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Dear Shareholders,

| am pleased to present to our shareholders the annual report of
China Pipe Group Limited (the “Company”) and its subsidiaries
(collectively the “Group”) for the year ended 31 December 2025.

FINANCIAL RESULTS

The Group’s revenue of about HK$645.4 million for the year
ended 31 December 2025 (2024: HK$783.5 million), representing
a decrease of 17.6% as compared to last year. The gross
profit margin was approximately 30.3% for the year ended 31
December 2025 (2024: 31.5%). The profit attributable to equity
shareholders of the Company was HK$56.0 million for the year
under review (2024: HK$87.2 million), representing a decrease of
approximately 35.8% over last year. Basic earnings per share was
HK4.20 cents (2024: HK6.55 cents).

FINAL DIVIDEND

The Board of Directors of the Company does not recommend a
final dividend for the year ended 31 December 2025 (2024: Nil).

BUSINESS REVIEW

The Group recorded a revenue of HK$645.4 million in 2025,
compared with HK$783.5 million in 2024, representing a decrease
of 17.6% over last year. During the year, the downward trend in
revenue mainly stemmed from the completion of pipe and fitting
supply contracts for multiple large-scale infrastructure projects
which were the key pillar of 2024’s exceptional performance.
In addition, the persistent slowdown in the private construction
sector in 2025 also muted the demand of pipes and fittings.

Against the backdrop of the above factors in 2025, although our
revenue decreased, we still recorded satisfactory results. Public
sector demand remained stable, supported by the Hong Kong
Government’s ongoing developments like the Northern Metropolis
and light public housing. The weak private construction sector
intensified the competition in the public sector squeezing profit
margins.
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Chairman’s Statement
EN T80

In 2025, we saw the recovery of Hong Kong property market but
the private construction sector remained weak. We will continue
to focus on supplying our core products at competitive prices. The
Group retained a robust business foundation, with a pipeline of
large-scale projects in its order book that underpins stable revenue
visibility for the coming year.

In an ever changing market, we remained stay at the forefront
of meeting the demands of various pipes and fittings. With the
increasing use of stainless pipes and polyethylene pipes and
fittings, we will proactive to expand our product portfolio and
continue to meet the needs of the market. To maintain our
competitive edge, we will continue to provide high quality and
cost effective pipes and fittings to our customers.

FUTURE PROSPECTS

Looking ahead, the Group will capitalize on its comprehensive
range of products and product strengths to navigate prevailing
market headwinds and capitalize on growth opportunities in the
public construction sector. We will maintain a cautious approach
to our core business.

While short-term challenges persisted, such as the private
construction sector has not fully recovered and cost inflation,
long-term prospects remain positive. Driven by the Hong Kong
Government’s ongoing investment in infrastructure projects in the
Northern Metropolis, we are optimistic about the opportunities
that lie ahead.
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APPRECIATION

In closing, we thank our shareholders, customers, suppliers
and banks for their continuous support and confidence in the
Group. | would also like to thank our directors, management
team and employees for their commendable efforts and valuable
contribution to the Group over the years.

Lai Fulin
Chairman

Hong Kong, 27 March 2026
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Mission And Strategy
ol i B2 SR s

The business of the Group was commenced in 1949 as a pipe’s
retail shop. Now the Group has developed into a sizeable
company and become a listed company in the main board of The
Stock Exchange of Hong Kong Limited on 21 December 2000. We
root in Hong Kong 76 years and are the mainstay of the industry.

The principal business of the Group is the importing and selling
of a comprehensive range of pipes, fittings and other related
accessories of different materials, applications and brand names in
Hong Kong by Bun Kee (International) Limited (“Bun Kee"). Sales
of the Group’s products are conducted either by wholesale or
retail sale. We offered quality goods storage and logistic services
for local main contractors and landlords. Throughout the years,
the Group has supplied quality piping materials to many landmark
projects in Hong Kong, Macau and Chinese Mainland.

The mission of the Group is to provide high quality products to
the customers and serve with value-added and excellent customer
services.

In attaining the above, we provide “one-stop-shop”platform that
provides high quality and a variety of pipes and fittings that readily
available to our customers in ways that meet their needs and
exceed their expectations.

Whenever you think pipes and fittings, think Bun Kee.
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Management Discussion And Analysis

BUSINESS OVERVIEW AND FINANCIAL
PERFORMANCE

Our Business

The Group is a leading provider to the construction sector offering
a wide range of pipe (including copper tube, ductile iron and
steel pipes) related products, fittings, comprehensive services
and solutions to the contractors, designers, consultants and
government agencies in Hong Kong and Macau.

The Group's core business lies with our flagship subsidiary, Bun
Kee (International) Limited, a well-established company with a
long history. Starting from a small retail shop, we grew up to a
company listed in Hong Kong. We have become one-stop supplier
of a comprehensive range of pipes and fittings. The Group has
built a good reputation for the pipes and fittings business in Hong
Kong and Macau. We have established stable major customer and
supplier bases over the years.

Business Review

This has been a challenging year. The decline in private
construction projects led to a drop in sales in 2025. Thanks to the
efforts of all our colleagues, we still achieved satisfactory results
despite a decrease in profits.

During the year, we continued to expand our product range and
enhance our product quality. We also provided in house training
to our staff in order to enhance their product knowledge. In order
to enhance our efficiency, we continued to reduce our inventory
level and still meet the needs of our customer on time. The
Group continued to offer comprehensive product coverage to our
customers.

The Group's revenue decreased by 17.6% to HK$645.4 million for
the year ended 31 December 2025 (2024: HK$783.5 million). The
profit attributable to equity holders of the Company was HK$56.0
million for the year ended 31 December 2025 (2024: HK$87.2
million), representing a decrease of 35.8%.
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Management Discussion And Analysis
B PR R i A 43

For the year under review, other net gains were about HK$2.2
million (2024: HK$0.08 million), representing an increase of
HK$2.1 million over last year. The increase was mainly due to
there was an increase of exchange gain.

The Group's selling and distribution costs decreased by 13.5%
year-on-year from HK$25.2 million in 2024 to HK$21.8 million in
2025. The decrease was primarily attributable to the decrease in
transportation costs, sales commission and motor vehicles running
expenses. The Group's general and administrative expenses
amounted to approximately HK$120.1 million in 2025 (2024
HK$124.1 million), representing a decrease of about 3.2% year-
on-year. The decrease was mainly due to the decrease in staff
costs, professional fees, depreciation on right-of-use assets which
were partly offset by the increase in short-term and low-value
lease expenses, testing fees, insurance and depreciation.

During the year, there was HK$0.02 million reversal of provision
for impairment of financial assets (2024: HK$5.3 million provision
for impairment of financial assets).

Finance costs mainly consisted of the interest expenses on bank
borrowings and lease liabilities. During the year, the finance
costs were HK$4.7 million (2024: HK$7.0 million), representing a
decrease by about 32.9% over last year. Such decrease was mainly
attributable to the decrease in interest rates on bank borrowings.
Finance income which was mainly from a loan to a related
company and bank deposits” interest income, decreased by 14.8%
from HK$15.5 million in 2024 to HK$13.2 million in 2025 due to
the decrease in bank interest rates. As finance income outpaced
costs, we recorded net finance income of HK$8.4 million (2024:
HK$8.5 million).

OUTLOOK

Looking ahead, the business environment continues to present
challenges for the Group such as pricing pressure from customers
and rising cost of materials from suppliers. We remain confident
and trust that with our Group’s solid foundation and a stable
financial position, we remain cautiously optimistic about Hong
Kong's construction industry.
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Management Discussion And Analysis

LIQUIDITY AND CAPITAL RESOURCES ANALYSIS

As at 31 December 2025, the cash and cash equivalents of the
Group were approximately HK$445.0 million (2024: HK$282.0
million). Basically the Group’s working capital requirement has
been financed by its internal resources. The funds generated from
operations and the available banking facilities will enable the
Group to meet its future working capital requirements.

As at 31 December 2025, the Group had aggregate banking
facilities for trade finance of approximately HK$262.3 million
(2024: HK$262.3 million), approximately HK$66.1 million (2024:
HK$62.1 million) was utilised. The Group's total borrowings stood
at approximately HK$52.4 million (2024: HK$50.5 million), the
entire amount of borrowings for both years end will mature within
one year. 31% (2024: 18%) and 69% (2024: 82%) of borrowings
were subject to floating and fixed rates respectively.

The gearing ratio as measured by total bank borrowings to total
equity was approximately 6.0% as at 31 December 2025 (2024:
6.2%).

As at 31 December 2025 and 2024, the entire amount of the
Group's borrowings was denominated in Hong Kong dollars.

The Group conducts its business transactions mainly in Hong Kong
dollar, Macau Pataca, Renminbi and United States dollar. In order
to manage foreign exchange risk, the Group has been closely
monitoring its foreign currency exposure and will arrange for any
hedging facilities if necessary.

CHARGE ON ASSETS

As at 31 December 2025, certain bank deposits held by
subsidiaries of the Group with aggregate carrying amounts of
approximately HK$46.0 million (2024: bank deposits of HK$46.0
million) were pledged to banks for banking facilities.

CONTINGENT LIABILITIES

The Group did not have any significant contingent liabilities as at
/ 31 December 2025 and 2024.
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Management Discussion And Analysis
B PR R i A 43

CAPITAL COMMITMENTS

As at 31 December 2025, the Group did not have capital
commitments (2024: Nil) contracted for but not provided for in
consolidated financial statements.

STAFF AND REMUNERATION POLICY

As at 31 December 2025, the Group employed a total of 172 full-
time employees (2024: 174). Total employee benefit expenses for
the year ended 31 December 2025 was approximately HK$81.9
million (2024: HK$88.6 million).

Remuneration policy is reviewed annually and certain staff
members are entitled to sales commission. In addition to the basic
salaries and contributions to the mandatory provident fund, the
Group also pays discretionary bonus and provides staff with other
benefits including medical scheme to the employees in Hong
Kong. The Group contributes to an employee pension scheme
established by the PRC Government which undertakes to assume
the retirement benefit obligations of all existing and future retired
employees of the Group in Mainland China. The Group adopted a
share option scheme for the purpose of providing incentives and
rewards to motivate the eligible directors and employees of the
Group in recognition of their contributions to the Group.
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Biographical Details of Directors and Senior Management

EXECUTIVE DIRECTOR

Mr. Lai Fulin, aged 60, acted as an Executive Director of the
Company from October 2009 to May 2017 and continued to sit
on the senior management team of the Group thereafter. Mr.
Lai rejoined the Board as an Executive Director of the Company
on 27 November 2017 and was appointed as the Chairman
of the Board with effect from 30 March 2018 and was re-
designated as co-chairman on 1 July 2024 and was re-designated
as Chairman on 4 November 2024. He is also the Chairman
of Nomination Committee and a member of Remuneration
Committee of the Company. In addition, Mr. Lai is the Head of
Production & Purchasing of the Group and holds directorships in
certain subsidiaries of the Company. Mr. Lai has over 20 years of
experience in the banking sector, investment management and
general management of companies in China. Mr. Lai worked in
the Bank of China in Shenzhen from 1986 to 2001. From 1995 to
2001, he was the deputy general manager of a subsidiary of Bank
of China dealing with businesses in the securities industry. During
the period from 2002 to 2008, Mr. Lai was the general manager
of Shenzhen Huaao Guanli Technologies Company Limited* (%
YHERTHREEEERAG]). Mr. Lai holds a certificate
of graduation in Chinese Language from Shenzhen Institute of
Education* (&2 5 £657).

Mr. Lai is the younger brother of Mr. Lai Guanglin, the controlling
shareholder of the Company.

*  For identification purpose only
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HPERRBEHEANBZERE

Mr. Yu Ben Ansheng, aged 61, was appointed as Executive
Director and Chief Executive Officer of the Company in May 2009.
Mr. Yu is responsible for managing overall daily operations of
the Group and the implementation of the Group’s development
strategies.

Mr. Yu has over 20 years of experience in investment
management, investment banking and general management of
listed companies. Mr. Yu began his career at Mackenzie Financial
Corporation in Toronto, Canada as an investment analyst in 1989
and since then, he has served several major financial corporations
including J.P. Morgan, Deutsche Bank and CITIC Capital. In
addition to his vast investment banking and management
experience, Mr. Yu has also managed listed companies such
as New World Cyberbase Limited and Asia Logistics Holdings
Limited in Hong Kong. During his past career, Mr. Yu has focused
on direct investment and mergers and acquisitions activities in
sectors including construction materials, infrastructure, energy,
technologies, media and financial services.

Mr. Yu holds a Bachelor of Arts degree in English Literature from
the Beijing Foreign Studies University, a Master of arts degree in
Education from the University of Toronto and a master’s degree
in business administration from the University of Western Ontario,
Canada.

Mr. Yu is a director of King Jade Holdings Limited, a substantial
shareholder of the Company which has an interest in the shares of
the Company that is required to be disclosed under Part XV of the
Securities and Futures Ordinance.
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Biographical Details of Directors and Senior Management

INDEPENDENT NON-EXECUTIVE DIRECTOR

Mr. Wong Yee Shuen, Wilson, aged 58, was appointed as
Independent Non-executive Director of the Company in February
2009. He is also the Chairman of the Audit Committee of the
Company. Mr. Wong is a fellow member of the Hong Kong
Institute of Certified Public Accountants and member of Australia
CPA. He holds a master of commerce degree, specializing in
banking and finance from the University of New South Wales.
With more than 20 years of experience in PricewaterhouseCoopers
and Ernst and Young, Mr. Wong specializes in the area of auditing
banks and listed companies. He is now an independent non-
executive director of PT International Development Corporation
Limited (Stock code: 372, a company listed on HKSE).

Mr. Chen Wei Wen, aged 57, was appointed as Independent
Non-executive Director of the Company in April 2010. He is also
a member of the Audit Committee, Nomination Committee and
Remuneration Committee of the Company. Mr. Chen holds
a Bachelor of Business (Accounting) from Monash University,
Australia. Mr. Chen worked as a general manager of Guangzhou
Futian Trading Company Ltd (EM T ERE S ERAF]) from
1997 to 2005. From November 2004 to December 2025, Mr.
Chen was appointed as chief operating officer of Guangzhou
Kanxin Polymer Technology Co., Ltd (BMTEL &S FEHEER
A &) which is an affiliated company of Guangzhou Futian Trading
Company Ltd (BMTEARE SERAF]). Mr. Chen was also
appointed as director and general manager of Fuda Enterprises
Limited (B MEDZEBER A A]) since February 1998. From
September 2023, Mr. Chen was appointed as executive director of
AHW International Pty Ltd.
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HHMARBERANBZERE

Mr. Guan Zhigiang, aged 63, was appointed as Independent
Non-executive Director of the Company in September 2016.
He is also the Chairman of Remuneration Committee, a
member of Audit Committee and Nomination Committee of
the Company. Mr. Guan holds a bachelor of Agronomy from
Huazhong Agricultural University and a master degree in business
administration from Southwestern University of Finance. During
the period from 1984 to 1996, Mr. Guan had successively worked
in the Ministry of Agriculture of the People’s Republic of China
and the State Planning Commission. He subsequently joined
the Agricultural Development Bank of China and held various
senior management positions and was granted a qualification of
senior economist from the bank. From February 2002 to March
2003, Mr. Guan served as the general manager in New China
Life Insurance Company Ltd, Jinan branch. From March 2003
to November 2005, he worked in Yeland Group Co. Ltd. (now
known as HNA Investment Group Co., Ltd), a company listed on
Shenzhen Stock Exchange, and was appointed as the chairman
of its group’s real estate company. Since 2005, Mr. Guan has
established an investment advisory firm and invested in a number
of enterprises which engaged in various fields including mining,
energy and biotechnology, etc., and acted as a director in those
enterprises. Mr. Guan is currently the vice chairman of Zhejiang
Ecopro Biotech Company, Ltd.* (T EEEDEHEERAR]).
He has extensive experience in finance, investment and corporate
management.

* For identification purpose only

Mr. Wang Chaolong, aged 66, was appointed as Independent
Non-executive Director of the Company in January 2023. He is a
member of Audit Committee and Remuneration Committee of
the Company. Mr. Wang holds a Bachelor of Science in Physics
from Peking University First Campus* (It R KEBE—5K). Mr
Wang holds a certificate of Certified Assets Manager issued by
China Enterprise Confederation in 2010 and qualified as a senior
economist in China Xinxing (Group) Corporation* (7 B %7 & (%
E) #4872 a]) in 2000. He has extensive experience in corporate
management.

Mr. Wang served as an assistant/lecturer of Beijing Machinery
Bureau Staff University* (Jb i # 4% /B 8% T A 2) from March
1983 to April 1991. He served as an engineer at the Science and
Technology Bureau of China State Shipbuilding Corporation* (4
WA T 2 AN RRIEB) from May 1991 to February 1994.
He served as a manager of the Operation Department of Beijing
Zhongchuan Gas Engineering Development Company* (b5 A fiy
REE TI2FAEE A A4 & EF) from March 1994 to December 1994.
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Biographical Details of Directors and Senior Management

From December 1994 to May 1999, he served as division chief
and deputy division chief in investment department of China
Xinxing Industrial Development Company* (77 B3 B8 3£ 3¢ E 2
7)) and served as vice general manager in China Xinxing Industrial
Development Company* (- BI¥7#1E 2 32 & 2 7)) from June 1996
to October 1999. Mr. Wang served as a vice general manager of
China Xinxing Construction Real Estate Development Corporation*
(PEFTETRELERFEF TR A R]) from November 1999 to
December 2001. From December 2001 to June 2013, he served in
China Xinxing Industrial Development Company* (F Bl# B1E %
R A A]), currently known as China Xinxing Asset Management
Company Limited* (FEIFTEEEE R AR EEAF]), including
general manager and executive deputy general manager. Mr.
Wang has been the chairman of Shanghai Xinxing Medicine Co.
Ltd.* (B8 EE BB R AR) from July 2013 to September
2021.

*  For identification purpose only

Ms. Zheng Yang, aged 54, was appointed as Independent Non-
executive Director of the Company in December 2024. She is also
a member of the Audit Committee and Nomination Committee of
the Company. She holds a bachelor of Economics degree (major
in Auditing) from Nankai University, and a Master of Economics
degree from Tianjin University of Finance and Economics. Ms.
Zheng admitted a member of the Chinese Institute of Certified
Public Accountants (“CICPA") and the Association of Chartered
Certified Accountants (“ACCA") in 1995 and 2003 respectively.
She is now ceased to be a member of CICPA and ACCA.

She has experience in accounting, corporate finance, risk
management and internal controls. In September 2020, Ms.
Zheng founded a company, named 1t RE AR S A BHEHR
AA]* in Beijing, China and since then, Ms. Zheng has served as
an independent advisory consultant and the general manager.
From 2014 to April 2020, she served as an educational advisory
consultant. From 2008 to 2014, she concurrently served as vice
chief executive officer, chief financial officer and chief investment
officer in Weiming Education Group* (AFRAZE 5% E), and was
responsible for financial, legal, investment and risk management
for 23 educational institutions under Weiming Education Group.

*  For identification purpose only
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SENIOR MANAGEMENT

Mr. Chow Wai Koon, Timothy, aged 56, was appointed as
Chief Operating Officer of the Company in January 2015. Mr.
Chow is responsible for directing, administering and co-ordinating
the operational activities of the Group. He is also responsible for
recommending and developing strategies, goals and policies of
the Group.

Prior to joining the Company, Mr. Chow devoted almost 20 years
to Hewlett-Packard group (“HP”), a leading global IT provider of
products, technologies, software, solutions and services. While at
HP, Mr. Chow held several senior positions in sales, marketing,
business planning and finance in the Asia Pacific region including
China, Australia and Singapore.

Mr. Chow has extensive experience in sales and marketing in
the Asia Pacific region, particularly China, across consumer,
commercial and enterprise customers. In addition, Mr. Chow
has robust knowledge of end-to-end systems from research
and development, manufacturing and distribution to channel,
communication and customer support.

Mr. Chow holds a Master’s Degree in Business Administration
from the Macquarie Graduate School of Management, Australia,
and a Bachelor’s Degree of Accountancy from the Nanyang
Technological University, Singapore.

Ms. Jiang Xiaohui, aged 43, was appointed as Chief Strategy
Officer of the Company in May 2025. She holds a master of
business administration from the Chinese University of Hong
Kong, a master of finance from Hunan University and a bachelor
of international finance from Hunan University.

Ms. Jiang is responsible for leading the Group's strategic planning
process by developing, refining, implementing, and evaluating
strategies to align with our organization’s objectives. She is
also responsible for identifying and accessing new business
opportunities, strategic partnerships and ventures that align with
the Group's strategic goals. She will provide strategic insights and
business advisory support to the management team to enhance
operations for our Hong Kong, China and Global business units.
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Biographical Details of Directors and Senior Management

Prior to joining the Company, Ms. Jiang served as various senior
positions with CMB International Capital Limited (“CMBI"), an
integrated financial institution providing comprehensive and
professional services, over 16 years. While at CMBI, Ms. Jiang held
several senior positions in human resources, strategic planning,
management and finance in China and Hong Kong. Ms. Jiang has
extensive experience in human resources management, business
planning, investment banking and corporate finance.

Mr. Cheng Siu Kwan, aged 56, joined the Company as the
Financial Controller in December 2012 and has been appointed
as the Company Secretary of the Company in February 2013.
Mr. Cheng is a fellow member of the Association of Chartered
Certified Accountants and a member of the Hong Kong Institute
of Certified Public Accountants. Prior to joining the Company, Mr.
Cheng held various finance positions at a number of companies
listed on The Stock Exchange of Hong Kong Limited and has over
31 years of experience in auditing, finance and accounting.

Mr. Ku Chun Ming, aged 60, joined the Group in 1993
and currently is the Deputy Managing Director of Bun Kee
(International) Limited, the pipe trading subsidiary of the Group.
Mr. Ku is mainly responsible for the leadership, supervision and
long-term business development of pipes and fittings of the
Company. He has over 39 years of extensive experience in sales
and marketing activities.

Mr. Tang Chik Loi, aged 52, joined the Group in 2001 and
currently is the Sales Director of the pipe trading subsidiary,
Bun Kee (International) Limited. Mr. Tang has over 23 years of
experience in piping business. He is responsible for the Group's
business development and marketing, sourcing new customers,
maintaining and strengthening relationship with customers.
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Corporate Governance Report
BRI

China Pipe Group Limited (the “Company”) is committed to
maintain a high standard of corporate governance. The board
of directors of the Company (the “Board”) and management
maintain and enhance the policies and practices of the Company
on a timely, transparent, effective and reasonable manner, so as
to maintain good, solid and reasonable corporate governance. The
Company believes that good corporate governance is not only in
the interest of shareholders and investors but also in the interest
of the Company. The Company will continue to raise the standard
to formalize the best practice of corporate governance as far as
we could.

CORPORATE GOVERNANCE CODE

The Company has complied with the code provisions set out in the
Corporate Governance Code (the “Code”) as stated in Appendix
C1 of the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Listing Rules”) throughout
the year ended 31 December 2025.

CORPORATE CULTURE

The Group recognises that a healthy corporate culture is vital for
the Group to achieve its vision and mission towards sustainable
growth. Throughout the years, the Group is committed to
developing a prudent corporate culture in managing financial
resources. This is reflected in our healthy financial position and
long history of operation. The Group believes that the culture
of treating our employees and customers well and with respect
and assuming our responsibilities is a triple-win situation for the
employees, customers and the Group in the long term. To achieve
this, the Group attaches great importance to conducting its
business honestly and with integrity at all times. The Group has
put in place a whistle-blowing policy and anti-corruption policy
in order to develop a culture of openness, accountability and
integrity. The Group will continue to foster its culture that is built
on its vision, mission and values.

MODEL CODE FOR SECURITIES TRANSACTIONS
BY DIRECTORS

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers contained in Appendix
C3 of the Listing Rule (the “Model Code"”). Having made specific
enquiry with the directors of the Company (“Directors”), all
Directors confirmed that they have fully complied with the
required standard as set out in the Model Code during the year
ended 31 December 2025.
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BOARD OF DIRECTORS

As at the date of this report, the Board comprises seven Directors,
including two executive Directors, Mr. Lai Fulin (the Chairman of
the Board) and Mr. Yu Ben Ansheng (the Chief Executive Officer);
and five independent non-executive Directors, Mr. Wong Yee
Shuen, Wilson, Mr. Chen Wei Wen, Mr. Guan Zhigiang, Mr.
Wang Chaolong and Ms. Zheng Yang, one of whom namely, Mr.
Wong Yee Shuen, Wilson has appropriate professional accounting
experience and expertise. Biographical details of the Directors
are set out in the section headed “BIOGRAPHICAL DETAILS OF
DIRECTORS AND SENIOR MANAGEMENT" of this Annual Report.

Throughout the year, the Board has at least one-third in number
of its members comprising independent non-executive Directors
under Rule 3.10A of the Listing Rules.

Each of the non-executive Directors (including the independent
non-executive Directors) has entered into a service contract with
the Company and appointed for a term of one year. All Directors
are subject to retirement by rotation and re-election at the annual
general meeting of the Company in accordance with the bye-laws
of the Company.

Each of the independent non-executive Directors has made an
annual confirmation of independence pursuant to Rule 3.13 of the
Listing Rules. The Company is of the view that all the independent
non-executive Directors meet the independence guidelines set
out in Rule 3.13 of the Listing Rules and considers that they are
independent.

To the best knowledge of the Company, except that Mr. Lai Fulin is
the younger brother of Mr. Lai Guanglin, a substantial shareholder
of the Company, there is no relationship (including financial,
business, family or other material/relevant relationship) among
members of the Board.
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BRI

The principal functions of the Board are to supervise the
management of the business and affairs; to approve the strategic
plans, investment and funding decision; to review the Group’s
financial performance and operating initiatives. The Board, led by
the Chairman, is responsible for formulating overall strategy and
polices, monitoring and controlling the performance of the Group.
In addition to its overall supervisory role, the Board also retains
specific responsibilities such as approving financial accounts,
approving annual budget, recommending dividend payments,
approving policies relating to the Board’s compliance, etc. whilst
managing the Group’s day-to-day operations is the responsibility
of the management of the Group (the “Management”) such as
implementing internal control, business strategies and plans set by
the Board, etc.. When the Board delegates certain aspects of its
management and administration functions to the Management, it
has given clear directions as to the powers of the Management.

The Company has put in place mechanism to ensure independent
views and input are available to the Board and such mechanism
will be reviewed annually by the Board. The Board has balance of
skills, knowledge and experience appropriate for the requirements
of the business and to complement the Company’s corporate
strategy. The Board membership is covered by professionally
qualified and widely experienced personnel to bring in valuable
contributions and different professional advices and consultancy
for development of the Company. All Directors have separate
and independent access to the advice and services of the senior
management and the company secretary with a view to ensuring
the board procedures, and all applicable rules and regulations
are followed. All Directors have independent access to external
independent professional advice from legal advisers and auditor
at the Company’s expense. All Directors are encouraged to speak
their views in an open and candid manner during the Board or
Board committees’ meetings. Any director (including independent
non-executive director) who has material interest in any contract,
transaction or arrangement shall abstain from voting on any Board
resolution approving the same. No equity-based remuneration
with performance-related elements will be granted to independent
non-executive directors.
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CONTINUOUS PROFESSIONAL DEVELOPMENT

Each newly appointed Director has received comprehensive,
formal and tailored induction on appointment so as to ensure
that he/she has appropriate understanding of the business and
operations of the Group and that he/she is fully aware of his/her
responsibilities under the Listing Rules, legal and other regulatory
requirements.

The Directors are regularly briefed on the amendments to or
updates on the relevant laws, rules and regulations.

In addition, all Directors are provided with monthly updates on
the Company'’s performance, position and prospects to enable the
Board as a whole and each Director to discharge their duties.

The Directors confirmed that they have complied with the code
provision C.1.4 of the Code on Directors’ training. During the
year, all Directors have participated in continuous professional
development by attending seminars and/or reading materials on
the following topics to develop and refresh their knowledge and
skills and provided a record of training to the Company.

Name of Directors EEps

Mr. Lai Fulin FETRBE &
Mr. Yu Ben Ansheng MEELE
Mr. Wong Yee Shuen, Wilson =GR E
Mr. Chen Wei Wen BRIEXC A
Mr. Guan Zhigiang ELRRESE
Mr. Wang Chaolong FEARERAE
Ms. Zheng Yang B 27+

Notes:

C: Corporate Governance

F: Finance and Accounting

L: Listing Rules Updates

R: Other Relevant Regulatory Updates

-
.
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ROLES OF CHAIRMAN AND CHIEF EXECUTIVE
OFFICER

The position of the Chairman of the Board and the Chief Executive
Officer of the Company are held by separate individuals. The role
of the Chairman is separated from that of the Chief Executive
Officer. Such division of responsibilities helps to reinforce their
independence and accountability.

Mr. Lai Fulin takes up the role of providing leadership for the
Board and ensures that the Board works effectively and discharges
its responsibility properly. With the support of executive Directors
and the Company Secretary, the Chairman seeks to ensure that all
Directors are properly briefed on issues arising at board meetings
and receive adequate and reliable information in a timely manner.
The Chairman also ensures that good corporate governance
practice is in force from time to time, and all key issues are
discussed by the Board in a timely manner.

Mr. Yu Ben Ansheng, the Chief Executive Officer of the Company,
is responsible for managing overall daily operations of the Group,
the implementation of the Group’s development strategies and
plans and to perform other responsibilities as assigned by the
Board.

DIRECTORS’ AND OFFICERS’ INSURANCE

The Company has arranged appropriate insurance cover in respect
of potential legal actions against its Directors and officers.

BOARD MEETING

The Board meets regularly, and at least four times a year,
additional meetings are convened when deemed necessary by
the Board. Board members are provided with complete, adequate
and timely information to allow the Directors to fulfill their duties
properly. In addition, Directors have full access to information
on the Group and independent professional advice whenever
deemed necessary by the Directors. In addition, the Chairman and
non-executive Directors (including the independent non-executive
Directors) meet at least once every year without the presence of
executive Directors.

During the year, the Board met regularly and held seven meetings.
Notices and board papers were given to all Directors prior to the
board meetings in accordance with the Code. The Chairman and
non-executive Directors (including the independent non-executive
Directors) met once without the presence of executive Directors.

bt |
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Meetings held in 2025

Details of the Directors’ attendance at Board meetings, Board
committee meetings and general meetings (including an annual
general meeting and a special general meeting) respectively held
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in 2025 are set out as below: BRFFIBNTE ¢
Attended/Eligible to attend
HERY REREERE
Audit Nomination Remuneration
Board  Committee Committee Committee General
Meeting Meeting Meeting Meeting Meeting
ENZE® RRZE® ¥Mzae
gEzees 2% e - REAE
Number of Meetings Held SRETRY 7 3 2 2 2
Executive Directors HITES
Mr. Lai Fulin BEmTE 717 - 212 22 22
Mr. Yu Ben Ansheng MRERAE 77 - - - 22
Independent Non-executive BUFHTES
Directors
Mr. Wong Yee Shuen, Wilson BUEEAE 717 3/3 = = 2
Mr. Chen Wei Wen BREXSEE 717 33 22 22 22
Mr. Guan Zhigiang - bt 717 33 212 22 22
Mr. Wang Chaolong FHERLE 777 373 APz 22 22
i)
Ms. Zheng Yang Bkt n 33 —rore2) - 212
Wi2)
Notes: it -
1. Ceased to be a member of Nomination Committee on 23 December 1. R-E-_RAF+-_A-ft=-HEEREZEE
2025 K8
2. Appointed as a member of Nomination Committee on 23 December 2. RIZE-RF+T_AZ+=RAZERIEEZE
2025 BEgE8
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BOARD COMMITTEES

A number of Board committee, including audit committee,
remuneration committee and nomination committee, have
been established by the Board to strengthen its functions and
to enhance its expertise. All committees have been formed with
specific written terms of reference which deals clearly with the
respective committees’ authorities and duties.

As at the date of this report, the Remuneration Committee
comprises four members including one executive Director, namely
Mr. Lai Fulin and three independent non-executive Directors,
namely Mr. Chen Wei Wen, Mr. Guan Zhigiang and Mr. Wang
Chaolong. It is chaired by Mr. Guan Zhigiang.

The major roles and functions of the Remuneration Committee
are as follows:

(@ To 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;

(b) To review and approve the management’s remuneration
proposals with reference to the Board’s corporate goals and
objectives;

(¢) To make recommendations to the Board on the
remuneration packages of individual executive directors
and senior management, including benefits in kind,
pension rights and compensation payments (including any
compensation payable for loss or termination of their office
or appointment); and

(d) To make recommendations to the Board on the remuneration
of non-executive directors.

The remuneration package of executive Directors is determined
by reference to their duties and responsibilities, experience and
the prevailing market conditions. The remuneration package of
individual executive Directors includes salary, discretionary bonus
and share-based payment. Details of the Directors’ fee and other
emoluments of the Directors of the Company are set out in Note
34 to the financial statements.
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The Remuneration Committee has adopted the model that it
will review the proposals made by the management on the
remuneration of executive Directors and senior management,
and make recommendations to the Board. The Board will have
final authority to approve the recommendations made by the
Remuneration Committee.

The Remuneration Committee held two meetings during 2025,
the following major matters were reviewed and discussed in the
meetings and recommended to the Board for approval:

e To review the remuneration policy and remuneration
packages of Directors and senior management of the
Company;

e To consider the bonus arrangement of the Directors and
senior management of the Company; and

e To review the new service contracts entered into between
the Company and non-executive Directors.

Pursuant to the code provision E.1.5 of the Code, the details
remuneration of the senior management of the Company by band
for the year ended 31 December 2025 was set out in Note 8 to
the consolidated financial statements of this Annual Report.
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As at the date of this report, the Nomination Committee
comprises four members including an executive Director, Mr. Lai
Fulin, and three independent non-executive Directors, Mr. Chen
Wei Wen, Mr. Guan Zhigiang and Ms. Zheng Yang (appointed on
23 December 2025). It is chaired by Mr. Lai Fulin, the Chairman of
the Board.

Board Diversity Policy

In August 2013, the Company adopted the Board Diversity Policy.
Such policy sets out the approach to achieve diversity on Board.
With a view to achieving a sustainable and balanced development,
the Company sees increasing diversity at the Board level as an
essential element in supporting the attainment of its strategic
objectives and its sustainable development. Selection of candidates
will be based on a range of diversity perspectives, including but
not limited to gender, age, cultural and educational background,
professional experience, skills, knowledge and length of service.
The ultimate decision will be based on merit and contribution
that the selected candidates will bring to the Board. All Board
appointments will be based on meritocracy, and candidates will
be considered against objective criteria, having due regard for the
benefits of diversity on the Board. The Nomination Committee
reviewed the Board’s composition under diversified perspectives,
and monitored the implementation of the Board Diversity Policy
annually.

Having reviewed the Board composition, the Board recognises
the importance and benefits of gender diversity at the Board level
and shall continue to maintain gender diversity when considering
potential successors to the Board. The Company targets to
maintain a Board with female representation and gender diversity
is achieved. As of the date of this report, the Board comprises
seven Directors, 6 Directors were male and 1 Director was female.
69% and 31% of our total workforce were male and female
respectively. We will continue with our endeavor to increase
female representation in our Board.
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Nomination Policy

In December 2018, the Company adopted the Nomination Policy.
According to the policy, the Nomination Committee (“NC")
will consider candidates recommended by shareholders in the
same manner as candidates recommended to the NC from other
sources. In its evaluation of director candidates, including the
members of the Board eligible for re-election, the NC will consider
(1) The current size and composition of the Board and the needs
of the Board and the respective committees of the Board; (2)
Diversity in all its aspects, including but not limited to gender, age,
cultural and educational background, professional experience,
skills, knowledge and length of service; and (3) Other factors that
the NC may consider appropriate.

The major roles and functions of the Nomination Committee are as
follows:

(@) To review the structure, size and composition (board diversity
has been considered from a number of aspects, including
but not limited to gender, age, cultural and educational
background, professional experience, skills, knowledge and
length of service) of the Board at least annually and make
recommendations on any proposed changes to the Board to
complement the Company’s corporate strategy;

(b) To identify individuals suitably qualified to become Board
members and select or make recommendations to the Board
on the selection of, individuals nominated for directorships.
All Board appointments will be based on meritocracy, and
candidates will be considered against objective criteria,
having due regard for the benefits of diversity on the Board;

(c) To review the Board Diversity Policy, as appropriate, and
disclose the Board Diversity Policy or its summary in the
corporate governance report of the Company including
the measurable objectives set for implementing the Board
Diversity Policy and progress made towards achieving these
measurable objectives;

(d) To review the policy for the nomination of Directors
(“Nomination Policy”) as appropriate. The Nomination Policy
shall set out, inter alia, the nomination procedures and
process and criteria to select and recommend candidates for
directorship;
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To assess the independence of independent non-executive
directors; and

To make recommendations to the Board on the appointment
or re-appointment of directors and succession planning for
directors in particular the chairman and the chief executive.

The Nomination Committee held two meetings during 2025,
the following major issues were reviewed and discussed in the
meeting:

75!

30

To review the structure, size and composition (including the
skills, knowledge and experience) of the Board;

To review the Board Diversity Policy;

To make recommendation to the Board for approval the
revised terms of reference of the Nomination Committee;

To make recommendation to the Board on the appointment
of directors; and

To evaluate and make recommendation as to the
qualification and experience of the directors who were
subject to retirement by rotation and re-election at the 2025
annual general meeting.
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Audit Committee

As at the date of this report, Audit Committee consists of five
independent non-executive Directors, namely Mr. Wong Yee
Shuen, Wilson, Mr. Chen Wei Wen, Mr. Guan Zhigiang, Mr. Wang
Chaolong and Ms. Zheng Yang. It is chaired by Mr. Wong Yee
Shuen, Wilson who has the appropriate professional qualifications,
accounting and financial management expertise.

The major roles and functions of the Audit Committee are as
follows:

(@) To make recommendations to the Board on the appointment,
reappointment and removal of the external auditor, and
to approve the remuneration and terms of engagement of
the external auditor, and any questions of its resignation or
dismissal;

(b) To monitor integrity of the Company’s financial statements
and to review significant financial reporting judgements
contained in them;

(c) To review the Company'’s financial controls, risk management
and internal control systems; and

(d) To discuss the risk management and internal control

systems with management to ensure that management has
performed its duty to have effective systems.

" KR |
A | N 1 !I

Corporate Governance Report

(e ogiit ity

=r
=

I

BIERE

ARERH  ERZESHAME LI
TEFEMERE REXELE - EEREL
& EEBEAEREFRLLIAENX - BEAE
EEETEZZESLIRE  RABSENE
KB - St BERERNERAE -

!

IR

BERZEENTIZABNMBENT

TZREMIMBREENEE  EFE
ERREAEFSRMER - HEIE
AZ SREM O H7 BN 2 BE AR 15K+ S BRFEAE ]
B R R A% SR B B B R B AR X A% R O ]

i

—~
Q
=

(o) ERARBNHBRRILFHHRR MR
SEERVBERRNEARR

© WHAARRRNABEE  BRREERA
HEFERG R
() HEREImERERKIADELRER

o BMREEECBRITEBREELAN
HRAT °

ANNUAL REPORT 2025 # #f

31



32

Corporate Governance Report

(e Jogiik ity

The Audit Committee held three meetings during 2025 and the
following major matters were reviewed and discussed in the
meetings:

To review the annual results of 2024 and the interim results
of 2025 and making recommendation to the Board for
approval;

To make recommendation on the reappointment of the
auditor;

To review the adequacy of resources, qualifications and
experience of staff of the Group’s accounting and financial
reporting function and their training programme and related
budget;

To review the risk management, internal control systems and
annual internal audit plans;

To review connected transactions entered into by the Group
or subsisting during the year;

To approve the auditor’s remuneration for audit of 2025
financial statements; and

To discuss the audit service plan of 2025.

The Board adopted the written terms of reference on corporate
governance functions in March 2012 so as to assist the Board
performing corporate governance functions. The terms of
reference of the Board in respect of corporate governance
functions are summarized as follows:

(a

To develop and review the Company’s policies and practices
on corporate governance;

To review and monitor the training and continuous
professional development of Directors and senior
management;

To review and monitor the Company’s policies and practices
to ensure compliance with legal and regulatory requirements;
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(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 code
provisions set out in the Code contained in Appendix C1 of
the Listing Rules and its disclosure requirements in Corporate
Governance Report.

During the year, the Board has reviewed the Company'’s corporate
governance policies and practices, training and continuing
professional development of Directors and senior management,
the Company’s policies and practices on compliance with legal
and regulatory requirements, the compliance of the Model Code,
and the Company’s compliance with the Code and disclosure in
the Corporate Governance Report.

This corporate governance report has been reviewed by the Board
in discharge of its corporate governance functions.

AUDITOR’S REMUNERATION

The fees charged by the auditor generally depends on the
scope and volume of the auditor’s work. For the year ended 31
December 2025, the remuneration to the auditor of the Company
in respect of audit services was HK$1,450,000 and fees related
to taxation services and other non-audit services amount to
HK$165,000 and HK$90,000 respectively.

DIRECTORS’ AND AUDITOR’S RESPONSIBILITIES
FOR FINANCIAL REPORTING

The Board is responsible for presenting a balanced, clear and
understandable assessment of annual and interim reports, inside
information announcements and other disclosures required under
the Listing Rules and other regulatory requirements. The senior
management provides such explanation and information to the
Board so as to enable the Board to make an informed assessment
of the financial information and position of the Company.

The Directors acknowledge the responsibilities for preparing the
accounts of the Company. The responsibilities of the auditor
of the Company with respect to the financial statements of the
Group is set out in the Independent Auditor’s Report on pages 60
to 66.
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GOING CONCERN

The Directors, having made appropriate enquiries, consider that
the Company has adequate resources to continue in operational
existence for the foreseeable future and that, for this reason, it
is appropriate to adopt the going concern basis in preparing the
financial statements.

RISK MANAGEMENT AND INTERNAL CONTROL

The Board is responsible for maintaining an adequate system of
risk management and internal controls within the Group and for
reviewing their effectiveness. The systems of risk management
and internal control are designed to facilitate effective and
efficient operations, to safeguard assets and to ensure the quality
of internal and external reporting and compliance control and risk
management functions. It is also designed to provide reasonable,
but not absolute, assurance that material misstatement or loss
can be avoided, and to manage and minimize risks of failure in
operation systems.

The Group has set up a risk management system to provide
directions in identifying, evaluating and managing significant
risks and is reviewed at least on an annual basis. The senior
management of the Group identifies risks that would adversely
affect the achievement of the Group’s objectives, and assesses
and prioritizes the identified risks according to a set of standard
criteria.

The Board has engaged an independent professional advisor
to perform ongoing monitoring of the risk management and
internal control review to assess the effectiveness of the financial,
operational and compliance controls and risk management
functions of the Company and the Group’s major subsidiaries on
a rotation basis.

Risk management report and internal control report are submitted
to the Audit Committee at least once a year. The Board, through
the Audit Committee, had performed annual review on the
effectiveness of the Group's risk management system and internal
control system, including the scope on risk management and
internal control systems, result of internal audit work and status of
compliance control.
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With respect to procedures and internal controls for the handling
and dissemination of inside information, The Group has in place
a policy on disclosure of inside information which sets out the
procedures and internal controls for handling and dissemination
of inside information. Such policy provides guidelines to the
Directors, officers and all relevant employees of the Group to
ensure proper safeguards exist to prevent the Company from
breaching the statutory disclosure requirements. It also includes
appropriate internal control and reporting systems to identify and
assess potential inside information.

Key procedures in place include:

e establish periodic financial reporting procedures so that key
financial and operating data is identified and escalated in a
structured and timely manner;

e authorize one or more officer(s) or an internal committee to
be notified of any potential inside information and to escalate
any such information to the attention of the Board;

. restrict access to inside information to a limited number of
employees on a need-to-know basis;

e ensure appropriate confidentiality agreements are in place
when the Company enters into significant negotiations;

e if confidentiality has been lost, the Company must disclose
the inside information as soon as reasonably practicable.

To avoid uneven dissemination of inside information, the
dissemination of inside information of the Company shall be
conducted by publishing the relevant information on the Stock
Exchange’s website and on the Company’s website.
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At the meeting of the Audit Committee held on 25 March 2026,
the independent professional advisor reported their review work
for the year ended 31 December 2025 performed in accordance
with the detailed risk-based internal control review plan which
was approved by the Audit Committee and the risk management
report was also circulated to the Audit Committee for review. The
Board, through the Audit Committee, has conducted a review
of the effectiveness of the Group’s risk management system
and internal control system for the year ended 31 December
2025. The Audit Committee members, together with the senior
management, have also reviewed, considered and discussed
the risk management system, all findings relating to the internal
control system and recommendations for improvement. The Board
considers the risk management system and internal control system
of the Group were effective and adequate during the year.

The Audit Committee also reviewed and was satisfied with the
adequacy of resources, staff qualifications and experience, training
programmes and budget of the Group’s accounting and financial
reporting function.

COMPANY SECRETARY

The Company Secretary of the Company is Mr. Cheng Siu Kwan,
who is also the Financial Controller of the Company. Mr. Cheng
is a fellow member of the Association of Chartered Certified
Accountants and a member of the Hong Kong Institute of
Certified Public Accountants. He fulfills the requirement under
Rules 3.28 and 3.29 of the Listing Rules.

The Company Secretary is responsible for providing secretarial
services to the Board and ensuring the operation of the Company
is properly complied with Hong Kong listed companies’ regulatory
requirements as well as enhancing its corporate governance
standards. All Directors have access to the advice and services
of the Company Secretary with a view to ensuring that board
procedures and all applicable rules and regulations are followed.
Company Secretary is also the secretary of each of Board
committees. Minutes of Board meetings and meetings of all Board
committees are kept by the Company Secretary and are available
for inspection by the Directors at all times.
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SHAREHOLDERS' RIGHTS

Pursuant to Section 74(1) of the Bermuda Companies Act and the
bye-law 62 of the Bye-laws of the Company, the shareholder(s) of
the Company holding at the date of the deposit of the requisition
not less than one-tenth of the paid-up capital of the Company
as at the date of the deposit carries the right of voting at general
meetings of the Company may request the Board to convene a
special general meeting. The requisition must state the purposes
of the meeting, and must be signed by the requisitionists and
deposited at the registered office of the Company and its head
office and principal place of business in Hong Kong for the
attention of Company Secretary and may consist of several
documents in like form each signed by one or more requisitionists.
If the Directors do not within twenty-one days from the date of
the deposit of the requisition proceed duly to convene a meeting,
the requisitionists, or any of them representing more than one half
of the total voting rights of all of them, may themselves convene a
meeting, but any meeting so convened shall not be held after the
expiration of three months from the said date.

Shareholders should direct their enquiries about their
shareholdings to the Company’s share registrar. Other
shareholders’ enquiries can be directed to the head office and
principal place of business of the Company in Hong Kong as set
out in the “Corporate Information” section of this Annual Report
for the attention of Company Secretary.

Pursuant to Sections 79(1) and 79(2) of the Bermuda Companies
Act, on the requisition in writing of either (i) any number of
members of the Company representing not less than one-
twentieth of the total voting rights of all the members having at
the date of the requisition a right to vote at the meeting to which
the requisition relates; or (i) not less than one hundred members,
the Company shall, at the expense of the requisitionists unless the
Company otherwise resolves:

(@) to give to members of the Company entitled to receive notice
of the next annual general meeting notice of any resolution
which may properly be moved and is intended to be moved
at that meeting;
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(b) to circulate to shareholders entitled to have notice of any
general meeting sent to them any statement of not more
than one thousand words with respect to the matter referred
to in any proposed resolution or the business to be dealt with
at that meeting.

A copy or copies of requisition signed by all requisitionists shall
be deposited, with a sum reasonably sufficient to meet the
Company’s expenses in giving notice of the proposed resolution
or circulating any necessary statement, at the registered office of
the Company and its head office and principal place of business in
Hong Kong in the case of:

(i)  arequisition requiring notice of a resolution, not less than six
weeks before the meeting; and

(i) any other requisition, not less than one week before the
meeting.

The Company will verify the requisition and upon confirming that
the requisition is proper and in order, the Board will proceed with
the necessary procedures.

COMMUNICATIONS WITH SHAREHOLDERS

The Board is obliged to provide regular, effective and fair
communication with the shareholders and the investors of the
Company. Latest information is conveyed to the Shareholders and
the investors of the Company on a timely basis. A Shareholder
Communication Policy (the “Policy”) was adopted by the
Company in March 2012. The Policy aims to set out the provisions
with the objective of ensuring that the latest information of
the Company is conveyed to the Shareholders and investors on
a timely basis. The Company uses a range of communication
tools to ensure the Shareholders and the investors are kept well
informed of key business imperatives.

Information shall be communicated to Shareholders and the
investors mainly through the Company’s financial reports (interim
report and annual report), annual general meetings and other
general meetings that may be convened, as well as by making
available all the disclosures submitted to The Stock Exchange of
Hong Kong Limited (the “Hong Kong Stock Exchange”) and its
corporate communications and other corporate publications on
the Hong Kong Stock Exchange’s website and the Company’s
website.
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Shareholders are encouraged to participate in general meetings or
to appoint proxies to attend and vote at meetings for and on their
behalf if they are unable to attend the meetings. Shareholders’
views on matters that affect the Company are welcome by the
Board at shareholders’ meetings. Shareholders of the Company
are notified of shareholders” meetings through notices and reports
or circulars sent to them. Each item of special business in the
notice of the meeting is accompanied, where appropriate, by an
explanation for the proposed resolution. A separate resolution
is proposed by the chairman of the meetings in respect of each
separate issue, including the re-election of Directors.

The Chairman of the Board and Chairmen of the Audit
Committee, Remuneration Committee and Nomination
Committee or failing him/her, his/her duly appointed delegate, are
available at the annual general meeting to answer questions with
regard to the work of these committees.

Save as provided under the Listing Rules, resolutions put to vote
at the general meetings of the Company (other than procedural
matters) are taken by poll. Procedures regarding the conduct of
the poll are explained to the shareholders at the commencement
of each general meeting, and questions from shareholders
regarding the voting procedures are answered. The poll results are
posted on the respective websites of the Company and the Hong
Kong Stock Exchange on the same day of the poll.

WHISTLE BLOWING POLICY

The Group is committed to achieving and maintaining the highest
standards of openness, probity and accountability. The Board of
the Company adopted the Whistle Blowing Policy in accordance
with the requirements of the Hong Kong Stock Exchange on 26
May 2022. It provides formal channels and guidance to facilitate
the raising matters of concern by employees of the Group and
those deal with the Group, in confidence, without fear of reprisals.
Details of the Whistle Blowing Policy of the Company are disclosed
on the Company'’s corporate website (Www.chinapipegroup.com).
The policy is subject to review by the Audit Committee periodically
to improve its effectiveness and employee confidence in the
process and to encourage a “speak up” culture.
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ANTI-CORRUPTION POLICY

The Group is committed to upholding integrity, honesty,
fairness, impartiality and ethical business practices as our Group's
core values and has zero tolerance for corruption and related
malpractice. The Board adopted the Anti-Corruption Policy in
accordance with the requirements of the Hong Kong Stock
Exchange on 26 May 2022. It provides a reporting mechanism
of suspected corruption practices. Details of the Anti-Corruption
Policy of the Company are disclosed on the Company’s corporate
website (www.chinapipegroup.com). The policy is subject to
review by the Board of the Company periodically to ensure that it
is operating effectively and whether any changes to the policy are
required.

INVESTOR RELATIONS

The Company maintains a website (www.chinapipegroup.com)
where information and updates on the list of directors and
their roles and functions, constitutional documents, terms of
reference of the Board committees, procedures for shareholders
to propose a person for election as a director, announcements,
circulars and reports, etc. released to the HKExnews' website
(www.hkexnews.hk) and other information are posted.
Information on the Company’s website will be updated from
time to time. A dedicated email address (ir@chinapipegroup.com)
for investor enquiry is set out in the “IR Contact” section on the
Company'’s website.

CONSTITUTIONAL DOCUMENTS

During the year, there was no significant change to the
Company’s constitutional documents.
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The directors of the Company (the “Directors”) have pleasure
in presenting their report together with the audited financial
statements for the year ended 31 December 2025.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. The
principal activities of its subsidiaries are set out in Note 35 to the
financial statements.

An analysis of the Group's performance for the year by operating
segments is set out in Note 5 to the financial statements.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2025
are set out in the consolidated income statement on page 67.

The board of directors of the Company (the “Board”) does not
recommend the payment of a final dividend for the year ended 31
December 2025.

DIVIDEND POLICY

In accordance with the relevant provision of the Bye-laws of
the Company: 1. The Company in general meeting may declare
dividends in any currency but no dividends shall exceed the
amount recommended by the Board. 2. The Board may subject to
Bye-laws from time to time pay to the shareholders such interim
dividends as appear to the Board to be justified by the position
of the Company. 3. The Board may also pay half-yearly or at
other suitable intervals to be settled by it any dividend which may
be payable at a fixed rate if the Board is of the opinion that the
profits justify the payment. 4. No dividend shall be declared or
paid and no distribution of contributed surplus made otherwise
than in accordance with the Statutes. No dividend shall be paid
otherwise than out of profits available for distribution. 5. The
Company may distribute dividends by way of cash or scrip.

The Company’s ability to distribute dividends will depend on,
among others, the operating results, cash flow, financial condition
and capital requirements of the Group and the interests of
the shareholders of the Company. The Company’s distribution
of dividends shall also comply with any restrictions under the
/ Bermuda Companies Act and the Bye-laws of the Company.
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BUSINESS REVIEW

A review of the business of the Group during the year and a
discussion on the Group’s future business development, possible
risks and uncertainties that the Group may be facing are set out in
the sections headed “Chairman’s Statement” and “Management
Discussion and Analysis” of this Annual Report.

The details of financial risk management of the Group are set out
in Note 3 to the financial statements.

An analysis of the Group’s performance during the year using
financial key performance indicators is set out in the section
headed “Five-Year Financial Summary” of this Annual Report.

The compliance with relevant laws and regulations which have
a significant impact on the Group is set out in this “Report of
Directors” and the section headed “Corporate Governance
Report” of this Annual Report.

The Group is committed in promoting the sustainable
development of both the environment and the society.

We believe it is more blessed to give than to receive. As such, we
support and encourage our employees to participate in community
service activities. With the support from the management team,
our core business company, Bun Kee (International) Limited
("Bun Kee") is committed to participate and support social
services activities. In this regard, Bun Kee has awarded the
Caring Company logo in recognition of our corporate social
responsibility’s participation and commitment. We also believe
in the ripple effect which those people, whom we helped, will in
turn help others who are in need.

With regards to environmental policy, we pay a great deal
of attention to promoting environmental protection. We will
integrate environmental awareness in our daily operations
including:

e Reduce electricity consumption, improve energy efficiency,
use of energy-efficient products to replace the appliances
and equipment;
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Turn off lightings, air-conditioners and electrical appliances in
offices after working hours, or when rooms not being used,
for instance, the conference rooms;

Use electronic means for communications internally and with
external parties;

Reduce the need to copy and print. Use of recycled
paper, copy and print on both sides of the paper, where
appropriate; and

Re-use of office supplies (such as single-sided paper, paper
clips, envelopes, file folders, paper bags, plastic bags).

The Group understands and supports that employees, customers,
suppliers and business partners, investors and shareholders are
vital to our sustainable and stable development.

(@)

Employees

The Group is an equal opportunity employer. Our employee
handbook outlines terms and conditions of employment,
code of conduct and employee benefits. We promote
harmony and respect in our workplace. Employees are one
of our most important assets. To that end, we provide self-
improvement and advancement opportunities as well as a
safe workplace in order to retain high calibre employees. The
Group values the well-being and health of our employees
and therefore provides medical insurance coverage and
benefits to our employees. In addition, we will organize staff
gathering quarterly and annual dinner, all management will
also participate to maintain good relations with employees
and promote two-way communication. The Company
will conduct staff appraisal annually, and also provide
exit interviews for the outgoing employees. We adopt an
open policy to allow employees at any time, by email or in
person to the department managers or Human Resources
department to express their views.
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Customers

We provide high quality products to our customers constantly
as it is the best way to retain customers and business growth.
Our sales team will visit customers regularly to keep abreast
of new opportunities and challenges. All opinions received
will be prompt handled by the relevant team. We grow up
together with most of our customers in past years and we
have established solid and long-term relationships with them.
We also have built up a trust and good reputation among
our customers over the years.

Suppliers and business partners

For our suppliers and business partners, we strive to maintain
a stable and long-term relationship with them. The Group's
procurement is based on our stringent suppliers’ selection
criteria. To ensure the highest quality of products, the Group
has requested the suppliers to provide product certification.
In addition, we engaged highly reputable independent
laboratories for quality testing to ensure that the products
comply with local and international standards. Our sales
team and procurement team will have regular visit to our
suppliers’ factories for inspection. In order to allow our
customers to have direct feedback channel to the suppliers,
we will also organize some factory tours to the customers.
This can let them better understanding of the production
flow and products quality affirmation in order to win the
utmost confidence of customers.

Investors and shareholders

For the investors and shareholders, we maintain a high
level of transparency and communicate with them through
meetings, announcements and circulars. The Company
maintains a website, the information will be updated from
time to time. In addition, a dedicated email address is set out
in the “IR Contact” section of the Company’s website for
investor and general public inquiry.
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DISTRIBUTABLE RESERVES

Distributable reserves of the Company as at 31 December 2025
amounted to approximately HK$182.7 million.

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in properties, plant and equipment of
the Group are set out in Note 13 to the financial statements.
SHARE CAPITAL

Details of the movements in share capital of the Company are set
out in Note 24 to the financial statements.

BORROWINGS

Particulars of borrowings of the Group as at 31 December 2025
are set out in Note 26 to the financial statements.

PURCHASE, SALE OR REDEMPTION OF SHARES

The Company has not redeemed any of its shares during the year.
Neither the Company nor any of its subsidiaries has purchased or
sold any of the Company’s shares during the year.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Company’s
bye-laws or the Bermuda Companies Act, being the jurisdiction in
which the Company was incorporated.

PRINCIPAL SUBSIDIARIES

Details of the Company’s principal subsidiaries as at 31 December
2025 are set out in Note 35 to the financial statements.
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DIRECTORS

The Directors of the Company during the year and up to the date
of this report are:

Executive Directors

Mr. Lai Fulin (Chairman)
Mr. Yu Ben Ansheng (Chief Executive Officer)

Independent Non-Executive Directors

Mr. Wong Yee Shuen, Wilson
Mr. Chen Wei Wen

Mr. Guan Zhigiang

Mr. Wang Chaolong

Ms. Zheng Yang

In accordance with bye-law 99 of the Bye-laws of the Company,
Mr. Yu Ben Ansheng, Mr. Wong Yee Shuen Wilson and Mr. Wang
Chaolong will retire from office by rotation and being eligible,
offer themselves for re-election at the forthcoming annual general
meeting.

CONFIRMATION OF INDEPENDENCE OF
INDEPENDENT NON-EXECUTIVE DIRECTORS

The Company has received from each independent non-executive
Director an annual confirmation of his/her independence pursuant
to Rule 3.13 of the Listing Rules and the Company considers that
all of them are independent.

BIOGRAPHICAL DETAILS OF DIRECTORS AND
SENIOR MANAGEMENT

The biographical details of Directors and senior management are
set out in the section headed “Biographical Details of Directors
and Senior Management” of this Annual Report.

DIRECTORS’ SERVICE CONTRACT

None of the Directors offering themselves for re-election at
the forthcoming annual general meeting of the Company has
entered in to any service contract with the Company or any of
its subsidiaries, which is not terminable by the Company within
one year without payment of compensation (other than statutory
compensation).
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DIRECTORS’ INTERESTS IN COMPETING BUSINESS

None of the Directors and their respective associates has an
interest in any business which competes or may compete with the
business in which the Group engaged.

SHARE OPTION SCHEME

At the annual general meeting of the Company held on 21 May
2015, the shareholders of the Company approved the adoption of
a new share option scheme (the “2015 Scheme") under which the
directors of the Company may grant options to eligible persons
to subscribe for the Company’s shares subject to the terms and
conditions as stipulated therein. Unless otherwise cancelled or
amended, the 2015 Scheme will remain valid for a period of 10
years from the date of its adoption.

The 2015 Scheme

The details of 2015 Scheme are as follows:

(a) Purpose

The purpose of the 2015 Scheme is to recognize and
acknowledge the contributions or potential contributions
made or to be made by the participants to the Group, to
motivate the participants to optimize their performance and
efficiency for the benefit of the Group, and to maintain or
attract business relationship with the participants whose
contributions are or may be beneficial to the growth of the
Group.

(b) Participants

The Board may offer to grant options to the participants
which means (i) any director (including any executive director,
non-executive director or independent non- executive
director) of any member of the Group; (i) any employee
(whether in full time or part-time employment) of any
member of the Group; (iii) any consultant, adviser, supplier,
customer or subcontractor of the Group, and (iv) any other
person whatsoever from time to time determined by the
Board as having contributed to the development, growth or
benefit of the Group.
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Total number of shares available for issue under the
Scheme

The total number of shares of the Company which may be
issued upon exercise of all options to be granted under the
Scheme and any other share option schemes of the Company
must not in aggregate exceed 10% of the issued share
capital of the Company as at the date of the general meeting
of the Company approving the Scheme. The number of
shares may be refreshed by the approval of the shareholders
and the refreshed limit of the number of shares must not
exceed 10% of the issued share capital of the Company as
the date of the approval of the refreshed limit. The maximum
number of shares of the Company which may be issued
upon exercise of all outstanding options granted and yet to
be exercised under the Scheme and any other share option
schemes of the Company must not exceed 30% of the total
number of shares of the Company in issue from time to time.

The total number of shares available for issue under the
Scheme is 133,226,600 Shares, representing 10% of the
total number of shares of the Company in issue as at the
date of this report.

Maximum entitlement of each participant

Total number of shares of the Company issued and to
be issued upon exercise of the options granted to each
participant (including exercised or outstanding options) in any
12-month period shall not exceed 1% of the total number of
shares in issue as at the date of grant.

Minimum period for options to be held

No minimum period for which an option must be held before
it can be exercised unless otherwise specified in the relevant
offer letter.
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Period and payment on acceptance of options

Pursuant to the Scheme, HK$10 is payable by the grantee to
the Company on acceptance of the option within 28 days
from the date of grant of the option.

Basis determining the subscription price

The subscription price of a share in respect of any particular
option granted under the Scheme shall be a price determined
by the Board and notified to the participants and shall be
at least the highest of (a) the closing price of the shares as
stated in The Stock Exchange of Hong Kong Limited (the
“Hong Kong Stock Exchange”) daily quotation sheet on the
date on which the options are deemed to be granted and
accepted in accordance with the terms of the Scheme (the
“Commencement Date”), which must be a business day; (b)
the average closing price of the shares as stated in the Hong
Kong Stock Exchange’s daily quotation sheet for the five
business days immediately preceding the Commencement
Date; and (c) the nominal value of the shares.

Life of the Scheme

Subject to earlier termination by the Company at general
meeting or by the Board, the life of the Scheme commenced
from 21 May 2015, the date of adoption, and ended on 20
May 2025.

As at 31 December 2025, no share option was granted by the
Company under the 2015 Scheme. The 2015 Scheme was expired
on 20 May 2025.
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DIRECTORS’ INTERESTS AND SHORT POSITIONS
IN THE SHARES, UNDERLYING SHARES OR
DEBENTURES

As at 31 December 2025, the interests and short positions of
the Directors and chief executive of the Company in the shares,
underlying shares and debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (the “SFO")) as recorded in the
register required to be kept under Section 352 of the SFO or as
otherwise notified to the Company and the Hong Kong Stock
Exchange pursuant to the Model Code for Securities Transactions
by Directors of Listed Issuers (the “Model Code”), were set out
below:

Long positions in the shares and underlying share of
the Company

Personal
Name of Director Capacity Interests
EEEB &6 BARR
Yu Ben Ansheng Beneficial owner/Interest of 3,000,000
controlled corporation
BRE ERBBAN/IEEEER
Note:

These shares are held by King Jade Holdings Limited, which is wholly and
beneficially owned by Mr. Yu Ben Ansheng, an executive Director and the
Chief Executive Officer of the Company. Accordingly, Mr. Yu is deemed to
be interested in such shares under the SFO.

Save as disclosed above, as at 31 December 2025, none of the
Directors or chief executive or their respective associates had
any interests or short positions in shares, underlying shares and
debentures of the Company or any of its associated corporations
(within the meaning of Part XV of the SFO) as recorded in the
register required to be kept under Section 352 of the SFO or as
otherwise notified to the Company and the Hong Kong Stock
Exchange pursuant to the Model Code.
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SUBSTANTIAL SHAREHOLDERS

As at 31 December 2025, the interests or short positions of the
following persons or corporations, other than the Directors or
chief executive of the Company, in the shares and underlying
shares of the Company as recorded in the register required to
be kept by the Company under Section 336 of the SFO were as

follows:

Long position in share and underlying share of the

Company

Name of shareholders

BREREM

Singapore Zhongxin Investment
Company Limited (ote 1/71)

Li Juan (more2)
25 48 (H22)

Qu Zhi
HE

King Jade Holdings Limited (ot 3 /3

Notes:

Capacity
4

Beneficial owner
EnEAA

Interest of spouse

Btk

Beneficial owner

BEmBBAA

Beneficial owner
EnEEA

1. Singapore Zhongxin Investment Company Limited is wholly and
beneficially owned by Mr. Lai Guanglin. Accordingly, Mr. Lai is
deemed to be interested in such shares under the SFO.

2. Ms. LiJuan, the spouse of Mr. Lai Guanglin, is also deemed to be
interested in Mr. Lai’s interest in the Company under the SFO.

3. King Jade Holdings Limited is wholly and beneficially owned by Mr.
- Yu Ben Ansheng, an executive Director and the Chief Executive
Officer of the Company. Accordingly, Mr. Yu is deemed to be

| / interested in such shares under the SFO.
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Save as disclosed above, as at 31 December 2025, the Company
had not been notified by any persons or corporations, other
than the Directors or chief executive of the Company, who had
interests or short positions in the shares or underlying shares of
the Company as recorded in the register required to be kept by
the Company under Section 336 of the SFO.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of
the whole or any substantial part of the business of the Group
were entered into or existed during the year.

DONATIONS

Donations for charitable made by the Group during the year
amounted to HK$16,300.

SHARES ISSUED

The Company has not issued any share during the year ended 31
December 2025.

DEBENTURE ISSUED

The Company has not issued any debenture during the year ended
31 December 2025.

EQUITY-LINKED AGREEMENTS

No equity-linked agreements were entered into by the Group, or
existed during the year.

PERMITTED INDEMNITY PROVISION

Pursuant to the Company’s Bye-laws, every Director shall be
entitled to be indemnified out of the assets of the Company
against all losses or liabilities which he/she may sustain or incur in
or about the execution of the duties of his/her office or otherwise
in relation thereto.

The Company has arranged appropriate directors’ and officers’
liability insurance coverage for the Directors and officers of the
Group throughout the year.
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MATERIAL INTERESTS IN TRANSACTION,
ARRANGEMENT OR CONTRACT OF SIGNIFICANCE

Save as the disclosure of related party transactions set out in Note
32 to the financial statements, no Director or an entity connected
with Director had a material interest, whether directly or indirectly,
in any transaction, arrangement or contract of significance in
relation to the business of the Group to which the Company, its
holding company, or any of its subsidiaries or fellow subsidiaries
was a party during the year.

CONTROLLING SHAREHOLDER'S INTERESTS IN
CONTRACTS OF SIGNIFICANCE

There was no contract of significance between any members of
the Group and the Company’s controlling shareholders subsisting
at the end of the year or at any time during the year.

ARRANGEMENT TO PURCHASE SHARES OR
DEBENTURES

Save as disclosed under the section headed “SHARE OPTION
SCHEME" above, at no time during the year was the Company
or any of its subsidiaries a party to any arrangements to enable
the Directors of the Company to acquire benefits by means of the
acquisition of shares or debentures of the Company or any other
body corporate.

CONTINUING CONNECTED TRANSACTION

1. On 3 April 2023, the Group entered into a consultancy
services agreement with a company directly wholly-owned
by Mr. Lai, the controlling shareholder of the Company, for
a fixed sum of HK$373,000 per month for the period from
3 April 2023 to 31 March 2024 (“Previous Consultancy
Services Agreement”).

On 2 April 2024, the Group entered into a new Consultancy
Services Agreement with a company directly wholly-owned
by Mr. Lai on substantially the same terms as the Previous
Consultancy Services Agreement for the period from 2
April 2024 to 31 March 2025. The consulting service fee of
HK$4,476,000 shall be in 12 installments payable monthly
in arrears on the last Business Day of each month. The new
Consultancy Services Agreement was terminated on 30 June
2024. The total amount of consultancy services fees pald
by the Co»t“npany was HK$2,238,000 for the period from 1
January 2 P24 to 30 June 2024. =
1\ N
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This is a continuing connected transaction which is exempted
under Rule 14A.76 of the Listing Rules.

As mentioned in the announcement dated 11 May 2016
and the circular dated 15 July 2016 of the Company, on 11
May 2016, Mao Xing Limited (now known as Softpower
(China) Limited), a wholly-owned subsidiary of the Company
(the “Lender”), entered into a loan agreement (the “Loan
Agreement”) with China Victory International Holdings
Limited, (“CVIL"), a wholly-owned subsidiary of Agria
Corporation, pursuant to which the Lender has conditionally
agreed to grant to CVIL a loan facility in the amount
of up to US$10,000,000 (equivalent to approximately
HK$77,746,000) upon and subject to the terms and
conditions set out therein.

As at the date of the Loan Agreement, Mr. Lai Guanglin,
the former director and the controlling shareholder of
the Company (Mr. Lai resigned as director on 30 March
2018) and was also the controlling shareholder of Agria
Corporation. As such, CVIL is therefore a connected person
of the Company under Chapter 14A of the Listing Rules.
The transactions contemplated under the Loan Agreement
constitute continuing connected transactions for the
Company under Chapter 14A of the Listing Rules.

The loan carried interest at 10.5% per annum and is
repayable by 31 July 2019. The loan was secured by the
entire issued shares of CVIL executed by Agria Group Limited
("AGL"), the immediate holding company of CVIL, and also
guaranteed by a deed of corporate guarantee executed by
Agria Corporation in favour of the Group.

Pursuant to a resolution passed in a special general meeting
on 23 February 2018, the Group agreed to novate and AGL,
a wholly -owned subsidiary of Agria Corporation and the
immediate holding company of CVIL, agreed to assume
the Group’s loan to CVIL of US$10,000,000 (equivalent
to HK$78,357,000) with all other terms and conditions
remained unchanged.

On 9 May 2019, the Group entered into a loan agreement
(“2019 Loan Agreement”) with AGL to renew the loan and
the proposed annual caps from 1 August 2020 to 31 July

2022.
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Under the 2019 Loan Agreement, the clause of the share
mortgage executed by AGL, being the sole shareholder of
CVIL, over the entire issued shares of CVIL in favour of the
Group has been removed. Save as the above amendments, all
other terms of the 2019 Loan Agreement remain unchanged
and continue in full force and effect.

On 21 July 2020, the Group and AGL agreed to enter into
a supplemental loan agreement (“2020 Supplemental Loan
Agreement”) to adjust downward the interest rate for each
of the interest period from ten point five per cent (10.5%) of
the Loan per annum to five point five per cent (5.5%) of the
Loan per annum.

The Loan is also secured by a share charge to be executed
by the Borrower in favour of the Lender as a continuing
security and continuing obligation for performance by the
Borrower of its obligations in the 2019 Loan Agreement (as
amended or supplemented by the 2020 Supplemental Loan
Agreement). Pursuant to the share charge, the Borrower will
charge 20% of its share interests in Agria Asia Investments
Limited (“AAIL") to the Lender. AAIL is a company with
limited liability incorporated in the British Virgin Islands and
is wholly-owned by the Borrower. AAIL is indirectly holding a
share equity investment in an agricultural enterprise in New
Zealand through Agria (Singapore) Pte. Ltd, the only and
wholly-owned direct subsidiary of AAIL.

Save and except for the revision on the original interest rate
and the share charge by AGL, all other terms as set out in
the 2019 Loan Agreement remain unchanged.

Pursuant to a resolution passed in a special general meeting
on 12 August 2020, 2020 Supplemental Loan Agreement
was approved.

The annual caps of the maximum principal loan outstanding
for the years ended 31 December 2019, 31 December 2020,
31 December 2021 and period ended 31 July 2022 were
US$10,000,000 (equivalent to HK$78,500,000) for each
year/period.
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The annual caps of the interest amounts for the period from
1 January 2020 to 11 August 2020, period from 12 August
2020 (assumed the effective date of 2020 Supplemental
Loan Agreement) to 31 December 2020, year ended 31
December 2021 and period ended 31 July 2022 were
US$645,000, US$214,000, US$550,000 and US$320,000
respectively (“Annual Caps”). The 2020 Supplemental Loan
Agreement, Annual Caps of the principal loan outstanding
and interest amounts were approved by the shareholders of
the Company at the Company’s special general meeting on
12 August 2020.

As the loan and the annual caps of the aforesaid continuing
connected transaction will expire on 31 July 2022, the Group
entered into a new loan agreement dated 22 April 2022
("2022 Loan Agreement”) with the AGL to renew the loan
and the proposed annual caps from 1 August 2022 to 31
July 2025. All terms as set out in the 2022 Loan Agreement
remain the same as 2020 Supplemental Loan Agreement.

The annual caps of the interest amounts for the period
from 1 August 2022 (assumed the effective date of 2022
Loan Agreement) to 31 December 2022, year ended 31
December 2023, year ended 31 December 2024 and period
from 1 January 2025 to 31 July 2025 were US$231,000,
US$550,000, US$552,000 and US$320,000 respectively.

On 5 December 2024, AGL agreed to increase the share
charge from 20% to 30% of the entire issued share
capital of AAIL so that the Company can maintain a better
recoverability rate.

As the loan and the annual caps of the aforesaid continuing
connected transaction will expire on 31 July 2025, the Group
entered into a loan agreement (“2025 Loan Agreement”)
with the AGL to renew the loan and the proposed annual
caps from 1 August 2025 to 31 July 2028. All terms as set
out in the 2025 Loan Agreement remain the same as 2022
Loan Agreement.
i {

CHINA PIPE GROUP LIMITED # EIE X &£ B ER 2 7

H-E-TF—F—HE-_ZT_ZTF)\
A+—RA ZZEZZEF)\A+=ZH(R
HZBRAB2020/ T E KB ZEAERA
ME—ZT_TF+-A=+—HIH
M2 —F+-A=+—HLFE
FrHE-_E-_—_F+tA=1+—HIH
E - FEEBEFE RS 5 A645,000
XEJT  214,000% 7T * 550,000%% T &
320,000 7T ([FE ER]) o RAFIRK
RER_BE-ZEF/N\A[+-B 870K
HERIAE FHE2020/ T EH

BERASENEAESEIFE LR -

AR B ERERSINERRFE £
ReBEIR_TE-__F+tH=1+—~8”
[Ewm - NEFBEAGLEIZASHA-S
T HFMNA -+ =—HH— ﬁﬁﬁﬁﬁwﬂm
#E([2022B7 ] - UEHER
ERTELRERE mfg::iﬂﬂ
—ABRE-_FE-_RAFELA=+—Hit-
2022 E 5k FTEL AT A 163 ER 20204
TER RS TE o

H-ZE-_—FN\A—H(BXRZALES
02 EMBE) E T -~ F
+-—A=+—BLHM[{ - —F==F
+-A=+—HLFE  —T_OF
T A=t—RHLtFERBAZT_RF
—A—BE-_ZEZ-_AF+tA=1+—HEH
M FE&BFE LRSH4231,000
27T * 550,0002€ 7T * 552,000% 7T &
320,000 7T °

R-ZE-_NMF+_-AHH  AGLAEEMH
20% R D ECIE I EAAILE S E 31 TRR
AHI30% * AR A R4S R(ERN B UK

HRERE FlFERERFNFE £
@%ﬁhﬁ_y_ﬁﬁtﬂ +—BEF
W AREBEAGLERI Y — M ER B
([2025E#Hakl) - NEFE R K iEH
FRI-ReE 2 -_F_AF/\A-FE)
BE_S=N\F+ A=+ Ik - 2025
Bk Pt P B 16k E82022 B 5ok
HERE T o

J



The new annual caps of the interest amounts for the period
from 1 August 2025 (assumed the effective date of 2025
Loan Agreement) to 31 December 2025, year ending 31
December 2026, year ending 31 December 2027 and period
from 1 January 2028 to 31 July 2028 were US$231,000,
US$550,000, US$550,000 and US$321,000 respectively
(“New Annual Caps”). The 2025 Loan Agreement, New
Annual Caps of the principal loan outstanding and interest
amounts were approved by the shareholders of the Company
at the Company’s special general meeting on 9 July 2025.

For the year ended 31 December 2025, the interest income
from AGL amounted to approximately US$550,000,
(equivalent to HK$4,303,000) (2024: US$550,000 (equivalent
to HK$4,320,000)).

As at 31 December 2025, the loan to AGL amounted
to US$10,000,000 (equivalent to HK$78,050,000)
(31 December 2024: US$10,000,000 (equivalent to
HK$77,956,000)).

The independent non-executive Directors of the Company
have reviewed the continuing connected transaction and
confirmed that (i) the entering into of the Loan Agreement,
although it is not conducted in the ordinary and usual
course of business of the Group, it is in the interests of the
Company and the shareholders as a whole; and (ii) the terms
of the loan agreement and the Annual Caps are on normal
commercial terms and are fair and reasonable.

The Company’s auditor was engaged to report on the
Group's continuing connected transaction in accordance
with Hong Kong Standard on Assurance Engagements 3000
“Assurance Engagements Other Than Audits or Reviews
of Historical Financial Information” and with reference to
Practice Note 740 “Auditor’s Letter on Continuing Connected
Transactions under the Hong Kong Listing Rules” issued by
the Hong Kong Institute of Certified Public Accountants.

The auditor has issued an unqualified letter containing its
findings and conclusions in respect of the above mentioned
continuing connected transaction in accordance with Rule
14A756%0f the Listing Rules. A copy of the auditor’s letter
has been prowded by the Company to the Hong Kong Stock
Exchange
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CONNECTED TRANSACTION

The Group entered into the following connected transaction
during the year:

On 21 February 2024, the Group advanced a loan of
HK$2,950,000 to a related party. The loan carries interest at 7%
per annum and repayable by 21 February 2026.

On 24 April 2024, the Group and a related party enter into a
supplemental loan agreement to vary the original loan principal
amount from HK$2,950,000 to HK$5,000,000. The loan was
secured by personal guarantee from the controlling shareholder of
the Company, Mr. Lai Guanglin, the uncle of a related party. Save
as supplemented by the supplemental loan agreement, all other
terms, conditions and provision shall remain unchanged.

For the year ended 31 December 2025, interest income from loan
to a related party amounted to approximately HK$350,000 (2024:
HK$276,000).

Save as disclosed above and in Note 32 to the financial
statements, during the year, there were no connected transactions
or continuing connected transactions of the Company under
Chapter 14A of the Listing Rules which are required to comply
with any of the reporting, announcement or independent
shareholders’ approval requirements under the Listing Rules.

MAJOR CUSTOMERS AND SUPPLIERS

The percentages of purchases and sales for the year attributable
to the Group’s major suppliers and customers are as follows:

—  the largest supplier 25.4%
- five largest suppliers combined 56.1%

—  the largest customer 5.1%
- five largest customers combined 21.0%

None of the Directors, their associates or any shareholder (which
to the knowledge of the Directors owns more than 5% of the
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COMPLIANCE WITH THE CORPORATE
GOVERNANCE CODE

Details of the compliance with corporate governance code of
the Company are set out in the “CORPORATE GOVERNANCE
REPORT” of this Annual Report.

AUDIT COMMITTEE

The audit committee consists of five independent non-executive
Directors, namely Mr. Wong Yee Shuen, Wilson, Mr. Chen Wei
Wen, Mr. Guan Zhigiang, Mr. Wang Chaolong and Ms. Zheng
Yang.

By reference to “A Guide for the Formation of An Audit
Committee” published by the Hong Kong Institute of Certified
Public Accountants, written terms of reference which describe the
authority and duties of the audit committee were prepared and
adopted by the Board of the Company.

The annual results have been reviewed by the audit committee of
the Company.
SUFFICIENCY OF PUBLIC FLOAT

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

AUDITORS

The financial statements have been audited by
PricewaterhouseCoopers who retire and, being eligible, offer
themselves for re-appointment.

By Order of the Board

Lai Fulin
Chairman

Hong Kong, 27 March 2026
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To the Shareholders of China Pipe Group Limited
(incorporated in Bermuda with limited liability)

Opinion

The consolidated financial statements of China Pipe Group Limited
(the “Company”) and its subsidiaries (the “Group”), which are set
out on pages 67 to 167, comprise:

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

o the consolidated income statement for the year then ended,;

o the consolidated statement of comprehensive income for
the year then ended;

o the consolidated statement of changes in equity for the year
then ended;

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

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

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

We conducted our audit in accordance with Hong Kong
Standards on Auditing (“HKSAs") as issued by the HKICPA. Our
responsibilities under those standards are further described in
the Auditor’s Responsibilities for the Audit of the Consolidated
Financial Statements section of our report.

We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our opinion.

Independence

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

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.

The key audit matter identified in our audit is related to net
realisable value of inventories.

-
.

Independent Auditor’s Report

¥ S A S B

RRAOER

BAPCRBEEZEGFMASRHN(EER
PR EITE - RIMEZFER T AR
MR EEEARRE [ZBE LR A MR
FATENRE] O P IEE— SR -

HFIHEE - RPMESHENRRERETRER
EEHRRPIRET B RREER

By

RIEBLB G ASEAN(EXRGENE
ST R CAT RSP R ERR A RF
S EBMBHERBANEBER - RFPBEL
K BEEE - RATLEEITTRIRHEAM
BEBREAML-

FARETSEH

FRRBAFHERERMANEXZHE - BA
HARGEEMBREANBARREENS
A B EHEERMETEREAV TR
REBABREETREN - RATSHE
LERBEHEBOER o

HAER T I WERETFTREEMAT
SRR RIRHE

= //

ANNUAL REPORT 2025 # #f

61



62

Independent Auditor’s Report

383 7 A B ol o

Key Audit Matter
BRETEER

Net realisable value of inventories
Refer to notes 4 and 19 to the consolidated
financial statements.

As at 31 December 2025, inventories of the
Group amounted to approximately HK$196.8
million. As described in the accounting
policies in note 19 to the consolidated
financial statements, inventories are carried at
the lower of cost and net realisable value.

Management applied judgement in
determining the appropmate provisions
for slow moving, obsolete inventories and
inventories with net realisable value below
cost. Net realisable value is determined with
reference to the aging and marketability of
inventories on a product-by-product basis,
and with reference to their latest invoice
prices and current market conditions. An
impairment provision of approximately
HK$10.4 million has been recorded to reduce
the carrying value of certain inventories to
their estimated net realisable value.

We focused on this area due to the size
of the balances and the higher degree of
estimation uncertainty and subjectivity in
management'’s judgement in determining the
net realisable value of the inventories.
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How our audit addressed the Key Audit Matter
BN ET N EERRET SR

Our procedures in relation to management’s assessment on net
realisable value of inventories included:

Understood and evaluated the appropriateness and
consistency of the basis management used in estimating the
level of provision for inventories, and assessed the inherent
risk of material misstatement by considering the degree of
estimation uncertainty and level of other inherent risk factors
such as complexity, subjectivity, changes and susceptibility to
management bias or fraud.

Evaluated the outcome of prior period assessment of inventory
provision to assess the effectiveness of management’s
estimation process.

Checked, on a sample basis, the accuracy of inventory aging
used by management to estimate the appropriate provision for
slow moving and obsolete inventories.

Performed analytics on inventory holding and movement
data to identify products with indication of slow moving or
obsolescence.

Compared the carrying amounts of a sample of inventories
to their net realisable value by checking to their selling price
subsequent to the year end. Where there are no subsequent
sales of the respective products after the year end, we
challenged management as to the realisable value of the
products, corroborating explanations with the aging, sales
orders, historical margins and marketability of the respective
inventories, as appropriate.

Based on the procedures performed, we found the assumptions of
management in relation to assessment on net realisable value of
inventories to be supportable by available evidence.
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Other Information

The directors of the Company are responsible for the other
information. The other information comprises all of the
information included in 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.

Responsibilities of Directors for the Consolidated
Financial Statements

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

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

The directors are responsible for overseeing the Group’s financial
reporting process.
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3 7 A BB e

Auditor’s Responsibilities for the Audit of the
Consolidated Financial Statements

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

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

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

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

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

CHINA PIPE GROUP LIMITED # EIE X &£ B ER 2 7
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Auditor’s Responsibilities for the Audit of the
Consolidated Financial Statements (Continued)

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.

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

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

Independent Auditor’s Report
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Independent Auditor’s Report
3 7 A BB e

Auditor’s Responsibilities for the Audit of the
Consolidated Financial Statements (Continued)

From the matters communicated with the directors, 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 Ng Hiu Tung (practising certificate number:
P05150).

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 27 March 2026

CHINA PIPE GROUP LIMITED # EIE X &£ B ER 2 7
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Revenue
Cost of sales

Gross profit

Other gains, net

Selling and distribution costs
General and administrative expenses

Reversal of /(provision for) impairment

of financial assets
Operating profit

Finance income
Finance costs

Finance income, net

Share of results of an associate

Profit before income tax
Tax expense

Profit for the year attributable
to equity holders of the Company

Earnings per share
Basic and diluted

WA
HERAR

EH

H Aty e H 58
$HE K A
—REITHER

Consolidated Income Statement

Note
k3

ERMEENRERE (BB

ST

BITSIA
MR

BUE O
FEIEBE RNBIZFA

Tt A )
IR H

AREIESFEA
eI F R A

ZRAEN
EARLEE

The above consolidated income statement should be read in

conjunlol with the accompanying notes.

10

11

ir_i

TREg B TR S

For the year ended 31 December 2025
BE-Z-_RAF+-A=t+—RHLFE

2025 2024
—EC-RE —TE
HK$’000 HK$000
FET FET
645,374 783,502
(450,009) (536,554)
195,365 246,948
2,233 78
(21,765) (25,230)
(120,060) (124,057)
24 (5,340)
55,797 92,399
13,175 15,515
(4,746) (7,029)
8,429 8,486
307 -
64,533 100,885
(8,567) (13,665)
55,966 87,220
HK cents HK cents
B JENL
4.20 6.55

A U3 3% E BRER P s — m%u
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Consolidated Statement of Comprehensive Income

W'R (=) ﬂifﬁl‘q&ﬁn%

For the year ended 31 December 2025
HE-_Z-_RAF+-_A=+—HL=FE

Profit for the year

Other comprehensive income:

Item that will not be reclassified
subsequently to profit or loss:
Actuarial (loss)/gain on post-

employment benefit obligations,
net of tax

Item that may be subsequently
reclassified to profit or loss:
Currency translation differences

Other comprehensive income for the
year, net of tax

Total comprehensive income for
the year, net of tax attributable to
equity holders of the Company

CHINA PIPE GROUP LIMITED

Note
k3

AREE i A

Hih 2 EREs:
BREHTEEFFET R T2

EEZHEE:

%%éhﬂﬁ%m#“ﬁ

18),/WE - FRRTRIA®R
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i iniome bt
J o %0
j F1=8

EXEEERLT

2025 2024
—EC-RE —EpE
HK$°000 HK$'000
FET FET
55,966 87,220
(45) 18

324 22

279 40
56,245 87,260
—
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ASSETS

Non-current assets

Property, plant and equipment
Right-of-use assets

Intangible assets

Interest in an associate

Loan to a related company
Loan to a related party

Rental deposits and other assets

Current assets

Loan to a related company

Loan to a related party

Inventories

Trade receivables

Deposits, prepayments and other
receivables

Financial assets at fair value through
profit or loss

Tax recoverable

Pledged bank deposits

Restricted bank balances

Cash and cash equivalents

Total assets

EQUITY
Equity holders

Share capital
Reserves

Total equity

Consolidated Statement of Financial Position

Note

Kt
BE
FRBEE
YE - BB MR E 13
FRAEEE 14
B EE 15
W&%%’ATZ@E* 17
BT —RREAR 20
,\,TA% fREAL 20
HERE NEMERE 20
RBEE
BT EEEQ T 20
BERF—iEiEAL 20
FE 19
B 5 EINFIA 20
e -~ BNE &ﬁm@l&z

20
BARBEFABSZEREE

21
EIEE b
DEIRERITIERR 22
ZR BRI T 23
REeERREEEY 23
BmEE
R
BEEBEEA
b 24
(=] 25

Btz s

The abgve cohsolidated statement of financial position should be
read in/conjunction with the accompanying notes.

e

i E M BIR DL

As at 31 December 2025
RZZE_AFE+_A=+—H

2025 2024
—ECRAE ZE N
HK$’000 HK$'000
FET FET
8,612 10,558
43,286 57,918
1,242 1,256
77,926 =

= 5,000

6,871 7,414
137,937 82,146
= 77,832

5,000 -
196,844 246,388
155,499 195,567
67,368 104,276
1,567 1,519
2,648 79
46,000 46,000

= 1,070
445,006 281,959
919,932 954,690
1,057,869 1,036,836
26,645 26,645
846,641 790,396
873,286 817,041

Eﬁﬁ#xﬂ%ﬂ?ﬁiﬁ}fmﬁ#&—ﬁﬁﬁ
//
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Consolidated Statement of Financial Position

B BRI

As at 31 December 2025
RZZE_RAFE+A=+—H

2025 2024
—E-RF —ZENEF
Note HK$’000 HK$'000
Kzt FET FET
LIABILITIES afE
Non-current liabilities FRBERS
Lease liabilities HEAE 14 25,049 42,559
Deferred tax liabilities FEEFIAAE 27 804 1,092
Other non-current liabilities Hib3EREasE 1,138 1,066
26,991 44,717
Current liabilities REEE
Trade payables, other payables and B SN - M ENFIE
contract liabilities keRAafE 28 80,739 92,554
Taxation payable FERIHRIE 56 8,602
Lease liabilities HEEaRFE 14 24,390 23,467
Borrowings e 26 52,370 50,455
Derivative financial instruments PTHEEmIA 29 37 =
157,592 175,078
Total liabilities BWEE 184,583 219,795
Total equity and liabilities BERREE 1,057,869 1,036,836
Net current assets REEEFHE 762,340 779,612
Total assets less current liabilities #AEERARBERE 900,277 861,758

F6TR167TEMYVBBRREBETFEN

The financial statements on pages 67 to 167 were approved by S
RE

the board of Directors on 27 March 2026 and were signed on its “RFZA-T A IRREFSR
behalf: =.
Lai Fulin 3813 B Yu Ben Ansheng 81 Z 4%
Director 2% Director E% J‘
_
a
/{
° 9 )
he above consolidated statement of financial positio be i AR & B 755 A 50 2R E B BE B B R — G B9

o

o

ead in conjunction with the accompanying notes.
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Consolidated Statement of Changes in Equity

For the year ended 31 December 2025
BE_Z-_hF+_A=T—HIFE

Attrbutable to equity holders of the Company
RATEEREARETD
Share Share Capftal Merger — Statutory Ot Bxchange  Retained
@pitd  premium feserve Tesere Tesere fesenve lesene eamings Total
BE REE  AABRE AR ZERE  EMRE  EIRE  REEN 2%
HKS000 SO0 HKSO00 HKSO0 HKSOO0 HKSUO0 HKSUO0 HKSOO0 HKSO00
AT 7L AT AL T 7T 7T AL T

At1 January 2024 R-E-RE-A-H 26,645 126552 U5 3700 U 2004 14 536,324 729,781
Profit or the year RERE - - - - - - - 81200 8120
Other comprehensive income: Ep2EkE
Actuarial gan on post-employment - BB EFIEMRENE
benefit obligatons, net of tax MRHER - - - - - 18 = = 18
Curency transaton diferences ShpEEE - - - - - - 2 - 2
Total comprehensive income for the year - REE2ENELEE - - - 2 = 18 n 8720 87,60
At 31 Decernber 2024 W-3-ME+-A=1-H 26,645 126552 N5 3700 U 209 169 62354 817,041

-

- » i
The above consolidated statement of changes in equity should b Liitr & éﬁ?ﬂmT 05
read in/conjunction with the accompanying notes. e

-
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Consolidated Statement of Changes in Equity
Eoaeg Eob RS

For the year ended 31 December 2025
HE-_Z-_RAF+-_A=+—HL=FE

Attributable to equity holders of the Company

FEREREAREDS
Share Share Capital Merger ~ Statutory Other  Exchange  Retained
capital ~ premium reserve reserve reserve reserve reseve  eamings Total

B2 BfR  EAGR GHER  ARBR  AMER  ERER  REWA L
SO0 HKSO00  HKSODD  HKSODO  HKSUMD  HKSUMD  HKSUO HKSUMD HKSOW
fé&x  TEx  TEr  TEr  TEL TRt TRt FE1 FEn

At1 January 2025 R-E-3F-A-H 26,645 126,552 A5 3,700 U 229 169 623,544 817,04
Profit or the year RERE - - - - - - - 55,966 55,966
Other comprehensive income: EH2EAE
Acuariallosson post-employment - BEAEFIRENRESE
benefit obligations, netof tax b - - - - = () = = (45)
Currency ranslaton differences KHEEE - - - - - - 3 - £yl
Totel comprehensive income for the year - A% 2ENGEE - - - - - (45) U 55,966 56,245
At 31 December 2025 i 2 g o 26,645 126,552 115 3,700 U 247 493 679,510 813,286
=
«r -
o) =
& ‘/{ :'P/{ =

ST ] " . o 5 N \,
=The above consolidated statement of changes in equity/should be ot 4R & o B2 B0 3K T S B Y BT AT — GF O
ead in conjunction with the accompanying notes. & o
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Cash flows from operating activities

Cash generated from operations
Interest paid

Interest received

Income tax paid, net

Net cash generated from operating activities

Cash flows from investing activities

Purchase of property, plant and equipment
Proceeds from disposal of property,
plant and equipment
Loan to a related party
Payment for acquisition of intangible assets
Payment for acquisition of an associate
Proceeds from disposal of an associate
Net gain on disposal of derivative financial
instruments
Payment for acquisition of bonds
Redemption of bonds
Dividend income from financial assets at fair value
through profit or loss
Dividend received from an associate

Net cash used in investing activities

Cash flows from financing activities

Drawdown of borrowings
Repayment of borrowings

Decrease in restricted bank balance
Principal elements of lease payments

Net cash used in financing activities

Net increase in cash and cash equivalents
Exchange differences

Consolidated Statement of Cash Flows

RETEHIHERE

REXBEL RS
EfHE

EYHE

ENFEREFE

REEHELRSFH

RERDRENE

BANE  BEREE
HEWE - BE k&
ZFTSFUR
BRT—fMEEAL
BEEMEEFE
BEBENTZFE
HEBME AR 2 FTEFA
HEMELRMT AT E

BEER A

EEE

BRABESARRZEREE
I8 LISZ/\

RN

RERSTARSFE
MELYLRERE
RARGE

BEEE
RRBIRITERRD
N LT AR B
BERDMARSFR

ReRRESEYIE TR
fEHEE

Cash and cash equivalents at beginning of the year F#12 & 3R & SEY

Cash and cash equivalents at end of the year

FRZBTRAELEEY

The ab%ve ‘con‘solidated statement of cash flows should be read in

conjunlo! with the accompanying notes.
|

O BlEimEE

For the year ended 31 December 2025
BE-Z-_RAF+-A=t+—RHLFE

2025 2024
—ECRE “EmEF

Note HKS$'000 HK$000
Wizt FET FET
31 196,543 102,892
(4,700) (6,962)

13,590 15,441
(19,962) (10,953)

185,471 100,418
13 (1,612) (2,498)
31 224 55
32(e) - (5,000)
15 (391) (1,206)
(2,147) =

2,199 =

232 =

(5,497) =

5,497 =

86 82

228 =
(1,181) (8,567)

253,953 421,503
(252,038) (433,216)
1,070 =
(25,151) (26,124)
(22,166) (37,837)
162,124 54,014
923 (1,299)
23 281,959 229,244
23 445,006 281,959
Eiz s 3R & 8 5 FE R B I B 5 — OF B3
" /”
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Notes to the Consolidated Financial Statements

B B R W

1. General information 1. —REHR
China Pipe Group Limited (the “Company”) and its FREEEEGRAR([AAA]) RE
subsidiaries (together the “Group”) are principally engaged WB R (HBIAEE]) TENFEE
in trading of construction materials, mainly pipes and fittings. MEH(EERBENEH) 2B -
The Company is a limited liability company incorporated in ARvlR—HERRESMEKIZE
Bermuda. The address of its registered office is Victoria Place, PRAA] - FEf 9 EEERLMA Victoria Place,
5th Floor, 31 Victoria Street, Hamilton HM 10, Bermuda. 5th Floor, 31 Victoria Street, Hamilton
The Company'’s shares are listed on the Main Board of The HM 10, Bermuda ° ANA AR (D TE & BB
Stock Exchange of Hong Kong Limited (“Hong Kong Stock BRGMARAR (BB ER
Exchange”). T
These consolidated financial statements are presented in BRIESBATIE - NRE P BHmE BT
Hong Kong dollars (“HK$"), unless otherwise stated. These (BT 273 o KNrE M B MK E LS
consolidated financial statements have been approved for Exgua T "F=-A=-+tHitE
issue by the Board of Directors on 27 March 2026. e

2. Basis of preparation 2. mBEE
The consolidated financial statements of the Group have REEWEE MR DBBEE SRS
been prepared in accordance with HKFRS Accounting MmAag((BALHMAE]) BMNES
Standards (“HKFRSs”) as issued by the Hong Kong Institute MBS EN((FEMBRESE
of Certified Public Accountants (“HKICPA”) and the 8] REB R REGI(F622E) M #E
disclosure requirements of the Hong Kong Companies ERIRR o

Ordinance (Cap. 622).

HKFRS Accounting Standards comprise the following BEARMBHREEH B E U TREX
authoritative literature: f

e Hong Kong Financial Reporting Standards; o  EEMBIREER

e Hong Kong Accounting Standards; and o HAGHEA UK

e Interpretations developed by the HKICPA. o FEEHMAGRAETHRE o
The financial statements have been prepared on a historical BRUARAAREBENEAEEZH T ABEN
cost basis, except for the revaluation of financial assets CRMEERITESRIEIN - BMBHRE
at fair value through profit or loss and derivative financial AR SRR A E MRS o

instruments, which are carried at fair value.

o

75 %
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Notes to the Consolidated Financial Statements

2. Basis of preparation (Continued)

The preparation of financial statements in conformity
with HKFRSs requires the use of certain critical accounting
estimates. It also requires management to exercise its
judgement in the process of applying the Group’s accounting
policies. The areas involving a higher degree of judgement
or complexity, or areas where assumptions and estimates
are significant to the consolidated financial statements, are
disclosed in Note 4.

(a) Amended standards adopted by the Group

The Group has applied the following amended
standards for its annual reporting period commencing 1
January 2025:

Amendments to HKAS 21 Lack of Exchangeability

The amendments listed above did not have any impact
on the amounts recognised in prior periods and are not
expected to significantly affect the current or future
periods.

(b) New and amended standards and interpretation
not yet adopted

Certain new standards, amendments to accounting
standards and interpretation have been published that
are not mandatory for 31 December 2025 reporting
period and have not been early adopted by the Group.

B A B R W

mRERE @)

RETTE BBV B ME SR A K
* - ABGRETHEHRNEG G - B
N EEEBERALNSRE ST EERN
BIZRELHE - PReEAHERSE
BRENEBAHGEVBRRBE
REBRMEETEER - 204N
B o

(a) AEEZRAMAEETER

REBENR-_Z-_HE—A—HBH
IR FEREHERUTEIERTE
gl :

BAGRTEAE  REABNE
215R(IERTAS)

BT AEBEHRERN SR
WEERFZE - AR SR
B AR HARER A EARE -

(b) F= RERANATHTET R AR IBET 2
EUpSEES
ETHETRER - 2 ER (BFT
R)ERBERMELER —F
“HET-A=t—HBEHHELE
M AEB IR TR o

=
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Notes to the Consolidated Financial Statements

B B R W

2. Basis of preparation (Continued)

(b) New and amended standards and
interpretation not yet adopted (Continued)

Amendments to HKFRS 9
and HKFRS 7

Amendments to HKFRS 9
and HKFRS 7

Amendments to HKFRS 1,
HKFRS 7, HKFRS 9,
HKFRS 10 and HKAS 7

HKFRS 18

Amendment to the
Classification and
Measurement of Financial
Instruments'

Contracts Referencing
Nature-dependent Electricity’

Annual Improvements to HKFRS
Accounting Standards -
Volume 11"

Presentation and Disclosure
in Financial Statements?

HKFRS 19 and Amendments Subsidiaries without Public

to HKFRS 19

HK Int 5 (Revised)

Amendments to HKAS 21

Amendments to HKFRS 10

and HKAS 28

Accountability: Disclosures?

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

Translation to a
Hyperinflationary
Presentation Currency?

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

2. REEEm@®

(b) 15K 5 #h 0 57 3T R 4G5 3T o

B 2% (F)

BAMBHRELER SBMIANER
FORRERHE  HENEBE]
REERIETHR
(1EFTA)

BRI HREEL  HREAKER
FORREBHE  EINEL
HEERIFETHR
(1BETA)

EATHMELR BATHREE
F5 - BBHB  RgERZ
WEERF7HR . FENE-F
BB BImELE 1%

RIS - BAH
BIRELAF10

SRBEBERE
BIZE75% (1BRTA)
BN HRELR  HHBERNED
£185% &
EAPMBREELER  FLREEMENR
FIORREEY  BRAAMEE?
BIREERIZE19
5 (IBETA)
BEREESH FHmENE
(f&37) RN
SHRENE
BT E R
B o8
Eh e EAE BEUHBREWRE
UACHE) BT R EE 2
BEMEHREER REFHRERE
FIRREEE  SAEREZ
FTAERIZ528 57 BMEENE
(CHEN) sE 43

1 effective for annual periods beginning on or after 1
January 2026

2 effective for annual periods beginning on or after 1
January 2027

3 effective date to be determined

CHINA PIPE GROUP LIMITED #EIBE ¥ KB ER 2 A
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Notes to the Consolidated Financial Statements

2. Basis of preparation (Continued)

The Group plans to adopt the above new standards and
amendments to existing standards when they become
effective. According to the preliminary assessment made
by the directors of the Group, expected for the impact
of HKFRS 18 as set out below, these new standards and
amendments to existing standards and interpretation
are either not relevant to the Group or not significant
to the financial performance and positions of the Group
when they become effective.

HKFRS 18 — Presentation and Disclosure in Financial
Statements

HKFRS 18 will replace HKAS 1 “Presentation of
Financial Statements”, introducing new requirements
that will help to achieve comparability of the financial
performance of similar entities and provide more
relevant information and transparency to users. Even
though HKFRS 18 will not impact the recognition or
measurement of items in the consolidated financial
statements, its impacts on presentation and disclosure
are expected to be pervasive, in particular those related
to the statement of financial performance and providing
management-defined performance measures within the
financial statements.

Management is currently assessing the detailed
implications of applying the new standard on the
Group’s consolidated financial statements. From the
high-level preliminary assessment performed, the
following potential impacts have been identified:

(i)

[ P

Although the adoption of HKFRS 18 will have
no impact on the Group’s profit for the year, the
Group expects that grouping items of income and
expenses in the consolidated income statement
into the new categories will impact how operating
profit is calculated and reported. Foreign exchange
differences currently aggregated in the line item
‘Other gains, net’ in profit before tax might need
to be disaggregated, with some foreign exchange
gains or losses presented below operating profit.
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Notes to the Consolidated Financial Statements

B B R W

2. Basis of preparation (Continued)

(b) New and amended standards and
interpretation not yet adopted (Continued)

HKFRS 18 — Presentation and Disclosure in Financial
Statements (Continued)

(ii)

(iii)

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

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

—  management-defined performance measures;

— a break-down of the nature of expenses
for line items presented by function in the
operating category of the consolidated
income statement — this break-down is only
required for certain nature of expenses; and

—  for the first annual period of application
of HKFRS 18, a reconciliation for each line
item in the consolidated income statement
between the restated amounts presented
by applying HKFRS 18 and the amounts
previously presented applying HKAS 1.
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Notes to the Consolidated Financial Statements

B A B R W

2. Basis of preparation (Continued) 2. mBEEE@®E
(b) 1= ARERA B FRT R RIEFT V%

(b) New and amended standards and

interpretation not yet adopted (Continued)

HKFRS 18 — Presentation and Disclosure in Financial
Statements (Continued)

(iv) From a cash flow statement perspective, there will
be changes to how interest received and interest
paid are presented. Interest paid will be presented
as financing cash flows and interest received as
investing cash flows, which is a change from
current presentation as part of operating cash
flows.

The Group will apply the new standard from
its mandatory effective date of 1 January 2027.
Retrospective application is required, and so the
comparative information for the financial year ending
31 December 2026 will be restated in accordance with
HKFRS 18.
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3. Financial risk management 3.

3.1 Financial risk factors

4

The Group's activities expose it to a variety of financial
risks: market risk (including foreign exchange risk and
interest rate risk), credit and counterparty risk and
liquidity risk. The Group’s financial risk management
focuses on the unpredictability of financial markets
and seeks to minimise potential adverse effects on the
Group's financial performance by actively managing
debt level and cash flow in order to maintain a strong
financial position and minimising refinancing and
liquidity risks by attaining healthy debt repayment
capacity, appropriate maturity profile and availability of
banking facilities.
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Notes to the Consolidated Financial Statements

B B R W

3.

CHINA PIPE GROUP LIMITED

Financial risk management (Continued)

3.1 Financial risk factors (Continued)

(a) Market risk

()

Foreign exchange risk

The Group operates principally in Hong Kong
and in Macau with minor operations in the
Chinese Mainland and is exposed to foreign
exchange risk arising from various currency
exposures, primarily with respect to the
United States dollars (“USD"), Macau Pataca
("MOP”) and Renminbi (“"RMB"). Foreign
exchange risk mainly arises from future
commercial transactions, recognised assets
and liabilities, which are denominated in a
currency that is not the functional currency
of the group entities. In order to mitigate
the foreign currency risk, the Group has
been closely monitoring its foreign currency
exposure and requirements and will arrange
for any hedging facilities if necessary.

As HK$ is pegged against USD and MOP is
pegged against HK$, the Group is exposed
to limited exchange rate fluctuation. As a
result, the exchange rate risk exposure in
respect of USD and MOP are not significant.
While for RMB, the exchange rate fluctuation
is relatively volatile. At 31 December 2025,
if RMB had strengthened/weakened by
5% (2024: 5%) against HK$ with all other
variables held constant, post-tax profit would
have been HK$52,000 (2024: HK$26,000)
higher/lower respectively mainly as a result of
foreign exchange gains/losses on translation
of RMB-denominated financial assets and
liabilities.
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3.

Notes to the Consolidated Financial Statements

Financial risk management (Continued)

3.1 Financial risk factors (Continued)

(a) Market risk (Continued)

‘-

(i)

Interest rate risk

The Group's income and operating cash flows
are substantially independent of changes in
market interest rates. The Group's interest-
bearing assets mainly include loan to a related
company, loan to a related party and bank
balances and deposits, details of which have
been disclosed in Notes 20, 22, 23 and 32.
The Group’s exposure to changes in interest
rates is also attributable to its borrowings,
details of which have been disclosed in Note
26. Borrowings carry at floating rates expose
the Group to cash flow interest-rate risk
whereas those carry at fixed rates expose the
Group to fair value interest-rate risk. As at 31
December 2025, approximately 31% (2024:
18%) of the Group's borrowings were carried
at floating rates and expose the Group to
cash flow interest-rate risk. The Group has
not used any interest rate swaps to hedge its
exposure against cash flow interest-rate risks.

As at 31 December 2025, if interest rate
has increased/decreased by 100 (2024:
100) basis points with all other variables
held constant, post-tax profit for the year
ended 31 December 2025 would have been
HK$136,000 (2024: HK$76,000) lower/
higher, mainly as a result of increase/decrease
in interest expense on bank borrowings.
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Notes to the Consolidated Financial Statements

B B R W

3.

CHINA PIPE GROUP LIMITED

Financial risk management (Continued)

3.1 Financial risk factors (Continued)

(b) Credit and counterparty risk

()

Risk management

Credit risk mainly arises from bank deposits,
restricted bank balances, trade receivables,
deposits and other receivables, loan to a
related company and loan to a related party.
The carrying amounts of these balances
substantially represent the Group’s maximum
exposure to credit and counterparty risk in
relation to financial assets.

As at 31 December 2025 and 2024, all the
bank deposits are deposited in high quality
financial institutions without significant credit
risk. The credit risk on bank deposits is limited
because 39% (2024: 45%) of the Group's
bank balances are placed with subsidiaries of
state-owned banks and the rest are placed
with other reputable financial institutions.
Management does not expect any loss from
non-performance of these banks.

In order to minimise the credit risk, the
management of the Group has delegated a
team responsible for determination of credit
limits, credit approvals and other monitoring
procedures to ensure that follow-up action
is taken to recover overdue trade and other
receivables.
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Notes to the Consolidated Financial Statements

3. Financial risk management (Continued)

3.1 Financial risk factors (Continued)

(b) Credit and counterparty risk (Continued)

(@

Risk management (Continued)

Rental deposits made to landlords are also
considered to be of low risk. In this regard,
the directors of the Company consider that
the Group's credit risk is significantly reduced.
Other than the loan to a related company and
loan to a related party as mentioned below,
the Group has no significant concentration
of credit risk, with exposure spread over a
number of counterparties and customers.

In respect of the loan to a related company,
as detailed in Note 32(d), the Group obtained
share charge executed by the borrower and
guarantees executed by the guarantor in
favour of the Group as a continuing security
and continuing obligation for performance
by the borrower of its obligations to minimise
the credit risk.

In respect of the loan to a related party, as
detailed in Note 32(e), the Group obtained
guarantee executed by the guarantor in
favour of the Group as a continuing security
and continuing obligation for performance
by the borrower of its obligations to minimise
the credit risk.
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Notes to the Consolidated Financial Statements

B B R W

3.

CHINA PIPE GROUP LIMITED

Financial risk management (Continued)

3.1 Financial risk factors (Continued)

(b) Credit and counterparty risk (Continued)

(i)

Impairment of financial assets
Trade receivables

The Group applied the HKFRS 9 simplified
approach to measuring expected credit losses
which uses a lifetime expected loss allowance
for all trade receivables.

To measure the expected credit losses,
trade receivables have been grouped with
similar risk characteristics and, collectively or
individually, assessing them for likelihood of
recovery.

For trade receivables relating to accounts in
which there are objective evidence that the
debtor faces significant financial difficulties
or enter liquidation, they are assessed
individually for impairment allowance. A
reversal of financial assets of HK$70,000 was
made as at 31 December 2025 (2024: specific
loss allowance of HK$4,932,000).

The Group categorises its trade receivables,
except those individually assessed, based
on shared credit risk characteristics and the
days past due. The expected loss rates are
based on the payment profiles of sales over
a period of 12 months before 31 December
2025 and the corresponding historical credit
losses experienced within this period. The
historical loss rates are adjusted to reflect
current and forward-looking information on
macroeconomic factors affecting the ability
of the customers to settle the receivables.
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3. Financial risk management (Continued) 3.

3.1 Financial risk factors (Continued)

Notes to the Consolidated Financial Statements

(b) Credit and counterparty risk (Continued)

(i)

Impairment of financial assets (Continued)

Trade receivables (Continued)

The expected credit loss rate for the
remaining trade receivables is determined as

follow:

As at 31 December 2025 R=ZE=F1 &

Collective assessment
Within credit period
1 to 30 days

31 to 90 days

Over 90 days

As at 31 December 2024

Collective assessment
Within credit period
1 to 30 days

31 to 90 days

Over 90 days

B A B R W
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3.1 BIEKRREZEE)

(b) FERXEHEEE)

(i) TEEEREGE)
B 5 A ()
TR B 5B RGRIERTE
HEEBBEXETW
™
Lifetime Gross Lifetime Net
expected carrying expected carrying
loss rate amount credit loss amount
2HFES 2 HTEH
FEFERX KRELE FEF5E KREFE
% HK$'000 HK$’000 HK$'000
Bt FET FET FET
+=A=+-H
R
EEHA 0.88 94,195 (824) 93,371
1RXZE30K 0.88 31,397 (275) 31,122
31 REI0K 1.33-2.80 27,439 (529) 26,910
HBEI0K 8.54 - 72.32 9,123 (5,027) 4,096
162,154 (6,655) 155,499
Lifetime Gross Lifetime Net
expected carrying expected carrying
loss rate amount  credit loss amount
2 HATE A 2 HATE AR
EEBBEX FEMAE FEBE EFEFE
% HK$'000 HK$000 HK$000
B FET FET FET
RZTZME
+-A=+—H
SEERHA
EEHA 0.67 123,539 (828) 122,711
1RE30K 0.67 36,610 (245) 36,365
31 RK290K 0.97-2.00 33,398 (452) 32,946
HiBI0K 3.14 - 23.26 3,743 (198) 3,545
- ]
i 197,290 /71 ,723) 195,567
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Notes to the Consolidated Financial Statements

B B R W

3.

CHINA PIPE GROUP LIMITED

Financial risk management (Continued)

3.1 Financial risk factors (Continued)

(b) Credit and counterparty risk (Continued)

(i)

Impairment of financial assets (Continued)

Other financial assets at amortised cost

The directors of the Group consider the
probability of default upon initial recognition
of asset and whether there has been
significant increase in credit risk on an
ongoing basis. To assess whether there is a
significant increase in credit risk, the Group
compares risk of a default occurring on the
assets as at the reporting date with the risk
of default as at the date of initial recognition.
Especially the following indicators are
incorporated:

e actual or expected significant adverse
changes in business, financial or
economic conditions that are expected
to cause a significant change to the
company’s ability to meet its obligations;

e  actual or expected significant changes in
the operating results of the company;

e significant changes in the expected
performance and behavior of the
company, including changes in the
payment status of the counterparty.

Regardless of the analysis above, a significant
increase in credit risk is presumed if a debtor
is more than 90 days past due in making a
contractual payment/repayable demanded.
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3.

Notes to the Consolidated Financial Statements

Financial risk management (Continued)

3.1 Financial risk factors (Continued)

(b) Credit and counterparty risk (Continued)

(i) Impairment of financial assets (Continued)

Other financial assets at amortised cost
(Continued)

The loss allowance for other financial
assets at amortised cost as at 31 December
2025 amounted to HK$201,000 (2024:
HK$154,000) as detailed in Note 20.

Impairment losses on trade receivables and
other financial assets at amortised cost are
presented as net impairment losses within
operating profit. Subsequent recoveries of
amounts previously written off are credited
against the same line item.

(c) Liquidity risk

‘-

Prudent liquidity risk management includes
maintaining sufficient cash and availability of
funding from an adequate amount of committed
credit facilities. Management maintains rolling
forecast of the Group’s liquidity reserves which
comprises undrawn banking facilities and cash and
cash equivalents, on the basis of expected cash
flows.

The table below analyses the Group’s financial
liabilities into relevant maturity groupings based
on the remaining period at the date of financial
reporting to the contractual maturity date. The
amounts disclosed in the table are the contractual
undiscounted cash flows.
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Notes to the Consolidated Financial Statements

B S B R M

3.

At 31 December 2025

Trade and other payables

Borrowings

Interest payment on
borrowings

Lease liabilities

Interest payment on lease
liabilities

Derivative financial
instruments

At 31 December 2024

Trade and other payables

Borrowings

Interest payment on
borrowings

Lease liabilities

Interest payment on lease
liabilities

Financial risk management (Continued)
3.1 Financial risk factors (Continued)

(c) Liquidity risk (Continued)
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Notes to the Consolidated Financial Statements

Financial risk management (Continued)

3.2 Capital risk management

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

In order to maintain or adjust the capital structure, the
Group may adjust the amount of dividends paid to
shareholders, return capital to shareholders, issue new
shares or sell assets to reduce debt.

Consistent with others in the industry, the Group
monitors capital on the basis of the gearing ratio. This
ratio is calculated as total bank borrowings divided by
total equity.

The Group's strategy was to maintain a solid capital
base to support the operations and development of its
business in the long term. Given its existing principal
business, management considers a gearing ratio as
measured by total bank borrowings to total equity of
not more than 50% as solid and reasonable. The table
below analyses the Group's capital structure at 31
December 2025 and 2024 as follows:

Total borrowings BEE
Total equity HarEn

BEERMBLE

Gearing ratio
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BELRRIRITE SRR AGHE

soa
J/]ILﬁ-I— 5 °

$%lz EHEBRNESE
ME%§%$%IW%%%L
&%E ERIREF 2 E B R
IBE 7 %&ﬁﬁ%ﬁwﬁﬁﬂﬂﬂ
it E 2 BEABEEENRS0%
MTﬁ%%&&Aﬁ TRARE
ER AR T _NF+=
A= + BEARBZ O

2025 2024
—ERF —EFoEF
HK$’000 HK$°000
FET FET
52,370 50,455
873,286 817,041
6% 6%
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/
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Notes to the Consolidated Financial Statements

B B R W

The carrying value of trade receivables, other loans
and receivables, bank balances and deposits, trade and
other payables, lease liabilities and borrowings are a
reasonable approximation of their fair values. The fair
value of financial liabilities for disclosure purposes is
estimated by discounting the future contractual cash
flows at the current market interest rate that is available
to the Group for similar financial instruments.

The table below analyses the Group’s financial
instruments carried at fair value as at 31 December
2025 and 2024 by level of the inputs to valuation
techniques used to measure fair value. Such inputs are
categorised into three levels within a fair value hierarchy
as follows:

— quoted prices (unadjusted) in active markets for
identical assets or liabilities (level 1)

— inputs other than quoted prices included within
level 1 that are observable for the asset or liability,
either directly (that is, as prices) or indirectly (that is,
derived from prices) (level 2)

—  inputs for the asset and liability that are not based
on observable market data (that is, unobservable
inputs) (level 3)

CHINA PIPE GROUP LIMITED # EIE X &£ B ER 2 7

3. Financial risk management (Continued) 3. MERKREE@
3.3 Fair value estimation 3.3 AREEME
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Notes to the Consolidated Financial Statements

Financial risk management (Continued)

3.3 Fair value estimation (Continued)

Fair value
Hierarchy
RREBEER

Financial assets CREE Level 2
- Investment funds -REES E-H

There were no transfers between levels 1 and 2 during
the year.

The fair value of financial instruments that are not
traded in an active market (for example, over-the-
counter derivatives) is determined by using valuation
techniques. These valuation techniques maximise the
use of observable market data where it is available and
rely as little as possible on entity specific estimates.
It includes quoted market price or dealer quotes for
similar instruments. If all significant inputs required to
fair value an instrument are observable, the instrument is
included in level 2.

B A B R W

%R EE ®)
3.3 AREEME @)
Fair value Fair value
as at as at

31 December 2025 31 December 2024
R-ZE-HF RZZTZmF
t=A=t-8  t-A=t-8

MAREE WA EE
HKS 000 HK$'000
TET TR
1,567 1,519

FERNF1HRF2E 7 M mEE
%0

YTEREZBEMBEEEZ S
BT HEBEIITETR)
HERARBEDNERGBERAE
E o ZSHEFEEENA
B B] BB T 45 BUS 2 BURK
WTERERVEBERBE G
i BREEUERIANT
S RB L SER TRE o fH—
CRITEMNARBEREZF
BEANGASBEHG TEAR
AlZemITARAE_E -
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Notes to the Consolidated Financial Statements

B B R W

Critical accounting estimates and judgements

Estimates and judgements of the Company are continually
evaluated and are based on historical experience and other
factors, including expectations of future events that are
believed to be reasonable under the circumstances. The
estimates and assumptions that have a significant risk of
causing a material adjustment to the carrying amounts of
assets and liabilities of the Group are discussed below.

(a) Provision for impairment of inventories

The management of the Group reviews the
marketability of inventory items at the end of each
reporting period, and makes allowance for obsolete
and slow-moving inventory items identified that are no
longer suitable for sale. The management estimates the
net realisable value for inventories based primarily on
the latest invoice prices and current market conditions.
The Group carries out an inventory review on a product-
by-product basis at the end of each reporting period
and makes provision for obsolete items.

Revenue and segment information

The Executive Directors of the Company have been
identified as the chief operating decision-maker (“CODM").
Management determines the operating segments based on
the Group’s internal reports, which are then submitted to the
CODM for performance assessment and resources allocation.

The Executive Directors assess the performance of the
operating segment based on a measure of profit before
income tax and regard there to be only one operating
segment — trading of construction materials, mainly pipes
and fittings. Accordingly, segment disclosures are not
presented.

The revenue from contracts with customers recognised
during the years ended 31 December 2025 and 2024 are
trading of construction materials, mainly pipes and fittings,
all of which were recognised at a point in time.

CHINA PIPE GROUP LIMITED # EIE X &£ B ER 2 7

RS R hat KA E

ARABERRLREMAR(BEY
HEEMHEH 2 A B TR HIR
IERAE AT R FIE - AT REEAR
REFAKEEERAGE ZREEAEF
HEARFHE 2 At RRRZ 5

(a) FERERE

AEEEEENS 2HRPRESTF
SHEB ZHERNRTHERSTH
EAIHE 2B KRBT m T
B - EEEXERBSRONCE
SEREBATRGEFFEZA#
BFE - ARERE2HRARYEE
BEMETHFESESZ  YHBRKM
LB -

WA R 7 RRE R
HITESHRRE/ANRRAZ ARKER
RE(BERKLERRE]) - EHESR
BAKENABREEELLESH - R
BRI 4 BERERREETEMGHE
MERDE

HITEF RN AR M & R R
REDHOKRE - YRR/ARBRA—
EREDMW-EEMHES TBRE
BNEM - Eltt - WEE 50 EPIEE -

BE_Z_AFEK-_ZT_MF+_A
—+—HIFEETEFERMHPTA SE
EMEES  TBREBEMNEMH @ 9N
K2R -



Notes to the Consolidated Financial Statements

5. Revenue and segment information (Continued)

Accounting policies of revenue recognition

()

(i)

Sale of goods — wholesale

The Group sells a range of pipes and fittings. Sales are
recognised when control of the products has been
transferred, being when the products are delivered to
the customers, the customer has full discretion over
the products, and there is no unfulfilled obligation that
could affect the customer’s acceptance of the products.

Delivery occurs when the products have been shipped
to the specified location, the risks of obsolescence and
loss have been transferred to the customer, and either
the customer has accepted the products in accordance
with the sales contract, the acceptance provisions have
lapsed, or the Group has objective evidence that all
criteria for acceptance have been satisfied.

Revenue from the sale of goods is based on the price
specified in the sales contracts. Accumulated experience
is used to estimate provision for returns.

A receivable is recognised when the products
are delivered as this is the point in time that the
consideration is unconditional because only the passage
of time is required before the payment is due.

Deposits collected from the customers before product
delivery are recognised as contract liabilities.

Sale of goods - retail

The Group operates a chain of retail stores selling pipes
and fittings products. Revenue from the sale of goods
is recognised when a group entity sells a product to
the customer. Payment of the transaction price is due
immediately when the customer purchases the product
and takes delivery in store.

B A B R W

5. WARZDRESR @)

WA FERR 2
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(i)
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Notes to the Consolidated Financial Statements

SR B R R P T

5. Revenue and segment information (Continued) 5. WARDIER @)
Geographical information ED FHER
The Group is domiciled in Hong Kong. The Group's revenues REEFZRES - REBIRME D IHH
from external customers by geographical location are REIEEFHIRALT -

detailed below:

Revenue

L'ON

For the year ended 31 December

BE+T-A=t—HLEE

94

Hong Kong
Macau
Chinese Mainland

&5
!
A

The Group’s non-current assets by geographical location are

detailed below:

Hong Kong
Macau
Chinese Mainland

&
BT
B

CHINA PIPE GROUP LIMITED #EIBE ¥ KB ER 2 A

2025 2024
—E_REF —E-UFE
HK$'000 HK$'000
FET FET
601,360 725,054
30,770 51,130
13,244 7,318
645,374 783,502

AEBEIZE D B FEREEEMN T ¢

2025 2024
—E_RfF —EgF
HK$000 HK$'000
FHT FET
134,912 78,630
1,882 2,371
1,143 1,145
137,937 82,146
_—

«r =

F  a



Notes to the Consolidated Financial Statements

5. Revenue and segment information (Continued)
Liabilities related to contracts with customers

The Group has recognised the following liabilities related to
contracts with customers:

Contract liabilities — receipts ARBE—TERER (HI5E28)

in advance (Note 28)

Contract liabilities for sales of goods contracts have
decreased by HK$3,175,000 due to the net effect of addition
and utilisation of contract liabilities.

The following table shows how much of the revenue
recognised in the current reporting period relates to carried-
forward contract liabilities:

Revenue recognised that was included ~ F¥IR& B & E#A5E
in the contract liabilities balance at the B RERAURA
beginning of the year

B A B R W

WAR D EBE R @)
HEFSRAENAE
AEECDERATREFAREARNEA

&

2025 2024
—E_RfF —EoF
HK$’000 HK$000
FET FEIT
21,509 24,684

HEEMAERMARABERD T
3,175,000 7T * EAREREERN
HEANFNFI R B0 FE o

TRER T EAXARE HREERNEAT
Bz LEZEARAGEHER

2025 2024
—E-RF —T g
HK$000 HK$°000
FET FET
11,706 7,425

D |

ol
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Notes to the Consolidated Financial Statements

B B R W

Other gains, net 6. Hfttz=F5E
2025 2024
—E-RE —EO4F
HK$°000 HK$'000
FErT FET
Net exchange gain/(loss) bE 5 e, (B518) F 58 1,437 (129)
Gain on lease modification HEBkR 2z W - 6
Gain on early termination of lease RAMR IEFA LY 2 e 260 42
Net gain on disposal of property, LEMZE - BB R BT
plant and equipment %Ei 224 44
Loss on disposal of an associate (Note 17) &8 A 7] 2 E518 (FI7E17) (15) =
Net gain on disposal of derivative HEMTESm T A 2 e F 5
financial instruments 232 -
Gain/(loss) on financial assets at fair value I QA 7 BETABRZ 2 BEE
through profit or loss ZWas (&) 46 (17)
Net fair value loss on derivative financial #$T4£% 8 T A2 A FEE
instruments R (37) =
Dividend income from financial assets & AR BEFF ABRZ
at fair value through profit or loss TRIEEZIREWA 86 82
Hong Kong Government grants BERWNHEY = 50
2,233 78
J'
P%:” =
o

CHINA PIPE GROUP LIMITED # EIE X &£ B ER 2 7



Notes to the Consolidated Financial Statements

Expenses by nature

Cost of inventories sold (Note 19)
Amortisation of intangible assets (Note 15)
Auditor’s remuneration:
— Audit services
— Non-audit services
Depreciation of property, plant and
equipment (Note 13)
Depreciation of right-of-use assets (Note 14)
Employee benefit expenses (Note 8)
Short-term and low-value lease expenses
(Note 14)
(Reversal of)/provision for impairment
of financial assets
Provision for/(reversal of) and
write-off of inventories, net
Other expenses

Representing:

Cost of sales

Selling and distribution costs

General and administrative expenses

(Reversal of)/provision for impairment
of financial assets

7. BAXME

PO

Operating profit is arrived at after charging/(crediting): K&

g

EHEZFERA (HE19)
B EEREE (FHRE15)
EENN S -

— B AR
— TR

Y - B MERETE
(FF3E13)

FEREEENE MiE14)
1B B @ FIF S (FIEEs)
RHREEEREEA
(FFE14)
CRMEEN
RAE (B3 B
FERE(B#) &
HAFi

K&
SHE R
—RRITEE R
CREERN

RAE (E15) Rt

B A B R W

FTyHRR (GEA) THIIR R 1&3%

2025 2024
—E_RF —E-UFE
HK$000 HK$°000
FET FET
438,695 526,090
405 223
1,450 1,430
255 218
3,578 3,178
23,456 24,755
81,939 88,560
1,190 566
(24) 5,340
3,237 (514)
37,629 41,335
591,810 691,181
450,009 536,554
21,765 25,230
120,060 124,057
(24) 5,340
591,810 691,181
D |
//
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Notes to the Consolidated Financial Statements

B S B R M

8. Employee benefit expenses (including

directors’ emoluments)

Wages, salaries and other benefits ITE - #FrekEMmER
Pension costs - defined contribution plans B K& A — & FB G2

(a) Five highest paid individuals (a)

The five individuals whose emoluments were the
highest in the Group for the year include two (2024:
three) directors whose emoluments are reflected in the
analysis shown in Note 34. The emoluments paid to the
remaining three (2024: two) individuals were as follows:

Salaries and other short-term
employee benefits

Discretionary bonus

Pension costs - defined contribution
plans

e kHEERREEREN
BIBTEAL

BRINERA - EBEHRETE

98 CHINA PIPE GROUP LIMITED F EZE X &£ BAER A A

8. EERIMX(EEEMHE)

2025 2024

—EC-RE —T g

HK$’000 HK$'000

FET FHET

79,572 86,071

2,367 2,489

81,939 88,560
hfuERSHEAL

RER > AEBRURSHFALTE

M (CE-NFE: =) EF

EHSE R340 DT R -

RHFEB=( (T _UEF  —f1)
ALTZB&T :

2025 2024

—EC-RE —T

HK$'000 HK$'000

FET FEIT

5,231 3,799

2,115 1,545

54 36

7,400 5,380

L/

. .



Notes to the Consolidated Financial Statements

LR e A R B 5
8. Employee benefit expenses (including 8. EEGEAMX(EES=MS) @
directors’ emoluments) (Continued)
(a) Five highest paid individuals (Continued) (a) AVBREHFAL@E)
The emoluments of the three (2024: two) individuals fell —Z(CENF  —R)ReFA
within the following bands: T2 HFMNFTHIEHE -
2025 2024
“ECRF —EE
HK$1,000,001-HK$ 1,500,000 1,000,001 78— 1,500,00078 7T = =
HK$1,500,001-HK$2,000,000 1,500,001/ 7T —2,000,0007 7T 1 1
HK$2,000,001-HK$2,500,000 2,000,001 7T —2,500,000/8 7T 1 -
HK$2,500,001-HK$3,000,000 2,500,001 7T — 3,000,000/ 7T = =
HK$3,000,001-HK$3,500,000 3,000,001 7T — 3,500,000/ 7T - 1
HK$3,500,001-HK$4,000,000 3,500,001 7 — 4,000,000/ 7T 1 -
(b) Senior management remuneration by band (b) SHREBAEFMEE
The remuneration of senior management fell within the SHEEBAEZHFMNF 5 &
following bands: 3
2025 2024
—E_REF —EDNE
HK$1,000,001-HK$1,500,000 1,000,001,%7C — 1,500,000/ 7T 1
HK$1,500,001-HK$2,000,000 1,500,001 7T — 2,000,000/ 7T 2 3
HK$2,000,001-HK$2,500,000 2,000,001 7T —2,500,000/8 7T 1 -
HK$2,500,001-HK$3,000,000 2,500,001 7T — 3,000,000/ 7T = =
HK$3,000,001-HK$3,500,000 3,000,001 7T — 3,500,000/ 7T - 1
HK$3,500,001-HK$4,000,000 3,500,001 7T —4,000,0007% 70 1 -
5 5
L]
)4 i
1 —
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Notes to the Consolidated Financial Statements

B B R W

9. Finance income, net 9. HHWAFE
2025 2024
—E_REF —EPF
HK$’000 HK$'000
FET FEIT
Bank interest income ERITHBUA 8,522 10,919
Other interest income H bR S A 4,653 4,596
Interest expense on bank borrowings RITEEZFBXE (2,002) (4,016)
Interest expense on lease liabilities HEaGEzMELH H:E14)
(Note 14) (2,744) (3,013)
8,429 8,486
10. Tax expense 10. MIEXZ H
2025 2024
—E_RF —E-UFE
HK$’000 HK$’000
FET FET
Current taxation: BNHATH IE:
Hong Kong profits tax BHANER 9,074 15,588
Overseas tax YEINEIR - 79
Over provision in prior years NEFEZR (228) (232)
Total current tax BNHEATR B 4B RE 8,846 15,435
Deferred taxation (Note 27): FEIEFRE A (f5%27) -
Origination and reversal of temporary &l ZE%8 2 & 4 K& [0 #
differences (279) (1,770)
Tax expense IR H 8,567 13,665

Hong Kong profits tax has been provided at the rate of
16.5% (2024: 16.5%) on the estimated assessable profit for
the year. For the year ended 31 December 2024, taxation
on overseas profits has been calculated on the estimated
assessable profit for the year at the rates of taxation
prevailing in the countries in which the Group operates.

CHINA PIPE GROUP LIMITED # EIE X &£ B ER 2 7

B BT ST LA E R R B S T A
#E16.5% (ZZF=PF : 16.5%)5T1E °
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Notes to the Consolidated Financial Statements

B A B R W

10. Tax expense (Continued) 10. BIEXZ H @)
The tax on the Group’s profit before income tax differs from REEB@ARAEF 2 HMIBES P EES
the theoretical amount that would arise using the Hong HABEBMNEHEMAE 2 ERmiE L
Kong profits tax rate as follows: ZHWNT :
2025 2024
—E-RHEF —ZE_OF
HK$’000 HK$000
FET FET
Profit before income tax TR AT F| 64,533 100,885
Tax calculated at a rate of 16.5% B E16.5% (== /4F :
(2024: 16.5%) 16.5%) 5T HE 2 IR 10,648 16,646
Effect of different tax rates in other HAtb B EM 5 BRI R
jurisdictions 2B 11 569
Utilisation of previously unrecognised — B)FRBAERER 2 HEEE
tax losses (255) (401)
Unrecognised tax losses RNEERTIEE R 136 90
Tax effect of income not subject AP 2 WA Z
to taxation HIETE (1,754) (1,543)
Tax effect of expenses not deductible for AT 2 % i~
taxation purposes HIEgE 174 273
Over-provision for deferred tax liabilities AEFE ZIRIELFIAE &
in prior years - (1,572)
Effect of two-tiered profit tax rate ST AR 6l R 2
regime (note) (BR=E) (165) (165)
Over provision in prior years NEFEZR (228) (232)
Tax expense FRIES 8,567 13,665
Note: PaE -
Under the two-tiered profits tax rates regime in Hong Kong, the first RBEEENSBRMARH - é‘i\ﬁ%ﬁ%(%w
HK$2 million of profits of qualifying corporations (only one entity is RfEr—EEx8) E’U%Z,OO0,000%E}E%UH?
allowed within the Group) will be taxed at 8.25%, and profits above 18.25% MBI EAL + MiAHT2,000,000787T
HK$2 million will be taxed at 16.5%. The profits of corporations not 2 RIR16. 5% B EEEL - THEFIF
qualifying for the two-tiered profits tax rates regime will continue to ot P A0 1) 4 ) 2 208 ) M A2 16,5 % 1Y
be taxed at 16.5%. BBt -

-
.

|
/
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Notes to the Consolidated Financial Statements

B B R W

BRER

11. Earnings per share 11.

102

CHINA PIPE GROUP LIMITED

The calculation of the basic and diluted earnings per share is
based on the profit for the year attributable to equity holders
and weighted average number of ordinary shares with
adjustments where applicable as follows:

Profit attributable to equity holders of

the Company for the purpose of basic #5158 A% F
earnings per share
Number of shares BoEE

Weighted average number of ordinary
shares for the purpose of basic
earnings per share

Z IR B gk

Diluted earnings per share is calculated by adjusting the
weighted average number of ordinary shares outstanding
to assume conversion of dilutive potential ordinary shares
arising from the Company’s share options. Diluted earnings
per share is of the same amount as the basic earnings per
share as there were no potential dilutive ordinary shares
outstanding for the years ended 31 December 2025 and
2024.

EXEEERLT

AEEREARNZ AR

AEERERENZE

TRINRAESRER R EERF TR
BFEABRFEARGRNRE BT

TBAT 2 MNMEF AR (28T AR

)
2025 2024
—ECRE ZEZEF
HK$’000 HK$'000
FET FEIT
55,966 87,220
Thousands Thousands
FiR FAE

‘AR

1,332,266 1,332,266
STEEREERTE  DHBERITER

Bz I3 B BAE L AR - DAMRER T
BEEEEN ZRITEBRRELTEE
%o BREFTRN AT RELRRN M
Rl IHREBEE T _AFR_-F
—mEt+= ﬁ—+ Hti&ﬁﬁ*ﬁ
FEHEEHELR



12.

13.

Notes to the Consolidated Financial Statements

Dividend

At the Board meeting held on 27 March 2026, the Board did
not recommend the payment of a final dividend for the year
ended 31 December 2025 (2024: Nil).

Property, plant and equipment

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

Plant, machinery and equipment 3-10 years
Leasehold improvements 5 years or the lease
period, if shorter

Office furniture, fixtures 3-5 years
and fittings

Office equipment 3-5 years

Computer equipment 3-5 years

Motor vehicles 3-5 years

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

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

Gains and losses on disposals are determined by comparing
proceeds with carrying amount and are recognised within
‘Other gains, net’ in the consolidated income statement.

See Note 36.5 for the other accounting policies relevant to
property, plant and equipment.

-
.

13.

B A B R W

RE

A TE R

—=__/

=

NFEZ A -+ B £ E’]%%
eeRL EECTERREEZEC
:£¢+_HE+—E¢¢EZX,HHHX
B(CZE-mE : &) -

% - BERRE

WE - BERREBEIITE - HIREEMA
aJr—Jﬁﬁﬁiﬁﬂ%ﬁﬁﬁﬁ?/ﬂEﬁﬁﬁfﬁ

BT RIEENE Gt ERFES
U
s - HESRERE  3E104F
HEMHEEE SESFE
(ABIEE)
MRERM 3%E54F
PG

N 3E54F

B 3E54F
AE 3Z5%

BENNREENTERFHESESZ
BPBERBETRS - REEERER

ﬁﬂ% o
WEEENEABESRNEMGFTTRE
& - HIREERRHURZE AU EE -

8 2 5 0 R S R L R PR 18 3R AR
BfETE WA MR R E s
SFHEER -

Y - BEREREEENEMETR
KR 2HW5E36.5 °
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Notes to the Consolidated Financial Statements

B B R W

13. Property, plant and equipment (Continued)

Cost

At 1 January 2025
Exchange differences
Additions
Disposals

At 31 December 2025

Accumulated
depreciation
At 1 January 2025
Exchange differences
Charge for the year
Disposals

At 31 December 2025

Net book value
At 31 December 2025

13. ¥1% - BERRE @

Plant, Office
machinery furniture,
and  Leasehold fixtures and Officec  Computer Motor
equipment  improvements fittings  equipment  equipment vehicles Total
BB BENE WAZHEM -
BERRE %E RERRE 2 XERE  EHRE "E o
HKS000 HK$000 HK$000 HKS"000 HKS000  HKS'000  HK$'000
T T 27 A7 A7 &7 TEr
A
RZE-RE-F-H 4,288 11,308 2,517 49 9324 18,118 45,604
EHER - 7 2 - 1 14 LE]
E 44 181 56 14 30 1,287 1,612
HE (124) - - - - (1,416) (1,540)
R-B-RE
+ZA=t-H 4,208 11,496 2,594 63 9355 18,003 45,719
RitiE
A\ZZ-h%-A-H 3,628 7,659 1,500 38 4,199 18,022 35,046
i - 2 6 - 1 14 23
AEEHE 281 1,169 311 5 1528 284 3,578
e (124) - - - - (1,416) (1,540)
R=B-R%E
+ZB=1-H 3,785 8,830 1,817 43 5728 16,904 37,107
REFE
St J2
+ZA=+-H 23 2,666 771 20 3,627 1,099 8,612
-
=2

CHINA PIPE GROUP LIMITED # EIE X &£ B ER 2 7



Notes to the Consolidated Financial Statements

5B B H R P R
13. Property, plant and equipment (Continued) 13. Y% - BERRKE @
Plant, Office
machinery furniture,
and Leasehold ~ fixtures and Office  Computer Motor
equipment  improvements fittings  equipment  equipment vehicles Total
BE #&E  BEME BRERM-
Rk KE REREE XBRE ERRAG e et

HKS000  HKS000  HKS000  HKS000  HKS000  HKS000  HKS'000
TR TAT TAT TAT AT TAL TET

Cost KA
At 1January 2024 i S
—-fB—AH 4,080 10,247 2211 49 8,976 18,199 43762
Exchange differences  [ERZEE - - (14) = (1) (10) (25)
Additions RE 682 1,134 320 13 349 = 2,498
Disposals L& (474) (73) = (13) = 1) (631)

At31December 2024 R=FE=Mf

+ZA=1-H 4,288 11,308 2,517 49 9,324 18,118 45,604
Accumulated RiE
depreciation
At 1January 2024 e 3
—R-H 3,786 6,715 1,237 49 2,706 18,008 32,501
Exchange differences ~ EXZ% - - (3) S = (10) (13)
Charge for the year TEERE 316 1,006 266 2 1493 95 3,178
Disposals HE (474) (62) = (13) = (71) (620)

At31December 2024 R=FB-M%E

—A=t-H 3,628 7,659 1,500 38 4,199 18,022 35,046
Net book value REFE
At31December 2024  RZZZIMF
+-A=1+-8 660 3,649 1,017 1" 5,125 9 10,558
Depreciation was recorded in the following categories: WEIRA T DS -
2025 2024
—E-RHE —EO4F
| HK$’000 HK$'000
FET FET
|4 x|}
General and administrative expenses —MRITERER 3,578 3,178
i —=
M- o
a =
|

LI |
! |
ANNUAL REPORT 2025 4 % 105
A B



106

Notes to the Consolidated Financial Statements

B S B R M

14. Lease

CHINA PIPE GROUP LIMITED #EIBE ¥ KB ER 2 A

(@) Amounts recognised in the consolidated
statement of financial position

The consolidated statement of financial position shows
the following amounts relating to leases:

Right-of-use assets
Buildings
Equipment

Total right-of-use assets

Lease liabilities
Current
Non-current

Total lease liabilities

At 1 January

Addition

Depreciation

Lease modification

Early termination of lease

At 31 December

EREEE
BF
&

[EREEERR

HERE
YinE2)
FRE

HERBERR

R—HA—H
NE

e
HEEN
ERTAS LEFHAY

R+=-—A=+—8

14. HHE

() ZEMBRRRPERNEE

RAEMBRARZINATAEEE

iyl

As at As at

31 December 31 December

2025 2024

R-ZE-HF iU

+=A=+—H +=—A=+—8H

HK$’000 HK$'000

FET FEIT

41,739 56,220

1,547 1,698

43,286 57,918

24,390 23,467

25,049 42,559

49,439 66,026

2025 2024

—EC-RHE —EOF

HK$’000 HK$'000

FET FEIT

57,918 72,787

10,812 11,032

(23,456) (24,755)

- (229)

(1,988) (917)
43,286 57,918 J‘

—

e



Notes to the Consolidated Financial Statements

14. Lease (Continued)

(b) Amounts recognised in the consolidated
income statement

The consolidated income statement shows the following
amounts relating to lease:

B A B R W

14. HE @)

Depreciation of right-of-use assets EAEEENE (E7)

(Note 7)
Buildings Bg¥
Equipment B

b) FERBERPEINTE

BX

mARERZINTEEEEZS

g
JH

For the year ended 31 December

BE+-—A=+—RHLEE

Interest expense on lease liabilities HEEaFZFEX T (fHFF9)

(Note 9)

The total cash payment for lease amounted to
HK$29,085,000 for the year ended 31 December 2025
(2024: HK$29,703,000).

Short-term and low-value lease HHMEEEHEE
expense (Note 7) 2 (FisE7)

(c) The Group's leasing activities and how these
are accounted for

The Group leases various offices, warehouses, retail
shops and staff quarters. Rental contracts are typically
made for fixed periods of 1 to 10 years but may have
extension options as described below. Lease terms are

| — negotiated on an individual basis and contain various
o terms and conditions.
|4 i

N\
A B

2025 2024
—E_RF —E-UFE
HK$°000 HK$°000
FET FET
22,958 24,256
498 499

23,456 24,755
2,744 3,013

BE-_ZT-_AF+-_A=1t—HIFE
BEEE 2R 4R%5E4529,085,000
T (ZZ —PU4E : 29,703,000/ 7T) °

1,190 566

()0 AEENHEZTHREARS
=
AEEREZEARAE  2E -
EERBIESE -HH—KETA
H1Z= 106 - MERTREARIR T > Pt
HHERE - HEKRIFIRERIEE
W BB E S ENRIER A -
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Notes to the Consolidated Financial Statements

B B R W

14.

15.

16.

Lease (Continued)

(d) Extension and termination options

Extension and termination options are included in a
number of property leases across the Group. These
terms are used to maximise operational flexibility in
terms of managing contracts. The majority of extension
and termination options held are exercisable only by the
Group and not by the respective lessor.

Intangible assets

Net book value at 1 January 2024
Addition
Amortisation

Net book value
at 31 December 2024

Net book value

at 1 January 2025
Addition
Amortisation

Net book value
at 31 December 2025

R-ZT_MF—A—RREFE
NE

s

i\ —pisf
+ZRA=1+RIREFE

R-ZE-HF—-HA—H
IREFE

RE

g

R-ZZE-HF
+Z A=t HIREEE

For the year ended 31 December 2025, amortisation expense
of HK$52,000 (2024: HK$51,000) is included in “cost of
sales” (Note 7). Amortisation expense of HK$353,000 (2024:
HK$172,000) is included in “general and administrative

expenses” (Note 7).

Subsidiaries

Details of principal subsidiaries which, in the Directors’
opinion, materially affect the results and/or net assets of the
Group as at 31 December 2025, are set out in ,N\o/te.35.’{

L

|

CHINA PIPE GROUP LIMITED # EIE X &£ B ER 2 7

14. HE ®)
(d) EHRRAILRERE

AEEWFNEEERSEEM
RIDREE - BLRTNERBE S
EREERERMIRMEREEIEZESD
BRAE o REDDBEMR R ERE
ERAKETRE - MIFHERAH
BATTEE -

15. B EE

Trademark Software Total
[L Lo Cus et
HK$'000 HK$000 HK$'000
T FET FHT
273 - 273
- 1,206 1,206

(51) (172) (223)

222 1,034 1,256

222 1,034 1,256
- 391 391

(52) (353) (405)

170 1,072 1,242

BHE_Z-_AF+_A=+—H8HItF
B BB 52,0008 T (—E M
1 51,0005 70) Bt ATSHERA] (M
517) o #4592 353,000/8 T (Z T =/
F 172,000 L) sE A — R RITHE
=IOV

16. FtE A 7]

BEFHRIARE 2 RER SN TR
—REF-RA=t+—A2FEERRE
B T ENEAN FRRA I
£l5

J



Notes to the Consolidated Financial Statements

17. Interest in an associate

B A B R W

17. REEE QT 2 EH

2025 2024
—E-RF —EFoEF
HK$000 HK$°000
FET FEIT

Interest in an associate accounted DR ETHEARNN — BB

for using the equity method AR ZEm

— Interest in Guangzhou Anmei ShiYe - REMNTMEZEEEFRAA]

Co., Ltd. 2 HEm

In February 2025, the Group acquired a 20% equity interest
in Guangzhou Anmei Shi Ye Co., Ltd., a private limited
company incorporated in the PRC, engaged in rubber and
plastic products manufacturing business in the PRC.

In November 2025, the Group disposed its entire 20%
equity interest in Guangzhou Anmei Shi Ye Co., Ltd.,
with a consideration of RMB2,000,000 (equivalent to
approximately HK$2,199,000), resulting in a loss on disposal
of approximately HK$15,000.

The associate is a private company and there is no quoted
market price available for its shares. There is no contingent
liabilities relating to the Group’s interest in associate, and
there is no contingent liabilities of the associate itself.

Detail of interest in an associate as at 31 December 2025 and
31 December 2024 is as follows:

RZZE-RF A AEEREEMNT
ZEEXEFRA B (—REKZRF B
BRARE) Z20% K - RPEKER
BB TS o

RZZE_RF+—A  AEBELEET
BENTLEEBEXEBRARNZI20%
fEAE - R{EBAEARK2,000,0007T (49
2,199,000/ 7T) * AMExS B EBEL
15,0007 7T °

ZHENRR—FAERR - ERDA
EMIGHE - HEAREEREE AR
BaEENNARE  BERRAFN

TRET A=+ ARBEARZE
HEEMT

% of ownership interest

BEREZEIML
Place of establishment

Name Principal activities and kind of legal entity 2025 2024
£ FTEXK BB R AR ZBCRE bt 122
Guangzhou Anmei Engaged in rubber and plastic ~ PRC, limited liability company

Shi Ye Co., Ltd. products manufacturing

business in China - -

EMmRE RPEREERBR hE - BREEAR

EXARLA RS ER
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Notes to the Consolidated Financial Statements

£ B R B
18. Financial instruments by category 18. REFETMERMTA
2025 2024
—E_FHE —TF
HK$’000 HK$'000
FET FEIT
Financial assets included in BEEFEVHEMRRTEN
consolidated statement of financial £BEE :
position:
Financial assets at amortised cost D EA AT ENSREE
Trade receivables, deposits and B SRWGIA - ek
other receivables Hh pEUR IR 251,739 294,229
Pledged bank deposits (Note 22) EHEMRITFR (FH5E22) 46,000 46,000
Cash and bank balances (Note 23) & RIBTTEER (FIFE23) 445,006 283,029
Financial assets at fair value through BARrBEABR
profit or loss (Note 21) 2 e EEMTE21) 1,567 1,519
Total e 744,312 624,777
2025 2024
—EDHF —E e
HK$’000 HK$'000
FET FET
Financial liabilities included in BEEEEUBEMRREKE
consolidated statement of financial £®@EE :
position:
Financial liabilities at amortised cost SRR AT EN S A E
Trade and other payables B 5 M EAMENFRIA 49,177 56,272
Borrowings (Note 26) &8 (ffi:k26) 52,370 50,455
Lease liabilities (Note 14(a)) HEBE (E14a) 49,439 66,026
Derivative financial instruments PTTES BT A (f13E29)
(Note 29) 37 -
Total wmEa 151,023 172,753

CHINA PIPE GROUP LIMITED

EXEEERLT



19.

20.

Notes to the Consolidated Financial Statements

Inventories
Accounting policies of inventories

Inventories are stated at the lower of cost and net realisable
value. Cost is determined using the weighted average
method. Net realisable value is the estimated selling price
in the ordinary course of business, less applicable variable
selling expenses.

o

Merchandises P&

At 31 December 2025, the provision for impairment of
inventories amounted to approximately HK$10,381,000
(2024: HK$9,922,000).

The cost of inventories recognised as expenses and included
in cost of sales amounted to HK$438,695,000 (2024:
HK$526,090,000) (Note 7).

Trade and other receivables
Accounting policies of trade and other receivables

Trade receivables are amounts due from customers for goods
sold in the ordinary course of business. Trade receivables are
generally due for settlement within the credit period and
therefore are all classified as current.

Trade and other receivables are recognised initially at the
amount of consideration that is unconditional unless they
contain significant financing components, when they are
recognised at fair value. The Group holds the trade and
other receivables with the objective to collect the contractual
cash flows and therefore measures them subsequently at
amortised cost using the effective interest method.

4

19.

20.

IBBE:TE

B A B R W

r&

FEZEEE
FERKA R A2 FEME CRIEE
SIBR o RANTHZINBEFIEEE - A2
RHERABEBRET A EERE
Rz AT ER XA E

2025 2024
—E_RE —EUE
HK$’000 HK$'000
FET FET
196,844 246,388

RZE_RAF+-_A=+—H TR
BEREX93£10,381,0008 L (ZZT =M
% 19,922,000/ 7T) °

BRAEZBWIABEERNAENZTFE
X Z3E438,695,00058 7T (Z 2 PO 4F -
526,090,000787T) (BI3E7) °

g5 Rk H b EWRRIE
EZRHMBERRIEAZETEER

BHRKHIBERNBFEEBREPHE
EmmEKREFHIE - BHRKKIEA—
REEEEHANEN  AEHERRR
) o

H5 R AR IEN S RE B ES
2 BIEEBEEARMER
5 RAABERE - AEEBEY
PREMBKHE - BOLKDANE
ST - E R E R R R IR
it -

=
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Notes to the Consolidated Financial Statements

£ B R B
20. Trade and other receivables (Continued) 20. E5 R HMEWIE @)
2025 2024
—E-ERF T NF
HKS$'000 HK$'000
FET FEIT
Trade receivables =) e e 162,084 202,222
Less: loss allowance (Note 3.1(b)(ii)) B e RS (FRE3.1(b)Gi) (6,585) (6,655)
155,499 195,567
Prepayments to suppliers MR TER K 60,925 95,860
Loan to a related party (Note 32(e)) BT —(rBEEA L (BH:E32(e) 5,000 5,000
Rental deposits HEZe 6,507 6,545
Other receivables, deposits and other ~ HAEKFIE « Ime REMEE
assets 6,884 9,315
Less: loss allowance (Note 3.1(b)(ii)) R EIE A (B EE3. 1 (b)) (77) (30)
79,239 116,690
Loan to a related company (Note 32(d)) &z F—MEEELR A (F5E32(d)) 78,050 77,956
Less: loss allowance (Note 3.1(b)ii)) B e E S (FEE3.1(0)Gi) (124) (124)
77,926 77,832
Total of trade and other receivables, o5 REMEWFIE - Ze kA

deposits and prepayments DBk 312,664 390,089

Less: included in non-current assets B BREEERSEER
Rental deposits and other assets HERS REMEE (6,871) (7,414)

Loan to a related party (Note 32(e)) BERF—EEALT
(Hf3E32(e)) - (5,000)

Loan to a related company ERT—HEEAR
(Note 32(d)) (FfFE32(d)) (77,926) =
Included in current assets BIEERBEET 227,867 377,675
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Notes to the Consolidated Financial Statements

B A B R W

20. Trade and other receivables (Continued)
The carrying amounts of trade receivables, other receivables

and deposits approximate their fair values.

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

HK$ BIT
RMB AR
usD E7T
MOP SR
EUR BT

The Group generally grants credit period of 60-90 days to its
customers for its trading of pipes and fittings operation. The
ageing analysis of the trade receivables based on the invoice
date is as follows:

Within 30 days 30K
31 to 60 days 31RE60K
61 to 90 days 61XE90K
91 to 120 days 91 RE120K
Over 120 days HBiA120K
]
|2 i

4

20. EZ R HMEWFEIE @)

IBBE:TE

BIRNFR - HRYGRARIES 2
FRESREREAAEBERS

AEEE SR EAMRERFIAZ RS 5E

ATHIE#EHE -

2025 2024
—E_RF —EPF
HK$'000 HK$'000
FET FEIT
170,389 203,196
3,546 5,798
134,901 174,627
3,828 6,461

- 7

312,664 390,089

AEE—RETEEREHEIEBLTE
FZEEHA0OKREIOK - B FEWR
TEIREZEHEZIRE AT ¢

2025 2024
—E_RF —EF
HK$'000 HK$°000
FET FET
41,043 54,768
39,239 57,534
30,905 44,897
21,878 16,171
29,019 28,852
162,084 202,222
D |
/
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Notes to the Consolidated Financial Statements

B B R W

20. Trade and other receivables (Continued)

21.

The closing loss allowance for all trade receivables reconcile

20.

B 5 R HMBEWRRIE @
P8 8 5 I WK IR B HA R s 1R 3 S 1R

to the opening loss allowance are as follows: E R AR EIRNT -
HK$'000
FET
Loss allowance as at 31 December 2024 R-ZT-NE+ - =+—HWNEEREE (6,655)
Reversal of loss allowance for trade receivables Z 5 W IE R E B R E 70
Loss allowance as at 31 December 2025 R-ZE-_RAF+-_A=1+—HHEERE (6,585)

The Group applies HKFRS 9 simplified approach to measuring
expected credit losses which uses a lifetime expected loss
allowance for all trade receivables.

There was loss allowance of HK$6,585,000 for trade
receivables as at 31 December 2025 (2024: HK$6,655,000).

Information about the impairment of trade receivables and
the Group's exposure to foreign exchange risk and credit risk
can be found in Note 3.1.

The maximum exposure to credit risk at the reporting date is
the fair value of each class of receivables mentioned above.
Save as disclosed above, the Group does not hold any
collateral as security.

Financial assets at fair value through profit
or loss

Classification of financial assets at fair value
through profit or loss

The Group classifies its financial assets in the following
measurement categories:

—  those to be measured subsequently at fair value (either
through OCI or through profit or loss), and

—  those to be measured at amortised cost.

CHINA PIPE GROUP LIMITED #EIBE ¥ KB ER 2 A

21.

AEBRBEEM B REERFE IR
LA ERREERR  RAEES
FEYR AN B EFERANBEIE R
ﬁ o

R-E-_RE+-_A=+—H B5FE
U 2 T8 ) 5 18 B4 /56,585,0008 7T ©
(ZZE =4 : 6,655,00057T) °

B RE 5 YRR E R A 5 B H R
S BE LB K A5 B L e 0 B R O PR A
3.1°

REBRZEAEERR A LAEE

FEYKIA 2 DA (B - B EXXFTEESD -
R B A AR R R o

BARBESAESZZEMERE

=

N

AR BEGABREZSHEEN
VX
AR T EERH S REERT
SHE -

N

~ EEUAREEHE(REED
AE A M % o 1835) W SR A
E R

e
—

J

«r o=

—  DAESEBCAHEMOREE -



21. Financial assets at fair value through profit 21.
or loss (Continued)

Classification of financial assets at fair value

through profit or loss (Continued)

The classification depends on the Group’s business model for
managing the financial assets and the contractual terms of

the cash flows.

Notes to the Consolidated Financial Statements

B A B R W

BAREEFARSZEHEE
(&)
BAABEIFABEZEHMEEN
DR
ZOBRBURNEEE RS RBEEMNER
EAURZEEN SRR RERR -

2025 2024

—E_RE —EUE

HK$’000 HK$°000

FET FET

Investment funds at fair value — unlisted AR BEMNEEES—IE LT 1,567 1,519

22. Pledged bank deposits

22. SEARITER

As at 31 December 2025, bank deposits of HK$46,000,000
(2024: HK$46,000,000) denominated in HK$ were pledged as
collateral for the Group’s banking facilities (Note 26).

The effective interest rate on pledged bank deposits was
2.14% (2024: 3.32%) per annum and these deposits are
maturing within 57 to 282 days (2024: 20 to 196 days).

23. Restricted bank balances and cash and cash
equivalents

Restricted bank balances (note (i)
Cash and cash equivalents (note (ii))

)

LI |
A B ||

Maximum exposure to credit risk

X R ISR TAEER (R EEG))
B e MIREFEY PR

R—_ZE-_RARE+=-_HBA=+—8 "
46,000,000 0 (=& =M &F :
46,000,000/ 7T) LAFB Tt EZ SR171F
RETFUER  (EAAEBRITEESR
&2 IR (Biisk26) -

ERBRITERZIERNEAEF LS
2.14% (ZZ =4 : 3.32%) ' WERF
RZBHANF57RE282RK (- TN
£ 20KE196K) ©

23. XRFMITHEE RERBEE

BEY

2025 2024
—E-RF —EoF
HK$'000 HK$'000
FAET FEIT
= 1,070
445,006 281,959
445,006 283,029
444,691 282,746

D |
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Notes to the Consolidated Financial Statements

B B R W

23. Restricted bank balances and cash and cash
equivalents (Continued)

Notes:

(i)  The Group did not have restricted bank balances as at 31
December 2025 (2024: HK$1,070,000) represents funds
deposited in bank accounts designated for operating the
Group’s cross-border payment business. The balance is
denominated in RMB.

(i) Included in cash and cash equivalents were HK$229,172,000
(2024: HK$161,639,000) and HK$117,999,000 (2024:
HK$56,134,000) bank deposits with original maturities within
three months and between four to twelve months, respectively,
which are placed as time deposits.

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

HK$ BIT
RMB AR
usD St
Others Ef

Funds of the Group amounting to approximately
HK$20,701,000 (2024: HK$15,679,000) are kept in the
bank accounts opened with banks in the PRC where the
remittance of funds is subject to foreign exchange control.

116 CHINA PIPE GROUP LIMITED # BB £ £ @ER A A

23. ZRFIBTHESR BRERREE
BY @)

GEE

() RZTZAF+=ZA=+—8 &K%
ESEZRARITESH(ZEZHEF -
1,070,000%7T) + #ERIEERITIRFPTF
AAREEAREEBREINEBNE
& o HHRUAREEHE -

iy BekhkBESBYREEATHE
HEHEBA=ZM@MARNZEITER
229,172,000 c(Z - F :
161,639,000/ L) MR BN E+ =
18 A 2 R1T1FE117,999,000%8 7T (=
T P4 : 56,134,000 7T) ©

AEEZRe RREFEMZIRETHE
BATEEHE

2025 2024
—E_RF —E-FE
HK$'000 HK$'000
FET FET
381,189 236,313
22,026 12,656
39,207 29,448
2,584 3,542
445,006 281,959

AREBES44520,701,0008 L (==
ZPO4F 15,679,000 7T) TF A R B
IRTTRR ZRITIRE - BHE S AR
HNEE )



Notes to the Consolidated Financial Statements

24. Share capital

At 1 January and 31 December 2024

At 1 January and 31 December 2025

(a)

(b)

k+=—A=+—8H

kt=A=+-AH

Issued shares

The authorised share capital of the Company was
HK$500,000,000, comprising 25,000 million shares
with a par value of HK$0.02 per share. All issued shares
are fully paid.

Share option scheme

At the annual general meeting of the Company held
on 21 May 2015, the shareholders of the Company
approved the adoption of a new share option scheme
(the “2015 Scheme”) under which the directors of
the Company may grant options to eligible persons to
subscribe for the Company'’s shares subject to the terms
and conditions as stipulated therein. Unless otherwise
cancelled or amended, the 2015 Scheme will remain
valid for a period of 10 years from the date of its
adoption.

RZE-NF—A—H

R-ZBE-R5—-A—H

LR e A R B 5
24. AR
Number of
shares issued
CRITROEE
Thousands HK$000
iz FET
1,332,266 26,645
1,332,266 26,645
(a) ERTHRE

(b)

KAEEFERZA /500,000,000
Br BEBR®EE0.02B T
25,000,000,000% 485X - 1A B2
TROHEEHRE -

fBRREstE

R-ZE—RAFREA-+—H&ET2
AARBREBFARE £ AAF
BR SRR AR I AR T B (=8
—REFED Bl KARES
AREERALRHBRE R
BANGRG AR —AF
FTBIARTE 2 R AR ETIRR B
BITEUHSSETIN - ZF—RF5T
i 5 B R B H Rt T F AR 4
BAEM -

=
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Notes to the Consolidated Financial Statements

B B R W

24. Share capital (Continued)

75!

The Company was authorised to grant share options
under the 2015 Scheme for subscription of up to a total
of 133,226,600 shares, representing 10% of the issued
share capital of the Company as at the date of adoption.
The directors of the Company are authorised at their
absolute discretion, to invite any eligible participants as
defined in the Scheme, to take up options to subscribe
for shares in the Company. The subscription price will
be determined by the Board, but shall be at least the
highest of (a) the closing price of shares as stated in the
Hong Kong Stock Exchange’s daily quotation sheet on
the date on which the relevant options are deemed to
be granted and accepted in accordance with the terms
of the Scheme (“the Commencement Date"”), which
must be a day on which the Hong Kong Stock Exchange
is open for the business of dealing in securities (“Trading
Day”); (b) the average closing price of the shares
as stated in the Hong Kong Stock Exchange’s daily
quotation sheet for the five Trading Days immediately
preceding the Commencement Date; and (c) the
nominal value of the shares. A consideration of HK$10
is payable on acceptance of the grant of option. The
maximum number of shares in respect of which options
may be granted under the 2015 Scheme may not
exceed 10% of the issued share capital of the Company
as at the date of adoption of the 2015 Scheme. The
number of shares may be refreshed by the approval of
the shareholders and the refreshed limit of the number
of shares must not exceed 10% of the issued share
capital of the Company as at the date of the approval
of the refreshed limit.

As at 31 December 2025, no share option under the
2015 Scheme was granted, exercised, cancelled or
lapsed (2024: Nil).
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24. B (48)

RAPVEREREBE-_S—RAF:
BERHBEREARERZ AKX
133,226,6008% %10 + (hIAEA B
HARBBEBITRAZ10% ° &
BARAREZE2RBBEETWNE
AR2mE (TE LERETE) &
N A REB AR BIRR D 2 BEARAE - 3R
BEBHEZSSET ' ETFER
(@B B R R AR R R
fe iR BRI B R mE B ([F
WHEH]) (BAEBHIEEE
EBEERZAB(XZSBIE
BB RIS HRERATIR T
& ()R EEEFA B ERpEE
AER S BHEREHI AT ARE
K@z FHWHE - ROBRMDE
E-HFZHReE  BEHARLZE
DEERRIERE - AR AEZ107 T
ZRE - BREB-_E—REHEEL
2RSSR o BhRaEE - T
BRBREM—E—RAEHEAEHAE
NAIBETRAZ10% ° BIDEE
A AR R AETEFT - AT 2R
HEE ERTEBEEEH LR
ZBHANBEBEITRAZ10% °
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Notes to the Consolidated Financial Statements

LR S Ee R B RE
25. Reserves 25. f#1E
Capital Merger
Share feserve reseve  Statutory Other  Exchange  Retained
premium (note(i)  (note(ii) reserve reserve reserve - eamings Total

BREE  GRER
BEE (M0 G  ZRER ReER  ERER A& #8
WSO HSORD WSO WSO KO HSOW SO SO

o= e = — g — = o — e
£ LT Ftr TAr T R TET BT

/6/0 178/l TIET /b 178/

At January 2024 AZ2-mE-R-A 652 B 3700 U 204 oS3 703036
Proftfor the year RERE - - - - - - 810 8120
Curtency trandltion differences ShEEEE - - - - - 2 - 0
Actuaril gan on postemployment benefit BB ABRIBEMREE
obligations, net of tax R - = = = 18 = = 18
At31 December 2024 and 1 January 2025 RZE-RFZA=1-A
“ECRE-A-H 126,552 115 3,700 U 29 169 623,544 790,3%

Proft for the year RERR - - - - - - 55,966 55,966

Curtency trandltion diferences EHAEER - - - - - 3 - 3

Actuarialloss on postemployment benefit ~ ERAEHERNEEEE

obligatons, net of tax E - = - = () = = ()

At 31 December 2025 R-8-RF+ZA=t-A 1265 34115 3700 U 241 93 61510 8466

Notes: P& -

(i)  The capital reserve of the Group mainly represents contribution () AEBMZEARBEEXEER—NNANEF
from the shareholders in connection with the acquisition of the W — B A R 2 88 T B R A
remaining interests in a subsidiary in 1999. R ERL ©

(i) The merger reserve of the Group arising from the Group (iy AEBEREEEAEmMESZAHHEE
reorganisation is determined by the difference between the DiREESABAZHBRARRMDEE
nominal value of shares of the subsidiaries acquired pursuant BB EE BT Z AR BRI EEME M
to the Group reorganisation and the nominal value of the LERBBE °

Company'’s shares deemed to have been issued.
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Notes to the Consolidated Financial Statements

B B R W

26. Borrowings

Current

Trust receipt loans, secured (note (i)
Trust receipt loans, unsecured

Notes:

(i)  The carrying amounts of the trust receipt loans approximate
their fair values. As at 31 December 2025, there were
banking facilities of approximately HK$262,300,000 (2024
HK$262,300,000) of which approximately HK$196,198,000
(2024: HK$200,210,000) had not been utilised. These banking
facilities were secured by corporate guarantees and bank

B

B HERETERRE R (HREG)
EERETRIRER

deposits of HK$46,000,000 (2024: HK$46,000,000).

(i)~ The borrowings are denominated in the following currency:

HK$

(iii)  The effective interest rates (per annum) of bank borrowings at

the financial reporting date are as follows:

Trust receipt loans

CHINA PIPE GROUP LIMITED #EIBE ¥ KB ER 2 A

SRR

26. fBE
2025 2024
—E-RE —EF
HK$’000 HK$'000
FET FET
40,238 35,884
12,132 14,571
52,370 50,455
BisE
)y EAUEEZF2EASFEEABRSEAAR

BEEE MN-ZE-_RFE+-A=+—
B - RITREE 45849 5262,300,000/5
T (ZZ = PU4F : 262,300,000/ 7T) -
HH#49196,198,000/8 T (ZF =Y
£: 200,210,000 70) MARB A ° 7%
ZLRITHME AR RERIBITERY
46,000,000/ CIEE IR (ZZT U4 :
46,000,000/ 7T) °

(i) BEEATIEEIE

2025 2024
—ECRF —ZpuE
HK$°000 HK$'000
FETT FHETT
52,370 50,455

(i) MEBHER - RITEE 2 BRFNE
L

2025
—E-RF

2024
ZZ T puE

5.16% 6.39%

—
o =



Notes to the Consolidated Financial Statements

27. Deferred taxation

Deferred tax liabilities BERIBEE

Deferred tax is calculated on temporary differences under the
liability method using tax rates of the relevant subsidiaries
applicable to the period when the asset is expected to be
realised or the liability to be settled, based on tax rates that
have been substantively enacted by the financial reporting
date.

Deferred tax assets and liabilities are offset when there is a
legally enforceable right to offset current tax assets against
current tax liabilities and when the deferred tax assets and
liabilities relate to income tax levied by the same taxation
authority on either the taxable entity or different taxable
entities where there is an intention to settle the balances on
a net basis.

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

At 1 January n—HA—H
Credited to income statement (Note 10)
Credited /(charged) to equity

At 31 December Rt+—A=+—¢H

The movement in deferred tax liabilities during the year,
without taking into consideration the offsetting of balances
within the same tax jurisdiction, is as follows:

-
.

27.

£ e EEEP.:H\(WIW)
PR A (H05)

B A B B

EERIE
2025 2024
—E-RE —E_mE
HK$°000 HK$000
FET FEIT
(804) (1,092)

BELERBERAAEENEAHNBARE
HEESRNABRE CHRMER
BE (R BRE B CEMNELRM)
TER A -

?éﬁ*ﬁiiiﬁéﬂﬂH%ED,HJ%%)“EIEEEEEEUH;@
HIREEEH - ﬁﬁLLﬂ%’Iﬁ’éf*&‘
BMIARES K FE—RIEEEEK -
R A RIH TR ERKE A Tﬁ,uﬂv
BRELOF AR - AISEERIAEE
EREN IR BE G AR o

BETIARR B 2 SBFRWT ¢

2025 2024
—E-REF —ENF
HK$000 HK$'000
FET FET
(1,092) (2,859)

279 1,770

9 (3)

(804) (1,092)

BEERAABRFERNZ E8 CRet kR
MEREWR AR H 2 SRR AT

= //
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Notes to the Consolidated Financial Statements

B B R W

27. Deferred taxation (Continued)

27. IERERE (@)

Deferred tax liabilities EEBIEEE
Remeasurement
loss/(gain)
of post-
employment
Accelerated tax benefit
depreciation obligations Lease Total
BBAENER
HETE
MERERE B/ (hi) e aE
HK$ 000 HK$'000 HK$000 HK$ 000
FAT FAT FET FET
At 1 January 2024 RZZ-mE-A-H (838) (449) (1,572) (2,859)
Credited to income statement ElERTFA 198 = = 198
Qver provision in prior years NEFESR = = 1572 1572
Charged to equity i Talabiliy - ) = &)
At 31 December 2024 R-ZE_ME+-A=1—H
and 1 January 2025 R-ZE-hF-A-H (640) (452) - (1,092)
Credited to income statement ERERRFHA 119 - - 119
Qver provision in prior years IEEESR 160 - - 160
Charged to equity i Falabiliy - 9 - 9
At 31 December 2025 RZE-RF+-A=1—H (361) (443) - (804)

Deferred income tax assets are recognised for tax losses
carried forward to the extent that the realisation of the
related tax benefit through the future taxable profits is
probable. The Group did not recognise deferred income tax
assets of HK$1,407,000 (2024: HK$1,989,000) in respect
of accumulated tax losses amounting to HK$6,660,000
(2024: HK$9,059,000) as at 31 December 2025, that can
be carried forward against future taxable income. As at 31
December 2025, the accumulated tax losses amounting to
HK$4,642,000 (2024: HK$5,816,000) will be expired within
five years. There is no expiry period for the remaining tax
losses.

CHINA PIPE GROUP LIMITED #EIBE ¥ KB ER 2 A

EEFTSHIBEE E T A FERR RS
Pz el B B AR ER TR A ZIEm
MATEE s HIEEBELRER - A%
BY At —_ZET-_HAE+=-_A=1+—
Br A& ERRERTERAZ
2t FiIEE1E6,660,0008 L (=&
Z P04 : 9,059,000 7T ) HERR IR IE B
BRIEBEE1,407,0008 (== — P
4 :1,989,00087L) c R=ZZT_AF
+—A=+—8 ' ZER2FHEE
BiE4,642,0008 L (=T —N4F
5,816,000/ 7T) * SR AFNEH o E
A5 TEESE Y 4 [ i BB R o ™

«r o=
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Notes to the Consolidated Financial Statements

28. Trade payables, other payables and contract

liabilities

Trade payables 2 S ERHIA
Contract liabilities aRARE

Accrued expenses and other payables

The ageing analysis of the Group's trade payables, based on
the invoice date, is as follows:

Within 30 days 30K

31 to 60 days 31 RE60K
61 to 90 days 61 XE90K
Over 90 days #BiH90K

The carrying amounts of the Group’s trade payables, other
payables and contract liabilities are denominated in the
following currencies:

HK$ BIT
usD £
RMB AR -
Others Eh

R E R kAN R

B 3 BB WA

28. ESEMNFIE - HWEMARIER
EeREAE

2025 2024

—E-RF —EUF

HK$’000 HK$'000

FET FET

41,798 48,532

21,509 24,684

17,432 19,338

80,739 92,554

AEBEEZENFANRKIZEZ AN

DT -
2025 2024
—E_REF —EF
HK$’000 HK$°000
FET FET
40,180 39,080
1,367 5,139
67 1,935
184 2,378
41,798 48,532

AEE B HRNFA - HMENFIR
ReRaEZRESRRATEE

#:
2025 2024
—E_REF —EUF
HK$’000 HK$'000
FET FET
41,555 43,454
31,561 38,440
1,186 4,343
6,437 6,317
80,739 92,554
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Notes to the Consolidated Financial Statements

B S B R M

29. Derivative financial instruments 29.
Current liabilities REBEE
Foreign currency forward contracts REPNEE K

The Group has entered into foreign currency forward
contracts to manage its foreign currency risk. The foreign
currency forward contracts were measured at fair value
through profit or loss. Changes in the fair value thereof
amounting to HK$37,000 were charged.

30. Commitments 30.

Capital commitments

As at 31 December 2025, the Group did not have capital
commitments (2024: Nil) contracted but not provided for in
the consolidated financial statements.

CHINA PIPE GROUP LIMITED #EIBE ¥ KB ER 2 A

TTEERmI A
2025 2024
—E-RF —EFoEF
HK$’000 HK$'000
FET FEIT
37 =

REBRRBAIMNESHEEEINER,
% o ZERIINESOIR AR EETA
B2 - FARGABERENKRE
NAEEFEEN ST A37,00087T

IR
BRI

RZZTE_RE+_RA=1+—H KEHE
REZTHNAR (ZZZME : &) B
RN A SRR B ERNEARIE -



Notes to the Consolidated Financial Statements

B A B R W

31. Notes to the consolidated statement of cash

flows

Cash flows from operations

Profit before income tax

Adjustments for:

Amortisation of intangible assets

Depreciation of property, plant and
equipment

Depreciation of right-of-use assets

Gain on disposal of property, plant
and equipment, net (note)

Interest income

Interest expense

(Reversal of)/provision for impairment
of financial assets

Provision for/(reversal of) and
write-off of inventories, net

Gain on lease modification

Gain on early termination of lease

Share of results of an associate

Loss on disposal of an associate

Net gain on disposal of derivative
financial instruments

(Gain)/loss on financial assets at fair
value through profit or loss

Net fair value loss on derivative financial

instruments

Dividend income from financial assets
at fair value through profit or loss

Exchange difference

Changes in working capital:

Decrease/(increase) in inventories

Decrease/(increase) in trade and other
receivables

(Decrease)/increase in trade payables,
other_payables and contract liabilities

w’J /

“ {\ler‘caiw generated from operations

A B I|

31.

LA 4 7

LT PIEH A
BB EEH
Y% - BERREOITE

EREEENE
HEWE - BE &
Yo a 5 eE (BT RE)
FEHA
MBS

B2

EREERRE (DB B

FERiE,/ (B R FE

ME Bz K

RATAZ ETR#) 2 e
FEIEBE N B ZRA
HEBE QA ZER

6T S BT A 2 Bl

EEABREZ

%%ﬁlﬁ%ﬂﬁ(l& 5) /R

>

/ TE® H%T\I/E\-Z
R BEBEFHE
BRARBERFABRZ
TREENKREKA
M ERE
EEECE
FEEL, ()
B 5 M HE MR RIE
A ()

B R RENFR - AMREMNFIR

Rk&REE D), i

EERBELZR TR

mERERERME
RELEBEL CHERE

2025 2024
—ERF TN
HK$’000 HK$'000
FET FET
64,533 100,885

405 223

3,578 3,178
23,456 24,755
(224) (44)
(13,175) (15,515)
4,746 7,029

(24) 5,340
3,237 (514)
- (6)
(260) (42)

(307) =

15 =

(232) =

(46) 17

37 =
(86) (82)

(545) 613
46,307 (28,548)
77,128 (19,454)
(12,000) 25,057
196,543 102,892
- //
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Notes to the Consolidated Financial Statements

SR B R R P T
31. Notes to the consolidated statement of cash 31. MEBHERERMT @
flows (Continued)
Cash flows from operations (Continued) REXEBELECHEREE
Note: Proceeds from disposal of property, plant and equipment it HEWMHE - BERKZEZFERIER
comprises: 1
2025 2024
—EB-RHE —ZTpOF
HK$°000 HK$000
FET FET
Net book amount BREFAE - 11
Gain on disposal & 2 s 224 44
Proceeds from disposal & TR KIE 224 55
Represented by: R&:
Cash e 224 55
The reconciliation of liabilities arising from financing activities SREBEENBENEERAT
is as follows:
Borrowings  Lease liabilities Total
BE HEEE Eot
HK$000 HK$'000 HK$'000
FET FET FET
As at 1 January 2024 RZZE-MmE—-HA—H (62,168) (82,312) (144,480)
Cash flows RemeE 11,713 26,124 37,837
Lease modification HEBH - 236 236
Early termination of lease RRIR LR - 958 958
Addition hE = (11,032) (11,032)
As at 31 December 2024 RZEZWNE+=A=1—H
and 1 January 2025 k—ZE-HF—A—H (50,455) (66,026) (116,481)
Cash flows Heng (1,915) 25,151 23,236
Early termination of lease RRIR LR - 2,248 2,248
Addition NE - (10,812) (10,812)
As at 31 December 2025 RZZZRF+-A=1+—H (52,370) (49,439) (101,809)
=
-y
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Notes to the Consolidated Financial Statements

32. Related party transactions
Transactions for the year

(a) Key management compensation

Salaries and other short term
employee benefits

Pension costs — defined
contribution plans

(b) Rental payment to related parties

Rental paid to

a related company (note 1)
Rental paid to

a related company (note 2)
Rental paid to

a related party (note 3)

B A B R W

32. BEALRS

FARS

(a) TEEEANSHH

2025 2024
—E_REF —EE
HK$’000 HK$'000
FET FET
FehEMEHESRA
17,950 17,563
RSN A-TE BB AT
117 108
18,067 17,671
(b) [EEEALZAHHEE
2025 2024
—E_REF —EUE
HK$’000 HK$'000
FET FET
YRS
—RRER R (FEE1) 156 157
TN EE%
—MEEEA R (H7E2) 328 82
YRS
—(7 g3 AL (BE3) - 49
= -
i = “—
| a
n = /

ANNUAL REPORT 2025 £

127



AN

e

PR

128

Notes to the Consolidated Financial Statements

B B R W

32. Related party transactions (Continued)

Transactions for the year (Continued)

(b) Rental payment to related parties (Continued)

Notes:

The Group paid rental of a car licence to a company
controlled by Mr. Lai Guanglin, the controlling
shareholder of the Company, for a fixed sum of
RMB12,000 (equal to HK$13,000) per month as agreed
by both parties. This is also a connected transaction
which is exempted under the Listing Rules 14A.76.

The Group paid rental of office to a related company
for a fixed sum of RMB25,000 (equal to HK$27,300)
per month as agreed by both parties. The owner of the
property is Mr. Lai Guanglin, the controlling shareholder
of the Company.

The Group paid rental of office to Mr. Lai Guanglin,
the controlling shareholder of the Company, for a fixed
sum of RMB15,000 (equal to HK$16,400) per month as
agreed by both parties from 1 July 2024 to 30 September
2024.

These connected transactions which are exempted
under Rule 14A.76 of the Listing Rules.

CHINA PIPE GROUP LIMITED # EIE X &£ B ER 2 7

32. BEALRZ @
FRR S ()
(b) FBEA+ZAHHEE ()
P -

1.

[0

=
S

AEERERBAEER —MHBX
RNAZ R EBIARL £
SRR HHREARENET
BEEEM12,000 A BE (R
13,0005 7L0) ° R B INARE £
GBI 14A. 7616 EA R 1 TR
ERG o

AEERPAZTHERR —M
BEARSTHREIMENE
B EF&H25000 A RE (£
27,3007T) © ZMEHEB NBA
DR Z A RFBAATR & o

H-ZE-_NFtA—RBE=-Z
“HWEAA=1TE  KEERH
NEREBMAR A ZERRE
BRFRTESNBESHBENT
AEEZEA15000ARE (R
16,400787T) °

BER S BIRE ETMAERI14A.76
MESHRENEERS -

—_—

«r o=



Notes to the Consolidated Financial Statements

32. Related party transactions (Continued)
Transactions for the year (Continued)

(c) Consultancy fees to related parties

Consultancy fee paid to a related
company (note)

Note:

On 3 April 2023, the Group entered into a consultancy
services agreement with a company directly wholly-owned
by Mr. Lai Guanglin (“Mr. Lai"), the controlling shareholder
of the Company, for a fixed sum of HK$373,000 per month
for one year from 3 April 2023 to 31 March 2024 ("Previous
On 2 April 2024, the
Group entered into a new consultancy services agreement with
a company directly wholly-owned by Mr. Lai on substantially
the same terms as the Previous Consultancy Services
Agreement for the period from 2 April 2024 to 31 March
2025. The consulting service fee of HK$4,476,000 shall be in
12 installments payable monthly in arrears on the last Business
Day of each month. The consultancy services agreement was

Consultancy Services Agreement”).

terminated on 30 June 2024.

It constitutes continuing connected transaction of the Company
under Chapter 14A of the Listing Rules and is subject to the
reporting, announcement and annual review requirements
but is exempted from the independent shareholders’ approval
requirement under Chapter 14A of the Listing Rules.

B A B R W

32. BEAXRZ @)

AN F—ERER RN
R E ()

IBBE:TE

FRARS (@)

(© FBEALEHBEE
2025 2024
—B-RE T
HK$'000 HK$°000
FET TFET
= 2,238

G

R-ZT-_=FMA=H AEEHERE
AL ([FBEAE]) (KRAR Z =R
REE2ERBZ—MAREMYHAZ
T ZFMA=ZRAE_T_NF=A
=+—BAH—% FAEE373,000
785 7T R ) 2 O JBE S AR 755 fhp ik ([ 2E BT ER RS
RSl - R=ZT=_WFMA=H -
AEEHBEEEERERAZ M
ARAFIVHA—Z-_NFNA-—BAE=ZF
—HEE=ZA=+—BHRZFHNERR
Ehhas - (SRR AT R RS e B AR
AR - BRI AR & 4,476,000 7T
DR EBARE —EEEALMT -
BEEREREN T _mFA=1H
#RUE -

RIEETHRRNEVIAT ZRRE
BRARRZFHEMERS - A8TE
MRAEVMAZTT 2R - RERFE
FHIRRE - HEEFA D E T IR AL
ZITE °

FAES

=
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B B R W

32. Related party transactions (Continued)

75!

130

(d) Loan to a related company

On 1 August 2016, the Group advanced a loan of
UsSD10,000,000 (equivalent to HK$77,746,000) to
China Victory International Holdings Limited (“CVIL"),
a wholly-owned subsidiary of Agria Corporation, for a
term of 3 years.

The loan carried interest at 10.5% per annum and was
repayable by 31 July 2019. The loan was secured by the
entire issued shares of CVIL executed by Agria Group
Limited (“AGL"), the immediate holding company
of CVIL, and also guaranteed by a deed of corporate
guarantee executed by Agria Corporation in favour
of the Group. Mr. Lai Guanglin, a then director and
ultimate controlling party of the Company, is also a
controlling shareholder of Agria Corporation.

Pursuant to a resolution passed in a special general
meeting on 23 February 2018, the Group and CVIL
agreed to novate and AGL, a wholly-owned subsidiary
of Agria Corporation and the immediate holding
company of CVIL, agreed to assume the Group's loan to
CVIL of USD10,000,000 (equivalent to HK$78,357,000)
with all other terms and conditions remained
unchanged.

On 9 May 2019, the Group entered into a loan
agreement (“2019 Loan Agreement”) with AGL to
renew the loan of USD10,000,000 and the annual caps
from 1 August 2019 to 31 July 2022.

Under the 2019 Loan Agreement, the clause of the
share mortgage executed by AGL, being the sole
shareholder of CVIL, over the entire issued shares of
CVIL in favour of the Group has been removed. Save
as the above amendments, all other terms of the 2019
Loan Agreement remain unchanged and continue in full
force and effect.

CHINA PIPE GROUP LIMITED # EIE X &£ B ER 2 7

32. BEAXRG @)

(d)

BT —EEERA

R—ZZE—X"ENA—HB &&
BEmHtEBHKREEFR A A
([CVIL))(Agria Corporation&)—
ME2EMBAR) BNHRIF
B E F10,000,000% T (HER
77,746,000 7T) °

ZEFAELR105%8 » BB
RZE—NFLtA=+—HBZHAH
B8 - ZEFACVILWEEIERA
A]Agria Group Limited[AGL] 77
CVILB 2 B B BATR M EHER &
Agria Corporationsi 1T A< & & {F
NEEREL - NRRABIERZES
BRI ABHEREE - TR
Agria CorporationiEf& & 5 o

BER-_Z—N\F_A-_+=HH
THREFRRS ERBANRE
= KREENCVILREFE S MAGL
(Agria Corporationf) 2 &K B A
A MCVILB BB IR A R]) A& AR
£ EMCVILKYEFX10,000,000% 7T
(}857478,357,000870) * HABIF
A5 P o

R-Z—NAFRANA  AEHE
AGLETL E % ([2019E % 1
Z1) - LABHTE(10,000,0005 7T
FREEER B=ZE—NFNA—
BE-_ZT_—F+tA=+—Hl-

BIEFE20198 Kz - UAKER
ZmA 0 BAGLOACVILAIME—RR
R)BECVILH 23 E BT’ MK &L
R D IR B R A IGGRE MR -
B EaERTIN - 2019E R
ﬁﬁﬁﬁm{%%ﬁ%f\@wﬁ%ﬁi
R RAER ° «
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Notes to the Consolidated Financial Statements

32. Related party transactions (Continued)

(d) Loan to a related company (Continued)

On 21 July 2020, the Group and Agria Group Limited
(“AGL") agreed to enter into a supplemental loan
agreement (“2020 Supplemental Loan Agreement”)
to adjust downward the interest rate for each of the
interest period from ten point five per cent (10.5%) of
the Loan per annum to five point five per cent (5.5%)
of the Loan per annum.

The loan was also secured by a share charge which
executed by the AGL in favour of the Group as a
continuing security and continuing obligation for
performance by the AGL of its obligations in the 2019
Loan Agreement (as amended or supplemented by the
2020 Supplemental Loan Agreement). Pursuant to the
share charge, the AGL will charge 20% of its share
interests in Agria Asia Investments Limited (“AAIL")
to the Group. AAIL is a company with limited liability
incorporated in the British Virgin Islands and is wholly-
owned by the Borrower.

AAIL is indirectly holding a share equity investment in
an agricultural enterprise in New Zealand through Agria
(Singapore) Pte. Ltd. (“Agria Singapore”), the only and
wholly-owned direct subsidiary of AAIL.

Save and except for the revision on the original interest
rate and the share charge by AGL, all other terms as set
out in the 2019 Loan Agreement remain unchanged.

The annual caps of the maximum principal loan
outstanding for the year ended 31 December 2021 and
period ended 31 July 2022 were USD10,000,000 for
each year/period.

B A B R W

32. BEAXRG @)

(d)

BT —[EEZE L 7 ()

RZZE_ZFEA=+—H &%
B &2 Agria Group Limited ([AGL])
RESL—HErREXGZE
(2020 ERBHE]) S FE
HOMERER 2 EFAETHT
[E(10.5%) THREER 2 BFH=E
AEAE(G.5%) e

ZEFINBHAGLLAKREE AT A
EHBRNDPRIERE - UEA
AGLIE1T2019E 1% (4820204
TERBEETS MR NEE
FHERREFERMT - RE
R A FRED © AGLE B E R Agria
Asia Investments Limited ([AAIL])
BI20% MR IE TAEE - AAILS—FE
REBER RSN LN ER
REIFAEBRAZEES -

AAILZE #8Agria (Singapore) Pte. Ltd.
([Agria Singapore] * AAAILHME
—RkEEEEMBAR) HERE
—EFAEREE QA ZRE

BRASETRRIE R AGLAE 2 15
35N+ 2019 BRI HATHR AT
HAB RIS T -

H=z—Z—_—F+-_A=+—H1
EERBE_E-_—_F+A=1+—
BILER - BESE HHzEE
FEBERASBEEELREE
10,000,000 7T °
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B B R W

32. Related party transactions (Continued)
Transactions for the year (Continued)

(d) Loan to a related company (Continued)

The annual caps of the interest amounts for the period
from 1 January 2020 to 11 August 2020, period from
12 August 2020 (assumed the effective date of 2020
Supplemental Loan Agreement) to 31 December
2020, year ended 31 December 2021 and period
ended 31 July 2022 were USD645,000, USD214,000,
USD550,000 and USD320,000 respectively (“Annual
Caps”). The 2020 Supplemental Loan Agreement,
Annual Caps of the principal loan outstanding and
interest amounts were approved by the shareholders of
the Company at the Company’s special general meeting
on 12 August 2020.

On 22 April 2022, the Group entered into a loan
agreement (“2022 Loan Agreement”) with AGL to
renew the loan and the annual caps from 1 August
2022 to 31 July 2025. All terms as set out in the
2022 Loan Agreement remain the same as 2020
Supplemental Loan Agreement.

The annual caps of the interest amounts for the period
from 1 August 2022 (assumed the effective date of
2022 Loan Agreement) to 31 December 2022, year
ended 31 December 2023, year ended 31 December
2024 and period from 1 January 2025 to 31 July 2025
were USD231,000, USD550,000, USD552,000 and
USD320,000 respectively.

CHINA PIPE GROUP LIMITED # EIE X &£ B ER 2 7

32. BEALRS @
FRAXZ (@)
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BT —[EEZE L 7 ()

H-ZE-_ZEF—A—Hz2-_ZT—
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A+=H (R&Z AL E2020/ 7
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+-A=+—HLHH - =T =—
F+-—A=t+—RBIEEREE"
E-__F+A=+—8I-HMH -
MESREFE LRSS R A645,000
7T+ 214,000 7T * 550,000
J0X% 320,000 7T ([FE LR o
AARBREER-_ZE-_ZF)\A
T+ AEITHREERIRE i
2020 E X% C ERASHE
FAB G FE LR -

RZZEZZFHAZ+=H K&
B EAGLET ML B R ik (12022535
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Notes to the Consolidated Financial Statements

32. Related party transactions (Continued)

(d) Loan to a related company (Continued)

As the value of the effective interest in shares is lower
than the outstanding indebtedness accrued under the
Loan Agreement, the company proposed to charge
further 9,650,871 shares, representing approximately
10% of entire issued shared capital of AAIL for
maintaining a better recoverability rate. AGL agreed
and confirmed the arrangement on 5 December 2024,
the share charge increased from 19,301,741 shares to
28,952,612 shares, representing approximately 30% of
the entire issued share capital of AAIL.

As the loan and the annual caps of the aforesaid
continuing connected transaction will expire on 31 July
2025, the Group entered into a loan agreement (2025
Loan Agreement”) with AGL to renew the loan and the
proposed annual caps from 1 August 2025 to 31 July
2028. All terms as set out in the 2025 Loan Agreement
remain the same as 2022 Loan Agreement except for
the shares pledged as mentioned above.

The new annual caps of the interest amounts for the
period from 1 August 2025 (assumed the effective date
of 2025 Loan Agreement) to 31 December 2025, year
ending 31 December 2026, year ending 31 December
2027 and period from 1 January 2028 to 31 July
2028 were USD231,000, USD550,000, USD550,000
and USD321,000 respectively (“New Annual Caps”).
The 2025 Loan Agreement, New Annual Caps of the
principal loan outstanding and interest amounts were
approved by the shareholders of the Company at the
Company's special general meeting on 9 July 2025.

For the year ended 31 December 2025, the interest
income from AGL amounted to approximately
USD550,000 (equivalent to HK$4,303,000) (2024:
USD550,000 (equivalent to HK$4,320,000)).
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32. BEAXRG @)

(d)

BXTF—RBEZER D GE)
aaw%mﬂﬂ%ﬁﬁm&%m

EETHIARERER - AARIER
E FE 119,650,871 kA tn - 48
ERAAILE EE BT ANA910% -
LA ERMRIINER « AGLRZZ
—MF+ - AR HBEETHERZEL
B B IREEHE19,301, 74 1RR3E N
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Notes to the Consolidated Financial Statements

B B R W

32. Related party transactions (Continued) 32. BEAEIRZ @
Transactions for the year (Continued) FARZ (&)
(d) Loan to a related company (Continued) (d) E7—[EEEL (&)

As at 31 December 2025, the loan to AGL amounted
to USD10,000,000 (equivalent to HK$78,050,000)
(31 December 2024: USD10,000,000 (equivalent to
HK$77,956,000)).

Note: For the purpose of calculation of the historical figures
and the Annual Caps, the Effective Date of the 2020
Supplemental Loan Agreement is assumed to be 12
August 2020, being the expected date of fulfillment of
the conditions precedent under the 2020 Supplemental
Loan Agreement.

Loan to a related party

R-EBE-_RAF+-_A=1+—AH0 &
SR FAGLAI£RE /410,000,000 7T
(1827 78,050,000/ 7T (ZZ
F+=-HA=+—H: 10,000,000
To(HEE 777,956,000 7T)) °

Mt RFTEESSBERFELR &
R2020f T E R R LR A H
BZZE-_ZTF)N\A+=H " B
2020 F B E R fE TR
IR RTERRR B -

(e) EFT—UBEAL

2025 2024

—E_REF —EUFE

HK$’000 HK$°000

FETT FETT

Loan to a related party (note) BT —hrRaE AL () 5,000 5,000
Note: MIEE

On 21 February 2024, the Group advanced a loan of
HK$2,950,000 to a related party. The loan carries interest at
7% per annum and repayable by 21 February 2026.

On 24 April 2024, the Group and a related party entered
into a supplemental loan agreement to vary the original loan
principal amount from HK$2,950,000 to HK$5,000,000. The
loan was secured by personal guarantee from the controlling
shareholder of the Company, Mr. Lai Guanglin, the uncle of
the related party. Save as supplemented by the supplemental
loan agreement, all other terms, conditions and provision shall
remain unchanged.

For the year ended 31 December 2025, interest income
from loan to a related party amounted to approximately
HK$350,000 (2024: HK$276,000).
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RZZBE-WE-_A-_+—H  KXE=HMR
—{7BAE A T8 —%2,950,000% T
Bk LWFEBT%EWER T =X
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R-ZE-WEMA=—+HAE - AREER
AR A LR B R A8
BEEZARE 582,950,000 T EHE
5,000,000/ 7T ° ;2 B A AR RERR
ARER - BEIARRITA - REATHARR
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Notes to the Consolidated Financial Statements

32. Related party transactions (Continued)

Transactions for the year (Continued)

(f) Sales to a related company

Sales to a related company (notes)

HE T —HRE

Notes:

The sales to a related company was carried out at normal
commercial terms mutually agreed by both parties.

The directors of the controlling company of this related
company are Mr. Lai Guanglin and Mr. Lai Fulin. They are
the associate of the Company. This is also a connected
transaction which is exempted under the Listing Rules
14A.76.

(g) Transaction with an associate

Purchase from an associate (note)
Sales to an associate (note)

Note:

The purchase and sales to an associate was carried out at
normal commercial terms mutually agreed by both parties.

—EEBERREE
HE T e R E ()

B A B R W

32. BEALRZ @

FARS (&)

() HEF—FHFHELA
2025 2024
—EZREF —E
HK$°000 HK$°000
FET FET
&7 (FIED) - 368

BsE

1. HET— Fsﬁ%ﬁsg Gk b=y
2R EIFRETT -

2. WEEQRMERARINESEA
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NEBME AL - kX FTRAR
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HEER S
(9) BE—BBELTZXE

2025 2024
—ECRE T4
HK$000 HK$000
FET FET
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B B R W

33. Statement of financial position and reserve

CHINA PIPE GROUP LIMITED

movement of the Company

ASSETS
Non-current assets

Property, plant and equipment

Investments in subsidiaries

Current assets

Prepayments and other receivables
Amounts due from subsidiaries

Tax recoverable
Cash and cash equivalents

Total assets

EQUITY
Equity holders
Share capital
Reserves

Total equity

LIABILITIES

Current liabilities

Other payables

Taxation payable

Amounts due to subsidiaries

Total liabilities
Total equity and liabilities

Net current assets

Total assets less current liabilities B & ERRB & &

The statement of financial position of the Company was
approved by the board of Directors on 27 March 2026 and

was signed on its behalf:

Lai Fulin 38188
Director 2%

&E
FRBEE
RHTBABHRE

lllbﬁﬁg

B R B A R YR
JREUS Bl B8 R B RIR
A Y@ IR

Re MREEHEY

HEE

R
EEFEA
N
G

mEs

=V

REBEE
HAb e FRIB
FERFRIR

JFE AT B 1 B I

HEE
HEERAE
REBEEFE

EXEEERLT

33. AR AMBURAKRK FHELEB

As at 31 December

R+=—BA=+—A~
2025 2024
—SE-RHE —EpF
Note HK$°000 HK$°000
k3 FET FET
20 11
90,440 90,440
90,460 90,451
494 500
118,749 109,423
903 =
1,723 734
121,869 110,657
212,329 201,108
26,645 26,645
0] 182,687 168,841
209,332 195,486
2,997 3,057
= 2,557
= 8
2,997 5,622
212,329 201,108
118,872 105,035
209,332 195,486

ARAINMBARNRERAESTEN _F J‘
_/\g H Tt Bt IT&%%

Yu Ben Ansheng BI %4
Director &%



Notes to the Consolidated Financial Statements

33. Statement of financial position and reserve

B A B R W

33. AR AMBURA KRR HELEB

movement of the Company (Continued) (&)
Note: BitEE -
(i  Reserve movement of the Company (i ARAFEEZES
Contributed
Share surplus Accumulated
premium (note) deficits Total
N
RAVEE ZithiE ]
HK$000 HK$000 HK$000 HK$000
At 1 January 2024 RZZZME-FA—H 126,552 86,759 (69,064) 144,247
Profit for the year RERET] - - 24,59 24,594
At 31 December 2024 and 1 January 2025 RZE-METZA=+-HER
ZZ-RE-R-H 126,552 86,759 (44,470) 168,841
Profit for the year FERET - - 13,846 13,846
At 31 December 2025 R-Z-R%+-A=t+-AH 126,552 86,759 (30,624) 182,687
Note: BEE
The contributed surplus of the Company represents the KRB ZEABERTIHE AN A T A IRER
difference between the nominal value of the shares issued by World Trade Bun Kee (BVI) Ltd. &= &FE,
the Company in exchange for all the issued ordinary shares of BATE BRI T 2 AR D E (BB A]
World Trade Bun Kee (BVI) Ltd. and the value of net assets of I EEBBARIR ST TF 2
the underlying subsidiaries acquired by the Company in 2000. BEEFEMEMCEZNE BEAREE
Under the Companies Act 1981 of Bermuda (as amended), the —NN\—FRREGIER]) » AR
contributed surplus is distributable to the shareholders, subject EREERENBERB AR ZER
to a solvency test. At the Group level, the contributed surplus T A SR TIRER - EAREE ZARE
is reclassified into its component of reserves of the underlying F BABBRETHEAEENBAR
subsidiaries. ZEBHEKES
L]
A i
i =
M- —
. 7/
|
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B S B R M

34. Benefits and interests of directors (disclosures 34. EENRZFER BEBEFB(D

required by section 383 of the Hong Kong TERBI) (£622F) £3831K K
Companies Ordinance (Cap. 622), Companies (RRIRBEEERZER) R
(Disclosure of Information about Benefits (58622GE) REAB(LTRAD
of Directors) Regulation (Cap. 622G) and HK MR EMEHNIKE)
Listing Rules)
(a) Directors’ and chief executive’s emoluments (a) EERTTHAZME
The remuneration of each director and the chief FZEENTHBENEE -1
executive for the years ended 31 December 2025 and FRZFT_ME+_A=+—HIt
2024 is set out below: FENMHESETIOT

For the year ended 31 December 2025
BECRCREoAST-ALEE
Emoluments paid or receivable in respect of a person’s services as a director, whether of the Company or its subsidiary undertaking
FAEE(FRRALASHNRA A LR RUFRT L rARLHME

Emoluments

paid

or receivable

in respect

of director's

other service

in connection

Remunerations with the

paidor  management

Estimated ~ Employer's receivable  of the affairs

monetary contributions  in respect of of the
value of other toa accepting  Company or
Discretionary Housing benefits ~ retirement officeas  its subsidiary
Fees Salary bonuses allowance (note (iy) - benefit scheme director  undertaking Total
RERELRY

HEG AMEQALR

AfERI 3 BHES NEHREREM

CRELHE EfEN  -BWxNd ESREmLN
Name of Directors ~~ EZ#4 fig ) Bista BERR M) HHZR ERKHE  ELNHE 4%
Hk§ 000 HK$ 000 HK$ 000 HK§000 Hk§ 000 HK$000 HK§ 000 HK$ 000 HK§ 000
TET TEL TET TET TET TET TET TET TET

Lai Fulin (note () IR (=) - 1,724 1,162 - 140 18 - 1,440 4,484
Yu Ben Ansheng (note (i) &% 4E (EE(i) - 2,640 - - 140 18 - - 2798
Wong Yee Shuen, Wikon ZEAfE 150 - - - - - - - 150
Chen Wei Wen [y 100 - - - - - - - 100
Guan Zhigang £ 150 - - - - - - - 150
Wang Chaolong B 150 - - - - - - - 150
Theng Yang g% 150 - - - - - - - 150

700 4,364 1,162 - 20 36 - 1,440 7,982
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Notes to the Consolidated Financial Statements

B B S B R M

34. Benefits and interests of directors (disclosures 34, EENFEZNER REFE(D

required by section 383 of the Hong Kong FMRBI) (55622F) 383K K

Companies Ordinance (Cap. 622), Companies (AR BEESFRER) RE)D

(Disclosure of Information about Benefits (36622GE) R BB (LEMAAD

of Directors) Regulation (Cap. 622G) and HK WREMmMELNIEE) @

Listing Rules) (Continued)

(a) Directors’ and chief executive’s emoluments () EBRTHARHE &)
(Continued)

For the year ended 31 December 2024
F-R-MEt-A=t-RILER
Emoluments paid or receivable in respect of a person’s semvices as a director, whether of the Company or s subsiciary undertaking
[ERES(TRRAANIENBAALS) RERRA X R RANES

Emoluments

paid

or receivable

in respect

of director's

other senvice

in connection

Remunerations with the

paidor  management

Estimated Employer's receivable  of the affairs

monetary  contributions  in respect of of the

value of other toa accepting ~ Company or

Discretionary Housing benefits retirement officeas  its subsidiary
Fegs Salary bonuses allowance (note () benefit scheme dector ~ undertaking Total

HERART

PR ENBLACE

HivfEFI Exy BEE DERREED

{RiEBER BIVRH  -Bfixhs EZREARH
Nameof Directors ~ E2f4 e g BERA REZY () ez EAOME  SEkEHE g
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Tan Tén Tan Tén Tin Tén Tin Tan T

Lai Fulln (note () e R - 1,685 1,070 - 140 18 - 1440 4353
Yu Ben Ansheng (note i) %4 (Fzk() - 2640 - - 140 18 - = 27%
Lai Guanglin (note (i)~ FBHAS (A53£(i) - 2,050 - - - 6 - - 2,056
Wong Yee Shuen, Wikon Z (5 150 - - - - - - - 150
Chen Wei Wen {8 100 - - - - - - - 100
Guan Zhigiang £ 150 - - - - - - - 150
Wang Chaolong b 150 - - - - - - - 150
Theng Yang g% 6 - - - - - - - §
g 556 6375 1070 - 20 4 - 1,440 9763
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B S B R M

34. Benefits and interests of directors (disclosures
required by section 383 of the Hong Kong
Companies Ordinance (Cap. 622), Companies
(Disclosure of Information about Benefits
of Directors) Regulation (Cap. 622G) and HK
Listing Rules) (Continued)

(a)

(b)

(o)

(d)

(e)

Directors’ and chief executive’s emoluments
(Continued)

Notes:
(i) Mr. Lai Fulin is the Chairman of the Company.

(i)~ Mr. Yu Ben Ansheng is the Chief Executive Officer of the
Company.

(i) Mr. Lai Guanglin was appointed on 1 July 2024 and
resigned on 4 November 2024,

(iv)  Other benefits include share option and other allowance.

Directors’ retirement benefits

None of the directors received or will receive any
retirement benefits during the year (2024: Nil).

Directors’ termination benefits

None of the directors received or will receive any
termination benefits during the year (2024: Nil).

Consideration provided to third parties for
making available directors’ services

During the year ended 31 December 2025, the
Company did not pay consideration to any third parties
for making available directors’ services (2024: Nil).

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

Save as above, there are no loans, quasi-loans and other
dealing arrangements in favour of the directors, or
controlled bodies corporate by and connected entmes
with such directors (2024: Nil). 7
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Notes to the Consolidated Financial Statements

34. Benefits and interests of directors (disclosures
required by section 383 of the Hong Kong
Companies Ordinance (Cap. 622), Companies
(Disclosure of Information about Benefits
of Directors) Regulation (Cap. 622G) and HK
Listing Rules) (Continued)

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

Save as disclosed in Note 32, there are no significant
transactions, arrangements and contracts in relation to
the Company’s business to which the Company was
a party and in which a director of the Company had a
material interest, whether directly or indirectly, subsisted
at the end of the year or at any time during the year
(2024: Nil).

35. Particulars of the principal subsidiaries

B B S B R M

34. EEMRNENER (BEFB(A
TMEH) (55622F) 3831 K
(RRIRBEEFZER) RH)
(56622GE) R FEB(LWHEAD
HREMEHNEE) @)

) EELEXRE  THHERENWE
RER
FREEE32ATH T EIN - WEBEEAR

RAEBMARBEREF—TF R
ARAEBEREFR (THREKNKE
B BEAEEAEZ RAFFREIR
FREAER)MEARS « &
RER(ZT-MEF : &) -

35. XEMBLRAER

Percentage
BAtL
Particulars of issued and fully paid Attributable Held by
Name Principal Activities share capital/registered capital to the Group subsidiaries
£ IERH ERTRBERE/EREA REEER WEARKE
Incorporated and operating in
Hong Kong
EBBAIREE
Bun Kee (International) Limited Trading of construction materials, 100 ordinary shares of HK$1 each and 100 100
mainly pipes and fittings in Hong 3,000,000 non-voting deferred shares
Kong of HK§1 each
W () ARAR REAGSREMH (FEREERE 100RBREE BT BBRR
8% 3,000 000R ERAE BT ERF
BETRY
Hamerwind Logistic Company Limited Provision of warehousing and logistic 800 ordinary shares of HK$100 each 100 100
services in Hong Kong
BEARARLF REBREEH RRRE 800 BHREE 100872 BB
Established and operating in Macao
ERFRTREE
Bun Kee Building Material and Equipment  Trading of construction materials, MOP50,000 100 100
(Macao) Co d. mainly pipes and fittings in Macao ) -
M@M Fi (2P BB AR REPEEREH (FEREERE 50,0007 N
1785 —= = B
| = =
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Notes to the Consolidated Financial Statements

B B R W

36. Summary of other potentially material
accounting policies

36.1 Principles of consolidation and equity
accounting

()

Subsidiaries

Subsidiaries are all entities (including structured
entities) over which the Group has control. The
Group controls an entity where the Group is
exposed to, or has rights to, variable returns from
its involvement with the entity and has the ability
to affect those returns through its power to direct
the activities of the entity. Subsidiaries are fully
consolidated from the date on which control is
transferred to the Group. They are deconsolidated
from the date that control ceases.

The acquisition method of accounting is used to
account for business combinations by the Group.

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

Non-controlling interests in the results and
equity of subsidiaries are shown separately in the
consolidated statement of comprehensive income,
statement of changes in equity and statement of
financial position respectively.

CHINA PIPE GROUP LIMITED # EIE X &£ B ER 2 7
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Notes to the Consolidated Financial Statements

36. Summary of other potentially material
accounting policies (Continued)

36.1 Principles of consolidation and equity
accounting (Continued)

(ii) Associates

Associates are all entities over which the Group
has significant influence but not control or joint
control. This is generally the case where the Group
holds between 20% and 50% of the voting rights.
Investments in associates are accounted for using
the equity method of accounting (see (iii) below),
after initially being recognised at cost.

(iii) Equity method

@ /

|J
N
A B ||

Under the equity method of accounting, the
investments are initially recognised at cost and
adjusted thereafter to recognise the Group's share
of the post-acquisition profits or losses of the
investee in profit or loss, and the Group’s share
of movements in other comprehensive income
of the investee in other comprehensive income.
Dividends received or receivable from associates
and joint ventures are recognised as a reduction in
the carrying amount of the investment.

Where the Group’s share of losses in an equity-
accounted investment equals or exceeds its interest
in the entity, including any other unsecured long-
term receivables, the Group does not recognise
further losses, unless it has incurred obligations or
made payments on behalf of the other entity.

Unrealised gains on transactions between the
Group and its associates and joint ventures are
eliminated to the extent of the Group’s interest in
these entities. Unrealised losses are also eliminated
unless the transaction provides evidence of an

impairment of the asset transferred. Accounting -

policies of equity-accounted investees have been

”’thanged where necessary to ensure con5|stency

N\

{with the policies adopted by the Group.

B A B R W

HtbEXETTHRUE (F)

361 KERERESSREL (&

(ii)

(iii)

BERq

ﬁéﬁ?h$$lﬂﬁﬂﬁ
BEAFEESITH R

IM%ZWﬁaﬁoﬁ\/
BERAKSERBAEZA A
20% E50% K SR o ROH
ERNRZIRE ARG

ABR (BT Gii)) » #A AKX
ik

BiEERE L REVA
LR AER  HEBIEARSE
EERIRE QA EE N
HERBRMBEELAZE I
FEEDZPER  UWRAREE

ERRERAE M2 E RS
E D BB b 2 U
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Notes to the Consolidated Financial Statements

B B R W

36. Summary of other potentially material 36. HtE RS BRBE (B

accounting policies (Continued)

36.1 Principles of consolidation and equity 36.1 MERERERESTRA (&)

accounting (Continued)

(iv) HEREZZE

(iv) Changes in ownership interests

144

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

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

If the ownership interest in a joint venture or an
associate is reduced but joint control or significant
influence is retained, only a proportionate share
of the amounts previously recognized in other
comprehensive income are reclassified to profit or
loss where appropriate.
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Notes to the Consolidated Financial Statements

36. Summary of other potentially material
accounting policies (Continued)

36.2

36.3

Separate financial statement

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

Impairment testing of the investments in subsidiaries
is required upon receiving a dividend from these
investments if the dividend exceeds the total
comprehensive income of the subsidiary in the period
the dividend is declared or if the carrying amount of the
investment in the separate financial statements exceeds
the carrying amount in the consolidated financial
statements of the investee’s net assets including
goodwill.

Segment reporting

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

36.4 Foreign currency translation

(i) Functional and presentation currency

Items included in the financial statements of each
of the Group’s entities are measured using the
currency of the primary economic environment
in which the entity operates (the “functional
currency”). The consolidated financial statements
are presented in HK$ which is the Company’s
functional and presentation currency.
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Notes to the Consolidated Financial Statements

B B R W

36. Summary of other potentially material
accounting policies (Continued)

36.4 Foreign currency translation (Continued)

(i)

(iii)

Transactions and balances

Foreign currency transactions are translated into
the functional currency using the exchange rates
prevailing at the dates of the transactions or
revaluation where items are remeasured. Foreign
exchange gains and losses resulting from the
settlement of such transactions and from the
translation at year-end exchange rates of monetary
assets and liabilities denominated in foreign
currencies are recognized in the consolidated
income statement.

Group companies

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

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

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

— all resulting exchange differences are
recognized in other comprehensive income.
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Notes to the Consolidated Financial Statements

36. Summary of other potentially material
accounting policies (Continued)

36.4 Foreign currency translation (Continued)

(iii) Group companies (Continued)

On consolidation, exchange differences arising
from the translation of any net investment in
foreign entities, and of borrowings and other
financial instruments designated as hedges
of such investments, are recognized in other
comprehensive income. When a foreign operation
is sold or any borrowings forming part of the net
investment are repaid, the associated exchange
differences are reclassified to profit or loss, as part
of the gain or loss on sale.

Goodwill and fair value adjustments arising on the
acquisition of a foreign operation are treated as
assets and liabilities of the foreign operation and
translated at the closing rate.

Disposal of foreign operation

On the disposal of a foreign operation (that is, a
disposal of the Group’s entire interest in a foreign
operation, or a disposal involving loss of control
over a subsidiary that includes a foreign operation,
a disposal involving loss of joint control over a joint
venture that includes a foreign operation, or a
disposal involving loss of significant influence over
an associate that includes a foreign operation), all
of the currency translation differences accumulated
in equity in respect of that operation attributable
to the owners of the company are reclassified to
profit or loss.
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Notes to the Consolidated Financial Statements

B B R W

36. Summary of other potentially material
accounting policies (Continued)

36.5 Property, plant and equipment

36. HttE RS BERBE @)

36.5 ¥ - BMEKRE

Property, plant and equipment, comprising, leasehold
improvements, plant, machinery and equipment,
office furniture, fixtures and fittings, office equipment,
computer equipment and motor vehicles are stated
at historical cost less accumulated depreciation
and accumulated impairment losses. Historical cost
includes expenditure that is directly attributable to the
acquisition of the assets.

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

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

Gains and losses on disposals are determined by
comparing proceeds with carrying amount. These are
included in profit or loss. When revalued assets are
sold, it is group policy to transfer any amounts included
in other reserves in respect of those assets to retained
earnings.
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Notes to the Consolidated Financial Statements

36. Summary of other potentially material
accounting policies (Continued)

36.6

36.7

Intangible assets
Trademark

Separately acquired trademark is shown at historical
cost. Trademark has a finite useful life and is carried
at cost less accumulated amortization. Amortisation is
calculated using the straight-line method to allocate the
cost of trademark over their estimated useful life of 10
years.

Software

Software has a finite useful life and is carried at cost less
accumulated amortization. Amortisation is calculated
using the straight-line method to allocate the cost of
software over their estimated useful life of 3 to 5 years.

Impairment of investments in subsidiaries
and non-financial assets

Assets that have an indefinite useful life, for example
goodwill, are not subject to amortisation and are
at least tested annually for impairment. Assets are
reviewed for impairment whenever events or changes
in circumstances indicate that the carrying amount may
not be recoverable. An impairment loss is recognised
for the amount by which the asset’s carrying amount
exceeds its recoverable amount. The recoverable
amount is the higher of an asset’s fair value less costs
to sell and value in use. For the purposes of assessing
impairment, assets are grouped at the lowest levels
for which there are separately identifiable cash flows
(i.e. CGUs). Non-financial assets other than goodwill
that suffered an impairment are reviewed for possible
reversal of the impairment at each reporting date.
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Notes to the Consolidated Financial Statements

B B R W

36. Summary of other potentially material
accounting policies (Continued)

36.8 Financial assets

()

(i)

Classification

The Group classifies its financial assets in the
following measurement categories:

—  those to be measured subsequently at fair
value (either through OCI or through profit or
loss), and

—  those to be measured at amortised cost.

The classification depends on the entity’s business
model for managing the financial assets and the
contractual terms of the cash flows.

For assets measured at fair value, gains and losses
will either be recorded in profit or loss or OCI.
For investments in equity instruments that are
not held for trading, this will depend on whether
the Group has made an irrevocable election at
the time of initial recognition to account for the
equity investment at fair value through other
comprehensive income (FVOCI).

Recognition and derecognition

Regular way purchases and sales of financial assets
are recognized on trade-date, the date on which
the Group commits to purchase or sell the asset.
Financial assets are recognized when the rights to
receive cash flows from the financial assets have
expired or have been transferred and the Group
has transferred substantially all the risks and
rewards of ownership.
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Notes to the Consolidated Financial Statements

B A B R W

36. Summary of other potentially material 36. HttE RS ERBE @

accounting policies (Continued)
368 TREE (&)
(i) F1E

36.8 Financial assets (Continued)

(iiij) Measurement

At initial recognition, the Group measures a
financial asset at its fair value plus, in the case of
a financial asset not at fair value through profit
or loss (FVPL), transaction costs that are directly
attributable to the acquisition of the financial asset.
Transaction costs of financial assets carried at FVPL
are expensed in profit or loss.

Debt instruments

Subsequent measurement of debt instruments
depends on the Group’'s business model
for managing the asset and the cash flow
characteristics of the asset. There are three
measurement categories into which the Group
classifies its debt instruments:

—  Amortised cost: Assets that are held for
collection of contractual cash flows where
those cash flows represent solely payments
of principal and interest are measured at
amortised cost. Interest income from these
financial assets is included in finance income
using the effective interest rate method.
Any gain or loss arising on derecognition
is recognized directly in profit or loss and
presented in other gains/(losses) together
with foreign exchange gains and losses.
Impairment losses are presented as separate
line item in the statement of profit or loss.
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Notes to the Consolidated Financial Statements

B B R W

36. Summary of other potentially material
accounting policies (Continued)

36.8 Financial assets (Continued)

(iiij) Measurement (Continued)

Debt instruments (Continued)

FVOCI: Assets that are held for collection
of contractual cash flows and for selling
the financial assets, where the assets’ cash
flows represent solely payments of principal
and interest, are measured at FVOCI.
Movements in the carrying amount are taken
through OCI, except for the recognition of
impairment gains or losses, interest income
and foreign exchange gains and losses
which are recognized in profit or loss. When
the financial asset is derecognized, the
cumulative gain or loss previously recognized
in OCl is reclassified from equity to profit or
loss and recognized in other gains/(losses).
Interest income from these financial assets is
included in finance income using the effective
interest rate method. Foreign exchange gains
and losses are presented in other gains/(losses)
and impairment losses are presented as
separate line item in the statement of profit
or loss.

FVPL: Assets that do not meet the criteria
for amortised cost or FVOCI are measured
at FVPL. A gain or loss on a debt investment
that is subsequently measured at FVPL is
recognized in profit or loss and presented net
within other gains/(losses) in the period in
which it arises.
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Notes to the Consolidated Financial Statements

36. Summary of other potentially material
accounting policies (Continued)

36.8 Financial assets (Continued)

(iiij) Measurement (Continued)

(iv)

‘-

Equity instruments

The Group subsequently measures all equity
investments at fair value. Where the Group's
management has elected to present fair value
gains and losses on equity investments in OCI,
there is no subsequent reclassification of fair value
gains and losses to profit or loss following the
derecognition of the investment. Dividends from
such investments continue to be recognized in
profit or loss as other income when the Group’s
right to receive payments is established.

Changes in the fair value of financial assets at
FVPL are recognized in other gains/(losses) in
the statement of profit or loss as applicable.
Impairment losses (and reversal of impairment
losses) on equity investments measured at FVOCI
are not reported separately from other changes in
fair value.

Impairment

The Group assesses on a forward looking basis
the expected credit losses associated with its debt
instruments carried at amortised cost and FVOCI.
The impairment methodology applied depends on
whether there has been a significant increase in
credit risk.

For trade receivables, the Group applies the
simplified approach permitted by HKFRS 9, which
requires expected lifetime losses to be recognized
from initial recognition of the receivables.
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Notes to the Consolidated Financial Statements

B B R W

36. Summary of other potentially material
accounting policies (Continued)

36.8 Financial assets (Continued)

CHINA PIPE GROUP LIMITED

(iv) Impairment (Continued)

Impairment on other receivables is measured as
either 12-month expected credit losses or lifetime
expected credit losses, depending on whether
there has been a significant increase in credit risk
since initial recognition. If a significant increase
in credit risk of a receivables has occurred since
initial recognition, then impairment is measured as
lifetime expected credit losses.

36.9 Cash and cash equivalents

For the purpose of presentation in the consolidated
statement of cash flows, cash and cash equivalents
includes cash on hand, deposits held at call with
financial institutions, fixed bank deposits that are readily
convertible to known amounts of cash and which are
subject to an insignificant risk of changes in value.

36.10 Share capital

Ordinary shares are classified as equity. Incremental
costs directly attributable to the issue of new shares or
options are shown in equity as a deduction, net of tax,
from the proceeds.

36.11 Trade and other payables

These amounts represent liabilities for goods and services
provided to the Group prior to the end of financial
year which are unpaid. Trade and other payables are
presented as current liabilities unless payment is not due
within 12 months after the reporting period. They are
recognised initially at their fair value and subsequently
measured at amortised cost using the effective interest
method.
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Notes to the Consolidated Financial Statements

36. Summary of other potentially material
accounting policies (Continued)

36.12 Borrowings

Borrowings are initially recognised at fair value, net of
transaction costs incurred. Borrowings are subsequently
measured at amortised cost. Any difference between
the proceeds (net of transaction costs) and the
redemption amount is recognised in profit or loss over
the period of the borrowings using the effective interest
method. Fees paid on the establishment of loan facilities
are recognised as transaction costs of the loan to the
extent that it is probable that some or all of the facility
will be drawn down. In this case, the fee is deferred
until the draw down occurs. To the extent there is
no evidence that it is probable that some or all of the
facility will be drawn down, the fee is capitalised as a
prepayment for liquidity services and amortised over the
period of the facility to which it relates.

Borrowings are removed from the consolidated
statement of financial position when the obligation
specified in the contract is discharged, canceled or
expired. The difference between the carrying amount
of a financial liability that has been extinguished or
transferred to another party and the consideration paid,
including any non-cash assets transferred or liabilities
assumed, is recognised in profit or loss as other income
or finance costs.

Where the terms of a financial liability are renegotiated
and the entity issues equity instruments to a creditor
to extinguish all or part of the liability (debt for equity
swap), a gain or loss is recognised in profit or loss,
which is measured as the difference between the
carrying amount of the financial liability and the fair
value of the equity instruments issued.

Borrowings are classified as current liabilities unless the
Group has an unconditional right to defer settlement
of the liability for at least 12 months after the reporting
period.
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Notes to the Consolidated Financial Statements

B B R W

36. Summary of other potentially material
accounting policies (Continued)

36.13 Borrowings costs

General and specific borrowing costs directly
attributable to the acquisition, construction or
production of qualifying assets, which are assets that
necessarily take a substantial period of time to get
ready for their intended use or sale, are added to the
cost of those assets, until such time as the assets are
substantially ready for their intended use or sale.

Investment income earned on the temporary investment
of specific borrowings pending their expenditure on
qualifying assets is deducted from the borrowing costs
eligible for capitalisation.

Other borrowing costs are expensed in the period in
which they are incurred.

36.14 Current and deferred income tax

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

(i) Current income tax

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

36. Summary of other potentially material
accounting policies (Continued)

36.14 Current and deferred income tax (Continued)

\
|

(ii) Deferred income tax

Al

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

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

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

Deferred tax assets and liabilities are offset where
there is a legally enforceable right to offset current
tax assets and liabilities and where the deferred
tax balances relate to the same taxation authority.

Current tax assets and tax liabilities are offset™
where the entity has a legally enforceable right
/o offset and intends either to settle on a net
. | basis, or to realise the asset and settle the liability

simultaneously.
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Notes to the Consolidated Financial Statements

B B R W

36. Summary of other potentially material
accounting policies (Continued)

36.14 Current and deferred income tax (Continued)

(ii) Deferred income tax (Continued)

Current and deferred tax is recognised in profit
or loss, except to the extent that it relates to
items recognised in other comprehensive income
or directly in equity. In this case, the tax is also
recognised in other comprehensive income or
directly in equity, respectively.

36.15 Employee benefits

()

(i)

CHINA PIPE GROUP LIMITED

Employee leaves

Employee entitlements to annual leave are
recognised when they accrue to employees. A
provision is made for the estimated liability for
annual leave as a result of services rendered by
employees up to the end of reporting period.

Employee entitlements to sick leave and maternity
leave are not recognised until the time of leave.

Bonus plans

The expected cost of bonus payments are
recognised as a liability when the Group has a
present legal or constructive obligation as a result
of services rendered by employees and a reliable
estimate of the obligation can be made.

Liabilities for bonus plans are expected to be
settled within twelve months and are measured at
the amounts expected to be paid when they are
settled.
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Notes to the Consolidated Financial Statements

36. Summary of other potentially material
accounting policies (Continued)

36.15 Employee benefits (Continued)

(iii) Pension obligations

Following the adoption of the Mandatory
Provident Fund (“MPF"”) Scheme in December
2000, all employees of the Group employed in
Hong Kong joined the MPF Scheme. Under this
scheme, employees and the Group are required
to make contributions to the scheme calculated
at 5% of the individual employee’s monthly
basic salaries, subject to a cap of HK$1,500. The
Group's contributions to this scheme are expensed
when they are due. The assets of the scheme
are held separately from those of the Group in
independently administered funds.

The Group’s employees in the People’s Republic
of China (the “PRC") are covered by various
government sponsored pension plans. These
government agencies are responsible for the
pension liabilities to these employees. The relevant
group companies pay monthly contributions to
these pension plans based on certain percentages
of the salaries, subject to a certain ceiling.

The employees employed by the operations in
Macau are members of the government-managed
retirement benefits schemes operated by the
Macau government. The Macau operations are
required to pay a monthly fixed contribution to the
retirement benefits schemes to fund the benefits.
The only obligation of the Group with respect
to the retirement benefits schemes operated by
the Macau government is to make the required
contributions under the schemes.

Under these plans, the Group has no legal or
constructive obligation to make further payments
once the required contributions have been paid.
Contributions to these plans are expensed as
incurred. ‘
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Notes to the Consolidated Financial Statements

B B R W

36. Summary of other potentially material 36. HttE RSB RBE @

accounting policies (Continued)
36.15 EE &R (@)
(iv) URGBEEZMH

36.15 Employee benefits (Continued)

(iv) Share-based payment

160

The Group operates an equity-settled, share-
based compensation plan, under which the entity
receives services from employees as considerations
for equity instruments (options) of the Group.
The fair value of the employee services received in
exchange for the grant of the options is recognised
as an expense. The total amount to be expensed
is determined by reference to the fair value of the
options granted:

e including any market performance conditions
(for example, an entity’s share price);

e excluding the impact of any service and non-
market performance vesting conditions (for
example, profitability, sales growth targets
and remaining an employee of the entity over
a specified time period); and

e including the impact of any non-vesting
conditions (for example, the requirement for
employees to save or holding shares for a
specified period of time).

The total expense is recognised over the vesting
period, which is the period over which all of the
specified vesting conditions are to be satisfied.
At the end of each reporting period, the entity
revises its estimates of the number of options that
are expected to vest based on the non-market
performance and service conditions. It recognises
the impact of the revision of original estimates, if
any, in the income statement with a corresponding
adjustment to equity.

When the options are exercised, the Company
issues new shares. The proceeds received net
of any directly attributable transaction costs are
credited to share capital (nominal value) and share

premium. '/{
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Notes to the Consolidated Financial Statements

36. Summary of other potentially material
accounting policies (Continued)

36.15 Employee benefits (Continued)

(v) The Group operates defined benefit plan

Remeasurements of the net defined benefit asset
or liability, which comprise actuarial gains and
losses, return on plan assets excluding interest and
the effect of the asset ceiling (if any, excluding
interest), are recognized immediately in OCI. The
net defined benefit asset or liability represents
the present value of defined benefit obligations
reduced by the fair value of plan assets, after
applying the asset ceiling test, where the net
defined benefit surplus is limited to the present
value of available refunds and reductions in future
contributions to the plan.

36.16 Provisions

Provisions are recognised when the Group has a present
legal or constructive obligation as a result of past
events, it is probable that an outflow of resources will
be required to settle the obligation, and the amount has
been reliably estimated.

Where there are a number of similar obligations, the
likelihood that an outflow will be required in settlement
is determined by considering the class of obligations as
a whole. A provision is recognised even if the likelihood
of an outflow with respect to any one item included in
the same class of obligations may be small.

Provisions are measured at the present value of the
expenditures expected to be required to settle the
obligation using a pre-tax discount rate that reflects
current market assessments of the time value of money
and the risks specific to the obligation. The increase in
the provision due to passage of time is recognised as
interest expense.
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Notes to the Consolidated Financial Statements

B B R W

36. Summary of other potentially material
accounting policies (Continued)

36.17 Related parties

For the purpose of these consolidated financial
statements, related party includes a person and entity as
defined below:

(@) 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 of the Group;

(i) has significant influence over the Group; or

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

(b) An entity is related to the company 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).

(i) 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 Consolidated Financial Statements

36. Summary of other potentially material
accounting policies (Continued)

36.18 Earnings per share

(i) Basic earnings per share

Basic earnings per share is calculated by dividing:

e the profit attributable to owners of the
Company, excluding any costs of servicing
equity other than ordinary shares, and

e by the weighted average number of ordinary
shares outstanding during the financial year,
adjusted for bonus elements in ordinary
shares issued during the year and excluding
treasury shares.

(ii) Diluted earnings per share

Diluted earnings per share adjusts the figures used
in the determination of basic earnings per share to
take into account:

e the after-income tax effect of interest and
other financing costs associated with dilutive
potential ordinary shares, and

e the weighted average number of additional
ordinary shares that would have been
outstanding assuming the conversion of all
dilutive potential ordinary shares.
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Notes to the Consolidated Financial Statements

B B R W

36. Summary of other potentially material 36. HttE RSB RBE @

accounting policies (Continued)

36.19 Leases 3619 FHE
The Group leases various office, warehouses, retail TEBHEZREARAE - 2E -
shops and staff quarters. Property leases are typically EEREIRES - HO—KETEA
made for fixed periods of one to ten years. Lease terms HNZE10F - HEKRTIREBELE
are negotiated on an individual basis and contain W BB E B A RERR G -
various different terms and conditions. The lease THEBZEIL EHEMNEMZLD -
agreements do not impose any covenants, but leased MEAETERBRAERNER
assets may not be used as security for borrowing mn e
purposes.
Leases are recognized as right-of-use assets and the HERSHEEENHAEEFFA
corresponding liabilities at the date of which the ZBHERRERAREEERARE
respective leased asset is available for use by the Group. afE - SEEREHHERBER
Each lease payment is allocated between the liability BEKA - MEKAEEEHEEE
and finance cost. The finance cost is charged to profit HARINMEZ R S8 - AR HIE S
or loss over the lease period so as to produce a constant EIEAFE ¥ & B A RE AV AR E BRI &
periodic rate of interest on the remaining balance of the o

liability for each period.

Assets and liabilities arising from a lease are initially HEEANEERABYLSIREAE

measured on a present value basis. Lease liabilities AEHE - HEBEREUTHE

include the net present value of the following lease R FIRE -

payments:

e fixed payments (including in-substance fixed e EENR(BEEEEENR
payments), less any lease incentives receivable; ) AT FE U AE & AR R

e variable lease payment that are based on an index o HRNEHIFEMIUEHE
or a rate; (NE/E

e amounts expected to be payable by the lessee o FMRBEERTHAEARE
under residual value guarantees; HAPE(I RIE

e the exercise price of a purchase option if the lessee o HEEHERITEMER (WMAMEA
is reasonably certain to exercise that option; and BEBMETEITEZEN) « &

e payments of penalties for terminating the lease, e XMNKRIEMEERSIK(HHE
if the lease term reflects the lessee exercising that 16 TR B A A 1T (58 A F) 4% J‘
option. LEFBAY) -
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Notes to the Consolidated Financial Statements

36. Summary of other potentially material
accounting policies (Continued)

36.19 Leases (Continued)

The lease payments are discounted using the interest
rate implicit in the lease. If that rate cannot be
determined, the lessee’s incremental borrowing rate
is used, being the rate that the lessee would have to
pay to borrow the funds necessary to obtain an asset
of similar value in a similar economic environment
with similar terms and conditions. To determine
the incremental borrowing rate, the Group, where
possible, uses recent third-party financing received by
the individual lessee as a starting point, adjusted to
reflect changes in financing conditions since third party
financing was received.

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

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

e the amount of the initial measurement of lease
liability;

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

e any initial direct costs; and
e restoration costs.

Right-of-use assets are generally depreciated over the
shorter of the asset’s useful life and the lease term on
a straight-line basis. If the Group is reasonably certain
to exercise a purchase option, the right-of-use asset is
depreciated over the underlying asset’s useful life.
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Notes to the Consolidated Financial Statements

B B R W

36. Summary of other potentially material
accounting policies (Continued)

36.19 Leases (Continued)

Payments associated with short-term leases are
recognized on a straight-line basis as an expense in
profit or loss. Short-term leases are leases with a lease
term of 12 months or less.

36.20 Interest income

Interest income on financial assets at amortised cost
calculated using the effective interest method is
recognized in profit or loss as part of other income.
Interest income is presented as finance income where
it is earned from financial assets that are held for cash
management purposes. Any other interest income is
included in other income.

Interest income is calculated by applying the effective
interest rate to the gross carrying amount of a financial
asset except for financial assets that subsequently
become credit-impaired. For credit-impaired financial
assets the effective interest rate is applied to the net
carrying amount of the financial asset (after deduction
of the loss allowance).

36.21 Dividend distribution

Provision is made for the amount of any dividend
declared, being appropriately authorised and no longer
at the discretion of the entity, on or before the end of
the reporting period but not distributed at the end of
the reporting period.
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Notes to the Consolidated Financial Statements

36. Summary of other potentially material
accounting policies (Continued)

36.22 Government grants

Grants from the government are recognised at their fair
value where there is a reasonable assurance that the
grant will be received and the Group will comply with
all attached conditions.

Government grants relating to costs are deferred and
recognised in the profit or loss over the period necessary
to match them with the costs that they are intended to
compensate.

Government grants relating to the purchase of property,
plant and equipment are included in non-current
liabilities as deferred income and are credited to profit
or loss on a straight-line basis over the expected lives of
the related assets.

36.23 Derivative financial instruments

A derivative is initially recognised at fair value on
the date a derivative contract is entered into and is
subsequently remeasured at its fair value at the end of
each reporting period. The change in the fair value is
recognised in the consolidated income statement.
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Five-Year Financial Summary

TiAFE BAB L
Restated
KE5|
(note)
(Hist)
2021 2022 2023 2024 2025
“EC—F T F T=F T NF ZE-EHF
Results S HK$'000  HK$'000  HK$000  HK$'000  HKS000
FHET FAET FHET FET FAETT
Revenue PN 682,187 636,535 714,129 783,502 645,374
Profit before income tax A=A 65,291 58,242 68,844 100,885 64,533
Tax expense IS B (9,324) (9,024) (10,454) (13,665) (8,567)
Profit for the year AREE R A - - 58,390 87,220 55,966
Profit for the year from REEEXER
continuing operation FEHEF 55,967 49,218 = = -
Profit for the period/ year — #X|F&iBE
from discontinued AR, F R
operation 348 = = = -
Profit for the year NG A 56,315 49,218 58,390 87,220 55,966
Attributable to: BN
Equity holders of the RNABIEEFEEA
Company 56,424 49,218 58,390 87,220 55,966
Non-controlling interests ~ FF¥Ef& #EzE (109) - - - -
56,315 49,218 58,390 87,220 55,966
Assets and liabilities EERAE
Total assets BEE 901,633 902,372 950,129 1,036,836 1,057,869
Total liabilities waE (278,529)  (230,701)  (220,348)  (219,795)  (184,583)
Total equity Y I 623,104 671,671 729,781 817,041 873,286
Note: BfaE

The change in accounting policy for cost of inventory has been accounted
for retrospectively and the comparative figures for the corresponding

comparative prior periods has been restated.

FERASHBRREETEEPALRK L E S48
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