in significant accounting policies and accounting estimates

329.1.Changes in significant accounting policies

There were no changes in accounting policies during the reporting period for the Group.

3.29.2. Changes in significant accounting estimates

There were no changes in accounting estimates during the reporting period for the Group.
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4. Taxes
4.1. Main taxes and tax rates

Categories of taxes Tax basis/type of income Tax rate

VAT General Tax Accounting Method: Calculate the output tax based 13%, 9%, 6%
on the revenue from the sale of goods, taxable labor, and
taxable services as stipulated by tax laws. After deducting the
input tax credits allowed for deduction in the current period,
the balance is the value-added tax payable.

Simplified Tax Accounting Method: Calculate the value-added tax 3%
based on the sales amount and the VAT collection rate without (Tax Levy Rate)
deducting input tax credits.

Urban maintenance and Amount paid of turnover taxes 7%, 5%

construction tax
Education surcharge Amount paid of turnover taxes 3%
Local education surcharge  Amount paid of turnover taxes 2%
Corporate income tax Taxable profit 5%, 15%, 25%
Property tax Original value of the property 1.2%
Rental income 12%

Explanation of income tax rates of different tax payers:

Name of taxpayer Income tax rate

Lushang Life Service Co., LTD 25%
Shandong Chengfa garden engineering Co., LTD 25%
Shandong Lushang Architectural design Co., LTD 15%
Shandong Licheng Shanlin Catering Management Co., LTD. 5%
Shandong Lushang Tang ‘an Property Co., LTD 5%

Da’antong (Shandong) Mechanical and Electrical Equipment Engineering Co., Ltd. 5%
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4. Taxes (CONTINUED)
4.2. Tax Incentives

42.1.

42.2.

423.

424.

“Announcement on VAT Reduction and Exemption Policies for Small-Scale VAT Payers” (Ministry of Finance and
State Taxation Administration Announcement No. 19 of 2023):To further support the development of small and
micro enterprises and individual industrial and commercial households, the relevant policies on extending VAT
reduction and exemption for small-scale taxpayers are hereby announced as follows: 1.VAT exemption shall be
granted to small-scale VAT taxpayers with monthly sales of not more than RMB100,000 (inclusive).2. For taxable
sales income of small-scale VAT taxpayers subject to the 3% levy rate, VAT shall be levied at a reduced levy rate of
1%; for prepaid VAT items subject to the 3% prepayment rate, VAT shall be prepaid at a reduced prepayment rate
of 1.3%. This Announcement shall be implemented until December 31, 2027.

"Announcement on Further Implementing Preferential Enterprise Income Tax Policies for Small and Micro Enterprises
Beijing International Web Portal “(Ministry of Finance and State Taxation Administration Announcement No. 13
of 2022): For small low-profit enterprises, the portion of annual taxable income exceeding RMB1 million but not
exceeding RMB3 million is included in taxable income at a reduced rate of 25%, and enterprise income tax is
paid at a tax rate of 20%.” Announcement on Preferential Income Tax Policies for Small and Micro Enterprises
and Individual Industrial and Commercial Households “(Ministry of Finance and State Taxation Administration
Announcement No. 6 of 2023): For small low-profit enterprises, the portion of annual taxable income not exceeding
RMB1 million is included in taxable income at a reduced rate of 25%, and enterprise income tax is paid at a tax
rate of 20%."” Announcement on Relevant Tax and Fee Policies to Further Support the Development of Small and
Micro Enterprises and Individual Industrial and Commercial Households “(Ministry of Finance and State Taxation
Administration Announcement No. 12 of 2023): The policy allowing small low-profit enterprises to calculate taxable
income at a reduced rate of 25% and pay enterprise income tax at a rate of 20% shall be extended until December
31, 2027. From January 1, 2023 to December 31, 2027, resource tax (excluding water resource tax), urban
maintenance and construction tax, property tax, urban land use tax, stamp duty (excluding stamp duty on securities
transactions), farmland occupation tax, education surcharge and local education surcharge shall be reduced by 50%
for small-scale VAT taxpayers, small low-profit enterprises and individual industrial and commercial households.

In accordance with Paragraph 2 of Article 28 of “Enterprise Income Tax Law of the People’s Republic of China”
and Article 93 of “Regulation for the Implementation of the Enterprise Income Tax Law of the People’s Republic
of China”, qualified high and new technology enterprises are subject to enterprise income tax at a reduced
tax rate of 15%.0n November 29, 2023, Shandong Lushang Architectural Design Co., Ltd., a subsidiary of the
Company, obtained the High and New Technology Enterprise Certificate numbered GR202337000785, issued by the
Department of Science and Technology of Shandong Province, the Department of Finance of Shandong Province and
the State Taxation Administration of Shandong Province. The certificate is valid for three years, and the subsidiary is
subject to enterprise income tax at a reduced rate of 15% for the years 2023 to 2026.

“Announcement on Further Improving the Policy of Pre-tax Super Deduction of Research and Development
Expenses” (Ministry of Finance and State Taxation Administration Announcement No. 7 of 2023): For R&D expenses
actually incurred by an enterprise in its R&D activities that are not capitalized as intangible assets and charged to
current profit or loss, on the basis of actual deduction in accordance with relevant regulations, an additional 100%
of the actual incurred amount shall be deducted before tax as of January 1, 2023. For those that form intangible
assets, the intangible assets shall be amortized before tax at 200% of their cost as of January 1, 2023.
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5. Notes to items in the consolidated financial statements

The following amounts are in Renminbi Yuan unless otherwise specified, The end of the period refers to December 31, 2025,
the beginning refers to January 1, 2025, “the current period” refers to the year ended December 31, 2025, “the previous
period” refers to the year ended December 31, 2024.

5.1. Cash and bank

Item Ending balance Opening balance
Cash on hand 2,200.00 4,015.10
Bank deposit 109,012,978.48 117,786,909.68
Money deposited with the finance company 309,067,845.22 307,380,783.75
Other Monetary Funds 2,522,732.65 1,386,711.81
Total 420,605,756.35 426,558,420.34

The Group's restricted cash and cash equivalents as at the end of the reporting period are as follows:

Item Ending balance Opening balance
Guarantee deposit 1,480,003.19

Unexpired interest receivable 1,042,729.46 1,386,711.81
Total 2,522,732.65 1,386,711.81

5.2. Notes receivable

5.2.1. Classification of notes receivable

Item Ending balance Opening balance
Bank acceptance drafts 551,773.41
Commercial acceptance drafts 25,048,137.23 46,441,738.61

Total 25,599,910.64 46,441,738.61
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5. Notes to items in the consolidated financial statements (CONTINUED)
5.2. Notes receivable (Continued)
5.2.2. Disclosure by the method of provision for bad debts

Ending balance
Book balance Provision for bad debts

Proportion Provisioning
Amount (%) Amount ratio (%) Book value

Provision for bad debts on
an individual basis
Provision for bad debts on
a collective basis 25,790,502.73 100.00 190,592.09 0.74  25,599,910.64
Including: Listed Bank Acceptance
Drafts Portfolio

Related party portfolio 22,771,523.30 88.29 43,265.89 0.19  22,728,257.41
Aging portfolio 3,018,979.43 11.71 147,326.20 4.88 2,871,653.23
Total 25,790,502.73 100.00 190,592.09 0.74  25,599,910.64

Opening balance
Book balance Provision for bad debts

Proportion Provisioning
Amount (%) Amount ratio (%) Book value

Provision for bad debts on
an individual basis
Provision for bad debts on
a collective basis 46,779,839.39 100.00 338,100.78 0.72 46,441,738.61
Including: Listed Bank Acceptance
Drafts Portfolio
Related party portfolio 40,274,536.11 86.09 120,823.65 0.30 40,153,712.46
Aging portfolio 6,505,303.28 13.91 217,277.13 3.34 6,288,026.15

Total 46,779,839.39 100.00 338,100.78 0.72  46,441,738.61
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5. Notes to items in the consolidated financial statements (CONTINUED)
5.2. Notes receivable (Continued)
5.2.2. Disclosure by the method of provision for bad debts (Continued)
(1) Notes receivable with bad debt provision based on grouping of credit risk characteristics

Related party portfolio

Ending balance

Provision for Provisioning

Book balance bad debts ratio (%)

Within 1 year 22,771,523.30 43,265.89 0.19
Total 22,771,523.30 43,265.89 —

Aging portfolio

Ending balance

Provision for Provisioning

Book balance bad debts ratio (%)

Within 1 year 3,018,979.43 147,326.20 4.88
Total 3,018,979.43 147,326.20 —

5.2.3. Provision for bad debts on notes receivable accrued, recovered or reversed during the period

Changes during the period

Opening Recover Transfer Other Ending
balance Accrue or Reverse  or Write off changes balance

Bank Acceptance Drafts Portfolio
Related party portfolio 120,823.65 -33,614.14 — — 43,943.62 43,265.89
Aging portfolio 217,277.13 4,649.07 - 74,600.00 147,326.20

Total 338,100.78 -28,965.07 —

118,543.62 190,592.09

Note: Other changes represent amounts transferred due to loss of control resulting from capital increase by subsidiaries, as detailed
in note “7.Changes in scope of consolidation”.

5.2.4. Notes receivable pledged at the end of the year

None.
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5. Notes to items in the consolidated financial statements (CONTINUED)

5.2. Notes receivable (Continued)

5.2.5. Notes receivable endorsed or discounted at the end of the period and not yet due at the balance sheet

date

Bank acceptance drafts
Commercial acceptance drafts

The amount The amount not
derecognized at derecognized at

the end of
the period

the end of
the period

2,869,989.91

Total

2,869,989.91

5.2.6. Notes receivable actually written off during the year

None.

5.2.7. The aging analysis of notes receivable

The Group's notes receivable at the end of the period are aged within 180 days.

5.3. Accounts receivable

5.3.1. The aging analysis of accounts receivable based on transaction dates is as follows:

Aging

Within 1 year
1-2 years

2-3 years
Over 3 years

Ending balance Opening balance

152,887,281.46 181,445,322.17

56,546,620.72
29,356,889.05
32,055,325.26

63,133,604.85
48,509,746.68
12,952,663.67

Subtotal
Less: Provision for bad debts

270,846,116.49 306,041,337.37

48,901,220.66

29,676,596.38

Total

221,944,895.83 276,364,740.99

5.3.2. Disclosure by the method of provision for bad debts

Book balance

Proportion
Amount (%)

Provision for bad debts on
an individual basis - —
Provision for bad debts on

Ending balance
Provision for bad debts
Provisioning
Amount ratio (%)

Book value

Amount

a collective basis 270,846,116.49 100.00  48,901,220.66 18.05  221,944,895.83
Including: Aging portfolio 177,154,345.20 65.41 43,293,694.70 2444 133,860,650.50
Related party portfolio 93,691,771.29 34.59 5,607,525.96 5.99 88,084,245.33

Total 270,846,116.49 100.00  48,901,220.66 18.05  221,944,895.83

119



1 20 Lushang Life Services Co., Ltd. I Annual Report 2025

NOTES TO THE FINANCIAL STATEMENT

(Expressed in RMB unless otherwise indicated)

5. Notes to items in the consolidated financial statements (CONTINUED)

5.3. Accounts receivable (Continued)

5.3.2. Disclosure by the method of provision for bad debts (Continued)

Book balance

Proportion
Amount (%)

Provision for bad debts on
an individual basis
Provision for bad debts on

Opening balance

Provision for bad debts
Provisioning

Amount

ratio (%)

Book value

Amount

a collective basis 306,041,337.37 100.00 29,676,596.38 9.70  276,364,740.99
Including: Aging portfolio 173,145,812.24 56.58 27,406,152.80 15.83  145,739,659.44
Related party portfolio 132,895,525.13 43.42 2,270,443.58 171 130,625,081.55

Total 306,041,337.37 100.00 29,676,596.38 9.70  276,364,740.99

(1) Accounts receivable for which bad debt provisions are made on a portfolio basis

Aging portfolio

Book balance

Ending balance

Provision for
bad debts

Provisioning
ratio (%)

Within 1 year 90,936,539.31
1-2 years 35,456,142.90
2-3 years 23,983,601.54

Over 3 years 26,778,061.45

4,437,703.12
5,173,051.25
6,904,878.88
26,778,061.45

4.88
14.59
28.79

100.00

Total 177,154,345.20

43,293,694.70

Related party portfolio

Book balance

Ending balance

Provision for
bad debts

Provisioning

Within 1 year 61,950,742.15
1-2 years 21,090,477.82
2-3 years 5,373,287.51

Over 3 years 5,277,263.81

117,706.42
124,433.82
88,121.91
5,277,263.81

ratio (%)

0.19
0.59
1.64
100.00

Total 93,691,771.29

5,607,525.96
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5. Notes to items in the consolidated financial statements (CONTINUED)

5.3. Accounts receivable (Continued)

5.3.3. Provision for bad debts on accounts receivable accrued, recovered or reversed during the period

Opening

balance

Provision for bad debts on
an individual basis —
Provision for bad debts on

Changes during the period

Accrue

Other changes

Ending
balance

a collective basis 29,676,596.38 20,528,710.07 1,304,085.79 48,901,220.66
Including: Aging portfolio 27,406,152.80 17,092,205.98 1,204,664.08 43,293,694.70
Related party portfolio 2,270,443.58 3,436,504.09 99,421.71 5,607,525.96

Total 29,676,596.38 20,528,710.07 1,304,085.79 48,901,220.66

Note: Other changes represent amounts transferred due to loss of control resulting from capital increase by subsidiaries, as detailed

in note “7.Changes in scope of consolidation”.

5.3.4. Notes receivable actually written off during the year

None.

5.3.5. The situation of the top five accounts receivable and contract assets at the end of the period, aggregated
by the debtor.

Balance of Proportion of

Balance of accounts the total The total of

accounts Balance of receivable and ending provisions for

receivable contract assets contract assets balance (%) bad debts

Haerbin Lushang Real Estate Co., LTD. 17,722,215.72 5,158,390.39 22,880,606.11 7.79 49,010.68
Zibo Boshan District Municipal, Garden and

Environmental Sanitation Service Center 12,840,492.09 12,840,492.09 437 1,126,051.77

Heze Lushang Real Estate Co., LTD 11,641,752.63 150,675.00 11,792,427.63 4.01 46,258.34
Jinan Licheng District people’s government

Tangye sub-district office 8,409,346.22 — 8,409,346.22 2.86 662,457.75

Shandong Institute of Commerce and Technology ~ 7,407.141.95 - 7,407.141.95 2.52 21,349.26

Total 58,020,948.61 5,309,065.39 63,330,014.00 21.55 1,905,127.80
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5. Notes to items in the consolidated financial statements (CONTINUED)
5.4. Prepayments
5.4.1. Disclosure by aging

Ending balance Opening balance
Amount Proportion (%) Amount Proportion (%)
Within 1 year 2,216,454.81 92.31 2,659,546.89 85.09
1-2 year 11,234.88 0.47 466,137.16 14.91
2-3 years 173,368.17 7.22 — —
Total 2,401,057.86 100.00 3,125,684.05 100.00

5.4.2. The situation of the top five prepayments at the end of the period, aggregated by the payee

Proportion of

the total ending
Ending balance balance (%)

State Grid Shandong Electric Power Company Jinan

power supply company 341,409.09 14.22
State Grid Shandong Electric Power Company Linyi

power supply company 308,692.43 12.86
Qilu Medical University 235,345.28 9.80
Shandong Juntong Property Management Co., LTD. 173,368.17 7.22
Wucheng Guangtong Gas Station 130,971.00 5.45
Total 1,189,785.97 49.55

5.5. Other receivables

Item Ending balance Opening balance
Other receivables 9,598,906.10 3,332,573.58
Total 9,598,906.10 3,332,573.58

5.5.1. Disclosure by nature

Nature Ending balance Opening balance
Security deposit, deposit 2,561,033.60 1,221,965.00
Advanced social security and housing fund 197,303.10 175,825.72
Payments for projects 847,028.96 847,028.96
Related party transactions 1,094,303.86 872,299.73
POS in-transit funds, etc. 2,750,620.62 383,576.00
Residential maintenance fund 2,729,246.42 298,514.00
Others 101,248.54 121,025.55
Subtotal 10,280,785.10 3,920,234.96
Less: Provision for bad debts 681,879.00 587,661.38

Total 9,598,906.10 3,332,573.58
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5. Notes to items in the consolidated financial statements (CONTINUED)

5.5. Other receivables (Continued)
5.5.2. Disclosure by aging

Aging

Within 1 year
1-2 years

2-3 years
Over 3 years

Ending balance Opening balance
7,635,492.98
1,473,038.21

71,251.53
1,101,002.38

2,414,612.96
174,738.49
290,042.47
1,040,841.04

Subtotal
Less: Provision for bad debts

10,280,785.10
681,879.00

3,920,234.96
587,661.38

Total

9,598,906.10 3,332,573.58

5.5.3. Disclosure by the method of provision for bad debts

Provision for bad debts on

Book balance

Amount

Proportion
(%)

Ending balance
Provision for bad debts
Provisioning
ratio (%)

Amount Book value

an individual basis 177,303.91 1.72 177,303.91 100.00 —
Provision for bad debts on

a collective basis 10,103,481.19 98.28 504,575.09 4.99 9,598,906.10

Including: Related party portfolio 1,094,303.86 10.65 34,224.33 3.13 1,060,079.53

Low risk portfolio 8,071,917.89 78.51 8,071,917.89

Aging portfolio 937,259.44 9.12 470,350.76 50.18 466,908.68

Total 10,280,785.10 100.00 681,879.00 6.63 9,598,906.10

Provision for bad debts on

Book balance

Amount

Proportion
(%)

Opening balance
Provision for bad debts
Provisioning
ratio (%)

Amount Book value

an individual basis 177,303.91 4.52 177,303.91 100.00 —
Provision for bad debts on

a collective basis 3,742,931.05 95.48 410,357.47 10.96 3,332,573.58

Including: Related party portfolio 872,299.73 22.25 7,839.47 0.90 864,460.26

Low risk portfolio 2,419,781.32 61.73 2,419,781.32

Aging portfolio 450,850.00 11.50 402,518.00 89.28 48,332.00

Total 3,920,234.96 100.00 587,661.38 14.99 3,332,573.58
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5. Notes to items in the consolidated financial statements (CONTINUED)
5.5. Other receivables (Continued)
5.5.3. Disclosure by the method of provision for bad debts

(1) Other receivables for which bad debt provision is made on an individual basis

Ending balance

Provision for Provisioning

Book balance bad debts ratio (%)  Reason for provision
Owner maintenance fee 3,750.00 3,750.00 100.00  Recovery risk is expected
Jinan Red police safety technical
service Co., LTD 2,000.00 2,000.00 100.00  Recovery risk is expected
Others 171,553.91 171,553.91 100.00  Recovery risk is expected
Total 177,303.91 177,303.91 100.00 —

(2) Other receivables with bad debt provision based on grouping of credit risk characteristics

Related party portfolio

Ending balance

Provision for Provisioning

Book balance bad debts ratio (%)

Within 1 year 671,444.86 1,275.75 0.19
1-2 years 342,159.00 2,018.74 0.59
2-3 years 50,600.00 829.84 1.64
Over 3 years 30,100.00 30,100.00 100.00
Total 1,094,303.86 34,224.33 —

Low risk portfolio

Ending balance

Provision for Provisioning

Book balance bad debts ratio (%)

Within 1 year 6,873,817.64 — —
1-2 years 684,700.25 — —
2-3 years 17,500.00 — —
Over 3 years 495,900.00 = =

Total 8,071,917.89 = =
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5. Notes to items in the consolidated financial statements (CONTINUED)

5.5. Other receivables (Continued)
5.5.3. Disclosure by the method of provision for bad debts (Continued)

(2) Other receivables with bad debt provision based on grouping of credit risk characteristics (Continued)

Aging portfolio

Ending balance

Provision for

Provisioning

Book balance bad debts ratio (%)
Within 1 year 90,230.48 4,403.25 4.88
1-2 years 446,178.96 65,097.51 14.59
2-3 years — — —
Over 3 years 400,850.00 400,850.00 100.00
Total 937,259.44 470,350.76 —

(3) Provision for bad debts of other receivables in ECL general approach

Stage 1 Stage 2
Lifetime
Expected credit expected

losses over credit losses
the next (no credit
Provision for bad debts 12 months impairment)

Opening balance 9,507.47 —
Opening balance in the

current period — —
- Transfer into stage 2 — —
- Transfer into stage 3 — —
- Reverse into stage 2 — —
- Reverse into stage 1 —
Accrue in the period 94,506.85 —
Reverse in the period — —
Transfer in the period — —
Write-off in the period — —
Other changes 289.23 —
Ending balance 103,725.09 —

Stage 3

Lifetime
expected

credit losses
(credit-impaired)

578,153.91

578,153.91

587,661.38

94,506.85

289.23
681,879.00
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5. Notes to items in the consolidated financial statements (CONTINUED)
5.5. Other receivables (Continued)

5.5.4. Provision for bad debts on other receivables accrued, recovered or reversed during the period

Changes during the period

Opening Recover Transfer or Other Ending
balance Accrue or Reverse Write off changes balance

Provision for bad debts on

an individual basis 177,303.91 — — - 177,303.91
Provision for bad debts on

a collective basis 410,357.47 94,506.85 — _— 289.23 504,575.09

Including: Related party portfolio 7,839.47 26,674.09 — — 289.23 34,224.33

Low risk portfolio — — — — — —

Aging portfolio 402,518.00 67,832.76 - — — 470,350.76

Total 587,661.38 94,506.85 — — 289.23 681,879.00

5.5.5. Other receivables actually written off in the current period

None.

5.5.6. The situation of the top five other receivables at the end of the period, aggregated by the debtor

Proportion
of total other
Ending receivables Provision for
balance (%) bad debts
Jinan Public Security Public Maintenance Fund 2,729,246.42  Within 1 year, 26.55 —
Housing Service Center 1-2 years
Etong-linfu Payment Co., LTD. ~ POS In-Transit Funds 2,612,733.30  Within 1 year 25.42 —
Guangzhou Ehui Trading Security Deposit 500,000.00  Within 1 year 4.86 —
Co., LTD.
Zhangdian District Youdongxi  Security Deposit 500,000.00  Within 1 year 4.86 -
Imaging Studio
Zibo Zhigeng Culture Media Security Deposit 500,000.00  Within 1 year 4.86 —
Co., LTD.

Total — 6,841,979.72 — 66.55 —
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5.6. Inventory

5.6.1. Classification of Inventories

Ending balance Opening balance
Inventory Book Inventory
reserve balance reserve
Raw materials 2,366,730.76 — 2,366,730.76  1,771,393.69 — 1,771,393.69
Stock goods 4,665,764.03 435,314.30  4,230,449.73  5,341,598.58 — 5,341,598.58
Turnover materials 57,700.00 — 57,700.00 — — —
Total 7,090,194.79 43531430  6,654,880.49  7,112,992.27 —  7,112,992.27

5.6.2. Provision for inventory write-down and provision for impairment of contract performance costs

Increase for the year Decrease for the year
Opening Reversal or Ending
balance Accrue Other write-off Other balance
Stock goods — 435,314.30 — — — 435,314.30
Total — 435,314.30 — — — 435,314.30

5.7. Contract Assets
5.7.1. Contract Assets

Ending balance Opening balance
Provision for Provision for
Book balance bad debts Book value  Book halance bad debts Book value
Landscape greening project — - —  37,450,053.23 162,143.81  37,287,909.42
Design service 9,858,393.82 — 9,858,393.82 6,748,998.07 2,213.28 6,746,784.79
Hardcover engineering 13,120,517.04 123,832.77  12,996,684.27  17,809,616.71 87,936.88  17,721,679.83
Total 22,978,910.86 123,832.77  22,855,078.09  62,008,668.01 252,29397  61,756,374.04

5.7.2. Material changes in carrying amount during the year and the reasons therefor

The carrying amount of landscape and greening projects materially changed during the year, mainly due to the loss
of control over the subsidiary Chengfa Garden as a result of capital increase. For details, refer to Note “7.Changes
in the Scope of Consolidation”.
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5. Notes to items in the consolidated financial statements (CONTINUED)

5.7. Contract Assets (Continued)
5.7.3. Disclosure by the method of provision for bad debts

Ending balance
Book balance Provision for bad debts

Proportion Provisioning
Amount (%) Amount ratio (%) Book value

Provision for bad debts on
an individual basis
Provision for bad debts on

a collective basis 22,978,910.86 100.00 123,832.77 0.54  22,855,078.09
Including: Related party portfolio 15,463,326.60 67.29 23,575.69 0.15  15,439,750.91
Third party projects 7,515,584.26 32.71 100,257.08 1.33 7,415,327.18

Total 22,978,910.86 100.00 123,832.77 0.54  22,855,078.09

Opening balance
Book balance Provision for bad debts

Proportion Provisioning
Amount (%) Amount ratio (%) Book value

Provision for bad debts on
an individual basis
Provision for bad debts on

a collective basis 62,008,668.01 100.00 252,293.97 041 61,756,374.04
Including: Related party portfolio 50,477,743.03 81.40 159,818.30 032 50,317,924.73
Third party projects 11,530,924.98 18.60 92,475.67 0.80  11,438,449.31

Total 62,008,668.01 100.00 252,293.97 041  61,756,374.04

5.7.4. Provision for bad debts on contract assets accrued, recovered or reversed during the period

Opening Recover Other Ending
Item balance Accrue or Reverse changes balance
Related party portfolio 159,818.30 -47,242.72 — 88,999.89 23,575.69
Third party projects 92,475.67 7,781.41 — 100,257.08
Total 252,293.97 -39,461.31 — 88,999.89 123,832.77

5.7.5. Contract Assets actually written off during the year

None.
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5. Notes to items in the consolidated financial statements (CONTINUED)
5.8. Other current assets

Item Ending balance Opening balance
Value-added tax credit carryover — 497,049.22
Prepaid other taxes and fees 1,105.21 106,174.65
Total 1,105.21 603,223.87

5.9. Long-term Equity Investments

5.9.1. Information on Long-term Equity Investments

(Changes during the Year
Investment

Beginning Income(Loss) Other Declared Ending

Balance of Recogised ~ Comprehensive Other Cash  Impairment Balance of

Beginning Impaiment  Additional Investment  under Equity Income Changes Dividends Provision Ending  Impairment

Investee Units Balance Provision ~ Investment Reduction Method  Adjustments in Equity orProfit  Recognised Others Balance Provision
I Associated Enterprises
Shandong Chengfa garden

engineering Co, LTD - - - - 181955206 - - - - BI15556 369311076 -

Total - - - - 181955206 - - - - B01155556 369311076 -

Note: Other changes represent amounts transferred due to loss of control resulting from the capital increase by Chengfa Landscape,
a subsidiary, whereby the shareholding ratio decreased from 100% to 49%, and the investment cost was remeasured and
recognized at RMB35,111,555.56, as detailed in note “7.Changes in scope of consolidation”.
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5.10.Investment properties

5.10.1. Investment properties measured at cost

Houses and
Item buildings Total

I. Original cost
1. Opening balance 41,559,059.31 41,559,059.31
2. The increase in the current period — —
(1) Purchase — —
3. The amount reduced in the current period — —
4. Ending balance 41,559,059.31 41,559,059.31

Il. Accumulated depreciation

1. Opening balance 1,784,189.52 1,784,189.52
2. The increase in the current period 1,849,237.92 1,849,237.92

(1) Provision or amortization 1,849,237.92 1,849,237.92
3. The amount reduced in the current period — —
4. Ending balance 3,633,427.44 3,633,427.44

1Il. Accumulated Impairment Losses

IV.Book value
1. Book value at the end of the period 37,925,631.87 37,925,631.87
2. Book value at the beginning of the period 39,774,869.79 39,774,869.79

5.10.2. Investment properties for which the property rights certificate has not been completed

Reasons for not having

completed the property
Book value rights certificate

Jinan Inzone Jingdu civil air defense 28,914,897.02  Civil air defense parking spaces cannot
parking spaces be registered with property rights
Dongying City Square parking spaces 1,924,062.22  Civil air defense parking spaces cannot

be registered with property rights

Total 30,838,959.24
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5.11.Fixed assets

Item

Fixed assets
Fixed assets in liquidation

Ending balance

48,297,578.99

Opening balance

48,738,575.11

Total

48,297,578.99

48,738,575.11

5.11.1. The situation of fixed assets

I Original cost

1.
2.

3.

4.

Opening balance

The increase in the current period

(1) Purchase

(2) Transfer from Construction in Progress
(3) Other Transfer

The amount reduced in the current period
(1) Dispose of or scrap

(2) Reduction in disposal of subsidiaries
(3) Other Reductions

Ending balance

Houses and

buildings

41,793,419.69

41,793,419.69

Transportation
equipment

15,309,998.92
1,951,998.22
1,951,998.22

348,487.83
175,797.56
172,690.27

16,913,509.31

Machinery and
other equipment

17,853,130.56
3,681,352.27
3,681,352.27

957,508.68
834,457.80
123,050.88

20,576,974.15

74,956,549.17
5,633,350.49
5,633,350.49

1,305,996.51
1,010,255.36
295,741.15

79,283,903.15

IIl.  Accumulated depreciation

1.
2.

3.

4.

Opening balance

The increase in the current period

(1) Accrue

(2) Other Transfer

The amount reduced in the current period
(1) Dispose of or scrap

(2) Reduction in disposal of subsidiaries
(3) Other Reductions

Ending balance

5,285,522.04
992,593.68
992,593.68

6,278,115.72

9,158,497.77
2,441,780.96
2,441,780.96
283,364.70
166,295.77
117,068.93

11,316,914.03

11,773,954.25
2,517,970.78
2,517,970.78
900,630.62
801,722.88
98,907.74

13,391,294.41

26,217,974.06
5,952,345.42
5,952,345.42
1,183,995.32
968,018.65
215,976.67

30,986,324.16

lll. Accumulated Impairment Losses

IV. Book value

1.
2.

Book value at the end of the period
Book value at the beginning of the period

35,515,303.97
36,507,897.65

5,596,595.28
6,151,501.15

7,185,679.74
6,079,176.31

48,297,578.99
48,738,575.11
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5. Notes to items in the consolidated financial statements (CONTINUED)

5.12.Right-of-use assets

Houses and
Item buildings Total
I. Original cost
1. Opening balance 3,908,271.10 3,908,271.10
2. The increase in the current period 760,651.08 760,651.08
(1) Leased assets 760,651.08 760,651.08
3. The amount reduced in the current period — —
4. Ending balance 4,668,922.18 4,668,922.18
Il. Accumulated depreciation
1. Opening balance 2,931,203.26 2,931,203.26
2. The increase in the current period 819,686.75 819,686.75
(1) Accrue 819,686.75 819,686.75
3. The amount reduced in the current period — —
4. Ending balance 3,750,890.01 3,750,890.01
Ill. Accumulated Impairment Losses
IV.Book value
1. Book value at the end of the period 918,032.17 918,032.17
2. Book value at the beginning of the period 977,067.84 977,067.84
5.13.Intangible assets
Item Software Trademarks Total
I. Original cost
1. Opening balance 3,716,250.42 3,716,250.42
2. The increase in the current period 953,055.39 24,268.87 977,324.26
(1) purchase 953,055.39 24,268.87 977,324.26
3. The amount reduced in the current period — —
4. Ending balance 4,669,305.81 24,268.87 4,693,574.68
Il. Accumulated amortization
1. Opening balance 3,060,669.92 3,060,669.92
2. The increase in the current period 623,911.18 808.96 624,720.14
(1) Accrue 623,911.18 808.96 624,720.14
3. The amount reduced in the current period — —
4. Ending balance 3,684,581.10 808.96 3,685,390.06
Ill. Accumulated Impairment Losses
IV.Book value
1. Book value at the end of the period 984,724.71 23,459.91 1,008,184.62
2. Book value at the beginning of the period 655,580.50 655,580.50
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5.14.Long-term deferred expenses

Increase in Amortization
Opening the current  in the current Other Ending
balance period period reduction balance
Fit-out cost 6,075,173.52 1,531,556.54 2,160,309.38 5,446,420.68
Total 6,075,173.52 1,531,556.54 2,160,309.38 5,446,420.68

5.15.Deferred Tax Assets and Deferred Tax Liabilities

5.15.1. Unoffset deferred tax assets

Ending balance

Opening balance

Deductible Deductible

temporary Deferred temporary Deferred

differences Tax Assets differences Tax Assets
Credit impairment loss 49,773,691.75 10,125,348.65 30,602,358.54 6,689,925.43
Asset impairment provision 559,147.07 127,403.50 252,293.97 54,058.47
Employee benefits payable — — 2,939,550.34 584,500.43
Lease liabilities 678,054.62 33,902.73 2,624,841.77 393,726.27
Total 51,010,893.44 10,286,654.88 36,419,044.62 7,722,210.60

5152. Unoffset deferred tax liabilities

Ending balance

Opening balance

Taxable Taxable
temporary Deferred temporary Deferred
differences Tax Liabilities differences Tax Liabilities
Right-of-use assets 918,032.17 65,442.98 977,067.84 146,560.18
Total 918,032.17 65,442.98 977,067.84 146,560.18

5.15.3. Deferred tax assets or liabilities presented net of offsets

Deferred Tax Assets

Offset Offset

amount of Ending amount of Opening
deferred tax balance of deferred tax balance of
assets and deferred tax assets and deferred tax
liabilities at assets or liabilities at assets or
the end of liabilities  the beginning liabilities
the period after offset of the period after offset
33,902.73  10,252,752.15 146,560.18 7,575,650.42
33,902.73 31,540.25 146,560.18 —

Deferred Tax Liabilities
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5.16.Assets with Restricted Ownership or Usage Rights

Ending balance

Item Book balance Book value Type of restriction Restrictions

Cash and bank 1,042,729.46 1,042,729.46  Unexpired interest Unexpired interest
receivable receivable

Cash and bank 1,480,003.19 1,480,003.19 Guarantee deposit Guarantee deposit

Total 2,522,732.65 2,522,732.65 — —

Opening balance

Item Book balance Book value Type of restriction Restrictions

Cash and bank 1,386,711.81 1,386,711.81  Unexpired interest Unexpired interest
receivable receivable

Total 1,386,711.81 1,386,711.81 — —

5.17.Short-term borrowings

Category of borrowings Ending balance Opening balance

Credit borrowings 8,006,888.89 8,008,317.81

Total 8,006,888.89 8,008,317.81

5.18.Accounts payable
5.18.1. Accounts payable

Item Ending balance Opening balance
Payable for project costs 67,228,827.22 83,817,728.39
Payable for construction 9,492,285.38 72,234,232.98
Payable for materials 2,956,760.48 659,547.79
Accounts payable by tentative estimate 2,056,621.45 1,705,399.10
Others 4,642,354.49 7,410,722.77
Total 86,376,849.02 165,827,631.03

5.182. The aging analysis of accounts payable based on transaction date is as follows:

Aging Ending balance Opening balance
Within 1 year 64,350,592.61 119,403,058.28
1-2 years 11,460,272.41 26,315,674.51
2-3 years 3,005,712.75 11,887,664.11
Over 3 years 7,560,271.25 8,221,234.13

Total 86,376,849.02 165,827,631.03
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5.18.Accounts payable

5.183. Important accounts payable aged over 1 year

Reasons for not

Ending being repaid
balance or transferred

Shanghai Youan Architectural Design Co., LTD. 1,799,603.89  unsettled
China IPPR International Engineering Co., LTD. 1,329,005.60 unsettled
Total 3,128,609.49 —

5.19.Payments received in advance

Type Ending balance Opening balance
Lease 280,935.15 316,079.43
Total 280,935.15 316,079.43

5.20.Contract liabilities

Item Ending balance Opening balance
Property management fee 71,149,881.46 79,092,601.23
Community value-added service 8,772,648.76 1,476,420.98
Total 79,922,530.22 80,569,022.21

5.21.Employee benefits payable
5.21.1. Employee benefits payable

Increase in Decrease in
Opening the current the current Ending
balance period period balance
Short-term benefits 17,545,007.94  134,680,006.39 135,075,799.48 17,149,214.85
Post-employment benefits
(defined contribution plan) 1,247,532.21 17,297,271.31 18,544,803.52 —
Dismissal benefits — 2,195,504.17 2,159,504.17 36,000.00

Total 18,792,540.15  154,172,781.87  155,780,107.17 17,185,214.85
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5.21.Employee benefits payable (Continued)
5212 List of short-term benefits

Opening
balance

Salaries, bonuses, allowances
and subsidies 10,094,499.83
Employee welfare expenses —

Social insurance premiums 1,035,482.88
Including:Basic medical

insurance premiums 851,416.07
Work injury insurance 184,066.81
Housing Fund 656,535.25
Trade union funds and

employee education funds 5,758,489.98

Increase in
the current
period

106,244,015.25
12,627,756.53
6,770,317.60

6,588,175.97
182,141.63
7,030,403.43

2,007,513.58

Decrease in
the current
period

Ending
balance

104,040,058.32 12,298,456.76
12,627,756.53 =
7,805,800.48 —

7,439,592.04 —
366,208.44 —
7,686,938.68 =

2,915,245.47 4,850,758.09

Total 17,545,007.94

134,680,006.39

135,075,799.48 17,149,214.85

5.213. List of defined contribution plans

Opening
balance

Increase in
the current
period

Decrease in
the current
period

Ending
balance

Basic pension insurance 1,197,806.92 13,110,772.46 14,308,579.38 —
Unemployment insurance

premiums 49,725.29 560,069.42 609,794.71 —
Enterprise annuity contributions — 3,626,429.43 3,626,429.43 —
Total 1,247,532.21 17,297,271.31 18,544,803.52 —

5.22.Taxes payable

Item Ending balance Opening balance
VAT 1,413,926.17 1,598,751.88
Corporate income tax 6,496,673.16 3,644,673.54
Urban maintenance and construction tax 156,305.20 174,304.06
Education surcharge 69,605.75 78,184.47
Local education surcharge 43,341.68 49,060.86
Personal Income Tax 33,980.01 65,311.21
Property tax 134,003.44 124,300.23
Land use tax 581.22 581.22
Stamp duty 1,808.11 13,513.31
Employment security for the disabled 49,269.12 22,368.32
Total 8,399,493.86 5,771,049.10
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5.23.0ther payables

Item Ending balance Opening balance
Dividends payable 10,270,800.00 10,213,740.00
Other payables 45,205,376.84 49,454,437 .43
Total 55,476,176.84 59,668,177.43

5.23.1. Dividends payable

Item Ending balance Opening balance
Common stock dividends 10,270,800.00 10,213,740.00
Total 10,270,800.00 10,213,740.00

5.23.2. Other payables
Other payables presented by the nature

Nature of payment Ending balance Opening balance
Deposit and security deposit 27,070,721.15 28,084,358.15
Advanced payments of others 1,329,070.71 1,275,996.35
Escrow funds 10,872,246.11 8,553,839.88
Funds for the Party’s organizational work 1,481,633.17 1,738,150.24
Public maintenance funds 1,223,590.91 2,555,731.04
Energy fees 1,361,967.16 1,301,186.49
Intermediary fees — 4,354,918.26
Others 1,866,147.63 1,590,257.02
Total 45,205,376.84 49,454,437.43

5.24.Current portion of non-current liabilities

Item Ending balance Opening balance
Lease liabilities due within 1 year 97,338.19 2,624,841.77
Total 97,338.19 2,624,841.77

5.25.0ther current liabilities

Item Ending balance Opening balance

Payments of negotiable instruments endorsed but
not yet derecognized 2,869,989.91 13,886,175.22
Pending output VAT 957,469.60 4,799,117.78

Total 3,827,459.51 18,685,293.00
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5.26.Lease liabilities

Item Ending balance Opening balance
Within 1 year 120,377.87 2,651,668.60
1-2 years 165,467.88 —
2-3 years 165,467.88 —
3-4 years 289,568.84 —
Subtotal of lease payments 740,882.47 2,651,668.60
Less:Unrecognized financing costs 62,827.85 26,826.83
Present value of lease payments 678,054.62 2,624,841.77
Less: Lease liabilities due within 1 year 97,338.19 2,624,841.77
Total 580,716.43 —

5.27.Share capital

Increase or decrease during the period
Reserves

Opening Issue transfer Ending
balance new shares Bonus shares into Shares Subtotal balance

Total number
of shares 133,340,000.00 — - — — — 133,340,000.00

5.28.Capital reserves

Increase in Decrease in
Opening the current the current Ending
balance period period balance
Capital surplus (share premium) 213,924,223.38 1,631,529.72 — 215,555,753.10
Total 213,924,223.38 1,631,529.72 — 215,555,753.10

Note: The increase in capital reserve during the year mainly represents the adjustment of listing-related printing fees based on actual
settlement.

5.29.Surplus Reserve

Increase in Decrease in

Opening the current the current Ending
balance period period balance

Statutory surplus reserve 16,964,526.57 3,896,593.16 — 20,861,119.73

Total 16,964,526.57 3,896,593.16 — 20,861,119.73
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5. Notes to items in the consolidated financial statements (CONTINUED)
5.30.Retained earnings

Item Current period Previous period

Retained earnings at the end of the previous period before
adjustment
Total retained earnings adjustments at the beginning of the period
(increase +, decrease -) — —
The adjusted retained earnings at the beginning of the period 200,618,239.78 159,487,525.92
Add: Net profit attributable to the parent company’s shareholders
for the period
Less: Appropriation to statutory surplus reserve
Common stock dividends
Retained earnings at the end of the period

200,618,239.78 159,487,525.92

33,948,762.31 45,091,464.06
3,896,593.16 3,960,750.20
14,400,720.00 —
216,269,688.93 200,618,239.78

5.31.0perating revenue and operating costs

5.31.1. Operating revenue and operating costs

Amount in the current period
Item Revenue Cost

Amount in the previous period
Revenue Cost

Main business
Other business

570,591,840.76 449,887,330.95
106,918.35 —

607,769,943.85
1,148,679.98

492,648,255.60
332,302.68

Total 570,698,759.11 449,887,330.95 608,918,623.83 492,980,558.28

5.312. The situation of the revenue generated by the contract

Amount in the current period

Contract classification Main business Other business

Service type

Including: Property management services 352,639,900.47 106,918.35 352,746,818.82
Community value-added services 139,801,339.93 — 139,801,339.93
Value-added services to non-

property owners 78,150,600.36 — 78,150,600.36
Real Estate — — —
Leasing — — —
Classified by operating area
Including: China 570,591,840.76 106,918.35 570,698,759.11
Classification by the time of the transfer

of services

Including: Transfer at a point in time 128,897,327.44 106,918.35 129,004,245.79
Transfer overtime 441,694,513.32 — 441,694,513.32

Total 570,591,840.76 106,918.35 570,698,759.11
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5. Notes to items in the consolidated financial statements (CONTINUED)
5.31.0perating revenue and operating costs (Continued)

5.31.2. The situation of the revenue generated by the contract (Continued)

Amount in the previous period

Contract classification Main business Other business

Service type

Including: Property management services 332,539,687.94 1,148,679.98 333,688,367.92
Community value-added services 145,435,242.61 — 145,435,242.61
Value-added services to non-

property owners 129,795,013.30 . 129,795,013.30
Real Estate — — —
Leasing — — —
Classified by operating area
Including: China 607,769,943.85 1,148,679.98 608,918,623.83
Classification by the time of the transfer

of services

Including: Transfer at a point in time 136,882,225.18 — 136,882,225.18
Transfer overtime 470,887,718.67 1,148,679.98 472,036,398.65

Total 607,769,943.85 1,148,679.98 608,918,623.83

5.31.3.Information relating to the transaction price allocated to the remaining performance obligations

The expected timing for recognizing revenue from performance obligations under contracts signed but not yet
fulfilled or not yet fully completed as of the end of the reporting period is within one year.

5.32.Taxes and surcharges

Amount in the Amount in the

Item current period previous period
Urban maintenance and construction tax 1,396,298.74 1,372,199.37
Education surcharge 605,518.69 596,368.50
Local education surcharge 403,770.75 397,407.96
Stamp duty 84,276.28 122,390.57
Property tax 735,631.48 1,150,789.81
Land use tax 34,359.48 61,573.76
Environmental protection tax 725.71 862.59
Vehicle and vessel use tax 3,145.01 4,468.46
Others 394.46 —
Total 3,264,120.60 3,706,061.02
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5. Notes to items in the consolidated financial statements (CONTINUED)
5.33.Administrative expenses

Amount in the Amount in the
Item current period previous period
Employee benefits 37,594,991.71 36,067,367.55
Intermediary fees 2,572,891.46 3,809,940.87
Depreciation and amortization 2,492,190.51 2,820,176.13
Travel expenses 1,614,902.11 1,284,838.27
Information technology service fee 1,422,826.66 1,573,402.05
Lease cost 1,097,252.12 91,430.37
Labor costs 872,231.93 782,879.37
Office expenses 791,714.97 762,410.97
Business entertainment expenses 320,565.24 598,125.87
Transportation expense 288,077.97 386,565.83
Tax cost 236,681.09 347,871.82
Network communication fee 155,332.02 157,659.98
Premium fee 101,532.00 92,375.72
Others 1,196,002.79 1,482,739.84
Total 50,757,192.58 50,257,784.64

5.34.R&D expenses

Amount in the Amount in the

current period previous period
Employee benefits 6,372,757.99 5,078,233.37
Depreciation and amortization 308,186.50 10,186.66
Outsourcing expenses 690,930.12 —
Others 90,745.81 —
Total 7.462,620.42 5,088,420.03

5.35.Finance expenses

Amount in the Amount in the
Item current period previous period
Interest expenses 287,929.19 287,299.69
Less: Interest income 6,160,404.95 6,386,971.69
Plus: Exchange losses -139,467.91 356,534.42
Bank charges and others 972,404.69 1,150,076.95

Total -5,039,538.98 -4,593,060.63




1 42 Lushang Life Services Co., Ltd. I Annual Report 2025

NOTES TO THE FINANCIAL STATEMENT

(Expressed in RMB unless otherwise indicated)

5. Notes to items in the consolidated financial statements (CONTINUED)
5.36.0ther income

Amount in the Amount in the
Sources of other income current period previous period
Government grants 480,574.05 1,253,845.58
Relief for military personnel and veterans 92,250.00 161,657.86
Refund of charges for personal income taxes 14,637.43 24,507.58
Re-employment tax incentives and deductions 11,762.92 —
Others 10,695.41 1,126.25
Total 609,919.81 1,441,137.27
5.37.Income from investments
Amount in the Amount in the
Item current period previous period
Income from long-term equity investments accounted for
using the equity method 1,819,552.06 —
Investment income from disposal of long-term equity investments — -379,945.42
Gain arising from the remeasurement of the remaining
equity investment at fair value after loss of control -224,680.27 —
Total 1,594,871.79 -379,945.42
5.38.Credit impairment losses
Amount in the Amount in the
Item current period previous period
Bad debt loss on accounts receivable -20,528,710.07 -10,757,221.62
Bad debt loss on other receivables -94,506.85 -395,356.79
Bad debt loss on notes receivable 28,965.07 -298,846.29
Total -20,594,251.85 -11,451,424.70

5.39.Impairment losses on assets

Amount in the Amount in the
current period previous period
Inventory write-down -435,314.30 —
Impairment losses of contract assets 39,461.31 -80,771.13

Total -395,852.99 -80,771.13
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Lushang Life Services Co., Ltd.

5. Notes to items in the consolidated financial statements (CONTINUED)

5.40.Non-operating income

Amount in the
current period

Amount in the
previous period

Annual Report 2025

Amount
included in
non-recurring

gains and
losses for the
current period

Gains from scrapping of non-current assets 545.68 450 545.68
Government grants — 8,270,000.00 —
Amounts not required to be paid 173416.15 — 173,416.15
Others 9,986.91 57,163.45 9,986.91
Total 183,948.74 8,327,613.45 183,948.74

541.Non-operating expenses

Amount in the
current period

Amount in the
previous period

Amount
included in
non-recurring

gains and
losses for the
current period

Losses from scrapping of non-current assets 41,582.39 39,493.06 41,582.39
Donation 2,000.00 4,000.00 2,000.00
Late payment surcharge 6,106.96 38,544.56 6,106.96
Compensation and penalty expenses 97,524.00 67,000.00 97,524.00
Other 2,500.00 83,372.69 2,500.00
Total 149,713.35 232,410.31 149,713.35

5.42.Income tax expense

542.1.Income tax expense

Current income tax expense in accordance with tax codes
which includes:corporate income tax in mainland China

Deferred Income Taxes expense

Amount in the

current period

14,443,864.07
14,443,864.07
-3,023,541.12

Amount in the
previous period

15,042,733.94
15,042,733.94
-1,064,280.36

Total

11,420,322.95

13,978,453.58
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5. Notes to items in the consolidated financial statements (CONTINUED)
5.42.Income tax expense (Continued)

5.42.2. The process of adjusting from accounting profit to income tax expense (Continued)

Amount in the

Item current period
Consolidated profit before tax 45,615,955.69
Income tax expense at statutory/applicable tax rate 11,403,988.92
Effect of different tax rates applied to subsidiaries -504,227.37
Effect of adjusting income tax for previous periods 1,292,303.30
Effect of non-deductible costs, expenses and losses 627,862.97
Effect of utilizing deductible temporary differences or deductible losses

with unrecognized deferred tax assets from prior periods -155,315.16
Effect of deductible temporary differences or deductible losses for

which deferred tax assets are not recognized in the current year 4,736.77
Effect of additional deductions for research and development expenses -848,302.38
Effect of equity method investment income -398,717.94
Effect of additional deductions for the disabled -2,006.16
Income tax expense 11,420,322.95

5.43.Cash flow statement items
543.1. Cash flows from operating activities

(1) Other cash receipts relating to operating activities

Amount in the Amount in the
Item current period previous period
Receipts of current accounts and others 74,823,522.82 69,738,469.16
Government grants 480,574.05 9,523,845.58
Interest income 6,360,676.35 5,561,968.21
Total 81,664,773.22 84,824,282.95

(2) Other cash payments relating to operating activities

Amount in the Amount in the
Item current period previous period
Payments of current accounts and others 76,197,926.29 75,771,784.32
Cash payments for administrative expenses 10,696,661.20 11,639,938.37
Cash payments for finance expenses 972,544.92 1,150,076.95
Non-operating expenses 107,895.46 167,617.25

Total 87,975,027.87 88,729,416.89




Lushang Life Services Co., Ltd. I Annual Report 2025 1 45

NOTES TO THE FINANCIAL STATEMENT

(Expressed in RMB unless otherwise indicated)

5. Notes to items in the consolidated financial statements (CONTINUED)
5.43.Cash flow statement items (Continued)
5432 Cash flows from investing activities

(1) Other cash payments relating to investing activities

Amount in the Amount in the

current period previous period

Net cash outflow from loss of control upon capital
injection to subsidiaries 11,255,396.19 —

Total 11,255,396.19 —

5433 Cash flows from financing activities

(1) Other cash payments relating to financing activities

Amount in the Amount in the

current period previous period

Lease payments made 2,874,933.00 140,610.79
Payment for the consideration in a business combination

under common control = 4,878,300.00

Printing cost for listing 2,569,280.00 —

Total 5,444,213.00 5,018,910.79

(2) Changes in liabilities arising from financing activities

Increase in the current period Decrease in the current period

Opening Cash Non-cash (€H) Non-cash Ending

balance Change Change Change Change balance

Short-term borrowing 8,008,317.81 8,000,000.00 6,888.89 8,000,000.00 8,317.81 8,006,888.89

Dividends Payable 10,213,740.00 —  14,400,720.00 14,343,660.00 — 10,270,800.00

Lease Liabilities - — 764,971.23 86,916.61 97,338.19 580,716.43
Current portion of

non-current liabilities 2,624,841.77 26,826.83 97,338.19 2,651,668.60 - 97,338.19

Total 20,846,899.58 8,026,826.83  15,269,918.31  25,082,245.21 105,656.00  18,955,743.51
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5. Notes to items in the consolidated financial statements (CONTINUED)
544.Supplementary information on cash flow statement

5.44.1. Supplementary information on cash flow statement

Amount in the Amount in the

current period previous period

1. Reconciliation of net profit to cash flow from operating

activities: — —
Net profit 34,195,632.74 45,124,606.07
Add: Impairment losses on assets 395,852.99 80,771.13
Credit impairment losses 20,594,251.85 11,451,424.70

Depreciation of fixed assets, depreciation of right-of-use
assets, depletion of oil and gas assets, depreciation of

productive biological assets 8,621,270.09 8,583,041.03
Amortization of intangible assets 624,720.14 886,134.96
Amortization of long-term deferred expenses 2,160,309.38 1,266,671.06

Losses on disposal of fixed assets, intangible assets and
other long-term assets (gains are listed with “-") — —

Losses on scrapping of fixed assets (gains are listed with “-") 41,036.71 -39,043.06
Loss from changes in fair value (gains are listed with “- )

Finance expenses (gains are listed with "-") 148,461.28 643,834.11
Investment losses (gains are listed with “-") -1,594,871.79 379,945.42
Decrease in Deferred Tax Assets (increase is listed with - ") -3,023,541.12 -1,064,280.36
Increase in Deferred Tax Liabilities (decrease is listed with “-") — —
Decrease in inventory (increase is listed with “-") 22,797.48 -3,688,960.30
Decrease in operating receivables (increase is listed with “-") 93,468,994.74 -43,545,002.84
Increase in operating payables (decrease is listed with “-") -125,464,591.90 -25,577,976.87
Other — —
Net cash flow from operating activities 30,190,322.59 -5,498,834.95

2.Significant investing and financing activities that do not
involve cash receipts and payments:
Debt to capital — —
Convertible corporate bonds maturing within one year — —
Fixed assets acquired through finance lease — —
3. Net change in cash and cash equivalents
Ending balance of cash 418,083,023.70 425,171,708.53
Less: opening balance of cash 425,171,708.53 412,094,874.66
Add: ending balance of cash equivalents — —
Less: opening balance of cash equivalents — —
Net increase in cash and cash equivalents -7,088,684.83 13,076,833.87

5442 Net cash received from disposal of subsidiaries during the period

Cash and cash equivalents received from disposal of subsidiaries during the period 0.00
Less: Cash and cash equivalents held by the subsidiaries at the date of loss of control 11,255,396.19
Of which: Shandong Chengfa garden engineering Co., LTD 11,255,396.19

Net cash received from disposal of subsidiaries -11,255,396.19
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5. Notes to items in the consolidated financial statements (CONTINUED)
544.Supplementary information on cash flow statement (Continued)

5.443. Composition of cash and cash equivalents

Item Ending balance Opening balance
Cash 418,083,023.70 425,171,708.53
Of which: cash on hand 2,200.00 4,015.10
Deposits that can be used for payment at any time 418,080,823.70 425,167,693.43

Cash equivalents
Balance of cash and cash equivalents at the end of the
period 418,083,023.70 425,171,708.53
Of which: cash and cash equivalents restricted in use by
the parent company or subsidiaries in the Group — —

5.444. Monetary funds not classified as cash and cash equivalents

Reasons for not being

classified as cash and

Ending balance Opening balance cash equivalents
Unexpired interest receivable 1,042,729.46 1,386,711.81  Limited Liquidity
Guarantee Deposit 1,480,003.19 —  Limited Liquidity
Total 2,522,732.65 1,386,711.81

5.45.Monetary items of foreign currency

Ending balance Ending balance

in foreign Exchange translated into
currency rate RMB

Monetary funds — — 21,755.46
Of which: HKD 24,087.09 0.9032 21,755.46
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5. Notes to items in the consolidated financial statements (CONTINUED)
5.46.Leasing
5.46.1. The Group as the lessee

Amount in the

current period

Amount in the
previous period

Interest expenses on lease liabilities 31,146.97 71,981.87
Short-term lease expenses recognised in profit or loss using the

simplified approach 2,745,845.69 1,803,902.46
Total cash outflows for leases 5,801,187.35 2,427,298.03

The lease assets held by the Group mainly consist of houses and buildings used in its operations, and the lease terms

of such houses and buildings are generally 1 to 5 years.

546.2. The Group as the lessor

(1) Operating leases where the Group acts as the lessor

Of which: Income related to
variable lease payments not

included in lease payments

receivable

Rental Income

Building rental 790,191.52 —

Parking space rental 1,203,726.86 —

Shop rental 41,284.40 —

Total 2,035,202.78 —

6. R&D expenditure

Amount in the Amount in the
Item current period previous period
Employee benefits 6,372,757.99 5,078,233.37
Depreciation and amortization 308,186.50 10,186.66
Outsourcing expenses 690,930.12 —
Others 90,745.81 —
Total 7,462,620.42 5,088,420.03
Of which: Expensed R&D expenditure 7,462,620.42 5,088,420.03




Lushang Life Services Co., Ltd. I Annual Report 2025

NOTES TO THE FINANCIAL STATEMENT

(Expressed in RMB unless otherwise indicated)

7. Changes in scope of consolidation

7.1,

71.2.

Disposal of subsidiaries

Transactions or events involving loss of control over subsidiaries during the period

Percentage
Disposal price disposed at
at the point of the pointof  Means of disposal at the The point of Basis for determining
Name of the subsidiary loss of control  loss of control  point of loss of control loss of control the point of loss of control
Shandong Chengfa garden 0.00 51.00%  Loss of control over a subsidiary 2025-7-14 Completion of business
engineering Co., LTD due to capital increase registration change

Carrying
amount of Fair value of
remaining equity remaining equity
Percentage at consolidated at consolidated

of remaining financial statement financial statement Loss arising

equity as of level as of level as of from remeasuring

the date of the date of the date of remaining equity

Name of the subsidiary loss of control loss of control loss of control at fair value

Shandong Chengfa garden engineering Co., LTD 49.00% 35,336,235.83 35,111,555.56 224,680.27

Pursuant to “the Proposal on Capital Increase by Shandong Chengfa Construction Management Co., Ltd. in Shandong
Blue Shore garden engineering Co., Ltd.” approved by the Company on March 21, 2025, in order to meet the
requirement that the registered capital shall be no less than RMB40 million for its wholly-owned subsidiary Shandong
Chengfa Garden Engineering Co., Ltd. to apply for the Grade 2 General Contracting Qualification for Municipal Public
Works Construction, expand its business scope and enhance its profitability, the Company approved the capital increase
in Chengfa Garden by the investor Shandong Chengfa Construction Management Co., Ltd. Pursuant to the agreement,
Shandong Chengfa Construction Management Co., Ltd. invested RMB36,320,000.00 in Shandong Chengfa Garden
Engineering Co., Ltd., of which RMB20,820,000.00 was included in paid-in capital and RMB15,500,000.00 in capital
reserve. Upon completion of the capital increase, Shandong Chengfa Construction Management Co., Ltd. holds a total
of 51% equity interest in Shandong Chengfa Garden Engineering Co., Ltd. Shandong Chengfa Garden Engineering Co.,
Ltd. completed the registration of change in shareholders on July 14, 2025.

Changes in the scope of consolidation due to other reasons

None.
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8. Interests in other entities
8.1.Interests in subsidiaries

8.1.1. Composition of enterprise groups

Registered  Main place Place of Nature of Method of

Subsidiary name capital  of business registration business Shareholding (%)  acquisition
Direct Indirect

Shandong Lushang 5,000,000.00  Jinan Jinan Architectural 100.00 Business combinations
Architectural design decoration, under common control
Co., LTD. renovation

and other
construction

Shandong Licheng Shanlin -~ 5,000,000.00  Jinan Jinan Business service 100.00 Establish through
(atering Management industry investment
Co,, LTD.

Shandong Lushang Tang ‘an  3,000,000.00  Jinan Jinan Real estate industry ~ 41.00 Establish through
Property Co., LTD. investment

Da'antong (Shandong) 10,000,000.00  Jinan Jinan Business service 100.00 Business combinations
Mechanical and Electrical industry under common control
Equipment Engineering
Co., LTD.

Note: Jinan Shangxin Investment Partnership (Limited Partnership) holds 10% of Shandong Lushang Tang ‘an Property Co., LTD., and
its shareholders’ rights are fully entrusted to the Company. The Company enjoys 51% of the voting rights at the shareholders’
meeting and has the right to exercise control over the operation and management activities of the entity. Therefore, the
Company includes Shandong Lushang Tang ‘an Property Co., LTD.in the scope of consolidation.

8.1.2. Significant non-wholly owned subsidiaries

Profit Dividends
attributable to declared to

Shareholding of non-controlling non-controlling Non-
non-controlling interests for interests for controlling
Subsidiary name interests (%) the period the period interests

Shandong Lushang Tang ‘an Property Co.,
LTD. 59.00 246,870.43 — 4,229,593.70
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8. Interests in other entities (CONTINUED)
8.1.Interests in subsidiaries (Continued)

8.1.3. Significant information of non-wholly owned subsidiaries

Ending balance

Current Non-current Total Current Non-current Total
Subsidiary name assets assets assets liabilities liabilities liabilities

Shandong Lushang Tang ‘an Property
Co., LTD. 9,877,316.60 45,977.43 9,923,294.03 1,733,901.94 - 1,733,901.94

Opening balance
Current Non-current Total Current Non-current Total
Subsidiary name assets assets assets liabilities liabilities liabilities

Shandong Lushang Tang ‘an Property
Co., LTD. 13,431,981.99 85,267.13 13,517,249.12 6,976,281.48 - 6,976,281.48

Amount in the current period
Other Net cash flows
Operating comprehensive from operating
Subsidiary name revenue Net profit income after tax activities

Shandong Lushang Tang ‘an Property
Co., LTD. 8,441,924.36 418,424.45 418,424.45 671,169.33

Amount in the previous period
(01,14 Net cash flows

Operating comprehensive from operating
Subsidiary name revenue Net profit income after tax activities

Shandong Lushang Tang ‘an Property
Co., LTD. 5,773,626.16 55,236.69 55,236.69 49,250.48




1 52 Lushang Life Services Co., Ltd.I Annual Report 2025

NOTES TO THE FINANCIAL STATEMENT

(Expressed in RMB unless otherwise indicated)

8. Interests in other entities (CONTINUED)
8.2.Interests in Joint Ventures or Associated Enterprises

8.2.1. Significant Joint Ventures or Associated Enterprises

Name of Main place  Place of Nature of Accounting Treatment
Associated Enterprise of business  registration business Shareholding(%) for Investments in Associates
Direct Indirect
Shandong Chengfa Garden ~ Jinan Jinan Civil Engineering 49.00 Equity Method
Engineering Co., LTD. Construction
Industry

8.2.2. Major Financial Information of Significant Associates

Ending Balance/
Amount incurred
during the year

Shandong Chengfa

Current Assets
Including: Cash and Cash Equivalents
Non-current Assets

Garden Engineering Co., LTD.

163,655,102.07
3,898,838.41
171,908.16

Total Assets

163,827,010.23

Current Liabilities
Non-current Liabilities

88,457,402.85

Total Liabilities
Total Net Assets
Including: Minority Interests

88,457,402.85
75,369,607.38

Equity Attributable to Owners of the Parent

Operating Revenue

Finance Costs

Income Tax Expense

Net Profit

Net Profit from Discontinued Operations
Other Comprehensive Income

75,369,607.38
49,423,139.01
2,794.89
999,122.12
3,713,371.55

Total Comprehensive Income

Dividends Received from Associates in the Current Year

3,713,371.55
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9. Government Grants
Government Grants Recognized in Current Profit or Loss

Ending Opening
Accounting Items balance balanc
Job Stabilization Subsidy 312,574.05 436,845.58
Technological Innovation Guidance Program 100,000.00 80,000.00
Relief for military personnel and veterans 92,250.00 161,657.86
2022 Jinjiutiao Policy Subsidy = 8,200,000.00
Subsidy from Jinan Municipal Bureau of Industry and Information Technology — 500,000.00
Support Funds for Specialized, Sophisticated, Unique and Novel Enterprises — 160,000.00
Others 90,458.33 148,126.25
Total 595,282.38 9,686,629.69

10.Risks associated with financial instruments

In its daily activities, the Group is exposed to risks arising from various financial instruments, mainly including market
risks (such as exchange rate risk, interest rate risk), credit risk, and liquidity risk. The risks associated with these financial
instruments and the risk management policies adopted by the Group to mitigate these risks are described below. The
management of the Group manages and monitors these exposures to ensure that the above risks are kept within limits.

10.1.Management objectives and policies of various types of risk

The Group’s objective in engaging in risk management is to strike an appropriate balance between risk and return, to
minimise the negative impact of risk on the Group’s operating performance and to maximise the interests of shareholders
and other equity investors. Based on this risk management objective, the basic strategy of the Group’s risk management
is to identify and analyse the various risks to which the Group is exposed, establish appropriate risk tolerance limits and
manage the risks, and monitor the various risks in a timely and reliable manner to keep the risks within the limits.

10.1.1.Market risk
(1) Exchange rate risk

The Group mainly operates within the territory of China. Except for the foreign currency transactions included
in the monetary funds of the Parent Company of the Group, other major business activities of the Group
are denominated and settled in RMB. As at December 31, 2025, the Group's assets and liabilities are all in
RMB, except for the HKD balances of assets and liabilities as described in the table below. The exchange rate
risk arising from the assets and liabilities with HKD balances may have an impact on the Group's results of

operations.
December 31, December 31,
Item 2025 2024
Cash and cash equivalents — HKD 21,755.46 25,924.14
Other payables — HKD — 4,702,732.34

The Group closely monitors the impact of exchange rate fluctuations on its operations.
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10.Risks associated with financial instruments (CONTINUED)
10.1.Management objectives and policies of various types of risk (Continued)
10.1.1.Market risk (Continued)
(2) Interest rate risk

The Group's interest rate risk arises from interest-bearing liabilities such as bank borrowings and bonds payable.
Financial liabilities with floating interest rates expose the Group to interest rate risk in cash flows and financial
liabilities with fixed interest rates expose the Group to interest rate risk in fair value. The Group determines the
relative proportions of fixed-rate and floating-rate contracts based on the prevailing market conditions. As at
December 31, 2025, the Group's interest-bearing debt mainly consisted of RMB-denominated fixed-rate short-
term borrowing contracts amounting to RMB8,006,888.89 (As at December 31, 2024: RMB8,008,317.81).

The Group's risk of changes in the fair value of financial instruments due to fluctuations in interest rates is
mainly associated with fixed-rate bank borrowings. For fixed-rate borrowings, the Group’s objective is to
maintain them at floating interest rates.

The Group's risk of changes in cash flows from financial instruments due to fluctuations in interest rates is
mainly associated with floating-rate bank borrowings. It is the Group’s policy to maintain the floating interest
rate nature of these borrowings so as to eliminate the fair value risk arising from interest rate movements.

10.1.2.Credit risk

The Group manages credit risk on a group basis. Credit risk mainly arises from monetary funds, notes receivable,
accounts receivable, receivables financing, other receivables, and contract assets.

To mitigate credit risk, the Group has established appropriate credit policies and implemented other monitoring
procedures to ensure that necessary measures are taken to recover overdue receivables. Furthermore, the Group
reviews the recoverability of each individual receivable at each balance sheet date to ensure adequate provisions for
bad debts are made for amounts deemed uncollectible. Consequently, the Group’s management believes that the
credit risk borne by the Group has been significantly reduced.

The Group’s liquid funds are deposited in banks with high credit ratings, thus minimizing the credit risk associated
with liquid funds.

The Group adopts necessary policies to ensure that all sales customers have good credit histories. Except for the
top five customers by amount of accounts receivable and contract assets, the Group has no other material credit
concentration risks. Among the Group's accounts receivable and contract assets,the top five combined amount to
RMB63,330,014.00, accounting for 21.55% of the Group’s total accounts receivable and contract assets.

(1) Criteria for Determining a Significant Increase in Credit Risk

At each balance sheet date, the Group determines whether the credit risk of a financial instrument has
increased significantly since its initial recognition by comparing the probability of default over the expected
lifetime of the instrument as determined at initial recognition with the probability of default over the expected
lifetime of the instrument as determined at the balance sheet date. However, if the Group determines that a
financial instrument has only low credit risk at the balance sheet date, it may assume that the credit risk of the
financial instrument has not increased significantly since its initial recognition.

The Group's primary criteria for determining a significant increase in credit risk include significant changes
in one or more of the following indicators: the debtor’s operating environment, internal and external credit
ratings, and actual or expected operating results are under significant adverse changes.
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10.Risks associated with financial instruments (CONTINUED)
10.1.Management objectives and policies of various types of risk (Continued)
10.1.1.Market risk (Continued)

2)

Definition of Credit-Impaired Assets

A financial asset becomes credit-impaired when one or more events that have an adverse effect on the
estimated future cash flows of the financial asset occur.

Observable evidence of credit impairment for financial assets includes: significant financial difficulties
experienced by the issuer or debtor; debtor’s default, such as failure to pay interest or principal, or delinquency;
concessions granted by the Group to the debtor that would not be made in any other circumstances due to
economic or contractual considerations related to the debtor’s financial difficulties; high likelihood of the
debtor’s bankruptcy or other financial restructuring; and the disappearance of an active market for the financial
asset due to the issuer’s or debtor’s financial difficulties.

Credit Risk Exposure

As of December 31, 2025, the Group’s maximum credit risk exposure that could result in financial loss primarily
arises from the loss of financial assets due to the failure of the counterparty to fulfill its obligations.

Carrying amounts of recognised financial assets in the consolidated balance sheet; for financial instruments
measured at fair value, the carrying amount reflects their risk exposure, but not the maximum risk exposure,
which will change with future movements in fair value.

10.1.3.Liquidity Risk

Liquidity risk refers to the risk that the Group may be unable to meet its financial obligations on their due dates.
The Group manages liquidity risk by ensuring sufficient liquidity to meet maturing obligations without incurring
unacceptable losses or damaging its corporate reputation. The Group regularly analyzes its debt structure and
maturity profile to ensure ample funding. The Group’s management monitors the utilization of borrowings and
ensures compliance with loan agreements.

(M

The Group's financial liabilities and off-balance-sheet guarantee items are analyzed by the undiscounted
remaining contractual obligations as follows:

As of December 31, 2025:

Items Within 1 Year 1t0 2 Years 2to 5 Years Over 5 Years Total
Financial Assets

Cash and Cash Equivalents 420,605,756.35 420,605,756.35
Notes receivable 25,790,502.73 25,790,502.73
Accounts Receivable 270,846,116.49 270,846,116.49
Other Receivables 10,280,785.10 10,280,785.10
Financial Liabilities

Short-term Borrowings 8,006,888.89 8,006,888.89
Accounts Payable 86,376,849.02 86,376,849.02
Employee Benefits Payable 17,185,214.85 17,185,214.85
Other Payables 55,476,176.84 55,476,176.84
Current portion of non-current liabilities 120,377.86 120,377.86
Lease Liabilities 165,467.88 455,036.72 620,504.60
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10.Risks associated with financial instruments (CONTINUED)
10.2. Sensitivity Analysis

The Group employs sensitivity analysis techniques to assess the potential impact of reasonable and likely changes in risk
variables on current profit or loss and shareholders’ equity. It is important to note that changes in any risk variable rarely
occur in isolation, and the correlation between variables can significantly affect the ultimate impact of a change in a
particular risk variable. Therefore, the following analysis assumes that each variable change occurs independently.

10.2.1. Foreign Exchange Risk Sensitivity Analysis

Foreign exchange risk sensitivity analysis assumes that all hedging activities related to net investments in foreign
operations and cash flow hedges are highly effective.

Based on the above assumptions and with all other variables unchanged, the potential after-tax impact of
reasonable changes in exchange rates on current profit or loss and equity is as follows:

For the year 2025 For the year 2024
Impact on Impact on
Impact on Shareholders’ Impact on Shareholders’
Exchange Rate Change Net Profit equity Net Profit equity
HKD Appreciates by 5% against RMB 1,087.77 1,087.77 -216,545.58 -216,545.58
HKD Depreciates by 5% against RMB -1,087.77 -1,087.77 216,545.58 216,545.58

10.3.Transfer of Financial Assets
10.3.1. Classification by Transfer Method

Basis for
Nature of Amount of Judging
Transferred Transferred  Derecognition Derecognition
Transfer Method Financial Assets Financial Assets ~ Status Status
Notes Endorsement/  Notes Receivable 2,869,989.91  Not Derecognised Substantially all risks and rewards are retained,
Notes Discounting including the associated default risk
Total 2,869,989.91

10.3.2. Financial Assets Derecognised as a Result of Transfer

None.

11.Fair value
11.1.Fair value of financial assets and financial liabilities measured at fair value

The Group had no assets or liabilities measured at fair value at the end of the period.

11.2.Fair value of financial assets and financial liabilities not measured at fair value

The carrying values of financial assets and liabilities not measured at fair value differ little from their fair values.
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12.Related parties and related transactions
12.1.Related party relationship
12.1.1. The parent company of the Company

Registered
capital
(ten thousand  Shareholding of Percentage of
Parent company's name Place of registration ~ Nature of business yuan) the Company (%) voting rights (%)
Lushang Freda Shandong Province Pharmaceutical manufacturing
Pharmaceutical Co., LTD industry 101,656.8775 71.32 7132

Note: The ultimate controlling party of the Company is the State-owned Assets Supervision and Administration Commission of
Shandong Provincial People’s Government.

12.1.2. The company’s subsidiaries

For details about the subsidiaries, please refer to the relevant content in Note “8.1.1. Composition of the Enterprise
Groups”.

1213 Joint ventures and associates of the Company

Details of the Company’s material joint ventures and associates are set out in Note “8.2.1.Significant Joint Ventures
or Associated Enterprise”.

Information on other joint ventures and associates that have entered into related party transactions with the

Company during the current year, or with which balances were formed from related party transactions in prior
periods, is as follows:

Name of Joint Venture or Associate Relationship with the Company

Shandong Chengfa garden engineering Co., LTD. Under the common control of Shandong Commercial Group Co., LTD.
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12.Related parties and related transactions (CONTINUED)

12.1.Related party relationship (Continued)

12.14. Other related parties

Other related parties’ names

Beijing Quancheng Commercial Management
Co., LTD.

Dongying Inzone Real Estate Development

Co. LTD.

Dongyue Holdings Co., LTD.

Haerbin Lushang Real Estate Co., LTD.

Heze Lushang Real Estate Co., LTD.

Heze Inzone Yiting Hotel Co., LTD.

Jinan Jinyilin Real Estate Development Co., LTD.

Jinan Lumao Real Estate Co., LTD.

Jinan Lushang Freda Nursing Home Co., LTD.

Jinan Inzone Beiyuan Shopping Plaza Co., LTD.

Jinan Inzone Mall Co., LTD. Ma’'anshan

Shopping Plaza

Jinan Inzone Mall Co., LTD. Qilishan Branch

Jinan Inzone Yueaohang Automobile Co., LTD.

Jining Lushang Real Estate Co., LTD.

Jining Lushang Real Estate Co., LTD.

Jining Ruihe Real Estate Development Co., LTD.

The relationship between the

related parties and the Company

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.
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12.Related parties and related transactions (CONTINUED)

12.1.Related party relationship (Continued)
12.1.4. Other related parties (Continued)

Other related parties’ names

Jining Inzone Mall Co., LTD.

Laiwu Inzone Real Estate Co., LTD.

Linyi Juyi Real Estate Co., LTD. Guangzhou
Road branch

Linyi Juyi Real Estate Co., LTD. Harmony
Square branch

Linyi Lushang Real Estate Co., LTD.

Linyi Lushang Real Estate Co., LTD. Pullman Hotel

Linyi Lushang Jin Real Estate Co., LTD.

Linyi Lushang Property Co., LTD.

Linyi Inzone Mall Co., LTD.

Linyi Inzone Mall Co., LTD. Beiyuan Road Branch

Lushang Freda Health Investment Co., LTD.

Lushang Freda Pharmaceutical Co., LTD.

Lushang International Trade Co., LTD.

Lushang Group Co., LTD.

Lushang Education Holdings Co., LTD.

Lushang Real Estate Qingdao Co., LTD.

The relationship between the
related parties and the Company

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Shareholder of one of the subsidiaries

Under the common control of Shandong Commerecial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commerecial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commerecial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commerecial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.
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12.Related parties and related transactions (CONTINUED)

12.1.Related party relationship (Continued)
12.1.4. Other related parties (Continued)

Other related parties’ names

Qilu Medical College

Qingdao Vocational and Technical College of

Hotel Management

Qingdao Lushang Jinxiu Real Estate Co., LTD.

Qingdao Lushang Lanan Real Estate Co., LTD.

Qingdao Lushang Langu Health Industry Co., LTD.

Qingdao Lushang Xifu Real Estate Co., LTD.

Qingdao Lushang Land Development Co., LTD.

Qingdao Lvfu real Estate Development Co., LTD.

Qingdao Lvfu Real Estate Development Co., LTD.
(Central Mansion)

Qingdao Qianhao Real Estate Development Co., LTD.

Qingdao Qianhao Real Estate Development Co., LTD.

Inzone Mall Branch

Qingdao Xifu Youju Enterprise Management
Co., LTD.

Qingdao Inzone Investment and Development
Co., LTD. Harmony Square Branch

Rizhao Inzone Mall Co., LTD.
Shandong Chengfa Green Industry Technology
Co., LTD.

Shandong Chengfa Asset Operation Co., LTD.

The relationship between the

related parties and the Company

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.
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12.Related parties and related transactions (CONTINUED)
12.1.Related party relationship (Continued)
12.1.4. Other related parties (Continued)

The relationship between the

Other related parties’ names

Shandong Chengfa Asset Operation Co., LTD.
Zibo Branch

Shandong City Service Vocational College

Shandong urban and rural development assets

operation Co., LTD.

Shandong Urban and Rural Yingquan Asset

Operation Co., LTD.

Shandong Dongyue Tiantong Automobile Co., LTD.

Shandong Freda Pharmacy Co., LTD.

Shandong Freda Biology Co., LTD.

Shandong Freda Biotechnology Co., LTD.

Shandong Freda Digital Technology Co., LTD.

Shandong Freda Pharmaceutical Group Co., LTD.

Shandong Fuyuan Microcredit Co., LTD.

Shandong Haiyou Freda Pharmaceutical Co., LTD.

Shandong Focus Freda Biology Co., LTD.

Shandong Lushang Industry and Finance Holdings

Co., LTD.

Shandong Lushang Technology Group Co., LTD.

Shandong Lushangtong Internet Service Co., LTD.

related parties and the Company

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.



1 62 Lushang Life Services Co., Ltd.I Annual Report 2025

NOTES TO THE FINANCIAL STATEMENT

(Expressed in RMB unless otherwise indicated)

12.Related parties and related transactions (CONTINUED)

12.1.Related party relationship (Continued)
12.1.4. Other related parties (Continued)

Other related parties’ names

Shandong Lushangtong Technology Co., LTD.

Shandong Lushang Business School

Shandong Lushang One-Card Payment Co., LTD.

Shandong Lushang Inzone Commercial Management

Co., LTD.

Shandong Luxin Real Estate Co., LTD.

Shandong Luyin Industrial Investment Co., LTD.

Shandong Mingren Freda Pharmaceutical Co., LTD.

Shandong Quanying Industrial Operation Co., LTD.

Shandong Advanced Technical School of

Commerce and Industry

Shandong Vocational and Technical College of
Commerce

Shandong Shangyuan Management Service Co., LTD.
Shandong Urban and Rural Development Group
Co., LTD.

Shandong Urban and Rural Development Group Cost
Consulting Co., LTD.

Shandong Urban and Rural Development Group
Decoration Co., LTD.

Shandong Urban and Rural Green Building
Technology Co., LTD.

Shandong Innovation Research Institute Co., LTD.

The relationship between the

related parties and the Company

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.
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12.Related parties and related transactions (CONTINUED)
12.1.Related party relationship (Continued)
12.1.4. Other related parties (Continued)

The relationship between the

Other related parties’ names

Shandong Lushang Group Industrial Investment
Co., LTD.

Shandong Lushang Zhengyuan Bidding Consulting
Co., LTD.

Shandong Lushang Real Estate Co., LTD.
Shandong Lushang Real Estate Co., LTD.
Jinan Branch

Shandong Lushang Real Estate Co., LTD.
Jining Branch

Shandong Lushang Real Estate Co., LTD.
Qingdao Branch

Shandong Lushang Real Estate Co., LTD. Inzone lvy

Project Branch

Shandong Commercial Group Finance Co., LTD.

Shandong Commercial Group Co., LTD.

Shandong Pharmaceutical Industry Design Institute

Co., LTD.

Shandong Tongying Asset Operation Co., LTD.

Shandong Tongyue Trading Co., LTD.

Shandong Culture & Tourism Media Group Co., LTD.

Shandong Culture and Tourism Group Co., LTD.

Shandong Yitong Private Capital Management

Co., LTD.

Shandong Yitong Commercial Factoring Co., LTD.

related parties and the Company

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.
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12.Related parties and related transactions (CONTINUED)

12.1.Related party relationship (Continued)
12.1.4. Other related parties (Continued)

Other related parties’ names

Shandong Yinchen Commercial Development

Co., LTD.
Shandong Inzone e Yingcai Kindergarten
Shandong Inzone Shopping Center

Co., LTD. Heze Inzone Harmony Plaza

Shandong Inzone Home Co., LTD.
Home Life Plaza

Shandong Inzone Distribution Co., LTD.

Shandong Inzone Automotive Technology Co.,

Shandong Inzone Automotive Technology Co.,

Eighth Branch

Shandong Inzone Automotive Technology
Co., LTD. Sixth Branch

Shandong Inzone Automotive Technology Co.,

Seventh Branch

Shandong Inzone Automotive Technology Co.,

Tenth Branch

Shandong Inzone Auto Trading Co., LTD.

Shandong Inzone Automobile Co., LTD.

Shandong Inzone Quancheng Hotel Co., LTD.

Jinan Lushang Guoao City Branch

Shandong Inzone Mall Co., LTD.

LTD.

LTD.

LTD.

LTD.

Shandong Inzone Mall Co., LTD. Honglou Branch

The relationship between the

related parties and the Company

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.
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12.Related parties and related transactions (CONTINUED)

12.1.Related party relationship (Continued)
12.1.4. Other related parties (Continued)

Other related parties’ names

Shandong Inzone Mall Co., LTD. Yuhan Branch

Shandong Inzone Commercial Operation Co., LTD.

Shandong Inzone Commercial Operation Co., LTD.

Zhenxing Street Shopping Center

Shandong Inzone Tiancheng Automobile Co., LTD.

Shandong Inzone Tiangi Real Estate Co., LTD.

Shandong Inzone Tianyi Automobile Co., LTD.

Shandong Inzone Tianzun Automobile Co., LTD.

Shandong Inzone Yuejiehang Automobile Co., LTD.

Shandong Inzone Yueshanghang Automobile

Co., LTD.

Shandong Inzone Real Estate Co., LTD.

Shandong Inzone Real Estate Co., LTD. Jinan

Tiangiao Branch

Shandong Zhongxin Zhihui Comprehensive Co., LTD.

Shanxiang Group (Shandong) Jiuntfeng Rural

Revitalization Co., LTD.

Taishanyou Rural Revitalization Ecotourism
Development (Shandong) Co., LTD.

Weifang Lushang Real Estate Co., LTD.

Xintai People’s Hospital

The relationship between the

related parties and the Company

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.
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12.Related parties and related transactions (CONTINUED)

12.1.Related party relationship (Continued)
12.1.4. Other related parties (Continued)

Other related parties’ names

Yantai Lumao Real Estate Co., LTD.

Yantai Lushang Real Estate Co., LTD.

Yantai Lushang Jiahui Real Estate Co., LTD.

Yantai Inzone Mall Co., LTD.

Yantai Inzone Yuejiehang Automobile Co., LTD.

angzhou Lusu Health Industry Development
Co., LTD.

Yitong Jinfu Payment Co., LTD.

Yitong Jinfu Payment Co., LTD. Jinan Branch

Yitong Jinmao Information Technology Co., LTD.

Yitong Financial Leasing (Tianjin) Co., LTD.

Inzone Group Co., LTD.

Inzone Group Co., LTD. Jinan Longhu West City

Tianjie Supermarket Branch

Inzone Group Co., LTD. Jinan Inzone High-Tech Zone
Shopping Plaza

Inzone Group Co., LTD. Jinan Inzone Garden
Shopping Plaza

Inzone Group Co., LTD. Jinan Inzone Huaxin
Shopping Plaza

Inzone Group Co., LTD. Jinan Inzone Huanshan
Shopping Plaza

The relationship between the

related parties and the Company

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.
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12.Related parties and related transactions (CONTINUED)
12.1.Related party relationship (Continued)
12.1.4. Other related parties (Continued)

The relationship between the

Other related parties’ names

Inzone Group Co., LTD. Jinan Inzone Yanshan
Shopping Plaza

Inzone Group Co., LTD. Jinan Inzone China Railway

Yidu Store

Inzone Group Co., LTD. Laiwu Inzone Mall

Inzone Group Co., LTD. Weifang Inzone Mall

Inzone Group Co., LTD. Weifang Inzone Mall

(Shopping Center)

Inzone Group Co., LTD. Xijiang Huafu Branch

Inzone Group Jinan Changging Shopping Plaza

Co., LTD.

Zibo Lushang Real Estate Co., LTD.

Zibo Yilin Real Estate Development Co., LTD.

Zibo Inzone Mall Co., LTD.

Zibo Inzone Mall Co., LTD. Boshan Shopping Plaza

related parties and the Company

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.

Under the common control of Shandong Commercial
Group Co., LTD.



1 68 Lushang Life Services Co., Ltd.I Annual Report 2025

NOTES TO THE FINANCIAL STATEMENT

(Expressed in RMB unless otherwise indicated)

12.Related parties and related transactions (CONTINUED)
12.2.Related party transactions
12.2.1. Related party transactions

Transaction content

Amount in the

current period

Amount in the
previous period

Render of services

Purchase of goods and services
Lease expenditure

Lease revenue

Interest income

129,115,947.29
23,368,011.25
1,592,471.08
790,191.52
4,612,915.33

160,124,156.03
38,637,609.86
853,017.72
790,191.52
4,569,386.67

122.2. Key management remuneration

Amount in the

Amount in the

Total remuneration

current period

2,570,639.87

previous period

3,293,015.02

12.2.3. Other related party transactions

None.

12.3.Balance of receivables from and payables to related parties

123.1. Receivables

Ending balance

Provision for

Opening balance

Provision for

Book balance bad debts Book balance bad debts
Accounts Receivable 93,691,771.29 5,607,525.96 132,895,525.13 2,270,443.58
Notes receivable 22,771,523.30 43,265.89 40,274,536.11 120,823.65
Contract Assets 15,463,326.60 23,575.69 50,477,743.03 159,818.30
Prepayments 320,816.41 — 604,688.41 —
Other receivables 1,094,303.86 34,224.33 872,299.73 7,839.47
Unexpired interest receivable 680,602.74 — 679,375.00 —
Money deposited with
the finance company 309,067,845.22 — 307,380,783.75 —
12.3.2. Payables
Closing Opening
Item Balance Balance
Account payables 14,617,027.15 9,865,099.81
Contract liabilities 2,344,956.71 2,726,747.63
Lease liabilities 580,716.43 2,624,841.77
Other payables 363,736.16 318,867.70

Dividends payable

10,270,800.00

10,213,740.00
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12.Related parties and related transactions (CONTINUED)
12.4.Remuneration of directors, supervisors and employees

124.1. The remunerations of directors and supervisors are detailed as follows:

Allowances for Social securities,

directors and Salaries and  housing funds Share-based
supervisors allowances and pensions Bonuses payments

Amount in the
current period

Executive Director
Mr. Wang Zhongwu — — — — — —
Mr. Ning Daoju — 414,335.50 136,312.80 — — 550,648.30
Mr. Shao Meng — 181,170.00 73,904.88 58,502.00 — 313,576.88

Non-executive Director
Ms. Luo Ye / / / / / /
Ms. Li Lu / / / / / /

Independent Non-
Executive Director

Ms. Leung Bik San 138,448.13 — — — — 138,448.13

Ms. Chen Xiagjing 99,996.00 - — — - 99,996.00

Mr. Ma Tao 99,996.00 — — — — 99,996.00
Supervisor

Mr. Zhang Xianggian / / / / / /

Ms. Pan Meng 61,480.00 26,111.60 45,240.00 — 132,831.60

Mr. Wang Hongtao / / / / / /
Total 338,440.13 656,985.50 236,329.28 103,742.00 — 1,335,496.91

Amount in the
previous period
Executive Director

Mr. Wang Zhongwu — 310,769.60 99,242.54 — — 410,012.14
Mr. Yang Yunlong — 148,612.00 44,418.47 — — 193,030.47
Mr. Shao Meng - 184,129.00 72,365.76 — — 256,494.76

Non-executive Director

Ms. Luo Ye / / / / / /
Ms. Li Lu / / / / / /
Ms. Li Han / / / / / /

Independent Non-
Executive Director

Ms. Leung Bik San 138,409.65 — — — — 138,409.65

Ms. Chen Xiagjing 99,996.00 — — — — 99,996.00

Mr. Ma Tao 99,996.00 — — — — 99,996.00
Supervisor

Mr. Zhang Xianggian / / / / / /

Ms. Pan Meng — 152,180.00 62,080.32 — — 214,260.32

—

/ / /

-~

Mr. Wang Hongtao /

Total 338,401.65 795,690.60 278,107.09 - - 1,412,199.34
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12.Related parties and related transactions (CONTINUED)

12.4.Remuneration of directors, supervisors and employees (Continued)
124.2. The top five highest-paid individuals

Of the top five individuals with the highest remuneration for the current year, 1 is a director (previous year: none).
The remuneration of this director is included in Note “12.4.1.Remuneration has been reflected in the remuneration
of directors and supervisors.”The remuneration of the other 4 individuals (previous year: 5) is as follows:

Amount in the Amount in the

Item current period previous period
Salaries and allowances 1,342,518.20 1,680,680.96
Social securities, housing funds and pensions 424,193.04 611,047.04
Bonuses 259,637.00 —

Share-based payments — —

Total 2,026,348.24 2,291,728.00

Note: For the year 2025, the Company did not pay any remuneration to any directors, supervisors or the five highest-paid individuals
as an inducement to join or upon joining the Company, or as compensation for termination of employment.

124.3. Key management remuneration

Amount in the Amount in the

Item current period previous period
Allowances for directors and supervisors 338,440.13 338,401.65
Salaries and allowances 1,589,628.70 2,164,681.24
Social securities, housing funds and pensions 538,829.04 789,932.13
Bonuses 103,742.00 —

Share-based payments — —

Total 2,570,639.87 3,293,015.02

13.Commitments and Contingencies
13.1.Important commitments

The Group has no important commitments existing on the balance sheet date that need to be disclosed.

13.2.Important contingencies

The Group has no significant contingencies existing on the balance sheet date that need to be disclosed.
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14.Events after the balance sheet date
14.1.Profit distribution

Item Content

Profit or dividend to be distributed For the year 2025, Lushang Life Services Co., LTD. achieved a
net profit of RMB33.9488 million attributable to shareholders
of the parent company. Based on the total share capital of
Lushang Life Services Co., LTD. of 133,340,000 shares as at
December 31, 2025, cash dividends were distributed to all
shareholders at RMB0.0815 per share. The total cash dividend
for this distribution amounted to approximately RMB10.8672
million (representing a dividend payout ratio of 32.01%).

The remaining undistributed profits will be carried forward to
subsequent years.

14.2.Explanation of Other Post Balance Sheet Events

Except for the above-mentioned events after the balance sheet date, as of the date of approval of the financial report,
the Group has no other material events after the balance sheet date that should be but have not been disclosed.

15.0ther Significant Matters

None.

16.Notes to the main items in the financial statements of the parent company
16.1.Accounts receivable

16.1.1. The aging analysis of accounts receivable based on transaction dates is as follows:

Aging Ending balance Opening balance

Within 1 year 112,406,476.56  118,991,094.85
1-2 years 42,747,347.67 43,715,683.96
2-3 years 18,314,003.41 13,719,034.01
Over 3 years 14,834,443.08 11,089,871.91
Subtotal 188,302,270.72 187,515,684.73
Less: Provision for bad debts 26,672,439.12 20,897,512.79
Total 161,629,831.60 166,618,171.94

16.1.2. Disclosure by the method of provision for bad debts

Ending balance
Book balance Provision for bad debts Book value

Proportion Provisioning
Amount (%) Amount ratio (%) Amount

Provision for bad debts on an individual basis

Provision for bad debts on a collective basis 188,302,270.72 100.00 26,672,439.12 14.16 161,629,831.60
Including: Aging portfolio 129,367,409.26 68.70 25,702,021.65 19.87 103,665,387.61
Related party portfolio 58,934,861.46 31.30 970,417.47 1.65 57,964,443.99

Total 188,302,270.72 100.00 26,672,439.12 14.16 161,629,831.60
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16.Notes to the main items in the financial statements of the parent company
(CONTINUED)

16.1.Accounts receivable (Continued)
16.1.2. Disclosure by the method of provision for bad debts (Continued)

Opening balance
Book balance Provision for bad debts Book value

Proportion Provisioning
Amount (%) Amount ratio (%) Amount

Provision for bad debts on an individual basis

Provision for bad debts on a collective basis 187,515,684.73 100.00 20,897,512.79 11.14 166,618,171.94
Including: Aging portfolio 123,991,405.12 66.12 20,477,990.95 16.52 103,513,414.17
Related party portfolio 63,524,279.61 33.88 419,521.84 0.66 63,104,757.77
Total 187,515,684.73 100.00 20,897,512.79 11.14 166,618,171.94

(1) Aging portfolio

Ending balance

Provision for Provisioning

Book balance bad debts ratio (%)

Within 1 year 74,373,217.06 3,629,412.99 4.88
1-2 years 26,761,465.05 3,904,497.75 14.59
2-3 years 14,133,711.89 4,069,095.65 28.79
Over 3 years 14,099,015.26 14,099,015.26 100.00
Total 129,367,409.26 25,702,021.65 —

(2) Related party portfolio

Ending balance

Provision for Provisioning

Book balance bad debts ratio (%)

Within 1 year 38,033,259.50 72,116.16 0.19
1-2 years 15,985,882.62 94,316.71 0.59
2-3 years 4,180,291.52 68,556.78 1.64
Over 3 years 735,427.82 735,427.82 100.00

Total 58,934,861.46 970,417.47 —
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16.1.Accounts receivable (Continued)

NOTES TO THE FINANCIAL STATEMENT

(Expressed in RMB unless otherwise indicated)

Lushang Life Services Co., LtdI Annual Report 2025

16.1.3. Provision for bad debts on accounts receivable accrued, recovered or reversed during the period

Provision for bad debts on
an individual basis
Provision for bad debts on

Opening
balance

Changes during the period

Recover or
Accrue Reverse

Transfer or
Write off

Ending
balance

a collective basis 20,897,512.79 5,774,926.33 — —  26,672,439.12
Including: Aging portfolio 20,477,990.95 5,224,030.70 — —  25,702,021.65
Related party portfolio 419,521.84 550,895.63 — — 970,417.47
Total 20,897,512.79 5,774,926.33 — —  26,672,439.12

16.1.4. Notes receivable actually written off during the year

None.

16.1.5. The situation of the top five accounts receivable and contract assets at the end of the period, aggregated

by the debtor.

Zibo Boshan District Municipal, Garden and

Balance of
accounts
receivable

Balance of
contract assets

Balance of
accounts
receivable and
contract assets

Proportion of
the total ending
balance (%)

The total of
provisions for
bad debts

Environmental Sanitation Service Center 12,840,492.09 — 12,840,492.09 6.82 1,126,051.77
Haerbin Lushang Real Estate Co., LTD. 6,733,941.04 — 6,733,941.04 3.58 12,794.49
Heze Lushang Real Estate Co., LTD. 6,521,046.72 - 6,521,046.72 346 35,658.02
Shandong Yinwan Property Group Co., LTD. 5,352,457.42 — 5352,457.42 2.84 261,199.92
Shandong Institute of Commerce and Technology 5,176,379.42 — 5,176,379.42 275 9,835.12
Total 36,624,316.69 — 36,624,316.69 19.45 1,445,539.32

173
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16.Notes to the main items in the financial statements of the parent company
(CONTINUED)

16.2.0ther receivables

Ending Opening

Item balance balance
Other receivables 10,108,762.64 3,714,283.93
Total 10,108,762.64 3,714,283.93

16.2.1. Disclosure by nature

Ending Opening

Nature balance balance
Security deposit, deposit 2,398,558.60 1,035,965.00
Advanced social security and housing fund 196,762.63 171,553.91
Payments for projects 400,850.00 400,850.00
Related party transactions 2,147,060.15 1,884,958.50

POS in-transit funds, etc. 2,750,620.62 383,576.00
Residential maintenance fund 2,729,246.42 298,514.00
Others 101,248.54 121,025.55
Subtotal 10,724,346.96 4,296,442.96
Less: Provision for bad debts 615,584.32 582,159.03
Total 10,108,762.64 3,714,283.93

16.22 Disclosure by aging

Ending Opening

Aging balance balance
Within 1 year 8,680,033.80 3,066,720.99

1-2 years 925,859.25 61,319.59

2-3 years 18,251.53 128,361.34
Over 3 years 1,100,202.38 1,040,041.04
Subtotal 10,724,346.96 4,296,442 .96
Less: Provision for bad debts 615,584.32 582,159.03

Total 10,108,762.64 3,714,283.93
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16.Notes to the main items in the financial statements of the parent company
(CONTINUED)

16.2.0ther receivables (Continued)
16.23. Disclosure by the method of provision for bad debts

Ending balance

Book balance Provision for bad debts
Proportion Provisioning

Amount (%) Amount ratio (%) Book value

Provision for bad debts on an individual basis 177,303.91 1.65 177,303.91 100.00 -
Provision for bad debts on a collective basis 10,547,043.05 98.35 438,280.41 4.16 10,108,762.64
Including: Related party portfolio 2,147,060.15 20.02 33,027.16 1.54 2,114,032.99
Low risk portfolio 7,908,902.42 73.75 - - 7,908,902.42

Aging portfolio 491,080.48 4,58 405,253.25 82.52 85,827.23

Total 10,724,346.96 100.00 615,584.32 5.74 10,108,762.64

Opening balance

Book balance Provision for bad debts
Proportion Provisioning

Amount (%) Amount ratio (%) Book value

Provision for bad debts on an individual basis 177,303.91 4.13 177,303.91 100.00 —
Provision for bad debts on a collective basis 4,119,139.05 95.87 404,855.12 9.83 3,714,283.93
Including: Related party portfolio 1,884,958.50 43.87 2,337.12 0.12 1,882,621.38
Low risk portfolio 1,783,330.55 4151 — — 1,783,330.55

Aging portfolio 450,850.00 10.49 402,518.00 89.28 48,332.00

Total 4,296,442.96 100.00 582,159.03 13.55 3,714,283.93

(1) Other receivable for which bad debt provision is made on an individual basis

Ending balance Opening balance
Book  Provision for Book  Provision for  Provisioning
balance bad debts balance bad debts ratio (%)  Reason for provision
Owner maintenance fee 3,750.00 3,750.00 3,750.00 3,750.00 100.00  Recovery risk is expected
Jinan Red police safety 2,000.00 2,000.00 2,000.00 2,000.00 100.00  Recovery risk is expected
technical service Co., LTD
Others 171,553.91 171,553.91 171,553.91 171,553.91 100.00  Recovery risk is expected

Total 177,303.91 177,303.91 177,303.91 177,303.91 10000 —
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16.Notes to the main items in the financial statements of the parent company
(CONTINUED)

16.2.0ther receivables (Continued)
16.23. Disclosure by the method of provision for bad debts (Continued)
(2) Other receivable with bad debt provision based on grouping of credit risk characteristics

@ Related party portfolio

Ending balance

Provision for Provisioning

Book balance bad debts ratio (%)

Within 1 year 1,774,201.15 898.58 0.05
1-2 years 342,159.00 2,018.74 0.59
2-3 years 600.00 9.84 1.64
Over 3 years 30,100.00 30,100.00 100.00
Total 2,147,060.15 33,027.16 —

@ Low risk portfolio

Ending balance

Provision for Provisioning

Book balance bad debts ratio (%)

Within 1 year 6,815,602.17 — —
1-2 years 583,700.25 — —
2-3 years 14,500.00 — —
Over 3 years 495,100.00 — —
Total 7,908,902.42 — —

® Aging portfolio

Ending balance

Provision for Provisioning

Book balance bad debts ratio (%)

Within 1 year 90,230.48 4,403.25 4.88
Over 3 years 400,850.00 400,850.00 100.00

Total 491,080.48 405,253.25 —
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16.Notes to the main items in the financial statements of the parent company
(CONTINUED)

16.2.0ther receivables (Continued)
16.23. Disclosure by the method of provision for bad debts (Continued)

(3) Provision for bad debts of other receivables in ECL general approach

Stage 1 Stage 2 Stage 3

Lifetime Lifetime

Expected credit expected credit expected

losses over the  losses (no credit credit losses

Provision for bad debts next 12 months impairment) (credit-impaired)
Opening balance 4,005.12 578,153.91 582,159.03

Opening balance in the current

period — — — —

- Transfer into stage 2 — — — _
- Transfer into stage 3 — — — _
- Reverse to stage 2 — — — _
- Reverse to stage 1 — — — _
Accrue in the period 33,425.29 — — 33,425.29
Reverse in the period — — — —
Transfer in the period — — — _
Write-off in the period — — — _
Other changes — — — _
Ending balance 37,430.41 — 578,153.91 615,584.32

16.2.4. Provision for bad debts on other receivables accrued, recovered or reversed during the period

Changes during the period

Opening Recover or Transfer or Ending
balance Accrue Reverse Write off balance

Provision for bad debts on

an individual basis 177,303.91 — — — 177,303.91
Provision for bad debts on

a collective basis 404,855.12 33,425.29 — — 438,280.41

Including: Related party portfolio 2,337.12 30,690.04 — — 33,027.16

Low risk portfolio — — — — —

Aging portfolio 402,518.00 2,735.25 — — 405,253.25

Total 582,159.03 33,425.29 — - 615,584.32

16.2.5. Other receivables actually written off in the current period

None.

177
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16.Notes to the main items in the financial statements of the parent company
(CONTINUED)

16.2.0ther receivables (Continued)
16.26. The situation of the top five other receivables at the end of the period, aggregated by the debtor

Proportion of

total other

Ending receivables Provision for

balance (%) bad debts

Jinan Public Security Housing Service Center Public 2,729,246.42 Within 1 year, 25.45 —

Maintenance Fund 1-2 years

Etong-Jinfu Payment Co., LTD. POS In-Transit 2,612,733.30 Within 1 year 24.36 —
Funds

Shandong Licheng Shanlin Related Party 1,301,261.67 Within 1 year 1214 —
Catering Management Co., LTD. Balances

Guangzhou Ehui Trading Co., LTD. Security Deposit 500,000.00 Within 1 year 4.66 —

Zhangdian District Youdongxi Imaging Studio Security Deposit 500,000.00 Within 1 year 4.66 -

Total - 7,643,241.39 - .27 -

16.3.Long-term equity investments

Ending balance Opening balance
Provision for Provision for
Book balance impairment Book value Book balance impairment Book value
Investments in subsidiaries 28,334,477.17 — 28,334,477.17 46,887,489.30 — 46,887,489.30
Investments in associates and
joint ventures 36,931,107.62 — 36,931,107.62 — — —
Total 65,265,584.79 — 65,265,584.79 46,887,489.30 - 46,887,489.30

16.3.1. Investments in subsidiaries

Changes in current period
Provision for Provision for

Opening impairment Ending impairment
balance - Opening Increase Reduce Provision for balance - Ending
[nvestee (Book value) balance  investments investments impairment Others  (Book value) balance

Shandong Chengfa garden engineering

Co., LD 19,783,012.13 - - - - -19,783,012.13 = =
Shandong Lushang Architectural design

(o, LD 17,213,765.66 - - - - —  17,213,765.66 -
Shandong Licheng Shanlin Catering

Management Co., LTD. 5,000,000.00 - - - - — 5,000,000.00 -
Da'antong (Shandong) Mechanical and

Electrical Equipment Engineering

(o, ltd. 4,890,711.51 - - - - — 489071151 =
Shandong Lushang Tang ‘an Property

(o, LD - - 1,230,000.00 - - - 1,230,000.00 -
Total 46,887,489.30 — 1,230,000.00 - — 1978301213 28334471107 -
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16.Notes to the main items in the financial statements of the parent company

(CONTINUED)
16.3.Long-term equity investments (Continued)
16.3.2. Investments in Associates and Joint Ventures

Investee

Investment
Income/(Loss)
Recognised
under Equity
Method

Beginning
Balance of
Impairment
Provision

Additional
Investment

Investment
Reduction

Beginning
Investee Units Balance
I. Associated Enterprises
Shandong Chengfa garden

engineering Co., LTD - - - - 1,819552.06

Comprehensive
Income
Adjustments

Changes during the Year

Other

Other
Changes
in Equity

Declared
Cash
Dividends
or Profit

Impairment
Provision

Recognised Others

35,111,555.56

Ending

Balance of

Ending
Balance

Impairment
Provision

36,931,107.62 -

Total - - - — 181955206

35,111,555.%6

36,931,107.62 -

16.4.0perating revenue and operating costs

16.4.1. Operating revenue and operating costs

Amount in the current period

Revenue

Main business
Other business

469,683,738.08
106,918.35

381,664,222.28

Cost Revenue
468,437,847.49
1,148,679.98

Amount in the previous period

Cost

381,810,782.46
332,302.68

Total

469,790,656.43

381,664,222.28

469,586,527.47

382,143,085.14

16.4.2. The situation of the revenue generated by the contract

Contract classification

Amount in the current period

Service type

Main business

Other business

Including: Property management services 338,376,312.07 106,918.35 338,483,230.42
Community value-added services 115,037,032.8 — 115,037,032.8
Value-added services to non-property owners 16,270,393.21 — 16,270,393.21
Classified by operating area

Including: China 469,683,738.08 106,918.35 469,790,656.43
Classification by the time of the transfer of services

Including: Transfer at a point in time 63,211,025.04 106,918.35 63,317,943.39
Transfer over time 406,472,713.04 - 406,472,713.04
Total 469,683,738.08 106,918.35 469,790,656.43
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16.Notes to the main items in the financial statements of the parent company
(CONTINUED)

16.4.0perating revenue and operating costs (Continued)

16.4.2. The situation of the revenue generated by the contract (Continued)

Amount in the previous period

Contract classification Main business Other business

Service type

Including: Property management services 324,955,532.44 1,148,679.98 326,104,212.42
Community value-added services 127,372,575.83 — 127,372,575.83
Value-added services to non-property owners 16,109,739.22 — 16,109,739.22
Classified by operating area

Including: China 468,437,847.49 1,148,679.98 469,586,527.47
Classification by the time of the transfer of services

Including: Transfer at a point in time 79,744,704.94 — 79,744,704.94
Transfer over time 388,693,142.55 1,148,679.98 389,841,822.53
Total 468,437,847.49 1,148,679.98 469,586,527.47

16.5.Income from investments

Amount in the Amount in the
Item current period previous period
Income from long-term equity investments accounted for
using the equity method 1,819,552.06 —
Investment income from disposal of long-term equity investments — 1,864,250.00
Gain arising from the remeasurement of the remaining equity
investment at fair value after loss of control 7,527,307.75 —

Total 9,346,859.81 1,864,250.00
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17.Supplementary Information
17.1.Current non-recurring profit and loss schedule

Amount in the

Item current period Description
Gains or losses from disposal of non-current assets -41,036.71

(including the write-off part of the accumulated impairment losses)
Government grants that are included in profit or loss for the current period 168,000.00

(those closely related to the company’s normal business operations,
conforming to government policies and regulations, enjoyed under certain
standards, and affecting the Company's profit or loss continuously, are

excluded)
Other non-operating income and expenses other than the above-mentioned 75,272.10
items
Other items of profit or loss that meet the definition of non-recurring profit -224,680.27 Investment
and loss income from
loss of control
resulting from
subsidiary
capital increase
Subtotal -22,444 .88
Less: Effects of income tax 1,909,966.27
Effects of non-controlling interests (after tax) 17,561.04
Total -1,932,411.15 —

17.2.Return on equity and earnings per share

EPS
Weighted Basic Diluted

average return earnings earnings
Profit for the reporting period on equity (%) per share per share

Net profit attributable to the common stock shareholders

of the parent company 5.82 0.25 0.25
Net profit attributable to the common stock shareholders

of the parent company after deducting non-recurring

profit and loss 6.12 0.27 0.27
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For the year ended 31 December

2025 2024 2023 2022 2021

RMB’000 RMB’'000 RMB’000 RMB’000 RMB’000

Revenue 570,699 608,919 621,022 627,734 582,803
Profit before tax 45,616 59,103 51,058 101,169 97,809
Income tax (11,420) (13,978) (10,798) (22,737) (20,792)
Profit for the year 34,196 45,125 40,260 78,432 77,017

Profit attributable to

— Owners of the Company 33,949 45,091 39,431 76,878 75,810
— Non-controlling interests 247 33 829 1,554 1,207
34,196 45,125 40,260 78,432 77,017

At 31 December

2025 2024 2023 2022 2021
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Total assets 850,441 929,093 900,804 859,237 634,396
Total liabilities 260,185 360,263 377,099 355,890 333,952
Net assets 590,256 568,830 523,705 503,347 300,444

Note: The five year financial highlights of this announcement uses the data for the year ended December 31, 2023 before the restatement for
comparison to more accurately reflect the actual operating status of the Company.
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