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CHAIRMAN'S STATEMENT

DEAR SHAREHOLPERS,

N

On betalf of the Board of Directors (the “Board”) of China Yurun Food Group Limited ( “Yurun Food” or the “szpany 7
together with Its subsidiarres, the “Gmup "), [ am pleased to present the annual results of the Group for the year ended

3/ December 202 (the “Review Year”).

BUSINESS REVIEW

In 2025, the global economy remained in a phase of
profound adjustment, characterized by complex and
challenging international dynamics and continuously evolving
trade patterns. Domestically, the government focused
on promoting high-quality development, implementing a
series of policies aimed at expanding domestic demand
and stimulating consumption to invigorate market vitality.
The consumer market exhibited a steady recovery trend.
Against this backdrop, the Group resolutely implemented its
strategic plans, proactively addressed challenges, seized

opportunities arising from the consumption rebound, and

continued to drive business enhancement and efficiency

improvements.

During the Review Year, the Group continued to deepen
its focus on the “Haroulian” series of brands, further
strengthening their core values. By leveraging omnichannel
synergies both online and offline, we enhanced brand
influence and consumer loyalty. We closely monitored
changing consumption trends, increased efforts in product
innovation, and continuously enriched our product portfolio
while optimizing the product structure and improving product

quality. This was done to better meet the increasingly



diversified needs of consumers, centering on demands for
health, convenience, and personalization. Thanks to the
concerted efforts and supports of all employees, distributors,

and partners throughout the year.

The Group will firmly grasp the opportunities presented
by consumption upgrading and market recovery. We will
remain focused on our core business, reinforce the brand’s
core positioning of “Healthy, High-Quality, and Delicious”,
strengthen R&D innovation and supply chain management,
continuously enhance operational efficiency and market
competitiveness, and drive the Group towards sustainable,

high-quality development.

OUTLOOK

Looking ahead to 2026, although uncertainties persist in
the external environment, with the ongoing implementation
of national policies to stabilize growth and promote
consumption, the potential of domestic demand is expected
to be further unleashed. The domestic economy is anticipated
to maintain stable and positive development. The Group will
actively seize policy and market opportunities, continue to
be driven by innovation and centered on our brands, and
constantly improve product strength and channel capabilities

to consolidate and expand our market share.

As a brand that carries century-old craftsmanship and
culture, “Haroulian” will always uphold its founding
aspirations, adhering to the use of fresh meat ingredients
and traditional techniques. Simultaneously, guided by
technological innovation, we will promote the deep
integration of classic flavors with health-conscious concepts,
continuously inheriting and promoting the culture of Chinese

cuisine.

CHAIRMAN'S STATEMENT

ACKNOWLEDGEMENTS

In 2025, we worked together in unity, overcame difficulties,
and progressed steadily amidst challenges. Here, on behalf
of the Board, | would like to express our most sincere
gratitude to all shareholders, customers, and partners for
your consistent support and trust in Yurun Food. At the same
time, we extend our thanks to all employees for their hard
work and dedication. Your efforts and commitment have
provided a solid foundation for the Group’s development.
Moving forward, we will continue to advance together, with
steadfast confidence and an innovative spirit, to jointly create

a brighter future for Yurun Food.

Zhu Yuan
Chairman

Hong Kong, 26 March 2026
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MANAGEMENT DISCUSSION AND ANALYSIS

INDUSTRY REVIEW

In 2025, the global economic landscape continued to
undergo in-depth adjustments with persistent uncertainties.
However, domestic macroeconomic policies were
implemented coordinately and the endogenous momentum
of the economy strengthened steadily, keeping overall
economic performance remained within a reasonable range.
According to data from the National Bureau of Statistics,
the gross domestic product (“GDP”) achieved steady
growth for the full year. In the first half of the year, GDP
reached Renminbi (“RMB”) 66,053.6 billion, representing
a year-on-year increase of 5.3% at constant prices, with
continued effectiveness in economic structural optimisation
and upgrading. Alongside the gradual improvement in
residents’ employment and income expectations, vitality in
the consumer market was further stimulated, and the growth
rate of total retail sales of consumer goods stabilised and
rebounded. Although the consumer price index decreased
by 0.1% year-on-year in the first half of the year due to weak
consumer willingness, it maintained a generally moderate
operating trend throughout the year, laying a macroeconomic
foundation for the development of the meat processing

industry.

The hog farming industry, following the earlier production
capacity reductions, entered a critical phase of supply-
demand rebalancing in 2025. Throughout the year, hogs
slaughtered increased by 2.4% year-on-year to 719.73
million heads, and pork production reached 59.38 million
tons, representing a year-on-year increase of 4.1%. As at 31
December 2025, the national hog inventory stood at 429.67
million heads, reflecting a 0.5% year-on-year increase. The
supply of hogs generally trended towards stabilisation, and
price fluctuations narrowed from previous years. The industry
is witnessing significant polarization with the accelerated
advancement of large-scale and standardized operations,
alongside ever-tightening regulatory requirements for
environmental protection, disease prevention, and food
safety, driving further concentration of resources towards
leading enterprises with comprehensive advantages. On
the consumption side, consumers’ recognition of the quality,
safety and brand of pork products continued to increase, with
growing demand for healthier and more convenient options,
particularly the rapid growth in demand for healthy meat
products such as reduced-salt items, pushing the industry up

the value chain. The Group believes that enterprises with full
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MANAGEMENT DISCUSSION AND ANALYSIS

industry chain control capabilities, strong brand influence and
sustained innovation capabilities will gain greater competitive
advantages, and industry concentration is expected to

increase further.

BUSINESS REVIEW

In 2025, the Group proactively responded to external
challenges including changes in the market environment,
fluctuations in hog prices and intensifying industry
competition. The Group steadfastly executed its established
development strategy, focused on its core business,
optimised operational measures, and strived for stable
business development. The Group maintained its focus
on the core brand “Haroulian”, taking product innovation
and quality enhancement as the core drivers. It closely
grasped the trends of consumption recovery and upgrading,
deepened product structure optimisation, and focused on
strengthening the research, development and marketing of
high value-added products such as chilled pork and low-
temperature meat products (“LTMP”), committing to meet
consumers’ increasingly diversified, personalised demands

for healthy and delicious products.

During the Review Year, the Group effectively enhanced
its resilience against risks and market competitiveness by
strengthening supply chain management, implementing
refined cost control, improving operational efficiency, and
deepening its online and offline omni-channel presence.
Concurrently, the Group continued to promote brand
rejuvenation and digitalisation, strengthening interaction
and emotional connection with consumers, thereby further
solidifying brand reputation and customer loyalty. Although
overall revenue declined in the first half of the year due to
factories such as the streamlining of production capacity
at certain slaughterhouses and the cessation of operations
upon expiry of lease agreements for some processing plants,
the Group’s operational performance steadily improved
following the gradual implementation of operating strategies
in the second half of the year, laying a solid foundation for

achieving sustainable business growth.

Product Quality and Research & Development

The Group consistently regards food safety and product
quality as the lifeline of its survival and development,
adhering to the principle of "Quality First”. In 2025, the Group
continued to improve its "farm-to-table” whole-chain quality
control system. Strict, high-standard quality control measures
were implemented at every stage — from raw material
procurement, production processing, inspection and testing
to logistics and distribution — ensuring that every product
delivered to consumers is safe, reliable and of high quality,

guaranteeing the stability and consistency of product quality.

In terms of research and development and innovation, the
Group leveraged its in-depth cooperation with scientific
research institutions such as Northeast Agricultural
University to continuously apply cutting-edge scientific and
technological achievements to product development and
process improvement. By closely tracking market trends,
we successfully launched several new products aligned
with modern healthy eating concepts and upgraded the
quality of existing product lines. The technological progress
awards received are a strong testament to our continued
investment in technological innovation and our technology-
driven development approach. In the future, we will continue
to increase investment in research & development, deepen
industry-university-research collaboration, and strive to create

more value for consumers.

Sales and Distribution

In 2025, the Group continued to optimise its business
portfolio, clearly identifying the high value-added LTMP
business as the core development focus. This business
segment, leveraging precise market positioning and
effective marketing strategies, has maintained a good
growth momentum, with its revenue contribution continuously
increasing, and it remains the Group’s primary source of
income. Although the upstream slaughtering segment has
been a reduction in volume due to the strategic streamlining
in 2025, the Group has effectively optimised its profitability by

improving operational efficiency and focusing on high-margin



MANAGEMENT DISCUSSION AND ANALYSIS

products, thereby ensuring the overall stability of its core
operations. Concurrently, the Group has continuously refined
its sales network. On one hand, it has cultivated traditional
offline channels intensively, strengthening cooperation ties
with distributors. On the other hand, it has actively expanded
new retail channels, leveraging digital tools to achieve
more efficient and precise customer reach and service,
further broadening market coverage and enhancing market

penetration.

Production Facilities and Capacity

Based on the capacity optimisation adjustments completed
in 2024, the Group’s production layout in 2025 became more
focused and efficient, with production resources further tilted
towards high value-added products. As at 31 December
2025, the annual production of the Group’s capacity for
upstream slaughtering segment and downstream processed
meat products segment was approximately 2.35 million
heads and 20,000 tons, respectively, which was in line
with the annual production capacity at the end of 2024.
The current production configuration is highly aligned with
the Group’s strategic objectives of focusing on high value-
added products and enhancing asset operating efficiency,
effectively preventing capacity idling and improving asset

utilisation.

In terms of production technology upgrades, the Group has
actively introduced advanced automation equipment, such
as automated packaging lines and automated palletisers,
achieving automation and intellectualisation of production
processes. This has not only improved production efficiency
but also reduced production costs. Looking ahead, the
Group will, based on market developments and business
growth needs, tap into the potential of existing capacity
through timely technological upgrades and other measures,
continuously optimise production processes, enhance
production efficiency, and provide solid production capacity

support for the future development of the business.

Management Summary and Outlook

In 2025, navigating a complex market environment,
the Group adhered to its core strategy, focused on
advantageous businesses, and achieved certain results in
product innovation, quality control, and channel optimisation.
It effectively responded to various external challenges
and consolidated its core competitiveness. Meanwhile,
the management is fully aware that the Group still faces
challenges such as net liabilities and the need to improve
the profitability of certain business segments. Intensifying
industry competition also imposes higher requirements on

future development.

Looking ahead, with the continuous improvement of the
domestic macroeconomic environment and the further
release of vitality in the consumer market, the trend
towards healthier and large-scale development in the meat
processing industry will become more pronounced. The
Group’s management will continue to lead all employees
in steadfastly executing the development strategy. On one
hand, we will continue to increase research and development
investment, deepen product structure upgrades, focus on
healthy, high value-added products, and consolidate core
brand advantages. On the other hand, we will continue to
optimise the debt structure, enhance operating efficiency,
strengthen whole-chain quality control, deepen the integration
of online and offline channels, strive to improve the financial
position, and achieve the goal of moving from net liabilities
to net assets. Through these efforts, we aim to promote the
Group’s sustainable and healthy development and better

reward shareholders and society.
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MANAGEMENT DISCUSSION AND ANALYSIS

FINANCIAL REVIEW AND KEY PERFORMANCE
INDICATORS

The Group recorded revenue of HK$446 million (2024
HK$992 million) for the Review Year. During the Review Year,
the loss attributable to equity holders was approximately
HK$71 million (2024: HK$39 million). Basic and diluted loss
per share was HK$0.039 (2024: HK$0.021).

The Board and the management assessed the business
development, performance, and position of the Group

according to the following key performance indicators.

REVENUE
Chilled and Frozen Meat

During the Review Year, in response to declining pork
consumption, the Group strategically reduced production at
certain factories with lower profit margins to enhance overall
efficiency. As a result, the slaughtering volume decreased
from approximately 250,000 heads to approximately 34,000
heads by 86.4%. This decline affected the overall revenue
from the upstream business decreased by 78.8% to HK$117
million (2024: HK$552 million). Among these, revenue from
chilled pork was HK$69 million (2024: HK$479 million) and
approximately 59% (2024: 87%) of the total revenue of the
upstream business. The revenue of frozen pork amounted
to HK$48 million (2024: HK$73 million), representing
approximately 41% (2024: 13%) of the total revenue of the

upstream business.

Processed Meat Products

During the Review Year, sales of processed meat products
of the Group was HK$329 million (2024: HK$440 million),
decreased by approximately 25.2% compared to last year.

Among these, revenue from LTMP was HK$317 million (2024:
HK$294 million), accounting for approximately 96% (2024:
67%) of the total revenue from processed products and
serving as the primary source of income for the processed

meat segment.

The lease agreements of the Group’s certain processed
plants that produced high-temperature meat products
("HTMP”) expired on 31 December 2024. Therefore, the sales
of HTMP was dropped during the Review Period. Revenue
from HTMP was HK$12 million (2024: HK$146 million),
representing approximately 3% (2024: 15%) of the Group’s
total revenue and approximately 4% (2024: 33%) of the total

revenue of the processed meat segment, respectively.

Gross Profit and Gross Profit Margin

During the Review Year, the Group focused on downstream
business which had a higher gross profit margin, driving
the Group’s overall gross profit margin significantly increase
from 11.6% to 31.0%, representing 19.4 percentage point

increment.

For the upstream business, the gross profit margins for chilled
pork and frozen pork were 5.9% and 2.4% respectively
(2024: 1.1% and -2.5% respectively). The overall gross profit
margin of the upstream segment was 4.5%, representing
an increase of 3.9 percentage point from 0.6% in last year.
This improvement was primarily driven by optimizing the
business structure, enhancing core competitiveness, and
upgrading the operating model. Specifically, the Group
shifted from traditional slaughtering and processing towards
refined cutting, brand building, and the production of high-
value-added products. As a result, the gross profit margin

improved during the Review Year.



MANAGEMENT DISCUSSION AND ANALYSIS

In respect of the downstream processed meat segment,
the gross profit margin for LTMP was 41.8% (2024: 29.5%),
which is significantly increased by 12.3 percentage point.
The primary reason for this was the suspension of production
at factories with lower profit margins. The gross profit
margin for HTMP decreased from 17.3% to 6.2%. It was
mainly affected by promotional price cuts resulting from the
short remaining shelf life of products from the suspended
factories. The overall gross profit margin for the downstream
business was 40.4%, a sharply increase of 15.0 percentage
point compared to 25.4% in last year was the result of an

improvement for LTMP segment during the Review Year.

Other Net Income

During the Review Year, the Group recorded other net
gain of approximately HK$7 million (2024: HK$96 million).
It was primarily attributable to the one-off written-off lease
liabilities and gain on extinguishment of debt and gain on
disposal of subsidiary recognised in last year, amounting to
approximately HK$117 million and HK$18 million respectively;
a decrease in the written-off value-added tax recoverable of
approximately HK$35 million was recognised for the Review
Year; and a decrease in the written-off property, plant and
equipment of approximately HK$22 million was recognised

for the Review Year.

Impairment Losses on Non-Current Assets

As at 31 December 2025, the Board evaluated the non-
current assets of the Group in accordance with the
requirements of the “International Accounting Standard
36 — Impairment of Assets” (IAS 36). With reference to the
valuation assessment results of the recoverable amount
of property, plant and equipment of those non-operating
production bases conducted by an independent professional
valuer, no impairment loss (2024: HK$42 million) was

recognised for the Review Year.

However, certain items of construction in progress were
determined by management of the Company to be damaged
and with no value, and accordingly, an impairment loss of

HK$17 million was recognised in the Review Year.

Operating Expenses

Operating expenses included distribution expenses and
administrative and other operating expenses. During
the Review Year, operating expenses of the Group were
approximately HK$168 million (2024: HK$195 million),
accounting for 37.7% (2024: 19.7%) of the Group’s revenue,
which included an impairment loss for trade and other
receivables of approximately HK$50 million (2024: HK$55

million).

Results of Operating Activities
During the Review Year, the Group’s operating loss was

approximately HK$23 million (2024: profit of approximately
HK$16 million).

Net Finance Costs

During the Review Year, the net finance costs of the Group
were approximately HK$49 million (2024: HK$52 million),
which was rather stable when compared with the last

corresponding period.

Income Tax

During the Review Year, no any income tax was incurred. The

income tax credit was approximately HK$45,000 for 2024.

FINANCIAL RESOURCES

As at 31 December 2025, the Group’s cash and cash
equivalents was HK$18 million, representing a decrease of
56% as compared to HK$41 million as at 31 December 2024.
Of this, approximately 96% (2024: 93%) was denominated in
RMB, and approximately 1% (2024: 3%) was denominated
in US Dollars (“USD”), with the remaining amount in other

currencies.
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MANAGEMENT DISCUSSION AND ANALYSIS

As at 31 December 2025, the Group had outstanding bank
borrowings of HK$437 million, representing a decrease of
HK$7 million from HK$444 million as at 31 December 2024,
of which HK$381 million of bank borrowings were due within
one year (2024: HK$370 million). During the Review Year,
the Group repaid bank borrowings of approximately HK$21
million. Please refer to the paragraph headed “Breach of
Borrowings Agreements” below for the details regarding the

Group’s breach of borrowings agreements.

All borrowings were denominated in RMB, which was the
same as the borrowings as of 31 December 2024. As at 31
December 2025, the Group’s fixed-rate debt ratio was 94%
(2024: 94%).

During the Review Year, the Group’s net cash outflow was
primarily attributable to net outflows from operating activities
and the repayment of bank borrowings. During the Review
Year, the capital expenditure was approximately HK$9 million
(2024: HK$14 million).

BREACH OF BORROWINGS AGREEMENTS

As at 31 December 2025, the Group could not fulfil certain
covenants imposed by the bank on the bank borrowings
of HK$352 million (2024: HK$344 million). All of these bank
borrowings and the accrued interest of HK$301 million (2024:

HK$251 million) were overdue.

The above bank borrowings were secured by corporate
guarantees provided by certain restructuring companies.
Such debts have been incorporated as part of the
consolidated restructuring as mentioned in the Company’s
2021 and 2022 annual financial reports. As disclosed in
the Company’s announcement dated 30 January 2022, the
structuring plan was approved and adjudicated effective
by the Court on 28 January 2022, together with the Court’s
ruling that the banks can realise their rights as creditors to
convert the debts owed to them to equity interests in the new
platform. If the rights have been confirmed by the Court, but
the banks do not realise their rights as creditors to receive
the debts repayments and/or to convert the debts owed to
them to equity interests in the new platform pursuant to the
restructuring plan, the Administrator shall deposit the debts
repayments allocated to those creditors to the Administrator’s
bank account or its designated bank account, or shall hold
such equity interests allocated to those creditors in the new
platform on their behalf by a designated company. Within
three years commencing from the date of completion of
the restructuring plan, the creditors may still receive the
debts repayments and/or the equity interests in the new
platform allocated to them upon realising their rights. If the
creditors fail to realise their rights as creditors to receive the
debts repayments and/or convert the debts owed to them
to equity interests in the new platform within the prescribed
time frame due to their own inaction, their rights under the
restructuring plan are deemed to have been forgone. If the
banks do not realise their rights as creditors by converting
the debts owed to them to equity interests in the new
platform, the bank borrowings would not be extinguished
automatically and the relevant legal proceedings would not
be discharged automatically. The banks may continue to
seek recourse against the borrower (being a subsidiary of the
Group) in accordance with the respective loan agreements.
Subsequent to 31 December 2025 and up to the date of this

report, the aforesaid bank borrowings had not been renewed.



MANAGEMENT DISCUSSION AND ANALYSIS

The Group has been closely communicated with the state-
owned and national commercial bank in China regarding the
remaining overdue bank borrowings with principal amount
of HK$352 million to extend, renew and/or amend the term
of the outstanding bank borrowings. During the course of
communication, the Group was given to understand that the
bank would not take any radical actions against the Group
and all parties hoped that the Group can sustain normal
operations. As such, the Board believes that the likelihood
of immediate repayment demand is not high and the above
matters do not have significant adverse impact on the

operations of the Group.

IMPACT OF THE DISCLAIMER OF OPINION ON
THE COMPANY'’S FINANCIAL POSITION

Should the Group fail to achieve the intended effects resulting
from the plans and measures as disclosed in note 3(b) to the
consolidated financial statements of the Group for 2025, it
might not be able to continue to operate as a going concern,
and adjustments would have to be made to write down the
carrying values of the Group’s assets to their net realisable
amounts, to provide for any further liabilities which might
arise, and to reclassify non-current assets and non-current
liabilities as current assets and current liabilities respectively.
The effects of these adjustments have not been reflected in

these consolidated financial statements.

ASSETS AND LIABILITIES

As at 31 December 2025, the total assets of the Group
were HK$486 million (2024: HK$645 million), representing
a decrease of HK$159 million compared to 31 December
2024. The Group’s total liabilities as at 31 December 2025
were HK$1.238 billion, a decrease of HK$115 million from
HK$1.353 billion as at 31 December 2024.

As at 31 December 2025, the property, plant, and equipment
of the Group amounted to HK$152 million (2024: HK$199
million), a decrease of HK$47 million from 31 December
2024. The decrease was mainly due to the disposal of

property, plant and equipment with a net book value of

approximately HK$21 million, the impairment on property,
plant and equipment of approximately HK$18 million and

depreciation charged during the Review Year.

As at 31 December 2025, the lease prepayments of the
Group amounted to HK$35 million (2024: HK$35 million).
This represented the purchase cost of land use rights of the
Group which was amortised on a straight-line basis over the

respective period of the rights.

As at 31 December 2025, the Group’s trade and other
receivables amounted to HK$223 million (2024: HK$287
million), which represented a decrease of HK$64 million. It
was mainly due to the impairment losses on trade and other

receivables of approximately HK$50 million.

As at 31 December 2025, the Group’s trade and other
payables amounted to HK$801 million (2024: HK$908
million), which represented a decrease of approximately
HK$107 million. It was mainly due to the settlement of trade

and other payables during the Review Year.

As at 31 December 2025, the net liabilities of the Group was
HK$753 million (2024: HK$708 million) and its current bank
borrowings amounted to HK$381 million (2024: HK$370
million), while the cash and cash equivalents amounted to
approximately HK$18 million (2024: HK$41 million). Despite
the net liabilities position as at 31 December 2025, the Group
had non-current assets of approximately HK$192 million to
support its daily production and operations. This net liabilities
position has not materially impaired the Group’s ability to
continue its daily business operation. Looking ahead, with
the expected improvement in the economic environment and
the management’s ongoing efforts to enhance operational
efficiency and optimize the debt structure, the Group will

gradually improve its financial position in the future.

As the equity attributable to equity holders of the Company
was a deficit of approximately HK$755 million, it is not
appropriate to calculate the gearing level as at 31 December
2025.
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MANAGEMENT DISCUSSION AND ANALYSIS

CHARGES ON ASSETS

As at 31 December 2025, certain trade receivables of the
Group with a carrying amount of approximately HK$16
million (2024: HK$17 million) were pledged against a bank
borrowing with a total amount of approximately HK$24 million
(2024: HK$27 million).

SIGNIFICANT INVESTMENT, MATERIAL
ACQUISITION AND DISPOSAL OF SUBSIDIARIES
AND ASSOCIATED COMPANIES, AND FUTURE
PLANS FOR MATERIAL INVESTMENT IN OR
ACQUISITION OF CAPITAL ASSETS

Having considered the current market environment and cash
flow of the Group, the Board is more cautious on capital
expenditure in coming years. It is currently expected that
the preliminary planned budget will be used mainly for the
regular maintenance of factories, upgrading and technical
transformation of equipment. As at the date of this report, the
relevant budgets and plans have not yet been finalised, and
the Group has not identified any specified goals or plans at

this stage.

The Group did not hold any other significant investment nor
had any substantial acquisition and disposal of subsidiaries

or associated companies during the Review Year.

As at the date of this report, the Group has no plan to make

any significant investment in or acquisition of capital assets.

CONTINGENT LIABILITIES

As at 31 December 2025, there were outstanding litigations
initiated by a bank in the PRC against a subsidiary of the
Group demanding that subsidiary to repay the outstanding
bank borrowings of approximately HK$352 million (2024:
HK$344 million) immediately. The Group is negotiating with

the bank to resolve such litigations.

Save as disclosed above, the Group did not involve in any
other material litigation or arbitration and did not have other

material contingent liabilities.

In respect of the progress of the above, the Company will
make further announcements in due course in accordance
with the requirements of the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited (the

“Listing Rules”) as and when required.

EXPOSURE TO FLUCTUATIONS IN EXCHANGE
RATES AND RELATED HEDGES

Other than purchases of certain equipment and materials and
payment of certain professional fees in USD or Hong Kong
dollars, the Group’s transactions are mainly settled in RMB.
RMB is the functional currency of the operating subsidiaries
of the Group in the PRC, and is not freely convertible into
foreign currencies. The Group will monitor its exposure by
considering factors including, but not limited to, exchange
rate movement of the relevant foreign exchange currencies as
well as the Group’s cash flow requirements to ensure that its

foreign exchange exposure is kept at an acceptable level.



MANAGEMENT DISCUSSION AND ANALYSIS

HUMAN RESOURCES

As at 31 December 2025, the Group had a total of
approximately 454 (2024: 1,000) employees in the PRC and
Hong Kong. During the Review Year, the total staff cost was
approximately HK$48 million, accounting for 10.7% of the
revenue of the Group (2024: HK$66 million, accounting for

6.6% of revenue of the Group).

The Group firmly believes that the professional qualities,
skill enhancement, and personal development of employees
are key factors driving corporate progress. Therefore,
the Group is committed to establishing an attractive
compensation and benefits system to support employees’
long-term development. In addition to offering competitive
remuneration, the Group strictly implements retirement
contributions schemes and various social security programs
to fully safeguard employees’ future interests. Moreover,
the Group has introduced performance-based incentives,
including discretionary bonuses, to enhance employees’
sense of belonging and motivate their active participation
in the Group’s development. At the same time, the Group
places great emphasis on continuous learning and
professional growth, providing comprehensive training
programs for management and staff to continually improve
their professional skills and expertise, helping them achieve

greater success in their careers.

ENVIRONMENTAL POLICIES AND
PERFORMANCE

As global climate issues become increasingly severe, the
transition to a low-carbon economy has become an inevitable
trend for future development. As a corporation with a strong
sense of social responsibility, the Group recognises its duties
and mission as a public company and actively implements
environmental protection measures, striving to minimise the
negative impact of its production and business activities on

the environment.

During the Review Year, the Group adhered to green and
low-carbon production methods and continued to increase
investment in environmental protection and research and
development. By adopting advanced production processes
and optimising production workflows, the Group strictly
controlled and reduced waste emissions throughout
the production process, steadily promoting the green
transformation and upgrade of the enterprise. In the future,
the Group will continue to uphold the philosophy of green
development, deeply integrate the concept of energy
saving and green production into its corporate culture, and
contribute to the implementation of the national low-carbon

development strategy through concrete actions.
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BIOGRAPHICAL DETAILS OF DIRECTORS

EXECUTIVE DIRECTORS

Ms. Zhu Yuan, aged 39, has been appointed as an executive Director, the Chairman of the Board, the Chief Executive Officer,
a member of both the Nomination Committee and Remuneration Committee and an authorised representative of the Company
effective from 28 March 2019. Ms. Zhu obtained a bachelor’'s degree of commerce in business economics and finance from The
University of New South Wales and a master’'s degree of business administration from The University of Technology, Sydney.
She has passed papers 1 and 6 in the Licensing Examination for Securities and Futures Intermediaries. Ms. Zhu has 13 years of
working experience in management, human resources, finance analysis and investment. Ms. Zhu is a Director of 5 f R 15
(=E)RM BB A F (Nanjing Emporium (Group) Co. Ltd.) which is listed on the Shanghai Stock Exchange. Ms. Zhu has served
as the chairman of Yuber Food (Maanshan) Co., Ltd. since 17 May 2023. Ms. Zhu is the daughter of Mr. Zhu Yicai, a substantial

shareholder of the Company.

Mr. Yang Linwei, aged 57, joined the Group in March 1996 and is a vice president of the Group. He has 30 years of experience in

the meat products industry. Mr. Yang was appointed as an executive Director of the Company with effect from 20 June 2016.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Gao Hui, aged 57, has been an independent non-executive Director of the Company since April 2005. He is a certified
public accountant in the PRC and certified tax advisor in the PRC. Mr. Gao is the chairman and general manager of Jiangsu
Jinling Certified Public Accountants Company Limited and the general manager of Jiangsu Jinling Engineering Consulting and

Management Company Limited. Mr. Gao graduated from Jiangsu Radio and TV University specialised in finance and accounting.

Mr. Chen Jianguo, aged 65, has been an independent non-executive Director of the Company since January 2010. He is a
practising lawyer in the PRC and has been a partner of JT# & AERIEH AT (Jiangsu Jinda Law Office) since January 2003. Mr.
Chen graduated from Fudan University with specialisation in economic law and obtained a master's degree in economic law from

the Graduate School of The Chinese Academy of Social Sciences.

Ms. Xu Xinglian, aged 63, has been an independent non-executive Director of the Company with effective from 18 April 2023. She is
a professor and supervisor to doctoral students of Nanjing Agricultural University in China. Ms. Xu is an academic in food science
with over 31 years of teaching experience in meat processing, and quality and safety control. Ms. Xu obtained a bachelor’'s degree
and a master’'s degree in agriculture from Nanjing Agricultural University in 1985 and 1997, respectively, and a doctorate of

engineering in food science from Nanjing Agricultural University in 2003.
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CORPORATE GOVERNANCE PRACTICES

China Yurun Food Group Limited (the “Company”, together with its subsidiaries, the “Group”) is committed to achieving high
standard of corporate governance to safeguard shareholders’ interest and to enhance corporate value and accountability.
Throughout the year from 1 January 2025 to 31 December 2025 (the “Review Year”), the Company has complied with all
applicable code provisions of the Corporate Governance Code (the “CG Code”) as set out in Appendix C1 to the Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong Limited (the “Hong Kong Stock Exchange”) (the “Listing Rules”),

except for the following deviation:

Code provision C.2.1 of the CG Code provides that the roles of Chairman and Chief Executive Officer should be separate and
should not be performed by the same individual. The division of responsibilities between the Chairman and Chief Executive
Officer should be clearly established and set out in writing. Meanwhile, Zhu Yuan acts as both the Chairman of the board (the
“Board”) of directors (the “Directors”) and the Chief Executive Officer of the Company. The Board believes that vesting the roles
of the Chairman and the Chief Executive Officer in the same person would allow the Company to be more effective and efficient in
developing business strategies and executing business plans, and is beneficial to the business prospects and management of the
Group. The Board believes that the balance of power can be ensured by the composition of the Board which includes members

who are experienced and technical individuals and of which more than half are independent non-executive Directors.

The following summarises the Company’s corporate governance practices during the Review Year.

THE BOARD

The Company is managed through the Board which currently comprises five Directors including, Zhu Yuan (Chairman and Chief
Executive Officer), and Yang Linwei as executive Directors and Gao Hui, Chen Jianguo and Xu Xinglian as independent non-
executive Directors. The biographical details of the Board members are set out on page 16 of this annual report. All Directors as at

the date of this annual report served throughout the Review Year.

The Board, led by its Chairman and the Chief Executive Officer, is responsible for approving and monitoring the Group’s overall
strategies and policies, approving annual budgets and business plans, evaluating the performance of the Group, and supervising
the management. The Chairman and the Chief Executive Officer also leads the Board to ensure that it acts in the best interests
of the Company and its shareholders. To facilitate effective management, the Board has delegated certain functions to various
Board committees, namely, the Audit Committee, the Remuneration Committee and the Nomination Committee. Each of these
Board committees operates under clearly defined written terms of reference. The terms of reference of the Board committees are
available on the websites of the Company and the Hong Kong Stock Exchange. Chairman of the respective Board committees will

report to the Board on issues discussed and concluded at the respective committee meetings.
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CORPORATE GOVERNANCE REPORT

The Chairman and the Chief Executive Officer ensures that the Board works effectively and objectively and all decisions are made
in the interest of the Group and all key and appropriate issues are discussed by the Board members in a timely and effective
manner. If a Director or his/her associate has a conflict of interest in a matter to be considered by the Board, he/she must declare
such interest at the Board meeting. If the Board determines such interest to be material, the relevant Director must abstain from
voting and shall not be counted in the quorum present at such Board meeting. The Chairman and the Chief Executive Officer has
appointed the Company Secretary to prepare agenda for each Board meeting and to ensure that all Directors are properly briefed
on issues to be discussed at Board meetings and receive adequate and accurate information in a timely manner. The Company
Secretary, Chan Siu Mat, is a member of the Hong Kong Institute of Certified Public Accountants. Ms. Chan has duly complied with

the relevant professional training requirement under Rule 3.29 of the Listing Rules during the Review Year.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

The Board delegates the day-to-day operational responsibilities to the executive management team under the leadership of the
Chairman and the Chief Executive Officer. The Chairman and the Chief Executive Officer, working together with the executive
management team, is responsible for the business operation of the Group, including implementation of the strategies adopted by
the Board.

The Chairman of the Board and Chief Executive Officer is Zhu Yuan. She focuses on the overall corporate development and high-

level strategic directions of the Group, provides leadership to the Board and oversees the efficient functioning of the Board.

The executive Directors have extensive experience in the food industry while the independent non-executive Directors are well
established in their respective professions. The Board consists of members with diversified background, professional expertise
and experience to meet the business requirements of the Group, and as a team, provides the Group with core competencies such as
industry knowledge, technical expertise, business management experience and knowledge in finance, accounting, business and

laws.

Independent non-executive Directors are selected according to the skills and experience required by the Board. They introduce
an element of independence to the Board and contribute to the development of the Group’s strategies and policies by providing
their independent, constructive and informed opinions. One of the independent non-executive Directors, Gao Hui has appropriate
professional qualifications or accounting or related financial management expertise as required under Rule 3.10 of the Listing
Rules. The Company has received an annual confirmation of independence from each of the independent non-executive Directors,
and the Board considered that each of the independent non-executive Directors has satisfied the independence criteria set out in
Rule 3.13 of the Listing Rules.

In order to enable the Directors to discharge their duties effectively, each Director has separate and independent access to
members of the management to make enquiries or obtain necessary information. Directors may also seek advices and services
from external experts and consultants at the Company’s expense for the purpose of facilitating them to make an informed
decision. The independent non-executive Directors are not involved in daily management and they give independent views on the

deliberations of the Board.
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In accordance with the Bye-laws of the Company, all Directors appointed by the Board to fill a casual vacancy or as an addition to
the existing Board shall hold office until the conclusion of the next following general meeting of the Company subsequent to their
appointments and shall then be eligible for re-election. All Directors shall be subject to retirement by rotation at least once every

three years in accordance with Code provision B.2.2 of the CG Code and the Bye-laws of the Company.

Each independent non-executive Director is appointed for a fixed term of three years according to the respective letter of

appointment.

The members of the Board (including the Chairman and the Chief Executive Officer) do not have any relationship (including
financial, business, family and other material/relevant relationships) with each other as required to be disclosed pursuant to the CG
Code.

The Company has maintained appropriate insurance coverage for Directors’ and executive officers’ liabilities arising from the

Group’s business. The coverage is reviewed by the management on an annual basis.

During the Review Year, the Board held four regular meetings at approximately quarterly intervals to discuss overall strategy
as well as operations and financial performance of the Group. It also held several ad hoc meetings as and when required. The
attendance of the regular Board meetings, the Board committee meetings and the annual general meeting during the Review Year

are as follows:

Number of regular Board meetings, Board committee meetings
and annual general meeting attended/held during the Review Year

Annual
Audit Remuneration Nomination General
Board* Committee Committee Committee Meeting
Executive Directors

Zhu Yuan (Chairman and Chief Executive Officer) 4/4 N/A 1 1 11
Yang Linwei 4/4 N/A N/A N/A 11

Independent Non-executive Directors
Gao Hui 4/4 4/4 11 11 11
Chen Jianguo 4/4 4/4 1/1 1/1 11
Xu Xinglian 4/4 4/4 N/A N/A 1/1

*

Ad hoc meetings are not included
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DIRECTORS’ TRAINING AND CONTINUOUS PROFESSIONAL DEVELOPMENT

Every Director fully observes his or her responsibilities as a Director of the Company and keeps abreast of the conduct, business
activities and development of the Company. Directors are continually updated with regulatory and governance developments.
They are encouraged to participate in professional development courses and seminars to develop and refresh their knowledge
and skills. The Company has devised a training record to assist the Directors to record and monitor the training they have

undertaken on an annual basis.

Directors should participate in appropriate continuing professional development to develop and refresh their knowledge and skills,

which shall cover the following topics:
(a) the roles, functions and responsibilities of the Board, its committees and its Directors, and Board effectiveness;

(b) the Company’s obligations and the Directors’ duties under Hong Kong law and the Listing Rules, and key legal and

regulatory developments (including Listing Rule updates) relevant to the discharge of such obligations and duties;

(c) corporate governance and ESG matters (including developments on sustainability or climate-related risks and opportunities

relevant to the Company and its business);
(d) risk management and internal controls; and
(e) updates on industry-specific developments, business trends and strategies relevant to the Company.

During the Review Year, the Company provided all members of the Board with monthly updates on the Company’s performance,
financial position and prospects. In addition, all Directors have been given relevant guidance materials regarding the duties and
responsibilities of being a director and have been updated on the latest major developments regarding the Listing Rules, the
Securities and Futures Ordinance (Chapter 571, Laws of Hong Kong) (“SFO”) and other applicable regulatory requirements to

ensure compliance and enhance their awareness of good corporate governance practice.

Each newly appointed Director (if any) is provided with a comprehensive induction program and relevant materials to ensure a
thorough understanding of the Company’s business, as well as his or her responsibilities under applicable statutes, laws, rules and

regulations.
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During the year ended 31 December 2025, Directors’ participation in continuous professional development is set out in the table

below:

Completion/participation in 10 hours

Name of Directors Type of training Mot continuous professional development
Executive Directors
Zhu Yuan A, Band C v

Yang Linwei A, BandC v

Independent Non-executive Directors

Gao Hui A, Band C v
Chen Jianguo A, BandC v
Xu Xinglian A, BandC v
Notes:

A: Read relevant news alerts, newspapers, journals, magazines and other publications.
B: Obtained learning resources through the Internet.

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

BOARD COMMITTEES AND CORPORATE GOVERNANCE FUNCTIONS

The Board has established an Audit Committee, a Remuneration Committee and a Nomination Committee, each with defined terms
of reference in line with the CG Code since the Company’s shares were listed on the Hong Kong Stock Exchange. The written
terms of reference of the Audit Committee, Remuneration Committee and Nomination Committee are periodically reviewed by the
Board to keep them in line with the most up-to-date requirements, are available on the websites of the Company and the Hong
Kong Stock Exchange.

The Board has delegated corporate governance responsibilities to the Audit Committee, which is responsible for performing
the corporate governance duties as set out in the CG Code which include developing and reviewing the Company’s policies
and practices on corporate governance (including those on compliance with legal and regulatory requirements), monitoring the

Company’s compliance with the CG Code and reviewing the disclosure in this Corporate Governance Report.

The Board has also delegated the risk management and internal control duties to the Audit Committee and the Audit Committee
is responsible for assisting the Board to evaluate and determine the nature and extent of the risks the Board is willing to take
in achieving the Group’s strategic objectives, ensuring that the Group establishes and maintains appropriate and effective risk
management and internal control systems, and assisting the Board to oversee management in the design, implementation and

monitoring of the risk management and internal control systems as set out in the CG Code.
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Details of these Board committees, including their compositions, major responsibilities and functions, and works performed during

the Review Year are set out in the table below:

Audit Committee

Committee Gao Hui* (Chairman)
members Chen Jianguo®

Xu Xinglian®
Major * To serve as a focal point for

responsibilities and communication among the Directors,

functions the external auditors and the
management in connection with its
duties relating to financial and other
reporting, risk management, internal

controls and audits

To assist the Board in fulfilling its
responsibilities by providing an
independent review of the financial
reporting function, assessing the
effectiveness of the Company’s risk
management and internal control
systems and the efficiency of the audit

function

To perform the corporate governance
duties which include developing and
reviewing the Company’s policies and
practices on corporate governance,
reviewing the Company’s compliance
with the CG Code and reviewing

the disclosure in the Corporate
Governance Report and reviewing and
monitoring the training and continuous
professional development of the

Directors and senior management

*

Independent non-executive Director
*  Executive Director

Remuneration Committee

Gao Hui* (Chairman)
Chen Jianguo*
Zhu Yuan*

* To make recommendations to the
Board regarding the Group's policy and
structure for the remuneration and other
benefits for Directors by reference to the

Group’s corporate goals and objectives

e To determine the remuneration

packages of individual executive

Directors and senior management,
including benefits in kind, pension
rights and compensation payments,
including any compensation payable
for loss or termination of their office or

appointment, and terms of the executive

Directors’ service contracts

Nomination Committee

Chen Jianguo* (Chairman)
Gao Hui*

Zhu Yuan*

¢ To review the structure, size
and composition (including
skills, knowledge, experience
and diversity) of the Board
at least annually and make
recommendations on any
proposed changes to the Board
to align with the Company’s

corporate strategy

¢ To identify and nominate for the
approval of the Board candidates
to fill Board vacancies as and

when they arise

To assess the independence of
the independent non-executive

Directors

To make recommendations to
the Board on the succession
planning for Directors and senior

management of the Group



Work performed
during the

Review Year

Audit Committee

Reviewed the Group’s annual and
interim financial statements before

submission to the Board for approval

Reviewed the independence of

the external auditor in connection
with their provision of non-audit
services to the Group and approved
their remuneration and terms of

engagement

Reviewed the effectiveness of the
Group's financial management, internal
control and risk management systems,
including the adequacy of resources,
qualifications and experience of staff
of the Group’s accounting and financial
reporting function, and their training

programs and budget

Reviewed the continuing connected

transactions of the Group

Reviewed the Company’s compliance
with the CG Code and disclosure in

the Corporate Governance Report

Reviewed and monitored the
training and continuous professional
development of the Directors and

senior management

Made recommendation to the Board
on the re-appointment of external

auditor

CORPORATE GOVERNANCE REPORT

Remuneration Committee

¢ Reviewed remuneration policy and

remuneration for the Directors

Nomination Committee

¢ Reviewed and recommended the
structure, size and composition
of the Board

* Reviewed the performance of
the independent non-executive

Directors

¢ Reviewed the independence of
the independent non-executive

Directors

® Reviewed and recommended
on the suitability for the
re-appointment of the Directors
retiring at the annual general
meeting with reference to their

past performance
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DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions by Directors of Listed Issuers (the “Model Code”) as
set out in Appendix C3 to the Listing Rules as its own code of conduct regarding securities transactions of the Directors. The
Company has made specific enquiries with all Directors who have confirmed that they have complied with the required standards

set out in the Model Code throughout the Review Year.

REMUNERATION POLICY

The Remuneration Committee has to consult the Chairman and the Chief Executive Officer of the Company about its proposals
relating to the remuneration of the Directors. The remuneration structure for the executive Directors consists of two key elements,
namely fixed salary and discretionary incentive bonus. Fixed salary and other allowances are determined by reference to the
remuneration benchmark in the industry and the prevailing market conditions. The discretionary incentive bonus, which comprises
cash bonus and share options granted under the Company’s share option scheme, is performance-based and is payable and

granted upon achievement of individual and corporate performance targets as determined by the Board from time to time.

NOMINATION POLICY

The Nomination Committee adopts certain criteria and procedures in the selection and nomination of candidates of new Directors.
The criteria include but are not limited to gender, age, cultural and educational background, ethnicity, professional experience,
skills, knowledge and length of service, in particular experience in the Group’s industry, and recommendations from the

management team and other knowledgeable individuals.

Upon considering a candidate suitable for the directorship, the Nomination Committee will hold a meeting and/or by way of written
resolutions to, if thought fit, approve the recommendation to the Board for appointment. The Nomination Committee will also
provide the relevant information of the selected candidate to the Remuneration Committee for consideration of the remuneration
package of such selected candidate. The Nomination Committee will thereafter make the recommendation to the Board in relation
to the proposed appointment, and the Remuneration Committee will make the recommendation to the Board on the policy and

structure for the remuneration, for detail discussion and final approval by the Board.

BOARD DIVERSITY POLICY

The Board has adopted a Board diversity policy on 29 August 2013 setting out the approach to achieve diversity of members of
the Board. The Company recognises and embraces the benefits of diversity of Board members. 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 the Board. Selection of candidates will be based on a range of diversity perspectives, including but not limited to, gender, age,
cultural and educational background, ethnicity, professional experience, skills, knowledge and length of service. The ultimate
decision will be made upon the merit and contribution that the selected candidates will bring to the Board. In determining the
Board’s composition, the Company will also take into account factors based on its own business model and specific needs from
time to time. The Nomination Committee will review the implementation and effectiveness of the Board diversity policy on an annual
basis, to ensure its effectiveness and continue to give adequate consideration to the above measurable objectives when making

recommendations of candidates for appointment to the Board.
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As at the date of this report, the Board comprises five Directors. Three of them are independent non-executive Directors, thereby
promoting critical review and control of the management process. The Board is also characterised by significant diversity, whether
considered in terms of gender, age, educational background, professional experience, skills, knowledge and length of service.
The Company have three independent non-executive Directors with different industry background, including accounting, legal
and food engineering experience. Furthermore, our Directors are of a wide range of age, from 39 years old to 65 years old. The
Company also recognises the particular importance of gender diversity. Our Board currently comprises two female Director and

three male Directors. The biographical details of the Board members are set out on page 16 of this annual report.

EMPLOYEE DIVERSITY

The indicators on employees of the Group, including senior management, as at 31 December 2025 are set out below:

As at 31 December 2025

Female Male
Senior Management 1(20%) 4 (80%)
All employees 162 (36%) 292 (64%)

As at 31 December 2025, our total workforce comprised of 36% female and 64% male, whereas senior management comprised
of 20% female and 80% male. The current gender diversity of workforce was appropriate taking into account the business models

and operational needs, with considerations in terms of gender, nationality, professional background and skills.

The Company is committed to promoting gender diversity when recruiting staff at mid to senior level ensuring a strong pipeline of
female senior management and potential successors to the Board. Our objective is to maintain an appropriate balance of gender

diversity, aligning with shareholder expectations and international and local recommended best practices.
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AUDITORS’ REMUNERATION
Details of the fees paid or payable to the Group’s external auditors for the Review Year are as follows:

Services provided Fees

HK$'000
2025 annual audit 1,250
Non-audit services* 550
Total 1,800

* Non-audit services primarily include work performed for preliminary results announcement and interim report.

RISK MANAGEMENT AND INTERNAL CONTROL

The Board acknowledges that it is responsible for maintaining appropriate and effective risk management and internal control
systems (the “Systems”). The Systems are designed to manage rather than eliminate risks of failure to achieve business objectives,
and can only provide reasonable and not absolute assurance against material misstatement or loss. The Board confirmed that the

Systems were in place and were effective throughout the Review Year.

Objectives of the Systems
The Systems are established with objectives of reasonably assuring that the shareholders’ interest and the assets of the Group are
safeguarded, operational controls are in place, business risks are properly managed, accounting records and financial information

are kept, and, where appropriate, the relevant laws and regulations and best practices are observed.

Risks and control measures
The Group’s business, financial conditions and results may be affected by risks and uncertainties pertaining to the Group’s
business. Certain significant risks have been identified by the Group through the process of risk identification and assessment.

Such significant risks and their respective control measures are set out below:

Material risks relating to our business

Our business may be affected by economic climate and individual market performance
The sales and performance of the Group are influenced by the relationship between economic conditions, consumer confidence
and consumption patterns. In particular, economic growth or decline in our geographic markets can impact consumers’

expenditure on meat products, which in turn affects our business.

To mitigate these risks, the Group continues to expand and strengthen its presence across various geographic markets, reducing
reliance on any single market. Regular sales reports and market analyses are conducted to ensure performance trends can be

closely monitored and effectively managed.
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If there is any interruption to the supply of hogs, raw pork or other major raw materials or decline in their supply or quality,
our business may be materially and adversely affected.

Hogs and raw pork are the primary raw materials used in both our upstream and downstream production segments respectively.
We source hogs and part of the raw pork from certain third party suppliers. However, these suppliers may not always be able to
provide a consistent and sufficient supply to meet our current and future production needs. Hog supply is subject to the output
of pig farms, which may be affected by outbreaks of diseases or epidemics. Any interruption of or decline in hog or raw pork
supply or decline in their quality could materially disrupt our production and adversely affect our business. In addition to hogs
and raw pork, we also purchase from third party suppliers the auxiliary materials and packaging materials for our production.
Any interruption of the decline in auxiliary materials or packaging materials supply or decline in their quality may also disrupt our

production and adversely affect our business.

The Group has always emphasised the quality and supply of raw materials and adopted a number of measures to ensure the

stability and sustainability of the supply chain, including:

° We negotiate with at least three or more suppliers on the supply of hogs, raw pork or other major raw materials. We monitor

the source of our major raw materials and the rationality of procurement ratio of each supplier on a timely basis;

° According to the sales market forecast, we maintain inventory at reasonable level for different raw materials to deal with

emergencies;

o The cooperation agreements signed by the Group and the suppliers include the provisions of quality and safety and stable

supply of raw materials in order to reduce the relevant risks;

° We visit the production sites of the suppliers regularly to understand their operation and to ensure that the quality of raw

materials and the production capacity of suppliers are truly assessed; and

° We pay attention to media news, in particular the news of our key suppliers in respect of their possible financial, business

and quality problems, and develop contingency plan to cope with unexpected disturbances of raw materials supply.
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Our business is sensitive to the impact of further increase in raw materials price (particularly hogs and raw pork) and
other operating costs. We may not be able to fully transfer the rising costs to our customers, particularly customers of our
processed meat products.

We purchase agricultural products, such as hogs and raw pork, for production use. Price of such raw materials is subject to
fluctuations, attributable to a number of factors, such as diseases, inflections and the price of animal feed. During the Review Year,
the Group’s average purchase price of hogs fluctuated ranging from approximately RMB11.78 to RMB16.09 per kilogram. If the
costs of raw materials or other costs of production and distribution of our products further increase and we are unable to entirely

offset the cost increase by raising our product price, our profit margins and financial condition may be adversely affected.

In view of the fluctuation of raw material prices, the Group has formulated different plans for upstream and downstream segments

to reduce its cost pressure:

° Upstream slaughtering segment: The price of fresh meat varies along with the price of hogs. When the price of hogs is
expected to rise, the Group will increase the stock of hogs to increase the value of product. When the price of hogs is

expected to drop, the Group will reduce the stock to minimise the inventory cost.

° Downstream processed meat segment: We control the costs through strategic inventory management of raw materials

which is based on predictions of market trend and thus allowing a reasonable time to adjust selling price of the products.

If the chilled and frozen pork market in China does not grow as we expect or we are unable to predict the changes in
consumer preferences for processed meat products, demand for our products may decline.

If the chilled and frozen pork market in China does not grow as we expect, our business may be harmed, our growth strategy
may need adjustment and our results of operation may be adversely affected. Our continued success in the processed meat
products market, to a great extent, depends on our ability to correctly predict, and develop products to satisfy consumers’ ever-
changing tastes, diet and preferences. If we are not able to predict or identify new consumption trends and develop new products
accordingly, demand for our products may decline and our operating results may be adversely affected. In addition, we may
incur significant costs in developing and marketing new products or expanding our existing production lines in response to the
consumer preference or demand we perceive. Such development or marketing, even launched, may not result in the expected

market acceptance, sales volume or profitability.

With respect to the research, development and promotion of new products, the Group has been adopting a three-steps prudent
approach which involves initial test, advanced test and production, to gradually launch products which can meet market demands.
At the same time, according to the analysis on sales performance of each product, some products will be eliminated from time to
time due to low volume of sales, low profit margin and no market potential. We continue to maintain our premium quality through

product improvement and innovation of new products.
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We require various licences and permits to operate our business, and if we fail to renew any or all of these required
licences and permits, our business may be materially and adversely affected.

In accordance with the relevant laws and regulations of the PRC currently in force, we are required to obtain various licences and
permits in order to operate our business, including, without limitation to, a slaughtering permit in respect of each of our chilled
and frozen pork production facilities or a permit for production of industrial products in respect of each of our processed meat
production facilities. We are required to comply with the applicable hygiene and food safety standards in relation to our production
processes. Our factories are subject to regular inspections by the regulatory authorities for compliance with the applicable laws
and regulations. In the event of failure to pass these inspections or loss of or failure to renew our necessary licences and permits,
the regulatory authorities may require us to suspend or close some or all of our production or distribution operations, which may

disrupt our operations and adversely affect our business.

We understand the importance of obtaining applicable licenses and permits for our business. We continue to improve our
production management system in order to ensure compliance with laws and regulations of the country or region governing the
production and operation. We have dedicated staff to make regular inspection and give guidance to our factories, and update or

procure the factories to update the renewal status of licenses every month.

Financial risks

In the course of our business activities, the Group is exposed to various financial risks, including market risks, liquidity risks and
credit risks. The monetary environment and interest rates cycles may pose significant risks to the Group’s financial condition,
operating results and businesses. Details of the financial risk management of the Group are set out in note 32 to the consolidated

financial statements.

The Group is in net liabilities position as at 31 December 2025 and there is a risk that the Group cannot meet its financial
obligations as and when they fall due. The Group still had adequate non-current assets to support its daily production and
operations. Our Directors believe that this net liabilities position has not materially impaired the Group’s ability to continue its daily

business operations.

Litigation risks
In the course of our business activities, the Group is exposed to various litigation risks, for details, please refer to the section

“Contingent Liabilities” in “Management Discussion and Analysis”.

Material risks relating to our industry

The hog slaughtering and processed meat industries in China are subject to extensive governmental regulations and
policies, and changes in the relevant regulations and policies may affect our business.

The hog slaughtering and processed meat industries in China are strictly regulated by a number of governmental authorities,
including primarily the Ministry of Agriculture and Rural Affairs, the Ministry of Commerce, the State Administration of Market
Regulation, and the Ministry of Ecology and Environment. These regulatory authorities have extensive discretion and authority to
regulate the hog slaughtering and processed meat industries in China in many aspects, including, without limitation to, setting
hygiene standards for production and quality standards for processed meat products. If the Group fails to comply with the
standards set by the relevant regulatory authorities or such standards result in increase in our production costs and product prices

which render our products less competitive, our ability to sell products in China may be limited.
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The Group’s management and operation policies closely follow the directions of the government to minimise the risk of deviation.
At the same time, we keep close contact with major government departments, keep abreast with the industry development and
actively participate in the making of industry policies, laws and regulations in order to prevent the adverse impact on the sudden

change of any policies.

The outbreak of animal diseases or other epidemics may adversely affect our operations.

The outbreak of serious animal diseases, such as African Swine Fever, foot-and-mouth disease and blue ear pig disease, or other
epidemics in China affecting animals or humans might also result in material disruptions to the operations of our customers or
suppliers, sluggish performance of supermarket or food retail industry or slowdown in economic growth in China and surrounding
regions, and any of which could have a material adverse effect on our operations and revenue. However, there is no assurance
that our production facilities or products will not be affected by the outbreak of animal diseases or other epidemics, or that the
market demand for pork products in China will not decline due to the concerns about the disease. In either case, our business,

results of operations and financial condition may be adversely and materially affected.

The hogs purchasing department and quality management department of the Group keep monitoring the epidemic situation,
enhancing the inspection and quarantine and reducing or even suspending the purchase from the infected region to minimise the

potential impact of the outbreak of animal diseases or other diseases.

Food safety risks

The sale of food products for human consumption carries inherent risks of causing harm to consumers. These risks may arise
from disruption caused by unauthorised third parties or from product contamination and spoilage. Potential hazards include,
but are not limited to, external contaminants, chemical residues, or other harmful substances that may be introduced at various
stages of procurement and production. Although our products undergo governmental inspections and comply with relevant laws
and regulations, there is no assurance that the raw materials or products of the Group will remain uncontaminated throughout the
production, transportation, distribution and sales processes. Factors beyond our control or unknown to us may still pose risks. If
our products become contaminated or spoiled or otherwise damaged, a product recall may be necessary. Such incidents could
lead to product liability claims, negative media coverage or government investigations. Any of these situations may harm our

reputation, corporate image and brand value, ultimately having a material adverse impact on our business operations.

Yurun Food has been adhering to its operation philosophy of “you trust because we care” and is the first player in the industry to
launch the “21 procedures on inspection and quarantine of the quality control system”. Starting from the rapid screening of hogs,
we have professional staff conducting the urine and blood tests. When the hogs are slaughtered, batch inspection is implemented
online. The slaughtering line does not accept hogs failing the online ELISA test or professional tests such as PCR. Each hog is

marked with a unique “inspection and quarantine and tracing” bar code and all products supplied to the market are qualified.



CORPORATE GOVERNANCE REPORT

On the production and processing of food, we have been proactively introducing the advanced meat processing equipment from
Europe. Every stage of the food production (from pre-treatment of raw food products, seasoning, filling, cooking to packaging) is
carried out by a closed and automatic operation to minimise the likeliness of contamination arising from manually operated system

as well as to keep a qualified hygienic environment for meat processing.

We ensure that each batch of products undergoes chemical and microbiological examinations before leaving the factory. The
Group’s testing capabilities have been accredited by the Quality Assessment Committee of the China Quality Inspection Association
and have obtained the China Metrology Accreditation Certificate (CMA Certificate).

In order to assure food quality, all subsidiaries of the Group have implemented a three-step management measure before
products are despatched from the factory. First, physical inspections are conducted using metal detectors and X-ray machines.
Second, a professional team inspects each product before distribution. Third, each batch of end-products undergoes chemical

and microbiological examinations to ensure food safety.

Additionally, all transportation vehicles are equipped with temperature measurement and control instruments. Temperature and
other key data are automatically recorded in real time by the control center through an automated monitoring system, which

includes Global Positioning System (GPS) tracking, to ensure continuous temperature monitoring throughout transportation.

INTERNAL CONTROL STRUCTURE

The Board is responsible for ensuring appropriate and effective Systems, and determining the nature and extent of the risks it is
willing to take in achieving the strategic objectives of the Company. It also monitors and takes measures to mitigate risks in day-to-
day operations, and gives prompt responses to the findings on risk management and internal control matters raised by the Group’s

Internal Audit Department or external auditors.

The Board delegates to the Audit Committee the responsibilities of monitoring and reviewing the effectiveness of the Systems, and
ensuring that the management performed its duty to maintain effective operation of the Systems. The Audit Committee reviews the
reports submitted by the Internal Audit Department and the issues relating to risk management and internal controls of the Group,

and evaluates the effectiveness of the Systems, which is then discussed and reviewed by the Board periodically every year.

The Internal Audit Department, consisting of qualified and experienced staff, carries out internal audit according to the internal
audit plan reviewed and approved by the Audit Committee, and reports its audit findings and recommended remedial actions
to the Audit Committee directly. This is done by conducting interviews with the management, reviewing relevant documentation
and evaluating various material internal control aspects, including financial, operational and compliance controls with an aim of
minimising the overall business and operational risks of the Group. It identifies key risk areas and develops appropriate control
measures and management actions for improvement. The internal control reports are submitted by the Internal Audit Department
to the Audit Committee for review and the audit findings and recommendations therein are discussed at the Audit Committee

meetings and Board meetings.

pa)iWI dnolL) POO unINA BUIYD

o

31

Gc0¢ 140434 TYNNNY



paiwI dnolL) POo unINA BUIYD

03

N

Gc0¢ 140434 TVNNNY

CORPORATE GOVERNANCE REPORT

During the Review Year, the Board, with the assistance of the Audit Committee and the Internal Audit Department, reviewed
the effectiveness of the Systems of the Group, including financial, operational and compliance controls, and risk management
functions, the adequacy of resources, qualifications and experience of staff of the Group’s accounting, internal audit and financial
reporting functions and their training programmes and budget. The Board and the Audit Committee considered that the key areas

of the Systems of the Group are reasonably and effectively implemented.

An environmental, social and governance (“ESG”) Working Group has been established to assist the Board in coordinating and
supervising the Group’s ESG related matters, establishing ESG management policies and strategies, and identifying and assessing
ESG matters (including risks) related to the Group. Our ESG Working Group comprises of senior management members of our

subsidiaries.

Internal Control policies

Crisis management policies
Procedures of crisis management policies have been put in place in order to respond swiftly and positively to any sudden event

that may affect consumers’ confidence in the Group.

Policies on inside information
With respect to the procedures and internal controls for handling and dissemination of inside information, the Company is aware of
its obligations under Part XIVA of the SFO and the Listing Rules, and has established the inside information disclosure policy with

close regard to the Guidelines on Disclosure of Inside Information issued by the Securities and Futures Commission.

Policies on whistleblowing
The Company considers whistleblowing channels as a useful means in identifying possible misconduct or fraud risks of a
particular operation or function by encouraging employees to raise concerns in good faith. It has delegated the Audit Committee

to be responsible for monitoring and reviewing the effectiveness of the whistleblowing policy and system periodically.

The Company has adopted a whistleblowing policy setting out the principles and procedures to guide the Directors, employees
of the Company and persons dealing with the Company in reporting cases of possible irregularities and misconduct in a fair
and proper manner. According to the whistleblowing policy, concerns can be raised either verbally or in writing to the chairman
of the Audit Committee or the Chairman of the Board (if the report concerns the chairman of the Audit Committee or a member
of the Audit Committee). Upon receiving the report, the chairman of the Audit Committee or such other person as designated
by the Audit Committee shall discuss the report with the Audit Committee (unless the report concerns the Audit Committee) to
evaluate if an investigation is warranted. If an investigation is considered necessary, the chairman of the Audit Committee or
such other person as designated by the Audit Committee shall conduct an investigation to establish whether any misconduct has
occurred. The chairman of the Audit Committee or such other person as designated by the Audit Committee shall report findings
of an investigation to the Audit Committee. On the basis of the findings, the Audit Committee shall make recommendations to the
Board on actions to be taken. If the investigation concerns the Audit Committee, findings of the investigation shall be reported to
the Chairman of the Board. Where there is evidence of a possible criminal offence, the matter should be referred to the relevant

authorities for further action.
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DIRECTORS’ RESPONSIBILITY FOR THE FINANCIAL STATEMENTS
The Directors acknowledge their responsibility for preparing the consolidated financial statements of the Group.

With the assistance of the Finance Department of the Group, the Directors have ensured that the consolidated financial statements
of the Group are prepared in accordance with the statutory requirements and the applicable accounting standards. The Directors
have also ensured that the consolidated financial statements of the Group are published in a timely manner in accordance with the

applicable laws and regulations.

The responsibility statement of the auditor of the Company in connection with the consolidated financial statements of the Group is

set out in the Independent Auditor’s Report on pages 51 to 52 of this annual report.

COMMUNICATION WITH SHAREHOLDERS AND INVESTOR RELATIONS
The Company has adopted a Shareholders Communication Policy with the objective of ensuring that the Company’s shareholders

are provided with ready, equal and timely access to balanced and comprehensible information about the Company.

The Company aims at providing its shareholders and potential investors with high standards of disclosure and financial
transparency. The Board has appointed certain senior management personnel to be responsible for handling investor relations

matters and also maintained close connection with international investors through teleconferences if necessary.

The Company makes use of various communication channels to keep its shareholders and potential investors abreast of the
Group’s business and latest development, such as publication of annual and interim reports, circulars to shareholders and
announcements in a timely manner in accordance with the requirements of the Listing Rules. These publications are also available
on the websites of the Company and the Hong Kong Stock Exchange. Annual general meeting is also one of the principal
channels to communicate with the shareholders. The Company'’s investor relations webpage is regularly reviewed, improved and
updated so as to include all key information. The Company believes that the interactive communications with investors can help

enhancing corporate transparency and the Company’s potential and actual value can be better understood by the market.
During the Review Year, the Board reviewed the effectiveness of the Shareholders Communication Policy, including its objectives
and implementation. The Board considered that the objectives of the Shareholders Communication Policy are reasonably and

effectively implemented.

During the Review Year, there was no significant change in the Company’s constitutional documents.
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SHAREHOLDERS’ RIGHTS

(i)

(i)

(iif)

Convening a special general meeting (“SGM”)

Pursuant to the Bye-laws of the Company and the Bermuda Companies Act 1981, shareholders holding at the date of
deposit of the requisition not less than one-tenth (i.e. 10%) of the paid-up capital of the Company carrying the right of
voting at general meetings of the Company shall at all times have the right, by written requisition sent to the Board or
the Company Secretary of the Company, to require a SGM to be called by the Board for the transaction of any business
specified in such requisition; and such meeting shall be held within two months after the deposit of such requisition.
The written requisition must state the purposes of the meeting, signed by the requisitionists and may consist of several

documents in like form, each signed by one or more requisitionists.

If the requisition is in order, the Company Secretary will ask the Board to convene a SGM by serving sufficient notice in
accordance with the statutory requirements to all the registered shareholders. On the contrary, if the requisition is invalid,

the requisitionists will be advised of this outcome and accordingly, no SGM will be convened as requested.

If the Board does not proceed duly to convene a SGM within twenty-one days from the date of the deposit of the requisition,
the requisitionists, or any of them representing more than half of the total voting rights of all of them, may themselves
convene a SGM, but any meeting so convened shall not be held after the expiration of three months from the said date of

the deposit of the requisition.

Putting forward proposals at general meetings

Pursuant to the Bermuda Companies Act 1981, any number of the registered shareholders holding not less than one-
twentieth (i.e. 5%) of the paid-up capital of the Company carrying the right of voting at general meetings of the Company, or
not less than 100 of such registered shareholders, can request the Company in writing to (a) give to shareholders entitled
to receive notice of the next general meeting notice of any resolution which may properly be moved and is intended to be
moved at that meeting; and (b) circulate to shareholders entitled to receive notice of any general meeting any statement of
not more than 1,000 words with respect to the matter referred to in any proposed resolution or the business to be dealt with

at that meeting.

The requisition signed by all the requisitionists must be deposited at the registered office of the Company with a sum
reasonably sufficient to meet the Company’s relevant expenses and not less than six weeks before the meeting in case of a
requisition requiring notice of a resolution or not less than one week before the meeting in the case of any other requisition.
Provided that if an annual general meeting is called for on a date falling within six weeks or less after the requisition has
been deposited, the requisition, though not deposited within the time required, shall be deemed to have been properly

deposited for the purposes thereof.

Proposing a person for election as a Director

Pursuant to the Bye-laws of the Company, if a shareholder, who is duly qualified to attend and vote at the general meeting
convened to deal with appointment/election of Director(s), wishes to propose a person (other than the shareholder himself/
herself) for election as a Director at that meeting, such shareholder can deposit a written notice at the Company’s head
office at 10 Yurun Road, Jianye District, Nanjing, the PRC or at the Company’s branch share registrar, Tricor Investor
Services Limited, at 17/F., Far East Finance Centre, 16 Harcourt Road, Hong Kong, for the attention of the Board or the

Company Secretary of the Company.
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In order for the Company to inform all shareholders of that proposal, the written notice must state the full name of the
person proposed for election as a Director and his/her biographical details as required by Rule 13.51(2) of the Listing

Rules and be signed by the shareholder concerned and that person indicating his/her willingness to be elected.

The period for lodgment of such a written notice will commence no earlier than the day after the despatch of the notice of

the general meeting and end no later than seven days prior to the date of such general meeting.

(iv) Directing enquiries from shareholders to the Board
Shareholders may at any time send their enquiries in writing to the Investor Relations Department of the Company at the
Company’s principal place of business in Hong Kong at Suite 4707, 47th Floor, Central Plaza, 18 Harbour Road, Wanchai,
Hong Kong.

In addition, shareholders may direct their enquiries about their shareholdings to the Company’s branch share registrar in

Hong Kong, Tricor Investor Services Limited, at 17/F., Far East Finance Centre, 16 Harcourt Road, Hong Kong.

DIVIDEND POLICY
The declaration, recommendation and payment of dividends will be subject to the discretion of the Board. The Board shall

consider a range of factors before declaring or recommending any dividends, including but not limited to:
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o The Company’s actual and expected financial performance;
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o The Group’s liquidity position; .
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° The Group’s expected working capital requirements and future expansion plans; 3
)
=
° General economic conditions and other internal or external factors that may have an impact on the business or financial 3
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performance and position of the Company; and

o Any other factors that the Board deems relevant.

The shareholders of the Company may not expect any dividends under the following circumstances, including but not limited to:

. During the growth phase of the Group or during significant expansion or undertaking of any acquisitions or joint ventures

requiring higher allocation of capital;
o Whenever the Company proposes or plans to utilise surplus cash to repurchase the shares of the Company; or

o Inadequacy of profits or if the Company incurs losses.

The declaration, recommendation and payment of any dividends are also subject to compliance with applicable laws, regulations

and the Bye-laws. There can be no assurance that dividends will be paid in any particular amount for any given period.
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GOING CONCERN

RESPONSES FROM THE DIRECTORS REGARDING THE “DISCLAIMER OF OPINION” SET OUT IN THE
INDEPENDENT AUDITOR’S REPORT FOR THE YEAR ENDED 31 DECEMBER 2025

BDO Limited (the “Auditor”), the independent auditor of the Company, stated in the Independent Auditor's Report (the “Independent
Auditor’'s Report”) set out in the 2025 Annual Report that they do not express an opinion on the consolidated financial statements
of the Group due to the potential interaction of the multiple uncertainties relating to going concern and their possible cumulative

effects on the consolidated financial statements. For details, please refer to “Independent Auditor’s Report”.

As disclosed in note 3(b) to the consolidated financial statements of the Group for 2025, assuming the success of the plans and
measures to mitigate the liquidity pressure and to improve financial position, the Directors consider the Group would be able
to finance its operations and to meet its financial obligations as and when they fall due within the next fifteen months from the
end of the reporting period. Accordingly, the Directors consider the use of going concern assumption in the preparation of the
consolidated financial statements of the Group is appropriate. However, the Auditor was unable to obtain sufficient supporting
bases to assess the appropriateness and reasonableness of the use of the going concern assumption and thus unable to form an
opinion of the basis. Although the Directors explained the situation to the Auditor, it remains difficult for the Directors to provide
such supporting evidence as the Auditor considers sufficient at this stage, in view of the disparities in the understanding of the

country’s political environment, legal framework and economic environment.

The Group has been actively tackling the challenges from all aspects during the Review Year

Despite facing multiple challenges, including business losses, breaches of certain covenants in bank borrowings and litigations,
the Directors and management actively addressed these issues throughout the Review Year. The Group’s management engaged
in multiple negotiations with banks to extend the principal repayment period and reduce interest rates regarding the overdue bank

borrowings during the Review Year.

In the context of a sluggish economy and tightened approval procedure of banks, the Group has made significant efforts
to maintain regular communication with bank regarding outstanding borrowings. All parties hope the Group can sustain
normal operations, and the bank has indicated that it would not take any radical actions against the Group. The Directors and
management believe that the likelihood of the bank requiring immediate repayment from the Group is not high, and therefore, this

does not pose a significant impact on the Group’s business operations.

However, the Auditor did not remove the “Disclaimer of Opinion” for the Review Year due to the outstanding bank borrowings that

have yet to be fully resolved.
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Major plans to resolve the disagreement on the going concern basis with Auditor and the removal of the
“Disclaimer of Opinion”

The primary focus of the Company’s work plan is to address overdue bank borrowings. Currently, the Group has overdue but
outstanding bank borrowings with principal amount of HK$352 million from a state-owned commercial bank in the PRC. The Group
has been continued to actively negotiate with the relevant bank by seeking to reach consensus such as installment repayment
of the principal and the waiving of penalties and compound interest for the previous periods. In addition to visiting the bank,
the Group maintains regular contact with the relevant bank managers on a regular basis to monitor progress on the proposed

solutions.

Meanwhile, the Group endeavored to persuade the relevant bank to realise its rights as creditor within the relevant time frame
under the consolidated restructuring plan. As of the date of this report, the matter is still under internal processing at the bank, and

no latest notification has been received.

In 2025, the Directors and management will continue to fulfil their responsibilities and strive to secure the most favorable solutions
for the Group. The Company will further disclose details of the settlement of overdue bank borrowings to the stakeholders of the

Company as and when appropriate.

Removal of “Disclaimer of Opinion”

Assuming all of the above plans and actions can be completed as planned, and no new circumstances or conditions arise,
subject to the satisfactory completion of the Auditor’s review of the management’s assessment of the Group’s going concern, the
disclaimer of opinion may be removed in connection with the audit of the consolidated financial statements of the Group for the

year ending 31 December 2025.

Views of the Audit Committee and Directors

The Audit Committee of the Company and Directors had reviewed the “Disclaimer of Opinion”, the management’s position
concerning the “Disclaimer of Opinion” and the measures taken by the Group to address the “Disclaimer of Opinion”. The Audit

Committee agreed with the Board’s position aforementioned.

The Audit Committee had also discussed with the Auditor the financial position of the Company and the measures taken and
to be taken by the Group, understood the Auditor’s considerations in forming its opinion, and took the Auditor’s rationale into

consideration.

Furthermore, the Audit Committee and the Directors had assessed the plans and measures to be implemented by the management
to address the uncertainties regarding going concern underlying the “Disclaimer of Opinion”. The Audit Committee was satisfied

that the abovementioned action plan may address the “Disclaimer of Opinion”.
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REPORT OF THE DIRECTORS
The board of directors (the “Board” or the “Directors”) of China Yurun Food Group Limited (the “Company”, together with its
subsidiaries, the “Group”) presents its 2025 annual report, together with the report of the Directors and the consolidated financial

statements of the Group for the year ended 31 December 2025.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. The principal activities of the subsidiaries of the Company comprise
provision of a wide range of meat (chilled and frozen) and processed meat (low temperature meat products and high temperature
meat products) with a particular focus on pork products. There was no significant change in the nature of the Group’s principal
activities during the Review Year. Details of the activities of the principal subsidiaries are set out in Appendix 1 to the consolidated

financial statements.

RESULTS AND APPROPRIATIONS
The Group’s result for the year ended 31 December 2025 and the state of affairs of the Group as at that date are set out in the

consolidated financial statements on pages 53 to 118.
The Board does not recommend the payment of final dividend for the year.

PROPERTY, PLANT AND EQUIPMENT
Details of the movements in the property, plant and equipment of the Group for the year ended 31 December 2025 are set out in

note 16 to the consolidated financial statements.

BUSINESS REVIEW

Review of business and performance

A business review of the Group, a discussion and analysis of the Group’s performance and material factors underlying its results
and financial position during the year and the outlook of the Group are set out in the Chairman’s Statement and the Management
Discussion and Analysis from pages 3 to 5 and pages 6 to 15 respectively of this annual report. The discussion forms a part of this

Report of the Directors.

Principal risks and uncertainties

In addition to the matters referred to in the Chairman’s Statement and the Management Discussion and Analysis, the description of
the principal risks and uncertainties facing the Company as required to be disclosed pursuant to the applicable Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong Limited (the “Listing Rules”) and the Companies Ordinance (Chapter
622 of the laws of Hong Kong) can be found from pages 26 to 31 of this annual report. Save as stated above, there may be other
risks and uncertainties which are unknown to the Group or which may not be material now but is likely to become material in the

future.
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ENVIRONMENTAL POLICIES AND PERFORMANCE

The Group is committed to environmental protection and minimising the environmental impact of its production and business
activities. While the industry in which the Group operates is not classified as heavily polluting, emissions such as slag, waste
water and off-gas are generated during the hogs slaughtering process. The Group has adopted system-wide food safety and
environmental-friendly production concepts in factory design. Our production base obtained local government approval before
operations, including approval for the environmental impact report. In addition to implementing the 1ISO14001 Environmental
Management System (“EMS”), the Group regularly reviews clean production practices, promotes recycling and adopts various

environmental protection measures.

Further details will be disclosed in the Environmental, Social and Governance Report of the Company for the year ended 31

December 2025 to be published on the same date of this annual report.

COMPLIANCE WITH LAWS AND REGULATIONS THAT HAVE A SIGNIFICANT IMPACT ON THE GROUP

The Group has established compliance procedures to ensure adherence to applicable laws, rules and regulations that significantly
impact its operations. Our Audit Committee is delegated by the Board to review and monitor the Group’s compliance with the
policies and practices on corporate governance and regulatory requirements and such policies are regularly reviewed. The
relevant employees and the operation units are kept informed from time to time of any change to the applicable laws, rules and

regulations.

RELATIONSHIP WITH EMPLOYEES
Working environment

As at 31 December 2025, the Group had a total of approximately 454 employees in the PRC and Hong Kong.

The Group provides employees in the mainland China with nice workplace in a green factory, reasonable remuneration packages,
sound incentive mechanism, extensive career advancement opportunities and other benefits such as accommodation, meals

allowances, insurance, housing fund and retirement benefit. We are committed to improve working environment of our staff.

We also support staff facing financial hardship through a mutual-help charity fund and extend assistance to retired employees and

those with families in need, particularly during festive occasions.

Training and career development of employees
The Group values the importance of staff training. We organise in-house management training courses as well as training
programmes specialising in aspects such as human resources, finance, administration, quality control, marketing and project

management for enhancing the level of skills of managerial and professional staff.

The Group actively recruits young and vibrant employees to develop the Group’s new products and sales channels for the
new generation consumer group. We focus on fostering colleagues with motivation and potential to allow them more room for

development and promotion. We retain our talent for the Group’s future needs.
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Health and safety of employees

The Group monitors the management of safe production in strict compliance with the relevant laws and regulations. We set up
safety management team and formulated guidelines and annual objectives for management of safe production. We formed an
integrated and comprehensive accident prevention system and formulated contingency plans and predetermined procedures for
emergency according to the nature of incident. Regular emergency drills and exercises are conducted every year to ensure our

employees’ full understanding of these plans and procedures.

In addition, the Group has included safety management as one of the annual objectives of all levels of the management to

enhance their awareness of safety management and ensure the effective implementation of the safe production process.

RELATIONSHIP WITH CUSTOMERS
We highly value our customers as important partners for the Group’s sustainability and development. We treasure our cooperative

relationship with customers and require our staff to provide attentive service with sincere attitude.

Meanwhile, in order to monitor business operation and to achieve business integrity and mutual benefits, we established an
incentive mechanism for distributors and relevant agreements are signed with them to regulate business, so as to ensure that the

interests of customers and the Group are protected by law.

RELATIONSHIP WITH SUPPLIERS

As the origin of the supply chain, suppliers are essential to the efficient operation of the whole supply chain and also the
sustainability and growth of enterprises. The Group established a series of policies and rules to monitor the suppliers and their
supply of raw materials to ensure that the interests of the Group and suppliers are not prejudiced and the quality of the raw

materials can comply with the Group’s standard.

FORWARD-LOOKING STATEMENTS

These forward-looking statements represent the Group’s expectations or beliefs concerning future events and involve known and
unknown risks and uncertainties that could cause actual results, performance or events to differ materially from those expressed
or implied in such statements. Certain statements, that include wordings like “potential”, “estimate”, “expect”, “intend”, “plan”,

“believe”, and similar expressions or variations on such expressions may be considered “forward-looking statements”.

Forward-looking statements involve inherent risks and uncertainties. Readers should be cautioned that a number of factors could
cause actual results to differ in some instances materially from those anticipated or implied in any forward-looking statement.
Forward-looking statements speak only at the date they are made, and it should not be assumed that they have been reviewed or

updated in the light of new information or future events.

SUBSEQUENT EVENTS
There was no material events undertaken by the Group subsequent to 31 December 2025 and up to the date of this annual report.
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SHARE CAPITAL
Details of the movements in the share capital of the Company during the Review Year are set out in note 29 to the consolidated

financial statements.

PRE-EMPTIVE RIGHTS
There are no provisions for pre-emptive rights under the Company’s Bye-laws or the laws of Bermuda.

PURCHASE, SALE OR REDEMPTION OF LISTED SECURITIES OF THE COMPANY
Neither the Company nor any of its subsidiaries purchased, sold or redeemed any of the Company’s listed securities during the

Review Year.

RESERVES
Details of the movements in the reserves of the Company during the Review Year are set out in note 30 to the consolidated
financial statements. Details of the movements in the reserves of the Group during the Review Year are also included in the

Consolidated Statement of Changes in Equity on page 57 of this annual report.

FINANCIAL SUMMARY
A summary of the published results and the assets and liabilities of the Group for the last five financial years is set out on page 120

of this annual report.

DISTRIBUTABLE RESERVES
As at 31 December 2025, the Company’s reserves available for distribution, calculated in accordance with the Bermuda

Companies Act 1981, amounted to approximately HK$55,716,000.

MAJOR CUSTOMERS AND SUPPLIERS
The information in respect of the Group’s sales and purchases to the major customers and suppliers, respectively, during the year

ended 31 December 2025 is as follows:

Percentage of the Group’s total

Sales Purchases

% %

The largest customer 15.95% -
Five largest customers in aggregate 37.86% -
The largest supplier - 18.38%
Five largest suppliers in aggregate - 68.95%

To the best of the knowledge of our Directors, none of our Directors, their respective close associates or any shareholder who

owns more than 5% of the issued shares of the Company, had any interest in these major customers and suppliers.
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DIRECTORS
The Directors during the Review Year and up to the date of this annual report are:

Executive Directors

Zhu Yuan N (Chairman and Chief Executive Officer)

Yang Linwei

Independent Non-executive Directors
Gao Hui #RN
Chen Jianguo "N

Xu Xinglian A

A: Members of Audit Committee
R: Members of Remuneration Committee
N: Members of Nomination Committee

All Directors are subject to the rotation provisions set out in the Bye-laws of the Company.

In accordance with Bye-law 87 of the Company’s Bye-laws, Gao Hui and Chen Jianguo will retire from office by rotation and, being

eligible, offer themselves for re-election at the forthcoming annual general meeting (*“AGM”).

CONFIRMATION OF INDEPENDENCE OF INDEPENDENT NON-EXECUTIVE DIRECTORS
The Company has received an annual confirmation of independence pursuant to Rule 3.13 of the Listing Rules from each of the
independent non-executive Directors and the Company considers such Directors to be independent during the financial year

ended 31 December 2025 and remain so as of the date of this annual report.

BIOGRAPHICAL DETAILS OF DIRECTORS
Biographical details of the Directors of the Company as at the date of this annual report are set out on page 16 of this annual

report.

DIRECTORS’ SERVICE CONTRACTS
None of the Directors being proposed for re-election at the AGM has a service contract with the Company which is not

determinable by the Company within one year without payment of compensation, other than statutory compensation.

Details of the remuneration payable to the Directors for the year ended 31 December 2025 are set out in note 12 to the

consolidated financial statements.

DIRECTORS’ REMUNERATION POLICY

The Directors’ remuneration are determined by the Board with reference to duties and responsibilities of the Directors and
the performance and results of the Group. The Remuneration Committee was established for reviewing and determining the
remuneration and compensation packages of the Directors and senior management of the Company. Details of the Remuneration

Policy are set out on page 24 of this annual report.
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DIRECTORS’ INTERESTS IN TRANSACTIONS, ARRANGEMENTS OR CONTRACTS

Zhu Yuan, the executive Director of the Company, is the daughter of Mr. Zhu. As Mr. Zhu is a connected person of the Group,
Zhu Yuan is therefore an associate of Mr. Zhu, who has a material interest in each of the continuing connected transactions as
disclosed under the section headed “Continuing Connected Transactions” below. Since Zhu Yuan has a material interest in the
relevant transactions, she has abstained from voting on the Board meeting approving such transactions.

Save for the above, no transaction, arrangement or contract of significance to which the Company, or any of its holding company,
subsidiaries or fellow subsidiaries was a party, and in which a Director of the Company had a material interest (direct or indirect),
subsisted at the end of the financial year or at any time during the year ended 31 December 2025.

PERMITTED INDEMNITY PROVISION

The Company’s Bye-laws provide that every Director shall be indemnified out of the assets and profits of the Company against all
actions, costs, charges, losses, damages and expenses which they will or may incur or sustain by or by reason of any act done,
concurred in or omitted in or about the execution of their duty or supposed duty in their offices.

The Company has taken out and maintained directors’ liability insurance during the Review Year which provides appropriate cover
for the Directors.

COMPETING BUSINESS
During the Review Year, Zhu Yuan, an executive Director, the Chairman of the Board and the Chief Executive Officer of the
Company, also served as the chairman of Yuber Food (Maanshan) Co., Ltd. since 17 May 2023.

Based on the information presently available to the Company, the Board does not consider Zhu Yuan’s aforesaid role to constitute
an interest in a business which competes or is likely to compete, either directly or indirectly, with the business of the Group. The
above information is nevertheless set out under this section for completeness. Save as disclosed above, none of the Directors had
any interest in any business which competed or was likely to compete, either directly or indirectly, with the business of the Group
during the Review Year.

MANAGEMENT CONTRACTS
No contracts concerning the management and administration of the whole or any substantial part of the business of the Group was
entered into or subsisting during the Review Year.

DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS AND SHORT POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES

As at 31 December 2025, the number of issued ordinary shares of the Company was 1,822,755,650; and none of the Directors
and/or the chief executive of the Company had any interests or short positions in the shares, underlying shares and debentures of
the Company or any associated corporation (within the meaning of Part XV of the Securities and Futures Ordinance (Chapter 571
of the Laws of Hong Kong) (the “SFQO”)), as recorded in the register of the Company required to be kept under Section 352 of the
SFO, or as otherwise notified to the Company and The Stock Exchange of Hong Kong Limited (the “Hong Kong Stock Exchange”)
pursuant to the Model Code for Securities Transactions by Directors of Listed Issuers (the “Model Code”) contained in Appendix
C3 to the Listing Rules.

DEBENTURE ISSUED

There was no debenture issued by the Company during the year.
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SHARE OPTION SCHEME

The Company adopted a Share Option Scheme on 7 August 2015, for the purpose of providing incentives to qualified participants
who contribute to the growth of the Group (the “Share Option Scheme”). The Share Option Scheme has expired on 6 August 2025
and there was no outstanding share option during the year ended 31 December 2025. Save as disclosed above, there were no
share option has been granted, vested, exercised, cancelled or lapsed under the Share Option Scheme during the year ended 31
December 2025.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR DEBENTURES

There were no share options granted to or exercised by the Directors or qualified participants of the Company during the year and
no outstanding balances as at 31 December 2025 are set out in the paragraph headed “Share Option Scheme” and note 28 to the
consolidated financial statements.

Save as disclosed above, at no time during the year was the Company or any of its subsidiaries a party to any arrangement which
enables the Directors to acquire benefits by means of acquisition of shares in or debentures of the Company or any other body
corporate.

EQUITY-LINKED AGREEMENTS
Other than the Share Option Scheme of the Company as disclosed above, no equity-linked agreements were entered into by the
Group during the financial year or subsisted at the year end.

SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND SHORT POSITIONS IN SHARES AND UNDERLYING
SHARES

As at 31 December 2025, so far as is known to the Directors and the chief executive of the Company, the interests or short
positions of substantial shareholders/other persons (other than Directors and chief executive of the Company) in the shares and
underlying shares of the Company as recorded in the register of the Company required to be kept under Section 336 of the SFO
were as follows:

Approximate
percentage of

Name Nature/Capacity of interest Number of shares®™ " the issued shares
Willie Holdings Limited Beneficial ownertNete2 470,699,900 (L) 25.82%
Zhu Yicai Interest in controlled corporation®ete 2 470,699,900 (L) 25.82%
Wu Xueqin Interest in controlled corporation®ot 2 470,699,900 (L) 25.82%
Notes:

1. The letter “L” denotes a long position in the shares.

2. These shares represent the shares of the Company held by Willie Holdings Limited (“Willie Holdings”) as beneficial owner. Willie Holdings is
owned as to 93.41% by Mr. Zhu, a former executive Director and Chairman of the Company, and as to 6.59% by Wu Xueqin (“Ms. Wu"), the
spouse of Mr. Zhu. Mr. Zhu is deemed to be interested in the shares of the Company held by Willie Holdings as well as the entire issued share
capital of Willie Holdings by virtue of Part XV of the SFO. Ms. Wu, being the spouse of Mr. Zhu, is also deemed to be interested in these shares
by virtue of Part XV of the SFO.

Save as disclosed above, as at 31 December 2025, no other parties were recorded in the register of the Company required to be
kept under Section 336 of the SFO as having interests or short positions in the shares or underlying shares of the Company.
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CONTINUING CONNECTED TRANSACTIONS

Certain related party transactions as disclosed in note 34 to the consolidated financial statements also constituted continuing
connected transactions under the Listing Rules which are required to be disclosed in this annual report in accordance with
Chapter 14A of the Listing Rules:

Purchase of packaging materials from the Packaging Materials Selling Entity (as defined below)

On 20 December 2023, the Company entered into a packaging materials purchase framework agreement (the “Packaging
Materials Purchase Framework Agreement”) with ik T 8E 22 # K AR A5 (Tongcheng Furun Packaging Materials Company
Limited*) and & 4t %18 £ 3 &) & A R 2 7 (Huaibei Herun Packaging Products Company Limited*) (the “Packaging Materials
Selling Entity”) for the continual sourcing of packaging materials from the Packaging Materials Selling Entity. Pursuant to the
Packaging Materials Purchase Framework Agreement, the price for the sourcing of packaging materials shall be determined on an
arm’s length basis, and negotiated between the parties to the Packaging Materials Purchase Framework Agreement with reference
to the market price at the time the purchase order is placed, provided that such price shall not be higher than the average price
paid by the Group to other independent third parties on an arm’s length basis and normal commercial terms for the same type
of products during the relevant period. The Packaging Materials Purchase Framework Agreement has a term of three years,
commencing on 1 January 2024 and ending on 31 December 2026. Details of the Packaging Materials Purchase Framework
Agreement were disclosed in the Company’s announcement dated 20 December 2023. The annual caps of the transactions
amounts for the financial years ending 31 December 2024, 2025 and 2026 are RMB12.60 million, RMB12.70 million and RMB12.80

million, respectively.

The aggregate purchase amount pursuant to the Packaging Materials Purchase Framework Agreement during the year amounted
to approximately RMB3,622,000 (equivalent to approximately HK$3,957,000).

Mr. Zhu is a substantial shareholder of the Company who is indirectly interested in approximately 25.82% of the issued shares
of the Company, and is therefore a connected person of the Company under the Listing Rules. The Packaging Materials Selling
Entity, being entity owned and/or controlled by T &/ #5iE & ik 9 B PR A 7] (Jiangsu Yurun Delicacies Co., Ltd.*)(“Jiangsu
Yurun Delicacies”). As Jiangsu Yurun Delicacies is held as to approximately 33% by Mr. Zhu, the Packaging Materials Selling
Entity has become connected person of the Company under the Listing Rules. As one or more of the applicable percentage ratios
in respect of the annual caps of the Packaging Materials Purchase Framework Agreement exceed 0.1% but are less than 5%, the
transactions contemplated under the Packaging Materials Purchase Framework Agreement are subject to the reporting, annual
review and announcement requirements but are exempted from independent shareholders’ approval requirement under Chapter
14A of the Listing Rules.
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Sales of packaging products and materials to the Packaging Products and Materials Purchasing Entities (as
defined below)

On 20 December 2023, the Company entered into a packaging products and materials supply framework agreement (the
“Packaging Products and Materials Supply Framework Agreement”) with Mr. Zhu (for and on behalf of the Packaging Products
and Materials Purchasing Entities (as defined in the Company’s announcement dated 20 December 2023) for the continual supply
of packaging products and materials to the Packaging Products and Materials Purchasing Entities. Pursuant to the Packaging
Products and Materials Supply Framework Agreement, the sales price of the packaging products and materials under the
Packaging Products and Materials Supply Framework Agreement shall be determined on an arm’s length basis, and negotiated
between the buyer and the seller with reference to the market price at the time the purchase order is placed, provided that such
price shall not be lower than the average price offered by the Group to other independent third parties on an arm’s length basis
and normal commercial terms for the same type of products during the relevant period. The Packaging Products and Materials
Supply Framework Agreement has a term of three years, commencing on 1 January 2024 and ending on 31 December 2026.
Details of the Packaging Products and Materials Supply Framework Agreement were disclosed in the Company’s announcement
dated 20 December 2023. The annual caps of the transactions amounts for the financial years ending 31 December 2024, 2025
and 2026 are RMB2.60 million, RMB2.90 million and RMB3.20 million, respectively.

The aggregate sales amount pursuant to the Packaging Products and Materials Supply Framework Agreement during the year

amounted to approximately RMB59,000 (equivalent to approximately HK$64,000).

Mr. Zhu is a substantial shareholder of the Company who is indirectly interested in approximately 25.82% of the issued shares
of the Company, and is therefore a connected person of the Company under the Listing Rules. The Packaging Products and
Materials Purchasing Entities (except for B R 1 & &35 (& B ) Ik 5 £ BR 2 & (Nanjing Emporium (Group) Co. Ltd*) (“Nanjing
Emporium Group”)), being entities owned and/or controlled by Jiangsu Yurun Delicacies, which is held as to approximately 33% by
Mr. Zhu, and Nanjing Emporium Group is held directly or indirectly as to approximately 57% by Mr. Zhu, the Packaging Products
and Materials Purchasing Entities have become connected persons of the Company under the Listing Rules. As one or more of the
applicable percentage ratios in respect of the annual caps of the Packaging Products and Materials Supply Framework Agreement
exceed 0.1% but are less than 5%, the transactions contemplated under the Packaging Products and Materials Supply Framework
Agreement are subject to the reporting, annual review and announcement requirements but are exempted from independent

shareholders’ approval requirement under Chapter 14A of the Listing Rules.
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Purchase of hogs from the Selling Entity (as defined below)

On 12 December 2024, the Company entered into a Hogs Purchase Framework Agreement (“the Hogs Purchase Framework
Agreement”) with JT & 9 E B E X £ E AR 2 F) (Jiangsu Yurun Meat Group Limited*), an entity incorporated in the PRC and
owned and/or controlled by Mr. Zhu and his associates, and principally engaged in the business of breeding and/or sales of
hogs) (the “Selling Entity”) for the continual sourcing of hogs from the Selling Entity. Pursuant to the Hogs Purchase Framework
Agreement, the price for the sourcing of hogs shall be determined on an arm’s length basis, and negotiated between the parties
to the Hogs Purchase Framework Agreement with reference to the market price at the time the purchase order is placed, provided
that such price shall not be higher than the average price paid by the Group to other independent third parties on an arm’s length
basis and normal commercial terms for the same type of products during the relevant period. The Hogs Purchase Framework
Agreement has a term of three years, commencing on 1 January 2025 and ending on 31 December 2027. Details of the Hogs
Purchase Framework Agreement were disclosed in the Company’s announcements dated 12 December 2024 and 20 December
2024. The annual caps of the transactions amounts for the financial years ending 31 December 2025, 2026 and 2027 are RMB2

million, RMB4 million and RMB6 million, respectively.

Mr. Zhu is a substantial shareholder of the Company who is indirectly interested in approximately 25.82% of the issued shares
of the Company, and is therefore a connected person of the Company under the Listing Rules. The Selling Entity, being entity
owned and/or controlled by Jiangsu Yurun Delicacies. As Jiangsu Yurun Delicacies is held as to approximately 33% by Mr.
Zhu, the Selling Entity has become connected person of the Company under the Listing Rules. As one or more of the applicable
percentage ratios in respect of the annual caps of the Hogs Purchase Framework Agreement exceed 0.1% but are less than 5%,
the transactions contemplated under the Hogs Purchase Framework Agreement are subject to the reporting, annual review and
announcement requirements but are exempted from independent shareholders’ approval requirement under Chapter 14A of the
Listing Rules.

Sales of raw pork to the Raw Pork Purchasing Entities (as defined below)

On 12 December 2024, the Company entered into a raw pork supply framework agreement (the “Raw Pork Supply Framework
Agreement”) with JT & B A B E £ £ 8 AR A7) (Jiangsu Yurun Meat Group Limited*) and 2 f B & 5 A R 2 7 (Nanjing
Yurun Food Co., Ltd.*) (“Nanjing Yurun”) (the “Raw Pork Purchasing Entities”) for the continual supply of raw pork to the Raw
Pork Purchasing Entities and/or their respective subsidiaries and/or associates. Pursuant to the Raw Pork Supply Framework
Agreement, the sales price for the raw pork shall be determined on an arm’s length basis, and negotiated between the parties to
the Raw Pork Supply Framework Agreement with reference to the market price at the time the purchase order is placed, provided
that such price shall not be lower than the average price sold by the Group to other independent third parties on an arm’s length
basis and normal commercial terms for the same type of products in the same site area during the six months immediately before
the order is placed. The Raw Pork Supply Framework Agreement has a term of three years commencing on 1 January 2025
and ending on 31 December 2027. Details of the Raw Pork Supply Framework Agreement were disclosed in the Company’s
announcements dated 12 December 2024 and 20 December 2024. The annual caps of the transactions amounts for the financial
years ending 31 December 2025, 2026 and 2027 are RMB2.5 million, RMB4.5 million and RMB6 million, respectively.

The aggregate sales amount pursuant to the Raw Pork Supply Framework Agreement during the year amounted to approximately
RMB170,000 (equivalent to approximately HK$185,000).
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Mr. Zhu is a substantial shareholder of the Company who is indirectly interested in approximately 25.82% of the issued shares of
the Company, and is therefore a connected person of the Company under the Listing Rules. The Raw Pork Purchasing Entities,
being entity owned and/or controlled by Jiangsu Yurun Delicacies. As Jiangsu Yurun Delicacies is held as to approximately 33%
by Mr. Zhu, the Raw Pork Purchasing Entities has become connected person of the Company under the Listing Rules. As one or
more of the applicable percentage ratios in respect of the annual caps of the Raw Pork Supply Framework Agreement exceed
0.1% but are less than 5%, the transactions contemplated under the Raw Pork Supply Framework Agreement are subject to the
reporting, annual review and announcement requirements but are exempted from independent shareholders’ approval requirement
under Chapter 14A of the Listing Rules.

The transactions detailed under the headings “Purchase of packaging materials from the Packaging Materials Selling Entity”, “Sales
of packaging products and materials to the Packaging Products and Materials Purchasing Entities”, “Purchase of hogs from the
Selling Entity” and “Sales of raw pork to the Raw Pork Purchasing Entities” above constituted continuing connected transactions of
the Group. The independent non-executive Directors have reviewed these continuing connected transactions and confirmed that

the transactions have been entered into:

1. in the ordinary and usual course of business of the Group;
2. on normal commercial terms or better; and
3. according to the agreements governing them on the terms that are fair and reasonable and in the interests of the

shareholders of the Company as a whole.
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The Company’s auditor was engaged to report on the Group’s continuing connected transactions in accordance with the Hong
Kong Standard on Assurance Engagements 3000 (Revised) “Assurance Engagements Other Than Audits or Reviews of Historical
Financial Information” and with reference to Practice Note 740 (Revised) “Auditor’s Letter on Continuing Connected Transactions
under the Hong Kong Listing Rules” issued by the Hong Kong Institute of Certified Public Accountants. The auditor has issued the
unqualified report containing the auditor’s findings and conclusions in respect of the continuing connected transactions disclosed
by the Group on pages 45 to 48 of this annual report in accordance with Rule 14A.56 of the Listing Rules. The auditor of the

Company has confirmed in letter to the Board that nothing has come to its attention that causes it to believe that:
1. the disclosed continuing connected transactions have not been approved by the Board of the Company;

2. for transactions involving the provision of goods or services by the Group, the transactions were not, in all material

respects, in accordance with the pricing policies of the Group;

3. the disclosed continuing connected transactions were not entered into, in all material respects, in accordance with the

relevant agreements governing such transactions; and
4. the disclosed continuing connected transactions have exceeded the annual cap, where applicable.

Details of the significant related party transactions conducted in the normal course of business are set out in note 34 to the
consolidated financial statements. None of these related party transactions constitutes a connected transaction as defined and
required to be disclosed under the Listing Rules, except for those described in the section headed “Continuing Connected
Transactions” in this annual report, in respect of which the disclosure requirements in accordance with Chapter 14A of the Listing

Rules have been complied with.

Save as disclosed above, there is no other transaction of the Company which requires disclosure in this annual report in

accordance with the Listing Rules.

*

For identification purposes only
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PUBLIC FLOAT
Based on the information publicly available to the Company and within the knowledge of the Directors, the Company maintained

sufficient level of public float as required under the Listing Rules during the year and up to the date of this annual report.

TAX RELIEF AND EXEMPTION
The Company is not aware of any tax relief and exemption available to the shareholders by reason of their holding of the

Company'’s securities.

CORPORATE GOVERNANCE
The Board has reviewed the Company’s corporate governance practices and is satisfied that the Company was in compliance with
the applicable code provisions of the Corporate Governance Code set out in Appendix C1 to the Listing Rules, throughout the year

except for a deviation in code provision C.2.1.

Details of the Company’s corporate governance practices are set out in the “Corporate Governance Report” on pages 17 to 37 of

this annual report.

MODEL CODE FOR SECURITIES TRANSACTION BY DIRECTORS
The Company has adopted the Model Code as the Company’s code of conduct and rules governing dealings by all Directors
in the securities of the Company. The Company, having made specific enquiry of all Directors, confirms that the Directors have

complied with the required standards set out in the Model Code throughout the year.

AUDITOR
The consolidated financial statements of the Company for the year ended 31 December 2025 were audited by BDO Limited,
whose term of office will retire at the close of the AGM. A resolution for the re-appointment of BDO Limited as the auditor of the

Company will be proposed at the AGM.

By Order of the Board

Zhu Yuan
Chairman
Hong Kong, 26 March 2026



INDEPENDENT AUDITOR’S REPORT

Tel : +852 2218 8288 25t Floor Wing On Centre
Fax: +852 2815 2239 111 Connaught Road Central
www.bdo.com.hk Hong Kong

To the Shareholders of China Yurun Food Group Limited
(incorporated in Bermuda with limited liability)

DISCLAIMER OF OPINION

We were engaged to audit the consolidated financial statements of China Yurun Food Group Limited (the “Company”) and
its subsidiaries (together the “Group”) set out on pages 53 to 118, which comprise the consolidated statement of financial
position as at 31 December 2025, and the consolidated statement of profit or loss and other comprehensive income, the
consolidated statement of changes in equity and the consolidated statement of cash flows for the year then ended, and
notes to the consolidated financial statements, including material accounting policy information.

We do not express an opinion on the consolidated financial statements of the Group due to the potential interaction of
the multiple uncertainties relating to going concern and their possible cumulative effects on the consolidated financial
statements as described in the “Basis for Disclaimer of Opinion” section of our report. In all other aspects, in our opinion,
the consolidated financial statements have been properly prepared in compliance with the disclosure requirements of the
Hong Kong Companies Ordinance.

BASIS FOR DISCLAIMER OF OPINION
Multiple uncertainties relating to going concern

As described in note 3(b) to the consolidated financial statements, the Group incurred a net loss of HK$72,682,000 for the
year ended 31 December 2025 and as at 31 December 2025, the Group had net current liabilities of HK$889,471,000,
net liabilities of HK$752,931,000 and current and non-current bank borrowings amounting to HK$381,394,000 and
HK$55,306,000 respectively, while its cash and cash equivalents amounted to HK$18,023,000 only.

Certain current bank borrowings originated in prior financial periods amounted to HK$352,218,000 together with the
accrued interest of HK$300,559,000 (included in trade and other payables (note 27) to the consolidated financial
statements) were overdue as at 31 December 2025. In addition, as disclosed in notes 3(b) and 25(i) to the consolidated
financial statements, the Group could not fulfil certain bank covenants relating to the abovementioned bank borrowings of
HK$352,218,000 and the relevant bank had commenced litigations against the Group to settle the outstanding balances in
prior years.

These events and conditions may cast significant doubt on the Group’s ability to continue as a going concern.

Nevertheless, the consolidated financial statements have been prepared on a going concern basis based on the plans
and measures disclosed in note 3(b) to the consolidated financial statements to improve the Group’s liquidity and financial
position. The validity of going concern assumption on which the consolidated financial statements have been prepared
depends on the outcome of these plans and measures, including:

(i) the successful negotiation with the relevant bank for the renewal of terms of the banking facilities, the waiver of the
repayable on demand clause and breach of the undertaking and restrictive covenant requirements of the defaulted
bank borrowings with principal amount of HK$352,218,000;

(ii) the successful outcome on conclusive settlement of the bank borrowings as part of the consolidated restructuring as
disclosed in note 25(i) to the consolidated financial statements;

(iii) the successful implementation of sales and cost control strategies to improve the Group’s operating profitability and
cash flows; and

(iv)  the successful negotiation with the banks to obtain additional new financing and other source of funding as and
when required.

These indicate the existence of material uncertainties that may cast significant doubt on the Group’s ability to continue
as a going concern, and therefore that the Group may not be able to realise its assets and discharges its liabilities in the
normal course of business. As a result of the above-mentioned multiple uncertainties, the potential interaction of these
uncertainties, and the possible cumulative effect thereof, we were unable to form an opinion as to whether the going
concern basis of preparation is appropriate.
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Should the Group fail to achieve the intended effects resulting from the plans and measures as mentioned in note 3(b) to
the consolidated financial statements, it might not be able to operate as a going concern, and adjustments would have
to be made to write down the carrying amounts of the Group’s assets to their net realisable amounts, to provide for any
further liabilities that may arise and to reclassify non-current assets and non-current liabilities as current assets and current
liabilities respectively. The effects of these adjustments have not been reflected in the consolidated financial statements.

We disclaimed our opinion on the consolidated financial statements for the year ended 31 December 2024 (“2024
consolidated financial statements”) relating to the going concern basis of preparing the consolidated financial statements.
Any adjustments to the balances as at 31 December 2024 would affect the balances of these financial statements items as
at 1 January 2025 and the corresponding movements, if any, during the year ended 31 December 2025. The balances as
at 31 December 2024 and the amounts for the year then ended are presented as corresponding figures in the consolidated
financial statements for the year ended 31 December 2025. We disclaimed our audit opinion on the consolidated financial
statements for the year ended 31 December 2025 also for the possible effect of the disclaimer of audit opinion on 2024
consolidated financial statements on the comparability of 2025 figures and 2024 figures in these consolidated financial
statements.

DIRECTORS’ RESPONSIBILITIES FOR THE CONSOLIDATED FINANCIAL STATEMENTS

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

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

The directors are also responsible for overseeing the Group’s financial reporting process. The audit committee assists the
directors in discharging their responsibilities in this regard.

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

Our responsibility is to conduct an audit of the Group’s consolidated financial statements in accordance with Hong Kong
Standards on Auditing issued by the Hong Kong Institute of Certified Public Accountants (“HKICPA”) and to issue an
auditor’s report. This report is made solely to you, as a body, in accordance with Section 90 of the Bermuda Companies
Act 1981, and for no other purpose. We do not assume responsibility towards or accept liability to any other person for the
contents of this report.

However, due to the potential interaction of the multiple uncertainties relating to going concern and their possible
cumulative effect on the consolidated financial statements as described in the “Basis for Disclaimer of Opinion” section of
our report, it is not possible for us to form an audit opinion on these consolidated financial statements.

We are independent of the Group in accordance with the HKICPA’s “Code of Ethics for Professional Accountants” (the
“Code”) as applicable to audits of financial statements of public interest entities.

BDO Limited
Certified Public Accountants

Chan Tsz Hung
Practising Certificate Number: PO6693

Hong Kong, 26 March 2026



CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

For the year ended 31 December 2025

2025 2024
Notes HK$°000 HK$'000
Revenue 7 446,468 992,369
Cost of sales (308,021) (877,027)
Gross profit 138,447 115,342
Other net income 8 6,609 95,759
Distribution expenses (43,661) (37,330)
Administrative and other operating expenses (124,804) (157,901)
Results from operatingactivittes = _____| (23409) Lo
Finance income 30 211
Finance costs (49,303) (52,530)
CEiiEie s el (39:275)
Loss before income tax 9(b)&(c) (72,682) (36,449)
Income tax credit 10 - 45
Loss for the year (72,682) (36,404)
Attributable to:
Equity holders of the Company (71,245) (38,573)
Non-controlling interests (1,437) 2,169
Loss for the year (72,682) (36,404)

Loss per share

Basic and diluted 15 HK$(0.039) HK$(0.021)
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

For the year ended 31 December 2025

2025 2024
Notes HK$’000 HK$'000
Cesolorieyeer N, (72,662} S
Other comprehensive income for the year (after tax and reclassification
adjustments) 14
ltems that may be reclassified subsequently to profit or l0Ss:
Foreign currency translation differences for foreign operations 27,347 21,913
Foreign currency translation differences reclassified to profit or loss upon
disposal of a subsidiary = (4,111)
_______________________________________________________________________ 27,317
Total comprehensive income for the year (45,335) (18,602)
Attributable to:
Equity holders of the Company (49,975) (9,872)
Non-controlling interests 4,640 (8,730)
Total comprehensive income for the year (45,335) (18,602)

The notes on pages 60 to 118 are an integral part of these consolidated financial statements.



CONSOLIDATED STATEMENT OF FINANCIAL POSITION

31 December 2025

2025 2024

Notes HK$’000 HK$'000
Non-current assets
Property, plant and equipment 16 152,371 198,540
Lease prepayments 17 34,939 35,401
Intangible assets 19 2,807 3,056
Non-current prepayments and other receivables 20 1,729 1,723
I 1910967 e e
Current assets
Inventories 21 52,967 78,439
Trade and other receivables 22 222,680 286,749
Income tax recoverable 11 13 62
Cash and cash equivalents 23 18,023 40,983
______________________________________________________________________ 293,683 | 406233
Current liabilities
Trade and other payables 27 801,494 908,023
|ease liabilities 26 266 616
Bank borrowings 25 381,394 369,922
Income tax payable 11 - 33
_____________________________________________________________________ 1,183,154 = 1,278,594
Netcurrentliabilities (889.471) _ (872.361)
Total assets less current liabilities (697,625) (633,641)
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

31 December 2025

2025 2024
Notes HK$°000 HK$'000
Non-current liabilities
Bank borrowings 25 55,306 73,689
Lease liabilities 26 - 266
_______________________________________________________________________ 55806 7835
NET LIABILITIES (752,931) (707,596)
EQUITY
Share capital 29 182,276 182,276
Reserves (937,092) (887,117)
Total equity attributable to equity holders of the Company (754,816) (704,841)
Non-controlling interests 1,885 (2,755)
TOTAL EQUITY (752,931) (707,596)

Approved and authorised for issue by the board of directors on 26 March 2026.

Zhu Yuan Yang Linwei
Director Director

The notes on pages 60 to 118 are an integral part of these consolidated financial statements.



At1 January 2024

Loss for the year
Total other comprehensive income
for the year

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

For the year ended 31 December 2025

Attributable to equity holders of the Company

PRC Non-
Share Share Capital Merger  statutory  Exchange Accumulated controlling Total
capital premium surplus reserve reserves reserve losses Total interests equity

(Note 29)  (Note 30(b)) ~ (Note 30(c))  (Note 30(d))  (Note 30(¢))  (Note 30(f))
HK$'000 HK$000 HK$'000 HK$000 HK$'000 HK$'000 HK$000 HK$'000 HK$'000 HK$'000

182276 7400418 3290 (70,363) 91,397 8423  (8386222)  (694969) 5590 (689,379)

= = = (38,673) (38,573) 2,169 (36.404)

Total comprehensive income for the year

- - - - - 801 (B (987)  (87%0)  (18602)

Disposal of a subsidiary note 31) - L L ] L o ] o . B . 3
At 31 December 2024 and

1 January 2025 182276 7400418 3290 (70,363) 91397 12936  (8424795)  (704,841) (2,785)  (707,59)
Loss for the year - - - - - - (71,245) (71,245) (1,437) (72,682)

Total other comprehensive income
for the year

- - - - - 21,210

21,210 6,077 21,347

Total comprehensive income for the year

At 31 December 2025

- - - 2 - n0 (M5 (4997) 460 (853%)

182216 7,400,418 3,290 (70,363) 91,397 134206  (8496,040)  (754816) 1,885 (752,931)

The notes on pages 60 to 118 are an integral part of these consolidated financial statements.
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CONSOLIDATED STATEMENT OF CASH FLOWS

For the year ended 31 December 2025

2025 2024
Notes HK$°000 HK$'000
Cash flows from operating activities
Loss for the year (72,682) (36,404)
Adjustments for:
Depreciation 9(c) 25,859 30,955
Amortisation of intangible assets 9(c) 322 -
Interest income from bank deposits 9(a) (30) (211)
Finance costs 49,303 52,530
Impairment losses on property, plant and equipment 9(c) 17,541 42,119
Impairment losses on trade and other receivables, net 9(c) 49,932 55,879
Gain on disposal of property, plant and equipment and lease
prepayments 8 (13,010) (21,796)
Written-off property, plant and equipment 8 - 22,316
Written-off lease liabilities 8 - (60,651)
Gain on disposal of a subsidiary 31 - (17,710)
Gain on extinguishment of debt 8 - (56,152)
Written-off value-added tax recoverable 8 84 35,446
Write-down/(reversal of write-down) of inventories 9(c) (2,355) 1,019
Income tax credit - (45)
Operating profit before changes in working capital 54,964 47,295
Change in inventories 27,827 64,041
Change in trade and other receivables 20,322 84,266
Change in trade and other payables (134,343) (218,355)
Cash used in operating activities (31,230) (22,753)
Finance costs paid (38) (80)
Income tax refunded 16 45
Net cash used in operating activities (31,252) (22,788)



CONSOLIDATED STATEMENT OF CASH FLOWS

For the year ended 31 December 2025

2025 2024
Notes HK$°000 HK$'000
Cash flows from investing activities
Proceeds from disposal of property, plant and equipment 33,945 40,144
Proceeds from disposal of lease prepayments - 8,222
Interest received 30 211
Acquisitions of intangible assets - (3,103)
Acquisitions of property, plant and equipment (9,338) (10,732)
Net cash outflow on disposal of a subsidiary 31 - (2)
Net cash generated from investing activities 24837 . U740 g
%
Cash flows from financing activities g
(3;
Proceeds from a shareholder 5,000 - 8
Repayments of bank borrowings 24 (21,375) (15,348) g)
Payments of lease liabilities 24 (645) (2,929) ti
5
D
Net cash used In financing activites . ___________________{ (17,020  (18277) °
059
Net decrease in cash and cash equivalents (23,635) (6,325) =
g
Cash and cash equivalents at 1 January 40,983 39,298
Effect of exchange rate fluctuations on cash held 675 8,010 3
S
&
Cash and cash equivalents at 31 December 23 18,023 40,983

The notes on pages 60 to 118 are an integral part of these consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2025

GENERAL

China Yurun Food Group Limited (the “Company”) was incorporated in Bermuda on 21 March 2005 as an exempted
company with limited liability under the Bermuda Companies Act 1981. The address of the Company’s registered
office is Clarendon House, 2 Church Street, Hamilton HM 11, Bermuda.

The consolidated financial statements of the Company as at and for the year ended 31 December 2025 comprise
the Company and its subsidiaries (collectively referred to as the “Group”). The Group is primarily involved in
slaughtering, production and sales of chilled and frozen meat and processed meat products. The consolidated
financial statements were approved and authorised for issue by the board of directors of the Company (the “Board”
or the “Directors”) on 26 March 2026.

ADOPTION OF IFRS ACCOUNTING STANDARDS AS ISSUED BY THE INTERNATIONAL
ACCOUNTING STANDARDS BOARD (“IFRS ACCOUNTING STANDARDS”)

(a) Adoption of new/revised IFRS Accounting Standards — effective from 1 January 2025
Amendments to IAS 21 Lack of Exchangeability

Amendments to IAS 21 specify how an entity shall assess whether a currency is exchangeable into another
currency and how it shall estimate a spot exchange rate at a measurement date when exchangeability
is lacking. The amendments require disclosures of information that enable users of financial statements
to understand the impact of a currency not being exchangeable. As the currencies that the Group had
transacted in and the functional currencies of overseas subsidiaries, if any, for translation into the Group’s
presentation currency were exchangeable, the amendments did not have any impact on the Group's financial
statements.

The Group has not applied any new or amendments to IFRS Accounting Standards that is not yet effective for
the current year.

(b) New/revised IFRS Accounting Standards that have been issued but are not yet effective

The following new or amended IFRS Accounting Standards have been issued, but are not yet effective and
have not been early adopted by the Group. The Group’s current intention is to apply these changes on the
date they become effective.

Amendments to IFRS 9 and IFRS 7 Amendments to the Classification and Measurement of Financial
Instruments'’

Amendments to IFRS 9 and IFRS 7 Contracts Referencing Nature — dependent Electricity’

Amendments to IFRS 1, IFRS 7, IFRS 9,  Annual improvements to IFRS Accounting Standards —

IFRS 10 and IAS 7 Volume 11°

IFRS 18 Presentation and Disclosure in Financial Statements?

IFRS 19 Subsidiaries without Public Accountability: Disclosures?

Amendments to IAS 1 Classification by the Borrower of a Term Loan that Contains a
Repayment on Demand Clause?

Amendments to IFRS 10 and IAS 28 Sale or Contribution of Assets between an Investor and its Associate

or Joint Venture®

! Effective for annual periods beginning on or after 1 January 2026

2 Effective for annual periods beginning on or after 1 January 2027

& The amendments shall be applied prospectively to the sale or contribution of assets occurring in annual periods beginning
on or after a date to be determined

The Directors do not anticipate that the application of the above amendments in the future will have an impact
on the consolidated financial statements.



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2025

3: BASIS OF PREPARATION

(a)

(b)

Statement of compliance

The consolidated financial statements have been prepared in accordance with IFRS Accounting Standards,
which collective term includes all applicable individual IFRSs, IASs and Interpretations issued by the
International Accounting Standards Board (“IASB”). The consolidated financial statements also comply
with the applicable disclosure requirements of the Hong Kong Companies Ordinance. These consolidated
financial statements also comply with the applicable disclosure provisions of the Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong Limited (the “Hong Kong Stock Exchange”).

Basis of measurement and Going concern assumption

The consolidated financial statements have been prepared under the historical cost basis.

Going concern basis

The Group incurred a net loss of HK$72,682,000 for the year ended 31 December 2025 and as at 31
December 2025, the Group had net current liabilities of HK$889,471,000, net liabilities of HK$752,931,000
and current and non-current bank borrowings amounting to HK$381,394,000 and HK$55,306,000
respectively, while its cash and cash equivalents amounted to HK$18,023,000 only.

Certain current bank borrowings originated in prior financial periods amounted to HK$352,218,000 together
with the accrued interest of HK$300,559,000 (included in trade and other payables (note 27)) totally
HK$652,777,000 were in default and overdue as at 31 December 2025. In addition, as disclosed in notes
25(i), the Group could not fulfil certain bank covenants relating to the abovementioned bank borrowings of
HK$352,218,000 and the relevant bank had initiated litigations against the Group to settle the outstanding
balances in prior years.

These events and conditions may cast significant doubt on the Group’s ability to continue as a going
concern.

For the purpose of assessing going concern, management have prepared a cash flow forecast covering a
period of fifteen months from the end of the reporting period (the “Cash Flow Forecast”) with the following
plans and measures to mitigate the liquidity pressure and to improve its financial position:

(i) The Group has been actively negotiating with the relevant bank for the renewal of terms of the banking
facilities, the waiver of the repayable on demand clause and breach of the undertaking and restrictive
covenant requirements of certain bank borrowings;

(ii) The potential outcome on conclusive settlement of the bank borrowings as part of the consolidated
restructuring as disclosed in note 25(i);

(iii) Management will continue to implement sales and cost control strategies to enhance the Group’s
profitability and cash flows; and

(iv)  Actively negotiating with banks to obtain additional new financing and other source of funding as and
when required.

Based on the Cash Flow Forecast, the Directors considered the Group would have sufficient financial
resources to finance its operations and to meet its financial obligations within the next fifteen months from the
end of the reporting period. Accordingly, it is appropriate to prepare the consolidated financial statements on
a going concern basis.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2025

3.

BASIS OF PREPARATION (CONTINUED)

(b)

(c)

Basis of measurement and Going concern assumption (Continued)

Going concern basis (Continued)

However, the validity of the going concern assumption depends upon the outcome of the Group’s plans and
measures, including:

(i) the successful negotiation with the relevant bank for the renewal of terms of the banking facilities, the
waiver of the repayable on demand clause and breach of the undertaking and restrictive covenant
requirements of the defaulted bank borrowings with principal amount of HK$352,218,000;

(ii) the successful outcome on conclusive settlement of the bank borrowings as part of the consolidated
restructuring as disclosed in note 25(i);

(iii) the successful implementation of sales and cost control strategies to improve the Group’s operating
profitability and cash flows; and

(iv)  the successful negotiation with the banks to obtain additional new financing and other source of
funding as and when required.

These indicate the existence of material uncertainties that may cast significant doubt on the Group’s ability
to continue as a going concern and, therefore, that the Group may not be able to realise its assets and
discharge its liabilities in the normal course of business.

Should the Group fail to achieve the intended effects resulting from the abovementioned plans and
measures, it might not be able to continue to operate as a going concern, and adjustments would have to
be made to write down the carrying values of the Group’s assets to their net realisable amounts, to provide
for any further liabilities which might arise, and to reclassify non-current assets and non-current liabilities as
current assets and current liabilities respectively. The effects of these adjustments have not been reflected in
these consolidated financial statements.

Functional and presentation currency

The Company and other investment holding subsidiaries incorporated in the British Virgin Islands (the “BVI”)
and Hong Kong have their functional currencies in Hong Kong dollars (“HK$”) and subsidiaries established
in the People’s Republic of China (the “PRC”) have their functional currencies in Renminbi (“RMB”). These
consolidated financial statements are presented in HK$, which is the Company’s functional currency. All
financial information presented in HK$ has been rounded to the nearest thousand except when otherwise
indicated.



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2025

4, MATERIAL ACCOUNTING POLICIES

(a) Basis of consolidation

(i)

(ii)

(iii)

Business combinations

The Group accounts for business combinations using the acquisition method when control is
transferred to the Group (see accounting policy (a)(ii)). The consideration transferred in the acquisition
is generally measured at fair value, as are the identifiable net assets acquired. Any goodwill that
arises is tested annually for impairment (see accounting policy (g)). Any gain on a bargain purchase is
recognised in profit or loss immediately. Transaction costs are expensed as incurred, except if related
to the issue of debt or equity securities (see accounting policy (e)).

The consideration transferred does not include amounts related to the settlement of pre-existing
relationships. Such amounts are generally recognised in profit or loss.

Any contingent consideration payable is measured at fair value at the acquisition date. If the
contingent consideration is classified as equity, then it is not remeasured and settlement is accounted
for within equity. Otherwise, subsequent changes in the fair value of the contingent consideration are
recognised in profit or loss.

Subsidiaries and non-controlling interests

Subsidiaries are entities controlled by the Group. The Group controls an entity when it is exposed,
or has rights, to variable returns from its involvement with the entity and has the ability to affect
those returns through its power over the entity. When assessing whether the Group has power, only
substantive rights (held by the Group and other parties) are considered. The financial statements
of subsidiaries are included in the consolidated financial statements from the date that control
commences until the date that control ceases.

Non-controlling interests represent the equity in a subsidiary not attributable directly or indirectly to the
Company, and in respect of which the Group has not agreed any additional terms with the holders of
those interests which would result in the Group as a whole having a contractual obligation in respect
of those interests that meets the definition of a financial liability. For each business combination, the
Group can elect to measure any non-controlling interests either at fair value or at their proportionate
share of the subsidiary’s net identifiable assets.

Non-controlling interests are presented in the consolidated statement of financial position within equity,
separately from equity attributable to the equity holders of the Company. Non-controlling interests
in the results of the Group are presented on the face of the consolidated statement of profit or loss
and other comprehensive income as an allocation of the total profit or loss and total comprehensive
income for the year between non-controlling interests and the equity holders of the Company.

In the Company'’s statement of financial position, the investments in subsidiaries are stated at cost less
impairment losses (see accounting policy (g)), unless the investment is classified as held for sale (or
included in a disposal group that is classified as held for sale).

Transactions eliminated on consolidation

Intra-group balances and transactions, and any unrealised income and expenses arising from intra-
group transactions, are eliminated in preparing the consolidated financial statements. Unrealised
losses are eliminated in the same way as unrealised gains, but only to the extent that there is no
evidence of impairment.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2025

4.

MATERIAL ACCOUNTING POLICIES (CONTINUED)

(b)

Property, plant and equipment

(i)

(ii)

(iii)

Recognition and measurement

ltems of property, plant and equipment are measured at cost less accumulated depreciation and
impairment losses (see accounting policy (g)).

Purchased software that is integral to the functionality of the related equipment is capitalised as part
of that equipment.

If significant parts of an item of property, plant and equipment have different useful lives, they are
accounted for as separate items (major components) of property, plant and equipment.

Any gain and loss on disposal of an item of property, plant and equipment (calculated as the
difference between the net proceeds from disposal and the carrying amount of the item) is recognised
in profit or loss.

Subsequent costs

Subsequent expenditure is capitalised only when it is probable that the future economic benefits
associated with the expenditure will flow to the Group.

Depreciation

Depreciation is calculated to write off the cost of items of property, plant and equipment less their
estimated residual values using the straight-line basis over their estimated useful lives, and is
generally recognised in profit or loss. Leased assets are depreciated over the shorter of the lease
term and their useful lives unless it is reasonably certain that the Group will obtain ownership by the
end of the lease term.

The estimated useful lives of property, plant and equipment are as follows:

- Properties 20-40 years
- Machinery and equipment 10-15 years
- Transportation vehicles 5-15 years
- Furniture and fixtures 5-10 years

Depreciation methods, useful lives and residual values are reassessed at each end of the reporting
period and adjusted if appropriate.



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2025

4, MATERIAL ACCOUNTING POLICIES (CONTINUED)

(b)

(c)

Property, plant and equipment (Continued)

(iv) Construction in progress
Construction in progress is stated at cost less impairment losses (see accounting policy (g)). Cost
comprises direct costs of construction during the period of construction and installation. Capitalisation
of these costs ceases and the construction in progress is transferred to property, plant and equipment
when substantially all of the activities necessary to prepare the assets of their intended use are
substantially complete, notwithstanding any delays in the issue of the relevant commissioning
certificates by the relevant PRC authorities.
No depreciation is provided in respect of construction in progress until it is substantially complete and
ready for its intended use.

Leasing

All leases (irrespective of they are operating leases or finance leases) are required to be capitalised in the
statement of financial position as right-of-use assets and lease liabilities, but accounting policy choices exist
for an entity to choose not to capitalise (i) leases which are short-term leases and/or (ii) leases for which
the underlying asset is of low-value. The Group has elected not to recognise right-of-use assets and lease
liabilities for low-value assets and leases for which at the commencement date have a lease term less than
12 months. The lease payments associated with those leases have been expensed on straight-line basis over
the lease term.

(i)

Right-of-use asset

The right-of-use asset should be recognised at cost and would comprise: (i) the amount of the initial
measurement of the lease liability (see below for the accounting policy to account for lease liability);
(i) any lease payments made at or before the commencement date, less any lease incentives
received; (iii) any initial direct costs incurred by the lessee; and (iv) an estimate of costs to be incurred
by the lessee in dismantling and removing the underlying asset to the condition required by the terms
and conditions of the lease, unless those costs are incurred to produce inventories. Except for right-
of-use asset that meets the definition of an investment property or a class of property, plant and
equipment to which the Group applies the revaluation model, the Group measures the right-of-use
assets applying a cost model. Under the cost model, the Group measures the right-to-use at cost,
less any accumulated depreciation and any impairment losses, and adjusted for any remeasurement
of lease liability. For right-of-use asset that meets the definition of an investment property, they
are carried at fair value and for right-of-use asset that meets the definition of a leasehold land and
buildings held for own use, they are carried at fair value.

The Group accounts for leasehold land and buildings that are held for rental or capital appreciation
purpose under IAS 40 and held for own use under IAS 16 (see accounting policy (b)) are carried at
cost less accumulated depreciation and impairment losses. Other than the above right-of-use assets,
the Group also has leased a number of properties under tenancy agreements which the Group
exercises it judgement and determines that it is a separate class of asset apart from the leasehold
land and buildings which is held for own use. As a result, the right-of-use asset arising from the
properties under tenancy agreements are carried at depreciated cost.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2025

4.

MATERIAL ACCOUNTING POLICIES (CONTINUED)

(c)

Leasing (Continued)

(ii)

(iii)

Lease liability

The lease liability is recognised at the present value of the lease payments that are not paid at the
date of commencement of the lease. The lease payments are discounted using the interest rate
implicit in the lease, if that rate can be readily determined. If that rate cannot be readily determined,
the Group uses the Group’s incremental borrowing rate.

The following payments for the right-to-use the underlying asset during the lease term that are not paid
at the commencement date of the lease are considered to be lease payments: (i) fixed payments less
any lease incentives receivable; (ii) variable lease payments that depend on an index or a rate, initially
measured using the index or rate as at commencement date; (iii) amounts expected to be payable by
the lessee under residual value guarantees; (iv) the exercise price of a purchase option if the lessee
is reasonably certain to exercise that option; and (v) payments of penalties for terminating the lease, if
the lease term reflects the lessee exercising an option to terminate the lease.

Subsequent to the commencement date, the Group measures the lease liability by: (i) increasing the
carrying amount to reflect interest on the lease liability; (ii) reducing the carrying amount to reflect
the lease payments made; and (iii) remeasuring the carrying amount to reflect any reassessment or
lease modifications, e.g., a change in future lease payments arising from change in an index or rate, a
change in the lease term, a change in the in substance fixed lease payments or a change in assessment
to purchase the underlying asset.

Accounting as a lessor

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the
risks and rewards of ownership of the leased assets to the lessee. All other leases are classified as
operating leases.

Rental income from operating leases is recognised in profit or loss on a straight-line basis over the
term of the relevant lease. Initial direct costs incurred in negotiating and arranging an operating lease
are added to the carrying amount of the leased asset and recognised as an expense on the straight-
line basis over the lease term.



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2025

4, MATERIAL ACCOUNTING POLICIES (CONTINUED)

(d)

(e)

Lease prepayments

Lease prepayments represent purchase cost of land use rights. Land use rights are carried at cost less
accumulated amortisation and impairment losses (see accounting policy (g)). Amortisation is charged to
profit or loss on a straight-line basis over the respective periods of the rights. The lease terms of land use
rights are from 35 to 50 years.

Financial instruments

(i)

Financial assets

A financial asset (unless it is a trade receivable without a significant financing component) is initially
measured at fair value plus, for an item not at fair value through profit or loss (“FVTPL"), transaction
costs that are directly attributable to its acquisition or issue. A trade receivable without a significant
financing component is initially measured at the transaction price.

All regular way purchases and sales of financial assets are recognised on the trade date, that is,
the date that the Group commits to purchase or sell the asset. Regular way purchases or sales are
purchases or sales of financial assets that require delivery of assets within the period generally
established by regulation or convention in the market place.

Financial assets with embedded derivatives are considered in their entirely when determining whether
their cash flows are solely payment of principal and interest.

Debt instruments

Subsequent measurement of debt instruments depends on the Group’s business model for managing
the asset and the cash flow characteristics of the asset.

Amortised cost: Assets that are held for collection of contractual cash flows where those cash flows
represent solely payments of principal and interest are measured at amortised cost. Financial assets
at amortised cost are subsequently measured using the effective interest rate method. Interest
income, foreign exchange gains and losses and impairment are recognised in profit or loss. Any gain
on derecognition is recognised in profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2025

4.

MATERIAL ACCOUNTING POLICIES (CONTINUED)

(e)

U]

Financial instruments (Continued)

(ii)

(iii)

(iv)

(v)

Financial liabilities

The Group classifies its financial liabilities, depending on the purpose for which the liabilities were
incurred. Financial liabilities at fair value through profit or loss are initially measured at fair value and
financial liabilities at amortised costs are initially measured at fair value, net of directly attributable
costs incurred.

Financial liabilities at amortised cost

Financial liabilities at amortised cost including trade and other payables and borrowings are
subsequently measured at amortised cost, using the effective interest method. The related interest
expense is recognised in profit or loss.

Gains or losses are recognised in profit or loss when the liabilities are derecognised as well as
through the amortisation process.

Effective interest method

The effective interest method is a method of calculating the amortised cost of a financial asset or
financial liability and of allocating interest income or interest expense over the relevant period. The
effective interest rate is the rate that exactly discounts estimated future cash receipts or payments
through the expected life of the financial asset or liability, or where appropriate, a shorter period.

Equity instruments

Equity instruments issued by the Company are recorded at the proceeds received, net of direct issue
costs.

Derecognition

The Group derecognises a financial asset when the contractual rights to the future cash flows in
relation to the financial asset expire or when the financial asset has been transferred and the transfer
meets the criteria for derecognition in accordance with IFRS 9.

Financial liabilities are derecognised when the obligation specified in the relevant contract is
discharged, cancelled or expires.

Inventories

Inventories are measured at the lower of cost and net realisable value. The cost of inventories is computed
using the weighted average method and includes expenditure incurred in acquiring the inventories,
production or conversion costs and other costs incurred in bringing them to their existing location and
condition. In the case of manufactured inventories and work in progress, cost includes an appropriate share
of production overheads based on normal operating capacity. Net realisable value is the estimated selling
price in the ordinary course of business, less the estimated costs of completion and distribution expenses.



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2025

4, MATERIAL ACCOUNTING POLICIES (CONTINUED)

(g) Impairment

(i)

Impairment loss on financial assets

The Group recognises loss allowances for expected credit loss (“ECL”) on trade and other
receivables. The ECLs are measured on either of the following bases: (i) 12 months ECLs: these are
the ECLs that result from possible default events within the 12 months after the reporting date; and
(ii) lifetime ECLs: these are ECLs that result from all possible default events over the expected life
of a financial instrument. The maximum period considered when estimating ECLs is the maximum
contractual period over which the Group is exposed to credit risk.

ECLs are a probability-weighted estimate of credit losses. Credit losses are measured as the
difference between all contractual cash flows that are due to the Group in accordance with the
contract and all the cash flows that the Group expects to receive. The shortfall is then discounted at
an approximation to the assets’ original effective interest rate.

The Group has elected to measure loss allowances for trade receivables using IFRS 9 simplified
approach and has calculated ECLs based on lifetime ECLs. The Group has established a provision
matrix that is based on the Group’s historical credit loss experience, adjusted for forward-looking
factors specific to the debtors and the economic environment.

For other financial assets, the ECLs are based on the 12-months ECLs. However, when there has
been a significant increase in credit risk since origination, the allowance will be based on the lifetime
ECLs.

When determining whether the credit risk of a financial asset has increased significantly since initial
recognition and when estimating ECL, the Group considers reasonable and supportable information
that is relevant and available without undue cost or effort. This includes both quantitative and
qualitative information analysis, based on the Group’s historical experience and informed credit
assessment and including forward-looking information.

The Group assumes that the credit risk on a financial asset has increased significantly if it is more than
30 days past due.

The Group considers a financial asset to be credit-impaired when: (i) the borrower is unlikely to pay
its credit obligations to the Group in full, without recourse by the Group to actions such as realising
security (if any is held); or (ii) the financial asset is more than 90 days past due.

Interest income on credit-impaired financial assets is calculated based on the amortised cost (i.e. the
gross carrying amount less loss allowance) of the financial asset. For non credit-impaired financial
assets interest income is calculated based on the gross carrying amount.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2025

4.

MATERIAL ACCOUNTING POLICIES (CONTINUED)

(9)

(h)

Impairment (Continued)

(ii)

Non-financial assets

At each reporting date, the Group reviews the carrying amounts of its non-financial assets (other than
inventories and deferred tax assets) to determine whether there is any indication of impairment. If any
such indication exists, then the asset’s recoverable amount is estimated. Goodwill is tested annually
for impairment. An impairment loss is recognised if the carrying amount of an asset or its related cash-
generating unit (“CGU”) exceeds its recoverable amount.

The recoverable amount of an asset or CGU is the greater of its value in use and its fair value less
costs to sell. In assessing value in use, the estimated future cash flows are discounted to their
present value using a pre-tax discount rate that reflects current market assessments of the time value
of money and the risks specific to the asset or CGU. For impairment testing, assets are grouped
together into the smallest group of assets that generates cash inflows from continuing use that are
largely independent of the cash inflows of other assets or CGUs. Goodwill acquired in a business
combination is allocated to groups of CGUs that are expected to benefit from the synergies of the
combination.

Impairment losses are recognised in profit or loss. They are allocated first to reduce the carrying
amount of any goodwill allocated to the CGU, and then to reduce the carrying amounts of the other
assets in the CGU on a pro rota basis.

An impairment loss in respect of goodwill is not reversed. For other assets, an impairment loss is
reversed only to the extent that the asset’s carrying amount does not exceed the carrying amount
that would have been determined, net of depreciation or amortisation, if no impairment loss had been
recognised.

Revenue recognition

The Group principally derives revenue from manufacturing and sales of chilled and frozen meat and
processed meat products.

Revenue from contracts with customers is recognised when control of goods or services is transferred to the
customers at an amount that reflects the consideration to which the Group expects to be entitled in exchange
for those goods or services, excluding those amounts collected on behalf of third parties. Revenue excludes
value added tax or other sales taxes and is after deduction of any trade discounts.



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2025

4, MATERIAL ACCOUNTING POLICIES (CONTINUED)

(h)

Revenue recognition (Continued)

Depending on the terms of the contract and the laws that apply to the contract, control of the goods or
service may be transferred over time or at a point in time. Control of the goods or service is transferred over
time if the Group’s performance:

° provides all of the benefits received and consumed simultaneously by the customer;
o creates or enhances an asset that the customer controls as the Group performs; or
° 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.

If control of the goods or services transfers over time, revenue is recognised over the period of the contract
by reference to the progress towards complete satisfaction of that performance obligation. Otherwise,
revenue is recognised at a point in time when the customer obtains control of the goods or service.

When the contract contains a financing component which provides the customer a significant benefit of
financing the transfer of goods or services to the customer for more than one year, revenue is measured
at the present value of the amounts receivable, discounted using the discount rate that would be reflected
in a separate financing transaction between the Group and the customer at contract inception. Where
the contract contains a financing component which provides a significant financing benefit to the Group,
revenue recognised under that contract includes the interest expense accreted on the contract liability
under the effective interest method. For contracts where the period between the payment and the transfer of
the promised goods or services is one year or less, the transaction price is not adjusted for the effects of a
significant financing component, using the practical expedient in IFRS 15.

(i) Meat production

Customers obtain control of the meat products when the goods are delivered to and have been
accepted. Revenue is thus recognised upon at the point in time when control of the meat products is
transferred to the customers. There is generally only one performance obligation. For the credit sales,
invoices are usually payable within 30 days to 90 days; while the payment of the transaction price
is due immediately when the customer purchases the products and takes delivery in plants. As the
payment by the customer does not exceed one year, the Group does not adjust any of the transaction
prices for the time value of money. Revenue from sales of goods is recognised on transfer of risks and
rewards of ownership, which was taken as at the time of delivery and the title is passed to customer.

Some of the Group’s contracts with customers from the sale of meat product provides customers a
right of return (a right to exchange another product). These rights of return do not allow the returned
goods to be refund in cash. The right of return gives rise to variable consideration. The variable
consideration is estimated at contract inception and constrained until the associated uncertainty
is subsequently resolved. The application of the constraint on variable consideration increases the
amount of revenue that will be deferred. In addition, a refund liability and a right to recover returned
goods assets are recognised. Revenue for these contracts was recognised when a reasonable estimate
of the returns could be made, provide that all other revenue recognition criteria are met.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2025

4.

MATERIAL ACCOUNTING POLICIES (CONTINUED)

(i)

Income tax expense

Income tax expense comprises current and deferred tax. Current tax and deferred tax is recognised in profit
or loss except to the extent that it relates to a business combination, or items recognised directly in equity or
in other comprehensive income.

Current tax is the expected tax payable or receivable on the taxable income or loss for the year, and any
adjustment to tax payable in respect of previous years. It is measured using tax rates enacted or substantially
enacted at the end of the reporting period. Current tax payable also includes any tax arising from dividends.

Deferred tax is recognised in respect of temporary differences between the carrying amounts of assets and
liabilities for financial reporting purposes and the amounts used for taxation purposes. Deferred tax is not
recognised for:

- temporary differences on the initial recognition of assets or liabilities in a transaction that is not a

business combination and that affects neither accounting nor taxable profit or loss;

- temporary differences related to investments in subsidiaries, associates and joint arrangements to

the extent that the Group is able to control the timing of the reversal of temporary differences and it is
probable that they will not reverse in the foreseeable future; and

- taxable temporary differences arising on the initial recognition of goodwill.

Deferred tax assets are recognised for unused tax losses, tax credits and deductible temporary differences
to the extent that it is probable that future taxable profits will be available against which they can be utilised.
Deferred tax assets are reviewed at each end of the reporting period and are reduced to the extent that it is
no longer probable that the related tax benefit will be realised.

Deferred tax is measured at the tax rates that are expected to be applied to temporary differences when they
reverse, using tax rates enacted or substantively enacted by the end of the reporting period.

Deferred tax assets and liabilities are offset if there is a legally enforceable right to offset current tax liabilities
and assets, and they relate to income taxes levied by the same tax authority on the same taxable entity, or on
different tax entities, but they intend to settle current tax liabilities and assets on a net basis or their tax assets
and liabilities will be realised simultaneously.

In determining the amount of current and deferred tax, the Group takes into account the impact of uncertain
tax positions and whether additional taxes and interest may be due. This assessment relies on estimates
and assumptions and may involve a series of judgements about future events. New information may become
available that causes the Group to change its judgement regarding the adequacy of existing tax liabilities;
such changes to tax liabilities will impact tax expense in the period that such a determination is made.



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2025

4, MATERIAL ACCOUNTING POLICIES (CONTINUED)

(j) Foreign currency

(i)

(ii)

Foreign currency transactions

Transactions in foreign currencies are translated to the respective functional currencies of Group
companies at exchange rates at the dates of the transactions.

Monetary assets and liabilities denominated in foreign currencies are translated to the functional
currency at the exchange rate at the reporting date. Non-monetary assets and liabilities that are
measured in terms of historical in a foreign currency are translated using the exchange rates at the
dates of the initial transactions. Non-monetary assets and liabilities that are measured at fair value in a
foreign currency are translated to the functional currency at the exchange rate when the fair value was
determined. Foreign currency differences are generally recognised in profit or loss. Non-monetary
items that are measured based on historical cost in a foreign currency are not retranslated.

Foreign operations

The assets and liabilities of foreign operations, including goodwill and fair value adjustments arising
on acquisition, are translated to HK$ at exchange rates at the end of the reporting period. The income
and expenses of foreign operations are retranslated to HK$ at exchange rates at the dates of the
transactions.

Foreign currency differences are recognised in other comprehensive income, and presented in the
exchange reserve in equity. However, if the foreign operation is a non-wholly-owned subsidiary, then
the relevant proportion of the translation difference is allocated to the non-controlling interests. When
a foreign operation is disposed of in its entirety or partially such that control, significant influence or
joint control is lost, the related cumulative amount in the exchange reserve attributable to the Group is
reclassified to profit or loss as part of the gain or loss on disposal.

(k) Employee benefits

(i)

(ii)

Short-term employee benefits

Short-term employee benefits are expensed as the related service is provided. A liability is recognised
for the amount expected to be paid if the Group has a present legal or constructive obligation to pay
this amount as a result of past service provided by the employee, and the obligation can be estimated
reliably.

Defined contribution plan

A defined contribution plan is a post-employment benefit plan under which an entity pays fixed
contributions into a separate entity and has no legal or constructive obligation to pay further amounts.
Obligations for contributions to defined contribution plans are recognised as an employee benefit
expense in profit or loss in the periods during which related services are rendered by employees.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2025

4.

MATERIAL ACCOUNTING POLICIES (CONTINUED)

(k)

U

(m)

Employee benefits (Continued)

(iii)

(iv)

Termination benefits

Termination benefits are recognised on the earlier of when the Group can no longer withdraw the
offer of those benefits and when the Group recognises restructuring costs involving the payment of
termination benefits.

Equity-settled share-based payment transactions

The grant-date fair value of equity-settled share-based payment awards granted to employees is
recognised as an employee expense, with a corresponding increase in equity, over the period that the
employees unconditionally become entitled to the awards. The amount recognised as an expense is
adjusted to reflect the number of awards for which the related service and non-market performance
conditions are expected to be met, such that the amount ultimately recognised as an expense is
based on the number of awards that meet the related service and non-market performance conditions
at the vesting date. For equity-settled share-based payment awards with non-vesting conditions, the
grant date fair value of the equity-settled share-based payment is measured to reflect such conditions
and there is no true-up for differences between expected and actual outcomes.

Borrowing costs

Borrowing costs that are directly attributable to the acquisition, construction or production of an asset which
necessarily takes a substantial period of time to get ready for its intended use or sale are capitalised as part
of the cost of that asset.

Provisions

A provision is recognised if, as a result of a past event, the Group has a present legal or constructive
obligation that can be estimated reliably, and it is probable that an outflow of economic benefits will be
required to settle the obligation. Provisions are determined by discounting the expected future cash flows at
a pre-tax rate that reflects current market assessments of the time value of money and the risks specific to
the liability. The unwinding of the discount is recognised as finance costs.



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2025

4. MATERIAL ACCOUNTING POLICIES (CONTINUED)
(n) Related parties

(a)

A person or a close member of that person’s family is related to the Group if that person:

(i)

(ii)

(iif)

has control or joint control over the Group;

has significant influence over the Group; or

is a member of key management personnel of the Group or the Company’s parent.

An entity is related to the Group if any of the following conditions apply:

(i)

(ii)

(iif)

(iv)

(v)

(vi)

(vii)

(vii)

The entity and the Group are members of the same group (which means that each parent,
subsidiary and fellow subsidiary is related to the others).

One entity is an associate or joint venture of the other entity (or an associate or joint venture of
a member of a group of which the other entity is a member).

Both entities are joint ventures of the same third party.

One entity is a joint venture of a third entity and the other entity is an associate of the third
entity.

The entity is a post-employment benefit plan for the benefit of the employees of the Group or
an entity related to the Group.

The entity is controlled or jointly controlled by a person identified in (a).

A person identified in (a)(i) has significant influence over the entity or is a member of key
management personnel of the entity (or of a parent of the entity).

The entity, or any member of a group of which it is a part, provides key management personnel
services to the group or to the group’s parent.

Close members of the family of a person are those family members who may be expected to influence, or be
influenced by, that person in their dealings with the entity and include:

(i)

(ii)

(iii)

that person’s children and spouse or domestic partner;

children of that person’s spouse or domestic partner; and

dependents of that person or that person’s spouse or domestic partner.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2025

5.

CRITICAL ACCOUNTING JUDGMENTS AND KEY SOURCES OF ESTIMATION UNCERTAINTY

(a)

(b)

Critical judgments in applying accounting policies

In the application of the Group’s accounting policies, the Directors are required to make judgements, estimates
and assumptions about the carrying amounts of assets and liabilities that are not readily apparent from other
sources. The estimates and associated assumptions are based on historical experience and other factors
that are considered to be relevant. Actual results differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimate is revised if the revision affects only that period
or in the period of the revision and future periods if the revision affects both current and future periods.

Key sources of estimation uncertainty

Notes 28 and 32(e) contain information about the assumptions relating to the determination of fair value of
share options granted and financial instruments respectively. Other sources of estimation uncertainties are as
follows:

Accounting estimates and judgements

(i) Impairment of property, plant and equipment, lease prepayments, intangible assets and
non-current prepayments

The Group reviews its property, plant and equipment, lease prepayments, intangible assets and non-
current prepayments for indications of impairment at the end of each reporting period according to
accounting policies set out in note 4(g). The recoverable amount is estimated based on projections of
future cash flows from the assets based on management’s assignment of a pre-tax discount rate that
reflects current market assessments of the time value of money and the risks specific to the asset for
assets which management considers are likely to be recoverable through continuing use or recent
transaction prices of similar assets when they are available and depreciated replacement cost when
appropriate for assets which management considers are likely to be recoverable through a sales
transaction. If the estimation of recoverable amount is different, any impairment will impact the profit or
loss of the Group.

(ii)  Net realisable value of inventories

Net realisable value of inventories is the estimated selling price in the ordinary course of business, less
estimated costs of completion and distribution expenses. These estimates are based on the current
market condition and historical experience of selling products of similar nature. It could change
significantly as a result of competitor actions in response to severe industry cycles. Management
reassesses these estimations at the end of the reporting period to ensure inventory is shown at the
lower of cost and net realisable value.

(iii) Taxation
Determining income tax provisions involves judgment on the future tax treatment of certain
transactions. The Group carefully evaluates tax implications of transactions and tax provisions are
set up accordingly. The tax treatment of such transactions is reconsidered periodically to take into
account all changes in tax legislations. Where the final tax outcome of these transactions is different
from the amounts that were initially recorded, such differences will impact the income tax and deferred
tax provisions in the year in which such determination is made.



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2025

5. CRITICAL ACCOUNTING JUDGMENTS AND KEY SOURCES OF ESTIMATION UNCERTAINTY
(CONTINUED)

(b) Key sources of estimation uncertainty (Continued)

Accounting estimates and judgements (Continued)

(iv)

)

(vi)

Provision for losses on litigations

The Group has been involved in several legal proceedings. The Group assessed the provision
required or disclosed as contingent liabilities based on its legal assessment. Further details of the
proceedings are disclosed in notes 25(i) and 33(b). Further development of the proceedings may
result in different assessments of the financial consequences in subsequent years.

ECLs on trade and other receivable

The Group recognises loss allowances for ECLs on trade and other receivables measured at
amortised cost. The ECLs are measured on either of the following bases: (i) 12 months ECLs: these
are the ECLs that result from possible default events within the 12 months after the reporting date;
and (ii) lifetime ECLs: these are ECLs that result from all possible default events over the expected
life of a financial instrument. The maximum period considered when estimating ECLs is the maximum
contractual period over which the Group is exposed to credit risk.

Going concern assumption

These consolidated financial statements have been prepared on a going concern basis even though
there were certain events or conditions as explained in note 3(b). In view of these circumstances, the
Directors have been given consideration to the future liquidity and performance in assessing whether
the Group will have sufficient financial resources to continue as a going concern. Certain plans and
measures as stated in note 3(b) have been and are being taken to manage the Group’s liquidity and
to improve its financial positions.

Should the Group fail to achieve the intended effects resulting from the plans and measures as
mentioned above, it might not be able to operate as a going concern, and adjustments would have to
be made to write down the carrying amounts of the Group’s assets to their net realisable amounts, to
provide for any further liabilities that may arise and to reclassify non-current assets and non-current
liabilities as current assets and current liabilities respectively. The effects of these adjustments have
not been reflected in the consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2025

6.

OPERATING SEGMENTS

The Group manages its businesses by divisions, which are organised by different product lines. In a manner
consistent with the way in which information is reported internally to the Group’s Chief Executive Officer, being the
chief operating decision maker (“CODM”), the Group has identified the following two reportable segments. No other
operating segments have been aggregated to form the following reportable segments.

Chilled and frozen meat ; The chilled and frozen meat segment carries on the business of
slaughtering, production and sales of chilled and frozen meat.

Processed meat products ; The processed meat products segment manufactures and distributes
processed meat products.

The Group’s CODM reviews the results of the two operating segments regularly. The decisions made regarding
resource allocation and performance assessment are mainly based on the segment results.

(@) Segment results

In accordance with IFRS 8, segment information disclosed in these consolidated financial statements has
been prepared in a manner consistent with the information used by the Group’s most senior executive
management for the purposes of assessing segment performance and allocating resources between
segments. In this regard, the Group’s senior executive management monitors the results to each reportable
segment on the following bases:

- Revenue and expenses are allocated to the reportable segments with reference to sales generated
by those segments and the expenses incurred by those segments or which otherwise arise from the
depreciation of assets attributable to those segments.

- Finance income and finance costs are not allocated as segment expenses.

- The measure used for reportable segment loss is adjusted loss before interests and taxes for the year.



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2025

6. OPERATING SEGMENTS (CONTINUED)

(a)

Segment results (Continued)

Segment results that are reported to the CODM include items directly attributable to a segment as well as
those that can be allocated on a reasonable basis. Unallocated items comprise mainly finance costs, head
office expenses and income tax credit.

Inter-segment sales are priced with reference to prices charged to external parties for similar orders.

Segment assets and liabilities of the Group are not reported to the Group’s CODM regularly. As a result,
segment information concerning assets and liabilities have not been presented in these consolidated
financial statements.

Information regarding the Group’s reportable segments as provided to the Group’s most senior executive
management for the purposes of resource allocation and assessment of segment performance for the years
ended 31 December 2025 and 2024 is set out below:

Chilled and frozen meat Processed meat products Total

2025 2024 2025 2024 2025 2024
HK$’000 HK$'000 HK$’000 HK$'000 HK$’000 HK$'000

External revenue 117,165 552,598 329,303 439,771 446,468 992,369
Reportable segment revenue 117,165 552,598 329,303 439,771 446,468 992,369
Depreciation and amortisation (16,642) (22,116) (8,940) (8,839) (25,582) (30,955)

Gain/(loss) on disposal of property,

plant and equipment and lease prepayments 12,594 21,305 (90) 491 12,504 21,796
Written-off property, plant and equipment - - - (22,316) - (22,316)
Written-off value-added tax recoverable (84) (85,227) - (219) (84) (85,446)
Impairment losses on property, plant and

equipment (17,541) (42,119) - - (17,541) (42,119)
Gain on disposal of a subsidiary - 17,710 - - - 17,710
(Impairment losses)/reversal of impairment

losses on trade and other receivables, net (22,671) 1,081 (27,261) (56,960) (49,932) (55,879)
Government subsidies - 1,234 372 206 372 1,440

Reportable segment profit before income tax 4,654 20,361 16,964 7,396 21,618 27,757
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2025

6. OPERATING SEGMENTS (CONTINUED)

(b) Reconciliations of reportable segment revenue and profit/(loss)
2025 2024
HK$°000 HK$'000
Revenue
Total revenue of reportable segments 446,468 992,369
Consolidated revenue 446,468 992,369
Profit/(loss)
Total reportable segment profit before income tax 21,618 27,757
Net finance costs (note 9(a)) (49,273) (52,319)
Income tax credit - 45
Unallocated head office and corporate expenses (45,027) (11,887)
Consolidated loss for the year (72,682) (36,404)
(c) Geographical information
The Group’s revenue and loss are derived entirely from the manufacturing and sales of chilled and frozen
meat and processed meat products in the PRC. Almost all of the Group’s non-current assets are located in
the PRC.
(d) Information about major customers
For the year ended 31 December 2025, the Group’s customer base included only one customer (2024: Nil)
whose transactions exceeded 10% of the Group’s total revenue.
Revenue from sales of processed meat products to this customer in the PRC amounted to approximately
HK$71,210,000 for the year ended 31 December 2025. For the year ended 31 December 2024, this customer
contributed less than 10% of the Group’s revenue.
7. REVENUE

Revenue represents the sale value of goods sold to customers, excludes value-added tax or other sales taxes and is
after allowance for goods returned and deduction of any trade discounts and volume rebates.

2025 2024

HK$’000 HK$'000

Sales of chilled and frozen meat, recognised at a point in time 117,165 552,598
Sales of processed meat products, recognised at a point in time 329,303 439,771

446,468 992,369




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2025

REVENUE (CONTINUED)

The following table provides information about trade receivables and contract liabilities from contracts with
customers.

2025 2024

HK$’000 HK$'000

Trade receivables, net (note 22) 38,952 85,013
Contract liabilities (note 27(ii)) 20,629 19,465

As at 31 December 2025, the aggregated amounts of the transaction price allocated to the remaining performance
obligations under the Group’s existing contracts were HK$20,629,000 (2024: HK$19,465,000). These amounts
represent revenue expected to be recognised in the future from the existing sales contracts. The Group will
recognise the expected revenue in future when or as the goods are transferred to the customers, which is expected
to occur in the next 12 months.

OTHER NET INCOME

2025 2024
HK$°000 HK$'000
Government subsidies 372 1,440
Gain on disposal of a subsidiary (note 31) - 17,710
Written-off value-added tax recoverable (note i) (84) (35,446)
Gain on disposal of property, plant and equipment and lease prepayments 13,010 21,796
Written-off property, plant and equipment (note ii) - (22,316)
Written-off lease liabilities (note ii) - 60,651
Gain on extinguishment of debt (note 25(iii)) - 56,152
Rental income 259 331
Sales of scrap 76 774
Sundry expenses, net (7,024) (5,333)
6,609 95,759
Notes:
(i) Written-off value-added tax recoverable was mainly derived from certain subsidiaries which have suspended or terminated their

operations and the management of the Company expects these production bases may not be able to operate in certain period of
time in future. These non-operating subsidiaries are entitled to the value-added tax recoverable but the utilisation of such value-
added tax recoverable is remote.

(ii) Upon the maturity of certain lease agreements at the end of the reporting period, the operations associated with these leases
were terminated accordingly. The management of the Company has opted not to exercise the option to purchase the underlying
leasehold land and buildings as stipulated in the lease agreements. As a result, the remaining lease liabilities and corresponding
property, plant and equipment of HK$60,651,000 and HK$22,316,000 respectively had been fully written-off for the year ended 31
December 2024.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2025

9. LOSS BEFORE INCOME TAX

Loss before income tax is arrived at after charging/(crediting):

(a)

(b)

Net finance costs

2025 2024
HK$’000 HK$'000
Interest on bank borrowings 46,454 50,351
Interest on lease liabilities 29 2,062
46,483 52,413
Bank charges 38 80
Net foreign exchange loss 2,782 81
Interest income from bank deposits (30) (211)
49,273 52,319

Personnel expenses (including directors’ remunerations)
2025 2024
HK$’000 HK$'000
Salaries, wages and other benefits 44,934 61,736
Contributions to defined contribution pension schemes 2,715 3,811
47,649 65,547

The Group participates in pension schemes organised by the PRC government whereby the Group is
required to pay annual contributions at rates of 16% (2024: 16%) of the standard wages determined by the
relevant authorities in the PRC during the year ended 31 December 2025.

The Group also operates a Mandatory Provident Fund Scheme (“the MPF scheme”) under the Hong Kong
Mandatory Provident Fund Schemes Ordinance for employees employed under the jurisdiction of the Hong
Kong Employment Ordinance. The MPF scheme is a defined contribution retirement scheme administered
by independent trustees. Under the MPF Scheme, the Group and its employees are each required to make
contributions to the scheme at 5% (2024: 5%) of the employees’ relevant income, subject to a cap of monthly
relevant income of HK$30,000 (2024: HK$30,000). Contributions to the scheme vest immediately.

As of 31 December 2025, no forfeited contribution under these pension schemes is available to reduce the
contribution payable in future years. Save for the above schemes, the Group has no other material obligation
for payment of retirement benefits beyond the contributions.



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2025

9. LOSS BEFORE INCOME TAX (CONTINUED)

Loss before income tax is arrived at after charging/(crediting): (continued)

(c) Other items

2025 2024

HK$’000 HK$'000

Cost of inventories* 308,021 877,027

(Reversal of write-down)/write-down of inventories (2,355) 1,019
Impairment losses on trade and other receivables, net"

(notes 22(b) and 22(c)) 49,932 55,879
Impairment losses on property, plant and equipment” 17,541 42,119
Depreciation* 0

— Owned property, plant and equipment 22,984 27,693 3

— Right-of-use-assets including: E

— Properties 599 2,265 %1

— Lease prepayments (note 17) 2,276 997 é

Amortisation of intangible assets” (note 19) 322 - g)

Auditors’ remuneration )

— audit services 1,250 1,250 5

— other services 550 550 &
083

¥ Cost of inventories included approximately HK$30,799,000 (2024: HK$41,985,000) relating to personnel expenses, >

depreciation and (reversal of write-down)/write-down of inventories, which amount were also included in the respective %

total amounts disclosed separately above or in note 9(b) for each of these types of expenses. ;C>

o

" These items are included in “administrative and other operating expenses” in the consolidated statement of profit or loss g

and other comprehensive income. 3

S

* Depreciation included in “cost of sales”, “distribution expenses” and “administrative and other operating expenses” >

amounting to approximately HK$6,862,000 (2024: HK$4,338,000), HK$490,000 (2024: HK$509,000) and HK$18,507,000
(2024: HK$26,108,000) respectively in the consolidated statement of profit or loss and other comprehensive income.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2025

10. INCOME TAX CREDIT

Income tax credit in the consolidated statement of profit or loss and other comprehensive income represents:

2025 2024

HK$°000 HK$'000

Current income tax expense - -

Over-provision in respect of prior years - (45)
Income tax credit in the consolidated statement of profit or loss and other

comprehensive income = (45)

(a) Pursuant to the rules and regulations of Bermuda and the British Virgin Islands (the “BVI”), the Group is not
subject to any income tax in Bermuda and the BVI.

(b) No provision for Hong Kong Profits Tax has been made as the Group did not have assessable profits subject
to Hong Kong Profits Tax during the years ended 31 December 2025 and 2024.

(c) Pursuant to the income tax rules and regulations of the PRC, the companies comprising the Group in the
PRC are liable to PRC corporate income tax at a rate of 25% during the years ended 31 December 2025
and 2024, except for the enterprises engaged in the primary processing of agricultural products which are
exempted from PRC corporate income tax. As a result, the profits from slaughtering operations are exempted
from PRC corporate income tax for the years ended 31 December 2025 and 2024.

(d) Under the PRC tax law, dividends received by foreign investors from their investment in foreign-invested
enterprises in respect of their profits earned since 1 January 2008 are subject to withholding tax at a rate
of 10% unless reduced by treaty. Pursuant to a tax arrangement between the PRC and Hong Kong, the
investment holding companies established in Hong Kong are subject to a reduced withholding tax rate of 5%
on dividends they receive from their PRC subsidiaries. Accordingly, deferred tax would be recognised for
undistributed retained earnings of the PRC subsidiaries to the extent that the earnings would be distributed in
the foreseeable future.

At 31 December 2025, temporary differences relating to the undistributed profits of subsidiaries amounted to
HK$509,175,000 (2024: HK$507,557,000). Deferred tax liabilities of HK$25,459,000 (2024: HK$25,378,000)
in respect of the undistributed profits of HK$509,175,000 (2024: HK$507,557,000) were not recognised
as at 31 December 2025 as the Group controls the dividend policy of these subsidiaries and it has been
determined that it is probable that these profits will not be distributed in the foreseeable future.

In accordance with the accounting policy set out in note 4(i), the Group has not recognised (i) deferred
tax assets in respect of cumulative tax losses arising in the PRC, which will expire in 5 years, of
HK$1,637,962,000 (2024: HK$1,372,789,000) and the deductible temporary differences relating to property,
plant and equipment of HK$739,811,000 (2024: HK$770,910,000) due to the unpredictability of future taxable
profit streams in the relevant tax jurisdiction; (ii) deferred tax assets in respect of the deductible temporary
differences relating to trade and other receivables of HK$33,564,000 (2024: HK$7,997,000) due to the effect is
immaterial.



10.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2025

INCOME TAX CREDIT (CONTINUED)

(e) Under the PRC tax law, enterprises established outside the PRC with their de facto management bodies
located within the PRC may be considered as a PRC resident enterprise and subject to PRC corporate
income tax on their global income at the rate of 25%. The Group may be deemed to be a PRC resident
enterprise and subject to PRC corporate income tax rate at 25% on its global income. In certain
circumstances, dividends received by a PRC resident enterprise from another PRC resident enterprise would

be tax exempted, but there is no guarantee that the Group will qualify for this exemption.

Reconciliation between income tax credit and accounting loss at applicable tax rate:

2025 2024
HK$°000 HK$'000
Loss before income tax (72,682) (36,449)
Income tax using the PRC enterprise income tax rate of 25% (2024: 25%) (18,171) (9,112)
Effect of different tax rates of subsidiaries operating in other jurisdictions - 1,014
Effect of non-taxable income (364) -
Effect of non-deductible expenses 6,900 4,667
Over-provision in respect of prior years - (45)
Effect of tax losses not recognised 17,441 181
Effect of temporary differences not recognised (1,256) 19,962
Utilisation of tax losses not recognised (4,550) (16,712)
Income tax credit - (45)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2025

11. INCOME TAX RECOVERABLE/(PAYABLE)

Income tax recoverable/(payable) in the consolidated statement of financial position represents:

2025 2024
HK$°000 HK$'000
At beginning of the year 29 32
Over-provision in respect of prior years - 45
PRC income tax and withholding tax refunded (16) (45)
Exchange adjustment = ()
At end of the year 13 29
Represented by:
Income tax recoverable 13 62
Income tax payable - (33)
13 29

12. DIRECTORS’ EMOLUMENTS

Directors’ emoluments disclosed pursuant to section 383(1) of the Hong Kong Companies Ordinance and Part 2 of

the Companies (Disclosure of Information about Benefits of Directors) Regulation are as follows:

2025
Salaries, Contributions
allowance to retirement

Directors’ and other benefit Discretionary
fees benefits schemes bonuses Total
HK$’000 HK$°000 HK$°000 HK$’000 HK$°000
Executive directors
Zhu Yuan (Chief Executive Officer) 686 1,314 - - 2,000
Yang Linwei - 623 50 - 673
Independent non-executive
directors
Gao Hui 253 - - - 253
Chen Jianguo 153 - - - 153
Xu Xinglian 131 - - - 131
Total 1,223 1,937 50 - 3,210




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2025

12. DIRECTORS’ EMOLUMENTS (CONTINUED)

Directors’ emoluments disclosed pursuant to section 383(1) of the Hong Kong Companies Ordinance and Part 2 of

the Companies (Disclosure of Information about Benefits of Directors) Regulation are as follows: (continued)

2024
Salaries,  Contributions
allowance to retirement
Directors’ and other benefit  Discretionary
fees benefits schemes bonuses Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Executive directors
Zhu Yuan (Chief Executive Officer) 687 1,313 - - 2,000
Yang Linwei - 656 51 - 707
Independent non-executive directors
Gao Hui 253 - - - 253
Chen Jianguo 153 - - - 153
Xu Xinglian 132 - - - 132
Total 1,225 1,969 51 - 3,245

Salaries, allowance and other benefits in kind paid to or for the executive directors are generally emoluments paid
or payable in respect of those persons’ other services in connection with the management of the affairs of the

Company and its subsidiaries.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2025

13.

-
&

15.

INDIVIDUALS WITH HIGHEST EMOLUMENTS

The five individuals with the highest emoluments included two (2024: two) existing directors whose emoluments are
disclosed in note 12. The aggregate of the emoluments in respect of the remaining three (2024: three) individuals

during the year ended 31 December 2025 are as follows:

2025 2024
HK$’000 HK$'000
Salaries and other emoluments 3,878 4,992
Contributions to retirement benefit schemes 43 59
Compensation for loss of office — other payment 1,236 -
5,157 5,051

The emoluments fell within the following bands:
2025 2024
Number of Number of
individuals individuals
<HK$1,000,000 1 -
HK$1,000,001 — HK$1,500,000 1 2
HK$2,000,001 — HK$2,500,000 - 1
HK$3,000,001 — HK$3,500,000 1 -

OTHER COMPREHENSIVE INCOME

The components of other comprehensive income do not have any significant tax effect for the years ended 31

December 2025 and 2024.

LOSS PER SHARE
(a) Basic loss per share

The calculation of basic loss per share for the year ended 31 December 2025 is based on the loss
attributable to equity holders of the Company for the year of HK$71,245,000 (2024: HK$38,573,000) and the

weighted average number of 1,822,756,000 (2024: 1,822,756,000) shares in issue during the year.

(b) Diluted loss per share

The Company did not have any potential ordinary shares outstanding to be issued during the year ended 31

December 2025 and 2024. Diluted loss per share is equal to basic loss per share.



16.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

PROPERTY, PLANT AND EQUIPMENT

For the year ended 31 December 2025

Machinery ~ Transportation Furniture  Construction
Properties  and equipment vehicles and fixtures in progress Total
HK$'000 HK$000 HK$000 HK$000 HK§000 HK§000

Cost:
At 1 January 2024 1,168,382 595,465 16,523 30,657 146,875 1,957,902
Additions 103 1,177 - 9,452 - 10,732
Disposalsjwritten-off (171,620) (167,027) (11,739) (6,865) (5,416) (362,667)
Effect of movements in exchange rates (25,225) (12,061) (36) (566) (13,454) (51,342)
Disposal of a subsidiary (note 31) (106,620) (44,706) (184) (2,609) (559) (154,678)
i3] Decemuer 2024 and e 202 a5 0 D ST b R b Ll oL R e
Additions - 8,980 30 328 - 9,338
Disposalsfwritten-off (81,907) (31,371) (7112) (1,440) - (115,430)
Effect of movements in exchange rates 16,519 20,547 521 1,102 2,701 41,396
L . S e 000 ol 1355251
Accumulated depreciation and impairment:
At 1 January 2024 948 658 556,165 15,535 22,804 88,291 1,631,453
Depreciation 10,831 17,204 284 1,639 - 29,958
Disposals/written-off (139,282) (154,542) (11,369) (6,865) - (312,052)
Impairment loss 14874 2,746 - 38 24 461 42119
Effect of movements in exchange rates (22,528) (17,679) (87) (1,385) (1,888) (43,567)
Disposal of a subsidiary (note 31) (99,496) (44,117) (177) (2,285) (429) (146,504)
At 31 December 024 and Tarnuary 20 TR0 s ! L i s &
Depreciation 8,143 13,481 286 1,673 - 23,583
Disposals/written-off (60,972) (31,371) (712) (1,440) - (94,495)
Impairment loss - - - - 17,54 17,541
Effect of movements in exchange rates 20,583 11,229 376 485 2,17 34,844
ASTDecember 20 S s e e .
Carrying amounts:
At 31 December 2025 118,821 17,888 267 15,395 - 152,371
At 31 December 2024 151,963 13,071 372 16,123 17,011 198,540

During the year ended 31 December 2025, certain items of construction in progress were determined by
management of the Company to be damaged and with no value, and accordingly, an impairment loss of
HK$17,541,000 was recognised in profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2025

16.

PROPERTY, PLANT AND EQUIPMENT (CONTINUED)

All properties are located in the PRC. The Group has lease contracts for various items of land and properties used
in its operations. Leases of land from the owners generally with lease periods of 20 to 40 years, while properties
generally have various lease terms.

Ownership certificates of certain properties, included in the above analysis, with an aggregate carrying value of
approximately HK$41,703,000 (2024: HK$39,665,000) at 31 December 2025 are yet to be obtained. The Directors
are of the opinion that the Group is entitled to lawfully and validly occupy and use the properties, and therefore the
aforesaid matter did not have any significant impact on the Group’s financial position as at 31 December 2025.

Certain right-of-use assets related to leases of properties are included in “properties” of the above analysis.
Information about these right-of-use assets is presented below:

Right-of-use assets

2025 2024

Properties Properties

HK$°000 HK$'000

At 1 January 849 3,707
Depreciation (599) (2,265)
Disposals/written-off - (579)
Effect of movement in exchange rates = (14)
At 31 December 250 849

Pursuant to a reorganisation (the “Reorganisation”) of the Group completed on 10 September 2005 to rationalise
the group structure in preparation for the public listing of the Company’s shares on the Main Board of the Hong
Kong Stock Exchange, certain property, plant and equipment owned by the entities under common control
(collectively referred to as “Predecessor Entities”) were not transferred to the Group but were leased to the Group
effected during the year ended 31 December 2005 and the lease agreements matured by 31 December 2024. The
Predecessor Entities granted an option in favour of the Group to purchase the land use rights and properties subject
to the relevant lease agreements at a consideration which is equal to the higher of:

(i) the fair market value at the time of exercise of the option; and

(ii) an amount calculated by reference to the net book value of the relevant land use rights and properties at the
time the lease commenced, lease payment made and the leasing period.

As set out in note 8(ii), at 31 December 2024 and upon the maturity of the lease agreements, the management of the
Company has opted not to exercise the option to purchase the underlying leasehold land and buildings.



16.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2025

PROPERTY, PLANT AND EQUIPMENT (CONTINUED)

Impairment assessment

Certain CGUs of the Group resulted in operating loss continuously during the year. The management of the
Company identified this as an impairment indicator and carried out an impairment review on the CGUSs’ non-current
assets. In assessing the recoverable amounts, management expected that the business performance could be
gradually improved during the projection period as a result of improving operating environment.

The management then updated the business plans of the Group based on its revised and updated assessment
of the operating environment and as a consequence had identified certain production facilities whereby the
management decided that the production activities would cease. Hence these items of property, plant and
equipment and lease prepayments whose carrying values would likely to be recovered through sales rather than
continuing use in operations of the Group were identified as at 31 December 2025. These assets were taken
out from their CGUs to which they were belonged and written down to their recoverable amounts, which were
measured based on their estimated fair value less costs of disposal. The valuation models used to estimate the fair
values of these assets included the use of recent transaction prices of similar assets of similar age and conditions
when such prices could be reliably obtained and depreciated replacement cost when appropriate. Depreciated
replacement cost reflects adjustments for percentage of completion (for construction in progress), age, physical
deterioration as well as economic obsolescence. The fair values upon which recoverable amounts of these assets
were based are categorised as a Level 3 measurement under the fair value hierarchy. Key unobservable inputs used
included replacement cost, economic obsolescence, and physical deterioration. Key assumptions in determining
economic obsolescence include depreciation rate (10% (2024: 10%)) adopted in the valuation. An impairment
loss on property, plant and equipment of HK$NIl (2024: HK$42,119,000) was recognised in “administrative and
other operating expenses” in respect of assets falling into this category for the year ended 31 December 2025. Any
unfavourable change would lead to further impairment loss to be recognised in future financial years.

For assets which management considered were likely to be recoverable through continuing use in the operation of
the Group, the Group assesses the recoverable amounts of each CGU to which these assets were belonged based
on value-in-use calculations. These calculations used cash flow projections based on financial forecasts approved
by management covering a five-year period. The key assumptions used during the five-year forecast period for the
value-in-use calculations are as follows:

At 31 December 2025 At 31 December 2024
CGU in CGU in
CGUs in processed CGUs in processed
chilled and meat chilled and meat
frozen meat products frozen meat products
segment segment segment segment

Gross profit margin (average of next five

years) 5% 20% 1% 18%
EBITDA margin (average of next five years) 0% 1% 1% 15%
Growth rate (average of next five years) 2% 2% 3% 3%

Discount rate 10% 13% 10% 10%
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2025

16.

17.

-
®

PROPERTY, PLANT AND EQUIPMENT (CONTINUED)

Impairment assessment (Continued)

The management determined the budgeted gross profit margin, EBITDA margin and growth rate based on past
performance and its expectation for market development. The discount rate used is pre-tax and reflects specific
risks relating to the relevant CGU. Cash flows beyond the five-year period are extrapolated using growth rate of 0%
(2024: 0%), which does not exceed the long-term average growth rate for the business in which the CGU operates.

At 31 December 2025 and 2024, the recoverable amounts of the CGUs based on the estimate value-in-use
calculations were higher than their carrying amounts, no impairment losses were recognised for the year ended 31

December 2025 and 2024.

LEASE PREPAYMENTS

2025 2024
HK$°000 HK$'000
At 1 January 35,401 45,618
Disposal = (7,249)
Depreciation (2,276) (997)
Exchange adjustment 1,814 (934)
Disposal of a subsidiary (note 31) - (1,037)
At 31 December 34,939 35,401

The lease prepayments represent leasehold lands located in the PRC, on which the Group built its factory plant and
buildings.

INVESTMENTS IN SUBSIDIARIES

Particulars of principal subsidiaries are set out in Appendix 1 on page 119.



19.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2025

INTANGIBLE ASSETS

2025 2024

HK$’000 HK$'000
Cost:
At 1 January 8,033 5,086
Additions - 3,103
Written-off (1,763) -
Effect of movements in exchange rates 158 (156)
R _ anEn s
Accumulated amortisation:
At 1 January 4,977 5,086
Charge for the year 322 -
Written-off (1,763) -
Effect of movements in exchange rates 85 (109)
L 021 N LR
Carrying amount:
At 31 December 2,807 3,056

Intangible assets represent computer software acquired by the Group. Amortisation charge of intangible assets was

included in “administrative and other operating expenses” (note 9(c)).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2025

20.

N
g

NON-CURRENT PREPAYMENTS AND OTHER RECEIVABLES

2025 2024

HK$’000 HK$'000

Value-added tax recoverable (note) - 37
Prepayments for acquisitions of property, plant and equipment 1,729 1,686
1,729 1,723

Note: Value-added tax recoverable is eligible for offset against future value-added tax payable with no time limit. As at 31 December
2024, based on the reassessment of the relevant facts and circumstances, the Directors expected that the utilisation of such
amount of value-added tax recoverable will take more than 12 months from the reporting date and accordingly have classified this

amount as non-current asset.

INVENTORIES

Inventories in the consolidated statement of financial position comprise:

2025 2024

HK$’000 HK$'000

Raw materials 23,842 16,444
Work in progress 4,542 10,135
Finished goods 24,583 51,860
52,967 78,439

Reversal of write-down of inventories to their net realisable value amounting to HK$2,355,000 (2024: Write-down of

inventories: HK$1,019,000) was recognised under “cost of sales” in the consolidated statement of profit or loss and

other comprehensive income for the year ended 31 December 2025 (note 9(c)).



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2025

TRADE AND OTHER RECEIVABLES

2025 2024

HK$°000 HK$'000

Trade receivables 72,516 93,010
Less: ECLs (note (b)) (33,564) (7,997)
Trade receivables, net (note (a)) 38,952 85,013
Value-added tax recoverable 73,727 61,468
Deposits and prepayments 76,143 69,603
Other receivables (note (c)) 33,858 70,665
222,680 286,749

At 31 December 2025 and 2024, certain trade receivables were pledged against bank borrowings (note 25(ii)).

The Group’s exposure to credit and foreign currency risk related to trade and other receivables are disclosed in note
32.

paliWI dnoiL) POo unINA BUIYD

(a) Ageing analysis

An ageing analysis of trade receivables (net of impairment losses) of the Group based on invoice date is

_ 095
analysed as follows:

>

=z

s

2025 2024 ¢

HK$°000 HK$000 5

i

@)

Within 30 days 31,443 82,346 3

31 days to 90 days 6,442 2,025 §
91 days to 180 days 1,067 642
Over 180 days - -
38,952 85,013

The Group normally allows a credit period ranging from 30 days to 90 days to its customers. Special approval
from senior management is required for extension of credit terms.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2025

22.

TRADE AND OTHER RECEIVABLES (CONTINUED)

(b)

Impairment of trade receivables

The Group measures loss allowances for trade receivables at an amount equal to lifetime ECLs, which
is calculated using a provision matrix. As the Group’s historical credit loss experience does not indicate
significantly different loss patterns for different customer segments, the loss allowance based on past due

status is not further distinguished between the Group’s different customer bases.

The following table provides information about the Group’s exposure to credit risk and ECLs for trade

receivables according to their past due dates:

Gross carrying Loss Net carrying
amount allowance amount
HK$°000 HK$°000 HK$°000

As at 31 December 2025
Within 30 days 38,117 (232) 37,885
31 days to 90 days 1,079 (12) 1,067
91 days to 180 days 113 (113) -
Over 180 days 33,207 (33,207) -
72,516 (33,564) 38,952
Gross carrying Loss Net carrying
amount allowance amount
HK$'000 HK$'000 HK$'000

As at 31 December 2024
Within 30 days 85,773 (2,032) 83,741
31 days to 90 days 1,342 (304) 1,038
91 days to 180 days 2,787 (2,553) 234
Over 180 days 3,108 (3,108) -
93,010 (7,997) 85,013

ECLs rates are based on historical loss experience over the past 3 years. These rates are adjusted to reflect
differences between economic conditions during the year over which the historic data has been collected,

current conditions and the Group’s view of economic conditions over the expected lives of the trade

receivables.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2025

TRADE AND OTHER RECEIVABLES (CONTINUED)

(b)

(c)

Impairment of trade receivables (Continued)

Movement in the loss allowance in respect of trade receivables during the year is as follow:

2025 2024
HK$°000 HK$'000
At 1 January 7,997 12,571
Impairment losses recognised/(reversal of impairment losses) 25,030 (4,305)
Effect of movements in exchange rate 537 (269)
At 31 December 33,564 7,997
Impairment of other receivables
2025 2024
HK$’000 HK$'000
Other receivables 147,509 156,906
Less: Impairment (113,651) (86,241)
33,858 70,665

At 31 December 2025, included in the Group’s other receivables was the consideration receivables from
independent third parties amounted to HK$Nil (2024: HK$12,059,000), arising from disposal of a subsidiary

(note 31) during the year.

The movement in provision for impairment of other receivables during the year is as follows:

2025 2024

HK$’000 HK$'000

At 1 January 86,241 26,626
Impairment losses recognised 24,902 60,184

Effect of movements in exchange rate 2,508 (569)
At 31 December 113,651 86,241
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2025

23.

CASH AND CASH EQUIVALENTS

An analysis of cash and cash equivalents by currencies are set out below:

2025 2024

HK$’000 HK$'000

RMB 17,340 38,195
United Stated dollars (“USD”) 96 1,300
Euro dollars (“EUR”) - 209
Other currencies 587 1,279
18,023 40,983

At the end of the reporting period, the cash and cash equivalents of the Group denominated in RMB amounted
to approximately HK$17,340,000 (2024: approximately HK$38,195,000). RMB is not freely convertible into other
currencies, however, under Foreign Exchange Control Regulations and Administration of Settlement, Sale and
Payment of Foreign Exchange Regulations of the PRC. Exchanging RMB for other currencies is permitted through

the banks that are authorised to conduct foreign exchange business.



24.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

OTHER CASH FLOW INFORMATION
Reconciliation of liabilities arising from financing activities

For the year ended 31 December 2025

The table below details changes in the Group’s liabilities from financing activities, including both cash and non-cash
changes. Liabilities arising from financing activities are liabilities for which cash flows were, or future cash flows will

be, classified in the Group’s consolidated statement of cash flow as cash flows from financing activities.

Bank Lease
borrowings liabilities
HK$'000 HK$'000
(note 25) (note 26)
PUNJEMUERY 2028 el MeSEs 2808
Changes from financing cash flows:
Repayments of bank borrowings (15,348) -
Payments of lease liabilities - (2,929)
_________________________________________________________________ Qs e )
Eenengmeesmen: oo G it
Other changes:
Interest on lease liabilities (note 9(a)) - 2,062
Written-off lease liabilities - (60,651)
Interest on bank borrowings 1,307 -
Gain on extinguishment of debt (789) -
At 31 December 2024 443,611 882
RONdEGER 2025 o ____________N. eE i
Changes from financing cash flows:
Repayments of bank borrowings (21,375) -
Payments of lease liabilities - (645)
_________________________________________________________________ 21875) {649
Eerengeedement K. Wy -
Other changes:
Interest on lease liabilities (note 9(a)) - 29
Interest on bank borrowings 3,514 -
__________________________________________________________________ -
At 31 December 2025 436,700 266

paliWI dnoiL) POo unINA BUIYD

o

S

Gc0¢ LHOd3d TIVNNNY



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2025

25. BANK BORROWINGS

The bank borrowings are repayable as follows:

2025 2024
HK$°000 HK$'000
Current
_-Withinoneyearorondemand 81304 369,922
Non-current
— After one year but within two years 22,806 26,997
— After two years but within five years 32,500 46,692
Q
=
3 55,306 73,689
R~~~ ————
5
Y Total bank borrowings 436,700 443,611
8
()
o
S 2025 2024
5 HK$’000 HK$'000
g
Terms
100
= Unsecured bank borrowings denominated in RMB
é — Fixed interest rate at 3.6% (note (iii)) 60,379 72,674
S — Fixed interest rate from 4.69% to 4.97% (2024: 4.69% to 5.34%)
3 (note (i) 352,218 343,553
§ Secured bank borrowings denominated in RMB
— Variable interest rate at 3.88% (2024: 3.78%) (note (ii)) 24,103 27,384
Notes:
(i) As at 31 December 2025, the Group could not fulfil certain covenants imposed by a bank on certain bank borrowings of

HK$352,218,000 (2024: HK$343,553,000). There were outstanding litigations initiated by the bank in the PRC against the
Group requesting the Group to repay these outstanding bank borrowings. These bank borrowings, and the accrued interest of
HK$300,559,000 (2024: HK$250,721,000) were in default and overdue.



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2025

25. BANK BORROWINGS (CONTINUED)

Notes: (continued)

(M)

(iii)

(continued)

The above bank borrowings were secured by corporate guarantees provided by certain restructuring companies and have
been incorporated as part of the consolidated restructuring. Details of the consolidated restructuring are set out the Company’s
announcements dated 17 November 2020, 23 February 2021, 30 April 2021, 25 May 2021, 27 May 2021, 27 August 2021, 4
January 2022 and 30 January 2022. As disclosed in the Company’s announcement dated 30 January 2022, the restructuring plan
was approved and adjudicated effective by the Court in the PRC (the “Court”) on 28 January 2022, together with the Court’s ruling
that the banks can realise their rights as creditors to convert the debts owed to them to equity interests in the new platform. If the
rights have been confirmed by the Court, but the banks do not realise their rights as creditors to receive the debts repayments and/
or to convert the debts owed to them to equity interests in the new platform pursuant to the restructuring plan, the Administrator
shall deposit the debts repayments allocated to those creditors to the Administrator’s bank account or its designated bank account,
or shall hold such equity interests allocated to those creditors in the new platform on their behalf by a designated company. Within
three years commencing from the date of completion of the restructuring plan, the creditors may still receive the debts repayments
and/or the equity interests in the new platform allocated to them upon realising their rights. If the creditors fail to realise their rights as
creditors to receive the debts repayments and/or convert the debts owed to them to equity interests in the new platform within the
abovementioned time frame due to their own inaction, their rights under the restructuring plan are deemed to have been forgone.
If the banks do not realise their rights as creditors by converting the debts owed to them to equity interests in the new platform,
the bank borrowings would not be extinguished automatically and the relevant legal proceedings would not be discharged
automatically. The banks may continue to seek recourse against the borrower, i.e. a subsidiary of the Group in accordance with the
respective loan agreements. As at 31 December 2025, the restructuring plan has not completed. Among these, the Court handed
down the judgements related to certain of these outstanding bank borrowings in prior years. As at 31 December 2025, based on
the judgements, the Group shall repay these outstanding bank borrowings together with accrued interest of HK$537,273,000 (2024
HK$416,664,000) in total. The Group will continue to negotiate with the bank on the repayment of these bank borrowings.

The carrying value of assets pledged against the bank borrowings is analysed as follows:

2025 2024
HK$’000 HK$'000
Trade receivables 16,449 16,570

In December 2024, the Group had undergone a mediation with a bank for an agreed settlement plan on bank borrowing with
principal of HK$83,109,000 and accrued interests of HK$55,363,000. The agreed settlement plan contained modifications
to the contractual terms of the bank borrowings which were considered substantial and resulted in the recognition of gain on
extinguishment of debt of HK$56,152,000 (note 8) during the year ended 31 December 2024.

Further details of the Group’s management of liquidity risk are set out in note 32(b).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2025

26. LEASES
Nature of leasing activities (in the capacity as lessee)

The group leases a number of properties in the jurisdictions from which it operates. The periodic rent is fixed over
the lease term.

RIGHT-OF-USE ASSETS

The analysis of the net book value of right-of-use assets by class of underlying asset is as follows:

2025 2024
HK$’000 HK$'000
Ownership interests in leasehold land (note 17),

Q carried at amortised cost with remaining lease term of:

i: — Between 10 and 50 years 34,939 35,401

= Other properties leased for own use (note 16), carried at depreciated cost 250 849

g

8

0) Lease liabilities

o

el 2025 2024

3 Properties Properties

[0}

< HK$’000 HK$'000
102

. At 1 January 882 62,803

= Interest expense 29 2,062

% Payments of lease liabilities (645) (2,929)

2 Written-off lease liabilities (note 8(ii)) - (60,651)

§ Foreign exchange movements - (4083)

& At 31 December 266 882

Future lease payments are due as follows:

2025
Present value of
Minimum lease minimum lease
payments Interest payments
HK$°000 HK$°000 HK$°000

Within one year 269 3 266




26.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2025

LEASES (CONTINUED)
Lease liabilities (Continued)
2024
Present value of
Minimum lease minimum lease
payments Interest payments
HK$'000 HK$'000 HK$'000
shwvemsyesr o e e 616
Afterone butwithintwoyears | ______________._.__..__._..29 ___________ S . 266
913 31 882
The present value of future lease payments are analysed as:
2025 2024
HK$°000 HK$'000
Current liabilities 266 616
Non-current liabilities - 266
266 882
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2025

27. TRADE AND OTHER PAYABLES

2025 2024
HK$°000 HK$'000
Trade payables (note (i) 75,448 113,855
Deposits from customers 1,809 20,322
Contract liabilities (note (ii)) 20,629 19,465
Salary and welfare payables 3,827 10,414
Value-added tax payable 70,932 64,229
Payables for acquisitions of property, plant and equipment - 27,229
Provision for losses on litigations 42,992 63,299
Interest payables 300,559 250,721
5 Other payables and accruals 280,298 338,489
= Amount due to a shareholder (note (iii)) 5,000 -
=
5 801,494 908,023
g
o
0)
o Notes:
C
©
% (i) All of the trade and other payables (including amounts due to related parties) are expected to be settled within one year or are
g repayable on demand.
1 04 An ageing analysis of trade payables of the Group based on invoice date is analysed as follows:
2 2025 2024
g HK$'000 HK$'000
>
% Within 30 days 5,473 37,594
% 31 days to 90 days 14,468 8,311
S 91 days to 180 days 352 37,981
§ Over 180 days 55,155 29,969

75,448 113,855




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2025

27. TRADE AND OTHER PAYABLES (CONTINUED)

Notes: (continued)

(i)

(iii)

Contract liabilities

2025 2024
HK$’000 HK$'000
Contract liabilities arising from:
Sale of goods 20,629 19,465
Movements in contract liabilities are as follow:
2025 2024
HK$’000 HK$'000
Balance as at 1 January 19,465 28,906
Decrease in contract liabilities as a result of recognition of revenue
during the year (7,058) (28,716)
Increase in contract liabilities as a result of received receipts
in advance from the customers that the goods have not yet
transferred or not yet accepted by the customers 7,722 19,759
Disposal of a subsidiary - (210)
Exchange realignment 500 (274)
Balance as at 31 December 20,629 19,465

Typical payment terms which impact on the amount of contract liabilities are as follows:

Sale of goods

As noted above, the receipts in advance received from the customers remains as a contract liability until the goods have been

transferred and accepted by the customer.

The Group expects that the contract liabilities as at 31 December 2025 will be recognised as revenue within a year.

The amount is unsecured, interest-free and repayable on demand.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2025

28.

29.

EQUITY-SETTLED SHARE-BASED PAYMENTS

There were no outstanding share options granted by the Group as at 31 December 2025 and 2024. No share
options have been granted/exercised/lapsed/cancelled during the years ended 31 December 2025 and 2024.

SHARE CAPITAL
Authorised and issued share capital

2025 2024
Number of Number of
ordinary ordinary
shares Amount shares Amount
’000 HK$°000 ‘000 HK$'000
Authorised:
At 1 January and 31 December 3,000,000 300,000 3,000,000 300,000
Issued and fully paid:
At 1 January and 31 December 1,822,756 182,276 1,822,756 182,276




30.

RESERVES AND DIVIDENDS

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2025

The reconciliation between the opening and closing balances of each component of the Group’s consolidated equity
is set out in the consolidated statement of changes in equity. Details of the changes in the Company’s individual
components of equity between the beginning and the end of the year are set out below:

(a)

(b)

(c)

(d)

(e)

The Company
Share Contributed Accumulated
premium surplus losses Total
(note 30(b)) (note 30(g))

HK$'000 HK$'000 HK$'000 HK$'000
At 1 January 2024 7,400,418 297,480 (7,536,915) 160,983
Loss for the year - - (23,188) (23,188)
At 31 December 2024 7,400,418 297,480 (7,560,103) 137,795
At 1 January 2025 7,400,418 297,480 (7,560,103) 137,795
Loss for the year - - (82,079) (82,079)
At 31 December 2025 7,400,418 297,480 (7,642,182) 55,716

Share premium

Under the Bermuda Companies Act 1981, the share premium account may be applied by the Company in
paying up unissued shares of the Company to be issued to members of the Company as fully paid bonus

shares.

Capital surplus

The capital surplus represented the excess of paid-in capital of the companies comprising the Group.

Merger reserve

The merger reserve of the Group represents the difference between the net carrying value of the Predecessor

Entities and non-controlling interests acquired over the consideration given. This reserve is distributable.

PRC statutory reserves

Transfers from retained earnings to PRC statutory reserves were made in accordance with the relevant PRC
rules and regulations and the articles of association of the Company’s subsidiaries incorporated in the PRC

and were approved by the respective boards of directors.

(i) Statutory surplus reserve

The domestic companies in the PRC are required to transfer 10% of their net profit, as determined in
accordance with the PRC accounting rules and regulations, to the statutory surplus reserve until the

reserve balance reaches 50% of the registered capital. The transfer to this reserve must be made
before distribution of a dividend to equity owners.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2025

30.

RESERVES AND DIVIDENDS (CONTINUED)

(e)

®

(9)

(h)

(i)

PRC statutory reserves (Continued)

(ii) Statutory general reserve
Under the PRC Company Law and the subsidiaries’ articles of association, each of the subsidiaries of
the Group which is a foreign investment enterprise in the PRC is required to transfer at least 10% of its
net profit, as determined under the PRC accounting rules and regulations, to statutory general reserve
until the reserve balance reaches 50% of the capital. The transfer to this reserve must be made before
distribution of a dividend to equity owners.

Statutory surplus reserve and statutory general reserve can be used to make good previous years’ losses, if
any, and may be converted into share capital by issuing new shares to equity owners proportionate to their
existing percentage of equity interests provided that the balance after such issue is not less than 25% of the
registered capital.

Exchange reserve

The exchange reserve comprises all foreign currency differences arising from the translation of the financial
statements of foreign operations.

Contributed surplus

Pursuant to the Reorganisation, the Company became the holding company of the Group on 10 September
2005. The excess of the consolidated net assets represented by the shares acquired over the nominal value
of the shares issued by the Company in exchange under the Reorganisation was transferred to contributed
surplus.

Distributable reserves

In addition to retained earnings, under the Bermuda Companies Act 1981, the contributed surplus account of
the Company is also available for distribution. However, the Company cannot declare or pay a dividend, or
make a distribution out of contributed surplus if:

(i) it is, or would after the payment be, unable to pay its liabilities as they become due; or

(ii) the realisable value of its assets would thereby be less than the aggregate of its liabilities and its issued
share capital and share premium accounts.

At 31 December 2025, the Company had reserves available for distribution to equity holders of the Company
amount to HK$55,716,000 (2024: HK$137,795,000).

Dividend

The Board does not recommend the payment of a dividend for the year ended 31 December 2025 (2024:
HKS$NIl).



30.

31.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2025

RESERVES AND DIVIDENDS (CONTINUED)

@)

Capital management

The Board’s capital management policies are to safeguard the Group’s ability to continue as a going concern
in order to provide returns for shareholders and benefits for other stakeholders and to maintain an optimal
capital structure to reduce the cost of capital. Certain measures have been taken by the Directors to mitigate
the liquidity pressure as set out in note 3(b). The Board monitors the return on capital (defined by the Group
as profit attributable to equity holders of the Company divided by total equity attributable to equity holders
of the Company, excluding non-controlling interests) and the level of dividends to ordinary shareholders.
In order to maintain the capital structure, the Company may also repurchase existing shares. There was
capital deficiency attributable to equity holders of the Company of HK$754,816,000 at 31 December
2025, calculation of return on capital at 31 December 2025 was inappropriate. The Group is not subject to
externally imposed capital requirement.

CHANGES IN GROUP STRUCTURE
Disposal of a subsidiary

In December 2024, the Group entered into equity transfer agreement with an independent third party company
(the “Purchaser”) to dispose of 80% of equity interests of a subsidiary under chilled and frozen meat segment at a
consideration of HK$12,059,000. The net liabilities of the subsidiary at the date of disposal were as follows:

HK$’000

Net liabilities disposed of:
Property, plant and equipment 8,174
Lease prepayments 1,037
Cash and cash equivalents 2
Inventories 360
Trade and other receivables 4,632
Trade and other payables (16,130)
(1,925)
Non-controlling interests 385
Exchange reserve reclassified to profit or loss upon disposal (4,111)
Gain on disposal of a subsidiary (note 8) 17,710
Total consideration 12,059

Satisfied by:

Consideration receivable (note 22(c)) 12,059

Net cash outflow arising from the disposal
Cash and cash equivalents disposed of a subsidiary 2
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2025

32.

FINANCIAL RISK MANAGEMENT AND FAIR VALUES

The Group are exposure to the following risks arising from financial instruments:

- credit risk

= liquidity risk

- interest rate risk

- foreign currency risk

This note presents information about the Group’s exposure to each of the above risks, the Group’s objectives,
policies and processes for measuring and managing risk.

Risk management framework

The Directors are responsible for the establishment and oversight of the Group’s risk management framework.

The Group’s internal control systems are established to identify and analyse the risks faced by the Group, to set
appropriate risk limits and controls, and to monitor risks and adherence to limits. The internal control systems are
reviewed regularly to reflect changes in market conditions and the Group’s activities. The Group, through its training
and management standards and procedures, aims to develop a disciplined and constructive control environment in
which employees understand their roles and obligations.

The audit committee of the Company oversees how management monitors compliance with the Group’s internal
control systems and reviews the adequacy of the risk management framework in relation to the risks faced by the
Group. The audit committee of the Company is assisted in its oversight role by Internal audit department. Internal
audit department undertakes both regular and ad hoc reviews of risk management controls and procedures, the
findings and recommendations of which are reported to the audit committee of the Company.



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2025

32. FINANCIAL RISK MANAGEMENT AND FAIR VALUES (CONTINUED)

(a)

Credit risk

Credit risk is the risk of financial loss to the Group if a customer or counterparty to a financial instrument
fails to meet its contractual obligations, and arises principally from the Group’s receivables from customers,
derivative financial instruments and deposits with banks. The Group’s exposure to credit risk is influenced
mainly by the individual characteristics of each customer and counterparty to the financial instruments.

Trade and other receivables

The Group has established a credit policy under which each new customer is analysed individually for
creditworthiness before the Group’s standard payment and delivery terms and conditions are offered. Credit
limits are established for each customer, which represent the maximum open amount without requiring
special approval from senior management; these limits are reviewed annually. Customers that fail to meet the
Group’s benchmark creditworthiness may transact with the Group on a prepayment basis.

The Group’s exposure to credit risk is influenced mainly by the individual characteristics of each customer
rather than the industry or country in which the customers operate and therefore significant concentrations of
credit risk primarily arise when the Group has significant exposure to individual customers. At the end of the
reporting period, 68% (2024: 24%) of the trade receivables were due from the five largest customers of the
Group, all of whom are companies which have good track record with the Group.

The Group establishes an allowance for impairment that represents its estimate of incurred losses in respect
of trade and other receivables. The main components of this allowance are a specific loss component that
relates to individually significant exposures. The collective loss allowance is determined based on historical
data of payment statistics for similar financial assets.

Credit risk on trade and other receivables has already been taken into account as trade and other receivables
are shown in the consolidated statement of financial position net of impairment losses. Further quantitative
disclosures in respect of the Group’s exposure to credit risk arising from trade and other receivables are set
out in note 22.

Cash and cash equivalents

Cash is placed with a group of banks in the PRC and Hong Kong which management considers have good
credit ratings.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2025

32.

FINANCIAL RISK MANAGEMENT AND FAIR VALUES (CONTINUED)

(b)

Liquidity risk

Liquidity risk is the risk that the Group will encounter difficulty in meeting the obligations associated with its
financial liabilities that are settled by delivering cash or another financial asset. As disclosed in note 3(b),
certain measures have been taken by the Directors to mitigate the liquidity pressures faced by the Group.

The contractual maturities and contractual cash outflow of the lease liabilities are disclosed in note 24. The
following are the contractual maturities at the end of the reporting period of bank borrowings of the Group

based on lender’s ability to demand earliest repayment:

31 December 2025

Contractual 3 months

Carrying  undiscounted o less or 3-6 6-9 9-12 1-2 2-5

amount cash flows on demand months months months years years

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

Bank borrowings 436,700 440,492 365,915 5,536 5,536 13,560 24,526 2549

31 December 2024

Contractual 3months

Carrying  undiscounted or less or 36 6-9 9-12 12 2-5

amount cash flows on demand months months months years years

HK$1000 HK$ 000 HK$ 000 HK$'000 HK$'000 HK$1000 HK$ 000 HK$000

Bank borrowings 443611 450,501 361,663 4,000 4,000 16,657 25,365 48716

Save as the above, the Group’s other financial liabilities are required to be settled within one year or on
demand and the total contractual undiscounted cash outflows of these financial liabilities approximate to their
carrying amounts on the consolidated statement of financial position.



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2025

32. FINANCIAL RISK MANAGEMENT AND FAIR VALUES (CONTINUED)

(c)

(d)

Interest rate risk

The Group's interest rate risk arises primarily from long-term borrowings. Borrowings issued at variable rates
and fixed rates expose the Group to cash flow interest rate risk and fair value interest rate risk respectively.
The Group actively monitors the interest rate fluctuation to ensure that its net exposure is kept to an
acceptable level.

The interest rates and terms of repayment of bank borrowings are disclosed in note 25.

Fair value sensitivity analysis for fixed rate instruments

The Group does not account for any fixed rate financial assets and liabilities at fair value through profit or
loss. Therefore a change in interest rates at the end of the reporting period would not affect profit or loss.

Cash flow sensitivity analysis for variable rate instruments

An increase of 100 basis points in interest rates at the end of the reporting period would have increased the
Group’s accumulated losses and loss for the year by approximately HK$181,000 (2024: HK$205,000). This
analysis assumes that all other variables, in particular foreign currency rates, remain constant. The impact on
the Group’s loss after tax and accumulated losses is estimated as impact on interest expense in respect of
the borrowing remaining outstanding as at the end of the reporting period of such a change in interest rate.
The analysis is performed on the same basis for 2024.

A decrease of 100 basis points in interest rates at the end of the reporting period would have had the equal
amount but opposite effect, on the basis that all other variables remain constant.

Foreign currency risk

Substantially all the revenue-generating operations of the Group are transacted in RMB, the functional
currency of the operating subsidiaries in the PRC, which is not freely convertible into foreign currencies. All
foreign exchange transactions in the PRC must take place either through the People’s Bank of China (“PBOC”)
or other institutions authorised to buy and sell foreign currencies. The exchange rate adopted for the foreign
exchange transactions are the rates of exchange quoted by the PBOC that would be subject to a managed
float against an unspecified basket of currencies. Approval of foreign currency payments, including
remittances of dividends, by the PBOC or other institutions requires submitting a payment application form
together with relevant supporting documents.

The Group actively monitors foreign exchange rate fluctuations to ensure that its net exposure is kept to an
acceptable level.
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32.

FINANCIAL RISK MANAGEMENT AND FAIR VALUES (CONTINUED)

(d)

(e)

Foreign currency risk (Continued)

Included in assets and liabilities are the following balances denominated in a currency other than the
functional currency of the entity to which they relate:

Exposure to foreign currencies (expressed in HKS)

2025 2024
EUR Usb RMB EUR usb RMB
HK$’000 HK$’000 HK$’000 HK$'000 HK$'000 HK$'000

Other current assets - 96 11 209 1,300 11

As HK$ is pegged to USD, the Group considers the risk of movements in exchange rates between HK$ and
USD to be insignificant.

No sensitivity analysis for the Group’s exposure to currency risk arising from financial assets and liabilities
denominated in EUR and RMB is prepared since the Directors considered that the impact is insignificant.

Fair value

Fair values versus carrying amounts

The fair values of cash and cash equivalents, trade and other receivables, trade and other payables,
amounts due from/to related parties and short-term bank borrowings are not materially different from their
carrying amounts based on the nature or short-term maturity of these instruments.

The carrying amounts of the Group’s long-term bank borrowings approximate their fair values because the
borrowing rates were similar to rates currently available for bank borrowings with similar terms and maturity.



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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32. FINANCIAL RISK MANAGEMENT AND FAIR VALUES (CONTINUED)

(e)

®)

Fair value (Continued)

Fair values versus carrying amounts (Continued)

The fair value and the level of fair value hierarchy of the Group’s other financial liabilities estimated by
discounting estimated future cash flows using the Group’s financing interest rate is as follows:

2025 2024
Fair value Fair value
measurements measurements
Carrying Fair categorised Carrying Fair categorised
amount value into Level 2 amount value into Level 2
HK$°000 HK$’000 HK$°000 HK$'000 HK$'000 HK$'000
Lease liabilities 266 266 266 882 882 882

The interest rates used to estimate the fair value of financial instruments above are based on the Group’s
financing interest rates. The interest rates used are as follows:

2025 2024

Lease liabilities 4.81% 4.81%

Fair value estimates are made at a specific point in time and based on relevant market information and
information about the financial instruments. These estimates are subjective in nature and involve uncertainties
and matters of significant judgement and therefore cannot be determined with precision. Changes in
assumptions could significantly affect the estimates.

Natural risk

The Group is engaged in slaughtering, production and sale of chilled and frozen meat and processed meat
products. An occurrence of serious animal diseases, such as African swine fever, foot-and-mouth disease, or
any outbreak of other epidemics in the PRC affecting animals or humans might result in material disruptions
to the Group’s operations and revenue.

The Group has implemented stringent quality control measures both in the procurement and production
stages. All raw materials are subject to vigorous inspections and examination. The Group also has regular
communications with animal epidemic prevention supervisory departments and implemented the animal
epidemic prevention policies promulgated by the supervisory departments.
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33.

()
=

COMMITMENTS AND CONTINGENT LIABILITIES

(a)

(b)

Capital commitments

Capital commitments outstanding at 31 December 2025 in respect of property, plant and equipment not
provided for in the consolidated financial statements were as follows:

2025 2024
HK$’000 HK$'000
Contracted for 61,267 358,028

Contingent liabilities

As at the end of the reporting period, expect for the litigations commenced by the bank against a subsidiary
of the Group as disclosed in note 25(i), the Group was not involved in any other material litigation or
arbitration. As far as the management of the Group was aware, the Group had no other material litigation
or claim which was pending or threatened against the Group. As at 31 December 2025, the Group was the
defendant of certain non-material litigations, and also a party to certain litigations arising from the ordinary
course of business of the Group. The likely outcome of these contingent liabilities, litigations or other legal
proceedings cannot be ascertained with reasonable certainty at present, but the management of the Group
believes that any possible legal liability which may be incurred from the aforesaid cases will not have any
material impact on the financial position or results of the Group.

RELATED PARTY TRANSACTIONS

In addition to the transactions and balances disclosed elsewhere in the consolidated financial statements, the Group
had material related party transactions during the year as described below. Related companies in the consolidated
financial statements refer to companies owned and controlling by Mr. Zhu Yicai (“Mr. Zhu”), the Honorary Chairman
and the senior advisor of the Board, who also has beneficial interest in the shares of the Company.

(a)

Significant related party transactions
(i) Sales and purchases of raw materials and finished goods:

2025 2024

HK$°000 HK$'000

Sales of raw materials to related companies 250 1,053
Sales of finished goods to related companies 2,265 170,968
Purchases of raw materials from related companies 4,885 3,483
Purchases of work in progress from related companies 1,252 -

(ii) Lease of property, plant and equipment and land use rights
Certain property, plant and equipment and land use rights owned by the Predecessor Entities were
leased to the Group under leases (notes 16 and 26). The rental paid or payable to the Predecessor
Entities for the year ended 31 December 2025 amounted to HK$NIl (2024: HK$3,070,000).
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34. RELATED PARTY TRANSACTIONS (CONTINUED)

(a)

(b)

(c)

(d)

Significant related party transactions (Continued)
(iii) Use of property, plant and equipment and land use rights of the Predecessor
Entities

Certain Predecessor Entities made available their properties and land use rights with a total carrying
value of HK$39,123,000 (2024: HK$38,646,000) as at 31 December 2025 to the Group. No rental is
paid or payable by any of the companies in the Group.

Amounts due from related parties

2025 2024
HK$’000 HK$'000
Trade receivables due from related companies 13,843 34,530

Amounts due from related parties are unsecured, interest free and are expected to be recovered within one
year. There was no impairment made against these amounts at 31 December 2025 and 2024.

Amounts due to related parties

2025 2024

HK$°000 HK$'000

Trade payables due to related companies 13,540 12,927
Other payables due to related companies (note) 187,766 237,052

Note: Certain related companies settled certain payables on behalf of the Group during the year ended 31
December 2025 and 2024.

Amounts due to related parties are unsecured, interest free and have no fixed terms of repayment.

Key management personnel remuneration

Remuneration for key management personnel, mainly representing the amounts paid to the Directors and a
chief executive of the Company, was disclosed in note 12.
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35.

36.

COMPANY-LEVEL STATEMENT OF FINANCIAL POSITION

2025 2024

Notes HK$’000 HK$'000
Non-current assets
Investments in subsidiaries . 315096 390,966
Current assets
Other receivables 541 574
Cash and cash equivalents 225 444
R 766 1ie
Current liabilities
Amounts due to subsidiaries 43,298 38,145
Amounts due to related companies 27,158 27,158
Other payables 7,414 6,610
__________________________________________________________________ mero 71918
Netcurrentliablites Sy (77004) _____(70895)
Total assets less current liabilities 237,992 320,071
Net assets 237,992 320,071
Equity
Share capital 29 182,276 182,276
Reserves 30(a) 55,716 137,795
Total equity 237,992 320,071

SUBSEQUENT EVENTS

Save as disclosed, there are no material subsequent events undertaken by or impacted on the Company or the

Group subsequent to 31 December 2025 and up to the date of this report.



LIST OF PRINCIPAL SUBSIDIARIES

APPENDIX 1

The following list contains only the particulars of subsidiaries as at 31 December 2025 which principally affected the results,
assets or liabilities of the Group.

Place of Attributable
establishment equity interest
Name of company (note (iii)) and operation Registered capital held by the Company Principal activity
Direct Indirect
% %

Fuyang Yurun Meat Processing The PRC USD44,000,000 - 100% Production and sales
Co., Ltd. (note (i)) of processed meat
BISRERENTIER AR products

Gansu Yurun Meat Processing The PRC USD1,000,000 - 100% Production and sales
Co., Ltd. (note (i)) of processed meat
HEMERENTIER AR products

Harbin Popular Meat Food Co., The PRC USD50,000,000 - 99%  Slaughtering, production
Ltd. (note (ii)) and sales of chilled
KREANZABRERERAH and frozen meat

and processed meat
products

Notes:

(i) These entities established in the PRC are wholly foreign owned enterprises.

(i) These entities established in the PRC are domestic limited liability companies.

(iii) The English translation of the company names of the companies established in the PRC is for reference only. The official names of these
companies are in Chinese.

All of these are controlled subsidiaries as defined under note 4(a)(ii) and have been consolidated into the consolidated
financial statements.

There were no changes in equity interests of the above-mentioned subsidiaries held by the Company during the year.

None of the subsidiaries issued any debt securities as at 31 December 2025.
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FIVE-YEAR SUMMARY

2021 2022 2023 2024 2025
HK$'000 HK$'000 HK$'000 HK$'000 HK$’000
Assets and liabilities
Non-current assets 791,259 635,738 373,825 238,720 191,846
Net current liabilities (1,192,791) (1,037,612) (979,241) (872,361) (889,471)
Total assets less current liabilities (401,532) (401,874) (605,416) (633,641) (697,625)
Non-current liabilities (68,087) (92,719) (83,963) (73,955) (55,306)
Net liabilities (469,619) (494,593) (689,379) (707,596) (752,931)
Share capital 182,276 182,276 182,276 182,276 182,276
Reserves (713,617) (725,627) (877,245) (887,117) (937,092)
Total equity attributable to equity
holders of the Company (531,341) (543,351) (694,969) (704,841) (754,816)
Non-controlling interests 61,722 48,758 5,590 (2,755) 1,885
Total equity (469,619) (494,593) (689,379) (707,596) (752,931)
Operating results
Revenue 8,440,202 2,162,440 1,410,943 992,369 446,468
Results from operating activities 3,075,996 18,422 (169,586) 15,870 (23,409)
Net finance costs (34,651) (37,701) (38,287) (52,319) (49,273)
(Loss)/profit before income tax 3,041,345 (19,279) (207,873) (36,449) (72,682)
Income tax credit/(expense) (10,838) (6,050) 6,580 45 -
(Loss)/profit for the year 3,030,507 (25,329) (201,293) (36,404) (72,682)
Attributable to:
Equity holders of the Company 3,060,499 (15,037) (147,641) (38,573) (71,245)
Non-controlling interests (29,992) (10,292) (53,652) 2,169 (1,437)
(Loss)/profit for the year 3,030,507 (25,329) (201,293) (36,404) (72,682)
Earnings/(loss) per share
Basic (HK$) 1.679 (0.008) (0.081) (0.021) (0.039)
Diluted (HK$) 1.679 (0.008) (0.081) (0.021) (0.039)
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