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FINANCIAL HIGHLIGHTS
HA 25 1 22

02

Revenue for the year ended 31 December 2025 amounted to
RMB271.7 million, representing a decrease of 1.2% from RMB275.1
million recorded in 2024.

Gross profit for the year ended 31 December 2025 amounted to
RMB74.1 million, representing an increase of 1.4% from RMB73.1
million recorded in 2024.

Loss attributable to ordinary equity holders of the Company for the
year ended 31 December 2025 amounted to RMB513.9 million,
representing a decrease of 0.5% from RMB516.6 million recorded in
2024.

The Board does not recommend the payment of a final dividend for
the year ended 31 December 2025.
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FIVE YEAR FINANCIAL SUMMARY
AR A

A summary of the results, assets and liabilities of the Group for the last AEEBEREANBREENEE BEMBER
five financial years, as extracted from the published audited consolidated & (}§8% B 2 A EBZLR A PIEHRE) Hya0T
financial statements is set out below:

Year ended 31 December

BE+=-A=+—-HLEE

2025 2024 2023 2022 2021
—E-RfE T NF T =F T —E-—F
RMB’000 RMB’'000 RMB'000 RMB’000 RMB’000

AR®TR ARBTT ARBTT ARETT ARETR

RESULTS ES |
REVENUE A 271,702 275,077 258,784 271,600 252,671
Cost of sales $HE AR (197,616) (202,011) (184,673) (196,784) (184,162)
GROSS PROFIT EF 74,086 73,066 74,111 74,816 68,509
Other income and gains H g A R U 25 2,730 29,833 2,993 20,701 6,778
Selling and distribution expenses 5 M A& 55 7 (82,190) (86,945) (95,194) (74,708) (74,640)
Administrative expenses ABRAZ (28,385) (40,974) (47,133) (44,392) (61,273)
(Provision for)/Reversal of AR () #E

impairment losses, net B (6,261) (6,435) 170 (23,182 (12,5593)
Other expenses HibfA% (274,152) (285,258) (264,388) (235,663) (109,714)
Finance costs BE A (199,767) (199,851) (194,875) (203,911) (135,556)
LOSS BEFORE INCOME TAX  BRFT8HiAIE B (513,939) (5616,564) (524,316) (486,339 (318,449)
Income tax expense PSR X = = = -
LOSS FOR THE YEAR FREE (513,939) (5616,564) (524,316) (486,339 (318,449)

ASSETS, LIABILITIES AND EQUITY .
EE BEEREDR

As at 31 December

W+=A=+-H
2025 2024 2023 2022 2021
—E-RE —E-NF gt —E=-= —E-—%F
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

ARBTR ARETT ARETT AR®TT ARETR

TOTAL ASSETS EEMAE 1,024,066 1,050,367 1,113,188 1,123,077 1,193,766
TOTAL LIABILITIES aEAE CEECESDN  (3901,911)  (3,446,730)  (2,931,240)  (2,511,660)

TOTAL DEFICIT EAARE (3,364,292) (2,851,544) (2,333,542) (1,808,163) (1,317,894)

EEMEEAR AT —TE-_RFEFER 03



CHAIRMAN’S STATEMENT
ESVi 208

It is a great honour for me, on behalf of the board (the “Board”) of
directors (the “Directors”) of Honworld Group Limited (the “Company”
or “Lao Heng He”), to present the annual report of the Company and its
subsidiaries (collectively, the “Group” or “we”) for the financial year ended
31 December 2025.

BUSINESS REVIEW

We are one of the leading manufacturers of condiment products in the
People’s Republic of China (the “PRC” or “China”). We offer high quality
and healthy brewed cooking wine as well as other condiments, including
naturally-brewed soy sauce, naturally-brewed vinegar, soybean paste,
sesame oil and fermented bean curd, which are organic without any
additives. In 2025, we attained the following achievements:

(1)  As one of the principal drafting entities, our subsidiary, Huzhou
Laohenghe Brewery Co., Limited* (4 /Il Z 18 M EE & B R A 7))
(“Huzhou Laohenghe Brewery”), participated in the formulation
of the national standard “General Principles for Evaluation of Food
Traceability System” (& fn 18 3 88 R 1B & Al]) (GB/T 46453-2025),
which was promulgated in October 2025.

(2)  Huzhou Laohenghe Brewery participated in the formulation of the
industry standard “Cooking Huangjiu” (2 8L &= )H) (QB/T 2745-2025),
which came into effect in November 2025.

(8) The “Lao Heng He Cooking Wine” brand was awarded the title of
“2025 Cooking Wine Gold Best Seller” of offline cooking wine of 2025
by Fast Moving Consumer Goods (FMCG) Weekly Magazine, and the
market share of the offline sales was 17.6% in 2025, ranking first for
the ninth consecutive year in the industry.

In 2025, the Chinese government continued to prioritise the promotion
of consumption and expansion of domestic demand, shifting the focus
of economic policies towards improving livelihood and supporting
consumer spending. Against the backdrop of rapid changes in the external
environment and growing uncertainty, the pace of consumption recovery
fell short of expectations, and procurement demand in the catering sector
was weak. The condiment industry experienced intensifying homogeneous
competition, with certain small and medium-sized brands reducing prices
to clear inventories, which placed pressure on selling prices and gross
profit margins across the industry. In light of the intensification of the
abovementioned situation, the Group adhered to the spirit of the “Year
of Grasping Projects and Advocating Reform” (A#I138 B 4 « A{Ek )
meeting held in 2025, and continued to enhance its market competitiveness
and drive product sales growth through various measures, including
improving quality and efficiency, upgrading operational capabilities, driving
product innovation and revitalising our distribution channels.

04 Honworld Group Limited Annual Report 2025

RAFER=MARZENBRERRAR ((F2H]
H[EEMDES(EE) e ((Esg)) k=2
ARRREMBAR (RHEIFE@E]) K (HM)
BE_Z_RF+_A=1+—HILFBFEENFR

FEORE

BFRPEARKME (THE])NELRHKRE
ERz— BMRHEEE RENRBAENRR
Hipsko  BREREBEH RER 228
o BAEZRBRERER NR_F_1%F &M
BB TAREE

(1) ZEMFREAMZEMEEGR2A R (H
MEENBE) FATEZEREENZ —2
H ERZEEFE(KRBEBPAEZTIERAD
(GB/T 46453-2025)M & » ZBAIRN = F
—RFETABEM -

@ MNEZENBEEAETERESENy —2H
17T # 122 CR £ =B )QB/T 2745-2025) A9
FOREERN T _RE+ AL -

@ [EEMRE REECERETD FES
20254F E 43 T #LE [ 2025 % H i5 45 & | 18
ROHR-_ZT_AFKRTHEEMBLEEA
17.6% BB FIBHITHSE — o

R-ZF-_RF BERBEEHRRBEREAR
FIREBEEER UHKERRNEHBRANE
RAERZFHE - HIMNBRFESBIZL - THEENE
MBEIMESRT  HEEHIRED  ERKRES
RIMRRSS - FRMITERER B RS -
ETHARREEREST BREBAITENE
EREMNEAE - NEBE LA SRREZET
BR_F_RFARMNIAIMERF AfekE]
SHREN  RERBIEEIEN  MESR - EmA
MoRBEFEZBIAERTEHF I LRE
EmmHERER -



CHAIRMAN'’S STATEMENT

In 2025, in respect of market strategy and promotion, the Group further
enhanced the planning and design of its mid-to-high-end product
packaging, promotional campaigns, online media presence and key
offline promotion channels. In addition, the Group implemented a multi-
tiered channel strategy to establish core markets and flagship stores. It is
also focusing its efforts on supermarkets, online channels to concentrate
resources on the big single products, thereby enhancing customer loyalty.
Leveraging its long-established brand heritage and product quality, the
Group sought to reinforce the market positioning of its products as the
“time-honored brand, big single product, high-end and cost-effective time-
honored product” (Zmi# * REM » emtkeEELNPEEZTHRER)
and occupy a leading position in the diversified condiment products sector.

In terms of product research and development and quality, in 2025, the
Group continued to engage external technical professionals to form a
research and development team, and established comprehensive product
research and development systems and procedures. The Group also
cooperated with tertiary institutions to carry out research on brewing
theories. The Group successfully standardised its production process and
developed new products, while also improving the technology of the new
production lines of soy sauce and soybean paste. In addition, the Group
continued to strengthen its food safety technology protection capabilities
by purchasing relevant equipment and testing instruments, strengthening
technical support, increasing staff training and improving its food safety
control system to strictly monitor the whole process. The Group has built a
whole-process digital food safety traceability system, formulated emergency
plans and disposal plans for food safety accidents and established a
sound risk management and control mechanism to gradually improve
and enhance the establishment of the quality system and greatly enhance
product quality.

In respect of new product launches, in 2025, the Group captured the
upgraded trend of health-conscious consumption, and completed its
strategic expansion into multiple categories of organic products. Following
the launch of the single-category cooking wine in 2024, the Group
expanded its organic product portfolio to include soy sauce, rosy rice
vinegar and fermented bean curd. The number of successfully developed
products increased from two to more than six, achieving comprehensive
coverage of core household cooking scenarios. Market response has
exceeded expectations, with sales revenue from such products increased
by approximately 287.6% year-on-year to approximately RMB1.1 million.
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CHAIRMAN’S STATEMENT
ESVi 208

In respect of sales channels, in 2025, the Group actively embraced
the digital transformation strategy by expanding online sales channels
and enhancing the brand’s online influence. Total online sales revenue
for the year amounted to approximately RMB30.8 million, representing
approximately 11.3% of the Group’s total revenue and an increase of
approximately 34.1% as compared with the corresponding period of 2024.
In particular, online sales of newly launched products such as cooking wine
and aged soy sauce delivered particularly notable performance, which
provided robust data support for the Group’s product development and
marketing strategies, thereby further enhancing the brand’s recognition and
reputation among younger consumer groups.

In respect of production plant management, in 2025, the Group continued
to refurbish and upgrade its existing equipment, improve and innovate
its production processes, formulate standardised systems, optimise
operational workflows, enhance the capabilities of its production
management team, and streamline its production team. Meanwhile, in order
to support the sales and research and development teams in exploring
and developing new products, the Group purchased certain equipment to
enhance labour efficiency of the production plant, reduce production cost,
and further enhance the competitiveness of the Group’s products in the
market.

In 2025, the Group recorded sales revenue of approximately RMB271.7
million, representing a decrease of approximately 1.2% as compared to
approximately RMB275.1 million for the corresponding period of 2024,
which was primarily attributable to the weak consumer environment, as
well as the adjustments made by certain key clients based on their own
business plans, which led to changes in their cooperation with the Group,
resulting in a corresponding decline in the Group’s revenue.
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CHAIRMAN'’S STATEMENT

In 2025, our cooking wine products remained as our major source
of revenue, accounting for approximately 69.3% of our total revenue.
Meanwhile, as we continued to reposition our soy sauce products and
pursue product innovation, sales revenue from our soy sauce products
in 2025 amounted to approximately RMB28.6 million, accounting for
approximately 10.5% of our total revenue. In terms of market strategy,
our existing distributors are located across fourth-tier and fifth-tier cities
in 30 provinces, autonomous regions and municipalities in China. We
continued to promote channel penetration and development of distribution
and catering channels in the Yangtze River Delta, the Pearl River Delta and
the Bohai Rim region, actively expand overseas markets, and increase
investment and introduce various promotional measures to increase
the reach of our products at sales terminals. In order to align with the
aforementioned market penetration strategy and to cope with the adverse
factors such as insufficient market consumption power and intensifying
price involution, we have adjusted its product mix to place greater
emphasis on the development of high-margin products, thereby increasing
the proportion of sales of mid-to-high-end products with relatively higher
gross margins. As a result, the gross profit margin of the Group’s products
increased from approximately 26.6% in 2024 to approximately 27.3% in
2025.

The loss attributable to ordinary equity holders of the Company was
approximately RMB513.9 million in 2025 (the corresponding period of 2024
approximately RMB516.6 million), representing a decrease of approximately
0.5% as compared to the corresponding period of 2024, due to the
combined effect of the above mentioned decline in revenue and increase in
gross profit. Based on the expected decline in sales of cooking wine, soy
sauce, rice vinegar, fermented bean curd and other products as a result of
the diversified demand from existing customers and further development
of sales channels, we believe that a rich and diversified condiment product
portfolio will be more beneficial to the business development of the Group
in the coming years. We uphold a natural, healthy and nutrition-oriented
approach and develop low fat, low sugar, low salt, organic, additive-free
and other healthy products. Meanwhile, we are planning to further develop
the horizontal, customised products and vertical condiment industry chain,
and make Lao Heng He a diversified condiment manufacturer with cooking
wine as the leading product.
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CHAIRMAN’S STATEMENT
ESVi 208

Our profitability mainly depends on product pricing, cost of sales, marketing
strategies and product structure and composition, as well as factors
during the reform of the Group. We actively monitor any potential risks that
may affect our financial results and strive to mitigate the increase in costs
and expenses with more efficient operations, higher profit margin, better
product portfolio, and sales channel penetration. However, the Group also
faces certain risks in the course of its business development, including: (1)
the risk of substantial increase in production costs, such as increase in the
prices of agricultural and sideline products, packaging costs and labour
costs; (2) changes in consumer education, awareness and habits in the
consumption of cooking wine products, as well as the competition between
multiple sales channels, which have a negative impact on our sales; (3)
significant increase in market expansion costs and sales expenses beyond
the Group’s expectations; (4) the possibility that our new products may
fail to gain market acceptance in the short term; (5) increased complexity
in the management of sales policies and credit terms due to challenging
business environment, intensifying involution and cost pressure faced by
the distributors; and (6) the impact of uncertainty in the new international
economic environment.

APPRECIATION

| ' would like to take this opportunity to express my sincere gratitude to our
Shareholders, Board members, management team and all our employees,
as well as our business partners and customers for their continuous support
and contribution to the Group.

Huang Dachun
Chairman of the Board

30 March 2026
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CORPORATE INFORMATION
Nl

BOARD OF DIRECTORS

Executive Directors

Mr. Huang Dachun (Chairman) (appointed on 3 June 2025)

Mr. Li Qinghua (Chief Executive Officer) (appointed on 6 November 2025)

Mr. Zhu Bing (appointed on 3 June 2025 and resigned on
5 November 2025)
Mr. Chen Wei (resigned on 3 June 2025)

Non-executive Director

Ms. Wang Yanping

Independent Non-executive Directors

Mr. Shen Zhenchang
Mr. Ng Wing Fai
Mr. Sun Jiong

COMPANY SECRETARY

Mr. Au Wai Keung

AUTHORISED REPRESENTATIVES

Mr. Huang Dachun (appointed on 3 June 2025)
Mr. Au Wai Keung
Mr. Chen Wei (resigned on 3 June 2025)

AUDIT COMMITTEE

Mr. Ng Wing Fai (Chairman)
Mr. Sun Jiong
Mr. Shen Zhenchang

REMUNERATION COMMITTEE

Mr. Shen Zhenchang (Chairman)
Mr. Ng Wing Fai
Mr. Sun Jiong
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CORPORATE INFORMATION

AGIEgE

NOMINATION COMMITTEE

Mr. Sun Jiong (Chairman)

Mr. Ng Wing Fai

Mr. Shen Zhenchang

Ms. Wang Yanping (appointed on 27 May 2025)

AUDITORS

Grant Thornton Hong Kong Limited
Certified Public Accountants

11th Floor, Lee Garden Two

28 Yun Ping Road

Causeway Bay

Hong Kong

REGISTERED OFFICE

Cricket Square

Hutchins Drive

P.O. Box 2681

Grand Cayman KY1-1111
Cayman Islands

HEADQUARTERS AND PRINCIPAL
PLACE OF BUSINESS IN THE PRC

Balidian Town

Food and Industrial Park
Wuxing District, Huzhou City
Zhejiang 313000, PRC

PRINCIPAL PLACE OF BUSINESS IN
HONG KONG

Room A5, 7/F

China United Plaza

1008 Tai Nan West Street
Kowloon, Hong Kong
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CORPORATE INFORMATION

PRINCIPAL BANKERS

Industrial and Commercial Bank of China Limited
Zhili Branch

No. 583, 587, 589 Zhenbei Road

Zhili Town

Huzhou City, Zhejiang Province

PRC

Bank of China Limited

Huzhou Branch

No. 208, Renmin Road
Huzhou City, Zhejiang Province
PRC

Agricultural Bank of China Limited
Huzhou Branch

No. 88, Renmin Road

Huzhou City, Zhejiang Province
PRC

LEGAL ADVISER AS TO HONG KONG
LAW

DeHeng Law Offices (Hong Kong) LLP
28/F, Henley Building

5 Queen’s Road Central

Central, Hong Kong

PRINCIPAL SHARE REGISTRAR AND
TRANSFER OFFICE

Conyers Trust Company (Cayman) Limited
Cricket Square, Hutchins Drive

P.O. Box 2681

Grand Cayman KY1-1111

Cayman lIslands

HONG KONG SHARE REGISTRAR

Computershare Hong Kong Investor Services Limited
Shops 1712-1716

17/F, Hopewell Centre

183 Queen’s Road East

Wanchai

Hong Kong

STOCK CODE

Stock code: 2226

WEBSITE

http://www.hzlachenghe.com
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PROFILE OF DIRECTORS AND
SENIOR MANAGEMENT

HBELRAEE NGB

Below are brief profiles of the directors (“Directors”, each a “Director”)
and senior management of the Group.

EEENHT

UTRAKEESE((EE]  SR[EED KSR

Date of appointment

Name Age Current Position as Director
HE Fie REBNX BEERESHEH
Executive Directors
HITES
Huang Dachun 45 Chairman of the Board (the “Chairman”) and 3 June 2025
HEAE executive Director —E-_AFXA=A
EFgrR((EEDFNTES
Li Qinghua 40 Executive Director and chief executive office 5 November 2025
FRE of the Company (the “Chief Executive —E-RF+—AAH
Officer”)
HITEERARREFEHTE ((BFEEITE]D
Non-executive Director
FHITES
Wang Yanping 39 Non-executive Director 16 December 2024
F #h5% EHMITES ZEME+ZA+RE
Independent non-executive Directors
BIUFHTES
Shen Zhenchang 80 Independent non-executive Director 17 December 2013
AR E B IEITE SR —E—=F+"A++H
Ng Wing Fai 68 Independent non-executive Director 29 June 2017
REE B IEITE SR —E—tFRNAZTAIA
Sun Jiong 86 Independent non-executive Director 29 June 2017
7iE B IEITE SR —E—tFRNAZ TR
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PROFILE OF DIRECTORS AND
SENIOR MANAGEMENT

HBENE

EXECUTIVE DIRECTORS

Mr. Huang Dachun (Z X&), aged 45, is the Chairman and the executive
Director. He is primarily responsible for our Group’s overall strategic
planning, recipes use and control, distribution network expansion and
overall business operations.

Mr. Huang has been the secretary of the Party committee and the chairman
of the board of directors of Huzhou Wuxing Guokong Investment Operation
Development Group Co., Ltd.* (#/I R EEIE1E & 2B B REBGRAR))
(“‘Huzhou Wuxing Guokong”), the controlling shareholder of the Company,
since April 2025. Between February 2023 and April 2025, Mr. Huang was
the deputy secretary of the Party committee and mayor of Donglin Town in
Wuxing District, Huzhou City. From June 2021 to February 2023, he was
the deputy secretary of the Party committee in Zhili Town, Wuxing District.
From January 2019 to June 2021, he served as the deputy director of the
People’s Government Office in Wuxing District. From September 2016
to January 2019, Mr. Huang was the deputy director of the development
and economic reform commission in Wuxing District, Huzhou City. From
December 2015 to September 2016, he served as the deputy head of the
first discipline inspection group in Wuxing District. From November 2007 to
December 2015, Mr. Huang held a series of roles in Daochang Township,
Wuxing District, starting as a staff member in the urban construction office
and successively serving as deputy director of the industrial office, director
of the merchant affairs office, and a member of the Party committee.

Mr. Huang obtained a bachelor’s degree in marine internal combustion
power and electromechanical management engineering from Naval
University of Engineering (/8 & T2 X2 in June 20083.

Mr. Li Qinghua (Z=/5 %), aged 40, is the executive Director and the Chief
Executive Officer. He is primarily responsible for overseeing day-to-day
management and operation and the implementation of our Group’s
strategies. Mr. Li has been serving as the deputy secretary of the Party
committee and deputy general manager of Huzhou Wuxing Guokong since
September 2025. Between February 2024 and September 2025, Mr. Li
was the deputy secretary of the Party committee and Level-Il Principal Staff
Member of Daixi Town, Wuxing District. From June 2021 to February 2024,
he was a member of the Party committee and deputy town mayor of Miaoxi
Town, Wuxing District. From October 2019 to June 2021, he served as a
member of the Party Working Committee and full-time deputy director of
the Management Committee of Xisai Mountain Tourism Resort, Wuxing
District.
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PROFILE OF DIRECTORS AND
SENIOR MANAGEMENT

HBELRAEE NGB

Mr. Li has received multiple honors for his outstanding work. In July 2016,
he was awarded the title of Outstanding Individual by the Zhejiang Provincial
Committee in recognition of his contributions to the tenth anniversary of
the “Rule of Law in Zhejiang” initiative (JESAHTTIZR T AF LEM@A). In
December 2019, he was again recognised as an Outstanding Individual in
the “Strive Forward in the New Era, Take the Lead with Courage” campaign
(BEEFER BEEHEEESLEEA) by the CPC Wuxing District
Committee and the People’s Government of Wuxing District.

Mr. Li obtained his bachelor’'s degree in management from Hunan
University of Technology and Business (i E T & A £) (formerly known
as Hunan University of Commerce (74 & & £ F%)), majoring in Business
Administration, in June 2008.

NON-EXECUTIVE DIRECTOR

Ms. Wang Yanping (E & ), aged 39, is our non-executive Director.
Ms. Wang is also a member of the nomination committee of the Company
(the “Nomination Committee”). Ms. Wang has a robust background in
legal and risk control. She spent four years working in a law firm before
joining Huzhou Wuxing Nantaihu Construction Investment Co., Ltd.* (¢
M| R B 7 K8 32 2R 3% B A IR A &), where she served as the manager of
legal compliance department from January 2014 to June 2018. She then
has been successively serving as deputy manager and the manager of the
risk control, legal and audit department of Huzhou Wuxing City Investment
Development Group Limited* (/M R B MK EZEREBHR A F))
(“Wuxing City Investment”), the controlling shareholder of the Company,
since June 2018. Ms. Wang also serves as a supervisor of Wuxing City
Investment. Ms. Wang obtained her bachelor’s degree in law from Zhejiang
University of Technology (41T T2 K £) in June 2009. She is a holder of
lawyer’s certificate issued by Zhejiang Provincial Department of Justice* (34

L& BDERR).

14 Honworld Group Limited Annual Report 2025

FEEAAGETEMRBESIAKRE - THRAR
TR ARFLEABNIEZEERTERMIIE
BTAFEERAIRR  AREZEMELHER -
RZZB-NF+ZA BEAERERE  RBEN
AR EBENRR BEHFEE EELEBA -

FRER-_ZBEBNFRAREFHEIEAS (AIHE
R TR ERe T8 -

FHUTES

ITWHFRL 95K RIFATEFE - FTXLNR

$ AREZEE((REZEE)KE-TE
RERRRABEZTES REE o RE—HRZM
%f’zﬁﬁIf’Eﬂi g _—_T—NE-—HE_ZF

—NFERNAMAAMREEOREZRREETRA
A ERUETSERILIE WA T /\FRNAR
RMMREBTREZFREEERAAF ([RER
Bl ARBERRR) ERETRE ﬂ“"%?r%ﬁ
MEIKIEREIR - TR T MEERERKRES - £
REIRZZBZNFANAEMIIEAZREERE
BL8M - RFAERMIERZRE LR T
(=Fa



PROFILE OF DIRECTORS AND
SENIOR MANAGEMENT

HBELRAEE NG EE

INDEPENDENT NON-EXECUTIVE
DIRECTORS

Mr. Shen Zhenchang (3L #& &), aged 80, is our independent non-executive
Director. Mr. Shen is also the chairman of the remuneration committee
of the Company (the “Remuneration Committee”), and a member of
the Nomination Committee, and a member of the audit committee of the
Company (the “Audit Committee”). Mr. Shen has more than 40 years of
experience in the rice wine industry. From 1971 to 2006, Mr. Shen worked
with China Shaoxing Rice Wine Group (F B4 B = B EE F R A 7))
(previously known as Shaoxing City Rice Wine Corporation (43 & i & jf
#8 2 7])). Before his retirement from China Shaoxing Rice Wine Group in
2006, Mr. Shen was the director of its office and general affairs department.

Mr. Shen is a member of China Brewing Industry Association (rice wine
branch) (/R B BB T % % 2 = B % &), where he has been the deputy
council director and secretary general since 2000.

Additionally, Mr. Shen served as a member of National Wine Brewing
Standard Technology Committee (£ B EEBZE(KITEZE <€), a
judge at the reviewing committee of China Alcoholic Drinks Association
Science Technology Award (% B B 3£ 15 & £} 2 3347 8%), and the deputy
director of the editorial board of China Rice Wine magazine (7 B & & )).
He is currently working as a senior consultant of China Alcoholic Drinks
Association (rice wine branch) (F BB X HE =B 0 2).

Mr. Ng Wing Fai (R 8 #&), aged 68, is our independent non-executive
Director. Mr. Ng is also the chairman of the Audit Committee, a member of
the Remuneration Committee and a member of the Nomination Committee.
Mr. Ng has over 20 years of experience in audit, taxation and consultancy
in government and non-government institutes. Mr. Ng holds a bachelor’s
of arts degree in accountancy and a master’s degree of arts in international
accounting from City University of Hong Kong. He also holds a bachelor’'s
degree with Honour in UK and Hong Kong law from The Manchester
Metropolitan University. He is a fellow member of the Hong Kong Institute of
Certified Public Accountants, a felow member of the Institute of Chartered
Accountants in England and Wales, a past president of the Society of
Chinese Accountants & Auditors (2011), and a member of the Hong Kong
Securities Institute. Mr. Ng served as an independent non-executive director
of China Automation Group Limited (a company formerly listed on the Stock
Exchange (former stock code: 569)), from June 2007 to October 2019; and
an independent non-executive director of Evergreen International Holdings
Limited (a company formerly listed on the Stock Exchange (former stock
code: 238)), from June 2016 to September 2020.
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PROFILE OF DIRECTORS AND
SENIOR MANAGEMENT

HBELRAEE NGB

Mr. Sun Jiong (% %8), aged 86, is our independent non-executive Director.
Mr. Sun is also the chairman of the Nomination Committee, a member of the
Remuneration Committee and a member of the Audit Committee. Mr. Sun
is a senior postgraduate engineer. Mr. Sun graduated from fermentation
engineering profession of Wuxi Institute of Light Industry (5 &% T % &3
in 1963. Mr. Sun served as an engineer and the topic responsible officer
(FEEE A) of the Food Fermentation Institute of the Department of Light
Industry of the PRC (4 BI#E T 2 & fn 2 B FT) from 1963 to 1979, and
a senior engineer and officer of the Environmental Protection Research
Institute of the Department of Light Industry of the PRC (H° BI&¢ T 2 2355
(RFERFFTFT) from 1979 to 1988. Mr. Sun also served as the deputy general
manager of the Food Engineering Technological Development Company (&
Bl T 2 E TR % 42 A F)) from 1988 to 1991 and the deputy general
manager and senior postgraduate engineer of China National Food Industry
(Group) Corporation (F H & fm L % (£ ) 2 7)) from 1991 to 1997.
He has also served as the head of institute, professor and tutor of PhD
students of the Food Fermentation Industry Research Institute (FF B & 4
25T T2 HT95 Pt ) from 1997 to 2002. Mr. Sun has been the instructor of
PhD students of Jiangnan University since December 2001 and has also
acts as part-time professor of various universities including Zhongshan
University, Shandong University, South China University of Technology,
Tianjin University of Science and Technology and Shanghai University. Mr.
Sun has been a senior consultant of the Chinese Institute of Food Science
and Technology (F Bl R MBI 2 H T2 &) and a food safety expert of the
State Food and Drug Administration since 2002.

Save as otherwise disclosed above, there has been no change in the
Directors’ information since the date of the 2025 interim report of the
Company which is required to be disclosed pursuant to Rule 13.51B(1) of
the Listing Rules.

SENIOR MANAGEMENT
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Name Age Year joined Current Position

HE Fie MWMAFH RAERAL

Huang Dachun 45 2025 Chairman and executive Director

BAE TR TRFENTES

Li Qinghua 40 2025 Executive Director and Chief Executive Officer
FEHE =R HITEEREREANTE

Wang Chao 49 2006 Head of the sales and marketing

FiE ZETREF HERMSHEEEE

Wan Peiyao 515 2005 Director of production

Bl ZETRF EERBEE

16 Honworld Group Limited Annual Report 2025



PROFILE OF DIRECTORS AND
SENIOR MANAGEMENT

HBENE

Mr. Huang Dachun (& X %), aged 45, is the Chairman and the executive
Director. His biographical details are set out above under the section
headed “Profile of Directors and Senior Management — Executive
Directors” to this annual report.

Mr. Li Qinghua (Z/5%), aged 40, is the executive Director and the Chief
Executive Officer. His biographical details are set out above under the
section headed “Profile of Directors and Senior Management — Executive
Directors” to this annual report.

Mr. Wang Chao (Ei#), aged 49, is our head of the sales and marketing,
and was the executive Director from December 2013 to June 2022. He has
over 16 years of experience in the condiment industry. Mr. Wang joined
Huzhou Lao Heng He Brewing Factory (34 /1| 2 18 F1 & #& %) (currently
Huzhou Lao Heng He Brewery Co., Ltd. (‘Huzhou Lao Heng He”) in 1998
where he worked in various departments, including business operation
department and finance department. Since 2006, Mr. Wang worked in
management positions in Huzhou Lao Heng He’s customer service centre
and sales and marketing department. Mr. Wang graduated from Zhejiang
Electronic Polytechnic School (34 /T & & F T 2% 24%), a technical middle
school in 1998.

Mr. Wan Peiyao (E1Z#), aged 55, is our director of production
department. He is primarily responsible for the Group’s production
management. He has over 15 years of experience in the condiment and
cooking wine industry. Mr. Wan joined our Group in 2005, and has worked
in various departments including workshop operation department, cooking
wine production department and plant operation department. Prior to
joining our Group, Mr. Wan was the plant manager and executive assistant
to the general manager of Huzhou Ganchang Wine Company (#1152 &
JBZEAR AT from 2000 to 2005. Mr. Wan passed the test for first-class
sommelier of PRC (B1Z — 4% fa B &M) in December 2012.

Mr. Wan graduated from Zhejiang University of Technology (#7/T T 3 X £2)
with a bachelor’s degree in industrial engineering (biochemistry) in 1995.
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MANAGEMENT DISCUSSION
AND ANALYSIS
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BUSINESS REVIEW E )L

For details of our business review, please refer to the section on “Chairman’s AR FEKEBEZF B F2HAFERFEL4ES
Statement” on pages 4 to 8 to this annual report. BWEEmE|—F -

FINANCIAL REVIEW B ¥5 O R

Overview BE

The key financial indicators of the Group are as follows: REBFZERBEEZNAT ¢

Year ended 31 December

BE+-A=1t—HILEE Year-on-year
2025 2024 Change
“EC-RF —E REEY
RMB’000 RMB’000 %
AR®T R AR T T %
Income statement items Wz RIER
Revenue A 271,702 275,077 1.2)
Gross profit EH 74,086 73,066 1.4
Loss attributable to ordinary equity AARIEBEDFEA
holders of the Company EIEEE (513,939) (516,564) (0.5)
Loss before interest, taxes, BRAE - BIE - ER
depreciation and amortisation BiHR AR
(“‘LBITDA”) (285,558) (286,426) 0.3)
Loss per share (RMB) (note a) SR EE(ARET) (WiEa)
— basic and diluted — B (0.89) (0.89) 0.0
Selected financial ratios B 3% B 75 b R
Gross profit margin (%) E F 2 (%) 27.3 26.6 2.6
Net loss margin attributable to ordinary 7K A &) & @iEzE 1A A B
equity holders of the Company (%) TF BB ER (%) (189.2) (187.8) 0.7
LBITDA margin (%) BRAR - HIE - TER
B AT 1R (%) (105.1) (104.1) 1.0
Return on equity holders’ equity (%) # #5548 AME = 23R (%) (15.3) (18.1) (15.5)
Gearing ratio (note b) (%) ERBELE (MEEb) (%) 468.5 393.5 19.1
Notes: e -
(@)  Please refer to note 15 to the consolidated financial statements of this report  (a) BEESREBENFTE % S2HABRENEE
for the calculation of loss per share. ISR FE15 ©
()  The gearing ratio is based on net debt divided by total deficit plus net debt (b)) R-ZT-_HE+_-_A=+—B ' EREBEL XK
as at 31 December 2025. Net debt includes total debt net of cash and cash FEHRAEAMBENEERTE - FEBEE
equivalents. Total debt includes trade payables, other payables and accruals, BEEREASRRAECEEY LESBEEME
amounts due to related companies, amount due to immediate holding S At ENFIEREIER « ERER AR
company, interest-bearing bank and other borrowings and provision for long HIE - ENEEERARNIE st RRITREAMmE
service payment. FA R R EARRTS @ H e o
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MANAGEMENT DISCUSSION

Revenue

The revenue of the Group decreased by 1.2% from RMB275.1 million in
2024 to RMB271.7 million in 2025. The decrease in revenue of the Group
was primarily attributable to the weak consumer environment, as well as
the adjustments made by certain key clients based on their own business
plans, which led to changes in their cooperation with the Group, resulting in
a corresponding decline in the Group’s revenue.

Revenue from cooking wine products increased by 0.6% from RMB187.0
million in 2024 to RMB188.2 million in 2025, primarily due to the combined
effect of continuous launch of new products and optimisation of structure of
old products to better satisfy consumers’ need for diversification as well as
the increase in promotional efforts of online products.

While introducing new products to the market, we also continued to adjust
our product portfolio of soy sauce, rice vinegar and other products by
reducing the production volume of low-performing products during this
period. As a result, the revenue from soy sauce, rice vinegar and other
products decreased by 5.3% from RMB88.2 million in 2024 to RMB83.5
million in 2025.

Cost of Sales

The Group’s cost of sales, including raw materials, manufacturing overhead
and salaries and benefits, decreased by 2.2% from RMB202.0 million in
2024 to RMB197.6 million in 2025, primarily attributable to the increase in
the proportion of sales of mid-to-high-end products with relatively higher
gross margins.

Gross Profit and Gross Profit Margin

The Group’s gross profit increased by 1.4% from RMB73.1 million in 2024
to RMB74.1 million in 2025, and the gross profit margin increased from
26.6% in 2024 to 27.3% in 2025, which was primarily attributable to the
Group’s efforts to continue to optimise its product mix in 2025 to respond
to changes in consumer behavior and a competitive market brought by
price involution and significant pressure, resulting in a higher proportion
of sales of mid-to-high-end products with relatively higher gross profit
margins. Through stringent cost control, the Group further enhanced the
profitability of its high-margin products.
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MANAGEMENT DISCUSSION
AND ANALYSIS

o P i i B 0 A

Other Income and Gains

Other income and gains decreased by 90.9% from RMB29.8 million in
2024 to RMB2.7 million in 2025. Other income and gains primarily include
government subsidies received and interest income. The decrease in other
income and gains for the period was primarily due to the reduction in the
reversal of provision for loss and government subsidies received.

Selling and Distribution Expenses

Selling and distribution expenses primarily consist of advertising expenses,
marketing expenses, traveling expenses, and remuneration for our sales
employees. The Group’s selling and distribution expenses decreased
by 5.4% from RMB86.9 million in 2024 to RMB82.2 million in 2025. The
Group’s selling and distribution expenses as a percentage of the Group’s
revenue decreased from 31.6% in 2024 to 30.3% in 2025, primarily due
to the combined impact of the Group’s implementation of cost-saving and
efficiency-enhancing strategies, including the reduction of unnecessary
expenses.

Administrative Expenses

Administrative expenses decreased by 30.7% from RMB41.0 million in
2024 to RMB28.4 million in 2025, mainly due to the combination of factors,
including the Group’s implementation of cost-cutting and efficiency-
enhancing strategies and the reduction of unnecessary expenses.

Finance Costs

Finance costs remained relatively stable with RMB199.8 million in 2025 as
compared to RMB199.9 million in 2024.

Loss before Income Tax

As a result of the foregoing, the loss before income tax decreased by 0.5%
from RMB516.6 million in 2024 to RMB513.9 million in 2025.

Income Tax Expense

The corporate income tax of the Group in respect of its operations in
Mainland China has been provided at the rate of 15%—-25% (corresponding
period of 2024: 15%-25%) on the taxable profits, in accordance with the
existing legislation, interpretations and practices.

Income tax expense was nil in 2024 and 2025, mainly due to loss arising
from the business.
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MANAGEMENT DISCUSSION

Loss Attributable to Ordinary Equity Holders of the
Company

Loss attributable to ordinary equity holders of the Company decreased by
0.5% from RMB516.6 million in 2024 to RMB513.9 million in 2025, primarily
due to the decrease in loss attributable to ordinary equity holders of the
Company.

Loss per Share Attributable to Ordinary Equity
Holders of the Company

Basic loss per share remained at RMBO0.89 in 2024 and 2025.

Net Loss Margin

Net loss margin increased by 0.7% from 187.8% in 2024 to 189.2%
in 2025, which was primarily attributable to the combined effect of the
aforesaid items.

FINANCIAL AND LIQUIDITY POSITION

Prepayments, Deposits and Other Receivables

Details of the Group’s prepayments, deposits and other receivables as at
31 December 2025 and 2024 are as follows:
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Trade Receivables

Trade receivables increased from RMB25.2 million as at 31 December
2024 to RMB28.7 million as at 31 December 2025 and the turnover days
of trade receivables rose from 33 days in 2024 to 36 days in 2025, which
was mainly due to the aforementioned changes in the market consumption
environment and sales channels, which have led to increased cash flow
pressures for some customers and a slowdown in payment schedules,
resulting in a corresponding increase in the Group’s turnover days of trade
receivables. Details of the ageing analysis of trade receivables are set out in
note 20 to the consolidated financial statements in this report.

In 2025, we classified our distributors into two categories, namely core
distributors and non-core distributors, based on their scale, channels,
capability and cooperativeness, local influence and other factors.
We concentrated our resources on terminal construction and market
development, ensuring orderly development and rational allocation, with an
aim of cultivating all of them into our core distributors.

Inventories

As at 31 December 2025, the carrying amount of the Group’s inventories
amounted to RMB568.6 million (31 December 2024: RMB586.1 million), of
which RMB385.3 million (31 December 2024: RMB420.2 million) were base
wine.

Inventories decreased from RMB586.1 million as at 31 December 2024 to
RMB568.6 million as at 31 December 2025, primarily due to the combined
effect of the increase in the use of work in progress and sales of finished
goods resulting from the significant increase in sales of mid-to-high-end
products and provision of impairment loss for certain inventories during the
period. A substantial part of our inventories are work in progress, mainly
representing base wine, base soy sauce, semi-finished soybean paste
and base vinegar in the brewing period. Due to the long production cycle
and short sales cycle, we reserve certain amount of well-aged base wine
produced through different processes to cope with the sales growth in the
future.

We regularly monitor the inventory level maintained by our distributors. Our
sales representatives maintain frequent telephone or email communications
with our distributors to inquire about their monthly inventory reports, and
pay regular visits to their warehouses. Our sales representatives conduct
statistics on the inventory of distributors at least once a month, which is
reported to the Company weekly, and pay regular visits to the warehouses
of distributors to ensure that they keep optimal stock level and our
products are sold to end sellers within the shelf life. We generally expect
our distributors to maintain sufficient stock for 30 to 60 days of supply. In
the event a distributor maintains stocks of more than 45 days of supply,
the relevant sales representatives will assist such distributor in marketing
and promotional activities and suggest orders with a smaller amount to be
placed for the subsequent periods to minimise excess inventory.
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MANAGEMENT DISCUSSION

As at 31 December 2025, our inventories with a carrying amount of
RMB409.9 million (31 December 2024: RMB442.1 million) were pledged to
secure other borrowings granted to the Group.

Borrowings

As at 31 December 2025, the Group’s total borrowings amounted to
RMB3,793.1 million (31 December 2024: RMB3,311.3 million). The
Group’s principal sources of liquidity include cash generated from business
operations and bank and other borrowings. The cash from these sources
was primarily used for the Group’s working capital and the expansion of
production capacity. Currently, the Group does not employ any financial
instruments to hedge against the interest rate exposure.

Exchange Risk

The Group conducted its business primarily in China with the majority of
its revenue and expenditures denominated in Renminbi. The Group does
not have a foreign currency hedging policy. However, the management
will monitor the situation and will consider hedging any significant foreign
currency exposure should the need arise.

Liquidity and Financial Resources

As at 31 December 2025, the Group had cash and cash equivalents of
RMB22.9 million (31 December 2024: RMB6.3 million). As at 31 December
2025, we had interest-bearing bank and other borrowings of an aggregate
amount of RMB3,793.1 million (31 December 2024: RMB3,311.3 million),
which were denominated in RMB with interest rates from 3.50% to 15.32%
per annum.

Our principal sources of liquidity include cash generated from business
operation and bank and other borrowings. We used cash from such
sources for working capital, production facility expansions, other capital
expenditures and debt repayment. We expect these uses will continue to
be our principal uses of cash in the future, and that our cash flow will be
sufficient to fund our ongoing business requirements. Meanwhile, we have
decided to further broaden our financing channel to improve our capital
structure.
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Gearing Ratio

The gearing ratio of the Group increased from 393.5% as at 31 December
2024 to 468.5% as at 31 December 2025.

The gearing ratio is based on net debt divided by total deficit plus net debt
as at 31 December 2025. Net debt includes total debt net of cash and
cash equivalents. Total debt includes trade payables, other payables and
accruals, amounts due to related companies, amount due to immediate
holding company, interest-bearing bank and other borrowings and provision
for long service payment.

Capital Commitments

Capital commitments as at 31 December 2025 amounted to RMB4.6
million (31 December 2024: RMB6.2 million), mainly due to payment of part
of the cost of equipment and construction in progress.

Contingent Liabilities

As at 31 December 2025, the Group did not have any material contingent
liability.

Pledge of Assets

As at 31 December 2025, our inventories with a carrying amount of
RMB409.9 million, property, plant and equipment with a carrying amount
of RMB151.2 million and right-of-use assets with a carrying amount of
RMB44.4 million were pledged to secure general financing granted to us.

Except as disclosed in this report, the Group did not enter into any off-
balance sheet guarantees or other commitments to guarantee the payment
obligations of any third party. The Group does not have any interest in any
unconsolidated entity to which the Group provides financing, liquid capital,
market risk or credit support or for which the Group engages in leasing or
hedging or research and development or other services.

MATERIAL ACQUISITION AND DISPOSAL

The Company had no material acquisition and disposal as at 31 December
2025.

SIGNIFICANT INVESTMENTS HELD

Our Group did not hold any significant investments during the year ended
31 December 2025.
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MANAGEMENT DISCUSSION

FUTURE PROSPECTS

Looking forward to 2026, China will continue to focus on stabilising
employment, enterprises, the market and expectations, promoting effective
qualitative improvement and reasonable quantitative growth in the economy,
maintaining social harmony and stability, as well as ensuring a good start
to the 15th Five-Year Plan. The government will continue to prioritise
“expanding domestic demand with a focus on boosting consumption”,
clearly shifting the focus of economic policies towards improving livelihood
and promoting consumption. Adhering to the domestic demand-led
approach, the government proposes to strengthen the domestic market,
further implement special initiatives to boost consumption, formulate and
implement plans to increase the incomes of urban and rural residents, and
expand the supply of high-quality goods and services.

The entire condiment industry has entered an era of mass-market
product reduction amidst competition for existing market share and
value upgrading. This has led to channel fragmentation and consumption
downgrade, resulting in a poor user experience for all “mass-market”
products and channels. The rise of “discount business model” with high
cost-performance ratio both online and offline has disrupted the existing
division of labour and profit-sharing arrangements, leaving members across
the entire supply chain feeling increasing difficulty generally. The cooking
wine segment is emerging as a key driver of structural growth. Given the
current market landscape for cooking wine, characterised by a proliferation
of regional brands and the absence of a clear national leader, the key
direction of evolution for the food industry from the 14th Five-Year Plan
to the 15th Five-Year Plan will be a shift from “meeting value-for-money
demands” to “creating diverse consumption landscape”, and from “focusing
on price” to “targeting value”. As the market conditions change, consumer
purchasing habits shift, and consumers pay more attention to health, safety
and nutrition, the condiment industry will emphasise product innovation
and upgrades. Nutrition, health, safety, deliciousness and convenience will
become the main themes of industry innovation and development, driving
the industry towards intelligent, environmental friendly, and scenario-based
advancements.
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The Group adheres to a consumer-oriented approach and maintains
unwavering quality, delivering the operating philosophy of “perseverance
combined with good-naturedness and creditworthiness (18 A 35 2 ~ 1
£ & 7X)” to consumers through products to resonate with them. With
the popularisation of healthy eating concepts, consumers are increasingly
focused on the nutritional content and health attributes of condiments. We
uphold a natural, healthy and nutrition-oriented approach and develop low
fat, low sugar, low salt, organic, additive-free and other healthy products,
leveraging our own strengths to continuously innovate, meet consumers’
personalised, diversified, health-conscious, convenient, and scenario-
based needs, and deliver a visually appealing, high-quality, safe, nutritious
and delicious experience to our consumers. We actively promote the
integration of food technology and production practices. We are committed
to becoming an ambassador for the cooking wine industry and a trusted
advisor on seasoning for consumers.

In response to the increasingly stringent food safety regulatory environment
and environmental protection policy requirements, the Group, as a leader
in the realm of base wine manufacturing, has demonstrated remarkable
competitiveness in terms of technological advantages, market influence and
risk resilience. Riding on its brand recognition, modernised and upgraded
traditional craftsmanship, a well-developed and mature quality control
system and an efficient product research and development system, the
“Lao Heng He” brand cooking wine products are poised to achieve broader
room of development and value growth.

In addition to consolidating its leading position in the mid-to-high-end
cooking wine and cereal-based brewed cooking wine markets, the Group
maintains a diversified product structure strategy by expanding the breadth
of its product lines laterally and deepening its product mix vertically to
address market demand proactively and deliver a variety of green, healthy
and palatable condiments. We will continue to innovate and upgrade
alongside dimensions ranging from bacterial strain research, smart and
digital brewing, online quality control and spice craft process improvement,
with a view to driving the enterprise’s sustainable development through
technological innovation, solidifying and strengthening the leading position
of “Lao Heng He” in the cooking wine market, fulfilling its promise of being
the “most trusted partner” and delivering safe, healthy and delectable
cooking wine product experience to consumers. In the face of fierce market
competition, we will differentiate ourselves with our distinguished high-
quality products, strive to achieve outstanding business performance, gain
deep trust from consumers, and ultimately achieve sustainable development
and value growth of the enterprise.

Therefore, we firmly believe that “Lao Heng He” products will maintain
growth momentum in China’s market.
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MANAGEMENT DISCUSSION

GOALS AND STRATEGIES

Looking forward to 2026, as the concluding year of “14th Five-Year” in
China, the economic growth target is expected to reach around 5%. The
Chinese economy continues to operate steadily with progress, achieving
new results in high-quality development. Key economic indicators remain
strong. New quality productive forces are developing actively, while
reform and opening-up is deepening. Risks in key areas have been
effectively mitigated, and safeguards for people’s livelihoods have been
further strengthened, demonstrating robust vitality and resilience. We wiill
focus on stabilising employment, enterprises, markets, and expectations,
consolidating the domestic economic cycle, optimising the external
economic cycle, and promoting the dual economic cycle. We will enhance
efforts to stabilise investment and boost consumption, expand investment,
strengthen the full-cycle management of government investment projects,
and stimulate private investment. We will drive the development of the “two
priorities” with high standards, implement policies for the “two new sectors”
in a way that enhances quality and efficiency, and stimulate market vitality to
boost consumption. In the new economic landscape, our market strategy
remains consumer-centric, focusing on developing high-quality, affordable
products with high cost-effectiveness that address diverse consumer
needs. We will allocate resources to create products suitable for various
sales channels, striving to enhance customer loyalty. Our commitment is
to provide consumers with better quality, safer, faster, healthier, and more
nutritious naturally brewed condiments.

The Group’s annual meeting focused solely on the “Gathering Momentum
for a Brighter Future and Winning New Battles” conference initiated by
Huzhou Wuxing City Investment Development Group Co., Ltd. (3 /1| = &1
K EEREEAFR A A in 2026. It highlighted that 2026 marks the
start of the 15th Five-Year Plan, a year brimming with opportunities and a
pivotal year for transformation. The entire Group must fully integrate into the
region’s “169” high-quality development framework, vigorously advance
the Group’s “158” high-quality development work system, and adhere to
the guiding principle of “mitigation of the debt risks and transformation”.
Adopting a determined mindset of “sprinting from the outset”, striving for
the lead from the start, and exerting efforts across the board throughout
the year, we aim to put our best efforts to successfully navigate the first
stage of the 15th Five-Year Plan for ensuring a “strong start” and securing
“success for the whole year”. The Group will exert significant effort in quality
customer development, enhancing the customised model, establishing
a robust quality control system, and increasing investment in research
and development, introducing new technologies and techniques to
enhance product and service quality, establishing long-term cooperative
relationships with suppliers, optimising the procurement processes,
reducing procurement costs, and strictly controlling various expenses.
The objectives are to raise revenue, cut costs, increase efficiency, and
achieve business goals swiftly and steadily, ultimately striving for higher
operating performance. This approach will lay a solid foundation for the
future development of the Group’s business. Despite market challenges,
the Group remains optimistic about the future. The Group will also focus on
developing other condiment areas to further promote business growth.
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Our business objective for 2026 is to enhance our market position in the
condiment industry by expanding diversified sales channels and conducting
sales of portfolio products by leveraging our leading position in the cooking
industry and the brand influence of our century-old Chinese brand. On the
one hand, we will focus on product innovation and quality enhancement. By
gaining an in-depth understanding of consumer needs and market trends,
we will develop distinctive new condiments, such as low sodium, low fat,
low sugar, low salt, organic, and other health-oriented products, as well
as condiments with natural ingredients or functional properties, to meet
the healthy eating trend. Meanwhile, we will strengthen quality control to
ensure food safety and flavor consistency, thereby establishing a positive
brand image. On the other hand, we will actively enhance marketing and
brand promotion to enhance the brand’s online visibility and interactivity by
utilising digital marketing tools such as social media and content marketing.
In addition, we will continue to cooperate with strong online platforms and
offline distributors through diversified development channels to increase the
market share of the “Lao Heng He” brand in the Chinese market.

We continue our development of new retail models and discount retail
channels while continuously stepping up our efforts in the research and
development of online products and establishing various online channels
that integrate traditional e-commerce with emerging retail platforms.
These include WeChat, Weibo, Douyin, Rednote, Bilibili, online platforms
for key account (KA) clients’ retail outlets and supermarkets, community
e-commerce platforms, and group-buying e-commerce platforms. By
using digital marketing tools such as live streaming and short videos,
we will achieve a multi-dimensional, full-coverage brand communication
effect. Additionally, we strive to strengthen the connection between social
e-commerce and communities, creating a community distribution model
guided by all employees. We will also effectively engage with young
consumer groups on social media, leverage fan economy, and build private
communities to extensively increase marketing exposure and brand visibility.

“Lao Heng He” is committed to becoming the brand of choice for
consumers.
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MANAGEMENT DISCUSSION

EMPLOYEES AND WELFARE
CONTRIBUTION

As at 31 December 2025, the Group had approximately 439 full-time
employees (31 December 2024: 509). The employees’ remuneration
packages are determined with reference to their experience and
qualifications and general market conditions. The remuneration policies,
bonus, evaluation systems and training programs for employees of our
Group were implemented continuously according to policies disclosed in
the 2024 annual report and no change has been made in 2025. The total
remuneration paid to the Group’s employees (excluding Directors’ and chief
executive’s remuneration) for the year ended 31 December 2025 amounted
to approximately RMB44.1 million (2024: approximately RMB49.5 million),
which included the Group’s contribution to the employee benefit plan for
the year 2025 of RMB6.4 million (2024: RMB7.3 million). Details of the
employee benefit expense are disclosed in note 2.19 to the consolidated
financial statements in this annual report. The following table sets forth the
Group’s full-time employees by function as at 31 December 2025:
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The Group has designed an evaluation system to assess the performance
of its employees. This system forms the basis for determination of
employees’ salaries, bonuses and promotions. We believe the salaries and
bonuses that our Group’s employees receive are competitive with market
rates. Under applicable PRC laws and regulations, our Group is subject
to social insurance contribution plans, work-related injury insurance and
maternity insurance schemes. We place a strong emphasis on providing
training to our employees in order to enhance their technical and product
knowledge as well as comprehension of industry quality standards and
work place safety standards. We also provide regular on-site and off-site
training to help our employees to improve their skills and knowledge. These
training courses range from further educational studies to basic production
process and skill training to professional development courses for its
management personnel.

CHARITABLE DONATIONS

During the year of 2025, the Group made charitable donations of
RMB15,000.
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The Company is committed to maintaining a high standard of corporate
governance practices for enhancing accountability and transparency
of the Company to its investors and Shareholders. The Board and the
management of the Company are committed to conducting the Group’s
businesses in a transparent and responsible manner, and they believe good
corporate governance provides a framework that is essential for effective
management, a healthy corporate culture, sustainable business growth and
enhancing Shareholders’ value in the long term.

(A) CORPORATE GOVERNANCE
PRACTICES

The Company has adopted the code provisions as set out in the
Corporate Governance Code (the “Governance Code”) as contained
in Appendix C1 to the Rules Governing the Listing of Securities on
the Stock Exchange of Hong Kong Limited (as amended from time
to time) (the “Listing Rules”) as its own code to govern its corporate
governance practices.

During the year ended 31 December 2025, the Company has
complied with the code provisions set out in the Governance Code,
save for the deviation set out in the section headed “D. Chairman and
Chief Executive” in this corporate governance report.

The Board will continue to review and monitor the practices of the
Company with an aim to achieve and maintain a high standard of
corporate governance practices.

(B) DIRECTORS’ AND SENIOR
MANAGEMENT’S SECURITIES
TRANSACTIONS

The Company has adopted the “Model Code for Securities
Transactions by Directors of Listed Issuer” (the “Model Code”)
set out in Appendix C3 to the Listing Rules as its code of conduct
regarding dealings in the securities of the Company by the Directors
of the Company and the Group’s senior management who, because
of his/her office or employment, is likely to possess inside information
in relation to the Group or the Company’s securities.

Upon specific enquiry, all Directors of the Company confirmed that
they have complied with the Model Code during the year ended 31
December 2025. In addition, the Company is not aware of any non-
compliance of the Model Code by the senior management of the
Group during the year ended 31 December 2025.
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Board Responsibilities

The Board is responsible for the overall management of the
Company, including establishing and overseeing the Company’s
strategic development, business plans, financial objectives, capital
investment proposals and assumes the responsibilities of corporate
governance of the Company.

The Board gave their input and considered the priorities and
initiatives, aiming at developing a sustainable plan for the Company to
generate and preserve its long-term corporate values and to achieve
its business strategies and objectives.

The Board may from time to time delegate all or any of its powers
that it may think fit to a Director or member of senior management of
the Company. The Board has formulated clear and specific rules and
policies on such delegation of power to facilitate efficient operation
of the Company and is supported by three board committees
(the “Board Committees”), namely the Audit Committee, the
Remuneration Committee and the Nomination Committee.

Directors must dedicate sufficient time and attention to the Group’s
affairs. Besides, the Company also requested all Directors to disclose
to the Company annually the number and the nature of offices held in
public companies or organisations and other significant commitments
with an indication of the time involved.

The Company has arranged appropriate insurance for all Directors in
respect of legal actions against the Directors arising out of corporate
activities.

Functions and Duties of the Board

The Board supervises the management of business and affairs of the
Company. The primary duties of the Board include:

(@ overall management of the business and strategic
development;

(b)  deciding business plans and investment plans;

(c)  monitoring the ongoing operation of the Company and
to ensure that it is managed in the best interests of the
Shareholders as a whole while taking into account the interests

of other stakeholders of the Company;

(d)  convening general meetings and reporting to the Shareholders;
and

(e)  exercising other powers, functions and duties conferred by
Shareholders in general meetings.
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The Board delegates the authority and responsibility of daily
operations, business strategies and day to day management of the
Company to the senior management.

The senior management is delegated by the Board the authority and
responsibility for the daily operations and management of the Group.
The delegated functions and work tasks are periodically reviewed.
Approval has to be obtained from the Board prior to any significant
transactions to be entered by the Company.

Board Members

During the year ended 31 December 2025 and as at the date of this
report, the Board consist of the following Directors:

Executive Directors
Mr. Huang Dachun (Chairman) (appointed on 3 June 2025)

Mr. Li Qinghua (Chief Executive Officer) (appointed on
5 November 2025)

Mr. Zhu Bing (appointed on 3 June 2025 and resigned on
5 November 2025)

Mr. Chen Wei (resigned on 3 June 2025)

Non-executive Director
Ms. Wang Yanping

Independent Non-executive Directors
Mr. Shen Zhenchang

Mr. Ng Wing Fai

Mr. Sun Jiong

There is no financial, business, family or other material or relevant
relationships among the Directors.

An updated list of the roles and functions of Directors is maintained
on the websites of the Company and the Stock Exchange, and the
Company shall keep updating whenever necessary. The details of the
Directors’ biographical information (save for those that have resigned)
are contained in the section headed “Profile of Directors and Senior
Management” of this annual report.

The Company has adopted a Board diversity policy on 25 March
2014 (the “Board Diversity Policy”). The Company recognises and
embraces the benefits of having a diverse Board to the quality of its
performance. The Board Diversity Policy aims to set out the approach
to achieve diversity on the Board. The Remuneration Committee and
the Nomination Committee will evaluate the balance and blend of
skills, experience and diversity of perspectives of the Board. Selection
of candidates will be based on a range of diversity experiences,
including but not limited to age, gender, cultural and educational
background, and merit and contribution that the selected candidates
will bring to the Board.
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The Board currently consists of five male Directors and one female
Director. Having reviewed the Board composition, the Nomination
Committee recognises the importance and benefits of the gender
diversity at the Board level and will take initiatives to ensure the
gender diversity among the Board members when selecting
and making recommendation on suitable candidates for Board
appointments.

The Company recognises the importance of gender diversity and
gender equality in the workforce (including senior management). As at
31 December 2025, the total workforce of the Company comprised
252 male and 187 female. The Company considers that gender
diversity in the workforce has been achieved in 2025.

Mr. Huang Dachun and Mr. Zhu Bing were appointed as the
Executive Directors on 3 June 2025. Mr. Zhu Bing resigned as the
Executive Director and Mr. Li Qinghua was appointed as the Director
on 5 November 2025. Each of Mr. Huang Dachun, Mr. Zhu Bing
and Mr. Li Qinghua had obtained the legal advice referred to in Rule
3.09D of the Listing Rules from a firm of solicitors qualified to advise
on Hong Kong law as regards the requirements under the Listing
Rules that are applicable to them as a director of a listed issuer and
possible consequences of making a false declaration or giving false
information to the Stock Exchange on 29 May 2025, 29 May 2025
and 28 October 2025, respectively, and they have confirmed that
they understood their obligations as the directors of a listed issuer.

Director Nomination Policy

In assessing the Board composition, the Nomination Committee
would take into account various aspects set out in the Board
Diversity Policy, including but not limited to gender, age, cultural and
educational background, professional qualifications, skills, knowledge
and industry and regional experience. The Nomination Committee
would review the implementation of the Board Diversity Policy in
achieving the objectives set for the benefits of the Company.

In identifying and selecting suitable candidates for directorships, the
Nomination Committee would consider the candidate’s character,
qualifications, experience, independence and other relevant criteria
necessary to complement the corporate strategy and achieve Board
diversity, where appropriate, before making recommendation to the
Board.
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Independence of the Board of Directors and
Independent Non-executive Directors

The Company believes that the independence of the Board is
essential to good corporate governance and the effectiveness of the
Board. The Board has established mechanisms to ensure that the
independent views and input of any Director can be communicated
to the Board to enhance the objectivity and effectiveness of decision-
making.

The Company at all times complied with the requirement of Rule 3.10A
of the Listing Rules, which requires an issuer’s board of directors
to have at least one-third of its members being independent non-
executive directors. In addition, the Company has duly complied with
Rule 3.10(1) and Rule 3.10(2) of the Listing Rules, which requires the
issuer’s board must include at least three independent non-executive
directors and at least one of the independent non-executive directors
to have appropriate professional qualifications or accounting or
related financial management expertise.

Mr. Ng Wing Fai, chairman of the Audit Committee and being one of
the independent non-executive Director, possesses over 20 years
of experience in audit, taxation and consultancy in government and
non-government institutions. Together with another two independent
non-executive Directors, Mr. Shen Zhenchang and Mr. Sun Jiong,
all of whom have wide exposure and experience in the cooking
food industry and provide the Group with diversified expertise and
experience.

The Directors are required to declare their direct or indirect
interests, if any, in proposals or transactions considered at the
Board meetings and abstain from voting, if applicable. All Directors,
including independent non-executive Directors, may obtain external
independent professional advice if deemed necessary.

The Board has a strong element of independence, providing
independent and objective oversight on strategic and performance
issues. Independent non-executive Directors have demonstrated
professional competence and commitment and have devoted
sufficient time to the perform their duties in the Board. Their views
and participation in Board and Board Committees meetings bring
independent judgment and advice on issues relating to the Group’s
strategies, performance, conflicts of interest, management process
and to ensure that the interests of all Shareholders are taken into
account. The Company has reviewed the implementation of the
mechanism relating to the independent views and input available to
the Board and considers it to be effective during the reporting period
of 2025.
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.The Company has received an annual confirmation from each
of the independent non-executive Directors on their respective
independence pursuant to Rule 3.13 of the Listing Rules and the
Board considers that each of them be independent. The Board
believes that the present structure of the Board can ensure the
independence and objectivity of the Board and provide an effective
system of checks and balance to safeguard the interests of the
Shareholders and the Company.

The Board considers that the balance between executive and non-
executive Directors is reasonable and adequate to provide sufficient
checks and balances that safeguard the interests of Shareholders
and the Group as a whole. The composition of the Board reflects
the necessary balance of skills and experience appropriate for the
requirements of the business development of the Group and for
effective leadership. The Board has separate and independent
access to the senior management and the company secretary of the
Company (the “Company Secretary”) at all times.

All Directors, including independent non-executive Directors, are
clearly identified as such in all corporate communications containing
the names of the Directors.

Appointment, Re-election and Removal of
Directors

Each of the Directors has entered into a service contract or a letter
of appointment with the Company for a specific term. The initial
term of office for each Director is a term of three years from their
respective appointment date and is subject to retirement by rotation
at an annual general meeting (the “AGM”) at least once every three
years. According to the articles of association of the Company (the
“Articles”), one-third of the Directors for the time being shall retire
from office by rotation at each AGM provided that every Director shall
be subject to retirement by rotation at least once every three years.
The retiring Directors shall be eligible for re-election at the relevant
AGM. In addition, the Articles provide that any Director appointed by
the Board to fill a casual vacancy shall hold office only until the first
general meeting of the Company after his/her appointment, whereas
any Director appointed by the Board as an addition to the existing
Board shall hold office only until the next following AGM. The Director
appointed by the Board as aforesaid shall be eligible for re-election at
the relevant general meeting.
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Shareholders may, at any general meeting of the members convened
and held in accordance with the Articles, remove a Director at any
time before the expiration of his/her period of office notwithstanding
to the contrary in the Articles or in any agreement between the
Company and such Director.

In accordance with the Articles, Mr. Huang Dachun, Mr. Li Qinghua,
Ms. Wang Yanping and Mr. Ng Wing Fai will retire from office as a
Director by rotation at the forthcoming 2026 AGM and, being eligible,
offer themselves for re-election.

Directors’ Continuing Professional Development

The Company has regularly provided the Directors with information of
relevant training courses. Updates on the amendments of applicable
rules and regulations have been given to the Directors from time to
time. All our Directors have provided the Company with a record
of their training received in 2025. A summary of the Directors
participation in continuous professional training for the year ended 31
December 2025 is as follows:
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Attending briefings/seminars/
conferences/reading materials/
regulatory updates'”

HEBNE EHE B
Name of Director EEnE MEER FEEHEHO
Executive Directors HITEF
Mr. Huang Dachun BEAELRE v
Mr. Li Qinghua FEERE v
Non-executive Director HHNTEE
Ms. Wang Yanping Fo#F+ v
Independent non-executive Directors 8 IFH7TE F
Mr. Shen Zhenchang IR L E v
Mr. Ng Wing Fai BB E v/
Mr. Sun Jiong Bk E v
Note: Bt o -
(1) Topics include (i) the roles, functions and responsibilities of the Board, 1) EBEEENWEFg HBETZESRES

its committees and its Directors, and board effectiveness; (2) the
Company’s obligations and 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; (3) corporate governance and ESG matters (including
developments on sustainability or climate-related risks and opportunities
relevant to the Company and its business); (4) risk management and
internal controls; and (5) updates on industry-specific developments,
business trends and strategies relevant to the Company.
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Internally, the Company’s senior management, including the executive
Directors, will implement a training plan and conduct training sessions
for its key staff members on a continuing basis. The Directors are
required to submit to the Company details of training sessions taken
by them in each financial year for the Company’s maintenance of
proper training records of the Directors.

Board and Board Committee Meetings

Under code provision C.5.1 of the Governance Code, the Board
should meet regularly and Board meetings should be held at least
four times a year at approximately quarterly intervals and under code
provision C.2.7 of the Governance Code, the Chairman of the board
should at least annually hold meeting with the non-executive Directors
(including independent non-executive Directors) without the executive
Directors present.

At least 14 days’ notice for all regular Board meetings will be given to
all Directors and all Directors must be given the opportunity to include
items or businesses for discussion in the agenda. For all other Board
meetings, reasonable notice will be given. Relevant agenda and
accompanying Board papers will be sent to all Directors at least three
days in advance of every regular Board meeting.

All matters and decisions reached, including any concerns raised by
Directors or dissenting views expressed, will be recorded in minutes
of Board meeting or other Board Committees meetings in sufficient
detail. Draft and final versions of minutes of Board/Board Committee
meetings will be sent to all Directors/committee members for
comment and records respectively, within reasonable time after the
respective meetings are held. The final versions of these minutes are
kept by the Company Secretary and are available for inspection at
any reasonable time on reasonable notice by any Director and auditor
of the Company.

During the year ended 31 December 2025, the Board convened a
total of five Board meetings, two Remuneration Committee meetings,
two Nomination Committee meetings, and three Audit Committee
meetings, based on the need of the operation and business
development of the Company.
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All Board members attended the said meetings in person or by
means via telephonic conferencing, which constituting presence at a
meeting as if he has been present in person under the Articles. The
Board intends to meet at least four times per year in the future, and
the Chairman intends to hold at least one meeting per year with the
non-executive Directors (including the independent non-executive
Directors) without the executive Directors present.

During the year ended 31 December 2025, the Board considers that
all meetings have been legally and properly convened in compliance
with the relevant laws and regulations (including the Listing Rules
and the Articles). With the assistance of the Company Secretary,
the Chairman takes the lead to ensure that Board meetings and
Board Committee meetings are convened in accordance with the
requirements set out in the Articles, the terms of reference of the
respective Board Committees and the Listing Rules. The Director’s
attendance at the Board meetings is set out in the section headed
“Attendance at Board and Board Committee Meetings” below.

Upon making reasonable request to the Company, Board members
have the right to seek independent professional advice or services at
the Company’s expense to assist them to perform their duties to the
Company.

Should a potential conflict of interest involving substantial
Shareholder(s) or Director(s) arise and the Board considers the matter
to be material, the Company will hold a physical Board meeting
to discuss and consider the matter, instead of passing a written
resolution. Independent non-executive Directors who, and whose
associates, have no material interest in the transaction should be
required to be present at that Board meeting.
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Attendance at Board Meetings, Board Committee
Meetings and the AGM

Attendance of each Director at all the Board meetings, Board
Committees meetings and AGM held during 2025 is set out as

HEEEEER

ERBRREBFRE

BEBHEN=
&% EERE

= —

=

-EEEEZEEE

AFEETHNEHNERS
BggskREBEFAEN

follows. BREFNT o
Audit  Nomination Remuneration
Board  Committee = Committee Committee 2025
meeting meeting meeting meeting AGM
Exg B RE E) “Z-RE
Name of Director EEng &% ZEg8E ZEegE ZEEEE RRBEFAE
Executive Directors HITEE
Mr. Huang Dachun (appointedon ~ BEARELE (R -ZE-A4F 3/3 = - - -
3 June 2025) ANA=HEZ()
Mr. Li Qinghua (appointed on FTRERE(R-_ZE_5F 11 - - - -
5 November 2025) +—AHAEZ()
Mr. Zhu Bing (appointed on RKEE (R -E-—7F 3/3 = - - -
3 June 2025 and resigned on NAZHEZMER
5 November 2025) R-ZFE-_aF+—H
A HEHE)
Mr. Chen Wei (resigned on BETER-_F-1F 3/3 - - - 11
3 June 2025) A A= BEHE)
Non-executive Director FHITEE
Ms. Wang Yanping FEz+ 5/5 - 2/2 - 1
Independent non-executive BUFHTEE
Directors
Mr. Shen Zhenchang MRELE 5/5 3/3 2/2 2/2 1
Mr. Ng Wing Fai REBILLE 5/5 3/3 2/2 2/2 1/
Mr. Sun Jiong RELE 5/5 3/3 2/2 2/2 11
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Corporate Governance Responsibilities

The Board is responsible for fulfilling the following corporate
governance responsibilities:

° develop and review the Company’s corporate governance
policies and practices and put forward recommendations to
the Board;

. review and monitor the training and continuing professional
development of Directors and senior management;

o review and monitor the Company’s policies and practices
regarding compliance with laws and regulatory provisions;

° develop, review and monitor code of conduct and compliance
manual for staff and Directors (if any);

° review the Company’s compliance with the Code and
disclosure in the corporate governance report; and

° develop shareholder communications policy and regularly
review the policy to ensure its effectiveness.

(D) CHAIRMAN AND CHIEF EXECUTIVE

Code provision C.2.1 of the Governance Code provides that the roles
of the Chairman and the Chief Executive Officer should be separate
and should not be performed by the same individual. The division of
responsibilities between the Chairman and the Chief Executive Officer
should be clearly established and set out in writing.

From 1 January 2025 to 2 June 2025, Mr. Chen Wei was the
Chairman. During such period, the Company had no Chief Executive
Officer. The executive deputy general manager and the senior
management team of the Company met regularly to collectively
manage the day-to-day operation and business of the Group. The
Board believed that such management structure allowed stable
and consistent leadership in the Company’s decision making and
operational efficiency in the absence of a Chief Executive Officer.

On 3 June 2025, (i) Mr. Chen Wei tendered his resignation as an
executive Director and the Chairman; (ii) Mr. Huang Dachun was
appointed as an executive Director and the Chairman; and (jii) Mr.
Zhu Bing was appointed as an executive Director and the Chief
Executive Officer. On 5 November 2025, (i) Mr. Zhu Bing tendered his
resignation as an executive Director and the Chief Executive Officer;
and (i) Mr. Li Qinghua was appointed as an executive Director and
the Chief Executive Officer. As a result, the roles of the Chairman
and the chief executive have been separated, and the Company has
complied with the Code provision C.2.1 of the Governance Code
since 3 June 2025.
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The Remuneration Committee and the Nomination Committees also
regularly review the structure and composition of the Board and will
make appropriate recommendations to the Board regarding any
proposed changes.

The Board will continue to review and monitor the practices of
the Company with an aim to maintaining and implementing a high
standard of corporate governance practices.

Mr. Huang Dachun, as the Chairman, is responsible for ensuring that
the Directors receive in a timely manner, adequate information which
is accurate, clear, complete and reliable. He ensures that all Directors
are properly briefed on issues arising at the Board meetings. Mr.
Huang Dachun is also responsible for ensuring good corporate
governance practices and procedures are maintained, all Directors
make full and active contribution to the Board’s affairs, and the Board
acts in the best interests of the Company and its Shareholders.

Under the leadership of Mr. Huang Dachun, the Board works
effectively and performs its responsibilities with all key and appropriate
issues discussed in a timely manner. Appropriate steps are taken to
provide effective communication between the Shareholders and the
Board. Mr. Huang Dachun will ensure appropriate steps are taken
and the Shareholders’ views are communicated to the Board as a
whole.

A culture of openness and constructive relations among Directors
are promoted within the Board, facilitating effective contribution of
non-executive Directors and ensuring constructive relations between
executive and non-executive Directors.

In the year ended 31 December 2025, Mr. Huang Dachun, the
Chairman has met with the non-executive Directors (including the
independent non-executive Directors) (without the presence of the
executive Directors) once to discuss, and obtain independent views
of, the Board affairs.
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(E) NON-EXECUTIVE DIRECTOR

(F)

The term of Ms. Wang Yanping shall last for three years from 16
December 2024.

BOARD COMMITTEES
Delegation by the Board

The Board is supported by the Board Committees, and the Board
has delegated various responsibilities to the Board Committees,
namely the Audit Committee, the Remuneration Committee and the
Nomination Committee. All Board Committees perform their distinct
roles in accordance with their respective terms of reference which are
available to public on the websites of the Company and the Stock
Exchange.

The Company has provided the Board Committees with sufficient
resources and the Board Committees may seek independent
professional advice as and when required at the Company’s expense.

Audit Committee

The Company established the Audit Committee on 17 December
2013 with written terms of reference in compliance with the Rules
Governing the Listing of Securities (the “Listing Rules”) on the Stock
Exchange and the Governance Code. The Audit Committee currently
has three members, namely Mr. Ng Wing Fai, Mr. Sun Jiong and Mr.
Shen Zhenchang. Mr. Ng Wing Fai, the Company’s independent non-
executive Director, has been appointed as the chairman of the Audit
Committee, and possess the appropriate professional qualifications
required under the Listing Rules. The Audit Committee has access
to professional advice, if required, and is provided with sufficient
resources to perform its duties.

The primary responsibilities of the Audit Committee are to review and
supervise the financial reporting process, financial control, internal
control and risk management systems of the Company, nominate
and monitor external auditor, oversee the audit process and perform
other duties and responsibilities as assigned by the Board on an
annual basis.
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During the year ended 31 December 2025, the Audit Committee
convened three meetings, with all members present in person or
through telephonic conferencing, during which the following works

were performed:

44

Assessed the independence of the Company’s auditors;

Discussed with external auditors about the scope of work
and fees in respect of their audit work for the year ended 31
December 2025;

Met with the Company’s external auditor to discuss the audit
procedures and accounting issues;

Reviewed and discussed the audited annual results for the
year ended 31 December 2024, and the unaudited interim
results for the six months ended 30 June 2025 with the senior
management of the Company and external auditor;

Reviewed the financial controls, internal control and risk
management systems of the Group;

Reviewed the accounting policies adopted by the Group and
other issues related to the Company’s accounting practice;
and

Considered the appointment of external auditors (subject to
AGM approval) and arrangements for the employees to raise
concerns about possible improprieties.

The terms of reference of the Audit Committee is available on the
websites of the Company and the Stock Exchange.

The attendance of the Audit Committee members at the above
meeting is set out in the above section headed “Attendance at Board
Meetings, Board Committee Meetings and Annual General Meeting”.
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Remuneration Committee

The Company established the Remuneration Committee on 17
December 2013 with written terms of reference in compliance with
the Listing Rules and the Governance Code. The Remuneration
Committee has three members, namely Mr. Shen Zhenchang, Mr. Ng
Wing Fai and Mr. Sun Jiong. Mr. Shen Zhenchang, the Company’s
independent non-executive Director, has been appointed as the
chairman of the Remuneration Committee. The Remuneration
Committee has access to professional advise, if required, and is
provided with sufficient resources to perform its duties.

The primary duties of the Remuneration Committee are to review,
determine and make recommendations to the Board on the policy
and structure of the remuneration (including bonuses and other
compensation) payable to the Directors and senior management,
assess performance of executive Directors, approve the terms of
executive Directors’ service contracts and make recommendations
on employee benefit arrangements.

The Remuneration Committee is also responsible to establish a formal
and transparent procedure for development of remuneration policy,
and ensuring no Director or his/her associate is involved in deciding
his/her own remuneration. The Remuneration Committee will consult
with Chairman of the Board about the remuneration proposals for the
other executive Directors.

The Remuneration Committee of the Company held two meetings
in 2025 to review and make recommendations on the existing
remuneration packages of all Directors and senior management.
The attendance of the Remuneration Committee members at the
above meeting is set out in the section headed “Attendance at Board
Meetings, Board Committee Meetings and Annual General Meeting”
above.

The terms of reference of the Remuneration Committee is available
on websites of the Company’s website and the Stock Exchange.

Pursuant to code provision E.1.5 of the Governance Code, the annual
remuneration of the members of the senior management by band for

the year ended 31 December 2025 is set out below:

Remuneration band (RMB)
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December 2025 are set out in note 11 to the consolidated financial
statements in this annual report.
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Nomination Committee

The Company established the Nomination Committee on 17
December 2013 with written terms of reference in compliance
with the Listing Rules and the Governance Code. The Nomination
Committee consists of four members, namely Ms. Wang Yanping,
Mr. Sun Jiong, Mr. Shen Zhenchang and Mr. Ng Wing Fai. Mr. Sun
Jiong, the Company’s independent non-executive Director, has
been appointed as the chairman of the Nomination Committee. The
Nomination Committee has access to professional advice, if required,
and is provided with sufficient resources to perform its duties.

The primary duties of the Nomination Committee are to review
the structure, size and composition of the Board annually and
make recommendations on any proposed changes to the Board
compositions to complement the Company’s corporate strategy.
The Nomination Committee is also responsible for identifying suitably
qualified individuals and making recommendations to the Board on
the appointment or re-appointment of Directors and succession
planning of Directors. Furthermore, it also assesses the independence
of the independent non-executive Directors.

The Nomination Committee has held two meetings in 2025, during
which the diversity, structure, size and composition of the Board
and the independence of the independent non-executive Directors
were reviewed and considered, and relevant recommendation was
made to the Board, and each Director’s time commitment and
contribution to the Board and each Director’s ability to discharge his
or her responsibilities were reviewed and assessed. The attendance
of the Nomination Committee members at the above meeting is set
out in the section headed “Attendance at Board Meetings, Board
Committee Meetings and Annual General Meeting” above.

The Nomination Committee considered that each Director gave
sufficient time and attention to the affairs of the Company and
undertook his or her responsibilities effectively in 2025, with regard
to (i) the Directors’ skills and experiences; (i) each Director’s role and
positions at the Company and its subsidiaries, as well as his or her
external directorships or offices in other companies or organisations
and/or other major commitments; and (iiij each Director’s attendance
record at the Board and committee meetings of the Company and its
subsidiaries during the year.
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In assessing the Board composition, the Nomination Committee takes
into account the various aspects set out in the Board Diversity Policy,
including but not limited to gender, age, cultural and educational
background, professional qualifications, skills, knowledge and industry
and regional experience. The Nomination Committee discussed and
agreed on measurable objectives for achieving diversity on the Board,
where necessary, and recommends them to the Board for adoption.
The Nomination Committee considers an appropriate balance of
diversity perspective of the Board is maintained. The Board Diversity
Policy shall be reviewed by the Nomination Committee annually, as
appropriate, to ensure its effectiveness.

In selecting candidates for directorship of the Company, the
Nomination Committee makes reference to certain criteria such as
the Company’s needs, the integrity, experience, skills and expertise
of the candidate, board diversity aspects and the amount of time and
effort that the candidate will devote to discharge his/her duties and
responsibilities. External recruitment professionals might be engaged
to carry out selection process when necessary.

The terms of reference of the Nomination Committee is available on
the websites of the Company and the Stock Exchange.

(G) AUDITORS’ REMUNERATION

The remuneration paid or payable to the Company’s external
auditors, Grant Thornton Hong Kong Limited (“Grant Thornton”),
during the year ended 31 December 2025 is set out below:
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Remuneration

Paid/Payable

2 EAEBE

RMB’000

Service Category B 7 %8 5Bl ARBTFT
Audit services provided by Grant Thornton B[R R (A% B AR 75 1,700

The Audit Committee has expressed its views to the Board that the
level of fees paid/payable to the Company’s external auditors for
annual audit and non-audit services is reasonable. There has been no
major disagreement between the auditors and the management of
the Company during the year ended 31 December 2025.
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The Audit Committee is responsible to make recommendation to the
Board as to the appointment, re-appointment and removal of the
external auditors. There is no disagreement between the Board and
the Audit Committee regarding the re-appointment of Grant Thornton
as the Company’s external auditors for the financial year ending 31
December 2026 which is subject to the approval by the Shareholders
at the forthcoming AGM of the Company.

(H) DIRECTORS’ RESPONSIBILITY FOR

48

FINANCIAL REPORTING IN RESPECT
OF THE CONSOLIDATED FINANCIAL
STATEMENTS

The Directors acknowledge that it is their responsibility to prepare
accounts of the Group and other financial disclosures required under
the Listing Rules and the Company’s management will provide
information and explanation to the Board to enable it to make
informed assessments of the financial and other decisions.

Grant Thornton Hong Kong Limited draws attention to note 2.2 in
the consolidated financial statements, which describes the principal
conditions that raise doubt about the Group’s ability to continue as
a going concern. These events or conditions indicate that a material
uncertainty exists that may cast significant doubt on the Group’s
ability to continue as a going concern. Their opinion is not modified
in respect of this matter. Save as disclosed in note 2.2 of the
consolidated financial statements in this annual report, the Directors
are not aware of any other material uncertainties relating to events
or conditions that may cast significant doubt upon the Company’s
ability to continue as a going concern. The Directors are of the view
that taking into account of the Group’s latest business performance
and available banking and credit facilities, the Group has the ability
to generate adequate financing and operating cash flows in the near
future and obtain the continuous financial support from its chargor
and major lenders, in particular such chargor and major lenders
undertook that they will not require the Group to repay the amounts
due and will continue to provide financing facility for the Group’s
liquidity needs for a twelve months’ period from the date of approval
of the Group’s consolidated statements as mentioned in note 2.2 to
the consolidated financial statements, and thus it is appropriate to
prepare the consolidated financial statements of the Group for the
year ended 31 December 2025 on a going concern basis.

The statement of the auditors of the Company in respect of their
reporting responsibilities on the Company’s consolidated financial
statements for the year ended 31 December 2025 is set out in the
“Independent Auditors’ Report” contained in this annual report.
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RISK MANAGEMENT AND INTERNAL
CONTROL

The Board is responsible for maintaining effective risk management
and internal control systems and conducting regular review on the
effectiveness of the risk management and internal control system of
the Company. The risk management and internal control systems of
the Group are characterised by distinct division between power and
authority, clear procedures, high transparency and efficiency. The
Company has worked out a procedure for identifying, evaluating and
managing significant risks of the Company. Business departments
including the production and sales departments are responsible for
identifying, supervising and evaluating the risks related to themselves,
and report to the Company’s senior management on a regular basis.
The senior management shall evaluate and set priorities for the
identified risks according to the procedure set by the Board’s Audit
Committee, and then submit risk alleviation plans to the Board’s
Audit Committee which shall appoint officers responsible for risk
management.

The Company has formulated the insider information policies
according to the Securities & Futures Ordinance and the Listing
Rules. The Company’s Directors, senior management and all others
relevant employees are provided with the guidelines to ensure that the
Company promptly disclose the insider information under reasonable
and practicable circumstances. The guideline contains a series of
procedure to ensure that the information are kept confidential before
they are disclosed to the general public, and shall publicly disclose
such information immediately if the Company considers that it is
impossible to keep it confidential as required.

The risk management and internal control systems adopted by the
Company are designed to manage rather than eliminate the risks of
failing to achieve the business objectives and can only make reasonable
but not absolute assurance against material misstatement or loss.
Procedures have been designed for safeguarding assets against
unauthorized use or disposition, maintaining of proper accounting
records for the provision of reliable financial information for internal use
or for publication, and ensuring compliance of applicable laws, rules
and regulations. However, the system can only provide reasonable but
not absolute assurance against misstatements or losses.

The Audit Committee, which was delegated by the Board, reviews
the Group’s risk management and internal control procedures and
systems at least once per year, and has reviewed and evaluated the
Group’s internal control system put in place by management covering
all material controls, including financial, operational and compliance
controls, risk management functions and the internal audit function
of the Company and its subsidiaries for the year ended 31 December
2025. The Audit Committee considered that the risk management and
internal control systems of the Group were effective and adequate.
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The Board is responsible for presenting a balanced and clear
assessment of the Group’s performance and prospects. Management
of the Company provides all relevant information to the Board, giving
its members sufficient information and explanation that it needs to
discharge their responsibilities.

The Articles set out matters which are specifically reserved to the
Board for its decision. The management team of the Company holds
meetings regularly to review and discuss with executive Directors on
daily operational issues, financial and operating performance as well
as to monitor and ensure the management properly implement the
directions and strategies set by the Board.

In order to improve the Group’s internal audit function, the Audit
Committee has resolved to establish an internal audit department and
to be staffed with experienced internal audit personnel in discharging
the Group’s internal audit function.

The Board will continue, with the assistance of the Audit Committee
and external independent professionals if necessary, to review and
improve the Group’s internal controls system, taking into account
the prevailing regulatory requirements, the Group’s business
development and the interests of shareholders.

COMPANY SECRETARY

Mr. Au Wai Keung (“Mr. Au”) served as the Company Secretary
during the year ended 31 December 2025. Mr. Au is a director of
Arion & Associates Limited, a corporate secretarial and accounting
services provider in Hong Kong. Mr. Au possesses the professional
qualifications that the Stock Exchange has considered acceptable
and has taken no less than 15 hours of professional training during
the year ended 31 December 2025.

The primary contact person at the Company is Mr. Huang Dachun,
the Chairman and the executive Director.

Mr. Au is responsible for providing advice to the Board on corporate
governance matters.

(K) SHAREHOLDERS’ RIGHT

50

To safeguard Shareholders’ interests and rights, a separate resolution
is proposed for each substantially separate issue at general meetings,
including the election of individual Directors. All resolutions put
forward at general meetings will be voted on by poll pursuant to the
Listing Rules and poll results will be posted on the websites of the
Company (www.hzlaohenghe.com) and Stock Exchange after each
general meeting. The Articles allow a Shareholder to attend and
vote at a general meeting or to appoint a proxy, who needs not be
a Shareholder, to attend the meeting and vote thereat on his/her/its
behalf.
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Pursuant to the Articles, any one or more Shareholders holding
at the date of deposit of the requisition not less than one-tenth of
the paid up capital of the Company carrying the right of voting at
general meetings of the Company shall have the right, by written
requisition to the Board or the secretary of the Company, to require
an extraordinary general meeting 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. If within 21 days of such deposit the Board fails
to proceed to convene such meeting, the requisitionist(s) himself
(themselves) may do so in the same manner, and all reasonable
expenses incurred by the requisitionist(s) as a result of the failure of
the Board shall be reimbursed to the requisitionist(s) by the Company.

With respect to the Shareholders’ right in proposing persons for
election as Directors, please refer to the procedures available on the
website of the Company.

There is no provision allowing Shareholders to move new resolutions
at general meetings under the Cayman Islands Companies Law or
the Articles. Shareholders who wish to move a resolution may request
the Company to convene a general meeting following the procedures
set out in the preceding paragraph.

Shareholders and potential investors are welcome to communicate
with the Company by email: ir02226@hzlaohenghe.com.
Shareholders may also put forward their written enquiries or
requisitions to the Board at Balidian Town, Food and Industrial Park,
Wuxing District, Huzhou City, PRC (Attention: the Board of Directors).

INVESTOR RELATIONS

The Company believes that effective and proper investor relations
play a vital role in creating Shareholders’ value, enhancing the
corporate transparency as well as establishing market confidence.
The Company discloses information in compliance with the Listing
Rules, and publishes periodic reports and announcements to the
public in accordance with the relevant laws and regulations. The
primary focus of the Company is to ensure information disclosure is
timely, fair, accurate and complete, thereby enabling Shareholders,
investors as well as the public to make rational and informed
decisions. Updated key information and business development of
the Group are also available on the Company’s website to enable
Shareholders and investors to have timely access to information
about the Group.
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The Company also endeavours to maintain an on-going dialogue
with Shareholders and in particular, through general meetings which
provides a forum for Shareholders to raise comments and exchange
views with the Board. Directors (or their delegates as appropriate) will
be available at the AGMs of the Company to address Shareholders’
queries.

During the year ended 31 December 2025, the Company actively
implemented the above relevant measures, and therefore has
effectively implemented the investor relations related measures of the
Company.

The Company will continue to take measures to ensure effective
Shareholders’ communication and transparency.

The Company’s memorandum and articles of association (the
“Memorandum and Articles of Association”) remains unchanged
during the year ended 31 December 2025. The Memorandum and
Articles of Association is available on the respective websites of the
Company and the Stock Exchange.

An up to date version of the Articles is available on the websites of
the Stock Exchange and the Company.

The Company will strive to strengthen investor relationships
and maintain transparency of the operating strategies, financial
performance and development prospects of the Company.

DIVIDEND POLICY

Policy on payment of dividend of the Company is in place setting out
the factors in determination of dividend payment of the Company,
the Company’s long-term earning capacity and expected cash inflow
and outflow, the frequency and form of dividend payments. The
policy shall be reviewed periodically and submitted to the Board for
approval if amendments are required.
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The Board is pleased to present the annual report together with the audited
financial statements of the Group for the year ended 31 December 2025.

PRINCIPAL ACTIVITIES

The Company was incorporated in the Cayman Islands on 4 December
2012 as an exempted company with limited liability under the Companies
Law of the Cayman Islands. The Company is an investment holding
company, and its subsidiaries established in the PRC are primarily engaged
in the manufacturing of cooking wine and other condiment products in
China under the “Lao Heng He” (“z£1E#1”) brand.

The activities and particulars of the Company’s subsidiaries are shown
under note 1 to the consolidated financial statements in this annual
report. An analysis of the Group’s revenue and operating profit for the
year by principal activities is set out in the section headed “Management
Discussion and Analysis” in this annual report and note 5 and note 6.1 to
the consolidated financial statements in this annual report.

RESULTS AND DIVIDEND

The results of the Group for the year ended 31 December 2025 are set out
on pages 73 to 79 of this annual report.

The Board does not recommend the payment of a final dividend for the year
ended 31 December 2025.

During the year ended 31 December 2025 and up to the date of this report,
there is no arrangement under which any Shareholder has waived or agreed
to waive any dividend.

FINANCIAL SUMMARY

A summary of the published results and assets and liabilities of the Group
for the last five financial years is set out on page 3 of this annual report.

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in property, plant and equipment of the Group
during the year are set out in note 16 to the consolidated financial
statements in this annual report.

TAX RELIEF AND EXEMPTION

The Directors are not aware of any tax relief and exemption available to the
Shareholders by reason of their holding the Group’s securities.
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DIRECTORS’ INTERESTS

At no time during the year ended 31 December 2025 was any of the
Company or its subsidiaries a party to any arrangement to enable the
directors of the Company to acquire benefits by means of the acquisition of
shares in, or debentures of, the Company or any other body corporate, and
none of the directors, or their spouses or children under the age of 18, had
any right to subscribe for the shares in, or debentures of, the Company, or
had exercise any such right.

EQUITY-LINKED AGREEMENTS

There were no equity-linked agreements entered into by the Group, or
existed during the year ended 31 December 2025.

SHARE CAPITAL

Details of the movements in the Company’s share capital during the year
ended 31 December 2025 are set out in note 30 to the consolidated
financial statements in this annual report.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Articles, or the laws
of Cayman Islands, which would oblige the Company to offer new Shares
on a pro-rata basis to existing Shareholders.

DISTRIBUTABLE RESERVES

As at 31 December 2025, the Company has no reserve available for
distribution to the shareholders.

RESERVES

Details of the movement in the reserves of the Group and of the Company
during the year ended 31 December 2025 are set out in note 31 to the
consolidated financial statements in this annual report.

FUTURE PLANS FOR MATERIAL
INVESTMENTS OR CAPITAL ASSETS

The Group has no specific future plans for material investments or capital
assets during the year ended 31 December 2025 and up to the date of this
annual report.
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BANKING FACILITIES AND OTHER
BORROWINGS

Details of the borrowings are set out in the section headed “Management
Discussion and Analysis” in this annual report and note 28 to the
consolidated financial statements in this annual report.

The Directors are not aware of any circumstances which would give rise to
disclosure obligation pursuant to the requirements under Rule 13.18 of the
Listing Rules as at 31 December 2025.

PURCHASE, SALE OR REDEMPTION OF
THE COMPANY’S LISTED SECURITIES

Neither the Company nor any of its subsidiaries purchased, sold or
redeemed any of the Company’s listed securities (including sale of treasury
shares) for the year ended 31 December 2025. As at 31 December 2025,
the Company did not hold any treasury shares.

DIRECTORS

A summary of the Directors who held office during the year ended 31
December 2025 and up to the date of this annual report is set out on page
12 of this annual report.

INDEPENDENCE OF THE INDEPENDENT
NON-EXECUTIVE DIRECTORS

The Board has received from each of the independent non-executive
Directors an annual confirmation of his independence pursuant to Rule 3.13
of the Listing Rules, and considers that all the independent non-executive
Directors are independent.

BIOGRAPHICAL DETAILS OF THE
DIRECTORS AND THE SENIOR
MANAGEMENT

Biographical details of the Directors and the senior management of the
Group as at the date of this annual report are set out in the section headed
“Profile of Directors and Senior Management” on pages 13 to 17 of this
annual report.
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DIRECTORS’ SERVICE CONTRACTS

As at 31 December 2025, none of the Directors has a service contract with
the Company or any of its subsidiaries which is not determinable by the
Company or its subsidiaries, as applicable, within one year without payment
of compensation (other than statutory compensation).

CONTRACTS WITH DIRECTORS AND
CONTROLLING SHAREHOLDERS

No contract of significance (as defined under notes 16.1 and 16.2 of
Appendix D2 to the Listing Rules) has been entered into between the
Company or any of its subsidiaries and a controlling Shareholder or any of
its subsidiaries during the year ended 31 December 2025.

No contract of significance (as defined under notes 15.2 and 15.3 of
Appendix D2 to the Listing Rules) which the Company or any of its
subsidiaries was a party, and in which a Director or an entity connected with
a Director had a material interest, whether directly or indirectly, subsisted
at the end of the year or at any time during the year ended 31 December
2025.

COMPENSATION OF DIRECTORS AND
SENIOR MANAGEMENT

The emoluments of the Directors and senior management members of the
Group are decided by the Board with reference to the recommendation
given by the Remuneration Committee, having regard to the Group’s
operating results, individual performance and comparable market statistics.

The remuneration (including fees, salaries allowances and benefits in kind,
performance related bonuses, pension scheme contributions) paid to
the Company’s Directors in aggregate for the years ended 31 December
2024 and 2025 were approximately RMB1,048,000 and RMB675,000,
respectively.

The remuneration (including salaries allowances and benefits in kind,
performance related bonuses, pension scheme contributions) paid to our
Group’s five highest paid individuals in aggregate for the years ended
31 December 2024 and 2025 were approximately RMB2,460,000 and
RMB2,534,000, respectively.

For the year ended 31 December 2025, no emoluments were paid by
our Group to any director of the Company or any of the five highest paid
individuals as an inducement to join or upon joining our Group or as
compensation for loss of office. None of the directors has waived any
emoluments for the year ended 31 December 2025.
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Details of the Directors’ emoluments and the emoluments of the five highest
paid individuals in the Group are set out in note 11 and note 12 of the
consolidated financial statements in this annual report.

Except as disclosed above, no other payments have been made or are
payable, for the year ended 31 December 2025 by our Group to or on
behalf of any of the Directors.

DIRECTORS’ INTERESTS IN COMPETING
BUSINESS

During the year, none of the Directors nor the controlling Shareholders of
the Company or their respective associates (as defined in the Listing Rules)
had any interest in a business that competed or was likely compete with,
either directly or indirectly, the business of the Group.

PERMITTED INDEMNITY PROVISION

The Company maintained Directors’ liability insurance to protect them from
any loss to which the Directors of the Company might be liable arising from
their actual or alleged misconduct.

MANAGEMENT CONTRACTS

Other than the Directors’ service contracts and appointment letters, no
contract concerning the management and administration of the whole or
any substantial part of the business of the Group were entered into or in
existence as at the end of the year or at any time during 2025.

LOAN OR GUARANTEE FOR LOAN
GRANTED TO THE DIRECTORS

During 2025, the Group had not made any loan or provided any guarantee
for any loan, directly or indirectly, to the Directors, senior management, its
ultimate controlling Shareholders or their respective connected persons.

INTERESTS AND SHORT POSITIONS OF
DIRECTORS AND CHIEF EXECUTIVE IN
SECURITIES

As at 31 December 2025, none of the Directors, the chief executive of the
Company or any of their associates had any interests or short positions
in the shares, underlying shares and debentures of the Company or its
associated corporations (within the meaning of Part XV of the Securities and
Futures Ordinance (the “SFO”)) (the “Associated Corporations”), which
(a) were required to be notified to the Company and the Stock Exchange
pursuant to Division 7 and 8 of Part XV of the SFO (including interests
and short positions which they are taken or deemed to have under such
provisions of the SFO); or (b) were required, pursuant to section 352 of the
SFO, to be recorded in the register referred to therein; or (c) were required
to be notified to the Company and the Stock Exchange.
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SUBSTANTIAL SHAREHOLDERS’
INTERESTS AND SHORT POSITIONS IN

SECURITIES

So far as is known to any Director or the chief executive, as at 31
December 2025, the following corporations/persons had interests or short
positions in the shares and underlying shares of the Company as recorded
in the register required to be kept by the Company under section 336 of the
SFO, as being directly or indirectly interested or deemed to be interested in

5% or more of the issued share capital of the Company:

Interests and short positions in the Shares and
underlying Shares of the Company as at 31 December

TERRRESFNER AR

4,

BEAEFRBSTRABMA R-B_AF
+ZA=+—8 - FHEE ATRARRRESE
% TR HA 5 19 56 336 /B T7 0 B 2 b o B R0 K
ARG RABMIR B A ERIAR - EER
R 7 5 S AR A A AN 2 ) 2 34T IR AN 5% 5
S

RIZBEZAHFE+ZA=+—HRAR

Al {0 K AHE AR 4D B e %

UL A
IR B

2025
Approximate
Number of percentage of
shares or the Company’s
underlying issued
Nature of interests shares held share capital®
F N
BRERGR ERTRE
Name £ R E HERGE A BMABDHO
Wuxing City Investment HK REGR (BE)BRARC Beneficial owner 313,044,100 (L) 54.09%
Company Limited® EmEAA
Huzhou Wuxing City Investment MMNREFMITEERES Interest of a controlled 313,044,100 (L) 54.09%
Development Group Co., Ltd.® BERARFO __corporation
XEEE R
Huzhou Wuxing Guokong N REEERELEER  Interest of a controlled 313,044,100 (L) 54.09%
Investment Operation SEERARC corporation
Development Group Co., Ltd.? XA EER
Huzhou City Wuxing District BNTREEREEREE Interest of a controlled 313,044,100 (L) 54.09%
State-owned Capital Supervision ~ EIZR#5H L)@ corporation
and Management Service Centre® R EEER
Hwabao Trust Company Limited EEECTERETAT Beneficial owner 72,625,000 (L) 12.55%
(as Hwabao Overseas Markets (EREERIMISRE E=BEEA
Investment No. 2 QDII 25k Z51132-8 1 QDI
Single Unit Trust Plan 32-8)@ B—Ho=EaENHe
Chongging Zhongxin Rongbang BEPHBBEEFRL Interest of a controlled 72,625,000 (L) 12.55%
Investment Center (BIRAE)O corporation
(Limited Partnership)® REEEER
Tibet Zhongxin Ruiyin RPN B EREEE Interest of a controlled 72,625,000 (L) 12.55%
Investment Management BRAFC corporation

Co., Ltd.®
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Approximate

Number of percentage of

shares or the Company’s

underlying issued

Nature of interests shares held share capital™

BARRE

BFERG R ERITRA

Name H#H Bt E HERGE A BOBRSLO

China Innovative Capital hETRLAIE AR Interest of a controlled 72,625,000 (L) 12.55%
Management Limited® ERFRARC __corporation
Ry NE L T

Beijing Zhonghai Jiacheng I RFEEHER Interest of a controlled 72,625,000 (L) 12.55%
Capital Management Limited® EBRFRAFC __corporation
R E R

Zhonghai Shengfeng (Beijing) PFERY(ULR)EAERE Interest of a controlled 72,625,000 (L) 12.55%
Capital Management Co., Ltd.® BRARO ~_corporation
X EE R

Mr. Mao Huixin®#® FEH LR Interest of a controlled 52,000,000 (L) 8.98%
corporation
X EE R

Beneficial owner 6,421,500 (L) 1.11%

E=EAA
MERIDIAN HARVEST LIMITED® MERIDIAN HARVEST LIMITED®  Beneficial owner 52,000,000 (L) 8.98%
E=EAA

SUPER SUN & MOON SUPER SUN & MOON Interest of a controlled 52,000,000 (L) 8.98%
CO., LIMITED® CO., LIMITED® ~_corporation
REEEER

Osiris International Trustees Osiris International Trustees Interest of a controlled 52,000,000 (L) 8.98%
Limited® Limited® ~_corporation
X EE R

(L): represents long position

Notes:

1)

@

The percentage of shareholding is calculated on the basis of 578,750,000
issued shares of the Company as at 31 December 2025.

These shares are held by Wuxing City Investment HK Company Limited.
Wuxing City Investment HK Company Limited is wholly owned by Huzhou
Wuxing City Investment Development Group Co., Ltd. (i# M 2 B 3k H %
& 2% E £ B AR A A]), which is in turn wholly owned by Huzhou Wuxing
Guokong Investment Operation Development Group Co., Ltd. (/1 5= &5 B8 2
®E LB EEB AR A ), which is in turn wholly owned by Huzhou City
Wuxing District State-owned Capital Supervision and Management Service
Centre (M T REEEH A EAREE B EMRS R L) Accordingly, each of
Huzhou Wuxing City Investment Development Group Co., Ltd. (34 J1] 5= & 3
ML E#EREE®EAR A A]), Huzhou Wuxing Guokong Investment Operation
Development Group Co., Ltd. (M RERZEEELEZREBEBR A
7)) and Huzhou City Wuxing District State-owned Capital Supervision and
Management Service Centre (8 /1 1 R E & B B & A BB E R+ L)
is deemed to be interested in the Shares held by Wuxing City Investment HK
Company Limited.

O EFA
HiiE -

1) BEEBILEDERRATNIR-_Z-_HAE+=-A
=+—H#578,750,000 1% 2 Z1TID 5+ &

@ ZERMHABAREHRK (FE)ERLFAFE RA
Wk (FE) AR AR APMNRBEH TR EERE
EERAAEZEER WMREETIREHRES
BEARAFHAMRERERESERREEH
RABZERER @ MM R ERZEREEERR
SEFERAAAE MMM REERAERNEEE
BRBPOLEERS o B - RN R BT E %
BREBERAR MMRAARZERESEERE
BAERABDERAMTREAREEEREEEER
BHLEBHA RN RERIE (FE) ER QAR
BRI EE RS -
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These shares are held by Hwabao Trust Company Limited (as Hwabao
Overseas Markets Investment No. 2 QDII Single Unit Trust Plan 32-8) (£ &
EREARBEEARIEREERINTIHIRE25% X 532-8HQDIl E—&
%12 7Lt #l)) (‘Hwabo Trust’), which is entrusted by Chongging Zhongxin
Rongbang Investment Center (Limited Partnership) (2 & & # &t 38 & &
(B R & %) (“Chongging Zhongxin (LLP)”), which is managed by Tibet
Zhongxin Ruiyin Investment Management Co., Ltd. (78 & F1 31 & R 18 & & 12
AR A F]) (‘Tibet Zhongxin”).

Tibet Zhongxin is controlled by China Innovative Capital Management Limited
(FFELAIE A E AR A A) (“China Innovative Capital’), as to 100%.
China Innovative Capital is controlled by Beijing Zhonghai Jiacheng Capital
Management Limited (1t R /850 &E AN EE AR A7) (‘Beijing Zhonghai
Jiacheng”), as to 40.8%. Beijing Zhonghai Jiacheng is controlled by Zhonghai
Shengfeng (Beijing) Capital Management Co., Ltd. (F /8% £t R)E K&
12 B[R A A]) (“Zhonghai Shengfeng”), as to 90.00%. By virtue of the SFO,
each of Zhonghai Shengfeng, Beijing Zhonghai Jiacheng, China Innovative
Capital, Tibet Zhongxin, Chongging Zhongxin (LLP) is deemed to be interested
in the shares held by Hwabo Trust.

Of these 58,421,500 Shares, (i) 6,421,500 Shares are directly held by Mr. Mao
Huixin (“Mr. Mao”); and (i) 52,000,000 Shares were charged by Key Shine
Global Holdings Limited in favour of MERIDIAN HARVEST LIMITED (“Meridian
Harvest”) and Mr. Mao under a deed of share mortgage dated 29 July 2019,
which was enforced by Meridian Harvest and the said 52,000,000 Shares
were taken control by Meridian Harvest on 18 December 2025.

Meridian Harvest is controlled by SUPER SUN & MOON CO., LIMITED (“Super
Sun”) as to 100%. Super Sun is controlled by Osiris International Trustees
Limited (“Osiris”), which is a trustee to a discretionary trust, as to 100%. Mr.
Mao is the founder of the said discretionary trust who can influence how the
trustee exercises his discretion. By virtue of the SFO, each of Mr. Mao, Super
Sun and Osiris is deemed to be interested in the Shares held by Meridian
Harvest.

As at 31 December 2025, Mr. Mao increased his shareholding to
approximately 10.09% as indicated in the disclosure of interest form on 20
December 2025. The public float of the Company as at 31 December 2025
was approximately 23.27% which was below 25.00% of the total number of
issued shares of the Company required to be held by the public as prescribed
by Rule 8.08(1)(a) of the Listing Rules. Based on the disclosure of interest form
filed on 3 March 2026 by Mr. Mao, he disposed of 600,000 Shares, equivalent
to approximately 0.1% of the total number of issued Shares of the Company
on 3 March 2026. As a result, to the best knowledge of the Company,
193,080,900 Shares, representing approximately 33.36% of the total number
of issued Shares, are held by the public following Mr. Mao’s disposal and as
at date of this report. The minimum public float of the Company of 25.00% of
the total number of shares in issue as required by the Listing Rules has been
restored.

For further details, please refer to “Sufficiency of Public Float” below and
the announcements of the Company dated 23 January 2026 and 4 March
2026, respectively.

Please note that the information stated above is based on the disclosure of
interest forms filed by the relevant parties and disclosed on the website of
the Stock Exchange, and the Company makes no representation as to the
accuracy, validity, correctness and completeness of the information stated
therein.
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Save as disclosed above, as at 31 December 2025, the Company had not
been notified by any persons, other than Directors or chief executive, who
had interests or short positions in the Shares or underlying Shares which
would fall to be disclosed to the Company under the provisions of Divisions
2 and 3 of Part XV of the SFO or which were recorded in the register
required to be kept by the Company under section 336 of the SFO.

MAJOR SUPPLIERS AND CUSTOMERS

During the year ended 31 December 2025, the Group’s largest customer
accounted for 10.6% (2024: 11.2%) of the Group’s total revenue. The
Group’s five largest customers accounted for 28.4% (2024: 25.2%) of the
Group’s total revenue.

In the year ended 31 December 2025, the Group’s largest supplier
accounted for 10.7% (2024: 10.8%) of the Group’s total purchases. The
Group’s five largest suppliers accounted for 40.0% (2024: 41.1%) of the
Group’s total purchases.

To the knowledge of the Directors, none of the Directors or any of their
associates (as defined under the Listing Rules) or any Shareholders
(which, to the best knowledge of the Directors, owns more than 5% of the
Company’s issued share capital) has any beneficial interest in the Group’s
five largest suppliers or the Group’s five largest customers during the
reporting period of 2025.

EMPLOYEES

As at 31 December 2025, the Group had 439 full-time employees, as
compared to 509 employees as at 31 December 2024. The Group
enters into employment contracts with its employees to cover matters
such as position, term of employment, wage, employee benefits,
liabilities for breaches and grounds for termination. Remuneration of the
Group’s employees includes basic salaries, allowances, bonus and other
employee benefits and are determined with reference to their experiences,
qualifications, competence and general market conditions.

The emoluments payable to the Directors will depend on their respective
contractual terms under their employment contracts or service agreements
as approved by the Remuneration Committee and Nomination Committee,
having regard to the Company’s operating results, individual performance
and comparable market statistics. No Director should determine his or her
own remuneration.

Details of the Directors’ emoluments and emoluments of the five highest
paid individual in the Group are set out in notes 11 and 12 to the
consolidated financial statements in this annual report.
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RETIREMENT BENEFITS SCHEME

The Company participates in the Mandatory Provident Fund Schemes
(“MPF Schemes”) registered under the Mandatory Provident Scheme Fund
Ordinance. The contributions represent contributions payable to the MPF
Schemes by the Company in accordance with government regulations.

The employees employed in the PRC subsidiaries are members of the state-
managed retirement benefits schemes operated by the PRC government.
The PRC subsidiaries are required to contribute to the retirement benefits
schemes based on a certain percentage of their payroll to fund the benefits.
The only obligation of the Group with respect to these retirement benefits
schemes is to make the required contributions under the schemes.

Contributions paid or payable for these retirement benefits schemes for the
year of 2025 are approximately RMB6.4 million (2024: RMB7.3 million). No
forfeited contributions are available to reduce the contribution payable by
the Group in future years.

CONNECTED TRANSACTION AND
RELATED PARTY TRANSACTIONS

The Directors consider that the related party transactions disclosed in note
35 to the financial statements of this annual report did not fall or were fully
exempted under the definition of “connected transactions” or “continuing
connected transactions” (as the case may be) in Chapter 14A of the Listing
Rules, and hence are not required to comply with any of the reporting,
announcement or independent shareholders’ approval requirements under
the Listing Rules.

CORPORATE GOVERNANCE

The Company places high value on its corporate governance practices and
the Board firmly believes that a good corporate governance practices can
improve accountability and transparency for the benefit of the Shareholders
of the Company.

The Company has adopted the Governance Code as its own code to
govern its corporate governance procedures. The Board also reviews and
monitors the practices of the Company from time to time to maintain and
improve a high standard of corporate governance practices.

Save for the deviation set out in the section headed “D. Chairman and Chief
Executive” in the corporate governance report, the Company has complied
with the code provisions set out in the Governance Code in the year ended
31 December 2025. Information on the corporate governance practices
adopted by the Company is set out in the Corporate Governance Report on
pages 31 to 52 of this annual report.
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INDEPENDENCE OF EXTERNAL AUDITOR

The Audit Committee is mandated to monitor the independence of the
external auditor to ensure true objectivity in the consolidated financial
statements. All services provided by the external auditor are required to be
approved by the Audit Committee. To ensure that the policy of restricting the
non-audit work done by the external auditor is strictly adopted by all entities
within the Group, appropriate policies and procedures have been established
for approval of engagement of the Group’s independent external auditor,
Grant Thornton Hong Kong Limited, to provide services to the Group.

RELATIONSHIPS WITH EMPLOYEES,
SUPPLIERS AND CUSTOMERS

The Group pursues a “diversity” strategy, aiming to provide customers with
better quality, healthy and safe natural brewing condiments products on
the basis of win-win cooperation with suppliers and employees. During the
year ended 31 December 2025, the Group strictly complied with relevant
laws and regulations, continued to improve our internal management
system, and passed the OHSAS 18001 Occupational Health and Safety
Management System Certification to fully protect employees’ occupational
health and safety. By increasing investment in team building and employee
training, the Group provides employees with competitive remuneration
packages and social security. The Group also continuously improves
employee communication and transparent promotion mechanism to provide
employees with a fair working environment while enhancing employees a
sense of belonging.

The Group is well aware of the importance of partnership and customer
relationship maintenance in the development and is determined to become
the preferred brand for consumers. On one hand, the Group actively
establishes a long-term cooperative relationship based on the principle of
responsible procurement to ensure a stable supply of raw materials. On the
other hand, the Group has enriched products’ structure, launched more high-
quality products that meet customers’ needs, and cooperated with powerful
distributors to actively increase the market share of our “Lao Heng He”
brand, market influence and customer loyalty. The Group always pays close
attention to and actively responds to the feedback and suggestions from
suppliers and customers, during the year ended 31 December 2025, there
were no significant or major disputes with our suppliers and/or customers.
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ENVIRONMENTAL, SOCIAL AND
GOVERNANCE

The Group continually reviews its environmental, social and governance
(“ESG”) efforts, corporate governance and risk management practices with
the aim of creating and delivering sustainable value to all stakeholders.
The Group has been exploring more efficient opportunities to reduce the
consumption of resources in order to reduce its impact on the environment.

A separate ESG report is expected to be published on the respective
websites of the Stock Exchange and the Company.

SUFFICIENCY OF PUBLIC FLOAT

As disclosed in the announcement of the Company dated 23 January 2026,
Mr. Mao Huixin (“Mr. Mao”) increased his shareholding to approximately
10.09% as indicated in the disclosure of interest form on 20 December
2025. The public float of the Company following the abovementioned event
and as at 31 December 2025 was approximately 23.27% which was below
25.00% of the total number of issued shares of the Company required to
be held by the public as prescribed by Rule 8.08(1)(a) of the Listing Rules.

As disclosed further in the announcement of the Company dated 4 March
2026, based on the disclosure of interest form filed on 3 March 2026 by
Mr. Mao, he disposed of 600,000 Shares, equivalent to approximately
0.1% of the total number of issued Shares of the Company on 3 March
2026. As a result, to the best knowledge of the Company, 193,080,900
Shares, representing approximately 33.36% of the total number of issued
Shares, are held by the public following Mr. Mao’s disposal and as at date
of this report. The minimum public float of the Company of 25.00% of the
total number of shares in issue as required by the Listing Rules has been
restored.

COMPLIANCE WITH LAWS AND
REGULATIONS

Save as disclosed in this report, during the year, so far as known to
the Directors, there was no non-compliance with any relevant laws and
regulations which would have a material impact on the Group.
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DIRECTORS’ REPORT
5

MATERIAL EVENTS AFTER THE WEHEBREARSEE
REPORTING PERIOD

There are no material subsequent events undertaken by the Company or R-ZE-_HAF+=-A=+—H% AR FIHAE
the Group after 31 December 2025. BB RNEEEIR o

AUDITORS = e

At the AGM of the Company held on 26 May 2025, it was approved that RARR R -_Z-—HAFHA -+ SHETHRE
Grant Thornton Hong Kong Limited was re-appointed as the auditors of the #EHE A S FHEHF (FE) StMEHSF AR A
Company for the year 2025, and the Board was authorised to determine aIEBE AR NG -_T - AFZHAM > MES
and approve their remunerations. There had been no changes in the SEREETMIEETH RBE=ZFRN AR
Company’s auditors in any of the preceding three years. 7] 1% BRI N 4B A (R 2 Fp o

The consolidated financial statements of the Group for the year ended 31 A&EBEHZE T -_AF+_A=+—HItFEZ
December 2025 have been audited by Grant Thornton Hong Kong Limited. 42 A SRR C BHHFE (F8) @M= EM AR
NEIEZ

On behalf of the Board REREZS

Huang Dachun BERE

Chairman SEE

Hong Kong, 30 March 2026 BB ZEZAF=RA=+H
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° Grant Thornton
2 [=]

To the members of Honworld Group Limited
(incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of Honworld Group
Limited (the “Company”) and its subsidiaries (together, the “Group”) set
out on pages 73 to 184, 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.

In our opinion, the consolidated financial statements give a true and fair
view of the consolidated financial position of the Group as at 31 December
2025, and of its consolidated financial performance and its consolidated
cash flows for the year then ended in accordance with IFRS Accounting
Standards as issued by the International Accounting Standards Board
(“lIASB”) and have been properly prepared in compliance with the disclosure
requirements of the Hong Kong Companies Ordinance.

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong Standards on
Auditing (‘HKSAs”) as issued by the HKICPA. Our responsibilities under
those standards are further described in the Auditor’s Responsibilities for
the Audit of the Consolidated Financial Statements section of our report.
We are independent of the Group in accordance with the HKICPA’s Code
of Ethics for Professional Accountants (the “Code”), as applicable to audits
of financial statements of public interest entities. We have also fulfilled our
other ethical responsibilities in accordance with the Code. We believe that
the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our opinion.

MATERIAL UNCERTAINTY RELATED TO
GOING CONCERN

We draw attention to note 2.2 to the consolidated financial statements,
which describes the principal conditions that raise doubt about the Group’s
ability to continue as a going concern. These events or conditions indicate
that a material uncertainty exists that may cast significant doubt on the
Group’s ability to continue as a going concern. Our opinion is not modified
in respect of this matter.
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FARETSZE

MRBFSESREBERMANERHE  RAHA
HENGAVBRENBARREZNFTE - %
FERRERMNYRSMBBRRFHEBEENR
HABRBETREN HMTERZSEHE
BERER -

KEY AUDIT MATTERS

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

Key Audit Matters
HARETSE

How our audit addressed the Key Audit Matters
HARFTFTSEEET PR NMELH

Existence for inventories

FEFE

We identified the existence for inventories as key audit matter
due to the significance of the balance to the consolidated
financial statements and the involvement of risks of material
misstatement.

The Group has a significant balance of inventories and needs
to maintain its inventories at an appropriate level to meet the
future market and production needs. As at 31 December
2025, the inventory balance of the Group was approximately
RMB568,643,000, representing approximately 56% of the
Group’s total assets. The majority of the inventories were the
work in progress which are base wine and base soy sauce
amounted approximately RMB549,048,000. The existence
of base wine and base soy sauce could not be easily
substantiated via physical observation since it was massive in
quantity and this needs involvement of laboratory examination
to validate its chemical contents.

The disclosures of inventory provision are included in note 19
to the consolidated financial statements.

BT EFESSNRAREFZE REASBBARY
HEMBRRMEBERL S REXEREAR -

EEEEAEFEAMESELBTRERTENEEURE
RKOTBREERRK - R ZE-_HF+-_A=+—08 &
SEETFESEHY A ARES68,643,0000T ' 16 EEEBE

EX56% BEABOGFEAERMEBALEER L2
#) 75 AR 549,048,0007T - R EB K EERBE R A E
TEERERBUBRIHEERS  BRHEBEREEHD
GETHBAEVEBERNRSEE -

FRAFERENRBEHINGES M B MRMT19 -

Our audit procedures in relation to the existence for inventories
included the following:

e discussed with management and understood the Group’s
internal controls over the inventories;

e observed the Group’s physical stock-counts at the end of
the current reporting period which covered the major types
of the Group’s inventories, and randomly selected certain
inventory samples (the “Inventory Samples”) during the
observation and assessed the laboratory examination
results of the chemical contents of the Inventory Samples
from an independent third-party examination agency (the
“Laboratory Examination Results”) engaged by us; and

e assessed the results regarding the independence and
competence of industry experts from the examination
agency (the “Experts”), and with the assistance of the
Experts assessed the reasonableness of (i) the input-
output ratios of the Group’s base wine with different
alcohol levels and base soy sauce, which represented the
proportional relations that exist between input volumes of
raw materials and output volumes of base wine and base
soy sauce, and (i) the Laboratory Examination Results.

BN FEFERTHRARFEENATSE

o HEHERMN®G TH BEREHFEARNPEE:

o HixE BESEEAEAREHIRNERBHE(RE &
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KEY AUDIT MATTERS (continued)

FAEEBTEEm

Key Audit Matter
BRESEE

How our audit addressed the Key Audit Matter
BRBISEEENTROMESHN

Provision for inventories

FERE

We identified the inventory provision as key audit matter due
to the significance of the balance to the consolidated financial
statements and the involvement of subjective judgement and
management estimates in inventory provision at the end of the
reporting period.

The Group has a significant inventory balance and needs
to maintain the majority of its base wine at an appropriate
level for a period over one year to meet the future production
needs. We focused on this area because the determination
of inventory provisions involved significant estimation of the
net realisable values (the “NRV”) of the inventories which
were influenced by assumptions concerning future sales and
usage and judgements in determining the appropriate level
of inventory provisions against identified surplus or obsolete
items.

The significant accounting judgements and estimates and
disclosures of inventory provision are included in notes 4.2(c)
and 19 to the consolidated financial statements.

BB FERERR SEREFFH  REASBAERY
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HIET & E IR E kAt o
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B I S R % A ET

ERGFEERENERTS
SRR E4.2(0) B 19 °

HHE R AT AR EHRGAY

Our audit procedures in relation to the inventory provision
included the following:

e obtained an understanding on the internal controls and
process over inventory provision and how management
estimates the provision for inventories;

e reviewed the ageing of the Group’s inventories;

e assessed the Group’s assumptions used in the inventory
provision calculation by reviewing the basis, the rationale
and the consistency of the inventory provision policy; and

e on a sampling basis, reviewed the NRV of inventories with
reference to selling prices achieved and cost to sell after
the financial year end.
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OTHER INFORMATION

The directors are responsible for the other information. The other
information comprises all the information in the 2025 annual report of the
Company, but does not include the consolidated financial statements and
our auditor’s report thereon.

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

In connection with our audit of the consolidated financial statements,
our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with the
consolidated financial statements or our knowledge obtained in the audit
or otherwise appears to be materially misstated. If, based on the work we
have performed, we conclude that there is a material misstatement of this
other information, we are required to report that fact. We have nothing to
report in this regard.

RESPONSIBILITIES OF DIRECTORS
FOR THE CONSOLIDATED FINANCIAL
STATEMENTS

The directors are responsible for the preparation of the consolidated
financial statements that give a true and fair view in accordance with
IFRS Accounting Standards as issued by the IASB 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 assisted by the Audit Committee are responsible for
overseeing the Group’s financial reporting process.
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AUDITOR’S RESPONSIBILITIES FOR
THE AUDIT OF THE CONSOLIDATED
FINANCIAL STATEMENTS

Our objectives are to obtain reasonable assurance about whether the
consolidated financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. We report our opinion solely to you, as
a body, in accordance with our agreed terms of engagements and for no
other purpose. We do not assume responsibility towards or accept liability
to any other person for the contents of this report.

Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with HKSAs will always detect a
material misstatement when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggregate, they
could reasonably be expected to influence the economic decisions of users
taken on the basis of these consolidated financial statements.

As part of an audit in accordance with HKSAs, we exercise professional
judgement and maintain professional skepticism throughout the audit. We
also:

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

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

° evaluate the appropriateness of accounting policies used and the

reasonableness of accounting estimates and related disclosures
made by the directors.
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INDEPENDENT AUDITOR’S REPORT

AUDITOR’S RESPONSIBILITIES FOR
THE AUDIT OF THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)

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

° evaluate the overall presentation, structure and content of the
consolidated financial statements, including the disclosures,
and whether the consolidated financial statements represent the
underlying transactions and events in a manner that achieves fair
presentation.

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

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

We also provide the Audit Committee with a statement that we have
complied with relevant ethical requirements regarding independence, and
to communicate with them all relationships and other matters that may
reasonably be thought to bear on our independence, and where applicable,
actions taken to eliminate threats or safeguards applied.
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AUDITOR’S RESPONSIBILITIES FOR
THE AUDIT OF THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)

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

Grant Thornton Hong Kong Limited
Certified Public Accountants

11" Floor, Lee Garden Two

28 Yun Ping Road

Causeway Bay

Hong Kong SAR

30 March 2026

Ng Ka Kong
Practising Certificate No.: PO6919
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS
AND OTHER COMPREHENSIVE INCOME

Ak o 18 i B LAt 2 i WAL i R

For the year ended 31 December 2025 HE L -—AF+-A=+—HIFE

2025 2024
ZEZAHF — T4
Notes RMB’000 RMB’000
B 5 AR¥ T ARETF T
Revenue WA 6.1 271,702 275,077
Cost of sales SHE A A (197,616) (202,011)
Gross profit EF 74,086 73,066
Other income and gains Hn g A R as 6.2 2,730 29,833
Selling and distribution expenses SHE MR X (82,190) (86,945)
Administrative expenses 1TEAX (28,385) (40,974)
Provision for impairment losses, net WA BB ETE 7 (6,261) (6,435)
Other expenses H % 8 (274,152) (285,258)
Finance costs A& B AR 10 (199,767) (199,851)
Loss before income tax BRATB R ATE R 9 (513,939) (516,564)
Income tax expense R 13 - =
Loss for the year FAEE (513,939) (516,564)
Loss per share attributable to ordinary ARAFEEEZFEA
equity holders of the Company EBEEREE
Basic and diluted (RMB) HEAREE(ARET) 15 (0.89) (0.89)
Loss for the year FAEE (513,939) (516,564)
Items that will be reclassified HEKEF > EEEENIER
subsequently to profit or loss
Exchange gain/(loss) on translation of MEBINET I SRR A
financial statements of foreign operations  [& i, U z5 (E518) (1,438)
Total comprehensive expense FRAEZHEHMAXERE
for the year (512,748) (5618,002)

The notes on pages 80 to 184 are an integral part of these consolidated

financial statements.
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CONSOLIDATED STATEMENT OF

FINANCIAL POSITION

f B A SIR D R

As at 31 December 2025 R=—FT-_AF+=-A=+—H

2025

—E_-RE

Notes RMB’000
Bt 5 AR¥TF T

ASSETS AND LIABILITIES
Non-current assets

Property, plant and equipment
Right-of-use assets

Other intangible assets

Prepayments, other receivables and other

BEREE
FRBEE
EREEE
HihEPEE

BN FOR - EthRSRIER

16 234,822
17(a) 44,361
18 180

21 2,040

281,403

assets Hfh &z
Current assets REBEE
Inventories T8
Trade receivables EWE 5 5IA

Prepayments, other receivables and

BNFOR - EthRSRIER

19 568,643
20 28,670

21 120,759
22 1,696
23 31
23 22,864

742,663

other assets HEM&EE
Amounts due from related companies JiE U A B A R OB
Pledged deposits EHEAER
Cash and cash equivalents RekBEEEYD
Current liabilities REEE
Trade payables JERTE S 5IR

Other payables and accruals
Amounts due to related companies

H A & SRR K e AT IR B
FES R BSE X A 5R0R

Amount due to immediate holding company &~ & % 1% I A &) I8

Interest-bearing bank and other borrowings

Tax payable

FEERITREMER
e IR

24 62,414
25 436,978
26 691
27 452
28 3,792,160

72,408

4,365,103

Net current liabilities

B EFE

(3,622,440)

Total assets less current liabilities

BREERRBEE

(3,341,037)
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2024
—ZTpuF
RMB’000
AREF T

249,592
45,661
447

2,455

298,155

586,086
25,220

134,348
21

191
6,346

752,212

58,038
452,136
1,107

463
3,309,947
72,408

3,894,099

(3,141,887)

(2,843,732



CONSOLIDATED STATEMENT OF

FINANCIAL POSITION
A o A 5 IR DL 3R

As at 31 December 2025 R—ZE-_RAF+=-_HF=+—H

2025 2024

—E-EHE —EomE

Notes RMB’000 RMB’000
B 5 AR¥T T AREET T

Non-current liabilities

FRBEME

Interest-bearing bank and other borrowings & 8 88 17 & £ b & X 28 980 1,393
Deferred government grants R RE TR 4 Bh 29 15,940 =
Provision for long service payment REBRG 2B E 6,335 6,419
23,255 7,812
Net liabilities BEFE (3,364,292) (2,851,544)
EQUITY xR
Share capital & A 30 1,767 1,767
Reserves fE 31 (3,366,059) (2,853,311)
Total deficit B4k 5 (3,364,292) (2,851,544)

Huang Dachun
BEAREF
Director

EE

The notes on pages 80 to 184 are an integral part of these consolidated

financial statements.

Li Qinghua
EE S
Director

EE
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CONSOLIDATED STATEMENT OF
CHANGES IN EQUITY

,&B/ﬁ‘jﬁgjﬁijﬁfgﬁbfié

For the year ended 31 December 2025 HZE — T - AF+ - A=+—HItFE

Attributable to ordinary equity holders of the Company
RARL@ERSE AN

Statutory  Exchange

Share Share Merger Capital surplus  fluctuation  Accumulated Total
capital premium reserve reserve reserve reserve losses deficit
EE EX
BRE  ROEE AOREE  EREE RHEEE  RDEE ZitBE BAAs
RMB'000 RMB'000 RMB'000  RMB'000  RMB'000  RMB'000 RMB'000  RMB'000
ARETL ARETT ARBTT ARETR ARSI ARETT ARETT ARETR
(note 31) (note 31) (note 31)
(MzE31)  (Bsks1)  (MaE3)
At 1 January 2024 RZE-NE-A—AH 1,767 817,201 (1,000)* 7,008 24,262 19,081*  (3,201,856)" (2,333,542
Loss for the year FRBE - - - - - - (516,564 (516,564)
Other comprehensive FRNAMPARY :
expense for the year:
Exchange difference on REBINETE
translation of financial REMELZE
statements of foreign
operations - - - - - (1,438) - (1,438)
Total comprehensive expense FA2H X 25
for the year - - - - - (1,438)  (616,564) (518,002)
At 31 December 2024 RZZZNE
+-A=+—H 1,767 817,201 (1,000) 7,008 24,262 17,643* (3,718,420) (2,851,544
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CONSOLIDATED STATEMENT OF
CHANGES IN EQUITY

f £ 35 B

For the year ended 31 December 2025 HE L -—AF+-A=+—HIFE

Attributable to ordinary equity holders of the Company

EAREREEREAEL
Statutory  Exchange
Share Share Merger Capital surplus fluctuation Accumulated Total
capital  premium reserve reserve reserve reserve losses deficit
EE EX

BRE  BROEE GHRE EBEXHE BHEE  RBRE ZitER  BALE
RMB'000 RMB'000 RMB’000 RMB’000 RMB’'000  RMB’000 RMB’000  RMB’000
ARBTE ARETRT ARBTR ARMTR ARBTRT ARBTR ARETR ARETR

(note 31)  (note 31)  (note 31)
(MaE31)  (HH&Es1)  (MEEs1)

At1 January 2025 R-Z-7%—F—H 1,767 817,201* (1,000 7,003  24262*  17,643* (3718420)  (2,851,544)

Loss for the year FRER - - - - - - (513,939 (513,939)

Other comprehensive income 4 A ft 2 2
for the year:

Exchange difference on BEBINEBIE
translation of financial BERMERZS
statements of foreign
operations

Total comprehensive income/  FRZE 4/ (%)
(expense) for the year B 1,191 (513,939) (512,748)

At 31 December 2025 R-ZE-RF
T=H=1—H 1,767  817,201* (1,000)* 7,003+ 24,262  18,834* (4,232,359)  (3,364,292)

= As at 31 December 2025, these reserve accounts comprise the consolidated ~ * R-E_RAF+_A=+—8 ZEHEEREE

reserves of a debit amount of RMB3,366,059,000 (2024: debit amount of BEVBRARANGEREELSBARE

RMB2,853,311,000) in the consolidated statement of financial position. 3,366,059,000 L (ZZ = F  {EL S BARE
2,853,311,0007%) °

The notes on pages 80 to 184 are an integral part of these consolidated 580 = 184 E i it A S 4R A M SRR — 285 ©
financial statements.

ZEMNBEARE AR —Z-_AFFR 77



CONSOLIDATED STATEMENT OF
CASH FLOWS
R Bl R

For the year ended 31 December 2025 HE L -—AF+-A=+—HIEFE

2025 2024
—E_RE —ZOF
Notes RMB’000 RMB’000
Bt 5E AR®T T AREET T
Cash flows from operating activities RETBNELSRE
Loss before income tax B FT1S B AT S 18 (513,939) (516,564)
Adjustments for: TR F| R IAFE
Depreciation of owned assets BEEEENE 16 26,912 28,202
Depreciation of right-of-use assets ERAREENE 17(a) 1,413 1,625
Finance costs A& B 10 199,767 199,851
Overdue interest expenses BEF S X 244,390 252,047
Interest income B U A 6.2 (5) (10)
Amortisation of other intangible assets Hh S 8 18 289 460
Write-off of other payables E th JE < FRIE M 8K 6.2 (1,000) -
Amortisation of deferred income on TR 7 B 3% 2E LA A\ 8 8
government grants 6.2 (630) -
(Gain)/Loss on disposals of property, HEWE - HERE
plant and equipment (Wezk), /548 6.2,8 (188) 389
Reversal of provision for loss on REFERREBERERD
unauthorised guarantees 6.2 (17,500)
Recovery of other receivables Uz [B] 5 R 0 S5 A L A 8 LR IR
previously written-off 6.2 (8,500)
Provision for impairment loss on trade FEWE 5B R EBERE
receivables 7 219
Provision for impairment loss on TR FRIE K E A e W SR IE
prepayment and other receivables B EIEEE 7 1,282
Provision for/(Reversal of) impairment loss [ U BB /A &) 5% T8 R (B B 18
on amounts due from related companies B, (B @) 7 95 (10)
Impairment loss on right-of-use assets FRAEEERERIE 7 557 789
Unrealised exchange difference REEH =50 (1,257) 1,092
Provision for inventories, net FEREFE 19 29 358
Written off of inventories FEMHE 7 4,652 4,155
Gain on lease termination B LW 6.2 (322) (170)
Operating cash flows before working LEESBIYRLERENE
capital changes (38,280) (52,285)
Decrease in inventories FERL 12,762 55,300
Increase in trade receivables FEUYE 5 SRIBIE AN (3,977) (4,664)
Decrease/(Increase) in prepayments, TR FIA « EAbEUGRIE K&
other receivables and other assets HihEERD () 13,407 (18,697)
(Increase)/Decrease in amounts due from & Yk BB 77 28 (38 hn) S5 4
related parties (1,770) 235
Increase in trade payables JESIE 5 5 IRE N 4,376 770
(Decrease)/Increase in other payables H b &< 5RIE R fEEH I8 B
and accruals CRA),/#hn (13,151) 18,599
Decrease in other long-term liabilities HRBEERS (84) (98)
Cash used in operations KERARSE (26,717) (840)
Interest received B W) B 5 10
Net cash used in operating activities BEZEAEFR 2 (26,712) (830)
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CONSOLIDATED STATEMENT OF
CASH FLOWS

GOHEemER

For the year ended 31 December 2025 HE — T - AF+ - A=+—BILFE

2025 2024
—EC-RE —ZOF
Notes RMB’000 RMB’000
Bt 5E AR®T T AREET T
Cash flows from investing activities RETBENELSRE
Purchase of property, plant and equipment EEE¥ % - = M & & (12,658) (20,144)
Decrease/(Increase) in pledged deposits BEFFETORD (35 m) 160 (60)
Additions to other intangible assets REHMEREE (22) -
Proceeds from disposal of property, HEWE  BEKKENEHRIE
plants and equipment 1,110 75
Government grants received 2 BB i B 16,570 =
Net cash from/(used in) investing activities R & EE i1~ (BF ) FHE % 5,160 (20,129)
Cash flows from financing activities AMETBNESRE
Proceeds from interest-bearing bank and 5t B 8817 M E b (& F P15 B
other borrowings 111,000 156,010
Repayment of interest-bearing bank and (B @&t B IR 1T M E b
other borrowings (69,000) (81,010)
Repayment of other liabilities EEEMEE = (50,000)
Interest paid BT B (3,665) (4,827)
Principal portion of lease payments HENRASED (1,040) (1,012)
Decrease in amounts due to related JE 1<} B Bt X B SR IE Rk >
companies (416) (542)
Net cash from financing activities BEEE TR F % 36,879 18,619
Net increase/(decrease) in cash and HERBRESEEYE M CHD)
cash equivalents FE (2,340)
Cash and cash equivalents at 1 January R—A—BNReERBEEEYD 10,124
Effect of foreign exchange rate changes EREHMTE (1,438)
Cash and cash equivalents at RT-ZBA=+—HWERERES
31 December ZEY 6,346

The notes on pages 80 to 184 are an integral part of these consolidated

financial statements.
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
Ao 7 B 2 R I

For the year ended 31 December 2025 HZE — T - AF+ - A=+—HItFE

1.

80

CORPORATE INFORMATION

Honworld Group Limited (the “Company”) was incorporated in the
Cayman Islands on 4 December 2012 as an exempted company with
limited liability under the Companies Law, Cap 22 (Law 3 of 1961,
as consolidated and revised) of the Cayman Islands. The Company’s
registered office address is Cricket Square, Hutchins Drive, P.O. Box
2681, Grand Cayman KY1-1111, Cayman Islands and its principal
place of business in Hong Kong is located at Room A5, 7/F, China
United Plaza, 1008 Tai Nan West Street, Kowloon, Hong Kong. The
shares of the Company have been listed on the Main Board of The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”)
since 28 January 2014 (the “Listing”).

The Company is an investment holding company. During the year, the
Company and its subsidiaries (the “Group”) were principally engaged
in the manufacture and sale of cooking wine as well as condiment
products under the brand name of “Lao Heng He” in the People’s
Republic of China (the “PRC”).

In the opinion of the directors, the immediate holding company and
the ultimate holding company of the Company are Wuxing City
Investment HK Company Limited* (‘Wuxing HK”) (‘= 8 35 1% (& 7#)
& R 2 7]) and Huzhou City Wuxing District State-owned Capital
Supervision and Management Service Centre (J5/1 T R ¥ (2 B 5 &
NESE S IR AR 7S AR D) respectively, which were established in Hong
Kong and the PRC respectively.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

% 0 U 5 A B

For the year ended 31 December 2025 HE — T - AF+ - A=+—BILFE

CORPORATE INFORMATION (continues) 1.

As at 31 December 2025 and 2024, the Company had direct and
indirect interests in its subsidiaries, all of which are private limited
liability companies (or, if registered outside Hong Kong, have
substantially similar characteristics to a private company incorporated
in Hong Kong). The particulars of principal subsidiaries are set out
below:

A aE R @
RZE—_RAFER—_FT-_NF+-_A=+—8"

RARRENBA R RS B R EEER
ZEWMB AR BILEGRAR (RMRE
BIEINER  MEEREB MR 2 AL E
ARIERER) - BBEEZZEWNEBARFBEH
FIEnT

Place of
incorporation/ Nominal value of Percentage of
establishment and issued/registered equity attributable
Name place of operations share capital to the Company Principal activities
B SLBS dt B BRT/ AN RE
A8 REEHE TR A EE BEEDL TEXK
Direct Indirect
=k ik
Lao Heng He Group Limited Hong Kong  Hong Kong Dollar (‘HK$)1 100 - Investment holding
ZEMEEFRAA 0 1T ((Exl) REZR
Huzhou Chenshi Tianniang Industrial PRC/Mainland China HK$14,250,000 - 100 Wholesale of condiment
Co., Limited* R/ E R 14,250,000/ 7T products
PNERABEXERA A FELIN R
Huzhou Chengde Trading Co., Limited" PRC/Mainland China Renminbi (‘RMB”) - 100 Wholesale of condiment
MK EE S BRATF hE/ B 1,200,000,000 products
AR (TAR%]) FELNRIA
1,200,000,000 7T
Zhejiang Changxing Sanhetang Trading PRC/Mainland China RMB500,000,000 - 100 Wholesale of condiment
Co., Limited (note () hE/hERE  AR¥500,000,0007 products
MIRE=MZE5ERNA () 90K m 1 3
Huzhou Laohenghe Brewery Co., Limited ~ PRC/Mainland China RMB11,000,000 - 100 Manufacture and sale of
(‘Huzhou Laohenghe’)* R/ B A o AR 11,000,000 7T condiment products
MM EERNBEERAA EEREEHRM
(FAMEERN])
Huzhou Laohenghe Wine Co., Limited* PRC/Mainland China RMB38,000,000 = 100 Manufacture and sale of
AMZERBEXERAR h B/t ER AR #38,000,0007 condiment products
e R SHE A m
Shanghai Laohenghe Marketing PRC/Mainland China RMB5,000,000 - 100  Dormant
Management Co., Ltd.* RE /AR AR 5,000,000 7 W EEERS
HEZENEHERERLA
Lao Henghe (Hangzhou) Trading Co., Ltd.* PRC/Mainland China RMB5,000,000 - 100 Dormant
ZER (M) BESBRAA B/ E AK#5,000,000 ¢ WEER
ZENEBEBSRAT —E_RFF®W 81



NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
Ao 7 B 2 R I

For the year ended 31 December 2025 HZE — T - AF+ - A=+—HItFE

1.

82

CcO

Notes:
(i)

*

RPORATE INFORMATION (continued)

Deregistered on 23 January 2025.

The English translation of the names of the companies established in
the PRC is for reference only. The official names of these companies
are in Chinese.

The consolidated financial statements for the year ended 31
December 2025 were approved for issue by the Board of Directors

on 30

March 2026.

SUMMARY OF MATERIAL
ACCOUNTING POLICIES

2.1

Basis of preparation

These annual consolidated financial statements have been
prepared in accordance with International Financial Reporting
Standards as issued by the International Accounting
Standards Board (“lIASB”), which collective term includes all
applicable individual IFRS accounting standards, International
Accounting Standards and Interpretations (“IFRS Accounting
Standards”).

The consolidated financial statements also comply with
the applicable requirements of the Hong Kong Companies
Ordinance and include the applicable disclosure requirements
of the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (“Listing Rules”).

The material accounting policies that have been used in the
preparation of these consolidated financial statements are
summarised below. These policies have been consistently
applied to all the years presented unless otherwise stated. The
adoption of new or amended IFRS Accounting Standards and
the impacts on the Group’s consolidated financial statements,
if any, are disclosed in note 3.

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

Honworld Group Limited Annual Report 2025

1.

A
e
0

*

AER @

R_E_RAF— A -_+=BHEH*M -

REPEBEKI ARG R ZEHRSE -
ZERAMER AR AR R -

HE-T-RF+-A=+—BILEENE
AMBHREREN - E-NFE=A=THKE
EEHERE -

EXRETBERBE

21

R

ZEFEEGMBBRIREERS
AEAZEE ((BRETEIEES )
i BRI E ER (BE2EE
A8 Bl B B B 7% 3R 5 & 5t E RN - BIBR
SRFEA R RENGHE - [ERY R
EEFEA DR -

REMBHRR T EREE QAR
ERRBERERTEBMEXIMER
REEFETRA(TEWRALD) &
REERE °

REZSEEMBHRRRHERANEKR
BRTEER T XX - FRIESFHEA -
BRZEBRRERAE2INMBEFE
ERER - AT ST B RS
BHREet BN RAEUAEEBREE R
BREROTE (WH) KK EIRE -

RAMBHRRDRELRAEERE -



NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

% 0 U 5 A B

For the year ended 31 December 2025 HE—E-—RF+—_A=+—HILFE

2. SUMMARY OF MATERIAL
ACCOUNTING POLICIES (continued)

2.1

2.2

Basis of preparation (Continued)

It should be noted that accounting estimates and assumptions
are used in preparation of consolidated financial statements.
Although these estimates are based on management’s best
knowledge and judgement of current events and actions,
actual results may ultimately differ from those estimates. The
areas involving a higher degree of judgement or complexity, or
areas where assumptions and estimates are significant to the
consolidated financial statements are disclosed in note 4.

The measurement bases are fully described in the accounting
policies below.

Going concern assumption

In preparing the consolidated financial statements, the directors
of the Company have given consideration to the future liquidity
of the Group in light of its net cash used in operating activities
of approximately RMB26,712,000 (2024: approximately
RMB830,000) and net loss of approximately RMB513,939,000
(2024: approximately RMB516,564,000) incurred for the year
ended 31 December 2025 and, as of that date, the Group
had net current liabilities of approximately RMB3,622,440,000
(2024 approximately RMB3,141,887,000), capital deficiency
of approximately RMB3,364,292,000 (2024: approximately
RMB2,851,544,000) and accumulated losses of approximately
RMB4,232,359,000 (2024: approximately RMB3,718,420,000),
respectively.

As at 31 December 2025, the Group’s total borrowings
comprising interest-bearing bank and other borrowings
amounting to approximately RMB3,793,140,000 (2024:
approximately RMB3,311,340,000), of which current
borrowings amounted to approximately RMB3,792,160,000
(2024: approximately RMB3,309,947,000) and approximately
RMB1,919,775,000 (2024: approximately RMB1,822,775,000)
in principal amount were overdue as disclosed in note 28 to
the consolidated financial statements, while its cash and cash
equivalents amounted to approximately RMB22,864,000 (2024
approximately RMB6,346,000).

2. EREFHREME @

2.1

2.2

ZEMBERR QA

RBEZE ()

ééi%%%%#?ﬁﬁﬁ%i&ﬁﬁﬁﬁﬁﬁ
A ABRR -BEUSTHIIE
REREEHE ﬁﬁ%ﬁ&ﬁ@ﬁzﬂ%%%
Mk EERERRRAEEZ
FhEH AR o P R H 2R REEE
BadBEREFEEAMBHRRE
BRI ERH 4 HEE

APEEERUTEFEREEmMA -

HELERR

EA REREHBREN EREBEZ
—REFE+-A=+—HBLEEER
EEEHmAReFENAR

’55267120007E(f7fﬂi 2 A

R #830,000T) RELBEFELY

AR %513,939,0007t (=T =0 & :

4 N R #516,564,0007T) @ M E & #%

EI$'§IE’ML§J5%L/¥@%’U/\E%

3,622,440,000 L (ZZTZUF : HAR

#3,141,887,0007T) * EARB AL A A

R % 3,364,292,000 7T (ZF Z U4 : 47

AR #2,851,544,0007T) & 25 18

4 NR#4,232,359,0007T (= F — 0

F ) AR¥E3,718,420,0007T) @ KA

RESEEBERNEBZARRDES °

RZE_RAF+_A=+—H &%
EfEResE (BEFBRITREAMmE
) #) AR ¥3,793,140,000 7T (= =
—PO4E - Y AR 3,311,340,000 L)
BANER A IS SRR I sE28 T FE - B
f T ED 8 SR AI A R #8,792,160,000 7T
—ZT_UEF 4 AR 3,309,947,000
7T) R ¥ AR #1,919,775,000 7T (==
& AR #A1,822,775,0007T)
WASHEERS MEBESERESE
B4 A AR 22,864,0007T (==
— P& 4 AR#6,346,0007T) ©
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2.

84

SUMMARY OF MATERIAL
ACCOUNTING POLICIES (continued)

2.2 Going concern assumption (Continued)

Despite of these circumstances, the consolidated financial
statements have been prepared on a going concern basis
on the assumption that the Group is able to operate as a
going concern for the foreseeable future. In the opinion of the
directors of the Company, the Group can meet its financial
obligations as and when they fall due within the next year from
the end of the reporting period, after taking into consideration
of the measures and arrangements that the Group has
implemented or is in the process of implementing as detailed
below:

° The immediate holding company, Wuxing HK, has
undertaken to provide continuing financial support to
the Group for a period of twelve months from the date
of approval of the consolidated financial statements by
the directors in order to maintain the Group as a going
concern;

° The Group is in negotiation with financial institutions
for the renewals of the Group’s short-term borrowings
upon expiry, new borrowings and applying for future
credit facilities. Up to the date of approval of these
consolidated financial statements, the Group’s major
lenders, Huzhou Wuxing City Investment Development
Group Co., Ltd. (MR EHE MK ELEREEFR A
a)) (“GH N R B T R E ), Huzhou Wuxing Nantaihu
Construction Investment Group Co., Ltd. (4 /I = £
AAMEREEESEEGR AR (formerly known as
MMREEARREZREEFRAA) (“BAM”) and
Huzhou Husheng Financial Leasing Co., Ltd. (8 J 5
BRREHERRAA) (“HERBE") have shown the
positive support on the Group by not requiring the Group
to repay the loan of approximately RMB457,770,000,
RMB2,630,678,000 and RMB392,478,000 (2024:
approximately RMB376,788,000, RMB2,315,145,000
and RMB339,637,000) respectively and has undertaken
to provide new financing facilities of RMB700,000,000
(2024: RMB450,000,000) for a period of twelve months
from the date of approval of these consolidated financial
statements. Therefore, the directors of the Company
are confident that the entire borrowings can be renewed
upon expiration and future credit facilities can be applied
based on the Group’s past experience and credit history;
and
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
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For the year ended 31 December 2025 HE — T - AF+ - A=+—BILFE

2. SUMMARY OF MATERIAL
ACCOUNTING POLICIES (continued)

2.2 Going concern assumption (Continued) 2.2 FEKE/RFKR @

2. EREFHREME @

° The directors have evaluated all the relevant facts
available to them and made a business plan to improve
its liquidity by (i) monitoring the production activities
in order to fulfill the forecast production volume and
meet sales forecast, (ii) taking measures to tighten cost
controls over various production costs and expenses,
and (jii) any feasible financial arrangement.

The directors of the Company have reviewed the Group’s
cash flows forecast, prepared by management which covers a
period of twelve months from the end of the reporting period.
They are of the opinion that, taking into account the above-
mentioned plans and measures, the Group will have sufficient
cash resources to satisfy its working capital and other financial
obligations for the next twelve months from the end of the
reporting period after having taken into account of the Group’s
projected cash flows, current financial resources and capital
expenditure requirements with respect to the production
facilities and development of its business. Accordingly, the
directors are of the opinion that it is appropriate to prepare the
consolidated financial statements of the Group for the year
ended 31 December 2025 on a going concern basis.

Notwithstanding the above, significant uncertainties exist as
to whether the management of the Company will be able to
achieve its plans and measures as described above. Whether
the Group will be able to continue as a going concern would
depend upon the Group’s ability to generate adequate
financing and operating cash flows in the near future and obtain
the continuous financial support from its immediate holding
company and major lenders.

Should the going concern assumption be inappropriate,
adjustments may have to be made to write down the carrying
values of assets to their recoverable amounts, to provide for
any further liabilities that 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 the consolidated financial
statements.
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2. SUMMARY OF MATERIAL

86

ACCOUNTING POLICIES (continued)

2.3 Basis of consolidation

The consolidated financial statements include the financial
statements of the Group for the year ended 31 December
2025. A subsidiary is an entity (including a structured entity),
directly or indirectly, controlled by the Company. Control is
achieved when the Group is exposed, or has rights, to variable
returns from its involvement with the investee and has the ability
to affect those returns through its power over the investee (i.e.,
existing rights that give the Group the current ability to direct
the relevant activities of the investee).

When the Company has, directly or indirectly, less than a
majority of the voting or similar rights of an investee, the Group
considers all relevant facts and circumstances in assessing
whether it has power over an investee, including:

(@  the contractual arrangement with the other vote holders
of the investee;

(b)  rights arising from other contractual arrangements; and
(c)  the Group’s voting rights and potential voting rights.

The financial statements of the subsidiaries are prepared for
the same reporting period as the Company, using consistent
accounting policies. The results of subsidiaries are consolidated
from the date on which the Group obtains control and continue
to be consolidated until the date that such control ceases.

Profit or loss and each component of other comprehensive
income are attributed to the owners of the Company of the
Group and to the non-controlling interests, even if this results in
the non-controlling interests having a deficit balance. All intra-
group assets and liabilities, equity, income, expenses and cash
flows relating to transactions between members of the Group
are eliminated in full on consolidation.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

% 0 U 5 A B

For the year ended 31 December 2025 HE — T - AF+ - A=+—BILFE

2. SUMMARY OF MATERIAL
ACCOUNTING POLICIES (continued)

2.3

2.4

Basis of consolidation (Continued)

The Group reassesses whether or not it controls an investee if
facts and circumstances indicate that there are changes to one
or more of the three elements of control described above. A
change in the ownership interest of a subsidiary, without a loss
of control, is accounted for as an equity transaction.

If the Group loses control over a subsidiary, it derecognises (i)
the assets (including goodwill) and liabilities of the subsidiary,
(i) the carrying amount of any non-controlling interest and (iii)
the cumulative translation differences recorded in equity; and
recognises (i) the fair value of the consideration received, (i)
the fair value of any investment retained and (i) any resulting
surplus or deficit in profit or loss. The Group’s share of
components previously recognised in other comprehensive
income is reclassified to profit or loss or retained profits, as
appropriate, on the same basis as would be required if the
Group had directly disposed of the related assets or liabilities.

Foreign currency translation

The consolidated financial statements are presented in RMB,
which is also the functional currency of the Company.

In the individual financial statements of the consolidated
entities, foreign currency transactions are translated into the
functional currency of the individual entity using the exchange
rates prevailing at the dates of the transactions. At the
end of the reporting period, monetary assets and liabilities
denominated in foreign currencies are translated at the foreign
exchange rates ruling at that date. Foreign exchange gains and
losses resulting from the settlement of such transactions and
from the retranslation of monetary assets and liabilities at the
end of the reporting period are recognised in profit or loss.

Non-monetary items carried at fair value that are denominated
in foreign currencies are retranslated at the rates prevailing on
the date when the fair value was determined. Non-monetary
items that are measured in terms of historical cost in a foreign
currency are not retranslated (i.e. only translated using the
exchange rates at the transaction date). When a fair value
gain or loss on a non-monetary item is recognised in profit
or loss, any exchange component of that gain or loss is also
recognised in profit or loss. When a fair value gain or loss on
a non-monetary item is recognised in other comprehensive
income, any exchange component of that gain or loss is also
recognised in other comprehensive income.
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For the year ended 31 December 2025 HZE — T - AF+ - A=+—HItFE

2. SUMMARY OF MATERIAL

88

ACCOUNTING POLICIES (continued)

2.4 Foreign currency translation (Continued)

In the consolidated financial statements, all individual financial
statements of foreign operations, originally presented in a
currency different from the Group’s presentation currency,
have been converted into RMB. Assets and liabilities have
been translated into RMB at the closing rates at the end of the
reporting period. Income and expenses have been converted
into the RMB at the exchange rates ruling at the transaction
dates, or at the average rates over the reporting period
provided that the exchange rates do not fluctuate significantly.
Any differences arising from this procedure have been
recognised in other comprehensive income and accumulated
separately in the translation reserve in equity.

Goodwill and fair value adjustments arising on the acquisition
of a foreign operation on or after 1 January 2005 have been
treated as assets and liabilities of the foreign operation and
translated into RMB at the rates prevailing at the end of the
reporting period. Goodwill arising on the acquisitions of foreign
operations before 1 January 2005 is translated at the foreign
exchange rate that applied at the date of acquisition of the
foreign operation.

On the disposal of a foreign operation (i.e., a disposal of the
Group’s entire interest in a foreign operation, or a disposal
involving loss of control over a subsidiary that includes a foreign
operation, or loss of significant influence over an associate that
includes a foreign operation), all of the accumulated exchange
differences in respect of that operation attributable to the Group
are reclassified to profit or loss. Any exchange differences that
have previously been attributed to non-controlling interests are
derecognised, but they are not reclassified to profit or loss.

In the case of a partial disposal (i.e., no loss of control) of a
subsidiary that includes a foreign operation, the proportionate
share of accumulated exchange differences are re-attributed
to non-controlling interests and are not recognised in profit
or loss. For all other partial disposals (i.e. partial disposal of
associates not involving a change of accounting basis), the
proportionate share of the accumulated exchange differences
is reclassified to profit or loss.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
Ao 7 B R B

For the year ended 31 December 2025 HE—E-—RF+—_A=+—HILFE

2. SUMMARY OF MATERIAL 2. EXETHEHREw

ACCOUNTING POLICIES (continued)

2.5 Property, plant and equipment 25 ¥ - BWEKFZE

Property, plant and equipment (other than construction
in progress as described below) are initially recognised at
acquisition cost or manufacturing cost, including any cost
directly attributable to bringing the assets to the location and
condition necessary for them to be capable of operating in the
manner intended by the Group’s management, including costs
of testing whether the related assets are functioning properly.
They are subsequently stated at cost less accumulated
depreciation and accumulated impairment losses, if any.

Properties in the course of construction for production,
supply or administrative purposes are carried at cost, less
any recognised impairment loss. Costs include professional
fees and, for qualifying assets, borrowing costs capitalised
in accordance with the Group’s accounting policy. Such
properties are classified to the appropriate categories of
property, plant and equipment when completed and ready for
intended use. Depreciation of these assets, on the same basis
as other property assets, commences when the assets are
ready for their intended use.

Depreciation is recognised so as to write off the cost of assets,
other than construction in progress, less their residual values
over their estimated useful lives, using the straight-line method,
as follows:

Buildings 5%
Machinery and equipment 5% to 20%
Furniture and fixtures 20% to 33'/5%
Motor vehicles 20%

Leasehold improvements Over the lease terms

Accounting policy for depreciation of right-of-use assets is set
outin note 2.13.

Estimates of residual value and useful life are reviewed, and
adjusted if appropriate, at the end of each reporting period.
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For the year ended 31 December 2025 HE—ZE-—RAF+—_A=+—HILFE

2. SUMMARY OF MATERIAL

90

ACCOUNTING POLICIES (continued)

2.5 Property, plant and equipment (Continued)

Gain or loss arising on retirement or disposal is determined as
the difference between the sales proceeds and the carrying
amount of the asset and is recognised in profit or loss.

Subsequent costs are included in the asset’s carrying amount
or recognised as a separate asset, as appropriate, only when
it is probable that future economic benefits associated with
the item will flow to the Group and the cost of the item can
be measured reliably. The carrying amount of the replaced
part is derecognised. All other costs, such as repairs and
maintenance, are charged to profit or loss during the financial
period in which they are incurred.

Construction in progress represents property, plant and
equipment under construction, which are stated at cost
less any impairment losses, and are not depreciated. Cost
comprises the direct costs of construction during the period
of construction. Construction in progress is reclassified to the
appropriate category of property, plant and equipment when
completed and ready for use.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
Ao 7 B R B

For the year ended 31 December 2025 HE—E-—RF+—_A=+—HILFE

2. SUMMARY OF MATERIAL 2. EREFTHEREME @

ACCOUNTING POLICIES (continued)

2.6 Intangible assets (other than goodwill) and

6 BEREE (BRI KT

research and development activities
Intangible assets (other than goodwill)

Acquired intangible assets are recognised initially at cost.
After initial recognition, intangible assets with finite useful lives
are carried at cost less accumulated amortisation and any
accumulated impairment losses. Amortisation for intangible
assets with finite useful lives is provided on straight-line basis
over their estimated useful lives. Amortisation commences
when the intangible assets are available for use. The following
useful lives are applied:

Computer software 5 years

Intangible assets with indefinite useful lives are carried at cost
less any subsequent accumulated impairment losses.

The assets’ amortisation methods and useful lives are
reviewed, and adjusted if appropriate, at the end of each
reporting period.

Intangible assets, with finite and indefinite useful lives, are
tested for impairment as described below in note 2.18.

Research and development costs

Costs associated with research activities are expensed in
profit or loss as they incur. Costs that are directly attributable
to development activities are recognised as intangible
assets provided they meet the all of the following recognition
requirements:

(i) demonstration of technical feasibility of the prospective
product for internal use or sale;

(i) there is intention to complete the intangible asset and
use or sell it;

(i) ~ the Group’s ability to use or sell the intangible asset is
demonstrated;

(iv)  the intangible asset will generate probable economic
benefits through internal use or sale;
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For the year ended 31 December 2025 HE—ZE-—RAF+—_A=+—HILFE

2. SUMMARY OF MATERIAL
ACCOUNTING POLICIES (continued)

2.6 Intangible assets (other than goodwill) and
research and development activities (Continued)

Research and development costs (Continued)

(v)  sufficient technical, financial and other resources are
available for completion; and

(v)  the expenditure attributable to the intangible asset can
be reliably measured.

Direct costs include employee costs incurred on development
activities along with an appropriate portion of relevant
overheads. The costs of development of internally generated
software, products or knowhow that meet the above
recognition criteria are recognised as intangible assets. They
are subject to the same subsequent measurement method as
acquired intangible assets.

All other development costs are expensed as incurred.

2.7 Financial instruments
Recognition and derecognition

Financial assets and financial liabilities are recognised when
the Group becomes a party to the contractual provisions of the
financial instrument.

Financial assets are derecognised when the contractual rights
to the cash flows from the financial asset expire, or when the
financial asset and substantially all of its risks and rewards
are transferred. A financial liability is derecognised when it is
extinguished, discharged, cancelled or expires.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
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For the year ended 31 December 2025 HE—E-—RF+—_A=+—HILFE

2. SUMMARY OF MATERIAL 2. EREFTHEREME @

ACCOUNTING POLICIES (continued)

2.7 Financial instruments (Continued) 2.7 €T B @

Financial assets
Classification and initial measurement of financial assets

Except for those trade receivables that do not contain a
significant financing component and are measured at the
transaction price in accordance with IFRS 15 “Revenue from
Contracts with Customers” (‘IFRS 15”), all financial assets are
initially measured at fair value, in case of a financial asset not
at fair value through profit or loss (‘FVTPL”), plus transaction
costs that are directly attributable to the acquisition of the
financial asset. Transaction costs of financial assets carried at
FVTPL are expensed in the consolidated statement of profit or
loss and other comprehensive income.

Financial assets, other than those designated and effective
as hedging instruments, are classified into the following
categories:

—  amortised cost; or
—  FVTPL
The classification is determined by both:

—  the entity’s business model for managing the financial
asset; and

— the contractual cash flow characteristics of the financial
asset.

All income and expenses relating to financial assets that are
recognised in profit or loss are presented within “other income
and gains” or “finance costs”, except for expected credit losses
(“ECLs”) of financial assets which is presented within “provision
for impairment losses, net”.
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NOTES TO THE CONSOLIDATED
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For the year ended 31 December 2025 HZE — T - AF+ - A=+—HItFE

2. SUMMARY OF MATERIAL 2. EXETHEHREw

ACCOUNTING POLICIES (continued)

2.7 Financial instruments (Continued) 2.7 €T B @

94

Financial assets (Continued) TEtE E (F)
Subsequent measurement of financial assets TREEREE
Debt investments EERE

Financial assets at amortised cost

Financial assets are measured at amortised cost if the assets
meet the following conditions (and are not designated as
FVTPL):

—  they are held within a business model whose objective
is to hold the financial assets and collect its contractual
cash flows; and

— the contractual terms of the financial assets give rise
to cash flows that are solely payments of principal and
interest on the principal amount outstanding.

After initial recognition, these are measured at amortised cost
using the effective interest method. Interest income from these
financial assets is included in “other income and gains” in profit
or loss. Discounting is omitted where the effect of discounting
is immaterial. The Group’s bank balances and cash, pledged
deposits, trade and other receivables and amounts due from
related companies fall into this category of financial instruments.

Financial assets at FVTPL

Financial assets that are held within a different business model
other than “hold to collect” or “hold to collect and sell’ are
categorised at FVTPL. Further, irrespective of business model,
financial assets whose contractual cash flows are not solely
payments of principal and interest are accounted for at FVTPL.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
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For the year ended 31 December 2025 HE—E-—RF+—_A=+—HILFE

2. SUMMARY OF MATERIAL 2. EREFTHEREME @

ACCOUNTING POLICIES (continued)

2.7 Financial instruments (Continued) 2.7 €T B @

Financial assets (Continued)
Subsequent measurement of financial assets (Continued)
Equity investments

An investment in equity securities is classified as FVTPL
unless the equity investment is not held for trading purposes
and on initial recognition of the investment, the Group elects
to designate the investment at FVOCI (non-recycling) such
that subsequent changes in fair value are recognised in
other comprehensive income and accumulated in “fair value
reserve — non-recycling” in equity. Such elections are made
on an instrument-by-instrument basis, but only be made if
the investment meets the definition of equity from the issuer’s
perspective.

The equity instruments at FVOCI are not subject to impairment
assessment. The cumulative gain or loss in “fair value reserve
— non-recycling” will not be reclassified to profit or loss upon
disposal of the equity investments, and will be transferred to
retained earnings.

Dividends from these investments in equity instruments are
recognised in profit or loss when the Group’s right to receive
the dividends is established, unless the dividends clearly
represent a recovery of part of the cost of the investment.
Dividends are included in the “other income and gains” in profit
or loss.
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For the year ended 31 December 2025 HZE — T - AF+ - A=+—HItFE

2. SUMMARY OF MATERIAL 2. EREFTHEREME @

ACCOUNTING POLICIES (continued)

2.7 Financial instruments (Continued)
Financial liabilities
Classification and measurement of financial liabilities

The Group’s financial liabilities include trade and other
payables, amounts due to related companies, amount due to
immediate holding company and interest-bearing bank and
other borrowings (included lease liabilities).

Financial liabilities (other than lease liabilities) are initially
measured at fair value, and, where applicable, adjusted for
transaction costs unless the Group designated a financial
liability at FVTPL.

Subsequently, financial liabilities (other than lease liabilities) are
measured at amortised cost using the effective interest method
except for derivatives and financial liabilities designated at
FVTPL, which are carried subsequently at fair value with gains
or losses recognised in profit or loss.

All interest-related charges and, if applicable, changes in an
instrument’s fair value that are reported in profit or loss are
included within “finance costs” or “other income and gains”.

Accounting policies of lease liabilities are set out in note 2.13.

Trade and other payables

Trade and other payables are recognised initially at their fair
value and subsequently measured at amortised cost, using the
effective interest method.

96 Honworld Group Limited Annual Report 2025

2.7 €T B @

AR
PHEES AR E

AEENEREEESS f’f K E A FE
DE/SEE VHF%%%’A KA EBNE
BER OENE Jrgfi TIA B Eo Al
Fti”(’j?ﬁﬂ,éﬁﬁ)

cHBEE(HEBERIN VLZUAF
BitE R(WER) R SHAET
HE BRIFEAEEETcREBEER
FEFFABZEFERIERGR ©

Btk SRLE R GRER &R KA
B R SOR B RS B - MR
BAFHAARBHITETAR SR
£ A2 TEE (TR M 8 - I8
S AJRR -

i BRI B4R B B0 B LA R (@)
ElNT BN TAATERDHH
L CESETETTON ST

HERBENSFTRRANRME2.13

B9 RAMEITHE
B 5 R A M RAN S REATE
R Bk R IR ORI
AitE -



NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
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For the year ended 31 December 2025 HE—E-—RF+—_A=+—HILFE

2. SUMMARY OF MATERIAL 2. EREFTHEREME @

ACCOUNTING POLICIES (continued)

2.7 Financial instruments (Continued) 2.7 €T B @

Financial liabilities (Continued)

Interest-bearing bank and other borrowings (other than lease
liabilities)

Interest-bearing bank and other borrowings (other than lease
liabilities) are recognised initially at fair value, net of transaction
costs incurred. Interest-bearing bank and other borrowings
(other than lease liabilities) are subsequently stated at amortised
cost; any difference between the proceeds (net of transaction
costs) and the redemption value is recognised in profit or loss
over the period of the borrowings using the effective interest
method.

Interest-bearing bank and other borrowings (other than lease
liabilities) are classified as current liabilities unless as at the
end of the reporting period, the Group has a right to defer
settlement of the liability for at least twelve months after the
end of the reporting period.

Offsetting financial instruments

Financial assets and liabilities are offset and the net amount
reported in the consolidated statement of financial position
when there is a legally enforceable right to offset the
recognised amounts and there is an intention to settle on a net
basis or realise the asset and settle the liability simultaneously.
The legally enforceable right must not be contingent on future
events and must be enforceable in the normal course of
business and in the event of default, insolvency or bankruptcy
of the company or the counterparty.
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For the year ended 31 December 2025 HZE — T - AF+ - A=+—HItFE

2. SUMMARY OF MATERIAL 2. EREFTHEREME @

ACCOUNTING POLICIES (continued)

2.8 Impairment of financial assets

IFRS 9’s impairment requirements use forward-looking
information to recognise ECL — the “ECL model”. Instruments
within the scope included loans and other debt-type financial
assets measured at amortised cost and trade receivables.

The Group considers a broader range of information when
assessing credit risk and measuring ECL, including past events,
current conditions, reasonable and supportable forecasts that
affect the expected collectability of the future cash flows of the
instrument.

In applying this forward-looking approach, a distinction is made
between:

— financial instruments that have not deteriorated
significantly in credit quality since initial recognition or
that have low credit risk (“Stage 1”); and

— financial instruments that have deteriorated significantly
in credit quality since initial recognition and whose credit
risk is not low (“Stage 2”).

“Stage 3” would cover financial assets that have objective
evidence of impairment at the end of the reporting period.

“12-month ECL” are recognised for the Stage 1 category while

“lifetime ECL” are recognised for the Stage 2 category.

Measurement of the ECL is determined by a probability-
weighted estimate of credit losses over the expected life of the
financial instrument.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
Ao 7 B R B

For the year ended 31 December 2025 HE—E-—RF+—_A=+—HILFE

2. SUMMARY OF MATERIAL 2. EREFTHEREME @

ACCOUNTING POLICIES (continued)

2.8 Impairment of financial assets (Continued)

2.8 eMEERE @

Trade receivables

For trade receivables, the Group applies a simplified approach
in calculating ECL and recognises a loss allowance based on
lifetime ECL at the end of each reporting period. These are the
expected shortfalls in contractual cash flows, considering the
potential for default at any point during the life of the financial
assets. In calculating the ECL, the Group has established
a provision matrix that is based on its historical credit loss
experience and external indicators, adjusted for forward-looking
factors specific to the debtors and the economic environment.

To measure the ECL, trade receivables have been grouped
based on shared credit risk characteristics and the days past
due.

Other financial assets measured at amortised
cost

The Group measures the loss allowance for other receivables
equal to 12-month ECL, unless when there has been a
significant increase in credit risk since initial recognition, in
which case the Group recognises lifetime ECL. The assessment
of whether lifetime ECL should be recognised is based on
significant increase in the likelihood or risk of default occurring
since initial recognition.
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2. SUMMARY OF MATERIAL

100

ACCOUNTING POLICIES (continued)

2.8 Impairment of financial assets (Continued)

Other financial assets measured at amortised
cost (Continued)

In assessing whether the credit risk has increased significantly
since initial recognition, the Group compares the risk of a
default occurring on the financial assets at the end of the
reporting period with the risk of default occurring on the
financial assets at the date of initial recognition. In making
this assessment, the Group considers both quantitative and
qualitative information that is reasonable and supportable,
including historical experience and forward-looking information
that is available without undue cost or effort.

In particular, the following information is taken into account
when assessing whether credit risk has increased significantly:

— an actual or expected significant deterioration in the
financial instrument’s external (if available) or internal
credit rating;

—  significant deterioration in external market indicators of
credit risk, e.g. a significant increase in the credit spread,
the credit default swap prices for the debtor;

—  existing or forecast adverse changes in regulatory,
business, financial, economic conditions, or technological
environment that are expected to cause a significant
decrease in the debtor’s ability to meet its debt
obligations; and

— an actual or expected significant deterioration in the
operating results of the debtor.

Irrespective of the outcome of the above assessment, the
Group presumes that the credit risk has increased significantly
since initial recognition when contractual payments are more
than 30 days past due, unless the Group has reasonable and
supportable information that demonstrates otherwise.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
Ao 7 B R B

For the year ended 31 December 2025 HE—E-—RF+—_A=+—HILFE

2. SUMMARY OF MATERIAL 2. EXETHEHREw

ACCOUNTING POLICIES (continued)

2.8 Impairment of financial assets (Continued)

2.8 eMEERE @

Other financial assets measured at amortised
cost (Continued)

Despite the aforegoing, the Group assumes that the credit
risk on a debt instrument has not increased significantly since
initial recognition if the debt instrument is determined to have
low credit risk at the end of each reporting period. A debt
instrument is determined to have low credit risk if it has a low
risk of default, the borrower has strong capacity to meet its
contractual cash flow obligations in the near term and adverse
changes in economic and business conditions in the longer
term may, but will not necessarily, reduce the ability of the
borrower to fulfill its contractual cash flow obligations.

For internal credit risk management, the Group considers an
event of default occurs when information developed internally
or obtained from external sources indicates that the debtor is
unlikely to pay its creditors, including the Group, in full (without
taking into account any collateral held by the Group).

Detailed analysis of the ECL assessment of trade receivables
and other financial assets measured at amortised cost are set
out in note 38.2.

Financial guarantee contracts

For a financial guarantee contract, the Group is required to
make payments only in the event of a default by the debtor in
accordance with the terms of the instrument that is guaranteed.
Accordingly, the ECL is the present value of the expected
payments to the holder for a credit loss that it incurs less any
amounts that the Group expects to receive from the holder, the
debtor or any other party.
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For the year ended 31 December 2025 HZE — T - AF+ - A=+—HItFE

2. SUMMARY OF MATERIAL
ACCOUNTING POLICIES (continued)

102

29

Inventories

Inventories are carried at the lower of cost and net realisable
value. Net realisable value is the estimated selling price in
the ordinary course of business less the estimated cost of
completion and applicable selling expenses. For condiment
products, cost is determined using the weighted average
basis, and in the case of work in progress and finished goods,
comprise direct materials, direct labour and an appropriate
proportion of overheads. It excludes borrowing costs.

When inventories are sold, the carrying amount of those
inventories is recognised as an expense in the period in which
the related revenue is recognised. The amount of any write-
down of inventories to net realisable value and all losses of
inventories are recognised as an expense in the period the
write-down or loss occurs. The amount of any reversal of write-
down of inventories is recognised as a reduction in the amount
of inventories recognised as an expense in the period in which
the reversal occurs.

2.10Cash and cash equivalents

Cash and cash equivalents include cash at bank and in
hand, demand deposits with banks and short term highly
liquid investments with original maturities of three months or
less that are readily convertible into known amounts of cash
and which are subject to an insignificant risk of changes in
value. For the purpose of the consolidated statement of cash
flows presentation, cash and cash equivalents include bank
overdrafts which are repayable on demand and form an integral
part of the Group’s cash management.

2.11 Contract liabilities

A contract liability is recognised when the customer pays
consideration before the Group recognises the related revenue
(see note 2.16). A contract liability would also be recognised if
the Group has an unconditional right to receive consideration
before the Group recognises the related revenue. In such
cases, a corresponding receivable would also be recognised
(see note 2.7).
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
Ao 7 B R B

For the year ended 31 December 2025 HE—E-—RF+—_A=+—HILFE

2. SUMMARY OF MATERIAL 2. EXETHEHREw

ACCOUNTING POLICIES (continued)

2.12Financial guarantees issued

2,120 3 H B i IE R

A financial guarantee contract is a contract that requires the
issuer (or guarantor) to make specified payments to reimburse
the holder for a loss it incurs because a specified debtor fails
to make payment when due in accordance with the terms of a
debt instrument.

Where the Group issues a financial guarantee, the fair value
of the guarantee is initially recognised as deferred income
within “trade and other payables”. The fair value of financial
guarantees is determined based on the present value of the
difference in cash flows between the contractual payments
required under the debt instruments and the payments that
would be required without the guarantee, or the estimated
amount that would be payable to a third party for assessing the
obligations. Where consideration is received or receivable for
the issuance of the guarantee, the consideration is recognised
in accordance with the Group’s policies applicable to that
category of asset. Where no such consideration is received or
receivable, an immediate expense is recognised in profit or loss
on initial recognition of any deferred income.

Subsequently, financial guarantees are measured at the higher
of the amount determined in accordance with ECL under IFRS
9 as set out in note 2.8 and the amount initially recognised
less, where appropriate, the cumulative amount of income
recognised over the guarantee period.
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2. SUMMARY OF MATERIAL

104

ACCOUNTING POLICIES (continued)

2.13Leases

Definition of a lease and the Group as a lessee

At inception of a contract, the Group considers whether
a contract is, or contains a lease. A lease is defined as ‘a
contract, or part of a contract, that conveys the right to use
an identified asset (the underlying asset) for a period of time in
exchange for consideration’. To apply this definition, the Group
assesses whether the contract meets three key evaluations
which are whether:

—  the contract contains an identified asset, which is either
explicitly identified in the contract or implicitly specified
by being identified at the time the asset is made available
to the Group;

—  the Group has the right to obtain substantially all of
the economic benefits from use of the identified asset
throughout the period of use, considering its rights within
the defined scope of the contract; and

—  the Group has the right to direct the use of the identified
asset throughout the period of use. The Group assess
whether it has the right to direct ‘how and for what
purpose’ the asset is used throughout the period of use.

For contracts that contains a lease component and one or
more additional lease or non-lease components, the Group
allocates the consideration in the contract to each lease and
non-lease component on the basis of their relative stand-alone
prices.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
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For the year ended 31 December 2025 HE — T - AF+ - A=+—BILFE

2. SUMMARY OF MATERIAL 2. EXETHEHREw

ACCOUNTING POLICIES (continued)

2.13Leases (Continued) 213E @)

Definition of a lease and the Group as a lessee
(Continued)

Measurement and recognition of leases as a lessee

At lease commencement date, the Group recognises a right-
of-use asset and a lease liability on the consolidated statement
of financial position. The right-of-use asset is measured at
cost, which is made up of the initial measurement of the
lease liability, any initial direct costs incurred by the Group, an
estimate of any costs to dismantle and remove the underlying
asset at the end of the lease, and any lease payments made
in advance of the lease commencement date (net of any lease
incentives received).

The Group depreciates the right-of-use assets on a straight-
line basis from the lease commencement date to the earlier
of the end of the useful life of the right-of-use asset or the
end of the lease term unless the Group is reasonably certain
to obtain ownership at the end of the lease term. The Group
also assesses the right-of-use asset for impairment when such
indicator exists.

At the commencement date, the Group measures the lease
liability at the present value of the lease payments unpaid at
that date, discounted using the interest rate implicit in the
lease or, if that rate cannot be readily determined, the Group’s
incremental borrowing rate.

Lease payments included in the measurement of the lease
liability are made up of fixed payments (including in-substance
fixed payments) less any lease incentives receivable, variable
payments based on an index or rate, and amounts expected
to be payable under a residual value guarantee. The lease
payments also include the exercise price of a purchase option
reasonably certain to be exercised by the Group and payment
of penalties for terminating a lease, if the lease term reflects the
Group exercising the option to terminate.

Subsequent to initial measurement, the liability will be reduced
for lease payments made and increased for interest cost on the
lease liability. It is remeasured to reflect any reassessment or
lease modification, or if there are changes in in-substance fixed
payments. The variable lease payments that do not depend on
an index or a rate are recognised as expense in the period on
which the event or condition that triggers the payment occurs.
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2. SUMMARY OF MATERIAL

106

ACCOUNTING POLICIES (continued)

2.13Leases (Continued)

Definition of a lease and the Group as a lessee
(Continued)

Measurement and recognition of leases as a lessee (Continued)

The Group remeasures lease liabilities whenever:

—  there are changes in lease term or in the assessment of
exercise of a purchase option, in which case the related
lease liability is remeasured by discounting the revised
lease payments using a revised discount rate at the date
of reassessment.

—  the lease payments changes due to changes in market
rental rates following a market rent review, in which cases
the related lease liability is remeasured by discounting
the revised lease payments using the initial discount rate.

For lease modification that is not accounted for as a separate
lease, the Group remeasures the lease liability based on the
lease term of the modified lease by discounting the revised
lease payments using a revised discount rate at the effective
date of modification.

When the lease is remeasured, the corresponding adjustment
is reflected in the right-of-use asset, or profit and loss if the
right-of-use asset is already reduced to zero.

The Group has elected to account for short-term leases using
the practical expedients. Instead of recognising a right-of-use
asset and lease liability, the payments in relation to these leases
are recognised as an expense in profit or loss on a straight-line
basis over the lease term. Short-term leases are leases with a
lease term of 12 months or less.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
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For the year ended 31 December 2025 HE—E-—RF+—_A=+—HILFE

2. SUMMARY OF MATERIAL 2. EXETHEHREw

ACCOUNTING POLICIES (continued)

2.13Leases (Continued) 213E @)

Definition of a lease and the Group as a lessee
(Continued)

Measurement and recognition of leases as a lessee (Continued)

Right-of-use assets are presented as a separate line on the
consolidated statement of financial position.

Refundable rental deposits paid are accounted for under
IFRS 9 and initially measured at fair value. Adjustments to fair
value at initial recognition are considered as additional lease
payments and included in the cost of right-of-use assets.

Prepaid lease payments

Prepaid lease payments (which meet the definition of right-
of-use assets) represent the upfront payment for long-term
land lease in which the payment can be reliably measured.
It is stated at cost less accumulated depreciation and any
accumulated impairment losses. Depreciation is calculated
on a straight-line basis over the term of the lease/right-of-use
except where an alternative basis is more representative of the
time pattern of benefits to be derived by the Group from use of
the land.

Sales and leaseback transactions
The Group as a seller-lessee

For a transfer that does not satisfy requirements as a sale in
accordance with IFRS 15, the transactions are in substance a
financing arrangement under IFRS 9. Therefore, the Group as
a seller-lessee accounts for the proceeds received as “other
borrowings — secured” within the scope of IFRS 9.
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2. SUMMARY OF MATERIAL

108

ACCOUNTING POLICIES (continued)

2.14 Provisions and contingent liabilities

Provisions are recognised when the Group has a present
obligation (legal or constructive) as a result of a past event,
and it is probable that an outflow of economic benefits will be
required to settle the obligation and a reliable estimate of the
amount of the obligation can be made. Where the time value of
money is material, provisions are stated at the present value of
the expenditure expected to settle the obligation.

All provisions are reviewed at the end of each reporting period
and adjusted to reflect the current best estimate.

Where it is not probable that an outflow of economic benefits
will be required, or the amount cannot be estimated reliably,
the obligation is disclosed as a contingent liability, unless the
probability of outflow of economic benefits is remote. Possible
obligations, whose existence will only be confirmed by the
occurrence or non-occurrence of one or more future uncertain
events not wholly within the control of the Group, are also
disclosed as contingent liabilities unless the probability of
outflow of economic benefits is remote.

Contingent liabilities assumed in a business combination
which are present obligations at the date of acquisition are
initially recognised at fair value, provided the fair value can be
reliably measured. After the initial recognition at fair value, such
contingent liabilities are recognised at the higher of the amount
initially recognised, less accumulated amortisation where
appropriate, and the amount that would be recognised in a
comparable provision as described above. Contingent liabilities
assumed in a business combination that cannot be reliably fair
valued or were not present obligations at the date of acquisition
are disclosed as per above.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

% 0 U 5 A B

For the year ended 31 December 2025 HE—E-—RF+—_A=+—HILFE

2. SUMMARY OF MATERIAL
ACCOUNTING POLICIES (continued)

2.15Share capital

Ordinary shares are classified as equity. Share capital is
recognised at the amount of consideration of shares issued,
after deducting any transaction costs associated with the
issuing of shares (net of any related income tax benefit) to the
extent they are incremental costs directly attributable to the
equity transaction.

2.16 Revenue recognition
Revenue arises mainly from the sales of condiment products.

To determine whether to recognise revenue, the Group follows
a 5-step process:

1. Identifying the contract with a customer
2. |dentifying the performance obligations
3 Determining the transaction price

4. Allocating the transaction price to the performance
obligations

B Recognising revenue when/as performance obligation(s)
are satisfied

In all cases, the total transaction price for a contract is allocated
amongst the various performance obligations based on their
relative stand-alone selling prices. The transaction price for
a contract excludes any amounts collected on behalf of third
parties.

Revenue is recognised either at a point in time or over time,
when (or as) the Group satisfies performance obligations by
transferring the promised goods or services to its customers.
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For the year ended 31 December 2025 HZE — T - AF+ - A=+—HItFE

2. SUMMARY OF MATERIAL

110

ACCOUNTING POLICIES (continued)

2.16 Revenue recognition (Continued)

Where the contract contains a financing component which
provides a significant financing benefit to the customer for more
than 12 months, revenue is measured at the present value of
the amount receivable, discounted using the discount rate that
would be reflected in a separate financing transaction with the
customer, and interest income is accrued separately under
the effective interest method. 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.

Further details of the Group’s revenue and other income
recognition policies are as follows:

Sale of goods

Revenue from the sale of goods is recognised at the point in
time when control of the asset is transferred to the customer,
generally on delivery of the products.

Some contracts for the sale of products provide customers
with rights of return and volume rebates. The rights of return
and volume rebates give rise to variable consideration.

(@) Rights of return

For contracts which provide a customer with a right to
return the goods within a specified period, the expected
value method is used to estimate the goods that will
not be returned because this method best predicts the
amount of variable consideration to which the Group will
be entitled. The requirements in IFRS 15 on constraining
estimates of variable consideration are applied in order
to determine the amount of variable consideration that
can be included in the transaction price. For goods
that are expected to be returned, instead of revenue,
a refund liability is recognised. A right-of-return asset
(and the corresponding adjustment to cost of sales) is
also recognised for the right to recover products from a
customer.
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NOTES TO

THE CONSOLIDATED

FINANCIAL STATEMENTS

% 0 U 5 A B

For the year ended 31 December 2025 HE—E-—RF+—_A=+—HILFE

2. SUMMARY OF MATERIAL
ACCOUNTING POLICIES (continued)

2.16 Revenue recognition (Continued)

Sale of goods (Continued)

(b)

Volume rebates

Retrospective volume rebates may be provided to certain
customers once the quantity of products purchased
during the period exceeds a threshold specified in the
contract. Rebates are offset against amounts payable
by the customer. To estimate the variable consideration
for the expected future rebates, the most likely amount
method is used for contracts with a single-volume
threshold and the expected value method for contracts
with more than one volume threshold. The selected
method that best predicts the amount of variable
consideration is primarily driven by the number of volume
thresholds contained in the contract. The requirements
on constraining estimates of variable consideration are
applied and a refund liability for the expected future
rebates is recognised.

Other income

Interest income is recognised on an accrual basis using the
effective interest method by applying the rate that exactly
discounts the estimated future cash receipts over the expected
life of the financial instrument or a shorter period, when
appropriate, to the net carrying amount of the financial asset.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
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For the year ended 31 December 2025 HZE — T - AF+ - A=+—HItFE

2. SUMMARY OF MATERIAL 2. EXETHEHREw

ACCOUNTING POLICIES (continued)

2.17 Government grants

2.17 BT 1@ B

112

Grants from the government are recognised at their fair
value where there is a reasonable assurance that the grant
will be received and the Group will comply with all attached
conditions. Government grants are deferred and recognised in
profit or loss over the period necessary to match them with the
costs that the grants are intended to compensate.

Government grants relating to the purchase of assets are
included in liabilities as “deferred government grants” in the
consolidated statement of financial position and are recognised
in profit or loss on a straight line basis over the expected lives
of the related assets/deducted from the carrying amount of
the asset and consequently are effectively recognised in profit
or loss over the useful life of the asset by way of reduced
depreciation expense.

Government grants relating to income is presented in gross
under “other income and gains” in the consolidated statement
of profit or loss and other comprehensive income.

2.18Impairment of non-financial assets

The following assets are subject to impairment testing:
— Other intangible assets;

— Property, plant and equipment;

— Right-of-use assets; and

— Investment in a subsidiary in the Company’s statement
of financial position

Other intangible assets with indefinite useful life or those not
yet available for use are tested for impairment at least annually,
irrespective of whether there is any indication that they are
impaired. All other assets are tested for impairment whenever
there are indications that the asset’s carrying amount may not
be recoverable.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
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For the year ended 31 December 2025 HE—E-—RF+—_A=+—HILFE

2. SUMMARY OF MATERIAL
ACCOUNTING POLICIES (continued)

2.18Impairment of non-financial assets (Continued)

2. EREFHREME @
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An impairment loss is recognised as an expense immediately
for the amount by which the asset’s carrying amount exceeds
its recoverable amount. Recoverable amount is the higher of
fair value, reflecting market conditions less costs of disposal,
and value in use. 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 assessment of time
value of money and the risk specific to the asset.

For the purposes of assessing impairment, where an asset
does not generate cash inflows largely independent from those
from other assets, the recoverable amount is determined
for the smallest group of assets that generate cash inflows
independently (i.e. a cash-generating unit). As a result, some
assets are tested individually for impairment and some
are tested at cash-generating unit level. Corporate assets
are allocated to individual cash-generating units, when a
reasonable and consistent basis of allocation can be identified,
or otherwise they are allocated to the smallest group of
cash-generating units for which a reasonable and consistent
allocation basis can be identified.

Impairment losses recognised for cash-generating units is
charged pro rata to the assets in the cash generating unit
(“CGU”), except that the carrying value of an asset will not be
reduced below its individual fair value less cost of disposal, or
value in use, if determinable.
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2. SUMMARY OF MATERIAL

114

ACCOUNTING POLICIES (continued)
2.19 Employee benefits

Pension obligations

The Group has various defined contribution plans in
accordance with the local conditions and practices in the
municipalities and provinces in which they operate. Defined
contribution plans are pension and/or other social benefit plans
under which the Group pay fixed contributions into a separate
entity (a fund) and will have no legal or constructive obligations
to pay further contributions if the fund does not hold sufficient
assets to pay all employees benefits relating to employee
service in the current and prior periods. The contributions are
recognised as labour costs when they are due. Under the
defined contribution schemes, forfeited contributions could not
be used to reduce the existing level of contributions.

Bonus entitlements

The expected cost of bonus payments is recognised as
a liability when the Group has a present contractual or
constructive obligation as a result of services rendered by
employees and a reliable estimate of the obligation can be
made. Liabilities for bonus are expected to be settled within
twelve months and are measured at the amounts expected to
be paid when they are settled.

2.20Borrowing costs

Borrowing costs incurred, net of any investment income earned
on the temporary investment of the specific borrowings, for
the acquisition, construction or production of any qualifying
asset are capitalised during the period of time that is required
to complete and prepare the asset for its intended use.
A qualifying asset is an asset which necessarily takes a
substantial period of time to get ready for its intended use or
sale. Other borrowing costs are expensed when incurred.

Borrowing costs are capitalised as part of the cost of a
qualifying asset when expenditure for the asset is being
incurred, borrowing costs are being incurred and activities that
are necessary to prepare the asset for its intended use or sale
are being undertaken. Capitalisation of borrowing costs ceases
when substantially all the activities necessary to prepare the
qualifying asset for its intended use or sale are complete.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
Ao 7 B R B

For the year ended 31 December 2025 HE—E-—RF+—_A=+—HILFE

2. SUMMARY OF MATERIAL 2. EREFTHEREME @

ACCOUNTING POLICIES (continued)

2.21 Accounting for income taxes

2.21 Fﬁ SHOETRE

Income tax comprises current tax and deferred tax.

Current income tax assets and/or liabilities comprise those
obligations to, or claims from, fiscal authorities relating to the
current or prior reporting period, that are unpaid at the end of
the reporting period. They are calculated according to the tax
rates and tax laws applicable to the fiscal periods to which they
relate, based on the taxable profit for the year. All changes to
current tax assets or liabilities are recognised as a component
of tax expense in profit or loss.

Deferred tax is calculated using the liability method on
temporary differences at the end of the reporting period
between the carrying amounts of assets and liabilities in
the financial statements and their respective tax bases.
Deferred tax liabilities are generally recognised for all taxable
temporary differences. Deferred tax assets are recognised for
all deductible temporary differences, tax losses available to
be carried forward as well as other unused tax credits, to the
extent that it is probable that taxable profit, including existing
taxable temporary differences, will be available against which
the deductible temporary differences, unused tax losses and
unused tax credits can be utilised.

Deferred tax assets and liabilities are not recognised if the
temporary difference arises from goodwill or from initial
recognition (other than in a business combination) of assets
and liabilities in a transaction that affects neither taxable nor
accounting profit or loss and does not give rise to equal taxable
and deductible temporary differences.

Deferred tax liabilities are recognised for taxable temporary
differences arising on investments in subsidiaries and
associates, except where the Group is able to control the
reversal of the temporary differences and it is probable that the
temporary differences will not reverse in the foreseeable future.
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For the year ended 31 December 2025 HZE — T - AF+ - A=+—HItFE

2. SUMMARY OF MATERIAL

116

ACCOUNTING POLICIES (continued)

2.21 Accounting for income taxes (Continued)

For leasing transactions in which the tax deductions are
attributable to the lease liabilities, the Group applies the
requirements in IAS 12 to the lease liabilities and the related
assets separately. The Group recognises a deferred tax asset
related to the lease liabilities to the extent that it is probable
that taxable profit will be available against which the deductible
temporary difference can be utilised and a deferred tax liability
for all taxable temporary differences.

Deferred tax is calculated, without discounting, at tax rates
that are expected to apply in the period the liability is settled or
the asset realised, provided they are enacted or substantively
enacted at the end of the reporting period.

Changes in deferred tax assets or liabilities are recognised in
profit or loss, or in other comprehensive income or directly in
equity if they relate to items that are charged or credited to
other comprehensive income or directly in equity.

When different tax rates apply to different levels of taxable
income, deferred tax assets and liabilities are measured using
the average tax rates that are expected to apply to the taxable
income of the periods in which the temporary differences are
expected to reverse.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
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For the year ended 31 December 2025 HE—E-—RF+—_A=+—HILFE

2. SUMMARY OF MATERIAL 2. EREFTHEREME @

ACCOUNTING POLICIES (continued)

2.21 Accounting for income taxes (Continued)

221 RSB M SR (|

The determination of the average tax rates requires an
estimation of (i) when the existing temporary differences will
reverse and (i) the amount of future taxable profit in those
years. The estimate of future taxable profit includes:

— income or loss excluding reversals of temporary
differences; and

= reversals of existing temporary differences.

Current tax assets and current tax liabilities are presented in
net if, and only if,

(@  the Group has the legally enforceable right to set off the
recognised amounts; and

(o) intends either to settle on a net basis, or to realise the
asset and settle the liability simultaneously.

The Group presents deferred tax assets and deferred tax
liabilities in net if, and only if,

(@  the entity has a legally enforceable right to set off current
tax assets against current tax liabilities; and

(b)  the deferred tax assets and the deferred tax liabilities
relate to income taxes levied by the same taxation
authority on either:

(i) the same taxable entity; or

(i) different taxable entities which intend either to
settle current tax liabilities and assets on a net
basis, or to realise the assets and settle the
liabilities simultaneously, in each future period in
which significant amounts of deferred tax liabilities
or assets are expected to be settled or recovered.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
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For the year ended 31 December 2025 HZE — T - AF+ - A=+—HItFE

2. SUMMARY OF MATERIAL
ACCOUNTING POLICIES (continued)

2.22 Related parties

For the purposes of these consolidated financial statements, a
party is considered to be related to the Group if:

(@  the party is a person or a close member of that person’s
family and if that person:

U
(i

(i)

has control or joint control over the Group;

has significant influence over the Group; or

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

(b)  the party is an entity and if any of the following conditions
applies:

U

(i

(iii)

(V)

(Vi)

(vii)

(viil)

the entity and the Group are members of the same
group.

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).

the entity and the Group 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 employees of either 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 the 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 parent of the
Group.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
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For the year ended 31 December 2025 HE—E-—RF+—_A=+—HILFE

2. SUMMARY OF MATERIAL
ACCOUNTING POLICIES (continued)

2.22 Related parties (Continued)

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.

2.23 Right-of-return assets

A right-of-return asset is recognised for the right to recover
the goods expected to be returned by customers. The asset
is measured at the former carrying amount of the goods to be
returned, less any expected costs to recover the goods and
any potential decreases in the value of the returned goods. The
Group updates the measurement of the asset for any revisions
to the expected level of returns and any additional decreases in
the value of the returned goods.

2.24 Segment reporting

The Group identifies operating segments and prepares
segment information based on the regular internal financial
information reported to the executive directors for their
decisions about resources allocation to the Group’s business
components.

2.25Refund liabilities

A refund liability is recognised for the obligation to refund
some or all of the consideration received (or receivable) from a
customer and is measured at the amount the Group ultimately
expects it will have to return to the customer. The Group
updates its estimates of refund liabilities (and the corresponding
change in the transaction price) at the end of each reporting
period.
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3.

120

ADOPTION OF NEW AND AMENDED
IFRS ACCOUNTING STANDARDS

Amended IFRS Accounting Standards that are
effective for annual periods beginning on 1
January 2025

In the current year, the Group has applied for the first time the
Amendments to IAS 21 “Lack of Exchangeability” which are effective
for the Group’s consolidated financial statements for the annual
period beginning on 1 January 2025.

The amendments to IAS 21 specify how an entity should assess
whether a currency is exchangeable and how it should determine
a spot exchange rate when exchangeability is lacking. Besides, the
amendments also require an entity to disclose additional information
that enables users of its financial statements to understand how the
currency not being exchangeable into the other currency affects,
or is expected to affect, the entity’s financial performance, financial
position and cash flows.

The amendments do not have a material impact on the financial
statements of the Group.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
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For the year ended 31 December 2025 HE—E-—RF+—_A=+—HILFE

3. ADOPTION OF NEW AND AMENDED

IFRS ACCOUNTING STANDARDS

(Continued)

Issued but not yet effective IFRS Accounting
Standards

At the date of authorisation of these consolidated financial
statements, certain new and amended IFRS Accounting Standards
have been published but are not yet effective, and have not been
adopted early by the Group.

IFRS 18 Presentation and Disclosure in
Financial Statements?
IFRS 19 Subsidiaries without Public

Accountability: Disclosures and
Related Amendments?
Amendments to the Classification
and Measurement of Financial
Instruments’
Contracts Referencing Nature-
dependent Electricity’

Amendments to IFRS 9
and IFRS 7

Amendments to IFRS 9
and IFRS 7

Amendments to IFRS 10
and IAS 28

Sale or Contribution of Assets
between an Investor and its
Associate or Joint Venture®

Annual Improvements to IFRS
Accounting Standards —
Volume 11!

Translation to a Hyperinflationary
Presentation Currency?

Amendments to IFRS
Accounting Standards

Amendments to IAS 21

! Effective for annual periods beginning on or after 1 January 2026
2 Effective for annual periods beginning on or after 1 January 2027

£ Effective date not yet determined

The directors anticipate that all of the pronouncements will be
adopted in the Group’s accounting policy for the first period
beginning on or after the effective date of the pronouncement.
Information on new and amended IFRS Accounting Standards that
are expected to have impact on the Group’s accounting policies
is provided below. Other new and amended IFRS Accounting
Standards are not expected to have a material impact on the Group’s
consolidated financial statements.
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3. ADOPTION OF NEW AND AMENDED 3. H# s &
IFRS ACCOUNTING STANDARDS i%iﬁ%%?ﬁ E!IJ ()

(Continued)

C 28 {8 [ K 4 20 1Y B B B 7% 3R

ﬁ:éﬂl_’ﬁ Bl &)

Issued but not yet effective IFRS Accounting
Standards (Continued)

-1 /A
IFRS 18 “Presentation and Disclosure in Financial [ BR B 75 3R &5 XE R 55 18 95 [ BYf 75 3R &%
Statements” B2 5 R 1 7 |

IFRS 18 replaces IAS 1 “Presentation of Financial Statements”. It BB B A5 R 5 2E RSB 185 BUR T BIR & 51 %

carries forward many of the existing requirements in IAS 1, with BIEE1SR B RER M2 | o EMEH T B

limited changes, and some IAS 1 requirements will be moved to IAS SHEAFIRPINTZHBESR  BEF

8 “Accounting Policies, Changes in Accounting Estimates and Errors” BR - BOBEBESTENF1RERGER

and IFRS 7 “Financial Instruments: Disclosures”. EYET 3AE XRIE 8 [ ETEUR - @5TH{AE
REERAE(L ] MR BREENE 7RIS
BT H : $EE] -

BB BHREENFE 18R TIETE Eﬂ‘“iﬁi‘%
HEWERME BEXEREZE7
SIAT=EEEFHER - B

IFRS 18 will not impact the recognition and measurement of financial
statements items but the presentation of them. It introduces three
major new requirements, including:

o reporting newly defined subtotals (hamely “operating profits” . REZRPRETEEN NG (BN

122

and “profits before financing and income tax”), and
classifying items into five newly defined categories (namely
“operating”, “investing”, “financing”, “income tax” and
“discontinued operation”), depending on the reporting
entity’s main business activities, in the statement of profit or

loss;

Disclosure of management-defined performance measures
(“MPMs”) in a single note to the financial statements; and

enhanced guidance of aggregation and disaggregation of
information in the financial statements.
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For the year ended 31 December 2025 HE—E-—RF+—_A=+—HILFE

ADOPTION OF NEW AND AMENDED
IFRS ACCOUNTING STANDARDS

(Continued)

Issued but not yet effective IFRS Accounting
Standards (Continued)

IFRS 18 “Presentation and Disclosure in Financial
Statements” (Continued)

Besides, narrow-scope amendments have been made to IAS 7
“Statement of Cash Flows”, which includes:

° using “operating profit or loss” as the starting point for indirect
method for the presentation of operating cash flows purposes;
and

° the option for classifying interest and dividend cash flows as
operating activities is eliminated.

In addition, there are consequential amendments to several other
standards.

IFRS 18, and the amendments to the other IFRS Accounting
Standards, are effective for annual period beginning on or after 1
January 2027 and must be applied retrospectively with specific
transition provisions. The directors of the Group are currently working
to identify all the impacts of IFRS 18, particularly with respect to the
structure of the Group’s consolidated statement of profit or loss
and other comprehensive income, the consolidated statement of
cash flows and the additional disclosures required for MPMs. The
Group is also assessing the impact of how information is grouped in
the consolidated financial statements, including the items currently
labelled as “other”.

CRITICAL ACCOUNTING ESTIMATES
AND JUDGEMENTS

The preparation of the Group’s consolidated financial statements
requires management to make judgements, estimates and
assumptions that affect the reported amounts of revenues, expenses,
assets and liabilities, and their accompanying disclosures, and
the disclosure of contingent liabilities. Uncertainty about these
assumptions and estimates could result in outcomes that could
require a material adjustment to the carrying amounts of the assets or
liabilities affected in the future.
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4. CRITICAL ACCOUNTING ESTIMATES 4. BR=:{4s & HE @
AND JUDGEMENTS (Continued)

4.1 Judgements

124

In the process of applying the Group’s accounting policies,
management has made the following judgements, apart from
those involving estimations, which have the most significant
effect on the amounts recognised in the consolidated financial
statements:

G))

(b)

Going concern basis

These consolidated financial statements have been
prepared on a going concern basis, the validity of which
depends upon the successful outcomes of the Group’s
plans and measures to strengthen its capital base
and liquidity. Details are explained in note 2.2 to the
consolidated financial statements.

Tax provision

Determining income tax provisions involves judgement
on the future tax treatment of certain transactions.
The Group carefully evaluates the tax implications of
transactions and tax provisions are made accordingly.
The tax treatment of such transactions is assessed
periodically to take into account all the changes in tax
legislation and practices.

The tax legislation in relation to the over-provision of tax
charges in respect of prior years due to the accounting
errors on the financial performance of the Group incurred
in prior years as set out in note 2.1 to the consolidated
financial statements dated 28 September 2022 contained
in the annual report of the Company for the year ended
31 December 2020 is unclear. The Group is engaged a
Certified Tax Agents and is in the process of issuing tax
related assurance report and applying for a private ruling
to confirm the tax legislation’s interpretation. Hence,
the tax payable is overdue and the Group considers it
probable that a surcharge for overdue tax payment to be
payable and has calculated on this basis. If the ruling is
favourable, this would decrease the Group’s tax payable,
value-added tax payable and the provision of surcharge
for overdue tax payment. The carrying amounts of the
value added tax payable and the provision of surcharge
for overdue tax payment are set out in note 25.

Honworld Group Limited Annual Report 2025

4.1

H
REAREE 2 T ER2BIES -
By Rtz 8BRS BERED
FEHEA M BRREERSHRBK
REAFEZHEHNT

(a) FEKZEE
%

REEBUBRRDBIFERLE
HEBERE  EARMEBURRAE

BEAEZEEEEAERE R T
MBI REEEEFIKINA
R - HIENFEMBEMERMEE2.2
B o

(b) FIEREE

EEMEHBARBIRHETRS
RERIBEIE 2 H - AERERE
BEHER B2 REFEL RN
EZHIBEE ZEXH UG
B IR T BTl ARE RARTE AR
REH2AEE -

BINARRBE_ZT_TF+=
A=+—BISENFHRMEA
ME—ZT-_—_FhLA=-+NH
K 4R & B 15 ¥ 2k ME 5E 2.1 Pt -
RSB RBAEFENEBE
BEoRTER  EREBARFER
B HEBEREER AN AN
WA - AEEE Z M
TS EM - N0 IF B AR B AR 5 R
4 K BB FL A BUR A R B ISA
Blag 2 RE - Hit - EATIIEE &
B RS ERAA 6 HE X (8 H
TR INE - WAL BERETT
AEMEABER  AAEE
B FE BT IR « FE ST IGE B A K2 a8
BB SR 0 B B R A o RS
AT K 8 HR R SR B o B A
BREEE M FE25 o



NOTES TO

THE CONSOLIDATED

FINANCIAL STATEMENTS

% 0 U 5 A B

For the year ended 31 December 2025 HE—E-—RF+—_A=+—HILFE

4. CRITICAL ACCOUNTING ESTIMATES 4. BR=:{4s & HE @
AND JUDGEMENTS (Continued)

4.2 Estimation uncertainty

The key assumptions concerning the future and other key
sources of estimation uncertainty at the end of the reporting
period, that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities
within the next financial year, are described below.

G))

Useful lives and residual values of property,
plant and equipment

In determining the useful life and residual value of an
item of property, plant and equipment, the Group
has to consider various factors, such as technical or
commercial obsolescence arising from changes or
improvements in production, or from a change in the
market demand for the product or service output of the
asset, expected usage of the asset, expected physical
wear and tear, the repair and maintenance of the asset,
and legal or similar limits on the use of the asset. The
estimation of the useful life of the asset is based on the
experience of the Group with similar assets that are
used in a similar way. Additional depreciation is made if
the estimated useful lives and/or the residual values of
items of property, plant and equipment are different from
the previous estimation. Useful lives and residual values
are reviewed at each financial year end date based on
changes in circumstances. The carrying amounts of the
property, plant and equipment are disclosed in note 16
to the consolidated financial statements.
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4. CRITICAL ACCOUNTING ESTIMATES 4. B =45 R H B =
AND JUDGEMENTS (Continued)

4.2 Estimation uncertainty (Continued)

126

(b)

Impairment of property, plant and equipment
and right-of-use assets

The Group assesses whether there are any indicators
of impairment for property, plant and equipment and
right-of-use assets at the end of each reporting period.
Property, plant and equipment and right-of-use assets
are tested for impairment when there are indicators
that the carrying amounts may not be recoverable. An
impairment exists when the carrying value of an asset
or a CGU exceeds its recoverable amount, which is
the higher of its fair value less costs of disposal and
its value in use. The calculation of the fair value less
costs of disposal is based on the valuation report
from an independent qualified professional valuer (the
“Valuer”) determining appropriate valuation techniques
and key inputs for fair value measurements of the
Group’s property, plant and equipment and right-
of-use assets. When value in use calculations are
undertaken, management make assumptions about
future revenue, gross profit, operating expense and
capital expenditure. These assumptions relate to future
events and circumstances and the actual results may
vary. Determining the appropriate discount rate involves
estimating the appropriate adjustment for market. The
carrying amount of the property, plant and equipment
and right-of-use assets are set out in notes 16 and 17 to
the consolidated financial statements, respectively.
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For the year ended 31 December 2025 HE—E-—RF+—_A=+—HILFE

4. CRITICAL ACCOUNTING ESTIMATES 4. BR=:{4s & HE @
AND JUDGEMENTS (Continued)

4.2 Estimation uncertainty (Continued)

(c)

(d

Write-down of inventories to net realisable
value

Write-down of inventories to net realisable value is
made for those identified obsolete and slow-moving
inventories and inventories with a carrying amount
higher than net realisable value. The assessment of the
provision required involves management’s judgement
and estimates on which are influenced by assumptions
concerning future sales and usage and judgements in
determining the appropriate level of inventory provisions
against identified surplus or obsolete items. Whilst the
Group considers the valuation of inventories are the
best judgement and estimates, the fierce global market
competition has resulted in greater market volatility and
may affect the Group’s businesses, which have led to
higher degree of uncertainties in respect of the valuation.
Where the actual outcome or expectation in future is
different from the original estimate, such differences
will have impact on the carrying amounts of inventories
and the write-down/write-back of inventories in the
period in which such estimate has been changed. The
carrying amount of the inventories and the provision on
inventories are set out in note 19.

Provision for ECLs on trade receivables,
other receivables and amounts due from
related companies and subsidiaries

The Group estimates the amount of ECLs of trade
receivables, other receivables and amount due from
related companies based on the valuations performed
by the Valuer. The Group uses a provision matrix to
calculate ECLs for trade receivables and individual
assessment for other receivables and amounts due from
related companies and subsidiaries.
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4. CRITICAL ACCOUNTING ESTIMATES 4. BR=:{4s & HE @
AND JUDGEMENTS (Continued)

4.2 Estimation uncertainty (Continued)

128

(d

Provision for ECLs on trade receivables,
other receivables and amounts due from
related companies and subsidiaries
(Continued)

The provision rates are based on days past due for
groupings of various customer segments that have
similar loss patterns (i.e., by geography, product type
and customer type). The provision matrix is initially based
on the Group’s historical observed default rates. The
Group will calibrate the matrix to adjust the historical
credit loss experience with forward-looking information.
For instance, if forecast economic conditions (i.e., gross
domestic product) are expected to deteriorate over the
next year which can lead to an increased number of
defaults in the manufacturing sector, the historical default
rates are adjusted. At each reporting date, the historical
observed default rates are updated and changes in the
forward-looking estimates are analysed.

The individual assessment is by reference to the credit
rating, including the Group’s historical credit loss
experiences, adjusted for factors that are specific to the
debtors.

The assessment of the correlation among historical
observed default rates, forecast economic conditions
and ECLs is a significant estimate. The amount of ECLs
is sensitive to changes in circumstances and forecast
economic conditions. The Group’s historical credit
loss experience and forecast of economic conditions
may also not be representative of a customer’s actual
default in the future. The information about the ECLs
on the Group’s trade receivables, other receivables and
amounts due from related companies and subsidiaries is
disclosed in notes 20, 21, 22 and 40 to the consolidated
financial statements, respectively.
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For the year ended 31 December 2025 HE — T - AF+ - A=+—BILFE

5. OPERATING SEGMENT

INFORMATION

The Group is principally engaged in the manufacture and sale of
condiment products. For management purposes, the Group operates
in one business unit and has one reportable operating segment as
follows:

° The food segment that manufactures and sells condiment
products.

As all of the Group’s revenue is derived from the sale of its products
to the customers in the PRC and all of the Group’s identifiable non-
current assets are located in the PRC, no geographical information as
required by IFRS 8 Operating Segments is presented.

Information about major customers

Revenue derived from sales to individual customer amounting to 10
percent or more of the Group’s revenue for the reporting period is set
out in the following table:

—:u:

E

AEBEFEREARROEEREE - E
Bms  AEENE —XKBEGEE BEF
— (B 2L E DU ¢

s RENVAEERFEIRMS o

EEEAZIK'%I%%MW\Y:]%E A B = P
EHEM BASBEZHABMNERBDEE
BRI - R AR R B R B S RS 22 A
FEMEE D2 ERY -

FREREEFZEHR
TREIIRE 5 AR BB A 10% 35
BB /= 55 88 AT S A MO A,

2025 2024
—EB-REF —TEF
RMB’000 RMB’000
ARETT ARBTIT

EEA

Customer A

28,851 30,728

EEMBERR AR
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6. REVENUE, OTHER INCOME AND 6. WA Htlg AR Wz
GAINS
6.1 Revenue from contracts with customers 6.1 EFEHWE
An analysis of revenue is as follows: WA :
2025 2024
—E_RE —ZE-F
RMB’000 RMB’000

AR¥T T ARETT

Revenue from contracts with customers BFE A& W=
Sale of goods HEEm 275,077
()  Disaggregation revenue information () BHKzEER
2025 2024
—E-RE —ZT &
RMB’000 RMB’000
AR®T ARBTIT
Type of goods EnESE
Condiment products K 275,077
Timing of revenue recognition Uy 25 e 52 B
Goods transferred at a point in time RE—FEEENE R 275,077
The following table shows the amounts of revenue TRETRARE BAFEERE AR
recognised in the current reporting period that were HHYEHNBETRNRGESEE
included in the contract liabilities at the beginning of the
reporting period:
2025 2024
—E-HF —E-\EF
RMB’000 RMB’000

ARBT T ARETT

Revenue recognised that was included B #ERFT ARSI A 4
in contract liabilities at the beginning BER AR
of the reporting period:

Sale of goods HEEM 50,097
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FINANCIAL STATEMENTS
Ao 7 B R B

For the year ended 31 December 2025 HE L -—AF+-A=+—HIFE

6. REVENUE, OTHER INCOME AND 6. WA - Hiblg A R W= @
GA' NS (Continued)
6.1 Revenue from contracts with customers 6.1 EF&XWE @
(Continued)
(i)  Performance obligations (i) EBHEEF
Information about the Group’s performance obligation is BRASERAOE TN E RS
summarised below: UNNE
Sale of products HEEm
The performance obligation is satisfied upon delivery of BHBEFERRNEMBENX
the products and payment is generally due within 30 to R —RAE R F1%30E 90K A F
90 days from delivery, except for new customers, where H-mHBEFPARESRERAT
payment in advance is normally required. oo
6.2 Other income and gains 6.2 HAWA R WK
2025 2024
—E-AF kol 11 < 5
RMB’000 RMB’000

Subsidies received (note (a)) B BE (H5E (@)

Amortisation of deferred income on TR 7 B 3 RLE LS A 2 6
government grant (note 29) (H5E29)

Bank interest income |ITH B WA

Foreign exchange gain, net bE 5 Wz F E

Recovery of other receivables previously L (51 5 Al 60 88 F B At JE LR IR
written-off (note (b)) (MI5E (b))

Reversal of provision for loss on REEEEREBRERR
unauthorised guarantees (note (c)) GEAE))

Gain on lease termination HER W=

Write-off of other payables (note (d)) e A FRIE S (P RE ()

Gain on disposal of property, HEME - BE REER
plant and equipment Wz

Others Efh

AR¥TT ARETT
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For the year ended 31 December 2025 HE—ZE-—RAF+—_A=+—HILFE

6. REVENUE, OTHER INCOME AND 6. WA - Eflg A K W= @

GA' NS (Continued)

6.2 Other income and gains (Continued)

Notes:

() The amount represents subsidies received from the relevant
authorities in the PRC without any unfulfilled conditions.

(b) The other borrowings have been offset against the other
receivables as at 31 December 2024, following the settlement
of the legal case, in which the amount of RMB8,500,000 was
written off in prior years.

(© Based on legal advice, one of the legal case has been dismissed
and the remaining legal case which the plaintiff has withdrawn
the lawsuit as at 31 December 2024. Therefore, a total amount
of RMB17,500,000 has been reversed during the year ended 31
December 2024.

(d) Based on legal advice, the construction contract and its
supplementary agreement were rescinded by the court. Security
deposit payable of RMB1,000,000 has been written off.
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6.2 Hitlg AR Uz (@)

fia -

(@

(b)

ZEBELTREAMPIRGEHOMH
Bt BEAERRIBITAVIREE

RERRHERE  HERBEHER
ZE-MF+_A=+—HHEME
IR IB K 8 - H o A R % 8,500,000
T H) S BB LA BT 4F [ 28 o

BEEEER R-_E_NWE+_- A
=+—H EF—REERHEHEK
Bl M T ERRGNREAEHE
A e Bt - AR 48 %8 17,500,000
TERBE-T-_MNF+=_A=+—
BIEFERD -

RELRER BESHOREFRTD
HEHUEPTEE - BHREBS AR
1,000,000 7T E i 85 °
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Ao 7 B R B

For the year ended 31 December 2025 HE L -—AF+-A=+—HIFE

PROVISION FOR IMPAIRMENT 7. REEEREREHE
LOSSES, NET
2025 2024
—E-HE e Shan Vit F S
RMB’000 RMB’000
ARETR AREET T
Provision for impairment loss on trade R E 5 F IR R AR B E
receivables (note 20) (FfF7E20) 219
Provision for impairment loss on prepayment TEAT FRIE R H A R W R B R E & 1B
and other receivables (note 21) B (FrsE21) 1,282
Provision for/(Reversal of) impairment loss JE U BA BN R SR B BB 8
on amounts due from related companies (=) (MeE22)
(note 22) (10)
Impairment loss on right-of-use assets EAEEERAEERE (FE17@)
(note 17(a)) 789
Written off of inventories (note 19) FEMHE (MFFE19) 4,155
6,435
OTHER EXPENSES 8. Httfix
2025 2024
—E_RE —EpEF
RMB’000 RMB’000
AR® T ARBTIT
Donations ezl 15 30
Surcharge for overdue tax payment (note) 46 2R BT A (B %) 29,608 32,523
Loss on disposal of property, plant and HEWE - BE RKEREN
equipment fE 18 - 389
Overdue interest expense (note 28(f)) n HA I 2 R 2 (BT 3 28(F)) 244,390 252,047
Others HAb 139 269
274,152 285,258

Note:

The amount represented the provision of surcharge for overdue tax payment
to be imposed by the State Administration of Taxation in the PRC.

EEMBERR AR

MsE
& BRI BB R AR DR ey 8 B KT B
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9. LOSS BEFORE INCOME TAX 9. FRATEBIAIEE
The Group’s loss before income tax is arrived at after charging/ REEBRIBRATEB &R GTA) T
(crediting): 5| & I8 -
2025 2024
—ZT-EF —ZEmEF
Notes RMB’000 RMB’000

B ARBT T ARETT

Costs of inventories sold ERFEERA 197,616 202,011
Provision for inventories, net GFEREFE 19 29 358
Depreciation of owned assets BEEENE 16 26,912 28,202
Depreciation of right-of-use assets FHEESENE 17(a) 1,413 1,625
Amortisation of other intangible assets HAan & =N 18 289 460
Lease payments not included in the TEFAHEEFTEN

measurement of lease liabilities AE KA 17(d) 188 342
Auditor’s remuneration Z AN B & 1,700 1,800

Provision for/(Reversal of) impairment AN &IB 2 REEERE(BE)

losses, net on: HEE

— trade receivables — B E I8 7 219

— prepayment and other receivables — FEASTFRIE B E A FE WK IR 7 1,282

— amounts due from related companies  — & Uk A B A Bl FIA 7 (10)

— right-of-use assets — EREEE 7 789

2,280

Written off of inventories 7 & i 7 4,155
Employee benefit expenses EERFFAXZ

(excluding directors’ remuneration): (TEEEEHE) :

— wages and salaries —IEKRH® 42,152

— pension scheme contributions (note) ~ — iR K4 5 20t 2k () 7,350

49,502

Research and development costs IR WIN 10,738
Donations g Hg 8 30
Foreign exchange gain, net b H i a F (E 6.2 (214)
Note: Fi5E -
As at 31 December 2025 and 2024, the Group had no forfeited contributions RZE_RHER-_ZF-_WHF+_A=+—H XK
available to reduce its contributions to the pension schemes in future years. & E 3 & F] FOS WA R B BB R R E R K

BERTEIHIFR -
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10. FINANCE COSTS

11

An analysis of finance costs is as follows:

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

% 0 U 5 A B

For the year ended 31 December 2025 HE L -—AF+-A=+—HIFE

10. @& X A<

BERKADHTIT ¢
2025 2024
—E-REF —E 4
RMB’000 RMB’000

AR¥T T ARETT

Interest on bank loans RITEF B 3,546 3,089
Interest on other borrowings E b 18R F B 196,103 196,591

199,649 199,680
Interest on lease liabilities HEBGEF L 118 171

199,767 199,851

DIRECTORS’ AND CHIEF EXECUTIVE'S 1. EERBESTHAE 2B
REMUNERATION €

Directors’ and chief executive’s remuneration for the year, disclosed RIE LR A B8 A BMEF) 2 383(1) 15 K&
pursuant to the Listing Rules, section 383(1) of the Hong Kong AR (FEESFEER) BOIE —IFEEN
Companies Ordinance and Part 2 of the Companies (Disclosure of FEEERTROTBRABEFMAOT

Information about Benefits of Directors) Regulation, is as follows:

2025 2024
—E-RE —ZT O
RMB’000 RMB’000

ARBT T ARETT

Fees e 639
Other emoluments: HaE< -

Salaries, allowances and benefits in kind e RUREYA = 330

Pension scheme contributions RIS B R 29

359

1,048
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For the year ended 31 December 2025 HE L -—AF+-A=+—HIEFE

11. DIRECTORS’ AND CHIEF EXECUTIVE’S 11.

REM U N ERAT'ON (Continued)

(a) Independent non-executive directors

The fees paid to independent non-executive directors during
the year were as follows:

BEERBRSTHAE 2N
A )
(@) BIAFEHITES

ERNE BT TEEBS T ;

2025 2024
—E-FHE —E_pF
RMB’000 RMB’000

AR¥T T ARETE

Mr. Shen Zhenchang IRE £
Mr. Sun Jiong RETE
Mr. Ng Wing Fai R\ AE

60
185
444

689

There were no other emoluments payable to the independent
non-executive directors during the years ended 31 December
2025 and 2024.

(b) Executive directors, non-executive directors
and the chief executive

Fees
we
RMB’000
AR®BTT
2025 —E-RE
Chief executive and executive @~ HETHAER
director: HITES:
Mr. Li Qinghua (note (c)) FEELE (IFE(C)
Mr. Zhu Bing (note (f) Kokst & (M)
Executive directors: HITESE:
Mr. Huang Dachun (note () BAE A (FIEE ()
Mr. Chen Wei (note (g)) R kA& (MisE ()
Non-executive director: FHTES:
Ms. Wang Yanping (note (b)) T 5% 201 (3£ (o)
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BHE-_Z-_AFK-_FT_NF+=A
=t+—BLFEMERMNBILIENTT
BEMNHMEE -

(b) BITES  FHTESERES
THRAE

Salaries,
allowances Pension
and benefits scheme Total
inkind contributions remuneration
E 7= 4 Bike

RENR S T B MeLm
RMB’000 RMB’000 RMB’000
ARBTRT AR®BTR AR%TxR
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For the year ended 31 December 2025 HE—E-—RF+—_A=+—HILFE

11. DIRECTORS’ AND CHIEF EXECUTIVE’S 11.

REMUNERATION (continued)

(b) Executive directors, non-executive directors
and the chief executive (Continued)

Fees

RMB'000
ARETT

BEERBRSTHAE 2N

A )

(b) HITES - FHITEERES
ITHAE @)

Salaries,
allowances Pension
and benefits scheme Total
inkind  contributions  remuneration
e R BARE
KB WMz ST B 4z
RMB’000 RMB’000 RMB’000

ARBTT ARETT ARETE

2024 —ENE

Chief executive and executive @BRETHAER

director: BITEE:
Mr. Liu Jianbin (note (a)) 2l 4 (PR (@) - 330 29 359
Executive directors: HITES !
Mr. Chen Wei (note (g)) BRIZ A (HTeE(e) = = = =
Non-executive director: FHTES:
Ms. Wang Yanping (note (b)) T F i+ (D) - - = =

— 330 29 359

Notes: P aE
@  Mr. Liu Jianbin was resigned as a chief executive and executive @ BEEAEN-_T_NFt—A=T

director of the Group on 20 November 2024.

(b) Ms. Wang Yanping was appointed as a non-executive director
of the Group on 16 December 2024.

(© Mr. Li Qinghua was appointed as an executive director and the
chief executive officer of the Group on 5 November 2025.

(d) Mr. Huang Dachun was appointed as an executive director of
the Group on 3 June 2025.

(e) Mr. Chen Wei was resigned as an executive director of the
Group on 3 June 2025.

(f) Mr. Zhu Bing was appointed as an executive director and the
chief executive officer of the Group on 3 June 2025 and resigned
on 5 November 2025.

BEEAEERSTRABRRNITE
o

b)) FUMFLTHR-_FB-_WNE+=A+K
AEZEAEREBIENTES -

© FREXRER-ZTE-_AFT+—AAH
BEEAREERNTESREFEHNT
E‘o

d BRAEAER-_ZE-_LE A=A
ZERAEERNTES -

e MBREXER-_ZE_RAFNA=ZHAFEHIT
REBMRITES -

] KKEER-ZBE-_RESA=AEZ
FRAERMATESHREEHNTE
WRZZE-_AF+— ARABEE-
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For the year ended 31 December 2025 HZE — T - AF+ - A=+—HItFE

11.

12. FIVE HIGHEST PAID EMPLOYEES

138

DIRECTORS’ AND CHIEF EXECUTIVE'S 11.EERESTHRAE ZH

REMUNERATION (continued)

(b) Executive directors, non-executive directors
and the chief executive (Continued)

There was no arrangement under which executive directors
waived or agreed to waive any remuneration during the years
ended 31 December 2025 and 2024.

No emoluments were paid by the Group to any directors
as an inducement to join or upon joining the Group or as
compensation for loss of office during the years ended 31
December 2025 and 2024.

The five highest paid individuals during the year included nil (2024:
nil) director, details of whose remuneration are set out in note 11
above. Details of the remuneration of the five (2024: five) highest
paid employees who are neither a director nor chief executive of the
Company are as follows:

£ )

(b) BITES FHTEEREZES
ITHAE @)

HE-_Z-_AFK-_ZFT_NF+=_A
=+ —BULFEMETIANTESE
I E s R = R E T 2k -

HE-_Z-_AFK-_ZFT_NF+=_A
=+ —HLEFE RNEBEWEREM
EEXME  EAEBMAREE
INAZ R B 2 S E) S BB R (8 o

12 A EBEHES

FAN AEBERTEERESZE (2N
F - D)EE HEMSFRBIHN EXH=E
11 RRFIRMIFEST NI ZRITRAEZR
Z(ZZZWF AR BaFEENMESF
BFIR

2025 2024
—E_RE —E g
RMB’000 RMB’000

ARBT AR¥T T

Salaries, allowances and benefits in kind e RUREYH =
Performance related bonuses FIB @R IEA
Pension scheme contributions RIKEFT B

1,380
986
94

2,460

The number of non-director and non-chief executive highest paid
employees whose remuneration fell within the following band is as
follows:

MENFUATHEMNIEZESRIEEFEITEHA
EMNmxEHES ASLT :
2025 2024
—E-RE —EOF

Nil to HK$1,000,000 Z % 1,000,0007% 7T

.
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For the year ended 31 December 2025 HE — T - AF+ - A=+—BILFE

13. INCOME TAX EXPENSE

The Group is subject to income tax on an entity basis on profits
arising in or derived from the jurisdictions in which members of
the Group are domiciled and operate. Pursuant to the rules and
regulations of the Cayman Islands, the Group was not subject to any
income tax in the Cayman Islands.

Pursuant to the relevant laws and regulations in the PRC, a wholly-
owned subsidiary of the Company Huzhou Laohenghe obtained the
High and New Technology Enterprises qualification. Accordingly, it
enjoyed a preferential income tax rate of 15% for the years ended 31
December 2025 and 2024 and the total unrecognised tax losses may
be carried forward for ten years from the year of incurring the loss.

The corporate income tax of the Group in respect of its operations in
Mainland China has been provided at the rate of 15%-25% (2024:
15%-25%) on the taxable profits, based on the existing legislation,
interpretations and practices in respect thereof.

13. MBI A X

AEBARANEEK B R BIMEREEER
M EEEEMEE MR NE  RERE
EHATEH - RERSHESNRAITIER -
AEBEBBHANFESREMER -

RETFERBERIER  ARANEZEN
BRBAMEEMERBRHRMEEER -
Ilkt BE_T_HFEK_FT_ONE+_-A
=t HLEFE EZH15%NEEMEH
K MABBOHABREEBELER
FERFTFEH -

AN 65 B P B P 3 3 TS ) 1D 3 AT IS R AR IR AR R
RITER  RERBEONRZREA15% = 25% (=
E — P04 : 15% 2= 25% ) ¥ fE =R B F 8 1B
B o

2025 2024
—E-HF —EUEF

RMB’000 RMB’000
AR%ET R ARBFIT

Current — PRC BVER — AR
Under-provision in respect of the prior year MAEFERED R
Total tax charge for the year FABBZ LB

EEMBERR AR
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For the year ended 31 December 2025 HE L -—AF+-A=+—HIEFE

13. INCOME TAX EXPENSE (continued) 13. FT 18 BB =2 )

A reconciliation of the income tax expense applicable to loss before
income tax at the statutory rate for the jurisdiction where most of
the Company’s subsidiaries are located to the tax expense at the
effective tax rate is as follows:

SRR AIA 5 B 2 RF A2 )R
EEBEGTHNBR GRS REB G
TP X BHR BRI R G H A B 7 = AR 40
N

140

2025 2024
—EBE-RF —ZTpn4
RMB’000 % RMB’000 %
AR%T % ARBETFIT %
Loss before income tax b TS B AT ES 18 (513,939) (516,564)
Tax at the statutory tax rate REEBEGFENTIE (79,465) (79,400) 15.4
Lower tax rate enacted 5 B 28 M B B R B =R
by the local authority 429 747 0.2)
Tax effect of unrecognised RiERERRNEENT ST E
temporary differences 71 538 0.1)
Tax losses not recognised REER T IEE B 73,730 71,811 (13.9)
Tax effect of expenses not RBHME BANBHAX
deductible for tax purpose B2 6,781 7,786 (1.5)
Tax effect of income not taxable for  FLEL S M = BB R T A
tax purpose 2R E (1,546) (1,482) 0.3

BARBEERBEFED
Bi#s sz th

Tax charge at the Group’s
effective rate

As at the reporting date, the Group has not recognised deferred tax
assets in respect of tax losses and deductible temporary differences
of approximately RMB2,464,368,000 (2024: approximately
RMB2,030,210,000) and approximately RMB52,814,000 (2024:
approximately RMB52,578,000), respectively. Of the total
unrecognised tax losses, approximately RMB24,360,000 (2024:
approximately RMB34,748,000) may be carried forward for five
years from the year of incurring the loss, while approximately
RMB2,440,009,000 (2024: approximately RMB1,966,873,000) that
related to Huzhou Laohenghe may be carried forward for ten years
from the year of incurring the loss, and the remaining unrecognised
tax losses have no expiry dates. No deferred tax asset has been
recognised in respect of those tax losses and deductible temporary
differences due to the unpredictability of future profit streams.
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REBH AEBRBEOBOARE
2,464,368,000 T (Z T —MF : HARE
2,030,210,0007T) & 4 A R # 52,814,000
T(ZZT - - ) AR 52,578,000 7T )
MRIBEBRATINREREZERDELTH
BHEE RABRBHAHEBEEEFR  HA
R#24 360,000t (ZTE-ME: HAR
#34,748,0007T) Al R E £ B B F E &t
FEFE BRMNEZEMABNNOARE
2,440,009,0007T (Z T Z M 4F : H AR
1,966,873,0007T) 7] A = A B B F E B 5T+
FiE o Mer T ARERYIEEEEEmH
HA o PR A VA BRI SR A0 A SO+ I R h
ZEHEBEBRE IR ER=ZBRELEH
BEE -
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For the year ended 31 December 2025 HE — T - AF+ - A=+—BILFE

14. DIVIDENDS

15

No dividend has been paid or declared by the Company during the
years ended 31 December 2025 and 2024, nor has any dividend
been proposed since the end of the reporting period.

LOSS PER SHARE ATTRIBUTABLE
TO ORDINARY EQUITY HOLDERS OF
THE COMPANY

The calculation of the basic loss per share amount is based on
the loss for the year attributable to ordinary equity holders of the
Company, and the weighted average number of ordinary shares of
578,750,000 (2024: 578,750,000) in issue during the year.

14. R &

ARARLERNLERBE T £¢&_
THEFT-A=+—HILFENRE B
B & AR AR ERS E@ARR -

KPR EERBERAR
HERER

BREAEESHENFENERARR LR
S hﬁ}\ﬁéﬁiﬁq%ﬁa&iﬂqa%ﬁ i)
% A4 S 15 £ 578,750,000 B (— Z — PO 4F :
578,750,000 fi%) °

2025 2024
—E"RE T OF
RMB’000 RMB’000

AR¥TR ARETT

Loss attributable to ordinary equity holders of ~ ZNA &) & @515 A AE(LER

the Company (RMB’000) (ANRETFT)

Weighted average number of ordinary shares B 377 & 3@k F 5 & (FAL)

in issue (in thousands)

513,939 516,564

578,750 578,750

Loss per share attributable to ordinary equity ARREBERTE ARGTR
518

holders of the Company

— Basic and diluted (RMB) — BEARREE(ARYET)

0.89

No adjustment has been made to the basic loss per share amounts
presented for the years ended 31 December 2025 and 2024 in
respect of a dilution as the Group had no potentially dilutive ordinary
shares in issue during those years.

HREE_T-_AF K- _WMF+=A
=t HIEFEVEABETESHENE
TEAEE WMASEUEREEMEZEF
E2INSRERGESBELARE -
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16. PROPERTY, PLANT AND EQUIPMENT 16. Y% BER®E

142

31 December 2025 “E-RE+CAZ+-H
At 1 January 2025: R=Z-RF-F—R:
Cost A
Accumulated depreciaion  R3fH7E
Net carrying amount RERE
At 1 January 2025, net of RZE-HE-F-A"
accumulated depreciation B 2:HTE
Additions NE
Disposals e
Depreciation provided ERfEEE
during the year
Transfers Lt

At 31 December 2025, net of
accumulated depreciation

R=ZE-a%+-A=1+-H:

ne2aE

At 31 December 2025:

RZZE-a%+-A=1-H:

Cost WA
Accumulated depreciaion  23t47E
Net carrying amount BEFE

Honworld Group Limited Annual Report 2025

Buildings
kS
RMB'000
N S

240,458
(103,773)

136,685

(12,510)

124,473

PLINE
(116,283)

124473

Machinery
and
equipment
WERRE
RMB'000
ARBTR

226,964
(128,097)

98,867
98,867
690
(820)

(12,932)
10,343

236,293
(140,145)

96,148

Furniture
and fixtures
GRREE
RMB’000
ARBTR

7,850
(7,102)

748

Motor
vehicles
RE
RMB’000
AR%TT

4,430
(3,746)

684

Leasehold  Construction

improvements

RENRES
RMB'000
AEBTR

16,503
(15,446)

1,057

(1,018)

16,503
(16,464)

39

in progress Total
ERIE &t
RMB’000 RMB’000
ARETT  ARBTR

11,331 507,492

(257,900)

249,592

249,592
12,962
(820)

(26,912)
(10,343) -

518,750
(283,928)

12,918 234,822
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For the year ended 31 December 2025 HE — T - AF+ - A=+—BILFE

16. PROPERTY, PLANT AND EQUIPMENT 16. #1% - BE KX fE @

(Continued)
Machinery
and Furniture Motor Leasehold  Construction
Buildings equipment  and fixtures vehicles  improvements in progress Total
BT RERR iR EE nE HENERE ERIR a5t
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTL  ARETT AR¥TR ARETT  ARETR  ARETR ARETR
31 December 2024 ZBoRET=A=1-H
At 1 January 2024: R_Z-NE-A—R:
Cost KA 238,970 192,335 7,726 4721 16,503 33,446 493,707
Accumulated depreciation  Zit1TE (91,352) (120,096 (6,444) (4,047) (13,654) - (235,593
Net carrying amount BETE 147,618 72,239 1,282 680 2,849 33,446 268,114

At 1 January 2024, net of RZE-ME-F-H"

accumulated depreciation Nk E5HE 147618 72,239 1,282 680 2,849 33,446 258 114
Additions TE 1,341 1828 113 248 = 16,614 20,144
Disposals e (29) (406) @ 7 - - (464)
Depreciation provided FRRERE

during the year (12,549) (13219) (425) 217) (1,79) = (28202
Transfers e 304 38,425 - - - (38,729 -

At 31 December 2024, netof R-E-ME+-A=+-H"

accumulated depreciation Nk 25HTE 136,685 98,867 968 684 1,057 11,331 249,59
At 31 December 2024: RZZZWEFZA=+-R:

Cost A 240,458 226,964 7,806 4,430 16,503 11,331 507,492

Accumulated depreciaion  23fH7E (103,773) (128,097) (6,338) (3,746) (15,446) - (257,900)
Net carrying amount REFE 136,685 98,867 968 684 1,057 11,331 249,592

ZENBERRAR —T_RHFFR 143



NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
Ao 7 B 2 R I

For the year ended 31 December 2025 HZE — T - AF+ - A=+—HItFE

16.

17.

144

PROPERTY, PLANT AND EQUIPMENT
(Continued)

Notes:

(@) As at 31 December 2025, certain of the Group’s buildings
and machinery and equipment with an aggregate net carrying
amount of approximately RMB151,214,000 (2024: approximately
RMB169,160,000) were pledged to secure other borrowings granted to
the Group (note 28(g)).

(b) The Group assessed the recoverable amount of the property, plant
and equipment, determined on the basis of its fair value less costs of
disposal and its value in use. The Group had engaged the Valuer to
perform impairment assessment on the property, plant and equipment
and the recoverable amounts of property, plant and equipment
exceeded their carrying amounts. As a result, no impairment loss had
been recognised for the years ended 31 December 2025 and 2024.

LEASES

The Group as a lessee

The Group has lease contracts for various items of plant and
machinery and leasehold land used in its operations. Lump sum
payments were made upfront to acquire certain parcels of leased
land with a term of 50 years, and no ongoing payments will be made
under the terms of these land leases. Leases of plant and machinery
generally have lease terms within 11 years (2024: within 11 years).
Generally, the Group is restricted from assigning and subleasing the
leased assets outside the Group.

Honworld Group Limited Annual Report 2025

17.

16. % - RERRZRE®

B AE -

M-B-HE+-A=+—8 ' NEBIKM
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17. LEASES (Continued) 17. *H%E. (&)
The Group as a lessee (Continued) AEEERAMEA @
(a) Right-of-use assets (a) EHEELE
The carrying amounts of the Group’s right-of-use assets and AEEFRAEEENREERFAZ
the movements during the years are as follows: R

Prepaid Warehouse,

land lease plant and

payments machinery Total
ST 2E -
HERE B R Es st
RMB’000 RMB’000 RMB’000

ARBT T AR¥T ARBTT

As at 1 January 2025 R-_ZE-_RAF—H—H 45,661 45,661
Additions NE - 670
Depreciation charge WERX (1,300) (1,413)
Impairment loss for the year FRREEE (557)
As at 31 December 2025 R-ZB-HF

+=H=t+—H
As at 1 January 2024 R-ZZE=-W&—H/F—H 46,960 - 46,960
Additions N=E - 1,115 1,115
Depreciation charge WERX (1,299 (326) (1,625)
Impairment loss for the year FNRIEEE = (789) (789)
As at 31 December 2024 RZZ_MF

+=-A=+—H” 45,661 - 45,661
Leasehold land of the Group with an aggregate carrying AEBR-_ZE-_HAF+=-A=+—8H
amount of approximately RMB44,361,000 (2024: approximately 2 HBEREE A A R 44,361,000 7T (=
RMB45,661,000) as at 31 December 2025 has been pledged TN {9 AR ¥ 45,661,000 7T) B
to secure other borrowings granted to the Group (note 28(g)). HELTHWEEERR UERASEE

By EAb &R (R EE28() °

ZEMEBEER AR —ZT_-HFFR 145



NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
Ao 7 B 2 R I

For the year ended 31 December 2025 HE L -—AF+-A=+—HIEFE

17. LEASES (Continued) 17. *H%E. (&)
The Group as a lessee (Continued) AEEERAMEA @
(b) Lease liabilities (b) HEERE
The carrying amount of lease liabilities (included under interest- FRNEEEE (BEGF BRITREAME
bearing bank and other borrowings) and the movements during FOBBREERSESHET ¢

the year are as follows:

2025 2024
—E_RE —ZE-pF
RMB’000 RMB’000

AR¥T ARETT

Carrying amount at 1 January R—A—BREEE 3,098
Addition arising from a new lease NEEEERNRE 1,115
Early termination RE&KIE (170)
Accretion of interest recognised FRERERFBIL N

during the year 171
Payments (NEA
Carrying amount at 31 December R+ A=+—B8REE 3,031
Analysed into: DA
Current portion mENE 1,638
Non-current portion FER BB 1,393
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17. LEASES (Continued) 17. *ﬂ%(%)
The Group as a lessee (Continued) AEEERAMEA @
(b) Lease liabilities (Continued) (b) FHEEE (#)
The following table shows the remaining contractual maturities TRINFRAEEHEQER T EIFER:

of the Group’s lease liabilities:

2025 2024
—ECEHF —FoOF
RMB’000 RMB’000

AR¥T ARETT

Total minimum lease payments: IEBENRAEE -
Due within one year —F AR 1,386
Due in the second to fifth years FE_EZFERFIH 1,785
Less: Future finance charges on lease W ARAREEEBERES D

liabilities (140)
Present value of lease liabilities HEBENEE 3,031
Present value of minimum lease payments: &K & ZIR(E :
Due within one year —F N EH 1,359 1,638
Due in the second to fifth years FE_EFRFERH 980 1,393
Less: Portion due within one year included & : mBAEE N —FA

under current liabilities E|HAR FB o (1,359) (1,638)
Portion due after one year included under ~ JEREBIBEE N — 4%

non-current liabilities Bk 5s) 1,393
The maturity analysis of lease liabilities is disclosed in note 38.3 HEBBEMIHBE TR ERE I &
to the consolidated financial statements. KHIFE38.3FIFE -
As at 31 December 2025, lease liabilities amounting RZZE_RAF+ZA=+—H #E&
to approximately RMB2,339,000 (2024: approximately BEHNARE2339,000T (=ZF = E
RMB3,031,000) are effectively secured by the related F AR S3,031,0007T) BB EH
underlying assets as the rights to the leased asset would be By AHENMEEEEER REAME
reverted to the lessor in the event of default by repayment by EEEZENESRAEEE TE
the Group. K2 BERTERGHBEARE °
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17. LEASES (Continued)

148

The Group as a lessee (Continued)

(c)

(d)

(e)

Details of the lease activities

As at 31 December 2025, the Group has entered into leases
for warehouse, plant and machinery.

17. A€ @

AREEELSEEA @
(c) FHEXKFIE

RZE_RAF+_A=+—H &%
EEMEE BEMEIRTI AL -

Financial statements Range of
Types of items of right-of-use Number of remaining
right-of-use assets assets included in leases lease term  Particulars
ST ALV EE M6
CREEEER EENMBHRREE HEHE FHEHER &
Warehouse, plant and Warehouse, plant and 8(2024: 7) 1tob5years  No extension option or termination
machinery machinery in “right-of-use (2024:1t0 5 option would be exercised at the
assets” years) lease commencement date.
BE - B KR [fEREERE]E T 8 1E55F GHRERKRBTSTEEMNERRE
BE - B KR (ZTZ@EF:7) (ZZE_mE: AR A o

The amounts recognised in profit or loss in relation to leases
are as follows:

1E55E)

(d) BEHEEFBENREZETEINSEMNT

2025 2024
—E-RE T OF
RMB’000 RMB’000

ARBT ARETT

Interest on lease liabilities HEAEFS 171
Depreciation charge of right-of-use assets ~ {FREEENER X 1,625
Expense relating to short-term leases RS HHEERRY

(included in cost of sales) (BT ASEERA) 342
Total amount recognised in profit or loss RIB R TR A 2,138

The total cash outflow for leases is disclosed in note 32(c) to
the consolidated financial statements.
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18. OTHER INTANGIBLE ASSETS 18. Hth B & E
Patent and Computer
licences software Total
HRRFE BB st
RMB’000 RMB’000 RMB’000

ARETT ARETT ARETT

31 December 2025 —E_HF+ZA=1+—H

Cost at 1 January 2025, net of RZZEZRE-—R—HZHEAE -
accumulated amortisation BNk RETEH

Addition NE

Amortisation provided during the year AT sHiE#

At 31 December 2025 R-E-RF+=A=+—H
At 31 December 2025 R-BZHAF+=A=+—H
Cost PR 2,053 2,297
Accumulated amortisation RETHH (1,873) (2,117)
Net carrying amount BREHE 180 180
31 December 2024 —E-mE+ZA=1—H
Cost at 1 January 2024, net of RZZZmFE-—A—BZKA

accumulated amortisation BB 25T 5H 244 663 907
Amortisation provided during the year AT 5HHE % 84 (244) (216) (460)
At 31 December 2024 RZZE-_mE+=—A=+—H - 447 447
At 31 December 2024 R-_ZE-_WF+=-A=+—~H
Cost B AR 244 2,031 2,275
Accumulated amortisation B i (244) (1,584) (1,828)
Net carrying amount REFE - 447 447
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19. INVENTORIES

150

190. 7 &

Raw materials EM
Work in progress B
Finished goods X oh

The Group has a significant balance of inventories and needs to
maintain the majority of its base wine at an appropriate level for
a period over one year to meet the future production needs. The
determination of the value of inventories, which are stated at the
lower of cost and net realisable value, involved significant estimation,
which were influenced by the assumptions concerning future sales
and usage and judgements in determining the appropriate level of
inventory provisions against identified surplus or obsolete items.

For the year ended 31 December 2025, damage to in-process
products were caused by the failure to meet the use requirements
for the semi-finished products. Inventory amounting to approximately
RMB4,652,000 (2024 approximately RMB4,155,000) has been
written off, which was primarily due to the combined effects of the
environmental factors, such as some semi-finished products being
left for a long period of time, sinking of foundations and unstable
stacking.

As at 31 December 2025, the carrying amount of inventories included
provision of approximately RMB966,000 (2024: approximately
RMB937,000), which is determined with reference to the net
realisable value of the inventory items. The additional provision
approximately RMB29,000 (2024: approximately RMB358,000) was
made during the year ended 31 December 2025.

As at 31 December 2025, the Group’s inventories with a carrying
amount of approximately RMB409,873,000 (2024: approximately
RMB442,122,000) were pledged to secure other borrowings granted
to the Group, as further detailed in note 28(g) to the consolidated
financial statements.
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2025 2024

—E-RE — T4

RMB’000 RMB’000

AR®ET T ARBFT

11,742

562,479

11,865

586,086

NEBMAEABEELS TEE—FULEN

HR AR EBERFEEZ KT - AR
RBREEFK URAEATERFEZR
BEINENTFEEEEE S REBAMET %
5 B B R 3 E R ME A A RR A REEC #
RRBIRERBENBEFREEEKTFRE
HEHE MR FE -

HE_T-_RAF+-_A=+—HLEFE B
REFFRNBEASRKEFEREMZE -7
EEMEH AR 4,652,000 7T (ZZ P04 :
HARMA4155,0007T) * EERFAEHRHE
AHEXMERHEBREMETIL  ERTIERE
RERENGEEZZEM -

R-ZT_AF+-_A=+—H8 ' GENEM
EREEENARKIB,000T(ZE =N

£ ANR¥OI37,000T)  Eh2ERFE
BEHNA R FEMEET HE_T_AF

+—A=+—BLFE BIELHBEINIEE
HARE29,000T (ZE-—WF : HARKE
358,0007T) °

REZZ_AF+_A=+—"H AEEER
BREE 495 A R ¥ 409,873,000 7T (=& — [
F AR A442122,0007T) WEE © 1EA
REBMEREMERNER  #—TFH
BRER A I SRR M 5 28(g)
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For the year ended 31 December 2025 HE — T - AF+ - A=+—BILFE

20. TRADE RECEIVABLES 20. BWW & 5 FRIE

2025 2024
—E-EE —E_NF
RMB’000 RMB’000
AR¥T ARETF T
Trade receivables, gross FEWE 5 IR B FE 31,870
Less: Allowance for credit losses B EEEBRE (3,200)
Trade receivables, net EE 57 IBFE 28,670
The Group’s trading terms with its customers are mainly on credit. REBHEFHEMNESGETAEERSBE -
The credit period is generally one to three months. FERREA—Z=M@A -
The Group seeks to maintain strict control over its outstanding ZNE5 [ B 7 48 1) oK AR 2] Y B AR R IE M ER AR
receivables. Overdue balances are reviewed regularly by senior BT MBEHRTHESREERE TR -
management. The Group does not hold any collateral or other credit ANEEWEREEWE FRIBLE R FEM
enhancements over its trade receivable balances. Trade receivables PR A E MRS EE R MTENE - &
are non-interest-bearing. W B S I TG B °
An ageing analysis of the trade receivables of the Group as at the REBRRERREWE HFIE (HNREE
end of the reporting period, based on the invoice date and net of loss BE) IRBEZAHNERRTHT ¢

allowance, is as follows:

2025
—E-HHE
RMB’000
AR¥T
Within 3 months 31E A AR
3 to 6 months 3ZE61EA
6 months to 1 year 6EAZE14F

2024
T OF
RMB’000
ARBFT

20,850
3,876
494

25,220
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20. TRADE RECEIVABLES (continued)

152

The movements in the loss allowance for impairment of trade
receivables are as follows:

20. EWWE 5 FIE @)

EUEZFEREEBRREESHNT

2025 2024

—E-RE — T pn4

RMB’000 RMB’000

AR%ET R ARETF T

At the beginning of the year F1 2,454

Provision for Impairment for the year FRRERE 219

At the end of the year FR 2,673
Note: Bt o -

The Group engaged the Valuer to assess the impairment of trade receivables
for the years ended 31 December 2025 and 2024. The impairment analysis is
performed at each reporting date using a provision matrix to measure ECLs.
The Group classifies its customers into categories A (the highest), B, C and D
based on their business scale and capabilities. The provision rates are based
on days past due of the Group’s customers with similar loss patterns, among
which the customers classified as categories A, B and C were merged into the
same group for impairment assessment as their credit terms and loss patterns
were similar. The calculation reflects the probability-weighted outcome, the
time value of money and reasonable and supportable information that is
available at the reporting date about past events, current conditions and
forecasts of future economic conditions.
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For the year ended 31 December 2025 HE L -—AF+-A=+—HIFE

20. TRADE RECEIVABLES (continued)

20. EWE 5 :KE @)

Set out below is the information about the credit risk exposure on the IANTEHNERREEEREEEARNEEERE S

Group’s trade receivables using a provision matrix:

As at 31 December 2025

Customers classified as categories A, B and C

FRENEERBRNER

RZZBZRF+ZRA=1t—H
BHEBA BRCENEF

Less than Past due
Current 1 year 1to 2years Total
=4 —F0R AE-Z@ME @5t
ECL rate BHEEBHEX 2.8%-27.1% 100.0%
Gross carrying amount (RMB'000) EEsaB(ARETT) 28,002 1,472
ECLs (RMB’000) BHEEBER(ARETT) 1,642 1,472
Customers classified as category D ESBEEDENEF
Less than Past due
Current 1 year 1to 2 years Total
=4 —FUR  AH-ZRE @t
ECL rate BHEEEEX 100.0%
Gross carrying amount (RMB'000) FReHE(ARETT) 4
ECLs (RMB'000) EHEEER(ARETT) 4
Total st
Less than Past due
Current 1 year 1to 2years Total
=5 —FUR AE-ZREF @zt
Gross carrying amount (RMB'000) EResE(ARETT) 29,027
ECLs (RMB'000) BHGEER(ARETT) 1,687
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20. TRADE RECEIVABLES (continued)

154

As at 31 December 2024

Customers classified as cateqgories A, B and C

20. EWWE 5 FIE @)

RZE-_NE+-A=+—H
ELHEEA BRCEHNEE

Less than Past due
Current 1 year 110 2 years Total
=29 —E0R AH-EWEF st
ECL rate HABEEHEE 0.0% 2.1%-24.6% 100.0% 9.5%
Gross carrying amount (RMB'000) EEesE(ARETT) 1,280 24,220 1,498 26,998
ECLs (RMB'000) HBEEHR(ARETT) - 1,067 1,498 2,565

Customers classified as category D

ELHESDENEF

Less than Past due
Current 1 year 1102 years Total
2 —FUA  BH-EME et
ECL rate BHEEBEX 0.0% 4.8% 100.0% 12.1%
Gross carrying amount (RMB'000) EEsaB(ARETT) = 827 68 895
ECLs (RMB'000) BHEEER(ARET L) - 40 68 108
Total 25t
Less than Past due
Current 1 year 1t0 2 years Total
B2 —ENR BAH-ZEREF @t
Gross carrying amount (RMB'000) EagaB(ARETT) 1,280 25,047 1,566 27,893
ECLs (RMB'000) BHGEEER(ARETT) - 1,107 1,566 2,673
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21. PREPAYMENTS, OTHER 21. FE{TRE - Hft fE R\
RECEIVABLES AND OTHER ASSETS REMERE
2025 2024
—E-RE —ENF
RMB’000 RMB’000

AR¥T T ARETT

Prepayments (note (a)) TEAF 3B (BY5E @) 4,138 4,683
Less: Allowance for credit losses B EEEEEE (1,877) (1,845)
Value-added tax recoverable AT B A B 100,183 113,370
Deposits and other receivables (notes (a) and (b)) & & & H th f& U I8 (B 5E (a) & (b)) 23,566 23,408
Less: Allowance for credit losses B EEEEEE (3,211) (2,813)
122,799 136,803
Less: Portion classified as non-current assets & : oA AIERBEEIL D (2,040) (2,455)
Current portion included in prepayments, T ATET IR « H b FE W IE R
other receivables and other assets HEtmEENRBIH S 120,759 134,348
Notes: B -
(@  Details of prepayments, deposits and other receivables as at 31 @ RKRZE-AFR-ZF-_NF+_A=+-—
December 2025 and 2024 are as follows: HAMTBMARIE - ke REMERGRIEFIB
T
2025 2024
—E-RHF — T mNF
RMB’000 RMB’000
AR¥ TR ARBTT
Prepayments for fixed assets EEEMEMKIE 2,040 2,455
Prepayments for procurements of condiment products % B 38 Bk & # T8+ 7018 223 175
Other prepayments E th FEA3RIB 1,875 2,053
Deposits and other receivables (note (b)) & R H AR GRIE (M (b)) 23,566 23,408
27,704 28,091
Less: W
Portion classified as non-current assets DERIERBEERLD (2,040) (2,455)

Current portion included in prepayments, deposits AN - RE Rk
and other receivables H fth FE UL IR HY i 2D ED

25,636
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21. PREPAYMENTS, OTHER
RECEIVABLES AND OTHER ASSETS

(Continued)

156

Notes: (Continued)

()

Included in the balances was mainly the guarantee deposit paid
for sale and leaseback arrangements (note 28(h)) of approximately
RMB18,850,000 (2024: approximately RMB18,850,000).

As at 31 December 2024, approximately RMB2,277,000 of deposits
and other receivables was fully written off because the Group
considered these receivables are unrecoverable due to the liquidity
condition of the debtors.

Impairment analysis is performed at each reporting date and ECLs
are estimated by applying a loss rate approach with reference to the
historical loss record of the Group. The loss rate is adjusted to reflect
the current conditions and forecasts of future economic conditions, as
appropriate.

As at 31 December 2025, except approximately RMB3,182,000 (2024
approximately RMB3,204,000) of other receivables which has classified
as Stage 3, other financial assets included in the above balance were
categorised in Stage 1 at the year of the reporting period. In calculating
the ECL rate, the Group considers the historical loss rate and adjusts
for forward-looking data.

Except the above-mentioned balance which is categorised as Stage
3, other financial assets included in the above balances relate to
receivables for which there was no recent history of default and past
due amounts.
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TL(ZE U4 : §9 ARHE 3,204,000 7T) Hh,
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22. AMOUNTS DUE FROM RELATED

COMPANIES

Details of amounts due from related companies and net of loss
allowance, are as follows:

22, fE W RA R 2 B IR

JE W B B 2 B RROE (H1 R B IR B R 12) 15 10
™

Maximum

balance due
during the year 2025 2024

FREHB
RAZ —E-RE —TNEF
RMB’000 RMB’000 RMB’000
AR¥F T AR¥T T AREF T

WuXing Group (note) = E B (KEE) 21
21

Note: B EE

WuXing Group consists of certain subsidiaries of /1| 52 #1351 1% & as listed REEBEBIEAMNR B TR E (RHE35() £51)

out in note 35(a). HaETHERR -

- The English translation of the names of the companies established in
the PRC is for reference only. The official names of these companies
are in Chinese.

The amounts are interest free, unsecured and repayable on demand.

The Group’s credit limits offered to related companies are based on
assessment of their financial viability and reputation in the industry, including
historical payment records.

The Group applied general approach to provide the ECLs prescribed by IFRS 9.

To measure the ECLs of amounts due from related companies, the balances
are regarded as not credit-impaired and have been assessed based on
individual assessment. The Group engaged the Valuer to assess the credit
rating for the related companies and applying the expected loss rate at
approximately 5.34% (2024: approximately 5.19%) over the gross carrying
amounts for the year ended 31 December 2025. As at 31 December 2025,
loss allowance amounting to approximately RMB96,000 (2024: approximately
RMB1,000) was recognised based on individual assessment by reference to
the Group’s historical credit loss experiences, adjusted for factors that are
specific to the debtors, general economic conditions and an assessment of
both the current conditions at the reporting date as well as the forecast of
future conditions.

. T AR B AT R SZ A B Y 5 1 G 38 S R R A
2E  ZERANBE L BEAHXHME

ZEFARRS - BERRARERER

Hi

AEMRETHB A DN EEREL ARG LS
ARIE B EE N RAEAT R RSB (B IFIB T
$48) B3P 1 -

REE R — MR A R BRI 75 S 22 R 957
AR EMERES -

AiERKBABMARRB BHEEEE &8
WEAELNBEERE  BEIZERFGEEF
G- BE-T-_AF+-_A=T—HLEE F£&
EZREGEEMAHBEARFGHEETRL YR
MAAZEERTRHEIERL534% (Z T _WF : 4
519%) RZZT-AF+ZA=1+—H AR
#96,0007T (ZZE =4« HARK1,0007T) 265
BRECKENTHEERR EFEL2BAE
ERTEEFELR  YIHEBABETEE B2
KA A R R RS A B E AR OR B R SR AR
TERI Y S VR A -
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For the year ended 31 December 2025 HZE — T - AF+ - A=+—HItFE

22.

23.

158

AMOUNTS DUE FROM RELATED 22, FE U Ba B 1~ B FIE ()
COM PANI ES (Continued)
Movement in the ECL: TEHIEERIENEE)
2025 2024
—E-HE —ET_m4F
RMB’000 RMB’000
AR¥T T AREETF T
At the beginning of the year F4) 11
Provision/(Reversal) Bl (BmE) (10)
At the end of the year FR 1

CASH AND CASH EQUIVALENTSAND 23. R&RASEFBYWURE
=h
PLEDGED DEPOSITS EREXK
2025 2024
—E-RE —E-NF
RMB’000 RMB’000
AR®T AREET T
Cash and bank balances (note) e RIBITREER (FFE) 6,346
Pledged deposits [ ERER S 191
6,537
Note: MI&E -
2025 2024
—E-RF — T F
RMB’000 RMB’000
AR®TT AREFT
Denominated in RMB AAR¥GHE 20,519 4,697
Denominated in HK$ LB TTEHE 1,233 1,489
Denominated in United States Dollar (USD) PASETTEHE 1,112 160
Cash and cash equivalents HekRReEEY 22,864 6,346
RMB is not freely convertible into other currencies. However, under Mainland ARETRE BB EIBKEMER - A - BEFR
China’s Foreign Exchange Control Regulations and Administration of V‘Jhﬂ@blﬁ%@ﬂ%ﬁ”&f%ﬁ EERMNEEESR
Settlement, Sale and Payment of Foreign Exchange Regulations, the Group is JE) ¢ ANSR B AE B SRR B OME R B R RITH
permitted to exchange RMB for other currencies through banks authorised to ARBHBREMER o
conduct foreign exchange business.
Cash at banks earns interest at floating rates based on daily bank deposit RITRSERBETHARITEFRFEGFERZHF
rates. The bank balances and pledged deposits are deposited with KEREUA B o SRITAE A K B H IR 17 51 T3 17 70 4 B
creditworthy banks with no recent history of default and thus, the credit risks WEENTDENEEERT Bt - FERARER

are considered to be insignificant. RIDERK o
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For the year ended 31 December 2025 HE — T - AF+ - A=+—BILFE
24. TRADE PAYABLES 24. B E 5 RIE
An ageing analysis of the trade payables as at the end of the RIREARENE ZHHRIBIEEE H AR
reporting period, based on the invoice date, is as follows: DT :
2025 2024
—E-HF —E-F
RMB’000 RMB’000

25

AR¥T T ARETT

Within 3 months 3EAUA 30,858
3 to 6 months 3ZE6MEA 17,969
Over 6 months 6187 MK E 9,211
58,038
Trade payables of the Group are non-interest-bearing and are AEEENESHKBAETEE - —RER—
normally settled on terms of one to six months, extending to longer EREARGEES  ERBAEIENHRERSH
period for those long-standing suppliers. The carrying amounts of the FTRMARKRMEEH ﬁE e E 5 FRIBH BR
trade payables approximate to their fair values. HEEEQFERE
OTHER PAYABLES AND ACCRUALS 25 . HfttfE{N B R ESTIEH
2025 2024
—E-HE —E-NF
Notes RMB’000 RMB’000
ih=2 AR®T AREET T
Contract liabilities AHEaE (@) 23,178 50,729
Other tax payables E A e A 2H () 38,988 38,822
Other payables and accruals H A e 5RIE K B AT IR B © 366,630 353,345
Amount due to a director JEN —BESHKIE 6 7
Salary payables St #E S 8,176 9,233
436,978 452,136
Notes: P =E
(@)  Detalils of contract liabilities are as follows: @ ARNEEFBOT:
2025 2024
—E-RF —TomF
RMB’000 RMB’000
AR TR ARBTT
Short-term advances received from customers B & P UER R A2 i 2 K
Sales of goods HEE M 50,729
Contract liabilities include short-term advances received to deliver AHBEERERRNERmKERME Hﬂ ﬁ
products. The decrease in contract liabilities in 2025 was mainly due Ko BRNEBR=ZZS_RFEMRD -
to the decrease in short-term advances received from customers in HRFERRIRHEREEMEETM E )5
relation to the provision of sale of goods at the end of the year. L B B 55 HA 2 FOR A BT B o
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For the year ended 31 December 2025 HZE — T - AF+ - A=+—HItFE

25. OTHER PAYABLES AND ACCRUALS 25. HfttfE{NF B R ESTIE H

(Continued) (%)
Notes: (Continued) sk (&)
(b)  Included in the balances was mainly the value added tax payable of b)) FFAEBETZAERMNEERHDARE
approximately RMB26,260,000 (2024: approximately RMB26,086,000). 26,260,000 (ZZTE_MF : Y AR
26,086,000 7T) °
(¢)  Balance includes the provision of surcharge for overdue tax payment, ) HHBE ?fﬁﬁq%% KB A0 B B - PR R AR
equipment and construction costs payables of approximately REEXA - o B4 A AR 277,080,000
RMB277,080,000 and RMB8,317,000 respectively (2024: TRARKS,317,00070 (ZEZMEF : HHA
approximately RMB247,472,000 and RMB22,470,000). R ¥ 247,472,000 7T R A R ¥ 22,470,000 7T) ©
26. AMOUNTS DUE TO RELATED 26. FE{J B A Bl K 1E
COMPANIES
Details of amounts due to related companies are as follows: FEREEARRIBZFBAT ¢
2025 2024
—E-RE —T_F
RMB’000 RMB’000

AR¥TT ARBETT

Huzhou Hurong Supply Chain Management N R EE B IR AR A A

Co., Ltd.* ([HmitrERERE])
(‘Hurong Supply Chain Management”) 632
Zhejiang Aiyaogou e-commerce Co., Ltd. NMIEEEEFEEERAT
(“Zhejiang Aiyaogou’)* ([HI=EE) 75
Huzhou Wuxingyue City Hotel Co., Ltd. SN SR EEAR AR E JE A PR A A
(“Huzhou Wuxingyue City Hotel”)* ([ 588 N ﬁ@m#ﬁ@@fﬂ 28
Huzhou Ruixing Construction and Development 8/ & 2 LR AR A
Co., Ltd (“Huzhou Ruixing”)* ([HMEE]) 200
Huzhou Wuxing Xinye Construction Investment i/ R BT £ R FEEEFR A
Group Co., Ltd. (‘Huzhou Wuxing Xinye”)* ([HMREHFHZE]) 172
1,107
The amounts are interest free, unsecured and repayable on demand. EEREARE - EEAT AR EREFEE
“ The English translation of the names of the companies established in - RAPBEKZAT BB EEZEERSE
the PRC is for reference only. The official names of these companies ZERNAMIERNBBARAE -
are in Chinese.
27. AMOUNTS DUE TO IMMEDIATE 27. ENEEERQARRIE
HOLDING COMPANY
The amounts are interest free, unsecured and repayable on demand. EEAREARE - EEAW EREKFEE
160 Honworld Group Limited Annual Report 2025



NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
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For the year ended 31 December 2025 HE L -—AF+-A=+—HIFE

X g= I+
28. INTEREST-BEARING BANK AND 28. ;T R IT R H M E K
OTHER BORROWINGS
31 December 2025 31 December 2024
“E-IE+-A=1-H ZZCmFEtZA=1-A
Effective Effective
interest interest
rate (%) Maturity RMB’000 rate (%) Maturity RMB'000
BBRAE(%) HE  AR®TR  ERFAE®% I8 ARBTr

Current B

Lease liabilties (note 17(b) RERE (H3E17(0) 350-490 2026 —E=E 1,359 360-490 2025 "E-HF 1,638

Bank loans — unsecured & RTEH — EFHe0 580 2026 —B-RE 49,000 580 205 -Z-1F 49,000

Bank loans — secured ¥ BOEHR - FEAR0 3.80-3.90 2026 “B-AK 20,000 325 2025 -F-1F 10,000

Other borrowings — unsecured @ H 7 — &0 700 2025 —E-%E 240,875 7.00 2024 “F-MEF 217,739

Other borrowings — secured ©l — E A 31 — A1 @an 2025-2026 2024 2025

“ECREZ —= _Wij—_
7.00-15.32 ZECAE 3,480,926 7.00-15.32 “E-RE 3,031,570
3,792,160 3,309,947
Non-current E)
Lease liabilties (note 17(b) REBE (MH170) 2027-2030 2026-2029
ZECtEE :g:/\¢
—E-EE 980 360490 ZE-T-NF 1,393

Total it 3,793,140 3,311,340

Analysed into: AWT

Within one year or on demand R—ERHEEK 3,792,160 3,309,947

In the second year FF 436 473

In the third year to fitth years, inclusive 5 = 2 & 1

(ERMEREER) 544 920
3,793,140 3,311,340

Notes: B 5E -

(@ As at 31 December 2025, the Group’s total facilities of bank loans @ RZTEZAF+=ZA=+—80 £A5EAE
amounted to RMB69,000,000 (2024: RMB59,000,000), of which ﬁ%“ K I {2 48 58 A A R % 69,000,000 7T (=
RMB69,000,000 (2024: RMB59,000,000) had been utilised. — e - AR %59,000,0007T) * EHE

@Jﬁﬁj\ﬁﬁ%g 000,000 (ZZ=M4F : A
R #59,000,0007T) °

()  As at 31 December 2025, included in the balances was bank loans ) RET=ZAF+=ZA=+—8" FTALHBAE
amounting to RMB49,000,000 (2024: RMB49,000,000) which was RITER AR 49,000,000 7T (ZF = U4 -
unsecured, guaranteed by the intermediate holding company of the A K ¥ 49,000,0007T) * 7% 3K E A E K IF
Group, # M 2 E1 # H1 #% & , bearing interest at 5.80% (2024: 5.80%) P 2N 55 B R R P2 AR RN R B T 4R & AR
per annum and repayable within one year (2024: repayable within one IR - IRFFIE5.80% (7 = 7IJ_T|¢ 5.80%)
year). FFEYEAR—FAEE(ZE_WNF : AR

—FAREE) -
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28. INTEREST-BEARING BANK AND
OTHER BORROW'NGS (Continued)

Notes: (Continued)

162

(©

As at 31 December 2025, included in the balances were bank loans
amounting to RMB20,000,000 (2024: RMB10,000,000), which were
secured, bearing interest at 3.80%-3.90% (2024: 3.25%) per annum
and repayable within one year (2024: repayable within one year).

As at 31 December 2025, included in the balances was other
borrowings amounting to approximately RMB240,875,000 (2024:
approximately RMB217,739,000) which was unsecured, bearing
interest at 7.00% (2024: 7.00%) per annum and repayable within one
year (2024: repayable within one year).

As at 31 December 2025, included in the balances were other
borrowings amounting to approximately RMB3,480,926,000 (2024:
approximately RMB3,031,570,000) which were secured, bore
interest at 7.00%-15.32% (2024: 7.00%-15.32%) per annum and
were repayable within one year (2024: repayable within one year). Of
this balance approximately RMB457,770,000, RMB2,630,678,000
and RMB392,478,000 (2024: approximately RMB376,788,000,
RMB2,315,145,000 and RMB339,637,000) were from the intermediate
holding company, #i Ml = #2371 % & and fellow subsidiaries of the
Group (note 35(a)), M AJ# and AR E .

As at 31 December 2025, the Group’s other borrowings amounting
to approximately RMB1,919,775,000 (2024: approximately
RMB1,822,775,000) in principal amount were overdue and the related
overdue interest expense of approximately RMB244,390,000 (2024:
approximately RMB252,047,000) (note 8) was recognised for the year
ended 31 December 2025.

At the end of the reporting period, certain of the Group’s assets were
pledged to the lenders for securing the bank and other borrowings
granted to the Group.

The carrying values of these assets are:

28.

=

©

=

B8R 1T R HE {8 B

Al ~

()

RZEBE_AF+ZA=+—8 st A&
BIR1TE R A R ¥ 20,000,000 (ZZ =Y
& : AR¥10,000,0007t) ' ZEREEIK
- #ﬁiﬂ??sso%i3 90% (=T — P4 :
3.25%) st EWER—FRERE (ZS=_UF :
R—FREE) °

RZTE_AF+ZA=+—H st AR
BE A E A A R #240,875,000 T (=&
—POF  HARBE217,739,0007T) * & FKIE
BEE  REFRT7.00% (ZFT = F :
7.00%) s EWER—FNEE (ZT=MF:
AR—FANEE) -

R-ZBE_RAE+-_A=+—8 ' st A&
B E S R4 AR5 3,480,926,000 7T (= F
—HEF 4 AR#3,081,570,0007T) * &K
EHABEE  RERET7.00%E15.32% (=
4:@@:7oo%i1532%)§+53£//\ﬁAf
FREE(CT-_NF : AR —FRESE) -

ZAE R AR ¥ 457,770,000 « AR #
2,630,678,000 7T & A & # 392,478,000 7T
(ZZ =% : HH AR ¥ 376,788,0007C * A
R #2,315,145,000 7t & A # 339,637,000

TO) AR B AREEMN P EERQR M
MR B TR E A R R R B R (R
35()) AWM KIHERE -

R-ZTZE-_AF+=-A=+—H AKEH
R4 B ARK1,919,775,000T (=&
— P4 ) AR #1,822,775,0007T) KA
CEBRE MEBAPNERIHAR
# 244,300,000 (ZZE—MF : HARE
252,047,00070) (MEF8) RBE—_T_AF
+ ﬂ + E'ﬂ:ﬁzr_ﬁgwu°

R|ERR - ARERETEEERTER
A ERAK BT ERIRTT R EME KA
1% °

Property, plant and equipment Y - BE R&E
Right-of-use assets EREEE
Inventories #E

ZEEENEREER :
2025 2024
—EB-HEF —EMF
Notes RMB’000 RMB’000
=3 AR¥ T ARETT
16 151,214 169,160
17(a) 44,361 45,661
19 409,873 442 122
605,448 656,943
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For the year ended 31 December 2025 # % —

28. INTEREST-BEARING BANK AND
OTHER BORROW'NGS (Continued)

Notes: (Continued)

(h)

According to the sale and leaseback agreements, if no default occurs
during the lease term, the ownership of the plant and machinery shall
be automatically transferred to the lessee at a nominal consideration.

The management assessed the accounting treatment and was of the
view that the Group have control over the machinery and equipment as
the Group had the option to acquire the assets at nominal consideration
at the end of the lease period. Thus, the transfer of the machinery and
equipment to the lender did not satisfy the requirement of IFRS 15 to
be accounted for as a sale of assets and the Group shall continue to
recognise the transferred assets as property, plant and equipment and
shall recognised transfer proceeds from the lender as other borrowings.

The following table sets out the details of the sale and leaseback
arrangements as at 31 December 2025 and 2024:

As at 31 December 2025

ZRFT-_A=+—BILFE

a /
28. 5T ESBITREMER w
MizE : (88)
(h) @ﬁ%&@ﬁﬁ%'%ﬁﬁgﬁmﬁﬁé

RIS MR T BRI AR BARESR
@E T AMEA -

BEEEFHEHEEE  REAEELHES
RRimHEaEGE  DEASEGRERE
ARBEREEMERRBEERE - At [@
ERANE RS R REL NS BRI
EERFEISKRAEARIEREELE
i AN 6% [ e 45 A e SR %ﬁ?ﬁ%% RS
KRR A% B SR B 8 3R B 1S SR RE R
HAfEK

TRV B -_HAFR-_ZF_MF+=
H=1t—BnEREBEZHHE :

R-FE-HAF+=A=+—H

Effective
Date of incurrence Principal amount Interest rate Maturity Guarantee deposit
EXRH r& BIEFE 8 A RES
(RMB) (%) (RMB)
(AR®) (AR®)
21 January 2020 55,000,000 15.32% 20 January 2023* 5,000,000
—T-TFE—F_-+—H —E-=F—HZ=+H*
16 August 2021 48,000,000 12.45% 15 August 2022 4,000,000
2 —F\A+<H —E-_FNA+HAB*
20 August 2021 18,000,000 12.36% 19 August 2022* 850,000
—E-—%7A=+H —E-_FNRTNB*
8 September 2021 13,000,000 12.53% 7 September 2022* 1,000,000
—ZE_—FNAANE —E__FhAAER"
22 October 2021 35,000,000 12.43% 21 October 2022* 4,000,000
2 —F+A=+=H —ET-_—F+A=+—8*
22 October 2021 33,000,000 10.65% 21 October 2022* 4,000,000
—T=-—F+A=+=H T —F+RA=+—8*
21 January 2022 3,950,000 12.53% 21 January 2023* -
—EZF—HA=+—H —T_=F#—HF_-+—8*
21 January 2022 3,300,000 10.70% 21 January 2023 =
—E-_—_F—HA=+—H —E-=F—RA=+—8*
ZEMBEBRAR —TE_hFFW 163
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28. INTEREST-BEARING BANK AND

164

OTH ER BORROW'NGS (Continued)

Notes: (Continued)

(h)

28. ;T ERITR EMERK @

The following table sets out the details of the sale and leaseback

arrangements as at 31 December 2025 and 2024: (Continued)

As at 31 December 2024

BfaE - ()

h TREVWAZZFE-_AFR-_ZT_NF+=
A=+—H0MERLEMAELTHFE : (&)

RZTEZNF+=—A=+—H

Effective
Date of incurrence Principal amount Interest rate Maturity Guarantee deposit
E4EHH & =i TS ZIH R RER
(RMB) (%) (RMB)
(ARE) (ARE)
21 January 2020 55,000,000 15.32% 20 January 2023 5,000,000
—E-TF—HA=+—H —E-=F—RA=+8"
16 August 2021 48,000,000 12.45% 15 August 2022 4,000,000
—T=—FNA+H T —_FNA+HAB*
20 August 2021 18,000,000 12.36% 19 August 2022 850,000
—EZ—FN\AZ=+H —EZ_FNA+ANB*
8 September 2021 13,000,000 12.53% 7 September 2022* 1,000,000
—ZE-—FNAANR —E__FhARER"
22 October 2021 35,000,000 12.43% 21 October 2022* 4,000,000
—T-—F+A=+=H —E-——#+A=+—8*
22 October 2021 33,000,000 10.65% 21 October 2022* 4,000,000
—E-—F+A=+=H —E-—F+HA=-+—8*
21 January 2022 3,950,000 12.53% 21 January 2023 =
—EZ-—%—HA=+—8” —E-=F—A=+—8*
21 January 2022 3,300,000 10.70% 21 January 2023* -
—T-—§F—A=+—H —T-=%—R[=+—8*
“ As at 31 December 2025, the Group’s sales and leaseback * R-ZE-_AF+-_A=+—H &

arrangement amounting to approximately RMB209,250,000
(2024 approximately RMB209,250,000) in principal amount
were overdue interest expense of approximately RMB52,840,000
(2024: approximately RMB63,650,000) was overdue and the
related recognised for the year ended 31 December 2025.

All the Group’s bank and other borrowings are denominated in RMB.
The carrying amounts of the Group’s bank and other borrowings

approximate to their fair values.
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DEFERRED GOVERNMENT GRANTS

9. i FIE B AT 8 Rh

2025 2024
—E-RE —T U4
RMB’000 RMB’000
AR®ET T ARBFT

A0 FE DR 460 B

Deferred government grants

...

Note:

The Group was entitled to receive grants from a Zhejiang Provincial People’s
Government in the PRC for further promoting enterprise technological
transformation. The grant was to subsidise the Group for the upgrading
its existing factory premises. The grants involved the acquisition of
domestic automated filling lines and automated blending production lines.
Upon the completion, the Group is expected to achieve a higher annual
production capacity of various seasoning products. As at 31 December
2025, RMB16,570,000 was recognised as deferred government grants.
The amortisation of deferred income from government grants amounting
to approximately RMB630,000 was recognised as other income and was
amortised to profit or loss over 10 years, which is the estimated useful life of
the related machinery and equipment.

SHARE CAPITAL

RNEBBEGE — T HEDEBIME R YEF EH
HITEAARBRFOMEE - ZHEARENAEE
RABERE -z REERANGELEE
BREBCREAEER  TRE  NEBEFEHA
ResEARMNEFErR R-_ZE_AF+_A
=t+—8" AE%MﬁmmmmEﬁ%ﬁﬁﬁﬁﬁ
A o BRI 4 B AT Uk A 85 40 & A R 5 630,000
L BHERAEMKA  WiRAEKERRENTE
SHE R EH10F#EE B -

30. R 2

Details of movement of the share capital of the Company are as KRB S FBMOT
follows:
Number
of shares RMB’000
=] ARET T
Authorised: JETE
Ordinary shares of USD0.0005 %718 H 8 0.0005 % 7T
(RMB0.00305) each (A R #0.00305 7T) #) & 8 %
As at 1 January 2024, 31 December 2024, E’\: T_FE—RF—H
1 January 2025 and 31 December 2025 —E_NE+ZA=+—0H "
777£¢ A—Bxk
“E-_RAF+=-RA=+—H 1,000,000,000 3,050
Issued and fully paid: BETRER
Ordiinary shares of USD0.0005 2 i¢ [E7 {8 0.0005 % 7T
(RMBO0.00305) each (A R #.0.003057T) B9 B AL
As at 1 January 2024, 31 December 2024, R-ZZTZW&E—HA—A8 -
1 January 2025 and 31 December 2025 ZE-_WFE+-_A=+—8"
ZZEZHEE-—A—AK
= A e i = S E— 578,750,000 1,767
ZENBEBRART —ZT-AFFR 165



NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

S o B 5 e A B

For the year ended 31 December 2025 HE—ZE-—RAF+—_A=+—HILFE

31. RESERVES 31. f#1E

166

The amounts of the Group’s reserves and the movements therein
for the current and prior years are presented in the consolidated
statement of changes in equity of the consolidated financial
statements.

(a

(b)

(c)

Merger reserve

The merger reserve represents the difference between
the Company’s shares of the nominal value of the paid-up
capital of the subsidiaries acquired and the Company’s cost
of acquisition of the subsidiaries under the principles of the
pooling-of-interests method.

Capital reserve

Capital reserve arises from the capital contribution by the
controlling shareholders of the Company.

Statutory surplus reserve

Transfers from retained profits to the statutory surplus reserve
are made in accordance with the relevant PRC rules and
regulations and the articles of association of the Company’s
subsidiaries established in the PRC, and are approved by the
respective boards of directors.
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32. NOTES TO THE CONSOLIDATED
STATEMENT OF CASH FLOWS

(@) Major non-cash transactions

During the year ended 31 December 2025, the non-
cash additions to right-of-use assets and lease liabilities
in respect of lease arrangements for warehouse was
approximately RMB670,000 (2024: approximately
RMB1,115,000).

Based on the legal advice, the amount of the other
borrowings is approximately RMB19,144,000 have been
settled by third party through the court account. The
other borrowings have been offset against the other
receivables as at 31 December 2024, following the
settlement of the legal case.

(b) Changes in liabilities arising from financing activities are as

follows:
Bank and
Lease other
liabilities  borrowings
BIR
HEEE  HtfER
RMB’000 RMB’000
ARETT AR%TR
2025 —ECIE
At 1 January 2025 W-ZE-n%-A-H 3,031 3,308,309
Changes from financing BERGMEED
cash flows (1,040) 42,000
Interest paid BRFE (118) (3,547)
Non-cash: FRs
Interest expense FlEFZ 199,649
Overdue interest expenses ~ BEAFI S5 244,390
New lease niHE -
Termination of lease RIERE -
Exchange difference 5= =
Other (note) Hi (i) =
At 31 December 2025 RZEZRE
+=B=1+-H

R.EZERERBRMEE

@ ETEFREXRH

. HE-_FT-_AF+=-A=1+—H
LHFE REEASZHNER
EEERMEREMIEESEN
#5 AN R 670,000 7T (ZZ =Y
& HARE1,115,0007T) °

o  IBEEEER  HMERHARE
19,144,0007C 2 BB % = 75 i85 iR % P
BRP S - RERTRMERE &
HEREHER T _WNF+=A
=+— HAE MR GRIEIE

(b) MEEBFELEBEOZHNOT

Amount
Provision ~ Amounts due to
for long dueto  immediate Amount
service related holding due to
payment companies  company  adirector Total
Eft
RE  EAE®  EEE2R O E4-%
REeRE AARE AARE  EERAE @t
RMB'000  RMB'000  RMB'000  RMB’000  RMB'000
ARETR ARETRT AR%TR AR¥Tn AR%Tn

3,319,336

e
(3,665)

199,767
244,390
670
(322)
(12)

(&4)

3,800,624
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NOTES TO THE CONSOLIDATED
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For the year ended 31 December 2025 HZE — T - AF+ - A=+—HItFE

32. NOTES TO THE CONSOLIDATED NR.GEEERERHT @
STATEMENT OF CASH FLOWS (continued)
(b) Changes in liabilities arising from financing activities are as (b) mEzBFRELAGNESNT : (&)

follows: (Continued)

Amount
Amounts due to
Bank and dueto  immediate Amount
Lease other Other related holding dueto
liabilities  borrowings liabilities  companies company a director Total
fEft
BITR @R EREER B4
RERE AR ABE LARE  QARE  ERRE @t

RMBOOO ~ RMB00 ~ RMBOO0 ~ RMBO0  RMBOO0  RMB'000  RMB'00O
ARETL AR®TR ARETR ARETT ARETn ARETR AR¥TR

2024 ke 15
At 1 January 2024 RZZZmE-A—-A 3098 2,805,382 56,517 1,649 453 6  2867,105
Changes from financing HEREREED

cash flows (1,012) 75,000 (60,000) (542) - - 23,446
Interest paid ERFIS (171) (4,656) - - - - (4.827)
Non-cash: FRs:
Interest expense FERZ 171 199,680 - - - - 199,851
Overdue interest expenses ~ BERF| 8% - 252,047 - - - - 252,047
New lease MEE 1,115 - - - - - 1,115
Termination of lease RIEAE (170) - - - - - (170)
Exchange difference ERESE - - - - 10 1 11
Netted off with other receivable 3£ ftt fE IR A 35 - (19,144) - - - - (19,144)
Other (note) Hit (i) = = (%) o S = (%)
At 31 December 2024 e 113

+-A=+-H 3081 3,308,309 6,419 1,107 463 7 3319336

Note: B 5E
Other include the decrease in provision for long service payment. HinaEREHARESEBERD o
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For the year ended 31 December 2025 HE — T - AF+ - A=+—BILFE

32. NOTES TO THE CONSOLIDATED R.GERERERMT @
STATEMENT OF CASH FLOWS (continued)
(c) Total cash outflow for leases (c) HERESRLLALRE
The total cash outflow for leases included in the consolidated SAGERERERTHNEER SR
statement of cash flows is as follows: HAEREN T ¢
2025 2024
—EC-RE —E - pU4E
RMB’000 RMB’000

AR¥T T ARETT

Within operating activities KRB E 342
Within financing activities BLE)E B [E 1,183
1,525
b )=
33. PLEDGE OF ASSETS B.EEEH
Details of the Group’s assets pledged for the Group’s bank and other REBRRITREMERAEREENFS
borrowings are included in note 28(g) to the consolidated financial B GR A B ISR M sE28(g) °
statements.
34. COMMITMENTS 34. & B
The Group had the following capital commitments at the end of the AREBMPNIRERRE THIEANHEE :
reporting period:
2025 2024
—E-RHF —E M
RMB’000 RMB’000

ARBT T AR¥TE

Contracted, but not provided for: EEHEEESE= L
Plant and machinery B BE K i 2% 4,628 6,156
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35. RELATED PARTY TRANSACTIONS 35. BB LIRS
() BTG ERREARE -

(@ Name and relationship of related parties:

Name Relationship

=F 2REA

Wuxing HK Immediate holding company

REEE BEEZERAR

N R T 1% & Intermediate holding company
FEERA A

A AR Fellow subsidiary
EEN )N

B EE Fellow subsidiary
EEN )N

Zhejiang Aiyaogou Fellow subsidiary

WLIE 2R EEN )N

Huzhou Wuxing Hongcheng Hotel Management Co., Ltd. Fellow subsidiary

(“‘Huzhou Wuxing Hongcheng Hotel”)*

WM R ESHOEE SR AR A E (DN R BB EEE ) EEN )N

Huzhou Wuxingyue City Hotel Fellow subsidiary

AN 52 B 35 A O T EEN )N

Huzhou Wuxing Husheng Construction and
Development Group Co., Ltd
(“Wuxing Husheng Construction”)*

MMREDR R ZRABEEERAF]
(TREMBER])

Huzhou Wuxing Hongcheng Hotel Management Co., Ltd.
Freeport Branch*

IR EEHBEEREER AR EHABED A F

Huzhou Wuxing Hongcheng Hotel Management Co., Ltd.
Meizhou Road Branch*

WM R EEHOE S EIR A R A B8N EE D R A

Huzhou Wuxing Xinye

WM R ELT

Huzhou Ruixing

A=

Huzhou Hurong Supply Chain Technology Co., Ltd*

MR R G BRI AR A A

Hurong Supply Chain Management

ARGt R E IR

* The English translation of the names of the companies
established in the PRC is for the reference only. The official

names of these companies are in Chinese.

170 Honworld Group Limited Annual Report 2025

Fellow subsidiary

GES] VNG
Fellow subsidiary

GES] VNG
Fellow subsidiary

GES] VNG
Fellow subsidiary
GES] VNG
Fellow subsidiary
GES] VNG
Fellow subsidiary
GES] VNG
Fellow subsidiary
CIES =N

: NG ET DRV B LIRS E e E RS
2E ZERAMERNBBIAR R
% o

=



NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
Aok 7 A 205 A P

For the year ended 31 December 2025 HE L -—AF+-A=+—HIFE

35. RELATED PARTY TRANSACTIONS

(Continued)

(b)

In addition to the transactions detailed elsewhere in these
consolidated financial statements, the Group had the following
transactions with connected and related parties during the

year:

Name of related parties

Lot

Nature of transactions

ReMHE

35. HEB AR S @

(b) MZZBLHEMBHRKREM IS F e

N R I TR E

FAAM

WA RRE

Wuxing Husheng Construction
REGH R ER

Zhejiang Aiyaogou
IR 20

Huzhou Wuxing Hongcheng Hotel
8N SR B IR 3

Huzhou Wuxingyue City Hotel
AN R AR AR R

Huzhou Wuxing Hongcheng Hotel
Management Co., Ltd.
Meizhou Road Branch

MR ERHOEE BB ERAF
1IN D A E]

Interest expenses
FEFRZ

Overdue interest expenses
paE PN

Interest expenses
FEFRE

Overdue interest expenses
pa i PN

Overdue interest expenses
pa iR I ESNE

Interest expenses
FEFRZ

Overdue interest expenses
pal i PN

Sales of goods

HEEm

Purchases of goods
HEEEMm

Sales of goods

HEEm

Sales of goods

HEEm
Accommodation fee
FEER

Sales of goods

HEE M

£3

RGN REBFANFIATEREBEER
RN S

2025 2024
—E-RHF —ZEmEF
Notes RMB’000 RMB’000
B 5 AR®ET T ARETTT
(i 26,768 23,040
0) 22,215 16,397
0) 157,767 158,199
0) 157,767 158,199
0) 52,840 41,518
0 11,568 13,801
0 11,568 13,801
(i) 82 44
(i) 93
(i 21
(i 2
(i 171
(i 4
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For the year ended 31 December 2025 HE L -—AF+-A=+—HIEFE

35. RELATED PARTY TRANSACTIONS

(Continued)

(b)

(Continued)

Nature of transactions

ReHE

Name of related parties

LR

(b) &

Notes

ft 5

Huzhou Wuxing Hongcheng Hotel
Management Co., Ltd.
Freeport Branch*

MR BB HOEE BB ERA A
BHES QT

Huzhou Wuxing Xinye

Sales of goods

HESm

Rental expenses

M R BT Hem%
Hurong Supply Chain Management  Purchases of property, plant and
equipment

ARG R E IR

Huzhou Hurong Supply Chain
Technology Co., Ltd*

AMHE AR BRI AR A A

Huzhou Ruixing

i EA =2

BEWE  KERRE

Purchases of property, plant and
equipment

BEYE  KERRE

Event sponsorship

BEENE

(i)

(i)

(i)

(i)

(iii)

Notes:
i) The interest expenses and overdue interest expenses were
charged in accordance with contractual terms.

(ii) The sales and purchases of goods, rental expenses, purchases
of property, plant and equipment and accommodation fee
were charged in accordance with contractual terms with fellow
subsidiaries.

(iii) The event sponsorship was paid to Huzhou Ruixing for the
2024 Shanghai Conservatory of Music South Taihu International
Music.

The above transactions were carried out in the ordinary course
of business and conducted in accordance with the terms and
conditions mutually agreed by both parties.
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(i)

35. HEB AR S @

2025 2024
—E_RE —EpF
RMB’000 RMB’000
AR®T ARBTT
8

172

200

F SR KR SR TRES 4
TR ARER @

HERBERER HEHX BEY
¥ HERRBAREEERIEE
B [B) 2P B X BB & AY IR FRULER

B 512024 £ 5 & 24 8 B g A4 B B
BREBMHMNERLNEDEDE

SR AEEBERPREESEE
178 FOAGRSR S G AT HEAT o
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For the year ended 31 December 2025 HE — T - AF+ - A=+—BILFE

35. RELATED PARTY TRANSACTIONS 35. B H R F w0

(Continued)

(c) Compensation for key management (c) XEEXFEEBAENHE
personnel of the Group
Key management of the Group are members of the board of AEBTZETEABERESTENE
directors, as well as members of the “management board” of LEEBRRIN[EREEZES]IKE
the parent company. Key management personnel remuneration FTEEBEABEFHEEATHE

(d)

includes the following expenses:

2025 2024
—E-RE T OF
RMB’000 RMB’000

AR¥TR ARETT

Salaries, allowances and benefits in kind He R REYF S 1,019
Pension scheme contributions RIREETEIHR 29
Total compensation paid to key SR TFEEEEASNMEEE

management personnel 1,048
Further details of directors’ emoluments are included in note 11 EEMESHE —FPHFBTALRE I
to the consolidated financial statements. WERMFENTF -
Provision of guarantees by related parties (d) EBEERS FRIRMHMVIER
Details of the Group’s guarantees to related parties are NE B M BAEE 5 B M IERFBEEN
included in note 28 to the consolidated financial statements. LA IS ERERMIFESS ©
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36. FINANCIAL INSTRUMENTS BY

174

CATEGORY

The carrying amounts of each of the categories of financial

36. REHETHEMTA

instruments as at the end of the reporting period are as follows:

2025 —E-FHE

Financial assets THREE

Trade receivables FEWE 558

Financial assets included in prepayments, FTATERT SR « H AR W EIE &
other receivables and other assets HEMWEENSREE

Amounts due from related companies JE UK Ba B N B R

Pledged deposits BEERER

Cash and cash equivalents ReRREZFEY

Financial liabilities THERE

Trade payables FERTE 5508

Financial liabilities included in

other payables and accruals
Amounts due to related companies
Amount due to immediate holding company
Interest-bearing bank and other borrowings

FHAE M RIB R AR R &
TREE

&1 B~ R 5RIR

e B R R R OR

FHERTT R EMAER

Honworld Group Limited Annual Report 2025

SESBTARNGRSHANEEEMT -

Financial
assets at
amortised cost
R 88 B A
TR
SREE
RMB’000
AR®T T

Financial
liabilities at
amortised cost
R A
STER
cRAE
RMB’000
AR®T T

62,414

374,812
691

452
3,793,140

4,231,509
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For the year ended 31 December 2025 HE—E-—RF+—_A=+—HILFE

36. FINANCIAL INSTRUMENTS BY 36. REHETHERT A @

CATEGORY (Continued)
2024 —E-MEF
Financial assets THEE
Financial
assets at
amortised cost
R SR A
FER
CREE
RMB’000
ARET T
Trade receivables FEWE 558 25,220
Financial assets included in prepayments, T ATETFRIE « Ho i FE W RRIE
other receivables and other assets EMEENSRERE 20,595
Amounts due from related companies el NS B 21
Pledged deposits [REEEERES /S 191
Cash and cash equivalents ReERBFEEEFEY 6,346
82,81
Financial liabilities THEE
Financial
liabilities at
amortised cost
R SR A
FTER
cRIBE
RMB’000
ARBFIT
Trade payables BB S FIA 58,038
Financial liabilities included in FTAEMEN IR EFTIEE /Y
other payables and accruals THEE 362,585
Amounts due to related companies JE 15T BB A BB 1,107
Amount due to immediate holding company FER EEZER AT FRIE 463
Interest-bearing bank and other borrowings =T EERT K H fth 8 5K 3,311,340
8}, 7818} (518t
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37. FAIR VALUE AND FAIR VALUE

38

176

HIERARCHY OF FINANCIAL
INSTRUMENTS

Management has assessed that the fair values of the Group’s
financial instruments as disclosed in note 36 to the consolidated
financial statements approximate to their carrying amounts largely
due to the short-term maturities of these instruments.

There were no transfers of fair value measurements during the years
ended 31 December 2025 and 2024.

FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES

The Group’s principal financial instruments comprise amounts due
from/to related companies, immediate holding company, interest-
bearing bank and other borrowings, pledged deposits, and cash and
cash equivalents. The main purpose of these financial instruments
is to raise finance for the Group’s operations. The Group has
various other financial assets and liabilities such as trade and other
receivables and trade and other payables, which arise directly from
its operations.

The main risks arising from the Group’s financial instruments are
foreign currency risk, credit risk and liquidity risk. The directors review
and agree policies for managing each of these risks and they are
summarised below.
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37.

38.

EMTANAFERLQF
EERER

BEEC N AERAM MR L6 AMER
SEERIANATEREAREERES =
ZmNItET AN HFHRE -

HE T _AFF_FT_WNWF+_A=+—
HIEFE A FEFE 2T EER o

Bt b B 3E B R R BUR

AEENEES R T A OREEY &R B
AR BEREERARRIE  FHRRTREM
fER  BEMERARRERREEEY -
ZETMTANTIEZANERAEENEE
ERET - AEBAZREEBHEEKEE
EENEMEREERAE WERKESK
T8 N oA e WK IR DA R FE A B 5 5R0R B EL A
FET5RIA -

AEESHTAEANTIZRARAINERER -
ERRBRNMABERR EFRFAMBEEE
BEBERBOERE  ARERRBALT -



38. FINANCIAL RISK MANAGEMENT

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

% 0 U 5 A B

For the year ended 31 December 2025 HE — T - AF+ - A=+—BILFE

OBJECTIVES AND POLICIES (continued)

38.1 Foreign currency risk

The Group is exposed to the foreign currency risk mainly arising
from changes in the exchange rate of USD against RMB. The
Group has not hedged its foreign exchange rate risk based on
the consideration that the foreign currency transactions are not

significant to the Group.

The following table demonstrates the sensitivity at the end of
the reporting period to a reasonably possible change in the
USD exchange rate, with all other variables held constant, of
the Group’s loss after income tax and the Group’s equity.

38. MEEREEBEREX

(%)
38.1 JMEE | b

AEBHGEIERXTEARBEX
EEmMELNINERR - ZREIINE
RHBUAREBANER  WAEEL
EHIHINERR -

TREBREMBEMESET TEMN
BRT  NREB RS HIZEIENLR
REBBEZHNRERETERT]
RS EEBNGURE -

Increase/
Increase/ (decrease)
(decrease) in loss
in foreign after
currency income tax
rate and equity
RRETBH %
IMESE = EiERERS
EA(CTE)  #i/ GRd)
% RMB’000
% AREF T
2025 —E-RHF
If USD weakens against RMB =T ARKERE
If USD strengthens against RMB =T i ARERE
2024 —ECF
If USD weakens against RMB WETEAREZE 5 6)
If USD strengthens against RMB WZETHAREHE ) 6
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38. FINANCIAL RISK MANAGEMENT 38. M E kR EE R R REXK
OBJECTIVES AND POLICIES (continued) ()
38.2Credit risk 38.21= A A&
Maximum exposure RARE R
The tables below show the credit quality and the maximum TRETERAEEEERXRNEE
exposure to credit risk based on the Group’s credit policy, BERkGAEERR ZEEBXRE
which is mainly based on past due information unless other ZENBENIMER (RIFETH
information is available without undue cost or effort, and BN NEMKARSKSE 7RI ESH
year-end staging classification as at 31 December 2025 and HEHmERASE @ UER=FE=h
2024. The amounts presented are gross carrying amounts for FRZZFZNF+ZA=1+—HHF
financial assets. ERBESBE -MENcEREREE
RIBREI 4B %8 o
As at 31 December 2025 R-ZE-RFE+=-HA=+—H
12-month
ECLs Lifetime ECLs
128 A EH
FEF#E 2HELEEER
Simplified
Stage 1 Stage 2 Stage3  approach Total
FIRR  FolE  FWBR  filkhxk wst
RMB’000 RMB’000c RMB’000 RMB’000 RMB’000
AR¥TR ARETRT AR®TR AR%TR AR%¥T:R
Trade receivables* eI E 55 IR
Financial assets included in prepayments, 5t AT 308 « E e Ya 78
other receivables and other assets REMEERNGRHEE
— Normal** — —
. LOW*** . 1&*’(*
Amounts due from related companies U BIEE A R FUE
Pledged deposits BHEAER
— Not yet past due — R
Cash and cash equivalents ReRREEEY
— Not yet past due — R
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For the year ended 31 December 2025 HE—E-—RF+—_A=+—HILFE

38. FINANCIAL RISK MANAGEMENT

38. MEEREEBEREX

OBJECTIVES AND POLICIES (continued) (%)
38.2Credit risk (Continued) 38.215 A (@)
Maximum exposure (Continued) RAEE (&)
As at 31 December 2024 R-ZE-—mF+=-—A=+—H
12-month
ECLs Lifetime ECLs
1218 A8
FEBE LHBEHEEEE
Simplified
Stage 1 Stage 2 Stage3  approach Total
FIRE  FoRB  FIRE  BiHE Bt
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARETT ARETT AR®ETT ARETT
Trade receivables* EME 5508 - - - 27,893 27,893
Financial assets included in prepayments, st AFERTFIE « E b EKFUR
other receivables and other assets REMWEAENCSREE
— Normal** — — g 20,204 - - - 20,204
— Low™* — {E = - 3,204 - 3,204
Amounts due from related companies 4 B8R 2\ B 5B 22 - - - 22
Pledged deposits EERER
— Not yet past due — R 191 - - - 191
Cash and cash equivalents ReRREEEY
— Not yet past due — R@H 6,346 - - - 6,346
26,763 - 3204 27893 57,860

ke

For trade receivables to which the Group applies the simplified
approach for impairment, information based on the provision
matrix is disclosed in note 20 to the consolidated financial
statements.

The credit quality of the financial assets included in prepayments,
other receivables and other assets is considered to be normal
when they are not past due and there is no information indicating
that the financial assets had a significant increase in credit risk
since initial recognition.

The credit quality of the financial assets included other
receivables is considered to be low when they are past due and
there is information indicating that the financial assets had a
significant increase in credit risk since initial recognition.

. T 5= Bt R (B T 3% B A (L TR R R
WESHAME - ERBEEENE
FHER & B 15 MR M RE 20 0 FE -

o FTATEMHAE - bR R
BEEMNSRHAENFEEETERAY
AR BIES - AR ET AR
BREREBSBEENEARRES
e

o BeREE(BRAMEBLEA ER
B BREMBIZEREER A
ERIARGE R AEE N AZE
REENEERERGERE -
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38. FINANCIAL RISK MANAGEMENT 8. MR EE R FEREXK

OBJECTIVES AND POLICIES (continued) ()

38.3 Liquidity risk 38.3 71 Ep 14 A By
The Group’s policy is to maintain sufficient cash and cash AEENHREARFDVHIR S KR
equivalents and have available funding through capital é—rf‘% I35 B E B K& H b & FREX
contribution and other borrowings. BEw -
The maturity profile of financial liabilities as at the end of the RMEHR - @REAERES KRR
reporting period, based on the contractual undiscounted MR B EERAT -

payments, is as follows:

More than Total
Within one year contractual
one yearor but less than More than  undiscounted Carrying
on demand five years five years  cash flows amount
-FRy  -FHLEE RORER

RERE AEHUR RENE RERELR REE
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTT AR¥TR AREBTR AR%TR ARET:R

At 31 December 2025 R=BZRE+=A=1-H
Trade payables EREZHE 62,414 62,414 62,414
Lease liabilities HEERE 1,407 ] 2,423 2,339
Financial liabilties included in s ARt T 5IE R e E B

other payables and accruals Memas 374,812 374,812 374,812
Amounts due to related companies BN RI3E 691 691 691
Amount due to immediate ERERERAR

holding company 452 452 452
Interest-bearing bank and SRR REMER

other borrowings (TRERESRE)

(excluding lease liabilties) 3,811,288 3,811,288 3,790,801

4,251,064 ] 4,252,080 4,231,509
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38. FINANCIAL RISK MANAGEMENT 38. MEEREEBEREX
OBJECTIVES AND POLICIES (continued) ()
38.3 Liquidity risk (Continued) 38.3 7 B 14 /&L B ()
More than Total
Within one year contractual
oneyearor  butless than More than  undiscounted Carrying
on demand five years five years cash flows amount
—FR%  —FHLA BRAREE

RERE RENUA EFENLE RERERR REfE
RMBOOO ~ RMBO00  RMBO00 ~ RMBOOO  RMBIO0D
ARETL  ARETR AR®TR ARETR ARETR

At 31 December 2024 RZZ2Z@mE+ZA=+-H
Trade payables ENESHE 58,038 - - 58,038 58,038
Lease liabilties HEEE 1,386 1,785 - 3,171 3,031
Financial iabilities included in STAE MR FIB R ERIRR

other payables and accruals MeRAR 362,585 - - 362,585 362,585
Amounts due to related companies e AR A AR 1,107 - - 1,107 1,107
Amount due to immediate e EERRA RN

holding company 463 - - 463 463
Interest-bearing bank and STRRITREMER

other borrowings (TeEREEE)

(excluding lease liabiltties) 3,614,149 - - 3,614,149 3,308,309

4,037,728 1,785 - 4039513 3733533
38.4 Capital management 3BAENREE

The primary objectives of the Group’s capital management AREFEABTEMNETEZHELSRERA
are to safeguard the Group’s ability to continue as a going SERBELEERENUREREBRNE
concern and to maintain healthy capital ratios in order to A E UERHEEBRARERFR
support its business and maximise shareholders’ value. The XAEBE - ASEREELENREE
Group manages its capital structure and makes adjustments MEERFABRELERNEE - BEFX
to it in light of changes in economic conditions. To maintain or ARERER AEBSERAEIN
adjust the capital structure, the Group may adjust the dividend FRREMAR S R B AR A T AR R ok B
payment to shareholders, return capital to shareholders or TTHAR ©

issue new shares.
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38. FINANCIAL RISK MANAGEMENT

39. EVENTS AFTER THE REPORTING

182

OBJECTIVES AND POLICIES (continued) (4#)
384 EREE (@)

38.4 Capital management (Continued)

The Group monitors capital using a gearing ratio, which is net
debt divided by net debt plus total deficit. Net debt includes
trade payables, other payables and accruals, amount due
to immediate holding company, amounts due to related
companies, interest-bearing bank and other borrowings
and provision for long service payment less cash and cash
equivalents. The Group’s policy is to keep the gearing ratio
at a reasonable level. The gearing ratios as at the end of the

reporting periods are as follows:

8. MBEREERZRRBE

AEBRBEABBALXREZER
% L R IR R AR TS R PARE 15 D0 S A 42
HAE - FEBERENESRA
HitENFAREFEE  BNER
PR X B 5RIE - FE A REBE 2 B 5ROA
AAERITREMMER  ARREIRS
CRERRENACEEY - AEHE
mﬁ“5%§$ﬁﬁt MEREE
IKFE o RIRERIRNERNBELET

Group KEE
2025 2024
—E-AF —EmEF
RMB’000 RMB’000
AR®T ARET T
Trade payables FERTE S 5IA 62,414 58,038
Other payables and accruals HAb T /TAIE&E%% 15 B 436,978 452 136
Amounts due to related companies 15 BB A B RIE 691 1,107
Amount due to immediate holding company FERTEEER A RSB 452 463
Interest-bearing bank and other borrowings sHEERTT &E{‘Mﬁ b 3,793,140 3,311,340
Provision for long service payment RHRB & 6,335 6,419
Less: Cash and cash equivalents B BRERREEEY (22,864) (6,346)
Net debt SHETS 4,277,146 3,823,157
Total deficit EAl R %R (3,364,292) (2,851,544)
Net debt and total equity FEB RSB 912,854 971,613
Gearing ratio BARBELE 468.5% 393.5%

39. HFEHREE

PERIOD

In 2026, N R EE T IEE, FAM and #5% # & have confirmed REZZTZRF M REETIRE - @AM
that they do not intend to demand payment from the Group for the MHERRMECHER FEEERZEREY
amounts due to them for a period of twelve months from the date of SRR AL B B AT+ =& A HARE Bt 1%
approval of these consolidated financial statements. EZHRBERRNEBTK -
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

40. STATEMENT OF FINANCIAL

40.

POSITION OF THE COMPANY

Information about the statement of financial position of the Company

at the end of the reporting period is as follows:

% 0 U 5 A B

For the year ended 31 December 2025 HE L -—AF+-A=+—HIFE

N2 B B B B AR O 2R

RIREHR - BEAARBW AN K E R
LN

2025 2024
—E-HF —TDE
RMB’000 RMB’000
ARET AREETF T
ASSETS AND LIABILITIES EERERE
Non-current assets ERBEE
Investment in a subsidiary KB AR REE =+
Current assets REBEE
Prepayments, deposits and other receivables  TERTFIE - &6 K E b fE UL FRI8 714
Amounts due from subsidiaries i i) INGIE S —*
Cash and cash equivalents RekREEED 835
Total current assets REBEEATE 1,549
Current liabilities REEE
Other payables and accruals E b e /I8 &R FEETIE B 25,378
Amount due to immediate holding company EREEZERARFIA 463
Amount due to a subsidiary FEST KT B A R IE 12,601
Amount due to a director B —REEFIA 6
Total current liabilities REBEEEE 38,508 38,448
Net current liabilities and net liabilities RBEEFEREEFE (37,008) (36,899)
EQUITY e
Share capital [N 1,767 1,767
Reserves (note) 1 (M5E) (38,775) (38,666)
Total deficit At (37,008) (36,899)
“ Less than one thousand. “ DPR—F -

Hox

Amounts due from subsidiaries of approximately RMB787,696,000

(2024: approximately RMB792,510,000) was fully impaired during
the year ended 31 December 2025 after management’s collectability

assessment on these balances.

EEMBERR AR

- FEREHZSERETHY KB EF
HE EBRZERBRARRBOARE
787,696,000 (Z T —MF : H AR
792,510,00070) REZE-_ZE_-_AF+—-A
=t+—HIFEBERE -
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
Ao 7 B 2 R I

For the year ended 31 December 2025 HZE — T - AF+ - A=+—HItFE

40. STATEMENT OF FINANCIAL 40. 7= B B9 B Bk L 3k )
POSITION OF THE COMPANY (continued)
Note: P EE -
A summary of the Company’s reserves is as follows: ARBEERENT -
Exchange
Share fluctuation Accumulated
premium reserve losses Total
B RE EXRSHE 2 EE @t
RMB’000 RMB’000 RMB’000 RMB’000

ARETE ARBT T ARET T ARETT

At 1 January 2024 R-ZE-_M&E—HF—H 817,201 24,020 (877,817) (36,596)
Total comprehensive income/ FREERA(FAX) 858

(expense) for the year - 3,248 (5,318) (2,070)
At 31 December 2024 and RZZEZWFE+=—A=+—8H

1 January 2025 rE=—F-_FHF—HF—H 817,201 27,268 (883,135) (38,666)
Total comprehensive (expense)/ FRNEE(FX) WRABLE

income for the year (2,515) 2,406 (109)

At 31 December 2025 R-B-HE+=-HA=+—H 817,201 24,753 (880,729) (38,775)
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