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CORPORATE INFORMATION
NEEH
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o
FINANCIAL HIGHLIGHTS
MBRE
Year ended 31 March
HZEZ3A3MBLEE
2026 2025 2024 2023
2026 20254 20244 2023 %
HK$ million HK$ million  HK$ million  HK$ million
BEEBRT BE85T BEAT BEAT
Revenue WA 3,277.2 2,460.5 2,020.7 1,094.0
Gross profit EF 1,015.4 777.6 592.8 2722
Profit (loss) for the year FREN (EE) 269.1 170.4 144.5 (27.1)
Core net profit (loss)? R (B 1EFEE)? 300.9 2239 161.1 (9.5)
Pro-forma earnings (loss) per  #E F R AT (EE)
share (HK$)? (%) 0.54 0.34 0.29 (0.05)
Pro-forma core earnings (loss)  BZ O EFREF (E18)
per share (HK$)? (%B7L)? 0.60 0.45 0.32 (0.02)
As at 31 March
M3A31H8
2026 2025 2024 2023
2026 20254 20244 20234
HK$ million HK$ million  HK$ million  HK$ million
BEBT BEAT BEBT BEAT
Total assets BEMAE 1,254.5 1,289.0 1,335.0 1,179.7
Total liabilities BEBE 1,208.4 1,244.6 1,205.4 1,194.7
Return on total assets* 485 FE Bl 3R R 4 21.5% 13.2% 10.8% N/ATiE A
Notes: B 5

1. The Company was listed on the Main Board of the Stock Exchange on 5 June 1. RAE 20266 A5 AR AT ER £ -

2026. The Company published financial information from FY2023 to the eight RATERBRERF QM E 2023 BFEE i

months ended 30 November 2025 in the Prospectus, and therefore the above ZE2025F 11 A308 L NEAA 2B ER -

table sets out the financial highlights for the four financial years since FY2023. It ERE B 2023 B BFE R UEMIKFE 2
MBHE -

2. Core net profit (loss) is a non-HKFRS measure and is calculated as the profit 2. BOMA(BIEFR) 2 —HIERBUBREE
(loss) for the year adjusted to exclude (i) decrease in fair value of investment AlstE  EStE AR EFRNEF (FE) &A%
properties; and (ii) listing expenses. % BB ()VREMEATERD R ) EHRX -

3. Pro-forma earnings (loss) per share and pro-forma core earnings (loss) per 3. HEBRER (BB RMEZEROERER (B18)
share are non-HKFRS measures. Pro-forma earnings (loss) per share and pro- HEFBEUBRELEGE - BETREF
forma core earnings (loss) per share are calculated based on the profit (loss) (BB kEZSZLERAEFN (B18) DRBEASF
for the year and the core net profit (loss), respectively, divided by the total Ew A (B8 RzOMmR (B1EF8) - 25k
number of shares in issue upon the Global Offering, as if the Global Offering NEBIREERDHETRMDAE  BO2IKEE
had been completed at the beginning of the year ended 31 March 2026. EREE2026F3 A31 BILFEFMTR—HK -

4. Return on total assets is calculated as the profit for the year divided by the 4. REERRENAEFRAARFEBNRALE
total assets and multiplied by 100%. EBIIA100% °
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DEFINITIONS

In this annual report, unless the context requires otherwise, the following expressions shall have the following respective

meanings:

RAFEHRA - BXESBMEIN

“AGM”

[IRERBEFRE

“Articles” or “Articles of
Association”

[ARR ] kT2 40 A

"associate(s)”

R INI

“Audit Committee”
B3

“Board”
=3

""Capitalization Issue”’

[ &AL E1T]
“Chairman”
E:H

“Chief Executive Officer”

[1TER 48 %]

“Chief Financial Officer”

[ 87 75 48 8 |

“CG Code”
[EEEATR

“China” or “the PRC"” or
“Chinese Mainland”

(Bl sk [ E R

RIS AL TR -

the annual general meeting of the Company

ARBRRBFRE

the articles of association of the Company, as amended, supplemented or
otherwise modified from time to time

RARWEBMERAE - EARHEET - MRIAEM S KB

has the meaning ascribed to it under the Listing Rules

BB WA R T & AR E

the audit committee of the Board
EEeEkEEE

the board of Directors
oy

the issue of 374,000,000 Shares to be made upon capitalization of certain
sums standing to the credit of the share premium account of the Company to
the holders of Shares whose names appear on the register of members of the
Company at the close of business on 11 May 2026

RARRNBIRDEERE TERSEERNLE  R2026F5 A1 REERRH
75 SR [A) 4 51| AR 2 R IR SR 4 11 89 B £ #5 8 A %77 374,000,000 A% A% 7

the chairman of the Board

EFEXR

the chief executive officer of the Company

RRRITHARE

the chief financial officer of the Company

ENNCT T Y

the Corporate Governance Code as set out in Appendix C1 to the Listing Rules

EWRAIMERC1 B S EE AT

People’s Republic of China, and, unless the context requires otherwise and solely
for the purpose of this annual report such as describing legal or tax matters,
authorities, entities, or persons, excluding Hong Kong Special Administrative
Region, Macao Special Administrative Region, and Taiwan region of the People’s
Republic of China

hEARKME - RXESEAEINERRER (PINHRAEEIRNEER
W BERIADME  TEEPEARANBEEBESTHE R
AT R & &2 E

Lung Fung Group Holdings Limited / Annual Report 2025/2026
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“Company” or “our
Company”

[ARaE]]

“connected person(s)”

[BAEAL]

“connected
transaction(s)”
[BEER S

“Controlling
Shareholders”

[ B R

“Deed of Indemnity”

“Director(s)”

[E%]

"ESG”
[R5 e RkER]

“Full Group Corporation

Limited”
[HEBRAA

Eyn
[ F X

“FY2023"
[2023 B B E |

DEFINITIONS

Lung Fung Group Holdings Limited 82 & & E £ & B R 2 7], an exempted
company with limited liability incorporated on 3 October 2025 in the Cayman
Islands and the Shares of which are listed on the Main Board of the Stock
Exchange (stock code: 2290)

ELEEEZERARAT  A—HR2025F10A3REREHEFMAIH
BREERDF - ARMONEZFTER_ET (BRGHRK : 2290)

has the meaning ascribed to it under the Listing Rules

BB FmRAIM T AnRE
has the meaning ascribed to it under the Listing Rules
BB FHRAIE T ZAEE

has the meaning ascribed thereto in the Listing Rules, and unless the context
otherwise requires, collectively refers to, Mr. Tse, Mrs. Tse, Ms. Tse and TTK
Holding (for more details, see the section headed “Relationship with the
Controlling Shareholders” in the Prospectus); and “Controlling Shareholder”
means any one of them

BEE EMHABETZANRE  BERXESHREIN  BAEE  FHRKA -
WA+ R TTK Holding K418 (B E 2515 - RIBREE [ ERIZEAR AR R A B R ]
—&7)  MIERRRIEREERN—7

The deed of indemnity dated 25 May 2026 and entered into by the Controlling
Shareholders in favor of our Company (for ourselves and as trustee for our
subsidiaries), particulars of which are set out in “Appendix V — Statutory and
General Information — D. Other Information — 12. Estate duty, tax and other
indemnity” in the Prospectus

HHEIA202655 A 25 A REAERKRFEAERRR (BRMAEA S RIEAKMMEB
RAMEFEA) AZRAMIYARERE  EFBENBRERIMER
— EER—MER D EMER —12 BEH  HEREMBERSE

the director(s) of our Company

RKRBES

environmental, social and governance
RIR - HEgRER

a company wholly-owned by Mr. Tse and therefore, is an associate of Mr. Tse
and our connected person

HRERERAORR] AL SHEENBBRAREMNBEEAL

the financial year ended 31 March of the relevant year

BEMBEFEIANNALMBFE

the financial year ended 31 March 2023
BZE2023F3A31 A ILHKRFE

Lung Fung Group Holdings Limited / Annual Report 2025/2026
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DEFINITIONS

“FY2024"
[2024 B EX F [ |

“FY2025"
20258 B E |

“FY2026" or “Year"” or
“year under review"”

[2026 Bf L F 2 | 5k
[AEE | [EEFE ]

“FY2027"
[2027 AR F & |

" Global Offering”

[ZIREE]

"Group”, "our Group”,
“we", "our” or "us”

(A& B ok [ 5P

IIHK$H

[T

“Huge Max (Hong Kong)
Limited”
Eg(FB)ARRAR
“Huge Max Development
Limited”
AREERBR QA

“INED(s)"
(B IFITEE]

"LFp”

the financial year ended 31 March 2024
B ZE2024F3A318 EWBFE

the financial year ended 31 March 2025
BZE2025F3 A31 A ILHREFE

the financial year ended 31 March 2026

HZE2026F3 A3 BILBIRFE

the financial year ending 31 March 2027
BZE2027F3A31 HIEMBEFEE

the initial public offering of the Company’s Shares on the Main Board of The
Stock Exchange of Hong Kong Limited on 5 June 2026 as described in the
Prospectus

WINREERATM - ARAFRHR2026F 6 ASHERBH AT ERETTH
EPNGE

our Company and its subsidiaries (or our Company and any one or more of its
subsidiaries, as the context may require)

RRBIREMBAR (RMNEME  ARBAREERN-—HEXZHMEAR)

Hong Kong dollars and cents respectively, the lawful currency of Hong Kong

ABITREN - BEEEEH

a company wholly-owned by Mr. Tse and therefore, is an associate of Mr. Tse
and our connected person

HAEERERAORR] AL SHEENBBARBMNBEEAL

a company wholly-owned by Mr. Tse and therefore, is an associate of Mr. Tse
and our connected person

WELEZEBHRANAR A SHTENBEARKMANEEAL

the independent non-executive Director(s)

BILIFRITES

Lung Fung Pharmaceutical (Group) Limited (L 2% (£ B) AR A 7)), a
company incorporated under the laws of Hong Kong with limited liability on 8
June 2007 and wholly-owned by LF Retail Holding Limited, and is therefore an
indirect wholly-owned subsidiary of our Company

BELEX(KE)BRAF - R—fER2007F6 A8 HRBEEEEHIFEMK L
BIAFR A F) » HLF Retail Holding Limited 2 8 A - AR QA REE2EWE D
A

Lung Fung Group Holdings Limited / Annual Report 2025/2026
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“Listing”
[E7)

“Listing Date”

[ FTH

“Listing Rules”

[ Er#R Al

“Lung Fung International

Trading Limited”
REBRREZERAR

“Max Profit Investment
Holdings Limited”

i RE () AR A

“Model Code”

[R5 Al

“Mr. Tse"

Kb

“Mrs. Tse”

EiEINI

“Ms. Tse”

Eifs=ul

“Nomination Committee”

[fE2Z8&

"Prospectus”
[TBlREE ]

“Q12025"
2025 F E—FE

DEFINITIONS

the listing of the Shares on the Main Board of the Stock Exchange
RO FrEIR £

5 June 2026, the date on which the issued Shares were initially listed on the
Main Board of the Stock Exchange
20266 ASH ' AE BTNV EBHIAMERTAEENHH

the Rules Governing the Listing of Securities on the Stock Exchange, as amended
or supplemented from time to time

(BMRFES LMHRAD - ETRETRMT

a company owned by Mr. Tse and Ms. Tse as to 90% and 10%, respectively, and
therefore, is an associate of Mr. Tse and our connected person

BT ERBLZLTHBIHEBI0% R 10% KA T - Bt A# kEMNBE AR
BMRREEAT

a company wholly-owned by Mr. Tse and therefore, is an associate of Mr. Tse
and our connected person

HEERERAORA R AHEENBBARBRMNBEEAL

the Model Code for Securities Transactions by Directors of Listed Issuers as set
out in Appendix C3 to the Listing Rules
FHRRAMSE I EMBETAERTETESFRHNRESTAD

Mr. Tse Siu Hoi (#f 4> /&), the Chairman, the Chief Executive Officer of our
Company, an executive Director, one of our Controlling Shareholders, the spouse
of Mrs. Tse and the father of Ms. Tse

WPBEE BEFE  ARAITHEE TES BERKRRZ— #XA
BV BC B DA R i 22 £ RO SR

Ms. Chan Yuen Fong Shirley (FR #2755 ), one of our Controlling Shareholders, the
spouse of Mr. Tse and the mother of Ms. Tse

BRI X+ RIERARR 2 — - SR AERERS MG L L EH

Ms. Tse Chui Ying (# 2 £), an executive Director, one of our Controlling
Shareholders and the daughter of Mr. Tse and Mrs. Tse
WBRETT  RITES ERBEZ —UARMEERHHRANLR

the nomination committee of the Board

EFgRE%ES

the prospectus of the Company dated 28 May 2026
RNARIAAR2026F5 A28 HHWBRER

the first quarter of calendar year of 2025
2025 BFE—FE

Lung Fung Group Holdings Limited / Annual Report 2025/2026
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DEFINITIONS

“Q12026"
2026 F E—FE

“Remuneration
Committee”
[HFNEZE =
“SEQ™"

[3& 5 K EIE 501
“Share(s)”

[ 17 ]

“Shareholder(s)"”
[&% 5 |

“Stock Exchange”
['B6 22 By

“subsidiary(ies)”

Kial=PNCIN

“TTK Holding”

[TTK Holding ]

“treasury share”

(B

nopn
[% ]

the first quarter of calendar year of 2026
2026 BFE—FE

the remuneration committee of the Board

o
At
il
a
=
R
pil
%

the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong),
as amended or supplemented from time to time

FREPIESTI E(EFRRAEERD) - EARERT ST

ordinary shares in the capital of our Company with nominal value of HK$0.0001
each
RN R AN G AR E B 0.0001 7 T A A

the holder(s) of Share(s)
e A

The Stock Exchange of Hong Kong Limited
ERMERSHRBERAT]

has the meaning ascribed to it under the Listing Rules

BB TR R T & AN E

TTK Holding Limited, a company incorporated under the laws of the BVI with
limited liability on 25 September 2025 and owned as to 97.29%, 2.70% and
0.01% by Mr. Tse, Mrs. Tse and Ms. Tse, respectively, and one of our Controlling
Shareholders

TTK Holding Limited * &— /2025 9 A 25 AR & A B8 2 A 5 A 0 - it
RIZWBRAR  SRIBE@HTE  HRARB L LIEFI7.29% - 2.70% K
0.01% s - BRERERR 2 —

has the meaning ascribed to it under the Listing Rules

BB WA R T & AR E

percent
Bkt

Lung Fung Group Holdings Limited / Annual Report 2025/2026
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Dear Shareholders,

On behalf of the Board of Directors, | am pleased to present the
annual results of the Group for the Year. As the financial results for
the year under review relate to the period prior to the Listing of the
Company on the Main Board of the Stock Exchange on 5 June 2026,
they reflected the operating performance of the Group before its
listing status took effect.

Since the reopening of the border in 2023, the Group has been able
to capture market opportunities arising from the gradual recovery
in consumer traffic and retail demand in Hong Kong. Leveraging its
established market position and disciplined execution, the Group
continued to expand its retail network across Hong Kong, increasing
its number of retail stores from 12 as at 31 March 2022 to 31 as at
31 March 2026, with such expansion funded primarily by internally
generated funds supported by profit growth and effective working
capital management.

For the year under review, the Group recorded revenue and profit at
record levels. The Board believes that such performance reflects the
continued market recognition of the “Lung Fung” brand by both
local customers and visitors, as well as the resilience of the Group’s
business model and its ability to respond effectively to changing
consumer demand.

The Group has developed a diversified customer base across different
age groups and consumer segments. As a trusted local retail brand,
the Group offers a carefully curated and extensive range of product
categories together with a convenient one-stop shopping experience,
which has helped enhance customer loyalty, support repeat purchases
and increase spending per visit.

The Listing of the Company in June 2026 marked an important
milestone in the development of the Group. Looking ahead, the
Group will continue to adhere to its established business direction
and implement the business plans as set out in our listing documents,
while maintaining a prudent approach to expansion, operational
management and corporate governance.

CHAIRMAN'S STATEMENT

EEHRE

BRIAR

RAANERERESE MAZBRAEERNAKE
ECFEEE HRBIBEFER K EENA
KARN2026F6 ASHEBZATER L™
AEH AR ZEXERVTASEEE LT
U A AT Y & B R R o

E2023F O ERUR - AEBERINIEESR
BHEEARRSERTRELERMB RGN
MIHHE - REHBEN ISR EED
WITH ASBEBEREREENTEHEL
BEEEMEN2022F3A31BM12/EE
2026 F3A3TAM3IHE HEEERIEZXN
HEENESHS IEENFBEERERE
MK EBEESER -

REBFEEAR  NEBEOEARMNBEHET
mEHE e  EFTEME HWERRRMRT (8
I mEBEERABERETNTISR
A ARRAREEZBRANGNE - ARE
BRES TE R EEEF KNGS

AEEERYBEBTRFRENREERREY
SZTLEFPH -FREXEENIHBTER
o ARERHEEHBOERBRRESNE
o WRHERN A BYER AR
TEELHE REEBEBE ARASAX
HHERE

ARARIN20265F6 A L R EARNEEH
RERBTNEZERE - RERK  A&EHE
HBERFEETNEFE TR YEELEWMX
HHREANEGTE ASEER K28
BRERERNTEARGEREE
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CHAIRMAN'S STATEMENT
EREE

The Board believes that the Group has established a solid operating
foundation and is well positioned to pursue its medium- to long-term
development objectives. With a clear strategy, sound management
and a disciplined approach to execution, the Group will continue to
strive for sustainable growth and the creation of long-term value and
satisfactory return for its shareholders.

In light of the Group's solid operational foundation and performance
during the Year which had exceeded the Group’s expectations, the
Company intends to distribute not less than 60% of distributable
profits for FY2027, being the first financial year after Listing and
thereafter, to our Shareholders, subject to consideration of various
factors, including our operations and earnings, capital requirements
and surplus, general financial condition, contractual restrictions,
capital expenditure and future development requirements,
Shareholders’ interests and other factors which they may deem
relevant at the material time.

On behalf of the Board, | would like to express my sincere gratitude
to our shareholders, customers, suppliers, business partners,
management team and staff for their continued trust, support
and contribution. The Board will continue to lead the Group with
prudence and commitment as it advances into its next stage of
development.

Tse Siu Hoi
Chairman, Executive Director and Chief Executive Officer
Hong Kong, 29 June 2026
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MANAGEMENT DISCUSSION AND ANALYSIS

The Group is a Hong Kong-based retail chain specialising in beauty,
health, pharmaceutical and other consumer products. We are
currently operating 31 retail stores in Hong Kong under the “Lung
Fung” brand, complemented by various online sales platforms,
offering customers a broad range of value-for-money products. Our
flagship store at Gala Place in Mong Kok provides a spacious shopping
environment with a gross floor area of approximately 17,500 sq.
ft. Our product portfolio covers 11 categories: proprietary Chinese
medicines, western medicines, health supplements, skincare products,
cosmetics, perfume, personal care, household sundries, maternal and
infant care products, food and pet supplies. We also sell through
multiple online channels, including our official online store and
major Chinese e-commerce platforms such as Tmall, WeChat Mini
Program and JD.com. Our products are sourced from a wide network
of suppliers worldwide, including brand manufacturers, authorised
agents, brand distributors in Hong Kong, wholesalers, and original
equipment manufacturers (“OEM") and original design manufacturers
(“ODM").

BUSINESS REVIEW

During 2025, the global business environment remained challenging
and complex. Global economic growth remained subdued compared
with historical averages. Businesses continued to face uncertainties
arising from geopolitical tensions, trade policy adjustments, regional
conflicts, supply chain realignments and currency fluctuations.
Heightened strategic competition among major economies,
together with evolving tariff and trade measures, continued to
affect international trade flows and business sentiment. Against
this backdrop, consumer spending patterns remained cautious in
many major markets despite gradual improvements in employment
conditions and economic activity.

In Hong Kong, the economy demonstrated resilience during 2025,
supported by a recovery in tourism, improving visitor arrivals and
stable labour market conditions. However, the retail sector continued
to experience structural changes in consumer behaviour. Local
consumers remained value-conscious amid economic uncertainties
and increasingly shifted discretionary spending towards online
channels and cross-border consumption. At the same time, retailers
faced ongoing challenges from intense market competition and
changing customer preferences.

BB A

REER—FRUBEAEMNTEEHIE
EAREMER REER ZEmRkEAME
BEM BRMESRESNEE] RELE
BNHZEREUREHERLHETE  RER
REBRESBEMEMENER - KA
HARLTNEEERHERTENBEYR
% %’ H &4 /17,500 F 75 R « AR E
mAERENKER - PR L. RIE
T EXFSE‘J:IIJ At~ BHAX - EAER - AE
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MANAGEMENT DISCUSSION AND ANALYSIS

BEET WD T

Despite these headwinds, Hong Kong's retail market showed signs of
stabilization and recovery during 2025 with the positive momentum
continued into Q12026. According to official statistics published by
the Census and Statistics Department, total retail sales value for 2025
increased by approximately 1.0% compared with the previous year,
reversing the decline recorded in 2024, while Q12026 increased by
12.1% compared with Q12025. The improvement was supported
by continued recovery in inbound tourism and improving consumer
sentiment.

Revenue

During FY2026, the Group's revenue increased to HK$3,277.2 million
from HK$2,460.5 million for FY2025, representing an increase of
33.2% (FY2025: 21.8%), maintaining double-digit growth and
reflecting continued strength in its core operations.

Physical retail operations remained as the primary growth engine,
contributing HK$3,202.5 million for FY2026, representing a 33.9%
year-on-year increase from HK$2,391.6 million for FY2025. The
Group's retail footprint, strategically distributed around Hong Kong,
continued to support broad market coverage and customer reach.

The strong performance was underpinned by both network
expansion, with the number of retail stores increasing from 25 as at
31 March 2025 to 31 as at 31 March 2026, and solid same-store sales
growth of 3.9% within the same period, demonstrating the Group’s
ability to drive organic growth alongside disciplined expansion.
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MANAGEMENT DISCUSSION AND ANALYSIS

Over the past four years, the Group’s revenue growth has consistently
outperformed the overall Hong Kong retail market.

BEEBTWED AT

RBEMF  AEEBNBARR-—BEERE
BEBTEMHMNRA -

2022 2023 2024 2025
Calendar year BF 20224 20234 20244 2025
Total retail sales value in Hong Kong EATERE 349,964 406,649 376,847 380,445
(HK$ million) (Note 1) (B8ET) (1)
Annual change FEEE N/A 16.2% -7.3% 1.0%
TE R
2023 2024 2025 2026
Financial year ended 31 March BE3ANBLVERFE 2023 2024 F 20254 2026 F
Retail sales of the Group REBTEHE 1,043 1,978 2,412 3,205
(HK$ million) (Note 2) (B&®T) (a2)
Annual change FEE N/A 89.6% 21.9% 32.9%
TEA
Notes: B 5%
1. Total retail sales value in Hong Kong included retail sales through retail store 1. EETERERIEERTEERBE ETAET

and online platform, sources from Census and Statistics Department

2. Retail sales of the Group represents retail sales through retail stores and
online platforms in Hong Kong

The Group has maintained a consistent growth trajectory over the
period, notwithstanding that the overall retail market remained in a
recovery phase in 2025. The outperformance relative to the market
was primarily attributable to its continued expansion of its retail
network and enhancement of product and brand offerings which
together strengthened its market position and broadened its customer
base.

Revenue from retail sales through online platforms and wholesale
sales amounted to HK$74.6 million in aggregate for FY2026,
representing a slight year-on-year increase from HK$68.8 million for
FY2025.

MTEHE  BRRR BTG R

2. AEENZEHEEREEBBTEERKL
FHRETHNTEHE

BE2025FERTEMHNENERRER
AEEELLMRAEATRENERES -&
RISEHNRATIERINFERERETER
woRtEREMERT  ARZBEETS
WhL - WIHEREFEE

P26 M FEERAZEEFAREHEE
HNEEHERASLETICHEERE T B
2025 A EE R 68.8 B BB IS ARILLIE K ©
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MANAGEMENT DISCUSSION AND ANALYSIS

BEET WD T

Same-store sales

Same-store sales represents the revenue from the retail stores
("Comparable Stores”) that were in operation throughout the entirety
of the relevant financial year or period and the preceding financial
year or period being compared.

Same-store sales growth strengthened to 3.9% for FY2026,
compared with 0.01% for the eight months ended 30 November
2025 (“8MFY2026") as disclosed in the Prospectus, based on a
comparison of the revenue from the 15 Comparable Stores which
were in operation throughout the entirety of FY2026 or 8MFY2026,
and the preceding financial year (i.e. FY2025) or period (i.e. for
the eight months ended 30 November 2024 (“8MFY2025")) being
compared, respectively. In Q12026, the same-store sales of these 15
Comparable Stores increased by 10.3% compared to Q12025. The
improvement reflected an acceleration in sales momentum towards
the end of 2025 and into the Q12026.

B &

REHEERBEREYBRFEERHERL
B E—MRFEXHEAARELENTE
J& ([RIEEE &8 )) FREE RN »

2026 T FERREHEBRAE39% + M
BN R EIRFTEE - Bl E 202511 H30
HIENEAR ([2026 M BIFEEENEA] HE
JEEER R A0.01% @ L EIR T AR ¥ 15
A EMRA Z L - ZE RN EE2026
BRFER 2026 M BFEENBAFEL
W R B AT — B Bk E (BN 2025 i B
fE) s B (A £2024F 11 A30H 1\ @
A (T2025BFEE @A) E/THLE -
R2026FF—FEF - Z15HEALIEHNREE
SHE R 2025 F £ —F[Z L PN10.3% ° bk
EMBEEBEERN 2025F K E2026F 5§ —
FEEMEAFTINR o

8M 8M
FY2026 FY2025 FY2026 FY2025 Q12026 Q12025
2026 2025
MRFEE MBFE 2026 2025 2026 F 20254
BNAEBA E/\ER HMERFE VBFE F-—FE F—FE
Number of Comparable At /EREE
Stores 15 15 15
Sales of Comparable Stores ] bt [ 4 89 85 &
(HK$ million) (B&ET) 1,352.7 1,352.5 @ 2,134.9 2,054.5 585.8 530.9
Same-store sales growth /R EE K 0.01% 3.9% 10.3%
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MANAGEMENT DISCUSSION AND ANALYSIS

For Q12026 alone, based on a comparison of the revenue from the
22 Comparable Stores that were in operation throughout the entirety
of Q12026 and the preceding period being compared (i.e. Q12025),
the same-store sales growth was 14.8%.

BEEBTWED AT

2026 FFE—FEME - IRIBE N 20265
F—EERERKEN 22 T L MR
AT —HIF (BN2025F £ —FF) MUK AESE
bt RIEHEIER A14.8% ©

Q12026 Q12025
2026 ¥ 20254
E—-FE E—FE
Number of Comparable Stores AL EMEE 22
Sales of Comparable Stores (HK$ million) At /ERREE (BBET) 770.5 671.1
Same-store sales growth A5 S B I & 14.8%

The improvement in performance was primarily attributable to the
increase in tourist arrivals and the gradual recovery in consumer
sentiment, which has been particularly significant since the last
quarter of 2025. In addition, the retail stores opened during FY2024
and FY2025 have progressively passed their ramp-up phase, thereby
contributing to the expansion of the Group’s customer base and its
increased in market penetration.

Product categories

Among the Group’s major product categories, beauty products and
other consumer products recorded comparatively stronger sales
growth than other categories, mainly attributable to an increase
in the sourcing of new stock keeping units (“SKUs"”) and brands
including our private label products. The contribution of revenue from
private label products increased from 13.6% for FY2025 to 14.3% for
Fy2026.

EBENETEHFERARKEASEMEBEERS
HEFEIE - B2025F FIUEE AR I B R E
BIBBEE o SN - B F 2024 B B 1 2025 BF
HRFEEREMTEEC RS ERBIMEE -
WEBRBEAAEENTFER  WIRAHES

B2BER -

EmER

RAEBMEIZERENME  EHEMRKE
B BERMEESREBRAMEARNS - £
ZHMIGINRBHNET RE ([SKU) kMR
(BHEEMHERMEERTAN) - BRME
R U A L R 2025 BA I SE E #913.6% -
FE2026 M FERI143% ©

U]

N
/ a8
T\ E3exsom
- .; flloco
:V(f ‘l CE 1
) P :

Lung Fung Group Holdings Limited / Annual Report 2025/2026

REKEERERAR/ T - h T RFFE

17



18

MANAGEMENT DISCUSSION AND ANALYSIS

BEET WD T

Change
FY2026 FY2025 (%)
2026 2025 #

BBEE BERFE (%)

HK$ million HK$ million

Product categories Em¥ER BEART BEBT
Beauty products EtE M 1,120.8 818.0 37.0%
Health products RIEEmM 588.1 433.8 35.6%
Pharmaceutical products B 534.0 4731 12.9%
Other consumer products HiBEEE M 1,034.3 735.6 40.6%
Total mEt 3,277.2 2,460.5 33.2%

FINANCIAL REVIEW e

The financial results for FY2026 reflect the Group’s performance prior
to the Company’s Listing.

Gross profit and gross profit margin

Gross profit for FY2026 was HK$1,015.4 million, representing an increase
by 30.6% compared to HK$777.6 million for FY2025. The gross profit
margin of 31.0% for FY2026 was slightly lower than that of 31.6% for
FY2025 by 0.6% due to the increase in sales of other consumer products
which were generally lower in gross profit margin. More resources will
be deployed on product development of private label products in this
category to enhance the product margin.

Operating expenses

Operating expenses, including selling and distribution expenses,
administrative expenses and finance costs, amounted to HK$690.2
million, or 21.1% of revenue for FY2026. For FY2025, operating
expenses were HK$535.7 million, or 21.8% of revenue.
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MANAGEMENT DISCUSSION AND ANALYSIS

Selling and distribution expenses increased by 35.3% to HK$584.1
million for FY2026, mainly due to capacity realignment of
warehousing space to support continued business expansion. Further
increases in warehouse space are expected for FY2027. Branding
expenses for the Group and its private label products, together with
recruitment-related costs, were also higher than in FY2025. The
second series of advertising programs for the Group’s private label,
Tse Tai Kung, was produced and launched in the second quarter of
2026. The Group continued to engage Mr. Vincent Kok Tak Chiu,
a well-known celebrity across film, television and other media, for
the new product, Tse Tai Kung CleanStream, a healthy supplement
suitable for individuals concerned about blood pressure, blood lipids,
and blood sugar levels.

H =0

HEISIER IBFEEE

Rt

S -
S« M

Administrative expenses increased by 22.2% to HK$64.3 million
for FY2026 due to increase in resources for product development,
product sourcing, corporate compliance and reporting. Finance costs
decreased by 18.9% to HK$41.8 million for FY2026, mainly due to
reduced bank borrowings and bank overdrafts.

BEEBTWED AT
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ESIEBBTL TEARAIIFFEER
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MANAGEMENT DISCUSSION AND ANALYSIS

BEET WD T

Profit for the year

Profit for the year for FY2026 was HK$269.1 million, being the record
high for the Group.

Profit for the year for FY2026 increased by 57.9% compared to
FY2025 due to the increase in the number of retail stores to 31 retail
stores with the addition of 6 retail stores opened during FY2026 and
same-store sales growth at 3.9%.

Return on total assets

Return on total assets, calculated as the profit for the year divided by
the total assets and multiplied by 100%, continued to improve, rising
from 10.8% for FY2024 to 13.2% for FY2025, and further improved
to 21.5% for FY2026, reflecting the strength of the Group’s business
model and its effective management of working capital in the
prevailing retail environment.

Bank borrowings and bank overdrafts

Since FY2023, the Group has been maintaining a downward trend
in bank borrowings and bank overdrafts. Bank borrowings and bank
overdrafts decreased by HK$200.3 million from HK$756.6 million as
at 31 March 2025 to HK$556.2 million as at 31 March 2026. The
decrease was mainly attributable to strong internally generated cash
flows.

Accordingly, the expansion of the retail network by the addition
of 19 retail stores from FY2023 to FY2026, which is disclosed in
the Prospectus was financed by robust profit growth, strong cash
generation and efficient working capital management.

Net current liabilities

As at 31 March 2026, the Group's net current liabilities amounted
to HK$413.2 million, which was HK$230.4 million lower than the
amount as at 31 March 2025, mainly due to a reduction in bank
borrowings and an increase in cash and cash equivalents. After the
Listing, the Group expects its financial position to be significantly
strengthened.
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MANAGEMENT DISCUSSION AND ANALYSIS

Net gearing ratio

As at 31 March 2026, the Group’s net gearing ratio, being bank
borrowings and bank overdraft less cash and cash equivalents divided
by total equity, was 1,046.4% (31 March 2025: 1,566.8%). The
decrease in net gearing ratio was mainly due to the decrease in bank
borrowings and bank overdrafts as at 31 March 2026 compared to 31
March 2025. Following the Listing, the net gearing ratio is expected
to decrease to close to zero as a result of the increase in capital raised.

Reconciliation of Non-HKFRS Measures to the
Nearest HKFRS Measures

To supplement the Group’s consolidated financial statements
prepared in accordance with HKFRS Accounting Standards as issued
by the Hong Kong Institute of Certified Public Accountants, the Group
also presents core net profit, pro-forma earnings per share and pro-
forma core earnings per share as non-HKFRS measures. These non-
HKFRS measures are not required by, nor presented in accordance
with, HKFRS Accounting Standards. The Group believes that these
measures provide useful information to Shareholders and potential
investors in understanding and evaluating the Group’s results of
operations by facilitating comparisons of operating performance from
period to period, after excluding items that management considers
not indicative of the Group’s underlying operating performance
and/or after adjusting for the number of new shares issued upon
the Global Offering. The Group also believes that these measures
enhance the overall understanding of its past performance and future
prospects, and provides greater visibility over the key metrics used
by management in its financial and operational decision-making.
However, these non-HKFRS measures should not be considered in
isolation from, or as a substitute for, the Group’s financial information
prepared in accordance with HKFRS Accounting Standards, and
may not be comparable to similarly titled measures used by other
companies.
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MANAGEMENT DISCUSSION AND ANALYSIS
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Core net profit

Core net profit represents profit for the year adjusted to exclude
(i) decrease in fair value of investment properties; and (ii) listing
expenses.

The following table sets forth the calculation of core net profit as a
non-HKFRS measure:

B FE R
BORMNBEERABABRKOREMERFE
B R (i) LR E R FRER o

PRI EARFIRFREOZOANTET
EWERIEFEMBHRELEANGFE)

FY2026 FY2025
2026 2025
BBEE FHEE
HK$000 HK$000
FET FHEIT
Profit for the year F N 7l 269,100 170,432
Adjusted for: BUATIEB B % -
— Decrease in fair value of investment — REMERFERD
properties 16,720 53,482
— Listing expenses — WX 15,113 -
Core net profit as a non-HKFRS measure AN
(EREBERBMBMELRGFE) 300,933 223,914

Pro-forma earnings per share

The calculation of pro-forma earnings per share of HK$0.54 is based
on the profit for the year attributable to owners of the Company
for FY2026 amounting to HK$269.1 million, divided by the total
number of shares in issue upon the Global Offering of 500,000,000
shares, assuming that the Global Offering had been completed at the
beginning of the year ended 31 March 2026.

Pro-forma core earnings per share

The calculation of pro-forma core earnings per share of HK$0.60 is
based on the core net profit amounting to HK$300.9 million, divided
by the total number of shares in issue upon the Global Offering of
500,000,000 shares, assuming that the Global Offering had been
completed at the beginning of the year ended 31 March 2026.
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MANAGEMENT DISCUSSION AND ANALYSIS

FUTURE OUTLOOK AND PROSPECTS

Looking ahead, management believes that the global operating
environment will continue to be influenced by geopolitical
developments, international trade policies and macroeconomic
conditions. In Hong Kong, ongoing government initiatives to promote
tourism, major events and consumption, together with continued
visitor growth, are expected to provide support to the retail sector.
Nevertheless, evolving consumer behaviour and cross-border
consumption trends will continue to reshape the competitive retail
landscape.

The Group will continue to closely monitor market developments and
invest in product sourcing and purchasing. We remain committed to
sourcing a broader and more innovative product range for customers
while enriching our existing 11 product categories. The Group will also
explore new category in line with its goal of offering “more choices
and more fun”. We will continue to allocate resources to developing
our private-label products to further enhance the proportion of them
in terms of revenue of the Group. In line with the Group’s future
strategies as disclosed in the Prospectus, the Group will also invest
in upgrading its warehouse management system and point of sale
systems to improve operational efficiency.

For FY2027, the Group plans to open approximately 6 to 7 new retail
stores, primarily in major shopping districts, with selected locations
in residential areas that offer strong market potential. The Group
also has plans for expanding retail space of existing stores to better
capture demand and further drive same-store sales growth. The
Group expects the expansion would be financed by proceeds from
the Global Offering and/or internal resources, as the case may be.

Our customer-focused approach and market-responsive strategies will
remain in place to capture emerging opportunities while managing
external risks.
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MANAGEMENT DISCUSSION AND ANALYSIS
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SUBSEQUENT EVENT(S)

Subsequent to the end of the reporting period, the following
significant events took place:

MR FIA

RBEMREEREBELETINEKRER

On 18 May 2026, the Company’s ultimate and immediate
holding company, TTK Holding, has resolved that, conditional
upon the share premium account of the Company being
credited as a result of the issue of the offer shares pursuant to
the Global Offering, the Directors were authorized to capitalize
HK$37,400 standing to the credit of the share premium account
of the Company by applying such sums of towards the paying
up in full at par a total of 374,000,000 shares for allotment
and issue to the holders of shares whose names appear on the
register of members of the Company at the close of business
on 11 May 2026 in proportion (as near as possible without
involving fractions so that no fraction of a share shall be allotted
and issued) to their then existing respective shareholding in the
Company.

On 21 May 2026, the Company declared dividends of HK$23
per share totaling HK$23,000,000, which were settled by
way of offsetting with the Group’s amounts due from related
parties.

Upon the Listing, the Company issued and allotted 374,000,000
new shares to TTK Holding of HK$0.0001 each as a result of the
Capitalization Issue, and issued and allotted 125,000,000 new
shares at an offer price of HK$5.18 per share as a result of the
Global Offering.

R2026F5818H AR AIMHEKER
BEEER AT TIK Holding 358 @ AR
ARMEEREARBEERFEERITRE
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Save for the disclosure herein, the Directors are not aware of any
significant event requiring disclosure that has taken place subsequent
to 31 March 2026 and up to the date of this report.

CAPITAL EXPENDITURE

For FY2026, the Group incurred capital expenditures in respect
of expenditures on additions of property, plant and equipment of
HK$36.2 million (FY2025: HK$54.9 million).
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MANAGEMENT DISCUSSION AND ANALYSIS

CAPITAL COMMITMENTS

As at 31 March 2026, the Group did not have material capital
commitments.

CONTINGENT LIABILITIES OR GUARANTEES

As at 31 March 2026, the Group provided a corporate guarantee
to an unlimited extent to a bank for banking facilities granted to a
related party. As at 31 March 2026, bank facilities utilized by the
related party amounted to HK$75.1 million. (31 March 2025: HK$92.4
million). The aforesaid corporate guarantee has been released. Apart
from this, the Group did not have other material contingent liabilities.

MAJOR INVESTMENTS, ACQUISITIONS AND
DISPOSALS

The Group had no material investment, acquisitions or disposals of
subsidiaries, associates or joint ventures during FY2026.

FUTURE PLANS FOR MATERIAL INVESTMENTS
OR CAPITAL ASSETS

Save as disclosed in the section headed “Future Plans and Use of
Proceeds” in the Prospectus and the section headed “Use of Net
Proceeds from the Global Offering” in this report, the Group has
no plan authorised by the Board for other material investments or
additions of capital assets as at the date of this report.
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EENSREEE

EXECUTIVE DIRECTORS

Mr. Tse Siu Hoi (#478), aged 58, is the Chairman and our Chief
Executive Officer and he was appointed as a Director in October 2025
and re-designated as an executive Director in November 2025. He
is primarily responsible for our Group’s overall corporate strategies,
management and business development. He is also a member of
Remuneration Committee. He has been the Managing Director of LFP
since January 2008.

Mr. Tse founded our Group in 1992. Since then, Mr. Tse has been
instrumental in our business expansion and has developed our Group
from a small-scale operation of one local pharmacy in Sheung Shui,
New Territories, into one of Hong Kong’s largest pharmacy and
cosmetics retail chains.

Mr. Tse has over 30 years of experience in the pharmacy industry. He
also serves as a director of the following members of our Group:

o Top Harvest Pharmaceuticals Company Limited
o Tai Fung Medicine Company Limited

° San Fung Health Limited

o Pearl Lake Global Limited

o Lung Fung Pharmaceutical (Group) Limited
o Lung Fung Investment (Japan) Limited

. Lung Fung Investment (China) Ltd

o Lung Fung Dispensary (Main Store) Limited
o Lung Fung Dispensary (3rd Store) Limited
o Lucky Talent Corporation Limited

o Huge Harvest Trading Limited

o Grand Harvest Worldwide Limited

o Gain Ocean International Limited

o Forever Rising Worldwide Limited

° Fancy Mind Corporation Limited

o Dragon Mind Creation Limited

o Kidbrooke Group Limited

° Harvest Smart Holdings Limited
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Apart from his position in our Group, Mr. Tse has also been serving
as the Consultant of the Sheung Shui District Rural Committee since
2011. He is also the honorary president of the New Territories Chiu
Chow Federation from 2017 until present. Before establishing his
own pharmacy business and founding the Company, Mr. Tse received
secondary school level of education and worked at a dispensary shop
owned by his brother-in-law. Prior to that, Mr. Tse worked in the
garment industry in the 1980s.

Mr. Tse is the father of Ms. Tse, the spouse of Mrs. Tse, one of the
Controlling Shareholder and the brother-in-law of Mr. Chan Wai
Kong, the purchasing director of the Company and a director of Tai
Fung Medicine Company Limited, a wholly-owned subsidiary of the
Company.

Ms. Tse Chui Ying (# 2 %), aged 31, was appointed as a Director
in October 2025 and redesignated as an executive Director in
November 2025. She is primarily responsible for business and supply
chain operations, and product development of our Group. She is a
member of our Nomination Committee.

Ms. Tse serves as a director of the following members of our Group:

. Well Harvest (China) Limited

° Pearl Lake Global Limited

o Master Grand Investment Limited

o Great Harvest Enterprise Limited

. Great Harvest Asia Investment Limited
o Grand Harvest Worldwide Limited

Ms. Tse obtained her bachelor’s degree in Business and Management
from Cardiff Metropolitan University in June 2019.

After obtaining her bachelor’s degree from the Cardiff Metropolitan
University, she returned to Hong Kong in 2019 to participate in the
family retail business, serving as Assistant to the Managing Director
of LFP. When she first joined the Group, she was involved in the
development of Original-Equipment Manufacturers products, primarily
focusing on skincare and personal care products. As she gained
experience, Ms. Tse also assisted her father, Mr. Tse, in managing and
coordinating daily departmental operations of our Group.

Ms. Tse is the daughter of Mr. Tse and Mrs. Tse, one of the
Controlling Shareholder and the niece of Mr. Chan Wai Kong, the
purchasing director of the Company and a director of Tai Fung
Medicine Company Limited, a wholly-owned subsidiary of the
Company.
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EENSREEE

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Chu Woon Ming (&% 8) (“Mr. Chu”), aged 80, was
appointed as our INED in November 2025. He is responsible for
overseeing the management of our Group independently. He is also
the chairman of the Nomination Committee and a member of our
Audit Committee and Remuneration Committee.

He dedicated a total of 40 years to the Hong Kong Judiciary, with
his career beginning in January 1965, where he performed general
clerical duties. He then served as Clerk to High Court Judges from
February 1973 to July 1974, followed by his role as First Clerk at the
Fanling Magistracy until June 1980. From June 1980 to September
1983, he was a Tribunal Officer at the Small Claims Tribunal, after
which he worked as First Clerk at the San Po Kong Magistracy until
July 1987. Mr. Chu also acted as a temporary special magistrate from
time to time from July 1985 to September 1985. He then served
as Deputy Clerk of Court at the Supreme Court from July 1987 to
March 1991, followed by his role as Clerk of Court at the Supreme
Court until September 1994. He was appointed Registrar of the
District Court from September 1994 to July 1998 and then became
the Principal Judiciary Clerk (Administration) to the Supreme Court
from July 1998 to June 2001. He served as Acting Assistant Judicial
Administrator (Quality) until his retirement in December 2004. Mr.
Chu received his secondary school education in Hong Kong and
matriculated in London through remote examination.

While Mr. Chu does not have industry-specific experience in beauty,
health and pharmaceutical retail operations, we believe that Mr.
Chu’s vast experience in the legal field strengthens the Board's ability
to assess and mitigate legal and regulatory risks, such as those arising
from product liability, consumer complaints or regulatory enforcement
actions and enhances the Board’s awareness and gatekeeping
ability to ensure compliance with legal and regulatory requirements
governing the sale, labelling, storage and promotion of the Group’s
products.
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DIRECTORS AND SENIOR MANAGEMENT

Mr. Yau Sheung Yu (@) (“Mr. Yau"), aged 61, was appointed
as our INED in November 2025. He is responsible for overseeing the
management of our Group independently. He is also the chairman of
our Remuneration Committee and a member of our Audit Committee
and Nomination Committee.

Mr. Yau has more than 20 years of experience in commercial banking
and financial services. Prior to joining our Group, Mr. Yau worked at
Bank of China (Hong Kong) Limited from June 1998 to November
2024, and his last position held was deputy general manager in
commercial banking. In his senior leadership capacity as the deputy
general manager at Bank of China (Hong Kong) Limited, Mr. Yau was
mainly responsible for overseeing and guiding the bank’s business
development and operations, with a focus on business growth, risk
governance, and regulatory compliance. In particular, Mr. Yau was
responsible for assisting the general manager in formulating business
strategies, consolidating and expanding the bank’s corporate and
commercial client base, overseeing human resources arrangements,
ensuring robust asset quality and comprehensive risk control across
the portfolio and ensuring that frontline business activities adhered
to applicable local laws, regulations and codes of conduct set by the
relevant regulatory agencies.

Mr. Yau obtained his Bachelor of Arts degree from the University of
Lethbridge, Alberta, Canada in October 1992.

While Mr. Yau does not have industry-specific experience in beauty,
health and pharmaceutical retail operations, we believe that Mr.
Yau's vast experience in the banking industry offers practical insight
into business strategy formulation, customer-base expansion
and operational scaling for our Group. Mr. Yau's experience in
a senior management role at a major bank in Hong Kong also
provides the Board with robust risk-governance and regulatory-
compliance experience, enabling the Board to strengthen financial
risk management, business operations monitoring and adherence to
regulatory requirements as a listed company.
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EENSREEE

Ms. Woo Pui Yan Joyce (¥ I &) (“Ms. Woo"), aged 49, was
appointed as our INED in November 2025. She is responsible for
overseeing the management of our Group independently. She is
also the chairlady of our Audit Committee and a member of our
Remuneration Committee and Nomination Committee.

Ms. Woo is currently a partner of Foremost Accounting Advisers
Limited, a company that is principally engaged in providing technical
accounting and auditing consultation, monitoring reviews and
evaluation of quality management of certified public accountants,
technical review of financial statements services, regulatory
investigation and inspection support, and litigation support.

Prior to joining Foremost Accounting Advisers Limited in March
2024, she worked as a director in the investigation and compliance
department of the Accounting and Financial Reporting Council (the
“AFRC") from January 2008 till February 2024. Over her 16 years’
tenure with AFRC, Ms. Woo's responsibilities included reviewing
financial statements to make recommendation as to whether an
investigation or an enquiry should be initiated; conducting enquiries
to inquire into possible noncompliance; and drafting investigation and
enquiry reports.

Ms. Woo worked at PricewaterhouseCoopers Hong Kong from
September 1998 till December 2007, and her last position held was
senior manager. Over these nine years, Joyce performed audits and
assurance services for Hong Kong companies.

Ms. Woo graduated from the University of British Columbia with
a Bachelor’'s degree in Commerce in May 1998. She also obtained
a Bachelor of Laws degree from the University of London (External
Programme) through distance learning in August 2004.

Ms. Woo became a member of American Institute of Certified Public
Accountants in June 2000, a member of Hong Kong Institute of
Certified Public Accountants in January 2002 and a Certified Fraud
Examiner in December 2023.
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DIRECTORS AND SENIOR MANAGEMENT

While Ms. Woo does not have industry-specific experience in beauty,
health and pharmaceutical retail operations, we believe that Ms.
Woo's experience in accounting consultancy, regulatory and auditing
provides the Board with technical expertise in the financial review
and management and assists Board in her role as the chairlady of our
Audit Committee.

SENIOR MANAGEMENT

Mr. Tse Siu Hoi (# 2 /&), for whose biography please refer to the
sub-section above headed “Executive Directors”.

Ms. Tse Chui Ying (# 2 %), for whose biography please refer to
the sub-section above headed “Executive Directors”.

Mr. Chung Wai Wing (3 & &) ("Mr. Chung”), aged 57, joined
our Group in December 2011 and is our Chief Financial Officer. He is
responsible for the overall financial management of our Group.

Mr. Chung has over 25 years of experience in financial management.
He worked at GP Industries Group from June 1996 to May 2011, and
his last position held was finance manager, which he was responsible
for overseeing the operation of the finance department.

Mr. Chung obtained his bachelor of Science (Economics) from the
Queen Mary & Westfield College, University of London in August
1992. He is a member of the Hong Kong Institute of Certified Public
Accountants.

Mr. Yee Chong Chiu (R &/ #) (“Mr. Yee"), aged 55, joined our
Group in September 2021 and has been our operation controller —
retail since February 2024. He is responsible for our Group's overall
branch operations and supply chain management.

He served as our assistant operation controller — retail from
September 2021 to February 2024.
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EENSREEE

Mr. Yee has over 20 years of experience in the management and
operations of the pharmacy industry. Prior to joining the Group, he
worked at Park’n Shop Ltd from October 1988 to September1993,
and his last position held was store manager. He then worked at
Mannings from October 1993 until July 2013, and his last position
held was senior area manager. Following this, he worked at CRCare
from July 2013 to January 2015, and his last position held was
senior area manager — operations department. Mr. Yee re-joined
Mannings in January 2015, where he worked there until July 2018,
and his last position held was assistant regional operations manager.
He then returned to CRCare in August 2018 and worked there
until September 2021, and his last position held was controller in
operations department.

Mr. Yee received a Professional Diploma in Retail Management
from The Chinese University of Hong Kong — Tung Wah Group of
Hospitals Community College in May 2013.

Ms. Wong Yin Kwan (E£#Z&) ("Ms. Wong”), aged 53, joined the
Group in January 2019 as a sales and brand manager and has been
our operation controller — cosmetics since June 2024. Ms. Wong is
primarily responsible for formulating and implementing marketing
strategies for cosmetic products and managing all aspects of daily
store operations.

Prior to joining our Group, Ms. Wong previously worked as a Store
Manager of Bonjour Holdings Limited from May 1998 to May 2008.
She later served as the General Manager of Goldroyal Palace Limited
(B BE AR A F]) from July 2008 to October 2018, during which she
was responsible for overseeing the company’s cosmetics and skincare
business in Hong Kong, Taiwan and Macau.

Ms. Wong received secondary school education in Hong Kong.
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DIRECTORS AND SENIOR MANAGEMENT

Mr. Chan Wai Kong (BR{ZRI) (“Mr. Chan"), aged 44, joined
our Group in October 2009 and has been our purchasing director
since March 2023. He is also a director of one of the members of
the Group, namely, Tai Fung Medicine Company Limited. Mr. Chan
is primarily responsible for formulating our Group’s procurement
strategies, managing daily procurement operations and handling daily
negotiations with suppliers and order processing.

Mr. Chan served as the Assistant to the Managing Director of LFP
from October 2009 to September 2015. He then worked as a
purchasing manager of LFP from September 2015 to March 2023.

He has over 15 years of experience in procurement management.
Prior to joining the Group, Mr. Chan previously served as a Business
Analyst in AGA Information Ltd. from September 2006 to July
2007, during which he had extensive experience in business & credit
information gathering and related analysis. He subsequently joined
the Hong Kong Customs and Excise Department in July 2007 and left
in October 2009, and he was primarily responsible for tax collection
and enforcement of intellectual property rights and consumer interest.

Mr. Chan has also been serving as the supervisor (255 ) of the Hong
Kong General Chamber of Pharmacy Limited (B W B E £ E €)
since 2023. He has been actively involved in promoting development
in the pharmacy industry and fostering communication between the
government and the public.

Mr. Chan obtained his Bachelor degree in Business Administration
from the Hong Kong Shue Yan University in October 2009. Mr. Chan
is the brother-in-law of Mr. Tse and the uncle of Ms. Tse.
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CORPORATE GOVERNANCE REPORT

TREAMmE

The Group is committed to implementing high standards of corporate
governance to safeguard the interests of the Shareholders and
enhance the corporate value as well as the responsibility commitments.
The Directors recognise the importance of incorporating elements of
good corporate governance in the management structures, strategies
and policies formulation, internal control and risk management
procedures of the Group so as to achieve effective accountability.

CORPORATE GOVERNANCE PRACTICES

As the Company's shares were listed on the Stock Exchange on Listing
Date, the CG Code was not applicable to the Company for the Year.

From the Listing Date to the date of this annual report, the Company
has applied the principles and complied with all the mandatory
disclosure requirements and the applicable code provisions as set
out in the section headed “Part 2 — Principles of good corporate
governance, code provisions and recommended best practices” of the
CG Code with the exception for the deviation from code provision
C.2.1 of the CG Code as explained below.

MODEL CODE FOR SECURITIES TRANSACTIONS
BY DIRECTORS

The Company has adopted the Model Code as its own code of
conduct regarding Directors’ securities transactions.

As the Company’s shares were listed on the Stock Exchange on Listing
Date, the Model Code was not applicable to the Company for the
Year.

Having been made specific enquiries by the Company, all Directors
confirmed that they had complied with the required standards set out
in the Model Code since the Listing Date and up to the date of this
annual report.
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CORPORATE CULTURE, VALUES AND STRATEGY

As a leading Hong Kong-based chain retail store of beauty, health and
pharmaceutical products under our “Lung Fung” brand, the Group
upholds “creating a shopping experience of “More Choices, More
Fun” for every customer” as its mission and vision, which has fostered

a strong corporate culture.
Our core values are:

o Honesty and integrity: Respect others, abide by norms and social
ethics, and never engage in deceit

. Meticulous and conscientious: Be thorough and meticulous,
maintain a serious attitude, and strive for excellence

o Team spirit: Care for and help one another, fully leverage
collective potential, and strive to achieve a shared vision

o Continuous progress: Conduct regular reviews, keep pace with
the times, and aspire to make greater contributions to society

o Care for the community: Support corporate social responsibility,
actively giving back to the community, and assist vulnerable
groups

Our strategies are:

1. Continuously expanding the local physical retail network to
increase market share

2. Expand product variety and optimise product mix and continue
to strengthen our private labels

3. Strengthen supply chain procurement and warehousing and
logistics capabilities
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The Board will continue to reinforce the desired corporate culture
throughout the Group and considers that the corporate culture is
aligned with the Group’s purpose, values and strategy.

BOARD OF DIRECTORS
Responsibilities

The Board is primarily responsible for overseeing and supervising the
management of the business affairs and the overall performance of
the Group. The Board sets the Group’s values and standards and
ensures that the requisite financial and human resources support is in
place for the Group to achieve its objectives. The functions performed
by the Board include but are not limited to performing corporate
governance duties, convening Shareholders’ meetings and reporting
to Shareholders, implementing Shareholders’ resolutions, formulating
our Company’s business plans and investment plans, formulating
our Company’s annual budget and final accounts, formulating our
Company’s proposals for profit distributions and recovery of losses,
formulating our Company’s proposals for the increase or reduction
of registered capital; and exercising other duties and powers as
conferred by the Articles of Association. The Board has established
Board committees and has delegated to these Board committees
various responsibilities as set out in their respective terms of reference.
The Board may from time to time delegate certain functions to the
management of the Group if and when considered appropriate. The
management is mainly responsible for the execution of the business
plans, strategies and policies adopted by the Board and assigned to it
from time to time.

The Directors have full access to information of the Group and the
management has an obligation to supply the Directors with adequate
information in a timely manner to enable the Directors to perform
their responsibilities. The Directors are entitled to seek independent
professional advice in appropriate circumstances at the Company’s
expense.
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Composition

The Company holds the view that the Board should include a
balanced composition of executive Directors and INEDs so that there
is a strong independent element on the Board which can effectively
exercise independent judgement.

As at the date of this annual report, the Board comprises the
following five Directors, of which the INEDs in aggregate represent
60% of the Board members:

Executive Directors
Mr. Tse Siu Hoi
Ms. Tse Chui Ying

Independent non-executives Directors
Mr. Chu Woon Ming

Mr. Yau Sheung Yu

Ms. Woo Pui Yan Joyce

The biographical details of each of the Directors are set out in the
section headed “Directors and Senior Management” of this annual
report.

Mr. Tse, an executive Director, the Chairman and the Chief Executive
Officer, is the father of Ms. Tse who is an executive Director. Save
as disclosed above, there was no financial, business, family or other
material relationship among the Directors during the Year.

The INEDs have brought in a wide range of business and financial
expertise, experience and independent judgement to the Board.
Through active participation in the Board meetings and serving on
various Board committees, all INEDs will continue to make various
contributions to the Company.

Since the Listing Date and up to the date of this annual report,
the Company had three INEDs, meeting the requirements of the
Listing Rules that the number of INEDs must represent at least one-
third of the Board members, and that at least one of the INEDs
has appropriate professional qualifications or accounting or related
financial management expertise.
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The Company has received an annual confirmation of independence
in writing from each of the INEDs pursuant to Rule 3.13 of the Listing
Rules. Based on such confirmations, the Company considers that all
the INEDs are independent and have met the independence guidelines
as set out in Rule 3.13 of the Listing Rules from their appointment
date and up to the date of this annual report.

As the Shares were listed on the Main Board of the Stock Exchange
on 5 June 2026, during the Year, no meeting was held by the
Chairman with the INEDs without the presence of other Directors in
accordance with code provision C.2.7 of the CG Code.

The Company has arranged appropriate insurance cover for the
Directors and senior management of the Company in respect of legal
action against them in the course of execution of their duties in good
faith.

Directors’ Induction and Continuing Professional
Development

Each of the Directors has received a formal, comprehensive and
tailored induction on the first occasion of his/her appointment to
ensure that he/she has a proper understanding of the Company’s
operations and business and is fully aware of the director’s
responsibilities under statute and common law, the Listing Rules,
other legal and regulatory requirements and the Company’s business
and governance policies.

Prior to the Listing, all Directors have been given the training
regarding the directors’ duties and responsibilities, corporate
governance and regulatory updates and relevant reading materials
including compliance manual/legal and regulatory updates/seminar
handouts have been provided to the Directors for their reference and
studying.

Each of the Directors has confirmed that he/she obtained the legal
advice on 21 November 2025 as required under Rule 3.09D of the
Listing Rules from the legal advisor of the Company and confirmed he/
she understood his/her obligations as a director of a listed company.
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The Company will from time to time fund and arrange suitable
training to all Directors to develop and refresh their knowledge
and skills in relation to their duties and responsibilities, such that
their contribution to the Board remains informed and relevant. All
Directors are also encouraged to attend relevant training courses at
the Company’s expense and they have been requested to provide the
Company with their training records.

As the Shares were listed on the Main Board of the Stock Exchange
on 5 June 2026, each of the Directors is a first-time director and has
acknowledged the minimum training hours requirement under Rule
3.09H of the Listing Rules and will complete the required training
hours within the prescribed time limit.

Meetings of the Board and the Shareholders and
Directors’ Attendance Records
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According to the CG Code, the Board should meet regularly and BIECEEATE EEgEFHETER
the Board meetings should be held at least four times a year at HBBFZ=LEHNAESTELE  MEHNA

approximately quarterly intervals. Notice of at least 14 days should be
given of a regular Board meeting to give all Directors an opportunity
to attend. For all other Board meetings, reasonable notice should be
given. The Directors are allowed to include any matter in the agenda
that is required for discussion and resolution at the meeting. To
enable the Directors to be properly briefed on issues arising at each of
the Board meetings and to make informed decisions, an agenda and
the accompanying Board papers will be sent to all Directors at least
three days before the intended date of the regular Board meeting, or
such other period as agreed for other Board meetings. The Company
Secretary or the designated person is responsible for keeping all
Board meetings’ minutes. Draft and final versions of the minutes will
be circulated to the Directors for comments and record respectively
within a reasonable time after each meeting and the final version is
open for the Directors’ inspection.

As the Shares were listed on the Main Board of the Stock Exchange
on 5 June 2026, the code provisions in relation to the number of
Board meetings and Board committee meetings set out in the CG
Code were not applicable to the Company during the Year.
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During the period from the Listing Date to the date of this annual
report, one Board meeting was held and, amongst other matters,
considered and approved the audited consolidated financial
statements of the Group for the Year and no general meeting was
convened and the attendance of each Director at the Board meeting
and general meeting are set out in the table below:

ALTABEEAFRAML EFQCE
TREH L (R B R RIEA S
BB S S BRI - R R B
MEMREAR SEFRFEFL RS
BEAGHERBNTH -

No. of meetings attended/held during
the tenure of the Directors

ESEHRHE BTHEERY

Board General
meetings meeting(s)
Name of Directors EEHA EEEgE BERXE
Executive Directors HITEE
Mr. Tse Eiibie 1”1 -
Ms. Tse Mzt 171 -
INEDs BYFBITEE
Mr. Chu Woon Ming RHRBR % A4 11 -
Mr. Yau Sheung Yu LRFEAE 11 -
Ms. Woo Pui Yan Joyce HATREA 22+ 1”1 -

CHAIRMAN AND CHIEF EXECUTIVE

Under code provision C.2.1 of the CG Code, the roles of the
chairman and the chief executive should be separate and should
not be performed by the same individual. Mr. Tse currently serves
as Chairman and Chief Executive Officer. Mr. Tse is responsible for
overall corporate strategies, management and business development
of the Group. In view of the present composition of the Board, the
in-depth knowledge of the Chairman of the operations of the Group
and the pharmacy industry in general, his extensive business network
and connections, and the scope of operations of the Group, the
Board believes that it is in the best interest of the Group for Mr. Tse
to assume the roles of both the Chairman and the Chief Executive
Officer. As all major decisions are made in consultation with all the
members of the Board, with the three independent non-executive
Directors offering independent perspectives, the Board believes that
there are adequate safeguards in place to ensure sufficient balance of
powers within the Board.

The Group will continue to review and monitor its corporate
governance practices in order to ensure the compliance with the CG
Code.
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BOARD COMMITTEES

The Board has established three Board committees, namely the Audit
Committee, the Remuneration Committee and the Nomination
Committee, to oversee particular aspects of the Company’s affairs.
The Board committees are provided with sufficient resources to
discharge their duties.

Audit Committee

The Audit Committee was established on 18 May 2026 with written
terms of reference in compliance with Rule 3.21 of the Listing Rules
and the CG Code. The written terms of reference of the Audit
Committee are published on the respective websites of the Stock
Exchange and the Company. It comprises three INEDs, namely Ms.
Woo Pui Yan Joyce, Mr. Chu Woon Ming and Mr. Yau Sheung Yu.
Ms. Woo Pui Yan Joyce is the chairlady of the Audit Committee.

The principal roles and functions of the Audit Committee include but
are not limited to:

o making recommendations to the Board on the appointment,
re-appointment and removal of the external auditor, and
approving the remuneration and terms of engagement of
the external auditor, and any questions of its resignation or
dismissal;

o reviewing and monitoring the external auditor’s independence
and objectivity and the effectiveness of the audit process in
accordance with applicable standards;

o discussing with the external auditor the nature and scope of the
audit and reporting obligations before the audit commences;

o developing and implementing a policy on engaging an external
auditor to supply non-audit services;

o reporting to the Board, identifying and making recommendations
on any matters where action or improvement is needed;
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monitoring the integrity of the Company’s financial statements,
annual report and accounts, half-year report, and reviewing
significant financial reporting judgements contained in them;

reviewing the Company’s financial controls, and risk
management and internal control systems;

discussing the risk management and internal control
systems with the management or Director of Internal Audit
and Management Service Department to ensure that the
management has performed its duty to have such effective
systems;

considering major investigation findings on risk management
and internal control matters as delegated by the Board or on its
own initiative and management’s response to these findings;

where an internal audit function exists, ensuring co-ordination
between the internal and external auditors, ensuring that
the internal audit function is adequately resourced and has
appropriate standing within the Company, and reviewing and
monitoring its effectiveness;

reviewing the Group’s financial and accounting policies and
practices;

reviewing the external auditor’'s management letter, any
material queries raised by the external auditor to management
about the accounting records, financial accounts or systems of
control and management'’s response;

ensuring that the Board will provide a timely response to the
issues raised in the external auditor’s management letter; and

considering other topics as defined by the Board.
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As the Shares were listed on the Main Board of the Stock Exchange
on 5 June 2026, no meetings of the Audit Committee is required to
be held during the Year. Since the Listing Date and up to the date
of this annual report, one Audit Committee meeting was held on 29
June 2026 where the Audit Committee, amongst other matters, (i)
reviewed the audited consolidated financial statements of the Group
for the Year; and (i) discussed with independent auditor about the
audit plan and the estimated audit fee for the audit for FY2027. The
attendance of individual members was set out in the following table.
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No. of meetings attended/
held during the tenure
of the Directors

EETHAEES
Name of Directors EEpE BITHEBERE
Ms. Woo Pui Yan Joyce ATREA 22 = 11
Mr. Chu Woon Ming RIRRR LA 11
Mr. Yau Sheung Yu LRFEE 11

Remuneration committee

The Remuneration Committee was established on 18 May 2026
with written terms of reference in compliance with Rule 3.25 of the
Listing Rules and the CG Code. The written terms of reference of the
Remuneration Committee are published on the respective websites
of the Stock Exchange and the Company. It comprises an executive
Director Mr. Tse, and three INEDs, namely Mr. Yau Sheung Yu, Mr.
Chu Woon Ming and Ms. Woo Pui Yan Joyce. Mr. Yau Sheung Yu is
the chairman of the Remuneration Committee.

The principal roles and functions of the Remuneration Committee
include but are not limited to:

o making recommendations to the Board on the Company’s
policy and structure for the remuneration of all Directors’ and
senior management’s remuneration and on the establishment
of a formal and transparent procedure for developing the
remuneration policy;

o reviewing and approving the management’s remuneration
proposals with reference to the Board’s corporate goals and
objectives;
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making recommendations to the Board on the remuneration
packages of individual executive Directors and senior
management, including benefits in kind, pension rights and
compensation payments, including any compensation payable
for loss or termination of their office or appointment;

making recommendations to the Board on the remuneration of
the non-executive Directors;

considering the salaries paid by comparable companies, time
commitment, responsibilities and employment conditions
elsewhere in the Group;

reviewing and approving the compensation payable to the
executive Directors and senior management for any loss
or termination of office or appointment to ensure that it is
consistent with the contractual terms and is otherwise fair and
not excessive;

reviewing and approving the compensation arrangements
relating to the dismissal or removal of Directors for misconduct
to ensure that they are consistent with the contractual terms
and are otherwise reasonable and appropriate;

ensuring that no Director or any of his/her associates is involved
in deciding his/her own remuneration; and

reviewing and/or approving matters relating to share schemes
under Chapter 17 of the Listing Rules.
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As the Shares were listed on the Main Board of the Stock Exchange
on 5 June 2026, no meetings of the Remuneration Committee is
required to be held during the Year. Since the Listing Date and up
to the date of this annual report, one Remuneration Committee
meeting was held on 29 June 2026 where the Remuneration
Committee, amongst other matters, reviewed the remuneration
packages of the Directors and senior management of the Group and
the performance of the executive Directors and senior management,
and made recommendations on the above remuneration packages
and the discretionary bonuses of the executive Directors and senior
management to the Board for approval. The attendance of individual
members was set out in the following table.
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No. of meetings attended/
held during the tenure
of the Directors

EEEHAEES
Name of Directors EEpE BITHEBERE
Mr. Tse Cibted K
Mr. Yau Sheung Yu TRFEE 11
Mr. Chu Woon Ming RIGRR LA 11
Ms. Woo Pui Yan Joyce HATREA 20 4 11
Nomination committee REZES
The Nomination Committee was established on 18 May 2026 with & Z E & 20265 18HK Y » WiE R

written terms of reference in compliance with Rule 3.27A of the
Listing Rules and the CG Code. The written terms of reference of
the Nomination Committee are published on the respective websites
of the Stock Exchange and the Company. It comprises an executive
Director Ms. Tse, and three INEDs, namely Mr. Chu Woon Ming, Mr.
Yau Sheung Yu and Ms. Woo Pui Yan Joyce. Mr. Chu Woon Ming is
the chairman of the Nomination Committee.
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The principal roles and functions of the Nomination Committee

include but are not limited to:

reviewing the structure, size and composition (including the
skills, knowledge, experience and diversity profile) of the Board
at least annually, assisting the Board in maintaining a board
skills matrix, and making recommendations on any proposed
changes to the Board to complement the Company’s corporate
strategy;

identifying individuals suitably qualified to become Board
members and selecting or making recommendations to
the Board on the selection of individuals nominated for
directorships;

assessing the independence of the INEDs;

making recommendations to the Board on the appointment or
re-appointment of Directors and the succession planning for the
Directors, in particular, the Chairman and the chief executive
officer;

determining the policy for the nomination of Directors;

monitoring the implementation of the Board Diversity Policy
and to review, as appropriate, such a policy to ensure its
effectiveness;

reviewing and assessing regularly the time commitment and
contribution to the board by each Director as well as the
Director’s ability to discharge his/her responsibilities; and

supporting the regular evaluation of the performance of the
Board.
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As the Shares were listed on the Main Board of the Stock Exchange on
5 June 2026, no meetings of the Nomination Committee is required
to be held during the Year. Since the Listing Date and up to the date
of this annual report, one Nomination Committee meeting was held
on 29 June 2026 where the Nomination Committee, amongst other
matters, assessed the independence of the INEDs, and recommended
to the Board on the re-appointment of retiring Directors at the AGM
to be held on 16 September 2026. The attendance of individual
members was set out in the following table.

slle fsbe N /s
ﬁf TEA%#&ﬁE

R HR2026F6 ASBEBRIFTER £
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S AR 202649 B 16 B 82170 IR
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No. of meetings attended/
held during the tenure
of the Directors

EETHAEES
Name of Directors EEpE BITHEBERE
Ms. Tse ML 171
Mr. Chu Woon Ming RIRRR LA 11
Mr. Yau Sheung Yu LRFEE 11
Ms. Woo Pui Yan Joyce HATREA 20 4 11
Nomination Policy RABEK
Purpose =R:y)

This policy sets out the principles which guide the Nomination
Committee to identify and evaluate a candidate for nomination to the
Board for appointment as a Director.

Nomination Criteria

The Nomination Committee will consider a number of factors in
making nominations, including but not limited to the following:

(@  mix of Board members that promotes diversity of background
and experience on the Board;

(b) competency;

(c)  age of potential/existing Director;

(d) independence of potential/existing Board member;

(e) business, technical, or specialised skills and experience of
member/potential member;
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(f)  ability, time, commitment and willingness to serve of a new
member and an existing member to continue service;

(9) specific value a member/potential member can add to the
Board;

Nomination Procedures

When a vacancy occurs on the Board by reason of disqualification,
resignation, retirement, death or an increase in the size of the Board,
the Nomination Committee will identify individuals suitably qualified
to become Directors and select or make recommendations to the
Board on the selection of individuals nominated for directorships. The
recommendation for which would then be considered at a meeting of
the full Board.

Board Diversity Policy

Our Company has adopted a board diversity policy which sets
out the approach to achieve diversity of the Board. Our Company
recognises and embraces the benefits of having a diverse Board and
sees increasing diversity at the Board level, including gender diversity,
as an essential element in maintaining our Company’s competitive
advantage and enhancing its ability to attract, retain and motivate
employees from the widest possible pool of available talent. Pursuant
to the board diversity policy, in reviewing and assessing suitable
candidates to serve as a Director, the Nomination Committee will
consider a number of factors, including but not limited to gender,
age, cultural and educational background, professional qualifications,
skills, knowledge, and industry experience. The Nomination
Committee will discuss at least annually and when necessary, agree
on the measurable objectives for achieving diversity, including gender
diversity, on the Board and recommend them to the Board for formal
adoption.

We recognise the particular importance of gender diversity. The Board
currently comprises five Directors, including two female Directors. We
have taken and will continue to take steps to promote and enhance
gender diversity at all levels of our Company, including but without
limitation at the Board and senior management levels.
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Workforce Diversity

We will also ensure that there is gender diversity when recruiting staff
at mid to senior level, as well as engage more resources in training
more female staff with the aim of providing a pipeline of female
senior management and potential successors to the Board going
forward. It is our objective to maintain an appropriate balance of
gender diversity with reference to the Shareholders’ expectation and
international and local recommended best practices.

As at 31 March 2026, the gender ratios of the Group’s senior
management and workforce (excluding the Group’s senior
management) were approximately 66.7% male to 33.3% female and
45.3% male to 54.7% female, respectively.

Mechanisms to Ensure Independent Views of the
Board

In compliance with code provision B.1.3 of Part 2 of the CG Code, the
Company has established mechanisms to ensure independent views
and input are available to the Board (the “Mechanisms”), including
encourage all Directors to make full and active contribution to the
Board'’s affairs, Directors with different views to voice their concerns
and sufficient time will be allowed for discussion of issues and ensure
Board decisions fairly reflect Board consensus.

The Board has also taken into account the respective contributions
of the INEDs to the Board and their firm commitments to their
independent roles. Since the Listing Date and up to the date of this
annual report, all the INEDs do not hold any cross-directorships or
have any significant links with other Directors through involvement
in other companies or bodies that could give rise to conflicts of
interest in their roles as INEDs and they are not involved in the
daily management of the Company nor in any relationships or
circumstances which would affect the exercise of their independent
judgment. They continue to demonstrate their ability to provide
an independent, balanced and objective view to the affairs of the
Company. The Board will review the implementation and effectiveness
of the Mechanisms annually.
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Corporate Governance Functions

The Board is responsible for performing the corporate governance
functions as set out in code provision A.2.1 of Part 2 of the CG Code,
which include:

o developing and reviewing the Company’s policies and practices
on corporate governance;

o reviewing and monitoring the training and continuous
professional development of the Directors and senior
management;

o reviewing and monitoring the Company’s policies and practices
on compliance with legal and regulatory requirements;

o developing, reviewing and monitoring the code of conduct and
compliance manual (if any) applicable to employees and the
Directors; and

o reviewing the Company’s compliance with the CG Code and
disclosure in this annual report.

Anti-corruption Policy

To promote and support anti-corruption laws and regulations, the
Company has established its anti-corruption policy (“Anti-corruption
Policy”) that complies with code provision D.2.4 of Part 2 of of the
CG Code.

Under the Anti-corruption Policy, the guidance on common forms of
misconducts and malpractices are listed for compliance of all business
units and employees of the Group. Any individual who knows of, or
suspects a violation of the Anti-corruption Policy is encouraged to
report the concern to the compliance officer. Since the Listing Date
and up to the date of this annual report, no case of corruption or
non-compliance with any rules and regulations as regards as Anti-
corruption Policy was reported.
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The Anti-corruption Policy will be reviewed and updated periodically
to align with the applicable laws and regulations as well as the
industry best practice.

Whistle-blowing Policy

The Group is committed to achieving and maintaining the highest
standards of openness, probity and accountability, the Company has
established a whistleblowing policy (“Whistle-blowing Policy”) which
forms an important part of its effective risk management and internal
control systems.

Under the Whistle-blowing Policy, the whistleblowers can be any
employee of the Group or any third party who deal with the Group
(e.g. customers, suppliers, etc.). The whistleblowers who wish to
report a complaint or concern can send a written whistleblowing
report to the compliance officer. All reported cases are investigated
confidentially to ensure the whistleblower is protected. The
investigation report will then be reviewed by the Board/the Chief
Executive Officer and the Audit Committee. Since the Listing Date and
up to the date of this annual report, no suspected whistle-blowing
activity was reported.

The Whistle-blowing Policy is reviewed and updated periodically to
align with the applicable laws and regulations as well as the industry
best practice.

APPOINTMENT AND RE-ELECTION OF
DIRECTORS

Each of the executive Directors entered into a service contract with
the Company for a term of three years commencing from the Listing
Date until terminated by not less than three months’ notice in writing
served by either party on the other.
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Each of our INEDs has been appointed for an initial term of three
years commencing from the Listing Date until terminated by either
party giving not less than three months’ written notice to the other
pursuant to a letter of appointment.

None of our Directors has or is proposed to have a service contract/
letter of appointment with our Company or any of our subsidiaries
other than contracts expiring or determinable by us within one
year without the payment of compensation (other than statutory
compensation).

All the Directors, including INEDs, are subject to retirement by
rotation and eligible for re-election in accordance with the Articles
of Association. At each AGM, one-third of the Directors for the time
being (or, if their number is not a multiple of three, the number
nearest to but not less than one-third) shall retire from office by
rotation provided that every Director shall be subject to retirement
at the AGM at least once every three years. A retiring Director shall
be eligible for re-election and shall continue to act as a Director
throughout the meeting at which he/she retires. The Directors to retire
by rotation shall include (so far as necessary to ascertain the number
of Directors to retire by rotation) any Director who wishes to retire and
does not offer himself/herself for re-election. Any further Directors so
to retire shall be those who have been the longest in office since their
last re-election or appointment and so that as between the persons
who became or were last re-elected Directors on the same day, those
to retire shall (unless they otherwise agree among themselves) be
determined by lot.

Any Director appointed by the Board to fill a casual vacancy on the
Board or as an addition to the existing Board shall hold office only
until the first AGM after his/her appointment and shall then be eligible
for re-election.
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REMUNERATION OF DIRECTORS AND SENIOR
MANAGEMENT

Particulars of the Directors’ remuneration for the Year are set out in
note 12 to the consolidated financial statements.

Pursuant to code provision E.1.5 of Part 2 of the CG Code, the
biographical details of the members of the senior management (other
than the Directors) are contained in the section headed “Directors
and Senior Management” in this annual report. Below table sets out
the emoluments of the senior management by band during the Year:

e R (GB)

Remuneration band (in HK$)
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Number of individual(s)
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Nil to 1,000,000
1,000,001 to 1,500,000

Z % 1,000,000

INDEPENDENT AUDITOR’S REMUNERATION

Deloitte Touche Tohmatsu was appointed as the Group'’s independent
auditor upon the Listing.

The remuneration to the independent auditor and its affiliates in
respect of the year ended 31 March 2026 is set out below:

3

1,500,001 % 1,500,000
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HK$
Services BR % BT
Audit services (including annual audit for the BRI (BIEEZE 2026 F3 A31H
year ended 31 March 2026 and as reporting IEFREZFEEAURER LT
accountants in relation to the Listing) EECRREFAD) 5,600,000
Non-audit services (including internal control and FEZE R (BIFE ETHERZ
other advisory services in relation to the Listing) A &#B42% #il &2 H 4 55 30 IR %) 858,000
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DIRECTORS" RESPONSIBILITY FOR THE
FINANCIAL STATEMENTS

The Directors acknowledge their responsibilities for the preparation of
the consolidated financial statements of the Group for the Year.

The Directors were not aware of any material uncertainties relating
to events or conditions that may cast significant doubt upon the
Company’s ability to continue as a going concern.

In addition, Deloitte Touche Tohmatsu has stated in the independent
auditor’s report its reporting responsibilities on the Group’s
consolidated financial statements for the Year.

RISK MANAGEMENT AND INTERNAL CONTROL

The Board acknowledged its overall responsibility to ensure that sound
and effective risk management and internal controls are maintained,
while the senior management of the Group is charged with the
responsibility to design and implement an internal controls system
to manage risks. Such systems are 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.

Since the Shares was listed on the Main Board of the Stock Exchange
on 5 June 2026, no internal audit department for an internal audit
function has been set up within the Group yet. In preparation for
the Listing, the Group have engaged an independent internal control
consultant to review our internal control system. The independent
internal control consultant provided us with a number of findings
and recommendations, to which the Group have subsequently taken
remedial actions in response.

In addition, the Audit Committee has communicated with external
auditor of the Company to understand if there is any material control
deficiency. Nevertheless, the Group and the Audit Committee will
review if there is any need for an internal audit function or to engage
competent external service providers to perform such function, as
appropriate, on an annual basis.
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DISCLOSURE OF INSIDE INFORMATION

The Group acknowledges its responsibilities under the SFO and the
Listing Rules and the overriding principle that inside information
should be announced promptly when it is the subject of a decision.
The procedures and internal controls for the handling and
dissemination of inside information are as follows:

o the Group conducts its affairs with close regard to the disclosure
requirement under the Listing Rules as well as the “Guidelines
on Disclosure of Inside Information” published by the Securities
and Futures Commission of Hong Kong in June 2012;

o the Group has implemented and disclosed its policy on fair
disclosure by pursuing broad, non-exclusive distribution of
information to the public through channels such as financial
reporting, public announcements and the Company’s website;
and

o the Group has strictly prohibited unauthorised use of
confidential or inside information.

COMPANY SECRETARY

Ms. Lam Yin Ling (“Ms. Lam”) was appointed as the Company
Secretary with effect from 21 November 2025. Ms. Lam was
nominated by Boardroom Corporate Services (HK) Limited
("Boardroom”) to act as the Company Secretary and Boardroom has
been providing certain corporate secretarial services to the Company
pursuant to an engagement letter entered into between the Company
and Boardroom. The primary person at the Company with whom Ms.
Lam has been contacting in respect of company secretarial matters is
Mr. Chung, Chief Financial Officer.

Ms. Lam had complied with the relevant professional training
requirement under Rule 3.29 of the Listing Rules during the Year.
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SHAREHOLDERS' RIGHTS

Procedures for Putting Forward Proposals at
Shareholders’ Meetings

Shareholders are welcome to suggest proposals relating to the
operations, strategy and/or management of the Group to be discussed
at Shareholders’ meeting. Proposal shall be sent to the Board or the
Company Secretary by written requisition. Shareholders who wish to
make proposals or move a resolution may convene an extraordinary
general meeting (the "EGM") in accordance with the “Procedures for
Shareholders to Convene an EGM” set out below.

Procedures for Shareholders to Convene an EGM

Any one or more Shareholders holding at the date of deposit of the
requisition not less than 10% of the paid-up capital of the Company
(excluding treasury shares, if any) carrying the right of voting at
general meetings of the Company (the “Eligible Shareholder(s)”) shall
at all times have the right, by written requisition to require an EGM to
be called by the Board for the transaction of any business specified in
such requisition, including making proposals or moving a resolution at
the EGM.

Eligible Shareholders who wish to convene an EGM for the purpose
of making proposals or moving a resolution at the EGM must deposit
a written requisition (the “Requisition”) signed by the Eligible
Shareholder(s) concerned at the principal place of business of the
Company in Hong Kong (presently at 5/F, Lung Fung Group Centre,
23 Yip Cheong Street, Fanling, New Territories, Hong Kong) for the
attention of the Company Secretary.

The Requisition must state clearly the name of the Eligible
Shareholder(s) concerned, his/her/their shareholding in the Company,
the reason(s) to convene an EGM and the proposed agenda.
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The Company will check the Requisition and the identity and
shareholding of the requisitionists will be verified with the Company’s
branch share registrar and transfer office in Hong Kong. If the
Requisition is found to be proper and in order, the Company Secretary
will ask the Board to convene an EGM and/or include the proposal(s)
made or the resolution(s) proposed by the Eligible Shareholder(s) at
the EGM within 2 months after the deposit of the Requisition. On
the contrary, if the Requisition has been verified as not in order, the
Eligible Shareholder(s) concerned will be advised of the outcome
and accordingly, the Board will not call for an EGM nor include
the proposal(s) made or the resolution(s) proposed by the Eligible
Shareholder(s) at the EGM.

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

Procedures for Shareholders to Send Enquiries to
the Board

Shareholders may, at any time, direct questions, request for publicly
available information and provide comments and suggestions to the
Directors or management of the Company. Such questions, requests
and comments can be addressed to the Company by mail to its
principal place of business in Hong Kong, presently at 5/F, Lung Fung
Group Centre, 23 Yip Cheong Street, Fanling, New Territories, Hong
Kong or by email to info@lungfung.hk.

Shareholders should direct their questions about their shareholdings
or change of correspondence address or dividend instructions by mail
to the Company’s Hong Kong branch share registrar, Tricor Investor
Services Limited at 17/F, Far East Finance Centre, 16 Harcourt Road,
Hong Kong, which has been appointed by the Company to deal with
Shareholders for share registration and related matters.
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COMMUNICATION WITH THE SHAREHOLDERS

The Company has adopted a Shareholders’ communication policy
with the objective of ensuring that the Shareholders will have equal
and timely access to information about the Company in order to
enable the Shareholders to exercise their rights in an informed manner
and allow them to engage actively with the Company.

Information will be communicated to the Shareholders through the
Company’s financial reports, AGMs and EGMs that may be convened
as well as all the published disclosures submitted to the Stock
Exchange.

As the Shares was listed on the Stock Exchange on 5 June 2026,
the Board will review the implementation and effectiveness of the
Shareholders” communication policy within the fiscal year ending 31
March 2027. The Board should continue to review the implementation
and effectiveness of the Shareholders’ communication policy on an
annual basis and revise its terms as necessary.

DIVIDEND POLICY

The Company does not have any formal dividend policy or pre-
determined dividend payout ratio. When deciding whether to declare,
recommend or pay any dividend, the Board will take into account the
following key factors:

1. any declaration and payment of dividends must be subject to
the constitutional documents of the Company and the Cayman
Islands Companies Act. Any final dividend should be subject to
approval from the Shareholders;

2. operations and earnings;

3. capital requirements and surplus;

4. general financial condition;

5. contractual restrictions;
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6. capital expenditure and future development requirements;

7.  shareholders’ interests;

8.  cashflow situation;

9.  any other factors which they may deem relevant at the material
time;

10. the Company may declare dividends in any currency to be paid
to the Shareholders but no dividend shall be declared in excess
of the amount recommended by the board; and

11. any future declarations of dividends may or may not reflect
historical declarations of dividends and will be at the absolute
discretion of Directors.

As any declaration and payment of dividends must be subject to the
constitutional documents of the Company and the Cayman Islands
Companies Act and/or the approval of the Shareholders, and the key
factors to be considered already clearly stated in the Prospectus, the
absence of a formal dividend policy reflects the need for flexibility in
light of the Group’s business and funding requirements. The Board
will keep the matter under review.

Our Board'’s recommendation on dividends takes into consideration
various key factors as mentioned above, having taken into account
such considerations, the Board has resolved not to recommend the
payment of a final dividend for FY2026. In light of the Group’s solid
operational foundation and performance during the Year which had
exceeded the Group's expectations, the Company intends to distribute
not less than 60% of distributable profits for FY2027, being the first
financial year after Listing and thereafter, to our Shareholders, subject
to consideration of various factors as mentioned above.
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CONSTITUTIONAL DOCUMENTS

Pursuant to a special resolution of the Shareholders passed on 18
May 2026, the amended and restated Articles of Association of the
Company was adopted with effect from the Listing Date.

Save as disclosed above, during the period from the Listing Date and
up to the date of this annual report, there was no change in the
constitutional documents of the Company.

The amended and restated Articles of Association is available on the
respective websites of the Stock Exchange and the Company.
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REPORT OF THE DIRECTORS

The Board is pleased to present their report together with the audited
consolidated financial statements of the Group for the Year.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding and the
principal business activities of the Group are sales of beauty products,
health products, pharmaceutical products and other consumer
products under “Lung Fung” brand.

The principal activities of the Company’s subsidiaries are set out in
note 38 to the consolidated financial statements.

RESULTS

The consolidated annual results of the Group for the Year are
set out in the consolidated statement of profit or loss and other
comprehensive income on page 89 of this annual report.

FINAL DIVIDEND

Our Board'’s recommendation on dividends takes into consideration
various factors, including our operations and earnings, capital
requirements and surplus, general financial condition, contractual
restrictions, capital expenditure and future development requirements,
interests of all Shareholders, and other factors which it may deem
relevant. Having taken into account such considerations, the Board
has resolved not to recommend the payment of a final dividend for
FY2026.

In light of the Group's solid operational foundation and performance
during the Year which had exceeded the Group’s expectations, the
Company intends to distribute not less than 60% of distributable
profits for FY2027, being the first financial year after Listing and
thereafter, to our Shareholders, subject to consideration of various
factors, including our operations and earnings, capital requirements
and surplus, general financial condition, contractual restrictions,
capital expenditure and future development requirements,
Shareholders’ interests and other factors which they may deem
relevant at the material time.
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BUSINESS REVIEW

A fair review of the business of the Group, an indication of likely
future development in the Group’s business as well as a discussion
and analysis of the Group’s performance during the Year using
financial key performance indicators and the material factors
underlying its financial performance and financial position as required
by Schedule 5 to the Companies Ordinance (Chapter 622 of the Laws
of Hong Kong) can be found in the section headed “Management
Discussion and Analysis” set out on pages 13 to 25 of this annual
report. These discussions form part of this annual report.

Overview and performance of the Year
Environmental Policies and Performance

The Group is committed to conducting its business in an
environmentally responsible manner and has implemented measures
to promote the efficient use of resources in the course of its
operations. During the Year, the Group continued to adopt practical
measures in relation to energy saving, paper reduction and waste
management across its retail, warehouse and office operations. The
Group will continue to review its environmental practices and, where
appropriate, enhance such measures with reference to its operational
needs and applicable legal and regulatory requirements.

Detailed information on the environmental, social and governance
practices adopted by the Group is set out in the standalone
Environmental, Social and Governance Report.

Relationship with Customers

The Group places great emphasis on maintaining good relationships
with its customers. The Group serves a broad customer base primarily
through its retail store network and online sales platforms, and
seeks to provide customers with a diverse range of beauty, health,
pharmaceutical and other consumer products at competitive prices
together with reliable customer service. The Directors believe that
maintaining customer confidence and loyalty is important to the
sustainable development of the Group’s business.
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Relationship with Suppliers

The Group maintains stable business relationships with a large number
of suppliers in Hong Kong and overseas, including brand owners,
manufacturers, authorised or licensed distributors, dealers or agents
and trading companies. Such diversified supplier network supports the
Group'’s ability to maintain a broad product offering, stable product
supply and competitive pricing. The Group will continue to foster
close working relationships with its suppliers in support of its business
operations and future development.

Relationship with Employees

The Group regards its employees as important assets and is committed
to providing a safe, supportive and positive working environment.
The Group seeks to attract, retain and motivate employees through
competitive remuneration packages, appropriate training and clear
performance management. The Directors believe that the continued
contribution of the Group’s employees is integral to the delivery of
quality service, operational efficiency and the long-term development
of the Group.

Relationship with Shareholders

The Company recognizes the importance of maintaining effective
communication with its shareholders and is committed to upholding
a high standard of corporate governance and transparency. The
Company keeps shareholders informed of its business performance
and developments through timely publication of announcements,
financial reports and other corporate communications in
compliance with applicable regulatory requirements. The Board
remains committed to enhancing long-term shareholder value and
safeguarding the interests of shareholders as a whole.

Principal Risk and Uncertainties
Risk relating to Customers

The Group has a diversified customer base and did not rely on any
single customer during the year. However, the Group’s business
performance remains affected by overall customer demand, consumer
preferences and spending patterns across its retail and online sales
channels. Any material decline in customer traffic or adverse changes
in market demand may have an adverse effect on the Group's
revenue and results of operations.
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Risk of Competition within the Industry

The Group operates in a highly competitive market for beauty, health
and pharmaceutical products in Hong Kong and faces competition
from both offline retailers and online sales channels. Competition in
terms of pricing, product range, store location, promotional activities
and customer experience may exert pressure on the Group's sales
performance and profit margins. In response, the Group continues to
strengthen its product mix, pricing strategy, retail network and supply
chain capabilities with a view to maintaining its competitiveness in the
market.

FINANCIAL SUMMARY

The four-year financial summary of the results as well as assets and
liabilities of the Group is set out in the section headed “Financial
Summary” on page 212 of this annual report.

BANK BORROWINGS

Details of the bank borrowings of the Group as at 31 March 2026
are set out in note 23 to the consolidated financial statements in this
annual report.

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in the property, plant and equipment of
the Group during the Year are set out in note 15 to the consolidated
financial statements in this annual report.

INVESTMENT PROPERTIES

Details of the movements in the investment properties of the Group
during the Year are set out in note 16 to the consolidated financial
statements.

COMPLIANCE WITH LAWS AND REGULATIONS

The Group’s operations are mainly carried out by the Company’s
subsidiaries in Hong Kong while the Company itself was incorporated
in the Cayman Islands and listed on the Main Board of the Stock
Exchange in Hong Kong. Save as disclosed in the rest of this annual
report and as far as the Company is aware, our establishment and
operations have complied with relevant laws and regulations in Hong
Kong and the Cayman Islands during the Year.
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TAX RELIEF

The Company is not aware of any relief on taxation available to
the Shareholders by reason of their holdings of the Shares. If the
Shareholders are unsure about the taxation implications of purchasing,
holding, disposing of, dealing in or exercising of any rights in relation
to the Shares, they are advised to consult their professional advisers.

SUBSIDIARIES

The particulars regarding the subsidiaries of the Company are set
out in note 38 to the consolidated financial statements in this annual
report.

RELATED PARTY TRANSACTIONS

Details of the related party transactions of the Group during the Year
are set out in note 35 to the consolidated financial statements in this
annual report.

The directors confirm that, there will not be any other continuing
connected transactions with our Controlling Shareholders immediately
after the Listing other than fully exempted de minimis transactions
under Rule 14A.76 of the Listing Rules.

Save as disclosed herein and in the paragraph headed “CONNECTED
TRANSACTIONS” below, the Board confirmed that none of these
related party transactions constituted a connected transaction
or continuing connected transaction that is subject to disclosure
requirements under Chapter 14A of the Listing Rules.

CONNECTED TRANSACTIONS
Property leasing agreements

During the Year, the Group has the following connected transactions:
(i) headquarters and warehouse in Fanling, three retail stores and two
staff quarters were leased from various entities controlled by Mr. Tse;
and (ii) one staff quarter was leased from Mrs. Tse (collectively, the
“Premises leased from Connected Persons”).
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Details of the property leasing agreements in relation to Premises
leased from Connected Persons (the “Property Leasing Agreements”)
are set out below:

Headquarters and warehouse BERRBE
Date of Term of Approximate Monthly
Property agreement  Lessor Lessee the lease Location of the Premises Use GFA rent
L HEAH HEA ARA ik BRNENE R# BOREER Al
(sq. ft.) (HKS)
(FAR) (B7)
1. Our 21 February  Huge Max LFP 10 February 2025to  Room GO1, Lung Fung Group Warehouse 4,252.0 82,000
headquarters 2025 (Hong Kong) 9 February 2027 Centre, No. 23 Yip Cheong
and warehouse Limited Street, Fanling, New Territories
#HF8 20254 EY(FB)  RBEX 02562A108F  HRPEZBHBHR RE
BE 2A218 BBRRA 200752798 EEEERLGIE
9 April 2025 Huge Max LFP 1 April 2025 to Room GO2, Lung Fung Group Warehouse 1,600.0 5,000
(Hong Kong) 31 March 2027 Centre, No. 23 Yip Cheong
Limited Street, Fanling, New Territories
2025 EY(FB)  RBEX 0554718 HEPEZBHDBR RE
4A9A BBRRA 202738310 EEEETLGE
27 March Huge Max LFP 1 April 2026 to 1/F, Lung Fung Group Centre, No.  Warehouse 28,226.0 316,100
2026 (Hong Kong) 31 March 2028 23 Yip Cheong Street, Fanling,
Limited New Territories
2026 EY(FB)  RBEX 0654718 HEPEZBHDBHR RE
38278 BBRRA 2028538310 EEEET L1
27 March Huge Max LFP 1 April 2026 to Room 201, Lung Fung Group Warehouse 12,832.0 135,000
2026 (Hong Kong) 31 March 2028 Centre, No. 23 Yip Cheong
Limited Street, Fanling, New Territories
2026 EY(FB)  RBEX 0654718 HEPEZBHBHR RE
38278 BBRRA 2028538310 EEEETL01E
27 March Huge Max LFP 1 April 2026 to 3/F, Lung Fung Group Centre, No.  Warehouse 28,226.0 296,373
2026 (Hong Kong) 31 March 2028 23 Yip Cheong Street, Fanling,
Limited New Territories
2026 EY(FB)  RBEX 0654718 HEPEZBHBHR RE
38278 BBRRA 2028538310 EEEET L3R
27 March Huge Max LFP and Top Harvest 1 April 2026 to 4/F, Lung Fung Group Centre, No.  Warehouse 28,226.0 282,370
2026 (Hong Kong) Pharmaceuticals 31 March 2028 23 Yip Cheong Street, Fanling,
Limited Company Limited New Territories
2026 EZ(EB) EHUBEERTZE 206547182 HAMEEEH3% RE
34278 BBRRA 2ERAR 2028638318 BLEETRL4E
27 March Huge Max LFP 1 April 2026 to 5/F, Lung Fung Group Centre, No.  Office and 28,226.0 248,400
2026 (Hong Kong) 31 March 2028 23 Yip Cheong Street, Fanling, Warehouse
Limited New Territories
2026 EY(FB)  RBEX 0654718 HEPEZBHBHR WRER
38278 BBRRA 2028538310 EEEETLSE RE
Total #5: 131,588 1,365,243
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Retail stores ZEE
Date of Term of Approximate ~ Monthly
Retail store agreement  Lessor Lessee the lease Location of the Premises Use UFA rent
BHTA
ZEE iELzE HREA AEA a8 BRNELE i} BEE® AR
(sq. ft) (HK$)
(FHR) (#m)
1. Lung Fung 20 March Huge Max LFP 20 March 2025 to Unit 2 of Workshop on Ground Retail 1,000.0 200,000
Pop Up 2025 Development 19 March 2027 Floor, Camelpaint Buildings
(Kwun Tong) Limited Block Ill, No.60 Hoi Yuen Road,
Kowloon
5L Pop Up 20255 AEER ELEx 205437208 NERRERRERNE TE
(BEE) 3520A BRAR 27F3F198  3EMTIfFEZE2H
21 January Huge Max LFP 20 January 2025to0  Unit 3 of Workshop on Ground 1,300.0 220,000
2025 Development 20 January 2027 Floor and Store on the Cockloft,
Limited Camelpaint Buildings Block Il
No.60 Hoi Yuen Road, Kowloon
2025 AERR ELEX 05617208F NERREORREANEIE
12118 BRAF 2718208 WTIEZIFREER
Total #8t: 2,300.0 420,000
2. Lung Fung 23 March Max Profit Well Harvest (China) 1 April 2026 to Shop A, B, C&D, G/F., No. 66, Retail 2,244.0 300,000
Cosmetic 2026 Investment Limited 31 March 2029 San Hong Street, Sheung Shui,
(Holdings) New Territories
Limited
EEEE 2026F RERE(E  RE(PE) 026F481HE  HF LKEREE6R T8
3A238 RIBERAR  ARAR 202963A318  #TA B CRD%E
3. Lung Fung Mall 23 March Lung Fung Lung Fung 1 April 2026 to G/F. and cockloft, Shop A, Retail 880.0 168,000
(San Fung 2026 International Dispensary (3rd 31 March 2029 113-119 San Fung Avenue,
Avenue store) Trading store) Limited Sheung Shui, New Territories
Limited
B E Mall 2026 REARES REHE(EZ= 206F4A18BE  FRDKFLEN3-119% g
(FERE) 3A238 BRAR AE)ERNE  2029%3A318  WTARBREE
23 March Max Profit Lung Fung 1 April 2026 to G/F. and cockloft, Shop B, 905.0 168,000
2026 Investment Dispensary (3rd 31 March 2029 113-119 San Fung Avenue,
(Holdings) store) Limited Sheung Shui, New Territories
Limited
2026 HERE (R BRYBZ(E=  20654A1HE  HRLKFLEEN3-119%
3823A B)ERAR  HE)ERAF 2029538318 s IBRERDE
23 March Lung Fung Lung Fung 1 April 2026 to GfF., Shop E3, 113-119 San Fung 280.0 30,000
2026 International Dispensary (3rd 31 March 2029 Avenue, Sheung Shui, New
Trading store) Limited Territories
Limited
20265 BLERES ELEX(E= 2654 A1HE HFLKHEE113-1195
3A238 BRAF AE)ERRE  2029%3A318 WTBHE
Total #3t: 2,065.0 366,000
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Staff quarters ETES
Date of Term of Approximate Monthly
Property agreement  Lessor Lessee the lease Location of the Premises Use GFA rent
(sq. ft.) (HK$)
1. Staff quarter 27 September  Full Group LFP 1 October 2024 to No.68 San Uk Tsuen, Lung Yeuk  Residential 1,975.0 40,000
2024 Corporation 30 September 2026 Tau, Fanling, New Territories
Limited
BIFE 20245F BEARAT EREZ 0MFI0RIRE  HANEERENEN68S fE
9A27H 20269 A 30H
2. Staff quarter 1 August Mrs. Tse LFP 1 August 2025 to Flat A, 2/F., San Fung House, Residential 415.0 10,000
2025 31 July 2026 No.113-119 San Fung Avenue,
Sheung Shui, New Territories
ERRE 2025F ARA EUEE  05F8A1HE A DKHER113-1195 e
8A1R 202657 A31H MEBIBAR
3. Staff quarter 16 October Max Profit Investment ~ LFP 16 October 2024 to 1/F., No.66 San Hong Street, Residential 1,029.0 20,000
2024 (Holdings) Limited 15 October 2026 Sheung Shui, New Territories
BIRES 2024% HERE () ELEE  04F10A168E  HALKTEG66H1E i
107168 BRATF 20264104158

The terms under the Property Leasing Agreements were determined at ¥ ¥ EHFNIER W ERENRZTOH
arm'’s length between the parties to the Property Leasing Agreements, & AFHEEET EFC2EMiaE A48
following their arm’s length negotiations with reference to market SRR AL ERNTISER - EER A
prices of comparable properties of similar conditions in the vicinity. ¥R S VIR EEEE KRR EEER
Our Directors are of the view that the Property Leasing Agreements ] 37 ©

have been entered into on normal commercial terms or better.
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Accounting treatment and the Listing Rules
implications

In accordance with HKFRS 16 “Leases” applicable to the Group
and pursuant to the guidance issued by the Stock Exchange, when
an issuer enters into a lease transaction as a lessee and where the
lease is subject to an agreement with fixed terms, it is treated as a
one-off transaction (i.e. an acquisition of capital assets). As such,
the transactions under the Property Leasing Agreements will be
recognised as acquisitions of right-of-use assets and constitute one-
off transactions of the Company before the Listing and will not
be classified as continuing connected transactions under Chapter
14A of the Listing Rules. Accordingly, the reporting, annual review,
announcement, circular and independent shareholders’ approval
requirements with regard to continuing connected transactions in
Chapter 14A of the Listing Rules will not be applicable to the Property
Leasing Agreements.

The balance of the lease liabilities in relation to the Premises leased
from Connected Persons according to HKFRS 16 as at 31 March 2026
amounted to approximately HK$47.1 million.

SHARE CAPITAL

Details of movements in the Company’s share capital during the Year
are set out in note 29 to the consolidated financial statements in this
annual report.

RESERVES

Details of the movements in the reserves of the Group and the
Company during the Year are set out in consolidated statement
of changes in equity and note 37 to the consolidated financial
statements in this annual report, respectively.

DISTRIBUTABLE RESERVES

The Company was incorporated on 3 October 2025, and had reserves
of HK$60.5 million as at 31 March 2026.
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PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES

Throughout the Year, the Company did not redeem its listed
securities, nor did the Company or any of its subsidiaries purchase or
sell such securities (including sale of treasury shares, if any).

As at 31 March 2026, the Company did not hold any treasury shares.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Articles of
Association or under the laws of the Cayman Islands, being the
jurisdiction in which the Company was incorporated.

EQUITY-LINKED AGREEMENTS

No equity-linked agreements that (i) will or may result in the
Company issuing Shares or (i) require the Company to enter into any
agreements that will or may result in the Company issuing Shares
were entered into by the Company during the Year or subsisted at
the end of the Year.

CORPORATE GOVERNANCE

The Company is committed to the high standards of corporate
governance and has adopted the code provisions set out in the CG
Code. After the Listing and as of the date of this report, the Company
complied with all applicable code provisions set out in the CG Code
except code provision C.2.1.

In order to maintain the high standards of corporate governance, the
Board will review and monitor the Company’s compliance with the
CG Code on an ongoing basis.

Information on the corporate governance policies and practices
adopted by the Company is set out in the Corporate Governance
Report on pages 34 to 60 of this annual report.
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USE (F){FNI\(ISET PROCEEDS FROM THE GLOBAL FIRBEEMEIIEFERR
OFFE

The net proceeds from the Listing were approximately HK$599.6 ~ EM TS FRIBF 4 5599.6 B &8 7T (440
million (after deducting the underwriting commissions, fees and FrE#HAEE BERAR AR KBS EN
estimated expenses payable by the Company in connection with the KT X 1%) - B 2B EMNFTERIEFE
Global Offering). The net proceeds received from the Global Offering ([ 2 ERE & AT FE ) IR BB ERR [ R 2k
(the " Global Offering Proceeds”) will be used in the manner consistent 5+ &I & Fr8 Z I8 4k | — S8Rl 89 5 N fE 8 -
with that mentioned in the section headed “Future Plans and Use of B T BHE M EEARE BE - TS RE
Proceeds” in the Prospectus. Since the Listing Date and up to the date A S  WIFEAFEEERT R L ER
of this report, the proceeds have not been utilized and is deposited 14 BI#E (F & B EFH & B S G015 E 1 7
into short-term interest-bearing accounts with licensed commercial A& E &M E AR EAR) R EFTBERES -
banks and/or authorized financial institutions (as defined under the

SFO or applicable laws and regulations in other jurisdictions).

The table below sets out the planned application and usage of the net T~ &% H 2B ERSREFENIRERE

Global Offering Proceeds: RABRIER -
Expected date to
Approximate fully utilise the
percentage of the Actual amount  unutilised net
Total net Global total net Global utilised as at ~ Global Offering
Offering Proceeds ~ Offering Proceeds 31March 2026  Proceeds
Bt AR RS

BRRRE BE2265  £BAK
ERREMENE  FENEFEAE 3A3NEN  2RBEFRE

Purpose =Xl FEEE WEREDL ERBAeE FEFHERZYUER
HK$'000 HK$'000
TER TR
Expanding, enhancing and optimising AR MM ELTEEEL 2195 36.6% - March 2029
our physical and online sales network 2029634
Brand management and marketing mEEERTSHEE 210 3.5% - March 2029
2029%3 A
Strengthening our supply chain capability &% kA BB FR BANE IFE 210 35% - March 2029
through expanding and upgrading NERLERULRRERNER 20093 A

our existing procurement office and
warehouse in Japan and warehouse in

Korea
Upgrading and enhancing our AERARBEBHENRNRES 68.4 11.4% - March 2029
information technology systems 2029%3 A
Repay our outstanding loans, primarily ~— BEKMNAEEER (FTEA 1199 20.0% - March 2028
certain supplier finance arrangements ETHER s BERE) 202843 R
Pursue selective strategic investmentand  SEENFRRERELE 89.9 15.0% - March 2029
acquisition opportunities and further ARE—FERERYHEE 202943 R

develop strategic partnerships to expand [\ A 5 BH £ 818 R 55
our business scale and our geographic ~ EZ &g

coverage
General working capital —HhEELe 59.9 10.0% -
599.6 100.0% -
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DIRECTORS

The Directors during the Year and up to the date of this annual report
are:

Executive Directors
Mr. Tse Siu Hoi
Ms. Tse Chui Ying

Independent non-executives Directors
Mr. Chu Woon Ming

Mr. Yau Sheung Yu

Ms. Woo Pui Yan Joyce

In accordance with article 83(3) of the Company’s Articles of
Association, any Director appointed by the Board to fill a causal
vacancy or as an addition to the existing Board shall hold office until
the first AGM after his/her appointment and be eligible for re-election
at such meeting. Therefore, the terms of office of Mr. Chu Woon
Ming, Mr. Yau Sheung Yu and Ms. Woo Pui Yan Joyce shall expire at
the conclusion of the forthcoming AGM.

In accordance with article 84 of the Company’s Articles of Association,
one-third of the Directors, will retire by rotation and, being eligible,
will offer themselves for re-election at the forthcoming AGM,
provided that every Director shall retire at least once every three years.
Therefore, Mr. Tse and Ms. Tse shall retire from office by rotation at
the forthcoming AGM.

Accordingly, Mr. Tse Siu Hoi, Ms. Tse Chui Ying, Mr. Chu Woon
Ming, Mr. Yau Sheung Yu and Ms. Woo Pui Yan Joyce being eligible,
have offered themselves for re-election.
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BIOGRAPHICAL DETAILS OF THE DIRECTORS
AND THE SENIOR MANAGEMENT

The biographical details of each of the Directors are set out in the
section headed “Directors and Senior Management” of this annual
report.

CONFIRMATION OF INDEPENDENCE FROM THE
INEDs

The Company has received an annual confirmation of independence
in writing from each of the INEDs pursuant to Rule 3.13 of the Listing
Rules. Based on such confirmations, the Company considers that all
the INEDs are independent and have met the independence guidelines
as set out in Rule 3.13 of the Listing Rules from their appointment
date and up to the date of this annual report.

DIRECTORS’ SERVICE CONTRACTS

Each of the executive Directors entered into a service contract with
the Company for a term of three years commencing from the Listing
Date until terminated by not less than three months’ notice in writing
served by either party on the other.

Each of our INEDs has been appointed for an initial term of three
years commencing from the Listing Date until terminated by either
party giving not less than three months’ written notice to the other
pursuant to a letter of appointment.

None of our Directors has or is proposed to have a service contract/
letter of appointment with our Company or any of our subsidiaries
other than contracts expiring or determinable by us within one
year without the payment of compensation (other than statutory
compensation).
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DIRECTORS" AND CHIEF EXECUTIVES" INTERESTS
AND SHORT POSITIONS IN THE SHARES,
UNDERLYING SHARES AND DEBENTURES

OF THE COMPANY OR ITS ASSOCIATED
CORPORATIONS

As at the date of this annual report, the interests and short positions
of the Directors and the chief executives of the Company in the
Shares, underlying shares and debentures of the Company or its
associated corporations (within the meaning of Part XV of the
SFO), which were required: (i) to be notified to the Company and
the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the
SFO (including interests or short positions which they were taken
or deemed to have under such provisions of the SFO); or (ii) to be
recorded in the register required to be kept by the Company pursuant
to Section 352 of the SFO; or (iii) to be notified to the Company and
the Stock Exchange pursuant to the Model Code were as follows:

HEAFHRBAH ARRAESRESTTHRA
BRARNRISREEEEZR (ERRESFREE
REIEXVED) BRGD - BRERGO REEESP
BENEmRAR A (VEEREE %&
B EIEPIEXVEE T RSD BAMNE RA
RE R PR m%(@ﬁﬁ%ﬁ%ﬁﬂﬂﬁum%
X EAR A EIEE RSB ERIORE)
(i) BIRER B H KB GH 2352 F L 810
RRRBEBENELZMA i) BREZE
STRIRAAR NG RE MR AR T

Long positions in the Shares RONERE
Approximate
percentage of
Number of Interest in
Name of Directors Capacity/Nature of Interest Shares Held the Company®@
HAEARERD
EEE8 B REME BROEE BHABEDL
Mr. Tse Interest in a controlled corporation® 375,000,000 75%
Eiiptas REEHEER R R EE M AL
HRAF/AHERD
Ms. Tse Interest in a controlled corporation® 375,000,000 75%
Eiifetun MREETEE R M EE M A+
HREFAHERD
Notes: MisE

(1) These Shares represent Shares beneficially owned by TTK Holding in which
Mr. Tse, the executive Director, Mrs. Tse, the wife of Mr. Tse and Ms. Tse,
the executive Director, own as to 97.29%, 2.7% and 0.01%, respectively.
As Mr. Tse, Mrs. Tse and Ms. Tse are the three shareholders holding
100% of the issued shares of TTK Holding and family member of one
another. Therefore, pursuant to the SFO, they are deemed to be interested
in 375,000,000 Shares in which one another is interested through their
controlled corporation, TTK Holding.

(2)  The percentage of shareholding interest in the Company shown in the table
above is calculated on the basis of 500,000,000 Shares in issue as at the date
of this annual report.
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Long positions in the ordinary shares of TTK
Holding — an associated corporation of the
Company

EEEWRE
KA 5] B % X T TTK Holding & R
O

Percentage of
the total issued

Number of ordinary ordinary shares

Name of Directors Capacity/nature of interest shares held of TTK Holding

LERANIE £ 3:

E=EB 55 ntE RHEE L=

Mr. Tse Beneficial owner 9,729 97.29%
il EmBEAA

Ms. Tse Beneficial owner 1 0.01%
Fijften BEmEAA

Save as disclosed above, the date of this annual report, none of the
Directors or chief executives of the Company had any interests or
short positions in the Shares, underlying shares or debentures of
the Company or its associated corporations, which had notified to
the Company and the Stock Exchange under the SFO or pursuant to
Section 352 of the SFO, entered in the register referred to therein or
which were, pursuant to the Model Code, notified to the Company
and the Stock Exchange.

BREXFBEEEN RAFERY HEE
EHARANERSTRABRARALEN
BOZBE MR D AR KERET  EHE
*Eﬂ%aa#&ﬁﬂﬁﬂﬂhﬁﬂ@‘$ 7 K B 32 P
MR SRR RIRIERE S R IR R HIE 352
12/\;&%5‘)50;2{! PiT 8 #0570 Ml P9 O B 25 BI0OK
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SUBSTANTIAL SHAREHOLDERS" AND OTHER
PERSONS’ INTERESTS AND SHORT POSITIONS
IN SHARES AND UNDERLYING SHARES OF THE
COMPANY

As at the date of this annual report, to the best of the Directors’
knowledge, the following entities or persons (other than a Director or
the chief executive of the Company) had or were deemed or taken to
have interests and/or short positions in the Shares or the underlying
Shares, which would fall to be disclosed under the provisions of
Divisions 2 and 3 of Part XV of the SFO or which was recorded in the
register required to be kept under section 336 of the SFO as follows:
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HEAFRAHY BESHA T EEK
AL (KRR EBRITHAEKIN FHH K
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R/SHKR MzSE=E R KB BRE
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ETUERE  AELHERBEESRBEER
Bl 336 A THEFMNELMA - FFBHT
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Approximate
percentage of

Interest in
Name of Shareholder Capacity/Nature of Interest Number of Shares the Company®
RERAME B REEHE KROHBE ERESOEILL®
TTK Holding Beneficial owner® 375,000,000 75%
TTK Holding EmEAEAO
Mrs. Tse Interest in a controlled corporation® 375,000,000 75%
WRA REEGEENEE?
Mr. Tsui Chak Ming Joseph Interest held by spouse® 375,000,000 75%

("Mr. Tsui")

RS (MMREED R EBRF AR
Notes: 3T

(1) These Shares represent Shares beneficially owned by TTK Holding in which
Mr. Tse, the executive Director, Mrs. Tse, the wife of Mr. Tse and Ms. Tse, an
executive Director, own as to 97.29%, 2.7% and 0.01%, respectively.

(2) These Shares represent Shares beneficially owned by TTK Holding in which
Mr. Tse, the executive Director, Mrs. Tse, the wife of Mr. Tse and Ms. Tse,
an executive Director, own as to 97.29%, 2.7% and 0.01%, respectively.
As Mr. Tse, Mrs. Tse and Ms. Tse are the three shareholders holding 100%
of the issued shares of TTK Holding Limited and family member of one
another. Therefore, pursuant to the SFO, they are deemed to be interested
in 375,000,000 Shares in which one another is interested through their
controlled corporation, TTK Holding Limited.
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3) Mr. Tsui Chak Ming Joseph is the spouse of Ms. Tse, therefore he is deemed
to be interested in the entire interest of Ms. Tse.

(4)  The percentage of shareholding interest in the Company shown in the table
above is calculated on the basis of 500,000,000 Shares in issue as at the date
of this annual report.

Save as disclosed above, as at the date of this annual report, the
Directors were not aware of any entities which or persons (other than
a Director or the chief executive of the Company) who had, or were
deemed or taken to have interests or short positions in the Shares
or the underlying Shares, which had been disclosed to the Company
under the provisions of Divisions 2 and 3 of Part XV of the SFO or
were entered in the register kept by the Company under the SFO.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Save as disclosed in the section headed “Directors’ and Chief
Executives’ Interests and Short Positions in the Shares, Underlying
Shares and Debentures of the Company or its Associated
Corporations” above, at no time during the Year and up to the date
of this annual report was the Company or any of its subsidiaries, a
party to any arrangement that would enable the Directors to acquire
benefits by means of acquisition of the shares in, or debentures of,
the Company or any other body corporate, and none of the Directors
or any of their spouses or children under the age of 18 were granted
any right to subscribe for the equity or debt securities of the Company
or any other body corporate or had exercised any such right.

DIRECTORS” INTEREST IN COMPETING BUSINESS

Save for their irrespective interests in the Group, none of the Directors
or their irrespective close associates was interested in any business
which directly or indirectly competes or is likely to compete with the
businesses of the Group from the Listing Date and up to the date of
this annual report.
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DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS AND CONTRACTS OF
SIGNIFICANCE

Save as disclosed in this annual report, no Director nor a connected
entity of a Director had a material interest, whether directly or
indirectly, in any transaction, arrangement or contract of significance
to the business of the Group to which the Company or its holding
company or any of its subsidiaries or fellow subsidiaries was a party
subsisted at any time during the Year or as at the end of the Year.

CONTROLLING SHAREHOLDERS' INTERESTS IN
CONTRACTS OF SIGNIFICANCE

Save as disclosed in this annual report, there was no contract of
significance (whether for the provision of services to the Group or not)
in relation to the Group’s business to which the Company or any of
its subsidiaries was a party and in which any controlling shareholder
of the Company or any of its subsidiaries had a material interest,
whether directly or indirectly, subsisted during the Year or as at the
end of the Year.

MANAGEMENT CONTRACTS

No contract concerning the management and administration of
the whole or any substantial part of business of the Company was
entered into or existed during the Year.

PERMITTED INDEMNITY

Pursuant to Article 164 of the Articles of Association and subject to
laws of the Cayman Islands, each Director shall be indemnified and
secured harmless, out of the assets and profits of the Company, from
and against all actions, costs, charges, losses, damages and expenses
which they or any of them, their or any of their heirs, executors or
administrators, shall or may incur or sustain by or by reason of any act
done, concurred in or omitted in or about the execution of their duty.
The Company has arranged appropriate Directors’ liability insurance
coverage for the Directors.

The relevant Article and the Directors’ liability insurance were in force
as of the date of this annual report.
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REPORT OF THE DIRECTORS

EMPLOYEES INFORMATION

As at 31 March 2026, the Group had 786 (31 March 2025: 694)
employees, including part-time staff. The remuneration package of
both full-time and part-time employees generally includes basic salary
and discretionary bonus. The basic salary is generally based on the
particular employee’s work experience, academic and professional
qualifications (where applicable) and the prevailing market salary
levels. The discretionary bonus is generally based on, among other
things, the operational performance of the relevant retail store which
the employee serves (or the financial performance at group-level if
he/she assumes a group-level position) and the employee’s work
performance and assessment results.

EMOLUMENT POLICY OF THE GROUP

The Directors and senior management receive compensation in
the form of salaries, allowances, bonuses and other benefits-in-
kind, including contribution to the pension scheme. Remuneration
Committee determines the salaries of the Directors based on each
Director’s qualification, position and seniority. Policy concerning the
remuneration of the Directors is that the amount of remuneration
is determined on the basis of the relevant Director’s experience,
responsibility, performance and the time devoted to the business. The
Company has not adopted any share schemes as incentives or rewards
to eligible persons for their contributions or potential contributions to
the Group.

Details of the Directors’ remuneration and the five individuals with
the highest emoluments are set out in note 12 to the consolidated
financial statements in this annual report, respectively.

None of the Directors waived any emoluments during the Year and/or
for the period from their appointment date and up to the date of this
annual report.

UPDATE ON DIRECTORS" INFORMATION

Pursuant to Rule 13.51B(1) of the Listing Rules, save as disclosed in
this annual report, there has been no change in Directors’ information
since the Listing Date.
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REPORT OF THE DIRECTORS
EEERE

DONATIONS

During the Year, the Group’s charitable and other donations
amounted to HK$24,000 (FY2025: HK$108,880).

MAJOR CUSTOMERS AND SUPPLIERS

During the Year, the percentage of purchases attributable to the
Group's five largest suppliers combined and the percentage of sales
attributable to the Group’s five largest customers combined were
both less than 30% of the Group'’s respective purchases and sales for
the Year.

None of the Directors or any of their close associates or any
Shareholders (whom to the knowledge of the Directors, own more
than 5% of the total issued Shares) had any beneficial interest in
the Group's five largest distributors and suppliers for the year under
review.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company
and to the best knowledge of the Directors, the Company has
maintained the prescribed public float under the Listing Rules as at
the date of this annual report.

MODEL CODE FOR SECURITIES TRANSACTIONS
BY DIRECTORS

The Company has adopted the Model Code as its own code of
conduct regarding Directors’ securities transactions. Having been
made specific enquiries by the Company, all Directors confirmed that
they had complied with the required standard set out in the Model
Code since the Listing Date and up to the date of this annual report.
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REPORT OF THE DIRECTORS

INDEPENDENT AUDITOR

The consolidated financial statements of the Group for the Year have
been audited by Deloitte Touche Tohmatsu, which would retire at
the conclusion of the forthcoming AGM, and, being eligible, offer
themselves for re-appointment. A resolution will be proposed to the
Shareholders at the forthcoming AGM to re-appoint Deloitte Touche
Tohmatsu as the independent auditor of the Company.

REVIEW BY AUDIT COMMITTEE

The Audit Committee comprises three INEDs, namely Ms. Woo Pui
Yan Joyce (chairlady), Mr. Chu Woon Ming and Mr. Yau Sheung Yu.

The Audit Committee had reviewed the audited consolidated financial
statements of the Group for the Year, including the accounting
principles and accounting practices adopted by the Group, and
discussed matters relating to auditing, internal control and risk
management systems, financial reporting and internal audit function.

SUBSEQUENT EVENTS

Details of the Company’s subsequent events are set out in the section
headed “Management Discussion and Analysis” on page 24 of this
annual report.

On behalf of the Board

Tse Siu Hoi

Chairman, Executive Director and Chief Executive Director

Hong Kong, 29 June 2026
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INDEPENDENT AUDITOR'S REPORT

B BN R S

Deloitte

TO THE SHAREHOLDERS OF LUNG FUNG GROUP HOLDINGS
LIMITED
(incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of Lung
Fung Group Holdings Limited (the “Company”) and its subsidiaries
(collectively referred to as the “Group”) set out on pages 89 to 211,
which comprise the consolidated statement of financial position as
at 31 March 2026, and the consolidated statement of profit or loss
and other comprehensive income, consolidated statement of changes
in equity and consolidated statement of cash flows for the year then
ended, and notes to the consolidated financial statements, including
material accounting policy information and other explanatory
information.

In our opinion, the consolidated financial statements give a true and
fair view of the consolidated financial position of the Group as at 31
March 2026, and of its consolidated financial performance and its
consolidated cash flows for the year then ended in accordance with
HKFRS Accounting Standards as issued by the Hong Kong Institute of
Certified Public Accountants (the “HKICPA”) and have been properly
prepared in compliance with the disclosure requirements of the Hong
Kong Companies Ordinance.

BASIS FOR OPINION

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

TO THE SHAREHOLDERS OF LUNG FUNG GROUP HOLDINGS

LIMITED
(incorporated in the Cayman Islands with limited liability)

KEY AUDIT MATTERS

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

do not provide a separate opinion on these matters.

Key audit matter
BRETER

B B RS

HEEEEERERATRR
(BB BB MA TR A )
FASE =T =R

FRBAFSEASREFSNERHE A
HAREGEEMBRRNEARREENS
HeREFRNNESFBIBBRAVBR
KRHAEARETRE MEFITEHZ
FERREHEBER

How our audit addressed the key audit matter

BEENEFTNNEEREETSER

Estimated allowance for inventories

FEMGTRE

We identified the estimated allowance for inventories as a
key audit matter due to the significance of the inventory
balance to the consolidated statement of financial position
and the involvement of significant management judgment
in the identification of slow-moving inventories and the
estimation of allowances for inventories.
EEBFELARBINAEREFFE  REAFE
mRHEAMBRARARNEZE  UREBRIFHFE
MG FEEER S RERNEIRE HIE -

Inventories are stated at the lower of cost and net
realizable value. Net realizable value represents the
estimated selling price for inventories less costs necessary
to make the sale. The Group estimates specific inventory
allowances based on an assessment of net realizable value
taking into account key factors, including historical sales
records, ageing analysis, marketing and promotion plans,
and recent selling prices.

FERKARA SR FEREFHORIEESER - AT#R
FEEFENMGTEERETHEMTNKE &5
BRBEA 2R FENFEEAREFERB ETEE
BAEHETHE RO SHERESSISARER

Our procedures in relation to the estimated allowance for
inventories included:

BARFERABRERTHNREF R

e Understanding and evaluating the reasonableness of
the Group's inventory allowance policy;

THREFG EEEFERBRENAEE

e Understanding management’s process and relevant
controls over the identification of slow-moving
inventories and the estimation of allowance for
inventories, and evaluating the design and
implementation of these relevant controls;
THREEEEIMFHFEREAFERETEN
MEREBEE  TAHZEREEENRALE
MBI
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INDEPENDENT AUDITOR'S REPORT

B 2R E

TO THE SHAREHOLDERS OF LUNG FUNG GROUP HOLDINGS

LIMITED
(incorporated in the Cayman Islands with limited liability)

KEY AUDIT MATTERS (continued)

Key audit matter
HRESEE

BEEREZRERITKRR
(REASHETMH A BRAA)

PR ETE1H (8

How our audit addressed the key audit matter

EEHNETNNEERRETSHE

Estimated allowance for inventories (Continued)

FEMTERE (R

As at 31 March 2026, the Group’s inventories amounted
to HK$421,907,000, which represented approximately
33.6% of the Group’s total assets. No allowance for
inventories was recognized as at 31 March 2026 and for
the year then ended.

202653 A31H - EK£EKFER421,907,000%
ToiE BEEENEEREL33.6% 120263 A 31
BREZEZRILFETEBERFERE -

Details are set out in notes 4 and 5 to the consolidated
financial statements.
IR AR A R RM T4 K5 -
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Discussing with the management and assessing the
management’s basis and judgment in the identification
of slow-moving inventories;

HEREETNG  TAEBEEEESIFHEEE
73 T BRI K B

Testing the accuracy and completeness of ageing
information of inventories, on a sample basis; and

AR ERRENNERERTBE R

Evaluating the estimation of net realizable value of
inventories.
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TO THE SHAREHOLDERS OF LUNG FUNG GROUP HOLDINGS
LIMITED
(incorporated in the Cayman Islands with limited liability)

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 auditor’s report thereon.

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

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

RESPONSIBILITIES OF DIRECTORS 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 as issued
by the HKICPA and the disclosure requirements of the Hong Kong
Companies Ordinance, and for such internal control as the directors
determine is necessary to enable the preparation of consolidated
financial statements that are free from material misstatement,
whether due to fraud or error.

In preparing the consolidated financial statements, the directors are
responsible for assessing the Group'’s ability to continue as a going
concern, disclosing, as applicable, matters relating 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.
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INDEPENDENT AUDITOR'S REPORT
1B M A% SN

TO THE SHAREHOLDERS OF LUNG FUNG GROUP HOLDINGS
LIMITED
(incorporated in the Cayman Islands with limited liability)

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

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

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

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

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

TO THE SHAREHOLDERS OF LUNG FUNG GROUP HOLDINGS
LIMITED
(incorporated in the Cayman Islands with limited liability)

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

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

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

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

o Plan and perform the group audit to obtain sufficient
appropriate audit evidence regarding the financial information
of the entities or business units within the group as a basis for
forming an opinion on the group financial statements. We are
responsible for the direction, supervision and review of the audit
work performed for purposes of the group audit. We remain
solely responsible for our audit opinion.
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INDEPENDENT AUDITOR'S REPORT
1B M A% SN

TO THE SHAREHOLDERS OF LUNG FUNG GROUP HOLDINGS
LIMITED
(incorporated in the Cayman Islands with limited liability)

AUDITOR'S RESPONSIBILITIES FOR THE AUDIT OF
THE CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

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.

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 auditor’s report unless law or regulation precludes public
disclosure about the matter or when, in extremely rare circumstances,
we determine that a matter should not be communicated in our
report because the adverse consequences of doing so would
reasonably be expected to outweigh the public interest benefits of
such communication.

The engagement partner on the audit resulting in this independent
auditor’s report is TSANG, Yiu Chung (practising certificate number:
P05398).

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

29 June 2026
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND
OTHER COI\/IPREHENSIVE INCOME

ceEm Rk HMEERERER

Year ended 31 March 2026 &%= 2026 & 3 A 31 HILFE

2026 2025
2026 F 20254
Notes HK$'000 HK$'000
Bt 5E TERT FAT
Revenue WA 6 3,277,151 2,460,478
Cost of sales 85 & AR (2.261,738)  (1,682,861)
Gross profit EAH 1,015,413 777,617
Other income HaA 7 33,801 30,326
Other gains and losses, net Hth o & B9 18 5 58 8 (381) (700)
Decrease in fair value of investment HEMERNFERD
properties (16,720) (53,482)
Selling and distribution expenses HE N DHF Y (584,123) (431,606)
Administrative expenses THEX (64,281) (52,584)
Finance costs A& AR 9 (41,809) (51,550)
Listing expenses FHEX (15,113)
Profit before tax B 352 BT A 326,787 218,021
Income tax expense TS X 10 (57,687) (47,589)
Profit for the year F R 11 269,100 170,432
Other comprehensive expense FREMEEMAX
for the year
Item that will not be reclassified B TrEEN P EEEmmAR
to profit or loss:
Remeasurement of defined benefit plan ~ EFizt & R E = F T2 (280) (557)
Item that may be reclassified HEAREETHHAE
subsequently to profit or loss: Bmba)EE
Exchange differences arising on BB GINETS EERE X A5
translation of foreign operations (84) (13)
Other comprehensive expense FAHMEZEMAX
for the year (364) (570)
Total comprehensive income for the year A2 W5 4258 268,736 169,862
HK$ HK$
BT BT
Earnings per share BREF
Basic AR 13 0.72 0.45
Lung Fung Group Holdings Limited / Annual Report 2025/2026 89

REKEERERAR/ T -1 T NFFR



CONSOLIDATED STATEMENT OF

FINANCIAL POSITION

ma B RS IR R R

As at 31 March 2026 72202643 A31H

2026 2025
2026 F 2025 £
Notes HK$’'000 HK$'000
B = FExT FET
Non-current assets kRBEE
Property, plant and equipment L E Yy 15 111,465 73,084
Investment properties "EYHE 16 145,270 189,470
Right-of-use assets EREEE 17 362,931 261,366
Deposits b 19 64,092 52,960
Amounts due from related parties e iz 2 g 20 - 273,696
Deferred tax assets IREFRIBEE B 26 6,090 1,798
689,848 852,374
Current assets REEE
Inventories BE 18 421,907 336,038
Trade and other receivables %’%&ﬁfﬂﬂg”&m 19 31,598 23,996
Amounts due from related parties JFEE Uk 20 37,487 15,381
Cash and cash equivalents fﬁﬁ&fﬁﬁ%%‘i% 21 73,641 61,182
564,633 436,597
Current liabilities REBAE
Trade and other payables B 5k E M EN IR 22 184,150 154,992
Amounts due to related parties J& <t BE Bt 5 3k IR 20 15,789 12,836
Tax payable FE(S I8 36,664 20,699
Bank borrowings RITHENK 23 543,444 651,523
Lease liabilities HEARE 24 183,734 135,034
Contract liabilities AHEE 25 1,280 126
Bank overdrafts RITEX 21 12,793 105,049
977,854 1,080,259
Net current liabilities REBBEEZRE (413,221) (643,662)
Total assets less current liabilities EEHERABERE 276,627 208,712
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CONSOLIDATED STATEMENT OF
FINANCIAL POSITION

mE BRI R

As at 31 March 2026 722026 €3 A 31 H

2026 2025
2026 F 20254
Notes HK$’000 HK$'000
Nz FET FET
Non-current liabilities FRBEE
Lease liabilities HEAE 24 189,013 130,233
Provisions B & 27 37,236 31,038
Retirement benefit obligations RIKBFET 28 4,260 3,059
230,509 164,330
Net assets EEFE 46,118 44,382
Capital and reserves EARRFE
Capital B 29 —* 137,023
Reserves A 46,118 (92,641)
Total equity DA 46,118 44,382

@ Less than HK$ 1,000

The consolidated financial statements on pages 89 to 211 were

approved and authorized for issue by the board of directors of the
Company on 29 June 2026 and are signed on its behalf by:

& LR 1,000 7T

FIE2NTEMGRAE T BIRERE R 2026F6
A29REARRES S A RRETIE I

HATATREREFERE

Tse Siu Hoi
Executive Director

HITEF

Tse Chui Ying

WEE

Executive Director

HITEF
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CONSOLIDATED STATEMENTS OF
CHANGES IN EQUITY

GAEREDE

Year ended 31 March 2026 &= 20263 A31 HILFE

(Accumulated

osses)

Share Share Other Exchange retained
capital premium reserve reserve earnings Total

(B3t

A BfEE  HtEE BiEE  REEN it
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
AT THTL TR TR TR TR

t 1 April 2024 MN2024F4R18 137,023 = = 141 (7,644) 129,520
Profit for the year EREA - - - - 170,432 170,432
Remeasurement of defined benefit plan ~ E3ef &R e FI5El - - = = (557) (557)
Exchange differences arising on BEBNEBELNELZR

translation of foreign operations - - - (13) - (13)
Total comprehensive (expense) income A2 (F%) Wz 58
for the year = = = (13) 169,875 169,862

Dividends recognized as distributions AR TREIBRE (HizE14)

(note 14) - - - - (255,000) (255,000)
At 31 March 2025 R202563 315 137,023 - - 128 (92,769) 44,382
Profit for the year ERET - - - - 269100 269,100
Remeasurement of defined benefit plan ~ E#f &8 R e @ F52l - - - = (280) (280)
Exchange differences arising on BEENEBEENERZR

translation of foreign operations - - - (84) - (84)

Total comprehensive (expense) income A2 E (F%) Wz

for the year - - - (84) 268,820 268,736
Issue and allotment of shares T REERS —* 58,663 (58,663) = = %
Transfer upon group reorganization SEsARNEE ()

(note 2) (137,023) - 137,023 - - -
Deemed distribution (note 2) RIEDIR (3E2) - - (137,000) - - (137,000)
Dividends recognized as distributions ~ BEZAADTRAIRE (HizE14)

(note 14) - - - - (130,000) (130,000)
At 31 March 2026 M2026%53A31H —* 58,663 (58,640) 44 46,051 46,118
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SEEEEEERST

CONSOLIDATED STATEMENT OF

CASH FLOWS
AeRERER

Year ended 31 March 2026 £ 2026 3 A31 HIFF &

2026 2025
2026 F 20254
HK$’000 HK$'000
FExT T
OPERATING ACTIVITIES ReETH
Profit before tax B 5t A& A 326,787 218,021
Adjustments for: HATHEIRELFE :
Finance costs BE KA 41,809 51,550
Interest income ) B2 u A (20,715) (16,157)
Depreciation of property, plant and W BEREZEBETE
equipment 25,241 16,922
Depreciation of right-of-use assets FREEENE 201,689 157,420
Decrease in fair value of investment REMERNFERD
properties 16,720 53,482
Net loss on disposal/write-off of property, e/ METE - BE RRER
plant and equipment BB F5E 3 79
Operating cash flows before movements HEETEPINLERERE
in working capital 591,534 481,317
Increase in inventories FEE N (85,871) (110,643)
(Increase) decrease in trade and other B 5 M H A EURFRIE (38 h0) />
receivables (7,717) 7.318
Increase in trade and other payables B 5 N H b e FRIE S N 1,243,924 1,110,204
Increase in retirement benefit obligations RARAR FI 2 7538 00 1,019 1,015
Cash generated from operations LERFIRE 1,742,889 1,489,211
Interests paid on bank overdrafts BRITEINENFE (1,936) (4,326)
Income tax paid EfPTEH (46,014) (22,470)
NET CASH FROM OPERATING ACTIVITIES KEEBFREHRFHE 1,694,939 1,462,415
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CONSOLIDATED STATEMENT OF

CASH FLOWS
SERERER

Year ended 31 March 2026 &= 20263 A31 HILFE

2026 2025
2026 20254
HK$’'000 HK$'000
FTET FHIT
INVESTING ACTIVITIES BREEE
Purchase of property, plant and equipment ~ BEE®¥ - & &&E (36,240) (54,870)
Proceeds on disposal of property, plantand &% - BE &R EHTEHIE
equipment 97 -
Payments for rental deposits TNEEZRS (15,567) (22,710)
Refund of rental deposits REHERS 5,127 12,568
Advances to related parties A BB 5 B R (37,960) (141,883)
Repayments from related parties Ra s 7T =R 38,967 113,282
Interests received 2 U FI S 4 65
NET CASH USED IN INVESTING ACTIVITIES "EEEMAR & FRE (45,572) (93,548)
FINANCING ACTIVITIES REEE
New bank borrowings raised MEEWIRITER 251,944 311,594
Repayments of bank borrowings EBRIIFITER (1,570,636) (1,400,013)
Interests paid on bank borrowings RITEFNENAFE (19,956) (29,073)
Repayments of lease liabilities EBEHEARE (185,703) (146,566)
Interests paid on lease liabilities HEABNENTE (19,808) (18,068)
Advances from related parties REESE 7 B R 19,300 7,769
Repayments to related parties Bk Dapet (16,347) (76,074)
Issue costs paid BT EEITAKR (3,481) =
NET CASH USED IN FINANCING ACTIVITIES @& EEFTAIR S F5 (1,544,687)  (1,350,431)
NET INCREASE IN CASH AND RekReFEYILINFRE
CASH EQUIVALENTS 104,680 18,436
CASH AND CASH EQUIVALENTS AT FNREeRREEFEY
BEGINNING OF THE YEAR (43,867) (62,291)
Effect of foreign exchange rate changes EREHTE 35 (12)
TOTAL CASH AND CASH EQUIVALENTS FRES MR EEBYERE
AT END OF YEAR 60,848 (43,867)
REPRESENTED BY: LT 5k ¢
Cash and cash equivalents BeMREEEY 73,641 61,182
Bank overdrafts RITEX (12,793) (105,049)
60,848 (43,867)

Lung Fung Group Holdings Limited / Annual Report 2025/2026

RESEZRERAR/ T -1/ —T - FFR



NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e TSR AR M R

Year ended 31 March 2026 &= 20263 A31 HILFE

GENERAL INFORMATION

Lung Fung Group Holdings Limited (the “Company”) was
incorporated on 3 October 2025 as an exempted company
with limited liability under the laws of the Cayman Islands. The
shares of the Company have been listed on the Main Board
of The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) with effect from 5 June 2026. The addresses of the
Company’s registered office and principal place of business are
Cricket Square, Hutchins Drive, P.O. Box 2681, Grand Cayman,
KY1-1111, Cayman Islands and 5/F, Lung Fung Group Centre,
23 Yip Cheong Street, Fanling, New Territories, Hong Kong,
respectively.

The Company’s ultimate and immediate holding company is
TTK Holding Limited (“TTK Holding”), a company incorporated
under the laws of the British Virgin Islands (the “BVI”) with
limited liability on 25 September 2025, which is owned as to
97.29%, 2.70% and 0.01% by Mr. Tse Siu Hoi (“Mr. Tse"),
Ms. Chan Yuen Fong Shirley (“Mrs. Tse”), the spouse of Mr.
Tse, and Ms. Tse Chui Ying, the daughter of Mr. Tse and Mrs.
Tse ("Ms. Tse"), respectively. Mr. Tse, Mrs. Tse and Ms. Tse
have been acting in concert historically and throughout the
years ended 31 March 2026 and 2025 and collectively exercised
their control over the entities now comprising the Group,
and are collectively the ultimate controlling shareholders (the
“Controlling Shareholders”) of the Company and its subsidiaries
(together referred to as the “Group”).

The Company is an investment holding company. Prior to the
incorporation of the Company and the completion of the group
reorganization as set out in note 2, the entities now comprising
the Group are principally engaged in the sales of beauty
products, health products, pharmaceutical products and other
consumer products. Details of the entities now comprising the
Group are disclosed in note 38.

The consolidated financial statements are presented in HK$,
which is the same as the Company’s functional currency.

1.

& B

CEBEERERQR (A2FD R
2025¢1OH3EI$ETJ§F¥FJ§E¥%?£?$%§E

ML BERRBR AR - AQARIRMG
BER2026F6 ASEBERETBHARS

Fﬁﬁﬁﬁ A ([BE A2 FT)) =R £ o R
NAEIWEMRHEEREELE IS
7l A Cricket Square, Hutchins Drive, P.O.
Box 2681, Grand Cayman, KY1-1111,
Cayman Islands 2 75 78 ¥ 5 19 48 3 518

23R BB EEP LS -

RARWEKRREEEZERARBTIK
Holding Limited ([ TTK Holding |) * &% 2
A AR 2025F 9 A25HIREEBE K
HE((RBREZES ] AEFMKIH
BRAR - AHDBEE(HEED
A EMRBRES 2L ((HEAD K
FoLAEBRAN L DHRE LT ([F
Z+]) DRI BB 97.29%  2.70% &
0.01% ez - FELE - FERARBME L
RBAENREE2026%F % 2025%43 A
BNHIEMEFE—E—8TE - £EY
WFAR AN EE RN EEITEEGE I
HRAABAABREWEB AR (HE[ A5
E ) M) SRR R ([ AR R ] -

RRFRREZERRF o RAR A M
PSR SERC T RE 2 P a0 S B B AR AT
BRAKAEENEREIELFHES
MEMR REZEM ERREMBEEE
i o RSERARENERFBRHE
38R ©

HFEMBBRIABITZES  BAREY
BEEER -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

n‘/-ﬁ

CRE e

Year ended 31 March 2026 &= 20263 A31 HILFE

2.

BASIS OF PREPARATION AND PRESENTATION
OF CONSOLIDATED FINANCIAL STATEMENTS

The consolidated financial statements have been prepared in
accordance with HKFRS Accounting Standards and the principle
of merger accounting under Accounting Guideline 5 “Merger
Accounting for Common Control Combinations” issued by
the HKICPA. In addition, the consolidated financial statements
include applicable disclosures required by the Rules Governing
the Listing of Securities of The Stock Exchange of Hong Kong
Limited (the “Listing Rules”) and by the Hong Kong Companies
Ordinance (Cap. 622, Laws of Hong Kong).

In preparation for the listing of the Company’s shares on the Main
Board of The Stock Exchange of Hong Kong Limited (the “Listing”),
the entities now comprising the Group underwent a group
reorganization (referred to as the “Reorganization”) as follows:

(a) Incorporation of the Company

The Company was incorporated on 3 October 2025 as an
exempted company with limited liability under the laws
of the Cayman Islands, with an authorized share capital
of HK$390,000 divided into 3,900,000,000 ordinary
shares with a par value of HK$0.0001 each. Upon the
Company'’s incorporation, one fully-paid subscriber’s share
was immediately transferred to TTK Holding.

Lung Fung Group Holdings Limited / Annual Report 2025/2026
REEEZERARAR/ T -1/ T FFR

HEMBRRZERLE
5| E A

REVBHRERERERES
2 BANBRESTHENREFIES
EoRIKRAEGIEH 2T RE]
FTREZEHESRAIMAGER o toh -
%?\/\Eﬂ‘%iﬁ?\:z’j%%/% BMERSAER

FHEMAA(T EMARAD) REH
A A 1|7H§|J(E/’éxﬂﬁ‘J%&ZE)Fﬁ%ﬁEE’J
HERAMEEIE-

Bl

REEARRRBONEEHARSHME
RABEREM (T EM]) - REFAEMA
SENERCSETEEEA(BARIE
M) - FEWT

(a) A FEMELL

RNRAER2025F10 A3 R E
E‘ﬁ%ﬁi%iﬁfi?ﬂﬁ&j%%%‘ﬁa
BERAR /££Hx$ﬁ390000
BT /‘7%3 900,000,000 P&
fi% T {8 0.0001 7 7T /) & @ % © 5A
ARANBFEMAIE  —REERR
HY R B A B (D B B B GE T TTK
Holding °



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B RANE

Year ended 31 March 2026 &= 20263 A31 HILFE

2. BASIS OF PREPARATION AND PRESENTATION 2. #ZAHBHER2HEE L2
OF CONSOLIDATED FINANCIAL STATEMENTS 5l ELAE )

(Continued)

(b) Incorporation of LF Retail Holding Limited, (b) LF Retail Holding Limited -

TH Wholesale Holding Limited, PL Beautie
Limited and LF Consultancy Limited

On 9 October 2025, each of LF Retail Holding Limited,
TH Wholesale Holding Limited, PL Beautie Limited and LF
Consultancy Limited was incorporated in the BVI with an
authorized share capital of US$10,000 divided into 10,000
ordinary shares of a single class with par value of US$1.00
each. Upon the incorporation of these companies, one share
(being 100% of the issued share capital of each of LF Retail
Holding Limited, TH Wholesale Holding Limited, PL Beautie
Limited and LF Consultancy Limited) was issued and allotted
to the Company. Upon completion of such issuance, each
of LF Retail Holding Limited, TH Wholesale Holding Limited,
PL Beautie Limited and LF Consultancy Limited became a
direct wholly-owned subsidiary of the Company.

TH Wholesale Holding
Limited - PL Beautie
Limited X LF Consultancy
Limited = fft B¢ 2

2025 10 A9 H - LF Retail
Holding Limited * TH Wholesale
Holding Limited - PL Beautie Limited
X LF Consultancy Limited & B 7 5
BRZESHMAL  EERRR
10,0003 7T * 2 410,000 A & fx
H{E 1.00 €T & — SR E AR -
RZERRFMAKILIE - RAFE
AT R PR B — AR AR 15 (BILF Retalil
Holding Limited * TH Wholesale
Holding Limited * PL Beautie Limited
X LF Consultancy Limited & B B %
TIRAH)100% ) - N A RBEEHTTT
B % ° LF Retail Holding Limited -
TH Wholesale Holding Limited * PL
Beautie Limited X LF Consultancy
Limited & B R AN A RN EE 2
BEHEAA -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

n‘/-ﬁ

CRE e

Year ended 31 March 2026 &= 20263 A31 HILFE

2.

BASIS OF PREPARATION AND PRESENTATION
OF CONSOLIDATED FINANCIAL STATEMENTS

(Continued)

(c) Acquisition of the Retail Companies (as

defined in note 38), San Fung Health
Limited and Fancy Mind Corporation
Limited

Prior to the Reorganization, each of the Retail Companies,
San Fung Health Limited and Fancy Mind Corporation
Limited was, either directly or indirectly, wholly-owned by
Mr. Tse or Ms. Tse.

On 20 October 2025, the Company, via LF Retail Holding
Limited as the purchaser’'s nominee, acquired all shares of
the Retail Companies, San Fung Health Limited and Fancy
Mind Corporation Limited from their respective legal and
beneficial owner(s).

The consideration for the transfer of share(s) in five of the
Retail Companies was settled by the allotment and issue
of an aggregate of 73 shares in the Company, all credited
as fully paid, free from all encumbrances and together
with the benefit of all rights and profits attaching thereto,
to TTK Holding. The determination of the relevant
consideration was based on the net asset value of each
of these Retail Companies as at the reference date. For
the transfer of share(s) in each of the rest of the Retail
Companies, San Fung Health Limited and Fancy Mind
Corporation Limited, the consideration is HK$1 and was
settled in cash.

In consideration of the nomination by the Company of
LF Retail Holding Limited to take up the relevant shares
in those five Retail Companies, LF Retail Holding Limited
allotted and issued five shares to the Company.

Upon completion of the above, all Retail Companies, San
Fung Health Limited and Fancy Mind Corporation Limited
became indirectly wholly-owned subsidiaries of the
Company.
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2.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR AR T

Year ended 31 March 2026 &= 20263 A31 HILFE

BASIS OF PREPARATION AND PRESENTATION
OF CONSOLIDATED FINANCIAL STATEMENTS

(Continued)

(d) Allotment of shares and capital reduction
in Lung Fung Pharmaceutical (Group)
Limited (“LFP")

Prior to the Reorganization, LFP was directly wholly-owned
by Mr. Tse.

On 16 October 2025, LF Retail Holding Limited subscribed
for 100,000 shares in LFP. Upon completion of the shares
subscription in LFP, LFP was owned as to 99% by LF Retail
Holding Limited and 1% by Mr. Tse. In consideration of
HK$10 for the 100,000 new shares in LFP issued to LF
Retail Holding Limited, LF Retail Holding Limited allotted
and issued one share, credited as fully paid, to the
Company.

On 22 October 2025, LFP passed a shareholder’s
resolution in relation to a reduction of its registered
capital by repaying HK$137,000,000 paid-up share capital
comprising 1,000 ordinary shares to Mr. Tse, through
the offsetting of HK$137,000,000 due from an entity
indirectly wholly-owned by Mr. Tse.

In consideration of Mr. Tse agreeing to have his shares
in LFP cancelled, Mr. Tse directed TTK Holding to receive
935,079 new shares as his nominee, all credited as fully
paid, issued by the Company.

The capital reduction was completed on 28 November
2025 and LFP became an indirectly wholly-owned
subsidiary of the Company. Such capital reduction was
debited to other reserve as a deemed distribution to Mr.
Tse in the consolidated statement of changes in equity for
the year ended 31 March 2026, and was settled through
the amount due from a related party.

2.

REVBRRZGEHNEZE
HI) B2 @)

(d EE#EX(KFE)ARLAF
(B EE]) RMERR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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CRE e

Year ended 31 March 2026 &= 20263 A31 HILFE

2.

BASIS OF PREPARATION AND PRESENTATION
OF CONSOLIDATED FINANCIAL STATEMENTS

(Continued)

(e) Acquisition of the Wholesale Companies (as

defined in note 38)

Prior to the Reorganization, each of the Wholesale
Companies was, directly or indirectly, wholly-owned by
Mr. Tse and/or Mrs. Tse.

On 20 October 2025, the Company, via TH Wholesale
Holding Limited as the purchaser’s nominee, acquired all
shares in the Wholesale Companies from their respective
legal and beneficial owner(s).

The consideration for the transfer of shares in two of the
Wholesale Companies was settled by the allotment and
issue of an aggregate of 34,043 shares in the Company,
all credited as fully paid, free from all encumbrances and
together with the benefit of all rights and profits attaching
thereto, to TTK Holding. The determination of the relevant
consideration was based on the net asset value of each of
these Wholesale Companies as at the reference date. For
the transfer of shares in each of the rest of the Wholesale
Companies, the consideration is HK$1 and was settled in
cash.

In consideration of the nomination by the Company of
TH Wholesale Holding Limited to take up the relevant
shares in those two Wholesale Companies, TH Wholesale
Holding Limited allotted and issued two shares to the
Company.

Upon completion of the above, all Wholesale Companies
became indirectly wholly-owned subsidiaries of the
Company.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR AR T

Year ended 31 March 2026 &= 20263 A31 HILFE

2. BASIS OF PREPARATION AND PRESENTATION 2. &M MR I HmER 2
OF CONSOLIDATED FINANCIAL STATEMENTS I B2 (@)
(Continued)

(f) Acquisition of Pearl Lake Global Limited, (f) Y B8 Pearl Lake Global

Lung Fung Investment (China) Limited and
Lung Fung Investment (Japan) Limited

Prior to the Reorganization, each of Pearl Lake Global
Limited, Lung Fung Investment (China) Limited and Lung
Fung Investment (Japan) Limited was, directly or indirectly,
wholly-owned by Lung Fung Group Co., Ltd (“LFG"), a
company incorporated in Hong Kong and is wholly-owned
by Mr. Tse.

On 20 October 2025, the Company, via PL Beautie Limited
as its nominee, acquired all shares in each of Pearl Lake
Global Limited, Lung Fung Investment (China) Limited and
Lung Fung Investment (Japan) Limited from LFG.

The consideration for the transfer of share in Pearl Lake
Global Limited was settled by the allotment and issue
of an aggregate of 30,592 shares in the Company,
all credited as fully paid, free from all encumbrances
and together with the benefit of all rights and profits
attaching thereto, to TTK Holding. The determination of
the consideration was based on the net asset value of
Pearl Lake Global Limited as at the reference date. For the
transfer of share in each of Lung Fung Investment (China)
Limited and Lung Fung Investment (Japan) Limited, the
consideration is HK$1 and was settled in cash.

In consideration of the nomination by the Company of PL
Beautie Limited to take up the shares in Pearl Lake Global
Limited, PL Beautie Limited allotted and issued one share
to the Company.

Upon completion of the above, each of Pearl Lake Global
Limited, Lung Fung Investment (China) Limited and Lung
Fung Investment (Japan) Limited became an indirectly
wholly-owned subsidiary of the Company.
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Year ended 31 March 2026 &= 20263 A31 HILFE

2.

BASIS OF PREPARATION AND PRESENTATION
OF CONSOLIDATED FINANCIAL STATEMENTS

(Continued)

(g) Acquisition of Dragon Mind Creation

Limited

Prior to the Reorganization, Dragon Mind Creation Limited
was directly wholly-owned by Mr. Tse.

On 20 October 2025, the Company, via LF Consultancy
Limited as its nominee, acquired all shares of Dragon Mind
Creation Limited from Mr. Tse, who was the sole legal
and beneficial owner of Dragon Mind Creation Limited.

The consideration for the transfer of share in Dragon Mind
Creation Limited was settled by the allotment and issue
of 212 shares in the Company, all credited as fully paid,
free from all encumbrances and together with the benefit
of all rights and profits attaching thereto, to TTK Holding.
The determination of the consideration was based on the
net asset value of Dragon Mind Creation Limited as at the
reference date.

In consideration of the nomination by the Company of LF
Consultancy Limited to take up the shares in Dragon Mind
Creation Limited, LF Consultancy Limited allotted and
issued one share to the Company.

Upon completion of the above, Dragon Mind Creation
Limited became an indirectly wholly-owned subsidiary of
the Company.

Pursuant to the Reorganization, the Company became the
holding company of the entities now comprising the Group on
20 October 2025.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR AR T

Year ended 31 March 2026 £ 2026 3 A31 HIFF &

BASIS OF PREPARATION AND PRESENTATION
OF CONSOLIDATED FINANCIAL STATEMENTS

(Continued)

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 which
include the results, changes in equity and cash flows of the
entities now comprising the Group for the years ended 31
March 2026 and 2025 have been prepared as if the Company
had always been the holding company of the Group and the
current group structure had been in existence throughout the
years ended 31 March 2026 and 2025, or since their respective
dates of incorporation, where this is a shorter period.

The consolidated statement of financial position of the Group
as at 31 March 2025 has been prepared to present the assets
and liabilities of the entities now comprising the Group as if
the current group structure had been in existence at that date,
taking into account the respective dates of incorporation, where
applicable.

The shares of the Company have been listed on the Main Board
of the Stock Exchange with effect from 5 June 2026.
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Year ended 31 March 2026 &= 20263 A31 HILFE

2.

BASIS OF PREPARATION AND PRESENTATION
OF CONSOLIDATED FINANCIAL STATEMENTS

(Continued)
Going concern assessment

The consolidated financial statements have been prepared on
the going concern basis.

As at 31 March 2026, the Group has net current liabilities of
HK$413,221,000. The consolidated financial statements have
been prepared on a going concern basis because the directors
of the Company are of the opinion that the Group will have
sufficient working capital to meet its financial obligations as and
when they fall due and to sustain its operations for the next
twelve months from the date of these consolidated financial
statements taking into account of the available banking facilities
and the net proceeds of approximately HK$599.6 million from
the initial public offering of the Company’s shares on the Main
Board of the Stock Exchange on 5 June 2026 (the “Global
Offering”).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR AR T

Year ended 31 March 2026 &= 20263 A31 HILFE

APPLICATION OF NEW AND AMENDMENTS 3. JERH:I 8B HE e

TO HKFRS ACCOUNTING STANDARDS AR R EAERT R
For the purpose of preparing and presenting the consolidated BRE K2 E E£2026 %2025F3 B
financial statements for the years ended 31 March 2026 and BNBIEFEZHEEMBHRE - REER
2025, the Group has consistently applied the accounting policies HZ=2026%F K 202543 A31H L& TI
which conform with HKFRS Accounting Standards, which are FENYERERFEEAVBHRE
effective for the accounting period beginning on 1 April 2025 TRz gET R EZﬁﬁE\'Jﬁé‘ZOZS
throughout the years ended 31 March 2026 and 2025. F4R1BRABHNETEBER o
New and amendments to HKFRS Accounting CHEMERMRERZIHTEEH
Standards in issue but not yet effective BHREaTERAREBITR
The Group has not early applied the following new and REE R ARIERIEATEEMERK
amendments to HKFRS Accounting Standards that have been R BBV BERE G LR KA
issued but are not yet effective: (EIPNE
HKFRS 18 Presentation and Disclosure in BRMBRERD  HMBRRIZTIREE
Financial Statements? 185
Amendments to Translation to a Hyperinflationary BEEGHRENENT ARRBUHARRERE
HKAS 21 Presentation Currency? ZIEETR &3
Amendments to Amendments to the Classification ERMBREREN  2RIAZAEREHE
HKFRS 9 and HKFRS 7 and Measurement of Financial FORRABYH CHES
Instruments? REERETHRZ
BEIA
Amendments to Contracts Referencing Nature- BB BREEL WREEBAEREE
HKFRS 9 and HKFRS 7 dependent Electricity? F 9T R ABEE EWlioX oK
REERETHRZ
EHE
Amendments to Sale or Contribution of Assets BRMBERERN  REFEABENRAL
HKFRS 10 and between an Investor and its FI0RREBE AELCECHEED
HKAS 28 Associate or Joint Venture! RAF28F BT ERIE
i
Amendments to HKFRS ~ Annual Improvements to HKFRS BEmBREe: BEMBRE gL
Accounting Standards  Accounting Standards — LRz BATA FEYE — 152
Volume 112
1 Effective for annual periods beginning on or after a date to be g RAFE B 8k 2 BRI FE M AERR
determined.
2 Effective for annual periods beginning on or after 1 January 2026. 2 MR2026F 1 A1BS 2 ERABEFESR
PR
3 Effective for annual periods beginning on or after 1 January 2027. E R2027F 1 A1BR 2 ABANEE S
AR -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B RARNE

Year ended 31 March 2026 &= 20263 A31 HILFE

3.

APPLICATION OF NEW AND AMENDMENTS
TO HKFRS ACCOUNTING STANDARDS

(Continued)

New and amendments to HKFRS Accounting
Standards in issue but not yet effective
(Continued)

Except for the new HKFRS Accounting Standard mentioned
below, the directors of the Company anticipate that the
application of all amendments to HKFRS Accounting Standards
will have no material impact on the Group’s future consolidated
financial statements.

HKFRS 18 “Presentation and Disclosure in Financial
Statements” ("HKFRS 18")

HKFRS 18, which sets out requirements on presentation
and disclosures in financial statements, will replace HKAS 1
"Presentation of Financial Statements” (“HKAS 1"). 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. 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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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR AR T

Year ended 31 March 2026 &= 20263 A31 HILFE

MATERIAL ACCOUNTING POLICY
INFORMATION

Basis of consolidation

The consolidated financial statements incorporate the financial
statements of the Company and entities controlled by the
Company and its subsidiaries. Control is achieved when the
Company:

. has power over the investee;

o is exposed, or has rights, to variable returns from its
involvement with the investee; and

o has the ability to use its power to affect its returns.

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 listed above.

Consolidation of a subsidiary begins when the Group obtains
control over the subsidiary and ceases when the Group loses
control of the subsidiary. Specifically, income and expenses of a
subsidiary acquired or disposed of during the year are included
in the consolidated statement of profit or loss and other
comprehensive income from the date the Group gains control
until the date when the Group ceases to control the subsidiary.

All intragroup assets and liabilities, equity, income, expenses
and cash flows relating to transactions between members of the
Group are eliminated in full on consolidation.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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Year ended 31 March 2026 &= 20263 A31 HILFE

4. MATERIAL ACCOUNTING POLICY
INFORMATION (Continued)

Merger accounting for combination involving

entities under common control

The consolidated financial statements incorporate the financial
statements items of the combining entities in which the
common control combination occurs as if they had been
combined from the date when the combining entities first came

under the control of the controlling party.

The net assets of the combining entities are combined using the
existing book values from the controlling party’s perspective. No
amount is recognized in respect of goodwill or bargain purchase

gain at the time of common control combination.

Expenditure incurred in relation to a common control
combination that is to be accounted for by using merger
accounting is recognized as an expense in the period in which it

is incurred.

The consolidated statement of profit or loss and other
comprehensive income include the results of each of the
combining entities from the earliest date presented or since the
date when the combining entities first came under the common

control, where this is a shorter period.

Revenue from contracts with customers

Information about the Group’s accounting policies relating to
revenue from contracts with customers is provided in note 6.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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Year ended 31 March 2026 &= 20263 A31 HILFE

MATERIAL ACCOUNTING POLICY
INFORMATION (Continued)

Leases

The Group assesses whether a contract is or contains a lease
based on the definition under HKFRS 16 “Leases” (“HKFRS 16")
at inception of the contract. Such contract will not be reassessed
unless the terms and conditions of the contract are subsequently
changed.

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 leases 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 non-lease
components.

Non-lease components are separated from lease component
and are accounted for by applying other applicable standards.

Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition exemption
that have a lease term of 12 months or less from the
commencement date and do not contain a purchase option. It
also applies the recognition exemption for lease of low-value
assets. Lease payments on short-term leases and leases of low-
value assets are recognized as expense on a straight-line basis
unless another systematic basis is more representative of the
time pattern in which economic benefits from the leased assets
are consumed.
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4.

MATERIAL ACCOUNTING POLICY
INFORMATION (Continued)

Leases (Continued)

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

The cost of right-of-use assets includes:

. the amounts of the initial measurement of the lease
liabilities;

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

° any initial direct costs incurred by the Group; and

° an estimate of costs to be incurred by the Group in
dismantling and removing the underlying assets, restoring
the site on which it is located or restoring the underlying
asset to the condition required by the terms and
conditions of the lease.

Except for those that are classified as investment properties
and measured under fair value model, 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 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 that do not meet the
definition of investment property as a separate line item on the
consolidated statement of financial position. Right-of-use assets
that meet the definition of investment property is presented
within “investment properties”.
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Year ended 31 March 2026 &= 20263 A31 HILFE

MATERIAL ACCOUNTING POLICY
INFORMATION (Continued)

Leases (Continued)
The Group as a lessee (Continued)
Refundable rental deposits

Refundable rental deposits paid are accounted under HKFRS
9 “Financial Instruments” (“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.

Lease liabilities

At the commencement date of a lease, the Group recognizes
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. The
incremental borrowing rate depends on the term, currency and
start date of the lease and is determined based on the prevailing
market interest rates applicable to the Group.

The lease payments include fixed payments (including in-
substance fixed payments) less any lease incentives receivable.

Variable lease payments that do not depend on an index or a
rate are not included in the measurement of lease liabilities and
right-of-use assets, and are recognized as expense in the period
in which the event or condition that triggers the payment
occurs.

After the commencement date, lease liabilities are adjusted by
interest accretion and lease payments.
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Year ended 31 March 2026 &= 20263 A31 HILFE

4. MATERIAL ACCOUNTING POLICY
INFORMATION (Continued)

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

The Group remeasures lease liabilities (and makes a
corresponding adjustment to the related right-of-use assets)
whenever:

. the lease term has changed, 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;

o the lease payments change due to changes in market
rental rates following a market rent review, in which case
the related lease liability is remeasured by discounting the
revised lease payments using the initial discount rate; and

° a lease contract is modified and the lease modification is
not accounted for as a separate lease.

The Group presents lease liabilities as a separate line item on
the consolidated statement of financial position.
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MATERIAL ACCOUNTING POLICY
INFORMATION (Continued)

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

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

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

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

For a lease modification that is not accounted for as a separate
lease, the Group remeasures the lease liability, less any lease
incentives receivable, 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 a lease component and
one or more additional lease or non-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 and the aggregate stand-alone
price of the non-lease components.
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4.

MATERIAL ACCOUNTING POLICY
INFORMATION (Continued)

Leases (Continued)
The Group as a lessor
Classification and measurement of leases

Leases for which the Group is a lessor are classified as finance
or operating leases. Whenever the terms of the lease transfer
substantially all the risks and rewards incidental to ownership of
an underlying asset to the lessee, the contract is classified as a
finance lease. All other leases are classified as operating leases.

Rental income from operating leases is recognized in profit or
loss on a straight-line basis over the term of the relevant lease.

Allocation of consideration to components of a contract

When a contract includes both lease and non-lease components,
the Group applies HKFRS 15 “Revenue from Contracts with
Customers” (“HKFRS 15") to allocate consideration in a contract
to lease and non-lease components. Non-lease components are
separated from leases components on the basis of their relative
stand-alone selling prices.

Refundable rental deposits

Refundable rental deposits received are accounted under HKFRS
9 and initially measured at fair value. Adjustments to fair value
at initial recognition are considered as additional lease payments
from lessees.
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Year ended 31 March 2026 &= 20263 A31 HILFE

MATERIAL ACCOUNTING POLICY
INFORMATION (Continued)

Employee benefits
Retirement benefit costs

Payments to defined contribution retirement benefit plan
(representing the Mandatory Provident Fund (“MPF") Scheme)
are recognized as an expense when employees have rendered
service entitling them to the contributions.

For defined benefit retirement benefit plan (representing
the Long Service Payment (“LSP”) under the Hong Kong
Employment Ordinance), the cost of providing benefits is
determined using the projected unit credit method, with
actuarial valuations being carried out at the end of each
reporting period. In determining the present value of the
Group'’s defined benefit obligations and related current service
cost and, where applicable, past service cost, the Group
attributes benefit to periods of service under the plan’s benefit
formula.

Remeasurement, comprising actuarial gains and losses,
is reflected immediately in the consolidated statement of
financial position with a charge or credit recognized in other
comprehensive income in the period in which they occur.
Remeasurement recognized in other comprehensive income
is reflected immediately in retained profits and will not be
reclassified to profit or loss.

Interest is calculated by applying the discount rate at the
beginning of the period to the defined benefit liability.

Defined benefit costs are categorized as follows:

o service cost (including current service cost and past service
cost);

o interest expense on the defined benefit liability; and

o remeasurement on the defined benefit liability in other
comprehensive income.
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4.

MATERIAL ACCOUNTING POLICY
INFORMATION (Continued)

Employee benefits (Continued)
Retirement benefit costs (Continued)

The retirement benefit obligation recognized in the consolidated
statement of financial position represents the actual deficit in
the Group’s defined benefit plans.

For LSP obligation, the Group accounts for the employer MPF
contributions expected to be offset as a deemed employee
contribution towards the LSP obligation in terms of paragraph
93(a) of HKAS 19 “Employee Benefits” (“HKAS 19”) and
it is measured on a net basis. The estimated amount of LSP
obligation is determined after deducting the negative service
cost arising from the accrued benefits (being projected and
attributed to periods of service) derived from the Group's
MPF contributions that have been vested with employees and
would be used to offset the employee’s LSP benefits, which are
deemed to be contributions from the relevant employees.

Short-term employee benefits

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

A liability is recognized for benefits accruing to employees after
deducting any amount already paid.
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Year ended 31 March 2026 &= 20263 A31 HILFE

MATERIAL ACCOUNTING POLICY
INFORMATION (Continued)

Taxation

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

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

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

The carrying amount of deferred tax assets is reviewed at the
end of each reporting period and reduced to the extent that
it is no longer probable that sufficient taxable profits will be
available to allow all or part of the asset to be recovered.
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4.

MATERIAL ACCOUNTING POLICY
INFORMATION (Continued)

Taxation (Continued)

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

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

For the purposes of measuring deferred tax for investment
properties that are measured using the fair value model, the
carrying amounts of such properties are presumed to be
recovered entirely through sale, unless the presumption is
rebutted. The presumption is rebutted when the investment
property is depreciable and is held within a business model
whose objective is to consume substantially all of the economic
benefits embodied in the investment property over time, rather
than through sale.

Deferred tax assets and liabilities are offset when there is a
legally enforceable right to set off current tax assets against
current tax liabilities and when they relate to income taxes
levied to the same taxable entity by the same taxation authority.

Current and deferred tax are recognized in profit or loss.
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Year ended 31 March 2026 &= 20263 A31 HILFE

MATERIAL ACCOUNTING POLICY
INFORMATION (Continued)

Property, plant and equipment

Property, plant and equipment are tangible assets that
are held for use in the supply of goods or services, or for
administrative purposes. Property, plant and equipment are
stated in the consolidated statement of financial position at
cost less subsequent accumulated depreciation and subsequent
accumulated impairment losses, if any.

When the Group makes payments for ownership interests of
properties which includes both leasehold land and building
elements, the entire consideration is allocated between the
leasehold land and the building elements in proportion to
the relative fair values at initial recognition. To the extent the
allocation of the relevant payments can be made reliably,
interest in leasehold land is presented as “right-of-use assets”
in the consolidated statement of financial position. When the
consideration cannot be allocated reliably between non-lease
building element and undivided interest in the underlying
leasehold land, the entire properties are classified as property,
plant and equipment.

Depreciation is recognized so as to write off the cost of assets
less their residual values over their estimated useful lives, using
the straight-line method. The estimated useful lives, residual
values and depreciation method are reviewed at the end of each
reporting period, with the effect of any changes in estimate
accounted for on a prospective basis.

An item of property, plant and equipment is derecognized upon
disposal or when no future economic benefits are expected
to arise from the continued use of the asset. Any gain or loss
arising on the disposal or retirement of an item of property,
plant and equipment is determined as the difference between
the sales proceeds and the carrying amount of the asset and is
recognized in profit or loss.
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Year ended 31 March 2026 &= 20263 A31 HILFE

4. MATERIAL ACCOUNTING POLICY

INFORMATION (Continued)
Investment properties

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

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

Investment properties are initially measured at cost, including
any directly attributable expenditure. Subsequent to initial
recognition, investment properties are measured at fair value,
adjusted to exclude any prepaid or accrued operating lease
income.

Gains or losses arising from changes in the fair value of
investment properties are included in profit or loss for the
period in which they arise.

An investment property is derecognized upon disposal or when
the investment property is permanently withdrawn from use and
no future economic benefits are expected from its disposal. Any
gain or loss arising on derecognition of the property (calculated
as the difference between the net disposal proceeds and the
carrying amount of the asset) is included in profit or loss in the
period in which the property is derecognized.

If a property becomes an owner-occupied property because
its use has been changed as evidenced by commencement of
owner-occupation, the carrying amount of the property at the
date of change in use is considered as the deemed cost for
subsequent accounting.
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Year ended 31 March 2026 &= 20263 A31 HILFE

MATERIAL ACCOUNTING POLICY
INFORMATION (Continued)

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

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

The recoverable amount of property, plant and equipment
and right-of-use assets are estimated individually. When it is
not possible to estimate the recoverable amount individually,
the Group estimates the recoverable amount of the cash-
generating unit to which the asset belongs.

In testing a cash-generating unit for impairment, corporate
assets are allocated to the relevant cash-generating unit
when a reasonable and consistent basis of allocation can be
established, or otherwise they are allocated to the smallest
group of cash generating units for which a reasonable and
consistent allocation basis can be established. The recoverable
amount is determined for the cash-generating unit or group
of cash-generating units to which the corporate asset belongs,
and is compared with the carrying amount of the relevant cash-
generating unit or group of cash-generating units.

Recoverable amount is the higher of fair value less costs
of disposal and value in use. In assessing value in use, the
estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current market
assessments of the time value of money and the risks specific to
the asset (or a cash-generating unit) for which the estimates of
future cash flows have not been adjusted.
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4. MATERIAL ACCOUNTING POLICY

INFORMATION (Continued)

Impairment on property, plant and equipment
and right-of-use assets (Continued)

If the recoverable amount of an asset (or a cash-generating unit)
is estimated to be less than its carrying amount, the carrying
amount of the asset (or a cash-generating unit) is reduced
to its recoverable amount. For corporate assets or portion of
corporate assets which cannot be allocated on a reasonable
and consistent basis to a cash-generating unit, the Group
compares the carrying amount of a group of cash-generating
units, including the carrying amounts of the corporate assets
or portion of corporate assets allocated to that group of cash-
generating units, with the recoverable amount of the group
of cash-generating units. In allocating the impairment loss, the
impairment loss is allocated first to reduce the carrying amount
of any goodwill (if applicable) and then to the other assets on
a pro-rata basis based on the carrying amount of each asset
in the unit or the group of cash-generating units. The carrying
amount of an asset is not reduced below the highest of its fair
value less costs of disposal (if measurable), its value in use (if
determinable) and zero. The amount of the impairment loss that
would otherwise have been allocated to the asset is allocated
pro rata to the other assets of the unit or the group of cash-
generating units. An impairment loss is recognized immediately
in profit or loss.

Where an impairment loss subsequently reverses, the carrying
amount of the asset (or cash-generating unit or a group of
cash-generating units) is increased to the revised estimate of
its recoverable amount, but so that the increased carrying
amount does not exceed the carrying amount that would have
been determined had no impairment loss been recognized
for the asset (or a cash-generating unit or a group of cash-
generating units) in prior years. A reversal of an impairment loss
is recognized immediately in profit or loss.
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Year ended 31 March 2026 &= 20263 A31 HILFE

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

o 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.

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 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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4.

MATERIAL ACCOUNTING POLICY
INFORMATION (Continued)

Provisions

Provisions are recognized 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 that
obligation, and a reliable estimate can be made of the amount
of the obligation.

The amount recognized 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).

Provisions for the costs to restore leased assets to their original
condition, as required by the terms and conditions of the
lease, are recognized at the date of inception of the lease at
the directors’ best estimate of the expenditure that would be
required to restore the assets. Estimates are regularly reviewed
and adjusted as appropriate for new circumstances.

Financial instruments

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

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 are
added to or deducted from the fair value of the financial assets
or financial liabilities, as appropriate, on initial recognition.
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Year ended 31 March 2026 &= 20263 A31 HILFE

MATERIAL ACCOUNTING POLICY
INFORMATION (Continued)

Financial instruments (Continued)

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

Financial assets

All regular way purchases or sales of financial assets are
recognized and derecognized 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.

All recognized financial assets are measured subsequently in
their entirety at either amortized cost or fair value, depending
on the classification of the financial assets.

Classification and subsequent measurement of financial assets

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

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

o the contractual terms give rise on specified dates to cash
flows that are solely payments of principal and interest on
the principal amount outstanding.
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Year ended 31 March 2026 &= 20263 A31 HILFE

4.

MATERIAL ACCOUNTING POLICY
INFORMATION (Continued)

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

Interest income is recognized using the effective interest method
for financial assets measured subsequently at amortized 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.
For financial assets that have subsequently become credit-
impaired, interest income is recognized by applying the effective
interest rate to the amortized 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 recognized 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.

Impairment of financial assets and other item subject to
impairment assessment under HKFRS 9

The Group performs impairment assessment under expected
credit losses (“ECL") model on financial assets (including trade
receivables, other receivables and deposits, amounts due from
related parties and bank balances) and financial guarantee
contracts which are subject to impairment assessment under
HKFRS 9. The amount of ECL is updated at each reporting date
to reflect changes in credit risk since initial recognition.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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Year ended 31 March 2026 &= 20263 A31 HILFE

MATERIAL ACCOUNTING POLICY
INFORMATION (Continued)

Financial instruments (Continued)
Financial assets (Continued)

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

Lifetime ECL represents the ECL that will result from all possible
default events over the expected life of the relevant instrument.
In contrast, 12-month ECL (“12m ECL") represents the portion
of lifetime ECL that is expected to result from default events
that are possible within 12 months after the reporting date.
Assessments are done based on the Group’s historical credit loss
experience, adjusted for factors that are specific to the debtors,
general economic conditions and an assessment of past events
and current conditions at the reporting date as well as the
forecast of future economic conditions.

The Group always recognizes lifetime ECL for trade receivables.

For all other instruments, the Group measures the loss allowance
equal to 12m ECL, unless there has been a significant increase
in credit risk since initial recognition, in which case the Group
recognizes lifetime ECL. The assessment of whether lifetime ECL
should be recognized is based on significant increases in the
likelihood or risk of a default occurring since initial recognition.
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Year ended 31 March 2026 &= 20263 A31 HILFE

4.

MATERIAL ACCOUNTING POLICY
INFORMATION (Continued)

Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets and other item subject to

impairment assessment under HKFRS 9 (Continued)

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 date 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. Forward-looking
information considered includes the future prospects of
the industries in which the Group’s debtors operate, as
well as consideration of various external sources of actual
and forecast economic information that relate to the
Group'’s core operations.

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

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

o significant deterioration in external market indicators
of credit risk, e.g. a significant increase in the credit
spread, the credit default swap prices for the debtor;
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR AR T

Year ended 31 March 2026 &= 20263 A31 HILFE

MATERIAL ACCOUNTING POLICY
INFORMATION (Continued)

Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets and other item subject to

impairment assessment under HKFRS 9 (Continued)

Significant increase in credit risk (Continued)

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

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

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

Irrespective of the outcome of the above assessment,
the Group presumes that the credit risk has increased
significantly since initial recognition when contractual
payments are more than 30 days past due, unless the
Group has reasonable and supportable information that
demonstrates otherwise.

For financial guarantee contracts, the date that the
Group becomes a party to the irrevocable commitment
is considered to be the date of initial recognition for the
purposes of assessing impairment. In assessing whether
there has been a significant increase in the credit risk since
initial recognition of financial guarantee contracts, the
Group considers the changes in the risk that the specified
debtor will default on the contract.
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Year ended 31 March 2026 &= 20263 A31 HILFE

4.

MATERIAL ACCOUNTING POLICY
INFORMATION (Continued)

Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets and other item subject to

impairment assessment under HKFRS 9 (Continued)

Significant increase in credit risk (Continued)

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.

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 (without taking into account any collaterals
held by the Group).

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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR AR T

Year ended 31 March 2026 £ 2026 3 A31 HIFF &

MATERIAL ACCOUNTING POLICY
INFORMATION (Continued)

Financial instruments (Continued)
Financial assets (Continued)

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

(i)  Credit-impaired financial assets

A financial asset is credit-impaired when one or more
events 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:

o significant financial difficulty of the issuer or the
borrower;

° a breach 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; or

o it is becoming probable that the borrower will enter
bankruptcy or other financial reorganization.
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Year ended 31 March 2026 &= 20263 A31 HILFE

4.

MATERIAL ACCOUNTING POLICY
INFORMATION (Continued)

Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets and other item subject to

impairment assessment under HKFRS 9 (Continued)

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. 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 recognized 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 and 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.

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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR AR T

Year ended 31 March 2026 £ 2026 3 A31 HIFF &

MATERIAL ACCOUNTING POLICY
INFORMATION (Continued)

Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets and other item subject to

impairment assessment under HKFRS 9 (Continued)

Measurement and recognition of ECL (Continued)

For a financial guarantee contract, the Group is required
to make payments only in the event of a default by the
debtor in accordance with the terms of the instrument
that is guaranteed. Accordingly, the ECL is the present
value of the expected payments to reimburse the holder
for a credit loss that it incurs less any amounts that the
Group expects to receive from the holder, the debtor or
any other party.

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 amortized cost of the financial asset.

The Group recognizes an impairment gain or loss in profit
or loss for all financial instruments by adjusting their
carrying amount through a loss allowance account.
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Year ended 31 March 2026 &= 20263 A31 HILFE

4.

MATERIAL ACCOUNTING POLICY
INFORMATION (Continued)

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

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

On derecognition of a financial asset measured at amortized
cost, the difference between the asset’s carrying amount
and the sum of the consideration received and receivable is
recognized in profit or loss.

Financial liabilities and equity

Classification as debt or equity

Debt 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 Group are recognized
at the proceeds received, net of direct issue costs.

Financial liabilities

All financial liabilities are subsequently measured at amortized
cost using the effective interest method.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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Year ended 31 March 2026 &= 20263 A31 HILFE

MATERIAL ACCOUNTING POLICY
INFORMATION (Continued)

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

Financial liabilities at amortized cost

Financial liabilities including trade and other payables, amounts
due to related parties, bank borrowings and bank overdrafts are
subsequently measured at amortized cost, using the effective
interest method.

Derecognition of financial liabilities

The Group derecognizes 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 derecognized and the consideration paid and
payable is recognized in profit or loss.

Financial guarantee contracts

A financial guarantee contract is a contract that requires the
issuer to make specified payments to reimburse the holder for a
loss it incurs because a specified debtor fails to make payments
when due in accordance with the terms of a debt instrument.
Financial guarantee contract liabilities are measured initially at
their fair values. It is subsequently measured at the higher of:

3 the amount of the loss allowance determined in
accordance with HKFRS 9; and

o the amount initially recognized less, where appropriate,
cumulative amortisation recognized over the guarantee
period.
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Year ended 31 March 2026 &= 20263 A31 HILFE

KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the application of the Group’s material accounting policies,
which are described in note 4, the directors of the Company
are required to make judgements, estimates and assumptions
about the carrying amounts of assets and liabilities that are
not readily apparent from other sources. The estimates and
underlying assumptions are based on historical experience and
other factors that are considered to be relevant. Actual results
may differ from these estimates.

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

The following is the key assumption concerning the future,
and other key sources of estimation uncertainty at the end of
the reporting period that may have a significant risk of causing
a material adjustment to the carrying amounts of assets and
liabilities within the next twelve months.

Estimated allowance for inventories

The Group monitors inventory levels and sales performance of
individual stock-keeping units in order to identify slow-moving
items, and estimates specific inventory allowances based on
an assessment of net realizable value taking into account
key factors, including historical sales records, ageing analysis,
marketing and promotion plans, and recent selling prices.
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Year ended 31 March 2026 &= 20263 A31 HILFE

KEY SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

Estimated allowance for inventories (Continued)

The identification of slow-moving inventories and the estimation
of related allowances involve significant management
judgement and the use of estimates. Changes in these
estimates may affect the carrying amount of inventories and
the recognized allowances in the periods in which revisions are
made.

As at 31 March 2026, the carrying amount of inventories
amounted to HK$421,907,000 (2025: HK$336,038,000). No
allowance for inventories was recognized as at 31 March 2026
and 2025 and for each of the years then ended.

Fair values of investment properties

Investment properties are stated at fair value based on the
valuation performed by independent professional valuer. The
determination of the fair value involves certain assumptions of
market conditions which are set out in note 16.

In relying on the valuation report, the directors of the
Company have exercised their judgement and are satisfied
that the method of valuation is reflective of the current market
conditions. Changes to these assumptions would result in
changes in the fair values of the Group's investment properties
and the corresponding adjustments to the amount of gain or
loss reported in the consolidated statement of profit or loss and
other comprehensive income.

As at 31 March 2026, the carrying amount of the Group’s
investment properties amounted to HK$145,270,000 (2025:
HK$189,470,000).
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BEENMEZAFEHRES - WHE
HERGERERAEMEEKERAZ
BOWRLEESR -

MR2026F3A31H REFEREWE
R BRI {E /& 145,270,000 7% 7T (2025 4 -
189,470,00078 L) °
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B RARNE

Year ended 31 March 2026 &= 20263 A31 HILFE

6.

REVENUE AND SEGMENT INFORMATION 6. WAKDEBER

Revenue WA
Disaggregation of revenue from contracts with customers EEEHBRAZHE S
2026 2025
2026 F 20254
HK$’000 HK$'000
FTET FHIT
Sales channels SHERE
Retail sales through retail stores BRTEEETNTEHE 3,202,518 2,391,643
Retail sales through online platforms BRFE T TEETHTEHE 36,942 42,682
Wholesale sales HESHE 37,691 26,153
3,277,151 2,460,478
Product categories EmER
Beauty products EME T 1,120,837 818,044
Health products RIEE m 588,076 433,752
Pharmaceutical products B 533,992 473,105
Other consumer products E A8 &EEm 1,034,246 735,577
3,277,151 2,460,478
Geographical markets & T %
Hong Kong BB 3,239,160 2,412,855
Chinese Mainland [ A 3, 37,991 47,623
3,277,151 2,460,478
Timing of revenue recognition LN 4]
A point in time RE R 3,277,151 2,460,478

Lung Fung Group Holdings Limited / Annual Report 2025/2026

REKEEERERAR/ T -1 T FFR



T

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR AR T

Year ended 31 March 2026 &= 20263 A31 HILFE

REVENUE AND SEGMENT INFORMATION
(Continued)

Revenue (Continued)

Performance obligations for contracts with customers and
revenue recognition policies

The Group is engaged in the sales of beauty products, health
products, pharmaceutical products and other consumer
products through its own retail stores, online platforms and
wholesale channels.

For sales of products to customers through the Group’s retail
stores, revenue is recognized at a point in time when control of
the goods has been transferred, being at the point the customer
purchases the goods at the retail store. Payment of the
transaction price is due immediately at the point the customer
purchases the goods.

For sales of products through online platforms, revenue is
recognized at a point in time when control of the goods has
transferred to the customer, being at the point the goods
are delivered to the customer’s specific location. When the
customer initially purchases the goods online, the payment for
transaction is due immediately.

For sales of products to wholesale customers, revenue is
recognized at a point in time when control of the goods has
been transferred, being when the goods have been delivered
to the customer’s specific location. Transportation and handling
activities that occur before customers obtain control are
considered as fulfilment activities. The credit term is generally
60 days upon delivery.

Under the Group's standard contract terms, customers have a
right to exchange only for products with quality issues within 7
days from the date of purchase. The directors of the Company
determine that, based on historical experience of the Group, the
amount of assurance-type warranty provision is not significant.

6.

WARDEER &)

WA &)

EFEHNNBHEERBARIBER

AEEEBEATEE RLTFARY
BHRBENEHESKERM  REEM
BEmAREMBEEER °

REBAEETEENTPHEERT
5 WARE mIZHIEEB R R (A
EFRZEEEREERK) R -5
BRNFREFBEEME AT -

BEBREFEEEERMS - AR
EmrtlEEEEEPNKEE (IR
mRXNEFFMIEEMHE) #R - &
EFFRRERLBEERR BN
AN A o

RAREREFHEERMS  WARE
miZHEEENERM (AEmE RN
ZEEFPHIETH IR BR - RNEFPR
GEGRETHEBRIEEDES
BHEE - EEHRBER/RMEE0XK -

REAKSENFESNER  TFESR
BRBERHEATRARE mERHE
MEmMETRE -ARREFET 1R
BASENEELR RELREERE
SRITEK -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

n‘/-ﬁ

CRE e

Year ended 31 March 2026 &= 20263 A31 HILFE

6.

REVENUE AND SEGMENT INFORMATION
(Continued)

Revenue (Continued)

Performance obligations for contracts with customers and
revenue recognition policies (Continued)

The Group operates a customer loyalty program for sales
through which retail customers accumulate points on purchases
of products at the Group's retail stores that entitle them to
discounts on future purchases. The membership points expire
at the end of each calendar year. Customers can redeem the
membership points any time before expiry. The directors of the
Company consider that the amount of unsatisfied performance
obligations arising from unutilized membership points at the
end of the reporting period is not significant.

Transaction price allocated to the remaining performance
obligation for contracts with customers

During the years ended 31 March 2026 and 2025, contracts
with customers with unsatisfied performance obligations,
including the customer loyalty program, have durations of one
year or less. As permitted under HKFRS 15, the transaction
prices allocated to these unsatisfied contracts or the customer
loyalty program are not disclosed.

Segment information

Information reported to Mr. Tse, being the chief operating
decision maker, for the purposes of resources allocation
and performance assessment focuses on revenue analysis as
disclosed above. No other discrete financial information is
provided other than the Group’s overall results and financial
as a whole. Accordingly, only entity-wide disclosures, major
customers and geographic information are presented.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR AR T

Year ended 31 March 2026 £ 2026 3 A31 HIFF &

REVENUE AND SEGMENT INFORMATION 6. WARDBEER @
(Continued)
Segment information (Continued) DEBER ()
Geographical information & & R
The geographical information of the Group’s revenue based REBERERZNE QT AU A M R
on the location of the goods delivered is disclosed above. The BHRNEXHE AKENFERBEE
Group’s non-current assets are all located in Hong Kong. BRI REE o
Information about major customers EREXEEFNER
None of the Group’s customers contributed over 10% of the B E£2026 %2025F3A31HIEFE -
Group's total revenue during the years ended 31 March 2026 AEEBETFPEMAEEAKA10%
and 2025. LA E o
OTHER INCOME 7. EMBA
2026 2025
2026 F 20254
HK$’000 HK$'000
FET T
Interest income: FIEHA
— Bank balances — RITHEER 4 65
— Amounts due from related parties — FEUR BB 75 5B 16,417 14,707
— Rental deposits — MHE&RE 4,294 1,385
Management fee income from related RE RN ERERA
parties 1,974 1,974
Fixed operating lease income EE&LEHEWRA 5,333 6,380
Others H 5,779 5,815
33,801 30,326
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e R AR AT

Year ended 31 March 2026 &= 20263 A31 B IEFE

8. OTHER GAINS AND LOSSES, NET 8. Hba MEEFEE

2026 2025
2026 & 2025 £
HK$000 HK$'000
FET FET

Net loss on disposal/write-off of property, & ‘s E - BE M
plant and equipment REEEFE (3) (79)
Net foreign exchange losses P& 5 B 18558 (875) (1,001)
Others HAith 497 380
(381) (700)

9. FINANCE COSTS 9. EIEA
2026 2025
2026 £ 2025
HK$'000 HK$'000
FET THT
Interests on: THEIEMHE

— Lease liabilities —HEAE 19,808 18,068
— Bank overdrafts —RITEX 1,936 4,326
— Bank borrowings — IRITER 19,956 29,073
— Retirement benefit obligations — RIKEN &R 109 83
41,809 51,550
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR AR T

Year ended 31 March 2026 &= 20263 A31 HILFE

10. INCOME TAX EXPENSE

10. FrS iR X

2026 2025
2026 & 2025 £
HK$000 HK$'000
FET FET

Current tax B ERFR 18
— Hong Kong Profits Tax — BENEH 61,979 39,308
Deferred tax (credit) charge (note 26) EEFTE (o) A (HisE26) (4,292) 8,281
57,687 47,589

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%. Accordingly, the Hong Kong
Profits Tax of the qualifying group entity now comprising the
Group 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 for the years ended 31
March 2026 and 2025.

Under the Law of the PRC on Enterprise Income Tax (the “EIT
Law”) and Implementation Regulation of the EIT Law, the tax
rate of the relevant PRC subsidiary is 25% for the years ended
31 March 2026 and 2025. No PRC Enterprise Income Tax has
been made during the years ended 31 March 2026 and 2025
as the relevant PRC subsidiary has no assessable profits or has
sufficient tax losses brought forward to offset assessable profits
during the years ended 31 March 2026 and 2025.

BREEEFNESHEOMNESHREH &
EREBEENE2HE BT af iR
8.25% i MiBE2EH BB LK & F
B3 16.5% mrfit o E It - BlE 2026 F &
2025F 3 A31HIEFE @ RMEFHEMAE
ENAEREEEENEBNEH IR
B2E BB AR ERTUEFIA8.25%
E mBE2AE B AT ERR R
AAPZ16.5% T & o

BERECEMSHE(CEMEH
D) REERBFRIENERIED - 8E
A B B A R AL 2= 2026 4 1 2025 F
3A3THIEFENMEE25% - ARNE
78 B BB A B A L E 2026 F % 2025
F3A31BILFELERERT G F k4
HFIEEE R AKEERTOER - &
REE 20264 202553 A31 H IE4
BB R EEAEH -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

n‘l-ﬁ

CRE e

Year ended 31 March 2026 &= 20263 A31 HILFE

10. INCOME TAX EXPENSE (continued)

The income tax expense for the year is reconciled to the profit
before tax per the consolidated statement of profit or loss and

other comprehensive income as follows:

10. FTEHAX @

FAMSRAXEES
Y g 3R P51 2 BR B Al

Téﬁé&ﬁﬁﬂ%ﬁ
FE BT

2026 2025
2026 F 20254
HK$’000 HK$'000
TET FHIT
Profit before tax BR 75 A1 g A 326,787 218,021
Tax at the Hong Kong Profits Tax rate of ~ Z&EBFEHE16.5%
16.5% STEEIA 53,920 35,973
Tax effect of expense not deductible for R ok
tax purpose 6,588 10,212
Tax effect of income not taxable for tax BERMBAN MG E
purpose (141) (442)
Tax effect of tax losses not recognized AERMBEENNR G E 206 770
Utilization of tax losses previously not E) A e BT AR FE R B 7155 5 98
recognized - (29)
Tax effect of deductible temporary REER A HURE B Z 5 HY
differences not recognized il 1,163 1,098
Tax effect of previously unrecognized TR ARERE R ZENTE T
temporary differences (3,988) -
Effect of different tax rate applicable to a R — A BT B A RAY
PRC subsidiary TH%R < S22 (61) 7
Income tax expense for the year FRFERFX 57,687 47,589
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12.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR AR T

Year ended 31 March 2026 &= 20263 A31 HILFE

PROFIT FOR THE YEAR 1. FWRH
2026 2025
2026 F 20254
HK$'000 HK$'000
FTEx FHIT
Profit for the year has been arrived at after 4 A A & HI KR T 71 S IBILZ S -
charging:
Directors’ emoluments (note 12) BE=M< (FE12) 2,117 1,362
Other staff costs (excluding the directors’ EfME TKA(TEEBEZEEHHS)
emoluments)
— Salaries, allowances and other benefits — & « B R EMEF 284,458 212,575
— Retirement benefits — RIKEH 12,568 9,481
Total staff costs BT RAER 299,143 223,418
Depreciation of property, plant and Wz BRERERETE
equipment 25,241 16,922
Depreciation of right-of-use assets ERAREENE 201,689 157,420
Auditor’'s remuneration — audit services XA B — FTAZ R 2,285 380
Cost of inventories recognized BRAEAIMFERA
as an expense 2,254,819 1,675,086
Listing expenses recognized in profit or loss A Bz R FERH EHFH X 15,113 =

DIRECTORS’ AND CHIEF EXECUTIVE'S 12.

EMOLUMENTS

(a) Directors’ and the Chief Executive’s
emoluments

Mr. Tse was appointed as a Director in October 2025 and
re-designated as an Executive Director of the Company
in November 2025. He is the chairman of the Board of
Directors and the Chief Executive Officer of the Company.

Ms. Tse was appointed as a Director of the Company in
October 2025 and re-designated as an Executive Director
of the Company in November 2025.

Mr. Chu Woon Ming, Mr. Yau Sheung Yu and Ms. Woo
Pui Yan Joyce were appointed as the Independent Non-
executive Directors of the Company in November 2025.

AN
7

EEREETERARMH

() EERFETHAEME

FEER2025F 10 A EZEAE
£ WR2025F 11 AERAT AR
NRARTEFE -BRAARAES
SEERITHEE -

ML ER2025610 B EZE AR
NAEIEE - WR2025F 11 AEHA
EABRRBIRITES -

KBRS E ~ LA F K E R
BT R2025F11 AEZE AR
NRVBYIEITES -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B RARNE

Year ended 31 March 2026 &= 20263 A31 HILFE

12. DIRECTORS’ AND CHIEF EXECUTIVE'S 1.FEELFTETHRAEME

EMOLUMENTS (continued) (&)

(a) Directors’ and the Chief Executive’s () EERFETHAEME
emoluments (Continued) (#&)

REBERA EMRAREE QA
FIRBENEERETRITRAEH

The Directors’ and Chief Executive’s remuneration
(including emoluments for services as directors/employees
of entities now comprising the Group) disclosed pursuant M (B EEARKEAXNARENE
to the applicable Listing Rules and the Hong Kong BHNES EEREREOHE)
Companies Ordinance is as follows: wm

Salaries, Performance-

allowances related Retirement
Fee and benefits bonus benefits Total
& 2K
ok BA RERBERA RINER @t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TER FAET TER TR T
For the year ended HZ2026F3A31H
31 March 2026 LEE
Executive Directors HITEE
Mr. Tse Eifidad - 1,285 250 21 1,556
Ms. Tse #Hat - 452 90 19 561
- 1,737 340 40 2,117
For the year ended BZ2025%3A31R
31 March 2025 EEE
Executive Directors HITEE
Mr. Tse E s = 932 = 21 953
Ms. Tse #Hut - 390 - 19 409
- 1,322 - 40 1,362
In addition, the Group provided accommodation leased Bt AN - B = 2026 F % 20254 3 B

BTHIEFE AEEREAH T
EREREESEBNER - #
WRERAER - B E20265F3
A3MBLEEE ZEWEMNMG
5t & % (B {8 & 480,000 JT (2025
£ : 569,000 7T) °

from related parties to Mr. Tse for use by him and his
family members at no charge during the years ended
31 March 2026 and 2025. The estimated money value
of the benefit in kind amounted to HK$480,000 (2025:
HK$569,000) for the year ended 31 March 2026.

EXFRNESESME IR EEFE
BAKBEEBAIEHERG M -

The directors’ emoluments shown above were for their
services in connection with the management of the affairs
of the Group.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR AR T

Year ended 31 March 2026 £ 2026 3 A31 HIFF &

12.FEFNFTETHAEME

12. DIRECTORS" AND CHIEF EXECUTIVE'S
EMOLUMENTS (Continued)

(a)

(b)

Directors’ and the Chief Executive’s
emoluments (Continued)

No emoluments were paid to the Company’s independent
non-executive directors during the years ended 31 March
2026 and 2025.

There was no compensation for loss of office and/or
inducement for joining the Group paid/payable to the
directors of the Company during the years ended 31
March 2026 and 2025.

There was no arrangement under which a director
or the chief executive waived or agreed to waive any
remuneration during the years ended 31 March 2026 and
2025.

Five highest paid individuals
The five highest paid employees included 1 (2025: 1)

director for the year ended 31 March 2026, respectively,
details of whose remuneration are set out in (a) above.

(%)

(a)

(b)

EERFETHAEME

(%)

H £20264F % 20253 8318 1k
FEARRBYIIENITESL
S MBS -

H = 2026F % 2025F3 A31H Lt
FE -ARAEFVERRER
EFEMBER KFEMAR
SEESTERNEN/ BNHER -

H £20264F % 20253 8318 1t
FE CEFHITETHRABTE
WE SR B MET S A -

EEREHMAL

HZE2026F3A31HILEFE R
Ham I ES 81514 (2025
FR)EF EFMFAFBEIRN
Exx@)-
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e R AR AT

Year ended 31 March 2026 &= 20263 A31 HILFE

12. DIRECTORS" AND CHIEF EXECUTIVE'S
EMOLUMENTS (Continued)

(b) Five highest paid individuals (Continued)

AN
sz

12. EFENETEITHA BB

(%)

(b) EEBEHMALE)

Details of the remuneration of the remaining 4 (2025: 4)
highest paid employees who are neither a director nor
chief executive of the Company for the years ended 31
March 2026 and 2025 are as follows:

H 22026 % 20253 A31H It
FE - E#H4Z(2025F 1 457) &
=FMES AR RESHE
EITHAB) MEFMEFEOT

2026 2025

2026 F 2025 £

HK$'000 HK$'000

FBT FETT

Salaries allowances and other benefits ¥4 85 [ E 438 3,282 4,011
Performance-related bonuses FRIRAEENIEAT 728 =
Retirement benefits RIRTEF 80 81
4,090 4,092

The number of the highest paid employees who are not
the directors of the Company whose remuneration fell

TBEARREENERFHMESR
o FEY A T EER A SN

within the following bands is as follows: N
2026 2025
2026 F 2025F
Nil to HK$ 1,000,000 £ % 1,000,000 % 7T 3 3
HK$1,000,001 to HK$1,500,000 1,000,001 7 7T % 1,500,000 % 7T 1 1
4 4

During the years ended 31 March 2026 and 2025, no
remuneration was paid by the Group to the five highest
paid individuals of the Group as an inducement to join
or upon joining the Group or as compensation for loss of
office.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR AR T

Year ended 31 March 2026 &= 20263 A31 HILFE

13. EARNINGS PER SHARE

The calculation of the basic earnings per share attributable to
owners of the Company is based on the following data:

13. & F

ARAEAANEBEBRERNEFTIRE

THIBEHE

2026 2025
2026 F 20254
HK$'000 HK$'000
FTEx FHIT
Profit for the year attributable to owners ~ FARFTESREREF AR
of the Company for the purpose of basic %A A J&1h 4 X% 7
earnings per share 269,100 170,432

Number of shares

igvid S 4=|
2026 2025
2026 20254
‘000 ‘000
TR T A%
Weighted average number of shares for the FR &5 & 8% F A 2 F) H % 15
purpose of basic earnings per share I o 375,000 375,000

The weighted average number of ordinary shares for the
purpose of calculating basic earnings per share for the
years ended 31 March 2026 and 2025 has been adjusted
retrospectively for the effects in connection with (i) the
Reorganization as set out in note 2; and (ii) the effect of the
Capitalization Issue (as defined in note 39) subsequent to the
end of the reporting period as set out in note 39, as if the
Reorganization and the Capitalization Issue had been effective
since 1 April 2024.

No diluted earnings per share for the years ended 31 March
2026 and 2025 is presented as there were no potential ordinary
shares in issue during the years ended 31 March 2026 and
2025.

The Global Offering completed subsequent to the end of the
reporting period does not affect the calculation of earnings per
share for the years ended 31 March 2026 and 2025 since it
does not contain a bonus element that requires retrospective
adjustment under HKAS 33 “Earnings Per Share”.

RNt E#E =2026 %20253 A31 8
LEFESREARBANA L BRMETF
HHERUTSENZEERPAR
(VB MIE2 B ¢ K (i) B A KT 539
WREPARBENMEBIT (TR M
39)MFE  MINBEARERNEETD
E2024F 48 1 BRBERK °

AR E 22026 220253 A31 8 IE4F
EWHEEBTEELTER  WILELT
H 22026 220253 A31BILFEN
BREERF -

R EERETHKAZIREEL T E
B Z=2026F 20253 A31BEFE
NERBNGE  REAETESRE
BEAE S EREIBRITRAF] BE
BB FAERAAIRK D -
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Year ended 31 March 2026 &= 20263 A31 HILFE

14. DIVIDENDS

During the year ended 31 March 2026, the Company declared
dividends of HK$130 per share totaling HK$ 130,000,000, which
were settled by way of an offsetting with the Group’s amounts
due from related parties.

During the year ended 31 March 2025, LFP, Top Harvest
Pharmaceuticals Company Limited and Pearl Lake Global Limited
declared dividends of HK$200,000,000, HK$33,000,000
and HK$22,000,000 respectively to their respective then
shareholders. The rate of dividends and number of shares
ranking for the dividends are not presented as such information
is not considered meaningful having regard to the purpose of
these consolidated financial statements.

On 21 May 2026, the Company declared dividends of HK$23
per share totaling HK$23,000,000, which were settled by way
of an offsetting with the Group’s amounts due from related
parties.

Other than disclosed above, no dividends were paid or proposed
for shareholders of the Company for the years ended 31 March
2026 and 2025, nor has any dividend been proposed since the
end of the reporting period.
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14. I8

HZE2026F3A31HILFE  ARRE
& B B & 1% 13078 7T (& ££ 130,000,000
B REREEEBEAEEEK
BB 5 IEE TR A RS o

HE2025%3A31BLEE EEZ
Zmz . Y EEER DA &Pearl Lake
Global Limited 2 5l & & B & B A9 AR 3R
= &A% E 200,000,000 7T ~ 33,000,000
7 7T % 22,000,000 7T © BB R & A
ZEREOROHEBRTZY - Z&E
ZEREMBHRER BN EEERL
THEABES -

20265 A21 8 ARRTREKEES
A% 237 Jt (& 323,000,000 7T) * #%
ZR BB 5 iR B 7N & B fE R BA B 7 5k I8
HITHEN A EE -

Br EXET# B E I AR FE E 2026
FR2025F3A3MHIEFEIL K MK
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

15. PROPERTY, PLANT AND EQUIPMENT

e MR AR T

Year ended 31 March 2026 £ 2026 3 A31 HIFF &

15. W2 ~ W E MR

Owned Leasehold Furniture Computer Motor
properties improvements  and fixtures  equipment vehicles Total
FER
BENE BEXE BE£E ERRE RE @it
HK$'000 HK$000 HK$000 HK$'000 HK$'000 HK$'000

TR TRL TRL TRL TR TRL

cost A

At 1 April 2024 R2024%4R18 - 63,088 21,604 17,995 5,391 108,078
Additions HE - 21332 20812 10,146 2,580 54,870
Disposalsfwrite-off e/ H - (1,981) (371) (245) - (2,597)
Exchange realignment EiAE - = = (5) = (5)
At 31 March 2025 R2025%3A318 - 82,439 42,045 217,891 1971 160,346
Additions HE - 11,051 18411 5,834 944 36,240
Transfer from investment properties  E& B &Y% 27,480 - - - - 27,480
Disposalsiwite-off HE /s - (315) (40) (250) = (605)
Exchange realignment ERRE - - - 28 - 28
At 31 March 2026 R2026€3A31R 27,480 93,175 60,416 33,503 8,915 223,489
DEPRECIATION ik

At 1 April 2024 R2024%54R18 - 46,543 11,835 11,893 2,590 72,861
Provided for the year ERNEE = 8,610 4,654 2,710 948 16,922
Eliminated on disposalshwrite-off ~ FH & /Hi S 4 - (1910) (361) (247) = (2,518)
Exchange realignment ERRE - = = @) = ()
At 31 March 2025 R202543A318 - 53,243 16,128 14,353 3,538 87,262
Provided for the year EREE 1,037 9,719 8,806 4,374 1,305 25,41
Eliminated on disposals/write-off I E /s ik - (224) (40) (241) = (505)
Exchange realignment ERAE - - - 26 - 2
At 31 March 2026 12026537318 1,037 62,738 24,894 18,512 4,843 112,024
CARRYING AMOUNTS RAE

At 31 March 2026 R2026%3A318 26,443 30,437 35,522 14,991 4,072 111,465
At 31 March 2025 R202543A318 - 29,196 25917 13,538 4433 73,084
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NOTES TO THE CONSOLIDATED FINANCIA
e B RARNE

Year ended 31 March 2026 &= 20263 A31 HILFE

15. PROPERTY, PLANT AND EQUIPMENT 15.
(Continued)

The above items of property, plant and equipment are
depreciated on a straight-line basis at the following rates per
annum:

Owned properties 4.5%
Leasehold improvements Over the shorter of lease terms of
the properties or 5 years

Furniture and fixtures 20%
Computer equipment 20%
Motor vehicles 20%

The Group pledged motor vehicles with carrying amounts of
HK$4,072,000 (2025: HK$4,432,000) and owned properties
with carrying amount of HK$26,443,000 (2025: Nil) as at 31
March 2026 to secure bank facilities granted to the Group.

L STATEMENTS

W% BB MEE @)

% - B KR AT
UERAFHRITE -

BEME 4.5%

HERE PERHRSF
(ABREEBE)

XARETRE 20%

BB 20%

B 20%

ANEED KPR 2026F3A31HE®E
B/44,072,000 77T (2025 4F : 4,432,000
B IT) )55 & BR E {8 4 26,443,0007%5
TL (20255 - T)MBEBWE - (ERALXE
EERBRITEENER -

16. INVESTMENT PROPERTIES 16. IE WS
HK$'000
FET

FAIR VALUE A¥E
At 1 April 2024 20244 A1 H 242,140
Additions NE 812
Decrease in fair value recognized in profit or loss, REZFREIANAFERD  KEIR

unrealized (53,482)
At 31 March 2025 M 202543 A31H 189,470
Transfer to property, plant and equipment BB - E REE (27,480)
Decrease in fair value recognized in profit or loss, REZHPERNAFERL REHR

unrealized (16,720)
At 31 March 2026 R2026F3 B31H 145,270
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR AR T

Year ended 31 March 2026 &= 20263 A31 HILFE

16. INVESTMENT PROPERTIES (continued)

The Group leases out retail shop units and residential units
located in Hong Kong under operating leases with rentals
payable monthly. The leases typically run for an initial period
of 2 years to 3 years (2025: 2 years to 3 years) during the year
ended 31 March 2026.

The total cash outflow for leases paid for leased properties
under subleases amounted to HK$300,000 (2025: HK$391,000)
for the year ended 31 March 2026.

The fair values of the Group’s investment properties as at 31
March 2026 and 2025 have been arrived at on the basis of a
valuation carried out on the respective dates by Messrs AVISTA
Valuation Advisory Limited, independent qualified professional
valuer not connected to the Group.

Retail shop units and residential units located in Hong Kong
with aggregate fair values of HK$127,970,000 (2025:
HK$173,170,000) as at 31 March 2026 are determined based
on the income capitalization approach, where the market
rentals of all lettable units of the properties are assessed and
discounted at the market yield expected by investors for the
same types of properties.

Residential units located in Hong Kong with aggregate fair
values of HK$17,300,000 (2025: HK$16,300,000) as at 31
March 2026 are determined based on the direct comparison
approach, which reflects recent transaction prices for similar
properties adjusted for differences in the nature, location and
condition of the properties under review.

In determining the fair values of the relevant properties, the
management of the Group would determine the appropriate
valuation techniques and inputs for fair value measurements.

In estimating the fair values of the properties, the highest and
best use of the properties is their current use.

16. ILEYZE )

AEERELEHAEHAMNEENET
EEBEREFEEMN  BEEAIM -
HZE2026F3 A31 BIEFE - BHOYH
THHBE R2FEE3F (2025F 1 262
34) o

HE20266F3A31MBIEFEE o
HEESINNEAEReRHAEL
300,000 78 7t (2025 4F : 391,000787T) °

NEBREYEN2026F K% 20254F3
AAMAFEDNREEAEESE
BB R E & BA% F R ERD T
MBABRARNE B H#ETHEE

BE -

TREBHNEEEEMREEE
LR 2026F3 A31HMNAFER
%8 /127,970,000 7T (2025 4 -
173,170,000 70)  THiR B A B A {b
EEE B EMERE A B EMA
MEHEE  WEEEEHREMENTE
HAT 5 s R ETTRAIR o

UREBHNEEEMNR2026F3 A
3THMAFELEA17,300,0007 T
(20254 : 16,300,000/ 7T) @ HiRIEHE
BLLEAEE  ZAERBEUMERN
TEARNRE - WA EZMEREE -
B R AR B = R AE A o

EETHBYENAFER  AEEE
BERETEBMNGERTRAFER
EMFOEABE -

EfEMENRTER  WENEE
BER&EREA/ERTARE -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e R AR AT

Year ended 31 March 2026 &= 20263 A31 HILFE

16. INVESTMENT PROPERTIES (continued)

The following table shows the valuation techniques used in
the determination of fair values for investment properties and
unobservable inputs used in the valuation models.

Valuation Significant

technique(s) unobservable input(s)

fhER M EXTURRGARE

16. WE Y )

TR EEREME R FHEMAGE
g R (b ERREL P R T AT B R b A B o

Range of significant
unobservable input(s)
EXTTEE
BABBEE

Relationship of
unobservable inputs
to fair value
TUBEBABE
BAFENER

Retail shop units located in  Income capitalization ~ Capitalization rate,

approach taking into account the

WABA(E

Hong Kong
MRABBMEEEEN capitalization of rental
income potential,
HK$127,110,000
(2025: HK$171,620,000)
127,110,000 7
(2025 :

171,620,0007% 71T.)

nature of the property
and prevailing market
condition.

BARLR KERHS
WABRIEN - 1)
FUERBITIMR

Monthly market rent,
taking into account the
differences in location,
and individual factors,
such as frontage and
size, between the
comparables and the
property

m5iHe  KEZEANE
i/ E3EE A E i
B RERIEZ (Fln
HrkEE) NER

Lung Fung Group Holdings Limited / Annual Report 2025/2026
REEEZERARAR/ T -1/ T FFR

3.55% t0 3.80%
(2025: 3.05% to
3.30%)

3.55% % 3.80%
(2025 :3.05% &
3.30%)

HK$96 to HK$119
(2025: HK$94 to
HK$116)
per square foot
BYARIGHETE98
TC (20255 - 94 BTLE
11687T)

An increase in the
capitalization rate
used would result in a
decrease in fair value,
and vice versa.

PrAER L EE MG E
FATERD  R2

An increase in the market
rent used would result
in an increase in fair
value, and vice versa.

PrAT5E € B &S
HATEEM R2



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR AR T

Year ended 31 March 2026 £ 2026 3 A31 HIFF &

16. INVESTMENT PROPERTIES (continued)

16. IWE W #)

Relationship of

Valuation Significant Range of significant unobservable inputs
technique(s) unobservable input(s) unobservable input(s) to fair value
BERFAHE TABEH A2E
RE 5 i BEXATUHRBARE BAYE®HE HATLENER
Residential units located in  Direct comparison Market unit rate, taking ~ HK$3,950 to HK$4,399 An increase in the
Hong Kong approach into account the (2025: HK$3,768 to market unit rate used
REBEBHEEEM ERIBE recent transaction HK$4,146) would result in an
prices for similar per square foot increase in fair value,
HK$17,300,000 properties adjusted BEHR3,9508LE and vice versa.
(2025: HK$16,300,000) for nature, location 43997%87T (20255 :  FAMSEEEMES
17,300,000/ 7T and conditions of the 3,768/ L2 4,14678 RATEEN k2
(20254 : property o) IR o
16,300,000/ L) mi5EE  KZEEU

Residential units located in

Hong Kong approach
IR BB ETEL WAERIE
HK$860,000
(2025: HK$1,550,000)

860,0005 7T
(2025% :

1,550,000 7T)

Income capitalization

MEMHARE
ENEEE NER

Capitalization rate,
taking into account the
capitalization of rental
income potential,
nature of the property
and prevailing market
condition.

BRER KEZRHES
WABREN -
EUBRFTIR -

3.95% t0 4.00%
(2025: 3.95% to
4.20%)

3.95% £ 4.00%
(20254 : 3.95% &
420%)

An increase in the
capitalization rate
used would result in a
decrease in fair value,
and vice versa.

PR AL EENKE
RATERD  R2
IR
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Year ended 31 March 2026 &= 20263 A31 HILFE

16. INVESTMENT PROPERTIES (continued)

16. WE Y )

Relationship of

Valuation Significant Range of significant unobservable inputs
technique(s) unobservable input(s)  unobservable input(s) to fair value
ERTTHE TAEEBAHE
BRI EXTUERBARE BABBEE BAFENER
Monthly market rent, HK$25 to HK$26 An increase in the market

taking into account the (2025: HK$23 to rent used would result
differences in location, HK$24) in an increase in fair
and individual factors, per square foot value, and vice versa.
such as frontage and ~ HFFR25BLE FTRMSHESEMmEE
size, between the 26757 (2025 % : BATEEN: k2
comparables and the 23BITE24%TT) TR

property

BAMSHEE  BERE
AL BYERLY
FME R fERAZ (f]
W REE) K=
]

The fair value measurement is categorized into Level 3 fair value
hierarchy. There were no transfers into or out of Level 3 during
the years ended 31 March 2026 and 2025.

As at 31 March 2026, investment properties amounting to
HK$144,410,000 (2025: HK$187,920,000) have been pledged
to secure bank facilities granted to the Group.
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NFEAEFERFE=ZRAFLEEL -
H 22026 % 2025F3 A31HILEE -
WaEeE Ak HE =4 -

B2026F 3 A31H  REWYE
144,410,000 5t (2025 F
187,920,000/ 7T) B HIFE R AR S EE
RIRTTRE 2R -



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B RANE

17. RIGHT-OF-USE ASSETS

Year ended 31 March 2026 £ 2026 3 A31 HIFF &

17. FREEE

Office
premises
and staff Retail
quarters Warehouses stores Total
WAEYE
REIES rE Z2EE #et
HK$'000 HK$’000 HK$'000 HK$'000
FHET FHET FHET FHET
CARRYING AMOUNT ARTEE
At 31 March 2026 202653 A31H 12,881 20,970 329,080 362,931
At 31 March 2025 202553 A31H 1,939 4,084 255,343 261,366
DEPRECIATION e
For the year ended BHZ=E2026F3 A31H
31 March 2026 IEFE 8,577 11,569 181,543 201,689
For the year ended BZE 202543 A31HIE
31 March 2025 FE 6,842 6,758 143,820 157,420
2026 2025
2026 F 20254
HK$'000 HK$'000
FER FHIT
Expenses relating to leases of low value EHEEEEERENRX
assets 162 26
Variable lease payments not included R AHEBESENTE
in the measurement of lease liabilities MERH 3,516 4,549
Total cash outflow for leases HERS AL @R 208,889 168,818
Additions to right-of-use assets CRREEERE
(including adjustments on lease (BiEHEEENRARE)
modifications) 303,254 202,961
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

n‘/-ﬁ

17.

CRE e

Year ended 31 March 2026 &= 20263 A31 HILFE

RIGHT-OF-USE ASSETS (Continued)

The Group leases various offices premises and staff quarters,
warehouses and retail stores for its operations. Lease contracts
are entered into for fixed term of 1 year to 12 years (2025:
1 year to 12 years) for the year ended 31 March 2026. Lease
terms are negotiated on an individual basis and contain
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.

Leases of retail stores are either with only fixed lease payments
or contain variable lease payments that are based on 3% to
6% of sales and minimum annual lease payment that are fixed
over the lease term. Some variable payment terms include cap
clauses. The payment terms are common in retail stores in Hong
Kong where the Group operates.

For leases of retail stores that contain variable lease payments,
the Group is exposed to future cash outflows arising from
variable lease payments linked to sales performance. These
payments are not included in the measurement of lease liabilities
as they depend on future sales volumes. The overall financial
effect of using variable payment terms is that higher rental costs
are incurred by stores with higher sales. Variable lease payments
are expected to continue to represent a similar proportion of
store sales in future years. During the year ended 31 March
2026, HK$3,516,000 (2025: HK$4,549,000) was recognised in
profit or loss relating to such variable lease payments.

Restrictions or covenants on leases

In addition, lease liabilities of HK$372,747,000 (2025:
HK$265,267,000) are recognized with related right-of-use
assets of HK$362,931,000 (2025: HK$261,366,000) as at
31 March 2026. 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.

Lung Fung Group Holdings Limited / Annual Report 2025/2026
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FTHEEE@®

AEEAEEERESZERAEMER
BIFEE BERTEE -#HE2026F
3A3BLEE HEAYETHRA
1TFEE1NF(2025F  1FEE12F) - M
EGFIREREERE - BE& TRIEX
SRR o AR SR B A8 2 A B R ATl N AT
BUHEIERER  #RAGNERTE
BHEBHIIT N 2 HAR -

TEENHEEESETHENMKK
SEREETE3I%E6%TEMTE %ﬁ
ENFARBEERNEENRKEFEM
BN - BD A NRIGERE T LRI
R ZENRERETE (MEAEES
B NEEEREESE -

A

mm

,H]]

e PHENZNEEEHEM
= zﬁﬁlﬁﬁméﬁifﬁiﬁfﬁmf@m‘w
fﬂi}Zﬁ F’ﬁ?imfﬁxiﬁimtﬂﬂﬁ»
AR ZEMNREVRR R REE + WG
AHEBEMNE  FA T E N FTIER
WEENBYERIEEER MM
AERRNESKA - BT EHEERN
A AR R B F B G i H B RE VAR
ELH o B E2026F3 A31BILFEE
ERBER R BE A ZHE N RER
3,516,000 7T (20254 : 4,549,000
JT) °

FHERSINRE
o - R2026FE3 A31HE ERME

€ B {E372,747,0005 7T (2025 4 :
265,267,000 ) r HEFEREE
E /5362,931,00058 7T (2025 4F :
261,366,000 7T) BRI A B <

fﬁéﬁ{%ﬁé*ﬁl\ » T E 1 5% 20 K Bt A0
T - HEEE TN SIERBRER
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17. RIGHT-OF-USE ASSETS (continued)

18.

19.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Lease committed

e MR AR T

Year ended 31 March 2026 &= 20263 A31 HILFE

The Group entered into new lease(s) for one (2025: two) retail

store(s) that has/have not yet commenced, with non-cancellable

period of 3 years (2025: from 1 year to 3 years), and the total

future undiscounted cash flows over the non-cancellable period
amounted to HK$21,600,000 (2025: HK$30,437,000) as at 31

17. FREEE®

HERE

ANEE g — M (20254 : 2[) i REA
MEEETHAE - H A B
A3 (20254 1 12 34F) » A20264F
3A31H - 2SR AN REEER
RIRIB 2 IME B F 21,600,000 % T

March 2026. (20254F : 30,437,000 7T) °
INVENTORIES 18. 78
2026 2025
2026 £ 20254
HK$'000 HK$'000
FET TET
Finished goods BUPK o 421,907 336,038
DEPOSITS/TRADE AND OTHER RECEIVABLES  19. & & 8 5 K E b fE Ug 8
2026 2025
2026 F 20254
HK$’000 HK$'000
FET FET
Trade receivables from contracts with REXEFAELONE S EWIE
customers 10,470 8,193
Rental, utilities and other deposits He  KEBMEMIZS 64,092 52,960
Other receivables H b e W 3R IE 123 954
Prepayments to suppliers [) £ 7 2 RO TR S R IR 7,600 3,498
Prepaid expenses AR 8,910 11,351
Prepaid listing expenses T LR 112 =
Prepaid issue costs TERT BT A 22 =
Deferred issue costs EIEEEITR AN 4,361 =
95,690 76,956
Analyzed for reporting purposes as: RBEENINE
Deposits under non-current assets SEMBEEIE THFEHK 64,092 52,960
Trade and other receivables under current RENEEE NHE 5 K
assets A e W kIR 31,598 23,996
95,690 76,956
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e R AR AT

Year ended 31 March 2026 &= 20263 A31 HILFE

19. DEPOSITS/TRADE AND OTHER RECEIVABLES

(Continued)

As at 1 April 2024, trade receivables from contracts with
customers amounted to HK$17,332,000.

Retail sales made through retail stores are settled by cash or
electronic payments. Retail sales made through online platforms
are settled by electronic payments. Trade receivables arising
from retail sales represent amounts receivable from electronic
payment service providers and online platform providers who
generally settle the amounts with the Group within 2 days and
1 month respectively after the sales.

For trade receivables arising from wholesale sales, the Group
generally grants credit terms of 60 days to its wholesale
customers after the month of the relevant sale.

The following is an ageing analysis of trade receivables
presented based on the invoice dates at the end of the reporting
period is as follows:

19. 2% 8 5 N HAD YRR

(%)

R2024F4 818 KREBFAHNE
5 e FRI8 517,332,000 78 7T ©

BERTEFETHTEHEUNRESHE
FTNATAEH - BBREFRETH
TEHENETFXNTAREE - TEH
EELNE S RYIGRERKE T
RBHER LR EFaHERARIE
BE—BRDRINEER2ARIEAR
EAKBEEE A

R BHEEENEZHRWHRMS -
AEE-BRETEMABTFNAMEE
R 1E60RMIEEH -

UTARBRERREZEZAH2IINE
2 FE MR IR B B ie AT

2026 2025

2026 F 20254

HK$’000 HK$’'000

THET FHET

Within 30 days 30 KA 10,030 7,379
31 to 60 days 31 260K 154 552
61 to 90 days 61 290K - 82
Over 90 days 90 KA E 286 180
10,470 8,193

Details of impairment assessment of trade and other receivables
are set out in note 32(b).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B RANE

20. AMOUNTS DUE FROM (TO) RELATED

Year ended 31 March 2026 &= 20263 A31 HILFE

20. FEM () BRESE 75 508

PARTIES
Maximum amounts outstanding
EEAEESHE
As at 31 March Year ended 31 March
W3A318 BZ3A31ALEE
2026 2025 2026 2025
2026 F 202546 2026 20254
HK$'000 HK$'000 HK$'000 HK$'000
TET THET TET TEx
Amount due from a director and ERESRERRRTE
controlling shareholder (Note i) (BaEi)
Amount due from Mr. Tse Y 5 A TB - 12,252 14,463 69,891
Amounts due from related parties U BABE 7 08 (M &Eii)
(Note ii)
Best Earn International Development Best Earn International Development
Limited Limited - 8 8 8
China Harvest Creation Limited China Harvest Creation Limited - 247 2,120 394
CHK Duty Free Group Limited CHK Duty Free Group Limited - 21 21 21
Click Limited Click Limited - 178 178 178
Dragon Grace Corporation Limited REARAA - - 4,921 115,145
Express Harvest Limited Express Harvest Limited - 3 3 B
Full Group Corporation Limited Full Group Corporation Limited - 20,674 20,691 24,305
Great Dragon International Development ~ Great Dragon International
Limited Development Limited - 22,346 24,156 22,427
Huge Max Development Limited REZRBRATF - 561 769 73,833
Huge Max (Hong Kong) Limited EZ(F%)ERAR 37,487 224,501 241,409 224,501
Luck Dragon International Development  Luck Dragon International
Limited Development Limited - 281 281 281
Lung Fung Charitable Foundation Limited BE2ZEZEELBRAF - - 6 15
Lung Fung Dispensary Limited E2ERHARAT - - - 3,347
Lung Fung Group Co., Limited ELEERERERAA - = - 5627
Lung Fung International Trading Limited ~ B2 2EEE S HR 1 A - 5,351 6,201 14,965
Max Profit Investment (Holdings) Limited & 2 4% & (32[%) BB A A - 1,979 3,560 24378
Most Harvest (HK) Limited Most Harvest (HK) Limited - - 2 -
Power Max (Hong Kong) Limited Power Max (Hong Kong) Limited - 35 35 35
Prospects Group Limited Prospects Group Limited - 470 487 470
Sky Harvest Medicine Company Limited  Sky Harvest Medicine Company
Limited - 52 52 52
Sunny Rich Holdings Limited Sunny Rich Holdings Limited - 51 51 51
Tse's Pharmaceutical Factory (HK) Limited  Tse's Pharmaceutical Factory (HK)
Limited - 67 73 67
World Step (China) Limited World Step (China) Limited - - 70 8,337
37,487 276,825
37,487 289,077
Analyzed for reporting purposes as: RBMEEMANTA
Non-current E k)] - 273,696
Current e 37,487 15,381
37,487 289,077
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e R AR AT

Year ended 31 March 2026 &= 20263 A31 HILFE

20. AMOUNTS DUE FROM (TO) RELATED

PARTIES (Continued)

As at 31 March

20. FEU (1) FBR B 07 5K0R ()

R3A31H
2026 2025
2026 5§ 20254
HK$'000 HK$'000
THERT FET
Amount due to a director and controlling ~ ENEERZERRRZE (ki)
shareholder (Note i)
Amount due to Mr. Tse FE {31 55 4 5K IE - 10,928
Amounts due to related parties (Note i)  FEAfBIEE 5 38 (K &k iii)
Dragon Grace Corporation Limited REARAT 1,346 979
Easy Hill International Limited Easy Hill International Limited - 17
Harbour Harvest Medicine Company Limited Harbour Harvest Medicine Company
Limited - 172
Huge Max Development Limited REBHRERAA 14,439 =
Lung Fung Group Co., Limited EEEEERER AR 4 =
Power Harvest Corporation Limited Power Harvest Corporation Limited - 737
World Step (China) Limited World Step (China) Limited - 3
15,789 1,908
15,789 12,836
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR AR T

Year ended 31 March 2026 &= 20263 A31 HILFE

20. AMOUNTS DUE FROM (TO) RELATED
PARTIES (Continued)

Notes:

(U]

(ii)

(iii)

The amount due from (to) Mr. Tse is non-trade in nature, unsecured,
interest-free and repayable on demand.

The amounts due from entities controlled by Mr. Tse are non-trade in
nature, unsecured and repayable on demand. As at 31 March 2026,
the amounts are interest-free. As at 31 March 2025, other than
aggregate amounts of HK$273,696,000 which carried interest at
3.5% per annum, other amounts were interest-free.

As at 31 March 2026, the amounts due from related parties
are expected to be repaid within one year and are classified as
current. As at 31 March 2025, in the opinion of the directors of the
Company, other than amounts due from related parties amounting
to HK$273,696,000 which were not expected to be repaid within
one year from the end of the reporting period and classified as non-
current, the remaining amounts were expected to be repaid within
one year from the end of the reporting period and were classified as
current.

The amounts due to entities controlled by Mr. Tse are non-trade in
nature, unsecured, interest-free and repayable on demand.

During the year ended 31 March 2026, the Company declared
dividends of HK$130 per share totaling HK$ 130,000,000, which
were settled by way of an offsetting with the Group’s amounts

due from related parties.

On 21 May 2026, the Company declared dividends of HK$23
per share totaling HK$23,000,000, which were settled by way
of an offsetting with the Group’s amounts due from related

parties. Accordingly, all outstanding balances with related

parties had been settled in full subsequent to the end of the
reporting period and before the Listing.

20. FEM () BRESE DT

NI ()

Wi

() BB HEERBERFEESHEED &
HR - S RBARERER -

(iy ERHTEMEHEBRELAIEESE
B mEERERERKEE - R2026F
3A31H Z5&BARE - R202543
A318  BR&at$£%273,696,000/8 L&
3.5% MEFRF BN Kt BEARS -

202638318 - EUWREH 5 KA

TBHER—FANEERPEERE - R

20253 A31H ARREERAE K

JiE U B Bk 7 2R 7B 273,696,000 7% JT 18 B

TRBMEPREBF —FAEERDEA

SERENAN SR T RETEH NI E B R
B —FNEERDEERE -

(i) ENHBELEMEGBERRA/IFEZESNE
B EEE RRRARERER -

HZE2026F3A31BILEE AR FE
K % 2 tﬁxmoﬁén (& 130,000,000

BIL) ZEREBEEREAEEER
A B 5 s IE TTT&%E’]HT &g °

MR2026F5 8218 ARRERKES
B& 237 7T (& #£23,000, ooo,%rc) 32

LR BB 5 iR 7N 5 B R L B e
ETEHEONFREES - Bt - B éﬁﬁ
WATBREREHRERNBREARERR
LTRSS o
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e R AR AT

Year ended 31 March 2026 &= 20263 A31 HILFE

21. CASH AND CASH EQUIVALENTS/BANK

OVERDRAFTS
Cash and cash equivalents

Cash and cash equivalents include demand deposits and short-
term deposits for the purpose of meeting the Group’s short
term cash commitments, which carry interest at market rates
range from 0.001% to 0.125% (2025: 0.001% to 0.126%) per
annum as at 31 March 2026.

Details of impairment assessment of bank balances as at 31
March 2026 and 2025 are set out in note 32(b).

Bank balances and cash denominated in currencies other than
the functional currency of the relevant entities now comprising
the Group are set out below:

21. fg@&ﬁ@%%%/ﬁﬁﬁ%ﬁ

ReERREEEY

RekREEBYVEREARMRERAEE
REReRENEHTFARERER -
20263 A31H @ HiigFERENTF
0.001% % 0.125% (20254 : 0.001% =
0.126%) °

R20264F 202543 A 31 HHRIT4
ERBE T FE B E R R 32(0) ©

BAZ 4L 7 SR 0 A B B L) A
AN MR E R RITE B R B S B
mF -

2026 2025

2026 & 20254

HK$'000 HK$'000

FExT T T

Japanese Yen (“'JPY") BE(RELD 689 202
Renminbi ("RMB"’) ARE(TARE]D 1,259 678

Bank overdrafts

Bank overdrafts carry interest at market rates which range from
2.85% t0 5.25% (2025: 3.10% to 5.81%) per annum as at 31
March 2026.
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Year ended 31 March 2026 £ 2026 3 A31 HIFF &

22. TRADE AND OTHER PAYABLES 22. E G N E b e FIA

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B RANE

2026 2025

2026 20254

HK$'000 HK$'000

FET FET

Trade payables B SR RIA 127,871 108,598
Other payables H e FRIE 5,017 16,895
Accrued expenses FEST R 2 14,659 5,767
Accrued staff costs FEET B TR AR 33,279 23,732
Accrued listing expenses FERT LR 2,422 =
Accrued issue costs FERTEEITA A 902 =
184,150 154,992

The credit period granted by major suppliers ranged from 0 to

30 days. The following is an ageing analysis of trade payables

presented based on the invoice date at the end of the reporting

TEHEBRRTHEERNTO0E30
Ko ATEBRBERRILZEZEAH27
KB 5 e IR BRER D AT -

period:
2026 2025
2026 F 20254
HK$'000 HK$'000
FHET AT
Within 30 days 30K 91,840 79,740
31 to 60 days 31 260K 18,111 11,731
61 to 90 days 612 90K 6,490 6,426
Over 90 days 90 KA 11,430 10,701
127,871 108,598
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Year ended 31 March 2026 &= 20263 A31 HILFE

22. TRADE AND OTHER PAYABLES (continued)

Trade payables denominated in currencies other than the
functional currency of the relevant entities now comprising the
Group are set out below:

22. B 5 M E M B FRIE ()

AR AR A BRI B BT ee B
ONN BB EHERE 5 R s IEH 5 10
T

2026 2025

2026 £ 2025

HK$000 HK$'000

FET FET

US dollars ("US$") Em([ZEx]) 5,657 3,306

JPY H 550 787

RMB AR 808 808

23. BANK BORROWINGS 23. RITIERK

2026 2025

2026 &£ 2025 £

HK$'000 HK$'000

FBT FET

Mortgage loans (Note i) BB E K (5T 99,997 110,556
Bank loans under supplier finance HERREZETHRITER

arrangements (Note ii) (B &Eii) 313,545 287,111

Term loans under the Small and Medium AR/ ZE (TR N2 |) BB R

Enterprises (""'SME") Financing Guarantee =T 2| N &Y E 81 E 5% (M Eiii)

Scheme (Note iii) - 91,059

Other loans (Note iv) HMER (aEiv) 129,902 162,797

543,444 651,523

Secured B 543,444 560,464

Unsecured 44 1 = 91,059

543,444 651,523

Guaranteed BER 532,681 647,623

Unguaranteed EmIER 10,763 3,900

543,444 651,523
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Year ended 31 March 2026 £ 2026 3 A31 HIFF &

23. BANK BORROWINGS (continued) 23. IRITIER @
The carrying amounts of the above borrowings are analyzed FEFNREERBRSNERAHS
based on contractual repayment date as follows: T :
2026 2025
2026 ¥ 20254
HK$'000 HK$'000
FHET FAT
The carrying amounts of borrowings that ~ AR B kBB IERZER
contain a repayment on demand clause GITRRBEEET) 2
(shown under current liabilities) but AREE - HEZHRWNT :
repayable:
Within one year —FR 453,109 461,539
Within a period of more than one year 3 — B TR A M A HA R
but not exceeding two years 11,973 41,461
Within a period of more than two years R A M BTN R R HAR
but not exceeding five years 32,772 71,247
Within a period of more than five years 8 38 7 5 HA A 45,590 77,276
543,444 651,523
The exposure of the Group's borrowings is as follows: AEBEBROAERMBONAT :
2026 2025
2026 20254
HK$'000 HK$'000
FHET FAET
Fixed-rate borrowings & 7E F) & fg 3 315,848 291,011
Variable-rate borrowings TEENR R R 227,596 360,512
543,444 651,523
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Year ended 31 March 2026 &= 20263 A31 HILFE

23. BANK BORROWINGS (continued)

The ranges of effective interest rates on the Group’s borrowings

are as follows:

23. IRITER @)

AEBERNERNREBELLT

2026
2026 F

2025
20254

Effective interest rates: BERRFE
— Fixed-rate borrowings — EE R EE K

— Variable-rate borrowings

— BBHHERER

2.75% to 5.68%
2.75% £5.68%
1.93% to 4.41%
1.93% £4.41%

2.75% 10 6.74%
2.75% £6.74%
2.05% 10 6.32%
2.05% £6.32%

Notes:

@i

(ii)

Mortgage loans are secured by the Group’s owned properties and
investment properties and/or pledge of properties held by related
parties which are entities controlled by Mr. Tse, interest-bearing
ranging from 1.80% to 2.50% (2025: 2.05% to 2.71%) per annum
as at 31 March 2026, guaranteed by Mr. Tse, Mrs. Tse and related
parties which are entities controlled by Mr. Tse, including Lung Fung
International Trading Limited, Full Group Corporation Limited, Max
Profit Investment (Holdings) Limited and/or Huge Max (Hong Kong)
Limited, and repayable on demand.

The Group enters into certain supplier finance arrangements with
banks. Under these arrangements, the banks pay suppliers the
amounts owed by the Group before original due dates. The Group's
obligations to suppliers are legally extinguished on settlement by the
relevant banks. The Group then settles with the banks between 90
and 120 days after settlement by the banks with interest ranging
from 2.87% to 5.68% (2025: 3.60% to 6.74%) per annum as at
31 March 2026. Such bank loans are secured by the Group’s owned
properties and investment properties and/or pledge of properties
held by related parties which are entities controlled by Mr. Tse and
repayable on demand. Other than an amount of HK$8,461,000
(2025: Nil) as at 31 March 2026 that is unguaranteed, the remaining
amounts are guaranteed by Mr. Tse, Mrs. Tse, and related parties
which are entities controlled by Mr. Tse, including Lung Fung
International Trading Limited, Full Group Corporation Limited, Max
Profit Investment (Holdings) Limited, Dragon Grace Corporation
Limited and/or Huge Max (Hong Kong) Limited. These arrangements
have extended the payment terms, which may be extended beyond
the original due dates of respective invoices. The interest rates are
consistent with the Group's short-term borrowing rates. Information
of the Group'’s supplier finance arrangements is set out in note 33(b).
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RIBERHAASEEEMERKEEME
K/ B (BH T EMESIER)F
BHY L IRIEEIR - X 2026F3 A 31
B E R Z N F1.80% = 2.50% (2025
F:205%E2.71%) B TE - #HK
AR Ch#t e EpiEFEeE - 81
ELERESARAR BEHRAAE -
mERE (IR ERAR R REL (F
B)BRAR)ER WEREREE -

AEBMBRITEI LA THERRELH
RIEZEZH RTRETE B AT
HERLHAEBATRRIE - AL E Y
HEFMNETRBEERITEERRER
B o 120263 A31H REBEEK K
BITHELIOE120KRNEBITHEHE -
FEFNENF2.87%ZE5.68% (20254 :
3.60% £6.74%) - EEARITERAAE
EEEMEREEMER @S (B
FCEFTIEHIEEE) F A MY 3 E R (EIR
e WEZERKEE - BRN2026F3 A
31 HHIFIE 8,461,000 7T (2025 4F : ##)
BEERIN SRTRERSBLE  HX
AR Ch#t e EpTiEFEeE - 81
ELEBRESARAR BEHRAAE -
mEIE (R BARAR  XKEERA
AR/ HEL () BRARF)ER - &%
ELHBERMNRER - Z S KR
AREERESHENRIBA 2% - 7
EAAEENEHERFE—H-5H
NEBEHEHRRE LN E R H R E
33(b) °
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Year ended 31 March 2026 &= 20263 A31 HILFE

23. BANK BORROWINGS (continued)

Notes: (Continued)

(i)~ Term loans under the SME Financing Guarantee Scheme as at 31
March 2025 were unsecured, interest-bearing ranging from 2.63%
to 3.00% per annum, guaranteed by Mr. Tse, Mrs. Tse, Mr. Tam
Shu Wing and Mr. Wong Sze Chun (who were shareholders of
certain entities now comprising the Group holding shares on trust
for the benefit of Mr. Tse before the Reorganization), and/or HKMC
Insurance Limited, and repayable on demand.

(iv) Other loans represent revolving loans, term loans and other
borrowings. The loans are secured by the Group’s motor vehicles,
owned properties and investment properties and/or pledge of
properties held by related parties which are entities controlled by
Mr. Tse, interest-bearing ranging from 2.75% to 4.41% (2025:
2.75% to 5.92%) per annum as at 31 March 2026 and repayable
on demand. Other than other borrowings of HK$2,302,000 (2025:
HK$3,900,000) as at 31 March 2026 which are unguaranteed, the
remaining amounts are guaranteed by Mr. Tse, Mrs. Tse, and related
parties which are entities controlled by Mr. Tse, including Lung Fung
International Trading Limited, Full Group Corporation Limited, Max
Profit Investment (Holdings) Limited, Dragon Grace Corporation
Limited and/or Huge Max (Hong Kong) Limited.

All the abovementioned guarantees and the pledges of
properties held by related parties have been released upon the
Listing.

The Group is in compliance with relevant financial covenants as
at 31 March 2026.

As at 31 March 2025, in respect of bank loans and
bank overdrafts from a bank with carrying amounts of
HK$303,913,000, the Group breached a financial covenant
of the relevant bank facility stipulating a maximum net value
of the related party balances of LFP. The relevant bank had
agreed to waive its right to demand immediate repayment
of the outstanding bank loans and bank overdrafts as at 31
March 2025. Such waiver was only related to 31 March 2025
and did not stipulate a specific waiver period. As the carrying
amounts of such bank loans and bank overdrafts had already
been classified under current liabilities as at 31 March 2025
as a result of the repayable on demand clause of the relevant
bank facilities, the breach had not resulted in a change in the
classification of the bank loans and bank overdrafts.

23. IRITER @)

BsE : ()

(i) 20253 A318 PP ERMELER
AEITHEHERAERF  RFH X
N F2.63%E3.00%:T 2 B FKE-
# R A~ Tam Shu Wing 5 4 & Wong Sze
Chunt 4 (I ER EA AT AR AR A
EENE TEENBREIL AEEHAN
HEEBZSEABERN) R REBIR
FREERAFMEER - WEREREE -

vy HMEFEERER THERREM
EX - BEXBHAEEAE BAWER
WEWER, KT (RS %k LTI
BB SAENYELRIERRE - R2026
F3IA3TBNFERENTF2.75% E4.41%
(20254 : 2.75% %&5.92% ) @ W/BIRE
KEE - B R2026F3 A31 B H M &
$72,302,0007% 7T (20254 : 3,900,000
TL) BEERIN AT KIEHM AL - H
KARBEBE T (BHEEMEHELE &
RELEBREZERAR  BUBERAD
Al REIEE (R BRAR - KES
RARIK/SHEL (HFH) BRAR)ER -

B RENBETFSENYEER
BER EMEMRERR o

R2026F3 A31H  AEEEEBTIEH
WIS o

M2025F3 8318 3t—MERTERAMAE
#$303,913,000% T 89 $R 17 & 5K R R 1T
FBEXME  AEEERTHEBARITRE
BOBF 52258 - ELAR R E BE L SR 2 Y A i
FESRE RS EE - HARTERER
EHEZRANREER2025F3 8318
BREZERITERRIBITEZHEF -
B GEHE2025F3 A31HAM - A
WA AR A% R - AR AR
TRERBREREBGR  BART
ERRBITEIHREED R 202553
A3BSEARBARE  WZENLE
BYRTERERITEINH B LRE
@J °
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Year ended 31 March 2026 &= 20263 A31 HILFE

24. LEASE LIABILITIES 24. HEBE
2026 2025
2026 2025 £
HK$’000 HK$'000
FET TET
Lease liabilities payable ENHEEEE
Within one year —FRN 183,734 135,034
Within a period of more than one year B3 — F BT R E W F A
but not more than two years 131,004 99,510
Within a period of more than two years BB 1B B R A HfE
but not more than five years 54,413 27,128
Within a period of more than five years BB A S HME 3,596 3,595
372,747 265,267
Less: Amount due for settlement within 12 & : 7R REEEE T~ 1218 A
months shown under current liabilities A2 BfEE A FIE (183,734) (135,034)
Amount due for settlement after EIRIERBEEET12MEA %
12 months shown under B HE B MR
non-current liabilities 189,013 130,233
The weighted average incremental borrowing rate applied to 202653 A31H - HEBGEEMNM
lease liabilities is 5.74% (2025: 5.86%) as at 31 March 2026. T FIE S ERFIE R 5.74% (2025 4F -
5.86%) °
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Year ended 31 March 2026 £ 2026 3 A31 HIFF &

25. CONTRACT LIABILITIES 25. 6B IE
2026 2025
2026 F 20254
HK$'000 HK$'000
FHET FHET
Deposits received in advance of delivery AT BT ER 1% & 1,280 126
As at 1 April 2024, contract liabilities amounted to HK$781,000. MR2024%F4 18 A481&E/781,000
BT
The Group receives deposits from mainly wholesale customers AEETIZRFEEZFWERS it
and recognizes contract liabilities for the amounts received in BWFHIERRENEE - & EmaEH|
advance. The contract liabilities will be recognized as revenue ERRNEmKREBRERP  6HARE
when control of the goods are transferred to the customers HE IR AU o
upon delivery of the goods.
The following table shows how much of the revenue recognized TRETHAEBESNEEERNBRAS
relates to carried-forward contract liabilities: o
2026 2025
2026 F 20254
HK$'000 HK$'000
FHET FHET
Revenue that was included in the contract 5T AR FHIA L B EEHH
liability balance at the beginning of the WA
year 126 781

Lung Fung Group Holdings Limited / Annual Report 2025/2026 171
HEUEEBERERAR/ TR T NEER



172

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e R AR AT
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26. DEFERRED TAXATION

The followings are the major deferred tax assets (liabilities)
recognized and movements thereon during the years ended 31

26. EEFIE

AT AE=2026%F %2025 3 A31H
FFERANETERELEHIEELE (BE)

March 2026 and 2025: REEH

Accelerated

tax
depreciation Tax losses  Provisions Others Total

EBIE
nE HERSE BB Hitr @it
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THEx FTHET THT TEx THET
As at 1 April 2024 R2024F4 A 18 2,998 6,604 - 477 10,079
(Charge) credit to profitorloss (B 1B# 1K) s ABE (1,856) (6,604) = 179 (8,281)
As at 31 March 2025 R2025%3 A31H 1,142 - - 656 1,798
(Charge) credit to profitorloss (B8 H0k) 5F AB % (485) - 4,996 (219) 4,292
As at 31 March 2026 R2026F3 A31H 657 - 4,996 437 6,090

As at 31 March 2026, the Group has unused tax losses of
approximately HK$17,790,000 (2025: HK$16,913,000). No
deferred tax asset has been recognized in respect of such tax
losses due to the unpredictability of future profits streams.

Other than tax losses arising from the PRC subsidiary of
approximately HK$3,205,000 (2025: HK$2,487,000) as at 31
March 2026 which will expire after 5 years from the year such
loss arises, other tax losses may be carried forward indefinitely.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

PROVISIONS

e MR AR T

Year ended 31 March 2026 £ 2026 3 A31 HIFF &

27.

B im

Provision for
restoration

costs

BERAE

BE

HK$'000

FAET

At 1 April 2024 MR2024F4 818 21,978
Additional provision for the year FRNREINEE 9,408
Utilization of provision ) (348)
At 31 March 2025 202593 A31H 31,038
Additional provision for the year FRREINEE 6,198
At 31 March 2026 7R2026F3 A31H 37,236

RETIREMENT BENEFIT PLANS
Defined contribution plans

The Group participates in a Mandatory Provident Fund Scheme
(the "MPF Scheme") established under the Mandatory Provident
Fund Schemes Ordinance in Hong Kong. The assets of the
schemes are held separately from those of the Group, in funds
under the control of trustees.

For members of the MPF Scheme, the employer and its
employees are each required to make contributions to the plan
at 5% of the employees’ relevant income, subject to a monthly
cap of HK$1,500.

The total expenses recognized in profit or loss of
HK$11,796,000 (2025: HK$8,966,000) for the year ended 31
March 2026 represent contributions paid/payable to the MPF
Scheme by the Group at the rate specified in the rules of the
plan.

28. RIKEHMET Sl

REMRKETE

AEBEZ2ERBERE(RIEIESE
SGRPDRIMBFMERTERFE ([52
EEEtE ) - FEANEEEAEENE
ENFART  AXEAEHNESRER -

HBELTEKEmMS  BELREEE
BAESEREEEBABNSY% M ZTE
W3 A LR A1,50087T °

HE2026F3A3IBILFELEE=ET
HE R HY B S 48 %8 11,796,000 7% 7T (2025
% 18,966,000 7T) fE A& B 1L 5T &7
e EM L RKmaEeTE B BN

MK -
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28. RETIREMENT BENEFIT PLANS (continued)

Defined benefit plan

Obligation to pay LSP under Hong Kong Employment
Ordinance (Chapter 57)

For entities now comprising the Group which operate in Hong
Kong, pursuant to the Hong Kong Employment Ordinance
Chapter 57, the Group has the obligation to pay LSP to
qualifying employees in Hong Kong under certain circumstances
(e.g. dismissal by employers or upon retirement), subject to a
minimum of 5 years employment period, based on the following
formula:

Last monthly wages (before termination of employment) X 2/3
X Years of service

Last monthly wages are capped at HK$22,500 while the
amount of long service payment shall not exceed HK$390,000.
This obligation is accounted for as a post-employment defined
benefit plan.

Meanwhile, the Group has made mandatory MPF contributions
under the MPF Scheme to the trustee who administers the
assets held in a trust solely for the retirement benefits of each
individual employee. The Mandatory Provident Fund Schemes
Ordinance passed in 1995 permits the Group to utilize the
Group’s mandatory MPF contributions, plus/minus any positive/
negative returns thereof, for the purpose of offsetting LSP
payable to an employee (the “Offsetting Arrangement”).

On 17 June 2022, the Government of the Hong Kong Special
Administrative Region gazetted the Employment and Retirement
Schemes Legislation (Offsetting Arrangement) (Amendment)
Ordinance 2022 (the “Amendment Ordinance”) which abolishes
the use of the accrued benefits derived from employers’
mandatory MPF contributions to offset the LSP (the “Abolition”).
The Abolition has officially taken effect on 1 May 2025 (the
“Transition Date").
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28. RETIREMENT BENEFIT PLANS (continued)

Defined benefit plan (Continued)

Obligation to pay LSP under Hong Kong Employment
Ordinance (Chapter 57) (Continued)

Under the Amendment Ordinance, the Group’s mandatory MPF
contributions, plus/minus any positive/negative returns, after
the Transition Date can continue to be applied to offset the
pre-Transition Date LSP obligation but are not eligible to offset
the post-Transition Date LSP obligation. Furthermore, the LSP
obligation before the Transition Date will be grandfathered
and calculated based on the last monthly wages immediately
preceding the Transition Date and the years of service up to that
date. The Amendment Ordinance has impact on the Group’s
LSP obligation with respect to employees that participate in MPF
Scheme and the Group has accounted for the LSP obligation,
taking into account the Abolition, in accordance with the
accounting policies disclosed in note 4.

In July 2023, the HKICPA published “Accounting implications
of the abolition of the MPF-LSP offsetting mechanism in Hong
Kong” which provides guidance for the accounting for the
offsetting mechanism and the impact arising from the abolition
of the MPF-LSP offsetting mechanism in Hong Kong.

The Group considered the accrued benefits arising from
employer MPF contributions that have been vested with the
employee and which could be used to offset the employee’s
LSP benefits as a deemed contribution by the employee towards
the LSP. Historically, the Group has been applying the practical
expedient in paragraph 93(b) of HKAS 19 to account for the
deemed employee contributions as a reduction of the service
cost in the period in which the related service is rendered.

8. IRIKEF5THE )

REBAE (&)

REFB(EREM) (F57F) XK
MRBENERE (E)

REBERTERG > RNBE B MK A&H
B 38 1M SR TR 2 R E R EE B
(o] ¥ A 4 48 A A R 8H R R B B AT R R B8
RBEEL  ETFAAERHEBEBH
BORMIRB SRS - I BERH
ANERPRBEEBHIZEZE AR
EZEEAPINKRAFREEZA
IEEVRTSFHIRTE - (BRI IRDIE 2 B
BeEfdlzRENASEREIRE 2
BERELARE BASEC2RERE
B R EATREN SRR R
HRBERH AR -

EBSHAASMN2023F7 AT &
PEEUH 8RB © B R HA IR TS < 3 i 51 RO
BIHHE]  REARHOEHATER
BABEUHEE S R ARG ¥
FREER R EIREIES| -

AEERERBRERY AR EHE
B RHIRSG & amr B X TE & P
EENREEaBRAEEHRIARES
RIEHR - —EUK  AEERAE
B ERTEAFE195EFEB0)RFTRAITT
BETE  BRERBHFIESREMRA
188 AR 7% HA ] AR 745 A AN O H0R0 B ©
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28. RETIREMENT BENEFIT PLANS (Continued) 28. RIRE@HM T2 )

Defined benefit plan (Continued)

Obligation to pay LSP under Hong Kong Employment
Ordinance (Chapter 57) (Continued)

Based on the HKICPA's guidance, as a result of the Abolition,
these contributions are no longer considered “linked solely to
the employee’s service in that period” since the mandatory
employer MPF contributions after the Transition Date can still
be used to offset the pre-transition LSP obligation. Therefore,
it would not be appropriate to view the contributions as
“independent of the number of years of service” and the
practical expedient in paragraph 93(b) of HKAS 19 is no longer
applicable. Instead, these deemed contributions should be
attributed to periods of service in the same manner as the gross
LSP benefit applying paragraph 93(a) of HKAS 19.

Movements in the present value of LSP obligation for the years
ended 31 March 2026 and 2025 were as follows:

RERAGE @)

REEB(EREM) (F57F) R
HRBENERR (E)

REFESTMAGNIES - BRER
HhHl - ZERKITBERESEERE
EZBRHENRBES ] BERBE
BHEE - efltEEERBESHTILAR
EEHER A RN RERB SRR -
At - 8 5% FHRAE S TR IR F 2R
BIBTIRE MAESEF 195
FBOEFTOATEE AN HFE
BBk ZEREHRFEERREL
2 AT RIS 195% 5% 93(a) B 1Y & HA IR 75
TRDAR BB AREHRE -

HE2026F N2025F3 A31HIEFE
MERBRFEEEFREZSHOT -

2026 2025
2026 F 20254
HK$'000 HK$’'000
FHER FHIT
Opening LSP obligation FUORHARBEEL 3,059 1,961
Current service cost & B AR 7% A A 812 555
Interest cost BB 109 83
Remeasurements recognized in other REMEANSERNETTE
comprehensive income
— Actuarial losses arising from — U BEBREDELEZRE
changes in financial assumptions 518 - 310
— Actuarial losses arising from — KBRABRELECREEE
experience adjustments 280 247
Benefits paid EEF = 97)
Closing LSP obligation FRRIBRBEET 4,260 3,059
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28. RETIREMENT BENEFIT PLANS (continued) 28. RRE R EH &l ()
Defined benefit plan (Continued) RERBANTE (&)
Obligation to pay LSP under Hong Kong Employment BESB(EBHERAD) (B57F) R
Ordinance (Chapter 57) (Continued) HRESHNERE (&)
2026 2025
2026 20254
HK$'000 HK$'000
FTET FHIT
The service cost is recognized within: AR %A AR T 5138 B MAER
Selling and distribution expenses SHE R 700 447
Administrative expenses TBR X 112 108
812 555
The average duration of the benefit obligation is 15.7 (2025: 2026F3 A31H - EFEFHFHEH
16.1) years as at 31 March 2026. MR A&15.74 (20254 - 16.14) o
Significant actuarial assumptions for the determination of the AREERARBERBIERRBE
LSP obligation are discount rates of 3.6% (2025: 3.6%) and BEEEN2026F3 A31H 2 BHE &
expected salary increase of 3.0% (2025: 3.0%) as at 31 March 3.6% (20254 : 3.6%) RTEHFH SR
2026. %3.0% (20254 : 3.0%) °
The sensitivity analysis below have been determined based on LA T 8URRE 2 4T DR IR B R i & 2B
reasonably possible changes of the respective assumptions REEMNESENRESEMETE  MATA
occurring at the end of the reporting period, while holding all B RER AT o

other assumptions constant.

e If the discount rate is 25 basis points higher (lower), e  2026%F3A31H IR K |
the LSP obligation would decrease by HK$157,000 F (T B&) 25 & & B - B & B AR 7
(2025: HK$116,000) (increase by HK$166,000 (2025: & 5 #8 4 157,000%8 7T (2025
HK$123,000)) as at 31 March 2026. £ : 116,000 % 7T) (38 50 166,000

77T (2025 4F 123,000 7)) ©

e If the expected salary increases (decreases) by 0.25%, e  2026F3A31H WEHEFS
the LSP obligation would increase by HK$35,000 (2025: A0 GR 4) 0.25%, @ BIl & B AR 15
HK$21,000) (decrease by HK$40,000 (2025: HK$23,000)) & & 7% #5312 A0 35,0008 JT (2025
as at 31 March 2026.  :21,000% 7T) OR 240,000 %

7T (2025 4F : 23,000787T)) °

The sensitivity analysis presented above may not be F 252 GRES TRV ERKED
representative of the actual change in the LSP obligation as it is fEsexH s ERE8  FRASE TR
unlikely that the change in assumptions would occur in isolation R REMR B R - SRR EE TN A A B
of one another as some of the assumptions may be correlated. P B S BEAE o
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29. CAPITAL 29. &7
The Group's capital as at 31 March 2026 represents the share REBER2026F3 A31 8 2 RA T8
capital of the Company. PN/ N
Ordinary shares of HK$0.0001 each S RMEE0.0001 & THEER
Nominal value
Number of of ordinary
shares shares
B EE ZEREE
HK$
ABIT
Authorized EE
At 3 October 2025 (date of incorporation) 72025410 A 3 B (k2
and 31 March 2026 HHI) % 20263 A31H 3,900,000,000 390,000
Issued and fully paid ERITRHBE
At 3 October 2025 (date of incorporation) 720254 10 A 3 B
(FEfAZ B HR) 1 =
Issue of shares as part of the BIIROEABEEN—FH
Reorganization (note 2) (KF5E2) 999,999 100
At 31 March 2026 7R 20263 A31H 1,000,000 100
= Less than HK$ 1 * DLRI1ET
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B RANE

Year ended 31 March 2026 £ 2026 3 A31 HIFF &

29. CAPITAL (Continued) 29. IRA ()
The Group’s capital as at 31 March 2025 and 1 April 2024 AEEMN2025F3 A31H K2024F 4
represents the aggregate issued share capital/registered capital A1BZRADERFERKAAEBRNE
of entities now comprising the Group as follows: BERTRA FAMERBBEOT :
As at As at
31 March 1 April
2025 2024
P 20254 2024 F
3H31H 4H1H
HK$ HK$
BT BT
Able Harvest Asia Investment Limited BEEAKRERRAT] 1 1
Access Holdings Limited FEREEFRAA 1 =
Allied Way International Investment Limited S #E BB 1% & A R A A) 100 100
Best Harvest Enterprises Limited ERPCERRAA 100 100
China Smart Capital Investment Limited ERAIEHR QA 10,000 10,000
Dai Ching Holdings Company Limited ANIEZERERAF 100 100
Dragon Mind Creation Limited BRI AR A A 100 100
Fancy Mind Corporation Limited HEBRAA 1 1
Forever Rising Worldwide Limited KAIRKERAH 1,000 1,000
Full Honest Asia Limited EHEMER A 1 1
Full Well International Enterprise Limited ~— z5 2B E B R A A 1 1
Gain Ocean International Limited w B AR A 100 100
Golden Period Management Limited TR EEARAA] 1 1
Great Dragon Industrial Limited EREEZEARAR 1 1
Great Harvest Asia Investment Limited EERAKRERBRAA 1 1
Great Harvest Enterprise Limited REPEARAA 1 1
Harvest Concept International Limited LR ERAR 1 =
Huge Harvest Trading Limited AEEZERAH 100 100
Lucky Talent Corporation Limited BEHEZEFRAA] 1 1
Lung Fung Dispensary (3rd Store) Limited BEZEE (F=5/5) BR Q7 100 100
Lung Fung Dispensary (Main Store) Limited 5E % 22 % (4 E) B[R A 7 100 100
Lung Fung Investment (China) Limited BEEKE (hH)BRAF 100 100
Lung Fung Investment (Japan) Limited BEERE(AAR)BRAF 100 100
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29. CAPITAL (continued) 29. M7 ()

As at As at
31 March 1 April
2025 2024
720254 2024
3H31H 4H1H
HK$ HK$
BT BT
Lung Fung Pharmaceutical (Group) Limited 3 22% (££8)) ﬁlﬁ 137,000,000 137,000,000
Man Fung Dispensary Limited XEEEFRA 100 100

Man Wah Health Limited (formerly known S #EFE AR A 7 (R
as Man Wah Dispensary Limited) Yi%ﬁ%ﬁﬁﬁ al) 100 100
Max Dragon Capital Investment Limited BEEE ﬁlﬁ 10,000 10,000
Max Great Corporation Limited EEBERA 1 1
Pearl Lake Global Limited Pearl Lake Global Limited 8 8
Rich More Investment Limited REREERA 1 =
Rich Stand Limited ERBRAA 1 =
Robust Harvest Asia Limited BELTRKERATA 100 100
San Fung Health Limited Y REBRAERAR 1 1
Success Power Industrial Limited HEREZEFRAR 1 1
Tai Fung Medicine Company Limited REZZFRAA] 100 100
Tai Tak Pharmacy Limited ANEEEFRAF] 100 100

Top Harvest Pharmaceuticals Company hEEZLFRAA

Limited 100 100
True Harvest Dispensary Company Limited =2 ZZ5= 5 [R A 7] 100 100
Well Harvest (China) Limited =2 (R BRA 100 100
137,022,824 137,022,820
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENT

29. CAPITAL (Continued)

The movements in capital during the years ended 31 March

e M HRRME

Year ended 31 March 2026 £ 2026 3 A31 HIFF &
29. B @)

NE Z20264F K 202563 A31 0 IE&E

2026 and 2025 are as follows: EORAEHNAT :
HK$
BT
At 1 April 2024 R2024F4 8 1H 137,022,820
Issue of shares: BTG
— Access Holdings Limited — EREEBRAH 1
— Harvest Concept Investment Limited — REEEARAR] 1
— Rich More Investment Limited — ABEREBRAA] 1
— Rich Stand Limited — ERERAF] 1
At 31 March 2025 20253 A31H 137,022,824

Transfer to other reserve upon group
reorganization

SESHREBREHMERE
(137,022,824)

Issue of shares by the Company RRARIETRG 100
At 31 March 2026 7R2026F3 A31H 100

Upon the listing of the Company’s shares on 5 June 2026, the
Company issued and allotted 374,000,000 new shares as a
result of the Capitalization Issue (as defined in note 39) and
125,000,000 new shares as a result of the Global Offering.

RARRRRRMDMKR2026F6 A5H £
% AREABARET(EERWE
39) i % 77 & B % 374,000,000 A% 1 %
- WEETEHRBEEMBEIT RE®

Details are disclosed in note 39.

125,000,000 A% 7 B% 17 o 5% 15 8 A M &
39
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Year ended 31 March 2026 &= 20263 A31 HILFE

30. OPERATING LEASE ARRANGEMENTS

31.

The Group as lessor

All of the properties held by the Group for rental purposes have
committed leases for the next 3 years (2025: 3 years) as at 31
March 2026. The lessee does not have an option to purchase
the property at the expiry of the lease period.

Undiscounted lease payments receivable on leases are as
follows:

0. REHELHE
AEBEEAHBAA
MR2026F3 A31H  AEEFERE
RSB T A WL AR 3F (20254 ¢
3E)NEDAKEE - AFARHEEH
[EmE Tl EE S XM ERRIEE -

HEMRUABBHEENZTET

2026 2025
2026 F 2025 F
HK$'000 HK$’000
FE& T FHETT
Within one year —F R 4,267 5,759
In the second year £ 4F 2,761 2,154
In the third year F=F 97 648
7,125 8,561

CAPITAL RISK MANAGEMENT 31. EAXEREIR

The Group manages its capital to ensure that entities in the
Group will be able to continue as a going concern while
maximising the return to shareholders through the optimisation
of the debt and equity balance. The Group’s overall strategy
remains unchanged from the prior year.

The capital structure of the Group consists of net debt, which
includes amounts due to related parties, bank borrowings and
lease liabilities disclosed in notes 20, 23 and 24 respectively,
net of cash and cash equivalents, and equity of the Group,
comprising capital and reserves.
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e MR AR T

Year ended 31 March 2026 &= 20263 A31 HILFE

CAPITAL RISK MANAGEMENT (continued)

The management reviews the capital structure from time to
time. As a part of this review, the management considers the
cost of capital and the risks associated with the capital. Based
on recommendations of the management, the Group will
balance its overall capital structure through new share issues,
the payment of dividends and the issue of new debt or the
redemption of existing debt.

FINANCIAL INSTRUMENTS

(a) Categories of financial instruments

31.

32.

BARRRE IR #)

BEE TR EARE - (FRU R
M—#n EREEEEAKAREE
AEENRR REEEEBRZSZ A%
BB BB TR - IR RS R BT R
EXERREGEKETATFEREER
R o

TRt TR

() €M I EEHI

2026 2025
2026 £ 20254F
HK$'000 HK$'000
FE T TET
Financial assets SREE
At amortized cost birg: F DN 185,813 412,366
Financial liabilities EtRmEE
At amortized cost WK A= 704,914 894,901

(b) Financial risk management objectives and
policies

The Group’s financial instruments include trade and other
receivables, amounts due from (to) related parties, cash
and cash equivalents, trade and other payables, bank
borrowings and bank overdrafts. Details of the financial
instruments are disclosed in respective notes. The risks
associated with these financial instruments include
market risk (currency risk and interest rate risk), credit
risk and liquidity risk. The policies on how to mitigate
these risks are set out below. The management of the
Group manages and monitors these exposures to ensure
appropriate measures are implemented on a timely and
effective manner.

(b) MEEREDREEREABRK

AEENERIAREES A
i & WK IR - e () A B 7 3K
R RERBRSEEY BHRHE
flo FE A FRR - RITBERRRITIE
X2 BT EMFBEREREME
BERE -BtESRTARABNE
REEmEER (B8R RN =
REk) - EERRMRB IR
6 68 40 fa] B0 B 1Lt 3 L B O R SR &R
ST - AKREEREEEERE
EZERBMO - BRREEER
BEREERER -
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32. FINANCIAL INSTRUMENTS (continued) 32. @ T E @)
(b) Financial risk management objectives and (b) B EREREH FEHEKE

policies (Continued)
Market risk
Currency risk

The Group has foreign currency purchases which expose
the Group to foreign currency risk.

The carrying amounts of the Group’s significant foreign
currency denominated monetary assets and monetary
liabilities at the end of the reporting period are as follows:

(&)

™5 E

E% R

AEBEETHERE EmMSA
& B E ER SN S LR o

RBEHR NEBEBLUINE
AENEEEEEREEEAE
BREEHNT :

Assets Liabilities
BE afE
As at 31 March As at 31 March
R3A31H M3A31H
2026 2025 2026 2025
2026 F 20254 2026 & 20254

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

FTHBT FHET FET TET
US$ ETT - = 5,657 3,306
JPY H 689 202 550 787
RMB ARE 1,259 678 808 808

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 arise.
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32. FINANCIAL INSTRUMENTS (continued)

(b) Financial risk management objectives and

policies (Continued)
Market risk (Continued)
Currency risk (Continued)
Sensitivity analysis

The following table details the Group'’s sensitivity to a 5%
increase and decrease in HK$ against the relevant foreign
currencies. 5% is the sensitivity rate used when reporting
foreign currency risk internally to key management
personnel and represents management’s assessment of
the reasonably possible change in foreign exchange rates.
The sensitivity analysis includes only outstanding foreign
currency denominated monetary items and adjusts their
translation at the end of the reporting period for a 5%
change in foreign currency rates. A positive number below
indicates an increase in post-tax profit for the year, where
HK$ strengthens against the relevant currency. For a 5%

32. 2Rt T A

(b) ¥EEBEEEREARK

(%)

TIEER (&)
EHE L (&)
BURE DT

TRFIAREEE BT ABREIN
HEERTTERS% W BREE 5% )3
MEREEABAIERINER
SRERANSERELE KRE
BEHERS IR AL H BT -
FREDSMEBEREBNINEG
FHEERIEE  UHEXREEH5%
HEBEREMARANELHE TX
EBRTETLBABESTHER
F A BR B 1RO0E M R B 00 - 18
TRBEEEERESS  HHER
ELFBRHERNZE ATERE

weakening of HK$ against the relevant currency, there BEREH -
would be an equal and opposite impact on profit or loss
and the amounts below would be negative.
2026 2025
2026 20254
HK$'000 HK$'000
THET THETT
Impact on profit or loss HiEZHWEE
uss$ e 236 138
JPY H (6) 24
RMB AR (19) 5

In management’s opinion, the sensitivity analysis is
unrepresentative of the inherent foreign exchange risk
as the year end exposure does not reflect the exposure
during the year.

EEERR BRENNKE
o RBRAESNER R - REZEF
R HY [ 2 i oK BE = BRI O [
Rk o
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32. FINANCIAL INSTRUMENTS (continued)

(b) Financial risk management objectives and

policies (Continued)
Market risk (Continued)
Interest rate risk

The Group is exposed to fair value interest rate risk in
relation to fixed-rate amounts due from related parties,
bank borrowings and lease liabilities. The Group is also
exposed to cash flow interest rate risk in relation to
variable-rate bank balances, bank borrowings and bank
overdrafts. The Group’s cash flow interest rate risk is
mainly concentrated on the fluctuation of interest rates
on bank balances and Hongkong Interbank Offered
Rate arising from the Group’s HK$-denominated bank
borrowings. The Group aims at keeping borrowings
at variable rates. The Group manages its interest rate
exposures by assessing the potential impact arising from
any interest rate movements based on interest rate level
and outlook. The management reviews the proportion of
borrowings in fixed and floating rates and ensure they are
within reasonable range.
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32. FINANCIAL INSTRUMENTS (continued)

(b) Financial risk management objectives and
policies (Continued)

Market risk (Continued)

Interest rate risk (Continued)

Total interest income from financial assets that are
measured at amortized cost and total expense from

financial liabilities that are measured at amortized cost are
as follows:

32. & T B &)

(b) ¥EEBEEEREARK

(%)
mEER ()
T 2 2 (4E)

REHKATENSREENS
WARBERZEHEXAFTENS
BMEERABENAT

2026 2025
2026 F 20254
HK$'000 HK$'000
FTET FAT
Interest income on financial assets at REHEK AT ENEREERN
amortized cost MEHA 20,715 16,157
Interest expenses on financial liabilities & # Ak At EH SR A B
at amortized cost MERX 21,892 33,399
Sensitivity analysis BRRE DT
The sensitivity analysis below has been determined A TBRE DT E \i&iiﬁﬂﬂi
based on the exposure to interest rates at the end of B K @ i O W EE o AT D

the reporting period. The analysis is prepared assuming
the financial instruments outstanding at the end of the
reporting period were outstanding for the whole year.
A 100 basis point increase or decrease in variable-rate
bank borrowings and bank overdrafts are used when
reporting interest rate risk internally to key management
personnel and represents management’s assessment of
the reasonably possible change in interest rates. Bank
balances are excluded from sensitivity analysis as the
management of the Group considers that the exposure of
cash flow interest rate risk arising from variable-rate bank
balances is insignificant.

BRABEHRREENESHRT
ARBEFEAOREEMRE
MEREEABABHRSEMNEE
B BRI R IT AR
HR1T3E 2 100 B IR - b=
EEEHNESEAEEHF
fly - RITERARRABURE DT -
RARAEEEEERRFBAH

KIRITA ﬁ%?iﬁ’]iﬁé/ ERx
JEN o mE R
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32. FINANCIAL INSTRUMENTS (continued)

(b) Financial risk management objectives and

policies (Continued)
Market risk (Continued)
Interest rate risk (Continued)
Sensitivity analysis (Continued)

If interest rates had been 100 basis points higher/
lower and all other variables were held constant, the
Group’s post-tax profit for the year ended 31 March
2026 would decrease/increase by HK$2,007,000 (2025:
HK$3,887,000), which is mainly attributable to the
Group's exposure to interest rates on its variable-rate
bank borrowings and bank overdrafts.

Credit risk and impairment assessment

Credit risk refers to the risk that the Group’s
counterparties default on their contractual obligations
resulting in financial losses to the Group. The Group's
credit risk exposures are primarily attributable to trade
receivables, other receivables and deposits, amounts
due from related parties, bank balances and financial
guarantee contracts. The Group does not hold any
collateral or other credit enhancements to cover the credit
risk associated with their financial assets and financial
guarantee contracts.

Lung Fung Group Holdings Limited / Annual Report 2025/2026
REEEZERARAR/ T -1/ T FFR

LT B
(b) MXEREEBZEKRE

(&)

Wi E kR ()

T 2 2 (%)

BURE DT (&)

@ A& £ F /T F& 100 &2 25 A
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32. FINANCIAL INSTRUMENTS (continued) 32. e TR

(b) ¥EEBEEEREARK

(b) Financial risk management objectives and

policies (Continued)
Credit risk and impairment assessment (Continued)
Trade receivables arising from contracts with customers

Trade receivables arising from retail sales represent
amounts receivable from electronic payment service
providers and online platforms which are mainly banks
and other financial institutions and online platform
providers and who have high credit ratings assigned by
international credit rating agencies. In this regard, the
directors of the Company consider that the Group’s credit
risk is significantly reduced.

For trade receivables arising from wholesale sales, in order
to minimize the credit risk, the management of the Group
has delegated a team responsible for determination of
credit limits and credit approvals. Before accepting any
new customer, the Group assesses the credit quality of
each potential customer and defines a credit rating and
limit for each customer which are reviewed regularly by
the management. Other monitoring procedures are in
place to ensure that follow-up action is taken to recover
overdue debts. In this regard, the management considers
that the Group's credit risk is significantly reduced.

The Group performs impairment assessment under ECL
model on trade receivables and has applied the simplified
approach to measure the loss allowance at lifetime ECL.
Trade receivables arising from retail sales have been
assessed for ECL individually based on external credit
rating. Trade receivables from wholesale customers are
assessed for ECL individually based on internal credit
rating. No significant lifetime ECL is recognized on the
Group's trade receivables considering their external credit
rating (if available), repayment history and historical
default experience of the counterparties.

(%&)

FERBRRBERG(E)

KEEFEHNZEZEMHE

TEHEEENE HRWKIAR
EWE T RGHEER k&L
FEMFIE ZEHREFLFSE
TERRITEEMSBEEIAR
mEFPEMER REEBRE
EFAMBERTSEETFR -
HME ARAEETR/AEE
MEERRE KERE -

AU BHEELNE R WRIA
mE AEEREEERR &
SEEEECZR—XBBEEER
BEEFERBREESEM HEE
MEFFELA  AEESFG
EREREFPNEEEZ YA%
EFREGEFANRE HMA
EEETHmE AEEINEK
HMEERER  BEARKREBET
BLETBMER M E -
EEERRAEENGEERARD
RIEFER o

AEEHE S RUKARBEDR
EEERRIVETRENG XL
ERABLETE B2HBEHEER
BEEAEREBE TEHEE
ERE S ERBFBETIRIEINERE
EFEEAFEEREERE-
KERBEFHE H R UWFIAL
RIBE A EB1E & 77 AR (E Bl & 14 T8 58
FEEER -KEEXFHFHIH
MEEFE(WNE)  BRLER
BEENLR AEBEHREK
RIBRERERMERZHELRE
BEE -
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32. FINANCIAL INSTRUMENTS (continued)

(b) Financial risk management objectives and

policies (Continued)
Credit risk and impairment assessment (Continued)

Other receivables, deposits and amounts due from related
parties

For other receivables and deposits and amounts due from
related parties, the management makes periodic individual
assessment on the recoverability of other receivables,
deposits and amounts due from related parties based on
historical settlement records, past experience, and also
guantitative and qualitative information that is reasonable
and supportive forward-looking information.

As there is no significant change in the credit profile
of the counterparties, the management of the Group
considers that there are no significant increases in credit
risk of these amounts since initial recognition. As such,
the Group assesses the amounts for impairment based
on 12m ECL under the ECL model. No significant 12m
ECL is recognized considering the financial background,
repayment history and historical default experience of the
counterparties.

Bank balances

Credit risk on bank balances is limited because the
counterparties are reputable banks with high credit
ratings assigned by international credit agencies. The
Group assesses 12m ECL for bank balances by reference
to information relating to probability of default and
loss given default of the respective credit rating grades
published by external credit rating agencies. No significant
12m ECL is recognized based on the low average loss
rates of the counterparties.

Lung Fung Group Holdings Limited / Annual Report 2025/2026

EREKEZRERAT/ —F

NEFR

gt

s T E @

(b)

MHEREREBFEEBR
(&)

FERRRBERG(E)

ﬁ@ﬁ%ﬁﬁWﬁﬁﬁﬁﬁW@
B 5 500

S E i B UK BN TE R IR S LA R IR
M ARENS EEEBERB
FHEELE BEEBRAREE
BAYHENTEERTEMHATEMYE
AR EHEEMBERRIE &
B DA T FE U B BE 75 RKIE A9 AT I ]
Mt 7T RIFEAS o

ARXSHEFHNEERARLEE
REE AKEEEERRE N
JATER AR - LB ENEEE

B MBEE M A AKE
EREREEBRER  ER12
EABEREEBERF ARESER -
REERZHFNWHER &
RSB EROKLR  KRER
EMEXR12EABREEERE -

RITEHNEERRER  RE
ERXRGEFEREBREERBR
TREEFRNMARIT - XK
BRE2SEINPEEFREBEM
MEEETREFRBAEOKE
HENEBRZXER FRRITHE
HRE1I2EAEREERR - ER
XHZHEFFHEERRE  KE
REFMER12EARBEERS -



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B RANE
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32. FINANCIAL INSTRUMENTS (continued) 32. e TR

(b) ¥HERBEZEERERK

(b) Financial risk management objectives and

policies (Continued) (&)
Credit risk and impairment assessment (Continued) FEERBRRBEENMG (E)
Financial guarantee contracts BB ERE R

For financial guarantee contracts, the amount of
bank facilities utilized by a related party in respect of
which financial guarantee contracts have been issued
to banks by the Group amounted to HK$75,077,000
(2025: HK$92,409,000) as at 31 March 2026. The fair
value of this financial guarantee, as at date of initial
recognition, was considered insignificant. At the end of
the reporting period, the management of the Group has
performed impairment assessment, and concluded that
there has been no significant increase in credit risk since
initial recognition of the financial guarantee contracts.
Accordingly, the loss allowance for financial guarantee
contracts issued by the Group is measured at an amount
equal to 12m ECL. No loss allowance was recognized in
the profit or loss as the amount of the loss allowance was
not significant. Such financial guarantee has been released
upon the Listing.

The Group is not subject to significant concentration of
credit risk.

HRUBRERRELOME - 7K2026F
3A318  AEEREITEDE
BEREHNMIRZEHBATESD
FR1T B & 58 & 75,077,0007% 7T
(20254 : 92,409,000/ 7T) ° It
MBERRVBERBEHNAT
BEERAETEKR RBEHK -
AEBERECETRENG
WREHERRAEBMBERELN
s R - 5 E R EE
ERIN-BY AEBEBELENH
BEREANEBEBBERERRN
NREABHEEEENSENE -
HREEREESETTEKN K
RRIEZFREREMEBEEE-
ZEeRMBERER LHERR -

AEBARAEBREANEERRESD

B -
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32. FINANCIAL INSTRUMENTS (continued) TR T H )
(b) Financial risk management objectives and (b) B EREREH FEHEKE

policies (Continued)

Credit risk and impairment assessment (Continued)

The Group's internal credit risk grading assessment

(&)

FERRRBERG(E)

AEBEABEERR S RFEE

comprises the following categories: EUATEER
Internal credit Trade Other financial
rating Description receivables assets
REEEFR HA EZEWFMIE HttemEE
Low risk The counterparty has a low risk of default and does  Lifetime ECL—  12-month ECL
not have any past-due amounts not credit-
impaired
1K 2 B RH5HEFEHRRK - BEE (8 EHRIE ZHFEHESE 12EAEESE
BE —KEE EBRE
B
Watch list Debtor frequently repays after due dates but usually Lifetime ECL—  12-month ECL
settle after due date not credit-
impaired
BxuE BEBEALERIHBRER BEBFEIHA®RZR 2HEHEE 12@AEHE
wEE BE —KEE EBR
BB
Doubtful There have been significant increases in credit risk Lifetime ECL Lifetime ECL
since initial recognition through information — not credit- — not credit-
developed internally or external resources impaired impaired
AJ k¢ BRERAR  FRANERENINBERAE 2HBEHEE 2HEHAEE
BRBREERBRBEEE M BB —KE BE—KREE
ERME B
Loss There is evidence indicating the asset is credit- Lifetime ECL Lifetime ECL
impaired — credit- — credit-
impaired impaired
BE ERBRTZEECEEEERE >HEHREEE 2HEHEEE
B—FERE B—EERE
Write-off There is evidence indicating that the debtor is in Amount is Amount is
severe financial difficulty and the Group has no written off written off
realistic prospect of recovery
s EEBRETERANGRRENKRE  BAKE SBTUME ST TUAME

EERA KO A SR
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32. FINANCIAL INSTRUMENTS (continued)

Year ended 31 March 2026 £ 2026 3 A31 HIFF &

(b) Financial risk management objectives and

policies (Continued)

Credit risk and impairment assessment (Continued)

The tables below detail the credit risk exposures of the

2. et T A

(b) ¥HERBEZEERERK

(%)

FEE R KR A ()

TRAINAEESREE LMK

Group's financial assets and financial guarantee contracts, EREANEERRMO - £8
which are subject to ECL assessment: EITEBEE BB
Gross carrying amounts
REAE
As at 31 March
®3A31A
External Internal 12mor
creditrating  credit rating  lifetime ECL 2026 2025
28R
ABEERR ABEENR 2HRBFEER 2026F 2025%
Notes HKS$'000 HK$'000
Wiz Tén TR
Financial assets at amortized cost REBERRIIBNEREE
Trade receivables ECILE 19 P N/A Lifetime ECL 7,199 5229
— not credit-impaired
(individual assessment)
P-1 T LHRBEEERR
—KEERE
(TERIEF{E)
/A Low risk Lifetime ECL 2,671 2,964
— not credit-impaired
(individual assessment)
Tl ERR LHRBEEERR
—KEERE
(TERIEF{E)
10,470 8,193
Other receivables and deposits HiERFER S 19 NA Low risk 12mECL 64,215 53,914
Tl fidl NEARREERE
Amounts due from related parties EREEHRE 20 NA Low risk 12mECL 37,487 289,077
T@Em EER NEREHEEFE
Bank balances RITEH 21 P NA 12mECL 65,700 55,967
P-1 TEm NEREHEEFE
Other item iR
Financial guarantee contracts BBEREND 35 NA Low risk 12mECL 75,077 92,409
TR EER NEARBEERE
Note: For financial guarantee contracts, the gross carrying amount M RV BEREAMS  REAE
represents the maximum amount the Group has guaranteed EASERBEMERAEHOMERY

under the respective contracts.
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32. FINANCIAL INSTRUMENTS (continued)

(b) Financial risk management objectives and

policies (Continued)
Liquidity risk

In the management of the liquidity risk, the Group
monitors and maintains a level of cash and cash
equivalents deemed adequate by the management to
finance the Group’s operations and mitigate the effects of
fluctuations in cash flows. The management of the Group
monitors the utilization of bank borrowings and ensures
compliance with loan covenants.

The Group relies on bank borrowings and bank overdrafts
as a significant source of liquidity. As at 31 March 2026,
the Group has available unutilized overdraft and short-
term loan facilities of approximately HK$255.8 million
(2025: HK$185.3 million).

The Group entered into supplier finance arrangement to
ease access to credit for its suppliers. A substantial portion
of the Group’s trade payables is subject to supplier
finance arrangement with a few banks. This results in
the Group having obligation of settlement concentrated
in that party. The facility for borrowings under supplier
finance arrangement is entered into for a period of 3
months. As at 31 March 2026, the Group has available
unutilized facility for such supplier finance arrangements
of approximately HK$307.7 million (2025: HK$224.7
million). Details of the arrangements are set out in note
23.

The above overdraft and short-term loan facilities and
supplier finance arrangements were subject to combined
limits under the bank facilities granted by the relevant
banks. As at 31 March 2026, the aggregate combined
limit for these facilities amounted to approximately
HK$894.9 million (2025: HK$928.7 million), of which
approximately HK$338.7 million (2025: HK$308.1 million)
was unutilized.
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Year ended 31 March 2026 £ 2026 3 A31 HIFF &

32. FINANCIAL INSTRUMENTS (continued)

(b) Financial risk management objectives and

policies (Continued)
Liquidity risk (Continued)

Details of the going concern assessment are set out in
note 2.

The following table details the Group’s remaining
contractual maturity for its financial liabilities and lease
liabilities. The table has been drawn up based on the
undiscounted cash flows of financial liabilities and lease
liabilities based on the earliest date on which the Group
can be required to pay. Specifically, bank loans with a
repayment on demand clause are included in the earliest
time band regardless of the probability of the banks
choosing to exercise their rights. The maturity dates
for other financial liabilities are based on the agreed
repayment dates.

The table includes both interest and principal cash
flows. To the extent that interest cash flows are based
on variable rate, the undiscounted amount is derived
based on management’s best estimates at the end of the
reporting period, taking into consideration interest rate
curve, if available.

32. 2Rt T A

(b) ¥HERBEZEERERK

(%)

RE R ()

BT R RN 2 -

TRFJNAEESREBREE
BEZRBRENINHAAE - ZRTI
RESREBEREERABZ RN
ARERERHE NAKERR
AR ERNRZ A REE-
BEME MAERBRKEEGERK
MIRTTENR  THBITEETRE
Rz getanf - HIAKE
mEERER - HtE@RAEN
AHARABEERERSEE -

ZREBENMNERAGTHERE -
WA BRERETIERFE X
AECARMREBILERERE
ERHEPRNRELAEER
H WEABRGSBER T HARNE
HAREE
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Year ended 31 March 2026 &= 20263 A31 HILFE

32. FINANCIAL INSTRUMENTS (continued) 32. @Rt L H &)
(b) Financial risk management objectives and (b) HERABEEEFEEBEK
policies (Continued) (&)
Liquidity risk (Continued) B R B (A
Liquidity tables TENERIE
Weighted
average  Ondemand Total
effective  orlessthan 1 month to 3 months 1year Over  undiscounted Carrying
interest rate 1month 3 months to 1year to 5 years 5 years cash flows amount
nE¥H RERY 18R % FER
BRAZz MR 3@ 3fERE1E 15555 BB5F HREREAR BEE

% HK$'000 HK$'000 HK$000 HK$'000 HK$000 HK$000 HK$'000
TR FiEL TR FiEn TR FiEn TR

As at 31 March 2026 #2026%3A318
Trade and other payables BARAMENIE - 132,888 - - - - 132,888 132,888
Amounts due to related parties  FEfIEREE 508 - 15,789 - - - - 15,789 15,789
Bank borrowings BIER
— fived-rate —EeF% 349 315,848 - - - - 315,848 315,848
— variable-rate — 3B 3.26 221,596 - - - - 227,59 221,596
Lease liabilities HEAE 5.74 19,331 36,150 144,483 194,514 4119 398,597 312,141
Bank overdrafts RITEX 378 12,793 - - - - 12,793 12,793
724,245 36,150 144,483 194,514 4119 1,103,511 1,077,661
Financial quarantee contracts ~ BTEHERAH - 75,077 - - - - 75,077 -
As at 31 March 2025 R2025€3A31R
Trade and other payables ESREMERTE - 125,493 - - - - 125,493 125,493
Amounts due to related parties  EIBIEE H 7B = 12,836 - - - - 12,836 12,836
Bank borrowings RITER
— fixed-rate — B = 548 291,011 = = = = 291,011 291,011
— variable-rate —FEE 384 360,512 - - - - 360,512 360512
Lease liabilities HEaE 586 13,865 28,549 109,976 135,682 4119 292,191 265,267
Bank overdrafts FAEY 426 105,049 = = = = 105,049 105,049
908,766 28,549 109,976 135,682 4119 1,187,092 1,160,168
Financial quarantee contracts BT HERAH = 92,409 - - - - 92,409 -
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Year ended 31 March 2026 £ 2026 3 A31 HIFF &

32. FINANCIAL INSTRUMENTS (continued) 32. e TR

(b) Financial risk management objectives and
policies (Continued)

Liquidity risk (Continued)

Bank loans with a repayment on demand clause are
included in the “on demand or less than 1 month” time
band in the above maturity analysis. Taking into account
the Group's financial position, the management does not
believe that it is probable that the banks will exercise their
discretionary rights to demand immediate repayment.
The management of the Group believes that such bank
loans will be repaid after the end of the reporting period

(b)

BHEBEEBRFEEREK

(%)
BN R (45)

B 7 1 B SR E B AR SRITE K
EMA LB AR R ER
M ERRREER - &5 R
AEEMBAN  EEER/R
1717 62 B 15 4 22 S S7 V& SR A9 7]
BEUETK - AEEEEERSI
BRITERBRERHHET AN
FEERBEH REmERARRE

in accordance with the scheduled repayment dates set out B o FFIBENTE
in the loan agreements. Details are set out in the table
below:
Total
Less than Tyearto  2yearsto Over undiscounted Carrying
1year 2 years 5 years 5years  cash flows amount
AER
RenE
SME  15Z2F 2FE5E HESE Ag KEE
HK$'000 HK$'000 HK$'000 HK$'000 HK§'000 HK$'000
TAL TAL TAL Tix TAT Thx
As at 31 March 2026 R2026%3A318 460,860 1411 37,552 50,283 562,806 543,444
As at 31 March 2025 R20253A318 472,666 46,068 79,820 84,490 683,044 651,523
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Year ended 31 March 2026 &= 20263 A31 HILFE

32. FINANCIAL INSTRUMENTS (continued)

(b) Financial risk management objectives and

(c)

policies (Continued)
Liquidity risk (Continued)

The amounts included above for financial guarantee
contracts are the maximum amounts the Group could
be required to settle under the arrangement for the full
guaranteed amount if that amount is claimed by the
counterparty to the guarantee. Based on expectations
at the end of the reporting period, the management
considers that it is not probable that any amount will be
payable under the arrangement. However, this estimate
is subject to change depending on the probability of the
counterparty claiming under the guarantee which is a
function of the likelihood that the financial receivables
held by the counterparty which are guaranteed suffer
credit losses.

The amounts included above for variable interest rate
instruments are subject to change if changes in variable
interest rates differ to those estimates of interest rates
determined at the end of the reporting period.

Fair value measurements of financial
instruments

The directors of the Company consider that the Group’s
carrying amounts of financial assets and financial liabilities
recorded at amortized cost in the consolidated financial
statements approximate to their fair values.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

33. NOTES TO THE CONSOLIDATED STATEMENT  33.

OF CASH FLOWS

e MR AR T

Year ended 31 March 2026 &= 20263 A31 HILFE

(a) Reconciliation of liabilities arising from (a)

financing activities

The table below details changes in the Group's liabilities

arising from financing activities, including both cash

and non-cash changes. Liabilities arising from financing

activities are those for which cash flows were, or future

cash flows will be, classified in the Group’s consolidated

statement of cash flows as cash flows from financing

activities.

Amounts due
to related Lease
parties liabilities

s

BRANE HEAR
HK$'000 HK$'000

meaReRERME

MEETHELENEEYHER

TRFVNAKEARELZDHES
WMEEES ERESHEIFRSE
B MEIPELNBEEH
REREERIAKRAERER
RAEBGERERERTHEE
RBERDHHEEREETWEE -

Bank Accrued
borrowings issue costs Total
fest
RITER RIRE @t

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

TAT TAT TAT TATL TAT
At 1 April 2024 R2UE4R1H 43,141 21,059 669,279 - 938,679
Financing cash flows BERETE (68,305) (164,634) (1,117,492) = (1,350,431)
Borrowings raised under supplier  BEFEBETH TEEMEN
finance arrangement = = 1,070,663 = 1,070,663
New leases entered/leases modified Tz /B EHHEE - 190,574 - - 190,574
Interest expenses HERR - 18,068 29,073 - 47141
Dividends declared EERRE 33,000 - - - 33,000
At 31 March 2025 R2025F3A318 12,836 265,267 651,523 - 929,626
Financing cash flows BERETE 2,953 (205,511) (1,338,648) (3,481) (1,544,687)
Borrowings raised under supplier  EERERBELTH TEEMER
finance arrangement - - 1,210,613 - 1,210,613
New leases entered/leases modified ~ $z]75 /BEHHEE - 293,183 - - 293,183
Issue costs recognized ERRRINA - - - 4,361 4,361
Prepaid issue costs recognized BREZBARANA - - - by} 2
Interest expenses HERX - 19,808 19,956 - 39,764
At 31 March 2026 20264534318 15,789 372,747 543,444 902 932,882
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Year ended 31 March 2026 &= 20263 A31 HILFE

33. NOTES TO THE CONSOLIDATED STATEMENT  33. 475
OF CASH FLOWS (Continued)

BIReRERMN T @

(b) Information of supplier finance (b) HHEFRMELZHNER
arrangements
2026 2025
2026 F 20254F
HK$’000 HK$'000
THET FET
Carrying amount of the financial SZHEBRE THRRH
liabilities that are subject to SRAENEREE
supplier finance arrangements
— Presented as part of “bank —ERIRITEFRIN—5
borrowings” (note 23) 275 (M5 23) 313,545 287,111
— Of which suppliers have already — HftEmE g E e
received payment from the I ER SR IE
finance provider 313,545 287,111
2026 2025
2026 F 20254F
days days
RE REX
Range of payment due dates RREYAEE
For liabilities presented as part of “bank FL{E& [$R1T{E El’] Ei52)
borrowings”: 2IWBEME :
— Liabilities that are part of supplier — BERHERRELHENEE 90 to 120 90 to 120
finance arrangements 90 £ 120 90£ 120
— Comparable trade payables that — PEREERERE LS
are not part of supplier finance A& LR E 5 R 5RIE 0 to 30 0to 30
arrangements 0%30 0230
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33. NOTES TO THE CONSOLIDATED STATEMENT 33. &8I & mE XM T @)
OF CASH FLOWS (Continued)
(b) Information of supplier finance (b) HEEBMEZHENER B
arrangements (Continued)

REEEBRELHEARNEEE
BFrEZEARERBERNRERZR
CHEMEANNIERD - HE
2026 F3A31HIEFE HER

Changes in liabilities that are subject to supplier finance
arrangements are primarily attributable to additions
resulting from purchases of goods and subsequent cash
settlements. During the year ended 31 March 2026,

borrowings under supplier finance arrangement of
HK$1,210,613,000 (2025: HK$1,070,663,000) represent
the payments to the suppliers by the relevant banks
directly. There were no other material non-cash changes
in these liabilities.

& %2 BT M8 301,210,613,000
7 7T (20254 : 1,070,663,0007%8
J0) HEHEREIR T E A R P A
MRE ZEABTEEMER

34 BEAFBAER S

AREBEIL TIIEBRFRERS ¢

34. MAJOR NON-CASH TRANSACTIONS

The Group entered into the following major non-cash
transactions:

During the year ended 31 March 2026, the Group
entered into new lease agreements and modified existing
lease agreements for the use of leased properties and
recognized right-of-use assets of HK$303,254,000 (2025:
HK$202,961,000) and lease liabilities of HK$293,183,000
(2025: HK$190,574,000) on the lease commencement/
modification.

During the year ended 31 March 2026, the registered
capital of LFP was reduced by HK$137,000,000, which
was settled through the amount due from a related party.

During the year ended 31 March 2026, dividends declared
by the Company of HK$130,000,000 were settled by
way of an offsetting with the Group’s amounts due from
related parties.

During the year ended 31 March 2025, dividends declared
by LFP, Top Harvest Pharmaceuticals Company Limited
and Pearl| Lake Global Limited of HK$200,000,000,
HK$33,000,000 and HK$22,000,000 respectively were
settled through amounts due from related parties as to
HK$222,000,000 and charged to amounts due to related
parties as to HK$33,000,000.

HZE2026F3A31HIEFE -
ANEBRERHEEYWE LHH
EHmERCEITREHERZ
IR ERR MR ERE R
# & FE 303,254,000 7T (2025
F :202,961,0008 ) RHE &
£293,183,00078 T (20254 :
190,574,000 7T) °

HZE202643 A318 1tF
E-EE2EENIMERRD
137,000,000/ 7T B i@ FE W —
HEEE A AR -

HZE2026F3A31BIFFE K
AR EK 2 & B 130,000,000 7% 7T
B3 38 B AN 5 B JE UK B B U5 BB
T T NS o

B E2025F3H31HLEFE -
BELEE FLUHEESRAQF
X Pearl Lake Global Limited % 3l
=R 2 M& £ 200,000,000 7T -
33,000,000 % T & 22,000,000
BILE S B E RS K
222,000,000 L4 5 * WE R E
1~f B8 Bé 77 2K 78 33,000,000 3 7T
Bk ©
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Year ended 31 March 2026 &= 20263 A31 HILFE

35. RELATED PARTY DISCLOSURES

(a)

(b)

Related party transactions

Other than as disclosed elsewhere in the consolidated
financial statements, the Group has the following
transactions with related parties which are entities
controlled by Mr. Tse, a director and controlling
shareholder:

35. BN T IR
(a) BEHARS
B4R A B IS ik B b 30 BT i
BEIN AEBLEBEE S (ESE

IR RS T EMIEH B

EITTIRS

2026 2025

2026 F 20254

HK$’'000 HK$'000

FExT FHET

Management fee income BEEBUWA 1,974 1,974
Interest income R B U A 16,417 14,707
Building management expenses BFERERX 3,159 1,818

The Group entered into lease agreements with related
parties (which are entities controlled by Mr. Tse) for the
use of office premises, warehouses and retail stores.
The lease terms range from 1 year to 4 years (2025:
2 to 5 years) for the year ended 31 March 2026. The
related lease liabilities as at 31 March 2026 amounted to
HK$47,063,000 (2025: HK$11,317,000).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR AR T

Year ended 31 March 2026 &= 20263 A31 HILFE

35. B 5 5E ()

35. RELATED PARTY DISCLOSURES (continued)

(b)

(o)

(d)

(e)

()

(Continued)

Further information about the Group'’s leases with related
parties is as follows:

(b)

(%)

ANEFEBHINHEENE—F
BRnT

2026 2025
2026 F 20254F
HK$'000 HK$'000
FERT T
Additions to lease liabilities (including ~ FHE & @& N (BEHEE
adjustments on lease modifications) 1ERAEE) 63,734 19,330
Interest expenses on lease liabilities HEBENF SR 1,258 540
Lease payments HERK 29,246 14,696
Related party balances () FBAEER &8k
Details of the Group’s balances with related parties are set NEEEBEHTNERFBEHN
out in the consolidated statement of financial position and iR A B ISR 2R R BT 3 20 ©
note 20.
As disclosed in note 23, Mr. Tse and Mrs. Tse (a (d) anbdsE23Fr iR 28 - &t 58 4 Kt
controlling shareholder) provided personal guarantees to AA(RERRBRR) ASERE
an unlimited extent to banks for bank facilities granted to F£2026F K2025F3 31 HIESF
the Group for the years ended 31 March 2026 and 2025. EERNBTHE  RRTRME
The personal guarantees have been released upon the EERMOEAER - BAERE
Listing. R LT 1& BRBR o
As disclosed in note 23, related parties which are entities (e) HanMizr23Fr#taR - BERt 7 (BN
controlled by Mr. Tse provided corporate guarantees to EEFEHNER) RAEERE
banks to an unlimited extent for bank facilities granted to F2026F K%2025F3 H31HIEF
the Group for the years ended 31 March 2026 and 2025. EREEMNRITHRE  RRITIEMS
The corporate guarantees have been released upon the mERMARER RAERE
Listing. R _ETE R -
As disclosed in note 23, bank borrowings of (f) Skt aE23HE - K202643

HK$543,444,000 (2025: HK$556,564,000) as at 31
March 2026 are secured by pledge of properties held by
related parties which are entities controlled by Mr. Tse.
The pledges have been released upon the Listing.

H 318 ' #1718 5K 543,444,000 %
JC (2025 4F : 556,564,000 7T) T3
VA B8 BB 75 (B3t 55 4 P il ey &
B)RANMELHERER - A
BEMER EMERR -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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Year ended 31 March 2026 &= 20263 A31 HILFE

35. RELATED PARTY DISCLOSURES (Continued) 35. FAESE 7 X EE )
(g) The Group provided a corporate guarantee to an () ~A&EEH —BEH T EENET
unlimited extent to a bank for banking facilities granted BE MIRITIREE LR A A
to a related party. As at 31 March 2026, bank facilities ERM20265F3 A318 - @B
utilized by the related party amounted to HK$75,077,000 FERAMRITRLE /75,077,000
(2025: HK$92,409,000). The corporate guarantee has 77T (2025 4F 1 92,409,000/87T) ©
been released upon the Listing. NEFERER EMEERR -
(h) Compensation of key management (h) =EEEABNFHMH
personnel
The remuneration of directors and other members of key MBI E2026F & 20253 A31H
management during the years ended 31 March 2026 and IEFEE EERHEMETEETE
2025 was as follows: BREREHBmT -
2026 2025
2026 F 20254
HK$'000 HK$’'000
FHER FHIT
Short-term employee benefits REIETRER 5,935 5,957
Post-employment benefits BER R 108 126
6,043 6,083
36. PLEDGE OF ASSETS 36. EEKH
The Group's borrowings had been secured by the pledge of the AEEMNEREERBRANEEEEE
Group's assets and the carrying amounts of the respective assets ER-HEEENERBAENT

are as follows:

2026 2025

2026 F 20254F

HK$'000 HK$'000

TR FHT

Investment properties "EYHE 144,410 187,920
Property, plant and equipment Wz - BERZRE 30,515 4,432
174,925 192,352
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37. STATEMENT OF FINANCIAL POSITION AND  37. AR EIBA BRI R LG
RESERVES OF THE COMPANY

Statement of financial position of the Company A B B RO &
2026
2026 F
HK$°000
FER
Non-current asset ERBEE
Investments in subsidiaries RETB R REE 58,663
Current assets RBEE
Other receivables and prepayments H A W R TE R FE ST FRIE 4,494
Amount due from a subsidiary JE U — FR1 BfT BB A B K18 716
5,210
Current liability REBEE
Other payables and accruals Hih R RIERERTE A 3,324
Net current assets REBEEFE 1,886
Net assets EEFHE 60,549
Capital and reserves BEAXRHEE
Share capital [N =3
Reserves f 60,549
60,549
& Less than HK$ 1,000 * A 1,000% T
Movements in the Company’s reserves ARERENEH
Share Retained
premium earnings Total
gvib =] REER #et
HK$'000 HK$'000 HK$'000
F&T FET FHIT
At 3 October 2025 (date of 72025410 A3 H
incorporation) (FEARSZ B H) - - =
Issue and allotment of shares BT RELER D 58,663 - 58,663
Profit and total comprehensive income Hi &3 F1) & & 1 W e
for the period B - 1,886 1,886
At 31 March 2026 R2026F3 A31H 58,663 1,886 60,549
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Year ended 31 March 2026 &= 20263 A31 HILFE

38. PARTICULARS OF SUBSIDIARIES 38. (B A AIF1E

The Company has direct and indirect shareholding/equity ARARR TIMBRARES EiE XA

interests in the following subsidiaries: B AR AR HE
Shareholding/equity
interests
Issued and  attributable to the Group

Place of fully paid ARBEERRBE

incorporation/ capital/ As at 31 March

establishment/ registered R3A318
Name of subsidiary operations capital 2026 2025  Principal activities

BETR

TMRIL/ KL/ BRBRE/
WEAREHE EEHE AMEX 2026 2025 FEEH
Directly held
EERE
LF Retail Holding Limited BVI/Hong Kong US$1 100% N/A " Investment holding
LF Retail Holding Limited EBRIHS/BR ES TER REZER
TH Wholesale Holding Limited BVI/Hong Kong US$1 100% N/A  Investment holding
TH Wholesale Holding Limited EBRERHS/BE 1% THER REER
PL Beautie Limited BVI/Hong Kong US$1 100% N/A  Investment holding
PL Beautie Limited RERAHE /BB (E TER REEK
LF Consultancy Limited BVI/Hong Kong US$1 100% N/A " Investment holding
LF Consultancy Limited RERLHE/ES 1%L TER REZR
Indirectly held
BEER
Able Harvest Asia Investment Limited* Hong Kong HK$1 100% 100%  Operation of retail stores
HETAREBR AR * BB 1B BETER
Access Holdings Limited* Hong Kong HK$1 100% 100%  Operation of retail stores
EREERRAR B 18T BETEE
Allied Way International Hong Kong HK$100 100% 100%  Operation of retail stores

Investment Limited*

EERRREBRAR* B 1008 7T BETEE
Best Harvest Enterprises Limited* Hong Kong HK$100 100% 100%  Operation of retail stores
AEREEERARE* 3 1007T RETER
China Smart Capital Investment Limited*  Hong Kong HK$10,000 100% 100%  Operation of retail stores
ERAEARRE BB 10,000 7T BETER
Dai Ching Holdings Company Limited* Hong Kong HK$100 100% 100%  Wholesale
AEEBARAR" Bk 100787 i
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38. PARTICULARS OF SUBSIDIARIES (continued) 38. B R AIFE @)
Shareholding/equity
interests
Issued and attributable to the Group
Place of fully paid ARBEERRBE
incorporation/ capital/ As at 31 March
establishment/ registered R3A318
Name of subsidiary operations capital 2026 2025  Principal activities
ERTR
TMRIL/ KL/ BRBRE/
o) NGRS BN HAMER 2026 F 2055 EEED
Indirectly held (Continued)
BMERE (&)
Dragon Mind Creation Limited Hong Kong HK$100 100% 100%  Advertising and promotion
agency
EHEEERAF BB 100787 BEREERRE
Fancy Mind Corporation Limited Hong Kong HK$1 100% 100%  Inactive
HERRLA 5 18T NaR
Forever Rising Worldwide Limited* Hong Kong HK$1,000 100% 100%  Operation of retail stores
KERFARRE B 1,000 % 7T BETER
Full Honest Asia Limited* Hong Kong HK$1 100% 100%  Operation of retail stores
EHEMERRA* BB 18T BETEE
Full Well International Enterprise Hong Kong HK$1 100% 100%  Operation of retail stores
Limited*
nRERCEERAR B 1B KETER
Gain Ocean International Limited* Hong Kong HK$100 100% 100%  Operation of retail stores
aEERARAR B0 1007 7T BETER
Golden Period Management Limited* Hong Kong HK$ 1 100% 100%  Operation of retail stores
cRERARAR* AR 187 REZEE
Grand Harvest Worldwide Limited Hong Kong HK$100 100% 100% Lease management
EEREERAA Bk 1007% 7T HEEE
Great Dragon Industrial Limited* Hong Kong HK$1 100% 100%  Operation of retail stores
EEBEERERRA* B0 18T RETEE
Great Harvest Asia Investment Limited* Hong Kong HK$ 1 100% 100%  Operation of retail stores
HETAREBRAA* BB 1B BETER
Great Harvest Enterprise Limited* Hong Kong HK$1 100% 100%  Operation of retail stores
REPERRAA BB 18T BETEE
Harvest Concept International Limited* Hong Kong HK$1 100% 100%  Operation of retail stores
ROBRARAR 0 18T RETEE
Harvest Smart Holdings Limited Hong Kong HK$ 1 100% 100%  Property holding
LHREERRAA BB 1B RENE
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38. PARTICULARS OF SUBSIDIARIES (continued) 38. M BB~ AIF1E ()
Shareholding/equity
interests
Issued and attributable to the Group
Place of fully paid ARBELERRBE
incorporation/ capital/ As at 31 March
establishment/ registered R3A31H
Name of subsidiary operations capital 2026 2025  Principal activities
ERTR
SMRIL/ KL/ BRBRE
o) NGRS BN HAMER 2026 F 2025 FEEH
Indirectly held (Continued)
BMERE (&)
Huge Harvest Trading Limited* Hong Kong HK$100 100% 100%  Wholesale
AEEFBERA BA 10087 BE
Kidbrooke Group L|m|ted Samoa/Hong Kong US$1 100% 100%  Property holding
Kidbrooke Group Limited BET /B 1%L RENE
Lucky Talent Corporation Limited* Hong Kong HK$1 100% 100%  Wholesale
BEAXFRAR BB 1B BE
Lung Fung Dispensary (3rd Store) Limited*  Hong Kong HK$100 100% 100%  Operation of retail stores
REEX(F=0E)BRAA* 'R 1007 7T RETER
Lung Fung Dispensary (Main Store) Limited* Hong Kong HK$100 100% 100%  Operation of retail stores
REEX(BE)BRRA Bt 100787 BETER
Lung Fung Investment (China) Limited Hong Kong HK$100 100% 100%  Investment holding
EERE (PE)BRAT B 10077 REZK
Lung Fung Investment (Japan) Limited Hong Kong HK$100 100% 100%  Overseas sourcing
EERE(BR)BRAA 0 100/87T BIMREE
Lung Fung Pharmaceutical (Group) Limited  Hong Kong (Note) 100% 100% Retail, wholesale and
investment holding
RLEX (RE)BRAA 0 Cipa) T8  RERREER
Man Fung D|spensary Limited* Hong Kong HK$100 100% 100%  Operation of retail stores
NEEEERR Bt 100787 BETER
Man Wah Health L|m|ted Hong Kong HK$100 100% 100%  Operation of retail stores
(formerly known as Man Wah
Dispensary Limited)*
NERRBERAR 3 1007 7T RETER
(MBXEEEARAR)*
Master Grand Investment Limited* Hong Kong HK$1 100% 100%  Operation of retail stores
ERREARAA 0 18T BETER
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38. PARTICULARS OF SUBSIDIARIES (continued) 38. B R AIFE @)
Shareholding/equity
interests
Issued and attributable to the Group
Place of fully paid AREEERRRE
incorporation/ capital/ As at 31 March
establishment/ registered R3A31H
Name of subsidiary operations capital 2026 2025  Principal activities
ERTR
TMRIL/ KL/ BRBRE/
i) NGRS EENH HAMER 2026 F 20255 FEEH
Indirectly held (Continued)
BMERE (&)
Max Dragon Capital Investment Limited*  Hong Kong HK$10,000 100% 100%  Operation of retail stores
BEAEARAR" BE 10,0007 RETER
Max Great Corporation Limited* Hong Kong HK$1 100% 100%  Operation of retail shops
EEERAA* B 1A BETER
Pearl Lake (Hong Kong) Limited Hong Kong HK$1 100% 100%  Private label business
Pearl Lake (Hong Kong) Limited Bk 1R BRmiE %%
Pearl Lake Global Limited BVI/Hong Kong US$1 100% 100%  Investment holding
Pear! Lake Global Limited RERARE/BR 1% REER
Rich More Investment Limited* Hong Kong HK$ 1 100% 100%  Operation of retail stores
RERBARAE B 1A BETER
Rich Stand Limited* Hong Kong HK$1 100% 100%  Operation of retail stores
ERBERAR B 1B BETER
Robust Harvest Asia Limited* Hong Kong HK$100 100% 100%  Operation of retail stores
SRTARBRAA B0 1007 7T BETER
San Fung Health Limited Hong Kong HK$ 1 100% 100%  Inactive
MERRBERRA BB 1B NaE
Success Power Industrial Limited* Hong Kong HK$1 100% 100%  Operation of retail stores
ERERAERAAF BB 18T BETEE
Tai Fung Medicine Company Limited* Hong Kong HK$100 100% 100%  Operation of retail stores
REEZBRAR B0 1008 7T RETEE
Tai Tak Pharmacy Limited* Hong Kong HK$100 100% 100%  Operation of retail stores
ABEEERRA* BB 100/87T BETER
Tak Fung International Trading PRC RIMB6,400,000 100% 100%  Wholesale
Development (Guangzhou) Co., Limited
RLERESER (BN ARRA hE ARE %
6,400,000 7T
Top Harvest Pharmaceuticals Company Hong Kong HK$100 100% 100%  Wholesale
Limited?
hEEXBARAA" BA 100787 i
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38. PARTICULARS OF SUBSIDIARIES (continued) 38. M BB~ AIF1E ()
Shareholding/equity
interests
Issued and attributable to the Group
Place of fully paid AREEERRBE
incorporation/ capital/ As at 31 March
establishment/ registered R3A31H
Name of subsidiary operations capital 2026 2025  Principal activities
ERTR
SMRIL/ KL/ BRBRE
o) NGRS BN HAMER 2026 F 2055 EEED
Indirectly held (Continued)
BMERE (&)
True Harvest Dispensary Company Hong Kong HK$100 100% 100%  Operation of retail stores
Limited*
CEEFARAR* BB 10077 BETEE
Well Harvest (China) Limited* Hong Kong HK$100 100% 100%  Operation of retail stores
#E (hE)BRAA BE 100/ 7T RETER

*

Note:

For the purpose of the Reorganization as set out in note 2, these
entities are collectively referred to as the “Retail Companies”

For the purpose of the Reorganization as set out in note 2, these
entities are collectively referred to as the “Wholesale Companies”

The issued and fully paid-up share capital of LFP as at 31 March 2025
amounted to HK$137,000,000. As disclosed in note 2, as part of the
Reorganization, on 16 October 2025, LFP issued and allotted 100,000
new shares to LF Retail Holding Limited at a total consideration of
HK$10; and on 28 November 2025, 1,000 existing shares amounting
to HK$137,000,000 were cancelled and repaid through the offsetting
of HK$137,000,000 due from an entity indirectly wholly-owned by
Mr. Tse. Accordingly, the share capital of LFP as at 31 March 2026
amounted to HK$10.

All entities now comprising the Group are limited liability
companies. Other than Tak Fung International Trading
Development (Guangzhou) Co., Limited which was established
in the PRC and has a financial year end date of 31 December,
all other entities now comprising the Group have adopted 31
March as their financial year end date.

None of the subsidiaries had any debt securities at the end of
the reporting period.
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39. SUBSEQUENT EVENTS 39. Hi1& 518
Saved as disclosed in the consolidated financial statements, MRS IEMERMIFTEEIN  RREH
subsequent to the end of the reporting period, the following REFETHEKREIR :

significant events took place:

o On 21 May 2026, the Company declared dividends of
HK$23 per share totaling HK$23,000,000, which were
settled by way of an offsetting with the Group’s amounts
due from related parties.

o On 18 May 2026, TTK Holding has resolved that,
conditional upon the share premium account of the
Company being credited as a result of the issue of the
offer shares pursuant to the Global Offering, the directors
of the Company were authorized to capitalize HK$37,400
standing to the credit of the share premium account
of the Company by applying such sums of towards the
paying up in full at par a total of 374,000,000 shares for
allotment and issue to the holders of shares whose names
appear on the register of members of the Company at
the close of business on 11 May 2026 in proportion (as
near as possible without involving fractions so that no
fraction of a share shall be allotted and issued) to their
then existing respective shareholding in the Company (the
“Capitalization Issue”).

o Upon the listing of the Company’s shares on 5 June 2026,
the Company issued and allotted 374,000,000 new shares
to TTK Holding of HK$0.0001 each as a result of the
Capitalization Issue, and issued and allotted 125,000,000
new shares at an offer price of HK$5.18 per share as a
result of the Global Offering.

MR2026%F5A21H » XA AT
& B A& 23 7T (4 #£23,000,000
BIL) ZERECEREAEH
FE UK A B 7 SRR TS R
B o

72026458 18 H ' TTK Holding
FRFARRRODEERAR
BREIREERTEHERD MER
B ARBESERBERERR A
% 15 74 {8 BR 7 #E B & 58 37,4008
TERER  {MERZZHIA
LB S R & 374,000,000
IRAR - AR 18 & 2 & B R A
A AR IR A R IR B O A B8 & B 1T
F 202645 A 11 B & S8 4
R R 5 AR AR R & 8 x5
BEA(EAETNPRERRMD
N R RETEERG) (&
MEEEIT) ©

FARRARKMON20265F6 A5
BEW®% XAREE AN
77 M M TTK Holding % 17 & B 2%
374,000,000 [i% & fi% [ {8 0.0001 &
TR () - WAETRIREE
MA SRS 18B T & B 1T
K2 Bt 2% 125,000,000 A% 3 BEAD ©
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FINANCIAL SUMMARY
M ME

CONSOLIDATED RESULTS e ¥EE
Year ended 31 March
BZE3A31MBLEE
2026 2025 2024 2023
2026 & 20254 20244 20234
HK$'000 HK$'000 HK$'000 HK$'000
FHET FH T T T T T
Revenue A 3,277,151 2,460,478 2,020,731 1,094,011
Profit (loss) for the year F RN (EE) 269,100 170,432 144,536 (27,140)
CONSOLIDATED ASSETS AND LIABILITIES meEEENMAE
As at 31 March
M3H318
2026 2025 2024 2023
2026 F 20254 20244 2023
HK$'000 HK$'000 HK$'000 HK$'000
FTHET FH T T T T T
Total assets BERE 1,254,481 1,288,971 1,334,961 1,179,674
Total liabilities =L L (1,208,363) (1,244,589) (1,205,441) (1,194,726)
Total equity (deficit) e (B Al) B8 46,118 44,382 129,520 (15,052)
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