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At the 2024 Paris Olympics, MAOGEPING accompanied the Chinese delegation as an official entity to this
important international event. MAOGEPING released the “Splendid Aura” collections and Team China Athlete
Image Enhancement Kits, set up exclusive exhibition areas and image design makeup stations in the “China
House”, and established exclusive makeup stations at the delegation’s residence for daily use by athletes.
The makeup stations at the residence quickly became popular check-in spots in the village — more and more
athletes regarded “wearing makeup to compete” as a way to boost their morale before the game. In Paris, the
Chinese delegation shone on the world stage with an outstanding performance of 40 gold, 27 silver, and 24
bronze medals, and MAOGEPING helped the Chinese National Artistic Swimming Team win the first Olympic
gold medal in the history of Chinese artistic swimming.

MAOGEPING
ERTER

In 2025, MAOGEPING has initiated preparations for the 2026 Milan Winter Olympics and will once again
collaborate with TEAM CHINA. With the theme of “The Glory of the Nation, Shining in Milan”, it will help
Chinese winter sports athletes bloom with oriental charm under the Alps.
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The Group holds that the ability to perceive beauty is an innate gift in everyone, and professional aesthetic
education is the key to unlocking this gift. Whether it's the first curiosity about light and shadow from children
in rural classrooms, the spark in the eyes of women in southern Xinjiang after learning their first makeup
look, or the cultivation of a new generation of aesthetic talents through school-enterprise collaboration, the
Group has consistently used professional skills as a fulcrum to promote aesthetic education and reach a wider
audience, transforming “beauty” from an aesthetic experience into an acquirable skill and a life-changing
ability.
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Light & Shadow Companions: Rooting Aesthetic Education in Rural Areas

Aesthetic education is a crucial component of quality education, yet the lack of professional teachers and
curriculum resources remains a long-standing challenge in vast rural regions. The Group chose to empower
teachers rather than replace teaching — only by enabling local teachers to teach continuously can aesthetic
education truly take root in rural areas.

In 2024, the Group launched the “Light & Shadow Companions” MAOGEPING Rural Children’s Aesthetic
Education Photosynthesis Initiative, jointly implemented with Southern Weekly and the Shanghai True Love
Dream Public Welfare Foundation. Taking Lichuan City, Enshi Tujia and Miao Autonomous Prefecture, Hubei
Province, as the first pilot region, the program conducted national aesthetic education policy research, offline
pilot school surveys, and questionnaires with 600 local frontline teachers. It produced a systematic research
report and developed a customized curriculum named “Oriental Light & Shadow Theater” in 2025.
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“QOriental Light & Shadow Theater” follows the thread of Oriental light and shadow aesthetics, integrating
artistic concepts, local culture, and natural imagery to guide children in perceiving and expressing beauty
through observation and creation. The program’s launch ceremony and trial class were officially held at
Nanping Primary School in Lichuan City on September 25, 2025. After a semester of practice, the curriculum
reached seven local schools, benefiting 1,245 students and 25 teachers. It effectively stimulated students’
interest and creativity in aesthetic education while promoting interdisciplinary teaching awareness among
teachers. This practical experience will provide valuable insights for the future nationwide promotion of rural
aesthetic education programs.
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Aesthetic Education Nourishes Xinjiang: Filling the Gap in Professional Makeup
Education in Southern Xinjiang

In more remote regions, the lack of aesthetic education affects not only aesthetic literacy but also employment
and livelihoods directly. Southern Xinjiang has long lacked professional makeup and beauty education
resources, creating barriers for local women to enter and start businesses in the beauty industry.

In August 2025, under the leadership of the Zhejiang Provincial Command Center for Aiding Xinjiang, the
Group donated to establish the MAOGEPING Makeup Art Education Exchange Center at Aksu Vocational
and Technical College. On the donation ceremony day, brand founder Mr. Mao Geping, along with the
Group's Art Committee and stylists from various schools, presented a “MAOGEPING Color Cosmetics Art
Styling Show" that blended classical aesthetics with modern styling art, allowing oriental fashion beauty to
bloom in Southern Xinjiang.

That same day, the center’s first makeup skills training class officially began. More than 30 trainees from “Beauty
Salon” program in Aksu Prefecture became the first beneficiaries, receiving systematic professional makeup
skills training to build capabilities for future employment and entrepreneurship. This marks a significant step
in Zhejiang's aid to Xinjiang's “Aesthetic Education Nourishes Xinjiang” initiative and signifies the substantive
implementation of MAOGEPING Beauty Education Institute’s makeup education in extending professional
teaching resources from the east to the west.
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School-Enterprise Collaboration: Cultivating the Next Generation of Talents in
Oriental Aesthetics

The sustainable development of aesthetic education hinges on the systematic cultivation of professional
talents. On December 20, 2025, the “MAOGEPING Industrial College of Zhejiang Vocational Academy of Art”
was officially established. This marks a heartfelt gesture of gratitude from brand founder Mr. Mao Geping
and his wife, Ms. Wang Ligun, to their alma mater, Zhejiang Vocational Academy of Art, as well as a strategic
upgrade in talent cultivation between the two parties.

The signing ceremony took place during the 2025 Annual Conference of the Production-Education Integration
Community in the Stage Art Industry, guided by units such as the Department of Science and Technology
and Education of the Ministry of Culture and Tourism and the Education Department of Zhejiang Province.
Coinciding with the 70th anniversary of Zhejiang Vocational Academy of Art's founding and the 25th
anniversary of MAOGEPING Beauty Education Institute’s establishment, this school-enterprise collaboration
carries special commemorative significance. Grounded in the philosophy of “art-technology integration and
industry-education symbiosis”, the Industrial College aims to break down barriers between academic education
and industry practice, delivering composite talents with both professional expertise and aesthetic depth to
China’s beauty and styling arts industry.
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Serving Society with Professional Skills

Beyond systematic education, the Group has also continuously brought professional aesthetic skills into a
broader range of social settings. During the Reporting Period, the brand conducted numerous vocational
image enhancement trainings and beauty makeup public welfare classes for women across various industries,
including image enhancement courses for female police officers in the public security system, vocational image
training for women in the human resources system, beauty makeup classes for working women in industrial
parks, and beauty makeup classes for the State Grid system. These initiatives transformed professional
aesthetic knowledge into practical daily skills, empowering women in different roles to face work and life with
greater confidence.
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Beauty is a universal language shared by humanity, and warmth is a force that transcends boundaries. The
Group firmly believes that when “beauty” is directed toward those often overlooked groups, it ceases to
be merely an aesthetic experience and becomes a gentle social act. During the Reporting Period, the Group
continued to focus on special groups such as children with autism, the hearing-impaired, and individuals with
disabilities. Through artistic co-creation, professional empowerment, and targeted donations, the brand took
concrete steps to enable beauty to transcend physical and situational boundaries, reaching every individual
deserving of recognition.

Every Light Deserves to Be Seen: Artistic Public Welfare for Children with Autism

Children with autism often live in their own worlds, yet their inner selves are far from silent — many express
rich emotions through painting that are difficult for others to access. In 2022, Mr. Mao Geping was invited
to an auction organized by the Shanghai Caopeng Charity Foundation. Deeply moved by Mr. Cao Peng'’s and
the foundation’s long-term dedication to children with autism and their families, he bid for and acquired a
painting titled “Nadou’s Courtyard”, created by a child with autism. The bold and unrestrained colors in that
painting represented a child’s vision of the world — rule-free yet full of vitality.

This encounter marked the beginning of an ongoing public welfare collaboration. In 2023, the Group officially
partnered with the Shanghai Caopeng Charity Foundation, drawing inspiration from “Nadou’s Courtyard” to
incorporate original artworks by children with autism into the packaging of the brand’s MGP charitable hand
cream. This was not a simple collaboration but an expression of goodwill that ensured the children’s works
were “truly used”—when consumers pick up the hand cream, their fingertips touch a child’s imagination of the

world.

The program established a donation mechanism linked to the actual usage of products: regardless of whether
products were sold or donated for public welfare purposes, donations were calculated based on actual
inventory consumption and regularly made to the foundation to support its autism-related public welfare
initiatives. This mechanism ensured that public welfare efforts were not one-time acts of kindness but a
sustainable, long-term commitment. In 2025, the program continued to operate steadily, maintaining its
established public welfare mechanism, completing donations on schedule, and accumulating a total donation
of RMB 139,000 to continuously support the foundation’s autism public welfare programs.
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More Companionship, Reaching Further

The Group's attention to special groups is also reflected in daily companionship and presence. During the
Reporting Period, teachers and students from MAOGEPING Beauty Education Institute provided volunteer
makeup and styling services for events such as the “IHEARU CHARITY FUND"” public welfare recitation
and hearing-impaired industry exchange conference, contributing warmth to public welfare causes with
professional skills. That same year, the Group donated RMB93,000 to “Homes for the Disabled” in three
locations in Zhejiang Province to support facility upgrades and condition improvements. Sometimes, kindness
does not stem from elaborate planning but naturally grows within commercial operations.
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During the 2025 Qixi Festival gift season, while preparing for a Jingshan cultural and creative collaboration,
the Group learned that its partner, Jingshan Wenchuang, had a business collaboration with the “Yuelaiyuehao
Disability Assistance Service Center”, where skilled disabled artisans could create exquisite bracelets for
charitable causes. The Group promptly adjusted its procurement plan, prioritizing orders from the assistance
center. Ultimately, during the Qixi and Double 11 shopping events, it purchased approximately RMB3.7866
million worth of handmade products from disability assistance organizations, benefiting 43 disabled families.
These bracelets, included as limited-edition gift box giveaways to consumers, not only infused the products
with unique handmade warmth and emotional value but also provided sustained and stable order income for

the disability assistance workshops.

‘ ' MAOGEPING

Large-scale public welfare collaborations require systematic design, while small acts of kindness lie in
sustainability. Whether it's volunteer styling behind the scenes or community donations, the Group hopes to
direct every “beauty” capability to where it is most needed.

Mao Geping Cosmetics Co., Ltd.
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APPENDIX 1: INDEX TO THE STOCK EXCHANGE’'S ENVIRONMENTAL,
SOCIAL AND GOVERNANCE REPORTING CODE

Part C: “Comply or Explain” Provisions

Indicator Disclosure Requirements Indicators Related Chapters
Environmental Aspects
A1: Emissions General Policies and compliance information relating to air | 2. Safeguarding a Green Homeland
Disclosure emissions, discharges into water and land, and the
generation of hazardous and non-hazardous waste.
A1.1 The types of emissions and respective emissions data. 2.1 Air Emissions;
2.2 Greenhouse Gas Emissions;
2.3 Waste Management
A2 Directond-energy-ndirect-greenhouse—gas—emissions | Deleted on January 1, 2025, and
ana-intensity. moved to paragraphs 28 and 29 of
Part D
A13 Total hazardous waste produced and intensity. 2.3.2 Hazardous Waste
Management
A1.4 Total non-hazardous waste produced and intensity. 2.3.1 Non-hazardous Waste
Management
A15 Description of emission target(s) set and steps taken to | 2.2 Greenhouse Gas Emissions;
achieve them. 2.3 Waste Management
Al6 Description of how hazardous and non-hazardous | 2.3 Waste Management;
wastes are handled and reduction target(s). 2.3.1 Non-hazardous Waste
Management;
2.3.2 Hazardous Waste
Management

Annual Report 2025 157



(1ss

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

Indicator

Disclosure Requirements

Indicators Related Chapters

A2: Use of General Policies on the efficient use of resources, including | 2.4 Resource Consumption
Resources Disclosure energy, water, and other raw materials.
A2.1 Direct and/or indirect energy consumption by type (in | 2.4.1 Energy Management
total and intensity).
A2.2 Total water consumption and intensity. 2.4.2 \Water Management
A23 Description of energy use efficiency target(s) set and | 2.4.1 Energy Management
steps taken.
A2.4 Description of any issues in sourcing suitable water | 2.4.2 Water Management
sources and water efficiency targets.
A2.5 Total packaging materials used for finished products, | 2.4.3 Packaging Materials
with reference to per unit produced. Management
A3: The General Policies on minimising the issuer’s significant impacts | 2. Safeguarding a Green Homeland
Environment Disclosure on the environment and natural resources.
and Natural L o . o ;
R A3.1 Description of the significant impacts of activities on | 2. Safeguarding a Green Homeland;
esources the environment and natural resources and the actions | 2.4 Resource Consumption;
taken to manage them. 2.5 Climate Change
Ad:Climate- Deleted on January 1, 2025, and
Change moved to Part D

Mao Geping Cosmetics Co., Ltd.
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Indicator

Social Aspects

Disclosure Requirements

Indicators Related Chapters

B1: General Policies and compliance information relating to | 5. Respect for Employee Value
Employment Disclosure compensation and dismissal, recruitment and
promotion, working hours, rest periods, equal
opportunity, diversity, anti-discrimination, and other
benefits and welfare.
B1.1 Total workforce by gender, employment type, age | 5.1 Employee Profile
group, and geographical region.
B1.2 Employee turnover rate by gender, age group, and | 5.1 Employee Profile
geographical region.
B2: Health and | General Policies and compliance information relating to | 5.5 Occupational Health and Safety
Safety Disclosure providing a safe working environment and protecting
employees from occupational hazards.
B2.1 Number and rate of work-related fatalities in each of | 5.5 Occupational Health and Safety
the past three years (including the reporting year).
B2.2 Lost days due to work injury. 5.5 Occupational Health and Safety
B2.3 Description of occupational health and safety measures | 5.5 Occupational Health and Safety
adopted, and how they are implemented and
monitored.
B3: General Policies on improving employees’ knowledge and skills | 5.4 Employee Development and
Development Disclosure for discharging duties at work. Description of training | Growth
and Training activities.
B3.1 Percentage of employees trained by gender and | 5.4 Employee Development and
employee category. Growth
B3.2 Average training hours completed per employee by | 5.4 Employee Development and
gender and employee category. Growth
B4: Labor General Policies and compliance information relating to | 5.2 Equal Employment System
Standards Disclosure preventing child labor and forced labor.
B4.1 Description of measures to review employment | 5.2 Equal Employment System
practices to avoid child and forced labor.
B4.2 Description of steps taken to eliminate such practices | 5.2 Equal Employment System

when discovered.
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Indicator Disclosure Requirements Indicators Related Chapters
B5: Supply General Policies on managing environmental and social risks of | 3.4 Sustainable Supply Chain
Chain Disclosure the supply chain.
M . , ) . .
anagement B5.1 Number of suppliers by geographical region. 3.4 Sustainable Supply Chain
B5.2 Description of practices relating to engaging suppliers, | 3.4 Sustainable Supply Chain
number of suppliers where such practices are
implemented, and how they are implemented and
monitored.
B5.3 Description of practices used to identify environmental | 3.4 Sustainable Supply Chain
and social risks along the supply chain, and how they
are implemented and monitored.
B5.4 Description of practices used to promote | 3.4 Sustainable Supply Chain
environmentally preferable products and services when
selecting suppliers, and how they are implemented and
monitored.
B6: Product General Policies and compliance information relating to health | 3.1 Innovative Products and Services;
Responsibility Disclosure and safety, advertising, labelling and privacy matters | 3.2 Strengthened Quality
relating to products and services, and methods of | Management;
redress. 4. Protection of Customer Rights
and Interests
B6.1 Percentage of total products sold or shipped subject to | 4.1 Quality Customer Service (No
recalls for safety and health reasons. material complaints were received
during the reporting period
regarding product recalls due to
safety and health reasons)
B6.2 Number of products and service related complaints | 4.1 Quality Customer Service
received and how they are dealt with.
B6.3 Description of practices relating to observing and | 3.3 Intellectual Property Protection
protecting intellectual property rights.
B6.4 Description of quality assurance processes and product | 3.2 Strengthened Quality
recall procedures. Management;
4.1 Quality Customer Service
B6.5 Description of consumer data protection and | 4.2 Information and Data Security

privacy policies, and how they are implemented and
monitored.

Mao Geping Cosmetics Co., Ltd.
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Indicator Disclosure Requirements Indicators Related Chapters
B7: Anti- General Policies and compliance information relating to | 1.6 Anti-Corruption and Anti-Bribery
corruption Disclosure prevention of bribery, extortion, fraud and money | Construction
laundering.
B7.1 Number of concluded legal cases regarding corrupt | 1.6 Anti-Corruption and Anti-Bribery
practices brought against the issuer or its employees | Construction (O corruption cases; 0
during the reporting period and the outcomes. corruption complaints or reports)
B7.2 Description of preventive measures and whistle- | 1.6 Anti-Corruption and Anti-Bribery

blowing procedures, and how they are implemented | Construction
and monitored.

B7.3 Description of anti-corruption training provided to | 1.6 Anti-Corruption and Anti-Bribery
directors and staff. Construction
B8: Community | General Policies on community engagement to understand | 6. Commitment to Social
Investment Disclosure the needs of the communities in which the issuer | Responsibility

operates and to ensure its business activities take into
consideration community interests.

BS.1 Focus areas of contribution (e.g. education, | 6. Commitment to Social
environmental concerns, labor needs, health, culture, | Responsibility
sport).

B8.2 Resources contributed (e.g. money or time) to the focus | 6. Commitment to Social
areas. Responsibility

Part D: Climate-related Disclosures

Indicators Related

Provision Disclosure Requirements Chapters Exemptions/Remarks

Paragraph 19(a) | Information on the governance body | 1.1 Board Statement;
responsible for overseeing climate- | 1.3 Sustainability
related risks and opportunities (skills, | Governance;
frequency of being informed, how | 2.5 Climate Change
climate risks are considered, oversight
of targets and remuneration)

Paragraph 19(b) | Management’s role in governance | 1.3 Sustainability
processes Governance;
2.5 Climate Change

Paragraph 20 Identification and classification (physical/ | 2.5 Climate Change
transition) of climate-related risks and
opportunities, and definition of time

horizons
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Exemptions/Remarks

Paragraph 21

Current and anticipated impacts of
climate-related risks and opportunities
on the business model and value chain

2.5 Climate Change

Paragraph 22

How climate-related risks and
opportunities are addressed in strategy
and decision-making, including
transition plans

2.5 Climate Change

Paragraph 23

Progress on plans disclosed in previous
reporting periods

1.1 Board Statement;
2.2 Greenhouse Gas
Emissions

First year of disclosure under
Part D; no corresponding plans
disclosed in previous periods

Paragraph 24

Current financial impacts (qualitative
and quantitative)

2.5 Climate Change

Financial impact exemption:
The internal data collection
framework is not yet able to
isolate climate-related financial
expenditures with sufficient
precision; quantitative financial
data is currently not available for
disclosure

Paragraph 25

Anticipated financial impacts (qualitative
and quantitative)

2.5 Climate Change

Financial impact exemption +
capability exemption: The skills,
capabilities, or resources required
to provide quantitative data on
anticipated financial impacts are
currently not available

Paragraph 26

Climate resilience (scenario analysis)

2.5 Climate Change

Capability exemption: Climate
resilience is assessed through
qualitative scenario analysis rather
than complex financial modeling,
which is commensurate with the
Group's current level of resource
allocation

Paragraph 27(a)

Processes for identifying, assessing,
prioritising and monitoring climate-
related risks

2.5 Climate Change

Mao Geping Cosmetics Co., Ltd.
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Provision

Disclosure Requirements

Indicators Related
Chapters

Exemptions/Remarks

Paragraph 27(b) | Processes for identifying, assessing, | 2.5 Climate Change
prioritising and monitoring climate-
related opportunities
Paragraph 27(c) | How processes for climate-related risks | 1.3 Sustainability
and opportunities are integrated into | Governance;
overall risk management 2.5 Climate Change
Paragraph 28(a) | Scope 1 greenhouse gas emissions 2.2 Greenhouse Gas
Emissions
Paragraph 28(b) | Scope 2 greenhouse gas emissions 2.2 Greenhouse Gas
Emissions
Paragraph 28(c) | Scope 3 greenhouse gas emissions 2.2 Greenhouse Gas
Emissions
Paragraph 29 Methodologies used to measure | 2.2 Greenhouse Gas
greenhouse gas emissions Emissions
Paragraph 30 Amount and percentage of assets or | 2.5 Climate Change Financial impact exemption:
business activities vulnerable to climate- Currently assessed qualitatively;
related transition risks quantitative data currently not
available for disclosure
Paragraph 31 Amount and percentage of assets or | 2.5 Climate Change Financial impact exemption:
business activities vulnerable to climate- Currently assessed qualitatively;
related physical risks quantitative data currently not
available for disclosure
Paragraph 32 Amount and percentage of assets or | 2.5 Climate Change Financial impact exemption:
business activities aligned with climate- Currently assessed qualitatively;
related opportunities quantitative data currently not
available for disclosure
Paragraph 33 Amount of capital expenditure, | - Financial impact exemption:

financing or investment deployed for
climate-related risks and opportunities

The internal data collection
framework is not yet able to
isolate climate-related financial
expenditures with sufficient
precision; currently not available
for disclosure

Paragraph 34

Internal carbon pricing

2.5 Climate Change
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Provision

Disclosure Requirements

Indicators Related
Chapters

Exemptions/Remarks

Paragraph 35 Whether and how climate-related | 2.5 Climate Change
considerations are incorporated into
remuneration policies
Paragraph 36 Industry metrics -
Paragraphs Climate-related targets (metrics, | 2.2 Greenhouse Gas Data and targets have not yet
37-39 objectives, scope, timeline, base year, | Emissions been third-party verified; to be
progress, etc.) progressively enhanced in future
reports
Paragraph 40 Specific disclosures on greenhouse | 2.2 Greenhouse Gas

gas emissions targets (the types of
greenhouse gases covered, scopes,
gross/net, decarbonisation approach,
carbon credits, etc.)

Emissions

Mao Geping Cosmetics Co., Ltd.
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Ernst & Young LKA TelE E: +852 2846 9888
27/F, One Taikoo Place EHEBBBHEEEI795%  FaxfEE: +852 2868 4432

979 King's Road R —ER2718 ey.com
&j{ Quarry Bay, Hong Kong

To the shareholders of Mao Geping Cosmetics Co., Ltd.
(Incorporated in the People’s Republic of China with limited liability)

Opinion

We have audited the consolidated financial statements of Mao Geping Cosmetics Co., Ltd. (the “Company”) and
its subsidiaries (the “Group”) set out on pages 171 to 264, 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") as issued by the HKICPA.
Our responsibilities under those standards are further described in the Auditor’s responsibilities for the audit of the
consolidated financial statements section of our report. We are independent of the Group in accordance with the
HKICPA's Code of Ethics for Professional Accountants (the “Code”), as applicable to audits of financial statements
of public interest entities. We have also fulfilled our other ethical responsibilities in accordance with the Code. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

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. For each matter below, our description of how our audit addressed the matter is
provided in that context.

We have fulfilled the responsibilities described in the Auditor’s responsibilities for the audit of the consolidated
financial statements section of our report, including in relation to these matters. Accordingly, our audit included
the performance of procedures designed to respond to our assessment of the risks of material misstatement of the
consolidated financial statements. The results of our audit procedures, including the procedures performed to address
the matters below, provide the basis for our audit opinion on the accompanying consolidated financial statements.
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Key audit matters (continued)

Key audit matter How our audit addressed the key audit matter

Revenue recognition — Online direct sales

The Group primarily sells its products to customers
through offline channels such as direct sales via
self-operated counters, retailers and distributors
and online channels such as online direct sales and
online distributors. The Group recognised revenue
of RMB4,903,059,000 from sale of products where
direct online sales amounted to RMB1,944,559,000,
accounting for approximately 39.7% of the total
revenue from sale of products for the year ended 31
December 2025.

Considering the risks arising from the large volume
of transactions generated from the sales of different
products to a significant number of online customers,
recognition of revenue from online direct sales required
significant audit attention to test the occurrence of the
transactions.

Relevant disclosures are included in notes 2.4 and 5 to
the financial statements.

Mao Geping Cosmetics Co., Ltd.

Our procedures in relation to revenue recognition of
online direct sales included:

- Obtaining an understanding of the key controls
over the recognition of revenue from online
direct sales and testing the controls;

- Performing walkthrough and testing IT general
controls and key application controls for the
IT supporting applications which governed the
revenue recognition;

- Comparing the orders generated from online
direct sales with the financial records;

- Performing data analytical procedures such
as concentration analysis of orders made by
account users during the year; and

- Performing reconciliation between revenue
of direct online sales recorded in the financial
system and cash collections.



INDEPENDENT AUDITOR'S REPORT

Key audit matters (continued)

Key audit matter How our audit addressed the key audit matter

Contract liability arising from membership loyalty programme

The Group operates a membership loyalty programme,
which allows customers to accumulate loyalty points
when they purchase products. Loyalty points are
redeemable for discounts of future purchase. The
membership loyalty programme gives rise to a separate
performance obligation because it provides a material
right to customers and the Group allocates a portion
of the transaction price to the loyalty points awarded
to customers based on the relative stand-alone selling
price. As of 31 December 2025, contract liabilities
arising from loyalty points programme amounted to
RMB95,356,000.

The fair value of the loyalty points was estimated by
reference to the discount that the customer would
obtain when redeeming the loyalty points for goods
and the proportion of loyalty points expected to be
forfeited, which required management’s significant
judgement and estimation.

Relevant disclosures are included in notes 2.4, 3 and 24
to the financial statements.

Our procedures in relation to contract liability arising
from membership loyalty programme included:

- Obtaining an understanding of the policy of
loyalty points programme;

- Performing walkthrough and testing IT general
controls and key application controls for the IT
supporting applications in relation to the grant
and subsequent redemption and utilisation of
loyalty points;

- Assessing management’s estimate of the
stand-alone selling price and the allocation
of considerations among sales of goods and
loyalty points granted to customers;

- Evaluating management’s estimation of the
percentage of loyalty points that might be
redeemed by customers by comparing with the
historical information and the settlement of
loyalty points subsequent to year end; and

- Assessing the adequacy of the Group’s
disclosures of the loyalty points programme in
the financial statements.

Annual Report 2025 (1/67




(s

\

INDEPENDENT AUDITOR'S REPORT

Other information included in the Annual Report

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 for the consolidated financial statements

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

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

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

Mao Geping Cosmetics Co., Ltd.



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

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

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

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

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

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

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.
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INDEPENDENT AUDITOR'S REPORT

Auditor’s responsibilities for the audit of the consolidated financial
statements (continued)

° 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
consolidated financial statements. We are responsible for the direction, supervision and review of the audit
work performed for purposes of the group audit. We remain solely responsible for our audit opinion.

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

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

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

The engagement partner on the audit resulting in this independent auditor’s report is Hooi Wan Yee (practising
certificate number: PO7668).

Ernst & Young

Certified Public Accountants
Hong Kong

26 March 2026
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS

AND OTHER COMPREHENSIVE INCOME

Year ended 31 December 2025

Notes 2025 2024
RMB’000 RMB’000
REVENUE 5 5,050,455 3,884,694
Cost of sales (796,770) (607,176)
Gross profit 4,253,685 3,277,518
Other income and gains 5 102,411 68,360
Selling and distribution expenses (2,438,322) (1,904,060)
Administrative expenses (269,053) (267,771)
(Impairment losses)/reversal of impairment losses on
financial assets, net (299) 3,428
Other expenses (50,572) (455)
Finance costs 7 (2,322) (5,289)
Share of profit of an associate 11,623 5,020
PROFIT BEFORE TAX 6 1,607,151 1,176,751
Income tax expense 10 (401,711) (295,422)
PROFIT FOR THE YEAR 1,205,440 881,329
OTHER COMPREHENSIVE LOSS
Other comprehensive loss that may be reclassified to profit
or loss in subsequent periods:
Exchange differences:
Exchange differences on translation of foreign operations (863) -
Net other comprehensive loss that may be reclassified to
profit or loss in subsequent periods (863) =
OTHER COMPREHENSIVE LOSS FOR THE YEAR, NET OF TAX (863) -
TOTAL COMPREHENSIVE INCOME FOR THE YEAR 1,204,577 881,329
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS
AND OTHER COMPREHENSIVE INCOME

Year ended 31 December 2025

Notes 2025 2024
RMB’000 RMB’000
Profit attributable to:
Owners of the parent 1,204,094 880,611
Non-controlling interests 1,346 718
1,205,440 881,329
Total comprehensive income attributable to:
Owners of the parent 1,203,231 880,611
Non-controlling interests 1,346 718
1,204,577 881,329
EARNINGS PER SHARE ATTRIBUTABLE TO ORDINARY
EQUITY HOLDERS OF THE PARENT
Basic and diluted (RMB yuan) 12 2.46 2.18

Mao Geping Cosmetics Co., Ltd.



CONSOLIDATED STATEMENT OF FINANCIAL POSITION

31 December 2025

31 December 31 December

2025 2024
RMB’000 RMB’000

NON-CURRENT ASSETS

Property, plant and equipment 13 456,650 278,890
Investment properties 14 - 3,042
Right-of-use assets 15(a) 682,121 666,686
Other intangible assets 16 2,757 2,778
Investment in an associate 17 48,177 36,554
Prepayments, other receivables and other assets 20 4,093 -
Deferred tax assets 27 60,369 38,313
Total non-current assets 1,254,167 1,026,263
CURRENT ASSETS

Inventories 18 518,631 323,774
Trade receivables 19 240,591 214,543
Prepayments, other receivables and other assets 20 78,401 62,266
Derivative financial instruments 21 5,101 -
Restricted cash 22 2,171 50,167
Cash and cash equivalents 22 2,441,285 2,796,456
Time deposits 992,638 -
Total current assets 4,278,818 3,447,206

CURRENT LIABILITIES

Trade payables 23 158,539 92,065
Other payables and accruals 24 463,391 390,209
Interest-bearing bank and other borrowings 25 - 320,000
Due to a related party 33(b) 5,137 2,948
Due to a director 33(b) - 166
Provision 26 16 90
Lease liabilities 15(b) 36,227 25,539
Tax payable 159,534 120,366
Total current liabilities 822,844 951,383
NET CURRENT ASSETS 3,455,974 2,495,823
TOTAL ASSETS LESS CURRENT LIABILITIES 4,710,141 3,522,086
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

31 December 2025

31 December 31 December

2025 2024
RMB’000 RMB’000

TOTAL ASSETS LESS CURRENT LIABILITIES 4,710,141 3,522,086

NON-CURRENT LIABILITIES

Lease liabilities 15(b) 40,217 18,563

Total non-current liabilities 40,217 18,563

Net assets 4,669,924 3,503,523

EQUITY

Equity attributable to owners of the parent

Share capital 28 245,094 239,212

Reserves 30 4,421,269 3,262,096
4,666,363 3,501,308

Non-controlling interests 3,561 2,215

Total equity 4,669,924 3,503,523

MAO Niping MAO Huiping
Director Director
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Year ended 31 December 2025

Attributable to owners of the parent

Statutory Non-

Share Share Capital surplus Retained controlling Total

capital ~ premium* Reserve* reserve* profits* Total interests equity
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
(note 28) (note 30) (note 30)

At 1 January 2024 60,000 49,550 140 108219 1,327,761 1,545,670 2316 1,547,986

Profit and total comprehensive

income for the year - - - - 880,611 880,611 718 881,329
Share conversion 140,000 (49,550) - (90,450) - - - -
Disposal of partial shareholding in a

subsidiary - - 1 - - 1 Q) -
Capital injection from non-controlling

shareholders - - - - - - 96,000 96,000
Acquisition of non-controlling interests - - 118 - - 118 (96,818) (96,700)
Issue of shares from initial public

offerings 39212 2,122,716 - - - 2161928 - 2161928
Share issue expenses - (102,044) - - - (102,044) - (102,044)
Equity-settled share award expense - - 15,024 - - 15,024 - 15,024
Transfer to statutory surplus reserves - - - 139,812 (139,812) - - -
Dividends declared to shareholders - - - - (1,000,000)  (1,000,000) - (1,000,000)
At 31 December 2024 239212 2,020,672 15,283 157,581 1,068560 3,501,308 2215 3,503,523
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Year ended 31 December 2025

Attributable to owners of the parent

Statutory  Exchange Non-

Share Share Capital surplus  fluctuation  Retained controlling Total
capital  premium*  Reserve*  reserve* reserve* profits* Total interests equity
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
(note 28)  (note 30) (note 30)  (note 30)
At 1 January 2025 239212 2,020,672 15,283 157,581 - 1,068560 3,501,308 2215 3,503,523
Profit for the year - - - - - 1,204,094 1,204,094 1346 1,205,440

Other comprehensive loss for the year:
Exchange differences related to foreign

operations - - - - (863) - (863) - (863)
Total comprehensive income for the year - - - - (863) 1,204,094 1,203,231 1,346 1,204,577
Issue of shares 5,882 305,223 - - - - 311,105 - 311,105
Equity-settled share award expense - - 3,654 - - - 3,654 - 3,654
Transfer of share award scheme reserve
upon vesting - 16,192 (16,192) - - - - - -
Dividends declared to shareholders - - - - - (352,935)  (352,935) - (352,935)
At 31 December 2025 245,094 2,342,087 2,745 157,581 (863) 1,919,719 4,666,363 3,561 4,669,924
h These reserve accounts comprise the consolidated reserves of RMB4,421,269,000 (2024: RMB3,262,096,000) in the

consolidated statement of financial position.
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CONSOLIDATED STATEMENT OF CASH FLOWS

Year ended 31 December 2025

Notes 2025 2024
RMB’000 RMB’000
CASH FLOWS FROM OPERATING ACTIVITIES
Profit before tax 1,607,151 1,176,751
Adjustments for:
Interest income 5| (75,116) (14,402)
Finance costs 7 2,322 5,289
Depreciation of property, plant and equipment 13 47,213 40,963
Depreciation of investment properties 14 71 122
Amortisation of other intangible assets 16 865 835
Loss/(gain) on disposal of items of property, plant and
equipment, net 111 (242)
Depreciation of right-of-use assets 42,696 36,577
Gain on termination of leases, net (38) (548)
Impairment losses/(reversal of impairment losses) on trade
and other receivables, net 299 (3,428)
Fair value gain on the derivative financial instruments (5,101) -
Equity-settled share award expense 3,654 15,024
Write-down/(reversal of write-down) of inventories to net
realisable values 399 (615)
Share of profit of an associate 17 (11,623) (5,020)
Foreign exchange differences, net 43,827 (2,158)
1,656,730 1,249,148
(Increase)/decrease in inventories (195,256) 19,047
Increase in trade receivables (26,247) (55,993)
Increase in prepayments, other receivables and other assets (16,718) (2,980)
Decrease/(increase) in restricted cash 47,996 (46,917)
Increase/(decrease) in trade payables 66,474 (11,524)
Increase in other payables and accruals 48,614 90,078
Decrease in provision (74) (284)
Increase in amounts due to a related party 2,189 1,813
(Decrease)/increase in amounts due to a director (166) 166
Cash generated from operations 1,583,542 1,242,554
Income tax paid (384,116) (273,958)
Net cash flows from operating activities 1,199,426 968,596
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CONSOLIDATED STATEMENT OF CASH FLOWS

Year ended 31 December 2025

Notes 2025 2024
RMB’000 RMB’000
CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of items of property, plant and equipment (186,156) (122,634)
Purchases of other intangible assets (844) (1,058)
Purchase of leasehold land - (492,215)
Placement of time deposits (990,975) -
Purchase of a shareholding in an associate - (22,237)
Proceeds from disposal of items of property,
plant and equipment 105 527
Loans to related parties - (265,000)
Repayment of loans to related parties - 265,000
Interest received 69,644 9,665
Net cash flows used in investing activities (1,108,226) (627,952)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from issue of shares 311,105 2,071,073
Dividends paid (352,935) (1,025,000)
Repayment of principal portion of lease liabilities (41,338) (38,408)
Interest paid (2,322) (2,230)
Proceeds from bank borrowings - 416,941
Repayment of bank borrowings (319,628) (100,000)
Payment of listing expenses - (10,653)
Acquisition of non-controlling interests - (96,700)
Capital injection from non-controlling shareholders of
a subsidiary - 96,000
Net cash flows (used in)/from financing activities (405,118) 1,311,023
NET (DECREASE)INCREASE IN CASH AND CASH EQUIVALENTS (313,918) 1,651,667
Cash and cash equivalents at beginning of year 2,791,719 1,137,894
Effect of foreign exchange rate changes, net (40,325) 2,158
CASH AND CASH EQUIVALENTS AT END OF YEAR 2,437,476 2,791,719
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CONSOLIDATED STATEMENT OF CASH FLOWS

Year ended 31 December 2025

Notes 2025 2024
RMB’000 RMB’000
ANALYSIS OF BALANCES OF CASH AND CASH EQUIVALENTS
Cash and bank balances 22 2,443,456 2,846,623
Restricted cash 22 (2,171) (50,167)
Unreceived interest (3,809) (4,737)
Cash and cash equivalents as stated in the consolidated
statement of financial position and the consolidated
statement of cash flows 2,437,476 2,791,719
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2025

1. CORPORATE AND GROUP INFORMATION

The Company is a limited liability company incorporated in the People’s Republic of China (the “PRC"”) on
28 July 2000. The registered office of the Company is located at Room 1001, Wanyin Building, Shangcheng
District, Hangzhou, Zhejiang, PRC.

During the year, the Company and its subsidiaries (together, the “Group”) were involved in research and
development, production and sale of beauty products, and provision of makeup artistry training, experiential
and personalised customer service.

In the opinion of the directors of the Company, the ultimate controlling shareholders of the Company
are Mr. Mao Geping, Ms. Wang Liqun, Xinyu Zhixun Project Investment Partnership (Limited Partnership)
(formerly known as Hangzhou Dijing Investment Management Partnership (Limited Partnership)) (“Zhixun
Investment”) and Xinyu Jiuhuan Project Investment Partnership (Limited Partnership) (formerly known as
Hangzhou Jiachi Investment Management Partnership (Limited Partnership)) (“Jiuhuan Investment”).

Information about subsidiaries

Particulars of the Company’s principal subsidiaries are as follows:

Percentage of
equity attributable
to the Company

Place and date of
incorporation/ Issued ordinary/
registration and registered share

place of operations capital Direct  Indirect Principal activities

Hangzhou Mao Geping Technology ~ PRC/Chinese mainland RMB10,000,000 100 - Research and development,
Co., Ltd.* 12 November 2009 production and sale of
("Mao Geping Technology”) beauty products

HERTFRBEERAF)

Hangzhou Love Keeps Cosmetics Co.,  PRC/Chinese mainland RMB8,000,000 100 - Sale of beauty products
Ltd.* ("Hangzhou Love Keeps”) 7 November 2013

(MERREHRARAR)

Hangzhou Mao Geping Image Design ~ PRC/Chinese mainland RMB10,000,000 100 - Provision of makeup artistry
Art Co., Ltd.* 10 August 2010 training
("Mao Geping Image Design”)
(MEX TR EMERLF)
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2025

CORPORATE AND GROUP INFORMATION (continued)

Place and date of P?rcenta'gbe °fb|
incorporation/ Issued ordinary/ eqwt:: azt" utable
registration and registered share to the Company

place of operations capital Direct  Indirect Principal activities

Hangzhou Diyue Cosmetics Co., Ltd.*  PRC/Chinese mainland RMB10,000,000 100 - Sale of beauty products
("Hangzhou Diyue”) 2 June 2016
(MR R ERAR)

Beijing Diyue Cosmetics Co., Ltd.* PRC/Chinese mainland RMB5,000,000 95 - Sale of beauty products
("Beijing Diyue") 13 May 2019
JrREtARERAR)

Zhejiang Huidu Cosmetics Co., Ltd.* PRC/Chinese mainland RMB10,000,000 100 - Sale of beauty products
("Zhejiang Huidu") 8 March 2021
(MIESMRERAR)

Hangzhou Keyunshi Biotechnology PRC/Chinese mainland ~ RMB100,000,000 100 - Research and development,
Co., Ltd.*("Hangzhou Keyunshi”) 18 August 2022 production and sale of
(MM EFEMBEERAT) beauty products

Hangzhou Xingyi Equity Investment ~ PRC/Chinese mainland ~ RMB100,000,000 100 - Investment holding

Co., Ltd.* ("Hangzhou Xingyi") 29 December 2022
(MR REREERAR)

Hangzhou Shang Du Hui Cosmetics ~ PRC/Chinese mainland ~ RMB900,000,000 100 - Properties holding
Technology Co., Ltd.* 2 January 2024
("Hangzhou Shang Du Hui")

(M EBE R ARAR)

& The English names of these entities registered in the PRC represent the best efforts made by the management of the
Company to directly translate their Chinese names as they did not register any official English names.

These entities are registered as domestic enterprises under PRC law.
The above table lists the subsidiaries of the Company which, in the opinion of the directors, principally affected

the results for the year or formed a substantial portion of the net assets of the Group. To give details of other
subsidiaries would, in the opinion of the directors, result in particulars of excessive length.
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2025

2. ACCOUNTING POLICIES
2.1 BASIS OF PREPARATION

These financial statements have been prepared in accordance with HKFRS Accounting Standards (which
include all Hong Kong Financial Reporting Standards, Hong Kong Accounting Standards (“HKASs")
and Interpretations) as issued by the Hong Kong Institute of Certified Public Accountants (“HKICPA")
and the disclosure requirements of the Hong Kong Companies Ordinance. They have been prepared
under the historical cost convention, except for derivative financial instruments which have been
measured at fair value. These financial statements are presented in Renminbi (“RMB”) and all values
are rounded to the nearest thousand except when otherwise indicated.

Basis of consolidation

The consolidated financial statements include the financial statements of the Company and its
subsidiaries (collectively referred to as the “Group”) for the year ended 31 December 2025. A
subsidiary is an entity (including a structured entity), directly or indirectly, controlled by the Company.
Control is achieved when the Group is exposed, or has rights, to variable returns from its involvement
with the investee and has the ability to affect those returns through its power over the investee (i.e.,
existing rights that give the Group the current ability to direct the relevant activities of the investee).

Generally, there is a presumption that a majority of voting rights results in control. When the Company
has less than a majority of the voting or similar rights of an investee, the Group considers all relevant
facts and circumstances in assessing whether it has power over an investee, including:

(a) the contractual arrangement with the other vote holders of the investee;
(b) rights arising from other contractual arrangements; and
(©) the Group’s voting rights and potential voting rights.

The financial statements of the subsidiaries are prepared for the same reporting period as the
Company, using consistent accounting policies. The results of subsidiaries are consolidated from the
date on which the Group obtains control, and continue to be consolidated until the date that such
control ceases.

Profit or loss and each component of other comprehensive income are attributed to the owners of
the parent of the Group and to the non-controlling interests, even if this results in the non-controlling
interests having a deficit balance. 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.
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2025

2. ACCOUNTING POLICIES (continued)
2.1 BASIS OF PREPARATION (continued)
Basis of consolidation (continued)

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 described above. A change in the
ownership interest of a subsidiary, without a loss of control, is accounted for as an equity transaction.

If the Group loses control over a subsidiary, it derecognises the related assets (including goodwill),
liabilities, any non-controlling interest and the exchange fluctuation reserve; and recognises the fair
value of any investment retained and any resulting surplus or deficit in profit or loss. The Group’s share
of components previously recognised in other comprehensive income is reclassified to profit or loss
or retained profits, as appropriate, on the same basis as would be required if the Group had directly
disposed of the related assets or liabilities.

2.2 CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES

The Group has adopted amendments to HKAS 21 Lack of Exchangeability for the first time for the
current year’s financial statements. The Group has not early adopted any other standard or amendment
that has been issued but is not yet effective.

Amendments to HKAS 21 specify how an entity shall assess whether a currency is exchangeable
into another currency and how it shall estimate a spot exchange rate at a measurement date when
exchangeability is lacking. The amendments require disclosures of information that enable users of
financial statements to understand the impact of a currency not being exchangeable. As the currencies
that the Group had transacted in and the functional currencies of overseas subsidiaries, for translation
into the Group’s presentation currency were exchangeable, the amendments did not have any impact
on the Group'’s financial statements.

In addition, the HKICPA has issued amendments to lllustrative Examples on HKFRS 7, HKFRS 18, HKAS
1, HKAS 8, HKAS 36 and HKAS 37 Disclosures about Uncertainties in the Financial Statements, which
added illustrative examples in the corresponding HKFRS Accounting Standards. These examples reflect
existing requirements in the corresponding HKFRS Accounting Standards to report the effects of
uncertainties in the financial statements using climate-related examples. Therefore, the amendments
do not have an effective date or transitional provisions. The amendments did not have any impact on
the Group's financial statements.
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2025

2. ACCOUNTING POLICIES (continued)
2.3 ISSUED BUT NOT YET EFFECTIVE HKFRS ACCOUNTING STANDARDS

The Group has not applied the following new and amended HKFRS Accounting Standards, that have
been issued but are not yet effective, in these financial statements. The Group intends to apply these
new and amended 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 Translation to a Hyperinflationary Presentation Currency?
Annual Improvements to HKFRS Amendments to HKFRS 1, HKFRS 7, HKFRS 9, HKFRS 10
Accounting Standards — Volume 11 and HKAS 7!

! Effective for annual periods beginning on or after 1 January 2026
2 Effective for annual periods beginning on or after 1 January 2027
g No mandatory effective date yet determined but available for adoption

Further information about those HKFRS Accounting Standards that are expected to be applicable to the
Group is described below.

HKFRS 18 replaces HKAS 1 Presentation of Financial Statements. While a number of sections have
been brought forward from HKAS 1 with limited changes, HKFRS 18 introduces new requirements for
presentation within the statement of profit or loss and other comprehensive income, including specified
totals and subtotals. Entities are required to classify all income and expenses within the statement of
profit or loss and other comprehensive income into one of the five categories: operating, investing,
financing, income taxes and discontinued operations and to present two new defined subtotals. It
also requires disclosures about management-defined performance measures in a single note and
introduces enhanced requirements on the grouping (aggregation and disaggregation) and the location
of information in both the primary financial statements and the notes. Some requirements previously
included in HKAS 1 are moved to HKAS 8 Accounting Policies, Changes in Accounting Estimates and
Errors, which is renamed as HKAS 8 Basis of Preparation of Financial Statements. As a consequence of
the issuance of HKFRS 18, limited, but widely applicable, amendments are made to HKAS 7 Statement
of Cash Flows, HKAS 33 Earnings per Share and HKAS 34 Interim Financial Reporting. In addition,
there are minor consequential amendments to other HKFRS Accounting Standards. HKFRS 18 and the
consequential amendments to other HKFRS Accounting Standards are effective for annual periods
beginning on or after 1 January 2027 with earlier application permitted. Retrospective application is
required. The Group is currently analysing the new requirements and assessing the impact of HKFRS 18
on the presentation and disclosure of the Group’s financial statements.
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2025

2. ACCOUNTING POLICIES (continued)
2.3 ISSUED BUT NOT YET EFFECTIVE HKFRS ACCOUNTING STANDARDS (continued)

HKFRS 19 allows eligible entities to elect to apply reduced disclosure requirements while still applying
the recognition, measurement and presentation requirements in other HKFRS Accounting Standards.
To be eligible, at the end of the reporting period, an entity must be a subsidiary as defined in HKFRS
10 Consolidated Financial Statements, cannot have public accountability and must have a parent
(ultimate or intermediate) that prepares consolidated financial statements available for public use
which comply with HKFRS Accounting Standards. HKFRS 19 was amended in April 2025 to include
IFRS Accounting Standards in the eligibility criteria for applying the standard. The standard was further
amended in October 2025 to (i) remove disclosure objectives from HKFRS 19; (ii) reduce the disclosure
requirements relating to supplier finance arrangements and a specific class of financial liabilities; and (iii)
replace disclosure requirements relating to management-defined performance measures with a cross-
reference to HKFRS 18 for entities that use these measures. Earlier application is permitted. As the
Company is a listed company, it is not eligible to elect to apply HKFRS 19 and its amendments. Some
of the Company’s subsidiaries are considering the application of HKFRS 19 and its amendments in their
specified financial statements.

Amendments to HKFRS 9 and HKFRS 7 Amendments to the Classification and Measurement of Financial
Instruments clarify the date on which a financial asset or financial liability is derecognised and introduce
an accounting policy option to derecognise a financial liability that is settled through an electronic
payment system before the settlement date if specified criteria are met. The amendments clarify how
to assess the contractual cash flow characteristics of financial assets with environmental, social and
governance and other similar contingent features. Moreover, the amendments clarify the requirements
for classifying financial assets with non-recourse features and contractually linked instruments. The
amendments also include additional disclosures for investments in equity instruments designated at fair
value through other comprehensive income and financial instruments with contingent features. The
amendments shall be applied retrospectively with an adjustment to opening retained profits (or other
component of equity) at the initial application date. Prior periods are not required to be restated and
can only be restated without the use of hindsight. Earlier application of either all the amendments at
the same time or only the amendments related to the classification of financial assets is permitted. The
amendments are not expected to have any significant impact on the Group’s financial statements.
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2025

2. ACCOUNTING POLICIES (continued)
2.3 ISSUED BUT NOT YET EFFECTIVE HKFRS ACCOUNTING STANDARDS (continued)

Amendments to HKFRS 9 and HKFRS 7 Contracts Referencing Nature-dependent Electricity clarify
the application of the "own-use" requirements for in-scope contracts and amend the designation
requirements for a hedged item in a cash flow hedging relationship for in-scope contracts. The
amendments also include additional disclosures that enable users of financial statements to understand
the effects these contracts have on an entity’s financial performance and future cash flows. The
amendments relating to the own-use exception shall be applied retrospectively. Prior periods are
not required to be restated and can only be restated without the use of hindsight. The amendments
relating to the hedge accounting shall be applied prospectively to new hedging relationships
designated on or after the date of initial application. Earlier application is permitted. The amendments
to HKFRS 9 and HKFRS 7 shall be applied at the same time. The amendments are not expected to have
any significant impact on the Group's financial statements.

Amendments to HKFRS 10 and HKAS 28 address an inconsistency between the requirements in HKFRS
10 and in HKAS 28 in dealing with the sale or contribution of assets between an investor and its
associate or joint venture. The amendments require a full recognition of a gain or loss resulting from a
downstream transaction when the sale or contribution of assets constitutes a business. For a transaction
involving assets that do not constitute a business, a gain or loss resulting from the transaction is
recognised in the investor’s profit or loss only to the extent of the unrelated investor’s interest in that
associate or joint venture. The amendments are to be applied prospectively. The previous mandatory
effective date of amendments to HKFRS 10 and HKAS 28 was removed by the HKICPA. However, the
amendments are available for adoption now.

Amendments to HKAS 21 Translation to a Hyperinflationary Presentation Currency require the
translation from a non-hyperinflationary functional currency into a hyperinflationary presentation
currency at the closing rate. The amendments also require an entity whose functional currency and
presentation currency are the currency of a hyperinflationary economy to restate the comparative
amounts of a foreign operation whose functional currency is that of a non-hyperinflationary economy,
by applying the general price index, in accordance with paragraph 34 of HKAS 29 Financial Reporting
in Hyperinflationary Economies, to the foreign operation’s comparative figures. The amendments
introduce certain additional disclosures. Earlier application is permitted. The amendments are not
expected to have any significant impact on the Group'’s financial statements.
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2025

2. ACCOUNTING POLICIES (continued)
2.3 ISSUED BUT NOT YET EFFECTIVE HKFRS ACCOUNTING STANDARDS (continued)

Annual Improvements to HKFRS Accounting Standards — Volume 11 set out amendments to HKFRS 1,
HKFRS 7 (and the accompanying Guidance on implementing HKFRS 7), HKFRS 9, HKFRS 10 and HKAS 7.
Details of the amendments that are expected to be applicable to the Group are as follows:

o HKFRS 7 Financial Instruments: Disclosures: The amendments have updated certain wording
in paragraph B38 of HKFRS 7 and paragraphs 1G1, IG14 and IG20B of the Guidance on
implementing HKFRS 7 for the purpose of simplification or achieving consistency with other
paragraphs in the standard and/or with the concepts and terminology used in other standards.
In addition, the amendments clarify that the Guidance on implementing HKFRS 7 does not
necessarily illustrate all the requirements in the referenced paragraphs of HKFRS 7 nor does
it create additional requirements. Earlier application is permitted. The amendments are not
expected to have any significant impact on the Group'’s financial statements.

o HKFRS 9 Financial Instruments: The amendments clarify that when a lessee has determined
that a lease liability has been extinguished in accordance with HKFRS 9, the lessee is required
to apply paragraph 3.3.3 of HKFRS 9 and recognise any resulting gain or loss in profit or
loss. However, the amendments do not address how a lessee distinguishes between a lease
modification as defined in HKFRS 16 and an extinguishment of a lease liability in accordance
with HKFRS 9. In addition, the amendments have updated certain wording in paragraph 5.1.3
of HKFRS 9 and Appendix A of HKFRS 9 to remove potential confusion. Earlier application is
permitted. The amendments are not expected to have any significant impact on the Group’s
financial statements.

o HKFRS 10 Consolidated Financial Statements: The amendments clarify that the relationship
described in paragraph B74 of HKFRS 10 is just one example of various relationships that
might exist between the investor and other parties acting as de facto agents of the investor,
which removes the inconsistency with the requirement in paragraph B73 of HKFRS 10. Earlier
application is permitted. The amendments are not expected to have any significant impact on
the Group's financial statements.

o HKAS 7 Statement of Cash Flows: The amendments replace the term “cost method” with
“at cost” in paragraph 37 of HKAS 7 following the prior deletion of the definition of “cost
method”. Earlier application is permitted. The amendments are not expected to have any
impact on the Group's financial statements.
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2025

2. ACCOUNTING POLICIES (continued)
2.4 MATERIAL ACCOUNTING POLICY INFORMATION
Investments in associates

An associate is an entity in which the Group has a long term interest of generally not less than 20% of
the equity voting rights and over which it 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.

The Group’s investments in associates are stated in the consolidated statement of financial position at
the Group’s share of net assets under the equity method of accounting, less any impairment losses.
The Group's share of the post-acquisition results and other comprehensive income of associates is
included in profit or loss and other comprehensive income, respectively. In addition, when there has
been a change recognised directly in the equity of associates, the Group recognises its share of any
changes, when applicable, in the consolidated statement of changes in equity. Unrealised gains and
losses resulting from transactions between the Group and its associates are eliminated to the extent
of the Group’s investments in the associates, except where unrealised losses provide evidence of an
impairment of the assets transferred. Goodwill arising from the acquisition of associates is included as
part of the Group’s investments in associates.

If an investment in an associate becomes an investment in a joint venture or vice versa, the retained
interest is not remeasured. Instead, the investment continues to be accounted for under the equity
method. In all other cases, upon loss of significant influence over the associate, the Group measures
and recognises any retained investment at its fair value. Any difference between the carrying amount
of the associate upon loss of significant influence and the fair value of the retained investment and
proceeds from disposal is recognised in profit or loss.

Fair value measurement

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. The fair value measurement is
based on the presumption that the transaction to sell the asset or transfer the liability takes place either
in the principal market for the asset or liability, or in the absence of a principal market, in the most
advantageous market for the asset or liability. The principal or the most advantageous market must be
accessible by the Group. The fair value of an asset or a liability is measured using the assumptions that
market participants would use when pricing the asset or liability, assuming that market participants act
in their economic best interest.

(88 Mao Geping Cosmetics Co., Ltd.
\L



NOTES TO THE FINANCIAL STATEMENTS

31 December 2025

2. ACCOUNTING POLICIES (continued)
2.4 MATERIAL ACCOUNTING POLICY INFORMATION (continued)
Fair value measurement (continued)

A fair value measurement of a non-financial asset takes into account a market participant’s ability to
generate economic benefits by using the asset in its highest and best use or by selling it to another
market participant that would use the asset in its highest and best use.

The Group uses valuation techniques that are appropriate in the circumstances and for which sufficient
data are available to measure fair value, maximising the use of relevant observable inputs and
minimising the use of unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the financial statements are
categorised within the fair value hierarchy, described as follows, based on the lowest level input that is
significant to the fair value measurement as a whole:

Level 1 - based on quoted prices (unadjusted) in active markets for identical assets or liabilities

Level 2 - based on valuation techniques for which the lowest level input that is significant to
the fair value measurement is observable, either directly or indirectly

Level 3 - based on valuation techniques for which the lowest level input that is significant to
the fair value measurement is unobservable

For assets and liabilities that are recognised in the financial statements on a recurring basis, the
Group determines whether transfers have occurred between levels in the hierarchy by reassessing
categorisation (based on the lowest level input that is significant to the fair value measurement as a
whole) at the end of each reporting period.

Impairment of non-financial assets

Where an indication of impairment exists, or when annual impairment testing for an asset is required
(other than inventories, deferred tax assets and financial assets), the asset’s recoverable amount is
estimated. An asset’s recoverable amount is the higher of the asset’s or cash-generating unit’s value in
use and its fair value less costs of disposal, and is determined for an individual asset, unless the asset
does not generate cash inflows that are largely independent of those from other assets or groups of
assets, in which case the recoverable amount is determined for the cash-generating unit to which the
asset belongs.
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2.

ACCOUNTING POLICIES (continued)

24

MATERIAL ACCOUNTING POLICY INFORMATION (continued)
Impairment of non-financial assets (continued)

In testing a cash-generating unit for impairment, a portion of the carrying amount of a corporate asset
(e.g., a headquarters building) is allocated to an individual cash-generating unit if it can be allocated on
a reasonable and consistent basis or, otherwise, to the smallest group of cash-generating units.

An impairment loss is recognised only if the carrying amount of an asset exceeds its recoverable
amount. 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. An impairment loss is charged to profit or loss in the period in which it
arises in those expense categories consistent with the function of the impaired asset.

An assessment is made at the end of each reporting period as to whether there is an indication
that previously recognised impairment losses may no longer exist or may have decreased. If such an
indication exists, the recoverable amount is estimated. A previously recognised impairment loss of an
asset other than goodwill is reversed only if there has been a change in the estimates used to determine
the recoverable amount of that asset, but not to an amount higher than the carrying amount that
would have been determined (net of any amortisation/depreciation) had no impairment loss been
recognised for the asset in prior years. A reversal of such an impairment loss is credited to profit or loss
in the period in which it arises.

Related parties

A party is considered to be related to the Group if:

(@) the party is a person or a close member of that person’s family and that person
(i) has control or joint control over the Group;
(ii) has significant influence over the Group; or

(iii) is a member of the key management personnel of the Group or of a parent of the
Group;

or

Mao Geping Cosmetics Co., Ltd.



NOTES TO THE FINANCIAL STATEMENTS

31 December 2025

2. ACCOUNTING POLICIES (continued)
2.4 MATERIAL ACCOUNTING POLICY INFORMATION (continued)
Related parties (continued)

(b) the party is an entity where any of the following conditions applies:
(i) the entity and the Group are members of the same group;

(ii) one entity is an associate or joint venture of the other entity (or of a parent, subsidiary or
fellow subsidiary of the other entity);

(i) the entity and the Group are joint ventures of the same third party;

(iv) one entity is a joint venture of a third entity and the other entity is an associate of the
third entity;

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

(vi) the entity is controlled or jointly controlled by a person identified in (a);

(vii)  a person identified in (a)(i) has significant influence over the entity or is a member of the
key management personnel of the entity (or of a parent of the entity); and

(viii)  the entity, or any member of a group of which it is a part, provides key management
personnel services to the Group or to the parent of the Group.

Property, plant and equipment and depreciation

Property, plant and equipment, other than construction in progress, are stated at cost less accumulated
depreciation and any impairment losses. The cost of an item of property, plant and equipment
comprises its purchase price and any directly attributable costs of bringing the asset to its working
condition and location for its intended use.

Expenditure incurred after items of property, plant and equipment have been put into operation, such
as repairs and maintenance, is normally charged to profit or loss in the period in which it is incurred.
In situations where the recognition criteria are satisfied, the expenditure for a major inspection is
capitalised in the carrying amount of the asset as a replacement. Where significant parts of property,
plant and equipment are required to be replaced at intervals, the Group recognises such parts as
individual assets with specific useful lives and depreciates them accordingly.
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2025

2. ACCOUNTING POLICIES (continued)
2.4 MATERIAL ACCOUNTING POLICY INFORMATION (continued)
Property, plant and equipment and depreciation (continued)

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:

Leasehold improvements 10 months to 10 years
Motor vehicles 3 to 5 years
Office equipment 3 to 5 years
Buildings 20 to 30 years

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 method 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 the 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.

Construction in progress is stated at cost less any impairment losses, and is not depreciated. It is
reclassified to the appropriate category of property, plant and equipment when completed and ready
for use.

Intangible assets (other than goodwiill)

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.

Software

Purchased software is stated at cost less any impairment losses and is amortised on the straight-line
basis over the estimated useful life of 4 to 5 years.
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2. ACCOUNTING POLICIES (continued)
2.4 MATERIAL ACCOUNTING POLICY INFORMATION (continued)
Intangible assets (other than goodwill) (continued)
Research and development costs

All research costs are charged to profit or loss as incurred.

Expenditure incurred on projects to develop new technology is capitalised and deferred only when the
Group can demonstrate the technical feasibility of completing the intangible asset so that it will be
available for use or sale, its intention to complete and its ability to use or sell the asset, how the asset
will generate future economic benefits, the availability of resources to complete the project and the
ability to measure reliably the expenditure during the development. Development expenditure which
does not meet these criteria is expensed when incurred.

Leases

The Group assesses at contract inception whether a contract is, or contains, a lease. A contract is, or
contains, a lease if the contract conveys the right to control the use of an identified asset for a period
of time in exchange for consideration.

Group as a lessee

The Group applies a single recognition and measurement approach for all leases, except for short-term
leases and leases of low-value assets. The Group recognises lease liabilities to make lease payments and
right-of-use assets representing the right to use the underlying assets.

(@) Right-of-use assets

Right-of-use assets are recognised at the commencement date of the lease (that is the date the
underlying asset is available for use). Right-of-use assets are measured at cost, less accumulated
depreciation and any impairment losses, and adjusted for any remeasurement of lease liabilities.
The cost of right-of-use assets includes the amount of lease liabilities recognised, initial direct
costs incurred, and lease payments made at or before the commencement date less any lease
incentives received. 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:

Self-operated counters 1to 5 years
Office premises and warehouses 18 months to 10 years
Leasehold land 40 to 50 years

If ownership of the leased asset transfers 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
life of the asset.
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31 December 2025

2.

ACCOUNTING POLICIES (continued)
2.4 MATERIAL ACCOUNTING POLICY INFORMATION (continued)

Leases (continued)

Group as a lessee (continued)

(b)

©

Lease liabilities

Lease liabilities are recognised at the commencement date of the lease at the present value of
lease payments to be made over the lease term. The lease payments include fixed payments
(including in-substance fixed payments) less any lease incentives receivable, variable lease
payments that depend on an index or a rate, and amounts expected to be paid under residual
value guarantees. The lease payments also include the exercise price of a purchase option
reasonably certain to be exercised by the Group and payments of penalties for termination of
a lease, if the lease term reflects the Group exercising the option to terminate the lease. The
variable lease payments that do not depend on an index or a rate are recognised as an expense
in the period in which the event or condition that triggers the payment occurs.

In calculating the present value of lease payments, the Group uses its incremental borrowing
rate at the lease commencement date because the interest rate implicit in the lease is not
readily determinable. After the commencement date, the amount of lease liabilities is increased
to reflect the accretion of interest and reduced for the lease payments made. In addition, the
carrying amount of lease liabilities is remeasured if there is a modification, a change in the lease
term, a change in lease payments (e.g., a change to future lease payments resulting from a
change in an index or rate) or a change in assessment of an option to purchase the underlying
asset.

The Group’s lease liabilities are presented separately in the consolidated statement of financial
position.

Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition exemption to its short-term leases of
warehouses and self-operated counters (that is those leases that have a lease term of 12 months
or less from the commencement date and do not contain a purchase option). When the Group
enters into a lease in respect of a low-value asset, the Group decides whether to capitalise the
lease on a lease-by-lease basis.

Lease payments on short-term leases and leases of low-value assets, which are not capitalised,
are recognised as an expense on a straight-line basis over the lease term.
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31 December 2025

2. ACCOUNTING POLICIES (continued)
2.4 MATERIAL ACCOUNTING POLICY INFORMATION (continued)
Investments and other financial assets
Initial recognition and measurement

Financial assets are classified, at initial recognition, as subsequently measured at amortised cost, fair
value through other comprehensive income, and fair value through profit or loss.

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” below.

In order for a financial asset to be classified and measured at amortised cost or fair value through other
comprehensive income, it needs to give rise to cash flows that are solely payments of principal and
interest (“SPPI1”) 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.

Purchases or sales of financial assets that require delivery of assets within the period generally established

by regulation or convention in the marketplace are recognised on the trade date, that is, the date that
the Group commits to purchase or sell the asset.
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2.

ACCOUNTING POLICIES (continued)

24

MATERIAL ACCOUNTING POLICY INFORMATION (continued)
Investments and other financial assets (continued)
Subsequent measurement

The subsequent measurement of financial assets depends on their classification as follows:

Financial assets at amortised cost (debt instruments)

Financial assets at amortised cost 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.

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss are carried in the statement of financial position at
fair value with net changes in fair value recognised in profit or loss.

This category includes derivative instruments and equity investments which the Group had not
irrevocably elected to classify at fair value through other comprehensive income. Dividends on the
equity investments are also recognised as other income in profit or loss when the right of payment has
been established.

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

o 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.
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31 December 2025

2. ACCOUNTING POLICIES (continued)
2.4 MATERIAL ACCOUNTING POLICY INFORMATION (continued)
Derecognition of financial assets (continued)

Continuing involvement that takes the form of a guarantee over the transferred asset 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.

Impairment of financial assets

The Group recognises an allowance for 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 (a 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 (a 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 that there has been a significant increase in credit risk when
contractual payments are more than 30 days past due.

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.
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31 December 2025

2. ACCOUNTING POLICIES (continued)
2.4 MATERIAL ACCOUNTING POLICY INFORMATION (continued)
Impairment of financial assets (continued)
General approach (continued)

Debt investments at fair value through other comprehensive income and 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

Stage2 - 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

Simplified approach

For trade 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 the 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 financial liabilities at fair value through profit
or loss, loans and borrowings, payables, or as derivatives designated as hedging instruments in an
effective hedge, 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, other payables and accruals, lease liabilities,
interest-bearing bank and other borrowings and amounts due to a related party.
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2. ACCOUNTING POLICIES (continued)
2.4 MATERIAL ACCOUNTING POLICY INFORMATION (continued)
Financial liabilities (continued)
Subsequent measurement

The subsequent measurement of financial liabilities depends on their classification as follows:

Financial liabilities at amortised cost (trade and other payables, and borrowings)

After initial recognition, trade and other payables, interest-bearing bank borrowings and amounts
due to a related party 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.

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.
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MATERIAL ACCOUNTING POLICY INFORMATION (continued)
Derivative financial instruments
Initial recognition and subsequent measurement

The Group uses derivative financial instruments, such as forward currency contracts, to hedge its
foreign currency risk. Such derivative financial instruments are initially recognised at fair value on the
date on which a derivative contract is entered into and are subsequently remeasured at fair value.
Derivatives are carried as assets when the fair value is positive and as liabilities when the fair value is
negative.

Any gains or losses arising from changes in fair value of derivatives are taken directly to the statement
of profit or loss.

Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is determined on the weighted
average cost basis. Net realisable value is based on estimated selling prices less any estimated costs to
be incurred to completion and disposal.

Cash and cash equivalents

Cash and cash equivalents in the statement of financial position comprise cash on hand and at banks,
and short-term highly liquid deposits with a maturity of generally within three months that are readily
convertible into known amounts of cash, subject to an insignificant risk of changes in value and held
for the purpose of meeting short-term cash commitments.

For the purpose of the consolidated statement of cash flows, cash and cash equivalents comprise
cash on hand and at banks, and short-term deposits as defined above, less bank overdrafts which are
repayable on demand and form an integral part of the Group’s cash management.

Provisions

A provision is recognised when a present obligation (legal or constructive) has arisen as a result of a
past event and it is probable that a future outflow of resources will be required to settle the obligation,
provided that a reliable estimate can be made of the amount of the obligation.
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2025

2. ACCOUNTING POLICIES (continued)
2.4 MATERIAL ACCOUNTING POLICY INFORMATION (continued)
Provisions (continued)

When the effect of discounting is material, the amount recognised for a provision is the present value
at the end of the reporting period of the future expenditures expected to be required to settle the
obligation. The increase in the discounted present value amount arising from the passage of time is
included in finance costs in profit or loss.

The Group provides for warranties in relation to the sale of certain products for general replacement
of defects occurring during the warranty period. Provisions for these assurance-type warranties
granted by the Group are initially recognised based on sales volume and past experience of the level
of replacements, discounted to their present values as appropriate. The warranty-related cost is revised
annually.

Income tax

Income tax comprises current and deferred tax. Income tax relating to items recognised outside profit
or loss is recognised outside profit or loss, either in other comprehensive income or directly in equity.

Current tax assets and liabilities are measured at the amount expected to be recovered from or paid
to the taxation authorities, based on tax rates (and tax laws) that have been enacted or substantively
enacted by the end of the reporting period, taking into consideration interpretations and practices
prevailing in the countries in which the Group operates.

Deferred tax is provided, using the liability method, on all temporary differences at the end of the
reporting period between the tax bases of assets and liabilities and their carrying amounts for financial
reporting purposes.

Deferred tax liabilities are recognised for all taxable temporary differences, except:

o when the deferred tax liability arises from the initial recognition of goodwill or an asset or
liability in a transaction that is not a business combination and, at the time of the transaction,
affects neither the accounting profit nor taxable profit or loss and does not give rise to equal
taxable and deductible temporary differences; and

o in respect of taxable temporary differences associated with investments in subsidiaries and

associates, when the timing of the reversal of the temporary differences can be controlled and it is
probable that the temporary differences will not reverse in the foreseeable future.
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2025

2.

ACCOUNTING POLICIES (continued)

24

MATERIAL ACCOUNTING POLICY INFORMATION (continued)
Income tax (continued)

Deferred tax assets are recognised for all deductible temporary differences, and the carryforward of
unused tax credits and any unused tax losses. Deferred tax assets are recognised to the extent that it is
probable that taxable profit will be available against which the deductible temporary differences, and
the carryforward of unused tax credits and unused tax losses can be utilised, except:

o when the deferred tax asset relating to the deductible temporary differences arises from the
initial recognition of an asset or liability in a transaction that is not a business combination and,
at the time of the transaction, affects neither the accounting profit nor taxable profit or loss and
does not give rise to equal taxable and deductible temporary differences; and

o in respect of deductible temporary differences associated with investments in subsidiaries and
associates, deferred tax assets are only recognised to the extent that it is probable that the
temporary differences will reverse in the foreseeable future and taxable profit will be available
against which the temporary differences can be utilised.

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 profit will be available to allow all or
part of the deferred tax asset to be utilised. Unrecognised deferred tax assets are reassessed at the end
of each reporting period and are recognised to the extent that it has become probable that sufficient
taxable profit will be available to allow all or part of the deferred tax asset to be recovered.

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

Deferred tax assets and deferred tax liabilities are offset if and only if the Group has a legally
enforceable right to set off current tax assets and current tax liabilities and the deferred tax assets and
deferred tax liabilities relate to income taxes levied by the same taxation authority on either the same
taxable entity or different taxable entities which intend either to settle current tax liabilities and assets
on a net basis, or to realise the assets and settle the liabilities simultaneously, in each future period in
which significant amounts of deferred tax liabilities or assets are expected to be settled or recovered.

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.
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2025

2. ACCOUNTING POLICIES (continued)
2.4 MATERIAL ACCOUNTING POLICY INFORMATION (continued)
Revenue recognition
Revenue from contracts with customers

Revenue from contracts with customers is recognised when control of goods or services is transferred
to the customers at an amount that reflects the consideration to which the Group expects to be
entitled in exchange for those goods or services.

When the consideration in a contract includes a variable amount, the amount of consideration is
estimated to which the Group will be entitled in exchange for transferring the goods or services to the
customer. The variable consideration is estimated at contract inception and constrained until it is highly
probable that a significant revenue reversal in the amount of cumulative revenue recognised will not
occur when the associated uncertainty with the variable consideration is subsequently resolved.

When the contract contains a financing component which provides the customer with a significant
benefit of financing the transfer of goods or services to the customer for more than one year, revenue is
measured at the present value of the amount receivable, discounted using the discount rate that would
be reflected in a separate financing transaction between the Group and the customer at contract
inception. When the contract contains a financing component which provides the Group with a
significant financial benefit for more than one year, revenue recognised under the contract includes the
interest expense accreted on the contract liability under the effective interest method. For a contract
where the period between the payment by the customer and the transfer of the promised goods or
services is one year or less, the transaction price is not adjusted for the effects of a significant financing
component, using the practical expedient in HKFRS 15.

(@) Sale of products

The Group primarily sells its products to customers through offline channels such as direct sales
via self-operated counters, retailers and distributors and online channels such as direct online
sales and distributors. Revenue from the sale of products is recognised at the point in time
when control of the asset is transferred to the customer, generally on delivery of the goods or
upon the confirmation by the customer. Specifically, revenue from direct sales and consignment
is recognised when the goods are delivered to consumers directly in the counters or when the
goods are sent by express delivery to and accepted by consumers. Revenue from retailers and
distributors is recognised when the goods are delivered to designated locations or transferred to
designated carriers.

Some contracts for the sales of products provide customers with rights of return and volume
rebates, giving rise to variable consideration.
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2025

2.

ACCOUNTING POLICIES (continued)
2.4 MATERIAL ACCOUNTING POLICY INFORMATION (continued)

Revenue recognition (continued)

Revenue from contracts with customers (continued)

(@

Sale of products (continued)

(i)

(ii)

(iii)

Rights of return

For contracts which provide a customer with a right to return the goods within a
specified period, the expected value method is used to estimate the goods that will not
be returned because this method best predicts the amount of variable consideration to
which the Group will be entitled. The requirements in HKFRS 15 on constraining estimates
of variable consideration are applied in order to determine the amount of variable
consideration that can be included in the transaction price. For goods that are expected
to be returned, instead of revenue, a refund liability is recognised if it is material.

Volume rebates

Retrospective volume rebates may be provided to certain customers once the quantity
of products purchased during the period exceeds a threshold specified in the contract.
Rebates are offset against amounts payable by the customer. To estimate the variable
consideration for the expected future rebates, the most likely amount method is
used for contracts with a single-volume threshold and the expected value method for
contracts with more than one volume threshold. The selected method that best predicts
the amount of variable consideration is primarily driven by the number of volume
thresholds contained in the contract. The requirements on constraining estimates of
variable consideration are applied and a refund liability for the expected future rebates is
recognised.

Membership loyalty programme

The Group operated a membership loyalty programme, which allowed customers
to accumulate loyalty points when they purchase products. The loyalty points could
be redeemed for discounts on products in a limited period. Under HKFRS 15, the
membership loyalty programme gives rise to a separate performance obligation because
it provides a material right to the customer and the Group allocated a portion of the
transaction price to the loyalty points awarded to customers based on the relative stand-
alone selling price.
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2025

2. ACCOUNTING POLICIES (continued)
2.4 MATERIAL ACCOUNTING POLICY INFORMATION (continued)
Revenue recognition (continued)
Revenue from contracts with customers (continued)
(b)  Makeup artistry training and related sales

Revenue from the provision of makeup artistry training service is recognised over the training
period on a straight-line basis because the customer simultaneously receives and consumes the
benefits provided by the Group.

Other related sales mainly include the sale of beauty salon products to program participants
who participate in makeup artistry training service and the sale of recorded makeup training
courses. Revenue from other related sales is recognised at the point in time when control of the
asset is transferred to the customer or the service is rendered.

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.

Contract liabilities

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 goods or services to the customer).

Right-of-return assets

A right-of-return asset is recognised for the right to recover the goods expected to be returned by
customers. The asset is measured at the former carrying amount of the goods to be returned, less any
expected costs to recover the goods and any potential decreases in the value of the returned goods.
The Group updates the measurement of the asset for any revisions to the expected level of returns and
any additional decreases in the value of the returned goods.

Refund liabilities

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

31 December 2025

2. ACCOUNTING POLICIES (continued)
2.4 MATERIAL ACCOUNTING POLICY INFORMATION (continued)
Share-based payments

The Company operates an employee incentive scheme and a restricted share unit incentive scheme for
the purpose of providing incentives and rewards to eligible participants who contribute to the success
of the Group's operations. Employees of the Group receive remuneration in the form of share-based
payments, whereby employees render services in exchange for equity instruments (“equity-settled
transactions”). The cost of equity-settled transactions with employees is measured by reference to the
fair value at the date at which they are granted. The fair value is measured at the market value of the
shares, further details of which are given in note 29 to the financial statements.

The cost of equity-settled transactions is recognised in employee benefit expense, together with a
corresponding increase in equity, over the period in which the performance and/or service conditions
are fulfilled. The cumulative expense recognised for equity-settled transactions at the end of each
reporting period until the vesting date reflects the extent to which the vesting period has expired and
the Group's best estimate of the number of equity instruments that will ultimately vest. The charge or
credit to profit or loss for a period represents the movement in the cumulative expense recognised as at
the beginning and end of that period.

Service and non-market performance conditions are not taken into account when determining the
grant date fair value of awards, but the likelihood of the conditions being met is assessed as part
of the Group's best estimate of the number of equity instruments that will ultimately vest. Market
performance conditions are reflected within the grant date fair value. Any other conditions attached to
an award, but without an associated service requirement, are considered to be non-vesting conditions.
Non-vesting conditions are reflected in the fair value of an award and lead to an immediate expensing
of an award unless there are also service and/or performance conditions.

For awards that do not ultimately vest because non-market performance and/or service conditions have
not been met, no expense is recognised. Where awards include a market or non-vesting condition,
the transactions are treated as vesting irrespective of whether the market or non-vesting condition is
satisfied, provided that all other performance and/or service conditions are satisfied.

Where the terms of an equity-settled award are modified, as a minimum an expense is recognised as
if the terms had not been modified, if the original terms of the award are met. In addition, an expense
is recognised for any modification that increases the total fair value of the share-based payments, or is
otherwise beneficial to the employee as measured at the date of modification. Where an equity-settled
award is cancelled, it is treated as if it had vested on the date of cancellation, and any expense not yet
recognised for the award is recognised immediately.
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2025

2. ACCOUNTING POLICIES (continued)
2.4 MATERIAL ACCOUNTING POLICY INFORMATION (continued)
Other employee benefits
Pension schemes

The employees of the Group’s subsidiaries which operate in Chinese mainland are required to
participate in central pension schemes operated by the local municipal government and the central
government. These subsidiaries are required to contribute a certain percentage of payroll costs to the
central pension schemes. The contributions are charged to profit or loss as they become payable in
accordance with the rules of the central pension schemes.

Events after the reporting period

If the Group receives information after the reporting period, but prior to the date of authorisation
for issue, about conditions that existed at the end of the reporting period, it will assess whether the
information affects the amounts that it recognises in its financial statements. The Group will adjust the
amounts recognised in its financial statements to reflect any adjusting events after the reporting period
and update the disclosures that relate to those conditions in light of the new information. For non-
adjusting events after the reporting period, the Group will not change the amounts recognised in its
financial statements, but will disclose the nature of the non-adjusting events and an estimate of their
financial effects, or a statement that such an estimate cannot be made, if applicable.

Dividends

Final dividends are recognised as a liability when they are approved by the shareholders in a general
meeting. Proposed final dividends are disclosed in the notes to the financial statements. Interim
dividends are simultaneously proposed and declared, because the Company’s memorandum and
articles of association grant the directors the authority to declare interim dividends. Consequently,
interim dividends are recognised immediately as a liability when they are proposed and declared.

Foreign currencies

These financial statements are presented in Renminbi, which is the Company’s functional currency.
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 the
statement of profit or loss and other comprehensive income.
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2025

2.

ACCOUNTING POLICIES (continued)

24

MATERIAL ACCOUNTING POLICY INFORMATION (continued)
Foreign currencies (continued)

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.

The functional currencies of certain subsidiaries operating outside Chinese Mainland are currencies
other than the RMB. As at the end of the reporting period, the assets and liabilities of these entities
are translated into RMB at the exchange rates prevailing at the end of the reporting period and their
statements of profit or loss are translated into RMB 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, except to the extent that the differences are attributable to
non-controlling interests. On disposal of a foreign operation, the cumulative amount in the reserve
relating to that particular foreign operation is recognised in the statement of profit or loss and other
comprehensive income.

For the purpose of the consolidated statement of cash flows, the cash flows of overseas subsidiaries are
translated into RMB at the exchange rates ruling at the dates of the cash flows. Frequently recurring
cash flows of overseas subsidiaries which arise throughout the year are translated into RMB at the
weighted average exchange rates for the year.
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2025

SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES

The preparation of the Group’s financial statements requires management to make judgements, estimates
and assumptions that affect the reported amounts of revenues, expenses, assets and liabilities, and their
accompanying disclosures, and the disclosure of contingent liabilities. Uncertainty about these assumptions
and estimates could result in outcomes that could require a material adjustment to the carrying amounts of
the assets or liabilities affected in the future.

Judgements

In the process of applying the Group’s accounting policies, management has made the following judgements,
apart from those involving estimations, which have the most significant effect on the amounts recognised in
the financial statements:

Revenue from contracts with customers

The Group applied the following judgements that significantly affect the determination of the amount and
timing of revenue from contracts with customers:

(a) Identification of a customer and gross versus net revenue recognition

The determination of whether revenue should be reported on a gross or net basis is based on an
assessment of whether the Group is acting as a principal or an agent in the transaction. If the Group
is acting as a principal in a transaction, the Group reports revenue on a gross basis. If the Group is
acting as an agent in a transaction, the Group reports revenue on a net basis. The determination of
whether the Group is acting as a principal or an agent in a transaction involves judgement and is based
on an evaluation of the terms of the arrangement. The Group is considered a principal if it controls
a promised good or service before transferring that good or service to the customer. The Group
considers several factors to determine if it controls the good or service and therefore is the principal.
These factors include: (a) if the Group is primarily responsible for fulfilling the promise to provide the
specified good or service; (b) if the Group has inventory risk before the specified good or service has
been transferred to a customer or after the transfer of control to the customer; and (c) if the Group has
discretion in establishing price for the specified good or service.

(b) Identifying performance obligations in membership loyalty programme

The Group operates a membership loyalty programme that rewards a customer with membership
with loyalty points for each purchase. Loyalty points are redeemable for discounts of future purchase.
The Group assessed that the points provide a material right to customers that they would not receive
without entering into a contract. Consequently, the Group concludes that the promise to provide
loyalty points to the customer is a performance obligation. The Group accounts for loyalty points as
a separately identifiable component of the sales transaction(s) in which they are granted. The fair
value of the consideration received or receivable in respect of the initial sale is allocated between the
components, i.e., the goods sold (revenue) and the loyalty points granted (deferred revenue). The
allocation is made by reference to the relative standalone values of the components, i.e., the amounts
for which each component could be sold separately.
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2025

3.

SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES (continued)
Estimation uncertainty

The key assumptions concerning the future and other key sources of estimation uncertainty at the end of the
reporting period, that have a significant risk of causing a material adjustment to the carrying amounts of assets
and liabilities within the next financial year, are described below.

Provision for expected credit losses on trade receivables

The Group uses a provision matrix to calculate ECLs for trade receivables. The provision rates are based on
ageing for groupings of various customer segments that have similar loss patterns (i.e., by customer type and
rating).

The provision matrix is initially based on the Group’s historical observed default rates. The Group calibrates the
matrix to adjust the historical credit loss experience with forward-looking information. For instance, if forecast
economic conditions (i.e., gross domestic product) are expected to deteriorate over the next year which can
lead to an increased number of defaults in the consuming sector, the historical default rates are adjusted. At
each reporting date, the historical observed default rates are updated and changes in the forward-looking
estimates are analysed.

The assessment of the correlation among historical observed default rates, forecast economic conditions and
ECLs is a significant estimate. The amount of ECLs is sensitive to changes in circumstances and forecast of
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 information about the ECLs on the
Group's trade receivables is disclosed in note 19 to the financial statements.

Net realisable value of inventories

Net realisable value of inventories is based on estimated selling prices less any estimated costs to be incurred to
completion and disposal. These estimates, based on the current market condition and the historical experience
in selling goods of a similar nature, include but not limited to economic outlook, sales forecasts and the
forecast market value for the inventory items. They could change significantly as a result of changes in market
conditions. The Group reassesses the estimation at the end of each reporting period. The carrying amount of
inventories is given in note 18 to the financial statements.

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. The Group estimates the IBR using observable inputs (such as market interest
rates) when available and is required to make certain entity-specific estimates.
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2025

SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES (continued)
Estimation uncertainty (continued)

Deferred revenue — Estimating the fair value of loyalty points in membership loyalty
programme

The fair value of the loyalty points is estimated by reference to the discount that the customer would obtain
when redeeming the loyalty points for goods. The nominal value of this discount is reduced to take into
account:(i) any discount that would be offered to customers who have not earned loyalty points from an initial
sale; and (ii) the proportion of loyalty points that are expected to be forfeited by customers.

The Group recognises revenue in respect of the loyalty points in the periods, and reflecting the pattern, in
which loyalty points are redeemed. The amount of revenue recognised is based on the number of loyalty
points that have been redeemed relative to the total number expected to be redeemed. The part of the
consideration allocated to goods sold is recorded in gross sales of products in profit or loss and the deferred
revenue is recorded in “Contract liabilities” in the consolidated statement of financial position.

OPERATING SEGMENT INFORMATION

For management purposes, the Group is not organised into business units based on their service and products
and only has one reportable operating segment. Management monitors the operating results of the Group's
operating segment as a whole for the purpose of making decisions about resource allocation and performance
assessment.

Geographical information

(a) Revenue from external customers

2025 2024

RMB'000 RMB'000

Chinese mainland 5,045,500 3,882,839
Hong Kong 4,955 1,855
Total revenue 5,050,455 3,884,694

The revenue information above is based on the locations of the customers.
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2025

4. OPERATING SEGMENT INFORMATION (continued)
Geographical information (continued)

(b) Non-current assets

2025 2024

RMB'000 RMB'000

Chinese mainland 1,138,069 951,396
Hong Kong 7,552 =
Total non-current assets 1,145,621 951,396

The non-current asset information above is based on the locations of the assets and excludes financial
instruments and deferred tax assets.

Information about major customers

No revenue from the Group’s sales to a single customer or a group of customers under common control
amounted to 10% or more of the Group's revenue for each reporting period.

5. REVENUE, OTHER INCOME AND GAINS

An analysis of the Group’s revenue is as follows:

2025 2024
RMB'000 RMB'000
Revenue from contracts with customers 5,050,455 3,884,694
Revenue from contracts with customers
0] Disaggregated revenue information
2025 PAO!
RMB'000 RMB'000
Types of goods or services
Sale of products 4,903,059 3,732,979
Makeup artistry training and related sales 147,396 151,715
Total 5,050,455 3,884,694
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2025

REVENUE, OTHER INCOME AND GAINS (continued)
Revenue from contracts with customers (continued)
(i) Disaggregated revenue information (continued)

The following table shows the breakdown of revenue from product sales by sales channel:

2025 2024
RMB'000 RMB'000
Offline channels
Offline direct sales 2,182,790 1,756,963
Sales to offline distributors 97,946 87,334
Sales to a premium multinational beauty retailer 145,217 104,424
Subtotal 2,425,953 1,948,721
Online channels
Online direct sales 1,944,559 1,428,585
Sales to online distributors 532,547 355,673
Subtotal 2,477,106 1,784,258
Total 4,903,059 3,732,979
2025 2024
RMB'000 RMB'000
Geographical markets
Chinese mainland 5,045,500 3,882,839
Hong Kong 4,955 1,855
Total 5,050,455 3,884,694
Timing of revenue recognition
Goods transferred or services provided at a point in time 4,921,878 3,758,253
Services provided over time 128,577 126,441
Total 5,050,455 3,884,694
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2025

5. REVENUE, OTHER INCOME AND GAINS (continued)
Revenue from contracts with customers (continued)
(i) Disaggregated revenue information (continued)

The following table shows the amounts of revenue recognised in the current reporting period that

were included in the contract liabilities at the beginning of the reporting period:

2025 2024

RMB'000 RMB'000

Sale of products 80,257 63,193
Makeup artistry training and related sales 28,703 22,907
Total 108,960 86,100

(ii)  Performance obligations

Information about the Group’s performance obligations is summarised below:

Sale of products

The Group primarily sells its products to customers through offline channels such as direct sales via
counters, offline retailers and distributors and online channels such as direct online sales, online
distributors and consignment.

Offline Channel

For direct sales via self-operated counters under lease model, the performance obligation is satisfied
upon delivery of the goods and payment is mainly on cash or credit card settlement simultaneously. For
direct sales via self-operated counters under concession model, the performance obligation is satisfied
upon delivery of the goods and payment is collected by shopping malls and is due within 60 days. For
retailer and distributor sales, the performance obligation is satisfied upon delivery of the goods and
payment in advance before delivery is usually required while some large retailers are granted a credit
term of 60 days.

Online Channel

For direct sales, the performance obligation is satisfied upon the acceptance of goods by customers
and payment is mainly on cash or credit card settlement simultaneously. For distributor sales, the
performance obligation is satisfied upon delivery of the goods and payment in advance is usually
required. For consignment sales, the performance obligation is satisfied upon the acceptance of goods
by consumers and payment is due within 30 days.
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2025

5. REVENUE, OTHER INCOME AND GAINS (continued)
Revenue from contracts with customers (continued)
(ii)  Performance obligations (continued)
Makeup artistry training and related sales

For the makeup artistry training service, the performance obligation is satisfied over time as training
services are rendered and payment in advance is normally required.

For the other related sales, the performance obligation is satisfied upon the acceptance of goods or
online courses by customers and payment in advance is normally required.

The amounts of transaction prices allocated to the remaining performance obligations (unsatisfied or
partially unsatisfied) as at 31 December are as follows:

2025 PAO!
RMB'000 RMB'000

Amounts expected to be recognised as revenue:
Within one year 30,083 28,703

The amounts of transaction prices allocated to the remaining performance obligations which are
expected to be recognised as revenue related to makeup artistry training services. The amounts
disclosed above do not include variable consideration which is constrained.
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2025

5. REVENUE, OTHER INCOME AND GAINS (continued)

An analysis of the Group’s other income and gains is as follows:

2025 2024
RMB'000 RMB'000
Other income
Bank interest income 75,116 14,209
Interest income from loans to a related party - 193
Government grants* 17,572 49,311
Gross rental income from investment property
operating leases 114 196
Others 4,470 3,661
Total other income 97,272 67,570
Gains
Gain on disposal of items of property,
plant and equipment, net - 242
Gain on termination of leases, net 38 548
Fair value gain on the derivative financial instrument 5,101 -
Total gains 5,139 790
Total other income and gains 102,411 68,360
* The government grants mainly represent incentives awarded by the local governments to support the Group's

operation. There were no unfulfilled conditions or contingencies attached to these government grants.
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2025

6. PROFIT BEFORE TAX

The Group's profit before tax is arrived at after charging/(crediting):

Notes 2025 2024
RMB’'000 RMB’000
Cost of inventories sold 650,872 489,504
Cost of makeup artistry training services provided
and related sales 52,520 46,987
Depreciation of property, plant and equipment 13 47,213 40,963
Depreciation of investment properties 14 VAl 122
Depreciation of right-of-use assets 15(a) 58,283 40,882
Less: Amount capitalised in construction in
progress (15,587) (4,305)
Net depreciation of right-of-use assets 42,696 36,577
Amortisation of other intangible assets (i) 16 865 835
Research and development costs (ii) 39,116 32,311

Variable lease payments not included in the

measurement of lease liabilities

(included in selling and distribution expenses) 15(c) 22,109 12,470
Expenses relating to short-term leases and low-value

leases (included in administrative expenses and

selling and distribution expenses) 15(c) 12,516 4,977
Bank interest income (75,116) (14,209)
Interest income from loans to a related party - 193
Government grants (17,572) (49,311)
Auditor’s remuneration 4,449 2,940
Listing expenses - 37,490

Employee benefit expense (excluding directors’ and
chief executives’ remuneration (note 8)):

Wages, salaries and bonuses 703,876 586,416
Equity-settled share award expense 29 3,654 15,024
Pension scheme contributions (defined contribution

scheme) (iii) 50,181 37,939
Staff welfare expenses 68,378 56,845
Total 826,089 696,224
Foreign exchange differences, net 43,827 (2,158)
Gain on termination of leases, net (38) (548)
Loss/(gain) on disposal of items of property,

plant and equipment, net 11 (242)
Impairment losses/(reversal of impairment losses)

on trade and other receivables, net 299 (3,428)
Write-down/(reversal of write-down) of inventories

to net realisable values (iv) 399 (615)
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2025

6. PROFIT BEFORE TAX (continued)

The Group's profit before tax is arrived at after charging/(crediting): (continued)

(i) The amortisation of other intangible assets is included in “Selling and distribution expenses” and
“ Administrative expenses” in the consolidated statement of profit or loss and other comprehensive
income.

(ii) Research and development costs include part of employee benefit expense, depreciation of property,

plant and equipment and depreciation of right-of-use assets.

(i) There are no forfeited contributions that may be used by the Group as the employer to reduce the
existing level of contributions.

(iv) The write-down/(reversal of write-down) of inventories to net realisable value is included in “Cost
of sales”, “Selling and distribution expenses” and “Administrative expenses” in the consolidated
statement of profit or loss and other comprehensive income.

7. FINANCE COSTS

An analysis of finance costs is as follows:

Note 2025 2024

RMB’000 RMB’000

Interest on bank and other borrowings - 3,059
Interest on lease liabilities 15(b) 2,322 2,230
Total 2,322 5,289
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2025

8. DIRECTORS’, CHIEF EXECUTIVE’'S AND SUPERVISORS’ REMUNERATION

Directors’ and chief executive’s remuneration for the year, disclosed pursuant to the Listing Rules, 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 612 484

Other emoluments:

Salaries, allowances and benefits in kind 18,783 14,974
Bonuses 9,300 9,511
Pension scheme contributions 140 254
Subtotal 28,223 24,739
Total 28,835 25,223

(@) 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. Dong Liming - 20
Ms. Chen Weihua - 20
Ms. Wang Hongwen - 20
Mr. Li Hailong 156 80
Mr. Gu Jiong 228 172
Mr. Huang Hui 228 172
Total 612 484

Mr. Dong Liming, Ms. Chen Weihua and Ms. Wang Hongwen resigned as independent non-executive
directors on 1 April 2024. Mr. Gu Jiong and Mr. Huang Hui were appointed as independent non-
executive directors on 1 April 2024.

There were no other emoluments payable to the independent non-executive directors during the year
(2024: Nil).
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2025

8. DIRECTORS’, CHIEF EXECUTIVE'S AND SUPERVISORS’ REMUNERATION

(continued)
(b) Executive directors and the chief executive

Salaries,
allowances Pension

and benefits scheme Total
in kind Bonus contributions remuneration
RMB'000 RMB'000 RMB’000 RMB’000

Year ended 31 December 2025

Executive directors:

Mr. Mao Geping* 5,129 2,400 - 7,529
Ms. Wang Liqun 2,332 500 42 2,874
Ms. Mao Niping 3,035 1,600 - 4,635
Ms. Mao Huiping 3,035 1,600 - 4,635
Mr. Wang Lihua 2,136 400 49 2,585
Ms. Song Hongquan* 3,116 2,800 49 5,965
Total 18,783 9,300 140 28,223

Salaries,
allowances Pension

and benefits scheme Total
in kind Bonus contributions remuneration
RMB'000 RMB'000 RMB’000 RMB’000

Year ended 31 December 2024

Executive directors:

Mr. Mao Geping* 3,196 3,313 25 6,534
Ms. Wang Liqun 1,024 500 40 1,564
Ms. Mao Niping 2,648 1,510 - 4,158
Ms. Mao Huiping 2,644 1,510 - 4,154
Mr. Wang Lihua 1,026 400 43 1,469
Ms. Song Hongquan* 3,378 1,860 44 5,282
Mr. Zhang Jianfeng** 285 - 10 295
Total 14,201 9,093 162 23,456
i Mr. Mao Geping resigned as the chief executive and Ms. Song Hongquan was appointed as the chief

executive on 24 March 2024.

S Mr. Zhang Jianfeng resigned as an executive director on 1 April 2024.
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2025

8. DIRECTORS’, CHIEF EXECUTIVE'S AND SUPERVISORS’ REMUNERATION

(continued)
(c) Supervisors

Salaries,
allowances Pension

and benefits scheme Total
in kind Bonus contributions remuneration
RMB'000 RMB'000 RMB’000 RMB’000

Year ended 31 December 2024

Ms. Gao Yan 233 79 24 336
Mr. Yang Weiging 213 86 25 324
Ms. Wu Meijuan 327 253 43 623
Total 773 418 92 1,283

There was no arrangement under which a director or a supervisor waived or agreed to waive any
remuneration during the year.

During the year, no remuneration was paid by the Group to the directors as an inducement to join or
upon joining the Group or as compensation for loss of office.

Pursuant to the amendment to the Company’s articles of association, the Company will no longer have
the position of supervisor for the year ended 31 December 2025.

9. FIVE HIGHEST PAID EMPLOYEES

The five highest paid employees during the year included four directors (2024: three directors), details of
whose remuneration are set out in note 8 above. Details of the remuneration for the year of the remaining
one (2024: two) 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 1,068 1,993
Bonuses 690 1,277
Equity-settled share award expense 2,088 12,175
Pension scheme contributions 49 111
Total 3,895 15,556
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2025

9. FIVE HIGHEST PAID EMPLOYEES (continued)

The number of non-director and non-chief executive highest paid employees whose remuneration fell within
the following bands is as follows:

Number of employees

HK$3,500,001 to HK$4,000,000 1 -
HK$5,000,001 to HK$5,500,000 - 1
HK$10,000,001 to HK$10,500,000 - 1
Total 1 2

In prior year, share awards were granted to a non-director and non-chief executive highest paid employee in
respect of his services to the Group, further details of which are included in the disclosures in note 29 to the
financial statements. The fair value of such share awards, which has been recognised in profit or loss over the
vesting period, was determined as at the date of grant and the amount included in the financial statements
for the current year is included in the above non-director and non-chief executive highest paid employee's
remuneration disclosures.

During the year, no remuneration was paid by the Group to the non-director and non-chief executive highest
paid employee as an inducement to join or upon joining the Group or as compensation for loss of office.

10. INCOME TAX

The Group is subject to income tax on an entity basis on profits arising in or derived from the jurisdictions in
which members of the Group are domiciled and operate.

Hong Kong Profits Tax

Hong Kong profits tax has been provided at the rate of 8.25% on the estimated assessable profits arising in
Hong Kong during the year, for certain subsidiaries of the Group are qualifying entities under the two-tiered
profits tax rates regime, i.e., the first HK$2,000,000 of assessable profits of these subsidiaries are taxed at
8.25% and the remaining assessable profits are taxed at 16.5%.

PRC Corporate Income Tax

The provision for PRC corporate income tax (“CIT") is based on the statutory rate of 25% of the assessable
profits of certain PRC subsidiaries of the Group as determined in accordance with the PRC Corporate Income
Tax Law.

During the year of 2024, Chongging Diyue Cosmetics Co., Ltd. and five subsidiaries of Mao Geping Image

Design are qualified as small and micro enterprises and were subject to preferential income tax rate of 5% for
the first RMB3,000,000 of assessable profits.
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2025

10. INCOME TAX (continued)
PRC Corporate Income Tax (continued)

During the year of 2025, Hangzhou Love Keeps, Hangzhou Xingyi, and nine subsidiaries of Mao Geping Image
Design are qualified as small and micro enterprises and were subject to preferential income tax rate of 5% for
the first RMB3,000,000 of assessable profits.

The major components of income tax expense of the Group during the year are analysed as follows:

2025 PAO!

RMB'000 RMB'000

Current — Charge for the year 423,767 290,765
Deferred tax (note 27) (22,056) 4,657
Total tax charge for the year 401,711 295,422

A reconciliation of the tax expense applicable to profit before tax at the statutory tax rates for the jurisdictions
in which the Company and the majority of its subsidiaries are domiciled to the tax expense at the effective tax
rates is as follows:

2025 2024

RMB'000 RMB'000

Profit before tax 1,607,151 1,176,751
Tax at the applicable tax rate of 25% 401,788 294,188
Effect of preferential lower tax rate entitled (3,646) (1,905)
Effect of different tax rates for subsidiaries 9) -
Expenses not deductible for tax 6,484 4,394
Profit attributable to an associate (2,906) (1,255)
Tax charge at the Group'’s effective tax rate 401,711 295,422
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2025

11. DIVIDENDS

2025 2024

RMB'000 RMB'000

Dividends - 1,000,000
Proposed final — RMBO0.72 per ordinary share 352,935 -

On 3 February 2024, the Company declared dividends of RMB500,000,000 to its shareholders, which were
fully paid in March 2024.

On 1 April 2024, the Company declared dividends of RMB500,000,000 to its shareholders, which were fully
paid in May 2024.

A final cash dividend of RMBO0.72 per share (including tax, totaling approximately RMB352,935,000) for the
year ended 31 December 2024 was approved by the 2024 annual general meeting of the Company on 13
May 2025, which was paid on 20 June 2025.

The proposed final dividend of RMB1.00 per share (tax inclusive) for the year ended 31 December 2025 to
the shareholders of the Company, amounting to a total of approximately RMB490,187,000 is subject to the
approval of the Company's shareholders at the forthcoming annual general meeting.

12. EARNINGS PER SHARE ATTRIBUTABLE TO ORDINARY EQUITY
HOLDERS OF THE PARENT

The calculation of the basic earnings per share amount is based on the profit for the year attributable to
ordinary equity holders of the parent, and the weighted average number of ordinary shares of 489,961,299
(2024: 404,713,975, as adjusted to reflect the share conversion on 21 March 2024) outstanding during the
year. The Group had no potentially dilutive ordinary shares outstanding during the year ended 31 December
2025 (2024:nil).

The calculations of basic and diluted earnings per share are based on:

2025 2024
RMB'000 RMB'000
Earnings
Profit attributable to ordinary equity holders of the parent,
used in the basic earnings per share calculation 1,204,094 880,611
Number of shares
2025 2024
Shares
Weighted average number of ordinary shares outstanding during
the year used in the basic earnings per share calculation 489,961,299 404,713,975
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2025

13. PROPERTY, PLANT AND EQUIPMENT

Leasehold Motor Office Construction

improvements vehicles equipment Buildings in progress Total
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

31 December 2025

At 1 January 2025:

Cost 206,244 11,221 19,057 88,698 166,828 492,048
Accumulated depreciation (149,121) (8,524) (13,677) (41,836) - (213,158)
Net carrying amount 57,123 2,697 5,380 46,862 166,828 278,890

At 1 January 2025, net of

accumulated depreciation 57,123 2,697 5,380 46,862 166,828 278,890
Additions 65,476 863 3,700 2,97 152,179 225,189
Disposals (3) (6) (207) - - (216)
Depreciation provided during the year

(note 6) (40,205) (1,199) (2,716) (3,093) - (47,213)

At 31 December 2025, net of
accumulated depreciation 82,391 2,355 6,157 46,740 319,007 456,650

At 31 December 2025:

Cost 267,387 11,973 20,661 92,589 319,007 711,617
Accumulated depreciation (184,996) (9,618) (14,504) (45,849) - (254,967)
Net carrying amount 82,391 2,355 6,157 46,740 319,007 456,650
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2025

13. PROPERTY, PLANT AND EQUIPMENT (continued)

Leasehold Motor Office Construction
improvements vehicles equipment Buildings in progress Total

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
31 December 2024
At 1 January 2024:
Cost 175,889 10,382 17,736 88,698 60,106 352,811
Accumulated depreciation (125,917) (7,630) (12,500) (38,793) - (184,840)
Net carrying amount 49,972 2,752 5,236 49,905 60,106 167,971

At 1 January 2024, net of

accumulated depreciation 49,972 2,752 5,236 49,905 60,106 167,971
Additions 41,185 1,229 3,031 - 106,722 152,167
Disposals - (20) (265) - - (285)
Depreciation provided during the year

(note 6) (34,034) (1,264) (2,622) (3,043) - (40,963)

At 31 December 2024, net of
accumulated depreciation 57,123 2,697 5,380 46,862 166,328 278,890

At 31 December 2024:

Cost 206,244 11,221 19,057 88,698 166,828 492,048
Accumulated depreciation (149,121) (8,524) (13,677) (41,836) - (213,158)
Net carrying amount 57,123 2,697 5,380 46,862 166,828 278,890

(2/26 Mao Geping Cosmetics Co., Ltd.



NOTES TO THE FINANCIAL STATEMENTS

31 December 2025

14. INVESTMENT PROPERTIES

2025 PAO!

RMB'000 RMB'000
At beginning of year:
Cost 3,891 3,891
Accumulated depreciation (849) (727)
Net carrying amount 3,042 3,164
At beginning of year, net of accumulated depreciation 3,042 3,164
Depreciation provided during the year (note 6) (71) (122)
Transfer to owner-occupied property (2,971) -
At end of year, net of accumulated depreciation - 3,042
At end of year:
Cost - 3,891
Accumulated depreciation - (849)
Net carrying amount - 3,042
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31 December 2025

15. LEASES

The Group as a lessee

NOTES TO THE FINANCIAL STATEMENTS

The Group has lease contracts for self-operated counters, office, warehouses and leasehold land used in its
operations. Leases of self-operated counters generally have lease terms between 1 and 5 years. Leases of
office and warehouses generally have lease terms between 18 months and 10 years. Leases of leasehold land
generally have lease terms within 50 years. Generally, the Group is restricted from assigning and subleasing
the leased assets outside the Group. There are several lease contracts that include variable lease payments,

which are further discussed below.

(@) Right-of-use assets

Self-operated Office and Leasehold
counters  warehouses land Total
RMB'000 RMB'000 RMB'000 RMB'000

As at 1 January 2024 13,674 25,959 12,421 52,054
Additions 12,249 16,916 610,755 639,920
Termination - (7,747) - (7,747)
Increase as a result of lease

modifications 7,035 16,306 - 23,341
Depreciation provided during the year

(note 6) (16,504) (20,073) (4,305) (40,882)
As at 31 December 2024 and

1 January 2025 16,454 31,361 618,871 666,686
Additions 41,280 21,123 - 62,403
Termination (127) (1,689) - (1,816)
Exchange realignment (75) - - (75)
Increase as a result of lease

modifications 13,172 34 - 13,206
Depreciation provided during the year

(note 6) (25,909) (16,787) (15,587) (58,283)
As at 31 December 2025 44,795 34,042 603,284 682,121
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NOTES TO THE FINANCIAL STATEMENTS

15. LEASES (continued)

The Group as a lessee (continued)

(b)

Lease liabilities

31 December 2025

The carrying amount of lease liabilities and the movements during the year are as follows:

2025 2024
RMB'000 RMB'000
Carrying amount at beginning of year 44,102 38,960
New leases 62,403 29,165
Accretion of interest recognised during the year (note 7) 2,322 2,230
Termination (1,854) (8,295)
Lease modifications 13,206 22,680
Exchange realignment (75) -
Payments (43,660) (40,638)
Carrying amount at end of year 76,444 44,102
Analysed into:
Current portion 36,227 25,539
Non-current portion 40,217 18,563
2025 2024
RMB'000 RMB'000
Analysed into:
Lease liabilities repayable:
Within 1 year 36,227 25,539
1 to 2 years 20,067 11,979
2 to 5 years 15,317 6,584
over 5 years 4,833 -
Total 76,444 44,102

The maturity analysis of lease liabilities is disclosed in note 36 to the financial statements.
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2025

15. LEASES (continued)
The Group as a lessee (continued)

(c) The amounts recognised in profit or loss in relation to leases are as follows:

2025 2024

RMB'000 RMB'000

Interest on lease liabilities 2,322 2,230
Depreciation charge of right-of-use assets 42,696 36,577
Gain on termination of leases, net (38) (548)

Variable lease payments not included in the

measurement of lease liabilities (included in selling

and distribution expenses) 22,109 12,470
Expenses relating to short-term leases and low-value

leases (included in administrative expenses and selling

and distribution expenses) 12,516 4,977

Total amount recognised in profit or loss 79,605 55,706

(d) Variable lease payments

The Group leased a number of retail stores and units in shopping malls that contain variable lease
payment terms based on the Group’s turnover generated from retail stores and units in the shopping
malls. There are also minimum annual base rental arrangements for these leases. The following
summary provides information on the Group’s variable lease payments, including the magnitude in
relation to fixed payments:

Year ended 31 December 2025

Fixed Variable
payments payments Total
RMB'000 RMB'000 RMB’000
Fixed rent 43,660 - 43,660
Variable rent with minimum payment - 22,109 22,109
Total 43,660 22,109 65,769
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NOTES TO THE FINANCIAL STATEMENTS

15. LEASES (continued)
The Group as a lessee (continued)

(d) Variable lease payments (continued)

Year ended 31 December 2024

31 December 2025

Fixed Variable
payments payments Total
RMB'000 RMB'000 RMB’000
Fixed rent 40,638 - 40,638
Variable rent with minimum payment - 12,470 12,470
Total 40,638 12,470 53,108

(e) The total cash outflow for leases is disclosed in note 31(c) to the financial statements.
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2025

16. OTHER INTANGIBLE ASSETS

Software
RMB’000

31 December 2025

Cost at 1 January 2025, net of accumulated amortisation 2,778
Additions 844
Amortisation provided during the year (note 6) (865)
At 31 December 2025, net of accumulated amortisation 2,757

At 31 December 2025:

Cost 7,840
Accumulated amortisation (5,083)
Net carrying amount 2,757

31 December 2024

Cost at 1 January 2024, net of accumulated amortisation 2,555
Additions 1,058
Amortisation provided during the year (note 6) (835)
At 31 December 2024, net of accumulated amortisation 2,778

At 31 December 2024:

Cost 6,996
Accumulated amortisation (4,218)
Net carrying amount 2,778
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2025

17. INVESTMENT IN AN ASSOCIATE

2025 2024

RMB'000 RMB'000

Share of net assets 27,838 16,215
Goodwill on acquisition 20,339 20,339
Total 48,177 36,554

The Group's trade payable balances with the associate are disclosed in notes 33(b) to the financial statements.

The following table illustrates the aggregate financial information of the Group’s associate that is not
individually material:

2025 2024

RMB'000 RMB'000

Share of the associate’s profit for the year 11,623 5,020
Aggregate carrying amount of the Group’s investment

in the associate 48,177 36,554

18. INVENTORIES

2025 2024

RMB'000 RMB'000

Raw materials 20,948 16,858

Work in progress 41,288 44,046

Finished goods 456,395 262,870

Total 518,631 323,774
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2025

19. TRADE RECEIVABLES

2025 PAO!

RMB'000 RMB'000

Trade receivables 241,434 215,187
Impairment (843) (644)
Net carrying amount 240,591 214,543

The Group’s trade receivables usually generate from sales through stores and online platform which helps to
collect sales proceeds. The Group usually grants a credit period of within 60 days to the relevant shopping
malls, large retailers and online platform. Overdue balances are reviewed regularly by senior management.
Trade receivables are non-interest-bearing.

An ageing analysis of the trade receivables as at the end of each reporting period, based on the transaction
date, is as follows:

2025 2024

RMB'000 RMB'000

Within 3 months 240,062 214,777
3 to 6 months 921 274
6 to 12 months 334 15
1 to 2 years 5 121
over 2 years 112 -
Total 241,434 215,187

The movements in the loss allowance for impairment of trade receivables are as follows:

2025 2024

RMB'000 RMB'000

At beginning of year 644 1,846
Impairment losses/(reversal of impairment losses), net 199 (873)
Amount written off as uncollectible - (329)
At end of year 843 644
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2025

TRADE RECEIVABLES (continued)

An impairment analysis is performed at the end of each reporting period using a provision matrix to measure
expected credit losses. The provision rates are based on days past due for groupings of various customer
segments with similar loss patterns (i.e., by ageing and customer type). The calculation reflects the probability-
weighted outcome, the time value of money and reasonable and supportable information that is available
at the end of each reporting period about past events, current conditions and forecasts of future economic
conditions.

Set out below is the information about the credit risk exposure on the Group’s trade receivables using a
provision matrix:

As at 31 December 2025

Gross carrying Expected credit Expected credit

amount loss rate losses

RMB'000 RMB'000

Defaulted receivables 637 100.00% 637
Other trade receivables aged:

Within 3 months 240,062 0.08% 202

3 to 6 months 396 0.25% 1

6 to 12 months 334 0.30% 1

1 to 2 years 5 40.00% 2

Total 241,434 0.35% 843

As at 31 December 2024

Gross carrying  Expected credit  Expected credit

amount loss rate losses

RMB'000 RMB'000

Defaulted receivables - 100.00% -
Other trade receivables aged:

Within 3 months 214,777 0.29% 626

3 to 6 months 274 0.36% 1

6 to 12 months 15 0.00% -

1to 2 years 121 14.05% 17

Total 215,187 0.30% 644
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2025

20. PREPAYMENTS, OTHER RECEIVABLES AND OTHER ASSETS

2025 2024

RMB'000 RMB'000

Prepayments 46,897 35,951
Deposits and other receivables 30,095 22,636
Deductible input value-added tax 6,105 3,699
Tax recoverable 1 494
83,108 62,780
Impairment allowance (614) (514)
Total 82,494 62,266

Analysed into:

Current portion 78,401 62,266
Non-current portion 4,093 -

An impairment analysis was performed at the end of each reporting period. The Group has applied the general
approach to provide for expected credit losses for non-trade other receivables under HKFRS 9. The Group
considered the historical loss rate and adjusted it for forward-looking macroeconomic data in calculating the
expected credit loss rate.

2025 2024

RMB'000 RMB'000

At beginning of year 514 3,069
Impairment losses/(reversal of impairment losses), net 100 (2,555)
At end of year 614 514
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2025

21. DERIVATIVE FINANCIAL INSTRUMENTS

2025 PAOZ!
RMB'000 RMB'000
Options for foreign currency 5,101 -

The options for foreign currency are not designated for hedge purposes and are measured at fair value
through profit or loss. Changes in the fair value of non-hedging options for foreign currency amounting to
RMB5,101,000 (2024: Nil) were charged to the statement of profit or loss and other comprehensive income
during the year.

22. CASH AND CASH EQUIVALENTS AND RESTRICTED CASH

2025 2024

RMB'000 RMB'000

Cash and bank balances 2,443,456 2,846,623
Less: restricted cash 2,171 50,167
Cash and cash equivalents 2,441,285 2,796,456
Denominated in RMB 1,170,773 718,492
Denominated in HKD 393,483 2,077,042
Denominated in USD 877,029 922
Cash and cash equivalents 2,441,285 2,796,456

The RMB is not freely convertible into other currencies, however, under Chinese mainland’s Foreign Exchange
Control Regulations and Administration of Settlement, and 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.

Cash at banks earns interest at floating rates based on daily bank deposit rates. The bank balances and
restricted cash are deposited with creditworthy banks with no recent history of default.

As at 31 December 2024, restricted cash mainly represents RMB48,000,000 pledged for interest-bearing bank
loans and RMB2,000,000 reserved for performance security.
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2025

23. TRADE PAYABLES

An ageing analysis of the trade payables as at the end of each reporting period, based on the invoice date, is as

follows:

2025 2024

RMB'000 RMB'000

Within 3 months 157,590 91,793
3 to 6 months 498 6
6 to 12 months 316 3
Over 1 year 135 263
Total 158,539 92,065

The trade payables are non-interest-bearing and are normally settled on 30-day to 60-day terms.

24. OTHER PAYABLES AND ACCRUALS

Notes 2025 PAO!

RMB’000 RMB’000

Contract liabilities (a) 138,863 108,960
Other payables (b) 98,331 74,406
Refund liabilities (€) 876 974
Taxes payable other than corporate income tax 55,949 55,257
Accruals 62,719 37,975
Payroll payable 106,653 112,558
Advances from customers - 79
Total 463,391 390,209
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2025

24. OTHER PAYABLES AND ACCRUALS (continued)

Notes:
(a Details of contract liabilities are as follows:
As at 1 January As at 31 December
2024 2024 2025
RMB'000 RMB'000 RMB’000
Short-term advances received from customers
Sales of products 3,614 789 2,963
Makeup artistry training services and related sales 22,907 28,703 30,083
Membership loyalty programme 54,514 73,572 95,356
Subtotal 81,035 103,064 128,402
Liabilities arising from sales rebate
Sales of products 5,065 5,896 10,461
Total 86,100 108,960 138,863
Contract liabilities mainly include sales of products, sales rebate, makeup artistry training services and related sales
and membership loyalty programme.
The increase in contract liabilities as of 31 December 2024 and 31 December 2025 were mainly due to the growth
of sales of products, which led to more loyalty points generated.
(b) Other payables are unsecured, non-interest-bearing and repayable on demand.
(© Refund liabilities represented the obligation arising from right of return to refund some or all of the consideration

received (or receivable) from a customer. The Group updates its estimates of refund liabilities (and the corresponding
change in the transaction price) at the end of reporting period.
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2025

25. INTEREST-BEARING BANK AND OTHER BORROWINGS

As at 31 December 2024

Effective interest

rate (%) Maturity RMB'000
Current
Interest-bearing bank loans — secured (note a) 0.85-1.25 2025 320,000
2025 2024
RMB'000 RMB'000
Analysed into:
Interest-bearing bank loans:
Within one year - 320,000
Total - 320,000

(a) As at 31 December 2024, the Group's restricted cash of RMB48,000,000 were pledged to secure the bank loans
granted to the Group (note 22).

As at 31 December 2024, the Group's banking facilities amounting to RMB300,000,000, of which RMB272,000,000
had been utilised.

26. PROVISION

Warranties
RMB'000

At 1 January 2024 374
Additional provision 90
Amounts utilised during the year (374)
At 31 December 2024 and 1 January 2025 920
Additional provision 16
Amounts utilised during the year (90)
At 31 December 2025 16
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2025

26. PROVISION (continued)

The Group provides 7-day to three-year warranties to its customers on certain of its products sold. The amount
of the provision for the warranties is estimated based on sales volumes and past experience of the level of
replacements. The estimation basis is reviewed on an ongoing basis and revised where appropriate.

27. DEFERRED TAX

The movements in deferred tax assets and liabilities during the year are as follows:

Deferred tax assets

Impairment of Unrealised Decelerated
trade and Unredeemed  profits from Refund depreciation
other Impairment of  membership  inter-company Lease Accrued  liabilities and for tax

receivables inventories loyalty points transactions liabilities expense provision purposes Tax losses Total
RMB'000 RVB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

At 1 January 2024 1142 1973 13275 18,983 8,607 4136 285 - 3304 51,705
Defered tax credited/{charged) to profit

orloss during the year (note 10) (853) (154) 47N (2,725 2418 2189 (19 N7 (2848 (1382)
At 31 Decerber 2024 and 1 January 2025 289 1819 18,046 16,258 11,025 1947 266 " 456 50323

Deferred tax credited/(charged) to profit
or loss during the year (note 10) 5 100 5793 17,675 6,182 (67) @3) 217 (321) 29177

At 31 December 2025 364 1919 23,839 33,933 17,207 1880 m - 135 79,500

Annual Report 2025 641



NOTES TO THE FINANCIAL STATEMENTS

31 December 2025

27. DEFERRED TAX (continued)
Deferred tax liabilities

Fair value
adjustments of
the financial
instrument at fair

Right-of-use  Right-of-return  value through

assets assets profit or loss Total

RMB'000 RMB'000 RMB'000 RMB'000

At 1 January 2024 8,706 29 - 8,735
Deferred tax charged/(credited) to profit or loss

during the year (note 10) 3,266 9 - 3205

At 31 December 2024 and 1 January 2025 11,972 38 - 12,010

Deferred tax charged/(credited) to profit or loss
during the year (note 10) 5,849 (3) 1,275 7,121

At 31 December 2025 17,821 35 1,275 19,131

For presentation purposes, certain deferred tax assets and liabilities have been offset in the 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 60,369 38,313

28. SHARE CAPITAL

Shares

2025 2024

RMB'000 RMB'000

Issued and fully paid:
490,186,900 (2024: 478,423,400) ordinary shares 245,094 239,212
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2025

28. SHARE CAPITAL (continued)

Shares (continued)

A summary of movements in the Company’s share capital is as follows:

Number of

shares in issue Share capital

RMB'000

At 1 January 2024 60,000,000 60,000
Share conversion (note (a)) 140,000,000 140,000
Share split (note (b)) 200,000,000 -
Issue of shares from initial public offering (note (c)) 78,423,400 39,212
At 31 December 2024 and 1 January 2025 478,423,400 239,212
Issue of shares (note (d)) 11,763,500 5,882
At 31 December 2025 490,186,900 245,094

Notes:

(a) On 21 March 2024, the share capital of the Company increased from RMB60,000,000 to R\MB200,000,000 through
conversion of share premium and statutory surplus reserve with amount of RMB49,550,000 and RMB90,450,000,
respectively, which was divided into 200,000,000 shares with a par value of RMB1.00 each.

(b) On 24 March 2024, the company resolved to divide the shares according to a ratio of 1:2, and the par value of the
shares was divided from RMB1.00 per share to RMBO.50 per share at the time of issuance and listing.

(© On 10 December 2024, 78,423,400 ordinary shares of par value of RMB0.50 each were issued at a price of
HKD29.8 per share in connection with the Company’s initial public offering. The proceeds of HKD42,388,000
(equivalent to RMB39,212,000) representing the par value, were credited to the Company’s share capital. The
remaining proceeds of HKD2,294,629,000 (equivalent to RMB2,122,716,000) before issuing expenses were credited
to the share premium account.

(d) The over-allotment option has been fully exercised by the sole overall coordinator (for itself and on behalf of the
international underwriters), on 4 January 2025, in respect of an aggregate of 11,763,500 shares, representing
approximately 15% of the total number of the offer shares available under the global offering (after taking into
account the partial exercise of the offer size adjustment option but before any exercise of the over-allotment
option) at HK$29.80 per share. The additional net proceeds of approximately HK$336,500,000 (equivalent to
RMB311,105,000) have been received by the Company from the allotment and issue of the over-allotment shares
after deducting the underwriting fees and commission on 8 January 2025.
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31 December 2025

29. SHARE-BASED PAYMENTS
Employee incentive scheme

On 1 April 2024, the Company adopted an employee incentive scheme (“Employee Incentive Scheme”),
which was valid and effective commencing from its adoption date and subject to termination by the Company in
accordance with the terms and conditions of the Employee Incentive Scheme. The shares underlying the awards
granted under the Employee Incentive Scheme are held by Zhixun Investment, a shareholder of the Company.

On 2 April 2024, total 600,000 shares of the Company with par value of RMB1.00 each were granted to
certain of senior management and employees of the Company in respect of their services to the Group in
the past and forthcoming year for a consideration of RMB1,800,000. The shares shall be repurchased at
the original cost if the Group is not listed on any stock exchange in 24 months from the date of the listing
application submission. 250,000 shares were granted to a senior management and he should be remained
at the Group at least during the period which is the earlier of the Company’s shares being listed on any stock
exchange or 12 months from the date of the listing application submission. The remaining 350,000 shares
were granted to a senior management and two employees, each one-third of the shares shall be vested on
each anniversary of the date of the financial year end of the year in which the Company’s shares are listed on
any of the stock exchange.

The following share awards were outstanding under the Employee Incentive Scheme during the year:

Weighted
average

subscription Number of
price shares
RMB per share

At 1 January 2024 - -

Granted during the year 3.00 600,000
Share split 600,000
Vested during the year 1.50 (733,333)
At 31 December 2024 1.50 466,667
Vested during the year 1.50 (233,333)
At 31 December 2025 1.50 233,334

The weighted average subscription price for share awards during the year ended 31 December 2024 was
RMB3.00 per share before share split and was RMB1.50 per share after share split.

The fair value of services received in return for shares granted was measured by reference to the fair value of
shares granted and the subscription price paid by employees. The fair value of the shares granted is measured
at the market value of the shares. The fair value of the Employee Incentive Scheme granted was approximately
RMB20,100,000, of which the Group recognised a share-based compensation expense of RMB3,654,000 for
the year ended 31 December 2025 (2024: RMB15,024,000).
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2025

29. SHARE-BASED PAYMENTS (continued)
Restricted share unit incentive scheme

On 4 December 2025, the Company adopted a restricted share unit incentive scheme (“Restricted Share
Unit Incentive Scheme”) by resolutions of the shareholders. The purpose of the Restricted Share Unit
Incentive Scheme is to further establish and improve the Company’s long-term incentive mechanism and fully
stimulate the enthusiasm of the Company’s core employees, and to build a business community where the
interests of the shareholders, the Company, and individual managers are effectively aligned, working together
to promote the Company’s sustained and healthy development.

The participants under the Restricted Share Unit Incentive Scheme include the Company’s senior and middle
management personnel, outstanding talents in core positions deemed by the Company to have made
exceptional contributions to its development, outstanding employees, and outstanding talents introduced by
the Company.

The maximum number of shares that maybe issued under this Restricted Share Unit Incentive Scheme shall be
3,921,495 H shares. The Restricted Share Unit Incentive Scheme shall be valid and effective for a period of six
years commencing on the adoption date (i.e. 4 December 2025).

For the purposes of the Restricted Share Unit Incentive Scheme, the Company has appointed trustee (the
“Trustee”) and entrusted institution (the “Entrusted Institution”), and executing the relevant appointment
agreements. The board of the Company and/or its authorised person shall instruct the Trustee to purchase
the Company’s H shares from the secondary market and handle matters related to vesting. The funds for
purchasing H shares shall be sourced from the Group’s internal funds. The board and/or its authorised person
shall also instruct the Trustee on whether to utilise any returned shares to fulfill the grant of restricted share
units. The board and/or its authorised person may include any conditions or terms in the instructions issued
to the Trustee for purchasing H Shares, including but not limited to a specific purchase price or price range,
the maximum amount of funds to be used for purchases, and/or the maximum number of H Shares to be
purchased.

Total 1,000,827 shares under the Restricted Share Unit Incentive Scheme were granted to 123 employees at
the subscription price of HKD45.12 per share on 31 December 2025 (the “Grant Date").

All of the granted restricted share units will be subject to both service and performance conditions. The
employees may exercise the restricted share units in installments according to the following schedule:

(1) One-third of the restricted share units will be vested within 30 days after the first anniversary of the
Grant Date, provided that the Company’s 2025 annual report has been published for at least six

months;

(2) One-third of the restricted share units will be vested within 30 days after the Company’s 2026 annual
report has been published for at least six months;

(3) The remaining one-third of the restricted share units will be vested within 30 days after the Company’s
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2025

29. SHARE-BASED PAYMENTS (continued)
Restricted share unit incentive scheme (continued)

The following shares were outstanding under the Restricted Share Unit Incentive Scheme during the year
ended 31 December 2025:

Weighted average

subscription price Number of shares

HKD per share

At 1 January 2025 — —
Granted during the year 45.12 1,000,827

At 31 December 2025 4512 1,000,827

The weighted average subscription price for share awards during the year ended 31 December 2025 was
HKD45.12 per share.

The fair value of services received in return for shares granted was measured by reference to the fair value
of shares granted and the subscription price paid by employees. The fair value of the shares granted is
measured at the market value of the shares. The fair value of the Restricted Share Unit Incentive Scheme was
approximately RMB33,067,000. No share-based compensation expense was recognised under the Restricted
Share Unit Incentive Scheme as the shares are granted on 31 December 2025.
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30.

31.

NOTES TO THE FINANCIAL STATEMENTS

31 December 2025

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.

Share premium

Share premium of the Company represents the share premium contributed by the shareholders of the
Company after its conversion into a joint stock company in November 2015 and the share premium raised
from the Company’s initial public offering and exercise of the over-allotment option.

On 21 March 2024, share premium of RMB49,550,000 was converted into share capital (note 28).

Statutory surplus reserve

In accordance with the Company Law of the PRC, certain subsidiaries of the Group which is a domestic
enterprise is required to allocate 10% of its profit after tax, as determined in accordance with the relevant PRC
accounting standards, to its statutory surplus reserve until the reserve reaches 50% of its registered capital.
Subject to certain restrictions set out in the Company Law of the PRC, part of the statutory surplus reserve may
be converted to registered capital, provided that the remaining balance after the capitalisation is not less than
25% of the registered capital.

On 21 March 2024, statutory surplus reserve of RMB90,450,000 was converted into share capital (note 28).

Exchange fluctuation reserve

The exchange fluctuation reserve is used to record exchange differences arising from the translation of the
financial information of entities of which the functional currency is not RMB.

NOTES TO THE CONSOLIDATED STATEMENTS OF CASH FLOWS
(a) Major non-cash transactions

During the year, the Group had non-cash additions to right-of-use assets and lease liabilities of
RMB75,609,000 (2024: RMB29,165,000), in respect of lease arrangements for self-operated counters,
office and warehouses.

During the year ended 31 December 2024, prepayment for leasehold land amounted to
RMB118,540,000 was transferred from a bidding deposit paid in 2023.

During the year ended 31 December 2024, the Group obtained interest-bearing bank loans
amounting to RMB420,000,000 and the Group received cash amounting to RMB416,941,000,
while RMB3,059,000 was deducted by the bank as interest simultaneously. The Group repaid
RMB 100,000,000 on October 2024 and repaid the remaining balance in 2025.

During the year ended 31 December 2025, prepayment for interest-bearing bank loans amounting to
RMB372,000 was deducted by interest income.
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2025

31. NOTES TO THE CONSOLIDATED STATEMENTS OF CASH FLOWS (continued)

(b) Changes in liabilities arising from financing activities

Bank and Lease Dividends
other loans liabilities [EVEL] ]
RMB'000 RMB'000 RMB'000
At 1 January 2025 320,000 44,102 -
Dividends declared - - 352,935
Changes from financing cash flows (319,628) (43,660) (352,935)
Reduction as a result of lease termination - (1,854) -
Lease modifications - 13,206 -
New leases - 62,403 -
Exchange realignment - (75) -
Interest income deducted from bank borrowing
repayment (372) - -
Interest expense accrued - 2,322 -
At 31 December 2025 - 76,444 -
At 1 January 2024 - 38,960 25,000
Dividends declared - - 1,000,000
Changes from financing cash flows 316,941 (40,638) (1,025,000)
Reduction as a result of lease termination - (8,295) -
Lease modifications - 22,680 -
New leases - 29,165 -
Interest expense accrued 3,059 2,230 -
At 31 December 2024 320,000 44,102 -
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2025

31. NOTES TO THE CONSOLIDATED STATEMENTS OF CASH FLOWS (continued)
() Total cash outflow for leases

The total cash outflow for leases included in the consolidated statement of cash flows is as follows:

2025 2024

RMB'000 RMB'000

Within operating activities 34,625 17,447
Within investing activities - 492,215
Within financing activities 43,660 40,638
Total 78,285 550,300

32. COMMITMENTS

The Group had the following contractual commitments at the end of each reporting period:

2025 PAO!
RMB'000 RMB'000
Construction in progress 185,548 293,485

Contractual commitments of construction in progress were mainly related to the ongoing construction of the
Group's production facility in Hangzhou, Hangzhou R&D Center and headquarters.

In January 2024, the Group entered into an investment and development agreement with the local
governmental authority for a parcel of land, pursuant to which the Group agreed to use the parcel of land
for the construction of its headquarters to be completed within an agreed-upon timeframe and with total
construction and installment costs of no less than RMB400,000,000.

33. RELATED PARTY TRANSACTIONS

Name Relationship

Hangzhou Shangdu Technology Co., Ltd. An entity controlled by a shareholder
(“Shangdu Technology”)
Huamei Kangyan (Suzhou) Biotechnology Co., Ltd. An associate
("Huamei Kangyan”)
Jiuhuan Investment An entity controlled by shareholders
Zhixun Investment An entity controlled by shareholders
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2025

33. RELATED PARTY TRANSACTIONS (continued)

(a) The Group had the following transactions with related parties during the year:

Notes 2025 2024
RMB’000 RMB’000
Purchases of products from:
Huamei Kangyan (i) 43,654 23,037
Rental and property management fees
payment to:
Shangdu Technology (i) 4,882 4,811
Loans to:
Zhixun Investment (iii) - 165,000
Jiuhuan Investment (iii) - 100,000
- 265,000
Interest income from:
Zhixun Investment (iii) - 193
Payable on behalf of:
Mr. Mao Geping (iv) - 11,936
Ms. Wang Ligun (iv) - 3,104
Ms. Mao Niping (iv) - 3,104
Ms. Mao Huiping (iv) - 2,626
Mr. Wang Lihua (iv) - 1,671
Ms. Song Hongquan (iv) - 1,432
- 23,873
Name and portrait rights licensing fee to:
Mr. Mao Geping (v) 2,771 166
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2025

33. RELATED PARTY TRANSACTIONS (continued)

(@) The Group had the following transactions with related parties during the year: (continued)
Notes:

(i) The purchases from the related party were made according to the published prices and conditions offered
by the related party to its major customers.

(ii) The rental and property management fees were charged with reference to prices mutually agreed between
the parties.

(iii) According to the loan agreement signed by the Group, Zhixun Investment and Jiuhuan Investment on 16
January 2024, the Group agreed to provide loans up to RMB300,000,000 to Zhixun Investment and Jiuhuan
Investment in aggregate. Each loan is unsecured and repayable in three months with interest at 2.4% per
annum.

For the year ended 31 December 2024, the Group provided loans amounted to RMB165,000,000 and
RMB100,000,000 to Zhixun Investment and Jiuhuan Investment, respectively, which were all repaid at 31
December 2024.

(iv) The amounts of payable on behalf of the directors are withholding individual income tax payable to the
relevant tax authorities arising from conversion of share premium and statutory surplus reserve into share
capital.

(v) According to the Name and Portrait Rights Licensing Framework Agreement signed on 25 November 2024,
Mr. Mao Geping has agreed to grant to the Group exclusive and non-transferrable licenses for the Group's
use of his name and portrait rights for an annual licensing fee of HK$2.98 million. The licensing fee has
been determined after arm’s length negotiations between the Group and Mr. Mao Geping. The initial term
of the Name and Portrait Rights Licensing Framework Agreement commenced on 10 December 2024 and
will end on 31 December 2026, subject to renewal through mutual consent by the parties.

(vi) On 1 April 2024, the Company, Mr. Mao Geping, Ms. Wang Ligun, Ms. Mao Niping, Ms. Mao Huiping,
Mr. Wang Lihua and Ms. Song Hongquan entered into a share transfer agreement, pursuant to which
the Company agreed to transfer 22.80% equity interest of Hangzhou Shang Du Hui to them at nil
consideration. Since the share capital pertaining to 22.80% equity interest of Hangzhou Shang Du
Hui has not yet been paid, the related capital contribution obligations were transferred to transferees
simultaneously.

To facilitate the development of the property held by Hangzhou Shang Du Hui and speed up the relevant
administrative procedures, on 23 October 2024, the Company acquired the remaining 22.8% of Hangzhou
Shang Du Hui's equity interest at a consideration of RMB96,000,000, which was equal to the total
contribution made by Mr. Mao Geping, Ms. Wang Liqun, Ms. Mao Niping, Ms. Mao Huiping, Mr. Wang
Lihua and Ms. Song Hongguan. Upon the transfer, Hangzhou Shang Du Hui became a direct wholly-owned
subsidiary of the Company.
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2025

33. RELATED PARTY TRANSACTIONS (continued)

(b) Outstanding balances with related parties:

Notes 2025 2024
RMB’000 RMB'000
Due to a related party (trade)
Huamei Kangyan (i) 5,137 2,948
Lease liabilities (trade)
Shangdu Technology (ii) - 341
Due to a director (trade)
Mr. Mao Geping (iii) - 166
Notes:
(i) As at 31 December 2024 and 2025, the Group’s outstanding balances with related parties are unsecured,
interest-free and repayable on demand.
(ii) The Group has entered into several lease agreements in respect of office with Shangdu Technology. The

transactions were made according to the price and terms agreed with Shangdu Technology.

(iii) As at 31 December 2024, the Group’s outstanding balance due to Mr. Mao Geping is RMB166,000
resulting from the use of his name and portrait rights.

(©) Compensation of key management personnel of the Group:

2025 2024

RMB'000 RMB'000

Salaries, bonuses, allowances and benefits in kind 32,097 29,838
Equity-settled share award expense 2,088 12,175
Pension scheme contributions 241 458
Total compensation paid to key management personnel 34,426 42,471

Further details of directors’ and the supervisors’ emoluments are included in note 8 to the financial
statements.

The related party transactions in respect of items the lease of office from Shangdu Technology above

also constitute connected transactions or continuing connected transactions as defined in Chapter 14A
of the Listing Rules.
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2025

FINANCIAL INSTRUMENTS BY CATEGORY

The carrying amounts of each of the categories of financial instruments as at the end of each reporting period
are as follows:

31 December 2025
Financial assets

Financial assets
at fair value

through profit

or loss
Financial
Mandatorily assets
designated at amortised
as such cost Total
RMB'000 RMB'000 RMB'000
Trade receivables - 240,591 240,591
Financial assets included in prepayments,
other receivables and other assets - 29,481 29,481
Derivative financial instruments 5,101 - 5,101
Restricted cash - 2,171 2,171
Time deposits - 992,638 992,638
Cash and cash equivalents - 2,441,285 2,441,285
Total 5,101 3,706,166 3,711,267

Financial liabilities

Financial liabilities

at amortised cost

RMB’000
Trade payables 158,539
Financial liabilities included in other payables and accruals 161,050
Due to a related party 5,137
Total 324,726
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2025

34. FINANCIAL INSTRUMENTS BY CATEGORY (continued)

The carrying amounts of each of the categories of financial instruments as at the end of each reporting period
are as follows: (continued)

31 December 2024
Financial assets

Financial assets

at amortised cost

RMB’000
Trade receivables 214,543
Financial assets included in prepayments, other receivables and other assets 22,122
Restricted cash 50,167
Cash and cash equivalents 2,796,456
Total 3,083,288

Financial liabilities

Financial liabilities

at amortised cost

RMB’000
Trade payables 92,065
Financial liabilities included in other payables and accruals 112,381
Interest-bearing bank and other borrowings 320,000
Due to a director 166
Due to a related party 2,948
Total 527,560

35. FAIR VALUE AND FAIR VALUE HIERARCHY OF FINANCIAL INSTRUMENTS

Management has assessed that the fair values of cash and cash equivalents, restricted cash, time deposits,
trade receivables, trade payables, financial assets included in prepayments, other receivables and other assets,
financial liabilities included in other payables and accruals and amounts due to a related party approximate to
their carrying amounts largely due to the short term maturities of these instruments.

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. The
following methods and assumptions were used to estimate the fair values:
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2025

FAIR VALUE AND FAIR VALUE HIERARCHY OF FINANCIAL
INSTRUMENTS (continued)

The Group enters into derivative financial instruments with a commercial bank. Derivative financial instruments,
including options for foreign currency, are measured using valuation techniques similar to forward pricing
and swap models, using present value calculations. The models incorporate various market observable inputs
including the credit quality of counterparties, foreign exchange spot and forward rates. The carrying amounts
of options for foreign currency are the same as their fair values.

Fair value hierarchy

The following tables illustrate the fair value measurement hierarchy of the Group’s financial instruments:

Assets measured at fair value:

As at 31 December 2025

Fair value measurement using

Quoted Significant Significant
prices in active observable unobservable
markets inputs inputs
(Level 1) (Level 2) () Total
RMB'000 RMB'000 RMB'000 RMB'000
Derivative financial instruments - 5,101 - 5,101
Total - 5,101 - 5,101

The Group did not have any financial assets measured at fair value as at 31 December 2024.

The Group did not have any financial liabilities measured at fair value as at 31 December 2025 (2024: Nil).

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 for both financial assets and financial liabilities (2024: Nil).
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2025

36. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Group's principal financial instruments include cash and cash equivalents. 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 and other receivables, other payables and accruals and trade payables, which arise
directly from its operations.

The Group also enters into derivative transactions, including principally options for foreign currency. The
purpose is to manage the currency risks arising from the Group's operations and its sources of finance.

The main risks arising from the Group’s financial instruments are 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. The Group’s accounting policies in relation to derivatives are set out in note 2.4 to the
financial statements.

Foreign currency risk

Foreign currency risk is the risk of loss resulting from changes in foreign currency exchange rates. Fluctuations
in exchange rates between the RMB and other currencies in which the Group conducts business may affect the
Group's financial condition and results of operations. The Group seeks to limit its exposure to foreign currency
risk by minimising its net foreign currency position.

The following table demonstrates the sensitivity at the end of the reporting period to a reasonably possible
change in foreign currency exchange rates, with all other variables held constant, of the Group’s profit before

tax (arising from HK$ and US$ denominated financial instruments) and the Group's equity.

Increase/ Increase/

(decrease) (decrease) Increase/

in rate of in profit (decrease)

foreign currency before tax in equity
% RMB'000 RMB'000

2025
If the RMB weakens against the HK$ 5 42,504 42,504
If the RMB strengthens against the HK$ (5 (42,504) (42,504)
If the RMB weakens against the US$ 5 43,851 43,851
If the RMB strengthens against the US$ (5) (43,851) (43,851)
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2025

36. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

Foreign currency risk (continued)

Increase/ Increase/
(decrease) (decrease) Increase/
in rate of in profit (decrease)
foreign currency before tax in equity
% RMB'000 RMB'000

2024
If the RMB weakens against the HK$ 5 103,852 103,852
If the RMB strengthens against the HK$ (5) (103,852) (103,852)
If the RMB weakens against the US$ 5 46 46
If the RMB strengthens against the US$ (5) (46) (46)
Credit risk

The Group trades mainly 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.

Maximum exposure and year-end staging

The table below shows 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.
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2025

36. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

Credit risk (continued)

Maximum exposure and year-end staging (continued)

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* - - - 241,434 241,434
Financial assets included in prepayments,
other receivables and other assets
- Normal** 29,481 - - - 29,481
- Doubtful** 614 - - - 614
Restricted cash
- Normal 2,17 - - - 2,17
Cash and cash equivalents
- Not yet past due 2,441,285 - - - 2,441,285
Time deposits
- Not yet past due 992,638 - - - 992,638
Total 3,466,189 - - 241,434 3,707,623

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* - - - 215,187 215,187
Financial assets included in prepayments,
other receivables and other assets
- Normal** 22,122 - - - 22,122
- Doubtful** 514 - - - 514
Restricted cash
- Normal 50,167 - - - 50,167
Cash and cash equivalents
- Not yet past due 2,796,456 - - - 2,796,456
Total 2,869,259 - - 215,187 3,084,446
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2025

36. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)
Credit risk (continued)

Maximum exposure and year-end staging (continued)

X For trade receivables to which the Group applies the simplified approach for impairment, information based on the
provision matrix is disclosed in note 19 to the financial statements.

Pk The credit quality of 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 are
disclosed in note 19 to the financial statements.

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
other borrowings.

The maturity profile of the Group's financial liabilities as at the end of each reporting period, based on the
contractual undiscounted payments, is as follows:

31 December 2025

Less than 3to 1to

On demand 3 months 12 months 5 years Total

RMB'000 RMB'000 RMB’000 RMB’000 RMB'000

Trade payables 4,915 153,624 - - 158,539

Due to a related party - 5,137 - - 5,137

Financial liabilities included in other

payables and accruals 32,084 117,980 10,986 - 161,050

Lease liabilities - 9,936 27,512 43,469 80,917
Total contractual undiscounted payments and

total expected undiscounted payments 36,999 286,677 38,498 43,469 405,643
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2025

36. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)
Liquidity risk (continued)

31 December 2024

Less than 3to 1to

On demand 3 months 12 months 5 years Total

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

Trade payables 2,718 89,347 - - 92,065

Interest-bearing bank and other borrowings - 100,000 220,000 - 320,000

Due to a related party - 2,948 - - 2,948

Due to a director - 166 - - 166
Financial liabilities included in other

payables and accruals 12,769 90,104 9,508 - 112,381

Lease liabilities - 12,919 13,500 19,649 46,068

Total contractual undiscounted payments and
total expected undiscounted payments 15,487 295,484 243,008 19,649 573,628

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 year.
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2025

36. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)
Capital management (continued)

The Group monitors capital using a gearing ratio, which is debt divided by total assets. Debt includes lease
liabilities, trade payables, other payables and accruals and interest-bearing bank and other borrowings. The
gearing ratios as at the end of each reporting period were as follows:

2025 2024

RMB'000 RMB'000

Interest-bearing bank and other borrowings - 320,000
Lease liabilities 76,444 44,102
Trade payables 158,539 92,065
Other payables and accruals 463,391 390,209
Debt 698,374 846,376
Total assets 5,532,985 4,473,469
Gearing ratio 12.62% 18.92%

37. EVENTS AFTER THE REPORTING PERIOD

The Company repurchased 337,300 of its shares on the Hong Kong Stock Exchange at a total consideration
of HK$29,792,000 in January 2026. The repurchased shares were used for the Restricted Share Unit Incentive
Scheme.
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2025

38. 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
Property, plant and equipment 83,740 78,669
Right-of-use assets 5,966 7,848
Other intangible assets 1,030 1,584
Investments in subsidiaries 917,998 811,963
Deferred tax assets 15,893 14,075
Total non-current assets 1,024,627 914,139
CURRENT ASSETS
Inventories 576,980 321,454
Trade receivables 182,644 176,701
Prepayments, other receivables and other assets 59,250 20,618
Due from subsidiaries 150,066 36,185
Derivative financial instruments 5,101 -
Restricted cash 2,002 50,000
Cash and cash equivalents 1,952,681 2,449,103
Time deposits 932,638 -
Total current assets 3,861,362 3,054,061
CURRENT LIABILITIES
Trade payables 57 57
Other payables and accruals 219,115 199,367
Interest-bearing bank and other borrowings - 320,000
Due to subsidiaries 199,657 134,280
Due to a director - 166
Lease liabilities 2,700 3,733
Tax payable 125,398 102,051
Total current liabilities 546,927 759,654
NET CURRENT ASSETS 3,314,435 2,294,407
TOTAL ASSETS LESS CURRENT LIABILITIES 4,339,062 3,208,546
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2025

38. STATEMENT OF FINANCIAL POSITION OF THE COMPANY (continued)

Information about the statement of financial position of the Company at the end of the reporting period is as
follows: (continued)

2025 2024
RMB'000 RMB'000
TOTAL ASSETS LESS CURRENT LIABILITIES 4,339,062 3,208,546
NON-CURRENT LIABILITIES
Lease liabilities 1,649 2,580
Total non-current liabilities 1,649 2,580
Net assets 4,337,413 3,205,966
EQUITY
Share capital 245,094 239,212
Reserves (note) 4,092,319 2,966,754
Total equity 4,337,413 3,205,966
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2025

38. STATEMENT OF FINANCIAL POSITION OF THE COMPANY (continued)

Information about the statement of financial position of the Company at the end of the reporting period is as
follows: (continued)

Note:

A summary of the Company's reserves is as follows:

Share award Statutory
Share scheme surplus Retained

premium reserve reserve profits Total

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

At 1 January 2024 49,550 - 108,532 1,184,100 1,342,182

Equity-settled share award expense - 14,074 - - 14,074

Profit and total comprehensive income for the year - - - 729,826 729,826

Share conversion (49,550) - (90,450) - (140,000)

Dividends declared to shareholders - - - (1,000,000) (1,000,000)

Issue of shares from initial public offerings 2,020,672 - - - 2,020,672

Transfer to statutory surplus reserves - - 139,812 (139,812) -

At 31 December 2024 and 1 January 2025 2,020,672 14,074 157,894 774114 2,966,754

Equity-settled share award expense - 3,134 - - 3,134

Profit and total comprehensive income for the year - - - 1,170,143 1,170,143

Dividends declared to shareholders - - - (352,935) (352,935)

Issue of shares 305,223 - - - 305,223
Transfer of share award scheme reserve upon

vesting 16,192 (16,192) - - -

At 31 December 2025 2,342,087 1,016 157,894 1,591,322 4,092,319

39. APPROVAL OF THE FINANCIAL STATEMENTS

The financial statements were approved and authorised for issue by the board of directors on 26 March 2026.
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DEFINITIONS

In this annual report, unless the context otherwise requires, the following terms and expressions have the meanings
set forth below:

“Articles of Association” or “Articles” the articles of association of our Company, as amended, supplemented,
or otherwise modified from time to time

"Board” or “Board of Directors” the board of directors of our Company

“CAGR” compound annual growth rate, referring to the year-over-year growth
rate, which is calculated by taking the nth root of the total percentage
growth rate over a specified period of time. The formula for calculating
CAGR is: (Ending Value/Beginning Value) A (1/number of years)-1

“"CG Code” the Corporate Governance Code as set out in Appendix C1 of the
Listing Rules in force during the Reporting Period

“Company” or “our Company” or Mao Geping Cosmetics Co., Ltd. (EXFLimB i BARAF), a
“the Company” limited liability company established in the PRC on July 28, 2000,
whose H Shares are listed on the Main Board of the Stock Exchange

(stock code: 1318)

“controlling shareholders” has the meaning ascribed to it under the Listing Rules

“CSRC” China Securities Regulatory Commission (f BB A EBEE L E )
“date of this report” March 26, 2026

“Zhixun Investment” Xinyu Zhixun Project Investment Partnership (Limited Partnership) (¥

FRMEBEBRESREEERER)), formerly known as Hangzhou
Dijing Investment Management Partnership (Limited Partnership) (#77/1
FEREERABENLEBERAER)), a limited partnership established in
the PRC on April 28, 2011, and one of controlling shareholders of the

Company
“Director(s)” the director(s) of our Company
" Global Offering” the offer of the Shares for subscription as described in the section

headed “Structure of the Global Offering” in the Prospectus

“Group,” "our Group,” “the Group,” our Company and its subsidiaries
“we,"” or "us,”
“Hangzhou Love Keeps” Hangzhou Love Keeps Cosmetics Co., Ltd. (MM EB LA ERERA

A)), a direct wholly-owned subsidiary of the Company
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DEFINITIONS

"Hangzhou Mao Geping”

"Hangzhou Shang Du Hui”

"Hangzhou Xingyi”

“H Share(s)”

"H Shareholder(s)"”

“H Share Full Circulation”

“HK$" or “Hong Kong dollars” or
"HK dollars”

"Hong Kong” or “HK"”

“HKFRS Accounting Standards”

“Jiuhuan Investment”

“KOL(s)"”

“Listing”

“Listing Date”

Mao Geping Cosmetics Co., Ltd.

Hangzhou Mao Geping Cosmetics Co., Ltd. (FTMNEXF LR ER R
7)), a company established in the PRC with limited liability on July 28,
2000, the predecessor of the Company

Hangzhou Shang Du Hui Cosmetics Technology Co., Ltd. (fi /N i
EE(L AL SR B R A F]), a direct wholly-owned subsidiary of the
Company

Hangzhou Xingyi Equity Investment Co., Ltd. (I1/N 2 LXK R E B R
A \]), a direct wholly-owned subsidiary of the Company

overseas listed foreign share(s) in the share capital of the Company
with a nominal value of RMBO0.50 each, which are subscribed for and
traded in Hong Kong dollars

holder(s) of H Share(s)
the conversion of 228,344,600 Unlisted Shares into H Shares

Hong Kong dollars, the lawful currency of Hong Kong

the Hong Kong Special Administrative Region of the PRC

All Hong Kong Financial Reporting Standards’s Hong Kong Accounting
Standards and interpretations as issued by the Hong Kong Institute of
Certified Public Accountants

Xinyu Jiuhuan Project Investment Partnership (Limited Partnership) (37
RMNAEHE REESBLEEBRAER)), formerly known as Hangzhou
Jiachi Investment Management Partnership (Limited Partnership) (70l
RIS ETEARLEBERAR)), a limited partnership established in
the PRC on April 28, 2011 and one of controlling shareholders of the
Company

key opinion leader(s)

the listing of the H shares on the main board of the Stock Exchange on
December 10, 2024

the date on which the H shares are listed on the Main Board of the
Stock Exchange and from which dealings in the H shares are permitted
to commence on the Main Board of the Stock Exchange, i.e. December
10, 2024



“Listing Rules”

“Mao Geping Image Design”

“Mao Geping Technology”

“Mr. Mao”

“Ms. Wang”

"ODM”

"Prospectus”

"Reporting Period”

“Restricted Share Unit”

“Restricted Share Unit Incentive Scheme”

“RMB"” or “Renminbi”

"SFO”

“Share(s)”

“Shareholder(s)"”

“SKU(s)"”

DEFINITIONS

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

Hangzhou Mao Geping Image Design Art Co., Ltd. (fTNEXFR &
sHEMTARR A7), a direct wholly-owned subsidiary of the Company

Hangzhou Mao Geping Technology Co., Ltd. (F/NEXFREFBRE A
7)), a direct wholly-owned subsidiary of the Company

Mr. MAO Geping (EX ), our founder, chairman of the Board, an
executive Director, and one of the Controlling Shareholders of our

Company

Ms. WANG Liqun (E3ZE%), an executive Director, vice chairperson of
the Board, and one of the Controlling Shareholders of our Company

original design manufacturing, where a manufacturer designs and
manufactures a product which is specified by the customer and
eventually marketed and sold under the customer’s brand name or
under no specific brand

the prospectus of the Company dated December 2, 2024

for the year ended December 31, 2025

restricted share unit(s) conferring the grantee a conditional right to
receive H Shares upon vesting

the restricted share unit incentive scheme of the Company adopted by
resolutions of the Shareholders on December 4, 2025

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

time

ordinary shares in the capital of our Company with a nominal value of
RMBO0.50 each, comprising Unlisted Share(s) and H Share(s)

the holder(s) of the Share(s)

stock keeping unit(s), to help identify and track inventories

Annual Report 2025 667

\



(s

DEFINITIONS

"Stock Exchange”

“Unlisted Share(s)”

"Zhejiang Huidu”

“op

Mao Geping Cosmetics Co., Ltd.

The Stock Exchange of Hong Kong Limited
ordinary share(s) issued by the Company, with a nominal value of

RMBO0.50 each, which were subscribed for or credited as paid in
Renminbi and held by domestic Shareholders

Zhejiang Huidu Cosmetics Co., Ltd. (HLEEEM AR AR A F), a direct
wholly-owned subsidiary of the Company

per cent



