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CHAIRMAN'S STATEMENT

Dear Shareholders,

On behalf of the board of directors (the “Board”) of Feiyang International Holdings Group Limited (the "Company”)
and its subsidiaries (collectively, the "Group”), | am pleased to present the annual report of the Group for the year
ended 31 December 2025 (the “Year"”). The Group is a well-established travel service provider based in Ningbo,
Zhejiang Province of the PRC and offers diversified products that cater for different travellers’ needs.

BUSINESS

Domestic travel spending in China has reached new heights in 2025 and has surpassed pre-pandemic figures.
According to the Ministry of Culture and Tourism, the number of domestic tourist trips reached 6.52 billion in 2025,
representing increase of 16.2% compared to 2024, alongside the aggregate traveler spending recorded 9.5% year-
on-year growth. The sustained tourism surge in China has continued to fuel the year on-year growth of the Group
business in 2025.

During the Year, the Group's total revenue increased from RMB715.9 million for the year ended 31 December 2024
(the “Previous Year”) to RMB783.1 million for the Year, and the loss for the Year decreased from RMB54.8 million
for the Previous Year to RMB30.6 million for the Year, which was mainly attributed to (i) the decrease in impairment
loss on financial assets by RMB17.9 million after the assessment of the credit risk on financial assets faced by the
Group at the end of the Year and (ii) decrease in administrative expenses by RMB12.7 million. Such decrease
was partially offset by the increase in selling and distribution expenses of approximately RMB3.8 million mainly
attributable to the increase in staff costs as a result of the expansion of our business network.

The tourism market remains highly vibrant with strong travel intent. As enthusiasm for personalized and unique
experiences continues to grow, long-haul and themed travel are emerging as new market hotspots. In light of this
trend, the Company is consolidating and optimizing its domestic business while actively expanding into outbound
long-haul travel. The Company is systematically establishing a presence in mainstream destinations like Europe,
America, Australia, and Africa, while focusing on high-end polar exploration in South America and Antarctica. By
creating differentiated and signature products, the Company strives to build its long-term sustainable competitive
advantage. These immersive exploration routes not only precisely meet the demand for high-quality travel but
are also poised to become a key engine for the future growth of the Company. In parallel, the Group continues
to diversify its income streams through strategic collaborations with relevant industry partners to promote cultural
tourism innovation.
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CHAIRMAN'S STATEMENT

PROSPECTS

China’s tourism industry continued to demonstrate sustainable and strong growth momentum during the Year.
In recent years, the government has actively promoted tourism development through increased infrastructure
investment and the implementation of policies and stimulus measures that encourage cross border mobility and
inter provincial travel. The recent official announcement of the “15th Five Year Plan” has further laid the foundation
for the sector’s continued expansion as a key engine of national economic growth in the years ahead. The Plan
sets a clear direction for the next phase of tourism development, emphasising the supply of high quality products,
improved service standards and deeper culture tourism integration. These national priorities, together with
ongoing investment in transportation infrastructure and efforts to strengthen China’s cultural influence globally,
are expected to support steady expansion of tourism markets.

The Group will continue to align its strategy with this new development cycle. We will focus on enhancing product
innovation and the quality of our offerings, strengthening digital capabilities and enriching cultural tourism content
to meet evolving consumer expectations. At the same time, the Group will continue to serve customers across
different age groups by offering exceptional travelling experience and products to capture the potentials of the
expanding tourism market.

Moving forward, the Group remains committed to disciplined execution, steady operational improvement and the
pursuit of sustainable growth, while further enhancing its ability to capture emerging opportunities, reinforce its
competitive position and deliver lasting value to shareholders.

APPRECIATION

On behalf of the Board of Directors, | would like to express my heartfelt appreciation to our management team
and all employees for their steadfast dedication, loyalty, hard work, and professional contributions, which are key
to the ongoing success and resilience of our Group. Also, | would like to express our sincere appreciation to our
stakeholders, business partners, clients and suppliers for their continuous and valuable support. We are optimistic
that the business of our Group will be brilliant in the coming future.

He Binfeng
Chairman, executive director and chief executive officer

Ningbo, the PRC, 30 March 2026
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MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS REVIEW

The Group is a well-established travel service provider based in Ningbo, Zhejiang Province of the PRC and offers
diversified products that cater for different travellers’ needs. The Group is principally engaged in (i) the design,
development and sales of outbound, domestic and surrounding travel package tours; (ii) the design, development
and sales of FIT products, which mainly include provision of air tickets and/or hotel accommodation; (iii) the
provision of ancillary travel-related products and services, including but not limited to visa application processing,
admission tickets to tourist attractions, conferencing services and arranging purchase of travel insurance for the
customers; (iv) the sales of health products; and (v) the provision of information system development products and
services.

The domestic tourism market sustained its strong recovery momentum. According to the Ministry of Culture
and Tourism, the number of domestic tourist trips reached 6.52 billion in 2025, representing increase of 16.2%
compared to 2024 and has surpassed the pre-pandemic level of 6.01 billion in 2019. Also, the aggregate traveler
spending increased to RMB&.3 trillion, recorded 9.5% year-on-year growth. This demonstrated vitality of domestic
tourism market and continuous expansion of the sector.

Acknowledging the vital role of holidays and leisure time in promoting domestic tourism, China announced
revisions to its holiday schedule in November 2024, introducing two additional public holidays starting from 1
January 2025 — one extra day each for the Spring Festival and Labor Day. According to the Ministry of Culture and
Tourism, the extended 8-day Spring Festival and 5-day Labour Day holiday in 2025 has resulted in approximately
501 million and 314 million domestic trips, representing a 5.9% and 6.4% increase year-on-year, and recorded
the aggregate traveler spending of RMB677 billion and RMB180 billion, reflecting a 7.0% and 8.0% year-on-year
growth respectively. Reflecting these positive developments, the sales of travel-related products and services of
the Group has significantly increased from RMB698.8 million for the Previous Year to RMB780.9 million for the
Year.

The sustained strength of domestic travel was further stimulated by national strategic initiatives and coordinated
policy measures. During the 8 day Golden Week holiday, more than 29,000 cultural and tourism events were held
nationwide, accompanied by distributing over RMB480 million in consumption subsidies. Domestic tourist trips
reached 888 million, and total spending climbed to RMB809.01 billion, representing year-on-year increases of
16.1% and 15.4%, respectively. Reflecting these positive developments, the sales of package tours has significantly
increased to RMB382.5 million for the Year (Previous Year: RMB289.1 million).

The Group recorded a net loss of RMB30.6 million and RMB54.8 million for the Year and the Previous Year,
respectively. Despite the fact that the total revenue has increased from RMB715.9 million in the Previous Year
to RMB783.1 million for the Year, the Group recorded a net loss mainly due to (i) administrative expense and
impairment loss of RMB27.0 million and RMB32.6 million (Previous Year: RMB39.8 million and RMB50.4 million);
(i) the increase in selling and distribution expenses of approximately RMB3.8 million mainly attributable to the
increase in staff costs as a result of the expansion of our business network nationwide; and (iii) decrease in gross
profit from provision of information system development services and finance lease income during the Year.
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MANAGEMENT DISCUSSION AND ANALYSIS

PROSPECTS

China’s "15th Five Year Plan” sets clear objectives for advancing China’s development as a leading tourism nation,
with a strong emphasis on enriching high quality tourism product supply, improving service standards, deepening
culture tourism integration and enhancing the convenience and internationalization of inbound travel. These
structural shifts are expected to reshape industry dynamics, supported by technological empowerment and the
creation of new products, formats and consumption scenarios.

Against this backdrop, the Group has continued to refine its strategic positioning and strengthen its capabilities
to capture the opportunities arising from this new development cycle. During the Year, the Group entered
into several forward looking collaborations with leading institutions in media, cultural asset trading, blockchain
technology and digital finance innovation. These include initiatives such as cooperation frameworks relating to
the digitalisation of cultural and tourism assets, trendy collectible card applications, through blockchain related
solutions, and “Shan He Universe Project” which focuses on cultural IP development. Collectively, these projects
enhance the Group's cultural tourism resource integration capabilities, expand digital tourism application
scenarios and reinforce its long term competitiveness.

While these collaborations remain at various stages of development, they form an important foundation for the
Group's future transformation and growth, reflecting its commitment to pursuing new cultural tourism formats and
technology enabled business opportunities.

As China further optimises visa free entry policies, enhances inbound travel convenience and promotes
international cultural exchange, the Group expects to benefit from rising cross border tourism flows and the
growing global demand for Chinese cultural tourism experiences. In parallel, the Group will continue to deepen
its presence in the silver haired tourism segment, leveraging its accumulated experience to capture the long term
potential of this expanding demographic market.

Looking ahead, the Group will continue to advance innovation, deepen cultural tourism integration and strengthen
its digital capabilities, while maintaining a firm commitment to high quality customer service and exploring
opportunities to expand its global tourism footprint. These efforts will enable the Group to align with national
development priorities and capture emerging opportunities arising from favourable industry momentum, including
the further optimisation of visa free entry policies, enhanced inbound travel convenience and the expansion of
international cultural exchange.

Supported by an experienced management team, solid operational capabilities and a clear long term strategy,

the Group believes it is well positioned to capture future opportunities, enhance its competitive advantages and
deliver sustainable value to shareholders in the years ahead.
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MANAGEMENT DISCUSSION AND ANALYSIS

FINANCIAL REVIEW

Revenue

The following table sets forth the breakdown of the Group's revenue by business segment for the years indicated:

Year ended 31 December
2025 2024

Percentage Percentage
Revenue of revenue Revenue of revenue
RMB’000 % RMB’'000 %

Travel-related products and services
(i)  Gross revenue from sales of

FIT products 386,205 49.3 397,529 55.5
(i) Sales of package tours 382,520 48.8 289,075 40.4
(i) Margin income from sales of
FIT products 7.093 0.9 6,999 1.0
(iv)  Sales of ancillary travel-related
products and services 5,048 0.7 5,166 0.7
780,866 99.7 698,769 97.6
Sales of health products 1,358 0.2 16,300 2.3
Information system development services 868 0.1 671 0.1
Finance lease income - - 128 -
Total 783,092 100.0 715,868 100.0

During the Year, the Group generated revenue from: (i) provision of travel-related products and services, including
gross revenue from sales of FIT products, sales of package tours, margin income from sales of FIT products and
sales of ancillary travel-related products and services; (ii) sales of health products; and (jii) provision of information
system development services. The Group’s customers primarily comprised retail, corporate and institutional
customers.

The Group's total revenue increased by RMB67.2 million or 9.4% from RMB715.9 million for the Previous Year to

RMB783.1 million for the Year, which was mainly attributable to increase in sales of the Group's package tours as a
result of the recovery of the tourism industry in the PRC.

08 Feiyang International Holdings Group Limited / Annual Report 2025




MANAGEMENT DISCUSSION AND ANALYSIS

Travel-related products and services

(i)

(ii)

Gross revenue from sales of FIT products

Gross revenue from sales of FIT products of air tickets and hotel accommodations to customers were
recorded on a gross basis due to the Group's role in providing goods and rendering services as a principal
and control over the goods and services provided by airline operators, hotel operators and other travel
agencies during the Year. During the Year, the Group's gross revenue from sales of FIT products amounted
to RMB386.2 million (Previous Year: RMB397.5 million).

Sales of package tours

The sales of package tours mainly represented the fees received from customers for the package tours.
The Group’s package tours can be classified into (i) traditional package tours, which are group tours with
standardised itineraries; and (i) tailor-made tours, which are group tours with non-standardised itineraries
and provide freedom for customers to select their preferred mode of transportations, hotels and tourist
attractions.

Package tours by type

The following table sets forth the breakdown of the revenue from sales of package tours by type for the years
indicated:

Year ended 31 December

2025 2024
Percentage Percentage
Revenue of revenue Revenue of revenue
RMB’'000 % RMB'000 %
Traditional package tours 360,373 94.2 266,320 92.1
Tailor-made tours 22,147 5.8 22,755 7.9
Total 382,520 100.0 289,075 100.0

The sales of traditional package tours and tailor-made tours contributed 94.2% and 5.8% (Previous Year:
92.1% and 7.9%) of the Group's total sales of package tours for the Year, respectively. The Group's sales of
package tours significantly increased by RMB93.4 million or 32.3% from RMB289.1 million for the Previous
Year to RMB382.5 million for the Year.

The increase in sales from traditional package tours from RMB266.3 million for the Previous Year to RMB360.4
million for the Year was mainly due to recovery of the tourism industry which led to an increase in demand
for package tours during the Year. The sales from tailor-made tours remained relatively stable from RMB22.8
million for Previous Year to RMB22.1 million for the Year.
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MANAGEMENT DISCUSSION AND ANALYSIS

(iii)

(iv)

10

Margin income from sales of FIT products

FIT products mainly include air tickets, hotel accommodation and a combination of both. The Group’s margin
income from sales of FIT products is recognised on a net basis, being the sales invoice amount of the FIT
products netted off against the associated direct costs, as the Group renders services as an agent, whereby
the Group is only responsible for arranging the booking of FIT products with no control obtained over the
services performed by airline operators, hotel operators and other travel agencies.

FIT Products by type

The Group's margin income from sales of FIT products included (i) margin income from sales of air tickets;
and (ii) margin income from sales of other FIT products. The following table sets forth the breakdown of
revenue of margin income from FIT products by type for the years indicated:

Year ended 31 December

2025 2024

RMB’000 RMB'000

Margin income from sales of air tickets 6,498 6,308
Margin income from sales of other FIT products 595 691
Total 7,093 6,999

The Group's total margin income from sales of FIT products remained relatively stable from RMB7.0 million
for the Previous Year to RMB7.1 million for the Year.

Sales of ancillary travel-related products and services

The Group also offered ancillary travel-related products and services to customers, including but not limited
to visa application processing, admission tickets to tourist attractions, conferencing services and arranging
purchase of travel insurance for the customers. The sales of ancillary travel-related products and services
remained stable at RMB5.2 million for the Previous Year and RMB5.0 million for the Year.
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MANAGEMENT DISCUSSION AND ANALYSIS

Sales of health products

In 2022, the Group ventured into new business opportunities into nutraceutical market through sales of health
products, including Nicotinamide MonoNucleotide longevity supplements, liver detoxification supplements
and related products to address the increasing attention to health and prevention by the consumers. Revenue
generated from sales of health products decreased by RMB14.9 million or 91.7%, from RMB16.3 million for the
Previous Year to RMB1.4 million for the Year, which was mainly driven by the strategic shift towards provision of
travel-related products and services, supported by the recovery of the tourism sector.

Information system development services

Information system development services mainly represented the provision of cloud storage services, web hosting
services, enterprise mailbox and website development and leasing of equipment including rental of data centres,
servers, hard drives, computing machines, cryptocurrency mining machines and other storage devices. Revenue
from information system development services amounted to RMBO0.9 million for the Year (Previous Year: RMBO.7
million).

Finance lease income

In 2023, the Group launched its new business segment for rental of computing power machines and hardware
equipment. No revenue was generated from finance lease income for the Year (Previous Year: RMBO.1 million).

Cost of sales

The Group's cost of sales mainly represented the (i) direct costs incurred for the sales of package tours including
land and cruise operation, air ticket and local transportation, hotel accommodation and others, and (ii) costs
incurred for sales of FIT products. Cost of sales increased by RMB65.1 million or 9.8% from RMB667.4 million for
the Previous Year to RMB732.5 million for the Year. Such increase was in line with increase in the Group's total
revenue for the year, as a result of the recovery of the tourism industry in the PRC.
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MANAGEMENT DISCUSSION AND ANALYSIS

Gross profit and gross profit margin

The following table sets forth the breakdown of the Group’s gross profit and gross profit margin by business
segment for the years indicated:

Year ended 31 December
2025 2024
Gross profit

Gross profit/ margin/ Gross profit/ Gross profit
(loss) (loss) (loss) margin
RMB’000 % RMB'000

Travel-related products and services
(i)  Gross revenue from sales of FIT

products (4,482) (1.2) (1,918) (0.5
(i)  Package tours
— Traditional 43,000 11.9 37,667 141
— Tailor-made 2,013 9.1 2,103 9.2
45,013 11.8 39,770 13.8
(i) Margin income from sales of FIT
Products 6,520 91.9 6,317 90.3
(iv)  Ancillary travel-related products and
services 3,343 66.2 1,119 21.7
50,394 6.5 45,288 6.5
Sales of health products 137 10.1 2,449 15.0
Information system development services 43 5.0 625 93.1
Finance lease income - - 128 100.0
Total 50,574 6.5 48,490 6.8

The Group recorded gross profit of RMB50.6 million and RMB48.5 million, representing gross profit margin of 6.5%
and 6.8% for the Year and the Previous Year, respectively. The increase in the overall gross profit was mainly due
to increase in gross profits from (i) package tours by RMB5.2 million to RMB45.0 million during the Year (Previous
Year: RMB39.8 million); and (ii) sales of ancillary travel-related products and services by RMB2.2 million; but the
effects of which were offset by decrease in gross profit generated from sales of health products by RMB2.3 million.

The overall gross profit margin decreased by 0.3 percentage points from 6.8% for the Previous Year to 6.5% for the
Year, which was mainly attributable to the changes in the Group’s product and service mix. As the Group’s majority
of sales of FIT Products were recorded on a gross basis during the Year, the respective proportion of revenue
generated from gross revenue from sales of FIT products will affect the overall gross profit margin. The Group's
margin income from gross revenue from sales of FIT products had relatively lower profit margin compared to other
business segments.
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MANAGEMENT DISCUSSION AND ANALYSIS

The overall gross profit margin of package tours decreased from 13.8% for the Previous Year to 11.8% for the Year.
The Group recorded gross loss margin of 1.2% from sales of FIT Products on a gross basis during the Year (Previous
Year: gross loss margin: 0.5%) which mainly due to increase in the arrangements for ticket changes and refund as a
result of flight cancellations or delays.

The overall gross profit margin of sales of health products decreased from 15.0% for the Previous Year to 10.1% for
the Year which mainly due to (i) aggressive promotional pricing strategies aimed at capturing market share; and (ii)
rising raw material costs and logistics expenses.

Other income and gains

Other income and gains mainly consisted of (i) compensation income on profit guarantee arrangement; (ii)
government grant; and (iii) sundry income.

Other income and gains decreased by RMB9.7 million from RMB35.0 million for the Previous Year to RMB25.3
million for the Year mainly due to the absence of recognition of compensation income on profit guarantee
arrangement during the Year (Previous Year: RMB30.2 million) from Ningbo Zhenhang Business Service Co., Ltd.*
(“Ningbo Zhenhang”), Zhejiang Feijiada Aviation Service Co., Ltd.* (“Zhejiang Feijiada”) and Hainan Zhenlv
International Travel Agency Co., Ltd.* (BFEEIRBIFR KT BR 2 7)) (“Hainan Zhenlv”, together with Zhejiang
Feijiada, the “Target Group”) as a result of failure to fulfill the net profit requirement. Such decrease was partially
offset by recognition of gain on disposal on property, plant and equipment amounted to RMB15.7 million during
the Year (Previous Year: nil).

Selling and distribution expenses

Selling and distribution expenses mainly consisted of (i) staff costs from sales department; (ii) advertising and
marketing expenses to promote the Group’s products and services through various channels such as social
networks, magazines and marketing events; (iii) depreciation; and (iv) office and utility expenses for the tourism
square, retail branches and sales office.

The Group's selling and distribution expenses increased by RMB3.8 million or 13.4% from RMB28.3 million for the
Previous Year to RMB32.1 million for the Year mainly attributable to the increase in staff costs by RMB2.0 million as
a result of the increase in headcount due to the expansion of our business network nationwide.

Administrative expenses

The Group's administrative expenses mainly consisted of (i) staff costs of administrative departments; (i) office and
utility expenses for the Group's offices; (iii) depreciation; (iv) transaction fee representing processing fee paid to
payment platforms for transactions; (v) legal and professional fee; and (vi) other administrative expenses.

Administrative expenses decreased by RMB12.8 million or 32.2% from RMB39.8 million for the Previous Year to
RMB27.0 million for the Year, which was mainly due to (i) decrease in depreciation expense by RMB5.8 million as a
result of disposal of property, plant and equipment; and (i) decrease in depreciation charge of right-of-use assets
by RMB2.0 million during the Year.
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MANAGEMENT DISCUSSION AND ANALYSIS

Impairment losses on financial assets, net

The following table sets forth the breakdown of the Group's provision of impairment loss on financial assets for the
years indicated:

Year ended 31 December

2025 2024

RMB’'000 RMB’000

Trade receivables impairment provision/(provision reversed) 17,284 (12,986)
Prepayments, deposits and other receivables recognised 15,289 57,829
Finance lease receivables - 5,580
Total 32,573 50,423

The Group uses a provision matrix to calculate expected credit losses (“ECL") for trade receivables. To measure
the provision rates, trade receivables have been grouped based on shared credit risk characteristics and the
days past due. The Group calibrates the matrix to adjust the current and forward-looking information on
macroeconomic factors affecting the ability of the customers to settle the receivables.

The ECL of refund from suppliers, deposits and other receivables are estimated by applying general approach with
reference to the historical loss record of the Group. The loss rate is adjusted to reflect the current conditions and
forecasts of future economic conditions, as appropriate.

The Directors are of the view that (i) the above method used in determining the amount of the impairments
comply with the requirements of HKFRS Accounting Standards; and (ii) the basis used reasonably reflected past
events, current conditions and forecasts of future economic development.

In order to recover the impaired balances, the Group has taken relevant measures including commencing litigation
against certain debtors and has applied to court for seizure of assets from the debtors for cases where judgment
was obtained in favour of the Group.

Other expenses

The Group's other expenses mainly consisted of (i) fair value loss on investment in listed equity securities and
unlisted fund investments; (i) impairment loss of property, plant and equipment; (iii) written off of prepayments;
and (iv) loss on disposal on associates and subsidiaries.

Other expense decreased by RMB3.6 million from RMB8.8 million for Previous Year to RMB5.2 million for the Year
mainly due to recognition of loss on disposal of subsidiaries of RMB4.2 million during the Year (Previous Year: nil).
Please refer to the section headed "Disposal of subsidiaries” in this report for further details. Such increase was
partially offset by the absence of written off of prepayments of RMB3.4 million during the Year, which was non-
recurring in nature.
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MANAGEMENT DISCUSSION AND ANALYSIS

Finance costs

The Group's finance costs mainly represented interest expenses on bank and other borrowings, bills payable
and lease liabilities. The finance costs decreased by RMB1.1 million from RMB9.9 million for the Previous Year to
RMB8.8 million for the Year was mainly due to the decrease in effective interest rate during the Year.

Income tax expense

Income tax expenses remained relatively stable at RMBO0.4 million for the Year and Previous Year.

Loss for the year attributable to the owners of the Company

As a result of the foregoing, loss for the Year attributable to the owners of the Company was RMB39.1 million
(Previous Year: RMB42.0 million).

Prepayments, deposits and other receivables, net
The following table sets forth the breakdown of the prepayments, deposits and other receivables after impairment

allowance:

As at 31 December
2025 2024

RMB’000 RMB’000

Non-current:

Prepayments 13,979 16,871
Deposits and other receivables 16,740 1,153
30,719 18,024

Current:
Prepayments 134,611 108,864
Deposit and other receivables, net 125,928 86,784
260,539 195,648
Total 291,258 213,672

The prepayments, deposits and other receivables increased by RMB77.6 million from RMB213.7 million as at 31
December 2024 to RMB291.3 million as at 31 December 2025, which was primarily attributable to the increase in
prepayment for procurement of travel-related products and services as a result of recovery of the tourism industry
in the PRC during the Year.
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MANAGEMENT DISCUSSION AND ANALYSIS

Prepayments

As at 31 December
2025 2024

RMB’000 RMB'000

Non-current

Investment projects 9,321 9,556
Wine 4,658 7,315
13,979 16,871
Current

Travel-related products and services
— Alir tickets 50,564 50,202
— Hotel accommodation, meal and tour guide 40,407 36,769
— Land and cruise operators 32,291 4,935
— Train ticket 1,654 1,559
— Others 110 -
125,026 93,465
Investment projects - 8,334
Health products and wine 3,981 2,226
Research and development expenses 2,826 2,952
Others 2,778 1,887
134,611 108,864
148,590 125,735

The Group's prepayments mainly represented prepayments for (i) procurement of air tickets for both of package
tours and FIT Products which were required by the Group's air ticket suppliers; and (i) package tours to land
operators, cruise holiday packages to cruise operators, hotel reservation, meal and other related expense for
package tours and FIT Products that which had not departed as at the end of reporting period.

The increase in prepayments by RMB22.9 million from RMB125.7 million as at 31 December 2024 to RMB148.6
million as at 31 December 2025 was mainly due to increase in procurement of package tours related expense
by RMB31.6 million as a result of increase in demand for package tours, which partially offset by decrease in
investment projects by RMB8.3 million.
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MANAGEMENT DISCUSSION AND ANALYSIS

Deposits and other receivables, net

As at 31 December
2025 2024

RMB’000 RMB’000

Non-current

Other receivables for property, plant and equipment 6,910 1,153
Other receivables for investment project 5,190 -
Other receivables for beauty apparatus 2,981 -
Deposits for health products 1,659 -
16,740 1,153

Current
Deposits — procurement of air tickets 48,736 34,621
Deposits — others 14,044 8,812
Commission receivables - 2,960
Refund from suppliers in relation to contract dispute 5,990 731
Other receivables for property, plant and equipment 27,643 9,011
Other receivables 29,515 30,649
125,928 86,784
142,668 87,937

The Group's deposits and other receivables, net mainly represented deposits for procurement of air tickets which
were paid to airline operators, global distribution system service providers and ticketing agents. The Group's other
receivables mainly represented petty cash for the tour escorts and staff, and receivable from disposal of property,
plant and equipment.

The increase in deposits and other receivables, net by RMB54.8 million from RMB87.9 million as at 31 December
2024 to RMB142.7 million as at 31 December 2025 was primarily due to (i) increase in deposit for procurement of
air tickets of RMB14.1 million as the Group's majority sales of FIT Products were on gross basis during the Year;
(i) the increase in refund from suppliers in relation to contract dispute by RMB5.3 million; (iii) increase in other
receivables for investment project, beauty apparatus and health products by total of RMB9.8 million; and (iv)
increase in receivables from disposal of property, plant, and equipment by RMB24.4 million in relation to computer
equipments.
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MANAGEMENT DISCUSSION AND ANALYSIS

Impairment assessment

The Group performed recoverability assessment on prepayment, deposits and other receivables, including but not
limited to information about the strength of the suppliers to make the refund or honour the settlement obligations,
under the expected credit loss model upon application of HKFRS 9, and allowance of impairment loss of RMB32.6
million (Previous Year: RMB50.4 million) was recognised for the Year. The increase of provision for impairment loss
during the Year mainly attributed to the increase in other receivables in relation to the compensation income from
Ningbo Zhenhang, Zhejiang Feijiada and Hainan Zhenlv as a result of failure to fulfill the net profit requirement.
For details of the non-fulfilment and the termination agreement entered into with respect to its interest in the
Target Group, please refer to the announcement of the Company dated 20 February 2025 and the circular of the
Company dated 24 February 2025 and the section headed "“Subsequent Events” in this report.

LIQUIDITY AND FINANCIAL REVIEW

As at 31 December 2025, the Group's current assets and current liabilities were RMB408.0 million and RMB408.7
million (31 December 2024: RMB337.4 million and RMB350.5 million), respectively, of which the Group maintained
cash and bank balances of RMB37.4 million (31 December 2024: RMB36.7 million) and pledged short-term deposits
of RMB33.2 million (31 December 2024: RMB3.0 million). As at 31 December 2025, the Group's current ratio was 1.0
times (31 December 2024: 1.0 times).

As at 31 December 2025, all bank and other borrowings of the Group bore fixed interest rates, the maturity and
currency profile are set out as follows:

Within

1 year

RMB’000

RMB 218,915

h .
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MANAGEMENT DISCUSSION AND ANALYSIS

The Group monitors capital using a gearing ratio, which is net debt divided by total capital plus net debt. Net
debt includes interest-bearing bank and other borrowings, lease liabilities, trade payables and contract liabilities,
other payables and accruals, less cash and cash equivalents and pledged deposits. Total capital represents equity
attributable to the owners of the owners of the Company. The gearing ratios as at 31 December 2025 and 2024
were as follows:

2025 2024

RMB’000 RMB’000

Interest-bearing bank and other borrowings 218,915 197,460
Lease liabilities 5,230 9,244
Trade payables 30,052 33,816
Contract liabilities, other payables and accruals 150,494 107,704
Less: Cash and cash equivalents (37,389) (36,688)
Pledged deposits (33,242) (3,042)

Net debt 334,060 308,494
Equity attributable to the owners of the Company 44,469 58,636
Total capital and net debt 378,529 367,130
Gearing ratio 88% 84%

The average turnover days of trade receivables for the Year decreased to 35.6 days (Previous Year: 74.1 days) as
the Group collected the trade receivable balance more quickly. The average turmover days of trade payables for
the Year decreased to 15.9 days (Previous Year: 47.6 days) as the Group settled the trade payables balance more
quickly.

The Group adopts conservative treasury policies in cash and financial management. Cash is generally placed
in deposits mostly denominated in RMB and Hong Kong dollars (“HKD"). The Group's liquidity and financing
requirements are reviewed regularly.

After taking into account the Group's indebtedness as at 31 December 2025, the Directors have given careful
consideration in working capital sufficiency. To mitigate the liquidity position of the Group and to improve the
financial position of the Group, the Directors have undertaken certain plans and measures, including:

() The Group has been actively negotiating with banks in renewing its short-term borrowings upon their
maturities and there is no indication that the banks will not renew the existing borrowings if the Group
applies for the renewal; and

(i) The Group is implementing various measures, such as optimising its overall sales network and undergoing
effective cost control to improve the profit margin and operating cash flows of its business.

The Directors are of the opinion that, after taking into account the above plans and measures, the liquidity

needs of the Group will be managed, the financial position of the Group will be improved, and in the absence of
unforeseen circumstances, the Group will have sufficient working capital for the Group's requirements.
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MANAGEMENT DISCUSSION AND ANALYSIS

CAPITAL STRUCTURE

Save for the share subscription as disclosed in the section headed “Fund Raising Activities” in this report, there is
no material change in the capital structure of the Company during the Year. The capital of the Company comprises
only ordinary shares.

FOREIGN EXCHANGE RISK MANAGEMENT

Majority of the Group's sales, procurements and operating costs are denominated in RMB, except for certain air
tickets from international airline operators which were mainly denominated and settled in HKD and such foreign
currency transactions and exposure were not material to the Group's total cost of air tickets as a whole. During the
Year, the Group has not entered into any hedging transactions to reduce the exposure to foreign exchange risk,
which the Directors consider not material to the Group's financial performance. However, the Group will continue
to closely monitor all possible exchange risk arising from the Group's existing operations and new investments in
the future and will implement the necessary hedging arrangement(s) to mitigate any significant foreign exchange
exposure.

CHARGE ON ASSETS
As at 31 December 2025 and 2024, the Group's bank loans are secured by:

() mortgages over the Group's investment properties situated in the PRC, which had an aggregate net carrying
value of RMB6.6 million as at 31 December 2025 (2024: RMB6.6 million);

(i) the pledge of certain of the Group's trade receivables amounting to Nil as at 31 December 2025 (2024:
RMB3.5 million); and

(iiiy  pledged bank deposits amounted to RMB33.0 million (2024: Nil).

During the Year, the Controlling Shareholders had jointly guaranteed certain of the Group's banking facilities of up
to RMB202.4 million (2024: RMB207.5 million).

Mr. Zhang Dayi, the director of certain subsidiaries of the Company, and Ms. Zhang Xiaoshan, the spouse of
Mr. Zhang Dayi, had jointly guaranteed certain of the Group's banking facilities of up to RMB3.0 million as at 31
December 2025 (2024: RMB49.0 million).

EMPLOYMENT AND REMUNERATION POLICY

As at 31 December 2025, the total number of employees of the Group was 283 (31 December 2024: 274). Staff
costs (including Directors’ emoluments) amounted to RMB34.2 million for the Year (Previous Year: RMB34.8
million). Remuneration of the employees includes salary, discretionary bonuses and share options based on the
Group's results and individual performance and the Group conducts regular performance reviews to assess the
performance of the employees.

Retirement benefits schemes and in-house training programmes are made available to all levels of personnel. The
employees of the Group's subsidiaries which operate in Mainland China are required to participate in a central
pension scheme operated by the local municipal government. These subsidiaries are required to contribute a
certain percentage of payroll costs to the central pension scheme.

DIVIDEND

The Board did not recommend the payment of any final dividend for the Year (Previous Year: Nil).

INVESTMENT PROPERTIES

The Group's investment properties contain offices in Mainland China and are leased to third parties under
operating leases for rental income. As at 31 December 2025, the Group's investment properties amounted to
RMB6.5 million (2024: RMB6.6 million) and were revalued based on valuations performed by an independent
professionally qualified valuer. |

’
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MANAGEMENT DISCUSSION AND ANALYSIS

INVESTMENT IN ASSOCIATES

As at 31 December 2025, the Group's investments in associates primarily represented by its interests in (i) Feiyou
Travel Card (Zhejiang) Cultural Technology Co., Ltd.* (FR## i <(4HT) XL EHE B R A7) (“Feiyou Travel Card”),
and (i) Anhui Feiyang Aviation Operations Development Co., Ltd* (R HM =@ L HER AR A F)).

As at 31 December 2024, the Group's investments in associates also included its interests in Xinjiang Culture and
Tourism Tianhe Aviation Services Co., Ltd* (B3 IR AFMMZERIFER A7) (“XJ Culture & Tourism”), which is
principally engaged in the provision of travel related services in Xinjiang, the PRC.

During the Year, the Group disposed the entire equity interest in XJ Culture & Tourism, which ceased to be an
associate of the Company since then. During the Year, the Group recorded share of losses of associates of RMB0.4
million (Previous Year: RMBO0.8 million).

DISPOSAL OF SUBSIDIARIES

On 10 October 2022 (after trading hours), Feiyang International, Ningbo Zhenhang, the Target Group, Liu Rong
(812€) and Xia Guofeng (E Bli£) entered into an equity transfer agreement (the “Original Agreement”), pursuant
to which Feiyang International acquired 60% equity interest in Zhejiang Feijiada (the “Sale Shares”) from Ningbo
Zhenhang at the consideration of RMB90,720,000. The transactions contemplated under the Original Agreement
was completed on 15 October 2022. For further details of the acquisition of the Sale Shares under the Original
Agreement, please refer to the Company’s announcements dated 10 October 2022 and 6 January 2023.

Pursuant to the Original Agreement, Ningbo Zhenhang and the Target Group guaranteed to Feiyang International
that during the three years from 15 October 2022, the net profit of the Target Group shall not be less than
RMB50,400,000 for each year (the “Annual Guarantee Profit”) and RMB4,200,000 for each month (the “Monthly
Guarantee Profit”, together with the Annual Guarantee Profit, the "Guarantee Profit”). If the actual net profit
of the Target Group for the Annual Guarantee Profit or the Monthly Guarantee Profit falls short of the Guarantee
Profit and Ningbo Zhenhang makes up for the shortfall, Feiyang International shall pay the consideration for
the relevant period according to the Agreement. If Ningbo Zhenhang does not make up for the shortfall fully,
the consideration payable for the relevant period(s) shall be adjusted downward proportionately. Moreover, the
Group has the unilateral right to terminate the Original Agreement if the Target Group (i) fails to meet sustainable
expectations; (i) records net losses for two consecutive months; or (iii) fails to meet the Monthly Guarantee Profit
for three times or more in a year. As the business performance of the Target Group did not meet the expectation
of the Group in 2024 and the Target Group had recorded net losses for a prolonged period since May 2024,
Feiyang International and Ningbo Zhenhang, among others, entered into a conditional equity transfer agreement
on 19 November 2024 (the “Termination Agreement”). Pursuant to the Termination Agreement, Feiyang
International has conditionally agreed to sell, and Ningbo Zhenhang has conditionally agreed to purchase the Sale
Shares as the consideration of RMB22,680,000, and Feiyang International shall return RMB22,680,000 to Zhejiang
Feijiada, being the total amount of dividend distributed by Zhejiang Feijiada to Feiyang International.

For further details, please refer to the announcements of the Company dated 19 November 2024 and 20 February
2025 and the circular of the Company dated 24 February 2025.

On 20 March 2025, the Company obtained the approval of the shareholders at the extraordinary general meeting
for the disposal of the Sale Shares (the “Disposal”), and all conditions precedent as set out under the Termination
Agreement have been met. The Disposal was completed on 2 April 2025. As a result of the completion of the
Disposal, the Group has ceased to have any equity interest in Zhejiang Feijiada, and Zhejiang Feijiada has ceased
to be a subsidiary of the Company and its financial results including its profit or loss has not been consolidated
into the financial statements of the Group. As the amount of the consideration equals to the amount of dividend
required to be returned to the Target Company pursuant to the Termination Agreement, no net proceeds were
generated from the Disposal. Loss of disposal subsidiaries of RMB4.2 million was recognised during the Year.

Feiyang International Holdings Group Limited / Annual Report 2025 21



MANAGEMENT DISCUSSION AND ANALYSIS

SIGNIFICANT INVESTMENT

As at 31 December 2025 and 2024, the Group did not hold any significant investment, with a value of over 5% of
the total assets of the Group.

FUND RAISING ACTIVITIES AND USE OF PROCEEDS

On 29 July 2025, the Company entered into separate subscription agreements (the “Subscription Agreements”)
with six subscribers (the “Subscribers”), namely Luo Honglin, Yang Dongsheng, Gu Shiyi, Gao Li, Li Jieming and
Ruan Yuehua, pursuant to which the Subscribers have conditionally agreed to subscribe for, and the Company has
conditionally agreed to allot and issue, an aggregate of 166,400,000 new shares (“Subscription Share(s)”), at the
subscription price of approximately HK$0.201 per Subscription Share (the “Subscriptions”), which represents: (i) a
discount of approximately 19.6% over the closing price of HK$0.250 per Share as quoted on the Stock Exchange
on the date of the Subscription Agreements; (ii) a discount of approximately 17.3% over the average closing price
of approximately HK$0.243 per Share as quoted on the Stock Exchange for the last five consecutive trading days
up to and including the date of the Subscription Agreements; and (iii) a discount of approximately 16.3% over
the average closing price of approximately HK$0.240 per Share as quoted on the Stock Exchange for the last ten
consecutive trading days up to and including the date of the Subscription Agreements. On 25 August 2025, the
Subscription Shares were allotted and issued pursuant to the general mandate granted to the Directors by the
Shareholders pursuant to the resolutions in writing passed on 30 June 2025 to allot, issue or deal with up to 20% of
the total number of Shares as at the date of the annual general meeting of the Company dated 30 June 2025. The
Directors consider that the Subscriptions can strengthen the financial position and broaden the capital base of the
Company, which provide extra funding to the Group to pursue future business development opportunities.

The gross proceeds and net proceeds from the issue of the Subscription Shares are approximately HK$33.4 million
and HK$32.8 million, respectively. The net issue price is approximately HK$0.197 per Subscription Share.

The planned use of proceeds as stated in the announcement of the Company dated 29 July 2025, the actual use of
proceeds during the Year and the unutilised amount as at 31 December 2025 are set out as below:

Planned
use of Actual Unutilised Expected
proceeds use of amount timeline for

as stated Percentage proceeds asat utilising the
Intended use of proceeds stated in the of net during 31 December unutilised
in the announcement announcement proceeds the Year 2025 proceeds
HK$'000 HK$'000 HK$'000

Development and operation of the

digital asset business 16,400 50% 12,909 3491 June 2026
General working capital 16,400 50% 16,400 - Fully utilised
32,800 100% 29,309 3,491

For further details, please refer to the announcements of the Company dated 29 July 2025, 12 August 2025 and 25
August 2025.
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MANAGEMENT DISCUSSION AND ANALYSIS

MATERIAL ACQUISITIONS AND DISPOSALS OF SUBSIDIARIES, ASSOCIATES
AND JOINT VENTURES, AND FUTURE PLANS FOR MATERIAL INVESTMENTS
OR ADDITIONS OF CAPITAL ASSETS

On 9 September 2025, Feiyang Traveler Travel Industry Co., Ltd.* (RIBIRTTHKIKFE G R A7) (“Feiyang Traveler”),
a wholly-owned subsidiary of the Company, entered into a memorandum of cooperation with Conflux Hong
Kong Management Limited (“Conflux”) regarding the potential cooperation in the field of digitalisation of global
cultural tourism assets, including but not limited to (i) jointly establish Conflux blockchain based digital platform
for cultural tourism assets, facilitating the on-chain registration and rights confirmation of assets such as scenic
area operating rights and hotel property interests; (ii) introduce compliant stablecoins as payment and settlement
tools within cultural tourism transaction scenarios, and jointly build a regulatory compliance framework; and (iii)
leverage the resources of Feiyang Traveler and Conflux to promote cultural tourism digital assets and blockchain
application achievements in the international market. Up to the date of this report, no formal agreement has been
entered into as the parties are still under negotiations. For further details, please refer to the announcement of the
Company dated 9 September 2025.

On 8 December 2025, Zhejiang Feiyang Shulian Technology Co., Ltd. (“Feiyang Shulian”), a wholly-owned
subsidiary of the Group, entered into a strategic cooperation agreement with Beijing Zhongging Online Network
Information Technology Co., Ltd. (t R FEZAB L (E ERKM AR A F) (“Beijing Zhongqing”), a wholly owned
subsidiary of China Youth Daily, where the Project will be executed end-to-end by Feiyou Travel Card (Zhejiang)
Culture Technology Co., Ltd. (FREEIR-ROITI) X (LB BR A7) (“Feiyou Travel Card”). Feiyou Travel Card is
principally engaged in the end-to-end execution of Shan He Universe Project, which positioned as a public co-
creation initiative centered on the “Shan He"” (mountains and rivers) IP, integrating cultural heritage, trendy
collectibles, cultural innovation, and digital advancement. By combining tangible cultural products with digital
rights, it aims to deliver immersive cultural experiences. The initiative seeks to establish an open and multi-
dimensional IP ecosystem co-development framework, encompassing a wide range of cultural and tourism
elements while encouraging global participation and targeting worldwide market for distribution. For further
details, please refer to the announcement of the Company dated 8 December 2025.

Save as disclosed in this report, as at 31 December 2025, the Group had no other material acquisition and disposal
of subsidiaries, associates and joint ventures, and future plans for material investments or addition of capital
assets.

CAPITAL COMMITMENTS

As at 31 December 2025, the Group had no capital commitment for machinery (2024: nil), and the capital
commitments for acquisition for investment projects amounting to RMB44.6 million (2024: RMB45.7 million)
respectively.

CONTINGENT LIABILITIES
As at 31 December 2025 and 2024, the Group did not have any significant contingent liabilities.
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MANAGEMENT DISCUSSION AND ANALYSIS

SUBSEQUENT EVENTS

Save as disclosed in this report, as at 31 December 2025, the Group did not have any significant subsequent event.

COMPLIANCE WITH THE CORPORATE GOVERNANCE CODE

The Board and the management of the Group are committed to maintaining a high standard of corporate
governance which is reviewed and strengthened from time to time. The Company’s corporate governance
practices are based on principles and code provisions as set out in the Corporate Governance Code (the "CG
Code"”) and Corporate Governance Report contained in Appendix C1 to the Listing Rules. Except for the deviation
from code provision C.2.1 of the CG Code, the Company's corporate governance practices have complied with
the CG Code for the year ended 31 December 2025.

Code provision C.2.1 of the CG Code stipulates that the roles of chairman and chief executive officer should
be separated and should not be performed by the same individual. Mr. He is the chairman and the joint chief
executive officer of the Company. Since Mr. He has been operating and managing Feiyang International, the main
operating subsidiary of the Company since its establishment and due to his familiarity with the operations of the
Group, the Board is of the view that it is in the best interest of the Group to have Mr. He taking up both roles for
effective management and business development of the Group following the Listing and Mr. He will provide a
strong and consistent leadership to the Group. This arrangement ensures a more effective and efficient overall
strategic planning of the Group as this structure enables the Company to make and implement decisions promptly
and effectively. Further, the Company has put in place an appropriate check-and-balance mechanism through
the Board and three independent non-executive Directors. The independent non-executive Directors are able
to retain independence of character and judgment and are able to express their views without any constraint. In
addition, the Board also consists of five other executive Directors who are familiar with the day-to-day business
of the Company. The Company will consult the Board for any major decisions. Therefore, the Board considers
that the balance of power and authority of the present arrangement with the Board and the independent non-
executive Directors will not be impaired because such arrangement would not result in excessive concentration of
power in one individual which could adversely affect the interest of minority Shareholders. As such, the deviation
from code provision C.2.1 of the CG Code is appropriate in such circumstance. The Board will continue to review
and consider splitting the roles of the chairman of the Board and the chief executive officer of the Company at a
time when it is appropriate and suitable by taking into account the circumstances of the Group as a whole.

‘Y
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DIRECTORS AND SENIOR MANAGEMENT PROFILE

The biographical details of the Directors and senior management of the Company are set out as follows:

DIRECTORS

Executive Directors
Mr. He Binfeng (fiI3E )

Mr. He Binfeng (fAlx£#%), aged 53, executive Director, chairman of the Board and chief executive officer. He was
appointed as a Director on 18 October 2018 and re-designated as an executive Director on 16 January 2019.
Mr. He is also the chairman of the nomination committee of the Company (“Nomination Committee”) and a
member of the remuneration committee of the Company (“Remuneration Committee”). Mr. He is the founder
of the Group. Mr. He is responsible for formulating corporate strategy, planning, business development and
supervising the overall operation of the Group. Mr. He is also the director of the Company'’s subsidiaries, namely,
Bird Investment Group Limited (“Bird Investment”), Feiyang HK Group Limited (“Feiyang HK"), Ningbo Shengda
Feiyang Commercial Management Co., Ltd. (“Shengda Feiyang”), Ningbo Feiyang Commercial Management Co.,
Ltd. ("Ningbo Commercial”), Ningbo Feiyang Expo Services Co., Ltd. (“Feiyang Expo”) and Zhejiang Feiyang
International Travel Group Co., Ltd. (“Feiyang International”).

Mr. He has over 25 years of experience in the tourism industry. Mr. He served as a tour guide and office manager
of Ningbo China Travel Service Group Co., Ltd. (B BRI T EEBR A F]) from July 1994 to August 1997
and from May 1999 to January 2000, respectively. From July 1997 to May 1999, Mr. He worked at the Quality
Supervision and Management Department of the Ningbo Tourism Bureau ()X M ik#2/®) (currently known as
Ningbo Bureau of Culture, Radio, TV and Tourism (Z)& T X/t EE }ik$#/3)). From January 2000 to August 2001, he
served as a manager of Ningbo Travel Service Group Company Ltd. Gulou Office (BEIRT T AR E TR AIEHERT
M HF). From September 2001, Mr. He served as the chairman and general manager of Feiyang International.

Mr. He completed his bachelor’s study in tourism economics at Hangzhou University ({1 X 22) (currently known as

Zhejiang University (#1/TKX22)) in the PRC in July 1994 and obtained a master's degree in business administration
at Tsinghua University (2 A 22) in Jan 2024.
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Mr. Li Jieming (Z7389)

Mr. Li Jieming (2758H), aged 38, has been appointed as an executive Director and a joint chief executive officer
with effect from 29 August 2025.

Mr. Li has experience in digital asset business. From March 2020 to March 2022, he served as a senior specialist
in the Alibab Auctions Division with Tao Bao (China) Software Co., Ltd. (8% (B & {4 A fR A Al) where he was
responsible for digital business development. From March 2022 to August 2022, he was the general manager
of Hangzhou International Digital Trading Center (/N EIFR 21722 5 13). From August 2022 to March 2024, he
served as a senior executive of Zhongzhi Kechuang (Beijing) Technology Co., Ltd. (AR BIEL )T ER A )
and acted as an adviser to the China Digital Human Intellectual Property Evidence Protection Platform (FBIZ(F A
%ﬂ;ﬁk?ﬁéﬁg R#&FB). From March 2024 to March 2025, he served as the president of RNG Esports Club (RNGE

IR BLEEE). Mr. Li graduated with a bachelor’s degree in law from Nanjing Agricultural University (F 7 2 % KX £)
in June 2010.

Mr. Xiong Di (B&H)

Mr. Xiong Di (&), aged 52, has been appointed as an executive Director and the chief financial officer with effect
from 20 May 2021.

Mr. Xiong has over 15 years of experience in financial management. From March 2003 to February 2011, he
served as a finance manager at Ningbo Junsheng Group Co., Ltd (B &S E XD B R A 7). From March 2011
to April 2013, he served as the chief financial officer of Canghai Group Co., Ltd (B85 E D AR A F]). From
September 2013 to May 2018, he served as the chief financial officer and secretary to the board of directors of
Zhejiang Feiyang International Travel Group Co., Ltd. (#T) I 745 Bl i 47 & B B BR 2 7)) (“Feiyang International”),
a subsidiary of the Company. From July 2018 to April 2021, he served various positions (including deputy
general manager, director, chief financial officer and chief administrative officer) at Ningbo Anchuang Electronic
Technology Co., Ltd. ()% 8|E FEHZHBR A F]). He has rejoined Feiyang International and worked as the chief
financial officer and secretary to the board since April 2021.

Mr. Xiong obtained professional certificate in business management from Hangzhou University of Commerce (1)
PIE2B7) (currently known as Zhejiang Gongshang University (41T T AZ)) in the PRC in June 1999. He became a
registered tax advisor in the PRC in November 2020.

‘Y
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DIRECTORS AND SENIOR MANAGEMENT PROFILE

Mr. Huang Yu (E5)

Mr. Huang Yu (&%), aged 38, executive Director and chief technology officer. He was appointed as a Director on
18 October 2018 and re-designated as an executive Director on 16 January 2019. Mr. Huang joined the Group on
22 December 2014 as a chief technology officer. Mr. Huang is responsible for the technology system development
of the Group. Mr. Huang is also a director of one of the subsidiaries of the Company, namely Zhejiang Hengyue
Information Technology Co., Ltd (“Zhejiang Hengyue").

Mr. Huang has over nine years of experience in the information technology industry. Prior to joining the Group, Mr.
Huang served as the chief executive officer and chief technology officer of Beijing Zhimeng Chuangke Technology
Limited Liability Company (It & 2 8IRIEHR B R & £ 2 7)) from November 2011 to April 2013. From June 2013 to
September 2014, Mr. Huang served as the manager of technology department and the chief technology officer of
Zhejiang Marmot Network Technology Company Limited (41T R B ABE BT AR A F)

Mr. Huang obtained a bachelor’s degree in integrated circuit design and integrated system and a master’s degree
in computer software and theory at University of Electronic Science and Technology of China ({ BIE FRHI K E)
in July 2010 and June 2013, respectively.

Mr. Yan Haiguo (B El)

Mr. Yan Haiguo (E%/&), aged 55, has been appointed as an executive Director with effect from 23 December
2025.

Mr. Yan has over 15 years of experience in corporate and business management. Since January 2006, Mr. Yan has
been the chairman of the board of directors of Zhejiang China Base Holding Group Co., Ltd. (41T EiF %L E
BPBRA7A]), a company principally engaged in import and export of commodities and warehousing and logistics at
Ningbo port, etc. Mr. Yan graduated with a bachelor’s degree in mechanical design, manufacture and automation
from Jiangsu Open University (/T &5 A Z).

Ms. Chen Huiling (FRE1%)

Ms. Chen Huiling (FR#3%), aged 37 has been appointed as an executive Director with effect from 21 November
2022.

Ms. Chen has over ten years of experience in marketing and operation. Ms. Chen obtained a master's degree in
Hotel and Tourism Management from the Hong Kong Polytechnic University in October 2014. She served as the
deputy director of operation in Jiangsu Damu Architecture Design Co., Ltd.* (T&RARZZEZFTER A F]) from
March 2010 to July 2012. She was the director of marketing of Shanghai Damu Hotel Design Consulting Co., Ltd.*
(EBARAEEZFER AR AF]) from July 2012 to May 2019. She was an executive director of Shanghai Ren’en
Health Management Consulting Co., Ltd.* (B8 BEEEEEAFR 2 E]) from May 2019 to August 2021. She
worked as the general manager of Nanjing Yiji Brand Management Co., Ltd.* (B AE mEEEBR A F]) from

September 2021 to November 2022.
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Independent non-executive Directors
Mr. Li Huamin (Z=£8)

Mr. Li Huamin (F#81), aged 48, was appointed as an independent non-executive Director on 29 April 2019
and is the chairman of the Remuneration Committee and a member of the Audit Committee and Nomination
Committee.

From August 2003, Mr. Li was a teacher at the Zhejiang University Ningbo Institute of Technology (41T K Z25 5 12
T 2Ft). He was subsequently promoted to lecturer and associate professor at the same university in September
2005 and December 2010, respectively. From August 2012, Mr. Li served as the deputy committee officer of
Ningbo Tourism Standardisation Technical Committee (2§ M iR #1E 2L 7% §€) and was promoted to
deputy secretary general of the same committee for a term of four years since September 2018. Mr. Li served as
an executive chairman at the Ningbo Research Institute of Tourism Development (Z8)5 T & 13 hk 97 2% [& A 7t b)
since March 2018. Mr. Li was appointed as an independent director of Feiyang International on 10 February 2017
for the purpose of preparing for the proposed listing of Feiyang International on ChiNext and he ceased to be the
independent director of Feiyang International on 3 August 2018.

Mr. Li obtained his bachelor’'s degree in arts from Jiangxi Education College (TFa%{A ZF%) (currently known as
Nanchang Normal University (F & Rl #i22F)) in the PRC in October 2000 through a distant learning programme.
Mr. Li obtained his master's degree in tourism management from Zhejiang University (#1/ T AXZ2) in the PRC in
March 2003 and a doctor’s degree in agricultural economics management from the school of management at
Zhejiang University in the PRC in March 2008.

Ms. Zhao Caihong (H#¥4L)

Ms. Zhao Caihong (#¥/4T) has been appointed as an independent non-executive Director, the chairlady of the
Audit Committee and a member of the Remuneration Committee with effect from 3 November 2022.

Ms. Zhao, aged 51, has over 20 years of experience in education and accounting. Ms. Zhao obtained a bachelor’s
degree in Accounting from East China Jiaotong University GER R BAE) in July 1999 and a master’s degree in
Accounting from Jilin University (Z#A22) in June 2003. She served as an accountant in Tongliao, Inner Mongolia
branch of China Tietong Telecom (BB B F R 2 7)) from July 1999 to August 2000. She has been a teacher
in Business School of Zhejiang Wanli College (41L& 2 282 0x) since September 2003. Ms. Zhao has been a
certified public accountant in the PRC since 2003 and has been certified as a professor in accounting since 2021.

‘Y
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Ms. Yuan Shaoying (R4 %)

Ms. Yuan Shaoying (= 2*58) has been appointed as an independent non-executive Director, a member of the
Audit Committee and the Nomination Committee with effect from 26 August 2024.

Ms. Yuan Shaoying (former name: Yuan Kedan), aged 40, has over 15 years of experience in legal practise. Ms.
Yuan obtained her master’'s degree in law from Osaka University in March 2011 in Japan. She served as a legal
counsel in Panasonic Electric (China) Limited (fA N E25(F ) AR A 7)) from 2007 to 2008. She served as a lawyer
in Beijing Dacheng Law Offices, LLP, Shanghai (3t AR (/&) EENE5FT) from 2011 to 2014. She has been a
partner of Beijing Dacheng Law Offices, LLP, Hangzhou (3L R AR (#71)1) 2R S 75 FT) since 2014. Ms. Yuan obtained
a qualification certificate as an independent director awarded by the Shanghai Stock Exchange in August 2021.
Ms. Yuan has been an independent director of GRINM Semiconductor Materials Co., Ltd. (G if--E i8R M &A% D
2 8]) (a company listed on the Shanghai Stock Exchange, stock code: 688432) since May 2021 and an independent
director of Hangzhou Zhongtai Cryogenic Technology Corporation (fi/NH 272 H M (D BR A7) (a company
listed on the Shenzhen Stock Exchange, stock code: 300435) since July 2023.

SENIOR MANAGEMENT

Mr. He Binfeng (fAl3&#%), Mr. Li Jieming (Z2788A), Mr. Xiong Di (8&) and Mr. Huang Yu (&5) are also the senior
management of the Group. See "Executive Directors” above for details.

COMPANY SECRETARY
Mr. Tam Chun Wai Edwin (X&)

Mr. Tam Chun Wai Edwin (#{&48), aged 44, is the company secretary of the Company. Mr. Tam is responsible
for the corporate secretarial work of the Group. He was appointed on 16 January 2019. Mr. Tam holds a bachelor
degree in accounting and finance from The Manchester Metropolitan University in the United Kingdom and has
over 20 years of experience in financial and accounting management, corporate governance and compliance
affairs. Mr. Tam is a practising fellow member of the Hong Kong Institute of Certified Public Accountants, fellow
of the Association of Chartered Certified Accountants, the Hong Kong Chartered Governance Institute and the
Chartered Governance Institute in the United Kingdom.
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CORPORATE GOVERNANCE PRACTICES

The Board of Directors (the “Board”) is committed to ensuring the Company adhere to a good standard of
corporate governance.

The Board believes that good corporate governance standards are essential in providing a framework for the
Company to safeguard the interests of shareholders, enhance corporate value, formulate its business strategies
and policies, and enhance its transparency and accountability.

The Company has adopted and applied the principles as set out in the Corporate Governance Code (the "CG
Code”) contained in Appendix C1 to the Listing Rules as the basis of the Company’s corporate governance
practices.

During the year ended 31 December 2025, the Company has complied with all the applicable code provisions as
set out in the CG Code, except for code provision C.2.1 described in the paragraph headed ”"Board of Directors
— Chairman and Chief Executive Officer” in this Corporate Governance Report and matters discussed below and
in the section headed "“Risk Management and Internal Controls” in this Corporate Governance Report.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code for the Securities Transactions by Directors of Listed Issuers (the
“Model Code”) as set out in Appendix C3 to the Listing Rules as its own code of conduct regarding securities
transactions by the Directors.

Specific enquiry has been made of all the Directors and the Directors have confirmed that they have complied with
the required standard set out in the Model Code throughout the Year.

The Company has also adopted the Model Code as its written guidelines (the “Employees Written Guidelines”)
in respect of securities dealings by relevant employees who are likely to be in possession of unpublished price-
sensitive information of the Company. No incident of non-compliance of the Employees Written Guidelines by the
employees was noted by the Company.
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BOARD OF DIRECTORS

The Company is headed by an effective Board which oversees the Group's businesses, strategic decisions and
performance and takes decisions objectively in the best interests of the Company.

The Board should regularly review the contribution required from a Director to perform his responsibilities to the
Company, and whether the Director is spending sufficient time performing them.

Board Composition

The Board currently comprises nine Directors, consisting of six executive Directors and three independent non-
executive Directors.

The composition of the Board is as follows:

Executive Directors

Mr. He Binfeng (Chairman and joint chief executive officer)

Mr. Li Jieming (joint chief executive officer) (appointed on 29 August 2025)
Mr. Xiong Di

Mr. Huang Yu

Mr. Yan Haiguo (appointed on 23 December 2025)

Ms. Chen Huiling

Mr. Wu Bin (resigned on 23 December 2025)

Non-executive Director

Mr. Shen Yang (resigned on 29 August 2025)

Independent Non-executive Directors

Mr. Li Huamin
Ms. Zhao Caihong
Ms. Yuan Shaoying

The biographical information of the Directors are set out in the section headed “Directors and Senior Management
Profile” on pages 25 to 29 of this annual report.

Mr. Li Jieming and Mr. Yan Haiguo had obtained the legal advice referred to in Rule 3.09D of the Listing Rules on
29 August 2025 and 22 December 2025 (before their respective appointment became effective) and each of them

has confirmed he understood his obligations as a Director.

To the best knowledge of the Board, there are no other relationship (including financial, business, family, and
other material/relevant relationships) among the members of the Board as of the date of this annual report.
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Chairman and Chief Executive Officer

Code provision C.2.1 of the CG Code stipulates that the role of chairman and chief executive officer should be
separated and should not be performed by the same individual.

Under the current management structure of the Company, Mr. He Binfeng is the chairman of the Board (the
“Chairman”) and the chief executive officer of the Company. Since Mr. He Binfeng has been operating and
managing Feiyang International, the main operating subsidiary of the Company since its establishment and due to
his familiarity with the operations of the Group, the Board is of the view that it is in the best interest of the Group
to have Mr. He Binfeng taking up both roles for effective management and business development of the Group
following the listing of the Company (the “Listing”) on The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) and Mr. He Binfeng will provide a strong and consistent leadership to the Group. This arrangement
ensures a more effective and efficient overall strategic planning of the Group as this structure enables the
Company to make and implement decisions promptly and effectively. Further, the Company has put in place an
appropriate check-and-balance mechanism through the Board and three independent non-executive Directors.
The independent non-executive Directors are able to retain independence of character and judgment and are able
to express their views without any constraint. In addition, the Board also consists of five other executive Directors
who are familiar with the day-to-day business of the Company. The Company will consult the Board for any major
decisions. Therefore, the Board considers that the balance of power and authority of the present arrangement
with the Board and the independent non-executive Directors will not be impaired because such arrangement
would not result in excessive concentration of power in one individual which could adversely affect the interest
of minority Shareholders. As such, the deviation from code provision C.2.1 of the CG Code is appropriate in such
circumstance. The Board will continue to review and consider splitting the roles of the chairman of the Board and
the chief executive officer of the Company at a time when it is appropriate and suitable by taking into account the
circumstances of the Group as a whole.

Board Independence

The Company recognises that Board independence is important to good corporate governance. The Company
has in place effective mechanisms that underpin an independent Board. The current composition of the Board
comprises one third of the independent non-executive Directors, and the members of the Audit Committee are
all independent non-executive Directors. The Remuneration Committee and Audit Committee are all chaired by
independent non-executive Directors. The remuneration of independent non-executive Directors are subject to
a regular review to maintain competitiveness and commensurate with their responsibilities and workload. The
independence of each independent non-executive Director is assessed upon his/her appointment and annually.

Directors are requested to declare their direct or indirect interests, if any, in proposals or transactions to be
considered by the Board at the Board meetings and abstain from voting, where appropriate. External independent
professional advice is available to all Directors, including independent non-executive Directors, whenever deemed
necessary. The independent non-executive Directors have consistently demonstrated strong commitment and
the ability to devote sufficient time to discharge their responsibilities at the Board, and the Company has also
established channels through formal and informal means whereby independent non-executive Directors can
express their views in an open manner, and in a confidential manner, should circumstances require.

On the basis of the above measures that have been put into place, the Board is of the view that the above

mechanisms was effective in ensuring that independent views and input were available to the Board throughout
the Year.
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Independent Non-executive Directors

During the Year, the Board at all times met the requirements of the Listing Rules relating to the appointment
of at least three independent non-executive Directors, with one of whom possessing appropriate professional
qualifications or accounting or related financial management expertise.

The Company has received written annual confirmation from each of the independent non-executive Directors in
respect of his independence in accordance with the independence guidelines set out in Rule 3.13 of the Listing
Rules. The Company is of the view that all independent non-executive Directors are independent.

Appointment and Re-election of Directors

Each of the Directors has entered into a service contract or letter of appointment with the Company for a specific
term of three years, subject to retirement by rotation and re-election at the Annual General Meeting.

The articles of association of the Company (the “Articles of Association”) provides that all Directors appointed
to fill a casual vacancy shall be subject to re-election by shareholders at the first general meeting of the Company
after appointment.

Under the Articles of Association, at each annual general meeting, one-third of the Directors for the time being,
or if their number is not three or a multiple of three, the number nearest to but not less than one-third, shall retire
from office by rotation provided that every Director shall be subject to retirement by rotation at least once every
three years. A retiring Director shall be eligible for re-election.

Responsibilities, Accountabilities and Contributions of the Board and Management

The Board should assume responsibility for leadership and control of the Company; and is collectively responsible
for directing and supervising the Company'’s affairs.

The Board directly, and indirectly through its committees, leads and provides direction to management by
laying down strategies and overseeing their implementation, monitors the Group’s operational and financial
performance, and ensures that sound internal control and risk management systems are in place.

All Directors, including independent non-executive Directors, have brought a wide spectrum of valuable
business experience, knowledge and professionalism to the Board for its efficient and effective functioning. The
independent non-executive Directors are responsible for ensuring a high standard of regulatory reporting of
the Company and providing a balance in the Board for bringing effective independent judgement on corporate
actions and operations.

All Directors have full and timely access to all the information of the Company and may, upon request, seek
independent professional advice in appropriate circumstances, at the Company’s expenses, for discharging their
duties to the Company.

The Directors shall disclose to the Company details of other offices held by them.

The Board reserves for its decision all major matters relating to policy matters, strategies and budgets, internal
control and risk management, material transactions (in particular those that may involve conflict of interests),
financial information, appointment of directors and other significant operational matters of the Company.
Responsibilities relating to implementing decisions of the Board, directing and co-ordinating the daily operation
and management of the Company are delegated to the management.
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Continuous Professional Development of Directors

All Directors, including executive Directors and independent non-executive Directors, should keep abreast of their
collective responsibilities as Directors and of the businesses and activities of the Group. Every newly appointed
Director has received a formal and comprehensive induction on the first occasion of his appointment to ensure
appropriate understanding of the business and operations of the Company and full awareness of Director’s
responsibilities and obligations under the Listing Rules and relevant statutory requirements.

Directors should participate in appropriate continuous professional development to develop and refresh their
knowledge and skills. All Directors are encouraged to attend relevant training courses at the Company's expenses.

The Group provided briefings and other training to develop and refresh the Directors’ knowledge and skills, and
updates all Directors on the latest developments regarding the Listing Rules and other applicable regulatory
requirements to ensure compliance and to enhance their awareness of good corporate governance code.

The Directors are committed to complying with the code provision C.1.4 on Directors’ training. During the Year,
all the Directors received training materials, including from the Company’s legal advisers, about matters relevant
to their duties as directors of a listed company. They also kept abreast of matters relating to their role as directors
by such means as attendance at seminars and conference and/or reading materials about financial, commercial,
economic, legal, regulatory and business affairs.

The following Directors pursued continuous professional development and relevant details are summarised as
follows:

Type of Training
Name of Directors Note

Executive Directors

Mr. He Binfeng

Mr. Li Jieming (appointed on 29 August 2025)

Mr. Xiong Di

Mr. Huang Yu

Mr. Yan Haiguo (appointed on 23 December 2025)
Ms. Chen Huiling

Mr. Wu Bin (resigned on 23 December 2025)

NSANENENENE NN

Non-executive Director
Mr. Shen Yang (resigned on 29 August 2025)

\

Independent Non-executive Directors

Mr. Li Huamin v
Ms. Zhao Caihong v
Ms. Yuan Shaoying v

Note: During the year ended 31 December 2025, all Directors received training and training materials, including from the Company’s legal
advisers, about matters relevant to their duties as directors of a listed company. They also kept abreast of matters relevant to their role
as Directors by such means as attendance at seminars and conferences and/or reading materials about financial, commercial, economic,
legal, regulatory and business affairs.
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BOARD COMMITTEES

The Board has established 3 committees, namely, the Audit Committee, the Remuneration Committee, and the
Nomination Committee, for overseeing particular aspects of the Company’s affairs. All Board committees of the
Company are established with specific written terms of reference which deal clearly with their authority and duties.
The terms of reference of the Audit Committee, Remuneration Committee and Nomination Committee are posted
on the Company's website and the Stock Exchange's website and are available to shareholders upon request.

The list of the chairman and members of each Board committee is set out under “Corporate Information” on page
2 of this annual report.

Audit Committee

As at 31 December 2025, the Audit Committee consists of three independent non-executive Directors, namely Ms.
Zhao Caihong, Mr. Li Huamin and Ms. Yuan Shaoying. Ms. Zhao Caihong is the chairlady of the Audit Committee.

The terms of reference of the Audit Committee are of no less exacting terms than those set out in the CG
Code. The main duties of the Audit Committee are to assist the Board in reviewing the financial information and
reporting process, risk management and internal control systems, effectiveness of the internal audit function,
scope of audit and appointment of external auditors and arrangements to enable employees of the Company to
raise concerns about possible improprieties in financial reporting, internal control, or other matters of the Group.

During the Year, the Audit Committee held three meetings to review the interim and annual financial results and
reports and significant issues on the financial reporting, operational and compliance controls.

Remuneration Committee

The Remuneration Committee consists of three members, namely Mr. Li Huamin, independent non-executive
Director, Mr. He Binfeng, executive Director and Ms. Zhao Caihong, independent non-executive Director. Mr. Li
Huamin is the chairman of the Remuneration Committee.

The terms of reference of the Remuneration Committee are of no less exacting terms than those set out in the CG
Code. The primary functions of the Remuneration Committee include making recommendations to the Board on the
remuneration packages of individual Directors and senior management, the remuneration policy and structure for all
Directors and senior management; establishing transparent procedures for developing such remuneration policy and
structure to ensure that no Director or any of his/her associates will participate in deciding his/her own remuneration;
and reviewing and approving matters relating to share schemes under Chapter 17 of the Listing Rules.

The share option scheme of the Company, which was approved and adopted by the shareholders of the Company
by way of written resolutions passed on 11 June 2019, was terminated on 14 July 2025 upon the adoption of a new
share option scheme (the “New Share Option Scheme”) approved by the shareholders of the Company at the
extraordinary general meeting of the Company held on 30 June 2025. During the year ended 31 December 2025,
the Remuneration Committee discussed and recommended the grant of share options of the Company under the
New Share Option Scheme. Having considered that (1) the share options will give the grantees an opportunity
to have a personal stake in the Company; (2) each of the grantees has demonstrated notable commitment and
contributions over their tenure with the Group; and (3) the Group aims to further motivate the grantees to enhance
their performance, thereby contributing to the overall improvement of the Group's performance, the Remuneration
Committee considers that the grant of the Share Options with a shorter vesting period aligns with the objectives
of the New Share Option Scheme. The share options granted are not subject to any specific clawback mechanism
but shall lapse automatically (to the extent not already exercised) under various scenarios provided under the New
Share Option Scheme, which include the grantee ceasing to be an eligible participant by reason of misconduct,
involvement in material misstatement, breach of employment contract, gross negligence, fraud or dishonesty.
Having considered the above terms of the New Share Option Scheme, the Remuneration Committee are of the
view that a specific clawback mechanism is not necessary with respect to the share options granted.
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A meeting of the Remuneration Committee was held in March 2025. Details of the remuneration of the Directors
and the five highest paid employees are set out in Notes 9 and 10 to the consolidated financial statements.

The remuneration of the members of senior management by band for the Year is set out below:

Number of
Remuneration bands individuals
Nil to HK$1,000,000 3

Nomination Committee

As at 31 December 2025, the Nomination Committee consists of three members, namely Mr. He Binfeng,
executive Director, Mr. Li Huamin, independent non-executive Director and Ms. Yuan Shaoying, independent non-
executive Director. Mr. He Binfeng is the chairman of the Nomination Committee.

The terms of reference of the Nomination Committee are of no less exacting terms than those set out in the CG
Code. The principal duties of the Nomination Committee include reviewing the Board composition, developing
and formulating relevant procedures for the nomination and appointment of Directors, making recommendations
to the Board on the appointment and succession planning of Directors, and assessing the independence of
independent non-executive Directors.

In assessing the Board composition, the Nomination Committee would take into account various aspects as well as
factors concerning Board diversity as set out in the Company’s Board Diversity Policy. The Nomination Committee
would discuss and agree on measurable objectives for achieving diversity on the Board, where necessary, and
recommend them to the Board for adoption.

In identifying and selecting suitable candidates for directorships, the Nomination Committee would consider the
candidate’s relevant criteria as set out in the Director Nomination Policy that are necessary to complement the
corporate strategy and achieve Board diversity, where appropriate, before making recommendation to the Board.

During the Year, the Nomination Committee met once to review the structure, size and composition of the Board
with reference to the Board Diversity Policy as mentioned below and considered its effectiveness and to review the
independence of the independent non-executive Directors.

Board Diversity Policy

The Company has adopted a board diversity policy (the “Board Diversity Policy”) which sets out the approach
to achieve diversity of the Board and is available on the website of the Company. The Company recognises and
embraces the benefits of having a diverse Board and sees increasing diversity at the Board level as an essential
element in maintaining the Company’s competitive advantage.

Pursuant to the Board Diversity Policy, the Nomination Committee will review annually the structure, size
and composition of the Board and where appropriate, make recommendations on changes to the Board to
complement the Company’s corporate strategy and to ensure that the Board maintains a balanced diverse
profile. In relation to reviewing and assessing the Board composition, the Nomination Committee is committed
to diversity at all levels and will consider a number of aspects, including but not limited to gender, age, cultural
and educational background, ethnicity, experience, expertise, qualifications, skills and knowledge as well as
independence of the Board.
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The Company aims to maintain an appropriate balance of diversity perspectives that are relevant to the Company’s
business growth and is also committed to ensuring that recruitment and selection practices at all levels (from the
Board downwards) are appropriately structured so that a diverse range of candidates are considered.

The Board will consider setting measurable objectives to implement the Board Diversity Policy and review such
objectives from time to time to ensure their appropriateness and ascertain the progress made towards achieving
those objectives.

The Nomination Committee will review the Board Diversity Policy on a regular basis to ensure its effectiveness.

As at the date of this report, the Board comprises six male Directors and three female Directors. Three of the
Directors are independent non-executive Directors and independent of management, thereby promoting critical
review and control of the management process. The Board believes that gender diversity is a representing
manifestation of Board diversity, among all other measurable objectives. While the Board has a domination of male
composition, the Company has three female Directors achieving female representation in the Board. The Board
is of the view that the existing gender diversity in respect of the Board is sufficient, and that the nomination policy
of the Company can ensure that there will be a pipeline of potential successors to the Board which continues the
existing gender diversity in the Board. The Board is also characterised by significant diversity, whether considered
in terms of professional background and skills.

As at 31 December 2025, the gender ratio of the Group’s workforce was approximately 31% male to 69% female.
The Company’s hiring is merit-based and non-discriminatory. The Board is satisfied that the Company has
achieved gender diversity in its workforce, and the Company anticipates this diverse workforce will be maintained
going forward.

Director Nomination Policy

The Board has delegated its responsibilities and authority for selection and appointment of Directors to the
Nomination Committee of the Company.

The Company has adopted a director nomination policy (the “Director Nomination Policy”) which sets out the
selection criteria and process and the Board succession planning considerations in relation to nomination and
appointment of Directors of the Company and aims to ensure that the Board has a balance of skills, experience
and diversity of perspectives appropriate to the Company and the continuity of the Board and appropriate
leadership at Board level.

The Director Nomination Policy sets out the factors for assessing the suitability and the potential contribution to
the Board of a proposed candidate, including but not limited to the following:

o character and integrity;

o qualifications including professional qualifications, skills, knowledge and experience that are relevant to the
Company's business and corporate strategy;
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e diversity in all aspects, including but not limited to gender, age (18 years or above), cultural and educational
background, ethnicity, professional experience, skills, knowledge and length of service;

o requirements of independent non-executive Directors on the Board and independence of the proposed
independent non-executive Directors in accordance with the Listing Rules; and

e commitment in respect of available time and relevant interest to discharge duties as a member of the Board
and/or Board committee(s) of the Company.

The Director Nomination Policy also sets out the procedures for the selection and appointment of new Directors
and re-election of Directors at general meetings.

Dividend policy

The Company has adopted a dividend policy (the “Dividend Policy”) which sets out the approach to maintain
a balance between meeting shareholders’ expectations and prudent capital management with a sustainable
dividend policy. The Company does not have any pre-determined dividend payout ratio. The declaration of
dividends is subject to the discretion of the Board. Any declaration of final dividend by the Company shall also be
subject to the approval of the shareholders in a shareholders’ meeting.

The Directors may recommend a payment of dividends in the future after taking into account the Group's
operations and earnings, capital requirements and surplus, general financial condition, contractual restrictions,
capital expenditure and future development requirements, shareholders’ interests and other factors which they
may deem relevant at such time. Any declaration and payment as well as the amount of the dividends will be
subject to constitutional documents, any applicable laws and regulations, including the Cayman Islands Companies
Law. Historical dividend distributions are not indicative of the future dividend distribution. Any distributable profits
that are not distributed in any given year will be retained and available for distribution in subsequent years. To
the extent profits are distributed as dividends, such portion of profits will not be available to be reinvested in the
Group's operations.

Update on Directors’ Information

Mr. Wu Bin resigned as an executive Director with effect from 23 December 2025.

Mr. Shen Yang resigned as a non-executive Director with effect from 29 August 2025.

Corporate Governance Functions

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

During the Year, the Board reviewed the Company’s corporate governance policies and practices, training and
continuous 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 Employees Written
Guidelines, and the Company’s compliance with the CG Code and disclosure in this Corporate Governance
Report.
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ATTENDANCE RECORDS OF DIRECTORS

The attendance record of each Director at the Board and Board Committee meetings held during the Year is set
out in the table below:

Number of Meetings Attended/
Number of Meetings held for the Year

Audit Remuneration Nomination Annual Extraordinary
Board Committees Committee Committee General General
Name of Directors meeting(s) meeting(s) meeting(s) meeting(s) Meeting Meeting(s)

Executive Directors

Mr. He Binfeng 4/4 - 1/1 1/1 11 2/2
Mr. Li Jeming (appointed on

29 August 2025) 171 - - - - -
Mr. Xiong Di 4/4 - - - 171 2/2
Mr. Huang Yu 4/4 - - - 171 172
Mr. Yan Haiguo (appointed on

23 December 2025) - - - - - -
Ms. Chen Huiling 4/4 - - - 171 2/2
Mr. Wu Bin (resigned on

23 December 2025) 4/4 - - - 171 1/2

Non-executive Director
Mr. Shen Yang (resigned on

29 August 2025) 3/3 - - - 171 172
Independent non-executive

Directors
Mr. Li Huamin 4/4 3/3 1/1 1/1 0/1 0/2
Ms. Zhao Caihong 4/4 3/3 1/1 - 171 2/2
Ms. Yuan Shaoying 4/4 3/3 - 1/1 171 2/2

Apart from the above regular Board meetings of the year, the Board will meet on other occasions when a Board-
level decision on a particular matter is required. The Directors will receive details of agenda items for decision in
advance of each Board meeting. Board minutes are kept by the Company Secretary and are open for inspection
by the Directors. Every Board member is entitled to have access to Board papers and related materials, and
has unrestricted access to the advice and services of the Company Secretary, and has the liberty to seek
external professional advice if so required. The Board is responsible for maintaining an on-going dialogue with
shareholders and in particular, uses annual general meetings or other general meetings to communicate with them
and encourage their participation. The Board notes that the Chairman of the Board and the chairpersons or, in
their absence, other members of the Audit Committee, Nomination Committee and Remuneration Committee of
the Company should attend the annual general meeting to answer questions and collect views of shareholders.
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RISK MANAGEMENT AND INTERNAL CONTROLS

The Board acknowledges its responsibility for the risk management and internal control systems and reviewing
their effectiveness. Such systems are designed to manage rather than eliminate the risk of failure to achieve
business objectives, and can only provide reasonable and not absolute assurance against material misstatement or
loss.

The Board has the overall responsibility for evaluating and determining the nature and extent of the risks it is
willing to take in achieving the Company'’s strategic objectives, and establishing and maintaining appropriate and
effective risk management and internal control systems.

The Audit Committee assists the Board in leading the management and overseeing their design, implementation,
monitoring and effectiveness of the risk management and internal control systems.

The Company's risk management and internal control systems have been developed with the following features
and processes:

(@) The processes used to identify, evaluate and manage significant risks by the Group are summarised as
follows:

Risk Identification: Identifies risks that may potentially affect the Group's business and operations.

Risk Assessment: Assesses the risks identified by using the assessment criteria developed by the
management; and considers the impact and consequence on the business and the likelihood of their
occurrence.

Risk Response: Prioritises the risks by comparing the results of the risk assessment; and determines the risk
management strategies and internal control processes to prevent, avoid or mitigate the risks.

Risk Monitoring and Reporting: Performs ongoing and periodic monitoring of the risk and ensures that
appropriate internal control processes are in place; revises the risk management strategies and internal
control processes in case of any significant change of situation; and reports the results of risk monitoring to
the management and the Board regularly.

(b)  The main features of the risk management and internal control systems are summarised as follows:

Control procedures have been designed to safeguard assets against misappropriation and disposition;
ensure compliance with relevant laws, rules and regulations; ensure proper maintenance of accounting
records for provision of reliable financial information used within the business or for publication; ensure
that unauthorized access and use of inside information are strictly prohibited; and to provide reasonable
assurance against material misstatement, loss or fraud.
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The Group has an internal audit function which conducts review on adequacy and effectiveness of the risk
management and internal control systems of the Group. Such review is conducted annually and cycles reviewed
are under rotation basis.

The annual review by the Board, through the Audit Committee, for the year ended 31 December 2025 in respect of
among others (i) adequacy of resources; (i) staff qualifications and experience; (iii) training programs for the staff;
and (iv) budget of the Group’s accounting, internal audit and financial reporting functions had been considered.
Due to the above non-compliance incidents, the Company was of the view that the then internal control measures
might not be sufficient and had gradually taken steps to adopt enhance internal control measures and taken
remedial actions as described under the section headed “Corporate Governance Report — Corporate Governance
Practices” in this Annual Report. The Board and the Audit Committee are of the view that the enhanced internal
control measures are designed to prevent future similar breaches of the Listing Rules, and such measures would
be effective in preventing future breaches of Chapter 14 of the Listing Rules after its implementation. In light of the
above non-compliance incidents, the Audit Committee and the Board were of the view that there may have been
deficiencies in connection with the internal control measures of the Group prior to the adoption of the enhanced
internal control measures. Based on the results of annual internal control review, the Audit Committee is of the
view that the internal control and risk management systems (with the implementation of the enhanced internal
control measures) are generally effective and adequate. The Board (together with the Audit Committee and the
Group's internal audit function) will continue to review the effectiveness of the Group’s risk management and
internal control systems, including financial, operation and compliance controls at least annually.

The Company has developed its Information Disclosure Policy which provides guidelines and procedures to the
Company'’s Directors, senior management and employees in evaluating and handling confidential information,
monitoring information disclosure, handling market rumors, leakage of information and responding to enquiries.
Control procedures have been implemented to ensure that unauthorised access and use of inside information are
strictly prohibited. The Group has in place a restriction-to-access mechanism to ensure that inside information is
restricted to authorised persons on a need-to-know basis in accordance with the nature of transactions.

DIRECTORS’ RESPONSIBILITY IN RESPECT OF THE FINANCIAL STATEMENTS

The Directors acknowledge their responsibility for preparing the financial statements of the Company for the year
ended 31 December 2025.

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

The statement of the independent auditors of the Company about their reporting responsibilities on the financial
statements is set out in the Auditor’s Report on pages 113 to 118.

CONSTITUTIONAL DOCUMENTS

During the Year, no change has been made to the Articles of Association. An up-to-date Articles of Association
is available on the websites of the Company and the Stock Exchange. Shareholders may refer to the Articles of
Association for further details of their rights.
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AUDITORS’ REMUNERATION

The remuneration paid to the external auditor of the Company, CCTH CPA Limited, in respect of audit services
and non-audit services of the Group for the year ended 31 December 2025 is set out below:

Fees paid/
Services rendered payable
RMB’000
Audit services 1,060

Non-audit services:
— Agreed-upon procedures on interim financial information 150
1,210

COMPANY SECRETARY

The Company engages an external service provider to provide company secretarial services and has appointed Mr.
Tam Chun Wai Edwin as its company secretary. Mr. Tam is not an employee of our Group and he is responsible for
advisory to the Group on corporate governance matters. Mr. Xiong Di, executive Director and chief financial officer
of the Company, is the person who Mr. Tam can contact for the purpose of code provision C.6.1 of the Code.

Mr. Tam confirmed that he has complied with Rule 3.29 of the Listing Rules by taking no less than 15 hours of
relevant professional training during the year ended 31 December 2025.

SHAREHOLDERS' RIGHTS

The Company engages with shareholders through various communication channels.

To safeguard shareholder interests and rights, separate resolution should be proposed for each substantially
separate issue at general meetings, including the election of individual Director. All resolutions put forward at
general meetings will be voted on by poll pursuant to the Listing Rules and poll results will be posted on the
websites of the Company and of the Stock Exchange after each general meeting.

Convening an Extraordinary General Meeting

Pursuant to Article 64 of the Articles of Association, The Board may, whenever it thinks fit, convene an
extraordinary general meeting. Extraordinary general meetings shall also be convened on the requisition of one
or more shareholders holding, at the date of deposit of the requisition, Shares in the share capital of the Company
that represent not less than one tenth of the voting rights at general meetings of the Company on a one vote per
Share basis. Such requisition shall be made in writing to the Board or a Secretary for the purpose of requiring an
extraordinary general meeting to be called by the Board for the transaction of any business or resolution specified
in such requisition. Such meeting shall be held within two months after the deposit of such requisition. If within 21
days of such deposit, the Board fails to proceed to convene such meeting, the requisitionist(s) himself (themselves)
may do so in the same manner, and all reasonable expenses incurred by the requisitionist(s) as a result of the
failure of the Board shall be reimbursed to the requisitionist(s) by the Company.
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Putting Forward Proposals at Annual General Meetings

There is no provision allowing shareholders to move new resolutions at general meeting under the Cayman Islands
Companies Law or the Articles of Association. Shareholders who wish to move a resolution may request the
Company to convene a general meeting following the procedures set out in the preceding paragraph.

Putting Forward Enquiries to the Board

Shareholders may send written enquiries and concerns to the Company by mail to the Company's principal place
of business in Hong Kong at 4/F, Wah Yuen Building, 149 Queen’s Road Central, Hong Kong.

INVESTOR RELATIONS

The Company considers that effective communication with shareholders is essential for enhancing investor
relations and investor understanding of the Group's business performance and strategies. The Company
endeavours to maintain an on-going dialogue with shareholders and in particular, through annual general
meetings and other general meetings, publishing corporate communications such as quarterly results, interim
results and annual results, financial reports, announcements and circulars. Shareholders may make enquiries
with the Company through channels as mentioned above, and provide comments and recommendations to the
Directors. Upon receipt of enquiries from shareholders, the Company will respond as soon as practicable.

Communication with Shareholders

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

The Board and management maintain a continuing dialogue with the Shareholders and other stakeholders
through various channels including but not limited to the Company’s general meetings. The Company encourages
all Shareholders to attend general meeting which provides a useful forum for Shareholders to exchange views
with the Board. During the year under review, an annual general meeting of the Company was held on 30 June
2025 at which the Directors attended either by person or by means of electronic facilities to communicate with
the shareholders of the Company. In addition, all corporate communications and regulatory announcements were
published by the Company on its website and the website of the Stock Exchange in a timely manner. The Board
considers that the Shareholders’ Communication Policy is effective during the year ended under review.
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ABOUT THIS REPORT

Purpose of the Report

Feiyang International Holdings Group Limited ("Feiyang” or the “Company”), and its subsidiaries (collectively the
"Group” or “"We"), are pleased to publish its annual Environmental, Social and Governance ("ESG") Report (the
“Report”), which sets forth in details the Group's policies and performance in promoting sustainable development,
enabling readers to understand our commitment to sustainable development. For corporate governance section,
please refer to the section headed “"Corporate Governance Report” in the Group’s 2025 Annual Report.

Statement of the Board

The board of directors of the Company (the “Board”) acknowledges that it has overall responsibility for the
Group's ESG strategy, and reporting and for evaluating and determining the Group’s ESG-related risks. On the
basis of confirmation provided by the management to the Board and through ongoing discussions between the
Board and the management, the management has confirmed to the Board, and the Board believes that the Group
has in place appropriate and effective ESG risk management and internal control systems.

Scope of the Report

This Report covers the period from 1 January 2025 to 31 December 2025 (the “Reporting Period” and the “Year").
Unless otherwise stated, this Report covers the Group’s major businesses, including (i) the design, development
and sales of outbound travel package tours; (i) the design, development and sales of free independent traveller
("FIT") products; (iii) the provision of other ancillary travel-related products and services; (iv) the provision of health
products; and (v) the provision of information system development products and services.

Reporting Standard

We have strictly complied with the applicable disclosure requirements of the “ESG Reporting Code” (the “ESG
Reporting Code”) under the “comply or explain” provisions as set out in Appendix C2 to the Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong Limited (the “Hong Kong Stock Exchange”) (the
“Listing Rules”). During the process of preparation of this Report, we summarized the Group's performance
in corporate and social responsibilities based on the principles of “Materiality, Quantitative, Balance and
Consistency”. Please refer to the table below for our understanding and response to such reporting principles.

‘Y
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Reporting Principles Definitions

The issues covered in this Report should
reflect the significant impacts of the
Group on the economy, environment
and society, or the scope of assessments
and decisions of stakeholders being
affected.

Materiality

This Report should disclose key
performance indicators (“KPIs") in a
measurable manner.

Quantitative

This Report should reflect fairly the
overall sustainability performance of the
Group.

Balance

The Group should use consistent
disclosure principles for the preparation
of the Report.

Consistency

Source of Information

Our Response

Through continuous communication with
stakeholders, combined with the Group's
strategic development and business
operations, we can identify current material
sustainable development issues.

The Group quantitatively discloses its
environmental and social KPls, and provides
textual explanations on quantitative
resources.

The Group has explained in detail the
sustainable development issues that have a
significant impact in the business, including
the results achieved and the challenges it
faces.

The Group will ensure that the disclosure
scope and reporting methods of the Report
are generally consistent every year.

The information disclosed in this Report is derived from the Group’s formal documents, statistics or public
information. The Board is responsible for the truthfulness, accuracy and completeness of its contents.

Access to this Report

This Report is available in Chinese and English versions. In case of any discrepancy between the Chinese and
English versions of the Report, the English version shall prevail. You may access the Group's official website at
http://www.iflying.com or the website of the Stock Exchange at http://www.hkex.com.hk for an electronic copy of
the Report.

Feedback

We welcome any comments and suggestions on this Report and our sustainability performance. Please feel free to
send your comments through the following channel. Please contact us by email at fygd@feiyang.cn.
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SUSTAINABILITY STRATEGIES

Adhering to the corporate mission of “Making Life Journey Better”, the Group has created long-term value for
the community while generating returns for shareholders through the development and management of high-
quality travel services. As a responsible corporate citizen, the Group is committed to operating its business
in a sustainable manner. The Group believes that the creation of long-term value depends on the sustainable
development of the corporate business, supply chain and the communities in which the projects are located.
The Group has formulated sustainable development related policies and create long-term value for stakeholders
through four dimensions, namely Quality Service, Caring for Employees, Green Office and Community Investment.

Creating delightful travel for
the public

Quiality Service

Caring for Building a career platform for
Employees employees

Contributing to the sustainable

ez Olifies development of the organisation

Community Contributing responsibility value
Investment to the society
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SUSTAINABILITY GOVERNANCE

The Group has established an ESG framework to promote and implement the Group's sustainability strategy. To
ensure effective ESG management, our ESG governance structure, composed of the Board, ESG working group,
respective functional departments and subordinate companies, was established to promote ESG management
and disclosure. The Board, the ultimate decision-making body of the Group, is responsible for the Group's ESG
governance. The Board steers the Group's sustainable development forward and bears the overall responsibility
of its ESG efforts. The Board also oversees climate-related risks and opportunities during board meetings on an
annual basis to ensure that our climate development and performance are on track. In the future, the Board will
continue to strengthen ESG risk management and improve ESG working mechanism and regulatory processes
to enhance its ESG governance standard. Our Board has established an ESG working group that comprises of
various heads of department and functional departments, serves a supportive role to the Board in implementing
the agreed ESG policy, targets and strategies; taking involvement into the annual enterprise risk assessment;
conducting materiality assessments of ESG areas and assess how our Group adapts its business in light of climate
change; collecting ESG data from different parties while preparing for the ESG report; and continuous monitoring
of the implementation of measures to address our Group's ESG related risks. The ESG working group is also
responsible for the investigation of deviation from targets and liaise with the relevant functional department to
take prompt rectification actions for such deviation. The ESG working group has to report to our Board on an
annual basis via board meetings on the ESG performance of our Group and the effectiveness of the ESG systems.
To oversee duties performed by the ESG working group, climate-related performance target are set at the group
level to assist our Board in evaluating the effectiveness of its climate strategy and measures on an annual basis.
Each functional department and subordinate company, serving on the execution level, is responsible for rolling
out initiatives set up by the ESG working group and reporting relevant work progress and data.

The established governance structure ensures that the Board can make informed decisions when integrating
climate-related considerations into our overall business strategies. To support this, relevant training materials
are provided to the Board and senior management with the latest knowledge on climate change to deepen
understanding of the context of climate change and response actions.
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STAKEHOLDER ENGAGEMENT

Our stakeholders are both internal and external interest groups and we are always in close communication and
contact with them through various channels:

Our key stakeholders and communication channels:

Annual or extraordinary Daily communication and Telephone interviews/customer
general meetings meetings service hotline
Periodical corporate Training sections Website
publications including annual Welfare events Mobile application
reports Regular performance Social media
Issuance of circulars and appraisal Customer activities
announcements as and when Questionnaires Questionnaires
necessary Travel expos
Website Promotion events
Regulatory Media and the
Suppliers authorities broader community
v/ Meetings s/ Direct communication / Website
v/ Regular assessments /  Information disclosure v/ Mobile
v/ Site visits v/ Communication in writing application
v/ Exchange visits when necessary /  Social media
v Travel expos
v/ Promotion events
| N
B
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ASSESSMENT

In the process of making
materiality assessment, we
mainly refer to the ESG
Reporting Code issued by the
Hong Kong Stock Exchange
to identify material issues
related to the Group and make
relevant disclosures in this
Report.

MATERIALITY ASSESSMENT ANALYSIS PROCEDURES

2

DETERMINE
THE PRIORITY

Through a set of diverse
approaches, including inviting
our stakeholders to participate
in online surveys on the
materiality of sustainable
development issues and to
give advices on the Group's
sustainable development
policies. The results of
the communication with
stakeholders are consolidated
and materiality matrix is
prepared to define the overall
materiality of each issue.

ANALYSE
ASSESSMENT
RESULTS

The conclusions of step 1
and step 2 are submitted
to the senior management
of the Group for discussion
and assessment of material
issues in this Report.
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1. Assessment

In order to understand the concerns of our key stakeholders and identify material issues of the Group, we
had engaged an independent third party in past years to conduct an online survey, to undergo stakeholder
engagement activities, so as to identify material issues of the Group. Based upon the previous outcomes
of stakeholder communication activities, industry trends and the ESG Reporting Code of the Hong
Kong Stock Exchange, we have identified 27 ESG issues applicable to the Group. During the materiality
assessment process, we invited internal and external stakeholders to rank the 27 issues through online survey
questionnaires. We summarised the outcomes of the stakeholder surveys and developed a materiality matrix
based on the analysis outcomes. The materiality matrix can reflect the real concerns of our stakeholders on
ESG issues accurately, and the analysis outcomes are used as references for the Group's strategic planning
and risk management assessment and serve as the basis for preparing this Report.

The following sets out the 27 issues related to the Group:

Products and Services Operating Practices Work Environment Practice

Forced Labour
(17) Employment

(5)  Complaint Handling
(6) User Privacy and Data

(1) Product and Service D (10) Supplier Review D (13) Workplace Diversity,
Compliance I:] (11) Sustainability and Anti-discrimination and
(2)  Product and Service Social Responsibility of Equal Opportunity
Quiality Suppliers || (14) Occupational Safety
(3)  Service Stability and D (12) Anti-corruption and Health
Incidence Response (including bribery, | (15 Staff Training and
(4)  Customer Communication extortion, fraud and Development
and Satisfaction money laundering) D (16) Prevention of Child and
L]

Security Relationship and
(7) Internet Information Eomlmunication with
Security mployees
8) Intellectual Property D (18) Talent Attraction and
Protection Employee Retention
a9 Employee Benefits

OO O Ofd o d o

(9)  Technology Research
and Development

Environmental Protection
and Green Operations Community Contribution

D (20) Greenhouse Gas and D (26) Charity Activities

Air Emission Participation
D (21) Waste Disposal and D (27) Charity Donation
Management

D (22) Electricity and Water

Conservation
D (23) Climate change

D (24) Green Procurement
D (25) Publicity and Promotion
of Environmental

Protection
e ® o
'\ ° -
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2. Determine the priority

In order to assist us to identify the material sustainability issues relating to the business, we proactively
collected opinions from various stakeholders when preparing this Report, and prioritised 27 issues in two
dimensions (namely “significance to the Group” and “significance to stakeholders”) as followed. The
following materiality matrix is presented based on the outcomes of the survey questionnaires, and it clearly
shows the issues of greatest concern to stakeholders and areas that require more of our attention in future
development.

Materiality Matrix

Higher

5.9

. o
5.7
5.6

e

o

Significance to stakeholders
w
S

s2 o

49
4 4.5 5 5.5 6 65
Lower Higher

Significance to the Group

Feiyang International Holdings Group Limited / Annual Report 2025 51




ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

52

Analyse Assessment Results

Through the above materiality assessment, we have identified the following 13 issues as our material issues
on sustainable development. In the future, we will continue to review our sustainability policies with a focus
on the above identified material issues. Meanwhile, below material issues also are explained in details under
the corresponding chapters in this Report.

Material issues Corresponding chapter/module

06 6 00 © © ® 606060

Product and Service Compliance
Product and Service Quality
Service Stability and Incidence Response

Customer Communication and Satisfaction
Complaint Handling

User Privacy and Data Security

Internet Information Security

Supplier Review

Sustainability and Social Responsibility of
Suppliers

Workplace Diversity, Anti-discrimination and
Equal Opportunity

Waste Disposal and Management
Electricity and Water Conservation

Climate change
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Our Commitment to the Public
Our Commitment to the Public
Our Commitment to the Public — Safe Tourism

Our Commitment to the Public — On-going
Assessment

Our Commitment to the Public — On-going
Assessment

Our Commitment to the Public — Protection of
Consumer Information

Our Commitment to the Public — Protection of
Consumer Information

Supplier Management
Supplier Management

Our Commitment to the Staff — Talent
Attraction

Our Commitment to the Environment
Our Commitment to the Environment

Climate-related Disclosures
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OUR COMMITMENT TO THE PUBLIC

The Group is committed to continuing our corporate social responsibility and strives to provide customers with
the highest-quality standard of products and services, and brings sustainable revenue growth to the shareholders.
In respect of our services and product development, travel planning and procurement, sales and marketing,
pre-travel arrangement and package tour operation, we all strictly abides by the Tourism Law of the PRC, the
Regulation on Travel Agencies and other laws and regulations applicable to travel business.

Business Process

Development

Conduct market research on new destinations and travel elements

Design package tours based on market information and customer preferences

Assess the availability of transportations, hotels, local tour companies and other
suppliers

Planning and Procurement

Search for transportations and hotel accommodations
Select local tour companies with high quality

Obtain local transportation suppliers and local attraction tickets

Sales and Marketing

Brand and product marketing

Hold briefing sessions for customer service officers, personal travel consultants,
sales representatives, tour escorts and/or tour guides

Sell package tours and other services to customers through retail branches, sales
offices, mobile application, call centres, website, and other online sales platforms

Acquire customers through multiple sales channels

Tour Arrangement

Book air tickets, transportation, hotels, restaurants and attraction tickets

Assign tour escorts and/or tour guides and arrange local tour companies for
package tours

Arrange pre-travel reception for customers

Confirm bookings with transportation companies, ticketing agents and/or hotel operators
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Development

We actively conduct market research. We use the data collected to conduct forecast of the market, analyse the
product preference of consumers and to initially determine the product type through the consumers’ preference
and reputation of travel product destinations and the outcomes of customer revisit survey. Meanwhile, we develop
different travel products in line with national policies, to ensure product sustainability and compliance with relevant
national guiding policies. We also conduct site visits to new and existing travel destinations to identify new travel
destinations, new tourist attractions and other travel elements for inclusion in our package tours or FIT Products.
When designing package tours, we take into account the feedback and recommendations from customers, tour
escorts, tour guides and local tour companies and also pay close attention to the market trend and factors such as
the availability of new hotels and attractions. We analyse the travel consumption patterns of our customers, match
different travel elements such as domestic and international air tickets with different level of hotel accommodation,
so that we can cater to changing customer needs and preferences. We introduce new or characteristic travel
products from time to time to provide our customers with brand-new travel experiences. The Group has been
developing and providing new and diversified travel products to further expand our customer base.

Planning and Procurement

Our suppliers include but not limited to airlines, ticketing agents, hotel operators, local tour companies and GDS
service providers. Our package tour and FIT operation department liaise with airlines and ticketing agents to
check the availability of flight seats and carry out detailed planning on selection of accommodation, local tour
companies, ground transportation and restaurants. To ensure the quality of our products and services, our local
tour companies can only arrange local transportation, food and beverage and hotel accommodation that meet
our quality and safety standards. For potential suppliers, their service quality, safety standards, responsiveness,
reliability and pricing are taken as the assessment criteria. On the other hand, feedback is also collected from tour
escorts, tour guides and tour participants to continuously monitor the performance of each supplier and identify
substandard travel elements in a timely manner. For our new package tours and products, our package tour and
FIT operation department brief our customer service officers and personal travel consultants to enable them to
understand the characteristics of each product and hence provide suitable suggestions and assistance to our
customers.

Sales and Marketing

We sell our travel products and services to individual customer through our retail branches, sales offices, website,
mobile application and other online sales platforms. We have an information management system which is able to
update the latest enrolment status of each sales channel and the availability of package tours, air tickets and hotel
accommodations on a real-time basis to assist our frontline personal travel consultants in the sales of our travel
products and services. At the same time, our customer service officers and personal travel consultants also input
all customer preferences, details and sales data into the system on a real-time basis for follow-up in future.
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Tour Arrangement

Package tour booking is generally confirmed around one month prior to departure. Once a tour is confirmed, we
will assign tour escorts and tour guides and liaise with the local tour companies. Local tour companies generally
operate package tours in accordance with our approved hotel, food and beverage, local transportation and
activity specifications. For domestic tours within Zhejiang province, surrounding areas outside Zhejiang province
and Beijing, we are primarily responsible for arranging local transportation, food and beverage and hotel
accommodations. Tour escorts and tour guides employed by us will accompany the package tours members
throughout the entire tour and pay close attention to their needs.

“Feiyang" Marketing Platform

We are committed to continuously promote our “Feiyang” brand as a well-known brand, representing one-stop
professional and personalised travel products and services. We believe brand recognition is decisive to our ability
to attract customers. We adopt marketing strategies such as media advertising, organising travel expos and
joint promotional events with our suppliers, displaying at our tourism square, retail branches and sales offices to
enhance our brand recognition and promote our business. In accordance with the Advertising Law of the PRC, we
have assigned marketing managers to review advertising information and marketing materials before publication
to ensure that the content is free from false, misleading, untrue and exaggerated statement and infringement of
intellectual property rights.
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On-going Assessment

We hope to create pleasant journey to the public to further improve customer satisfaction. We have adopted a
complaint handling system to enhance customer satisfaction and to resolve any disagreements in an amicable
manner. Also, we have formulated the Measures for the Handling and Prevention of Complaints (Revision) to
standardize the complaint handling process and reward and punishment system, so as to ensure that customer
feedback is properly handled. During the Year, we received a total of 66 complaints (2024: 47 complaints)
concerning travel products and services. Other than the regulations mentioned above, in order to more effectively
monitor and improve the quality of our products and services, we actively collect opinions from different channels
and carry out on-going assessment as following:

after the completion of the tour to collect their feedback on the quality of our products and services

@ Our customer service officers will conduct telephone interviews with our customers within one week

Customers can also provide their feedback through our customer service hotline, website
or mobile application at any time

Our tour escorts and tour guides are also required to provide a Travel Completion Report

on the service quality of our suppliers

The local tour companies engaged by us would provide comments on each tour from time to time
and forward any feedback from our customers, tour escorts and tour guides to us

It suits the elderly with good attitude
of the local tour guide and reasonable
Everything is terrific, including the travel schedule arrangements.
travel schedule arrangements and
the service of the tour guide and
travel consultant.

It is a satisfactory travel, for its tour guide
services including dining inspection and seat
belt reminding are satisfying, and its
salesperson is enthusiastic and professional.

| am very satisfied with this pretty

pleasure travel, for both its travel

schedule arrangements and the

introduction of the tour guide.
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Management of Tour Escorts and Tour Guides

We adopt a series of quality control measures on our tour escorts and tour guides to ensure the quality of our
products and services.

During the Recruitment Process

We conduct interviews with the tour escort and tour guide candidates and check their
qualification certificates to ensure their competence and experience.

Before Serving Customers

Comprehensive training which covers knowledge of product and service, customer services,
communication skills as well as safety and emergency handling skills will be provided to newly recruited
tour escorts and tour guides. At the same time, the Group also provides detailed working guidelines
for tour escorts and tour guides by formulating the Tour Guide Management Policy.

After Commencement of Service

Tour escorts and tour guides are also subject to regular assessments and on-going trainings
to maintain their service quality.

In accordance with the Regulations on the Administration of Tour Guide Personnel, the Regulations on Travel
Agencies and the Implementation Rules of the Regulations on Travel Agencies, we only hire tour escorts and
tour guides who have passed the national general tour guide qualification examination and hold valid tour guide
qualification certificates. In addition, we arrange tour escorts to accompany our tour teams when organising
outbound tours for Mainland Chinese residents. In addition to holding a tour guide qualification certificate, the
tour escorts we engaged need to have more than two years of relevant experience in the industry, so as to ensure
that the tour escorts can provide professional and quality services for our tour group members.
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Safe Tourism

In addition to establishing a safety management system and a responsibility system according to laws and
regulations such as the Tourism Law of the PRC and Fire Protection Law of the PRC, the Group has also adopted
various measures against the Epidemic under Guidelines for the Prevention and Control of Epidemic Situations in
the Reopening of Tourist Attractions to lower the risks to our customers’ safety and health.
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Strengthening Risk Assessment

Conducting safety assessment of travel products, selecting suppliers and partners
with corresponding qualifications and meeting local epidemic prevention and control
requirements, clarifying respective obligations related to epidemic prevention and
control, strengthening collaboration and cooperation, and achieving information
sharing to ensure smooth, orderly and safe group travel.

Enhancing communication and liaison to keep abreast of the epidemic prevention and
control situation in tourism destinations and customer sourcing markets, and to do a
good job in routes design, products matching and booking.

Strengthening data analysis to improve epidemic prevention standard of our products.

Controlling the Package Tours Size

Strictly implementing the prevention and control requirements of each region,
announcing in advance the number of our package tour customers and other product
prevention and control requirements according to our own operational capacity and
the reception capacity of our suppliers and partners, strictly controlling the number of
our package tour customers and advocating small-scale and reassuring package tours.
Making reasonable arrangements for package tour routes, sizes and travel time, and
tourism activities should be carried out by time slots, batches and regions to avoid too
many visitors gathering at the same time.

Equipped with Protective Equipment

Sufficient quantity of disposable medical masks or masks of a certain extent of
protection, body temperature checking equipment, hand sanitizer, disposable gloves
and disinfection supplies are available to provide the necessary protection for drivers,
tour guides and travellers.

Storing and using disinfection products properly, keeping them away from fire and
power sources, with no mixing situation, and conducting regular inspection and timely
replenishment or replacement.

Urging our suppliers and partners to supervise the comprehensive disinfection and
cleaning of hospitality facilities and venues such as chartered coaches, hotel rooms and
restaurants.

Strengthening Promotion and Guidance

Strictly implementing various systems and regulations for tour groups and signing
travel contracts in accordance with the law to clarify the rights and responsibilities of all
parties.

Taking the initiative to publicise knowledge on epidemic prevention and control,
and issuing travel precautions to tourists in time, reminding them to comply with the
requirements of “wearing masks, washing hands regularly and keeping social distance”
to enhance their awareness of self-prevention and control.

Strengthening Pre-travel Investigation

Collecting tourists’ information, health records and testing registration. To ensure the
safety of tour group members, tourists are required to present their health codes upon
enrolment and the codes are subject to re-verifying before travelling.

Explaining to and dissuading tourists who failed the health code verification from
travelling.

Strictly implementing the body temperature screening system, tourists with abnormal
body temperature are not allowed in the journey and are advised to seek medical
advice and to report properly.
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Implementing Prevention and Control Measures

Strictly implementing epidemic prevention and control requirements in transportation,
accommodation, catering, sightseeing and shopping in all areas, and urging our
suppliers and partners to implement measures such as ventilation and disinfection.
Strengthening body temperature checks for tourists and they should wear masks
throughout their journey in vehicles and other means of transportation. Strictly
enforcing measures such as “limitation, reservation and staggered shifts” in scenic
spots and cultural and entertainment venues, and proactively cooperating with the
hosts to do a good job in epidemic prevention and control.

Improving Service Standards

Further implementing industry standards such as the Service Directives for Travel
Agency and the Specifications for Tour-guide Service to enhance safety tips and
itinerary management for tourists.

Tour guides should remind tourists of the epidemic prevention and control during
travel, check-in, ticketing, touring and dining, and guide tourists to wear masks
correctly and keep a safe social distance.

Tourists are reminded to cooperate with the work of health and quarantine and to
take personal precautions. After the journey, travel agencies are required to keep
proper records of their tour groups and hold for safekeeping.

Promoting Civilised Tourism

Strengthening civilised tourism publicity in conjunction with epidemic prevention and
control, and promoting new ways of healthy travel such as “individual serving” and
"using serving chopsticks”.

Strengthening publicity and guidance for tourists on attention to hygiene, refusing
wild food and rational consumption, reminding tourists to dispose of rubbish properly,
so as to establish a new trend of civilised, healthy and green tourism.

Establishing Synergetic Mechanism

Acquiring the contact details of the hygiene and health authorities and designated
medical institutions in tourism destinations and customer sourcing markets in advance,
and ensuring that tour guides and other service providers are aware.

Strengthening the coordination and collaboration with our partners and suppliers,
keeping the reporting channels clear for epidemic situations, and reporting suspected
epidemic situations to the local hygiene and health authorities and culture and
tourism administrative departments in a timely manner.

Emergency Handling

If any person in the tour group with suspected symptoms is found, the travel agency
should immediately stop the tour and report the incident at the first opportunity,
and cooperate with the relevant authorities to carry out epidemic investigation and
prevention and control measures.

In the event of a confirmed case is found in the tour group, the emergency handling
plan will be activated immediately, and the tour group will cooperate with relevant
departments and units to isolate the patient and trace the close contacts, and handle
the aftermath properly.
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Enhancing Organisational Leadership
o Local cultural and tourism administrative departments should strictly implement
@ their local management responsibilities, strengthen the linkage with local hygiene
[ — [ and health departments, enhance collaboration of competent authorities between
) tourism destinations and customer sourcing markets to enhance prevention, control
and emergency response capabilities and ensure a smooth and orderly resumption of
operations.

Strengthening Supervision and Inspection

5 o In accordance with the “One Tour, One Report” system, filling in the tour group
information on the National Tourism Regulatory Service Platform and upload the
electronic contract.

More Frequent Daily Scheduling
e We will work with the local culture and tourism administrative departments to carry
’ out emergency drills, risk identification and risk assessment in accordance with the
«a prevention and control plan and the emergency response plan, so as to identify and
deal with emerging problems in a timely manner. Abnormalities will be reported in a
timely manner and the relevant business activities will be suspended.
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Protection of Consumer Information

In the course of business operations, the Group obtains a large amount of personal information of customers.
In order to protect such information from leakage or illegal use, we have formulated the Information System
Security Management Mechanism and the Information System Lapse or Disaster Emergency Response System in
accordance with the Measures on Internet Information Service and the Regulations for the Protection of Personal
Information of Telecommunication and Internet Users and have arranged for a team of specialized personnel to be
responsible for their implementation to strengthen the security management of the information system in order
to maintain and encrypt confidential corporate information such as customers’ personal information. The Group's
staff members are also required to sign a Confidentiality Agreement to undertake the obligation of confidentiality
of sensitive and confidential documents of the Company.
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Observing and Protecting Intellectual Property Rights

The Group emphasized on the protection of intellectual property rights. We have formulated the Intellectual
Property Management System in accordance with the Trademark Law of the PRC to regulate the management,
registration and application of intellectual property rights including trademarks and self-developed computer
software, as well as the handling process of infringement cases. We also arrange our employees to attend trainings
on intellectual property rights annually. In advertising and marketing materials, we may use online materials
or images or materials provided by our suppliers, such as articles and video clips. In accordance with the Tort
Law of the PRC, we have developed the review process to ensure that no unauthorized materials are used in
our advertisements. As of 31 December 2025, we were the registered owner of 85 trademarks in the PRC and 5
trademarks in Hong Kong (2024: 83 trademarks in the PRC and 5 trademarks in Hong Kong).

Supplier Management

The Group recognizes that the role of its business partners, including suppliers, are same as material to providing
quality products and services to its customers. The Group has formulated the Supplier Management System
and the Procurement Management System to regulate supplier management. We obtain supplier information
through online platforms, peer consultation, open tendering and employee recommendation. We adhere to the
principles of fairness, impartiality, openness and transparency in our supplier assessment process. We require
new suppliers to provide qualification documents such as business license and quotation and conduct on-site
inspection. To reduce the environmental and social risks of the supply chain, we only cooperate with suppliers with
common moral values and standards. We take into consideration of various factors, including qualification, pricing,
resources, services, mutual business synergies, brand reputation, settlement clauses and compliance, and only the
suppliers who meet the Group's requirement will be included in the Qualified Supplier Register.

In addition, we conduct regular performance reviews on qualified suppliers to manage and control their
performance. We require our tour escorts and tour guides to provide a Travel Completion Report on the service
quality of our suppliers upon the end of the tour, and conduct assessments on our suppliers annually. In the event
that we experience significant safety incidents during our cooperation with our suppliers, or frequently receive
negative evaluations from our tour escorts or tour guides or itinerary managers, we will consider removing these
suppliers from the Qualified Supplier Register or terminating our cooperation with them.
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OUR COMMITMENT TO THE STAFF

We continue to invest resources for staff, and are committed to providing good career opportunities, with a view
of building a multicultural and inclusive industry-leading team. The Group actively protects the legitimate rights
and interests of employees, and adheres to the Labour Law of the PRC, the Labour Contract Law of the PRC and
other laws and regulations on employment and labor practices. We enters into labour contracts with employees
based on the principles of equality and consensus, establishes its labour safety and health system, strictly
implements national rules and standards on labour safety and health, provides employees with labour safety and
health education, prevents accidents during employment and reduces occupational hazards.

Talent Attraction

As a responsible employer, the Group provides equal job opportunities in recruitment, training, promotion,
transfer, remuneration, benefits and termination of contract, regardless of gender, disability, family status, marital
status, pregnancy, race, religion, age, nationality and sexuality. The Group adopts the fair and open recruitment
policy, and promotes diversity and inclusion, to ensure the employment opportunities for all kinds of people
in society, in particular experienced and qualified tour escorts, tour guides, personal travel consultants and
other operational management talents. We recruit our employees primarily through campus recruitment, online
recruitment, social recruitment and internal recruitment.

To protect the rights and interests of our staffs, we have formulated the Human Resources System and the Staff
Handbook to regulate the code of conduct for our staffs. If the employee resigns, we will terminate the labor
relationship with the employee in accordance with the Labor Law of the PRC, and give the employee economic
compensation according to the relevant national regulations. In general, the Group will only dismiss employees if
they are in serious violation of labor discipline.

The Group attaches great importance to staff development, is committed to provide employees with equal
working environment, offer competitive salary treatment based on their duties, skills, and the participation of
business of the Group, and provide opportunities to be promoted based on their performance contribution,
ability, working attitude and business proficiency. For management personnel, we will promote them based on
team building, talent cultivation and departmental performance.

Talent Retention

In order to attract and retain our valuable and talented employees, we review the remuneration packages regularly
and implement a structure-based remuneration system of the tourism industry. Through an incentive compensation
plan, we link performance with compensation and emoluments, and adjust the compensation system annually
according to the performance and contribution of our employees and market trends. In principle, the basic salary
and job allowance of the Group remain unchanged, and will be adjusted based on the annual efficiency (with
priority in efficiency while giving consideration to fairness as the adjustment principle) and work contribution. We
implement a system of five-day work per week with alternate holiday on Saturday on a department rotation basis.
We also make contribution to social insurance for our employees, including pension, medical, unemployment,
work injury, maternity insurance and housing fund prescribed by the local government.
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The Group attaches great importance to the physical and mental health of its employees and is committed to
providing a pleasant working environment and promoting a work-life balance. In addition to national statutory
holidays, employees can also apply for sick leave, casual leave, marriage leave, maternity leave, nursing leave and
funeral leave as needed. There is a small book access centre at the Group’s headquarter, where our employees
can access books with specialised knowledge and lifestyle books. For employees who need to work outside during
high temperature seasons (such as tour guides and drivers) they are also entitled to the high temperature fee
prescribed by the State as compensation. The Group will organise and distribute other welfare activities or holiday
benefits irregularly in irregular forms according to the specific situation and personnel.

During the Year, we were not aware of any significant non-compliance or violation of laws relating to compensation
and dismissal, recruitment and promotion, working hours, rest periods, equal opportunity, diversity, anti-
discrimination, and other benefits and welfare.

Prevention of Child and Forced Labour

The Group strictly adopts a zero-tolerance policy towards the use of child and forced labour, and prohibits the use
of child labour or forced labour as banned by the Law of the PRC on the Protection of Minors, the Regulations on
Labour Security Supervision, the Provisions on the Prohibition of Using Child Labour and other relevant regulations.
The human resources department of the Group verifies the age of the candidate during the recruitment process
and enables the employed employees to sign labour contracts with specified working hours on a voluntary basis,
which are also constantly monitored and reviewed by the Group. In case of any non-compliance, the Group will
take immediate measures to terminate his/her work.

During the Year, we were not aware of any significant non-compliance or violation of laws in relation to prevention
of child or forced labour.

Development and Training

The Group believes that development and equipment of staff is very important to the sustainable development,
so we place great emphasis on staff training, arrange internal training courses for all employees on a regular
basis, to enhance our employees’ skills and knowledge in sales, marketing, customer management, customer
service, product information, quality control and industry knowledge, thereby providing support for employees’
personal career development and the business development needs of the Group. In order to regulate the training
management of the Group, we have formulated the Training Management System to further regulate the mode
of training of the Group. We provide training to our employees based on three principles, namely effectiveness,
practicality and pertinence.

In order to enhance the quality of our employees, the Group launched a series of long-term and regular training
programs for the entire company, each centre (group), each position and new employees during the Year, while
implementing the requirements of “training accompanied by examination” and “examination shall be passed
before employment”. The Group’s overall training framework, planning and supervision are carried out by the
human resources department, and training for each department (such as training for product manager, product
training for private customers, tour guide training, etc.) must be reported to the human resources department
and included in the overall plan. The first phase of employee training was organized by the Group in collaboration
with the Institute of Business Technology, including training on presentation production and other office software
enhancement.
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Health and safety

The Group advocates the “"people-oriented” and adheres to the safety production policy of “Safety first,
prevention dominant, comprehensive management”. According to the Work Safety Law of the PRC, the Group
has established a safety supervision and management mechanism, formulated rules and regulations on safety work
and set up relevant organizations. In response to the pandemic, the Group has also taken various measures to
minimize safety and health risks in accordance with the “Guidelines for the Prevention and Control of Pandemic in
Tourist Attractions Resuming Opening”.

Strengthen the management of office and business premises
o Implement prevention and control responsibilities, formulate internal pandemic
prevention and control plans and contingency plans, and do a good job in hygiene
cleaning, disinfection and ventilation in the office premises and service outlets of travel
- agency.
.: o Reduce the frequency and length of meetings and use web-based meeting tools
[ . whenever possible.

g” *  The points of sale assign the responsibility of each link during pandemic prevention and
control, including daily duty, cleaning and disinfection, testing and registration, rubbish
cleaning, site inspection and safety management to an individual, and make timely and
dynamic adjustments in accordance with the local pandemic prevention and control
requirements.

Implement employee monitoring
e  Travel agencies should manage the health condition of their employees in accordance
with the local requirements, and establish a “Health Record Form” and conduct daily

ﬁ temperature checks to track their health status and travel trajectory.
. ° If employees have fever, cough, fatigue, stuffy nose, runny nose, sore throat, diarrhoea
.=. and other related symptoms, they will be promptly arranged for medical treatment at the

nearest designated medical institution and we will follow up on the situation.
e  Conduct health code checks before tour guides report duty and require them to wear
masks properly.

Strengthen education and training
e  Regularly organize special training on pandemic prevention and control measures and
- emergency response, and urge employees to understand the knowledge of pandemic
- prevention and control, personal protection, hygiene and health and emergency
response, so as to improve their ability in pandemic prevention and control and
b 4 3 emergency response.
e Clarify the responsibilities of tour guides, refine the duties of their positions and do a
good job in providing services such as full escort and ground escort services.

During the Year, we were not aware of any non-compliance or violation of regulations by the Group in relation
to providing a safe working environment and protecting employees from occupational hazards, and we were not
aware of any work-related injury incidents or work-related fatalities .
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Anti-corruption

1

The Group adopts a “zero tolerance” attitude towards bribery and extortion. All directors, management and
employees must act with integrity and ethical business conduct, and comply with the relevant laws and regulations
applicable to the Group's place of business on the prevention of bribery, extortion, fraud and money laundering,
including the Criminal Law of the PRC.

In order to effectively prevent operation and management risks, the Group has formulated the “Identification and
Reporting Mechanism for Misconduct”, which aims to provide a confidential and reliable reporting mechanism for
employees to prevent any unethical conduct. We encourage employees to take an active part in the management
of the Company, and to timely supervise and report internal operation defects or violations in the company, so as
to ensure that the Group operates in compliance with laws and regulations. Employees can report any irregularities
in writing or verbally at any time to the Group's internal reporting management leading group office. The Group
will endeavour to protect the identity of whistleblowers, will not allow retaliation against whistleblowers who have
acted in good faith, and will follow investigative procedures to ensure that all complaints are promptly and fairly
dealt with. For employees who report major violations of laws and regulations and successfully prevent the case,
we will directly reward the personnel within two weeks after the case is settled. Besides, anti-corruption training
was provided to senior management through internal training during the Year.

During the Year, we were not aware of any non-compliance or violation of regulations in relation to the prevention
of bribery, extortion, fraud and money laundering, and we were not aware of any corruption litigation involving the
Group or our employees.

OUR COMMITMENT TO THE ENVIRONMENT

The Group recognizes that proper management of energy and resources is critical to sustainable development,
and therefore strives to improve our energy and resource management in order to minimize the environmental
impact of our business operations and promote environmental awareness throughout the Group. The Group has
taken measures to protect the environment in compliance with the Environmental Protection Law of the PRC and
other relevant laws and regulations.

Due to the nature of our business, the Group's daily operations are mainly office-based, and the major greenhouse
gas emissions come from the use of electricity in offices and a small number of business vehicles, while vehicles
also generate air emissions. The Group’s main water consumption comes from domestic water in the office. We
have not encountered any problem in sourcing suitable water.

. . . A
e Domestic sewage has been properly connected to and discharged into the
communal sewer system
e Water leaking faucets are repaired in a timely manner to minimise water wastage

e We also properly arrange for the collection and disposal of domestic waste
generated in the office by a third-party company
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With focusing on energy efficiency, water conservation and office resources conservation, we have implemented
various environmental protection measures. In order to fully fulfil the responsibility of environmental protection,
we have incorporated the requirements of energy conservation and environmental protection into employee
assessment with an expectation of that:

Set the temperature of air conditioner at or above the specified temperature
showed on air conditioner

Turn off personal office equipment including lights, air conditioners, power of
computers in non-operation areas beyond working hours

Maintain cleanliness in public areas such as meeting rooms and employees’ homes,

including turning off equipment such as air conditioners, projectors, electric lights
in the area

Replace the printer cartridge when the printer is exhausted

Make good use of the IT systems and electronic communication equipment and
only use paper when necessary to avoid paper waste

The above environmental and resource-saving measures have not only helped the Group gradually improve
its environmental performance, but also promoted the sustainable utilisation of natural resources effectively,
and further enhanced the environmental awareness of employees. We target to maintain zero substantial non-
compliance case in relation to the generation of non-hazardous waste in coming five years. During the Year, we
were not aware of any material non-compliance in relation to air and greenhouse gas emissions, discharges into
water and land, and generation of hazardous and non-hazardous waste.

Regarding Scope 3 other indirect emissions, carbon emissions may be emitted by our suppliers and service
providers in our value chain that may not be environmental-friendly. To mitigate our indirect impact through third-
party suppliers and service providers, we plan to strengthen our ESG practices and actively research the carbon
footprint of our third-party suppliers and service providers and enlist environmental protection capability as one
of our assessment elements when evaluating such suppliers and service providers to ensure that our suppliers
and service providers are fully competent in carrying out sustainable operations and exerts continuous effort to
minimise environmental impact. When screening those suppliers and service providers in the future, low carbon
(i.e. evidenced with environmental compliance history and certification in environmental protection) will be our top
priority criteria with evaluation metrics emphasizing environmental impact, energy and resource utilization, use of
renewable energy and other innovative means for producing a smaller carbon footprint. Besides, we have a long
practice of encouraging our employees to make their travelling and commuting as energy efficient as possible. For
instance, our practice requires our employees to select economy class as a preference for business travel. We are
aware of the significance of reducing our Scope 3 other indirect emissions, by implementing practical measures in
our daily operation during the Reporting Period as mentioned above. We identified our Scope 3 GHG emissions
amongst the 15 Scope 3 categories and noted that 11 categories are relevant to our business. The other categories
are not included (i.e. Categories 8,10,11 and14) as they are irrelevant to our business. During the Reporting Period,
we have began to disclose our scope 3 GHG emissions for selected categories (i.e. Categories 3, 5 and 6). We
recognise that there are still data gaps within the data reported and aim to expand our data disclosure for other
categories going forward. Please refer to section headed “Appendix | Overview of Key Performance Indicators”
for details.
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OUR COMMITMENT TO COMMUNITY

The Group understands the importance for making positive contribution to the community where it operates and
considers that enterprises and communities are inseparable, and enterprise development is also inseparable from
the support and assistance of the community. In order to better fulfill its social responsibilities, the Group takes
into consideration of the local culture, environment and priorities of community when developing, selling and
providing travel service with the aim to help the communities where it operates to create a harmonious, dynamic
and livable environment. The Group will continue to maintain an appropriate level of community involvement and
the long-term sustainable development of its operation and the community, as well as encourage its employees to
participate in community contribution activities that contribute to achieving work-life balance

CLIMATE-RELATED DISCLOSURES

Governance

The Group places great emphasis on climate change governance. We integrate climate change-related matters
into our sustainability governance system, comprising “the Board-ESG Working Group-Functional Departments
and Subordinate Companies”. The Board is responsible for identifying and determining material climate-related
issues, proposing suggestions for climate-related goals, policies, and structures, and continuously enhancing
the effectiveness of climate governance. The Board reviews progress on climate-related matters reported by
management once a year. For more details, please refer to section “Sustainability Governance” of this ESG report.
The Group prioritizes the capacity building of the Board and management in the field of climate related expertise.
When establishing the ESG Working Group, members with relevant professional knowledge backgrounds are
included. Training materials are provided to the Board and senior management on climate change-related topics,
thereby ensuring they possess the necessary expertise to manage and oversee climate-related issues.

Strategy and Risk Management

During the Year, we have conducted a climate-related scenario analysis to access the resilience of our strategy to
climate-related physical and transition risk over different timeframe to our Group. To ensure strategic alignment,
we have defined short-term (2030), medium-term (2040), and long-term (2050) horizons based on our business
strategic processes, asset lifetimes, and internal policy milestones. Under our Enterprise Risk Management (“ERM")
framework, our risk register incorporates the risks associated with climate-related physical and transition risks and
ensure climate change adaptation or mitigation policies are in place.

Our ERM framework also ensures periodic risk assessment and monitoring cycles are in place to understand the
relevant risks and assess the needs to refresh our risk appetite.

Under our ERM framework, processes used to identify, evaluate and manage significant risks (including significant
climate-related issues) by the Group are summarised as follows:

Risk Identification

o Identifies risks that may potentially affect the Group's business and operations.

Risk Assessment

e Assesses the risks identified by using the assessment criteria developed by the management; and

o Considers the impact and consequence on the business and the likelihood of their occurrence.
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Risk Response

*  Prioritises the risks by comparing the results of the risk assessment; and

o Determines the risk management strategies and internal control processes to prevent, avoid or mitigate the

risks.

Risk Monitoring and Reporting

o Performs ongoing and periodic monitoring of the risk and ensures that appropriate internal control processes
are in place;
o Revises the risk management strategies and internal control processes in case of any significant change of

situation; and

o Reports the results of risk monitoring to the management and the Board regularly.

As a result of above risk management process, the table below provides an overview of climate-related risks with
the greatest potential impact on our Group's business under different time horizon.

Climate-related Risks

Physical Risk
Acute Risk (Short-term)

Chronic Risk
(Medium to long-term)

Description

More frequent extreme weather
events e.g. flooding, heavy rainfall
and typhoons present significant
challenges to our business
operations, including an increased
risk of injuries and loss of life, as
well as business disruption activities
arising from refunds, rebookings,
operational chaos and liability
claims for extended periods.

Rising sea levels and high
temperature can lead to reduction
of scenic spots especially in coastal
areas and areas with snowfall.

Higher temperature and heatwaves
increase health risks, such as heat-
related illnesses, poor air quality,
and other health issues especially
for staff working outdoor.
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Potential Financial Impact

Cause loss of assets and
increased costs to operate and
maintain the Company’s business
due to extreme weather.

Negatively impact our revenue as
less tour are booked.

Higher costs for human resource.

Higher insurance costs.
Higher cost for human resource.

Lower revenue as less travelling
desire of customers.
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Climate-related Risks Description Potential Financial Impact

Transition Risk

Policy and Legal Risks e Climate-related disclosure e Compliance with the climate

(Medium to long-term) requirements will be stricter. reporting obligations of the
Failure to meet stricter emissions Hong Kong Stock Exchange will
compliance requirements and be gradually expanded, with
establish an effective internal higher quality emissions data
response mechanism could expose required, resulting in increased
to potential litigation risks. compliance costs.

e The government is highly likely e Operating costs are likely to rise.
to introduce a number of levies
(e.g. carbon tax, carbon emission
allowance, fuel tax, etc.)

Market Risk e Stricter environmental policies e Potential increase in operating
(Medium to long-term) could lead to a rise in the price of costs due to rising service cost.

service cost.

e Lower revenue due to shift of
e Inadequate response to customers.

growing market expectations

and requirements (such as net

zero transition, climate-related

disclosures and performance)

could adversely affect our brand

reputation and stakeholder

confidence. Overlooking these

risks can alienate ESG-conscious

customers who prioritize

sustainability.
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Mitigation measures of each type of risk that already adopted by the Group are listed below:

Risks Mitigation measures

Physical risks e Create contingency plans and conduct emergency drills in advance to ensure
operational stability during extreme weather.

o Improve disaster preparedness of relevant personnel and provide them with
necessary training.

e  Continuously improve the occupational health system, standardize the
management of those who work in extreme weather environments; and provide
employees with personal protective equipment according weather conditions.

o Purchase insurance to cover the potential damage to our assets and employee.

Transition risks o Pay close attention to climate-related laws and regulations, and adjust the
Company'’s strategic direction and development plan in a timely manner
according to policy changes.

° Enhance internal management and operational processes to minimize
transformation costs.

o Raise standards for supplier evaluation, gradually move toward green
procurement and integrate suppliers’ environmental performance into the
selection process.

. Consider to shift all vehicles to EVs.

Scenario Analysis

In our scenario analysis, the Group focused on material physical and transition risks, and referenced scenarios
with climate and transition pathway projections published by reputable external research bodies including
Intergovernmental Panel on Climate Change ("IPCC") and Network of Central Banks and Supervisors for Greening
the Financial System (“NGFS"). We have adopted two high contrast scenarios that provide robust coverage of
potential climate outcomes. Based on these pathway projections, we evaluated the Group's potential impacts of
these risks and opportunities against plausible future states under various time horizons until 2050. Our scenario
analysis will be refreshed for every three years for our strategic planning purpose.
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The table below summarises the parameters of our scenario analysis.

Parameter Description

Scope Our business in the PRC
Scenarios used: Physical Risk:

— IPCC Sixth Assessment Report IPCC Shared Socioeconomic Pathways (“"SSP")
5-8.5 (High Emissions Scenario) , IPCC SSP1-2.6 (Low Emissions Scenario)

Transition Risk:

—  NGFS Current Policies Scenario (High Emissions Scenario), NGFS Net Zero 2050
Scenario (Low Emissions Scenario)

Rationale:

—  The scenarios developed take reference from IPCC (physical risks) and NGFS
(transition risks)

—  The sources selected provide time frames that align with our strategic planning
time horizon and aligns with Paris Agreement

—  The scenarios chosen will help the company assess the level of exposure from
physical and transition risks, and support our future strategic planning

Time horizon Short-term (2030); Medium-term (2040); Long-term (2050)

Assumptions — Analysis conducted in 2025, expect asset locations to remain materially the same
over the time horizon

—  Mitigation measures will remain the same
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Parameter Description

Trend High Emissions Scenario:
—  Emissions continue to increase in line with current business-as-usual pathway

—  Current regulatory framework remains in place, with government or state
intervention on climate change maintaining its current levels

—  Likely increased severity and frequency of climate change related weather events
—  Demand for electricity and fuel remain relatively consistent with current levels
Low Emissions Scenario:

—  Global decarbonisation trajectory in line with achieving the Paris Agreement
which sets a target to limit globally warming to well below 2°C and ideally 1.5°C
by 2100

—  Current regulatory framework would effectively continue with additional
emissions reduction measures implemented by government to achieve the
global 1.5°C target

—  Reduced likelihood of severe climate change related weather events

— Policy support for EVs and the substitution of gas is driving an increase
in consumption, with this growth being partially offset by energy savings
from improved energy efficiency and consumer investments in distributed
photovoltaic systems

—  Fuel prices will rise more drastically, largely driven by aggressive carbon policy

Climate-Related Physical Risks

Physical risks are risks derived from chronic risks resulting from long-term climate pattern shifts or acute risks from
extreme climate events. The frequency, severity and impacts of these risks vary over different time frames and
geographical locations. Revenue and operating cost would be decreased and increased, respectively, by factors
such as business disruption from extreme weather events, additional insurance and human resources costs due to
extreme weather and direct asset damage to different extend under different scenarios. We consider the overall
risk level by physical risks are low.

Climate-Related Transition Risks

Transition risks and opportunities are associated with the shift toward a low-carbon economy and the regulatory,
market, and technological changes that accompany this transition. Transition risk is likely to be significant in the
context of transitioning to a low-carbon economy, as such transition involves substantial changes in policies and
market, as well as technological advancements that are likely to incur significant cost to businesses and societies.
Operating cost would be increased by factors such as rising energy cost, rising cost of service and direct carbon
cost exposure to different extend under different scenarios. We consider the overall risk level by transition risks are
moderate especially from medium to long term under low emissions scenario as significant climate-related policies
and regulations are likely to be introduced.

|\
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Metrics and Targets

In line with our ESG strategy and the Paris Agreement’s goal in limiting warming to 1.5°C above pre-industrial
levels, we have set ambitious decarbonization targets to reduce various environmental KPls by 3% in terms of
intensity within our reporting scope by 2030 (compared to a 2025 baseline). To gauge the progress of our net-zero
ambition, we closely monitor key metrics, including Scope 1, 2, and 3 GHG emissions, and regularly review our
transition plan and targets. We have been tracking Scope 1 and 2 metrics in our operation and start to enhance our
disclosure on Scope 3 metrics in 2025 to accelerate our decarbonization efforts. We collaborate closely with all our
business units to secure resources for implementing carbon reduction measures, including energy optimization,
sustainable resource utilization, and community collaboration for positive impacts. We acknowledge the dynamic
nature of the external environment and the necessity of regularly reviewing our targets and baselines to effectively
track our progress and capitalize on the opportunities for transition. We will adopt key performance indicators
aligned with the 1.5°C pathway for different business units and introduce financial proxies internally to quantify
impacts in financed emissions. Our ESG working group will also evaluate the Group's sustainability performance
and progress made against sustainability targets on an annual basis and assesses whether any revision is required.

Regarding climate-related metrics, assets especially all items under category of “Property, plant and equipment”,
“Investment properties’ and “Inventories’ in the consolidated statements of financial position are materially
exposed to extreme weather conditions (physical risks). Besides, “Inventories” in the consolidated statements
of financial position is materially exposed to shifts in customer preferences for our products in which subject to
impairment resulting from decrease in our product price (transition risks).

Our Board expect that amount of capital expenditure, financing or investment deployed towards climate-related
risks and opportunities are not significant in light of our measures taken to address climate-related risk. Please

refer to the paragraphs headed “Strategy and risk management” for details.

To monitor performance across critical areas of our operation to achieve net zero goal, we track several
environmental metrics to evaluate its impact. These metrics encompass operational aspects related to:

° Energy (measured in kWh)
° GHG emissions across Scope 1 and Scope 2 (measured in tons of CO.e)

The table below shows an overview of the Group's environmental targets:

Baseline Year 2030 target

Energy consumption intensity 2025 -3%
GHG emission (Scope 1 & 2) intensity 2025 -3%
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APPENDIX | OVERVIEW OF KEY PERFORMANCE INDICATORS

1. Environmental Aspects (note 1)

No. of KPIs KPIs Unit 2025 2024
A1.1 Emissions Sulphur Dioxide kg 0.06 0.05
Nitrogen Oxides kg 2.99 2.60
Particulate Matter kg 0.22 0.19
A1.2 Greenhouse Scope 1 Direct emissions  Tons of CO,e 9.97 9.44
gas emissions(ote 2 Scope 2 Indirect emissions  Tons of CO,e 162.18 143.63
(location-based)
Scope 3 Other Indirect Tons of COe 24.00 Nil
emissions
Total Tons of COe 196.15 153.07
Intensity Tons of CO.e/ 0.039 0.031
square meters

A1.4 Non-hazardous Total non-hazardous Tons 30.55 32.50

waste(note 3) waste
Intensity Tons/square meters 0.0061 0.0065
A2.1 Energy Unleaded petrol kWh 36,342.62 33,774.00
consumption Purchased electricity kWh 265,832.00 235,423.00
Total kWh 302.174.62  269,197.00
Intensity kWh/square meters 60.33 53.75
A2.2 Water Total water consumption Cubic meters 1,932.00 1,734.00
consumption(ete 4 Intensity Cubic meters/ 0.39 0.35

square meters
Notes:

1 The calculation of environmental KPls are with reference to “A Corporate Accounting and Reporting Standard” from The GHG
Protocol and the “How to prepare an ESG Report — Appendix 2: Reporting Guidance on Environmental KPIs” issued by the HKEx.

2 Our measurement approach to measure greenhouse gas emissions is by operational control due to the ability to take full ownership
of all GHG gas emissions we can directly influence and reduce.

3. During the Year and corresponding period in 2024, as the Group's non-hazardous waste data collection system is still being
improved, it only includes the non-hazardous waste data generated by the Group’s headquarter offices. We will continue to
optimise the relevant data statistics of other operating points and include relevant disclosures in the report in due course.

4. During the Year and corresponding period in 2024, as the Group leases different office areas for operation, water supply and power
supply are controlled by the building’s management office and some related management offices are unable to provide water and
electricity consumption data to individual tenant. Therefore, the water and electricity consumption data only cover 3 operating
points respectively (2024: 2 operating points for water and electricity consumption data).
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2025
Scope 3 (tons of CO,e
Category (note 5) Description Methodology emission)
3. Fuel-and energyrelated Emissions related to the Emissions in this category are spend- 4.86
activities production of fuels based calculation using fuel and
and energy purchased electricity data consumed from our
and consumed by us operation and applying third-party
(including transmission provided emission factors

and distribution losses)

5. Waste generated in Emissions from disposal  Emissions in this category are calculated 15.20
operations and treatment of waste using a waste-type specific method
generated by our (whereby the waste data generated
operation in operation are broken down by

waste types and waste treatment
methods) and applying third-party
provided emission factors

6. Business travel (note 6) Emissions from Emissionsin this category are calculated 3.94
transportation (mainly by using a spend-based method that
flight) of our employees determines carbon emissions based
for business related on spending on each mode of
activities business travel and applying third-

party provided emission factors

Total Scope 3 Other indirect emissions 24.00
Notes:
5. Scope 3 emissions were calculated based on emission factors from UK Government GHG Conversion Factors for Company Reporting
2024.
6. Such KPIs only includes the record of business travel by air of senior management of the Group during the Year.

Feiyang International Holdings Group Limited / Annual Report 2025 75




ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

2. Social Aspects

No. of KPIs KPlIs Unit 2025 2024
B1.1 Total number of By gender
employees Male person 89 85
Female person 194 189
By employment type
Full-time person 253 251
Part-time person 30 23
By age group
30 or below person 149 139
31-40 person 90 98
41-50 person 33 29
51 or above person 11 8
By geographical region
PRC person 283 274
B1.2 Employee turnover  Turnover rate by gender
rate Male % 40 62
Female % 47 66
Turnover rate by age group
30 or below % 67 100
31-40 % 29 19
41-50 % 6 14
57 or above % Nil 13
By geographical region
PRC % 45 65
B2.1 Number and rate of Number of work-related fatalities person Nil Nil
work-related fatalities  Rate of work-related fatalities % Nil Nil
B2.2 Number of working  Number of working days lost due day Nil Nil
days lost due to work to work injury
injury
k L]
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No. of KPIs KPIs Unit 2025
B3.1 Percentage of Percentage of trained employees % 96
trained employees By gender
Male % 96
Female % 96
By employment category
Part-time % 100
Normal % 95
Middle % 96
Senior % 100
B3.2 Average training Average training hours completed  hour 20.33
hours completed per per employee
employee By gender
Male hour 20.88
Female hour 20.08
By employment category
Part-time hour 3.00
Normal hour 22.56
Middle hour 17.22
Senior hour 28.62
B5.1 Number of Number of suppliers by
suppliers geographical region
PRC supplier 316
B6.2 Number of Number of complaints about case 66
complaints about service received

products and services

B7.1 Legal cases in Number of legal cases in relationto  case Nil
relation to corruption corruption filed and concluded
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APPENDIX Il ENVIRONMENTAL , SOCIAL AND GOVERNANCE REPORTING
GUIDE CONTENT INDEX

Subject areas, aspects, general disclosures and KPls Section

A. Environmental

Aspect A1: Emissions

General Disclosure Our Commitment to the Environment

KPI A1.1 The types of emissions and respective Appendix | Overview of Key Performance
emissions data. Indicators

KPI' A1.3 Total hazardous waste produced and, where | The Group's business does not involve
appropriate, intensity. hazardous waste.

KPI A1.4 Total non-hazardous waste produced and, Appendix | Overview of Key Performance
where appropriate, intensity. Indicators

KPI A1.5 Description of emission targets set and Climate-related disclosures: Metrics and
steps taken to achieve them. targets

KPI'A1.6 Description of how hazardous and non- Our Commitment to the Environment

hazardous wastes are handled, and a
description of reduction targets set and
steps taken to achieve them.

Aspect A2: Use of Resources

General Disclosure Our Commitment to the Environment
KPI' A2.1 Direct and indirect energy consumption by Appendix | Overview of Key Performance
type in total. Indicators
KPI' A2.2 Water consumption in total and intensity. Appendix | Overview of Key Performance
Indicators
KPI A2.3 Description of energy use efficiency and a Our Commitment to the Environment

description of targets set and steps taken to
achieve them.

.
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Subject areas, aspects, general disclosures and KPIs Section

products and, if applicable, with reference
to per unit produced.

KPI A2.4 Description of whether there is any issue in Our Commitment to the Environment
sourcing water that is fit for purpose, water
efficiency and a description of targets set
and steps taken to achieve them.

KPI'A2.5 Total packaging material used for finished The Group's business does not involve

packaging materials.

Aspect A3: The Environmental and Natural Resources

General Disclosure

Our Commitment to the Environment

KPI A3.1 Description of the significant impacts of Our Commitment to the Environment
activities on the environment and natural
resources and the actions taken to manage
them.

B. Social

Employment and Labour Practices

Aspect B1: Employment

General Disclosure

Our Commitment to the Staff

group and geographical region.

KPIB1.1 Total workforce by gender, employment Appendix | Overview of Key Performance
type, age group and geographical region. Indicators
KPI B1.2 Employee turnover rate by gender, age Appendix | Overview of Key Performance

Indicators

Aspect B2: Health an

d safety

General Disclosure

Our Commitment to the Staff — Health
and Safety

safety measures adopted, how they are
implemented and monitored.

KPI B2.1 Number and rate of work-related fatalities Appendix | Overview of Key Performance
occurred in each of the past three years Indicators
including the reporting year.
KPI B2.2 Lost days due to work injury. Appendix | Overview of Key Performance
Indicators
KPI B2.3 Description of occupational health and Our Commitment to the Staff — Health

and Safety
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Subject areas, aspects, general disclosures and KPIs Section

Aspect B3: Development and Training

General Disclosure Our Commitment to the Staff —
Development and Training
KPI'B3.1 The percentage of employee trained by Appendix | Overview of Key Performance
gender and employee category. Indicators
KPI B3.2 The average training hours completed Appendix | Overview of Key Performance
per employee by gender and employee Indicators
category.

Aspect B4: Labour Standards

General Disclosure Our Commitment to the Staff —
Prevention of Child and Forced Labour

KPI B4.1 Description of measures to review Our Commitment to the Staff —
employment practices to avoid child and Prevention of Child and Forced Labour
forced labour.

KPI B4.2 Description of steps taken to eliminate such | Our Commitment to the Staff —
practices when discovered. Prevention of Child and Forced Labour

Operating Practices

Aspect B5: Supply Chain Management

General Disclosure Supplier Management
KPI B5.1 Number of suppliers by region. Appendix | Overview of Key Performance
Indicators
KPI B5.2 Description of practices relating to engaging | Supplier Management

supplies, number of supplies where the
practices are being implemented, how they
are implemented and monitored.

KPI B5.3 Description of practices used to identify Supplier Management
environmental and social risks along the
supply chain, and how they are implemented
and monitored .

KPI B5.4 Description of practices used to promote Supplier Management
environmentally preferable products and
services when selecting suppliers, how they
are implemented and monitored.
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Subject areas, aspects, general disclosures and KPIs Section

Aspect B6: Product Responsibility

General Disclosure Our Commitment to the Public
KPI B&.1 Percentage of total products sold or Our Commitment to the Public —
shipped subject to recalls for safety and Business Process

health reasons.

KPI B6.2 Number of products and service related Appendix | Overview of Key Performance
complaints received and how they are dealt | Indicators
with.

KPI B6.3 Description and practices relating to Our Commitment to the Public —
observing and protecting intellectual Observing and Protecting Intellectual
property rights. Property Rights

KPI B6.4 Description of quality assurance process and | Our Commitment to the Public —
recall procedures . Business Process

KPI B6.5 Description of customer data protection and | Our Commitment to the Public —

privacy policies, how they are implemented | Protection of Consumer Information
and monitored.

Aspect B7: Anti-corruption

General Disclosure Our Commitment to the Staff — Anti-
corruption
KPI'B7.1 Number of concluded legal cases regarding | Appendix | Overview of Key Performance

corrupt practices brought against the issuer | Indicators
or its employees during the reporting period
and the outcomes of the case.

KPI B7.2 Description of preventive measures and Our Commitment to the Staff — Anti-
whistle-blowing procedures, how they are corruption
implemented and monitored.

KPI B7.3 Description of anti-corruption training Our Commitment to the Staff — Anti-
provided to directors and staff. corruption

Aspect B8: Community Investment

General Disclosure Our Commitment to Community
KPI B8.1 Focus areas of contribution (e.g. education, | In light of our result of materiality
environmental concerns, labour needs, assessment, such KPls is considered as
health, culture, sport). not material and thus not disclosed.
KPI B8.2 Resources contributed (e.g. money or time) | In light of our result of materiality
to the focus area. assessment, such KPls is considered as

not material and thus not disclosed.
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Climate-related disclosures

Reference
paragraph

Governance

Description

Section

19

An issuer shall disclose information about:

(a)

the governance body(s) (which can include a board, committee
or equivalent body charged with governance) or individual(s)
responsible for oversight of climate-related risks and opportunities.
Specifically, the issuer shall identify that body(s) or individual(s) and
disclose information about:

(i)

(if)

(iif)

how the body(s) or individual(s) determines whether
appropriate skills and competencies are available or will be
developed to oversee strategies designed to respond to
climate related risks and opportunities;

how and how often the body(s) or individual(s) is informed
about climate related risks and opportunities;

how the body(s) or individual(s) takes into account climate-
related risks and opportunities when overseeing the issuer's
strategy, its decisions on major transactions, and its risk
management processes and related policies, including
whether the body(s) or individual(s) has considered trade-offs
associated with those risks and opportunities;

how the body(s) or individual(s) oversees the setting of, and
monitors progress towards, targets related to climate-related
risks and opportunities, including whether and how related
performance metrics are included in remuneration policies ;

and

management’s role in the governance processes, controls and
procedures used to monitor, manage and oversee climate-related
risks and opportunities, including information about:

(i)

whether the role is delegated to a specific management-level
position or management level committee and how oversight
is exercised over that position or committee; and

whether management uses controls and procedures
to support the oversight of climate-related risks and
opportunities and, if so, how these controls and procedures
are integrated with other internal functions.

Sustainability Governance

Climate-Related Disclosures —
Governance
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Reference

paragraph Description Section

Strategy

20 An issuer shall disclose information to enable an understanding of climate-related risks and opportunities
that could reasonably be expected to affect the issuer’s cash flows, its access to finance or cost of capital
over the short, medium or long term. Specifically, the issuer shall:

(@) describe climate-related risks and opportunities that could | Climate-Related Disclosures —
reasonably be expected to affect the issuer's cash flows, its access | Strategy and Risk management
to finance or cost of capital over the short, medium or long term;

. . . . . . W i ial

(b) explain, for each climate-related risk the issuer has identified, £ consider no mate.r?a

. . . . . climate-related opportunities
whether the issuer considers the risk to be a climate-related physical .
) . o was noted for our operation.
risk or climate-related transition risk;

(c)  specify, for each climate-related risk and opportunity the issuer has
identified, over which time horizons — short, medium or long term
— the effects of each climate-related risk and opportunity could
reasonably be expected to occur; and

(d)  explain how the issuer defines ‘short term’, ‘medium term’ and ‘long
term’ and how these definitions are linked to the planning horizons
used by the issuer for strategic decision-making.

21 An issuer shall disclose information that enables an understanding of the current and anticipated effects of

climate-related risks and opportunities on the issuer’s business model and value chain. Specifically, the issuer
shall disclose:

(a)

a description of the current and anticipated effects of climate-
related risks and opportunities on the issuer's business model and
value chain; and

Climate-Related Disclosures —
Strategy and Risk management

a description of where in the issuer’s business model and value
chain climate-related risks and opportunities are concentrated (for
example, geographical areas, facilities and types of assets).

We consider our business
model and value chain climate-
related risks and opportunities
are not concentrated.
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Reference

paragraph Description Section

22 An issuer shall disclose information that enables an understanding of the effects of climate-related risks and
opportunities on its strategy and decision-making. Specifically, the issuer shall disclose:

(@) information about how the issuer has responded to, and plans to | Climate-Related Disclosures —
respond to, climate related risks and opportunities in its strategy | Strategy and Risk management
and decision-making, including how the issuer plans to achieve
any climate-related targets it has set and any targets it is required | We are currently assessing the
to meet by law or regulation. Specifically, the issuer shall disclose | formation of transition plan for
information about: future disclosures.

(i) current and anticipated changes to the issuer’s business
model, including its resource allocation, to address climate-
related risks and opportunities;

(i) current and anticipated adaptation and mitigation efforts
(whether direct or indirect);

(i) any climate-related transition plan the issuer has (including
information about key assumptions used in developing its
transition plan, and dependencies on which the issuer’s
transition plan relies), or an appropriate negative statement
where the issuer does not have a climate-related transition
plan; and

(iv)  how the issuer plans to achieve any climate related targets
(including any greenhouse gas emissions targets (if any)),
described in accordance with paragraphs 37 to 40; and

(b) information about how the issuer is resourcing, and plans to | Climate-Related Disclosures —
resource, the activities disclosed in accordance with paragraph | Strategy and Risk management
22(a).

23 An issuer shall disclose information about the progress of plans disclosed | Climate-Related Disclosures —
in previous reporting periods in accordance with paragraph 22(a). Metrics and Targets
24 An issuer shall disclose qualitative and quantitative information about:

(@) how climate-related risks and opportunities have affected its | No material effect caused
financial position, financial performance and cash flows for the | by climate-related risks and
reporting period; and opportunities during 2025 was

noted.

(b)  the climate-related risks and opportunities identified in paragraph | None noted
24(a) for which there is a significant risk of a material adjustment
within the next annual reporting period to the carrying amounts of
assets and liabilities reported in the related financial statements.

| N
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Reference

paragraph

Description

Section

25

The issuer shall provide qualitative and quantitative disclosures about:

(a)

how the issuer expects its financial position to change over the
short, medium and long term, given its strategy to manage climate-
related risks and opportunities, taking into consideration:

(i) itsinvestment and disposal plans; and

(i) its planned sources of funding to implement its strategy; and

(b)

how the issuer expects its financial performance and cash flows to
change over the short, medium and long term, given its strategy to
manage climate-related risks and opportunities.

Climate-Related Disclosures —
Strategy and Risk management

26

An issuer shall disclose information that enables an understanding of the resilience of the issuer’s strategy
and business model to climate-related changes, developments and uncertainties, taking into consideration
the issuer’s identified climate-related risks and opportunities. An issuer shall use climate related
scenario analysis to assess its climate resilience using an approach that is commensurate with an issuer’s
circumstances. In providing quantitative information, the issuer may disclose a single amount or a range.

Specifically, the issuer shall disclose:

(a)

the issuer’s assessment of its climate resilience as at the reporting
date, which shall enable an understanding of:

(i)  the implications, if any, of the issuer’s assessment for its
strategy and business model, including how the issuer would
need to respond to the effects identified in the climate-
related scenario analysis;

(i) the significant areas of uncertainty considered in the issuer’s
assessment of its climate resilience; and

(i) the issuer's capacity to adjust, or adapt its strategy and
business model to climate change over the short, medium or
long term;

Climate-Related Disclosures —
Strategy and Risk management

how and when the climate-related scenario analysis was carried out,
including:

(i) information about the inputs used, including:

(1) which climate-related scenarios the issuer used for the
analysis and the sources of such scenarios;

(20 whether the analysis included a diverse range of
climate-related scenarios;

(3)  whether the climate-related scenarios used for the
analysis are associated with climate-related transition
risks or climate related physical risks;

(4)  whether the issuer used, among its scenarios, a climate-
related scenario aligned with the latest international
agreement on climate change;

Climate-Related Disclosures —
Strategy and Risk management
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Reference
paragraph Description Section
(5)  why the issuer decided that its chosen climate-related
scenarios are relevant to assessing its resilience to
climate-related changes, developments or uncertainties;
(6)  time horizons the issuer used in the analysis; and
(7)  what scope of operations the issuer used in the analysis
(for example, the operation, locations and business
units used in the analysis);

(i) the key assumptions the issuer made in the analysis; and

(i) the reporting period in which the climate related scenario
analysis was carried out.

Risk management
27 An issuer shall disclose information about:

(@) the processes and related policies it uses to identify, assess, | Climate-Related Disclosures —
prioritise and monitor climate related risks, including information | Strategy and Risk management
about:

(i)  the inputs and parameters the issuer uses (for example,
information about data sources and the scope of operations
covered in the processes);

(i) whether and how the issuer uses climate related scenario
analysis to inform its identification of climate-related risks;

(i) how the issuer assesses the nature, likelihood and magnitude
of the effects of those risks (for example, whether the issuer
considers qualitative factors, quantitative thresholds or other
criteria);

(iv)  whether and how the issuer prioritises climate-related risks
relative to other types of risks;

(vi)  whether and how the issuer has changed the processes it uses
compared with the previous reporting period;

(b) the processes the issuer uses to identify, assess, prioritise and
monitor climate-related opportunities (including information about
whether and how the issuer uses climate-related scenario analysis to
inform its identification of climate-related opportunities); and

(c) the extent to which, and how, the processes for identifying,
assessing, prioritising and monitoring climate-related risks and
opportunities are integrated into and inform the issuer's overall risk
management process.

| N
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Reference

paragraph

Description

Metrics and targets

Section

28 An issuer shall disclose its absolute gross greenhouse gas emissions generated during the reporting period,
expressed as metric tons of CO2 equivalent, classified as:
(@)  Scope 1 greenhouse gas emissions; Appendix | Overview of Key
(b)  Scope 2 greenhouse gas emissions; and Performance Indicators
(c)  Scope 3 greenhouse gas emissions.

29 An issuer shall:

(a)

measure its greenhouse gas emissions in accordance with the
Greenhouse Gas Protocol: A Corporate Accounting and Reporting
Standard (2004) unless required by a jurisdictional authority or
another exchange on which the issuer is listed to use a different
method for measuring greenhouse gas emissions;

disclose the approach it uses to measure its greenhouse gas
emissions including:

(i) the measurement approach, inputs and assumptions the
issuer uses to measure its greenhouse gas emissions;

(i) the reason why the issuer has chosen the measurement
approach, inputs and assumptions it uses to measure its
greenhouse gas emissions; and

(i) any changes the issuer made to the measurement approach,
inputs and assumptions during the reporting period and the
reasons for those changes;

for Scope 2 greenhouse gas emissions disclosed in accordance with
paragraph 28(b), disclose its location-based Scope 2 greenhouse
gas emissions, and provide information about any contractual
instruments that is necessary to enable an understanding of the
issuer's Scope 2 greenhouse gas emissions; and

Appendix | Overview of Key
Performance Indicators

for Scope 3 greenhouse gas emissions disclosed in accordance with
paragraph 28(c), disclose the categories included within the issuer’s
measure of Scope 3 greenhouse gas emissions, in accordance with
the Scope 3 categories described in the Greenhouse Gas Protocol
Corporate Value Chain (Scope 3) Accounting and Reporting
Standard (2011).

Our Commitment to the
Environment and Appendix |
Overview of Key Performance
Indicators
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Reference

paragraph

Description

Section

30 An issuer shall disclose the amount and percentage of assets or business | Climate-Related Disclosures —
activities vulnerable to climate related transition risks. Metrics and Targets

31 An issuer shall disclose the amount and percentage of assets or business | Climate-Related Disclosures —
activities vulnerable to climate related physical risks. Metrics and Targets

32 An issuer shall disclose the amount and percentage of assets or business | We are currently assessing such
activities aligned with climate related opportunities. impact for future disclosures.

33 An issuer shall disclose the amount of capital expenditure, financing or | Climate-Related Disclosures —
investment deployed towards climate-related risks and opportunities. Metrics and Targets

34 An issuer shall disclose:

(@)  an explanation of whether and how the issuer is applying a carbon | We are currently exploring the
price in decision-making (for example, investment decisions, transfer | potential of adoption in the
pricing, and scenario analysis); and coming years.

(b) the price of each metric tonne of greenhouse gas emissions the
issuer uses to assess the costs of its greenhouse gas emissions; or
an appropriate negative statement that the issuer does not apply a
carbon price in decision making.

35 An issuer shall disclose whether and how climate-related considerations | We are currently not factoring
are factored into remuneration policy, or an appropriate negative | climate-related considerations
statement. This may form part of the disclosure under paragraph 19(a)(iv). | into executive remuneration

and will explore the potential
of adoption in the coming
years.

36 An issuer is encouraged to disclose industry based metrics that are | We are currently assessing such
associated with one or more particular business models, activities or | impact for future disclosures.
other common features that characterise participation in an industry. In
determining the industry-based metrics that the issuer discloses, an issuer
is encouraged to refer to and consider the applicability of the industry-
based metrics associated with disclosure topics described in the IFRS S2
Industry-based Guidance on implementing Climate-related Disclosures
and other industry based disclosure requirements prescribed under other
international ESG reporting frameworks.

37 An issuer shall disclose (a) the qualitative and quantitative climate-related targets the issuer has set to
monitor progress towards achieving its strategic goals; and (b) any targets the issuer is required to meet by
law or regulation, including any greenhouse gas emissions targets. For each target, the issuer shall disclose:
(@)  the metric used to set the target; Climate-Related Disclosures —

S e . Metrics and Tar:

(b) the objective of the target (for example, mitigation, adaptation or s Ee NI
conformance with science-based initiatives);

(c) the part of the issuer to which the target applies (for example,
whether the target applies to the issuer in its entirety or only a part
of the issuer, such as a specific business unit or geographic region);

| N
e ® o
'\ [ °
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Reference

paragraph Description Section
(d) the period over which the target applies;

(e)  the base period from which progress is measured,

() milestones or interim targets (if any);

(g) if the target is quantitative, whether the target is an absolute target
or an intensity target; and

() how the latest international agreement on climate change, including
jurisdictional commitments that arise from that agreement, has
informed the target.

38 An issuer shall disclose information about its approach to setting and reviewing each target, and how it
monitors progress against each target, including:

(@)  whether the target and the methodology for setting the target has | Our target and methodology
been validated by a third party; are currently not validated by
a third party and will explore
(b)  the issuer's processes for reviewing the target; the potential of adoption in the
coming years.
(c)  the metrics used to monitor progress towards reaching the target;
and Climate-Related Disclosures —
Metrics and Targets
(d)  any revisions to the target and an explanation for those revisions.

39 An issuer shall disclose information about its performance against each | Climate-Related Disclosures —
climate-related target and an analysis of trends or changes in the issuer's | Metrics and Targets
performance.

40 For each greenhouse gas emissions target disclosed in accordance with paragraphs 37 to 39, an issuer shall

disclose:

(@)  which greenhouse gases are covered by the target;

Climate-Related Disclosures —
Metrics and Targets

(b)  whether Scope 1, Scope 2 or Scope 3 greenhouse gas emissions are
covered by the target;

Climate-Related Disclosures —
Metrics and Targets

(c)  whether the target is a gross greenhouse gas emissions target or
a net greenhouse gas emissions target. If the issuer discloses a
net greenhouse gas emissions target, the issuer is also required to
separately disclose its associated gross greenhouse gas emissions
target;

We consider our target is a
gross GHG target.

(d)  whether the target was derived using a sectoral decarbonisation
approach; and

Our targets are not
derived using a sectoral
decarbonisation approach.
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Reference

paragraph Description Section
(e)  the issuer's planned use of carbon credits to offset greenhouse | The Group is committed

gas emissions to achieve any net greenhouse gas emissions target. | to optimising our energy

In explaining its planned use of carbon credits, the issuer shall | efficiency and climate

disclose: resilience.

(i)  the extent to which, and how, achieving any net ) .
greenhouse gas emissions target relies on the use of We wil .keep assessing .the
carbon credits; necessity gf .purchasmg

carbon credits in the future.

(i) which third-party scheme(s) will verify or certify the carbon
credits;

(i) the type of carbon credit, including whether the underlying
offset will be nature-based or based on technological carbon
removals, and whether the underlying offset is achieved
through carbon reduction or removal; and

(iv)  any other factors necessary to enable an understanding of the
credibility and integrity of the carbon credits the issuer plans
to use (for example, assumptions regarding the permanence
of the carbon offset).

41 In preparing disclosures to meet the requirements in paragraphs 21 to | We are currently assessing such
26 and 37 to 38, an issuer shall () refer to and consider the applicability | impact for future disclosures.
of cross industry metrics (see paragraphs 28 to 35) and (i) industry-based
metrics (see paragraph 36).
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The Directors present their report and the audited financial statements of the Group for the Year.

GLOBAL OFFERING

The Company was incorporated in the Cayman Islands on 18 October 2018 as an exempted limited liability
company. The Company issued 125,000,000 ordinary shares with nominal value of HK$0.01 each (the “Shares”
and each a “Share") through global offering at the offer price of HK$1.05 per Share. The Shares were listed on the
Main Board of the Stock Exchange on 28 June 2019.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. The principal activities of the subsidiaries of the
Company comprise (i) the design, development and sales of outbound, domestic and surrounding travel package
tours; (i) the design, development and sales of FIT products; (iii) the provision of other ancillary travel-related
products and services; (iv) the sales of health products; (v) provision of information system development products
and services; and (vi) the provision of finance lease services.

BUSINESS REVIEW

Further discussion and analysis of the activities as required by Schedule 5 to the Hong Kong Companies
Ordinance, including a description of the principal risks and uncertainties facing the Group and an indication of
likely future development in the Group's business, can be found in the Chairman’s Statement and Management
Discussion and Analysis set out on pages 4 to 24 of this annual report. This discussion forms part of this directors’
report.

ENVIRONMENTAL POLICIES AND COMPLIANCE WITH LAWS AND
REGULATIONS

The Group is committed to conducting its business in an environmentally conscious manner and minimising the
adverse effects caused by its operations on the environment. The Group continues to make endeavours in saving
energy and reducing unnecessary waste by adopting various green measures in its workplace. Such measures
include using of energy-efficient light tubes, encouraging use of recycle papers and both sides of papers for
printing and copying and keeping office temperature at reasonable level. The Group will review the environmental
policy from time to time and will consider implementing further environmentally friendly measures and practices in
the operation of the Group's business.

The Board paid attention to the Group's policies and practices in compliance with all significant legal and
regulatory requirements essential to its business operations. The Group would seek professional advice from its
external legal advisers and consultants to ensure transactions and business to be performed by the Group are in
compliance with applicable environmental policies, laws and regulations. During the Year, as far as the Company
is aware, it has complied in all material respects of the laws or regulations that have a significant impact on the
Group's business and operation.

A report on the environmental, social and governance aspects prepared in accordance with Appendix C2 to the
Listing Rules is set out in pages 44 to 90 of this report.
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KEY RELATIONSHIPS WITH THE GROUP’'S EMPLOYEES, CUSTOMERS,
SUPPLIERS AND OTHER STAKEHOLDERS

The Group believes that employees are instrumental to the success of the Group and that their industry knowledge
and understanding of the market will enable the Group to maintain the competitiveness in the market. The Group
has developed a desirable working environment and provided a variety of benefits and career development to
its employees. Share options may also be granted for the purpose of providing incentives and rewards to eligible
participants who contributed to the success of the Group's operations.

The Group also recognises that maintaining a good and stable relationship with its existing and potential
customers, suppliers and other stakeholders are the keys to the sustainable development of the Group.
Accordingly, the management has kept good communication with its suppliers and customers in order to monitor
the credit quality of the customers and to make timely adjustments to its operating strategies to conform to
the market trends. In addition, the Group places effort to build up and maintain good relationships with various
commercial banks and financial institutions as the businesses of the Group are capital intensive in nature and
require on-going funding to maintain continuous growth.

RESULTS AND DIVIDENDS

The Group's loss for the Year and the Group’s financial position at 31 December 2025 are set out in the
consolidated financial statements on pages 119 to 124.

The Directors did not recommend the payment of any dividend for the Year (2024: Nil).

SUMMARY FINANCIAL INFORMATION

A summary of the results and of the assets and liabilities of the Group for the last five financial years is set out on
page 212 of this annual report. This summary does not form part of the audited financial statements.

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

Neither the Company nor any of its subsidiaries purchased, sold or redeemed any of the Company’s listed
securities (including sale of treasury shares, if any) during the Year. The Company did not have any treasury shares
as defined under the Listing Rules as at 31 December 2025.

PROPERTY, PLANT AND EQUIPMENT

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

SHARE CAPITAL

Details of movements in the Company’s share capital during the Year are set out in note 30 to the consolidated
financial statements.
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RESERVES

Details of the movements in the reserves of the Group and the Company during the Year are set out in the
consolidated statement of changes in equity and note 41 to the consolidated financial statements, respectively.
As at 31 December 2025, the reserves of the Company available for distribution, as calculated in accordance with
statutory provisions applicable in the Cayman Islands was approximately RMB24.9 million (2024: RMB23.7 million).

MAJOR CUSTOMERS AND SUPPLIERS

During the Year, sales to the Group’s five largest customers accounted for less than 30% of the total sales for the
Year and purchases from the Group's five largest suppliers accounted for less than 30% of the total purchases for
the Year.

None of the Directors or any of their associates or any shareholders (which, to the best knowledge of the Directors,
own more than 5% of the Company’s share capital) had any beneficial interest in the Group's five largest customers
or suppliers.

DIRECTORS

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

Executive Directors

Mr. He Binfeng (Chairman and joint chief executive officer)

Mr. Li Jieming (joint chief executive officer) (appointed on 29 August 2025)
Mr. Xiong Di

Mr. Huang Yu

Mr. Yan Haiguo (appointed on 23 December 2025)

Ms. Chen Huiling

Mr. Wu Bin (resigned on 23 December 2025)

Non-executive Director

Mr. Shen Yang (resigned on 29 August 2025)

Independent Non-executive Directors

Mr. Li Huamin
Ms. Zhao Caihong
Ms. Yuan Shaoying

The biographical details of the Directors are set out in “Biographical Details of Directors and Senior Management”
in this report.

In accordance with Articles of Association, Mr. Li Jieming, Mr. Huang Yu, Mr. Yan Haiguo, Ms. Chen Huiling
and Ms. Zhao Caihong shall retire by rotation and, being eligible, will offer themselves for re-election at the

forthcoming annual general meeting.

The Company has received annual confirmation of independence from each of the independent non-executive
Directors. As at the date of this annual report, they are considered to be independent.
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CONTRACT OF SIGNIFICANCE

Save as disclosed in this annual report, no contracts of significance in relation to the Group's business in which the
Company, any of its subsidiaries or fellow subsidiaries, or its controlling shareholders, was a party and in which a
Director had a material interest, whether directly or indirectly, subsisted during or at the end of the Year.

DIRECTORS’ SERVICE CONTRACTS

Each of the executive Directors has entered into a service contract with the Company for a fixed term of three
years which is subject to termination by either party giving not less than three months’ written notice. Each of the
non-executive Director and the independent non-executive Directors has entered into a letter of appointment with
the Company for a term of three years from the date of the Listing, terminated by either party giving not less than
three months’ written notice.

No Director proposed for re-election at the forthcoming annual general meeting has a service contract with the
Company which is not determinable within one year without payment of compensation, other than statutory
compensation.

DIRECTORS' REMUNERATION

The Directors’ fees are subject to authority to be granted by the shareholders at general meetings. Other
emoluments are determined by the Board with reference to Directors’ duties, responsibilities and performance
and the results of the Group.

PERMITTED INDEMNITY PROVISION

The Company has arranged for appropriate insurance covering the liabilities of its Directors and officers in respect
of legal actions that may be brought against them. The Company has maintained appropriate insurance cover for
the Directors and officers throughout the Year and are currently in force.

DIRECTORS AND CONTROLLING SHAREHOLDERS’ INTERESTS IN
TRANSACTIONS, ARRANGEMENTS OR CONTRACTS

Save as disclosed in this annual report, no Director, controlling shareholders nor a connected entity of a Director
had a material interest, either directly or indirectly, in any transactions, arrangements or contracts of significance
to the business of the Group to which the holding company of the Company, or any of the Company’s subsidiaries
was a party during the Year.

MANAGEMENT CONTRACTS

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

TAX RELIEF AND EXEMPTION

The Company is not aware of any tax relief and exemption available to the shareholders of the Company by reason
of their holding of the Company's securities.
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DIRECTORS’ AND CHIEF EXECUTIVE'S INTERESTS AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND 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 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
by the Company under Section 352 of the SFO, or as otherwise notified to the Company and the Stock Exchange
pursuant to the Model Code, were as follows:

(a) Long Positions in Ordinary Shares of the Company

Interests in Shares of the Company

Approximate
Number of  percentage

Shares held/ of
Name of Director Nature of interest and capacity interested shareholding
Mr. He Binfeng (Note 1) Beneficial owner; interest of spouse; 328,954,700 32.9482%
interest in controlled corporation
Mr. Li Jieming (Note 2) Beneficial owner 14,375,248 1.4398%
Mr. Yan Haiguo (Note 3) Beneficial owner; interest of spouse 15,870,000 1.5895%
Notes:

(1) Mr. He Binfeng (i) directly owns 10,436,000 Shares or approximately 1.0453% of the issued share capital of the Company; (i) directly
owns 100% of each of HHR Group Holdings Limited (“HHR Group"”), Michael Group Holdings Limited (“Michael Group”), KVN
Holdings Limited ("KVN Holdings”) and DY Holdings Limited (“DY Holdings"), which in aggregate holds 288,654,700 Shares or
approximately 28.9117% of the issued share capital of the Company; and (iii) is deemed to own 29,864,000 Shares or approximately
2.9912% of the issued share capital of the Company owned by Ms. Qian Jie, spouse of Mr. He Binfeng.

(2) Mr. Li Jieming directly owns 14,375,248 Shares or approximately 1.4398% of the issued capital of the Company.
3) Mr. Yan Haiguo (i) directly owns 13,588,000 Shares or approximately 1.3610% of the issued capital of the Company; and (ii) is

deemed to own 2,282,000 Shares or approximately 0.2285% of the issued capital of the Company owned by Ms. Bao Wenli, spouse
of Mr. Yan Haiguo.
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(b) Long Positions in the Associated Corporations of the Company

Approximate

Name of Number of  percentage of

Name of associated Nature of shares held/  shareholding/
Director corporation interest and capacity interested  equity interest
Mr. He Binfeng Feiyang International ~ Beneficial owner; interest in controlled 44,440,000 95.2830%

(Notes 1 and 2) corporation; interest of spouse
Zhejiang Feiyang Interest in controlled corporation; interest - 95.2830%
Lianchuang Travel of spouse (Note 2)

Co., Ltd. ("Feiyang
Lianchuang”)

Ningbo Qihang Interest in controlled corporation; interest - 95.2830%
of spouse (Note 2)

Zhejiang Feiyang Interest in controlled corporation; interest - 95.2830%
Commercial of spouse (Note 2)

Management Co.,
Ltd. ("Feiyang
Commercial”)

Notes:

(1) Feiyang International is directly owned as to 17.9245% by Mr. He Binfeng, 1.8848% by Ms. Qian Jie and 75.4717% by Ningbo
Feiyang Business Management Company Limited (“Feiyang Management”), which is in turn held as to 91.7328% by Mr. He Binfeng
and 8.2672% by Ms. Qian Jie. Ms. Qian Jie is spouse of Mr. He Binfeng.

(2)  Each of Feiyang Lianchuang, Feiyang Commercial and Ningbo Qihang is a limited liability company established in the PRC and a
wholly-owned subsidiary of Feiyang International.

Save as disclosed above, as at 31 December 2025, none of the Directors nor chief executive of the Company had
registered an interest or short position in the Shares, underlying shares or debentures of the Company or any of
its associated corporations (within the meaning of Part XV of the SFO) which had been recorded in the register
kept by the Company pursuant to Section 352 of the SFO or as otherwise notified to the Company and the Stock
Exchange pursuant to the Model Code.
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DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR DEBENTURES

Save as disclosed in the paragraph headed “Directors’ and Chief Executive's Interests and Short Positions in
Shares, Underlying Shares and Debentures” above and in the paragraph headed “Share Option Scheme” above,
at no time during the Year were rights to acquire benefits by means of the acquisition of shares in or debentures
of the Company granted to any Director or their respective spouses or minor children, or were any such rights
exercised by them; or was the Company, its holding company, or any of its subsidiaries or fellow subsidiaries a
party to any arrangement to enable the Directors to acquire such rights in any other body corporate.

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

So far as is known to the Directors and the chief executive of the Company, as at 31 December 2025, the following
persons (other than a Director or chief executive of the Company) had, or were deemed to have, interests or short
positions in the Shares or underlying shares of the Company which would fall to be disclosed to the Company and
the Stock Exchange under the provisions of Divisions 2 and 3 of Part XV of the SFO:

Long Positions in Ordinary Shares of the Company:

Long Position in the Shares

Approximate
Number of Shares percentage of
Name of Substantial Shareholder Nature of interest and capacity held/interested shareholding
Mr. He Binfeng (Notes 1 and 2) Beneficial owner; interest of spouse; 328,954,700 32.9482%
interest in controlled corporation
Ms. Qian Jie (Note 3) Interest of spouse; interest in 328,954,700 32.9482%
controlled corporation
HHR Group (Note 1) Beneficial owner, interest held 328,954,700 32.9482%
jointly with another person
Michael Group Beneficial owner, interest held 328,954,700 32.9482%
(Notes 1) jointly with another person
KVN Holdings (Note 1) Beneficial owner, interest held 328,954,700 32.9482%
jointly with another person
DY Holdings (Note 1) Beneficial owner, interest held 328,954,700 32.9482%
jointly with another person
QJ Holdings Limited Beneficial owner, interest held 328,954,700 32.9482%
("QJ Holdings") (Note 2) jointly with another person
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Notes:

(] Mr. He Binfeng (i) directly owns 10,436,000 Shares or approximately 1.0453% of the issued share capital of the Company; (ii) directly
owns 100% of each of HHR Group, Michael Group, KVN Holdings and DY Holdings, which in aggregate holds 288,654,700 Shares or
approximately 28.9117% of the issued share capital of the Company; and (jii) is deemed to own 29,864,000 Shares or approximately 2.9912%
of the issued share capital of the Company owned by Ms. Qian Jie, spouse of Mr. He Binfeng.

2) Ms. Qian Jie (i) directly owns 100% of QJ Holdings, which holds 29,864,000 Shares or approximately 2.9912% of the issued share capital of
the Company; and (ii) is deemed to own 299,090,700 Shares or approximately 29.9570% of the issued share capital of the Company owned
by Mr. He Binfeng, spouse of Ms. Qian Jie.

As at 31 December 2025, so far as is known to the Directors, other than the Company, no other persons were
interested in 10% or more of any class of share capital carrying rights to vote in all circumstances at general
meetings of any of the subsidiaries.

Save as disclosed above, as at 31 December 2025, the Company had not been notified by any persons (other
than Directors or chief executive of the Company) who had interests or short positions in the Shares or underlying
shares of the Company which would fall to be disclosed to the Company under the provisions of Divisions 2 and 3
of Part XV of the SFO, or which were recorded in the register required to be kept by the Company under Section
336 of the SFO.

SHARE OPTION SCHEME

The Company'’s share option scheme (the “Share Option Scheme”), which was approved and adopted by the
shareholders of the Company by way of written resolution passed on 11 June 2019, was terminated on 14 July
2025, upon the adoption of the New Share Option Scheme. The New Share Option Scheme enables the Company
to grant options to the Directors, the directors of the Group's subsidiaries and employees of any member of
the Group and any other persons (including consultants or advisers) (the “Eligible Participant”) as incentives or
rewards for their contributions to the Group. The Board, at its absolution discretion and subject to the terms of the
Scheme, shall be entitled, at any time within ten years commencing from the date the New Share Option Scheme
was adopted, to make an offer for the grant of an option to any Eligible Participant.

Upon acceptance of an option to subscribe for shares granted pursuant to the Scheme (the “Option”), the Eligible
Participant shall pay HK$1.00 to the Company by way of consideration for the grant. The Option will be offered for
acceptance for a period of 21 days from the date on which the Option is granted. The subscription price for the
shares subject to Options will be a price determined by the Board and notified to each participant and shall be the
highest of: (i) the closing price of the shares as stated in the Stock Exchange's daily quotations sheet on the date of
grant of the Option, which must be a day on which trading of shares take place on the Stock Exchange (the “Trading
Day"); (i) the average closing price of the shares as stated in the Stock Exchange'’s daily quotations sheets for the
five Trading Days immediately preceding the date of grant of the Options; and (iii) the nominal value of a Share on
the date of grant, provided that in the event that any Option is proposed to be granted within a period of less than
five Trading Dates, the new issue price of the Shares shall be used as the closing price for any business day falling
within the period before listing of the Shares on the Stock Exchange.
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The details of movement in the Options granted during the Year are as follows:

Closing
price of

the Shares
immediately
before

the date

Exercise  Date of

At At price of  grant of

1 January 31 December Exercise period share  share of grant of
Expired 2025 of share options  options  options  share options
HK$ HK$

Name or category
of participant 2025

Granted Exercised Forfeited

Under the Share Option Scheme

Directors, chief executive,
substantial shareholders and/or
their respective associates

Huang Yu 6,400,000 - - - - 6,400,000 8 October 2024 to 0.1 8October 0.1
10 June 2029 2024
Employees (other than
Directors)
In aggregate 43,600,000 - - - - 43,600,000 8 October 2024 to 0.1 8October 0.1
10 June 2029 2024
Under the New Share Option
Scheme
Employees
In aggregate - 83,200,000 - - - 83,200,000 25 July 2025 to 0236 25July 0.233
24 July 2030 2025
Total 50,000,000 83,200,000 - - - 133,200,000
Notes:
1. The grantees shall have to meet the performance target set by the Company with reference to the current circumstances of the Group (the

“Performance Target”). The Board will determine whether the grantees meet the individual Performance Target.

2. The Share Options shall be vested on the day of fulfillment of the Performance Target by the grantees to be appraised and confirmed
by the Board. For further details on the Performance Target, please refer to the announcements of the Company dated 8 October 2024,
21 November 2024 and 25 July 2025.

3. These fair values were calculated using the Binomial model. The inputs into the model were as follows:

Share options

Share options

granted on granted on

25 July 2025 8 October 2024

Weighted average share price HK$0.233 HK$0.098
Exercise price HK$0.236 HK$0.1
Expected volatility 67.04% 63.46%
Expected life 5.00 4.67
Risk-free rate 2.41% 2.884%
Expected dividend yield 0.00% 0.00%

The fair value of the share options granted was estimated using the Binomial Option Pricing Model, of which the Group recognised share
option expenses of RMB2,436,000 (31 December 2024: RMB771,000) during the Year. The fair value of an option varies with different variables
of certain subjective assumptions. Any change to the variables used may materially affect the estimation of the fair value of an option.

Share options which are cancelled/lapsed/forfeited prior to their exercise date will be removed from the Company’s register of outstanding
share options. When the share options are forfeited after the vesting date or are still not exercised at the expiry date, the amount previously
recognised in the share option reserve will be transferred to retained profits/accumulated losses as a movement in reserves.

Save as disclosed above, to the best knowledge, information and belief of the Directors, having made all reasonable enquiries, (i) none
of the other grantees is a Director, chief executive or substantial shareholder of the Company, or any of their respective associates
(as defined in the Listing Rules) of any of them; (i) none of the grantees is a participant with share options granted and to be granted
exceeding the 1% individual limit under the Listing Rules; or (i) none of the grantees is a related entity participant or a service provider
(as defined under the Listing Rules) of the Company. As at the date of this report, the grant of the share options will not result in the share
options granted and to be granted to each of the grantees in the 12-month period up to and including the date of grant exceeding 1% of
the Shares in issue.
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There were no options available for grant according to the existing scheme mandate limit under the Share Option
Scheme as at 1 January 2025 and under the New Share Option Scheme as at 31 December 2025. During the
Year, no option has been exercised, lapsed or cancelled. At the date of this report, the Company had utilised all
of the existing scheme mandate limit under the New Share Option Scheme and had 50,000,000 share options
outstanding under the Share Option Scheme and 83,200,000 share options outstanding under the New Share
Option Scheme, which in aggregate represented approximately 13.34% of the issued Shares in issue as at the
date of this report. Further details of the Share Option Scheme are set out in Appendix V to the Prospectus and
the announcements of the Company dated 8 October 2024 and 21 November 2024 and further details of the New
Share Option Scheme are set out in the circular of the Company dated 16 June 2025 and the announcement of the
Company dated 25 July 2025.

The Company shall be entitled to issue options, provided that the total number of shares which may be issued
upon exercise of all Options to be granted under the New Share Option Scheme does not exceed 10% of the
shares in issue from the date of the Listing. The Company may at any time refresh such limit, subject to the
shareholders’ approval and issue of a circular in compliance with the Listing Rules. An Option may be exercised
in accordance with the terms of the New Share Option Scheme at any time during a period as the Board may
determine which shall not exceed ten years from the date of grant subject to the provisions of early termination
thereof.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Articles of Association of the Company or the laws of
Cayman Islands.

EQUITY-LINKED AGREEMENTS

During the Year, save for the Share Option Scheme and the New Share Option Scheme, the Company did not
enter into any equity-linked agreements in respect of shares of the Company.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code as set out in Appendix C3 to the Listing Rules as its own code of
conduct regarding securities transactions by the Directors. All Directors have confirmed, following specific enquiry
by the Company, that they have complied with the required standard set out in the Model Code during the Year.

DEED OF NON-COMPETITION

As disclosed in the Prospectus, the controlling shareholders of the Company (“Controlling Shareholders”)
entered into a deed of non-competition in favour of the Company on 11 June 2019 (for itself and as trustee for its
subsidiaries) (the “"Deed of Non-Competition”). Each of the Controlling Shareholders confirmed to the Company
that they have compiled with the Deed of Non-Competition during the Year.

Pursuant to the Deed of Non-Competition, each of the Controlling Shareholders has irrevocably and
unconditionally undertaken to the Company (for itself and as trustee for its subsidiaries) that, subject to certain
exceptions, during the period that the Deed of Non-Competition remain effective, each of the Controlling
Shareholders shall not, and shall procure that their associates (other than any members of the Group) not to,
directly or indirectly, carry on, participate in, be engaged, be interested directly or indirectly, either for their own
account or in conjunction with or on behalf of or for any other person in any business in competition with or likely
to be in competition with the existing business activity of any member of the Group.

Our independent non-executive Directors have reviewed the declarations made by the Controlling Shareholders

regarding the compliance of the Deed of Non-Competition and were satisfied that the terms of the Deed of Non-
Competition had been duly complied with and enforced during the Year.
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COMPETING INTERESTS

During the Year, so far as the Directors are aware, none of the Directors, the Controlling Shareholders and
substantial shareholders of the Company, and their respective close associates (as defined under the Listing Rules)
had held any position or had interest in any businesses or companies that were materially competing or might
materially compete with the business of the Group, or gave rise to any concern regarding conflict of interest.

COMPLIANCE WITH THE CONTRACTUAL ARRANGEMENTS

During the Year, the Group has complied with the contractual arrangements as disclosed in the section headed
“Contractual Arrangements” in the Prospectus (the “Contractual Arrangements”) and the Foreign Investment
Law of the PRC ( {FZE AR ZLFMBINGILE L) ) (“FIL") and its accompanying explanatory notes. The Group will
continue to monitor the latest development of the FIL and its accompanying explanatory notes and provide timely
updates of the latest regulatory development.

During the Year, there is no material change regarding the Structured Contracts and the Contractual
Arrangements.

According to the Provisions on the Administration of Foreign-funded Telecommunications Enterprises (2016
Revision) ( (HMERE BEEBIEHTE (2016 {&7])) ), foreign investors are not allowed to hold more than 50%
of the equity interests in a company providing value-added telecommunications services. In addition, a foreign
investor who invests in a value-added telecommunications business in the PRC must possess prior experience in
operating value-added telecommunications businesses and a proven track record of business operations overseas
(the "Qualification Requirements”).

Efforts and Actions Undertaken to Comply with the Qualification Requirements

Despite the lack of clear guidance or interpretation on the Qualification Requirements, the Group has committed
and will continue to commit financial and other resources and implement all necessary steps to meet the
Qualification Requirements, for instance:

(i)  Feiyang HK Group Limited ("Feiyang HK") was incorporated in Hong Kong in November 2018 for the
purposes of establishing and expanding the Group's operations in Hong Kong;

(i) the Group has applied for the registration of a number of trademarks in Hong Kong and have successfully
registered a number of them;

(iiiy Feiyang HK has applied for a number of domain names and intend to set up a website primarily for
introducing and promoting our business in Hong Kong;

(iv) the Group has been conducting market research on the tourism industry in Hong Kong and liaising with
various advisers for establishment of travel agency operations in Hong Kong ; and

(v} Feiyang HK obtained the Travel Agents Licence in Hong Kong in August 2023 for the purposes of
establishing the Group's travel agency operations in Hong Kong.
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SIGNIFICANT INVESTMENTS, MATERIAL ACQUISITIONS AND DISPOSALS OF
SUBSIDIARIES, ASSOCIATES AND JOINT VENTURES, AND FUTURE PLANS
FOR MATERIAL INVESTMENTS OR CAPITAL ASSETS

Save as disclosed in the Management Discussion and Analysis section as set out on pages 6 to 24 of this annual
report, as at 31 December 2025, the Group did not hold any significant investment that accounted for more than
5% of the Group's total assets as at 31 December 2025, and there were no other significant investments, material
acquisitions and disposals by the Company during the Year, nor there was any other future plans for material
investments or additions of capital assets at the date of this report.

RELATED PARTY TRANSACTIONS

Details of the related party transactions undertaken by the Group during the Year are set out in note 37 to the
consolidated financial statements in this annual report. None of such related party transactions constitutes
connected transaction which is subject to the reporting, annual review, announcement, circular and/or
shareholders’ approval requirements under Chapter 14A of the Listing Rules. It is confirmed that the Company has
complied with the disclosure requirements in accordance with Chapter 14A of the Listing Rules.

CONNECTED TRANSACTIONS

During the Year and up to the date of this annual report, the Company and the Group had the following
continuing connected transactions:

Continuing connected transactions
Contractual Arrangements
Reasons for using the Contractual Arrangements

Due to regulatory prohibitions on foreign ownership in the outbound travel business and the domestic passenger
air ticketing services from air ticketing business and restrictions on foreign ownership in the international passenger
air ticketing services from air ticketing business in the PRC, the principal business carried out by Zhejiang Feiyang
International Travel Group Co., Ltd., Zhejiang Feiyang Lianchuang Travel Co., Ltd., Ningbo Qihang Airplane
Ticketing Co., Ltd. and Zhejiang Feiyang Commercial Management Co., Ltd. (the “PRC Operating Entities”) was
prohibited or restricted from foreign ownership. The wholly-owned subsidiary of the Company, Ningbo Feiyang
Commercial Management Co., Ltd. (“"WFOE"), has entered into a series of structured contracts (the “Structured
Contracts”) with the PRC Operating Entities and their respective equity holders (hereafter the equity holders
of the PRC Operating Entities referred to the “Registered Shareholders”). The Structured Contracts enable
the WFOE to exercise effective control over the PRC Operating Entities and obtain substantially all economic
benefits of the PRC Operating Entities. Accordingly, the Company regards the PRC Operating Entities as indirect
subsidiaries and the PRC Operating Entities are consolidated into the financial statements of the Company. The
Group does not have any equity interests in the PRC Operating Entities.

A description of the business activities of the PRC Operating Entities and their significance to the Group are set
out in note 1 to the financial statements.

The Board considers that the PRC Operating Entities are significant to the Group as they hold a majority of assets
that are important to the operation of our business, including operating permits and licences.

| N
o~
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Summary of the major terms of the Contractual Arrangements

With respect to each of the Structured Contracts, the WFOE, Feiyang International and the Relevant Shareholders
(namely Mr. He Binfeng, Ms. Qian Jie, Mr. Wu Bin, Mr. Chen Xiadong, Mr. Li Da, Ms. Qiu Zheng and Feiyang
Management) and their spouse (where applicable) have entered into a set of the following underlying agreements:

Exclusive Consulting Service Agreement (B #4 5 BR 7% 17 7%);
i. Intellectual Property Licence Agreement (X138 = B AERT 7] 1 7%);
ii. Exclusive Option Agreement (= i B # ##:%);
iv.  Share Pledge Agreement (%15 & 1 157%);
v.  Shareholders’ Rights Entrustment Agreement (A% SR #EF|Z 7L 1#35%); and

vi.  Spousal Undertakings (B2 4R & X).

Exclusive Consulting Service Agreement

The WFOE entered into the exclusive consulting service agreement with Feiyang International on 18 January
2019, pursuant to which Feiyang International agreed to engage the WFOE as its exclusive provider of technical
and management consulting and other related services requested by the PRC Operating Entities from time to
time to the extent permitted under PRC laws in exchange for service fees (the “"Exclusive Consulting Service
Agreement”).

The consultation and services provided by the WFOE include but not limited to:

o assisting with contemplating the management model and business plan;

o assisting with the enterprise standardisation, construction of the management system, and integration of the
business modules;

o assisting with the establishment of a perfected business process management;

o providing management and consulting services on daily operations, finances, investments, assets, claims and
debts, human resources, internal information, and other conventional management and advisory services in
the industry;

o providing views and advice on the assets and business operations;

o providing views and advice on the negotiation, execution, and performance of material contracts;

o providing views and advice on the merger and acquisition or other expansion plans;

o assisting with developing marketing plans;

o conducting specialised research and investigations on the industry and the market;

o implementing employee training programs to improve professional skills; and

e  other services reasonably requested by the PRC Operating Entities, in conformity with industry practices.

Feiyang International Holdings Group Limited / Annual Report 2025 103



REPORT OF THE DIRECTORS

The service fee under the Exclusive Consulting Service Agreement shall consist of 100% of the profits before tax
of Feiyang International, after deducting relevant costs and reasonable expenses, and the WFOE has the right to
adjust the service fee at any time based on the services provided to Feiyang International.

Feiyang International shall entrust the above services to the WFOE on an exclusive basis, which means that not
only does Feiyang International agree to accept the above services provided by the WFOE, it also agrees that,
during the term of the Exclusive Consulting Service Agreement, without prior written consent of the WFOE,
Feiyang International shall not and shall procure its subsidiaries and joint ventures not to accept professional
consultancy and services provided by any third party, that are identical or similar to the services contemplated in
the Exclusive Consulting Service Agreement so as to wholly or partially invalidate the rights and obligations of
the WFOE to provide services to Feiyang International in accordance with the terms of the Exclusive Consulting
Service Agreement.

The Exclusive Consulting Service Agreement shall be effective upon the completion of executing all of the
Contractual Arrangements, and shall remain irrevocable ever after, until both parties terminate the Exclusive
Consulting Service Agreement in writing or the shares or all the assets of Feiyang International have been legally
and effectively transferred to the WFOE and/or its designees. Notwithstanding the above, the WFOE has the
right to terminate the Exclusive Consulting Service Agreement at any time by issuing a 30 days’ notice in writing,
and the WFOE shall not be liable for any defaults for unilaterally terminating the Exclusive Consulting Service
Agreement.

Intellectual Property Licence Agreement

The WFOE and Feiyang International entered into an exclusive intellectual property rights licensing agreement on
18 January 2019 (the “Intellectual Property Licence Agreement”), pursuant to which, in exchange for a royalty
fee, the WFOE agreed to licence to Feiyang International certain intellectual property rights owned by the WFOE
from time to time (the “Relevant IP Rights”).

Feiyang International shall obtain the licence of the Relevant IP Rights from the WFOE on an exclusive basis, which
means that not only does Feiyang International agree to licence the Relevant IP Rights from the WFOE, it also
agrees that, during the term of the Intellectual Property Licence Agreement, without prior written consent of the
WEFQOE, Feiyang International shall not and shall procure its subsidiaries and joint ventures not to obtain the licence
of the Relevant IP Rights from any third party.

The Intellectual Property Licence Agreement shall be effective upon the completion of execution by the legal
representatives or authorised representatives of the WFOE and Feiyang International, and shall remain effective
for a term of ten years, and shall be automatically renewed for successive terms of five years unless Feiyang
International terminate the Intellectual Property Licence Agreement by issuing a 30 days’ notice in writing prior to
the expiration of the term of the Intellectual Property Licence Agreement.
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Exclusive Option Agreement

The WFOE, Feiyang International and the Relevant Shareholders entered into an exclusive option agreement on
18 January 2019 (the “Exclusive Option Agreement”), pursuant to which the WFOE (or its designees) was granted
an irrevocable and exclusive right (the “Exclusive Option Rights”) to purchase from the Relevant Shareholders
all or any part of their equity interest in and/or assets of Feiyang International and its subsidiary(ies) for a nominal
price, unless the relevant government authorities or the PRC laws and regulations request that another amount be
used as the purchase price, in which case the purchase price shall be the lowest amount under such request. Such
agreement became effective upon its execution and the execution of other Structured Contracts (other than the
Spousal Undertakings) on 18 January 2019 and will remain effective during the continuance of the PRC Operating
Entities until (i) terminated by written notice from the parties to the agreement (pursuant to the Exclusive Option
Rights, the WOFE is granted the right to unilaterally terminate the Exclusive Option Agreement by giving at least
30 days notice to all other parties to this agreement, but the Relevant Shareholders are not entitled to unilaterally
terminate the Exclusive Option Agreement at their discretion), (i) the shareholders of Feiyang International and
its subsidiaries legally transferred all of the shares of Feiyang International and the equity of its subsidiaries to
the WFOE (or its designeel(s)), or (iii) all of the assets of Feiyang International are legally transferred to the WFOE
(or its designee(s)). According to the Exclusive Option Agreement, the Relevant Shareholders shall return any
amount of the purchase price they have received to the WFOE or its designee(s) without violating relevant PRC
laws and regulations. Upon receiving the notice issued by the WFOE (or its designees) to exercise their Exclusive
Option Rights (the “Notice”), the Relevant Shareholders and Feiyang International will take all necessary actions
to engage in and complete the approval, filing, or registration procedures with regulatory authorities without
any delay, so that the relevant equity interest in and/or assets of Feiyang International as set out in the Notice,
without any security interest attached to them, can be effectively registered under the name of the WFOE (or its
designees).

Feiyang International and the Relevant Shareholders, severally and jointly, irrevocably covenant and warrant that
they shall, among other things:

° not supplement, change, or amend the business scope and the articles of association of Feiyang
International, or increase or reduce the registered capital of Feiyang International, or otherwise change the
structure of the registered capital of Feiyang International, without prior written consent of the WFOE;

o maintain the standing of Feiyang International, operate its business and handle its affairs prudently and
effectively, in accordance with good financial and commercial standards and practice, and shall not cause the
liquidation, close of business, termination or dissolution of Feiyang International;

° not sell, transfer, gift, mortgage, or otherwise dispose of, create any encumbrance over or procure the
management of Feiyang International to sell, transfer, gift, mortgage, or otherwise dispose of, create any
encumbrance over the legitimate interest or beneficial interest of any assets, business, or incomes of Feiyang
International and its subsidiaries at any time since the date of this Exclusive Option Agreement, without prior
written consent of the WFOE;

o not terminate or procure the management of Feiyang International to terminate any of the agreements under
the Contractual Arrangements executed by Feiyang International, or sign any agreements in conflict with the
existing Contractual Arrangements;

o not incur or allow the incurrence of any debts to Feiyang International, unless (i) the debts are incurred in
normal or ordinary course of business; or (ii) the debts have been disclosed to and consented in writing by
the WFOE;
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operate Feiyang International in the ordinary course of business so as to maintain asset value of Feiyang
International, and shall not carry out any action or omission which may affect the operational situation or
asset value of Feiyang International;

not cause Feiyang International to enter into any material contracts with the amount exceeding RMB
million without prior written consent of the WFOE, except for contracts entered into in the normal course of
business);

not provide any loan or guarantee to any person without prior written consent of the WFOE;

at the request of the WFOE, provide, among others, all information on the labour, operation, compliance
and financial conditions of Feiyang International;

not procure or consent to the spin-off of Feiyang International, or the merger, the association with or the
acquisition of/by any entity, or the investment into any entity by Feiyang International without the written
consent of the WFOE;

if requested by the WFOE, purchase and maintain insurance over the assets and business of Feiyang
International from an insurance carrier acceptable to the WFOE, at an amount and type of coverage typical
for companies carrying on similar businesses;

immediately notify the WFOE of the occurrence or possible occurrence of any litigation, arbitration or
administrative proceedings relating to the assets, business and revenue of Feiyang International, and take all
necessary measures in accordance with the reasonable request of the WFOE;

for the purpose of safeguarding Feiyang International of its rights over its assets, execute all necessary or
appropriate documents, take all necessary or appropriate actions and file all necessary or appropriate claims
or raise necessary and appropriate defenses against all claims;

acknowledge, in the event that Feiyang International or any of its shareholders fails to fulfill his/her/its tax
obligations under applicable laws, leading to an impediment on the exercise of the Exclusive Option Rights
by the WFOE, the WFOE has the right to request Feiyang International or the Relevant Shareholders to
fulfill such tax obligation, or request Feiyang International or the Relevant Shareholders to pay such amount
of tax to the WFOE such that the WFOE shall pay such amount on behalf of Feiyang International or its
shareholders;

not, without prior written consent of the WFOE, in any manner distribute bonuses, dividends, distributable
interests, and/or any other income arising from any assets or shares held by the Relevant Shareholders.
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The Relevant Shareholders, severally and jointly, irrevocably covenant and warrant that, without prior written
consent of the WFOE, they shall, among other things:

o not transfer, pledge, or otherwise dispose of, or allow any encumbrance to be placed on the legitimate or
beneficial interest of any equity interest of Feiyang International held by them, except the pledge set on the
equity interest of Feiyang International in accordance with the Share Pledge Agreement;

o not vote in favour of or support or execute any shareholder resolutions on meetings of shareholders to
approve to sell, transfer, pledge, or otherwise dispose of the legitimate or beneficial interest of any share
or asset, or to allow any encumbrance (except the encumbrance made to the WFOE or its designees) to be
placed on it;

e without the prior written consent of the WFOE, not vote or support or execute any resolutions at the general
meeting of Feiyang International to approve for the merger, association or acquisition with any individual,
or the investment to any individual, or the separation or alteration in the registered capital or formation of
Feiyang International;

e when the WFOE exercises the exclusive right to purchase, instruct Feiyang International to convene a general
meeting in a timely manner to vote for the transfer of the shares or the assets as stipulated in accordance
with the Exclusive Option Agreement at the meeting;

*  immediately notify the WFOE of any litigation, arbitration or administrative proceedings relating to the shares
or assets of Feiyang International owned by them that have occurred or are likely to occur;

o not appoint or replace any director, supervisor, or management of Feiyang International that ought to be
appointed by the Relevant Shareholders, and shall immediately appoint or employ personnel designated by
the WFOE as directors and senior management of Feiyang International upon the request of the WFOE;

e procure Feiyang International not to distribute dividends, bonus, distributable profits and/or any assets and
other proceeds from the shares held by the shareholders of Feiyang International in any form without the
prior written consent of the WFOE; and

e strictly abide by the provisions of this Exclusive Option Agreement and other agreements jointly or separately
signed by the parties and earnestly perform the obligations under the agreements, and shall not carry out
any actions and in actions that may affect the validity and enforceability of such agreements.

Should the event of default (as provided in the Exclusive Option Agreement) by Feiyang International or the
Relevant Shareholders occur, unless rectified or remedial measures have been taken within a reasonable period
or within 10 days after the WFOE requests ratification in writing, the WFOE shall have the right to terminate the
Exclusive Option Agreement and require Feiyang International or the Relevant Shareholders to compensate for
the damages.
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Share Pledge Agreement

The WFOE and the Relevant Shareholders entered into a share pledge agreement on 18 January 2019 (the “Share
Pledge Agreement”), pursuant to which the Relevant Shareholders agreed to pledge all of their respective equity
interest in Feiyang International to guarantee the performance of the obligation of, and the representations,
undertakings, and warrants provided by, Feiyang International and the Relevant Shareholders under the
Contractual Arrangements.

The pledge under the Share Pledge Agreement shall take effect upon the completion of registration with the
relevant administration for industry and commerce and shall remain valid until the Share Pledge Agreement and
other agreements under the Contractual Arrangements have been cancelled or terminated.

Should the event of default (as provided in the Share Pledge Agreement) by Feiyang International or the Relevant
Shareholders occur, unless rectified or remedial measures have been taken within a reasonable period or within 10
days after the WFOE requests ratification in writing, the WFOE shall have the right to terminate the Share Pledge
Agreement and require Feiyang International or the Relevant Shareholders to compensate for the damages.

We have completed registrations of the share pledge of Feiyang International as contemplated under the Share
Pledge Agreement on 23 January 2019 with Ningbo Municipal Administration of Market Supervision (2 % &
BEEER).

Shareholders’ Rights Entrustment Agreement

The WFOE and the Relevant Shareholders entered into the Shareholders’ Rights Entrustment Agreement on 18
January 2019 pursuant to which the Relevant Shareholders irrevocably authorised the WFOE or its designated
personnel to exercise their shareholders’ rights in Feiyang International, including but not limited to, attending
shareholders’ meetings and exercising voting rights. The WFOE is authorised to exercise any of the shareholders’
rights without consulting or obtaining the consent of the Relevant Shareholders. Furthermore, the WFOE is
entitled to authorise other individuals to exercise the shareholder’s rights within the scope authorised by the
Relevant Shareholders.

The Shareholders’ Rights Entrustment Agreement became effective upon execution and shall remain effective
until (a) acquisition by the WFOE of the entire equity interests or assets of Feiyang International; (b) terminated
unilaterally by the WFOE in writing; or (c) the Relevant Shareholders transferred all their respective shares in
Feiyang International to the WFOE.

Pursuant to the Shareholders’ Rights Entrustment Agreement, the WFOE, Feiyang International and the Relevant
Shareholders entered into a power of attorney on 18 January 2019 (the “Power of Attorney"), pursuant to which
the Relevant Shareholders unconditionally and irrevocably appoint the WFOE or its designees as their attorney-
in-fact to exercise, pursuant to the instructions of the WFOE, all the rights that they have as the shareholders of
Feiyang International as set out in the then-valid articles of association of Feiyang International, including but not
limited to:

o proposing to convene and attend the general meeting of shareholders, executing meeting minutes and
resolutions, exercising voting rights on all matters that need to be discussed and resolved in the general
meeting of shareholders (including but not limited to the appointment, election, or removal of the directors,
supervisors, and senior management of Feiyang International) of Feiyang International, and executing any
documents that need to be executed by the shareholders of the Feiyang International and submitting any
document to the company registration authority for filing purposes;

o resolving on the disposals of the assets of Feiyang International;
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o resolving on the dissolution and liquidation of Feiyang International, and forming a liquidation group to
legally exercise the rights of powers of the liquidation group during the liquidation period in accordance with
the law, including but not limited to resolving on disposals of the assets of Feiyang International;

e deciding to transfer or otherwise dispose of the shares Feiyang International held by the Relevant
Shareholders; and

e other shareholders’ rights stipulated by applicable PRC laws and regulations (including the amendments,
modifications, supplements, and re-enactments, whether entering into force before or after the execution of
the Power of Attorney) and the articles of association (as amended) of Feiyang International.

The Relevant Shareholders undertake that they will not revoke the appointment of the WFOE and its designees as
their attorney-in-fact, and there are no potential conflicts of interests in relation to such appointment.

The Power of Attorney shall be effective upon execution, and shall remain effective within the effective date of the
Shareholders’ Rights Entrustment Agreement.

Spousal Undertakings

The spouse of each of the Relevant Shareholders other than Ms. Qiu, where applicable, and the spouse of Ms. Qiu
has signed an undertaking (collectively, the “Spousal Undertakings”) on 18 January 2019 and 21 January 2019,
respectively, to the effect that, among others, (i) the shares of Feiyang International held and to be held by each
of the Relevant Shareholders do not fall within the scope of communal properties, and (i) he or she waives any
rights or interests that may be granted to him or her under the applicable laws of any jurisdictions, and he or she
undertakes not to claim such rights or interests.

The spouse of each of the Relevant Shareholders, where applicable, has also consented to the entering into
the Exclusive Option Agreement, the Exclusive Consulting Service Agreement, the Intellectual Property Licence
Agreement, the Share Pledge Agreement and the Shareholders’ Rights Entrustment Agreement.

Further details of the Structured Contracts are disclosed in the section headed “Contractual Arrangements” in
the Prospectus and the Company’s website. During the Year, there was no material change in the Contractual
Arrangements and/or the circumstances under which they were adopted, and none of the Contractual
Arrangements has been unwound as none of the restrictions that led to the adoption of Contractual Arrangements
has been removed.

Revenue and Assets in relation to the Contractual Arrangement

During the Year, revenue attributable to the PRC Operating Entities (before any inter-company eliminations) was
approximately RMB781 million. The total asset and net liabilities attributable to the PRC Operating Entities (before
any inter-company eliminations) as at 31 December 2025 was approximately RMB752 million and RMB776 million,
respectively.
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The risks associated with the Contractual Arrangements and actions taken by the Company to mitigate the risks

There are certain risks that are associated with the Contractual Arrangements, including:

substantial uncertainties exist with respect to the interpretation and implementation of the Foreign
Investment Law in the PRC which may impact the viability of the current corporate structure, corporate
governance and business operations;

the PRC government may determine that the Contractual Arrangements are not in compliance with
applicable PRC laws, rules, regulations or policies and may take actions against the Group's operation;

the Contractual Arrangements may not be as effective in providing control over the PRC Operating Entities
as equity ownership;

the owners of the PRC Operating Entities may have conflicts of interest with the Group, which may materially
and adversely affect the Group's business, financial condition and results of operations;

the Group may have to incur additional costs and expend substantial resources to enforce the Contractual
Arrangements, temporarily or permanently lose control over the primary operations or lose access to primary
sources of revenue, if the PRC Operating Entities or their respective ultimate shareholders fail to perform
their obligations under the Contractual Arrangements;

certain terms of the Contractual Arrangements may not be enforceable under the PRC laws;

the Contractual Arrangements may be considered by the PRC tax authorities as requiring transfer pricing
adjustments;

the Group may lose the ability to use and enjoy certain important assets, which could reduce the size of
the Group's operations, impair the ability to generate revenue and materially affect the market price of the
Shares, if any of the PRC Operating Entities becomes the subject of a bankruptcy or liquidation proceeding;
and

the Group's ability to acquire the entire equity interest and/or assets of the PRC Operating Entities is subject
to restrictions.

Further details of the risks associated with the Contractual Arrangements are set out in the section headed “Risk
factors — Risks relating to our Contractual Arrangements” in the Prospectus.
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The Group has adopted measures to ensure the effective operation of our Group's businesses with the
implementation of the Contractual Arrangements and the compliance with the Contractual Arrangements,
including:

1. major issues arising from the implementation and compliance with the Contractual Arrangements or any
regulatory enquiries from government authorities will be submitted to the Board, if necessary, for review and
discussion on an occurrence basis;

2. the Board will review the overall performance of and compliance with the Contractual Arrangements at least
once a year;

3. the Directors undertake to provide periodic updates in the annual reports regarding the latest development
of the FIL; and

4. the Company will engage external legal advisors or other professional advisors, if necessary, to assist the
Board to review the implementation of the Contractual Arrangements, review the legal compliance of
WFOE and the PRC Operating Entities to deal with specific issues or matters arising from the Contractual
Arrangements.

The independent non-executive Directors have reviewed the Contractual Arrangements set out above and have
confirmed that (i) the transactions carried out during the Year have been entered into in accordance with the
relevant provisions of the Contractual Arrangements and that the profit generated by the PRC Operating Entities
has been substantially retained by the WFOE, (ii) no dividends or other distributions have been made by the
PRC Operating Entities to the holders of its equity interests which are not otherwise subsequently assigned or
transferred to us, and (iii) no new contracts have been entered into, renewed or reproduced between the Group
and our PRC Operating Entities during the Year.

Pursuant to Rule 14A.55 of the Listing Rules, the Independent non-executive Directors have also reviewed the
Contractual Arrangements set out above and have confirmed that the Contractual Arrangements were entered
into (i) in the ordinary and usual course of business of the Group, (ii) on normal commercial terms, and (iii) in
accordance with the respective agreement governing them on terms that are fair and reasonable and in the
interests of the Company and its Shareholders as a whole.

CCTH CPA Limited, the Company'’s external auditor, was engaged to report on the Group's continuing connected
transactions in accordance with the Hong Kong Standard on Assurance Engagements 3000 (Revised) Assurance
Engagements Other Than Audits or Reviews of Historical Financial Information and with reference to Practice Note
740 (Revised) Auditor’s Letter on Continuing Connected Transactions under the Listing Rules issued by the Hong
Kong Institute of Certified Public Accountants. CCTH CPA Limited has issued their unqualified letter containing
their findings and conclusions in respect of the transactions disclosed above by the Group in accordance with Rule
14A.56 of the Listing Rules.

REVIEW BY AUDIT COMMITTEE

The annual results and the audited consolidated financial statements of the Group for the year ended 31
December 2025 have been reviewed by the Audit Committee. The Audit Committee is of the opinion that the
consolidated financial statements of the Group for the year ended 31 December 2025 comply with applicable
reporting standards, the Listing Rules, and that adequate disclosures have been made.
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EVENTS AFTER THE REPORTING PERIOD

Save as disclosed in this report, there was no other significant events of the Group after the reporting period.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company and within the knowledge of the Directors, at
least 25% of the Company's total number of issued shares were held by the public as at the latest practicable date
prior to the date of this annual report.

AUDITOR

On 17 November 2022, Ernst & Young resigned as auditor of the Company and CCTH CPA Limited were
appointed by the directors to fill the casual vacancy so arising. There have been no other changes of auditors in
the past three years. A resolution for the reappointment of CCTH CPA Limited as auditor of the Company will be
proposed at the forthcoming annual general meeting.

FORWARD LOOKING STATEMENTS

This report contains forward looking statements with respect to the financial conditions, results of operations
and business of the Group. These forward looking statements represent the Company’s expectations or beliefs
concerning future events and involve known and unknown risks and uncertainty that could cause actual results,
performance or events to differ materially from those expressed or implied in such statements.

APPRECIATION

The Group's continued success depends on all its staff's commitment, dedication and professionalism. The Board
would like to thank every member of staff for their diligence and dedication and to express its sincere appreciation
to our shareholders, clients and suppliers for their continuous and valuable support.

On behalf of the Board

He Binfeng
Chairman, executive Director and chief executive officer
30 March 2026
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INDEPENDENT AUDITOR’S REPORT

4 ” CCTH CPA LIMITED
REXEEEAERQE

To the shareholders of Feiyang International Holdings Group Limited
(Incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of Feiyang International Holdings Group Limited (the
“Company”) and its subsidiaries (collectively referred to as the “Group”) set out on pages 119 to 210, which
comprise the consolidated statement of financial position as at 31 December 2025, and the consolidated
statement of profit or loss and other comprehensive income, the consolidated statement of changes in equity
and the consolidated statement of cash flows for the year then ended, and notes to the consolidated financial
statements, including material accounting policy information.

In our opinion, the consolidated financial statements give a true and fair view of the consolidated financial position
of the Group as at 31 December 2025, and of its consolidated financial performance and its consolidated cash
flows for the year then ended in accordance with HKFRS Accounting Standards 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.

BASIS FOR OPINION

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

MATERIAL UNCERTAINTY RELATED TO GOING CONCERN

We draw attention to note 3.1 to the consolidated financial statements that, the Group incurred net losses
amounted to approximately RMB30,552,000 for the year ended 31 December 2025 and the Group's net current
liabilities amounted to approximately RMB703,000 as at 31 December 2025. These conditions along with the
matters forth set in note 3.1 to the consolidated financial statements, indicate that a material uncertainty exists that
may cast significant doubt on the Group's ability to continue as a going concern. Our opinion is not modified in
respect of this matter.

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional judgement, were of most significance in our audit
of the consolidated financial statements of the current period. These matters were addressed in the context of
our audit of the consolidated financial statements as a whole, and in forming our opinion thereon, and we do not
provide a separate opinion on these matters. In addition to the matter described in the “Material Uncertainty
Related to Going Concern” section, we have determined the matters described below to be the key audit matters
to be communicated in our report.
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INDEPENDENT AUDITOR’S REPORT

KEY AUDIT MATTERS (continued)

Revenue recognition

Refer to note 6 to the consolidated financial statements

Key Audit Matter

How our audit address the key audit matter

Revenue recognition is identified as a key audit
matter because of its financial significance to the
consolidated financial statements and is one of key
performance indicators of the Group. Accordingly,
there may be risks of material misstatements related
to revenue recognition.

For the year ended 31 December 2025, the
Group recognised revenue of approximately
RMB783,092,000, of which amounted to
approximately RMB386,205,000 were derived
from gross income from sales of free independent
travelers ("FIT") products business where the
Group acted as a principal and had the primary
responsibility for fulfilling the promise to provide
the specified goods to customers.

The Group determined whether itself is acting as a
principal or agent on sales of FIT products required
judgement and consideration of all relevant facts
and circumstances.

We focused on this area due to the significant
judgement involved in assessments of
management'’s determination of principal or agent
for the purpose of revenue recognition of FIT
products.

Our procedures in relation to revenue recognition for the
year ended 31 December 2025 include:

—  We obtained an understanding of and assessing the
design, implementation and operating effectiveness
of key internal controls in relating to revenue
recognition;

—  We performed test of controls and substantive testing
on revenue cycle;

—  We conducted analytical procedures on revenue;

—  We scrutinised manual journals related to revenue to
assess the timing of revenues recorded; and

— We reviewed the appropriateness of the
management's assessment concerning the
determination of the FIT products of the Group
acting as principal or an agent in each category of
transactions.
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INDEPENDENT AUDITOR’S REPORT

KEY AUDIT MATTERS (continued)

Impairment assessment of trade receivables and other receivables and recoverability of

prepayments

Refer to notes 21 and 22 to the consolidated financial statements

Key audit matter

How our audit addressed the key audit matter

The Group had trade receivables, deposits and
other receivables and prepayments with the
gross amounts of approximately RMB147,283,000,
RMB267,651,000 and RMB148,590,000 respectively
at 31 December 2025. Impairment loss on trade
receivables, deposits and other receivables and
prepayments of approximately RMB83,234,000,
RMB124,983,000 and RMBNIl respectively were
recognised as at 31 December 2025.

Management has performed impairment
assessment of the trade receivables and deposits
and other receivables based on information
including ageing of the trade receivables, past
repayment history, subsequent settlement status of
receivable balance, credit profile of the customers
and on-going trading relationship with the relevant
customers. Management also considered forward
looking information that may impact the customers’
ability to repay the outstanding balances in order
to estimate the expected credit losses for the
impairment assessment.

Management has performed assessment to
determine the recoverability of prepayments. An
impairment loss is recognised on the carrying
amount exceeds the recoverable amount, which is
the higher of fair value less costs of disposal and
value in use.

We focused on this area because the impairment
assessment of trade receivables and deposits and
other receivables under the expected credit losses
model and recoverability of prepayments involved
significant management judgments.

Our procedures in relation to management'’s impairment
assessment on trade receivables and deposits and other
receivables and recoverability of prepayments as at 31
December 2025 included:

—  We obtained an understanding of the key controls
that the Group has implemented to manage and
monitor its credit risk;

— We made enquiry of management regarding the
status of each of the significant trade receivables past
due, the Group’s on-going business relationship with
the relevant customers and past repayment history of
the customers;

—  We checked, on a sample basis, the ageing analysis
of the trade receivables as at 31 December 2025 to
the underlying financial records;

—  We assessed the subsequent settlement of trade
receivable and other receivables balances. Where
settlement had not been received subsequent to
the year end date, we obtained an understanding
of the basis of management’s judgments about the
recoverability of the outstanding receivables and
evaluate the allowance for doubtful debts made by
management for these balances;

—  We corroborated explanations from management
with supporting evidence, such as correspondence
with customers, public search of the customers’
profiles as we evaluated management’s judgments;
and

—  We assessed the appropriateness of the expected
credit loss positioning methodology, examining the
key data inputs on a sample basis to assess their
accuracy and completeness, and challenging the
assumptions, including both historical and forward
looking information, used to determine the expected
credit loss.
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INDEPENDENT AUDITOR’S REPORT

KEY AUDIT MATTERS (continued)

Impairment assessment of trade receivables and other receivables and recoverability of
prepayments(continued)

Refer to notes 21 and 22 to the consolidated financial statements (continued)

Key audit matter How our audit addressed the key audit matter

— We conducted an evaluation of management's
assessment regarding indications of impairment
and the recoverability of prepayments. We reviewed
and tested management’s key assumptions used in
determining the recoverable amount of the respective
prepayments and the Group's business development
plan.

OTHER INFORMATION

The directors of the Company are responsible for the other information. The other information comprises 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 THE DIRECTORS AND AUDIT COMMITTEE FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors are responsible for the preparation of the consolidated financial statements that give a true and fair
view in accordance with HKFRS Accounting Standards as issued by the HKICPA and the 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 assisted by the Audit Committee in discharging their responsibilities for overseeing the Group's
financial reporting process.

‘ o ®
’ e ) )
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INDEPENDENT AUDITOR’S REPORT

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. Our report is made solely to you, as a body, in accordance with our agreed terms of engagement,
and for no other purpose. We do not assume responsibility towards or accept liability to any other person for the
contents of this report.

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

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

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

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

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

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

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

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

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

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

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

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

CCTH CPA Limited
Certified Public Accountants
Hong Kong, 30 March 2026

Lee Chi Hang
Practising Certificate Number P0O1957

Unit 1510-1517, Tower 2,

Kowloon Commerce Centre,

No. 51 Kwai Cheong Road,

Kwai Chung, New Territories, Hong Kong
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS
AND OTHER COMPREHENSIVE INCOME

For the year ended 31 December 2025

2025 2024
Notes RMB’000 RMB'000
REVENUE 6 783,092 715,868
Cost of sales (732,518) (667,378)
Gross profit 50,574 48,490
Other income and gains 6 25,335 34,975
Selling and distribution expenses (32,090) (28,250)
Administrative expenses (27,026) (39,758)
Impairment losses on financial assets recognised, net (32,573) (50,423)
Other expenses (5,190) (8,794)
Share of losses of associates (387) (756)
Share of losses of joint ventures (6) -
Finance costs 8 (8,769) (9,949)
LOSS BEFORE INCOME TAX 7 (30,132) (54,465)
Income tax expenses 11 (420) (365)
LOSS FOR THE YEAR (30,552) (54,830)
OTHER COMPREHENSIVE (LOSSES)/INCOME
Item that will not be reclassified to profit or loss in subsequent periods:
Exchange differences on translation of financial statements (7,357) 22,436
OTHER COMPREHENSIVE (LOSSES)/INCOME FOR THE YEAR (7,357) 22,436
TOTAL COMPREHENSIVE LOSSES FOR THE YEAR (37,909) (32,394)
(LOSS)/PROFIT FOR THE YEAR ATTRIBUTABLE TO:
Owners of the Company (39,139) (42,046)
Non-controlling interests 8,587 (12,784)
(30,552) (54,830)
TOTAL COMPREHENSIVE (LOSSES)/INCOME ATTRIBUTABLE TO:
Owners of the Company (46,476) (19,551)
Non-controlling interests 8,567 (12,843)
(37,909) (32,394)
2025 2024
RMB cent RMB cent
LOSS PER SHARE ATTRIBUTABLE TO OWNERS OF THE COMPANY 13
Basic (4.40) (5.05)
Diluted N/A N/A
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CONSOLIDATED STATEMENT OF
FINANCIAL POSITION

At 31 December 2025

2025 2024
Notes RMB’000 RMB'000
NON-CURRENT ASSETS
Property, plant and equipment 14 5,473 29,404
Investment properties 15 6,548 6,591
Right-of-use assets 16(a) 4,181 7,814
Intangible assets 17 520 1,598
Finance lease receivables 23 - 166
Advance payments for acquisition of property,
plant and equipment - 3,704
Investments in associates 18 1,295 1,076
Investments in joint ventures 19 450 464
Prepayments, deposits and other receivables 22 30,719 18,024
49,186 68,841
CURRENT ASSETS
Inventories 20 6,626 4,543
Trade receivables 21 64,049 88,648
Prepayments, deposits and other receivables 22 260,539 195,648
Finance lease receivables 23 - 38
Amounts due from related parties 37 5,792 8,490
Financial assets at fair value through profit or loss 24 369 340
Pledged deposits 25 33,242 3,042
Cash and cash equivalents 25 37,389 36,688
408,006 337,437
CURRENT LIABILITIES
Trade payables 26 30,052 33,816
Contract liabilities, other payables and accruals 27 150,494 107,704
Interest-bearing bank and other borrowings 28 218,915 197,460
Lease liabilities 16(b) 3,054 4,543
Tax payables 6,194 7,002
408,709 350,525
NET CURRENT LIABILITIES (703) (13,088)
TOTAL ASSETS LESS CURRENT LIABILITIES 48,483 55,753
Y ;
%& /£ S °
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CONSOLIDATED STATEMENT OF
FINANCIAL POSITION

At 31 December 2025

2025 2024
Notes RMB’000 RMB'000
NON-CURRENT LIABILITIES
Lease liabilities 16(b) 2,176 4,701
2,176 4,701
NET ASSETS 46,307 51,052
EQUITY
Share capital 30 8,660 7,145
Reserves 31 35,809 51,491
Equity attributable to owners of the Company 44,469 58,636
Non-controlling interests 1,838 (7,584)
TOTAL EQUITY 46,307 51,052

The consolidated financial statements on pages 119 to 210 were approved and authorised for issue by the board
of directors on 30 March 2026 and are signed on its behalf by:

He Binfeng Xiong Di
Director Director
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CONSOLIDATED STATEMENT OF
CHANGES IN EQUITY

For the year ended 31 December 2025

Attributable to owners of the Company

Share Foreign
Statutory Share based currency Non-

Share Share Capital surplus - Accumulated award  payment  Special translation controlling

capital  premium*  reserve*  reserves* loss*  reserves*  reseve*  reserves®  reserves®  Subtotal  interests

RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB000  RMB'O00  RMB000  RMB'000  RMB'000
(note30)  (note31)  (note 31)

At 1 January 2024 7045 265334 47355 8517 (244,765) 8,001 - (25 (13919) 71416 2,760 80,176
Loss for the year - - - - (42,046) - - - - (@2046)  (12784)  (54,830)
Other comprehensive
(loss)/income for the year:
Exchange differences on
translation of financial

statements - - - - - - - 22495 22495 (59 243

Total comprehensive

(losses)/income for the year - - - - (42,046) - - - 22,495 (19551 (12,843 (32,394)
Recognition of equity settled
share based payments - - - - - - m - - m - 1

Non-controlling interest
arising from business
combination - - - - - - - - - - 2499 2499

At 31 December 2024 7045 265334 47,355 8517 (286811) 8,001 n (259) 8,579 58,636 (7,584) 51,062

Attributable to owners of the Company

Share Foreign
Statutory Share based currency Non-

Share Share  Capital  surplus Accumulated award payment  Special translation controlling

capital premium*  reserve* reserves* loss* reserves*  reserve* reserves* reserves*  Subtotal interests

RMB'000  RMB'000 RMB'000 RMB'000  RMB'000 RMB'000  RMB'000 RMB'000  RMB'000 RMB'000  RMB'000
(note 30)  (note 31)  (note 31)

At 1 January 2025 7145 265334 47,355 8517  (286,811) 8,001 m (255) 8579 58,636 (7,584) 51,052
(Loss)/profit for the year - - - - (39,139) - - - - (39139 8,587 (30,552
Other comprehensive

loss for the year:

Exchange differences on
translation of financial
statements - - - - - - - - (7.337) (7,337 (20) (7,357)

Total comprehensive

(losses)/income for the year - - - - (39139) - - - (7,337)  (46,476) 8,567  (37,909)
Issue of shares (note 30) 1,515 28,358 - - - - - - - 29,873 - 29,873
Recognition of equity settled

share based payments - - - - - - 2,436 - - 2,436 - 2,436
Capital injection of

non-controlling interests - - - - - - - - - - 68 68
Disposal of subsidiaries - - - - - - - - - - 787 787
At 31 December 2025 8,660 293692 47,355 8517  (325,950) 8,001 3,207 (255) 1242 44,469 1,838 46,307

w These reserve accounts comprise the consolidated reserves of RMB35,809,000 (2024: RMB51,491,000) in the consolidated statement of
financial position.
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CONSOLIDATED STATEMENT OF CASH FLOWS

For the year ended 31 December 2025

2025 2024
Notes RMB’000 RMB'000
CASH FLOWS FROM OPERATING ACTIVITIES
Loss before income tax (30,132) (54,465)
Adjustments for:
Depreciation of property, plant and equipment 14 4,498 11,155
Depreciation of right-of-use assets 16(a) 3,145 5,127
Amortisation of an intangible assets 17 1,054 1,051
Bank interest income 6 (526) (642)
Finance costs 8 8,769 9,949
Gain on disposal of property, plant and equipment 6 (15,748) -
Changes in fair value of investment properties 15 43 (5)
Changes in fair value of financial assets at fair value through
profit or loss (38) 46
Realised loss on disposed of listed equity securities - 247
(Gain)/loss on termination of leases (334) 31
Loss on settlement of prepayments - 3,414
Loss on disposal of subsidiaries 4,236 -
Loss on disposal of associates - 1,171
Share of losses of associates 387 756
Share of losses of joint ventures 6 -
Impairment loss on trade receivables, recognised/(reversed) 17,284 (12,986)
Impairment loss on prepayments, deposit and
other receivables recognised 15,289 57,829
Impairment loss on finance lease receivables, recognised - 5,580
Impairment loss on property, plant and equipment - 172
Equity-settled share-based payment 2,436 771
Operating cash flows before movements in working capital 10,369 29,201
(Increase)/decrease in trade receivables (1,491) 125,429
Increase in prepayments, deposits and other receivables (111,698) (117,931)
Decrease in finance lease receivables 204 1,238
Decrease/(increase) in amounts due from related parties 2,698 (2,511)
(Increase)/decrease in inventories (2,194) 707
Decrease in advance payments for acquisition of property,
plant and equipment 3,504 8,156
Decrease in trade payables (3,665) (106,064)
Increase/(decrease) in contract liabilities, other payables and
accruals 96,757 (25,143)
Cash used in operations (5,516) (86,918)
Income tax refund 294 580
Net cash used in operating activities (5,222) (86,338)
CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of property, plant and equipment (299) (1,091)
Proceeds from disposal of property, plant and equipment 3,555 -
Acquisition of investment in associates (1,166) (1,830)
Trading of financial assets at fair value through profit or loss 9 2,141
Proceeds from deregistration of an associate - 54,994
Increase in pledged deposits (30,200) -
Interest received 526 642
Disposal of subsidiaries 34 (1,321) -
Capital injection of non-controlling interests 68 -
Net cash (used in)/generated from investing activities (28,828) 54,856
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CONSOLIDATED STATEMENT OF CASH FLOWS

For the year ended 31 December 2025

2024 2023
Note RMB’000 RMB’000
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from bank loans 408,708 197,460
Repayment of bank loans (387,253) (194,857)
Interest paid (8,421) (9.143)
Repayment of lease liabilities (3,531) (5,767)
Capital contribution by non-controlling interests - 2,499
Issued of shares 30,458 -
Share issue expenses (585) -
Net cash generated from/(used in) financing activities 39,376 (2,808)
NET INCREASE/(DECREASE) IN CASH AND CASH EQUIVALENTS 5,326 (41,290)
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR 36,688 56,500
Effect of foreign exchange rate changes (4,625) 21,478
CASH AND CASH EQUIVALENTS AT END OF YEAR 25 37,389 36,688
Analysis of cash and cash equivalents at end of the year
Cash and cash equivalents 37,389 36,688
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 31 December 2025

1.

CORPORATE AND GROUP INFORMATION

The Company is an exempted company incorporated in the Cayman Islands with limited liability. The
registered office address of the Company is Suite #4-210, Governors Square, 23 Lime Tree Bay Avenue, PO
Box 32311, Grand Cayman, KY1-1209, Cayman Islands. The principal place of business is located at East
Mansion, Wuyi Plaza, No. 2437 Zhongshan East Road, Ningbo City, Zhejiang Province, the People’s Republic
of China (the “PRC").

The Company is an investment holding company. During the year, the Company’s subsidiaries were
principally involved in (i) the design, development and sale of outbound, domestic and surrounding travel
package tours; (i) the design, development and sale of free independent traveller ("FIT") products; (iii) the
provision of other ancillary travel-related products and services and (iv) the sales of health products.

In the opinion of the directors of the Company, the ultimate controlling shareholders of the Group are Mr. He
Binfeng and Ms. Qian Jie, the spouse of Mr. He (collectively, the “Controlling Shareholders”).

The Company's shares were listed on the Main Board of The Stock Exchange of Hong Kong Limited on 28
June 2019.

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

Information about principal subsidiaries

Particulars of the Company'’s subsidiaries which are wholly owned directly or indirectly by the Company are as
follows:

Place and date of
incorporation/ Issued ordinary/
registered share

capital Principal activities

registration and
place of business

Directly held:

Bird Investment Group Limited

Toucan Investment Holdings
Limited

Indirectly held:
Cuckoo HK Holdings Limited
HEREBERERAR]

Feiyang HK Group Limited
REEEEBFRAA

Ningbo Feiyang Commercial
Management Co., Ltd.
(“"WFOE") (i)
BERRGHXEEERAA

British Virgin Islands

("BVI") ("UsD") 50,000
25 October 2018

BVI USD50,000
18 October 2018

Hong Kong Hong Kong dollar
26 October 2018 ("HKD") 10,000

Hong Kong HKD10,000
2 November 2018

The PRC/ HKD1.2 million

Mainland China
12 December 2018

United States dollar  Investment holding

Investment holding

Investment holding

Investment holding

Technical support and
consultancy related
services
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 31 December 2025

1. CORPORATE AND GROUP INFORMATION (continued)

Information about principal subsidiaries (continued)

Place and date of
incorporation/ Issued ordinary/
registered share

capital Principal activities

registration and
place of business

The PRC/
Mainland China
27 September 2018

Ningbo Shengda Feiyang RMB1.05 million Investment holding
Commercial Management
Co., Ltd. (ii)

BRBATIS L EERHRAT

Zhejiang Feiyang International Travel The PRC/

Group Co., Ltd. (iii)(iv)

Mainland China

RMB46.64 million Outbound travel

business

AIRGER IR ESEERNDBRAT 19 September 2001
Ningbo Feiyang Expo Services The PRC/ RMB3.5 million  Exhibition service,
Co., Ltd. (i) Mainland China conference service
R RS ERIREER A A 21 February 2011 and business
information
consultation services
Zhejiang Feiyang Travel Agency The PRC/ RMB5 million  Domestic and inbound
Co., Ltd. (iii) Mainland China travel business
HANIRBG IR T B R AR 11 October 2018
Zhejiang Ben Niao Travel Co., Ltd. (jii) The PRC/ RMBS5 million Domestic and inbound
WIESIREEA R A A Mainland China travel business
3 August 2018
Zhejiang Feiyang Shulian The PRC/ RMB5 million  Software research and
Technology Co., Ltd. (iii) Mainland China development
AIRG BE R AR A 7 22 December 2071
Ningbo Feiyang Lianchuang Cultural The PRC/ RMB1 million Cultural tourism
Tourism Development Co., Ltd. (iii)  Mainland China business
ERRIGH AR ER AR AT 7 January 2020
Ningbo Feiyang Baoyu Ecological The PRC/ RMB5 million  Country-side tourism
Tourism Development Co., Ltd. Mainland China
26 November 2020
Zhejiang Feiyang Yintu Holiday The PRC/ RMB10 million Outbound travel
Tourism Co. Ltd. (formerly known Mainland China business
as Zhejiang Jinzhu International 21 May 2001
Tourism Co., Ltd.) (iii)(iv)
L5 S B MRk AR A A
(RTFEAT L £ FEBIFR Ik B PR A 7))
N .
%& Y, S °
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 31 December 2025

1. CORPORATE AND GROUP INFORMATION (continued)

Information about principal subsidiaries (continued)

Place and date of

incorporation/ Issued ordinary/
registration and registered share
place of business capital Principal activities
Zhejiang Feiyang Commercial The PRC/ RMB10 million  Air ticketing business
Management Co., Ltd. (iii)(iv) Mainland China
MIREEHEEARAF 13 June 2017
Ningbo Qihang Airplane Ticketing ~ The PRC/ RMB15 million  Air ticketing business
Co., Ltd. (iii)(iv) Mainland China
BRRMMZEREBR AR 3 August 2012
FEIYANG Travel & Trading Hong Kong HKD10,000 Medical management
(Hong Kong) Company Limited 7 December 2021

(formerly known as DS Wellness

& Health Management Limited)
BERGREER AR
(AIBET R R EREEEAR A R)

Feiyang Metaverse Technology Hong Kong HKD10,000 Blockchain metaverse
Limited (“Feiyang Metaverse") 21 December 2021 business
RGBT ERARAR
Feiyang Travel Limited Hong Kong HKD10,000 Travelling business
1 March 2023
Ningbo Yinzhou Feiyang Meilian The PRC/ Nil  Tourism development
International Travel Co., Ltd. Mainland China

BEREMARIGEREBRIRIFBERAT 2 August 2024
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1. CORPORATE AND GROUP INFORMATION (continued)

Information about principal subsidiaries (continued)

Notes:

(i) This entity is a wholly-foreign owned enterprise established under the PRC law.

(if) This entity is a Sino-foreign joint venture enterprise established under the PRC law.
(i) These entities are limited liability enterprises established under the PRC law.

(iv)  These entities are controlled by the Company through a series of structured contracts entered into between the WFOE and these
entities (the “Structured Contracts”). They are collectively referred to as the “PRC Operating Entities”.

2. APPLICATION OF NEW AND AMENDMENTS TO HKFRS ACCOUNTING
STANDARDS

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

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

Amendments to HKAS 21 Lack of Exchangeability
The application of the amendments to HKFRS Accounting Standards in the current year has had no material

impact on the Group's financial positions and performance for the current and prior years and/or on the
disclosures set out in these consolidated financial statements.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 31 December 2025

2. APPLICATION OF NEW AND AMENDMENTS TO HKFRS ACCOUNTING
STANDARDS (continued)

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

The Group has not applied the following new and revised HKFRS Accounting Standards, that have been
issued but are not yet effective, in these financial statements. The Group intends to apply these new and
revised HKFRS Accounting Standards, if applicable, when they become effective.

HKFRS 18 Presentation and Disclosure in Financial Statements?

HKFRS 19 and its amendments Subsidiaries without Public Accountability: Disclosures?

Amendments to HKFRS 9 and HKFRS 7 Amendments to the Classification and Measurement of
Financial Instruments’

Amendments to HKFRS 9 and HKFRS 7 Contracts Referencing Nature-dependent Electricity’

Amendments to HKFRS 10 and HKAS 28  Sale or Contribution of Assets between an Investor and
its Associate or Joint Venture®

Amendments to HKAS 21 Transition to Hyperinflationary Presentation Currency?

Annual Improvements to HKFRS Amendments to HKFRS 1, HKFRS 7, HKFRS 9,

Accounting Standards — Volume 11 HKFRS 10 and HKAS 7'

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

2 Effective for annual/reporting periods beginning on or after 1 January 2027.
3 No mandatory effective date yet determined but available for adoption.

Except for the amendments to HKFRS Accounting Standards mentioned below, the directors of the Company
anticipate that the application of all other amendments to HKFRS Accounting Standards, which are not yet
effective, will have no material impact on the consolidated financial statements in the foreseeable future.

HKFRS 18 Presentation and Disclosure in Financial Statements

HKFRS 18 Presentation and Disclosure in Financial Statements, which sets out requirements on presentation
and disclosures in financial statements, will replace HKAS 1 Presentation of Financial Statements. This
new HKFRS Accounting Standard, while carrying forward many of the requirements in HKAS 1, introduces
new requirements to present specified categories and defined subtotals in the statement of profit or loss;
provide disclosures on management-defined performance measures in the notes to the financial statements
and improve aggregation and disaggregation of information to be disclosed in the financial statements. In
addition, some HKAS 1 paragraphs have been moved to HKAS 8 and HKFRS 7. Minor amendments to HKAS
7 Statement of Cash Flows and HKAS 33 Earnings per Share are also made.

HKFRS 18, and amendments to other standards, will be effective for annual periods beginning on or after
1 January 2027, with early application permitted. The application of the new standard is expected to affect
the presentation of the statement of profit or loss and disclosures in the future financial statements. The
Group is in the process of assessing the detailed impact of HKFRS 18 on the Group's consolidated financial
statements.
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AND MATERIAL ACCOUNTING POLICY INFORMATION

3.1 Basis of preparation of consolidated financial statements

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

Going concern basis

The Group incurred net losses amounted to approximately RMB30,552,000 for the year ended 31
December 2025 and the Group's net current liabilities amounted to approximately RMB703,000 as at
31 December 2025, the directors of the Company considered it appropriate for the preparation of the
consolidated financial statements on a going concern basis for at least twelve months after the end of
the reporting period after taking into account the following circumstances and measures:

() The Group has been actively negotiating with banks in renewing its short-term borrowings upon
their maturities and the management of the Company is confident in the successful renewal of the
bank loans upon maturity; and

(i)  The Group is implementing various measures, such as optimising its overall sales network and
undergoing effective cost control to improve the profit margin and operating cash flows of its
business.

The directors of the Company are of the opinion that, taking into account the above-mentioned
measures, the Group will have sufficient working capital to finance its operations and to meet its
financial obligations as and when they fall due for at least twelve months after 31 December 2025.
The above conditions and the matters indicate the existence of a material uncertainty which may cast
significant doubt about the Group’s ability to continue as a going concern and, therefore, it may be
unable to realise its assets and discharge its liabilities in the normal course of business. Accordingly,
the consolidated financial statements have been prepared on a going concern basis. Should the Group
be unable to operate as a going concern, adjustments would have to be made to reduce the carrying
amounts of the Group's assets to their net realisable amounts, to provide for further liabilities which
might arise, and to reclassify non-current assets and non-current liabilities as current assets and current
liabilities, respectively. The effect of these adjustments has not been reflected in the consolidated
financial statements.

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

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

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date, regardless of whether that price
is directly observable or estimated using another valuation technique. In estimating the fair value of
an asset or a liability, the Group takes into account the characteristics of the asset or liability if market
participants would take those characteristics into account when pricing the asset or liability at the
measurement date. Fair value for measurement and/or disclosure purposes in these consolidated
financial statements is determined on such a basis, except for share-based payment transactions that
are within the scope of HKFRS 2 Share-based Payment, leasing transactions that are accounted for in
accordance with HKFRS 16 Leases, and measurements that have some similarities to fair value but are
not fair value, such as net realisable value in HKAS 2 Inventories or value in use in HKAS 36 Impairment
of Assets.
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3. BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL STATEMENTS
AND MATERIAL ACCOUNTING POLICY INFORMATION (continued)

3.1

3.2

Basis of preparation of consolidated financial statements (continued)

In addition, for financial reporting purposes, fair value measurements are categorised into Level 1, 2
or 3 based on the degree to which the inputs to the fair value measurements are observable and the
significance of the inputs to the fair value measurement in its entirety, which are described as follows:

o Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that
the entity can access at the measurement date;

o Level 2 inputs are inputs, other than quoted prices included within Level 1, that are observable for
the asset or liability, either directly or indirectly; and

o Level 3 inputs are unobservable inputs for the asset or liability.

Basis of consolidation

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

° has power over the investee;
° is exposed, or has rights, to variable returns from its involvement with the investee; and
o has the ability to use its power to affect its returns.

The Group reassesses whether or not it controls an investee if facts and circumstances indicate that
there are changes to one or more of the three elements of control listed above.

When the Group has less than a majority of the voting rights of an investee, it consider that it has
power over the investee when the voting rights are sufficient to give it the practical ability to direct the
relevant activities of the investee unilaterally. The Group considers all relevant facts and circumstances
in assessing whether or not the Group's voting rights in an investee are sufficient to give it power,
including:

e the size of the Group's holding of voting rights relative to the size and dispersion of holdings of
the other vote holders;

o potential voting rights held by the Group, other vote holders or other parties;
o rights arising from other contractual arrangements; and
° any additional facts and circumstances that indicate that the Group has, or does not have, the

current ability to direct the relevant activities at the time that decisions need to be made, including
voting patterns at previous shareholders’ meetings.
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AND MATERIAL ACCOUNTING POLICY INFORMATION (continued)

3.2 Basis of consolidation (continued)

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

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

When necessary, adjustments are made to the financial statements of subsidiaries to bring their
accounting policies in line with the Group's accounting policies.

All intra-group assets and liabilities, equity, income, expenses and cash flows relating to transactions
between members of the Group are eliminated in full on consolidation.

Non-controlling interests in subsidiaries are presented separately from the Group’s equity therein,
which represent present ownership interests entitling their holders to a proportionate share of net
assets of the relevant subsidiaries upon liquidation.

Changes in the Group's interests in existing subsidiaries

Changes in the Group's interests in subsidiaries that do not result in the Group losing control over the
subsidiaries are accounted for as equity transactions. The carrying amounts of the Group's relevant
components of equity and the non-controlling interests are adjusted to reflect the changes in their
relative interests in the subsidiaries, including re-attribution of relevant reserves between the Group and
the non-controlling interests according to the Group’s and the non-controlling interests’ proportionate
interests.

Any difference between the amount by which the non-controlling interests are adjusted, and the fair
value of the consideration paid or received is recognised directly in equity and attributed to owners of
the Company.

When the Group loses control of a subsidiary, the assets and liabilities of that subsidiary and non-
controlling interests (if any) are derecognised. A gain or loss is recognised in profit or loss and is
calculated as the difference between (i) the aggregate of the fair value of the consideration received
and the fair value of any retained interest and (ii) the carrying amount of the assets (including goodwill),
and liabilities of the subsidiary attributable to owners of the Company. All amounts previously
recognised in other comprehensive income in relation to that subsidiary are accounted for as if the
Group had directly disposed of the related assets or liabilities of the subsidiary (i.e. reclassified to
profit or loss or transferred to another category of equity as specified/permitted by applicable HKFRS
Accounting Standards). The fair value of any investment retained in the former subsidiary at the date
when control is lost is regarded as the fair value on initial recognition for subsequent accounting under
HKFRS 9 Financial Instruments or, when applicable, the cost on initial recognition of an investment in an
associate or a joint venture.
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3. BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL STATEMENTS
AND MATERIAL ACCOUNTING POLICY INFORMATION (continued)

3.2 Basis of consolidation (continued)
Business combinations or asset acquisitions
Optional concentration test

The Group can elect to apply an optional concentration test, on a transaction-by-transaction basis, that
permits a simplified assessment of whether an acquired set of activities and assets is not a business. The
concentration test is met if substantially all of the fair value of the gross assets acquired is concentrated
in a single identifiable asset or group of similar identifiable assets. The gross assets under assessment
exclude cash and cash equivalents, deferred tax assets, and goodwill resulting from the effects of
deferred tax liabilities. If the concentration test is met, the set of activities and assets is determined not
to be a business and no further assessment is needed.

Asset acquisitions

When the Group acquires a group of assets and liabilities that do not constitute a business, the Group
identifies and recognises the individual identifiable assets acquired and liabilities assumed by allocating
the purchase price first to investment properties which are subsequently measured under fair value
model and financial assets/financial liabilities at the respective fair values, the remaining balance of
the purchase price is then allocated to the other identifiable assets and liabilities on the basis of their
relative fair values at the date of purchase. Such a transaction does not give rise to goodwill or bargain
purchase gain.

Business combinations

A business is an integrated set of activities and assets which includes an input and a substantive
process that together significantly contribute to the ability to create outputs. The acquired processes
are considered substantive if they are critical to the ability to continue producing outputs, including
an organised workforce with the necessary skills, knowledge, or experience to perform the related
processes or they significantly contribute to the ability to continue producing outputs and are
considered unique or scarce or cannot be replaced without significant cost, effort, or delay in the ability
to continue producing outputs.

Acquisitions of businesses are accounted for using the acquisition method. The consideration
transferred in a business combination is measured at fair value, which is calculated as the sum of the
acquisition-date fair values of the assets transferred by the Group, liabilities incurred by the Group to
the former owners of the acquiree and the equity interests issued by the Group in exchange for control
of the acquiree. Acquisition-related costs are generally recognised in profit or loss as incurred.

The identifiable assets acquired and liabilities assumed must meet the definitions of an asset and a
liability in the Conceptual Framework for Financial Reporting (the “Conceptual Framework”) except for
transactions and events within the scope of HKAS 37 Provisions, Contingent Liabilities and Contingent
Assets or HK(IFRIC)-Int 21 Levies, in which the Group applies HKAS 37 or HK(IFRIC)-Int 21 instead of the
Conceptual Framework to identify the liabilities it has assumed in a business combination. Contingent
assets are not recognised.
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AND MATERIAL ACCOUNTING POLICY INFORMATION (continued)

3.2 Basis of consolidation (continued)

Business combinations or asset acquisitions (continued)
Business combinations (continued)

At the acquisition date, the identifiable assets acquired and the liabilities assumed are recognised at
their fair value, except that:

o deferred tax assets or liabilities, and assets or liabilities related to employee benefit arrangements
are recognised and measured in accordance with HKAS 12 Income Taxes and HKAS 19 Employee
Benefits respectively;

o liabilities or equity instruments related to share-based payment arrangements of the acquiree or
share-based payment arrangements of the Group entered into to replace share-based payment
arrangements of the acquiree are measured in accordance with HKFRS 2 at the acquisition date;

o assets (or disposal groups) that are classified as held for sale in accordance with HKFRS 5 Non-
current Assets Held for Sale and Discontinued Operations are measured in accordance with that
standard; and

o lease liabilities are recognised and measured at the present value of the remaining lease payments
(as defined in HKFRS 16) as if the acquired leases were new leases at the acquisition date, except
for leases for which (a) the lease term ends within 12 months of the acquisition date; or (b) the
underlying asset is of low value. Right-of-use assets are recognised and measured at the same
amount as the relevant lease liabilities, adjusted to reflect favourable or unfavourable terms of the
lease when compared with market terms.

Goodwill is measured as the excess of the sum of the consideration transferred, the amount of any non-
controlling interests in the acquiree, and the fair value of the acquirer’s previously held equity interest in
the acquiree (if any) over the net amount of the identifiable assets acquired and the liabilities assumed
as at acquisition date. If, after re-assessment, the net amount of the identifiable assets acquired and
liabilities assumed exceeds the sum of the consideration transferred, the amount of any non-controlling
interests in the acquiree and the fair value of the acquirer’s previously held interest in the acquiree (if
any), the excess is recognised immediately in profit or loss as a bargain purchase gain.

Non-controlling interests that are present ownership interests and entitle their holders to a
proportionate share of the relevant subsidiary’s net assets in the event of liquidation are initially
measured at the non-controlling interests’ proportionate share of the recognised amounts of the
acquiree'’s identifiable net assets or at fair value.

When the consideration transferred by the Group in a business combination includes a contingent
consideration arrangement, the contingent consideration is measured at its acquisition-date fair value
and included as part of the consideration transferred in a business combination. Changes in the fair
value of the contingent consideration that qualify as measurement period adjustments are adjusted
retrospectively. Measurement period adjustments are adjustments that arise from additional information
obtained during the “measurement period” (which cannot exceed one year from the acquisition date)
about facts and circumstances that existed at the acquisition date.
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3. BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL STATEMENTS
AND MATERIAL ACCOUNTING POLICY INFORMATION (continued)

3.2 Basis of consolidation (continued)

3.3

Business combinations or asset acquisitions (continued)
Business combinations (continued)

The subsequent accounting for the contingent consideration that do not qualify as measurement period
adjustments depends on how the contingent consideration is classified. Contingent consideration that
is classified as equity is not remeasured at subsequent reporting dates and its subsequent settlement
is accounted for within equity. Contingent consideration that is classified as an asset or a liability is
remeasured to fair value at subsequent reporting dates, with the corresponding gain or loss being
recognised in profit or loss.

When a business combination is achieved in stages, the Group’s previously held equity interest in
the acquiree is remeasured to fair value at the acquisition date (i.e. the date when the Group obtains
control), and the resulting gain or loss, if any, is recognised in profit or loss or other comprehensive
income, as appropriate. Amounts arising from interests in the acquiree prior to the acquisition date that
have previously been recognised in other comprehensive income and measured under HKFRS 9 would
be accounted for on the same basis as would be required if the Group had disposed directly of the
previously held equity interest.

If the initial accounting for a business combination is incomplete by the end of the reporting period
in which the combination occurs, the Group reports provisional amounts for the items for which
the accounting is incomplete. Those provisional amounts are adjusted retrospectively during the
measurement period (see above), and additional assets or liabilities are recognised, to reflect new
information obtained about facts and circumstances that existed at the acquisition date that, if known,
would have affected the amounts recognised at that date.

Goodwill

Goodwill arising on an acquisition of a business is carried at cost as established at the date of
acquisition of the business less accumulated impairment losses, if any.

For the purposes of impairment testing, goodwill is allocated to each of the Group's cash-
generating units (or group of cash-generating units) that is expected to benefit from the synergies
of the combination, which represent the lowest level at which the goodwill is monitored for internal
management purposes and not larger than an operating segment.

A cash-generating unit (or group of cash-generating units) to which goodwill has been allocated
is tested for impairment annually or more frequently when there is indication that the unit may be
impaired. For goodwill arising on an acquisition in an annual period, the cash-generating unit (or group
of cash-generating units) to which goodwill has been allocated is tested for impairment before the end
of that reporting period. If the recoverable amount is less than its carrying amount, the impairment loss
is allocated first to reduce the carrying amount of any goodwill and then to the other assets on a pro-
rata basis based on the carrying amount of each asset in the unit (or group of cash-generating units).
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3.3

3.4

Goodwiill (continued)

On disposal of the relevant cash-generating unit or any of the cash-generating unit within the group of
cash-generating units, the attributable amount of goodwill is included in the determination of the amount
of profit or loss on disposal. When the Group disposes of an operation within the cash-generating unit (or
a cash-generating unit within a group of cash-generating units), the amount of goodwill disposed of is
measured on the basis of the relative values of the operation (or the cash-generating unit) disposed of
and the portion of the cash-generating unit (or the group of cash-generating units) retained.

The Group's policy for goodwill arising on the acquisition of an associate and joint venture are
described below.

Investments in associates and joint ventures

An associate is an entity over which the Group has significant influence. Significant influence is the
power to participate in the financial and operating policy decisions of the investee but is not control or
joint control over those policies.

A joint venture is a joint arrangement whereby the parties that have joint control of the arrangement
have rights to the net assets of the joint arrangement. Joint control is the contractually agreed sharing
of control of an arrangement, which exists only when decisions about the relevant activities require
unanimous consent of the parties sharing control.

The results and assets and liabilities of associates and joint ventures are incorporated in these
consolidated financial statements using the equity method until disposal of the portion that is
classified as held for sale takes place. If the Group has lost significant influence over the associates
after the disposal takes place, the Group accounts for any retained interest in the associates in
accordance with HKFRS 9. If the Group has retained significant influence over the associates after the
disposal takes place, the Group continues to account for the remaining interest using equity method.
The financial statements of associates and joint ventures used for equity accounting purposes are
prepared using uniform accounting policies as those of the Group for like transactions and events in
similar circumstances. Appropriate adjustments have been made to conform the associate’s and the
joint venture's accounting policies to those of the Group. Under the equity method, an investment
in an associate or a joint venture is initially recognised in the consolidated statement of financial
position at cost and adjusted thereafter to recognise the Group's share of the profit or loss and other
comprehensive income of the associate or joint venture. Changes in net assets of the associate/joint
venture other than profit or loss and other comprehensive income are not accounted for unless such
changes resulted in changes in ownership interest held by the Group. When the Group's share of losses
of an associate or joint venture exceeds the Group's interest in that associate or joint venture (which
includes any long-term interests that, in substance, form part of the Group's net investment in the
associate or joint venture), the Group discontinues recognising its share of further losses. Additional
losses are provided for and a liability is recognised only to the extent that the Group has incurred legal
or constructive obligations or made payments on behalf of the associate or joint venture.
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3.4 Investments in associates and joint ventures (continued)

An investment in an associate or a joint venture is accounted for using the equity method from the
date on which the investee becomes an associate or a joint venture. On acquisition of the investment
in an associate or a joint venture, any excess of the cost of the investment over the Group's share of the
net fair value of the identifiable assets and liabilities of the investee is recognised as goodwill, which
is included within the carrying amount of the investment. Any excess of the Group's share of the net
fair value of the identifiable assets and liabilities over the cost of the investment, after reassessment, is
recognised immediately in profit or loss in the period in which the investment is acquired.

The Group assesses whether there is an objective evidence that the interest in an associate or a joint
venture may be impaired. When any objective evidence exists, the entire carrying amount of the
investment (including goodwill) is tested for impairment in accordance with HKAS 36 as a single asset
by comparing its recoverable amount (higher of value in use and fair value less costs of disposal) with its
carrying amount. Any impairment loss recognised is not allocated to any asset, including goodwill, that
forms part of the carrying amount of the investment. Any reversal of that impairment loss is recognised
in accordance with HKAS 36 to the extent that the recoverable amount of the investment subsequently
increases.

When the Group ceases to have significant influence over an associate or joint control over a joint
venture, it is accounted for as a disposal of the entire interest in the investee with a resulting gain or loss
being recognised in profit or loss. When the Group retains an interest in the former associate or joint
venture and the retained interest is a financial asset within the scope of HKFRS 9, the Group measures
the retained interest at fair value at that date and the fair value is regarded as its fair value on initial
recognition. The difference between the carrying amount of the associate or joint venture and the fair
value of any retained interest and any proceeds from disposing of the relevant interest in the associate
or joint venture is included in the determination of the gain or loss on disposal of the associate or joint
venture. In addition, the Group accounts for all amounts previously recognised in other comprehensive
income in relation to that associate or joint venture on the same basis as would be required if that
associate or joint venture had directly disposed of the related assets or liabilities. Therefore, if a gain or
loss previously recognised in other comprehensive income by that associate or joint venture would be
reclassified to profit or loss on the disposal of the related assets or liabilities, the Group reclassifies the
gain or loss from equity to profit or loss (as a reclassification adjustment) upon disposal/partial disposal
of the relevant associate or joint venture.

When a group entity transacts with an associate or a joint venture of the Group, profits and losses
resulting from the transactions with the associate or joint venture are recognised in the consolidated
financial statements only to the extent of interests in the associate or joint venture that are not related
to the Group.

The Group applies HKFRS 9, including the impairment requirements, to long-term interests in an
associate or joint venture to which the equity method is not applied and which form part of the net
investment in the investee. Furthermore, in applying HKFRS 9 to long-term interests, the group does
not take into account adjustments to their carrying amount required by HKAS 28 (i.e. adjustments
to the carrying amount of long-term interests arising from the allocation of losses of the investee or
assessment of impairment in accordance with HKAS 28).
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3.4

3.5

Investments in associates and joint ventures (continued)
Changes in the Group's interests in associates and joint ventures

The Group continues to use the equity method when an investment in an associate becomes an
investment in a joint venture or an investment in a joint venture becomes an investment in an associate.
There is no remeasurement to fair value upon such changes in ownership interests.

When the Group reduces its ownership interest in an associate or a joint venture but the Group
continues to use the equity method, the Group reclassifies to profit or loss the proportion of the gain
or loss that had previously been recognised in other comprehensive income relating to that reduction
in ownership interest if that gain or loss would be reclassified to profit or loss on the disposal of the
related assets or liabilities.

Acquisition of additional interests in associates or joint ventures

When the Group increases its ownership interest in an associate or a joint venture but the Group
continues to use the equity method, goodwill is recognised at acquisition date if there is excess of
the consideration paid over the share of carrying amount of net assets attributable to the additional
interests in associates or joint ventures acquired. Any excess of share of carrying amount of net assets
attributable to the additional interests in associates or joint ventures acquired over the consideration
paid are recognised in the profit or loss in the period in which the additional interest are acquired.

Non-current assets held for sale

Non-current assets (and disposal groups) are classified as held for sale if their carrying amount will be
recovered principally through a sale transaction rather than through continuing use. This condition is
regarded as met only when the asset (or disposal group) is available for immediate sale in its present
condition subject only to terms that are usual and customary for sales of such asset (or disposal group)
and its sale is highly probable. Management must be committed to the sale, which should be expected
to qualify for recognition as a completed sale within one year from the date of classification.

When the Group is committed to a sale plan involving loss of control of a subsidiary, all of the assets
and liabilities of that subsidiary are classified as held for sale when the criteria described above are met,
regardless of whether the Group will retain a non-controlling interest in the relevant subsidiary after the
sale.

When the Group is committed to a sale plan involving disposal of an investment, or a portion of an
investment, in an associate or joint venture, the investment or the portion of the investment that will
be disposed of is classified as held for sale when the criteria described above are met, and the Group
discontinues the use of the equity method in relation to the portion that is classified as held for sale
from the time when the investment (or a portion of the investment) is classified as held for sale.

Non-current assets (and disposal groups) classified as held for sale are measured at the lower of their
carrying amount and fair value less costs to sell , except for financial assets within the scope of HKFRS
9, investment properties measured at fair value, which continue to be measured in accordance with the
accounting policies as set out in respective sections.
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3.6 Property, plant and equipment and depreciation

Property, plant and equipment are tangible assets that are held for use in the production or supply
of goods or services, or for administrative purposes (other than construction in progress as described
below). Property, plant and equipment are stated in the consolidated statement of financial position at
cost less subsequent accumulated depreciation and subsequent accumulated impairment losses, if any.

Leasehold improvements and certain office equipment under construction in the course of construction
for production, supply or administrative purposes are carried at cost, less any recognised impairment
loss. Costs include any costs directly attributable to bringing the asset to the location and condition
necessary for it to be capable of operating in the manner intended by management, including costs
of testing whether the related assets is functioning properly and, for qualifying assets, borrowing costs
capitalised in accordance with the Group's accounting policy. Depreciation of these assets, on the same
basis as other property assets, commences when the assets are ready for their intended use.

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

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

Computer and office equipment 3to 5years
Motor vehicles and yacht 4 to 10 years
Leasehold improvements Over the shorter of the leasehold improvements’

useful life and the lease term
The rates of residual values of certain property, plant and equipment are as follows:

Computer and office equipment 0to 5%
Motor vehicles and Yacht 0to 5%

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

An item of property, plant and equipment including any significant part initially recognised is
derecognised upon disposal or when no future economic benefits are expected from its use or
disposal. Any gain or loss on disposal or retirement recognised in profit or loss in the year the asset is
derecognised is the difference between the net sales proceeds and the carrying amount of the relevant
asset.
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3.7

3.8

Investment properties

Investment properties are interests in land and buildings which would otherwise meet the definition
of an investment property held to earn rental income and/or for capital appreciation, rather than for
use in the production or supply of goods or services or for administrative purposes; or for sale in the
ordinary course of business. Such properties are measured initially at cost, including transaction costs.
Subsequent to initial recognition, investment properties are stated at fair value, which reflects market
conditions at the end of the reporting period.

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

Any gains or losses on the retirement or disposal of an investment property are recognised in profit or
loss in the year of the retirement or disposal.

Transfers to or from investment property shall be made when, and only when, there is a change in use
evidenced by:

(@) commencement of owner-occupation, for a transfer from investment property to owner-occupied
property;

(b) commencement of development with a view to sale, for a transfer from investment property to
inventories;

(c) end of owner-occupation, for a transfer from owner-occupied property to investment property; or

(d) commencement of an operating lease to another party, for a transfer from inventories to
investment property.

Intangible assets

Intangible assets acquired separately are measured on initial recognition at cost. The cost of intangible
assets acquired in a business combination is the fair value at the date of acquisition. The useful lives
of intangible assets are assessed to be either finite or indefinite. Intangible assets with finite lives are
subsequently amortised over the useful economic life and assessed for impairment whenever there is
an indication that the intangible asset may be impaired. The amortisation period and the amortisation
method for an intangible asset with a finite useful life are reviewed at least at each financial year end.

Purchased software is stated at cost less any impairment losses and is amortised on the straight-line
basis over its estimated useful life of 3 to 10 years.
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3.9 Impairment on property, plant and equipment, right-of-use assets, and intangible
assets other than goodwill

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

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

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

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

If the recoverable amount of an asset (or a cash-generating unit) is estimated to be less than its carrying
amount, the carrying amount of the asset (or a cash-generating unit) is reduced to its recoverable
amount. For corporate assets or portion of corporate assets which cannot be allocated on a reasonable
and consistent basis to a cash-generating unit, the Group compares the carrying amount of a group of
cash-generating units, including the carrying amounts of the corporate assets or portion of corporate
assets allocated to that group of cash-generating units, with the recoverable amount of the group
of cash-generating units. In allocating the impairment loss, the impairment loss is allocated first to
reduce the carrying amount of any goodwill (if applicable) and then to the other assets on a pro-rata
basis based on the carrying amount of each asset in the unit or the group of cash-generating units. An
impairment loss is recognised immediately in profit or loss.

Where an impairment loss subsequently reverses, the carrying amount of the asset (or cash-generating
unit or a group of cash-generating units) is increased to the revised estimate of its recoverable amount,
but so that the increased carrying amount does not exceed the carrying amount that would have been
determined had no impairment loss been recognised for the asset (or a cash-generating unit or a group
of cash-generating units) in prior years. A reversal of an impairment loss is recognised immediately in
profit or loss.
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3.10 Inventories

142

3.1

Inventories are stated at the lower of cost and net realisable value. Cost is determined using the first-in
first out method for the finished goods. Net realisable value is the estimated selling price in the ordinary
course of business less the estimated costs necessary to make the sale including costs to be incurred in
marketing, selling and distribution.

Leases
Definition of a lease

The Group assesses whether a contract is or contains a lease based on the definition under HKFRS 16
at inception of the contract. Such contract will not be reassessed unless the terms and conditions of
the contract are subsequently changed. As a practical expedient, leases with similar characteristics are
accounted on a portfolio basis when the Group reasonably expects that the effects on the consolidated
financial statements would not differ materially from individual leases within the portfolio.

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

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

Short-term leases and leases of low-value assets

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

The cost of right-of-use asset includes:
° the amounts of the initial measurement of the lease liabilities;

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

e any initial direct costs incurred by the Group; and

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

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

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

Right-of-use assets are depreciated on a straight line basis over the shorter of the lease terms and the
estimated useful lives of the assets as follows,

Office units 2 to 10 years

If the ownership of the leased asset transfer to the Group by the end of the lease term or the cost
reflects the exercise of a purchase option, depreciation is calculated using the estimated useful lives of
the asset.

The Group presents right-of-use assets that do not meet the definition of investment property or
inventory as a separate line item on the consolidated statement of financial position.
Refundable rental deposits

Refundable rental deposits paid are accounted under HKFRS 9 and initially measured at fair value.
Adjustments to fair value at initial recognition are considered as additional lease payments and included
in the cost of right-of-use assets.
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AND MATERIAL ACCOUNTING POLICY INFORMATION (continued)

3.11 Leases (continued)

The Group as a lessee (continued)
Lease liabilities

At the commencement date of a lease, the Group recognises and measures the lease liability at the
present value of lease payments that are unpaid at that date. In calculating the present value of lease
payments, the Group uses the incremental borrowing rate at the lease commencement date if the
interest rate implicit in the lease is not readily determinable. The incremental borrowing rate depends
on the term, currency and start date of the lease and is determined based on a series of inputs
including: the risk-free rate based on government bond rates; a country-specific risk adjustment; a
credit risk adjustment based on bond yields; and an entity-specific adjustment whether the risk profile
of the entity that enters into the lease is different to that of the Group and whether the lease benefit
from a guarantee from the Group.

The lease payments include:
e fixed payments (including in-substance fixed payments) less any lease incentives receivable;

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

*  amounts expected to be payable by the Group under residual value guarantees;

e the exercise price of a purchase option if the Group is reasonably certain to exercise the option;
and

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

After the commencement date, lease liabilities are adjusted by interest accretion and lease payments.

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

e  the lease term has changed or there is a change in the assessment of exercise of a purchase
option, in which case the related lease liability is remeasured by discounting the revised lease
payments using a revised discount rate at the date of reassessment.

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

o a lease contract is modified and the lease modification is not accounted for as a separate lease (see
below for the accounting policy for “lease modifications”).

The Group presents lease liabilities as a separate line item on the consolidated statement of financial
position.

'\
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3.11 Leases (continued)
The Group as a lessee (continued)
Lease modifications

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

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

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

For a lease modification that is not accounted for as a separate lease, the Group remeasures the
lease liability, less any lease incentives receivable, based on the lease term of the modified lease
by discounting the revised lease payments using a revised discount rate at the effective date of the
modification.

The Group accounts for the remeasurement of lease liabilities by making corresponding adjustments
to the relevant right-of-use assets. When the modified contract contains a lease component and one or
more additional lease or non-lease components, the Group allocates the consideration in the modified
contract to each lease component on the basis of the relative stand-alone price of the lease component
and the aggregate stand-alone price of the non-lease components.

The Group as a lessor
Classification and measurement of leases

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

Amounts due from lessees under finance leases are recognised as receivables at commencement
date at amounts equal to net investments in the leases, measured using the interest rate implicit in the
respective leases. Initial direct costs (other than those incurred by manufacturer or dealer lessors) are
included in the initial measurement of the net investments in the leases. Interest income is allocated
to accounting periods so as to reflect a constant periodic rate of return on the Group’s net investment
outstanding in respect of the leases.

Rental income from operating leases is recognised in profit or loss on a straight-line basis over the
term of the relevant lease. Initial direct costs incurred in negotiating and arranging an operating lease
are added to the carrying amount of the leased asset, and such costs are recognised as an expense
on a straight-line basis over the lease term except for investment properties measured under fair value
model.
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3.11 Leases (continued)

The Group as a lessor (continued)
Allocation of consideration to components of a contract

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

Refundable rental deposits

Refundable rental deposits received are accounted for under HKFRS 9 and initially measured at fair
value. Adjustments to fair value at initial recognition are considered as additional lease payments from
lessees.

Lease modification

Changes in considerations of lease contracts that were not part of the original terms and conditions
are accounted for as lease modifications, including lease incentives provided through forgiveness or
reduction of rentals.

()  Operating lease

The Group accounts for a modification to an operating lease as a new lease from the effective
date of the modification, considering any prepaid or accrued lease payments relating to the
original lease as part of the lease payments for the new lease.

For rent concession under which the Group legally releases the lessee from its obligation to make
specifically identified lease payment, of which some of these lease payments are contractually due
but not paid and some of them are not yet contractually due, the Group accounts for the portions
which have been recognised as operating lease receivables (i.e. the lease payments which are
contractually due but not paid) by applying the ECL and derecognition requirements under HKFRS
9 and applies lease modification requirements for the forgiven lease payments that the Group
has not recognised (i.e. the lease payments which are not yet contractually due) as at the effective
date of modification.

(i)  Finance lease

The Group accounts for a change in the lease payments of a finance lease as a lease modification,
that is not accounted for as a separate lease, in accordance with the requirements of HKFRS 9.
If the change represents a substantial modification, the finance lease receivables of the original
lease are derecognised and a derecognition gain or loss calculated using the revised lease
payments discounted at the revised discount rate is recognised in profit or loss on the date of the
modification. If the change does not represent a substantial modification, the Group continues
to recognise the finance lease receivables in which such carrying amount will be calculated at the
present value of the modified contractual cash flows discounted at the related receivables’ original
discount rate. Any adjustment to the carrying amount is recognised in profit or loss at the effective
date of modification.
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3.12 Investments and other financial instruments
Initial recognition and measurement

Financial assets are classified, at initial recognition, as subsequently measured at amortised cost, and
fair value through profit or loss, depending on the classification of the financial assets.

The classification of financial assets at initial recognition depends on the financial asset’s contractual
cash flow characteristics and the Group's business model for managing them. With the exception of
trade receivables that do not contain a significant financing component or for which the Group has
applied the practical expedient of not adjusting the effect of a significant financing component, the
Group initially measures a financial asset at its fair value, plus in the case of a financial asset not at
fair value through profit or loss, transaction costs. Trade receivables that do not contain a significant
financing component or for which the Group has applied the practical expedient are measured at the
transaction price determined under HKFRS 15 in accordance with the policies set out for “Revenue
recognition” above.

In order for a financial asset to be classified and measured at amortised cost, it needs to give rise
to cash flows that are solely payments of principal and interest (“SPPI”) on the principal amount
outstanding. Financial assets with cash flows that are not SPPI are classified and measured at fair value
through profit or loss, irrespective of the business model.

The Group's business model for managing financial assets refers to how it manages its financial assets
in order to generate cash flows. The business model determines whether cash flows will result from
collecting contractual cash flows, selling the financial assets, or both. Financial assets classified and
measured at amortised cost are held within a business model with the objective to hold financial assets
in order to collect contractual cash flows, while financial assets classified and measured at fair value
through other comprehensive income are held within a business model with the objective of both
holding to collect contractual cash flows and selling. Financial assets which are not held within the
aforementioned business models are classified and measured at fair value through profit or loss.

All regular way purchases and sales of financial assets are recognised on the trade date, that is, the date
that the Group commits to purchase or sell the asset. Regular way purchases or sales are purchases
or sales of financial assets that require delivery of assets within the period generally established by
regulation or convention in the marketplace.
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3.12 Investments and other financial instruments (continued)

Subsequent measurement

The Group's financial assets measured at amortised costs (debt instruments) are subsequently measured
using the effective interest method and are subject to impairment. Gains and losses are recognised in
profit or loss when the asset is derecognised, modified or impaired.

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

A financial asset is held for trading if:
o it has been acquired principally for the purpose of selling in the near term; or

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

o it is a derivative, except for a derivative that is a designated and effective as a hedging instrument.

In addition, the Group may irrevocably designate a financial asset that are required to be measured at
the amortised cost or financial assets at fair value through other comprehensive income (“FVTOCI") as
measured at FVTPL if doing so eliminates or significantly reduces an accounting mismatch.

Derecognition of financial assets

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial
assets) is primarily derecognised (i.e., removed from the Group’s consolidated statement of financial
position) when:

o the rights to receive cash flows from the asset have expired; or

e the Group has transferred its rights to receive cash flows from the asset or has assumed an
obligation to pay the received cash flows in full without material delay to a third party under a
“pass-through” arrangement; and either (a) the Group has transferred substantially all the risks
and rewards of the asset, or (b) the Group has neither transferred nor retained substantially all the
risks and rewards of the asset, but has transferred control of the asset.

When the Group has transferred its rights to receive cash flows from an asset or has entered into a
pass-through arrangement, it evaluates if, and to what extent, it has retained the risk and rewards
of ownership of the asset. When it has neither transferred nor retained substantially all the risks
and rewards of the asset nor transferred control of the asset, the Group continues to recognise the
transferred asset to the extent of the Group's continuing involvement. In that case, the Group also
recognises an associated liability. The transferred asset and the associated liability are measured on a
basis that reflects the rights and obligations that the Group has retained.

Continuing involvement that takes the form of a guarantee over the transferred assets is measured at
the lower of the original carrying amount of the asset and the maximum amount of consideration that
the Group could be required to repay.
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3.12 Investments and other financial instruments (continued)
Impairment of financial assets

The Group recognises an allowance for the expected credit losses ("ECLs") for all debt instruments
not held at fair value through profit or loss. ECLs are based on the difference between the contractual
cash flows due in accordance with the contract and all the cash flows that the Group expects to receive,
discounted at an approximation of the original effective interest rate. The expected cash flows will
include cash flows from the sale of collateral held or other credit enhancements that are integral to the
contractual terms.

General approach

ECLs are recognised in two stages. For credit exposures for which there has not been a significant
increase in credit risk since initial recognition, ECLs are provided for credit losses that result from
default events that are possible within the next 12 months (12-month ECL). For those credit exposures
for which there has been a significant increase in credit risk since initial recognition, a loss allowance is
required for credit losses expected over the remaining life of the exposure, irrespective of the timing of
the default (lifetime ECL).

At each reporting date, the Group assesses whether the credit risk on a financial instrument has
increased significantly since initial recognition. When making the assessment, the Group compares the
risk of a default occurring on the financial instrument as at the reporting date with the risk of a default
occurring on the financial instrument as at the date of initial recognition and considers reasonable and
supportable information that is available without undue cost or effort, including historical and forward-
looking information.

The Group considers a financial asset in default when contractual payments are 90 days past due.
However, in certain cases, the Group may also consider a financial asset to be in default when internal
or external information indicates that the Group is unlikely to receive the outstanding contractual
amounts in full before taking into account any credit enhancements held by the Group. A financial asset
is written off when there is no reasonable expectation of recovering the contractual cash flows.

Financial assets at amortised cost are subject to impairment under the general approach and they are
classified within the following stages for measurement of ECLs except for trade receivables which apply
the simplified approach as detailed below.

Stage 1 — Financial instruments for which credit risk has not increased significantly since initial
recognition and for which the loss allowance is measured at an amount equal to
12-month ECLs

Stage 2 — Financial instruments for which credit risk has increased significantly since initial
recognition but that are not credit-impaired financial assets and for which the loss
allowance is measured at an amount equal to lifetime ECLs

Stage 3 — Financial assets that are credit-impaired at the reporting date (but that are not

purchased or originated credit-impaired) and for which the loss allowance is measured
at an amount equal to lifetime ECLs
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AND MATERIAL ACCOUNTING POLICY INFORMATION (continued)

3.12 Investments and other financial instruments (continued)

Impairment of financial assets (continued)
Simplified approach

For trade receivables and finance lease receivables that do not contain a significant financing
component or when the Group applies the practical expedient of not adjusting the effect of a
significant financing component, the Group applies a simplified approach in calculating ECLs. Under
the simplified approach, the Group does not track changes in credit risk, but instead recognises a loss
allowance based on lifetime ECLs at each reporting date. The Group has established a provision matrix
that is based on its historical credit loss experience, adjusted for forward-looking factors specific to the
debtors and the economic environment.

Financial liabilities
Initial recognition and measurement
Financial liabilities are classified, at initial recognition, as loans and borrowings or payables, as

appropriate.

All financial liabilities are recognised initially at fair value and, in the case of loans and borrowings and
payables, net of directly attributable transaction costs.

The Group's financial liabilities include trade payables, interest-bearing bank and other borrowings,
other payables and accruals and lease liabilities.

Subsequent measurement

The subsequent measurement of loans and borrowings is as follows:

Financial liabilities measured at amortised cost (loans and borrowings)

After initial recognition, interest-bearing loans and borrowings are subsequently measured at amortised
cost, using the effective interest rate method unless the effect of discounting would be immaterial, in
which case they are stated at cost. Gains and losses are recognised in profit or loss when the liabilities
are derecognised as well as through the effective interest rate amortisation process.

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

Derecognition of financial liabilities
A financial liability is derecognised when the obligation under the liability is discharged or cancelled, or

expires.

When an existing financial liability is replaced by another from the same lender on substantially different
terms, or the terms of an existing liability are substantially modified, such an exchange or modification is
treated as a derecognition of the original liability and a recognition of a new liability, and the difference
between the respective carrying amounts is recognised in profit or loss.
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3.12

3.13

3.14

Investments and other financial instruments (continued)
Offsetting of financial instruments

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

Cash and cash equivalents

For the purpose of the consolidated statement of cash flows, cash and cash equivalents comprise cash
on hand and demand deposits, and short-term highly liquid investments that are readily convertible
into known amounts of cash, are subject to an insignificant risk of changes in value, and have a short
maturity of generally within three months when acquired and form an integral part of the Group's cash
management.

For the purpose of the consolidated statement of financial position, cash and cash equivalents comprise
cash on hand and at banks, including term deposits, and assets similar in nature to cash, which are not
restricted as to use.

Taxation

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

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

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

Deferred tax liabilities are recognised for taxable temporary differences associated with investments in
subsidiaries and associates, and interests in joint ventures, except where the Group is able to control
the reversal of the temporary difference and it is probable that the temporary difference will not reverse
in the foreseeable future. Deferred tax assets arising from deductible temporary differences associated
with such investments and interests are only recognised to the extent that it is probable that there will
be sufficient taxable profits against which to utilise the benefits of the temporary differences and they
are expected to reverse in the foreseeable future.
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AND MATERIAL ACCOUNTING POLICY INFORMATION (continued)

3.14 Taxation (continued)

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

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

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

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

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

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

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

Current and deferred tax are recognised in profit or loss, except when they relate to items that are
recognised in other comprehensive income or directly in equity, in which case, the current and deferred
tax are also recognised in other comprehensive income or directly in equity respectively. Where
current tax or deferred tax arises from the initial accounting for a business combination, the tax effect is
included in the accounting for the business combination.
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3.15

3.16

Government grants

Government grants are recognised at their fair value where there is reasonable assurance that the
grant will be received and all attaching conditions will be complied with. When the grant relates to an
expense item, it is recognised as income on a systematic basis over the periods that the costs, for which
it is intended to compensate, are expensed.

Revenue recognition
Revenue from contracts with customers

The Group is mainly involved the business of providing travel-related products and services. Revenue
from contracts with customers is recognised when control of the products and services is transferred to
the customer at an amount that reflects the consideration to which the Group expects to be entitled in
exchange for those products and services.

The disclosure of significant accounting judgement relating to revenue from contracts with customers is
provided in note 4 to the financial statements.

Sale of travel-related products and services:

()  Revenue from the sale of package tours is recognised over time because the package is
simultaneously received and consumed by the customer when the Group performs. The revenue is
recognised based on the actual service provided to the end of the year as a proportion of the total
services to be provided. This is determined based on the day spent at the destination relative to
the total number of tour days.

(i) When the Group is acting as a principal in the sale of FIT products (such as air tickets and hotel
rooms), the revenue from the sale of FIT products is recorded on the gross basis and is recognised
at the point in time when the products are sold to the customers.

(iiiy  When the Group is acting as an agent in the sale of FIT products, the margin income from the sale
of FIT products is recognised at the point in time when the services have been rendered.

(iv) Income from the sale of ancillary travel-related products and services (such as visa application
processing, admission tickets to tourist attractions and arranging the purchase of travel insurance
for customers), except for income from conferencing services, is recognised when the services are
provided to customers.

(v} Income from the provision of conferencing services is recognised over time because of continuous
transfer of control to the customer. The revenue is recognised based on the actual service

provided to the end of the reporting period as a proportion of the total services to be provided.

The Group does not provide any sales-related warranties. There is no right of return by customer under
the Group's standard contract terms.
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3.16

3.17

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

Information system development services:

Revenue from information system development services is generally recognised at the point in time
when control of the assets is transferred to the customers and customer acceptance is acquired.

The Group does not expect to have any contracts where the period between the transfer of the
promised goods or services to the customer and the payment by the customer exceeds one year. As a
consequence, the Group does not adjust any of the transaction prices for the time value of money.

Revenue from health products and information technology products

Revenue from sales of health products and information technology products are recognised at point
in time when the customer obtains control of the promised goods or services in the contract. If the
products are a partial fulfilment of a contract covering other goods and/or services, then the amount
of revenue recognised is an appropriate proportion of the total transaction price under the contract,
allocated between all the goods and services promised under the contract on a relative stand-alone
selling price basis.

Other income

Interest income is recognised on an accrual basis using the effective interest method by applying the
rate that exactly discounts the estimated future cash receipts over the expected life of the financial
instrument or a shorter period, when appropriate, to the net carrying amount of the financial asset.

Dividend income is recognised when the shareholders’ right to receive payment has been established,
it is probable that the economic benefits associated with the dividend will flow to the Group and the
amount of the dividend can be measured reliably.

Rental income is recognised on a time proportion basis over the lease terms.

Contract liabilities (included in “Advance from customers, other payables and accruals”)

A contract liability is recognised when a payment is received or a payment is due (whichever is earlier)
from a customer before the Group transfers the related goods or services. Contract liabilities are
recognised as revenue when the Group performs under the contract (i.e., transfers control of the related
products or services to the customer).

Borrowing costs

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.

Any specific borrowing that remain outstanding after the related asset is ready for its intended use
or sale is included in the general borrowing pool for calculation of capitalisation rate on general
borrowings. 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.

All other borrowing costs are recognised in profit or loss in the period in which they are incurred.

'\
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3.18 Employee benefits
Retirement benefit costs

Payments to the Group's Mandatory Provident Fund Scheme and other defined contribution retirement
benefit plans are recognised as an expense when employees have rendered service entitling them to
the contributions.

Short-term and other long-term employee benefits

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

A liability is recognised for benefits accruing to employees (such as wages and salaries, annual leave
and sick leave) after deducting any amount already paid.

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

3.19 Share-based payments
Shares options granted to employees

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

The fair value of the equity-settled share-based payments determined at the grant date without
taking into consideration all non-market vesting conditions is expensed on a straight-line basis over
the vesting period, based on the Group's estimate of equity instruments that will eventually vest, with
a corresponding increase in equity (share-based payments reserve). At the end of each reporting
period, the Group revises its estimate of the number of equity instruments expected to vest based on
assessment of all relevant non-market vesting conditions. The impact of the revision of the original
estimates, if any, is recognised in profit or loss such that the cumulative expense reflects the revised
estimate, with a corresponding adjustment to the share -based payments reserve. For shares options
that vest immediately at the date of grant, the fair value of the shares/share options granted is
expensed immediately to profit or loss.

When share options are exercised, the amount previously recognised in share-based payments reserve
will be transferred to share capital and share premium. When the share options are lapsed after the
vesting date or are still not exercised at the expiry date, the amount previously recognised in share-
based payments reserve will be transferred to accumulated losses.

When shares granted are vested, the amount previously recognised in share-based payments reserve
will be transferred to share capital and share premium.

Feiyang International Holdings Group Limited / Annual Report 2025 155



NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 31 December 2025

3. BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL STATEMENTS

156

AND MATERIAL ACCOUNTING POLICY INFORMATION (continued)

3.20 Foreign currencies

The financial statements are presented in RMB because the Group's principal operations are carried
out in Mainland China. The functional currency of the Company and certain subsidiaries incorporated
outside Mainland China is HKD and the functional currency of the subsidiaries established in Mainland
China is RMB, which is the currency of the primary economic environment in which those entities
operate. Each entity in the Group determines its own functional currency and items included in the
financial statements of each entity are measured using that functional currency. Foreign currency
transactions recorded by the entities in the Group are initially recorded using their respective functional
currency rates prevailing at the dates of the transactions. Monetary assets and liabilities denominated
in foreign currencies are translated at the functional currency rates of exchange ruling at the end of the
reporting period. Differences arising on settlement or translation of monetary items are recognised in
profit or loss.

Non-monetary items that are measured in terms of historical cost in a foreign currency are translated
using the exchange rates at the dates of the initial transactions. Non-monetary items measured at
fair value in a foreign currency are translated using the exchange rates at the date when the fair value
was measured. The gain or loss arising on translation of a non-monetary item measured at fair value is
treated in line with the recognition of the gain or loss on change in fair value of the item (i.e., translation
difference on the item whose fair value gain or loss is recognised in other comprehensive income or
profit or loss is also recognised in other comprehensive income or profit or loss, respectively).

In determining the exchange rate on initial recognition of the related asset, expense or income on the
derecognition of a non-monetary asset or non-monetary liability relating to an advance consideration,
the date of initial transaction is the date on which the Group initially recognises the non-monetary
asset or non-monetary liability arising from the advance consideration. If there are multiple payments
or receipts in advance, the Group determines the transaction date for each payment or receipt of the
advance consideration.

As at the end of the reporting period, the assets and liabilities of these entities are translated into
Renminbi at the exchange rates prevailing at the end of the reporting period and their profit or loss are
translated into Renminbi at the exchange rates that approximate to those prevailing at the dates of the
transactions.

The resulting exchange differences are recognised in other comprehensive income and accumulated

in the exchange fluctuation reserve. On disposal of a foreign operation, the component of other
comprehensive income relating to that particular foreign operation is recognised in profit or loss.
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CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF
ESTIMATION UNCERTAINTY

In the application of the Group's accounting policies, which are described in note 3, the directors of the
Company are required to make judgements, estimates and assumptions about the carrying amounts of assets
and liabilities that are not readily apparent from other sources. The estimates and underlying assumptions
are based on historical experience and other factors that are considered to be relevant. Actual results may
differ from these estimates.

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

Critical judgements in applying accounting policies

The following are the critical judgements, apart from those involving estimations, that the directors of the
Company have made in the process of applying the Group’s accounting policies and that have the most
significant effect on the amounts recognised in the consolidated financial statements.

Structured Contracts

The PRC Operating Entities (referred to note 1 to the consolidated financial statements) are engaged in the
outbound travel business and air ticketing business. Under the PRC laws and regulations, foreign investors
are prohibited or restricted to invest in such business.

The Group exercises control over the PRC Operating Entities and enjoys substantially all economic benefits
of the PRC Operating Entities through the Structured Contracts.

The Group does not have any equity interests in the PRC Operating Entities. However, as a result of the
Structured Contracts, the Company has power over the relevant authorities of the PRC Operating Entities,
has exposure to variable returns from its involvement with the PRC Operating Entities and has the ability to
affect those returns through its power over the PRC Operating Entities and is therefore considered to have
control over them. Consequently, the Company regards the PRC Operating Entities as indirect subsidiaries.
The Company has consolidated the financial position and results of the PRC Operating Entities in the
financial statements during the reporting period.

Principal versus agent

Determining whether revenue of the Group should be reported gross or net is based on a continuing
assessment of various factors. When determining whether the Group is acting as the principal or agent in
offering goods or services to the customer, the Group needs to first identify who controls the specified goods
or services before they are transferred to the customer. The Group is a principal that obtains control of any of
the following: (i) a good or another asset from the other party that the Group then transfers to the customer;
(i) a right to a service to be performed by the other party, which gives the Group the ability to direct that
party to provide the service to the customer on the Group's behalf; (iii) a good or service from the other party
that the Group then combines with other goods or services in providing the specified good or service to the
customer. If control is unclear, when the Group is primarily obligated in a transaction, is subject to inventory
risk, has latitude in establishing prices and selecting suppliers and customers, the Group records revenues on
a gross basis. Otherwise, the Group records the net amount earned as commissions from products sold or
services provided.
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CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF
ESTIMATION UNCERTAINTY (continued)

Critical judgements in applying accounting policies (continued)
Principal versus agent (continued)

The Group's management performs the assessment of control and reaches the conclusion that the Group
acts as a principal in the provision of package tour services, conferencing services and sale of FIT products
since the Group controls the services and subject to inventory risk before they are transferred to the
customers. The Group acts as an agent in the margin income from the sale of FIT products since the Group
does not obtain control over the services performed by the airline companies, hotels, tourist attractions
and the relevant government authorities for visa application processing services. Accordingly, the Group
recognises revenue from the provision of package tour services, conferencing services and the sale of FIT
products on a gross basis and recognises the margin income from the sale of FIT products and ancillary
travel-related products and services except for conferencing services on a net basis.

Key sources of estimation uncertainty

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

Provision for expected credit losses on trade and deposits and other receivables

The Group uses a provision matrix to calculate ECLs for trade receivables. The provision rates are based on
days past due for groups of various customer segments that have similar loss patterns.

The provision matrix is initially based on the Group's historical observed default rates. The Group will
calibrate the matrix to adjust the historical credit loss experience with forward-looking information such as
purchasing managers’ index. For instance, if forecast economic conditions are expected to deteriorate over
the next year which can lead to an increased number of defaults, the historical default rates are adjusted. At
every reporting date, the historical observed default rates are updated and changes in the forward-looking
estimates are analysed.

The assessment of the correlation between historical observed default rates, forecast economic conditions
and ECLs is a significant estimate. The amount of ECLs is sensitive to changes in circumstances and of
forecast economic conditions. The Group's historical credit loss experience and forecast of economic
conditions may also not be representative of a customer’s actual default in the future. The provision for
impairment of trade receivables at 31 December 2025 was RMB83,234,000 (2024: RMB67,148,000), details of
which are set out in note 21 to the consolidated financial statements.

Provision for impairment on deposits and 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 receivable has occurred since
initial recognition, then impairment is measured as lifetime expected credit losses. In assessing the expected
credit loss of deposits and other receivables, management considers various factors such as the ageing
of the balances, existence of disputes, recent historical payment patterns, any other available information
concerning the creditworthiness of counterparties and forward-looking information. Management uses this
information to determine whether a provision for impairment is required either for a specific counterparty or
for certain counterparties’ balances that have similar loss patterns overall. The provision for impairment of
other receivables at 31 December 2025 was RMB 124,983,000 (2024: RMB136,820,000), details of which are set
out in note 22 to the consolidated financial statements.
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CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF
ESTIMATION UNCERTAINTY (continued)

Key sources of estimation uncertainty (continued)
Impairment of long-lived assets

The Group assesses whether there are any indicators of impairment for all long-lived assets (including the
property, plant and equipment, right-of-use assets and intangible assets) at the end of each reporting period.
Other non-financial assets are tested for impairment when there are indicators that the carrying amounts
may not be recoverable. An impairment exists when the carrying value of an asset or a cash-generating unit
exceeds its recoverable amount, which is the higher of its fair value less costs of disposal and its value in use.
When value in use calculations are undertaken, management must estimate the expected future cash flows
from the asset or cash-generating unit based on key assumptions such as the budgeted revenue, budgeted
gross margins, the growth rate and overall market and economic conditions, and choose a suitable discount
rate in order to calculate the present value of those cash flows. The carrying amounts of property, plant and
equipment, right-of-use assets and intangible assets at the end of the reporting period are disclosed in notes
14, 16(a) and 17, respectively, to the consolidated financial statements.

Estimation of fair value of investment properties

Investment properties carried at fair value were revalued at the end of each reporting period based on the
appraised market value provided by independent professional valuers. Such valuations were based on certain
assumptions, which are subject to uncertainty and might materially differ from the actual results. In making
the estimation, the Group considers information from current prices in an active market for similar properties
and uses assumptions that are mainly based on market conditions existing at the end of each reporting
period.

The principal assumptions for the Group's estimation of the fair value include those related to estimated
rental values with reference to the current market rents for similar properties in the same location and
condition and appropriate capitalisation rates. The carrying amount of investment properties at 31 December
2025 was RMB6,548,000 (2024: RMB6,591,000). Further details, including the key assumptions used for fair
value measurement and a sensitivity analysis, are set out in note 15 to the consolidated financial statements.

Net realisable value of inventories

Net realisable value of inventories is the estimated selling price in the ordinary course of business, less
estimated costs of completion and distribution expenses. These estimates are based on the current market
condition and historical experience of selling products of similar nature. It could change significantly as a
result of competitor actions in response to changes in market conditions. Management reassesses these
estimations at the end of the reporting period to ensure inventories are recognised at the lower of cost and
net realisable value.
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CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF
ESTIMATION UNCERTAINTY (continued)

Key sources of estimation uncertainty (continued)
Leases — Estimating the incremental borrowing rate

The Group cannot readily determine the interest rate implicit in a lease, and therefore, it uses an incremental
borrowing rate (“IBR”) to measure lease liabilities. The IBR is the rate of interest that the Group would have
to pay to borrow over a similar term, and with a similar security, the funds necessary to obtain an asset of
a similar value to the right-of-use asset in a similar economic environment. The IBR therefore reflects what
the Group “would have to pay”, which requires estimation when no observable rates are available (such as
for subsidiaries that do not enter into financing transactions) or when it needs to be adjusted to reflect the
terms and conditions of the lease (for example, when leases are not in the subsidiary’s functional currency).
The Group estimates the IBR using observable inputs (such as market interest rates) when available and is
required to make certain entity-specific estimates (such as the subsidiary’s stand-alone credit rating).

OPERATING SEGMENT INFORMATION

The Group's chief operating decision makers are the executive directors of the Company. The information
reported to the Company’s executive directors, for the purpose of resource allocation and assessment of
performance, does not contain discrete operating segment financial information and the executive directors
review the financial results of the Group as a whole.

Geographical information

The Group's operations are located in the Mainland China and Hong Kong.

Revenue from external customers are allocated based on the geographical areas in which the customers are
located.
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5. OPERATING SEGMENT INFORMATION (continued)
Geographical information (continued)

An analysis of the Group's revenue from external customers and non-current assets (excluding financial
assets) by geographical location are as follows:

Revenue from

external customers Non-current Assets
Year ended As at
31/12/2025 31/12/2024 31/12/2025 31/12/2024
RMB’000 RMB’000 RMB’000 RMB’000
Mainland China 781,735 698,113 15,565 19,733
Hong Kong 1,357 17,755 2,902 30,918
783,092 715,868 18,467 50,651

Information about major customers

There were no customers that contributed more than 10% of the Group’s revenue for the years ended 31
December 2025 and 31 December 2024.
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6. REVENUE, OTHER INCOME AND GAINS

Revenue represents the consideration to which the Group expects to be entitled in exchange for products
and services sold during the year.

An analysis of revenue, other income and gains is as follows:

2025 2024
RMB'000 RMB’000
Revenue
Revenue from contracts with customers
Sales of package tours — Domestic 382,520 289,075
Gross revenue from the sales of FIT products 386,205 397,529
Margin income from sales of FIT products 7,093 6,999
Information system development services 868 671
Sales of ancillary travel-related products and services 5,048 5,166
Sales of health products 1,358 16,300
783,092 715,740
Revenue from other sources
Finance lease income - 128
783,092 715,868
Other income
Bank interest income 526 642
Government grants (note (3)) 314 1,357
Rental income 400 400
Other interest income 328 172
Sundry income (note (4)) 7,645 2,131
Compensation income on profit guarantee arrangement (note (5)) - 30,240
9,213 34,942
Gains, net
Foreign exchange gains, net 2 28
Changes in fair value of investment properties - 5
Fair value gains on unlisted fund investments 31 -
Fair value gain on listed equity securities 7 -
Gain on termination of leases 334 -
Gain on disposal on property, plant and equipment 15,748 -
16,122 33
Total other income and gains 25,335 34,975
o
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6. REVENUE, OTHER INCOME AND GAINS (continued)

Notes:

m

®)

The Group derives revenue from the transfer of products and services over time and at a point in time in the following major
product lines:

2025 2024
RMB’000 RMB’000
Timing of revenue recognition within the scope
of HKFRS 15
Over time:
— Sales of package tours 382,520 289,075
— Information system development services 868 671
383,388 289,746
At a point in time:
— Gross revenue from the sales of FIT products 386,205 397,529
— Margin income from the sales of FIT products 7,093 6,999
— Sales of ancillary travel-related products and services 5,048 5,166
— Sales of health products 1,358 16,300
399,704 425,994
783,092 715,740
Contract liabilities
2025 2024
RMB’000 RMB’'000
At 1 January 78,725 102,210
At 31 December* 127,542 78,725

*

Included in “Contract liabilities, other payables and accruals” in the consolidated statement of financial position.

(i) Significant changes in contract liabilities
Contract liabilities represent the obligations to transfer products and services to a counterparty for which the Group has
received consideration. The changes in the contract liabilities are mainly attributable to the receipt of advances from
customers and the recognition of revenue when fulfilling the performance obligations.

(ii) Revenue recognised in relation to contract liabilities
Revenue recognised during the year ended 31 December 2025 related to the contract liability balance at beginning of the
year amounting to RMB73,768,000 (2024: RMB98,427,000).

(iii)  Unsatisfied performance obligations
At 31 December 2025 and 2024, the remaining performance obligations (unsatisfied or partially unsatisfied) were expected
to be recognised within one year. As permitted under HKFRS 15, the transaction price allocated to these unsatisfied
performance obligations is not disclosed.

There are no unfulfilled conditions or contingences relating to the grants.
In previous years, the Group had some unresolved legal case relating to contract dispute with suppliers. During the current year,
the PRC courts ruled in favour of the Group and to the extent RMB5,259,000 (2024: RMB826,000) was refunded to the Group which

was included in sundry income.

During the current year, the Group recognised compensation income from profit guarantee arrangement in relation to the
acquisition of subsidiaries in prior year, which amounted to RMBNil (2024: RMB30,240,000).
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LOSS BEFORE INCOME TAX

The Group's loss before income tax is arrived at after charging/(crediting):

2025 2024
RMB’000 RMB’000
Cost of services provided 728,767 649,434
Depreciation of property, plant and equipment 4,498 11,155
Depreciation of right-of-use assets 3,145 5,127
Amortisation of intangible assets 1,054 1,051
Lease expenses relating to short-term leases 222 1,697
Auditor’s remuneration
— audit service 1,060 1,150
— non-audit service 150 150
Impairment of trade receivables recognised/(reversed) 17,284 (12,986)
Impairment of financial assets included in prepayments,
deposits and other receivables recognised 15,289 57,829
Impairment of finance lease receivables recognised - 5,580
Impairment loss of property, plant and equipment (note (1)) - 172
Fair value (gain)/loss on unlisted fund investments (note (1)) (31) 46
Fair value gain on listed equity securities (note (1)) (7) -
Realised loss/(gain) on listed equity securities (note (1)) - 247
Changes in fair value of investment properties (note (1)) 43 (5)
Written off of prepayments (note (1)) - 3,414
(Gain)/loss on termination of lease (note (1)) (334) 31
Loss on disposal of subsidiaries (note (1)) 4,236 -
Loss on disposal on associates (note (1)) - 1,171
Employee benefit expense (excluding directors’ and
the chief executive’s remuneration):
Wages and salaries 25,570 28,065
Pension scheme contributions (note (2)) 1,960 3,386
Equity-settled share-based payments 2,314 633
Staff welfare expenses 2,879 1,514
32,723 33,598
Notes:
(1) The above expenses are included in other expenses presented in the consolidated statement of profit or loss and other

comprehensive income excluding gains on fair value changes on investment properties and listed equity securities presented in
other income and gains.

2) As at 31 December 2025, the Group had no forfeited contributions available to reduce its contributions to the pension schemes in
future years (2024: Nil).

.
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8. FINANCE COSTS

2025 2024

RMB’'000 RMB'000

Interest on bank loans and other loan 8,421 9,143

Interest on lease liabilities 348 524

Interest on bills payable - 282
Total interest expenses on financial liabilities not at fair value

through profit or loss 8,769 9,949

9. DIRECTORS’ AND CHIEF EXECUTIVE'S REMUNERATION

Directors’ and chief executive's remuneration for the year, disclosed pursuant to the Rules Governing the
Listing of Securities on the Stock Exchange, section 383(1)(a), (b), (c) and (f) of the Hong Kong Companies
Ordinance and Part 2 of the Companies (Disclosure of Information about Benefits of Directors) Regulation, is

as follows:

2025 2024
RMB’000 RMB’000
Fees 180 180

Other emoluments:
Salaries, allowances and benefits in kind 1,150 842
Equity-settled share-based payments 139 138
Pension scheme contributions 19 15
1,488 1,175

(a) Independent non-executive directors

The fees paid to independent non-executive directors during the year were as follows:

2025 2024

RMB’000 RMB’000

Mr. Li Huamin 60 60
Mr. Yi Ling (note (iv)) - 40
Ms. Yuan Shaoying (note (iv)) 60 20
Ms. Zhao Caihong 60 60
180 180

There were no other emoluments payable to the independent non-executive directors during the year
(2024: Nil).
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9. DIRECTORS’ AND CHIEF EXECUTIVE'S REMUNERATION (continued)

(b) Non-executive director

166

(c)

2025

Mr. Shen Yang (note (iii)

Fees
RMB'000

Salaries,
allowances

and benefits
in kind
RMB’000

Equity
settled
share-based
payments
RMB'000

Pension
scheme
contributions
RMB’000

Total
RMB’000

2024

Mr. Shen Yang (note (iii))

Executive directors

Salaries, Equity
allowances settled Pension
and benefits  share-based scheme
Fees in kind payments contributions Total
RMB'000 RMB’000 RMB'000 RMB’000 RMB’000
2025

Executive directors:
Mr. He Binfeng (note (i)) - 415 - 5 420
Mr. Li Jieming (note (iii) - 199 - 1 200
Mr. Xiong Di - 286 - 5 291
Mr. Wu Bin (note (ii)) - 122 - 5 127
Mr. Huang Yu - 46 139 3 188
Mr. Yan Haiguo (note (ii)) - - - - -
Ms. Chen Huiling - 82 - - 82
- 1,150 139 19 1,308

2024

Executive directors:
Mr. He Binfeng (note (i) - 369 - 4 373
Mr. Li Jieming (note (iii)) - - - - -
Mr. Xiong Di - 247 - 4 251
Mr. Wu Bin (note (ii)) - 160 - 4 164
Mr. Huang Yu - 66 138 3 207
Mr. Yan Haiguo (note (ii)) - - - - -
Ms. Chen Huiling - - - - -
- 842 138 15 995
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9. DIRECTORS’ AND CHIEF EXECUTIVE'S REMUNERATION (continued)

(c) Executive directors (continued)

Notes:
(i) Mr. He Binfeng is also the joint chief executive officer of the Company.

(if) On 23 December 2025, the board of directors of the Company approved the resignation of Mr. Wu Bin as an executive
director, and appointed Mr. Yan Haiguo as an executive director.

(i) On 29 August 2025, the board of directors of the Company approved the resignation of Mr. Shen Yang as an non-executive
director, and appointed Mr. Li Jieming as an executive director and a joint chief executive officer.

(iv)  On 26 August 2024, the board of directors of the Company approved the resignation of Mr. Yi Ling as an independent non-
executive director, and appointed Ms. Yuan Shaoying as an independent non-executive director.

There was no arrangement under which a director waived or agreed to waive any remuneration during
the year (2024 nil).

10. FIVE HIGHEST PAID EMPLOYEES

The five highest paid employees during the year included one director (2024: Nil), which being the chief
executive, details of whose remuneration are set out in note 9 above. Details of the remuneration for the year
of the remaining four (2024: five) highest paid employees who are neither a director nor chief executive of the
Company are as follows:

2025 2024

RMB’000 RMB'000

Salaries, allowances and benefits in kind 1,625 1,631
Pension scheme contributions 36 60
1,661 1,691

The number of non-director and non-chief executive highest paid employees whose remuneration fell within
the following band is as follows:

2025 2024

Nil to HK$1,000,000 3 4

During the years ended 31 December 2025 and 2024, no emoluments were paid by the Group to the
directors or the five highest paid individuals of the Group as an inducements to join or upon joining the
Group or as compensation for loss of office.

11. INCOME TAX EXPENSES

The Group is subject to income tax on an entity basis on profits arising in or derived from the jurisdictions in
which the members of the Group are domiciled and operate.

Pursuant to the rules and regulations of the Cayman Islands and the British Virgin Islands, the Group is not
subject to any income tax in the Cayman Islands and British Virgin Islands.
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11.

168

INCOME TAX EXPENSES (continued)

Pursuant to the relevant tax law of the Hong Kong Special Administrative Region, Hong Kong profits tax has
been provided at the rate of 16.5% (2024: 16.5%) on the estimated assessable profits arising in Hong Kong
during the year. No provision for income tax has been made as the Group did not generate any assessable
profits in Hong Kong during the year (2024: Nil).

During the year, except for one subsidiary of the Group which was entitled to a preferential income tax rate
of 20% (2024: 20%) for small and micro enterprises with the first RMB1.0 million of annual taxable income
eligible for a 75% tax reduction and the income between RMB1.0 million and RMB3.0 million eligible for a
50% tax reduction, the provision for Mainland China current income tax is based on the statutory rate of 25%
(2024: 25%) of the assessable profits of the subsidiaries of Mainland China as determined in accordance with
the Corporate Income Tax Law.

The income tax expenses of the Group is analysed as follows:

2025 2024

RMB’000 RMB’000

Under-provided in prior year — Mainland China 325 341
Deferred tax charged/(credited) 95 24
420 365

A reconciliation of the income tax expenses applicable to loss before income tax at the statutory rate in
Mainland China to the tax expense at the effective tax rate are as follows:

2025 2024
RMB’'000 RMB'000
Loss before tax (30,132) (54,465)
Tax at the statutory tax rate of 25% in Mainland China (7,533) (13,616)
Lower tax rates enacted by local tax authorities 17 2,638
Expenses not deductible for tax 3,811 12,731
Income not subject to tax (2,905) (8,300)
Losses attributable to associates - 22
Tax losses utilised from previous periods - (96)
Temporary differences and tax losses not recognised 6,705 6,645
Tax under-provided in prior year 325 341
Tax charge at the Group's effective tax rate 420 365
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12. DIVIDENDS

The directors of the Company do not recommend payment of a dividend in respect of the year ended 31
December 2025 (2024: Nil).

13. LOSS PER SHARE

(a)

(b)

Basic loss per share

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

2025 2024

Loss for the purpose of basic loss per share
Loss for the year attributable to owners of the
Company (in RMB'000) (39,139) (42,046)

Number of shares for the purpose of basic loss per share
Weighted average number of ordinary shares in issue
during the year ('000) 890,354 832,000

Basic loss per share (in RMB cent) (4.40) (5.05)

Diluted loss per share

No diluted loss per share for the years ended 31 December 2025 and 31 December 2024 is presented
as the effects arising from exercise of the Company'’s share options granted are anti-dilutive.
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14. PROPERTY, PLANT AND EQUIPMENT

Computer Motor
and office vehicles Leasehold

equipment and yacht improvements
RMB'000 RMB'000 RMB'000

31 December 2025
At 1 January 2025:

Cost 43,470 9,735 15,965 69,170
Accumulated depreciation (21,730) (6,490) (11,546) (39,766)
Carrying amount 21,740 3,245 4,419 29,404
At 1 January 2025, carrying amount 21,740 3,245 4,419 29,404
Additions 108 - 191 299
Depreciation provided during the year (2,233) (440) (1,825) (4,498)
Disposals (19,120) (336) - (19,456)
Exchange realignment (227) (49) - (276)
At 31 December 2025, carrying amount 268 2,420 2,785 5,473
At 31 December 2025:
Cost 3,125 8,914 16,156 28,195
Accumulated depreciation and impairment (2,857) (6,494) (13,371) (22,722)
Carrying amount 268 2,420 2,785 5,473

31 December 2024
At 1 January 2024:

Cost 42,298 9,017 15,777 67,092
Accumulated depreciation (12,969) (5,138) (9,793) (27,900)
Carrying amount 29,329 3,879 5,984 39,192
At 1 January 2024, carrying amount 29,329 3,879 5,984 39,192
Additions 303 600 188 1,091
Depreciation provided during the year (8,239) (1,163) (1,753) (11,155)
Impairment loss recognised in profit or loss (172) - - (172)
Exchange realignment 519 (71 - 448
At 31 December 2024, carrying amount 21,740 3,245 4,419 29,404
At 31 December 2024:
Cost 43,470 9,735 15,965 69,170
Accumulated depreciation and impairment (21,730) (6,490) (11,546) (39,766)
Carrying amount 21,740 3,245 4,419 29,404
Note:

As at 31 December 2025, the Group’s management conducted an impairment assessment of items of property, plant and equipment and
estimated the corresponding recoverable amount. Based on these estimates, an impairment loss of the computer equipment of RMBNil (2024:
RMB172,000) was recognised to write down the carrying amounts of the computer equipment to their recoverable amount. The recoverable
amount of the items of property, plant and equipment have been determined based on their fair value less costs of disposal. The Group uses
direct comparison to estimate the fair value less costs of disposal of the assets which is based on the recent transaction prices for similar assets
for nature and conditions of computer equipment. The fair value measurement is categorised into Level 2 fair value hierarchy. There were no
transfers into or out of Level 3 during the year.
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15. INVESTMENT PROPERTIES

2025 2024

RMB’'000 RMB'000

Carrying amount at 1 January 6,591 6,586
Changes in fair value recognised in profit or loss (43) 5
Carrying amount at 31 December 6,548 6,591

The Group's investment properties consist of office units located in Mainland China held to earn rentals.

The Group's investment properties were pledged to secure general banking facilities granted to the Group
(note 28).

As at 31 December 2025 and 2024, the Group's investment properties were revalued based on valuations

performed by Ningbo Gongping Real Estate Land Valuation Advisory Limited (Z)EAF & EFAHBRAF),
an independent professionally qualified valuer.

Fair value hierarchy

The recurring fair value measurement hierarchy of the Group's investment properties is under Level 3 as the
valuation requires significant unobservable inputs.

During the year, there were no transfers of fair value measurements between Level 1 and Level 2 and no
transfers into or out of Level 3 (2024: Nil).

Set out below is a summary of the key inputs to the “Income method” valuation technique of investment
properties:

At 31 December 2025:

Significant unobservable input Rates of unobservable inputs

Estimated rental value RMB71.3 per square metre per month

Discount rate 4.0%
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INVESTMENT PROPERTIES (continued)

Fair value hierarchy (continued)
At 31 December 2024:

Significant unobservable input Rates of unobservable inputs

Estimated rental value RMB71.9 per square metre per month
Discount rate 4.1%

Estimated rental value are estimated based on the independent valuer’s view of recent renting transactions
within the subject properties and other comparable properties. A significant increase/(decrease) in the
estimated rental value in isolation would result in a significant increase/(decrease) in the fair value of the
investment properties. A significant increase/(decrease) in the discount rate in isolation would result in a
significant decrease/(increase) in the fair value of the investment properties. Generally, a change in the
assumption made for the estimated rental value is accompanied by a directionally similar change in the term
yield.

LEASES

The Group as a lessee

The Group has lease contracts for various items of office units used in its operations. Leases of office units
generally have lease terms between 2 to 10 years. Other office units generally have lease terms of 12 months
or less. Generally, the Group is restricted from assigning and subleasing the leased assets outside the Group.

(a) Right-of-use assets

The carrying amount of the Group's right-of-use assets and the movements during the year are as

follows:
Office units
RMB’000

As at 1 January 2024 11,516

Additions 1,815

Depreciation charges (5,127)
Termination of lease (438)
Exchange realignment 48
As at 31 December 2024 and 1 January 2025 7,814
Additions 184
Depreciation charges (3,145)
Termination of lease (654)
Exchange realignment (18)
As at 31 December 2025 4,181

Feiyang International Holdings Group Limited / Annual Report 2025




NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 31 December 2025

16. LEASES (continued)

The Group as a lessee (continued)
(b) Lease liabilities

The carrying amount of lease liabilities and the movements during the year are as follows:

2025 2024
RMB’000 RMB’000
As at 1 January 9,244 13,042
New leases 184 1,805
Accretion of interest recognised during the year 348 524
Termination of lease (998) (407)
Payments (3,531) (5,767)
Exchange realignment (17) 47
As at 31 December 5,230 9,244
Analysed into:
Current portion 3,054 4,543
Non-current portion 2,176 4,701
5,230 9,244

(c) The amounts recognised in consolidated statement of profit or loss in relation to leases are as

follows:
2025 2024
RMB’000 RMB'000
Interest on lease liabilities 348 524
Depreciation charge of right-of-use assets 3,145 5127
(Gain)/loss on termination of lease (334) 31
Expense relating to short-term leases 222 1,697
Total amount recognised in consolidated statement of profit or loss 3,381 7,379
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16. LEASES (continued)

The Group as a lessor
The Group leased its investment properties to a third party under operating leases during the year. Rental
income recognised by the Group during the year was RMB400,000 (2024: RMB400,000).

At 31 December 2025, the Group had total undiscounted minimum lease payments receivable by the Group
in future periods under non-cancellable operating leases with its tenants falling due are as follows:

2025 2024
RMB’000 RMB’000
Within one year 400 400
After one year but within two years 412 400
After two year but within three years 412 412
After three year but within four years 412 412
Over four years 412 824
2,048 2,448
17. INTANGIBLE ASSETS
Softwares
2025 2024
RMB’000 RMB'000
Cost at beginning of year, net of accumulated amortisation 1,598 2,607
Amortisation provided during the year (1,054) (1,051)
Exchange realignment (24) 42
At end of year 520 1,598
At end of year:
Cost 3,212 3,291
Accumulated amortisation (2,692) (1,693)
Carrying amount 520 1,598
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18. INVESTMENTS IN ASSOCIATES

2025 2024
RMB’000 RMB’000

Share of net assets 1,295 1,076

Particulars of the material associates are as follows:

Percentage of
Place of ownership
Particulars of incorporation/ interest

issued registration and attributable to
shares held business the Group  Principal activities

2025 2024

Ningbo Yinjiang Feiyang Cultural Ordinary shares  PRC/Mainland China - - Tourism development
Tourism Development Co., Ltd.
ERETIRG KRR ER AT
(Note (i)

Zhejiang Ninglv Feiyang Cultural Ordinary shares ~ PRC/Mainland China  26.01%  26.01% Tourism development
Tourism Development Co., Ltd.

AT B RG RERER AR

Zhejiang Yangkai Intelligent Ordinary shares ~ PRC/Mainland China - ~ Information
Technology Co., Ltd. (Note (ii)) Technology
HIHHE BRI AR AR Services

Techtown Innovation Limited Issued ordinary ~ Hong Kong 24% 24% Inactive
BRI AR AR share capital

Xinjiang Culture and Tourism Tianhe ~ Ordinary PRC/Mainland China - 24.6% Tourism development

Aviation Services Co., Ltd

BRI Z R BR AR

Anhui Feiyang Aviation Operations ~ Ordinary PRC/Mainland China 30% 30% Tourism development

Development Co., Ltd
CHREMEBERREERLA

East Sea International SDN. BHD. Issued ordinary ~ Malaysia 20% - Investment consultancy
shares services
HERBRAFBAERERAR Ordinary shares ~ PRC/Mainland China ~ 20% ~ Investment consultancy
services
RERERCDD) XL R BR AR Ordinary shares ~ PRC/Mainland China ~ 20% — Inactive

Feiyou Travel Card (Zhejiang)
Cultural Technology Co., Ltd.

Notes:

Ningbo Yinjiang Feiyang Cultural Tourism Development Co., Ltd, an associate of the Group was deregistered on 19 August 2024.

Zhejiang Yangkai Intelligent Technology Co., Ltd., an associate of the Group was disposed on 3rd July 2024.
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19. INTERESTS IN JOINT VENTURES

2025 2024
RMB’000 RMB’000
Investment in joint ventures under equity method 450 464

Details of each of the Group's material joint ventures at the end of the reporting period are as follows:

Proportion of  Proportion of

ownership ownership
interests and interests and
Place of Principal voting right voting right
incorporation/ place of held by the held by the Principal
registration business Group Group activities
2025 2024
Feiyang Shinto Innovation Hong Kong Hong Kong 50% 50% Inactive
Investment Management
Limited
RGHHEIFREER
BRE
20. INVENTORIES
2025 2024
RMB’'000 RMB’000
Finished goods 6,626 4,543
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21. TRADE RECEIVABLES

2025 2024

RMB’000 RMB’000

Trade receivables, gross amount 147,283 155,796
Less: impairment losses recognised (83,234) (67,148)
64,049 88,648

The credit terms granted by the Group are generally up to two months, extending up to one year for certain
customers. The Group seeks to maintain strict control over its outstanding receivables and overdue balances
are reviewed regularly by senior management. The Group does not hold any collateral or other credit
enhancement over its trade receivable balances. Trade receivables are non-interest-bearing.

An ageing analysis of the trade receivables, gross amount as at the end of the reporting period, based on the
invoice date, is as follows:

2025 2024

RMB'000 RMB’000

1 to 60 days 31,270 67,448
61 to 180 days 2,631 543
181 to 365 days 818 17,070
1to 2 years 40,838 5,590
Over 2 years 71,726 65,145
147,283 155,796

The movements in provision for impairment of trade receivables are as follows:

2025 2024

RMB’000 RMB’000

At beginning of year 67,148 80,134
Impairment losses recognised/(reversed) 17,284 (12,986)
Exchange realignment (1,198) -
At end of year 83,234 67,148
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21. TRADE RECEIVABLES (continued)

The Group has applied the simplified approach to provide for expected credit losses, which permits the
use of the lifetime expected loss provision for all trade receivables. The Group overall considers the credit
risk characteristics and the days past due of each type of trade receivables to measure the expected credit
losses. The Group considers the historical loss rate and adjusts for forward-looking macroeconomic data in
calculating the expected credit loss rate. The expected losses were determined according to the provision
matrix as follows:

As at 31 December 2025
Expected

Amount Expected loss credit losses
RMB’000 rate RMB’000

Trade receivables aged:

Less than 1 year 34,719 3.24% 1,112
Between 1 and 2 years 40,838 25.5% 10,396
Over 2 years 71,726 100% 71,726

147,283 83,234

As at 31 December 2024
Expected

Amount  Expected loss credit losses
RMB’'000 rate RMB’000

Trade receivables aged:

Less than 1 year 85,061 1.81% 1,543
Between 1 and 2 years 5,590 8.23% 460
Over 2 years 65,145 100% 65,145

155,796 67,148

As at 31 December 2025, RMBNIil (2024: RMB3,524,000) of the Group's trade receivables was pledged to
secure bank loans granted to the Group (note 28).
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22. PREPAYMENTS, DEPOSITS AND OTHER RECEIVABLES

2025 2024

RMB’000 RMB’000

Prepayments 148,590 125,735

Deposits and other receivables 267,651 224,757

Less: impairment losses recognised (124,983) (136,820)

142,668 87,937

Total 291,258 213,672
Analysed for reporting as:

Non-current assets 30,719 18,024

Current assets 260,539 195,648

291,258 213,672

Provision for 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 receivable has occurred since initial
recognition, then impairment is measured as lifetime expected credit losses. In assessing the expected
credit loss of deposits and other receivables, management considers various factors such as the ageing
of the balances, existence of disputes, recent historical payment patterns, any other available information
concerning the creditworthiness of counterparties and forward-looking information. Management uses this
information to determine whether a provision for impairment is required either for a specific counterparty or
for certain counterparties’ balances that have similar loss patterns overall.

Other receivables are unsecured and non-interest-bearing. For rental deposits and deposits to air ticket
suppliers included in “deposits and other receivables”, the balances are repayable according to the terms of
the deposit contracts. Except for the rental deposits and deposits to air ticket suppliers, the other receivables
are repayable on demand. As at 31 December 2025, the loss allowance was assessed to be RMB124,983,000
(2024: RMB136,820,000).
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22. PREPAYMENTS, DEPOSITS AND OTHER RECEIVABLES (continued)

The movements in gross carrying amounts for deposits and other receivables and interest receivables are as

follows:
12-month
ECLs Lifetime ECLs

Stage 1 Stage 2 Stage 3 Total

RMB'000 RMB’000 RMB’000 RMB’000
At 1 January 2024 66,519 36,450 65,128 168,097
Transfer to stage 2 - - - -
Transfer to stage 3 (286) (1,081) 1,367 —
Addition 36,674 30 52,998 89,702
Derecognised (17,982) (12,258) (2,802) (33,042)
At 31 December 2024 and 1 January 2025 84,925 23,141 116,691 224,757
Transfer to stage 2 (6,158) 6,160 (2) -
Transfer to stage 3 - - - -
Addition 73,733 32,755 27,612 134,100
Derecognised (10,791) (21,643) (22,985) (55,419)
Disposal of subsidiaries (8,067) - (27,720) (35,787)
At 31 December 2025 133,642 40,413 93,596 267,651

The movements in provision for impairment of deposits and other receivables and interest receivables are as

follows:
12-month
ECLs Lifetime ECLs

Stage 1 Stage 2 Stage 3 Total

RMB’000 RMB’000 RMB’000 RMB’000
At 1 January 2024 1,303 15,691 61,997 78,991
Impairment loss recognised, net 1,324 5,866 50,639 57,829
At 31 December 2024 and 1 January 2025 2,627 21,557 112,636 136,820
Impairment loss recognised, net 3,592 7,145 4,552 15,289
Disposal of subsidiaries (227) - (26,757) (26,984)
Exchange realignment (4) (138) - (142)
At 31 December 2025 5,988 28,564 90,431 124,983
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23. FINANCE LEASE RECEIVABLES

2025 2024
RMB’000 RMB'000
Minimum finance lease receivables
— Within one year - 2,109
— In the second year - 2,172
— In the third year - 1,855
Gross amount of finance lease receivables - 6,136
Less: Unearned finance lease income - (256)
Present value of minimum finance lease receivables - 5,880
Less: Loss allowance - (5,676)
Carrying amount of finance lease receivables - 204
2025 2024
RMB’000 RMB’000
Present value of minimum finance lease receivables
— Within one year - 1,963
— In the second year - 2,086
— In the third year - 1,831
Carrying amount of finance lease receivables - 5,880
2025 2024
RMB’000 RMB’000
Analysed as:
Non-current - 166
Current - 38
- 204

During the year, the Group continued to monitor the credit risk and recoverability of its finance lease
receivables in accordance with HKFRS 9. Certain lessees experienced prolonged payment defaults and
significant deterioration in their financial conditions. After performing a detailed credit assessment, including
a review of the expected recoverable value of the leased assets and the legal enforceability of collateral, the
Group determined that these finance lease receivables had become credit-impaired.

Having concluded that the Group had no reasonable expectation of recovering the outstanding contractual

cash flows, the relevant finance lease receivables, with an aggregate gross carrying amount of RMB5,880,000,
were written off during the year in accordance with the Group's accounting policy under HKFRS 9.
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FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

2025 2024

RMB’000 RMB’000

Listed equity securities (Note (a)) 11 3
Unlisted fund investments (Note (b)) 358 337
369 340

Note:

(@) The investments held-for-trading comprised equity securities listed in Hong Kong. As at 31 December 2025, carrying amount of
approximately HK$11,000 (2024: HK$4,000) were traded in active markets and their fair values are determined based on the quoted
market bid prices available on the respective stock exchanges in Hong Kong. Details of the fair value measurements are disclosed
in Note 39 to the consolidated financial statements.

(b)  The unlisted fund investment classified as financial assets at fair value through profit or loss represents investment in a fund which is

managed by a bank in the PRC. This investment fund provides the unguaranteed expected floating returns and may be realised in
cash one day after instruction is given to the bank.

CASH AND CASH EQUIVALENTS AND PLEDGED DEPOSITS

2025 2024
RMB’000 RMB’000
Cash and bank balances 37,389 36,688
Pledged deposits 33,242 3,042
70,631 39,730
Less: Pledged deposits:
Pledged for bank borrowings (note 28) (33,000) -
Pledged for letters of performance guarantee (200) (3,000)
Pledged for service quality* (42) (42)
Cash and cash equivalents 37,389 36,688
Denominated in:
RMB 31,747 35,601
HKD 5,642 1,086
usbh = 1
Cash and cash equivalents 37,389 36,688

X A guarantee deposit for the Group's tourism operation as required by the PRC government
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25.

26.

CASH AND CASH EQUIVALENTS AND PLEDGED DEPOSITS (continued)

The RMB is not freely convertible into other currencies. However, under Mainland China’s Foreign Exchange
Control Regulations and Administration of Settlement, Sale and Payment of Foreign Exchange Regulations,
the Group is permitted to exchange RMB for other currencies through banks authorised to conduct foreign
exchange business. The remittance of funds out of Mainland China is subject to exchange restrictions
imposed by the PRC government.

Cash at banks earns interest at floating rates based on daily bank deposit rates. Time deposits are made for
varying periods of between one day and thirty-six months, and earn interest at the respective time deposit
rates. The bank balances and pledged deposits are deposited with creditworthy banks with no recent history
of default.

The carrying amounts of the cash and cash equivalents approximate to their fair values.

TRADE PAYABLES

An ageing analysis of the trade payables as at the end of the reporting period, based on the invoice date, is
as follows:

2025 2024

RMB’000 RMB’000

1 to 60 days 16,055 19,198
61 to 180 days 11,123 10,925
181 to 365 days 443 301
Over 1 year 2,431 3,392
30,052 33,816

Trade payables are non-interest-bearing and are normally settled on 60-day terms.

Feiyang International Holdings Group Limited / Annual Report 2025 1 83



NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 31 December 2025

27.

28.
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CONTRACT LIABILITIES, OTHER PAYABLES AND ACCRUALS

2025 2024

RMB’000 RMB’000

Contract liabilities 127,542 78,725
Payroll payables 8,985 10,026
Accruals 2,033 3,645
Other payables 11,934 15,308
150,494 107,704

Other payables are non-interest-bearing and repayable on demand.

Contract liabilities of the Group, which are expected to be settled within the Group’s normal operating cycle,
are classified as current.

INTEREST-BEARING BANK AND OTHER BORROWINGS

Effective
interest rate Maturity 2025 2024
(%) RMB‘000 RMB’000
Current
Bank loans — secured 2.30-6.80 2026 218,915 -
Bank loans — secured 3.00-6.80 2025 - 197,460
218,915 197,460
Notes:
(a) The Group's bank loans are secured by (i) mortgages over the Group's investment properties situated in Mainland China with a net

carrying amount of RMB6,548,000 (2024: RMB6,591,000) (note 15), (i) the pledged of the Group's trade receivables amounted to
HK$NIl (2024: HK$3,524,000) (note 21) and (i) pledged bank deposits amounted to RMB33,000,000 (2024: RMBNil) (note 25).

(b) During the year ended 31 December 2025, the Controlling Shareholders have jointly guaranteed certain of the Group's banking
facilities of up to RMB202,410,000 (2024: RMB207,440,000).

(0 Mr. Zhang Dayi, the director of subsidiaries, and Ms. Zhang Xiaoshan, the spouse of Mr. Zhang Dayi, have jointly guaranteed certain
of the Group's banking facilities of up to RMB3,000,000 as at 31 December 2025 (2024: RMB49,000,000).
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29. DEFERRED TAX

The movements in deferred tax assets and deferred tax liabilities during the year are as follows:

2025

Deferred tax assets

Lease

liabilities

RMB’000

At 1 January 2025 2,310
Deferred tax charged to profit or loss during the year (note 11) (1,003)
Gross deferred tax assets at 31 December 2025 1,307

Deferred tax liabilities

Right-of-use

assets

RMB’000

At 1 January 2025 1,953
Deferred tax credited to profit or loss during the year (note 11) (908)
Gross deferred tax liabilities at 31 December 2025 1,045
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29. DEFERRED TAX (continued)
2024

Deferred tax assets

Lease

liabilities

RMB’000

At 1 January 2024 3,260
Deferred tax charged to profit or loss during the year (note 11) (950)
Gross deferred tax assets at 31 December 2024 2,310

Deferred tax liabilities

Right-of-use

assets

RMB’000

At 1 January 2024 2,879
Deferred tax credited to profit or loss during the year (note 11) (926)
Gross deferred tax liabilities at 31 December 2024 1,953

For presentation purposes, certain deferred tax assets and liabilities have been offset in the consolidated
statement of financial position. The following is an analysis of the deferred tax balances of the Group for
financial reporting purposes:

2025 2024
RMB’000 RMB’000

Net deferred tax assets recognised in the consolidated
statement of financial position - -
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29. DEFERRED TAX (continued)

Deferred tax liabilities (continued)

Deferred tax assets have not been recognised in respect of the following items:

2025 2024

RMB'000 RMB'000

Tax losses 72,102 58,700
Deductible temporary differences 58,182 50,109
130,284 108,809

The Group has tax losses arising in Mainland China of RMB53,796,000 (2024: RMB43,394,000) that will expire
in one to five years for offsetting against future taxable profits.

The Group has tax losses arising in Hong Kong of RMB18,306,000 (2024: RMB15,306,000) that are available
indefinitely for offsetting against future taxable profits of the companies in which the losses arose.

Deferred tax assets have not been recognised in respect of the above items as they have arisen in

subsidiaries that have been loss-making for some time and it is not considered probable that taxable profits
will be available against which the above items can be utilised.
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SHARE CAPITAL

Shares
2025 2024
RMB’000 RMB’000
Issued and fully paid:
998,400,000 (2024: 832,000,000) ordinary shares of HKD0.01 each 8,660 7,145

A summary of movements in the Company’s share capital is as follows:

Number of Issued Share

shares in issue capital premium
RMB'000 RMB’000

Issued and fully paid:

At 1 January 2024, 31 December 2024 and 1 January 2025 832,000,000 7,145 265,334
Issue of shares (note) 166,400,000 1,515 28,358
At 31 December 2025 998,400,000 8,660 293,692
Note:

On 25 August 2025, pursuant to the general mandate granted to the directors by the shareholders at the annual general meeting of the
Company held on 30 June 2025, an aggregate of 166,400,000 shares were issued at the price of HK$0.201 per share.
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31. RESERVES

The amounts of the Group's reserves and the movements therein for the year are presented in the
consolidated statement of changes in equity of the Group.

Capital reserve

The capital reserve of the Group represents the aggregate paid-up capital of the subsidiaries comprising the
Group.

Share premium

The application of the share premium account is governed by the Companies Law of the Cayman Islands.
Under the constitutional documents and the Companies Law of the Cayman Islands, the share premium is
distributable as dividend on condition that the Company is able to pay its debts when they fall due in the
ordinary course of business at the time the proposed dividend is to be paid.

Statutory surplus reserves

In accordance with the Company Law of the PRC, certain subsidiaries of the Group which are domestic
enterprises are required to allocate 10% of their profit after tax, as determined in accordance with the
relevant PRC accounting standards, to their respective statutory surplus reserves until the reserves reach 50%
of their respective registered capital. Subject to certain restrictions set out in the Company Law of the PRC,
part of the statutory surplus reserves may be converted to increase share capital, provided that the remaining
balance after the capitalisation is not less than 25% of the registered capital.

32. NOTES TO THE CONSOLIDATED STATEMENT OF CASH FLOWS

(@) Major non-cash transactions

The Group had non-cash additions to right-of-use assets and lease liabilities of RMB184,000 (2024:
RMB1,815,000) and RMB184,000 (2024: RMB1,805,000), respectively, in respect of lease arrangements
for office units.
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32. NOTES TO THE CONSOLIDATED STATEMENT OF CASH FLOWS (continued)

(b) Changes in liabilities arising from financing activities

190

(c)

2025
Interest-
bearing bank
Lease and other
liabilities borrowings
RMB’000 RMB’000
At 1 January 2025 9,244 197,460
Changes from financing cash flows (3,531) 13,034
New lease 184 -
Termination of lease (998) -
Interest expenses 348 8,421
Exchange realignment (17) -
At 31 December 2025 5,230 218,915
2024
Interest-
bearing bank
Lease and other
liabilities borrowings
RMB’000 RMB’000
At 1 January 2024 13,042 194,857
Changes from financing cash flows (5,767) (6,540)
New lease 1,805 -
Termination of lease (407) -
Interest expenses 524 9,143
Exchange realignment 47 -
At 31 December 2024 9,244 197,460

The total cash outflow for leases included in the statement of cash flows is as
follows:

2025 2024

RMB’000 RMB’000

Within operating activities 222 1,697
Within financing activities 3,879 6,291
4,101 7,988
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33. PARTLY-OWNED SUBSIDIARIES WITH MATERIAL NON-CONTROLLING

INTERESTS

Details of the Group's subsidiaries that has material non-controlling interests are set out below:

Place of
incorporation

and principal
place of
Name of subsidiary business

Feiyang Metaverse ~ Hong Kong
Hainan Zhenlv The PRC

Zhejiang Feijiada The PRC

Proportion
of ownership
interests and
voting rights
held by non-

controlling

interests
2025

Proportion
of ownership
interests and
voting rights
held by non-

controlling

EIESH
2024

20%
40%

40%

Profit/(loss)
allocated to
non-controlling
interests

2025

RMB'000

1,404
(1,816)

9,072

Profit/(loss)
allocated to
non-controlling
EIENY

2024

RMB'000

(3371)
4,381

(10,560)

Accumulated
non-controlling
interests

2025

RMB'000

Accumulated
non-controlling
IEENS

2024

RMB'000

6/0
2,855

(10,748)

Percentage of equity of
interest held by
non-controlling interest

Zhejiang Feijiada

2025

2024

40%

Feiyang Metaverse

2025

20%

2024

20%

Hainan Zhenlv

2025

2024

40%

Total comprehensive
(losses)/income allocated
to non-controlling

Zhejiang Feijiada

2025
RMB’000

2024
RMB’000

Feiyang Metaverse

2025
RMB’000

2024
RMB’000

Hainan Zhenlv

2025
RMB’000

2024
RMB‘000

interests 9,072 (10,560) 1,404 (3,371) (1,816) 4,381
Accumulated balances of

non-controlling

interests at the reporting

date - (10,748) 2,074 670 - 2,855
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33. PARTLY-OWNED SUBSIDIARIES WITH MATERIAL NON-CONTROLLING
INTERESTS (continued)

Zhejiang Feijiada Feiyang Metaverse Hainan Zhenlv

2025 2024 2025 2024 2025 2024
RMB’000 RMB‘000  RMB’000 RMB'000  RMB’'000 RMB‘000

Revenue - 67,913 (=) 619 - 75,793

Total expenses, net 22,680 (94,310) 7,018 (17,625) (4,541) (64,840)
(Loss)/profit for the year 22,680 (26,397) 7,018 (17,006) (4,541) 10,953

Total comprehensive (loss)/

income for the year 22,680 (26,397) 7,018 (16,856) (4,541) 10,953

Non-current assets - - 11,567 22,318 - 561

Current assets - 13,538 34,728 13,569 - 20,440
Current liabilities - (12,688) (39,461) (41,557) - (13,862)

Net cash flows (used in)/

generated from

operating activities 22,675 30 (36,165) 1,165 (521) 2,847
Net cash flows generated

from/(used in)

investing activities (22,680) - 35,204 - - (1,230)
Net cash flows generated

from/(used in)

financing activities - - - - - -

Net (decrease)/increase in
cash and cash equivalent (5) 30 (961) 1,165 (521) 1,617
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34. DISPOSAL OF SUBSIDIARIES

On 19 November 2024, Zhejiang Feiyang International Travel Group Co., Ltd., (“Feiyang International”), an
indirect subsidiary of the Company and certain third parties, entered into an agreement pursuant to which
the Feiyang International to dispose the 60% equity interest in Zhejiang Feijiada Aviation Service Co., Ltd.,
("Zhejiang Feijiada”) at the cash consideration of RMB22,680,000. Upon Completion, Zhejiang Feijiada
Aviation Service Co., Ltd. ceased to be a subsidiary of the Company. The completion of the disposal of
subsidiaries took place on 2 April 2025.

The assets and liabilities of the subsidiary disposed and the gain on disposal of the subsidiaries as follows:

Analysis of assets and liabilities of the subsidiary over which control was lost:

RMB’000

Assets and liabilities disposed of

Investment in associates 561

Trade and bills receivables 8,805
Prepayment, other receivables and other assets 48,175
Cash and cash equivalents 1,321

Trade payables (96)
Other payables and accruals (53,795)
Income tax payables (1,522)
Net assets disposed of 3,449

RMB’000

Loss on disposal of subsidiaries

Consideration of the disposal 22,680
Refund to the disposed subsidiaries (22,680)
Net assets disposed of (3,449)
Non-controlling interests (787)
Loss on disposal of subsidiaries 4,236

RMB’000
Cash received on disposal 22,680
Refund of the disposed subsidiaries (22,680)
Less: bank balances and cash disposed of (1,321)
Net cash inflow arising on the disposal of subsidiaries (1,321)
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SHARE OPTION SCHEME

In accordance with a share option scheme of the Company, which was adopted pursuant to an ordinary
resolution passed on 11 June 2019 (the “2019 Share Option Scheme”), the Board of Directors of the
Company may grant options to eligible officers, employees, associates, agents and contractors, including
executive directors of the Company and its subsidiaries, to subscribe for shares in the Company.

At the Extraordinary General Meeting of the Company held on 15 June 2025, ordinary resolutions were
proposed to approve the adoption of a new share option scheme (the “2025 Share Option Scheme”) and
termination of the operation of the 2019 Share Option Scheme. The resolutions were approved by the
shareholders of the Company and the 2025 Share Option Scheme became effective for a period of 10 years,
commencing on 30 June 2025.

The outstanding share options granted under the 2019 Share Option Scheme will remain valid and
exercisable in accordance with their terms after adoption of the 2025 Share Option Scheme, though no new
share options may be granted under the 2019 Share Option Scheme after adoption of the 2025 Share Option
Scheme.

Details of 2019 Share Option Scheme
Purpose of the 2019 Share Option Scheme

The purpose of the 2019 Share Option Scheme is to provide incentives or rewards to Participants for their
contribution to our Group and to enable our Group to recruit and retain high-calibre employees and attract
human resources that are valuable to our Group and any entity in which our Group holds any equity interest.

Participants of the 2019 Share Option Scheme

The basis of eligibility of participants to the grant of any options shall be determined by our Directors from
time to time on the basis of their contribution to the development and growth of our Group and any Invested
Entity.

Total number of shares available for issue under the 2019 Share Option Scheme and percentage of the
issued share capital at the date of the annual report

The total number of shares in respect of which options may be granted under the share option scheme and
any other share option schemes of our Company shall not exceed 10% of the total number of Shares in issue.

Maximum entitlement of each participant under the 2019 Share Option Scheme

The Company may seek approval of the shareholders in general meeting for refreshing the 10% such that
the total number of shares in respect of which options may be granted under the share option scheme and
any other share option schemes of the Company (or any subsidiary) as “refreshed” shall not exceed 10% of
the total number of Shares in issue as at the date of the approval of the shareholders provided that options
previously granted under the 2019 Share Option Scheme or any other share option schemes of our Company
(including options outstanding, cancelled, lapsed or exercised in accordance with the terms of the share
option scheme or any other share option schemes of our Company) will not be counted for the purpose of
calculating the limit as “refreshed”.
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35. SHARE OPTION SCHEME (continued)
Details of 2019 Share Option Scheme (continued)

The period within which the shares must be taken up under an option

The 2019 Share Option Scheme shall be valid and effective for a period of ten years, after which period no
further options will be granted but the provisions of the share option scheme shall remain in full force and
effect in all other respects. options complying with the provisions of the Listing Rules which are granted
during the duration of the share option scheme and remain unexercised immediately prior to the end of the
ten-year period shall continue to be exercisable in accordance with their terms of grant within the option
period for which such option are granted, notwithstanding the expiry of the share option scheme.

The minimum period for which an option must be held before it can be Exercised

The board of directors at its discretion, may specify the offer of grant of option the minimum period for which
an option must be held before it can be exercised.

The amount payable on application or acceptance of the option and the period within which payments
or calls must or may be made or loans for such purposes must be repaid

An offer shall remain open for acceptance by the participant concerned for a period of 21 days from the date
of the offer. HK$1.00 is payable by the Grantee to our Company on acceptance of the offer of the option.

The basis of determining the subscription price

The subscription price in respect of any particular option shall be such price as determined by the board
of director in its absolute discretion at the time of the grant of the relevant option but in any case the
subscription price shall not be lower than the highest of:

(@) the closing price of the Shares as stated in the Stock Exchange's daily quotation sheet on the date of
grant, which must be a trading day;

(b) the average closing price of the Shares as stated in the Stock Exchange's daily quotations sheets for the
five trading days immediately preceding the date of grant; and

() the nominal value of a Share, provided that for the purpose of calculating the Subscription Price where
the Shares have been listed on the Stock Exchange for less than five trading days preceding the date
of grant, the issue price of the Shares in connection with such listing shall be deemed to be the closing
price of the Shares for each trading day falling within the period before the listing of the Shares on the
Stock Exchange.

Details of 2025 Share Option Scheme
Purpose of the 2025 Share Option Scheme

The purpose of the 2025 Share Option Scheme is to (i) attract and retain the best quality personnel for the
development of the Group's businesses, (i) to provide additional incentives or rewards to selected Eligible
Participants (as defined below) for their contribution to the creation of the Company’s value, and (iii) to
promote the long term financial success of the Group by aligning the interest of any Grantee to those of our
Shareholders.
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SHARE OPTION SCHEME (continued)

Details of 2025 Share Option Scheme (continued)
Participants of the 2025 Share Option Scheme

The basis of eligibility of participants to the grant of any options shall be determined by the Board of
Directors from time to time to make an offer for the grant of option to any person employed by any member
of the Group who has successfully passed their probation period and any person who is a director (whether
executive or non-executive) of any member of the Group, which shall include any person who is granted
option(s) as an inducement to enter into employment contract with any member of the Group (“Eligible
Participants”).

Total number of shares available for issue under the 2025 Share Option Scheme and percentage of the
issued share capital at the date of the annual report

The total number of shares in respect of which options may be granted under the share option scheme and
any other share option schemes of our Company shall not exceed 10% of the total number of Shares in issue
(excluding treasury Shares) as at the date of passing of the resolutions by our Shareholders to approve and
adopt this 2025 Share Option Scheme.

Maximum entitlement of each participant under the 2025 Share Option Scheme

The Company may seek approval of the shareholders in general meeting for refreshing the 10% such that
the total number of shares in respect of which options may be granted under the share option scheme and
any other share option schemes of the Company (or any subsidiary) as “refreshed” shall not exceed 10% of
the total number of Shares in issue as at the date of the approval of the shareholders provided that options
previously granted under the 2025 Share Option Scheme or any other share option schemes of our Company
(including options outstanding, cancelled, lapsed or exercised in accordance with the terms of the share
option scheme or any other share option schemes of our Company) will not be counted for the purpose of
calculating the limit as “refreshed”.

The period within which the shares must be taken up under an option

The 2025 Share Option Scheme shall be valid and effective for a period of ten years, after which period no
further options will be granted but the provisions of the share option scheme shall remain in full force and
effect in all other respects. options complying with the provisions of the Listing Rules which are granted
during the duration of the share option scheme and remain unexercised immediately prior to the end of the
ten-year period shall continue to be exercisable in accordance with their terms of grant within the option
period for which such option are granted, notwithstanding the expiry of the share option scheme.

The minimum period for which an option must be held before it can be Exercised

The board of directors at its discretion, may specify the offer of grant of option the minimum period for which
an option must be held before it can be exercised.

The amount payable on application or acceptance of the option and the period within which payments
or calls must or may be made or loans for such purposes must be repaid

An offer shall remain open for acceptance by the Eligible Participant concerned for a period of 28 days from
the date of the offer. HK$1.00 is payable by the Grantee to our Company on acceptance of the offer of the
option.
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35. SHARE OPTION SCHEME (continued)
Details of 2025 Share Option Scheme (continued)

The basis of determining the subscription price

The subscription price in respect of any particular option shall be such price as determined by the Board
of Directors in its absolute discretion at the time of the grant of the relevant option but in any case the
subscription price shall not be lower than the higher of:

(@) the closing price of the Shares as stated in the Stock Exchange’s daily quotations sheet on the
Commencement Date, which must be a business day;

(b) the average closing price of the Shares as stated in the Stock Exchange's daily quotations sheets for the
five (5) business days immediately preceding the Commencement Date; and

(c) the nominal value of a Share.

Details of options granted under the 2019 Share Option Scheme and the 2025 Share Option Scheme in each
year are as follows:

Granted Exercise Forfeited Expired Outstanding
Outstanding during during during during at
at 1/1/2025 the year the year the year the year 31/12/2025
2019 Share
Option Scheme
Director:
Mr. Huang Yu 6,400,000 - - - - 6,400,000
6 employees 43,600,000 - - - - 43,600,000
2025 Share
Option Scheme
10 employees - 83,200,000 - - - 83,200,000
50,000,000 83,200,000 - - - 133,200,000

Granted Exercise Forfeited Expired Outstanding
Outstanding during during during during at
at 1/1/2024 the year the year the year the year 31/12/2024
2019 Share
Option Scheme
Director:
Mr. Huang Yu - 6,400,000 - - - 6,400,000
6 employees = 43,600,000 = = = 43,600,000
Total - 50,000,000 - - - 50,000,000
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35. SHARE OPTION SCHEME (continued)

Details of 2025 Share Option Scheme (continued)

The basis of determining the subscription price (continued)

Date of grant

Details of specific categories of options are as follows,

Vesting period

on the day of fulfillment of the
performance target covering a
5-year periods by the Grantees

Exercise period

Exercise Price

8 October 2024 The Share options shall be vested = Subject to the terms of the HK$0.1
on the day of fulfillment of 2019 Share Option Scheme,
the performance target by the the Share Options shall
Grantees to be appraised and be exercisable in whole or
confirmed by the Board. in part until the close of
business on the Business
Day immediately preceding
the tenth anniversary of the
share option scheme.
25 July 2025 The Share options shall be vested  Subject to the terms of the HK$0.236

Share Option Scheme,
the Share Options shall
be exercisable in whole or

in part until the close of
business on the Business
Day immediately preceding
the tenth anniversary of the
share option scheme

to be appraised and confirmed
by the Board.

These fair values were calculated using the Binomial model. The inputs into the model were as follows:

2025 2024

Weighted average share price HK$0.233 HK$0.098
Exercise price HK$0.236 HK$0.1
67.04% 63.46%

Expected volatility

Expected life 5.00 4.67
Risk-free rate 2.41% 2.884%

Expected dividend yield 0.00% 0.00%

The Group recognised the total expense of RMB2,436,000 for the year ended 31 December 2025 (2024:
RMB771,000) in relation to share options granted by the Company.
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36. COMMITMENTS

The Group had the following capital commitments and capital expenditure at the end of the reporting

period:

2025 2024
RMB’'000 RMB’000

Contracted, but not provided for:
Acquisition for investment projects 44,606 45,732
Wine - 6,945
Sales consulting services - 926
Development cost - 959
44,606 54,562

37. RELATED PARTY TRANSACTIONS

The Group's principal related parties are as follows:

Name Relationship with the Company

Ningbo Haishu Feiyang Investment Management Partnership An entity controlled by the
(Limited Partnership) (“Haishu Feiyang”) Controlling Shareholders

Ningbo Feiyang Commercial Operation Management Co., Ltd. An entity controlled by the
("Feiyang Commercial”) Controlling Shareholders

Carnary Investment Holdings Limited (“Carnary Investment”), HHR Group Holdings Limited ("HHR Group”),
Michael Group Holdings Limited ("Michael Group”), KVN Holdings Limited ("KVN Holdings”), DY Holdings
Limited ("DY Holdings”), QJ Holdings Limited ("QJ Holdings”), LD Group Holdings Limited (“"LD Group"),
WB Holdings Group Limited ("WB Holdings”), QZ Holdings Limited (“QZ Holdings"”), and CXD Holdings
Limited (“CXD Holdings”) are shareholders of the Company.

Ningbo Feiyang Youpin Ecological Food Co., Ltd. An entity controlled by the
("Feiyang Youpin”) non-executive director
Hong Kong Shang Yin Group Company Ltd. An entity controlled by the

("HK Shang Yin Group”) Controlling Shareholders
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37. RELATED PARTY TRANSACTIONS (continued)

(@) The Group had the following transactions with related parties during the year:

2025 2024
RMB’'000 RMB'000
Loans to related parties:
Haishu Feiyang - 49
Feiyang Commercial - 50
Interest income for a director 90 172
(b) Outstanding balances with related parties:

2025 2024
RMB’'000 RMB'000
Due from a director 3,400 3,310

Due from related parties:
Haishu Feiyang 1,802 1,802
Feiyang Commercial 150 150
HHR Group 49 50
Michael Group 49 50
KVN Holdings 49 50
DY Holdings 49 50
QJ Holdings 49 50
WB Holdings 49 50
QZ Holdings 48 50
CXD Holdings 45 48
HK Shang Yin Group - 2,778
Feiyang Youpin 52 52
5,792 8,490

The balances with a director is non-trade, carried interest at 3.00% to 5.60% per annum and repayable
on demand.

The balances with other related parties are non-trade, unsecured, interest-free and repayable on
demand.
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37. RELATED PARTY TRANSACTIONS (continued)

(c) Compensation of key management personnel of the Group:

2025 2024

RMB’000 RMB’000

Salaries, allowances and benefits in kind 1,150 842
Equity-settled share-based payments 139 138
Pension scheme contributions 19 15
Total compensation paid to key management personnel 1,308 995

Further details of directors’ and the chief executive’s emoluments are included in note 9 to the
consolidated financial statements.

38. FINANCIAL INSTRUMENTS BY CATEGORY

The carrying amounts of each of the categories of financial instruments as at the end of the year are as
follows:

Financial assets

2025
Financial
Financial assets at
assets at fair value
amortised through
cost profit or loss Total
RMB’000 RMB’000 RMB’000
Trade receivables 64,049 - 64,049
Financial assets included in prepayments,
deposits and other receivables 142,668 - 142,668
Financial assets at fair value through profit or loss - 369 369
Amounts due from related parties 5,792 - 5,792
Pledged deposits 33,242 - 33,242
Cash and cash equivalents 37,389 - 37,389
283,140 369 283,509
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38.
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FINANCIAL INSTRUMENTS BY CATEGORY (continued)

2024
Financial
Financial assets at
assets at fair value
amortised through
cost profit or loss Total
RMB'000 RMB’000 RMB’000
Trade receivables 88,648 - 88,648
Financial assets included in prepayments,
deposits and other receivables 87,937 - 87,937
Financial assets at fair value through profit or loss - 340 340
Finance lease receivables 204 - 204
Amounts due from related parties 8,490 - 8,490
Pledged deposits 3,042 - 3,042
Cash and cash equivalents 36,688 - 36,688
225,009 340 225,349

Financial liabilities — at amortised cost

2025 2024

RMB’000 RMB’000

Trade payables 30,052 33,816
Financial liabilities included in contract liabilities,

other payables and accruals 22,952 28,979

Lease liabilities 5,230 9,244

Interest-bearing bank and other borrowings 218,915 197,460

277,149 269,499

Management has assessed that the fair values of cash and cash equivalents, pledged deposits, trade
receivables, amounts due from related parties, trade payables, financial assets included in prepayments,
deposits and other receivables, financial liabilities included in contract liabilities, other payables and accruals,
and the interest-bearing bank and other borrowings approximate to their carrying amounts largely due to the
short term maturities of these instruments.

The Group's finance department headed by the finance manager is responsible for determining the policies
and procedures for the fair value measurement of financial instruments. The finance department reports
directly to the finance manager. At each reporting date, the finance department analyses the movements in
the values of financial instruments and determines the major inputs applied in the valuation. The valuation
is reviewed and approved by the finance manager. The valuation process and results are discussed with the
directors once a year for annual financial reporting.

The fair values of the financial assets and liabilities are included at the amount at which the instrument could
be exchanged in a current transaction between willing parties, other than in a forced or liquidation sale.
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39. FAIR VALUE AND FAIR VALUE HIERARCHY OF FINANCIAL INSTRUMENTS

The Group invests in listed equity investments which are based on quoted market prices. The Group invests
in unlisted investments, which represent financial products issued by commercial banks in Mainland China.
The Group has estimated the fair value of these unlisted investments by using the valuation technique based
on the direct capitalisation method, interest rates of instruments. The fair value of these unlisted investments
are the sum of principal and interest receivable.

(i) The following table illustrates the fair value measurement hierarchy of the Group's financial instruments:

At 31 December 2025

Fair value measurement using

Quoted prices Significant Significant

in active observable unobservable

markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
RMB’000 RMB’'000 RMB’000 RMB’000

Financial assets at fair value through
profit or loss
— Listed equity securities 11 - - 11
— Unlisted fund investments - 358 - 358

At 31 December 2024

Fair value measurement using

Quoted prices Significant Significant
in active observable  unobservable

markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
RMB’000 RMB’000 RMB'000 RMB’000

Financial assets at fair value through
profit or loss
— Listed equity securities 3 - - 3
— Unlisted fund investments - 337 - 337

The Group did not have any financial liabilities measured at fair value as at 31 December 2025 (2024:
Nil).
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FAIR VALUE AND FAIR VALUE HIERARCHY OF FINANCIAL INSTRUMENTS

(continued)

(i) Reconciliation of Level 3 fair value measurements of listed equity securities

2024

RMB’000

At 1 January 2,095
Transfers out of level 3 (2,095)

At 31 December -

During the years ended 31 December 2025 and 2024, there were no transfers between instruments in level
1 and level 2. During the prior year ended 31 December 2024, the suspended listed equity securities was
resumed in trading and transferred to level 1. Other than disclosed, there were no changes in valuation
techniques during the reporting periods.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Group's principal financial instruments comprise interest-bearing bank loans, cash and cash equivalents
and pledged deposits. The main purpose of these financial instruments is to raise finance for the Group's
operations. The Group has various other financial assets and liabilities such as trade receivables and trade
payables, which arise directly from its operations.

The main risks arising from the Group's financial instruments are interest rate risk, foreign currency risk, credit
risk and liquidity risk. The board of directors reviews and agrees policies for managing each of these risks and
they are summarised below.

Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in market interest rates. The interest rates and terms of repayments of the bank loans are
disclosed in note 28.

The Group has not used any interest rate swaps to hedge its exposure to interest rate risk. The Group does
not consider that it has any significant exposure to the risk of fluctuation in the interest rate as a reasonable
possible change of fifty basis points in the interest rate would have no significant impact on the Group's loss
for the year.
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40. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)
Credit risk

The Group trades only with recognised and creditworthy third parties. It is the Group’s policy that all
customers who wish to trade on credit terms are subject to credit verification procedures. In addition,
receivable balances are monitored on an ongoing basis and the Group's exposure to bad debts is not
significant. For transactions that are not denominated in the functional currency of the relevant operating
unit, the Group does not offer credit terms without the specific approval of the President and the Chairman.

Maximum exposure and year-end staging

The tables below show the credit quality and the maximum exposure to credit risk based on the Group's
credit policy, which is mainly based on past due information unless other information is available without
undue cost or effort, and year-end staging classification as at 31 December. The amounts presented are
gross carrying amounts for financial assets.

At 31 December 2025

12-month
ECLs Lifetime ECLs

Simplified
Stage 1 Stage 2 Stage 3  approach Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB'000

Trade receivables* - -
Financial assets included in prepayments,
other receivables and other assets

147,283 147,283

— Normal** 133,642 - - - 133,642
— Doubtful** - 40,413 93,596 - 134,009
Pledged deposits
— Not yet past due 33,242 - - - 33,242
Due from related parties 5,792 - - - 5,792
Cash and cash equivalents
— Not yet past due 37,389 - - - 37,389
210,065 40,413 93,596 147,283 491,357
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40. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

Maximum exposure and year-end staging (continued)
At 31 December 2024

12-month
ECLs Lifetime ECLs

Simplified
Stage 1 Stage 2 Stage 3 approach Total
RMB’000 RMB’000 RMB'000 RMB’'000 RMB'000

Trade receivables* - - - 155,796 155,796
Financial assets included in prepayments,
other receivables and other assets

— Normal** 84,925 - - - 84,925

— Doubtful** - 23,141 116,691 - 139,832
Finance lease receivables - 5,880 - - 5,880
Pledged deposits

— Not yet past due 3,042 - - - 3,042
Due from related parties 8,490 - - - 8,490
Cash and cash equivalents

— Not yet past due 36,688 - - - 36,688

133,145 29,021 116,691 155,796 434,653

* For trade receivables to which the Group applies the simplified approach for impairment, information based on the provision matrix

is disclosed in note 21 to the financial statements.

*x The credit quality of the financial assets included in prepayments, other receivables and other assets is considered to be “normal”
when they are not past due and there is no information indicating that the financial assets had a significant increase in credit risk
since initial recognition. Otherwise, the credit quality of the financial assets is considered to be “doubtful”.

Further quantitative data in respect of the Group's exposure to credit risk arising from trade receivables,

and deposits, other receivables and other assets are disclosed in notes 21 and 22, respectively, to the
consolidated financial statements.

206 Feiyang International Holdings Group Limited / Annual Report 2025




NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 31 December 2025

40. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)
Liquidity risk

The Group monitors its risk to a shortage of funds using a recurring liquidity planning tool. This tool considers
the maturity of both its financial investments and financial assets (e.g., trade receivables and other financial
assets) and projected cash flows from operations.

The Group's objective is to maintain a balance between continuity of funding and flexibility through the use
of interest-bearing bank loans and lease liabilities.

The maturity profile of the Group's financial liabilities as at the end of the year, based on the contractual
undiscounted payments, is as follows:

Less than 3to12 1to5 Over

On demand 3 months months years 5 years Total
RMB'000 RMB'000 RMB'000 RMB’000 RMB’000 RMB'000

Trade payables 30,052 - - - - 30,052
Lease liabilities - 810 2,426 2,212 - 5,448
Financial liabilities included in

contract liabilities,

other payables and accruals 22,952 - - - - 22,952
Interest-bearing bank and

other borrowings - 131,051 83,930 5,186 - 220,167

53,004 131,861 86,356 7,398 - 278,619

Less than 3to 12 1to5
On demand 3 months months years Total
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
Trade payables 33,816 - - - - 33,816
Lease liabilities - 1,182 3,547 5122 - 9,851
Financial liabilities included in
contract liabilities,
other payables and accruals 28,979 = = = = 28,979
Interest-bearing bank and
other borrowings = 92,024 113,659 = = 205,683
62,795 93,206 117,206 5,122 - 278,329
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40. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

Capital management

The primary objectives of the Group's capital management are to safeguard the Group's ability to continue
as a going concern and to maintain healthy capital ratios in order to support its business and maximise
shareholders’ value.

The Group manages its capital structure and makes adjustments to it in light of changes in economic
conditions and the risk characteristics of the underlying assets. To maintain or adjust the capital structure,
the Group may adjust the dividend payment to shareholders, return capital to shareholders or issue new
shares. The Group is not subject to any externally imposed capital requirements. No changes were made in
the objectives, policies or processes for managing capital during the years ended 31 December 2025 and 31
December 2024.

The Group monitors capital using a gearing ratio, which is net debt divided by total capital plus net debt. Net
debt includes interest-bearing bank loans, trade payables, contract liabilities, other payables and accruals,
and lease liabilities, less cash and cash equivalents and pledged deposits. Total capital represents equity
attributable to owners of the Company. The gearing ratios as at the end of each of the reporting periods
were as follows:

At At

31 December 31 December

2025 2024

RMB’000 RMB’'000

Interest-bearing bank and other borrowings 218,915 197,460
Lease liabilities 5,230 9,244
Trade payables 30,052 33,816
Contract liabilities, other payables and accruals 150,494 107,704
Less: Cash and cash equivalents (37,389) (36,688)
Pledged deposits (33,242) (3,042)

Net debt 334,060 308,494
Equity attributable to owners of the Company 44,469 58,636
Total capital and net debt 378,529 367,130
Gearing ratio 88% 84%
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41. STATEMENT OF FINANCIAL POSITION OF THE COMPANY

Information about the statement of financial position of the Company at the end of the reporting period is as

follows:
2025 2024

RMB’000 RMB’000
NON-CURRENT ASSETS
Investments in subsidiaries 53 52
Due from subsidiaries - 14,411
TOTAL NON-CURRENT ASSETS 53 14,463
CURRENT ASSETS
Prepayments, other receivables and other assets 20,936 18,521
Due from related parties 388 398
Due from related company - 2,778
Due from subsidiaries 21,339 3,149
Cash and cash equivalents 415 41
TOTAL CURRENT ASSETS 43,078 24,887
CURRENT LIABILITIES
Other payables and accruals 1,155 1,656
TOTAL CURRENT LIABILITIES 1,155 1,656
NET CURRENT ASSETS 41,923 23,231
TOTAL ASSETS LESS CURRENT LIABILITIES 41,976 37,694
Net assets 41,976 37,694
EQUITY
Share capital 8,660 7,145
Reserves (note) 33,316 30,549
Total equity 41,976 37,694

The Company'’s statement of financial position was approved and authorised for issue by the board of
directors on 30 March 2026 and are signed on its behalf by:

He Binfeng Xiong Di
Director Director
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41. STATEMENT OF FINANCIAL POSITION OF THE COMPANY (continued)

Note:

A summary of the Company'’s reserves is as follows:

Share (Accumulated Foreign
based losses)/ currency
Share payment Retained translation
premium reserve profits reserve Total
RMB’'000 RMB’000 RMB’000 RMB’000 RMB’'000
At 1 January 2024 265,334 - (245,591) 5,279 25,022
Recognition of equity settled share based payments - 771 - - 771
Profit for the year - - 3,983 - 3,983
Exchange differences on translation of
the Company'’s financial statements - - - 773 773
At 31 December 2024 and 1 January 2025 265,334 771 (241,608) 6,052 30,549
Issue of shares 28,358 - - - 28,358
Recognition of equity settled share based payments - 2,436 - - 2,436
Loss for the year - - (27,223) - (27,223)
Exchange differences on translation of
the Company’s financial statements - - - (804) (804)
At 31 December 2025 293,692 3,207 (268,831) 5,248 33,316

42. APPROVAL OF THE CONSOLIDATED FINANCIAL STATEMENTS

210

The consolidated financial statements were approved and authorised for issue by the board of directors on

30 March 2026.
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PARTICULARS OF INVESTMENT PROPERTIES

Attributable Approximate

Term of to interest gross floor
Address Existing use land use rights  Condition/status of the Group area (m?)
Room 25-1, Office Expiring in Currently leased to 100% 527.46
No. 188 Yongjiang Avenue, May 2048 independent third
Ningbo, Zhejiang Province, parties
the PRC
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SUMMARY OF FINANCIAL INFORMATION

A summary of the published consolidated results and assets and liabilities of the Group for the last five financial
years is set out below.

RESULTS
For the year ended 31 December
2025 2024 2023 2022 2021
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
Revenue 783,092 715,868 534,303 76,477 77,471
Loss before tax (30,132) (54,465) (2,840) (32,542) (137,073)
Income tax (expenses)/credit (420) (365) (1,725) (8,172) (404)
Loss for the year (30,552) (54,830) (11,565) (40,714) (137,477)

ASSETS AND LIABILITIES

As at 31 December

2025 2024 2023 2022 2021

RMB’'000 RMB’000 RMB’'000 RMB’000 RMB'000

Total assets 457,192 406,278 566,883 378,407 307,381
Total liabilities (410,885) (355,226) (486,707) (290,197) (283,222)
Total equity 46,307 51,052 80,176 88,210 24,159
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