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CHAIRMAN'S STATEMENT & MANAGEMENT DISCUSSION AND ANALYSIS

FEREREEBREDT

Dear Shareholders,

On behalf of the board of Directors (the “Board”) of China
Automotive Interior Decoration Holdings Limited (the “Company”),
| am pleased to present the audited annual results of the Company
and its subsidiaries (collectively referred to as the “Group”) for the
year ended 31 December 2025.

FINAL DIVIDEND

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

BUSINESS REVIEW

The Group is principally engaged in the manufacture and sale of non-
woven fabric related products used in automotive interior decoration
parts and other parts during the year ended 31 December 2025.
The Group deploys financial resource to securities investment to
achieve earnings in the form of capital appreciation and income from
dividends. The Group also taps into the business of financial services
through the investment in a securities house.

Manufacture and sale of non-woven fabric
related products

Manufacture and sale of non-woven fabric related products is one
of the principal business of the Group. The Group manufactures its
products with single layer or multiple layers of non-woven fabric in
accordance with specific requirements and standards of different
customers. Most of the customers of non-woven fabric related
products are primary manufacturers and suppliers of automotive
parts in the PRC. The majority of the Group's products are further
processed by these customers in order to make different automotive
parts such as floor, head lining, seat cover, parcel tray, trunk,
luggage-side trim, hubcap and car-mat, which are of different
characteristics and are to be applied for different usages in passenger
vehicles. Since 2021, the Group commenced the production and
supply of the automotive components to components suppliers of
automotive manufacturer.

According to the information released from China Association of
Automobile Manufacturers (“CAAM"), the production and sales of
passenger vehicles in the PRC were approximately 30,270,000 units
and 30,103,000 units respectively for the year ended 31 December
2025, representing an increase of approximately 10.2% and 9.2%.
These growth in passenger vehicles market resulted in a stable
demand for automotive materials of the Group during 2025.
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CHAIRMAN'S STATEMENT & MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

TEBREREEENREDN (F

The Group’s production of non-woven fabric products requires
substantial quantities of raw materials, primarily consisting of
artificial and synthetic fibres, which are derived from crude oil. A
surge increase in crude oil prices in 2026 would elevate the Group’s
raw material costs. During the year ended 31 December 2025, an
impairment loss on property, plant and equipment of approximately
RMB24.5 million (2024: nil) was recognised, reflecting the expected
deterioration in the long-term profitability of the Group’s business.

The Group's prepayment, deposits and other receivables generally
composed (i) trade deposits paid to suppliers for securing stable
supply of raw materials; and (ii) prepayment of acquisition of plant
and equipment for upgrading the production lines for manufacture
and sale of non-woven fabric related products. At 31 December
2025, the Group's prepayment, deposits and other receivables was
increased by approximately RMB12.6 million to RMB46.8 million.
Such increase was mainly due to the receivables of approximately
RMB15.7 million from the underwriter in relation to the Rights
Issue as mentioned in section “RAISING OF FUNDS AND USE OF
PROCEEDS".

Interests in associates

The Company through a joint venture company indirectly hold 42%
of the equity interest in GEO Securities Limited (“GEO Securities”)
and classified as “interests in associates”. GEO Securities has the
licenses to carry out Type 1 (dealing in securities), Type 4 (advising on
securities) and Type 9 (Asset Management) regulated activities under
the Securities and Future Ordinance (Chapter 571 of the Laws of
Hong Kong) in Hong Kong. The Group shared a profit of associates
of approximately RMB1.1 million (2024: RMBO.1 million) for the year
ended 31 December 2025.

FINANCIAL REVIEW

Revenue

The Group’s revenue for the years ended 31 December 2025 and
2024 was illustrated as follows:

Non-woven fabric related products for
use in automobiles interior decoration
— Sales of automotive floor carpets
— Sales of other automotive parts

FESEAHEEER QA

—REHHBNHER
—H R HERE

AEENESHRAEBERNEESERERVE
FTEBRATIRAKEE ZSEETRN RS-
CECRFRHABENAASHSAEBRNRM
B - BE_TE-_RAF+_A=+—HLEFE"
ERRAME BEAIEREBEHARK2458
BL(ZE_NF &) RBEAEEEBHRYA
Fee HIBEAZEL -

REBMEMNRIE R REMERFIEBRERE
(WVABEREMHBEREMIN FTHERNE S
R Ri)ABAREGSHEFREMRERBEESE
BHEESMBENIBERRBEERB - R
THEF+ZA=Z+—H AEENEMRE K
FEMBRRELZEMHARBI26EETLEAR
BAb8E B L -ZBEENEZEARNEEES A
SRRIAA S ] — &Pl B AR B8 A0 FE MR B SH P 3K
HHARBISTEE L

REBE QAR 2R
RARBBAERAHEREEIRFEFFER
RE (BRI BH]) 2% Mg ZESER
ABIRBEARNER] BHRFTEFHARS
BIREFESRBERD (BB EFES71E) A #
EEIH(BERG) PR (REHFREER R
FOE(EHEEER)IREZTDI AR -AEH
REBEE-_ZTE-_AF+_-_A=+—BILFEIIHH
BRBRAMARBINEET(ZZ2-WNE: AR
BONBEBIIT) °

Bt %5 1B R

PN
 E_E _RER-ZE-_NE+-_A=+—HI
FEAEENRASTWOT

Year ended 31 December

BE+-A=1+—HLEFE

FATA VT EE A 8 B0 B 493 10 4B A E

2025 2024
—EC-RE —E-NF
RMB’000 RMB’000
ARET ARET T
63,052 86,262
38,976 42,290
102,028 128,552




6

CHAIRMAN'S STATEMENT & MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

IFEBREREREEAWEDN (F)

For the year ended 31 December 2025, the Group's revenue
decreased to approximately RMB102.0 million, compared to
approximately RMB128.6 million in 2024, representing a decrease
of approximately 20.6%. The decline was primarily attributable to
increased tariff rates imposed by the United States since first quarter
of 2025. These tariffs affected demand on non-woven fabric related
products manufactured at the Group's Cangzhou factory, where
non-woven fabric related products are ultimately supplied for Ford’s
motor vehicles in the United States.

Gross profit

As a result of increasing competition in the automotive industry and
decrease in revenue, for the year ended 31 December 2025, the
Group's gross profit decrease by approximately RMB10.6 million to
approximately RMB10.5 million.

Other income, gains and losses, net

For the year ended 31 December 2025, the Group's other income,
gains and losses, net increase from approximately RMB0.8 million
in 2024 to approximately RMB11.3 million in 2025. The increase
was mainly due to the increase in fair value gain on financial assets
at fair value through profit or loss (“FVTPL") of approximately
RMB8.2 million in 2025, as compared to a fair value loss on FVTPL
of approximately RMB1.3 million in 2024. Further information
of the financial assets at FVTPL are disclosed in the “Significant
Investments” section below.

Administrative expenses

The Group’s administrative expenses increased by approximately
RMB3.3 million to approximately RMB20.7 million for the year ended
31 December 2025, which mainly due to increase in employee
termination expenses. The Group's administrative expenses mainly
consist of (i) employee benefits expenses including Director’s
emoluments and staff costs of approximately RMB9.2 million (2024:
RMB9.7 million); and (ii) depreciation of right-of-use assets of
approximately RMB1.8 million (2024: RMB2.3 million).

(Loss)/profit attributable to the owners of the
Company

Loss attributable to the owners of the Company was approximately
RMB20.8 million for the year ended 31 December 2025 (2024:
Profit of RMB27.4 million). The changes are primarily attributable
to increase in impairment loss on property, plant and equipment of
approximately RMB24.5 million during the year ended 31 December
2025 and over-provision in income tax of approximately RMB38.1
million during the year ended 31 December 2024.

CHINA AUTOMOTIVE INTERIOR DECORATION HOLDINGS LIMITED
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CHAIRMAN'S STATEMENT & MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

TEBREREEENREDN (F

PROSPECT AND OUTLOOK

The Board expects that 2026 will still be a challenging year for the
business of manufacturing and sale of non-woven fabric related
products as i) the continuously increase in production costs for
maintaining competitiveness and enhancing safety requirements to
cope with the development of the automotive industry and ii) the
surge increase in crude oil prices.

To maintain competitiveness, the Group will still deploy its resources
on:

(1) upgrading the production lines in order to improve the
production efficiency;

(2) installing new machineries to suit the customers’ varying
requirements and demands on high-end products;

(3) conducting research and development to keep up with
the latest technological trends in relation to product
specifications; and

4) strengthening the quality control systems to retain customer
loyalty and reinforce the Group's reputation in the non-woven
fabric related products industry in the PRC.

In addition, the Group will continue to adopt a prudent approach to
manage its money lending business and on the other hands to seek
for opportunities to expand this operation.

Going forward, with a view to achieving better return and enhancing
the expansion of the Group, the Group will look for potential
investment opportunities to diversify its business scope.
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CHAIRMAN'S STATEMENT & MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

TEBREREEENREDN (F

RAISING OF FUNDS AND USE OF PROCEEDS

On 10 September 2025, the Company proposed to issue
262,672,656 rights shares to raise gross proceeds of up to
approximately HK$34.1 million at the subscription price of HK$0.13
per rights share on the basis of three rights shares for every two
existing Shares (the “Rights Issue”). The Rights Issue was completed
on 30 December 2025. Since the Rights Issue was completed almost
on the Company’'s year-end date (31 December 2025), the proceeds
of approximately RMB15.7 million was received on 2 January 2026.
Net proceeds from the Rights Issue was approximately HK$32.0
million (the “Net Proceeds”) which was intended to be applied as
to (i) approximately 95.31% of the net proceeds or approximately
HK$30.5 million (equivalent to approximately RMB28.0 million) for
purchase of property, plant and machinery for the production lines
in the PRC on or before first half of 2027; and (ii) the remaining of
approximately 4.69% of the net proceeds or approximately HK$1.5
million for general working capital of the Group on or before second
half of 2026. At 31 December 2025, none of the Net Proceeds were
utilized.

LIQUIDITY AND FINANCIAL RESOURCES

At 31 December 2025, cash and bank balances of the Group
amounted to approximately RMB45.5 million (2024: RMB49.4
million), including approximately RMB21.3 million (2024: RMB11.5
million) denominated in Hong Kong dollars and United States dollars.

At 31 December 2025, the Group’s liquidity ratio, represented by
the ratio of current assets over current liabilities, and gearing ratio,
represented by the ratio of total liabilities to total assets, were 2.75
(2024: 2.20) and 0.31 (2024: 0.33) respectively.

CAPITAL STRUCTURE

Except for the issue of 262,672,656 ordinary shares of the Company
were issued in relation to the Rights Issue on 30 December 2025,
there has been no material change in the capital structure of the
Group during the year ended 31 December 2025.

FOREIGN EXCHANGE EXPOSURE

Majority of the assets and liabilities of the Group were denominated
in Renminbi, United States dollars and Hong Kong dollars. At 31
December 2025, the Group had no significant exposure under
foreign exchange contracts, interest, currency swaps or other
financial derivatives.
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CHAIRMAN'S STATEMENT & MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

TEBREREEENREDN (F

SIGNIFICANT INVESTMENTS

At 31 December 2025, the Group held (i) approximately 22.8
million shares (approximately 2.6%) of Go Up Education Technology
Limited (“GU"), (ii) approximately 8.0 million shares (approximately
1.9%) of China Investment and Finance Group Limited (“Cl"),
(iii) approximately 4.5 million shares (approximately 1.8%) of Tai
Kam Holdings Limited (“TK"), (iv) approximately 0.7 million shares
(approximately 0.2%) of Asia Strategy Digit Technology Holdings
Limited (“AS"), (v) approximately 6.4 million shares (approximately
2.1%) of Ju Fu Tang Biotech Holdings Co., Ltd. (“JF"), (vi)
approximately 11.0 million shares (approximately 4.8%) of Lerado
Financial Group Company Limited (“LF"”) and (vii) approximately 5.8
million shares (approximately 1.7%) of Hao Wen Holdings Limited
("HW"). GU, Cl, TK, AS, JF, LF and HW were the companies listed on
the Hong Kong Stock Exchange. GU is principally engaged in trading
of natural resources and commodities; money lending business;
development and promotion of brands, design, manufacture
and sale of trendy fashion merchandises and other consumer
products; and investment in securities. Cl is principally engaged
in investment holding and trading of securities. TK is principally
engaged in undertaking site formation works and renovation works
in Hong Kong. AS is principally engaged in manufacturing and
sale of umbrella. JF is principally engaged in the provision of civil
engineering works and investment holding. LF is principally engaged
in providing financial services including securities broking, margin
financing and money lending etc., as well as manufacturing and
distributing children plastic toys and medical care products. HW is
primarily engaged in the money lending and processing and trading
of electronic parts.
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CHAIRMAN'S STATEMENT & MANAGEMENT DISCUSSION AND ANALYSIS (Continued)
IRBEREEBNWEDN (&

The Group's investment in GU, Cl, TK, AS, JF, LF and HW were ANEBAEH FEERE FH- DNEE BR

collectively referred to as the “Significant Investments”. Ty BERERIEXNEESEAIEREE] -
Detail of the Significant Investments are as follows: BERKEFEWT :
Year ended At
31 December 31 December
2025 At 31 December 2025 2024
BE-—s-_®F
+t=ZA=+—8H R-T_MF

IEFE R-ZE-_RF+=-A=+—H +=-—A=+—H

Approximate

Fair Value percentage to
gain/(loss) Fair Value the total assets Fair Value

AFEWES HEEHAEZ
(&18) ATE BHAE DL ~EE
RMB’000 RMB’000 RMB’000
AR®T AR TR ARBTT
(Audited) (Audited) (Audited) (Audited)
(RER) (RER) (RERZ) (B zE%)
GU (EPan 7,768 10,194 3.8% 1,725
Cl FE& R E (3.800) 5,406 2.0% 10,037
TK Z 87 2,422 4,037 1.5% 1,437
AS oo M EE S 1,684 2,533 0.9% 712
JF BERTY 27 2,169 0.8% 1,907
LF B2 R & 542 1,967 0.7% 1,675
HW i 2 (2,027) 690 0.3% 3,781

At 31 December 2025, the financial assets at FVTPL comprised 16 R -Z-_HAF+-A=+—H KX FERERS
listed equity securities in Hong Kong and except the above, there FREVEBMEEBIEI6EFTE LTRAZES BRI L
was no investment held by the Group which value was more than 1% PRt &SN AEEVEFEEESNASEEEE
of the total assets of the Group. 1% 2 EfIRE -

Looking ahead, the value of the Significant Investments may be BRERMK EREEZEEAEIEERM M AT
susceptible to the overall equity market conditions. &
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CHAIRMAN'S STATEMENT & MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

TEBREREEENREDN (F

MATERIAL ACQUISITIONS OR DISPOSALS

There was no material acquisitions or disposal of subsidiaries and
affiliated companies by the Group for the year ended 31 December
2025.

PLEDGE ON ASSETS

At 31 December 2025, the Group's investment property with a
carrying amounts of approximately RMB3.1 million (2024: RMB3.4
million) and leasehold land with a carrying amounts of approximately
RMB2.0 million (2024: RMB2.1 million) were pledged to banks for
bank borrowings.

EMPLOYEES AND REMUNERATION POLICY

At 31 December 2025, the Group employed a total of 93
employees (2024: 94). The gender ratio of the Group's workforce
(including senior management) was approximately 61.3% male to
approximately 38.7% female. Excluding senior management, the
Group had 54 male employees (62.1%) and 33 female employees
(37.9%). The Group had 6 senior management, of which 3 were
male (50.0%) and 3 were female (50.0%). The Group shall continue
to take into account diversity perspectives including gender diversity
in its hiring of employees from time to time. The remuneration policy
of the employees of the Group was set up by the Board on the basis
of their experience, qualifications and competence. Other employees’
benefits include contributions to statutory mandatory provident
funds, and social insurance together with housing provident funds to
its employees in Hong Kong and the PRC respectively.

A remuneration committee (the “Remuneration Committee”) was
set up for, inter alia, reviewing the Group'’s remuneration policy and
structure for all directors and senior management of the Group.

APPRECIATION

On behalf of the Group, | would like to take this opportunity to
express my sincere gratitude to all of our customers, business
partners and investors for their support and trust towards the Group.
Further, I would like to express my sincere thanks to our Directors
and employees for their dedications and contributions to the Group.

By order of the Board

Zhuang Yuejin
Chairman and Chief Executive Officer

Hong Kong, 30 March 2026
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BIOGRAPHICAL INFORMATION OF DIRECTORS AND SENIOR MANAGEMENT

EEREREEENBERER

EXECUTIVE DIRECTORS

Mr. Zhuang Yuejin (“Mr. Zhuang”), aged 63, is the Chairman of
the Board, Chief Executive Officer of the Company and founder of
the Group. He was appointed as an executive Director on 12 April
2010. He has over 15 years of experience in the non-woven textile
industry. He is responsible for formulating the Group's corporate
strategy, overseeing its production operations and the overall
steering of the Group’s strategic development.

Mr. Zhuang graduated from Xiamen Fisheries College in 1981
and was approved as a qualified engineer by the Intermediate
Level Adjudication Committee of Xiamen City Marine Engineering
Department in 1990. From 1997 to 2001, Mr. Zhuang was the
director and the general manager of Xiamen Marine Industries
(Group) Co., Limited, a PRC incorporated company and was
previously listed on the Shenzhen Stock Exchange.

Mr. Ng Chung Ho (“Mr. Ng”), aged 50, was appointed as an
executive Director on 27 December 2023. Mr. Ng has over 20 years
of experience in corporate management and extensive experience
and business networks in Hong Kong and the PRC. Prior to joining
the Group, he was a chief executive officer of a insurance broker
which is permitted to carry on businesses in general insurance and
long term (including linked long term) insurance in Hong Kong.

Mr. Ng was also an executive chairman of Guangdong-Hong Kong-
Macao Greater Bay Area Youth Society ( 2B X &E S F1# € ) and
a director of the board in AD & FD POHL Mrs Cheng Yam On School.

Ms. Xiao Suni (“Ms. Xiao”), aged 42, was appointed as an
executive Director on 14 October 2014. She has over 10 years of
experience in the field of international trading and marketing. She
holds a Bachelor of Arts degree from Nanjing Army Command
College, the PRC with major in English. Prior to joining the Group,
she worked for a door-window manufacturer in the PRC as foreign
trade manager, in which her responsibilities focused on overall
management of foreign sales and marketing.
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BIOGRAPHICAL INFORMATION OF DIRECTORS AND SENIOR MANAGEMENT (Continued)

EENGHREEENEBEER (&)

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Yuen Wai Keung (“Mr. Yuen”), aged 45, was appointed as
an independent non-executive Director on 15 July 2024. He has
approximately 20 years of accounting and finance related work
experience and obtained a Master of Corporate Governance degree
from The Open University of Hong Kong. He is a fellow member of
the Institute of Financial Accountants, a member of The Institute of
Certified Forensic Accountants and a member of The Hong Kong
Chartered Governance Institute. Mr. Yuen is the independent non-
executive director of Hao Bai International (Cayman) Limited (Stock
code: 8431).

Ms. Ng Li La, Adeline (“Ms. Ng"), aged 47, was appointed as an
independent non-executive Director on 4 September 2015. Ms. Ng
has over 10 years of experience in human resources and corporate
management. Ms. Ng obtained a Certificate of Human Resources
Management from Hong Kong Baptist University in 2011 and was a
senior administrative officer of a renowned international information
technology company in Hong Kong.

Ms. Zhu Chunyan (“Ms. Zhu"”), aged 49, was appointed as an
independent non-executive Director on 2 September 2016. Ms. Zhu
was graduated from Xiangtan University, China, with a bachelor’s
degree majoring in finance and accounting in July 1999. Prior to
joining the Group, she worked for a sizable travel related services
company in the PRC as an accountant and gained extensive
knowledge in corporate finance and management.

SENIOR MANAGEMENT

Ms. Wu Danping (“Ms. Wu"”), aged 51, is the manager of the
accounting department of Joystar (Wuxi) Automotive Interior
Decoration Co., Ltd. (“Joystar Wuxi”). Ms. Wu is responsible for
the financial reporting and the management of the accounting and
finance department of Joystar Wuxi.

Ms. Wu obtained the Certificate of Accounting Professional issued
by the Jiangsu Province Department of Finance and the Qualification
Certificate of Specialty and Technology with specialty in accountancy
conferred by the Ministry of Finance of the PRC in 1997 and 2006
respectively.

In 2008, Ms. Wu completed an online diploma programme in
accountancy from China Agricultural University. She has 18 years of
experience in financial accounting and reporting.
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CORPORATE GOVERNANCE REPORT

A\ 2 \\
TEERRE

The Board is pleased to present the corporate governance report for
the year ended 31 December 2025. This report highlights the key
corporate governance practices of the Company.

CORPORATE GOVERNANCE PRACTICES

The Company is committed to maintaining high standards of
corporate governance to protect the interests of the shareholders of
the Company. The Company’s corporate governance practices are
based on principles and code provisions as set out in the Corporate
Governance Code (the “Code”) in Appendix C1 to the Listing Rules.

Except for the following deviations, the Company complied with the
Code for the year ended 31 December 2025.

Code provision C.2.1

Code provision C.2.1 stipulates that the roles of chairman and chief
executive officer should be separate and should not be performed
by the same individual. Mr. Zhuang Yuejin is the Chairman and
the Chief Executive Officer of the Company. Such deviation from
Code provision C.2.1 is deemed appropriate as it is considered to
be more efficient to have one single person as the Chairman of
the Company as well as to discharge the executive functions of a
chief executive officer, and it provides the Group with strong and
consistent leadership in the development and execution of long
term business strategies. The Board believes that the balance of
power and authority is adequately ensured by the operations of the
Board which comprises highly experienced individuals. There are
three independent non-executive Directors on the Board. All of them
possess adequate independence and therefore the Board considers
that the Company has achieved the balance and provided sufficient
protection of its interests.

CODE OF CONDUCT REGARDING SECURITIES
TRANSACTIONS BY DIRECTORS

The Company has adopted a code of conduct regarding securities
transactions by the Directors on terms no less exacting than the
required standard of dealings as set out in the Model Code for
Securities Transactions by Directors of Listed Issuers in Appendix C3
to the Listing Rules. Having made specific enquiry with all Directors,
the Company confirmed that all Directors have complied with the
code of conduct and the required standard of dealings concerning
securities transactions by the Directors during the year.
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CORPORATE GOVERNANCE REPORT (Continued)

EERRE (A

BOARD OF DIRECTORS

At 31 December 2025, the Board comprises three executive Directors
and three independent non-executive Directors as follows:

Executive Directors

Mr. Zhuang Yuejin (Chairman)
Mr. Ng Chung Ho
Ms. Xiao Suni

Independent non-executive Directors

Mr. Yuen Wai Keung
Ms. Ng Li La, Adeline
Ms. Zhu Chunyan

The composition of the Board is well balanced with each Director
having sound industry knowledge, extensive corporate and strategic
planning experience and/or expertise relevant to the business of the
Group. The biographical details of the Directors and the relationship
among the members of the Board are set out in the section headed
“Biographical Information of Directors and Senior Management” on
pages 12 to 13 of this report.

Generally, the responsibilities of the Board include:
o Formulation of overall strategic development of the Group;

o Monitoring the financial performance, risk management and
internal control systems of the Group’s business operations;

o Evaluating and determining the nature and extent of the risks
it is willing to take in achieving the Group's strategic objectives,
and ensuring that appropriate and effective risk management
and internal control systems are in places;

o Material acquisitions, investments, disposal of assets or any
significant capital expenditure;

o Appointment, removal or reappointment of Board members
and auditors;

. Remuneration of Directors;

o Communications with key stakeholders; and

o Recommendation and declaration of any interim and final
dividends.
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CORPORATE GOVERNANCE REPORT (Continued)
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Executive Directors are responsible for running the Group and
executing the strategies adopted by the Board. The Board delegates
day-to-day activities to the management with department heads
responsible for different aspects of the business. The non-executive
Directors serve the relevant function of bringing independent
judgment on the development, performance and risk management
of the Group through their contributions in board meetings. They
are also serving on the Remuneration Committee, the Nomination
Committee and the Audit Committee.

During the year ended 31 December 2025, the Board complies with
the requirement of the Listing Rules relating to the appointment
of at least three independent non-executive Directors and at
least one of them has appropriate professional qualifications
or accounting or related financial management expertise. The
independent non-executive Directors do not hold any management
position in the Group. The Company has received from each
independent non-executive Director an annual confirmation of his/
her independence pursuant to Rule 3.13 of the Listing Rules and the
Company considers all the independent non-executive Directors to be
independent.

The Board normally has four regular meetings a year at quarterly
interval and meets as and when required to discuss the overall
business, development strategy, operations and financial reporting
of the Company. The Directors can attend meetings in person or
through other means of electronic communication in accordance with
the Articles (the “Articles”). During the year ended 31 December
2025, four Board meetings and two general meetings were held. The
following table shows the attendance of individual Directors at the
meetings held during the year ended 31 December 2025:

No. of attendance

General Board
Members meetings meetings
Executive Directors
Mr. Zhuang Yuejin 2/2 4/4
Mr. Ng Chung Ho 2/2 4/4
Ms. Xiao Suni 2/2 4/4
Independent Non-executive Directors
Mr. Yuen Wai Keung 2/2 4/4
Ms. Ng Li La, Adeline 2/2 4/4
Ms. Zhu Chunyan 2/2 4/4
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CORPORATE GOVERNANCE REPORT (Continued)

EERRE (A

The Directors will receive details of agenda and minutes of committee
meetings in advance of and after each Board meeting respectively.
The company secretary will distribute relevant documents to the
Directors in a timely manner to enable the Directors to make
informed decisions on matters to be raised at the Board meetings.
All Directors have access to the advice and services of the company
secretary who is responsible for ensuring the procedures of the Board
meetings are complied with and advising the Board on compliance
matters.

In addition, the Company has maintained a procedure for the
Directors to seek independent professional advice, in appropriate
circumstances, at the Company’s expense in discharging their duties
to the Company. Moreover, the company secretary prepares minutes
of the Board meetings and keeps records of matters discussed and
decisions resolved at all Board meetings. The company secretary
also keeps the minutes of the Board meetings, which are open
for inspection at any reasonable time on reasonable notice by any
Director.

The Company recognizes the importance of the Board independence
to corporate governance. In particular, in order to ensure the strong
independence of the Board and make ensure that the Board can
obtain independent views and opinions, the following mechanisms
are required: 1) in assessing the qualification of potential candidates
to become independent Directors, the Nomination Committee and
the Board will consider, among others, whether the candidates are
able to dedicate sufficient time to fulfill their duties as independent
Directors and the candidates’ backgrounds and qualifications,
in order to assess whether such candidates are able to bring an
independent view to the Board; and 2) the Nomination Committee
is authorized to assess the independence of all independent non-
executive Directors on an annual basis with reference to the
independence criteria set out in the Listing Rules so as to ensure that
they can continue to exercise independent judgment.

All Directors have full and timely access to all information of the
Company and to the advice and services of the company secretary
and senior management of the Company. Directors are generally
entitled to seek independent professional advice on the discharge
of their duties to the Company in appropriate circumstances upon
request and at our Company’s expense.
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EERRE (A

At the same time, the Company has formulated internal policies
(including but not limited to the Articles, the terms of reference
of the Remuneration Committee, the Audit Committee and the
Nomination Committee) to ensure that the Board is provided with
independent views and opinions. For the year ended 31 December
2025, the Company has reviewed the implementation and
effectiveness of the above mechanism and is of the view that the
above mechanism is able to ensure that the Board is provided with
independent views and opinions.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

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

Mr. Zhuang Yuejin is the Chairman and the Chief Executive Officer of
the Company. Such deviation from Code provision C.2.1 is deemed
appropriate as it is considered to be more efficient to have one single
person as the Chairman of the Company as well as to discharge the
executive functions of a chief executive officer, and it provides the
Group with strong and consistent leadership in the development
and execution of long-term business strategies. The Board believes
that the balance of power and authority is adequately ensured by
the operations of the Board which comprises highly experienced
individuals. There are three independent non-executive Directors on
the Board. All of them possess adequate independence and therefore
the Board considers that the Company has achieved the balance and
provided sufficient protection of its interests.

APPOINTMENT, RE-ELECTION AND REMOVAL

According to the Articles, one-third of the Directors are required
to retire from office at each annual general meeting, provided that
every Director shall be subject to retirement by rotation at least once
in every three years. A Director appointed since the most recent
annual general meeting shall hold office only until the next general
meeting and shall then be eligible for re-election. The independent
non-executive Directors were appointed at specific terms for one
year.

Newly appointed Director will be arranged a comprehensive, formal
and tailored induction which includes provision of key guidelines,
documents and publications relevant to their roles, responsibilities
and ongoing obligations; a briefing on the Company’s structure,
businesses, risk management and other governance practices
and meeting with other fellow Directors so as to help the newly
appointed Directors familiarize with the management, business and
governance policies and practices of the Company, and ensure that
they have a proper understanding of the operations and businesses
of the Company.
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EERRE (A

CONTINUOUS PROFESSIONAL DEVELOPMENT

Pursuant to Code provision C.1.4, all Directors should participate
in continuous professional development to develop and refresh
their knowledge and skills. This is to ensure that their contribution
to the Board remains informed and relevant. All the Directors
also understand the importance of continuous professional
development and are committed to participate any suitable training
or read relevant materials in order to develop and refresh their
knowledge and skills. The Company has received from each Director
a confirmation of their participation in continuous professional
development by attending training course or reading relevant
materials on the topics related to corporate governance and
regulations.

BOARD DIVERSITY POLICY

The Company adopted a board diversity policy (the “Board Diversity
Policy”) setting out the approach to achieve diversity on the Board
and maintain an appropriate balance of diversity properties of the
Board that are relevant to the business growth of the Company. The
Company considered diversity of board members can be achieved
through consideration of a number of aspects, including but not
limited to gender, age, cultural and educational background,
professional experience, skills, knowledge and length of services. All
Board appointments will be based on meritocracy, and candidates
will be considered against objective criteria, having due regard for
the benefits of diversity on the Board.

Selection of candidates will be based on a range of diversity
perspectives, including but not limited to gender, age, cultural and
educational background, professional experience, skills, knowledge
and length of services. The ultimate decision will be made upon the
merits and contribution that the selected candidates will bring to the
Board.
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At the date of this report, the composition of the Board under
diversified perspectives was summarized as follows:

Executive Directors

HITES

Designation

Gender

ezl

Ethnicity
Ttk

Age group
FicfE

1-10 years
12106

Directorship with the Company
RAREEEEENFH

RABRERH ZTEAETESTSOKBARM
M

Chinese

e

11-20 years
112204

The Nomination Committee has reviewed the policy concerning
the diversity of Board members and believes that the Board
has already had a diverse mix of gender, skills, knowledge and
experience. The Company will strive to achieve gender balance of
the Board through the following measures to be implemented by
the Nomination Committee in accordance with the Board Diversity
Policy. The Company will actively identify male and female individuals
suitably qualified to become the Board members. To further ensure
gender diversity of the Board in the long run, the Group will take
opportunities to balance the proportion of gender of the Board,
identify male and female individuals with a diverse range of skills,
experience and knowledge in different fields from time to time, and
maintain a list of such individuals who possess qualities to become
the Board members, which will be reviewed by the Nomination
Committee periodically in order to develop a pipeline of potential
successors to the Board to promote gender diversity of the Board.

REMUNERATION COMMITTEE

The Company established the Remuneration Committee on
13 September 2010 with written terms of reference in compliance
with the Code. The primary duties of the Remuneration Committee
include, among others, making recommendations to the Board on
the policy and structure for all Directors and senior management,
reviewing and making recommendations to the Board on the terms
of remuneration packages, determining the award of bonuses
and reviewing and/or approving matters relating to share schemes
under Chapter 17 of the Listing Rules. At 31 December 2025, the
Remuneration Committee comprises one executive Director, namely
Mr. Zhuang Yuejin, and two independent non-executive Directors,
namely Mr. Yuen Wai Keung (chairman of the Remuneration
Committee) and Ms. Zhu Chunyan.
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EEERRE (A

During the year ended 31 December 2025, one meeting was held
by the Remuneration Committee to discuss, among other things, the
remuneration policy of the Group and determine the remuneration of
the Directors. The following table shows the attendance of individual
members at the meeting held during the year ended 31 December
2025:
Members No. of attendance
Executive Director
Mr. Zhuang Yuejin 171
Independent non-executive Directors
Mr. Yuen Wai Keung

Ms. Zhu Chunyan

m”m
m”m

NOMINATION COMMITTEE

The Company established the Nomination Committee on
13 September 2010 with written terms of reference in compliance
with the Code. The primary duties of the Nomination Committee
include, among others, reviewing the structure, size and
composition of the Board, making recommendations to the Board
regarding candidates to fill vacancies on the Board, assessing
the independence of independent non-executive Directors and
making recommendations to the Board on the appointment or
re-appointment of Directors and succession planning for Directors.
In reviewing and accessing the composition of the Board and the
nomination of Directors, the Board diversity has to be considered
through a number of aspects, including but not limited to gender,
age, cultural and educational background, professional experience,
skills, knowledge and length of services. At 31 December 2025, the
Nomination Committee comprises one executive Director, namely
Mr. Zhuang Yuejin (chairman of the Nomination Committee), and
two independent non-executive Directors, namely Mr. Yuen Wai
Keung and Ms. Ng Li La, Adeline.
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During the year ended 31 December 2025, one meeting was held
by the Nomination Committee to, among other things, assess the
independence of independent non-executive Directors and make
recommendations to the Board on the appointment of Directors.
The Nomination Committee also reviewed the board diversity policy
to ensure its effectiveness and considered the Group achieved the
policy since its adoption. The following table shows the attendance
of individual members at the meeting held during the year ended 31
December 2025:

Members No. of attendance
Executive Director

Mr. Zhuang Yuejin 171
Independent non-executive Directors

Mr. Yuen Wai Keung 1Al
Ms. Ng Li La, Adeline 11

BOARD NOMINATION POLICY

The Company adopted a nomination policy, which establishes
written guidelines to the Nomination Committee to identify
individuals suitably qualified to become Board members and make
recommendations to the Board on the selection of individuals
nominated for directorships with reference to the formulated criteria.
The Board is ultimately responsible for selection and appointment of
new Directors. The Board, through the delegation of its authority to
the Nomination Committee, has used its best efforts to ensure that
Directors appointed to the Board possess the relevant background,
experience and knowledge in business, finance and management
skills critical to the Group’s business to enable the Board to make
sound and well considered decisions. Collectively, they have
competencies in areas which are relevant and valuable to the Group.

NOMINATION PROCESS

The Nomination Committee shall assess whether any vacancy on
the Board has been created or is expected on a regular basis or as
required. The Nomination Committee utilizes various methods for
identifying director candidates, including recommendations from
Board members, management, and professional search firms. All
director candidates, including incumbents and candidates nominated
by Shareholders are evaluated by the Nomination Committee based
upon the director qualifications. While director candidates will be
evaluated on the same criteria through review of resume, personal
interview and performance of background checks. The Nomination
Committee retains the discretion to establish the relative weighting
of such criteria, which may vary based on the composition, skill sets,
age, gender and experiences of the collective Board rather than on
the individual candidate for the purpose of diversity perspectives
appropriate to the requirement of the Company’s business.
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SELECTION CRITERIA

The Nomination Committee will take into account whether a
candidate has the qualifications, skills, experience and gender
diversity that add to and complement the range of skills, experience
and background of existing Directors by considering the highest
personal and professional ethics and integrity of the director
candidates, proven achievement and competence in the nominee’s
field and the ability to exercise sound business judgment, skills that
are complementary to those of the existing Board, the ability to assist
and support management and make significant contributions to the
Company'’s success and such other factors as it may deem are in the
best interests of the Company and the Shareholders. The Company
shall review and reassess the nomination policy and its effectiveness
on a regular basis or as required.

AUDIT COMMITTEE

The Company established the Audit Committee on 13 September
2010 with written terms of reference in compliance with the Listing
Rules. At 31 December 2025, the Audit Committee comprises three
independent non-executive Directors, namely Mr. Yuen Wai Keung
(chairman of the Audit Committee), Ms. Ng Li La, Adeline and
Ms. Zhu Chunyan.

During the year ended 31 December 2025, two meetings were held
by the Audit Committee. The following table shows the attendance
of individual members at the meetings held during the year ended
31 December 2025:

Members No. of attendance
Independent non-executive Directors

Mr. Yuen Wai Keung 2/2
Ms. Ng Li La, Adeline 2/2
Ms. Zhu Chunyan 2/2

During the year ended 31 December 2025, the Audit Committee,
among other things, reviewed the interim and annual reports as
well as result announcements before submission to the Board. The
Audit Committee focuses not only on the impact of the changes in
accounting policies and practices but also on the compliance with
accounting standards, the Listing Rules and the legal requirements in
review of the Company’s interim and annual reports as well as result
announcements. The Audit Committee also reviewed the Company’s
financial controls, risk management and internal control systems and
make recommendation to the Board on the re-appointment of the
external auditors.
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CORPORATE GOVERNANCE FUNCTIONS

The Board is responsible for performing the functions set out in the
Code provision A.2.1 of the Code.

The Board reviewed the Company's corporate governance policies
and practices, continuous professional development of Directors,
the Company’s policies and practices on compliance with legal and
regulatory requirements, the compliance of the Listing Rules, and
the Company’s compliance with the Code and disclosure in this
Corporate Governance Report.

AUDITORS’ REMUNERATION

The Audit Committee is responsible for considering the appointment
of the external auditors and also reviews any non-audit functions
performed by the external auditors for the Group, including whether
such non-audit functions could lead to any potential material adverse
effect on the Group. During the year ended 31 December 2025,
the auditors of the Company performed the work of statutory audit
for the year of 2025. There was a non-audit service provided by the
auditors of the Company for the year ended 31 December 2025,
which was related to the reporting accountants of the Rights Issue.
For the year ended 31 December 2025, the remuneration payable
and paid to the auditors of the Company were as follows:

E 2R
FEZIRT

Audit services
Non-audit services

ACCOUNTABILITY AND AUDIT

The Directors are responsible for the preparation of the consolidated
financial statements in order to give a true and fair view of the
financial position of the Group, the financial performance and cash
flow during the year ended 31 December 2025. In preparing the
consolidated financial statements for the year ended 31 December
2025, the Directors have selected suitable accounting policies and
applied them consistently, made judgements and estimates that
are prudent, fair and reasonable and prepared the consolidated
financial statements on a going concern basis. There are no material
uncertainties relating to events or conditions that may cast significant
doubt on the Company’s ability to continue as a going concern.
The statement from the external auditors regarding their reporting
responsibilities on the consolidated financial statements is set out in
the section headed “Independent Auditor’s Report” of this annual
report.
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RISK MANAGEMENT AND INTERNAL
CONTROL

The Board has the overall responsibility for evaluating and
determining the nature and extent of the risks it is willing to take in
achieving the Group’s strategic objectives, maintaining sound and
effective risk management and internal control systems and reviewing
their effectiveness to safeguard the Group’s assets.

The risk management and internal control systems are designed to
manage, rather than eliminate business risk; to help safeguard the
Group’s assets against fraud and other irregularities; and to give
reasonable, but not absolute, assurance against material financial
misstatement or loss.

The Board, through the Audit Committee, has reviewed the adequacy
and effectiveness of the Group’s risk management and internal
control systems, covering financial, operational and compliance
controls and risk management functions, which included the
adequacy of resources, qualifications and experience of staff of
the accounting and financial reporting function, and their training
programmes and budget.

The Company has taken appropriate measures to identify inside
information and preserve its confidentiality until proper dissemination
via the electronic publication system operated by the Stock Exchange.

The Company has engaged an external professional consultant to
conduct independent internal control review for the year ended
31 December 2025. For the year ended 31 December 2025, the
Board considered the Group's internal control system as adequate
and effective and that the Company has complied with the code
provisions on risk management and internal control as set out in the
Code.

COMPANY SECRETARY

Mr. MAN Yun Wah has been nominated by Winner Max Limited to act
as the Company Secretary, who has complied with the requirements
of the Listing Rules. He has been contacting with the Board directly
in respect of company secretarial matters. He reports to the Board
directly.
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WHISTLE-BLOWING AND ANTI-CORRUPTION
POLICY

The Group has formulated whistle blowing policy which allows all
staff and independent third parties, including customers, suppliers
and contractors, to report any possible improprieties, misconducts,
malpractices or irregularities in matters of financial reporting, internal
control or other matters to the Board or the Audit Committee
anonymously. The Group will handle the reports and complaints with
care and will treat the whistle-blower’s concerns fairly and properly.
Any person who is found to have victimized or retaliated against
those who have raised concerns under this policy will subject to
disciplinary sanctions.

The Group abides by the anti-corruption policy and has implemented
an anti-bribery commitment policy whereby the Group's internal key
segment employees and key position employees are required to sign
a “Letter of Undertaking of Anti-bribery/Anti-corruption”. The Group
has also encouraged employees and companies with whom we have
business dealings to report any acts of corruption. Investigations of
these cases would be kept strictly confidential. The Group realizes
that accepting improper benefits would ruin the Group’s integrity.
As such, where business dealings may cause a conflict of interest,
employees would be required to fill out a “Conflict of Interest
Declaration Form”. In addition, the Group would provide related
training to increase employees’ understanding of conflict of interest.

The Group has strictly complied with the laws and regulations related
to anti-corruption. During the Reporting Period, there have been
no cases of prosecution against the Group due to violation of any
relevant laws, such as the Criminal Law of the PRC, the Anti-Money
Laundering Law of the PRC and other national or regional laws and
regulations.

Please refer to the Environmental, Social and Governance Report for
more details.

SHAREHOLDERS' RIGHTS
Procedure for nominating a new Director

Pursuant to Article 83(2) of the Articles, subject to the Articles and
the Companies Law of the Cayman Islands, the Company may by
ordinary resolution elect any person to be a Director either to fill a
casual vacancy on the Board, or as an addition to the existing Board.
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Procedure for convening an extraordinary
general meeting

Pursuant to Article 58 of the Articles, any one or more shareholder
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 at all times have the
right, by written requisition to the Board, 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 2 months from the date of deposit of the requisition. If within
twenty-one (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.

Procedure for sending enquires to the Board

Shareholders may send written enquiries or requests in respect of
their rights to the principal place of business of the Company in
Hong Kong and for the attention of the Company Secretary.

INVESTOR RELATIONS AND
COMMUNICATION WITH SHAREHOLDERS

The Company has established a range of communication channels
between itself and its shareholders, and investors. These include the
publication of annual and interim reports, notices, announcements,
circulars and constitutional documents, the Company’s website at
www.hklistco.com/48 and meetings with investors and analysts.

The Company encourages all shareholders to attend the annual
general meeting to stay informed of the Group's strategy and goals.
It provides an opportunity for direct communication between the
Board and its shareholders. The chairman of the meeting explains
the detailed procedures for conducting a poll and then answers any
questions from shareholders. The poll results are published on the
website of the Company and the Stock Exchange. The Company has
reviewed the implementation and effectiveness of the shareholder
communication policy during the year ended 31 December 2025 and
concluded as effective by the Shareholders attending the general
meeting of the Company or sending enquiry to the Company.

CONSTITUTIONAL DOCUMENTS

During the year ended 31 December 2025, there had been no
significant change in the Group’s constitutional documents.
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DIRECTORS’ RESPONSIBILITY FOR THE ESHYBBRRARKENEE
FINANCIAL STATEMENTS

The Directors acknowledged their responsibility for the preparation EEHRKEEEEREHEEZE_FT_AF+=A
of the financial statements for the year ended 31 December 2025, =+ —HIFEMNHBHRE EHAFEREEETmM R
which give a true and fair view of the financial position of the Group.  FHIRBAEBATBR N - R A ZEEMBER
The auditors of the Company is responsible to form an independent FEEBZTENER RESHENOMBERERIEL
opinion based on the audit, on the financial statements prepared by By =8 W{EMAQXAIBREREREER -

the Directors and report the opinion solely to the shareholders of the

Company.
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The Directors have pleasure in presenting their report and the
audited consolidated financial statements of the Group for the year
ended 31 December 2025.

PRINCIPAL ACTIVITIES

The Group is principally engaged in the manufacture and sale of
non-woven fabric related products used in automotive interior
decoration parts and other parts during the year ended 31 December
2025.

BUSINESS REVIEW

A review of the business of the Group for the year ended
31 December 2025 is set out in “Chairman’s Statement & Management
Discussion and Analysis” on pages 4 to 11 of this report.

RESULTS AND FINANCIAL POSITION

The Group’s results for the year ended 31 December 2025 are
set out in the consolidated statement of profit or loss and other
comprehensive income on pages 49 to 50 of this report.

The state of affairs of the Group and of the Company at 31 December
2025 are set out in the consolidated statement of financial position and
the statement of financial position on pages 51 to 52 of this report and
in Note 42 to the consolidated financial statements respectively.

SHARE CAPITAL

Details of the movements in the share capital of the Company are set
out in Note 28 to the consolidated financial statements.

SUBSIDIARIES

Particulars of the Company’s subsidiaries are set out in Note 21 to
the consolidated financial statements.

SUMMARY OF FINANCIAL INFORMATION

A summary of financial results and of the assets and liabilities of
the Group are set out in the section headed “Summary of Financial
Information” on page 132 of this report.

RESERVES

The movements in the reserves of the Group during the year ended
31 December 2025 are set out in the consolidated statement of
changes in equity on page 53 of this report. The movements in the
reserves of the Company during the year ended 31 December 2025
are set out in Note 42(b) to the consolidated financial statements.

DISTRIBUTABLE RESERVES

At 31 December 2025, the Company’s reserve available for
distribution to owners of the Company comprising share premium
account amounted to approximately RMB Nil (2024: RMB Nil).
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DIVIDEND POLICY

The board of directors of the Company established a dividend policy
(the “Dividend Policy”) in January 2019. The Company endeavours
to maintain adequate working capital to develop and operate the
business of the Group and to provide stable and sustainable returns
to the shareholders of the Company.

In considering the payment of dividends, the Board shall take into
account, among other things, the actual and expected financial
performance of the Group, the capital and debt level of the Group,
the general market conditions, any working capital requirements,
capital expenditure requirements and future development plans of
the Group, the liquidity position of the Group, contractual restrictions
on payment of dividends, the statutory and regulatory restrictions
which the Group is subject to from time to time and any other
relevant factors that the Board may consider relevant.

The Company does not have any pre-determined dividend
distribution ratio. The Company's dividend distribution record in the
past does not necessarily imply that the similar level of dividends may
be declared or paid by the Company in the future.

The declaration and payment of dividend by the Company is subject
to any restrictions under the Companies Law of the Cayman Islands
and the Articles and any other applicable laws and regulations. The
Board will continually review the Dividend Policy and reserve the right
in its sole and absolute discretion to update, amend, modify and/or
cancel the Dividend Policy at any time.

The Dividend Policy shall in no way constitute a legally binding
commitment by the Group in respect of its future dividend and/or in
no way obligate the Group to declare a dividend at any time or from
time to time.
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DIVIDENDS

The Board has resolved not to declare a final dividend for the year
ended 31 December 2025 (2024: Nil).

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in the property, plant and equipment
of the Group are set out in Note 18 to the consolidated financial
statements.

MAJOR CUSTOMERS AND SUPPLIERS

In the year, sales to the Group’s five largest customers in aggregate
accounted for approximately 57.2% (2024: 50.0%) of the total
sales for the year and sales to the largest customer accounted
for approximately 16.0% (2024: 12.3%) of total sales. Purchases
from the Group’s five largest suppliers in aggregate accounted for
approximately 46.0% (2024: 41.3%) of total purchases for the year
and purchases from the largest supplier accounted for approximately
11.8% (2024: 10.8%) of total purchases.

None of the Directors, their close associates or any shareholders
of the Company (which, to the best knowledge of the Directors,
own more than 5% of the Company’s issued share capital) had any
interest in the Group's five largest customers and suppliers during the
year ended 31 December 2025.

PRINCIPAL RISKS AND UNCERTAINTIES

The Group’s business, financial condition, results of operations and
prospects may be affected by a number of risks and uncertainties.
The following are the key risks and uncertainties identified by the
Group.

Reliance on major customers

In the year, sales to the Group’s five largest customers in aggregate
accounted for approximately 57.2% (2024: 50.0%) of the total
sales for the year and sales to the largest customer accounted for
approximately 16.0% (2024: 12.3%) of total sales. If any of these
customers ceases to do business with the Group, or substantially
reduces the volume of its business with the Group and if the Group is
unable to secure new customers with similar sales volume and profit
margin, the Group’s business, results of operations and financial
position may be materially and adversely affected.

FESEABKESR AR

Hﬁl%\
EEERRARATHEBEE_ZS_RAF+-A=+—
HIEFERNARPRE (ZE-HF ) -

ME- -BMERRE
AEENYE BELRBEEBFBERREGEMBE
WMERMFE18 ©

FEEXEFRMERS

REER AEBMBPRAAEFLPNBEARLEARE
EEEEXNST72% (ZZE - :50.0%) 1M ¥
BEARFHHEESHBHEEN160% (ZE_HF:
123%) AEEHAAREENRBEESE KGR
FERBETAN6.0% (T -MF 41.3%) M
HEABERNREBEERBAEN118% (ZF
TP :10.8%) °

BE_Z-_AF+_A=1+—BULFE HEES.
BEZETHEATRITMARRBRE (BESEAMR
EACEBARNRBEITRASYR A E)RAEE
MAARPF R EEES T

TERBRTAMEER
AEEOEY HBRR EERERANTALR
SEABRRTABRRMYE - TXRAEEN#H
WOEZABRRTALHEE-

HETEEFWMKFE

RAEER AEBMYPAREFMHEEAHERTF
EBEELNS572% (T - :50.0%) il ¥
BARFHNHEEHBHEEN160% (T _N4F:
123%) BT MZETFPRIEERNEBNER
AR -FABBRIOEBERNEENESE MAEE
MEEGSHEELFBEBOINTER RIAEE
MER CEEERMERRATEZEEXNTFE
2,



DIRECTORS’ REPORT (Continued)
EEERE (&)

Reliance on raw materials

The Group’s production requires large quantities of raw materials,
which are mainly artificial and synthetic fibres, for the production
of non-woven fabric related products. There is no assurance that
the Group will always be able to secure an adequate supply of raw
materials at commercially viable prices to meet the Group's future
production requirements. Moreover, fluctuations in the prices of the
raw materials may increase the cost of inventories sold and reduce
the gross profit and gross margin of the Group.

Reliance on limited number of suppliers

Purchases from the Group’s five largest suppliers in aggregate
accounted for approximately 46.0% (2024: 41.3%) of total
purchases for the year and purchases from the largest supplier
accounted for approximately 11.8% (2024: 10.8%) of total
purchases. If any of these suppliers do not continue to supply
materials and goods to the Group at favourable or similar prices or at
all, the Group may not be able to find another suitable replacement
supplier in a timely manner or on terms acceptable to the Group or
at all, and the Group’s business, results of operations and financial
condition could be adversely affected.

Other financial risks

The Group also faces other financial risks in the ordinary course of
business. Details of financial risk management objectives and policies
are set out in Note 6 to the consolidated financial statements.

RELATIONSHIP WITH EMPLOYEES,
CUSTOMERS AND SUPPLIERS

The Group recognises the importance of good relationships with
its employees. The Group continues to provide training for its staff
to enhance technical and product knowledge as well as knowledge
of industry quality standards. The Group maintains good working
relationships with its employees and has not experienced any material
disruption of its normal business operations due to strikes or labour
disputes.

The Directors believe that the Group's good relationship with its
customers depends on its ability to produce reliable products for
its customers. The Group conducts surveys on customers’ feedback
on the Group's products, the results of which will be analyzed and
used to formulate measures of improvement. This provides a channel
for the Group’s customers to monitor the quality of the Group’s
products.
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The Group’s major suppliers of its principal business are
manufacturers of artificial and synthetic fibres being the Group’s
primary raw materials. The Directors consider that the reliability of
suppliers are essential to maintaining an efficient production process
of the Group. The Group has laid down detailed supplier selection
procedures, and conducts reviews on its suppliers regularly and also
upon any material changes in the suppliers’ delivery period, quality
of supply, price and service.

ENVIRONMENTAL POLICIES

Committed to minimizing any environmental impact caused by its
production (such as noise, sewage and exhaust gas), the Group
adopts quality control measures and a comprehensive environmental
management system to ensure that the Group manufactures quality
products with minimum impacts on the environment. Meanwhile,
concerning environmental conservation, the Group follows the
internal guiding principles set out below in operating its business:

o to be committed to complying with relevant laws and
regulations;

o to strengthen the training of staff so that they all participate in
protecting the environment;

o to continuously improve and implement daily environmental
monitoring, review and management so as to prevent pollution;
and

. to economize on the consumption of resources.

Further details will be disclosed in the Company’s Environmental,
Social and Governance Report 2025 to be published within April
2026.

COMPLIANCE WITH RELEVANT LAWS AND
REGULATIONS

The Group work closely with its advisers and auditors to review the
Group’s affairs and ensure full compliance with all applicable laws,
rules and regulations. The Group’s operations are mainly carried out
by the Company’s subsidiaries in the PRC while the Company itself
is listed on the Stock Exchange. As far as the Company is aware, the
Group has complied in material aspects with the relevant laws and
regulations which have a significant impact on the Group during the
year ended 31 December 2025.
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DIRECTORS

The Directors of the Company during the year ended 31 December
2025 and up to the date of this report were:

Executive Directors:

Mr. Zhuang Yuejin
Mr. Ng Chung Ho
Ms. Xiao Suni

Independent non-executive Directors:

Mr. Yuen Wai Keung
Ms. Ng Li La, Adeline
Ms. Zhu Chunyan

Pursuant to Article 84(1) of the Articles, Mr. Ng Chung Ho and Ms.
Ng Li La, Adeline shall retire at the forthcoming annual general
meeting. All the retiring Directors are eligible for re-elections.

DIRECTORS’ AND SENIOR MANAGEMENT

Biographical information of the Directors and senior management
of the Group are set out in the section headed “Biographical
Information of Directors and Senior Management” on pages 12 to
13 of this report.

DIRECTORS’ SERVICE CONTRACTS

None of the Directors, including those proposed for re-election at
the forthcoming annual general meeting, has a service agreement
which is not determinable by the Company within one year without
payment of compensation (other than statutory compensation).

REMUNERATION POLICY

The remuneration policy of the employees of the Group is set up
by the Board on the basis of their experience, qualifications and
competence.

The remuneration of the Directors of the Company are reviewed by
the Remuneration Committee and approved by the Board, having
regard to the relevant Director's experience, responsibility, workload
and the time devoted to the Group; the Company’s operating results
and comparable market statistics.

The Company has adopted a share option scheme (the “Scheme”) on
5 June 2015 to which the Directors and eligible employees, among
others are entitled to participate in. The Scheme was expired on
4 June 2025. The Company operated the Scheme for the purpose
of providing incentives and rewards to eligible participants who
contribute to the success of the Group's operations. Details of the
Scheme are set out in the section “Share Option Scheme” on pages
38 to 40 of this report.
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REMUNERATION OF DIRECTORS AND FIVE
HIGHEST PAID INDIVIDUALS

Details of the remuneration of the Directors and the five highest
paid individuals in the Group are set out in Notes 15 and 16 to the
consolidated financial statements.

DIRECTORS’ AND CHIEF EXECUTIVES'’
INTERESTS IN SECURITIES, UNDERLYING
SHARES AND DEBENTURES

So far as known to the Directors, at 31 December 2025, the interests
and short positions of the Directors and chief executives of the
Company in the shares, underlying shares and debentures of the
Company or any its associated corporations (within the meaning of
Part XV of the Securities and Futures Ordinance (“SFO")) which were
required to be notified to the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO (including
interests and/or short positions of which they were taken or deemed
to have under such provisions of SFO) or which were recorded in the
register required to be kept by the Company pursuant to Section
352 of the SFO or otherwise required to be notified to the Company
and the Stock Exchange pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers in Appendix C3 to the
Listing Rules (“Model Code”), were as follows:

Long positions in shares and underlying shares
of the Company

Capacity and nature

Name of interest

" SO RESENMEE
Directors

BF

Mr. Zhuang Yuejin Beneficial owner
R L A EEERA

Ms. Xiao Suni Beneficial owner
HE et EEERA

Ms. Zhu Chunyan Beneficial owner
KREHLL EEERA

The percentage shareholding is calculated on the basis of the Company’s
issued share capital of 437,787,760 at 31 December 2025.
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Save as disclosed above, at 31 December 2025, none of the Directors
or chief executives of the Company had any interests or short
positions in the shares or underlying shares or debentures of the
Company or any of its associated corporations as recorded in the
register required to be kept by the Company under Section 352 of
the SFO, or as otherwise required to be notified to the Company and
the Stock Exchange pursuant to the Model Code.

Save as disclosed above, at no time during the year ended 31
December 2025 were rights to acquire benefits by means of the
acquisition of shares in or debentures of the Company or of any
other body corporate granted to any Directors or their respective
spouse or children under 18 years of age, or were any such rights
exercised by them; or was the Company, its holding company or
any of its subsidiaries a party to any arrangements to enable the
Directors, their respective spouse or children under 18 years of age
to acquire such rights in the Company or any body corporate.

SUBSTANTIAL SHAREHOLDERS’ AND OTHER

PERSONS’ INTERESTS OR SHORT POSITIONS

IN THE SHARES OR UNDERLYING SHARES OF
THE COMPANY

Save as disclosed in the section “Directors’ and Chief Executives’
Interests in Securities, Underlying Shares and Debentures” on
page 35 of this report, at 31 December 2025, the Directors of the
Company were not aware of any persons who had, or was deemed
to have, interests or short positions in the Shares or underlying
Shares which would fall to be disclosed to the Company in
accordance with the provisions of Divisions 2 and 3 of Part XV of the
SFO; or be recorded in the register required to be kept under Section
336 of the SFO.

DIRECTORS’ INTERESTS IN CONTRACTS

No Director had a material interest, either directly or indirectly, in any
contract of significance to the business of the Group to which the
Company or any of its subsidiaries was a party at the end of the year
or at any time during the year ended 31 December 2025.
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DIRECTOR’S INTEREST IN COMPETING
INTERESTS

The Directors are not aware of any business or interest of the
Directors, the controlling shareholder and their respective associates
(as defined under the Listing Rules) that compete or may compete
with the business of the Group and any other conflict of interest
which any such person has or may have with the Group during the
year.

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

Neither the Company nor any of its subsidiaries has purchased, sold
or redeemed any of the Company’s listed securities during the year
ended 31 December 2025.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES
AND DEBENTURES

Save as disclosed in the section “Directors’ and Chief Executives’
Interests in Securities, Underlying Shares and Debentures” on page
35 of this report, at no time during the year ended 31 December
2025 was the Company, or its subsidiaries, or its fellow subsidiaries a
party to any arrangements to enable the Directors to acquire benefits
by means of acquisition of shares in, or debentures of the Company
or any other body corporate.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company
and within the knowledge of the Directors at the latest practicable
date prior to issue of this report, the Company has maintained the
sufficient public float under the Listing Rules.

RELATED PARTY TRANSACTIONS AND
CONNECTED TRANSACTIONS

During the year ended 31 December 2025, except for those disclosed
in Note 40 to the consolidated financial statements, the Group had
no material transactions with its related parties.

The Directors conducted review of the related party transactions of
the Group during the year ended 31 December 2025 and were not
aware any transaction requiring disclosure of connected transactions
in accordance with the requirements of the Listing Rules.
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BANK BORROWINGS

Particulars of bank borrowings of the Group at 31 December 2025
are set out in Note 34 to the consolidated financial statements.

RETIREMENT BENEFIT SCHEME

Particulars of the retirement benefit scheme of the Group are set out
in Note 39 to the consolidated financial statements.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Articles or
the laws of Cayman Islands which oblige the Company to offer new
shares on a pro-rata basis to its existing shareholders.

PERMITTED INDEMNITY PROVISION

Pursuant to the Articles, the Directors and every one of them is
entitled to be indemnified out of the assets and profits of the
Company from and against all actions, costs, charges, losses,
damages and expenses which the Directors or any of them, shall or
may incur or sustain by or by reason of any act done, concurred in
or omitted in or about the execution of their duty, or supposed duty
in their offices or otherwise in relation thereto provided that this
indemnity shall not extend to any matter in respect of any fraud or
dishonesty which may attach to any of the Directors.

The Company has taken out and maintained Directors’ liability
insurance throughout the year which provides appropriate cover for
legal actions brought against the Directors.

SHARE OPTION SCHEME

The Company adopted the Scheme on 5 June 2015 which will
remain in force for a period of 10 years from the effective date of
the Scheme and expired on 4 June 2025.

Under the Scheme, the Directors may at their discretion grant options
to the eligible participants, including but not limited to, any Directors
(whether executive or non-executive and whether independent or
not) and any employee (whether full time or part time) of the Group
or any other person, who has contributed to the Group.
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The maximum number of shares in respect to which options may
be granted under the Scheme shall not exceed 10% of the issued
share capital of the Company on the date of adopting the Scheme.
The limit may be refreshed at any time provided that the new limit
must not be in aggregate exceed 10% of the issued share capital of
the Company at the date of the shareholders’ approval in general
meeting. However, the total number of shares which may be issued
upon exercise of all outstanding options granted and yet to be
exercised under the Scheme and any other scheme of the Company
must not in aggregate exceed 30% of the shares in issue from time
to time. During the year ended 31 December 2025, no share options
were granted, exercised nor canceled but 4,800,000 outstanding
share options were lapsed under the Scheme. At 31 December
2025 and the date of this report, there is no share options granted
under the Scheme remained outstanding. At the date of this report,
there is no share available for issuance upon exercise of all options
to be granted under the Scheme. The maximum number of shares
in respect of which options may be granted to any individual in
any 12-month period shall not exceed 1% of the shares in issue
on the last date of such 12-month period unless approval of the
shareholders of the Company has been obtained in accordance with
the Listing Rules. A nominal consideration of HK$1 is payable on
acceptance of the grant of an option.

Options may be exercised at any time from the date of grant of
the option to the 10th anniversary of the date of grant as may be
determined by the Directors. The exercise price is determined by the
Directors, and will not be less than the highest of (i) the closing price
per share as stated in the Stock Exchange’s daily quotations sheets
on the date of the grant of the options; (ii) the average closing price
per share as stated in the Stock Exchange’s daily quotations sheets
for the five business days immediately preceding the date of the
grant of the options; or (iii) the nominal value of a share. An option
may be accepted by an eligible participant within 28 days from the
date of the offer of grant of the option.

FESEAHEEER QA
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The movements in the Company's share options granted to the
eligible participants during the year ended 31 December 2025 were
as follows:

ARBEREMEEARABRERE S5
FroA=St—ALFEAZEBMT

Movement during the period

Brgs
Outstanding at Outstanding at
Exercise price 1 January 31 December
Date of grant HK$ 2025 Granted Exercised Cancelled Forfeited 2025 Exercise period
R-B-EE R-B-3E
e -A-H t=A=+-8H
RHAH o WATHE BEH BT BH# BEK AT TES
Employees 4 April 2019 25 4,800,000 - - - (4,800,000) -4 April 2019 to 3 April 2029
{3 “E-NAFWAMA “Z-NFMAMABE
“E-NEMAZH
AUDITORS % B ED

Following the resignation of Elite Partners CPA Limited ("Elite
Partners”) as the auditor of the Company on 2 September 2024,
Infinity CPA Limited (“Infinity CPA") was appointed as the auditor of
the Company by the Board on the same day and to hold office until
the conclusion of the next annual general meeting of the Company.

The consolidated financial statements of the Company for the year
ended 31 December 2025 were audited by Infinity CPA whose terms
of office will expire upon the forthcoming annual general meeting
of the Company. A resolution for the re-appointment of Infinity CPA
as the auditor of the Company will be proposed at the forthcoming
annual general meeting of the Company.

The Board confirmed that there was no disagreement between Elite
Partners and the Company. Save as disclosed above, there were
no other changes in auditor of the Company during the past three
years.

On behalf of the Board

Zhuang Yuejin
Chairman and Chief Executive Officer

Hong Kong, 30 March 2026
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INDEPENDENT AUDITOR’S REPORT

B AR E

QO

TO THE MEMBERS OF
CHINA AUTOMOTIVE INTERIOR DECORATION LIMITED
(Incorporated in the Cayman Islands with limited liability)

INFINITY

— B EGEFYH —

OPINION

We have audited the consolidated financial statements of China
Automotive Interior Decoration Limited (the “Company”) and its
subsidiaries (collectively, the “Group”) set out on pages 49 to 131,
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, consolidated statement of changes
in equity and 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 HKFRS Accounting Standards issued by the Hong Kong Institute
of Certified Public Accountants (“HKICPA") and have been properly
prepared in compliance with the disclosure requirements of the Hong
Kong Companies Ordinance.

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong Standards on
Auditing ("HKSAs") 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 consolidated 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.

FESEAHEEER QA

Infinity CPA Limited

Room 1501, 15th Floor Olympia Plaza

255 King’s Road, North Point, Hong Kong
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INDEPENDENT AUDITOR'’S REPORT (Continued)
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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 identified in our audit are summarised as follows:

- Allowance for expected credit losses assessment of trade and
bills receivables and deposits and other receivables

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

Key audit matter

HRREETEE

Impairment assessment of trade and bills receivables and
deposits and other receivables

BREZRERBRRERE Rk HEGEBRENRENG

Refer to notes 4, 5, 6(b), 24 and 25 to the consolidated financial

statements.
222G AT IEREM S 5 6(b) 24K 25 °

We identified the impairment assessment of trade and bills
receivables and deposits and other receivables as a key audit matter
due to the significant balances of these assets at the end of the
reporting period and the significant judgements and estimates
exercised by the Group’s management.
HRZEEERNREMRNERERAUR EXEERETEEAXN
FIET Kb st RIS RN E 5 FIE REWRE - 1R e KH MR WEIE
BB ERT SR R T FIE
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BEREER

BB FEA IR BRI E L WA
AN BREBHMERAEENEA - REEEL
FERMH GRS REEEETRT RAR LK
ERB—HEE AMTERRSERREEBN
8-

BAEFETEETHANERBSFTESADOT

- EBRESRE BRER R RHEBREK
RENBHREEBRBENG

- UE BERREBAREHEEERER G

How our audit addressed the key audit matter

EMNATHESFNAEERREEN B

Our audit procedures in relation to impairment
assessment of trade and bills receivables and
deposits and other receivables included:
BB EWE R R ERRE e R H A EY
IR EEETHNEFRETFEE:

- obtained an understanding of the key
controls over credit assessment procedures
performed by management, including
the periodic review of aged trade and
bills receivables and deposits and other
receivables and management’s estimation of
the allowance for ECL on these receivables;

- TW“EF%ZL%%&F(@EE%%%
EEfENESRBEREREE R RA
M RIE AR EREHZERB KA
EHEEBERENMGET) TRITH T
i

- evaluated the Group's policy for estimating
the ECL with reference to the requirements
of the prevailing accounting standard;

- ZRBTEFEANRE TH EXER
REETTEREEBENBE:

= tested the accuracy of the ageing profile of
these receivables by checking to supporting
documents on a sample basis;

- WEREEHMEXXH VAR ZE R KA
AR QAR L B0 SERE L
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INDEPENDENT AUDITOR'’S REPORT (Continued)
BYRBETRE (&)

Key audit matter

BREITEE

Impairment assessment of trade and bills receivables and
deposits and other receivables

EREZRERERRE RER At EERRNRET G

Management estimated, with the assistance of an external valuer
(the “Valuer”), the ECL by considering factors including the ageing
profile, debtors’ repayment history and the current and forward-
looking information on macroeconomic factors that involve the
exercise of management judgement.
EEREENEGEM([HEMDOHE T BREEKRKS T &
BANERCTHEARSRITEEEBAHBNZERSBERZNREG R
AIEMERSEER A EREEEIE

FESEAHEEER QA

How our audit addressed the key audit matter

EMNBTHESFNAEERAREN SR

- examined the estimation on the ECL of
individual balances on sample basis and the
expected loss rate of each category groups
and evaluating the basis and factors used in
the estimation to the appropriateness of the
identification of significant increase in credit
risk, defaults and credit-impaired receivables;

- HWEREEMNESRNTEREEBEMK M
REBRNEGNIEEEE  WaT ki F
FrAMEXEREE  HE (= E R EE S
M- EA R R AE SR E W IE & 5
EERE:

- evaluated the independence, competence,
objectivity and experience of the Valuer
engaged by management;

- FIGEEEMEBEAGLEMNE L
BEE RS

- obtained an understanding of and evaluated
the reasonableness of the methodology,
key data inputs and assumptions used to
determine the ECL; and

- TRIFEAREEEREEBEN A
FTE2HBHABEHIRENEENL: R

- tested the mathematical accuracy of the
calculation of ECL rates and the calculation
of the allowance for ECL.

- AEEHCEEBRXREHREEEBRE
SR EBERIE -
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Key audit matter

BREITEE

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

ME BERREARERAEEENRETG

Refer to notes 4, 5, 18 and 20 to the consolidated financial
statements.
S2HGE P BHREMEL -5 18/%20 ¢

We identified the impairment assessment of property, plant and
equipment and right-of-use assets as a key audit matter due to
the significant judgements and estimates exercised by the Group's
management.

B BESEEERETEENAE R BMEYE BEREE
INREREEENRENGBEMNRBREETEE-

As at 31 December 2025, the net carrying amount of property, plant
and equipment and right-of-use assets amounted to approximately
RMB38,722,000 and RMB5,159,000 respectively, relating to the
Group's business engaged in manufacture and sales of nonwoven
fabric related products used in automotive interior decoration parts
and other parts.

RZZE_RE+A=1+—8 V¥ BERIXEAREAEEEDN
EREVEED B4 B ARE38,722,0007T & A R#5,159,0007T * % 5%
BESRE EEECFHERBEERANTENNHG REGTHEHE
SMEAERNEBER-

Having considered the loss-making performance of the Group as
impairment indicator, the management estimated the recoverable
amount of these assets based on value-in-use by preparing
discounted cash flow forecasts.

ZRY EXEESFEANKERARNENR ERERBREUMR
ReERBWA REBEBEGFTZEEENROIGHE-

Based on such assessment, impairment loss on property, plant and
equipment and right-of-use assets amounting to RMB24,450,000
and RMB850,000 respectively, were provided during the year ended
31 December 2025.

ARG BE_T-RAF+_A=1+—"BHLFE VE BEX
BB R EREEES AR EEE AR %24,450,000T R AR
#850,0007T °
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How our audit addressed the key audit matter

EMNBTHESFNAEERAREN SR

Our audit procedures in relation to impairment
assessment of property, plant and equipment and
right-of-use assets included:

B WE BERREBAREREEEREN
FrETTHEAEF a2

- obtained an understanding of the key
controls over the asset impairment
assessment process;

- TREEREMGBRETERES:

- evaluated the appropriateness of
methodology used by the management
and assessed the reasonableness of key
data inputs and assumptions used by the
management in assessing the value-in-use of
these assets; and

- RIMEAEEEMBAENREL TAHRER
EEFEZEEENEREERMANETIE
BEBABHEBREEAE K

- tested the mathematical accuracy of the
underlying calculations in the impairment
assessment and agreed the calculations to
the financial budget and future forecasts and
compared actual results to those budgeted to
assess the quality of management'’s forecast.

- BAIFEURERME T AR ENRBERLE S
AEEREMBIEE LR RIEANETRE
UHERFEERAERBEELER AFRKE
BEBANEE-
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OTHER INFORMATION

The directors of the Company are responsible for the other
information. The other information comprises the information
included in the annual report, but does not include the consolidated
financial statements and our auditors’ 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 on the other information that we
obtained prior to the date of this auditor's report, 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 AND
AUDIT COMMITTEE FOR THE CONSOLIDATED
FINANCIAL STATEMENTS

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

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

The audit committee assists the directors of the Company in
discharging their responsibilities for overseeing the Group's financial
reporting process.

FESEABKESR AR
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AUDITORS’ 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 auditors’ report that includes our opinion solely to you, as a body,
and for no other purpose. We do not assume responsibility towards
or accept liability to any other person for the contents of this report.
Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with HKSAs will
always detect a material misstatement when it exists. Misstatements
can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be expected
to influence the economic decisions of users taken on the basis of
these consolidated financial statements.

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

o 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.

o 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.

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

46 CHINA AUTOMOTIVE INTERIOR DECORATION HOLDINGS LIMITED
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o 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 auditors’ 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 auditors’
report. However, future events or conditions may cause the
Group to cease to continue as a going concern.

o 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.

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

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

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

FESEAHEEER QA
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From the matters communicated with the audit committee, we EBZZEEBHNIES  RMETH AL
determine those matters that were of most significance in the audit AMBERERBAZAEENFE AMBEKEREE
of the consolidated financial statements of the current period and FtEHE - RFIAEZBMFES P RAZZEE Kk
are therefore the key audit matters. We describe these matters in our JEESERZ I NHAWEFBEEE  EKRLHIE
auditors’ report unless law or regulation precludes public disclosure 2T HRMAEEBEHRERETBEBEEXETHERKNE
about the matter or when, in extremely rare circumstances, we HEZRBBEARMFZTEEANGEE EmETE
determine that a matter should not be communicated in our report FEEREHERZEE-

because the adverse consequences of doing so would reasonably

be expected to outweigh the public interest benefits of such

communication.

Infinity CPA Limited BECHEHMEERERAT
Certified Public Accountants A EE AT

Au Yeung Ming Yin Gordon BG#HE

Practising certificate number P08219 HMEFERITP08219

Hong Kong, 30 March 2026 BE —_E-RF=ZA=1H
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
SERmkHEMEERER

For the year ended 31 December 2025
BE_FE_aF1+_HA=+—HIFE

2025 2024
—E_RE O
Notes RMB’000 RMB'000

g3 AR®T R ARMT T

Revenue A 9 102,028 128,552
Cost of sales & R (91,561) (107,511)
Gross profit E7 10,467 21,041
Other income, gains and losses, net HiWA - sk EEFE 10 11,258 822
Selling and distribution costs SHE R KA (3.349) (3,172)
Reversal of impairment loss on interest in Bt N R A EBERD R

associates and share of result of associates — JE{REfE A A4 1,070 120
Net allowance for expected credit BHEEEEREEE

losses 7,164 (9,322)
Impairment loss on property, Y BRE MR EREEE

plant and equipment (24,450) =
Impairment loss on right-of-use assets FRAEEERBESBE (850) =
Administrative expenses ITHRF X (20,667) (17,399)
Loss from operations KEEE (19,357) (7,910)
Finance costs Bh & B R 12 (1,293) (1,466)
Loss before tax BB AT 5 18 11 (20,650) (9,376)
Income tax (expense)/credit e (Ax) /#H& 13 (124) 36,755

(Loss)/profit for the year attributable RKAREEAEBEEE
to the owners of the Company (Bs|) %A (20,774) 27,379
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME (Continued)
meaEskAMEE KSR (A)

For the year ended 31 December 2025
HE—FE—aFE+ - HA=+—HItFZ

2025 2024
—E-EHEF —EMEF
Notes RMB’000 RMB’'000

M aF ARBF ARBF T
(Loss)/profit for the year FE (B8 57 (20,774) 27,379

Other comprehensive (expense)/income FEHMEME (FxX) W

for the year, net of income tax: HBRFAEHE:
Item that will not be reclassified to TEEF T EEZRZMEER :

profit or loss:
Exchange differences on translation RENEEEEZ2HEK 2

from functional currency to N Z

presentation currency (1,826) 1,404
Items that may be reclassified HEJEN 7 HERBHIER

subsequently to profit or loss:
Exchange differences on translating foreign {2 E N £ 2 [E 3 =58

operations 1,274 (1,814)
Reclassification adjustment for the BIiHE ARES AERZZ

cumulative exchange reserve included in 2 EREEEN Y EREE

profit or loss upon the deconsolidation - (70)
Total other comprehensive expense FEHMZEMAXARE

for the year (552) (480)

Total comprehensive (expense)/income ZFRATAEEAEGEESMA
for the year attributable to the owners  (BiX) /WHHEHE

of the Company (21,326) 26,899
RMB RMB
AR¥ AR
(Restated)
(&&E5)

(Loss)/earnings per share (cents) SR (BE) BF (2)
Basic and diluted BERKEE 14 (10.82) 14.30
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

A MR R R

As at 31 December 2025
RZFEZAF+=ZH=4+—H

2025 2024
—EC-HF —T_HEF
Notes RMB’000 RMB'000
B at ARBT R ARBF T
ASSETS BE
Non-current assets ERBEE
Property, plant and equipment V¥ BB R 18 38,722 67,844
Investment property wEYE 19 3,065 3,421
Right-of-use assets EREEE 20 5,159 6,785
Interests in associates RN VR s 22 8,196 6,105
Prepayments for acquisition of property, Wi B REHE 2
plant and equipment BT FRIE 25 - 217
55,142 84,372
Current assets REEE
Inventories FE 23 10,623 17,709
Trade and bills receivables EUWE SHRIBEREE 24 79,719 56,249
Prepayments, deposits and other TENFIE 2 e REMEWFKIA
receivables 25 46,766 33,910
Financial assets at fair value through EBERAFEREBRIENSH
profit or loss BE 26 34,057 26,587
Cash and bank balances Re RRITEH 27 45,455 49,419
216,620 183,874
Total assets EEHE 271,762 268,246
EQUITY R
Capital and reserves attributable to ARAEEBEAEBLELRR
the owners of the Company =
Share capital [N 28 9,583 3,643
Reserves #E 29 177,189 175,448
Total equity EREE 186,772 179,091
PEAEAKEEERA A —E-EER S



CONSOLIDATED STATEMENT OF FINANCIAL POSITION (Continued)
mEnBERRE (&)

As at 31 December 2025
RZFEZAF+=ZH=4+—H

2025 2024
—E-EHEF —EMEF
Notes RMB’000 RMB’'000

iog=3 AR®T R ARMT T

LIABILITIES 8E&
Non-current liabilities ERBERE
Bond payable JERHE S 30 2,785 2,855
Lease liabilities HESRE 35 3,364 2,674
6,149 5,529
Current liabilities FEEaE
Trade and bills payables ERNESRIBERER 37 26,604 39,812
Accruals and other payables FEETE A REMEN KA 32 8,973 7,521
Contract liabilities aHEaE 33 7,686 8,691
Bank borrowings RITER 34 35,000 25,000
Lease liabilities HEBE 35 578 1,468
Tax payable FER IR - 1,134
78,841 83,626
Total liabilities EEEH 84,990 89,155
Total equity and liabilities EnRkAELAE 271,762 268,246
Net current assets RBEEFSE 137,779 100,248
Total assets less current liabilities HEERRBERE 192,921 184,620
Net assets EEFH 186,772 179,091

Approved by the Board of Directors on 30 March 2026 and signed R _-ZF - RF=A=t+HHEEFFHLELH T

on its behalf by: ALTRKREE:
Zhuang Yuejin Ng Chung Ho
R EAE
Director Director
2 EE

The accompanying notes form an integral part of these consolidated financial statements.
BEM BT AR S e Bk AR LD -
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

GERZEER

For the year ended 31 December 2025
HE—FE—aFE+ - HA=+—HItFZ

At 1 January 2024

Profit for the year

Exchange difference on translating functional currency
to presentation currency

Exchange difference on translating
foreign operations

Reclassification adjustment for the cumulative exchange
reserve included in profit or loss upon deconsolidation

Total comprehensive income for the year

Lapse of share options

At 31 December 2024 and 1 January 2025

Loss for the year

Exchange difference on translating functional currency
to presentation currency

Exchange difference on translating
foreign operations

Total comprehensive expense for the year

Issue of shares under rights issue, net of direct
transaction cost (note 28)
Forfeiture of share options

At 31 December 2025

RZZ-ME-A-H

FREH
BRENERBEZRAE L
ERZER
REBNEBIELZR

RiRANRRHABREZ 25t
ERAGEENDERE

FEXANGEE

BRERN

RZZTZWE+=A=+-ARK
“Z-R%-A—H
FEEE
BENRERZ2RER
ExzE

BEENEB ERER

FEREMXAE

REBHBRTREG

NEERZSHA (H7:228)

BIER

R=ZB-EF+=A=1+-8

Foreign
currency Share
Share Share Merger  translation option Statutory  Accumulated Total
capital premium” reserve” reserve” reserve” reserve” losses” equity
SERE
RE  RGEE  AHRE R BRERE iTRE RIHR" i $:3:4
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETT ARETRT ARETRE ARETR ARETR ARBTT ARBTT
(note 28) (note 29) (note 29) (note 29) (note 42) (note 29)
(Bi228)  (Wat29)  (Mii29)  (Kia29)  (Mit4a2)  (B#29)

3,643 325,645 5,992 35,064 7,867 11,818 (237,837) 152,192

- - - - - - 27,379 27,379

= = = 1,404 = = = 1,404
- - - (1,814) - - - (1,814)
- - - (70) - - - (70)

- - - (480) - - 27,379 26,899

- - - - (7,294) - 7,294 -

3,643 325,645 5,992 34,584 573 11,818 (203,164) 179,091
- - - - - - (20,774) (20,774)
- - - (1,826) - - - (1,826)

- - - 1,274 = = = 1,274
- - - (552) - - (20,774) (21,326)

5,940 23,067 - - - - - 29,007

- - - - (573) - 573 -

9,583 348,712 5,992 34,032 - 11,818 (223,365) 186,772

2 ZEREREEEAVYBERARARAHDARE

These reserve accounts comprise the consolidated reserves of approximately

RMB177,189,000 (2024: RMB175,448,000) in the consolidated statement of

financial position

The accompanying notes form an integral part of these consolidated financial statements.

BEMTR P E AR TR A M B MROAKE S

PFESEAGEESR LA

177,189,0007T (=T — MM : AR ¥175,448,0007T)
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CONSOLIDATED STATEMENT OF CASH FLOWS

= AN =B
MEHERER

For the year ended 31 December 2025
BE_FE_aF1+_HA=+—HIFE

CASH FLOWS FROM OPERATING
ACTIVITIES
Loss before tax
Adjustments for:
Finance costs
Interest income
(Reversal of allowance)/allowance for
expected credit losses on trade receivables
Reversal of allowance for expected credit
losses on deposits and other receivables
Depreciation of property, plant and equipment
Depreciation on investment property
Depreciation on right-of-use assets
Impairment loss for property, plant and
equipment
Impairment loss for right-of-use assets
Loss on termination of right-of-use assets
Loss on disposal of property,
plant and equipment
Loss of disposal of subsidiaries
(Gain)/loss on financial assets at
fair value through profit or loss
Share of results of associates

Operating cash flow before investments in
working capital changes
Decrease in inventories
(Increase)/decrease in trade and bills receivables
Decrease/(increase) in prepayments,
deposits and other receivables
(Decrease)/increase in trade payables
Increase/(decrease) in accruals and
other payables
(Decrease)/increase in contract liabilities

Net cash (used in)/generated from operations
Income tax paid

Net cash (used in)/generated from operating
activities

RETHELENRERE

BT ATE 18

AT RBRELFE

BE R

B UWA
EWE S HANEREE
R (BERE) BE
B kEMEKFENBRER
BERERD

VE- BEREETE
REMEFE
EREEEFE

M BEMRENRESR

EREEENRERBRE
RIEERREENER
HEME BELERBNER

HEH B A B &R

BRAFERBRIIENESRHEE
0 (kas) /518

iR NI

BEESBDANREN
rEReRE
TERD

[EWE HHREREE (M) IR
BNRE REMEA
FENCRIE R A, (HE )
EREZHECRL) /g

FEFT 2 R R H A FE 5 SRR

#gm/ i)

BaHaE ORd) /HEn

gE (R /HEREFE
EFTEH

REE® (M) /EREFE

CHINA AUTOMOTIVE INTERIOR DECORATION HOLDINGS LIMITED

2025 2024
—EC-RE —EomE
RMB’000 RMB’000
AR¥ET T AREF T
(20,650) (9,376)
1,293 1,466
35 (84)
(5,986) 2,427
(1,178) 6,895
2,735 3,426
356 356
1,782 2,294
24,450 =
850 =
194 =
1,337 1,398
1,218 306
(8,227) 1,275
(1,070) (120)
(2,861) 10,263
7,113 3,738
(17,470) 14,634
15,115 (15,482)
(13,203) 9,365
1,452 (4,600)
(977) 5,558
(10,831) 23,476
(955) (1,398)
(11,786) 22,078

ANNUAL REPORT 2025



CONSOLIDATED STATEMENT OF CASH FLOWS (Continued)

RERTRER (F)

For the year ended 31 December 2025
HE—FE—aFE+ - HA=+—HItFZ

CASH FLOWS FROM INVESTING
ACTIVITIES
Interest received
Purchase of property, plant and equipment
Proceeds from disposal of property,
plant and equipment
Net cash flow from disposal of subsidiaries

Net cash (used in)/generated from investing
activities

CASH FLOWS FROM FINANCING
ACTIVITIES
Proceed from rights issue, net of transaction
costs
Proceeds from bank borrowings
Proceeds from bond payables
Repayment of bank borrowings
Repayment of interest on borrowings
Repayment of capital element of
lease liabilities
Repayment of interest on lease liabilities

Net cash from/(used in) financing activities

Net (decrease)/increase in cash and
cash equivalents

Cash and cash equivalents at the
beginning of the year

Effect of foreign currency exchange
rate changes

Cash and cash equivalents at
the end of the year

The accompanying notes form an integral part of these consolidated financial statements.

BEMTR P SE AR S A M B MR AR

FESEAHEEER QA

RETHELENRERE
SRS

BEME BENMRE
HEME  BEKREMFHIEA
HEMBRARELENREREFR

KREE® (FFA) /EREFHE

METHELENRAESRE
WS HIR - IR R B
RITE RS IR

FES &5 PTG 3R

EERITER

EEBHRAE
EEHEREMERNED
ERENE
RMEFHME/ (A RSFHE

ﬁﬁ&ﬁﬁ%ﬁ%
M) AR E
REDNRERASEEY

SNEEE BT E

RELKNRERASEEY

2025 2024

—E-FHE —E_uEF
RMB’000 RMB’000
ARET ARET T
(35) 84
(20,776) (963)
8,548 2,955
358 914
(11,905) 2,990
13,306 =
35,000 25,000

= 2,855
(25,000) (25,000)
(1,178) (1,247)
(1,400) (3,186)
(115) (142)
20,613 (1,720)
(3,078) 23,348
49,419 26,043
(886) 28
45,455 49,419
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A MR MR

For the year ended 31 December 2025
HE—FE—aFE+ - HA=+—HItFZ

1.

56

GENERAL INFORMATION

China Automotive Interior Decoration Holdings Limited (the
“Company”) was a public limited company incorporated in
Cayman Islands on 9 December 2009 as an exempted company
with limited liability under the Companies Law (2000 Revision)
of the Cayman Islands, and its shares are listed on The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”).
The addresses of the registered office and principal place
of business of the Company are disclosed in the corporate
information section to the annual report.

The principal activity of the Company is investment holding.
The Group is principally engaged in the manufacture and
sale of non-woven fabric related products used in automotive
interior decoration parts and other parts.

In the opinion of the directors of the Company, the Company
has no immediate and ultimate holding company or ultimate
controlling party as at 31 December 2025.

The Company’s functional currency is Hong Kong dollars
("HKD"). However, the consolidated financial statements
are presented in Renminbi (“RMB"”), as the directors of the
Company consider that RMB is the functional currency of
the primary economic environment in which most of the
Group's transactions are denominated and settled in and
this presentation is more useful for its current and potential
investors. The consolidated of financial statements are
presented in thousands of Renminbi (“RMB’'000"), unless
otherwise stated.

APPLICATION OF AMENDMENTS TO
HKFRS ACCOUNTING STANDARDS

2.1 Amendments to HKFRS Accounting
Standards that are mandatorily effective
for the current year

In the current year, the Group has applied the following
amendments to HKFRS Accounting Standards issued by
the Hong Kong Institute of Certified Public Accountants
("HKICPA") for the first time, which are mandatorily
effective for the annual periods beginning on or after
1 January 2025 for the preparation of the consolidated
financial statements:

Amendments to
HKAS 21

Lack of Exchangeability

CHINA AUTOMOTIVE INTERIOR DECORATION HOLDINGS LIMITED

—RER

FEABERNMEBEGRAR ([AAF])A
ARBERLAG RZEZENF+-_AAAR
BERESEBEARE(ZEETFMRINMAE
HEadMK I AERRERAR  HERHORN
BRBERSAABRAR (THRFT]) Ee
AATMEMREEREZEEHINFR
WARIER —EiEE-

ARRAEBEBR/REER -NEBTEL
ERENHEERNTEAM REMEE S
BHMEBER-

KRRAEBERERR R_B_HAF+=A
=t—R ARALEBERRERERQF
oA PR T

ARG ERE KRBT (IEBIL)) AW
HRARBEERABARE (AR R
IZRERENNEEE NEBARIEIR
FUNAREHEREE AARKZ27HIR
ERBEREEEAR BIREMBEHRRERIA
ARBZ27 KRR ERAN R BHRE
NARETT(TARETITI) 2SI

FEAKEITEBMBRELENS

=t ZE Al

21 REFERFERNEEITER
BB EER G ER

RAEE AEBERRELGAHBR
REREATHMBEAEHAAE ([5
BRHGARDEBLRN T -REF
— A — B sz & BA Y 4 HIRI 2 )
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

REMBRRMEE (F)

For the year ended 31 December 2025
HE—FE—aFE+ - HA=+—HItFZ

2. APPLICATION OF AMENDMENTS TO
HKFRS ACCOUNTING STANDARDS
(Continued)

2.1 Amendments to HKFRS Accounting
Standards that are mandatorily effective
for the current year (Continued)

The application of the amendments to HKFRS Accounting
Standards in the current year has had no material impact
on the Group’s financial positions and performance for
the current and prior years and/or on the disclosures set
out in these consolidated financial statements.

2.2 New and amendments to HKFRS
Accounting Standards in issue but not
yet effective

The Group has not early applied the following new and
amendments to HKFRS Accounting Standards that have
been issued but are not yet effective:

Amendments to Amendments to the
HKFRS 9 and HKFRS 7  Classification and
Measurement of
Financial Instruments'
Amendments to HKFRS ~ Annual Improvements to
Accounting Standards ~ HKFRS Accounting
— Volume 11 Standards’
Amendments to Amendments to contracts
HKFRS 9 and HKFRS 7 referencing nature-
dependent electricity’

HKFRS 18 Presentation and Disclosure
in Financial Statements?
Amendments to Translation to
HKAS 21 Hyperinflationary
Presentation Currency?
Amendments to Amendments to Sale or
HKAS 28 and Contribution of
HKFRS 10 Assets between an Investor
and its Associate or Joint
Venture?

! Effective for annual periods beginning on or after 1 January

2026

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

& No mandatory effective date yet determined but available for
adoption

FESEABKESR AR

FERAREBITIERMBEREEAS
sHEER ()

2.1

2.2
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
e M B RRME (F)

For the year ended 31 December 2025
HE—FE—aFE+ - HA=+—HItFZ

2. APPLICATION OF AMENDMENTS TO 2. ERAKBIIEBEMEREELNS
HKFRS ACCOUNTING STANDARDS SHER(£Z)
(Continued)

2.2 New and amendments to HKFRS 2.2 ERMEEMARERPVTTRLE

58

Accounting Standards in issue but not
yet effective (Continued)

Except for the new and amendments to HKFRS
Accounting Standards mentioned below, the Directors
of the Company anticipate that the application of all
other new and amendments to HKFRS Accounting
Standards will have no material impact on the
consolidated financial statements in the foreseeable
future.

HKFRS 18 replaces HKAS 1 Presentation of
Financial Statements, carrying forward many
of the requirements in HKAS 1 unchanged and
complementing them with new requirements. HKFRS
18 introduces new requirements for presentation
within the statement of profit or loss, including
specified totals and subtotals. Entities are required to
classify all income and expenses within the statement
of profit or loss into the five categories: operating,
investing, financing, income taxes and discontinued
operations, and to present two new defined subtotals.
It also requires disclosures about management-
defined performance measures in a single note and
introduces enhanced requirements on the grouping
(aggregation and disaggregation) and the location of
information in both the primary financial statements
and the notes. Some requirements previously included
in HKAS 1 are moved to HKAS 8 Accounting Policies,
Changes in Accounting Estimates and Errors, which is
renamed as HKAS 8 Basis of Preparation of Financial
Statements. As a consequence of the issuance of
HKFRS 18, limited, but widely applicable, amendments
are made to HKAS 7 Statement of Cash Flows, HKAS
33 Earnings Per Share. In addition, there are minor
consequential amendments to other HKFRSs. HKFRS
18 and the consequential amendments to other
HKFRSs will be effective for annual periods beginning
on or after 1 January 2027 with earlier application
permitted.

Retrospective application is required. The Group
is currently analysing the new requirements and
assessing the impact of HKFRS 18 on the presentation
and disclosure of the Group's financial statements.

CHINA AUTOMOTIVE INTERIOR DECORATION HOLDINGS LIMITED
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Fade)

B RS RAR AL ()

For the year ended 31 December 2025

BE-_FE-hFEF+ - A=+—HIFF

3.

BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL STATEMENTS

The consolidated financial statements have been prepared
in accordance with HKFRS Accounting Standards, which is
a collective term includes all applicable individual HKFRS
Accounting Standards, Hong Kong Accounting Standards
("HKASs") and Interpretations issued by the HKICPA and
the disclosure requirements of the Hong Kong Companies
Ordinance. For the purpose of preparation of the consolidated
financial statements, information is considered material if
such information is reasonably expected to influence decisions
made by primary users. In addition, the consolidated financial
statements include applicable disclosures required by the Rules
Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited (the “Listing Rules”) and by the Hong Kong
Companies Ordinance.

The consolidated financial statements have been prepared on
the historical cost basis except for certain financial instruments
that are measured at fair values at the end of each reporting
period. The material accounting policies in the preparation of
the consolidated financial statements are set out below.

MATERIAL ACCOUNTING POLICY
INFORMATION

The material accounting information applied in the preparation
of these consolidated financial statements are set out below.

Basis of consolidation

The consolidated financial statements incorporate the financial
statements of the Company and entities (including structured
entities) controlled by the Company and its subsidiaries. Control
is achieved when the Company has power over the investee; is
exposed, or has rights to variable returns from its involvement
with the investee; and has the ability to use its power to affect
its returns.

When necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting policies in
line with the Group’s accounting policies.

All intragroup 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 (Continued)

W

BRI (F)

For the year ended 31 December 2025

BE—

4.

60

E_AF T _A=1—HIFE

MATERIAL ACCOUNTING POLICY
INFORMATION (Continued)

Investment in associates

An associate is an entity over which the Group has significant
influence. Significant influence is the power to participate in
the financial and operating policy decisions of the investee but
is not control or joint control over these policies.

The results and assets and liabilities of associates are
incorporated in these consolidated financial statements using
the equity method of accounting.

The financial statements of associates used for equity
amounting purposes are prepared using uniform amounting
policies as those of the Group for like transactions and events
in similar circumstances.

Under the equity method, an investment in an associate is
initially recognised in the consolidated statement of financial
position at cost and adjusted thereafter to recognise the
Group’s share of profit or loss and other comprehensive
income of the associate. When the Group’s share of losses of
an associate exceeds the Group’s interest in that associate,
the Group discontinues recognising its share of further losses.
Additional losses are recognised only to the extent that the
Group has incurred legal or constructive obligations or made
payments on behalf of the associate.

An investment in an associate is accounted for using the equity
method from the date on which the investee becomes an
associate. On acquisition of the investment in an associate, any
excess of the cost of the investment over the Group's share of
the net fair value of the identifiable assets and liabilities of the
investee is recognised as goodwill, which is included within
the carrying amount of the investment. Any excess of the
Group's share of the net fair value of the identifiable assets and
liabilities over the cost of the investment, after reassessment, is
recognised immediately in profit or loss in the period in which
the investment is acquired.

The Group assesses whether there is an objective evidence
that the interest in an associate may be impaired. When any
objective evidence exists, the entire carrying amount of the
investment (including goodwill) is tested for impairment in
accordance with HKAS 36 as a single asset by comparing its
recoverable amount (higher of value in use and fair value less
costs of disposal) with its carrying amount. Any impairment loss
recognised is not allocated to any asset, including goodwill,
that forms part of the carrying amount of the investment. Any
reversal of that impairment loss is recognised in accordance
with HKAS 36 to the extent that the recoverable amount of the
investment subsequently increases.

When a group entity transacts with an associate of the Group,
profits or losses resulting from the transactions with the
associate are recognised in the Group’s consolidated financial
statements only to the extent of interests in the associate that
are not related to the Group.

CHINA AUTOMOTIVE INTERIOR DECORATION HOLDINGS LIMITED
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Fade)

B RS RAR AL ()

For the year ended 31 December 2025

BE-_FE-hFEF+ - A=+—HIFF

4.

MATERIAL ACCOUNTING POLICY
INFORMATION (Continued)

Revenue recognition

The Group recognises revenue when (or as) a performance
obligation is satisfied, i.e. when “control” of the goods
underlying the particular performance obligation is transferred
to the customer.

A performance obligation represents a good (or a bundle of
goods) that is distinct or a series of distinct goods that are
substantially the same.

Control is transferred over time and revenue is recognised over
time by reference to the progress towards complete satisfaction
of the relevant performance obligation if one of the following
criteria is met:

° the customer simultaneously receives and consumes the
benefits provided by the Group's performance as the
Group performs;

° the Group's performance creates or enhances an asset
that the customer controls as the Group performs; or

° the Group's performance does not create an asset with
an alternative use to the Group and the Group has an
enforceable right to payment for performance completed
to date.

Otherwise, revenue is recognised at a point in time when the
customer obtains control of the distinct good.

A contract liability represents the Group’s obligation to transfer
goods or services to a customer for which the Group has
received consideration (or an amount of consideration is due)
from the customer.

For contracts that contain more than one performance
obligation, the Group allocates the transaction price to each
performance obligation on a relative stand-alone selling price
basis.

The stand-alone selling price of the distinct good or service
underlying each performance obligation is determined at
contract inception. It represents the price at which the Group
would sell a promised good or service separately to a customer.
If a stand-alone selling price is not directly observable, the
Group estimates it using appropriate techniques such that
the transaction price ultimately allocated to any performance
obligation reflects the amount of consideration to which the
Group expects to be entitled in exchange for transferring the
promised goods or services to the customer.
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MATERIAL ACCOUNTING POLICY
INFORMATION (Continued)

Revenue recognition (Continued)
Sale of goods

Manufacture and sale of non-woven fabric related
products and supply and procurement operation

Revenue from manufacture and sale of non-woven fabric
related products and supply and procurement operation are
recognised when control of the products has been transferred,
being at the point the products are delivered to the customer
and the customer has accepted the products, and there is
no unfulfilled obligation that could affect the customer's
acceptance of the products. Delivery occurs when the products
have been shipped to the specified location, the risks of
obsolescence and loss have been transferred to the customer,
and either the customer has accepted the products in
accordance with the sales contract, the acceptance provisions
have lapsed, or the Group has objective evidence that all
criteria for acceptance have been satisfied.

Revenue from these sales is recognised based on the price
specified in the contract, net of discounts, returns and value
added taxes.

A receivable is recognised when the products are delivered
and the customers accept the products, as this is the point in
time that the consideration is unconditional because only the
passage of time is required before the payment is due. The
normal credit term is 30 to 120 days upon delivery. Payment in
advance is required for some contracts.

Leases

The Group as a lessee

Short-term leases

The Group applies the short-term lease recognition exemption
to leases of office premise that have a lease term of 12 months
or less from the commencement date and do not contain a
purchase option. Lease payments on short-term leases are
recognised as expense on a straight-line basis or another
systematic basis over the lease term.
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MATERIAL ACCOUNTING POLICY
INFORMATION (Continued)

Leases (Continued)
The Group as a lessee (Continued)
Right-of-use assets

Right-of-use assets are measured at cost, less any accumulated
depreciation and impairment losses.

Right-of-use assets are depreciated on a straight-line basis over
the shorter of its estimated useful life and the lease term.

The Group presents right-of-use assets as separate line item on
the consolidated statement of financial position.

Lease liabilities

At the commencement date of a lease, the Group recognises
and measures the lease liability at the present value of
lease payments that are unpaid at that date. In calculating
the present value of lease payments, the Group uses the
incremental borrowing rate at the lease commencement date if
the interest rate implicit in the lease is not readily determinable.

After the commencement date, lease liabilities are adjusted by
interest accretion and lease payments.

The Group presents lease liabilities as a separate line item on
the consolidated statement of financial position.

Property, plant and equipment

Property, plant and equipment are stated at cost less
accumulated depreciation and subsequent accumulated
impairment losses, if any.

The cost of an asset comprises its purchase price and any
directly attributable costs of bringing the asset to its working
condition and location for its intended use.

Depreciation is provided to write off the cost of property, plant
and equipment, using the straight-line method, over their
estimated useful lives. The principal useful lives are as follows:

Machinery 12 years
Motor vehicles 8 years
Furniture and fixtures 6 years

Shorter of useful live and
lease term of 5 years

Leasehold improvements

The estimated useful lives and depreciation method are
reviewed at the end of each reporting period, with the effect
of any changes in estimate amounted for on a prospective
basis.
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MATERIAL ACCOUNTING POLICY
INFORMATION (Continued)

Investment properties

Investment properties measured using the cost
model

Investment properties are properties held to earn rentals and/or
for capital appreciation.

Investment properties also include leased properties which are
being recognised as right-of-use assets and subleased by the
Group under operating leases.

Investment properties are initially measured at cost, including
any directly attributable expenditure. Subsequent to initial
recognition, investment properties are stated at cost less
subsequent accumulated depreciation and any accumulated
impairment losses.

Depreciation is recognised so as to write off the cost of
investment properties over their estimated useful lives and after
taking into account of their estimated residual value, using the
straight-line method. The principal useful life is as follows:

Building 30 years

Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost is calculated using the weighted average basis.
The cost of finished goods and work in progress comprises
raw materials, direct labour and an appropriate proportion of
all production overhead expenditure, and where appropriate,
subcontracting charges.
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MATERIAL ACCOUNTING POLICY
INFORMATION (Continued)

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

At the end of each reporting period, the Group reviews
the carrying amounts of its property, plant and equipment,
investment property and right-of-use assets to determine
whether there is any indication that those assets have
suffered an impairment loss. If any such indication exists, the
recoverable amount of the relevant asset is estimated in order
to determine the extent of the impairment loss (if any).

When it is not possible to estimate the recoverable amount
individually, the Group estimates the recoverable amount of
the cash-generating units (the “"CGU") to which the asset
belongs. In testing a cash-generating unit for impairment,
corporate assets are allocated to the relevant cash-generating
unit when a reasonable and consistent basis of allocation can
be established, or otherwise they are allocated to the smallest
group of cash generating units for which a reasonable and
consistent allocation basis can be established.

Recoverable amount is the higher of fair value 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
assessments of the time value of money and the risks specific
to the asset (or a cash-generating unit) for which the estimates
of future cash flows have not been adjusted.

If the recoverable amount of an asset (or a CGU) is estimated
to be less than its carrying amount, the carrying amount of
the asset (or a CGU) is reduced to its recoverable amount.
In allocating the impairment loss, the impairment loss is
allocated first to reduce the carrying amount of any goodwill
(if applicable) and then to the other assets on a pro-rata
basis based on the carrying amount of each asset in the unit.
The carrying amount of an asset is not reduced below the
highest of its fair value less costs of disposal (if measurable),
its value in use (if determinable) and zero. The amount of the
impairment loss that would otherwise have been allocated to
the asset is allocated pro rata to the other assets of the unit.
An impairment loss is recognised immediately in profit or loss.

Where an impairment loss subsequently reverses, the carrying
amount of the asset (or CGU) is increased to the revised
estimate of its recoverable amount, but so that the increased
carrying amount does not exceed the carrying amount that
would have been determined had no impairment loss been
recognised for the asset (or a CGU) in prior years. A reversal of
an impairment loss is recognised immediately in profit or loss.
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MATERIAL ACCOUNTING POLICY
INFORMATION (Continued)

Income tax

Income tax expense represents the sum of current and deferred
income tax expense.

The tax currently payable is based on taxable profit for the
year. Taxable profit differs from profit/(loss) before tax because
of income or expense that are taxable or deductible in other
years and items that are never taxable and deductible. The
Group's liability for current tax is calculated using tax rates that
have been enacted or substantively enacted by the end of the
reporting period.

Deferred tax is recognised on temporary differences between
the carrying amount of assets and liabilities in the consolidated
financial statements and the corresponding tax bases used in
the computation of taxable profit. Deferred tax liabilities are
generally recognised for all taxable temporary differences.
Deferred tax assets are generally recognised for all deductible
temporary differences to the extent that it is probable that
taxable profits will be available against which those deductible
temporary differences can be utilised. Such deferred tax assets
and liabilities are not recognised if the temporary difference
arises from the initial recognition (other than in a business
combination) of the assets and liabilities in a transaction that
affects neither the the taxable profit nor the accounting profit
and at the time of the transaction does not give rise to equal
taxable and deductible temporary differences. In addition,
deferred tax liabilities are not recognised the temporary
difference arises from the initial recognition of goodwill.

Deferred tax liabilities are recognised for taxable temporary
differences associated with investments in subsidiaries and
associates, except where the Group is able to control the
reversal of the temporary difference will not reverse in the
foreseeable future. Deferred tax assets arising from deductible
temporary differences associated with such investments and
interests are only recognised to the extent that it is probable
that there will be sufficient taxable profits against which to
utilise the benefits of the temporary differences and they are
expected to reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at the
end of each reporting period and reduced to the extent that
it is no longer probable that sufficient taxable profits will be
available to allow all or part of the asset to be recovered.
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MATERIAL ACCOUNTING POLICY
INFORMATION (Continued)

Income tax (Continued)

Deferred tax assets and liabilities are measured at the tax rates
that are expected to apply in the period in which the liability is
settled or the asset is realised, based on tax rate (and tax laws)
that have been enacted or substantively enacted by the end of
the reporting period.

The measurement of deferred tax liabilities and assets reflects
the tax consequences that would follow from the manner in
which the Group expects, at the end of the reporting period, to
recover or settle the carrying amount of its assets and liabilities.

Current and deferred tax are recognised in profit or loss.

Financial instruments

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

Effective interest method

The effective interest method is a method of calculating the
amortised cost of a financial asset or financial liability and
of allocating interest income and interest expense over the
relevant period. The effective interest rate is the rate that
exactly discounts estimated future cash receipts and payments
(including all fees and points paid or received that form an
integral part of the effective interest rate, transaction costs
and other premiums or discounts) through the expected life of
the financial asset or financial liability, or, where appropriate,
a shorter period, to the net carrying amount on initial
recognition.

Financial assets
Classification and subsequent measurement of
financial assets

Financial assets that meet the following conditions are
subsequently measured at amortised cost:

. the financial asset is held within a business model whose
objective is to collect contractual cash flows; and

o the contractual terms give rise on specified dates to cash
flows that are solely payments of principal and interest
on the principal amount outstanding.
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MATERIAL ACCOUNTING POLICY
INFORMATION (Continued)

Financial instruments (Continued)
Financial assets (Continued)

Classification and subsequent measurement of
financial assets (Continued)

Debt instruments that meet the following conditions
are subsequently measured at fair value through other
comprehensive income (“FVTOCI"):

o the financial asset is held within a business model whose
objective is achieved by both collecting contractual cash
flows and selling the financial assets; and

° the contractual terms give rise on specified dates to cash
flows that are solely payments of principal and interest
on the principal amount outstanding.

All other financial assets are subsequently measured at fair
value through profit or loss (“FVTPL”), except that at initial
recognition of a financial asset the Group may irrevocably
elect to present subsequent changes in fair value of an
equity investment in other comprehensive income if that
equity investment is neither held for trading nor contingent
consideration recognised by an acquirer in a business
combination to which HKFRS 3 “Business Combinations”
applies.

A financial asset is held for trading if:

° it has been acquired principally for the purpose of selling
in the near term; or

° on initial recognition it is a part of a portfolio of
identified financial instruments that the Group manages
together and has a recent actual pattern of short-term
profit-taking; or

° it is a derivative that is not designated and effective as a
hedging instrument.

In addition, the Group may irrevocably designate a financial
asset that are required to be measured at the amortised cost
as measured at FVTPL if doing so eliminates or significantly
reduces an accounting mismatch.
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MATERIAL ACCOUNTING POLICY
INFORMATION (Continued)

Financial instruments (Continued)
Financial assets (Continued)
Amortised cost and interest income

Interest income is recognised using the effective interest
method for debt instruments measured subsequently at
amortised cost. Interest income is calculated by applying
the effective interest rate to the gross carrying amount
of a financial asset, except for financial assets that have
subsequently become credit-impaired (see below). For financial
assets that have subsequently become credit-impaired, interest
income is recognised by applying the effective interest rate
to the amortised cost of the financial asset from the next
reporting period. If the credit risk on the credit-impaired
financial instrument improves so that the financial asset is
no longer credit-impaired, interest income is recognised by
applying the effective interest rate to the gross carrying amount
of the financial asset from the beginning of the reporting
period following the determination that the asset is no longer
credit impaired.

Financial assets at FVTPL

Financial assets that do not meet the criteria for being
measured at amortised cost or FVTOCI or designated as FVTOCI
are measured at FVTPL.

Financial assets at FVTPL are measured at fair value at the end
of each reporting period, with any fair value gains or losses
recognised in profit or loss. The net gain or loss recognised in
profit or loss excludes any dividend or interest earned on the
financial asset and is included in the “other gains and losses”
line item.

Impairment of financial assets subject to impairment
assessment under HKFRS 9

The Group performs impairment assessment under expected
credit losses ("ECL") model on financial assets (including trade
receivables, bill receivables, deposit and other receivables,
and cash and bank balances) which are subject to impairment
assessment under HKFRS 9. The amount of ECL is updated at
each reporting date to reflect changes in credit risk since initial
recognition.
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MATERIAL ACCOUNTING POLICY
INFORMATION (Continued)

Financial instruments (Continued)
Financial assets (Continued)

Impairment of financial assets subject to impairment
assessment under HKFRS 9 (Continued)

Lifetime ECL represents the ECL that will result from all possible
default events over the expected life of the relevant instrument.
In contrast, 12-month ECL (“12m ECL") represents the portion
of lifetime ECL that is expected to result from default events
that are possible within 12 months after the reporting period.
Assessments are done based on the Group’s historical credit
loss experience, 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.

The Group always recognises lifetime ECL for trade receivables
and bills receivables without significant financial component.
The ECL on these assets are assessed individually or collectively
using a provision matrix with appropriate groupings.

For all other instruments, the Group measures the loss
allowance equal to 12m 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 increases in the likelihood or risk of a default
occurring since initial recognition.

Significant increase in credit risk

In assessing whether the credit risk has increased significantly
since initial recognition, the Group compares the risk of
a default occurring on the financial instrument as at the
reporting period with the risk of a default occurring on the
financial instrument as 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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

REMBRRMEE (F)

For the year ended 31 December 2025
HE—FE—aFE+ - HA=+—HItFZ

4. MATERIAL ACCOUNTING POLICY
INFORMATION (Continued)

Financial instruments (Continued)
Financial assets (Continued)
Significant increase in credit risk (Continued)

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;

o 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;

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

° an actual or expected significant deterioration in the
operating results of the debtor;

o an actual or expected significant adverse change in the
regulatory, economic, or technological environment of
the debtor that results in a significant decrease in the
debtor’s ability to meet its debt obligations.

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.

The Group regularly monitors the effectiveness of the criteria
used to identify whether there has been a significant increase
in credit risk and revises them as appropriate to ensure that the
criteria are capable of identifying significant increase in credit
risk before the amount becomes past due.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
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4.
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MATERIAL ACCOUNTING POLICY
INFORMATION (Continued)
Financial instruments (Continued)
Financial assets (Continued)

Definition of default

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.

Irrespective of the above, the Group considers that default has
occurred when a financial asset is more than 90 days past due
unless the Group has reasonable and supportable information
to demonstrate 