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CORPORATE INFORMATION
AREH

BOARD OF DIRECTORS

Executive Directors

Mr. CHONG Tsz Ngai (Chairman)

Mr. TSE Hok Kan (re-designated on 7 May 2025)
Mr. TSE Wun Cheung (appointed on 7 May 2025)
Mr. CHAN Wing Kit (Chief Executive Officer)

(appointed on 25 July 2025)

Mr. TSE Kam Pang (resigned on 25 July 2025)

Independent Non-executive Directors

Prof. KWAN Pun Fong Vincent
Prof. LEE Chack Fan

Ms. CHEN Jianhua

Prof. SIT Wing Hang, Alfred

AUDIT COMMITTEE

Prof. KWAN Pun Fong Vincent (Chairman of committee)
Prof. LEE Chack Fan

Ms. CHEN Jianhua

Prof. SIT Wing Hang, Alfred

REMUNERATION COMMITTEE

Prof. KWAN Pun Fong Vincent (Chairman of committee)
Prof. LEE Chack Fan

Ms. CHEN Jianhua

Prof. SIT Wing Hang, Alfred

NOMINATION COMMITTEE

Prof. KWAN Pun Fong Vincent (Chairman of committee)
Prof. LEE Chack Fan

Ms. CHEN Jianhua

Prof. SIT Wing Hang, Alfred
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CORPORATE INFORMATION (CONTINUED)
DRIER(E)

COMPANY SECRETARY

Mr. CHAN Wing Kit (appointed on 30 June 2025)
Mr. LAM Hoi Lun (resigned on 30 June 2025)

AUTHORISED REPRESENTATIVES

Mr. CHONG Tsz Ngai
Mr. CHAN Wing Kit (appointed on 30 June 2025)
Mr. LAM Hoi Lun (resigned on 30 June 2025)

AUDITORS

HLB Hodgson Impey Cheng Limited

PRINCIPAL SHARE REGISTRAR AND TRANSFER
OFFICE IN THE CAYMAN ISLANDS

Conyers Trust Company (Cayman) Limited
Cricket Square

Hutchins Drive

P.O. Box 2681

Grand Cayman KY1-1111

Cayman Islands

HONG KONG BRANCH SHARE REGISTRAR

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

REGISTERED OFFICE

Cricket Square
Hutchins Drive
P.O. Box 2681
Grand Cayman KY1-1111

Cayman Islands
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CORPORATE INFORMATION (CONTINUED)
NREIEF(E)

PRINCIPAL PLACE OF BUSINESS IN HONG KONG

Unit 3103, 31 Floor, Trendy Centre
682 Castle Peak Road
Cheung Sha Wan, Kowloon, Hong Kong

PRINCIPAL BANKERS

Bank of China (Hong Kong) Limited

Agricultural Bank of China Limited

The Hongkong and Shanghai Banking Corporation Limited
Zhejiang Haining Rural Commercial Bank Company Limited
Bank of Huzhou Company Limited

STOCK CODE

1575

WEBSITE

www.theregalpartners.com

INVESTOR RELATIONS CONSULTANT

DLK Advisory Group Limited
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FINANCIAL HIGHLIGHTS
MBHE

Revenue decreased by approximately 45.0% to approximately
RMB65.7 million in 2025 (2024: approximately RMB119.5

million)

The Group recorded a gross profit of approximately RMB2.9
million in 2025 (2024: approximately RMB27.9 million)

The Group's loss for the year decreased by approximately 0.3%
to approximately RMB88.3 million in 2025 (2024: approximately
RMB88.6 million)

Basic loss per share was approximately RMB2.80 cents in 2025 as
compared with basic loss per share of approximately RMB3.28
cents in 2024

The Board did not recommend the payment of a final dividend
(2024: RMB nil) for the year ended 31 December 2025

2025F WA D 4945.0% =L AR
65.7 8 BT(20244F : HARME119.5
AET)

AEER2025F B EFH AR
29BETT(20245F - HARK2798H
g7r)

AEB2025FHFREER DL
03%EHMARHESSIFE TL(2024
FHARKEE6EET)

2025F FRERGELAARE2.80
D MAFFHRERNEBHBAR
#3285

EEGTEBIREE 202597128
31 HIEFEMRERE(20245F © A
R¥ZT)

EEERERABRE AT 2025 F3§ 5



CHAIRMAN'S STATEMENT
EFHRE

Dear shareholders,

On behalf of the board (the “Board”) of directors (the “Directors”)
of Regal Partners Holdings Limited (the “Company” or “Regal
Partners”), | am pleased to present the annual report of the
Company and its subsidiaries (the “Group”) for the year ended
31 December 2025 (“2025") to shareholders of the Company (the
“Shareholders”).

2025 was a pivotal year for the Group as we completed the core
phases of our business restructuring and laid a clear foundation for
sustainable recovery and growth.

Under the leadership of the new management team, we rebuilt our
brand in the global sofa market and restored customer confidence,
securing inclusion on several major buyers’ approved-supplier lists.
Our strategic relocation of the Group’s core production base from
China to Kingdom of Cambodia (“Cambodia”) in 2024 proved
timely and prudent. As the United States (the "U.S.”) introduced
Liberation Day tariffs in April 2025, including temporary spikes on
certain China-origin goods, this move materially reduced our exposure
to geopolitical and trade risks and preserved our ability to serve key
markets.

Nevertheless, the tariff measures posed the most significant headwind
to our furniture export business during 2025. Although the U.S.
economy showed relative resilience, higher tariffs raised consumer
price expectations and dampened confidence, which weakened
end-market demand. Tariff-driven cost pressures also induced some
customers to adopt more cautious procurement strategies, slowing
order cadence. Economic momentum in the eurozone was similarly

slowed, affected by tariff uncertainty and weak external demand.

After tariff negotiations were largely settled in the fourth quarter
of 2025, customer orders have recovered. Our Cambodian
manufacturing base and showroom received visits and enquiries
from overseas buyers, particularly from North America, and order
flow resumed. In response to improving demand, we are expanding

production capacity in Cambodia to capture the opportunity.
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CHAIRMAN'S STATEMENT (CONTINUED)
EEH|E(E)

In February 2026, the Group completed a placement of 560,000,000
new shares at HK$0.05 per share, raising net proceeds of
approximately HK$27.7million. These proceeds will accelerate our
Cambodia production expansion, enhance offshore capacity and
strengthen supply-chain resilience. The expansion, targeted for
completion by mid-2026, will reinforce regional operations and long-
term scalability. Concurrently, we will increase investment in sales,
marketing and brand visibility, participating in major trade shows such
as High Point Market and establishing additional regional showrooms
in Southeast Asia, to broaden our global customer base and improve
market access.

With a healthy order book in hand, we are prioritising product
innovation and market development as two key growth pillars. We
are developing value-added offerings to meet evolving consumer
preferences, including antimicrobial and disinfectant materials and
sofas with integrated functional features such as audio, Al and
robotics. Leveraging the new management team’s extensive network
across Asia’s furniture supply chain, we are also exploring expansion
of our product range beyond sofas into complementary home-
furniture categories to offer customers a one-stop solution and
deepen relationships.

After a year of focused restructuring, we are now accelerating
production enhancements and intensifying business development and
marketing efforts. We are grateful for the support of our existing and
new customers. We expect order flow to increase steadily through
2026, and we believe the benefits of our capacity expansion and

strategic initiatives will deliver positive results in the near term.
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CHAIRMAN'S STATEMENT (CONTINUED)
EREHRE (E)

On behalf of the Board, | extend my sincere gratitude to our
shareholders for their trust, and my appreciation to my fellow
Directors, the management team and all employees for their
dedication and resilience during the year. We also thank our suppliers
and partners for their continued collaboration. We remain committed
to strengthening our operational foundation and capturing new
growth opportunities to create sustainable long-term value for our
customers and shareholders as we advance into 2026 and beyond.

Chairman and Executive Director
Chong Tsz Ngai
Hong Kong, 31 March 2026
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PROFILE OF DIRECTORS AND SENIOR MANAGEMENT
EEREREEERE

EXECUTIVE DIRECTORS

Mr. Chong Tsz Ngai, aged 37, is the chairman of the Group and
was appointed as an executive Director on 17 October 2022. He
is responsible for the overall management of the operations of
the Group. Mr. Chong is a director of various subsidiaries of the
Company.

Prior to joining the Group, he was a director of debt capital markets
(DCM) at United Overseas Bank Limited, Hong Kong Branch from
2021 to 2022. He was a vice president of DCM of CNCB (Hong Kong)
Capital from 2019 to 2021 and was previously a vice president of the
fixed income, currency and commodities department of GF Global
Capital Limited from March to December 2019.

Mr. Chong Tsz Ngai has over ten years of experience in the corporate
finance industry. Mr. Chong holds a Master’s Degree in Finance from
Imperial College London and was awarded a Bachelor’'s Degree in
accounting and finance with first-class honour by Lancaster University.
Mr. Chong is a son-in-law of Mr. Tse Kam Pang, a substantial
shareholder of the Company, and a brother in law of Mr. Tse Hok

Kan.
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PROFILE OF DIRECTORS AND SENIOR MANAGEMENT (CONTINUED)
ESEReNEEEER (&)

Mr. Tse Hok Kan, aged 42, was appointed as a non-executive
Director on 17 October 2022 and has been re-designated as an

executive Director on 7 May 2025..

He holds a Master of Science degree in Accounting from The Hong
Kong Polytechnic University and a Bachelor of Business Administration
degree — joint major in accounting and finance from Simon Fraser

University.

Prior to joining the Group, he had held the position of executive
director of Royale Home Holdings Limited (“"Royale Home"), a
company the shares of which are listed on the Main Board of the
Stock Exchange (Stock Code: 1198) from 2016 to 2019. He has
extensive experience in production, development, marketing of
furniture and Hong Kong and China trade businesses. Mr. Tse Hok
Kan is a son of Mr. Tse Kam Pang, a substantial shareholder of the
Company. Mr. Tse Hok Kan is a directors of Century Icon, being the
beneficial owner of 1,300,038,000 Shares, representing approximately
33.68% of the issued share capital as at report date. He is also a
cousin of Mr. Tse Wun Cheung, an executive Director.

Mr. Tse Wun Cheung, aged 54, was appointed as an executive
Director on 7 May 2025.

He holds a Bachelor Degree of Engineering majoring in Mechanical
Engineering from The University of Hong Kong. He was appointed
as an executive director of Royale Home in 2012 and has held such
position until 2016. He is a cousin of Mr. Tse Hok Kan, an executive
Director.
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PROFILE OF DIRECTORS AND SENIOR MANAGEMENT (CONTINUED)
EEReNEEEERE (E)

He has extensive experience in the overall operations of the furniture
factory, including production, procurement, sales and administration.
Mr. Tse Wun Cheung is a nephew of Mr. Tse Kam Pang, a substantial
shareholder of the Company. He is also a cousin of Mr. Tse Hok Kan,

an executive Director.

Mr. Chan Wing Kit, aged 53, was appointed as an executive Director
and the CEO on 25 July 2025.

He holds a bachelor of commerce degree from Monash University in
Australia. He is an associate member of the Hong Kong Institute of
Certified Public Accountants and a certified practising accountant of
CPA Australia. Mr. Chan has been serving as the company secretary of
the Company since 30 June 2025. He possesses extensive experience
serving as an executive director, chief financial officer, company
secretary and financial controller of another company listed on The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”).

Mr. Chan is also an independent non-executive director of Zhi Sheng
Group Holdings Limited (stock code: 8370), a company whose shares
are listed on GEM of the Stock Exchange since 2016.
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PROFILE OF DIRECTORS AND SENIOR MANAGEMENT (CONTINUED)
EEREREEEERE (&)

INDEPENDENT NON-EXECUTIVE DIRECTORS

Professor Kwan Pun Fong Vincent, aged 75, was appointed as an
independent non-executive Director on 17 October 2022. He is mainly
responsible for supervising and providing independent judgement to
the Board. He is also the chairman of each of the Audit Committee,
Nomination Committee and Remuneration Committee.

He served as the vice president of the Hong Kong Shipping
Department (B E&MAAEE) of Citibank (fEFEERTT), the vice president
of the Asia Pacific Elevator Department of United Technologies
Company (B4 #4l7 2 &), the managing director of Hintful Capital
Group ( i &l g & £ & ), professor of Beijing Normal University —
Hong Kong Baptist University (JL R EI#E K22 — H BT EAZ) United
International College, executive dean of the HKU Zhejiang Institute
of Research and Innovation (& & K 2 LB 2 & 7 i bt ). He
is currently a member of the Executive Committee of Hong Kong
Economic Association (B4 EZ®), the chief advisor of the think
tank of Qingshanhu Scitech City in Hangzhou, Zhejiang (7 L #7 MM
B WA R ), the president of Zhuhai Chuangke Yinlian Business
Consulting Co., Ltd (k)8 &8 &l 5] 5 75 75 7% 30 8 R 2 7)), the vice
chairman of Shanghai Qiaoyue loT Technology Co., Limited (f&1%(_E
&) WEE 4 EHR B BR A 7)), a Director of Hong Kong Economic Trading
International Association (B/BBIR 4 E A 1EHE) and the chairman
of the Education and Training Committee (ABEFIZES).
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PROFILE OF DIRECTORS AND SENIOR MANAGEMENT (CONTINUED)
ESheREEEREE (E)

Professor Kwan Pun Fong Vincent was an independent director of
China Zheshang Bank Co., Ltd., a company listed on the Shanghai
Stock Exchange (stock code: 601916) and the Stock Exchange (stock
code: 2016) from 2021 to 2023. He was the chief financial officer
of Yew Chung Education Foundation in Hong Kong from 2001
to 2013. From 2010 to 2015, he served as an independent non-
executive director of Link-Asia International MedTech Group Limited,
a company listed on the Stock Exchange (stock code: 1143). Prof
Kwan Pun Fong Vincent was an independent director of Jiangling
Motors Corporation Limited, a company listed on the Shenzhen Stock
Exchange from 2008 to 2012 and a non-executive director of Finet
Group Limited (stock code: 8317), a company listed on the GEM of
the Stock Exchange from 2002 to 2008. Prof Kwan Pun Fong Vincent
is a Certified Practicing Accountant of CPA Australia. Prof Kwan Pun
Fong Vincent obtained a Doctoral Degree in Business Administration
from the University of Western Sydney in Australia in May 2004, a
Master’s Degree in Commerce from the University of Hitotsubashi in
Japan in March 1981, and a Bachelor’'s Degree in Social Sciences from
The University of Hong Kong in November 1973.

Professor Lee Chack Fan, GB.M., G.B.S, S.B.S., J.P., aged 80, was
appointed as an independent non-executive Director on 9 November
2022. He is mainly responsible for supervising and providing
independent judgement to the Board. He is also a member of each
of the Audit Committee, Nomination Committee and Remuneration
Committee.

He taught at the University of Western Ontario and the University of
Toronto, before starting a long career with Ontario Hydro in Canada
more than 20 years, where he worked on a variety of projects that
included water resources management, hydropower and nuclear
power. He joined the University of Hong Kong in 1994 as a professor
of the Department of Civil Engineering, and successively as chair
professor of geotechnical engineering, Pro-Vice-Chancellor (Vice-
President) and Director of the School of Professional and Continuing
Education (HKU SPACE). He has also served as a specialist consultant
or an advisor to many international bodies such as the United Nations
Development Plan, World Bank and Asian Development Bank on
numerous energy and infrastructure projects in many parts of the
world.

B8 on 7 B 2021 £ 22023 F A B
EIRITRODBERATBILES  Z2oaR
EEEHFISHRMHNAIE : 601916) Mt
ZAT(DARSE - 2016) £ - B #2001
FEBFLHEBRBRPHREREI 54
B R2010FE 22015 F IR ETA
ARG EREERSEEBR AR (RM R
5% 1143)BV BN IEITESE - A
BHR2008F E2012F EERINFE S S
EHRARIRAERNDERARIMBILE
% W 20024 F 2008 F & THE R FTGEM
LFTRARMELEBAER AT (RMHAS
8317)MIFEHMITESE - BT R ARIM
BRI RGN E G - oA HER
200445 AERMNARE RERR TEHER
B8 - 981 F3AK AR —IBREHE
BEBHE L2 - WRN1973F 11 BESRS
REERTGRIBEA BN o

TEBER  ALHIHE  2LHEE  RE
FIEZ - A Fa1 0 805% 72022411 A9
HEZERBUIPTEET BREEBEE
EEEEgWREFSRMAB A - &
MREZLZES REZESRFMES

GHKE °

BEAEALTABRERZHEANEEH
ZHBREMERLZABKEREHRERB
0F MR EAE - B2 E T 8EKER
EE KERZEEZEEAEEL - H1N1994
FMABBRE  EELARIREHE -
WABEAELIIRZEBERRT  BRE
KB RBH Z (B Z0 (HKU SPACE) B
RoBNBRABSERAETEE  HR
RITREMNAFHRITEZERBFAZNE
FEMHER  AEARASHHTZEREE
REMEIEEREER -

EEERERABR AT 2025 F35F 13



PROFILE OF DIRECTORS AND SENIOR MANAGEMENT (CONTINUED)
ESEReNEEEER (&)

Professor Lee Chack Fan is an internationally renowned expert in
geotechnical engineering. He served as a consultant and technical
adviser to numerous energy and infrastructure projects in China and
overseas, including the construction of the Three Gorges Dam of the
Yangtze River. Professor Lee Chack Fan’s eminent achievement in civil
engineering has been highly recognised. He was awarded the K. Y.
Lo Medal in 2001 by the Engineering Institute of Canada, was elected
a Fellow of the Canadian Academy of Engineering and a Fellow of
the Hong Kong Academy of Engineering Science in 2001, and an
Academician of the Chinese Academy of Engineering in 2003.

Professor Lee Chack Fan is also the Chairman of the Board of the
Hong Kong Institute for Promotion of Chinese Culture; the Jao
Tsung-I Academy Management Board; Director of the Jao Tsung-I
Petite Ecole, University of Hong Kong; member of the Commission
on Strategic Development; etc. He previously served as the Chairman
of the Council of the Lord Wilson Heritage Trust; the Harbourfront
Enhancement Committee and the Veterinary Surgeons Board and
was a member of the Board of the West Kowloon Cultural District
Authority and the Culture and Heritage Commission.

Professor Lee Chack Fan was appointed a Justice-of-the-Peace in 2003
and awarded the Silver Bauhinia Star, the Gold Bauhinia Star and
Grand Bauhinia Medal in 2005, 2013 and 2024 respectively. He was
also a recipient of the K. Y. Lo Medal of the Engineering Institute of
Canada in 2001; Fulbright Distinguished Scholar in 2005; Gold Medal
of the Hong Kong Institution of Engineers in 2008; Queen Elizabeth
II's Diamond Jubilee Medal in 2012; as well as honorary Doctor of
Science degrees from the University of Western Ontario (2006),
Plymouth University (2012), Edinburgh Napier University (2012) and
the University of Macau (2014).
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PROFILE OF DIRECTORS AND SENIOR MANAGEMENT (CONTINUED)
ESheREEEREE (E)

Professor Lee Chack Fan is currently an independent non-executive
director of Hui Xian Real Estate Investment Trust (stock code:
87001) which is listed on the Stock Exchange. He also served in
the following companies the shares of which are or were listed
on the Stock Exchange, as a non-executive director of Zhaobangji
Properties Holdings Limited (stock code: 1660) from 2018 to 2023, an
independent non-executive director of South Shore Holdings Limited
(stock code: 577) from 2005 to 2021, AID Life Science Holdings
Limited (known as 8088 Investment Holdings Limited when it was
delisted in 2022) (stock code: 8088) from 2015 to 2017 and Shimao
International Holdings Limited (stock code: 649) from 2004 to its
withdrawal of listing in 2007.

Professor Lee Chack Fan graduated from the University of Hong Kong
with a Bachelor’s degree in Civil Engineering in 1968, and a Master’s
degree in 1970. He received his Doctor of Philosophy degree from
the University of Western Ontario in 1972, in the field of geotechnical
engineering.

Ms. Chen Jianhua, aged 56, was appointed as an independent non-
executive Director on 17 October 2022. She is mainly responsible
for supervising and providing independent judgement to the Board.
She is also a member of each of the Audit Committee, Nomination

Committee and Remuneration Committee.

Ms. Chen Jian Hua has vast experience in the furniture and household
business. Ms. Chen Jianhua has held management positions in
Nantong Eastern Yisidun Furniture Co., Ltd.* (F3@R A FHBEER AR
[R & &) since 2000, during which she has accumulated experience
and gained knowledge in operations and sales and marketing fields.
Ms. Chen Jianhua specializes in franchising operations and has
represented various furniture brands in the PRC. She has gained deep
knowledge and understanding in retail distribution and business
management and valuable insight in the furniture industry.

*  For identification purpose only
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PROFILE OF DIRECTORS AND SENIOR MANAGEMENT (CONTINUED)
ESEReNEEEER (&)

Professor Sit Wing Hang, Alfred, G.B.S., J.P., aged 64, was
appointed as an independent non-executive Director on 5 July 2023.
He is mainly responsible for supervising and providing independent
judgement to the Board. He is also a member of each of the Audit

Committee, Nomination Committee and Remuneration Committee.

Professor Sit Wing Hang, Alfred joined the Hong Kong Government in
1984 and was promoted to the Director of Electrical and Mechanical
Services and Electrical & Mechanical Services Trading Fund General
Manager in 2017. He was in charge of electrical and mechanical
safety and energy efficiency and preservation and the provision
of engineering services for electrical and mechanical assets of the
Hong Kong Government. He served as Secretary for Innovation and
Technology of the Hong Kong Government from April 2020 to 30
June 2022. Professor Sit was awarded the Gold Bauhinia Medal
and was appointed as a Justice of the Peace by the Hong Kong

Government.

Professor Sit is currently an Adjunct Professor of the Hong Kong
Polytechnic University. He is currently also the Chief Executive and
Secretary of the Hong Kong Institution of Engineers and a Senior
Advisor to the President and Vice-Chancellor of Hong Kong Baptist

University.

Professor Sit is an electrical engineer by profession and has over 40
years of experience in public administration. He is a fellow member of
the Hong Kong Institution of Engineers. He was the President of the
Hong Kong Institution of Facility Management and Chairman of the

Biomedical Division of the Hong Kong Institution of Engineers.
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MANAGEMENT DISCUSSION AND ANALYSIS
BEETWR D

BUSINESS REVIEW

In 2025, the furniture export environment was particularly
challenging, driven principally by the United States (the “U.S.”) tariff
measures that created market uncertainty and disrupted procurement
planning. Frequent tariff adjustments and the risk of reciprocal
measures prompted overseas buyers to delay or scale back orders,
undermining the modest recovery observed earlier in key U.S. and
European markets.

The Group established its Cambodia manufacturing facility in mid
of 2024 and received positive customer feedback and stable order
flows. Despite ongoing tariff negotiations, orders and enquiries for
the Cambodia export increased, especially during the peak export
season (April-October 2025). As a result, management has decided to
expand its production capacity from 2026 onwards. As an exporter,
the group aims to improve tariff-exposure management and labour-
cost competitiveness. Toward the end of 2025, management initiated
capacity upgrades in Cambodia and invested in showrooms across
Southeast Asia to meet growing demand and strengthen customer
engagement.

For the year ended 31 December 2025, the Group recorded revenue
of approximately RMB65.7 million (2024: RMB119.5 million) and
a net loss of approximately RMB88.3 million, an improvement of
0.3% from the loss of approximately RMB88.6 million for 2024. The
decrease in the turnover was mainly due to the closure of the Group’s
factory in Zhejiang Province which had incurred losses in prior years
because of high operating costs and low margins.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
BEE W R 2 (&)

Despite an unpredictable macro environment, the Group progressed
its business transformation throughout 2025, focused on staying
competitive and positioning for sustainable growth in a conservative
approach. Following the change of its company name to Regal
Partners Holdings Limited in 2024, the Group strengthened its
management team in 2025 with experienced industry professionals to
drive commercial expansion and product innovation. Repositioned as a
sofa and furniture exporter with extensive supply-chain management
in Southeast Asia, the Group helps existing and potential customers
to diversify the geopolitical risks. The Group has invested significant
effort in maintaining its reputation and customer trust and has been
rewarded with inclusion on several major overseas buyers’ approved-
supplier lists and renewed interest from North American buyers after

tariff negotiations concluded.

FINANCIAL REVIEW

For the year of 2025, the principal business activities of the Group
comprise the manufacturing and sales of sofas and other furniture

products.

During the year, the revenue of the Group amounted to
approximately RMB65.7 million (2024: approximately RMB119.5
million), representing a decrease of approximately 45.0% as
compared with last year. The decline in revenue was primarily
attributable to the closure of the Group's factory in Zhejiang Province
which had generated losses in previous years due to high operating
costs and low margin; however, its closure resulted in the loss of
certain customers’ orders, which impacted the Group's sales volume
in 2025. Besides, the implementation of U.S. tariff measures during
the year restructured global trade flows and reduced overall demand
through price shocks.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
BEENWR D (&)

The Group recorded a net loss of approximately RMB88.3 million for
the year, representing a decrease of approximately 0.3% compared
with the net loss of approximately RMB88.6 million in the prior year.
The movement in net loss was mainly attributable to lower operating
expenses, including selling and distribution expenses, which decreased
from approximately RMB33.0 million in 2024 to approximately
RMB9.0 million in 2025, as well as a reduction in administrative
expenses from approximately RMB45.8 million in 2024 to
approximately RMB37.5 million in 2025, primarily due to cost control
measures and a reduction in related overheads. This improvement
was partly offset by an increase in other expenses, mainly arising from
provisions made for litigation relating to a subsidiary in the PRC that is
currently facing liquidation.

In addition, the net loss for the current year of approximately RMB88.3
million included approximately RMB19.3 million of expenses provided
in respect of litigation relating to the above-mentioned subsidiary in
the PRC. If the effect of the approximately RMB19.3 million (2024:
approximately RMB3.0 million) provision and the reversal of provision
for litigation liabilities of approximately RMB3.0 million were excluded,
the Group’s net loss for the year would have been approximately
RMB72.1 million, representing a decrease of approximately 15.8% as

compared with the loss for the corresponding period in the prior year.

Cost of sales

The cost of sales of the Group decreased by approximately 31.5%
from approximately RMB91.7 million in 2024 to approximately
RMB62.8 million in 2025. The decrease in balance was mainly due to
the decrease in revenue.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
BEENWRD (&)

Gross profit

The Group’s gross profit for the year amounted to approximately
RMB2.9 million (2024: approximately RMB27.9 million), representing
a decrease of approximately 89.6% as compared with last year. The
gross profit margin decreased from 23.3% in 2024 to 4.4% in 2025.
The decline in gross profit was primarily due to the Southeast Asian
factory had only commenced production in the second quarter of
2025. As a result, certain fixed production costs had not yet begun to
benefit from economies of scale. If gross profit margin attributable to
the Southeast Asian factory were excluded, the Group’s gross margin
would have been approximately 10.8% which decreased compared
with the last year, primarily due to the implementation of US tariffs

during 2025 affecting the Southeast Asian countries.

Other income and gains, net and gain on debt
restructuring

The other income and gains, net and gain on debt restructuring of
the Group decreased from approximately RMB56.1 million in 2024 to
approximately RMB5.2 million in 2025. Such decrease was mainly due

to an one-off gain on debt restructuring in 2024.

Selling and distribution expenses

Selling and distribution expenses of the Group decreased by
approximately 72.7% from approximately RMB33.0 million in 2024
to approximately RMB9.0 million in 2025. This decrease primarily
reflected the Group's strategic closure of the Zhejiang factory in the
third quarter of 2025.

Administrative expenses

Administrative expenses of the Group decreased by approximately
18.1% from approximately RMB45.8 million in 2024 to approximately
RMB37.5 million in 2025. The decrease was primarily attributable to
reduced salaries and office-related expenses following the closure one
of the Zhejiang factory. This enabled the Group to reallocate resources
more efficiently to alternative channels, including collaboration with
local distributors, rather than hiring local staff.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
BEENWR D (&)

Finance costs

The Group's finance costs increased by approximately 11.2% from
approximately RMB19.9 million in 2024 to approximately RMB22.1
million in 2025. Such increase was mainly due to the increase of

interest expenses.

LIQUIDITY AND CAPITAL RESOURCES

Borrowing and pledge of assets

As at 31 December 2025, the Group's interest-bearing bank
and other borrowings and loan from shareholder amounted to
approximately RMB237.0 million, of which RMB115.5 million were
unsecured shareholder loan repayable within one year or on demand.
The bank and other borrowings and loan from shareholder’s interest

rates ranged between 4.2% to 8.0% per annum.

Gearing ratio

The gearing ratio of the Group is total debts (comprised of amounts
due to related companies, lease liabilities, convertible loan, interest-
bearing bank and other borrowings and loan from shareholder)
divided by deficit in equity attributable to owners of the Company as
at the end of the year and multiplied by 100%. Gearing ratio was not
applicable as at 31 December 2025 and 2024.

Capital commitments

The Group did not have any capital commitment as at 31 December
2025 and 2024.

Contingent liabilities

Save as disclosed in this announcement, the Group did not have other
significant contingent liabilities as at 31 December 2025.

Trade receivables

The Group’s trade receivables decreased to approximately RMB4.6
million as of 31 December 2025, compared to approximately
RMB16.7 million in 2024. The decrease in balance was in line with the

decrease in revenue.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
BEE W R 2 (&)

Trade payables

The Group's trade payables slightly increased from approximately
RMB28.9 million in 2024 to approximately RMB29.4 million as of
31 December 2025. The increase was mainly attributable to the
additional manufacturing factory on Southeast Asia.

Foreign exchange exposure

Revenue from major customers is mainly from the U.S. and U.K. while
the production facilities of the Group are mainly located in Cambodia.
Accordingly, most of the sales are denominated in U.S. dollar while
the costs arising from the Group’s operations are generally settled
in RMB. As a result, fluctuations in the value of U.S. dollar against
RMB could adversely affect the financial results of the Group. During
2025, the Group did not experience any material difficulties or
impacts on its operations or liquidity as a result of currency exchange
fluctuation. The Group will continue to monitor closely the exchange
rate risk arising from its existing operations and new investments in
the future. The Group will further implement the necessary hedging
arrangement to mitigate any significant foreign exchange risk if and

when appropriate.

MATERIAL ACQUISITIONS AND DISPOSALS OF
SUBSIDIARIES, ASSOCIATES AND JOINT VENTURES

The Group did not have any material acquisitions and disposals of

subsidiaries, associates and joint ventures during 2025.

SIGNIFICANT INVESTMENTS

The Group did not hold any significant investments as at 31 December
2025.

FUTURE PLANS FOR MATERIAL INVESTMENTS OR
CAPITAL ASSETS

There was no plan authorised by the Board for material investments
or additions of capital assets at the date of this report.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
BEE W &R 2 (&)

GOING CONCERN

We draw attention to Note 2.1 in the consolidated financial
statements, which indicates that the Group incurred a loss attributable
to owners of the Company of approximately RMB87,152,000 for the
year ended 31 December 2025 and as at 31 December 2025, the
Group had net current liabilities and net liabilities of approximately
RMB239,004,000 and RMB295,414,000 respectively. In addition, the
Group had defaulted interest-bearing bank and other borrowings
of approximately RMB68,485,000 and a default convertible loan of
approximately RMB29,325,000, whereas its cash and cash equivalents
only amounted to approximately RMB3,170,000. As stated in Note
2.1, these conditions, along with other matters as set forth in Note 2.1,
indicate that a material uncertainty exists that may cast significant
doubt on the Group’s ability to continue as a going concern.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
BEENWRD (&)

The views of the management and the audit
committee on the material uncertainty opinion
relating to going concern

In view of the net current liabilities position, the Directors have
carried out a detailed review of the cash flow forecast of the Group
covering a period of not less than twelve months from the end of the
reporting period based on certain underlying assumptions including
(i) the Group succeeding in taking measures to tighten cost control;
(ii) the Directors succeeding in strengthening the capital base of the
Company including but not limited to, seeking new investment and
business opportunities; (iii) the shareholder of the Company, Century
Icon Holdings Limited, providing financial support to the Group to
enable the Group to continue as a going concern and to settle its
liabilities as and when they fall due; and (iv) the Group succeeding in
re-negotiating the repayment schedules with certain of its debtors and
endeavouring to request them to repay the trade receivables, other
receivables and amounts due from related companies in accordance
with the repayment schedules agreed with them. Taking into account
the above assumptions, the directors of the Company consider that
the Group will have sufficient working capital to meet its financial
obligations as and when they fall due within the twelve months
from 31 December 2025. The Directors will continue to negotiate
with banks and other financiers, financial institutions and potentially
interested investors with the view to obtaining new funding whether
by way of equity or debt financing to improve the Company’s
financial position and/or liquidity, with the objective of removing the

material uncertainty on going concern.

During the audit process, the audit committee discussed with the
management during which the management presented the financial
highlights and conveyed the key audit matters expressed by the
auditors. After considering the circumstances surrounding the
key audit matters and the management’s presentation, the audit
committee concurred with the management’s judgements regarding

the going concern basis of the financial statements.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

EEENWE D ()

QUALIFIED OPINION

Basis for qualified opinion — scope limitation on
amounts due from and to related parties

As disclosed in Note 30, included in amounts due from related
companies and amounts due to related companies as at 31 December
2025 and 2024 were balances with entities which are controlled by
Mr. Zou Gebing, a substantial shareholder of the Company who holds
20.20% of shareholding interests in the Company (“Zou Entities”).
As at 31 December 2025 and 2024, the carrying amounts of amounts
due from Zou Entities, net of allowance for expected credit loss, were
approximately RMB117,375,000 and RMB120,040,000 respectively
and the carrying amounts of amounts due to Zou Entities were
approximately RMB44,275,000 and RMB45,281,000 respectively.

The Company’s auditors were unable to obtain sufficient appropriate
audit evidence to satisfy ourselves that the carrying amounts of the
balances with Zou Entities as at 31 December 2025 and 2024 referred
to above were not materially misstated because the auditors were
unable to obtain direct confirmations from Zou Entities or have access
to the management or relevant personnel of Zou Entities. There were
no other alternative audit procedures that the auditors could carry out
to obtain sufficient and appropriate audit evidence to satisfy about
the existence, accuracy and completeness of these balances as at 31
December 2025 and 2024.

Furthermore, the Group has recognised allowance for expected credit
loss on amounts due from Zou Entities of approximately RMBnil
and RMB58,224,000 in consolidated statement of profit or loss
and other comprehensive income for the years ended 31 December
2025 and 2024 respectively. The allowance for expected credit loss
on amounts due from Zou Entities in the consolidated statement of
financial position amounted to approximately RMB59,204,000 and
RMB59,891,000 as at 31 December 2025 and 2024 respectively. The
Company’s auditors were unable to obtain the necessary financial,
corporate, operating and business information about the Zou Entities
to support the impairment assessment of amounts due from Zou
Entities as at 31 December 2025 and 2024.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
BEENWE D (&)

As a result, the Company’s auditors were unable to obtain sufficient
appropriate audit evidence to satisfy that the (i) carrying amounts of
the Group'’s balances with related companies as at 31 December 2025
and 2024; (ii) allowances for expected credit loss on amounts due
from related companies recognised for the years ended and as at 31
December 2025 and 2024; and (iii) other elements and disclosures in
the consolidated financial statements in relation to the balances with
related companies and allowances for expected credit loss on amounts
due from related companies included in the consolidated financial
statements of the Group, were free from material misstatements.
Any adjustments found to be necessary might have consequential
significant impact on the profit or loss and other comprehensive
income of the Group for the years ended 31 December 2025 and
2024, net liabilities of the Group as at 31 December 2025 and
2024 and the elements making up, and related disclosures in, the

consolidated financial statements.

Management's position and view

The auditors have requested a confirmation from the Zou Entities
and related financial, corporate, operating and business information
in respect of (i) the amounts due from Zou Entities and amounts due
to Zou Entities as at 31 December 2025 of approximately RMB117.4
million and RMB44.3 million respectively; and (ii) the allowance for
expected credit loss on the balances due from the Zou Entities of
RMB59.2 million as at 31 December 2025. It was the Company’s
understanding that the auditors’ requests were not satisfied due
to the uncooperative attitude of the Zou Entities (over which the
Company has no control). The auditors stated that there were no
other alternative audit procedures that they could carry out to obtain
sufficient and appropriate audit evidence to satisfy themselves about
the existence, accuracy, valuation and completeness of these balances
as at 31 December 2025 (the “Audit Issue”).
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

EEE W R (&)

There was no disagreement between the Company and its auditors.
Despite the management’s best effort in procuring necessary
information from and facilitate access to the Zou Entities, the
uncooperative attitude of the Zou Entities had led to the inability to
satisfy the auditors’ requests by providing sufficient appropriate audit
evidence. In the circumstance, the management understands the
qualified opinion issued by the auditors.

Audit committee’s view

The Audit Committee understands that the qualified opinion was
issued by the auditors as a result of their failure to obtain sufficient
and appropriate audit evidence in respect of the amount due from
and to the Zou Entities and the impairment assessment thereon. The
Audit Committee, having considered the management’s assessment

and the auditors’ view, concurred with the management’s view.

The Company'’s plans to address the audit
qualifications

The Company is working closely with its auditors with a view to
resolving the Audit Issues as soon as practicable, including without
limitation ascertaining the audit evidence required to satisfy the
auditors. In addition, the Company is also taking steps to review
and assess all the amount due from Zou Entities, with a view to
formulating a recovery plan for all such amounts, including but not
limited to commencing legal proceedings and/or other recovery
actions against the Zou Entities.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
BEENWRD (&)

The Company had bona fide discussions with the Zou Entities with
a view to formulating a reasonable repayment plan in respect of the
amount due from Zou Entities, including without limitation physical
meetings, telephone conversations and formal meetings with the
participation of the Company’s legal advisors. A consensus had
been reached on a repayment plan which was primarily based on
the disposal of property assets held by the Zou Entities in the PRC.
Throughout 2023 and in early 2024, the Company had diligently and
repeatedly demanded payment of the amount due from Zou Entities
from the Zou Entities and arranged meetings with the Zou Entities
to follow up on the progress of repayment. The Company had also
regularly and continuously enquired on the progress of the disposal
of property assets held by the Zou Entities, being a key element of the
repayment plan. The Company was given to understand that the Zou
Entities have encountered continuing difficulties in disposing of the
property assets in view of the gloomy sentiment in the PRC property
market. However, in March 2024, the Zou Entities denied the
existence of and refused to repay the amount due from Zou Entities
claiming that such amount had been fully set off but failed to provide
sufficient evidence to justify such set-off.

In view of the situation, the Group has been handling any recovery
action carefully, with thorough consideration and deliberation of
strategic, legal and financial issues, with the aid of professional
advisers. The Company has conducted detailed analysis, balancing
all relevant factors including but not limited to: (1) the availability
and value of recoverable assets to obtain by recovery actions; (2) any
viable alternative or indirect procedures to pursue the Group’s claims;
and (3) the cost-effectiveness of the procedures. To the knowledge
and information of the Company, the Zou Entities do not have
assets readily recoverable by the Company for the settlement of the
amount due from Zou Entities. The Company has been using its best
endeavour to recover such amount but such attempts have been
frustrated by the lack of recoverable assets in reach and various legal
and other obstacles.

The Company will use its best endeavour to formulate a feasible

solution with a view to the final resolution of the Audit Issues.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

EEE W R (&)

IMPAIRMENT ON AMOUNTS DUE FROM ZOU
ENTITIES

The Group has recognised allowance for expected credit loss on
amounts due from Zou Entities of approximately RMB58,224,000 in
the consolidated statement of profit or loss and other comprehensive
income for the year ended 31 December 2024 and no further

allowance was recognised for the year ended 31 December 2025.

The Group’s management performed an impairment assessment on
the amounts due from the Zou Entities to the Company. Among the
assets held by the Zou Entities, to the information of the management,
it was considered that the only asset with possible recoverability was a
factory asset located in Cambodia which is 100% owned by the Zou
Entities. Accordingly, the management had engaged an independent
valuer to assess the market value of the Cambodia factory asset. The
market value of the Cambodia factory asset was USD10,400,000.

After obtaining the valuation, when preparing the financial
statements, management determined the recoverable amount of the
amounts due from the Zou Entities as follows:

Impairment amount = Carrying amount of the due from Zou Entities —

Recoverable amount

The recoverable amount was calculated as the valuation of the
Cambodia factory asset less the amount due from Zou Entities to the
Company. The resulting balance (if positive) represented the value of
the land and was regarded as the maximum recoverable amount by
management. If the due amount exceeded the factory valuation, the
recoverable amount was taken as zero.

Further to the valuation of the Cambodia factory asset, the
management had conducted market research in respect of the
property prices and rental cost per square meter in the region where
the Cambodia factory asset was located. After considering rental cost
per square meter and market prices of comparable properties in the
vicinity of the Cambodia factory asset, the management observed that
there was no material change to the value of the Cambodia factory
asset as at 31 December 2024 and 2025.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
BEE W R 2 (&)

Valuer's Identity

The valuer engaged by the Company was Vincorn Consulting and
Appraisal Limited (the “Valuer”).

Valuation Methodology and Input

When valuing the subject property in Cambodia, the Valuer has

adopted Income Capitalisation Approach.

Income Capitalisation Approach is a valuation approach commonly
adopted for income producing properties such as offices, shops and
arcades. It estimates the capital value of a property by capitalising
rental income on a fully leased basis having regard to the current
passing rental income from existing tenancy and the potential

reversionary rental income at market level.

In the course of the valuation, the Valuer has considered and analysed
the several industrial rental comparables in Sihanoukville Special
Economy Zone sharing the same locality as the subject property.

The parameters adopted in the valuation are listed below:

Reversionary Yield : 9.00%
Market Rent : UsD2.30/sg.m./month
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
BEE W &R 2 (&)

Assumptions

The valuation has been made on the assumption that the seller sells
the property interests in the market without the benefit of a deferred
term contract, leaseback, joint venture, management agreement or
any similar arrangement, which could serve to affect the value of the

property interests.

No allowances have been made for any charges, mortgages or
amounts owing on the property interests, nor for any expenses or
taxations which may be incurred in effecting a sale. Unless otherwise
stated, it is assumed that the property interests are free from
encumbrances, restrictions and outgoings of an onerous nature,

which could affect the values of the property interests.

As the property interests are held under long term leasehold interests,
the Valuer has assumed that the owner has free and uninterrupted
rights to use the property interests for the whole of the unexpired
term of the leasehold interests.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
BEE W R 2 (&)

HUMAN RESOURCES MANAGEMENT

The management of the Group believes that talent is the basis
for long-term development of enterprises. The Group targets to
enhance its corporate image through building up and solidifying
the Company’s brand name. With the Five Hearts of Regal Partners:
ambition, confidence, determination, perseverance and loyalty, as
core values, the Group targets to establish a distinctive corporate
culture. Through regular trainings and promotion of its corporate
culture, the Group provides its staff with opportunities for personal
growth and enhances the employees’ sense of belonging to
the Group. In addition, the Group provides its employees with
competitive remuneration packages and various benefits in line with
industry practice. At the same time, the Group strives to create a
good working environment, and cultivates teamwork spirit among
employees. The Group carries out performance evaluation quarterly,
and conducts “Regal Partners Artisans” evaluations, aiming at
elevating the morale of the Group's technicians. The Group regularly
reviews human resources policies to ensure that the policies align
with market practice and comply with regulatory requirements. As
of 31 December 2025, the Group employed 194 employees (31
December 2024: 220 employees). The total annual salary and related
costs (excluding directors’ remuneration) for 2025 were approximately
RMB21.2 million (2024: approximately RMB37.8 million).

The Company operates a share option scheme which allows the
Company to grant options to eligible persons as rewards for their
contributions to the Group. The share option scheme has been
adopted by the Company on 10 December 2016. The Company had
also adopted a restricted share award scheme on 29 August 2019 for
the purpose of incentivising selected participants.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

EEENWE D ()

EVENTS AFTER THE REPORTING PERIOD

Grant of restricted share units under the Restricted
Share Award Scheme

On 21 January 2026, the Board granted an aggregate of 72,500,000
restricted share units (the “Awards”) under the Restricted Share
Award Scheme (the “Award Scheme”) adopted by the Board on 29
August 2019 to nine employees of the Group. The Awards represent
entitlements to receive an aggregate of 72,500,000 Shares of the
Company, subject to the vesting conditions as set out below.

The Awards were granted on 21 January 2026. The closing price of
the Shares on the date of grant was HK$0.049 per Share.

The Awards will vest in three annual instalments on the first, second
and third anniversaries of the date of grant, subject to the grantees’
continued employment with the Group and compliance with the
terms of the Award Scheme. No performance targets are attached
to the Awards. No consideration is payable by the grantees upon the
vesting of the Awards.

The Awards were granted from the remaining balance of the Scheme
Mandate. As at the date of this report, following the grant of the
Awards, the remaining number of Shares available for grant under
the Scheme Mandate is 13,500,000 Shares.

The Board considers that the grant of the Awards aligns with the
purpose of the Award Scheme, namely to provide the Selected
Participants with an opportunity to acquire a proprietary interest in
the Group, to encourage and retain such individuals to work with the
Group, and to align the interests of the Selected Participants directly
with the Shareholders.

Placing of share

On 5 February 2026, the Company and Lego, as placing agent,
entered into the placing agreement pursuant to which the Company
appointed the placing agent to place a maximum of 560,000,000
placing shares to not less than six independent placees at a price
of HK$0.05 per placing share. The placing was completed on 25
February 2026. Further details were set out in the announcements of
the Company dated 5 February 2026 and 25 February 2026.
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PRINCIPAL RISKS AND UNCERTAINTIES
FERRBRR T RERER

The followings are part of the key risks and uncertainties identified by
the Group. There may be other risks and uncertainties in addition to
those shown below which are not known to the Group or which may
not be material now but could turn out to be material in the future.

FINANCIAL AND ECONOMIC RISK

Liquidity risk

The Group’s policy is to regularly monitor its liquidity requirements
so as to ensure sufficient reserves of cash and adequate committed
lines of funding from major financial institutions (when applicable) to

meet its liquidity requirements in the short and long term. As at 31
December 2025, the Group had no significant capital commitment.

Foreign currency risk

Revenue from major customers is mainly from the U.S. and U.K.
while the production facilities of the Group are mainly operates in
Cambodia. Accordingly, most of the sales are denominated in U.S.
dollar while the costs arising from its operations are generally settled
in RMB. As a result, fluctuations in the value of U.S. dollars against
RMB could adversely affect the financial results of the Group. During
2025, the Group did not experience any material difficulties or
impacts on its operations or liquidity as a result of currency exchange
fluctuation.

The Group will continue to monitor closely the exchange rate risk
arising from its existing operations and new investments in the future.
The Group will further implement the necessary hedging arrangement
to mitigate any significant foreign exchange risk when and if

appropriate.
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PRINCIPAL RISKS AND UNCERTAINTIES (CONTINUED)
FERBETHEERE (&)

Credit risk

The Group's credit risk is primarily attributable to trade receivables.
Credit evaluations are performed on all credit customers taking
into account the customer’s payment history and current ability to
pay, any information specific to the customer and the economic
environment in which the customer operates. The credit period is
generally one to two months, extending up to three to four months
for major customers. Each customer has a maximum credit limit. The
Group seeks to maintain strict control over its outstanding receivables
and overdue balances are reviewed regularly by senior management.
Impairment losses are recorded for those overdue balances where

there is objective evidence of impairment.

The Group has concentration risk in respect of trade receivables
due from the Group’s five largest debtors who accounted for
approximately 60.1% and 60.2% of the Group’s total trade
receivables as at 31 December 2025 and 2024 respectively. The credit
risk exposure to trade receivables balance has been and will continue

to be monitored by the Group on an ongoing basis.

Interest rate risk

The Group is exposed to interest rate risk through the impact of rate
changes on interest-bearing bank and other borrowings. The Group
monitors the interest rate exposure on a continuous basis and adjusts
the portfolio of bank deposits and borrowings where necessary.
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PRINCIPAL RISKS AND UNCERTAINTIES (CONTINUED)
FERBETHEERR(E)

Economy of U.S. market

As part of the Group’s revenue is derived from the U.S., its results
of operations and financial condition therefore depend on the U.S.
economy. The Group's profitability and business growth are affected
by the uncertainty of macroeconomic conditions and uncertain

economic outlook and political conditions in U.S..

The U.S. economy faces challenges such as budget deficits, public
debt, lack of labor market dynamism and change in political instability.
Moreover, the change of trade policies of the United States with
China in recent years have brought adverse impact to the business
of the Group. It remains uncertain how Sino-US trade policies will
develop since the inauguration of the new US administration in
January 2021.

The Group has evaluated the business risk from the change in trade
policies of U.S. with China, and would explore different means to

mitigate such risks stemming therefrom.
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CORPORATE GOVERNANCE REPORT
DEERRE

CORPORATE GOVERNANCE PRACTICES

The Company is committed to maintain high standards of corporate
governance to protect the interests of its Shareholders and to enhance
corporate value and accountability. The principle of the Company’s
corporate governance is to promote effective internal control and
risk management measures, uphold a high standard of ethics,
transparency, responsibility and integrity in all aspects, and to ensure
that its affairs are conducted in accordance with applicable laws and
regulations. The Board believes that good corporate governance
standards are essential in providing a framework for the Company
to safeguard the interests of Shareholders, enhance corporate value
and formulate its business strategies and policies. The Board has
reviewed the Company's corporate governance practices and is
satisfied that save as disclosed below, the Company has complied
with all code provisions (“Code Provisions”) and, where applicable,
the recommended best practices of the Corporate Governance Code
(the “Corporate Governance Code”) set out in Appendix C1 to the
Rules Governing the Listing of Securities on the Stock Exchange (the
“Listing Rules”) during 2025 and up to the date of this report.

Code Provision D.1.2 of the Corporate Governance Code provides
that management should provide members of the board with monthly
updates giving a balanced and understandable assessment of the
issuer’'s performance, position and prospects in sufficient details to
enable the board as a whole and each director to discharge their
duties under Rule 3.08 and Chapter 13 of the Listing Rules. Although
the management of the Company did not provide a regular monthly
update to the members of the Board, the management keeps
providing information and updates to the members of the Board as

and when appropriate.

The Company will continue to review its corporate governance
practices in order to enhance its corporate governance standard,
comply with regulatory requirements and meet the growing

expectations of shareholders and investors of the Company.
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MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”) as
set out in Appendix C3 to the Listing Rules as a code of conduct of
the Company for Directors’ securities transactions. The Company
has made specific enquiry with its incumbent Directors regarding
compliance with the Model Code during the Reporting Period, and
they all confirmed that they had fully complied with the required
standard set out in the Model Code regarding directors’ securities
transactions throughout the Reporting Period.

BOARD OF DIRECTORS

The Board is responsible for overseeing the management, businesses,
strategic directions and financial performance of the Group. The
Board holds regular meetings to discuss the Group’s businesses and
operations. All important issues are discussed in a timely manner. The
Board delegates to the management the daily operations of the Group
under the directions set out by the management and the Board. The
Board has established various committees and has delegated to the
Audit Committee, the Remuneration Committee, and the Nomination
Committee of the Board (collectively, the “Board Committees”)
various duties. All the Board Committees perform their distinct roles
in accordance with their respective terms of reference.

Pursuant to the internal guidelines of the Group, the Board shall meet
at least four times a year. Additional board meetings will be held
when warranted. The Directors at all times have full and timely access
to information of the Group. There is a procedure for Directors to
seek independent professional advice whenever deemed necessary by

them at the expense of the Company, as appropriate.

38 REGAL PARTNERS HOLDINGS LIMITED ANNUAL REPORT 2025

BHR HHIRLESTH

ARARCRA LR EKCIHME LD
BOANESETEFRIZHNRETR ([
EFUADEREFETESRINALQF
IR - ARARREERLETARSE
A ERERBENEETETRES
8] FEHERC RS HE2EE TR

ATRFREREFRTESX SN
) -
oy

EXRREEAKENERE X K
BT REMBERR EETSEHMETE
& AmARENERNEE EFEA
&Ha:ﬁﬁix$ﬂ°§$@h$ﬁl
MAREERTEREE REARERER
E&%%ﬁﬁmmifﬁ$°%$MEW
VEREZEGVRAEFENERZES

VFEZEeRRRZES(AEIEEES
BNRRZERE - MAEFZESUR
BHEEANBEREBRTETRNEE -

REAEENAEES  EFEEFED
BREXE% NEFTEARINEHES
g% TARKE EFHEE2E - R
ERAKENER - ARBIREREF £
EXUNEARATERSRKBUEEE
5 BRANAREE(ER) -
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Directors receive at least 14 days prior written notice of a regular
meeting and may propose matters for discussion to be included in the
agenda. The minutes of Board meetings are prepared by the company
secretary with details of the decisions reached, any concerns raised
and dissenting views expressed. Copies of the final versions of Board
minutes are sent to the Directors for their information and records.
The draft minutes are sent to all Directors within a reasonable time
after each meeting for their comments before being formally signed.
The signed minutes are kept in safe custody by the company secretary

and are available for inspection by the Directors.

Insurance coverage in respect of Directors’ and officers’ liability has
been arranged by the Company.

As of the date of this report, the composition of the Board is as
follows:

Executive Directors

Mr. CHONG Tsz Ngai (Chairman)

Mr. TSE Hok Kan (re-designated on 7 May 2025)

Mr. TSE Wun Cheung (appointed on 7 May 2025)

Mr. CHAN Wing Kit (Chief Executive Officer)
(appointed on 25 July 2025)

Mr. TSE Kam Pang (resigned on 25 July 2025)

Independent Non-executive Directors

Prof. KWAN Pun Fong Vincent
Prof. LEE Chack Fan

Ms. CHEN lJianhua

Prof. SIT Wing Hang, Alfred

The biographies of the Directors are set out in “Profile of Directors

and Senior Management” on pages 9 to 16 of this annual report.
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During the Reporting Period, the attendance of the individual MIFREHIM  KFEFLESHBERAOT
Directors at the meetings is set out below:

Number of meetings attended/eligible to attend during the Reporting Period

REEHELE/ FERLBHEERY

Remuneration Nomination Audit General
Committee Committee Committee Board Meeting
Name of Director BEpg ¥WzEE  REZEE  BRZEE Bz REAE
Executive Directors HiTES
Mr. Chong Tsz Ngai HFREE NATEF NATEF NATEHA 1010 1/1
Mr. Tse Hok Kan (re-designated on HEHEE
7 May 2025) (R202585A7R ) NATER NIATNER NATER 10110 1/1
Mr. Tse Wun Cheung WRELE
(appointed on 7 May 2025) (R2025E5A7TREZR) NATER NIATNER NATER 6/6 /1
Mr. Chan Wing Kit BoKGRE
(appointed on 25 July 2025) (R2025E7A25HER ) NATER NIATNER NATER 33 Vel
Mr. Tse Kam Pang Bl e
(resigned on 25 July 2025) ($2025%7 A258E() NATEF NATEFR NATEA 6/7 10
Independent non-executive BUFHITES
Directors
Prof. Kwan Pun Fong Vincent BRAAK 414 3R 414 1010 1/1
Prof. Lee Chack Fan FEAHE 44 33 414 910 n
Ms. Chen Jianhua Reitat 414 33 414 1010 1/1
Prof. Sit Wing Hang, Alfred 2 QE 6 44 33 414 910 111

Each of Mr. Tse Wun Cheung and Mr. Chan Wing Kit has obtained — #HE 54 MK AL A B 7 BIR 20254
the legal advice under Rule 3.09D of the Listing Rules on 7 May 2025 5878 &%2025%7 A25HRIE EMRAIE
and 25 July 2025 respectively, and each of them confirmed that he  3.09DIKEVSAZER - HESEHER T H

understood his obligations as a director of a listed issuer.

R EMEITAESNES

The non-executive Directors (including the independent non-executive ~ JEFITE B (BIEB I IFNTE S ) WIET
Directors) have been appointed for a specific term of three years and FHIA=F + WAREA QN FHEBEERHA
are subject to retirement by rotation at least once every three yearsin ~ Rlfz VB =FiHmESE—IX

accordance with the articles of association of the Company.
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Independence of independent non-executive
directors

The role of the independent non-executive Directors is to provide
independent and objective opinions to the Board, giving adequate
control and balances for the Company to protect the overall interests
of the Shareholders and the Company.

They serve actively on the Board and Board Committees to
provide their independent and objective views. In compliance with
Rules 3.10(1) and 3.10A of the Listing Rules, the Company has
appointed at least three independent non-executive Directors,
representing more than one-third of the Board. At least one of the
independent non-executive Directors has the appropriate professional
qualifications in accounting or related financial management expertise
as required by Rule 3.10(2) of the Listing Rules.

The Board must satisfy itself that an independent non-executive
Director does not have any material relationship with the Group.
The Board is guided by the criteria of independence as set out in the

Listing Rules in determining the independence of Directors.

The Board members have no financial, business, family or other
material/relevant relationships with each other, save as disclosed under
the section headed “Profile of Directors and Senior Management” in
this annual report. The Company has received annual confirmation
of independence from all the independent non-executive Directors
in accordance with Rule 3.13 of the Listing Rules. The Board is of the
view that all the independent non-executive Directors are independent

in accordance with the Listing Rules.

Prof. Sit will retire and offer himself for re-election as an independent
non-executive Director of the Company at the coming annual general
meeting of the Company held on 18 June 2026. Please refer to
“Corporate Governance Practices” on page 37 of this report for
further details.
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Board independence

The Company recognizes the Board independence is pivotal in

good
establ
any D

corporate governance and Board effectiveness. The Board has
ished mechanism to ensure independent views and input from
irector.

The governance framework and the following mechanisms are

reviewed annually by the Board, through its Nomination Committee,

to ensure their effectiveness:

42

Four out of the eight Directors are Independent Non-Executive
Directors, which meets the requirements of the Listing Rules
that the Board must have at least three independent non-
executive Directors and must appoint independent non-

executive Directors representing at least one-third of the Board.

The Nomination Committee will assess the independence,
qualification and time commitment of a candidate who is
nominated to be a new independent non-executive Director
before appointment and also the continued independence of
existing Independent non-executive Directors and their time
commitments annually. On an annual basis, all independent
non-executive Directors are required to confirm in writing their
compliance of independence requirements pursuant to Rule 3.13
of the Listing Rules, and to disclose the number of nature of
offices held by them in public companies or organizations and

other significant commitments.

External independent professional advice is available as and
when required by individual Directors and/or committee of
the Board as prescribed in the terms of reference of such
committees.
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4. All Directors are encouraged to express freely and their
independent views and constructive challenges during the
Board/Board Committee meetings.

5. No equity-based remuneration with performance-related
elements will generally be granted to independent non-

executive Directors.

6. A Director (including independent non-executive Director) who
has a material interest in a contract, arrangement or other
proposal shall not vote or be counted in the quorum on any

Board resolution approving the same.

The Board has reviewed the implementation of the above
mechanism(s) to ensure independent views and input are available to
the Board for the year ended 31 December 2025 and is satisfied that

such mechanisms remain to be effective.

Directors’ training

All Directors are provided with timely updates on the Company’s
performance, financial position and prospects to enable the Board
as a whole and each Director to discharge their duties. In addition,
the Company arranges for and provides continuous professional
development training and relevant materials to the Directors to help
ensure they are apprised of the latest changes in the commercial,
legal and regulatory environment in which the Group conducts
its business and to refresh their knowledge and skills on the roles,
functions and duties of a listed company director. The Directors have
provided to the Company their record of continuous professional
development training, and they have participated in training activities

in the following manner:

1. Reading materials on Directors’ duties, compliance issues for

listed companies and/or legal and regulatory requirements;

2. Reading materials on corporate governance and financial

reporting; and

3. Reading materials on risk management and internal control.
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Dividend policy

On 10 December 2018, the Company adopted a new dividend policy
that may declare and distribute dividends to the shareholders of the
Company, provided that the Group records a profit after tax and
that the declaration and distribution of dividends does not affect the
normal operations of the Group. The Company intends to pay out
an annual dividend payment at a payout ratio of not less than 30%
of the Group's consolidated net profit after tax for the then financial
year after taking into consideration of certain factors stated in the

Company’s announcement dated 10 December 2018.

Board diversity policy (“Diversity Policy”)

The Company adopted a policy of having a diversity in the
composition of Board members so as to enhance the quality of its
performance. In designing the Board’s composition, 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 selection criteria, having regard for the benefits
of diversity on the Board.

The Nomination Committee will monitor the implementation of the
Diversity Policy and, from time to time, review the Diversity Policy to
ensure its effectiveness.

As at the date of this report, the Board consists of eight Directors,
of which one Director is female. The Board values gender diversity
is mindful of the objectives for the factors as set out in the Board
Diversity Policy for assessing the candidacy of the Board members
and will ensure that any successors to the Board shall follow the
Board Diversity Policy and that gender diversity will be achieved in
respect of the Board. The Board considers that the Board is sufficiently
diverse and will regularly review diversity and consider implementing
measurable objective where appropriate. Similar considerations will
also be in place to assess the candidacy of the senior management
team from time to time.
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The Group has also taken, and continues to take, steps to promote
diversity at all levels of its workforce. Opportunities for employment,
training and career development are equally opened to all eligible
employees without discrimination. The male to female ratio in
the workforce of the Group including senior management as at
31 December 2025 is approximately 2:1 which is in line with the
gender ratio in the industry in which the Group operates. The Group
considers a number of factor when hiring employees including
gender, age, cultural and education background, qualification,
ethnicity, professional experience, skills, knowledge and length of
service. The Board considers that the gender diversity in workforce

(including senior management) is currently achieved.

Nomination policy

The Board is responsible for selection and appointment of Directors.
The Nomination Policy of the Board (the “Nomination Policy”)
sets out the criteria, process and procedures for the Nomination
Committee to recommend suitable candidates for directorship with
a view to ensuring that the Board has a balance of skills, experience
and diversity of perspectives appropriate to the requirements of the

Company'’s business.

The Nomination Committee shall consider a number of factors in
making nominations, including but not limited to the skills and
experience of the candidate, the commitment that the candidate
is expected to devote to the Board and the competence of the
candidate in satisfying relevant legal and regulatory requirements. The
Company adopted the Diversity Policy as stated in the previous section
for achieving diversity on the Board with reference to the Company’s
business model and specific needs. The candidate to be nominated as
an INED must satisfy the independence criteria set out in Rule 3.13 of

the Listing Rules.
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If the Nomination Committee determines that an additional or
replacement director is required, the Committee may take such
measures that it considers appropriate in connection with its
identification and evaluation of a candidate. The Nomination
Committee may propose to the Board a candidate recommended
or offered for nomination by a shareholder of the Company as a
nominee for election to the Board. On making recommendation, the
Nomination Committee may submit the candidate’s personal profile to
the Board for consideration. The Board may appoint the candidate(s) as
director(s) to fill a casual vacancy(ies) or as an addition to the Board or
recommend such candidate to shareholders for election or re-election

(where appropriate) at the general meeting.

BOARD COMMITTEES

The Board has established three committees, namely, the Audit
Committee, the Remuneration Committee and the Nomination
Committee, for overseeing particular aspects of the Company’s
affairs. All Board Committees are established with defined written
terms of reference. The terms of reference of the Board Committees
are posted on the Company’s website and the website of the Stock

Exchange and are available to the Shareholders upon request.

All members of each Board Committee are independent non-
executive Directors.

Audit committee

The Audit Committee was established with written terms of reference
in compliance with Rule 3.21 of the Listing Rules and the Corporate
Governance Code. The primary duties of the Audit Committee are to
review and supervise the financial reporting process, internal control
system and risk management system of the Group, to oversee the
audit process and to perform other duties and responsibilities as

assigned by the Board.

Members of the Audit Committee are Prof. Kwan Pun Fong Vincent
(Chairman), Ms. Chen Jianhua, Prof. Lee Chack Fan and Prof. Sit Wing
Hang, Alfred. They are all independent non-executive Directors.
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The Audit Committee reviewed, among other things, the audited
financial statements for 2025 with recommendations to the Board
for approval and discussed with the management and the external
auditors the accounting policies and practices which may affect the
Group, the report prepared by the external auditors covering major
findings in the course of the audit and the accounting and financial
reporting matters.

Remuneration committee

The Remuneration Committee was established with written terms of
reference in compliance with Rule 3.25 of the Listing Rules and the
Corporate Governance Code. The primary duties of the Remuneration
Committee are to establish and review the policy and structure of
the remuneration for the Directors and senior management and
make recommendations on the remuneration packages of individual
Directors and senior management and on other employee benefit
arrangements.

The Remuneration Committee consists of all the independent non-
executive Directors, namely Prof. Kwan Pun Fong Vincent, Ms. Chen
Jianhua, Prof. Lee Chack Fan and Prof. Sit Wing Hang, Alfred. Prof.
Kwan Pun Fong Vincent currently serves as the chairman of the
Remuneration Committee.

The Remuneration Committee has assessed the performance of the
Directors and senior management of the Company, and reviewed and
recommended to the Board the remuneration policy and structure
relating to the Directors and senior management of the Company.
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Remuneration policy

The principles of the Group’s remuneration policy:

were applied to all Directors and senior management of the
Group for the Year and, so far as practicable, shall be applied to
them for subsequent years;

were sufficiently flexible taking into account future changes
in the Company’s business environment and remuneration
practice;

allowed remuneration arrangement to be designed to support
the business strategy of the Group and to align with the
interests of the Group's shareholders; and

aimed at setting appropriate reward levels to reflect the
competitiveness in the market in which comparable companies
and the Group had been operating during the Year so as to

retain individuals with outstanding performance.

The remuneration package of each executive Director and senior
management of the Group during the Year was structured to include:

(a

48

an appropriate rate of base compensation for the job of each
Executive Director and senior management of the Group;

competitive benefit programs; and

sets of performance measures and targets for performance-
related annual and long-term incentive plans based on the
appropriate independent advice and/or an assessment of the
interests of shareholders of the Company and taking into
account an appropriate balance of risk and reward for the
Directors and other participants.
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The Remuneration Committee is tasked within its term of reference
to review and/or approve matters relating to share schemes under
Chapter 17 of the Listing Rules. The Remuneration Committee
has reviewed the remuneration policy and package of the Group,
including an assessment of individual performance, attractiveness
of the rewards offered by the Company, talent retention and
incentivization, the financial condition and performance of the
Group. No share awards and share options were recommended to be
awarded by the Remuneration Committee during the year ended 31
December 2025.

The remuneration for the Directors and senior management comprises
basic salary, retirement benefits and discretionary bonus. Details of
the amount of emoluments of Directors paid for 2025 are set out in
note 9 to the financial statements.

Nomination committee

The Nomination Committee was established with written terms
of reference in compliance with the Corporate Governance Code.
The primary duties of the Nomination Committee are to make
recommendations to the Board on appointments of the Directors, to
assess the independence of the independent non-executive Directors,
to take up references and to consider related matters.

The Nomination Committee consists of all the independent non-
executive Directors, namely Prof. Kwan Pun Fong Vincent, Ms. Chen
Jianhua, Prof. Lee Chack Fan and Prof. Sit Wing Hang, Alfred. Prof.
Kwan Pun Fong Vincent currently serves as the chairman of the

Nomination Committee.

The Nomination Committee carries out the process of selecting and
recommending candidates for directorships by making reference to
the balance of expertise, skills, experience, professional knowledge,
personal integrity and time commitments of such individuals, the
requirements of the business of the Group and other relevant
statutory requirements and regulations. An external recruitment
agency may be engaged to carry out the recruitment and selection
process when necessary.
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Further, pursuant to the terms of reference of the Nomination
Committee, the Nomination Committee, when reviewing the
composition of the Board, will have regard to the diversity of
the Board, which includes gender, age, cultural and educational
background, length of service, skills, knowledge and professional
experience of the Board. The Company recognises and embraces the
benefits of diversity of Board members.

The Nomination Committee has reviewed the policy for the
nomination of Directors, the structure, size and composition of the
Board and assessed independence of the independent non-executive
Directors.

Corporate governance functions

The Board is responsible for performing the corporate governance
duties set out in code provision A.2.1 of the Corporate Governance
Code, namely:

(i)  to develop and review the Company’s policies and practices
on corporate governance and make recommendations to the
Board;

(i) to review and monitor the training and continuous professional
development of Directors and senior management;

(iiiy  to review and monitor the Company’s policies and practices on

compliance with legal and regulatory requirements;

(iv) to develop, review and monitor the code of conduct and

compliance manual (including in relation to securities trading)

applicable to employees and Directors; and

(v) to review the Company’s compliance with the Corporate
Governance Code and disclosure in the corporate governance
report in the Company’s annual report.
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The Board will continue to review the Company’s policies and
practices on corporate governance and legal and regulatory
compliance, training and continuous professional development
participations of the Directors, as well as the Company’s compliance
with the Corporate Governance Code.

AUDITORS" REMUNERATION

During 2025, the total fees paid/payable in respect of services

provided by the Group’s external auditors are set out below:
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Audit and audit related services FEat REFHERARS 806
Non-audit services: Taxation and other FIEBEETIRTE - WS R A B ERS

professional services -

806

COMPANY SECRETARY

The company secretary is responsible for handling company secretarial
matters. The company secretary of the Company is Mr. Chan Wing
Kit. Mr. Chan has received no less than 15 hours of professional

training in compliance with Rule 3.29 of the Listing Rules.
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DIRECTORS’ RESPONSIBILITY IN RESPECT OF THE
FINANCIAL STATEMENTS

The Board, supported by the finance and accounting department,
is responsible for the preparation of the financial statements of
the Group that give a true and fair view. In preparing the financial
statements, the Hong Kong Financial Reporting Standards issued by
the Hong Kong Institute of Certified Public Accountants have been
adopted. Appropriate accounting policies have also been used and
applied consistently. The appropriateness of the preparation of the
Company'’s consolidated financial statements on a going concern basis
largely depends upon the outcome of the underlying assumptions as
detailed in Note 2.1 to the consolidated financial statements, which in
particular include: (i) cost control tightening measures; (ii) alternatives
to strengthen the capital base; (iii) financial support from the ultimate
holding company; and (iv) re-negotiation with debtors. However,
the eventual outcome of the plans and measures described above
are inherently uncertain. The conditions stated in Note 2.1 to the
consolidated financial statements, including the net loss, net current
liabilities, net liabilities, interest-bearing bank and other borrowings,
lease liabilities, convertible loan, cash and cash equivalents of the
Group, indicate the existence of material uncertainties that may cast
significant doubts about the Group’s ability to continue as a going

concern.

The statement by the auditors of the Company regarding their
reporting responsibilities on the financial statements of the Group is
included in the Report of the Independent Auditors on pages 86 to 97
of this annual report.
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RISK MANAGEMENT AND INTERNAL CONTROL

The management has the responsibility to maintain appropriate and
effective risk management and internal control systems, and the
Board has the responsibility to review and monitor the effectiveness
of the Group’s risk management and internal control systems at least
annually covering material controls, including financial, operational
and compliance controls, to ensure that the systems in place are
adequate and effective. The Group adopts a risk management system
which manages the risk associated with its business and operations.

The system comprises the following phases:

Identification: Identify ownership of risks, business objectives
and risks that could affect the achievement of
objectives.

Evaluation: Analyse the likelihood and impact of risks and

evaluate the risk portfolio accordingly.

Management: Consider the risk responses, ensure effective
communication to the Board and on-going
monitor the residual risks.
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The Company has in place an internal control system which is

compatible with The Committee of Sponsoring Organizations of
the Treadway Commission (“COSO") 2013 framework. The COSO
framework enables the Group to achieve objectives regarding

effectiveness and efficiency of operations, reliability of financial

reporting and compliance with applicable laws and regulations. The

five key components of the COSO framework are shown as follows:

Control

Environment:

Risk Assessment:

Control Activities:

Information and

Communication:

Monitoring:

A set of standards, processes and structures
that provide the basis for carrying out internal
control across the Group.

A dynamic and iterative process for identifying
and analysing risks to achieve the Group’s
objectives, forming a basis for determining how

risks should be managed.

Action established by policies and procedures
to help ensure that management directives to
mitigate risks to the achievement of objectives
are carried out.

Internal and external communication to provide
the Group with the information needed to carry
out day-to-day controls.

Ongoing and separate evaluations to ascertain
whether each component of internal control is
present and functioning.

The Group’s risk management and internal control systems are,

however, designed to manage rather than eliminate the risk of failure

to achieve business objectives, and can only provide reasonable and

not absolute assurance against material misstatement or loss.
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The existing management of the Company considers that the
qualified opinion originates from historical transactions involving the
Zou Entities, which, as disclosed in the sub-section headed “Qualified
Opinion” in the Management Discussion and Analysis” of this report,
may involve the Company’s internal control system. The internal
control system of the Company, including without limitation, the
internal transaction approval procedures, has been revamped and
enhanced following the engagement of the existing management.

The existing management of the Company will use every effort to
implement and maintain intact financial reporting procedures so as
to avoid re-occurrence of similar issues, including conducting internal
control review(s) as and when appropriate. To prevent similar non-
compliance from occurring in the future, the Company has put in
place the following remedial measures:

(@  the Company has designated Professor Kwan Pun Fong Vincent,
an independent non-executive Director who has extensive
compliance and financial management experience, to be a
designated officer (the “Designated Officer”) for advising
on and overseeing the internal controls of the Group. The
Designated Officer would assist the Group in evaluating and
implementing its risk management and compliance policies,
in particular, management and reporting polices for notifiable
transactions and connected transactions;

(b) the Company has implemented and circulated internally a new
internal approval policy (including document signing and use
of seal/chop) to the effect that no legally binding documents
or documents of material effect to the Group may be signed or
entered into without the written approval from the Chairman
and the chief executive officer of the Company (the “CEO");

ARBBREEEERS  ZEREERR
BSRFRERZELRS (RABEE
BEM®EITINMRERR |2 &
%) BRI RARBMNAEEIEHIE o
BREEEEN AL ARACEZEHFE
s MERESAE B E - B ¥R (BRRR) M
MR HEAIER o

ARRREBEEERIBFTEE I MR
TELWBEREF  NEPBEURES
RELE  BREEERIRETAIEER
Ao RTIERREIRBLERER - A2
BRI BN MR -

@ ARFCHEEAFEEARMNPBE
BEBRNEIFAMTESR M HE
REEAB(TEEAR]D - ARAE
BARES R EERETEE - 18
EAB &M AR B EMEEER
EEMAHREE - FHRAT M
RHMEERXZFNERMBEREK

(b) ARBDEITLEAREHZHAL
BHBR(BEXGESMENE, D
EOER)  RERBEARAERF R
TTHRAEE([THRAR DM EHEALE -
NMEBRBRALERABERORTD
MXHFRHAERBEATENX
(5K

EEERERABR AT 2025 F3F 55



CORPORATE GOVERNANCE REPORT (CONTINUED)

12

56

BRmE ()

the Company has implemented an enhanced internal control
system for fund transfers. Depending on fund size, applications
will have to be made to and approvals will be provided by
relevant authorised senior management personnel of the Group.
All application forms and approval records for fund transfers will
be properly retained and kept. Material fund transfers will only
be made with the written approval from the Chairman and the
CEQ, and fund transfers which constitute notifiable transactions
and/or connected transactions under the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong
Limited (the “Listing Rules”) will be conducted in accordance
with the measures set out in paragraph (e) below;

the Company has circulated within the Group guidance
materials in relation to the Listing Rules requirements in
respect of notifiable transactions and connected transactions.
In particular, in-house training or relevant materials will be
provided to the key management personnel and relevant staff
of the Group on at least an annual basis to ensure they have
the practical knowledge to identify notifiable and connected
transactions and comply with relevant requirements under the
Listing Rules;

the Company has implemented enhanced internal control
procedures in monitoring notifiable transactions and connected
transactions under Chapters 14 and 14A of the Listing Rules:

o subsidiaries of the Group shall from time to time and
regularly report to the CEO in respect of potential
transactions to be entered into by the subsidiaries;

o the CEO (with the assistance of the compliance
department) will be responsible for reviewing and
checking whether the reports from subsidiaries contain
information that may constitute notifiable transaction
or connected transaction to be entered into in the next
month and shall consolidate all information received
and keep proper record of the reported potential or
consummated transactions;
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based on the information provided, the compliance
department will advise the applicable compliance
requirements under the Listing Rules (if any) in respect
of the reported transactions (after consultation with
professional advisers, if necessary). No agreement will be
entered into before a written clearance is issued by the
CEO;

the details of all notifiable or connected transactions will
be reported to the CEO, chief financial officer and/or
the Board as appropriate, and if needed, the compliance
department shall arrange formal announcement/circular/
general meetings etc. in accordance with the Listing Rules;
and

the CEO will conduct regular inspections and verifications
on at least a quarterly basis to identify and verify whether
there are any unreported transactions, which, if found,
will be reported to the senior management of the
Company and/or Board as soon as practicable.

the Company will, as and when appropriate and necessary,

seek external legal or other professional advice as to any action

required to be taken in relation to any proposed transactions

or events in the future. The Company will allocate resources

such

that the Independent Non-Executive Directors will have

sufficient access to independent professional advice as they see

fit in assessing future transactions of the Group.
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The Group has conducted an annual review on whether there is a
need for an internal audit department. Given the Group's relatively
simple corporate and operation structure, as opposed to diverting
resources to establish a separate internal audit department, the
Board, supported by the Audit Committee, is directly responsible for
risk management and internal control systems of the Group and for

reviewing its effectiveness.

Pursuant to the Statement of Disciplinary Action published by the
Stock Exchange dated 9 January 2025, an independent review of
the Company’s internal controls for procuring compliance with
the Corporate Governance Code and Chapters 14 and 14A of the
Listing Rules was directed by the Stock Exchange. In view of this and
as part of the remedial measures implemented by the Company to
improve its internal control system, the Company has appointed an
independent external adviser with professional staff in possession of
relevant expertise and satisfactory to the Stock Exchange to conduct
a thorough review of and make recommendations to improve the
Company’s internal controls and to procure compliance with the
Corporate Governance Code and Chapters 14 and 14A of the Listing
Rules (the “Internal Control Review"”). The Board and the Audit
Committee had reviewed the resources, staff qualifications and
experience and training programs of the external independent adviser
and considered they are adequate and sufficient.

The independent external adviser has reported to the Company for
its findings and recommendation. The Company agreed with the
recommendation and will adopt the recommenced practice in the
future. Having considered the findings and recommendations of the
Internal Control Review and the response and action of the Company,
both the Audit Committee and the Board are of the view that the
Company’s proposed measures are adequate and sufficient to address
the findings of the Internal Control Review and that the Group will
develop adequate internal control systems to procure compliance
with the Corporate Governance Code and Chapters 14 and 14A
of the Listing Rules. Details of which please refer to the Company’s
announcement dated 7 April 2025 and 14 May 2025.
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Summarized below are the key findings and relevant
recommendations of the independent external adviser, and the
findings in its follow up review:

A. Risk Management

1.  Recording and documenting risk management
process

Description

Risk register and risk management meeting minutes have
not been prepared to formally record and document the

risk management process.

Recommendation

The Company should prepare risk register and risk
management meeting minutes to formally record and
document the risks identification, assessment, evaluation,
treatment of risks and management action plans discussed
during the risk management process. Management
response and action plan. The Company agrees with the
recommendation and will adopt the practice in the future.

Follow up review

The Company has already implemented the above
recommendation.

2. Involvement of junior and senior staff from
different operation levels; regular trainings and
guidance

Description

Meetings related to risk management do not involve
junior and senior staff from different operation levels for
discussion on identification, assessment and management
of risks.

Regular trainings and guidance on risk management
provided to the management and employees are not
available.
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Recommendation

The Company can consider that meetings related to risk
management can involve junior and senior staff from
different operation levels for discussion on identification,

assessment and management of risks.

The Company can consider providing regular trainings
and guidance to the directors and employees on risk
management in order to enhance their risk awareness
and improve risk management. Besides, the Company can
arrange workshops for them to identify, analyse, prioritize
and respond to risks, so that risk management practice

can be embedded into the Company's culture.

Management response and action plan

The Company agrees with the recommendation and will

adopt the practice in the future.

Follow up review

The Company has already implemented the above
recommendation.

Connected Transaction and Notifiable
Transaction Management Process; Corporate
Governance Code Management Process;
Corporate Governance Disclosure Process

According to the information received from the Company and
the agreed upon procedures, with regard to the Corporate
Governance Code (Appendix C1 to the Listing Rules), Chapter
14A connected transactions and Chapter 14 notifiable
transactions, save as the above two recommendations, there
was no other recommendation, and the Independent External
Adviser is of the view that the risk management and internal
control systems during the review period were in compliance,
appropriate and effective.
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With respect to procedures and internal controls for the handling
and dissemination of inside information, the Company is aware of
the relevant obligations under the Securities and Futures Ordinance
(Cap. 571 of the Laws of Hong Kong) (the “SFO") and the Listing
Rules.

In order to enhance the Group’s system of handling inside
information, and to ensure the truthfulness, accuracy, completeness
and timeliness of its public disclosures, the Group also adopts and
implements an inside information policy and procedures. Certain
reasonable measures have been taken from time to time to ensure
that proper safeguards exist to prevent a breach of a disclosure

requirement in relation to the Group, which include:

1. The access of information is restricted to a limited number of
employees on a need-to-know basis. Employees who are in
possession of inside information are fully conversant with their
obligations to preserve confidentiality.

2. Confidentiality covenants will be in place when the Group

enters into significant negotiations.

In addition, all employees are required to strictly adhere to the rules
and regulations regarding the management of inside information,
including that all employees who, because of his/her office or
employment, is likely to be in possession of inside information in
relation to the Company, are required to comply with the securities
transaction rules adopted by the Company which are on terms no less

exacting than those required under the Listing Rules.

The Board and the Audit Committee had reviewed the adequacy and
effectiveness of the Group’s risk management and internal control
systems during the Reporting Period and up to the date of this report
and believes that the existing systems are adequate and effective.
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SHAREHOLDERS' RIGHTS

The general meetings of the Company provide a forum for the
Shareholders to exchange views directly with the Board. Subject to
provisions of the applicable laws in the Cayman Islands and the Listing
Rules, the Articles require that an annual general meeting (“AGM")
of the Company to be held each year and at the venue as determined
by the Board. Each general meeting, other than an AGM, is called an
extraordinary meeting.

According to the Articles, any one or more members holding at the
date of deposit of the requisition not less than one-tenth of the paid
up capital of the Company carrying the right of voting at general
meetings of the Company shall at all times have the right, by written
requisition to the Board or the secretary of the Company, to require
an extraordinary general meeting to be called by the Board for the
transaction of any business specified in such requisition.

If within 21 days of such deposit the Board fails to proceed to
convene such meeting the requisitionist(s) himself (themselves) may
do so in the same manner, and all reasonable expenses incurred by
the requisitionist(s) as a result of the failure of the Board shall be
reimbursed to the requisitionist(s) by the Company.

Procedures for putting forward proposals by
shareholders at general meeting

To put forward proposals at a general meeting of the Company,
a Shareholder should lodge a written notice of his/her/its proposal
(the “Proposal”) with his/her/its detailed contact information to
the principal place of business of the Company in Hong Kong. The
identity of the Shareholder and his/her/its request will be verified
with the Company’s branch share registrar in Hong Kong and upon
confirmation by the Company’s branch share registrar that the
request is proper and in order and made by a Shareholder, the Board
will determine in its sole discretion whether the Proposal may be
included in the agenda for the general meeting.
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Putting enquiries by shareholders to the board

Shareholders may at any time make a request for the Company’s
information to the extent such information is publicly available and
the Company has an investor relationship personnel to attend to
enquiries from the Shareholders. Details of the contact person are set

out below:

Name: Mr. Chong Tsz Ngai

Telephone: (852) 2660 8866

Email: Anthony.chong@theregalpartners.com

Shareholders may also make enquiries with the Board at the
general meetings of the Company and/or by sending them to the
Company’s principal place of business in Hong Kong at the following
correspondence address and addressing to the Board:

Address: Unit 3103, 31 Floor, Trendy CTR, 682 Castle Peak RD,
Cheung Sha Wan, Kowloon, Hong Kong

Shareholders should direct their questions about their shareholdings,
share transfer, share registration and payment of dividend to Tricor
Investor Services Limited (the Company’s branch share registrar in
Hong Kong). Contact details of Tricor Investor Services Limited are set

out below:

Address: 17/F, Far East Finance Centre, 16 Harcourt Road,
Hong Kong

Telephone:  (852) 2980 1333

Fax: (852) 2810 8185

Email: is-enquiries@hk.tricorglobal.com

BROEFSRHAD

BIRAIBERS REVA A BB - EBEER
ARAIAFER  ARBNEREERE
ANBREREBRNARE - BARANFFE
I

HE s BEFREE
BTG (852) 2660 8866
BE# :  Anthony.chong@theregalpartners.com

BRRMARKABRREAE LRAEEEIR
LR/ REBEBEBRAMBEXREARAR
AMEAETREXEMBTRRTESEIR
HERE - BRI T

ik BANERDESILBEES2REARL
Z31183103F

PRI N R A - B R - D B R
KRl 8B EMEER - BAARBKZE
BERNBPFELIREEESFELARD
AlfRH - BEEESFERAR QTSN
AFBHINOT

ik FAERBIRERSRPOI7E
TaE © (852) 2980 1333

EH : (852)28108185

B :  is-enquiries@hk.tricorglobal.com

EEERERABR AT 2025 F3F 63



CORPORATE GOVERNANCE REPORT (CONTINUED)
TREEHRE (B)

Communication with shareholders

Under its shareholders’ communication policy, the Board and senior
management maintain a continuing dialogue with the Shareholders
and investors through various channels including the Company’s AGM
to answer Shareholders’ questions. The chairman and other members
of the Board are present at the AGM. The annual report and AGM
circular is distributed to all the Shareholders at least 20 clear business
days before the AGM.

The Board has reviewed annually the implementation and
effectiveness of the Company’s shareholders’ communication policy
including steps taken at the general meetings the handling of queries
received (if any) and the multiple channels of communication and
engagement in place, and considered the Company's shareholders’
communication policy has been properly implemented during the year
and under review and is effective.

INVESTOR RELATIONS

The Company establishes different communication channels with
investors to update them with the latest business development and
financial performance including the AGM, the publication of annual
reports, announcements and circulars on the websites of the Stock
Exchange and the Company in order to maintain a high level of

transparency.

MEMORANDUM AND ARTICLES OF ASSOCIATION

The Company adopted an amended and restated memorandum of
association on 10 December 2016 and amended and restated articles
of association on the Listing Date.
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DIRECTORS' REPORT
EEEHRE

The Directors present this annual report and the audited consolidated

financial statements of the Company for 2025.

BUSINESS REVIEW

The review of business performance of the Group, the Group’s
business prospect and the financial key performance indicators during
2025 are set out in the sections headed “Financial Highlights”,
“Chairman’s Statement” and “Management Discussion and Analysis”
on page 5, pages 6 to 8 and pages 17 to 33 respectively of this
annual report. The content is part of this directors’ report.

PRINCIPAL RISKS AND UNCERTAINTIES FACING
THE COMPANY

The principal risks and uncertainties of the Group during the
Reporting Period is set out in the section headed “Principal Risks and
Uncertainties” on pages 34 to 36 of this annual report. The content is
part of this directors’ report.

ENVIRONMENTAL PROTECTION AND
COMPLIANCE WITH LAW AND REGULATIONS

The Group is committed to supporting the environmental
sustainability. Being manufacturing and trading companies in the PRC,
the Group is subject to various environmental laws and regulations
set by the PRC national, provincial and municipal governments.
Compliance procedures are in place to ensure adherence to applicable
laws, rules and regulations. During 2025, the Group has complied
with relevant laws and regulations that have significant impact on
the operations of the Group. Further, any changes in applicable
laws, rules and regulations are brought to the attention of relevant

employees and relevant operation units from time to time.

A report on the environmental, social and governance aspects is
prepared in accordance with Appendix C2 to the Listing Rules will
be published on the Investor Relations section of the Company’s
(http://www.theregalpartners.com/) and the Stock Exchange’s
(https://www.hkexnews.hk/) websites at the same time as the

publication of the Company’s annual report.
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PRINCIPAL ACTIVITIES

The Company acts as the holding company of the Group and its
subsidiaries are principally engaged in the manufacturing and sale of
sofas, sofa covers and other furniture products.

RESULTS AND APPROPRIATIONS

The results of the Group for 2025 are set out in the consolidated
statement of profit or loss and other comprehensive income on pages
98 to 99 of this annual report.

The Board did not recommend the payment of any dividend for the
year ended 31 December 2025. As at the date of this annual report,
the Board was not aware that any shareholders of the Company had

waived or agreed to any arrangement to waive dividends.

TAX RELIEF

The Company is not aware of any relief from taxation available to
Shareholders by reason of their holding of the shares of the Company.

PROPERTY, PLANT AND EQUIPMENT

Details of movements during 2025 in the property, plant and
equipment of the Group are set out in note 14 to the consolidated
financial statements.

SHARE CAPITAL

Details of share capital of the Company are set out in note 27 to the

Company’s financial statements.

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

The Company and its subsidiaries did not purchase, sell or redeem
any of the listed securities of the Company (including sale of treasury
shares) during 2025, except for the 2025 Placing whereby net

proceeds of approximately HK$27.8 million were raised.
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DIRECTORS' REPORT (CONTINUED)
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SPECIFIC PERFORMANCE OBLIGATIONS ON THE
CONTROLLING SHAREHOLDERS UNDER RULE
13.18 OF THE LISTING RULES

On 21 December 2022, the Company (as borrower) and International
Finance Corporation (“IFC") (as lender), Mr. Zou Gebing (as guarantor)
and other parties entered into the Amendment Agreement to amend
the principal terms and conditions of the Convertible Loan under a
convertible loan agreement dated 5 January 2018 (“Convertible
Loan Agreement”). Pursuant to the Amendment Agreement, the
amount of default interests due and payable by the Company to IFC
pursuant to the Convertible Loan Agreement for the period starting
from 2 August 2022 (inclusive) and ending on 15 September 2022
(exclusive) is HK$207,667.24. The amount of redemption premium
due and payable by the Company to IFC pursuant to the Convertible
Loan Agreement as of the date of the Amendment Agreement
is HK$2,191,768.50. The outstanding principal amount of the
Convertible Loan as of 29 September 2022 is HK$81,439,030.80 and
the amount of due but unpaid jeopardy expenses as of 29 August
2022 in connection with the Convertible Loan is US$92,383.

Under the Amendment Agreement, upon the occurrence of any of

the following:

() atanytime and for any reason, Mr. Tse Kam Pang (& $35) (“Mr.
Tse"”) and Mr. Zou Gebing (as a whole) cease to directly or
indirectly own at least 51%, of both the economic and voting
interests in the Company’s share capital (determined on a fully
diluted basis),

(i) any person or group other than Mr. Zou Gebing shall have
obtained the power (whether or not exercised) to elect a
majority of the board of directors of Morris Capital, or any
person or group other than Mr. Tse shall have obtained the
power (whether or not exercised) to elect a majority of the
board of directors of Century Icon Holdings Limited,
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(i) any person or group other than Century Icon Holdings Limited
and the Morris Capital (as a whole) shall have obtained the
power (whether or not exercised) to elect a majority of the
Board,

(iv)  with effect from the closing of the general offer arising from
the completion of the Share Subscription, the Board shall cease

to consist of a majority of continuing directors or

(v) a "change of control” or similar event shall occur as provided in
any other loan or preferred stock documentation relating to the

Company.

IFC may serve a written notice (a “Prepayment Notice”) on the
Company requiring the Company to prepay any portion or all of the
outstanding Convertible Loan in full within ten (10) days of the date
of the Prepayment Notice under the Convertible Loan Agreement (as

amended by the Amendment Agreement).

The Company was informed by IFC that, on 23 September 2024, IFC
assigned and transferred the Convertible Loan and relevant securities
to Winner Union Limited, an independent third party.

Further details of the Convertible Loan are set out in the Company’s
announcements dated 5 January 2018, 24 January 2018, 10 October
2019 and 30 December 2022.

DISTRIBUTABLE RESERVES

As at 31 December 2025, the Company had no reserves available for
distribution (31 December 2024: Nil).

FIVE-YEAR FINANCIAL SUMMARY

Five year financial summary are set in the section headed “Five Year
Financial Summary” on page 236 of this annual report.
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DIRECTORS

The Directors during 2025 and up to the date of this annual report
were:

Executive Directors

Mr. CHONG Tsz Ngai (Chairman)

Mr. TSE Hok Kan (re-designated on 7 May 2025)

Mr. TSE Wun Cheung (appointed on 7 May 2025)

Mr. CHAN Wing Kit (Chief Executive Officer)
(appointed on 25 July 2025)

Mr. TSE Kam Pang (resigned on 25 July 2025)

Independent Non-executive Directors

Prof. KWAN Pun Fong Vincent
Prof. LEE Chack Fan

Ms. CHEN Jianhua

Prof. SIT Wing Hang, Alfred

In accordance with paragraph 83(3) of the Articles, any Director
appointed by the Board to fill a casual vacancy shall hold office until
the first general meeting of shareholders after his appointment and
be subject to re-election at such meeting and any Director appointed
by the Board as an addition to the existing Board shall hold office only
until the next following annual general meeting of the Company and

shall then be eligible for re-election.

Further, pursuant to paragraph 84(1) of the Articles, one-third of
the Directors for the time being shall retire from office by rotation
provided that every Director shall be subject to retirement at an AGM
at least once every three years and, being eligible, offer themselves for
re-election for the forthcoming year. According to paragraph 84(2) of
the Articles, any Director appointed by the Board pursuant to Article
83(3) shall not be taken into account in determining which particular
Directors or the number of Directors who are to retire by rotation.
Details of the re-electing directors at the forthcoming AGM will be set

out in the Company’s circular to be dispatched to the Shareholders.
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DIRECTORS’ SERVICE CONTRACTS

The Directors do not have subsisting service agreements with
the Company which is not determinable by the employer within
one year without payment of compensation (other than statutory
compensation). Save as disclosed in note 9 to the financial
statements, there were no other emoluments, pension and any
compensation arrangements for the Directors and past Directors as
are specified on section 78 of Schedule 11 to the new Hong Kong
Companies Ordinance (Cap. 622), with reference to section 161 of
the predecessor Hong Kong Companies Ordinance (Cap 32).

Each of the independent non-executive Directors has entered into
a letter of appointment with the Company for a fixed term of three
years commencing from their respective dates of appointment (which
shall continue for further successive periods until terminated by
either party giving at least three months’ prior written notice). They
are subject to retirement by rotation and re-election at AGM of the
Company at least once every three years and until terminated.

No Directors proposed for re-election at the forthcoming annual
general meeting has a service contract with the Company or its
subsidiaries which is not determinable by the Group within one
year without payment of compensation (other than statutory
compensation).

CHANGES IN DIRECTORS’ INFORMATION

Pursuant to Rule 13.51B(1) of the Listing Rules, apart from (1)
the appointment of Mr. Chong Tsz Ngai as the Chairman and his
cessation to be the Chief Executive Officer and (ii) the re-designation
of Mr. Tse Hok Kan as an executive Director, there were no changes
in Directors’ information required to be disclosed pursuant to
paragraphs (a) to (e) and (g) of rule 13.51(2) of the Listing Rules.
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PLACING OF NEW SHARES UNDER GENERAL
MANDATE

On 7 March 2025, the Company and Lego Securities Limited (“Lego”),
as placing agent, entered into the placing agreement (the “2025
Placing Agreement”), pursuant to which the Company appointed
Lego to place, on a best effort basis, a maximum of 550,000,000
ordinary shares to not less than six independent placees at the placing
price of HK$0.051 per share, representing a discount of 15% to the
closing price of HK$0.060 per share as quoted on the Stock Exchange
on the date of the “2025 Placing Agreement (the “2025 Placing”).
Net proceeds of approximately HK$27.8 million were raised, which
are intended to be used to expand the Company’s factory footprint in
Southeast Asia and replenish the working capital of the Group.

The aggregate nominal value of the maximum number of placing
shares was US$550,000 and the net placing price was approximately
HK$0.051 per placing share. The 2025 Placing was completed on
19 March 2025 and a total of 550,000,000 placing shares have
been successfully placed by Lego to not less than six placees who are
independent third parties.

USE OF NET PROCEEDS

The net proceeds after deducting all relevant costs and expenses of
the 2025 Placing were approximately HK$27.8 million.

The details of the use of proceeds form the 2025 Placing during the
year ended 31 December 2025 are as follows:
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fe & B 9 & = & B /48 M {8 A 550,000
T S FER A EIRE S5 #£0.051
HTT © 2025F LB FIWER2025F3 A 19
B%ER - IEEXRNARLRNE BB
= 77 KB AR &S A ££550,000,000 4% B2
B ©

S RCESERR

2025F Ff EEBIBAEFIEFE (KM TE
HBREKANMF)#A27 8GEETT -

#HZE2025F12A31 B IEFE - 20255
FIENATSHBRRFBDT

Net proceeds
Allocation utilised during Amount Unutilised
of the net the year ended utilised up to proceeds as at Expected
Proposed use of proceeds proceeds 31 December 2025 31 December 2025 31 December 2025 timeline
BE2025F
128318 LEE EZ2025F R2025%
%A EHAME 12A31R 12A318
fERERERE FHEIE REFE EBRAEE  ADAFERE RARER
(HK$ million) (HK$ million) (HK$ million) (HK$ million)
(BE¥ET) (BE¥ET) (B&%ET) (BEET)
General working capital purposes of the Group 5.50 5.50 5.50 - -
including but not limited to the repayment
of trade payables
AEE-REELLRE  PRETRNERES
FENTUE
Expansion of the Company's factory in Southeast 223 23 23 - -
Asia
BARRAER SR LR E
Total 278 278 218 - -
5t
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DIRECTORS' INTERESTS IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS OF
SIGNIFICANCE

Save as those disclosed under the section headed “Connected
Transactions and Continuing Connected Transactions” and the
related party transactions as disclosed in note 30 to the consolidated
financial statements, no transactions, arrangements or contracts
of significance in relation to the Company’s business to which the
Company or any of its subsidiaries was a party and in which a Director
or a connected entity of a Director had a material interest, whether
directly or indirectly, subsisted as at 31 December 2024 or at any time
during 2025.

DIRECTORS' INTERESTS IN SECURITIES

As at 31 December 2025, the interests and short positions of each
Director and chief executive of the Company in the Shares, underlying
Shares and debentures of the Company or any associated corporation
(within the meaning of Part XV of the SFO) which were 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 are taken or deemed to have under such provision of the SFO),
or which were required, pursuant to section 352 of the SFO, to be
entered in the register referred to therein, or which were required,
pursuant to the Model Code, are set out below:

EERNBARS  ZHEAEHR
B 2

E/\

BRIBERXSRIFEAER S | — B REGE
TSR M s30T R BB 5 R B AT
FEESN 0 TR20244F12 A31 B R 20255 (T
R MESAAREKERALAR
SHAEMMBRARMERI N RESHE
ENHEERERYHERAEAEEN
BARS BHIENFE -

EENBHER

R2025F 128310  ARFIZEERTE
TN BRARR Rl g B A AR B E @ (1R 7%
% R EE GG EXVERIR T R E ) AR
AR REEZREEREZEF AR
B EXVEL 7 X85 BP /A M A AN &) K B
AT (BIERIRE 5 & EE 16R01 8 B &S
EWRATWEEREENERIOAR ) IR
BES RSN E 3521685 ARt
B BEFEEETRINER RASH
PG -

The Company NN

Number of Approximate
Name of Director/ securities percentage of
chief executive Nature of Interest (Note 1) shareholding

B5HE

ES BETBASHSE FERMtE (7% HRESANEDL
Mr. Chong Tsz Ngai (Note 2) Beneficial owner 8,000,000 shares (L) 0.24%
HFREE(RE2) EREEA 8,000,000 (L) 0.24%
Notes: BisE

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

2. The interest comprises 8,000,000 underlying shares in respect of the outstanding
awarded shares granted to him under the restricted share award scheme of the
Company.
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Save as disclosed above, none of the Directors, chief executives of
the Company had any other personal, family, corporate and other
interests or short positions in the Shares, underlying Shares or
debentures of the Company or any of its associated corporations
(within the meaning of Part XV of the SFO) as recorded in the register
required to be kept under Section 352 of the SFO or as otherwise
notified to the Company and the Stock Exchange pursuant to the
Model Code as at 31 December 2025.

SUBSTANTIAL SHAREHOLDERS" INTERESTS

As at 31 December 2025, the following persons (other than the
Directors or the chief executive of the Company) have interests or
short positions in the Shares or underlying Shares as recorded in the
register required to be kept by the Company under section 336 of the
SFO:

Br ECETREEE SN - 20254128318 -
KRB EERTBEITHRABMERKARR]
sl E ATl FEEE A B (IR 55 5 M B S IE B 5B XV
T AR ) ARG - BRERGD SEEE
PR ZBH ARIEE 5 M B E 05535215
GEMZRMBARBEEETABAARR
AR EMEA - Rk - 27
DEAEZR SRR o

FTERRAER
A2025F12 8318 » U TAT(RRQATE
FolF BITEA BBRIN A I kA8 B IR (D

BRI ARRBRIERE 7 KA E D)
E336MHFENECMEERTOAS

Number of Percentage of
Shares/underlying Shares of
Shares held the Company
Shareholders Nature of interest (Note 1) in issue
gt HAEROEE AR ARE BT
IR ERME (BF7E1) ROBDLE
Century Icon (Note 2) Beneficial owner 1,300,038,000 shares (L) 39.39% (L)
Century Icon(Hf7%2) EnBEEA 1,300,038,000% (L) 39.39% (L)
Mr. Tse Kam Pang (Note 2) Interest of controlled 1,300,038,000 shares (L) 39.39% (L)
corporation
RIS o A (B Er2) RyEE R 1,300,038,0008% (L) 39.39% (L)
Morris Capital (Note 3) Beneficial owner 666,500,000 shares (L) 20.20% (L)
RREAR(HIFE3) E=mEAA 666,500,0004% (L) 20.20% (L)
Ms. Wu Bingyu (Note 3) Interest of controlled 666,500,000 shares (L) 20.20% (L)
corporation
RKEZE(HIFE3) R EEER 666,500,0000%(L) 20.20% (L)
Mr. Chen Jie (Note 4) Security interest 490,000,000 shares (L) 14.85% (L)
BRA ST A& (Mi5E4) REER 490,000,0008%(L) 14.85% (L)
Mr. Wong Shu Yui Beneficial owner 275,000,000 shares (L) 8.33% (L)
BEHRESE BEnEEA 275,000,000%(L) 8.33% (L)
Notes: BfRE -
1. The letter “L"” denotes the person’s long position in such Shares. 1. FELIRKRZBATRZEROHOTE ©
2. Century Icon Holdings Limited (“Century Icon”) is owned as to 100% by Mr. Tse 2. Century Icon Holdings Limited([ Century Icon )

Kam Pang. Under the SFO, Mr. Tse Kam Pang will therefore be deemed, or taken
to be, interested in the same number of shares in which Century Icon is interested.

3. Based on a disclosure of interest form filed by Ms. Wu Bingyu (&2 7k &) on 20
February 2025, 85% equity interest in Morris Capital Limited was held Ms. Wu
Bingyu ((=7KE ), who would then be deemed, or taken to be, interested in those
666,500,000 Shares held by Morris Capital Limited.

4. Morris Capital as the charger has entered into a share charge over 490,000,000
ordinary share in the Company in connection with a loan made by Mr. Chen Jie.

M EEREE100% - REFEZFHFRHBE
BBl BEREE LA KRR AL EFR
Century lconf# B MmN FAZHE BT HEE

fiEas -

3. RIERIKELZLR2025F2 A20 A H RO EZ
WEERE  RAELTHERREARAERAA
85% WA ; A WA AW EERRERER
B A EFTE A H666,500,0000% % 15 7k B 1

o

4. RABAERIRCADRBALENERRAR
7)490,000,0000% ¥ i8R F] 32 Mt #5E ©
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Save as disclosed above, the Company has not been notified of any
other person (other than the Directors and chief executives of the
Company) who had an interest or short position in the Shares and/
or underlying Shares of the Company which fell to be disclosed to
the Company under Divisions 2 and 3 of Part XV of the SFO as at 31
December 2025.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of
the whole or any substantial part of the Company’s business were
entered into or existed during 2025.

EMOLUMENT POLICY

The Group is well aware of the importance of incentivising and
retaining its employees. The Group offers competitive remuneration
packages to its employees and makes contributions to social security
insurance funds (including pension plans, medical insurance, work-
related injury insurance, unemployment insurance and maternity
insurance) and housing fund for its employees. The Remuneration
Committee is set up for reviewing the Group’s emolument policy
and remuneration package of the Directors and chief executive of
the Group, having regard to the Group’s overall operating results,

individual performance and comparable market practices.

RESTRICTED SHARE AWARD SCHEME

The Restricted Share Award Scheme (the “Award Scheme”) was
adopted by the Board on 29 August 2019 (the “Adoption Date").

Purpose

The specific objectives of the Award Scheme are: 1. to provide the
Selected Participants (as defined below) with an opportunity to
acquire a proprietary interest in the Group; 2. to encourage and retain
such individuals to work with the Group; 3. to provide additional
incentive for Selected Participants (as defined below) to achieve
performance goals with a view to achieve the objectives of increasing
the value of the Group; and 4. to align the interests of the Selected
Participants (as defined below) directly to the Shareholders through
ownership of Shares, dividends and other distributions paid on Shares
and/or the increase in the value of the Shares.
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Participants

The Board may, from time to time, select and approve any individual,
being an employee, director, officer, consultant, agent, adviser or
business partner of any member of the Group or any Affiliate (including
nominees and/or trustees of any employee benefit trust established
for them) and any other person as determined by the Board who
the Board or its delegate(s) considers, in their sole discretion, to have
contributed or will contribute to the Group (the “Eligible Persons”)
for participation in the Award Scheme and grant awards to such
Eligible Persons (the “Selected Participants”).

Scheme mandate

The Board will not make any further grant of award which will
result in the aggregate number of Shares underlying all grants made
pursuant to the Award Scheme (excluding award shares that have
been forfeited in accordance with the Award Scheme) to exceed
9.9% of the total number of issued Shares as at the Adoption Date
(i.e. 99,000,000 Shares, representing 2.56% of the issued shares of
the Company as at the date of this report) (the “Scheme Mandate”)
without approval by a Board resolution. As at the date of this report,
awards in respect of 13,500,000 Shares may be granted pursuant to
the Scheme Mandate.

Maximum entitlement of each participant

The maximum number of award shares which may be awarded to a
Selected Participant under the Award Scheme in aggregate shall not
exceed 5.0% of the total number of issued Shares as at the Adoption
Date.

Exercise period

As the Award Scheme is a Award Scheme of the Company instead of
a share option scheme, the awards granted under the Award Scheme
are not subject to any exercise period nor are the Selected Participants

entitled to any exercise rights.

N

RS

EXgn TRHEBNMSLEEFSHENRR
EREBERA/ELIEAAKEELFR
FEAEA (& AR BRI & ST 5
BARMWET  EF SMKE  EBEH -
REA ERREBRH(BEARERT
HERESBANEENREARHRFE
AN FERMEMAL)([EEK/AL )2 HE
RE)GE > YABBEEEBALR TER
(BE2HEE]) -

BE

ETSTEHENEMBEINNEE LR
BB B TR A REPAES
MRR 4B 8 (TR IR IR IR BB AT 812 WY
HEEIAL (D ) IR B R AN A iR B B 1T R (D 42
##99.9% » B199,000,000& M1 (& =&
HEBEARNRB BTG 2.56% ) ([ 5HEI
BE])  BRIFCBEZGREIE - K
HEAE - EEEE) A B 13,500,000 0% i%
D ARRE SRR -

FESEEKN KRR
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Vesting period

The Board or the committee of the Board or person(s) to which the
Board delegated its authority may, from time to time, while the
Award Scheme is in force and subject to all applicable laws, determine
such vesting criteria and conditions or periods for the award to be

vested pursuant to the Award Scheme.

Subscription/purchase price

No subscription/purchase price is payable by the Eligible Persons upon

acceptance of awards granted under the Award Scheme.

The Board or the committee of the Board or person(s) to which the
Board delegated its authority may, from time to time, determine any

purchase price of shares awarded pursuant to the Award Scheme.

Term

The Award Scheme shall commence on the Adoption Date and
terminate upon the earlier of (i) the end of the period of ten (10)
years commencing on the Adoption Date; or (ii) such date of early
termination as determined by the Board.
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Movement and position

The number of awards that were available for grant under the

Scheme Mandate as at the beginning of the financial year ended 31
December 2025 was 78,000,000 Shares and as at the end of the

LB RIER

REZ2025F 12 A3 H LI BIFEE Y &
HE2025F 12431 B I BEE KR
BEFEEETTFRLERESE SR A

financial year ended 31 December 2025 was 86,000,000 Shares. 78,000,0000% %17 }.86,000,000/% %5 °
Closing
price of
Number of Number of shares
awards  Number of Number of Number Number awards  immediately
unvested awards Fair value awards of awards of awards unvested before the
asat granted of awards vested cancelled [apsed asat dateon
1 January during  atthe date during during during 31 December  which awards Purchase
Date of Grant 05 the year of grant the year the year the year N5 weregranted  Vesting Period Price
H05E
HaosE R 1A31A BiRY
118788 ERRE  REEAN ERZE Epig EpxH A8 RBEEE
RHEH %88 #REA DMEE %REA E1 ] #REA #B¥R  ROURE  BRH BEER
(HKD) HKD) (HKD)
) () (7
Director iz
CHONG Tsz Ngai #13 2 October 2023 8,000,000 0.3 - 8,000,000 018 02/102023- 311212025 018
AB3E10A28
five highest paid individuals ~ EZBEEMAL 2 0cober 013 5,000,000 0.3 - - - 5,000,000 018 02/102023- 311212025 018
WBF10A28
Other grantees AfEEA 2 (ctober 2023 8,000,000 0.3 8,000,000 - 018 02/102023- 311212025 0.18
WBE10F28
Notes: Fff3E
(1) For details of the basis of measurement for the fair value of the restricted share (1)  BREEREZRHIRGEH R LEENTERE
awards granted, please refer to note 28 headed “Reserves” of the Financial Al - BB AT IR w28 | —6 -
Statements in this annual report.
(2)  Awards were granted to Employee Participants under the Award Scheme without ~ (2) BV VRBE@MF 2R TRESEE - WEERTE

performance targets. In view that (i) the grantees are employees of the Group
who will contribute directly to the overall business performance, sustainable
development and/or good corporate governance of the Group; (i) the grant is a
recognition for the grantees’ past contributions to the Group; (iii) the award are
subject to vesting period and also a purchase price and hence the value of the
awards to be vested in the grantees is linked to the future price of the shares of
the Company; and (iv) the awards granted are subject to clawback, which already
cover situations where the award will lapse in the event that the grantees cease to
be employees of the Group.

Details of the remuneration of the Directors for 2025 are set out in

note 9 to the consolidated financial statements of this annual report.

REBRF - ERNOVERARLREIES - BEE
HAKBEMBEREBRRR  IHEZRE AR
IFEEERIEL R ¢ (DEER A R )
B S BEH RSB EERERA ¢ (i) 2@
RERBONEEER  AUBEETARANE
BV EEEARRIRRMAR D ERES © Rv)E
HERE R FHE - EREARATHRAEE
R R EERE RBEER -

2025F M EBFHMF BN RN FERERE B
TEREMIEEO ©
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ARRANGEMENTS TO PURCHASE SHARES OR
DEBENTURES

At no time during the year was the Company, its holding company,
or its subsidiaries a party to any arrangements to enable the Directors
(including their spouse and children under 18 years of age) to acquire
benefits by means of the acquisition of Shares in, or debentures of,

the Company or any other body corporate.

DIRECTORS" INTERESTS IN COMPETING BUSINESS

There were no competing business of which a Director had a material
interest, whether directly or indirectly, subsisted as at 31 December
2025 or at any time during 2025.

CONNECTED TRANSACTIONS AND CONTINUING
CONNECTED TRANSACTIONS

There was no connected transaction (or continuing connected
transaction) that should be disclosed pursuant to annual reporting
requirement of Chapter 14A of the Listing Rules during 2025.

None of the related party transactions as disclosed in note 30
to the consolidated financial statements were subject to the
disclosure requirements of connected transactions or continuing
connected transactions under Chapter 14A of the Listing Rules.
The compensation of key management personnel of the Group
was fully exempt connected transactions under Chapter 14A of the
Listing Rules and hence such transactions complied with connected

transaction requirements.

CORPORATE GOVERNANCE REPORT

The corporation governance report of the Group during the Reporting
Period is set out in the sections headed "“Corporate Governance
Report” on pages 37 to 64 of this annual report.
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MAJOR CUSTOMERS AND SUPPLIERS

During 2025, sales to the Group's five largest customers and
purchases from the five largest suppliers accounted for approximately
63.8% and 32.7% of the total revenue and purchases for the year,
respectively. The Group's largest customer accounted for around
29.7% of the total revenue for the year. The Group's largest supplier
accounted for around 9.9% of the total purchase for the year.

None of the Directors; their close associates; or any shareholder (which
to the knowledge of the Directors own more than 5% of the number
of issued shares of the Company) have any interest in the largest and
five largest suppliers or customers disclosed above.

PERMITTED INDEMNITY PROVISION

Pursuant to the Articles, every Director shall be entitled to be
indemnified out of the assets of the Company against all losses or
liabilities which he/she may sustain or incur in or about the execution
of the duties of his/her office or otherwise in relation thereto. The
Company has arranged for appropriate insurance cover for Directors’
and officers’ liabilities in respect of legal actions against the Directors
and officers arising out of corporate activities. The level of the
coverage is reviewed annually.

EQUITY-LINKED AGREEMENT

Save as disclosed in this annual report relating to share option
scheme, no equity-linked agreements were entered into during 2025
or subsisted as at 31 December 2025.

SHARE OPTIONS SCHEME

The share options scheme (the “Share Option Scheme”) was
adopted by the Company on 10 December 2016. The Share Option
Scheme allows the Company to grant options to the following
eligible person(s) (the "“Eligible person(s)”), namely, any full-
time or part-time employee of the Company or any member of the
Group, including any executive Director, non-executive Director and
independent non-executive Director, adviser and consultant of the
Group. The purpose of the Share Option Scheme is to enable the
Company to grant options to the Eligible Persons as incentives or
rewards for their contribution to the Group.

TERPMHER
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The principal terms of the Share Option Scheme are summarised as

follows:

80

The limit on the total number of Shares which may be issued
upon exercise of all options under the Share Option Scheme and
any other share option schemes which may be adopted by the
Group from time to time pursuant to which options to subscribe
for Shares may be granted (the “Other Schemes”) must not, in
aggregate, exceed 10% of the Shares in issue as at the Listing
Date (which shall be 100,000,000 Shares) unless Shareholders’
approval has been obtained, and which must not exceed 30%
of the Shares in issue from time to time.

As at 31 December 2025 and the date of this report, the total
number of Shares available for issue under the Share Option
Scheme is 100,000,000 Shares, which represents 2.6% of
the issued Shares as at 31 December 2025 or the date of this
report.

The total number of Shares issued and to be issued upon
exercise of the options granted to an Eligible Person under the
Share Option Scheme and Other Schemes in any 12-month
period must not exceed 1% of the Shares in issue from time to
time, and provided that if approved by Shareholders in general
meeting with such Eligible Persons abstained from voting, the
Company may make further grant of options to such Eligible
Person notwithstanding that the further grant would result in
the Shares issued and to be issued upon exercise of all options
granted and to be granted under the Share Option Scheme and
Other Scheme in the 12-month period up to and including the
date of the further grant representing in aggregate over 1% of

the Shares in issue from time to time.
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3. An option may be exercised in accordance with the terms of
the Share Option Scheme at any time during a period to be
determined and notified by the Board to each Eligible Person
provided that the period within which the option must be
exercised shall not be more than 10 years from the date of the
grant of option.

The exercise of an option may be subject to the achievement
of performance target and/or any other conditions (e.g. vesting
period) to be notified by our Board to each Participant, which

our Board may in its absolute discretion determine.

4. HK$1.00 shall be paid by the grantee to the Company by way
of consideration for the grant.

5. The subscription price for the Shares subject to options will be a
price determined by our Board and notified to each participant
and shall be the highest of (i) the closing price of the Shares as
stated in the Stock Exchange’s daily quotations sheet on the
date of grant of the options, which must be a trading day; (ii)
the average closing price of the Shares as stated in the Stock
Exchange’s daily quotations sheets for the five trading days
immediately preceding the date of grant of the options; and (iii)
the nominal value of a Share.

6.  Share Option Scheme shall be valid and effective for a period of

10 years commencing on the Listing Date.

Other details of the Share Option Scheme are set out in the
Prospectus. No share options were granted, exercised or cancelled by
the Company under the share option scheme during the period from
the listing date to 31 December 2025 and there were no outstanding
share options under the share option scheme as at 31 December
2025 and the date of this report.
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DIRECTORS' REPORT (CONTINUED)
BEEERE (A

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Articles
although there is no restriction against such rights under the

Companies Law of the Cayman Islands.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company
and within the knowledge of its Directors, the Directors confirm that
the Company has maintained a sufficient public float as required
under the Listing Rules for the year ended 31 December 2025 and up
to the date of this report.

INDEPENDENT AUDITORS

HLB Hodgson Impey Cheng Limited (“HLB") was appointed as the
auditor of the Group since 21 May 2019 upon the removal of the
former auditor of the Company.

There were no changes in the auditors of the Company during the

past five years.

The consolidated financials statements of the Company for the years
ended 31 December 2025 onwards were audited by HLB, who will
retire at the AGM and a resolution for the re-appointment as the
auditors of the Company will be proposed at the forthcoming AGM.
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DIRECTORS' REPORT (CONTINUED)
EEEHE(E)

CONVERTIBLE LOAN

On 5 January 2018, the Company entered into a convertible loan
agreement (“Convertible Loan Agreement”) with International
Finance Corporation (“IFC"), pursuant to which IFC agreed to lend,
and the Company agreed to borrow, a convertible loan (“Convertible
Loan”) in an aggregate principal amount of HK$200,000,000. Please
refer to the announcements of the Company dated 5 January 2018
and 24 January 2018 for further details. Pursuant to the Convertible
Loan Agreement and as one of the conditions of disbursement,
each of Mr. Zou, Ms. Wu Xiangfei, Mr. Zou's spouse and one of the
controlling shareholders of the Company, Morris PRC, a company
owned as to 85% by Mr. Zou and as to 15% by Ms. Wu, and IFC
entered into a share retention and undertaking agreement pursuant
to which, among others, Mr. Zou has undertaken to at all times
maintain his controlling stake (being not less than 51% interests) in
the Company and Morris PRC and not to transfer his shares in Morris
Capital, one of the controlling shareholders of the Company and
owned as to 85% by Mr. Zou and 15% by Ms. Wu, or Morris PRC
if, giving effect to such transfer, Mr. Zou will not be able to maintain
his controlling stake in the Company or Morris PRC mentioned above
for so long as any part of the Convertible Loan is outstanding or any
amount is available for disbursement under the Convertible Loan
Agreement and for so long as IFC holds any equity securities of the
Company.

As a result of the suspension in trading in the shares of the
Company from 28 March 2019, the carrying amount of liability of
the convertible loan to the principal amount was adjusted and the
same was reallocated from non-current liabilities to current liabilities
in order to reflect such continuance. On 20 April 2019, 23 May
2019, 12 June 2019 and 30 September 2019, the Company entered
into four amendment agreements respectively with the lender of
the convertible loan for the agreed schedule of certain permitted
prepayments of the convertible loan. As at 31 December 2019, the
outstanding principal of the convertible loan was HK$110,967,128.
Under the agreed schedule as provided in the abovementioned
amendment agreements, the Company agreed to repay by 11
installments between 15 June 2019 and 28 December 2019.
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In December 2019, the Company’s subsidiary has pledged our
Cambodia lease rights and respective tenant lease rights to IFC. In
February 2020, the Company has received the waiver letter from
IFC, allowing the Company to not make any payments to IFC from
January to April 2020. On 29 May 2020, the Company was granted a
temporary waiver by IFC to postpone the installments from 28 January
2020 to 28 April 2020. At the same time, the repayment schedule
was renewed with an extended payment period.

On 21 December 2022, the Company renegotiated with IFC for the
rescheduled repayment schedule. Based on the rescheduled repayment
instalment schedule, the maturity date of the new repayment schedule
is 18 June 2025. Further details of the Amendment Agreement was
disclosed in the Company’s announcement dated 30 December 2022.

The Company was informed by IFC that, on 23 September 2024, IFC
assigned and transferred the Convertible Loan and relevant securities
to Winner Union Limited, an independent third party.

During the year ended 31 December 2025, the Company defaulted in
repayment of principal amount of convertible loan of approximately
HK$32,466,970 and default interest of approximately HK$1,478,000
was recognised in the profit of loss and other comprehensive income
during the year ended 31 December 2025.
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APPRECIATION

The Company would like to take this opportunity to thank the
Directors, as well as the management and all employees for the
contribution they have made towards the Group’s continued progress,
and to thank all the Shareholders, customers and business partners

for their support.

On Behalf of the Board

Chong Tsz Ngai

Chairman and Executive Director
Hong Kong, 31 March 2026
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INDEPENDENT AUDITORS’ REPORT
B AR S

HLB) B #7 & & ¥ 3 5t & ;A 2

HODGSON IMPEY CHENG LIMITED

TO THE SHAREHOLDERS OF REGAL PARTNERS HOLDINGS
LIMITED
(Incorporated in the Cayman Islands with limited liability)

QUALIFIED OPINION

We have audited the consolidated financial statements of Regal
Partners Holdings Limited (the “Company”) and its subsidiaries
(collectively referred to as the "Group”) set out on pages 98 to 235,
which comprise the consolidated statement of financial position as
at 31 December 2025, and the consolidated statement of profit or
loss and other comprehensive income, the consolidated statement
of changes in equity and the consolidated statement of cash flows
for the year then ended, and notes to the consolidated financial

statements, including material accounting policy information.

In our opinion, except for the possible effects of the matters
described in the Basis for Qualified Opinion section of our report,
the consolidated financial statements give a true and fair view of the
consolidated financial position of the Group at 31 December 2025,
and of its consolidated financial performance and its consolidated
cash flows for the year then ended in accordance with HKFRS
Accounting Standards issued by the Hong Kong Institute of Certified
Public Accountants (the "HKICPA") and have been properly prepared
in compliance with the disclosure requirements of the Hong Kong
Companies Ordinance.
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INDEPENDENT AUDITORS' REPORT (CONTINUED)
B ZHENRE ()

BASIS FOR QUALIFIED OPINION

Scope limitation on balances with related companies

As disclosed in Note 30, included in amounts due from related
companies and amounts due to related companies as at 31 December
2025 and 2024 were balances with entities which are controlled by
Mr. Zou Gebing, a substantial shareholder of the Company who holds
20.20% of shareholding interests in the Company (“Zou Entities”).
As at 31 December 2025 and 2024, the carrying amounts of amounts
due from Zou Entities, net of allowance for expected credit loss, were
approximately RMB117,375,000 and RMB120,040,000 respectively
and the carrying amounts of amounts due to Zou Entities were
approximately RMB44,275,000 and RMB45,281,000 respectively.

We were unable to obtain sufficient appropriate audit evidence to
satisfy ourselves that the carrying amounts of the balances with Zou
Entities as at 31 December 2025 and 2024 referred to above were
not materially misstated because we were unable to obtain direct
confirmations from Zou Entities or have access to the management
or relevant personnel of Zou Entities. There were no other alternative
audit procedures that we could carry out to obtain sufficient and
appropriate audit evidence to satisfy ourselves about the existence,
accuracy and completeness of these balances as at 31 December
2025 and 2024.

Furthermore, the Group has recognised allowance for expected credit
loss on amounts due from Zou Entities of approximately RMBnil
and RMB58,224,000 in consolidated statement of profit or loss
and other comprehensive income for the years ended 31 December
2025 and 2024 respectively. The allowance for expected credit loss
on amounts due from Zou Entities in the consolidated statement of
financial position amounted to approximately RMB59,204,000 and
RMB59,891,000 as at 31 December 2025 and 2024 respectively. We
were unable to obtain the necessary financial, corporate, operating
and business information about the Zou Entities to support the
impairment assessment of amounts due from Zou Entities as at 31
December 2025 and 2024.
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INDEPENDENT AUDITORS' REPORT (CONTINUED)
B ZHENRE ()

BASIS FOR QUALIFIED OPINION (continuED)

Scope limitation on balances with related companies
(Continued)

As a result, we were unable to obtain sufficient appropriate audit
evidence to satisfy ourselves that the (i) carrying amounts of the
Group's balances with related companies as at 31 December 2025
and 2024; (ii) allowances for expected credit loss on amounts due
from related companies recognised for the years ended and as at 31
December 2025 and 2024; and (iii) other elements and disclosures in
the consolidated financial statements in relation to the balances with
related companies and allowances for expected credit loss on amounts
due from related companies included in the consolidated financial
statements of the Group, were free from material misstatements.
Any adjustments found to be necessary might have consequential
significant impact on the profit or loss and other comprehensive
income of the Group for the years ended 31 December 2025 and
2024, net liabilities of the Group as at 31 December 2025 and
2024 and the elements making up, and related disclosures in, the

consolidated financial statements.

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

sufficient and appropriate to provide a basis for our qualified opinion.
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INDEPENDENT AUDITORS' REPORT (CONTINUED)
B ZHENRE ()

MATERIAL UNCERTAINTY RELATED TO GOING
CONCERN

We draw attention to Note 2.1 in the consolidated financial
statements, which indicates that the Group incurred a loss attributable
to owners of the Company of approximately RMB87,152,000 for the
year ended 31 December 2025 and as at 31 December 2025, the
Group had net current liabilities and net liabilities of approximately
RMB239,004,000 and RMB295,414,000 respectively. In addition, the
Group had defaulted interest-bearing bank and other borrowings of
approximately RMB68,485,000 and a defaulted convertible loan of
approximately RMB29,325,000, whereas its cash and cash equivalents
only amounted to approximately RMB3,170,000. As stated in Note
2.1, these conditions, along with other matters as set forth in Note 2.1,
indicate that a material uncertainty exists that may cast significant
doubt on the Group’s ability to continue as a going concern. Our

opinion is not modified in respect of this matter.

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional
judgement, were of most significance in our audit of the consolidated
financial statements of the current period. These matters were
addressed in the context of our audit of the consolidated financial
statements as a whole, and in forming our opinion thereon, and we
do not provide a separate opinion on these matters. In addition to
the matters described in the Basis for Qualified Opinion and Material
Uncertainty Related to Going Concern sections, we have determined
the matters described below to be the key audit matters to be

communicated in our report.
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INDEPENDENT AUDITORS' REPORT (CONTINUED)
B ZHENRE ()

KEY AUDIT MATTERS (conmmuep) FARETSEH®)
Key audit matter How our audit addressed the key audit matter
BRBEER BMHETNATEEBERETSEE

Expected credit loss (“ECL") assessment of trade receivables

B G EN AR RS S ([ BRI EEA )T

Refer to notes 17 and 35 to the consolidated financial statements and accounting policies on note 2.4 to the
consolidated financial statements

IR AR S BRI TE17 M35 A RAR A B TS IMR M2 APT & S 5T BUR

As at 31 December 2025, the Group had trade receivables  Our procedures in relation to management’s ECL
of gross carrying amount of approximately RMB40,230,000  assessment of trade receivables included:

(2024: RMB53,890,000) and allowance for ECL of HAEEREMETHE S EKFIBEREEEET
approximately RMB35,677,000 (2024: RMB37,156,000). o BFETHRFEE

202512 A310 © BEEEE S RUGRIAENREAER

A ANR140,230,0007T (20244 : AR¥53,890,0007t) ¢  Understanding the key controls that the Group

MIESEEEEREHEHOARE35,677,00070(20245F © A has implemented to manage and monitor its
R #37,156,0007T) ° credit risk;
e THE BEEERKERHEERBAMERNH
g

o Checking, on a sample basis, the ageing profile
of the trade receivables as at 31 December 2025
to the underlying financial records and post year
end settlements to bank receipts;
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INDEPENDENT AUDITORS' REPORT (CONTINUED)
B ZHENRE ()

KEY AUDIT MATTERS (conmivuED)

Key audit matter

RRES SR

FARETEH®)

How our audit addressed the key audit matter

BMHE NAEERREETER

Expected credit loss (“ECL") assessment of trade receivables (Continued)

B Z W IR TERE BE 1R (| A BAA )L (&)

Refer to notes 17 and 35 to the consolidated financial statements and accounting policies on note 2.4 to the

consolidated financial statements (Continued)

TIRMAR A IS MR M7 M35 A M Sr A B IS R I RE 2 AP @ R T BUR (4F)

In general, the trade receivables credit terms granted
by the Group to the customers ranged between one
to four months. Management performed periodic
assessment on the recoverability of the trade receivables
and the sufficiency of provision for impairment based on
information including credit profile of different customers,
ageing of the trade receivables, historical settlement
records, subsequent settlement status, expected timing
and amount of realisation of outstanding balances, and
on-going trading relationships with the relevant customers.
Management also considered forward-looking information
that may impact the customers’ ability to repay the
outstanding balances in order to estimate the ECL for the
impairment assessment.
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Inquiring of management for the status of each
of the material trade receivables past due as at
year end and corroborating explanations from
management with supporting evidence, such as
understanding on-going business relationship
with the customers based on trade records, check
historical and subsequent settlement records of
and other correspondence with the customers;
and
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INDEPENDENT AUDITORS' REPORT (CONTINUED)
B ZHENRE ()

KEY AUDIT MATTERS (conmivuED)

Key audit matter

RRE SR

R ERT = (8

How our audit addressed the key audit matter

RANETMAEEBRETEE

Expected credit loss (“ECL") assessment of trade receivables (Continued)

B Z W IRTERE BRE 1R (| A BAA )L ()

Refer to notes 17 and 35 to the consolidated financial statements and accounting policies on note 2.4 to the

consolidated financial statements (Continued)

TIRMAR A SRR M1 7 M35 A M fr A B IS R I RE 2 AP @ R TR (4F)

We focused on this area due to the impairment assessment
of trade receivables under the ECL model involved the use
of significant management judgements and estimates.
BT Z B AR RIETEEEERERETE S
WRIBRERT 8 S8 A 8 KB TR [ T S fhat o

o Assessing the appropriateness of the ECL
provisioning methodology, and the assumptions,
including both historical and forward-looking
information, used to determine the ECL.

. SMEEHEEEERETARTEE - UERAR
ETEREERENRR(BEBERANELE
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Based on the procedures performed, we consider
management’s judgement and estimates in the ECL
assessment of trade receivables to be supported by the
available evidence.
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INDEPENDENT AUDITORS' REPORT (CONTINUED)
B ZHENRE ()

OTHER INFORMATION

The directors of the Company are responsible for the other
information. The other information comprises the information
included in the annual report, but does not include the consolidated
financial statements and our auditors’ report thereon (the “Other

Information”).

Our opinion on the consolidated financial statements does not cover
the Other Information and we do not express any form of assurance

conclusion thereon.

In connection with our audit of the consolidated financial statements,
our responsibility is to read the Other Information and, in doing so,
consider whether the Other Information is materially inconsistent with
the consolidated financial statements or our knowledge obtained in
the audit or otherwise appears to be materially misstated.

If, based on the work we have performed, we conclude that there is
a material misstatement of the Other Information, we are required to
report that fact. As described in the Basis for Qualified Opinion section
above, we were unable to obtain sufficient appropriate audit evidence
about balances with related companies included in the consolidated
financial statements. Accordingly, we are unable to conclude whether
or not the Other Information is materially misstated with respect to
these matters.

RESPONSIBILITIES OF DIRECTORS AND THOSE
CHARGED WITH GOVERNANCE 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 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.
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INDEPENDENT AUDITORS' REPORT (CONTINUED)
B ZHENRE ()

RESPONSIBILITIES OF DIRECTORS AND THOSE
CHARGED WITH GOVERNANCE FOR THE
CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

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.

Those charged with governance are responsible for overseeing the
Group'’s financial reporting process.

AUDITORS" RESPONSIBILITIES FOR THE AUDIT OF
THE CONSOLIDATED FINANCIAL STATEMENTS

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

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

AUDITORS" RESPONSIBILITIES FOR THE AUDIT OF
THE CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

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

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

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

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

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

AUDITORS" RESPONSIBILITIES FOR THE AUDIT OF
THE CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

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

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

We remain solely responsible for our audit opinion.

We communicate with those charged with governance 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 those charged with governance with a statement

that we have complied with relevant ethical requirements regarding

independence, and to communicate with them all relationships

and other matters that may reasonably be thought to bear on our

independence, and where applicable, actions taken to eliminate

threats or safeguards applied.
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INDEPENDENT AUDITORS' REPORT (CONTINUED)
B ZHENRE ()

AUDITORS" RESPONSIBILITIES FOR THE AUDIT OF
THE CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

From the matters communicated with those charged with governance,
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 auditors’ 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 director on the audit resulting in this independent

auditors’ report is Kwok Tsz Chun (practising certificate number:
P06901).

HLB Hodgson Impey Cheng Limited
Certified Public Accountants

Hong Kong, 31 March 2026
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
SEBRmKkHEMEERER

For the year ended 31 December 2025

BB 2025F 12431 H IFFZ
2025 2024
2025%F 20244
Notes RMB’000 RMB’'000
BitEE AR¥T T AREFT
Revenue WA 5 65,749 119,507
Cost of sales SHERA (62,846) (91,657)
Gross profit EF 2,903 27,850
Other income and gains, net EH AW R e F 5 6 5,201 1,963
Gain on debt restructuring EFEARE 6 - 54,090
Allowance for expected credit losses BN AR 2R
(“ECL") in respect of financial assets BEMNTEHEERIBR
carried at amortised cost, net - (421) (60,826)
Impairment loss on property, plantand  #1% - = M EERES
equipment B (1,296) -
Impairment loss on right-of-use assets {8 F#E& E R AR 1B (5.366) (6,292)
Loss arising on fair value change of BARERAER
financial asset at fair value through ([BAAREFTTAERE])
profit or loss (“FVTPL") ZEMEENAAEE
PELNERE - (1,616)
Selling and distribution expenses SHE R HR (9,008) (32,983)
Administrative expenses TR (37,487) (45,765)
Other expenses and losses Hibfx REE (20,757) (5,173)
Finance costs RhE AR 7 (22,116) (19,891)
Loss before tax MRELAIE R 8 (88,347) (88,643)
Income tax credit Fristifse 11 - 66
Loss for the year FAFE (88,347) (88,577)
Other comprehensive income: Hib2 Mk -
Item that may be reclassified HiZr[ gt B 7 E 2 1P
subsequently to profit or loss: BIEA -
Exchange differences on translation of ~ HEIEHRKAIIE X
financial statements ZH 1,716 5,492
Other comprehensive income for FREMEEWE -
the year, net of income tax HIBRFT158HL 1,716 5,492
Total comprehensive loss for FRE2EEBERAHE
the year (86,631) (83,085)
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME (CONTINUED)

REBRmRAEMEEWER(E)

For the year ended 31 December 2025
B2 2025F 12431 H 1FF/Z

2025 2024
20254 20244
Notes RMB’000 RMB’'000
BitEE ARBT T AREBFT
Loss attributable to: FE(LESIE -
Owners of the Company ViN/NEIEZE N (87,152) (87,656)
Non-controlling interests PR RS (1,195) (921)
(88,347) (88,577)
Total comprehensive loss FEEEHEEAE
attributable to:
Owners of the Company KAREBA (85,475) (82,155)
Non-controlling interests RS (1,156) (930)
(86,631) (83,085)
Loss per share attributable to KATEEA
owners of the Company EESREE
Basic (RMB cents) ERARED) 13 (2.80) (3.28)
Diluted (RMB cents) HEARED) 13 (2.80) (3.28)

EEERE

7T
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

e IR AR

At 31 December 2025
R2025F12H31H

31 December

31 December

2025 2024
2025 20244
12H31H 12H31H
Notes RMB’'000 RMB’'000
BfaE AR%ET T ARBT T
NON-CURRENT ASSETS FRBEE
Property, plant and equipment W - BE SR 14 - 1,601
Right-of-use assets REEE 15 - 22,789
Total non-current assets ERBEERLE - 24,390
CURRENT ASSETS REBEE
Inventories FE 16 4,406 19,031
Trade receivables B S EWGRIA 17 4,553 16,734
Prepayments, deposits and other TENFIE - B REME
receivables I &e] 18 8,959 12,970
Amounts due from related companies e d kNI E O 30(a) 117,375 120,040
Pledged bank deposits B IRIRITIF R 19 21 21
Restricted bank balances ZRRHISRTT 455 19 1,183 165
Cash and cash equivalents RENIRESZEEY 19 3,170 3,999
Total current assets MEEERE 139,667 172,960
CURRENT LIABILITIES REBEE
Trade payables Z S ENFIE 20 29,394 28,872
Contract liabilities AHBEE 21 2,907 3,356
Other payables and accruals Hib I IEREER 21 82,802 40,179
Amounts due to related companies FENT AR N B Rk IE 23 44,275 45,281
Loan from shareholder fEERE R 24 115,479 118,675
Interest-bearing bank and other FHERIT R EAMER
borrowings 24 68,485 78,242
Warranty provision RIS 25 119 459
Lease liabilities HERE 22 3,025 11,406
Convertible loan AT E R 26 29,325 29,833
Income tax payables FERPTIS L 2,860 2,932
Total current liabilities mE BB 378,671 359,235
NET CURRENT LIABILITIES REBEEFE (239,004) (186,275)
TOTAL ASSETS LESS CURRENT BEERERRBEE
LIABILITIES (239,004) (161,885)
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION (CONTINUED)

mE M BARRR (E)

At 31 December 2025

R2025%F12H31H
31 December 31 December
2025
20254
12831H
Notes RMB’'000
BisE AR¥T T
NON-CURRENT LIABILITIES FREBEE
Interest-bearing bank and other FTBRTT R EAME K
borrowings 24 53,048
Lease liabilities HEBE 22 3,362
Total non-current liabilities BB ERTE 56,410
Net liabilities BEFHE (295,414)
DEFICIT IN EQUITY FERE A
Share capital N 27 23,156
Reserves et 28 (316,590)
Deficit in equity attributable to AAREE AELER
owners of the Company Eab (293,434)
Non-controlling interests IR R (1,980)
Total deficit in equity REREAAEE (295,414)

Approved by and authorised for issue by the board of directors on 31
March 2026 and signed on its behalf by:

Chong Tsz Ngai
R

Director

EF

The accompanying notes form an integral part of these consolidated

financial statements.

KEEEN202653 431 A M I ERET

o WHNATALTHRREER

Chan Wing Kit
R K

Director

EF

BEF  FERB R L AR & B S R Ay —
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
mEEREER

For the year ended 31 December 2025

BB 2025F 12431 H IFFZ
Deficit in equity attributable to owners of the Company
EINGE LN
Shareaward  Exchange Non-
Share Share Other Treasury scheme  fluctuation Reserve  Accumulated controlling Total
capital ~ premium reserve shares reserve reserve funds losses Total interests equity
Ri%B  EXRD
BE RfRE  EtHE  EERE  HEGRR i  HREEE  2iER & FBREE  RRER
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETR  ARBTR  ARETR  ARMTR  ARMTR  ARETR  ARETR  ARETR  ARETR  ARETR  ARETR
(note27)  f(note28()  (note28(v)  (note28(i)  (ote28(vi)  (note 28(i)  (note 28(i)
(fx27) (ks (Wiskasw))  (Wshasd)  (Psasi)  (PsRas(i)  (Wiskas)
Asat 1 January 2024 #0451 A18 19212 258,756* (731)* (8992 498* (6,580 60,528* (468,941)F  (146,250) (6,281) (152,531)
Loss for the year FREE - - - - - - - (87,656) (87,656) 921) (88,577)
Other comprehensive income/ ~ FAEM2ERE/
(loss) for the year: (B8):
Exchange differences on BERHRR
translation of financial EiZE
statements - - - - - 5501 - - 5501 (9) 5492
Total comprehensive income/ £/ 2 ElE /(B8
(loss) for the year o% - - - - - 5501 - (87,65) (82,159) (930) (83,089)
Recognition of equitysettled AL ERSEEE MIR(
share-based payment BERHE - - - - 892 - - - 892 - 892
Acauisition of aditionalinterest  AREEH— B A FIH)
in a subsidiary BMER - - - - - - - (6,281) (6,281) 6,281 -

Asat31 December 2024and  H204F12A318 K
1 January 2025 202551418 19212 258,756* (731)* (8,992) 1,390* (1,079)% 60,528* (562,878)* (233,794 (930) (234,724)

Loss for the year EPER = = = = = = (@715 (81,152 (1195)  (88,347)
Other comprehensive income ~ FAEMH2ENE :
for the year:
Bchange differenceson R EEH B HAA
translation of financial EXzE
statements = - - - - 1677 - - 1671 39 1716

Total comprehensiieincome/ A2 B/
(loss) for the year (BlR)EE - - - - - 1677

(87,152) (85475) (1,156) (86,631)

Recognition of equity-settled LR B E MR(D

share-based payment BRI = = = = 159 = = = 159 = 159
Issue of shares by placing FALERTRIA 3944 21,842 - - - - - - 25,786 - 25,786
Transaction cost attributableto  EBEERTRNE

issue of shares by placing RERA = (110) = = = = = = (110) = (110)
Capital contribution from non- ~ FERERTE

controlling interests - - - - - - - - - 104 104
Deregistration of a subsidiary UM —HHEAR = = = = = = = = = 2 2
As at 31 December 2025 R2025%12A318 23,156 280,488+ (131)¢ (8992) 1,549* 598* 60,528 (650,030)% (293,434 (1980 (295414)
* These reserve accounts comprise the consolidated reserves of approximately * REREEREEAV BRI RANNGESHE

RMB316,590,000 (2024: approximately RMB253,006,000) in the consolidated #9 N R % 316,590,000 7T (2024 £ : #) A R &
statement of financial position. 253,006,0007T) °
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CONSOLIDATED STATEMENT OF CASH FLOWS
ll‘/j_\/\Iﬁaﬁ/”bE%

For the year ended 31 December 2025
B2 2025F 12431 H 1FF/Z

2025 2024
2025F 20245
RMB'000 RMB'000
ARETR AREBTFT
Cash flows from operating activities RETBMERERE
Loss before tax BriiAl &R (88,347) (88,643)
Adjustments for: HEIER
Interest income MEWA . 6 9) (22)
Depreciation of property, plant and W - BB REREITE
equipment . 8 756 3,143
Depreciation of right-of-use assets EREEENE 8 3,594 20,520
Impairment loss on property, plant and ME - BER
equipment R REEE 8 1,296 56
Impairment loss on right-of-use assets R ﬁﬁx)ﬁfﬁ)&ﬁﬁ 8 5,366 6,292
Written off of property, plant and WEEME - BERRE
equipment 8 4 1,210
Loss arising on fair value change of OB AIBaE 2 S
financial asset at FVTPL BENDABEZEELN
B8 - 1,616
Loss on disposal of property, plant and HEME - BE REED
equipment B8 6 247 237
Gain on termination of leases RIFRER e 6 (2.210) (861)
Loss on deregistration of a subsidiary —F'EEJH@TJ% NSRRI 5
8 —
Gain arising on fair value change of ME%F&EEIEE'J REEZH
derivative financial instruments L 8 = (76)
(Reversal of allowance for) allowance for %%F’gﬂﬂlmlﬁfﬁﬁm QEETE
expected credit losses in respect of trade (BteRE), BE %
receivables, net (735) 1,192
Allowance for expected credit losses in R I H it U R IR TR H
respect of deposits and other receivables, SEEERE TR
net 1,156 1,410
Allowance for expected credit losses JE L Ba B 2 BRI TE HR
in respect of amounts due from related EEEERE T8
companies, net 8 = 58,224
Gain on debt restructuring B ERRE 6 - (54,090)
Gain on modification of lease BEI A A E s 6 (16) -
Provision against obsolete and RERERFERE
slow-moving inventories 8 4,004 491
Reversal of provision for litigation liabilities ~ 5F#A S (BB R 6 (3,000) -
Provision for litigation liabilities AR ERE 8 19,276 3,000
Equity-settled share-based payment PR S E DARR D R AR Y
INEA 159 892
Product warranty additional provision EmRIEFEINEE 121 455
Finance costs BERA 22,116 19,891
Operating cash flow before movements LEERERLERENE
in working capital (36,220) (25,063)
Decrease in inventories T8RP 10,620 7,394
Decrease/(increase) in trade receivables 25 JEH% R,/ (38 ) 12,721 (1,073)
Decrease in prepayments, deposits and BNEUE - &% REfERER
other receivables A Jﬁ”l\ 2,815 904
Increase in restricted bank balances XREIRITAERIGN (1,018) (165)
Increase/(decrease) in trade payables %J%JEHTJJ@*?JH/(WQ\) 562 (12,201)
Increase/(decrease) in other payables and H{ﬂgfgﬁ IE&F FPEA
accruals IJ/ i) 5,843 (3,739)
Decrease in contract liabilities 'J BRI (432) (3,854)
Utilisation of warranty provision E)JW%W%% (457) (950)
Net cash flows used in operating KEEMARSNEFE
activities (5,566) (38,747)

ZRARAR 2025 F3f
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CONSOLIDATED STATEMENT OF CASH FLOWS (CONTINUED)
SERERER(E)

For the year ended 31 December 2025

B E2025F 12431 H I F/E

financial statements.
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2025 2024
20255 20244
Notes RMB'000 RMB'000
FisE ARETR ARBTT
Cash flows from investing activities REZTBMERERE
Payment for purchases of property, plant and BE % - BiE R REHNT
equipment (811) (836)
Proceeds from disposal of property, plant and ﬁ%’#@% S )
equipment PSR 106 407
Interest received EUFIE 9 22
Repayment from related companies KA AT E R = 60
Net cash used in investing activities REZBARS TR (696) (347)
Cash flows from financing activities BMEEBRERSRE
New bank and other borrowings FTERAT R E MR 1,968 74,751
Repayment of bank and other borrowings BEBITREMER (11,966) (39,088)
New loan from shareholder PRERATIEE R 11,223 59,684
Repayment of loan from shareholder BERRER (12,010) (10,000)
Repayment of convertible loan BEBKER - (9,942)
Repayment of lease liabilities BEMEAE (3,549) (23,548)
Proceeds from placing of shares RINBREFTERIE 25,786 -
Transaction costs attributable to placing 17 Bl & FEIE R A
of shares (110) -
Capital contribution from non-controlling ~ FF¥EARHEZR T E
interests 104 -
Interest paid BFE (5,895) (13,458)
Net cash flows generated from REFDAEREREFE
financing activities 5,551 38,399
Net decrease in cash and cash BeRASEENRD
equivalents k] (711) (695)
Cash and cash equivalents at beginning of ~ F#3& MRS EEY
year 3,999 4,753
Effect of foreign exchange rate changes, net SMNEEREBMT L - F5H (118) (59)
Cash and cash equivalents at end FRESREASEEY
of year 3,170 3,999
Analysis of balances of cash and BeRASEEMES
cash equivalents T
Cash and cash equivalents He RIReEREY 19 3,170 3,999
The accompanying notes form an integral part of these consolidated ~— F&MIFI T &R I B4R & B R e — 35



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A IR

For the year ended 31 December 2025
B2 2025F 12431 H 1FF/Z

CORPORATE AND GROUP INFORMATION 1. REINEEER
Regal Partners Holdings Limited (the “Company”, together EEEXREREBRAR([XRAT] -

with its subsidiaries as the “"Group”) is an exempted company
with limited liability incorporated in the Cayman Islands. The
registered office address of the Company is Cricket Square,
Hutchins Drive, P.O. Box 2681, Grand Cayman KY1-1111,
Cayman Islands. The principal place of business of the Company
is located at Unit 3103, 31 Floor, Trendy Centre, 682 Castle
Peak Road, Cheung Sha Wan, Kowloon, Hong Kong.

The shares of the Company have been listed on the Main Board
of The Stock Exchange of Hong Kong Limited since 12 January
2017.

The Company is an investment holding company. During the
year, the principal activities of the Group are the manufacture

and sale of sofas and other furniture products.

In the opinion of the directors, the holding company and the
ultimate holding company of the Company is Century lcon

ERAMBARSE I AEE]) R—
KRASHSTM M EREER
NE e AREH M =R IR
Cricket Square, Hutchins Drive, P.O.
Box 2681, Grand Cayman KY1-1111,
Cayman Islands - "NA G A) £ Z & %
BN E B NERDEE ILEES2
SRR TEHRO31E3103F o

AATIRMDE2017E1 12 RES
BMARSMABRATERET °

ARABR—REEZEBRAR] - FAKX
SENIEXBREERBEEDLER
HitREBEEmM °

EERRARANERA R REL
Y2 % A ]9 & Century Icon Holdings

Holdings Limited, which is incorporated in the British Virgin Limited » A RIRRBREZAS ([ &
Islands (the “BVI”) and the ultimate controlling party is Mr. Tse BELZES ) FEMKT - s&IERS
Kam Pang. REERIE S A o

EEEX
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

B IR ER R (&)
For the year ended 31 December 2025
BB 2025F 12431 H IFFZ
1. CORPORATE AND GROUP INFORMATION 1. RElkERER @
(CONTINUED)
Information about subsidiaries MEAREER
Particulars of the Company’s principal subsidiaries are as KAREZMBARGFBLT :
follows:
lssued Percentage of equity attributable to the Company
Place of ordinary share KLAREREEAL
incorporation/ capital/paid up 2025 2024 Place of
registration registered capital 20055 2004E business
Company name AL/ Legal entity BRALERA/ | Dt L0y Diect  Indiect Principal activities  operation
ARER Bk EARR HEMRR BR 53 B% B TEXE HEENE
Mstar International Trading Hong Kong Limited ligbility HK$100 - 100% - 100% Trading of sofasand ~ Hong Kong and
(HK) Limited company other furiture United States
products ("US.")
1EEREA(FR)BRAR AR BRAT 1007 - 100% - 100% EEDERAGEE BERZE
Em (%))
Morris Fashion Home HK Limited  Hong Kong Limited liabiity company  HK$10,000 - 100% - 100% Retailingofsofasand  Hong Kong
investment
BRRARHREERAR B BRAR 10,0007 - 100% - 100% DETERRA B
Zhejiang Apollo Leather The People’s Republic  Limited liabilty company ~ US$615,000 - 100% - 100% Manufacture andsale  The PRC
Products Co,, Ltd. of China ("PRC") (Taiwan, Hong Kong or of sofa covers
Macau and domestic
\ Jomtventure) .
MINEERZLRERAR  TEARLNE ﬁ 7 (R FB3 615000%T - 100% - 100% LEREENEE  4E
(%8 siates
Zhejiang Morris Fashion Home ~~ The PRC Limited liability company ~ US$41,470,000 - 100% - 100%  Manufacturing and sale - The PRC
Co, Ltd* (Taiwan, Hong Kong or of upholstered sofas
Macau legal person sole
mvestment) ‘
NTEERHERERDA  ©H ﬁ AlRE B 4147000057 - 100% - 0% EEREEFENE  9E
&A@ﬁ&é)
Zhejiang Premier Furniture The PRC Limited liability company ~ US$10,910,000 - 100% - 100%  Manufacturing and sale - The PRC
Manufacture Ltd.* (Taiwan, Hong Kong or of uphalstered sofas
Macau legal person sole
investment) )
WIRERERRAT G AR (B2 B84 10910000%7T - 100% - lo0% EEREEREDE 4
REAEBRE)
Royale Home Living Limited The United Kingdom  Limited liability company ~ GBP1,000 100% - 100% - Wholesale of fumiture UK.
(note) ("UK.) products
Royale Home Living Limited EGE-G) BRAR 1,000845 100% - 100% - WEREESR #
(W)
Huangting Zhija (Guangzhou) ~ The PRC Limited liability company ~ US$5,000,000 - 100% - 100% Trading of sofasand ~ The PRC
Home Furnishing Co. Ltd* (Taiwan, Hong Kong or other fumiture
Macau legal person sole products
mvestment)
SEER(BMZEERAR: ﬁ A& EEL 500000081 - 100% - 100% BEDEREMEE 9E
&A@?ﬁ&é) Em
Regal Global Trading Limited Hong Kong Limited liability company ~ HK$10,000 - 100% - 100% Trading of sofasand ~ Hong Kong and
other furniture us.
products
Regal Global Trading Limited &% BRAT 10,0057 - 100% - 100% EEDERAGEE BERZE
Em
Regal Advanced Production Co., ~ Cambodia Limited liability company  KHR6,000,000,000 - 100% - 100%  Manufacturing and sale  Cambodia
Ltd. of upholstered sofas
Regal Advanced Production Co, XS BRAR 6,000,000,000 TERMETENE  REE
Lid. REFRE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

=)

BA RS R AL ()

For the year ended 31 December 2025
B2 2025F 12431 H 1FF/Z

2.1

CORPORATE AND GROUP INFORMATION
(CONTINUED)

Information about subsidiaries (Continued)

Note: During the year ended 31 December 2024, the Group further acquired

remaining 30% of equity interest in Royale Home Living Limited. The
Group derecognised non-controlling interests of RMB6,281,000 and
recognised a decrease in equity attributable to owners of the Company of
RMB6,281,000.

* The English names of these entities represent management'’s best effort
at translating their Chinese names as these entities did not register any
official English names.

The above table lists the subsidiaries of the Company which,
in the opinion of the directors, principally affected the results
for the year or formed a substantial portion of the net assets of
the Group. To give details of other subsidiaries would, in the
opinion of the directors, result in particulars of excessive length.

BASIS OF PREPARATION

The consolidated financial statements have been prepared
in accordance with HKFRS Accounting Standards issued by
the Hong Kong Institute of Certified Public Accountants
("HKICPA"). For the purpose of preparation of the consolidated
financial statements, information is considered material if
such information is reasonably expected to influence decisions
made by primary users. In addition, the consolidated financial
statements included applicable disclosures required by the Rules
Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited (“Listing Rules”) and the Hong Kong
Companies Ordinance.

The consolidated financial statements have been prepared on
the historical cost basis except for certain financial instruments
that are measured at fair value at the end of each reporting

period, as explained in the accounting policies.

1.

2.1

EEERERABRE AT 2025 F3§

NalNEEER &)

MEARER (@)

MisE © REE2024F 128318 IEFE - AEEH
#— 2 Ug#ERoyale Home Living Limited#)
FRT30% AR o ANEEEAR I HERIEIEAR
25 AR %6,281,0007T K FER A 7k
B AR AR #6,281,0007T ©

* HERRNEXELWIEREEERE

=23
A =T
Hh X 2RBEMR  ThRZEERE
WARBREM T T EXATHE -

FRIHEER AT EREAKEF
NEERBRFEEZERBINAR
REMBAR - EFRA - RHEHM
MBARFIEEEHERBRITE -

Am B

HEMBRRDIREEEGTNAE
(BEREHAIE])RANE BB

EEAGEARR - UREEZS
FBHmERME - WEBENAERY
SYETREMEFRLARE B
BMEMBRERERX - 1IN RAHTH
BREREEMARIMERABE
FEmANT EWRE ) REBLQA]
R E B ER R -

REMBERRVEELRAEER
2 ERSHERRRAETEDN

ETERTARI  FBREFTBER
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

e

BA RS R AL (48D

For the year ended 31 December 2025
BB 2025F 12431 H IFFZ

2.1

108

BASIS OF PREPARATION (continuED)

Historical cost is generally based on the fair value of the
consideration given in exchange for goods and services.

These financial statements are presented in Renminbi (“RMB")
and all values are rounded to the nearest thousand (RMB’000)
except when otherwise indicated.

Going concern

The Group incurred a loss attributable to owners of the
Company of approximately RMB87,152,000 for the year ended
31 December 2025 and as at 31 December 2025, the Group
had net current liabilities and net liabilities of approximately
RMB239,004,000 and RMB295,414,000 respectively. In
addition, the Group had defaulted interest-bearing bank and
other borrowings of approximately RMB68,485,000 and a
defaulted convertible loan of approximately RMB29,325,000,
whereas its cash and cash equivalents only amounted to
approximately RMB3,170,000. These conditions may cast
significant doubt on the Group’s ability to continue as a going
concern. Therefore, the Group may be unable to realise its assets
and discharge its liabilities in the normal course of business.

In view of the above circumstances, the directors of the
Company have given careful consideration to the future liquidity
and financial position of the Group and its available sources of
financing in assessing whether the Group will have sufficient
financial resources to continue as a going concern. Certain plans
and measures have been taken to deal with these conditions
and to mitigate the liquidity position and improve the financial
position of the Group. These plans and measures include, but
are not limited to, the followings:

(i)  The substantial shareholder of the Company, Mr. Tse Kam
Pang, has provided to the Company an unsecured loan
facility in the principal amount of up to HK$200,000,000
to provide funds to the Group in order to enable the
Group to continue as a going concern and to settle its
liabilities as and when they fall due. As at 31 December
2025, the unutilised portion of this loan facility amounted
to approximately HK$51,624,000.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
B MR AR M A ()

For the year ended 31 December 2025
B2 2025F 12431 H 1FF/Z

2.1 BASIS OF PREPARATION (continuED)

Going concern (Continued)

(i)

(ii)

(iii)

(Continued)

Mr. Tse Kam Pang has undertaken to provide continuous
financial support to the Group to enable it to meet its
liabilities and to pay financial obligations to third parties
as and when they fall due so that the Group can continue
as a going concern and carry on its business without
significant curtailment of operations and will not demand
repayment of his loans granted to the Group, which
amounted to approximately RMB115,479,000 as at 31
December 2025, for the next twelve months from the
date of approval of the consolidated financial statements;

The Group will take steps to obtain external sources of
funding in order to improve the working capital and
liquidity and cash flow position of the Group.

On 25 February 2026, the Company completed the
placing of 560,000,000 placing shares at the placing
price of HK$0.05 per share, raising net proceeds (after
deducting commission and other relevant costs and
expenses) of approximately HK$27,709,000 (equivalent to
RMB24,553,000);

The Group is currently negotiating with banks to
restructure the repayment terms of certain defaulted
interest-bearing bank borrowings with an aggregate
amount of approximately RMB14,789,000;

2.1 IRREE )

== )77 A .
FEEE )

(i)

(ii)

(iii)

EEERERABRE AT 2025 F3§

(&)

HEBHE LA AR AEREEF
BIRUMBEZE  UFERAEE
BEMBITHEM  WHEERMNE
CHNP B ETEESETUX
P Hem A S E R S B AL
EWHRBER  BTE K@M
WEBEE o Lo - EEEE
B RENEZBRHE
RK+—ZEAR - FETEE
Sk EHE 2025412 A31H
REGAEENSBEHNARK
115,479,000TTHIE F

7R 5% 8] 5 BRENEE bt EX S SN ED 2R
RER  UWHEAEEMNZE
B RBHESRREREM
iﬂl o

202652 F258 » AR AEE
A B2 & 560,000,000 % A & B
o REEBRTKR0.05E T
EEFMBREFENBRAS
REMHEBEKARAZE) L
27,709,000/ T (HEER AR
24,553,0007T) :
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
R B MR R AR ML ()

For the year ended 31 December 2025

BB 2025F 12431 H IFFZ
2.1 BASIS OF PREPARATION (conmuep) 2.1 REEE®)

Going concern (Continued) BB RE (&)

(iv)  The Group has appointed external legal counsel to vy ANEEEZENBEEER -
handle recovery action in related to the amounts due i TR B R N BB A BB (F15
from the related companies with carrying amount before TEHEEBEREFR CEmE
allowance for expected credit loss of approximately # AN #176,579,000 JT) B RS
RMB176,579,000. The Company will also continue TEHEBNEE - AAFTE
to explore feasible solutions and make every effort to BEFRDATAR WBER
develop a viable recovery action plan; and N EIERIITH B R 1T ENET &

K

(v)  The Group is taking measures to tighten cost controls and (v)  ZNERE IEFEERE HE 00 0% Ak AN 45
speed up collection of trade and other receivables with an o W ANRE 5 K& EH i ELS FR
aim to attain positive cash flows from its operations. ERWRTE - WEL TR/

RERET °

The directors of the Company are of the opinion that, taking RAREFRE  KEE ElTEI &

into account the above-mentioned plans and measures, B ANEEBHEETRREEES A

the Group will have sufficient working capital to finance its HEBIREES NETEASES M

operations and to meet its financial obligations as they fall WERERE BB+ — @A R R HR

due within twelve months from the date of approval of the BB EE - Bk » NABIESZHNE
consolidated financial statements. Accordingly, the directors of AREGEKINE M Ealist 2 R FEHEE
the Company are satisfied that it is appropriate to prepare the BEKRESEERRCSBISHRBER

consolidated financial statements using the going concern basis H o

on the assumption that the plans and measures described above

will be successfully implemented.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
B MR AR M A ()

For the year ended 31 December 2025
B2 2025F 12431 H 1FF/Z

2.1 BASIS OF PREPARATION (continuED)

Going concern (Continued)

Notwithstanding the above, since the execution of the above
plans and measures in progress and their eventual outcome
is uncertain, material uncertainties exist as to whether
management of the Group will be able to carry out its plans
and measures as described above. Therefore, there is a material
uncertainty related to events or conditions described above that
may cast significant doubt on the Group’s ability to continue as
a going concern and that it may be unable to realise its assets
and discharge its liabilities in the normal course of business.
The ability of the Group to continue as a going concern would

depend upon the following:

(i) the financial capacity of Mr. Tse Kam Pang, the substantial
shareholder of the Company, to provide continuous
financial support to the Group for the next twelve months
from the date of approval of the consolidated financial

statements;

(i) the Group’s success in obtaining additional external
funding to improve cashflow position of the Group;

(iii)  the Group's success in entering agreement with banks to
restructure the repayment terms of the defaulted interest-

bearing bank borrowings;

(iv)  the Group’s success in recovery action of amounts due
from related companies; and

(v)  the Group's success to tighten cost controls and speed
up collection of trade and other receivables to generate
positive operating cashflows.

2.1 IRREE )

HEKE®)

BELWLL - AR EE S RIS EIEE
HiTH - BERRERTHETE - A%
BEEERDEEMETT LR EI RE
FEERTHEEN - Fitt - FEH
b EHRIEREEOERNTHEE
1 SRR HARESEL LN
NEXEREE - BARSEAEEE
EEREEBRETEREEENFE
HAE AEEFELENEIBR
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() AREETEBRRFBITELE
fRE BRI L A B
BARET—EAR - AAREE
FEREM I SR T5RE

@iy AEEKIHESEININ B
B UHEREEHRETM
I

(i)  AEBAKIEIRITER -
ERZRFTEO BIRITERN

yom % E=
BRI

(iv) ZAEBERIETT R A A
FIERERTTE &

(v)  ANEBEKDINRKAIZES - I
ANERE 5 Ko B b & U 5K IR 9 UL
RIE NELALERNKER
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
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BA RS R AL (48D

For the year ended 31 December 2025
BB 2025F 12431 H IFFZ

2.1

2.2

112

BASIS OF PREPARATION (continueD)
Going concern (Continued)

Should the going concern assumption be inappropriate,
adjustments may have to be made to reflect the situation that
assets may need to be realised other than at the amounts at
which they are currently carried in the consolidated statement
of financial position. The effect of these adjustments have not
been reflected in the consolidated financial statements.

APPLICATION OF NEW AND AMENDMENTS
TO HKFRS ACCOUNTING STANDARDS

Amendments to an HKFRS Accounting Standard
that are mandatorily effective for the current
year

In the current year, the Group has applied the following
amendments to an HKFRS Accounting Standard as issued by the
HKICPA for the first time, which are mandatorily effective for
the Group’s annual period beginning on 1 January 2025 for the
preparation of the consolidated financial statements:

Amendments to HKAS 21 Lack of Exchangeability

The application of the amendments to an HKFRS Accounting
Standard in the current year has had no material impact on the
Group’s financial positions and performance for the current
and prior years and/or on the disclosures set out in these
consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
R E MR ()

For the year ended 31 December 2025
B2 2025F 12431 H 1FF/Z

2.3 NEW AND AMENDMENTS TO HKFRS
ACCOUNTING STANDARDS IN ISSUE BUT
NOT YET EFFECTIVE

The Group has not early applied the following new and
amendments to HKFRS Accounting Standards that have been

2.3 BEREME R AR EBEFE]

RERT B BT HRE 4
Algst2ER]

AREBEWEZEFRAAT D HRME R
ﬂiE?&E’J%ﬁﬂ&iﬁé'ﬂ?\%ﬂﬂ%i&%

issued but are not yet effective:

Amendments to HKAS 21 Translation to a Hyperinflationary Presentation
Currency?
Amendments to HKFRS9  Amendments to the Classification and
and HKFRS 7 Measurement of Financial Instruments?
Amendments to HKFRS 9 Contracts Referencing Nature-dependent
and HKFRS 7 Electricity?
Amendments to HKFRS 10 Sale or Contribution of Assets between an
and HKAS 28 Investor and its Associate or Joint Venture'
Amendments to HKFRS Annual Improvements to HKFRS Accounting
Accounting Standards - Volume 112
Standards
HKFRS 18 Presentation and Disclosure in Financial
Statements?
HKFRS 19 Subsidiaries without Public Accountability:

Amendments to Hong Kong

Interpretation 5

Disclosures and related amendments®

Presentation of Financial Statements -
Classification by the Borrower of a Term
Loan that Contains a Repayment on Demand
Clauses®

! Effective for annual periods beginning on or after a date to be determined.
2 Effective for annual periods beginning on or after 1 January 2026.

3 Effective for annual periods beginning on or after 1 January 2027.

/EHlJ /EHlJ

EEGENE  AEREERREY
AEHCCHES B

EREPBHRSEN HERTIAMSER:E
EIRLEE g 3]

RS £A
EVLACCHEN)

EREMBREEN SREBERERLES
EIRREE NEBER
RS ERIE
LASCHES)

EREMBRSEN BEEHEABENALA
Z105RES EhEZEHERT
SIPERIE8E  ABE
({B3TA)

BRI REEN  BEVERE LS
SEEA KR EE ki —
(CHES) £11%2

EREMBREEL  HERROZ KRB
2185

ERMBMEEL  FARZARMANMNE
£19 57 DA BERAE

3K

EERBESH(E HERRNZN 28K
HES) EREEKTNEY

ERRERANES

! R B sk 2 14 FIIA K F E HAR A A o
2 7202651 A1 B3l 2 &R e FE B

e

3 7202741 A1 Bz &R BEFE B

R

Except for the new and amendments to HKFRS Accounting
Standard mentioned below, the directors of the Company
anticipate that the application of all other new and amendments
to HKFRS Accounting Standards will have no material impact on
the consolidated financial statements in the foreseeable future.
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For the year ended 31 December 2025
BB 2025F 12431 H IFFZ

2.3 NEW AND AMENDMENTS TO HKFRS

ACCOUNTING STANDARDS IN ISSUE BUT
NOT YET EFFECTIVE (conTivuED)

HKFRS 18 Presentation and Disclosure in
Financial Statements

HKFRS 18 Presentation and Disclosure in Financial Statements,
which sets out requirements on presentation and disclosures
in financial statements, will replace HKAS 1 Presentation of
Financial Statements. This new HKFRS Accounting Standard,
while carrying forward many of the requirements in HKAS 1,
introduces new requirements to present specified categories
and defined subtotals in the statement of profit or loss; provide
disclosures on management-defined performance measures in
the notes to the financial statements and improve aggregation
and disaggregation of information to be disclosed in the
financial statements. In addition, some HKAS 1 paragraphs
have been moved to HKAS 8 Accounting Policies, Changes
in Accounting Estimates and Errors (the title of which will be
changed to Basis of Preparation of Financial Statements upon
effective of HKFRS 18) and HKFRS 7 Financial Instruments:
Disclosures. Minor amendments to HKAS 7 Statement of Cash

Flows and HKAS 33 Earnings per Share are also made.

HKFRS 18, and amendments to other standards, will be effective
for annual periods beginning on or after 1 January 2027, with
early application permitted. HKFRS 18 requires retrospective
application with specific transition provisions. The application
of the new standard is not expected to have significant impact
on the financial performance and positions of the Group in
terms of recognition and measurement. However, it is expected
to affect the structure and presentation of the consolidated

statement of profit or loss.
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For the year ended 31 December 2025
B2 2025F 12431 H 1FF/Z

2.4 SUMMARY OF MATERIAL ACCOUNTING

POLICY INFORMATION
Basis of consolidation

A subsidiary is an entity (including a structured entity), directly
or indirectly, controlled by the Company. Control is achieved
when the Group is exposed, or has rights, to variable returns
from its involvement with the investee and has the ability to
affect those returns through its power over the investee (i.e.,
existing rights that give the Group the current ability to direct

the relevant activities of the investee).

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

ceases.

Profit or loss and each component of other comprehensive
income are attributed to the owners of the parent of the Group.
All intra-group assets and liabilities, equity, income, expenses
and cash flows relating to transactions between members of the

Group are eliminated in full on consolidation.

The Group reassesses whether or not it controls an investee if
facts and circumstances indicate that there are changes to one
or more of the three elements of control described above. A
change in the ownership interest of a subsidiary, without a loss
of control, is accounted for as an equity transaction.
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For the year ended 31 December 2025
BB 2025F 12431 H IFFZ

2.4 SUMMARY OF MATERIAL ACCOUNTING

POLICY INFORMATION (continuED)

Basis of consolidation (Continued)

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

Profit or loss and each item of other comprehensive income
are attributed to the owners of the Company and to the
non-controlling interests. Total comprehensive income of
subsidiaries is attributed to the owners of the Company and
to the non-controlling interests even if this results in the non-
controlling interests having a deficit balance.

When necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting policies in

line with the Group’s accounting policies.

All intra-group assets and liabilities, equity, income, expenses
and cash flows relating to transactions between members of the

Group are eliminated in full on consolidation.

Non-controlling interests in subsidiaries are presented separately
from the Group’s equity therein, which represent present
ownership interests entitling their holders to a proportionate

share of net assets of the relevant subsidiaries upon liquidation.
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For the year ended 31 December 2025
B2 2025F 12431 H 1FF/Z

2.4 SUMMARY OF MATERIAL ACCOUNTING

POLICY INFORMATION (continuED)

Revenue recognition
Revenue from contracts with customers

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

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

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

° the customers simultaneously receives and consumes the
benefits provided by the Group’s performance as the

Group performs;

° the Group’s performance creates and enhances an asset

that the customer controls as the Group performs; or

° the Group’s performance does not create an asset with
an alternative use to the Group and the Group has no
enforceable right to payment for performance completed
to date.
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For the year ended 31 December 2025
BB 2025F 12431 H IFFZ

2.4 SUMMARY OF MATERIAL ACCOUNTING

POLICY INFORMATION (continuED)

Revenue recognition (Continued)
Revenue from contracts with customers (Continued)

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

A contract asset represents the Group'’s right to consideration in
exchange for goods or services that the Group has transferred
to a customer that is not yet unconditional. It is assessed
for impairment in accordance with HKFRS 9. In contrast,
a receivable represents the Group’s unconditional right to
consideration, i.e. only the passage of time is required before

payment of that consideration is due.

A contract liability represents the Group's obligation to transfer
goods or services to a customer for which the Group has
received consideration (or an amount of consideration is due)
from the customer. A contract asset and a contract liability
relating to a contract are accounted for an presented on a net
basis.

A contract asset and a contract liability related to the same

contract are accounted for and presented a net basis.

Contracts with multiple performance obligations (including

allocation of transaction price)

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

basis except for the allocation discounts.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
B MR AR M A ()

For the year ended 31 December 2025
B2 2025F 12431 H 1FF/Z

2.4 SUMMARY OF MATERIAL ACCOUNTING 24 ERNSTHERENE #)

POLICY INFORMATION (continuED)

Revenue recognition (Continued)
Revenue from contracts with customers (Continued)

Contracts with multiple performance obligations (including
allocation of transaction price) (Continued)

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

Principal versus agent

When another party is involved in providing goods or services
to a customer, the Group determines whether the nature of its
promise is a performance obligation to provide the specified
goods or services itself (i.e. the Group is a principal) or to
arrange for those goods or services to be provided by the other
party (i.e. the Group is an agent).

The Group is a principal if it controls the specified good or
service before that good or service is transferred to a customer.
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For the year ended 31 December 2025
BB 2025F 12431 H IFFZ

2.4 SUMMARY OF MATERIAL ACCOUNTING

POLICY INFORMATION (continuED)

Revenue recognition (Continued)
Revenue from contracts with customers (Continued)
Principal versus agent (Continued)

The Group is an agent if its performance obligation is to arrange
for the provision of the specified good or service by another
party. In this case, the Group does not control the specified
good or service provided by another party before that good or
service is transferred to the customer. When the Group acts
as an agent, it recognises revenue in the amount of any fee or
commission to which it expects to be entitled in exchange for
arranging for the specified goods or services to be provided by
the other party.

Sale of goods

Revenue from sales of sofa, sofa covers and other furniture
products are recognised at a point in time when control of
the goods has transferred, which generally coincides with the
time when the products are delivered to customers and title is
passed.
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For the year ended 31 December 2025
B2 2025F 12431 H 1FF/Z

2.4 SUMMARY OF MATERIAL ACCOUNTING

POLICY INFORMATION (continuED)

Fair value measurement

Fair value is the price that would be received to sell an asset
or paid to transfer a liability in an orderly transaction between
market participants at the measurement date, regardless of
whether that price is directly observable or estimated using
another valuation technique. In estimating the fair value
of an asset or a liability, the Group takes into account the
characteristics of the asset or liability if market participants
would take those characteristics into account when pricing
the asset or liability at the measurement date. Fair value for
measurement and/or disclosure purposes in these consolidated
financial statements is determined on such a basis, except for
share-based payment transactions that are within the scope
of HKFRS 2 Share-based Payment, leasing transactions that
are accounted for in accordance with HKFRS 16 Leases, and
measurements that have some similarities to fair value but are
not fair value, such as net realisable value in HKAS 2 Inventories

or value in use in HKAS 36 Impairment of Assets.

The Group uses valuation techniques that are appropriate in
the circumstances and for which sufficient data are available to
measure fair value, maximising the use of relevant observable

inputs and minimising the use of unobservable inputs.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

o)

BA RS R AL (48D

For the year ended 31 December 2025
BB 2025F 12431 H IFFZ

2.4

122

SUMMARY OF MATERIAL ACCOUNTING
POLICY INFORMATION (continuED)

Fair value measurement (Continuead)

All assets and liabilities for which fair value is measured or
disclosed in the financial statements are categorised within the
fair value hierarchy, described as follows, based on the lowest
level input that is significant to the fair value measurement as a

whole:

Level 1 - based on quoted prices (unadjusted) in active
markets for identical assets or liabilities

Level 2 — based on valuation techniques for which the
lowest level input that is significant to the fair
value measurement is observable, either directly or
indirectly

Level 3 — based on valuation techniques for which the

lowest level input that is significant to the fair value

measurement is unobservable

For assets and liabilities that are recognised in the financial
statements on a recurring basis, the Group determines whether
transfers have occurred between levels in the hierarchy by
reassessing categorisation (based on the lowest level input that is
significant to the fair value measurement as a whole) at the end

of each reporting period.
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For the year ended 31 December 2025
B2 2025F 12431 H 1FF/Z

2.4 SUMMARY OF MATERIAL ACCOUNTING

POLICY INFORMATION (conTinuED)

Impairment of non-financial assets

Where an indication of impairment exists, or when annual
impairment testing for an asset is required (other than
inventories and financial assets), the asset’s recoverable amount
is estimated. An asset’s recoverable amount is the higher of the
asset’s or cash-generating unit’s value in use and its fair value
less costs of disposal, and is determined for an individual asset,
unless the asset does not generate cash inflows that are largely
independent of those from other assets or groups of assets, in
which case the recoverable amount is determined for the cash-
generating unit to which the asset belongs.

An impairment loss is recognised only if the carrying amount
of an asset exceeds its recoverable amount. In assessing value
in use, the estimated future cash flows are discounted to their
present value using a pre-tax discount rate that reflects current
market assessments of the time value of money and the risks
specific to the asset. An impairment loss is charged to profit or
loss in the period in which it arises in those expense categories

consistent with the function of the impaired asset.

An assessment is made at the end of each reporting period as
to whether there is an indication that previously recognised
impairment losses may no longer exist or may have decreased. If
such an indication exists, the recoverable amount is estimated.
A previously recognised impairment loss of an asset other than
goodwill is reversed only if there has been a change in the
estimates used to determine the recoverable amount of that
asset, but not to an amount higher than the carrying amount
that would have been determined (net of any depreciation/
amortisation) had no impairment loss been recognised for the
asset in prior years. A reversal of such an impairment loss is

credited to profit or loss in the period in which it arises.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
B R M ()

For the year ended 31 December 2025
BB 2025F 12431 H IFFZ

2.4 SUMMARY OF MATERIAL ACCOUNTING
POLICY INFORMATION (continuED)

Related parties

A party is considered to be related to the Group if:
(@)  the party is a person or a close member of that person’s
family and that person
(i) has control or joint control over the Group;
(i) has significant influence over the Group; or
(iiiy is a member of the key management personnel of
the Group or of a parent of the Group; or

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

(i) the entity and the Group are members of the same
group;

(i) one entity is an associate or joint venture of the
other entity (or of a parent, subsidiary or fellow
subsidiary of the other entity);

(i)  the entity and the Group are joint ventures of the
same third party;
(iv)  one entity is a joint venture of a third entity and the

other entity is an associate of the third entity;

(v)  the entity is a post-employment benefit plan for
the benefit of employees of either the Group or an
entity related to the Group;
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
R E MR ()

For the year ended 31 December 2025
B2 2025F 12431 H 1FF/Z

2.4 SUMMARY OF MATERIAL ACCOUNTING
POLICY INFORMATION (continuED)

Related parties (Continuea)

A party is considered to be related to the Group if: (Continued)

(b) the party is an entity where any of the following

conditions applies: (Continued)

(vi)  the entity is controlled or jointly controlled by a

person identified in (a);

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

of the entity); and

(viii) the entity, or any member of a group of which it is

a part, provides key management personnel services

to the Group or to the parent of the Group.

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

(@) that person’s children and spouse or domestic partner;

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

(c) dependants of that person or that person’s spouse or

domestic partner.

A transaction is considered to be a related party transaction
when there is a transfer of resources, or obligations between

the Group and a related party, regardless of whether a price is

charged.
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For the year ended 31 December 2025
BB 2025F 12431 H IFFZ

2.4 SUMMARY OF MATERIAL ACCOUNTING

POLICY INFORMATION (continuED)

Property, plant and equipment and depreciation

Property, plant and equipment that are tangible assets that are
held for use in the production or supply of goods or services,
or for administrative purposes other than construction in
progress, are stated at cost less accumulated depreciation and
any impairment losses. The cost of an item of property, plant
and equipment comprises its purchase price and any directly
attributable costs of bringing the asset to its working condition
and location for its intended use.

Expenditure incurred after items of property, plant and
equipment have been put into operation, such as repairs and
maintenance, is normally charged to profit or loss in the period
in which it is incurred. In situations where the recognition
criteria are satisfied, the expenditure for a major inspection is
capitalised in the carrying amount of the asset as a replacement.
Where significant parts of property, plant and equipment are
required to be replaced at intervals, the Group recognises
such parts as individual assets with specific useful lives and

depreciates them accordingly.

Depreciation is calculated on the straight-line basis to write off
the cost of each item of property, plant and equipment to its
residual value over its estimated useful life. The principal annual

rates used for this purpose are as follows:

Buildings 5%

Leasehold improvements Over the shorter of the lease
terms and 33.3%

Plant and machinery 10% to 20%

Furniture, fixtures and office equipment 20% t033.3%

Motor vehicles 20% t033.3%
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For the year ended 31 December 2025
B2 2025F 12431 H 1FF/Z

2.4 SUMMARY OF MATERIAL ACCOUNTING

POLICY INFORMATION (continuED)

Property, plant and equipment and depreciation
(Continued)

Where parts of an item of property, plant and equipment have
different useful lives, the cost of that item is allocated on a
reasonable basis among the parts and each part is depreciated
separately. Residual values, useful lives and the depreciation
method are reviewed, and adjusted if appropriate, at least at
each financial year end.

An item of property, plant and equipment including any
significant part initially recognised is derecognised upon disposal
or when no future economic benefits are expected from its
use or disposal. Any gain or loss on disposal or retirement
recognised in profit or loss in the year the asset is derecognised is
the difference between the net sales proceeds and the carrying
amount of the relevant asset.

Construction in progress represents a building, plant and
machinery and other items of property, plant and equipment
under construction, which are stated at cost less any impairment
losses, and are not depreciated. Cost comprises the direct costs
of construction and capitalised borrowing costs on related
borrowed funds during the period of construction. Construction
in progress is reclassified to the appropriate category of
property, plant and equipment when completed and ready for
use.
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For the year ended 31 December 2025
BB 2025F 12431 H IFFZ

2.4 SUMMARY OF MATERIAL ACCOUNTING

POLICY INFORMATION (continuED)

Leases
Definition of a lease

Lease is a contract contains, a lease if the contract conveys the
right to control the use of an identified asset for a period of

time in exchange for consideration.

For contracts entered into or modified or arising from business
combinations on or after the date of initial application, the
Group assesses whether a contract is or contains a lease based
on the definition under HKFRS 16 at inception, modification
date or acquisition date, as appropriate. Such contract will not
be reassessed unless the terms and conditions of the contract
are subsequently changed. As a practical expedient, leases with
similar characteristics are accounted on portfolio basis when the
Group reasonably expects that the effects on the consolidated
financial statements would not differ materially from individual

leases within the portfolio.

The Group as a lessee
Allocation of consideration to components of a contract

For a contract that contains a lease component and one or more
additional lease or non-lease components, the Group allocates
the consideration in the contract to each lease component
on the basis of the relative stand-alone price of the lease
component and the aggregate stand-alone price of the non-

lease components.

The Group also applies practical expedient not to separate
non-lease components from lease component, and instead
account for the lease component and any associated non-lease
components as a single lease component.

128 REGAL PARTNERS HOLDINGS LIMITED ANNUAL REPORT 2025

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
R B MR R AR ML ()

24 BEAGAHRERME #)

HE
HEHESE

i & K R BREE MR T £ — BRI
PR AT BRI B E AR - AL
HERBREMEENAL -

AN B R ER BB 2 R AT SERT
HEEXFEHMEENALOME &
SHERNFELE - BF A HARWER S
(ER) REF MRS LEAE 16
BHERNEEHNRERHEELERS
HE - BRI QAR R R ER
RE2®  TRAABAO/KNTENF
- ERAITTHRENE  EAKESE
ERRHRAMBREANTELES
NERHEYBEXEZRE - AFR
DS EERAEE Ak

EEEEBEABA
DEHNE T A AR

B SHEER D AR —AKZHREIN
MESSFEERINAHNME - A%
ERBEME G HARE BB N IF
HEROMEBELERSENRED
=& HERD -

AEBETERAITTRE A THIEE
EHlXE D BEEERE DA -
A SEKE D RAEFBREFEER
AXER D VE R B — T EHERER D ARR



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
B MR AR M A ()

For the year ended 31 December 2025

B2 2025F 12431 H 1FF/Z

2.4 SUMMARY OF MATERIAL ACCOUNTING 24 EXETTHRENRZ®)
POLICY INFORMATION (conTinuED)
Leases (Continued) GEN-AC )
The Group as a lessee (Continued) AEEEBAMA(E)
Short-term leases and leases of low-value assets FHIHE RIEIEESEHE
The Group applies the short-term lease recognition exemption HRHEHERG B R A12EA
to leases of buildings that have a lease term of 12 months FUARNET EEEEEERENEE
or less from the commencement date and do not contain a MEE  NEEEREHASHERHN
purchase option. It also applies the recognition exemption for %o AEBSTHEEEEEHRERA
lease of low-value assets. Lease payments on short-term leases ERHAR - WHHEREEEEEMR
and leases of low-value assets are recognised as expense on EMHENTRERANRESELHE
a straight-line basis or another systematic basis over the lease fh RETE R R
term.
Right-of-use assets RIFEEE
The cost of right-of-use asset includes: EREEE NARBLE

HERBNVIRTESHE

° the amount of the initial measurement of the lease

liability:
e any lease payments made at or before the commencement e FH BBk 2 BIEE A E(A
date, less any lease incentives received; HEMR  BEAMEREEE
=
e anyinitial direct costs incurred by the Group; and o  AKAEBELENEMNIBEERK
VN3
e an estimate of costs to be incurred by the Group in . BMAEERERLERBHEE
dismantling and removing the underlying assets, restoring E - IREH T 5 i S A5 A8 78
the site on which it is located or restoring the underlying B EMRE = E R AR
asset to the condition required by the terms and ESRMIGHFFEENR AR GEE -

conditions of the lease.
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For the year ended 31 December 2025
BB 2025F 12431 H IFFZ

2.4 SUMMARY OF MATERIAL ACCOUNTING

POLICY INFORMATION (continuED)

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

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

remeasurement of lease liabilities.

Right-of-use assets in which the Group is reasonably certain to
obtain ownership of the underlying leased assets at the end
of the lease term are depreciated from commencement date
to the end of the useful life. Otherwise, right-of-use assets
are depreciated on a straight-line basis over the shorter of its

estimated useful life and the lease term.

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

Refundable rental deposits

Refundable rental deposits paid are accounted under HKFRS 9
and initially measured at fair value. Adjustments to fair value at
initial recognition are considered as additional lease payments
and included in the cost of right-of-use assets.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
B MR AR M A ()

For the year ended 31 December 2025
B2 2025F 12431 H 1FF/Z

2.4 SUMMARY OF MATERIAL ACCOUNTING
POLICY INFORMATION (continuED)

Leases (Continued)

The Group as a lessee (Continued)

Lease liabilities

At the commencement date of a lease, the Group recognises

and measures the lease liability at the present value of lease

payments that are unpaid at that date. In calculating the present

value of lease payments, the Group uses the incremental

borrowing rate at the lease commencement date if the interest

rate implicit in the lease is not readily determinable.

Lease payments included in the measurement of the lease

liability comprise:

fixed lease payments (including in-substance fixed

payments), less any lease incentives receivable;

variable lease payments that depend on an index or
rate, initially measured using the index or rate at the

commencement date;

the amount expected to be payable by the Group under

residual value guarantees;

the exercise price of purchase options, if the Group is

reasonably certain to exercise the options; and

payments of penalties for terminating the lease, if the
lease term reflects the Group exercising an option to

terminate the lease.

After the commencement date, lease liabilities are adjusted by

interest accretion and lease payments.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
B R M ()

For the year ended 31 December 2025
BB 2025F 12431 H IFFZ

2.4 SUMMARY OF MATERIAL ACCOUNTING 24 BERZTBRESME #)

POLICY INFORMATION (conTiNUED)

Leases (Continued) GEN-AC D)

The Group as a lessee (Continued) AEBERBARBEA ()

Lease liabilities (Continued) HEREE)

The Group remeasures lease liabilities (and makes a HIRATER - AEEEHTEM

SaE(XHARMRERAEEEELA

corresponding adjustment to the related right-of-use assets)

whenever: FERE)
e the lease term has changed or there is a change in the e THHIEMEZBAITHEEREER

R ELEZ(C - EULBER
T HEEERAEERERE

assessment of exercise of a purchase option, in which case
the related lease liability is remeasured by discounting the

revised lease payments using a revised discount rate at the
date of reassessment.

the lease payments change due to changes in market
rental rates following a market rent review or expected
payment under a guaranteed residual value, in which
cases the related lease liability is remeasured by discounting
the revised lease payments using the initial discount rate.

The lease liability is presented as a separate line in the

Fatfh B HE IS RTBE IR R8s
REIETHENRMEFNTE

s HENKEETHHEEEHE
rHSEHEEXBHYBFERE
HREETERNRES M HR
HE) - ERBERT - HEEE
BEERTIARIRRRIREE
FIHEMNRMEHE -

HERERGAYHRARTERE

consolidated statement of financial position. Bl o

HEEET
IR ATIER - AEBEBEEERT

Lease modiifications

The Group accounts for a lease modification as a separate lease

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 standalone price to reflect the circumstances of the
particular contract.

REGAL PARTNERS HOLDINGS LIMITED ANNUAL REPORT 2025

ER—REBOEEETAR

o  REABFIERBIBINER AKX
ZIRMABEENEIBEATH
E8HE Rk

s HRAEMENNKE  BNMNEHE
HERBERAHENEBE
& MERREEANNER
B BB E R ETTERE



For the year ended 31 December 2025
B2 2025F 12431 H 1FF/Z

2.4 SUMMARY OF MATERIAL ACCOUNTING

POLICY INFORMATION (continuED)

Leases (Continued)
The Group as a lessee (Continued)
Lease modlfications (Continued)

For a lease modification that is not accounted for as a separate
lease, the Group remeasures the lease liability less any lease
incentives receivables, 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 asset. When the modified contract contains one or
more additional lease components, the Group allocates the
consideration in the modified contract to each lease component
on the basis of the relative stand-alone price of the lease
component. The associated non-lease components are included

in the respective lease components.

Financial instruments

Financial assets and financial liabilities are recognised when a
group entity becomes a party to the contractual provisions of
the instrument. All regular way purchases or sales of financial
assets are recognised and derecognised on a trade date basis.
Regular way purchases or sales are purchases or sales of
financial assets that require delivery of assets within the time
frame established by regulation or convention in the market
place.
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For the year ended 31 December 2025
BB 2025F 12431 H IFFZ

2.4 SUMMARY OF MATERIAL ACCOUNTING

POLICY INFORMATION (continuED)

Financial instruments (Continued)

Financial assets and financial liabilities are initially measured at
fair value except for trade receivables arising from contracts
with customers which are initially measured in accordance with
HKFRS 15. Transaction costs that are directly attributable to the
acquisition or issue of financial assets and financial liabilities
(other than financial assets at fair value through profit or loss
("FVTPL")) are added to or deducted from the fair value of
the financial assets or financial liabilities, as appropriate, on
initial recognition. Transaction costs directly attributable to the
acquisition of FVTPL are recognised immediately in profit or loss.

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

net carrying amount on initial recognition.

Interest and dividend income which are derived from the
financial assets and shareholders’ rights are presented as other

revenue and other income.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
B MR AR M A ()

For the year ended 31 December 2025
B2 2025F 12431 H 1FF/Z

2.4 SUMMARY OF MATERIAL ACCOUNTING

POLICY INFORMATION (continuED)

Financial instruments (Continued)
Financial assets
Classification and subsequent measurement of financial assets

Financial assets that meet the following conditions are

subsequently measured at amortised cost:

. the financial asset is held within a business model whose

objective is to collect contractual cash flows; and

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

the principal amount outstanding.

Financial assets that meet the following conditions are
subsequently measured at fair value through other

comprehensive income (“FVTOCI"):

° the financial asset is held within a business model whose
objective is achieved by both collecting contractual cash

flows and selling; and

o the contractual terms give rise on specified dates to cash
flows that are solely payment of principal and interest on

the principal amount outstanding.

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

24 BEAGAHRERME #)

ERMIA@)
EHEE
EREEN IR KN E

REE AT et o 0 TR B L M 3
PR E

s SREENBEMNAIIELHR
SREMNBHEBEAAMBTA
54

s AHBFRNEEBRMELER
SRS RAREERNEHNEW
RERE e

FEUTRENEREERLRIZAR
BrfARMEEEE(TERAARETA
Hip2E WK FTE -

e ETREENBMNARIELHR
SRERHENEEEAAM
e R

s AHBFNEERMELER
SNAERAREERNEHNEH
REmE e

AR REERERIZARETA
BRE ERVPEREREE
B AN IRELIEFHEEE - IhIF
WETREBEBYBHRELEFEIRE
HEGITERMERE HHERNK
ARME - BIASKE R TR HEE M2
REME2EKDEEIIRAREAE
MR EE) -

EEERERABR AT 2025 F3F 135



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
R B MR R AR ML ()

For the year ended 31 December 2025
BB 2025F 12431 H IFFZ

2.4 SUMMARY OF MATERIAL ACCOUNTING 24 ERNSTHERENE #)

POLICY INFORMATION (conTinUED)

Financial instruments (Continued)
Financial assets (Continued)

Classification and subsequent measurement of financial assets
(Continued)

A financial asset is classified as held for trading if:

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

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

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

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

Amortised cost and interest income

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

For the year ended 31 December 2025
B2 2025F 12431 H 1FF/Z

2.4 SUMMARY OF MATERIAL ACCOUNTING 24 ERNSTHERENE #)

POLICY INFORMATION (conTinUED)

Financial instruments (Continued)
Financial assets (Continued)

Classification and subsequent measurement of financial assets
(Continued)

Financial assets at FVTPL

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

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

Impairment of financial assets

The Group recognises a loss allowance for expected credit loss
("ECL") on financial assets which are subject to impairment
under HKFRS 9 (including trade receivables, deposits and other
receivables, amounts due from related companies, pledged
bank deposits, restricted bank balances and cash and cash
equivalents). The amount of ECL is updated at each reporting
period to reflect changes in credit risk since initial recognition.

Lifetime ECL represents the ECL that will result from all possible
default events over the expected life of the relevant instrument.
In contrast, 12-month ECL (“12m ECL") represents the portion
of lifetime ECL that is expected to result from default events
that are possible within 12 months after the reporting period.
Assessment are done based on the Group'’s historical credit loss
experience, adjusted for factors that are specific to the debtors,
general economic conditions and an assessment of both the
current conditions at the reporting period as well as the forecast
of future conditions.
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For the year ended 31 December 2025
BB 2025F 12431 H IFFZ

2.4 SUMMARY OF MATERIAL ACCOUNTING

POLICY INFORMATION (continuED)

Financial instruments (Continued)
Financial assets (Continued)
Impairment of financial assets (Continued)

The Group always recognises lifetime ECL for trade receivables.

For all other instruments, the Group measures the loss
allowance equal to 12m ECL, unless when there has been a
significant increase in credit risk since initial recognition, the
Group recognises lifetime ECL. The assessment of whether
lifetime ECL should be recognised is based on significant
increases in the likelihood or risk of a default occurring since

initial recognition.

Significant increase in credit risk

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

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

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

° significant deterioration in external market indicators of
credit risk, e.g. a significant increase in the credit spread,
the credit default swap prices for the debtors;
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
R E MR ()

For the year ended 31 December 2025
B2 2025F 12431 H 1FF/Z

2.4 SUMMARY OF MATERIAL ACCOUNTING
POLICY INFORMATION (continuED)

Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (Continued)

Significant increase in credit risk (Continued)

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

obligations;

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

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

Irrespective of the outcome of the above assessment, the Group

presumes that the credit risk has increased significantly since

initial recognition when contractual payments are more than 30

days past due, unless the Group has reasonable and supportable

information that demonstrates otherwise.

The Group regularly monitors the effectiveness of the criteria

used to identify whether there has been a significant increase

in credit risk and revises them as appropriate to ensure that the

criteria are capable of identifying significant increase in credit

risk before the amount becomes past due.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
R B MR R AR ML ()

For the year ended 31 December 2025
BB 2025F 12431 H IFFZ

2.4 SUMMARY OF MATERIAL ACCOUNTING
POLICY INFORMATION (continuED)

Financial instruments (Continued)
Financial assets (Continued)
Impairment of financial assets (Continued)
Definition of default

For internal credit risk management, the Group considers an
event of default occurs when information developed internally
or obtained from external sources indicates that the debtor is

unlikely to pay its creditors, including the Group, in full.

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

Credit-impaired financial assets

A financial asset is credit-impaired when one or more events of
default that have a detrimental impact on the estimated future
cash flows of that financial asset have occurred. Evidence that a
financial asset is credit-impaired includes observable data about
the following events:

(@)  significant financial difficulty of the issuer or the borrower;

(b)  abreach of contract, such as a default or past due event;

()  the lender(s) of the borrower, for economic or contractual
reasons relating to the borrower’s financial difficulty,
having granted to the borrower a concession(s) that the
lender(s) would not otherwise consider;
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
e MBRERMEE)

For the year ended 31 December 2025
B2 2025F 12431 H 1FF/Z

2.4 SUMMARY OF MATERIAL ACCOUNTING 24 ERNSTHERENE #)

POLICY INFORMATION (conTinuED)
Financial instruments (Continued)
Financial assets (Continued)

Impairment of financial assets (Continued)
Credit-impaired financial assets (Continued)

(d) it is becoming probable that the borrower will enter
bankruptcy or other financial reorganisation; or

(e)  the disappearance of an active market for that financial
asset because of financial difficulties.

Write-off policy

The Group writes off a financial asset when there is information
indicating that the counterparty is in severe financial difficulty
and there is no realistic prospect of recovery, for example,
when the counterparty has been placed under liquidation or
has entered into bankruptcy proceedings, or in the case of
trade receivables, when the amounts are over 1 year past due,
whichever occurs sooner. Financial assets written off may still
be subject to enforcement activities under the Group’s recovery
procedures, taking into account legal advice where appropriate.
A write-off constitutes a derecognition event. Any subsequent
recoveries are recognised in profit or loss.

Measurement and recognition of ECL

The measurement of ECL is a function of the probability of
default, loss given default (i.e. the magnitude of the loss if there
is a default) and the exposure at default. The assessment of the
probability of default and loss given default is based on historical
data adjusted by forward-looking information. Estimation of
ECL reflects an unbiased and probability-weighted amount that
is determined with the respective risks of default occurring as
the weights. The Group uses a practical expedient in estimating
ECL on trade receivables using a provision matrix taking into
consideration historical credit loss experience, adjusted for
forward looking information that is available without undue
cost or effort.

TRITAEE)
EHEEE)

e A ERE(E)
TREERFEREGE)

(d) fEFRAEAIRERE ES T H A
BIF5EME ¢ sk

(e HARMBREDRGCEREEZ
REBTIEER

HEHBR
EEERBTRETFIREREEN TR
B BYEERGCIEEE (flms
FHERBRRYEARERF) » 3K
ESRYGKEMS @ SR HiE
B-FRARFHREERE) A%
BAMESREE - CHIENERE
E P IRBEAREE R WD IE F T TA
RB1I7% - EFNEERFRIEIUEAEER
Roo MBI EREM - EHE
BRIREIN B HER

EHEEBENERHER

BHEEBENTEREOME - &
MBRAE(AENBNEBRREE) g
BB E KNS - BB R B HEKX
R ERIBEREEERAENB
FEEMIEL - REMEREBNMEE
2 PR S Af R S B SR AR M BRR - EL D
REMENERZORRETE - A%
EEAAITREE - ERRERRE
AETE SRR FRN AR ERER -
EPEEBAEERELR  THE
B HBZRAHE N RS AT
HEEERHEL B -

EEERERAR AR 2025 F3F 141
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For the year ended 31 December 2025
BB 2025F 12431 H IFFZ

2.4 SUMMARY OF MATERIAL ACCOUNTING

142

POLICY INFORMATION (continuED)

Financial instruments (Continued)
Financial assets (Continued)

Impairment of financial assets (Continued)
Measurement and recognition of ECL (Continued)

Generally, the ECL is the difference between all contractual
cash flows that are due to the Group in accordance with the
contract and the cash flows that the Group expects to receive,
discounted at the effective interest rate determined at initial

recognition.

Lifetime ECL for trade receivables are considered on a
collective basis taking into consideration past due information
and relevant credit information such as forward looking

macroeconomic information.

For collective assessment, the Group takes into consideration

the following characteristics when formulating the grouping:
o Past-due status;

° Nature, size and industry of debtors; and

o External credit ratings where available.

The grouping is regularly reviewed by management to ensure
the constituents of each group continue to share similar credit
risk characteristics.

Interest income is calculated based on the gross carrying
amount of the financial asset unless the financial asset is credit
impaired, in which case interest income is calculated based on

amortised cost of the financial asset.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
e MBRERMEE)

For the year ended 31 December 2025
B2 2025F 12431 H 1FF/Z

2.4 SUMMARY OF MATERIAL ACCOUNTING 24 ERNSTHERENE #)

POLICY INFORMATION (conTinuED)

Financial instruments (Continued)
Financial assets (Continued)

Impairment of financial assets (Continued)
Measurement and recognition of ECL (Continued)

The Group recognises an impairment gain or loss in profit or
loss for all financial instruments by adjusting their carrying
amount, with the exception of trade receivables, deposits and
other receivables and amounts due from related companies
where the corresponding adjustment is recognised through a
loss allowance account.

Derecognition/modification of financial assets

The Group derecognises a financial asset only when the
contractual rights to the cash flows from the asset expire.

On derecognition of a financial asset measured at amortised
cost, the difference between the asset’s carrying amount
and the sum of the consideration received and receivable is

recognised in profit or loss.

A modification of a financial asset occurs if the contractual cash

flows are renegotiated or otherwise modified.

When the contractual terms of a financial asset are modified,
the Group assesses whether the revised terms result in a
substantial modification from original terms taking into account
all relevant facts and circumstances including qualitative factors.
If qualitative assessment is not conclusive, the Group considers
the terms are substantially different if the discounted present
value of the cash flows under the new terms, including any fees
paid net of any fees received, and discounted using the original
effective interest rate, is at least 10 per cent different from the
discounted present value of the remaining cash flows of the

original financial asset.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
e R AR M ()

For the year ended 31 December 2025
BB 2025F 12431 H IFFZ

2.4 SUMMARY OF MATERIAL ACCOUNTING 24 ERNSTHERENE #)

POLICY INFORMATION (continuED)

Financial instruments (Continued)
Financial liabilities and equity
Classification as financial liabilities or equity

Financial liabilities and equity instruments are classified as either
financial liabilities or as equity in accordance with the substance
of the contractual arrangements and the definitions of a

financial liability and an equity instrument.

Equity instruments

An equity instrument is any contract that evidences a residual
interest in the assets of an entity after deducting all of its
liabilities. Equity instruments issued by the Company are
recognised at the proceeds received, net of direct issue costs.

Repurchase of the Company’s own equity instruments is
recognised and deducted directly in equity. No gain or loss
is recognised in profit or loss on the purchase, sale, issue or
cancellation of the Company’s own equity instruments.
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For the year ended 31 December 2025
B2 2025F 12431 H 1FF/Z

2.4 SUMMARY OF MATERIAL ACCOUNTING

POLICY INFORMATION (continuED)

Financial instruments (Continued)
Financial liabilities and equity (Continued)
Financial liabilities

The Group's financial liabilities include trade payables, other
payables and accruals, amounts due to related companies,
interest-bearing bank and other borrowings, loan from
shareholder, lease liabilities, derivative financial instruments and

convertible loan.

The subsequent measurement of financial liabilities depends on

their classification as follows:

Financial liabilities at amortised cost

After initial recognition, trade payables, other payables and
accruals, amounts due to related companies, interest-bearing
bank and other borrowings and lease liabilities are subsequently
measured at amortised cost, using the effective interest rate
method unless the effect of discounting would be immaterial,
in which case they are stated at cost. Gains and losses are
recognised in profit or loss when the liabilities are derecognised
as well as through the effective interest rate amortisation

process.

Amortised cost is calculated by taking into account any discount
or premium on acquisition and fees or costs that are an integral
part of the effective interest rate. The effective interest rate

amortisation is included in finance costs in profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
B R M ()

For the year ended 31 December 2025
BB 2025F 12431 H IFFZ

2.4 SUMMARY OF MATERIAL ACCOUNTING 24 BERZTBRESME #)

POLICY INFORMATION (continuED)

Financial instruments (Continued)
Financial liabilities and equity (Continued)
Financial liabilities (Continued)

Convertible loan

A conversion option that will be settled other than by the
exchange of a fixed amount of cash or another financial asset
for a fixed number of the Group’s own equity instruments is a

conversion option derivative.

At the date of issue, both the debt component and derivative
components are recognised at fair value. In subsequent periods,
the debt component of the convertible loan notes is carried
at amortised cost using the effective interest method. The
derivative component is measured at fair value with changes in
fair value recognised in profit or loss.

Transaction costs that relate to the issue of the convertible loan
notes are allocated to the debt and derivative components in
proportion to their relative fair values. Transaction costs relating
to the derivative component are charged to profit or loss
immediately. Transaction costs relating to the debt component
are included in the carrying amount of the debt portion and
amortised over the period of the convertible loan notes using
the effective interest method.

Derecognition/modification of financial liabilities

The Group derecognises financial liabilities when, and only
when, the Group’s obligations are discharged, cancelled or have
expired. The difference between the carrying amount of the
financial liability derecognised and the consideration paid and

payable is recognised in profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
e MBRERMEE)

For the year ended 31 December 2025
B2 2025F 12431 H 1FF/Z

2.4 SUMMARY OF MATERIAL ACCOUNTING 24 ERNSTHERENE #)

POLICY INFORMATION (conTinuED)

Financial instruments (Continued)

Financial liabilities and equity (Continued)

Financial liabilities (Continued)

Derecognition/modification of financial liabilities (Continued)

When the contractual terms of a financial liability are modified,
the Group assess whether the revised terms result in a
substantial modification from original terms taking into account
all relevant facts and circumstances including qualitative factors.
If qualitative assessment is not conclusive, the Group considers
that the terms are substantially different if the discounted
present value of the cash flows under the new terms, including
any fees paid net of any fees received, and discounted using the
original effective interest rate, is at least 10 per cent different
from the discounted present value of the remaining cash flows
of the original financial liability. The above said fees include only
those paid or received between the borrower and the lender,
including fees paid or received by either the borrower or lender
on the other’s behalf. Accordingly, such modification of terms is
accounted for as an extinguishment, any costs or fees incurred
are recognised as part of the gain or loss on the extinguishment.
The exchange or modification is considered as non-substantial

modification when such difference is less than 10 per cent.

For non-substantial modifications of financial liabilities that do
not result in derecognition, the carrying amount of the relevant
financial liabilities will be calculated at the present value of the
modified contractual cash flows discounted at the financial
liabilities” original effective interest rate. Transaction costs or fees
incurred are adjusted to the carrying amount of the modified
financial liabilities and are amortised over the remaining term.
Any adjustment to the carrying amount of the financial liability is

recognised in profit or loss at the date of modification.
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For the year ended 31 December 2025
BB 2025F 12431 H IFFZ

2.4 SUMMARY OF MATERIAL ACCOUNTING

POLICY INFORMATION (continuED)

Financial instruments (Continued)
Derivative financial instruments

Derivatives are initially recognised at fair value at the date when
derivative contracts are entered into and are subsequently
remeasured to their fair value at the end of the reporting

period. The resulting gain or loss is recognised in profit or loss.

A derivative is presented as a non-current asset or a non-current
liability if the remaining maturity of the instrument is more than
12 months and it is not due to be realised or settled within 12
months. Other derivatives are presented as current assets or

current liabilities.

Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net
amount is reported in the statement of financial position if there
is a currently enforceable legal right to offset the recognised
amounts and there is an intention to settle on a net basis, or to

realise the assets and settle the liabilities simultaneously.

Inventories

Inventories are stated at the lower of cost and net realisable
value. Costs of inventories are determined on a weighted
average method. Net realisable value represents the estimated
selling price for inventories less all estimated costs of completion
and costs necessary to make the sale. Costs necessary to make
the sale include incremental costs directly attributable to the
sale and non-incremental costs which the Group must incur to

make the sale.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
B MR AR M A ()

For the year ended 31 December 2025
B2 2025F 12431 H 1FF/Z

2.4 SUMMARY OF MATERIAL ACCOUNTING

POLICY INFORMATION (continuED)

Cash and cash equivalents

Cash and cash equivalents presented on the consolidated

statement of financial position include:

(@  cash, which comprises of cash on hand and demand
deposits, excluding bank balances that are subject to
regulatory restrictions that result in such balances no

longer meeting the definition of cash; and

(b)  cash equivalents, which comprises of short-term (generally
with original maturity of three months or less), highly
liquid investments that are readily convertible to a known
amount of cash and which are subject to an insignificant
risk of changes in value. Cash equivalents are held for the
purpose of meeting short-term cash commitments rather

than for investment or other purposes.

For the purposes of the consolidated statement of cash flows,
cash and cash equivalents consist of cash and cash equivalents
as defined above, net of outstanding bank overdrafts which are
repayable on demand and form an integral part of the Group’s
cash management. Such overdrafts are presented as short-term
borrowings in the consolidated statement of financial position.

Bank balances for which use by the Group is subject to third
party contractual restrictions are included as part of cash unless
the restrictions result in a bank balance no longer meeting the
definition of cash. Contractual restrictions affecting use of bank

balances are disclosed in note 19.
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For the year ended 31 December 2025
BB 2025F 12431 H IFFZ

2.4 SUMMARY OF MATERIAL ACCOUNTING

POLICY INFORMATION (continuED)
Provisions

Provisions are recognised when the Group has a present
obligation (legal or constructive) as a result of a past event, it is
probable that the Group will be required to settle the obligation,
provided that a reliable estimate can be made of the amount of
the obligation.

The amount recognised as a provision is the best estimate of
the consideration required to settle the present obligation at the
end of the reporting period, taking into account the risks and
uncertainties surrounding the obligation. When a provision is
measured using the cash flows estimated to settle the present
obligation, its carrying amount is the present value of those cash

flows (when the effect of the time value of money is material).

When some or all of the economic benefits required to settle
a provision are expected to be recovered from a third party,
a receivable is recognised as an asset if it is virtually certain
that reimbursement will be received and the amount of the

receivable can be measured reliably.

Provisions for the expected cost of assurance-type warranty
obligations under the relevant contracts with customers for sales
of sofas and other furniture products are recognised at the date
of sale of the relevant products, at the directors’ best estimate

of the expenditure required to settle the Group's obligation.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
e MBRERMEE)

For the year ended 31 December 2025
B2 2025F 12431 H 1FF/Z

2.4 SUMMARY OF MATERIAL ACCOUNTING 24 ERNSTHERENE #)

POLICY INFORMATION (conTinuED)

Contingent assets and contingent liabilities
Contingent assets

Contingent assets arise from unplanned or other unexpected
events that give rise to the possibility of an inflow of economic
benefits to the Group and they are not recognised in the
consolidated financial statements. The Group assesses
continually the development of contingent assets. If it has
become virtually certain that an inflow of economic benefits will
arise, the Group recognises the asset and the related income in
the consolidated financial statements in the reporting period in

which the change occurs.

Contingent liabilities

A contingent liability is a present obligation arising from past
events but is not recognised because it is not probable that
an outflow of resources embodying economic benefits will be

required to settle the obligation.

Where the Group is jointly and severally liable for an obligation,
the part of the obligation that is expected to be met by other
parties is treated as a contingent liability and it is not recognised
in the consolidated financial statements.

The Group assesses continually to determine whether an
outflow of resources embodying economic benefits has become
probable. If it becomes probable that an outflow of future
economic benefits will be required for an item previously dealt
with as a contingent liability, a provision is recognised in the
consolidated financial statements in the reporting period in
which the change in probability occurs, except in the extremely
rare circumstances where no reliable estimate can be made.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
B R M ()

For the year ended 31 December 2025
BB 2025F 12431 H IFFZ

2.4 SUMMARY OF MATERIAL ACCOUNTING

152

POLICY INFORMATION (continuED)

Income tax

Income tax comprises current and deferred tax. Income tax
relating to items recognised outside profit or loss is recognised
outside profit or loss, either in other comprehensive income or

directly in equity.

Current tax assets and liabilities are measured at the amount
expected to be recovered from or paid to the taxation
authorities, based on tax rates (and tax laws) that have been
enacted or substantively enacted by the end of each reporting
period, taking into consideration interpretations and practices
prevailing in the countries in which the Group operates.

Deferred tax is provided, using the liability method, on all
temporary differences at the end of the reporting period
between the tax bases of assets and liabilities and their carrying

amounts for financial reporting purposes.

Deferred tax liabilities are recognised for all taxable temporary
differences, except:

° when the deferred tax liability arises from the initial
recognition of goodwill or an asset or liability in a
transaction that is not a business combination and, at the
time of the transaction, affects neither the accounting
profit nor taxable profit or loss; and

° in respect of taxable temporary differences associated
with investments in subsidiaries, when the timing of the
reversal of the temporary differences can be controlled
and it is probable that the temporary differences will not
reverse in the foreseeable future.

REGAL PARTNERS HOLDINGS LIMITED ANNUAL REPORT 2025

24 EREHBERERME #)

FriS®i

PSR B ARV SRAERE IR - WIER
B ERH A EENAAERIER
Bt MNEMbEEKEER
MR °

B AEEN ARRBEREES RS
HIRCEMAERDEMOHRE(K
BOx)  WEBEIARKEKEMER
RIVITHRERED - ZE A AN
57 B U o] 28 FE N B S 1 B Y & BB A T

=
E-°

EEBRBENBEERBERAREER
BEMVEREBER KA RREE
Z P TR A R -

BRTOERIN - A B R E R =
BEREEHIARE

s MEERBEBHREERER
MAEBAFEBEHIZTH
BESBE  ARRSHEHELE
EREN T T EERRBL
MEIR &

o HREREWBRATAHMNE
R E R R - i BE SO I
EEREENER - BRARL
AR AT B NS R B =58 o



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
B MR AR M A ()

For the year ended 31 December 2025
B2 2025F 12431 H 1FF/Z

2.4 SUMMARY OF MATERIAL ACCOUNTING

POLICY INFORMATION (continuED)

Income tax (Continued)

Deferred tax assets are recognised for all deductible temporary
differences, the carryforward of unused tax credits and any
unused tax losses. Deferred tax assets are recognised to the
extent that it is probable that taxable profit will be available
against which the deductible temporary differences, the
carryforward of unused tax credits and unused tax losses can be

utilised, except:

o when the deferred tax asset relating to the deductible
temporary differences arises from the initial recognition of
an asset or liability in a transaction that is not a business
combination and, at the time of the transaction, affects
neither the accounting profit nor taxable profit or loss;

and

. in respect of deductible temporary differences associated
with investments in subsidiaries, deferred tax assets are
only recognised to the extent that it is probable that
the temporary differences will reserve in the foreseeable
future and taxable profit will be available against which
the temporary differences can be utilised.

The carrying amount of deferred tax assets is reviewed at the
end of each reporting period and reduced to the extent that
it is no longer probable that sufficient taxable profit will be
available to allow all or part of the deferred tax asset to be
utilised. Unrecognised deferred tax assets are reassessed at the
end of each reporting period and are recognised to the extent
that it has become probable that sufficient taxable profit will
be available to allow all or part of the deferred tax asset to be

recovered.
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For the year ended 31 December 2025
BB 2025F 12431 H IFFZ

2.4 SUMMARY OF MATERIAL ACCOUNTING

POLICY INFORMATION (continuED)

Income tax (Continued)

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

end of each reporting period.

For the purposes of measuring deferred tax for leasing
transactions in which the Group recognises the right-of-use
assets and the related lease liabilities, the Group first determines
whether the tax deductions are attributable to the right-of-use
assets or the lease liabilities.

For leasing transactions in which the tax deductions are
attributable to the lease liabilities, the Group applies HKAS 12
Income Taxes requirements to right-of-use assets and lease
liabilities separately. Temporary differences relating to right-
of use assets and lease liabilities are not recognised at initial
recognition and over the lease terms due to application of the
initial recognition exemption. Temporary differences arising
from subsequent revision to the carrying amounts of right-of-
use assets and lease liabilities, resulting from remeasurement
of lease liabilities and lease modifications, that are not subject
to initial recognition exemption are recognised on the date of

remeasurement or modification.

Deferred tax assets and deferred tax liabilities are offset if and
only if the Group has a legally enforceable right to set off
current tax assets and current tax liabilities and the deferred tax
assets and deferred tax liabilities relate to income taxes levied
by the same taxation authority on either the same taxable entity
or different taxable entities which intend either to settle current
tax liabilities and assets on a net basis, or to realise the assets
and settle the liabilities simultaneously, in each future period in
which significant amounts of deferred tax liabilities or assets are

expected to be settled or recovered.
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For the year ended 31 December 2025
B2 2025F 12431 H 1FF/Z

2.4 SUMMARY OF MATERIAL ACCOUNTING

POLICY INFORMATION (continuED)

Government grants

Government grants are not recognised until there is reasonable
assurance that the Group will comply with the conditions

attaching to them and that the grants will be received.

Government grants are recognised in profit or loss on a
systematic basis over the periods in which the Group recognises
as expenses the related costs for which the grants are intended
to compensate. Specifically, government grants whose primary
condition is that the Group should purchase, construct or
otherwise acquire non-current assets are recognised as deferred
income in the consolidated statement of financial position and
transferred to profit or loss on a systematic and rational basis
over the useful lives of the related assets.

Government grants related to income that are receivable as
compensation for expenses or losses already incurred or for the
purpose of giving immediate financial support to the Group
with no future related costs are recognised in profit or loss in
the period in which they become receivable. Such grants are
presented under “Government subsidies” under “Other income

and gains”.
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For the year ended 31 December 2025
BB 2025F 12431 H IFFZ

2.4 SUMMARY OF MATERIAL ACCOUNTING

POLICY INFORMATION (continuED)

Employee benefits
Pension schemes

The Group operates a defined contribution Mandatory
Provident Fund retirement benefit scheme in Hong Kong under
the Mandatory Provident Fund Schemes Ordinance for those
employees who are eligible to participate in the Mandatory
Provident Fund Scheme (the “MPF Scheme"”). Contributions are
made based on a percentage of the employees’ basic salaries
and are charged to profit or loss as they become payable in
accordance with the rules of the MPF Scheme. The assets of
the MPF Scheme are held separately from those of the Group
in an independently administered fund. The Group’s employer
contributions vest fully with the employees when contributed
into the MPF Scheme.

The employees of the Group’s operations in the PRC are
required to participate in central pension schemes operated
by the local municipal governments, the assets of which are
held separately from those of the Group. Contributions are
made by the Group based on a percentage of the participating
employees’ salaries and are charged to profit or loss as they
become payable in accordance with the rules of the central
pension schemes. The Group’s employer contributions vest fully
once made.
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For the year ended 31 December 2025
B2 2025F 12431 H 1FF/Z

2.4 SUMMARY OF MATERIAL ACCOUNTING

POLICY INFORMATION (continuED)

Employee benefits (Continued)
Short-term and other long-term employee benefits

Short-term employee benefits are recognised at the
undiscounted amount of the benefits expected to be paid as
and when employees rendered the services. All short-term
employee benefits are recognised as an expense unless another
HKFRS requires or permits the inclusion of the benefit in the

cost of an asset.

A liability is recognised for benefits accruing to employees
(such as wages and salaries, annual leave and sick leave) after

deducting any amount already paid.

Liabilities recognised in respect of other long-term employee
benefits are measured at the present value of the estimated
future cash outflows expected to be made by the Group in
respect of services provided by employees up to the reporting
date. Any changes in the liabilities’ carrying amounts resulting
from service cost, interest and remeasurements are recognised
in profit or loss except to the extent that another HKFRS requires
or permits their inclusion in the cost of an asset.
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For the year ended 31 December 2025
BB 2025F 12431 H IFFZ

2.4 SUMMARY OF MATERIAL ACCOUNTING

POLICY INFORMATION (continuED)

Share-based payments

Equity-settled share-based payment transactions

Equity-settled share-based payments to employees and others
providing similar services are measured at the fair value of the
equity instruments at the grant date.

The fair value of the equity-settled share-based payments
determined at the grant date without taking into consideration
all non-market vesting conditions is expensed on a straight-line
basis over the vesting period, based on the Group’s estimate
of equity instruments that will eventually vest, with a
corresponding increase in equity (share award scheme reserve).
At the end of each reporting period, the Group revises its
estimate of the number of equity instruments expected to
vest based on assessment of all relevant non-market vesting
conditions. The impact of the revision of the original estimates,
if any, is recognised in profit or loss such that the cumulative
expense reflects the revised estimate, with a corresponding
adjustment to the share award scheme reserve. When share
awards are exercised, the amount previously recognised in share
award scheme reserve will be transferred to share capital and

share premium.

When the share awards are forfeited after the vesting date or
are still not exercised at the expiry date, the amount previously
recognised in share award scheme reserve will be transferred to

accumulated losses.

Borrowing costs

Borrowing costs consist of interest and other costs that an entity
incurs in connection with the borrowing of funds. Borrowing
costs are expensed in the period in which they are incurred.
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For the year ended 31 December 2025
B2 2025F 12431 H 1FF/Z

2.4 SUMMARY OF MATERIAL ACCOUNTING

POLICY INFORMATION (continuED)

Segment reporting

Operating segments, and the amounts of each segment item
reported in the consolidated financial statements, are identified
from the financial information provided regularly to the
Group's most senior executive management for the purposes of
allocating resources to, and assessing the performance of, the
Group's various line of business and geographical locations.

Individually material operating segments are not aggregated for
financial reporting purposes unless the segments have similar
economic characteristics and are similar in respect of the nature
of products and services, the nature of production processes,
the type or class of customers, the methods used to distribute
the products or provide the services, and the nature of the
regulatory environment. Operating segments which are not
individually material may be aggregated if they share a majority
of these criteria.

Foreign currencies

Each entity in the Group determines its own functional currency
and items included in the consolidated financial statements of
each entity are measured using that functional currency. Foreign
currency transactions recorded by the entities in the Group are
initially recorded using their respective functional currency rates
prevailing at the dates of the transactions. Monetary assets and
liabilities denominated in foreign currencies are translated at the
functional currency rates of exchange ruling at the end of each
reporting period. Differences arising on settlement or translation
of monetary items are recognised in profit or loss.
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For the year ended 31 December 2025
BB 2025F 12431 H IFFZ

2.4 SUMMARY OF MATERIAL ACCOUNTING

POLICY INFORMATION (continuED)

Foreign currencies (Continued)

Non-monetary items that are measured in terms of historical
cost in a foreign currency are translated using the exchange
rates at the dates of the initial transactions. Non-monetary
items measured at fair value in a foreign currency are translated
using the exchange rates at the date when the fair value was
measured. The gain or loss arising on translation of a non-
monetary item measured at fair value is treated in line with the
recognition of the gain or loss on change in fair value of the
item (i.e., translation difference on the item whose fair value
gain or loss is recognised in other comprehensive income or
profit or loss is also recognised in other comprehensive income
or profit or loss, respectively).

As at the end of each reporting period, the assets and liabilities
of the Group's operations are translated into the presentation
currency of the Group (i.e. RMB) at the exchange rates
prevailing at the end of each reporting period and their profit or
loss are translated at the weighted average exchange rates for
the year. The resulting exchange differences are recognised in
other comprehensive income and accumulated in the exchange
fluctuation reserve. On disposal of a foreign operation, all of
the exchange differences accumulated in equity in respect of
that operation attributable to the owners of the Company are

reclassified to profit or loss.

For the purpose of the consolidated statements of cash flows,
the cash flows of subsidiaries with functional currencies other
than RMB are translated into RMB at the exchange rates ruling
at the dates of the cash flows. Frequently recurring cash flows
of these subsidiaries which arise throughout the year are
translated into RMB at the weighted average exchange rates for

the year.

160 REGAL PARTNERS HOLDINGS LIMITED ANNUAL REPORT 2025

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
R B MR R AR ML ()

24 BEAGAHRERME #)

SN (48)

AN IR S AT 2R IER IR
B WAV 5 HEEXRE -
SN A AERTERIEEHRIRR -
RAFEAAEEAMERRE -8
BRANEENIFEBEBMES
Mk E R - REERZBEBENA
AEEEH Y EE — B AR
B(AnERGREBERENEMBEE
Yeas sk B an FERR RV IR B MR E Z N
DRIREM R E W B SR

BEAEHRERRNERERRES
REBZ2IEE(MARE) - Hilizs
HERAFAIEFHEREE  pT
EEREN ZRNE M2 KSR E
R WHRER KENFEFHR R - hE
SN TSRS - MARBIHEA ARIGE
LHAER R EEN ZEOE

MoBEERE -

HEARSRERME - WEEES
AREASINOHB AR RERER
RenERHERANETRESAR
¥ ZEMBARNFARTELN
ReRnBAFAMETHERRES
AR -



For the year ended 31 December 2025
B2 2025F 12431 H 1FF/Z

SIGNIFICANT ACCOUNTING JUDGEMENTS
AND ESTIMATES

The preparation of the Group’s consolidated financial
statements requires management to make judgements,
estimates and assumptions that affect the reported amounts
of revenues, expenses, assets and liabilities, and their
accompanying disclosures, and the disclosure of contingent
liabilities. Uncertainty about these assumptions and estimates
could result in outcomes that could require a material
adjustment to the carrying amounts of the assets or liabilities
affected in the future.

The major judgements, estimates and assumptions that have
the most significant effect on the amounts recognised in the
consolidated financial statements and have a significant risk of
causing a material adjustment to the carrying amounts of assets

and liabilities within the next financial year are set out below:

Provision against obsolete and slow-moving
inventories

The Group reviews an ageing analysis of its inventories and
the condition of its inventories at the end of each reporting
period, and makes provision against obsolete and slow-moving
inventory items which are identified as no longer suitable for
sale or use in the production. Management estimates the net
realisable value for such inventories based primarily on the latest
invoice prices and current market conditions.

The provision against obsolete and slow-moving inventories
requires the use of judgements and estimates. Where the actual
outcome or expectation in the future is different from the
original estimates, such differences will have an impact on the
carrying value of inventories and the write-down of inventories
recognised in the reporting period in which such estimate is
changed.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
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For the year ended 31 December 2025
BB 2025F 12431 H IFFZ
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SIGNIFICANT ACCOUNTING JUDGEMENTS
AND ESTIMATES (conTinvED)

Allowance for ECL for financial assets under
HKFRS 9

The Group makes loss allowance on receivables including trade
receivables, deposits and other receivables and amounts due
from related companies based on various factors including the
aging of the receivables, historical write-off experience and
forward looking information. The identification of impairment
of receivables requires the use of judgement and estimates.
Where the expectations are different from the original estimates,
such differences will impact the carrying amounts of receivables
and the allowance for credit losses on receivables is recognised
in the years in which such estimates have been changed. See
note 35 for further discussion.

Impairment of non-financial assets

The Group assesses whether there are any indicators of
impairment for all non-financial assets at the end of each
reporting period. Non-financial assets are tested for impairment
when there are indicators that the carrying amounts may not
be recoverable. Impairment exists when the carrying value
of an asset or a cash-generating unit exceeds its recoverable
amount, which is the higher of its fair value less costs of
disposal and its value in use. The calculation of the fair value
less costs of disposal is based on available data from binding
sales transactions in an arm’s length transaction of similar assets
or observable market prices less incremental costs for disposing
of the asset. When value in use calculations are undertaken,
management must estimate the expected future cash flows
from the asset or cash-generating unit and choose a suitable
discount rate in order to calculate the present value of those
cash flows.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
B R M ()

For the year ended 31 December 2025
B2 2025F 12431 H 1FF/Z

4. SEGMENT INFORMATION

Information reported to the Board, being the chief operating
decision maker, for the purposes of resource allocation and
assessment of segment performance focuses on types of goods
or services delivered or provided. This is also the basis upon

which the Group is organised and managed.

Specifically, the Group’s reportable segments under HKFRS 8

are as follows:

a.  Retail segment

b.  Manufacturing segment
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
R B MR R AR ML ()

For the year ended 31 December 2025

BB 2025F 12431 H IFFZ
4. SEGMENT INFORMATION (conmmuep) 4. DEER @
Segment revenue and results pan L N SE
The following is an analysis of the Group’s revenue and results NTAAEERA 2[R RLEHEE
by reportable and operating segments: DEIA RFEEDHT -
Retail segment Manufacturing segment Total
2ENH LEA Eh
2025 2024 2025 2024 2025 2024
225§ plipls 2025% 20044 2025% 204E
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT WSyl ARETT NSV ARETT NS
Segment revenue YA
External sales MapHE 4335 36,144 61,414 83,363 65,749 119,507
Segment loss PHEE (4763) (16,792) (70,782) (47,191) (75,545) (63,983)
Interest income HBMA 9 0
Gain arising on fair value change of TEeRIANRAGEYE
derivative financial instruments g = 76
Loss on deregistrations of asubsiciary B AFEHERMER @) -
Loss arising on fair value change of COVNEIN TP
finandial asset at FVTPL MARBEBEENER = (1,616)
Unallocated corporate income RABAFRA 345 294
Unallocated corporate expenses FARDARR (10,059) (20,059
Unallocated finance costs AABBERA (3,095) (3377)
Loss before tax BRAIEE (88,347) (88,643
Segment loss represents the loss from each segment without DEEEIES D EFTEEEE - mik
allocation of interest income, gain arising on fair value change EAOREFBUWA  ITESRITANR
of derivative financial instruments, loss on deregistration of a REEBESNNE - —HEHBAR
subsidiary, loss arising on fair value change of financial asset BUHFMEEE « AR E ARG
at FVTPL, unallocated corporate income, unallocated corporate JEMEENAABEHELENE
expenses, and unallocated finance costs. This is the measure B ROBREIWA -~ RO B ARF
reported to the Board for the purposes of resource allocation T NADERERA » I ERD
and performance assessment. BER KRR EAEETE 2RO L °
Inter-segment sales are charged at prevailing market rates. D E B EIRBITIIS N ERE -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
B MR AR M A ()

For the year ended 31 December 2025
B2 2025F 12431 H 1FF/Z

4. SEGMENT INFORMATION (continveD)

Segment assets and liabilities

Retail segment

ZELH

2025
20255
RMB'000
ARBT T

2024
20244
RMB'000
ARETT

ARETT PNl AR T BN

4. DEPER#)

DHEEREE
Manufacturing segment Consolidated
EEDH )

2025 2024 2025 2024
20255 20245 20255 20245
RMB'000 RV Rol = RIVIB'000 RMB'000

Segment assets NEEE 203 22,365 105,462 137,777 105,665 160,142
Unallocated corporate KA B ARIEE

assets 34,002 37,208
Consolidated assets RREE 139,667 197,350
Segment liabilities AEa%E 17,866 38433 348823 326376 366,689 364,809
Unallocated corporate ~~ AAEARIEE

liabilities 68,392 67,265

Consolidated liabilites ~ #ZABE

435,081 432,074

For the purpose of monitoring segment performances and

allocating resources between segments:

o all assets are allocated to operating segments other than
certain right-of-use assets, certain prepayments, deposits
and other receivables, certain amounts due from related
companies and certain cash and cash equivalent; and

o all liabilities are allocated to operating segments other
than certain other payable and accruals, certain amounts
due to related companies, certain other borrowings,
certain lease liabilities and convertible loan.

ERSMRBEREZHH 2B
ﬁﬁ :

s KRETEREEE HTEN
FRIB R E R E M EWGRIE
ETRUEEBARRERET
iﬁ%&fﬁﬁ—rf o FEE
ENDEERLENE + &
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
e R AR M ()

For the year ended 31 December 2025
BB 2025F 12431 H IFFZ

4. SEGMENT INFORMATION (continveD)

Other segment information

Retail segment Manufacturing segment

FEAT EEAR

2025 204 2025
225§ 20045 2025E
RMB'000 [REIY0NOM  RMB'000

Addition of right-of-use assets ~ FEFBELE - 14,468 3
Addition of property, plantand ~ FENE  BER

equipment B 46 39 765
Depreciation of property, plant 1%~ BiRE Rk

and equipment b 60 398 696
Depreciation of right-of-use assets  (FEEEENE 1,134 9497 2,049
Provision against obsoleteand  REREEFER

slow-moving inventories & 63 (13) 3,941
Alowance forf(reversal of B RYGIERS

allowance for) ECLin respectof ~ EEBEEE/

tradle receivables, net (BfeRm) 58 28 @) (10

Alowance forfreversal of EBReREME

allowance for) ECLin respect of  UiEUBKI RS

deposits and other recevables, ~ EEERIE/

net (BfRD)E 1,099 B31) 1
Allowance for ECL in respect FEUERLAZR

of amounts due from related ~ HIEEIEEEE

companies, net e - - =
Impairment loss on property, plant  #7% ~ B RiRIE

and equipment HEEE 9 - 1,287
Impairment loss on right-of-use ~ FREAERER

assels i - 6,292 4,750
Written off of property, plantand  ¥i$##1% - BER

equipment B 4 7 -
Loss on disposal of property, plant  HEH% « BER

and equipment RERER 4 2 pLE]
Galn on termination of leases £ FREHME (2.210) - =
Finance costs HENL m 1470 18549

204E
RMB'000
ARETT BNESE ARETT BNEST

2024

9,097

H

2,745
10,130

504

1,594

1438

55,925

483

235
(567)
15,044

it
=

ok

g

Unallocated

il

2025

2025E
RMB'000

ARBTR

3

M

@

616

3,095

204E
RMB'000
ARETT

PE R

2024

1172

5

893

2,299

5

(294)
3,377

2025E
RMB'000

ARRTR

Total
st

2025

466

81

756
3,594

4,004

(735)

1,156

1,296

5,366

U7
2.210)
2,116

2024

2004E
RMB'000
ARETT

24,731

836

3143
20,520

491

1192

1410

58,224

5

6,292

1210

237

(861)
19,891
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
B MR AR M A ()

For the year ended 31 December 2025

HZE2025F12H31H I F/Z
4. SEGMENT INFORMATION (conminuen) 4. pEER )

Geographical information

The following table sets out information about the geographical
locations of the Group’s revenue from external customers
during the year and the Group’s non-current assets.

(a) Revenue from external customers

The geographical locations of the customers are
determined based on the locations of customer.

& E R

TR FAREEREINEEFH
Was R AREEIFRBEENIMEVE

ah o

(a) XREINBEFH K

EPONELEREBERTFM
EHET -

2025 2024

20255 20244F

RMB’000 RMB’'000

ARET T AREFT

PRC (including Hong Kong) HE(BEER) 18,550 42,311
The United States of America (“U.S.”) Z=FEAFZEH([EH]) 9,008 28,209
Europe (Note) BOM (BA=E) 21,514 32,450
Others Hith 16,677 16,537
65,749 119,507

Note: Europe mainly include France, Norway, Spain, Ireland and the U.K..

fiiE BN EE@AR - B
7 EEEREE -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
e R AR M ()

For the year ended 31 December 2025
BB 2025F 12431 H IFFZ

4. SEGMENT INFORMATION (conminueD)
Geographical information (Continued)

(b) Non-current assets

4.

DEVE R )
WEER ()
(b) FHEEE

2025 2024

20254 20244

RMB’000 RMB’000

ARET T AREFTT

PRC (including Hong Kong) FE (BIEEH) o 2,289
us. =3l - 17,900
Cambodia R = 4,201
- 24,390

The non-current asset information above is presented
based on the locations of the assets.

Information about major customers

Revenue from major customers which did not consist any
related parties of the corresponding year contributing over 10%
of the total revenue of the Group is as follows:

NESERBEEERTIRIEE
ENRLEZS

BRIREFNEHR

RIBBFEIE A EEZRA10% AL
MEBEF (T REEMAREE ) WA
L

2025 2024

2025 2024%

RMB’000 RMB’'000

ARBFT ARETT

Customer 1 =P 19,496 14,243

Customer 2 EF2 - 16,476
Customer 3 =73 12,497 N/AT i A
* Revenue from the customer is less than 10% of the total revenue of the * KBEZEF O E DA EE RN

Group. 10% °
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
B MR AR M A ()

For the year ended 31 December 2025
B2 2025F 12431 H 1FF/Z

5. REVENUE

Revenue represents the net invoiced value of goods sold, after
allowances for returns, trade discounts and value-added tax.

5. A

WARFIFEEmAIRERE - E5H
HRIRERBERNETFE -

2025 2024
20254 20244
RMB’000 RMB’000
ARBET T ARMFIT

Revenue WA
Recognised at a point of time: RE—IFEIE R -

Manufacture and sales of sofas and other A& M #5E 3 & HihR(E

furniture products Em

65,749 119,507

As at 31 December 2025, the aggregate amount of the
transaction price allocated to the remaining performance
obligation under the Group's existing manufacture and
sales of sofa and other furniture products is approximately
RMB2,907,000 (2024: RMB3,356,000) and the Group will

recognise this revenue in 2026.

20259128318 HEEAREE
REXERBESERAMBREER
BT TEHNEANRZEBEBTENA
AR¥52,907,0007T (20244 = ARKE
3,356,0007T) * MASEE 120265
HERUL R A -
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For the year ended 31 December 2025
BB 2025F 12431 H IFFZ

OTHER INCOME AND GAINS, NET AND GAIN 6.

ON DEBT RESTRUCTURING

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
R B MR R AR ML ()

HAB YA R ek 5B IA K
G EHEN S

2025 2024
2025%F 20244
RMB’'000 RMB’'000
AR¥ET T ARBT T
Other income and gains, net Hp g A R W F 58
Interest income FBEUWA 9 22
Gain on termination of leases HRIEMEER W 2,210 861
Reversal of provision for litigation liabilities B F7A R EEE 3,000 -
Loss on disposal of property, plant and LEME - BB KR EE
equipment B (247) (237)
Gain on modification of lease BRI B WES 16 -
Government subsidies (Note) BT RL () 29 714
Bad debt recovery i qEb=gis - 269
Others Hth 184 334
5,201 1,963
Note: During the year ended 31 December 2025, the Group recognised MisE © BE2025F12A31HIEFE @ AEERE

government grants from Innovation and Technology Fund under Hong
Kong government of nil (2024: approximately RMB688,000) and
industry subsidies from local governments in Zhejiang Province of nil
(2024: approximately RMB10,000). There are no unfulfilled conditions or

contingencies relating to these grants.

Gain on debt restructuring

In relation to the pre-restructuring applications filed by Zhejiang
Apollo Leather Products Co., Ltd. G IPIREN ER@MER A
&) and Zhejiang Morris Fashion Home Co., Ltd. (# L5 A4
RIEBBR A A (collectively, the “Relevant Subsidiaries”) with
the People’s Court of Haining City (the “Court”) on 19 January

2022 for the formulation of pre-restructuring plans to resolve

their debt positions.

Upon the pre-restructuring application and the appointment of

the provisional administrators by the Court, on 13 May 2022,

the Court accepted the restructuring application of the Relevant

Subsidiaries on a consolidated basis (the “Restructuring”).
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For the year ended 31 December 2025
B2 2025F 12431 H 1FF/Z

OTHER INCOME AND GAINS, NET AND GAIN
ON DEBT RESTRUCTURING (conminuED)

Gain on debt restructuring (Continued)

The proposal for the Restructuring of the Relevant Subsidiaries
(the “Restructuring Proposal”) would become effective and
binding on the Relevant Subsidiaries and all creditors subject to
(a) the approval by a simple majority in number of the creditors
present and voting at each of the creditors’ class meetings, and
the amount of debts of which creditors representing more than
two-thirds in the total amount of debts in each of the classes
of creditors; (b) the entering into of the subscription agreement
between the potential subscriber and the Company; and (c)
the approval of the Court. If the Restructuring Proposal is not
passed at the creditors’ meeting, or the Restructuring Proposal
passed at the creditors’ meeting is not approved by the Court,
the Court will terminate the Restructuring procedures and
declare the Relevant Subsidiaries insolvent.

The Group's Restructuring Proposal was passed by the requisite
majority of creditors of the Relevant Subsidiaries at the meeting.
The Restructuring Proposal has been sanctioned by the People’s
Court of Haining City in the PRC on 5 August 2022. Since
then, the Restructuring Proposal became effective on 5 August
2022. The Restructuring Proposal administrators have received
the preference indication forms from all Restructuring Proposal
creditors and the admitted claims have been allocated in the

following manner:

Under the terms of the Restructuring Proposal (“Option A”),
full repayment of admitted claims will be made to the Option
A creditors and the repayment date will be extended for a
period of eight years beginning from the effective date on 5
August 2022. The Company will repay the outstanding debt by
the repayment schedule of the following: In the sixth year, the
Company shall make a repayment of not less than 20% of the
remaining debt. In the seventh year, the Company shall make a
repayment of not less than 30% of the remaining debt. In the
eighth year, the Company shall repay the remaining outstanding
debt.

6.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
e MBRERMEE)

H i A R e BE A K
EREANE )

BREAWRZE &)

HEAMBAREA T R(EARR])
HEFEIEAR T IMGR 18 A2 2830 1 AR A Bt
BRAINFAEBRARBHORN : ()
ERHESERABIASL 2K
RHERABEZZHE - MERA
FIRRHERERBRASERIERA
BEREEN=02" : (b)EERBE
HEANRRRI M RE R - R(ERE L
o MEEASENBBEASR -
HEEASRBENEATRREX
Bt - BDEBRT AR L BARRF - X
SEEEMBARRE

AEBMNEAFREESE LEYSH
BB ARGERAEEZH @G - &
HHEREN2022F8 ASHEBSHEE
EMARERIE - it - EESR
MR2022F8ASHAR - EHFRER
ABWEIFTEEEFRERANEL
BTRE&  MEARNEEEETIS
A8 -

BEEAFR(TBEBEADOER - #
MEREAERAZEEEEARNER
BEHEEBHKA202248A58 4%
Wz BRERN\F - RARBIERT
SR L HEBREENES : 7
F o ARRABERNGEE T DD
20% ° FLF - ARAIAEEFIBRE
BRLN30% - FN\F - RRGEIAE
BRSBHAREEES

e

X
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
R B MR R AR ML ()

For the year ended 31 December 2025
BB 2025F 12431 H IFFZ

172

OTHER INCOME AND GAINS, NET AND GAIN
ON DEBT RESTRUCTURING (conminuED)

Gain on debt restructuring (Continued)

Under the terms of the Restructuring Proposal (“Option B"), (1)
for each creditor with a debt amount of less than RMB30,000
will be fully repaid in cash within three months from the date
of court approval of the Restructuring Proposal; (2) for creditors
with a debt amount of RMB30,000 or more, 20% of the
portion exceeding RMB30,000 (excluding the principal) will be
repaid. The Company will repay this portion in cash, based on
a 20% proportion, within three months from the date of court
approval of the restructuring plan; (3) any remaining unpaid
debts will be transferred to a designated third party, as agreed
upon by the transferring creditors. The transferring creditors
agreed to transfer their rights and interests related to the unpaid
portion of debts (including related joint guarantee rights and
other subsidiary rights) to the designated third party assigned by
Mr. Zou Gebing. Mr. Zou Gebing and the designated third party
are willing to pay 30% of the transfer amount as the purchase
price for the transferred debts. The specific payment method,
deadline, and other details will be governed by the agreement
between the creditors and Mr. Zou Gebing, and it is not within

the scope of the Restructuring Proposal.

Under the terms of the Restructuring Proposal (“Option C”), (1)
for each creditor with a debt amount of less than RMB30,000
will be fully repaid in cash within three months from the date
of court approval of the Restructuring Proposal; (2) for creditors
with a debt amount of RMB30,000 or more, 20% of the
portion exceeding RMB30,000 (excluding the principal) will be
repaid. The Company will repay this portion in cash, based on
a 20% proportion, within three months from the date of court

approval of the restructuring plan.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
B MR AR M A ()

For the year ended 31 December 2025
B2 2025F 12431 H 1FF/Z

6. OTHER INCOME AND GAINS, NET AND GAIN 6. EMUWA RIS FZELA K

ON DEBT RESTRUCTURING (conminuep)
Gain on debt restructuring (Continued)

Pursuant to the Restructuring Proposal, the liabilities of
the Restructuring Proposal, amounted to approximately
RMB54,090,000 have been discharged. Accordingly, a gain on
debt restructuring of approximately RMB54,090,000 has been
recognised for the year ended 31 December 2024.

For more details, please refer to the announcements of the
Company dated 19 January 2022, 22 April 2022, 13 May 2022
and 18 August 2022.

B EAKES®)
BEREAHWEE2)

BESEHR  SHEARNEEHA
R#54,090,0007L 2 b - Bt - &
F2024F 12 A31HILFEEBHERE
T E UL AR #54,090,0007T °

BLHBERL2EARR A A2022F
1H198 - 202244228 ~ 202245
H13B 20228 H18BHIAE °

2024
20244
RMB’000
ARETTT

Liabilities discharged pursuant to the Restructuring  iRIEEMHE T EAIERNELE -

Proposal:
Other payables and accruals HAb e RIE R ESE A 54,090
Gain on debt restructuring BB EAN 54,090
7. FINANCE COSTS 7. BLEMKZ

2025 2024
20255 20244
RMB’000 RMB’000

AR®TR ARETT

Interest on bank and other borrowings and 877 & EAbE KA MR E

loan from shareholder AFE 16,771 13,974
Default interest on bank borrowings RITERZELFE 1,885 -
Default interest on convertible loan MBRER BT E 1,363 201
Interest on convertible loan AR E FRFE 976 2,951
Interest on lease liabilities HEEEFE 1,121 2,765

22,116 19,891
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
R B MR R AR ML ()

For the year ended 31 December 2025
BB 2025F 12431 H IFFZ

LOSS BEFORE TAX

The Group’s loss before tax is arrived at after charging/

8. BRMiRIEE
RS B I B AT B VI (B

(crediting): A)THIETE
2024
20244
Notes RMB’'000
BtEE ARBFIT
Cost of inventories sold EEFERA 58,842 91,166
Provision against obsolete and slow-  FRE MI&ETF SR
moving inventories 4,004 491
Cost of sales SHEAR 62,846 91,657
Depreciation of property, plantand ~ #% - = MREITE
equipment 756 3,143
Depreciation of right-of-use assets FEREEENE 3,594 20,520
Impairment loss on property, plant Y% - WE REERE
and equipment jE518 1,296 56
Impairment loss on right-of-use assets ¥ FA# & 2= B (B &5 18 5,366 6,292
Expense relating to short-term lease AR AHER 2,732 -
Written off of property, plant and S E - BB &
equipment** By Rl 4 1,210
Auditors’ remuneration: ZHMME -
Audit services E RS 806 1,260
Employee benefit expenses (excluding & 8 @FF% (T RIEE
directors’ and ERFEBITHRAEM
chief executives remuneration): &) :
Salaries, wages and benefits in kind ¥ « TE&REWHZE 20,125 33,519
Share-based payment VARG A7 A ERERTER (265) 469
Pension scheme contributions* RONGT &I R 1,312 3,778
21,172 37,766
(Reversal of allowance for)/allowance & ZEWZBEHREE
for ECL in respect of trade Eia(BEEm)
receivables, net BETE (735) 1,192
Allowance for ECL in respect of e R EAEUGRIER
deposits and other receivables, net  FEHMZEFEIERYE
FER 1,156 1,410
Allowance for ECL in respect of FEUS EE N B IE R TE
amounts due from HEEEEEETFE
related companies, net - 58,224
Product warranty additional provision = SR {RIEFEIMEE 121 455
Loss on deregistration of a — M B A R &I EUERE
subsidiary** it EsE ** 2 -
Gain arising on fair value change of ~ $TA& R T AN AR(E
derivative financial instruments BHELNHRE = (76)
Loss on sales of raw materials** SHE RN BB 1R * - 3,317
Provision for litigation liabilities FABERE 19,276 3,000
Exchange loss/(gain)** bE 3 8518 (Mas ) 1,374 (2,508)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

e MHRRME (&)
For the year ended 31 December 2025
B2 2025F 12431 H 1FF/Z
8. LOSS BEFORE TAX (ConTINUED) 8. MRELRIEE#)
* At 31 December 2025, the Group had no forfeited contributions available * 20256128318 - AEEWEE R

to reduce its contributions to pension schemes in future years (2024: nil).

i The above items are included in “Other expenses and losses” line item
of the consolidated statement of profit or loss and other comprehensive
income.

DIRECTORS" AND CHIEF EXECUTIVE'S 9.

REMUNERATION

Directors’ and chief executive’'s remuneration for the year,
disclosed pursuant to the Listing Rules, section 383(1)(a), (b),
(c) and (f) of the Hong Kong Companies Ordinance and Part 2
of the Companies (Disclosure of Information about Benefits of

Directors) Regulation, is as follows:

R AT IR EL R R 2 AR KA B4
(20245 « &) -

= DEEBFAGEREREMEENRE
ROEMAERERIEER -

EERTFRITHAENE

REBELMRA BERRGRHNSE
383(1)(@) ~ (b) ~ () R (f)IFRA R AR] (3
BESNDERRAUF2E - AFE
EEREBTRABMEHENT

2025 2024

20254 20244

RMB’000 RMB’000

ARET T ARBT T

Fees e 1,754 1,753
Salaries, allowances and benefits in kind e RMEEYH = 3,461 3,758
Share-based payment LARR 15 B ERE R 3R 424 423
Pension scheme contribution RIRETEIHER 27 16
3,912 4,197

5,666 5,950
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
e R AR M ()

For the year ended 31 December 2025
BB 2025F 12431 H IFFZ

9. DIRECTORS’" AND CHIEF EXECUTIVE'S
REMUNERATION (continueD)

(@) Independent non-executive directors

The fees paid to independent non-executive directors

during the year were as follows:

9.

EERTETRAERME
(4)

() BUFHTES
FRXAFBILFNTEER

wWEEIIT

2025 2024

2025F 20244

RMB’'000 RMB’000

AR%TR AREBFTT

Professor Kwan Pun Fong Vincent B o 2R 192 219
Professor Lee Chack Fan FIERFHIX 192 219
Ms. Chen Jianhua PRETE 2+ 192 219
Professor Sit Wing Hang, Alfred Bk BRI 192 219
768 876
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
B MR AR M A ()

For the year ended 31 December 2025

EE2025F 12431 H I F/E
9. DIRECTORS" AND CHIEF EXECUTIVE'S

REMUNERATION (continvED)

(b) The chief executive officer, non-executive
directors and executive directors

The remuneration of each of these executive directors and

non-executive directors are set out below:

Salaries,
allowances,

and benefits

Fees in kind

=3

i RENNE
RMB'000  RMB'000
ARETR  ARMTR

9. EFENTEBITHAEH

(&

AN
vl

(b) 1THHEE - FHITESER
HITES
DERTEERFERTEES
HHBESHIMT -

Pension

Discretionary  Share-based scheme Total

bonuses payment contributions remuneration

NRHRER B

RERA

LUTES % HEER

RMB'000  RMB'000  RMB'000  RMB'000
AR®TR  ARMTR ARRTR AR®TR

Year ended BE025%
31 December 2025 12310 LLFE

Executive directors; YER !

Mr. Tse Kam Pang () Bl i) 156 1,247 - - = 1,403

Mr. Chong Tsz Ngai (i) SR 275 1,233 = 424 16 1,948

Mr. Tse Hok Kan i HEG 5 256 - - - - 256

Mr. Tse Wun Cheung (iv AAE T () 179 - - - - 179

Mr. Chan Wing Kit (v) AR W) 120 981 - - 11 1,112

986 3,461 - 04 2] 4,898

Notes: Bi%E

(i) Mr. Tse Kam Pang has resigned as the Chairman and an executive (i) B AT IR RATE
Director with effect from 25 July 2025. £ H2025F7A258BER ©

(if) Mr. Chong Tsz Ngai has been appointed as the Chairman and (if) HFBREEEZTEERRTE
ceased to be the Chief Executive Officer (the “CEO") with effect BETHEH(TTHER]) - 8
from 25 July 2025. 202547 A25 B AR ©

(i) Mr. Tse Hok Kan has been re-designated as an executive Director iy HEHLEERTANITES
with effect from 7 May 2025. E2025F5 A7 BHBERK -

(i) Mr. Tse Wun Cheung has been appointed as an executive Director (v HRELEEEZERNITES -
with effect from 7 May 2025. BH2025F5 A7 BBERK °

(v) Mr. Chan Wing Kit has been appointed as an executive Director (v) KGR EREERITEER

and the CEO with effect from 25 July 2025.

TS, » 820257 258
KR e
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For the year ended 31 December 2025
BB 2025F 12431 H IFFZ

DIRECTORS" AND CHIEF EXECUTIVE'S
REMUNERATION (continueD)

(b) The chief executive officer, non-executive

9. EENTETHAEM
(4)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
e R AR M ()

AN
vl

(b) 1THARE - FHTESK

directors and executive directors (Continued) HITES(S)
Salaries,
allowances, Pension
and benefits ~ Discretionary  Share-based scheme Total
Fees inkind bonuses payment  contributions  remuneration
e 2 MR BER RIRGHE
we  REDFE  BERL LolRpA 3 HesE
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETL  ARETRT  ARETT  ARETR ARETT  ARETR
Year ended BZ04E
31 December 2024 NANBLEE
Executive directors: BES:
Mr. Zou Gebing () PHRELE() 6 297 - - - 303
Mr. Chong Tsz Ngai Sy v
(Chief Executive Officer) (774%) 274 1,269 - 423 16 1982
Mr. Tse Kam Pang Fili] i 274 2,192 - - - 2,466
554 3,758 - 03 16 4751
Non-executive directors: FHTES
Mr. Tse Hok Kan HEYEE 219 - - - - 219
Ms. Wu Xiangfei (i SRR L) 104 - - - - 104
303 - - - - 33
Notes: FI3E -
(i) Mr. Zou Gebing resigned as executive director on 8 January 2024. (i) PAR AR 202451 ASHBHT
WITES -
(ii) Ms. Wu Xiangfei was removed as non-executive director on 21 (ii) Sm Mz £ 202456 421 B

June 2024.
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10. FIVE HIGHEST PAID EMPLOYEES

For the year ended 31 December 2025
B2 2025F 12431 H 1FF/Z

The five highest paid employees during the year included
3 directors (2024: 2), details of whose remuneration are set out
in note 9 above. Details of the remuneration of the five highest
paid employees are as follows:

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
B MR AR M A ()

10. hEme#EE

FRARAEEaTEERIE=4(2024
F-WMB)ES BHEHSHOFEE
HN EXHFI  ARBEHEEN
FEBET

2025 2024

20254 20244

RMB’'000 RMB’'000

AR¥T T AREF T

Fees we 550 548
Salaries, allowances and benefits in kind e EERREYFE 5,399 5,731
Share-based payment VARG (7 R ERERIRTER 159 638
Pension scheme contributions RIRETEIfER 44 33
6,152 7,000

The number of highest paid employees whose remuneration fell
within the following bands is as follows:

HENF T EENRSFEEHRE
L

Nil to HK$ 1,000,000 £%1,000,000/8 7T 1 2
HK$1,000,001 to HK$1,500,000  1,000,001&7CZ 1,500,000/ 7T 2 1
HK$1,500,001 to HK$2,000,000 1,500,001 22,000,000/ 7T 1 -
HK$2,000,001 to HK$2,500,000 2,000,001 22,500,000/ 7T 1 1
HK$2,500,001 to HK$3,000,000  2,500,001&7C 23,000,000/ 7T - 1

5 5

During the year ended 31 December 2025, there was no
arrangement under which the directors, chief executive officer
or five highest paid employees of the Company waived or
agreed to waive any remuneration (2024: nil).

During the year ended 31 December 2025, no emoluments have
been paid by the Group to any of the director, chief executive
officer or five highest paid employees as an inducement to join
or upon joining the Group as compensation for loss of office
(2024: nil).

REE2025F 12 A31HIEFE - #
B|EMES  THRARIARE RS
EmyiE BB MR R BT E E R
SLZHE(20245F - &) -

REE2025F 12 A31HIEFE - K
SEHSERTANES  TREHKE
HRmEFEEXNMALREE 2 5E)
DB E (20244F « &) o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
R B MR R AR ML ()

For the year ended 31 December 2025

B ZE2025%¢ 1231 HIFFE/E
11. INCOME TAX CREDIT 1. ISR ER

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

Under the two-tiered profits tax rates regime of Hong Kong
Profits Tax, the first HK$2 million of profits of the qualifying
group entity will be taxed at 8.25%, and profits above HK$2
million will be taxed at 16.5%. The profits of group entities
not qualifying for the two-tiered profits tax rates regime will
continue to be taxed at a flat rate of 16.5%. Accordingly,
the Hong Kong Profits Tax of the qualifying group entity is
calculated at 8.25% on the first HK$2 million of the estimated
assessable profits and at 16.5% on the estimated assessable
profits above HK$2 million.

PRC subsidiaries are subject to the PRC Enterprise Income Tax at
25% during the year (2024: 25%).

Taxation in other jurisdictions are calculated at the rates
prevailing in the respective jurisdictions.

No provision for tax has been made as no assessable profit arose
during the years ended 31 December 2025 and 2024.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
B MR AR M A ()

For the year ended 31 December 2025
B2 2025F 12431 H 1FF/Z

11. INCOME TAX CREDIT (conminueD)

1. FIEHE R @)

2025 2024
2025 20244
RMB’000 RMB’000
ARBT T AR¥BFIT

Current — Hong Kong BB — &
— Over-provision in prior year — B FEBERE = (66)
Tax credit for the year FRTIRE R = (66)

A reconciliation of the tax credit applicable to loss before tax at
the statutory rates for the jurisdictions in which the majority of
the Company’s subsidiaries are domiciled to the tax credit at the
Group's effective tax rate is as follows:

BARRARERD KB A R MK LA
ERERHDEER R E R ATE 1R
EARBIRE S B AR B ERR R
SHEMBIRERERAT

2025 2024

20254 20244

RMB’000 RMB’000

AR%T T AREBFT

Loss before tax BT B 518 (88,347) (88,643)
Tax calculated at domestic tax rates REBRVERER &N E AR

applicable to profit in the respective ARG EATIE

jurisdiction (18,609) (14,251)
Adjustments in respect of current tax of BT AR R BT TE ) A R

previous periods - (66)

Expenses not deductible for tax purpose TR 10,462 19,216

Income not taxable for tax purpose EE AN (1,184) (14,377)

Tax losses not recognised REERTIEE R 9,331 9,412

Tax credit for the year FATIEE R = (66)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

e

BA RS R AL (48D

For the year ended 31 December 2025
BB 2025F 12431 H IFFZ

11.

12.

13.

182

INCOME TAX CREDIT (continueD)

The weighted average applicable tax rate was 21.1% (2024:
16.1%). The change in the weighted average applicable tax
rate was caused by a change in the profitability of certain

subsidiaries of the Company in the respective jurisdictions.

DIVIDEND

The board of directors did not recommend the payment of
dividend for the year ended 31 December 2025 (2024: nil).

LOSS PER SHARE ATTRIBUTABLE TO OWNERS
OF THE COMPANY

The calculation of basic loss per share amount for the year
ended 31 December 2025 was based on the loss for the year
attributable to owners of the Company of approximately
RMB87,152,000 (2024: RMB87,656,000), and the weighted
average number of ordinary shares of 3,108,161,000 after
excluding treasury shares (2024: 2,674,188,000) in issue during
the year.

The weighted average number of ordinary shares for the
purpose of calculating basic loss per share for the year ended 31
December 2025 has been adjusted for the effects of placing of
shares completed on 19 March 2025.

The computation of diluted loss per share does not assume the
conversion of the Company’s outstanding convertible loan since
their assumed exercise would result in a decrease in loss per

share for both years.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

e SRR M ()

For the year ended 31 December 2025

EE2025F 12431 H I F/E

14. PROPERTY, PLANT AND EQUIPMENT

14. Y% - BE M&E

Furniture,
fixtures and
Leasehold Plant and office Motor  Construction
improvements ~ machinery  equipment vehicles in progress Total
g BER  BE &R
nxEB BE  RBORG AE HEIR gt
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
AEETR ARtz  ARMTr  ARETR  ARMTn  ARMTR
31 December 2025 2255128318
At 1 January 2025 202551A17
Cost A 6,235 13993 6,462 1416 944 29,050
Accumulated depreciation and SETERAE
impairment (5,963) (13,071) (6,247) (1,224) (944) (27,449)
Net carrying amount HEHE m 0 25 192 - 1,601
At 1 January 2025, net of accumulated 520251718+ IR E5f
depreciation and impairment TERAE m n 215 192 - 1,601
Additions hE 46 692 B - - 811
Disposal He& = (338) (15) = = (353)
Depreciation charge TERX @n) (282) (122) (75) - (756)
Impairment e (40) (994) (147) (115) - (1,29)
Written-off i - - U] - = @)
Exchange realignment EH AR (1) = = @) = @)
At31 December 2025, net of 120255128318 - 1R
accumulated depreciation and ZHTERREE
impairment = = = = = =
At 31 December 2025: R2025F127318
Cost R 6,176 14,373 6,499 1412 944 29,404
Accumulated depreciation and ZEITERAE
impairment (6,176) (14373) (6,499) (1412) (944) (29,404)
Net carying amount REFE - - - - = =
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
e R AR M ()

For the year ended 31 December 2025

B E2025F 12431 H I F/E

14. PROPERTY, PLANT AND EQUIPMENT

14. Y% ~ W& M&EE)

(CONTINUED)
Furniture,
fixtures and
LeaseNold Plant and office Motor  Construction
improvements machinery  equipment vehicles in progress Total
HE Rk &R
EE BE  RERR e EEIR ;
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT  AREfR  ARETR  AREBTT  AREfRT  ARETR
31 December 2024 24E12A31H
At 1 January 2024 R202451A17
Cost A 18,115 14582 12,864 1,328 944 47833
Accumulated depreciation and SETERAE
impairment (14,162) (13,167) (12,530) (1,228 (944) (42,031)
Net carrying amount HEHE 3953 1415 34 100 - 5,802
At 1 January 2024, net of accumulated 5202451718 IR E5f
depreciation and impairment TERAE 3953 1415 34 100 - 5,802
Additions hE 297 278 82 179 - 836
Disposal He& - (618) (25) () - (644)
Depreciation charge TERY (2,785) (146) (161) (51) - (3,143)
Impairment JoAEl (56) - - - - (56)
Written-off i (1,150 ©) (16) 35) - (1,210)
Exchange realignment B 13 2 1 - - 16
At31 December 2024, net of 20245128318 - 11
accumulated depreciation and ZHTERAEE
impairment mn Y 215 192 - 1,601
At 31 December 2024: R04E12A318
Cost A 6,235 13,993 6,462 1416 944 29,050
Accumulated depreciation and ZEITERAE
impairment (5,963) (13,071) (6,247) (1,24) (944) (27.449)
Net carrying amount EEE m 0 215 192 - 1,601
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
e MBRERMEE)

For the year ended 31 December 2025
B2 2025F 12431 H 1FF/Z

14. PROPERTY, PLANT AND EQUIPMENT 14. M2 BB M&iE @)

(CONTINUED)

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

During the year ended 31 December 2025, in view of the
continuing operating loss of retail segment and manufacturing
segment, the management of the Group concluded that there
was indication for impairment on property, plant and equipment
and right-of-use assets with carrying amount of RMB1,296,000
(2024: RMB56,000) and RMB5,366,000 (2024: RMB6,292,000)
(Note 15) respectively. The Group estimates the recoverable
amount of each of retail segment and manufacturing segment
to which the assets belong when it is not possible to estimate
their recoverable amount individually, including allocation of
corporate assets when reasonable and consistent basis can be
established.

The recoverable amounts of the retail segment and
manufacturing segment were based on the value in use
calculation. The calculation uses cash flow projections based on
financial budgets approved by the directors of the Company
covering a five-year period, and pre-tax discount rate of
14.37%. Other key assumption for the value in use calculation
relates to the estimation of cash flows which include budgeted
sales, such estimation is based on the CGUs’ past performance
and the directors’ expectations for the market development.
As at 31 December 2025, the recoverable amounts of retail
segment and manufacturing segment are nil. Accordingly, the
Group recognised impairment loss of RMB1,296,000 (2024:
RMB56,000) and RMB5,366,000 (2024: RMB6,292,000)
on property, plant and equipment and right-of-use assets
respectively.

M3 - RS R s UA R fiE P
BEZREE

HE2025F 128318 IHFE » ER1
TESHREED B FHERBLEE
B AKBEEEERE  BEHEDR
B AN RH1,296,0007T (20245 = A
R #56,0007T) & A R #5,366,0007T
(20244 : AR¥6,292,00070) 5%
¥ BWEERRBURERAESE KM
FE15) IR E R o 8 @ B
FTEEMAINE £ - AEESEE
ZEEEFMBNZENHBREEDS
e SRE - BIEFERYAER
—BH D IEER - HEEAFIEE °

77

i

TESEREED BRI UKESEETY
BEEREEFTEMEE - &t E
RERARRAIESIE 2 TFHIG
FEEMRSRETER  LAR1437%
BAIRLIRE - S EFAEENEM
BRBZFMBRSREMGT  BFE
FREEERE  ZEADERRSE
EEMHNBARRERESHMSEE
RITEHER - ®W2025F 12 A31H - T
DEREESBOHATRELES A
T Bt AEEDRIBME - BKE
REEAREREEERRRERRE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
R B MR R AR ML ()

For the year ended 31 December 2025
BB 2025F 12431 H IFFZ

15. RIGHT-OF-USE ASSETS

15. FR#ESE

Leased

properties

HEWSE

RMB’000

AREBFT

As at 1 January 2024 R2024F1A1H 35,628
Additions NE 24,737
Depreciation charge during the year (note 8) FRITEER(MES) (20,520)
Termination 4k (11,179)
Impairment B (6,292)
Exchange realignment M 5, 8 B 415
As at 31 December 2024 and as at 1 January 2025 72024512 A31H 20251 H18 22,789
Additions NE 466
Depreciation charge during the year (note 8) FRFEER (Ms) (3,594)
Termination 1k (14,025)
Modification &3] (125)
Impairment A (5,366)
Exchange realignment bE H (145)
As at 31 December 2025 72025612 831H -

Lease liabilities of approximately RMB6,387,000 (2024:
approximately RMB30,549,000) are recognised with
related right-of-use assets of approximately RMBnil (2024:
approximately RMB22,789,000) as at 31 December 2025. 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.

MYERM ©
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

=)

BA RS R AL ()

For the year ended 31 December 2025
B2 2025F 12431 H 1FF/Z

15.

16.

RIGHT-OF-USE ASSETS (continuED)

Details of total cash outflow of leases are set out in the

consolidated cash flow statements.

During the year ended 31 December 2025, the Group leased
properties for own use. Lease contracts are entered into for
fixed term of two to five years (2024: three to five years). Lease
terms are negotiated on an individual basis and contain a wide
range of different terms and conditions. In determining the
lease term and assessing the length of the non-cancellable
period, the Group applies the definition of a contract and
determines the period for which the contract is enforceable.

For the details of impairment assessment on right-of-use assets,

please refer to note 14.

15. FRESE@®)

HENRSRLABEFRANGRAR
TMERK

REE2025F 12 A31HIEFE - &
EEEEMEEER HEESHON
EEFHAERAF(2024F : =&
HEF) - MEKRIEM@BIER 15
B UEEEETRAGER RGN
A E A RGN AR E A &
B AEBEAAGHNNERLET
BHITAHIBITHEAR o

BRAEREEERENENFE &
214

INVENTORIES 16. 7 &
2025 2024
20254 20244
RMB’000 RMB’000
AR®T T AREFIT
Raw materials EAE 2,186 4,958
Work in progress M = 1,098
Finished goods KM 2,220 12,975
4,406 19,031
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

BTSRRI ()

For the year ended 31 December 2025

B E2025F 12431 H I F/E
17. TRADE RECEIVABLES 17. B 5 EWFIE
2025 2024
20254 20244
RMB’000 RMB’000
AR¥T T AREFIT
Trade receivables from third parties REFE=FTHE ZEUGRIA 40,230 53,890
Less: allowance for ECL B TBHEE R IE R (35,677) (37,156)
4,553 16,734

The Group's trading terms with its customers are mainly on
credit. The credit period for customers of the manufacturing
segment is generally one to two months, extending up to
three to four months for major customers, the credit period for
customers of the retail segment is within one month. The Group
does not hold any collateral over its trade receivables balances.

Trade receivables are non-interest bearing.

An ageing analysis of trade receivables as at the end of the
reporting period, based on the invoice date and net of provision,

BEEEFHNESRMAEER
Eﬁﬁﬁ%ﬁmfgﬁ mE—
MER - TBEFHEEHERE
RZ=ZZMEA - MEESMBELH
EHRS—EAR - REBELEFL
LE 5K IRE S EMER
- BRRBFIBR/TEES

D‘MEITWWHHH-F%

RAREIR - 1R R BRI
B27E 5 RUGRIAN R 2 AT 10

=

is as follows: N
2025 2024
20254 20244
RMB’000 RMB’'000
AR¥T T AREFIT
Within 3 months 3EAR 3,832 9,857
4 to 6 months 4Z=61E A 643 5,023
7 to 12 months 7212184 78 1,854
4,553 16,734

Details of the ECL assessment are set out in note 35.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

e SRR M ()

For the year ended 31 December 2025

B2 2025%F 12431 HILFE
18. PREPAYMENTS, DEPOSITS AND OTHER 18. TARNTIE ~ & L HAME
RECEIVABLES Wk IB
2024
20244
RMB’000 RMB’000
AR®T T AREFIT
Advances to suppliers TEHEERE IR 2,345 2,163
Other prepayments HATAIFRIR 1,017 2,949
Deposits and other receivables e RHEMEWREIE 5,597 7,858
8,959 12,970
Details of the ECL assessment are set out in note 35. BB EERBETENF BRI

FE35 °
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
R B MR R AR ML ()

For the year ended 31 December 2025
BB 2025F 12431 H IFFZ

19. CASH AND CASH EQUIVALENTS, PLEDGED

BANK DEPOSITS AND RESTRICTED BANK
BALANCES

19. RENMELHEY B

HERITIF R M PR FIERTT
REER

2025 2024

20255 20244

RMB’'000 RMB’'000

ARMT T AREF T

Cash and bank balances B MIRTTH 4,374 4,185
Less: pledged bank deposits B BEIRRI TR (21) 21)
restricted bank balances SRRFIERTTAE R (1,183) (165)

Cash and cash equivalents BeMReEED 3,170 3,999

Cash and bank balances denominated in:  IR& RERITASRIZA T EEE
FHE :

RMB AR 1,287 1,219
Hong Kong dollars (“HK$") B (lEx]) 2,808 1,145
uss$ e 279 1,681
British Pound RS —* 140
4,374 4,185

As at the end of the reporting period, the cash and cash
equivalents denominated in RMB amounted to approximately
RMB1,287,000 (2024: approximately RMB1,219,000). RMB
is not freely convertible into other currencies, however, under
Mainland China’s Foreign Exchange Control Regulations and
Administration of Settlement, Sale and Payment of Foreign
Exchange Regulations, the Group is permitted to exchange
RMB for other currencies through banks authorised to conduct
foreign exchange business.

Cash at banks earns interest at floating rates based on daily
bank deposit rates. The bank balances are deposited with

creditworthy banks with no recent history of default.

Details of ECL assessment are set out in note 35.

* The amount is less than RMB1,000.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

e SRR M ()

For the year ended 31 December 2025
B2 2025F 12431 H 1FF/Z

20. TRADE PAYABLES

20. B S ENF0E

2025 2024

2025 20244

RMB’000 RMB’000

AR¥ET T AR¥BFIT

Trade payables to third parties ERE=FE I8 28,872
An ageing analysis of the trade payables as at the end of the RI|EHR - RERBH2INES

reporting period, based on the invoice date, is as follows: FERTRIEMEREE ST T

2025 2024

2025F 20244

RMB’000 RMB’000

ARBTF T AREBFIT

Within 1 month 116 A A 1,564 8,686

1 to 3 months 1Z=31EA8 1,097 3,006

4 to 6 months 4Z61{E A 2,728 737

Over 6 months Faim61E A 24,005 16,443

29,394 28,872

The trade payables are non-interest-bearing. Trade payables are

normally settled on terms of 30 to 180 days.

ZEHEMNZTBAETE - EFENK
EREN30E180F N4EHE o

EEERE

7T
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
R B MR R AR ML ()

For the year ended 31 December 2025
BB 2025F 12431 H IFFZ

21. OTHER PAYABLES AND ACCRUALS/
CONTRACT LIABILITIES

192

| EA AR O B

B/ anaE

2025 2024

2025 20244

RMB’'000 RMB’000

AR%TR AREBFT

Interest payables (Note (i) FEREFLS (BIREG)) 19,336 3,115
Payables to landlords (Note (ii)) JE A5 2 = R (B () 33,129 23,437
Other payables (Note (iii)) o Ath A~ 3R IE (B =E(Gii)) 7,286 5,371
Provision on litigation liabilities (Note 32)  #FFAB (EREAS (Bi5E32) 19,276 3,000
Accruals FEETE A 3,775 5,256
82,802 40,179

Contract liabilities (Note (iv)) A #aE(EEEGy) 2,907 3,356

Notes:

(i)

(iif)

(iv)

Included in interest payables are default interest payables relating to bank
borrowings of certain subsidiaries established in the PRC, amounting to
RMB1,885,000 (2024: Nil).

Included in interest payables are interest payables relating to loan from
shareholder of amounting to RMB6,963,000 (2024: RMB603,000).

Payables to landlords represent rent and rate payables, management
fee payables, reinstatement cost payables and penalties arising from late
payments in respect of retail shop leases in Hong Kong and office leases in
the PRC.

Included in other payables relating to amount due to a director, amounting
to RMB2,160,000 (2024: Nil).

Contract liabilities represent contract amounts received in advance of
delivery of goods, which are expected to be settled within one year. The
entire amount of contract liabilities at the beginning of the year were
recognised as revenue during the current year.

As at 1 January 2024, contract liabilities amounted to
approximately RMB7,210,000.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
B MR AR M A ()

For the year ended 31 December 2025

EE2025F 12431 H I F/E
22. LEASE LIABILITIES 22. HEAR&E
As at 31 December 2025 As at 31 December 2024
20255128311 2024124318
Present Present
value of Total value of Total
the minimum minimum the minimum minimum
lease lease lease lease
payments payments payments payments
RIEHE REHE ®EHE ®EHE
HRAE E S RFHAE AREsE
RMB’'000 RMB'000 RMB'000 RMB’000
ARETR ARETR AREF T AREFTT
Within 1 year 1FR 3,025 3,479 11,406 13,248
After 1 year but within 2 years 1226R 2,358 2,472 6,794 7,909
After 2 years but within 5 years 2E5F R 1,004 1,051 12,349 13,282
3,362 3,523 19,143 21,191
6,387 7,002 30,549 34,439
Less: total future interest expenses i 1 ARIRF| S BT B5H (615) (3,890)
Present value of lease obligations T EAJERE 6,387 30,549
The incremental borrowing rates applied to lease liabilities range BERARNHEABMNIZERRFEN
from 5.41% to 14.30% (2024: range from 6.25% to 14.30%). F541% £ 14.30% (2024 4F « N F

6.25%%14.30%) ©
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
e R AR M ()

For the year ended 31 December 2025
BB 2025F 12431 H IFFZ

22. LEASE LIABILITIES (continuED)

Analysed for reporting purposes as:

22. HEEGB®

BEREBHONAT

2025 2024

2025 20244

RMB’'000 RMB’000

AR%TR AREBFT

Current liabilities mEaE 3,025 11,406
Non-current liabilities JEMBBE 3,362 19,143
6,387 30,549

23. AMOUNTS DUE TO RELATED COMPANIES

The related companies to whom these amounts are due to are
controlled by Mr. Zou Gebing, a substantial shareholder of the
Company who indirectly holds 20.20% of shareholding interests
in the Company during the years ended 31 December 2025 and
2024. The amounts due to related companies are unsecured,

interest-free and repayable on demand.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

e SRR M ()

For the year ended 31 December 2025

EE2025F 12431 H I F/E

24,

INTEREST-BEARING BANK AND OTHER 24. FHERITREMBER
BORROWINGS/LOAN FROM SHAREHOLDER IRERE
2025 2024
20255 20245
Effective Effective
interest rate  Maturity AUEHO0US  interest rate Maturity RMB'000
BERAZE I ARET T ERAE 3 ARETTT
Current - secured - HEA
Bank loans (Note (a)) FTER(MEER) 4.2%-58%  2030-2031 68,485 6.61% 2024 14,790
Current-unsecured B - SR A
Other borrowings (Note (b))~ EAtfE X (FizH(b) - - - 8.0%  2024-2025 63,452
Loan from shareholder REEZ (W) 6.0%  2024-2026 15479 6.0%-8.0%  2024-2025 118,675
(Note (c))
Non-current - secured FEVE-BER
Bank loans FITER - - - 5.0%-65% 2031 53,696
Non-current - unsecured  JFE1H— EiE 19
Other borrowings (Note (b)) E-fir &7t (BizE(b) 8.0%  2027-2029 53,048 - - -
237,012 250,613
2025 2024
20255 20244
RMB’000 RMB’000
AR®T T ARBTT
Analysed into: AITRLATEIA
Bank and other borrowings and loan from R —F Nz IZERKEER
shareholder repayable within one year or 877 R EH &K
on demand LA&HX%E* 183,964 196,917
Bank and other borrowings and loan from —FLEEENRITR
shareholder repayable over one year E’rﬂﬂa FUARIRRE K 53,048 53,696
237,012 250,613

EEEX

AR AR 2025 Fi5f
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For the year ended 31 December 2025
BB 2025F 12431 H IFFZ

24. INTEREST-BEARING BANK AND OTHER
BORROWINGS/LOAN FROM SHAREHOLDER
(CONTINUED)

Notes:

(a)

As at 31 December 2025 and 2024, the Group's secured bank loans are
secured by:

(i) pledges of properties provided by Morris Group Co., Ltd (“Morris
PRC") and Zhejiang Murong Shijia Real Estate Co, Ltd (“Shijia Real
Estate”), companies controlled by Mr. Zou Gebing;

(ii) pledges of properties provided by Mr. Zou Gebing and Ms. Wu
Xiangfei;

(iii)

personal guarantee provided by Mr. Zou Gebing;
(iv) corporate guarantees provided by Morris PRC, Shijia Real
Estate, the Company, certain subsidiaries of the Group and an
independent third party; and

(v) corporate guarantee provided by Regal Partners Holdings Limited.

During the year ended 31 December 2025, a subsidiary of the Company
established in the PRC defaulted on the payment of interest in respect
of bank loans with an aggregate principal amount of RMB68,485,000.
Pursuant to the loan agreements, the principal amounts of the bank
loans became immediately repayable upon failure of interest payments.
Accordingly, the bank loans have been classified as current liabilities as at
31 December 2025.

As at 31 December 2025, an amount of approximately RMB53,048,000
(2024: RMB63,452,000) represented unsecured loans from third-party
lenders and bearing interest at 8% per annum (2024: 8%). During the
year ended 31 December 2025, the Group entered into supplemental
agreements with the lenders to extend the loan maturity dates by two
years and to waive the repayable on demand clause.

As at 31 December 2025, an amount of approximately RMB115,479,000
(2024: RMB63,452,000) represented loan from Mr. Tse Kam Pang, a
substantial shareholder of the Company, which were unsecured and
bearing interest at 6% (2024: 6% to 8%) and repayable on demand.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

e SRR M ()

For the year ended 31 December 2025
B2 2025F 12431 H 1FF/Z

24. INTEREST-BEARING BANK AND OTHER 24. T RRITREMBER
BORROWINGS/LOAN FROM SHAREHOLDER IRERE R #)
(CONTINUED)
Notes: (Continued) BMisE : (&)
(d)  The Group's bank and other borrowings and loan from shareholder were d  AEENRTREMERARBRRER
denominated in the following currencies: RTFEEEE -
2025 2024
20254 20244
RMB'000 RMB000
AR¥T T AREBFIT
RMB NS 116,504 129,065
HK$ BT 120,508 121,548
237,012 250,613
25. WARRANTY PROVISION 25. {RIERE
2025 2024
2025%F 20244
RMB’000 RMB’'000
AR¥T T ARBT T
At the beginning of year F4 459 943
Additional provision (note 8) FEOME A (M15E8) 121 455
Amount utilised during the year FREERAFKIEAE (457) (950)
Exchange realignment HE 5, 8 B (4) 11
At the end of year FR 119 459
The Group provides one-year warranties to certain customers rEBRETEPEH-—FHNERR
on its products, under which faulty products are repaired or BRI « BRIt B RIEME RISESLE
replaced. The amount of the provision for the warranties is B E - RIEBHSHERBEHEENR
estimated based on sales volumes and past experience of the BRI SR BRI HEITEE - A&
level of repairs and returns. The estimation basis is reviewed on B Em e EEE - WERELY
an ongoing basis and revised where appropriate. EHIE

EEERERABR AT 2025 F3F 197
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For the year ended 31 December 2025
BB 2025F 12431 H IFFZ

26. CONVERTIBLE LOAN/DERIVATIVE FINANCIAL 26, AJHBalEER T4 SR/ T

INSTRUMENTS

Convertible loan

B

RS

AR ERK

2025 2024
2025F 20244
RMB’'000 RMB’000
AR%TR AREBFTT
Liability component of the Convertible loan RIS ERE & &350 29,325 29,833
Analysed for reporting purpose as: MEmAHSFTAT
2025 2024
20255 20244
RMB’'000 RMB’000
AR%TR ARBFIT
Liability component of the Convertible loan: A& E R EEED
Current liabilities mEaE 29,325 29,833
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
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For the year ended 31 December 2025
B2 2025F 12431 H 1FF/Z

26. CONVERTIBLE LOAN/DERIVATIVE FINANCIAL

INSTRUMENTS (conmivuep)

Convertible loan (Continued)

On 21 December 2022, the Company entered into a
amendment agreement to amend the principal terms and
conditions of the original convertible loan, pursuant to which
International Finance Corporation (“IFC”) agreed to lend, and
the Company agreed to borrow, the convertible loan in an
outstanding principal amount of approximately HK$73,439,000
(the “Convertible Loan”). IFC has the right to convert all or
any part of the outstanding principal amount of the Convertible
Loan into shares of the Company at an initial conversion price
of HK$2.22 per conversion share (subject to adjustments as
set out in the Convertible Loan Agreement). The outstanding
principal of the Convertible Loan bears interest at a rate of
2.75% per annum above one month HIBOR. Interest period of
the Convertible Loan shall be a period of one month in each
case beginning on an interest payment date and ending on the
day immediately before the next following interest payment
date.

Subject to the rescheduled repayment instalment, the
rescheduled maturity date is 28 June 2025 (the "Maturity
Date”) together with the accumulated redemption premium
amounted to approximately HK$2,192,000.

The convertible loan is secured by a pledge over land use rights
in Cambodia provided by a then subsidiary of the Company.

During the year ended 31 December 2024, the Company
defaulted in repayment of principal amount of approximately
HK$17,482,000.

On 23 September 2024, IFC assigned all its rights, interests and
obligations under the Convertible Loan to an independent third

party.

During the year ended 31 December 2025, the Company
defaulted in repayment of principal amount of convertible
loan of approximately HK$32,466,970 and default interest of
approximately HK$1,478,000 was recognised in the profit of
loss and other comprehensive income during the year ended 31
December 2025.

26. AHARRER TTHE SR LT

H®)
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BAR([EBRSEAT ) RAEHE
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73,439,000 TR AT AR B F ([ AT
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BN 2. 228 TR W ER A AR B S 2
B AEF D AT IR E R EEAS
BREZIARL AN B AR 1D (P AR 1B AT #R AR
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R—EABEBRITAERE)FTE °
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&t S BERRI—H Lk ©

RIBSEFTNDHER  EF12HAA
2025F6 A28 ([EIHRA &R Rt
EORESEEA/A2,192,000/8 7T °

AR B 3 P A 20 A B — R A
R IR B RIS TR+ o R A0
RS -

HE2024F 12 A31BIEFE » AR
BIHER(BIEANE#717,482,000 BT °

M202459A23H - BEIES /A TG
HR e ER TR AER -« Ex
REBREETBIE=F -

REE2025F12A31HIEFE » K
NAIREEEBENTBRBRERASEL
32,466,970 + MUREIZ=20254 12
A31BLEFEERER REMEZEK
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For the year ended 31 December 2025

B E2025F 12431 H I F/E

26. CONVERTIBLE LOAN/DERIVATIVE FINANCIAL

INSTRUMENTS (conminueD)

Convertible loan (Continued)

The Convertible Loan recognised in the consolidated statement
of financial position of the Group is bifurcated into two
components for accounting purpose, namely the liability

26. AJ#Af
Hg)

LEsE, s
REZ 1T

ABRIRER )

NN SE
RE

=)

T

B ISR MR A A 2
RMEEEtED - aER

D ROTER D - NG HENZE

component and the derivative component, and the movements DEEINT -
of these components during the reporting period are as follows:
Liability
component Derivative
of Convertible financial
Loan instrument Total
GE:3
&R g3
BEHD SRIA st
RMB'000 RMB'000 RMB'000
ARBTT ARBFT ARBFT
As at 1 January 2024 202451718 40,054 75 40,129
Repayment of Convertible Loan ERTARER (9,942) - (9,942)
Amortisation of liability componentof AR EREBHHMEE
the Convertible Loan 570 - 570
Accrual interest JEsHFIR (1,605) - (1,605)
Fair value change AREZE - (76) (76)
Exchange difference PR E 756 1 757
As at 31 December 2024 and 20245 12A318 &
1 January 2025 20251818 29,833 - 29,833
Exchange difference R EE (508) - (508)
As at 31 December 2025 202512 A31R 29,325 - 29,325
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For the year ended 31 December 2025
B2 2025F 12431 H 1FF/Z

27. SHARE CAPITAL

27. B

2025 2024
20254 20244
US$'000 RMB'000 US$'000 RMB'000
ST AR¥TT FET AREFT
Equivalent Equivalent
£ %(g
Authorised: ETE
10,000,000,000 ordinary shares 10,000,000,000/% &
of US$0.001 each (2024 AR EIE0.0013 LA
10,000,000,000 ordinary shares of &A% (2024
US$0.001 each) 10,000,000,0008% &%
EB0.001E TR LB
’) 10,000 10,000
Issued and fully paid: BEITRAR :
3,300,000,000 ordinary shares 3,300,000,000/% &M%
of US$0.001 each (2024: {E0.0013TH)
2,750,000,000 ordinary shares of %3k (20244 :
US$0.001 each) 2,750,000,0008% &%
1B0.001 XA EER) 3,300 23,156 2,750 19,212
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28.

202

RESERVES 28. 1B
The amounts of the Group’s reserves and the movements TEBRAEERBAFENHER
therein for the current and prior years are presented in the BHHBE2INGaRREHEK -

consolidated statement of changes in equity.

(i) Share premium (i)

Under the Companies Law (Revised) Chapter 22 of
the Cayman Islands, share premium of the Company
is available for paying distributions and dividends to
shareholders subject to the provisions of its Memorandum
and Articles of Association and provided that immediately
following the distributions or dividend payments, the
Company is able to pay its debts as they fall due in the

ordinary course of business.

(i) Treasury shares (i)

As at 31 December 2025, 75,812,000 (2024: 75,812,000)
ordinary shares acquired under the Award Scheme
(as defined below) were deem to be held in treasury,
representing 2.30% of the shares in issue as at 31
December 2025 (2024: 2.76%). The nominal value of
shares held in treasury was approximately RMB8,992,000
(2024: RMB8,992,000).

(iii) Exchange fluctuation reserve (iii)

The exchange fluctuation reserve comprises all relevant
exchange differences arising from the translation of the
financial statements of the Company and subsidiaries with
functional currencies other than RMB.
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For the year ended 31 December 2025
B2 2025F 12431 H 1FF/Z

28. RESERVES (conmivueD)

(iv)

(v)

(vi)

Reserve funds

The transfers from retained profits to the reserve funds
were made in accordance with the relevant PRC rules
and regulations and the articles of association of the
Company'’s subsidiaries established in the PRC.

Other reserve

Other reserve represents the merge effect for acquisition
of additional equity interest in subsidiaries without the
overall change in the control in that subsidiaries and
surplus of investment in subsidiaries before the merging.

Share award scheme reserve

The restricted share award scheme (the “Award
Scheme”) was adopted by the Board on 29 August 2019
(the “Adoption Date").

The specific objectives of the Award Scheme are: (1) to
provide the Selected Participants (as defined below) with
an opportunity to acquire a proprietary interest in the
Group; (2) to encourage and retain such individuals to
work with the Group; (3) to provide additional incentive
for Selected Participants to achieve performance goals
with a view to achieve the objectives of increasing the
value of the Group; and (4) to align the interests of the
Selected Participants directly to the shareholders through
ownership of shares, dividends and other distributions
paid on shares and/or the increase in the value of the
shares.

28. f#EE )

(iv)

(v)

(vi)

HEESE

WRIZA B BIAR R BOR R A K
AR B BRCSZ RO KB A R
H AR S A2 AN A AS 4R B e M
BRRER -

Hftuf# s
HoAth 58 75 15 M B I B 2 R BB S
BN EHEE  MAEEHZ

1 22 0 0 20 4 T 2 B
I BB 2 ) 09 R YR A
£ -

Bt S Bhat Bl

BEEEMN2019F8AHA298 (K
B HE ) ERANBR B R 1 B2
BEICE3 G5 DE

RBralmEBRIER - ()A
BESEEZE(EELTORMH
ESAEEMERESIHE
QBB ZEALTHEAE
BT QRET2EERM;
BINHBAEBREMBRE - U
BEREMAKEEENER
K@)@BRm B - BB
9 S A B EL 90 Ik B, S B
EENEN  FRESEE
O s B IR R AR — B -

EEERERABR AT 2025 F3F 203



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
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For the year ended 31 December 2025
BB 2025F 12431 H IFFZ

28. RESERVES (conmivueD)

(vi) Share award scheme reserve (Continued)

The board may, from time to time, select and approve
any individual, being an employee, director, officer,
consultant, agent, adviser or business partner of any
member of the Group or any affiliate (including nominees
and/or trustees of any employee benefit trust established
for them) and any other person as determined by the
board who the board or its delegate(s) considers, in their
sole discretion, to have contributed or will contribute
to the Group (the “Eligible Persons”) for participation
in the Award Scheme and grant awards to such Eligible
Persons (the “Selected Participants”).

The board will not make any further grant of award which
will result in the aggregate number of shares underlying
all grants made pursuant to the Award Scheme (excluding
award shares that have been forfeited in accordance with
the Award Scheme) to exceed 9.9% of the total number
of issued shares as at the Adoption Date (i.e. 99,000,000
shares) (the “Scheme Mandate”) without approval by a
board resolution. As at the date of this report, awards in
respect of 13,500,000 Shares may be granted pursuant to
the Scheme Mandate.

The maximum number of award shares which may be
awarded to a Selected Participant under the Award
Scheme in aggregate shall not exceed 5.0% of the total
number of issued shares as at the Adoption Date.

The board or the committee of the board or person(s) to
which the board delegated its authority may, from time
to time, while the Award Scheme is in force and subject
to all applicable laws, determine such vesting criteria and
conditions or periods for the award to be vested pursuant
to the Award Scheme.

The Award Scheme shall be valid and effective for a
period of ten years from the Adoption Date.
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28. RESERVES (conmivueD)

(vi) Share award scheme reserve (Continued)

Details of specific categories of Award Scheme

follows:

During the year ended 31 December 2025

are as

28. #i&E )
(vi) BRI REETEIGEE2)
S IR ARSI T

HZE20255128318 L EE

Number of share award
RH%RBHA
Grant during the  Exercised during Lapsed during the Outstanding
Outstanding yearended the year ended year ended asat
Exercise date/  Exercise price asat 31 December 31 December 31 December 31 December
Share award type Dateof grant  period X I anuary 2025 2025 2025 2025 2025
22055 822055 822055
i1 7 R025E  NANALEE  1283BLEE  12A3NALEE R2025%
RAEBRE RIEEH il BRTEE PR BB BETE HEAR  12B3AXRGHE
2023 2October 2023 (note 2) HK$0.18 21,000,000 - - (8,000,000) 13,000,000
2003% 203510828 (W) 0.18%7
Total 21,000,000 - - (8,000,000) 13,000,000
ot
During the year ended 31 December 2024 HZE2024F1283181LFE
Number of share award
Ry %A
Grantduringthe  Exercised during ~ Lapsed during the QOutstanding
Qutstanding yearended  the year ended year ended asat
Exercise date/ Exercise price asat 31 December 31 December 31 December 31 December
Share award type Date of grant period pershare 1 January 2024 2024 2024 2024 2024
HE20UE HE2004F BE20UE
iEes/ R0UE  NANALEE  2ANELFE  ANELEE 20245
Thth R =k e BROEE  1RIBAOE il B BEAM  128318KAE
2023 2 August 2023 (note 1) HK$0.18 5,000,000 - - (5,000,000) -
EES 203F8A28  (HET) 0.18% 7
2023 2October 2023 (note 2) HK$0.18 21,000,000 - - - 21,000,000
2003% 2003F10A28 (Hsk2) 0.18%7
Total 26,000,000 - - (5,000,000) 21,000,000
ot
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28. RESERVES (conmivueD)

(vi) Share award scheme reserve (Continued)

Notes:

(] Subject to fulfillment of the pre-determined vesting conditions, the
share awards shall be vested and exercisable from 2 August 2024
to 1 August 2033.

2) Subject to fulfillment of the pre-determined vesting conditions, the
share awards shall be vested and exercisable from 31 December
2025 to 1 October 2033.

(3) The Company has taken in account the below factors in
determining the purchase price of the shares awarded under the
Award Scheme:

(i) the closing prices of the shares on the Stock Exchange
preceding the dates of the grants, i.e. HK$0.182 on 1
August 2023 and HK$0.175 on 29 September 2023;

(if) the grantees’ ability, historical contributions, performances
and roles within the Group;

(iii) the potential contribution that the grantee may bring to the
long-term growth and development of the Company; and

(iv) the vesting period of the share awards.

The fair value of the share awards granted during the year
ended 31 December 2023 was RMB3,070,000.

During the year ended 31 December 2025, the Group
recognised share-based payment expense of RMB159,000
in relation to share awards granted by the Company in
2023 (2024: RMB892,000).
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28. RESERVES (conmivueD)

(vi) Share award scheme reserve (Continued)

The fair value of share awards granted during the year

ended 31 December 2023 was estimated as at the date

of grant using a binomial model, taking into account the

terms and conditions upon which the share options were

granted. The following table lists the inputs to the model

used:

28. f#EE )

(vi)

fto SR B =T B ()

REZE2023F 128318 IFEE
W 8RR SRR A R BRI
B EIRA Zm AR A G
Wt R 4% ) B AR AR A IR 3R I 1
o TRIEAER MR A
i

Share awards

granted in
2023
20235 & HHY
IR 47 22 B
HK$
BT

Fair value of the Company’s shares RATROAR L BN ARE
as at the grant date 0.12-0.13
Expected volatility (%) TEER R IR(%) 100.2-101.3
Expected dividend (%) TEHARE B R (%) 0.00
Exercise multiple IR EE 2.47
Exercise price I E 0.18
Risk-free interest rate (%) AL F1 R (%) 3.92-4.16

The expected volatility reflects the assumption that the

historical volatility is indicative of future trends, which may

also not necessarily be the actual outcome.

T8 HAUR 0 = BRI S MR BEVE /5
ARBEER(ET—ERER
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
e R AR M ()

For the year ended 31 December 2025
BB 2025F 12431 H IFFZ

29. RECONCILIATION OF LIABILITIES ARISING 29. MEEBSMEANBEY
FROM FINANCING ACTIVITIES AR
Change in liabilities arising from financing activities: BMEEBMEENBEZE
2025 2025%F
Interest
Amounts bearing
due to bank
related Lease Convertible  and other  Loan from
companies liabilities Loan borrowings shareholder Total
FEfT R FERTR
AANE  HEEF TRRER  HtER RREX H)
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARSI ARMTR AR¥Tz AR%TrT AR%Tn ARETx
As at 1 January 2025 7202541718 45,281 30,549 29,833 131,938 118,675 356,276
New bank borrowings AERITIER = = = 1,968 11,223 13,191
New lease entered CEIVELEED - 466 - - - 466
Interest charged Gilf-y -3 - 1,121 2,339 11,614 7,042 22,116
Termination of lease BIHEE = (16,235) = = = (16,235)
Rent payable 3ppika - (5,504) - - - (5,504)
Repayment BN - (3,549) - (11,966) (12,010) (27,525)
Modification of lease HEEY = (141) = = = (141)
Interest paid and payable B RERF|E = = (2,339 (11,614) (7,042) (20,995)
Exchange realignment B H A% (1,006) (320) (508) (407) (2,409) (4,650)
As at 31 December 2025 72025412 A31H 44,275 6,387 29,325 121,533 115,479 316,999
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
B MR AR M A ()

For the year ended 31 December 2025
B2 2025F 12431 H 1FF/Z

29.

RECONCILIATION OF LIABILITIES ARISING

29. MEEBFELMNAEY

FROM FINANCING ACTIVITIES (conTivuED) BRw)
2024 20244
Interest
Amounts bearing
due to bank
related lease  Convertible ~ andother  Loan from
companies liabilities Loan  borrowings  shareholder Total
FEA ARt SRR
REFE  HEAE THRRER  HbER  BRRER @t
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTT AREFT ARETT ARBTR ARETT ARETET
As at 1 January 2024 R202451R18 44,534 38,096 40,054 95,686 67,467 285,837
New bank borrowings HERITER - - - 74,751 59,684 134,435
New lease entered EHEE - 24,737 - - - 24,737
Interest charged MEZH - 2,765 3,152 8,271 5,703 19,891
Termination of lease BIHHRE - (12,040) - - - (12,040)
Repayment &R - (23,548) (9,942) (39,088) (10,000) (82,578)
Interest paid and payable BT RIEMF|E - - (4,187) (8,271) (5,703) (18,161)
Exchange realignment EH A% 747 539 756 589 1,524 4,155
As at 31 December 2024 722024124317 45,281 30,549 29,833 131,938 118,675 356,276
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
e R AR M ()

For the year ended 31 December 2025
BB 2025F 12431 H IFFZ

30. RELATED PARTY TRANSACTIONS AND 30.
BALANCES

(a) Balances with related parties

Amounts due from related companies

BRI e

(a) EEREEETS MAEER
FEW BT A A

2025 2024
20254 20245
RMB’000 RMB’'000
AR¥T T AREBTT
Morris PRC* (note (i)) ERAE* (ML) 168,543 171,895
Masia Investment Limited (note (i) ERHREFR DA HFEG) 36 36
Zhejiang Jujueyun Technology Co., Zhejiang Jujueyun
Ltd. (note (i) Technology Co., Ltd.
(F5EG)) 8,000 8,000
176,579 179,931
Less: allowance for ECL for companies J& : #t 8§ £ e A3 Hil A9
controlled by Mr. Zou Gebing NEEH TR
EEEIBRE (59,204) (59,891)
117,375 120,040
* The balance mainly represents consideration receivable from Morris * HEHRFBERDPEHENEA

PRC for disposal of subsidiaries.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
B MR AR M A ()

For the year ended 31 December 2025
B2 2025F 12431 H 1FF/Z

30. RELATED PARTY TRANSACTIONS AND
BALANCES (conminuED)

(a)

(b)

Balances with related parties (Continuea)
Amounts due from related companies (Continued)

The amounts due from related companies are unsecured,
interest-free and repayable on demand.

Note:

(i) These companies are controlled by Mr. Zou Gebing, a substantial
shareholder of the Company.

Amounts due to related companies

Details of amounts due to related companies are set out
in note 23.

Compensation of key management
personnel of the Group

30. BBt A R 5 M iEshE)

(a) EREAEET RVASER(4)

FERBIH 2 A0 R ()
FEU BB A R SR R IR

BB RIRBRIEE -

G

0 EEAAEFDAEEREFHHE
RS -

FE(T BB 2 ATt IR

JRE A BB 7 TR HY S5 15 R B
230

(b) AEETEEEAENE
[

2025 2024

20255 20244

RMB’000 RMB’'000

ARET T AREFT

Fees faka 1,754 1,753
Salaries, allowances and e M EBEYET

benefits in kind 3,461 3,758

Share-based payment LARR R /= EE R B 5K 424 423

Pension scheme contributions RONETEIfER 27 16
Total compensation paid to key IRNTEZEEAEN

management personnel FrENAERE 5,666 5,950

Further details of directors’ emoluments are included in

note 9 to the consolidated financial statements.

EEEX

EEMEAE - S FBRNER
BT IMAR MO -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
R B MR R AR ML ()

For the year ended 31 December 2025
BB 2025F 12431 H IFFZ

31. COMMITMENTS

The Group did not have any capital commitment as at 31
December 2025 and 2024.

32. LITIGATION

212

(i)

Pre-trial conference (“PTC") against
Zhejiang Premier Furniture Manufacture
Ltd.* (IR ERFER A E]) (“Premier

Furniture Manufacture”)

On 11 June 2024, Zhejiang Premier Furniture Manufacture
Ltd.* I R ZEXRE B BR 22 7)) ("Premier Furniture
Manufacture”), an indirect wholly-owned subsidiary of
the Company, received a summons of the People’s Court
of Haining City (8% ARJART) (the “Haining Court”)
in the PRC returnable on 14 June 2024 for a pre-trial
conference (the “PTC"), which has been adjourned to a
later date to be fixed.

The PTC concerns a claim brought by Haining Morris
International Fur Co., Ltd* (BERAEEE EGR A7)
(“Haining Fur”) against Premier Furniture Manufacture
for (1) RMB3,000,000 paid by Haining Fur to China
Merchants Bank Co., Ltd., Hangzhou Branch (“CM
Bank") in its capacity as guarantor for two bank facilities
(the “Loans”) in the principal amount of RMB30,000,000
each provided by CM Bank to Zhejiang Morris Fashion
Home Co., Ltd. CINT B H X E AR A 7)) (“Fashion
Home") and Zhejiang Apollo Leather Products Co., Ltd.
OHI B 28 2 = 24 0o B IR 2 7]) (“Zhejiang Apollo”),

respectively; and (2) costs (the “Claim”).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
e MBRERMEE)

For the year ended 31 December 2025
B2 2025F 12431 H 1FF/Z

32. LITIGATION (continueD)

(i)

Pre-trial conference (“PTC") against
Zhejiang Premier Furniture Manufacture
Ltd.* IR EXEHR A T]) (“Premier
Furniture Manufacture”) (Continued)

Fashion Home and Zhejiang Apollo (the “Relevant
Subsidiaries”) are companies established in the PRC with
limited liability and indirect wholly-owned subsidiaries
of the Company. Due to financial difficulties, the
Relevant Subsidiaries initiated restructuring procedures,
whereby a restructuring plan for the settlement of
all the indebtedness of the Relevant Subsidiaries (the
“Restructuring Plan”) was formulated and sanctioned
by the Haining Court in 2022 (the “Restructuring”).
Pursuant to the Restructuring Plan, 20% of total
outstanding amount under the Loans has been paid
to CM Bank discharging the Relevant Subsidiaries’

obligations.

CM Bank has sought a judgment from the People’s Court
of Shangcheng District, Hangzhou City (fit/H /1 _E 3@ A
R £Bt) against Morris Group Co., Ltd. (“Morris PRC"),
Haining Fur, Zhejiang Morris Shijia Real Estate Co., Ltd.*
O IRAE X E G R A 7)) (“Shijia Real Estate”),
Zhejiang Murong Furniture Co., Ltd.* (I RAXAAR
‘A A]) ("Murong Furniture”), an indirectly wholly-owned
subsidiary of the Company, Zou Gebing and Wu Xiangfei
(collectively, the “Guarantors”), as guarantors or security
providers, for the remaining outstanding amount of the
Loans.

*  For identification purposes only

32.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
e MBRERME(E)

For the year ended 31 December 2025
BB 2025F 12431 H IFFZ

32. LITIGATION (continueD)

214

(i)

Pre-trial conference (“PTC") against
Zhejiang Premier Furniture Manufacture
Ltd.* IR EXEHR A T]) (“Premier
Furniture Manufacture”) (Continued)

As alleged in the statement of civil claim dated 10 May
2024 (the "SOC") lodged by Haining Fur with the Haining
Court, in view that both Premier Furniture Manufacture
and the Relevant Subsidiaries are subsidiaries of the
Company, the de facto controller of the Company
before the Restructuring (i.e. Mr. Zou Gebing) and the
investor introduced (i.e. the new controlling shareholder
of the Company) after the Restructuring have reached a
“consensus” that (i) the Loans shall remain a payment
obligation of the Group as they were indebtedness of
the Group; and (i) Premier Furniture Manufacture shall
provide a repayment undertaking to Haining Fur and the
other Guarantors to such effect.

A written document entitled “ & # 2 (Undertaking)”
(the "Alleged Undertaking”), onto which the official
seal of Premier Furniture Manufacture and the “round
chop” of the Company were affixed, was included in the
case bundle supporting the Claim prepared by Haining
Fur. As stated in the Alleged Undertaking, Premier
Furniture Manufacture has voluntarily agreed to perform
the repayment obligations under the Loans and has
irrevocably undertaken to (i) following the fulfilment
of any repayment obligations (including guarantee and
security obligations) under the Loans by any of the
Guarantors, Premier Furniture Manufacture shall repay
to the Guarantors the entire sum paid by them and
costs within five (5) working days; and (ii) after such
repayment, Premier Furniture Manufacture shall have no
claim against the Guarantors of the Loans. It is stated in
the SOC that Haining Fur has paid RMB3,000,000 to CM
Bank in its capacity as a guarantor of the Loans and seeks
the repayment of such amount from Premier Furniture

Manufacture.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
B R M ()

For the year ended 31 December 2025
B2 2025F 12431 H 1FF/Z

32. LITIGATION (continueD)

(i)

Pre-trial conference (“PTC") against
Zhejiang Premier Furniture Manufacture
Ltd.* IR EXEHR A T]) (“Premier
Furniture Manufacture”) (Continued)

Based on the above circumstance, and advice from legal
advisor that there was a high likelihood that Premier
Furniture Manufacture will be required to settle the Claim,
the Group recognised provision for litigation liabilities of
RMB3,000,000 in relation to the Claim during the year
ended 31 December 2024.

On 15 September 2025, the Haining Court has rendered
its judgment on the Claim. After considering the forensic
appraisal and the evidence submitted by the parties, it
was held that the authenticity of the Alleged Undertaking
relied upon by Haining Fur was not established and
Premier Furniture Manufacture had not signed or affixed
its company seal thereto. Accordingly, the Haining Court
ruled that Haining Fur had failed to meet the burden of
proof that Premier Furniture Manufacture assumed any
repayment obligation. The Claim was therefore dismissed
in full. Accordingly, the Group recognised a reversal of
provision for litigation liabilities of RMB3,000,000 during
the year ended 31 December 2025.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
B R M ()

For the year ended 31 December 2025
BB 2025F 12431 H IFFZ

32. LITIGATION (continueD)

(i) Enforcement proceedings against Murong

Furniture

CM Bank has filed an enforcement application against

the Guarantors, including Murong Furniture, for their

joint and several liabilities in relation to the remaining

outstanding amount of the Loans.

During the year ended 31 December 2025, based on

advice from legal advisor, the management estimated

that Murong Furniture would be liable for a portion of

the outstanding amount of the Loans and, accordingly,

recognised a provision for litigation liabilities of

approximately RMB19,276,000.

33. FINANCIAL INSTRUMENTS BY CATEGORY

The carrying amounts of each of the categories of financial

instruments as at the end of the reporting period are as follows:

Financial assets

32. FFFA
(i) HHRBRENBHHIT

33.

(%)

BF
BERITEHEFREERRE
MARLZBEEE REER
BEREEARNERALRRH RS
HITHE °

HZE2025F12A31AILFE
REZEBERANER  B1EE
HHREAERAEARERKE
BOEAESISEMS B
BRFLEABBREHOARE
19,276,0007T °

BREoERMIA

FREMTANBEH R REESR
Fan

TREE

2025 2024
20255 20244F
RMB’000 RMB’'000
AR¥ET T ARETT

At amortised cost: REHNART S
Trade receivables =) e e 4,553 16,734
Deposits and other receivables e R E A ER IR 5,597 7,858
Amounts due from related companies g NI O] 117,375 120,040
Pledged bank deposits Eﬁﬁﬁﬁﬁfﬂiﬂ 21 21
Restricted bank balances ZIRBIRITEERR 1,183 165
Cash and cash equivalents BeMREeEED 3,170 3,999
131,899 148,817
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

e SRR M ()

For the year ended 31 December 2025

EE2025F 12431 H I F/E
33. FINANCIAL INSTRUMENTS BY CATEGORY 33. IEERIEl e T A
(CONTINUED)
Financial liabilities cRaE
2025 2024
20254 20244
RMB’000 RMB’000
AR®T T AREFIT
At amortised cost: TREIENANGTE
Trade payables B S B FRIR 29,394 28,872
Other payables and accruals Hib e FRIB R ETTE R 82,802 40,179
Amounts due to related companies FET RS A BRI 44,275 45,281
Lease liabilities HEaFE 6,387 30,549
Convertible Loan AR E R 29,325 29,833
Loan from shareholder fRERE R 115,479 118,675
Interest-bearing bank and other borrowings #8877 & H &K 121,533 131,938
429,195 425,327

EEERE
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For the year ended 31 December 2025
BB 2025F 12431 H IFFZ

34. FAIR VALUE AND FAIR VALUE HIERARCHY OF

FINANCIAL INSTRUMENTS

The carrying amounts of the Group’s financial instruments at
amortised cost approximate to their fair values.

The Group's corporate finance team headed by the finance
manager is responsible for determining the policies and
procedures for the fair value measurement of financial
instruments. The corporate finance team reports directly to the
chief financial officer. At each reporting date, the corporate
finance team analyses the movements in the values of financial
instruments and determines the major inputs applied in the
valuation. The valuation is reviewed and approved by the chief
financial officer.

The fair values of the financial assets and liabilities are included
at the amount at which the instrument could be exchanged in
a current transaction between willing parties, other than in a

forced or liquidation sale.

During the year ended 31 December 2025, there was no
transfer of fair value measurement between Level 1 and Level
2 and no transfer into or out of Level 3 for both financial assets
and financial liabilities (2024: nil).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
B MR AR M A ()

For the year ended 31 December 2025
B2 2025F 12431 H 1FF/Z

35. FINANCIAL RISK MANAGEMENT OBJECTIVES

AND POLICIES

The Group’s principal financial instruments comprise trade
receivables, deposits and other receivables, amounts due from
related companies, trade payables, other payables and accruals,
amounts due to related companies, convertible loan, lease
liabilities, loan from shareholder, interest-bearing bank and
other borrowings, cash and cash equivalents, restricted bank
balances and pledged bank deposits.

The main risks arising from the Group's financial instruments are
interest rate risk, foreign currency risk, credit risk and liquidity
risk. The directors review and agree policies for managing each

of these risks and they are summarised below.

Interest rate risk

The Group is exposed to cash flow interest rate risk in relation
to its cash at banks with variable rates.

The Group considers that the exposure of cash flow interest rate
risk arising from variable-rate cash at banks is insignificant for
both years.

The Group currently does not have an interest rate hedging
policy to hedge against the exposure. The Group will monitor
its interest exposure closely and will consider hedging significant

interest exposure should the need arise.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
R B MR R AR ML ()

For the year ended 31 December 2025
BB 2025F 12431 H IFFZ

35. FINANCIAL RISK MANAGEMENT OBJECTIVES

AND POLICIES (continuED)

Foreign currency risk

Several subsidiaries of the Company have foreign currency

sales and purchases, bank balances and convertible loan which

expose the Group to foreign currency risk.

The Group currently does not have a foreign exchange hedging

policy. However, the management of the Group monitors

foreign exchange exposure and will consider hedging significant

foreign exchange exposure should the need arises.

The following table demonstrates the sensitivity to a reasonably

possible change in the exchange rates of currencies other than

the functional currencies of the relevant operating units, with all

other variables held constant, of the Group'’s loss before tax.

BT R\ B3R B AR SRR
(4)

SNEE [ P

AARETHERROINEHE LB
B RITESUARABRBREFTERSE
B R NER R -

RNEBE B AT EINE SRR - R
i AN E TR E B 5 HNE B R i
A WEREREREEEHE AN
RO

TREMEREEMESRTTEDN
BT B (HAREKEELMIEE
BRI ERNFIZA LB H A
SERRTATE IR BRRE ©

Increase/ Increase/

(decrease) (decrease)

in exchange in loss

rates before tax

ExtH MR RIEE

(FE&) @i &)

% RMB’000

% AREFTT
2025 20254

If RMB weakens against US$ MARERETRE 5 1,536

If RMB strengthens against US$ W AR HETHE (5) (1,536)
2024 2024%F

If RMB weakens against US$ M ARE HETRE 5 1,496

If RMB strengthens against US$ i NREEH ET A (5) (1,496)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
B MR AR M A ()

For the year ended 31 December 2025
B2 2025F 12431 H 1FF/Z

35. FINANCIAL RISK MANAGEMENT OBJECTIVES

AND POLICIES (continuED)
Credit risk

The credit risk of the Group mainly arises from bank balances,
trade receivables, deposit and other receivables and amounts
due from related companies. The carrying amounts of these
balances represent the Group’s maximum exposure to credit risk
in relation to financial assets.

Bank balances

In respect of bank balances, the credit risk is considered to be
low as the counterparties are reputable banks. Therefore, no
provision for ECL was made as at 31 December 2025 and 2024.

Trade receivables

Majority of the Group’s trade receivables are due from individual
customers in relation to sales of sofa and other furniture
products. As at 31 December 2025, the five largest debtors and
the largest debtor accounted for 60.1% (2024: 60.2%) and
20.8% (2024: 16.6%) of the Group's trade receivables balance
respectively.

Individual credit evaluations are performed on all customers
requiring credit over a certain amount. These evaluations focus
on the customer’s past history of making payments when due
and current ability to pay, and take into account information
specific to the customer as well as pertaining to the economic
environment in which the customer operates. Trade receivables
are due within 30 to 120 days from the date of billing.
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35.

222

FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (continuED)

Credit risk (Continued)
Trade receivables (Continued)

The Group applies simplified approach to measure lifetime ECL
for all trade receivables. Trade receivables that are individually
significant have been separately assessed for ECL based on the
debtors’ background and financial strength, historical settlement
records, length of overdue period and whether there are any
disputes with the Group. For the remaining trade receivables
which the Group is of the view that there is no significant
difference in historical loss patterns, ECL is measured by using
provision matrix which the trade receivables have been grouped

based on past due days.

Forward-looking information on macroeconomic factors which
is expected to affect the ability of the debtors to settle the trade

receivables is also considered in measuring the ECL.
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35. FINANCIAL RISK MANAGEMENT OBJECTIVES

AND POLICIES (continuED)

Credit risk (Continued)

Trade receivables (Continued)

The following table provides information about the Group’s

exposure and allowance for ECL on trade receivables as at 31

December 2025 and 2024:

31 December 2025

35. AR EIRE B ZNMBR
()
ZERb#Z)
E S E ()

TREEBEBEARAEEN2025F &
2024F 12 A1 H R E B EWFHIER
FEEEEEERR MEENER

2025512 H31H

More than
1 day but less Credit-
Not yet than 1 year impaired
past due past due (note)
BHER1A FERE
i R BHME (Hf=E)
ECLrate BHEEERE 4.09% 23.33% 100%
Gross carrying amount (RMB'000)  BREAE(ARET L)
— Trade receivables —BHRKE 3,836 1,140 35,254 40,230
Allowance for ECL EHEEBERE (157) (266) (35,254) (35,677)
31 December 2024 202412 H31H
More than
1 day but less Credit-
Not yet than 1 year impaired
past due past due (note) Total
BEEEIA EERE
EE Sl BAREF (Br) st
ECLrate BHEEEER 2.14% 15.09% 100%
Gross carrying amount (RMB'000)  BRAEAE(ARETT)
- Trade receivables -E R 7,098 11,527 35,265 53,890
Allowance for ECL EHEEEEEE (152) (1,739) (35,265) (37,156)

Note: Trade receivables with more than 1 year past due are considered as
credit-impaired, with ECL provision of approximately RMB35,254,000

(2024: RMB35,265,000) were assessed individually.

Mz : DB FALENEZREFBEERSE
REERE  BHEEBEBEBEOA
R % 35,254,000 7T (2024 F : AR ¥
35,265,0007T) B EMERIFHE ©
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B E2025F 12431 H I F/E

AND POLICIES (continuED)

35. FINANCIAL RISK MANAGEMENT OBJECTIVES ~ 35.

R E TR B IR MUK
(%)

Credit risk (Continued) FERk#)
Trade receivables (Continued) EBEZEWEE)
The following table shows the movement in lifetime ECL on TRINTRE(ETEFTEE S EEGK
trade receivables under simplified approach: EM 2 BTEREERENEE) ¢
Lifetime Lifetime
ECL - not ECL -
credit- credit-
impaired impaired Total
2HEHGEE 2HESEE
BE-Ak%E FE-OB4
EERE EERE st
RMB'000 RMB'000 RMB’'000
AREEFTT AREFTT AREF T
As at 1 January 2024 20241 A1H 304 35,101 35,405
Provision/(reversal) for FEE(BE)
the year 1,568 (376) 1,192
Exchange realignment (RS 19 540 559
As at 31 December 2024 MR2024F12A318 K&
and 1 January 2025 2025%1H1H 1,891 35,265 37,156
(Reversal)/provision for FER(BEL), B
the year (1,450) 715 (735)
Exchange realignment b i (18) (726) (744)
As at 31 December 2025 A2025%12831H 423 35,254 35,677
Deposits and other receivables BEREMERE

The Group applies general approach to measure ECL on

deposits and other receivables. ECL on deposits and other

receivables are assessed individually. The Group determines 12m

ECL or lifetime ECL on deposits and other receivables based

on debtors’ background and financial strength. Market credit

rating data and supportive forward-looking information are also

considered in ECL measurement.
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35. FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (continuED)

Credit risk (Continued)
Deposits and other receivables (Continued)

The following table provides information about the Group’s
exposure and allowance for ECL on deposits and other
receivables as at 31 December 2025 and 2024:

31 December 2025

35. AR EIRE B ZNMBR

(#)
=EREbE )
BEREMERIIR(E)

TREEBEBEARAEEN2025F &
2024F 12 A31Ht iR & M E M EUR
FIENEHEEBERR MEENE

2025%12A31H

Lifetime
ECL - not Lifetime
credit ECL - credit
12m ECL impaired impaired
2HEGGEE 2HEHGE
12EAEE FRE-£RE BE-TR4&
FEEE EEHE EERE
ECLrate BHEEERE 1.37% - 100%
Gross carrying amount (RMB'000)  BREAE(ARET L)
- Deposits and other receivables — & REMERGR 5,675 - 4,975 10,650
Allowance for ECL EHREEHERE (78) = (4,975) (5,053)
31 December 2024 2024 12H31H
Lifetime
ECL-not Lifetime
credit ECL - credit
12m ECL impaired impaired Total
L2HRHEE 2HEHEE
NEAES BE-A¥E BE-BE4%
FEER EERE EERE st
ECLrate EHEEEREE 0.51% - 100%
Gross carrying amount (RMB'000)  BREAE(ARET L)
- Deposits and other receivables —& REMmENFUE 7,898 - 3,858 11,756
Allowance for ECL EHEEBBERE (40) - (3,858) (3,898)
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35. FINANCIAL RISK MANAGEMENT OBJECTIVES  35. B/ 5EGE IR B 1Z MR

AND POLICIES (conminuep) (&)
Credit risk (Continued) EERkE)
Deposits and other receivables (Continued) HEREMEBEWEE)
The following table shows the movement in allowance for ECL TRINTE—R AL EERS REM
on deposits and other receivables under general approach: FEWRIERTEMEE B EN B EE
& :
Lifetime Lifetime
ECL - not ECL-
credit- credit-
12m ECL impaired impaired Total

2HEEEE 2HRHEE
12f88 BE-FBE BE-BR4%

BHEEFRE EERE EERE @t
RMB'000 RMB'000 RMB'000 RMB’000
AREFT AREFT AREFT AREFT
As at 1 January 2024 R2024%1 818 42 - 22,200 22,242
Provision/(reversal) for the year FREE/(BE) 2) - 1,412 1,410
Written off ks - - (20,053) (20,053)
Exchange realignment P 5L AR - - 299 299
As at 31 December 2024 and 72024512 A318 K
1 January 2025 2025F1A1H 40 - 3,858 3,898
Provision for the year FREE 38 - 1,118 1,156
Exchange realignment PE 5 AR = = (1) (1
As at 31 December 2025 #2025%12H31H 78 - 4,975 5,053
Amounts due from related companies FEW B L Alsk A
For amounts due from related companies, the Group applies FLEWKEEE A RIS - BIEEK
general approach to measure ECL and makes periodic individual ANBERMBENUAREEERRE
assessment on the recoverability of amounts due from related BHAEEER cEEREEHER
companies based on debtors’ background and financial TE AR e M A BSE A B SR IE 2 AT e 1
strength, and also quantitative and qualitative information that is TR BT ©

reasonable and supportive forward-looking information.
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35. FINANCIAL RISK MANAGEMENT OBJECTIVES  35. B/ 5EGE IR B 1Z MR

AND POLICIES (conminuep) (&)
Credit risk (Continued) FERKE)
Amounts due from related companies (Continued) FEW BT 2 B] 50 1H (48)

TREEBEBEARAEEN2025F &
202412 A31 B s E UL BE B 2 A 3R
HMEHEESERBLBEENE
e

The following table provides information about the Group’s
exposure and allowance for ECL on amounts due from related
companies as at 31 December 2025 and 2024:

2025%12A31H

31 December 2025

Lifetime
ECL - not Lifetime
credit-  ECL - credit-
12m ECL impaired impaired
2HBEHEE 2BRAEE
12EAEYE FE-A%E FE-B4%
FEER FERE =ERE
ECLrate RHEERRX - - 33.53%
Gross carrying amount (RMB'000)  BREAE(ARET L)
— Amounts due from related — W EA RIFUE
companies = - 176,579 176,579
Allowance for ECL BREEHERE = = (59,204) (59,204)
31 December 2024 202412 A31H
Lifetime
ECL-not Lifetime
credit- ECL - credit-
12m ECL impaired impaired Total
2HEHEE  2HEHEE
NEAES BE-A¥E BE-BEE
FEER FERE EERE @5t
ECLrate BHEEEER - - 33.29%
Gross carrying amount (RMB'000)  BRAEAE(ARETT)
— Amounts due from related DG YNGE
companies - - 179,931 179,931
Allowance for ECL EHEEBBRE - - (59,891) (59,891)
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35. FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (continuED)

Credit risk (Continued)
Amounts due from related companies (Continued)

The following table shows the movement in allowance for
ECL on amounts due from related companies under general

35. AR EIRE B ZNMBR

(#&)

=EREbE )

FER BB 1 A5t R ()

TRINZE— I AT ER R A
AIFENEMERE B RN REES

approach:
Lifetime Lifetime
ECL - not ECL-
credit- credit-
12m ECL impaired impaired Total
2HENEE 2HRHEER
1288 BRE-KB%E BE-C#4
AHEERE FERE FERE @t
RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETT ARETT AREFT
As at 1 January 2024 #2024F1A1H 1,242 - - 1,242
(Reversal)/provision for the year FR(ER),/ B (1) - 58,225 58,224
Transfer B (1,241) - 1,241 -
Exchange realignment X AR - - 425 425
As at 31 December 2024 and 20245127318 &
1 January 2025 2025F1A1H = - 59,891 59,891
Exchange realignment B AR - - (687) (687)
As at 31 December 2025 20256125318 - - 59,204 59,204
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35. FINANCIAL RISK MANAGEMENT OBJECTIVES

35. AR EIRE B ZNMBR

AND POLICIES (continuED) (%)
Liquidity risk REE SRR

The Group’s objectives are to maintain a prudent financial
policy, to monitor liquidity ratios against risk limits and to
maintain a contingency plan for funding to ensure that
the Group maintains sufficient cash to meet its liquidity
requirements.

The following table details the remaining contractual maturities
for its financial liabilities and derivative financial instruments
at the end of the reporting period of the Group’s financial
liabilities, which are based on contractual undiscounted cash
flows (including interest payments computed using contractual
rates and based on rates at the end of the reporting period) and

the earliest date that the Group could be required to repay:

As at 31 December 2025

AEENEREASRBBENY B
R UREBERRRBEZERDESL
EREFESREEE - EMmEERA
SHERERGEINERDPESE

TERHIIRAEESRAERSHR
TRBERTESRTANBRTAH
BB N - WIIRESORURRS
RE(BREAAONERRERS
HIRFERGFENFN B ) RAE
BAl g EREENRF AIAMSH

7A2025%12A31H

Morethan ~ More than

Weight  Ondemand one year but two years but Total Total
average  orwithin  lessthan  lessthan  More than undiscounted carrying
interestrate ~ oneyear  twoyears  fiveyears  fiveyears  cashflow amount

BER

i REX -EHL MEUL RehE
VONE  g-Fn  EFERE  EFREE  IENMLE 2F  REfE
% RMB'000  RMB000  RMB'000  RMB'000  RMB'000  RMB'000
ARBTR  AR®TR ARMTR ARMTn ARMTR  ARETR
Trade payables BAEATE - 29,394 - - - 29,39 29,39
Other payables and accruals AR ERFARE BR = 82,802 = = = 82,802 82,802
Amounts due to reated companies E(EEESA A8 - 44275 - - - 4275 44,275
Lease liabilties HEEE 9.719% 3419 2412 1,051 - 1,002 6,387
Convertible loan TARET 2.02% 29325 - - - 29325 29325

Interest-bearing bank and other ~ 3f S BT REME

borrowings 6.22% 12,729 9,066 50,927 - 132722 121,533
Loan from shareholder RRER 6.0% 134828 - - - 13488 115479
396,832 11,538 51,978 - 460,348 429,195
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35. FINANCIAL RISK MANAGEMENT OBJECTIVES  35. BiFERE R B IZRBR
AND POLICIES (conminuep) (%)
Liquidity risk (Continued) REBEERERE)
As at 31 December 2024 2024F12 4318
Morethan ~ More than
Weight ~ Ondemand  oneyearbut  two years but Total Total
average or within less than lessthan ~ More than  undiscounted carmying
interest rate oneyear  two years five years five years cash flow amount
BER
il FEX —EHE WENME RenE
TR %M EAEME  EARRE  RENE &g BE4E
% RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
% ARETT ARETR  ARETRT  ARETR  ARBTR  ARETR
Trade payables EHERE - 2880 - - - 2887 2880
Other payables and acruals — EfERFAREN B - 40179 - - - 40,179 40179
Amounts due to reated companies [ETEEESAFZE - 45,81 - - - 45,81 45,81
Lease liabilies BERE 827% 13,048 7909 1328 - 34,439 30,549
Convertiole loan THRER 20% 29833 - - - 2983 29833
Interest-bearing bank and other S EARAMER
borrowings 6.74% 90,439 2,840 29,855 33835 156,969 131,938
Loan from shareholder RREH 6.04% 123657 - - - I3 118,675
371,509 10,749 43137 33835 459,230 425327
Capital management EvEE

The primary objectives of the Group’s capital management are

to safeguard the Group's ability to continue as a going concern

and to maintain healthy capital ratios in order to support its

business.
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35.

36.

FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (continuED)

Capital management (Continued)

The Group manages its capital structure and makes adjustments
to it in light of changes in economic conditions. To maintain or
adjust the capital structure, the Group may adjust the dividend
payment to shareholders, return capital to shareholders or issue
new shares. No changes were made in the objectives, policies
or processes for managing capital during the years ended 31
December 2025 and 2024.

The Group monitors capital using a gearing ratio, which is the
total debts (comprised of amounts due to related companies,
lease liabilities, convertible loan, interest-bearing bank and other
borrowings and loan from shareholder) divided by the total
equity. Total equity refers to equity attributable to owners of
the Company. The gearing ratios as at the end of the reporting
periods were as follows:

35.

R E TR B IR MUK
(4)

EeEE@®)

REBBBRCHERAOE(LREET
PEHEERREE - REFIGARER
8K - AREE TR EIRE T IRR AR
BAEHFAE - MREREE RS FET
B o B E20254 X 2024412 A
NEIEFE  BEREAMERE - BX
IR TR E ) -

AR A AR B bR (T A8
B(BERNEBATNRE BEA
- ARIRER - BT R
SRR ) B AR ) i
B - BRI A THE AR
Wit - NGRS IR E A %
T

2025 2024
20254 20244
RMB’000 RMB’000
AR¥T T AREFIT

Total debts BI54R%E 316,999 356,276
Equity attributable to owners of the /NI DN o

Company (293,434) (233,794)
Gearing ratio BEAGBHE N/ATE F N/AZ 3
MAJOR NON-CASH TRANSACTION 36. FEFHERH

Saved as the debt restructuring disclosed in note 6, major
non-cash transactions during the year are as follows:

During the year ended 31 December 2025, the Group entered
into new lease agreements for the showrooms, factory and
offices. On the lease commencement, the Group recognised
right-of-use assets of RMB466,000 (2024: RMB24,737,000) and
lease liabilities of RMB466,000 (2024: RMB24,737,000).

BRIE6 A EMN B EAI - FA
FREXZWMT

REE2025F 12 A31HIEFE - &
SERE - BERPFAEILIH
HEWRZ - NHEERBR - AEERE
RIEREEEAREA466,0007T(2024
F . ANR¥24,737,000T) RTHES
BARMEA466,0007T(20244F : AR
24,737,0007C) °
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37. STATEMENT OF FINANCIAL POSITION OF THE ~ 37.

COMPANY

Information about the statement of financial position of the

RNRBIA AR

BREARBRBERRNIBARRAER

Company at the end of the reporting period is as follows:

HARIT -

2025 2024
20254 20244
RMB’000 RMB’000
ARET T ARBT T
Non-current assets ERBEE

Investment in subsidiaries RETBRARIMIEE 8 7
Total non-current assets FEMEEELE 8 7

Current assets REEE
Other receivables E b M sRIE 692 725
Amounts due from related companies FE LR BB R B 5RIE 4,711 4,818
Cash and cash equivalents ReRkBEEED 91 133
Total current assets MENEERE 5,494 5,676

Current liabilities REBEE
Other payables and accruals H R FRIE R FEET B A 8,067 5,639
Amounts due to subsidiaries LRI EVNGIE ¢ 59,638 60,947
Amounts due to related companies VX REEaL VNGIE O 22,069 22,570
Interest-bearing other borrowings FTEEMER - 8,110
Convertible loan ARE R 29,325 29,833
Total current liabilities mEalEERE 119,099 127,099
Net current liabilities RBAEFHE (113,605) (121,423)
Total assets less current liabilities EEAERABAR (113,597) (121,416)

Non-current liability FEREEE

Interest-bearing other borrowing FTREMER 8,000 -
Total non-current liability SEmENBEREE 8,000 -
Net liabilities BEFE (121,597) (121,416)

Deficit in equity e Al
Share capital i &N 23,156 19,212
Reserves (note) bt (P sE) (144,753) (140,628)
Total deficit in equity TR AL AR R (121,597) (121,416)
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37. STATEMENT OF FINANCIAL POSITION OF THE

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
B MR AR M A ()

37. WA RIBIIEAR R 2R (4%)

COMPANY (coNTINUED)
Note: MEE
A summary of the Company’s reserves is as follows: RARREERMRAT
Share award Exchange
Share Treasury scheme  fluctuation Accumulated
premium shares reserve reserve losses Total
R R/ EXKE
B RE EFRG sHEIRE 1] RitEE it
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETT ARETT ARETT ARETT ARETR
At as 1 January 2024 202441818 258,756 (8,992) 498 (28,641) (342,833) (121,212)
Loss for the year FREE - - - - (18,469) (18,469)
Other comprehensive loss for FRE M2 HEEE ¢
the year:
Exchange differences on MEMBHRERNESR
translation of financial =8
statements - - - (1,839) - (1,839)
Total comprehensive loss for R EFEEHE

the year - - - (1,839) (18,469) (20,308)
Recognition of equity-settled  HER AL T ELARGH A

share-based payment EREERR - - 892 - - 892
At as 31 December 2024 and 742024612 A318 K&

1 January 2025 2025F1H1H 258,756 (8,992) 1,390 (30,480) (361,302) (140,628)
Loss for the year FREE - - - - (28,615) (28,615)
Other comprehensive income £ A E 2 E U :

for the year:

Exchange differences on BERERROES,

translation of financial 8
statements - - - 2,599 - 2,599
Total comprehensive income ~ FRAZE RS (E18)

(loss) for the year okl - - - 2,599 (28,615) (26,016)
Issue of share by placing FRREETRG 21,842 = = = = 21,842
Transaction cost attributable & BACE TR FENS

to issue of shares by placing X ZAA (110) = = = = (110)
Recognition of equity-settled  FEFR LARE &5 A5 E LA (5

share-based payment RERENAR = = 159 = = 159
As at 31 December 2025 M2025%12831H 280,488 (8,992) 1,549 (27,881) (389,917) (144,753)
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38. EVENTS AFTER THE REPORTING PERIOD

Grant of restricted share units under the
Restricted Share Award Scheme

On 21 January 2026, the Board granted an aggregate of
72,500,000 restricted share units (the “Awards”) under the
Restricted Share Award Scheme (the “Award Scheme”)
adopted by the Board on 29 August 2019 to nine employees
of the Group. The Awards represent entitlements to receive an
aggregate of 72,500,000 Shares of the Company, subject to the
vesting conditions as set out below.

The Awards were granted on 21 January 2026. The closing price
of the Shares on the date of grant was HK$0.049 per Share.

The Awards will vest in three annual instalments on the
first, second and third anniversaries of the date of grant,
subject to the grantees’ continued employment with the
Group and compliance with the terms of the Award Scheme.
No performance targets are attached to the Awards. No
consideration is payable by the grantees upon the vesting of the
Awards.

The Awards were granted from the remaining balance of the
Scheme Mandate. As at the date of this report, following the
grant of the Awards, the remaining number of Shares available
for grant under the Scheme Mandate is 13,500,000 Shares.
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38.

39.

40.

EVENTS AFTER THE REPORTING PERIOD
(CONTINUED)

Grant of restricted share units under the
Restricted Share Award Scheme (Continued)

The Board considers that the grant of the Awards aligns
with the purpose of the Award Scheme, namely to provide
the Selected Participants with an opportunity to acquire a
proprietary interest in the Group, to encourage and retain such
individuals to work with the Group, and to align the interests of
the Selected Participants directly with the Shareholders.

Placing of share

On 25 February 2026, the Company completed the placing of
560,000,000 placing shares to not less than six placees at the
placing price of HK$0.05 per share to raise net proceeds (after
deducting commission and other relevant costs and expenses) of
approximately HK$27,709,000 (equivalent to RMB24,553,000).

COMPARATIVE FIGURES

Certain comparative figures have been reclassified to conform
with the current year’s presentation.

APPROVAL OF THE CONSOLIDATED
FINANCIAL STATEMENTS

The consolidated financial statements were approved and
authorised for issue by the board of directors on 31 March
2026.

38.

39.

40.

W1 ETH (#)
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FIVE-YEAR FINANCIAL SUMMARY
hEPHRE

For the year ended 31 December 2025
BB 2025F 12431 H IFFZ

A summary of the published results and of the assets and liabilities TFXFrEiARERZIABTEEED A
of the Group for the last five financial years, as extracted from the MHELEUREENBEZME - 1HEA
audited financial statements, is set out below: KEZBT W

Year ended 31 December
HZ12A31BLLEE
2025 2024 2023 2022 2021
20254 20244 2023% 20224 20214
GBS RMB'OO0O RMB'OO0  RMB'0O00  RMB'000
INFiE ARBFT ARBTFIT ARETT ARETT

RESULTS E

Revenue WA 65,749 119,507 187,975 132,013 502,932
Cost of sales SHER A (62,846) (91,657) (118,511) (130,013) (403,276)
Gross profit EF 2,903 27,850 69,464 2,000 99,656
Loss before tax BRI RIES 18 (88,347) (88,643) (26,130)  (203,418)  (120,286)
Income tax credit/(expenses)  FrSEIE R, (FIs7) - 66 68 832 (3,116)
Loss for the year FAEE (88,347) (88,577) (26,062)  (202,586)  (123,402)

As at 31 December
MW12A31H
2025 2024 2023 2022 2021
20254 20245 2023%F 20224 20214
RMB'000 RMB’000 RMB'000 RMB'000 RMB’'000
Nsmn ARETT AREFT ARETT ARETT

ASSETS AND LIABILITIES BEREE

Total assets EESE 139,667 197,350 283,979 366,904 374,882
Total liabilities BEER (435,081)  (432,074)  (436,510)  (498,363)  (426,053)

(295,414)  (234,724)  (152,531) (131,459) (51,171)
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