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COMPANY INTRODUCTION
NCIVINE

OVERVIEW

Chervon Holdings Limited (the “Company”, and together with
its subsidiaries, the “Group,” “we,” “us” or “our”) is a global
provider of power tools and outdoor power equipment (“OPE”).
Our focus on innovation, especially lithium-ion battery system
technology, has enabled us to achieve significant scale and
rapid growth. We offer a comprehensive range of products
under a portfolio of well-recognized brands, which are tailored
to address the diverse needs of our end users around the
world. Our power tools target both industrial/professional
and consumer end users, and our OPE products target both
premium and mass-market end users. We currently own five
differentiated and well-recognized brands that cover key
geographies and segments, namely EGO, FLEX, SKIL, DEVON
and X-TRON.

We focus on user-centric innovation and product offerings,
which is supported by our integrated system of research
and development, manufacturing and sales and distribution
capabilities. Our broad end-user base for lithium-ion battery
powered products enables us to rapidly accumulate industry
knowledge, technology know-how and end-user insights.
Leveraging such knowledge and insights, we have been able
to continuously introduce new products showcasing advanced
technology and product design capabilities. We then
produce these new, user-centric products in a consistently
high-quality manner through our smart manufacturing system
and distributing them through our multi-channel sales and
distribution network. Our global operations and local market
knowledge enable us to expand market shares and meet end
user needs in our target markets. Our robust brand portfolio,
which resonates with our end users, also helps solidify our
market position.

OUR VISION

Better Tools. Better World.

OUR MISSION

Providing superior products to users worldwide through
continuous innovation, we are determined to become a global
leader in power tools and outdoor power equipment in the
lithium-ion, intelligent and digital era.
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CORPORATE INFORMATION
NEIER
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FINANCIAL SUMMARY
BIT5 =

A summary of the results and of the assets and liabilities of the
Group for the last five financial years, as extracted from the
published audited financial statements, is set out below:

AEBRBERAMBFEZREUNREERAR
HME (HExEENREEZNMBERR) #IIWT

RESULTS &
Year ended December 31,
BE12A31HLEE
2021 2022 2023 2024 2025
20214 20224 20234 20244 2025
(In US$ thousands, except per share data)
(F=7t - FREERIN)
Revenue ON 1,757,784 1,989,280 1,374,714 1,773,773 1,627,785
(Loss)/profit before tax BrBiA (E8),/ FE 176,098 161,390 (48,856) 132,763 115,096
Income tax credit/(expense)  FT{SHiiE%E (FHAX) (26,377)  (22,112) 11,706 (20,055)  (17,403)
(Loss)/profit for the year FN(E8) /7B 149,721 139,278 (37,150) 112,708 97,693
Attributable to: LA AT FE(f -
Equity shareholders of the ZiN/NGIE = 144 544 139,369 (37,137) 112,474 97,600
Company
Non-controlling interest eI 5177 (91) (13) 234 93
Earnings per share R EF 36 28 (7) 22 19
— Basic (cents) —EX(H)
— Diluted (cents) — 8% () 36 28 (7) 22 19
ASSETS, LIABILITIES AND EQUITY BE  BRERAER
As of December 31,
HZE12A31H
2021 2022 2023 2024 2025
20214 20224 20234 20241 2025
(In US$ thousands, except per share data)
(F=ETT - FREERIN
Assets &=
Total assets BERE 2,056,156 1,862,504 1,798,016 1,992,297 1,843,935
Equity and liabilities ERREE
Equity attributable to equity ~ AN FEZEALR 797,017 946,190 960,725 1,036,563 1,017,631
shareholders of the Company E{h#Exs
Non-controlling interests FEVERR R 2 - (91) (104) 130 223
Total equity M ARTE 797,017 946,099 960,621 1,036,693 1,017,854
Total liabilities BEBE 1,259,139 916,405 805,764 955,604 826,081
Total equity and liabilities =B EERE 2,056,156 1,862,504 1,766,385 1,992,297 1,843,935
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CHAIRMAN’S STATEMENT
=S REE

Dear Shareholders,

2025 is a challenging year for us. Following a significant
rebound and growth in 2024, we faced a direct and severe
impact from tariff-related issues between China and the United
States in 2025. Despite the challenging market conditions,
our Group remained profitable in 2025, recording a net profit
of US$97.7 million for the year. Key indicators reflecting
the core competitiveness of our products in our principal
markets also remained resilient, giving us confidence in the
market’s eventual recovery and our Group’s return to a growth
trajectory.

Against a backdrop of overall market weakness, the vast
majority of Chervon’s product lines across both our OBM
and ODM businesses achieved positive POS growth at the
customer end, with the EGO brand recording double-digit
POS growth. This underscores the resilience of our innovation
capabilities and the competitiveness of our products.
Throughout the year, we remained committed to serving our
customers and end users while continuing to strengthen the
foundation for future growth.

—@— Chervon Holdings Limited Annual Report 2025
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Innovation remains the cornerstone of our strategy. In 2025,
we launched approximately 200 new products, around 89% of
which were lithium-ion battery-powered, further strengthening
our leadership position in the industry. From both brand and
category perspectives, EGO continued to gain market share
in the global OPE market despite the significant challenges
posed by market volatility. FLEX and SKI/L, on the other
hand, were more affected by intense competition and the
dominance of major global players in the PT market, and we
recognise that the path to further advancing these two brands
in the power tools segment will require continued effort and
investment.

In North America, we formally announced our collaboration
with John Deere in October 2025, enabling battery
sharing and interoperability between John Deere's electric
ride-on mowers and EGOQO’s portfolio of more than 100
products. This represents a meaningful step forward in the
strategic cooperation between the two brands in the era of
electrification. In Australia and New Zealand, EGO continued
to benefit from its solid market foundation, while the successful
launch of FLEX 24V also stood out as a key achievement, with
encouraging early acceptance already seen in the professional
market in Australia.

On the manufacturing front, we continued to strengthen our
global manufacturing capabilities and took firm and robust
actions to address tariff-related challenges. To address the
impact of China-U.S. tariff tensions, we relocated production
capacity for products supplied to the U.S. market from
China to Vietnam. Meanwhile, we also transferred part
of FLEX's production capacity from Germany to China.
These manufacturing relocations involved significant effort
and close collaboration across multiple teams within the
Company. Thanks to their commitment and execution, both
initiatives have reached important milestones, laying a solid
foundation for the Company’s future development and further
strengthening our resilience and risk response capabilities.

We believe the challenges and volatility of the past few years,
particularly in 2025, have provided us with valuable lessons
and further strengthened the resilience we need to navigate
future challenges. Today, we are more focused, more resilient
and more determined than ever. While we remain mindful
of external uncertainties, we believe that, provided there is
no further material deterioration in the geopolitical or trade
environment, the Group is well positioned to return to a growth
trajectory in 2026. Our aim is not only to return to a sustainable
growth trajectory, but also to emerge stronger, more efficient
and more deeply committed to our customers.

CHAIRMAN’S STATEMENT
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MANAGEMENT DISCUSSION AND ANALYSIS

EREN HESH

BUSINESS REVIEW

In 2025, our revenue recorded a periodic decline, representing
a decrease of 8.2% to US$1,627.8 million, as our customers
adopted more prudent procurement strategies amid the
heightened economic uncertainty resulting from the China-U.S.
tariff tensions.

Our net profit also experienced a decrease of 13.3% as
compared to 2024 primarily driven by the decrease in our
revenue and gross profit margin.

Revenue from our outdoor power equipment (“OPE”) segment
increased by 0.1%, and revenue from our power tools
segment decreased by 18.3%. Revenue from our original
brand manufacturing (“OBM”) business accounted for 76.7%
of our total revenue in 2025. By region, our business from
North America and China decreased by 11.5% and 3.8%,
respectively, and business from Europe and the rest of the
world increased by 0.9% and 6.8%, respectively.

Our gross margin decreased by 180 basis points to 32.9% in

2025, while remaining at a healthy level relative to historical
performance and industry benchmarks.

Chervon Holdings Limited Annual Report 2025
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MANAGEMENT DISCUSSION AND ANALYSIS

We continue to focus on our customers, bringing to market
new power tool and OPE products to meet their diverse needs.
Leveraging our research and development capability, we
continued to innovate by introducing nearly 200 new products
during the Reporting Period. Lithium-ion battery powered
products accounted for around 89% of the new products.

EGO

In 2025, against the backdrop of overall weak industry
performance, EGO significantly outperformed the industry
average, achieving single-digit revenue growth and
double-digit growth in POS sales in the North American market,
which fully demonstrates its strong brand competitiveness.
EGO has made solid progress across multiple strategic
directions.

EGO maintains a focused and flexible product strategy,
continuously enhancing its product portfolio with innovative
development across both core and lifestyle product categories,
especially the launch of the super composite deck mower as a
flagship innovation, which further strengthened its competitive
positioning and brand value. Several of our product
categories, including walk-behind mowers, snow blowers
and rider mowers, ranked first in terms of market share in the
North American market for lithium-ion battery-powered OPE
products. In particular, EGO also achieved the number one
position across all product categories in the Canadian market.
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MANAGEMENT DISCUSSION AND ANALYSIS
B E R AT

In addition, the number of EGO stock keeping units (“SKUs”)
has continued to increase, and battery pack sales have also
grown at an accelerated pace. As of December 31, 2025, EGO
platform has offered over 110 tools, with new product launches
across all core categories including Mowers, String trimmers,
Chainsaws and Multi-Head tools. This has further solidified
our 56V platform as the largest single-battery OPE platform
globally, generating enhanced platform-wide synergies.
Meanwhile, as a key extended product category, high-pressure
washers have achieved remarkable success, marking solid
progress in EGO’s category expansion. EGO has also earned
various industry recognitions in 2025, including the 2025 New
York Times Wirecutter Best Lawn Mower Award and the 2025
Forbes Vetted Awards.

Benefiting from the steady development momentum of our
diversified channel strategy, EGO achieved meaningful
progress across all major channels in 2025. For example,
our collaboration with strategic partner John Deere made
tangible progress. During the Reporting Period, we jointly
launched with John Deere the Z370RS Electric ZTrak™ Mower
powered by EGO 56V ARC Lithium™ batteries, representing
a milestone in our strategic product collaboration, as well as
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MANAGEMENT DISCUSSION AND ANALYSIS

further expanding and enriching the broader EGO battery
ecosystem. EGO also continued to retain its position as the
No. 1 OPE brand on the world’s largest e-commerce platform.
Moreover, we strategically expanded EGO’s footprint in
Europe by selectively acquiring distribution channels and
opening flagship stores, strengthening brand presence and
accelerating market penetration.

As the largest single OPE platform with strong growth
momentum, EGO is well positioned to capture opportunities
arising from the adoption of lithium-ion electrification and
intelligent technologies. We have achieved breakthroughs in
Internet of Things (“loT"), Al recognition, visual positioning
and multi-sensor navigation, laying a solid foundation for the
future expansion of our intelligent business. Leveraging the
latest market-leading technology, our first automated wireless
lawn mower robot is set to launch in Europe in 2026 spring
season, with plans to progressively expand into other major

markets. Guided by a clear strategic roadmap and disciplined
execution, EGO remains committed to delivering strong
financial performance while reinforcing its leadership in the
industry.
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FLEX Giraffe®

MANAGEMENT DISCUSSION AND ANALYSIS
B E R AT

FLEX

This is exactly
how you want
to work

%%f/

FLEX

Recognized as the “No. 1 Specialist Trade Partner” by market
intern, FLEX delivered a strong performance amid the overall
sluggish European market, fully demonstrating its recognition
and influence. FLEX continued to strengthen its focus on core
trades and professional users, delivering innovative solutions
that enhance productivity and reinforce its competitive
positioning. For example, FLEX launched a new generation of
drywall sanders, recognized as the lightest in the world and
honored with the IF Design Award 2025. By directly addressing
the key issue of heavy tool weight during extended overhead
sanding on walls and ceilings for drywallers and painters,
this innovation improves efficiency and reduces fatigue
delivering clear value to professional users. FLEX successfully
entered into major professional tool chain channels targeting
tradesmen in Australia, demonstrating strong competitiveness
of our professional tools in the high-end markets.
of marketing, FLEX has also strengthened its presence
across major social media channels, effectively enhancing
brand exposure with a steadily expanding follower base.
Looking ahead, we will implement a comprehensive strategic
optimization for FLEX covering both channels and product
portfolios. We plan to focus on developing our professional
tools (PRO) business through traditional dealer networks and
adopting a more targeted trade strategy. This will enable FLEX
to unlock greater market potential and build stronger long-term
growth momentum.

In terms

—@— Chervon Holdings Limited Annual Report 2025
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MANAGEMENT DISCUSSION AND ANALYSIS
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SKIL

In 2025, SKIL continued to gain strong market recognition.
This momentum was driven by award-winning products,
including multiple 2025 PTIA Innovation Award winners, and
high-impact branding initiatives. For example, we sponsored
VISMA, the Tour de France-winning cycling team in Europe,
to boost brand awareness and reputation. Strategically, we
expanded our footprint by securing partnerships with leading
retailers like Walmart and Tractor Supply Company, with
a rollout to thousands of stores planned for 2026. We also
accelerated our digital direct-to-consumer (“DTC”) strategy
with new e-commerce platforms in North America and Europe.
These efforts significantly broadened SK/L's market reach
and strengthened brand equity, laying a solid foundation for
long-term growth. We will continue to build on this momentum
with an unwavering focus on innovation and customer value
creation.

SKIL
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MANAGEMENT DISCUSSION AND ANALYSIS
B E R AT

DEVON

DEVON achieved business growth in 2025, despite a
notable downturn in China’s real estate market and ongoing
contraction in the power tools industry, out-performing the
industry average and further strengthening its position in the
domestic market. DEVON maintained stable offline channels
through improved management and incentive measures. At the
same time, it promoted its online business development and
gradually expanded its business in Asia through strengthening
e-commerce operations and supporting distributors. DEVON
continued to expand its portfolio with user-driven innovations,
launching a new generation of drill drivers and impact drivers
with an improved power-to-weight ratio and enhanced control
precision tailored for installation professionals, while also
raising brand awareness through social media and diversified
marketing activities. During the Reporting Period, DEVON has
won the “Annual Trendsetting New Product Award” on TikTok
E-commerce and “2025 Strategic Beacon Product” on JD.com,
highlighting its competitive edge across major platforms. We
were also awarded the “Supply Chain Excellence Contribution
Award” at JD Industrial’s 2025 Business Partner Conference
and Annual Awards Ceremony.
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MANAGEMENT DISCUSSION AND ANALYSIS
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Supply Chain and Manufacturing

During the Reporting Period, we have strengthened our
global manufacturing capabilities including accelerating the
relocation of part of our production capacity from Nanjing
to Vietnam. Our production capacity in Vietnam increased
significantly in 2025, which provide us flexibility to mitigate
the uncertainty of tariff tensions. At the same time, the
relocation of our production from the Steinheim facility in
Germany to Nanjing was completed in 2025. This was part
of the Group’s strategic realignment initiative intended to
reduce manufacturing costs and strengthen our long-term
competitiveness. Looking ahead, we are actively evaluating
broader global capacity deployment plans, which is in line with
the Group’s global strategy to further enhance the flexibility
and cost efficiency of our supply chain.

Prospects

2025 was a challenging year for our Group. Against a
backdrop of evolving tariff policies and transition pressures
associated with our production relocation, our Group faced
certain operational headwinds, while maintaining overall
operational stability. In the fourth quarter of 2025, we observed
an improvement in market conditions, accompanied by a
rebound in both order volume and shipment volume.
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MANAGEMENT DISCUSSION AND ANALYSIS
B E R AT

The volatility experienced during the year provided valuable
experience and further strengthened our resilience in
addressing future challenges. Through production capacity
diversification and improved operational efficiency,
we reduced our exposure to external risks and further
demonstrated the resilience of our organization and the
recognition of our products in end markets.

Looking ahead to 2026, we will stay focused and remain
confident in our ability to resume sustainable growth.

FINANCIAL REVIEW

The Group’s revenue decreased by 8.2% from US$1,773.8
million in 2024 to US$1,627.8 million in 2025, primarily driven
by a decrease in market demand in light of the China-U.S.
tariff tensions.

We recorded a profit for the year of US$97.7 million in 2025,
as compared to US$112.7 million in 2024. We had a net profit
margin of 6.0% in 2025, as compared to 6.4% in 2024.

Profit attributable to equity shareholders of the Company
decreased by 13.2% from US$112.5 million in 2024 to US$97.6
million in 2025.

Basic earnings per share was at US$0.19 (2024: US$0.22),
representing a decrease of 13.6%.

Result Analysis
Gross Profit and Gross Profit Margin

Our gross profit decreased by 13.0% from US$615.7 million in
2024 to US$535.9 million in 2025. During the same years, our
overall gross profit margin decreased from 34.7% to 32.9%,
primarily due to (i) the increase in cost of sales as a result
of China-U.S. tariff tensions; and (ii) the higher fixed costs
absorbed per unit as a result of lower production volume.

Other Net Gain/(Loss)

We had other net gain of US$32.3 million in 2025, as
compared to other net loss of US$14.8 million in 2024. Our
other net gain in 2025 was primarily attributable to net foreign
exchange gain in the amount of US$7.9 million resulting from
our effective foreign exchange management, as well as net
gain on disposal of a subsidiary in the amount of US$19.2
million.
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MANAGEMENT DISCUSSION AND ANALYSIS

Operating Expenses

Our total operating expenses (comprising selling and
distribution expenses, administrative and other operating
expenses and research and development costs) remained
broadly stable, decreasing only marginally from US$450.4
million in 2024 to US$450.0 million in 2025, primarily due to
(i) the stable administrative expenses as compared to the
previous year, (ii) an increase in research and development
expenses, and (iii) a decrease in selling and distribution
expenses, which offset the increase in research and
development expenses.

Our research and development costs increased by 2.9%
from US$83.4 million in 2024 to US$85.8 million in 2025,
representing 5.3% of turnover (2024: 4.7%). This is primarily
due to our continued investment in research and product
development, particularly in commercial and robotic
technology OPE segment.

Share of Loss of an Associate

We had a share of loss of an associate of US$3.9 million
in 2025, as compared to a share of loss of an associate of
US$17.3 million in 2024. On June 25, 2025, upon completion
of the disposal by the Company of the entire equity interest
in Chervon (China) Investment Co., Ltd (RIE(FE)ZEHFR
‘A7]) (the “Chervon (China) Investment”), a wholly-owned
subsidiary of the Company whose principal business is
the holding of equity interest in Chervon Auto Precision
Technology, the Company’s equity interest in Chervon Auto
Precision Technology ceased to be accounted as interest
in associate. For further details, please refer to the section
headed “Material Acquisitions and Disposals of Subsidiaries
and Associates” in this report.

Income Tax Expense

Our income tax expense was US$17.4 million in 2025,
representing a decrease of 13.2% from US$20.1 million in
2024. Our effective tax rate was 15.1% for the Reporting
Period (2024: 15.1%).
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MANAGEMENT DISCUSSION AND ANALYSIS
B E R AT

Profit for the Reporting Period

As a result of the foregoing, we recorded a profit for the year
of US$97.7 million in 2025, as compared to US$112.7 million
in 2024. We had a net profit margin of 6.0% in 2025, as
compared to 6.4% in 2024.

Non-HKFRS Measures: Adjusted Net Profit

To supplement our consolidated results which are prepared
and presented in accordance with HKFRS Accounting
Standards, we utilize non-HKFRS adjusted net profit
(“Adjusted Net Profit”) as an additional financial measure. We
derive Adjusted Net Profit from profit for the year by excluding
net gain on disposal Chervon (China) Investment for the year
ended December 31, 2025.

Adjusted Net Profit is not required by, or presented in
accordance with, HKFRS Accounting Standards. We believe
that the presentation of non-HKFRS measures when shown
in conjunction with the corresponding HKFRS Accounting
Standards measures provides useful information to investors
and management regarding financial and business
trends in relation to our financial condition and results of
operations, by eliminating any potential impact of items
that our management does not consider to be indicative of
our operating performance such as the impact of certain
investment transactions. We also believe that the non-HKFRS
measures are appropriate for evaluating the Group’s operating
performance. However, the use of this particular non-HKFRS
measure has limitations as an analytical tool, and you should
not consider it in isolation from, or as a substitute for the
analysis of, our results of operations or financial conditions as
reported under HKFRS Accounting Standards. In addition, this
non-HKFRS financial measure may be defined differently from
similar terms used by other companies and therefore may not
be comparable to similar measures used by other companies.
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MANAGEMENT DISCUSSION AND ANALYSIS

The following table reconciles our Adjusted Net Profit for the
year presented to the most directly comparable financial
measure calculated and presented in accordance with HKFRS
Accounting Standards, which is profit for the year:

EIRE N RS

TREIFT25F AR BANEREF B
BEE G EAFERZINEERTELRY
BErE (AFRFE) Wk

As at December 31,

M12H31H
2025 2024
2025%F 20244
USD’ 000 USD’000
FEx F=E7T
Profit for the year F N FE 97,693 112,708
Adjusted by: BTFRIEREE
Net gain on disposal of a subsidiary”  HE—FEH BRI FED (19,240) -
Restructuring costs® KA - 23,032
Adjusted Net Profit AR 78,453 135,740
Notes: Bia -
(1) Represents the non-recurring gain associated with the (1) TREALERE (PR FRENIELE MR -
disposal of Chervon (China) Investment.
(2) Represents the non-recurring costs associated with the  (2) FREAREBENVAERMNEREGHEMENT

repositioning of the Group’s Steinheim facility in Germany.

Liquidity and Financial Resources
Financial Position

The Group continued to maintain a strong financial position.
As of December 31, 2025, the Group had US$379.3 million in
cash and cash equivalents (December 31, 2024: US$328.8
million). 56.0%, 31.7%, 7.0% and 5.3% of the cash and cash
equivalents as of December 31, 2025 were denominated in
RMB, US dollar, Euro and other currencies, respectively.

Funding and Treasury Policy

The Group’s funding and finance policy aims to maintain
stable financial position and mitigate financial risks. The
Group regularly reviews its funding requirements to maintain
adequate financial resources in order to support its current
business operations as well as its future investments and
expansion plans.
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MANAGEMENT DISCUSSION AND ANALYSIS
B E R AT

Borrowings and Gearing Ratio

As of December 31, 2025, the Group had bank loans of
US$254.9 million (December 31, 2024: US$295.6 million),
which were primarily denominated in RMB, and lease liabilities
of US$25.6 million (December 31, 2024: US$13.9 million). As
of the same date, fixed-rate and floating-rate loans account
for 48.2% and 51.8%, respectively, of the Group’s total bank
loans.

As of December 31, 2025, short-term bank loans accounted
for 42.3% of the total bank loans (December 31, 2024: 65.2%).

The Group’s gearing ratio (which equals total debt (including
bank loans and lease liabilities) divided by total equity) was
0.3 as of December 31, 2025 which has remained consistent
compared to the same period in 2024.

Working Capital

Our inventories amounted to US$448.1 million as of December
31, 2025 as compared to US$608.3 million as of December
31, 2024. Our inventory turnover days decreased to 177 days
in 2025, as compared to 180 days in 2024, primarily due to
our adoption of a prudent inventory stocking strategy which
improved our inventory turnover conditions.

Our trade and bills receivables turnover days were at 106 days
in 2025, as compared to 87 days in 2024, which is in line with
the credit terms we granted to our customers. The increase
is primarily due to the substantial sales growth at the end of
2025 which lead to a high ending balance of trade and bills
receivables.

Our trade and bills payables turnover days were 90 days in

2025, as compared to 86 days in 2024, which is in line with
the credit terms that we obtained from suppliers.
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MANAGEMENT DISCUSSION AND ANALYSIS

Capital Expenditures

Our capital expenditures in 2025 amounted to US$59.9 million
(2024: US$63.0 million), primarily due to our investment in
fixed assets and infrastructure projects.

Capital Commitments

As of December 31, 2025, our capital commitments (including
those contracted for or authorized but not contracted for)
for the construction of plant and buildings and acquisition of
machinery and equipment amounted to US$22.5 million (2024
US$63.7 million), which were primarily used for the expansion
of our production capacity in Vietham.

Pledge of Assets

During the Reporting Period, certain assets of the Group were
pledged as security for bank loans, as further detailed below:
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As at December 31,

M12H31H
2025 2024
20254 20244
USD’ 000 USD’000
FEx F=ET
Inventories T8 - 16,427
Trade and bills receivables SR TE R RN R E - 1,921
Pledged deposits [REzEiVERE N 16,357 15,424
Interest in an associate i NG of =y - 13,226
Total @et 16,357 46,998

As of December 31, 2025, the Group had pledged deposits of
US$19.5 million (December 31, 2024: US$20.2 million), which
will be released upon the settlement of letters of credit and
bills payable by the Group or the expiry of relevant banking
facilities.

HE2025F12A31H  AEBENEEEGFERA
19.5AEFL (2024 12F31H : 2028 8%
L) RREREARELAEEABERENZRES
TERAIRTT AL E B HARF AR B o

SBERERAT —T- REER —@—



MANAGEMENT DISCUSSION AND ANALYSIS
B E R AT

Contingent Liabilities

During the Reporting Period, the Group issued guarantees
to financial institutions in the People’s Republic of China
(“PRC") for certain indebtedness of our independent
third-party customers, who are typically qualified distributors
of ours in the PRC. As of December 31, 2025, the maximum
guarantee amount was US$22.1 million (December 31, 2024:
US$21.6 million) and the guarantee issued was US$1.9 million
(December 31, 2024: US$8.1 million).

Significant Investments Held

During the Reporting Period, the Group did not hold any
significant investments (including any investment in an
investee company with a carrying amount of 5% or more of the
Company'’s total assets as of December 31, 2025).

Material Acquisitions and Disposals of Subsidiaries and
Associates

On March 26, 2025, the Company (as vendor) entered into an
equity transfer agreement with Chervon Precision Technology
Holdings Company Limited, pursuant to which the Company
has conditionally agreed to sell and the Purchaser has
conditionally agreed to purchase the entire equity interest
in Chervon (China) Investment, a wholly-owned subsidiary
of the Company whose principal business is the holding of
equity interest in Chervon Auto Precision Technology, at a
consideration of RMB570,000,000 or the HK$ equivalent
(the “Disposal”). The Disposal constitutes a discloseable
and connected transaction of the Company under Chapter
14 and 14A of the Listing Rules and is subject to reporting,
announcement and independent shareholders’ approval
requirements. In connection with the Disposal and subject
to the satisfaction of the conditions of the special dividend
(being the approval of the Disposal and the special dividend
by the independent shareholders of the Company), the Board
has recommended the payment of a special dividend of
HK$1.1905 per ordinary share. For further details, please refer
to the Company’s announcement and circular in relation to the
Disposal and the special dividend dated March 26, 2025 and
April 30, 2025, respectively.
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MANAGEMENT DISCUSSION AND ANALYSIS

The Disposal and the special dividend were approved by the
shareholders of the Company at the extraordinary general
meeting of the Company (“EGM”) held on May 22, 2025.
Upon completion of the Disposal, Chervon (China) Investment
ceased to be a wholly-owned subsidiary of the Company
and its financial results was no longer consolidated into the
Company’s financial statements, in which the Company’s
equity interest in Chervon Auto Precision Technology ceased
to be accounted as interest in associate. For further details,
please refer to the Company’s circular and EGM poll results
announcement dated April 30, 2025 and May 22, 2025,
respectively.

Future Plans for Major Investments and Capital Assets

In the coming years, the Group intends to continue investing
in expanding its manufacturing plant in Vietnam, including by
building production facilities on a land lot owned by it with a
total area exceeding 150,000 square meters.

During the Reporting Period, save for the expansion plans as
disclosed above, the Group has no specific plans for major
investment or acquisition for major capital assets or other
businesses.

Exposure to Fluctuations in Foreign Exchange Rates

The Group manufactures and sells its products in many
countries throughout the world. As a result, there is exposure
to foreign currency risk as the Group enters into transactions
and makes investments denominated in multiple currencies.
For example, changes in currency exchange rates may affect
the relative prices at which the Group and its competitors sell
products in the same market and the costs of products and
services the Group requires for its operations. The Group’s
predominant exposures are in US dollar, Euro and RMB. The
Group is subject to risks arising from the translation of balance
sheets and income statements of its subsidiaries to US dollars
as well as the risk arising from the export of products and
sales outside the country of manufacturing.
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MANAGEMENT DISCUSSION AND ANALYSIS
B E R AT

The Group enters into foreign exchange forward contracts with
financial institutions to mitigate its exposures to fluctuations in
foreign exchange rates. Fluctuations in the foreign exchange
rates may lead to losses resulting from the Group’s exposure
to foreign exchange forward contracts or similar arrangements.
Our net foreign exchange gain in 2025 amounted to US$7.9
million, as compared to a net foreign exchange gain of US$2.1
million in 2024. Our net realized and unrealized gains on
derivative financial instruments and financial assets at fair
value through profit or loss (“FVPL”) in 2025 was US$4.4
million, as compared to US$4.6 million in 2024.

Investment Risk Management

Our investment strategy is grounded in the principles of
compliance, prudence, safety and effectiveness. Each
investment decision is made based on internal vetting and
discussions, considering factors such as market dynamics,
expected returns and risks involved. We believe that our
internal strategy and policies regarding investments and the
related risk management mechanisms are adequate, and that
our investment decisions have been in full compliance with our
investment strategy and policies.

MAJOR CUSTOMERS AND SUPPLIERS

In 2025, the Group’s largest customer and five largest
customers accounted for approximately 34.6% and 58.0%
(2024: 39.1% and 63.3%) respectively of the Group’s total
revenue; and the Group’s largest supplier and five largest
suppliers accounted for approximately 4.3% and 14.6%
respectively of the Group’s total purchases (2024: 9.6% and
23.1%).

As far as the Directors are aware, none of the Directors,
their associates or any shareholders of the Company (the
“Shareholders”) who owned more than 5% of the Company’s
share capital had any interest in the five largest customers or
suppliers of the Group.
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MANAGEMENT DISCUSSION AND ANALYSIS

HUMAN RESOURCES

The number of employees of the Group was 6,887 as of
December 31, 2025 (December 31, 2024: 6,481). The total
staff costs for the year amounted to US$228.8 million as
compared to US$240.2 million in 2024. We did not incur equity
settled share-based expenses during the Reporting Period.

The Group is committed to hiring, retaining and promoting
top talents across its global teams. As part of its retention
strategy, the Group offers competitive remuneration
packages to its employees, including salary and allowances,
performance-based bonuses and long-term incentive
programs. The Group also provides regular and specialized
training tailored to the needs of its employees in different
departments.

As of December 31, 2025, the male-to-female ratio of the
Group’s employees is approximately 1.50 to 1 (December 31,
2024: 1.55:1). The ratio is primarily driven by the nature of our
business as we employ a higher portion of male engineers and
front-line workers. While we consider such ratio to be in line
with industry norms, we are firmly committed to offering equal
employment opportunities to all qualified candidates based on
merits and will seek to achieve relative balance between male
and female employees going forward.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT
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EEREAEREERS

DIRECTORS
Executive Directors

Mr. Pan Longquan (GE%EZ) (“Mr. Pan”), aged 62 is our
principal founder, executive Director, Chairman and Chief
Executive Officer. Mr. Pan is primarily responsible for
supervising overall operations, management, strategic
planning and business development of our Group.

Mr. Pan has over 30 years of experience in the power tool and
OPE industry and 30 years of management experience in our
Group. Mr. Pan founded our principal operating subsidiary,
Nanjing Chervon Industry Co., Ltd. (“Nanjing Chervon
Industry”) and has served as its chairman since September
1997. On June 22, 1999, Mr. Pan was appointed as our
executive Director, Chairman and Chief Executive Officer.
Mr. Pan currently serves as a director in a number of our
subsidiaries and as the general manager of Chervon (China)
Investment Co., Ltd.* (RE(FEHZEBRAF) (“Chervon
China Investment”).
Global Holdings Limited (“Chervon Global”) and its various
subsidiaries, which are principally engaged in the production
of key automobile and mechanical components and investment
management. Mr. Pan serves as the chairman of Nanjing
Chervon Auto Precision Technology Co., Ltd. (B R RIESEE
BEAMTA A BBR A F]) (“Chervon Auto Precision Technology”),
a company listed on the Shanghai Stock Exchange (stock
code: 603982.SH) since October 2012. Prior to founding
the predecessor company of our Group, Nanjing Chervon
International Trading Co., Ltd.* (HRRIEHKEZESERAT)
(“Chervon International Trading”) in 1994, Mr. Pan served
as a salesperson in Nanjing Machinery, Minerals, Metals &
Medicine Import and Export Company* (& 5 i, T 4 i 2= B8 24
RESEHORF]), a company engaged in machinery import
and export trading, from July 1988 to June 1993.

He is also a director of Chervon

Mr. Pan received his bachelor's degree and his master’s
degree in earth sciences from Nanjing University (B2 AE) in
the PRC, in July 1985 and July 1988, respectively.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT

Ms. Zhang Tong (&%) (“Ms. Zhang”), aged 54, is our
co-founder, executive Director and executive vice president for
the North America sales & marketing. Ms. Zhang is primarily
responsible for supervising overall operations, management,
strategic planning and sales and marketing development of
our Group in North America.

Ms. Zhang has over 20 years of experience in the power tool
and OPE products industry and management experience in
our Group. Ms. Zhang co-founded our principal operating
subsidiary, Nanjing Chervon Industry, and has served as
its director since September 1997. On June 22, 1999, Ms.
Zhang was appointed as our executive Director and executive
vice president for the North America sales and marketing.
Ms. Zhang currently serves as a director in a number of our
subsidiaries. She is also a director of Chervon Global and
its various subsidiaries, which are principally engaged in the
production of key automobile and mechanical components
and investment management. Ms. Zhang serves as a director
of Chervon Auto Precision Technology, a company listed on
the Shanghai Stock Exchange (stock code: 603982.SH), since
October 2016.

Ms. Zhang studied foreign trade English from Hohai University
(A8 KE) in the PRC and graduated in July 1991. Ms. Zhang
received her master's degree in business management from
China Europe International Business School (FREUREEfR) in the
PRC in May 2012.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT

EEZNEHREEEBREFS

Mr. Ke Zuqian (4#3&) (“Mr. Ke”), aged 65, is our
co-founder, executive Director and executive vice president
for manufacturing and supply chain. Mr. Ke is primarily
responsible for supervising manufacturing and production
processes and management of our Group.

Mr. Ke has over 20 years of experience in the power tool and
OPE products industry and management experience in our
Group. Mr. Ke joined Chervon International Trading in January
1996 as a technical director, and has served as a director and
a vice general manager of Nanjing Chervon Industry since
September 1997. On June 22, 1999, Mr. Ke was appointed
as our executive Director and executive vice president for
manufacturing. Mr. Ke currently serves as a director in a
number of our subsidiaries and as the general manager of
Nanjing Chervon Industry. He is also a director of Chervon
Global and its various subsidiaries, which are principally
engaged in the production of key automobile and mechanical
components and investment management. Mr. Ke serves as
a director of Chervon Auto Precision Technology, a company
listed on the Shanghai Stock Exchange (stock code: 603982.
SH), since October 2016. Prior to joining our Group, Mr. Ke
was a lecturer in Tongji University ([EEAZ) from July 1984 to
June 1992, a technical manager in TUV Rheinland (TUV f£E %
B2 A1), a technical services provider, from July 1992 to May
1994 and a technical manager in TUV SUD (TUV NEE m RS
~|]), a testing and certification provider, from June 1994 to
December 1995.

Mr. Ke received his bachelor’'s degree and his master’s degree

in industrial automation from Tongji University ([E/%&A2) in the
PRC in July 1984 and April 1990, respectively.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT

Mr. Michael John Clancy (“Mr. Clancy”), aged 70, is our
executive Director. Mr. Clancy is primarily responsible for
overseeing the strategic initiatives of the Group.

Mr. Clancy has extensive experience in the power tool industry
and has accumulated over 30 years of experience in corporate
management.

Mr. Clancy joined our Group in September 2018 and has
since served as the chief executive officer of Chervon NA until
the end of 2024. Mr. Clancy was appointed as our executive
Director on August 4, 2021. Prior to joining our Group, Mr.
Clancy served as the vice president for the national accounts
unit of Skil Corporation from 1978 to 1992, a power tool and
accessory supplier which was later acquired by our Group, the
vice president of the consumer business group of Rust-Oleum
Corporation, a paint supplier, from 1992 to 1995 the president
of RotoZip Tool Corp, a power tool and accessory supplier,
from 1995 to 2000 and the senior vice president of the North
American Sales organization and the project management of
Robert Bosch Tool Corporation, a power tool and accessory
supplier, from 2010 to 2016 and from 2016 to 2017,
respectively.

Mr. Clancy received his bachelor's degree in business from
Western lllinois University in the U.S. in May 1977 and his
master’s degree in business administration from Depaul
University in the U.S. in February 1983. Mr. Clancy has been
one of the board members of the Outdoor Power Equipment
Institute since March 2021.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT

EEZNEHREEEBREFS

Independent Non-Executive Directors

Dr. Li Minghui (Z83#8), aged 52, has been appointed as our
independent non-executive Director with effect from December
8, 2021. Dr. Li is primarily responsible for supervising and
providing independent judgment to our Board. Dr. Li was a
lecturer in accounting from August 2003 to July 2005 and
an associate professor in accounting from August 2005 to
November 2006 at the School of Management in Xiamen
University (JEFIKE). Dr. Li served as an associate professor
at the School of Business in Nanjing University (F 5= AX£) from
December 2006 to December 2009. Since December 2009,
Dr. Li has been a professor in accounting at the School of
Business in Nanjing University (5 AZ).

Dr. Li has been an independent non-executive director of
Nanjing Zhongweixin Software Technology Co., Ltd.* (F R+
EIEREREEMNER A A]), a company principally engaged in
computer software development since August 2020 and has
also served as an independent non-executive director of a
number of listed companies, including Baosheng Science and
Technology Innovation Co., Ltd. (BEBERAFRMDERAR)
(stock code: 600973.SH) from December 2014 to May 2019,
Changchai Co., Ltd. (B4R H AR AF]) (stock code: 000570.
SZ) from March 2015 to April 2020, Jiangsu Fasten Co., Ltd.
CIESERBRR M ABR A A (stock code: 000890.57) from April
2015 to November 2019, Nanjing Securities Co., Ltd. (AR &5
f& 1D B R A B]) (stock code: 601990.SH) from May 2016 to June
2022 and GCL Energy Technology Co., Ltd. (& 8RB H
AR 27l (stock code: 002015.SZ) since June 2019.

Dr. Li has been a director of China Audit Society (# Bz &
&) since December 2009 and the vice president of Jiangsu
Audit Society* (L#EFH2€) since January 2019.

Dr. Li received his bachelor's degree in accounting from
Nanjing University of Science and Technology (FAR¥ET
KE) in the PRC in June 1997 and his master's degree in
accounting from Shandong University of Economics (LLE#E
JEZFT) (currently known as Shandong University of Finance
and Economics (IIFRB#KE)) in the PRC in June 2000.
Dr. Li obtained his doctorate degree in accounting from
Xiamen University (EF9AKZ) in July 2003. Dr. Li is qualified
as a non-practicing certified public accountant issued by
The Chinese Institute of Certified Public Accountants since
December 2009.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT

Mr. Jiang Li (¥3Z), aged 61, has been appointed as our
independent non-executive Director with effect from December
8, 2021. Mr. Jiang is primarily responsible for supervising and
providing independent judgment to our Board.

Mr. Jiang was the founder of Nanjing Tianjia Air-conditioning
Equipment Co., Ltd.* (FRAINZEFHZREER AT, which was
later renamed as Nanjing Tianjia Environmental Technology
Co., Ltd.* (FARXIIRERHX B R F) and had been appointed
as its director and general manager in 1999, and has currently
served as the chairman of the board of the same. Mr. Jiang
served as a director of MayAir Technology (China) Co., Ltd (3
B (R E)RIERHE IR AR AF]) from July 2019 to March 2020
and was appointed as the chairman of its board since March
2020. Mr. Jiang has been a director of Guangzhou Smardt
Chiller Manufacturing Co., Ltd.* (BMEBEIELRREREER
‘A\]) since January 2021. Mr. Jiang is also a member of the
National Professional Standardization Technical Committee*

(EREXREECRMERS).

Mr. Jiang received his master’'s degree in business
management from China Europe International Business School
(PEREERT) in the PRC in September 2009. During his career,
Mr. Jiang was nominated as an innovative enterprise talent
by the Ministry of Science and Technology* (Rl EBaIF %
AA) and an excellent contributor to the cause of socialism
with Chinese characteristics in Jiangsu Province* (I#&EF
REEEHEFEREEERSE). Mr Jiang was also awarded the
first prize and the second prize in China machinery industry
science and technology* (FEI#W TR BRI —S8E %
#%) and Nanjing science and technology progress award* (&

R R 7).
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT

EEZNEHREEEBREFS

Dr. Fan Hao (5&%), aged 54, has been appointed as our
independent non-executive Director with effect from February
4, 2026. Dr. Fan is primarily responsible for supervising and
providing independent judgment to our Board.

Dr. Fan has over 20 years of experience in the precision
instrumentation industry. He has been the chairman of MLoptic
Corp. (FAREFEHERBEMHBMRAT]), a company listed on
the Shanghai Stock Exchange (stock code: 688502), since
May 2015. He has also served as the general manager of
Moonlight (Nanjing) Instrument Ltd.* (X (FR)EZHR
‘AF]), a subsidiary of MLoptic Corp., since June 2004. He
was a director of Nanjing MLoptic Co., Ltd.* (BREHKNLE
AHBRAF]), the predecessor company of MLoptic Corp., from
December 2011 to May 2015. Prior to that, Dr. Fan served as a
project manager at SCHOTT (Shanghai) Precision Materials &
Equipment International Trading Co., Ltd.* (H % (/&) &Mk
MEERERE S AR 2R from January 2003 to May 2004, and
served as a business manager at Jiangsu Provincial Foreign
Trade Corporation* (L& & £ MEE RN BMRAF]) from August
1994 to December 2001.

Dr. Fan graduated from China Europe International Business
School with a master’s degree in business administration
in 2003 and obtained a doctoral degree in business
administration from Durham University in the United Kingdom
in 2020.

SENIOR MANAGEMENT

Mr. Hu Yian (¥ EL%&) (“Mr. Hu”), aged 57, is our chief financial
officer. Mr. Hu is primarily responsible for overseeing overall
financial operations, financing and investment activities of our
Group.

Mr. Hu joined our Group in April 2003 and has since served
as the director and financial vice president of Nanjing Chervon
Industry. Mr. Hu currently also serves as a director in a number
of our subsidiaries. Mr. Hu has been a director of Chervon
Auto Precision Technology, a company listed on the Shanghai
Stock Exchange (stock code: 603982.SH), from March 2012 to
November 2022. Prior to joining our Group, he was a financial
manager of Nanjing Ericsson Panda Communication Co., Ltd.*
(ARENEEHBEABRAT) from November 1995 to March
20083.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT

Mr. Hu received his bachelor’'s degree in industrial accounting
from Northeast Institute of Technology (RILTEPT) in the
PRC in June 1992 and his master’s degree in international
management from The Australian National University in
Australia in June 2001.

Mr. Wu Shuming (RZ8), aged 59, is our vice president
for product solution group department. Mr. Wu is primarily
responsible for supervising and managing the research and
development system and leading technological development
of our Group.

Mr. Wu joined our Group as an engineer in Nanjing Chervon
Industry in June 1997. Mr. Wu was appointed as the general
manager of R&D of our Group in March 2010. Prior to joining
our Group, Mr. Wu was an engineer in Nanjing Soil Instrument
Factory* (FAR ¥ FES2M) from July 1989 to May 1997.

Mr. Wu received his bachelor's degree in vacuum technology
and equipment from Hefei University of Technology (& BT %
AE) in the PRC in July 1989.

Mr. Wu Gang (=), aged 52, is our chief digital officer. Mr.
Wu is primarily responsible for overseeing the digital strategy
and information technology development of our Group.

Mr. Wu has extensive experience in managing the digital and
information system at various companies in the automotive
industry. He joined our Group as the chief digital officer on
April 26, 2021. Prior to joining our Group, Mr. Wu was the IT
system project manager of SAIC General Motors Co., Ltd.
from April 1998 to July 2005, the IT application director and
the IT PMO director of SAIC Motor Corporation Limited from
August 2005 to July 2011, the chief IT director of industrial
group of Nippon China Limited from July 2011 to March 2012,
the IT director of Geely and Volvo China in April 2012 and the
chief digital officer of SAIC MAXUS Automotive Co., Ltd. from
February 2017 to July 2020.

Mr. Wu received his bachelor’'s degree in computer science
and technology from Shanghai Jiao Tong University (/&%
BARE) in the PRC in July 1996 and his master's degree in
business administration from Fudan University (fEB X&) in
the PRC in January 2008.
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EEZNEHREEEBREFS

Ms. Shan Xiaodong (EM3R), aged 59, is our vice president
for human resources. Ms. Shan is primarily responsible for
overseeing human resources planning and management of our
Group. Ms. Shan joined our Group in May 2017 as the vice
president for human resources in Nanjing Chervon Industry.

Prior to joining our Group, Ms. Shan was a lecturer in School
of Economics and Management of Inner Mongolia University
(RS HASBEHEIRER) from 1995 to 1996. Subsequently,
Ms. Shan held senior human resources management positions
in various companies, including serving as a human resources
and administrative manager at BP China Ltd. from 2001 to
2003, the vice president for Asia Pacific human resources
(BBRADBIRME) of Hexion Inc. (previously Momentive
Specialty Chemicals) from 2003 to 2015 and the vice president
for human resources of Shanghai Fortune Map Trading Limited
(EBERESERAT]) from 2015 to 2017.

Ms. Shan received her bachelor’'s degree in economic
management from Fudan University (2B KX2) in the PRC in
July 1988 and her master's degree in management from BI
Norwegian School of Management in Norway in February 1999.

Mr. Peter John Melrose, aged 60, is our vice president for
the European sales & marketing. Mr. Melrose is primarily
responsible for supervising overall operations, management,
strategic planning and sales and marketing development of
our DIY power tools and OPE business in Europe. Mr. Melrose
joined our Group as a general manager of Chervon Europe
Limited in June 2007 and was appointed as the managing
director of EGO Europe GmbH since November 2015. Mr.
Melrose has been a managing director of Chervon GmbH
since November 2022. Prior to joining our Group, Mr. Melrose
began his career with Black & Decker and held various sales,
marketing and product development positions before joining
NEC (UK) LTD as the European marketing manager. Mr.
Melrose continued his career in marketing with one of the UK’s
foremost companies (Centrica plc) within its energy supply
business (British Gas Trading Ltd) and re-joined the power
tool industry in Europe as a commercial director with Global
Machinery Company Pty. Mr. Melrose received his bachelor’s
degree in civil engineering from Hatfield Polytechnic in
the UK in July 1988 and his master’'s degree in business
administration (MBA) with a major in strategic marketing from
Hull University in the UK in July 1997.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT

Mr. Francis Flanagan Carroll (“Mr. Carroll”), aged 61, is
our senior vice president. Mr. Carroll is primarily responsible
strategic
planning and sales and marketing development of our Group
in North America.

for supervising overall operations, management,

Mr. Carroll brings a wealth of knowledge and relational
capital as a Power Tool Industry veteran with over 30 years of
experience. Mr. Carroll joined our Group in January 2024 and
has served as the Chief Executive Officer of Chervon NA since
January 2025. Prior to joining our Group, Mr. Carroll served as
President & CEO of Broan-NuTone from 2017 to 2022, worked
in GMM Ace Hardware from 2013 to 2017, served as President
of Knaack/Weatherguard from 2011 to 2013 and held several
corporate management positions at Robert Bosch Tool
Corporation including President of Bosch Tools and President
of Dremel/Rotary Tool business unit from 2003-2011.

Mr. Carroll obtained his Bachelor of Science degree in
marketing from Northern lllinois University in the U.S. in
1987 as well as a Master of Business Administration from
Northwestern University’'s Kellogg Graduate School of
Management in the U.S. in 2001.

Ralf Haefele (“Mr. Haefele”), 60, is our Managing Director
for FLEX. Mr. Haefele is primarily responsible for overseeing
overall operations, management, strategic planning, and sales
and marketing development for FLEX brand products.

Mr. Haefele joined our Group in June 2019 as Chief Sales
Officer of FLEX Elektrowerkzeuge GmbH, where he was
responsible for sales and marketing. Since June 2025,
Mr. Haefele has served as Managing Director of FLEX
Elektrowerkzeuge GmbH and Managing Director of Flex
Geschaftsfuhrung GmbH. Prior to joining our Group, Mr.
Haefele served as Managing Director at Fischer from 2017
to 2018, as Managing Director at TTI from 2005 to 2016, as
Managing Director at Protool from 2001 to 2005. Mr. Haefele
has over 20 years of experience in the power tools industry.

Mr. Haefele holds a degree in business administration. He
also completed an executive education program at Harvard
Business School. Mr. Haefele has been a member of the Board
of the European Power Tool Association (EPTA) since 2026
and was elected Vice President of the German Electrical and
Electronic Manufacturers’ Association (ZVEI) in 2026.

*

For identification purposes only
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EEZNEHREEEBREFS

JOINT COMPANY SECRETARIES

Mr. Hu Yian (#30%) was appointed as one of the joint
company secretaries of our Company on August 4, 2021,
which took effect on the same day.

For biographical details of Mr. Hu, please see “—Senior
Management” in this section.

Ms. Lai Siu Kuen (22 18) (“Ms. Lai) was appointed as one
of the joint company secretaries of the Company on June 30,
2025, which took effect on the same day.

Ms. Lai is a director of the company secretarial services of
Tricor Services Limited, a global professional services provider
specializing in integrated business, corporate and investor
services. She has over 26 years of experience in the corporate
secretarial field. She is a fellow member of both The Hong
Kong Chartered Governance Institute and The Chartered
Governance Institute in the United Kingdom.
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The Board is pleased to present this Annual Report and the
audited consolidated financial statements of the Group for
the Reporting Period. All references in this section to other
sections, parts of or notes in this Annual Report, form part of
this Directors’ Report section.

GLOBAL OFFERING

The Company was incorporated in Hong Kong as a private
company with limited liability under the predecessor ordinance
of the Companies Ordinance (which was in force from time
to time before March 3, 2014) on February 19, 1999, the
shares of which (the “Shares”) were listed on the Main
Board of The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”) on December 30, 2021 (the “Listing
Date”). The prospectus of the Company dated December 17,
2021 (“Prospectus”) has been published on the websites of
the Stock Exchange (www.hkexnews.hk) and the Company
(https://global.chervongroup.com).

PRINCIPAL BUSINESS

The Company is an investment holding company. The
Group is principally engaged in researching, developing,
manufacturing, testing, sales, and after-sale services for power
tools, outdoor power equipment and related products. Analysis
of the principal activities of the Group during the Reporting
Period is set out in note 4 to the consolidated financial
statements.

BUSINESS REVIEW

A fair review of the business of the Group and a discussion
and analysis of the Group’s performance during the Reporting
Period are set out in the sections headed “Chairman’s
Statement” on pages 6 to 7 and “Management Discussion and
Analysis” on pages 8 to 25 of this Annual Report.

An account of the Group’s key relationships with its key
stakeholders is provided in the section headed “Chairman’s
Statements” on pages 6 to 7 of this Annual Report and
“—Relationship with Stakeholders” under this section. An
analysis of the Group’s performance during the Reporting
Period using financial key performance indicators is set out
in the section headed “Financial Summary” on page 5 and
“Management Discussion and Analysis” on pages 8 to 25 of
this Annual Report.
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Compliance with Laws and Regulations

During the Reporting Period, as far as the Board is aware, the
Group has complied with the relevant laws and regulations that
have a significant impact on the Group in all material aspects.

Principal Risks and Uncertainties

The Directors are aware that the Group’s financial condition,
results of operations, businesses and prospects may be
affected by a number of risks and uncertainties. The key
risks and uncertainties identified by the Group are set out as
follows:

Principal Risks and Uncertainties Relating to the Industry and
Overall Economy

° Unfavorable economic and geopolitical conditions in
the markets in which we operate, such as the trade
tensions between China and the United States, may
adversely affect our sales.

. We face active competition and resulting pricing
pressures, and we may not be able to compete
effectively against current and future competitors.

° Competitor innovations, customer and end-user
preferences and production and market conditions in
the power tools and OPE industry may change rapidly,
and we may not be able to sufficiently and promptly
respond to such changes.

Principal Risks and Uncertainties Relating to Our Products

. Changes in customer and end-user preferences,
inability to maintain mutually beneficial relationships
with large customers, inventory reductions by
customers and inability to penetrate new channels of
distribution could adversely affect our business.

° The inability to develop and introduce new products
at favorable margins, or low customer demand for new
products, could adversely impact our business.

° Unsatisfactory performance of or defects in our
products may harm our reputation, lead to product
returns or recalls and subject us to significant product
liability litigations.
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o Any mishandling of our battery cells and battery packs
may cause safety accidents and disruptions to the
operation of our facilities.

o We may fail to maintain our brand position among our
targeted end-user groups, and market perception and
end-user acceptance of our brands may suffer.

o We are subject to various regulatory and
customer-imposed guidelines and may not be
successful in maintaining an effective quality control
system.

Principal Risks and Uncertainties Relating to Our Operations

. Our business depends in part on our ability to protect
our intellectual property rights and operate without
infringing on the rights of third parties.

o Our business depends on third-party suppliers to meet
our requirements for high-quality production and timely
delivery of raw materials and components.

° Our manufacturing capabilities depend on labor supply
and middle management, and we may not be able to
recruit, train and retain qualified personnel or maintain
a sufficient workforce.

° Our distributors may engage in misconduct or other
improper activities, as a result of which, we may be
exposed to regulatory investigations, penalties or other
negative consequences.

Principal Risks and Uncertainties Relating to Our Financial
Condlition

o We may not be able to obtain adequate financing on
commercially reasonable terms on a timely basis, or at
all, and any debt financing may contain covenants that
restrict our business or operations.

o We may not achieve optimal results in future
acquisitions, investments, partnerships or new
businesses, or may encounter difficulties in integrating
and developing the acquired assets or investments
successfully.

o Changes in taxation on our business may materially and
adversely affect our business, financial condition and
results of operations.
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Principal Risks and Uncertainties Relating to Regulatory
Compliance

We may not be able to obtain, maintain and renew
various permits, licenses, certificates, consents and
other approvals from administrative authorities.

Failure in complying with quotas, duties, tariffs or other
restrictions on imports and exports may expose us to
increased costs and delay the transportation of our
products to market.

We are subject to national and local environmental and
health and safety directives, laws and regulations, and
the violation of which may materially and adversely
affect our business, results of operations and financial
condition.

Principal Risks and Uncertainties Relating to Doing Business in
the PRC

The economic, political and social conditions in China,
as well as government policies, laws and regulations,
could affect our business, financial conditions and
results of operations.

Uncertainties with respect to the PRC legal system
could limit the legal protections available to us and
any litigation in China may be protracted and result in
substantial costs and diversion of our resources and
management attention.

Fluctuations in the value of the RMB and the PRC
government’s control over foreign currency conversion
may adversely affect our business and results of
operations.

For details regarding the Company’s risk management system,
please refer to the section headed “Risk Management and
Internal Control” in the Corporate Governance Report on
pages 89 to 91 of this Annual Report.
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ENVIRONMENTAL POLICIES AND PERFORMANCE

The Board is responsible for evaluating and managing
material ESG issues. Company management is responsible for
developing the Company’s ESG strategy, policy and reporting,
including assessing and managing climate-related risks, with
oversight provided by the Board. For environmental matters,
our Environmental, Health and Safety (“EHS”) department
and equipment management department are responsible
for managing environmental and climate-related risks
arising from our business operations. The EHS department
identifies key environmental factors, establishes operational
control requirements and procedures and conducts relevant
monitoring and inspections. The EHS department also reviews
and updates the operational control procedures on an annual
basis in accordance with changes to key environmental
factors, applicable laws and regulations and compliance
assessments.

During the Reporting Period, we had not been subject to
any material fines or other penalties due to non-compliance
in relation to environmental protection laws and regulations
that had a material adverse impact on our operations and,
so far as our Directors are aware after making all reasonable
enquiries, there was no threatened or pending action by any
environmental government authorities in respect thereof.

For details of the Company’s environmental policies
and performance, please refer to the Company’s 2025
Environmental, Social and Governance Report.

ENVIRONMENTAL, SOCIAL AND GOVERNANCE
REPORT

During the Reporting Period, the Group has complied with the
“comply or explain” provisions in the Environmental, Social
and Governance Reporting Guide as set out in Appendix C2
to the Rules Governing the Listing of Securities on The Stock
Exchange (the “Listing Rules”).

Further details of the Group’s ESG matters including
environmental policies and performance are set out in the
Company’s 2025 Environmental, Social and Governance
Report.
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MAJOR CUSTOMERS AND SUPPLIERS

For the year ended December 31, 2025, the Group’s
largest customer and five largest customers accounted for
approximately 34.6% and 58.0% (2024: 39.1% and 63.3%)
respectively of the Group’s total revenue; and the Group's
largest supplier and five largest suppliers accounted for
approximately 4.3% and 14.6% respectively of the Group's
total purchases (2024: 9.6% and 23.1%).

As far as the Directors are aware, none of the Directors, their
associates or any Shareholders who owned more than 5% of
the Company's share capital had any interest in the five largest
customers or suppliers of the Group.

RESULTS

The results of the Group for the Reporting Period are set out
in the consolidated financial statement on page 106 of this
Annual Report.

FINAL DIVIDEND

The Board has recommended the payment of a final dividend
of US$0.0573 per ordinary share (equivalent to HK$0.4469
per ordinary share) for the year ended December 31, 2025
(2024: US$0.0802, equivalent to HK$0.6258). This proposed
final dividend is subject to the approval of the Shareholders
at the annual general meeting of the Company (the “AGM”) to
be held on Monday, May 18, 2026, and the final dividend is
expected to be payable on or before Monday, June 8, 2026 to
those Shareholders whose names appear on the Company’s
register of members as of Tuesday, May 26, 2026.
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SPECIAL DIVIDEND

A special dividend of HK$1.1905 per ordinary share was
approved by the Shareholders on May 22, 2025 and paid on
June 12, 2025.

CLOSURE OF REGISTER OF MEMBERS/RECORD
DATE

The register of members of the Company will be closed
from Wednesday, May 13, 2026 to Monday, May 18, 2026,
both days inclusive, in order to determine the identity of the
Shareholders who are entitled to attend the AGM, during which
period no share transfers will be registered. To be eligible
to attend the AGM, all transfer forms accompanied by the
relevant share certificates must be lodged for registration
with the Company’s share registrar, Tricor Investor Services
Limited, at 17/F, Far East Finance Centre, 16 Harcourt Road,
Hong Kong before 4:30 p.m. on Tuesday, May 12, 2026.

Record date for determining the entitlement of the
Shareholders to the final dividend (if approved by the
Shareholders in the AGM) is Tuesday, May 26, 2026. To qualify
for the final dividend, all transfers forms accompanied by the
relevant share certificates must be lodged for registration
with the Company’s share registrar, Tricor Investor Services
Limited, at 17/F, Far East Finance Centre, 16 Harcourt Road,
Hong Kong before 4:30 p.m. on Thursday, May 21, 2026.
The register of members of the Company will be closed from
Friday, May 22, 2026 to Tuesday, May 26, 2026, both days
inclusive, on which dates no share transfers will be registered.
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DIVIDEND POLICY

Pursuant to the dividend policy adopted by the Company (the
“Dividend Policy”), the declaration of dividends is subject to
the discretion of the Board, and, if necessary, the approval of
the Shareholders. In considering the declaration and payment
of dividends, the Board shall take into account the Group’s
results of operations, cash flows, financial condition, statutory
and regulatory restrictions on the payment of dividends by
the Company, the Company’s capital requirements, future
business plans and prospects and any other factors that the
Board may consider relevant. Any declaration and payment,
as well as the amount, of any dividend will also be subject to
the articles of association of the Company (the “Articles of
Association”) and all applicable laws and regulations. The
Directors may reassess the Dividend Policy from time to time.

FINANCIAL SUMMARY

A summary of the results and the assets and liabilities of the
Group for the last five financial years is set out on page 5 of
this Annual Report. The summary does not form part of the
audited consolidated financial statements.

BANK BORROWINGS

Details of the bank borrowings of the Group for the year ended
December 31, 2025 are set out in note 23 to the consolidated
financial statements.
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USE OF NET PROCEEDS FROM GLOBAL
OFFERING

The Company received net proceeds (after deduction of
underwriting commissions and related costs and expenses)
from its global offering completed in December 2021,
including the full exercise of the over-allotment option, of
approximately HK$3,470.1 million (the “2021 Net Proceeds”).
As of December 31, 2024, we have utilized all of the IPO
Proceeds.

SUBSIDIARIES

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

PROPERTY, PLANT AND EQUIPMENT

During the Reporting Period, the Group continued to expand
its business and spent approximately US$59.9 million on
property, plant and equipment. Details of the movements in
the property, plant and equipment of the Group during the
Reporting Period are set out in note 12 to the consolidated
financial statements.
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SHARE CAPITAL

As of December 31, 2025, the Company’s total number of
issued Shares was 511,053,811. Details of movements in the
Company’s share capital during the Reporting Period are set
out in note 32(c) to the consolidated financial statements.

EQUITY-LINKED AGREEMENT

There was no equity-linked agreement entered into by the
Company or any of its subsidiaries during the Reporting Period
or subsisted as of December 31, 2025.

RESERVES

Details of the movements in the reserves of the Company and
the Group during Reporting Period are set out in note 32(a) to
the consolidated financial statements.

DISTRIBUTABLE RESERVES

The Company's reserves available for distribution to the
Shareholders as of December 31, 2025 amounted to US$211.4
million (2024: US$139.4 million). Details of the reserves of
the Company available for distribution to the Shareholders
as of December 31, 2025 are set out in note 32(a) to the
consolidated financial statements.

DEBENTURE ISSUED

The Group did not issue any debenture during the Reporting
Period.

PURCHASE, SALE OR REDEMPTION OF THE
LISTED SECURITIES

During the Reporting Period, neither the Company nor any of
its subsidiaries has purchased, redeemed or sold any of the
Company'’s listed securities.

DONATIONS

During the Reporting Period, approximately RMB2.5 million
charitable donations were made by the Group (2024: RMB3.2
million).
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DIRECTORS

The directors of the Company and its subsidiaries during the
Reporting Period and as of the date of this Annual Report are:

Directors of the Company:
Executive Directors

Mr. Pan Longquan (Chairman, Chief Executive Officer)
Ms. Zhang Tong

Mr. Ke Zugian

Mr. Michael John Clancy

Independent Non-Executive Directors

Dr. Li Minghui

Mr. Jiang Li

Dr. Fan Hao (appointed on February 4, 2026)
Mr. Tian Ming (resigned on November 28, 2025)

Directors of the subsidiaries of the Company:
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The following directors have served on the board of the #Z2025%12831H @ UTEERAEAR AIKE
subsidiaries of the Company as of December 31, 2025 AMEEEEH
Place of

Name of Subsidiaries Incorporation
MEARER NG Ave: ) Name of Directors E=EB
Chervon (HK) Limited Hong Kong Mr. Pan Longquan ERREE
RIE(HE)BERAT B Chervon Holdings Limited REZFRBR AT

Ms. Zhang Tong Rzt

Mr. Ke Zugian fE R &

Mr. Cheng Hong Kei B
Chervon Overseas Holdings Limited  Hong Kong Mr. Pan Longquan EREREE
RIEBIMNEREBR AT B Ms. Zhang Tong Rt

Mr. Ke Zugian TR E
Chervon (China) Trading Co., Ltd PRC Mr. Pan Longquan EREREE
R (PE)ESERDA FE Ms. Zhang Tong Rzt

Mr. Hu Yian BAA R S
Chervon (China) Tools Sales Co., Ltd PRC Mr. Pan Longquan ERREE
RIE(PE) TEHEERAT FE
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Place of
Name of Subsidiaries Incorporation
o)== NS ST Ave: ) Name of Directors EEEB
Chervon Industry Co., Ltd PRC Mr. Pan Longquan ERRLE
REREBRAT HE Ms. Zhang Tong Rzt
Mr. Ke Zugian fE R &
Mr. Hu Yian BRA % 5t
Chervon Industry (Vietnam) Co. Ltd  Vietnam Mr. Ke Zugian AR E
REEHE (M) GRAE H Mr. Li Ang EREE
Chervon North America Inc. us Ms. Zhang Tong b2
xH Mr. Frank Carroll Frank Carroll %t 4
Mr. Wang Bin Wang Bin%t £
Chervon Canada Inc. Canada Mr. Pan Longquan ERREE
mnex Ms. Zhang Tong b

Chervon Europe Ltd

EGO Europe GmbH

Chervon Australia Pty

Chervon NZ Subsidiary Limited

Flex Geschéftsfihrungs GmbH

Flex Verwaltungs GmbH & Co KG
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Mr.
Mr.

. Gerald Beaudrie Il

. Pan Longquan
. Zhang Tong
. Peter John Melrose

. Peter John Melrose
. Axel Stemmer

. Pan Longquan
. Ng Paul King-Por

. ASHBY, Richard Charles
. Pan Longquan
. Zhang Tong

. Ke Zugian
. Ralf Haefele

Ke Zugian
Ralf Haefele

Gerald Beaudrie 1154

BEREE
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Peter John Melrose %t 4

Peter John Melrose 4
Axel Stemmer 4t
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Ng Paul King-Por%t 4
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Place of

Name of Subsidiaries Incorporation

MEARER NG Ave: ) Name of Directors E=EB

FLEX Elektrowerkzeuge GmbH Germany Mr. Ralf Haefele Ralf Haefele st &£
e

FLEX Power Tools BVBA Belgium Mr. Robert Charles de Koning Robert Charles de Koning %t &
el Flex Elektrowerkzeuge GmbH Flex Elektrowerkzeuge GmbH

FLEX Power Tools B.V.

FLEX Elektronaradi, s.r.o

FLEX ltalia S.r.|

FLEX Electroportatif Machines et

Accessoires-FEMA

Flex Power Tools Limited

Flex Power Tools Middle East Fzco

SKIL B.V.

Chervon GmbH

Netherlands

ol

The Czech Republic
P HAE

Italy
BARA

France

EE

United Kingdom
]

United Arab Emirate
FARE S RE

Netherlands

o

Germany
=

FLEX Elektrowerkzeuge GmbH
Mr. Robert Charles de Koning

Mr. Ralf Haefele
Mr. Jan Skala

Mr. Ralf Haefele
Mr. Stefano Galdabino

Mr. Ralf Haefele
Mr. Philippe Bayet

Mr. Ralf Haefele
Ms. Liesl Nathalie Lowes

Mr. Ralf Haefele
Mr. Chadi Kachmar

Mr. Pan Longquan
Mr. Peter John Melrose
Chervon (HK) Itd

Mr. Pan Longquan
Zhang Tong

FLEX Elektrowerkzeuge GmbH
Robert Charles de Koning %t £

Ralf Haefele £ 4
Jan Skala%t 4

Ralf Haefele e 4
Stefano Galdabino %t 4

Ralf Haefele £ 4
Philippe Bayetst &

Ralf Haefele e 4
Liesl Nathalie LowesZ £

Ralf Haefele £ 4
Chadi Kachmar % &

BRERLE
Peter John Melroset 4
RIE(FE)BRAR

ERRREL
R L
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Place of
Name of Subsidiaries Incorporation
o)== NS ST Ave: ) Name of Directors EEEB
FLEX Scandinavia Aktiebolag Sweden Mr. Fredrik Carl Ake Sandberg Fredrik Carl Ake Sandberg%: 4
I Mr. Ralf Haefele Ralf Haefele st 4
Mr. Peter John Melrose Peter John Melrose st 4
CHERVON NORWAY AS Norway Mr. Fredrik Carl Ake Sandberg Fredrik Carl Ake Sandberg %t £
e Mr. Ralf Haefele Ralf Haefele st 4

Stierman De Leeuw B.V. Netherlands

EGO Europe GmbH

EGO Europe GmbH

=]

1] 3]

In accordance with article 111 of the Articles of Association,
Mr. Ke Zugian, Mr. Jiang Li and Mr. Michael John Clancy
will retire by rotation and, being eligible, offer themselves for
re-election at the forthcoming AGM of the Company.

The Company has not received any notice in writing specifying
that the resignation or refusal to stand for election is due
to reasons relating to the affairs of the Company from the
Directors.

The particulars of Directors who are subject to re-election
at the forthcoming AGM are set out in the circular to our
Shareholders dated April 24, 2026.

CONFIRMATION OF INDEPENDENCE FROM THE
INDEPENDENT NON-EXECUTIVE DIRECTORS

The Company has reviewed the independence of each
independent non-executive Director in accordance with
Rule 3.13 of the Listing Rules. The Company considers all

independent non-executive Directors to be independent as of
the date of this Annual Report.

DIRECTORS’ AND SENIOR MANAGEMENT’S
BIOGRAPHIES

Biographical details of the Directors and the senior
management of the Group are set out on pages 26 to 35 of
this Annual Report.
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CHANGES TO DIRECTORS’ INFORMATION

Save as disclosed in this Annual Report, there are no changes
to any information required to be disclosed in relation to
any Director pursuant to paragraphs (a) to (e) and (g) under
Rule 13.51(2) of the Listing Rules since the publication of the
Company'’s Interim Report dated September 24, 2025.

DIRECTORS’ SERVICE CONTRACTS AND
LETTERS OF APPOINTMENTS

Each of the executive Directors has entered into a service
contract with the Company on December 8, 2021, and the
Company has issued letters of appointment to each of the
independent non-executive Directors. The service contracts
with each of the executive Directors is for an initial fixed term
of three years commencing from December 8, 2021, which
may be automatically renewed for successive periods of three
years until termination. The letter of appointment with each of
the independent non-executive Directors is for an initial fixed
term of three years commencing from the December 8, 2021,
which was renewed on December 8, 2024 for a term of three
years. The service contract and the letters of appointment
are subject to termination in accordance with their respective
terms, and may be renewed in accordance with the Articles of
Association and the applicable Listing Rules.

Save as disclosed above, none of the Directors has entered,
or has proposed to enter, a service contract with any member
of the Group (other than contracts expiring or determinable
by the employer within one year without the payment of
compensation (other than statutory compensation)).

EMOLUMENT POLICY

The Remuneration Committee was set up for reviewing the
Group’s emolument policy and structure of the Directors and
senior management of the Group, having regard to the Group’s
operating results, individual performance of the Directors and
senior management and comparable market practices.

Details of the emoluments of the Directors and the five highest
paid individuals during the Reporting Period are set out in
notes 8 and 9 to the consolidated financial statements.
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RETIREMENT AND EMPLOYEE BENEFITS
SCHEME

Details of the retirement and employee benefits scheme of
the Company are set out in note 6(b) and note 31 to the
consolidated financial statements.

DIRECTORS’ AND CHIEF EXECUTIVE’S
INTERESTS AND SHORT POSITIONS IN SHARES,
UNDERLYING SHARES AND DEBENTURES

As of December 31, 2025, the interests or short positions of
each Director of the Board or chief executive of the Company
in the shares, underlying shares or debentures of the Company
or any of its associated corporations (within the meaning of
Part XV of the Securities and Futures Ordinance (Chapter 571
of the Laws of Hong Kong) (the “SFO”) which were required to
be notified to the Company and the Stock Exchange pursuant
to Divisions 7 and 8 of Part XV of the SFO (including the
interests and short positions which were taken or deemed
to have under such provisions of the SFO), or which were
recorded in the register required to be kept by the Company
pursuant to section 352 of the SFO or which were required to
be notified to the Company and the Stock Exchange pursuant
to the Model Code for Securities Transactions by Directors of
Listed Issuers (the “Model Code”) are as follows:

(i) Interest in our Company

R ESEFE

ARRRKEEERMG B FBEHNERA M B R
FRMTFE6(b) R MIEE3T -

ESRBRSTHRABRRSG - HBEKRORE
BEZESRAR

HZE2025412A318  EEEKEETNARFR
BITBRABRARBI K EE AR EZE (TR EEE
EREST1EFHLBEGEN ([FHRBEMREG )
EXVER) PR - BEARGOSEEEFHREREE
H R HAEEPIEXVEBET7 R8N BBME AR A7) M Bt
REMEm KRB (BREBIEES EGNE B %
NHWEESN R BREBNER AR » LR AR
BIRBES NG EI52GBFEEN S LMK
RIEFMETAZESETESFIHOZESTA ([E
A ) ANEARRE LB ZATOEZR AR D
T~

(i) RELXFWER

Approximate
percentage of
shareholding

Nature of interest Number of shares™ interest®
Name of Director EEHH ERME gvig - 4=1 RESLOEI L
Mr. Pan® EIE® Interest in controlled corporation 260,226,344 (L) 50.92%
Ry EE
Ms. Zhang® sRAL @ Interest in controlled corporation 97,637,750 (L) 19.11%
ZEEEE S
Mr. Ke® fa] g £ ©) Interest in controlled corporation 27,118,822 (L) 531%

XA S
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Notes:

The letter “L” denotes the person’s long position in such
shares of the Company.

As of December 31, 2025, the total number of issued
Shares was 511,053,811.

These shares are held by Panmercy Holdings Limited
(“Panmercy”), which is wholly owned by Mr. Pan, who is
also a director of Panmercy.

These shares are held by Green Hope Limited (“Green
Hope”), which is wholly owned by Ms. Zhang, who is also a
director of Green Hope.

These shares are held by Klamm Limited (“Klamm”), which
is wholly owned by Mr. Ke, who is also a director of Klamm.
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(ii)  Interest in our associated corporations (i) REBEERHER
Approximate
percentage of
shareholding
Name of Nature of interest Name of the associated corporation/subsidiary interest
director ESEW  BEME BEEE/ WEATER RESNEDL
Mr. Pan ERE Interest in controlled corporation Chervon Global 66.72%
REEERR
Chervon Assets Management Holdings Limited 85.00%
Chervon Investment Limited 100.00%
Chervon Capital Management Limited 100.00%
Chervon Assets Holdings Limited 100.00%
Chervon (Nanjing) Management Services Co., Ltd.* 100.00%
(RE(@R)ERRBEERAT) (“‘Chervon Management Services')
RE(FR)EERBERAR ([ REERRE )
Chervon International Trading 85.00%
(AT EERESERAR)
HRFEEREFERAE
Nanjing Jiuhao Electromechanical Industry Co., Ltd. 100.00%
ARAEREEEERAA
Chervon Precision Technology Holdings Company Limited 100.00%
(“Chervon Precision Technology”)
RERERIERARAA ([ RERRHIG])
Chervon China Investment * 100.00%
(RE(PE)REBRAA)
RI& (B REERAR
Chervon Auto Precision Technology 44.44%
(ARFERERERMRAARRA)
HRREAERTRIRNERRAO
Chervon Auto Precision Technology (Europe) Limited Liability Company 100.00%
RERERTR (BN BRAR
Chervon Auto Precision Technology (Anhui) Co., Ltd. * 100.00%

(RETERTRM (LR KHERAF) (‘Chervon Anhui’)
RERERTR (ZH) RONERAE ([RERE])
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Approximate
percentage of
shareholding
Name of Nature of interest Name of the associated corporation/subsidiary interest
director ~ EZEB  ERiE BHEE/ WEAREE RERNE AL
Ms. Zhang  ®XL Interest in controlled corporation Chervon Global 24.66%
REEERR
Chervon Assets Management Holdings Limited 85.00%
Chervon Investment Limited 100.00%
Chervon Capital Management Limited 100.00%
Chervon Assets Holdings Limited 100.00%
Chervon Management Services 100.00%
REERRY
Chervon International Trading 85.00%
REARES
Jiuhao Electromechanical 100.00%
Chervon Precision Technology 100.00%
RERERM
Chervon China Investment 100.00%
RE(HE)RE
Chervon Auto Precision Technology®® 37.43%
REERTHIT
Chervon Auto Precision Technology (Europe) Limited Liability Company 100.00%
RESERTH (BN BRAA
Chervon Anhui 100.00%
REZH
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EEEWE
Approximate
percentage of
shareholding
Name of Nature of interest Name of the associated corporation/subsidiary interest
director ~ EZEB  ERiE BELE/ WEARDEE RERNE AL
Mr. Ke {Epie Interest in controlled corporation ~ Chervon Global 6.85%
REEERR
Chervon Assets Management Holdings Limited 85.00%
Chervon Investment Limited 100.00%
Chervon Capital Management Limited 100.00%
Chervon Assets Holdings Limited 100.00%
Chervon Management Services 100.00%
REERRE
Chervon International Trading 85.00%
REARES
Jiuhao Electromechanical 100.00%
Chervon Precision Technology 100.00%
RERERN
Chervon China Investment 100.00%
RE(HE)RE
Chervon Auto Precision Technology® 37.43%
RESERTHITO
Chervon Auto Precision Technology (Europe) Limited Liability Company 100.00%
RERERTR BN BRAR
Chervon Anhui 100.00%

RERR

For identification purposes only

(1) 44.44% interest in Chervon Auto Precision Technology is
indirectly held through Panmercy, Chervon Global, Chervon
Precision Technology and Chervon China Investment.

(2) 37.43% interest in Chervon Auto Precision Technology
is indirectly held through Green Hope, Chervon Global,
Chervon Precision Technology and Chervon China
Investment.

(3) 37.43% interest in Chervon Auto Precision Technology is
indirectly held through Klamm, Chervon Global, Chervon
Precision Technology and Chervon China Investment.
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Save as disclosed above, as of December 31, 2025, none of
the Directors and the chief executives of the Company had
or were deemed to have any interest or short position in the
shares, underlying shares or debentures of the Company or
its associated corporations (within the meaning of Part XV of
the SFO), which were required to be notified to the Company
under Divisions 7 and 8 of Part XV of the SFO or recorded in
the register required to be kept by the Company pursuant to
Section 352 of the SFO or otherwise notified to the Company
and the Stock Exchange pursuant to the Model Code.

SUBSTANTIAL SHAREHOLDERS’ AND OTHER
PERSONS’ INTERESTS AND SHORT POSITIONS IN
SHARES AND UNDERLYING SHARES

As of December 31, 2025, to the best knowledge of the
Directors, the following persons (other than the Directors or
the chief executive of the Company) have interests or short
positions in the shares or underlying shares of the Company
which were recorded in the register required to be kept by
the Company under section 336 of the SFO or which were
required to be disclosed to the Company under the provisions
of Divisions 2 and 3 of Part XV of the SFO:
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ARRRBEGENECMOERIOAE  IRIEE
H R EREEPIEXVE S 2 K35 SR AR AR A
WEMERAE

Approximate
percentage of

Name of Nature of interest Number of shares™ interest®
shareholder BREER ERMEE BROHEBE®O HERBHNEIE
Panmercy® =8 Beneficial owner 260,226,344 (L) 50.92%
BEmEBA
Green Hope® 235 Beneficial owner 97,637,750 (L) 19.11%
BB A
China Minsheng HBIR4IRTT Interest in controlled corporation 41,940,000 (L) 8.21%
Banking Corp. BHBRAFO ZIELEER
Ltd.®
Klamm(®) TA® Beneficial owner 27,118,822 (L) 5.31%

EamEBA
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Notes:

The letter “L” denotes the person’s long position in such
shares of the Company.

As of December 31, 2025, the Company’s total number of
issued Shares was 511,053,811.

Panmercy is wholly owned by Mr. Pan, who is also a
director of Panmercy.

97,637,750 Shares are held by Green Hope, which is
wholly owned by Ms. Zhang, who is also a director of
Green Hope.

China Minsheng Banking Corp. Ltd. is interested in the
shares through CMBC International Holdings Limited and
CMBC International Investment (HK) Limited, its wholly
owned subsidiaries.

Klamm is wholly owned by Mr. Ke, who is also a director of
Klamm.

Save as disclosed above, as of December 31, 2025, the
Directors were not aware of any persons (who were not
Directors or chief executive of the Company) who had interests
or short positions in the Shares or underlying Shares which
would fall to be disclosed to the Company under the provisions
of Divisions 2 and 3 of Part XV of the SFO, or which would be
required, pursuant to Section 336 of the SFO, to be entered in
the register referred to therein.
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RELATIONSHIP WITH STAKEHOLDERS

The Group considers investors, employees, suppliers, society,
peers, governments and clients as its key stakeholders. It is
committed to building diversified, streamlined mechanisms
for communicating with such key stakeholders. Please refer to
the Company’'s 2025 Environmental, Social and Governance
Report for further details.

RELATED PARTY TRANSACTIONS AND
CONNECTED TRANSACTIONS

We set out below a summary of the connected transactions
conducted by the Group during the Reporting Period.

Continuing Connected Transactions Fully Exempt from
the Reporting, Annual Review, Announcement and
Independent Shareholders’ Approval Requirements

We set out below a brief summary of the continuing connected
transactions fully exempt from the reporting, annual review,
announcement and independent shareholder’s approval
requirements conducted by the Group during the Reporting
Period.
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Connected Persons of the Company

We have entered into certain transactions that will constitute

K REIEEA L
BPERTIETRS  RIBELHRAFE14A311

continuing connected transactions under Rule 14A.31 of the REXFBERLITREXREBEBERS - ZE5XH

Listing Rules upon Listing. Those transactions are entered into

TYERTHIREA L R EBE AR

with the following connected persons and their associates:

Connected person
BEAL

Connected Relationship

BAE R %

Chervon Auto Precision Technology

R T REE B

Cheng & Cheng Corporate Services

Limited (“Cheng & Cheng”)

ERewERBAR AR ([EE))

Cheng & Cheng Taxation Services
Limited (“Cheng & Cheng Taxation”)

BB ER AR ([EEBH])

Chervon Auto Precision Technology is owned as to 37.43% by
Chervon Precision Technology, which is an indirect subsidiary
of Panmercy. As such, Chervon Auto Precision Technology is an
associate of Panmercy and therefore our connected person under
Rule 14A.13(3) of the Listing Rules.
RERERTRMAZENREZENE AR RERSTHRMERI7.43%
B o AUt REAEBERMABENBEAN - SRE ETHRAUE
14A 133 I BB MABEEAL -

Cheng & Cheng is owned as to 50% by Mr. Cheng Hong Kei (555
) and 50% by his spouse. Cheng & Cheng is an associate of Mr,
Cheng Hong Kei, a director of Chervon (HK) Limited, and therefore
our connected person under Rule 14A.12(1)(c) of the Listing Rules.
EEEMBREHEALE R ER B RIEE50% M50%Ea o EiEARIE (FF)
ERAREZERELENBEA - BUIRE EWHENE14A12(1) ()R
HMHEEEAL -

Cheng & Cheng Taxation is owned as to 50% by Mr. Cheng Hong
Kei (EEEHL) and 50% by his spouse. Cheng & Cheng Taxation is an
associate of Mr. Cheng Hong Kei, a director of Chervon (HK) Limited,
and therefore our connected person under Rule 14A.12(1)(c) of the
Listing Rules.

B R EREEERERED RIERS50% N50% A  EEH B
RRE(BBE)ERAGDEFTSEHALENBEA WREBELTHRUE
14A12(1)(c) R PIERBEE A L -
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Nanjing Chervon Auto Precision Technology Factory
Lease. During the Reporting Period, Nanjing Chervon
Industry, a wholly-owned subsidiary of the Company
(as lessor) performed under a lease agreement with
Chervon Auto Precision Technology (the “Nanjing
Chervon Auto Precision Technology Factory Lease”),
pursuant to which Nanjing Chervon Industry leased to
Chervon Auto Precision Technology (as lessee) part
of its factory of an area of approximately 7,654.22 m?
located at No. 159 Jiangjun Avenue, Jiangning District,
Nanjing, the PRC. The transactions under the Nanjing
Chervon Auto Precision Technology Factory Lease
constitute de minimis transactions and are exempt
from the reporting, announcement, annual review and
independent shareholders’ approval requirements
under Chapter 14A of the Listing Rules.

Utilities Payment Agreement. During the Reporting
Period, Nanjing Chervon Industry, a wholly-owned
subsidiary of the Company, performed under a utilities
payment agreement with Chervon Auto Precision
Technology (the “Utilities Payment Agreement”),
pursuant to which Nanjing Chervon Industry procured
supply of water and electricity services in respect of the
Factory for the operations of Chervon Auto Precision
Technology. Given that (1) the utilities supply services
is a “consumer service” and (2) the use of the water
and electricity supply services is on normal commercial
terms in our ordinary and usual course of business,
the payment for water and electricity utilities charges
under the Utilities Payment Agreement on an at-cost
basis is fully exempt from the reporting, announcement
and independent shareholders’ approval requirements
under Rule 14A.97 of the Listing Rules.
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Company Secretarial Services Agreement and
Tax Compliance Services Agreement. During the
Reporting Period, the Company performed under a
company secretarial services agreement with Cheng
& Cheng (the “Company Secretarial Services
Agreement”), pursuant to which Cheng & Cheng
provided company secretarial services, custody
of company records and act as the designated
representative of certain of the Company’s subsidiaries.
The Company also performed under a tax compliance
services agreement with Cheng & Cheng Taxation (the
“Tax Compliance Services Agreement’), pursuant to
which Cheng & Cheng Taxation provided routine tax
compliance services and prepare profits tax returns
and tax computations to Company and certain of its
subsidiaries. The transactions under the Company
Secretarial Services Agreement and Tax Compliance
Services Agreement, when aggregated, constitute de
minimis transactions and are exempt from the reporting,
announcement, annual review and independent
shareholders’ approval requirements under Chapter
14A of the Listing Rules.

Details of the related party transactions undertaken in the
normal course of business are provided under note 37 to
the consolidated financial statements. Save as disclosed in
note 37 to the consolidated financial statements, pursuant to
Chapter 14A of the Listing Rules, none of such related party
transactions constitutes a connected transaction or continuing
connected transaction (as the case may be).
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DIRECTORS’ AND CONTROLLING SHAREHOLDERS’
INTERESTS IN TRANSACTIONS, ARRANGEMENTS
OR CONTRACTS OF SIGNIFICANCE

Save as the related party transactions as disclosed in
note 37 to the consolidated financial statements and the
section headed “Related Party Transactions and Connected
Transactions” in this Annual Report, no transactions,
arrangements or contracts of significance to which the
Company or any of its subsidiaries was a party and in which
a Director and/or any of its connected entity had a material
interest, whether directly or indirectly, and no transaction,
arrangement or contract of significance between the Company
or any of its subsidiaries and the Company’s controlling
Shareholders or any of their subsidiaries, subsisted at the end
of the year or at any time during the year ended December 31,
2025.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

At no time during the Reporting Period was the Company or its
subsidiaries a party to any arrangement that would enable the
Directors to acquire benefits by means of acquisition of shares
in or debentures of the Company or any other body corporate,
and none of the Directors or any of their spouses or children
under the age of 18 were granted any right to subscribe for
the equity or debt securities of the Company or any other body
corporate or had exercised any such right.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration
of the whole or any substantial part of the business of the
Company was entered into or existed during the Reporting
Period.
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DIRECTORS’ INTEREST IN COMPETING BUSINESS

During the Reporting Period and up to the date of this Annual
Report, none of the Directors or their respective associates
(as defined under the Listing Rules) had engaged in or had
any interest in any business which competes or may compete,
either directly or indirectly, with the business of the Group
which would require disclosure under Rule 8.10 of the Listing
Rules.

PERMITTED INDEMNITY PROVISIONS

Pursuant to the Articles of Association and subject to
applicable laws, the Company has arranged for appropriate
insurance to cover all costs, charges, losses, expenses and
liabilities incurred by any Directors or officers in the execution
and discharge of his duties or in relation thereto. The relevant
provisions in the Articles of Association and such directors and
officers liability insurance were in force during the Reporting
Period and as of the date of this Annual Report.

PUBLIC FLOAT

The Company has applied to the Stock Exchange to request
the Stock Exchange to exercise its discretion under Rule
8.08(1)(d) of the Listing Rules, and the Stock Exchange has
granted to the Company, a waiver from strict compliance with
the requirements under Rule 8.08(1)(a) of the Listing Rules.
Based on the information that is publicly available to the
Company and to the best knowledge of the Directors, at least
18.43% (being the minimum public float prescribed by the
Stock Exchange and the Listing Rules) of the Company’s entire
issued share capital were held by the public as of the date of
this Annual Report.
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2024 SHARE SCHEME

On January 29, 2024, the Board proposed to adopt a share
scheme under Chapter 17 of the Listing Rules (the “2024
Share Scheme”). The purposes of the 2024 Share Scheme
are (1) to bind the interests of shareholders, the Company
and employees to focus on the realization of the Company’s
strategic development objectives and to drive the performance
growth; and (2) to improve our long-term incentive mechanism
to attract and retain outstanding talents and to fully mobilize
the senior management team and core employees. On
February 20, 2024, the resolution for adopting the 2024 Share
Scheme was passed in an extraordinary general meeting. As
of the date of this report, no share was granted, exercised,
cancelled or lapsed under the 2024 Share Scheme. As of the
date of this report, the total number of the Shares available
for granting under the 2024 Share Scheme was 51,105,381
Shares, representing 10% of the Shares in issue on February
20, 2024 (the “Adoption Date”), within which the Service
Provider Participant Sublimit (as defined in the 2024 Share
Scheme) shall not in aggregate exceed 5,110,538 Shares,
representing 1% of the total number of Shares in issue on
the Adoption Date. For further details regarding the 2024
Share Scheme, please refer to the Company’s circular dated
February 2, 2024.

Between June 11, 2025 and June 19, 2025, the trustee for the
2024 Share Scheme purchased a total of 2,117,600 shares
on the market, accounting for approximately 0.4% of the total
number of the Company’s shares. For details regarding the
on-market share purchases by the Company’s trustee pursuant
to the 2024 Share Scheme, please refer to the Company’s
announcements dated June 13, June 16, June 17, June 18 and
June 19, 2025, respectively.

The number of Shares that may be issued in respect of options
and awards granted under all schemes of the Company during
the Reporting Period divided by the weighted average number
of Shares in issue for the Reporting Period is nil.

EVENT AFTER THE REPORTING PERIOD

Save as disclosed above, the Group has no important events
which occurred after the end of the Reporting Period that are
required to be disclosed.
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AUDIT COMMITTEE

The Board has established the Audit Committee, which
comprised three independent non-executive Directors, namely,
Dr. Li Minghui (Chairperson), Mr. Jiang Li and Mr. Tian Ming
(resigned on November 28, 2025) during the Reporting
Period. The current members of our Audit Committee are
Dr. Li Minghui (Chairperson), Mr. Jiang Li and Dr. Fan Hao
(appointed on February 4, 2026). The Audit Committee has
also adopted written terms of reference which clearly set out
its duties and obligations (the terms of reference are available
on the websites of the Company and the Stock Exchange).

The Audit Committee has, together with the senior
management of the Company, reviewed the accounting
principles and practices adopted by the Group as well as the
audited consolidated financial statements of the Group for the
year ended December 31, 2025.

AUDITOR

KPMG was appointed as auditor of the Company for the
Reporting Period.

KPMG shall retire and, being eligible, offer themselves
for re-appointment. A resolution for the re-appointment of
KPMG as auditors of the Company is to be proposed at the
forthcoming AGM.

CORPORATE GOVERNANCE

The Company is committed to maintaining a high level of
corporate governance practices. Details of the corporate
governance practices adopted by the Company are set out in
the section headed “Corporate Governance Report” on pages
67 to 98 of this Annual Report.

By Order of the Board

Pan Longquan

Executive Director, Chairman and Chief Executive Officer
Hong Kong, March 25, 2026
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CORPORATE GOVERNANCE REPORT

The Board is pleased to report to the Shareholders on the
corporate governance of the Company during the Reporting
Period.

CORPORATE GOVERNANCE PRACTICES

The Company strives to attain and maintain high standards
of corporate governance best suited to the needs and
interests of the Group as it believes that an effective corporate
governance framework is fundamental to promoting and
safeguarding interests of Shareholders and other stakeholders
and enhancing Shareholder value. Accordingly, the Company
has adopted and applied corporate governance principles
and practices that emphasize a quality board of Directors,
effective risk management and internal control systems,
stringent disclosure practices, transparency and accountability
as well as effective communication and engagement with
Shareholders and other stakeholders. It is, in addition,
committed to continuously enhancing these standards and
practices and inculcating a robust culture of compliance and
ethical governance underlying the business operations and
practices across the Group.

The Company has adopted the Corporate Governance Code
set out in Appendix C1 of the Listing Rules (the “CG Code”)
as its own code of corporate governance. Save as disclosed
in this Annual Report, the Company has complied with all
applicable code provisions under the CG Code during the
Reporting Period. The amendments to the CG Code came
into effect on 1 July 2025 and the requirements under the
new CG Code will apply to the corporate governance reports
and annual reports of the Company for the financial years
commencing on or after 1 July 2025. The Company will
continue to review and enhance the corporate governance
practices to ensure compliance with the new CG Code and
align with the latest developments.
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TERERRE
THE BOARD

Corporate Culture and Strategy

The Group instills a culture that respects and promotes
creativity, opportunities to exchange ideas and cross-fertilization
of innovative advancements and solutions. The Board sets
the tone and shapes the corporate culture of the Company,
which is underpinned by the core values of acting lawfully,
ethically and responsibly across all levels of the Group.
The Board plays a leading role in defining the purpose,
values and strategic direction of the Group and in fostering
a culture that is forward-looking, change-embracing and
competitiveness-focused. The desired culture is developed and
reflected consistently in the operating practices of the Group,
workplace policies and practices as well as relations with
stakeholders. The Board’'s oversight of culture encompasses
a range of measures and tools over time, including workforce
engagement, employee retention and training, stringent financial
reporting, effective and accessible whistleblowing framework,
legal and regulatory compliance (including compliance with the
Code of Conduct and group policies), as well as staff safety,
well-being and support. Taking into account the corporate culture
in a range of contexts, the Board considers that the culture and
the purpose, value and strategy of the Group are aligned.

Responsibilities

The Board is responsible for the overall leadership of the
Group, oversees the Group's strategic decisions and monitors
business and performance. The Board has delegated the
authority and responsibility for day-to-day management
and operation of the Group to the senior management of
the Group. To oversee particular aspects of the Company’s
affairs, the Board has established three Board committees,
including the Audit Committee, the Remuneration Committee
and the Nomination Committee (collectively, the “Board
Committees”). The Board has delegated to the Board
Committees responsibilities as set out in their respective terms
of reference.

All Directors have carried out their duties in good faith, in
compliance with applicable laws and regulations, and in the
interests of the Company and its Shareholders at all times.

The Company has arranged appropriate insurance coverage
in respect of liability arising from legal action against its
Directors, and will conduct an annual review on such insurance
coverage.
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Board Composition

As of December 31, 2025 and up to the date of this Annual
Report, the Board comprised seven Directors, including four
executive Directors and three independent non-executive
Directors as set out below:

Executive Directors

Mr. Pan Longquan (Chairman, Chief Executive Officer and
member of Remuneration Committee)

Ms. Zhang Tong (Member of Nomination Committee)

Mr. Ke Zugian

Mr. Michael John Clancy

Independent Non-Executive Directors

Dr. Li Minghui (Chairperson of Audit Committee and
member of Remuneration Committee)

Mr. Jiang Li (Chairperson of Nomination Committee and
member of Audit Committee)

Dr. Fan Hao (Chairperson of Remuneration Committee and
member of Audit and Nomination Committee)
(appointed on February 4, 2026)

Mr. Tian Ming (Chairperson of Remuneration Committee and
member of Audit and Nomination Committees)
(resigned on November 28, 2025)
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The biographies of the Directors are set out under the
section headed “Biographical Details of Directors and Senior
Management” of this Annual Report.

The Board considers that the composition of the Board
provides a strong independent element with a balance of
skills, experience and diversity of perspectives appropriate for
the requirements of the business of the Company.

During the Reporting Period and up to the date of this Annual
Report, the Board has met at all times the requirements under
Rules 3.10(1) and 3.10(2) of the Listing Rules relating to the
appointment of at least three independent non-executive
directors with at least one independent non-executive
director possessing appropriate professional qualifications or
accounting or related financial management expertise.
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During the Reporting Period and up to the date of this Annual
Report, the Company has also complied with Rule 3.10A of the
Listing Rules, which relates to the appointment of independent
non-executive directors representing at least one-third of the
Board.

Each of the independent non-executive Directors has
confirmed his independence pursuant to Rule 3.13 of the
Listing Rules and the Company considers each of them to be
independent as of the date of this Annual Report.

Save as disclosed in the biographies of the Directors as set
out in the section headed “Biographical Details of Directors
and Senior Management” of this Annual Report, none of the
Directors has any personal relationship (including financial,
business, family or other material/relevant relationship) with
any other Directors or any chief executive.

All Directors, including independent non-executive Directors,
have brought a wide spectrum of valuable business
experience, knowledge and expertise to the Board for its
efficient and effective functioning. Independent non-executive
Directors are invited to serve on the Audit Committee, the
Remuneration Committee and the Nomination Committee.

As regards the code provision under the CG Code requiring
directors to disclose the number and nature of offices held
in public companies or organizations and other significant
commitments as well as their identity and the time involved
to the issuer, the Directors have agreed to disclose their
commitments to the Company in a timely manner.

Board Independence Evaluation

The Company has established a Board Independence
Evaluation Mechanism which sets out the mechanisms to
ensure a strong independent element on, and independent
views and input are available to, the Board. The mechanisms
cover, among other topics, (i) appointment of independent
non-executive directors to the Board and Board committees,
(ii) independence assessments conducted by the Nomination
Committee and (iii) Board decision-making process. We
believe these mechanisms will enable the Board effectively
exercises independent judgment to better safeguard the
Shareholders’ interests. During the Reporting Period, the
Board reviewed the implementation and effectiveness of the
Board Independence Evaluation Mechanism and the results
were satisfactory.
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Board Diversity Policy

To enhance the effectiveness of the Board and to maintain
the high standard of corporate governance, we have adopted
the board diversity policy (the “Board Diversity Policy”) on
December 8, 2021, which sets out the objective and approach
to achieve and maintain diversity of our Board. Pursuant to
Board Diversity Policy, we seek to achieve board diversity
by taking into consideration of various factors and objective
criteria, including but not limited to professional experience,
skills, knowledge, gender, age, cultural and education
background, ethnicity and length of service.

The Company will also take into account factors relating to its
own business model and specific needs from time to time. The
Company recognizes and embraces the benefits of having
a diverse Board and sees increasing diversity at the Board
level, including gender diversity, as an essential element
in maintaining the Company’s competitive advantage and
enhancing its ability to attract, retain and motivate employees
from the widest possible pool of available talent.

For the purpose of implementation of the Board Diversity
Policy, the following measurable objectives were adopted:

(A) at least one member of the Board shall be female;

(B) at least one-third of the members of the Board shall be
independent non-executive Directors;

(C) at least one of the members of the Board shall have
obtained accounting or other professional qualifications;

(D) at least 80% of the members of the Board shall have
more than 15 years of experience in the industry he/she
is specialized in; and

(E) at least one member of the Board shall have overseas
work experience.
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As of the date of this Annual Report, the seven Directors
of the Company have a balanced mix of knowledge, skills
and experience, including the areas of accounting, asset
management, consumer goods and computer industries.
They obtained academic degrees in various majors, including
business administration, accounting, computer and marketing.
We have three independent non-executive Directors with
different industry backgrounds, representing more than
one-third of the members of our Board. Furthermore, our
Board has a wide range of age, ranging from 50 years old
to 70 years old. We currently have one female Director and
one female member of senior management, and will continue
to take steps to further promote gender diversity at all levels
of our Company, including but not limited to the Board and
management levels. In addition, the range of length of service
of the Directors is between 1 and 27 years, balancing the
needs for both fresh perspectives and leadership continuity.
The Directors also have a range of ethnicity background and
cross-border work experience. While we recognize that the
diversity at the Board can be further improved, we will continue
to apply the principle of appointments based on merits, with
reference to our Board Diversity Policy.

Our Nomination Committee is responsible for ensuring the
diversity of our Board members and compliance with relevant
codes governing board diversity under the CG Code. Our
Nomination Committee will review and revisit the Board
Diversity Policy and our diversity profile (including gender
balance) at least once annually to ensure its continued
effectiveness and discuss any revisions that may be
required, and recommend any such revisions to our Board
for consideration and approval. We will also disclose in our
Corporate Governance Report regarding the implementation
of the Board Diversity Policy on an annual basis. At present,
the Nomination Committee considers that the diversity of the
Board is sufficient.
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The Board had targeted to achieve and had achieved at
least one female Director, one member of female senior
management and appropriate balance of female employees
of the Group and considers that the Company’s current
gender diversity is satisfactory. The Nomination Committee
will continue to identify suitable female candidate(s) for
appointment to the Board based on merits against objective
criteria. Details on the gender ratio of the Group together
with relevant data can be found in the Company’s 2025
Environmental, Social and Governance Report to be published
separately.

Training and Continuous Professional Development

Each newly appointed Directors would be provided with
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
relevant statutes, laws, rules and regulations. The Company
also arranges regular seminars to provide the Directors with
updates on the latest development and changes in the Listing
Rules and other relevant legal and regulatory requirements
from time to time. The Directors are also provided with
regular updates on the Company’s performance, position and
prospects to enable the Board as a whole and each Director
to discharge their duties.

Directors are encouraged to participate in continuous
professional development to develop and refresh their
knowledge and skills. The Company has from time to time
updated and provided the Directors with written training
materials in relation to their roles, functions and duties.

During the Reporting Period, all Directors have been given the
training regarding the directors’ duties and responsibilities,
corporate governance and regulatory updates and relevant
reading materials including compliance manual/legal and
regulatory updates/seminar handouts have been provided to
the Directors for their reference and studying.
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Based on the information provided by the Directors, during the
Reporting Period, the Directors received the following trainings
and updates:

BREEFREHOEN  BEHA  EFCEXIXAT
Al R B A

Reading
newspapers,
journals and

updates relating
to the economy
and business

Attending seminars
and/or conferences
and/or forums
relating to rules
and regulations

or duties of management and
the directors  duties of directors
HESRRARSASN HETBSERER
RESHEHATE EBURESHEZ
Name of Directors EEgHE R /SREgEKSHE RE HARSHFER
Executive Directors BITES
Mr. Pan Longquan EBER A v v/
Ms. Zhang Tong b2 v/ v
Mr. Ke Zugian EEEE St v v
Mr. Michael John Clancy Michael John Clancy %t 4 v
Independent Non-executive Directors BIXFEHITES
Dr. Li Minghui BT v v
Mr. Jiang Li B v v/
Mr. Tian Ming MRS 4 (R20254F v/ v
(resigned on November 28, 2025) 11528 HEHT)
Dr. Fan Hao SEEE L (R2026F N/A N/A
(appointed on February 4, 2026) 2H4HEZ(F) NiEA TiE A

Chairman and Chief Executive Officer

Provision C.2.1 of the CG Code requires that the roles of
chairman and chief executive officer be separate and not be
performed by the same individual.

However, the Company does not have separate chairman
and chief executive officer roles, and the responsibilities of
both chairman and chief executive officer vest in Mr. Pan
Longquan. The Board believes that vesting the responsibilities
of both chairman and chief executive officer in the same
person has the benefit of ensuring the consistent leadership
within the Group and enables more effective and efficient
overall strategic planning of the Group. Besides, with three
independent non-executive Directors out of a total of seven
Directors on the Board, there will be sufficient independent
voice within the Board to protect the interests of the Company
and the Shareholders as a whole.

Chervon Holdings Limited Annual Report 2025

FRRITRAR

EREBTREC2AIEERETFETHARNAE
EERD  WAEHR— ARKRE -

AR ARBLERE D EFERITHAE - MEFER
THRAHNBEOREERRTEAE EE52H
& BRI AREEFERITRAKNBE - AJ#ER
AEERNLREER B EAKENREREMR
FEAMBREAYE - I EFEEHLEES
TEZRBUFATES EETAKARTHNE
TER - REARRR MR ERE -



CORPORATE GOVERNANCE REPORT

Therefore, the Board considers that the balance of power and
authority for the present arrangement will not be impaired and
this structure will enable the Company to make and implement
decisions promptly and effectively. The Board will continue
to review and consider splitting the roles of chairman of the
Board and chief executive officer of the Company at a time
when it is appropriate and suitable by taking into account the
circumstances of the Group as a whole.

Appointment and Re-Election of Directors

Each of Mr. Pan Longquan, Ms. Zhang Tong, Mr. Ke Zugian
and Mr. Michael John Clancy, each an executive Director, has
entered into an executive director service agreement with the
Company for an initial fixed term of three years commencing
from December 8, 2021, which may be automatically renewed
for successive periods of three years until termination, and
subject to termination in accordance with their respective
terms, the Articles of Association and the applicable Listing
Rules.

Each of Dr. Li Minghui and Mr. Jiang Li, each an independent
non-executive Director,
appointment with the Company for an initial fixed term of
three years commencing from December 8, 2021, which was
renewed on December 8, 2024 for a term of three years, and
subject to termination in accordance with their respective
terms. Dr. Fan Hao, an independent non-executive Director,
has entered into a letter of appointment with the Company for
an initial fixed term of three years commencing from February
4, 2026 and subject to termination in accordance with their
respective terms. He has obtained legal advice from a firm of
solicitors certified to advice on Hong Kong law as regards the
requirements under the Listing Rules that are applicable to
him as a Director and the possible consequences of making
a false declaration or giving false information to the Stock
Exchange of Hong Kong Limited.

has entered into a letter of

Save as disclosed above, none of the Directors has entered
into, or has proposed to enter into, a service contract or letter
of appointment with the Group (other than contracts expiring or
determinable by the employer within one year without payment
of compensation (other than statutory compensation)).
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Pursuant to Article 111(a) of the Articles of Association, subject
to the provisions of the Articles of Association, at each 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 to
but greater than one-third, shall retire from office by rotation.
Subject to the provisions of the Ordinance, the Listing Rules
and the Articles of Association, the Directors to retire in every
year shall be those who have been longest in office since their
last election, and as between persons who became Directors
on the same day, the Directors to retire shall (unless they
otherwise agree between themselves) be determined by lot.
Every Director, including those appointed for a specific term,
shall be subject to retirement at least once every three years.

Pursuant to Article 110 of the Articles of Association, without
prejudice to the power of the Company in general meeting
in accordance with any of the provisions of the Articles of
Association to appoint any person to be a Director, the Board
shall have power, exercisable at any time and from time to
time, to appoint any other person as a Director, either to fill
a casual vacancy or as an addition to the Board, provided
that the number of Directors so appointed shall not exceed
the maximum number (if any) determined pursuant to the
Articles of Association. Any Directors so appointed shall hold
office only until the next following AGM of the Company and
shall then be eligible for reelection, but shall not be taken
into account in determining the Directors or the number of
Directors who are to retire by rotation at each AGM.

Accordingly, Mr. Ke Zugian, Mr. Jiang Li and Mr. Michael
John Clancy shall retire by rotation at the AGM and they being
eligible, offer themselves for re-election.

The procedures and process of appointment, re-election and
removal of Directors are set out in the Articles of Association.
The Nomination Committee is responsible for reviewing the
Board composition, and for making recommendations to the
Board on the appointment, re-appointment of Directors and
succession plans for the Directors.
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Board Meetings

The Company adopts the practice of holding Board meetings
regularly, at least four times a year, and at approximately
quarterly intervals in accordance with the code provision C.5.1
of the CG Code. Notices of no less than fourteen days are
given for all regular Board meetings to provide all Directors
with an opportunity to attend and include matters in the
agenda for a regular meeting.

For other Board meetings and Board Committee meetings,
reasonable notice is generally given. The agenda and
accompanying Board papers are dispatched to the Directors
or Board Committee members at least three days before the
meetings to ensure that they have sufficient time to review the
papers and are adequately prepared for the meetings and
that each Director can participate the board proceedings in
a meaningful and effective manner. When Directors or Board
Committee members are unable to attend a meeting, they
will be advised of the matters to be discussed and given an
opportunity to make their views known to the Chairman prior
to the meeting. Minutes of meetings shall be kept by the
company secretary of the Company with copies circulated to
all Directors for information and records. Minutes of the Board
meetings and Board Committee meetings are recorded in
sufficient detail about the matters considered by the Board and
the Board Committees and the decisions reached, including
any concerns raised by the Directors. Draft minutes of each
Board meeting and Board Committee meeting are sent to the
Directors for comments within a reasonable time after the date
on which the meeting is held. Minutes of the Board meetings
are open for inspection by the Directors.
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During the Reporting Period, six Board meetings and two RFEHR - ARARBHAXNEFTSSH LRI
general meetings were held by the Company. The attendance HRAE - RFEHRR  SEELFEFTSSHENG
of each Director at the Board meetings during the Reporting  S2&ZIZ0T :
Period is set out below:
Attended/eligible to attend
BEHEELHE

Board meetings General meetings
Name of Directors E=EE E=ggE BRAE
Executive Directors BITES
Mr. Pan Longquan EBER A 4/4 2/2
Ms. Zhang Tong sk &+ 4/4 2/2
Mr. Ke Zugian EEEE St 4/4 2/2
Mr. Michael John Clancy Michael John Clancy %t 4/4 2/2
Independent Non-executive Directors B FHITES
Dr. Li Minghui RS+ 4/4 2/2
Mr. Jiang Li ELAvA vt 4/4 2/2
Mr. Tian Ming HERELE (R2025F 3/4 2/2

(resigned on November 28, 2025) 11 528 H&F)

Dr. Fan Hao SEIEE L (R2026F N/A N/A
(appointed on February 4, 2026) 2H4A%EZ(F) i NiE A
The CG Code requires that the chairman should at least ®XEEGTAIRTE  FREZDFFEBFTIERTT
annually hold meetings with the independent non-executive EFBIT—RKRBEHMEFHFENEE - RREH
Directors without the presence of other Directors. During the W« FREBYIERITES ZMET—REH -

Reporting Period, one meeting was held between the Chairman
and the independent non-executive Directors.
Model Code for Securities Transactions EHR P WZELESTE

The Company has adopted the Model Code as set out in
Appendix C3 to the Listing Rules as its own code of conduct
regarding Directors’ securities transactions. In response to
specific enquiries made, all of the Directors confirmed that
they have complied with the required standards as set out in
the Model Code during the Reporting Period. There has been
no non-compliance with the required standard set out in the
Model Code during the Reporting Period and up to the date of

the Annual Report.
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Delegation by the Board

The Board reserves for its decision on all major matters of
the Company, including: approval and monitoring of all policy
matters, overall strategies and budgets, internal control
and risk management systems, material transactions (in
particular those that may involve conflict of interests), financial
information, appointment of Directors and other significant
financial and operational matters. The Directors may seek
independent professional advice in performing their duties at
the Company’s expense and are encouraged to access and to
consult with the Company’s senior management independently.

The daily management, administration and operation of the
Group are delegated to senior management. The delegated
functions and responsibilities are periodically reviewed by the
Board. Approval must be obtained from the Board prior to any
significant transactions entered into by senior management.

Corporate Governance Function

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

The Board confirmed that corporate governance is a collective
responsibility of the Directors, which corporate governance
functions include:

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

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

(c) to review and monitor the Company’s policies and
practices on compliance with legal and regulatory
requirements;

(d) to develop, review and monitor the code of conduct and
compliance manual (if any) applicable to employees
and Directors; and

(e) to review the Company’s compliance with the CG Code
and disclosures in the Corporate Governance Report.
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The Board reviewed the Company’s corporate governance
policies and practices, training and continuous professional
development of Directors and senior management, policies
and practices on compliance with legal and regulatory
requirements, compliance with the Model Code and written
employee guidelines, as well as compliance with the CG Code
and disclosures in this Corporate Governance Report.

BOARD COMMITTEES
AUDIT COMMITTEE

During the Reporting Period, the Audit Committee comprised
three members, namely Dr. Li Minghui, Mr. Jiang Li and
Mr. Tian Ming (resigned on November 28, 2025), being all
independent non-executive Directors. The current members
of the Audit Committee are Dr. Li Minghui, Mr. Jiang Li and
Dr. Fan Hao (appointed on February 4, 2026), being all
independent non-executive Directors. The Audit Committee
is chaired by Dr. Li Minghui (being the independent
non-executive Director with the appropriate professional
qualifications).

The terms of reference of the Audit Committee are in
compliance with Rule 3.21 of the Listing Rules and the CG
Code. The primary duties of the Audit Committee are to assist
the Board in, among other aspects: (i) overseeing the scope
of audit and appointment of external auditors, (ii) monitoring
the integrity of the Company’s financial statements and
accounts, as well as annual and interim reports, (iii) reviewing
the Company’s financial controls and risk management and
internal control systems, (iv) reviewing the Company'’s financial
and accounting policies and practices and (iv) establishing
a whistleblowing policy and system for the Company's
employees to raise concerns regarding possible improprieties
in financial reporting, internal control and other matters. The
written terms of reference of Audit Committee are available on
the websites of the Stock Exchange and the Company.
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EVITAPAN
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During the Reporting Period, two meetings of the Audit RIMEHA  BEXZESCBITMALE  UitH
Committee were held to discuss and consider the following NMEBIATEIHE :

matters:
. reviewed interim and final results of the Company and o F AN A R E MR R B B B A R
its subsidiaries for the fiscal year as well as the audit MREZESE  UERAZEMREFEERR

report prepared by the auditor relating to accounting
issues and major findings in course of audit; and

reviewed the financial reporting system, compliance
procedures, internal control (including the adequacy of
resources, staff qualifications and experience, training
programs and budget of the Company’s accounting and
financial reporting function), risk management systems,
review the annual cap of existing continued connected
transactions, and processes and the re-appointment

EERETNERERMERNEZRE
K

R BRREE AREF - AIEE
(BREARRAEG KB RRB AT EA
BR BIBEERKER BIREREHE
HERERRE)  RAREERS BFREEF
BRERSNFE LR MEF A RZEEM
BE ZEEeVRRHEEZZESHEE
- BHESERZEER DN EAEZ -

of the auditor; the Board had not deviated from any
recommendation given by the Audit Committee on the
selection, appointment, resignation or dismissal of the

auditor.
The attendance of each Audit Committee member at the Audit SBEZZEGXERBREHANHEERZEGTH
Committee meeting during the Reporting Period is set out in  AJEREHN T
the table below:
Attended/
Eligible to attend
Name of Directors EEEE BHEEHE
Dr. Li Minghui TR 2/2
Mr. Jiang Li Bk 2/2
Mr. Tian Ming (resigned on November 28, 2025) MR (20254 11528 HEHT) 2/2
Dr. Fan Hao (appointed on February 4, 2026) SBETE I (R2026F2 54 HEZ(E) N/A
i A

During the Reporting Period, the Audit Committee also met the RMEMA  EREZE S TEATEETIELHE
auditor once without the presence of the executive Directors. T EZEAIEE IR ©

RIBERARAT —T-HFEFR



CORPORATE GOVERNANCE REPORT
PEERAME

NOMINATION COMMITTEE

During the Reporting Period, the Nomination Committee
comprised three members, including one executive Director,
namely, Ms. Zhang Tong, and two independent non-executive
Directors, namely, Mr. Jiang Li and Mr. Tian Ming (resigned on
November 28, 2025). The current members of the Nomination
Committee are Ms. Zhang Tong, and two independent
non-executive Directors, namely, Mr. Jiang Li and Dr. Fan Hao
(appointed on February 4, 2026). The Nomination Committee is
chaired by Mr. Jiang Li.

The terms of reference of the Nomination Committee are in
compliance with the CG Code. The primary responsibilities
of our nomination committee are to, among other aspects, (i)
consider and recommend to the Board on the appointment,
removal and re-election of Directors of the Company and
(ii) review the structure, size and composition of the Board
and the Nomination Policy and the Board Diversity Policy
adopted by the Company on regular basis. The written terms
of reference of Nomination Committee are available on the
websites of the Stock Exchange and the Company.

Policy on Directors Nomination

The Company has adopted a nomination policy (the
“Nomination Policy”’) on December 8, 2021, which sets out
the approach to guide the Nomination Committee in relation
to the selection, appointment and re-appointment of the
Directors. The Nomination Committee will review the Director
Nomination Policy, as appropriate, to ensure its effectiveness.

The Nomination Committee will recommend to the Board for
the appointment of a Director in accordance with the following
procedures and process as set out in the Nomination Policy:

(1) the Nomination Committee will, giving the 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 on
suitable candidates, where necessary;

(i) the Nomination Committee may consult any source it
deems appropriate in identifying or selecting suitable
candidates, such as referrals from existing Directors,
advertisements, recommendations from an independent
agency firm and proposals from Shareholders with
due consideration given to the criteria as set out in the
Nomination Policy;
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(iii)

(iv)

(Vi)
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the Nomination Committee may adopt any process it
deems appropriate in evaluating the suitability of the
candidates, such as conducting interviews, background
checks, presentations and third-party reference checks;

upon considering a candidate suitable for the
directorship,
meeting and/or by way of written resolutions to, if
thought fit, approve the recommendation to the Board
for appointment;

the Nomination Committee will hold a

the Nomination Committee will thereafter make the
recommendation to the Board in relation to the
proposed appointment and the proposed remuneration
package; and

the Board will have the final authority in determining the
selection of nominees 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).

In recommending candidates for appointment to the Board,
the Nomination Committee will consider candidates on merit
against objective criteria and with due regards to the benefits
of diversity on the Board. During the Reporting Period and up
to the date of this Annual Report, there was no change in the
composition of the Board.

During the Reporting Period, one meeting of the Nomination
Committee was held to discuss and consider the following
matters:

reviewed the structure, size and composition of the
Board;
assessed independence of the
non-executive Directors;

independent

reviewed the Nomination Policy;

reviewed the Board Diversity Policy; and

considered the re-appointment of the retiring Directors.

(iii)

(iv)

(vi)
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The attendance of each Nomination Committee member at the TREIARERRN  IREZZESeSKELFIRS
Nomination Committee meeting during the Reporting Period is ZE &€ #MER
set out in the table below:
Attended/
Eligible to attend
Name of Directors EEER EHE S EHE
Mr. Jiang Li Bk 1/1
Ms. Zhang Tong R+ 11
Mr. Tian Ming (resigned on November 28, 2025) M4 (R20254 11528 A EHT) il
Dr. Fan Hao (appointed on February 4, 2026) B (R2026F2 94 HEZ(F) N/A
i@ A
REMUNERATION COMMITTEE FMzEsS

During the Reporting Period, the Remuneration Committee
comprised three members, including one executive
Director, namely, Mr. Pan Longquan, and two independent
non-executive Directors, namely, Mr. Tian Ming (resigned on
November 28, 2025) and Dr. Li Minghui. The Remuneration
Committee was chaired by Mr. Tian Ming. The current
members of Remuneration Committee are Mr. Pan Longquan,
and two independent non-executive Directors, namely, Dr. Fan
Hao (appointed on February 4, 2026) and Dr. Li Minghui. The
Remuneration Committee is chaired by Dr. Fan Hao.

The terms of reference of the Remuneration Committee are
in compliance with Rule 3.25 of the Listing Rules and the CG
Code. The primary duties of the Remuneration Committee
are to, among other aspects, (i) make recommendations
to the Board on the Company’s policy and structure for all
Directors’ and senior management remuneration and on the
establishment of a formal and transparent procedure for
developing remuneration policy, (ii) review and approve the
management’s remuneration proposals with reference to
the Board’s corporate goals and objectives and (iii) make
recommendations to the Board on the remuneration packages
of individual Directors and senior management. The written
terms of reference of the Remuneration Committee are
available on the websites of the Stock Exchange and the
Company.
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During the Reporting Period, one meeting of the Remuneration
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Committee was held to discuss and consider the following QE%JF-?DA—IT?IE-
matters:
. recommended to the Board the remuneration e MEEZE

packages of individual executive Directors and senior

management in respect of the year ended December

EVITAPAN

1IPxXE #&:1

TT—RE#H > Asli

ZENRTEERSREEEE
i2025¢12ﬂ318¢¢mﬁ T 2R

31, 2025;

. reviewed the remuneration of non-executive Directors; e BEIERITESOEHH - &
and

. reviewed and recommended to the Board the e RN TMEETERARRNEBAEREETR
Company’s policy and structure for the remuneration of BREREND EME*& I o

all Directors and senior management.

The attendance of each Remuneration Committee member at
the Remuneration Committee meeting during the Reporting ZEEERNBR

Period is set out in the table below:

Ll

TRE#EIRREHA

HEZ B & %K 8 HE

Attended/

Eligible to attend

Name of Directors EEEB BHEEHE
Mr. Tian Ming (resigned on November 28, 2025) MR (HR20254 11528 HEHT) 11
Mr. Pan Longquan EEREE 1/1
Dr. Li Minghui ZEAEIE L 1/1
Dr. Fan Hao (appointed on February 4, 2026) BETE T (R2026F2 44 HEZ(E) N/A
N3
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Remuneration of Directors and Senior Management

The aggregate remuneration (including fees, salaries,
bonuses, allowances, benefits in kind and pension scheme
contributions) payable to the Directors during the Reporting
Period was approximately US$1.5 million.

The remuneration of the Directors is determined with reference
to salaries paid by comparable companies, time commitment
and responsibilities of the Directors and performance of the
Group. Details of the remuneration by band of the members
of the Board and senior management of the Company, whose
biographies are set out on pages 26 to 35 of this Annual
Report, during the Reporting Period, are set out below:

» MR BENEENFHEes(8Fws &
& TEAT BN BEVEAIREZESHEET) O
15HEBXET °

E=FMRE2ENELBRARXNNES  EF
BANKERAZENBEUARAEBNREERE -
ATEHINNBERAN  RAREFERENRSRE
EE (RENEERIINAFRE26E35H) HiHE
RS -

Number of
individuals
Band of remuneration (US$) FMER (Xx) AE
Nil to US$500,000 T ZE500,0005 T 13

Over US$500,000

#B3iB500,000% T

DIRECTORS’ RESPONSIBILITIES FOR FINANCIAL
REPORTING IN RESPECT OF FINANCIAL
STATEMENTS

The Directors acknowledge their responsibility for preparing
the financial statements of the Company for each financial
period to ensure that they give a true and fair view of the
affairs of the Company and the Group and of the Group's
results and cash flows.

Senior management has provided to the Board such
explanations and information as are necessary to enable the
Board to carry out an informed assessment of the Company’s
financial statements, which are put to the Board for approval.
The Company has provided all members of the Board with
monthly updates on the Company’s performance, positions
and prospects.

The Directors 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 statement by the auditor regarding its reporting
responsibilities on the consolidated financial statements of the
Company is set out in the Independent Auditor's Report on
pages 99 to 105 of this Annual Report.
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RISK MANAGEMENT AND INTERNAL CONTROL

The Board is responsible for (i) maintaining sound and
effective internal control and risk management systems in
order to safeguard the Company’s assets and its Shareholders’
interests and (ii) reviewing the effectiveness of the Company’s
internal control and risk management systems on an
annual basis so as to ensure that internal control and risk
management systems in place are adequate. Such systems
are designed to manage rather than eliminate the risk of
failure to achieve business objectives, and can only provide
reasonable and not absolute assurance against material
misstatement or loss.

Our internal audit department is responsible for performing
independent review of the adequacy and effectiveness
of the risk management and internal control systems. The
Company has established comprehensive risk management
and internal control processes through which the Company
monitors, evaluates and manages the risks that the Company
is exposed to regarding its business activities and operations,
which include but are not limited to procurement management,
sales management, inventory management, research and
development management, investment management, credit
risk, related party transaction controls, information disclosure
controls, human resources, IT management and other financial
and operational controls and monitoring procedures. Examples
of the relevant risk management and internal control measures
are as follows:

Financial Reporting Risk Management - The Company has
in place a set of accounting policies in connection with its
financial reporting risk management, such as financial report
management policies, budget management policies, financial
statements preparation policies and financial department and
staff management policies.

Information System Risk Management — The Company has
implemented relevant internal procedures and controls to
ensure that user data is protected and that leakage and loss
of such data is avoided.

Internal Control Risk Management — The legal & compliance
department of the Company reviews and updates the forms
of contracts the Company enters into with its customers and
suppliers and other relevant due diligence materials.
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Human Resources Risk Management — The Company has in
place an employee handbook approved by its management
and distributed to all of its employees, which contains internal
rules and guidelines regarding best commercial practices,
work ethics, fraud prevention mechanism, negligence and
corruption. A whistle blowing policy has also been adopted to
detect and identify potential improprieties and bring issues to
the attention of senior management, the Audit Committee and
the Board.

Investment Risk Management — The investment strategy of
the Company is grounded in the principles of compliance,
prudence, safety and effectiveness and the Company
considers criteria including (i) size, expected returns and
associated risks; (ii) compliance with applicable laws and
regulations; (iii) consistency with our growth strategy; (iv)
appropriateness of enterprise resource allocation; and (v)
optimization of our portfolio when making investment decisions.

ESG Risk Management — The Company undertakes measures
to manage ESG risks and issues covered under relevant
international standards, such as reduction of greenhouse gas
emissions, use of environmentally friendly resources, as well
as production safety and employee health.

The risk management procedure of the Company is based
on the well-defined risk identification standards, risk monitor
responsibilities and risk control measure of each major
classification. The management of the Company actively
monitors the regional economy, trends of power tools and
outdoor power equipment industry, reliance on continuing
connected transactions and changes in applicable laws
and regulations, and assesses income and expenditure
and absorptive capacity of business expansions. The risk
management procedure of the Company clearly specifies
the management duties, authorization and approval of
each party in respect of the major risk identification and
management, and develops clear written policy for significant
risk management process and circulate it to all members
of management and staffs. The Company's internal control
procedures are designed to provide reasonable assurance for
achieving objectives, including efficient and stable operations,
reliable financial reporting and compliance with applicable
laws and regulations. The Company’s management will review
the risk assessment report on a quarterly basis and reports to
the Board on a semi-annual basis.
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During the Reporting Period, the Board has conducted
a review of the effectiveness of internal control and risk
management system of the Group and is of the view that such

system is effective and adequate.

During the Reporting Period, the Company has adopted
various measures to ensure the effective implementation of
its internal control and risk management system, including
(i) establishing the Audit Committee to review and supervise
its financial reporting process and internal control system;
(ii) adopting various policies to ensure compliance with
the Listing Rules, including but not limited to aspects
related to risk management,
information disclosure; (iii) organizing training sessions
for its Directors and senior management in respect of the
relevant requirements of the Listing Rules and duties of
directors of companies listed in Hong Kong; (iv) conducting
regular internal training for its employees and management
on applicable laws and regulations to ensure awareness
and compliance, which cover various aspects of employee
behavior during the ordinary business operations.

connected transactions and

The Company has adopted other internal rules and policies
on December 8, 2021, which include procedures for handling
inside information in accordance with the SFO and the
Listing Rules to ensure the confidentiality of handling inside
information and the publication of respective disclosure to
the public as soon as practicable. The Company will make
timely disclosure of information that is unlikely to maintain
confidentiality, so as to ensure effective protection of the rights
and interests of investors and stakeholders.
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WHISTLEBLOWING PROCEDURES AND
ANTI-CORRUPTION POLICIES

The Company has in place a whistleblowing policy for
employees of the Company and those who deal with the
Company to raise concerns, in confidence and anonymity,
with the legal & compliance department and the Company’s
management and the Audit Committee about possible
improprieties in any matters related to the Company.

The Company has also in place an anti-corruption policy to
safeguard against corruption and bribery within the Company.
The Company has an internal reporting channel that is open
and available for employees of the Company to report any
suspected corruption and bribery. Employees can also make
anonymous reports to the legal & compliance department,
which is responsible for investigating the reported incidents
and taking appropriate measures. The Company continues to
carry out anti-corruption and anti-bribery activities to cultivate
a culture of integrity, and actively organizes anti-corruption
training and inspections to ensure the effectiveness of
anti-corruption and anti-bribery. For example, during the
Reporting Period, the Company held anti-corruption trainings
and briefings for its employees. There was no material
non-compliance in relation to bribery and corruption during the
Reporting Period.

DISCLOSURE POLICY

The Company has adopted other internal rules and policies on
December 8, 2021, which includes procedures for disclosure
policy and provides a general guide to the Company’s
directors, officers, senior management and relevant employees
in handling confidential information, monitoring information
disclosure and responding to enquiries. Control procedures
have been implemented to ensure that unauthorized access
and use of inside information are strictly prohibited.
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DIVIDEND POLICY

The Company adopted the Dividend Policy on December
8, 2021, which outlines the principles and guidelines that
the Company intends to apply in relation to the declaration,
payment and distribution of dividends to the Shareholders.

According to the Dividend Policy, subject to the Articles of
Association of the Company and all applicable laws and
regulations, the Board after taking into account several factors,
has absolute discretion on whether to declare and distribute
dividends.

The Board will take into consideration, if it decides to pay
dividends, the Company’s operational results, cash flows,
financial condition, statutory and regulatory restrictions
on the payment of dividends by the Company, the capital
requirements, future business plans and prospects and any
other factors that the Board may consider relevant.

The Company has adopted a general annual dividend policy of
declaring and paying dividends on an annual basis of no less
than 20% of the Company’s total net profit attributable to the
Company for any particular year. The declaration of dividends
is subject to the discretion of the Directors, and, if necessary,
the approval of the Shareholders. A decision to declare or
to pay any dividends and the amount of any dividends will
depend on various factors, including but not limited to the
Company’s results of operations, cash flows and financial
conditions, operating and capital expenditure requirements,
distributable profits as determined under applicable laws,
the Articles of Association, market conditions, the Company’s
strategic plans and prospects for business development,
contractual limits and obligations, payment of dividends to
the Company by its operating subsidiaries, taxation, and
any other factors determined by the Board from time to time
to be relevant to the declaration of dividend payments. The
Company’s future declarations of dividends may or may not
reflect its historical declarations of dividends. In addition, the
Directors may reassess the Company’s Dividend Policy in the
future.
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AUDITOR’S REMUNERATION

The remuneration for the audit and non-audit services provided
by the auditor to the Company during the Reporting Period
was approximately as follows:

o BB 3 A

RE|EHA - RBE R AR B REHE RIEERT
RIS FBBL AT T

Amount

&5

(US$’000)

Type of Services R 758 B (F%m)
Audit services EET AR 858
Non-audit services related to tax consultation BN S E AR IR AT RS 1
Total W 859

COMPANY SECRETARIES

Directors have access to the services of the joint company
secretaries to ensure that the Board procedures are followed.
Mr. Hu Yian, one of the joint company secretaries, is
responsible for advising the Board on corporate governance
matters and ensuring that Board policy and procedures and
applicable laws, rules and regulations are followed.

In order to uphold good corporate governance and ensure
compliance with the Listing Rules and applicable Hong
Kong laws, the Company also engaged Ms. Lam Wing Chi
(resigned on June 30, 2025) and Ms. Lai Siu Kuen (appointed
on June 30, 2025), a director of Tricor Services Limited
(a global corporate services provider), as another joint
company secretary to assist Mr. Hu in discharging his duties
as company secretary of the Company. Ms. Lai's primary
corporate contact person at the Company was Mr. Hu.

During the Reporting Period, Mr. Hu, Ms. Lam and Ms.
Lai have undertaken not less than 15 hours of relevant
professional training respectively in compliance with Rule 3.29
of the Listing Rules.
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COMMUNICATION WITH SHAREHOLDERS AND
INVESTOR RELATIONS

The Company considers that effective communication with
the Shareholders is essential for enhancing investor relations
and understanding of the Company’s business, performance
and strategies. The Company also recognizes the importance
of timely and non-selective disclosure of information, which
will enable Shareholders and investors to make the informed
investment decisions.

To promote effective communication, the Company adopts a
shareholders’ communication policy which aims at establishing
a two-way relationship and communication between the
Company and the Shareholders to ensure that Shareholders’
views and concerns are appropriately addressed. The
Company has several channels to communicate and engage
with the Shareholder as described below:

° The AGM provides an opportunity for constructive
communication between the Company and the
Shareholders. The Chairman and the chairpersons
of the Board Committees of the Company or their
delegates will attend the AGMs to answer Shareholders’
questions. The Auditor will also attend the AGMs to
answer questions about the conduct of the audit, the
preparation and content of the auditor's report, the
accounting policies and auditor independence.

. The Company maintains a website of the Company
at https://global.chervongroup.com, where up-to-date
information on the Company’s business operations
and developments, financial information, corporate
governance practices and other information are
available for public access.

° Latest information of the Group including annual and
interim reports, announcements and other corporate
communications which will be sent to the Shareholders
and/or published are updated on the websites of the
Stock Exchange and the Company on a timely basis.
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° Investor/analysts briefings and one-on-one meetings,

media interviews and marketing activities for investors,
among other channels, will be available where
necessary in order to facilitate communication between
the Company, Shareholders and the investment
community. The Directors and Company employees
who have contacts or dialogues with investors, analysts,
media or other interested outside parties are required
to comply with the relevant disclosure obligations
and requirements under the Listing Rules and other
applicable laws.

° Shareholders may submit requisitions to move a
resolution at the AGM, convene a general meeting,
propose a person for election as a director at a general
meeting or enquiries or concerns with the Board, among
other rights, in accordance with the applicable laws and
procedures under the section headed “Shareholders’
Rights” below.

° The Hong Kong branch share registrar of the Company
serves the Shareholders in respect of share registration,
dividend payment and related matters.

The Company regularly reviews its shareholders’ communication
to ensure that it has been implemented in a proper and
effective manner. Having considered the various channels of
communications and engagement with the Shareholders, the
Company considers its shareholders’ communications policy to
be effective during the Reporting Period.

SHAREHOLDERS’ RIGHTS

To safeguard Shareholders’ interests and rights, separate
resolution on each substantially separate issue will be
proposed for voting at a general meeting, including the
election of individual Directors.

All resolutions put forward at general meetings will be voted
by poll pursuant to the Listing Rules and poll results will
be posted on the websites of the Company and the Stock
Exchange in a timely manner after each general meeting.

According to Article 62 of the Articles of Association and the
Companies Ordinance, the Shareholders may: (i) move a
requisition to move a resolution at the AGM; (ii) requisition to
convene an extraordinary general meeting; and (iii) propose a
person for election as a Director at a general meeting.
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Requisition to Move a Resolution at an AGM

In accordance with section 615 of the Companies Ordinance, a
requisition to move a resolution at the AGM may be submitted
by any number of Shareholders representing not less than
2.50% of the total voting rights of all Shareholders having the
right to vote on that resolution at the AGM, or not less than 50
Shareholders having the right to vote on that resolution at the
AGM. The requisition must identify the resolution and must be
authenticated by the person(s) making it. The requisition must
be deposited at the Registered Office (as defined below), for
the attention of the joint company secretaries, not later than 6
weeks before the AGM to which the request relates, or if later,
when the Notice of AGM is dispatched.

Requisition to Convene General Meeting

Shareholders holding not less than 5% of the total voting rights
of all the members having a right to vote at general meetings
of the Company can deposit a requisition to call a general
meeting pursuant to sections 566 to 568 of the Companies
Ordinance. The requisition must state the general nature of
the business to be dealt with at the meeting, and must be
authenticated by the person(s) making it. The requisition must
be deposited at our Registered Office for the attention of the
joint company secretaries.

Proposing a Person for Election as a Director at a
General Meeting

If a Shareholder wishes to propose a person for election as
a Director at a general meeting, he/she must give a written
notice to that effect to the joint company secretaries. The
written notice must include the personal information of the
person proposed for election as a Director as required by
Rule 13.51(2) of the Listing Rules and be signed by such
Shareholder and the person proposed for election as a
Director indicating his or her willingness to be appointed or
re-appointed and consent of publication of his or her personal
information. Such notice shall be given within the period (or
a longer period as may be determined by the Directors from
time to time) commencing no earlier than the day after the
dispatch of the notice of such meeting and ending no later
than seven days prior to the date appointed for such meeting.
Such details and procedures are available on the Company’s
website. For requesting the Company to circulate to
Shareholders a statement with respect to a matter mentioned
in a proposed resolution or any other business to be dealt with
at a general meeting, Shareholders are requested to follow the
requirements and procedures as set out in section 580 of the
Companies Ordinance.
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Procedure in Relation to Raising Enquiry and Concerns
with the Board

Shareholders of the Company wishing to make any enquiry to
the Board may do so in writing to the Company since verbal or
anonymous enquiries would not generally be dealt with by the
Company.

Shareholders who intend to put forward their enquiries about
the Company to the Board may send their enquiries to the
registered office of the Company (the “Registered Office”)
at Unit 04, 22/F, Saxon Tower, 7 Cheung Shun Street, Lai
Chi Kok, Kowloon, Hong Kong by mail, telephone (+86 25
84994002) or e-mail chervon-ir@cn.chervongroup.com.

For the avoidance of doubt, Shareholder(s) must deposit the
original duly signed written requisition, notice or statement,
or enquiry (as the case may be) to the address above and
provide their full names, contact details and identification in
order to give effect to such requisition, notice or statement,
or enquiry. Shareholders’ information may be disclosed as
required by law.

CHANGE IN CONSTITUTIONAL DOCUMENTS

During the Reporting Period, the proposed amendments to the
Articles of Association of the Company have been approved
by the shareholders of the Company by way of a special
resolution at the AGM and have become effective on 22 May
2025. The full text of the amended Articles of Association
of the Company is available on the websites of the Stock
Exchange of Hong Kong Limited and the Company.
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INDEPENDENT AUDITOR'S REPORT

Independent auditor’s report to the members of
Chervon Holdings Limited
(incorporated in Hong Kong with limited liability)

OPINION

We have audited the consolidated financial statements
of Chervon Holdings Limited (“the Company”) and its
subsidiaries (“the Group”) set out on pages 106 to 252, which
comprise the consolidated statement of financial position as
2025, the consolidated statement of profit
or loss, the consolidated statement of profit or loss and other
comprehensive income, the consolidated statement of changes
in equity and the consolidated cash flow statement for the year
then ended and notes, comprising material accounting policy
information and other explanatory information.

at December 31,

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

BASIS FOR OPINION

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

Key audit matters are those matters that, in our professional
judgement, were of most significance in our audit of the
consolidated financial statements of the current period. These
matters were addressed in the context of our audit of the
consolidated financial statements as a whole, and in forming
our opinion thereon, and we do not provide a separate opinion
on these matters.

Revenue recognition

WA TR
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Refer to Note 4 to the consolidated financial statements and the accounting policies on pages 141 to 145.
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The Key Audit Matter How the matter was addressed in our audit

HEERER BARBLEETERERBASENS N

The Group’s revenue principally comprises sales of power Our audit procedures to assess the recognition of
tools, outdoor power equipment and related products. revenue included the following:

BEXEENRATIZEREYTE  PHEIREREEER BAFTEUAERNBZEFEEATEA

FSHER o

Contracts for different products with different types of o
customers have a variety of different terms. Such terms
may affect the timing of the recognition of sales to these
customers. Management evaluates the terms of each
contract in order to determine the appropriate timing of
revenue recognition.
HEARBAAEFPRIRIERMLNENNEREE - GHAIK o
AR ENRERPHENRRNE - EREMNLENA
RV - AEEE AR A B o

Revenue from sales of products is recognized when the e
control over the goods is transferred to customers, which

is generally at the point in time when the goods leave the
Group’s warehouses, when the goods are delivered at

the customers’ premises or when the goods are loaded

on board of shipping, in accordance with the terms of

sales contracts with customers.

EmiHERARE mEIERR TEPRER - MIBRE o
BPFIMHHESONIER - FRAREEEDMEEmE

F EEEEER EnExERPEMRREmEH CMEF o
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obtaining an understanding of and assessing
the design, implementation and operating
effectiveness of key internal controls in relation
to revenue recognition;
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inspecting customer contracts, on a sample
basis, to identify performance obligations and
terms and conditions relating to the transfer of
control of the goods and assessing the Group’s
timing of revenue recognition with reference
to the requirements of prevailing accounting
standards;
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Revenue recognition (continued)

WA ()

Refer to Note 4 to the consolidated financial statements and the accounting policies on pages 141 to 145.
BRHRE I BREN FARE 141 E 145 AR E5TEFE ©

The Key Audit Matter How the matter was addressed in our audit
BREKER BMREZERPREETREENSR

We identified the recognition of revenue as a key audit o comparing revenue transactions recorded
matter because revenue is one of the key performance during the current year, on a sample basis, with
indicators of the Group and therefore there is an inherent invoices, sales contracts, customer acceptance
risk of manipulation of the timing of revenue recognition notes, customs declaration forms, sales
by management to meet specific targets or expectations. statements, or other underlying documents,

where appropriate, to assess whether the related
revenue was recognized in accordance with the
Group’s revenue recognition accounting policies;
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o comparing, on a sample basis, specific
revenue transactions recorded before and after
the financial year end date with underlying
documentation, which included goods delivery
notes, customs declaration forms, goods
acceptance notes, or sales statements, where
appropriate, to assess whether the revenue had
been recognized in accordance with the contract
terms and in the correct financial year; and
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Revenue recognition (continued)

WA TR ()

Refer to Note 4 to the consolidated financial statements and the accounting policies on pages 141 to 145.

BRHG A BRENTARE 1415
The Key Audit Matter
BREKER
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How the matter was addressed in our audit

EMRBLBETEERBSEENS N

INFORMATION OTHER THAN THE CONSOLIDATED
FINANCIAL STATEMENTS AND AUDITOR’S
REPORT THEREON

The directors are responsible for the other information. The
other information comprises all the information included in the
annual report, other than the consolidated financial statements
and our auditor’s report thereon.

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

In connection with our audit of the consolidated financial
statements, our responsibility is to read the other information
and, in doing so, consider whether the other information
is materially inconsistent with the consolidated financial
statements or our knowledge obtained in the audit or otherwise

appears to be materially misstated.

If, based on the work we have performed, we conclude that
there is a material misstatement of this other information, we
are required to report that fact. We have nothing to report in
this regard.
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confirming selected sales transactions for the
year ended December 31, 2025 directly with
customers, inspecting underlying documentation
to reconcile the difference, between the
transaction amounts confirmed by customers and
the Group’s accounting records, if any, and for
unreturned confirmations, performing alternative
procedures by comparing the sales amount
of the transactions with relevant underlying
documentation.
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RESPONSIBILITIES OF THE DIRECTORS FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

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

The directors are assisted by the Audit Committee in
discharging their responsibilities for overseeing the Group’s
financial reporting process.

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 for
no other purpose. We do not assume responsibility towards
or accept liability to any other person for the contents of this
report.

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

T8 A% BURD R

As part of an audit in accordance with HKSAs, we exercise
professional judgement and maintain professional scepticism

throughout the audit. We also:

ERBEEEAEETHEZEED - RFER
TEXHE  RETERRREE - KPR

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

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.

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

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

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

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 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 Chan Ting Yuen (practising
certificate number: P06379).

KPMG

Certified Public Accountants
8th Floor, Prince’s Building
10 Chater Road

Central, Hong Kong

March 25, 2026
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS

s |:|\/

For the year ended December 31, 2025 (Expressed in US dollar (“USD”))

B2 2025F 12431 HIFEE (KT [ZT /5F)

Year ended December 31,
BZE12A31BLEE

2025 2024
20254 20244

Note USD’ 000 USD’000

Bt et FERT T
Revenue L/ON 4 1,627,785 1,773,773
Cost of sales SHE KA (1,091,901)  (1,158,092)
Gross profit EF 535,884 615,681
Other revenue HaA 5(a) 3,944 4,893
Other net gain/(loss) Hib oz (E518) FH 5(b) 32,336 (14,798)
Selling and distribution expenses HE R iERX (258,799) (262,251)
Administrative and other operating expenses  {TH & E A4 &5 (105,367) (104,758)
Research and development costs TR AR (85,795) (83,410)
Profit from operations FEg=—FIp| 122,203 155,357
Net finance costs B TSR AN 5 RE 6(a) (3,167) (5,250)
Share of loss of an associate FE(H —FEEE & A Rl ES1E (3,940) (17,344)
Profit before taxation R %1 A F 6 115,096 132,763
Income tax expense FIEHiA > 7 (17,403) (20,055)
Profit for the year F A FIE 97,693 112,708
Attributable to: BT AL FEL
Equity shareholders of the Company PN L i 97,600 112,474
Non-controlling interests eI iR 93 234
Profit for the year FRFE 97,693 112,708
Earnings per share BREF 11
Basic (USD) BEAR(ET) 0.19 0.22
Diluted (USD) 58 (1) 0.19 0.22

The Notes on pages 115 to 252 form part of these financial

statements.
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

re Bm AR E RS

For the year ended December 31, 2025 (Expressed in US dollar (“USD”))
EIZ 2025 12 31 HIFFE (K [T /3)7)

Year ended December 31,
BZE12A31BLEE

2025 2024
20254 20244
Note USD’ 000 USD’000
Bt et FER T
Profit for the year FRAFE 97,693 112,708
Other comprehensive income for the year FREMZEKE 10
(after tax adjustments) (HIERERE)
Item that will not be reclassified to profit or T EEH DR IR A
loss: EH
Remeasurement of defined benefit plan AERMFABEEEF T2 20 15
obligations
Item that may be reclassified subsequently to [fE12 AJpEE #7482 FE 25
profit or loss: HH -
Exchange difference on translation of financial LAZhgE&E ™ (£t ([ZET)) 11,191 (15,245)
statements of subsidiaries with functional BRoN) E T A 7] B 75
currencies other than US dollar (“USD") WK AE H =5
Other comprehensive income for the year FREMZEKZE 11,211 (15,230)
Total comprehensive income for the year FREZEWNEHALE 108,904 97,478
Attributable to: LU A L FE4S -
Equity shareholders of the Company VNN il 108,811 97,244
Non-controlling interests FEERR A 93 234
Total comprehensive income for the year FRAZEWEELE 108,904 97,478

The Notes on pages 115 to 252 form part of these financial
statements.
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

“re ISR

At December 31, 2025 (Expressed in US dollar (“USD"))
R2025% 127318 (U [#ET 517)

As at December 31,

M12H31H
2025 2024
20254 20244
Note USD’ 000 USD’000
Bt et FTEx T
Non-current assets FRBEE
Properties, plants and equipment Yz - BB RF&E 12 302,211 282,495
Right-of-use assets EREEE 13 68,480 57,511
Intangible assets B ERE 14 5,174 2,259
Goodwill SRS /&) 4,532 2,963
Interest in an associate N =N 2 - 67,348
Prepayments, deposits and other receivables TEIFIE - (RiEE K HAth 21 29,517 7,824
FEYRIE
Financial assets at fair value through profit or AR EEFEAHEES) 17 6,778 6,586
loss (“FVPL") A EERE ([UAR
BEEAHEE)A
BB NEeREE
Deferred tax assets RERIRE = 27(b) 55,882 51,781
472,574 478,767
Current assets RBEE
Derivative financial instruments TEERMTA 18 4,045 6,411
Inventories FE 19 448,051 608,304
Right to returned goods asset REIEYE ERER 4,329 16,516
Trade and bills receivables B SR GRIE & RN RS 20 459,204 489,473
Prepayments, deposits and other receivables JERFIA « (RES R HAth 21 41,749 42 122
FEW R IE
Taxation recoverable AT EFIE 27(a) 15,236 1,757
Pledged deposits EIRTFH 22(b) 19,455 20,189
Cash and cash equivalents Be RREEEY 22(a) 379,292 328,758
1,371,361 1,513,530

The Notes on pages 115 to 252 form part of these financial S 115E252 B KIMi @K ZET ERERH—3 D -

statements.
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
are ISR IR

At December 31, 2025 (Expressed in US dollar (“USD"))
R2025%F 124318 (U [T /517)

As at December 31,

M12H31H
2025 2024
2025 20244
Note USD’000 USD’000
it SFEEOL FEx
Current liabilities REAE

Bank loans RITER 23 107,754 192,619
Derivative financial instruments PTESmMIT A 18 2,203 6,392
Lease liabilities HEAE 24 9,391 5,157
Trade and bills payables B SN RIERENER 25 222,899 317,942
Other payables and accruals H fth FE (S 5RIE R FEET & 26 229,151 196,600
Taxation payable FERTREIE 27(a) 8,729 8,265
Provisions ey 28 43,529 32,313
Refund liabilities from right of return REIEFRRRARE 29 6,502 23,680
630,158 782,968
Net current assets REBEERE 741,203 730,562
Total assets less current liabilities HEERRBAE 1,213,777 1,209,329

Non-current liabilities kRBEE
Bank loans RITER 23 147,102 102,935
Lease liabilities HEaE 24 16,167 8,767
Provisions B 28 9,653 38,916
Deferred income IRAE W e 30 7,167 4,503
Defined benefit plan obligations RERNGTEIEE 31 329 354
Deferred tax liabilities BEBIEAE 27(b) 15,505 17,161
195,923 172,636
NET ASSETS EERE 1,017,854 1,036,693

The Notes on pages 115 to 252 form part of these financial 1152252 BHMIEBRZET HBHREN—3H -

statements.
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

e MR

At December 31, 2025 (Expressed in US dollar (“USD"))
R2025% 127318 (U [#ET 517)

As at December 31,

M12H31H
2025 2024
20254 20244
Note uUsD’000 USD’000
Mt et FERT FEx

CAPITAL AND RESERVES BEXRK B
Share capital i &N 32 601,859 601,859
Reserves ] 32 415,772 434,704
Total equity attributable to equity AATERERREGERERE 1,017,631 1,036,563
shareholders of the Company

Non-controlling interests RS 223 130
TOTAL EQUITY RSB 1,017,854 1,036,693

Approved and authorised for issue by the board of directors

on March 25, 2026.

Pan Longquan

ERER

Zhang Tong
SRFY

The Notes on pages 115 to 252 form part of these financial

statements.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

o LOyE HNEMEY e B T [ (HE 2GeEG) L & "Sluswialels |eloueUly 88y} Jo ed wio) g6z 01 G| | sebed uo sejoN 8yl
£69'960' ¢l £96'9€0'| 778'G9¢ (19) (9e1'8}) vLv'19 £.6'Ge 658°109 BEHMH IEH T 20Ty 1202 ‘1€ 19qwiada Je aouefeg
@) S (es)) - - - - (8s) s meypyeEYg  SIRI00SSE UB j0 9Masal a0 J0 SaIeyS
(185'2) = (285'2) (185'2) = - - - - (o)ze BUIBYDS PIeME BIBUS 10} SBIBYS JO 8SBYOING
(160'8}) - (160'Q1) (160'8H) - - - - - (9)ze SpuspIAIp jo uolielidouddy
- - - (86e'cl) - - 868'cl = = (np)ze aMssal Jo uonerdolddy
8.v'L6 1494 9¢'L6 viy'eh) Gh (sr2'st) - - - 8UOUI 8AISUBYBIAWOI [ej0]
(0ez'st) - (0ez'st) - Gl (sr2'sh) - - - 0} [ jHE 8WOU| BAISUBYBIAWO0 JOUlQ
80LCLL 1494 viv'eLl 280! - - - = = (NS 129k 8y} 10} 11j0id

cEETBHM+e0T 11202 10} Anba uj sabueyy
129096 (0 ScLo%6  owise  (99) (1682 008 lee9 68109 @HEELEIEb0eW 00 y202 ‘ Asenuer je aouejeg

¥ ¥t Yxt Vs Yt Yt Yt e 1¥: £l
000asn  000QSN  000QSN  000ASN  000.0SN 0000Sn  0000SN  00odSN  000QSN &N

#5%n %3 £ By EY (BElY)  $EEE gEIH YEGE  yH
W YEEFYT B

funba sjseuslul [e10] syjoid (Bujofonl EINERE)! EIVEREY! EIVEREY! [eyded

[e10] Buyjj0nu0d paulelay -uou) aniesal  abueyox3  Aloinjels JEMe) aleyg
-UON an[en Jie4 24d

EIER A
Auedwon 8y} o siapjoyaseys Ainbs o} 8|geINgUIY

RIEZERAERAT —T-HFEFR



CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

For the year ended December 31, 2025 (Expressed in US dollar (“USD”))

B2 2025F 12431 HIFEE (KT [ZT /5F)
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CONSOLIDATED CASH FLOW STATEMENT

mAERERER

For the year ended December 31, 2025 (Expressed in US dollar (“USD”))

B2 2025F 12431 HIFEE (U [ZT 5F)

Year ended December 31,
BZE12A31BLEE

2025 2024
2025%F 20244
Note USD’ 000 USD’000
Bt et FTEx T
Operating activities KeEEY
Cash generated from operations KEPEHES 22(c) 265,560 177,671
Tax paid BHIE 27(a) (41,279) (14,507)
Tax refund B 27(a) 5,074 4,520
Net cash generated from operating activities & & E B TS & F4E 229,355 167,684
Investing activities RETEE
Payment for the acquisition of properties, WEEMIZE ~ BB RS AR (73,554) (73,731)
plants and equipment and other long-term EAth R AIE E R R
assets
Proceeds from disposal of properties, plants H&EWZE « = LREHFT 3,250 2,896
and equipment 1FRIE
Proceeds from disposal of financial assets HENAREBEFE=EHEE 1,189,536 116,247
measured at FVPL T AZHIERNERE
EMFTS A
Payment for acquisition of financial assets WEEA AR EETE B A (1,187,638) (115,925)
measured at FVPL FETAZHERNCRE
EMRER
Acquisition of a subsidiary, net of cash WEE—FM B AR - Hk 36 (5,834) (6,907)
acquired BERERS
Proceeds from disposal of a subsidiary, net of & —FRifi B AR TS 22(f) 78,546 =
cash disposed of FIE - HIBRELERE
Interest received 2 U F 2 6(a) 6,470 7,005
Net cash generated from/(used in) investing R&EE S, (FiH)BEE 10,776 (70,415)

activities FEE

The Notes on pages 115 to 252 form part of these financial F115E252 B HKIFBRZET HREN—3H -

statements.
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CONSOLIDATED CASH FLOW STATEMENT

/\\/\ Eﬁ\/}ﬁ%%

For the year ended December 31, 2025 (Expressed in US dollar (“USD”))

B2 2025F 12431 HIFEE (KT [ZT /5F)

Year ended December 31,
BZE12A31BLEE

2025 2024
20254 20244
Note USD’ 000 USD’000
k3 FTEx FEx
Financing activities R EE
Capital element of lease rental paid BENEEHENERLD 22(d) (8,000) (4,071)
Interest element of lease rental paid BENEEHSNFEHLD 22(d) (637) (515)
Proceeds from new bank loans g iRITE AT IR 22(d) 456,896 433,682
Repayment of bank loans EERITER 22(d) (506,550) (457,772)
Interest paid Eﬁﬂ 22(d) (8,252) (10,571)
Increase in pledged deposits for banking RITRLE W E R F 5L N (933) (913)
facilities
Dividends paid to equity shareholders of SR TFARRAERRRR 32(b) (118,717) (18,091)
the Company SN
Payment for purchase of shares for share 8 B i) SR Ep T BIA% D 32(c) (4,049) (2,557)
award scheme (NES
Net cash used in financing activities REEE TR ST (190,242) (60,808)
Net increase in cash and cash equivalents RERBESZEFYEMNFHE 49,889 36,461
Cash and cash equivalents at the beginning £HHERELZEEY 22(a) 328,758 296,337
of the year
Effect of foreign exchange rate changes SNEEREENETE 645 (4,040)
Cash and cash equivalents at the end of FRESRBESEEY 22(a) 379,292 328,758
the year
The Notes on pages 115 to 252 form part of these financial £ 115E252 B KIMiEBKZET SREAH—3 D -

statements.
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(a)

NOTES TO THE FINANCIAL STATEMENTS

GENERAL INFORMATION

Chervon Holdings Limited (the “Company”) was
incorporated in Hong Kong on February 19, 1999 as
a limited liability company with its registered office at
Unit 04, 22/F, Saxon Tower, 7 Cheung Shun Street, Lai
Chi Kok, Kowloon, Hong Kong. The Company’s shares
were listed on the Main Board of the Stock Exchange of
Hong Kong Limited on December 30, 2021.

The Company is an investment holding company. The
Company and its subsidiaries (together, “the Group”)
are principally engaged in researching, developing,
manufacturing, testing, sales, and after-sale services
for power tools, outdoor power equipment and related
products. The information of the principal subsidiaries
is set out in Note 16.

MATERIAL ACCOUNTING POLICIES
Statement of compliance

These financial statements have been prepared in
accordance with HKFRS Accounting Standards, which
collective term includes all applicable individual Hong
Kong Financial Reporting Standards (“HKFRSs”),
Hong Kong Accounting Standards (“HKASs”) and
Interpretations issued by the Hong Kong Institute of
Certified Public Accountants (“HKICPA”), and the
requirements of the Hong Kong Companies Ordinance.
These financial statements also comply with the
applicable disclosure provisions of the Rules Governing
the Listing of Securities on The Stock Exchange of Hong
Kong Limited. Material accounting policies adopted by
the Group are disclosed below.

The HKICPA has issued certain new or amended
HKFRS Accounting Standards that are first effective or
available for early adoption for the current accounting
period of the Group. Note 2(c) provides information
on any changes in accounting policies resulting
from initial application of these developments to the
extent that they are relevant to the Group for the
current accounting periods reflected in these financial
statements.

(a)

BT R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)
(UZETT [FT /T - BrIESEHES)

—BRER

RIEZEBRERAT ([ARF]) BR19994F2
B19BARBBEMBHERAR » sk
ERNURBEBSNEZZARIEE7HRAES
221804 E © AR RIRMKH 2021412 A 30
AREBERBMERSMAERA R ER M -

ARABREBEBRAT - ARAREMER
A (R ALE]) TEX=EHTA - PO
BORERBEEROIE - R BE -
A HEMRERRE - TEMBRARNE
BN HIEE16

ERETHE
afREA

ZEMHRRDRIBEF AV HRE L S5
HRIRE  ZABAREERBESEMAE
(IBEEEAE]) BMEFEERNRER
BEMBHREEN ([ HEMBREER]) -
R ER ([FEEHEL]) RRBAR
FRRAURPIARTE o ZFPBEHRRITET
BREBMARFMARARAES EMRNE
RAEBEHRX - ARERANERNG BRI
BERTX -

ARG A EMEREMKARAE
E &Y E BT & A HIE R R AR T RT SIS RT
BEMBRE LG ER - FIRERAZE
EASEAHNERSAHRNSHABRE
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NOTES TO THE FINANCIAL STATEMENTS
B HS R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)
(ST [FT /T - BrIESEHES)

2

(b)

MATERIAL ACCOUNTING POLICIES
(CONTINUED)

Basis of preparation of the financial statements

The consolidated financial statements of the Group
for the year ended December 31, 2025 comprise the
Company and its subsidiaries.

The measurement basis used in the preparation of the
consolidated financial statements is the historical cost
basis except that the following assets and liabilities are
stated at their fair value as explained in the accounting
policies as set out below:

- derivative financial instruments (see Note 2(h)).

The preparation of financial statements in conformity
with HKFRS Accounting Standards requires
management to make judgements, estimates and
assumptions that affect the application of policies and
reported amounts of assets, liabilities, income and
expenses. The estimates and associated assumptions
are based on historical experience and various other
factors that are believed to be reasonable under the
circumstances, the results of which form the basis of
making the judgements about carrying values of assets
and liabilities that are not readily apparent from other
sources. Actual results may differ from these estimates.

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

Judgements made by management in the application
of HKFRS Accounting Standards that have significant
effect on the financial statements and major sources of
estimation uncertainty are discussed in Note 3.
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(c)

(d)

NOTES TO THE FINANCIAL STATEMENTS

MATERIAL ACCOUNTING POLICIES
(CONTINUED)

Changes in accounting policies

The Group has applied amendments to HKAS 21, The
effects of changes in foreign exchange rates — Lack of
exchangeability issued by the HKICPA to these financial
statements for the current accounting period. The
amendments do not have a material impact on these
financial statements as the group has not entered into
any foreign currency transactions in which the foreign
currency is not exchangeable into another currency.

The Group has not applied any new standard or
interpretation that is not yet effective for the current
accounting period.

Subsidiaries and non-controlling interests

Subsidiaries are entities controlled by the Group. The
Group controls an entity when it is exposed to, or has
rights to, variable returns from its involvement with the
entity and has the ability to affect those returns through
its power over the entity. The financial statements of
subsidiaries are included in the consolidated financial
statements from the date on which control commences
until the date on which control ceases.

Intra-group balances and transactions, and any
unrealised income and expenses (except for foreign
currency transaction gains or losses) arising from
intra-group transactions, are eliminated. Unrealised
losses resulting from intra-group transactions are
eliminated in the same way as unrealised gains,
but only to the extent that there is no evidence of
impairment.

Changes in the Group’s interests in a subsidiary that
do not result in a loss of control are accounted for as
equity transactions.
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NOTES TO THE FINANCIAL STATEMENTS
B HS R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)
(ST [FT /T - BrIESEHES)

2

(d)

(e)

MATERIAL ACCOUNTING POLICIES
(CONTINUED)

Subsidiaries and non-controlling interests
(Continued)

When the Group loses control of a subsidiary, it
derecognizes the assets and liabilities of the subsidiary,
and any related non-controlling interests (“NCI”) and
other components of equity. Any resulting gain or loss
is recognized in profit or loss. Any interest retained in
that former subsidiary is measured at fair value when
control is lost.

In the Company's statement of financial position,
an investment in a subsidiary is stated at cost less
impairment losses (see Note 2(l)(ii)), unless it is
classified as held for sale (or included in a disposal
group classified as held for sale).

Associates

An associate is an entity in which the Group or the
Company has significant influence, but not control or
joint control, over the financial and operating policies.

An interest in an associate is accounted for using the
equity method, unless it is classified as held for sale (or
included in a disposal group classified as held for sale).
They are initially recognized at cost, which includes
transaction costs. Subsequently, the consolidated
financial statements include the Group's share of the
profit or loss and other comprehensive income (“OCI”")
of those investees, until the date on which significant
influence ceases.

When the Group's share of losses exceeds its interest
in the associate, the Group’s interest is reduced to
nil and recognition of further losses is discontinued
except to the extent that the Group has incurred legal
or constructive obligations or made payments on behalf
of the investee. For this purpose, the Group’s interest is
the carrying amount of the investment under the equity
method together with any other long-term interests that
in substance form part of the Group’s net investment
in the associate after applying the ECL model to such
other long-term interests where applicable.
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NOTES TO THE FINANCIAL STATEMENTS

MATERIAL ACCOUNTING POLICIES
(CONTINUED)

Associates (Continued)

Unrealized gains arising from transactions with
equity-accounted investees are eliminated against the
investment to the extent of the Group’s interest in the
investee. Unrealized losses are eliminated in the same
way as unrealized gains, but only to the extent there is
no evidence of impairment.

Goodwill

Goodwill arising on acquisition of businesses is
measured at cost less accumulated impairment losses
and is tested annually for impairment (see Note 2(1)(ii)).

Other investments in securities

The Group's policies for investments in securities, other
than investments in subsidiaries and an associates, are
set out below.

Investments in securities are recognized/derecognized
on the date the Group commits to purchase/sell the
investment. The investments are initially stated at fair
value plus directly attributable transaction costs, except
for those investments measured at FVPL for which
transaction costs are recognized directly in profit or
loss. For an explanation of how the Group determines
fair value of financial instruments, see Note 33(e).
These investments are subsequently accounted for as
follows, depending on their classification.

Non-equity investments

Non-equity investments are classified into one of the
following measurement categories:

- amortized cost, if the investment is held for
the collection of contractual cash flows which
represent solely payments of principal and
interest. Expected credit losses, interest income
calculated using the effective interest method
(see Note 2(w)(ii)), foreign exchange gains and
losses are recognized in profit or loss. Any gain
or loss on derecognition is recognized in profit
or loss.
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NOTES TO THE FINANCIAL STATEMENTS
B HS R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)
(ST [FT /T - BrIESEHES)

2

(9)
(i)

(1)

MATERIAL ACCOUNTING POLICIES
(CONTINUED)

Other investments in securities (Continued)
Non-equity investments (Continued)

- fair value through other comprehensive income
(FVOCI) - recycling, if the contractual cash flows
of the investment comprise solely payments
of principal and interest and the investment is
held within a business model whose objective is
achieved by both the collection of contractual
cash flows and sale. Expected credit losses,
interest income (calculated using the effective
interest method) and foreign exchange gains
and losses are recognized in profit or loss
and computed in the same manner as if the
financial asset was measured at amortised
cost. The difference between the fair value and
the amortised cost is recognized in OCI. When
the investment is derecognized,
accumulated in OCI is recycled from equity to
profit or loss.

the amount

- FVPL if the investment does not meet the criteria
for being measured at amortized cost or FVOCI
(recycling). Changes in the fair value of the
investment (including interest) are recognized in
profit or loss.

Equity investments

An investment in equity securities is classified as
FVPL unless the investment is not held for trading
purposes and on initial recognition the Group makes
an irrevocable election to designate the investment at
FVOCI (non-recycling) such that subsequent changes
in fair value are recognized in OCI. Such elections are
made on an instrument-by-instrument basis but may
only be made if the investment meets the definition of
equity from the issuer’s perspective. If such election is
made for a particular investment, at the time of disposal,
the amount accumulated in the fair value reserve
(non-recycling) is transferred to retained earnings and
not recycled through profit or loss. Dividends from an
investment in equity securities, irrespective of whether
classified as at FVPL or FVOCI, are recognized in profit
or loss as other income (see Note 2(w)(ii)).
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(h)

(i)

NOTES TO THE FINANCIAL STATEMENTS

MATERIAL ACCOUNTING POLICIES
(CONTINUED)

Derivative financial instruments

The Group holds derivative financial instruments to
manage its foreign currency and interest rate risk
exposures. Embedded derivatives are separated from
the host contract and accounted for separately if the
host contract is not a financial asset and certain criteria
are met.

Derivatives are initially measured at fair value.
Subsequently, they are measured at fair value with
changes therein recognized in profit or loss, except
where the derivatives qualify for cash flow hedge
accounting or hedges of net investment in a foreign
operation.

Property, plant and equipment

Property, plant and equipment are stated at cost
(which is, in the case of assets acquired in a business
combination, the acquisition date fair value). ltems of
property, plant and equipment are stated at cost, which
includes capitalised borrowing costs, less accumulated
depreciation and any accumulated impairment losses
(see Note 2(1)(ii)).

If significant parts of an item of property, plant and
equipment have different useful lives, then they are
accounted for as separate items (major components).

Any gain or loss on disposal of an item of property,
plant and equipment is recognized in profit or loss.
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NOTES TO THE FINANCIAL STATEMENTS
B HS R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)
(ST [FT /T - BrIESEHES)

2

()

MATERIAL ACCOUNTING POLICIES
(CONTINUED)

Property, plant and equipment (Continued)

Depreciation is calculated to write off the cost of
property, plant and equipment, less their estimated
residual values, if any, using the straight line method
over their estimated useful lives, and is generally
recognized in profit or loss.

The estimated useful lives for the current and
comparative periods are as follows:

2

U]

BEREHEE (&)

¥ - BERRE (8

FEIEYE - BE RRENMGEAIERE
H DA AR OA T EH EL B AR 5T R BR(E B (10
BFE  BERIRRER -

7N HA F) % Bb 350 B ) &Y ik 51 7T {52 AR 4F B 0
™

Estimated useful life

fhEt A A FH

Leasehold land (see Note 2(k))

Plant and buildings B E RIEF
Machinery and equipment w28 &
Software and office equipment — #{F Kt Rk
Motor vehicles E

FAELH (F2EME2(K))

over the period of leases

A Ef

20 years or remaining lease terms
204 s I #R7H HR

3 - 10 years

3E104F

3 -5 years

3E5EF

5 - 10 years

5Z10%F

Depreciation methods, useful lives and residual values
are reviewed annually and adjusted if appropriate.

Construction in progress represents properties under
construction and machinery and equipment pending
installation and is stated at cost (which is, in the case
of assets acquired in a business combination, the
acquisition date fair value) less impairment losses (see
Note 2(I)(ii)). Cost comprises the purchase costs of
the asset and the related construction and installation
costs.

Construction in progress is transferred to property,
plant and equipment when the asset is substantially
ready for its intended use and depreciation will be
provided at the appropriate rates in accordance with
the depreciation polices specified above.

No depreciation is provided in respect of construction
in progress.
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NOTES TO THE FINANCIAL STATEMENTS

MATERIAL ACCOUNTING POLICIES
(CONTINUED)

Intangible assets (other than goodwill)

Expenditure on research activities is recognized in
profit or loss as incurred. Development expenditure is
capitalized only if the expenditure can be measured
reliably, the product or process is technically and
commercially feasible, future economic benefits are
probable and the Group intends to and has sufficient
resources to complete development and to use or
sell the resulting asset. Otherwise, it is recognized in
profit or loss as incurred. Capitalized development
expenditure is subsequently measured at cost less
accumulated amortization and any accumulated
impairment losses.

Intangible assets that are acquired by the Group
and have finite useful lives are measured at cost
(the acquisition date fair value) less accumulated
amortization and any accumulated impairment losses
(see Note 2(1)(ii)).

Amortization is calculated to write off the cost of
intangible assets less their estimated residual values
using the straight-line method over their estimated
useful lives, if any, and is generally recognized in profit
or loss.

The estimated useful lives for the current and
comparative periods are as follows:
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NOTES TO THE FINANCIAL STATEMENTS
B HS R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)
(ST [FT /T - BrIESEHES)

2

@

(k)

MATERIAL ACCOUNTING POLICIES
(CONTINUED)

Intangible assets (other than goodwill)
(Continued)

The patents, trademark and customer relationship of
the Group is arising from the business combination
and acquisition from a third party. The useful lives of
patents and trademark are estimated based on the
remaining period of economic benefits to be derived
from the respective products to be produced relying on
the acquired patents and product trademark. The useful
life of customer relationship is estimated based on the
historical length of business relationship and turnover
rate of customers of the acquiree.

The Group estimates the period of economic benefits
to be derived from the respective products based on
the expected time period required from its discovery
to commercialization and other factors, including the
patent protection period, the historical life of similar
products, the characteristics of such technologies,
their update frequency and market requirement and
Based on such assessment, the Group considers that
the expected economic useful lives of the patents and
trademark, the customer relationship held by the Group
are 10 years.

Amortization methods, useful lives and residual values
are reviewed annually and adjusted if appropriate.

Leased assets

At inception of a contract, the Group assesses whether
the contract is, or contains, a lease. This is the case
if the contract conveys the right to control the use of
an identified asset for a period of time in exchange for
consideration. Control is conveyed where the customer
has both the right to direct the use of the identified
asset and to obtain substantially all of the economic
benefits from that use.
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NOTES TO THE FINANCIAL STATEMENTS

MATERIAL ACCOUNTING POLICIES
(CONTINUED)

Leased assets (Continued)
As a lessee

Where the contract contains lease component(s) and
non-lease component(s), the Group has elected not
to separate non-lease components and accounts for
each lease component and any associated non-lease
components as a single lease component for all leases.

At the lease commencement date, the Group
recognizes a right-of-use asset and a lease liability,
except for leases that have a short lease term of 12
months or less and leases of low-value items. When
the Group enters into a lease in respect of a low-value
items, the Group decides whether to capitalize the
lease on a lease-by-lease basis. If not capitalised, the
associated lease payments are recognized in profit or
loss on a systematic basis over the lease term.

Where the lease is capitalized, the lease liability is
initially recognized at the present value of the lease
payments payable over the lease term, discounted
using the interest rate implicit in the lease or, if that
rate cannot be readily determined, using a relevant
incremental borrowing rate. After initial recognition,
the lease liability is measured at amortized cost and
interest expense is recognized using the effective
interest method. Variable lease payments that do not
depend on an index or rate are not included in the
measurement of the lease liability and are charged to
profit or loss as incurred.

The right-of-use asset recognized when a lease
is capitalized is initially measured at cost,
comprises the initial amount of the lease liability
adjusted for any lease payments made at or before
the commencement date, plus any initial direct
costs incurred and an estimate of costs to dismantle
and remove the underlying asset or to restore the
underlying asset or the site on which it is located,
less any lease incentives received. The right-of-use
asset is subsequently stated at cost less accumulated
depreciation and impairment losses (see Notes 2(i) and

2(1)(ii)).
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NOTES TO THE FINANCIAL STATEMENTS
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MATERIAL ACCOUNTING POLICIES
(CONTINUED)

Leased assets (Continued)
As a lessee (Continued)

The lease liability is remeasured when there is a
change in future lease payments arising from a change
in an index or rate, if there is a change in the Group’s
estimate of the amount expected to be payable under
a residual value guarantee, or if the Group changes
its assessment of whether it will exercise a purchase,
extension or termination option. When the lease liability
is remeasured in this way, a corresponding adjustment
is made to the carrying amount of the right-of-use asset,
or is recorded in profit or loss if the carrying amount of
the right-of-use asset has been reduced to zero.

The lease liability is also remeasured when there is a
lease modification, which means a change in the scope
of a lease or the consideration for a lease that is not
originally provided for in the lease contract, if such
modification is not accounted for as a separate lease. In
this case, the lease liability is remeasured based on the
revised lease payments and lease term using a revised
discount rate at the effective date of the modification.

The Group presents “right-of-use assets” and presents
“lease liabilities” separately in the consolidated
statement of financial position. The current portion of
long-term lease liabilities is determined as the present
value of contractual payments that are due to be settled
within twelve months after the reporting period.
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NOTES TO THE FINANCIAL STATEMENTS

MATERIAL ACCOUNTING POLICIES
(CONTINUED)

Leased assets (Continued)
As a lessor

The Group determines at lease inception whether
each lease is a finance lease or an operating lease.
A lease is classified as a finance lease if it transfers
substantially all the risks and rewards incidental to
the ownership of an underlying assets to the lessee.
Otherwise, the lease is classified as an operating lease.

When a contract contains lease and non-lease
components, the Group allocates the consideration
in the contract to each component on a relative
stand-alone selling price basis. The rental income from
operating leases is recognized in accordance with Note

2(w)(ii).

Credit losses and impairment of assets
Credit losses from financial instruments

The Group recognizes a loss allowance for expected
credit losses (“ECL”"s) on financial assets measured at
amortized cost (including cash and cash equivalents
and trade and other receivables).

Measurement of ECLs

ECLs are a probability-weighted estimate of credit
losses. Generally, credit losses are measured as the
present value of all expected cash shortfalls between
the contractual and expected amounts.

The expected cash shortfalls are discounted using the
following rates if the effect is material:

- fixed-rate financial assets and trade and other
receivables: effective interest rate determined at
initial recognition or an approximation thereof;
and

- variable-rate financial assets: current effective
interest rate.
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NOTES TO THE FINANCIAL STATEMENTS
B HS R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)
(ST [FT /T - BrIESEHES)

2

U

(i)

MATERIAL ACCOUNTING POLICIES
(CONTINUED)

Credit losses and impairment of assets
(Continued)

Credit losses from financial instruments (Continued)

Measurement of ECLs (Continued)

The maximum period considered when estimating ECLs
is the maximum contractual period over which the
Group is exposed to credit risk.

ECLs are measured on either of the following bases:

- 12-month ECLs: these are the portion of ECLs
that result from default events that are possible
within the 12 months after the reporting date
(or a shorter period if the expected life of the
instrument is less than 12 months); and

- lifetime ECLs:these are the ECLs that result from
all possible default events over the expected
lives of the items to which the ECL model
applies.

The Group measures loss allowances at an amount
equal to lifetime ECLs, except for the following, which
are measured at 12-month ECLs:

- financial instruments that are determined to have
low credit risk at the reporting date; and

- other financial instruments (including loan
commitments issued) for which credit risk (i.e.
the risk of default occurring over the expected
life of the financial instrument) has not increased
significantly since initial recognition.

Loss allowances for trade and other receivables are
always measured at an amount equal to lifetime ECLs.
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(i)

NOTES TO THE FINANCIAL STATEMENTS

MATERIAL ACCOUNTING POLICIES
(CONTINUED)

Credit losses and impairment of assets
(Continued)

Credit losses from financial instruments (Continued)

Significant increases in credit risk

When determining whether the credit risk of a financial
instrument (including a loan commitment) has
increased significantly since initial recognition and
when measuring ECLs, the Group considers reasonable
and supportable information that is relevant and
available without undue cost or effort. This includes
both quantitative and qualitative information and
analysis, based on the Group’s historical experience
and informed credit assessment, that includes
forward-looking information.

The Group assumes that the credit risk on a financial
asset has increased significantly if it is more than 30
days past due.

The Group considers a financial asset to be in default
when:

- the debtor 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

- the financial asset is 90 days past due.
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NOTES TO THE FINANCIAL STATEMENTS
B HS R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)
(ST [FT /T - BrIESEHES)

2

U

(i)

MATERIAL ACCOUNTING POLICIES
(CONTINUED)

Credit losses and impairment of assets
(Continued)

Credit losses from financial instruments (Continued)

Significant increases in credit risk (Continued)

The Group considers a financial instrument to have low
credit risk when its credit risk rating is equivalent to the
globally understood definition of ‘investment grade’.

ECLs are remeasured at each reporting date to reflect
changes in the financial instrument’s credit risk since
initial recognition. Any change in the ECL amount is
recognized as an impairment gain or loss in profit or
loss. The Group recognizes an impairment gain or
loss for all financial instruments with a corresponding
adjustment to their carrying amount through a loss
allowance account, except for investments in non-equity
securities that are measured at FVOCI (recycling), for
which the loss allowance is recognized in OCI and
accumulated in the fair value reserve (recycling) does
not reduce the carrying amount of the financial asset in
the statement of financial position.
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(i)

NOTES TO THE FINANCIAL STATEMENTS

MATERIAL ACCOUNTING POLICIES
(CONTINUED)

Credit losses and impairment of assets
(Continued)

Credit losses from financial instruments (Continued)

Credit-impaired financial assets

At each reporting date, the Group assesses whether a
financial asset is credit-impaired. A financial asset is
credit-impaired when one or more events that have a
detrimental impact on the estimated future cash flows
of the financial asset have occurred.

Evidence that a financial asset is credit-impaired
includes the following observable events:

- significant financial difficulties of the debtor;

- a breach of contract, such as a default or
delinquency in interest or principal payments;

- the restructuring of a loan or advance by the
Group on terms that the Group would not
consider otherwise;

- it is probable that the debtor will enter into
bankruptcy or other financial reorganization; or

- the disappearance of an active market for a
security because of financial difficulties of the
issuer.

Write-off policy

The gross carrying amount of a financial asset is written
off to the extent that there is no realistic prospect of
recovery. This is generally the case when the Group
otherwise determines that the debtor does not have
assets or sources of income that could generate
sufficient cash flows to repay the amounts subject to
the write-off.

Subsequent recoveries of an asset that was previously
written off are recognized as a reversal of impairment in
profit or loss in the period in which the recovery occurs.
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NOTES TO THE FINANCIAL STATEMENTS
B HS R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)
(ST [FT /T - BrIESEHES)

2

U

(i1)

MATERIAL ACCOUNTING POLICIES
(CONTINUED)

Credit losses and impairment of assets
(Continued)

Impairment of other non-current assets

At each reporting date, the Group reviews the
carrying amounts of its non-financial assets (other
than inventories and deferred tax assets) to determine
whether there is any indication of impairment.
such indication exists, then the asset’s recoverable
amount is estimated. Goodwill is tested annually for
impairment.

If any

For impairment testing, assets are grouped together
into the smallest group of assets that generates cash
inflows from continuing use that are largely independent
of the cash inflows of other assets or cash-generating
units (“CGU"s). Goodwill arising from a business
combination is allocated to CGUs or groups of CGUs
that are expected to benefit from the synergies of the
combination.

The recoverable amount of an asset or CGU is the
greater of its value in use and its fair value less costs of
disposal. Value in use is based on the estimated future
cash flows, 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 CGU.

An impairment loss is recognized if the carrying amount
of an asset or CGU exceeds its recoverable amount.

Impairment losses are recognized in profit or loss. They
are allocated first to reduce the carrying amount of any
goodwill allocated to the CGU, and then to reduce the
carrying amounts of the other assets in the CGU on a
pro rata basis.

An impairment loss in respect of goodwill is not
reversed. For other assets, an impairment loss is
reversed only to the extent that the resulting carrying
amount does not exceed the carrying amount that
would have been determined, net of depreciation
or amortization, if no impairment loss had been
recognized.
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(iii)

(m)

NOTES TO THE FINANCIAL STATEMENTS

MATERIAL ACCOUNTING POLICIES
(CONTINUED)

Credit losses and impairment of assets
(Continued)

Interim financial reporting and impairment

Under the Rules Governing the Listing of Securities on
the Stock Exchange of Hong Kong Limited, the Group
is required to prepare an interim financial report in
compliance with HKAS 34, Interim financial reporting,
in respect of the first six months of the financial year.
At the end of the interim period, the Group applies the
same impairment testing, recognition, and reversal
criteria as it would at the end of the financial year (see
Notes 2(I)(i) and (ii)).

Inventories

Inventories are measured at the lower of cost and net
realizable value.

Cost is calculated using the weighted average cost
formula and comprises all costs of purchase, costs of
conversion and other costs incurred in bringing the
inventories to their present location and condition.
In the case of work in progress, costs include direct
labour and appropriate share of overheads based on
normal operating capacity.

Net realizable value is the estimated selling price in the
ordinary course of business less the estimated costs of
completion and the estimated costs necessary to make
the sale.

Net realizable value represents the estimated selling
price less any estimated costs of completion and costs
to be incurred in selling the property.
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NOTES TO THE FINANCIAL STATEMENTS
B HS R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)
(ST [FT /T - BrIESEHES)

2

(n)

(0)

(P)

MATERIAL ACCOUNTING POLICIES
(CONTINUED)

Contract liabilities

A contract liability is recognized when the customer
pays consideration before the Group recognizes the
related revenue (see Note 2(w)). A contract liability
is also recognized if the Group has an unconditional
right to receive consideration before the Group
recognizes the related revenue. In such latter cases, a
corresponding receivable is also recognized (see Note
2(0)).

When the contract includes a significant financing
component, the contract balance includes interest
accrued under the effective interest method (see Note

2(w)(i)).

Trade and other receivables

A receivable is recognized when the Group has an
unconditional right to receive consideration and only
the passage of time is required before payment of that
consideration is due.

Trade receivables that contain a significant financing
component and other receivables are initially measured
at fair value plus transaction costs. All receivables are
subsequently stated at amortized cost (see Note 2(1)(i)).

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank
and on hand, demand deposits with banks and other
financial institutions, and other short-term, highly
liquid investments that are readily convertible into
known amounts of cash and which are subject to an
insignificant risk of changes in value, having been
within three months of maturity at acquisition. Cash and
cash equivalents are assessed for ECL (see Note 2(l)

(i)).
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NOTES TO THE FINANCIAL STATEMENTS

MATERIAL ACCOUNTING POLICIES
(CONTINUED)

Interest-bearing borrowings

Interest-bearing borrowings are measured initially
at fair value less transaction costs. Subsequently,
these borrowings are stated at amortized cost using
the effective interest method. Interest expense is
recognized in accordance with Note 2(z).

Trade and other payables (other than refund
liabilities)

Trade and other payables are initially recognized at fair
value. Subsequent to initial recognition, trade and other
payables are stated at amortized cost unless the effect
of discounting would be immaterial, in which case they
are stated at invoice amounts.

Employee benefits

Short-term employee benefits and contributions to
defined contribution retirement plans

Short-term employee benefits are expensed as the
related service is provided. A liability is recognized
for the amount expected to be paid if the Group has
a present legal or constructive obligation to pay this
amount as a result of past service provided by the
employee and the obligation can be estimated reliably.

Obligations for contributions to defined contribution
retirement plans are expensed as the related service is
provided.

Termination benefits

Termination benefits are expensed at the earlier of
when the Group can no longer withdraw the offer of
those benefits and when the Group recognizes costs
for a restructuring.
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NOTES TO THE FINANCIAL STATEMENTS
B HS R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)
(ST [FT /T - BrIESEHES)

2

(s)
(i)

MATERIAL ACCOUNTING POLICIES
(CONTINUED)

Employee benefits (Continued)
Defined benefit retirement plans obligations

The Group’s net obligation in respect of defined benefit
retirement plans is calculated separately for each
plan by estimating the amount of future benefit that
employees have earned in return for their service in the
current and prior periods; that benefit is discounted
to determine the present value. The calculation is
performed by a qualified actuary using the projected
unit credit method. When the calculation results in a
benefit to the Group, the recognized asset is limited to
the present value of economic benefits available in the
form of any future refunds from the plan or reductions
in future contributions to the plan.

Service cost and net interest expense (income) on
the net defined benefit liability (asset) are recognized
in profit or loss and allocated by function as part of
“cost of sales”, “selling and distribution expenses”
r “administrative expenses”. Current service cost is
measured as the increase in the present value of the
defined benefit obligation resulting from employee
service in the current period. Net interest expense
(income) for the period is determined by applying the
discount rate used to measure the defined benefit
obligation at the beginning of the reporting period to
the net defined benefit liability (asset). The discount
rate is the yield at the end of the reporting period on
high quality corporate bonds that have maturity dates
approximating the terms of the Group’s obligations.
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(t)

NOTES TO THE FINANCIAL STATEMENTS

MATERIAL ACCOUNTING POLICIES
(CONTINUED)

Employee benefits (Continued)
Defined benetfit retirement plans obligations (Continued)

When the benefits of a plan are changed, or when a
plan is curtailed, current service cost for the portion
of the changed benefit related to past service by
employees, or the gain or loss on curtailment, is
recognized as an expense in profit or loss at the earlier
of when the plan amendment or curtailment occurs and
when related restructuring costs or termination benefits
are recognized.

Remeasurements arising from defined benefit retirement
plans are recognized in other comprehensive income
and reflected immediately in retained earnings.
Remeasurements comprise actuarial gains and losses,
the return on plan assets (excluding amounts included
in net interest on the net defined benefit liability (asset))
and any change in the effect of the asset ceiling
(excluding amounts included in net interest on the net
defined benefit liability (asset)).

Share-based payments

The fair value of share-based payment awards granted
to employees is recognized as an employee cost with a
corresponding increase in a reserve within equity. The
fair value is measured at grant date by reference to the
market price or the valuer’'s valuation of the underlying
shares. Where the employees have to meet vesting
conditions before becoming unconditionally entitled to
the shares, the total estimated fair value of the shares is
spread over the vesting period, taking into account the
probability that the shares will vest.

During the vesting period, the number of shares that is
expected to vest is reviewed. Any resulting adjustment
to the cumulative fair value recognized in prior years is
charged/credited to the profit or loss for the year of the
review, unless the original employee expenses qualify
for recognition as an asset, with a corresponding
adjustment to the capital reserve. On vesting date, the
amount recognized as an expense is adjusted to reflect
the actual number that vest (with a corresponding
adjustment to the reserve).

(s)
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NOTES TO THE FINANCIAL STATEMENTS
B HS R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)
(ST [FT /T - BrIESEHES)

2

(u)

MATERIAL ACCOUNTING POLICIES
(CONTINUED)

Income tax

Income tax expense comprises current tax and deferred
tax. It is recognized in profit or loss except to the
extent that it relates to a business combination, or items
recognized directly in equity or in OCI.

Current tax comprises the estimated tax payable or
receivable on the taxable income or loss for the year
and any adjustments to the tax payable or receivable
in respect of previous years. The amount of current tax
payable or receivable is the best estimate of the tax
amount expected to be paid or received that reflects
any uncertainty related to income taxes. It is measured
using tax rates enacted or substantively enacted at the
reporting date. Current tax also includes any tax arising
from dividends.

Current tax assets and liabilities are offset only if certain
criteria are met.

Deferred tax is recognized in respect of temporary
differences between the carrying amounts of assets
and liabilities for financial reporting purposes and the
amounts used for taxation purposes. Deferred tax is not
recognized for:

- temporary differences on the initial recognition
of assets or liabilities in a transaction that is not
a business combination and that affects neither
accounting nor taxable profit or loss and does
not give rise to equal taxable and deductible
temporary differences;

- temporary differences related to investment in
subsidiaries, associates and joint venture to the
extent that the Group is able to control the timing
of the reversal of the temporary differences and
it is probable that they will not reverse in the
foreseeable future;
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(u)

NOTES TO THE FINANCIAL STATEMENTS

MATERIAL ACCOUNTING POLICIES
(CONTINUED)

Income tax (Continued)

- taxable temporary differences arising on the
initial recognition of goodwill; and

= those related to the income taxes arising from
tax laws enacted or substantively enacted to
implement the Pillar Two model rules published
by the Organisation for Economic Co-operation
and Development.

The Group recognized deferred tax assets and deferred
tax liabilities separately in relation to its lease liabilities
and right-of-use assets.

Deferred tax assets are recognized for unused tax
losses, unused tax credits and deductible temporary
differences to the extent that it is probable that future
taxable profits will be available against which they
can be used. Future taxable profits are determined
based on the reversal of relevant taxable temporary
differences. If the amount of taxable temporary
differences is insufficient to recognize a deferred
tax asset in full, then future taxable profits, adjusted
for reversals of existing temporary differences, are
considered, based on the business plans for individual
subsidiaries in the Group. Deferred tax assets are
reviewed at each reporting date and are reduced to the
extent that it is no longer probable that the related tax
benefit will be realized; such reductions are reversed
when the probability of future taxable profits improves.

Deferred tax assets and liabilities are offset only if
certain criteria are met.
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NOTES TO THE FINANCIAL STATEMENTS
B HS R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)
(ST [FT /T - BrIESEHES)

2

v)

MATERIAL ACCOUNTING POLICIES
(CONTINUED)

Provisions and contingent liabilities

Generally provisions are determined by discounting the
expected future cash flows at a pre-tax rate that reflects
current market assessment of the time value of money
and the risks specific to the liability.

A provision for warranties is recognized when the
underlying products or services are sold, based on
historical warranty data and a weighting of possible
outcomes against their associated probabilities.

A provision for onerous contracts is measured at the
present value of the lower of the expected cost of
terminating the contract and the expected net cost of
continuing with the contract, which is determined based
on the incremental costs of fulfilling the obligation under
that contract and an allocation of other costs directly
related to fulfilling that contract. Before a provision is
established, the Group recognizes any impairment loss
on the assets associated with that contract (see Note 2

(D(i)).

A restructuring provision is recognised only when the
general recognition criteria for provision are met. The
obligation for a restructuring is often constructive. A
constructive restructuring obligation arises only when
there is a detailed formal plan identifying the main
features of the restructuring; and a valid expectation
in those affected that the entity will carry out the
restructuring by starting to implement the plan or
announcing its main features to those affected.

Restructuring provision includes only the direct
expenditures arising from the restructuring, which are
necessarily entailed by the restructuring and not those
associated with the entity’s ongoing activities. Any
expected gains on the sale of assets are not considered
in measuring a restructuring provision.
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(v)

(w)

()

NOTES TO THE FINANCIAL STATEMENTS

MATERIAL ACCOUNTING POLICIES
(CONTINUED)

Provisions and contingent liabilities (Continued)

Where it is not probable that an outflow of economic
benefits will be required, or the amount cannot be
estimated reliably, the obligation is disclosed as a
contingent liability, unless the probability of outflow
of economic benefits is remote. Possible obligations,
whose existence will only be confirmed by the
occurrence or non-occurrence of one or more future
events are also disclosed as contingent liabilities
unless the probability of outflow of economic benefits is
remote.

Where some or all of the expenditure required to settle
a provision is expected to be reimbursed by another
party, a separate asset is recognized for any expected
reimbursement that would be virtually certain. The
amount recognized for the reimbursement is limited to
the carrying amount of the provision.

Revenue and other income

Income is classified by the Group as revenue when it
arises from the sale of goods, the provision of services
or the use by others of the Group’s assets under leases
in the ordinary course of the Group's business.

Further details of the Group’s revenue and other income
recognition policies are as follows:

Revenue from contracts with customers

The Group is the principal for its revenue transactions
and recognizes revenue on a gross basis. In
determining whether the Group acts as a principal or as
an agent, it considers whether it obtains control of the
products before they are transferred to the customers.
Control refers to the Group's ability to direct the use of
and obtain substantially all of the remaining benefits
from the products.

Revenue is recognized when control over a product or
service is transferred to the customer at the amount of
promised consideration to which the Group is expected
to be entitled, excluding those amounts collected on
behalf of third parties such as value added tax or other
sales taxes.
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NOTES TO THE FINANCIAL STATEMENTS
B HS R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)
(ST [FT /T - BrIESEHES)

2

(w)
(i)

MATERIAL ACCOUNTING POLICIES 2

(CONTINUED)
Revenue and other income (Continued)
Revenue from contracts with customers (Continued)

Sale of goods

Sales of the Group’s products are recognized as
follows:

Revenue is recognized when the customer takes
possession of and accepts the products. Payment
terms and conditions vary by customers and are based
on the billing schedule established in the contracts
or purchase orders with customers, but the Group
generally provides credit terms to customers within six
months upon customer acceptance. The Group takes
advantage of the practical expedient in paragraph 63
of HKFRS 15 and does not adjust the consideration for
any effects of a significant financing component as the
period of financing is 12 months or less.

The Group offers warranties for its products for up to
three years from the date of sale. A related provision is
recognized in accordance with the Note 2(v).
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(w)
(i)

NOTES TO THE FINANCIAL STATEMENTS

MATERIAL ACCOUNTING POLICIES 2

(CONTINUED)
Revenue and other income (Continued)
Revenue from contracts with customers (Continued)

Sale of goods (Continued)

The Group typically offers customers of products
that are not made-to-order rights of return for a
period of 90 days upon customer acceptance. It also
offers retrospective volume rebates to certain major
customers of products when their purchases reach an
agreed threshold. Such rights of return and volume
rebates give rise to variable consideration. The Group
uses an expected value approach to estimate variable
consideration based on the Group’s current and
future performance expectations and all information
that is reasonably available. This estimated amount
is included in the transaction price to the extent it is
highly probable that a significant reversal of cumulative
revenue recognized will not occur when the uncertainty
associated with the variable consideration is resolved.
At the time of sale of products, the Group recognizes
revenue after taking into account adjustment to
transaction price arising from returns and rebates as
mentioned above. A refund liability is recognized for the
expected returns and rebates, and is included in refund
liabilities from right of return (see Note 29). A right to
recover returned goods and corresponding adjustment
to cost of sales are also recognized for the right to
recover products from customers. This right to recover
returned goods is measured at the former carrying
amount of the inventory less any expected costs to
recover goods (including potential decreases in the
value of the returned goods).
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NOTES TO THE FINANCIAL STATEMENTS

5 HRR MR

(Expressed in US dollar (“USD”) unless otherwise indicated)
(ST [FT /T - BrIESEHES)

2 MATERIAL ACCOUNTING POLICIES
(CONTINUED)

(w) Revenue and other income (Continued)
(ii) Revenue from other sources and other income

(a) Rental income from operating leases

Rental income from operating leases is
recognized in profit or loss on a straight-line
basis over the term of the lease. Lease
incentives granted are recognized as an integral
part of the total rental income, over the term of
the lease.

(b) Interest income

Interest income is recognized using the effective
interest method. The ‘effective interest rate’ is
the rate that exactly discounts estimated future
cash receipts through the expected life of the
financial asset to the gross carrying amount of
the financial asset. In calculating interest income,
the effective interest rate is applied to the gross
carrying amount of the asset (when the asset is
not credit-impaired). However, for financial assets
that have become credit-impaired subsequent to
initial recognition, interest income is calculated
by applying the effective interest rate to the
amortized cost of the financial asset. If the asset
is no longer credit-impaired, then the calculation
of interest income reverts to the gross basis.

(c) Government grants

Government grants are recognized in the
statement of financial position initially when
there is reasonable assurance that they will be
received and that the Group will comply with the
conditions attaching to them.

Grants that compensate the Group for expenses
incurred are recognized as income in profit or
loss on a systematic basis in the same periods
in which the expenses are incurred.

Grants that compensate the Group for the cost
of an asset are recognized as deferred income
and subsequently recognized in profit or loss
on a systematic basis over the useful life of the
asset.
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(w)
(ii)

(x)

(y)

NOTES TO THE FINANCIAL STATEMENTS

MATERIAL ACCOUNTING POLICIES
(CONTINUED)

Revenue and other income (Continued)

Revenue from other sources and other income
(Continued)

(d) Dividends

Dividend income is recognized in profit or loss
on the date on which the Group’s right to receive
payment is established.

Refund liabilities

A refund liability is the obligation to refund some or all
of the consideration received (or receivable) from the
customer and is measured at the amount the Group
ultimately expects it will have to return to the customer.
The Group updates its estimates of refund liabilities
(and the corresponding change in the transaction price)
at the end of each reporting period.

Translation of foreign currencies

Transactions in foreign currencies are translated
into the respective functional currencies of Group
companies at the exchange rates at the dates of the
transactions.

Monetary assets and liabilities denominated in foreign
currencies are translated into the functional currency at
the exchange rate at the reporting date. Non-monetary
assets and liabilities that are measured at fair value
in a foreign currency are translated into the functional
currency at the exchange rate when the fair value was
determined. Non-monetary assets and liabilities that are
measured based on historical cost in a foreign currency
are translated at the exchange rate at the date of the
transaction. Foreign currency differences are generally
recognized in profit or loss.

However, foreign currency differences arising from the
translation of the following items are recognized in OCI:

- an investment in equity securities designated as
at FVOCI;
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NOTES TO THE FINANCIAL STATEMENTS
B HS R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)
(ST [FT /T - BrIESEHES)

2

(y)

MATERIAL ACCOUNTING POLICIES
(CONTINUED)

Translation of foreign currencies (Continued)

- a financial liability designated as a hedge of
the net investment in a foreign operation to the
extent that the hedge is effective; and

- qualifying cash flow hedges to the extent that
the hedges are effective.

The assets and liabilities of foreign operations,
including goodwill and fair value adjustments arising on
acquisition, are translated into Hong Kong dollars at the
exchange rates at the reporting date. The income and
expenses of foreign operations are translated into Hong
Kong dollars at the exchange rates at the dates of the
transactions.

Foreign currency differences are recognized in OCI| and
accumulated in the exchange reserve, except to the
extent that the translation difference is allocated to NCI.

When a foreign operation is disposed of in its entirety or
partially such that control, significant influence or joint
control is lost, the cumulative amount in the exchange
reserve related to that foreign operation is reclassified
to profit or loss as part of the gain or loss on disposal.
On disposal of a subsidiary that includes a foreign
operation, the cumulative amount of the exchange
differences relating to that foreign operation that have
been attributed to the NCI shall be derecognized,
but shall not be reclassified to profit or loss. If the
Group disposes of part of its interest in a subsidiary
but retains control, then the relevant proportion of
the cumulative amount is reattributed to NCI. When
the Group disposes of only part of an associate or
joint venture while retaining significant influence or
joint control, the relevant proportion of the cumulative
amount is reclassified to profit or loss.
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(2)

(aa)

NOTES TO THE FINANCIAL STATEMENTS

MATERIAL ACCOUNTING POLICIES
(CONTINUED)

Borrowing costs

Borrowing costs that directly attributable to the
acquisition, construction or production of an asset
which necessarily takes a substantial period of time to
get ready for its intended use or sale are capitalized as
part of the cost of that asset. Other borrowing costs are
expensed in the period in which they are incurred.

Asset acquisition

Groups of assets acquired and liabilities assumed are
assessed to determine if they are business or asset
acquisitions. On an acquisition-by-acquisition basis,
the Group chooses to apply a simplified assessment
of whether an acquired set of activities and assets
is an asset rather than business acquisition, when
substantially all of the fair value of the gross assets
acquired is concentrated in a single identifiable asset
or group of similar identifiable assets.

When a group of assets acquired and liabilities
assumed do not constitute a business, the overall
acquisition cost is allocated to the individual identifiable
assets and liabilities based on their relative fair values
at the date of acquisition. An exception is when the sum
of the individual fair values of the identifiable assets
and liabilities differs from the overall acquisition cost.
In such case, any identifiable assets and liabilities that
are initially measured at an amount other than cost in
accordance with the Group's policies are measured
accordingly, and the residual acquisition cost is
allocated to the remaining identifiable assets and
liabilities based on their relative fair values at the date
of acquisition.
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NOTES TO THE FINANCIAL STATEMENTS

5 HRR MR

(Expressed in US dollar (“USD”) unless otherwise indicated)
(ST [FT /T - BrIESEHES)

2 MATERIAL ACCOUNTING POLICIES
(CONTINUED)

(bb) Related parties

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

(i) has control or joint control over the
Group;

(i) has significant influence over the Group;
or

(iii) is a member of the key management
personnel of the Group or the Group's
parent.

(b) An entity is related to the Group if any of the
following conditions applies:

(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).

(i) 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).

(iii) 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.
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NOTES TO THE FINANCIAL STATEMENTS

2 MATERIAL ACCOUNTING POLICIES
(CONTINUED)

(bb) Related parties (Continued)

(b) An entity is related to the Group if any of the
following conditions applies: (Continued)

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

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

(viii)  The entity, or any member of a group
of which it is a part, provides key
management personnel services to the
Group or to the 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 the
entity.
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NOTES TO THE FINANCIAL STATEMENTS
B HS R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)
(ST [FT /T - BrIESEHES)

2

(cc)

MATERIAL ACCOUNTING POLICIES
(CONTINUED)

Segment reporting

Operating segments, and the amounts of each segment
item reported in the financial statements, are identified
from the financial information provided regularly to the
Group’s most senior executive management for the
purposes of allocating resources to, and assessing the
performance of, the Group’s various lines of business
and geographical locations.

Individually material operating segments are not
aggregated for financial reporting purposes unless the
segments have similar economic characteristics and
are similar in respect of the nature of products and
services, the nature of production processes, the type
or class of customers, the methods used to distribute
the products or provide the services, and the nature of
the regulatory environment. Operating segments which
are not individually material may be aggregated if they
share a majority of these criteria.

SIGNIFICANT ACCOUNTING JUDGEMENTS
AND ESTIMATES

Key sources of estimation uncertainty

Notes 17, 18 and 33(e) contains information about the
assumptions and their risk factors relating to fair value
of financial assets. Other key sources of estimation
uncertainty are as follows:

(a) Net realizable value of inventories

Net realizable value of inventories is the
estimated selling price in the ordinary course of
business less estimated costs of completion and
the estimated costs necessary to make the sale.
These estimates are based on the current market
conditions and the historical experience of
selling products with similar nature. Any change
in the assumptions would increase or decrease
the amount of inventories write-down or the
related reversals of write-down made in prior
years and affect the Group’s net assets value.
The Group reassesses these estimates annually.
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NOTES TO THE FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING JUDGEMENTS
AND ESTIMATES (CONTINUED)

Key sources of estimation uncertainty (Continued)

(b)

(c)

Impairment of trade and other receivables

The Group estimates the amount of loss
allowance for ECLs on trade and other
receivables that are measured at amortized
cost based on the credit risk of the respective
financial instruments. The loss allowance amount
is measured as the asset’s carrying amount and
the present value of estimated future cash flows
with the consideration of expected future credit
loss of the respective financial instrument. The
assessment of the credit risk of the respective
financial instrument involves high degree of
estimation and uncertainty. When the actual
future cash flows are less than expected or more
than expected, a material impairment loss or a
material reversal of impairment loss may arise,
accordingly.

Warranty provisions

The Group makes provisions under the
warranties it gives on sale of its power tools and
outdoor power equipment taking into account the
Group’s recent claim experience. As the Group
is continually upgrading its product designs
and launching new models it is possible that
the recent claim experience is not indicative of
future claims that it will receive in respect of past
sales. Any increase or decrease in the provision
would affect profit or loss in future years.
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NOTES TO THE FINANCIAL STATEMENTS

5 HRR MR

(Expressed in US dollar (“USD”) unless otherwise indicated)
(ST [FT /T - BrIESEHES)

3 SIGNIFICANT ACCOUNTING JUDGEMENTS
AND ESTIMATES (CONTINUED)

Key sources of estimation uncertainty (Continued)

(@)

(e)

The recognition of the deferred tax assets

The recognition of the deferred tax assets mainly
depends on whether sufficient future taxable
profits or taxable temporary differences will
be available. In cases where the actual future
taxable profits generated are less or more than
expected, or change in facts and circumstances
which result in revision of future taxable profits
estimation, a material reversal or further
recognition of deferred tax assets may arise,
which would be recognized in profit or loss for
the period in which such a reversal or further
recognition takes place.

Right to returned goods asset

The Group makes a reasonable estimate of the
return rate for a portfolio of contracts with similar
characteristics based on historical sales data,
current sales conditions and taking into account
all relevant information such as customer and
market changes. The return rate is reasonably
estimated. The estimated return rate may not
equal the actual return rate in the future and
the Group reassesses the return rate at least at
each balance sheet date and determines the
return rate based on the reassessed return rate.
The Group reassesses the return rate at least
at each balance sheet date and determines the
accounting treatment based on the reassessed
return rate. products with similar nature. Any
change in the assumptions would increase or
decrease the amount of inventories write-down
or the related reversals of write-down made in
prior years and affect the Group’s net assets
value. The Group reassesses these estimates
annually.
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(a)

()

NOTES TO THE FINANCIAL STATEMENTS

REVENUE AND SEGMENT REPORTING
Revenue

The principal activities of the Group are researching,
developing, manufacturing, testing, sales, and
after-sale services for power tools, outdoor power
equipment and related products. Further details
regarding the Group’s principal activities are disclosed
in Note 4(b).

Disaggregation of revenue

Disaggregation of revenue from contracts with
customers by business lines is as follows:

(a)

()

BT R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)
(UZETT [FT /T - BrIESEHES)

WA R D EBEHE
L ON

AEBENFEXEBEEHTA  PHB R
BRBMEMRMITE & B HER
ERRY - ERAAKBEEIERTNE T
BB EE4(0) R

WAZEE
HRP AR A AR ARER RO RWT ¢

Year ended December 31,
BZ12A31HLEEE

2025 2024
20254 20244
USD’ 000 USD’000
FEEn FET
Revenue from contracts with customers FEBEHREERFE15KEBER
within the scope of HKFRS 15 HEF TS AHBA
Disaggregated by major products EEXE2EMSHE
— Sales of power tools — BT AMHER 610,720 747,638
— Sales of outdoor power equipment — PN NSRBI E R 1,008,843 1,007,478
— Others — HAty 8,222 18,657
1,627,785 1,773,773

The Group’s revenue from contracts with customers
were recognized at point in time.

The Group’s customer base is diversified and 1 (2024:
1) customer with whom transactions has exceeded 10%
of the Group’s revenues for the year ended December
31, 2025. The total revenue from the sales of power
tools, outdoor power equipment and others to these
customers amounted to US$563 million (2024: US$694
million) and arose in North Americans. Details of
concentrations of credit risk arising from the customers
are set out in Note 33(a).

REBEE P A6 KR WA TR i 38

7
s ©

REENEFERAZ L - #E2025%F
12A31BLLFE Bz R SEBBAEERK
A% MR R14 (20245 - 18) B °
EXAIENRZERFHEZEHTA P
INEN R R ERATIS B A B5638
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NOTES TO THE FINANCIAL STATEMENTS
B HS R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)
(ST [FT /T - BrIESEHES)

4

(a)
(1)

(b)

REVENUE AND SEGMENT REPORTING
(CONTINUED)

Revenue (Continued)

Revenue expected to be recognized in the future
arising from contracts with customers in existence at
the reporting date

The Group has applied the practical expedient in
paragraph 121 of HKFRS 15 to its sales contracts for
goods such that information about revenue expected to
be recognized in the future is not disclosed in respect
of revenue that the Group will be entitled to when it
satisfies the remaining performance obligations under
the contracts for sales of goods that had an expected
duration of one year or less.

Segment reporting

The Group manages its businesses by divisions,
which are organised by a mixture of both business
lines (products and services) and geography. In a
manner consistent with the way in which information is
reported internally to the Group’s most senior executive
management for the purposes of resource allocation
and performance assessment, the Group has presented
the following reportable segments. No operating
segments have been aggregated to form the following
reportable segment.

o Power tools: sales of power tools and power
tool accessories for consumer, professional
and industrial users. The products are available
under the FLEX, DEVON, SKIL and X-TRON
brands plus original design manufacturer
(“*ODM”) customers.

o QOutdoor power equipment: sales of outdoor
tools and outdoor tool accessories for premium
or professional and mass-market users. The
products are available under the EGO, SKIL
brands and some ODM private labels.

° Others: sales of parts and components to a
home appliances business.
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(b)
()

NOTES TO THE FINANCIAL STATEMENTS

REVENUE AND SEGMENT REPORTING
(CONTINUED)

Segment reporting (Continued)
Information about reportable segments

For the purposes of assessing segment performance
and allocating resources between segments, the
Group’s senior executive management monitor the
results attributable to each reportable segment on the
following bases:

Revenue are allocated to the reportable segments with
reference to sales generated by those segments.

The measure used for reporting segment profit is gross
profit. Segment profit is used to measure performance
as management believes that such information is the
most relevant in evaluating the results of the respective
segments relative to other entities that operate in the
same industries.

In addition to receiving segment information concerning
segment results, management is provided with segment
information concerning revenue generated by the
segments in their operations.

Segment assets and liabilities are not regularly
reported to the Group’s executive directors and
therefore information of reportable segment assets and
liabilities are not presented in the consolidated financial
statements.

(b)
()
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NOTES TO THE FINANCIAL STATEMENTS

5 HRR MR

(Expressed in US dollar (“USD”) unless otherwise indicated)
(ST [FT /T - BrIESEHES)

4 REVENUE AND SEGMENT REPORTING 4
(CONTINUED)

(b) Segment reporting (Continued) (b)
0] Information about reportable segments (Continued) (i)

Disaggregation of revenue from contracts with customers
by the timing of revenue recognition, as well as
information regarding the Group’s reportable segments
as provided to the Group’s senior executive management
for the purposes of resource allocation and assessment
of segment performance is set out below.

WAR 2 EBHRE ()

2 EREHE (8)
BRI #RE 7 BRI B (4R)

BRARRAREESHREEL A ONEA
DI ARABERD BNy RE AR A TR
AEBSRITHREEABRKNEHEAEE
AREDHNERBNTX °

Reportable segments

AR E D2
Outdoor Total
Power power reportable
tools equipment Others segments
EBTA FHBHRE Hith AIR&EDHERE
UsD’ 000 UsD’000 UsD’ 000 UsD’000
S TER FTER FTER
2025 2025
Revenue from external customers B MBEF KK A
Point in time INEIEE 610,720 1,008,843 8,222 1,627,785
Gross profit from external customers R B MBEFREF & 173,661 360,368 1,855 535,884
and reportable segment profit BTN
Reportable segments
A3 S
Outdoor Total
Power power reportable
tools equipment Others segments
EHILAE PN NRE Hit A& apasE
UsD'000 UsD'000 USD’000 USD’000
T FET = =T
2024 20245
Revenue from external customers R ESMBEFHIKA
Point in time NS nE 747,638 1,007,478 18,657 1,773,773
Gross profit from external customers & BIMBEFHIEF K& 224,902 386,362 4,417 615,681

and reportable segment profit AR 5 20
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(b)
(ii)

(iii)

NOTES TO THE FINANCIAL STATEMENTS
BT R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)
(UZETT [FT /T - BrIESEHES)

REVENUE AND SEGMENT REPORTING 4 WARSHEE (&)
(CONTINUED)

Segment reporting (Continued) (b) DEFHSE (B
Reconciliations of reportable segment gross profit (i) A RE D B EFIEE
Year ended December 31,
BZE12A31BLEE
2025 2024
20254 20244
USD’ 000 USD’000
TER FEx
Reportable segment gross profit AR EBER 535,884 615,681
Other revenue EH g A 3,944 4,893
Other net gain/(loss) Hhzs (E518) B 58 32,336 (14,798)
Selling and distribution expenses HE R HEAXZ (258,799) (262,251)
Administrative and other operating expenses 1T & H A &8 & 2 (105,367) (104,758)
Research and development costs B R A (85,795) (83,410)
Net finance costs BB KA FE R (3,167) (5,250)
Share of loss of an associate DIREE QR EE (3,940) (17,344)
Consolidated profit before taxation B F3 AI4R A A 115,096 132,763
Geographic information (i) BEEH
The following table sets out the geographic information TEHINAEBMU AR EIERHEENE
analyses of the Group's revenue and specified HEESN  BEYYE  BERRE T/
non-current assets including property, plant and HEE EREEREE((BTFIERTE
equipment, right-of-use assets, intangible assets and El) e REFEIERE  SBWAERE
goodwill (“specified non-current assets”). In presenting EHHEBEAS  MoOBEEENEELHE
the geographic information, segment revenue has been (IE o

based on the geographic location of customers and
segment assets have been based on the geographic
location of the assets.
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NOTES TO THE FINANCIAL STATEMENTS
B HS R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)
(ST [FT /T - BrIESEHES)

4 REVENUE AND SEGMENT REPORTING 4 AR I;|E ()
(CONTINUED)

(b) Segment reporting (Continued) (b) W E (H)
(iii)  Geographic information (Continued) (i)  EBEER ()
Revenue from external customers KB INEDE P B A

Year ended December 31,
BZ12A31HLEE

2025 2024

20254 20244

USD’000 USD’000

FE5x FET

North Americans ik 1,144,669 1,293,059
Europe BN 316,902 314,119
China AR 106,342 110,519
Rest of the World R A i = 59,872 56,076

1,627,785 1,773,773

Specified non-current assets FEIEMENE E
As at December 31,
M12H31H
2025 2024
20254 20244
USD’000 USD’000
FEr TEx
North Americans IS 16,190 18,045
Europe M 29,004 25,553
China A 307,205 295,582
Rest of the World tHRE b & 27,998 6,048
380,397 345,228
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NOTES TO THE FINANCIAL STATEMENTS

5 OTHER REVENUE AND OTHER NET GAIN

BT R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)
(UZETT [FT /T - BrIESEHES)

5  HWARHEtWKEFRE

(a) Other revenue (a) HfbkA
Year ended December 31,
BZE12B31HLEE
2025 2024
20254 20244
USD’ 000 USD’000
R FET
Government grants (Note (i) BIS B (H122 () 2,215 1,453
Sale of scrap materials FER & 1,344 3,057
Rentals receivable from operating leases, KEASRKIES (B EYSE 385 383
other than those relating to investment HHEAERIN)
property
3,944 4,893
Note: Htat -

During the year ended December 31, 2025, the
Group received unconditional government grants of
USD1,936,000 (2024: USD1,336,000), as rewards
of the Group’s contribution to technology innovation
and regional economic development.

During the year ended December 31, 2025,
the Group received government grants of
USD2,803,000 (2024: USD1,126,000) as subsidies
for construction and equipment and recognized
such grants of USD279,000 (2024: USD117,000) in
the consolidated statements of profit or loss.

(i) HE2025F12A831BILFEE » K
£ B U EL1,936,0003% 70 (2024 4F
1,336,000 7T ) Y& (S (F BT B » 1
BUAEE BB A RS S EER
FT{EE BAA 22E -

HE2025F12A31BLEEE » A%
5 U B BR T 4 Bh 2,803,0003 7T (2024
% :1,126,000% ) ERAER KX MHE
Ay WRARAIERRNERE MM
B)279,0003 7t (20244 : 117,000
TT) °
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NOTES TO THE FINANCIAL STATEMENTS
B HS R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)
(ST [FT /T - BrIESEHES)

5 OTHER REVENUE AND OTHER NET GAIN 5 Hiw AR H itz 588 ()
(CONTINUED)
(b)  Other net gain/(loss) (b) Httlkz (&8) FE

Year ended December 31,
BZ12A31BLEE

2025 2024
20254 20244
USD’ 000 USD’000
FEx FET
Net foreign exchange gain P 57, U 5 5 58 7,871 2,136
Gain on disposal of properties, LEWZE - WE LBl 92 286
plants and equipment
Net loss on disposal of leases HEREBBFE = (605)
Net realized and unrealized gains on financial AR EEFEHEEEHTA 2,090 515
assets at FVPL EHBESNEmMEEDZR
R AR BRI 2 5 5
Net realized and unrealized gains on derivative T4 4 gl T B S &8 MK & 2,269 4,120
financial instruments NG
Restructuring costs (Note 28) SR (f1:£28) - (23,032)
Net gain on disposal of a subsidiary (Note 22(f)) & —FE i B A Bl H Uz F 58 19,240 =
(Ktzt22(f)
Others Hity 774 1,782
32,336 (14,798)
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(a)

(b)

NOTES TO THE FINANCIAL STATEMENTS

PROFIT BEFORE TAXATION

BT R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)
(UZETT [FT /T - BrIESEHES)

6 R &% A A

Profit before taxation is arrived at after (crediting)/ BrBIATAE DA (FEA), R A T S HES

charging:

Net finance costs

i e

(a) MERKFHE
Year ended December 31,
BZ12A31HILLEE

2025 2024
2025 20244
uUSD’ 000 USD’000
FExT FE=
Interest income from bank deposits RITIF KA B M= (6,470) (7,005)
Finance income R W s (6,470) (7,005)
Interest on bank loans IRITE KT E 8,060 10,466
Other financing cost H th 7t & B 940 1,274
Interest on lease liabilities HEBEF A 637 515
Finance costs EIRENDWIN 9,637 12,255
Net finance costs B & R AN H R 3,167 5,250
Staff costs (b) EBIRK
Year ended December 31,
BZE12A31HLEE
2025 2024
20254 2024 %
USD’ 000 USD’000
SFEom FET
Contributions to defined contribution A ERFERIRET 2R 34,447 33,829
retirement plans
Expenses recognized in respect of LA TE B FR KA 2 B TR 12 12
defined benefit retirement plans F> (f7:£31(a))
obligation (Note 31(a))
Salaries, wages and other benefits e IERHMEFR 194,318 206,335
228,777 240,176
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NOTES TO THE FINANCIAL STATEMENTS
B HS R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)
(ST [FT /T - BrIESEHES)

6

(c)

PROFIT BEFORE TAXATION (CONTINUED) 6

Other items

BRBEATRIE (&)
(c) HfbEHE

Year ended December 31,
BZE12A31BLEE

2025 2024
20254 20244
USD’ 000 USD’000
R FET
Depreciation charge TEER
— owned properties, plants and equipment —BEYE  HWEKRERE 42,827 49,289
- right-of-use assets —(FREEE 9,999 6,274
Amortization of intangible assets B EERE 549 401
Research and development costs (Note (7)) TR (Ha2(i)) 85,795 83,410
(Reversal of)/provision for impairment loss on & 5 K £ i i 4 2k 18 5 (B 85 12 &Y (290) 2,180
trade and other receivables ([EI#), #
Provision for write-down of inventories FEMUs# 8,270 1,284
Auditors’ remuneration ZE AN &
— audit services — TR 858 881
- non-audit services — EBEZRE 1 14
Cost of inventories sold (Note (ii)) HEFERAR (7)) 1,091,901 1,158,092

Notes:

Hist -

(i)

(i)

Research and development costs include amounts
relating to staff costs, depreciation and amortization
expenses, which are also included in the respective
total amounts disclosed separately above or in Note
6 for each of these types of expenses.

Cost of inventories recognized as expenses
includes amounts relating to staff costs,
depreciation and amortization expenses, provision
for write-down of inventories, which are also
included in the respective total amounts disclosed
separately above or in Note 6 for each of these
types of expenses.

Chervon Holdings Limited Annual Report 2025

(i)

(if)

MERABIEEE TR - T8 L#H
R AR - ZEFORTEA L
ERWENERPHMEeT (HEHE
FximE) e

BRABRAXHNEFEXAEERS TK
A HEREHAY  FEMREER
RARIZRIA » 2 F R INAT A Lt S 3%
BovEBEDRMEe (RS RAXM

=)o



(a)

NOTES TO THE FINANCIAL STATEMENTS

INCOME TAX IN THE CONSOLIDATED 7
STATEMENTS OF PROFIT OR LOSS

Taxation in the consolidated statements of profit (a)
or loss represents:

BT R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)
(UZETT [FT /T - BrIESEHES)

REBBRAFEH

FmEBRBERABIERRE

Year ended December 31,
BZ12A31HILEE

2025 2024
20254 20244
USD’000 UsSD’000
SEESm FET
Current tax B EABE1E
PRC Corporate Income Tax o B 1 AT 17
— Provision for the year — FNEE 3,692 10,296
— Over-provision in respect of prior years — B FEREREE 719 53
4,411 10,349
Hong Kong Profits Tax EBF
— Provision for the year — FAEE 4,322 5,612
Tax jurisdictions outside PRC and Hong Kong HE1 R & & & 9\ i5 al % &R
— Provision for the year — FEREE 11,694 4,499
Deferred tax IEFERLIE
— Origination and reversal of temporary —ERNERELRER (3,024) (405)
differences (Note 27(b)) (Ktat27(b))
Total income tax expense FRiSTiRA <A ER 17,403 20,055
Notes: BiaE -
(i) Pursuant to the income tax rules and regulations (i) REBBNFASHIEARER  #HE

of Hong Kong, the Company and the subsidiary in
Hong Kong were liable to the Hong Kong Profits
Tax at a rate of 16.5% during the years ended
December 31, 2024 and 2025.

2024 202512 A31 HILFE » &
NEIREEKBRREIR16.5% M=
BINBEBRIEH -

SEERERAT —T- REER



NOTES TO THE FINANCIAL STATEMENTS

5 HRR MR

(Expressed in US dollar (“USD”) unless otherwise indicated)
(ST [FT /T - BrIESEHES)

7 INCOME TAX IN THE CONSOLIDATED
STATEMENTS OF PROFIT OR LOSS
(CONTINUED)

(a) Taxation in the consolidated statements of profit
or loss represents: (Continued)

Notes: (Continued)

(i) The PRC subsidiaries of the Group are subject to
PRC Corporate Income Tax (“CIT”) at a statutory
rate of 25%, except for the following specified
subsidiary:

According to the Administrative Measures
for Determination of High-Tech Enterprises
(Guokefahuo [2016] No.32), Nanjing Chervon
Industry Co., Ltd. obtained the qualification as
a high-tech enterprise and was entitled to a
preferential income tax rate of 15% for the years
from 2022 to 2025. Nanjing Chervon Industry Co.,
Ltd. renewed the qualification in December 19,
2025 and was entitled to a preferential income tax
rate of 15% for the next three years.

According to the prevailing PRC CIT law and
its relevant regulations, non-PRC tax resident
enterprises are levied withholding tax on dividends
from their PRC resident investees for intra-group
earnings accumulated beginning on January 1,
2008, at 10% (unless reduced by tax treaties or
similar arrangements), respectively. Undistributed
earnings generated prior to 2008 are exempt from
such withholding tax.

Under the arrangement between the Mainland China
and Hong Kong Special Administrative Region
for the Avoidance of Double Taxation and the
Prevention of Fiscal Evasion with respect to Taxes
on Income and its relevant regulations, dividends
paid by a PRC resident enterprise to its direct
holding company in Hong Kong will be subject to
withholding tax at a reduced rate of 5% (if the Hong
Kong investor is the “beneficial owner” and owns
directly at least 25% of the equity interest of the
PRC resident enterprise for the past twelve months
before the dividends distribution). The Group met
the beneficial owner requirements in 2024 and 2025
and were entitled to a preferential rate of 5% since
2015.
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(a)

NOTES TO THE FINANCIAL STATEMENTS

INCOME TAX IN THE CONSOLIDATED
STATEMENTS OF PROFIT OR LOSS
(CONTINUED)

Taxation in the consolidated statements of profit
or loss represents: (Continued)

Notes: (Continued)

(iii)

(iv)

(vi)

(vii)

(vii)

Pursuant to the income tax rules and regulations of
the United States, the Group's subsidiaries in the
United States was liable to United States federal
income tax at a rate of 21% and state income tax
at a rate ranging from 0.75% to 9.99% during the
during the year ended December 31, 2024 and
2025.

Pursuant to the income tax rules and regulations of
the United Kingdom, the Group’s subsidiary in the
United Kingdom was liable to the United Kingdom
corporation tax at a rate of 19% during the year
ended December 31, 2024 and 2025.

Pursuant to the income tax rules and regulations of
Germany, Chervon GmbH, Flex Geschaftsfuhrungs
GmbH, Flex Verwaltungs GmbH & Co., KG,
Flex-Elektrowerkzeuge GmbH and EGO Europe
GmbH were liable to German corporate tax at a
rate between 22.825% and 26.825% determined by
municipalities during the year ended December 31,
2024 and 2025.

Pursuant to the rules and regulations of Australia,
the Group’s subsidiary in Australia was liable to
Australia corporation tax at a rate of 27.5% during
the year ended December 31, 2024 and 2025.

Pursuant to the rules and regulations of Canada, the
Group’s subsidiary in Canada was liable to Canada
corporation tax at a rate of 26.5% during the year
ended December 31, 2024 and 2025.

Pursuant to the rules and regulations of the
Netherlands, the Group's subsidiaries in the
Netherlands was liable to the Netherlands
corporation tax at a rate of 25.8% during the year
ended December 31, 2024 and 2025.

(a)

BT R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)
(UZETT [FT /T - BrIESEHES)

REBBERAMEHR (H)

meERBERABEE - (8)

Hiat - (&)

(i)  BE2024F %2025 12 31 HILF
B BEEREHIEN RER - AE
B £ B 8 M B A 5] 7B 1% 21 % Ky 5< BY Bt
HEABHHEERNT0.75%29.99% 2
RN ET S BT R AR o

(iv) BE2024F %2025 12831 HILF
B BERESAERAEH RER - A
SEERBOME R RBIL19% T &
F TN F

(v) HZE2024F % 2025%F12 A31BHILEE
RBEBEPTSEE DI KA - Chervon
GmbH - Flex Geschaftsfuhrungs
GmbH * Flex Verwaltungs GmbH
& Co., KG- Flex-Elektrowerkzeuge
GmbHREGOBUMGmbHZES AR EE A
AT BIEB22.825% % 26.825% ' H
MR E RHEE

(viy B ZE2024F K2025F12A31HILEF
B RBRAFEHRAIRIER - RE
#7558 K A1 28 B9 Bt B A RIZE1R27.5% 1Y
TR NRAF TR RFL -

(vii)  EHE2024%F %2025 12 A31A L4
B BEBENERORBRARER  A5E
FEINERAM B AR A%R26.5%MF R
BRMMEX AR

BE2024F 202512 A31HIEF
B - REBEHORAIOES - AREE
RGBT/ 1225.8% M B R
HRAFR -

(viil)

SEERERAT —T- REER



NOTES TO THE FINANCIAL STATEMENTS

5 HRR MR

(Expressed in US dollar (“USD”) unless otherwise indicated)
(ST [FT /T - BrIESEHES)

7 INCOME TAX IN THE CONSOLIDATED
STATEMENTS OF PROFIT OR LOSS
(CONTINUED)

(a) Taxation in the consolidated statements of profit
or loss represents: (Continued)

Notes: (Continued)

(ix) Pursuant to the rules and regulations of the
Czech Republic, the Group’s subsidiary in the
Czech Republic was liable to the Czech Republic
corporation tax at a rate of 19% during the year
ended December 31, 2024 and 2025.

(x) Pursuant to the rules and regulations of Belgium,
the Group’s subsidiary in Belgium was liable to
Belgium corporation tax at a rate of 25% during the
year ended December 31, 2024 and 2025.

(xi) Pursuant to the rules and regulations of ltalia,
the Group’s subsidiary in lItalia was liable to ltalia
corporation tax at a rate of 24% during the year
ended December 31, 2024 and 2025.

(xii) Pursuant to the rules and regulations of France, the
Group’s subsidiary in France was liable to France
corporation tax at a rate of 28% during the year
ended December 31, 2024 and 2025.

(xiii)  Pursuant to the Vietnam Investment Law and the
approval of Industry Zone Committee of Tinh Binh
Duong, the Group’s subsidiary in the Vietnam was
entitled to a tax exemption for 2024 and 2025 and
a preferential income tax rate of 10% from 2022 to
2025.

(xiv) Pursuant to the rules and regulations of New
Zealand, the Group’s subsidiary in New Zealand
was liable to New Zealand corporation tax at a rate
of 28% during the year ended December 31, 2024
and 2025.

(xv) Pursuant to the rules and regulations of Sweden,
the Group's subsidiary in Sweden was liable to
Swedish corporation tax at a rate of 20.6% during
the year ended December 31, 2025.

(xvi)  Taxation for overseas subsidiaries is charged at the
appropriate current rates of taxation ruling in the
relevant countries. As disclosed in Note 7(c), the
group is also liable to Pillar Two income taxes.
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REBBRAMEHR (F)

meRBERABEE - (8)

Hiat - (&)

(ix)

(xi)

(xii)

(xiif)

(xiv)

(xv)

(xvi)

HE2024F 2025512 A31 B IE4F
B REBEETEMBARAIRER - &
SEERER BRI E A REK19%
HIRR R BN FE ST A AR ©

HZE2024F %2025 12 A31 B IL5F
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£ LE B B0 BT B 2 R 32 25 % K Bt R 48
4 EE FI B A R AR ©

HE2024F 20259412 A31HILF
B BBEEAFORKRARESR  A5EE
£ B AT B0 B A R ZEHE 24% K Bt R 4%
MEBAFRRF -

HE2024F 20259412 A31HILF
B BBEENBRARER  AEEE
TEBIE T BB A B8 1E 28 % MO B R AN A
SN VoA

BRE(UERER) R FHEIERE
Bt AEETHENHEAR
R2024F K 2025F ZH R R FBIAK
B 2022F £ 2025F % 10% M BB X
BURFTST -

BE2024F 2025612831 HILF
- REBFEEORARER - AEE
FET T ) T8 A R 7B 1228 % MY T R 4K
mAEE AR -

BHZE2025F 12 A31 HIEFE - BER
SR A FORRR - AN S B B 42 Y Y
[ R RIZEIR20.6% HI T R i i 2 2 )
i e

BN B A R IRIZ AR B ZOE A 2 3R
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(b)

NOTES TO THE FINANCIAL STATEMENTS

INCOME TAX IN THE CONSOLIDATED 7
STATEMENTS OF PROFIT OR LOSS

(CONTINUED)

Reconciliation between profit before taxation and (b)

tax expense and at applicable tax rates:

BT R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)

CESHES AL = E L))

REBBERAMEHR (H)

BRBAF AR ERMXUARERARE ZH
MR

Year ended December 31,
BZ12A31HILEE

2025 2024
20254 20244
uUSD’000 USD’000
FEx FET
Profit before taxation B A5 A A1 115,096 132,763
Notional tax on profit before taxation, BRERIAERER - EEBRRE 24,954 23,006
calculated at the rates applicable to profits B alAEERFEAH R+&
in the jurisdictions concerned
Effect of PRC tax concessions obtained BEETREFBBOR R E (4,349) (7,149)
Tax effect of non-deductible expenses (Note) TTTD%RI??JSEE’J%RW??% (Hte) 4,038 4,795
Tax effect of non-taxable income FEFE RTINS 577 (850) (960)
Tax effect of tax losses not recognized AERREBEAORETE 1,384 8,632
Tax effect of bonus deduction for research B A AR NET HIBR A B S o 2 (8,637) (9,620)
and development costs
Provision of withholding tax on R BLHE B TE B R 144 1,298
undistributed profits
Over-provision in prior years BT FERRERE 719 53
Income tax expense FriSFiR X 17,403 20,055

Note:

Tax effect of non-deductible expenses mainly represented
tax effect of loss of an associate, expenses incurred by
entities without assessable profits and other non-deductible

expenses.

Kiaz -

AAMBATOREYEFTEZRBE R AE
B EERTIENEEEENAS REMT
AINFHFA RIS E -

SEERERAT —T- REER



NOTES TO THE FINANCIAL STATEMENTS
B HS R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)
(ST [FT /T - BrIESEHES)

7

(c)

INCOME TAX IN THE CONSOLIDATED
STATEMENTS OF PROFIT OR LOSS
(CONTINUED)

Pillar Two income taxes

The Group is part of a multinational enterprise group
which is subject to the Global Anti-Base Erosion
Model Rules (“Pillar Two model rules”) published by
the Organisation for Economic Co - operation and
Development.

From January 1, 2024, the Group’s earnings in Vietnam,
Canada, United Kingdom and certain European
countries are subject to the domestic minimum top-up
tax that was introduced by Vietnam, Canada, United
Kingdom and certain European countries with effect
from January 1, 2024.

From January 1, 2025, the Group is also liable to
Pillar Two income taxes under the Hong Kong Inland
Revenue (Amendment) (Minimum Tax for Multinational
Enterprise Groups) Ordinance 2025 for its earnings
in the Hong Kong SAR and certain other jurisdictions
where a domestic minimum top-up tax has not been
implemented, including the Chinese Mainland.

The Group has applied the temporary mandatory
exception to recognising and disclosing information
about deferred tax assets and liabilities related to Pillar
Two income taxes and accounted for the tax as current
tax when incurred. The Group didn’'t recognise any
current tax expense related to Pillar Two income taxes
for the year ended December 31, 2025 (2024: nil).
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NOTES TO THE FINANCIAL STATEMENTS

DIRECTORS’ EMOLUMENTS 8

Directors’ emoluments disclosed pursuant to section
383(1) of the Hong Kong Companies Ordinance and
Part 2 of the Companies (Disclosure of Information
about Benefits of Directors) Regulation are as follows:

BT R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)
(UZETT [FT /T - BrIESEHES)

EEMe
RIBEA R AHEHIE383(1) 5 R AR (HFE
EERZEER) ROIE =2 KB E S
SR

Salaries,
allowances Retirement
Directors’ and benefits Discretionary scheme 2025
fees in kind bonuses contributions Total
e RER
Ezhe BNERN BETEAL  RAGHEMRT 2025585
Note UsD’000 UsD’000 UsD’000 USD’000 USD’000
it TER TER SEI TEn S
Chairman £
Pan Longquan BER 30 168 168 - 366
Executive directors HTES
Zhang Tong R 30 233 116 2 381
Ke Zugian i 30 233 116 2 381
Michael John Clancy Michael John Clancy (i) 30 270 - - 300
Independent non-executive directors BV EHTES
Tian Ming HE# (i) 28 - - - 28
Li Minghui THE 28 - - - 28
Jiang Li 4] 28 - - - 28
204 904 400 4 1,512

SEERERAT —T- REER



NOTES TO THE FINANCIAL STATEMENTS
B HS R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)
(ST [FT /T - BrIESEHES)

8 DIRECTORS’ EMOLUMENTS (CONTINUED) 8 EEMe (E)
Salaries,
allowances Retirement
Directors’  and benefits  Discretionary scheme 2024
fees in kind bonuses  contributions Total
A1 17)4
ek EWiET WAL RGHEIMES 20245485
Note USD'000 USD'000 UsD’o00 UsD'000 UsD'000
it TET TET TETL T%1 T%7
Chairman IE
Pan Longquan EER 30 121 281 - 432
Executive directors BITES
Zhang Tong &Y 30 160 281 - 471
Ke Zugian i 30 160 281 - 471
Michael John Clancy Michael John Clancy 30 476 603 20 1,129
Independent non-executive directors BUFHTES
Tian Ming e (i) 28 - - - 28
Li Minghui TR 28 - - - 28
Jiang Li [4v) 28 - - - 28
204 917 1,446 20 2,587
Notes: et -
(i) All the executive directors are key management (i) 220244 K 2025F 12 A31 B IE4F

personnel of the Group during the year ended
December 31, 2024 and 2025 and their
remuneration disclosed above include those for
services rendered by them as key management
personnel.

B ERTEFORASENIZE
BAE @ EXHIRERSENFHHESER
SERTEEEASRHMRBGER
B -

(ii) Mr. Tian Ming resigned from the position of an (ii) HBERSE £ 2025F 11 A28 HEHEE L
independent non-executive director on November FENITE RS ©
28, 2025.

(i)  During the year ended 31 December 2025, the (i)  #EZE2025%F12A31HLLFE - Michael
emolument of Mr. Michael John Clancy was paid by John Clancy 754 &3 Bl i A< 52 B LA B8
the Group in the form of consultant fees to an entity MERAXN FTREZHNER ik
controlled by him for providing consulting service Bz B A A RBIIR LR 7 AR ©
for the Group.

(iv)  Mr. Fan Hao was appointed as an independent (iv)  SEIERERN2026%F2H4 R EZRERE

non-executive director in February 4, 2026.
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NOTES TO THE FINANCIAL STATEMENTS
BT R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)
(UZETT [FT /T - BrIESEHES)

INDIVIDUALS WITH HIGHEST EMOLUMENTS 9 EEHFMAL

Of the five individuals with the highest emoluments, nil REZE=FHMOALH - TF (20244 -
(2024: one) is director whose emoluments are disclosed —HZ)REE - HEBRMNEeREE - Hir
in Note 8. The aggregate of the emoluments in respect F % (20244 : P9%) ATHIFBHARTENT ¢
of the remaining five (2024: four) individuals are as

follows:

Year ended December 31,
BZE12A31BLEE

2025 2024

20254 20244

USD’000 USD’000

FEx FEx

Salaries, allowances and benefits in kind Fre R REYET 1,421 1,170
Discretionary bonuses BB TEAL 689 713
Retirement scheme contributions RIRETEI 175 98
2,285 1,981

The emoluments of the five (2024: four) individuals with A% (202445 - W) &= 5 A T H37 BY

the highest emoluments are within the following bands: BRATREA :

Year ended December 31,
BZE12A31HLEE

2025 2024

20254 20244

Number of Number of

individuals individuals

AE A

USD nil to USD500,000 Z X 7T E500,000% 7T 4 3

USD500,001 to USD1,000,000 500,001 701,000,000 7T 1 1

None of the Directors of the Company has waived any 202512 A31 B IFEE - HEAD T
emoluments for the year ended December 31, 2025. BEENE TS -

No emoluments were paid by the Group to the directors RREEER  AEEREOEESRES

or the five highest paid individuals (including directors SHMA L (AEEERES) IBE &

and employees) as an inducement to join or upon N A £ B 5 0 A S £ B 14 ) S E S e A

joining the Group or as compensating for loss of office BERR A o

during both years.

SEERERAT —T- REER —@—



NOTES TO THE FINANCIAL STATEMENTS

5 HRR MR

(Expressed in US dollar (“USD”) unless otherwise indicated)
(ST [FT /T - BrIESEHES)

10 OTHER COMPREHENSIVE INCOME

Tax effects relating to each component of other

comprehensive income

10 HizmEWE

Exchange
differences
on translation

Remeasurement

BEHMREKESARBIERNBRBRE

of financial of net defined
statements benefit liability Total
BREMBEREN RERMNEETZHE
EREHE EHE #at
USD’000 uUsSD’000 USD’ 000
FEx FER FTER
For the year ended H=E2024F12H31H
December 31, 2024 IEFE
Before-tax amount BRI 58 (15,245) 21 (15,224)
Tax expense FRIERF S = (6) (6)
Net-of-tax amount MR EN SR (15,245) 15 (15,230)
For the year ended H=E2025F12A31H
December 31, 2025 IEFE
Before-tax amount Tt 11,191 29 11,220
Tax expense FRIERF S = (9) (9)
Net-of-tax amount MR HIBER S 11,191 20 11,211
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NOTES TO THE FINANCIAL STATEMENTS
BT R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)
(UZETT [FT /T - BrIESEHES)

11 EARNINGS PER SHARE 11 BRER

(a) Basic earnings per share (a) BREXER
The calculation of basic and diluted earnings per BRERNREFRFTIRBEARRD R SRR
share is based on the profits attributable to equity (5% F97,600,0003 7T (2024 4F : KA A
shareholders of the Company of USD97,600,000 TR E(EEF112,474,000F7T) K38
(2024: profit attributable to equity shareholders of RRANFEFIBETET ¢

the Company of USD112,474,000) and the weighted
average of ordinary shares calculated as follows:

Weighted average number of ordinary shares AR T2

Year ended December 31,
BZ12A31HLEEE

2025 2024
2025%F 20244
Ordinary shares at the beginning of the year  RAF AL AL 511,053,811 511,053,811
Effect of shares held for share award scheme REXFLAX (D 22/ =2 BT AL D (1,106,100) =
at the beginning of the year of-2-
Effect of shares purchased (Note 32(c)) BARMDBRE (K£32(c)) (1,152,267) (561,045)
Weighted average number of ordinary shares A5 7k 8 A% HNHE F 92 508,795,444 510,492,766
at the end of the year
(b) Diluted earnings per share (b) BREFER
There were no dilutive potential ordinary shares in B2 2025F 2024512 A31AIEFE - T
existence for the years ended December 31, 2025 and GHEBTEEEAR SESENERES
2024. The calculated diluted earnings per share equals AR5 B FER2025F £ 2024F12 A31 HAY
the basic earnings per share at December 31, 2025 BRRERET -
and 2024.

SEERERAT —T- REER —@—



NOTES TO THE FINANCIAL STATEMENTS

5 HRR MR

(Expressed in US dollar (“USD”) unless otherwise indicated)
(ST [FT /T - BrIESEHES)

12
(a)

Chervon Holdings Limited Annual Report 2025

PROPERTIES, PLANTS AND EQUIPMENT

Reconciliation of carrying amount

12 YE BEERXE
(a) MREMEYIER

Software,
Machinery motor vehicles
Plant and and and office  Construction
buildings equipment equipment  in progress Total
B RER
BERET BERZE WARHE HEIR @t
USD’ 000 USD’000 USD’ 000 USD’000 USD’ 000
ST SEED Txn S Txn
Cost: BA
At January 1, 2024 R2024F1 A1H 175,176 187,007 73177 12,162 447522
Additions AE B 15,918 6,115 41,002 63,040
Acquisition of a subsidiary WM A A - = 43 = 43
Transfers B2 2,595 764 3,852 (7,211) =
Disposals HE (166) (2,395) (2,548) - (5,109)
Exchange adjustment B 5 AR (3,230) (3,741) (2,485) (609) (10,065)
AtDecember 31, 2024 and #2024 12A31R & 174,380 197,553 78,154 45,344 495,431
January 1, 2025 2025%1H1H
Additions NE 16,065 11,729 5,952 26,118 59,864
Acquisition of a subsidiary WeERH B A R (47:236) - 18 74 - 92
(Note 36)
Transfers B3 30,891 12,796 4111 (47,798) -
Disposals e ) (16,129) (1,902) - (18,035)
Exchange adjustment [ 5 R 11,169 200 4,050 1,158 16,577
At December 31, 2025 R2025%12 8318 232,501 206,167 90,439 24,822 553,929
Accumulated depreciation: ~ Rit7E :
At January 1, 2024 R2024%E1A18 (56,467) (80,497) (34,003) - (170,967)
Charge for the year FREH (8,122) (25,788) (15,379) - (49,289)
Written back on disposals HERRD 53 1,312 1,134 - 2,499
Exchange adjustment B 5 AR 1,320 2,039 1,462 - 4,821
At December 31,2024 and 1202412 A31A R (63,216)  (102,934) (46,786) - (212,036)
January 1, 2025 2025F1A1H
Charge for the year ENER (10,323) (24,818) (7,686) - (42,827)
Written back on disposals e 2 13,104 1,771 = 14,877
Exchange adjustment BN A% (4,486) (2,781) (3,565) - (10,832)
At December 31, 2025 #2025%12 A31 A (78,023)  (117,429) (56,266) - (251,718)
Net book value: BREFE
At December 31, 2024 R2024F12 8318 111,164 94,619 31,368 45,344 282,495
At December 31, 2025 R2025%12 8318 154,478 88,738 34,173 24,822 302,211
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NOTES TO THE FINANCIAL STATEMENTS
BT R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)
(UZETT [FT /T - BrIESEHES)

RIGHT-OF-USE ASSETS

The analysis of the net book value of right-of-use assets
by class of underlying asset is presented below:

13 f[EAREE

REREERMNSDNEREEEREFE
D2 :

Plant and Leasehold
buildings land Total
HEREF HE L st
USD’ 000 USD’ 000 USD’ 000
FERT FER FERT
Cost: R :
At January 1, 2024 K2024%F1H1H 25,683 53,032 78,715
Additions NE 7,190 - 7,190
Disposals k= (6,023) = (6,023)
Exchange adjustment bE (234) (780) (1,014)
At December 31, 2024 and R2024F 12 H31B & 26,616 52,252 78,868
January 1, 2025 20251 H1H
Additions NE 19,964 - 19,964
Disposals HE (774) - (774)
Exchange adjustment PE i A2 32 1,186 1,218
At December 31, 2025 R2025F 12 A31H 45,838 53,438 99,276
Accumulated depreciation: At E
At January 1, 2024 K2024%F1H1H (14,277) (6,456) (20,733)
Charge for the year FAEHA (5,098) (1,176) (6,274)
Written back on disposals ) R ] 5,418 - 5,418
Exchange adjustment b R 125 107 232
At December 31, 2024 and 202445128318 K (13,832) (7,525) (21,357)
January 1, 2025 20251 H1H
Charge for the year FNEH (8,827) (1,172) (9,999)
Written back on disposals & R 774 - 774
Exchange adjustment b 5, A 2 (25) (189) (214)
At December 31, 2025 720254 12 431 A (21,910) (8,886) (30,796)
Net book value: BRENRE :
At December 31, 2024 R2024F 12 A31H 12,784 44,727 57,511
At December 31, 2025 R2025% 12 A31H 23,928 44,552 68,480

SEERERAT —T- REER —@—



NOTES TO THE FINANCIAL STATEMENTS

5 HRR MR

(Expressed in US dollar (“USD”) unless otherwise indicated)
(ST [FT /T - BrIESEHES)

13 RIGHT-OF-USE ASSETS (CONTINUED)

Notes:

(i) The Group obtains the right-of-use certain land in
the PRC under several operating lease agreements
of 50 years. As at December 31, 2025, the carrying
amounts of leasehold land held for own use were
USD44,552,000 (2024: USD44,727,000).

(i) The Group has obtained the right to use certain
office, plant and warehouse properties through
tenancy agreements during the years ended
December 31, 2025 and 2024. The leases typically
run for a period of 2 to 13 years.

The analysis of expense items in relation to leases
recognized in profit or loss is as follows:

13

EHEEE (&)

Mzt -

(i)

3% i

izl
™

REBEFEFHBIES T0FMEEHRE
W ESE T LA AR - K 2025
F12HA31H  HEBAEELHH
BRI {E & 44,552,000 7T (2024 FF -
44,727 ,000%7T) °

REEREE2025F £ 20244F 12 A 31
BLtFERBRERAESETHA
= BEREEMENERE - HER
HEBE B2E134F -

= FERR O AH S AE R B9 A S 38 B 3 A 4R

As at December 31,

M12H31H
2025 2024
20254 20244
USD’ 000 USD’000
F=75 FEx
Depreciation charge of right-of-use assets by  Z4RE & E 18 B 2] 0 & A 1E
class of underlying asset: BENEER
— Leasehold land — &L 1,172 1,176
- Plant and buildings — BEMKEF 8,827 5,098
9,999 6,274
Interest on lease liabilities (Note 6(a)) HEBEFNE (At6(a) 637 515
Expense relating to short-term leases B HEERENAX 2,359 2,655

Details of total cash outflow for leases and the maturity
analysis of lease liabilities are set out in Notes 22(e)
and 24, respectively.

Chervon Holdings Limited Annual Report 2025
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INTANGIBLE ASSETS

NOTES TO THE FINANCIAL STATEMENTS

BT R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)
(UZETT [FT /T - BrIESEHES)

14 EFREE

Customer
Patents Trademarks relationship Total
=H (5L EFRE% st
USD’ 000 USD’ 000 USD’000 USD’ 000
FEx FET FEx FEx
Cost: 2% N
At January 1, 2024 R2024%F 1 A1H 932 2,425 - 8,37
Acquisition of a subsidiary W B ) = = 1,850 1,850
Exchange adjustment PE 5 FA R (8) = (72) (75)
At December 31, 2024 R2024% 12 A31H & 929 2,425 1,778 5,132
and January 1, 2025 2025%1H1H
Acquisition of a subsidiary  UWEEHE AR (4/7£36) - - 3,215 3,215
(Note 36)
Exchange adjustment b H 5 - 251 256
At December 31, 2025 R2025% 12 A31H 934 2,425 5,244 8,603
Accumulated amortization: Ext#isH :
At January 1, 2024 202441 A18 (687) (1,788) - (2,475)
Charge for the year FANEH (80) (217) (104) (401)
Exchange adjustment PE H 2 3 - - 3
At December 31, 2024 R20244%12B318 K& (764) (2,005) (104) (2,873)
and January 1, 2025 2025%1H1H
Charge for the year FRNEH (80) (217) (252) (549)
Exchange adjustment [ 5 & (5) - (2) (7)
At December 31, 2025 202541283108 (849) (2,222) (358) (3,429)
Net book value: BREDFE ¢
At December 31, 2024 R2024%F 12 A31H 165 420 1,674 2,259
At December 31, 2025 R2025% 12 H31H 85 203 4,886 5,174

SEERERAT —T- REER —@—



NOTES TO THE FINANCIAL STATEMENTS
B HS R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)
(ST [FT /T - BrIESEHES)

15 GOODWILL 15 BHE
USD’000
FEx
Cost: AR
At January 1, 2024 R2024F1H1H =
Acquisition of a subsidiary U B FfT 8 A &) 3,078
Exchange adjustment P i S % (115)
At December 31, 2024 and January 1, 2025 R2024%F 12 H31H & 20251 A1H 2,963
Acquisition of a subsidiary (Note 36) WM B AR (417#36) 1,203
Exchange adjustment b 5, A % 366
At December 31, 2025 M2025%F 12 A31H 4,532
Accumulated impairment losses: RETRERE :
At January 1, 2024, December 31, 2024 R2024%F 1 A1H @ 2024F12A31H & -
and December 31, 2025 202512 A31H

Carrying amount: BRTEIE
At December 31, 2024 R2024F12A31H 2,963
At December 31, 2025 R2025F 12 531 H 4,532

Chervon Holdings Limited Annual Report 2025
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NOTES TO THE FINANCIAL STATEMENTS

GOODWILL (CONTINUED)

Impairment tests for cash-generating units
containing goodwill

Goodwill is allocated to the Group’s cash-generating
unit as follows:

BT R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)

CESHES AL = E L))

B (%)
ERENREELEVNRERNR

EEDIEAREEAIA TR G EELEN

]

2025 2024

2025 20244

uUSD’000 UsSD’000

FEr FET

Flex Scandinavia AB Flex Scandinavia AB 3,316 2,963
Stierman De Leeuw B.V. Stierman De Leeuw B.V. 1,216 -
4,532 2,963

The recoverable amount of each CGU is determined
based on value-in-use calculations. The Group engaged
an independent professional valuer to assist with the
calculations, which use cash flow projections based on
financial budgets approved by management covering
a five-year period. Cash flows beyond the five-year
period are extrapolated using an estimated annual
growth rate of 2.0%, which is estimated based on the
inflation rate. Key assumptions used for the value in use
calculations are the discount rate and revenue growth
rate in the five-year projection period. The discount
rate was a pre-tax measure based on the risk-free rate
in the relevant market and in the same currency as the
cash flows, adjusted for a risk premium to reflect both
the increased risk of investing in equities generally
and the systematic risk of the specific CGU. Revenue
growth rate in the five-year projection period was
estimated taking into account of the past performance
and management expectation for market development.

EREELEMH T ORSBIREREE
HET - AEEREBY E XA EMG B
8 ZEAEERARBLEEEMENT
FHMBRBREEENRERERR - AFH
BHRERERA2.0%WETFREREK
HE ZEEXTDREBEBEMREMG - A
REREEFENERBR ST FRALN
BER R MR E - B R HRBAR T
BHERRAMEMEENRHAE  HiE
REReREMERNER - EtE LG ER
B ARBREEBERE E AR R A RS
EREELBUNRGIERR - AFERB
MRAR R R DK RBERAREEES
IS ERNBIEITMAEE -

SEERERAT —T- REER



NOTES TO THE FINANCIAL STATEMENTS
B HS R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)
(ST [FT /T - BrIESEHES)

15

GOODWILL (CONTINUED) 15 EmE (E)
Impairment tests for cash-generating units EHENREEEENNRERR (F)
containing goodwill (Continued)
Key assumptions used in estimating the recoverable (EEaT i @4 E A B R BRI T
amount are as follows:
2025 2024
20254 20244
Pre-tax discount rate BR B ARG 3R =R
Flex Scandinavia AB Flex Scandinavia AB 12.32% 10.81%
Stierman De Leeuw B.V. Stierman De Leeuw B.V. 14.67% N/A
TiE A
Average revenue growth rate during the FATE I ER 9 S 19 I A3 =
projection period
Flex Scandinavia AB Flex Scandinavia AB 12.87% 13.00%
Stierman De Leeuw B.V. Stierman De Leeuw B.V. 0.00% N/A
TiEA

The estimated recoverable amount of Flex Scandinavia
AB and Stierman De Leeuw B.V. exceeded its carrying
amount as at December 31, 2025 by USD642,000
(2024: USD827,000) and USD1,611,000, respectively.

Management performed sensitivity analysis of two
key assumptions that could significantly affect the
recoverable amount. The following table shows
the percentage by which these two assumptions
would need to change individually for the estimated
recoverable amount to be equal to the carrying amount:

Chervon Holdings Limited Annual Report 2025

M2025%12 A31H * Flex Scandinavia AB
X Stierman De Leeuw B.V.&{&Et Al Uz
D RIHBAEKRAEEG42,0003% 7T (2024
£ : 827,000%7T) % 1,611,000 7T °

EREECHAEBREZENRESENMEA
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NOTES TO THE FINANCIAL STATEMENTS

GOODWILL (CONTINUED)

BT R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)
(UZETT [FT /T - BrIESEHES)

15 &E (&)

Change required for recoverable amount of the EREELBEVNITRESEEEAHE
CGUs to be equal to its carrying amount HERESE
2025 2024
20254 20244
Flex Scandinavia AB Flex Scandinavia AB
Increase in pre-tax discount rate BRERTARER == EF 0.66% 0.88%
Decrease in revenue growth rate during the RIEAI B U A I & R T BF 1.44% 2.39%
projection period
Stierman De Leeuw B.V. Stierman De Leeuw B.V.
Increase in pre-tax discount rate BRI RTRRER = E 6.25% TiEA
Decrease in revenue growth rate during the A TE R ER R U ASE £ 3R T BE 7.35% NiEA
projection period
The recoverable amount of the CGUs based on MR2025F K 202412 A31H » ERFEHE
the value-in-use calculations was higher than the EBEztENIRESESEMNAIKE S ZESNEE
carrying amount as at December 31, 2025 and 2024. EE Bt WEARGEERZARANERAEE
Accordingly, no impairment loss for goodwill was HREEE o AN ER EIBURE DT -
recognised in the consolidated statements of profit or KEEET @ N2025F K 2024F 12 A 31
loss. Also, based on the sensitivity analysis above, the H BEI2SBNEETREHITIeERIRS
Group concluded that a reasonably possible change in EABEMNEmMEREE WO SEE -

key parameters would not cause the carrying amount
of the CGU to exceed its recoverable amount as at

December 31, 2025 and 2024.

SEERERAT —T- REER



NOTES TO THE FINANCIAL STATEMENTS
B HS R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)
(ST [FT /T - BrIESEHES)

16

INVESTMENTS IN SUBSIDIARIES 16 RBARNERE
The following list contains the particulars of subsidiaries TREFHNARRE TN EBHEREB/ELS -
of the Company which principally affected the results, BEHXBEBEONBRRGEE - BRIEBAE
assets or liabilities of the Group. The class of shares BA - BRIFTFHROEIES RERR
held is ordinary unless otherwise stated.
Place and Particulars of
date issued and Proportion of
Company name of establishment paid-in capital ownership interest Principal activities
AFER RIBERAS BRARRAERE frERER LA TERH
Held by the Held by a
Company  subsidiary
AREEE  WERAFRA
Nanjing Chervon Industry Co., Ltd. The PRC USD345,000,000 100% - Production of tools, research and
(ERREREBRAT) (Note (1) September 26, 1997 development, sales
BRREMEARAR (i) 199749 A26H 345,000,005 100% - HEIR FE-HE
Chervon (China) Trading Co., Ltd. The PRC USD6,200,000 - 100%  Sales of power tools and
(RB(HE)EHBRAA) (Note (a)) March 29, 2006 outdoor power equipment
S (hE) E5ERAA (M) FE12006 3 A29H 6,200,000%7 - 100% HEZHTARFHSNGE
Chervon (China) Tools Sales Co., Ltd. The PRC Renminbi (‘RMB”) - 100%  Sales of power tools
(FE(RE)TAHEBRARA) (Note (2)  June 28, 2010 66,506,700 in the PRC
S () TEHERRAR (Mik(a)) hE2010%6 28R ARE(T\R%]) - 100% RAEHETHIE
66,506,70070
Chervon (HK) Ltd. Hong Kong Hong Kong Dollar (*HKD") 100% - Trading and financial management
November 8, 2010 790,000,000
RE(B%) BRAR F2010%11A8H 790,000,000%7z ([ 7)) 100% - ESREHER
Chervon Overseas Holdings Co., Ltd. Hong Kong USD105,746,836 100% - Investment holding
August 6, 2013
FEEMERARAR £i52013F8 A6H 105,746 836% T 100% - REER
Chervon Industry (Vietnam) Company Limited ~ Vietnam Vietnamese Dongs (“VND") 90% 10%  Production of gardening
January 21, 2020 70,100,000,000 tools
RETE (8R) BRAF BE020%1A21H 70,100,000,0008 % & 90% 10% H£ERSIR
([#mE])
Chervon Canada Inc. Canada CAD1,500,001 - 100%  Sales of power tools and
QOctober 31, 2016 outdoor power equipment
Chervon Canada Inc. gx2016%10A318 1,500,001 AT - 100% HETHTARFHENGE

Chervon Holdings Limited Annual Report 2025
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NOTES TO THE FINANCIAL STATEMENTS
BT R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)
(UZETT [FT /T - BrIESEHES)

INVESTMENTS IN SUBSIDIARIES 16 MRHEBARANKRE (&)

(CONTINUED)
Place and Particulars of
date issued and Proportion of
Company name of establishment paid-in capital ownership interest Principal activities
ARER RUBERAH BRTRREERFE FrRRERLA TERH
Held by the Held by a
Company  subsidiary
ARARE  WEAREE
Chervon Australia PTY Limited Australia AUD1,500,000 - 100%  Sales of power tools and
July 31, 2016 outdoor power equipment
Chervon Australia PTY Limited BARIE201657 5318 150000087 - 100% HEZHTARFHNGNHE
Chervon North America Inc. The United States UUSD300,000 - 100%  Research in the North
February 25, 2005 American market, product design,
sales and services
Chervon North America Inc. ZB2005%52A25H 300,000£7 - 100%  AETHHE  Emiket HERRH
Flex Geschaftsfihrungs GmbH Germany Euro(‘EUR) - 100%  Investment holding
May 3, 2013 25,000
Flex Geschaftsflhrungs GmbH BE2013F5A3H 25,0008 (Bt ) - 100% REER
Flex Verwaltungs GmbH & Co., KG Germany EUR19,000,500 - 100%  Production of FLEX brand, design,
May 22, 2013 sales and services
Flex Verwaltungs GmbH & Co., KG {BE2013F5 A22H 19,000,500E( T - 100%  HEFLEXREE - &5t - HERRH
Flex-Elektrowerkzeuge GmbH (Note (b)) Germany EUR3,580,100 - 100%  Production of FLEX brand, design,
November 27, 1980 sales and services
Flex-Elekirowerkzeuge GmbH (3 (b)) 819804115278 3,580, 100E T - 100%  AEFLEXmIE - R HERRBH
Chervon GmbH Germany EUR25,000 - 100%  Sales of power tools and
July 1, 2016 outdoor power equipment
Chervon GmbH BE2016%7A1H 25,0008 - 100% HEEHTERPIGNRE
EGO Europe GmbH Germany EUR50,000 - 100%  Operation of EGO brand,
November 20, 2015 sales, and services
EGO Europe GmbH 2812015511 A20R 50,0008 - 100% EEEGORIE - HERMH
Stierman De Leeuw B.V. (Note 36) The Netherlands EUR18,000 - 100%  Sales of power tools and
December 17, 2007 outdoor power equipment
Stierman De Leeuw B.V. (Ff££36) 200712 A17E 18,0008 - 100% HEFHTARFHENGA

RIEPZEIRAIR A A

T RFFR



NOTES TO THE FINANCIAL STATEMENTS
B HS R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)
(ST [FT /T - BrIESEHES)

16 INVESTMENTS IN SUBSIDIARIES 16 RKEARNRERE (&)

(CONTINUED)
Place and Particulars of
date issued and Proportion of
Company name of establishment paid-in capital ownership interest Principal activities
ARER R A BRARREERFE frERER LA TERH
Held by the Held by a
Company  subsidiary
ARARE  WEARKE
Flex Elektronétadi, s.r.0 The Czech Republic ($ZK500,000 - 100%  Sales of power tools and
June 18, 2008 outdoor power equipment
Flex Elekironéiad, s.r.0 RRANE00856718R 50000087 528 - 100% HEZHTARFHNGNHE
Flex Italia S.r.. Italy EUR50,000 - 100%  Sales of power tools and
July 11, 2012 outdoor power equipment
Flex ltalia S.r.. EAHP012457A11R 50,0008 - 100% HETHTARPHSNRE
Flex Electroportatif Machines et Accessoires  France EUR10,000 - 100%  Sales of power tools and
July 11, 2012 outdoor power equipment
Flex Electroportatif Machines et Accessoires  1&EI201247 A 11H 10,0000 - 100% HEEHTEARFIGNRE
Flex Power Tools BVBA Belgium EUR95, 167,585 - 100%  Sales of power tools and
May 15, 2005 outdoor power equipment
Flex Power Tools BVBA H 200565 4157 95,167,58517T - 100% HEEHTEARFIGNRE
Flex Power Tools B.V. The Netherlands EUR31,800 - 100%  Sales of power tools and
January 24, 2012 outdoor power equipment
Flex Power Tools B.V. fE2012% 1A 248 31,8008 - 100% HETHTARPHSNRE
Skil B.V. The Netherlands EUR50,000 - 100%  Do-lt-Yourself business design in
August 12, 2016 Europe, operations and sales
Skl BV, 201658 A12R 50,000BAT0 - 100% EMEEstRER,  BERHE
Flex Power Tools Ltd. The United Kingdom (GBP1 - 100%  Sales of power tools and
November 9, 2020 outdoor power equipment
Flex Power Tools Lid. £E2020%11A9H 155 - 100% HEZHTARFHNGNHE
Flex Power Tools Middle East FZCO The United Arab Emirates AED2,000,000 - 70%  Sales of power tools and
April 13, 2022 outdoor power equipment
Flex Power Tools Middle East FZCO WAk A ERE 2,000,000 1 = 0% HEEHTARPHENRE
2020545138
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INVESTMENTS

NOTES TO THE FINANCIAL STATEMENTS

IN SUBSIDIARIES 16

BT R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)

CESHES AL = E L))

RHERRNERE (&)

(CONTINUED)
Place and Particulars of
date issued and Proportion of
Company name of establishment paid-in capital ownership interest Principal activities
ARER RUBERAH BRTRREERFE FrRRERLA TERH
Held by the Held by a
Company  subsidiary
ARARE  WEAREE
Chervon Europe Limited The United Kingdom (GBP1 - 100%  Sales of power tools and |
June 7, 2007 outdoor power equipment
Chervon Europe Limited EE2007E6ATH 154 - 100% HEEHTEARFHINRE
Chervon NZ Subsidiary Limited New Zealand New Zealand Dollar - 100%  Sales of power tools and
May 3, 2021 (“NzD")1,500,100 outdoor power equipment
Chervon NZ Subsidiary Limited HEm202145A3A 1,500,100 E# T - 100% HEEHTEARPIGNRE
(KA
Flex Scandinavia AB Sweden Swedish Krona - 100%  Sales of power tools and
March 30, 1981 (*SEK")100,000 outdoor power equipment
Flex Scandinavia AB 198163 4308 1000005 &5 - 100% HETHTARPHSNRE
([Hmcsei 1)
Note: Hiet -
(a) These entities are limited liability companies (a) ZEERRETFEKRINERAER
established in the PRC. The official names of these I EZ%‘?{ WEHEBRP AT -

entities are in Chinese. The English translation of
the Company names is for identification purpose
only.

When preparing the statutory financial statements
of Flex Elektrowerkzeuge GmbH, the exemption
from the obligation of disclosure as well as from the
requirement to prepare notes and a management
report pursuant to Section 264 (3) of the German
Commercial Code (HGB) for the financial year
ended December 31, 2025 is utilized by the
management of Flex Elektrowerkzeuge GmbH,
Steinheim/Murr, Germany.

None of the Group’'s subsidiaries has a material
non-controlling interest.

5
el
®
#H ¢
=
B ?ﬁ’@

X B E R

(b) EHEFlex Elektrowerkzeuge
GmbHB AEMBIHEK - Flex
Elektrowerkzeuge GmbH (fZ R 1= E

HERREN BR)NEREKE(E
lﬁﬁﬁa’ﬁﬁ\XHGB)%ZM (B)IE - HEE
TEE2025F 12 A31 B I BFER
WREEBARGREMFHEEERBRER

F o

7K g B 5 0 )4 4 S A SRR M2 o
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NOTES TO THE FINANCIAL STATEMENTS

5 HRR MR

(Expressed in US dollar (“USD”) unless otherwise indicated)
(ST [FT /T - BrIESEHES)

17  FINANCIAL ASSETS AT FVPL 17 HUAAEEGTEEHEHFTAEHE
As at December 31,
M12H31H
2025 2024
20254 20244
USD’000 USD’000
SFEEE FE
Financial assets at FVPL — non-current DAREEFEBEHEEHTA
EHEENEREE — kR
— Insurance product — R Em 6,778 6,586

The Group’s non-current balances of financial assets at
FVPL represent a life insurance product issued by an
independent third-party insurance company.

The analysis on the fair value measurement of the

Group’s above financial assets is disclosed in Note
33(e).

Chervon Holdings Limited Annual Report 2025
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NOTES TO THE FINANCIAL STATEMENTS

DERIVATIVE FINANCIAL INSTRUMENTS

BT R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)
(UZETT [FT /T - BrIESEHES)

18 fT&EE®MIA

As at December 31,

M®12A31H

2025 2024
20254 20244
USD’ 000 USD’000
FEx FET

Assets BE
— Foreign currency forward contracts (Note (i) — SNEREIE %) (H1:2(i)) 3,585 1,842
— Foreign currency option contracts (Note (i) — — SNEERRES 4 (H1:2(i)) - 366
— Foreign exchange swap contract (Note (ii)) — SNEFRERS K9 (B 72 (1)) 460 4,203
4,045 6,411

Liabilities =N
— Foreign currency forward contracts (Note (i) — SNEREIE %) (H1:2(i)) 163 4,670
— Foreign currency option contracts (Note (i) — — SNEERRES 4 (H1:2(i)) 215 20
— Foreign exchange swap contract (Note (ii)) — SNEFR ER S K9 (B 27 (1)) 1,825 1,702
2,203 6,392

Notes: BiaE -

(i) The Group entered into several foreign currency (i) AR B B FERITAI L T & THMERE]

forward contracts and foreign currency option
contracts with certain banks to mitigate the
currency risk arising from certain of its bank loans
and receivables denominated in USD and EUR.

(i) The Group entered into several foreign exchange
swap contracts with bank to mitigate the currency
risk arising from receivables denominated in USD.

The fair value changes of above derivative financial
instruments were recognized in other net gains and
losses.

The analysis on the fair value measurement of the
above financial assets is disclosed in Note 33(e).

SORIEIES L) - ARRERE T
570 R BT A B 1T R R AR
EEMEEAR -

(ii) AEBERTAIYL THETIHERRS
%) PR E A TTRHE M B R E
EHEEER o

ERATESRTAND A BERBRE I
HREBFRER -

LS REENQARBESTEDTRHK
133(e)HFE -
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NOTES TO THE FINANCIAL STATEMENTS
B HS R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)
(ST [FT /T - BrIESEHES)

19 INVENTORIES 19 =&

(a) Inventories in the consolidated statements of (a) #HEHERIARANEFEESRE :
financial position comprise:

As at December 31,

®W12A831H

2025 2024

20254 2024

USD’ 000 USD’000

FEx FET

Raw materials [R#4 152,759 187,557
Consumables JHRES 3,647 3,941
Semi-finished goods Ko 17,432 16,167
Finished goods SURK 312,122 435,453
485,960 643,118
Write down of inventories FEMOR (37,909) (34,814)
448,051 608,304

(b) The analysis of the amount of inventories (b) B AELRIABENESSESNM
recognized as an expense and included in profit T

or loss is as follows:

Year ended December 31,
BZ12A31HLEE

2025 2024
20254 20244
UsSD’ 000 USD’000
FTEx FEx
Carrying amount of inventories sold EEGFERAE 1,088,806 1,185,440
Written-off of inventories FEME (5,175) (28,632)
Provision for write-down of inventories T E MR B 1 8,270 1,284
1,091,901 1,158,092

Allinventories are expected to be recovered within one AT EFEBER—FERKkE o

year.
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NOTES TO THE

FINANCIAL STATEMENTS

BT R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)

CESHES AL = E L))

19 INVENTORIES (CONTINUED) 19 FE (&)

(c) Certain inventories of the Group were pledged as (c) AEEETHEECHERELBTERN
security for bank loans (see Note 23). Details are R (ESHME23) - FEEIIWOT :
set out as follows:

As at December 31,
M12H31H
2025 2024
2025 20244
USD’000 USD’000
FEx FET
Inventories FE - 16,427
20 TRADE AND BILLS RECEIVABLES 20 EBEZRWREREWRERE
As at December 31,
Mm12H31H
2025 2024
20254 20244
Note USD’000 USD’000
HiaE FEx FEx
Trade debtors and bills receivable, EWRERRZEWZHE -
net of loss allowance HBRE IR BE
— measured at amortised cost — BB AGTE (i)
Trade receivables B 5 WA 452,842 480,599
Bills receivables e =5 2,298 4,136
455,140 484,735
— measured at FVOCI — A AREEFEAEH (ii)
BT AL MEERE
=
Trade receivables S REWE 4,064 4,738
459,204 489,473

All of the trade and bills receivables are expected to be
recovered within one year.

Bills receivable primarily represent short-term bank
acceptance notes receivable that entitle the Group
to receive the full face amount from the banks at
maturity, which generally ranges from 3 to 12 months
from the date of issuance. Historically, the Group had
experienced no credit losses on bills receivable.

PTBE 5 RUEIA K BN EIETA SN —F
Mg e

FEM R iR = AR T AR S B4R N AR B HA RS
B #R17 45 [0 B B 1 2 AP [ (E A e MR R AR 1T
EARE  ZERBRETERTHEHNESH
BE12MEA - RBE - AEBARBIEEE
BHBAEEEBEBENER -

SEERERAT —T- REER



NOTES TO THE FINANCIAL STATEMENTS

5 HRR MR

(Expressed in US dollar (“USD”) unless otherwise indicated)
(ST [FT /T - BrIESEHES)

20 TRADE AND BILLS RECEIVABLES 20 EZEWKHBEREVRERE (&)

(CONTINUED)

Notes: Hiaz -

(i) As at December 31, 2025, certain trade debtors (i) M2025F 12 A31H T L (20244 :
of nil (2024: USD1,921,000) were pledged as 1,921,000% ) & T8 S W HIER
securities for bank loans of the Group (see Note WEHIEARNEBRTERNEE (5
23). 2BKFE23) ©

(i) Certain amounts of the Group's trade debtors (i)  AEBERRAEEEELEDHTAR
and bill receivables measured at FVOCI are trade HEEKENE S ENSE R EREE
debtors factored to banks in accordance with HETFSEARERERSEEE SR
receivables purchase agreements. These factored RITIRIZNE 5 IEUIE - sk E A 4
trade debtors were held for both collection of B R RINER AT ERENESE
contractual cash flows and sales. The contractual Wi - B EWESHNASLRSRE
cash flows of the trade debtors comprised solely BHAKREBNZR - AR BEEESHNEM
payments of principal and interest. Changes in 2HENFEAEDR  EFREEEEERNIE
fair value are recognized in other comprehensive HAFEZ o
income, except for the recognition in profit or loss
of ECLs.

Aging analysis BRIR 20 AT

As of the end of the reporting period, the aging analysis HEHRESHAR  ENRZEEE RINGEE R

of trade and bills receivables, based on the invoice 1R E 5 FE U R IE K B U ZE HE /) BR e 9 AT 40

date and net of loss allowance, is as follows: T :

As at December 31,
M12H31H
2025 2024
2025 20244
USD’ 000 USD’000
FTERT TET

Within 6 months 61E A K 449,843 480,763

Over 6 months but within 12 months 6fE A LA EB12ME A A 4,552 3,414

Over 12 months 1218 A A £ 745 558

455,140 484,735

Trade and bills receivables are due within 30 — 180
days from the date of billing. Further details on the
Group’s credit policy and credit risk arising from trade
and bills receivables are set out in Note 33(a).

Chervon Holdings Limited Annual Report 2025
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NOTES TO THE FINANCIAL STATEMENTS
BT R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)
(UZETT [FT /T - BrIESEHES)

PREPAYMENTS, DEPOSITS AND OTHER 21 FEfHIE - - RELSRHEMEWKIE
RECEIVABLES

The Group AEHE As at December 31,
M12H31H
2025 2024
20254 20244
uUSD’000 USD’000
FER FET
Current =8
Value added tax recoverable AU Bl IE(E 21,121 15,068
Other tax recoverable H b AT Uz B 7 1H 2,854 5,358
Prepayments for materials and expenses R FE R RE R B 11,497 16,289
Advances to employee miE B 1L MR K 766 902
Other deposits and receivables H A (R7FE e MR 5,511 4,505
41,749 42,122
Less: loss allowance R R = =
41,749 42,122
Non-current FEH
Prepayments for properties, plants and VI~ BB KRR E AR EH A 25,273 3,820
equipment and other long-term assets REIEEMTBFIE
Advances to staff M8 TEH AR R 4,244 4,004
29,517 7,824
The Company PN As at December 31,
M12H31H
2025 2024
2025 20244
USD’ 000 USD’000
FEx Fx=x
Current =3
Amounts due from subsidiaries FEUHT B A RIFIE - 118,050
All of prepayments, deposits and other receivables FERMNIUE - REBES NEMEKIEN S
current balances are expected to be recovered or HiERTER R —E RN B SR AR -

recognized as expense within one year.
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NOTES TO THE FINANCIAL STATEMENTS
B HS R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)
(ST [FT /T - BrIESEHES)

22

(a)

(b)

CASH AND CASH EQUIVALENTS AND 22 HRERFSZEYREHFER
PLEDGED DEPOSITS
Cash and cash equivalents comprise: (a) BHERRESZEYEFE:
As at December 31,
M12A31H
2025 2024
20254 2024 4F
UsSD’ 000 uUSD’'000
FTER FETT
Cash at bank RITRE 379,231 328,688
Cash in hand FHERE 61 70
379,292 328,758
Note: e
As at December 31, 2025, cash and cash equivalents R2025€ 12 8318 BN HEE 4
situated in Mainland China amounted to USD257,846,000 R4 L @Y 45 5257.846,000E 7T (2024
(2024: USD252,624,000). Remittance of funds out of £ : 252 624 000ET) o YESE L B R H,
Mainland China is subject to relevant rules and regulations JE ST NI S 5| FE B4R 2= I o
of foreign exchange control.
Pledged deposits comprise: (b) IEREZEE:
As at December 31,
M12A31H
2025 2024
20254 2024 4F
UsD’ 000 USD’000
FEx TETT
Pledged deposits for LA & I #1731
— issuance of bills payable NS 3,098 4,765
— issuance of banking facilities — BITIRITHE 16,357 15,424
19,455 20,189

The pledged deposits will be released upon the
settlement of letters of credit and bills payable and by
the Group or the expiry of relevant banking facilities.

Chervon Holdings Limited Annual Report 2025
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NOTES TO THE FINANCIAL STATEMENTS
BT R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)
(UZETT [FT /T - BrIESEHES)

CASH AND CASH EQUIVALENTS AND 22 HaRkRESZEZEYREARAER(E)
PLEDGED DEPOSITS (CONTINUED)

Reconciliation of profit before taxation to cash (c) BKR¥AFHELEFESHESHEIR
generated from operations

Year ended December 31,

BZ12A31BLEFE
2025 2024
2025 20244
Note USD’000 USD'000
i3 FET TET
Profit before taxation BRELRIAE 115,096 132,763
Adjustments for: HATSBELRE
Depreciation of properties, plants and equipment W - WEREETE 6(c) 42,827 49,289
Depreciation of right-of-use assets ERBEENE 6(c) 9,999 6,274
Amortization of intangible assets B AESH 6(c) 549 401
Net finance costs BEKAFE 6(a) 3,167 5,250
Share of loss of an associate DEEEAREE 3,940 17,344
Net gains on disposal of properties, plants and HENE  BERIERRTE 5(b) (92) (286)
equipment
Net losses on disposal of leases HEREBETE 5(b) - 605
Net gain on disposal of a subsidiary (Note 22(f)) HE—HMBARMKRFE 5(b) (19,240) =
(Haz22(r)
Net realized and unrealized gains on financial NARBEFNEAAEHHAZHER  50) (2,090) (515)
assets at FVPL NeRmEED BRERAERNGE TR
Net realized and unrealized gains on derivative TSR T ANEERRAREHR 5(b) (2,269) (4,120)
financial instruments ik
Restructuring cost BHARA 5(b) - 23,032
(Reversal of)/provision for impairment loss on trade &5 & Eth e IR EBEL 6(c) (290) 2,180
and other receivables (BE),/ B
Provision for write-down of inventories FEMREE 6(c) 8,270 1,284
Net foreign exchange gain B i a5 8 (7,871) (2,136)
Operating profit before changes in working capital & E% &% 858 A8 151,996 231,365
Decrease/(increase) in pledged deposits BAEETRD /(Em) 1,667 (1,032)
Decrease/(increase) in inventories BERD /(Em) 154,474 (78,637)
Decrease/(increase) in trade and bills receivables B SR B R EREER D /() 30,586 (132,372)
Decrease in prepayments, deposits and BAFUE - RE S REMERTIERD 129 27,924
other receivables
Decrease in right to returned goods asset RESHEENEN RS 12,187 9,732
(Decrease)/increase in trade payables BHEMNTERD),/#Em (95,753) 91,506
Increase in other payables and accruals H A e I R IEET B RN 45,130 61,968
Decrease in warranty provision RERERD (20,165) (21,332)
Decrease in refund liabilities from right of return REEFNERAENS (17,178) (12,424)
Decrease in defined benefit retirement plans RERARMKEEIZERD (36) (36)
obligation
Increase in deferred income BTz 2,523 1,009
Cash generated from operations REMERS 265,560 177,671
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NOTES TO THE FINANCIAL STATEMENTS
B HS R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)
(ST [FT /T - BrIESEHES)

22

(d)

CASH AND CASH EQUIVALENTS AND 22 HB&kELZEYEKEHER(E)
PLEDGED DEPOSITS (CONTINUED)
Reconciliation of liabilities arising from financing (d) ®BEEBELENEBEHIR
activities
The table below details changes in the Group's TRAMRTAEEEREETHEENBED
liabilities from financing activities, including both cash 28 (pRReMIFREEY) @B RHE
and non-cash changes. Liabilities arising from financing ERMBERAEBERENARKRRERENA
activities are liabilities for which cash flows were, or SEGERERERANE D HEABE L E AR
future cash flows will be, classified in the Group's BEREEHNHESRENEE -
consolidated cash flow statements as cash flows from
financing activities.
Bank Interest Lease
Ioans payable liabilities Total
FITER  ERFIS HEBE Bt
USD 000 USD’'000 USD’000 USD’000
FTEr = FTErx T=x
(Note 23) (Note 26) (Note 24)
(PtzE23)  (Kizk26)  (PIE24)
At January 1, 2024 M2024F1 818 328,640 452 12,381 336,473
Changes from financing cash flows: BER&HELE :
Proceeds from bank loans PITERFTEIIE 433,682 = = 433,682
Repayment of bank loans EERITER (457,772) = - (457,772)
Capital element of lease rentals paid ENHEERSNEARLLS - = (4,071) (4,071)
Interest element of lease rentals paid ENHEERSHFEDD - - (515) (515)
Interest paid ERFE - (10,571) - (10,571)
Total changes from financing cash flows BEAR&RELEEE (24,090) (10,571) (4,586) (39,247)
Exchange adjustments EXAE (3,996) - (971) (4,967)
Other changes: Hin 25 :
Increase in lease liabilities from entering SR ZHEENHEEE - - 6,585 6,585
into new leases during the year 0
Interest expenses (Note 6(a)) FER= (Hiit6(a)) = 10,466 515 10,981
Total other changes HinSEEE - 10,466 7,100 17,566
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(d)

CASH AND CASH EQUIVALENTS AND
PLEDGED DEPOSITS (CONTINUED)

Reconciliation of liabilities arising from financing

activities (Continued)

NOTES TO THE FINANCIAL STATEMENTS

BT R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)
(UZETT [FT /T - BrIESEHES)

22 BRERRSEEYRERER ()

(d) BEFBELENREHR(E)

Bank Interest Lease
loans payable liabilities Total
BITEN EAFIE HEAE At
USD’ 000 USD’ 000 USD’ 000 USD’000
TR Txn Txn Txrn
(Note 23) (Note 26)  (Note 24)
(PHaE23) (BtaE26) (Btzt24)
At December 31, 2024 and M2024512831B R 295,554 347 13,924 309,825
B DB
Changes from financing cash flows: BERE&HELE :
Proceeds from bank loans BITERMERE 456,896 - - 456,896
Repayment of bank loans EERITER (506,550) - -  (506,550)
Capital element of lease rentals paid BEANHERENERTH - - (8,000) (8,000)
Interest element of lease rentals paid BRBEERSMASHS - - (637) (637)
Interest paid BRFE - (8,252) - (8,252)
Total changes from financing cash flows EER&REE 8 E%E (49,654) (8,252) (8,637) (66,543)
Exchange adjustments ELRE 8,956 - 36 8,992
Other changes: Hn# s
Increase in lease liabilities from entering R ZHEENHEEE - - 19,598 19,598
into new leases during the year 0
Interest expenses (Note 6(a)) FEHAZ (#i26(a) - 8,060 637 8,697
Total other changes H it B Ehia%s - 8,060 20,235 28,295
At December 31, 2025 2025%12831H 254,856 155 25,558 280,569
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NOTES TO THE FINANCIAL STATEMENTS

5 HRR MR

(Expressed in US dollar (“USD”) unless otherwise indicated)
(ST [FT /T - BrIESEHES)

22 CASH AND CASH EQUIVALENTS AND 22 HRE&RESZEYREHFER(E)

PLEDGED DEPOSITS (CONTINUED)

(e) Total cash flow for leases (e) HEREREHLHE

Amounts included in the cash flow statement for leases
comprise the following:

FAAHERERERNFTAREATREA !

Year ended December 31,
BZ12A31HILEE

2025 2024

2025 20244

USD’000 UsSD’000

SRESTE FE5x

Within operating cash flows REERBREN 2,359 2,655
Within financing cash flows REEREREN 8,637 4,586
10,996 7,241

These amounts relate to the following:

Year ended December 31,
BZ12A31BLEE

2025 2024

20254 20244

USD’000 UsSD’000

FE5x TEx

Lease rentals paid ENEERES 10,996 7,241

Chervon Holdings Limited Annual Report 2025



22

()

NOTES TO THE FINANCIAL STATEMENTS

CASH AND CASH EQUIVALENTS AND
PLEDGED DEPOSITS (CONTINUED)

Disposal of interests in a subsidiary

On March 26, 2025, the Company entered into an
agreement with Chervon Precision Technology Holdings
Company Limited (“Chervon Precision Technology”),
pursuant to which the Company conditionally agreed
to sell and Chervon Precision Technology conditionally
agreed to purchase the entire equity interest in
Chervon (China) Investment Co., Ltd. (“Chervon (China)
Investment”), one of the Group’s subsidiaries, at a
consideration of RMB570,000,000 (USD79,533,000
equivalent) which was determined after arm’s length
negotiation with reference to, among others, the
historical financial performances of Nanjing Chervon
Auto Precision Technology Co., Ltd. (“Chervon Auto
Precision Technology”), the accumulated loss incurred
from the Company’s investment in Chervon Auto
Precision Technology and the prevailing market price
of the shares of Chervon Auto Precision Technology.
The disposal transaction was approved on May 22,
2025 at the extraordinary general meeting and further
completed on June 25, 2025 with all conditions
satisfied.

The Group’s associate, Chervon Auto Precision
Technology was held by Chervon (China) Investment.
With the disposal of Chervon (China) Investment,
the Group also disposed its interest in an associate,
Chervon Auto Precision Technology, on June 25, 2025.

22

()

BT R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)
(UZETT [FT /T - BrIESEHES)

RERAESEEYRERER (H)

HE— M ELQ SRS

RK2025F 3 A26 H © AR A H R IEREZ A
ZRREBR AR ([RIEFBZEFEM]) 51— 17
i Bt - ARRBEBRGEREHERRE
BERMEKEREEEERRE ()&
BEERAR (R (FRA)EBE] AEAEE
WMEBARZ —)22BRiE REAARE
570,000,000t (#H%E 774 79,533,000%7T)
ZREDNE2Z (AR E) BRARERER
BRMRMDERA R ([ RIETEBZRIM )
ZBAPBKERE ARRRIEERIETER
TRMAES 2 Bt EER R ERBRBER
MR ZRITMERATFERETE - HEXR
SR 202545 522 HER BRI A SH#E -
WA FTE G EER % - R20259F6 A25H
BT o

AN ER B B A B R 8T B RS BT AR R U
(FE)REFE - BELERE (REH) &
& REEJA202556 A 25 H H & A B
ENRRIETERRFMAER °
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NOTES TO THE FINANCIAL STATEMENTS

5 HRR MR

(Expressed in US dollar (“USD”) unless otherwise indicated)
(ST [FT /T - BrIESEHES)

22 CASH AND CASH EQUIVALENTS AND 22 HRE&RESZEYREHFER(E)

PLEDGED DEPOSITS (CONTINUED)

(f)  Disposal of interests in a subsidiary (Continued) ) HE—BMEQ RS (&)

Aggregate of assets and liabilities of Chervon (China)

Investment at the date of disposal over which control BENAEEEE

was lost:

RHEEBRHRE (PE) RESREEHIEN

June 25, 2025

202546 H25H
USD’000
FEx

Interest in an associate i kNI ok 63,147
Cash Re 987
Prepayments, deposits and other receivables TERIE - (REBE S & H A ERFKIE 4
Other payables and accruals E M RIE R ERE R (3)
Net assets disposed EHEEEFE 64,135
Net gain on disposal of a subsidiary: & — B AR AN EFRE

June 25, 2025

202546 H25H
USD’000
FEr
Consideration RE 79,533
Net assets disposed of BHEEESE (64,135)
Share of other reserve of Chervon Auto Precision [E{h R I& /5 EFE2 1T @ ERE R 3,842
Technology previously recognized H At
Net gain on disposal of a subsidiary L& —FHRE A8k FRE 19,240

Analysis of net cash in respect of the disposal of a

subsidiary is as follows:

o

FRALE —RNBRRNRSFES TN

June 25, 2025

202546 A25H

USD’000

FEx

Consideration RKE 79,533
Less: cash disposed of B EHERS (987)
Proceeds from disposal of a subsidiary, net of HE—ENEB AR S HIE 78,546

cash disposed of

(NBREHERSE)
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NOTES TO THE FINANCIAL STATEMENTS
BT R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)
(UZETT [FT /T - BrIESEHES)

BANK LOANS 23 HRITEX
The maturity profile for the interest-bearing bank loans NEREER - AEBRARBRET BRTT
of the Group and the Company at the end of each ERMEEERAT

reporting period is as follows:

As at December 31,

M12H31H

2025 2024
20254 20244
UsSD’ 000 USD'000
FTEx FEx
Short-term bank loans HESRITE R 101,043 126,599
Current portion of long-term bank loans REBRITERNE BHEH 6,711 66,020
Within 1 year or on demand 1FRHIRERKE R 107,754 192,619
After 1 year but within 2 years 1F&E2FEA 147,102 102,935
After 2 years but within 5 years 2F1BB5FN - -
147,102 102,935
254,856 295,554

At the end of each reporting period, the bank loans NEIRERAR  SRITETERRIERINT ¢

were secured and guaranteed as follows:

As at December 31,

M12H31H
2025 2024
20254 20244
USD’000 USD’000
FE T=E=

Bank loans RITER

— Secured — B 23,665 34,546
- Secured and guaranteed — AR EER 93,187 131,879
— Guaranteed — BER 80,929 87,488
- Unsecured and unguaranteed — I R EER 57,075 41,641
254,856 295,554
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NOTES TO THE FINANCIAL STATEMENTS

5 HRR MR

(Expressed in US dollar (“USD”) unless otherwise indicated)
(ST [FT /T - BrIESEHES)

23 BANK LOANS (CONTINUED) 23
Note:
(i) The Group’s bank loans were secured by certain

assets of the Group. An analysis of the carrying
value of these assets is as follows:

IRITER (E)
Kiat -

(i) AEBNRITEFRUANAEBHE TEE
TEEIH - ZFBEENBREEDTNOT :

As at December 31,

M12831H
2025 2024
20254 20244
USD’ 000 USD’000
FEx FEx
Inventories (Note 19) T& (K1a£19) - 16,427
Trade and bills receivables (Note 20) B S RYGRIE R EREE - 1,921

(Hiz£20)
Pledged deposits (Note 22(b)) EIRFR (M aE22(b)) 16,357 15,424
Interest in an associate i AN oL 2 - 13,226
16,357 46,998
24 LEASE LIABILITIES 24 FHEEE

At December 31, 2025, the lease liabilities were
repayable as follows:

R2025%12A31H  HEEBBEREERBR
IR :

2025 2024

2025 20244

USD’ 000 USD’000

FER FET

Within 1 year 1F R 9,391 5,157
After 1 year but within 2 years 1F&E2F R 9,664 3,760
After 2 years but within 5 years 2F1BB5FN 6,503 4,169
After 5 years 5% 1% - 838
16,167 8,767

25,558 13,924
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NOTES TO THE FINANCIAL STATEMENTS
BT R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)
(UZETT [FT /T - BrIESEHES)

TRADE AND BILLS PAYABLES 25 EBIZESREREMEE
As at December 31,
R12831H
2025 2024
20254 20244
USD’ 000 USD’000
TER FET
Trade payables 2 5 N RIE 208,257 294,758
Bills payable FEE IR 14,642 23,184
222,899 317,942

As of the end of the reporting period, the aging analysis

of trade and bills payables, based on the invoice date,

is as follows:

BEREHF  ERERADOESEAR

AR ENSREARERSTAT

As at December 31,

MW12A31H
2025 2024
20254 20244
USD’ 000 USD’000
FEx FEx
Within 3 months 3E AR 186,244 253,734
3 to 12 months 3&12{8H 36,655 64,208
222,899 317,942

All of the trade and bills payables are expected to be
settled within one year or repayable on demand.

BB S RNFKARENZEBRETHR—F
NEERARBEREE -
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(ST [FT /T - BrIESEHES)

25

TRADE AND BILLS PAYABLES (CONTINUED)
Supplier finance arrangements

The Group has entered into certain reverse factoring
arrangements with banks. Under these arrangements,
the banks pay suppliers the amounts owed by the
Group in early payment terms, which are upon
suppliers’ demand after the invoice date. The Group
then settles with the banks between 90 — 120 days,
which are the original due dates with the suppliers,
without interest. The interest arising from such
arrangements are born by the suppliers.

In the consolidated statement of financial position, the
Group has presented the payables to the banks under
these arrangements as “trade and bills payables”, in
view of the nature and function of such liabilities are
similar to the Group’s trade payables to suppliers, and
these liabilities are part of the working capital used in
the Group’s normal operating cycle. As at December
31, 2025, the carrying amount of financial liabilities
under these arrangements included in the “trade and
bills payables” amounted to USD24,387,448 (December
31, 2024: USD54,159,056), USD19,745,568 (December
31, 2024: USD43,165,366) of which suppliers have
received payments from the banks.

In the consolidated statement of cash flows, payments
to the banks are included within operating cash flows
based on the nature of the arrangements.

Chervon Holdings Limited Annual Report 2025
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EZRAREARENREE (&)
HEERMERH

AEBEERTAILE TRAFREZSE - R
BRERY  RITEHERNEE R HERN
23K - ME R ARBE AR R
1B o REEPERNIOE120 KM (4t fE
BRIRAEIEE) BIRITHEE - TEHE -
BRAREEEEAF S bt R -

REETBRRERA  EREBEAEENED
kB AEEENEEENE S ENRIE
HUMZSaBATNEERIESEE BN
BHEBEESH—H9 NEEBBIREZ
ERRMNBTHNREZNAIEZEMK
BN ENEZE | - R20259 128318 @ %
ELHETHNEREBEREETAIESE
NHIERENEE] - ©%%24,387,4483%
7T (20244128311 : 54,159,056 % 7T)
HEFBRRTWERE A 19,745 568% T
(2024512 A31H : 43,165,366 7T) °
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A ARITHNFGALERSRENR -



NOTES TO THE FINANCIAL STATEMENTS
BT R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)
(UZETT [FT /T - BrIESEHES)

26 OTHER PAYABLES AND ACCRUALS 26 HttENRERETER
The Group AEHE
As at December 31,
M®12H31H
2025 2024
20254 20244
USD’ 000 USD’000
FEx FET
Other payables and accrued charges H fth E SR R FERT 2 173,971 132,312
Salaries, wages, bonus and benefits payable  EffE& « T& « JE4LRAEF 26,308 38,642
Payables for purchase of properties, plants BEMFE  BERZEHEN 15,953 8,190
and equipment KIA
Interest payables FE IS 155 347
Other tax payables H i JE BB 1H 12,764 17,109
229,151 196,600
The Company VNN
As at December 31,
MW12H31H
2025 2024
20254 20244
USD’ 000 USD’000
FEx FET
Amounts due to subsidiaries FEATHT B A B RIA 4,278 6,353
Other payables and accruals H fth E < 5RIE K FEET & 65 86
4,343 6,439
All of the other payables and accruals are expected to FRB H fth FET /I8 R e & R TEH KN — 5
be settled within one year or repayable on demand. NEE AR EKEE -
Note: Bia -
Other payables and accrued charges primarily comprise HMENFERES ST EREEHETE
accruals for marketing and advertising fee, utility expenses, AREEER ARFEXERX  BREEBERHEAM
service fee and other expenses. X o
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NOTES TO THE FINANCIAL STATEMENTS
B HS R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)
(ST [FT /T - BrIESEHES)

27 INCOME TAX IN THE CONSOLIDATED 27 #HZEUMBRRRANFER
STATEMENTS OF FINANCIAL POSITION
(a) Current taxation in the consolidated statements (a) #HA&HMERREKPHENPHRIELR :

of financial position represents:

As at December 31,

M12H31H
2025 2024
2025%F 20244
USD’ 000 USD’000
FEx Fx=x
At the beginning of the year RF 4] (6,508) 3,939
Provision for the year: FEME :
— PRC Corporate Income Tax — R EREH (3,692) (10,296)
- Hong Kong Profits Tax — BENEH (4,322) (5,612)
— Income tax for tax jurisdictions outside — REREBRINGEF REE (11,694) (4,499)
PRC and Hong Kong B=r s
(26,216) (16,468)
Effect of withholding tax on dividends TR AR B & (3,515) -
Over-provision in respect of prior years M FE RS (719) (53)
Tax paid: EAFRIA
— PRC Corporate Income Tax — PR EMEH 13,243 10,584
- Hong Kong Profits Tax — BBAEH 13,226 221
— Income tax for tax jurisdictions outside — B R BRI A 11,295 3,702
PRC and Hong Kong EERMNAEH
- Withholding tax paid on dividends — B REEINE 3,515 -
41,279 14,507
Tax refund BRBIIA (5,074) (4,520)
Exchange adjustment T 5, 58 B 752 26
At the end of the year RER 6,507 (6,508)
Represented by: EBEUATEEZS :
Taxation recoverable Al U el 7 IE 15,236 1,757
Taxation payable FERBIIR (8,729) (8,265)
6,507 (6,508)
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NOTES TO THE FINANCIAL STATEMENTS
BT R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)
(UZETT [FT /T - BrIESEHES)

27 INCOME TAX IN THE CONSOLIDATED 27 #HFEMBRAERANFAEH (&)
STATEMENTS OF FINANCIAL POSITION

(CONTINUED)
(b) Deferred tax assets and liabilities recognized (b) CERRELEHELEERAEMEE :
represents:
() The components of deferred tax assets/ (i) Rére M ERR R AR AIELER 1B
(liabilities) recognised in the consolidated LE /() NERTD RRFR
statement of financial position and the S EHT

movements during the year are as follows:

Fair value
change of
Fair value financial
change of assets at
derivative  Depreciation Accumulated  FVPL and
Provision  Unrealized financial ~ of properties, amortization  derivative
forasset profitson Deductible  Deferred instruments  plants, and of intangible financial  Undistributed
impairment ~ inventories tax losses income liabilities  equipment assets  instruments profits ~ Others  Total
HAAEE
iREE%E
TARRER
WeREER
fiEeR fiEeRIA
EERE FER TN IEBRN MR BE  EPEE  NOABE

B8 RN BEER  BEME OMEEZD DRGNE iR £2  AOEEE A6 A
USD'000  USD'000  USD'000  USD'000  USD'000 USD'000  USD'000  USD'000 USD’000  USD'000  USD’000
T2 i R iR i1 T2 T4 i1 Tin TR iR

At January 1, 2024 RNUEIA1A 12,036 25,180 8,700 534 576 (7,750) - (55) (5,336) 178 34,663

Recognized inproftorloss A\BES (488 02 Gne 1 1 1,006 2 (60) (129 T8 45

Recognized in other N2 ENRED - - - - - - - - - (6) (6)
comprehensive income

Acquistion of asubsiciary  HEHEAA - - - - - - (381) - - -

Exchange adjusiment EXSE (188) - (20) (10) ?) 104 14 11 9 % (61)

MDecember 31, 0% and  RAMERENAR 20 %R 4 6B 1,050 (6640) (345 069 (5455 159 MpN
January 1, 2025 NBE1A1A

Recognized inprofitorloss ~ WNE&R 1,165 (1,23 (1,501) 799 (118) (294) 55 284 (144 4613 30

Eflectof withholding taxon ~~ BAR4RENF2 - - - - - - - - 3515 - 355
dividends

Recognized in olher REM2AREED - - - - = = = = = 0 9)
comprehensive income

Acquisttion of a subsidiary - - - - - - (829) - - - (829)
(Note 36)

Exchange adjustment 210 - 91 2 4 (148) (54) @) (%) i) 56

A Decerber 31,2025 Ho5E12 831 8% M 13 150 % e (1) G (M) 6 d0am

SEERERAT —T- REER



NOTES TO THE FINANCIAL STATEMENTS

5 HRR MR

(Expressed in US dollar (“USD”) unless otherwise indicated)
(ST [FT /T - BrIESEHES)

27 INCOME TAX IN THE CONSOLIDATED 27

REVBRRRANFTES (F)

STATEMENTS OF FINANCIAL POSITION

(CONTINUED)

(b) Deferred tax assets and liabilities recognized (b)

represents: (Continued)

(i) Reconciliation to the consolidated statements of

financial position:

ERIAELEHELEREEE  (8)

(i) ERER A WIS AROR R R -

As at December 31,

M12H31H
2025 2024
2025 20244
USD’ 000 USD’000
FEx FEx
Net deferred tax assets recognized RERE B TS AR R 2R FE R R IR T 55,882 51,781
in the consolidated statements MIBEESFE
of financial position
Net deferred tax liabilities iR & BB R R ERAIET (15,505) (17,161)
recognized in the consolidated HIEBEEHE
statements of financial position
40,377 34,620

(c) Deferred tax assets not recognized

In accordance with the accounting policy set out in
Note 2(u), the Group did not recognize deferred tax
assets of USD18,988,000 as at December 31,
(2024: USD17,604,000), in respect of cumulative tax
losses USD85,243,000 as at December 31, 2025 (2024

(€) FBRNELHEEE

BB F2(U)FE M2 BR - NEBEW
E|ELR2025F 12 A1 HN R HiEE 8
2025 85,243,000 7T (20244 : 75,550,000
70 ) FER I 2025F 12 A31 BHELFHEE
7£18,988,0003 7T (20244 : 17,604,0003%

USD75,550,000). It was not probable that future taxable ) c RIEBRBaEEERREEBRBAER
profits against which the losses can be utilized will be 2 E =R A A1 AT DA S 5 B S 18 R0 AT g 1 T
available in the relevant tax jurisdiction and entities. N o
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(d)

28

NOTES TO THE FINANCIAL STATEMENTS

INCOME TAX IN THE CONSOLIDATED
STATEMENTS OF FINANCIAL POSITION
(CONTINUED)

Deferred tax liabilities not recognized

At December 31, 2025, the Group did not recognize
deferred tax liabilities of USD26,779,000 (2024:
USD22,196,000), in respect of distributable profits of
the Group’s subsidiaries amounted to USD238,389,000
(2024: USD208,774,000), respectively. As the Group
controls the timing of the reversal of temporary
differences associated with undistributed profits of
its subsidiaries and it has been determined that it
is probable that certain portion of the undistributed
profits earned by the Group’s subsidiaries will not
be distributed in the foreseeable future, therefore no
deferred tax liabilities arisen from above mentioned
undistributed profits not probable to be distributed in
the foreseeable future was recognized as at December
31, 2025.

PROVISIONS

The Group’s provisions are analyzed for reporting
purposes as below:

27

(d)

28

BT R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)
(UZETT [FT /T - BrIESEHES)

mEMBRRRANFAES (F)

AERRIELED AR

K2025%F12H310 - ASBE W EGRAEE
i AR A A 2K F)E 238,389,000 T
(20244 : 208,774,000 7T ) HERIELER A
B 1526,779,0003 7T (20244 : 22,196,000
EIr) c BRAEEEHIEZENE QR
ROEANBEBAMNEREEREOARME - B
HEWETERABERRRTRAEDRASE
| B 8 A 5 B BRER A R 2 R B A B T B
2 At - R2025612A31 8 @ ERER
SRR RERA AT TE R R R 2 K &Y oK 25 R A
HEANBELEHERRE -

B
AEBRREM S OBEEIFAOT :

As at December 31,

MW12831H
2025 2024
2025 20244
USD’ 000 USD’000
FEx T=
Current BN HA 43,529 32,313
Non-current JEENEA 9,653 38,916
53,182 71,229

SEERERAT —T- REER



NOTES TO THE FINANCIAL STATEMENTS
B HS R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)
(ST [FT /T - BrIESEHES)

28

()

(i)

PROVISIONS (CONTINUED) 28 #BfE (E)
As at December 31, 2025, the Group's provisions MN2025612A31H » REFENEETE
mainly comprise warranty provision of USD42,224,000 BIERIERE42,224,0003% T (2024 4F
(2024: USD48,197,000) and provision for restructuring. 48,197,000 70) MEHEREE - FALFH
The movements during the year are as below. N e
Warranty Provision for
Provision restructuring Total
RSB BHRE et
USD’ 000 USD’ 000 USD’ 000
FEx FTEx FTEx
At January 1, 2024 K2024%F1H1H 69,677 — 69,677
Provision in the year FREE 48,012 23,032 71,044
Utilization of provision FARE (69,344) - (69,344)
Exchange adjustment bE 5, B (148) = (148)
At December 31, 2024 and R2024%F 12 A31H X 48,197 23,032 71,229
January 1, 2025 2025%1H1H
Provision in the year FREAE 34,957 - 34,957
Utilization of provision ElEEc L (41,125) (13,997) (55,122)
Exchange adjustment bE H A 195 1,923 2,118
At December 31, 2025 K2025% 12 A31H 42,224 10,958 53,182
Warranty provision (i) REBE
Under the terms of the Group’s sales agreements, the RIRA S E R HE R G AEBEER
Group will rectify any product defects arising within $H5E B BI1E W G Bk = G R EE AE BT {A) EE SR R
two or three years of the date of sale. The warranty fa - RIEBEBREEEBENBERRELRE
provision represents management’s best estimate of EREESERELENREEABMIELNRE
the Group's service commitments arising from products ETRG
sold, based on past claims.
Provision for restructuring (i) EHBE

In October 2024, the Group decided to relocate
certain Group’s manufacturing function from Germany
to Vietnam or China (“the restructuring plan”). As at
December 31, 2025, the provision for the restructuring
plan mainly represented the estimated restructuring
cost of USD10,958,000 (2024: USD23,032,000).
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MR2024F107  AEEAEBASEET
BUER AP ERE B E M E R e ([&
#ztEN]) - 20256128318 =2
R B = B4t E2HA 210,958,000 7T
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30

NOTES TO THE FINANCIAL STATEMENTS

BT R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)

CESHES AL = E L))

REFUND LIABILITIES FROM RIGHT OF 29 REE®EANWERERS
RETURN
Total
st
USD’000
FEr
At January 1, 2024 R202441F 18 36,104
Provision in the year FNEE 34,950
Utilization of provision R EE (47,374)
At December 31, 2024 and January 1, 2025 MR2024F12 31 H &2025%1A1H 23,680
Provision in the year F N 21,798
Utilization of provision ElEEcd (38,976)
At December 31, 2025 2025912 H31H 6,502
Under the terms of the Group’s sales agreements, BEAE B HEBRRT - AEEHER
the Group will rectify any product return arising within HERHE=FMAANEENENERRE °
three months of the date of sale. The refund liabilities EREBEEEEEERNBELRYASERE
represent management's best estimate of the Group’s EEEMESNRBAGEMIED B RER
service commitments arising from products sold, based g
on past experiences.
DEFERRED INCOME 30 EEWE

As at December 31, 2025, deferred income represented
unamortized conditional government grants amounting
to USD7,167,000 (2024: USD4,503,000), for land
levelling compensation.

N2025F12H31H  IEEWREIEE
4 Hb B E W RS A KR A B
7,167,000 7T (2024 4 : 4,503,000%7T) ©

SEERERAT —T- REER



NOTES TO THE FINANCIAL STATEMENTS
B HS R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)
(ST [FT /T - BrIESEHES)

31
(a)

POST-EMPLOYMENT BENEFITS 31 BEHRER
Defined benefit retirement plans obligation (a) AEBFBAKRIESEE
The Group has defined benefit retirement plans AEEGREREZEHBARMNEESHERT
(“Plans”) for its employees in the German subsidiaries. ARG E ([5TE1]) -
The Group provides pension benefits for those REBENKREFENER BRINEBRER
employees who retire in the form of life-long annuities. REeRA o UhE—ROEE S HE—5
These are in-line with usual German market practice BETEXREMEES AN ERRBKERE
and do not constitute any unusual or company-specific REMSEMNEEESR - stEXATEZHAR
risks or require any specific regulatory framework to be SEE -
taken into account. The costs of the Plans are solely
funded by the Group.
The Group engaged an independent actuarial firm, REBEZEFEBE AFKern Mauch &
Kern Mauch & Kollegen GmbH, to assist management Kollegen GmbH % B &I B #ITIHREAE °
to perform the actuarial valuations. The actuarial AERARREENBEHELRBERMEA
valuations of the defined benefit retirement obligation FEREMNEEERBES ST ERFE195%
were performed in accordance with HKAS 19 [EERRH I #TT -
“Employee Benefits” by actuaries using the projected
unit credit method.
() The amounts recognized in the consolidated (i) R E MR R R P RERN S
statement of financial position are as follows: N~
As at December 31,
M12H31H
2025 2024
20254 20244
uUSD’000 USD’000
FX7x FEr
Present value of defined benefit RERIBEARFEIRENRE 329 354

retirement plans obligation
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(a)

NOTES TO THE FINANCIAL STATEMENTS
BT R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)
(UZETT [FT /T - BrIESEHES)

POST-EMPLOYMENT BENEFITS 31

(CONTINUED)

Defined benefit retirement plans obligation (a)

(Continued)

(D) Movements in the present value of the defined

benefit retirement plans obligation:

BERREN (8

RERBFBAKBIEE ()

(i) REBNBRAFTEEETNHREZS :

As at December 31,

MW12H31H
2025 2024
2025%F 20244
USD’ 000 USD’000
FER FET
At the beginning of the year RE AT 354 434

Remeasurements effect recognized in ~ REM 2 E U NERKEF
other comprehensive income TR

— Actuarial gain — BE = (29) (21)
— Exchange adjustment — BN AR 40 (23)
365 390
Benefits paid by the plans STEIFT X A4 84E F (48) (48)
Current service cost B EA AR 745 B AR - =
Interest cost IPSN7®N 12 12
At the end of the year RER 329 354

SEERERAT —T- REER —@—



NOTES TO THE FINANCIAL STATEMENTS

5 HRR MR

(Expressed in US dollar (“USD”) unless otherwise indicated)
(ST [FT /T - BrIESEHES)

31 POST-EMPLOYMENT BENEFITS 31
(CONTINUED)

(a) Defined benefit retirement plans obligation (a)
(Continued)

(iii) Amounts recognized in the consolidated
statement of profit or loss and other
comprehensive income are as follows:

BERREN (8/)

REBFBRAKEIEE (F)

(i) REEEEREEMEARERERN

As at December 31,

MW12H31H
2025 2024
20254 2024 F
USD’ 000 USD’000
FEx FET
Current service cost BIVER AR 75 B 2N - =
Interest on defined benefit retirement AERABNRETEIEERE 12 12
plans obligation
Total amounts recognized in profit RIER R A S
or loss (Note 6(b)) (Bi#t6(b)) 12 12
Actuarial gain e W (29) (21)
Exchange adjustment bE 5 & 40 (23)
Total amounts recognized in other REMAZHEKEERNBE SRR 11 (44)
comprehensive income
Total defined benefit costs REBIKAEEE 23 (32)

(iv) The current service cost and the interest on
defined retirement obligation are recognized
in the following line items in the consolidated
statement of profit or loss:

(iv)  BNERRRFGRCA K SR ERKE AR B R
FeiEmRNIATIER R

As at December 31,

M12H31H
2025 2024
20254 2024
USD’ 000 USD’000
Fxx FET
Cost of sales SHE KR 12 12
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(a)

NOTES TO THE FINANCIAL STATEMENTS

BT R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)
(UZETT [FT /T - BrIESEHES)

POST-EMPLOYMENT BENEFITS 31 BHE&EFN (&)
(CONTINUED)
Defined benefit retirement plans obligation (a) SREEFRKFEIEE (E)
(Continued)
Significant actuarial assumptions (expressed as (v) EARANBERS (AMEEHEERT)
weighted averages) and sensitivity analysis are NERELITWT :
as follows:
As at December 31,
MW12H31H
2025 2024
2025 20244
USD’000 USD’000
FER FET
Discount rate AhIE & 3.57% 3.19%
Rate of pension increase RIRE IR 1% 1%
Retirement age IRIRNEHR age 65 age 65
Staff turnover BImAX 0.00% 0.00%
The below analysis shows how the defined THDMER T REEMNEEE
benefit obligation would have increased/ EAESE =/ (R4 ) 0.20% i 12
(decreased) as a result of 0.20% increase/ mCR)
(decrease) in the discount rate:
As at December 31,
M12H31H
2025 2024
20254 20244
Increase Decrease Increase Decrease
in 0.20% in 0.20% in 0.20% in 0.20%
#100.20% WA 0.20%  E10.20% A 0.20%
uUSD’000 USD’ 000 USD’000 USD’000
FERT FERT FET FET
Discount rate ARIR = (5) 5 (5) 5

The above sensitivity analysis is based on
the assumption that changes in actuarial
assumptions are not correlated and therefore
it does not take into account the correlations
between the actuarial assumptions.

BRGERES T HBRRIEERRE
EAARME - R RF RIEERR Z M
HAEREME
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NOTES TO THE FINANCIAL STATEMENTS
B HS R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)
(ST [FT /T - BrIESEHES)

31

(b)

POST-EMPLOYMENT BENEFITS
(CONTINUED)

Defined contribution retirement plans

Pursuant to the relevant labor rules and regulations
in the PRC, the PRC subsidiaries of the Group
participate in defined contribution retirement plans
(the “Schemes”) organized by the local authorities
whereby the entities are required to make contributions
to the Schemes based on a percentage of the eligible
employees’ salaries during the years ended December
31, 2024 and 2025. Contributions to the Schemes vest
immediately. Under the Schemes, retirement benefits
of existing and retired employees are payable by the
relevant scheme administrators and the Group has no
further obligations beyond the annual contributions.
There is no forfeited contributions that may be used by
the Group to reduce the existing level of contribution.

The Group’s subsidiaries in jurisdictions other than the
PRC, make contributions to local retirement schemes
pursuant to the relevant labor rules and regulations in
the jurisdiction in which such subsidiary located.

Chervon Holdings Limited Annual Report 2025
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(b)

BERREN (8/)

REMFRAKEE

R IR A B /O AR A 5 B0 5 AR I MG - AR B
R BB 8 & B2 L i 5 B 4B A O SR E K
RRETEI(TFHE1]) - B - BiE2024F &
2025F12A31HILFE r EHEREAER
GEREEFSHNE—EF S LML
MR o WEFBWEL MBS ER B - RIRGT
2 A EE B ARSI AEERERIKE
BRIRRERN - BREEHRZI - AEE L&
R — S EE o AEEIE A A ARKIR
BEFOKFRLUAER ©

AEBRTERINRDEE SR AOKH B A BR
BZMBARMERDEEEROAMSEX
R AP R & R KR BIE R K -
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(a)

NOTES TO THE FINANCIAL STATEMENTS

BT R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)
(UZETT [FT /T - BrIESEHES)

CAPITAL, RESERVES AND DIVIDENDS 32 EBX- - #FERERE
Movement in components of equity (a) MREHEMIDHNES
The reconciliation between the opening and closing NEBAR G R B S AR B0 2 B HA ) 45 aR B
balances of each component of the Group's HREHR AN RENGEEREE K
consolidated equity is set out in the consolidated AN A EYE B RE = 4B R EB D M E B E R 2
statements of changes in equity. Details of the changes MEEE BRI T :
in the Company’s individual components of equity
between the beginning and the end of the year are set
out below:
The Company AN
Reserves
=
Share Other Retained
capital reserve profits Total
A HitEE REFE Fohy
Note USD’000 USD’000 USD’000 USD’000
Hist TEx TEx TEx TEx
Balance at January 1, 2024 1202441 A 18 t46 601,859 21,077 186,736 809,672
Changes in equity for 2024 2024 F Ky izt &
Loss and total comprehensive FREEREENSEE - = (26,712)  (26,712)
income for the year
Appropriation of dividends BERE 32(b) = - (18,091)  (18,091)
Purchase of shares for share RO REEEIBERD  320c) = = (2,557) (2,557)
award scheme
Balance at December 31, 2024 R2024%F12 A31B & 601,859 21,077 139,376 762,312
and January 1, 2025 20251 A1 A&
Changes in equity for 2025 2025 F ) &
Profit and total comprehensive FAFBEREERERE - - 194,788 194,788
income for the year
Appropriation of dividends BERE 32(b) - - (118,717) (118,717)
Purchase of shares for share RROREFEEERD  320c) - - (4,049) (4,049)
award scheme
Balance at December 31, 2025 20254 12 A 31 B W44 601,859 21,077 211,398 834,334
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NOTES TO THE FINANCIAL STATEMENTS

5 HRR MR

(Expressed in US dollar (“USD”) unless otherwise indicated)
(ST [FT /T - BrIESEHES)

32 CAPITAL, RESERVES AND DIVIDENDS 32
(CONTINUED)
(b) Dividends (b)

(i) Dividends payable to equity shareholders of the
company attributable to the year

X RERKRE (&)

’RE

(i) FREN KL AR R AR E

2025 2024
20254 20244
UsD’ 000 USD’'000
FEx FEx
Final dividends proposed after the end 5 Hi 7K 1% 3tk 35 A9 AR 2R A% 29,280 40,987
of the reporting period of HKD0.4469 B A&A0.4469/8 T (AHE
(USD equivalent 0.0573) per share 70.05733%7T) (20244
(2024: HKD0.6258 (USD equivalent 0.62587 7t (FAE #°0.0802
0.0802)) %))
Special dividends proposed after the ¥R HIFR I #EK 2 8 51 AL S - 77,986
end of the reporting period of nil AT (20244 : 1.19058 7T
(2024: HKD1.1905 (USD equivalent (FHE0.1526% 7))
0.1526))
Less: Dividends for repurchased s AR A ATRRE B (D B AR (185) (256)
shares held by the Company =)
29,095 118,717
The dividend proposed after the end of the RIPEHR - NRE AN ESES
reporting period has not been recognised as a ERE S MR AEE

liability at the end of the reporting period.
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NOTES TO THE FINANCIAL STATEMENTS

BT R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)
(UZETT [FT /T - BrIESEHES)

32 CAPITAL, RESERVES AND DIVIDENDS 32 ¥7%F - @ZERRE (H&)

(CONTINUED)
(b) Dividends (Continued)

(b) KRE (&)

(i) Dividends payable to equity shareholders of the (ii) F R R ER IR RIBE B FZE
Company attributable to the previous financial JEIT 2 Bl i a IR R AV ARE.

year, approved and paid during the year

Year ended December 31,
BZ12A31HILEE

2025 2024
20254 20244
USD’ 000 USD’000
FEx FEx
Final dividends in respect of previous 2 &k M #t BB & B BUFE 2 40,987 18,091
financial years, declared and REARR B8 1%0.62587%8 7T (18
approved, of HKD0.6258 (USD E70.080237T) (20244 -
equivalent 0.0802) per share (2024: 0.2764 %t (1HE 7 0.0354
HKDO0.2764 (USD equivalent 0.0354))  37t))
Special dividends in respect of EERLESERNBEHBEE 77,986 =
previous financial years, declared R EFA1.1905/8 T (47
and approved, of HKD1.1905 (USD E100.15263% 7T ) (2024 -
equivalent 0.1526) per share (2024: z)
nil)
Less: Dividends for repurchased W AR R PTEREE R R (D B AR (256) —
shares held by the Company =)
118,717 18,091
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NOTES TO THE FINANCIAL STATEMENTS
B HS R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)
(ST [FT /T - BrIESEHES)

32 CAPITAL, RESERVES AND DIVIDENDS 32 ¥7% - ZERRE (&)

(CONTINUED)

(c) Share capital (c) R=E
(i) Issued share capital (i) B #ETRA

Number HKD usbD
of shares 000 000
A& E FET FER

Ordinary shares, issued ZER BRTER

and fully paid: F G

At December 31, 2024, R2024% 128318 - 511,053,811 4,692,327 601,859

20251 A1B &
2025412 A31H

January 1, 2025 and
December 31, 2025

(1)

In accordance with section 135 of the Hong
Kong Companies Ordinance, the ordinary shares
of the Company do not have a par value.

The holders of ordinary shares are entitled to
receive dividends as declared from time to
time and are entitled to one vote per share at
meetings of the Company. All ordinary shares
rank equally with regard to the Company's
residual assets.

Purchase of shares for share award scheme

On January 29, 2024, the Board proposed to
adopt a share scheme under Chapter 17 of the
Listing Rules (the “2024 Share Scheme”). The
purposes of the 2024 Share Scheme are (1) to
bind the interests of shareholders, the Company
and employees to focus on the realization of the
Company’s strategic development objectives
and to drive the performance growth; and (2)
to improve our long-term incentive mechanism
to attract and retain outstanding talents and to
fully mobilize the senior management team and
core employees. On February 20, 2024, the
resolution for adopting the 2024 Share Scheme
was passed in an extraordinary general meeting.
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(c)

NOTES TO THE FINANCIAL STATEMENTS

CAPITAL, RESERVES AND DIVIDENDS
(CONTINUED)

Share capital (Continued)

(1)

Purchase of shares for share award scheme
(Continued)

During the year ended December 31, 2025, the
trustee of the Company purchased its shares on
The Stock Exchange of Hong Kong Limited for

BT R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)
(UZETT [FT /T - BrIESEHES)

32 EX- REKRKRE (H)

(c) EAG&E)
(i) B ZREE BIEER D (&)

B ZE2025F12A31HIEFE © AR
AN AT2024 FRRHHER B
BHAERIMBERATBARD ° &7

the purpose of the 2024 Share Scheme. Details 15T ¢
are as follows:
Number of Highest Lowest

Shares price paid price paid Aggregate
repurchased per share per share price paid
FrEB A BREN BREN e RE
gy 4= BEE BIEE b
HKD HKD HKD
Date HEA BT BT BT
June 11, 2025 20256 H11H 193,200 15.00 14.56 2,866,824
June 12, 2025 20256 H12H 320,000 15.74 15.34 4,985,724
June 13, 2025 20256 H13H 320,000 15.24 14.94 4,836,588
June 16, 2025 202546 A 16H 320,000 15.40 15.02 4,881,366
June 17, 2025 20256 A17H 350,000 15.30 14.80 5,232,832
June 18, 2025 20256 A18H 280,000 15.18 14.62 4,190,286
June 19, 2025 20256 H19H 334,400 14.84 14.50 4,917,174
Total #Et 2,117,600 31,910,794
Equivalent to USD  fHERETT 4,049,000

During the year ended December 31, 2025, the
total amount paid on the purchased shares of
HKD31,910,794 (USD equivalent 4,049,000)
was paid wholly out of retained profits (2024:
HKD19,943,096 (USD equivalent 2,557,000)).

As at December 31, 2025, no share was granted,
vested, exercised or forfeited under the 2024
Share Scheme (2024: nil), the share repurchased
and held for the 2024 Share Scheme was
3,223,700 shares (2024: 1,106,100 shares).

REZE2025F12A31BIEFE « 5
BARMDE WA SEE31,910,7947%8
7T (FE 172 4,049,000%E 7T ) & AR
BAER B (20244 : 19,943,096
BT (FHE 1K 2,557,00057T)) °

R2025F 12 A31H @ WEIRE2024
FROFFEFEL - BB - 7EIRK
fxfn (20244 : &) - §E2024 F &k (D
FrEIfE R R IFE RN A£3,223,700
A% (20244 : 1,106,1000%) °
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32 CAPITAL, RESERVES AND DIVIDENDS
(CONTINUED)

(d) Nature and purpose of reserves
(i) Other reserve

Other reserve primarily represented the portion
of the grant date fair value of shares granted by
the Share Incentive Scheme to the directors and
employees of the Group.

(i) PRC statutory reserve

Statutory reserve is established in accordance
with the relevant PRC rules and regulations and
the articles of association of the companies
comprising the Group which are incorporated in
the PRC.

In accordance with the PRC Company Law,
certain subsidiaries of the Group which are
domestic enterprises are required to allocate
10% of their profit after tax, as determined in
accordance with the relevant PRC accounting
standards, to their respective statutory reserves
until the reserves reach 50% of their respective
registered capital. For the entity concerned,
statutory reserves can be used to make good
previous years' losses, if any, and may be
converted into capital in proportion to the
existing equity interests of investors, provided
that the balance of the reserve after such
conversion is not less than 25% of the entity’s
registered capital.

(iii) Exchange reserve

The exchange reserve comprises all foreign
exchange differences arising from the translation
of the financial statements of operations with
functional currency other than USD. The reserve
is dealt with in accordance with the accounting
policy as set out in Note 2(y).
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(e)

NOTES TO THE FINANCIAL STATEMENTS

CAPITAL, RESERVES AND DIVIDENDS
(CONTINUED)

Capital management

The Group’s primary objectives when managing capital
are to safeguard the Group’s ability to continue as a
going concern, so that it can continue to provide returns
for shareholders and benefits for other stakeholders,
by pricing products and services commensurately with
the level of risk and by securing access to finance at a
reasonable cost.

The Group actively and regularly reviews and manages
its capital structure to maintaining a balance between
the higher shareholders returns that might be possible
with higher levels of borrowings and the advantages
and security afforded by a sound capital position, and
makes adjustments to the capital structure in light of
changes in economic conditions.

The Group monitors its capital structure on the basis of
a net gearing ratio. For this purpose, the Group defines
net debt as total current and non-current bank loans
and lease liabilities less cash and cash equivalents
and pledged deposits. The Group defines capital as
including all components of equity.

32
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32 CAPITAL, RESERVES AND DIVIDENDS 32 ¥7% - ZERRE (&)

(CONTINUED)
The Group's net debt to capital ratio are as follows: REBENFEBERLERLT
As at December 31,
M12H31H
2025 2024
20254 20244
USD’ 000 USD’000
FTEx F=1
Current liabilities: MENEE
~ Bank loans — RITERK 107,754 192,619
— Lease liabilities —HEafE 9,391 5,157
117,145 197,776
Non-current liabilities: ERBERE -
— Bank loans — RITERK 147,102 102,935
— Lease liabilities —HE&E 16,167 8,767
163,269 111,702
Less: Cash and cash equivalents B BekBeEED (379,292) (328,758)
Pledged deposits [REEEEIES N (19,455) (20,189)
Adjusted net debt (Note) RARZEL (M) - =
Total equity i 1,017,854 1,036,693
Net debt to capital ratio BEBEARL R 0% 0%
Note: Wit
Net debt to capital ratio is zero when the amount of cash ERAKENRe MRS EEYREERFRDY
and cash equivalent and pledged deposits of the Group is SREBBERERER  FEHREALERRE -

higher than gross debt.
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(a)

NOTES TO THE FINANCIAL STATEMENTS

FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS

Exposure to credit, liquidity, interest rate and currency
risks arises in the normal course of the Group’s
business.

The Group’s exposure to these risks and financial risk
management policies and practices used by the Group
to manage these risks are described below:

Credit risk

Credit risk refers to the risk that a counterparty will
default on its contractual obligations resulting in a
financial loss to the Group. The Group’s credit risk is
primarily attributable to trade and other receivables.
The Group’s exposure to credit risk arising from cash
and cash equivalents, pledged deposits and bills
receivable is limited because the counterparties are
reputable financial institutions with high credit standing,
for which the Group considers to have low credit risk.

Except for the financial guarantees given by the Group
as set out in Note 35 the Group does not provide any
other guarantees which would expose the Group to
credit risk. The maximum exposure to credit risk in
respect of these financial guarantees at the end of the
reporting period is disclosed in Note 35.

Trade receivables

The Group has established a credit risk management
policy under which individual credit evaluations are
performed on all customers requiring credit over
a certain amount. These evaluations focus on the
customer’s past history of making payments when
due and current ability to pay and take into account
information specific to the customer as well as
pertaining to the economic environment in which the
customer operates. Trade receivables are due within
30 to 180 days from the date of billing. Normally, the
Group does not obtain collateral from customers.
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(a)

FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS
(CONTINUED)

Credit risk (Continued)
Trade receivables (Continued)

The Group has no significant concentration of credit
risk in industries or countries in which the customers
operate. Significant concentrations of credit risk
primarily arise when the Group has significant exposure
to individual customers. As at December 31, 2025,
45% (2024:. 53%) of the total trade receivables was
due from the Group’s largest customer and 72% (2024:
76%) was due from the Group's five largest customers
respectively.

The Group measures loss allowances for trade
receivables at an amount equal to lifetime ECLs, which
is calculated using a provision matrix. The Group
segments its trade receivables based on geographic
regions, due to different loss patterns experienced in
the different regions.

The following table provides information about the
Group’s exposure to credit risk and ECLs for trade
receivables:
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BREREEREMTANAAEE
(&)

FERRE (&)
EZRKE ()

REEREFEEMBONITRSAMENRER
TEEAEESEFRR EAEESETRAR
FTEARAEBEERNTFP A REERTE
KEBRFTE - R2025F 12318 * E5E
W R TE 4258 R D Bl B 45% (20244 : 53%)
FREASENRARTS @ &72% (2024
F:76%) ERBEAEENAEHEARS °

AEEZBSER2HRAEEEEN S B
ERFRWFEBEREG  BRATRIVER
BREREAESL - AR TRMENEERR
AR - NEERE MRS D HE 5 EYNGK
15 o

TR T AE B RN E 5 EUGRIAE
ERkMEREEBERNESR

At December 31, 2025
2025512431 H

Gross
Expected carrying Loss
loss rate amount allowance
AR R IRE48 58 EERE
% USD’ 000 USD’000
% FEr FEx
North Americans algE=
Current (not past due) BPER (R Ef) 0.01% 358,177 (27)
Less than 30 days past due BHASOR AT 0.20% 9,207 (18)
More than 31 days but less than R E31 REDR 0.66% 2,711 (18)
60 days past due 60K
More than 61 days but less than EHAEEG 1 RE DR 1.83% 164 (3)
90 days past due 90K
More than 90 days past due EIHAQO R A £ 6.46% 805 (52)
371,064 (118)
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NOTES TO THE FINANCIAL STATEMENTS

FINANCIAL RISK MANAGEMENT AND FAIR

BT R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)
(UZETT [FT /T - BrIESEHES)

33 HH¥EREERERTIANAAEE

VALUES OF FINANCIAL INSTRUMENTS (#&)
(CONTINUED)
Credit risk (Continued) (a) RFEREE)
Trade receivables (Continued) E SN IE (&)
At December 31, 2025
M"2025F12H31H
Gross
Expected carrying Loss
loss rate amount allowance
B IREAA 5 EERE
% USD’ 000 USD’ 000
% FTEx FER
Europe B
Current (not past due) BNER (AR Hd) 0.00% 47,140 1)
Less than 30 days past due BHASOR AT 0.03% 2,914 1)
More than 31 days but less than BEAR @31 RELR 0.17% 606 1)
60 days past due 60K
More than 61 days but less than BHERHEG 1 RELR 2.56% 585 (15)
90 days past due 90K
More than 90 days past due BHEI0 R A 6.37% 1,758 (112)
53,003 (130)
At December 31, 2025
®2025%F12H31H
Gross
Expected carrying Loss
loss rate amount allowance
FEHIEBEE ERE48% BEEE
% USD’ 000 USD’ 000
% FEx FTER
Rest of the world it R E it &
Current (not past due) BRER (R Hl) 0.06% 24,642 (16)
Less than 30 days past due BHEIB0ORIAT 0.68% 2,072 (14)
More than 31 days but less than BmERRIESTRELR 0.00% - -
60 days past due 60K
More than 61 days but less than BEARE61 RELR 1.72% 58 1)
90 days past due 90K
More than 90 days past due BHIO0 R 22.20% 2,933 (651)
29,705 (682)
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(a)

FINANCIAL RISK MANAGEMENT AND FAIR 33 B HEREERESHMIENAIAREE
VALUES OF FINANCIAL INSTRUMENTS (#&)
(CONTINUED)
Credit risk (Continued) (a) RFERR(E)
Trade receivables (Continued) B SN IE ()
At December 31, 2024
2024412 4318
Gross
Expected carrying Loss
loss rate amount allowance
TEHIEEX ARMEBRE E IR R
% USD’000 USD’000
% FET FET
North Americans g
Current (not past due) BUER (R El) 0.01% 393,220 (32)
Less than 30 days past due BHASOR AT 0.29% 10,743 (31)
More than 31 days but less than BHAR A3 A B DR 1.75% 1,604 (28)
60 days past due 60K
More than 61 days but less than BERRIEG1 RED R 0.00% = =
90 days past due 90K
More than 90 days past due BHO0KR A 0.00% = =
405,567 (91)
At December 31, 2024
R2024F12A31H
Gross
Expected carrying Loss
loss rate amount allowance
T8 AR s 18 5 BRI 8 FE EtE R
% USD’000 USD’000
% TET TET
Europe oM
Current (not past due) BUER (R HR) 0.02% 39,048 (8)
Less than 30 days past due BHIB0ORIAT 0.03% 3,312 (1)
More than 31 days but less than BERRIE31T REDR 0.00% = =
60 days past due 60K
More than 61 days but less than EHAR A6 RE DR 5.49% 91 (5)
90 days past due 90K
More than 90 days past due EIHAQO R A E 8.19% 293 (24)
42,744 (38)
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NOTES TO THE FINANCIAL STATEMENTS
BT R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)
(UZETT [FT /T - BrIESEHES)

FINANCIAL RISK MANAGEMENT AND FAIR 33 HERREERESMIANAAEE

VALUES OF FINANCIAL INSTRUMENTS (#&)
(CONTINUED)
Credit risk (Continued) (a) RFEREE)
Trade receivables (Continued) E SN IE (&)
At December 31, 2024
2024512 4318
Gross
Expected carrying Loss
loss rate amount allowance
TR R R = AR RR BB
% USD'000 USD'000
% FE7 FEx
Rest of the world 5 H it &
Current (not past due) BNER (R Hl) 0.14% 27,767 (38)
Less than 30 days past due BHASOR AT 1.79% 1,063 (19)
More than 31 days but less than wHIERE31 A B DR 4.36% 527 (23)
60 days past due 60K
More than 61 days but less than BEARIEG 1 REDR 5.12% 918 (47)
90 days past due 90K
More than 90 days past due BHO0KR A 36.78% 3,589 (1,320)
33,864 (1,447)
Expected loss rates are based on actual loss FEHEEXREN BT EENERERKRE
experience over the past years. These rates are Yoo b Re Ve R DA fi B B R E P £
adjusted to reflect differences between economic 1 R RS B AR AT, B BT A T B AN A2 [ i pE
conditions during the period over which the historic W 2k T 78 HA4E HA O 48 I AR Y R B ) = B o

data has been collected, current conditions and the
Group’s view of economic conditions over the expected
lives of the receivables.
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33 FINANCIAL RISK MANAGEMENT AND FAIR 33 HERKREERSMIANAAEE

VALUES OF FINANCIAL INSTRUMENTS (%)
(CONTINUED)
(a) Credit risk (Continued) (a) RFERR(E)
Trade receivables (Continued) B SN IE ()
Movement in the loss allowance in respect of trade EAEZEKRFIENBERESSHOT :

receivables is as follows:

North
Americans Europe China Total
= BOM B et

USD’000 USD’000 USD’000 USD’000
FXn FEn FTEx FER

Balance at 1 January 2024 R2024F 1 A1 B 177 60 833 1,070
Impairment loss recognized BERBEEE 66 28 2,086 2,180
Amounts written off FEMEERE (152) (46) (1,441) (1,639)
during the year
Exchange adjustment PE 5 A - (4) (31) (35)
Balance at 31 December 2024 720244 12 431 BH 484 91 38 1,447 1,576
Balance at 1 January 2025 R20254% 1 A1 B/ &6 91 38 1,447 1,576
Impairment loss BERER (#E) REEE 27 108 (425) (290)
recognized/(reversed)
Amounts written off FEMHESTE - (21) (382) (403)
during the year
Exchange adjustment D 5 o # - 5 42 47
Balance at 31 December 2025 72202512 431 H 4 & 118 130 682 930
(b)  Liquidity risk (b) RENMERS
Individual operating entities within the Group are AEEETEICEEREESEHEE
responsible for their own cash management, including - pERCRBREHIRER AR EEE
the short-term investment of cash surpluses and the SERMBEER @ HERBLE —ERER
raising of loans to cover expected cash demands, EKRFRABISEHE AR ESTSHAE - XEH
subject to approval by the parent company’'s board MK RERERL RS E TR EHLEST
when the borrowings exceed certain predetermined BEEZHENERL  WERERZEEHNRSHE
levels of authority. The Group’s policy is to regularly BERRETESREEDN CHEEEE Um
monitor its liquidity requirements and its compliance CERHAERANRBESERK -

with lending covenants to ensure that it maintains
sufficient reserves of cash and adequate committed
lines of funding from major financial institutions to meet
its liquidity requirements in the short and longer term.

Chervon Holdings Limited Annual Report 2025



33
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NOTES TO THE FINANCIAL STATEMENTS

FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS
(CONTINUED)

Liquidity risk (Continued)

The following tables show the remaining contractual
maturities of the Group’s financial liabilities, which
are based on contractual undiscounted cash flows
(including interest payments computed using
contractual rates or, if floating, based on rates current
at the reporting date) and the earliest date the Group
can be required to pay:

BT R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)
(UZETT [FT /T - BrIESEHES)

33 HBEREERESMIANAAEE
(nE.)

(b) AREERERE ()

TREJAEESRABENHRTAOIEB
o BDERANABRARERE (BFER
BRMNEGFERMZF M ERFE - AR
HBERHNERNEFENTENR) LA
SEANFNEREN

At December 31, 2025

R2025%12A31R
More than ~ More than Carrying
Within 1 yearbut 2 years but amount at
1 year or on less than lessthan ~ More than December 31,
demand 2 years 5 years 5 years Total 2025
R2025%
1£R5 BE1E BiB2E 127318
BEX  BOW2E  EON5E 2855 &3t HREE
USD’ 000 USD’ 000 USD’000 USD’000 USD’000 USD’ 000
TER TR iR iR Tin Tin
Bank loans RITER 112,442 148,886 - - 261,328 254,856
Lease liabilities %ﬁ‘*’é f& 10,056 9,232 6,773 - 26,061 25,558
Trade and bills payables SENFERENER 222,899 - - - 202,899 222,899
Other payables and accruals HW NEREER 229,151 - - - 229,151 229,151
Refund liabilities from right of retun~ REVEFIBEHEE 6,502 - - - 6,502 6,502
581,050 158,118 6,773 - 745,94 738,966
Financial guarantees issued: B ABHER
Maximum amount guaranteed (Nofe 35) &EEREE (H/i#35) 22,052 - - - 22,052 22,052
Derivatives settled gross: ITETARERS:
Foreign currency forward and WMERHBR RSN
option contracts (Note 78) (Hrz18)
- outflow — i (788,646) - - - (788,646) -
- inflow - A 790,488 - - - 790,488 -

RIEZERAERAT —T-HFEFR
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33 FINANCIAL RISK MANAGEMENT AND FAIR 33 HERKREERSMIANAAEE

VALUES OF FINANCIAL INSTRUMENTS (#&)
(CONTINUED)
(b)  Liquidity risk (Continued) (b) REERER ()
At December 31, 2024
2024512318

More than More than Carrying
Within 1yearbut 2 years but amount at
1 year or on less than less than More than December 31,
demand 2 years 5 years 5 years Total 2024
o024
(£ AR AR 12A31H
BER EINE EINGE B0 3t HRE(E

USD'000  USD000  USD'000  USD'OOD  USD'0OD  USD'000
TEIL TEL TETL TEL TEL TEL

Bank loans RITEH 198,734 104,701 - - 303,435 295,554

Lease liabilities BEERE 5,521 4,009 4,491 919 14,940 13,924

Trade and bills payables BHENTERENRE 317,042 - - - 317,942 317,942

Other payables and accruals Eft R REER 196,600 - - - 196,600 196,600

Refund liabilities from right of retum~ REMEFIBRZ&E 23,680 - - - 23,680 23,680
142477 108,710 4,491 919 856,597 847,700

Financial guarantees issued: BHAMBER:

Maximum amount guaranteed (Nofe 35) ZEEREE (Hi35) 21562 = = = 21562 21,562

Derivatives settled gross: ITETARESS:

Foreign currency forward and option MRS REAEA Y

contracts (Nofe 16) (Hriz18)
- outflow — (508,628) - - - (508,628) -
- inflow -mA 508,647 - - - 508,647 -
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FINANCIAL RISK MANAGEMENT AND FAIR 33 B ¥EREERESHTIEANARER
VALUES OF FINANCIAL INSTRUMENTS (#&)
(CONTINUED)
Interest rate risk (c) A=EEE
The Group’s interest rate risk arises primarily from AEENMNEREREEREEHARKBAE
short-term and long-term borrowings. Borrowings issued o B FIE K B E F EBEROERS
at variable rates and at fixed rates expose the Group to SESHHERESRENEREREADEER
cash flow interest rate risk and fair value interest rate FERER - EIRE TN RS B RGN
risk respectively. The Group’s interest rate profile as RT() -
monitored by management is set out in (i) below:
(i) Interest rate profile (i) FIERER
The following table details the interest rate TREFMNIMEARASEEERERE
profile of the Group's total borrowings as at the B =R
end of the reporting period:
2025 2024
2025 20244
Effective Effective
Interest rate  Amount Interest rate Amount
BRA= kX0 =i KX
% USD’000 %  USD'000
% TEn % TEr
Fixed rate borrowings: EEFRER
Bank loans RITER 2.080% - 2.450% 122,791 1.980% -3.050% 157,963
Variable rate borrowings: FEAREN
Bank loans RITER 0.700% - 2.489% 132,065 0.700% - 5.200% 137,591
Total borrowings BB 254,856 295,554
Fixed rate borrowings as a B F = ARG AT 48% 53%

percentage of total borrowings ~ @BRBED I

(i) Sensitivity analysis

At December 31, 2025, it is estimated that a
general increase/decrease of 100 basis points
in interest rates, with all other variables held
constant, would have decreased/increased
the Group’s profit after taxation and retained
profits by approximately USD1,117,000 (2024:
increased/decreased the Group’s profit after
taxation and retained profits by approximately
USD1,165,000).

(ii) HEE ST

R2025F 12 A31H @ (At FI =&
EF TRE100EE S - TEATHE E A
BERFIENBRT AEEHRK
AR ERRBFERD 1IN
1,117,000 70 (2024 F : REBE R
BrBiia FIE RAR B AEL N A4
1,165,000 7T) °
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(c)

(d)

FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS
(CONTINUED)

Interest rate risk (Continued)
(ii) Sensitivity analysis (Continued)

The sensitivity analysis above indicates the
instantaneous change in the Group’s loss after
taxation (and retained profits) that would arise
assuming that the change in interest rates had
occurred at the end of each reporting period and
had been applied to floating rate non-derivative
instruments held by the Group, which expose the
Group to cash flow interest rate risk. The impact
on the Group’s loss after taxation (and retained
profits) is estimated as an annualized impact on
interest expense of such a change in interest
rates. Fixed rate financial instruments are
excluded for the above analysis. The analysis is
performed on the same basis as 2024.

Currency risk

The Group is exposed to currency risk primarily
through sales, purchase and borrowings which give
rise to receivables, payables, cash balances and bank
loans that are denominated in a currency other than
the functional currency of the operations to which the
transactions relate. The currencies giving rise to this
risk are primarily USD and EUR.

(i) Exposure to currency risk

The following table details the Group’s exposure
as at December 31, 2025 to currency risk
arising from the recognized assets or liabilities
denominated in a currency other than the
functional currency of the entity to which they
relate. For presentation purpose, the amounts of
exposure are shown in USD translated using the
spot rate of the end of each reporting period.
Differences resulting from the translation of the
financial statements of the Group's subsidiaries
with functional currency other than USD into the
Group’s presentation currency are excluded.
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(d)
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(d)

FINANCIAL RISK MANAGEMENT AND FAIR 33
VALUES OF FINANCIAL

NOTES TO THE FINANCIAL STATEMENTS

(CONTINUED)

Currency risk (Continued)

(i)

Exposure to currency risk (Continued)

As the HKD is pegged to the USD, the Group
considers the risk of movements in exchange

INSTRUMENTS

BT R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)

(&)

(d) ERERE)

CESHES AL = E L))

BHEEABREEREMTIANAREE

(i) EMm ik O (&)

rates between the HKD and the USD to be

BB EE T - NREERRE
TTEEXTZHHEXZBREBR A

insignificant.
As at December 31,
R12H31H
2025 2024
2025% 2024%F
USD’ 000 USD’000
FET FEx
usD ESa
Cash and cash equivalents ReRIBEEEY 14,799 20,339
Trade and bills receivables 2 5 I WGRIA K e R 15 282,455 358,915
Trade and bills payables B SN FIEREN R (8,836) (10,700)
Gross exposure arising from recognized BEREENEBEAMMO 288,418 368,554
assets and liabilities wem
Notional amounts of forward exchange BTSRRI BRIMNE & 4 (238,195) (211,250)
contracts and foreign currency option RONEHEE NN AR R
contracts used as economic hedges
Net exposure arising from recognized EEREERBEELENMA 50,223 157,304
assets and liabilities FER
EUR BT
Cash and cash equivalents RERREFEY 10,833 2,156
Trade and bills receivables B S5 EMGRIE R RN R 124,916 70,589
Bank loans |ITERK (32,807) (29,314)
Trade and bills payables B RNFIBRENEE (49,541) (9,460)
Gross exposure arising from recognized BREREENABELNM O 53,401 33,971
assets and liabilities wEa
Notional amounts of forward exchange FER S AR BROMNE & 4 (57,412) (40,935)
contracts and foreign currency option RONEERES AR B R ST
contracts used as economic hedges
Net exposure arising from recognized ERREERBBEEMMO (4,011) (6,964)
assets and liabilities e

SEERERAT —T- REER —@—
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5 HRR MR

(Expressed in US dollar (“USD”) unless otherwise indicated)
(ST [FT /T - BrIESEHES)

33 FINANCIAL RISK MANAGEMENT AND FAIR 33

BREREEREMTANAAEE

VALUES OF FINANCIAL INSTRUMENTS (%)
(CONTINUED)
(d) Currency risk (Continued) (d) E¥EEE)
(i) Sensitivity analysis (i) BEEESIT
The following table indicates the instantaneous TRETMASRERRERARTAR
change in the Group’s profit after taxation (and K JR B2 ) FINE BEE 3R A 5% B I IR 24 &
retained profits) that would arise if foreign B AEEMBRBEFE (RRBF
exchange rates to which the Group has H) ;BN Z B (RERFTA H b Ak
significant exposure at the end of the reporting BERFTE) o
period had changed at that date, assuming all
other risk variables remained constant.
2025 2024
2025 20244
Increase/ Effect Increase/ Effect
(decrease) on profit (decrease) on profit
in foreign  after taxation in foreign after taxation
exchange and retained exchange and retained
rates profits rates profits
SNEEZLH HBRHERBR SNEER FH HERBREMER
/(THK) REABNY /(%) REFBNZZ
% UsD’ 000 % USD'000
% Txn % TEx
usD e 1% 472 1% 1,341
(1%) (472) (1%) (1,341)
EUR BT 1% (26) 1% (51)
(1%) 26 (1%) 51

Results of the analysis as presented in the
above table represent an aggregation of the
instantaneous effects on each of the Group
subsidiaries’ loss after tax and equity measured
in the respective functional currencies,
translated into USD at the exchange rate
ruling at the end of the reporting period for
presentation purpose.
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(d)

(e)

NOTES TO THE FINANCIAL STATEMENTS

FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS
(CONTINUED)

Currency risk (Continued)
(ii) Sensitivity analysis (Continued)

The sensitivity analysis assumes that the change
in foreign exchange rates had been applied
to re-measure those financial instruments
held by the Group which expose the Group
to foreign currency risk as at December 31,
2025, including inter-company payables
and receivables within the Group which are
denominated in a currency other than the
functional currencies of the lender or the
borrower. The analysis excludes differences that
would result from the translation of the financial
statements of entities whose functional currency
is not USD. The analysis is performed on the
same basis for the years ended December 31,
2025.

Fair value measurement
Fair value hierarchy

The following table presents the fair value of the
Group’s financial instruments measured at the
end of each reporting period on a recurring basis,
categorized into the three-level fair value hierarchy as
defined in HKFRS 183, Fair value measurement. The
level into which a fair value measurement is classified
is determined with reference to the observability
and significance of the inputs used in the valuation
technique as follows:

- Level 1 valuations: Fair value measured using
only Level 1 inputs i.e. unadjusted quoted prices
in active markets for identical assets or liabilities
at the measurement date;

- Level 2 valuations: Fair value measured using
Level 2 inputs i.e. observable inputs which
fail to meet Level 1, and not using significant
unobservable inputs. Unobservable inputs are
inputs for which market data are not available;

- Level 3 valuations: Fair value measured using
significant unobservable inputs.

BT R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)
(UZETT [FT /T - BrIESEHES)

33 HH¥EREERERTIANAAEE
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(£ AREER20259F12 531 HE
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BREREEBEERWIEETHE
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AAEEE
RANEEER
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NOTES TO THE FINANCIAL STATEMENTS
B HS R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)
(ST [FT /T - BrIESEHES)

33 FINANCIAL RISK MANAGEMENT AND FAIR 33 HERKREERSMIANAAEE
VALUES OF FINANCIAL INSTRUMENTS (%)
(CONTINUED)

(e)  Fair value measurement (Continued) (e) AREEEGE)
Fair value hierarchy (Continued) RABEER (F)
Analysis on fair value measurement of derivative PESMIANAABEAESNAT ¢

financial instruments are as follows:

Fair value at
December 31,
2025 Fair value measurement at
2025%  December 31, 2025 categorized into
12A31H 72025612831 H
HWAREE WA REESERA
USD’000 Level 1 Level 2 Level 3
SFESTE F1RK F28R EI
Recurring fair value measurement REMAAEETE
Financial assets at FVPL UAREETFERH
BETAEHER
HWERMEE
— Insurance product — REREMR 6,778 - - 6,778
Derivative financial instruments fTESMIA
Assets: BE:
- Foreign currency forward contracts — N RER A H 3,585 - 3,585 =
— Foreign exchange swap contracts —INEEREHEH 460 - 460 -
Liabilities: afE:
— Foreign currency forward contracts — INEIRERE K (163) - (163) -
- Foreign currency option contracts — SN RS 1) (215) = (215) -
-~ Foreign exchange swap contracts — SNERHIE 4T (1,825) - (1,825) -
Trade receivables g 5 e FE 4,064 = = 4,064
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(e)

NOTES TO THE FINANCIAL STATEMENTS
BT R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)
(UZETT [FT /T - BrIESEHES)

FINANCIAL RISK MANAGEMENT AND FAIR 33 HERREERESMIANAAEE
VALUES OF FINANCIAL INSTRUMENTS (%)
(CONTINUED)

Fair value measurement (Continued) (e) 2AREEFE(E)
Fair value hierarchy (Continued) AREEER ()
Fair value at
December 31,
2024 Fair value measurement at
120244  December 31, 2024 categorized into
12H31H 202412 A31H
HWAREE NRAAEBETERA
UsSD’000 Level 1 Level 2 Level 3
FET ERE F28 F3R
Recurring fair value measurement REMHAREETE
Financial assets at FVPL DAREEFEER
BETTAEHER
HeEmEE
— Insurance product —RBEM 6,586 - - 6,586
Derivative financial instruments fTEemI A
Assets: BE
— Foreign currency forward contracts — INEIRERE K 1,842 = 1,842 -
— Foreign currency option contracts — INEERRE S 40 366 - 366 =
- Foreign exchange swap contracts — IMNEEEE L 4,203 = 4,203 -
Liabilities: =F=
— Foreign currency forward contracts — INEIREAIEH) (4,670) = (4,670) -
— Foreign currency option contracts — INEERRE S Y (20) - (20) =
- Foreign exchange swap contracts — INEREIE L (1,702) = (1,702) =
Trade receivables g 5 EWRIE 4,738 - - 4,738

During the years ended December 31, 2025 and 2024,
there were no transfers, or transfers into or out of Level
3. The Group's policy is to recognize transfers between

HZE2025F 2024512 A31HILFE ©
M MER - NEEANELFEIR -
REBMOBR AR ENREBHRERAD
REEBHR 2 ENER -

levels of fair value hierarchy as at the end of the
reporting period in which they occur.

F2RAREBEFEFEANGEERMEE
ABIE

Valuation techniques and inputs used in Level 2 fair
value measurements

SEERERAT —T- REER —@—
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5 HRR MR

(Expressed in US dollar (“USD”) unless otherwise indicated)
(ST [FT /T - BrIESEHES)

33 FINANCIAL RISK MANAGEMENT AND FAIR 33
VALUES OF FINANCIAL INSTRUMENTS
(CONTINUED)

(e) Fair value measurement (Continued) (e)
Fair value hierarchy (Continued)

The fair value of forward exchange contracts in Level
2 is determined by discounting the difference between
the contractual forward price and the current forward
price. The discount rate used is derived from the
relevant government yield curve as at the end of the
reporting period plus an adequate constant credit
spread.

The fair value of foreign exchange swaps is the
estimated amount that the Group would receive or pay
to transfer the swap at the end of the reporting period,
taking into account current interest rates and the
current creditworthiness of the swap counterparties.

The fair value of foreign currency option contracts
is determined based on the quoted prices as at the
reporting period end for identical or similar contracts of
the banks in markets that are not active.

Information about Level 3 fair value measurements

BEEREERESMIANAAEE

(&)

FoREHINERNNDABETBBTE
BHEREREBMEMER CHNZHE
TE o FT{E A AOREIR R TR IR & HIR #4868
BFRSEXRHEZNARRENEREER
4o

SMNERHBNAARBEAAREEHNREHR
B RS MM AR AN ER - EP
SHRBTHERRIEHEF T EANGEE -

SNERB AN AR EBEEDRBERE BRI
ERWSRRTHERIBUSHNREE

.
TE °

EREIRAREEGROER

Significant
Valuation techniques unobservable inputs
fRERM ERTAEHEG ABIE
Insurance product Cash value (Note (i) Expected return rate
R E m WeBE (Ht) TE B [E1 77 3
Trade receivables Discounted cash flow (Note (ii)) Expected return rate
2 5 EWGRIE BRIRIB e E (M7 (i) T8 B [E] 77 3
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(e)

NOTES TO THE FINANCIAL STATEMENTS

FINANCIAL RISK MANAGEMENT AND FAIR 33

VALUES OF FINANCIAL

INSTRUMENTS

(CONTINUED)

Fair value measurement (Continued)

Fair value hierarchy (Continued)

Notes:

(i)

(if)

The fair value of insurance product is the cash
value that can be recovered from insurance
company. The fair value measurement is positively
correlated to expected return rate. As at December
31, 2025, it is estimated that with all other variables
held constant, an increase/decrease in fair value
of insurance product by 5% would have increased/
decreased the Group’s profit after taxation and
retained profits for the year by USD283,000 (2024:
decreased/increased the Group’s loss after taxation
and retained profits for the year by USD275,000).

The fair value of trade receivables is calculated by
discounting the expected future cash flows. The
fair value measurement is positively correlated to
expected return rate. As at December 31, 2025,
it is estimated that with all other variables held
constant, an increase/decrease in fair value of
trade receivables by 5% would have increased/
decreased the Group’s profit after taxation and
retained profits for the year by USD170,000 (2024:
decreased/increased the Group’s loss after taxation
and retained profits for the year by USD198,000).

(e)

BT R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)
(UZETT [FT /T - BrIESEHES)

BHEEABREEREMTIANAREE

(&)

(i) RBREMMRAEEAST AKRRER AR
WEMRESEE -  AAEEFT=HEHELS
[ 3R = [F4ERE - 702025412 8318 -
B EMBREMEETENBRT @ R
BEMRNABELM,WP5% &
SERFERBRT R AE RIR B FE L
. m4>283,0003 T (2024 4F : A&
B B F Bk BB E RRE R B G R
b/ 1#810275,000ETT) o

(ii) BSRBFENAAEBEEBIIRES
KFBEREFFESRE - AREEE
EETE BR[O ¥R FAHRE - 120254 12 A
318 FAEMEHEMEETENE
AT BSRRFIEN A EBERN,
WAE% + AEBHFRBREEFER
RB B B 170,000% 7T
(2024%F : AEBENFEARTILEER
REBFEER L #h1198,000%7T) °
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B HS R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)
(ST [FT /T - BrIESEHES)

33

(e)

FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS
(CONTINUED)

Fair value measurement (Continued)
Fair value hierarchy (Continued)

The following table shows a reconciliation from the
beginning balances to the ending balances for fair
value measurement for financial assets at FVPL in Level
3 of the fair value hierarchy:

33

(e)

BREREEREMTANAAEE
(&)

TRETAABEEREIRTARABE
FAERHEZFHFARHBRENEREEND
ABEFTEMN VSRR IREREHER

Financial assets

at FVPL
DAREETER
He et AEH
BRENEREE
USD’000
FEx
As at January 1, 2024 20241 H1H 6,393
Net realized and unrealized losses on LARBEFEBHEEEHT AR 515
financial assets at FVPL HERIEERND SR R ARSI EIS
FRE
Purchases BE 115,925
Sales and settlements HE REE (116,247)
As at December 31, 2024 and January 1, 2025 72024412 431 H & 202541 H1H 6,586
Net realized and unrealized losses on NARBEEBEZEH AEIER 2,090
financial assets at FVPL WEREEERNC SR R AREREEF
4]
Purchases BE 1,187,638
Sales and settlements HEREE (1,189,536)
As at December 31, 2025 7202512 H31H 6,778

Trade receivables carried at FVOCI are not materially
different from their values as at December 31, 2024 and

2025.

sHERRE

R2024 5 202512 A318 * LAREBE
FFAEMETKEANE S E K

FIREHE HBEIEEAESR

All financial instruments carried at cost or amortized
cost are at amounts not materially different from their
values as at December 31, 2024 and 2025.
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NOTES TO THE FINANCIAL STATEMENTS
BT R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)
(UZETT [FT /T - BrIESEHES)

CAPITAL COMMITMENTS 34 EAXREE
Capital commitments outstanding at December 31, MN20255 12 A31 B4R E B 15 3R R TR
2025 not provided for in the consolidated financial BERRBITERERENT :

statements were as follows:

As at December 31,

M12H31H
2025 2024
20254 20244
USD’ 000 USD’000
FEx FET
Contracted for EHES 9,360 28,290
Authorised but not contracted for EEREERTN 13,111 35,408
22,471 63,698

Represented by: ¥

Construction of plant and buildings ERME RET 21,577 62,540
Acquisition of machinery and equipment BB EH#2S K &/ 894 1,158
22,471 63,698
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NOTES TO THE FINANCIAL STATEMENTS

5 HRR MR

(Expressed in US dollar (“USD”) unless otherwise indicated)

(CESHES AL = = E L))

35 CONTINGENT LIABILITIES 35

Guarantee to customers

Guarantees were given by certain subsidiaries in the
Group to financial institutions in the PRC for certain
indebtedness of independent third-party customers of
the Group. The maximum exposures to the Group are

limited to the facilities granted to individual customer.

Details of guarantee to customers are set out below:

FREE

EE&FFRENER

AEBETHBRARARAEEBLE=TT%
FOETEBATESBEEREEER - A
& B B AR R RN T @ 52 P e s
B o MEPRENERFBERIINOT

2025 2024
2025 20244
Maximum Maximum

guarantee Guarantee guarantee Guarantee
amount issued amount issued
BaERERE EHEER SaERSE B A ER
uUsD’000 uUsD’000 USD’000 USD’000
FER FTER FEx FET
Bank A RITA 7,825 810 7,651 2,309
Bank B $R17B 14,227 1,122 13,911 5,818
22,052 1,932 21,562 8,127
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NOTES TO THE FINANCIAL STATEMENTS

ACQUISITION OF A SUBSIDIARY

BT R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)
(UZETT [FT /T - BrIESEHES)

36 WE-—FEHEAR

On October 6, 2025, EGO Europe GmbH., the Group’s R2025F10A6H ' AEBEMNEZERBA
wholly owned subsidiary, entered into a share purchase AJEGO Europe GmbH.3I3Z &5 EE E 1
agreement to acquire 100% equity interest in Stierman % MBS = WEEStierman De Leeuw
De Leeuw B.V. from a third party. The transaction B.V.#I100% X # - 22 5120255 10 A 29
completed on October 29, 2025 with cash consideration A5Em - R&RE A5 103,000t (FHE
of EUR5,103,000 (USD equivalent 5,913,000) and 75,913,000%7T) * Bt + Stierman De
Stierman De Leeuw B.V. became a subsidiary of the Leeuw B.V.JX AAEBHHE AR ©

Group since then.

The following summarizes the recognised amounts TR U B BT B B E R P AE A
of assets acquired and liabilities assumed at the BERNEERSH

acquisition date.

Fair value on

acquisition

KRN AREE

USD’000

FEx

Property, plant and equipment M - WE RFE 92

Intangible assets B EE 3,215

Inventories FE 2,491

Trade and other receivables B 5 & H h pE IR 980

Cash e 79

Trade and other payables B 5 & HAth fE T 518 (1,318)

Deferred tax liabilities BEERIEEE (829)

Total identifiable net assets acquired IR R AT B Bl & BV E 4R RR 4,710
Goodwill arising from the acquisition has been RWESEEANEERD FREZWNT

recognized as follow.

USD’000

FTEx

Consideration transferred EEAE 5,913

Fair value of identifiable net assets Al#REEFENARER (4,710)

Goodwil 7 1,203
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NOTES TO THE FINANCIAL STATEMENTS

5 HRR MR

(Expressed in US dollar (“USD”) unless otherwise indicated)
(ST [FT /T - BrIESEHES)

36 ACQUISITION OF A SUBSIDIARY 36

(CONTINUED)

Net cash outflow arising from the above acquisition is
as follows:

WiE—EHREAR (&)

R E AR R R T

USD’000

FER

Consideration paid in cash during the year FRUREEZMHRE 5,913
Less: cash acquired B BRIEIR S (79)
5,834

The fair value of net identifiable assets of Stierman
De Leeuw B.V. is determined by the directors of the
Company with reference to the valuation performed by
independent valuation firm on the acquisition date.

From the date of acquisition to December 31, 2025,
Stierman De Leeuw B.V. contributed revenue of
USD1,612,000 and loss for the period of USD30,000
(including amortization of identified intangible assets).

The consolidated revenue and net profit of the Group
for the year ended December 31, 2025 would have
been USD1,636,578,000 and USD101,980,000,
respectively had the acquisition been completed as at
January 1, 2025.
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Stierman De Leeuw B.V.f A3 RI & E /S E
HARBEIHARAREEZ2EBYHER
BIRUEE A EETTRMERSE -

B U BB E 202512 A31 8 + Stierman
De Leeuw B.V.EEKUNAA1,612,000%
70 B ETE 530,000 7T (B IR # Bl £
EE#H) -

WU BN 202551 A1H K @ AEEHE
2025 12 A31 H IEFE R 4RE A K 4EF
#5 Bl &1,636,578,0003 7t 12 101,980,000
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(a)

NOTES TO THE FINANCIAL STATEMENTS

MATERIAL RELATED PARTY 37
TRANSACTIONS

Key management personnel remuneration (a)

Remuneration for key management personnel of the
Group, including amounts paid to the Company’s
directors as disclosed in Note 8 and certain of the
highest paid employees as disclosed in Note 9, is as
follows:

BT R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)
(UZETT [FT /T - BrIESEHES)

EXREBARS

BREE ASHHM

REBEBAREEASHFHN (BEENERAE
EEMRE(FEKERNGES) REMNET
= H e 8 B8 (B BHREE RHTEE9))
™

Year ended December 31,
BZ12A31HILEEE

2025 2024

2025 20244

USD’ 000 USD’000

FEx FET

Short-term employee benefits R EE B R T 4,124 4,707

Contributions to defined contribution AER-FCRIRGT B 156 177
retirement plans

4,280 4,884

Total remuneration is included in “staff costs” (see Note
6(b)).

B ATEIRA | (RKIEE6(b)) °
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NOTES TO THE FINANCIAL STATEMENTS
B HS R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)
(ST [FT /T - BrIESEHES)

37

(b)

Chervon Holdings Limited Annual Report 2025

MATERIAL RELATED PARTY 37
TRANSACTIONS (CONTINUED)

Names and relationships of the related parties (b)
that had other material transactions with the

Group

Name of related party

BBALE 28

EXBBLIXS ()

BEAEEEHMEARZNBEBR NG

&/ EBREAR
Relationship
B

Mr. Pan Longquan

BRERLE

Ms. Zhang Tong

ERi 2 G

Mr. Ke Zugian

T T4

Chervon (China) Investment (Note)
RIE (RE)RE (H:t)

Chervon Auto Precision Technology (Note)

RENERERM (i)

Chervon Precision Technology

Ultimate controlling shareholder of the Group

AE B RAEERRR

Director of the Group

AEEESR

Director of the Group

AEEES

Controlled by the ultimate controlling shareholder of the Group

F R B ) S A R AR PR SR

Associate of the Group/Controlled by the ultimate controlling shareholder
of the Group

AREOHEAR/ BAEENREERRRZH

Controlled by the ultimate controlling shareholder of the Group

RGBT F N R (B ) e AR P AR R SR
Note: W -

Upon the disposal of Chervon (China) Investment
completed on 25 June, 2025 (see Note 22(f)), Chervon
(China) Investment became the entity controlled by the
ultimate controlling shareholder of the Group and Chervon
Auto Precision Technology changed from associate of the

RIE (FRE) A R20254%6 A25 HER &%
(2B sE22(f) « RI& (PE) AR BHAAE
EREERRFEFNER  MRBSEBE
RITHAEBHNBENRET SANEERR
AR B BRI ) B RS o

Group to the entity controlled by the ultimate controlling

shareholder of the Group.
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(c)

NOTES TO THE FINANCIAL STATEMENTS

MATERIAL RELATED PARTY 37

TRANSACTIONS (CONTINUED)

Other significant related party transactions (c)

The Group had following transactions with related

parties:

BT R M ot

(Expressed in US dollar (“USD”) unless otherwise indicated)

CESHES AL = E L))

EXBBAIXS ()

HtEXBEBLEXS
AEBEBBTETTATRS ¢

Year ended December 31,
BZ12A31HILLEE

2025 2024
20254 2024%F
uUSD’000 USD’000
F=75 FEr
Sales of goods and service HEEY R R
Chervon Auto Precision Technology IR T B RE R RN 17 2
Rental income HEWam
Chervon (China) Investment RIE(RE)KE 2 =
Chervon Auto Precision Technology SRUE T E RS R RN 362 363
364 363
Year ended December 31,
BZ12B31HLEE
2025 2024
2025%F 20244
USD’ 000 USD’000
FEx T
Payments made on behalf of a X REAM 77 1 H R
related party
Chervon Auto Precision Technology R T il 1,039 1,348
Receivables made on behalf of a R EAM 5 1E H A E W R IE
related party
Chervon Auto Precision Technology R B il 47 271
Disposal of a subsidiary to HE—BNBEART
Chervon Precision Technology R IE RS E A 79,533 =

SEERERAT —T- REER
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(d)

(e)

(f)

MATERIAL RELATED PARTY
TRANSACTIONS (CONTINUED)

Significant related party balances

The Group had following trade in nature balances with
related parties:

37

(d)

EXBBLIXS ()

E KRBT &R
REEBEH AT B R BEEE 5 A5 -

As at December 31,

M12H31H
2025 2024
20254 20244
uUSD’000 USD’000
F=75 FEx

Prepayments, deposits and other EARE RIS REMEWRIE
receivables

Chervon Auto Precision Technology RIE T BB 142 111

Guarantees issued by related parties

At December 31, 2025, certain bank loan of the Group,
amounted to USD158,633,000, were guaranteed by
Chervon (China) Investment and pledged with the
equity interest of Chervon Auto Precision Technology
held by Chervon (China) Investment (2024:
USD213,801,000).

Applicability of the Listing Rules relating to
connected transactions

The related party transactions with Chervon Auto
Precision Technology, Chervon Precision Technology
and Chervon (China) Investment above constitute
connected transactions or continuing connected
transactions as defined in Chapter 14A of the Listing
Rules. However those transactions are exempt from the
disclosure requirements in Chapter 14A of the Listing
Rules as they are below the de minimis threshold under
Rule 14A.76(1) or they are sharing of administrative
services under Rule 14A.98.

Chervon Holdings Limited Annual Report 2025
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U]

B H AR

1202512 A31H + A% & &£0158,633,000
ETHETIRITEREHARE (FE)KE
RHER  WARE (FBR)EEFEHR
B TE R MAREETER (20245 -
213,801,000 7T) °

HEERZERN LTRAEAY

ENHRERERREN - RIERBE R
RIE(FE)IREMBEE RS ERBE L
MARBE4AZEFERZNBAER k5B
HERH oA ZERFHERRETEM
MEIFE1AAZNEBERTE - TEREERSE
14A.76(MIEBE TH X ERBEXEERES
14A 9815 L Z1TEUARTS ©
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COMPANY-LEVEL STATEMENT OF 38 AQrEENMBRIE
FINANCIAL POSITION

As at December 31,

W12H31H
2025 2024
20254 20244
Note USD’000 USD’000
k23 FE5x FET
Non-current assets FRBEE
Interests in subsidiaries N NGILE o 16 836,999 635,538
Loans to subsidiaries HHBARRNER - 13,128
836,999 648,666
Current assets REEE
Prepayments, deposits and TEFIE - (RBS REMER 21 - 118,050
other receivables I8
Cash and cash equivalents HekBEeZEEBY 1,678 2,035
1,678 120,085
Current liability REIAE
Other payables and accruals H e RIE R ERTE A 26 4,343 6,439
_________________________________________________________________________________________ 4343 6439
Net current (liabilities)/assets RE (BB EETFE (2,665) 113,646
Total assets less current liabilities EEZAERRBERE 834,334 762,312
NET ASSETS EEFE 834,334 762,312
CAPITAL AND RESERVES BEAR G
Share capital f& s 32 601,859 601,859
Reserves G 32 232,475 160,453
TOTAL EQUITY R 834,334 762,312
Approved and authorised for issue by the board of ER2026F3 A25 R REE S HERKET
directors on March 25, 2026. B o
Pan Longquan
ERER
Directors
o
Zhang Tong
wY
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40

41

NON-ADJUSTING EVENTS AFTER THE
REPORTING PERIOD

After the end of the reporting period the directors
proposed a final dividend. Further details are disclosed
in Note 32(b).

IMMEDIATE AND ULTIMATE CONTROLLING
PARTY

At December 31, 2025, the Directors of the Company
consider the immediate parent of the Group is
Panmercy Holdings Limited, a company incorporated
in Hong Kong. This entity does not produce financial
statements available for public use.

The ultimate controlling party of the Group is Mr. Pan
Longquan, Chairman of the Group.

POSSIBLE IMPACT OF AMENDMENTS,
NEW STANDARDS AND INTERPRETATIONS
ISSUED BUT NOT YET EFFECTIVE FOR
YEAR ENDED DECEMBER 31, 2025

Up to the date of issue of these financial statements,
the HKICPA has issued a number of new or amended
standards, which are not yet effective for the year
ended December 31, 2025 and which have not
been adopted in these financial statements. These
developments include the following which may be
relevant to the Group.

Chervon Holdings Limited Annual Report 2025

39

40

41

BEHRNIERARSE

REERE  BEERBJRERERS - &
Z B REE32(b) °

HEERGRRERS

R2025%412H31H @ ARAREERAE * A
EENEEG R ARBIERERAR &
ARIR BB ML o % E B2 & 47 & ] 4
NEBEANTEREK ©

AEENRREF T AAEEESERERR
SEAE o

BZE2025F12A31 B L FECHEM
B RERNIET - HEARZEMN
MHERE

EEZEUNBHREREHBEH  FEHSEMA
SR T R RS ETAER] - Z S AER]
NMSIETEBNE E 2025612 A31 B IL4F
FE AR ERE W ERZ SN RE P ER
o EeiEnse B AEBEBAMNATEE -
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POSSIBLE IMPACT OF AMENDMENTS, 41 & Z2025F12A31ALFECHEM

NEW STANDARDS AND INTERPRETATIONS B RERPIERT - FEARZEN
ISSUED BUT NOT YET EFFECTIVE FOR AR & (4F)

YEAR ENDED DECEMBER 31, 2025
(CONTINUED)
Effective for

accounting periods
beginning on or after

RELT BHig 2%
RSB LN
Amendments to HKFRS 9, Financial instruments and HKFRS 7, Financial January 1, 2026
instruments: disclosures — Contracts referencing nature-dependent electricity
BBV BMELNEIR 2B 2 TARBBUBRERETS - 20261 A 1H
THTA %5 — SREEEREREEE T RE A
Amendments to HKFRS 9, Financial instruments and HKFRS 7, Financial January 1, 2026

instruments. disclosures — Amendments to the classification and
measurement of financial instruments

BAMBGHRELAFEIR 2ER] M TARBBUBHREEETR 2026%F1A1H
THTH: #E — @ T A EFGTEZIEET

Annual improvements to HKFRS Accounting Standards — Volume 11 January 1, 2026
BEMBRELEN AL FEUE - F 115 202651 A1H
HKFRS 18, Presentation and disclosure in financial statements January 1, 2027
BBV ELRNE8 - HHHEHZIRIFE 2027F1A1H
HKFRS 19, Subsidiaries without public accountability: disclosures January 1, 2027
BEBVIERELERNENR - TALIRMEEAINE LA - HE 202741 A1 A
Amendments to HKAS 21, Translation to a hyperinflationary presentation currency January 1, 2027
BB GtEAE 2R 2ER]  BERZMBERIRZSIEE 2027F1 A1 H
Amendments to HKFRS 10 and HKAS 28, Sale or contribution of assets To be determined
between an investor and its associate or joint venture
BAMBGHEERFE105: REBSGHERFB 28R 2 185] - KEZHARE N Al E & FEX

PRZEEEL EXTE

The Group is in the process of making an assessment REER EENEZSERBERVIBER
of what the impact of these developments is expected HENTE - 25 AEBERBREMNZSE
to be in the period of initial application. So far it has 7] » ZRIRBZRET A EHIRE P BHREK
concluded that the adoption of them is unlikely to ERERFE - A TRTaERRIN

have a significant impact on the consolidated financial
statements except for the following:

SEERERAT —T- REER —@—
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41

POSSIBLE IMPACT OF AMENDMENTS,
NEW STANDARDS AND INTERPRETATIONS
ISSUED BUT NOT YET EFFECTIVE FOR
YEAR ENDED DECEMBER 31, 2025
(CONTINUED)

HKFRS 18, Presentation and disclosure in
financial statements

HKFRS 18 will replace HKAS 1 Presentation of financial
statements and aims to improve the transparency and
comparability of information about an entity’s financial
statements. HKFRS 18 is effective for annual reporting
periods beginning on or after January 1, 2027 and is to
be applied retrospectively.

Among other changes, under HKFRS 18, entities are
required to classify all income and expenses into five
categories in the statement of profit or loss, namely
the operating,
operations and income tax categories. Entities are

investing, financing, discontinued
also required to provide specific disclosures about
management-defined performance measures in a single
note in the financial statements.

The Group does not plan to early adopt HKFRS 18 and
is still in the process of assessing the impact of the
adoption.

—@— Chervon Holdings Limited Annual Report 2025
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BZE2025512H831HILFEECEM
BiERERPIERT - FHEARZEN

AREE (&)
BERMBEMELAE18S - BBHERH2
IR E

BEMEHRELEAFE1SHEMAR B A
A1 R ERNES Y EERSES
B RAR S SMEREMA L - BAEME

EHBFE 18R L N 20271 A1BSH 2%
PR RS BRI AR - WEBWIER -

BREMBHIN  REFTEHBEHREELF 18
?Jﬁ - BERAEERRT A REMAE

DEDERR - BEE - KE  BE B2
LERERFAEN - BERNFEEZEMHHRERN
BEENETABREAHEEETENEN
IR

AEBETFERMEABE BV HREERE
185k - BRIDERMHERAZE -
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