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CHAIRMAN'S STATEMENT

RESILIENCE THROUGH 40 YEARS
OF COMMITMENT

Mr. Tse Po Tat
Chairman and Executive Director

To our stakeholders,

On behalf of the board (the “Board”) of directors (the “Directors”), | hereby present the annual results of Hung
Fook Tong Group Holdings Limited (the “Company”) and its subsidiaries (collectively, the “Group”) for the year
ended 31 December 2025.

RESILIENCE UNDERPINNED BY BRAND EQUITY AND LOYALTY

The past year continued to test the resilience of consumer businesses across our major markets of Hong Kong
and Chinese Mainland. Prolonged macroeconomic uncertainty, shifting consumption patterns and intensified
competition have reshaped the operating landscape for retailers. Against this backdrop, Hung Fook Tong
has remained steadfast in bolstering customer engagement, optimising our product portfolio and enhancing
operational efficiency. These strategic pillars have further solidified our foundation, enabling the Group to
navigate market volatility while advancing long-term development.
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Encouragingly, our performance during the financial year highlighted the enduring strength of our brand equity
and deep loyalty of our customers. Even in a climate of cautious consumer spending, our customers continued
to demonstrate a strong attachment to the Hung Fook Tong brand by committing spending in advance through
prepaid coupons and credits. This is reflected in our receipts in advance, which increased 3.5% year-on-year to
HK$168.3 million, equivalent to over four months of sales of the Group’s Hong Kong retail business recognised
during the financial year. This level of advance commitment underscores Hung Fook Tong's standing as a
trusted daily wellness brand and the depth of customer relationships built over decades that continue to
differentiate us in a highly competitive retail landscape. Supported by strong customer endorsement and
dedicated efforts to increase operational efficiency, we maintained a robust cash-generating capability and
solid financial position, with net cash generated from operating activities amounting to HK$128.9 million for the
year ended 31 December 2025, and HK$119.0 million in cash and cash equivalents as at 31 December 2025.
Together, these factors reinforce our confidence in the resilience of our business and ability to sustain financial
flexibility and long-term value creation amid ongoing market uncertainty.

Our strong consumer base was also clearly reflected in the performance of our “JIKA CLUB"” (EZ CLUB)
loyalty programme, which has been an integral part of our customer-centric strategy. Driven by our efforts on
delivering highly personalised membership experiences and exclusive rewards, 100,000 new members joined
JIKA CLUB during the financial year, bringing the total membership to over 1.5 million as at 31 December
2025.

On the brick-and-mortar front, we have effectively navigated the challenging retail environment in Hong
Kong by both growing and optimising our store network. As at 31 December 2025, we had a total of 108
self-operating shops in Hong Kong, thus maintaining our standing as the largest herbal retailer in Hong Kong
based on retail network size.

FULFILLING A FULL SPECTRUM OF TASTES

To cater to evolving consumer preferences, we continued to sharpen our value proposition through
multifaceted branding initiatives and the enrichment of product portfolio, with a focus on health, wellness and
everyday relevance. Our strategic pivot toward the healthy eating trend was exemplified by the exceptional
performance of the “Hung+ Dining” business. Capitalising on the prevalent “N-dish rice” trend, this
personalised healthy combo set achieved a threefold increase in sales volume since its launch in late 2024,
validating our strength in aligning product development with evolving consumer lifestyles. Furthermore, we
successfully revitalised our snack category through product innovation alongside creative lifestyle branding. By
launching on-trend flavours with an exclusive IP (intellectual property) blind-box plush toy series, we achieved
significant growth for the Shao Mai product line, elevating it into one of the top-performing pillars of our
portfolio, while effectively engaging a younger demographic and broadening the appeal of our brand.

Overseas, our sales performance has remained stable, supported by strengthened promotional efforts and

enhanced business support for the Group’s international customers. We also broadened our global footprint by
entering the Scottish market and by exploring new collaborative opportunities across Southeast Asia.

2025 Annual Report 7
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BUILDING ON STRENGTHS WHILE EXPLORING NEW AVENUES

In 2026, local retailers are expected to continue facing a challenging operating environment, particularly in
the daily consumption segment, as the full recovery of the broader economy remains uncertain. Beyond the
subdued economic outlook, structural changes in consumer behaviour are likely to persist, especially the
ongoing shift towards northbound and overseas spending, compounded by intensifying competition from
cross-border e-commerce platforms. In response to these developments, the Group will uphold a prudent and
cost-conscious strategy by negotiating rental reductions, tightening controls over logistics and labour costs,
optimising capital expenditures, and leveraging our Mainland production facilities to improve operational
efficiency. At the same time, we will focus on pursuing new revenue streams through product portfolio
diversification, expansion of sales channels, and the ongoing development of our membership base.

We are committed to growing Hung Fook Tong into an all-day destination for healthy food and drinks. To
particularly strengthen our presence in the snack category, we plan to develop more Hong Kong-style flavours
and street food-inspired products. To capture additional consumption occasions, we will also expand our
breakfast menu, while stepping up promotional efforts for the “Hung+ Dining” combo meal business and
introducing a wider variety of dish options to appeal to diverse taste preferences.

Deepening customer loyalty and digital engagement will remain central to our strategy. To achieve this, we
are launching a new Diamond Membership tier in 2026, specifically designed to reward and incentivise our
high-loyalty members. This initiative will be complemented by the enhanced functionality of our updated APP,
which serves as a critical touchpoint for our digital ecosystem.

On the wholesale front, we plan to expand our low-sugar and herbal drink portfolio to align with market trends,
appeal to younger consumers, and satisfy diverse preferences. Additionally, we will drive brand excitement
through more strategic co-branding partnerships, offering healthy and convenient beverage options designed
for young on-the-go professionals. Overseas, we plan to reinforce partnerships in the UK and Southeast Asia
while actively pursuing market entry opportunities in Indonesia. At the same time, we will expand our presence
in the US by targeting major retail chains to tap into the rising demand for Asian products.

APPRECIATION

The year 2026 marks a major milestone for the Group as we celebrate Hung Fook Tong’s 40th anniversary.
| would like to express my sincere gratitude to our dedicated employees, loyal customers, trusted business
partners and supportive shareholders, who have been the cornerstone of our success over the years. With four
decades of resilience and experience behind us, we are well-positioned to pursue sustainable development in
the years ahead.

Tse Po Tat

Chairman and Executive Director
Hong Kong, 30 March 2026
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BUSINESS REVIEW

During the financial year, the Group continued to face highly challenging business conditions, both in Hong
Kong and the Chinese Mainland, the consequence of cautious consumer sentiment and intense competition
that have yet to dissipate. Despite the external pressures, the Group demonstrated significant resilience in
solidifying customer loyalty, maintaining a stable business foundation supported by robust cash flow and a
healthy financial position.

The sustained popularity of the Group’s products among customers is reflected in the growth of its receipts in
advance, which represents sales of prepaid coupons and credits to be recognised upon future redemption. As
at 31 December 2025, receipts in advance increased 3.5% to HK$168.3 million, up from HK$162.6 million in
the previous year. This balance translates to approximately 4.4 months of revenue of the Group’s Hong Kong
retail business recognised the financial year (2024: approximately 4.2 months), indicating customers’ robust
confidence in the brand and sound visibility for the Group’s revenue in the coming year.

Driven by increased purchase of the Group's pre-paid coupons, the Group maintained substantial liquidity, with
HK$119.0 million in cash and cash equivalents as at 31 December 2025 (31 December 2024: HK$110.2 million),
supplemented by unutilised banking facilities of HK$90.2 million (31 December 2024: HK$82.3 million).

During the financial year, the Group’s total revenue was HK$600.3 million (2024: HK$620.7 million). Gross profit
reached HK$357.3 million (2024: HK$369.0 million), with gross profit margin edging upwards to 59.5% (2024:
59.4%), The stability was supported by the Group’s ongoing optimisation of manufacturing efficiencies and
effective cost management, enabling us to sustain gross profit in a challenging operating environment.

In the financial year, a loss attributable to owners of the Company of HK$16.7 million (2024: HK$13.7 million)
was recorded. Earnings before interest, taxes, depreciation and amortization (EBITDA) for the financial year
amounted to HK$111.6 million (2024: HK$122.2 million), reflecting operational profitability and stable cash flow
generation notwithstanding the reported net loss.

BUSINESS SEGMENT ANALYSIS
Hong Kong Retail

The Hong Kong retail business remained affected by a sluggish economy and the trend of spending in
neighbouring Chinese Mainland cities and abroad, especially during long holidays. Despite the difficult
operating environment, the operation continued to be largest revenue contributor, generating HK$459.5 million
in 2025 (2024: HK$467.3 million), which is mainly in line with the preceding year, accounting for 76.5% (2024:
75.3%) of the Group's total revenue. A segment profit of HK$6.8 million (2024: HK$10.9 million) was recorded
for the financial year.

In response to the market uncertainty, the Group exerted significant effort to optimise its store network, while
continuing to grow its retail presence in a prudent manner. As at 31 December 2025, the Group had a total of
108 self-operating shops in Hong Kong, including 98 HFT shops and 10 HFT Life café concept store (“"HFT Life
shops”), thereby maintaining its position as the largest herbal retailer in Hong Kong based on retail network
size. During the financial year, the Group aligned its efforts with the government’s Northern Metropolis
development plan by opening new HFT Life shops at Tuen Mun Hospital, Fairview Park, and the Hong Kong-
Shenzhen Innovation and Technology Park (HSITP).
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Aiming to boost sales amid a challenging retail environment, the Group has launched strategic marketing
campaigns to enhance brand awareness and increase shop traffic, supported by continuous optimisation of its
product portfolio to capture new revenue streams.

Since the launch of “Hung+ Dining” personalised healthy combo set in late 2024, the Group has effectively
driven upselling opportunities through pre-sale bulk coupons, which not only incentivised volume purchases but
also reinforced the brand’s commitment to promoting healthy eating. To further maximise transaction value,
"add-on” promotions were introduced, encouraging customers to complement their meals with the Group's
signature homemade soups and herbal tea. The range of dishes was also expanded to include new Hong Kong-
style flavours, helping to maintain consumer interest and inspire trial. In addition, the Group broadened its
sales channels through strategic initiatives, including Senior Citizen Day promotions, collaborations with the
Keeta delivery platform, and enhanced digital engagement via micro-influencer trials in the second half of 2025.
This multifaceted approach has delivered strong results, with average monthly sales volume of the “Hung+
Dining” combo set tripling since inception, underscoring the initiative's success in driving sustainable growth
and business resilience despite the challenging market conditions.

Among the Group's product portfolio, a standout performer in 2025 was the Shao Mai category, spurred by
the successful introduction of Fish Shao Mai with Cilantro (3t &R E) and Pork Shao Mai with Spicy Black
Fungus (MEARB#AEE), which delivered notable growth in overall performance. This success was further
amplified by the creative launch of a proprietary Shao Mai IP (intellectual property), featuring a blind-box series
of collectable plush toys that resonated strongly with younger consumers and IP enthusiasts, cementing Shao
Mai as one of the Group's top-selling categories and a key growth driver. The Group also strengthened its
health-oriented brand image through the promotion of sugar-free herbal teas and soybean milk, aligning with
the rising “low-sugar” wellness trend among health-conscious customers. In addition, the beverage segment
saw renewed vitality through strategic coffee promotions and the introduction of on-trend flavours such as
Pistachio Oat Milk Latte, Purple Coconut Rice Smoothie, and Ginger Milk Coffee, supported by engaging
e-coupon offers and monthly sales campaigns. These diversified initiatives effectively expanded the Group’s
customer base and deepened overall consumer engagement.

Continuing to uphold good health among expectant mothers, the Group implemented targeted marketing
initiatives to engage this key customer segment and drive traffic to its shops. A highlight was the launch of the
Mama Club campaign in October, which offered complimentary gifts upon registration, supported by direct
WhatsApp marketing to further extend reach and attract new customers. Once registered, members received
regular updates on promotional offers, pregnancy tips, and food recommendations, encouraging stronger
engagement and long-term loyalty. The Group further strengthened its brand visibility among family-oriented
audiences through the sponsorship of various artists with “Home Made Joyous Voucher” to commemorate the
birth of their newborns. This initiative successfully generated approximately four million impressions. Outside
of maternity-focused initiatives, the Group also revitalised its festive offerings through the introduction of
innovative products such as a new vegetarian rice dumpling, alongside the repositioning of chicken and fish
essences as premium gift options. Additionally, to capture tourist spending and heighten engagement, the
Group rolled out targeted promotions during peak travel periods, including Golden Week and National Day.

10 Hung Fook Tong Group Holdings Limited
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In a bid to further promote sustainability and product transparency, the Group has introduced Front-of-
Pack (FOP) nutritional labelling for some of its key retail products. This initiative reflects the Group’s ongoing
commitment to empowering consumers to make informed, health-conscious decisions. The initial rollout
covered four signature items, with plans to expand FOP labelling to a wider range of products across the
Group's portfolio in the coming year. As for raising awareness of the Group among Hong Kong consumers and
the market, it participated in various exhibitions during the financial year, opening corporate booths at the
Hong Kong Brands and Products Expo, Wedding and Baby Expo, and other popular events.

With regard to JIKA CLUB (BZ CLUB), the Group continued to strengthen its loyalty programme, focusing
on delivering a highly personalised membership experience and exclusive rewards. As of 31 December 2025,
membership surpassed the 1.5 million mark, representing an increase of over 100,000 members during the
financial year. More than 70% of coupons were redeemed in e-format, while mobile app downloads rose by
10% compared with 2024, underscoring the steady progress the Group has achieved in digital engagement.
To further accelerate the rise in memberships and reinforce the meal segment, the Group launched targeted
digital offerings such as Breakfast Combo and Tea Set e-coupons, alongside large-scale campaigns such as the
Little Twin Stars premium promotion. These initiatives not only helped to deepen customer engagement and
loyalty, but also advanced the Group’s paperless sales strategy, fostering a more efficient and sustainable retail
ecosystem.

Separately, it is worth noting that the Group strategically optimised and reviewed its shop network and
profitability during the year. This was achieved by securing rental concessions and more favourable terms for
the majority of lease renewals, as well as closing underperforming shops.

Wholesale

On the wholesale business front, revenue declined by 8.2% to HK$140.8 million (2024: HK$153.4 million), which
equates to 23.5% (2024: 24.7%) of the Group’s total revenue. Both the Hong Kong and Chinese Mainland
markets experienced weaker consumption sentiment and higher competitive pressure. Despite the drop in
revenue, the gross profit margin increased by 0.8 percentage point to 42.4%, as the Group took strategic
measures to consolidate its resources and effectively leveraged its production facilities in the Chinese Mainland
to bolster manufacturing efficiency.

2025 Annual Report
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Hong Kong

In Hong Kong, the Group’s wholesale operation recorded a 7.1% decline in revenue to HK$124.7 million
(2024: HK$134.3 million), which was primarily attributable to the consolidation of store networks by several
key accounts amid prevailing retail headwinds. During the financial year, the Hong Kong wholesale business
focused on enriching product offerings, exploring new partnerships, and expanding sales channels to
counteract the effects of a subdued retail climate. A campaign was launched during the summer to promote
the Group's low-sugar and sugar-free products. At the same time, interactive activities were introduced to
engage consumers and address their demand for healthier lifestyles. In terms of leveraging partnerships, the
Group partnered with Circle K Convenience store in a strategic move to attract younger consumers, launching
a limited-edition dessert series inspired by its signature Mango Pomelo Sago Dessert. The collection, which
included cream puffs, daifuku, and Swiss rolls, elevated the iconic Hong Kong dessert into modern, fresh takes
while diversifying the Group’s product offerings. Capitalising on Circle K Convenience store's vast distribution
network, the collaboration bolstered the Group’s brand visibility and customer engagement.

The Group also partnered with Mr. Juicy for the first time to co-launch a series of wellness beverages,
addressing market demand for low-sugar, health-oriented offerings while reinforcing HFT's youthful and
wellness-driven brand image. Furthermore, the partnership successfully leveraged cross-industry synergies to
strengthen competitiveness and broaden consumer appeal.

To also target a more affluent demographic, the Group added City'super as a premium retail partner, offering
greater visibility among high-end consumers. Meanwhile, deepened collaborations were realised with existing
Group-affiliated brand stores, which, in turn, led to the listing of a wider range of chilled and ambient drinks on
their shelves.

Chinese Mainland

The Group’s overall sales performance in the Chinese Mainland has yet to recover, as the local market has been
significantly impacted by deep structural changes in distribution channels, particularly the rapid rise of instant
retail models that have directly disrupted traditional sales channels. Moreover, competition has intensified with
the rise of well-capitalised retail chains offering freshly made teas. The proliferation of these brands has shifted
consumer preferences and reshaped the overall competitive landscape. As a result, revenue from the Chinese
Mainland wholesale segment declined by 16.1% year-on-year to HK$16.1 million (2024: HK$19.1 million).

In response, the Group has actively explored and developed new sales channels to mitigate market disruptions
and better adapt to the evolving industry dynamics. Through close partnerships with key accounts and major
distributors, the Group enhanced product visibility and availability, with its long shelf-life and fresh beverage
products offered in over 16,000 convenience stores in cities across 13 provinces, including Guangzhou,
Dongguan, Shenzhen and Shanghai, as well as in leading supermarkets and department stores. In addition to
existing partnerships with FamilyMart, Sanyuan, China Resources Vanguard, and RT-Mart, new channels were
established during the financial year, including with Hema Supermarket, Lawson, and AEON, thus expanding
coverage to 21 major cities such as Beijing, Shanghai, Chengdu, Hangzhou, and Changsha. The Group also
continued to strengthen its online presence by devoting significant resources to popular e-commerce and
delivery platforms such as JD.com, Taobao, Tmall, Meituan, Douyin, and Xiaohongshu. Leveraging diverse
promotional formats, including over 100 in-house and 40 third-party livestreaming sessions, the Group
enhanced customer engagement and deployed platform-specific incentives to optimise conversion rates and
drive overall sales volume.

12 Hung Fook Tong Group Holdings Limited
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Other Markets

During the financial year, the Group's overall sales in other markets remained relatively stable when compared
with 2024. While the overseas business faced headwinds in the first half of the year due to sugar tax and tariff-
related challenges, conditions improved in the second half as the Group intensified promotional efforts and
reinforced business support for its overseas customers. These initiatives enabled the majority of its partners
to recover to 2024 sales levels, underscoring the Group's resilience and adaptability in navigating external
challenges. In addition, the Group successfully expanded into Scotland, initiating new business development
activities and securing new customers, further expanding its international footprint and reinforcing long-term
growth prospects. The Group also continued to explore collaboration opportunities with clients across several
Southeast Asian countries, laying the groundwork for future expansion in the region.

PROSPECTS

Looking ahead to 2026, consumption in Hong Kong is expected to remain subdued, as the wealth effect from
the early rebound in property and stock markets has yet to filter through to the broader economy. For local
retailers, they will continue to face a structural shift in consumption patterns, marked by sustained northbound
and outbound spending and the growing influence of cross-border e-commerce platforms. In the Chinese
Mainland, the Group anticipates ongoing economic headwinds, subdued consumer sentiment, and intensifying
price competition. In response, the Group will maintain a prudent and cost-conscious approach, implementing
measures such as negotiating rental reductions with landlords, tightening controls over logistics, labour and
merchandising expenses, and further leveraging its Chinese Mainland production plant to enhance operational
efficiency. At the same time, the Group will continue to seek new revenue streams and bolster its market
presence through portfolio diversification, expansion of sales channels, and broadening of its membership
base.

Hong Kong Retail

Despite market pressures, the Group is committed to strengthening its store network in Hong Kong in the
coming year through a disciplined expansion strategy. With a careful selection of store locations and focus on
compact store layouts, the Group will strive to maximise market penetration while at the same time optimising
rental expenses and operational efficiency.

The Group will also look to elevate the food and meal segment to drive growth. With Hong Kong street-style
food gaining increasing popularity, the Group plans to extend its snack product line to capitalise on this trend
and meet rising market demand. A broader selection of Hong Kong-style flavours and street-food-inspired
products will therefore be developed to diversify the portfolio, stimulate consumer interest, and further
strengthen the Group's food and meals segment. In tandem, the Group will revamp its breakfast combinations
with an expanded menu and intensify promotional efforts for the "Hung+ Dining” meal combination business
by introducing more diverse dish options. These initiatives will go toward positioning Hung Fook Tong as the
destination of choice for nutritional food at all times of the day.

2025 Annual Report
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With celebratory occasions serving as a vital catalyst for retail sales, the Group will strategically promote its
products in line with consumer demand. Regarding the Joyous Series — a key focus of the Group - efforts will
be made to increase the visibility of both tailor-made and generic ginger cards to drive sales in the ginger
category. To further strengthen brand association, sponsorship invitations will be extended to expectant
celebrities, while participation in baby product expos will encourage product trials and consumer engagement.
The Group will also implement its 40th anniversary celebratory promotion as a major thematic campaign.
Concurrently, flagship items such as Mango Deluxe, Shao Mai series, and herbal tea awarded as National
Intangible Cultural Heritage will continue to be promoted via Xiaohongshu to maintain local consumer interest
and connection. In addition, the Group will actively explore diverse joint promotion opportunities with Alipay,
WeChat Pay, the Hong Kong Retail Management Association, the Hong Kong Tourism Board, Octopus,
and various banks to capitalise on cross-platform synergy, enhance brand visibility, and deepen customer
engagement.

To further promote bond building with its customers, the Group will introduce a new Diamond Membership
tier in the first half of the year, offering more exclusive privileges across its full range of products while
also enhancing rewards for high-loyalty members. In parallel, the Group aims to capitalise on the increased
functionality of its updated App to boost App adoption and encourage more frequent purchases. This will be
driven by enriched membership offers and targeted electronic stamp campaigns scheduled for the second half
of the year.

Wholesale
Hong Kong

Regarding the Hong Kong wholesale operation, the Group will continue to optimise its product portfolio by
closely aligning with market trends and expanding its range of herbal bottled drinks. This includes introducing
more low-sugar options and limited-edition products to suit diverse consumption scenarios, attract younger
consumers, and revitalise the brand image. Beyond fresh beverages, the Group also plans to explore additional
product categories to further diversify its offerings. At the same time, it remains committed to forging
deep collaborative ties with renowned brands across different sectors. Building on the success of previous
partnerships such as with Mr. Juicy, the Group will roll out more co-branded products and joint promotional
campaigns targeted at young working professionals, offering them healthy, convenient, and flavourful
beverages. Through multi-channel product introductions, these initiatives aim to enhance brand image, boost
exposure, and strengthen market coverage.

Chinese Mainland

In the Chinese Mainland, the Group will focus on promoting its fresh, chilled products by leveraging its core
product strengths. Efforts will also be directed toward expanding into specialty channels and convenience
stores to increase market exposure and accessibility. To further enhance brand visibility and diversify revenue
streams, the Group will actively participate in more trade exhibitions and introduce an expanded range of
sugar-free products and soups. Furthermore, collaborations with influencers across various media platforms will
be strengthened. By partnering with content creators from diverse backgrounds, the Group aims to amplify its
social media presence, intensify promotional efforts, and engage younger consumer segments more effectively.

14 Hung Fook Tong Group Holdings Limited
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Other Markets

Overseas, the Group will maintain close communication with distributors in the United Kingdom and Southeast
Asia to explore new business opportunities and strengthen regional partnerships. In Indonesia, the Group is
actively pursuing market entry. It is currently in the process of applying for the necessary documentation to
distribute products with local distributors, and has been engaging potential customers to evaluate market
feasibility. At the same time, the Group will continue its efforts to enter large-scale retail chains in the US,
aiming to capitalise on the rising popularity of Asian products to expand its local footprint.

CONCLUSION

2026 marks the 40th anniversary of Hung Fook Tong. The Group takes immense pride in its transformation over
the years from a traditional herbal tea shop into a modern wellness concept food and beverage enterprise,
consistently innovating to meet evolving consumer demand for a healthy lifestyle.

Hung Fook Tong will continue to sharpen its competitive edge by leveraging its deep consumer insights and
uncompromising quality standards. By seamlessly integrating its rich heritage with forward-thinking innovation,
the Group remains committed to capturing new market opportunities and driving sustainable growth, ensuring
it remains a trusted health and wellness brand for the next generation of consumers.

FINANCIAL REVIEW

Revenue

In 2025, the Group operated in a highly challenging environment across Hong Kong and the Chinese Mainland.
Consumer sentiment remained cautious, competition intensified, and spending patterns continued to shift,
resulting in weaker retail performance and sustained pressure on the business.

For the year ended 31 December 2025, the Group recorded a revenue of HK$600.3 million, representing a
decrease of 3.3% from HK$620.7 million in 2024. Revenue from Hong Kong retail operation decreased to
HK$459.5 million, representing a decrease of 1.7% from HK$467.3 million in 2024. Revenue from wholesale
business decreased to HK$140.8 million, representing a decrease of 8.2% from HK$153.4 million in 2024.

Cost of Sales

For the year ended 31 December 2025, the Group incurred a cost of sales totaling HK$242.9 million,
representing a decrease of 3.5% from HK$251.7 million in 2024. As a percentage of revenue, cost of sales
represented 40.5% and 40.6% in 2025 and 2024 respectively.
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Gross Profit and Gross Profit Margin

For the year ended 31 December 2025, the Group achieved a gross profit of HK$357.3 million, indicating a
decrease of 3.2% from HK$369.0 million in 2024. The Group's gross profit margin experienced an increase of
0.1 percentage point, settling at 59.5% compared to 59.4% in 2024, supported by the ongoing optimisation of
manufacturing efficiencies and effective cost management.

Staff Costs

For the year ended 31 December 2025, the Group's staff costs amounted to HK$182.3 million, representing a
decrease of 3.9% from HK$189.7 million in 2024. The staff costs-to-revenue ratio is 30.4%, which is lower than
the 30.6% recorded in 2024.

Rental Expenses

For the year ended 31 December 2025, rental expenses in relation to its retail shops in Hong Kong (being the
aggregate of lease rental in respect of retail outlets, depreciation of right-of-use assets for shop properties and
the interest expense arisen from lease liabilities) amounted to HK$92.8 million, representing a decrease of 6.0%
from HK$98.7 million in 2024. The reduction reflects the ongoing review and closure of underperforming shops.
Rental expenses-to-revenue ratio for the Hong Kong retail shops is 20.2% as compared to 21.1% in 2024.

Depreciation

For the year ended 31 December 2025, depreciation of property, plant and equipment of the Group amounted
to HK$28.0 million, representing a decrease of 17.6% from HK$33.9 million in 2024. The decline can be
attributed primarily to the depreciation of leasehold improvement and plant and machinery, and equipment.
The depreciation-to-revenue ratio is 4.7% as compared to 5.5% in 2024.

Loss Attributable to Owners of the Company

Loss attributable to owners of the Company for the year ended 31 December 2025 was HK$16.7 million, as
compared to HK$13.7 million in 2024. In addition to the reasons as mentioned above, the increase was mainly
due to one-off expenses of approximately HK$2.1 million, arising from additional sewage charges for the prior
years, recognised during 2025. Moreover, the minority shareholders of the Company’s non-wholly owned
subsidiaries also absorbed a larger share of the losses from certain retail shops in 2024 compared to 2025.

Loss per share for loss attributable to owners of the Company for the year ended 31 December 2025 amounted
to HK2.55 cents, as compared to HK2.09 cents in 2024.

Capital Expenditure

During the year ended 31 December 2025, capital expenditure of the Group amounted to HK$9.7 million (2024:
HK$16.6 million) primarily for revamping of existing retail shops and acquiring computer equipment in retail
shops.

Liquidity and Financial Resources Review

As at 31 December 2025, the Group had bank deposits and cash balance amounted to HK$119.0 million (31
December 2024: HK$110.2 million).
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As at 31 December 2025, the gearing ratio of the Group was 0.60 (31 December 2024: 0.66), which was
calculated based on total debts including bank borrowings and lease liabilities divided by equity attributable to
owners of the Company.

As at 31 December 2025, the Group had total banking facilities of HK$116.9 million (31 December 2024:
HK$122.5 million) of which HK$26.7 million (31 December 2024: HK$40.2 million) had been utilised.

As at 31 December 2025, the Group's current liabilities exceeded its current assets by HK$112.6 million (31
December 2024: HK$128.7 million). Included in current liabilities are receipts in advance relating to sales of
prepaid coupons and credits to customers in Hong Kong of HK$168.3 million (31 December 2024: HK$162.6
million) which will reduce gradually over the time of each redemption by customers and are not expected to be
settled by cash under normal business circumstances. Excluding the aforementioned receipts in advance, the
Group would have net current assets of HK$55.7 million (31 December 2024: HK$33.9 million) and current ratio
of 1.31 (31 December 2024: 1.17).

The Group aims to maintain flexibility in funding by keeping sufficient bank balances, committed credit lines
available and interest bearing borrowings which enable us to continue our business in a manner consistent with
the short-term and long-term financial strategies of the Group.

Foreign Currency Risk

The Group operates mainly in Hong Kong and the Chinese Mainland and conducts its business primarily in
Hong Kong dollars and RMB. We are exposed to foreign exchange risk arising from various currency exposures,
primarily with respect to RMB. The Group will continue to take proactive measures and monitor closely of its
exposure to such currency movement.

Material Acquisitions, Disposals and Significant Investments

There were no material acquisitions, disposals and significant investments during the financial year ended 31
December 2025.

Contingent Liabilities

Taclon Industries Limited, a wholly-owned subsidiary of the Company, has several pending litigations and claims
with its former employees which the Directors consider an outflow of resources is not probable.

Human Resources

As at 31 December 2025, the Group employed approximately 828 employees. Remuneration was based on
market price, individual qualification and experience, and there was discretionary bonus based on years of
service and performance appraisal.

During the year ended 31 December 2025, various training activities, such as orientation on retail shop and
back office operations, customer services and sales skills, product knowledge and retail operations, have been
conducted to improve the quality of frontline services, as well as enhance customer experience and to ensure
the smooth and effective operation of the Point-of-Sales ("POS") system. A supervisor trainee program was also
implemented to attract talents, enhancing the leadership skills of the participants including their professional
and managerial techniques.
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The Group remains fully committed to meeting its environmental, social, and governance ("ESG")
responsibilities through active support of its stakeholders. In addition to the initiatives presented in this section,
further details will be available in the Group’s 2025 ESG Report, scheduled for publication in April 2026.

ENVIRONMENTAL

The Group is a staunch advocate of environmental protection and has implemented a series of initiatives to
promote sustainability across its operations. Since 2022, the Group has adopted rPET (Recycled Polyethylene
Terephthalate) for beverage bottle production, and expanded its use to cover the entire bottled drink portfolio
in 2025.

In late June 2025, it also transitioned plastic beverage packaging at HFT Shops and HFT Life café concept
stores from Polypropylene (PP) to rPET bottles, resulting in 76 tonnes of rPET used for the financial year.
Notably, there was almost a threefold increase from the first half (17 tonnes) to the second half (59 tonnes),
This marks a sharp jump from the 21 tonnes of rPET used in 2024, underscoring the Group's continuous
commitment to reducing its environmental impact through sustainable materials. Looking ahead, the Group
anticipates rPET usage to reach approximately 120 tonnes in 2026.

Beyond packaging, the Group has also taken proactive steps to reduce single-use plastics. Since 1 January
2023, the Group has banned the use of plastic tableware and replaced it with paper or wooden alternatives,
including paper soup cups, paper meal boxes, wooden spoons, forks, and small bamboo forks, at all of its over
100 Hung Fook Tong and HFT Life stores, effectively reducing plastic consumption.

To further encourage recycling, two reverse vending machines ("RVMs”) and three plastic bottle recycling bins
were installed at selected retail locations, enabling customers to clean and recycle plastic beverage bottles.
In 2025, approximately 60kg of plastic bottles were collected through this initiative, reinforcing the Group's
commitment to circularity and community engagement in sustainability.

In terms of food waste recycling, the Group continued to achieve zero food waste disposal in landfills during
the financial year, thereby also helping reduce greenhouse gas emissions. This was primarily achieved through
the recycling of food waste at the Organic Resources Recovery Centre Phase 1 (OePark 1) and the green social
enterprise FoodCycle+, which converts collected food waste into locally produced organic compost known as
“MixO’ Plus”. From these efforts, approximately 136.2 tonnes of food waste were recycled in 2025 (2024: 316.0
tonnes), resulting in an estimated reduction of 75.0" tonnes of carbon dioxide equivalent (“CO;-e") greenhouse
gas emissions (2024: 163.4 tonnes).

The Group also supports environmental protection by generating renewable energy to help reduce its carbon
footprint. In 2025, solar panels installed on the rooftop of the Group’s Hong Kong factory contributed 182
MWh of renewable energy to CLP’s Feed-in Tariff (FiT) Scheme. In addition, the Group's factory in Kaiping,
which also has solar panels (approx. 25,000 m?) installed on its rooftop, generated 3,050 MWh of renewable
energy during the review year, part of which was used to power on-site operations.

! Conversion factor provided by the Environmental Protection Department (EPD) is adopted for the calculation of carbon
emission from food waste.
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SOCIAL

Regarding its social endeavours, the Group places great emphasis on understanding and responding to
customer needs. By continuously refining product formulations to align with market preferences, it upholds its
commitment to consumer well-being. To promote transparency and informed decision-making, front-of-pack
(FOP) labels were introduced to four retail drink products during the financial year. This included Bitter
Herbs Tea for Clearing Heat (tPUBK), Floral Herbal Tea for Removing Dampness (#ZTfE4%), Sugar-Free

Chrysanthemum Tea with Wolfberry for Improving Eyesight (#1812 F25/E4%), and Grosvenor Momordica Fruit
and Chrysanthemum Drink for Clearing Lung (Z&/Z R {EEMER).

The Group has also continued to demonstrate strong community engagement. During the financial year, it
supported the Community Chest Skip Lunch Day for the 16th consecutive year, sponsoring over 12,000 food
coupons and raising more than HK$0.8 million for the charitable organisation. This long-standing participation
reflects the Group’s dedication to giving back to society.

Unforgettably, the Tai Po Wang Fuk Court fire in 2025 left a profound impact on the Hong Kong community.
Aside from extending its heartfelt condolences to the victims and their families, the Group swiftly mobilised
resources to support affected residents. Working alongside non-profit organisations, it provided meals to those
in need and placed donation boxes across all its retail outlets. Funds collected were fully directed to relief
efforts, with no administrative deductions, ensuring that contributions reached those impacted as effectively as
possible.

Separately, the Group has been actively preparing for the implementation of the Producer Responsibility
Schemes (PCPRS), aligning with the Hong Kong Government’s statutory recycling targets for beverage
suppliers. This demonstrates its dedication to environmental accountability and compliance with upcoming
sustainability regulations.

As at 31 December 2025, the Group had a total workforce of 828, comprising 601 employees in Hong Kong

and 227 in the Chinese Mainland. To foster continuous learning and development, it conducted more than 281
hours of training, attracting participation from over 830 staff members in aggregate.
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Committed to the advancement of society, industry and workforce, the Group has continued to wholeheartedly
fulfil relevant commitments, as reflected by the honours listed below:

Award Issuer of Award

In Recognition of Brand Mana

gement and Customer Service

GS1 Consumer Caring Scheme 10 Years+ Award

GS1 Hong Kong

2025 Hong Kong Shopping Festival - “Fun &
Food” Award

Hong Kong Retail Management Association

2025 Best Annual Reports Award — Citation for
Design

The Hong Kong Management Association

2025 Mystery Checking on Station Shop Safety
Management Scheme — Continuous Attaining Full
Score (F&B Fast Food)

MTR Corporation Limited

Happy Academy Awards — Favourite Brand for
Favourites among Parents 2025

Now TV — Happy Academy Awards

Outstanding Smart Innovation Award

HONG KONG INNO: dus

In Recognition of Environmental and Governance Efforts

CarbonCare® ESG Label (Level 2)

Community Leap Limited & Community Green
Academy

CarbonCare® Star Label

Community Leap Limited & Community Green
Academy

ESG pledgellll

The Chinese Manufacturers’ Association of HK

10

Signatories of the Packaging Reduction Charter

Hong Kong Environmental Protection Department

11

Green Office 7+ Label and Eco-Healthy Workplace

World Green Organisation

In Recognition of Community Investment

12

15 Years Plus Caring Company Logo 2006-2025

The Hong Kong Council of Social Service

In Recognition of T

alent Development

13

2025 Hong Kong ESG award

The Chinese Manufacturers’ Association of HK

14

ERB Manpower Developer Award Scheme:
Super Manpower Developer (2023-2028)

Employees Retaining Board

15

Happiness-at-Work Promotional Scheme - Happy
Company 10 Years+

The Chinese Manufacturers’ Association of HK

16

Y-Care CSR Scheme - Long-term Partner

Chinese YMCA of Hong Kong
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EXECUTIVE DIRECTORS

Mr. TSE Po Tat, aged 72, is the chairman and an executive Director of our Company and currently a director of
various subsidiaries of the Company. Mr. Tse is one of our founders and responsible for our overall direction,
business strategy and corporate communication. He has over 39 years of experience in commerce and the
herbal drinks industry. After joining our Group in November 1988, he developed our central production
facilities and product delivery logistics and managed our procurement of production equipment and the leasing
and renovation of retail shops. Mr. Tse currently is the president of the Hong Kong Federation of Restaurants
and Related Trades Limited, a member of executive committee of Group 8: Food, Beverages and Tobacco of
the Federation of Hong Kong Industries, an elected member of General Committee and a member of Strategic
Development Committee of Hong Kong Brand Development Council. Mr. Tse had obtained “2016 Honorary
Fellow” from The Professional Validation Council of Hong Kong Industries in 2016.

Dr. SZETO Wing Fu, aged 64, is the chief executive officer and an executive Director of our Company, a
member of Nomination Committee and the chairman of Strategy and Development Committee. Dr. Szeto
currently serves as a director of various subsidiaries of the Company. He is responsible for the day-to-day
management of the Group’s business, recommending strategies to the Board, and setting and implementing
corporate and operational decisions. Prior to joining our Group in October 1999, Dr. Szeto started his career
in the banking and finance sector and gained renowned relevant experience therefrom. Afterwards, he had
been an associate professor of the department of business administration of Hong Kong Shue Yan University
for over 15 years. Dr. Szeto is currently a non-official member of the Minimum Wage Committee of Hong
Kong, a member of Executive Committee of the Hong Kong Retail Management Association, the chairman of
the Hospital Governing Committee of MaclLehose Medical Rehabilitation Centre, the vice-chairperson of the
Executive Committee, chairperson of the Long Term Care Committee, and member of the Fundraising and
Social Enterprise Committee of The Hong Kong Society for Rehabilitation, and a professor of practice (finance)
of the School of Accounting and Finance in The Hong Kong Polytechnic University. Dr. Szeto graduated from
Hong Kong Shue Yan College with a diploma in economics and obtained a doctor of philosophy in education
administration from the University of Southern Mississippi. Dr. Szeto is currently a fellow member of CPA
Australia. In 2023, Dr. Szeto was awarded the “Linchpin of Asia Award 2023 (Entrepreneur Category)” by
Enterprise Asia.

Ms. WONG Pui Chu, aged 66, is an executive Director of our Company, and a member of both Remuneration
Committee and Strategy and Development Committee. Ms. Wong currently serves as a director of various
subsidiaries of the Company. She is one of our founders and responsible for our market research, retail business
development, product development and also oversees production and quality control. She has over 39 years of
experience in the herbal drinks industry. After joining our Group in March 1989, she developed our POS system
and employee incentives programme and managed our leasing and retail shop operations, then she managed
our administration, human resources, staff training, financial management and investment strategy. Ms. Wong is
the daughter of the late Mr. Wong Jing Fat who established the first herbal tea shop under “Hung Fook Tong”
brand in Kwai Chung, Hong Kong.
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Prof. SIN Yat Ming, aged 70, was appointed as an independent non-executive Director on 11 June 2014.
In addition, he is the chairman of Remuneration Committee, and a member of both Audit Committee and
Nomination Committee. Prof. Sin had been a member of the Faculty of Business Administration of The Chinese
University of Hong Kong (“CUHK") for over 40 years. He was a professor of CUHK and an associate director of
CUHK'’s Center for Hospitality and Real Estate Research until his retirement in July 2016. Prof. Sin obtained a
Doctor of Philosophy in Business Administration from the University of British Columbia, a Master of Business
Administration from the University of Texas at Arlington and a Bachelor of Business Administration from CUHK.
He is currently the Honorary Institute Fellow of The Asia-Pacific Institute of Business, an adjunct professor of
Department of Management of CUHK Business School, and an advisor to the Hong Kong Institute of Marketing.
Prof. Sin was an independent non-executive director of Bossini International Holdings Limited (stock code: 592)
until the listing of its shares was withdrawn from The Stock Exchange of Hong Kong Limited (“Stock Exchange”)
in March 2025.

Mr. Andrew LOOK, aged 61, was appointed as an independent non-executive Director on 11 June 2014.
In addition, he is the chairman of Audit Committee and a member of Nomination Committee. Mr. Look
holds a bachelor of commerce degree from the University of Toronto and has over 30 years of experience
in the equity investment analysis of Hong Kong and China stock markets. Mr. Look served in Union Bank of
Switzerland (“UBS") as the head of Hong Kong research, strategy and product. He was rated as the best Hong
Kong strategist and best analyst by the Asiamoney magazine, a leading monthly financial and capital markets
publication for corporate and finance readers and investors, in 2001, 2002, 2003, 2005, 2006 and 2007. Mr.
Look is currently an independent non-executive director of CITIC Resources Holdings Limited (stock code:
1205), EC Healthcare (stock code: 2138, formerly Union Medical Healthcare Limited) and L.K. Technology
Holdings Limited (stock code: 558). He was an independent non-executive director of TCL Communication
Technology Holdings Limited (a company delisted on the Hong Kong Stock Exchange on 30 September 2016).
Mr. Look has also served as an independent non-executive director of Man Sang Jewellery Holdings Limited
(stock code: 1466), Cowell e Holdings Inc. (stock code: 1415) and Ka Shui International Holdings Limited (stock
code: 822) until his resignation on 10 December 2016, 3 December 2018 and 31 May 2024 respectively.

Mr. YEUNG Chu Kwong, aged 65, was appointed as an independent non-executive Director on 25 March
2024. In addition, he is the chairman of Nomination Committee, a member of both Audit Committee and
Remuneration Committee. Mr. Yeung is an independent, non-executive director, a member of each of the
audit committee, nomination committee, remuneration committee, and environmental, social and governance
committee of Hong Kong Technology Venture Company Limited (stock code: 1137). Mr. Yeung was the
executive director, a member of the environmental, social and governance committee and nomination
committee, the executive vice-chairman, and group chief executive officer of HKBN Ltd. ("HKBN") (stock code:
1310) until his resignation on 5 September 2025. Prior to joining HKBN in 2005, Mr. Yeung was the director
of customers division at SmarTone Mobile Communications Limited. Mr. Yeung obtained a Bachelor of Arts
Degree from Hong Kong Baptist University in December 1992, a Master of Business Administration Degree
from the University of Strathclyde, United Kingdom in November 1995 and a Master of Science Degree in
Electronic Commerce and Internet Computing from the University of Hong Kong in November 2001. In 2010,
Mr. Yeung was recognised as Champion of Human Resources by The Hong Kong HRM Awards.
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SENIOR MANAGEMENT

Ms. TULL Shuk Ching, aged 63, is the general manager of retail operations and management division, and
is responsible for the division’s business development, operations and staff training. She has over 31 years
of experience in business operations and administration. Prior to joining our Group in December 1998, Ms.
Tull was an operation manager at Gialitti Gelato and Foods (China) Ltd and Wellco Enterprises Ltd. Ms.
Tull obtained a Bachelor of Law from Peking University and a Bachelor of Arts from the National Cheungchi
University. She also obtained a postgraduate certificate in business administration from The Open University
of Hong Kong and passed the 5-S lead auditor training course held by Hong Kong Baptist University Business
Research Centre and Hong Kong 5-S Association. She also obtained various qualifications in Chinese medicine,
including a Certificate in the Foundations of Acupuncture, Advanced Diploma in the Foundations of Chinese
Medicine and Diploma in Chinese Medicine for Beauty Studies from the Hong Kong University School of
Professional and Continuing Education, and a Certificate in Dispensing (Practicum) in Chinese Medicine and
Foundation Certificate in Chinese Medicine from Hong Kong Baptist University.

Ms. POON Chi Nga, aged 55, is the general manager of wholesales business development division, and
is responsible for the division’s business development, and sales and marketing. She has over 31 years of
experience in the food and beverage industry. Prior to joining our Group in August 2004, she was a business
development manager at RBT International Limited; a product manager and category manager at Swamex Food
Service Ltd (formerly known as Lam Soon Food Supply Co. Ltd.); an operations and administration manager at
Lucullus Food and Wines Co. Ltd. Ms. Poon obtained a Master of Business Administration from the University
of Leicester and a Higher Diploma in Hotel and Catering Management from The Hong Kong Polytechnic
University.

Mr. LO Chi Wang, aged 48, is the group financial controller and the general manager of the financial service
division. Mr. Lo joined the Group in 2015. He has focused on promoting profitability and creating long-term
value for the Group by overseeing the Group’s financial management and reporting, investment and risk
management strategies, treasury management, and investor relations. In addition, Mr. Lo was responsible for
and is now assisting with factory management at the Hong Kong plant, including production, research and
development, procurement, factory operations and engineering, quality management, logistics and warehouse
management. He has executed the transition from manufacturing operations to logistics hub at the Hong Kong
facility. Mr. Lo is also responsible for the Information Technology (“IT”) function in the Chinese Mainland which
includes implementation of Enterprise Resource Planning (“ERP”) system, IT infrastructure development, server
and database management, cybersecurity and cloud systems.

Mr. Lo has over 20 years of experience in financial services sector. Mr. Lo's experience in auditing and tax
advisory services was gained from his various positions in Deloitte Touche Tohmatsu. Mr. Lo was the financial
controller of Sino Grandness Food Industry Group Limited (stock code: T4B, a company listed on the Singapore
Stock Exchange) and has participated in the preparation of initial public offering project in the private sector.
Mr. Lo received a degree of Bachelor of Arts (Honour) in Accounting from Manchester Metropolitan University
in Manchester, United Kingdom. He is a fellow member of the Association of Chartered Certified Accountants
("ACCA"), the Hong Kong Institute of Certified Public Accountants (“HKICPA"), and CPA Australia. He was a
committee member of Qualification and Examinations Board ("QEB"”) of HKICPA and a co-opted member of
Moderation Sub-groups under QEB.

Mr. Lo is currently an independent non-executive director of Easy Smart Group Holdings Limited (stock code:
2442, a company listed on Main Board of the Stock Exchange) and Daido Group Limited (stock code: 544,
a company listed on Main Board of the Stock Exchange), and was an independent non-executive director
of Dragon Rise Group Holdings Limited (stock code: 6829, a company listed on Main Board of the Stock
Exchange) and Novacon Technology Group Limited (stock code: 8635, a company listed on GEM Board of the
Stock Exchange). Mr. Lo has held various roles on the relevant board committees, serving as either chairman or
member of the audit committee, remuneration committee, and nomination committee for the listed companies
mentioned above.
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Mr. LEE Bang Lau, aged 68, is the general manager of the PRC production division, and is responsible for
the management of production facilities in the Chinese Mainland. Prior to his current position within our
Group, he had worked in our logistics, plant production and procurement departments. He has over 37 years
of experience in factory management in the Chinese Mainland. Prior to joining our Group in October 2005,
he worked as production manager at Top Express Telecommunication (China) Ltd, factory manager and
management representative at Yaodong Plastic and Metal Product Co. Ltd, production manager at Newtech
Computer (HK) Ltd, production manager and production supervisor at Wincotime Co. Ltd, and production
supervisor at Shenzhen Shajing Practical Hardware Factory.

Mr. LEUNG Tat Wing, aged 60, is the assistant general manager of directors’ office, and is responsible for
facilitating and coordinating all matters involving treasury, production, trademark, legal and compliance. He has
over 28 years of experience in finance and accounting field. Prior to joining our Group in June 1999, he held
various finance related positions in other organizations in the commercial field.

Ms. CHOU Siu Wai, Vivian, aged 49, is the assistant general manager of group PR division, and is responsible
for corporate public relations. Ms. Chou has over 22 years of experience in fast-moving consumer goods
marketing. Prior to joining our Group in December 2010, she was a senior product manager at Amoy Food
Limited. She was a senior marketing executive and assistant product manager at Campbell Soup Asia
Limited and a marketing executive at Swire Coca-Cola HK Limited. Ms. Chou obtained a Master of Science in
Managerial Leadership from Edinburgh Napier University, a Bachelor of Arts in Language Information Science
from City University of Hong Kong and a certification of project management from the International Association
of Project and Programme Management.

Ms. TSANG Tsz Yee, Sonia, aged 49, is the assistant general manager of organization and people development
division, and is responsible for human resource management, people development and administration. Ms.
Tsang has over 26 years of experience in human resource management and people development. Prior
to joining our Group in March 2007, she was a human resources and training officer at Laws group. She
was an officer Il in the training and development department of Christian Action and a counsellor of Hong
Kong Church of Christ Company Limited. She has been a fully qualified and accredited administrator of the
Myers-Briggs Type Indicator suite of instruments. Ms. Tsang obtained a Bachelor of Business in Management
from RMIT University and a Higher Diploma in Manufacturing Engineering from Hong Kong Technical College.

Mr. SUN Man Lung, aged 50, is the assistant general manager of business development division, and is
responsible for product exhibition management and institutional sales. Mr. Sun has over 27 years of experience
in the marketing of fast-moving consumer goods and health products, and customer relationship management.
Prior to joining our Group in April 2007, he worked as an assistant customer relationship manager at Healthy
International Limited, and also worked as a marketing supervisor at Maxion International Group Limited and
Open Fortune Community (HK) Ltd., and as a sales executive at Longain Watches Manufacturing Ltd. and Ceba
Precision Co., Ltd.. Mr. Sun obtained a Professional Diploma in Marketing from Chinese University of Hong
Kong and a Certificate in Customer Relationship Management from Hong Kong Baptist University’s School of
Continuing Education.

Ms. MO Wing Yiu, aged 45, is the assistant general manager of group marketing division, and is responsible
for marketing and brand communications. Ms. Mo has over 23 years of experience in the promotion of health
products and retail marketing. Prior to joining our Group in September 2005, she worked as a marketing
supervisor at Open Fortune Community (HK) Ltd and as a senior marketing officer at Neo Derm (HK) Ltd. Ms.
Mo obtained a Bachelor’'s degree in Marketing from The Hong Kong Polytechnic University.

24 Hung Fook Tong Group Holdings Limited



¢
e DIRECTORS’ REPORT

The Board of Directors of the Company is pleased to present to the shareholders of the Company their report
together with the audited financial statements of the Company and its subsidiaries for the year ended 31
December 2025.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. The Group is principally engaged in the
production and sales of Chinese herbal drinks and other drink products, Chinese-style soups, herbal tortoise
plastron jelly and other food products under Hung Fook Tong brand. The principal activities of the subsidiaries
of the Company is set out in Note 14 to the consolidated financial statements. The segment information of
the operations of the Group for the year ended 31 December 2025 is set out in Note 5 to the consolidated
financial statements.

BUSINESS REVIEW

In accordance with schedule 5 of the Companies Ordinance (Cap 622 of the laws of Hong Kong), a fair review
of the Group's business and the analysis of the Group’s performance for the year ended 31 December 2025
as well as outlook/prospects of the Group’s business are provided in the sections “Chairman’s Statement” on
pages 6 to 8 and “"Management Discussion and Analysis” on pages 9 to 17 of this Annual Report.

Principal risks and uncertainties

There are a number of factors affecting the results and business operations of the Group, some of which are
inherent in the market and some are due to external environment. Major risks and uncertainties are summarised
as follows:

o Prolonged macroeconomic uncertainty, shifting consumption patterns and intensified competition have
reshaped the operating landscape for retailers

In response to the market uncertainty, the Group exerted significant effort to optimise its store network,
while continuing to grow its retail presence in a prudent manner. The Group has also remained steadfast
in bolstering customer engagement, optimising product portfolio and enhancing operational efficiency.

o Increasing public concern over health may affect spending pattern of customers
The Group has strengthened its health-oriented brand image through the promotion of sugar-free herbal
teas and soybean milk, aligning with the rising "“low-sugar” wellness trend among health-conscious

customers.

o Volatility of economic climate in the Chinese Mainland and Hong Kong which is closely related to
consumption sentiment thereto.

In order to mitigate such impact, the Group is continuing to expand the wholesales business in overseas

markets. The Group continues to take a cautious approach in steering its way forward, and recognises the
need to sustain retail sales momentum.
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Particulars of important events

No important events affecting the Group have occurred during and subsequent to the end of the financial year
under review.

Financial key performance indicators

Certain financial key performance indicators which complement and supplement the financial disclosures are
set out in the “Consolidated Financial Statements” and “Financial Review” on pages 59 to 139 and 15 to 17,
respectively, of this Annual Report.

Environmental policies and performance, and compliance with relevant laws and
regulations

The Group takes its corporate social responsibility to heart, and is fully committed to making a difference
for its staff, the community and the common good. During the year under review, there are a wide range of
activities and campaigns held to treasure the staff, community and the environment. A brief review is set out
in “Environmental, Social and Governance” on pages 18 and 19 of this Annual Report and further details will
be disclosed in our 2025 Environmental, Social and Governance (“ESG”) Report to be published in April 2026
under the requirements as set out in Appendix C2 of the Listing Rules.

The Group's operations are mainly carried out by the Company’s subsidiaries in Hong Kong and the Chinese
Mainland while the Company itself was incorporated in the Cayman Islands and is listed on the Main Board of
the Stock Exchange.

During the year ended 31 December 2025 and up to the date of this Directors’ Report, the Group has complied
with all relevant laws and regulations in the above-mentioned jurisdictions.

Relationships with its key stakeholders including employees, customers and
suppliers

Employees
Recognising that human resources are one of the greatest assets of the Group, the Group provides a variety
of benefits, talent trainings and development for employees. The Group also strives to provide a safe
working environment for all its staff members, which is particularly important since the outbreak of the Novel
Coronavirus.

Customers

It is the Group’s mission to satisfy different customers’ needs and continue to contribute to the wellbeing of
the public by preserving and sharing traditional Chinese herbal culture, as well as promoting modern wellness
concepts. In addition, the Group treasures its JIKA Club members and various promotions and discounts
have been offered to them during the year. The Group also promoted the use of the Hung Fook Tong mobile
application to enhance members’ convenience.
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Key suppliers
The Group has developed long-standing relationships with a number of suppliers and taken great care to
ensure that they share our belief in good quality and ethics.

As we strive to produce healthy, nutritious and delicious products with quality natural ingredients and without
addition of any artificial preservatives, artificial colouring or Monosodium Glutamate (“MSG"), we make effort
in the selection of raw materials from suppliers and pay attention as to whether any artificial additives are
added to such raw materials. The Group prudently selects suppliers and requires all of them to comply with our
social and environmental responsibility guidelines.

Details of the above are set out in “Chairman’s Statement”, “Management Discussion and Analysis”,
“Environmental, Social and Governance” and “"Corporate Governance Report” on pages 6 to 8, 9 to 17, 18 to
19 and 35 to 50, respectively, of this Annual Report, further details will be disclosed in our 2025 ESG Report to
be published in April 2026.

RESULTS AND DIVIDENDS

The results of the Group for the year ended 31 December 2025 are set out in the consolidated statement of
profit or loss and other comprehensive income on pages 59 to 60 of this Annual Report.

The Board does not recommend the payment of any dividend for the year ended 31 December 2025 (2024:
Nil).

RESERVES

Movements in the reserves of the Company and of the Group during the year are set out in Note 35 to the
consolidated financial statements and the consolidated statement of changes in equity on page 63 of this
Annual Report.

DISTRIBUTABLE RESERVES

As at 31 December 2025, the Company's reserves available for distribution to shareholders amounted to
approximately HK$297.0 million comprising share premium of approximately HK$188.1 million, other reserves
of approximately HK$108.0 million and retained earnings of HK$0.9 million.

Under the Companies Law of the Cayman Islands, subject to the provisions of Articles of Association of
the Company, the Company’s share premium account may be applied to pay distributions or dividends to
shareholders provided that immediately following the date of distribution or dividend is proposed to be paid,
the Company is able to pay its debts as they fall due in the ordinary course of business.
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CLOSURE OF REGISTER OF MEMBERS

For determining the entitlement to attend and vote at the annual general meeting ("AGM") of the Company to
be held on Friday, 5 June 2026, the register of members of the Company will be closed from Tuesday, 2 June
2026 to Friday, 5 June 2026, both days inclusive, during which period no transfer of shares of the Company will
be registered. In order to be eligible to attend and vote at the above meeting, all transfer forms accompanied
by the relevant share certificates must be lodged with the Branch Share Registrar of the Company in Hong
Kong, Tricor Investor Services Limited, at 17th Floor, Far East Finance Centre, 16 Harcourt Road, Hong Kong
for registration no later than 4:30 p.m. on Monday, 1 June 2026.

FINANCIAL SUMMARY

A summary of the audited consolidated results and the assets, equity and liabilities of the Group for the last
five financial years is set out on page 140 of this Annual Report.

PROPERTY, PLANT AND EQUIPMENT

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

SHARE CAPITAL

Details of the movements in share capital of the Company during the year are set out in Note 23 to the
consolidated financial statements.

BANK BORROWINGS

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

PRE-EMPTIVE RIGHTS

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

PURCHASE, SALE OR REDEMPTION OF SHARES

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

DONATIONS

Charitable donations made by the Group during the year ended 31 December 2025 amounted to HK$11,000.
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MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31 December 2025, the aggregate sales attributable to the Group’s five largest customers
were less than 30%. The aggregate purchases attributable to the Group's five largest suppliers during the year
were less than 30%.

None of the Directors or any of their close associates or any shareholders of the Company (who to the
knowledge of the Directors own more than 5% of the Company’s issued share capital) had an interest in any of
the five largest suppliers or customers of the Group.

TAX RELIEF AND EXEMPTION TO HOLDERS OF LISTED SECURITIES

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

DIRECTORS

The Directors who served during the year and at the date of this Report are as follows:

Executive Directors:

Mr. TSE Po Tat (Chairman)
Dr. SZETO Wing Fu (Chief Executive Officer)
Ms. WONG Pui Chu

Independent Non-Executive Directors:

Prof. SIN Yat Ming
Mr. Andrew LOOK
Mr. YEUNG Chu Kwong

Pursuant to Article 84(1) and (2) of the Articles of Association, one-third of the Directors for the time being
(or, if their number is not a multiple of three, the number nearest to but not less than one-third) shall retire
by rotation at each AGM. A retiring Director shall be eligible for re-election and shall continue to act as a
Director throughout the meeting at which he/she retires. The Directors to retire by rotation shall include any
Director who wishes to retire and not to offer himself/herself for re-election. In addition, code provision (“Code
Provision”) B.2.2 of the Corporate Governance Code (the “CG Code”) stipulates that each Director should be
subject to retirement by rotation at least once every three years. Dr. Szeto Wing Fu and Mr. Andrew Look shall
retire by rotation at the forthcoming AGM and, being eligible, offer themselves for re-election.

The Company has received annual confirmation of independence from the three independent non-executive

Directors in accordance with Rule 3.13 of the Rules Governing the Listing of Securities on the Stock Exchange
(the “Listing Rules”) and considers them to be independent.
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BIOGRAPHIES OF DIRECTORS AND SENIOR MANAGEMENT

Biographical details of the Directors and the senior management of the Group are set out on pages 21 to 24 of
this Annual Report.

DIRECTORS’ SERVICE CONTRACTS/LETTERS OF APPOINTMENT

Each of the executive Directors has respectively entered into a service contract commencing from the relative
date of appointment with the Company for a term of three years. The service contracts may be terminated in
accordance with the respective terms of the service contracts.

The three independent non-executive Directors were appointed pursuant to the respective letter of
appointment for a term of three years commencing from the relative date of appointment. The letters of
appointment may be terminated in accordance with the respective terms of the letters of appointment.

None of the Directors of the Company has entered or has proposed to enter into any service contract with the
Company or any of its subsidiaries other than contracts expiring or terminable by the Company within one year.

PERMITTED INDEMNITY PROVISION

During the financial year and up to date of this Report, the Company has in force indemnity provisions as
permitted under the relevant statutes for the benefit of the Directors of the Company. The permitted indemnity
provisions are provided according to the Company'’s Articles of Associations and the Company has maintained
the directors and officers liability insurance in respect of potential liability and costs associated with legal any
proceedings which may be brought against the Directors of the Company.

DIRECTORS’ INTERESTS AND SHORT POSITIONS IN SHARES AND
UNDERLYING SHARES

As at 31 December 2025, the interests and short positions of the Directors of the Company and their associates
in any shares, underlying shares or debentures of the Company or any of its associated corporations within the
meaning of Part XV of the Securities and Futures Ordinance (“SFO") which had been 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 provisions of the SFO), or which were required
to be entered in the register maintained by the Company pursuant to Section 352 of the SFO or which were
required to be disclosed, under the Model Code for Securities Transactions by Directors of Listed Issuers
as set out in Appendix C3 to the Listing Rules (the “Model Code”) and the “Code of Conduct for Securities
Transactions by Directors of the Company” adopted by the Company (the “Code of Conduct”) were as follows:
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Number of Approximate

ordinary shares percentage of

of the Company total issued

Name of Director Capacity/Nature of interest (“Shares”) Shares (%)

Ms. Wong Pui Chu Interests held jointly with other persons; 404,052,600 61.59
(Notes 1, 2, 3 & 4) beneficial owner; interest of controlled (Long position)

corporation

Mr. Tse Po Tat Interests held jointly with other persons; 404,052,600 61.59
(Notes 1, 5 & 6) interest of controlled corporation (Long position)
Dr. Szeto Wing Fu Beneficial owner; interest of controlled 26,554,600 4.04
(Notes 7 & 8) corporation (Long position)
Notes:

(1) Pursuant to the Deed of Confirmation dated 27 March 2014 executed by Ms. Wong Pui Chu, Mr. Tse Po Tat, the late
Mr. Kwan Wang Yung (collectively referred to as the “Controlling Shareholders”), the Controlling Shareholders have
agreed to jointly control their respective interests in the Company and decisions as to the business and operations
of the Group shall be made in accordance with their unanimous consent. Each of the Controlling Shareholders shall
exercise their respective voting rights in the Company in the same way. Hence, each of the Controlling Shareholders is
deemed to be interested in all the Shares held by the Controlling Shareholders in aggregate by virtue of the SFO.

(2) The Company was directly owned as to 1.02% (being 6,706,000 Shares) by Ms. Wong Pui Chu.

(3) The Company was directly owned as to 29.21% (being 191,638,200 Shares) by Think Expert Investments Limited (“Think
Expert”). By virtue of her 100% shareholding of Think Expert, Ms. Wong Pui Chu is deemed to be interested in the
same number of Shares held by Think Expert.

(4)  The Company was directly owned as to 0.83% (being 5,500,000 Shares) by Action Rich Investment Limited (“Action
Rich”). By virtue of her 60% shareholding of Action Rich, Ms. Wong Pui Chu is deemed to be interested in the same
number of Shares held by Action Rich.

(5) The Company was directly owned as to 16.63% (being 109,122,400 Shares) by YITAO Investments Limited (“YITAO").
By virtue of his 100% shareholding of YITAO, Mr. Tse Po Tat is deemed to be interested in the same number of Shares
held by YITAO.

(6) The Company was directly owned as to 0.83% (being 5,500,000 Shares) by Action Rich. By virtue of his 40%
shareholding of Action Rich, Mr. Tse Po Tat is deemed to be interested in the same number of Shares held by Action
Rich.

(7)  The Company was directly owned as to 0.28% (being 1,850,000 Shares) by Dr. Szeto Wing Fu.

(8) The Company was directly owned as to 3.76% (being 24,704,600 Shares) by Aolong Limited (“Aolong”). By virtue of
his 100% shareholding of Aolong, Dr. Szeto Wing Fu is deemed to be interested in the same number of Shares held by
Aolong.

Save as disclosed above, as at 31 December 2025, none of the Directors nor chief executive of the Company
had any interests or short positions in the shares, underlying shares or debentures of the Company or its
associated corporations (within the meaning of Part XV of the SFO) which are 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 or
short positions which they were taken or deemed to have under such provisions of the SFO), or are required,
pursuant to Section 352 of the SFO, to be entered in the register referred to therein, or as otherwise notified
to the Company and the Stock Exchange pursuant to the Model Code and the Code of Conduct.
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SUBSTANTIAL SHAREHOLDERS' INTERESTS

UNDERLYING SHARES

IN SHARES AND

As at 31 December 2025, so far as the Directors are aware, the following persons (other than the Directors or

chief executive of the Company), were directly or indirectly, interested in 5% or more of the shares or short

positions in the shares and the underlying shares of the Company, which are required to be disclosed under
provisions of Divisions 2 and 3 of Part XV of the SFO, or which will be required, pursuant to Section 336 of the

SFO, to be entered in the register referred to therein:

Name of shareholder Capacity/Nature of interest

Prestigious Time Limited  Interests held jointly with other persons;
("Prestigious Time") beneficial owner
(Note 1)

Think Expert Interests held jointly with other persons;
(Note 2) beneficial owner

YITAO Interests held jointly with other persons;
(Note 3) beneficial owner

Ms. Chan Suk Hing Comita Interest of spouse

(Note 4)
Mrs. Kwan Chan Lai Lai Interests held jointly with other persons;
(Note 1) interest of controlled corporation
Notes:

Number of
Shares

404,052,600
(Long position)

404,052,600
(Long position)

404,052,600
(Long position)

404,052,600
(Long position)

404,052,600
(Long position)

Approximate
percentage of

total issued
Shares (%)

61.59

61.59

61.59

61.59

61.59

(1)  The Company was directly owned as to 13.88% (being 91,086,000 Shares) by Prestigious Time. By virtue of her 100%
shareholding of Prestigious Time, Mrs. Kwan Chan Lai Lai, the spouse of the late Mr. Kwan Wang Yung (the former
managing Director and an executive Director of the Company) is deemed to be interested in the same number of

Shares held by Prestigious Time.

(2)  The interest of Think Expert was disclosed as the interest of Ms. Wong Pui Chu in the above section headed “Directors’

Interests and Short Positions in Shares and Underlying Shares”.

(3) The interest of YITAO was disclosed as the interest of Mr. Tse Po Tat in the above section headed “Directors’ Interests

and Short Positions in Shares and Underlying Shares”.

(4)  Ms. Chan Suk Hing Comita is the spouse of Mr. Tse Po Tat and is therefore deemed to be interested in the Shares that

Mr. Tse Po Tat is interested in under the SFO.
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Save as disclosed above, as at 31 December 2025, the Directors had not been notified of any other corporation
or individual (other than the Directors or chief executive of the Company) who had interests or short positions
in the shares or underlying shares of the Company, which are required to be recorded in the register required
to be kept pursuant to Section 336 of the SFO.

DIRECTORS’ RIGHT TO ACQUIRE SHARES OR DEBENTURES

Save as disclosed in this Annual Report, 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 granted to any Director
or their respective associates nor was the Company and any of its subsidiaries a party to any arrangement to
enable the Directors or their respective associates to acquire such rights in any other body corporate.

DIRECTORS'/CONTROLLING SHAREHOLDERS' INTERESTS IN
CONTRACTS OF SIGNIFICANCE

No contracts of significance to which the Company or any of its subsidiaries was a party and in which any
Director (or an entity connected with any Director) or Controlling Shareholder (or any of its subsidiaries) of the
Company had a material interest, whether directly or indirectly, subsisted at the end of the financial year ended
31 December 2025 or at any time during the year.

DIRECTORS’ INTERESTS IN COMPETING BUSINESS

As at 31 December 2025, none of the Directors and directors of the Company’s subsidiaries, or their respective
associates had interests in businesses, other than being a director of the Company and/or its subsidiaries
and their respective associates, which compete or are likely to compete, either directly or indirectly, with the
businesses of the Company and its subsidiaries as required to be disclosed pursuant to the Listing Rules.

REMUNERATION FOR DIRECTORS

In compliance with the Corporate Governance Code as set out in Appendix C1 to the Listing Rules, the
Company has established a Remuneration Committee to formulate remuneration policies. Directors’
remuneration are subject to shareholders’ approval at general meetings. Other emoluments are determined by
the Board with reference to Directors’ duties and responsibilities, the recommendations of the remuneration
committee and the performance and results of the Group. Details of the remuneration of the Directors are set
out in Note 36 to the consolidated financial statements.

CHANGES IN INFORMATION OF DIRECTORS

Subsequent to publication of the 2025 Interim Report, the changes in information of Directors are set out
below pursuant to Rule 13.51(2) and Rule 13.51B(1) of the Listing Rules:

- Dr. Szeto Wing Fu, the Chief Executive Officer and executive Director of the Company, concluded his
two-year term as a member of the Hong Kong Tourism Board on 31 October 2025.

- Mr. Yeung Chu Kwong, an Independent Non-executive Director of the Company, resigned as an executive
director, the executive vice-chairman, the group chief executive officer and a member of both the
nomination committee and the environmental, social and governance committee of HKBN Ltd. (stock
code: 1310) on 5 September 2025. In addition, Mr. Yeung has been appointed by Hong Kong Technology
Venture Company Limited (stock code: 1137) as an independent non-executive director and a member of
each of the audit committee, nomination committee, remuneration committee, and environmental, social
and governance committee with effect from 1 January 2026.
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SUFFICIENCY OF PUBLIC FLOAT

The Company has maintained a sufficient public float as required under the Listing Rules throughout the year
ended 31 December 2025.

DEED OF NON-COMPETITION

Mr. Tse Po Tat and Ms. Wong Pui Chu have confirmed to the Company of their compliance with the
non-competition undertakings provided to the Company under a deed of non-competition dated 13 June 2014.
The independent non-executive Directors have reviewed the status of compliance and confirmed that all the
undertakings under the deed of non-competition have been complied with by the Controlling Shareholders and
duly enforced during the year ended 31 December 2025.

CORPORATE GOVERNANCE

The Company's corporate governance principles and practices are set out in the "Corporate Governance
Report” on pages 35 to 50 of this Annual Report.

AUDITOR

PricewaterhouseCoopers will retire at the conclusion of the forthcoming AGM of the Company and be eligible
to offer themselves for re-appointment. A resolution will be proposed at the AGM to be held on Friday, 5 June
2026 to re-appoint PricewaterhouseCoopers as the Company's auditor until the conclusion of the next AGM
and to authorise the Board to fix their remuneration.

RELATED PARTY TRANSACTIONS

Details of related party transactions undertaken in the normal course of business of the Group are provided
under Note 32 to the consolidated financial statements. None of these related party transactions constitutes
a connected transaction as defined under the Listing Rules that is required to be disclosed. The Company has
complied with disclosure requirements in accordance with Chapter 14A of the Listing Rules for the year ended
31 December 2025.

On behalf of the Board

Tse Po Tat
Chairman and Executive Director

Hong Kong, 30 March 2026
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CORPORATE GOVERNANCE PRACTICES

The Board is committed to maintaining the highest possible standards of corporate governance, and strives
to maintain transparent, responsible and value-driven management practices that will enhance and safeguard
the interests of shareholders. The Board believes that effective and high quality corporate governance is an
essential platform for creating value for shareholders. It is committed to continuously reviewing and improving
the Group’s corporate governance practices, and maintaining the highest standards of ethical corporate
behaviour within the Group.

The Company has adopted the code provisions set out in the Corporate Governance Code (“CG Code”) as
set out in Appendix C1 of the Listing Rules. The corporate governance principles of the Company emphasise a
quality board, sound internal control and risk management systems and transparency and accountability to all
the shareholders.

In the opinion of the Directors, the Company has complied with all the code provisions set out in the CG Code
throughout the year ended 31 December 2025.

CORPORATE CULTURE

The Company is committed to developing a culture that is aligned with its vision, mission and core values set
out below:—

Vision
Our vision is to emerge as a frontrunner in the sustainable food and beverage production industry, championing
healthy lifestyles to enhance the well-being of the community.

Mission

Our mission is to harness our industrial expertise and capabilities to generate long-term value for sustainable
corporate growth. We are committed to preserving the authenticity of herbal traditions while adopting modern
and innovative methods to produce healthy, high-quality food and beverage products for our customers.
As both a retailer and manufacturer, Hung Fook Tong is dedicated to conserving resources throughout our
production and business operations, contributing to a sustainable environment for future generations.

We firmly believe that fostering the well-being of individuals is central to building a thriving society. This
belief is reflected in our commitment to being a caring employer and our efforts to provide wholesome dietary
choices that enhance the quality of life within the community.

Core Values
Our core values serve as the guiding force propelling us towards our sustainable vision and the realisation of a
positive future.

o Authentic operation — keeping tradition in an authentic and innovative way;
o Sustainable environment — conserving resources for future generations;

o Caring people - caring for the well-being of our people;

o Healthy community — enhancing health and quality of life.
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DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted a code of conduct (the “Code of Conduct”) governing securities transactions by its
Directors based generally on the Model Code. The Board believes that the code adopted by the Company is
equivalent in its effects to the Model Code.

The Company requires any Director wishing to deal in the Company’s shares to make a specific written
declaration of that intention, and to obtain approval from the Chairman. If the Chairman declares an intention
of dealing in the Company’s shares, he must first obtain approval from one of the Directors of the Company.

The Company has made specific enquiry of all Directors, and each Director has confirmed that he/she has
complied with the standard set out in the Code of Conduct and the Model Code throughout the year ended 31
December 2025.

BOARD OF DIRECTORS
Responsibilities of the Board

The Board has multiple responsibilities to the Company, including setting strategic goals, establishing long
term strategies, and ensuring that the necessary financial and human resources are in place for the Group to
meet its business objectives. It is also tasked with establishing a framework of effective controls for managing
risks, with the particular aim of safeguarding the Group’s assets and the interests of shareholders. Furthermore,
the Board is responsible for reviewing the performance of the Group’s management and, more generally,
setting and consolidating the Company’s values and standards. Directors take decisions objectively in the
interests of the Company.

The Board reserves for its decision all major matters relating to policy matters, strategies and budgets,
risk management and internal control, material transactions (in particular those that may involve conflict of
interests), financial information and other significant operational matters of the Company. Responsibilities
relating to implementing decisions of the Board, directing and coordinating the daily operation and
management of the Group are delegated to the management.
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Chairman and Chief Executive Officer

The positions of chairman of the Board (the “Chairman”) of the Company is Mr. Tse Po Tat (“Mr. Tse”) and
chief executive officer (“CEO") of the Company is Dr. Szeto Wing Fu ("Dr. Szeto”). Mr. Tse provides leadership
and is responsible for effective functioning and leadership of the Board, while Dr. Szeto continues to focus on
the Company’s business development and daily management and operations generally. There is a clear division
of responsibilities in ensuring that there is a balance of power and authority.

Board members

As at the date of this Annual Report, the Board comprises six members, made up of three executive Directors
and three independent non-executive Directors. The current Board members are as follows:

Name of Directors Position

Mr. Tse Po Tat Chairman and executive Director
Dr. Szeto Wing Fu CEO and executive Director

Ms. Wong Pui Chu Executive Director

Prof. Sin Yat Ming Independent non-executive Director
Mr. Andrew Look Independent non-executive Director
Mr. Yeung Chu Kwong Independent non-executive Director

Detailed biographies of the Directors are shown on pages 21 and 22 of this Annual Report. All Directors are
elected for a term of three years, subject to retirement by rotation and re-election at the Company’'s AGM.

The Directors bring a good balance of skills and experience to the Company. They have been made fully aware
of their collective and individual responsibilities to shareholders.

Independent non-executive Directors

The Company has three independent non-executive Directors, who between them bring a wide range of
business and financial experience to the Board. By their active participation in Board and committee meetings
and by their services on various Board committees, the independent non-executive Directors contribute in
important ways to the effective direction and strategic decision-making of the Group. All of the Company’s
independent non-executive Directors meet the Listing Rules guidelines for assessing independence, and each
of them had signed a declaration confirming independence for the year ended 31 December 2025. Throughout
the year under review, the Board at all times fulfilled the requirements of Rules 3.10(1) and 3.10(2) and 3.10A
of the Listing Rules relating to the sufficient number of independent non-executive Directors with at least
one independent non-executive Director with appropriate professional qualifications or accounting or related
financial management expertise.

Directors’ induction and continuous professional development

Every newly appointed Director will receive formal, comprehensive and tailored induction on appointment
to ensure appropriate understanding of the business and governance policies and operations of the Group
and full awareness of Director’s responsibilities and obligations under the Listing Rules and relevant statutory
requirements. This understanding is deepened and continued by the Directors’ participation in Board meetings
and their work on various committees.
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During the year ended 31 December 2025, all Directors received regular briefings and updates on the Group’s
business, operations, risk management, internal controls, corporate governance matters and relevant laws
and regulations. Relevant reading materials were provided to the Directors. They also attended courses and
seminars organised by external professional bodies on topics relevant to the duties and responsibilities of a
director. All Directors have provided the Company with their respective training records pursuant to the CG
Code.

Attending seminars/

Name of Directors Reading materials briefings

Mr. Tse Po Tat

Dr. Szeto Wing Fu

Ms. Wong Pui Chu
Prof. Sin Yat Ming

Mr. Andrew Look

Mr. Yeung Chu Kwong

NSNS
NENESENENEN

Board meetings and attendance

The Company holds at least four Board meetings per year, with special Board meetings being scheduled as
required to determine the overall strategic directions and objectives of the Group and approve interim and
annual results and other significant matters. Formal notice of at least 14 days will be given in respect of a
regular meeting, while for special Board meetings, notice within reasonable time will be given. The Directors’
attendance at board meetings and general meeting of the Company during the year ended 31 December 2025
are listed below:

Board Meetings General Meeting
Number of Number of
meetings meeting

entitled to Number of entitled to Number of
attend during meetings attend during meeting
Name of Directors the year attended the year attended

Mr. Tse Po Tat

Dr. Szeto Wing Fu

Ms. Wong Pui Chu
Prof. Sin Yat Ming

Mr. Andrew Look

Mr. Yeung Chu Kwong

(2 NS, IO, IS, NG, IO
(2O, IO, NF S, RGO, |
Gy
- A s

Apart from the regular Board meetings, the Chairman has also held a meeting with all independent
non-executive Directors without the presence of other Directors during the year.

The Company has in place effective mechanisms to ensure independent views and input are available to the
Board. The Board has conducted an annual review on such mechanisms in 2025 and is of the view that the
mechanisms have been properly implemented and are effective. In particular, the Company plans Board and
Board committees meeting schedules well in advance and provides remote facilities for attendance, so as
to facilitate active attendance and participation in the meetings. Board members, especially independent
non-executive Directors, are welcome and are encouraged to raise enquiries, suggestions and views during the
meetings. The Board process as stated above, including agenda setting and provision of meeting information,
facilitates effective and active participation by all Directors. The Board and each Director, upon reasonable
request, have access to independent professional advice to assist them in performing their duties to the
Company, at the Company’s expense.
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BOARD COMMITTEES

The Board has established certain Board committees to oversee specific aspects of the Company's affairs and
help it in the execution of its responsibilities. These committees have specific written terms of reference which
clearly outline the committees’ authority and duties, and which require the committees to report back on their
decisions or recommendations to the Board. The committees are described individually below. Independent
non-executive Directors play an important role in these committees, ensuring that independent and objective
views are expressed.

Audit Committee

The Audit Committee consists of Mr. Andrew Look (Chairman), Prof. Sin Yat Ming and Mr. Yeung Chu Kwong,
all of whom are independent non-executive Directors.

The role of the Audit Committee is to make recommendations to the Board on the appointment,
reappointment and/or removal of the external auditor; review and monitor the external auditor’s independence
and objectivity and the effectiveness of the audit process; review the Company’s financial statements; provide
the Board with material advice in respect of financial reporting; oversee the Group's financial reporting system,
risk management and internal control systems; coordinate with internal and external auditors to ensure the
adequacy of resources to internal audit and review and monitor its effectiveness, and oversee the Company’s
corporate governance functions including reviewing and monitoring the Company’s policies and practices on
compliance with legal and regulatory requirements.

The latest version of the terms of reference of the Audit Committee is accessible on the websites of the Stock
Exchange and the Company respectively.

The Audit Committee shall meet at least twice a year, and the external auditors may request a meeting if they
consider that one is necessary. The secretary of the Audit Committee shall be the company secretary of the
Company or his appointed delegate. During the year under review, the committee held three meetings and the
attendance of the committee members at the meetings is listed below:

Number of meetings

entitled to Number of meetings
Name of Directors attend during the year attended
Mr. Andrew Look 3 3
Prof. Sin Yat Ming 3 3
Mr. Yeung Chu Kwong 3 3

At the meetings, the Audit Committee had performed the followings:

. reviewed the audited annual financial statements for the year ended 31 December 2024,

° reviewed the unaudited interim financial statements for the six months ended 30 June 2025;

o made recommendations to the Board for approval of the above-mentioned financial statements;

o reviewed and approved the internal audit plans and reviewed reports prepared by the independent

internal control consultants engaged by the Company;
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o reviewed and approved the audit service memorandum presented by the external auditor;

o discussed with the management and the external auditors on the issues concerning accounting policies
and practices which may affect the Group, along with financial reporting matters;

o reviewed the risk management and internal control systems;
. determined the interim review and annual audit fees of the external auditors; and

J reviewed the terms of reference of the committee to consider if any proposed changes that deemed
appropriate or advisable.

Apart from the regular Audit Committee meetings, the committee has also held a meeting with external
auditors without the presence of the management during the year.

Remuneration Committee

The Remuneration Committee consists of three members, two of whom are independent non-executive
Directors, namely Prof. Sin Yat Ming (Chairman) and Mr. Yeung Chu Kwong; and the other member is an
executive Director, Ms. Wong Pui Chu.

The role of the Remuneration Committee is to establish a formal and transparent procedure for developing
remuneration policy, and in particular to formulate and recommend to the Board policies and structures for the
remuneration of Directors and senior management. Specifically, this involves the periodic reviewing and making
recommendations to the Board on remuneration packages and discretionary bonuses for Directors and senior
management, in the light of remuneration offered by comparable companies in the industry and other relevant
factors, and considered different aspects of remuneration with reference to the information and documents
provided from time to time by the Company’s human resources department.

The latest version of the terms of reference of the Remuneration Committee is accessible on the websites of
the Stock Exchange and the Company respectively.

The Remuneration Committee shall meet at least once a year and at such other times as its Chairman shall
require. During the year under review, the Remuneration Committee held one meeting and the attendance of
the committee members at the meeting is listed below:

Number of meetings

entitled to Number of meetings
Name of Directors attend during the year attended
Prof. Sin Yat Ming 1 1
Ms. Wong Pui Chu 1 1
Mr. Yeung Chu Kwong 1 1
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At the meeting, the Remuneration Committee has reviewed the remuneration policy of executive Directors
and senior management; assessed performance of executive Directors and senior management; reviewed the
composition of Directors and senior management; discussed and recommended the remuneration packages
of the Directors and senior management for the Board's approval; and reviewed the terms of reference of the
committee to consider if any proposed changes that deemed appropriate or advisable.

Based on recommendations from the Remuneration Committee, members of senior management (excluding
Directors) were remunerated within the following salary bands:

Annual salary bands Number of individuals

Below HK$1,000,000 6
HK$1,000,001 to HK$1,500,000 3

The details of the fees and other emoluments paid or payable to the Directors are set out in Note 36 to the
consolidated financial statements.

Nomination Committee

The Nomination Committee consists of four members, three of whom are independent non-executive Directors,
namely Mr. Yeung Chu Kwong (Chairman), Prof. Sin Yat Ming and Mr. Andrew Look; and the other member is
an executive Director, Dr. Szeto Wing Fu.

The primary role of the Nomination Committee is to make recommendations to the Board regarding candidates
to fill vacancies on the Board according to the policies. As part of this process, the Nomination Committee is
obligated to:

o annually review the structure, size and composition including its mix of skills, knowledge and experience
and diversity of perspectives (including but not limited to gender, age, cultural, educational background,
profession and industry experience, skills, knowledge and experience) of the Board;

o make recommendations on proposed changes to the Board to complement the Company’s corporate
strategy;
o make recommendations to the Board on the appointment or re-appointment of Directors;

o assess the independence of independent non-executive Directors;
o implement and review the director nomination policy (“Director Nomination Policy”), including the
nomination procedures and the process and criteria adopted by the Nomination Committee to select and

recommend candidates for directorship and make recommendations to the Board on the same if any; and

J oversee and review the implementation of the Company’s written board diversity policy (“Board Diversity
Policy”) to ensure diversity of Directors.

The latest version of the terms of reference of the Nomination Committee is accessible on the websites of the
Stock Exchange and the Company respectively.
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The Nomination Committee shall meet at least once a year and at such other times as its Chairman shall
require. During the year under review, the Nomination Committee held one meeting and the attendance of the
committee members at the meeting is listed below:

Number of meetings

entitled to Number of meetings
Name of Directors attend during the year attended

Mr. Yeung Chu Kwong

Dr. Szeto Wing Fu 1 1
Mr. Andrew Look 1 1
Prof. Sin Yat Ming 1 1

At the meeting, the Nomination Committee has reviewed policies, procedures and criteria adopted for the
nomination of Directors, assessed the independence of the independent non-executive Directors, recommended
to the Board on the re-election of Directors, reviewed the existing structure, size and composition (including
the skills, knowledge, experience and diversity of perspectives) of the Board, and reviewed the terms of
reference of the committee to consider if any proposed changes that deemed appropriate or advisable.

Strategy and Development Committee

As at the date of this Annual Report, the Strategy and Development Committee consists of two members, both
of them are Executive Directors, namely Dr. Szeto Wing Fu (Chairman) and Ms. Wong Pui Chu.

The role of the Strategy and Development Committee is to analyse market trends and help to formulate the
Group's business strategies and plans from time to time, and make appropriate recommendations to the Board.

During the year under review, the Strategy and Development Committee held one meeting which both
members attended. During the meeting, strategies concerning business development and plans relating to the
daily operations of the Group and proposed amendments on the terms of reference of the committee were
discussed and reviewed.

DIRECTOR NOMINATION POLICY

The Company has adopted the Director Nomination Policy which supplements the terms of reference of the
Nomination Committee. The Director Nomination Policy aims at setting out the criteria and process in the
nomination and appointment of Directors; ensuring that the Board has a balance of skills, experience and
diversity of perspectives appropriate to the Company; and ensuring the Board continuity and appropriate
leadership at Board level. The policy applies to the Directors and where applicable, senior management with
the aim of promoting to the Board positions under the succession planning of the Company.
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The content of the policy is summarised as follows:

Selection Criteria
In evaluating and selecting any candidate for directorship, the following criteria should be considered:

- character and integrity;

- qualifications including professional qualifications, skills, knowledge and experience and diversity aspects
under the Board Diversity Policy that are relevant to the Company’s business and corporate strategy;

- any measurable objectives adopted for achieving diversity on the Board;

- requirement for the Board to have independent directors in accordance with the Listing Rules and whether
the candidate would be considered independent with reference to the independence guidelines set out in
the Listing Rules;

- any potential contributions the candidate can bring to the Board in terms of qualifications, skills,
experience, independence and diversity of perspectives;

- willingness and ability to devote adequate time to discharge duties as a member of the Board and/or
Board committee(s) of the Company; and

- such other perspectives that are appropriate to the Company’s business and succession plan that may
be adopted and/or amended by the Board and/or the Nomination Committee from time to time for
nomination of Directors and succession planning.

Nomination Process
Appointment of New Director

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

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

- The Nomination Committee should then recommend to the Board to appoint the appropriate candidate
for directorship, as applicable.

- For any person that is nominated by a shareholder for election as a Director at the general meeting of
the Company, the Nomination Committee and/or the Board should evaluate such candidate based on the

criteria as set out above to determine whether such candidate is qualified for directorship.

- Where appropriate, the Nomination Committee and/or the Board should make recommendation to
shareholders in respect of the proposed election of Director at the general meeting.
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Re-election of Director at General Meeting

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

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

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

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

The Nomination Committee will conduct regular review on the structure, size and composition of the Board
and the policy and where appropriate, make recommendations on changes to the Board to complement the
Company'’s corporate strategy and business needs.

The policy has been published on the Company’s website for public information.

Board Diversity Policy

The Company recognises and embraces the benefits of having a diverse Board to enhance the quality of its
performance. The Company has an official written policy, the Board Diversity Policy, relating to the diversity of
Board members, which aims to set out the approach to achieve diversity on the Board.

Pursuant to the policy, board diversity has been considered from a number of aspects including but not limited
to gender, age, cultural and educational background, ethnicity, professional experience, skills, knowledge and
length of service. All Board appointments will be based on meritocracy, and candidates will be considered
against objective criteria, having due regard for the benefits of perspectives of diversity within the Board.
Selection of candidates will be based on a range of diversity perspectives appropriate to the requirements of
the Company’s business operations and environment as well as the industry in which the Company operates.
The ultimate decision will be based on merit and contribution that the selected candidates will bring to the
Board.

44  Hung Fook Tong Group Holdings Limited



!

2 CORPORATE GOVERNANCE REPORT

In accordance with the requirements under the CG Code, the Company has set an initial target that no single
gender should account for more than 90% of the total members of the Board.

Regarding the Board's current composition, the Board comprises five male and one female Directors which
represent 83% and 17%, respectively, of the total members of the Board, with different age, experience,
background and diversity perspectives, which have been disclosed in biographical information shown in
“Directors and Senior Management” on pages 21 to 24 of this Annual Report.

As at 31 December 2025, the overall workforce of the Group consisted of approximately 27% male and 73%
female employees. At the senior management level there were four male and five female members. The Group
has in place a mechanism to support diversity across all facets including but not limited to gender diversity. The
Group treats every employee equally, adheres to equal pay for equal work and equal opportunities for different
genders. For further details of the diversity of the workforce of the Group, please refer to the Group's 2025
ESG Report which will be published in April 2026.

The Nomination Committee will continuously monitor and review the implementation and operation of this
policy and the progress towards achieving the measurable objectives, and also review this policy to ensure its
effectiveness from time to time, as appropriate. The Nomination Committee reports to the Board annually and
recommends any revisions that may be required for the Board'’s consideration and approval.

The policy has been published on the Company’s website for public information.

Corporate Governance Functions

The Board is responsible for reviewing the Company’s corporate governance policies and practices, ensuring
adequate and proper training and continuous professional development of Directors and senior management,
reviewing the Company's policies and practices on compliance with legal and regulatory requirements, the
Code of Conduct, Model Code and CG Code and ensuring the proper disclosure in this Corporate Governance
Report.
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Risk Management and Internal Control

The Board is responsible for maintaining adequate risk management and internal control systems to safeguard
shareholders’ investments and the Group’s assets, and reviewing its effectiveness annually through the Audit
Committee. The Audit Committee reports to the Board on any material issues and makes recommendations
to the Board. Procedures have been put in place to safeguard the Group’s assets against unauthorised use or
disposal, to ensure proper accounting records are kept so that reliable financial information can be provided
when required, and to ensure compliance with all applicable laws and regulations. These procedures have been
based on industry norms and are designed to provide reasonable assurance and protection against errors,
losses and fraud.

The Company has established an internal audit department whose job is to conduct regular risk assessment and
internal audits of the Group. These are risk-based audits designed to review the effectiveness of the Group’s
risk management and material internal controls so as to provide assurance that key business and operational
risks are identified and managed, and to ensure that the risk management and internal control measures are
carried out appropriately and are functioning as intended. During the year, the Company has appointed a firm
of independent internal control consultants to work closely with the internal audit department to achieve the
above mentioned objectives. The firm of independent internal control consultants reports its findings to the
Audit Committee and the Board and makes recommendations to optimise the risk management and internal
control systems of the Group.

The Group has also established a set of risk management policies and measures, which have been codified in its
policies and adopted by it. Such policies and measures are designed to manage rather than eliminate the risk
of failure to achieve business objectives, and can only provide reasonable but not absolute assurance against
material misstatement or loss. The ultimate goal of the Group's risk management policies and measures is to
bring focus and effort to the issues in its business operations that create impediments to the Group's success.
The Group's risk management process starts with identifying the major risks associated with its business,
industry and market in the ordinary course of business. Depending on the likelihood and potential impacts of
the relevant risks exposed to the Group, the management will prioritise the risks and will either take immediate
mitigating action, devise contingency plan or conduct periodic review in accordance with the contingency plan.

All operating departments are responsible for identifying and analysing the risks associated with their
respective function, preparing risk mitigation plans, measuring effectiveness of such risk mitigation plans and
reporting status of risk management. Assisted by the independent internal control consultants, the internal
audit department is responsible for coordinating and advising on matters in relation to risk management and
corporate governance matters of the Group, while the Audit Committee and ultimately the Board will supervise
the implementation of the Group's risk management policies and measures.
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The management has confirmed to the Board and the Audit Committee that based on a review of the risk
management and internal control systems of the Group performed during the year ended 31 December 2025,
they are considered to be effective and adequate. The Board has also reviewed the adequacy of resources,
qualifications and experience of staff of the Group’s accounting, internal audit and financial reporting functions,
and their training programmes and budget and considered that the Group had adequate staff resources with
the competence, qualifications and experience necessary for the effective performance of its accounting,
internal audit and financial reporting functions.

The Group also has a formal written whistle-blowing policy to enable staff members to communicate their
concerns about any aspect of risks and internal operations.

In relation to the handling and dissemination of inside information in accordance with the Listing Rules and
the Securities and Futures Ordinance (Cap. 571 of the Laws of Hong Kong), the Group has adopted measures
including raising awareness of confidentiality in the Group, issuing notices regarding “black-out” period and
restrictions on dealings to Directors and employees on a regular basis to ensure compliance when handling and
disclosing inside information.

Auditor’'s Remuneration

The remuneration paid or payable to PricewaterhouseCoopers, independent auditor of the Company in respect
of audit and non-audit services, was as follows:

2025
HK$'000

Audit services
- Interim review for six months ended 30 June 2025 and the audit services for the
year ended 31 December 2025 2,439
Non-audit service
- Agreed-upon procedures in respect of preliminary announcement (PN730) 11

Total 2,450

Directors’ and Auditor’s Responsibilities for the Financial Statements

The Directors acknowledge their responsibility for the preparation of financial statements of the Group which
give a true and fair view. In preparing the consolidated financial statements which give a true and fair view, it
is fundamental that appropriate accounting policies are selected and applied consistently. The statement of the
external auditor about its reporting responsibilities on the consolidated financial statements is set out in the
independent auditor’s report on pages 51 to 58 of this Annual Report.

Company Secretary

Mr. Lau Siu Ki (“Mr. Lau”) of Hin Yan Consultants Limited, an external service provider, has been engaged by
the Company as the company secretary. The primary contact person at the Company, whom Mr. Lau contacts
for all matters relating to the duties and responsibilities of the company secretary, is Dr. Szeto Wing Fu, Chief
Executive Officer and executive Director. During the year under review, Mr. Lau confirmed that he had taken
no less than 15 hours of relevant professional training.
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Investor Relations and Shareholders’ Rights

The Company is committed to maintaining effective and timely dissemination of the Company's information to
its shareholders and the market, and ensuring that shareholders and prospective investors have the available
information reasonably required to make informed assessments of the Company's strategy, operations and
financial performance. The Company has established a shareholders’ communication policy in relation to
communicating with its shareholders and potential investors and providing regular communications to its
shareholders.

During the year under review, the Company organised various investor relations programs aiming at increasing
the transparency of the Company, enhancing communication with shareholders and investors, increasing their
understanding and confidence of the Group’s business and promoting market recognition of and support to
the Company. Moreover, the annual shareholders’ meeting and other shareholders’ meeting(s) of the Company
are also forum for communication by the Company with its shareholders, and for shareholder participation.
The Company encourages and supports shareholders’ participation in shareholders’ meetings. In addition, the
Company’s website (www.hungfooktongholdings.com) contains extensive company information which is easily
accessible for investors and shareholders. Mechanisms for enabling shareholder participation will be reviewed
on a regular basis by the Board to encourage the highest level of participation.

The Board has reviewed its prevailing shareholders’ communication policy during the year, and believes that,
in light of the multiple channels of communication and engagement in place as stated above, the current
shareholders’ communication policy of the Company has been properly implemented during 2025 and is
effective.

As one of the measures to safeguard shareholders’ interest and rights, separate resolutions are proposed
at shareholders’ meetings on each substantial issue, including the election of individual Directors, for
shareholders’ consideration and voting. All resolutions put forward at shareholders’ meeting will be voted by
poll pursuant to the Listing Rules and the poll voting results will be published on the websites of the Stock
Exchange and the Company after the relevant meeting.

Dividend Policy

The Company has adopted a dividend policy (the “Dividend Policy”), which aims at setting out the principles
and guidelines that the Company intends to apply in relation to the declaration, payment or distribution of its
net profits as dividends to the shareholders of the Company. Under the policy, in recommending or declaring
dividends, the Company shall maintain adequate cash reserve for meeting its working capital requirements and
future growth as well as its shareholder value.

A summary of Dividend Policy is disclosed as below:
The Company does not have any pre-determined dividend payout ratio.
The Board has the discretion to declare and distribute dividends to the shareholders of the Company, subject

to the Articles of the Association of the Company and all applicable laws and regulations and the various
factors stipulated.
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Regarding the declaration and payment of dividends, the Board considers the Group's financial condition,
results of operation and level of cash; statutory and regulatory restrictions; future prospects and any other
factors that the Board may consider relevant. Depending on the financial conditions of the Company and the
Group and the conditions and factors as set out above, interim dividend, final dividend, special dividend and
any distribution of net profits that the Board may deem appropriate may be proposed and/or declared by the
Board for a financial year or period.

Any final dividend for a financial year will be subject to shareholders’ approval.

The Company may declare and pay dividends by way of cash or scrip or by other means that the Board
considers appropriate.

Any dividend unclaimed shall be forfeited and shall revert to the Company in accordance with the Company's
Articles of Association.

The Board will review the Dividend Policy as appropriate from time to time.

The Dividend Policy has been published on the Company’s website for public information.

Convening an Extraordinary General Meeting by Shareholders

In accordance with Article 58 of the Articles of Association of the Company, an extraordinary general meeting
can be convened at the requisition of any one or more shareholders holding, at the date of deposit of the
requisition, not less than one-tenth of the paid up capital of the Company having the right of voting at general
meetings. Such requisition shall be made in writing to the Board or the company secretary, and such meeting
for the transaction of any business specified in such requisition shall be held within two months after the
deposit of such requisition.

Procedures for Making Proposals at Shareholders’ Meetings and Putting
Forward Enquiries to the Board

There are no provisions in the Articles of Association or the Companies Law of the Cayman Islands for
shareholders to move new resolutions at general meetings. Shareholders who wish to move a resolution
may request the Company to convene a general meeting in accordance with the procedures set out in the
preceding paragraph.

Shareholders can also send enquiries and proposals putting forward for shareholders’ consideration at
shareholders’ meetings to the Board in writing to the Hong Kong office of the Company whose address is as
follows or directly by raising questions at the general meetings of the Company.

Address: Hung Fook Tong Group Holdings Limited
11 Dai King Street
Tai Po Industrial Estate
Tai Po, New Territories
Hong Kong
(For the attention to Directors’ office)

Telephone: (852) 3651 2000
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For the avoidance of doubt, shareholders must deposit and send the original duly signed written requisition,
notice or statement, or enquiry (as the case may be) to the above address and provide their full name, contact
details and identification in order to give effect thereto. Shareholders’ information may be disclosed as

required by law.

Articles of Association

During the year ended 31 December 2025, the Company has not made any amendment to its Memorandum
and Articles of Association. An up-to-date version of the Company’s Memorandum and Articles of Association
is available on the Company’s website and the Stock Exchange's website.
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Independent Auditor’s Report
To the Shareholders of Hung Fook Tong Group Holdings Limited
(incorporated in the Cayman Islands with limited liability)

OPINION
What we have audited

The consolidated financial statements of Hung Fook Tong Group Holdings Limited (the “Company”) and its
subsidiaries (the “"Group”), which are set out on pages 59 to 139, comprise:

° the consolidated statement of financial position as at 31 December 2025;

o the consolidated statement of profit or loss and other comprehensive income for the year then ended;
o the consolidated statement of changes in equity for the year then ended;

° the consolidated statement of cash flows for the year then ended; and

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

Our opinion

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

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong Standards on Auditing ("HKSAs") as issued by the
HKICPA. Our responsibilities under those standards are further described in the Auditor's Responsibilities for
the Audit of the Consolidated Financial Statements section of our report. We believe that the audit evidence
we have obtained is sufficient and appropriate to provide a basis for our opinion.

Independence

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

PricewaterhouseCoopers

22/F Prince’s Building, Central

Hong Kong SAR, China
www.pwchk.com T: +852 2289 8888, F: +852 2810 9888
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KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit
of the consolidated financial statements of the current period. These matters were addressed in the context of
our audit of the consolidated financial statements as a whole, and in forming our opinion thereon, and we do

not provide a separate opinion on these matters.

Key audit matters identified in our audit are summarised as follows:

° Revenue recognition; and

. Impairment of retail store assets

Key Audit Matters

Revenue recognition

Refer to Note 5, Note 6 and Note 30 to the
consolidated financial statements.

The Group recognised revenue from sale of goods
amounting to HK$600,282,000 for the year ended
31 December 2025, of which HK$459,512,000 was
contributed from its retail business.

Revenue from the sale of goods is recognised when
control of goods is transferred to a customer and at the
amount to which the entity expects to be entitled.

As part of the Group's ordinary activities for the retail
business, pre-paid coupons and credits are issued, sold
and granted to customers, and the receipts in respect
of which are deferred and recognised as ‘receipts in
advance’ on the consolidated statement of financial
position.
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How our audit addressed the Key Audit Matters

We understood, evaluated and tested
management'’s key controls in respect of revenue
recognition from the sale of goods, including
the recording of proceeds received from the
sales of pre-paid coupons and credits as receipts
in advance, and revenue recognition based
on numbers of pre-paid coupons and credits

redeemed and expired.

We, with the assistance of our internal specialists
over information technology (“IT") systems,
identified and evaluated IT systems relevant to
retail business and the design, implementation
and operating effectiveness of key automated
controls over the recognition of revenue, with
particular attention to the controls over capturing
and recording transactions for pre-paid coupons
and credits.
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KEY AUDIT MATTERS (continued)

Key Audit Matters How our audit addressed the Key Audit Matters

Revenue recognition (Continued)

We focus on revenue recognition, in particular for retail We conducted substantive testing of occurrence
business, due to its magnitude and the nature of the of revenue from sale of goods through retail
Group's business. The recording of revenue in respect operations, and income from pre-paid coupons
of the retail business involves high volume of small and credits redeemed and expired during the
transactions through various IT systems. Any errors year, on a sample basis, with reference to the
arising from capturing of data or interfaces of data underlying records. We also inspected, on a
amongst the various IT systems may have significant sample basis, cash receipts from customers during
impacts on revenue recognition. Therefore, it requires the year from pre-paid coupons and credits with
significant time and resource to audit. reference to the underlying records.

Our work also included testing of a sample of
revenue-related journal entries on risk based
criteria.

Based on the procedures performed above, we
found that the Groups' revenue transactions
being tested were recognised in a manner
consistent with the Group's revenue recognition
accounting policy.
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KEY AUDIT MATTERS (continued)
Key Audit Matters

How our audit addressed the Key Audit Matters

Impairment of retail store assets

Refer to Note 4(b), Note 15 and Note 17(a) to the
consolidated financial statements.

The Group had approximately HK$219,533,000 and
HK$162,109,000 of property, plant and equipment
(“PPE"”) and right-of-use (“ROU") assets as at 31
December 2025 respectively, of which approximately
HK$6,342,000 and HK$110,339,000 were attributable to
its retail stores respectively. The carrying amounts of the
retail store assets are written down to their recoverable
amounts if the assets’ carrying amounts are greater than
their estimated recoverable amounts.

Management considers each individual retail store as a
separate identifiable cash-generating unit and monitor
their financial performance for impairment indicators.
Management has identified loss-making stores for
impairment assessment for the year ended 31 December
2025.
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We understood and evaluated management'’s
process of identifying retail stores with
impairment indicators.

We understood the management’s internal
controls in respect of the assessment of the
recoverable amounts of retail store assets and
assessed the significant judgement made and the
degree of estimation uncertainty involved.

We compared prior year's forecast with actual
performance of the current year and made
enquiries for the reasons of any significant
variations identified.

We enquired of management in relation to key
assumptions in their business plan and evaluated
the key assumptions applied, such as revenue
growth rate, percentage change of gross profit
margin and operating costs by comparing them
to historical information and our understanding of
latest market information and conditions.
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KEY AUDIT MATTERS (continued)

Key Audit Matters

Impairment of retail store assets (Continued)

Impairment losses of ROU assets of HK$941,000 were
recognised in the consolidated statement of profit or
loss and other comprehensive income in accordance
with the impairment assessment. The recoverable
amounts of retail store assets are determined by value-
in-use (“VIU") calculations using discounted cash flow
projections based on the management’s forecast
covering the remaining tenure of the lease, with major
assumptions such as change in revenue, gross profit
margin and operating costs of individual store.

We focused on this area because the inherent risk
in relation to impairment assessment of PPE and
ROU assets is considered higher due to subjectivity
of assumptions used in the discounted cash flow
projections such as forecasted sales and operating
costs and the higher degree of estimation uncertainty
of recoverable amounts of PPE and ROU assets of the
retail stores.

How our audit addressed the Key Audit Matters

We checked the tenure of the leases of the retail
stores to the lease agreements and recomputed
the impairment loss calculation.

We involved internal expert in checking the
reasonableness of discount rate used.

Based on the procedures performed above, we
found that the Groups’ impairment assessments
of PPE and ROU assets of retail stores are
supported by available evidence.
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OTHER INFORMATION

The directors of the Company are responsible for the other information. The other information comprises all
of the information included in Hung Fook Tong Group Holdings Limited 2025 Annual Report other than the
consolidated financial statements and our auditor’s report thereon, which we obtained prior to the date of this
auditor’s report, and the Environmental, Social and Governance Report, which is expected to be made available
to us after that date.

Our opinion on the consolidated financial statements does not cover the other information and we do not and
will 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 identified above 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.

When we read the Environmental, Social and Governance Report, if we conclude that there is a material
misstatement therein, we are required to communicate the matter to Audit Committee and take appropriate
action considering our legal rights and obligations.

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

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

In preparing the consolidated financial statements, the directors are responsible for assessing the Group's
ability to continue as a going concern, disclosing, as applicable, matters related to going concern and using
the going concern basis of accounting unless the directors either intend to liquidate the Group or to cease

operations, or have no realistic alternative but to do so.

The Audit Committee is responsible for overseeing the Group’s financial reporting process.
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AUDITOR’'S RESPONSIBILITIES FOR THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. We report our opinion solely to you, as a body, 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 judgment and maintain professional
scepticism throughout the audit. We also:

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

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.

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 auditor’s report to
the related disclosures in the consolidated financial statements or, if such disclosures are inadequate,
to modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our
auditor’s report. However, future events or conditions may cause the Group to cease to continue as a
going concern.

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

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

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

The engagement partner on the audit resulting in this independent auditor’s report is Ho Chun Yu (practising
certificate number: P06356).

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 30 March 2026
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3 CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND"

HING FOOK oG OTHER COMPREHENSIVE INCOME

FOR THE YEAR ENDED 31 DECEMBER 2025

Year ended 31 December

2025 2024
HK$'000 HK$'000
Revenue 5,6 600,282 620,732
Cost of sales 8 (242,946) (251,732)
Gross profit 357,336 369,000
Other income, net 7 1,250 2,773
Selling and distribution costs 8 (50,369) (51,474)
Administrative and operating expenses 8 (316,468) (328,482)
Impairment loss on financial assets 8 (232) (141)
Operating loss (8,483) (8,324)
Finance income 10 82 148
Finance costs 10 (8,228) (10,108)
Finance costs, net 0 ( 8,146) ____________ (9,960)
Loss before income tax (16,629) (18,284)
Income tax credit 11 1,998 2,474
Loss for the year (14,631) (15,810)
(Loss)/profit attributable to:
Owners of the Company (16,718) (13,693)
Non-controlling interests 2,087 (2,117)
(14,631) (15,810)
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os:n, CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND

OTHER COMPREHENSIVE INCOME

FOR THE YEAR ENDED 31 DECEMBER 2025

Year ended 31 December

2025 2024
HK$'000 HK$°000

Other comprehensive income/(loss):
Item that may be reclassified to profit or loss
- Currency translation differences 5,808 (5,738)

Item that will not be reclassified to profit or loss

— Remeasurements of employee benefit obligations 17 873
Other comprehensive income/(loss), net of tax 5,825 (4,865)
Total comprehensive loss for the year (8,8006) (20,675)

Total comprehensive (loss)/income attributable to:

Owners of the Company (11,068) (18,400)
Non-controlling interests 2,262 (2,275)
(8,8006) (20,675)

Loss per share for loss attributable to owners of the
Company
— Basic and diluted (HK cents) 12 (2.55) (2.09)

The above consolidated statement of profit or loss and other comprehensive income should be read in
conjunction with the accompanying notes.
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, CONSOLIDATED STATEMENT OF"
T FINANCIAL POSITION

AS AT 31 DECEMBER 2025

As at 31 December

2025 2024
HK$'000 HK$'000
ASSETS
Non-current assets
Property, plant and equipment 15 219,533 233,150
Right-of-use assets 17(a) 162,109 172,034
Intangible assets 16 889 1,593
Prepayments and deposits 21 18,159 21,083
Deferred income tax assets 25 12,937 10,568
__________ B 438,428
Current assets
Inventories 18 26,228 24,938
Trade receivables 20 41,439 53,049
Prepayments, deposits and other receivables 21 45,821 43,291
Prepaid tax 379 296
Cash and cash equivalents 22 119,022 110,247
__________ 232,889 231821
Total assets 646,516 670,249
EQUITY
Equity attributable to owners of the Company
Share capital 23 6,559 6,559
Reserves 24 242,124 253,192
248,683 259,751
Non-controlling interests (22,288) (24,550)
Total equity 226,395 235,201
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FINANCIAL POSITION

AS AT 31 DECEMBER 2025

As at 31 December

2025
HK$'000
LIABILITIES
Non-current liabilities
Lease liabilities 17(b) 53,866 55,464
Provision for reinstatement costs 29 6,548 5,057
Deferred income tax liabilities 25 4,766 5,014
Bank borrowings 31 4,784 5,001
Employee benefit obligations 26 4,664 3,992
___________ . 74528
Current liabilities
Trade payables 27 32,834 30,140
Accruals and other payables 28 50,546 52,277
Provision for reinstatement costs 29 3,060 3,485
Receipts in advance 30 168,319 162,555
Lease liabilities 17(b) 69,779 77,551
Bank borrowings 31 20,475 33,753
Current income tax liabilities 480 759
__________ 345.493% 360,520
Total liabilites 4 20,121 435,048
Total equity and liabilities 646,516 670,249
Net current liabilities (112,604) (128,699)
Total assets less current liabilities 301,023 309,729

The above consolidated statement of financial position should be read in conjunction with the accompanying
notes.

The consolidated financial statements on pages 59 to 139 were approved by the Board of Directors on 30
March 2026 and were signed on its behalf.

TSE Po Tat WONG Pui Chu
Director Director
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HUNG FOOK TONG

CONSOLIDATED STATEMENT OF"
CHANGES IN EQUITY

FOR THE YEAR ENDED 31 DECEMBER 2025

For the year ended 31 December 2025
Balance at 1 January 2025

Comprehensive (loss/income
(Loss)/profit for the year

Other comprehensive income/(loss)

Currency translation diferences
Remeasurements of employee benefit obligations

Total comprehensive income/loss) for the year

Balance at 31 December 2025

For the year ended 31 December 2024
Balance at 1 January 2024

Comprehensive loss
Loss for the year

Other comprehensive (loss)/income

Currency translation differences
Remeasurements of employee benefit obligations

Total comprehensive loss for the year

Balance at 31 December 2024

Share
capital

(Note 23)

HKS'000

Share
premium
HKS000

Attributable to owners of the Company

Capital ~ Share-based
reserve - compensation Other

Exchange

(Note 24) reserve  reserves  reserve
HK$000 HK$'000  HK$'000  HK§'000

Retained
earnings
(Note 24)
HKS'000

Non-
controlling Total
Total interests equity
HKS'000  HKS'000  HK$'000

WM s a0 m) eS8 N ws s
- - - - - - (16718) (16718 2,087 (14,631)
- - - - - 5,609 - 5,609 199 5,808
- - 5 = - - I i (24) 11
S B, 1
6,559 188,104 8,123 5,421 2304 (7784) 45866 248,683  (22,288) 226,395
I TV N N T <
- - - - - - (13693 (13,6%) D (15810
- - - - - (5,600 - (5,600 (138) (5,738)
- - - - - - 893 893 (20 873
SR B L - I
6559 188,104 8123 542 2304 (13393) 62543 289751 (24550 235201

The above consolidated statement of changes in equity should be read in conjunction with the accompanying

notes.
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Os:: CONSOLIDATED STATEMENT OF
CASH FLOWS

FOR THE YEAR ENDED 31 DECEMBER 2025

Year ended 31 December

2025 2024
HK$'000 HK$°000

Cash flows from operating activities

Cash generated from operations 33(a) 129,903 140,438
Income tax (paid)/refunded (1,016) 426
Net cash generated from operating activities 128,887 140,864

Cash flows from investing activities

Purchase of property, plant and equipment (8,966) (15,509)
Proceeds from disposal of property, plant and equipment 33(b) - 28
Reinstatement costs paid for shop and office premises (476) (755)
Interest received 10 82 148
Net cash used in investing activities (9,360) (16,088)

Cash flows from financing activities

Payment for lease liabilities (including interest) 17(b) (96,192) (102,095)
Proceeds from bank borrowings 53,570 118,512
Repayment of bank borrowings (67,444) (116,324)
Interest paid on borrowings 10 (1,412) (2,433)
Net cash used in financing activites (111,478) __________ ( 102,340)
Net increase in cash and cash equivalents 8,049 22,436
Effect of currency translation difference 726 (719)
Cash and cash equivalents at beginning of year 110,247 88,530
Cash and cash equivalents at end of year 22 119,022 110,247

The above consolidated statement of cash flows should be read in conjunction with the accompanying notes.
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. NOTES TO THE CONSOLIDATED

W oK o8 FINANCIAL STATEMENTS

1 GENERAL INFORMATION

Hung Fook Tong Group Holdings Limited (the “Company”) was incorporated in the Cayman Islands on 10
January 2014 as an exempted company with limited liability under the Companies Law, Cap 22 (Law 3 of
1961, as consolidated and revised) of the Cayman Islands. The address of its registered office is Cricket
Square, Hutchins Drive, P.O. Box 2681, Grand Cayman, KY1-1111, Cayman Islands.

The Company is an investment holding company. The Company and its subsidiaries (together the “"Group”)
are principally engaged in the retail, wholesale and distribution of bottled drinks, other herbal products,
soups and snacks in Hong Kong and other parts of the People’'s Republic of China (“the PRC" for the
purpose of this set of consolidated financial statements).

The Company’s shares are listed on the Main Board of The Stock Exchange of Hong Kong Limited.

These consolidated financial statements are presented in Hong Kong dollars ("HK$"), unless otherwise
stated and have been approved for issue by the Board of Directors of the Company on 30 March 2026.

2 BASIS OF PREPARATION

The principal accounting policies applied in the preparation of these consolidated financial statements are
set out below. These policies have been consistently applied to all the years presented, unless otherwise
stated.

2.1 Compliance with HKFRS and Hong Kong Companies Ordinance
The consolidated financial statements of the Company have been prepared in accordance with
HKFRS Accounting Standards as issued by the Hong Kong Institute of Certified Public Accountants
("HKICPA") and the disclosure requirements of the Hong Kong Companies Ordinance (Cap. 622).
HKFRS Accounting Standards comprise the following authoritative literature:
o Hong Kong Financial Reporting Standards,
o Hong Kong Accounting Standards, and
o Interpretations developed by the Hong Kong Institute of Certified Public Accountants.
The preparation of the consolidated financial statements in conformity with HKFRS Accounting
Standards requires the use of certain critical accounting estimates. It also requires management
to exercise its judgement in the process of applying the Group’s accounting policies. The areas

involving a higher degree of judgement or complexity, or areas where assumptions and estimates are
significant to consolidated financial statements, are disclosed in Note 4.

2.2 Historical cost convention

The consolidated financial statements have been prepared under the historical cost convention.
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2 BASIS OF PREPARATION (continued)

2.3 Basis of going concern

As at 31 December 2025, the Group's current liabilities exceeded its current assets by
HK$112,604,000 (31 December 2024: HK$128,699,000). Besides, the Group recorded a loss for the
year ended 31 December 2025 of HK$14,631,000 (2024: HK$15,810,000). Included in the current
liabilities as at 31 December 2025 were non-refundable receipts in advance from customers of
HK$168,319,000 which will gradually reduce over time through utilisation of coupons in exchange for
products by customers and expiration of coupons. Excluding the non-refundable receipts in advance
from customers, the net current liabilities of the Group as at 31 December 2025 would have become
net current assets of HK$55,715,000. The directors of the Company are of the opinion that, taking
into account the anticipated cash inflows generated from the Group’s operations as well as the
possible changes in its operating performance and the continued availability of the Group’s banking
facilities, the Group will have sufficient working capital to fulfil its financial obligations as and when
they fall due in the coming 12 months from 31 December 2025. Accordingly, these consolidated
financial statements have been prepared on a going concern basis.

2.4 Certain amendments to existing standards adopted by the Group

The Group has applied the following amendments to existing standards for the first time for their
annual reporting period commencing 1 January 2025:

HKAS 21 and HKFRS 1 (Amendments) Lack of Exchangeability

The above amendments to existing standards did not have any material impact on the results and
financial position of the Group.

2.5 Certain new standards, amendments to existing standards and

interpretation issued not yet adopted by the Group

The following new standards, amendments to existing standards and interpretation have been issued
but are not effective for the financial year beginning on or after 1 January 2025 and have not been
early adopted:

Effective for
annual periods

beginning on

or after
HKFRS 9 and HKFRS 7 Classification and Measurement of 1 January 2026
(Amendments) Financial Instruments
HKFRS 1, HKFRS 7, HKFRS 9, Annual Improvements to HKFRS Accounting 1 January 2026
HKFRS 10 and HKAS7 Standards — Volume 11
HKFRS 9 and HKFRS 7 Contracts Referencing Nature-dependent 1 January 2026
(Amendments) Electricity
HKFRS 18 Presentation and Disclosure in Financial 1 January 2027
Statements
HKFRS 19 Subsidiaries without Public Accountability: 1 January 2027
Disclosures
HKFRS 19 (Amendments) Subsidiaries without Public Accountability: 1 January 2027
Disclosures
Hong Kong Interpretation 5 Presentation of Financial Statements — 1 January 2027
(Amendments) Classification by the Borrower of a

Term Loan that Contains a Repayment
on Demand Clause

HKAS 21 (Amendments) Translation to a Hyperinflationary Presentation 1 January 2027
Currency

HKFRS 10 and HKAS 28 Sale or Contribution of Assets between an To be determined

(Amendments) Investor and its Associate or Joint Venture by the HKICPA
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2 BASIS OF PREPARATION (continued)

2.5 Certain new standards, amendments to existing standards and
interpretation issued not yet adopted by the Group (Continued)

HKFRS 18 will replace HKAS 1 ‘Presentation of Financial Statements’, introducing new requirements
that will help to achieve comparability of the financial performance of similar entities and provide
more relevant information and transparency to users. Even though HKFRS 18 will not impact the
recognition or measurement of items in the financial statements, its impacts on presentation and
disclosure are expected to be pervasive, in particular those related to the statement of profit or loss
and other comprehensive income and providing management-defined performance measures within
the financial statements. Management is currently assessing the detailed implications of applying
the new standard on the Group’s consolidated financial statements. From the high-level preliminary
assessment performed, the following potential impacts have been identified:

o Although the adoption of HKFRS 18 will have no impact on the Group’s net profit/(loss), the
Group expects that grouping items of income and expenses in the statement of profit or loss
into the new categories will impact how operating profit is calculated and reported. From
the high-level impact assessment that the Group has performed, the following item might
potentially impact operating profit:

o Foreign exchange differences currently aggregated in the line item ‘other income, net’
in operating profit might need to be disaggregated, with some foreign exchange gains/
(losses) presented below operating profit.

J The line items presented on the primary financial statements might change as a result of the
application of the concept of ‘useful structured summary’ and the enhanced principles on
aggregation and disaggregation.

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

o management-defined performance measures;

o a break-down of the nature of expenses for line items presented by function in the
operating category of the statement of profit or loss - this break-down is only required for
certain nature expenses; and

o for the first annual period of application of HKFRS 18, a reconciliation for each line item
in the statement of profit or loss between the restated amounts presented by applying
HKFRS 18 and the amounts previously presented applying HKAS 1.

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

The Group will adopt the above new standards, amendments to existing standards and interpretation
when they become effective. The Group has already commenced an assessment of the related
impact of adopting the above new standards, amendments to existing standards and interpretation,
and except for HKFRS 18, none of the others are expected to have a material impact on the Group
in the current or future reporting periods and on foreseeable future transactions.
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3 FINANCIAL RISK MANAGEMENT

3.1 Financial risk factors

The Group’s activities expose it to a variety of financial risks: market risk (including foreign
exchange risk and cash flow interest rate risk), credit risk and liquidity risk. The Group's overall risk
management programme focuses on the unpredictability of financial markets and seeks to minimise
potential adverse effects on the Group's financial performance.

Financial risk management is carried out by the finance department under the supervision of the
Board of Directors of the Company. The Board of Directors of the Company provides principles for
overall risk management.

(a) Market risk
(i)  Foreign exchange risk
The Group operates mainly in Hong Kong and is exposed to foreign exchange risk arising
from various currency exposures, primarily with respect to Renminbi (“RMB”). Foreign
exchange risk arises from future commercial transactions and recognised assets and
liabilities denominated in a currency that is not the entity’s functional currency.

As at 31 December 2025, if RMB had strengthened/weakened by 5% (2024: 5%) against
Hong Kong dollar with all other variables held constant, post-tax loss for the year would
have been approximately HK$195,000 lower/higher (2024: HK$185,000) mainly as a result
of foreign exchange gains/losses on translation of RMB denominated cash and cash
equivalents, financial assets and financial liabilities.

(i) Cash flow interest rate risk
The Group's cash flow interest rate risk arises from bank balances and bank borrowings at
floating interest rates.

As at 31 December 2025, if interest rates had been 50 basis points higher/lower and all
other variable were held constant, the Group's post-tax loss for the year would have been
approximately HK$345,000 higher/lower (2024: HK$258,000) mainly attributable to the
Group's exposure to interest rates on its variable rate bank balances and bank borrowings.
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3 FINANCIAL RISK MANAGEMENT (continued)

3.1 Financial risk factors (Continued)
(b) Credit risk

The credit risk of the Group mainly arises from trade receivables, deposits and other receivables
and cash and cash equivalents.

(i)  Risk management

Management considers that the Group has limited credit risk with its banks which are
leading and reputable with investment grade credit rating (Moody's: Baal or above;
Standard & Poor’s: BBB + or above; Fitch: BBB + or above). The Group has not incurred
significant loss from non-performance by these counterparties in the past and management
does not expect so in the future. Therefore, expected credit loss rate of cash at bank is
assessed to be close to zero and no provision was made as at 31 December 2025 and
2024.

Majority of the Group's revenue is received from individual customers in relation to sales
of bottled drinks and other herbal products, soups and snacks for the retail business and
are transacted in cash or credit cards. The Group's trade receivables arise primarily from
sales of bottled drinks to wholesalers and distributors. As at 31 December 2025, top five
customers of the Group accounted for approximately 62% (2024: 49%) to the total trade
receivables of the Group. The Group has set up long-term cooperative relationship with
these customers.

In view of the history of business dealings with the customers and the collection history of
these receivables due from them, management believes that there is no material credit risk
inherent in the Group's outstanding receivable balance due from these customers saved
for the debtor related to the impaired trade receivable disclosed below. Management
makes periodic assessment on the recoverability of trade and other receivables based on
historical payment records, the length of the overdue period, the financial strength of the
debtors, relationship with counterparties, and whether there are any disputes with the
debtors. The Group’s historical experience in collection of trade and other receivables
falls within the recorded allowances and the directors of the Company are of the opinion
that adequate provision for uncollectible receivables has been made in these consolidated
financial statements.

(i) Impairment of financial assets
The Group has three main types of financial assets that are subject to the expected credit
loss model:
. trade receivables;

o cash and cash equivalents; and

° other financial assets measured at amortised costs (including deposits and other
receivables).

While cash and cash equivalents are also subject to the impairment requirements of HKFRS
9, the identified impairment loss was immaterial.
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3 FINANCIAL RISK MANAGEMENT (continued)

3.1 Financial risk factors (Continued)

(b) Credit risk (Continued)
(i) Impairment of financial assets (Continued)

Trade receivables

The Group applies the HKFRS 9 simplified approach to measuring expected credit losses
which uses a lifetime expected loss allowance for all trade receivables. Trade receivables
are grouped by business segments, geographical locations and credit risk characteristics.
The Group measures the expected credit losses of respective groups on a combination
of both individual basis and collective basis for likelihood of recovery, taking into
consideration their credit rating, general industrial default rates and historical credit loss
experience.

The Group divided trade receivables into four categories. Category 1 is for customers
conducting wholesale business in the Hong Kong and other regions; Category 2 is
for customers conducting wholesale business in the PRC; Category 3 is for corporate
customers in Hong Kong retail segment; and Category 4 is for receivables from electronic
payment service providers in Hong Kong retail segment. With different types of customers,
the Group calculated the respective expected loss rate for different type of customers.

Measurement of expected credit loss — individual basis

To measure the expected credit losses, the management assessed the credit risk of listed
customers individually with reference to the credit rating report in the market and also
the default history of the customers. The loss rates are further adjusted to reflect current
and forward-looking information on macroeconomic factors affecting the ability of the
customers to settle the receivables. The Group has identified the gross domestic product
growth and the money supply in Hong Kong, and gross domestic product growth and
merchandise trade balance in the PRC to be the most relevant forward-looking factors,
and accordingly adjust the default rate based on expected changes in these factors.
As these listed customers are classified as investment grade with credit rating between
Baa3 and Aaa with reference to the Moody’s credit agency report, the Directors of the
Company are of the opinion that the expected credit loss of these customers is not
significant.

Measurement of expected credit loss — collective basis

To measure the expected credit losses, the management assessed the credit risk of non-
listed customers collectively with reference to the general industrial default risk and also
the default history of those customers. The loss rates are further adjusted to reflect current
and forward-looking information on macroeconomic factors affecting the ability of the
customers to settle the receivables. The Group has identified the gross domestic product
growth and the money supply in Hong Kong, and gross domestic product growth and
merchandise trade balance in the PRC to be the most relevant forward-looking factors,
and accordingly adjust the default rate based on expected changes in these factors.

In addition to the individual and collective assessment of the listed and non-listed
customers respectively, receivables relating to customers with known financial difficulties
or significant doubt on collection of receivables are assessed individually for separate
provision for impairment allowance.
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3 FINANCIAL RISK MANAGEMENT (continued)

3.1 Financial risk factors (Continued)

(b) Credit risk (Continued)
(if) Impairment of financial assets (Continued)
Trade receivables (Continued)
The loss allowance in respect of individual and collective basis is summarised as follows:

Lifetime
expected Gross Lifetime Net

credit  carrying expected  carrying
loss rate amount credit loss amount
HK$'000  HK$'000  HK$'000

31 December 2025

Customers conducting wholesale business
in Hong Kong and other regions:
Provision for individual basis 2.4% 41 (1) 40
Provision for collective basis 1.0% 29,724 (301) 29,423

Customers conducting wholesale business in the PRC:

Provision for individual basis 0% 144 - 144

Provision for collective basis 3.8% 1,850 (70) 1,780
Corporate customers in Hong Kong retail segment:

Provision for individual basis 0% 728 - 728

Provision for collective basis 1.1% 8,192 (89) 8,103
Receivables from electronic payment service

providers in Hong Kong retail segment:

Provision for individual basis 0% 871 - 871

Provision for collective basis 0% 350 - 350
Total 41,900 (461) 41,439
31 December 2024
Customers conducting wholesale business

in Hong Kong and other regions:

Provision for individual basis 0% 18,513 - 18,513

Provision for collective basis 1.4% 12,283 (170) 12,113
Customers conducting wholesale business in the PRC:

Provision for individual basis 0% 13 - 13

Provision for collective basis 3.6% 1,921 (70) 1,851
Corporate customers in Hong Kong retail segment:

Provision for individual basis 0% 10,381 - 10,381

Provision for collective basis 2.6% 9,133 (247) 8,892
Receivables from electronic payment service

providers in Hong Kong retail segment:

Provision for individual basis 0% 1,286 - 1,286
Total 53,530 (481) 53,049

Movements on the Group's provision for impairment of trade receivables are disclosed in
Note 20.
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3 FINANCIAL RISK MANAGEMENT (continued)

3.1 Financial risk factors (Continued)
(b) Credit risk (Continued)

(c)

(ii)

Impairment of financial assets (Continued)

Trade receivables (Continued)

Trade receivables are written off where there is no reasonable expectation of recovery.
Indicators that there is no reasonable expectation of recovery include, amongst others, the
failure of a debtor to engage in a repayment plan with the Group, and a failure to make
contractual payments for a period.

Impairment losses on trade receivables are presented as net impairment losses within
operating profit. Subsequent recoveries of amounts previously written off are credited
against the same line item.

Other financial assets at amortised costs

The Group applies the HKFRS 9 general approach to measuring expected credit losses
of other financial assets on a combination of both individual basis and collective basis
for likelihood of recovery, taking into consideration their credit rating, general industrial
default rates and historical credit loss experience.

Deposits and other receivables were mainly rental deposit and utilities and management
fee deposits. The credit quality of deposits and other receivables has been assessed
with reference to historical information about the default rates and financial position of
the counterparties. Given there is no history of defaults from these counterparties, the
directors of the Company are of the opinion that there was no significant increase in
credit risk and the expected credit loss was limited to 12-month expected credit losses.
Therefore, ECL rate of the deposits and other receivables is assessed to be close to zero
and provision of HK$252,000 was made as at 31 December 2025 (2024: Nil).

Liquidity risk

Prudent liquidity risk management implies maintaining sufficient cash and bank balances, the
availability of funding from an adequate amount of committed credit facilities from leading
banks and the ability to close out market positions.

The Group maintains liquidity by a number of sources including orderly realisation of short-
term financial assets, receivables and certain assets that the Group considers appropriate and
long term financing including long-term borrowings are also considered by the Group in its
capital structuring. The Group aims to maintain flexibility in funding by keeping sufficient bank
balances, committed credit lines available and interest bearing borrowings which enable the
Group to continue its business for the foreseeable future.

Maturity analysis — bank borrowings with cash settlement subject to repayment on demand
clauses based on scheduled repayments including interest payables.

As at 31 December

2025 2024

HK$'000 HK$'000

Within one year 19,737 32,213
Between 1 and 2 years 6,408 2,477
Between 2 and 5 years 29 6,238
26,174 40,928
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3 FINANCIAL RISK MANAGEMENT (continued)

3.1 Financial risk factors (Continued)

(c) Liquidity risk (Continued)
Maturity analysis — undiscounted cash outflows
The table below analyses the non-derivative financial liabilities of the Group into relevant
maturity groupings based on the remaining period at the end of the reporting period to
the contractual maturity date. The amounts disclosed in the table were the contractual
undiscounted cash flows and the earliest date the Group can be required to pay.

For the borrowings which contain a repayment on demand clause which can be exercised at the
bank’s sole discretion, the analysis shows the cash outflow based on the earliest period in which
the Group can be required to pay, that is if the lenders were to invoke their unconditional
rights to call the loans with immediate effect.

On demand Between Between
or within 1 and 2 2 and 5

1 year years years Total
HK$'000 HK$'000 HK$'000 HK$'000

As at 31 December 2025

Trade payables 32,834 - - 32,834

Accruals and other payables
(excluding non-financial liabilities) 36,188 - - 36,188
Bank borrowings 21,234 4,940 - 26,174
Lease liabilities 73,624 40,478 15,008 129,110
163,880 45,418 15,008 224,306

As at 31 December 2024

Trade payables 30,140 - - 30,140

Accruals and other payables
(excluding non-financial liabilities) 37,579 - - 37,579
Bank borrowings 35,772 439 4,717 40,928
Lease liabilities 82,705 44,980 12,428 140,113
186,196 45,419 17,145 248,760

3.2 Capital risk management

The Group’s objectives when managing capital are to safeguard the Group's ability to continue as a
going concern in order to provide returns for shareholders and benefits for other stakeholders and to
maintain an optimal capital structure to reduce the cost of capital. The Group uses bank borrowings
to finance its operations.

In order to maintain or adjust the capital structure, the Group may adjust the amount of dividends
paid to shareholders, return capital to shareholders, issue new shares or sell assets to reduce debt.
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3 FINANCIAL RISK MANAGEMENT (continued)

3.2 Capital risk management (Continued)

Consistent with others in the industry, the Group monitors capital on the basis of the gearing
ratio. This ratio is calculated as net debt divided by total capital. Net debt is defined as total debts
which include bank borrowings and lease liabilities, less cash and cash equivalents. Total capital is
calculated as ‘equity’ as shown in the consolidated statement of financial position, plus net debt,
where applicable.

The Group's strategy was to maintain optimal gearing ratio which the gearing ratio is not higher than
60% as at each balance sheet date.

The gearing ratios at 31 December 2025 and 2024 were as follows:

2025 2024

HK$'000 HK$'000

Bank borrowings (Note 31) 25,259 38,754
Lease liabilities (Note 17(b)) 123,645 133,015
Less: Cash and cash equivalents (Note 22) (119,022) (110,247)
Net debt 29,882 61,522
Total equity 226,395 235,201
Total capital 256,277 296,723
Gearing ratio 11.7% 20.7%

3.3 Fair value estimation

The carrying values of the Group's financial assets, including trade receivables, deposits and other
receivables and cash and cash equivalents, and financial liabilities, including trade payables, accruals
and other payables, lease liabilities and bank borrowings, approximate their fair values.

As of 31 December 2025 and 2024, the Group does not have any financial assets or liabilities which
are required to be carried at fair value.
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4 CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

Estimates and judgements are continually evaluated and are based on historical experience and
other factors, including expectations of future events that are believed to be reasonable under the
circumstances.

The Group makes estimates and assumptions concerning the future. The resulting accounting estimates
will, by definition, seldom equal the related actual results. The estimates and assumptions that have a
significant risk of causing a material adjustment to the carrying amounts of assets and liabilities within the
next financial year are discussed below:

(a) Useful lives and depreciation and amortisation of property, plant and
equipment and intangible assets

Management determines the estimated useful lives and depreciation and amortisation charges for
the Group's property, plant and equipment and intangible assets. These estimates are based on the
historical experience of the actual useful lives of property, plant and equipment and intangible assets
of similar nature and functions, or based on the estimated periods that the Group intends to derive
future economic benefits from the use of these assets. Management will revise the depreciation and
amortisation charges where useful lives are different to previous estimated, and estimate the useful
lives based on whether the asset is obsolete or non-strategic.

(b) Impairment of non-financial assets

Assets are reviewed for impairment whenever events or changes in circumstances indicate that the
carrying amount of the assets may not be recoverable. An impairment loss is recognised for the
amount by which the asset’s carrying amount exceeds its recoverable amount. The recoverable
amount of an asset or a cash generating unit is determined based on the higher of an asset’s fair
value less costs of disposal and value-in-use calculations prepared on the basis of management'’s
assumptions and estimates.

(c) Net realisable value of inventories

Net realisable value of inventories is the estimated selling price in the ordinary course of business,
less estimated costs of completion and selling expenses. These estimates are based on the current
market condition and the historical experience of selling products of similar nature. It could change
significantly as a result of changes in customer taste and competitor actions in response to severe
industry cycle. Management reassesses these estimates at each statement of financial position date.

(d) Provision for impairment of trade and other receivables

The Group follows the guidance of HKFRS 9 to determine when trade and other receivables are
impaired. This determination requires significant judgement and estimation based on assumptions
about risk of default and expected loss rates. In making this judgement and estimation, the Group
evaluates, among other factors, the duration of receivables and the financial health and collection
history of individual debtors and expected future change of credit risks, including the consideration
of factors such as general economy measure, changes in macroeconomic indicators etc. Details of
the assumptions and inputs used are discussed in Note 3.1(b).
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4 CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS (continued)

(e) Income taxes

The Group is subject to income taxes in Hong Kong and in the PRC. Significant judgement is
required in determining the provision for income taxes. There are many transactions and calculations
for which the ultimate tax determination is uncertain during the ordinary course of business. Where
the final tax outcome of these matters is different from the amounts that were initially recorded,
such differences will impact the current and deferred income tax assets and liabilities in the period in
which such determination is made.

Deferred income tax assets relating to temporary differences and tax losses are recognised when
management considers it is likely that future taxable profits will be available against which the
temporary differences or tax losses can be utilised. When the expectations are different from the
original estimates, such differences will impact the recognition of deferred income tax assets and
income tax charges in the period in which such estimates have been changed.

(f) Provision for reinstatement costs

Provision for reinstatement costs is estimated and reassessed at the end of each reporting period
with reference to the recent actual reinstatement cost incurred for shops of similar attributes and
latest available quotation from independent contractors. Estimation based on current market
information may vary over time and could differ from the actual reinstatement cost upon closures or
relocation of existing premises.

(g) Estimation of breakage with respect to pre-paid coupons

Revenue recognition on sale of goods through pre-paid coupons is dependent on the estimation
of the breakage and utilisation pattern of coupons. Based on the Group's historical experience, the
Group makes estimates of an expected amount of breakage. Actual breakage and utilisation may be
higher or lower than those estimated at the end of each reporting period, which would affect the
revenue and profit recognised in future year.

5 SEGMENT INFORMATION

Operating segments are reported in a manner consistent with the internal reporting provided to the chief
operating decision-maker. The chief operating decision-maker, who is responsible for allocating resources
and assessing performance of the operating segments, has been identified as the executive directors of
the Group who make strategic decisions.

Management has determined the operating segments based on the reports reviewed by the chief
operating decision-makers that are used to making strategic decisions. The chief operating decision-
makers are identified as the executive directors of the Company. The executive directors consider the
business from a customer perspective and assess the performance of the operating segments based on
the segment assets, segment revenue and segment results for the purposes of allocating resources and
assessing performance. These reports are prepared on the same basis as these consolidated financial
statements.

Management has identified two reportable segments based on the Group’s business model, namely the (1)
Hong Kong Retail and (2) Wholesale.
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5 SEGMENT INFORMATION (continued)

Segment assets consist primarily of property, plant and equipment, right-of-use assets, intangible assets,
inventories, trade receivables, prepayments, deposits and other receivables and cash and cash equivalents.
They exclude prepaid tax, deferred income tax assets and assets used for corporate functions.

Capital expenditure comprises additions to property, plant and equipment for the years ended 31
December 2025 and 2024.

Geographically, management considers the distribution of bottled drinks, other herbal products, soups
and snacks through retail and wholesale channels are mainly located in Hong Kong and the PRC, which
the revenue and segment results are determined by the nature of the business. The assets are determined
based on where the assets are located. Information relating to segment liabilities is not disclosed as such
information is not regularly reported to the chief operating decision-makers.

Unallocated corporate expenses, finance income and costs and income tax credit are not included in
segment results.

The segment information provided to the executive directors for the years ended 31 December 2025 and
2024 is as follows:

Year ended 31 December 2025

Hong Kong

Retail Wholesale Total

HK$'000 HK$'000 HK$’'000

Segment revenue 466,354 142,217 608,571
Less: Inter-segment revenue (6,842) (1,447) (8,289)
Revenue from external customers 459,512 140,770 600,282
Segment results 6,823 22,514 29,337
Corporate expenses (Note (a)) (37,820)
Finance costs, net (8,146)
Loss before income tax (16,629)
Income tax credit 1,998
Loss for the year (14,631)

Other segment items:

Capital expenditure 8,284 1,457 9,741
Addition of right-of-use assets 74,804 - 74,804
Depreciation and amortisation

(excluding depreciation of right-of-use assets) 17,382 10,493 27,875
Depreciation of right-of-use assets 88,277 756 89,033
Cost of raw materials sold and consumed 134,454 59,308 193,762
Losses on disposal of property, plant and equipment 168 12 180
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5 SEGMENT INFORMATION (continued)

Year ended 31 December 2024

Hong Kong

Retail Wholesale Total

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

Segment revenue 477,810 156,407 634,217
Less: Inter-segment revenue (10,448) (3,037) (13,485)
Revenue from external customers 467,362 153,370 620,732
Segment results 10,857 20,645 31,502
Corporate expenses (Note (a)) (39,826)
Finance costs, net (9,960)
Loss before income tax (18,284)
Income tax credit 2,474
Loss for the year (15,810)

Other segment items:

Capital expenditure 5,819 8,304 14,123
Addition of right-of-use assets 72,915 - 72,915
Depreciation and amortisation

(excluding depreciation of right-of-use assets) 23,169 10,325 33,494
Depreciation of right-of-use assets 92,801 771 93,572
Cost of raw materials sold and consumed 102,728 95,535 198,263
Losses on disposal of property, plant and equipment 197 - 197
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5 SEGMENT INFORMATION (continued)

The segment assets as at 31 December 2025 and 2024 are as follows:

Hong Kong

Retail Wholesale Elimination
HK$'000 HK$'000 HK$'000

As at 31 December 2025

Segment assets 408,317 193,831 - 602,148
Prepaid tax 379
Deferred income tax assets 12,937
Corporate assets (Note (b)) 31,052
Total assets 646,516

As at 31 December 2024

Segment assets 436,237 204,682 (743) 640,176

Prepaid tax 296

Deferred income tax assets 10,568

Corporate assets (Note (b)) 19,209

Total assets 670,249
Notes:

(a) Corporate expenses mainly included employee benefit expenses, depreciation of right-of-use assets and property,
plant and equipment of headquarters office and auditors’ remuneration for the years ended 31 December 2025
and 2024.

(b)  Corporate assets mainly included cash and cash equivalents, prepayment, deposits and other receivables, and
right-of-use assets and property, plant and equipment of headquarters office as at 31 December 2025 and 2024.

The eliminations between the reportable segments are intercompany receivables and payables between
the operating segments.

The Company is domiciled in the Cayman Islands while the Group operates its business primarily in Hong

Kong and the PRC. For the year ended 31 December 2025, no revenue was generated from the Cayman
Islands and no assets were located in the Cayman Islands (2024: Nil).
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5 SEGMENT INFORMATION (continued)

The Group's revenue by geographical locations (as determined by the area or country in which the
customer is located) is analysed as follows:

Year ended 31 December

2025 2024

HK$'000 HK$'000

Hong Kong 570,720 588,217
The PRC 16,044 19,113
Other locations 13,518 13,402
600,282 620,732

There is no single external customer contributing more than 10% to the Group’s revenue for the years
ended 31 December 2025 and 2024.

The following is an analysis of the carrying amounts of the Group’'s segment assets analysed by
geographical area in which the assets are located:

As at 31 December

2025 2024

HK$'000 HK$'000

Hong Kong 448,875 483,472
The PRC 153,273 156,704
602,148 640,176

Non-current assets, other than deferred income tax assets, by geographical areas are as follows:

As at 31 December

2025 2024

HK$'000 HK$'000

Hong Kong 271,757 297,117
The PRC 128,933 130,743
400,690 427,860
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6 REVENUE

The Group's revenue recognised at point in time during the year is as follows:

Year ended 31 December

2025 2024
HK$'000 HK$°000

Sale of goods 600,282 620,732

(a) Revenue recognition in relation to contract liabilities

Contract liabilities are presented as “receipts in advance” on the consolidated statement of financial
position which are comprised of prepaid coupons and membership card values, and “deferred
revenue” under accruals and other payables which is comprised of the fair value of membership card
reward points. As at 31 December 2025 and 2024, contract liabilities included receipts in advance
and deferred revenue amounting to HK$168,319,000 (2024: HK$162,555,000) and HK$1,942,000
(2024: HK$2,268,000) respectively.

The following table shows how much of the revenue recognised in the current reporting period
relates to carried-forward receipts in advance and deferred revenue:

2025 2024
HK$'000 HK$000
Revenue recognised that was included in the receipts in
advance and deferred revenue balance at the beginning
of the year 164,823 151,133

There is no revenue recognised during the current year (2024: Same) related to performance
obligations that were satisfied in prior year.

(b) Unsatisfied long-term contracts

The Group selected to choose a practical expedient and not to disclose information in receipt of
remaining unsatisfied performance obligations as all related contracts have a duration of one year or
less.

Accounting policy of revenue

Revenue is measured at the fair value of the consideration received or receivable, and represents amounts
receivable for goods supplied, stated net of rebates and discounts. Rebates and discounts granted to
customers are classified as a reduction of revenue. The Group recognises revenue when the amount of
revenue can be reliably measured; when it is probable that future economic benefits will flow to the
Group; and when specific criteria have been met for each of the Group’s activities as described below.
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Accounting policy of revenue (Continued)

(a) Sale of goods - retail
The Group operates a chain of retail stores in Hong Kong selling bottled drinks and other herbal
products, soups and snacks. Revenue from the sale of goods is recognised when the Group sells a
product to the customer.

Payment of the transaction price is due immediately when the customer purchases the products.
As part of the Group’s ordinary activities for the retail business, pre-paid coupons and credits
are issued, sold and granted to customers, and the receipts in respect of which are deferred and
recognised as ‘receipts in advance’ on the consolidated statement of financial position. Any non-
redeemed pre-paid coupons and credits are referred to as breakage. An expected breakage amount
in receipts in advance is determined by historical experience and is recognised as revenue in
proportion to the pattern of redemption by the customers.

(b) Sale of goods — wholesale
The Group is engaged in the wholesale and distribution of bottled drinks in Hong Kong and the PRC.
Sales are recognised when control of the products has transferred, being when the products are
delivered to the wholesaler, the wholesaler has full discretion over the channel and price to sell the
products, and there is no unfulfilled obligation that could affect the wholesaler’'s acceptance of the
products.

The Group has various sales rebates and discounts programmes with third party customers and
wholesalers in Hong Kong and the PRC. Sales rebates and discounts are estimated and reassessed
at the end of each reporting period with reference to the latest available sales contracts and
accumulated experience, using the most likely amount method, and revenue is only recognised
to the extent that it is highly probable that a significant reversal will not occur. Sales rebates and
discounts granted to customers are deducted from gross sales in arriving at revenue.

(c) Sale of goods — customer loyalty programme
The Group operates a loyalty programme where retail customers accumulate award points for
purchases made which entitle them to enjoy discounts on future purchases. Revenue from the award
points is recognised when the points are redeemed or expired.

A contract liability is recognised until the points are redeemed or expired, which is included in
“accruals and other payables” on the consolidated statement of financial position.
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7 OTHER INCOME, NET

Year ended 31 December

2025 2024

HK$'000 HK$'000

Insurance claim 23 193
Service income 417 483
Exchange (losses)/gains, net (646) 191
Losses on disposal of property, plant and equipment (Note 33(b)) (180) (192)
Others 1,636 2,098
Total other income 1,250 2,773
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Year ended 31 December

2025 2024
HK$'000 HK$'000
Cost of raw materials sold and consumed 193,762 198,263
Lease rental in respect of retail outlets (Note (a))
- Contingent rental 63 117
Lease rental in respect of storage spaces and office
premises (Note (a)) 9.526 10,019
Advertising and promotional expenditure 13,034 13,832
Depreciation of property, plant and equipment 15 27,973 33,943
Depreciation of right-of-use assets 17(a) 91,332 95,770
Amortisation of intangible assets 16 704 704
Communication and utilities 27,621 28,732
Employee benefit expenses (including directors’
emoluments) 9 182,268 189,661
Provision for obsolete inventories 18 109 169
Impairment loss on financial assets 232 141
Provision for impairment on right-of-use assets 17(a) 941 195
Legal and professional fees 4,332 3,827
Auditors’ remuneration
— Audit services 2,450 2,300
Tools, repair and maintenance expenses 10,630 9,836
Transportation and distribution expenses 25,312 26,548
Others 19,726 17,772

Total cost of sales, selling and distribution costs,
administrative and operating expenses and
impairment loss on financial assets 610,015 631,829

Note:

(a) For the year ended 31 December 2025, these expenses included short-term leases expenses of HK$224,000
(2024: HK$284,000), variable leases payment expenses of HK$435,000 (2024: HK$546,000), and other rental-
related expenses of HK$8,930,000 (2024: HK$9,306,000) and are charged in ‘administrative and operating
expenses’.
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9 EMPLOYEE BENEFIT EXPENSES (INCLUDING DIRECTORS'
EMOLUMENTS)

Year ended 31 December

2025 2024

HK$'000 HK$'000

Wages, salaries and bonuses 167,992 175,062
Medical and other employee benefits 7,044 7,476
Retirement benefit costs — defined contribution plans 7,232 7,123
182,268 189,661

As at 31 December 2025, the Group had no forfeited contributions available to reduce its contributions to
the defined contribution retirement schemes in future years (2024: Nil).

(a) Five highest paid individuals

For the year ended 31 December 2025, the five individuals whose emoluments were the highest in
the Group include three directors (2024: three directors), whose emoluments are reflected in the
analysis shown in Note 36(a). The emoluments paid/payable to the remaining two individuals (2024:
two individuals) are as follows:

Year ended 31 December

2025 2024

HK$'000 HK$'000

Wages, salaries and benefits in kind 2,440 2,441
Discretionary bonuses 5 105
Retirement benefit costs — defined contribution plans 36 36
2,529 2,582

No emoluments were paid by the Group to these individuals as an inducement to join or upon
joining the Group, or as compensation for loss of office.

The emoluments of these two highest paid individuals fall within the following band:

Number of individuals
2025 2024

Emolument band
HK$1,000,001 to HK$1,500,000 2 2
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Year ended 31 December

2025 2024
HK$°000 HK$°000

Finance income:
— Interest income 82 148

Finance costs:
- Interest expenses on employee benefit obligations

(Note 26 (c)) (149) (144)

— Interest expenses on borrowings (1,412) (2,433)
- Interest and finance charges for lease liabilities

(Note 17(b)) (6,667) (7,531)

(8,228) (10,108)

Finance costs, net (8,146) (9,960)

11 INCOME TAX CREDIT
Hong Kong Profits Tax

Hong Kong Profits Tax has been provided at the rate of 16.5% on the estimated assessable profits arising
in Hong Kong for the year, except for one subsidiary of the Group which is a qualifying entity under the
two-tiered profits tax rates regime. The first HK$2 million of estimated assessable profits of this subsidiary
is taxed at 8.25% and the remaining estimated assessable profits are taxed at 16.5% (2024: Same).

The PRC Corporate Income Tax

Group entities incorporated in the PRC are subject to Corporate Income Tax (“CIT") in accordance with
the Law of the PRC on Corporate Income Tax (the “CIT Law”). Under the CIT Law, the income tax rate
applicable to these subsidiaries is 25% (2024: 25%).
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11 INCOME TAX CREDIT (continued)

The amount of income tax credit represents:

Year ended 31 December

2025 2024
HK$'000 HK$°000

Current tax:

Hong Kong Profits Tax for the year - 86
The PRC CIT for the year 791 521
(Over)/under-provision in prior years (172) 2

Deferred income tax:
Deferred income tax credit (2,617) (3,083)

Income tax credit (1,998) (2,474)

The tax on the Group's loss before income tax differs from the theoretical amount that would arise using
the Hong Kong Profit Tax Rate of the Group’s subsidiaries as follows:

Year ended 31 December

2025 2024
HK$'000 HK$'000
Loss before income tax (16,629) (18,284)
Tax calculated at 16.5% (2024: 16.5%) (2,744) (3,017)
Effect of different tax rates applicable to subsidiaries in the
respective locations (189) (195)
Income not subject to tax (985) (27)
Expenses not deductible for tax purposes 903 811
Temporary difference not recognised 54 (78)
Tax loss not recognised 1,321 1,762
Deferred income tax assets not recognised in prior year - (1,409)
Utilisation of previously unrecognised tax loss (726) (448)
Derecognition of unutilised tax loss - 125
(Over)/under-provision in prior years (172) 2
Derecognition of previously recognised deferred income tax
assets 540 -
Income tax credit (1,998) (2,474)
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Accounting policy of current and deferred income tax

The income tax expense or credit for the period is the tax payable on the current period’s taxable income
based on the applicable income tax rate for each jurisdiction adjusted by changes in deferred income tax
assets and liabilities attributable to temporary differences and unused tax losses.

The current income tax charge is calculated on the basis of the tax laws enacted or substantively enacted
at the end of the reporting period in the countries where the Company and its subsidiaries operate and
generate taxable income. Management periodically evaluates positions taken in tax returns with respect
to situations in which applicable tax regulation is subject to interpretation and considers whether it is
probable that a taxation authority will accept an uncertain tax treatment. The Group measures its tax
balances either based on the most likely amount or the expected value, depending on which method
provides a better prediction of the resolution of the uncertainty.

Deferred income tax is provided in full, using the liability method, on temporary differences arising
between the tax bases of assets and liabilities and their carrying amounts in the consolidated financial
statements. However, deferred tax liabilities are not recognised if they arise from the initial recognition
of goodwill. Deferred income tax is also not accounted for if it arises from initial recognition of an asset
or liability in a transaction other than a business combination that at the time of the transaction affects
neither accounting nor taxable profit or loss and does not give rise to equal taxable and deductible
temporary differences. Deferred income tax is determined using tax rates (and laws) that have been
enacted or substantively enacted by the end of the reporting period and are expected to apply when the
related deferred income tax asset is realised or the deferred income tax liability is settled.

Deferred income tax assets are recognised only if it is probable that future taxable amounts will be
available to utilise those temporary differences and losses.

Deferred income tax liabilities and assets are not recognised for temporary differences between the
carrying amount and tax bases of investments in foreign operations where the Company is able to control
the timing of the reversal of the temporary differences and it is probable that the differences will not
reverse in the foreseeable future.

Deferred income tax assets and liabilities are offset where there is a legally enforceable right to offset
current income tax assets and liabilities and where the deferred income tax balances relate to the same
taxation authority. Current income tax assets and liabilities are offset where the Group has a legally
enforceable right to offset and intends either to settle on a net basis, or to realise the asset and settle the
liability simultaneously.

Current and deferred income tax is recognised in profit or loss, except to the extent that it relates

to items recognised in other comprehensive income or directly in equity. In this case, the tax is also
recognised in other comprehensive income or directly in equity, respectively.
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12 LOSS PER SHARE

Year ended 31 December

2025 2024
Loss attributable to owners of the Company (HK$'000) (16,718) (13,693)
Weighted average number of ordinary shares for the calculation
of basic loss per share (thousands) 655,944 655,944
Loss per share for loss attributable to owners of the Company
— Basic loss per share (HK cents) (2.55) (2.09)
— Diluted loss per share (HK cents) (2.55) (2.09)

(a) Basic

Basic loss per share is calculated by dividing the loss attributable to owners of the Company by the
weighted average number of ordinary shares in issue during the year.

(b) Diluted

Diluted loss per share is calculated by adjusting the weighted average number of ordinary shares
outstanding to assume conversion of all dilutive potential ordinary shares. Diluted loss per share
for the years ended 31 December 2025 and 2024 equal to basic loss per share as there were no
potentially dilutive ordinary shares as at both years end.

13 DIVIDENDS

The Board has resolved not to propose or declare any final dividend for the year ended 31 December
2025 (2024: Nil).
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The Group's principal subsidiaries at 31

Name of entity

Directly held by the Company

Hung Fook Tong Group Limited

Indirectly held by the Company

Speedy Pro Supply Chain Limited

Hung Fook Tong Holdings Limited

Hung Fook Tong Franchise System

Management Limited

Hung Fook Tong (Herbal Tea)
Limited

Hung Fook Tong Trading Company

Limited

Hung Fook Tong (China)
Development Limited

Hung Fook Tong Property Leasing

Limited

Hung Fook Tong Online Limited

Place and date
of incorporation and
kind of legal entity

British Virgin Islands,
17 January 2014,
limited liability company

Hong Kong,
17 December 2020,
limited liability company

Hong Kong,
6 May 1993,
limited liability company

Hong Kong,
19 November 1992,
limited liability company

Hong Kong,
13 January 1989,
limited liability company

Hong Kong,
23 May 2006,
limited liability company

Hong Kong,
29 April 1993,
limited liability company

Hong Kong,
20 April 1993,
limited liability company

Hong Kong,
20 April 1993,
limited liability company
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December 2025 and 2024 are set out below.

Principal activities and
place of operation

Investment holding,
Hong Kong

Logistics and trading,
Hong Kong

Investment holding,
Hong Kong

Wholesaling and
retailing of herbal
products, Hong Kong

Trading of herbal
products, Hong Kong

Trading of bottled drinks,
Hong Kong

Importing, wholesaling
and distribution of

bottled herbal drinks,
Hong Kong

Administration of group
rental leases,
Hong Kong

E-commerce,
Hong Kong

Issued and paid
up/registered

capital

Us$1

HK$10,000

HK$8,103,111

HK$10,000

HK$300,000

HKS!1

HK$6,000,000

HKS$2

HKS2

Ownership interest

held by the Group

2025 2024
100% 100%

60% 60%
100% 100%
100% 100%
100% 100%
100% 100%
100% 100%
100% 100%
100% 100%

Ownership interest held

by non-controlling interests

2025

40%

2024

40%
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14 SUBSIDIARIES (continued)

Name of entity

Place and date
of incorporation and
kind of legal entity

Indirectly held by the Company (Continued)

Hung Fook Tong Herbal Tea
Holdings Limited

HFT Life Company Limited
(company dissolved on
14 November 2025)

Quality of Life Products Company

Limited

Hung Fook Tong Management
Institute Limited

Hong Kong Hung Fook Tong Herbal
Tea Holdings Limited

Hung Fook Hong Health Food
(Shenzhen) Company Limited

BEIRRRG(RYERAR!
Hung Fook Tong (Guangzhou)

Trading Company Limited

BRLEMERERAR

Hung Fook Tong Services Limited

Gold Work Limited

Goldmark Plastic Bottle
Manufacturing Limited

Hong Kong,
10 January 2007,
limited liability company

Hong Kong,
4 January 2024,
limited liability company

Hong Kong,
21 July 1992,
limited liability company

Hong Kong,
17 December 2005,
limited liability company

Hong Kong,
24 December 2007,
limited liability company

The PRC,
3 November 1998,
limited liability company

The PRC,
9 December 2011,
limited liability company

Hong Kong,
4 October 1994,
limited liability company

Hong Kong,
1 April 2010,
limited liability company

Hong Kong,
11 October 2002,
limited liability company

Principal activities and
place of operation

Investment holding,
Hong Kong

Inactive

Wholesaling of coupons
and catering,
Hong Kong

Provision of training
courses, Hong Kong

Inactive

Manufacturing of bottled
drinks, the PRC

Trading of bottled drinks,
the PRC

Licence holding for Hung
Fook Tong (Herbal Tea)
Limited and Hung Fook
Tong Franchise System
Management Limited,
Hong Kong

Investment holding,

Hong Kong

Investment holding,
Hong Kong

Issued and paid

up/registered
capital

HK$100

HK$6,000

HK$10,000

HKS$!1

HKS$!1

HK$20,100,000

RMB8,500,000

HK$3

HK$10,000

HK$1,222,000

Ownership interest

held by the Group

2025 2024
100% 100%
- 100%
100% 100%
100% 100%
100% 100%
100% 100%
100% 100%
100% 100%
100% 100%
51% 51%

Ownership interest held
by non-controlling interests
2025 2024

49% 49%
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14 SUBSIDIARIES (continued)

Name of entity

Place and date
of incorporation and
kind of legal entity

Indirectly held by the Company (Continued)

Gaoda Plastic Bottle (Dongguan)
Company Limited
RRZBARZIARAA

Gao Bi Da Plastic Bottle (Kaiping)
Co, Ltd BLREBART)
ERAR

Hung Fook Tong International

Limited

Hung Fook Tong Herbal Tea
(Guangdong) Company Limited
BRERRERARLA

Taclon Industries Limited

Luck Access Investment Develop
Limited

Gold Medal Development Limited

Hung Fook Tong (Kaiping) Health

Food Company Limited
ERE(RTRRRRARLT!

The PRC,
3 May 2012,
limited liability company

The PRC,
15 March 2018,
limited liability company

Hong Kong,
20 July 1993,
limited liability company

The PRC,
13 March 2008,
limited liability company

Hong Kong,
15 December 1972,
limited liability company

Hong Kong,
3 December 2013,
limited liability company

Hong Kong,
20 December 2013,
limited liability company

The PRC,
7 November 2016,
limited liability company

Handmade Bakery Development Co., Hong Kong,

Limited

13 July 2018,
limited liability company

Issued and paid
up/registered
capital

Principal activities and
place of operation

Manufacturing of plastics ~ HK$8,000,000

hottles, the PRC

Manufacturing of plastics ~ RMB10,000,000

bottles, the PRC

Investment holding, HK$10,000

Hong Kong

Wholesaling and retailing ~ RMB13,000,000
of herbal products,
the PRC

Manufacturing & HK$100,700,100

wholesaling of herbal

products and lease of a

production facility at Tai

Po Industrial Estate,

Hong Kong

Holding company of the HKS1
joint venture business in
Shanghai, Hong Kong

Shop operations HK$6,500,000
management for retail
shop business in
Shanghai, Hong Kong

Manufacturing & RMB99,840,000
wholesaling of herbal
products and snacks,
the PRC

Manufacturing & retailing HKD510,000

of bakery products,

Hong Kong

Ownership interest

held by the Group

2025 2024

51% 51%

51% 51%
100% 100%
100% 100%
100% 100%
100% 100%
100% 100%
100% 100%

51% 51%

Ownership interest held

by non-controlling interests

2025

49%

49%

49%

2024

49%

49%

49%

The English names of certain subsidiaries represent the best effort by the management of the Company in

translating their Chinese names as they do not have official English names.

#

Wholly foreign-owned enterprise established in the PRC.
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14 SUBSIDIARIES (continued)

(a) Non-controlling interests

The total non-controlling interests as at 31 December 2025 and 2024 are related to Goldmark Plastic
Bottle Manufacturing Limited and its wholly-owned subsidiaries, including Gaoda Plastic Bottle
(Dongguan) Company Limited and Gao Bi Da Plastic Bottle (Kaiping) Co., Limited, Speedy Pro Supply
Chain Limited (“Speedy Pro”) and Handmade Bakery Development Co., Limited ("Handmade”).
Set out below is the summarised financial information for each subsidiary that has non-controlling
interests that are material to the Group. The amounts disclosed for each subsidiary are before inter-
company eliminations.

Speedy Pro Handmade
As at 31 December As at 31 December

Summarised statement of 2025 2024 2025 2024
financial position HK$'000 HK$'000 HK$'000 HK$'000
Current

Assets 6,168 1,201 14,978 13,592
Liabilities (7,406) (6,374) (64,323) (62,866)
Total current net liabilities (1,238) (5,173) (49,345) (49,274)

Non-current

Assets 1,729 2,750 830 934
Liabilities (605) (882) (634) (476)
Total non-current net assets 1,‘!_24 1868 ___________ 1__96 ___________ 458
Net liabilities (114) (3,305) (49,149) (48,816)

Accumulated non-controlling
interests (46) (1,322) (24,083) (23,920)
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14 SUBSIDIARIES (continued)

(a) Non-controlling interests (Continued)

Speedy Pro Handmade

Summarised statement of profit Year ended 31 December Year ended 31 December
or loss and other comprehensive 2025 2024 2025 2024
income HK$'000 HK$'000 HK$'000 HK$'000
Revenue 22,303 28,498 - 27,689
Profit/(loss) before tax 3,251 2,214 (365) (6,852)
Income tax (expense)/credit (1) 1 32 (8)
Remeasurements of employee

benefit obligations (59) (51) - -

Profit/(loss) and total

comprehensive income/(loss) 3,191 2,164 (333) (6,860)
Profit/(loss) and total

comprehensive income/(loss)

allocated to non-controlling

interests 1,276 865 (163) (3,362)
Speedy Pro Handmade
Year ended 31 December Year ended 31 December

Summarised statement of 2025 2024 2025 2024
cash flows HK$'000 HK$'000 HK$'000 HK$'000
Cashflow generated from/

(used in) operating activities 2,612 900 (633) (7,882)
Cashflow used in investing

activities - (27) - (24)
Cashflow (used in)/generated

from financing activities (379) (499) 495 7,063

Net increase/(decrease) in cash
and cash equivalents 2,233 374 (138) (843)
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15 PROPERTY, PLANT AND EQUIPMENT

Office and
Construction  Leasehold Furniture ~ Plant and Motor ~ computer

Buildings in progress improvements and fixtures  machinery vehicles  equipment Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

Year ended 31 December 2025

Opening net book amount 162,130 4,562 16,460 5173 39,221 1,259 4,345 233,150
Additions - - 5,706 40 997 - 2,999 9,742
Disposals (Note 33(b)) - - (52) (4) (75) - (49) (180)
Transfer 3,482 (4,048) - - 534 - 32 -
Depreciation (Note 8) (6,371) - (8,187) (847) (10,095) (530) (1,943) (27,973)
Exchange difference 3,215 269 7 2 1,145 2 90 4,794
Closing net book amount 162,456 783 13,998 4,364 31,721 731 5474 219,533

At 31 December 2025

Cost 221,309 783 157,586 20,408 176,369 7,051 31,730 627,236
Accumulated depreciation and

impairment (64,853) - (143,588) (16,044)  (144,642) (6,320) (32,256)  (407,703)
Net book amount 162,456 783 13,998 4,364 31,721 731 5474 219,533

Year ended 31 December 2024

Opening net book amount 170,269 2,558 20,830 6,284 48,198 1,968 4773 254,880
Additions - 2907 6,889 346 4,945 - 1512 16,599
Disposals (Note 33(b)) - - 6) - (187) 2 (25) (220)
Transfer 761 (761) - - - - - -
Depreciation (Note 8) (6,143) - (11,176) (1,452) (12,59) (699) (1,877) (33,943)
Exchange difference (2,757) (142) (77) (5) (1,139) 8) (38) (4,166)
Closing net book amount 162,130 4,562 16,460 5173 39,21 1,259 4,345 233,150

At 31 December 2024

Cost 220,011 4,562 151,855 20,661 172,515 7,028 34,481 611,113
Accumulated depreciation and

impairment (57,881) - (135,395) (15,488) (133,294) (5,769) (30,136) (377,963)
Net book amount 162,130 4,562 16,460 5,173 39,221 1,259 4,345 233,150
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15 PROPERTY, PLANT AND EQUIPMENT (continued)

Depreciation of HK$8,210,000 (2024: HK$10,559,000) has been charged in ‘cost of sales’ and
HK$19,763,000 (2024: HK$23,384,000) in ‘administrative and operating expenses’ for the year ended 31
December 2025.

Accounting policy of property, plant and equipment

Property, plant and equipment are stated at historical cost less accumulated depreciation and accumulated
impairment loss (if any). Historical cost includes expenditure that is directly attributable to the acquisition
of the items.

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

Construction in progress is stated at cost less accumulated impairment loss (if any). Direct and indirect
costs relating to the construction in progress, including borrowing costs during the construction period,
are capitalised as the costs of the assets. Cost on completed construction work is then transferred
to appropriate category of property, plant and equipment. No depreciation is provided in respect of
construction in progress not yet available for intended used until it is completed and ready.

Depreciation of property, plant and equipment is calculated using the straight-line method to allocate
their costs, net of their residual values, over their estimated useful lives as follows:

Buildings 50 years or over the unexpired period of lease, whichever is shorter
Leasehold improvements 5 to 10 years or remaining period of the lease, whichever is shorter
Furniture and fixtures 5 to 10 years
Plant and machinery 2 to 14 years
Motor vehicles 3 to 10 years

Office and computer equipment 2 to 10 years

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

An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s carrying
amount is greater than its estimated recoverable amount.

Gains and losses on disposals are determined by comparing proceeds with carrying amount of the relevant
asset. These are included in ‘other income, net’ in the consolidated statement of profit or loss and other

comprehensive income.

See Note 37.5 for the impairment policy of property, plant and equipment.
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16 INTANGIBLE ASSETS

Software
HK$'000

Year ended 31 December 2024

Opening net book amount 2,297
Amortisation (Note 8) (704)
Closing net book amount 1,593

At 31 December 2024

Cost 3,519
Accumulated amortisation (1,926)
Net book amount 1,593

Year ended 31 December 2025

Opening net book amount 1,593
Amortisation (Note 8) (704)
Closing net book amount 889

At 31 December 2025

Cost 3,519
Accumulated amortisation (2,630)
Net book amount 889
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16 INTANGIBLE ASSETS (continued)

Amortisation of HK$704,000 (2024: HK$704,000) has been charged in ‘administrative and operating
expenses’ for the year ended 31 December 2025.

Accounting policy of intangible assets

Intangible assets that are acquired by the Group are stated at cost less accumulated amortisation (where
the estimated useful live is finite) and impairment losses (if any). Directly attributable costs that are
capitalised as part of the software include employee costs.

Intangible assets not yet available for intended used which comprises costs incurred for purchase of
software and employee costs are stated at cost less any impairment losses (if any). No amortisation is
provided in respect of intangible assets not yet available for intended used until it is completed and
ready.

Amortisation of intangible assets with finite useful lives is charged to profit or loss on a straight-line basis
over the assets’ estimated useful lives. The following intangible asset with finite useful lives is amortised
from the date it is available for use and its estimated useful lives is as follows:

Software 5 years

Both the period and method of amortisation are reviewed annually.

See Note 37.5 for the impairment policy of intangible assets.
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17 LEASES

(a) Right-of-use assets

Leasehold
land Store
and land  properties Motor
use rights  and office vehicles Total
HK$'000 HK$'000 HK$'000 HK$'000
At 1 January 2024 47,840 145,944 2,506 196,290
Inception of lease contracts - 72,915 - 72,915
Depreciation (Note 8) (included in
administrative and operating expenses) (1,613) (93,600) (557) (95,770)
Modification of lease contracts - (377) - (377)
Provision for impairment (Note 8) - (195) - (195)
Exchange difference (829) - - (829)
At 31 December 2024 45,398 124,687 1,949 172,034
At 1 January 2025 45,398 124,687 1,949 172,034
Inception of lease contracts - 81,821 - 81,821
Depreciation (Note 8) (included in
administrative and operating expenses) (1,613) (89,162) (557) (91,332)
Modification of lease contracts - (430) - (430)
Provision for impairment (Note 8) - (9241) - (941)
Exchange difference 957 - - 957
At 31 December 2025 44,742 115,975 1,392 162,109

The Group leases various offices, warehouses and retail stores. Rental contracts are typically made
for fixed periods of 1 to 3 years. The Group also obtained the leasehold land and land use rights
through lease contracts with local governments in Hong Kong and the PRC with 50 years term.

Lease terms are negotiated on an individual basis and contain a wide range of different terms and
conditions. The lease agreements do not impose any covenants other than the security interests
in the leased assets that are held by the lessor. Leased assets may not be used as security for
borrowing purposes.

Some of the property leases which the Group is the lessee contain variable lease payment terms
that are linked to sales generated from the leased stores. Variable lease terms are used to link lease
payments to store cash flows and reduce fixed cost. The Group's lease expenses (see Note 8) are
primarily for short-term leases and low-value leases; expenses relating to variable lease payments are
relatively insignificant. The Group expects this pattern to remain stable in future years. The variable
lease payments depend on sales and consequently on the overall economic development over the
next few years. Taking into account the development of sales expected over the next few years,
variable lease payments are expected to continue to present a similar proportion of store sales in
future years.
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17 LEASES (Continued)

(b) Lease liabilities

2025 2024

HK$'000 HK$'000

At 1 January 133,015 155,380

Inception of lease contracts 80,591 72,575
Interest expenses on lease liabilities (Note 10)

(included in finance costs) 6,667 7,531
Payment for lease liabilities (including interest) (96,192) (102,095)
Modification of lease contracts (436) (376)
At 31 December 123,645 133,015

2025 2024
HK$'000 HK$'000
Amount due for settlement within 12 months (shown under

current liabilities) 69,779 77,551
Amount due for settlement after 12 months 53,866 55,464
As at 31 December 123,645 133,015

The total cash outflow for leases, including the payments made in relation to lease liabilities and
expenses relating to short-term lease, variable lease and other rental-related payments during the
year ended 31 December 2025 was HK$105,781,000 (2024: HK$112,231,000).

The maturity analysis of lease liabilities is disclosed in Note 3.1(c).

(c) Short-term leases, low-value leases and not yet commenced lease

As at 31 December 2025, the total future lease payments for short-term leases and low value leases
amounted to HK$357,000 (2024: HK$391,000). As at 31 December 2025, leases committed but not
yet commenced are relatively insignificant (2024: Same).
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17 LEASES (Continued)

Accounting policy of leases

Leases are recognised as a right-of-use asset and a corresponding liability at the date at which the leased
asset is available for use by the Group.

Assets and liabilities arising from a lease are initially measured on a present value basis. Lease liabilities
include the net present value of the following lease payments:

. fixed payments (including in-substance fixed payments), less any lease incentives receivable;

o variable lease payment that are based on an index or a rate, initially measured using the index or
rate as at the commencement date;

o amounts expected to be payable by the Group under residual value guarantees;

° the exercise price of a purchase option if the Group is reasonably certain to exercise that option;
and

o payments of penalties for terminating the lease, if the lease term reflects the Group exercising that
option.

The lease payments are discounted using the interest rate implicit in the lease. If that rate cannot be
readily determined, which is generally the case for leases in the Group, the lessee’s incremental borrowing
rate is used, being the rate that the individual lessee would have to pay to borrow the funds necessary
to obtain an asset of similar value to the right-of-use asset in a similar economic environment with similar
terms, security and conditions.

To determine the incremental borrowing rate, the Group:

° where possible, uses recent third-party financing received by the individual lessee as a starting point,
adjusted to reflect changes in financing conditions since third party financing was received;

o uses a build-up approach that starts with a risk-free interest rate adjusted for credit risk for leases
held by the Group, which does not have recent third-party financing; and

o makes adjustments specific to the lease.
If a readily observable amortising loan rate is available to the individual lessee (through recent financing

or market data) which has a similar payment profile to the lease, then the Group entities use that rate as a
starting point to determine the incremental borrowing rate.
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17 LEASES (Continued)

Accounting policy of leases (Continued)

Lease payments are allocated between principal and finance cost. The finance cost is charged to profit or
loss over the lease period so as to produce a constant periodic rate of interest on the remaining balance
of the liability for each period.

Right-of-use assets are measured at cost comprising the following:

. the amount of the initial measurement of lease liability;

o any lease payments made at or before the commencement date less any lease incentives received;

. any initial direct costs; and

L any restoration cost.

Right-of-use assets are generally depreciated over the shorter of their useful life or the lease term on a
straight-line basis.

Payments associated with short-term leases of equipment and vehicles and all leases of low-value assets
are recognised on a straight-line basis as an expense in the consolidated statement of profit or loss and
other comprehensive income. Short-term leases are leases with a lease term of 12 months or less without
a purchase option. Low-value assets comprise vending machines and small items of office furniture.

The Group accounts for a lease modification as a separate lease if:

o the modification increases the scope of the lease by adding the right to use one or more underlying
assets; and

° the consideration for the leases increases by an amount commensurate with the stand-alone price
for the increase in scope and any appropriate adjustments to that stand-alone price to reflect the
circumstances of the particular contract.

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

The Group accounts for the remeasurement of lease liabilities by making corresponding adjustments to
the relevant right-of-use assets.

The leasehold land and land use rights have finite useful life and are carried at cost less accumulated
amortisation and impairment loss (if any). Amortisation are calculated using the straight-line method to
allocate the costs of leasehold land over their terms. Leasehold land and land use rights are presented as

right-of-use assets in the consolidated statement of financial position.

See Note 37.5 for the impairment policy of right-of-use assets.
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18 INVENTORIES

As at 31 December

2025 2024

HK$'000 HK$'000

Raw materials 11,441 11,323
Work-in-progress 3,226 3,382
Finished goods 12,771 11,843
27,438 26,548

Less: Provision for obsolete inventories (1,210) (1,610)
26,228 24,938

Movements on the Group's provision for impairment of inventories are as follows:

2025 2024

HK$'000 HK$'000

At 1 January 1,610 1,441
Provision for obsolete inventories (Note 8) 109 169
Write-off against the provision for obsolete inventories (509) -
At 31 December 1,210 1,610

The cost of inventories recognised as expenses and included in ‘cost of sales’ amounted to
HK$193,842,000 (2024: HK$194,742,000) during the year ended 31 December 2025.

Accounting policy of inventories

Inventories, comprise of raw materials, work-in-progress and finished goods, are stated at the lower
of cost and net realisable value. Cost is determined using the weighted-average method. The cost of
finished goods comprises direct materials, direct labour and an appropriate proportion of variable and
fixed overhead expenditure, the latter being allocated on the basis of normal operating capacity. Net
realisable value is the estimated selling price in the ordinary course of business less the estimated costs of
completion and the estimated costs necessary to make the sale.
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19 FINANCIAL INSTRUMENTS BY CATEGORIES

The Group holds the following financial instruments:

As at 31 December

2025
HK$'000

Financial assets
Financial assets at amortised cost

— Trade receivables 20 41,439 53,049
— Deposits and other receivables (excluding

prepayments and value-added tax recoverable) 39,715 42,053
— Cash and cash equivalents 22 119,022 110,247

Financial liabilities
Liabilities at amortised cost
— Trade payables 27 32,834 30,140
- Accruals and other payables (excluding non-
financial liabilities and accruals for employee

benefit expenses) 36,188 37,579
- Bank borrowings 31 25,259 38,754
- Lease liabilities 17(b) 123,645 133,015

The Group's exposure to various risks associated with the financial instruments is discussed in Note 3. The
maximum exposure to credit risk at the end of the reporting period is the carrying amount of each class
of financial assets mentioned above.

104 Hung Fook Tong Group Holdings Limited



[REY. NOTES TO THE CONSOLIDATED
ol FINANCIAL STATEMENTS

20 TRADE RECEIVABLES

As at 31 December

2025 2024

HK$'000 HK$'000

Trade receivables from third parties 41,900 53,530
Less: Provision for impairment of trade receivables (461) (481)
Trade receivables, net 41,439 53,049

The Group’s credit terms granted to wholesale customers generally ranged from 30 to 105 days days
(2024: 30 to 105 days). As at 31 December 2025 and 2024, the ageing analysis of the gross trade
receivables, based on invoice date, is as follows:

As at 31 December

2025 2024

HK$'000 HK$'000

Less than 30 days 11,254 21,332
31-90 days 26,435 21,808
Over 90 days 4,211 10,390
41,900 53,530

The Group applies the simplified approach to provide for expected credit losses prescribed by HKFRS 9,
which permits the use of the lifetime expected loss provision for trade receivables. The trade receivables
have been grouped based on the business segments, geographical locations and credit risk characteristics
to provide the expected credit losses. Receivables relating to customers with known financial difficulties
or significant doubt on collection of receivables are assessed individually for separate provision for
impairment allowance.
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20 TRADE RECEIVABLES (continued)

Movements on the Group's provision for impairment of trade receivables are as follows:

2025

HK$'000
At 1 January 481 516
(Reversal of)/provision for impairment of trade receivables (20) 141
Receivables written off during the year as uncollectible - (176)
At 31 December 461 481

The Group does not hold any collateral as security.

The carrying amounts of the trade receivables are denominated in the following currencies:

As at 31 December

2025 2024

HK$'000 HK$°000

HK$ 39,570 51,776
RMB 1,869 1,273
41,439 53,049

Accounting policy of trade receivables

Trade receivables are amounts due from customers for goods sold or services performed in the ordinary
course of business. If collection of trade receivables is expected in one year or less (or in the normal
operating cycle of the business if longer), they are classified as current assets. If not, they are presented
as non-current assets.

Trade receivables are recognised initially at the amount of consideration that is unconditional, unless they
contain significant financing components, when they are recognised at fair value. The Group holds the
trade receivables with the objective of collecting the contractual cash flows and therefore measures them
subsequently at amortised cost using the effective interest method. Details about the Group's impairment
policies and the calculation of the loss allowance are provided in Note 3.1(b)(ii) and Note 37.6.

106 Hung Fook Tong Group Holdings Limited



[REY NOTES TO THE CONSOLIDATED
ol FINANCIAL STATEMENTS

21 PREPAYMENTS, DEPOSITS AND OTHER RECEIVABLES

As at 31 December

2025 2024
HK$°000 HK$°000

Non-current portion

Prepayments for property, plant and equipment 2,464 3,578
Rental and other deposits 15,695 17,505
Total 18,159 21,083

Current portion

Prepayments 16,682 13,706
Rental and other deposits 15,966 14,771
Value-added tax recoverable 5,119 5,037
Other receivables 8,306 9,777
Total 46,073 43,291
Less: Provision for impairment of other receivables (252) -

45,821 43,291

Movements on the Group's provision for impairment of other receivables are as follows:

2025 2024

HK$'000 HK$'000

At 1 January - 114
Provision for/(reversal of) impairment of other receivables 252 (114)
At 31 December 252 -

The Group does not hold any collateral as security.

The carrying amounts of the Group’s deposits and other receivables are denominated in the following
currencies:

As at 31 December

2025 2024

HK$'000 HK$'000

HK$ 38,584 39,355
RMB 1,131 2,698
39,715 42,053
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22 CASH AND CASH EQUIVALENTS

As at 31 December

2025 2024
HK$°000 HK$°000

Cash at bank and cash on hand 119,022 110,247

As at 31 December 2025, cash and cash equivalents of HK$4,281,000 (2024: HK$6,035,000) are held in
the PRC and are subject to local exchange control regulations. These local exchange control regulations
provide for restrictions on exporting capital from the PRC, other than through normal dividends. Under
the regulations, the Group is also permitted to exchange RMB in the PRC for other currencies through
banks authorised to conduct foreign exchange business in the PRC.

The carrying amounts of the Group's cash and cash equivalents are denominated in the following
currencies:

As at 31 December

2025 2024

HK$'000 HK$'000

HK$ 108,352 98,513
usD 707 259
RMB 9,105 10,642
Others 858 833
119,022 110,247

23 SHARE CAPITAL

Authorised:

At 1 January 2024, 31 December 2024 and 31 December 2025

Issued and fully paid:

At 1 January 2024, 31 December 2024 and 31 December 2025
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24 RESERVES

Capital reserve

Capital reserve of the Group represents the difference between the share capital of the subsidiaries
acquired pursuant to the reorganisation over the nominal value of the share capital of the Company issued
in exchange thereof.

Statutory surplus reserve

According to the provisions of the Articles of Association of the Group's subsidiaries located in the
PRC (“the PRC subsidiaries”), the PRC subsidiaries shall first set aside 10% of its profit attributable
to equity holders after tax as indicated in their statutory financial statements for the statutory surplus
reserve (except where the reserve has reached 50% of the entity’s registered share capital) in each year.
The PRC subsidiaries may also make appropriations from its profit attributable to shareholders to a
discretionary surplus reserve, provided it is approved by a resolution passed in a shareholders’ general
meeting. These reserves cannot be used for purposes other than those for which they are created and
are not distributable as cash dividends without the prior approval obtained from the shareholders in a
shareholders’ general meeting under specific circumstances.

When the statutory surplus reserve is not sufficient to make good for any losses of the PRC subsidiaries
from previous years, the current year profit attributable to the equity holders shall be used to make good
the losses before any allocations are set aside for the statutory surplus reserve. The statutory surplus
reserve, the discretionary surplus reserve and the share premium of the PRC subsidiaries account may
be converted into share capital of the PRC subsidiaries provided it is approved by a resolution passed
in a shareholders’ general meeting and meets other regulatory requirements with the provision that the
ending balance of the statutory surplus reserve does not fall below 25% of the registered share capital
amount.

As at 31 December 2025, retained earnings included statutory reserves fund amounting to HK$2,752,000
(2024: HK$2,189,000).

2025 Annual Report 109



o .
agversan, NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

25 DEFERRED INCOME TAX

The analysis of deferred income tax assets and deferred income tax liabilities is as follows:

As at 31 December
2025 2024

HK$'000 HK$'000

Deferred income tax assets
— to be recovered after more than 12 months 34,100 33,012

Deferred income tax liabilities
— to be settled after more than 12 months 25,929 27,458

Deferred income tax assets and liabilities are offset when taxes related to the same taxation authority and
where offsetting is legally enforceable. The analysis of deferred income tax assets and deferred income
tax liabilities after offsetting is presented in the consolidated statement of financial position as follows:

As at 31 December

2025 2024

HK$'000 HK$'000

Deferred income tax assets — net 12,937 10,568
Deferred income tax liabilities — net 4,766 5,014

The Company and its wholly-owned Hong Kong subsidiaries have applied the tax consolidation legislation
which means that these entities are taxed as a single entity. As a consequence, the deferred income tax
assets and deferred income tax liabilities of these entities have been offset in the consolidated financial
statements of HK$21,163,000 as at 31 December 2025 (2024: HK$22,444,000).

The net movement on the deferred income tax account is as follows:

HK$'000

At 1 January 2024 2,476
Credited to profit or loss (Note 11) 3,083
Exchange difference (5)
At 31 December 2024 5,554
At 1 January 2025 5,554
Credited to profit or loss (Note 11) 2,617
At 31 December 2025 8,171
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25 DEFERRED INCOME TAX (cContinued)

The gross movement in deferred income tax assets and liabilities during the financial years, without taking
into consideration the offsetting of balances within the same tax jurisdiction, is as follows:

Deferred income tax assets

Decelerated Provision of

tax Lease Tax reinstatement
depreciation liabilities losses Others cost Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
At 1 January 2024 6,278 25,428 2,616 435 - 34,757
Credited/(charged) to profit or loss 415 (3,696) 132 - 1,409 (1,740)
Exchange difference - - (5) - - (5)
At 31 December 2024 6,693 21,732 2,743 435 1,409 33,012
At 1 January 2025 6,693 21,732 2,743 435 1,409 33,012
(Charged)/credited to profit or loss (272) (1,453) 2,472 165 176 1,088
At 31 December 2025 6,421 20,279 5,215 600 1,585 34,100

Deferred income tax liabilities

Accelerated

Right-of-use tax Reinstatement

assets  depreciation Cost Total

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

At 1 January 2024 (24,181) (8,100) - (32,281)
Credited to profit or loss 3,793 1,030 - 4,823
At 31 December 2024 (20,388) (7,070) - (27,458)
At 1 January 2025 (20,388) (7,070) - (27,458)
Credited/(charged) to profit or loss 1,120 462 (53) 1,529
At 31 December 2025 (19,268) (6,608) (53) (25,929)
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25 DEFERRED INCOME TAX (cContinued)

Deferred income tax assets are recognised for tax losses carry forward purposes only to the extent that
realisation of the related tax benefits through future taxable profit is probable.

The Group did not recognise deferred income tax assets of HK$12,582,000 (2024: HK$12,242,000) as at
31 December 2025 in respect of tax losses in Hong Kong and in the PRC.

The Group has unrecognised tax losses of HK$62,840,000 (2024: HK$63,051,000) as at 31 December
2025, to carry forward against future profit in Hong Kong. These tax losses afore-mentioned are subject
to final approval by the Inland Revenue Department in Hong Kong and can be carried forward indefinitely.

The Group has unrecognised tax losses of HK$8,854,000 (2024: HK$7,353,000) as at 31 December 2025,
to carry forward against future profit in the PRC. These tax losses expire in the following years:

As at 31 December

2025 2024
HK$'000 HK$'000

Expiry in year:

2025 - 943
2026 355 339
2027 1,671 1,598
2028 1,919 1,836
2029 2,746 2,637
2030 2,163 -

8,854 7,353

As at 31 December 2025, management is of the view that undistributed earnings of certain subsidiaries
in the PRC totalling HK$13,413,000 (2024: HK$8,801,000) are for re-investment in the PRC and not for
distribution. Accordingly, deferred income tax liabilities of HK$670,700 (2024: HK$440,100) have not been
recognised as at 31 December 2025 for the withholding tax that would be payable on the undistributed
profits of subsidiaries in the PRC.

The Group is able to control the timing of reversal of the temporary differences and the temporary
differences are not expected to be reversed in the foreseeable future.
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26 EMPLOYEE BENEFIT OBLIGATIONS - LONG SERVICE PAYMENT

Under the Hong Kong Employment Ordinance, the Group is obligated to make lump sum payments on
cessation of employment in certain circumstances to certain employees who have completed at least
five years of service with the Group. The amount payable is dependent on the employees’ final salary
and years of service, and is reduced by entitlements accrued under the Group’s retirement plan that are
attributable to contributions made by the Group. The Group does not set aside any assets to fund any
remaining obligations. The long service payments are paid out from the Group’s cash in hand when such
payments are required.

The latest actuarial valuation as at 31 December 2025 and 2024 specifically designated for the Group’s
employees was completed by a qualified actuary, Palace Consulting Limited (2024: Same), using projected

unit credit method (2024: Same).

(@) The amount recognised in the consolidated statement of financial position is as follows:

As at 31 December

2025 2024
HK$'000 HK$°000

Present value of defined benefit obligations 4,664 3,992

(b)  Movements in the long service payment obligations recognised in the consolidated statement of
financial position are as follows:

2025 2024

HK$'000 HK$'000

At 1 January 3,992 4,121

Expenses recognised in profit or loss 726 758
Remeasurements recognised in other comprehensive

income (17) (873)

Benefits paid directly by employer (37) (14)

At 31 December 4,664 3,992
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26 EMPLOYEE BENEFIT OBLIGATIONS - LONG SERVICE PAYMENT
(Continued)

(c) Expenses recognised in profit or loss are as follows:

Year ended 31 December

2025 2024

HK$'000 HK$'000

Current service cost 577 614
Interest cost 149 144
726 758

(d) Income recognised in other comprehensive income is as follows:

Year ended 31 December

2025 2024
HK$'000 HK$'000

Remeasurements of employee benefit obligations (17) (873)

(e) The principal actuarial assumptions used as at 31 December 2025 and 2024 (expressed as weighted
average) are as follows:

2025 2024

Discount rate 3.3% 3.7%
Future salary increment 2.0% 2.0%
Return of MPF balances 4.5% 4.5%
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27 TRADE PAYABLES

As at 31 December

2025 2024
HK$°000 HK$°000

Trade payables 32,834 30,140

As at 31 December 2025 and 2024, the ageing analysis of the trade payables, based on invoice date, is as
follows:

As at 31 December

2025 2024

HK$'000 HK$'000

0 to 30 days 15,315 14,480
31 to 60 days 10,443 7,929
61 to 90 days 6,477 4,862
Over 90 days 599 2,869
32,834 30,140

The carrying amounts of the trade payables are denominated in the following currencies:

As at 31 December

2025 2024

HK$°000 HK$°000

HK$ 16,807 12,754
RMB 16,027 17,386
32,834 30,140

2025 Annual Report 115



th ‘
agm NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

28 ACCRUALS AND OTHER PAYABLES

As at 31 December

2025 2024
HK$'000 HK$'000
Accruals for employee benefit expenses 10,649 10,433
Accruals for marketing and promotional expenses 3,516 5,671
Refund liabilities for sales rebate 1,767 1,997
Rental and related expenses payable 1,965 1,713
Office and utilities expenses payable 3,716 4,010
Deferred revenue 1,942 2,268
Consideration payable for property, plant and equipment
acquired 7.161 7,317
Accruals for transportation and delivery charges 1,735 1,963
Accruals for audit fee 1,921 1,800
Other accruals and other payables 16,174 15,105
50,546 52,277

The carrying amounts of the Group’s accruals and other payables are denominated in the following
currencies:

As at 31 December

2025 2024

HK$'000 HK$'000

HK$ 39,265 40,589
RMB 11,281 11,688
50,546 52,277
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29 PROVISION FOR REINSTATEMENT COSTS

As at 31 December

2025 2024
HK$°000 HK$°000

Non-current

Provision for reinstatement costs 6,548 5,057

Current

Provision for reinstatement costs 3,060 3,485
9,608 8,542

Movements on the Group’s provision for reinstatement costs are as follows:

2025 2024

HK$'000 HK$'000

At 1 January 8,542 8,679
Additional provision during the year 1,230 340
Utilisation (164) (477)
At 31 December 9,608 8,542

Accounting policy of provision for reinstatement costs

Provision for reinstatement costs represents the present value of the estimated cost for the restoration
work of the Group's leased retail shops agreed to be carried out upon the expiry of the relevant leases
using a risk-free pre-tax interest rate. The provision has been determined by the directors of the Company
based on their best estimates. The related reinstatement costs, upon initial recognition, have been
included as right-of-use assets in the consolidated statement of financial position (see Note 17).
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30 RECEIPTS IN ADVANCE

As at 31 December

2025 2024
HK$°000 HK$°000

Receipts in advance 168,319 162,555

Movements on the Group’s receipts in advance are as follows:

2025 2024

HK$'000 HK$'000

At 1 January 162,555 149,002
Receipts from sales of pre-paid coupons and credits during

the year 316,810 313,535

Revenue recognised upon the redemption of products by
customers and expiration (311,046) (299,982)
At 31 December 168,319 162,555
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31 BANK BORROWINGS

As at 31 December

2025 2024
HK$°000 HK$°000

Unsecured bank borrowings:

Portion due for repayment within 1 year or on demand 20,475 33,753

Portion due for repayment after 1 year but within 5 years
without repayment on demand clause 4,784 5,001
25,259 38,754

Bank loans due for repayment, based on the scheduled repayment dates set out in the loan agreements
are as follows:

As at 31 December

2025 2024
HK$’000 HK$’000

Unsecured bank borrowings:

Within 1 year 19,050 30,408
Between 1 and 2 years 6,181 2,341
Between 2 and 5 years 28 6,005

25,259 38,754

Borrowings of HK$25,259,000 (2024: HK$38,754,000) is arranged at floating interest rate which was
exposing the Group to cash flow interest rate risk and these borrowings are arranged at the following
interest rates:

As at 31 December
2025 2024

Bank loan at floating rate 3.0% - 6.5% 3.1% - 7.51%

The carrying amounts of bank borrowings approximate their fair values.
The weighted average interest rate is 4.4% as at 31 December 2025 (2024: 6.5%) per annum.

Out of the total carrying amount, approximately HK$16,692,000 (2024: HK$30,242,000) and HK$8,567,000
(2024: HK$8,512,000) are denominated in Hong Kong dollars and Renminbi, respectively.

The Group has complied with the financial covenants of its bank borrowings during the years ended 31
December 2025 and 2024, which relate to asset balances and the financial ratio. There are no indications
that the Group would have difficulties complying with the covenants when they will be next tested as at
30 June 2026 interim reporting date.
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32 RELATED PARTY BALANCE AND TRANSACTIONS

The Company is controlled by Think Expert Investments Limited, Prestigious Time Limited and YITAO
Investments Limited (all incorporated in the British Virgin Islands), which collectively owns 61.59% (2024:
61.59%) of the Company’s shares as at 31 December 2025. The remaining 38.41% (2024: 38.41%) of the
shares are widely held. The ultimate controlling parties of Think Expert Investments Limited, Prestigious
Time Limited and YITAO Investments Limited are Ms. Wong Pui Chu, Mrs. Kwan Chan Lai Lai and Mr. Tse
Po Tat, respectively.

For the purposes of these consolidated financial statements, party is considered to be related to the
Group if the party has the ability, directly or indirectly, to exercise significant influence over the Group
in making financial and operating decisions. Related party may be individuals (being members of key
management personnel, significant shareholders and/or their close family members) or other entities and
include entities which are under the significant influence of related party of the Group where those party
is an individual. Party is also considered to be related if it is subject to common control.

(a) Key management compensation

Key management includes directors (executive and non-executive) and the senior management of
the Group. The compensation paid or payable to key management for employee services is shown
below:

Year ended 31 December

2025 2024

HK$'000 HK$'000

Salaries, allowances and benefits in kind 16,752 16,982
Discretionary bonuses 315 682
Pension costs 191 198
17,258 17,862
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33 NOTES TO THE CONSOLIDATED STATEMENT OF CASH FLOWS

(a) Reconciliation of loss before income tax to cash generated from

operations
Year ended 31 December
2025 2024
HK$'000 HK$'000
Loss before income tax (16,629) (18,284)
Adjustments for:
Interest income 10 (82) (148)
Interest expenses 10 8,228 10,108
Unrealised foreign exchange loss 151 -
Losses on disposal of property, plant and
equipment 33(b) 180 192
Gain on derecognition of right-of-use assets, net (6) -
Depreciation of property, plant and equipment 15 27,973 33,943
Depreciation of right-of-use assets 17(a) 91,332 95,770
Provision for reinstatement costs 312 278
Provision for obsolete inventories 18 109 169
Provision for impairment on right-of-use assets 17(a) 941 195
Amortisation of intangible assets 16 704 704
Impairment loss on financial assets 8 232 141
Provision for employee benefit obligations 26(c) 577 614
114,022 123,682
Changes in working capital:
(Increase)/decrease in inventories (837) 13,024
Decrease in trade receivables 11,702 3,029
(Increase)/decrease in prepayments,
deposits and other receivables (568) 1,778
Increase/(decrease) in trade payables 1,958 (7,300)
Increase in accruals and other payables and
receipts in advance 3,626 6,225
Cash generated from operations 129,903 140,438
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33 NOTES TO THE CONSOLIDATED STATEMENT OF CASH FLOWS

(Continued)

(b) Disposal of property, plant and equipment

Year ended 31 December

2025 2024
HK$°000 HK$°000

Property, plant and equipment

Net book value 15 180 220
Losses on disposal of property, plant and
equipment 7 (180) (192)

Proceeds from disposal of property,
plant and equipment - 28

(c) Net debt reconciliation

This section sets out an analysis of net debt and the movements in net debt for each of the periods
presented.

As at 31 December

2025 2024
Net debt HK$'000 HK$'000
Cash and cash equivalents 119,022 110,247
Borrowings - repayable within one year (20,475) (33,753)
Borrowings - repayable after one year (4,784) (5,001)
Lease liabilities (123,645) (133,015)
Net debt (29,882) (61,522)
Cash and cash equivalents 119,022 110,247
Gross debt — variable interest rates (25,259) (38,754)
Gross debt — fixed interest rates (123,645) (133,015)
Net debt (29,882) (61,522)
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33 NOTES TO THE CONSOLIDATED STATEMENT OF CASH FLOWS

(Continued)

(c) Net debt reconciliation (Continued)

Liabilities from financing activities

Borrowing  Borrowing

due within due after Lease

Cash 1 year 1 year liabilities Total

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

As at 1 January 2024 88,530 (36,566) - (155,380) (103,416)
Cash flows 22,436 2,813 (5,001) 94,564 114,812
Interest payments - 2,433 - 7,531 9,964
Non-cash movement - net - - - (72,199) (72,199)
Interest expenses - (2,433) - (7,531) (9,964)
Foreign exchange adjustments (719) - - - (719)
As at 31 December 2024 110,247 (33,753) (5,001) (133,015) (61,522)
Cash flows 8,049 13,448 426 89,525 111,448
Interest payments - 1,412 - 6,667 8,079
Non-cash movement - net - (151) - (80,155) (80,306)
Interest expenses - (1,412) - (6,667) (8,079)
Foreign exchange adjustments 726 (19) (209) - 498
As at 31 December 2025 119,022 (20,475) (4,784) (123,645) (29,882)

34 COMMITMENTS

Capital commitments

Significant capital expenditure contracted for at the end of the reporting period but not recognised as
liabilities is as follows:

As at 31 December

2025 2024
HK$'000 HK$'000

Contracted but not provided for:
Property, plant and equipment 10,277 9,799
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35 STATEMENT OF FINANCIAL POSITION AND RESERVE
MOVEMENT OF THE COMPANY

Statement of Financial Position of the Company

As at 31 December

2025
HK$'000
ASSETS
Non-current assets
Investment in a subsidiary 31,927 31,927
Amounts due from subsidiaries 277,530 277,704
309,457 309,631

Current assets
Prepayments, deposits and other receivables 443 228
Cash and cash equivalents 780 310

_____________ 1223 538
Total assets 310,680 310,169
EQUITY
Share capital 6,559 6,559
Reserves (Note (a)) 302,413 302,420
Total equity B 308.972% 3087979
LIABILITIES
Current liabilities
Accruals and other payables 1 ,708 _____________ 1,190
Total equity and liabilities 310,680 310,169

The statement of financial position of the Company was approved by the Board of Directors of the
Company on 30 March 2026 and were signed on its behalf.

TSE Po Tat WONG Pui Chu
Director Director
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35 STATEMENT OF FINANCIAL POSITION AND RESERVE
MOVEMENT OF THE COMPANY (continued)

Statement of Financial Position of the Company (Continued)

Note:

(a) Reserve movement of the Company

Share-based
Share Capital compensation Retained

premium reserve reserve earnings Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

At 31 December 2023 and 1 January 2024 188,104 107,992 5,421 940 302,457

Total comprehensive loss

Loss for the year - - - _______£3i7_) _______§3‘_7_)
At 31 December 2024 188,104 107,992 5,421 903 302,420
At 31 December 2024 and 1 January 2025 188,104 107,992 5,421 903 302,420

Total comprehensive loss
Loss for the year - - - (7) (7)

At 31 December 2025 188,104 107,992 5,421 896 302,413
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36 BENEFITS AND INTERESTS OF DIRECTORS

(a) Directors’ emoluments

The remuneration of the Directors is set out below respectively:

For the year ended 31 December 2025

Emoluments paid or payable in respect of a person’s services as a Director,
whether of the Company or its subsidiaries undertaking:

Basic salaries,

housing Employer’s

allowances, contribution

other of a

allowances retirement

and benefit- Discretionary benefit
Fees in-kind bonuses scheme Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

Executive directors

Ms. Wong Pui Chu - 2,170 47 18 2,235

Mr. Tse Po Tat - 2,604 56 18 2,678

Dr. Szeto Wing Fu - 2,959 64 18 3,041
- 7,733 167 54 7,954

Independent non-executive

directors

Prof. Sin Yat Ming 258 - - - 258

Mr. Andrew Look 258 - - - 258

Mr. Yeung Chu Kwong 258 - - - 258

774 - - - 774
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36 BENEFITS AND INTERESTS OF DIRECTORS (continued)

(a) Directors’ emoluments (Continued)
For the year ended 31 December 2024

Emoluments paid or payable in respect of a person’s services as a Director,
whether of the Company or its subsidiaries undertaking:

Basic salaries,
housing Employer's
allowances, contribution
other of a
allowances retirement

and benefit- Discretionary benefit

Fees in-kind bonuses scheme Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

Executive directors

Ms. Wong Pui Chu - 2,152 94 18 2,264
Mr. Tse Po Tat - 2,582 112 18 2,712
Dr. Szeto Wing Fu - 2,935 128 18 3,081

- 7,669 334 54 8,057

Independent non-executive

directors
Mr. Kiu Wai Ming (i) 60 - - - 60
Prof. Sin Yat Ming 258 - - - 258
Mr. Andrew Look 258 - - - 258
Mr. Yeung Chu Kwong (ii) 199 - - - 199

775 - - - 775

(i) Mr. Kiu Wai Ming resigned on 25 March 2024 as an independent non-executive director of the Company
due to personal reason and he has confirmed that he has no disagreement with the board of directors of
the Company and nothing relating to the affairs of the Company needed to be brought to the attention of
shareholder of the Company.

(i) Mr. Yeung Chu Kwong joined on 25 March 2024 as an independent non-executive director of the Company.

There was no arrangement during the years ended 31 December 2025 and 2024 under which a
Director waived or agreed to waive any remuneration, and no emoluments were paid by the Group
to the Directors as an inducement to join or upon joining the Group, or as compensation for loss of
office.

2025 Annual Report 127



NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

36 BENEFITS AND INTERESTS OF DIRECTORS (continued)

(b) Directors’ termination benefits

None of the Directors received any termination benefits during the years ended 31 December 2025
and 2024.

(c) Consideration provided to third parties for making available directors’
services

During the years ended 31 December 2025 and 2024, the Company did not pay consideration to any
third parties for making available Directors’ services.

(d) Information about loans, quasi-loans and other dealings in favour of
directors, bodies corporate controlled by and entities connected with
such directors

As at 31 December 2025 and 2024, there are no loans, quasi-loans and other dealing arrangements
in favour of directors, bodies corporate controlled by and entities connected with such Directors.

(e) Directors’ material interests in transactions, arrangements or contracts

No significant transactions, arrangements and contracts in relation to the Group’s business to which
the Company was a party and in which a Director of the Company had a material interest, whether
directly or indirectly, subsisted at the end of the 31 December 2025 and 2024 or at any time during
the years ended 31 December 2025 and 2024.

37 SUMMARY OF OTHER POTENTIALLY MATERIAL ACCOUNTING
POLICIES

37.1 Principles of consolidation
37.1.1 Subsidiaries

Subsidiaries are all entities over which the Group has control. The Group controls an entity
where the Group is exposed to, or has rights to, variable returns from its involvement with the
entity and has the ability to affect those returns through its power to direct the activities of the
entity. Subsidiaries are fully consolidated from the date on which control is transferred to the
Group. They are deconsolidated from the date that control ceases. The acquisition method of
accounting is used to account for business combinations by the Group (refer to Note 37.2).

Inter-company transactions, balances and unrealised gains on transactions between group
companies are eliminated. Unrealised losses are also eliminated unless the transaction provides
evidence of an impairment of the transferred asset. Accounting policies of subsidiaries have
been changed where necessary to ensure consistency with the policies adopted by the Group.

Non-controlling interests in the results and equity of subsidiaries are shown separately in the

consolidated statement of profit or loss and other comprehensive income, statement of financial
position and statement of changes in equity respectively.
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37 SUMMARY OF OTHER POTENTIALLY MATERIAL ACCOUNTING
POLlClES (Continued)

37.1 Principles of consolidation (Continued)

37.1.2 Changes in ownership interests

The Group treats transactions with non-controlling interests that do not result in a loss of
control as transactions with equity owners of the Group. A change in ownership interest results
in an adjustment between the carrying amounts of the controlling and non-controlling interests
to reflect their relative interests in the subsidiary. Any difference between the amount of the
adjustment to non-controlling interests and any consideration paid or received is recognised in
a separate reserve within equity attributable to owners of the Company.

When the Group ceases to consolidate an investment because of a loss of control, any retained
interest in the entity is remeasured to its fair value with the change in carrying amount
recognised in the profit or loss. This fair value becomes the initial carrying amount for the
purposes of subsequently accounting for the retained interest as a joint venture, an associate
or a financial asset. In addition, any amounts previously recognised in other comprehensive
income in respect of that entity are accounted for as if the Group had directly disposed of
the related assets or liabilities. This may mean that amounts previously recognised in other
comprehensive income are reclassified to profit or loss or transferred to another category of
equity as specified/permitted by applicable HKFRS Accounting Standards.

37.2 Business combinations

The acquisition method of accounting is used to account for all business combinations, regardless

of whether equity instruments or other assets are acquired. The consideration transferred for the

acquisition of a subsidiary comprises the:

fair values of the assets transferred,

liabilities incurred to the former owners of the acquired business,

equity interests issued by the Group,

fair value of any asset or liability resulting from a contingent consideration arrangement, and

fair value of any pre-existing equity interest in the subsidiary.

Identifiable assets acquired and liabilities and contingent liabilities assumed in a business
combination are, with limited exceptions, measured initially at their fair values at the acquisition

date. The Group recognises any non-controlling interest in the acquired entity on an acquisition-by-

acquisition basis either at fair value or at the non-controlling interest’'s proportionate share of the

acquired entity’s net identifiable assets.

Acquisition-related costs are expensed as incurred.
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37 SUMMARY OF OTHER POTENTIALLY MATERIAL ACCOUNTING
POLlClES (Continued)

37.2 Business combinations (Continued)

The excess of the:
o consideration transferred,
J amount of any non-controlling interest in the acquired entity, and

o acquisition-date fair value of any previous equity interest in the acquired entity over the fair
value of the net identifiable assets acquired is recorded as goodwill. If those amounts are less
than the fair value of the net identifiable assets of the business acquired, the difference is
recognised directly in profit or loss as a bargain purchase.

Where settlement of any part of cash consideration is deferred, the amounts payable in the future
are discounted to their present value as at the date of exchange. The discount rate used is the
entity’s incremental borrowing rate, being the rate at which a similar borrowing could be obtained
from an independent financier under comparable terms and conditions. Contingent consideration
is classified either as equity or a financial liability. Amounts classified as a financial liability are
subsequently remeasured to fair value with changes in fair value recognised in profit or loss.

If the business combination is achieved in stages, the acquisition date carrying value of the acquirer’s
previously held equity interest in the acquiree is remeasured to fair value at the acquisition date. Any
gains or losses arising from such remeasurement are recognised in profit or loss.

317.3 Separate financial statements

Investments in subsidiaries are accounted for at cost less impairment. Cost includes direct
attributable costs of investment. The results of subsidiaries are accounted for by the Company on
the basis of dividend received and receivable.

Impairment testing of the investments in subsidiaries is required upon receiving a dividend from
these investments if the dividend exceeds the total comprehensive income of the subsidiary in the
period the dividend is declared or if the carrying amount of the investment in the separate financial
statements exceeds the carrying amount in the consolidated financial statements of the investee’s
net assets including goodwill.
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37 SUMMARY OF OTHER POTENTIALLY MATERIAL ACCOUNTING
POLlClES (Continued)

37.4 Foreign currency translation

(a)

(b)

(c)

Functional and presentation currency

Items included in the financial statements of each of the Group’s entities are measured using
the currency of the primary economic environment in which the entity operates (the “functional
currency”). The consolidated financial statements are presented in Hong Kong dollars, which is
the Company’s functional and Group's presentation currency.

Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange
rates at the dates of the transactions. Foreign exchange gains and losses resulting from the
settlement of such transactions and from the translation of monetary assets and liabilities
denominated in foreign currencies at year end exchange rates are generally recognised in profit
or loss.

All foreign exchange gains and losses are presented in the consolidated statement of profit or
loss and other comprehensive income within ‘other income, net’.

Group companies

The results and financial position of foreign operations (none of which has the currency of a
hyperinflationary economy) that have a functional currency different from the presentation
currency are translated into the presentation currency as follows:

o assets and liabilities for each statement of financial position presented are translated at
the closing rate at the date of that statement of financial position;

° income and expenses for each statement of profit or loss and other comprehensive
income are translated at average exchange rates (unless this average is not a reasonable
approximation of cumulative effect of the rates prevailing on the transaction dates, in
which case income and expenses are translated at the dates of the transactions); and

o all resulting currency translation differences are recognised in other comprehensive

income.
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37 SUMMARY OF OTHER POTENTIALLY MATERIAL ACCOUNTING
POLlClES (Continued)

37.5 Impairment of non-financial assets

Assets that are subject to depreciation or amortisation are tested for impairment whenever events or
changes in circumstances indicate that the carrying amount may not be recoverable. An impairment
loss is recognised for the amount by which the asset’s carrying amount exceeds its recoverable
amount. The recoverable amount is the higher of an asset’s fair value less costs of disposal and value
in use. For the purposes of assessing impairment, assets are grouped at the lowest levels for which
there are separately identifiable cash inflows which are largely independent of the cash inflows from
other assets or groups of assets (cash-generating units). Non-financial assets other than goodwill
that suffered an impairment are reviewed for possible reversal of the impairment at the end of each
reporting period.

37.6 Investments and other financial assets

(a) Classification
The Group classifies its financial assets in the following measurement categories:

° those to be measured subsequently at fair value (either through other comprehensive
income or through profit or loss), and

° those to be measured at amortised cost.

The classification depends on the entity’s business model for managing the financial assets and
the contractual terms of the cash flows.

For assets measured at fair value, gains and losses will either be recorded in profit or loss
("FVPL") or other comprehensive income ("FVOCI"). For investments in equity instruments
that are not held for trading, this will depend on whether the Group has made an irrevocable
election at the time of initial recognition to account for the equity investment at FVOCI.

The Group reclassifies debt investments when and only when its business model for managing
those assets changes.

(b) Recognition and derecognition
Regular way purchases and sales of financial assets are recognised on trade-date, the date on
which the Group commits to purchase or sell the asset. Financial assets are derecognised when
the rights to receive cash flows from the financial assets have expired or have been transferred
and the Group has transferred substantially all the risks and rewards of ownership.
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37 SUMMARY OF OTHER POTENTIALLY MATERIAL ACCOUNTING
POLlClES (Continued)

37.6 Investments and other financial assets (Continued)

(c)

(d)

Measurement

At initial recognition, the Group measures a financial asset at its fair value plus, in the case of a
financial asset not at FVPL, transaction costs that are directly attributable to the acquisition of
the financial asset. Transaction costs of financial assets carried at FVPL are expensed in profit or
loss.

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

The Group classifies all of its debt instruments to be measured at amortised cost. Assets
that are held for collection of contractual cash flows where those cash flows represent solely
payments of principal and interest are measured at amortised cost. Interest income from these
financial assets is included in finance income using the effective interest rate method. Any gain
or loss arising on derecognition is recognised directly in profit or loss and presented in ‘other
income, net’ together with foreign exchange gains and losses.

Equity instruments

The Group subsequently measures all equity investments at fair value. Where the Group's
management has elected to present fair value gains and losses on equity investments in
other comprehensive income, there is no subsequent reclassification of fair value gains and
losses to profit or loss following the derecognition of the investment. Dividends from such
investments continue to be recognised in the consolidated statement of profit or loss and
other comprehensive income as "“other income” when the Group’s right to receive payments is
established.

Impairment

The Group assesses on a forward-looking basis the expected credit losses associated with its
debt instruments carried at amortised cost. The impairment methodology applied depends on
whether there has been a significant increase in credit risk. For trade receivables, the Group
applies the simplified approach permitted by HKFRS 9, which requires expected lifetime losses
to be recognised from initial recognition of the receivables. For other receivables, the Group
applies the general approach, expected credit losses are assessed according to change in credit
quality since initial recognition. See Note 3.1(b) for further details.

37.7 Offsetting financial instruments

Financial assets and liabilities are offset and the net amount reported in the consolidated statement

of financial position when there is a legally enforceable right to offset the recognised amounts and

there is an intention to settle on a net basis or realise the asset and settle the liability simultaneously.

The legally enforceable right must not be contingent on future events and must be enforceable in

the normal course of business and in the event of default, insolvency or bankruptcy of the company
or the counterparty. There is no offsetting of financial instruments as at 31 December 2025 and
2024.
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37 SUMMARY OF OTHER POTENTIALLY MATERIAL ACCOUNTING
POLlClES (Continued)

37.8 Cash and cash equivalents

For the purpose of presentation in the consolidated statement of cash flows, cash and cash
equivalents includes cash on hand, deposits held at call with financial institutions, other short-term,
highly liquid investments with original maturities of three months or less that are readily convertible
to known amounts of cash and which are subject to an insignificant risk of changes in value.

37.9 Share capital

Ordinary shares are classified as equity.

Incremental costs directly attributable to the issue of new shares or options are shown in equity as a
deduction, net of tax, from the proceeds.

3110 Trade and other payables

Trade and other payables represent liabilities for goods and services provided to the Group prior
to the end of financial year which are unpaid. Trade and other payables are presented as current
liabilities unless payment is not due within 12 months after the reporting period. They are recognised
initially at their fair value and subsequently measured at amortised cost using the effective interest
method.

3111 Borrowings and borrowing costs

Borrowings are initially recognised at fair value, net of transaction costs incurred. Borrowings are
subsequently measured at amortised cost. Any difference between the proceeds (net of transaction
costs) and the redemption amount is recognised in the consolidated statement of profit or loss and
other comprehensive income over the period of the borrowings using the effective interest method.

Fees paid on the establishment of loan facilities are recognised as transaction costs of the loan to
the extent that it is probable that some or all of the facility will be drawn down. In this case, the fee
is deferred until the draw-down occurs. To the extent there is no evidence that it is probable that
some or all of the facility will be drawn down, the fee is capitalised as a pre-payment for liquidity
services and amortised over the period of the facility to which it relates.

Borrowings are removed from the consolidated statement of financial position when the obligation
specified in the contract is discharged, cancelled or expired. The difference between the carrying
amount of a financial liability that has been extinguished or transferred to another party and the
consideration paid, including any non-cash assets transferred or liabilities assumed, is recognised in
the consolidated statement of profit or loss and other comprehensive income as finance costs.

Borrowings are classified as current liabilities unless, at the end of the reporting period, the Group
has a right to defer settlement of the liability for at least 12 months after the reporting period.

Covenants that the Group is required to comply with, on or before the end of the reporting period,
are considered in classifying loan arrangements with covenants as current or non-current. Covenants
that the Group is required to comply with after the reporting period do not affect the classification
at the reporting date.
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37 SUMMARY OF OTHER POTENTIALLY MATERIAL ACCOUNTING
POLlClES (Continued)

3111 Borrowings and borrowing costs (Continued)

General and specific borrowing costs that are directly attributable to the acquisition, construction or
production of a qualifying asset are capitalised during the period of time that is required to complete
and prepare the asset for its intended use or sale. Qualifying assets are assets that necessarily take a
substantial period of time to get ready for their intended use or sale.

Investment income earned on the temporary investment of specific borrowings pending their
expenditure on qualifying assets is deducted from the borrowing costs eligible for capitalisation.

Other borrowing costs are expensed in the period in which they are incurred.

3712 Deferred revenue

Deferred revenue represents outstanding customer loyalty credits, which are accounted for as a
separate component of the sales transaction in which they are granted. A portion of the fair value of
the consideration received is allocated to the expected award credits redeemed and deferred. This is
then recognised as revenue over the period that the award credits are redeemed or upon the expiry
date.

3113 Employee benefits

(a) Employee leave entitlements
Employee entitlements to annual leave are recognised when they accrue to employees. A
provision is made for the estimated liability for annual leave as a result of services rendered by
employees up to the end of the reporting period.

Employee entitlements to sick leave and maternity leave are not recognised until the time of
leave.
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3113 Employee benefits (Continued)

(b) Retirement benefit obligations

The subsidiaries of the Group in Hong Kong elected to contribute to the Mandatory Provident
Fund Scheme (“MPF Scheme”). The MPF Scheme is a defined contribution retirement benefit
plan administered by independent trustees. Under the MPF Scheme, both the employer and
employees are required to contribute 5% of the employee’s monthly salaries (capped at
HK$30,000). Contributions from the employer equivalent to the contribution as specified at the
rules of the MPF Scheme are 100% vested as soon as they are paid to the relevant MPF Scheme
but all benefits derived from the mandatory contributions must be preserved until the employee
reaches the age of 65, subject to a few exceptions. As to the employer’s contribution in excess
of the portion vested in the MPF Scheme the employees are entitled to 100% of it after 10
years of completed service or at a reduced scale after completion of 3 to 9 years’ service. No
forfeited contributions for the Group is available to reduce the contribution payment in the
future years.

The contributions to both schemes are not reduced by contributions forfeited by those
employees who leave the fund prior to vesting fully in the contributions.

The assets of the fund are held separately from those of the Group in the independently
administered fund.

The employees of the Group’s subsidiaries which operate in the PRC are required to participate
in central pension schemes operated by the local municipal government. The subsidiaries are
required to contribute certain percentage of the payroll costs to the central pension schemes.
The contributions to the defined contribution retirement scheme are charged in profit or loss as
they become payable in accordance with the rules of the central pension schemes.
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37 SUMMARY OF OTHER POTENTIALLY MATERIAL ACCOUNTING
POLlClES (Continued)

3113 Employee benefits (Continued)

(c)

(d)

(e)

Profit-sharing and bonus plans

The Group recognises a liability and an expense for bonuses and profit-sharing, based on a
formula that takes into consideration the profit attributable to the owners of the Company after
certain adjustments. The Group recognises a provision where contractually obliged or where
there is a past practice that has created a constructive obligation.

Termination benefits

Termination benefits are payable when employment is terminated by the Group before the
normal retirement date, or when an employee accepts voluntary redundancy in exchange
for these benefits. The Group recognises termination benefits at the earlier of the following
dates: (a) when the Group can no longer withdraw the offer of those benefits; and (b) when
the entity recognises costs for a restructuring that is within the scope of HKAS 37 and involves
the payment of terminations benefits. In the case of an offer made to encourage voluntary
redundancy, the termination benefits are measured based on the number of employees
expected to accept the offer. Benefits falling due more than 12 months after the end of the
reporting period are discounted to present value.

Long service payments

The Group’s net obligation in respect of long service amounts payable on cessation of
employment in certain circumstances under the Hong Kong Employment Ordinance is the
amount of future benefit that employees have earned in return for their service in the current
and prior periods.

The long service payment liabilities are assessed by using the projected unit credit method by a
qualified actuary. The cost of providing the long service payment liabilities is charged to profit
or loss so as to spread the costs over the service lives of employees.

The long service payment liabilities are discounted to determine the present value and reduced
by entitlements by employees accrued under the Group’s defined contribution retirement
scheme that is attributable to contributions made by the Group as deemed employee
contributions. Actuarial gains and losses arising from experience adjustments and changes in
actuarial assumptions are credited or charged to other comprehensive income in the period in
which they arise, respectively. As a result of plan amendment, a past service cost, arising from
the change in the present value of the defined benefit obligation for employee service in prior
periods on the date of plan amendment, is recognised as an expense.

2025 Annual Report

137



NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

37 SUMMARY OF OTHER POTENTIALLY MATERIAL ACCOUNTING
POLlClES (Continued)

3114 Share based payments

The Group operates an equity-settled, share based compensation plan, under which the Group
receives services from employees as consideration for equity instruments (options) of the Group. The
fair value of options granted is recognised as an employee benefits expense with a corresponding
increase in equity. The total amount to be expensed is determined by reference to the fair value of
the options granted:

° including any market performance conditions (for example, an entity’s share price);

o excluding the impact of any service and non-market performance vesting conditions (for
example, profitability, sales growth targets and remaining an employee of the entity over a
specified time period); and

o including the impact of any non-vesting conditions (for example, the requirement for employees
to save).

The total expense is recognised over the vesting period, which is the period over which all of the
specified vesting conditions are to be satisfied. At the end of each period, the Group revises its
estimates of the number of options that are expected to vest based on the non-market vesting
and service conditions. It recognises the impact of the revision to original estimates, if any, in the
consolidated statement of profit or loss and other comprehensive income, with a corresponding
adjustment to equity.

In addition, in some circumstances employees may provide services in advance of the grant date and
therefore the grant date fair value is estimated for the purposes of recognising the expense during
the period between service commencement period and grant date.

When the options are exercised, the Company issues new shares. The proceeds received net of any
directly attributable transaction costs are credited to share capital (and share premium).

The grant by the Company of options over its equity instruments to the employees of subsidiary
undertakings in the Group is treated as a capital contribution. The fair value of employee services
received, measured by reference to the grant date fair value, is recognised over the vesting period
as an increase to investment in subsidiary undertakings, with a corresponding credit to equity in the
parent entity accounts.

37.15 Provisions

Provisions are recognised when the Group has a present legal or constructive obligation as a result
of past events, it is probable that an outflow of resources will be required to settle the obligation
and the amount can be reliably estimated. Provisions are not recognised for future operating losses.

Where there are a number of similar obligations, the likelihood that an outflow will be required
in settlement is determined by considering the class of obligations as a whole. A provision is
recognised even if the likelihood of an outflow with respect to any one item included in the same
class of obligations may be small.
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POLlClES (Continued)

37.15 Provisions (Continued)

Provisions are measured at the present value of management’'s best estimate of the expenditure
required to settle the present obligation at the end of the reporting period. The discount rate used
to determine the present value is a pre-tax rate that reflects current market assessments of the time
value of money and the risks specific to the liability. The increase in the provision due to the passage
of time is recognised as interest expense.

37.16 Contract liabilities

A contract liability is an entity’s obligation to transfer goods or services to a customer for which the
entity has received consideration. Contract liabilities comprise of “receipts in advance” and “deferred
revenue” in the consolidated statement of financial position.

3717 Interest income

Interest income on financial assets at amortised cost calculated using the effective interest method
is recognised in the consolidated statement of profit or loss and other comprehensive income as
interest income.

Interest income is presented as finance income where it is earned from financial assets that are held
for cash management purposes. Any other interest income is included in “other income, net”.

Interest income is calculated by applying the effective interest rate to the gross carrying amount of
a financial asset except for financial assets that subsequently become credit-impaired. For credit-
impaired financial assets the effective interest rate is applied to the net carrying amount of the
financial asset (after deduction of the loss allowance).

37.18 Dividend distribution

Provision is made for the amount of any dividend declared, being appropriately authorised and
no longer at the discretion of the entity, on or before the end of the reporting period but not
distributed at the end of the reporting period.
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Q:: FIVE-YEAR FINANCIAL SUMMARY

A summary of the results and of the assets, equity and liabilities of the Group for the last five financial years is

as follows.

RESULTS

Revenue

(Loss)/profit before income tax
Income tax credit/(expense)

(Loss)/profit for the year

(Loss)/profit attributable to:

Owners/equity holders of the
Company

Non-controlling interests

ASSETS AND LIABILITIES

Assets
Non-current assets
Current assets

Total assets

Equity and liabilities
Total equity

Non-current liabilities
Current liabilities

Total liabilities

Total equity and liabilities
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Year ended 31 December

2025 2024 2023 2022 2021
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
(Restated)

600,282 620,732 672,729 686,718 695,996
(16,629) (18,284) (44,937) 540 9,499
1,998 2,474 2,321 (4,668) (2,357)
(14,631) (15,810) (42,616) (4,128) 7,142
(16,718) (13,693) (34,621) 5,271 8,223
2,087 (2,117) (7,995) (9,399) (1,081)
(14,631) (15,810) (42,616) (4,128) 7,142

As at 31 December

2025 2024 2023 2022 2021
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
(Restated)

413,627 438,428 485,324 494,473 548,953
232,889 231,821 228,439 265,315 265,113
646,516 670,249 713,763 759,788 814,066
226,395 235,201 255,876 306,645 334,961
74,628 74,528 88,492 80,728 90,079
345,493 360,520 369,395 372,415 389,026
420,121 435,048 457,887 453,143 479,105
646,516 670,249 713,763 759,788 814,066




—— ®
i%ﬁ@“ !“)L
3
H““E H""( TIING anniversary &

Hung Fook Tong Group Holdings Limited

RIEEREZERBRAS

www.hungfooktong.com

®
MIX/ REER
Paper | Supporting responsible forestry
B | 28 MITHHN

Eﬁg FSC®C021898




	COVER
	CONTENTS
	CORPORATE INFORMATION
	HIGHLIGHTS OF THE YEAR 2025
	CHAIRMAN’S STATEMENT
	MANAGEMENT DISCUSSION AND ANALYSIS
	ENVIRONMENTAL, SOCIAL AND GOVERNANCE
	AWARDS AND RECOGNITION
	DIRECTORS AND SENIOR MANAGEMENT
	DIRECTORS’ REPORT
	CORPORATE GOVERNANCE REPORT
	INDEPENDENT AUDITOR’S REPORT
	CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
	CONSOLIDATED STATEMENT OF FINANCIAL POSITION
	CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
	CONSOLIDATED STATEMENT OF CASH FLOWS
	NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
	FIVE-YEAR FINANCIAL SUMMARY
	BACK COVER

