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GROUP PROFILE

About Fountain Set (Holdings) Limited (the “Company”) and its subsidiaries (the “Fountain Set Group”) (Stock Code:
00420.HK)

One of the world’s largest and longest-established fabric manufacturers, the Fountain Set Group produces knitted fabric and
garments through vertically integrated operations in fabric knitting, dyeing, printing, finishing and garment manufacturing, for many of
the renowned apparel retailers and brands.

As a strong believer in research and development, we collaborate with brands and suppliers to develop innovative and creative fabric
and garment products for consumers all over the world. Headquartered in Hong Kong Special Administrative Region (‘Hong Kong”)
and listed on the Main Board of The Stock Exchange of Hong Kong Limited, the Fountain Set Group has 8 production facilities in
the People’s Republic of China (the “PRC”), Sri Lanka and Indonesia, with marketing and representative offices in 2 countries and a
global workforce of nearly 5,600.

Mr. HA Chung Fong, founder and honorary chairman of the Company, remains one of the substantial shareholders of the Company.

To learn more about the Fountain Set Group, please visit www.fshl.com
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CORPORATE INFORMATION
AEER

HONORARY CHAIRMAN
Mr. HA Chung Fong

BOARD OF DIRECTORS
EXECUTIVE DIRECTORS

Mr. XI Qiang (appointed as chairman of the board of the Company
on 17 November 2025)

Dr. LI Gang (appointed as chief executive officer of the Company
on 17 November 2025)

Mr. YAU Hang Tat Andrew

Mr. YIN Jian

Mr. ZHANG Zheng

Mr. LIU Xianfu (resigned as chairman of the board of the Company and
chief executive officer of the Company on 17 November 2025)

NON-EXECUTIVE DIRECTORS

Dr. YEN Gordon (Non-executive vice chairman of the Company)
Ms. ZHOU Jing (appointed on 1 April 2025)
Mr. TAO Yongming (resigned on 1 April 2025)

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. NG Kwok Tung

Mr. YING Wei

Mr. WONG Kwong Chi

Dr. LIN Lin (appointed on 7 June 2025)

Mr. William LAM (resigned on 7 June 2025)

BOARD COMMITTEES

Audit Committee

Mr. NG Kwok Tung (Chairman)

Dr. YEN Gordon (appointed on 7 June 2025)
Mr. WONG Kwong Chi

Mr. William LAM (resigned on 7 June 2025)

Nomination Committee

Mr. XI Qiang (Chairman) (appointed on 17 November 2025)
Mr. YING Wei

Dr. LIN Lin (appointed on 7 June 2025)

Mr. LIU Xianfu (resigned on 17 November 2025)

Remuneration Committee

Mr. YING Wei (Chairman)

Dr. LI Gang (appointed on 1 April 2025)

Mr. NG Kwok Tung

Mr. TAO Yongming (resigned on 1 April 2025)
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COMPANY SECRETARY
Ms. CHENG Wai Han Charmaine

AUTHORISED REPRESENTATIVES

Mr. Xl Qiang (appointed on 17 November 2025)
Ms. CHENG Wai Han Charmaine
Mr. LIU Xianfu (resigned on 17 November 2025)

REGISTERED OFFICE & PRINCIPAL PLACE OF BUSINESS

Block A, 6/F., Eastern Sea Industrial Building
29-39 Kwai Cheong Road, Kwai Chung, New Territories, Hong Kong

COMPANY WEBSITE

www.fshl.com

PRINCIPAL BANKS

Bank of China (Hong Kong) Limited

Industrial and Commercial Bank of China Limited

The Hongkong and Shanghai Banking Corporation Limited
Standard Chartered Bank (HK) Limited

SOLICITORS

Loong & Yeung
Vivien Chan & Co.

INDEPENDENT AUDITOR

SHINEWING (HK) CPA Limited
Certified Public Accountants

SHARE REGISTRAR

Boardroom Share Registrars (HK) Limited
Room 2103B, 21/F., 148 Electric Road, North Point, Hong Kong
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EXTENSIVE WORLDWIDE NETWORK
SRR IREKHEAR

=+ SHANGHAI Li§
4 ——— SHENZHEN I
HONG KONG &#

HO CHI MINH CITY #3&8H

YOGYAKARTA B#&

» .

@ HEADQUARTERS #2%f )

@ PRODUCTION FACILITY 4 &R
@ TRADING OFFICE 5

M 4

TRADING OFFICE e &5

HEADQUARTERS » 4

HONG KONG &i#

Fountain Set (Holdings) Limited
‘Eﬁﬂ‘é‘% (&E) BRAE |

CHINA HE

Sales of Dyed Fabrics & fH &
Shenzhen Faun Textiles Limited
HBNOHBRBRAT

Shanghai Fuhui Textiles Trading Co., Ltd.
TEREABEZERAT

PRODUCTION FACILITY o 4 E 55

CHINA &

Knitting & Dyeing $t &R &

Jiangyin Fuhui Textiles Limited
IREESBERAS

Yancheng Fuhui Textiles Limited
EREESBERAS

Knitting, Dyeing & Printing #t4% « % & KR ENTE
Dongguan Shatin Lake Side Textiles

Printing & Dyeing Co., Ltd.
REVHBBHBERERAT

Garment Manufacturing &1%

HONG KONG &#

Raw Materials Sourcing [R£H% %
Highscene Limited

ERARATR

Sales of Dyed Fabrics &7 &
Fountain Set Limited
BEHBXABRAT

Sales of Garments {7} &
Hiway Textiles Limited

HO CHI MINH CITY #&BH
Fountain Set Limited

- Vietnam Representative Office
BEHBXEBRAR

- W ARE

) BESHBERAT
Ningbo Young Top Garments Co., Ltd. Oceanstar Textiles International Limited
ERRIMENXERAE R EERERAD
Sugian Young Top Garments Co., Ltd.
BRBARBRRNERAE]

Centralized Heat Supply Project ££ Rt E 255
Dongguan Futian Oasis Heating Co., Ltd.

REmBESMNERBIRAT

YOGYAKARTA, INDONESIA ENE BT HE
Garment Manufacturing 7%

P.T. Westapusaka Kusuma

MALWANA, SRI LANKA f 28 £ S FL.4h

Knitting, Dyeing & Printing &4 - & K& ENTE
Ocean Lanka (Private) Limited
SEEE FAN) BRAS!

# Chinese names are only translations of their official English names. In case of inconsistencies, the English names shall prevail.

PXBBERREEFRAXBBLEX - HEKE  MURXLBERE-
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FINANCIAL AND STATISTICAL HIGHLIGHTS
M R EHEE

2025 2024
HK$Mil EE2E7T  HKSMIl B2 E7T
Operating Results EEXEE
Revenue I=E 25 4,136.7 4,426.6
Financial Performance M#RR
Profit attributable to owners KABHEBE A
of the Company FEAL 2R F) 71.3 14.3
Profit margin RS 1.7% 0.3%
Earnings per share (HK cents) SRAEF GBW)
— Basic —HAK 5.8 1.2
— Diluted —#8 5.8 1.2
Dividends i:35)
Proposed final dividend per share BURESIRARIPRE GBI
(HK cents) 5.70 1.16
Dividend payout ratio TR 97.93% 100.00%
Proposed special dividend per share BRESRENRE GBI
(HK cents) - 4.34

At 31 December

At 31 December

®12H831H 128318
2025 2024
HK$Mil B&E7T  HKSMIl B 5B
Financial Position at Year End REERGRZBMHBIRNR
Net current assets MENEEFE 2,251.4 2,123.3
Total assets BERE 4,525.1 4,614.6
Non-current bank borrowings 3F/;|L§)jfﬁfﬂt§ - =
Total bank borrowings MIRTTEE - 48.8
Net bank borrowings RITEEFE (1,549.1) (1,248.4)
Total liabilities BERE 1,043.0 1,158.8
Net asset value per share (HK$) SKREEFE (Br) 2.65 2.64
Capital expenditure BEAREZ 106.8 174.7
Financial Statistics M4t
Return on equity (%) ﬁdk#@ﬁﬁ_’z(%) 2.4% 1.0%
Consolidated tangible net worth BEFATEE 3,118.8 3,118.7
Consolidated total bank debt to GERIRTEEREAFEL
consolidated tangible net worth BHELLAE 0.0 0.0
Consolidated EBITDA to consolidated FReEMITEREHEANBEERS
interest expenses F Bz HEEH 38.6 20.9
Consolidated current assets to RERNHEEHFEGRE
consolidated current liabilities =Ll 3.7 3.2
Inventory turnover period (days) FEREH (H) 72 74
Trade and bills receivables turnover EENEREWNRIE
period (days) B (R) 62 66
Trade and bills payables turnover EELERENRIE
period (days) B (B) 45 53
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FINANCIAL AND STATISTICAL HIGHLIGHTS (continued)
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A summary of the financial information of the Company and its subsidiaries
for the last five financial years, as extracted from the respective published
audited consolidated financial statements, is set out as below. This summary
does not form part of the audited consolidated financial statements.

EEEE(RE)ARSE

2025 FH T

FINANCIAL SUMMARY

FA TS 2

FABDREMNBARBERLBEYRFEEZYME
ERHE BN EAFEAMEERGEEME
|R) HIWMT o IBE T FERE B GRS/

Bk —E Do

CONSOLIDATED STATEMENT OF PROFIT OR LOSS FEEER
For the For the For the For the For the
year ended year ended year ended year ended year ended
31 December 31 December 31 December 31 December 31 December
2021 2022 2023 2024 2025
HE2021F HE2022F HE2023F HE2024F HZE20255F
12B31H 12B31H 12B31H 12B31H 12831H
EEE EEE IEEE IEEE LHERE
HK$000 F#7r  HK$000 T8 HK$000 FET HKS$000 F#r HK$000 T
Revenue =E 5 6,751,277 6,053,645 4,440,235 4,426,558 4,136,716
Profit/(loss) before income tax BRETRRZ MR
expense (&18) 337,450 (20,210) 111,128 77,060 102,390
Income tax expense FfsMZH (67,192) (72,954) (43,284) (42,483) (18,681)
Profit/(loss) for the year EEERM/ (BB 270,258 (93,164) 67,844 34,577 84,209
Attributable to: 1
Owners of the Company EREEBA 241,334 (115,532) 50,908 14,262 71,302
Non-controlling interests TR ER 28,924 22,368 16,941 20,315 12,907
270,258 (93,164) 67,844 34,577 84,209
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FINANCIAL SUMMARY (continued)

MEEE (8)

Annual Report 2025

CONSOLIDATED STATEMENT OF FINANCIAL POSITION EEMBRAR
At At At At At
31 December 31 December 31 December 31 December 31 December
2021 2022 2023 2024 2025
#12831H 128318 128318 #12R31H 128318
2021 2022 2023 2024 2025
HKS'000 T  HK$000 T8 HKS000 FHT HKS000 FH7T HK$000 F#7T
Non-current assets FREEE 1,728,511 1,671,542 1,532,032 1,518,322 1,446,389
Current assets REEE 4,019,879 3,375,223 3,368,807 3,096,296 3,078,700
Current liabilties REEE 1,771,099 1,182,174 1,165,291 972,989 827,333
Net current assets REEEFE 2,248,780 2,193,049 2,203,516 2,123,307 2,251,367
Total assets less current liabilities B EEERREEE 3,977,291 3,864,591 3,735,548 3,641,629 3,697,756
Non-current liabilities El e =L 218,193 440,824 266,882 185,856 215,674
Net assets BESE 3,759,098 3,423,767 3,468,666 3,455,773 3,482,082
Capital and reserves BEAKFEE
Share capital R 889,810 889,810 889,810 889,810 889,810
Reserves =1 2,670,428 2,331,257 2,378,536 2,347,779 2,359,860
Equity attributable to owners KRR R NEGER
of the Company 3,560,238 3,221,067 3,268,346 3,237,589 3,249,670
Non-controlling interests RS 198,860 202,700 200,320 218,184 232,412
Total equity ERiaE 3,759,098 3,423,767 3,468,666 3,455,773 3,482,082




Fountain Set Limited

BHEXARAT

Number

Name of Award/Certification

1218 RERE

Scope Certificate (Global Recycled Standard
(GRS) 4.0)

Z KO UIEZE (GRS 4.0):3:88 &

Scope Certificate (Recycled Claim Standard
(RCS) 2.0)

Bl RBTEZE(RCS 2.0/ 85 =

Scope Certificate (Organic Content Standard
(OCS) 3.0)

B S EREOCS 3.0)REHES

BEE(®EE)HFREST 2025FF#FK

AWARDS & CERTIFICATIONS

BETA e sind

Type of Award/ Date of Issue
Certification (Year/Month)
#1318 RBEER MERAH (EA)

Certification 2025/04

23] 22
D?L? =ik

Certification 2025/11

23] 22
D?L::l =ik

Certification 2025/02

23] 22
D?L:J =ik

Issuing Unit/Organisation

BB B

Intertek Testing Services NA, Inc

REFEBRRFERAT

Intertek Testing Services NA, Inc

REFEBRFERAS

ECOCERT GREENLIFE S.A.S.
ENBEWERRS

9
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AWARDS & CERTIFICATIONS (continued)
ﬁlﬁ& wunﬁ (ﬁﬁ)

]

) B
CERTIFICATE
OF MEMBERSHIP

Fountain Set Limited

o . mworm

@

Type of Award/ Date of Issue

Number Name of Award/Certification Certification (Year/Month) Issuing Unit/Organisation

ek 1218 RERE 1218 /RRRAER! MEERAH (ER) BHEBEMEE

4 Scope Certificate (Global Organic Textile Standard Certification 2026/01 ECOCERT GREENLIFE S.A.S.
(GOTS) 7.0) i B EHEREE
Z2IRB A B MR ZE(GOTS 7.0 =

5 Regenagri Chain of Custody Criteria — Textiles Certification 2025/11 CU Inspections & Certifications
Version 1.2 858 India Pvt. Ltd
Regenagri 4 BE 1R 33 ENEE RN ARR

NS

6 Certificate of U.S. Cotton Trust Protocol® Certification 2025/03 U.S. Cotton Trust Protocol
membership 598 ZERTEET S
EEBIEEEHETERS

Highscene Limited

ERBRATE

()

CERTIFICATE

OF MEMBERSHIP

Highscene Limited
Pob— ==
Type of Award/ Date of Issue
Number Name of Award/Certification Certification (Year/Month) Issuing Unit/Organisation
“RaR 1218 SRR 1215 /RPEEEE! MERAH (ERA) BHEBELEE
7 Certificate of U.S. Cotton Trust Protocol® Certification 2025/03 U.S. Cotton Trust Protocol
membership sEEE EEIRTEES RS

EERIEEEHES
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AWARDS & CERTIFICATIONS (continued)

2 ()
8EIR Resong (4
e e
it Amard
Kitved Fabirie:
L N T
==
EDE
-l ..
SLTC RISLARCH & INHOVATION AWARDS SLTC RISIARCH & I;:Envlmlllw.llnl
1018

Ocean Lanka (Private) Limited

BEMEE FA) BRAR
Type of Award/ Date of Issue

Number Name of Award/Certification Certification (Year/Month) Issuing Unit/Organisation

ok 1218 SRR RE 818 REEE EEAEA) BB HE

8 Presidential Export Award (2023/2024) — Merit Award 2025/02 Sri Lanka Export Development
Award (Knitted Fabric Category) 1215 Board
A 42 (2028/2024) —BE% GHAEELE HEE-EHOEER (SriLanka
A1) Export Development Board)

9 Sustainability Team of the Year — Green Award 2025/08 First View Intelligent Business
Manufacturing Excellence 4215
FEMREZRBERR - EaRS SR

10 National Cleaner Production Award — Merit Award Award 2025/11 National Cleaner Production
(Large Category) — Textile Sector 1215 Center
BZREZEER—BER (KEGEA 58 BZEREEFD
7%

11 SLTC Research & Innovation Award — Winner Award 2025/11 Sri Lanka Technology Campus
— Excellence in in-house R&D Award (Textile & 115 HEEEREEE

Apparel Research)
SLTC #1528 #7 82 — B 5 2% — N B A 38 2 il

(4 485 B2 AR S 1P 35)
12 SLTC Research & Innovation Award — Winner — Award 2025/11 Sri Lanka Technology Campus
Outstanding Research Commercialization Award 8218 MEREREER

(Textile & Apparel Research)
SLTC b ER Al 3% — B RS S — R L AL PR AL SR S
== 1b8E (B B AR EE BT 3E)
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AWARDS & CERTIFICATIONS (continued)

IR a058 (48

Number

ki
13

B8 RBERE

Merit Award

Name of Award/Certification

PRESIBENTIAL EXPORT AWARDS
2024125
Merit Award

Kningd Fabric

Chewrse Elvsnty (B Wt} St

CIPM Great HR Award (Extra Large Category) —

CIPM S A NEREE BAEEXE —BRER

14

Award (Knitted Fabric Category)
KRR 4% (2024/2025) — B R (HHEBEKEHE

Al))

Shanghai Fuhui Textiles Trading Co., Ltd.

Lt BEEHBERERAR

Number Name of Award/Certification
R 1218 BB RE
15

membership

EXEREEEHEGERE

Presidential Export Award (2024/2025) — Merit

Certificate of U.S. Cotton Trust Protocol®

Dongguan Futian Oasis Heating Company Ltd.

REmESMNERFRAE

Number Name of Award/Certification
4R 1218 SRR
16

20245 B 5e mh M= EE T i

Dongguan City “Zero Waste Factory” in 2024

Date of Issue
(Year/Month)

Type of Award/
Certification

IR RSN MEEHMEA)
Award 2025/11
218
Award 2025/12
5218

Type of Award/ Date of Issue

Certification (Year/Month)
1315 SREMER BB (EA)
Certification 2025/03

Type of Award/ Date of Issue

Certification (Year/Month)
1218 /3PEEER WEEAH (EA)
Award 2025/04

3215

Issuing Unit/Organisation

BB i

Chartered Institute of personnel
Management

HMERRESTAZERSS
Sri Lanka Export Development
Board

HEBEREOERD

Issuing Unit/Organisation

BB 1S
U.S. Cotton Trust Protocol
EEREEE =

Issuing Unit/Organisation

BB B

Bureau of Ecology and
Environment of Dongguan City

REMERIRRER



e Kol
CERTIFICATE E%@ )
OF MEMBERSHIP 2o
Shenzhen Faun Textiles
Limited —
Shenzhen Faun Textiles Limited
FINEHGERERAT
Number Name of Award/Certification
R 1218 SRR
17 Certificate of U.S. Cotton Trust Protocol®
membership
EEIREEEHEEERS
Jiangyin Fuhui Textiles Limited
IRRESBERAR
Number Name of Award/Certification
HRER 1218 BB TB
18 Certificate of U.S. Cotton Trust Protocol®
membership
EEREEEEE ERE
19 Higg Facility Environmental Module SELF-
ASSESSMENT Certificate
L] 22X 2I¢ =5

Higg Index FEM B s IRIBE AR

20 Higg VFEM-Verification Certificate

HiggiR 5 RRsEsE &

GG =

FEH

BE(%RE)ARLT

20265

AWARDS & CERTIFICATIONS (continued)

RIA K05 (1)

- o
CERTIFICATE E%Q) )
OF MEMBERSHIP -
Jiangyin Fuhui Textiles

Limited ety

Type of Award/ Date of Issue

Certification (Year/Month)
1215 PREMEE ERAHEA)
Certification 2025/03

Type of Award/ Date of Issue
Certification (Year/Month)
1218 /3PEEEE! MEEAH (EA)
Certification 2025/03

Sy
=] 2%
[EAstE=

Certification 2025/06

g7
=] 2%
EAntel=A

Certification 2025/06

=] 22X
w’t.:( 0g

Issuing Unit/Organisation

BB 1A
U.S. Cotton Trust Protocol
EEREEEE

Issuing Unit/Organisation

BB HE
U.S. Cotton Trust Protocol
EERIE St

Cascale (formerly Sustainable
Apparel Coalition)

RETRR (RIB A &R S Bt
)]

Cascale (formerly Sustainable
Apparel Coalition)

RETRE (RIB OIS AR 2B

)

13
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AWARDS & CERTIFICATIONS (continued)
BRIARKTRE ()

ﬁ o
Marrdectueng
e e L L e

DOMGOUAN SHATIN LAXE SID€ TEXTILES PRINTING & DEING COLLTD.
enans s

Dongguan Shatin Lake Side Textiles Printing & Dyeing Co., Ltd.
REVHEBSHBENZEBRAR

Type of Award/ Date of Issue

Number Name of Award/Certification Certification (Year/Month) Issuing Unit/Organisation

R 1218 RERE 815 PREEE WBBAH (ER) FHEM S

21 Dongguan Cleaner Production Enterprise Award 2025/01 Dongguan Bureau of Industry
EETE R R 8215 and Information Technology

REMIEMERNLER

22 Top 10 Industrial Contribution Enterprises of Award 2025/03 Shatian Town People’s
Shatian Town in 2024 3218 Government of Dongguan City
JVHE2024F E T X SRAT 5% REMIVHEARBUT

23 Low-Carbon Manufacturing Initiative (Gold Label) Certification 2025/7 World Wide Fund for Nature

BRREFE EERB) EEG HREAETE



Number Name of Award/Certification Certification

R 3218 BB

24 Second Prize of Science and Technology Progress Award
— 2025 China National Textile and Apparel Council 1215
Science and Technology Award
2025 FEFREABIEH SR BRMR—F
L —Hi

25 Advanced Enterprise in Energy Efficiency (Water Award
Efficiency) Benchmarking for Guangdong Textile 115
Industry (2024-2025)
2024-2025F FER B A BITEAEN k&) BT
TR ERE

26 Water Efficiency Leader Enterprise of Guangdong Award
Textile Industry (2025) 1215
2025F ER A BT EKMERERE

27 Hong Kong-Guangdong Cleaner Production Award
Partner (Manufacturing) 1215

4

AhSadnE
LEFLL EJ S
fHk, L2875,
L ES RS L
knkElte, #X
s, e,

tadmsabrbifieR
gL $

AER B LR LY EERAR
LEL 13

RN, AMER cAR
LTI PLT TR EIT L &
&

EEEE(%E)HRYE 2025 F#K

AWARDS & CERTIFICATIONS (continued)
RIA K05 (1)

% ¥F OE B

TR
¥ g
5 g

& FRPERRSADRTRLN %‘,

rr.k:;tkni

Type of Award/

8218 REEY EHAHE&EA)

BERSREERMH (S ZH0E (2025
20274F)

Date of Issue
(Year/Month)

Issuing Unit/Organisation

BB AR

2025/9 China National Textile and

Apparel Council
REAA TEBE S

2025/10 Guangdong Textile Association

BREGBHE

2025/12 Department of Industry and
Information Technology of

Guangdong Province
ERE T ENEMNCE

Department of Industry and
Information Technology

of Guangdong Province,
Environment and Ecology Bureau
The Government of the Hong
Kong Special Administrative
Region of the People’s Republic
of China

BERETENMEMCE - EEE
TR & BFIRERERRD

2025/12
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AWARDS & CERTIFICATIONS (continued)
BRIARKTRE ()

Type of Award/ Date of Issue

Number Name of Award/Certification Certification (Year/Month) Issuing Unit/Organisation

ek 1218 RERE 118 REEE EEAMEA) BHBEMHE

28 Scope Certificate (Global Organic Textile Standard Certification 2025/01 ECOCERT GREENLIFE S.A.S.
(GOTS) 7.0) i BRI ERERAES
SIRA A B MIEEGOTS 7.0 Hw =

29 Scope Certificate (Organic Content Standard Certification 2025/02 ECOCERT GREENLIFE S.A.S.
(0GS) 3.0) SREE BREAERAEE
B S E122(0CS 3.0 HEE

30 Scope Certificate (Global Recycled Standard Certification 2025/04 Intertek Testing Services NA, Inc
(GRS) 4.0 5858 FHERBRBERAT
ZIKEIUWIZZE (GRS 4.0):0:88 =

31 Oeko-Tex Standard 100 Certificate HKKO 041727  Certification 2025/04 TESTEX AG,Swiss Textile Testing
Oeko-TextZ 410058 ZHKKO 041727 S0 Institute

TESTEX AG > I £ #7 4% TE Pt

32 Oeko-Tex Standard 100 Certificate Certification 2025/03 TESTEX AG,Swiss Textile Testing
HKO15 215774 Ekic) Institute
Oeko-TextR#100:8 EHKO015 215774 TESTEX AG > Iis 47 &% TE Pt

33 Oeko-Tex Standard 100 Certificate HKKO 056043 Certification 2025/03 TESTEX AG,Swiss Textile Testing
Oeko-Tex1Z #1005 EHKKO 056043 a8 o Institute

TESTEX AG > ¥ £45 @i E Fir
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Dongguan Shatin Lake Side Textiles

AL
CERTIFICATE
OF MEMBERSHIP

Acknowlodgement of Compbation.

s .
Pty

Printing & Dyeing Co., Ltd.

o ey e N o Fr e T LT

—_— —==

.

Number

HRa%
34

35

36

37

38

Name of Award/Certification

3218 RERE
Supplier to Zero-certificate — Levell
TH SRR (— AR g

U.S. Cotton Trust Protocol Certificate
FEBICE T REES
Regenagri Regenerative Cotton Certification

Regenagri £ 8515535

Higg VFEM-Verification Certificate
Higg IR&Z 5885

Higg Facility Environmental Module SELF-
ASSESSMENT Certificate

Higg Index FEMB H G IRIZ IR AHIE B S

Dongguan Shatin Lake Side
Textiles Printing & Dyeing
Co., Lid.

Certific
of Completion
024

FEH

B (EE)FRAT 2025 F

AWARDS & CERTIFICATIONS (continued)

%

Date of Issue
(Year/Month)

Type of Award/
Certification

8218 P0EEE BN E&EA)

Certification 2025/06

=] 22
D7L‘;J‘ EisA

Certification 2025/03

=] 22
u?t?\ ng

Certification 2025/11

vy
=] 2%
EAstei=

Certification 2025/04

2372
i)

Certification 2025/04

27722
i)

RIA K05 (1)

Certificate bt 1
:'.:ompla»tmn ....
e olls
Do W (e We ey v & Oy 8. 1 .'
= emrs - .'-
== 111
Mad
s coscale M0 ({ ""
— - — 2 --."
. = ete

Issuing Unit/Organisation

BB AR

Zero Discharge of Hazardous
Chemicals (ZDHC)

Bt 2RSS

U.S. Cotton Trust Protocol
EERIEEt =

CU Inspections & Certifications
India Pvt. Ltd.

EEERBERBELABR
NS

Cascale (formerly Sustainable
Apparel Coalition)

RET R (RIBOIRFAEARSE
ig2))

Cascale (formerly Sustainable
Apparel Coalition)

TR (RIBAIREIRE
Bt ER)
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AWARDS & CERTIFICATIONS (continued)

82IE R

Number

R
39

40

41

42

43

44

45

sose (48

Name of Award/Certification

1318 SR E A8
BVES3-Chemical InCheck

BVE3-Chemical Technical Report

IPE Roadmap

BLUWIN CERTIFIED COLOR ACCREDITATION
PROGRAM for Puma

Dystar (puma) 52

Datacolor Certify GLOBAL ASSESSMENT
PROGRAM

Datacolor Certify 5=
Certificate Color Accreditation Program
Natific-reCAP 3358

Kohl’s Color CERTIFICATION

Type of Award/

Certification

Date of Issue
(Year/Month)

8215 PREEE MEBAHEA)

Certification
) 2
[E/NYskvA

Certification
B
[STN=1S

Certification
)

Certification

3] a2
Song

Certification

7 22
EEA

Certification
23 23
[STN=1S

Certification

3] a7
i)

Every Month

Every Month

Always Open

2025/3

2025/6

2024/6

2024/11

Issuing Unit/Organisation

BB B
Bureau Veritas
WA

Bureau Veritas
WA

Institute of Public and
Environmental Affairs

PUMA

Datacolor

EIEEE

natific AG Switzerland

Kohl’s
MEEERE



%

Yancheng Fuhui Textiles Limited

EREESBERAR

Number Name of Award/Certification

HReR 1218 SRR RIE

46 Regenagri Chain of Custody Criteria — Textiles
Version 1.2
Regenagri £ 8515535

47 Scope Certificate (Global Recycled Standard 4.0
(GRS 4.0))
2 IKEIUIZ#E (GRS 4.0):3:5:5 2

48 Scope Certificate (Global Organic Textile Standard
(GOTS) Version 7.0)
SIRE H4H & AR 2E(GOTS 7.0):0:88 =

49 Scope Certificate (Organic Content Standard
(OCS) Version 3.0)
B EZZOCS 3.0EHE

50 Certificate of U.S. Cotton Trust Protocol®

membership

EERIEEEHES

]]]

BEE(®EE)HFREST 2025FF#FK

AWARDS & CERTIFICATIONS (continued)

Type of Award/
Certification

#18 REEE

Certification

9] 23
EE

Certification

25 23%
D7L;J =i

Certification

25 23%
D7L;J 1=

Certification

) 23%
ulyL.J 1=

Certification

Y] 22%
ulyL.J 1=

Date of Issue
(Year/Month)
M AER (. R)

2025/11

2025/04

2025/01

2025/02

2025/03

ﬁlﬁ& wu\:ﬁ (ﬁﬁ)
) M ol
e (&)

Yancheng Fuhui
Textiles Limited rov——

Issuing Unit/Organisation

BB WS

CU Inspections & Certifications
India Pvt. Ltd

ENEERmEREEMABR
NS

Intertek Testing Services NA, Inc
REBEARF AR AT

ECOCERT GREENLIFE S.A.S.
ENEWEREE

ECOCERT GREENLIFE S.A.S.
EMEMERAEH

U.S. Cotton Trust Protocol
EERIEEE R
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AWARDS & CERTIFICATIONS (continued)
BRIARKTRE ()

— e —
= = = =

Certificate Certificate
DEKCLTEX" STANDARD W00 OEXO.TEX' STANDARD W00
Certificate
of Completion
2024
1:¢—=-|- )

Number

ki
51

52

53

54

55

Name of Award/Certification

1218 FRE AR
Oeko-Tex Standard 100 Certificate SHO15 208514
Oeko-TextZ #1008 £SH015 208514

Oeko-Tex Standard 100 Certificate SHO15 144422
Oeko-TextZ#E10058 ESH015 144422

Higg VFEM-Verification Certificate
HiggIR 35 B8 58 =

ISO 90001 Quality Management Certificate
ISO 90001 B EE R MBS

OCCUPATIONAL HEALTH AND SAFETY
MANAGEMENT SYSTEM CERTIFICATION

BEEBLZEEEZRISO 4500158E

Type of Award/
Certification

218 SRR

Certification

=) 2%
[FTE1=

Certification

=) 2
ot A

Certification

=) 2K
[FSEI=

Certification

N
= =%
EISA

Certification

=] 22
DZ:.J\ EisX

_fjé“ L'-'?E

LY

B R GEIES

.

R e WER

Date of Issue
(Year/Month)
MEEAH (FEB)

2025/09

2025/09

2025/04

2025/06

2025/06

Issuing Unit/Organisation

BB S

TESTEX AG, Swiss Textile Testing
Institute

TESTEX AG, Im 45 & Pt
TESTEX AG, Swiss Textile Testing
Institute

TESTEX AG, Im 45 & E Pt
Cascale (formerly Sustainable
Apparel Coalition)

R R (BB FERE

B BR)

ZJQC
IERPLRIRRERERR
YN=]

ZJQC
IERPLHIRRERERR
YN=]
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AWARDS & CERTIFICATIONS (continued)

$RIAR R ()
Certificate bd 1 P Certificate bd 1 1
g » . H ;sznrnpletmn '-.‘=.‘ ;sznrnpletmn '-.‘=.‘
i e it T Ly T =0
T s Yancheng Fuhui Texiiles Limited - Yancheng Fuhui Texiiles Limited -w
Yancheng Fuhui Textiles Limited bt i Ne® s e en Ne®
i T D= e D
EFNAXNEIRATTEE (85 - :h m -
A ”n o= " i o=
—— e . . RN = _ A D
e = = _ [shile} = 24e
5-.ﬂ---.'=' 58
Type of Award/ Date of Issue
Number  Name of Award/Certification Certification (Year/Month) Issuing Unit/Organisation
MRS 1218 BB 8RIERRER ERAHEB) BB s
56 Supplier to Zero Certificate Certification 2025/06 Zero Discharge of Hazardous
BRI i) Chemicals (ZDHC)
Bl 2 mE P AR
57 Higg FSLM (SELF ASSESSMENT) Certificate Certification 2025/06 Cascale (formerly Sustainable
Higg FSLME B 3P4 = B Apparel Coalition)
RHRE (RBOIRHERRIE I
25)
58 Worldly Higg VFSLM (Verified Module) Certificate Certification 2025/08 Cascale (formerly Sustainable
Higg VFSLPIR %5858 & EREC) Apparel Coalition)
RET-RR (RIB A& RAR S Bt
23)
59 EE¥RIE0UREE (IR 14 RE B Be = tE 5 R &) Certification 2025/06 R @R JER) T EEBR
Ekic) NE]
60 EEEAIERE (C2REBFEMEEREMILYE  Certfication 2025/12 FEtmiE QbR) RTEEA R

A R AT
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AWARDS & CERTIFICATIONS (continued)

ﬁlﬁ& Wb‘ﬂﬁ (ﬂﬁ)
Type of Award/ Date of Issue
Number Name of Award/Certification Certification (Year/Month) Issuing Unit/Organisation
ok 1218 RERE 318 GEEE ERAMER) BB S
61 BVE3-Chemical InCheck Certification ~ Every Month  Bureau Veritas
S0 R4
62 BVE3-Chemical Technical Report Certification ~ Every Month  Bureau Veritas
5B W4
63 Smeta 2P-ZAAB00102085 Certification 2025/12 BENCHMARKS HONG KONG
50 BHITERAT
64 SLCP-Social & Labor Convergence Program Certification 2025/06 BENCHMARKS HONG KONG
(Verified Module) it EHTERAT
65 IPE Roadmap Certification ~ Always Open Institute of Public and
5058 Environmental Affairs
66 ZDHC (Zero Discharge of Hazardous Chemicals) Certification 2025/09 Intertek Testing Services NA, Inc
WWSG V2.2 (SHAT08501468) ot KB REERAS
67 OEKO-TEX Standard 100 (ANNX 4 Class 1) Certification 2025/09 TESTEX AG, Swiss Textile Testing
Oeko-TexiB#10055 2 (ANNX 4 Class 1) E Institute
TESTEX AG, T 1 45 #ite i P
68 OEKO-TEX Standard 100 (Recycled) (ANNX 4 Certification 2025/09 TESTEX AG, Swiss Textile Testing
Class 1) 5058 Institute
Oeko-TextZ #1005 = (Recycled) TESTEX AG, Im 45 & E Pt
(ANNX 4 Class 1)
69 R Bl #1482 S AT 8 Y (2025~ 2026) Award 2025/09 PR T = E
3215
70 FREA B T e BN SR ARRRES Award 2025/11 PR AT EBE
- 518
71 FEHBTEHEE/\BESSEEREN Award 2025/11 FEHBTERS
3215
70 FREA B TR e BN SR ARRRIES Award 2025/11 REA B T EME S
S 3215
71 FEHBETEGEE/\EESERIEREN Award 2025/11 FEHBTERS
4215

English names are only translation of their official Chinese names. In case of
inconsistencies, the Chinese name shall prevail.

BXRBEERENPXLBLZEX HALE  SIUARXRERE-

# Chinese names are only translation of their official English names. In case of
inconsistencies, the English name shall prevail.
PN RTBERE A AN LB EX HAKE  HUENLERE



Dear Shareholders,

On behalf of the board of directors of Fountain Set (Holdings) Limited (the
“Company” or “we” or “our”, and the “Board”, respectively), | would like to
present the audited consolidated results of the Company and its subsidiaries
(the “Group” or the “Fountain Set Group”) for the financial year ended 31
December 2025 (“2025”), and to provide you with an overview of the Group’s
strategy and business outlook.

FINANCIAL AND BUSINESS REVIEW

2025 Business Environment Analysis: Export Under Pressure,
Insufficient Domestic Demand, Intensified Competition

In 2025, the international environment remained complex and volatile, with the
momentum of global economic growth continuing to weaken. According to a
report by the International Monetary Fund (IMF), the global economy growth
is projected to decline from 3.6% at the end of 2024 to 3.2% at the end of
2025, reflecting a moderate slowdown that is expected to persist over the long
term. This macroeconomic backdrop directly exerted significant impacts on the
operations of relevant domestic enterprises, primarily manifested in heightened
export pressures, insufficient domestic consumer demand, and operational
challenges faced by enterprises.

The export sector faced a severe situation compounded by multiple pressures.
Global economic weakness, the rise of trade protectionism, and frequent
geopolitical conflicts had collectively led to a significant increase in export
uncertainties. In the meanwhile, the exports market exhibited an unfavorable
trend of “volume growth accompanied by price declines”. Unit prices for
knitted fabrics, apparel, and accessories all experienced varying degrees of
decline. Impacted by U.S. reciprocal tariff policies, exports of knitted products
from January to September 2025 decreased by 7.23% year-on-year. Notably,
exports to the U.S. in September saw a further widening year-on-year decline
to 16.39%.

The issue of insufficient domestic consumption demand remained equally
prominent. China is currently at a critical and challenging stage in the
transition between old and new growth drivers, marked by weak effective
demand and household consumption capacity and willingness that still require
further stimulation. The recovery in the consumer market has been weaker
than expected, and its supportive role for related industries remains fragile.
According to data from the National Bureau of Statistics, China’s total retail
sales of consumer goods reached 45.6 trillion yuan from January to November
2025, marking a year-on-year increase of 4%. However, the growth rate slowed
by 0.3 percentage point as compared with the period of January to October.

EEELE(EE)AHRLT 2025FFHK

CHAIRMAN’S STATEMENT
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CHAIRMAN’S STATEMENT (continued)
EFEHRS (@

Despite the above challenges, the Group responded calmly, focusing on
maintaining operational stability. The relevant period in the Financial Year 2025
recorded a significant increase in profit. Profit attributable to owners of the
Company surged significantly from HK$14.26 million in 2024 to approximately
HK$71.30 million in 2025.

The significant increase in the Group’s profit was primarily attributable to:

1. Procurement and sales synergy: The Group actively consolidated
market share, stabilized existing clients, expanded new customer bases,
continuously reduced procurement costs for raw material, and enhanced
overall business gross profit and profit contribution;

2. Enhanced cost control: Through the implementation of lean management
practices, the Group improved product quality and production efficiency,
reduced resource consumption, and maintained cost control throughout
all stages of production;

3.  Enhanced management and control: the Group continued to advance
refined management practices, and expenses such as transportation
costs and labor expenses had further decreased. The Group actively
carried out inventory monitoring and accounts receivable collection,
formulated reasonable procurement plans, and actively utilized long-
standing inventory to accelerate cash flow.

The Group’s revenue for the year ended 31 December 2025 amounted to
HK$4,136,716,000, representing a decrease of 6.5% from HK$4,426,558,000
for the same period in 2024. This decline was primarily attributable to a slight
reduction in export orders due to the impact of the U.S. tariff war. Despite
the aforementioned operating environment, the Group has enhanced the
competitiveness and added value of its products and strengthened cost
control across the entire value chain. The Group’s profit for the year increased
significantly from approximately HK$34.58 million in 2024 to approximately
HK$84.21 million in 2025. The gross profit margin also improved from 12.0% in
2024 to 13.5% in 2025.

We hereby extend our heartfelt gratitude to the Board for their outstanding
leadership and to all employees for their dedicated efforts, which have made
these achievements possible.

BENIL - EEEEY  ERNREFEER
FE 2025 B FE R BIAMRERF BB
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The Group successfully maintained stable operations, maintained a relatively
low debt ratio, robust cash flow, and ample working capital. Benefiting from the
accumulation of cash flows from operating activities and the recovery of land
acquisition and demolition compensation funds in Jiangyin High-Tech Zone,
as of 31 December 2025, the Group’s cash and cash equivalent balance was
HK$1,547 million, representing an increase from HK$1,295 million as of 31
December 2024.

These efforts underscore the Group’s commitment to financial prudence and
operational resilience amidst a challenging market landscape, ensuring stability
and continued strength in its financial position.

ENVIRONMENTAL, SOCIAL AND GOVERNANCE (“ESG”)
POLICIES AND PERFORMANCE

To fulfill the Group’s commitment to sustainable development by reducing
paper usage, the 2025 Environmental, Social, and Governance Report (‘ESG
Report”) will be uploaded separately to The Stock Exchange of Hong Kong
Limited and the Company’s official website. This initiative fully embodies the
Group’s philosophy of continuously integrating environmental responsibility into
daily operations.

The 2025 ESG Report comprehensively detailed the Group’s performance
and achievements across all ESG domains, highlighting areas of excellence
while clearly outlining future improvement priorities. The Group is committed
to driving growth through sustainable development and innovation, with this
commitment benefiting not only our own business but also our upstream and
downstream industrial chain partners.

Since establishing the “Sustainable Development and Enhancement
Committee” (the “Committee”) in 2016, the Group has been committed
to advancing a unified vision for sustainable development. Comprising
representatives from subsidiaries and cross-functional departments, the
Committee plays a pivotal role in implementing sustainable development
objectives. It actively encourages various business segments to deeply
comprehend the implications of our sustainability initiatives, formulate ambitious
targets, and navigate the challenges that arise in the achievement process.

EEEE(%E)HRYE 2025 F#K

CHAIRMAN’S STATEMENT (continued)
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CHAIRMAN’S STATEMENT (continued)

EEHRE (B

Key energy conservation and consumption reduction projects implemented in
2025 include:

Shatin Lake Side’s 2025 medium-pressure steam energy-saving retrofit
fixed-type machine

— Yancheng Fuhui’s 2025 medium-pressure steam DN300 main pipeline
renovation

- Yancheng Fuhui’s 2025 medium-pressure steam waste heat utilization
retrofit (for use by the sorting department and dormitory)

—  Ocean Lanka biomass boiler project

Proactively Upgrading Environmental Protection Facilities

—  Oasis Company has successfully completed the noise control upgrade
project at its facility boundary and obtained the wastewater discharge
permit, providing a solid foundation for green operations throughout the
year.

Future ESG Plans:

1. Continuous Investment in Technology

—  Continuous investment in advanced technologies will help maintain
high environmental standards.

2. Pollution Control Measures

— Installing additional equipment for pollution prevention and reduction
remains our top priority.

3. Education Initiatives

— Regular seminars and training sessions for our staff to enhance
environmental awareness and capabilities.

4. Expert Consultation

— By involving top-tier industry consultants, the Group ensures
adherence to high standards and continuously improving our
environmental measures.

These steps undoubtedly bolster green development, enhance social benefits,
and elevate community satisfaction. It's inspiring to see such dedicated efforts
towards sustainability and environmental responsibility.
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LOOKING FORWARD

According to the Global Economic Prospects Report recently released by
the International Monetary Fund (IMF), global economic growth is projected
to slow to 3.1% in 2026, representing a slight decline from 3.2% in 2025.
This forecast reflects factors including China’s slowing economic expansion,
Europe’s unstable energy supply, and currency volatility in emerging markets.
Geopolitical risks remain the greatest uncertainty for the global economy in
2026: escalating conflicts in the Middle East, heightened US-China trade
tensions, continued sanctions battle between Russia and Western countries,
and further increases in oil and metal prices will all impact global supply chains
and business investment confidence. The IMF warns that if geopolitical risks
worsen further, global economic growth could be further revised down to 2.8%.

Although global inflationary pressures have gradually eased, diverging monetary
policy stances among central banks could easily lead to increased volatility
in financial markets. In particular, divergent interest rate decisions between
the Federal Reserve and the European Central Bank could further impact
cross-border capital flows and exchange rate stability. At the corporate level,
multinational enterprises face dual pressures from rising raw material costs and
labor shortages. Driven by supply chain restructuring and increased investment
in automation, the technology and manufacturing sectors are expected to
see 4.5% growth in capital expenditures in 2026, with profit margins being
squeezed by rising costs.

In general, despite multiple challenges faced by the global economy in 2026,
the IMF remains cautiously optimistic about the recovery of emerging markets.
In particular, India and Southeast Asian countries are expected to become new
engines of global economic growth, benefiting from demographic dividends
and infrastructure investments.

Looking ahead to 2026, persistent uncertainties such as geopolitical conflicts,
high inflation rates, and elevated interest rates will continue to weigh on the
global economy. The resurgence of trade protectionism, adjustment of the
U.S. tariff policies, and the Federal Reserve’s pause in interest rate-cutting
cycle have further intensified market concerns. Against this backdrop, while
certain end markets for the Group may still face downward pressure, the Group
remains confident in its operating results in 2026.
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CHAIRMAN’S STATEMENT (continued)
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CHAIRMAN’S STATEMENT (continued)
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GROUP OPERATIONS AND DEVELOPMENT

All staff members of the Group closely align with the Board’s overall
strategic direction and development objectives. Upholding the spirit of unity
and pragmatic execution, they fully implement all work arrangements and
steadily advance the Group’s long-term strategic initiatives. The Group
steadfastly upholds the core values of “diligence, frugality, sincerity, and
integrity”, vigorously promotes the corporate culture of “pursuing excellence
and prioritizing performance”, and embraces “professionalism, innovation,
responsibility, and challenge” as the common behavioral principles for the
team.

The Group adheres to the operational principles of “institutional management,
resource optimization, and collaborative efforts”, and is pursuing a strategy
of “steady progress, reform, and innovation”. We will continue to expand our
market reach, actively pursue new orders, accelerate strategic implementation,
and enhance efforts to improve product quality and core competitiveness.

The Group focuses on driving technological optimization and process
upgrades, strengthening product research and development (R&D) and
technological innovation; focusing on building a high-quality professional
talent pool, comprehensively enhancing operational efficiency, and strictly
controlling costs and expenses, striving to achieve steady improvement in
operating results. Facing external challenges, we will view them as important
opportunities for transformation and advancement, turning pressure into
motivation and challenges into opportunities. With unwavering confidence
and thorough preparation, we will navigate these complex and changing
circumstances with steadfast determination and forge ahead against the odds.

FINAL DIVIDEND

After reviewing the financial report and cash flow situation of the Group, the
Board has resolved to recommend the payment of a final dividend of HK5.70
cents per share (payout ratio: 97.93%) in respect of the year ended 31
December 2025 (2024: dividend of HK1.16 cents per share with a payout ratio
of 100%). The Board has not recommended any special dividend for the year
ended 31 December 2025 (2024: special dividend of HK4.34 cents per share,
amounting to HK$53,114,000). Subject to the approval of the shareholders
of the Company (the “Shareholder(s)”’) at the annual general meeting of
the Company to be held on Thursday, 4 June 2026, it is expected that the
payment of the final dividend will be made on or about Monday, 29 June
2026 to Shareholders whose names appear on the register of members of the
Company on Wednesday, 17 June 2026. Going forward in upcoming years,
the Group expects to maintain a similar range of dividend payout ratio as our
dividend policy so as to deliver stable and substantial investment returns to the
Shareholders, subject to the dividend policy stated in this annual report.
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CORPORATE GOVERNANCE

The Group acknowledges the need and importance of corporate governance
as one of the essential elements in enhancing shareholder value. The Group
is devoted to improving its corporate governance policies in compliance with
regulatory requirements and in accordance with international recommended
practices. The Company has formed the audit committee (the “Audit
Committee” or “AC”), remuneration committee (the “Remuneration Committee”
or “RC”) and nomination committee (the “Nomination Committee” or “NC”) all
at the Boards level to provide assistance, advice and recommendations on the
relevant matters that aim to ensure protection of the interests of the Group and
the Shareholders as a whole.

APPRECIATION

We extend our deepest gratitude for the invaluable guidance and professional
counsel provided by our Board members to the Group over the years. Over
the past year, despite numerous challenges, the Group has maintained steady
progress thanks to the unwavering support and dedicated efforts of our
Shareholders, valued customers, end-users, suppliers, business partners, and
the entire Fountain Set Group. With a clear development vision, a customer-
centric business philosophy and sustained operational momentum, the Group
is confident in achieving even stronger performance by 2026.

XI Qiang
Chairman

Hong Kong
19 March 2026
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MANAGEMENT DISCUSSION AND ANALYSIS
EEERE D

BUSINESS REVIEW

The Group’s core businesses primarily include the production and sale of
dyed knitted fabrics and dyed yarns, as well as the manufacturing and sale
of finished garments. Currently, the textile and apparel industry is facing an
increasingly complex and challenging domestic and international environment:
sluggish global economic recovery and rising geopolitical risks are hampering
operational efficiency and supply chain coordination, leading to an overall
weakening of external demand; the textile and apparel supply chain landscape
is undergoing accelerated restructuring, with a trend toward regionalization and
nearshoring. Due to the global recovery falling short of expectations and the
ongoing impact of supply chain adjustments, downstream customers continue
to reduce inventory levels. Although the pace has slowed compared to the
same period last year, the intensity remains unchanged. Domestic consumer
demand remains weak, particularly in the third and fourth quarters of 2025,
with the recovery of consumer purchasing power in the textile and apparel
sector lagging behind.

For the Financial Year 2025, our Group’s profitability has significantly improved,
primarily attributed to several key factors. First, we strengthened coordination
and synergy across production, supply, sales, and R&D, precisely aligning
with customer needs, and making every effort to seize market opportunities.
With our accumulated technical R&D capabilities and fast responsiveness, we
successfully secured high-quality orders from strategic clients; second, we
fully implemented lean operational principles, strengthened cost control across
the entire value chain, optimized production processes, advanced equipment
upgrades and energy-saving initiatives, and made solid progress in reducing
costs and improving efficiency, resulting in a significant year-on-year decrease
in unit production costs; third, we remained committed to research and
development and innovation, identified cutting-edge industry trends, engaged
in in-depth collaboration with universities, overcame key technical challenges,
and enhanced the value and functionality of our fabrics and garments, thereby
continuously improving product competitiveness.

In 2025, the Group’s sales in the U.S. and Japanese markets stabilized
and rebounded, primarily due to a significant improvement in the business
performance of key customers compared to the same period in 2024.
Restored customer confidence and proactive restocking drove steady growth
in the Group’s order volume. In contrast, sales in the domestic market were
relatively weak, affected by a slowdown in economic recovery and increasingly
cautious consumer spending, with the overall pace of recovery lagging behind
that of export markets.

As tariff policies continue to tighten across countries, the purchasing behavior
of brand buyers and retailers has become increasingly volatile. Many buyers
are wary of placing large, long-term orders and are instead seeking greater
procurement flexibility. This shift has led the market to favor a supply model
characterized by “small batches, diverse product varieties, high quality, and
expedited delivery”. Meanwhile, consumer demand in the apparel industry has
evolved, with a greater emphasis on “personalization, functionality, and value
for money”. Compounded by the continued decline in factory-gate prices in the
textile and apparel industry, price competition within the sector has intensified
further.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

In response to an extraordinarily severe market situation and a complex, volatile
operating environment, the Group adopted a series of decisive operating
measures in 2025. These efforts were aimed at stabilizing operations and laying
the groundwork for overcoming challenges and achieving recovery and growth
in 2026.

Key Tasks for 2025 - Secured Orders: Proactively Address Tariff
Barriers to Drive Steady Performance Growth

Profit Enhancement Behind Steady Growth

The Group’s revenue reached HK$4.137 billion in 2025, representing a year-on-
year decrease of 6.5%. However, profit for the year reached HK$84.21 million,
representing a year-on-year increase of 143.5%. Overall profitability remained
stable, benefiting from the sales team’s optimization of customer structure and
market strategy.

Flexible Response Measures Under External Pressure

The sales team secured orders by strengthening communication with key
accounts, shortening quotation cycles, and optimizing payment terms. They
closely monitored developments in European and American “reciprocal tariff”
policies and implemented differentiated pricing strategies to effectively mitigate
external impacts.

Strengthening Strategic Synergy Amid Market Challenges

In the face of adverse factors such as the U.S. government shutdown, inflation,
and tariff hikes, the team strengthened strategic collaboration with core clients
and flexibly adjusted supply chain arrangements to ensure the achievement of
annual performance targets and consolidate market competitiveness.

Key Tasks for 2025 - Cost Control: Promote Lean Improvement
Across All Employees and Deepen Meticulous Cost Management

Lean Improvement and Quality Control

Advance lean improvement across all employees through a closed-
loop management system encompassing proposal submission, project
initiation, execution tracking, and review. Implement quality accountability by
decomposing objectives throughout the entire process.

Production Efficiency and On-Site Management

Focus on enhancing production efficiency, and strengthening production
equipment and on-site management. Monitor daily repair rates and conduct
monthly assessments of losses, leaks, spills, and costs across all operational
segments.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)
EEEFRAD (8

Key Tasks for 2025 - Enhanced Procurement: Building a Diversified
Supply System to Effectively Mitigate Procurement Risks

Diversified supply systems mitigate risks

—  Systematically reduce reliance on single sources and mitigate geopolitical
risks through a strategy of deepening partnerships with domestic premium
suppliers while expanding new overseas channels.

— Advance joint development initiatives with domestic suppliers; conduct
overseas yarn trials and explore cooperation models with international
agents.

Optimization of Dye Procurement and Digital Infrastructure
Development

—  Proactively follow up on reactive black dye comparative testing and price
negotiations to reduce procurement costs.

—  Simultaneously advance SRM system development to establish a
foundation for achieving full-lifecycle supplier management, intelligent
price comparison, and risk early warning.

Continuous optimization of inventory structure

— Inventory structure and order demand alignment are continuously
optimized, effectively reducing capital occupation risks.

Key Tasks for 2025 - Strengthen R&D: Steadily advance fabric
research and development, and systematically conduct technical
exchanges

Fabric Process R&D Achievements

The Group has established a professional R&D management system and
framework to systematically advance research and development activities. By
enhancing capabilities in developing and sampling new fiber and functional
fabric products, customer service standards have been significantly elevated.
Continuous efforts are made to improve the performance and functionality of
traditional pure cotton fabrics while expanding the characteristics of new fiber
products, thereby strengthening research and development for innovative new
fabrics.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

Key Tasks for 2025 - Digital Transformation: Advance smart factory
construction and establish Yancheng’s “benchmark enterprises”

Smart Technology Upgrade Projects Advance Across the Board

Through investments in smart factory construction, the Company has elevated
its production automation standards. Automated feeding systems and related
engineering projects have been implemented at the Dongguan Shatin Lake
Side Textiles Printing and Dyeing Co., Ltd., Ocean Lanka (Private) Limited, and
Yancheng Fuhui Textiles Limited factories, establishing exemplary models for
the industry’s intelligent transformation.

Strategic Partnerships Drive Technological Innovation

The Group has established strategic collaborations with companies including
Hondak Zhihui (7R A Z) and Shanghai Cathay Biotech (E/EHEEY)),
covering areas such as smart equipment upgrades and bio-based nylon
applications. Through deep cooperation with Yancheng Institute of Technology,
the Group has overcome critical technological challenges, accumulating
valuable practical experience for the industry.

Information System Development Empowers Production Optimization

Factories are focusing on smart upgrades for core scenarios, including
intelligent energy and carbon systems, as well as MES+ functional expansions.
Yancheng Fuhui Textiles Limited’s digitalized smart system for printing and
finishing, developed in collaboration with industry partners, has been awarded
the Second Prize of the China National Textile and Apparel Council Science and
Technology Award.

Industry Exchange Captures Cutting-Edge Trends

Actively participating in knitting and dyeing technology conferences and fabric
exhibitions, we engage in discussions on topics such as quick-drying cotton
fabrics and cooling agent development. This enables us to precisely capture
industry dynamics, providing robust support for iterative product upgrades.

Key Tasks for 2025 - System Optimization: Implement shared
financial infrastructure and accelerate the integration of business
and finance functions

—  Complete the review and confirmation of core business scenarios for
shared financial services in 2025, establishing a clear framework for
system implementation.

— At the foundational level, standardization of the chart of accounts is
progressing systematically to establish a unified language for data
integration and management analysis.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)
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—  Meanwhile, the Company intends to leverage this foundation to actively
break down data silos between business and financial systems, focusing
on promoting data connectivity and process integration between front-
end operations and back-end finance, thereby providing more timely and
accurate business-finance information support for management decision-
making.

Key Tasks for 2025 - Environmental Protection: Strengthen
Environmental Management to Achieve Green Development

The Group adheres to the philosophy of “life above all safety first”, conducting
comprehensive inspections of production safety, implementing closed-loop
rectification of hazards, reinforcing safety responsibilities, and fortifying safety
defenses. We strive to ensure top-tier environmental performance, promoting
the implementation of safety, environmental, and energy conservation initiatives,
and have repeatedly earned certifications and honors at all levels.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

FINANCIAL REVIEW

The key operating and financial indicators of the Group for the year ended 31
December 2025 are set out below:
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2025 2024
Statement of Profit or Loss Items EERIEE

(Al amounts in HK$ thousands unless (45 RIGEPRINT B B

otherwise stated) HULF BTN
Revenue O 4,136,716 4,426,558
Gross profit EH 559,398 529,411
EBITDA* BT EE S 85 A0 362,021 273,983
Profit for the year EEERF 84,209 34,577
Profit attributable to owners of the NABV B NEERA

Company 71,302 14,262
Basic earnings per share (HK cents) SREARF GBI 5.8 1.2

Key Financial Ratios FEMBLEE

Profitability ratios BRIGESTHE
Gross profit margin (%) FEFIZ(%) 13.5% 12.0%
EBITDA* margin (%) SERITE R EHEFFEE%) 8.8% 6.2%
Expenses as a % of revenue FIZ IS 23 HEF
Distribution and selling expenses DiIE M IHEE R 1.5% 2.1%
Administrative expenses THER 9.9% 9.2%
Finance costs BB R A 0.2% 0.3%
Asset efficiency BEMNE
Inventory turnover period (days) EFEBEE (H) 72 74
Trade and bills receivables turnover EEKRREBERWFIEFE (H)

period (days) 62 66
Trade and bills payables turnover period & % & Z4E e (T3 IEFEER (H)

(days) 45 53

*EBITDA means earnings before interest, tax, depreciation and amortisation.

EBITDARRRE 73 S IR T 88 Ko s A 710
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)
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At 31 December

At 31 December

$12831H R12H31H
2025 2024
Asset ratios BEE
Current ratio* TREN L= 3.7 3.2
Net debt/EBITDA ratio PER BRITE RS R 4.3) (4.6)
Gearing ratio BEXRAFLEER
Total liabilities/Equity attributable to BEMREE/ AABHE LR
owners of the Company 0.3 0.4

# Current ratio is calculated by dividing current assets by current liabilities.
MENEERMSE AR RSB BEERLURE&E-

Revenue

The Group’s revenue for the year ended 31 December 2025 amounted to
approximately HK$4,136,716,000 (2024: HK$4,426,558,000).

Revenue by business segments

13.2%

—E

EEHE2025F12831H L FENEEENA
4,136,716,0005 7T ( 20244 : 4,426,558,0007

7o) ©

EEEREFDE

Production and Sales of
Dyed Fabrics and Yarns

86.8% FY2025

2025844

. Production and Sales of Garments

RIS MIHE B AR

RIS SHE AR

For the year under review, the Group’s core business, production and
sales of dyed fabrics and yarns, generated revenue of approximately
HK$3,590,033,000 (2024: HK$3,793,728,000), which accounted for 86.8%
(2024: 85.7%) of the Group’s total revenue. Revenue from production and sales
of garments was approximately HK$546,683,000 (2024: HK$632,830,000),
which accounted for 13.2% (2024: 14.3%) of the Group’s total revenue.

REBEEE EEZOER - NENBERR
R 4b By 2 5B 49 /43,590,033,0005% 75 (2024
& 13,793,728,0008 )  HEBEEEREEE
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TR H EB 49 4546,683,00058 77 (20244
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(20244 : 14.3%) ©



EEEE(%E)HRLE 2025 F#

MANAGEMENT DISCUSSION AND ANALYSIS (continued)

Cost of Sales and Gross Profit

For the year ended 31 December 2025, overall cost of sales of the Group
amounted to approximately HK$3,577,318,000 (2024: HK$3,897,147,000) and
overall gross profit margin was 13.5% (2024: 12.0%).

During the year under review, the Group’s revenue decreased by 6.5%
compared with that of the previous year, which was mainly due to the decrease
in sales volume of fabric by approximately 7.6%. Compared with the same
period last year, the decrease in percentage of revenue was smaller than the
decrease in percentage of production cost, which led to the increase in gross
profit margin.

Distribution and Selling Expenses

For the year ended 31 December 2025, the Group’s overall distribution
and selling expenses amounted to approximately HK$63,666,000 (2024:
HK$92,602,000), which accounted for 1.5% (2024: 2.1%) of the Group’s total
revenue.

Administrative Expenses

For the year ended 31 December 2025, the Group’s overall administrative
expenses amounted to approximately HK$408,528,000 (2024:
HK$407,576,000), which accounted for 9.9% (2024: 9.2%) of the Group’s total
revenue.

Earnings before Interest, Tax, Depreciation and Amortisation
(EBITDA)

For the year ended 31 December 2025, the Group’s EBITDA amounted to
approximately HK$362,021,000 (2024: HK$273,983,000) and the EBITDA
margin was 8.8% (2024: 6.2%).

Finance Costs

For the year ended 31 December 2025, the Group’s finance costs amounted
to approximately HK$9,386,000 (2024: HK$13,126,000), representing 0.2%
(2024: 0.3%) of the Group’s total revenue.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)
EEEFRAD (8

Capital Expenditure

During the year under review, the Group invested approximately
HK$106,750,000 (2024: HK$174,737,000) in additions of property, plant
and equipment. The Group’s commitments primarily relate to the acquisition
of property, plant and equipment. As at 31 December 2025, the Group
had contracted capital commitments of approximately HK$20,136,000 (31
December 2024: HK$29,538,000) in relation to the acquisition of property,
plant and equipment.

Income Tax Expense

For the year ended 31 December 2025, income tax expense of the Group
amounted to approximately HK$18,681,000 (2024: HK$42,483,000).

Profit Attributable to Owners of the Company

For the year ended 31 December 2025, profit attributable to owners of the
Company was approximately HK$71,302,000 (2024: HK$14,262,000) and the
corresponding profit margin was 1.7% (2024: 0.3%).

Inventories

As at 31 December 2025, the Group’s inventories amounted to approximately
HK$701,366,000 (31 December 2024: HK$784,735,000). The inventory
turnover period was 72 days, a decrease of 2 days compared with 74 days in
2024.

Trade and Bills Receivables

As at 31 December 2025, the Group’s trade and bills receivables amounted
to approximately HK$701,480,000 (31 December 2024: HK$802,069,000).
Trade and bills receivables turnover period was 62 days, a decrease of 4 days
compared with 66 days in 2024.

Trade and Bills Payables

As at 31 December 2025, the Group’s trade and bills payables amounted
to approximately HK$439,461,000 (31 December 2024: HK$562,544,000).
Trade and bills payables turnover period was 45 days, a decrease of 8 days
compared with 53 days in 2024.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)
BEEFwAN (@

Liquidity and Financial Resources

As at 31 December 2025, the Group’s net assets amounted to approximately
HK$3,482,082,000 (31 December 2024: HK$3,455,773,000). The key figures
of the Group’s financial position were as follows:

Bz Rt RMEER

R2025F12A31H EBEEFENS
3,482,082,000%#Jt (2024%F12H8311
3,455,773,00087T) - EBHM B TN EEER

LI

At 31 December

At 31 December

128318 R12831H

2025 2024

HK$’000TF # T HK$'000T T

Non-current assets JERBEE 1,446,389 1,518,322
Current assets MENEE 3,078,700 3,096,296
Total assets BEEEE 4,525,089 4,614,618
Current liabilities piEA=kiE 827,333 972,989
Non-current liabilities EREFERE 215,674 185,856
Total liabilities aEBE 1,043,007 1,158,845
Net assets BEEFE 3,482,082 3,455,773

The Group met its funding requirements in its usual course of operation
by cash flows from operations, as well as long-term and short-term bank
borrowings. Capital expenditure was mainly financed by long-term bank
borrowings.

EBNEERSREMAELIBTHRERER
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

EEEREDH (B

As at 31 December 2025, the principal financial covenant figures/ratios
(according to the definitions of the Group’s principal banks) were as follows:

120056128310 » TEMMBEROBE, /=
(R AEE T BERBTHES M :

At 31 December
#12831H
2025

At 31 December
R12831H
2024

Consolidated tangible net worth REREREE
Consolidated total bank debt to RERIRITEaEY
consolidated tangible net worth e RATEELG

BIRITE R B AEE
REF B HEEA

Consolidated EBITDA to consolidated #r&
interest expense

Consolidated current assets to mAEMBBEEY
consolidated current liabilities mEmEIa A
Consolidated capital expenditure FEBEAREX

HK$3,118,785,000 HK$3,118,670,000

0.0 0.0

38.6 20.9

3.7 3.2
HK$106,750,000 HK$174,737,000

During the years ended 31 December 2025 and 2024, the Group had
complied with all covenant ratios and undertakings.

Risk Management

The Group follows a stringent and prudent risk management policy to manage
foreign exchange and interest rate risks.

The sale and the purchase of raw materials of the Group were mainly
denominated in HKD, USD and RMB. Since the Group mainly carries out
production in China, we are exposed to foreign exchange risk arising from RMB
exposure. The Group has been closely monitoring the exchange rate fluctuation
for USD and RMB and will continue to monitor the trend of the exchange rate
and adopt appropriate measures in order to mitigate the foreign currency risk in
a cautious manner.

In addition, bank borrowings of the Group were denominated in HKD and
interests were mainly charged on a floating rate basis. The average effective
interest rate of bank borrowings of the Group was 3.14% per annum
(2024: 6.24% per annum) for the year ended 31 December 2025 and the
bank borrowings have been repaid (2024: repay within one year). All bank
borrowings were unsecured for the years ended 31 December 2025 and
31 December 2024. The Group will continue to monitor the interest rates
fluctuation in the market and will adopt appropriate measures to minimise the
interest rate risk.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

EMPLOYEES AND REMUNERATION POLICIES

As at 31 December 2025, the Group had approximately 5,600 (2024: 5,500)
full-time employees. The Group will continue to implement streamlined
production so as to further minimise its labour cost. The Group’s emolument
policies are formulated based on the performance of individual employee
and the salary trends in various regions, which are reviewed regularly. The
Group may, subject to the profitability, distribute a discretionary bonus to its
employees as an incentive for their contribution to the Group.

The Company also provides regular training courses and subsidies for
continuing education so as to improve the skills of its employees with respect
to production, selling and management.

STAKEHOLDERS’ ENGAGEMENT

We obtain and understand the views of our stakeholders regularly. This
communication provides valuable feedback for our business and assists us
to understand stakeholders’ needs and assess the best way to leverage
our resources and expertise to contribute to future business and community
development.

Across the supply chain, we have taken steps throughout the Financial
Year 2025 to ensure that we operate responsibly and in the interests of our
customers, workforce, suppliers and other stakeholders.

Employees perform management, administration and human resources,
operation, finance and investors relation functions respectively. The Group
determines the remuneration of its employees by reference to the market
salary of their individual experience and performance. The Group will continue
to improve and upgrade their management and professional skills. None of
the Group’s employees is represented by any collective bargaining agreement
or labour union. The Group has not experienced any significant problem with
its employees or disruption to its operations due to labour dispute, nor has
the Group experienced any difficulties in the recruitment and retention of
experienced staff.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)
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OUTLOOK

According to the International Monetary Fund (IMF), global economic growth is
projected at 3.1% both in 2026 and 2027, broadly consistent with the October
2025 World Economic Outlook (WEQ) forecast with an upward revision in the
United States offsetting downward revisions elsewhere. The short-term outlook
is diverging, while medium-term risks to growth are tilted to the downside. Re-
emerging inflationary pressures could interrupt the monetary policy pivot, with
implications for fiscal sustainability and financial stability. The policy mix should
balance trade-offs and rebuild buffers.

Currently, the textile and apparel industry in which the Group operates faces
multiple challenges. The global textile and apparel industry and its supply
chains are undergoing rapid restructuring, uncertainty in the international trade
environment is on the rise, and many countries have successively introduced
new tariff policies, resulting in mounting external pressures on the industry.
Meanwhile, the rapid expansion of emerging markets, the steady recovery of
the domestic economy, and the ongoing revival of export markets have also
created new opportunities for the industry’s development.

In 2025, the Group continued to increase its international investment, focusing
on expanding production capacity for knitted fabrics and effectively mitigating
geographical risks. In the coming years, the Group will refine its global
footprint through strategic planning, enhancing manufacturing capabilities
while achieving regional diversification of operational risks. This strategy will
strengthen the Group’s resilience against local economic disruptions and help it
maintain a competitive edge in the global market. Through a series of strategic
investments, the Group will continue to optimize supply chain efficiency,
steadily reduce costs and improve efficiency, boost profitability, and steadfastly
uphold its commitment to sustainable development in the textile industry.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

2026 Business Outlook Analysis — Pressure and Challenges Coexist
Global Economic Situation

The IMF projects global economic growth of 3.1% in 2026, amid a complex
and volatile landscape where trade tensions, protectionism, and geopolitical
conflicts threaten the sustainability and balance of the recovery.

Impact of Supply Chain Realignment

Trade policies implemented by Europe and the United States are accelerating
global supply chain adjustments. China’s textile and dyeing enterprises face
challenges such as order reductions. U.S. “reciprocal tariffs” are undermining
export competitiveness and threatening industrial security.

Constraints from the Domestic Consumer Market

Insufficient consumer willingness and delayed consumption structure upgrades
among domestic residents are limiting the industry’s economic growth. The
foundation for domestic demand recovery remains fragile, and the growth of
textile and apparel exports is expected to slow.

Economic Fundamentals and Policy Support

China’s long-term positive economic fundamentals remain unchanged, with a
robust domestic market. Fiscal and monetary policies are working in concert,
with GDP growth projected at 5.5%-6.0% in 2026 and total output expected to
exceed 150 trillion dollar.

In the future, Fountain Set Group will pursue a path of innovation,
specialization, and novelty with a focus on technological advancement. By
leveraging technological innovations, we aim to expedite a balanced domestic
and international expansion, fully integrating fabrics-to-garments production.
Our emphasis will be on fabric products and R&D innovation services, driving
high-quality development through continuous technological innovation. We
aim to solidify our leading position in the cotton knitted fabric printing and
dyeing arena while progressively improving in the synthetic fiber fabrics
sector. Our objective is to constantly enhance product strength, value, and
industry influence, offering customers high-quality, efficient products alongside
comprehensive technical R&D service solutions that foster mutual growth. Our
strategic emphasis will be on prominent international and domestic brands,
delivering innovative products that prioritize comfort, ecological sustainability,
functionality, and fashion tailored to specific needs.

We have unwavering confidence that all employees, under the guidance of
the Board, will collaborate cohesively. Our commitment to enhancing and
optimizing integrated production, supply chain, and marketing operations
will drive this forward. We are dedicated to actively exploring new markets,
fortifying technological R&D capabilities, refining operational management, and
enhancing efficiency. Key initiatives will focus on overcoming challenges related
to order fulfillment, strategic layout, cost management, and quality assurance.

Through the steadfast implementation of Fountain Set Group’s long-term
strategic plans, our mission is to deliver superior returns and benefits for
shareholders, customers, employees, and society at large.
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CORPORATE GOVERNANCE REPORT
EXEELRS

The Company is committed to maintaining a high standard of corporate
governance practices and procedures, as it believes that an effective corporate
governance framework is fundamental to promoting and safeguarding interests
of shareholders and other stakeholders while enhancing shareholder value.
Save as disclosed below, throughout the year from 1 January 2025 to 31
December 2025 (the “Year”), the Company has consistently adopted and
complied with all the applicable code provisions of the section headed “Part 2
— Principles of good corporate governance, code provisions and recommended
best practices” of the Corporate Governance Code (the “CG Code”) as set
out in Appendix C1 to the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited (the “Stock Exchange” and the “Listing
Rules”, respectively) as guidelines to reinforce our corporate governance
principles.

BOARD OF DIRECTORS
Board Composition

As at 31 December 2025, the board of directors of the Company (the
“Directors” and the “Board”, respectively) comprised 11 members, namely 5
executive Directors (the “EDs”), 2 non-executive Directors (the “NEDs”) and
4 independent non-executive Directors (the “INEDs”). The NEDs and INEDs
represented about 55% of the Board members thereat. During the Year and up
to the date of this annual report, the Board comprises the following members:

EDs

Mr. XI Qiang (appointed as chairman of the Board of the Company (“Chairman”)
on 17 November 2025)

Dr. LI Gang (appointed as chief executive officer of the Company (‘CEQ”)
on 17 November 2025)

Mr. YAU Hang Tat Andrew

Mr. YIN Jian

Mr. ZHANG Zheng

Mr. LIU Xianfu (resigned as Chairman and
CEO on 17 November 2025)

NEDs

Dr. YEN Gordon (Non-executive vice chairman of the Company)
Ms. ZHOU Jing (appointed on 1 April 2025)

Mr. TAO Yongming (resigned on 1 April 2025)

INEDs

Mr. NG Kwok Tung

Mr. YING Wei

Mr. WONG Kwong Chi

Dr. LIN Lin (appointed on 7 June 2025)

Mr. William LAM (resigned on 7 June 2025)

The Company has complied with the requirement under Rule 3.10A of the
Listing Rules whereby the number of INEDs represents at least one-third of the
Board. The profiles of all current Directors are set out on pages 67 to 71 of this
annual report. The relationships among Board members (including financial,
business, family or other material or relevant relationships, if any) are also
disclosed thereto.
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CORPORATE GOVERNANCE REPORT (continued)

All Directors have entered into service contracts or letters of appointment with
the Company, subject to renewal, retirement by rotation and re-election at the
general meetings of the Company in accordance with the articles of association
of the Company (the “Articles”). Article 102(A) of the Articles provides that
at each annual general mesting of the Company (the “AGM”), one-third of
the Directors for the time being, or, if their number is not three or a multiple
of three, then the number nearest one-third or any other number subject to
such manner of rotation as may be required by the statutes, the Listing Rules
or other codes, rules, and regulations prescribed from time to time by the
applicable regulatory authority, shall retire from office. The Directors to retire in
every year shall be those who have been the longest in office since their last
election but as between persons who became Directors on the same day those
to retire shall (unless they otherwise agree between themselves) be determined
by lot. The retiring Directors shall be eligible for re-election. Article 93 of the
Articles also provides that any Director appointed to fill a casual vacancy (who
shall hold office until the next following general meeting of the Company) or as
an addition to the Board (who shall hold office until the next following AGM)
shall then be eligible for re-election, but shall not be taken into account in
determining the Directors who are to retire by rotation at such meeting.

Roles and Responsibilities of the Board and Delegation to the
Management

The Board is responsible for the leadership and control of the Group and
is responsible for promoting the success of the Group by directing and
supervising the business operations of the Group in the interests of the
Company’s shareholders (the “Shareholders”) providing insights regarding the
Group’s culture and values by formulating strategic directions and monitoring
the financial and management performance of the Group.

The overall management of the Group’s business is vested in the Board. The
Board has delegated the day-to-day management of the Group’s business
to the executive management team, and focused its attention on matters
affecting the Group’s overall strategic policies, finances and the Shareholders.
The executive management team assumes full accountability to the Board
for the operations of the Group. A formal schedule has been formulated and
will be reviewed regularly to identify specific matters that shall be reserved
to the Board and those delegated to the management. The Board has given
clear directions to the management that certain matters must be referred to
the Board for consideration and approval. The Board is the ultimate decision
making body of the Company except for matters requiring the approval of
the Shareholders in accordance with the Articles, the Listing Rules and other
applicable laws and regulations.
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CORPORATE GOVERNANCE REPORT (continued)
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Board Independence

The Company recognises that board independence is critical to good
corporate governance and board effectiveness. The participation of
Independent non-executive Directors in the Board brings independent and
objective judgment on issues relating to the Group’s strategy, performance,
conflicts of interest and management process to ensure that the interests of all
Shareholders have been duly considered.

To ensure independent views and input are available to the Board, the
mechanisms described in this Corporate Governance Report are established
by the Board, and Board Committees follow the same processes, where
applicable.

Practices and Conduct of Meetings

Four regular Board meetings at approximately quarterly intervals were held
during the Year. Each of the Directors has actively participated in each meeting
in person or via telephone or videoconferencing. Decisions were made by
majority vote at the Board meetings.

The dates of 2025 regular Board meetings had been determined in 2024 and
any amendments to this schedule were notified to all Directors at least 14 days
before the meetings. Appropriate arrangements were in place to allow the
Directors to include items in the agenda for regular Board meetings.

All Directors had access to the services of the company secretary of the
Company (the “Company Secretary”) who regularly updated the Board on
governance and regulatory matters. Any Director, wishing to do so in the
furtherance of his respective duties, might take independent professional
advice (through the Chairman) at the Company’s expense. The availability
of professional advice extended to three Board committees, namely the
audit committee (“AC” or “Audit Committee”), the remuneration committee
(“RC” or “Remuneration Committee”) and the nomination committee (“NC”
or “Nomination Committee”). Minutes of the Board meetings were taken by
the Company Secretary and, together with any supporting documents, were
available to all Directors. Draft and final versions of the minutes were sent to all
Directors for their comment and record respectively.

If a Director had a conflict of interest in a transaction or proposal to be
considered by the Board and such transaction or proposal was determined
by the Board to be material, the individual Director had to declare his interest
and was required to abstain from voting on any matter in which he or any of
his close associates (as defined in the Listing Rules) had a material interest and
that he would not be counted in the quorum present at the Board meeting.
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Directors’ Attendance at Board Meetings, Board Committee
Meetings and General Meeting

Details of the attendance of the Directors at meetings of the Board, Audit
Committee, Remuneration Committee, Nomination Committee and the AGM

during the Year are set out in the following table:

EENEFTER EFZETERRRRK

BZHERBR

o €2

RREES

SOHFEFBIEN TR

FrEER EEZENEFETHR EREETY
ZHNEEET TR

ZEMREK

Meetings attended/Meetings required to be attended during the Year

FEERESFZHERY REHREZEH

Name of Directors Board AC RC NC AGM
EElY EXg ERZET HWEET REZ8% REEFAE
EDs HiTEZE
Mr. XI Qiang (Note 1) weaks (at1) 1/4 - - - 0/1
Dr. LI Gang (Note 2) OB Wa2) 4/4 - 1/1 - 11
Mr. YAU Hang Tat Andrew BplEELsE 4/4 - - - 11
Mr. YIN Jian FREE 4/4 - - - 11
Mr. ZHANG Zheng RIESLE 4/4 - - - 11
Mr. LIU Xianfu (Note 3) AEELE W3 3/4 - - il il
NEDs FHTEE
Dr. YEN Gordon BE#EL 4/4 3/5 - - 1
Ms. ZHOU Jing (Note 4) BEEL Ws4) 3/4 - - - 1
Mr. TAO Yongming (Note 5) MK 87k (Ba#s) 1/4 - - - 1
INEDs BUHRTEE
Mr. NG Kwok Tung REREE 4/4 5/5 1/1 - il
Mr. YING Wei EERE 4/4 - 1/1 11 il
Mr. WONG Kwong Chi IBZEs 4/4 5/5 - - 1/1
Dr. LIN Lin (Note 6) WIE L (Hf326) 2/4 - - il 0/1
Mr. William LAM (Note 7) WEREE Wz7) 2/4 2/5 - 0/1 il
Date of the meetings 2EEHE 21/03/2025 07/01/2025 17/11/2025 1711/2025  06/06/2025

06/06/2025 14/03/2025 Note 8 Note 9

21/08/2025 04/07/2025 K8 Hrit9

21/11/2025 15/08/2025

21/11/2025
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Notes:

Mr. XI Qiang was appointed as an ED, the Chairman, chairman of the NC and
authorised representative of the Company (the “Authorised Representative”) as
stipulated under Rule 3.05 of the Listing Rules with effect from 17 November
2025.

Dr. LI Gang was appointed as the CEO and member of the RC with effect from 17
November 2025.

Mr. LIU Xianfu resigned as an ED, Chairman, CEO, chairman of the NC and
Authorized Representative with effect from 17 November 2025.

Ms. ZHOU Jing was appointed as a NED with effect from 1 April 2025.

Mr. TAO Yongming resigned as a NED and member of the NC with effect from 1
April 2025.

Dr. LIN Lin was appointed as an INED and member of the NC with effect from 7
June 2025.

Mr. William LAM resigned as an INED, member of the AC and member of the NC
with effect from 7 June 2025.

During the Year, apart from the meeting held on 17 November 2025, written
resolutions had also been circulated and passed by all the RC members on 3
occasions, which were dated 17 March 2025, 9 May 2025 and 14 August 2025,
respectively.

During the Year, apart from the meeting held on 17 November 2025, written
resolutions had also been circulated and passed by all the NC members on 3
occasions, which were dated 14 March 2025, 8 May 2025 and 13 August 2025,
respectively.
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Training of Directors

All Directors have been given relevant guideline materials regarding the duties
and responsibilities as a Director as well as relevant laws, rules and regulations
applicable to the Directors, the duty of disclosure of interest and the business
of the Group.

Each newly appointed Director is provided with the necessary induction
and information to ensure that he/she has a proper understanding of the
Company’s operations and businesses as well as his/her responsibilities
under the relevant statutes, laws, rules and regulations. From time to time, the
Company Secretary/Joint Company Secretaries also provide(s) the Directors
with updates on the latest development and changes in the Listing Rules and
other relevant legal and regulatory requirements.

Each of newly appointed Directors, Dr. LIN Lin and Mr. XI Qiang have obtained
legal advice (referred to Rule 3.09D of the Listing Rules) from a firm of solicitors
engaged by the Company and qualified to advise on Hong Kong law on 7
June 2025 and 17 November 2025 respectively. The advice pertained to the
requirements under the Listing Rules applicable to them as directors of the
Company and the possible consequences of making a false declaration or
giving false information to the Hong Kong Stock Exchange. Each of them has
confirmed that he understood his obligations as a director of the Company.

All Directors have been updated from time to time on the latest developments
and changes in the Listing Rules and other applicable regulatory requirements
to ensure compliance and enhance their awareness of good corporate
governance practices.

The Company has continued to provide the Directors with reading materials
on board and directors’ duties, Listing Rules and Hong Kong law compliance,
corporate governance and ESG, risk management and internal controls, and
industry and business updates for self-study. All of these are of sufficient quality
adequately support Directors’ development of their knowledge and expertise
and cover the specified topics as required under Rule 3.09G of the Listing
Rules.

EEERRS (@)

EEEI

FREESHCERHEMEEIESEZHERE
E-BRARESZAERER  RA KRR -
RESERAEBEHZARMIESIER -

BUMZENEFTIERELENAREIIK
B BRANARQRBNEEREBURER
RELER A BRIRIFGA THEEEBER
ENTHR RENETIAFREFRMHELHR
AR EMBERERAEERENRTERK
BEHIRHEN -

MEZEENEEMMIB L RMBREEDH B

2025687 H K2025F11 B17H DR ERA T
RREERMEEB LI RREERENEMERFN

Rt EHRBIEI.00DIFPIER ZREER - AR
FRRRIRBREREFRATDVESTNER LT
A LUK B B B AP 1F R R B s v
EREMAESINNEBR - REXERIEE
RUEERABDEENEE

PIEESFETRMLETRAREMBERAEEE
RZBRREBHESRMEL WMEREGR
FERMRNEHREFTCEEAERZEH-

ZIK’&EHETET#E%%%@&%%H%?E\J:FE
RARBRAEZREGR REEEKESG BREE
IEEZW%B%E\LX&??ﬁ&%i‘%Eﬁﬁéé@%%ﬂ
A HEFBE -FTAEIIKRRAAEMIEGA
TER ERDIBESENNAKREXRLE R
THE EHFRAISE3.09GIKRENFE LB

49



50

Fountain Set (Holdings) Limited  Annual Report 2025

CORPORATE GOVERNANCE REPORT (continued)
EEERERS (B

Each of the Directors has confirmed that he or she had complied with code
provision C.1.4 of the CG Code on Directors’ training. Throughout the Year,
each of the Directors named below has participated in continuous professional
development by attending seminars/in-house briefing/reading materials on the
following topics to develop and refresh his knowledge and skills and provided a
record of training to the Company:

Name of Directors Topics of Training covered (Notes)
EDs

Mr. XI Qiang (@), (b) and (c)
Dr. LI Gang (@), (b) and (c)
Mr. YAU Hang Tat Andrew (@), (b) and (c)
Mr. YIN Jian (@), (b) and (c)
Mr. ZHANG Zheng (@), (b) and (c)
Mr. LIU Xianfu (@), (b) and (c)
NEDs

Dr. YEN Gordon (@), (b) and (c)
Ms. ZHOU Jing (@), (b) and (c)
Mr. TAO Yongming (@), (b) and (c)
INEDs

Mr. NG Kwok Tung (@), (b) and (c)
Mr. YING Wei (@), (b) and (c)
Mr. WONG Kwong Chi (@), (b) and (c)
Dr. LIN Lin (@), (b) and (c)
Mr. William LAM (@), (b) and (c)
Notes:

(@)  corporate governance
(b)  regulatory requirements or risk management
(c) finance or business operation/management

Directors’ and Officers’ Liabilities Insurance

The Company has arranged appropriate insurance coverage in respect of
potential legal action against the Directors and officers.
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CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Throughout 2025, the Company has consistently adopted and complied with
all the applicable code provisions of the section headed “Part 2 — Principles
of good corporate governance, code provisions and recommended best
practices” of the Corporate Governance Code as set out in Appendix C1
to the Rules Governing the Listing of Securities on the Stock Exchange) the
“Listing Rules” and the “CG Code”, respectively”, as guidelines to reinforce our
corporate governance principles.

Since 1 April 2023, Mr. LIU Xianfu, the former chairman of the Board and
a former executive Director, took up the position of CEO, details of which
were set out in the Company’s announcement dated 31 March 2023. This
arrangement deviated from code provision C.2.1 of the CG Code, which
stipulates that the roles of the chairman and CEO should be separate and
should not be performed by the same individual. However, having considered
the circumstances of the Group at the time, the Board was of the view that
vesting the roles of both Chairman and CEO in the same person enables the
Group to plan its overall strategy more efficiently and achieve the budgeted
target. The Board believes that the balance of power and authority under
this arrangement was adequately ensured by the Board which comprises
experienced, professional and high caliber individuals with a sufficient number
thereof being independent non-executive Directors.

Mr. LIU Xianfu ceased to be a Chairman, ED, CEO and all other positions of
the Company as of 17 November 2025. Effective from 17 November 2025, the
roles of Chairman and the CEO of the Company have been held by different
Directors, thereby complying with code provision C.2.1 of the CG Code.

NON-EXECUTIVE DIRECTORS

All the existing NEDs and INEDs were appointed for a specific term. Each of the
NEDs and INEDs has entered into a letter of appointment with the Company for
a term of one year, subject to renewal, retirement by rotation and re-election at
the general meetings of the Company in accordance with the Articles.

CONFIRMATION OF INDEPENDENCE

The Company has received, from each of the existing INEDs, an annual written
confirmation of independence pursuant to Rule 3.13 of the Listing Rules. The
Board considers that all the INEDs are independent and at least one of them
has appropriate professional qualifications or accounting or related financial
management expertise in accordance with Rule 3.10(2) of the Listing Rules.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions by
Directors of Listed Issuers as set out in Appendix C3 to the Listing Rules (the
“Model Code”) as its own code of conduct regarding Directors’ securities
transactions. In response to the specific enquiries made by the Company on
all Directors, they have confirmed that they had complied with the required
standard set out in the Model Code throughout the Year.
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BOARD COMMITTEES

The Board has established three committees, namely the Audit Committee, the
Remuneration Committee and the Nomination Committee, each with specific
terms of reference. Their terms of reference have been reviewed and approved
by the Board and are updated by reference to the CG Code from time to time.
The terms of reference of each of the Audit Committee, the Remuneration
Committee and the Nomination Committee have been posted on the respective
websites of the Stock Exchange and the Company.

During the Year, these committees adhered to their principles, procedures and
arrangements set out in their respective terms of reference. The respective
committee secretaries took full minutes of the meetings of these committees
and the work of each of these committees was reported to the Board regularly.

AUDIT COMMITTEE

The Company has established the Audit Committee with written terms
of reference for the purposes of reviewing and providing supervision over
the Company’s financial reporting process, risk management and internal
control systems. The terms of reference of the Audit Committee were revised
and became effective on 1 January 2019. The principal duties of the Audit
Committee are to consider the appointment and remuneration of the external
auditors, to monitor the integrity of the Group’s financial statements with a
focus on the changes in accounting policies and practices, major judgmental
areas, significant audit adjustments, going concern assumptions, and
compliance with accounting standards, the Listing Rules and other applicable
legal requirements, and to review the Group’s financial reporting system, risk
management and internal control systems.

As at the date of this annual report, the Audit Committee comprises 1 NED and
2 INEDs, namely Mr. NG Kwok Tung, Dr. YEN Gordon and Mr. WONG Kwong
Chi, and is chaired by Mr. NG Kwok Tung.

The Audit Committee held 5 meetings during the Year and details of the
attendance are shown in the table on page 47 of this annual report. A summary
of the work of the Audit Committee during the Year is set out as follows:

e  provided recommendations to the Board on the re-appointment of
the independent auditor, and approved the audit fee and the terms of
engagement of the independent auditor;

° reviewed and monitored the independent auditor’s independence and
objectivity and the effectiveness of the audit process in accordance with
applicable standards, and discussed the nature and scope of the audit
and the reporting obligations with the independent auditor before the audit
commenced;

e reviewed the financial statements, interim report and annual report as well
as significant financial reporting judgments contained in them;

e reviewed the financial controls, internal control and risk management
systems;
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e discussed the risk management and internal control systems with
management to ensure that the management had performed its duty
to have effective systems. Such discussion included the adequacy of
resources, staff qualifications and experience, training programs and
budget of the Company’s accounting and financial reporting function;

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

e ensured co-ordination between the internal and external auditors, and
ensured that the internal audit function was adequately resourced and had
appropriate standing within the Company, and reviewed and monitored its
effectiveness;

e reviewed the financial and accounting policies and practices; and

e reviewed the independent auditor’s management letter, any material
queries raised by the independent auditor to management regarding
the accounting records, financial accounts or systems of control and
management’s response.

RESPONSIBILITIES OF DIRECTORS AND AUDITOR FOR
FINANCIAL STATEMENTS

The Directors acknowledge their responsibilities for preparing the financial
statements of the Company. They were not aware of any material uncertainties
relating to events or conditions which may cast significant doubt upon the
Group’s ability to continue as a going concern. The independent auditor’s
statement about its reporting responsibilities is set out on pages 83 to 90 of
this annual report.

AUDITOR’S REMUNERATION

During the Year, the fees paid/payable to SHINEWING (HK) CPA Limited,
(“SHINEWING”) the Group’s existing independent auditor in respect of audit
services for the Year amounted to approximately HK$2,663,000, the non-audit
services mainly consisted interim review of HK$350,000 and The State-owned
Assets Supervision and Administration Commission of the State Council’s
report of HK$545,000, respectively.

NOMINATION COMMITTEE

The Company has established the Nomination Committee with written terms
of reference and its principal duties are 1) to review the structure, size and
composition of the Board at least annually; 2) to identify and recommend
suitably qualified candidates as new Director(s) or to fill Board vacancies as
they arise for the approval of the Board; 3) to assess the independence of the
INEDs; and 4) to make recommendations to the Board on the appointment or
re-appointment of Directors and succession planning for Directors, in particular
the Chairman and the CEO.
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As of the date of this annual report, the Nomination Committee comprises an
ED, Mr. XI Qiang, and two INEDs, namely Mr. YING Wei and Dr. LIN Lin, and is
chaired by Mr. XI Qiang.

The Nomination Committee held 1 meeting during the Year and details of the
attendance are shown in the table on page 47 of this annual report. A summary
of the work of the Nomination Committee during the Year is set out as follows:

made recommendations to the Board and determined the policy on
the appointment and re-appointment of Directors and assessed the
independence of the INEDs;

identify and recommend suitably qualified candidates as new Director(s) or
to fill Board vacancies as they arise for the approval of the Board;

reviewed the policy of diversity of the Board; and

reviewed the size, structure and diversity of the Board, and assessed the
balance of skills and experience of the Board as expedient with a diversity
of perspectives appropriate to the requirements of the business of the
Group.

NOMINATION POLICY

The Nomination Committee will recommend to the Board for the appointment
of Directors (including INEDs) in accordance with the following procedures and
process:

The Nomination Committee will, giving due consideration to the current
composition and size of the Board, develop a list of desirable skills,
perspectives and experience at the outset to focus the search effort;

The Nomination Committee may consult any source it considers
appropriate in identifying or selecting suitable candidates, such as referrals
from existing Directors, advertising, recommendations from a third party
agency firm and proposals from the Shareholders with due consideration
given to the criteria which include but are not limited to:

(@) Diversity in the aspects of, amongst others, gender, age, cultural and
educational background, professional experience, skills, knowledge
and length of service;

(b) Commitment for responsibilities of the Board in respect of available
time and relevant interest;

(c) Qualifications, including accomplishments and experience in the
relevant industries in which the Group’s business is involved;
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(d) Independence;
(e) Reputation for integrity;

() Potential contributions that the individual can make to the Board; and

(9) Plan(s) in place for the orderly succession of the Board.

The Nomination Committee may adopt any process it considers
appropriate in evaluating the suitability of the candidates, such as
interviews, background checks, presentations and third party reference
checks;

The Nomination Committee will consider a broad range of candidates who
are in and outside of the Board’s circle of contacts;

Upon considering a candidate is suitable for the directorship, the
Nomination Committee will hold a meeting and/or pass by way of written
resolutions to, if thought fit, approve the recommendation to the Board for
appointment;

The Nomination Committee will provide relevant information of the
selected candidate to the Remuneration Committee for consideration of
the remuneration package of such selected candidate;

The Nomination Committee will thereafter make the recommendation to
the Board in relation to the proposed appointment, and where a Director is
considered, the Remuneration Committee will make the recommendation
to the Board on the policy and structure for the remuneration;

The Board may arrange for the selected candidate to be interviewed by
the members of the Board, who are not members of the Nomination
Committee and the Board will thereafter deliberate and decide the
appointment as the case may be; and

All appointment of Directors will be confirmed by the filing of the consent
to act as Director of the relevant Director (or any other similar filings
requiring the relevant Director to acknowledge or accept the appointment
as Director, as the case may be) to be filed with the relevant regulatory
authorities, if required.

Vi.

vii.

viii.
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POLICY OF DIVERSITY OF THE BOARD

The Company has adopted a policy of diversity of the Board (the “Policy”).
The criteria adopted by the Nomination Committee in considering whether
the relevant personnel are suitable as Directors include their qualifications,
experience, expertise, skills, knowledge, ethnicity, age, cultural background and
so on in view of the provisions of the Listing Rules and the particulars of the
Policy as adopted by the Board are summarised as follows:

Purposes:

1. toincrease diversity at the Board level;

2. to enhance the effectiveness of the Board and the quality of its
performance; and

3. to support the attainment of strategic objectives/plan and sustainable and
balanced development of the Group.

The Company aims to achieve a board diversity by considering various
aspects such as gender, age, culture, educational background, professional
qualifications, skills, knowledge, industry experience, and regional experience.
The Nomination Committee will evaluate candidates based on these criteria
to complement the corporate strategy and achieve board diversity before
making recommendations to the Board. As at 31 December 2025, the
Board comprised 9 male Directors and 2 female Directors. The Company
has complied with the gender diversity requirements under the Listing Rules.
The current gender ratio of the Board is 82% male vs 18% female, and the
workforce gender ratio is 66% male vs 34% female. The Group will timely
review the gender diversity of the Company’s workforce in accordance with the
business development.

Measurable Objectives

The optimum composition of the Board will be based on a range of diversity
perspectives, including but not limited to gender, age, cultural and educational
background, professional qualifications, regional and industry experience, skills,
knowledge and other experience of the Directors. The ultimate decision will be
based on merit and contribution that the selected candidate(s) will bring to the
Board.
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For the purpose of implementation of the Board Diversity Policy, the following
measurable objectives were adopted:

1. The Company should comply with the requirements on board composition
in the Listing Rules from time to time.

2. The number of INEDs should be not less than 3 and one-third of the
Board.

3. At least 1 of the INEDs must have appropriate professional qualifications
or accounting or related financial management expertise.

4. At least 1 Director should be the professional or have intensive experience
of the industry on which the business of the Group is.

REMUNERATION COMMITTEE

The Company has established the Remuneration Committee with written
terms of reference and its principal duties are 1) to make recommendations
to the Board on the remuneration policy for all Directors; 2) to review
and approve the Group’s remuneration policy proposed by the CEO and
make recommendations to the Board; and 3) to review and approve the
management’s remuneration and incentive assessment indicators proposals
by reference to the Board’s corporate goals and objectives. The Group’s
remuneration policy is to provide a competitive level of remuneration in
accordance with current market conditions to attract and motivate the
Directors and staff for their contribution.

As at the date of this annual report, the Remuneration Committee comprises an
ED, Dr. LI Gang, and two INEDs, namely Mr. NG Kwok Tung and Mr. YING Wei,
and is chaired by Mr. YING Wei.

The Remuneration Committee has convened 1 meeting during the Year and
details of the attendance are shown in the table on page 47 of this annual
report. A summary of the work of the Remuneration Committee during the Year
is set out as follows:

e made recommendations to the Board on the remuneration packages of
individual 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 and assessed
their performance;

° reviewed and approved the management’s remuneration and incentive
assessment indicators proposals by reference to the Board’s corporate
goals and objectives; and

e ensured that no Director or any of the respective associates (as defined in
the Listing Rules) is involved in deciding his own remuneration.

EEERRS (@)

MEREFENESTEERMS » LN 5
ERRERM

1. RAABEETLHRAFSARESSAE
PRBYIRTE °

2. BUFATESFHABEBALNIRRE
EgHN=DZz—-

3. EMBBUFNTEFABEBENSE
FERNGS RN B EEFEENH -

4. EMPEFBAEEREBRETEN
EXATHEAFBEENTESR-

HINEEE

AABEMILFHMEE T WRE S EMER
EE HXERBRN)MEEIFTAES Z#HM K
RAEZEFTRHES 2)BRTERIER
FERNFINBRROES SR LEZRI)A
BEFERIEESDHAERMBEN RLEE
ERNHINRENEZERER TRNEFE
REERZ AEENFINBRSERBEEAT
MR RBFE I LRSI KB EE K
BTFHER-

BEAFREP FNZETMIRATESER
2RBIUFFMITESFMER DA AFHEL A
BREEREREE  ZEEGETEDEREE

FEERNFNEZEEAR T IRNEHE HEFS
JIRAFRFBATEZRBR - FMEZEE TN A
FEANNIHEHEEEUTEE:

s MEHNEFEkSHREEEZMETERE
FERHER QRSN RBRASRE
FREEERE (BRERBRURIERFAE
EREEE) - RFBREF KRR

s FHEEFSFMICELSHKERMEBME
BEMFMNREMEZEREE &

s BMEEIMEFAZENEABRBEA (EE
R EWRER) FRAIBERERS Z HbM o

2025 % BT



58

Fountain Set (Holdings) Limited  Annual Report 2025

CORPORATE GOVERNANCE REPORT (continued)
EEERERS (B

RISK MANAGEMENT AND INTERNAL CONTROL

The Board has overall responsibility for the risk management and internal
control systems of the Group. The risk management and internal control
systems employed by the Group are designed to manage rather than eliminate
the risk of failure to achieve the business objectives of the Group, and can
only provide reasonable and not absolute assurance against material and/
or financial misstatement or loss. The Board is also responsible for evaluating
and determining the risk related to the Group’s environmental, social and
governance (‘ESG”) reporting (‘ESG Report”) and ensuring that appropriate
and effective ESG risk management is in place. Details of the ESG risk
management system will be disclosed in the Company’s ESG Report. The
Board has delegated the Audit Committee the following duties:

1. to review the Company'’s financial controls, risk management and internal
control systems;

2. 1o discuss the risk management and internal control systems with
management to ensure that the management has performed its duty
to have effective systems. This discussion should include the adequacy
of resources, staff qualifications and experience, training programs and
budget of the Company’s accounting and financial reporting function;

3. where an internal audit function exists, to ensure co-ordination between
the internal and external auditors, and to ensure that the internal audit
function is adequately resourced and has appropriate standing within the
Company, and to review and monitor its effectiveness; and

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

The Company has established the Group Internal Audit Department (the “IAD”)
and the CEO Office to manage the internal control and risk management issues
of the Group respectively. The CEO Office reports to both the AC and the CEO,
while the IAD reports only to the AC.

The AC and the CEO report to the Board periodically regarding material
controls, including financial, operational and compliance controls and other risk
issues of the Group identified by the AC and the CEO from time to time. The
Board, through the AC, reviews risk management and internal control matters
approximately once every six months. The Board and the AC are satisfied with
the effectiveness of the Company’s procedure for financial reporting.
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INTERNAL CONTROL

The IAD is responsible for the internal control matters of the Group and
currently comprises 4 staff members. It is governed by an internal audit charter
and has established an internal audit approach for its internal audit function.
The IAD has prepared 18 internal audit reports during the year ended 31
December 2025. The Board has confirmed that IAD had been provided with
adequate resources and budget and comprised qualified staff with sufficient
experience and training programs to perform its internal audit function.

The missions of the IAD are:

— to evaluate and improve the Group’s risk management, control and
operation processes; and

— to assist the organisation in achieving the best practice, thus becoming
the best managed company.

The IAD is authorised to have unrestricted access to records, personnel, and
physical properties relevant to the performance of audits. Their relevance
depends on the nature and extent of the audits as well as the audit
environment, and is subject to the internal audit guideline on the handling of
sensitive information as endorsed by the AC. The IAD is authorised to directly
and regularly communicate with the senior management and all executives in
individual organisation being audited to discuss its major findings. All personnel
within the Group are required to assert full cooperation any time and in any
place with the IAD necessary to allow it to discharge its responsibilities.
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RISK MANAGEMENT

The Group has established a comprehensive risk management framework
(the “Framework”) since 2016. The Framework is to execute the basic risk
management measures in various business sectors such as production,
operation and management, with the aim to (i) develop a group-wide, open and
proactive risk management culture, and (i) safeguard the strategic development
and current business operations of the Group.

The Framework consists of the following concepts:
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The Comprehensive Risk Management Framework
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The Company has also established the guideline for the Framework (the
“Guideline”). According to the Guideline, the risk management function of the
Group is made up of the Board, the AC, the CEO, senior management, the
CEO Office, the IAD and various subsidiaries of the Company.

The Framework is a tri-layer system. The first layer is mainly made up of senior
management and heads of various functional and operational departments of
the Group, who are the key players for minimising potential risks in advance.
The second layer consists of the AC, the CEO and the CEO Office, which
is mainly responsible for the organisation, co-ordination and planning of the
corporate risk management works and monitors the progress of the risk
management works. Thus, the second layer is vital during a risk management
crisis. The third layer is formed by the AC and the IAD to review and audit
the existing operation flow such as information system, business flow and
financial disclosure. The third layer is often the key to mitigate risk factors in the
aftermath of a risk management crisis.

Risk Management
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The following diagram displays the relationship and interaction among the three ~ FEIFER 7 1E2R3B 2 M BRRE KR ES) :
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In 2026, the CEO Office will continue to focus on the following risk 1820265 » MH A R B H T T 58I E KR
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3. Accelerate the implementation progress of the risk management work. 3. MRRMEBEIENEMERE-
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During 2025, the IAD and the CEO Office had reviewed the risk management
and internal control systems of the Group and reported their findings to the
AC. The risk management and internal control systems are reviewed twice
during the Year. There was no significant defect found in respect of the risk
management or internal control system under review. The Board and the AC
are satisfied with the effectiveness and adequacy of the risk management and
internal control systems of the Group.

WHISTLEBLOWING POLICY

The Company has established a whistleblowing policy which enables
employees and other stakeholders to raise concerns in confidence regarding
suspected misconduct, malpractice or irregularities in financial reporting,
internal control or other matters.

ANTI-CORRUPTION POLICY

The Company has also adopted an anti-corruption policy to promote ethical
and lawful business conduct. Training on anti-corruption is provided to
employees where appropriate.

INSIDE INFORMATION POLICY

The Group has established a policy for ensuring that inside information (the
“Inside Information”) is disclosed to the public in an equal and timely manner
in accordance with the Listing Rules and the Securities and Futures Ordinance
(Chapter 571 of the Laws of Hong Kong).

The senior management of the Group is to provide timely and accurate
information, to allow the Board to make an informed decision to determine
whether the information is the Inside Information and/or whether the Company
has to disclose such information to the public. Senior management of the
Group must report to the Board and/or the CEO any information they have
which they believe to be the Inside Information and will trigger the Company
to discharge its disclosure duty. The Company Secretary will follow up
accordingly.

The Company Secretary is responsible for disclosing the Inside Information to
the public and/or is authorised to collect any information from any department
and/or employee of the Group in order to help determining whether the alleged
information is Inside Information and/or whether disclosure is required.
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CORPORATE GOVERNANCE

Corporate Governance Duties

The Board is responsible for performing the corporate governance duties of
the Group, including (a) developing and reviewing the policies and practices
on () corporate governance and (i) compliance with legal and regulatory
requirements of the Company; (b) reviewing and monitoring the training and
continuous professional development of the Directors and senior management;
(c) developing, reviewing and monitoring the code of conduct and compliance
manual (if any) applicable to employees and Directors; and (d) reviewing the
Company’s compliance with the CG Code and disclosure in the corporate
governance report. The Board has, amongst other matters, reviewed this
corporate governance report, ensuring compliance with the Listing Rules.

COMPANY SECRETARY

Ms. CHENG Wai Han Charmaine (“Ms. CHENG”), the company secretary of the
Company, has continued to perform and discharge the duties of a company
secretary under the Listing Rules.

Ms. CHENG joined the Group in October 2003 and is currently the Deputy
General Manager (Group Corporate Governance Department, now renamed
Group Integrated Management Department) of the Company. She has over
26 years of extensive working experience specialising in company secretarial
matters, credit management, investor relations, corporate affairs and general
insurance operation. Ms. CHENG is a fellow member of each of The Hong
Kong Chartered Governance Institute (formerly known as The Hong Kong
Institute of Chartered Secretaries) and The Chartered Governance Institute
(formerly known as The Institute of Chartered Secretaries and Administrators)
in England. Ms. CHENG obtained a Bachelor of Commerce degree from
Mount Allison University, Canada, an Executive Master’s degree in Business
Administration (EMBA) from the Chinese University of Hong Kong and a Master
of Science degree in Professional Accounting and Corporate Governance from
the City University of Hong Kong. Ms. Cheng was the first female president of
the Alumni Association of the Chinese University of Hong Kong Executive MBA
Program and is a director of the Chinese University of Hong Kong Federation
of Alumni Associations. She is also a member of the Advisory Board of the
Hong Kong Breast Cancer Foundation from 2024 to 2026 and a member
of the Breast Cancer Support Center Committee from 2024 to 2026. Ms.
CHENG has fulfilled the specified qualifications and experience under Rule 3.28
of the Listing Rules and she has received no less than 15 hours of relevant
professional training in compliance with Rule 3.29 of the Listing Rules during
the Year.
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SHAREHOLDERS’ RIGHTS

The Board and the management of the Company endeavour to maintain
a continuing communication with the Shareholders and investors through
various channels, including the Company’s general meetings. Set out below is
a summary of how the Shareholders can convene a general meeting and put
forward proposals at such meetings.

Convening a general meeting

Pursuant to Sections 566 to 568 of the Companies Ordinance (Chapter 622
of the Laws of Hong Kong) (the “Companies Ordinance”), Shareholder(s)
holding at least 5% of the total voting rights of all the Shareholders having a
right to vote at general meetings may, by written request authenticated by the
Shareholder(s) making it (the “Written Request”) and sent to the Company,
require the Directors to call a meeting.

The Written Request () must state the general nature of the business to be
dealt with; and (i) may include the text of a resolution that may properly be
moved and is intended to be moved at the meeting.

The Directors must call a meeting within 21 days after the date on which they
become subject to the requirement of the relevant Shareholder(s) and such
meeting must be held within 28 days after the date of the notice convening the
meeting.

If the Written Request received by the Company identifies a resolution that may
properly be moved and is intended to be moved at the meeting, the notice of
the meeting must include notice of the resolution. The business that may be
dealt with at the meeting includes a resolution that has been included in such
notice of meeting. If the resolution is to be proposed as a special resolution, the
Directors must include, in the notice of the meeting, the text of the resolution
and specifies the intention to propose the resolution as a special resolution.

If the Directors do not call a meeting as required by the Written Request, the
Shareholders who requested the meeting, or any of them representing more
than one-half of the total voting rights of all of them, may themselves call a
general meeting.

The meeting to be called by the Shareholders must be called (i) within
3 months after the date on which the Directors become subject to the
requirement to call a meeting and (i) in the same manner, as nearly as possible,
as that in which that meeting is required to be called by the Directors.

Any reasonable expenses incurred by the Shareholders requesting the
meeting by reason of the failure of the Directors duly to call a meeting must be
reimbursed by the Company.
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CORPORATE GOVERNANCE REPORT (continued)

Procedures to put forward proposals at general meetings

Pursuant to Sections 580 and 582 of the Companies Ordinance, a Shareholder
may request the Company to circulate a statement of not more than 1,000
words with respect to a matter mentioned in any proposed resolution or other
business to be dealt with at any general meeting.

To put forward proposals at the meeting, a Written Request must be made
by (i) Shareholder(s) holding at least 2.5% of the total voting rights of all the
Shareholders who have a relevant right to vote on a proposed resolution at the
meeting; or (i) at least 50 Shareholders who have a relevant right to vote on a
proposed resolution at the meeting.

The Written Request must identify the statement to be circulated, and must
be received by the Company at least 7 days before the relevant meeting. The
expenses of circulating such statement must be paid by the Shareholder(s)
who requested the circulation of the statement unless (i) the Company resolves
otherwise or (i) the meeting to which the requests related is an AGM; and
requests sufficient to require the Company to circulate the statement are
received in time to enable the Company to send a copy of the statement at the
same time as it gives notice of the meeting.

Enquiries from Shareholders

Shareholders should direct their enquiries in respect of their shareholdings or
change of address or distribution instructions to the Company’s share registrar,
Boardroom Share Registrars (HK) Limited. Shareholders may at any time send
their enquiries to the Board via the Investor Relations Representative of the
Company whose contact details are shown under “Shareholder Information” of
this annual report.

COMMUNICATION WITH SHAREHOLDERS AND
INVESTORS

The Company believes that effective communication with shareholders is
essential for enhancing investor relations and investors’ understanding of the
Group’s business performance and strategies. The Company endeavours to
maintain an on-going dialogue with shareholders and in particular, through
AGM and other general meetings. The chairman of the Board, all other
members of the Board including INEDs, and the chairmen of all Board
committees (or their delegates) will make themselves available at the AGM to
meet Shareholders and answer their enquiries.

To promote effective communication, the Company maintains a website at
www.fshl.com, where information and updates on the Company’s business
developments and operations, financial information, corporate governance
practices and other information are available for public access.
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Policies relating to Shareholders

The Company has in place a Shareholders’” Communication Policy to ensure
that Shareholders’ views and concerns are appropriately addressed. The policy
is regularly reviewed to ensure its effectiveness.

The Company has reviewed the implementation and effectiveness of the
shareholder communication policy during the year and conclude that it is
effective because some minority shareholders have personally approached the
company and ask for relevant news.

CONSTITUTIONAL DOCUMENTS

There was no change in the Company’s constitutional documents during the
Year.
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EXECUTIVE DIRECTORS

Mr. XI Qiang (“Mr. XI”)

Chairman of the Board

Chairman of the Nomination Committee

Aged 50, has been appointed as an executive Director, the chairman of the
Board, chairman of the nomination committee and Authorised Representative,
with effect from 17 November 2025. Mr. XI has nearly 31 years of experience
in finance, risk management and corporate operations. He is familiar with risk
management in the spot and futures markets for bulk commodities, inventory
risk management, credit risk management and other related businesses.
He graduated from the Central University of Finance and Economics in the
People’s Republic of China in 1997 with a Bachelor’s degree in economics,
majoring in public finance. Mr. Xl holds the qualifications of Chinese Certified
Public Accountant, Chinese Certified Enterprise Risk Manager and Chinese
Futures Practitioner.

Dr. LI Gang (“Dr. LI”)
Chief Executive Officer
Member of Remuneration Committee

Aged 47, was appointed as an ED and Vice President on 1 June 2023 and the
CEO with effect from 17 November 2025. Dr. LI has 12 years of experience in
the textile industry, 19 years of experience in strategic research and planning,
strategy implementation and investment project management. Expertise in
strategic development planning and more. Dr. LI once served two Hong Kong
listed companies, China Agri Oils and Sinochem Fertilizer. He graduated from
Hubei University of Technology with a Bachelor’s degree in industrial finance
and accounting in 2001, a Master’'s degree in economics from Zhongnan
University of Economics and Law in 2004, and a Doctor’s degree in economics
from Renmin University of China in 2007.
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Mr. YAU Hang Tat Andrew (“Mr. YAU”)

Aged 57, was appointed as an ED on 28 August 2018. Mr. YAU is also
the chief marketing officer of the Group and holds directorships in certain
subsidiaries of the Company. Mr. YAU joined the Group in 1992 and has over
31 years of experience in the textile industry with extensive experience in
operations and strategic planning. Mr. YAU graduated from the Hong Kong
Polytechnic (now known as The Hong Kong Polytechnic University) in 1991
with a Higher Diploma in Textile Technology and subsequently obtained a
Master of Science degree in Textile Engineering from the University of Leeds in
England in 1992. He earned an Executive Master of Business Administration
degree and a Master of Science (MSc) degree in Finance from the Chinese
University of Hong Kong in 2015 and 2019, respectively.

Mr. YIN Jian (“Mr. YIN”)

Aged 47, graduated from China Agricultural University College of Economics
and Management with a Master’s degree in agricultural economics and
management. Mr. YIN previously worked at China National Cotton Group
Corporation. He has 23 years of experience in administrative management,
strategic investment, and market research, with strong abilities in strategic
planning and business decision-making.

Mr. ZHANG Zheng (“Mr. ZHANG”)

Aged 40, was appointed as an ED on 1 April 2021. Mr. ZHANG graduated
with a Bachelor Degree in Economics from Renmin University of China in
2009, and a Master’s Degree in Economics from Renmin University of China
in 2011. He obtained with the professional qualification of board secretary of
Shenzhen Stock Exchange in 2017. He has adequate knowledge in equity
financing, mergers and acquisitions and fund management. Mr. ZHANG was
the Researcher, Assistant of Fund Manager and Fund Manager of Da Cheng
Fund Management Co., Ltd. between 2011 and 2017.
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NON-EXECUTIVE DIRECTORS
Dr. YEN Gordon (“Dr. YEN”)
Non-executive Vice Chairman
Member of Audit Committee

Aged 56, has been a NED since 31 May 2013 and was appointed as the Non-
executive Vice Chairman of the Board on 28 August 2018. He was further
appointed as a member of the Audit Committee on 7 June 2025. Prior to
that, he was the Chief Financial Officer of the Group and an ED. He joined
the Group in 1999 and was then promoted to the role of ED in 2004 before
being re-designated as a NED. Dr. YEN is currently the founding managing
partner of Radiant Tech Ventures Limited, an innovation and technology venture
capital firm. Dr. YEN is registered as a responsible officer under the Securities
and Futures Ordinance for Type 9 (asset management) regulated activity. He
serves as an independent non-executive director and a member of the audit
committee and the nomination committee as well as the chairman of the
sustainability committee of Impro Precision Industries Limited, and also serves
as an independent non-executive director and a member of the nomination
committee of Asia Allied Infrastructure Holdings Limited, both companies listed
on the Main Board of The Stock Exchange of Hong Kong Limited. Dr. YEN is
a distinguished professor at the City University of Hong Kong; chairman of the
Hong Kong Venture Investment and Business Angel Network; and a Director of
Hong Kong Venture Capital & Private Equity Association (HKVCA). He holds a
Bachelor’s degree in Manufacturing Engineering from Boston University, USA;
a Master degree in Business Administration from McGill University, Canada
and a Doctorate in Business Administration from The Hong Kong Polytechnic
University.

Ms. ZHOU Jing (“Ms. ZHOU”)

Aged 40, graduated from the Law School Beijing Normal University
with a master’s degree in litigation law. Ms. ZHOU has 16 years of legal
work experience. She has extensive experience in corporate legal affairs
management and risk resolution, is familiar with domestic and foreign laws,
regulations, and industry norms.
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INDEPENDENT NON-EXECUTIVE DIRECTORS
Mr. NG Kwok Tung (“Mr. NG”)

Chairman of the Audit Committee

Member of the Remuneration Committee

Aged 75, joined the Board in 1993 as an INED, and was then appointed as
the chairman of the Audit Committee and a member of the Remuneration
Committee. Mr. NG is a practising accountant. He holds a Bachelor of
Commerce Degree and a Licentiateship in Accountancy from McGill University,
Canada and a Diploma in Chinese Law from the University of East Asia,
Macao. Mr. NG is a member of each of Hong Kong Institute of Certified
Public Accountants, Institute of Chartered Professional Accountants of
British Columbia, Order of Chartered Professional Accountants of Quebec,
The Canadian Institute of Chartered Professional Accountants, The Taxation
Institute of Hong Kong, The Society of Chinese Accountants and Auditors and
the Society of Registered Financial Planners in Hong Kong.

Mr. YING Wei (“Mr. YING”)
Chairman of the Remuneration Committee
Member of the Nomination Committee

Aged 59, was appointed as an INED, the chairman of the Remuneration
Committee and a member of the Nomination Committee on 1 January
2015. Mr. YING holds a Master's Degree in Business Administration from
the University of San Francisco and a Bachelor's Degree in Economics from
the Zhejiang Gongshang University (formerly known as Hangzhou Institute
of Commerce) in the PRC. He is a non-practising member of the Chinese
Institute of Certified Public Accountants. For the period from 1989 to 2007,
Mr. YING served as an ED and the Vice President of China Resources Textiles
(Holdings) Company Limited. Between 2007 and 2009, he served as the Vice
President of China Water Affairs Group Limited, a company listed in Hong
Kong. From July 2008 to July 2009, he held the position of an ED and the
President of China City Infrastructure Group Ltd. (formerly known as China
Botanic Development Holdings Limited), a company listed in Hong Kong. From
September 2011 to March 2022, Mr. YING was an INED of China Hengtian
Lixin International Co., LTD. From May 2016 to February 2021, he served as a
director of Shenzhen listed Giant Network Group Co., LTD. (formerly known as
Chongging New Century Cruises Co., LTD.). From 2016 to 2025, he was an
INED of Zhongsheng Group Holdings Limited, a company listed in Hong Kong.
Currently, Mr. YING is a NED of China Health Group Limited, a listed company
in Hong Kong and a managing partner of CDH Investments.
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Mr. WONG Kwong Chi (“Mr. WONG”)
Member of the Audit Committee

Aged 74, has been an INED since 30 June 2021 and was further appointed
as a member of the Audit Committee since 1 November 2021. Mr. WONG
was an INED from 1998 to 2012. He has extensive experience in the capital
investment market. Mr. WONG is a founding partner and a member of the
investment committee of Whiz Partners Asia Limited and he is the chairman
of the board of directors of Cornwall Medical Holding Company Limited. He
was an executive director of CDC Corporation which is a listed company in
the United States and an executive director of CDC Software Corporation
which is a public company in the United States. He was also an executive
director of China.com Inc. (now known as Sino Splendid Holdings Limited)
and an independent non-executive director of Glory Mark Hi-Tech (Holdings)
Limited and Sinoref Holdings Limited (now known as Cybernaut International
Holdings Company Limited), all of which are listed companies in Hong Kong.
Mr. WONG holds a Bachelor’'s degree of Science in Physics and a Master’s
degree in Business Administration from the Chinese University of Hong Kong.
Additionally, Mr. WONG served as the former Chairman of the Hong Kong
Venture Capital and Private Equity Association, the former Vice President of
The Hong Kong Electronic Industries Association and the former Vice President
of the Hong Kong Auto Parts Industry Association. He is also a member of the
Hong Kong Young Industrialists Council and the Honorary Advisor of the Hong
Kong Critical Components Manufacturers Association.

Dr. LIN Lin (“Dr. LIN”)
Member of Nomination Committee

Aged 53, was appointed as an INED and a member of the Nomination
Committee with effect from 7 June 2025. She graduated from Shanghai
University of Engineering Science in 1993 with a Bachelor's degree in Textile
Chemistry and Dyeing & Finishing Engineering. In 1999, she obtained a
Master’s degree in Textile Chemistry and Dyeing & Finishing Engineering
from Beijing Institute of Fashion Technology. Subsequently, in 2003, she
completed her Ph.D. in Textile Chemistry and Dyeing & Finishing Engineering
from Donghua University. Currently, Dr. LIN holds the position of Professorate
Senior Engineer. Over the years, Dr. LIN has held prominent positions including
Director of the Industry Department, Deputy Secretary General, Secretary
General, Vice President and Secretary General, and at the China Dyeing
and Printing Association (‘CDPA”), where she now serves as the President
of CDPA, a non-profit social organization which is voluntarily composed of
experienced professionals, enterprises and institutions from the textile printing
and dyeing industry. Dr. LIN has extensive experience in association work and
industry services, is familiar with the current status and development trends
of the printing and dyeing industry and related fields both domestically and
internationally, and has a systematic understanding of relevant technologies,
standards, management policies and requirements.
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EFEHRS

The Directors present the annual report and the audited consolidated financial
statements of the Group for the year ended 31 December 2025 (the “Year”).

PRINCIPAL ACTIVITIES

The Company acts as an investment holding company. The Group is principally
engaged in the textile and garment businesses, including the production
and sale of knitted fabric and garments. Details of the principal activities of
its principal subsidiaries are set out in note 35 to the consolidated financial
statements.

FINANCIAL STATEMENTS AND APPROPRIATIONS

The Group’s financial performance for the Year and the financial position of
the Group as at 31 December 2025 are set out in the consolidated financial
statements on pages 91 to 188 of this annual report. No interim dividend was
declared for the six months ended 30 June 2025. The Board has resolved to
recommend the payment of a final dividend of HK5.70 cents per share of the
Company (the “Share”) (payout ratio: 97.93%) in respect of the Year (2024:
HK$1.16 cents per share with a payout ratio of 100%) to the shareholders of
the Company (the “Shareholders”) whose names will appear on the register
of members of the Company (the “Register of Members”) on Wednesday,
17 June 2026. The Board has not recommended any special dividend for
the Year (2024: special dividend of HK4.34 cents per share, amounting to
HK$53,114,000).

Subject to the approval of the Shareholders at the forthcoming AGM of the
Company to be held on Thursday, 4 June 2026, it is expected that the final
dividend will be paid on or about Monday, 29 June 2026.

DIRECTORS

The Directors during the Year and up to the date of this report were as follows:

EDs
Mr. XI Qiang
(appointed as Chairman on 17 November 2025)
Dr. LI Gang
(appointed as CEO on 17 November 2025)
Mr. YAU Hang Tat Andrew
Mr. YIN Jian
Mr. ZHANG Zheng
Mr. LIU Xianfu
(resigned as Chairman and CEO on 17 November 2025)

NEDs

Dr. YEN Gordon (Non-executive Vice Chairman of the Company)
Ms. ZHOU Jing (appointed on 1 April 2025)

Mr. TAO Yongming (resigned on 1 April 2025)
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INEDs

Mr. NG Kwok Tung

Mr. YING Wei

Mr. WONG Kwong Chi

Dr. LIN Lin (appointed on 7 June 2025)

Mr. William LAM (resigned on 7 June 2025)

According to the Articles, Mr. XI Qiang, Dr. LI Gang, Mr. ZHANG Zheng, Mr. NG
Kwok Tung and Dr. LIN Lin will retire and being eligible, will offer themselves
for re-election at the forthcoming AGM. Mr. NG Kwok Tung and Mr. YING Wei
have served as INEDs for more than nine years. The Nomination Committee
of the Company believes that Mr. NG Kwok Tung and Mr. YING Wei have
demonstrated their integrity and independence in their appointed positions
and contribution to the Board, providing independent judgment and fresh
perspectives to the Company’s affairs, unaffected by their length of service. The
Board is confident that their in-depth understanding of the Group’s business
and their extensive experience and professional knowledge will continue to
make significant contributions to the Board.

The independence of INEDs has been assessed by the Company’s Nomination
Committee. The Company has also received annual confirmations regarding
their independence, as per the independence guidelines under Listing Rule
3.13. The Board confirms that all Independent Non-Executive Directors of the
Company are independent individuals.

As at 31 December 2025, no Director proposed for re-election at the
forthcoming AGM had a service contract with the Company or any of its
subsidiaries, which is not determinable by the Group within 1 year without
payment of compensation, other than statutory compensation.

The biographical details of the Directors are set out on pages 67 to 71 of this
annual report.
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DIRECTORS’ INTERESTS IN SECURITIES

As at 31 December 2025, the interests and short positions of the Directors
and the chief executive of the Company in the shares, underlying shares and
debentures of the Company or any of its associated corporations (within the
meaning of Part XV of the Securities and Futures Ordinance (Chapter 571 of
the Laws of Hong Kong) (the “SFQO”)), which were required to be: (a) notified
to the Company and The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) pursuant to Divisions 7 and 8 of Part XV of the SFO (including
interests and short positions which they were taken or deemed to have under
such provisions of the SFO), (b) recorded in the register required to be kept
by the Company pursuant to Section 352 of the SFO (the “Register”), or (c)
notified to the Company and the Stock Exchange pursuant to the Model Code
for Securities Transactions by Directors of Listed Issuers as set out in Appendix
10 to the Rules Governing the Listing of Securities on the Stock Exchange (the
“Listing Rules” and the “Model Code”, respectively), were as follows:

Long positions in the Shares:

ERZESED

2025128318 AR B EERESITEHA
ERARBHEEAEH LB (RBEEEEM
FHOT1ER S MHPEEAG (F8 5 REBE A 5
XVEBFTEE T 2 W &) 2 B1D ~ 1BRA MRS R E S
B (@)ZE 5 RS KR BEXVE BT RS
BN ANBDREBMEXZFABRAR (M
RPN 2 m kB (BIERER S RIS
Z2EBRREREWEERRAER 2 m Bk
B) O IRIEAR B EEH & E KRG 553521%
FrEE Rz (Tafl) 2%
mRKA S ()R AL FraE 5 LR AT £2C3
iz EHBTAERETEERZNIZES
B (28] & T ERA & MREESFA) BAEAR
BRIz Em R BWT -

REROBGFAIER

Number of Approximate %
Name of Directors Capacity Nature of Interests Shares Held Total of the Issued Shares
HEEATE
EEY & e R RAERRA B Yy ERORFESH
Dr. YEN Gordon Beneficial owner Personal interest 8,380,000 8,380,000 0.68
BREREL BERAEBA BAEL
Mr. YAU Hang Tat Andrew Beneficial owner Personal interest 2,508,000
mEELE BERAEBA BAEL
2 24
Spouse’s interests Family interest 380,000 888,000 0
BB RIEER (Note) (H&2)
Note:  Mr. YAU Hang Tat Andrew is deemed to be interested in 380,000 Shares held by~ #a7 ©  RIFFEF R EIRA » BRIEE R EWR 2%

his spouse under the SFO.

Save as disclosed above, as at 31 December 2025, none of the Directors
and the chief executive of the Company had any interests or short positions
in any shares, underlying shares or debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the SFO), which
(@) had been notified to the Company and the Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO (including interests and short positions
which they were taken or deemed to have under such provisions of the SFO),
(b) were recorded in the Register, or (c) had been notified to the Company and
the Stock Exchange pursuant to the Model Code.

5 ELE BF 1% 75 2/A 7 59380,0000 1315 2
o

bR Eatig B E SN ) 12025128318 » i E K
REEF B TBRABRAATHNEEMAE
BA®E (BRBBSRPEEMBEXVEFTIE T 2
W) 2 AR BRRG RERETERR
AN B(a)1% 58 5 KA E & B SEXVER 557 K87
HBMANBD MBIz ERRKE (BIER
EESKAERAZERRERSEREFEIR
REB 2R ORR) ()N &R 2 £
Mm%k E 5 ) RBRESFRIBBAARR
B KM R 2 AR SR A o



SUBSTANTIAL SHAREHOLDERS’ AND OTHER PERSONS’
INTERESTS

As at 31 December 2025, the following persons (other than a Director or the
chief executive of the Company)/entities had interests and short positions in
the Shares and underlying Shares as recorded in the register of interests of
the substantial shareholders required to be kept by the Company pursuant to
Section 336 of the SFO (the “Substantial Shareholders’ Register”).
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FTERRKREMATED

R20255F 128318 RIBEARBEZTHF RIFE
BHEIBCERFMEEZTERERTM (EER
R i FUALT (RRAREEHEST
BAERRIN BENRKRND REERS TES
ERRRED

Long positions in the Shares:

REMNERER !

Name of Number of Approximate %
Substantial Shareholders Capacity Nature of Interests Shares Held Total of the Issued Shares
81k
TERRLHE 51p RHtE HERMEE ay  ERTRHEAL
COFCO Corporation (‘COFCQ") Interest of controlled Corporate interest 485,092,000 485,092,000 39.60
corporations (Notes 1 and 2)
FigEEARAR (THig) EEEENER EERR Mt1k2)
Chinatex Corporation Limited Interest of controlled Corporate interest 485,092,000 485,092,000 39.60
(“Chinatex”) corporations (Notes 1 and 2)
FERHERERAF (Hh45)) EHEENER EERR Mt1k2)
Chinatex Yieldfull Investment Co., Beneficial owner Personal interest 409,036,000 409,036,000 33.39
Ltd. (*Yieldful)
THEEREBRERAR (BE) BREAA (EPN 5
Mr. SUN Weiting (“Mr. SUN”) Interest of controlled Corporate interest 211,966,000 211,966,000 17.30
corporations (Note 3)
BEREE (Thrt) EEEENER EERR Hiz23)
Ms. CHEN Lingfen (“Ms. CHEN") Interest of controlled Corporate interest 211,966,000 211,966,000 17.30
corporations (Note 3)
BEFLL (MRgt)) EHEENER EERR Hiz23)
Huafu Holding Co., Ltd. (‘Huafu Interest of controlled Corporate interest 211,966,000 211,966,000 17.30
Holding") corporations (Note 3)
EIRRAERAR (EF2R) EEEENER EERR Hiz23)
Huafu Fashion Co., Ltd. (*Huafu Interest of controlled Corporate interest 211,966,000 211,966,000 17.30
Fashion”) corporations (Note 3)
EIRHRNARAR (EZRE) BEREENER EERR Hiz23)
Mr. HA Chung Fong (‘Mr. HA") Beneficial owner Personal interest 100,562,948 100,176,948 8.21
BEEE (E5%4%) BHBEAA (EPN5
Ms. TANG Kuen Mui (‘Ms. TANG) Spouse’s interests Family interest 100,562,948 100,176,948 8.21
(Note 4)
BiEm L (e t)) [RED 4 FiEER (Wizt4)

*

For identification purpose only

© EHEER
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Notes:

1. Yieldfull is a wholly-owned subsidiary of Chinatex and Chinatex is a wholly-owned
subsidiary of COFCO. Therefore, each of Chinatex and COFCO is deemed to be
interested in the Shares held by Yieldfull under the SFO.

2. As at 31 December 2025, Chinatex (H.K.) Holding Limited (“Chinatex (H.K.)”)
held 76,056,000 Shares as beneficial owner. Chinatex (H.K.) is a wholly-owned
subsidiary of Chinatex and Chinatex is a wholly-owned subsidiary of COFCO.
Therefore, each of Chinatex and COFCO is deemed to be interested in the Shares
held by Chinatex (H.K.) under the SFO.

3. Hong Kong Tin Shing Trading Limited (“Tin Shing”) held 211,966,000 Shares as
beneficial owner. Tin Shing is a wholly-owned subsidiary of Huafu HK Co. Limited
(“*Huafu HK”). Huafu HK is a wholly-owned subsidiary of Shenzhen Huafu Import
and Export Co., Ltd. (“Shenzhen Huafu”) and Shenzhen Huafu is a wholly-owned
subsidiary of Huafu Fashion. Huafu Fashion is owned as to 23.60% by Huafu
Holding and Huafu Holding is owned as to 50% by each of Mr. SUN and Ms.
CHEN. Therefore, each of Huafu HK, Shenzhen Huafu, Huafu Fashion, Huafu
Holding, Mr. SUN and Ms. CHEN is deemed to be interested in the Shares held by
Tin Shing under the SFO.

4. Ms. TANG, spouse of Mr. HA, is deemed to be interested in the Shares held by Mr.
HA under the SFO.

Save as disclosed above, as at 31 December 2025, the Directors were
not aware of any persons (other than a Director or the chief executive of
the Company) who/entities which had any interests and short positions in
the Shares and underlying Shares, which were recorded in the Substantial
Shareholders’ Register.

ARRANGEMENTS TO PURCHASE SHARES OR
DEBENTURES

Save as disclosed above, at no time during the Year was the Company, or
its holding companies, or any of its subsidiaries or fellow subsidiaries a party
to any arrangements to enable the Directors to acquire benefits by means of
the acquisition of shares in, or debentures of, the Company or any other body
corporate and no such arrangements subsisted as at 31 December 2025.

PERMITTED INDEMNITY PROVISION

Pursuant to the Articles, every Director shall be entitled to be indemnified out of
the assets of the Company against all losses or liabilities which he may sustain
or incur in or about the execution of the duties of his office. Such provision was
in force during the course of the Year and remained in force as of the date of
this report.

The Company has arranged appropriate directors and officers liability insurance
in respect of relevant legal actions against the Directors.

Hfat -
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DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS OF SIGNIFICANCE

Save as disclosed in the section headed “Connected Transactions” in this
Directors’ Report below and note 42 to the consolidated financial statements,
no transactions, arrangements or contracts of significance in relation to the
Group’s business, to which the Company, or its holding companies, or any of
its subsidiaries or fellow subsidiaries was a party and in which a Director or
an entity connected with a Director had a material interest, whether directly or
indirectly, subsisted as at 31 December 2025 or at any time during the Year.

DIRECTORS OF SUBSIDIARIES

The names of all directors who have served on the boards of the subsidiaries of
the Company during the Year or during the period from 1 January 2026 to the
date of this Directors’ Report are available on the Company’s website at www.
fshl.com.

CONTROLLING SHAREHOLDERS’ INTERESTS IN
CONTRACTS

Save as disclosed in note 42 to the consolidated financial statements, 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 shareholders (as
defined in the Listing Rules) of the Company or any of its subsidiaries had a
material interest, whether directly or indirectly, subsisted at the end of the Year
or at any time during the Year.

CONNECTED TRANSACTIONS

The Company’s independent auditor was engaged to report on the
Group’s continuing connected transactions (as defined in the Listing Rules)
(the “Continuing Connected Transactions”) in accordance with the Hong
Kong Standard on Assurance Engagements 3000 (Revised) “Assurance
Engagements other than Audits or Reviews of Historical Financial Information”
and by reference to Practice Note 740 “Auditor’s Letter on Continuing
Connected Transactions under the Hong Kong Listing Rules” issued by the
Hong Kong Institute of Certified Public Accountants. The independent auditor
has issued a letter containing its findings and conclusions in respect of the
Continuing Connected Transactions disclosed by the Group in note 42 to the
consolidated financial statements in accordance with Rule 14A.56 of the Listing
Rules. A copy of the independent auditor’s letter has been provided by the
Company to the Stock Exchange. The information in relation to the Continuing
Connected Transactions entered into during the Year is set out in note 42(c) to
the consolidated financial statements.
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The Company’s independent auditor has confirmed that all of the Continuing
Connected Transactions (a) had been approved by the Board; (b) were in
accordance with the pricing policies of the Group, where applicable; (c) had
been entered into in accordance with the terms of the agreements governing
the transactions; and (d) had not exceeded the respective cap amounts in
respect of each of the Continuing Connected Transactions.

The INEDs have also reviewed the Continuing Connected Transactions and
confirmed that the same had been entered into by the Group:

()  inthe ordinary and usual course of business of the Group;

(i) on normal commercial terms or on terms no less favourable to the Group
than terms available to or from independent third parties; and

(i) in accordance with the terms of the agreements governing such
transactions that were fair and reasonable and in the interests of the
Shareholders as a whole.

RELATED PARTY TRANSACTION

Save for the transactions disclosed in note 42(b) to the consolidated financial
statements, none of the related party transactions disclosed in note 42 to the
consolidated financial statements constituted a one-off connected transaction
or continuing connected transaction under Chapter 14A of the Listing Rules.
The Company has complied with the disclosure requirements for all the one-off
connected transactions or continuing connected transactions (as the case may
be) in accordance with Chapter 14A of the Listing Rules.

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

During the Year, the Company had not redeemed its listed securities, nor did
the Company or any of its subsidiaries purchase or sell any of such securities.

CONFIRMATION OF INDEPENDENCE

The Company has received from each of the INEDs an annual written
confirmation of independence pursuant to Rule 3.13 of the Listing Rules. The
Company considered that all the INEDs meet the independence guidelines set
out in Rule 3.13 of the Listing Rules and are independent in accordance with
the terms of the guidelines.

REMUNERATION POLICY

The remuneration policy of the employees (including key management) of the
Group was established by the management of the Group on the basis of their
merit, qualifications and competence. The Remuneration Committee will review
and approve the remuneration policy to be recommended to the Board for
approval.
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The remuneration of each of the Directors is reviewed and recommended by
the Remuneration Committee to the Board for approval, having regard to the
Company’s operating results, individual performance and comparable market
statistics. None of the Directors or executives, or any of their respective
associates (as defined in the Listing Rules), is involved in dealing with his own
remuneration.

DIVIDEND POLICY

Under the dividend policy, provided the Group is profitable and without
affecting the normal operations of the Group, the Company may consider to
declare and pay dividends to the Shareholders. In deciding whether to propose
a dividend and in determining the dividend amount, the Board shall take into
account, inter alia: (i) the general financial condition of the Group; (i) capital
and debt level of the Group; (iii) future cash requirements and availability for
business operations, business strategies and future development needs; (iv)
any restrictions on payment of dividends that may be imposed by the Group’s
lenders; (v) the general market conditions; (vi) the interests of the Shareholders;
and (vii) any other factors that the Board deems appropriate.

DIRECTORS’ INTERESTS IN COMPETING BUSINESS

During the Year, none of the Directors or their respective associates (as defined
in the Listing Rules) had any interest in any business (apart from the Group’s
business) which competed or was likely to compete, either directly or indirectly,
with the business of the Group.

UPDATE ON THE DIRECTORS’ INFORMATION UNDER
RULE 13.51B(1) OF THE LISTING RULES

Pursuant to Rule 13.51B(1) of the Listing Rules, changes in the information of
the Directors since the date of the 2025 interim report of the Company required
to be disclosed in this annual report are as follows:

—  Mr. LIU Xianfu resigned as an ED, Chairman, CEO, chairman of the NC
and the Authorised Representative on 17 November 2025.

—  Mr. XI Qiang was appointed as an ED, Chairman, chairman of the NC and
the Authorised Representative on 17 November 2025.

— Dr. LI Gang was appointed as CEO and member of the RC on 17
November 2025.

EEEE(%E)HRLE 2025 F#

DIRECTORS’ REPORT (continued)
EEEHRE @®

BUBFZNE2REAATZEEXE @R
REREBTSHRABFTMEE > W HHFMNE
ESERKEREZRNESTEER HHESH-
BEEFHAHNTASHHAEAHMEAL WL
mRAIFRY)) BRBEHAG ZHINEE -

g SBUER

BEREBR HAEEERNEBTEELE
ERNESEENERT  MEAATREEAR
REMRKERE - TRAEESRZERRE
REERENTCHEF EFTREE (HRE
1) () EEN—RMHERR (| SERNE R
FABFEKEE S (i) RRIBE B R EFEE £
RERARRERFEZNTAM (VEXERE
73 BIREHE AN A AR B 32 (F BIERI PR 5 (v)— AR ™S
SR S VRERNAm ; RVIIEFGBRAES
B EREMER -

EENHRPFREBZED

FEER BEFARFLZEZHBAL (EER
EHRA) BIEERAEREBERABIZRE
PR PRI SERB AR T 2 TR o

B LR $E13.51B)EEHRES
BiE

B EHHEAE13.51B(1)E » BA&A 20254
FHEIR S HEE MR A AT EZE RN NES BN
KEFRPIFBUWT :

- BBRELEN2025F11BAITHETHITE
E BESTIFE - THEH BELEETE
fE R AR

- RSB EMN2025FE 11 B17THEZEAIT
EX EETCIF RLEETERAE
ERT

- ZERIELR2025F11B17TRESEAITH
MERFMNEESRE -

79



80

Fountain Set (Holdings) Limited  Annual Report 2025

DIRECTORS’ REPORT (continued)
EEERE @

MANAGEMENT CONTRACTS

No contracts (except for the EDs’ service contracts) concerning the
management and administration of the whole or any substantial part of the
business of the Company were entered into or existed during the Year.

MAJOR CUSTOMERS AND SUPPLIERS

During the Year, the aggregate revenue attributable to the Group’s five largest
customers was less than 30% of the total revenue for the Year.

During the Year, the aggregate purchases attributable to the Group’s five largest
suppliers was less than 30% of the total purchases for the Year.

None of the Directors nor any of their close associates (as defined in the Listing
Rules) owns more than 5% of the number of issued Shares) had any beneficial
interest in the Group’s five largest customers and/or five largest suppliers during
the Year.

DONATIONS

During the Year, the Group made charitable and other donations totaling
HK$109,570 (2024: Nil).

CORPORATE GOVERNANCE

The principal corporate governance practices adopted by the Company are
set out in the Corporate Governance Report on pages 44 to 66 of this annual
report.

EQUITY-LINKED AGREEMENT

No equity-linked agreements were entered into by the Company during the
Year or subsisted at the end of the Year.

SUFFICIENCY OF PUBLIC FLOAT

From the information publicly available to the Company and within the
knowledge of the Directors, the Company has maintained a sufficient public
float of not less than 25% of the issued Shares throughout the Year and the
period thereafter up to the date of this Directors’ Report.
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AUDIT COMMITTEE’S REVIEW

The Company has established an audit committee of the Board (the “Audit
Committee”) for the purposes of reviewing and providing supervision over the
Company’s financial reporting process, internal controls and risk management.
The Audit Committee presently comprises 1 NED and 2 INEDs, and one of
the INEDs acts as the chairman of the Audit Committee. The Audit Committee
has reviewed the audited consolidated final results as well as the systems
of internal control and risk management of the Group for the year ended
31 December 2025. The Audit Committee has reviewed the adequacy and
effectiveness of the risk management and internal control systems and has
reported its findings to the Board.

INDEPENDENT AUDITOR

The consolidated financial statements of the Group for the Year have been
audited by SHINEWING, who will retire and, being eligible, offer itself for
re-appointment at the 2026 AGM. A resolution will be proposed to the
Shareholders at the 2026 AGM to re-appoint SHINEWING as the independent
auditor.

On behalf of the Board

XI Qiang
Chairman

Hong Kong
19 March 2026
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REMZEFR

Particulars of investment properties held by the Group at 31 December 2025 are as follows:

120255128310 AEBREMEMFBNT ¢

The Group’s
Location Lease Use effective interest
32k HEFH A& FEEFMEE
Unit A2 on 5/F,, & Unit A1 on 7/F,, Medium-term leases Warehouse and office 100%
Eastern Sea Industrial Building, FEREE ERRMAE 100%
29-39 Kwai Cheong Road, Kwai Chung,
New Territories, Hong Kong
BEM AR S %29-395%
HEI¥AE
SIBA2E RRTIBA1E
Office Units A3801, 03, 05, 06, 08-10 and 12, Medium-term land use rights Office 100%
Block A, United Plaza, Futian District, FRHA L R A WAE 100%
Shenzhen, the PRC
FR BRI T 7 F (& 0 A B B FH B A PR R
Ba BEBAREEZ
A3801, 03, 05, 06, 08107112
Factory Nos. 3 (Phase 1), 5, 6, 9 and 11, Medium-term land use rights Factory and office 55.5%
Factory Nos. 3 (Phase 2), 1, 2, 12 and 13 (Phase 3),  FHR L {1 B s Y/NES 55.5%
Factory Nos. 4, 14, 15, 16 and 17 (Phase 4) and
portion of bare land,
No 66-68, Danxia Road,
Xiangshan Industry Zone,
Ningbo, Zhejiang Province, the PRC
FENIEEEMRUBIXRE
25 2%66-685%
BRE&E A3 (158) ~ 56 9K 15RM =~
FRE A3 (28F) ~ 12~ 1252 135% (3H) =
FR& R4~ 1415~ 165217 (480) B &=
DUz B 53 22 3
Portion of Dormitory No. 3, Medium-term land use rights Dormitory 55.5%
No 66-68, Danxia Road, FRER TR AR BE 55.5%
Xiangshan Industry Zone,
Ningbo, Zhejiang Province, the PRC
FENIEEETRUBRTIERE
T} 22 B2 66-685R Ak & NBSREf DB &
A pier located at west port dike of Baiqu Port, Medium-term land use rights Pier 100%
near No. 9 Xiaoshan Road, High-tech Zone, FRHEA - AR A BE5E 100%

Jiangyin, Jiangsu Province, the PRC
FREDIER 2L &3 & 7 LU EROsE
= RREBTEBIEEE
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INDEPENDENT AUDITOR’S REPORT

L] L]
L] L] L]
- @ °
e ..... SHINEWING (HK) CPA Limited
..... 17/F, Chubb Tower, Windsor House,

311 Gloucester Road,
Causeway Bay, Hong Kong

TO THE MEMBERS OF FOUNTAIN SET (HOLDINGS) LIMITED
(incorporated in Hong Kong with limited liability)

OPINION

We have audited the consolidated financial statements of Fountain Set
(Holdings) Limited (the “Company”) and its subsidiaries (hereinafter collectively
referred to as the “Group”) set out on pages 91 to 188 which comprise the
consolidated statement of financial position as at 31 December 2025, and the
consolidated statement of profit or loss and other comprehensive income, the
consolidated statement of changes in equity and the consolidated statement
of cash flows for the year then ended, and notes to the consolidated financial
statements, including material accounting policy information.

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

BASIS FOR OPINION

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

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.
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INDEPENDENT AUDITOR’S REPORT (continued)
BIZHEmERE (8

KEY AUDIT MATTERS (continued)

Impairment of inventories
Refer to notes 4(g) and 19 to the consolidated financial statements

As at 31 December 2025, the Group had inventories, net of provision, of
HK$701,366,000, which comprised dyed fabrics and yarns and garments
products. The consumption of inventories is subject to changing consumer
demands and market trends which increased the level of judgement involved in
estimating inventory provisions. We identified the impairment of inventories as a
key audit matter because judgements were required to assess the appropriate
level of provision for items which might be ultimately obsoleted or sold below
cost as a result of a reduction in customers’ demand.

Our response:

We performed audit procedures in relation to management’s impairment
assessment of inventories which included:

— obtaining an understanding of the key procedures implemented by
management in estimating the net realisable values of inventories and
allowance for inventories and performing periodic reviews of inventory
obsolescence;

— evaluating the methodology and key assumptions adopted by
management in estimating the net realisable values and discussing them
with management;

— challenging the reasonableness of key assumptions based on our
knowledge of the business and industry;

—  checking on sample basis, the accuracy and relevance of the input data
used by management in capturing the aging and utilisation of inventories
and estimate the net realisable values of those inventories; and

—  Testing the subsequent utilisation and sales, on a sample basis, to source
documents.
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INDEPENDENT AUDITOR’S REPORT (continued)

KEY AUDIT MATTERS (continued)

Impairment assessment of property, plant and equipment and right-
of-use assets for its production and sales of dyed fabrics and yarns
located in the People’s Republic of China (the “PRC”) and Hong Kong
that belongs to a cash-generating unit (“CGU”)

Refer to notes 4(m), 14 and 15 to the consolidated financial statements

The Group had property, plant and equipment and right-of-use assets for
its production and sales of dyed fabrics and yarns located in the PRC and
Hong Kong with carrying amount of approximately HK$752,797,000 and
HK$199,004,000 respectively, which constituted a significant portion of total
assets as at 31 December 2025. Property, plant and equipment and right-of-
use assets are subject to impairment assessment whenever events or changes
in circumstances indicate that the carrying amounts may not be recoverable.

Management reviews the financial performance of the subsidiaries for its
production and sale of dyed fabrics and yarns at the end of each reporting
period to identify if an impairment indicator exists.

Where indicators of impairment are identified, management identifies the
relevant CGU to which these property, plant and equipment and right-of-use
assets belong and estimates the recoverable amounts of these CGUs based
on the fair value less costs of disposal and value-in-use calculation, whichever
is higher. Based on the results of the assessment conducted management
determined that due to higher value-in-use than carrying amounts of the CGU
and higher fair value less costs of disposal than carrying amounts of land and
buildings, there is no impairment on the Group’s property, plant and equipment
and right-of-use assets during the year except for the impairment loss of
approximately HK$69,857,000 for the idle equipment, plant and machineries.

We identified the impairment assessment of property, plant and equipment and
right-of-use assets for its production and sales of dyed fabrics and yarns as a
key audit matter due to the significance of the carrying amounts of property,
plant and equipment and right-of-use assets and significance of management
judgements adopted in the key assumptions used in the impairment
assessment, such as annual revenue growth rate and discount rate.
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INDEPENDENT AUDITOR’S REPORT (continued)
BIZHEmERE (8

KEY AUDIT MATTERS (continued)

Impairment assessment of property, plant and equipment and right-
of-use assets for its production and sales of dyed fabrics and yarns
located in the People’s Republic of China (the “PRC”) and Hong Kong
that belongs to a cash-generating unit (“CGU”) (continued)

Our response:

We performed audit procedures in relation to management’s impairment
assessment of property, plant and equipment and right-of-use assets which
included:

—  meeting with management and reviewing board minutes and other papers
to understand the Group’s latest operating and relocation plans;

— assessing management’s identification of assets which are unlikely to
be deployed in economic service in the future, and evaluating their
recoverable amounts;

—  evaluating the management’s identification of the idle property, plant and
equipment if any production capacity during the year or afterwards and
assess the production capacity of those have been reallocated to other
factories within the same CGU during the year;

— inspecting physically, on a sample basis, the condition of idle equipment,
plant and machineries and considering the reasonableness of relevant
impairment loss;

— assessing management’s identification of the CGUs and the allocation of
assets to the CGUs for the purpose of impairment assessment;

—  for those CGU where there was an impairment indicator, assessing
the appropriateness of the methodology used by the management in
determining the recoverable amount of the relevant CGU;

— comparing the forecast operating results prepared in the prior year
with the current year's performance of the relevant CGU to assess the
accuracy of management’s historical estimation;

—  checking on a sample basis, the accuracy and relevance of the input
data to supporting evidence, such as approved budgets and considering
the reasonableness of these budgets by comparing the budgets to the
historical results and the market data;
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INDEPENDENT AUDITOR’S REPORT (continued)
BiZHBEmERS (&)

MEEZEE (B

(IR EAREFE (THE) REEBKTEE
ELEN ((HELEM) ARRERHES

KEY AUDIT MATTERS (continued)

Impairment assessment of property, plant and equipment and right-
of-use assets for its production and sales of dyed fabrics and yarns

located in the People’s Republic of China (the “PRC”) and Hong Kong
that belongs to a cash-generating unit (“CGU”) (continued)

Our response: (continued)

reviewing the annual revenue growth rate adopted by management in
the discounted cash flow projections by comparing them with historical
performance of the relevant CGU with historical performance, industry
forecasts, external economic data and financial budget approved by the
management;

reviewing the discount rate used in determining the recoverable amount of
the relevant CGU by applying a range of estimates to compare discount
rate developed by independent source with the discount rate adopted by
the management;

evaluating the sensitivity analysis prepared by management on the key
assumptions and inputs of the discounted cash flow projections to
evaluate the extent of such changes to the recoverable amount;

involving our external independent valuer to assess the methodology and
significant assumptions including discount rates adopted by management
in its impairment assessments; and

considering the appropriateness of the relevant disclosures in the
consolidated financial statements.

OTHER INFORMATION IN THE ANNUAL REPORT

The directors of the Company are responsible for the other information. The
other information comprises all of 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.
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INDEPENDENT AUDITOR’S REPORT (continued)
BIZHEmERE (8

OTHER INFORMATION IN THE ANNUAL REPORT
(continued)

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 OF THE COMPANY
AND AUDIT COMMITTEE FOR THE CONSOLIDATED
FINANCIAL STATEMENTS

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

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

Audit Committee are responsible for overseeing the Group’s financial reporting
process.
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INDEPENDENT AUDITOR’S REPORT (continued)

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. This report is made solely to you, as a body, in
accordance with Section 405 of the Hong Kong Companies Ordinance, and
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:

e |dentify 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.

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

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

e  Conclude on the appropriateness of the Company’s director’s 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.
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INDEPENDENT AUDITOR’S REPORT (continued)
BIZHEmERE (8

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

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

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

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

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

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

The engagement partner on the audit resulting in this independent auditor’s
report is Mr. Lee Shun Ming.

SHINEWING (HK) CPA Limited
Certified Public Accountants

Lee Shun Ming

Practising Certificate Number: PO7068

Hong Kong, 19 March 2026
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

ZelEEkEMEERER

FOR THE YEAR ENDED 31 DECEMBER 2025 & 2025412831 H L FE

2025 2024
Notes [f5F HK$'000 F#&7xT  HK$'000 FET
Revenue —F £:E 6 4,136,716 4,426,558
Cost of sales THE A (3,577,318) (3,897,147)
Gross profit EF 559,398 529,411
Other revenue HAKA 9a 79,987 73,567
Other gains and losses H i am & E518 9b (56,164) (13,713)
Distribution and selling expenses DI MIEHEER (63,666) (92,602)
Administrative expenses THER (408,528) (407,576)
Finance costs A& A AN 7 (9,386) (13,126)
Share of profit of an associate FE(E—RBE AR 2B 17 1,249 1,099
Profit before income tax expense PREFISIRSZ i B F 102,890 77,060
Income tax expense FrigfiRz 8 (18,681) (42,483)
Profit for the year BEEERA 9c 84,209 34,577
Other comprehensive income/ Hthz2mks ()
(expense)
Item that may be reclassified HBugeEMoEE
subsequently to profit or loss: E@mZIEE .
Exchange differences arising on HEBINEBEL
translation of foreign operations PE 2 =28 9,476 (10,719)
Other comprehensive income/ EEEHM2EKE
(expense) for the year (Fs%) 9,476 (10,719)
Total comprehensive income for EEEZEKGEE
the year 93,685 23,858
Profit for the year attributable to: EBLEEERF :
Owners of the Company ZiN/NSIE 2 =N 71,302 14,262
Non-controlling interests JEPERG R 12,907 20,315
84,209 34,577
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME (continued)
GeERmkEMEERER (B

FOR THE YEAR ENDED 31 DECEMBER 2025 & ZE2025% 12831 H It F E

2025 2024
Notes fzE HK$’000 F#&T HK$'000 FE71

Total comprehensive income for the ELEREEREKNEEE !
year attributable to:

Owners of the Company KRBHEB A 79,457 5,994
Non-controlling interests JEIE RS M 14,228 17,864
93,685 23,858
HK cents #fill HK cents il

Earnings per share SKREF
- Basic —&K 12 5.8 1.2

— Diluted —#5E 12 5.8 1.2
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
REMBIRRR

AS AT 31 DECEMBER 2025 ?20255% 12831 H

At 31 December

At 31 December

128318 128318
2025 2024
Notes Hizt HK$’000 F#&7x  HK$'000 FET
Non-current assets EREBEE
Investment properties KEY= 13 52,194 56,692
Property, plant and equipment M BB RRE 14 1,046,537 1,175,999
Right-of-use assets FREEE 15 237,286 191,575
Other intangible assets Hithmp&E 16 29,157 29,766
Deposit paid for purchase of plant and BEMIEREREN
equipment B %E 45 45
Interest in an associate i) k=N Pl 17 27,267 26,018
Deferred tax assets IR IHE E 18 53,903 38,227
1,446,389 1,518,322
Current assets MENEE
Inventories =78 19 701,366 784,735
Trade and bills receivables EEREBBRRIWHIE 20 701,480 802,069
Prepayments, deposits and other SEANE =R
receivables HihEWRIa 21 120,942 210,366
Tax recoverable AR ERIE 5,778 1,925
Restricted bank deposits ZREIIRITIER 22 1,911 1,726
Short-term bank deposits SHAIRITIER 23 532,468 380,973
Bank balances and cash IRITASER IR ®E 23 1,014,755 914,502
3,078,700 3,096,296
Current liabilities Bt B=RE
Trade and bills payables EELERENRIE 24 439,461 562,544
Other payables and accruals HthEGRIB R BT E
H 25 276,284 268,491
Contract liabilities X =RE 26 21,838 17,150
Lease liabilities — current portion HEERE - REHD 27 36,185 22,350
Amounts due to non-controlling RIEPERG IR BB FIE
shareholders 28a 23,040 23,040
Amount due to an associate R—EEE AT FIE 28b 4,892 6,397
Deferred income — current portion EIEW A —REN S 29 5,548 5,470
Tax payable FETHR IR 20,085 18,752
Bank borrowings — due within one year ~ $E{T7fEE ——FE R EIHA 30 - 48,795
827,333 972,989
Net current assets MEEERE 2,251,367 2,128,307
Total assets less current liabilities BEMERTSERE 3,697,756 3,641,629




94

Fountain Set (Holdings) Limited

Annual Report 2025

CONSOLIDATED STATEMENT OF FINANCIAL POSITION (continued)

REMBRRR (@

AS AT 31 DECEMBER 2025 °2025% 12831 H

At 31 December

At 31 December

#12831H ®12831H
2025 2024
Notes [z HK$'000 F#7z  HK$'000 FE7T
Non-current liabilities ERENERE
Deferred income — non-current portion RIEW A —FETRENER 29 62,398 67,556
Lease liabilities — non-current portion MEaE-IFERIED 27 149,733 111,522
Deferred tax liabilities EERIEEE 18 3,543 6,778
215,674 185,856
Net assets BERE 3,482,082 3,455,773
Capital and reserves BARRK#EE
Share capital RZ 7 31 889,810 889,810
Reserves HE 2,359,860 2,347,779
Equity attributable to owners of the NABIHEB ANEIEER
Company 3,249,670 3,237,589
Non-controlling interests JEIERRE R 32 232,412 218,184
Total equity DA 3,482,082 3,455,773

The consolidated financial statements on pages 91 to 188 were approved

and authorised for issue by the Board of Directors on 19 March 2026 and are

signed on it behalf by:

LI Gang
=)
Director

EF

YAU Hang Tat, Andrew

ERiEsE
Director

EBEF

FIE188EN LGS B IHRFEF2026E3819
FHESSEBRZESR THTWESENR
REE:
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
REEDEER

FOR THE YEAR ENDED 31 DECEMBER 2025 & 2025412831 H L FE

Attributable to owners of the Company

KARRE AES
Non-
Share  Transition Statutory Retained controlling Total
capital reserve reserves earnings Total interefts . equity
k& ERRE EEHE  EERA MmE FREE 0 EG8E
HKSO00  HKSUDD  HKSO0D  HKSDOO  HKSUDD  HKSDOD  HKSOOO
FET FET FET FET FET FET FET
(note)
Hrzz)

t1 January 2024 R2024%1R18 880810 (B7.101) 117438 2318199 3268346 200320 3468666

Exchange differences arising BEBNEREL L
on tranglation of foreign operations EREE - (8,268) - - (8,268) (2,451) (10,719)
Profit for the year =EERT - - - 14,262 14,262 20,315 34,577

Total comprehensive (expense)/income  REE2E (%) /
for the year WaiaE - (8,268) - 14,262 5,99 17,864 23,858
Dividend recognised as distribution BEZADRZRE - - - (36,751) (36,751) - (36,751)

Transfer from retained earnings HEGERABERE

to statutory reserves TS - - 4,808 (4,808) - - -
At 31 December 2024 R2004128318 880810 (65,369 122046 2000902 8287589 218184 3455773

Exchange differences arising on MEENEREEL
tranglation of foreign operations ERESR - 8,155 - - 8,155 1,321 9,476
Prolfit for the year BEERT - - - 71,302 71,302 12,907 84,209
Total comprehensive income for the year TEE2ENGHEE - 8,155 - 71,302 79,457 14,228 93,685
Dividend recognised as distrioution BREADRZEE = - - (67,376) (67,376) - (67,376)

Transfer from retained earnings HAFRABRE

to statutory reserves EEfE - - 4,067 (4,067) - - -
At 31 December 2025 20054128318 889810  (57214) 126313 2200761 3249670 232412 3,482,082

Note:In accordance with the relevant laws and regulations in the People’s Republic of

China (the “PRC”) and Articles of Association of the company incorporated in the
PRC now comprising the Group, i.e. the PRC Operational Entity, it is required
to appropriate 10% of the annual net profits of the PRC Operational Entity, after
offsetting any prior years’ losses as determined under the PRC accounting
standards, to the statutory reserve fund before distributing any net profit. When
the balance of the statutory reserve fund reaches 50% of the registered capital
of the PRC Operational Entity, any further appropriation is at the discretion of
shareholders. The statutory reserve fund can be used to offset prior year’s losses, if
any, and may be capitalised as capital, provided that the remaining balance of the
statutory reserve fund after such issue is no less than 25% of registered capital.

In accordance with the Article 377 of the Commercial Code of Macau Special
Administrative Region, the subsidiary registered under private limited liability
company by quotas in Macau are required to transfer part of their profits of each
accounting period of not less than 25% to statutory reserves, until the amount
reaches half of the respective share capital.

Mat RIBAERPEAREME (ThEL) FRRER

RIBARAEBERFPEFMLIIE AR B
ERESER NARSREMAEE PRIEHERE
FEGHENEENEMETFFENEGEERE
HARDIRMEMAF BRI ESESERTE
MR IO EZEREBE - MEERBETHEER
EEPELEERAMEANS0%  ThE—
TR ERENBERE EEMHEST B
RIREBFFEENEE WA) A ERLES
A ERERETREICHBESNGR AR
TEDREFMEARR25%

RIERPIHF BT E & B A E S 37 745 » HOIRPILL
REEMRBSUABTRRATNMBABERGH
RE GBI 25%mI 88 7 i R S i = 0%
TR BEESRASEN—FR1E.
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CONSOLIDATED STATEMENT OF CASH FLOWS
RERERE

FOR THE YEAR ENDED 31 DECEMBER 2025 & F£2025% 12831 H It F E

2025 2024
HK$'000 F#&x  HK$000 &
OPERATING ACTIVITIES BERE
Profit before income tax expense PRETEMZ A& F] 102,890 77,060
Adjustments for: FHEE
Amortisation of deferred income PEIEUWT A 2 5 (5,508) (5,325)
Amortisation of other intangible assets HEMEEE 2 EiE 3,073 763
Depreciation of investment properties KREYEZINE 4,994 5,148
Deprecation of right-of-use assets FREEEZINE 36,242 28,867
Deprecation of property, plant and equipment ME -HBERRBEZITE 148,487 153,903
Impairment of property, plant and equipment ME-BBERIEZRE 69,857 15,430
Finance costs RRES Al AR 9,386 13,126
Interest income FE WA (28,443) (27,931)
Loss/(gain) on disposal/written off of property, HE M E KBS RREZE
plant and equipment B,/ (&) 1,740 2,577)
(Reversal of)/provision for impairment loss SENREREWERIEZ REBRR
recognised on trade and bills receivables, net (o) R EERFEE (7,066) 6,115
Gain on lease modification A& ez W = (10,431)
Share of profit of an associate FEL—EHE AR 2 BH (1,249) (1,099)
Operating profit before working capital CEETEPRZEERN
changes 334,403 253,049
Decrease/(increase) in inventories FEEZRL G 86,075 (4,973)
Decrease/(increase) in trade and bills receivables % 3% & T EW A Z B/, (1E10) 122,106 (12,072
(Increase)/decrease in prepayments, FBNHIE - ZERAMERRIEZ
deposits and other receivables (g hn R (7,466) 30,329
Decrease in trade and bills payables EEES I INE NS -y (133,413) (77,742)
Increase/(decrease) in other payables HthENRIERESTERZ
and accruals B, CRY) 7,853 (21,276)
Increase/(decrease) in contract liabilities eHnaEzEgm gl 4,688 (2,562)
(Decrease)/increase in amount due to an associate’X — k= AT R IE > GRZL) /10 (1,505) 413
Increase in deferred income PEIEUR A Z IE 10 - 6,321
Cash generated from operations EERFSZEE 412,741 171,487
Hong Kong profits tax (paid)/refunded (BN BRESZEFER (2,268) 19,453
Overseas tax paid BB RIE (37,799) (39,239)
NET CASH FROM OPERATING ACTIVITIES #EIBEFEMNREEE 372,674 151,701
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CONSOLIDATED STATEMENT OF CASH FLOWS (continued)

RERERER (B

20258 QT

FOR THE YEAR ENDED 31 DECEMBER 2025 & £2025F 12831 H L F E

2025 2024
Notes Kzt HK$’000 F#Ex  HK$'000 FET
NET CASH FROM OPERATING CEBEBFRENREFE
ACTIVITIES 372,674 151,701
INVESTING ACTIVITIES KREIEH
Interest received B UWH & 28,138 28,358
Proceeds from disposal of property, HEYZE K&
plant and equipment REPRISFIA 20,674 30,711
Compensation from land resumption [ LK
received 96,791 128,930
Purchase of property, plant and HEYE MBS RRE
equipment (106,750) (164,996)
Purchase of other intangible assets BEHMEREE (2,464) (12,100)
Placement of restricted bank deposits FEAZREIIRITER (185) -
Withdrawal of restricted bank deposits IR RFIRITEM - 171
NET CASH FROM INVESTING KREEBMENREEE
ACTIVITIES 36,204 11,074
FINANCING ACTIVITIES REIEE
New bank borrowings raised HEEZIRTTEE 38 135,932 45,639
Repayment of bank borrowings BEIRTTEE 38 (184,732) (196,619)
Repayment of principal portion of EEREERE
the lease liabilities KD 38 (33,591) (27,703)
Repayment of interest portion of BEHEEaE
the lease liabilities FMEEBD 38 (6,836) (6,135)
Repayment of amount due to BB R IFERIG R ANIE
non-controlling shareholders 38 - (13,987)
Interest paid BAHE 38 (2,605) (6,966)
Dividend paid TR & (67,376) (36,751)
NET CASH USED IN FINANCING MEBEBFFAN
ACTIVITIES REFE (159,208) (242,522)
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CONSOLIDATED STATEMENT OF CASH FLOWS (continued)

RERERER @

FOR THE YEAR ENDED 31 DECEMBER 2025 & ZE2025% 12831 H It F E

2025 2024
HK$’000 F#&T HK$'000 T BT
NET INCREASE/(DECREASE) IN CASH AND R RZRIRLEEHM
CASH EQUIVALENTS #m GRL) B E 249,670 (79,747)
CASH AND CASH EQUIVALENTS AT HEFERBRNRER
BEGINNING OF THE YEAR ERREIER 1,295,475 1,378,997
EFFECT OF EXCHANGE RATE CHANGES EXEHHRERERRE
ON CASH AND CASH EQUIVALENTS EENEEZE 2,078 (3,775)
CASH AND CASH EQUIVALENTS AT MRERFEEAREHNRER
THE END OF THE YEAR ERREIER 1,547,223 1,295,475
ANALYSIS OF THE BALANCES OF RERERRESEBEFEN
CASH AND CASH EQUIVALENTS: DA% Il
Short-term bank deposits FHRIR1TTERR 532,468 380,973
Bank balances and cash IRITHERARIRE 1,014,755 914,502
Cash and cash equivalents in the consolidated 4 EaRESRERAMNIRES K
statement of cash flows ZRIFEEB 1,547,223 1,295,475
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

AR MR AR M EE

FOR THE YEAR ENDED 31 DECEMBER 2025 & 2025412831 H L FE

1. GENERAL

The Company is a public limited company incorporated in Hong Kong. Its
issued shares are listed on The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”). The addresses of the registered office and the principal
place of business of the Company are disclosed in the Corporate Information
the annual report.

The consolidated financial statements are presented in Hong Kong dollars
(“HK$"), which is also the functional currency of the Company.

The Company acts as an investment holding company. The principal activities
of its principal subsidiaries are set out in note 35.

The directors of the Company consider its immediate parent in Chinatex
Yieldfull Investments Co., Ltd., a company incorporated in Hong Kong, and
ultimate parent is COFCO Corporation, a company established in the PRC
and a state-owned enterprise under the direct supervision and administration
of, and is beneficialy owned by, the State-owned Assets Supervision and
Administration Commission of the State Council of the PRC.

2. APPLICATION OF AMENDMENTS TO A HKFRS
ACCOUNTING STANDARD

(a) Application of amendments to a HKFRS Accounting Standard

In the current year, the Group has applied, for the first time, the following
amendments to a HKFRS Accounting Standard issued by the Hong Kong
Institute of Certified Public Accountants (the “HKICPA”) which are effective for
the Group’s financial year beginning on 1 January 2025:

Amendments to HKAS 21 Lack of Exchangeability

The application of the amendments to HKAS 21 in the current year has
had no material effect on the Group’s financial performance and positions

for the current and prior periods and/or on the disclosures set out in these
consolidated financial statements.

1. &N
AATBESBEMRINARERAD &
R TRANEEMEREAERAT (B
i) biso AABINS M ER iR T B
BN A EIRA T BRI RIS

mEMBRED BT (BT 25 Bk
RERBNINEE

FRB—EREZERAT - HETEZMBLF
BYE B EFHII P MIFE35A

AABEFRR HERS AR AESBEM
RIUNAHBEEREEERARAE MERL
BRARBTEERBRAT  —KIPELTL
BARTLHTHEBREREEEREEEEEZE
CEREENEEURBaBEEZEARE

2. BEREBHMEREEAGER
fE4T4

(a) FEREBMBESEN G HEAETE

REFEE AEBEEREATIEETBG
g (B AE)) ERTNRAERR
20251 1 HMI 2 MBFEEM 2 EEME
BERERGSHERMEST A

EREERF2FZET . R AT

RAEFERBEBEHERB21K BT AT
BENAERNERBERBNYHRERE KR
R/ RZEEEYBREAANIREERS
RERERTE

=
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

A MBRERMEE (B

FOR THE YEAR ENDED 31 DECEMBER 2025 & ZE2025% 12831 H It F E

2. APPLICATION OF AMENDMENTS TO A HKFRS
ACCOUNTING STANDARD (continued)

(b) New and amendments to HKFRS Accounting Standards issued
but not yet effective

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

Presentation and Disclosure in Financial
Statements?
Amendments to the Classification and

HKFRS 18

Amendments to HKFRS 9

and HKFRS 7 Measurement of Financial Instruments'
Amendments to HKFRS 9 Contracts Referencing Nature-dependent
and HKFRS 7 Electricity!

Amendments to HKFRS
Accounting Standards

Annual Improvements to HKFRS
Accounting Standards — Volume 11!

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

Translation to a Hyperinflationary
Presentation Currency?

Amendments to HKFRS 10
and HKAS 28

Amendments to HKAS 21

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

8 Effective for annual periods beginning on or after a date to be determined

The directors of the Company anticipate that, except as described below, the
application of the new and amendments to HKFRS Accounting Standards will
have no material impact on the results and the financial position of the Group.

2. EREAMBREENGEL
CHE G

(b) BREMERMRERZITREBEITES
RIS IR 2 A &t 22

AEREKIERER T ERMBEHRERZ

METRASIE T B BH BIRE LRG3 2R

BEEMBRE 2R 185 I RRBEHHRE

ERMBREENERRER SRMIANERFIEZ

MBEREENFR2ETE BT
BRAMBREENERNER FREBEALREE
MHRESEAFHRZETE  BONEHN

EEMBREENGHENY  EEMBRLENLH

(CHES BRI FEME-
ERRE=Y
BEMBRSENF105 N REERHEBE AT
ERLHERNSBEIBIIA AEARZENEE
HERFE
BRGHENENR BTN BREABEERNES)

T 20261 B1HSz Bz FEMEEN
2 Re02rEF1ATREZ BRAKBZ FEHBEN
¢ NETEENHBRRNZEM 2 FERBEN

BR N XCPRILSN ) AR BIE R TR AT KA
B EAMBREESSHERAGHAE
B EERTBRNERERTE -

=
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

iR E M IRRMEE (B

FOR THE YEAR ENDED 31 DECEMBER 2025 & £2025F 12831 H L F E

2. APPLICATION OF AMENDMENTS TO A HKFRS
ACCOUNTING STANDARD (continued)

(b) New and amendments to HKFRS Accounting Standards issued
but not yet effective (continued)

HKFRS 18 - Presentation and Disclosure Financial Statements

HKFRS 18 sets out requirements on presentation and disclosures in financial
statements and will replace HKAS 1 Presentation of Financial Statements.
HKFRS 18 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. Minor amendments to HKAS 7
“Statement of Cash Flows” and HKAS 33 “Earnings per Share” are also made.

HKFRS 18, and the consequential amendments to other HKFRS Accounting
Standards, will be effective for annual periods beginning on or after 1 January
2027, with early application permitted.

The application of the HKFRS 18 is not expected to have material impact on
the financial position of the Group. The directors of the Company are in the
process of making an assessment of the impact of HKFRS 18, but is not yet in
a position to state whether the adoption would have a material impact on the
presentation and disclosures of consolidated financial statements of the Group.

2. EREAMBREENGEN
EsT 4 (&)

(b) BREMEMKERZHITRAEEITES
RF5 3R & AU W 3R ()

BB BREERE 18— 2 RIKEFEHIFIR
=

BBV BREER BI85 I M HFRERNZT
RARBERE LR E B G5t ERF 1KY
BERZ 25 -BBMBHREENF18IRIIAR
BmRP2IIEEERREER/NTZHEE
RUMBREANTRUAREEEREZRIR
BB UEMBREDPRFREZAH
RBDER THEBGHENBTRRER
EXRINREBGSHEREIBRERENFLHMA
MIEET -

EAMBREENF18RREMBEBHHRS
R F SRR Z BIEEST AR H2027F1B1H
Hz BB FEBRBEN XA FFRATER

TRHERAEBYBREERNFISRRIEH LK
EENMBRIENEATE - ARTEFE
A LBEBVBRESERBISHIZE  HH
RERPRMNZENEESEHAER GRSV
BERN2IRBRBEEERTE-
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

A MBRERMEE (B

FOR THE YEAR ENDED 31 DECEMBER 2025 & ZE2025% 12831 H It F E

3. BASIS OF PREPARATION

(a) Statement of compliance

The consolidated financial statements have been prepared in accordance
with HKFRS Accounting Standards issued by the HKICPA and by the Hong
Kong Companies Ordinance. In addition, the consolidated financial statements
include applicable disclosures required by the Rules Governing the Listing of
Securities on the Stock Exchange (the “Listing Rules”).

(b) Basis of measurement

The consolidated financial statements have been prepared under the historical
cost basis at the end of each reporting period.

4. MATERIAL ACCOUNTING POLICY INFORMATION

(a) Business combination

The consolidated financial statements comprise the financial statements of
the Company and entities controlled by the Company and its subsidiaries
(the “Group”). Inter-company transactions and balances between group
companies together with unrealised profits are eliminated in full in preparing
the consolidated financial statements unless the transaction provides evidence
of impairment on the asset transferred, in which case the loss is recognised in
profit or loss.

The results of subsidiaries acquired or disposed of during the year are included
in the consolidated statement of profit or loss and other comprehensive income
from the dates of acquisition or up to the dates of disposal, as appropriate.
Where necessary, adjustments are made to the financial statements of
subsidiaries to bring their accounting policies into line with those used by other
members of the Group.

The carrying amount of non-controlling interests that represent present
ownership interests in the subsidiary is the amount of those interests at initial
recognition plus such non-controlling interest’s share of subsequent changes
in equity. Total comprehensive income is attributed to such non-controlling
interests even if this results in those non-controlling interests having a deficit
balance.

3. REEE
(a) EHFIEBEA

FREMBRRIDRBEBGSAMNAGRMIE
AMBRESER G ER KRB BATERN MR
eIt IREM B RROIBHFIESF LR
A (EHRA) PRAEEZ BRWEER -

(b) FEEE

REMBRRDNEREGHREELNAEE

4. EEGHHEEREH
(a) #HAaH

FREVBRREIERBAURERATDRENE

NE (TREE) ZRIBENVHERR - EERQ

Bl ZBRERBRR S R eFU R RER 2 BT

ERRRGEEMBREFRTHENE  RIEEE

REpREMBEEEZHESRSE IEEER
sORS1E °

EEENBRLENNBARNERDRER
WEIBELELN WER) TR ER
REMEEAWZEAN - NERE HEBABRY
BHRRGFLARE  FHEFHRATERR
B AR FTHRAE -

KRN B AR A ER REDIFERE
mHIREEEZSED RS EIBNTEMLE
ZFEREG RO HREH AR ER
ZEFERBDEFHRGM 2ER@EBE
TR BINZF IR EREm



EEEE(%E)HRLE 2025 F#

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

iR E M IRRMEE (B

FOR THE YEAR ENDED 31 DECEMBER 2025 & £2025F 12831 H L F E

4. MATERIAL ACCOUNTING POLICY INFORMATION
(continued)

(b) Subsidiaries

A subsidiary is an investee over which the Company is able to exercise control.
The Company controls an investee if all three of the following elements are
present: (i) power over the investee, (i) exposure, or rights, to variable returns
from its involvement with the investee, and (ji)) the ability to use its power over
the investee to affect the amount of the Group’s returns. Control is reassessed
whenever facts and circumstances indicate that there may be a change in any
of these elements of control.

In the Company’s statement of financial position, investments in subsidiaries
are stated at cost less impairment loss, if any. The results of subsidiaries
are accounted for by the Company on the basis of dividend received and
receivable.

(c) Associates

An associate is an entity over which the Group has significant influence and
that is neither a subsidiary nor a joint arrangement. Significant influence is
the power to participate in the financial and operating policy decisions of the
investee but not control or joint control over those policies.

The results and assets and liabilities of an associate are incorporated in these
consolidated financial statements using the equity method whereby they are
initially recognised at cost and thereafter, their carrying amount are adjusted for
the Group’s share of the post-acquisition change in the associates’ net assets
except that losses in excess of the Group’s interest in the associate are not
recognised unless there is an obligation to make good those losses.

Profits and losses arising on transactions between the Group and its
associates are recognised only to the extent of unrelated investors’ interests
in the associate. The investor’s share in the associate’s profits and losses
resulting from these transactions is eliminated against the carrying value of the
associate. Where unrealised losses provide evidence of impairment of the asset
transferred, they are recognised immediately in profit or loss.

The requirements of HKAS 36 are applied to determine whether it is necessary
to recognise any impairment loss with respect to the Group’s investment in an
associate. When necessary, the entire carrying amount of the investment is
tested for impairment as a single asset by comparing its recoverable amount
(higher of value in use and fair value less costs of disposal) with its carrying
amount. Any impairment loss recognised is not allocated to any asset that
forms part of the carrying amount of the investment. Any reversal of that
impairment loss is recognised to the extent that the recoverable amount of the
net investment subsequently increases.

4. EEEHEREN (B

(b) KMIERT

B A B A RE A UHEITEEGENRE
BA MU T =RBAREMLIFER » AT RIE
Hl—RWERES (BREFIRKRESL (IBZ
HRHEFMAREAZHERBHRKET P E[EH
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TEAEERREENEN -BEBEFERER
BREAzFEFARERREHR &g
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RAERBDHFHFRRERA REBADNKRE
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WEFRHEATDRENRBRIIREEEA
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(c) BERT
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FEMBLAENEERHZER - EARENE

RIZ2ERRED 2B REERRZIRRMIF
EH S EER R EBERZES] -
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DEMERRNEEFENEEETHE  EE
BAEEEHE AR PERAGER TS
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BELEEBETRENR - EREREBREREE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

A MBRERMEE (B

FOR THE YEAR ENDED 31 DECEMBER 2025 & ZE2025% 12831 H It F E

4. MATERIAL ACCOUNTING POLICY INFORMATION
(continued)

(d) Investment properties

Investment properties are properties held either to earn rentals or for
capital appreciation or for both, but not held for sale in the ordinary course
of business, use in the production or supply of goods or services or for
administrative purposes.

Investment properties are initially measured at cost, including any directly
attributable expenditure. Subsequent to initial recognition, investment
properties are stated at cost less subsequent accumulated depreciation and
subsequent accumulated impairment losses, if any. Depreciation is charged so
as to write off the cost of investment properties net of expected residual value
over the estimated useful life using straight-line method. The useful life, residual
value and depreciation method are reviewed, and adjusted if appropriate, at the
end of each reporting period.

If an investment property becomes an owner-occupied property when there is
a change in use, as supported by observable evidence, the carrying amount of
that property at the date of transfer is transferred as an item of property, plant
and equipment.

Investment properties are tested for impairment by comparing their carrying
amounts with their recoverable amounts (see note 4(m)).

(e) Property, plant and equipment

Property, plant and equipment including buildings held for use in the production
or supply of goods or services, or for administrative purposes (other than
construction in progress and freehold land) are stated at cost less subsequent
accumulated depreciation and accumulated impairment losses, if any.

The cost of property, plant and equipment includes its purchase price and the
costs directly attributable to the acquisition of the items.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

iR E M IRRMEE (B

FOR THE YEAR ENDED 31 DECEMBER 2025 & £2025F 12831 H L F E

4. MATERIAL ACCOUNTING POLICY INFORMATION
(continued)

(e) Property, plant and equipment (continued)
Ownership interests in leasehold land and buildings

When the Group makes payments for ownership interests of properties which
includes both leasehold land and buildings elements, the entire consideration is
allocated between the leasehold land and the buildings 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.

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

Property, plant and equipment (other than construction in progress and
freehold land) are depreciated so as to write off their cost net of expected
residual values over their estimated useful lives on a straight-line basis. The
useful lives, residual value and deprecation method are reviewed, and adjusted
if appropriate, at the end of each reporting period. The useful lives are as
follows:

Freehold land Nil
Leasehold land and buildings Shorter of 20-50 years or period of
the lease term

Furniture, fixtures and equipment  3-10 years
Plant and machinery 5-10 years
Motor vehicles 3 '/3- 5 years
Construction in progress Nil

Freehold land is carried at cost less any recognised impairment loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

A MBRERMEE (B

FOR THE YEAR ENDED 31 DECEMBER 2025 & ZE2025% 12831 H It F E

4. MATERIAL ACCOUNTING POLICY INFORMATION
(continued)

(e) Property, plant and equipment (continued)
Ownership interests in leasehold land and buildings (continued)

Construction in progress is stated at cost less any recognised impairment
loss. Costs include any costs directly attributable to bring the asset to the
location and condition necessary for it to be capable of operating in the manner
intended by management, including costs of testing whether the related assets
are functioning properly and, for qualifying assets, borrowing costs capitalised
in accordance with the Group’s accounting policy. Sale proceeds of items
that are produced while bringing an item of property, plant and equipment to
the location and condition necessary for it to be capable of operating in the
manner intended by management (such as samples produced when testing
whether the asset is functioning properly), and the related costs of producing
those items are recognised in the profit or loss. No depreciation is provided
for in respect of construction in progress until it is completed and ready for its
intended use. Such construction in progress are classified to the appropriate
categories of property, plant and equipment when completed and ready for its
intended use.

An item of property, plant and equipment is derecognised upon disposal or
when no future economic benefits are expected to arise from the continued use
of asset. Any gain or loss on disposal or retirement of an item of property, plant
and equipment is the difference between the net sale proceeds and its carrying
amount, and is recognised in profit or loss on disposal.

Property, plant and equipment are tested for impairment by comparing their
carrying amounts with their recoverable amounts (see note 4(m)).

(f) Leasing
The Group as a lessee

All leases are required to be capitalised in the consolidated statement of
financial position as right-of-use assets and lease liabilities, but accounting
policy choices exist for an entity to choose not to capitalise (i) leases which
are short-term leases and/or (ii) leases for which the underlying asset is of low
value. The Group has elected not to recognise right-of use assets and lease
liabilities for low-value assets and leases for which at the commencement
date have a lease term of less than 12 months and do not contain a purchase
option. The lease payments associated with those leases have been expensed
on a straight-line basis over the lease term.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

iR E M IRRMEE (B

FOR THE YEAR ENDED 31 DECEMBER 2025 & £2025F 12831 H L F E

4. MATERIAL ACCOUNTING POLICY INFORMATION
(continued)

(f) Leasing (continued)
The Group as a lessee (continued)
Right-of-use asset

The right-of-use asset should be recognised at cost and would comprise:

(i)  the amount of the initial measurement of the lease liability (see below for
the accounting policy to account for lease liability);

(i) any lease payments made at or before the commencement date, less any
lease incentive received;

(iiy any initial direct costs incurred by the lessee; and

(ivy an estimate of costs to be incurred by the lessee in dismantling and
removing the underlying asset to the condition required by the terms
and conditions of the lease, unless those costs are incurred to produce
inventories.

The Group measures the right-of-use assets applying a cost model. Under
the cost model, the Group measures the right-of-use assets at cost, less any
accumulated depreciation and any impairment losses, and adjusted for any
remeasurement of lease liability. They are depreciated over the shorter period of
lease term and useful life of the underlying asset.

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

The Group applies HKAS 36 to determine whether a right-of-use asset is
impaired and accounts for any identified impairment loss.

The Group has leased a number of properties under tenancy agreements which
the Group exercises its judgement and determines that it is a separate class of
assets apart from the leasehold land and buildings which is held for own use.
As a result, the right-of-use assets arising from the properties under tenancy
agreements are carried at depreciated cost.

When the Group obtains ownership of the underlying leased assets at the end
of the lease term upon exercising purchase options, the cost the relevant right-
of-use assets and the related accumulated depreciation are transferred to
property, plant and equipment.

Right-of-use assets are tested for impairment by comparing their carrying
amounts with their recoverable amounts (see note 4(m)).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

A MBRERMEE (B

FOR THE YEAR ENDED 31 DECEMBER 2025 & ZE2025% 12831 H It F E

4. MATERIAL ACCOUNTING POLICY INFORMATION
(continued)

(f) Leasing (continued)
The Group as a lessee (continued)
Lease liability

The lease liability is recognised at the present value of the lease payments that
are not paid at the date of commencement of the lease. The lease payments
are discounted using the interest rate implicit in the lease, if that rate can be
readily determined. If that rate cannot be readily determined, the Group uses
the Group’s incremental borrowing rate.

The following payments for the right to use the underlying asset during the
lease term that are not paid at the commencement date of the lease are
considered to be lease payments:

(i)  fixed payments less any lease incentives receivables;

(i) variable lease payments that depend on an index or a rate, initially
measured using the index or rate as at the commencement date;

(i) amounts expected to be payable by the lessee under residual value
guarantees;

(iv) the exercise price of a purchase option if the lessee is reasonably certain
to exercise that option; and

(v payments of penalties for terminating the lease, if the lease term reflects
the lessee exercising an option to terminate the lease.

The lease liability is presented as a separate line in the consolidated statement
of financial position.

Subsequent to the commencement date, the Group measures the lease liability
by:

(i)  increasing the carrying amount to reflect interest on the lease liability;
(i) reducing the carrying amount to reflect the lease payments made; and

(i) remeasuring the carrying amount to reflect any reassessment or lease
modification, or to reflect revised in-substance fixed lease payments.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

iR E M IRRMEE (B

FOR THE YEAR ENDED 31 DECEMBER 2025 & £2025F 12831 H L F E

4. MATERIAL ACCOUNTING POLICY INFORMATION
(continued)

(f) Leasing (continued)
The Group as a lessor

The Group enters into lease agreements as a lessor with respect to its
investment properties. Lease 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 of ownership to the lease, the contact is
classified as a finance lease. All other leases are classified as operating leases.

The Group has leased out its investment properties to a number of tenants.
Rental income from operating leases is recognised in profit or loss on a
straight-line basis over the term of the relevant lease. Initial direct costs incurred
in negotiating and arranging an operating lease are added to the carrying
amount of the leased asset and recognised as an expense on a straight-line
basis over the lease term.

Any changes in the scope of the consideration for a lease that was not part
of the original terms and conditions of the lease are accounted for as lease
modifications. The Group accounts for a modification to an operating lease as a
new lease from the effective date of the modification, recognising the remaining
lease payments as income on either a straight-line basis or another systematic
basis over the remaining lease term.

(g) Inventories

Inventories are initially recognised at cost, and subsequently at the lower of
cost and net realisable value. Cost comprises all costs of purchase, costs of
conversion and other costs incurred in bringing the inventories to their present
location and condition. Cost is calculated using the first-in first-out method. Net
realisable value represents the estimated selling price in the ordinary course of
business less the estimated costs of completion and costs necessary to make
the sale.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

A MBRERMEE (B

FOR THE YEAR ENDED 31 DECEMBER 2025 & ZE2025% 12831 H It F E

4. MATERIAL ACCOUNTING POLICY INFORMATION
(continued)

(h) Intangible assets
(i) Intangible assets

Intangible assets acquired separately are initially recognised at cost.
Subsequently, intangible assets with finite useful lives are carried at cost
less accumulated amortisation and any accumulated impairment losses.
Amortisation is provided on a straight-line basis over their useful lives as
follows. The amortisation expense is recognised in profit or loss and included in
administrative expenses.
Software Shorter of 5-10 years or period of the
contract term

Internally-generated intangible assets — research and development
expenditures

Expenditure on research activities is recognised as an expense in the period in
which it is incurred.

(i) Impairment

Intangible assets with finite lives are tested for impairment when there is
an indication that an asset may be impaired. Intangible assets are tested
for impairment by comparing their carrying amounts with their recoverable
amounts (see note 4(m)).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

iR E M IRRMEE (B

FOR THE YEAR ENDED 31 DECEMBER 2025 & £2025F 12831 H L F E

4. MATERIAL ACCOUNTING POLICY INFORMATION
(continued)

(i) Financial instruments
(i) Financial assets

Financial assets 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 are added to or deducted from the
fair value of the financial assets, as appropriate, on initial recognition.

All regular way purchases and sales of financial assets are recognised on the
trade date, that is, the date that the Group commits to purchase or sell the
asset. Regular way purchases or sales are purchases or sales of financial
assets that require delivery of assets within the period generally established by
regulation or convention in the market place.

Financial assets with embedded derivatives are considered in their entirety
when determining whether their cash flows are solely payment of principal and
interest.

Financial assets at amortised cost: Assets that are held for collection of
contractual cash flows where those cash flows represent solely payments
of principal and interest are measured at amortised cost. Financial assets at
amortised cost are subsequently measured using the effective interest rate
method. Interest income, foreign exchange gains and losses and impairment
are recognised in profit or loss. Any gains or losses on derecognition is
recognised in profit or loss.

The effective interest method is a method of calculating the amortised cost of a
debt instrument and of allocating interest income over the relevant period.

For financial assets, the effective interest rate is the rate that exactly discounts
estimated future cash receipts (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) excluding expected credit losses, through the
expected life of the debt instrument, or, where appropriate, a shorter period, to
the gross carrying amount of the debt instrument on initial recognition.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

A MBRERMEE (B

FOR THE YEAR ENDED 31 DECEMBER 2025 & ZE2025% 12831 H It F E

4. MATERIAL ACCOUNTING POLICY INFORMATION
(continued)

() Financial instruments (continued)
(i) Impairment loss on financial assets

The Group recognises loss allowances for expected credit loss (“ECL”) on trade
and bills receivables, deposits and other receivables measured at amortised
cost. The ECLs are measured on either of the following bases: (1) 12-month
ECLs: these are the ECLs that result from possible default events within 12
months after the reporting date; and (2) lifetime ECLs: these are ECLs that
result from all possible default events over the expected life of a financial
instrument. The maximum period considered when estimating ECLs is the
maximum contractual period over which the Group is exposed to credit risk.

ECLs are a probability-weighted estimated of credit losses. Credit losses are
measured as the difference between all contractual cash flows that are due
to the Group in accordance with the contract and all the cash flows that the
Group expects to receive. The shortfall is then discounted at an approximation
to the assets’ original effective interest rate.

The Group has elected to measure loss allowances for trade receivables using
HKFRS 9 simplified approach and has calculated ECLs based on lifetime ECLs.
The Group has established a provision matrix that is based on the Group’s
historical credit loss experience, adjusted for forward-looking factors specific to
the debtors and the economic environment except for individual assessment on
credit-impaired trade receivables.

For other financial assets of the Group, the ECLs are based on the 12-month
ECLs. However, when there has been a significant increase in credit risk since
origination, the allowance will be based on the lifetime ECLs.

When determining whether the credit risk of a financial asset has increased
significantly since initial recognition and when estimating ECL, the Group
considers reasonable and supportable information that is relevant and available
without undue cost or effort. This includes both quantitative and qualitative
information analysis, based on the Group’s historical experience and informed
credit assessment and including forward-looking information.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

iR E M IRRMEE (B

FOR THE YEAR ENDED 31 DECEMBER 2025 & £2025F 12831 H L F E

4. MATERIAL ACCOUNTING POLICY INFORMATION
(continued)

(i) Financial instruments (continued)
(i) Impairment loss on financial assets (continued)
Significant increase in credit risk

In assessing whether the credit risk on a financial instrument 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 particular, the following information is taken into account when assessing
whether credit risk has increased significantly since initial recognition:

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

e  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;

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

e  gignificant increases in credit risk on other financial instruments of the
same debtor;

e 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.

Despite the foregoing, the Group assumes that the credit risk on a debt
instrument has not increased significantly since initial recognition if the debt
instrument is determined to have low credit risk at the reporting date. A debt
instrument is determined to have low credit risk if i) the debt instrument has a
low risk of default, i) the debtor has a strong capacity to meet its contractual
cash flow obligations in the near term, and ii) adverse changes in economic
and business conditions in the longer term may, but will not necessarily, reduce
the ability of the borrower to fulfil its contractual cash flow obligations. The
Group considers a debt instrument to have low credit risk when the asset has
external credit rating of ‘investment grade’ in accordance with the globally
understood definition or if an external rating is not available, the asset has an
internal rating of ‘performing’. Performing means that the counterparty has a
strong financial position and there is no past due amounts.

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

A MBRERMEE (B

FOR THE YEAR ENDED 31 DECEMBER 2025 & ZE2025% 12831 H It F E

4. MATERIAL ACCOUNTING POLICY INFORMATION
(continued)

() Financial instruments (continued)
(i) Impairment loss on financial assets (continued)
Definition of default

The Group considers the following as constituting an event of default for
internal credit risk management purposes as historical experience indicates
that receivables that meet either of the following criteria are generally not
recoverable:

e when there is a breach of financial covenants by the debtor; or

e 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).

The Group considers a financial asset to be credit-impaired when: (1) the
borrower is unlikely to pay its credit obligations to the Group in full, without
recourse by the Group to actions such as realising security (if any is held); or
(2) the financial asset is more than 365 days past due unless the Group has
reasonable and supportable information demonstrate that a more lagging
default criterion is more appropriate.

If the Group has measured the loss allowance for a financial instrument at an
amount equal to lifetime ECL in the previous reporting period, but determines at
the current reporting date that the conditions for lifetime ECL are no longer met,
the Group measures the loss allowance at an amount equal to 12-month ECL
at the current reporting date, except for assets for which simplified approach
was used.

The Group recognises an impairment gain or loss in profit or loss for all financial
instruments with a corresponding adjustment to their carrying amount through
a loss allowance account.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

iR E M IRRMEE (B

FOR THE YEAR ENDED 31 DECEMBER 2025 & £2025F 12831 H L F E

4. MATERIAL ACCOUNTING POLICY INFORMATION
(continued)

() Financial instruments (continued)
(i) Impairment loss on financial assets (continued)

The Group writes off a financial asset when there is information indicating
that the debtor is in severe financial liability difficulty and there is no realistic
prospect of recovery, e.g. when the debtor has been placed under liquidation
or has entered into bankruptcy proceedings, whichever occurs sooner.
Financial assets written off may still be subject to enforcement activities under
the Group’s recovery procedures, taking into account legal advice where
appropriate. Any recoveries made are recognised in profit or loss.

Interest income on credit-impaired financial assets is calculated based on
the amortised cost (i.e. the gross carrying amount less loss allowance) of
the financial asset. Interest income on non credit-impaired financial assets is
calculated based on the gross carrying amount. Interest income is recognised
in profit or loss and is included in the “Other revenue” line item (note 9(a)).

(iii) Financial liabilities

The Group classifies its financial liabilities, depending on the purpose for which
the liabilities were incurred. Financial liabilities are initially measured at fair value.
Transaction costs that are directly attributable to the acquisition or issue of

financial liabilities are added to or deducted from the fair value of the financial
liabilities, as appropriate, on initial recognition.

Financial liabilities at amortised cost including trade and bills payables, other
payables and accruals, amounts due to non-controlling shareholders/an
associate and bank borrowings are subsequently measured at amortised cost,
using the effective interest method. The related interest expense is recognised
in profit or loss.

(iv) Effective interest method

The effective interest method is a method of calculating the amortised cost of
a financial asset or financial liability and of allocating interest income or interest
expense over the relevant period. The effective interest rate is the rate that
exactly discounts estimated future cash receipts or payments through the
expected life of the financial asset or liability, or where appropriate, a shorter
period.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

A MBRERMEE (B

FOR THE YEAR ENDED 31 DECEMBER 2025 & ZE2025% 12831 H It F E

4. MATERIAL ACCOUNTING POLICY INFORMATION
(continued)

() Financial instruments (continued)
(v) 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 instrument issued
by the Company are recorded at the proceeds received, net of direct issue
costs.

(vi) Derecognition

The Group derecognises a financial asset when the contractual rights to the
future cash flows in relation to the financial asset expire or when the financial
asset has been transferred and the transfer meets the criteria for derecognition
in accordance with HKFRS 9.

Financial liabilities are derecognised when the obligation specified in the
relevant contract is discharged, cancelled or expires. The difference between
the carrying amount of the financial liability derecognized and the consideration
paid and payable is recognised in profit or loss.

() Cash and cash equivalents

In the consolidated statement of financial position, bank balances and cash
comprise cash (i.e. cash on hand and demand deposits) and cash equivalents.
Cash equivalents are 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 for investment or other purposes.

Bank balances for which use by the Group is subject to third party contractual
restriction are included as part of cash unless the restrictions result in a bank
balance no longer meeting the definition of cash. Contractual restriction
affecting use of bank balances are disclosed in note 22.

For the purpose of the consolidated statement of cash flows, cash and cash
equivalents comprise short-term bank deposits, bank balances and cash which
are not restricted as to use.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

iR E M IRRMEE (B

FOR THE YEAR ENDED 31 DECEMBER 2025 & £2025F 12831 H L F E

4. MATERIAL ACCOUNTING POLICY INFORMATION
(continued)

(k) Government grants

Government grants are not recognised until there is reasonable assurance that
the Group will comply with the conditions attaching to them and that the grants
will be received.

Government grants are recognised in profit or loss on a systematic basis over
the periods in which the Group recognises as expenses the related costs for
which the grants are intended to compensate. Government grants related to
depreciable assets are recognised as deferred income in the consolidated
statement of financial position and transferred to profit or loss over the useful
lives of the related assets.

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

() Provisions

Provisions are recognised for liabilities of uncertain timing or amount when the
Group has a legal or constructive obligation arising as a result of a past event,
which it is probable will result in an outflow of economic benefits that can be
reliably estimated.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

A MBRERMEE (B

FOR THE YEAR ENDED 31 DECEMBER 2025 & ZE2025% 12831 H It F E

4. MATERIAL ACCOUNTING POLICY INFORMATION
(continued)

(m) Impairment of non-current assets (other than financial assets)

At the end of the reporting period, the Group reviews the carrying amounts
of the following assets to determine whether there is any indication that those
assets have suffered an impairment loss or an impairment loss previously
recognised no longer exist or may have decreased:

° investment properties;

° property, plant and equipment;
° right-of-use assets;

e  other intangible assets; and

e interest in an associate.

The recoverable amount of property, plant and equipment, right-of-use assets,
and intangible assets are estimated individually. When it is not possible to
estimate the recoverable amount of an individual asset, the Group estimates
the recoverable amount of the cash-generating unit to which the asset belongs.
When a reasonable and consistent basis of allocation can be identified,
corporate assets are also allocated to individual cash-generating unit, or
otherwise they are allocated to the smallest group of cash-generating units for
which a reasonable and consistent allocation basis can be identified.

Recoverable amount is the higher of fair value less costs of disposal and value
in use. Value in use is based on the estimated future cash flows expected to
be derived from the asset, 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 cash generating unit for which the
estimates of future cash flows have not been adjusted.

If the recoverable amount (i.e. the greater of the fair value less costs of disposal
and value in use) of an asset is estimated to be less than its carrying amount,
the carrying amount of the asset is reduced to its recoverable amount. An
impairment loss is recognised as an expense immediately.

Where an impairment loss subsequently reverses, the carrying amount of the
cash-generating unit is increased to the revised estimate of its recoverable
amount, to the extent that the increased carrying amount does not exceed the
carrying amount that would have been determined had no impairment loss
been recognised for the asset in prior years. A reversal of an impairment loss is
recognised as income immediately.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

iR E M IRRMEE (B

FOR THE YEAR ENDED 31 DECEMBER 2025 & £2025F 12831 H L F E

4. MATERIAL ACCOUNTING POLICY INFORMATION
(continued)

(n) Revenue recognition

Revenue from contracts with customers is recognised when control of goods
is transferred to the customers at an amount that reflects the consideration to
which the Group expects to be entitled in exchange for those goods, excluding
those amounts collected on behalf of third parties. Revenue excludes value
added tax or other sales taxes and is after deduction of any trade discounts.
Specifically, the Group uses a 5-step approach to revenue recognition:

e  Step 1: Identify the contract(s) with a customer

e  Step 2: Identify the performance obligations in the contract

e  Step 3: Determine the transaction price

e Step 4: Allocate the transaction price to the performance obligations in the
contract

e  Step 5: Recognise revenue when (or as) the entity satisfies a performance
obligation.

Depending on the terms of the contract and the laws that apply to the contract,
control of the goods may be transferred over time or at a point in time. Control
of the goods is transferred over time if the Group’s performance:

° provides all of the benefits received and consumed simultaneously by the
customer;

e creates or enhances an asset that the customer controls as the Group
performs; or

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

If control of the goods transfers over time revenue is recognised over the period
of the contract by reference to the progress towards complete satisfaction of
that performance obligation. Otherwise, revenue is recognised at a point in time
when the customer obtains control of the goods.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

A MBRERMEE (B

FOR THE YEAR ENDED 31 DECEMBER 2025 & ZE2025% 12831 H It F E

4. MATERIAL ACCOUNTING POLICY INFORMATION
(continued)

(n) Revenue recognition (continued)
(i) Production and sales of dyed fabrics, yarns and garments

Customers obtain control of the products when the goods are delivered to and
have been accepted. Revenue is thus recognised upon when the customers
accept the products. There is generally only one performance obligation.
Invoices are usually payable within 30 to 60 days.

Some of the Group’s contracts with customers from the sale of products
provides customers a right of return (a right to exchange another product).
These rights of return do not allow the returned goods to be refund in cash.

(i) Other revenue

Rental income under operating lease is recognised on a straight-line basis over
the term of the relevant lease.

(o) Contract liabilities

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

A contract liability is recognised when the customer pays consideration before
the Group recognises the related revenue.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

iR E M IRRMEE (B

FOR THE YEAR ENDED 31 DECEMBER 2025 & £2025F 12831 H L F E

4. MATERIAL ACCOUNTING POLICY INFORMATION
(continued)

(p) Capitalisation of borrowing costs

Borrowing costs attributable directly to the acquisition, construction or
production of qualifying assets which require a substantial period of time to be
ready for their intended use or sale, are capitalised as part of the cost of those
assets until such time as the assets are substantially ready for their intended
use or sale. All other borrowing costs are recognised in profit or loss in the
period in which they are incurred.

(q) Income taxes

Income taxes for the year comprise current tax and deferred tax.

Current tax is based on the profit or loss from ordinary activities adjusted for
items that are non-assessable or disallowable for income tax purposes and is
calculated using tax rates that have been enacted or substantively enacted at
the end of reporting period.

Deferred tax is recognised in respect of temporary differences between the
carrying amounts of assets and liabilities for financial reporting purposes and
the corresponding amounts used for tax purposes. Except for recognised
assets and liabilities that affect neither accounting nor taxable profits, deferred
tax liabilities are recognised for all taxable temporary differences. Deferred tax
assets are recognised to the extent that it is probable that taxable profits will be
available against which deductible temporary differences can be utilised.

Deferred tax liabilities are recognised for taxable temporary difference arising
on investments in subsidiaries and an associate, except where the Group is
able to control the reversal of the temporary difference and it is probable that
the temporary difference will not reverse in the foreseeable future. Deferred
tax assets arising from deductible temporary differences associated with such
investments are only recognised to the extent that it is probable that there will
be sufficient taxable profits against which to utilise the benefits of the temporary
differences and they are expected to reverse in the foreseeable future.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

A MBRERMEE (B

FOR THE YEAR ENDED 31 DECEMBER 2025 & ZE2025% 12831 H It F E

4. MATERIAL ACCOUNTING POLICY INFORMATION
(continued)

(q) Income taxes (continued)

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 or part of the asset to be
recovered.

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 by the same taxation authority and the Group
intends to settle current tax liabilities and assets on a net basis.

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

Income taxes are recognised in profit or loss except when they relate to
items recognised in other comprehensive income in which case the taxes are
also recognised in other comprehensive income or when they relate to items
recognised directly in equity in which case the taxes are also recognised
directly in equity.

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

The measurement of deferred tax liabilities and assets reflects the tax
consequences that would follow from the manner in which the Group expects,
at the end of the reporting period, to recover or settle the carrying amount of its
assets and liabilities.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

iR E M IRRMEE (B

FOR THE YEAR ENDED 31 DECEMBER 2025 & £2025F 12831 H L F E

4. MATERIAL ACCOUNTING POLICY INFORMATION
(continued)

(r) Foreign currencies

Transactions entered into by group entities in currencies other than the
currency of the primary economic environment in which they operate (the
“functional currency”) are recorded at the rates ruling when the transactions
occur. Foreign currency monetary assets and liabilities are translated at the
rates ruling at the end of reporting period. Non-monetary items that are
measured in terms of historical cost in a foreign currency are not retranslated.

Exchange differences arising on the settlement of monetary items, and on the
translation of monetary items, are recognised in profit or loss in the period in
which they arise.

On consolidation, income and expense items of foreign operations are
translated into the presentation currency of the Group (i.e. Hong Kong dollars)
at the average exchange rates for the year. All assets and liabilities of foreign
operations are translated at the rate ruling at the end of reporting period.
Exchange differences arising, if any, are recognised in other comprehensive
income and accumulated in equity as translation reserve (attributed to minority
interests as appropriate). Exchange differences recognised in profit or loss
of group entities’ separate financial statements on the translation of long-
term monetary items forming part of the Group’s net investment in the foreign
operation concerned are reclassified to other comprehensive income and
accumulated in equity as translation reserve.

(s) Employee benefits
(i) Short-term employee benefits

Short-term employee benefits are employee benefits (other than termination
benefits) that are expected to be settled wholly before twelve months after the
end of the annual reporting period in which the employees render the related
service. Short term employee benefits are recognised in the year when the
employees render the related service.

(i) Defined contribution retirement plan

Contributions to defined contribution retirement plans are recognised as an
expense in profit or loss when the services are rendered by the employees.

(iij) Termination benefits

Termination benefits are recognised on the earlier of when the Group can no
longer withdraw the offer of those benefits and when the Group recognises
restructuring costs involving the payment of termination benefits.
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FOR THE YEAR ENDED 31 DECEMBER 2025 & ZE2025% 12831 H It F E

MATERIAL ACCOUNTING POLICY INFORMATION
(continued)

Related parties

A person or a close member of that person’s family is related to the Group
if that person:

has control or joint control over the Group;

has significant influence over the Group; or

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

An entity is related to the Group if any of the following conditions apply:

(i)

The entity and the Group are members of the same group (which
means that each parent, subsidiary and fellow subsidiary is related to
the others).

One entity is an associate or joint venture of the other entity (or an
associate or joint venture of a member of a group of which the other
entity is a member).

Both entities are joint ventures of the same third party.

(iv) One entity is a joint venture of a third entity and the other entity is an
associate of the third entity.

(v) The entity is a post-employment benefit plan for the benefit of the
employees of the Group or an entity related to the Group.

(vi)  The entity is controlled or jointly controlled by a person identified in
(a).

(vii) A person identified in (a)(i) has significant influence over the entity

(viil)

or is a member of key management personnel of the entity (or of a
parent of the entity).

The entity, or any member of a group of which it is a part, provides
key management personnel services to the Group or the Group’s
parent.

Close members of the family of a person are those family members who may

be expected to influence, or be influenced by, that person in their dealings with

(i)
(ii
(i)

the entity and include:

that person’s children and spouse or domestic partner;
children of that person’s spouse or domestic partner; and
dependent of that person or that person’s spouse or domestic partner.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

iR E M IRRMEE (B

FOR THE YEAR ENDED 31 DECEMBER 2025 & £2025F 12831 H L F E

5. KEY SOURCES OF ESTIMATION UNCERTAINTY

The key sources of estimation uncertainty at the end of the reporting period,
that have a significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year, are as follows:

Estimated impairment of property, plant and equipment right-of-use
assets

The Group assesses whether there are any indicators of impairment for
property, plant and equipment and right-of-use assets at the end of each
reporting period. Property, plant and equipment and right-of-use assets are
tested for impairment when there are indicators that the carrying amounts may
not be recoverable. Impairment exists when the carrying value of an asset or
a CGU exceeds its recoverable amount, which is the higher of its fair value
less costs of disposal and its value in use. When value in use calculations are
undertaken, management estimate the expected future cash flows from the
asset or CGU and choose a suitable discount rate in order to calculate the
present value of those cash flows. The fair value less costs of disposal were
assessed with reference to the market prices of similar assets after considering
the conditions of these assets.

As at 31 December 2025, the carrying amounts of property, plant and
equipment and right-of-use assets are approximately HK$1,046,537,000 and
HK$237,286,000 respectively (2024: HK$1,175,999,000 and HK$191,575,000
respectively), in which the carrying amounts of property, plant and equipment
and right-of-use assets for its production and sales of dyed fabrics and yarns
located in the PRC and Hong Kong are approximately HK$752,797,000 and
HK$199,004,000 respectively (2024: HK$890,691,000 and HK$154,716,000).
No impairment loss in respect of property, plant and equipment and right-of-
use assets for the CGU of its production and sales of dyed fabrics located
in the PRC and Hong Kong have been recognised (2024: nil) in profit or loss
except for the impairment loss of HK$69,857,000 (2024: HK$15,430,000) for
the idle equipment and plant and machineries.

Estimated useful lives and residual values of items of property, plant
and equipment

In determining the useful lives and residual values of items of property, plant
and equipment, the Group has to consider various factors, such as technical or
commercial obsolescence arising from changes or improvements in production,
or from a change in the market demand for the product or service output of the
asset expected usage of the asset, expected physical wear and tear, the care
and maintenance of the asset, and legal or similar limits on the use of the asset.
The estimation of the useful life of the asset is based on the experience of the
Group with similar assets that are used in a similar way. Additional depreciation
is made if the estimated useful lives and/or the residual values of items of
property, plant and equipment are different from previous estimation. Useful
lives and residual values are reviewed at each financial year end date based on
changes in circumstances.

As at 31 December 2025, there is no revision of the estimated useful lives and
residual values of the items of property, plant and equipment with carrying
amount of approximately HK$1,046,537,000 (2024: HK$1,175,999,000).
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FOR THE YEAR ENDED 31 DECEMBER 2025 & ZE2025% 12831 H It F E

5. KEY SOURCES OF ESTIMATION UNCERTAINTY
(continued)

Estimated impairment of trade receivables

The Group recognises lifetime ECLs for trade receivables, using a provision
matrix based on the Group’s historical credit loss experience, adjusted for
factors that are specific to the debtors, general economic conditions and an
assessment of both the current as well as the forecast direction of conditions
at the reporting date except for individual assessment on credit-impaired
trade receivables. The amount of the impairment loss based on ECL model
is measured as the difference between all contractual cash flows that are due
to the Group in accordance with the contract and all the cash flows that the
Group expects to receive, discounted at the effective interest rate determined
at initial recognition. Where the future cash flows are less than expected, or
being revised downward due to changes in facts and circumstances, a material
impairment loss may arise.

The economic downturn and uncertainties that have arisen as a result of
resurgence of the pandemic and soaring global inflation have made these
estimates more judgemental, which the Group has taken into account in its
determination of applicable ECLs attributable to trade receivables arising from
sales to customers on credit term, including the incorporation of forward-
looking information to supplement historical credit loss rate. Further information
on the impairment assessment on trade receivables is provided in note 37(b).

As at 31 December 2025, the carrying amount of trade receivables is
approximately HK$610,642,000 (2024: HK$704,146,000), net of allowance
for ECL of approximately HK$33,333,000 (2024: HK$40,191,000). During the
year, a reversal of impairment loss of approximately HK$7,066,000 (2024: an
impairment loss of HK$6,115,000) was recognised in profit or loss.

Estimated impairment of bills receivables and deposits and other
receivables

The Group use ECL model to assess the impairment of bills receivables
and deposits and other receivables. The application of ECL model requires
significant judgements and estimates, and requires consideration for all
reasonable and proofed information, including forward-looking information.
When making these judgements and estimates, the Group infers expected
changes in debtor’s credit risk based on historical repayment data combined
with economic policies, macroeconomic indicators, industrial risks and other
factors. Different estimates may affect the accrual of provision for impairment.
The accrued provision for impairment may not be equal to the actual amount of
impairment losses in the future.

As at 31 December 2025, the carrying amount of bills receivables and deposits
and other receivables is approximately HK$90,838,000 (2024: HK$97,923,000)
and HK$19,672,000 (2024: HK$118,104,000) respectively, net of allowance
for ECL of nil (2024: nil). During the year, no impairment loss was recognised in
profit or loss (2024 nil).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

iR E M IRRMEE (B

FOR THE YEAR ENDED 31 DECEMBER 2025 & £2025F 12831 H L F E

5. KEY SOURCES OF ESTIMATION UNCERTAINTY
(continued)

Estimated impairment of inventories

Inventories are valued at the lower of cost and net realisable value. The
Group regularly reviews its inventory levels in order to identify slow-moving
and obsolete inventories. The Group makes allowance for slow-moving and
obsolete items through management'’s estimation of the net realisable value
for such obsolete and slow-moving items based primarily on the latest invoice
prices and current market conditions, including the consideration of potential
impacts on the subsequent sales orders and demand of its products resulting
from the soaring global inflation and uncertainties in the global economy. When
the Group identifies items of inventories which have an estimated net realisable
value that is lower than its carrying amount, the Group estimates the amount
of write-down of inventories as allowance for inventories. If the estimated net
realisable value of inventories of the Group becomes lower than its carrying
amount subsequently, an additional allowance may be required.

As at 31 December 2025, the carrying amount of inventories is approximately
HK$701,366,000 (2024: HK$784,735,000), net of accumulated provision of
approximately HK$156,534,000 (2024: HK$141,827,000).

Income taxes

Deferred tax assets are recognised to the extent that it is probable that taxable
profits will be available against which deductible temporary differences and tax
losses can be utilised. In cases where the actual future profits generated are
less than expected, a material reversal of deferred tax assets may arise, which
would be recognised in profit or loss the period in which such a reversal takes
place.

As at 31 December 2025, a deferred tax assets of approximately
HK$53,903,000 (2024: HK$38,227,000) in relation to the deductible temporary
differences and tax losses were recognised in the Group’s consolidated
statement of financial position.
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6. REVENUE AND SEGMENT INFORMATION

The executive directors, i.e. the chief operating decision makers, regularly
review the operating results and financial information based on district
geographical areas of location of customers, including Hong Kong (place
of domicile of the Company), the PRC, Taiwan, Korea, Sri Lanka, America,
Europe, Vietnam and Others, i.e. representing other geographical locations
mainly Bangladesh, Singapore and Macau. All of those geographical areas
are operating segments except “Others” which is an aggregation of operating
segments.

The following is an analysis of the Group’s revenue and profit (loss) from the
production and sales of dyed fabrics, yarns and garments and results by
reportable segments for the year.

2025 20255 Hong Kong The PRC Taiwan Korea  SriLanka
B il Al B HEEE

6. EXERSEEN

PITES BNXEEEARRE) RETFFEM
EFENMEUEERERCEXERMBE
k> BEES (KREFMEM) HE- 8% 8
CHERERIR SO BUN s R R HAthith & (BN
FEE AT > T2 ZANHLE R 03K K R
F) -PREZSHMEINEREE DL M H it
& ARG EZEENE

UTRT-ERARRFERBRERBEERT
MR KREAREDEI D2 EXBRET
(B518) U EPREZ 24 o

America Europe Vietnam Others Segment total ~Eliminations Consolidated

Sl i fE e AR4E He &8

HKS000  HKSOOD  HKSUOD  HKSUOD  HKSUOD  HKSUOO  HKSUOO  HKSUOO  HKSUOO  HKSUOO  HKSUOO  HKSUOO

43 FE7 FE7 FET FET

77T 77T 7T T FET T FET

Revenue LB

External sales HiHE 476,071 1,480,225 131,093 185,146 862,550 53,094 92,399 427,663 428475 4,136,716 - 4,136,716
Inter-segment sales /ot NEMUE ) 1,518,936 535,948 - - 175,876 - - - - 2230760 (2,230,760) =
Totd segrent revenue HEE2ELE 1995007 206173 1308 185146 1008426 S0M 09 @760 BATS 6T Q20T 416706
Results E

Segment proft (loss) PEERH (R 62,393 159,261 17,378 23,895 63,988 (6,340) 10,147 55,965 49,367 436,054
Interest income RIBMA 28443
Unallocated income FRRMA 10,674
Depreciation, amortisation and impairment loss 72\ &8 R E B% (226,411)
Other unallocated expenses kARG (137,730)
Finance costs EEES (9,386)
Share proft of an associate Ff-EBE AR ZBH 1,249
Profit before income tax expense FRESRE HAIRH 102,890
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6. REVENUE AND SEGMENT INFORMATION (continued)

The following is an analysis of the Group’s revenue and profit from the
production and sales of dyed fabrics, yarns and garments and results by
reportable segments for the year. (continued)

6. EXFRIEEH (&
UTAFEEREFERENERBEEH-
4RI R AR S 2 BEBRETI
REBFEZ Do ()

2024 2024% Hong Kong The PRC Taiwan Korea Sri Lanka America Europe Others ~ Segmenttotal ~ Eliminations ~ Consolidated
&4 e = #H HERRS M M HihitE TEAE B Ra
HK$ 000 HK$ 000 HK$ 000 HK§ 000 HK$ 000 HK$000 HK$ 000 HK§ 000 HK$ 000 HK$000 HK$ 000
FET AT FAT T T FET &1 4 &L FAT 4

Revenue EEE
External seles HiE 676679 1,626,542 154,331 215,136 885,001 127,391 3470 705008 4426558 - 442658
Inter seqment sals 7ot NERUE ) 1,801,403 657,309 - - 21676 - - 1830 2608748 (269749 -
Total segment revenue NEEERNE 2,478,082 2,283,851 154,331 215,136 1,106,677 127,391 36,470 723,368 7,125,306 (2,698,748) 4,426,558

Results E= ]

Segment profi DERA 56,355 126377 12,928 18,011 70975 1,194 3014 58615 347,469
Interest income FEHA 27,931
Unallocated income AARMA 11,762
Depreciation, amortisation and impairment loss 178~ &8 R E % (175,244)
Other unallocated expenses AftRpEZH (122,831)
Finance costs EERES (13,126)
Share proft of an associate Ef—EHEAD 2 BA 1009
Profit before income tax expense BAERS AR 77,060

Note: Inter-segment sales are charged at price by reference to the prevailing market rates.

The accounting policies of the reportable segments are the same as the
Group’s accounting policies described to note 4. Segment profit (loss)
represents the profit earned by/(loss) from each segment without allocation
of central administration costs and other expenses (including non-production
related employee benefits expenses, directors’ emoluments, bank charges,
etc.), depreciation and amortisation of investment properties, property, plant
and equipment and other intangible assets, interest income, impairment loss
and gain/loss on disposal/written-off of property, plant and equipment and
investment properties, finance costs, share of profit of an associate, etc. This is
the measure reported to the chief operating decision makers for the purposes
of resource allocation and performance assessment. No analysis on segment
assets and liabilities is disclosed as it is not presented to the chief operating
decision makers.
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6. REVENUE AND SEGMENT INFORMATION (continued)

Other segment information

Amounts included in the measure of segment profit (loss):

6.

HthpEEHR
EEESENERT (5B 28

ERERDEEN (B

Hong Kong The PRC Taiwan Korea Sri Lanka America Europe Others Consolidated
&5 HE aE 2  HEWE EM Bl EfhE =e
HK$ 000 HK$000 HK$ 000 HK$000 HK$ 000 HK$ 000 HK$000 HK$000 HK$ 000
FET FAET FET FET FET FET FET FET FET
2025 20255
Impairment loss (reversed)/recognised on  EEREHENFEZ AERE
trade and bils receivables, net (@) /R FE 945 (14,566) 9 (58) 4,080 162 - 2,362 (7,066)
Deprecation of right-of-use assets FEREEZINE 307 29,254 - - M1 - - 6,270 36,242
2024 2024
Impairment loss (reversed)/recognised on  EERZHEENFTBEZ AERE
trade and bills receivables, net (Ef) /RREE (510) 374 14 (77) 5,949 (310) 43 632 6,115
Deprecation of right-of-use assets FREBEZINE 505 25,68 - - 736 - - 2,358 28,867
Geographical information Hh 15k B A
The following is an analysis of geographical location of the Group’s non-current R IREHALR » ZEE Z IR B E (i) &
assets (note) at the end of the reporting period: BUBZ DA
At 31 December At 31 December
©$12831H 128318
2025 2024
HK$'000 F#&;x  HK$'000 &
The PRC FE 1,200,161 1,310,513
Hong Kong 58 8,653 9,817
Sri Lanka EEF< 183,623 159,121
Others Hihle 49 644
1,392,486 1,480,095
Note:Non-current assets excluded deferred tax assets. Bzt FERBEEFEIRIEIERIBEE
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FOR THE YEAR ENDED 31 DECEMBER 2025 & £2025F 12831 H L F E

6. REVENUE AND SEGMENT INFORMATION (continued)

Disaggregation of revenue

Disaggregation of revenue from contracts with customers by products and
timing of revenue recognition are as follows:

6. EXFRIEEH (&
EEERT

REmMKRIZEBBRARTEEDNZERSRWA
DHTF

2025 2024
HK$’000 F#Ex  HK$'000 FET
Revenue from contracts with customers EHEIFEREZERF15588EE A
within the scope of HKFRS 15: EFRERWA :
Production and sales of dyed fabrics S MIHE B R4
and yarns 3,590,033 3,793,728
Production and sales of garments B3 M HE K 546,683 632,830
4,136,716 4,426,558
Timing of revenue recognition: DU A RYBFRS
At a point in time 1E FBRF 5 B 4,136,716 4,426,558

The following table provides information about trade and bills receivables and
contract liabilities from contracts with customers.

TREHAFZEERREBEREURKRES
FERMNEHNEaRER -

At 31 December At 31 December

¥12831H 128318

2025 2024

HK$000 F#5c  HK$'000 T&7T

Trade and bills receivables (note 20) EELEREWRRE (T5F20) 701,480 802,069

Contract liabilities (note 26) GH8E (M5E26) 21,838 17,150
Information about major customers EHFERERZEN

No revenue from individual customer contributed over 10% of the total revenue
of the Group for the years ended 31 December 2025 and 31 December 2024.

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

Sales of goods were made in a short period of time and the performance
obligation was mostly satisfied in one year or less at the end of each year,
thus the Group applied the expedient of not to disclose the transaction price
allocated to unsatisfied performance obligation.

B E2025F12831H K2024F12831H LEF
ERKEBENERZWAMAER S EIEHEE
P EBE10% °

PEEFEFERAMNGENEINXZER

HmiERERERTR BONEEABRE—F
HUA (MEEER) RET Bt ~EERA
THREBDEEANBITEROEENZERERH
EER %
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

A MBRERMEE (B

FOR THE YEAR ENDED 31 DECEMBER 2025 & ZE2025% 12831 H It F E

7. FINANCE COSTS =24
2025 2024
HK$'000 F&;x  HK$'000 &
Finance costs on: B
Bank borrowings IR1TEE 2,550 6,991
Lease liabilities HEaE 6,836 6,135
9,386 13,126
8. INCOME TAX EXPENSE FRiSMZ
2025 2024
HK$'000 F#&5x  HK$'000 F#ET
Current tax: REERIE
Hong Kong 58 629 1,758
The PRC H 19,030 18,719
Other jurisdictions HthazM& 20,150 19,412
39,809 39,889
(Over)/Under provision in prior years: BEFEE (BREEE) BETR
Hong Kong 58 2 183
The PRC H (1,918) (1,016)
Other jurisdictions Hhslz & (342) 1,795
(2,262) 962
37,547 40,851
Deferred tax: EIEFRIE
Hong Kong 58 2,482 (2,506)
The PRC ] (16,751) 5,691
Other jurisdictions Haaa (4,597) (1,553)
(18,866) 1,632
18,681 42,483
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

iR E M IRRMEE (B

FOR THE YEAR ENDED 31 DECEMBER 2025 & £2025F 12831 H L F E

8. INCOME TAX EXPENSE (continued)

Under the Hong Kong two-tiered profits tax rates regime, the first
HK$2,000,000 of assessable profits of one subsidiary of the Company, which is
a qualifying corporation, is taxed at 8.25% and the remaining assessable profits
is taxed at 16.5%. The profits of other group entities not entitled to the two-
tiered profits tax rates regime will continue to be taxed at 16.5%.

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 PRC subsidiaries
is 25% for both years.

Pursuant to the relevant laws and regulations in Sri Lanka, the tax rate of Sri
Lanka subsidiary is 30% for both years.

Taxation arising in other jurisdictions is calculated at the rates prevailing in the
respective jurisdictions.

Details of the deferred tax are set out in note 18.
Income tax expense for the year can be reconciled to the profit before income

tax expense per the consolidated statement of profit or loss and other
comprehensive income as follows:

8. FRiSMixZti (@
BEEBMERMRS FRE—BHEER
1R A~ BRI E2,000,0007% 7T A& 3R 10 2 F)
ME#B8.25%  MEF THIERRBAIRKAS
16.5% N EM SR MAF B EHMERERE
Z BN BRI ER16.5%RM

RIEPEZERERE ((BEMRERE) ki
XML EHER > PR B AR R MEF
EZREHAE25% -

REFERFEBZZRRER HEBFW
BABRMEFEZIREIGR30%

HthB A MEZREEUNERES B A EES
S R i

BERIEERIAZ s B H I MIsE18-

EEERGEHREREME2EKRERNAER
BRI  HAT B A BRI T -

202548, 133

2025 2024
HK$'000 F#E7xT  HK$'000 FET
Profit before income tax expense PRPTIEMZ HAI B A 102,890 77,060
Tax at domestic rates applicable to profits BB AEREANER 2
or losses in the jurisdiction concerned EMREHENRIE 25,434 21,708
Tax effect of expenses not deductible for ERTEINRNREEE
tax purpose 15,677 18,255
Tax effect of income not taxable for WA B BRI
tax purpose (10,247) (6,419)
(Over)/under provision in prior years BIEEE (BREEEH) BETR (2,262) 962
Tax effect of tax losses not recognised MRIBBEREERNREE 1,048 24,535
Utilisation of tax losses previously not ERBTREERNRIEER
recognised (6,636) (14,595)
Utilisation of other deferred tax previously BRBERWMESENEHMIELERIE
not recognised (4,916) (1,463)
Deferred tax provided/(reversed) on MBINHT B A B TR IEH
withholding tax on overseas subsidiaries RILRIBHEE  (HBE([D) 1,048 (428)
Income tax on concessionary rate REEREFENFAER (465) (72)
Income tax expense gz 18,681 42 483
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A MBRERMEE (B

FOR THE YEAR ENDED 31 DECEMBER 2025 & ZE2025% 12831 H It F E

9. OTHER REVENUE, OTHER GAINS AND LOSSES AND

9. HhUeA -~ Hfthlam RS U K2

PROFIT FOR THE YEAR FEEA
(@) An analysis of the Group’s other revenue is as follows: (a) AEBREMBAZDHUWT :
2025 2024
HK$'000 F#&7x  HK$'000 F#ET
Amortisation of deferred income (note j) IR A 2 8 8H (H1aEi) 5,508 5,325
Compensation income AEWA 14,520 13,308
Government grants (note i) BT % B (i &) 3,465 1,960
Interest income ISV ON 28,443 27,931
Net rental income from investment properties 18 &#)% > F S W ARE (#15240)
(note 40) 11,638 11,042
Others Hh 16,413 14,001
79,987 73,567
(b) An analysis of the Group’s other gains and losses is as follows: o) TEBEMWGENEBEZHUT !
2025 2024
HK$’000 F % T HK$’000 FE7T
Net exchange gains/(losses) ERE, (B518) FE 8,366 (1,678)
(Loss)/gains on disposal of property, HEMZE HEBREEZ (BB W
plant and equipment (1,740) 2,577
Impairment of property, YD R R B ZRE (WaE14)
plant and equipment (hote 14) (69,857) (15,430)
Impairment loss reversed/(recognised) EEREBRERKTIEZ
on trade and bills receivables, net BUERK D () FE 7,066 (6,115)
Gain on lease modification iEE Sk T Al - 10,431
Others Hh 1 (3,498)
(56,164) (13,713)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

iR E M IRRMEE (B

FOR THE YEAR ENDED 31 DECEMBER 2025 & £2025F 12831 H L F E

9. OTHER REVENUE, OTHER GAINS AND LOSSES AND
PROFIT FOR THE YEAR (continued)

(c) An analysis of the Group’s profit for the year is as follows:

9. HthiA - Hfthlm RESE UKk E
FEERFM (@

© HTEERFE&ZNZDMUMT :

2025 2024
HK$’000 F3# T HK$'000 T

Profit for the year has been arrived at EFERNBINRA
after charging:

Amortisation of other intangible HEEpEE 2 #iH (Wat16)7

assets (note 16)’ 3,073 763
Auditors’ remuneration TZ B0 EM 2 F B 2,663 2,641
Cost of sales (note i) HE RS (B 22ii) 3,577,318 3,897,147
Depreciation of investment properties (note 13/ &Y% 2 & (Kf:%13) 4,994 5,148
Depreciation of property, VISR NGB ZITE Bfat14)

plant and equipment (note 74) 148,487 153,903
Depreciation of right-of-use assets (note 15) fEREEEZITE Ha215) 36,242 28,867
Employee costs (including directors’ BEMZA (BIEM 10N ESD)

emoluments set out in note 10) 681,086 681,457
Research and development costs RS A AR 28,664 41,761
"Included in administrative expenses BEETHRERRN

Notes:

(i) Amortisation of deferred income mainly represent i) grants received from the PRC
local government authority as subsidies to the Group for acquiring property, plant
and equipment for business development and energy saving scheme implemented
by the PRC local government in 2008 and 2022, and ii) rental income received in
advance for the leasing of three investment properties.

(i)  Cost of sales includes HK$1,128,739,000 (2024: HK$1,215,140,000) of staff costs,
depreciation of property, plant and equipment, depreciation of right-of-use assets,
subcontracting fee and other manufacturing overheads. Staff cost, deprecation
of property, plant and equipment and depreciation of right-of-use assets are also
included in the respective total amounts disclosed above for each of these types of
expenses.

(i) For the year ended 31 December 2025, government grants mainly included grants
of HK$3,404,000 (2024: HK$1,896,000) received from the PRC local government
authority as subsidies to the Group for incentive of foreign trade and steady growth
of business and there were no restrictions with the use of such government grants.

() EFEURA Z #EE = e R B B E #EUT
BERTAEEBEBAVE BB RREZ
B ZEHEMDARNEBERKTEEME
JF 1120084 K220224F $1THIENAE 51 B Keii)fE &
—ERBYEMEWRIEEZIA

(i) $HEMABIET, 128,739,000 7T (20244 :
1,215,140,00087t) 2 E TR A ¥ E 8K
REITE - SRAESENE NI ERREMR
Lﬁﬁﬁoal;ﬂzz& ME KIERREBITEUR
FREEENENCEERE EXFRESERH
S 7 HERA4BEER o

(i) BZE2025FE12831HIEEE HFMEEES
BEWEEETEEMBFEEREEARER
BN R EFSIBE IS & 2 #8453,404,00058 7T
(20244 : 1,896,00058 7T) » M5 BUF @AY
165 PR I R PR 51 0
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A MBRERMEE (B

FOR THE YEAR ENDED 31 DECEMBER 2025 & ZE2025% 12831 H It F E

10. INFORMATION REGARDING DIRECTORS’ AND

EMPLOYEES’ EMOLUMENTS

(a) Directors’ emoluments

Directors’ emoluments disclosed pursuant to Section 383 of the Hong
Kong Companies Ordinance (Cap. 622) and the Companies (Disclosure of
Information about Benefits of Directors) Regulation (Cap. 622G) (the Regulation)

are as follows:

10. EXREEME=EH

(a) EEM=

RIBE R A BFREG (55622%) F383MF kAT (]
BEFMmER) RP (35622GE) (RA) KE
WEERMEZWT -

Non-executive
Executive directors directors Independent non-executive directors
HTES FHTES BI4nES
YAU Hang WONG
L Xl YIN Tat,  ZHANG YEN TAO ZHOU | NG Kwok William Kwong
2025 2025F Xianfu Qiang Jian  Andrew Zheng  LlGang Gordon  Yongming Jing Tung  YING Wei LAM LIN Lin Chi Total
BE o FE it RE k] BES Fkif BB {REI i3] HigE HhH 8% 8
HKS000  HKSO0D  HKS000  HKSUOD  HKS000  HKS000 | HKSOOD  HKSU00  HKSUOO | HKSU00 — HKSUOO  HKSU00  HKSUOO  HKSODD  HKSU0O
i FEn  FEn  FEn  FEn  FEn| TEr  TEn FEn| TEn FEn FEn FEn TEn AR
(note ) (noteij)  (note vii) (note i (noteiy)  (note ) (note vi]  (note vi)
(W) (i) (i) (i) i) (W) (i) (Wdi))
Fees g - - - - - - 200 - - 250 200 100 - 200 950
Other emoluments Ahie
Salaries and other benefts* S REMER 3,385 - - 2,567 - 1,079 - - - - - - - - 7,931
Discretionary bonuses” Higke - - - - - - - - - - - - - - -
Retirement benefits scheme contrioution B AR5t BIfEZ 15 - - 165 - 18 - - - - - - - - 198
3,400 - - 2732 - 1,097 200 - - 250 200 100 - 200 9,079
Non-executive
Executive directors directors Independent non-executive directors
HiTES FHTES BUsEAES
YAU Hang WONG
L ZHAO Tat,  ZHANG YEN TAO | NG Kwok William Kwong
2024 2024F Xianfu Jianii - YINJian  Andrew Zheng LI Gang Gordon  Yongming Tung  YING Wei LAM Chi Total
B8R  HEE FE  miEE RIE ZE | BEE kK| AER R WER  IBT B
HKS000  HKS000  HKSO00 — HKS000  HKS000  HK$000 | HK$000  HKS000 | HKSO00 — HK$000  HK$000  HKS000  HK$000
FEr  TEr  FEr TEr  TEr  FEr| TEr  TEn| TEr  FEr  FEn  FEr FEn
hotej)  (noteiy)  (note vii) (hote i) (hote iv) (note vj)
) (st) (i) (&) (i) (Hiztvi)
Fees ik - - - - - - 200 - 250 200 200 200 1,050
Other emoluments Hiti&
Salaries and other benefits* HeREMER" 3012 - - 2,567 - 1,837 - - - - - - 7416
Discretionary bonuses” HiEse - - - - - - - - - - - - -
Retirement benefits scheme RIRR G EIRR
contribution 18 - - 165 - 18 - - - - - - 201
3,030 - - 2,732 - 1,855 200 - 250 200 200 200 8,667

o Other benefits include performance-based salary and double pay.

*

The basis of the discretionary bonus is based on the profitability of the Group.

* HMEN SEANHERER-

* NERENEREENAEBENES -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

iR E M IRRMEE (B

FOR THE YEAR ENDED 31 DECEMBER 2025 & £2025F 12831 H L F E

INFORMATION REGARDING DIRECTORS’ AND
EMPLOYEES’ EMOLUMENTS (continued)

Directors’ emoluments (continued)

Notes:

(i)

(i)

(i)

()

(V)

(vii)

(viil)

(ix)

Mr. LIU Xianfu, is resigned as an executive director, the Chairman of the board of
directors (the “Board”), chief executive officer of the Company and an authorised
representative of the Company with effective from 17 November 2025.

Mr. Xi Qiang is appointed as an executive director, the Chairman of the Board and
an authorised representative of the Company with effective from 17 November
2025.

Mr. LI Gang is appointed as chief executive officer of the Company with effective
from 17 November 2025.

Mr. TAO Yongming is resigned as a non-executive director with effective from 1
April 2025.

Ms. ZHOU Jing is appointed as a non-executive director with effective from 1 April
2025.

Mr. William Lam is resigned as an independent non-executive director with effective
from 7 June 2025.

Dr. LIN Lin is appointed as an independent non-executive director with effective
from 7 June 2025.

Mr. Yin Jian was appointed as an executive director with effective from 1
September 2024.

Ms. ZHAO Jianli was resigned as an executive director with effective from 1
September 2024.

During the years 2025 and 2024, no emoluments were paid by the Group
to any director as an inducement to join or upon joining the Group or as
compensation for loss of office.

During the year ended 31 December 2025, six directors (2024: four directors)
waived their whole-year emoluments.

10.

(a)

EFNEEMEEHN (B

EEME (@

L=

(i)

(i)

(i)

(v)

(vi)

(vii)

(viil

(ix)

BB B2025F11A17THERTIHNTE
F E2EY ((BF9) TR FATTHEAEHK
RNTREREK

#opf L EH2025F 11 B17HRESZTANITE
EERETIFERENERBERR.

=M 4 B2025F 11 B17THERESEAERAT
TEABE -

POk 3% o B2025F4 B 1HREFHEIFNITE
%O

BEFw Lt B2025F4F 1 BRRESZERIFNITE
%O

MBS E 82025F6 87 e EBILIERNTT
EHo

R8T B20256E6 57 B R E B E B BIIEH
TES

FRERGEEB2024F9F 1 HREEZEAHITE
%O

HERZ T H2024F9R 1 HEERERITES -

R20255F 20245 » AERIEAETANESX
S <2 > LUEA 058 A & B 5 7 10 A 2 2 [ BF
B 5% BN o B B A 1 o

HE2025F12831HIEEE 6UEE (2024
FAMUER NERSEEFMNE-
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FOR THE YEAR ENDED 31 DECEMBER 2025 & ZE2025% 12831 H It F E

10. INFORMATION REGARDING DIRECTORS’ AND
EMPLOYEES’ EMOLUMENTS (continued)

(b) Employees’ emoluments

The five highest paid employees included one (2024: one) director, whose
emoluments are set out in note 10(a) above. Emoluments of the remaining four
(2024 four) employees are as follows:

10. EEREEMEEH (B

(b) ESM=

EEMEsHEESEIM (2024F : 11) &
FoHMEFBEN LA EE10(a) o B8R T41L
(20244 : 400) EEMEWT ¢

2025 2024
HK$’000 F#&T HK$'000 T BT

Salaries and other benefits e R EMER] 11,225 9,733
Discretionary bonuses MBS - 1,345
Retirement benefits scheme contributions BRIRET EHBIERR 165 382
11,390 11,460

Their emoluments were within the following bands: WEZMENFLUTAER
2025 2024
No. of employees No. of employees
(HEEE EB&8H
HK$1,500,001 to HK$2,000,000 1,500,00178 75 22,000,00078 75 1 -
HK$2,000,001 to HK$2,500,000 2,000,001 75 22,500,0007 75 = -
HK$2,500,001 to HK$3,000,000 2,500,001 7 75 23,000,000 75 1 3
HK$3,000,001 to HK$3,500,000 3,000,001 7# 75 23,500,000 75 1 1
HK$3,500,001 to HK$4,000,000 3,500,001 7 75 24,000,000 75 1 -

(c) Senior management’s emoluments

The emoluments paid or payable to members of senior management were
within the following bands:

(c) SREEEM=

ENHEMESREEENEZMEN FLUTE
il

2025 2024

No. of employees No. of employees

EEHE EEHE

HK$2,500,001 to HK$3,000,000 2,500,001 7 7 23,000,000/ 7T 1 1
11. DIVIDENDS 11. KR

2025 2024

HK$’000 T # T HK$'000 F T

Dividend attributable to the previous B EEELHZKRE

financial year, approved and recognised as ~ ANEECDH A RETEADIK -

distribution during the year:

2024 final dividend of HK1.16 cents 2024F KA E B 116781
(2023 final dividend of HK3.00 cents) (2023 R HBRR B A3.00581l) &
per share and 2024 special dividend of 2024 F 5 R I& B B & A4.34 7811

HK4.34 cents (2023 special dividend of nil) (2023F R RIREARD)

67,376 36,751
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

iR E M IRRMEE (B

FOR THE YEAR ENDED 31 DECEMBER 2025 & £2025F 12831 H L F E

11. DIVIDENDS (continued)

The final dividend of HK5.7 cents in respect of the year ended 31 December
2025 (2024: HK1.16 cents) per share, amounting to approximately
HK$69,827,000 (2024: HK$14,262,000), has been proposed by the Board
and is subject to the approval of the shareholders at the forthcoming annual
general meeting of the Company. The Board has not recommended any special
dividend for the year ended 31 December 2025 (2024: special dividend of
HK4.34 cents per share, amounting to HK$53,114,000).

12. EARNINGS PER SHARE

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

1. BE (&)

BEEEERZIRMEE025F12831HLEEEY
KREARG B ER5. 78 (20244 116381 » &
F4969,827,000/ 7T (20244 : 14,262,000
70) CMAFRERA AT RERRBEAE L
#HER FAEE -EFEAERRTEAEE
2025F12H31HIEFE 2455 E (20244 :

R RR B AR4.3478 1 » & $£53,114,000% 7T) ©

12. ERRZF

FABHEREANBESREARBEERNTHRE
MBI

2025 2024
HK$’000 F#Er  HK$'000 FE7T
Earnings B¥
Profit for the year attributable to owners M EEREAREERAMEBZ
of the Company for the purpose of ARBHEBANELHEEERF
computation of basic and diluted earnings
per share 71,302 14,262
2025 2024

Number of shares

I8 HE

Weighted average number of ordinary shares FistEERERRBERAIFTAZ

for the purpose of computation of basic and @R IMNEFEHEE

diluted earnings per share

1,225,026,960 1,225,026,960

(a) Basic earnings per share

The computation of basic earnings per share for the year ended 31
December 2025 is based on the profit attributable to owners of the Company
of HK$71,302,000 (2024: HK$14,262,000) and the weighted average of
1,225,026,960 ordinary shares (2024: 1,225,026,960 ordinary shares) during
the year.

(b) Diluted earnings per share

The diluted earnings per share is equal to the basic earnings per share as the
Company had no potentially dilutive ordinary shares outstanding for the years
ended 31 December 2025 and 31 December 2024.

(a) BRESEF

HE2025F12H31HIEFEZSREAREBFT,
BERKRQBIER ABEEERF]71,302,00078 70

(20244 : 14,262,000787T) K 1,225,026,9600%
ZLiBAG (20244 © 1,225,026,9608% 38 %) FIN
BFEH®BEHHE.

(b) EREBEEZF

ERBERINBENERELART RRAE
F2025%12831H 5&2024%12831H JLEF?*
KABWEERE T2 EBTHEFE L HE

B o
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13. INVESTMENT PROPERTIES 13. IREWZE

HK$'000 F &7
Cost D%
At 1 January 2024 202451 81H 100,425
Currency realignment SMEEME ZER (1,429)
At 31 December 2024 R2024F12H31H 98,996
Transferred to property, plant and equipment BIEEEE B RE (1,520)
Currency realignment SN B E B 1,702
At 31 December 2025 22025128 31H 99,178
Depreciation e
At 1 January 2024 7R2024FE1 B 1H 37,816
Currency realignment NI E R (660)
Provided for the year BEERE 5,148
At 31 December 2024 12024512 H31H 42,304
Transferred to property, plant and equipment R EYE AR A (1,048)
Currency realignment SN =R 734
Provided for the year EEERE 4,994
At 31 December 2025 22025 12831H 46,984
Carrying values REE
At 31 December 2025 22025F12831H 52,194
At 31 December 2024 R2024F12831H 56,692

The Group’s investment properties consisted of owned properties and owned AEBEMNKREYECIEEEYELBEAER-
pier. The fair value of the Group’s investment properties at 31 December ZEEKZEYEN2025F12831BNAFE
2025 was HK$234,354,000 (2024 HK$253,385,000). The fair value of owned 1B 7%234,354,0007 7T ( 20244 : 253,385,000
properties was HK$212,030,000 (2024: HK$230,816,000) and the fair value  7T) - BB ¥R A FB(E 5212,030,0007E 75
of owned pier was HK$22,324,000 (2024: HK$22,569,000) which have been (20244 : 230,816,000787T) K&k BB BENA
arrived at based on a valuation carried out by RHL Appraisal Limited, an  F{B{E#22,324,0007% 75 (20244 : 22,569,000

independent property valuer.

B o ThHRBUYFEGLERXFITHERBA
RATETHMRESESH-

The valuation of leased properties was determined by direct comparison FEE#) 2R ELIZREZBLEE U ARG E R

method and term and reversion analysis of investment approach.

MEITDEERE
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13. INVESTMENT PROPERTIES (continued)

Direct comparison method is based on the principle of substitution, where
comparison is made based on prices realised on actual sales of comparable
properties. Comparable properties of similar size, scale, nature, character
and location are analysed and carefully weighed against all the respective
advantages and disadvantages of each property in order to arrive at a fair
comparison of market value.

Term and reversion analysis of investment approach estimates the capital value
of a property by capitalised rental income on a fully leased basis having regard
to the current passing rental income from existing tenancy and the potential
reversionary rental income at market level.

The valuation of owned pier was determined by Depreciated Replacement Cost
approach, which is based on an estimate of the market value for the existing
used of the land, plus the current cost of obsolescence and optimization.
The key input of Depreciated Replacement Cost approach is the building
construction cost per square metre. A significant increase/decrease in building
construction cost per metre used would result in a significant increase/
decrease in the fair value of leased pier.

The valuation of owned properties takes into account the characteristics of the
investment properties, which include the location, size, shape, view, floor level,
year of completion and other factors collectively, to arrive at the unit market
price. The key input of direct comparison method is the unit market price. A
significant increase/decrease in the market price would result in a significant
increase/decrease in the fair value of the leased properties.

Significant unobservable inputs were used in the valuation of investment
properties. The fair value of investment properties is a level 3 recurring fair value
measurement under the three-level fair value hierarchy as defined in HKFRS
13, Fair value measurement. There has been no change from the valuation
technique use in the prior year. The fair value measurement is based on the
above properties’ highest and best use, which does not differ from their actual
use.

The above investment properties are depreciated on a straight-line basis over
the shorter of 20 to 50 years or period of the lease term.

All of the investment properties of the Group are held to earn rentals or for
capital appreciation.

13. REME (B

BERLEBUGEUEARAAEE MR
AILEBYFEREEBERZERIFH - K/ R
BB B ERE Z A LB X Th 1%
REMEZ AR EETOMRFHEEE KU
ERNAFTHELR

REMBMLERDEDEE BRRABEAN
EHESWRANDIZKFRBEEEREZUA
WERL R2REEEAERHESWAERL
st — B ENELRERE

BEBENGENRITEEERTEEE > %
AN RBLIMHIREBRBHEFL G
MEERMREREBIENRAFE - ITEZER
FENEBZHABIERS T RKBERNAE -
BERHKNBEMRAKELF BB EHRAE
BB A TEEARE LA T

BENXLERESERENEZBERNKE
BREMERTIR RBEE S EF DK
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)
mAEMBRRMEE (8

FOR THE YEAR ENDED 31 DECEMBER 2025 & ZE2025% 12831 H It F E

14. PROPERTY, PLANT AND EQUIPMENT 14. V) B[ Rk

Leasehold Furniture
Freehold land and fixtures and Plant Motor Construction
land buildings  equipment  machinery vehicles in progress Total
XAKEMN HEm fRffh
i LMAEREY KERRE BERES 4] EEIR fE
HK$ 000 HK$ 000 HK$ 000 HK$ 000 HK$ 000 HK$ 000 HK$ 000
FET FET FET FET FET FET FET
Cost B
At 1 January 2024 R2024E1818 2,455 990,504 965476 2,242,235 16,237 34344 4251251
Currency realignment MEHEERR (15) (1,647) (5,598) (3,689) (81) (81) (11,111)
Additions 2m - 2,248 8,659 9,873 - 153,957 174,737
Transfer from construction in progress HEBTRIRE - 3,328 31,844 78,607 - (113,779 -
Disposal/written-off (ot J HE /s (Hz) - (595) (18,598) (139,846) (1,655) (4,527) (160,221)
At 31 December 2024 120245128318 2,440 993,838 986783 2,187,180 14,501 69,914 4254656
Currency realignment MEBREER 4 1,250 5,581 2,044 67 27 8,973
Additions #m - 1,495 4123 6,261 193 94,678 106,750
Transfer from construction in progress HERTEIR - 13,405 41,495 53,799 40 (108,739) -
Transferred from investment properties AR EREYE - 1,520 - - - - 1,520
Transferred from right-of-use assets BEEFAEEE - - - 1,540 - - 1,540
Disposal/written-off HE /s - ® (34,584) (73,798) 2,120) (278) (110,788
At 31 December 2025 120255128318 2444 1011500 1003308 2,177,026 12,681 55,602 4,262,651
Depreciation and impairment FERAE
At 1 January 2024 1202451516 - 652,452 698224 1,682,914 14,705 - 3048295
Currency realignment SMERBES - (937) (3,262) (2,629) (72) - (6,900)
Depreciation provided for the year REEMEE - 33,553 40,442 79,436 472 - 153,903
Impairment provided for the year REERAE - - 3,157 12,273 - - 15,430
Eliminated on disposals/written-off (note )~ HE / MisHEs 88 (H2ti) - (438) (13,089) (117,043 (1,521) - (132,071)
At 31 December 2024 20245128310 - 684,630 725492 1,654,951 13,584 - 3078657
Currency realignment IMEREERR - 865 3,625 1,325 72 - 5,887
Transferred from investment properties AR EREYE - 1,048 - - - - 1,048
Transferred from right-of-use assets AEEFRAREE - - - 552 - - 552
Depreciation provided for the year REEMRITE - 31,342 41,254 75,634 257 - 148,487
Impairment provided for the year fote i)~ REEsHRRE (i) - - 2,165 67,692 - - 69,857
Eliminated on disposals/written-off (note f) & / #isHEs 84 (Hfzir) - - (31,119) (55,297) (1,958) = (88,374)
At 31 December 2025 120258128318 - 717,885 TMMT 1,744,857 11,955 - 3216114
Carrying values REfE
At 31 December 2025 120258128310 2,444 293,615 261,981 432,169 726 55,602 1,046,537
At 31 December 2024 12024128318 2,440 309,208 261,291 532,229 917 69,914 1,175,999

FHYE B RRBEEE ZAER S ARS
2 s R EERUE G A EAFHRUE
ORITE -

The cost of above items of property, plant and equipment are depreciated, after
taking into account of their estimated residual values over their estimated useful
lives, on a straight-line basis.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

iR E M IRRMEE (B

FOR THE YEAR ENDED 31 DECEMBER 2025 & £2025F 12831 H L F E

PROPERTY, PLANT AND EQUIPMENT (continued)

Property, plant and equipments of approximately HK$22,435,000 represented plant
and machinery located in the Jiangyin City, the PRC and was disposed upon the
further reduction of the fabric production capacity at the fabric mill operated by
Jiangyin Fuhui since February 2024.

During the year, the Group carried out a review of the recoverable amount of the
related property, plant and equipment and right-of-use assets for its production and
sales of dyed fabrics and yarns located in the PRC and Hong Kong.

The valuation method of discounted cash flow was adopted for the calculation of
the VIU using the income approach.

For the production and sales of dyed fabrics and yarns in the PRC and Hong Kong,
the assessment assumes that, due to the recovery of global economic and industry
growth and demand of dyed fabrics and yarns is forecasted with steady growth
under the streamlined production lines. Management determined budgeted gross
margins based on past performance, existing sales contracts, and expectations
for market development. A five-year forecast is considered appropriate. Cash flows
beyond the five-year period are extrapolated by using the estimated terminal growth
rate of 3% as at 31 December 2025 (2024: 3%). The estimated average annual
revenue growth rate of 5.0% (2024: 5.0%) is similar to the average growth rate
for the industry. Other key assumptions for the VIU calculation include cost of raw
materials such as cotton and yarns. Cash outflows include capital and maintenance
expenditure including the purchase of plant and machinery and other equipment.
The discount rate used of 7.7% (2024: 9.8%) is pre-tax and reflects the specific
risks related to the relevant CGU.

The Group (2024: the Group and the independent valuer) estimated the VIU of
the CGU and also estimated the fair value less costs of disposal of the land and
buildings which is based on recent market prices of assets with similar age and
obsolescence. The assessment results show that recoverable amounts of the CGU
are higher than the carrying amounts of the CGU as at 31 December 2025 and
consequently no impairment is recognised (2024: nil) except for the impairment loss
of HK$69,857,000 (2024: HK$15,430,000) for the idle equipment and plant and
machineries which are not expected to use in the future.

14. YE BB RRE @B

U

W AR Rk B (U AR BT IS T RYRR 5= e %
28) #9722,435,00074 7T > 1t AT PR R E 852024
FoRRE—FHIREE TMEEMMDE -

RAFE > FEBMEEPRPEKLKEBRISE K
EBHRMOEMYE HERREURER
EEEN A U SR ETIR

EStEEREER T ERRAEL RAIEER
REMEMETE

MRPERE BN ERIEECHRATMS  F
EBRBRAREREERTERENNE £
MEEFNBERT B RONERETHE
SHE - BEEREBBTESE BEHEGOR
HHSRENBHECEEEN X - A8
AWRAEBEE AEHRENIRSRENER
[R20255F12 31 B 2 5T R4 IE R 23% (2024
F13%) HE Gt FHESHEERREES5.0%
(2024% 1 5.0%) HITEFHEERBIT-+E
FRBENEMEEBRISERMERAE 10
B - RERHEEE R RFEES L BIEE
BME MR EMRE FANMIREAT 7%
(20244 : 9.8%) » BINATAGIRE » bR T HE
HeEF BN TERE-

AEEE (2024 | ANEEE R IE I L ERD) h5HR
TELBUNCREE THsTATEBRL
MEREEMNEER A A ERBEF AR
BRREREENEENTRATE T HERA
T 20255123310 » R EE B AR AL
SEEB T HAREE > R KRR E (2024
FiB) (HEXRF BEREBNRERSL
69,857,0007& 7t (20244 : 15,430,000/ 7T) B&
Sh ZERE BB KRB TR KRR BEA)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

A MBRERMEE (B

FOR THE YEAR ENDED 31 DECEMBER 2025 & ZE2025% 12831 H It F E

15. RIGHT-OF-USE ASSETS

15. FRAEEEE

Land and
buildings Equipment Machinery Total
TR EEY R 123 BE
HK$'000 HK$ 000 HK$ 000 HK$000
FET FET FET FET
At 1 January 2024 120241818 169,747 459 1,158 171,364
Currency realignment SN E R (338) - ) (346)
Additions 1Em 7,794 - - 7,794
Depreciation e (28,606) (108) (153) (28,867)
Effect of modification (note B3] 2 28 (152 41,630 - - 41,630
At 31 December 2024 12024512831H 190,227 351 997 191,575
Currency realignment HMEIE E 5 404 - 4 408
Additions =yl 88,866 - - 88,866
Depreciation e (36,121) (108) (13) (36,242)
Effect of modification (note j) BEIZ & (W) (6,333) - - (6,333)
Transfer to property, plant and BREREYE - BBEZE
equipment - - (988) (988)
At 31December 2025 220255128311 237,043 243 - 237,286
Note: BaE -

(i) Reduction (2024: additions) of right-of-use assets of approximately HK$6,333,000
(2024: HK$41,630,000) and lease liabilities of HK$6,333,000 (2024:
HK$31,199,000) were recognised due to modification to lease terms during the
year ended 31 December 2025. No gain or loss resulted in lease modification

(2024: gain on lease modification of HK$10,431,000).

The analysis of the net book value of right-of-use assets by class of underlying

assets is as follows:

() #ZE2025F12831HILEE  HAEKRZE
UM FERR R L (20244  18N) ERAEEEY
6,333,000 75 ( 20244F : 41,630,000 7T) K& H
& &156,333,000 7 (20244 : 31,199,000
7o) cFAEENMEE S N I8 (2024 1 7
EEk#10,431,00087T) ©

RIEMEERME D2 ERREEREFED

U

At 31 December

At 31 December

12H831H "12831H
2025 2024
HK$'000 F#&x  HK$'000 F#ET
Ownership interests in leasehold land RHEEL M B ERER
carried at depreciated cost with BITERARSERFETHERS !
remaining lease term of:
— 30 days or more - 30HT U £ 63,037 64,995
— between 10 and 30 years - 105 K305 ~ [H 8,047 8,396
Other properties leased for own use, HEEERZ MY
carried at depreciated cost BITE R ASE 165,959 116,836
Plant, machinery and equipment, R ~ 123 K5kt I EE AT B
carried at depreciated cost 243 1,348
237,286 191,575
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)
REMBRERMAEE (8

FOR THE YEAR ENDED 31 DECEMBER 2025 & £2025F 12831 H L F E

16. OTHER INTANGIBLE ASSETS 16. Hth B\ EE

Software
B
HK$'000 Tz
Cost R s
At 1 January 2024 R2024F181H 31,267
Additions pp i 30,529
At 31 December 2024 12024F12H31H 61,796
Additions pp i 2,464
At 31 December 2025 1202551283 1H 64,260
Amortisation RN
At 1 January 2024 R2024F181H 31,267
Provided for the year BEERE 763
At 31 December 2024 12024F12H31H 32,030
Provided for the year EEERE 3,073
At 31 December 2025 1202551283 1H 35,103
Carrying values BREE
At 31 December 2025 1202551283 1H 29,157
At 31 December 2024 2024F12H31H 29,766

17. INTEREST IN AN ASSOCIATE

17. R—REEE AR 2 s

At 31 December At 31 December

¥12831H
2025

R12831H

2024

HK$’000 T 7T HK$'000 T #7T

ELEFEE LU ESIE 16,204 16,204
FEL YRR BT 11,063 9,814

Unlisted investment, at cost
Share of post-acquisition profits

27,267 26,018
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)
mAEMBRRMEE (8

FOR THE YEAR ENDED 31 DECEMBER 2025 & ZE2025% 12831 H It F E

17. INTEREST IN AN ASSOCIATE (continued) 17. R—HEBEAT 2 #xE (B
Particulars of the associate of the Group at 31 December 2025 and 31 ZAEEBE AT H2025F 12831 H %2024 12
December 2024 are as follows: B31BZFBUWT !
Percentage
Form of of ownership
business Place of Place of operation and interests/voting
Name structure incorporation principal activates rights/profit share
FrikdE R s
EE 311 BRE#E/
s EREBREN P EEMEMREEETR BRBESLE
REMBEKBERAR Corporation The PRC Construction and managing of 30%
sewage treatment plant in the
PRC
= E s PR EIE5KEIER

The primary business of EZEMEKFEBIRAT is engaged in construction  HRMUEKEBERATNEEER IV RERS
and managing of sewage treatment plant and in Dongguan of Guangdong ERZemiiER & B IE5 K ERIEME ©
Province.

The above associate is accounted for using the equity method in the E#MBAE AT UEREZN G ST HREX
consolidated financial statements. iR

The financial information of the above associate is not material to the Group. LB E AN EER S AEFT REK-
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

iR E M IRRMEE (B

FOR THE YEAR ENDED 31 DECEMBER 2025 & £2025F 12831 H L F E

18. DEFERRED TAX

The major deferred tax liabilities/(assets) recognised by the Group and
movements thereon during the current and prior reporting periods are as
follows:

18. IEIEMIA

AEERARSHBRBERSARBESNE
BREEREGE/ E&E REZHMT !

Accelerated

Right-of-use Lease tax Tax

assets liabilities depreciation losses Others Total
EREEE HESE RARERE MIEEE Hith wE
HK$'000 HK$ 000 HK$'000 HK$ 000 HK$'000 HK$ 000
FEr FET FET FET FET FEr

(note)

Hizt)
At 1 January 2024 1202451818 24,574 (32,272) 08,545 (384) (53,602) (33,139)
Charged/(credited) to profit or loss PRz ERAINE, GTA) 5,668 (2,330) (1,680) 6 (32) 1,632
Currency realignment SMNEMBERE 312 350 (384) - (220) 58
At 31 December 2024 20245128310 30,554 (34,252) 26,481 (378) (53,854) (31,449)
Charged/(credited) to profit or loss P EZERAING (Gt A) 8,981 (9,732) 723 59 (18,897) (18,866)
Currency realignment SNEHAEERR (349) 220 38 - 46 (45)
At 31 December 2025 20256128318 39,186 (43,764) 27,242 (319) (72,705) (50,360)
Note: The amount represents mainly deferred tax assets arising from unrealised profit A3t . BREMEETEAGTENRBIREN W2 4

on inventories, provision for impairment of property, plant and equipment,
provisions for ECL on trade and bills receivables, and other receivables, provision
for inventories, unrealised gain on transfer of plant and equipment between
subsidiaries and deferred tax liabilities arising from withholding tax charged on two
PRC/overseas subsidiaries.

As at 31 December 2025, the Group had unused tax losses of approximately
HK$199 million (31 December 2024: HK$220 million) available for offset
against future profits. A deferred tax asset has been recognised in respect of
approximately HK$2 million (31 December 2024: HK$2 million) of such losses,
which represent tax losses incurred by certain of the Company’s subsidiaries as
it is considered by the management that future taxable profits will be available
against which the tax losses can be utilised. No deferred tax asset has been
recognised in respect of the remaining HK$197 million (31 December 2024:
HK$218 million) tax losses due to the unpredictability of future profit streams.
As at 31 December 2025, the Group had unused tax losses not recognised
of approximately HK$176 million (31 December 2024: HK$199 million) arose
in PRC to carry forward to set off against future taxable profit which will expire
within 1 to 5 years from each of the financial year end date. Remaining unused
tax losses may be carried forward indefinitely.

BRRENABERE  EERTREERIE
MR EMEWRIENTRRAEERRERE 7
EEFH WEBARZEKERRFEFHENR
SIRWTmATEERNIELERESE » LURHW
BB 78 M B A BV UL O TR AR P EE 4
BIEIEIR IR &R

2025128310 » KEE A A FIKiH R 2K
BRI ERERRIBEEIEA 199,000,000 7T
(2024412H831H : 220,000,000 75) ° MLt
TEE518 1 492,000,00058 7T (20245128311 -
2,000,000/ 7T) B A —BIELERIBEE
AR ABETHBARMEENRIBEE
REEBEZERARKRNERRBI I E
FRILIRIEES 18 - BR TR IEE518197,000,00078 7T
(2024FE12831H : 218,000,0007 7T) H K AE
BRABRNBHRBEMABERASIELEREBE
EEoR2025F 128331 H  AEBNTEEEDN
FER R AERRIBREIE47%176,000,0007 7T
(2024%12831H : 199,000,000 7T) » LU4E
RN SEMBREEERBEIZESFERE
HAR AR R ER R B F o BR N AR (E AR B E
B ERHA M EE o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

A MBRERMEE (B

FOR THE YEAR ENDED 31 DECEMBER 2025 & ZE2025% 12831 H It F E

18. DEFERRED TAX (continued)

In addition, at 31 December 2025, the Group had other deductible temporary
differences of approximately HK$5 million (2024: HK$24 million) mainly consist
of unrealised gain on transfer of plant and equipment between subsidiaries,
unrealised profit on inventories, allowance for ECL on trade and bills
receivables, and other receivables, and provision for inventories. No deferred
tax asset has been recognised in relation to such deductible temporary
differences as it is not certain that taxable profits will be available against which
the deductible temporary differences can be utilised.

According to the EIT Law, starting from 1 January 2008, 10% withholding
income tax will be imposed on dividends relating to profits earned in the
calendar year 2008 onwards to foreign investors for the companies established
in the PRC. For investors incorporated in Hong Kong and holds at least
25% of the equity interest in the PRC company, reduced rate of 5% will be
applied. Deferred tax has not been provided for in the consolidated financial
statements in respect of temporary differences attributable to retained profits
of the wholly-owned PRC subsidiaries amounting to HK$367,490,000 (2024:
HK$379,703,000) as the Group is able to control the timing of the reversal of
the temporary differences and it is probable that the temporary differences will
not reverse in the foreseeable future.

As at 31 December 2025, the Group provided the deferred tax in full in respect
of the withholding tax attributable to the undistributed profits after 1 January
2008 of a partially-owned PRC subsidiary amounting to HK$59,938,000 (2024:
HK$41,063,000).

For the purposes of presentation in the consolidated statement of financial
position, certain deferred tax assets and liabilities of the same taxable entity
have been offset. The following is an analysis of the deferred tax balances for
reporting purposes:

18. IEIEIRIA (18)

tE4h > 122025 128310 » AER E fh 5] 30
R Z= 49 75,000,000 70 (20244 ¢
24,000,000/87T) » TE O ZH B LA E 2 Bi%as
KR ERBENRER NG FENRERBH
S 2 R R P YR IE LUK ELAth FE W R IE Y TR HA
EEFEEBEBURGEEEE HAARERTRER
RBAB O (EREIE eI SR EE kB
RN ERERARIERIBEE

RIECZEREHRE H2008FE1B1HEE  jArR
B AL LA B M BN G B E R E 120088
ERNBEENBANEBNKREBEMI0%
B ER RNEBEMALBEFEREAR
BLSU RN R EE  BERAE MR ES% -
R AERA] IS TR ERE#ED 2 FRE
MEREBEEREN T Rk A g &L il
AREEFENBAREEFERAI R A4S
367,490,000 75 (20244 : 379,703,0007% 7T)
Eir e M B BRRAELRERIEEE

R2025F 128318 AEEEM—EIEEZEZ
R B B A B FR2008E1 B1H B 2 A D IRE A
59,938,0007 ¢ (20244F : 41,063,000 T) =
BN EHEHRELER BRI o

ARG BRRENEIME > B —ERIRE
RNETELIRBEERARERHE -LUTE
FLE IR S BVIEER IBAEER DA

At 31 December At 31 December

®12831H 128318

2025 2024

HK$000 F#T  HK$'000 F¥#71

Deferred tax assets RIEFRIBE & (53,903) (38,227)
Deferred tax liabilities EIERIBEE 3,543 6,778
(50,360) (31,449)




19. INVENTORIES

EEEE(RE)ARSE

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)
REMBRERMAEE (8

19. 78

At 31 December

FOR THE YEAR ENDED 31 DECEMBER 2025 & £2025F 12831 H L F E

At 31 December

®12831H 128318

2025 2024

HK$'000 F#7T  HK$'000 FHET

Spare parts B 18,798 24,879
Raw materials ikt 196,838 217,545
Work-in-progress F 8GR 220,932 307,211
Finished goods Bk 264,798 235,100
701,366 784,735

20. TRADE AND BILLS RECEIVABLES

20. EXRFHEBURIA

At 31 December

At 31 December

#¥12831H R12831H

2025 2024

HK$'000 F#5;r  HK$'000 FET

Trade receivables EEEWFIE 643,975 744,337

Bills receivables EREWFRIE 90,838 97,923
Less: allowance for expected credit loss B TEHREEEERE

(“ECL") (33,333) (40,191)

701,480 802,069

2025 ##% 149

The Group normally allows a credit period ranging from 30 days to 90 days to  AEEFEERENFII0OKREQREEHFTHE

its trade customers.

EEPR-

The Group’s bills receivables were all aged within two months and were neither ~ ZANEE > ZiEEWNARTBIRE S WE B R KR
past due nor impaired. The expected credit losses for bills receivables are  EmHAsL R E - TEEW KRBT B8

assessed to be minimal.

EEHE BT E M-
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A MBRERMEE (B

FOR THE YEAR ENDED 31 DECEMBER 2025 & ZE2025% 12831 H It F E

20. TRADE AND BILLS RECEIVABLES (continued)

The following is an ageing analysis of trade and bills receivables based on the
invoice dates, which approximates the respective revenue recognition dates, as
at the end of the reporting period:

20. EXRFEBURIE (8)

EERRBERWIEREZAH (BARKA
FESR HEIARE) NS R ARE DTN T

At 31 December At 31 December

¥12831H P’12831H

2025 2024

HK$000 T3t  HK$'000 FE7T

Within 1 month ENEEN 338,998 338,956
1 to 2 months 1E22E A 164,731 254,840
2 to 3 months 2E3(EH 86,212 103,191
Over 3 months EB L E 144,872 145,273
734,813 842,260

Less: allowance for ECL B TEHAE B IR RS (33,333) (40,191)
701,480 802,069

Before accepting any new customer, the Group assesses the potential
customer’s credit quality and defines its credit limits. Credit sales are made to
customers with satisfactory trustworthy credit history. Credit limits attributed to
customers are reviewed regularly.

The Group does not hold any collateral over the trade and bills receivables.

No interest is charged on the overdue trade receivables.

The Group measures the loss allowance for trade receivables at an amount
equal to lifetime ECL. The expected credit losses on trade receivables are
estimated using a provision matrix by reference to past default experience of
the debtor and an analysis of the debtor’s current financial position, adjusted
for factors that are specific to the debtors, general economic conditions of the
industry in which the debtors operate and an assessment of both the current
as well as the forecast direction of conditions at the reporting date. The Group
has assessed bills receivables whether there has been a significant increase
in credit risk since initial recognition. The Group considers that there is no
significant increase in credit risk of bills receivables since initial recognition
and the Group provided impairment based on 12-month ECL. The Group
recognised impairment loss on trade and bills receivables based on the
accounting policy stated in note 4(j)(ii).

Further details on the Group’s credit policy and credit risk arising from trade
debtors and bills receivables are set out in note 37(b).

AEERBWEMMEZERA EFEZEBEES
FREEEEARTHEERE - FEHER
R TEECBRENER -TREERETE
HAF LURSY o

REB I EE E R RBYGRIER B E [T
e

B X UCRIBEREF] S o

FEBRSENFRANBBMEEBENTETE
BERWGREBIRER - EERWRIENTARY
EEHREZEZEHANBEENERKREE
BANERMM BRI DB EEHEREER
WREREREBREFANBTERRZ -EHA
P ETENERCEIRERNIBARIAHY
RIEDANFEETHRE AEBEFERER
W REBEZ EERRBVOEDLCRESEE

BZEERRILERERI MAEERE12
BRBRHEEHESRAERE AEBRE
By EEAG) (PR E I B St R IERE R R RIBE
WRRIERYRIERR ©

EEAEREERRAEKBEBWRA RER
EWHRIENEERMNE P EBHNME
37(0)°
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

iR E M IRRMEE (B

FOR THE YEAR ENDED 31 DECEMBER 2025 & £2025F 12831 H L F E

20. TRADE AND BILLS RECEIVABLES (continued)

Transferred financial assets that are derecognised in their entirety

At 31 December 2025, the Group endorsed certain bills receivable accepted
by banks in the PRC (the “Derecognised Bills”) to certain of its suppliers in
order to settle the trade payables due to such suppliers with a carrying amount
in aggregate of HK$28,291,000 (2024: HK$44,802,000). The Derecognised
Bills had a maturity of within one year (2024: within one year) from the end of
the reporting period. In accordance with the Law of Negotiable Instruments
in the PRC, the holders of the Derecognised Bills have a right of recourse
against the Group if the relevant banks in the PRC default (the “Continuing
Involvement”). In the opinion of the directors of the Company, the Group has
transferred substantially all risks and rewards relating to the Derecognised Bills.
Accordingly, it has derecognised the full carrying amounts of the Derecognised
Bills and the associated trade payables. The maximum exposure to loss
from the Group’s Continuing Involvement in the Derecognised Bills and the
undiscounted cash flows to repurchase these Derecognised Bills is equal to
their carrying amounts. In the opinion of the directors of the Company, the fair
values of the Group’s Continuing Involvement in the Derecognised Bills are not
significant.

21. PREPAYMENTS, DEPOSITS AND OTHER
RECEIVABLES

20. EXRFREUTRIE (&)
PWEILRENEERSHEE

R2025F 12831  AEBBHAEETHERS
BEEFEMNRETEMANE TEZERWEIE
(TR IERBERE)) ' UEBEREESHEA
28,291,00078 7t (20244 : 44,802,000 7t) BIX
NZEHERNE XENREB RREHK K
IFERZENHARA1ER (2024F D 1FR)
RIFPEZRL WAARRPEMIRTEL  BK
IFERERFEAGAEFEERE ((FES
H) oARNBIEERA AEEEHEBARAL

REENBAE D B K EIEHR > R BEEUH
MRR LB ER MBS XEMRIENES
FEE AEEERFESHKRLIBEIZERERA
BRZERIEEREENABRIBEREME
BENRAEBLAENERAE ~AABESIE
AEFZFESAKR IIBIBZEN AT EEL
REKo

21. AR RE R H MR

At 31 December At 31 December

128318 *12831H

2025 2024

HK$'000 F#5;r  HK$'000 FET

Value-add tax recoverable A Ug el BB R 7,981 7,834

Deposits, prepayment and other receivables %< ~ FB{T 7B K EthE W =R IE 112,961 105,741
Receivables from compensation of land TR E R WRIE (B i)

resumption (note) - 96,791

Less: allowance for ECL B TEHREEEERE - -

120,942 210,366

The Group has assessed deposits and other receivables whether there
has been a significant increase in credit risk since initial recognition. The
Group considers that there is no significant increase in credit risk of these
amounts since initial recognition and the Group provided impairment based
on 12-month ECL. As at 31 December 2025, deposits and other receivables
with gross amount of HK$19,672,000 (2024: HK$118,104,000) are without
significant increase in credit risk on which 12-month ECL of nil (2024: nil) were
recognised.

FERCTEBRERAEMBRRBEZEER
BEVEERUREEEEE M  AEERR
BHGRRRBUK  ZFRBZEERRILE

1B EH R A B 0 120254128310 » 42284
19,672,00078 7T (20244 : 118,104,000787T) Z
% & R AT FEUR R IB BV {5 & R B M 5 B8 2 1 10
BERDBI2EBBHEEREAT (20244 ¢
) o
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21. PREPAYMENTS, DEPOSITS AND OTHER
RECEIVABLES (continued)

Note:

The compensation of HK$96,791,000 has been received on 2 January 2025. As
at 31 December 2024, the Group had assessed receivables from compensation of
land resumption whether there has been a significant increase in credit risk since
initial recognition. As at 31 December 2024, such receivables with gross amount of
HK$96,791,000 are without significant increase in credit risk on which 12-month ECL of
nil were recognised.

22. RESTRICTED BANK DEPOSITS

As at 31 December 2025, restricted bank deposits of HK$1,911,000 (2024:
HK$1,726,000) mainly represented guaranteed deposits placed in the banks in
the Sri Lanka as securities for the bank overdraft.

23. SHORT-TERM BANK DEPOSITS AND BANK
BALANCES AND CASH

Short-term bank deposits and bank balances, for the purpose of meeting the
Group’s short term cash commitment, carry market interest rates ranging from
0.01% to 5.00% (2024: 0.01% to 5.30%) per annum.

24. TRADE AND BILLS PAYABLES

21. FAMTRRIE R R HE BN TRIE

(&)

o=

B112025% 182 H W ELH#EE96,791,00074 7t © 1122024
F128318 AEEC T EBR I MBEEEZEE
Rk B e B LR Z D RRE RN - 122024512331
H - 48%57596,791,0008 T B RAEKMRIEZEER
Mrar EAREE N AW ERHED12EABREERS

o

22, ZREIBITER

202512831 H » ZRHIERTTFER1,911,000
7T (20244 @ 1,726,00057T) F EBIEFZ MM
EEERNRTIEARITEZIRIRNEERE

=+
o

23. FEHARITERRIRTTREBRRRE

METAEB AR EAEMS  BHART
FRARIRITASER LN F0.01%E5.00% (2024
F 1 0.01%E5.30%) 2 TIGEFHE o

24, EEREEEARIE

At 31 December At 31 December

#12831H R12831H

2025 2024

HK$'000 &z  HK$'000 F&7T

Trade payables EEENRIE 360,698 494,187
Bills payables EREIE 78,763 68,357
439,461 562,544




EEELE(EE)AHRRT 2025FFHK
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FOR THE YEAR ENDED 31 DECEMBER 2025 & £2025F 12831 H L F E

24. TRADE AND BILLS PAYABLES (continued)

The following is an aging analysis of trade and bill payables based on the

invoice dates, as at the end of the reporting period:

24. EXRFREEARIE (&)
BERBEEAARERABRRERRN

SRESDATIOE ¢

At 31 December

At 31 December

128318 ®12831H

2025 2024

HK$’000 F#5T HK$'000 T #7T

Within 1 month kENEE 232,784 346,916
1 to 2 months 12218 A 121,896 122,921
2 to 3 months 2E3EH 35,789 40,917
Over 3 months SEBE L L 48,992 51,790
439,461 562,544

All the bills payables of the Group were not yet due at the end of the reporting

period.

The credit period on purchase of goods ranges from 30 days to 120 days.

25. OTHER PAYABLES AND ACCRUALS

REBESHE  2EBZ A ZREBARIESR

ElHA-

BENEEPNFI0KREI20K

25. Hfth BT RIER Bt ER

At 31 December

At 31 December

#¥12831H R128318

2025 2024

HK$'000 F#;xr  HK$'000 F&T

Other payables Hah I8 152,323 155,281
Accruals EstE R 123,961 113,210
276,284 268,491

26. CONTRACT LIABILITIES

The Group has recognised the following revenue-related contract liabilities:

26. e aE

AEBERRUTRABBENERE:

At 31 December

At 31 December

#¥12831H R12831H

2025 2024

HK$’000 F3#T HK$'000 T

Contract liabilities BH8E 21,838 17,150
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26. CONTRACT LIABILITIES (continued)

26. SHEE (@

Movements in contract liabilities SHEaENED
2025 2024
HK$'000 F#7z  HK$'000 FE7T
At 1 January R1B1H 17,150 19,712
Decrease in contract liabilities as a result of ~ EFEREDEN T ASHEEHN
recognising revenue during the year that WAMEHRSNE &R
was included in the contract liabilities at the
beginning of the year (17,150) (19,641)
Increase in contract liabilities as a result of AWEZFFNEMREMERN
advanced consideration received from HHB/EEM
customers 21,700 17,150
Currency realignment NI E TR 138 (71)
At 31 December (note 6) W128318 (#1a6) 21,838 17,150

Contract liabilities included advances received to deliver dyed fabrics, yarns
and garments. In general, the Group receives certain percentage of the
contract sum as advance payment from the customers up on signing the sales
contracts.

27. LEASE LIABILITIES

Nature of leasing activities (in the capacity as lessee)

The Group leases a number of properties in the jurisdictions from which it
operates. The Group leases various factories, staff quarters, offices premises,
warehouse and machinery and equipment. Rental contracts are typically made
for fixed periods from 2 to 50 years for land and buildings and 2 years for
equipment. All rental contracts comprise only fixed payments over the lease
terms.

Lease terms are negotiated on an individual basis and contain a wide range
of different terms and conditions. The lease agreements do not impose
any covenants. Leased assets may not be used as security for borrowing
purposes.

ENEREEERNEH ORI WERTE
fRB—RMs ~AEEREEHESNE
BEEWBRENEENE T D EEATBERNR
Ho

27. HE&R
MEEBZME (FREEA)

AEBRHEEZAAMEHEEZEY X K
EEHEZEIR BEIES - MAEYE -2
EE LRt 88 Fe 5kt o T B & 40— AR IR B € F RA2
E50F (L MRBREYMME) R2FE FLRE T
BN PREHEEANEESNEEHRIFH
TR e

HERDRENEEETER BE3ZELR
BRI AR - HE R A G R E 225 -5
BEEENSREEMRZIRRR-
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27. LEASE LIABILITIES (continued)

Nature of leasing activities (in the capacity as lessee) (continued)

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

To determine in incremental borrowing rate, the Group:
e where possible, use recent third-party financing received by the individual
lessee as a starting point, adjusted to reflect changes in financing

conditions since third party financing was received;

o use a build-up approach that starts with a risk-free interest rate adjusted
for credit risk of lessee; and

o makes adjustments specific to the lease, e.g. term, country, currency and

27. HE&E @
HEXBZME (FREBA) (@

HMERBENDERAAERS ZAXRAEHE - HEX
HEBEEZNR (EEZEEEZENL) - 8
e A A Z B EERF X BME 5 A B AR
BLUOE IR RBEELRR  BIFR R FGRE
ABRREGEREEEBENEZEEMEZE
TR AR Z MK

RETEBEMNE RER

o HHEBRTNEREREBANTHEREZ
B=FREFAER WAFH RN KB
BESE = MELIKRE R T2 28 ;

s BRRMZE BAMABAZEERRS
BERARNX; K

s HHEMFLRHEFAZ MEFH HFK 8%

security. ogiigiik
Land and
Lease liabilities Hea’ buildings Equipment Total
TR B EY R WA
HK$'000 HK$'000 HK$'000
FET FAET FAET
At 1 January 2024 %2024%F181H 125,009 464 125,473
Additions 1 7,794 - 7,794
Interest expense B H 6,124 11 6,135
Lease payments HEHIE (33,723) (115) (33,838)
Effect on modification (note 15(1) Bz &8 (Wat15(3) 31,199 - 31,199
Currency realignment GNIE A B A EE (2,891) - (2,891)
At 31 December 2024 12024512831H 133,512 360 133,872
Additions 0 88,866 - 88,866
Interest expense FMELZH 6,828 8 6,836
Lease payments HEMRIE (40,311) (116) (40,427)
Effect on modification (note 15(}) 1Bz 28 (B1EE15()) (6,333) - (6,333)
Currency realignment SMEIR B ETR 3,104 - 3,104
At 31 December 2025 12025%12831H 185,666 252 185,918
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27. LEASE LIABILITIES (continued)

Nature of leasing activities (in the capacity as lessee) (continued)

The analysis of the present value of future lease payments is follows:

27. HE&E @

At 31 December

HEXEBZME (FREBEA) (@
REBERBZREDFNT

At 31 December

#12831H ®12831H

2025 2024

HK$000 &5t  HK$'000 F:ET

Current liabilities Vi =NE 36,185 22,350
Non-current liabilities ERBIE(E 149,733 111,522
185,918 133,872

At 31 December At 31 December

Amounts payable under lease liabilites FHEGEETEMSEE #12831H 128318
2025 2024

HK$’000 T35z  HK$'000 T&7T

Within 1 year —F RN 36,185 22,350
After 1 year but within 2 years —EME 37,431 13,981
After 2 years but within 5 years MERE 41,860 20,181
After 5 years AEME 70,442 77,360
185,918 133,872

Less: Amount due for settlement within 12 38 : 7128 8 7 B B FE (T 2018 (25172

months (shown under current liabilities) mEadEr) (36,185) (22,350)
Amount due for settlement after 12 months  F3 1218 B & B HE FE (T 2R 18 149,733 111,522

At 31 December

At 31 December

1283180 »12831H
2025 2024
HK$'000 F#&;x  HK$'000 F&7T
Short-term leases expenses FHAES H 1,282 1,341
Aggregate undiscounted commitments RALIRAGHATE B AR 4R AR
for short-term leases - 33
Total cash outflows for leases which includes FAEIRE T HAL2E (AL (HHAE
payments of principal and interest portion BEENAE L EZD) &
of lease liabilities and short-term leases SHAFRE S X
expenses 41,709 35,179
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28. AMOUNTS DUE TO NON-CONTROLLING

SHAREHOLDERS/AN ASSOCIATE

(@) Amounts due to non-controlling shareholders

The amounts are unsecured, interest-free and repayable on demand.

(b) Amounts due to an associate

The amount is unsecured, interest-free and repayable with agreed 60 days
credit period.

29. DEFERRED INCOME

28. RIFFERIRR —HBE QBN
I8

(a) RIFERIRRMIEA
ERMERBRE - REREEREE-

(b) R—MBEQBIRIE

BERRIEAERIT  REREAROXRBERFEE

8
HAREE -

29, EIEULA

At 31 December

g

At 31 December

12A831H 128318

2025 2024

HK$'000 F#&7x  HK$'000 FET

Arising from government grants (note i and i)  EAEUFFERL T E A (B 5% Kili) 50,907 53,048
Arising from rental income (note i) B EWARTES B aEi) 17,039 19,978
67,946 73,026

Current e 5,548 5,470
Non-current e E 62,398 67,556
67,946 73,026

Notes:

(i)

In 2008, the Group received a government subsidy of HK$72,912,000 for the
purchase of certain assets, which had been deferred to recognise as income over
the useful lives of the relevant assets upon the fulfilment of the relevant conditions.
The Group has no unfulfilled conditions attaching to the government grants.

In 2021, the Group received the rental income of HK$33,94 1,000 for the leasing of
three investment properties, which had been deferred to recognise as income over
the rental periods of 9 to 10 years.

In 2022, the Group received a government subsidy of HK$832,000 for the
purchase of machinery, which had been deferred to recognise as income over the
useful lives of the relevant assets upon the fulfillment of the relevant conditions. The
Group has no unfulfilled conditions attaching to the government grants.

ez -

()  H2008%F  AEE B U — BB #RE72,912,000
B ARBEETEE mABERERERK
HRREHEERFERAERRIARA - KE
] 31 45 5% 55 BT 4 B T B 4 B9 SRS R AR A o

(i) H2021F AEEEWREHA=EREYFEAHE
F U A 33,941,000 70 > ERTERBOE 105 IR IE
HESBABUA

(i) 720224 » A £ H B U —TE BT 5 §5832,00078
70 AR BB #R B EMER R RIR
EREEREHEHREAWMA - AERILE
% 5 WU B P N 5 B SRE BRI 1 o
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30. BANK BORROWING

30. RITIRE

At 31 December At 31 December

128318 »12831H
2025 2024
HK$000 F#&7T  HK$'000 FET
Unsecured borrowings: mITIMEE
Bank loans RITEN - 48,795
- 48,795
Repayable as follows: AR TAERREER -
On demand or within one year (note) JEEREEBHIENRN (H5L) - 48,795
- 48,795
Less: Amounts repayable on demand or B ARSI aERERERD
due within one year shown under 1FEANE R EEE
current liabilities
— bank borrowings due within —1FRNEHNIRTTEE
one year - (48,795)

1FREIHATEE

Amounts due after one year

Note:As at 31 December 2024, the current liabilities include all bank loans that are
scheduled to repay within one year (2025: nil).

As at 31 December 2024, the bank borrowings with carrying amount of
HK$48,795,000 (2025: nil) of the Group are variable rate borrowings which
carry interest at the Hong Kong Interbank Offered Rate (“HIBOR”) plus a
spread, ranging from 1% to 1.7% (2025: nil) or Secured Overnight Financing
Rate (“SOFR”) plus a spread, ranging from 1.05% to 2.23% (2025: nil) per
annum. The average effective interest rates of the bank borrowings of the
Group is 3.14% (2024: 6.24%) per annum.

Pursuant to the Group’s banking facilities letters, the Group was required to
maintain a number of covenant ratios. During the years ended 31 December
2025 and 2024, the Group had complied with all covenant ratios.

As at 31 December 2024, the Group’s borrowings with the carrying amount
of HK$48,795,000 (2025: nil) are subject to the fulfilment of covenants
relating to the consolidated tangible net worth of the Group not less than
HK$2,500,000,000 and the consolidated total bank borrowings to the
consolidated tangible net worth not exceed 105% at any time throughout
the loan term. If the Group were to breach the covenants the drawn down
facilities would become payable on demand. The Group regularity monitors its
compliance with these covenants. Further details of the Group’s management
of liquidity risk are set out in note 37. As at 31 December 2025 and 2024, none
of the covenants relating to drawn down facilities had been breached.

Miat © 1R2024F12A310  REBBEBEMMA AR
FREIHEE 2 IRITEM (20255 © ) ©

202412831 H » A& E AR E1E48,795,000
BITRIRITMEE (2025F | 8#) AYEEE 1%
EARRTRERE (FABRTRERSE) ML
BENFI1%EL7% (20255 : ) o 5 ERF
BREMNX ((BRRARBRREFNE)) NLEE
N F1.05%ZE2.23% (20254 : ) 2 EF K5t
BoARERRTEEZFHEBRENEXA3.14%
(20244 : 6.24%) ©

RIBAEERITRERMGE  KERBEFH
EERAY EE =R o AL B 20254F 202412531 H
EE - AEBEETHREZNLEX-

R2024F128B31H AEBKRBEES
48,795,000/ 7T (20255 : ) WERBEITHA
A& B AL FA2,500,000,00058 T 4R & B T 3
EREENEE BAREERPR &RaR1TE
BEBERERESAEE FENLEERSBIB105% -
WAEBRERZE FMIENNRE K EREK
BE AEETHENEETZELENBR
ERAEREERNECRABHNE—THBEH
AHTEES7 0 1220255 [ 2024512 H31H » i
HERNMESRANIZEEER
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30. BANK BORROWING (continued)

As at 31 December 2025 and 2024, the Group complied with the covenants
that were required to be met on or before 31 December 2025.

31. SHARE CAPITAL

At 31 December

30. SR1TfEE (B
FA2025F K% 2024F 128310 » AEBBEETH
202512831 Ao 2RI BB TV o

31. gz

At 31 December

#12831H ®12831H
2025 2024
No. of shares HK$’000 No. of shares HK$ 000
Vbt 4= FHET B1HEH FAETT
Ordinary shares, B BRI R
issued and fully paid
At beginning and at end REV RN ER
of the year 1,225,026,960 889,810 1,225,026,960 889,810

In accordance with section 135 of the Hong Kong Companies Ordinance (Cap.
622), the ordinary shares of the Company do not have a par value.

32. NON-CONTROLLING INTERESTS

Ocean Lanka (Private) Limited, a 60% (2024: 60%) owned subsidiary of the
Company, has material non-controlling interests (‘NCI”). The NCI of all other
subsidiaries that are not 100% owned by the Group are considered not to be
material.

RIFEB B REEA (55622F) F1351F > A A F)
WEERITEZEEE

32. JREERRE D

KABR—BHBAREEHE T FAAN) BREA
T HEBEB0% (20244 : 60%) RS HERYEE A IEI%AG
W (TIEHERe ) - WIERAEBEER100%
R A EMNB AT Z IEERED DA
DIZNE N
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32. NON-CONTROLLING INTERESTS (continued)

Summarised financial information in relation to the NCI of Ocean Lanka (Private)

32. JFERRER ()
REBENBHHEZ A AREEEE RA) A

Limited, before intra-group eliminations, is presented below: RABIIEERERNMEN BER 25T !
2025 2024
HK$'000 F#&x  HK$'000 F#ET
For the year ended 31 December BE12A31HILLEE
Revenue =25 954,606 928,303
Expenses sz 69,331 54,401
Profit for the year EFEERF 25,927 47,853
Other comprehensive income/(expense) Hthz2mmWlaE () 710 (3,047)
Total comprehensive income 2EWEABEE 26,637 44,806
Profit allocated to NCI ﬁﬁaiak?mHﬂE*LBﬁE%IJ 10,371 19,141
Other comprehensive income/(expense) PEEEIFZERERD
allocated to NCI HinzmmaE, %) 284 (1,219)
Total comprehensive income allocated to NCI D ECE JFIER RN 2 E IR 4EE 10,655 17,922
For the year ended 31 December HE12B31HILEEE
Cash flows from (used in) operating activites =iEIEEFT1E (FFH) WIRESRE 88,640 (28,791)
Cash flows used in investing activities KEBEBFMANRERE (41,566) (19,916)
Cash flows used in financing activities MEBEEHMANREE RS (194) (275)
Effect of exchange rate changes on cash EXEHHIRNENERIRSEENTE
and cash equivalents 178 (1,015)
Net cash inflows/(outflows) B&ARA Chit) $58 47,058 (49,997)

At 31 December

At 31 December

128318 128318
2025 2024
HK$000 F#7x  HK$'000 FE7T
Current assets TMENE 481,754 496,525
Non-current assets ERBNE E 213,381 176,251
Current liabilities V=N (137,997) (136,652)
Non-current liabilities IEREBIE (39,411) (45,035)
Net assets BEZE 517,727 491,089
Accumulated non-controlling interests RETIEIERE S 207,091 196,436
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33. RESERVES 33. {#fE
The Group wE
The Group’s reserves and the movements therein for the current and prior HREBXRFEERBETEEMNEERESEHED
years are presented in the consolidated statement of changes in equity. RiFamEEs R
The Company b /N
Retained
earnings
EEERA
HK$'000 F &1
As 1 January 2024 7R2024F1H1H 1,035,531
Loss for the year RFERBE (33,496)
Dividend recognised as distribution ERIBADIKZKRE (36,751)
As 31 December 2024 12024%F12831H 965,284
Profit for the year EEERF 9,923
Dividend recognised as distribution ERIADIKZKRE (67,376)
As 31 December 2025 720255 12831H 907,831
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34. HOLDING COMPANY’S STATEMENT OF FINANCIAL

34. ZERAB ZMFBARREREK

POSITION
At 31 December At 31 December
#12831H ®12831H
2025 2024
Notes HiE HK$000 F#&;z  HK$'000 FE7T
Non-current assets ERBEE
Property, plant and equipment YIE BB 570 865
Right-of-use assets CREEE 243 351
Investments in subsidiaries B ATIKRE 7,650 7,650
8,463 8,866
Current assets REEE
Prepayments, deposits and other TENRIE BT K
receivables Hh I 2,546 1,460
Amounts due from subsidiaries M B8 A Bl PR R R IE i 1,893,748 2,234,315
Bank balances and cash IRITHERRIRE 320,920 81,266
2,217,214 2,317,041
Current liabilities Bt =Ni=
Other payables and accruals HE R IE R
FESTE A 17,141 8,814
Lease liabilities — current portion HEsE-— RS 110 107
Amounts due to subsidiaries RSB ABIRIE i 410,643 461,640
427,894 470,561
Net current assets MENEEFE 1,789,320 1,846,480
Total assets less current liabilities BEMAERRBARE 1,797,783 1,855,346
Non-current liabilities JEREMEE
Lease liabilities — non-current portion HESGE-IEREH D 142 252
Net assets BERE 1,797,641 1,855,094
Capital and reserves B HE
Share capital (RN 31 889,810 889,810
Reserves = 33 907,831 965,284
Total equity EmRE 1,797,641 1,855,094

The Company’s statement of financial position was approved and authorised
for issue by the Board of Directors on 19 March 2026 and are signed on its

behalf by:

LI Gang
=/
Director
EX

AT FHRNREN2026FE3F19HHES
SROMZEBRBOC THTIESARESE !

YAU Hang Tat, Andrew

ERiE3E
Director
BE
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34. HOLDING COMPANY’S STATEMENT OF FINANCIAL
POSITION (continued)

Notes:
()  As at December 2025, investment in subsidiaries are carried at cost of

approximately HK$7,650,000 (2024 HK$7,650,000) less accumulated impairment
loss of nil (2024: nil).

(i) The amounts due from/to subsidiaries are unsecured, interest-free and repayable
on demand. The management considered that the amounts due from subsidiaries
to be low credit risk and thus no impairment provision is recognised.

35. INVESTMENTS IN SUBSIDIARIES

Particulars of the principal subsidiaries of the Company at 31 December 2025
and 31 December 2024 are as follows:

34. ERAB) Z2MBRRBE (B

ez -

() H2025F12B31H HWELABSIKRERE AN
7,650,0003& 7T (20244F : 7,650,000 7T) JH R &t
BEBEAE (20244 © B) FI{F o

i) PHBASFMRRIERHERERIEREL
W REREERER -EEEIRMBABIFR
RARIBEE RRBIE - S0 DR B R o

35. B ARIKRE
2025512831 H K2024FE12831 B AAT E
BRBABREBENOT :

Place/country of
incorporation/ Issued and fully Proportion of issued share
registration and paid share capital/ capital/registered capital
Name of subsidiary operation registered capital held by the Company Principal activities
BRTR
S Bk MRNEE,  AAARBEIARE/
MBAELHE LR/ ER EMIE BRRAMLE TEER
Directly Indirectly
E# i}
% %
Dongguan Shatin Lake Side Textile Printing & The PRC HK$307,500,000 - 100 Knitting, dyeing, printing and sales of
Dyeing Co,, Ltd. /qote b (2024: 99) dyed fabrics
BRI HBERENEAERAT (i) " 307,500,000 70 s 2B TENHERR
Fountain Set Limited Hong Kong HK$3,000,000 100 - Trading of dyed fabrics and yarns
BRHEXERAH &% 3,000,000 BARBYES
Highscene Limited Hong Kong HK$3,000,000 100 - Trading of yarns, dyestuffs
and chemicals
BRERAH &k 3,000,007 RYRELHES
Hiway Textiles Limited Hong Kong HK§2 - 100 Trading of garments
BRGGERAT &% BT ARESR
Jiangyin Fuhui Textiles Limited frote a) The PRC United States Dollar (‘USD’) - 100 Knitting and sales of knitted fabrics
54,000,000 (2024: 110,000,000) and yams
IREEGAERAR (fita) i 54,000,000 HARHFEHEBAREY
(2024 * 110,000,000)
ESA(ESH)
Lake Side Printing Factory Limited Hong Kong HK§2 100 = Investment holding
EEIMERBRAT &k 2B RERK
Ningbo Young Top Garments Co Ltd. frofe g) The PRC USD10,000,000 - 865 Production and sales of garments
ERABERERAE (Hida) i 10,000,000% 7t RERBERR
Ocean Lanka (Private) Limited Democratic Socialist Sri Lanka Rupee (‘LKR’) - 60  Khnitting dyeing, printing and sales of
Republic o{ Sri Lanka 985,000,000 dyed fabrics
BHE+ A BRAF FERFRFHEIRL 985,000,000 i 28 ITENHE SR

HE FERTEL (BT
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35. INVESTMENTS IN SUBSIDIARIES (continued)

35. MBABRE (8

Place/country of
incorporation/ Issued and fully Proportion of issued share
registration and paid share capital/ capital/registered capital
Name of subsidiary operation registered capital held by the Company Principal activities
BRITR
Sl Bk #RORE/  KLAARRCEARE/
MEARSLHE EE SR a0 TEER
Directly Indirectly
E# %
% %
Ocean Yarn Dyeing Factory Limited Hong Kong HK$2 100 - Investment holding
BEMBBERAT &k 28T REZR
Shanghai Fuhui Texties Trading Co, Ltd. fnote &) The PRC Renminbi (‘RMB’) 5,000,000 - 100 Trading of dyed fabrics
TEREGRESERAR Wita) el AR (TAEH]) 5,000,0007 BhES
RINBNGERBERAE hote g) (Hia) The PRC RMB35,000,000 - 100 Trading of dyed fabrics
i A %35,000,0007 BHES
Sugian Young Top Garments‘ Co., Ltd. note &) The PRC USD800,000 - 55,5 Production an\d\sa\es of garments
BREMUKERAR (Hita) e 800,000% 7T RERBEMK
REBENERBRAF ot g) The PRC RMB90,000,000 - 100 Heating supply
i A 190,000,0007 ANEE
Yancheng Fuhui Textiles Limited (nofe g) The PRC USD149,000,000 - 100 Knitting, dyeing and sales of dyed
fabrics and yams
ENREGEERAR () e 149,000,000%7C HEFENHECTRED
Notes: W&t -

(8 Companies are established as wholly foreign owned enterprise in the PRC.
(b)  Companies are established as cooperative joint ventures in the PRC.

The above table includes the subsidiaries of the Company which, in the opinion
of the directors of the Company, principally affected the results of the Group for
the year or formed a substantial portion of the assets and liabilities of the Group
at the end of the reporting period. To give details of other subsidiaries would,
in the opinion of the directors of the Company, result in particulars of excessive
length.

None of the subsidiaries had issued any debt securities during and at the end
of the year.

@ HRPBELSINERECERILNAT -
) HPBEUSGELENSIEIIMIIAAT -

UERARBDNMBARDERARTDNEERR
HNAEERFEXRAETERLENBMESE
ERBREMRNEEREREZE DR
AABEFD A HINEMMEBLATNFES S
HRRBR AR

PR R R B B A B R BT E R
B
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)
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FOR THE YEAR ENDED 31 DECEMBER 2025 & £2025F 12831 H L F E

36. CAPITAL RISK MANAGEMENT

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 stakeholders
through the optimisation of the debt and equity balance. The Group’s overall
strategy remains unchanged from prior years.

The capital structure of the Group consists of debts, which include the
borrowings disclosed in note 30, and equity attributable to owners of the
Company, comprising issued share capital and reserves.

The directors of the Company review the capital structure on an on-going
basis. As part of this review, the directors of the Company consider the
cost of capital and the risks associated with the share capital. Based on
recommendations of the directors of the Company, the Group may balance its
overall capital structure through the payment of dividends, new share issues
and share buy-backs as well as the issue of new debts and the redemption of
existing debts.

The Group also monitors capital using a gearing ratio, which is total liabilities
divided by total capital. Total liabilities is calculated as current liabilities and non-
current liabilities. Capital includes equity attributable to owners of the Company.
The gearing ratio at the end of reporting period was as follows:

36. EXEAMGEIER

AEEEEEAZEN ERNEREAEERRE
BRUFEKS AKEANGEHEETR Y
BNREFE HFNEFRRALR - AEEH
BVRES SRR R F —2 o

FEBRNEARBEERS (EPEEWEESI0
PRIRBERVEE) R ABHERA AELED (B
BRTRE KRR °

FABDEERFEEERTELRB - EHR
SN ARDEFEREANAEERE
R - RBAARDEFTHNER  ~EET
B BIKE RS ~ 31T IR KB R MUK 3
THEFRBEONRAERBEUFTEHEEEELR
o

FEERNTERELABRBLEX RIAEREER
MEX) BEEXEHER BRBENEARATERR
FRBEEA B -BEXROELRTER AEG
e NS HENEREBR/IERDT ¢

At 31 December At 31 December

2025 2024

¥12831H R12H31H

2025 2024

HK$'000 F#7T  HK$'000 FET

Total liabilities I=REFE 1,043,007 1,158,845
Equity attributable to owners of the Company Z~A T #EA A FE(L#E S 3,249,670 3,237,589
Gearing ratio EAGELIEE 32.1% 35.8%
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37. FINANCIAL INSTRUMENTS

(@) Categories of financial instruments

37. £ftTH
(a) £RTEER

At 31 December

At 31 December

®12831H ®128318
2025 2024
HK$000 &t  HK$'000 FET
Financial assets ERMEE
Financial assets measured at amortised cost 12 S At EN S RIE E
(including cash and cash equivalents) (BERERERIRETER) 2,270,286 2,217,374
Financial liabilities B =N
Financial liabilities measured at amortised cost &N AT EN RIS 588,381 779,589

(b) Financial risk management objectives and policies

The major financial instruments of the Group include trade and bills receivables,
deposits, other receivables, restricted and short-term bank deposits, bank
balances and cash, trade and bills payables, other payables and accruals,
amounts due to non-controlling shareholders, amount due to an associate
and bank borrowings. Details of these 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. Management
manages and monitors these exposures to ensure appropriate measures are
implemented on a timely and effective manner.

Market risk
() Currency risk

Certain entities in the Group have foreign currency transactions, which expose
the Group to foreign currency risk.

The Group manages and monitors foreign exchange exposures to ensure
appropriate measures are implemented on a timely and effective manner. To
mitigate the risk of foreign currency, the Group manages the foreign currency
receivables, payables, bank balances and bank borrowings by performing
regular review. The Group will continue to assess if the use of the foreign
currency hedging strategy as appropriate in order to mitigate the foreign
currency risk.

(b) MFEEERBRKRER

FEENTESH T AGRBEEERERBIRR
B RE s BRI S IR RAERRRITE
FORTHEBRIRS EERRERROREH
g RIE R e 5T B A~ RIFERRRBITIE
R—EMERTIREBERIBITEE ZFEM
TEAZHFBERZBNERRE  -BZFEM
TEAEMRAREED SRR (E%ARRT
KRR - EERRKRBESERE - TXHS
ERUAREZFRRNBR -EEEEER
BiEZF AR URREFNEYORNERS
)ik

45 B B
() EEER

AEEETFERENERS  RAEES RS
M -

AEBREERETIIERRE  URFRRENA
R EREVE B A o A PREINE AR AEEE
B AR ET UE RSN =~ FEUSGRRIE ~ RS 7RIR
RITHEBRAIRTEE ~EBREETEES
EREEINER PRI EINE R -
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37. FINANCIAL INSTRUMENTS (continued)

(b) Financial risk management objectives and policies (continued)
Market risk (continued)
() Currency risk (continued)

At the end of the reporting period, the carrying amounts of foreign currency
denominated monetary assets and monetary liabilities of the Group that are
considered significant by the management are as follows:

37. TR T A (8

(b) MBEABRTEEERBE @)
B AR (5

() EEEE (8

RBREHE EEEBRSBERNTERLUS
BIENEREEREBABIIREEDT -

Assets Liabilities
BE =L

As 31 December  As 31 December As 31 December  As 31 December

®128318 128318 R12H31H 7128318

2025 2024 2025 2024

HK$'000 F#&x  HK$'000 T8  HK$000 FET  HK$000 F4E7T

usD 7T 1,114,066 975,930 76,184 116,715

RMB AR 406,355 390,915 430,647 455,441

LKR Ett 734 28,636 - -

HK$ BT 2,102 5,627 26,637 13,606
Sensitivity analysis BREDWT

The Group is mainly exposed to the risk of fluctuation of USD, RMB, LKR and
HK$ when such currencies are different from the functional currency of the
relevant group entities.

The following table detail the sensitivity of the Group to a 5% (2024: 5%)
increase and decrease in the above foreign currencies against the functional
currency of the corresponding group entity, except for HK$ against USD
since HK$ is pegged to USD. 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 at the year end for a 5% (2024: 5%)
change in foreign currency rates. On this basis, there will be an increase/(a
decrease) in pre-tax profit for the year (2024: an increase/(a decrease) in pre-
tax profit) where foreign currencies strengthen against the functional currencies
of the corresponding group entity by 5% (2024: 5%), and vice versa. The
analysis is performed on the same basis for 2024.

FERBTEIRET ARE BERBT (B
ZEEREAMERBRNINEE B TREE)
B9 B L Bz o

TREMEI AERE EMINERIERERS
BETHAE S FHETIEZ [B5% (20244F : 5%) MIER
RE > BB TAlETHE AEBTRET
FRoh o 5% A M EEEIE A SRS 2 HINE E S
KEEANEHERDESIESE TG RA
HNERELER - BRESTESERELRRHER
EEMIMNESENEEEIER > #5% (20244 ¢
5%) INER BB ARERE It EE ¥
SR BRI E B BB INAEE KA E5% (2024
F:5%)  BEERBAEEEM CRL)
(202445 MBI BFIEM CEL)) » RZ IR
R BRAD AT TH %2024 E R ERI B T o
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37. FINANCIAL INSTRUMENTS (continued)

(b) Financial risk management objectives and policies (continued)
Market risk (continued)

() Currency risk (continued)

Sensitivity analysis (continued)

Monetary assets and monetary liabilities

37. &M T A (@
(b) MBERAREEREREE @)

(decrease) in
pre-tax profit

R ()
) EEEE (&
BRE DT (8)
EREERGKERE
At 31 December At 31 December
128318 R12831H
2025 2024
HK$’000 %z  HK$'000 F&7T
Increase/ Increase/

(decrease) in
pre-tax profit

eI MAT&F

#m, GL) @, GRlZb
RMB against HK$ ARBRET (1,215) (3,226)
LKR against HK$ EER BT 37 1,432
(1,178) (1,794)

(i) Interest rate risk

The Group is mainly exposed to cash flow interest rate risk primarily in relation
to variable-rate bank balances and borrowings. It is the Group’s policy to keep
its bank borrowings at floating rate of interests so as to minimise the fair value
interest rate risk. The Group’s cash flow interest rate risk is mainly concentrated
on the fluctuation of HIBOR or SOFR arising from the Group’s variable-rate
bank borrowings. In view of the frequent changes in market interest rate, the
Group shall monitor the interest rate fluctuation closely and arrange appropriate
financial instruments to minimise the interest rate risk.

Sensitivity analysis

The sensitivity analysis below has been determined based on the exposure to
interest rates for non-derivative instruments (included variable-rate borrowings
only as the directors of the Company consider the exposure of cash flow
interest rate risk arising from variable-rate bank balances is not significant) at 31
December 2025 and 2024. The analysis is prepared assuming the amount of
liability outstanding at the end of the reporting period was outstanding for the
whole year. A 50 (2024: 50) basis points increase or decrease in interest rate is
used when reporting interest rate risk internally to key management personnel
and represents management’s assessment of the reasonably possible change
in interest rates.

(i) FIFEE LR

AERENFEERENXAREEZLT BIRITHE
HREEAR AEBENBRZHERHEIRITE
ERFFMELUREATEENERRER K&
ENReAENXEREIEEDPNAEERY
BIRTEEELEZEBRTAEFENEER
[BRBEMNT RS - AR HHENXBEEE) &
EEERYEENRKE TLHEGENTR
TAFEF KRR

BRE

THBRAEDNBRIBFENTETE EBEEER
S  AAABEEDNATERITEBELEY
REREF XA A EA) 120255 522024
FE12B31TANFERARET -BEDNIBER
REPRHAEENEABHETLAERBEE
RNEAREENBRRMER AETESEAS
P38 2 3R A R & B T5 $R FA501E (20244 © 501@)
HEWAR RREEBHANRAIESEET
BY (L o
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37. FINANCIAL INSTRUMENTS (continued)

(b) Financial risk management objectives and policies (continued)
Market risk (continued)

(i) Interest rate risk (continued)

Sensitivity analysis (continued)

For non-derivative bank borrowings, if interest rate had been 50 basis points
higher/lower and all other variables were held constant, the Group’s pre-tax
profit for the year would decrease/increase by nil (2024: decrease/increase by
HK$244,000).

As at 31 December 2024, certain borrowings of the Group are linked to
interbank offered rates which may be subject to interest rate benchmark
reform. The Group has closely monitored the market and the output from the
various industry working groups managing the transition to new benchmark
interest rates.

Credit risk

Credit risk refers to the risk that the Group’s counterparties default on their
contractual obligations resulting in financial losses to the Group. As at 31
December 2025 and 2024, the maximum exposure to credit risk by the Group
without taking into account any collateral held or other credit enhancements,
which will cause a financial loss due to failure to discharge an obligation by the
counterparties is arising from the carrying amounts of the recognised financial
assets as stated in the consolidated statement of financial position.

In order to manage the credit risk, management of the Group has delegated a
team responsible for determination of credit limits, credit approvals and other
monitoring procedures to ensure that follow-up action is taken to recover
overdue debts. Credit sales of products are only made to customers with good
credit quality and repayment history. In addition, the Group regularly reviews
the recoverable amount of debt on both collective and individual basis to
ensure that adequate impairment losses are made for irrecoverable amounts.
In response to the global economic uncertainty, management has also been
performing more frequent reviews of credit limits for customers in regions and
industries that are severely impacted. During the year ended 31 December
2025, a net reversal of impairment loss of HK$7,066,000 (2024: a net
impairment loss of HK$6,115,000) in respect of the trade and bills receivables
was recognised.

37. &M T A (&)

(b) MBEAREEBFEREEK (&)
hiGmEEE ()

(i) FEmEE (&)

BREDH (B)

PIETTERITEEM S » MAZE LF TS50
EEE MATE EthEss T IAREEN
REEZRABANEREL, MG (20244 5
b /18 hN0244,0007% 7T) ©

R2024F12B31H AEBETEEHAIES
MERENEFEZRTREFSH I RE
EERYERTHEASTETF/NMIEEBE
EMEENERIHR

FEEE

EERBIEAERNSFHERESGNSEMEM
B A E B FEE R 2 B b o 7220254 522024
F1I2B31H AEBRBFHREEBITESEM
BB BANRSEERM Rt R EMAE
BREFRNEMESRARN ASEELR
MBI RAERFEV ERITHEENEAS
B o

AEBREERR AEENEEEBEZIK—EH
ANEBEETEERB EEBMHREMERE
B UEARRBDIRETE IR A AEIE « & &
EEHEERETEERFEEERRENR
BRI AEEE AR ER RERE
g s ETE R BT W [l =R EE - LUFE (R Rt % W o]
MEEEHEMRREELX ARH2IREE R
BEM BEENTCHTIIREXENHER
TENFRLETEMNEENEERIERR -1
HE2025F12B31HIEEERN MEERERE
P& ST T8 1 20 UK B 98 2k #¢ [B] 754 1E.7,066,00078 7T
(2024 : B{EIBLSF1E6,115,0008 7T) ©
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37. FINANCIAL INSTRUMENTS (continued)

(b) Financial risk management objectives and policies (continued)
Credit risk (continued)

The Group’s current credit risk grading framework comprises the following

categories

Category
85

Performing

RiF

Doubtful

RER

Default

i
ey

Write-off

i/6iz

(b) MBRAKRE
FEmEE (&)

Description

it

For financial assets where there has low risk of default or has not been a significant
increase in credit risk since initial recognition and that are not credit impaired (refer to
as Stage 1)

BHRBESIBNTEIUREERBIRESENMERCEERENESMEE BS
E—PEED)

For financial assets where there has been a significant increase in credit risk since initial
recognition but that are not credit impaired (refer to as Stage 2)

BYPEBLUREERBRESENERECFENENEREE BRE _RR)

Financial assets are assessed as credit impaired when one or more events that have
a detrimental impact on the estimated future cash flows of that asset have occurred
(refer to as Stage 3)

E-EHAZEHNEMEENGFTREREREETIEENSHELR SHEE
BT RESRE BRE=IEER)

There is evidence indicating that the debtor is in severe financial difficulty and the Group
has no realistic prospect of recovery

BERETNEBABREMHAZE B AEB BRI ERE

FEERTEERR

37. &M T A (@
BERREE (@)

SHRAEZR B FE LU T 48R

Basis for

recognising

ECL

R THHRE E IR IR

12-month ECL

128 ARG ERIE

Lifetime ECL — not credit
impaired

FRATRHAEERE—&E
EERIE

Lifetime ECL — credit
impaired

FRARMEERBE-
EERE

Amount is written-off

HEE R
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37. FINANCIAL INSTRUMENTS (continued) 37. £F T H (&)
(b) Financial risk management objectives and policies (continued) (b) HEAMEEEERERE B
Credit risk (continued) EERE (&
The tables below detail the credit quality of the Group’s financial assets, as well FXRIBIEEERAMGTIHRFIAERSREEN
as the Group’s maximum exposure to credit risk by credit risk rating grades: EEEZRUAAERMAERNESEERR :
Internal credit ~ 12-month or Gross carrying Net carrying
2025 20255 Notes rating lifetime ECL amount Loss allowance amount
12EBHERRA
fizt RBEETR REBEESE HERE{E BERE REFE
HK$'000 HKS$000 HKS$000
FET FET FAET
Trade receivables EEENFIE 20 (Note) Lifetime ECL - not
credit impaired
(simplified approach) 635,277 (24,635) 610,642
(izE) ERABEREERE-&
EEHE (H(57)
Trade receivables EEENFIE 20 (Note) Lifetime ECL - credit
impaired (simplified
approach) 8,698 (8,698) -
(izE) FERABEREERR
-BiEERE @itk
Bills receivables ZRRWEE 20 Performing 12-month ECL 90,838 - 90,838
Rif 12BBBHEEER
Deposits and other receivables REREMERIE 21 Performing 12-month ECL 19,672 - 19,672
Rif 12BBBHEEER
Restricted bank deposits SIRBIRTER 22 Performing 12-month ECL 1,911 - 1,911
Rif 12BBBHEEER
Short-term bank deposits BHRTER 28 Performing 12-month ECL 532,468 - 532,468
Rif 12BBBHEEER
Bank balances and cash BOEBERE 28 Performing 12-month ECL 1,014,755 - 1,014,755
Rif 12BBBHEEER

2,303,619 (33,333) 2,210,286

171



172

Fountain Set (Holdings) Limited  Annual Report 2025

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

A MBRERMEE (B

FOR THE YEAR ENDED 31 DECEMBER 2025 & ZE2025% 12831 H It F E

37. FINANCIAL INSTRUMENTS (continued)

(b) Financial risk management objectives and policies (continued)

37. &M T A (@
(b) MBEEABEERERBE (@)

Credit risk (continued) EERE (&
Internal credit 12-month or Gross carrying Net carrying
2024 20245 Notes rating lifetime ECL amount  Loss allowance amount
12ERSERA
izt NEEETHR EHEESE REREE EiElE REFE
HK$000 HK$000 HK$'000
W W TE7m
Trade receivables BERWTE 20 (Note) Lifetime ECL - not credit
impaired (simplified
approach) 744,337 (40,191) 704,146
ERABREESE-
(MzH) BEEAE BLH)
Bills receivables ZEERTE 20 Performing 12-month ECL 97,923 - 97,923
RiF 12EARREESE
Deposits and other receivables RERAMERTIE 21 Performing 12-month ECL 118,104 - 118,104
RiF 12EARREESE
Restricted bank deposits RRERITER 2 Performing 12-month ECL 1726 - 1,726
RiF 12EARREESE
Short-term bank deposits HRTEN 28 Performing 12-month ECL 380,973 - 380,973
RiF 12EARREESE
Bank balances and cash BOBHERS 28 Performing 12-month ECL 914,502 - 914,502
RiF 12EARREESE
2,257,565 (40,191) 2,217,374
Note: Biat -

For trade receivables, the Group has applied the simplified approach in HKFRS 9 to
measure the loss allowance at lifetime ECL. Except for trade receivables that are credit-
impaired which are assessed individually and legal action has been taken by the Group to
demand for repayment, the Group determines the ECL on the trade receivables by using
a provision matrix, estimated based on historical credit loss experience based on the
past due status of the debtors, adjusted as appropriate to reflect current conditions and
estimates of future economic conditions. Accordingly, the credit risk profile of the assets
that are not credit-impaired is presented based on their past due status in terms of the
provision matrix.

As the Group’s historical credit loss experience does not indicate significantly different
loss patterns for different customer segments, the loss allowance based on past default
experience of the debtor, adjusted for forward-looking factors specific to the debtor and
the economic environment is not further distinguished between the Group’s different
customer bases.

MEEBBNEMS  AEEERBEBHUBTRE
ZHBOREEARFRABHEEBIESEHIER
# o BREE B RERE ERUGRIATHE R S (E R4 5
EERICERTHEBENIN FERBBERAEEER
EEEXBURENTAEREESER REEHABT
BN RE R EEERERETM LEHEE
B DU B B AT AR T R AR AR A AR B (i 51 o AL
BEEREEENGEERBESREEEEMRRR
FRTBBRRET]

HRAEENBTEEEERERIERBIEER
DEHEEREXNAFHEER RIBE-—FSEDOE
EETAEFBERBEFANBRENLR  WiZE
BARENAEERRREERE T UAENBE
e



37. FINANCIAL INSTRUMENTS (continued)

(b) Financial risk management objectives and policies (continued)

Credit risk (continued)

The following table provides information about the Group’s exposure to credit
risk and ECLs for trade and bills receivables as at 31 December 2025 and

EEELE(EE)AHRRT 2025FFHK

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)
iR a MBS RARMTEE ()

37. &M T A (&)

FEmE (&)

FOR THE YEAR ENDED 31 DECEMBER 2025 & £2025F 12831 H L F E

(b) HHBEREEBRRER (&)

TRIBUHBEAR AERHL2025F K2024F 12531
HL & 2N RIREWRIEFT m G E S R A

2024: TEREEEENER !
Gross carrying
2025 20255 Expected loss rate amount Loss allowance
FEHARSIELE =R AHERMEE EEiEEE
(%) HK$’000 +#;r HK$000 F#&7T
Not yet due REIEA 2.32% 640,549 14,873
Overdue 1-60 days #EA1-60K 1.90% 65,157 1,240
Overdue 61-365 days #1HA61-365K% 30.92% 17,209 5,322
Overdue >365 days BHAEIA365K 100% 3,200 3,200
726,115 24,635
Gross carrying
2024 20244 Expected loss rate amount Loss allowance
TERARSIALEE HERRTE(E EEiEEE
(%)  HK$000 F&Em  HK$000 FET
Not yet due KRE|ER 1.77% 710,040 12,581
Overdue 1-60 days #HR1-60K 2.08% 79,436 1,653
Overdue 61-365 days #1HA61-365% 43.05% 47,103 20,276
Overdue >365 days 1 HA 838 3656K 100.00% 5,681 5,681
842,260 40,191

Expected loss rates are based on actual loss experience over the past 5 years.
These rates are adjusted to reflect differences between economic conditions
during the period over which the historical data has been collected, current
conditions and the Group’s view of economic conditions over the expected

lives of the receivables.

Ho

& 5

FRRBRLEXRRBESENERBRERS
BE-ZFLRERE URMREREESE
FEPBEEER R BRI EU R A ERY
FE MR IR BY TR A 4F R AR

AR BENE
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37. FINANCIAL INSTRUMENTS (continued)

(b) Financial risk management objectives and policies (continued)

37. &M T A (@
(b) MBERAREEREREE @)

Credit risk (continued) EERE (&
Movements in the loss allowance are as follows: BEEE 2 EEHNT
2025 2024
HK$'000 F&x  HK$'000 F &
At 1 January R1B1H 40,191 35,139
Impairment loss (reversed) recognised EEREREREWFIE ZREERK
on trade and bills receivables, net (5[0) FESDRE (7,066) 6,115
Amounts written off as uncollectible (A B We [B] i 6 B9 <& 28 (58) (644)
Currency realignment SNEE I = B 266 (419)
At 31 December ®12831H 33,333 40,191

At 31 December 2025, the Group’s trade and bills receivables included in
the loss allowance with an aggregate balance of HK$33,333,000 (2024:
HK$40,191,000) was impaired. The Group does not hold any collateral over
these balances.

The decrease in the gross carrying amounts of trade and bills receivables
mainly contributed to the decrease in the loss allowance during the year ended
31 December 2025.

Furthermore, the Company only provides financial guarantees to its subsidiaries
after a careful consideration of its subsidiaries’ financial conditions. In this
regard, the directors of the Company consider that the Group’s credit risk is
significantly reduced.

The concentration of credit risk is limited due to the customer base being large
and unrelated.

R2025F 128318 st ABIBEE S LGRS
33,333,000/ 7t (20244 : 40,191,000/ 7T) Ay 4
EEEERTEERFIEE RE ~AEE T E
MZEERTEEAIERR

REZE2025F12B31HIEFE SERZEE
W IEEER EE R EE RPN E R E R
o

ISk RABHERFIEE BRENBRAB M
R ETTAEK B A B R HEFHIER - SLULm
AR EEIRTERENEERRKREKIE
AR

SERBETARDENEFEEABEEER
& o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

iR E M IRRMEE (B

FOR THE YEAR ENDED 31 DECEMBER 2025 & £2025F 12831 H L F E

37. FINANCIAL INSTRUMENTS (continued)

(b) Financial risk management objectives and policies (continued)
Credit risk (continued)

For bills receivables and other non-trade related receivables, the Group has
assessed whether there has been a significant increase in credit risk since
initial recognition. The Group considers that there is no significant increase in
credit risk of these amounts since initial recognition and the Group provided
impairment based on 12-month ECL.

The credit risk on liquid funds of the Group is limited because the
counterparties are banks with high credit ratings assigned by reputable credit-
rating agencies.

Other than concentration of credit risk on liquid funds which are deposited
with several banks with high credit ratings, the Group has no significant
concentration of credit risk with exposure spread over a number of
counterparties. The concentration of credit risk is limited due to the customer
base being large and unrelated.

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. Management monitors the utilisation of bank borrowings and ensures
compliance with the relevant loan covenants.

Other than equity, the Group relies on bank borrowings as a significant source
of liquidity. As at 31 December 2025, the available unutilised banking facilities
of the Group are approximately HK$1,391 million (2024: HK$1,341 million).

37. M T A (#)
(b) MBEEAKEEBERBE (@)
SRR ()

?f@ﬂ&??%ﬁ&ﬁﬂﬂ%f’i%*ﬁ%ﬁﬁguﬂz?ﬂlﬁﬁ'ﬁ?
FEBECHEEERRBVRERURESHE
18N - REE R BVIR B LR EZ%’%#XIE
ZEERBRImEAZIEN MAEERE12E
BREHEEBIESHERERRF -

KEENRBHESEERBER REFHIH
BEAEENEETRBBATEEETRIE
170

BRERERRETREENRRTHABES
ZEERBREDIH AEBTREHERET
EERR AREIHRZEEFH -BARER
BERAEETEE WEERBRETEAR

REEEZmE

REERBESTRRE  ~FEETERERER
EERBRARHKTNRERERREER
BN AEEEEMERARRERE RN
TE -BEE ‘;‘ngﬁfﬂﬁ‘*ﬁ’] ERIBEN WHE
RETHEBEMZ

RiEDIN FEBRBBIRTEEEATERS
B AR 2025 12H31H  KEEM AT H)
BEXRERRITEERAA1,391,000,0007% 7T
(20244 :

1,341,000,00078 7T) ©
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37. FINANCIAL INSTRUMENTS (continued)

(b) Financial risk management objectives and policies (continued)

Liquidity risk (continued)

The following tables detail the Group’s remaining contractual maturity for
their non-derivative financial liabilities based on the agreed repayment terms.
The tables have been drawn up based on the undiscounted cash flows of
the financial liabilities based on the earliest date on which the Group can be
required to pay. The tables include both interest and principal cash flows. To
the extent that interest is floating rates, the undiscounted amount is derived

from interest rate at the end of the reporting period.

37. TR T A (8
(b) HMBRAREEBEREE (@
THBEZ AR (8

TRFVREZEERFREERIFTESH
BENHTENEMBR ZRDRAEERD]
FERERTMNRFEHRRBSRMEEIRR
RRERER - ZREBEANEREEZRER
E-EFNERAFHFRZBRERN  RAEFEER
TSR Z ARG H -

Weighted Carrying
average Less than 1 Total  amount 31
effective month or on 3 months undiscounted  December
2025 20255 interest rate demand  1-3 months to 1 year 1-2 years 2-5years Over5years cash flows 2025
120255
Mgy DRER RURREE  12A%1A
BEAE  ZEEX  1EMEA SEREIE 1526 2F56 BiBsE  RELE  NREE
% HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FAET FAT FAET FET FAET FAET FET FAET
Non-derivative financial liabilities JE74 £81 & &
Trade, bils and other payables &% EEREMENTE
and accruals RESER 446,854 63,023 50,572 - - - 560,449 560,449
Amounts due to non-controling R FERIRREIE
shareholders 23,040 - - - - - 23,040 23,040
Amount due to an associate Gl A= UNGIEE] 4,892 - - - - - 4,892 4,802
474,786 63,023 50,572 - - - 588,381 588,381
The maturity analysis of lease AEaEz A
liabilities are as below: AW
Lease liabilties REEE 445 4,22 7,100 31,755 42,634 52,548 115,981 254,240 185,918
Total aE 479,008 70,123 82,321 42,634 52,548 115,981 842,621 774,299
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37. FINANCIAL INSTRUMENTS (continued)

(b) Financial risk management objectives and policies (continued)

iR E M IRRMEE (B

FOR THE YEAR ENDED 31 DECEMBER 2025 & £2025F 12831 H L F E

37. M T A (#)
(b) MBEAREEEEREE (@)

Liquidity risk (continued) REIEZEMRE (5B
Weighted Camrying
average Less than Total amount
effective 1 month or 3 months undiscounted 31 December
2024 2024 interestrate ondemand  1-3 months to 1 year 1-2 years 2-5years  Over5years  cash flows 2024
HR2004F
mEwy  DRER FERRE 12A31H
BIEHE HEZK 123EE  SEAEIE 12 PES BiBsE MERE GBI
% HK$'000 HK$000 HK$ 000 HK$ 000 HK$ 000 HK$ 000 HK$ 000 HK$ 000
FET FET TET FHET FET TET FHET TEn
Non-derivative financial liabilities JE74£ &R & &
Trade, bills and other payables ~ E¥ ZEREHMERTE
and accruals RIEHER 519,679 105,103 76,575 - - - 701,357 701,357
Amounts due to non-controling ~ RIEEIRIREZE
shareholders 23,040 - - - - N 23,040 23,040
Amount due to an associate R—EHERENE 6,397 - - - - - 6,397 6,397
Bank borrowings RITEE
- variable rate -%B 6.24 259 492 49,453 - - - 50,204 48,795
549,375 105,595 126,028 - - - 780,998 779,589
The maturity analysis of lease AEaEz 5Bl
liabilities are as below: payii I
Lease liabilities fEsk 519 4,003 5,085 18,433 18,510 30,648 137,355 214,234 133,872
Total e 553,378 110,880 144,461 18,510 30,648 137,355 995,232 913,461

The amounts included above for variable interest rate instruments for non-
derivative financial liabilities is subject to change if changes in variable interest
rates differ to those estimates of interest rates determined at the end of the
reporting period.

(c) Fair value
Financial instruments not measured at fair value

Financial instruments not measured at fair value include restricted bank
deposits, cash and cash equivalents, trade and bills receivables, deposits
and other receivables, trade and bills payables, other payables and accruals,
amounts due to non-controlling shareholders, amount due to an associate and
bank borrowings.

Due to their short-term nature, the carrying value of restricted bank deposits,
cash and cash equivalents, trade and bills receivables, other receivables,
trade and bills payables, other payables, amounts due to non-controlling
shareholders and amount due to an associate approximates their fair value.

The carrying amounts of the Group’s financial instruments carried at cost
or amortised cost are not materially different from their fair values as at 31

December 2025 and 31 December 2024.

HEBF R EBA RN N REAEFAEEZ
FRMGS B LT ESRMEaGz IR TR
Z ZEAFIBEBFIoNE

(c) 2FfEE
WU FEEFEZEZMTR

WU RAFEBEFSEZEM I EGEZRAIR
TEF-RHERFRALEE EERRBRK
RIE R R M UGR IR B R R R E R
I8~ HA B RUBE R BT B A~ RIFERR RN
B R—EBERARNRBERIRITEE

MIBEAME  ZREBITER - RERER
REEE - EXRBHEEWIE B EUR
BEER BB RARE S EMENRIE KIF
ERRERERR —EBE QAR RENREE
HEHEHATEEES-

REBIGR AT HEE A ENESR T AR
EfE > B E 20255128331 H &2024F12H
SITHNAF EBETESEAERE -
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38. RECONCILIATION OF LIABILITIES ARISING FROM

FINANCING ACTIVITIES

Bank borrowings

Amounts due to
non-controlling
shareholders

38. MEEBEENERZHIR

Lease liabilities

RIEPERG
RITEE BE R RIS HEaR
(note 30) (note 28a) (note 27)
(#tz£30) (B15#28a) Bi5#27)
HK$'000 FE7x  HK$'000 FEx  HK$'000 FET
At 1 January 2024 t2024F181H 199,557 37,027 125,473
Changes from cash flows: RERSEH .
New bank borrowings raised MEEZIRTEE 45,639 - -
Repayment of bank borrowings BERITEE (196,619) - -
Interest paid BAHE (6,966) - -
Repayment of amounts due to BEXIEERKERIE
non-controlling shareholders - (13,987) -
Repayment of principal portion of BEEEE8EZ AT D
the lease liabilities - - (27,703)
Repayment of interest portion of BREEEaEZNEED
the lease liabilities - - (6,135)
Total changes from financing cash flow: B E IR & £ S Bh4E%E (157,946) (13,987) (33,8398)
Other changes: H &g .
Interest expenses (note 7) FMERX (W1aE7) 6,991 - 6,135
Increase in lease liabilities from entering R 5T X FIA EMER 2
into new leases during the year GEN=—=N=ptpill - - 7,794
Effect of modification CHIp4-2 - - - 31,199
Currency realignment MR EER 193 - (2,891)
Total other changes HthE s &5t 7,184 = 42,237
At 31 December 2024 120244128318 48,795 23,040 133,872
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)
REMBRERMAEE (8

FOR THE YEAR ENDED 31

FINANCING ACTIVITIES (continued)

38.

Bank borrowings

Amounts due to
non-controlling
shareholders

DECEMBER 2025 & 2025412831 HILFE

MERBEENERZEKR (®

Lease liabilities

RIELERR
RITEE BE R FRIE HEARE
(note 30) (note 28a) (note 27)
(H1z£30) (Bt5#28a) (Bt5#27)
HK$'000 FEmx  HK$'000 FEx  HK$000 FET
At 31 December 2024 122024125318 48,795 23,040 133,872
Changes from cash flows: REnsEs .
New bank borrowings raised MEEZIRITEE 135,932 - -~
Repayment of bank borrowings BERTEE (184,732) - -
Interest paid BEAHE (2,605) - -
Repayment of principal portion of BERESEZAEED
the lease liabilities - - (33,591)
Repayment of interest portion of BEHEaEZMEHD
the lease liabilities - - (6,836)
Total changes from financing cash flow: B & IR & 71 & B4 BH 4858 (51,405) - (40,427)
Other changes: H &) :
Interest expenses (note 7) FMERE (WE7) 2,550 - 6,836
Increase in lease liabilities from entering RIERT I M EMER 2
into new leases during the year HESEIEMN - - 88,866
Effect of modification BsIz & - - (6,333)
Currency realignment SN ZEER 60 - 3,104
Total other changes Hih& g5t 2,610 - 92,473
At 31 December 2025 22025%F12H31H - 23,040 185,918
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39. CAPITAL COMMITMENTS

39. BARKIE

At 31 December

At 31 December

®12A31H 128318
2025 2024
HK$'000 F&x  HK$'000 F#&7T
Capital expenditure contracted for but not BB X MBI RRERRAZBEEL
provided in the consolidated financial BREEMBRAABEHEE
statements in respect of acquisition of BEARME
property, plant and equipment 20,136 29,538

40. OPERATING LEASES

As lessor

Gross rental income earned from investment properties of the Group during the
year was approximately HK$12,863,000 (2024: HK$12,415,000). The related
outgoings amounted to HK$1,225,000 (2024: HK$1,373,000).

At the end of the reporting period, the Group had contracted with tenants, in
respect of rented premises, for the following future minimum lease receipts.

40. EEHE
2 A A

HARREBEHERAL T

At 31 December

REREER AEERNKREYEFESHNMA
WA LBEL%A12,863,0008 7T (20244 ¢
12,415,000/ 7T) - BRI H 451,225,000/ 7T
(20244 : 1,373,0005 7T) ©

RESHE AERBLEBEFAREEYEEITY

At 31 December

12A31H 128318

2025 2024

HK$'000 F#&7r  HK$'000 T35

Within one year DR—F 9,691 10,590
After one year but within two years —FBEMFAN 8,070 8,966
After two years but within three years MEBB=FR 6,291 7,533
After three year but within four years —FBENERN 9,117 7,626
Over five years BiEaE - 8,627
33,169 43,342
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41. RETIREMENT BENEFIT SCHEMES

The Group operates a defined contribution scheme registered under the
Occupational Retirement Schemes Ordinance (the “ORSO Scheme”) and a
Mandatory Provident Fund Scheme (the “MPF Scheme”) established under the
Mandatory Provident Fund Scheme Ordinance for all the eligible employees
of the Group in Hong Kong. The assets of both schemes are held separately
from those of the Group in funds under the control of trustees. The retirement
benefits cost charged to the profit or loss represents the contributions payable
to the funds by the Group at rates specified in the rules of the schemes.

Employees of the Group in other jurisdictions currently participate in state-
sponsored pension scheme or defined contribution schemes operated by
the Government of such jurisdictions. The Group is required to contribute a
certain percentage of their payroll to the schemes to fund the benefits. The only
obligation of the Group with respect to the schemes is to make the required
contributions.

During both years, there was no significant forfeited contribution, which arose
upon employees leaving the retirement benefits schemes, available to reduce
the contribution payable in the future years.

The retirement benefits scheme contributions, amounting to HK$65,772,000
(2024: HK$63,012,000) have been charged to profit or loss for the year and
included in employee costs as set out in note 9(c).

Long service payment liabilities

Pursuant to the Employment Ordinance, Chapter 57, the Group has the
obligation to pay Long Service Payment (“LSP”) to qualifying employees in
Hong Kong 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.

Furthermore, the Mandatory Provident Fund Schemes Ordinance passed in
1995 permits the Group to utilise the Group’s mandatory MPF contributions,
plus/minus any positive/negative returns thereof (collectively, the “Eligible
Offset Amount”), for the purpose of offsetting LSP payable to an employee (the
“Offsetting Arrangement”).

41. RIREF TS
AEBERBRE RN ERPIEMBR L —EE
BREARET S (TR E) RIRERHIMEAR
BE S BRAIRI—IABRGBIMEAEEE (T2
BESE)) FRECERNAEREBES
EMESENEENBINAEBEELHE
EAEE - EIRmAH R B KBR LA T &
EERRBFABMELLTABNEAESHR

FEBEMBEM BN ESFRIESEZFEM
& BT & BV SR IR @ F 5t &I 3 E BR ARG T
B rEEAREEHFMNE TADLLERT
ZEHAERENES AERANZFHEN
W—SEREEEFE K-

RMmEFE  FEEERHERKER 5 E MR
AU R B K 0 W R IE N BT A R 40 R R 2R
E BRI

EREEEAEZANRIEREH stEIH=
$EEA65,772,00078 70 (20244 63,012,000/
70) » W E st AMIEEOCFF &~ B E R A ©

REBERBZEE

R RIE IR (578) > AEEAEEREH
AHERBREFNORE N EBRES (&5
RS  BERERFREHER BUTA
Rt

(BEA LR RBR—ERBBNTEX2/BXRHFE
A

RE—ERNIE LRR22,5008 7 MEH
AR5 & BT 2 1S H818390,0008 7t ZIEB 1T
ARSI S RER R R E BRI 58 o

ESh > FR19955F 3838 2 SRl 14 A TR & 5t & 155l
AHFAEEBAHBFIMERBSHIIN LW
EHAEMES S#OR RBAEREHE
) LUREEN —REEZRAREE (R
SHE2 ) o
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41. RETIREMENT BENEFIT SCHEMES (continued)

Long service payment liabilities (continued)

The Employment & Retirement Schemes Legislation (Offsetting Arrangement)
(Amendment) Ordinance 2022 (the “ERSL Ordinance”) was gazetted on
17 June 2022, which will eventually abolish the Offsetting Arrangement.
The Amendment will come into effect prospectively from 1 May 2025 (the
“Transition Date”). Under the amended ERSL Ordinance, the Eligible Offset
Amount after the Transition Date can only be applied to offset the pre-Transition
Date LSP obligation but no longer eligible to offset the post-Transition Date
LSP obligation. Furthermore, the LSP obligations before the Transition Date will
be grandfathered and calculated based the last monthly wages immediately
preceding the Transition Date.

The Group’s LSP obligation is considered to be no material impact on the
Group’s results and financial position for the current or prior periods.

42. RELATED AND CONNECTED PARTIES DISCLOSURES
(a) Related party balances

Details of the Group’s outstanding balances with related parties are set out in
the consolidated statement of financial position and in note 28.

(b) Related party transactions

During the years, the Group entered into the following transactions with related

parties:

Related party

4. BRKREFEE (B
REBBHEEEE (&)

2022 F R (R SR NGt BIE R (GREHZHE) (1BE])
156 (MEE BRI BIEBIIRA) 71202266 H
178 TS EREREIRIEH 25 - RIS
R B2025F5810 (MEE B ) BEK - REL
1ES] Z RIBR RIS ENABIRD BB AR
GERBHESRETHENRESEARANZE
HRBEEE EABaERBIHBERRRE
ZRARBEEE UL BE AR Z RAR
BEEARTHREVZERHEBEL R RE—
BRMNIESR

FAERZRRFEEERD /LB AER
REPBERBEHEZZERAYHFRIELS

=488
K Eo

42. B R RN TRVIRER

(a) RAEEALEVEEER

A& H E I A LR R EBR GBI
B FIR R KM 5E28M ©

(b) FABEALZRSZ
EEEAEREFBALTETTIRS !

Name of related party relationship Nature of transaction 2025 2024

RAEA L8 EARA N A T BIRR{R X5HE HK$000 F#7x  HK$'000 FET

REMBEKBERAE Associate Sewage expenses 24,917 29,021
HrE A E] TEKERIEE A

None of the related party transactions disclosed above constituted connected
transaction or continuing connected transactions as define in Chapter 14A of
the Listing Rules.

PR BEZRABA TR LE BN EHRAE
AABPRAE 2 FAER S W ERER S ©



EEEE(%E)HRLE 2025 F#

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31

42. RELATED AND CONNECTED PARTIES DISCLOSURES  42.

(continued)

iR E M IRRMEE (B

DECEMBER 2025 & 2025412831 HILFE

R Bk R R EAN TR E (8

(c) Connected party transactions (c) FAEALRS
Name of connected party Name of transitions 2025 2024
FEALTHE XFZEE HK$’000 F#E7x  HK$'000 &1
The FM Group (nhote i) Sale of fabrics, yarns fibers and garment parts 364,784 344,672
FM&EE (7752) EBEmA A0 M4 & RS
The AH Group (note i) Sale of fabrics, yarns fibers and garment parts 304,728 311,088
AHEE (F73Li) E Bk A8 AE R R RS
Chinatex Group (hote i) Purchase of yarns, cotton and other materials 5,491 9,623
for the manufacture of fabric, garments and
cooking oil and foodstuffs
rRAREE R (0 3ii) BB ~ tTE R ELfth 4 E RV R A4 pAk
MUEiEHE @
Huafu Group (note iv) Purchase of cotton yarn, cotton blended yarn, - -
top dyed melange yarn and other yarn products
EZEME (fativ) PRI~ 1R B4 A R H A ZE
RMB’000 RMB’000
ARBTT AREEFTT
COFCO Finance (note v) Balance of deposits placed by the Group 154,000 154,000

AR RIS (Hity)

FEBEFRERAEER

Notes:

(i)

The Company and Mr. Feroz Omar (“Mr. Omar”) entered into a FM Master Sales
Agreement (the “2024 FM Master Sales Agreement”) and renewed FM Master Sales
Agreement (the “2027 FM Master Sales Agreement”) regarding the sales of fabrics,
yarns and similar items by the Group to the FM Group on 16 December 2021 and
20 December 2024 respectively. Mr. Omar is a director and substantial shareholder
of a non-wholly owned subsidiary of the Company and hence a connected person
of the Company under the Listing Rules. The FM Group comprises companies
which Mr. Omar and his associates and relatives individually or together exercise
or control the exercise of more than 50% of the voting power at general meetings
or control the composition of a majority of the board of directors. Accordingly,
members of the FM Group are associates of Mr. Omar and hence connected
persons of the Company under the Listing Rules. The transactions contemplated
under the 2024 FM Master Sales Agreement and the 2027 FM Master Sales
Agreement constitute continuing connected transactions for the Company under
Chapter 14A of the Listing Rules.

The 2024 FM Master Sales Agreement is for a term commencing from 1 January
2022 to 31 December 2024 (both days inclusive) and the 2027 FM Master Sales
Agreement is for a term commencing from 1 January 2025 to 31 December 2027
(both days inclusive).

Mt -

AR T EFeroz Omardt4 (TOmarfc 1) 23R
2021128168 &2024F 128203 st A £ E 1
FMEEE HE k] 4D R 3B IE B 5] S FMAREY
EeE (T 2024 FEFMEESH E sk ) RIS EEFM
wass e (T2027EFMAESS 1755 ) ° Omardt
EARNBD—RBEEENBAREERTE
BRE - IR EHRE BHARAB ZEEA L
FMEE 2 E AT BIEHOmarft E R EHE A
TREBOUEZEATMNREAT LER D
HEMITERIEHITEBFHU LBFRAER
EHZENBEETEABOMENAE AL
FMEBZHEAT AOmarfc EZ2 B AL
WmiRE EHRA FMERAKRAT ZBEA
+ o 1R ¥ _EHIRBIE14AE > 2024FFMARES £ 173
B MC02TEFMABSE E R ETE MRETZR 518
RANT Z FFERER S ©

2024 FEFMARSH & 1% 2 F HAFR2022F1 B 1 HtE
F2024F12H31HIE (BIEEEMRK) 520274
FM4R Y & 1758 ~ £ B FR20254E1 B 1 HEE2027
F128318 1L (BIEEEMRXR) °

183



184

Fountain Set (Holdings) Limited

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)
A MBRERMEE (B

W

Annual Report 2025

FOR THE YEAR ENDED 31 DECEMBER 2025 & ZE2025% 12831 H It F E

42. RELATED AND CONNECTED PARTIES DISCLOSURES

(c)

(continued)

Connected party transactions (continued)

Notes: (continued)

U)

(continued)

The annual cap amounts for the three financial years ended 31 December
2022, 2023 and 2024 under the 2024 FM Master Sales Agreement are
HK$450,000,000, HK$450,000,000 and HK$450,000,000 respectively as set
out in the announcement of the Company dated 16 December 2021. The annual
cap amounts for the three financial years ending 31 December 2025, 2026
and 2027 under the 2027 FM Master Sales Agreement are HK$500,000,000,
HK$550,000,000 and HK$550,000,000 respectively as set out in the
announcement of the Company dated 20 December 2024.

The extent of these connected transactions did not exceed the annual cap
of HK$500,000,000 for the year ended 31 December 2025 as set out in the
announcement of the Company dated 20 December 2024.

The Company and Mr. Anil Kumar Lalchand Hirdaramani (“Mr. Hirdaramani”)
entered into a renewed AH Master Sales Agreement (the “2024 AH Master Sales
Agreement”) and the Company and Mr. Siddarth Hirdaramani (Mr. S. Hirdaramani”)
entered into a renewed AH Master Sales Agreement (the “2027 AH Master Sales
Agreement”) regarding the sales of fabrics, yarns and similar items by the Group
to the AH Group on 16 December 2021 and 20 December 2024 respectively. Mr.
Hirdaramani and Mr. S. Hirdaramani are directors and substantial shareholders of
a non-wholly owned subsidiary of the Company and hence connected persons of
the Company under the Listing Rules. The AH Group comprises companies which
Mr. Hirdaramani, Mr. S. Hirdaramani and their associates and relatives individually or
together exercise or control the exercise of more than 50% of the voting power at
general meetings or control the composition of a majority of the board of directors.
Accordingly, members of the AH Group are associates of Mr. Hirdaramani and Mr.
S. Hirdaramani and hence connected persons of the Company under the Listing
Rules. The transactions contemplated under the 2024 AH Master Sales Agreement
and the 2027 AH Master Sales Agreement constitute continuing connected
transactions for the Company under Chapter 14A of the Listing Rules.

The 2024 AH Master Sales Agreement is for a term commencing from 1 January
2022 to 31 December 2024 (both days inclusive) and the 2027 AH Master Sales
Agreement is for a term commencing from 1 January 2025 to 31 December 2027
(both days inclusive).

The annual cap amounts for the three financial years ended 31 December
2022, 2023 and 2024 under the 2024 AH Master Sales Agreement are
HK$450,000,000, HK$450,000,000 and HK$450,000,000 respectively as set
out in the announcement of the Company dated 16 December 2021. The annual
cap amounts for the three financial years ending 31 December 2025, 2026
and 2027 under the 2027 AH Master Sales Agreement are HK$450,000,000,
HK$450,000,000 and HK$450,000,000 respectively as set out in the
announcement of the Company dated 20 December 2024.
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42. RELATED AND CONNECTED PARTIES DISCLOSURES

(continued)

(c) Connected party transactions (continued)

Notes: (continued)

(i

(i)

(continued)

The extent of these connected transactions did not exceed the annual cap
of HK$450,000,000 for the year ended 31 December 2025 as set out in the
announcement of the Company dated 20 December 2024.

The Company and Chinatex Corporation Limited (“Chinatex”) entered into a
renewed Material Purchase Framework Agreement (the “2024 Material Purchase
Framework Agreement”) in relation to the purchase of yarn, cotton, other materials
for the manufacture of fabric, garments, whereas cooking oil and foodstuffs for
the provision of meals to the employees by the Group from the Chinatex Group
(i.e. Chinatex and its subsidiaries) on 16 December 2021. The Company and
Chinatex entered into a supplemental Agreement (the “2024 Material Purchase
Framework Supplemental Agreement”) in relation to the revision of the existing
annual cap on 15 May 2023. The Company and Chinatex entered into a renewed
Material Purchase Framework Agreement (the “2027 Material Purchase Framework
Agreement”) in relation to the purchase of the textile raw materials and other
materials for the manufacture of textile products and rental of office space to
the Group from the Chinatex Group (i.e. Chinatex and its subsidiaries) on 20
December 2024. Chinatex is a controlling shareholder of the Company and hence a
connected person of the Company under the Listing Rules. Accordingly, members
of the Chinatex Group are associates of Chinatex and hence connected persons
of the Company under the Listing Rules. The transactions contemplated under the
2024 Material Purchase Framework Agreement and the 2027 Material Purchase
Framework Agreement constitute continuing connected transactions for the
Company under Chapter 14A of the Listing Rules.

The 2024 Material Purchase Framework Agreement is for a term commencing from
1 January 2022 to 31 December 2024 (both days inclusive) and the 2027 Material
Purchase Framework Agreement is for a term commencing from 1 January 2025 to
31 December 2027 (both days inclusive).

The annual cap amounts for the three financial years ended 31 December 2022,
2023 and 2024 under the 2024 Material Purchase Framework Supplemental
Agreement are HK$63,000,000, HK$363,000,000 and HK$363,000,000
respectively as set out in the announcement of the Company dated 15 May 2023.
The annual cap amounts for the three financial years ending 31 December 2025,
2026 and 2027 under the 2027 Material Purchase Framework Agreement are
HK$35,000,000, HK$35,000,000 and HK$35,000,000 respectively as set out in
the announcement of the Company dated 20 December 2024. The annual cap
amounts for the 2027 Material Purchase Framework Agreement only apply to the
purchase of textile raw materials and other materials related to the production of
fabrics and garments as set out in the further announcement of the Company
dated 3 January 2025.

The extent of these connected transactions did not exceed the annual cap
of HK$35,000,000 for the year ended 31 December 2025 as set out in the
announcement of the Company dated 20 December 2024.
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42. RELATED AND CONNECTED PARTIES DISCLOSURES

(continued)

(c) Connected party transactions (continued)

Notes: (continued)

V)

The Company and Huafu Holding Co., Ltd. (‘Huafu Holding”) and its subsidiaries
(*Huafu Group”) entered into a purchase framework agreement (the “2025
Purchase Framework Agreement”) on 13 December 2022. Pursuant to the 2025
Purchase Framework Agreement, Huafu Holding agreed to, or procures its
subsidiaries to, supply cotton yarn, cotton blended yarn, top dyed melange yarn
and other yarn products that may be needed for the Group. The cotton yarn,
cotton blended yarn, top dyed melange yarn and other yarn products that may be
needed to be purchased by the Group will be used for the manufacture of textile
products of the Group.

As Hong Kong Tin Shing Trading Limited (“Tin Shing”), a company incorporated in
Hong Kong with limited liability and a wholly owned subsidiary of Huafu Holding,
completed the acquisition of 16.33% of the total number of issued Shares of the
Company on 1 November 2019, Tin Shing has become a substantial Shareholder
and a connected person of the Company under the Listing Rules. Huafu Holding,
as the holding company of Tin Shing, is an associate of Tin Shing and, therefore, is
a connected person of the Company under Chapter 14A of the Listing Rules.

The transactions contemplated under the 2025 Purchase Framework Agreement
constitute continuing connected transactions for the Company under Chapter 14A
of the Listing Rules.

The 2025 Purchase Framework Agreement is for a term commencing from 1
January 2023 to 31 December 2025 (both days inclusive).

The annual cap amounts for the three financial years ended 31 December
2023, 2024 and 2025 under the 2025 Purchase Framework Agreement are
HK$40,000,000, HK$40,000,000 and HK$40,000,000 respectively as set out in the
announcement of the Company dated 13 December 2022.

The extent of these connected transactions did not exceed the annual cap
of HK$40,000,000 for the year ended 31 December 2025 as set out in the
announcement of the Company dated 13 December 2022.
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42. RELATED AND CONNECTED PARTIES DISCLOSURES

(continued)

(c) Connected party transactions (continued)

Notes: (continued)

)

The Company and COFCO Finance Company Limited (“COFCO Finance”) entered
into a finance services agreement (the “Financial Services Agreement”) on 14 July
2022. The Company and COFCO Finance entered into a Supplemental Agreement
(the “Financial Services Supplemental Agreement”) in relation to the revision of
the existing annual cap on 15 May 2023. The Company and COFCO Finance
entered into a renewed Financial Services Agreement (the “2028 Financial Services
Agreement”) on 22 April 2025. Pursuant to the Financial Services Agreement and
the 2028 Financial Services Agreement, COFCO Finance agreed to provide deposit
services, comprehensive loan services and other financial services to the Group. As
COFCO Finance is an indirect wholly-owned subsidiary of the Company’s ultimate
parent, COFCO Corporation, and hence COFCO Finance is a connected person of
the Company under the Listing Rules.

The transactions contemplated under the Financial Services Agreement and the
2028 Financial Service Agreement constitute continuing connected transactions for
the Company under Chapter 14A of the Listing Rules.

The Financial Services Agreement is for a term commencing from 14 July 2022 to
13 July 2025 (both days inclusive) and the 2028 Financial Services Agreement is for
a term commencing from 14 July 2025 to 13 July 2028.

The maximum daily balance of deposits (including accrued interests) placed by
the Group pursuant to the Financial Services Agreement is RMB155 million or its
equivalent on any day throughout the term of the Financial Services Supplemental
Agreement and the maximum fees payable by the Group for the other financial
services pursuant to the Financial Services Agreement is HK$500,000 or its
equivalent on an annual basis as set out in the announcement of the Company
dated 15 May 2023 and 22 April 2025.

The extent of these connected transactions did not exceed the maximum daily
balance of deposits of RMB155 million or its equivalent on any day throughout the
year ended 31 December 2025 and the maximum services fees payable on annual
basis of HK$500,000 or equivalent as set out in the announcement of the Company
dated 15 May 2023 and 22 April 2025.
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42. RELATED AND CONNECTED PARTIES DISCLOSURES
(continued)

(d) Compensation of key management personnel

The remuneration of directors and other members of key management during
the year was as follows:
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HK$'000 F#&7  HK$'000 FET

Fees bk 950 1,050
Short-term benefits s HAE A 7,931 7,416
Post-employment benefits BHERET 198 201
9,079 8,667

The remunerations of directors and key management are decided by the
Board and reviewed by the Remuneration Committee, having regard to the
Company’s operating results, individual performance and comparable market
statistics.

(e) Transactions with other state-owned entities in the PRC

The Group operates in an economic environment currently predominated
by enterprises directly or indirectly owned, jointly controlled or significantly
influenced by the PRC government (collectively the “state-owned entities”). The
Company’s directors consider that state-owned entities are independent third
parties so far as the Group’s business transactions with them are concerned.

During the year, the Group had transactions with other state-owned entities
including, but not limited to, the sales of finished goods, purchases of raw
materials/utilities and transactions with state-owned banks.

The sales of finished goods and purchase of raw materials/utilities to/from
these state-owned entities are individually not significant. In addition, the
Group’s bank balances (including short-term bank deposits and restricted bank
deposits) of HK$766,740,000 (2024: HK$948,583,000) are placed/arranged
with state-owned banks as at 31 December 2025.
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Listing

Stock Code
Board Lot
Shares Issued

Listed on the Main Board of
The Stock Exchange of Hong Kong Limited
since 20 April 1988
420
2,000 shares
1,225,026,960
(as at 31 December 2025)

Financial Calendar

Financial year end

2025 interim results announced

2025 annual results announced

Register of members closed for
determining the right to attend and
vote at Annual General Meeting

Annual General Meeting

Register of members closed for
determining the entitlement to the
proposed final dividend

Distribution of final dividend

2026 interim results to be announced

Shareholder Services

31 December 2025
21 August 2025
19 March 2026

1 -4 June 2026

4 June 2026
15 =17 June 2026

on or about 29 June 2026

Late August 2026

For enquiries about share transfer and registration,
change of correspondence address, etc.,
please contact the Company’s share registrar:
Boardroom Share Registrars (HK) Limited

Room 2103B, 21/F.

148 Electric Road, North Point
Hong Kong

Tel: +852 2153 1688

Fax: +852 3020 5058
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E:E | +852 2153 1688

fEE © +852 3020 5058

Investor Relations KREEME

Ms. Charmaine CHENG EBEE/ A

Company Secretary and NEIMER
Deputy General Manager ERGREEIREREIBELKIE
Group Integrated Management Department SAMA

Block A, 6/F., Eastern Sea Industrial Building LIPS FK29-399%

29-39 Kwai Cheong Road, Kwai Chung RBT X KEAECE

BE5E | +852 3478 6267
BE : pr@fshl.com

New Territories, Hong Kong
Tel: +852 3478 6267
Email: pr@fshl.com
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