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WARNING

The publication of this Application Proof is required by The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”) and the Securities and Futures Commission (the “Commission”) solely for the purpose of
providing information to the public in Hong Kong.

This Application Proof is in draft form. The information contained in it is incomplete and is subject to change
which can be material. By viewing this document, you acknowledge, accept and agree with the Company, its
sponsor, overall coordinator, advisors or members of the underwriting syndicate that:

(a) this document is only for the purpose of providing information about the Company to the public in Hong
Kong and not for any other purposes. No investment decision should be based on the information
contained in this document;

(b) the publication of this document or any supplemental, revised or replacement pages on the Stock
Exchange’s website does not give rise to any obligation of the Company, its sponsor, overall coordinator,
advisors or members of the underwriting syndicate to proceed with an offering in Hong Kong or any
other jurisdiction. There is no assurance that the Company will proceed with the offering;

(c) the contents of this document or any supplemental, revised or replacement pages may or may not be
replicated in full or in part in the actual final listing document;

(d) this document is not the final listing document and may be updated or revised by the Company from time
to time in accordance with the Rules Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited;

(e) this document does not constitute a prospectus, and shall not be deemed to be, a prospectus, offering
circular, notice, circular, brochure or advertisement offering to sell any securities to the public in any
jurisdiction, nor is it an invitation to the public to make offers to subscribe for or purchase any securities,
nor is it calculated to invite offers by the public to subscribe for or purchase any securities;

(f) this document must not be regarded as an inducement to subscribe for or purchase any securities, and
no such inducement is intended;

(g) neither the Company nor any of its affiliates, sponsor, overall coordinator, advisors or members of its
underwriting syndicate is offering, or is soliciting offers to buy, any securities in any jurisdiction through
the publication of this document;

(h) no application for the securities mentioned in this document should be made by any person nor would
such application be accepted;

(i) the Company has not and will not register the securities referred to in this document under the United
States Securities Act of 1933, as amended, or any state securities laws of the United States;

(j) as there may be legal restrictions on the distribution of this document or dissemination of any
information contained in this document, you agree to inform yourself about and observe any such
restrictions applicable to you; and

(k) the application to which this document relates has not been approved for listing and the Stock Exchange
and the Commission may accept, return or reject the application for the subject public offering and/or
listing.

If an offer or an invitation is made to the public in Hong Kong in due course, prospective investors are
reminded to make their investment decision solely based on the Company’s prospectus registered with
the Registrar of Companies in Hong Kong, copies of which will be distributed to the public during the
offer period.
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IMPORTANT NOTICE TO PROSPECTIVE INVESTORS

This Document is issued by us solely in connection with the [REDACTED] and the

[REDACTED] and does not constitute an [REDACTED] to sell or a solicitation of an

[REDACTED] to buy any security other than the [REDACTED] by this Document

pursuant to the [REDACTED]. This Document may not be used for the purpose of

making, and does not constitute, an [REDACTED] or invitation in any other jurisdiction

or in any other circumstances. No action has been taken to permit a [REDACTED] of

the [REDACTED] in any jurisdiction other than Hong Kong and no action has been

taken to permit the distribution of this Document in any jurisdiction other than Hong

Kong. The distribution of this Document for purposes of a [REDACTED] and the

[REDACTED] and sale of the [REDACTED] in other jurisdictions are subject to

restrictions and may not be made except as permitted under the applicable securities laws

of such jurisdictions pursuant to registration with or authorization by the relevant

securities regulatory authorities or an exemption therefrom.

You should rely only on the information contained in this Document to make your

investment decision. The [REDACTED] is made solely on the basis of the information

contained and the representations made in this Document. We have not authorized anyone

to provide you with information that is different from what is contained in this Document.

Any information or representation not contained nor made in this Document must not be

relied on by you as having been authorized by us, any of the Sole Sponsor, the

[REDACTED], the [REDACTED], the [REDACTED], the [REDACTED], the

[REDACTED], the [REDACTED], any of our or their respective directors, officers,

employees, agents, or representatives of any of them or any other parties involved in the

[REDACTED].
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This summary aims to give you an overview of the information contained in this

Document. As it is a summary, it does not contain all the information that may be

important to you. You should read the whole Document before you decide to invest in the

[REDACTED]. There are risks associated with any investment. Some of the particular

risks in investing in the [REDACTED] are set out in the section headed “Risk Factors”

in this Document. You should read that section carefully in full before you decide to invest

in the [REDACTED].

OVERVIEW

Market Leadership Brands and Business

Profitability Shareholder Returns

Global Presence

Development History

Revenue: RMB20 billion+4

Net profit: RMB2 billion+5

Total dividends: RMB6.5 billion�

Payout ratio: ~90%7

No. 4 apparel group in China�

Largest manufacturer of
corporate apparel customization in
China�

Over 7,200 stores globally�

Covering 11 overseas countries and
31 provincial-level administrative
regions in China3

Over two decades of brand history

No. 2 menswear brand in the
world�

One of the pioneers and the largest
practitioners of the store 
partnership model in China�s
apparel industry�

No. 1 menswear brand in Asia�

No. 1 menswear brand in China 
and Malaysia�

Diversified portfolio covering 
menswear, womenswear, baby and
kidswear and sportswear

Notes:

1 According to Frost & Sullivan, by revenue in 2024
2 According to Frost & Sullivan, by revenue in the Track Record Period
3 As of June 30, 2025, including all brands under our brand portfolio
4 In terms of revenue for each of 2023 and 2024
5 In terms of net profit for each of 2022, 2023 and 2024
6 In terms of aggregated dividends declared for 2022, 2023 and 2024
7 In terms of cumulative dividends payout ratio in 2022, 2023 and 2024

Who We Are

We are a leading branded apparel group in China, distinguished by a diversified brand

portfolio, an extensive supply chain network and strong channel integration capabilities. In

2024, we were the fourth-largest apparel group in China by revenue, according to Frost &

Sullivan. As of June 30, 2025, we had over 7,200 stores globally. Through our brand operation

system, we bring high-quality and value-for-money products to consumers, helping them

pursue a refined and fulfilling lifestyle that reflects their aspiration for quality, taste and

self-expression.
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OUR STRENGTHS

We believe that our business success and leading market position are underpinned by the

following key strengths:

• Undisputed leadership in China’s menswear industry with scale-driven competitive

advantage.

• Strong brand moat built on a comprehensive multi-brand portfolio covering diverse

consumer segments and lifestyles.

• Comprehensive omni-channel sales network driving the creation of a new retail

ecosystem.

• New growth driver fueled by an accelerated internationalization strategy that created

an emerging global presence.

• High operational efficiency through technological innovation, solidifying

competitive advantages across the value chain.

• HLA’s distinctive “Platform + Brand” model driving operational efficiency, risk

control and supply chain synergy.

• Experienced core management team with strong commitment to social

responsibility.

See “Business — Our Strengths.”

OUR STRATEGIES

We plan to implement the following strategies to consolidate and enhance our leading

position in the industry:

• Continuously promoting brand building, product portfolio expansion and

development of a symbiotic brand-user ecosystem.

• Strengthening R&D and digitalization to drive transformation toward “Technology,

Fashion and Sustainability.”

• Leveraging technology and sports to drive breakthrough growth in the sportswear

segment.

• Driving channel optimization and unlocking new growth through refined operations

and emerging formats.
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Corporate Apparel Customization Business

Leveraging the strengths of our proprietary brands, we also actively expand our corporate

apparel customization business. All of our proprietary brands can be tailored to meet

customer-specific requirements, enabling large-scale customization, production, and sales to

serve corporate and institutional customers. As a pioneer and market leader in China’s

corporate apparel sector, we have been dedicated to corporate apparel customization since the

1990s, accumulating over two decades of expertise. By continuously focusing on workplace

needs and personalized experiences, we leverage our multi-brand expertise and combine

craftsmanship with intelligent manufacturing.

International Sports Brand Cooperations

To further diversify our brand portfolio and strengthen our presence in the sportswear

segment, we have established strategic cooperations with leading international sports brands.

These cooperations enable us to leverage our platform-based operational capabilities to capture

growth opportunities in the sports and activewear market, broaden consumer base and create

synergies with existing business lines, while enhancing the overall competitiveness and

resilience of our brand portfolio.

Urban Outlets

Since 2024, we have actively developed our urban outlet retail channel, which

distinguishes itself from traditional suburban outlets by being located closer to urban area. Its

central location enhances accessibility for consumers and supports higher visit frequency. By

leveraging a diverse portfolio of brands and product categories, our urban outlets address the

one-stop shopping needs of urban consumers and are emerging as an important retail format

within cities.

See “Business — Our Offerings.”

OUR SALES NETWORK

We adopt an omni-channel strategy that combines extensive offline coverage with

growing online presence to strengthen sales performance and brand influence. Our offline

channels, formed by a combination of directly-operated, partner-operated and distributor-

operated stores, serve as the cornerstone of our retail strategy and brand development.

Complementing this extensive offline network, we have also established online presence across

major e-commerce platforms through both direct sales to end consumers and sales to retailers.

Together, our offline and online networks form a comprehensive sales synergy that reinforces

brand presence, enhances consumer engagement and supports sustainable growth.
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The following table sets forth the breakdown of our revenue by sales channel for the
years/periods indicated:

Year ended December 31, Six months ended June 30,

2022 2023 2024 2024 2025

Amount % Amount % Amount % Amount % Amount %
(RMB’000, except for percentages)

(unaudited)

Offline Channel
Sales to store partners � � 8,834,106 49.3 9,436,690 45.5 7,628,054 37.9 4,579,264 42.0 4,053,164 36.2
Directly-operated stores � 3,674,766 20.5 5,401,835 26.0 5,594,842 27.7 2,916,584 26.7 3,343,122 29.7
Sales to distributors � � � 96,851 0.5 122,873 0.6 139,399 0.7 50,979 0.5 49,025 0.4
Subtotal � � � � � � � � � 12,605,723 70.3 14,961,398 72.1 13,362,295 66.3 7,546,827 69.2 7,445,311 66.3

Online Channel
Online direct sales � � � � 2,214,147 12.4 2,470,697 11.9 2,876,916 14.3 1,651,128 15.1 1,528,354 13.6
Sales to online retailers� � 642,320 3.6 787,433 3.8 1,542,228 7.6 560,947 5.1 780,145 6.9
Subtotal � � � � � � � � � 2,856,467 16.0 3,258,130 15.7 4,419,144 21.9 2,212,075 20.2 2,308,499 20.5

Corporate Apparel
Customization
Channel � � � � � � � � 2,247,445 12.6 2,280,705 11.0 2,223,548 11.0 1,085,639 10.0 1,342,906 11.9

Others(1) � � � � � � � � � 195,539 1.1 254,129 1.2 157,115 0.8 64,636 0.6 141,029 1.3

Total � � � � � � � � � � � 17,905,174 100.0 20,754,362 100.0 20,162,102 100.0 10,909,177 100.0 11,237,745 100.0

Note:

(1) Primarily consists of sporadic sales of a small amount of products through wholesale.

During the Track Record Period, our products were primarily sold in Chinese mainland.
The following table sets forth the geographical breakdown of our revenue for the years/periods
indicated:

Year ended December 31, Six months ended June 30,

2022 2023 2024 2024 2025

Amount % Amount % Amount % Amount % Amount %

(unaudited)

(RMB’000, except for percentages)

Chinese Mainland � � � 17,686,110 98.8 20,482,773 98.7 19,806,997 98.2 10,747,786 98.5 11,032,094 98.2
Overseas(1) � � � � � � � 219,064 1.2 271,589 1.3 355,105 1.8 161,391 1.5 205,651 1.8

Total � � � � � � � � � � 17,905,174 100.0 20,754,362 100.0 20,162,102 100.0 10,909,177 100.0 11,237,745 100.0

Note:

(1) Overseas primarily include revenue generated from the sales of our directly-operated stores in Malaysia, the
Philippines, Vietnam, Singapore, Thailand and Indonesia.
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The following tables set forth the key operating data of our overseas directly-operated

stores for our major proprietary brands for the years/periods indicated:

Total GMV (RMB in millions) � � � 222.6 280.1 369.1 169.3 212.1
Annualized average revenue per

store(1) (RMB in millions) � � � � 4.5 5.0 4.5 5.1 4.0
Number of transactions

(in millions) � � � � � � � � � � � � � 0.6 0.7 0.9 0.4 0.5
Average spending per transaction

(RMB) � � � � � � � � � � � � � � � � � 369.9 397.3 413.2 399.0 407.7
Sales volume (in millions)� � � � � � 1.3 1.6 2.0 0.9 1.2
Average selling price (RMB) � � � � 168.5 179.2 186.2 179.4 183.7

Note:

(1) Annualized average revenue per store is annualized revenue calculated by dividing (a) total revenue by
(b) the average of number of stores at the beginning and the end of the relevant period. The data of total
GMV, number of transactions, sales volume, average spending per transaction and average selling price
include data from offline channels only.

Our Directly-Operated Stores. We operate a portion of our stores under direct operation

model, where we undertake all operational management and assume all expenses related to

store opening and ongoing operations. By strategically situating our stores in prime

commercial districts and high-traffic areas, we enhance brand visibility, swiftly implement

marketing strategies and employ digitalization tools, and maintain consistent store and brand

images and service standards to ensure consistently high-quality consumer experience across

our stores. These advantages support our ability to timely respond to evolving consumer

preferences and reinforce the overall effectiveness of our retail strategy.

Our Store Partnership Model. As part of our offline channel strategy, we have adopted

a store partnership model. Under this model, we collaborate with store partners to efficiently

expand our retail footprint while maintaining brand consistency and operational standards,

operating in an asset-light manner.

Our Directly-Operated Stores. Our offline channel also includes a small number of

distributor-operated stores operated by third-party distributors, which is common in our

industry. Under this model, we directly sell our products to third-party distributors, who are

typically experienced local retail operators with established resources in regional commercial

districts, and they in turn operate their own stores of our brands to resell these products to end

consumers. Our distributor-operated stores share the same brand identity, store design and

operational standards, ensuring a unified customer experience across our sales network.

Pursuant to our distribution agreements, distributors independently invest in and operate stores

under our brand, while we provide ongoing operational support, training and marketing

resources to maintain a consistent store and brand image to the market.
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Our Online Channel

We have leveraged the strong growth of e-commerce and established an online channel
comprising direct sales to end consumers through our stores on major e-commerce platforms
and sales to online retailers. Our online channel serves as an important complement to our
offline network, allowing us to reach a broader customer base, especially younger and digitally
native consumers. Through curated product assortment, consistent brand presentation and
data-driven operations, our online channel enhances brand visibility, supports inventory
efficiency and provides valuable consumer insights that inform product design and marketing
strategies.

The following table sets forth the GMV through our online channel for the years/periods
indicated:

Year ended December 31, Six months ended June 30,

2022 2023 2024 2024 2025

(RMB in millions)

Total GMV through
online channel � � � � 4,237.7 4,996.1 7,080.7 3,502.2 4,108.9

Online Direct Sales. Our online direct sales channel comprises sales to end customers
through our directly-operated stores across major e-commerce and social commerce platforms.
These include mainstream e-commerce platforms such as Tmall and JD.com; short video
platforms such as Douyin and Kuaishou; as well as social media platforms such as
Xiaohongshu and WeChat.

Sales to Online Retailers. In line with market practice, during the Track Record Period,
we also engaged online retailers, primarily consisting of e-commerce platforms such as
Vipshop and JD.com’s directly-operated stores and retailers who operate stores on e-commerce
platforms, who in turn sell our products to end customers.

Our Corporate Apparel Customization Channel

Our corporate apparel customization channel provides large-scale apparel solutions for
corporate and institutional customers, primarily covering professional wear, workwear and
school uniforms. Our customer base spans industries such as financial services,
telecommunications, transportation, energy, public services and education.

See “Business — Our Sales Network.”

OUR PRODUCT DESIGN AND DEVELOPMENT

We prioritize design and development to drive product innovation, enhance technological
features and expand our product portfolio. We have established specialized subsidiaries and
platforms focused on textile material innovation and the study of traditional apparel culture,
which support the continuous advancement of our product portfolio. Our product development
is primarily led by our central merchandising and development department, which coordinates
the entire process from concept to launch. In addition, we place strong emphasis on
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collaborative innovation with our suppliers, making it a core component of our R&D system.
We also collaborate with leading universities and research institutions to jointly establish R&D
centers and innovation platforms. These collaborations bring together academic research and
industrial expertise, ensuring that our R&D capabilities remain at the forefront of intelligent
manufacturing and technological progress in the apparel industry.

See “Business — Product Design and Development.”

OUR MAJOR CUSTOMERS AND SUPPLIERS

During the Track Record Period, our customers primarily included retailers, distributors,
customers of our corporate apparel customization business and individual customers. Revenue
from our five largest customers in each year/period during the Track Record Period was
RMB817.0 million, RMB865.2 million, RMB1,511.3 million and RMB766.6 million,
respectively, accounting for 4.6%, 4.2%, 7.5% and 6.8% of our total revenue for the respective
year/period. Revenue from our largest customer in each year/period during the Track Record
Period was RMB298.9 million, RMB362.8 million, RMB728.0 million and RMB307.4 million,
respectively, accounting for 1.7%, 1.7%, 3.6% and 2.7% of our total revenue for the respective
year/period.

During the Track Record Period, our suppliers primarily included apparel suppliers and
suppliers of raw materials. Purchases from our five largest suppliers in each year/period during
the Track Record Period were RMB1,592.7 million, RMB1,385.5 million, RMB2,963.9 million
and RMB1,028.0 million, respectively, accounting for 14.4%, 13.7%, 22.2% and 23.8% of our
total purchases for the respective year/period. Purchases from our largest supplier in each
year/period during the Track Record Period were RMB371.5 million, RMB354.3 million,
RMB1,484.7 million and RMB436.4 million, respectively, accounting for 3.4%, 3.5%, 11.1%
and 10.1% of our total purchases for the respective year/period.

See “ Business — Our Major Customers and Suppliers.”

COMPETITION

China’s apparel industry is highly competitive and remains fragmented, with the top five
players accounting for 10.5% of total market share by revenue. Leading companies compete
across multiple segments and channels, focusing on product quality, pricing discipline, supply
chain efficiency and brand reputation. As consumer preferences shift toward comfort,
functionality and value, brands with strong product development, standardized operations and
integrated digital and physical supply chains are better positioned to capture market
opportunities and drive repeat purchases. The market is also undergoing structural changes,
with a rising share of directly-operated stores and a shift toward prime commercial districts.
Online channels continue to grow in importance, driven by content engagement and
membership programs that enhance conversion and retention. We compete with both domestic
and international brands, some of which may have greater resources and broader recognition.
Nevertheless, our disciplined pricing, robust product design and dynamic sales network enable
us to attract and retain consumers and further increase our market share.

See “Industry Overview.”
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SUMMARY OF HISTORICAL FINANCIAL INFORMATION

The following tables set forth a summary of our consolidated financial information for the

Track Record Period, extracted from the Accountant’s Report set out in Appendix I. The

summary of consolidated financial data set forth below should be read together with, and is

qualified in its entirety by reference to, the consolidated financial statements in this Document,

including the related notes. Our consolidated financial information has been prepared in

accordance with HKFRS Accounting Standards.

Description of Major Components of Our Results of Operations

The following table sets forth a summary of our results of operations for the years/periods

indicated:

Year ended December 31, Six months ended June 30,

2022 2023 2024 2024 2025

(RMB’000)

(unaudited)

Revenue � � � � � � � � � 17,905,174 20,754,362 20,162,102 10,909,177 11,237,745
Cost of sales � � � � � � (10,135,380) (11,379,500) (10,984,826) (5,842,691) (5,969,130)

Gross profit � � � � � � 7,769,794 9,374,862 9,177,276 5,066,486 5,268,615
Other gains and

losses, net� � � � � � � (32,161) (11,559) (153,611) (1,000) (121,198)
Distribution and

selling expenses� � � (3,424,651) (4,353,303) (4,841,332) (2,387,832) (2,472,101)
Administrative

expenses � � � � � � � � (972,150) (996,364) (1,057,354) (489,965) (508,010)
Research and

development

expenses � � � � � � � � (194,035) (200,337) (288,132) (111,609) (106,373)
Share of result of

associates � � � � � � � – 34,022 13,134 13,134 –
Finance costs � � � � � � (249,957) (223,416) (62,715) (33,039) (30,055)

Profit before tax � � � 2,896,840 3,623,905 2,787,266 2,056,175 2,030,878
Income tax expense � � (834,816) (705,470) (598,253) (417,737) (443,296)

Profit for the
year/period � � � � � 2,062,024 2,918,435 2,189,013 1,638,438 1,587,582
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Revenue

In 2022, 2023, 2024 and the six months ended June 30, 2024 and 2025, our total revenue

amounted to RMB17,905.2 million, RMB20,754.4 million, RMB20,162.1 million,

RMB10,909.2 million and RMB11,237.7 million, respectively. See “— Our Business” and “—

Our Sales Network” for revenue breakdown by business line, geographic region and sales

channel.

Gross Profit and Gross Profit Margin

Gross Profit and Gross Profit Margin by Business Lines

Gross profit margins vary across business lines due to differences in business model,

consumer group, market dynamics, cost structures and competitive positioning. The following

table sets forth a breakdown of gross profit and gross profit margin by business line for the

years/periods indicated:

Year ended December 31, Six months ended June 30,

2022 2023 2024 2024 2025

Gross profit

Gross
profit

margin
(%) Gross profit

Gross
profit

margin
(%) Gross profit

Gross
profit

margin
(%) Gross profit

Gross
profit

margin
(%) Gross profit

Gross
profit

margin
(%)

(unaudited)

(RMB’000, except for percentages)

Proprietary Brands
HLA � � � � � � � � 5,572,816 41.4 7,187,782 44.4 6,922,138 45.9 4,009,431 45.5 3,967,399 47.7
Corporate Apparel

Customization

Business � � � � � 1,076,426 47.9 1,051,903 46.1 884,231 39.8 468,250 43.1 534,081 39.8
Other Brands(1) � � � 1,099,770 50.5 1,103,127 49.7 966,258 56.3 505,486 62.6 445,008 58.8

Subtotal � � � � � � 7,749,012 43.4 9,342,812 45.1 8,772,627 46.1 4,983,167 46.5 4,946,488 47.5
Non-proprietary

Brands
International Sports

Brand Cooperations � 1,096 40.9 6,114 29.7 359,899 33.6 64,452 36.7 262,135 35.3
Urban Outlets � � � � – – – – 5,709 89.3(2) – – 40,281 95.5(2)

Others � � � � � � � 19,686 72.1 25,936 72.1 39,041 70.0 18,867 70.0 19,711 69.2
Subtotal � � � � � � 20,782 69.3 32,050 56.7 404,649 35.7 83,319 41.1 322,127 39.6

Total � � � � � � � 7,769,794 43.4 9,374,862 45.2 9,177,276 45.5 5,066,486 46.4 5,268,615 46.9
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Selected Items from the Consolidated Statements of Financial Position

Non-Current Assets/(Liabilities)

The following table sets out our non-current assets and liabilities as of the dates indicated:

As of December 31,
As of

June 30,

2022 2023 2024 2025

(unaudited)

(RMB’000)

Non-current assets
Property, plant and equipment � 3,371,473 3,265,545 3,261,578 3,160,938
Right-of-use assets � � � � � � � � � � 1,575,335 1,662,195 1,998,608 2,087,930
Investment properties � � � � � � � � 842,499 886,064 712,685 697,935
Goodwill � � � � � � � � � � � � � � � � � 732,326 732,326 800,447 800,447
Intangible assets� � � � � � � � � � � � 603,976 377,167 323,391 288,514
Interests in associates� � � � � � � � – 194,022 – –
Financial assets at FVTPL � � � 148,368 244,163 293,435 292,228
Equity instruments at FVTOCI � 245,125 244,162 251,793 250,558
Deferred tax assets � � � � � � � � � � 629,625 542,498 657,873 675,099
Prepayment � � � � � � � � � � � � � � � 36,570 55,631 46,734 40,760
Time deposits � � � � � � � � � � � � � � 5,160,000 2,430,000 2,720,000 4,070,000

Total non-current assets � � � � � 13,345,297 10,633,773 11,066,544 12,364,409

Non-current liabilities
Deferred tax liabilities � � � � � � � 129,710 84,468 66,571 60,557
Deposit received � � � � � � � � � � � 254,291 169,130 130,260 110,262
Lease liabilities � � � � � � � � � � � � 879,911 653,279 691,270 761,641
Convertible bonds � � � � � � � � � � 2,777,149 – – –

Total non-current liabilities � � 4,041,061 906,877 888,101 932,460
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Current Assets/(Liabilities)

The following table sets out our current assets and liabilities as of the dates indicated:

As of December 31,
As of

June 30,
As of

September 30,

2022 2023 2024 2025 2025

(unaudited)

(RMB’000)

Current assets
Inventories� � � � � � � � � � � � 9,455,106 9,336,830 11,986,958 10,255,063 11,518,094
Trade and bills receivables� 1,148,874 1,040,368 1,249,361 1,301,855 1,562,034
Prepayment and other

receivables � � � � � � � � � � 1,473,739 1,196,829 1,437,393 1,217,604 1,468,381
Financial assets at FVTPL � 162,051 365,042 305,100 217,448 131,112
Restricted bank deposits � � 64,002 22,700 21,611 19,937 18,379
Time deposits� � � � � � � � � � 312,000 3,230,000 2,590,000 1,290,000 460,000
Cash and cash equivalents � 6,787,598 7,887,301 4,774,054 6,755,817 5,068,117

Total current assets � � � � � 19,403,370 23,079,070 22,364,477 21,057,724 20,226,117

Current liabilities
Trade and bills payable � � � 9,483,136 10,053,022 11,196,804 10,185,937 10,795,245
Deposit received, accruals

and other payables� � � � � 2,565,937 2,137,206 1,978,075 2,688,686 1,501,016
Taxation payables � � � � � � � 662,238 513,129 548,986 432,905 523,196
Convertible bonds� � � � � � � – 2,550,137 – – –
Contract liabilities � � � � � � 1,015,233 792,857 613,869 248,835 250,427
Lease liabilities � � � � � � � � 458,960 721,941 918,268 918,379 893,856

Total current liabilities � � 14,185,504 16,768,292 15,256,002 14,474,742 13,963,740

Net current assets � � � � � � 5,217,866 6,310,778 7,108,475 6,582,982 6,262,377

Net Current Assets

Our net current assets decreased from RMB6,583.0 million as of June 30, 2025 to

RMB6,262.4 million as of September 30, 2025, primarily due to (i) a decrease in cash and cash

equivalents, reflecting the dividend paid in July 2025 and lower operating cash flows as

third-quarter sales moderated in line with industry seasonality in the apparel industry; and (ii)

a decrease in time deposits upon maturity, partially offset by (i) a decrease in deposits received,

accruals and other payables, mainly attributable to a reduction in dividend payable following

the July 2025 dividend payment and lower receipts on behalf of store partners in line with the

lower third-quarter sales volume; and (ii) an increase in inventories as we shifted procurement

toward winter apparel, which generally carries a higher unit price.
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Our net current assets decreased by 7.4% from RMB7,108.5 million as of December 31,

2024 to RMB6,583.0 million as of June 30, 2025, primarily attributable to a decrease in

inventories, as the inventory mix during the period was weighted toward summer apparel,

which typically carries lower unit prices than winter apparel; partially offset by an increase in

cash and cash equivalents.

Our net current assets increased by 12.6% from RMB6,310.8 million as of December 31,

2023 to RMB7,108.5 million as of December 31, 2024, primarily attributable to (i) an increase

in inventories due to the consolidation of inventories following the acquisition of Spoz; and (ii)

a decrease in convertible bonds as a result of the conversion of our outstanding 2018

Convertible Bonds, partially offset by a decrease in cash and cash equivalents.

Our net current assets increased by 20.9% from RMB5,217.9 million as of December 31,

2022 to RMB6,310.8 million as of December 31, 2023, primarily attributable to (i) an increase

in time deposits due to reclassification of certain deposits from non-current to current as they

became due within one year; and (ii) an increase in cash and cash equivalents, partially offset

by an increase in convertible bonds due to the reclassification of the 2018 Convertible Bonds

from non-current to current as they became due within one year.

Net Assets

Our net assets increased by 4.2% from RMB17,286.9 million as of December 31, 2024 to

RMB18,014.9 million as of June 30, 2025, primarily due to profit for the year of RMB1,587.6

million, partially offset by dividends appropriation of RMB864.5 million.

Our net assets increased by 7.8% from RMB16,037.7 million as of December 31, 2023 to

RMB17,286.9 million as of December 31, 2024, primarily due to (i) conversion of convertible

bonds of RMB2,578.9 million and (ii) profit for the year of 2024 of RMB2,189.0 million,

partially offset by dividends appropriation of RMB3,794.2 million.

Our net assets increased by 10.4% from RMB14,522.1 million as of December 31, 2022

to RMB16,037.7 million as of December 31, 2023, primarily due to profit for the year of

RMB2,918.4 million, partially offset by dividends appropriation of RMB1,857.4 million.

See “Financial Information — Discussion of Certain Key Balance Sheet Items.”
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Summary of the Consolidated Statements of Cash Flows

The following table sets out a summary of our cash flow for the years/periods indicated:

Year ended December 31, Six months ended June 30,

2022 2023 2024 2024 2025

(unaudited)

(RMB’000)

Net cash generated from operating

activities � � � � � � � � � � � � � � � � 2,956,743 5,100,481 1,812,854 1,859,860 2,534,438
Net cash generated from/(used in)

investing activities � � � � � � � � � � 135,394 (764,164) (67,415) (1,625,225) 14,623
Net cash used in financing

activities � � � � � � � � � � � � � � � � (2,977,997) (3,230,632) (4,862,107) (3,248,598) (564,880)
Net increase/(decrease) in cash and

cash equivalents � � � � � � � � � � � 114,140 1,105,685 (3,116,668) (3,013,963) 1,984,181
Cash and cash equivalents at the

beginning of the year/period � � � 6,667,664 6,787,598 7,887,301 7,887,301 4,774,054
Effect of foreign exchange rate

changes � � � � � � � � � � � � � � � � � 5,794 (5,982) 3,421 (2,189) (2,418)

Cash and cash equivalents at
the end of the year/period � � � � 6,787,598 7,887,301 4,774,054 4,871,149 6,755,817

See “Financial Information — Liquidity and Capital Resources — Cash Flow.”
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SELECTED FINANCIAL RATIOS

The following table sets forth our key financial ratios for the years/periods indicated:

As of December 31,
As of

June 30,

2022 2023 2024 2025

Gross profit margin (%)(1) � � � 43.4 45.2 45.5 46.9
Net profit margin (%)(2) � � � � 11.5 14.1 10.9 14.1
Return on equity (%)(3) � � � � � 13.9 19.1 13.1 9.0
Current ratio(4) � � � � � � � � � � � 1.4 1.4 1.5 1.5
Quick ratio(5)� � � � � � � � � � � � � 0.7 0.8 0.7 0.7

Notes:

(1) Gross profit margin equals gross profit divided by revenue for the year/period and multiplied by 100%.

(2) Net profit margin equals profit for the year/period divided by revenue and multiplied by 100%.

(3) Return on equity equals profit for the year/period divided by the average of the beginning and ending
total equity multiplied by 100%.

(4) Current ratio is calculated by dividing current assets by current liabilities.

(5) Quick ratio is calculated by dividing current assets less inventories by current liabilities.

RISK FACTORS

Our business and the [REDACTED] involve certain risks as set out in the section headed

“Risk Factors” in this Document. You should read that section in its entirety carefully before

you decide to [REDACTED] in our Shares. Some of the major risks we face include:

• If we fail to accurately capture market demand or rapidly develop new products to

cater to consumer preferences, we may not be able to effectively meet customer

needs, which could in turn affect our business performance.

• Maintaining our brand image is critical to our success and any failure to do so could

severely damage our reputation and brands, which would have a material adverse

effect on our business, financial condition and results of operations.

• If our products experience quality issues, it may result in customer loss and a decline

in sales and expose us to product liability claims or regulatory penalties, which

could materially and adversely affect our business, financial condition and operating

results.
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• If our store partners or distributors fail to comply with operating standards or

effectively manage their stores, it may affect service quality and brand image,

thereby adversely impacting our business and results of operations.

• We may have difficulty securing suitable store locations.

See “Risk Factors.”

OUR CONTROLLING SHAREHOLDERS GROUP

As of the Latest Practicable Date, Mr. Zhou Jianping, Mr. Zhou Lichen, Ms. Zhou Yanqi,

Heilan Investment, Heilan Group and Glow Land collectively controlled approximately

60.13% of our total share capital and therefore constitute a group of Controlling Shareholders

of our Company.

Immediately following the completion of the [REDACTED] (assuming the

[REDACTED] is not exercised and no other changes are made to the issued share capital of

our Company between the Latest Practicable Date and the [REDACTED]), Mr. Zhou Jianping,

Mr. Zhou Lichen, Ms. Zhou Yanqi, Heilan Investment, Heilan Group and Glow Land are

expected to, directly and indirectly, control approximately [REDACTED]% of our enlarged

share capital. Accordingly, Mr. Zhou Jianping, Mr. Zhou Lichen, Ms. Zhou Yanqi, Heilan

Investment, Heilan Group and Glow Land will remain as our Controlling Shareholders Group

upon the [REDACTED].

See “Relationship with Our Controlling Shareholders Group.”

CONNECTED TRANSACTIONS

We have entered into and expect to continue to conduct certain transactions after the

[REDACTED] with members of our Controlling Shareholders Group and/or their associates,

which will constitute partially non-exempt continuing connected transactions under Chapter

14A of Listing Rules.

See “Connected Transactions.”
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USE OF [REDACTED]

Assuming that the [REDACTED] is not exercised, after deducting the [REDACTED]

and other estimated [REDACTED] payable by us in connection with the [REDACTED], and

assuming an [REDACTED] of HK$[REDACTED] per Share (being the mid-point of the

indicative [REDACTED] of HK$[REDACTED] and HK$[REDACTED]), we estimate that

we will receive net [REDACTED] of approximately HK$[REDACTED] from the

[REDACTED]. We intend to use the [REDACTED] from the [REDACTED] for the purposes

and in the amounts set forth below:

• Approximately [REDACTED]% of the net [REDACTED], or HK$[REDACTED],

will be used to optimize and expand our sales channels in the Chinese mainland and

strengthen our presence across sales channels over the next three years.

• Approximately [REDACTED]% of the net [REDACTED], or HK$[REDACTED],

will be allocated to brand-building initiatives.

• Approximately [REDACTED]% of the net [REDACTED], or HK$[REDACTED],

will be used to advance our collaboration with international brands, and to enhance

our international brand image and overall competitiveness.

• Approximately [REDACTED]% of the net [REDACTED], or HK$[REDACTED],

will be used for potential investment, merger and acquisition opportunities,

primarily aimed at acquiring high-quality strong sports brands or other brands with

sports-oriented and international brand to further broaden our international sports

brands portfolio and capture the growth momentum in the sportswear segment.

• Approximately [REDACTED]% of the net [REDACTED], or HK$[REDACTED],

will be used to strengthen our digitalization and information technology capabilities

across all business segments over the next three years.

• Approximately [REDACTED]% of the net [REDACTED], or HK$[REDACTED],

will be used to support our research and development activities and drive new

product innovation over the next three years.

• Approximately [REDACTED]% of the net [REDACTED], or HK$[REDACTED],

as working capital and for general corporate uses.

See “Future Plans and Use of [REDACTED].”
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RECENT DEVELOPMENT AND NO MATERIAL ADVERSE CHANGE

In September 2025, we marked our entry into the Australian market with the opening of

our first HLA store at Westfield Eastgardens in Sydney. In addition, we declared and

distributed a cash dividend of RMB1.8 (including tax) to all Shareholders for every ten shares

in respect of the year ended December 31, 2024 and paid a total of approximately RMB864.5

million cash dividends in July 2025.

Our Directors have confirmed that up to the date of this Document, there has been no

material adverse change in our financial or trading position or prospects since June 30, 2025

(being the end of the Track Record Period) and there has been no event since June 30, 2025,

and there is no event since June 30, 2025 which would materially affect the information shown

in the Accountants’ Report set out in Appendix I to this document.

LISTING OF OUR A SHARES ON THE SHANGHAI STOCK EXCHANGE

Since December 28, 2000, our Company has been listed on the Shanghai Stock Exchange.

Our Directors confirmed that, as of the Latest Practicable Date, we had no instance of material

non-compliance with the rules of the Shanghai Stock Exchange and other applicable securities

laws and regulations of the PRC, and, to the best knowledge of our Directors having made all

reasonable enquiries, there was no material matter that should be brought to the investors’

attention in relation to our compliance record on the Shanghai Stock Exchange. Our PRC Legal

Advisor is of the view that the confirmation of our Directors above with regard to our

compliance records is accurate and reasonable. Based on the independent due diligence

conducted by the Sole Sponsor, nothing has come to the attention of the Sole Sponsor that

would cause the Sole Sponsor to disagree with the Directors and the PRC Legal Advisor with

regard to the compliance records of the Company on the Shanghai Stock Exchange.

See “History, Development and Corporate Structure.”
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[REDACTED] STATISTICS

The statistics in the following table are based on the assumptions that (i) the

[REDACTED] has been completed and [REDACTED] H Shares are newly [REDACTED] in

the [REDACTED], (ii) the [REDACTED] is not exercised, and (iii) [REDACTED] shares are

[REDACTED] and outstanding following the completion of the [REDACTED]:

Based on an
[REDACTED] of

HK$[REDACTED]
per [REDACTED]

Based on an
[REDACTED] of

HK$[REDACTED]
per [REDACTED]

Market capitalisation of our H Shares(Note 1) � � � � � � � HK$[REDACTED] HK$[REDACTED]
Unaudited [REDACTED] adjusted consolidated net

tangible assets of our Group attributable to the

equity holders of our Company per Share(Note 2) � �

HK$[REDACTED] HK$[REDACTED]

Note:

1. The calculation of market capitalization is based on [REDACTED] H Shares expected to be in issue
immediately upon completion of the [REDACTED] (assuming the [REDACTED] is not exercised).

2. The unaudited [REDACTED] adjusted consolidated net tangible assets of the Group attributable to
owners of the Company per Share would be RMB[REDACTED] (equivalent to HK$[REDACTED])
based on an [REDACTED] of HK$[REDACTED] per Share and RMB[REDACTED] (equivalent to
HK$[REDACTED]) based on an [REDACTED] of HK$[REDACTED] per Share, respectively, on the
basis that [REDACTED] shares including [4,802,770,296] existing ordinary shares in issue and
[REDACTED] were in issue assuming that the [REDACTED] had been completed on June 30, 2025,
without taking into account of any share which may be allotted and [REDACTED] upon the exercise
of the [REDACTED] or any other issuance or repurchase of shares by the Company.
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[REDACTED] EXPENSES

[REDACTED] expenses represent professional fees, [REDACTED] and fees incurred in

connection with the [REDACTED] and the [REDACTED]. Our [REDACTED] expenses are

estimated to be approximately HK$[REDACTED] (including [REDACTED]) accounting for

[REDACTED]% of the gross [REDACTED] of the [REDACTED], assuming that an

[REDACTED] of HK$[REDACTED] per H Share (being the mid-point of the [REDACTED]

stated in this Document) and no exercise of the [REDACTED]. Among our [REDACTED]

expenses, approximately HK$[REDACTED] is directly attributable to the [REDACTED] of

Shares and will be charged to equity upon the completion of the [REDACTED], and

approximately HK$[REDACTED] has been or will be charged to our consolidated statements

of profit or loss and other comprehensive income. The [REDACTED] expenses we incurred

in the Track Record Period and expect to incur would consist of approximately

HK$[REDACTED] and fees, approximately HK$[REDACTED] [REDACTED] expenses and

fees including fees for the legal advisers and reporting accountants and approximately

HK$[REDACTED] for other [REDACTED] fees and expenses.
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[REDACTED]

“Hong Kong” or “HK” the Hong Kong Special Administrative Region of the

People’s Republic of China

DEFINITIONS
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[REDACTED]

“Hong Kong Stock Exchange” or

“Stock Exchange”

The Stock Exchange of Hong Kong Limited

[REDACTED]

“Heylads” Huzhou Heylads Brand Management Co., Ltd.

“Independent Third Party(ies)” an individual(s) or a company(ies) who or which is/are

not connected person(s) (within the meaning of the

Listing Rules) of the Company

[REDACTED]
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[REDACTED]

“Latest Practicable Date” November 15, 2025, being the latest practicable date for

ascertaining certain information in this Document before

its publication

[REDACTED]

“Listing Rules” or “Hong Kong

Listing Rules”

the Rules Governing the Listing of Securities on The

Stock Exchange of Hong Kong Limited, as amended,

supplemented or otherwise modified from time to time

“Main Board” the stock market (excluding the option market) operated

by the Stock Exchange which is independent from and

operated in parallel with the GEM of the Stock Exchange

DEFINITIONS

– 32 –

THIS DOCUMENT IS IN DRAFT FORM. THE INFORMATION CONTAINED HEREIN IS INCOMPLETE AND IS SUBJECT TO
CHANGE. THIS DOCUMENT MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE
COVER OF THIS DOCUMENT.









“U.S. Securities Act” United States Securities Act of 1933, as amended, and the

rules and regulations promulgated thereunder

“US$,” “USD” or “U.S. dollars” United States dollars, the lawful currency for the time

being of the United States

In this Document, the terms “associate,” “close associate,” “connected person,” “core

connected person,” “connected transaction,” and “substantial shareholder” shall have the

meanings given to such terms in the Hong Kong Listing Rules, unless the context otherwise

requires.

Certain amounts and percentage figures included in this Document have been subject to

rounding. Accordingly, figures shown as totals in certain tables may not be an arithmetic

aggregation of the figures preceding them. Any discrepancies in any table or chart between the

total shown and the sum of the amounts listed are due to rounding.

For the ease of reference, the names of the PRC established companies or entities, laws

or regulations have been included in this Document in both the Chinese and English languages

and in the event of any inconsistency, the Chinese versions shall prevail.

This glossary contains explanations of certain technical terms used in this Document. As

such, these terms and their meanings may not correspond to standard industry meanings or

usage of these terms.
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“Retail Operations Decision

System”

a system providing analytics on store performance,

customer behavior, and sales trends to support

operational decisions

“RFID” radio frequency identification technology used for

product lifecycle tracking and intelligent inventory

management

“SAP enterprise system” an integrated suite of business management software that

enables organizations to streamline and automate core

processes within a unified digital platform.

“Smart Factory” a manufacturing facility utilizing AI, IoT, and 5G

technologies for digitalized and automated production

“Urban Outlet” a multi-brand discount retail format located in urban

areas, distinct from traditional suburban outlets
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We have included in this Document forward-looking statements. Statements that are

not historical facts, including statements about our intentions, beliefs, expectations or

predictions for the future, are forward-looking statements.

This Document includes forward-looking statements. All statements other than statements

of historical facts contained in this Document, including, without limitation, those regarding

our future financial position, our strategy, plans, objectives, goals, targets and future

developments in the markets where we participate or are seeking to participate, and any

statements preceded by, followed by or that include the words “believe,” “expect,” “estimate,”

“predict,” “aim,” “intend,” “will,” “may,” “plan,” “consider,” “anticipate,” “seek,” “should,”

“could,” “would,” “continue,” or similar expressions or the negative thereof, are forward-

looking statements. These forward-looking statements involve known and unknown risks,

uncertainties and other factors, some of which are beyond our control, which may cause our

actual results, performance or achievements, or industry results, to be materially different from

any future results, performance or achievements expressed or implied by the forward-looking

statements. These forward-looking statements are based on numerous assumptions regarding

our present and future business strategies and the environment in which we will operate in the

future. Important factors that could cause our actual performance or achievements to differ

materially from those in the forward-looking statements include, among other things, the

following:

• our ability to successfully implement our business plans and strategies;

• future developments, trends and conditions in the industry and markets in which we

operate or into which we intend to expand;

• general political and economic conditions of jurisdictions in which we operate;

• our business operations and prospects;

• our capital expenditure plans;

• weather, natural disasters and climate change;

• the actions and developments of our competitors;

• our financial condition and performance;

• capital market developments;

• our dividend policy;
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• any changes in the laws, rules and regulations of the central and local governments

in the PRC and other relevant jurisdictions and the rules, regulations and policies of

the relevant governmental authorities relating to all aspects of our business and

business plans; and

• various business opportunities that we may pursue.
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An [REDACTED] in our H Shares involves various risks. You should carefully

consider all the information in this Document and in particular the risks and

uncertainties described below before making an [REDACTED] in our H Shares. The

following is a description of what we consider to be our material risks. The occurrence

of any of the following risks could materially and adversely affect our business financial

condition and operating results. If any of these events occurs the trading price of our H

Shares could decline and you may lose all or part of your [REDACTED].

These factors are contingencies that may or may not occur and we are not in a

position to express a view on the likelihood of any such contingency occurring. The

information given is as of the Latest Practicable Date unless otherwise stated will not be

updated after the date hereof and is subject to the cautionary statements in “Forward-

looking Statements.”

RISKS RELATING TO OUR BUSINESS AND INDUSTRY

If we fail to accurately capture market demand or rapidly develop new products to cater
to consumer preferences, we may not be able to effectively meet customer needs, which
could in turn affect our business performance.

The development of China’s apparel market is highly dependent on consumer aesthetics,

preferences and brand awareness. Any shift in consumer preferences, or a slowdown in the

growth of apparel consumption in China, may adversely affect our business. Our business

performance largely depends on our ability to accurately anticipate, understand and promptly

adapt to these changes, as well as to continuously launch new products that appeal to

consumers. To maintain and enhance our market position, we consistently invest resources in

new product development, production and marketing and optimize our product portfolio and

brand image. However, we cannot guarantee that all such initiatives will achieve the desired

results, nor can we ensure that our new products will always be well received by consumers.

As consumer expectations regarding functionality, fashion and environmental

sustainability in apparel continue to rise, market demand is becoming increasingly diverse.

Although we continue to expand our product lines and offer a wide range of choices to meet

the needs of different consumer groups, demand for our products may still be affected by

various factors, such as decline in consumer purchasing power, or the introduction of more

attractive products by competitors, which may divert demand away from our existing products.

If we fail to launch new products that meet market demand in a timely manner, or fail to

effectively respond to changes in consumer preferences and industry trends, we may face

reduced consumer demand, declining sales and loss of market share, which could have a

material adverse effect on our business, financial condition and operating results.
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Maintaining our brand image is critical to our success and any failure to do so could
severely damage our reputation and brands, which would have a material adverse effect
on our business, financial condition and operating results.

Our business is highly dependent on the strength of our brand. We consider our brands to

be one of the most important assets driving the sales of our apparel products. The strength of

our brand is built on a solid reputation and also relies on effective management of brand

awareness, product design and presentation, store image and the accurate communication of

our brand message. If we fail to effectively manage any of these key factors, or if our brand

promotion activities do not further enhance the distinctiveness and market influence of our

brand, our brand value and market recognition may be undermined, which in turn affects our

ability to retain existing customers and attract new ones. In addition, inadequate quality control

over our products may also damage our reputation and brand image. If we are unable to

maintain, protect or enhance our brand recognition and image, we may face greater challenges

in sustaining our current pricing levels and sales volumes, launching new products or entering

new markets, which could have a material adverse effect on our business, financial

performance, operating results and growth strategy.

If our products experience quality issues, it may result in customer loss and a decline in
sales and expose us to product liability claims or regulatory penalties, which could
materially and adversely affect our business, financial condition and operating results.

Any quality issues relating to our products may result in customer attrition and a decline

in sales. The sustainable growth of our business and the strength of our brand image are highly

dependent on product quality. Any product quality problems, whether due to defects in raw

materials, substandard production processes, inadequate supply chain management, or

insufficient quality control measures, may lead to product returns, recalls, customer

complaints, product liability claims or regulatory penalties, all of which could have a material

adverse impact on our brand image, customer loyalty and market position.

We cannot assure you that all potential defects or quality issues can be identified and

effectively prevented by our quality control system in a timely manner. Any quality issues

arising from procurement related to our products may result in claims and litigation, damage

our reputation and generate negative publicity. If suppliers or partners fail to follow our

standards in procurement, production, or quality control processes which leads to product

quality issues, our brand image may be harmed and negative consequences may arise, even if

the relevant products are not directly supplied by us.
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We believe that maintaining and enhancing product quality is essential for gaining market

recognition, strengthening customer relationships and attracting new customers. If we fail to

consistently deliver high-quality products, or fail to respond to quality issues in a timely and

effective manner, our business, financial condition and operating results could be materially

and adversely affected.

If our store partners or distributors fail to comply with operating standards or effectively
manage their stores, it may affect service quality and brand image, thereby adversely
impacting our business and operating results.

In addition to directly-operated stores, we operate part of our offline store network

through partner-operated stores and distributor-operated stores. As of June 30, 2025, we had

4,259 partner-operated stores and 202 distributor-operated stores. In 2022, 2023, 2024 and for

the six months ended June 30, 2024 and 2025, revenue generated from sales to store partners

amounted to RMB8,834.1 million, RMB9,436.7 million, RMB7,628.1 million, RMB4,579.3

million and RMB4,053.2 million, respectively, accounting for 49.3%, 45.5%, 37.9%, 42.0%

and 36.2% of total sales revenue for the respective periods. In 2022, 2023, 2024 and for the

six months ended June 30, 2024 and 2025, revenue generated from sales to distributors

amounted to RMB96.9 million, RMB122.9 million, RMB139.4 million, RMB51.0 million and

RMB49.0 million, respectively, accounting for 0.5%, 0.6%, 0.7%, 0.5% and 0.4% of our total

revenue for the respective periods.

Store partners and distributors are contractually obligated to fulfill their responsibilities

under the partnership or distributorship agreements. These include timely payment of fees,

cooperation in brand promotion and support for network expansion. If store partners or

distributors fail to comply with relevant laws and regulations, or do not fulfill their contractual

obligations, this may result in customer dissatisfaction, reputational damage, loss of sales, or

disruption to store network stability.

Furthermore, if partnership or distributorship agreements are terminated or cannot be

renewed on favorable terms, or we fail to find ourselves new store partners or distributors, the

stability of the store network and expansion plans may be affected. If we are unable to

promptly identify and engage suitable new partners or distributors, this may also adversely

affect our business growth prospects.

We may have difficulty securing suitable store locations.

We may not be able to secure suitable locations for new stores on commercially

acceptable terms. The sales performance of new stores largely depends on the quality of their

locations. When selecting sites for our stores, we take into account a range of factors,

including:

• Foot traffic and visibility in commercial districts or shopping malls;

• Demographic fit with target customer profile;
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• Proximity to complementary brands and anchor tenants;

• Accessibility via public transport and parking availability;

• Store size and layout flexibility for merchandising needs;

• Lease terms, rent level and cost-to-sales ratio;

• Competition intensity in surrounding area;

• Local consumer spending power and retail consumption patterns;

• Alignment with brand positioning and image; and

• Operational considerations such as logistics access and storage space.

Our ability to lease, acquire or renew suitable properties on reasonable terms is essential
to the success of our business and expansion strategy. There is no assurance that we will be able
to secure ideal store locations on commercially acceptable terms in the future as we have done
in the past, or renew existing leases on comparable or commercially acceptable terms. If we are
unable to find suitable sites for stores in planned expansion areas or renew leases for stores at
optimal location, our business and growth prospects may be adversely affected. In addition, we
face the risk that the secured store locations may not sustain the same level of consumer traffic
or commercial attractiveness, which could require us to relocate or open stores at new locations
and incur additional costs. In which case, the newly-opened stores typically require a ramp-up
period before reaching stable sales performance, which may affect our sales growth and overall
profitability in the short run. Any of the foregoing could have an adverse effect on our business,
financial condition and results of operations.

We rely on third-party e-commerce platforms to sell our products online. If such
platform’s services or operations are interrupted or if our cooperation with such
platforms terminates, deteriorates or becomes more costly, our business, financial
condition and operating results may be materially and adversely affected.

We primarily conduct online sales through e-commerce channels such as Tmall, JD.com,
Douyin, Kuaishou, Xiaohongshu and WeChat. In 2022, 2023, 2024 and for the six months
ended June 30, 2024 and 2025, our revenue generated through online channels amounted to
RMB2,856.5 million, RMB3,258.1 million, RMB4,419.1 million, RMB2,212.1 million and
RMB2,308.5 million, respectively, accounting for 16.0%, 15.7%, 21.9%, 20.2% and 20.5% of
our total revenue for the respective periods. Accordingly, if there is any disruption to the
services or operations of these platforms, or if they fail to consistently provide a satisfactory
shopping experience, attract new users and retain existing users, or if our cooperation with
these third-party e-commerce platforms is terminated, deteriorates, or the associated costs
increase significantly, or if we fail to effectively incentivize the platforms to direct traffic to
our online stores and promote our products, our business and operating results may be
materially and adversely affected.
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Given the leading position and significant influence of these platforms in China’s
e-commerce industry, there is no assurance that we would be able to promptly identify or
secure alternative channels on commercially acceptable terms, or at all. In addition, any
negative publicity concerning these platforms, or public perception or allegations regarding the
presence of non-genuine, counterfeit or defective products on these platforms, whether
substantiated or not, may undermine consumer confidence in the platforms, reduce traffic and
sales of our products and adversely affect our business, financial condition and operating
results.

Our commercial success depends on our ability to continuously innovate in product
design.

Continuous innovation in product design is critical to maintaining our market
competitiveness and achieving commercial success. If our product design and development
capabilities decline, both our competitiveness and market share may be adversely affected. To
address customers’ ever-changing demands and specifications, we have invested significant
resources in enhancing our product design and development capabilities and we continue to
increase investment in new designs and product categories.

However, customer preferences, product specifications and market trends can change
rapidly. If we fail to consistently launch innovative designs or accurately anticipate market
trends, our products may be rendered obsolete. At the same time, competitors may introduce
production technologies that are more advantageous in terms of cost, efficiency or product
quality, or may continue to improve their own product design and development capabilities,
which could leave our technology and capabilities lagging behind and further weaken our
market position. In addition, the emergence of new designs in the market may quickly render
our existing products outdated. Should any of these risks materialize, our business, financial
condition and operating results could be materially and adversely affected.

Our production and operations rely on external procurement and are susceptible to
uncertainties such as fluctuations in procurement prices, supply shortages, and delivery
interruptions, as well as the stability, production capacity and quality control of our
supply chain.

Our product procurement is primarily conducted through direct sourcing from suppliers,
making us susceptible to uncertainties such as fluctuations in procurement prices, shortages of
key materials and disruptions in logistics. In 2022, 2023, 2024 and the six months ended June
30, 2024 and 2025, our cost of finished apparel procurement amounted to RMB8,613.1 million,
RMB9,884.1 million, RMB9,322.0 million, RMB5,029.4 million and RMB4,989.8 million,
respectively, accounting for 85.0%, 86.9%, 84.9%, 86.1% and 83.6% of costs of sales for the
same respective periods. Accordingly, if our key suppliers face restrained production capacity,
delivery delays, or fail to supply as agreed, whether due to shortages in raw materials, sudden
rise in market demand, rapid changes in consumer preferences or other factors such as natural
disasters or environmental risks, we may experience supply shortages or interruptions, delays
in product launches or replenishment or loss of sales. Significant increases in procurement
prices could also raise our costs and impact our profitability. In addition, any significant
quality issues with our supplies may lead to product recalls, heightened return an replacement
costs, disruption to store operations, reputational harm and adverse impact on our sales
performance and profitability, which could adversely affect our business, financial condition
and results of operations.
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If our new retail initiatives do not perform as expected, they may adversely affect our
business performance and financial condition.

We have launched new retail initiatives. In 2024, we developed the urban outlets retail

format in partnership with JD.com, targeting value-seeking consumers in selected city clusters.

See “Business — Our Offerings — Urban Outlets.” These initiatives are designed to expand

our reach in emerging markets and strengthen channel diversification. However, there is no

assurance that these initiatives will achieve their intended objectives or generate the

anticipated revenue or operating results.

Our new retail initiatives involve significant investment in store development,

merchandising and operational capabilities and rely on third-party platforms and technologies,

such as digital traffic and membership tools provided by JD.com. If we fail to effectively

manage store operations, inventory, or customer engagement, our business performance may be

adversely affected. In addition, any disruption or deterioration in our cooperation with JD.com,

including changes in strategic alignment, technology integration, or commercial terms, could

negatively impact the success of the initiative.

Furthermore, the new retail initiatives may expose us to operational complexities and

execution risks, including challenges in coordinating online and offline channels, managing

cross-platform data and maintaining consistent brand experience. If we are unable to adapt to

evolving consumer preferences, competitive dynamics, or regulatory requirements in the

markets where our urban outlets operate, our financial condition and operating results may be

materially and adversely affected.

International sports brand cooperations form a strategic part of our business. Any
changes in brand authorization terms, brand positioning or market performance could
adversely affect our growth prospects and profitability.

We have established strategic collaborations with leading international sports brands,

including Adidas and HEAD, to diversify our product offerings, enhance our brand matrix and

capture growth opportunities in key market segments such as sportswear. These cooperations

typically involve brand authorization or licensing arrangements, under which we are

responsible for store operations, merchandising and localized marketing, subject to the

guidelines and approvals of Adidas and HEAD, respectively. Our ability to maintain and grow

these cooperations depends on various factors, including the continued strength and market

relevance of the partner brands, alignment in strategic objectives and the renewal or extension

of authorization terms. Any changes in the brand’s global or regional positioning, pricing

strategy or product roadmap may require us to adjust our operations, which could result in

increased costs or reduced efficiency. In addition, if any of our international sports brand

partners experience reputational issues, supply chain disruptions, or declining market

performance, our associated business lines may be adversely affected.
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Our ability to maintain and expand these collaborations depends on compliance with

contractual terms and alignment with brand strategies. Any failure to meet performance

requirements, adhere to brand standards, or obtain timely approvals could result in penalties,

restrictions or termination of the agreements. Furthermore, changes in authorization scope,

terms renewal or commercial conditions may adversely affect our profitability and business

growth. As we continue to expand international sports brand partnerships and expand

geographic coverage, we may be exposed to heightened operational complexity, brand

management challenges, and dependency risks. If we are unable to effectively manage these

relationships or respond to changes in brand strategies or market dynamics, our business

performance and financial condition may be materially and adversely affected.

If our expansion into overseas markets does not proceed as expected, or if we encounter
challenges or operational management, our business development and operating results
may be adversely affected.

We have initiated and expect to continue the expansion of our brand into overseas

markets. As of June 30, 2025, we had 111 overseas directly-operated stores, establishing a

growing international footprint. However, the successful implementation of our expansion

strategies requires significant resources and management attention and exposes us to additional

regulatory, economic and political risks and challenges, including those in:

• establishing a localized operational infrastructure cost-effectively, encompassing

product design and development, marketing and sales, logistics services and

customer service while handling increased competition from local providers;

• managing fluctuations in the cost of procurement and disruptions in global supply

chains;

• ensuring continuing compliance with local laws and regulations of applicable

jurisdictions;

• customizing and localizing our products to respond to diverse consumer needs

across markets, while promoting our brands and products in a manner that resonates

with the local market;

• securing intellectual property protection across markets and jurisdictions;

• navigating tariffs and other trade barriers, such as quotas and local content rules;

• adjusting to fluctuations in currency exchange rates and complying with currency

control regulations; and

• responding to significant changes in political, social and economic conditions that

could impact our operations.
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We cannot assure you that we will successfully expand into the target markets. In

addition, we may incur significant expenses as a result of our international expansion. Failure

to successfully manage these risks could subject us to significant costs, which could

compromise our existing competitive position and materially adversely affect our business,

financial condition and operating results.

Future changes in online marketing and consumer behavior may adversely affect our sales
through online channels.

The future growth of our online sales depends on our ability to continue attracting online

consumers and acquiring new purchasers from various online channels, increasing traffic to

major e-commerce platforms and social media platforms, as well as driving user engagement

and transactions. We believe that maintaining a strong online presence helps improve our brand

visibility and awareness. However, we may not be successful in any of these respects. For

example, the consumer traffic on our online sales channels relies on our advertising and

promotional efforts put into the e-commerce platforms, which may be costly or fail to have

satisfactory outcomes. In addition, a potential decline in the popularity of online shopping in

general or our failure to identify or respond to trends or consumer requirements in our online

channels could result in a decreased number of online consumers and reduced attractiveness of

our online channels. This in turn could materially and adversely affect our business, financial

performance, operating results and prospects.

We are subject to risks associated with acquisitions and strategic partnerships, which may
expose us to integration challenges, unforeseen liabilities, or other uncertainties that
could adversely affect our business and financial condition.

From time to time, we may evaluate various acquisitions and strategic partnerships,

including licensing or acquiring complementary brands, intellectual property rights or

businesses. See “Future Plans and Use of [REDACTED].” Any completed, in-process or

potential acquisition or strategic partnership may entail numerous risks, including:

• increased operating expenses and cash requirements;

• the potential additional indebtedness or contingent or unforeseen liabilities;

• breach of the covenants under our loan agreements;

• assimilation of operations, intellectual property and products of an acquired

company, including difficulties associated with integrating new personnel;

• the diversion of our management’s attention from our existing product programs and

initiatives in pursuing such a strategic merger or acquisition;

• retention of key employees, the loss of key personnel and uncertainties in our ability

to maintain key business relationships;
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• failure to complete the integration with the acquisition target due to associated risks

related to acquisition target, such as the non-compliance risk;

• risks and uncertainties associated with the other party to such a transaction,

including the prospects of that party and their existing products and product

candidates and regulatory approvals; and/or

• our inability to generate revenue from acquired brands or products sufficient to meet

our objectives in undertaking the acquisition or even to offset the associated

acquisition and maintenance costs.

In addition, if we undertake acquisitions, we may issue dilutive securities, assume or

incur debt obligations, incur large one-time expenses and acquire intangible assets that could

result in significant future amortization expenses.

If we fail to establish or maintain effective pricing strategies, or if market competition or
other factors result in price reductions, our business, profitability and overall operating
results may be materially and adversely affected.

Our approach to pricing our products has a significant impact on our revenue and profit

margin. The selling price for each of our brand products depends primarily on the raw material

costs, design complexity, seasonal attributes, local market conditions, target customers,

competitive benchmarking and international trade dynamics. Our pricing strategies may not be

effective in maintaining our profitability. In addition, our competitors’ pricing strategies could

significantly affect the results of our pricing strategies. If we fail to meet our customers’ price

expectations, or if we are unable to compete effectively with our competitors when they engage

in aggressive pricing strategies and could not effectively adjust our cost structure due to

potential downward changes in the prices of our products, it could have a material adverse

effect on our business, financial performance and operating results.

If we fail to implement marketing strategies effectively or efficiently, our ability to attract
and retain customers and enhance profitability may be adversely affected.

We implement a comprehensive marketing strategy that combines emotional storytelling,

lifestyle engagement and digital outreach to strengthen consumer connection and brand

visibility. Our initiatives include annual campaigns such as Father’s Day promotions across

major social media platforms. See “ Business — Branding, Marketing and Pricing.” These

efforts are designed to deepen engagement with target consumer segments, reinforce brand

identity and drive traffic across both online and offline channels. Our distribution and selling

expenses in 2022, 2023 and 2024 and the six months ended June 30, 2024 and 2025 amounted

to RMB3,424.7 million, RMB4,353.3 million, RMB4,841.3 million, RMB2,387.8 million and

RMB2,472.1 million, respectively.
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However, there is no assurance that our marketing strategies will consistently achieve

their intended outcomes. The effectiveness of our campaigns depends on various factors,

including accurate consumer insights, timely execution, creative relevance and platform

performance. If we fail to adapt to changing consumer preferences, media consumption habits,

or competitive dynamics, our marketing efforts may not resonate with target audiences or

generate sufficient return on investment. In addition, any misalignment between our brand

messaging and consumer expectations may result in reputational risks or diluted brand

perception.

Moreover, fluctuations in marketing costs, limitations in data analytics capabilities, or

disruptions in digital platforms may impair our ability to optimize campaign performance. If

our marketing strategies do not effectively support customer acquisition, retention, or brand

differentiation, our business, financial condition and operating results may be materially and

adversely affected.

If we are unable to provide satisfactory customer service, our business and reputation
may be adversely affected.

The success of our business depends on our ability to provide reliable and satisfactory

customer services in a timely manner. We prioritize customer rights and view them as a core

aspect of our responsibilities. Our customer service system includes value-added services such

as free hemming at all store locations, real-time satisfaction rating devices to monitor service

quality and a structured and traceable process for handling product quality complaints and

service-related inquiries. See “Business — Customer Services and Product Return and

Exchange — Customer Services.” These mechanisms are designed to enhance the shopping

experience, foster customer loyalty and ensure consistent service standards across our sales

network.

However, there is no guarantee that our customer services team can consistently provide

satisfactory services to all of our customers. Additionally, there is also no assurance that we

will be able to recruit customer services staff that meet our requirements. While we have

established systems to monitor and resolve customer complaints, these mechanisms may not be

effective in all cases, particularly in handling complex or subjective issues, ensuring consistent

execution across store locations, or preventing delays in resolution. Inadequate follow-up,

miscommunication, or failure to meet customer expectations may still result in negative

customer experiences. If we fail to provide satisfactory services to customers, our brand and

customer loyalty may be adversely affected. Moreover, any negative publicity or feedback

regarding our customer service may damage our reputation and in turn result in the loss of

customers and market share.
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Our business is subject to seasonality.

We experience seasonality in our apparel sales, with revenue typically concentrated in the

first and fourth quarters. These peaks are primarily driven by colder weather, holiday shopping

periods and promotional campaigns that stimulate purchases of winter collections and new

product launches. See “Business — Seasonality.” Seasonality may present challenges in

demand forecasting, inventory management and cash flow planning. If we fail to anticipate

these patterns, or if external factors such as abnormal weather conditions, changes in consumer

spending habits, or shifts in holiday behavior disrupt expected buying cycles, our operating

results could be adversely affected. In addition, deviations from historical trends may

necessitate higher levels of discounting or inventory write-downs, which could negatively

impact our profit margins.

We rely on third-party logistics service providers for product distribution. Any delivery
delays, service interruptions, or increases in costs by such providers may adversely affect
our business operations, customer experience and financial condition.

We engage third-party logistics service providers for our product delivery. See “Business

— Supply Chain Management — Warehousing and Logistics.” Any failure by these service

providers to meet our requirements, whether due to operational inefficiencies, labor shortages,

strikes, accidents, natural disasters or other unforeseen events, could result in delivery delays

or product damage. In addition, any significant increase in transportation costs, or changes in

the terms of our arrangements with these providers, could increase our operating expenses. If

we are unable to secure alternative logistics arrangements on commercially reasonable terms

in a timely manner, our business, financial condition and operating results could be materially

and adversely affected.

Increasing awareness of environmental, social and governance (“ESG”) matters may
result in continuous changes to laws and regulations and increase our compliance costs.

With the rising awareness of ESG issues, including with respect to packaging waste,

greenhouse gas emissions and environmental protection, any revisions to laws and regulations

may affect our business operations. Accordingly, we may need to devote more effort and

resources to ensure our compliance with such laws or regulations. We have adopted a series of

measures aiming to ensure our compliance with the ESG-related laws and regulations

applicable to us, as described in “Business — Environmental, Social and Corporate

Governance.” We cannot assure you that these risk management measures can effectively

mitigate the relevant risks. Revisions to existing ESG-related laws and regulations or the

promulgation of new ESG-related laws and regulations may increase our compliance costs and

if we fail to comply with such ESG-related laws and regulations, our business, operating results

and financial performance may be adversely affected.
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If we fail to comply with applicable advertising laws and regulations in the course of
product promotion, we may face legal liabilities and penalties. In addition, evolving
regulations in China regarding KOL marketing activities may adversely affect our
marketing activities.

We advertise our brands and products through various online and offline channels, which

are subject to applicable PRC laws and regulations. Under PRC advertising laws and

regulations, we are required to ensure that the contents of our advertisements are in full

compliance with applicable laws and regulations. For example, the advertisements shall not

present any false, inaccurate or misleading information about the products. See “Regulatory

Overview — Laws and Regulations on Online Celebrities — Advertisement.” If we are found

to be in violation of any of such laws and regulations in the future, we may face administrative

penalties, including fines, revocation of our business licenses and discontinuance of our

advertising activities. Moreover, governmental actions and civil claims may be filed against us

for misleading or inaccurate advertising or other illegal acts violating advertising laws or

consumer rights.

Furthermore, if our store partners, employees or the third-party service providers we

engage fail to comply with such laws and regulations, or the relevant government authorities,

who have the legal right to exercise discretions in interpreting the laws and regulations,

ultimately take a view that is inconsistent with our understanding in the process of

administrative law enforcement, we may be subject to potential risks and penalties. We may

have to spend significant resources in defending against such actions, and these actions may

damage our reputation, result in reduced revenue and negatively affect our operating results.

We may not be able to effectively prevent third parties from counterfeiting, imitating or
infringing our intellectual property rights. If such infringements cannot be promptly
addressed, our brand value, business and operations may be adversely affected.

Our ability to sell our products relies on the strength and reputation of our brand. We rely

on intellectual property laws in China and other jurisdictions to protect our brand and

intellectual properties. As of the Latest Practicable Date, we had 9,408 registered trademarks,

297 copyrights, 346 patents and 76 domain names in Chinese mainland, and 1,505 trademarks

and 24 domain names overseas to protect our authenticity. However, we cannot assure you that

we can successfully renew the trademark registration beyond expiration of our trademarks or

continue to maintain the effectiveness of our registered trademarks. In such event, we may no

longer be able to use such trademarks in our business or become prohibited from manufacturing

or selling products under such trademarks and our business, financial performance and

operating results will be materially and adversely affected. Failure to obtain these trademarks

in time may affect our brand, our products and our operations which may result in loss of our

end consumers and damage of our reputation, which may in turn materially and adversely affect

our business, financial performance and operating results.

RISK FACTORS

– 53 –

THIS DOCUMENT IS IN DRAFT FORM. THE INFORMATION CONTAINED HEREIN IS INCOMPLETE AND IS SUBJECT TO
CHANGE. THIS DOCUMENT MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE
COVER OF THIS DOCUMENT.



In addition, we may be subject to counterfeiting and imitation by external parties who
manufacture and market their products under “copycat” brand names and trademarks that
closely resemble ours. While we undertake rigorous measures to protect our intellectual
property rights, we cannot assure you that such counterfeiting or imitation will not occur in the
future or, if it does occur, that we will be able to detect or address the problem effectively or
promptly. Any occurrence of counterfeiting or imitation of our brands or products or other
breaches of our intellectual property rights could adversely affect our reputation and brand
name and erode consumer confidence in our brand. For example, unauthorized access to or
leakage of details of our designs prior to our product launch could result in pre-emptive
marketing of copycat products, which could materially and adversely affect our brand name,
sales and profitability.

Any legal action to enforce our rights and address infringements would entail significant
expenses and would divert our management’s attention as well as other resources away from
our core business. We may have to bear the costs arising from such legal action to the extent
we are unable to recover them from the infringing parties. In addition, even though we may
obtain court judgments in our favor, we cannot assure you that the judgments may be
enforceable against the defendants in practice, which may be subject to practical hardship, such
as possible legal challenges or counterclaims by defendants during the enforcement process or
due to the time-consuming nature of the enforcement process itself. Moreover, concerns about
the quality of the counterfeiting products and challenges in distinguishing such counterfeiting
brands or products from our brand and our authentic products may impair our reputation and
brand value. As a result, our business, financial performance and operating results may be
materially and adversely affected.

We may face claims or litigation for alleged infringement of third-party intellectual
property rights, which may require significant defense costs and disrupt our normal
business operations.

We cannot assure you that any aspects of our operations or business do not or will not
infringe upon or otherwise violate trademarks, patents, copyrights, software copyrights,
domain names, or other intellectual property rights held by third parties. We may be subject to
legal proceedings and claims relating to the intellectual property rights of others. There could
also be existing intellectual property rights of which we are not aware that our products may
inadvertently infringe upon.

The risk of being subject to intellectual property infringement claims or disputes may
heighten as we continue to expand our product offering. We cannot assure you that holders of
intellectual property rights purportedly relating to some aspect of our business or products, if
any such holders exist, would refrain from seeking such intellectual property rights against us.
If we are found to have infringed the intellectual property rights of others, we may be subject
to liability for the infringement activities or may be prohibited from using such intellectual
property. In addition, we may incur significant expenses and may be forced to divert our
management’s time and other resources from our core business and operations to address these
infringement claims, regardless of their validity or merits. Furthermore, successful
infringement claims against us may result in significant liabilities, which may materially and
adversely affect our business, financial performance and operating results.
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We may experience increases in labor costs, shortage of labor or deterioration in labor
relations, as well as potential non-compliance with labor-related laws and regulations in
the PRC, all of which could adversely affect our business, financial condition and
operating results.

Our relationship with employees is key to our sustainable growth. There can be no

assurance that we will not encounter any major labor problems in the future. If our employees

were to engage in a strike or other work stoppage, we could experience significant disruption

of our operations and/or higher ongoing labor costs, which may have an adverse effect on our

business, financial condition and operating results. In addition, labor costs in regions where we

operate have been increasing in recent years and could potentially continue to increase, which

may further increase our manufacturing costs. Additionally, regulatory changes or enhanced

employee benefits mandated by law could further increase these costs. The competition for

skilled labor in our industry is intense and we may be required to offer more attractive

compensation packages to retain and attract qualified personnel.

Furthermore, we are subject to PRC labor laws and regulations that require contributions

to various employee social welfare schemes, including housing provident fund, pension

insurance, medical insurance, unemployment insurance, maternity insurance and job-related

injury insurance. The implementation of these requirements may vary across different regions

in China due to differences in local economic development and enforcement practices.

Non-compliance with these requirements may expose us to administrative penalties. During the

Track Record Period and up to the Latest Practicable Date, we did not make full contributions

to the social insurance and housing provident fund with respect to our employees as required

by the relevant PRC laws and regulations. As a result, we may be required to make additional

contributions to the social insurance fund and/or housing provident fund and pay late payments

and fines under PRC laws and regulations. Our PRC Legal Advisor is of the view that, under

the premise that there are no significant changes to current PRC policies and regulations or to

the enforcement and supervision requirements of local governments, and assuming no

employee complaints are filed, the likelihood that we would be subject to material

administrative penalties or concentrated recovery actions by the relevant authorities for our

past shortfall due to our failure to provide full social insurance and housing provident fund

contributions is remote. However, we cannot assure you that we will not be subject to any order

to rectify this in the future, nor can we assure you that there are no, or will not be any, relevant

employee complaints against us. Any such order may adversely affect our business, financial

condition and operating results.
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Any litigation, disputes, or administrative proceedings may require significant financial
and time resources. If our Directors, management, key employees or store partners are
involved in legal disputes, our reputation may also be adversely affected.

We may from time to time be involved in contractual disputes or legal and administrative
proceedings and claims arising out of the ordinary course of business or pursuant to
governmental or regulatory enforcement activity. Existing or future legal proceedings might
result in substantial costs both from defending such claims and from being liable for any losses
in the event any claims against us are successful and divert management’s attention and
resources. Furthermore, any litigation, legal disputes, claims or administrative proceedings that
are initially not material may escalate and become material to us due to a variety of factors,
such as changes in the facts and circumstances of the cases, the likelihood of loss, the monetary
amount at stake and the parties involved. Laws, regulations and legal actions could also have
significant regulatory consequences and result in regulatory enforcement actions.

From time to time, our current or past Directors, senior management and employees may
be involved in claims, disputes, government investigations, court orders and legal proceedings.
These may concern issues relating to, among others, shareholders litigations, insolvency or
bankruptcy litigations, consumer liability, environmental matters, breach of contract,
employment or labor disputes and infringement of intellectual property rights. Any claims,
disputes or legal proceedings initiated by or brought against our current or past Directors,
senior management and employees, with or without merit, may result in substantial costs and
diversion of resources and if we are unsuccessful, could materially harm our reputation and
generate negative publicity. Further, there may be various litigation and regulatory risks related
to our store partners and the partner-operated stores they operate, including but not limited to
consumer complaints, personal injuries, litigation initiated by employees due to contractual
dispute, non-compliance with the applicable laws and regulations and so on. These claims,
disputes and other legal proceedings may become associated with us and our brand and hence
adversely affect our brand image and reputation.

Our business success depends on the continued efforts of our management team and key
employees. The loss of their services may adversely affect our business.

Our future success is significantly dependent upon the continued service of our senior
management team as well as experienced and capable personnel. If we lose the services of any
member of the senior management team, we may not be able to locate suitable or qualified
replacements and may incur additional expenses to recruit and train new staff, which could
severely disrupt our business and growth. If any of our senior management team joins a
competitor or forms a competing business, we may lose business opportunities, know-how and
key professionals and staff members.

Our rapid growth also requires us to hire, train, retain and motivate a wide range of talents
who can adapt to a dynamic, competitive and challenging business environment. We may need
to offer attractive compensation and other benefits packages, including share-based
compensation, to attract and retain them. To cater to our evolving strategies and changing
business environment, we may constantly optimize our organizational structure. These
adjustments may cause additional costs and expenses and temporary disruptions to our
operations and we cannot guarantee that they will always lead to our desirable results.
Occurrence of any of the foregoing could severely disrupt our business and growth, negatively
affect our reputation, or cause other adverse consequences.
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If we are unable to accurately anticipate market demand, we may experience slow-moving
inventory, which may have a material and adverse effect on our business.

Our inventories primarily consist of (i) finished goods, including returnable goods under

returnable arrangements with suppliers, and non-returnable goods; and (ii) raw materials,

mainly including store fixtures and fabrics and accessories used in apparel production. We had

inventories of RMB9,455.1 million, RMB9,336.8 million, RMB11,987.0 million and

RMB10,255.1 million as of December 31, 2022, 2023 and 2024 and June 30, 2025,

respectively, and our inventory turnover days were 351 days, 326 days, 379 days and 361 days

in 2022, 2023, 2024 and the six months ended June 30, 2025, respectively. We depend on our

demand forecasts to make procurement and production planning and to manage our inventories.

Such demand, however, can change significantly between the time inventories are ordered or

manufactured and the date by which we plan to sell them. Demand may be affected by

seasonality, new product launches, pricing and discounts, changes in consumer spending

patterns, changes in consumer tastes and other factors. In addition, as we develop and market

new products, we may not be successful in establishing stable and favorable supplier

relationships or accurately forecasting demand. If we fail to manage our inventories effectively,

we may be subject to excessive warehousing costs, heightened risks of inventory obsolescence,

decline in inventory value and significant inventory write-offs. Any of the above may

materially and adversely affect our operating results and financial performance.

On the other hand, if we underestimate the demand for our products, or if our suppliers

fail to supply quality materials and ingredients in a timely manner, we may experience

inventory shortages, which might result in lost revenue, any of which could harm our operating

results, financial performance and liquidity.

Our historical operating results may not be indicative of future performance.

We experienced stable financial performance during the Track Record Period. Our

revenue amounted to RMB17,905.2 million, RMB20,754.4 million, RMB20,162.1 million and

RMB11,237.7 million in 2022, 2023, 2024 and for the six months ended June 30, 2025,

respectively. However, we may not be able to sustain the same level of growth, or our revenue,

gross profit margin and profit before tax may decline for reasons such as decreased consumer

demand for our products, cost fluctuations of input materials, supply chain disruptions,

increased competition in the industry, or damage to our reputation or brand image. We may also

encounter unforeseen difficulties in operations. Failure to address these risks and challenges

may affect our growth and profitability. You should therefore not rely on our historical

operating results as indicative of our future performance.
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We are subject to counterparty and credit risks which could adversely affect our liquidity
and financial condition.

We are exposed to counterparty and credit risks arising from our customers’ payment

delays, defaults and payment arrangements. We recorded trade and bills receivables of

RMB1,148.9 million, RMB1,040.4 million, RMB1,249.4 million and RMB1,301.9 million as

of December 31, 2022, 2023, 2024 and June 30, 2025, respectively. We may not be able to

collect all trade and bills receivables due to a variety of factors including adverse market

conditions and deterioration in our customers’ defaults, payment delays or payment

arrangements, which may subject us to potential claims and disputes, as well as counterparty,

credit or compliance risks.

Our stores and related businesses are required to obtain various approvals, licenses and
permits.

We primarily operate our business in China. In accordance with the laws and regulations

of the PRC, we are required to maintain various approvals, licenses and permits to operate

business and stores in the PRC. See “Regulatory Overview.” These approvals, licenses, and

permits are typically subject to periodic renewal and ongoing compliance requirements. Any

failure or delay in obtaining, renewing, or maintaining such approvals, licenses and permits, or

in complying with new or revised regulatory standards, could result in similar adverse

consequences.

As of the Latest Practicable Date, some of our directly-operated stores had not completed

the necessary record filing of fire safety acceptance check or the fire safety inspection. As

advised by our PRC Legal Advisor, such incidents may result in administrative penalties,

including fines, orders to rectify within a prescribed period, or orders to suspend operations.

We have engaged a fire safety consultant to conduct fire safety evaluations on each of the

relevant properties, who have issued the relevant fire safety reports. on See “Business —

Licenses, Permits and Approvals — Fire Safety.” However, we cannot guarantee that

authorities will not impose fines or require operational suspensions. If severe penalties or fire

safety incidents arise, our business, financial condition and results of operations may be

materially and adversely affected. As advised by our PRC Legal Advisor, for the stores

operated by our store partners and distributors, the responsibility for obtaining and maintaining

all requisite approvals, licenses and registrations for these stores rests with the respective store

partners and distributors. In addition, under their respective agreements with us, both store

partners and distributors are required to ensure the continued validity and effectiveness of these

approvals, licences and permits. While we require store partners and distributors to obtain and

maintain all necessary approvals, licenses and permits, we may have limited ability to monitor

or enforce compliance. Any non-compliance by these third parties could expose us to

reputational harm, restrictions on our ability to expand or operate certain stores, financial

losses or other negative impacts, regardless of whether we are directly at fault. Any of the

foregoing could have material adverse effect on our business, financial condition and results

of operations.
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Failure to complete lease registration for properties may expose us to administrative
penalties, additional compliance costs and potential operational disruptions.

Our ability to maintain and renew lease agreements for stores on commercially acceptable

terms is critical to our operations. If we fail to renew leases or if any lease is terminated before

expiry, we may need to relocate stores, which could result in business disruption, additional

costs, and potential store closures. There is no assurance that we can secure alternative

premises in a timely manner on acceptable terms. Disputes with landlords may also lead to

early termination and legal proceedings, adversely affecting our business and financial

condition.

In addition, certain of our major leased properties in China had not completed the

required lease registration with government authorities as of the Latest Practicable Date. As

advised by our PRC Legal Advisors, the lack of registration of lease filing does not affect the

validity of the lease agreements, or result in us being required to vacate these leased properties,

but we may be ordered by the relevant competent authorities to complete the registration within

a prescribed time period, and may be subject to fines from RMB1,000 to RMB10,000 for each

lease agreement that we fail to register within the time period. In addition, the landlord of three

of our major leased properties had not provided us with the complete and valid property

ownership certificate as of the Latest Practicable Date. Without valid property ownership

certificates from the relevant lessor or property owner, there is possibility that our entitlement

to use this leased property may be challenged by third parties if there arises any potential title

defects. If incomplete registration or title defects lead to challenges to our leasehold rights or

prevent lease renewal, we may be forced to relocate and incur significant expenses, which

could materially and adversely affect our operations.

We are subject to PRC consumer protection laws and regulations. Failure to comply with
such requirements may result in regulatory penalties and reputational damage.

The laws and regulations for consumer protection in China, including the Protection of

the Rights and Interests of Consumers Law of the PRC, require that business operators adhere

to specific standards when selling goods or providing services to consumers. See “Regulatory

Overview — Laws and Regulations on Retail Industry.” These requirements may result in

heightened scrutiny of our selling and marketing activities, quality controls and recall

procedures, all of which may divert the recourses of us or divert the attention of our

management. Failure to comply with these laws or regulations or consumer protection in

China, particularly if we incur penalties or face reputation damage that undermines consumer

confidence in our products or services, may have material and adverse impact on our business,

financial performance and operating results.
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Any major malfunction, vulnerability, interruption, cyber incident, or security breach
may impair our ability to operate effectively and may seriously affect customer trust in
our solutions.

Our business operations are supported by our information technology (“IT”) systems for

various functions, including product sales, human resource management, membership

management, financial reporting, e-commerce transactions via third-party platforms and

logistics. See “Business — Digital Management.” These systems are important for maintaining

operational efficiency, data accuracy and timely decision-making. However, our IT systems are

subject to various risks, including system failures, data inaccuracies, cyber-attacks, data

breaches and other security incidents. Furthermore, our IT systems need to be regularly

updated and upgraded to keep pace with technological advancements and changing business

needs. These updates and upgrades may cause system disruptions or compatibility issues.

These occasions could disrupt our operations, compromise our data and result in significant

remediation costs, legal liabilities and reputational damage. We also rely on third-party vendors

for certain IT services. Any failure of these vendors to meet their service obligations could

impact the performance of our IT systems. Furthermore, any breach of contract or termination

of services by these vendors could result in disruptions to the operation of our IT systems,

additional costs and time delays associated with transitioning to a new vendor, which could

affect our business operation.

Any failure to comply with data privacy and security laws, or concerns regarding our
practices or policies in the collection, use, storage, transmission, or other processing of
data, may expose us to potential liability.

Our business operations involve the collection, use, storage, transmission and other

processing of data. See “Business — Data Privacy and Security.” Accordingly, our business

operations are subject to various data privacy and security laws, such as Data Security Law of

the PRC, Cybersecurity Law of the People’s republic of China, Personal Information Protection

Law of the PRC. See “Regulatory Overview — Laws and Regulations on Cybersecurity, Data

Security and Personal Information Protection.” Laws, regulations and standards regarding data

security and data protection in the PRC are constantly evolving, of which the interpretation and

application are also evolving and subject to change that may affect us. In addition, relevant

regulatory authorities in the PRC continue to monitor websites, mini-programs and other

network products or services in relation to the protection of personal information, privacy and

information security, and may impose additional requirements from time to time. We cannot

assure you that our data privacy and protection measures are, or will continue to be, deemed

sufficient under applicable laws and regulations. As our business continues to expand, we may

also become subject to additional regulatory requirements regarding data protection and data

privacy, which may necessitate adjustments to our data security and privacy practices and other

business activities and incur additional costs. Any failure or perceived failure to comply with

data privacy and security laws, or other concerns about our practices or policies with respect

to the collection, use, storage, transmission and other processing of data and cybersecurity,

could subject us to potential liabilities, reputational damage and loss of customer trust.
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Any misconduct or non-compliance with relevant laws and regulations by our employees,
store partners, distributors, suppliers or other business partners may expose us to
potential liability and negative publicity.

Our business operations and reputation may be influenced by the conduct of our

Directors, management, employees, store partners, distributors, suppliers or other business

partners. Despite our efforts to implement stringent oversight mechanisms and ethical

guidelines, it may not always be possible to prevent or detect misconduct by these parties. If

we fail to identify their acts of misconduct or non-compliance, our reputation, business,

financial condition and operating results may be adversely affected.

Furthermore, any misconduct by these parties, including fraudulent activities, non-

compliance with laws and regulations, unethical business practices, or any other actions that

are inconsistent with our corporate policies and values, could result in legal proceedings,

regulatory and other penalties, further damaging our reputation, eroding consumer trust and

leading to loss of business, decreased market share and potential difficulties in attracting and

retaining business partners.

Our insurance coverage may not be sufficient to cover all claims related to our business
operations.

Our principal insurance policies include social insurance for our employees, property

all-risk insurance and logistics insurance. In the future, we may be unable to renew our

insurance policies or obtain new insurance policies without increases in cost or decreases in

coverage levels. We may also encounter disputes with insurance providers regarding payments

of claims that we believe are covered under our policies. Furthermore, if we are held liable for

amounts and claims exceeding the limits of our insurance coverage or outside the scope of our

insurance coverage, our reputation, financial performance and operating results may be

materially and adversely affected.

Our risk management and internal control systems may be inadequate or ineffective,
which may result in operational or compliance risks.

We have designed and implemented risk management and internal control systems in

relation to our business operations, financial reporting and general compliance. See “Business

— Risk Management and Internal Control.” While we seek to improve our risk management

and internal control systems on a continuous basis, we cannot assure you that these systems are

sufficiently effective in ensuring, among other things, accurate reporting of our financial

results and the prevention of fraud. In particular, any inadequacy or ineffectiveness in our risk

management and internal control systems may expose us to significant operational risks, such

as business interruptions, process failures, or the inability to respond promptly to unforeseen

events. Furthermore, deficiencies in these systems may result in compliance risks, including

failure to adhere to applicable laws, regulations, or industry standards, which could lead to

regulatory investigations, fines, penalties, or reputational damage. Since our risk management

and internal control systems depend on implementation by our employees and even though we
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provide relevant internal trainings in this regard, we cannot assure you that our employees or

other related third parties, such as our store partners, are sufficiently or fully trained to

implement these systems, or that their implementation will be free from human error or

mistakes. If we fail to timely update, implement and modify, or fail to deploy sufficient human

resources to maintain our risk management policies and procedures, our business, financial

performance and operating results could be materially and adversely affected.

Certain equity interests of one of our Controlling Shareholder, Heilan Group, are charged
as security interests

As of the Latest Practicable Date, Heilan Group had pledged an aggregate of 875,000,000

A Shares of our Company, representing approximately 18.22% of our total issued share capital,

as security for its loans and credit facilities with certain PRC banks. While Heilan Group

maintains adequate liquidity and financing channels and, to the best knowledge of our

Directors, has no adverse credit records, the share pledge arrangement may still pose risks. If

Heilan Group fails to meet its repayment obligations and the pledged shares are enforced,

Heilan Group may no longer be able to maintain the current level of interest in our Company,

which could adversely affect its influence over us.

Our business may be materially and adversely affected by force majeure events, natural
disasters or outbreaks of infectious diseases.

Our business could be materially and adversely affected by natural disasters, acts of war,

terrorism or other force majeure events, which may disrupt our supply chain, damage

infrastructure and hinder workforce productivity. Natural disasters such as snowstorms,

earthquakes, fires and floods can cause physical damage to our production facilities, equipment

and inventory which could result in production delays, inventory shortages and obsolete, which

could increase our impairment and costs for repairs and replacements. Additionally, these

events can lead to power outages, communication interruptions and transportation disruptions,

further hampering business operations.

Widespread health epidemics, such as SARS, Ebola, Zika or the COVID-19, can impact

our supply chain, particularly in terms of the procurement of raw materials, warehousing and

delivery. Restrictions on travel and trade imposed during such events can disrupt the flow of

goods and materials, leading to delays in receiving essential inputs for production. This can

result in inventory shortages, production bottlenecks and increased costs for alternative

suppliers or pay higher prices for scarce materials, which may materially and adversely affect

our business, financial condition and operating results.
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RISKS RELATING TO DOING BUSINESS IN THE JURISDICTIONS WHERE WE
OPERATE

Any downturn in the regional or global economy or deterioration of the geopolitical
environment could adversely effect upon our business, financial condition and operating
results.

The regional and global economy has experienced a deceleration in growth in recent years

and it remains uncertain how long this economic downturn will persist. There are significant

uncertainties surrounding the long-term effects of the monetary and fiscal policies

implemented by the central banks and financial authorities of some of the world’s leading

economies. Regional economic conditions are sensitive to global economic conditions, changes

in domestic economic and political policies and the expected overall economic growth rate.

It is unclear that whether these challenges and uncertainties will be effectively managed

or resolved and what effects they may have on the global political and economic conditions in

the long term. Any economic downturn or slowdown or negative business sentiment could have

an indirect potential impact on our industry. In addition, continued turbulence in the

international markets may adversely affect our ability to access capital markets to meet

liquidity needs. Consequently, these factors could have an adverse effect on our business

operations and financial performance.

Our business is subject to the laws and regulations of China and relevant jurisdictions.
Any amendments to the applicable regulatory regime may restrict our ability to provide
products and services, which could materially and adversely affect our business, financial
condition and operating results.

Our business is subject to various compliance and operational requirements under

applicable laws and regulations. Compliance with such laws, rules and regulations may require

the allocation of significant resources and any material non-compliance could expose us to

liability or penalties. In the event of any significant non-compliance, we may incur substantial

expenses and our management may be required to devote considerable time to rectifying such

issues. We may also suffer negative publicity as a result of non-compliance with government

regulations, which could adversely affect our brand and reputation. In addition, some of these

approvals, permits, licenses and certificates are subject to periodic renewal and reassessment

by relevant authorities and the standards for such renewals and reassessments may change in

the future. Although we are committed to applying for the renewal and reassessment of such

approvals, permits, licenses and certificates as required by applicable laws and regulations, we

cannot guarantee that we will be able to successfully maintain or renew our existing permits,

licenses, or other regulatory approvals, or obtain the necessary permits, licenses, or other

approvals required for our future business operations in a timely manner. This uncertainty

partly arises as a result of the regulatory regime within which we operate. If at any time we

fail to obtain the necessary renewals or otherwise maintain all approvals, licenses, permits and

certificates required for our business, our operations may be severely disrupted, which could

materially and adversely affect our business, financial condition and operating results. We
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exchange transactions under our capital account are subject to the relevant foreign exchange

regulations and policies and may need approval from the SAFE or its local branches. These

regulations could affect our ability to obtain foreign exchange through equity financing, or to

obtain foreign exchange for capital expenditures.

Changes in international trade policies, geopolitical factors, trade protection measures,
export controls, tariffs, investment restrictions or economic or trade sanctions may affect
our business, financial condition and results of operation.

Changes in international trade policies and rising geopolitical tensions — particularly

between the United States and China, but also as a result of the war in Ukraine and sanctions

on Russia — have created a complex and evolving global business landscape. Tensions

between China and the United States have been especially pronounced since the COVID-19

pandemic, due to several developments, including the implementation of the Hong Kong

National Security Law by the PRC National People’s Congress, sanctions imposed by the U.S.

Department of the Treasury (the “Treasury”) on certain officials of the Hong Kong Special

Administrative Region and the PRC central government, U.S. export control laws administered

by the Bureau of Industry and Security and executive orders issued by the U.S. President in

August 2020 that prohibit certain transactions with select China-based companies and their

subsidiaries.

These developments have heightened uncertainty and risk across international trade,

cross-border investment and supply chains stability. Measures such as tariffs, export controls,

sanctions and increased regulatory scrutiny of Chinese companies by U.S. and other foreign

authorities could negatively impact our supply chain and constrain our ability to conduct

business internationally. Moreover, the possibility of additional or expanded sanctions, trade

restrictions, or regulatory actions — whether arising from new legislation, executive orders, or

evolving geopolitical dynamics — could adversely affect our operations, financial condition

and results of operation.

Additionally, heightened scrutiny of Chinese companies, including potential delisting

actions in the U.S. capital markets, increased regulatory oversight of cross-border investments

and restrictions on investment or business relationships with Chinese entities, could impair our

access to international capital markets and limit our ability to secure financing or strategic

partnerships. Given the dynamic and unpredictable nature of these geopolitical developments,

our business could be materially and adversely affected by further changes in international

trade policies or by ongoing geopolitical tensions.
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RISKS RELATING TO THE [REDACTED]

We will be currently subject to PRC and Hong Kong [REDACTED] and regulatory
requirements.

As we are listed on the Shanghai Stock Exchange and will be [REDACTED] on the Main

Board in Hong Kong, we will be required to comply with the listing rules (where applicable)

and other regulatory regimes of both jurisdictions, unless an exemption is available or a waiver

has been obtained. Accordingly, we may incur additional costs and resources in complying with

both sets of listing rules in the two jurisdictions.

The characteristics of the A Shares and H Shares markets may differ in certain respects.

Our A Shares are listed and traded on the Shanghai Stock Exchange. Following the

[REDACTED], our A Shares will continue to be traded on the Shanghai Stock Exchange and

our H Shares will be [REDACTED] on the Stock Exchange. Under current laws and

regulations of the Chinese mainland, without approval from the relevant regulatory authorities,

our H Shares and A Shares are neither interchangeable nor fungible and there is no trading or

settlement between the H Share and A Share markets. The H Share and A Share markets have

different trading characteristics with divergent trading volumes, liquidity and investor bases,

as well as different levels of retail and institutional investor participation. As a result, the

trading performance of our H Shares and A Shares may not be comparable. Nonetheless,

fluctuations in the price of our A Shares may adversely affect the price of our H Shares and vice

versa. Due to the different characteristics of the H Share and A Share markets, the historical

prices of our A Shares may not be indicative of the performance of our H Shares. You should

therefore not place undue reliance on the trading history of our A Shares when evaluating your

investment decision regarding our H Shares.

There has been no public market for our H Shares prior to the [REDACTED] and an
active [REDACTED] market for our H Shares may not develop or be sustained.

Prior to the [REDACTED], there was no public market for our H Shares. We cannot

assure you that a public market for our H Shares with adequate liquidity and trading volume

will develop and maintain following completion of the [REDACTED]. In addition, the

[REDACTED] of our H Shares is expected to be fixed by agreement between the

[REDACTED] (on behalf of the [REDACTED]) and us and may not be an indication of the

market price of our H Shares following completion of the [REDACTED]. If an active public

market for our H Shares does not develop following completion of the [REDACTED], the

market price and liquidity of our H Shares may be materially and adversely affected.
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The price and trading volume of our H Shares may be volatile, which could materially and
adversely affect the market price of our H Shares.

The price and trading volume of our H Shares may be subject to significant volatility in

response to various factors beyond our control, including the general market conditions for

securities in Hong Kong and elsewhere in the world. The Stock Exchange and other securities

markets have, from time to time, experienced significant price and trading volume volatility

that are not related to the operating performance of any particular company. The business and

performance and the market price of the shares of other companies engaging in similar business

may also affect the price and trading volume of our H Shares. In addition to market and

industry factors, the price and trading volume of our H Shares may be highly volatile for

specific business reasons, such as fluctuations in our revenue, earnings, cash flows,

investments, expenditures, regulatory developments, relationships with our suppliers,

movements or activities of key personnel or actions taken by competitors. Moreover, the shares

of other companies listed on the Stock Exchange have experienced price volatility in the past

and the price of our H Shares may change that is not directly related to our performance.

Any future sale or anticipated sale of a substantial number of H shares in the public
market may have a material adverse effect on the prevailing market price of our H shares
and our ability to raise additional capital in the future, or may dilute your shareholding.

The market price of our H Shares and our ability to raise equity capital in the future at

a time and price that we deem appropriate could be negatively impacted as a result of future

sales of a substantial number of our H Shares or other securities relating to our H Shares in the

public market, especially by our Directors, executive officers and Controlling Shareholders, or

the issuance of new shares or other securities, or the perception that such sales or issuances

may occur. In addition, our Shareholders may experience dilution in their holdings if we issue

more securities in the future. Furthermore, we may issue H Shares pursuant to any existing or

future share option incentive schemes, which would further dilute our Shareholders’ interests

in our Company. New shares or shares-linked securities issued by us may also confer rights and

privileges that take priority over those conferred by the H Shares. Certain amount of the Shares

controlled by our Controlling Shareholders are subject to certain lock-up periods beginning on

the date on which [REDACTED] in our H Shares commences on the Stock Exchange. While

we currently are not aware of any intention of such persons to dispose of significant amounts

of their H Shares after the expiry of the lock-up periods, we cannot assure you that they will

not dispose of any H Shares they may own now or in the future. Market sales of H Shares by

such Shareholders and the availability of these H Shares for future sale may have a negative

impact on the market price of our H Shares.

In addition, while investors subscribing shares in the [REDACTED] are generally not

subject to any restrictions on the disposal of the H Shares they subscribed, they may have

existing arrangements or agreement to dispose part or all of the H Shares they hold

immediately or within certain period upon completion of the [REDACTED] for legal and

regulatory, business and market, or other reasons. Such disposal may occur within a short

period or any time or period after the [REDACTED]. Any sale of the H Shares subscribed by
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such investors pursuant to such arrangement or agreement could adversely affect the market

price of our H Shares and any sizeable sale could have a material and adverse effect on the

market price of our H Shares and could cause substantial volatility in the trading volume of our

H Shares.

If securities or industry analysts do not publish research reports about our business, or
if they make adverse changes to their recommendations regarding our H Shares, the
market price and trading volume of our H Shares may decline.

The trading market of our H Shares may be influenced by research reports that industry

or securities analysts publish about us or our business. If one or more analysts who cover us

downgrade our H Shares or publish negative opinions about us, the market price of our H

Shares would likely decline regardless of the accuracy of the information. If one or more of

these analysts cease coverage of us or fail to regularly publish reports on us, we could lose

visibility in the financial markets, which, in turn, could cause the market price or trading

volume of our H Shares to decline.

The interests of our Controlling Shareholders Group may not be aligned with the interests
of other Shareholders.

Our Controlling Shareholders have significant influence in determining the outcome of
any corporate transaction or other matter submitted to the Shareholders for approval, including
but not limited to mergers, privatizations, consolidations and the sale of all, or substantially all,
of our assets, election of Directors and other significant corporate actions. Immediately
following the completion of the [REDACTED] (assuming the [REDACTED] is not exercised
and no other changes are made to the issued share capital of our Company between the Latest
Practicable Date and the [REDACTED]), our Controlling Shareholders Group will control
approximately [REDACTED]% of our enlarged share capital. The interests of our Controlling
Shareholders Group might differ from the interests of our other shareholders. In the event that
our Controlling Shareholders Group cause us to pursue strategic objectives that conflict with
the interests of our other Shareholders, our other Shareholders could be disadvantaged and
their interests could be damaged. Any conflict of interest between our Controlling Shareholders
Group and our other Shareholders may also materially and adversely affect aspects such as the
decision and implementation of our business plans, which may in turn affect our operating
results.

Our historical dividends may not be indicative of our future dividend policy and there can
be no assurance whether and when we will pay dividends in the future.

Our ability to pay dividends will depend on whether we are able to generate sufficient
earnings. Distribution of dividends shall be decided by our Board of Directors at their
discretion and will be subject to the approval of the general meeting. A decision to declare or
to pay dividends and the amount thereof depend on various factors, including but not limited
to our operating results, cash flows and financial position, operating and capital expenditure
requirements, distributable profits, our Articles of Association and other constitutional
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documents, the PRC Company Law and any other applicable PRC laws and regulations, market
conditions, our strategy and projection for our business, contractual restrictions and
obligations, taxation, regulatory restrictions and any other factors from time to time deemed by
our Board of Directors as relevant to the declaration or suspension of dividends. As a result,
there can be no assurance whether, when and in what form we will pay dividends in the future.
Subject to any of the above constraints, we may not be able to pay dividends in accordance with
our dividend policy. See “Financial Information — Dividends and Dividend Policy.”

You should not place any reliance on any information released by us in connection with
the listings on the Shanghai Stock Exchange.

As we are listed on the Shanghai Stock Exchange, we have been subject to periodic
reporting and other information disclosure requirements thereof. However, the information
announced by us in connection with our listings is based on the regulatory requirements of the
securities authorities, industry standards and market practices in the Chinese mainland, which
are different from those applicable to the [REDACTED]. The presentation of financial and
operational information for the Track Record Period disclosed on the Shanghai Stock Exchange
or other media outlets may not be directly comparable to the financial and operational
information contained in this Document. As a result, prospective investors in our H Shares
should be reminded that, in making their investment decisions as to whether to purchase our
H Shares, they should rely only on the financial, operating and other information included in
this Document. By applying to purchase our H Shares in the [REDACTED], you will be
deemed to have agreed that you will not rely on any information other than that contained in
this Document and any formal announcements made by us in Hong Kong with respect to the
[REDACTED].

Certain facts, forecasts and other statistics in this Document obtained from official
governmental publications have not been independently verified and may not be reliable.

Certain facts, forecast and statistics contained in this Document relating to China, the
PRC economy and the industry in which we operate have been derived from various official
government publications. We have taken reasonable care in the reproduction or extraction of
the official government publications for the purpose of disclosure in this Document. We have
no reason to believe that such information is false or misleading or that any fact has been
omitted that would render such information false or misleading. However, the information from
the official government sources were not prepared or independently verified by us, the Sole
Sponsor, [REDACTED], [REDACTED] and [REDACTED] and, therefore, we make no
representation as to the accuracy of such facts forecast and statistics. Due to possibly flawed
or ineffective collection methods or discrepancies between published information and market
practice, such statistics in this Document may be inaccurate or may not be comparable to
statistics produced with respect to other economies. Further, there is no assurance that they are
stated or compiled on the same basis or with the same degree of accuracy as the case may be
in other jurisdictions. In all cases, investors should give consideration as to how much weight
or importance they should attach to or place on such facts, forecasts and statistics.
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The forward-looking statements contained in this Document involve risks and
uncertainties.

This Document contains forward-looking statements with respect to our business
strategies, operating efficiencies, competitive positions, growth opportunities for existing
operations, plans and objectives of management, certain [REDACTED] information and other
matters. The words “aim,” “anticipate,” “believe,” “could,” “predict,” “potential,” “continue,”
“expect,” “intend,” “may,” “might,” “plan,” “seek,” “will,” “would,” “should” and the negative
of these terms and other similar expressions identify a number of these forward-looking
statements. These forward-looking statements, including those relating to our future business
prospects, capital expenditure, cash flows, working capital, liquidity and capital resources are
estimates reflecting the best judgment of our Directors and management and involve a number
of risks and uncertainties that could cause actual results to differ materially from those
suggested by the forward-looking statements. Consequently, these forward-looking statements
should be considered in light of various important factors, including those set out in this
section. Accordingly, such statements are not a guarantee of future performance and investors
should not place undue reliance on them.

You should read the entire Document carefully and we strongly caution you not to rely on
any information about us or the [REDACTED] contained in news articles or other media.

We strongly caution our investors not to rely on any information contained in press

articles or other media regarding us, our H Shares and the [REDACTED]. Prior to the

publication of this Document, there may be press and media coverage regarding the

[REDACTED] and us. Such press and media coverage may include references to certain

information that does not appear in this Document, including certain operating and financial

information and projections, valuations and other information. We have not authorized the

disclosure of any such information in the press or media and do not accept any responsibility

for any such press or media coverage or the accuracy or completeness of any such information

or publication. We make no representation as to the appropriateness, accuracy, completeness or

reliability of any such information or publication. To the extent that any such information is

inconsistent or conflicts with the information contained in this Document, we disclaim

responsibility for it and our investors should not rely on such information.
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In preparation for the [REDACTED], we have sought the following waivers from strict
compliance with certain provisions of the Listing Rules or the Companies (Winding Up and
Miscellaneous Provision) Ordinance.

Rules Subject matter

Rules 8.12 and 19A.15 of the Listing
Rules � � � � � � � � � � � � � � � � � � � � � � � � � �

Management presence in Hong Kong

Rules 3.28 and 8.17 of the Listing Rules � Appointment of joint company secretaries

Chapter 14A of the Listing Rules � � � � � � � Continuing connected transactions

Paragraph 26 of Appendix D1A to the
Listing Rules � � � � � � � � � � � � � � � � � � � �

Particulars of any alterations in the capital
of any member of our Group

[REDACTED] � � � � � � � � � � � � � � � � � � � � � [REDACTED]

[REDACTED] � � � � � � � � � � � � � � � � � � � � [REDACTED]

WAIVER IN RESPECT OF MANAGEMENT PRESENCE IN HONG KONG

Pursuant to Rules 8.12 and 19A.15 of the Listing Rules, our Company must have
sufficient management presence in Hong Kong. This normally means that at least two of our
executive Directors must be ordinarily resident in Hong Kong. Rule 19A.15 of the Listing
Rules further provides that requirement in Rule 8.12 may be waived by having regard to,
among other considerations, our arrangements for maintaining regular communication with the
Stock Exchange.

Our principal business operations are primarily located, managed and conducted outside
Hong Kong, and our Company’s head office is situated in the PRC. Our executive Directors and
senior management members ordinarily reside in the PRC and play important roles in our
business operations, principally responsible for the overall management, corporate strategy,
planning, business development and control of our Group’s business, therefore it is important
for them to remain in close proximity to the Group’s operations located in the PRC. We
consider that it would be practically difficult and commercially unreasonable for us to arrange
for two executive Directors to be ordinarily resident in Hong Kong, either by relocation of our
existing executive Directors or by appointment of additional executive Directors. For the above
reasons, we do not have, and do not contemplate in the foreseeable future that we will have,
sufficient management presence in Hong Kong for the purpose of satisfying the requirements
under Rules 8.12 and 19A.15 of the Listing Rules.

WAIVERS FROM STRICT COMPLIANCE WITH THE LISTING
RULES AND EXEMPTIONS FROM THE COMPANIES (WINDING UP

AND MISCELLANEOUS PROVISIONS) ORDINANCE
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company secretaries of our Company, who fully meets the requirements under Rules 3.28 and
8.17 of the Hong Kong Listing Rules to act as one of our joint company secretaries and to
provide assistance to Mr. Tang for an initial period of three years from the [REDACTED] to
enable Mr. Tang to acquire the “relevant experience” under Note 2 to Rule 3.28 of the Hong
Kong Listing Rules so as to fully comply with the requirements set forth under Rules 3.28 and
8.17 of the Hong Kong Listing Rules.

We have applied to the Stock Exchange for, and the Stock Exchange [has granted] us with,
a waiver from strict compliance with the requirements under Rules 3.28 and 8.17 of the Listing
Rules such that Mr. Tang will act as our joint company secretary. The waiver [has been granted]
for a three-year period commencing from the [REDACTED] (the “Waiver Period”), on the
condition that:

(i) Mr. Tang will endeavor to attend relevant training courses to enhance his knowledge
of the Listing Rules during the Waiver Period, and comply with the annual
professional training requirement under Rule 3.29 of the Listing Rules;

(ii) Ms. Ye, as a joint company secretary of our Company, will provide assistance to, and
work closely with, Mr. Tang in the discharge of his duties and responsibilities as our
joint company secretary during the Waiver Period;

(iii) Ms. Ye is suitably qualified to render assistance to Mr. Tang so as to enable him to
acquire the relevant experience (as required under Rule 3.28 of the Listing Rules)
during the Waiver Period; and

(iv) before the expiry of the Waiver Period, our Company will demonstrate to the Stock
Exchange and seek the Stock Exchange’s confirmation that Mr. Tang, having had the
benefit of Ms. Ye’s assistance during the Waiver Period, has attained the relevant
experience and is capable of discharging the functions of company secretary under
Rule 3.28 of the Listing Rules so that a further waiver from Rules 3.28 and 8.17 of
the Listing Rules will not be necessary.

Such waiver will be revoked immediately if and when (i) Mr. Tang ceases to be assisted
by a person with qualifications under Rule 3.28 and 8.17 of the Hong Kong Listing Rules, or
(ii) if there are material breaches of the Hong Kong Listing Rules by us.

CONTINUING CONNECTED TRANSACTIONS

We have entered into certain transactions which will, following the completion of the
[REDACTED], constitute partially exempt continuing connected transactions of our Company
under the Hong Kong Listing Rules. We have applied to the Stock Exchange for, and the Stock
Exchange [has granted] us, a waiver from strict compliance with the announcement
requirement under the Listing Rules. For further details in this respect, see the section headed
“Connected Transactions.”
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WAIVER IN RESPECT OF ALTERATION IN SHARE CAPITAL

Paragraph 26 of Appendix D1A to the Listing Rules requires this Document to include the
particulars of any alterations in the capital of any member of our Group within the two years
immediately preceding the issue of this Document.

As of the Latest Practicable Date, we have more than 2,500 subsidiaries. It would be
unduly burdensome for us to disclose the required information in respect of all of its
subsidiaries as our Company would have to incur additional costs and devote additional
resources in compiling and verifying the relevant information for such disclosure, which would
not be material nor meaningful to investors. The non-disclosure of such information will not
prejudice the interests of our Shareholders or potential investors.

We have identified 15 subsidiaries (collectively, the “Major Subsidiaries” and each a
“Major Subsidiary”) that we consider are material to our operations and/or contributed
significantly to our financial performance during the Track Record Period. By way of
illustration, without taking into account intercompany eliminations, as of December 31, 2022,
2023, 2024 and June 30, 2025, the aggregate assets of the Company and its Major Subsidiaries
represent approximately 184.9%, 225.4%, 212.2% and 202.0% of our total assets, and for each
of the financial years ended December 31, 2022, 2023, 2024, and the six months ended June
30, 2025, the aggregate revenue of the Company and its Major Subsidiaries represents
approximately 143.4%, 145.7%, 119.6% and 106.6% of our total revenue respectively; and the
aggregate net profits of the Company and its Major Subsidiaries represent approximately
107.3%, 50.9%, 44.9% and 55.3% of the Group’s total net profits for each of the financial years
ended December 31, 2022, 2023 and 2024, and the six months ended June 30, 2025,
respectively. Accordingly, the remaining subsidiaries which are not Major Subsidiaries in our
Group are relatively insignificant to the overall results of our Group.

We have disclosed the particulars of the changes in the share capital of our Company and
the Major Subsidiaries in the section headed “Statutory and General Information — A. Further
Information About Our Group — 3. Changes in Share Capital of Our Major Subsidiaries” in
Appendix VI to this Document.

We have applied for, and the Stock Exchange [has granted] us, a waiver from strict
compliance with the requirements under paragraph 26 of Appendix D1A to the Listing Rules,
in respect of disclosing the particulars of any alteration in the capital of any member of our
Group within the two years immediately preceding the issue of this Document.
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The information and statistics set out in this section and other sections of this

Document were extracted from the Frost & Sullivan Report, which was commissioned by

the Company, and from various official government publications and available resources

from public market research. The Company engaged Frost & Sullivan to prepare the

Frost & Sullivan Report in connection with the [REDACTED]. The information from

official government sources has not been independently verified by any of the Sole

Sponsor, the [REDACTED], the [REDACTED], the [REDACTED], the

[REDACTED], any of their respective directors and advisers, or any other persons or

parties involved in the [REDACTED] (other than Frost & Sullivan), and no

representation is given as to its accuracy. For discussion of risks related to the Group’s

industry, see “Risk Factors — Risks Relating to Our Business and Industry” in this

Document.

OVERVIEW OF CHINA APPAREL MARKET

Apparel refers to finished garments worn as innerwear or outerwear. By purpose and user
segment, the market consists of five major segments: menswear, womenswear, baby and
kidswear, sportswear, and other apparel. “Other apparel” mainly covers loungewear and
intimates, and also includes corporate and institutional uniforms and customized categories
such as professional attire and school uniforms.

On a brand revenue basis, China’s apparel market grew from RMB1,304.9 billion in 2020
to RMB1,523.1 billion in 2024, a CAGR of 3.9%. Growth was supported by the recovery of
offline shopping and improving mall traffic, wider use of directly operated formats and
stronger store execution, clearer pricing and returns policies, healthy sell-through of core and
evergreen ranges, and an online shift from pure scale to efficiency and repeat purchase, with
content engagement and membership programs improving conversion and retention.

From 2025 to 2029, on the same basis the market is expected to grow at a CAGR of 4.7%,
reaching RMB1,918.1 billion by 2029. The outlook is underpinned by increased consumer
emphasis on dependable quality and transparent pricing, by channel efficiency gains as directly
operated formats increase and networks concentrate in prime locations with more consistent
inventory planning and seasonal clearance, and by product upgrades as functional and comfort
attributes become mainstream through better materials, construction and fit. Online penetration
is set to rise further, while offline channels will remain essential for try-on, brand presentation
and service.

Channel mix continues to tilt toward shopping centers and directly operated stores.
Standardized merchandising, unified pricing and consistent service are improving per-store
productivity and reinforcing price discipline. Discount bands and clearance cadence are
governed on an institutional basis. Online operations have shifted from scale to efficiency and
repeat purchase, with content-driven selling and improved fulfillment efficiency raising
conversion and shortening fulfillment cycles. On the demand side, styles are trending toward
athleisure and urban-outdoor; functional fabrics and clean silhouettes are entering commuting
and everyday scenarios, expanding the addressable user base and price bands.
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Competitive Landscape

On a brand-revenue basis, China’s apparel market remains fragmented with a

concentrated top tier. In 2024, we ranked fourth with a market share of 1.3%. The top five

players together accounted for approximately 10.5% of the market.The table below sets forth

the ranking of top five apparel groups in China in 2024.

Ranking of China Apparel Groups, By Revenue, 2024

Ranking Company Market Share

1 � � � � � � � � � � Company A 4.6%
2 � � � � � � � � � � Company B 1.9%
3 � � � � � � � � � � Company C 1.7%
4 � � � � � � � � � � The Company 1.3%
5 � � � � � � � � � � Company D 1.0%
Total � � � � � � � – 10.5%

Source: Listed companies’ public filings, expert interview, Frost & Sullivan analysis

Notes:

(1) Company A is a public company founded in 1991 and is headquartered in Jinjiang. It is a leading
Chinese sportswear brand offering a wide range of athletic products.

(2) Company B is a public company founded in 1990 and is headquartered in Beijing. It is renowned for
its professional and leisure sports products.

(3) Company C is a public company founded in 1976 and is headquartered in Changshu. It is engaged in
the research, design, and development of down apparel products in China.

(4) Company D is a public company founded in 1996 and is headquartered in Wenzhou. It specializes in
casual wear and children’s apparel.

OVERVIEW OF CHINA MENSWEAR MARKET

Menswear refers to ready-to-wear garments for male consumers and excludes footwear

and accessories. It mainly covers down jackets, jackets, suits, shirts, knitwear, T-shirts and

trousers to meet year-round needs. By use case, the core scenarios are business commuting,

everyday casual, urban outdoor and formal dress. Requirements differ across fit, fabric,

comfort and functionality, and purchases are primarily for replacement and replenishment, with

emphasis on fit and consistent quality.

Menswear is a key segment of China’s apparel market, serving approximately 600 million

male consumers across work, daily life and formal occasions. A complete and consistent sizing

system, clear price bands with disciplined pricing, alterations and after-sales services,

assortment and forecasting enabled by AI, and expanding digital channels are becoming key

drivers of competitiveness.
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On a brand revenue basis, China’s menswear market grew from RMB246.2 billion in 2020

to RMB270.6 billion in 2024, at a CAGR of about 2.4%. Recovery was driven by rising footfall

in core shopping districts, stronger operations managed by brands, more disciplined pricing

and returns and exchange management, and higher conversion enabled by commerce driven by

content and improved fulfillment efficiency. Looking ahead to 2025-2029, the market is

expected to expand from RMB279.6 billion to RMB311.3 billion, at a CAGR of about 2.7%,

with a steady upward trajectory characterized by greater emphasis on standardized store

operations, omnichannel fulfillment, and the penetration of functional and comfort attributes at

mass price points.

Market Size of Menswear in China by Revenue, 2020-2029E

RMB in billions

Revenue

2020 2021 2022 2023 2024 2025E 2026E 2027E 2028E 2029E

CAGR 2020-2024 2025E-2029E

2.4% 2.7%

246.2
260.3 254.1 261.8 270.6 279.6 288.7 298.1 304.7 311.3

Source: National Bureau of Statistics of China (“NBS”), China National Garment Association (“CNGA”), expert
interview, Frost & Sullivan

Market sizing points to steady expansion, a rising share of directly operated channels, and

divergent growth across city tiers. These patterns reflect structural frictions that limit full-price

sell-through and inventory turns, including pricing discipline, reliability in sizing and service,

supply responsiveness, and regional seasonality. Such frictions shape the value propositions

that brands need to deliver and, in turn, indicate the practical levers for execution, including

pricing and life cycle governance, unified inventory with high frequency replenishment,

standardized store operations, and localized allocation.

INDUSTRY OVERVIEW

– 96 –

THIS DOCUMENT IS IN DRAFT FORM. THE INFORMATION CONTAINED HEREIN IS INCOMPLETE AND IS SUBJECT TO
CHANGE. THIS DOCUMENT MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE
COVER OF THIS DOCUMENT.



The table below sets forth the principal structural frictions in China’s menswear market,
the corresponding value propositions, and the operating levers commonly adopted to address
them.

Structural Friction Value Proposition Operating Levers

Trust and experience
gap in fit/try-on � � �

Standardized sizing
and reliable
service

Unified fit blocks and sizing charts;
in-store fitting and alterations; clear,
predictable returns/exchange
workflow

Price wars and price
leakage � � � � � � � � �

Unified pricing and
lifecycle
governance

Cross-channel price consistency;
codified markdown curve (“full
price � in-season � end-of-season
� outlet”); institutionalized outlet
clearance using exclusive or cross-
season core styles

Supply response and
inventory pressure�

Pooled inventory
with high-
frequency
replenishment

National inventory pool; weekly
replenishment; inter-store transfers;
returnable procurement mechanisms

Fragmented store
operations and
service time lag � �

Integrated offline-to-
online experience
and fulfillment

Store-led pick/pack/ship and click-and-
collect; standardized store operating
procedures; coordinated planning
between stores and e-commerce

Regional variance
and seasonality
mismatch � � � � � � �

Localized allocation
with small-batch
agility

Regional distribution centers; dynamic
allocation and small-batch
replenishment; pre-positioning and
local inventory balancing

Source: Frost & Sullivan analysis

Taken together, these value propositions and operating levers translate structural

constraints into execution priorities that lift sell-through, reinforce price discipline, and shorten

inventory cycles. Collectively, they frame the operating agenda for sustained, quality-focused

growth.

Growth Drivers

The menswear market in China is seeing several structural growth drivers, including the

normalization of consumption with a sharper focus on value for money; the reconfiguration of

channels and stronger pricing governance that lift execution in direct and brand coordinated

formats; digitization on the supply side and flexible manufacturing that compress lead times

and reduce inventory risk; product upgrades toward comfort and functionality that support a

visible premium at mass price points; and a clearer policy and compliance environment that

improves transparency and quality.
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• Consumption is normalizing and decisions are more deliberate, value for money

is the anchor. Against a moderate recovery, menswear behaves as a “discretionary

essential”: purchase intent gravitates to core needs of comfort, durability and price

stability. Shoppers concentrate spend on familiar brands and reachable stores;

transparent pricing, consistent sizing and predictable alteration/returns service raise

confidence and repeat purchase. Core and evergreen styles maintain healthy

sell-through, while leading brands lift share and membership contribution through

better retention and basket size.

• Channel Reconfiguration and Tighter Pricing Governance Improve Execution.

Shopping malls continue to serve experience and brand presentation roles, with

networks consolidating into prime districts and a higher share of stores run by

brands and jointly managed. Online evolves from pure shelf to “management driven

by content plus shelf management,” while pricing and returns and exchange rules are

more codified. Under a unified price framework and consistency across channels,

brands institutionalize a cadence that progresses from selling at full price to end of

season markdowns and then to differentiated outlet clearance, enabling scalable

sales and stable cash conversion. Unified inventory, weekly replenishment and

transfers between stores expand size coverage and improve turns, reinforced by

stricter pricing rule execution to improve overall channel efficiency and mix quality.

• Supply Becomes More Flexible and Driven by Data. Assortment selection,

replenishment and transfer driven by data are becoming routine. Automated

warehousing and coordinated operations from single and regional distribution

centers compress the design to shelf timeline. Flexible manufacturing, quick

response for small batches and localized staging reduce stockout and obsolescence

risk, improve turnover, and support broader coverage of styles and sizes.

• Product Mix Tilts Toward Casual and Functional Styles. Blurring commute
boundaries elevate comfort and ease of care as core propositions. Functional
attributes such as sun protection, cooling, quick drying, and antibacterial are
penetrating everyday use. Upgrades in materials and construction make these
benefits tangible at mass price bands, supporting a perceptible premium and a
gradual uplift in average selling prices.

• Policy and compliance provide constructive constraints, raising transparency and
quality. Pro-consumption policies stabilize demand expectations. Stronger oversight
of green manufacturing and product quality raises the bar for materials and
processes. Clearer rules for livestreaming and online transactions improve
operational transparency, favoring well-managed brands with traceable supply
chains and durable governance.
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Development Trends

The menswear category is entering a phase defined by standardization and efficiency. Key
trends include rising industry concentration, a larger role for direct operation in core
commercial districts, institutionalized lifecycle pricing with differentiated discount channels,
unified inventory with stores taking on fulfillment, dual track upgrades in function and style,
and stronger supply chain transparency and compliance. Together these trends support steadier
sell through, faster inventory turns and a gradual improvement in profitability.

• Rising industry concentration. Companies with stronger capabilities in assortment
selection, pricing and terminal execution are gaining share. On the foundation of
stable price bands, consistent sizing and reliable services, these companies improve
repeat purchases and brand reputation. As store networks are optimized, inventory
and markdown management become institutionalized, and the use of membership
operations and assortment based on data increases, scale efficiencies and operating
quality are more readily translated into sustained gains in market share.

• Greater direct operation and an upgrade toward prime commercial districts. Across
city tiers, commercial resources are concentrating in core shopping districts. Brands
are accelerating network optimization and increasing the share of directly operated
and jointly managed stores to maintain consistency of pricing and brand image. With
a portfolio of fewer but stronger stores, together with standardized merchandising
and service protocols, productivity per store and operating flexibility improve, and
both the rent to sales ratio and labor productivity trend upward.

• Channels differentiated by price band and lifecycle governance. With unified
pricing as the foundation, brands institutionalize product management over the long
term across phases, including selling at full price, markdowns at the end of the
season and differentiated discount channels. The use of lines exclusive to outlets
together with core styles that span multiple seasons, and clearly defined discount
ranges and cadence, enables sustained sales of goods from previous seasons and
steady cash conversion while preserving order in the pricing system and improving
the predictability of inventory turns.

• Unified inventory with stores undertaking fulfillment functions. Relying on a unified
inventory pool and standardized picking and allocation rules, and combined with
weekly replenishment and transfers between stores, offline stores increasingly
handle part of the fulfillment while continuing to provide in-store fitting and
service. This model improves size coverage and replenishment efficiency and
shortens the time from order to receipt, with notable gains in categories with high
frequency purchases such as T-shirts, shirts and basic trousers.

• Dual-track upgrades in function and style. Core fits and comfortable fabrics sustain
widespread sales. Functional materials create visible premium potential, while style
directions such as minimal aesthetics and urban outdoor broaden reach. The dual
track supports a healthier gross margin structure and reduces dependence on any
single trend.
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• Greater supply-chain transparency and compliance. Traceability of fabrics and
trims and stricter environmental and quality standards raise the standards for
materials and manufacturing. Clearer rules for livestreaming and platform
transactions enhance brand control over pricing, image and post-sale service.

Entry Barriers and Key Success Factors

Entry into China’s menswear market is shaped by practical barriers based on capability.
Scale, brand trust, disciplined pricing and lifecycle governance, standardized sizing and
service, and an integrated digital and physical supply chain determine who can deliver steady
sales and resilient unit economics. The factors below summarize the requirements that enable
consistent execution at national scope.

• Scale effects. Scale supports bargaining power in materials and processing,
standardization of fabrics and workmanship, lower unit costs in warehousing and
transport, and reduced safety stock under a national inventory pool with more
efficient cross-region allocation. It also improves marketing reach and membership
efficiency, and strengthens negotiating position for leases and access to prime
locations. These elements enhance unit economics and increase resilience through
cycles.

• Build brand trust and pricing power. Stable brand recognition and reputation, clear
price-band positioning, and reliable sizing and service raise repeat purchase and
membership stickiness. Consistent pricing and service across channels reinforce
trust and pricing power. On this base, multi-category extensions and style-based
capsules increase customer lifetime value and consolidate long-term
competitiveness.

• Product and quality systems. A complete and stable set of sizing and fit standards,
consistent materials and workmanship, and standardized processes for alterations
and returns underpin trust and repeat purchase. The barrier lies in long-term
accumulation of sizing and fit data, coordinated capabilities in fabrics and
processes, and end-to-end quality control.

• Access to prime trade areas and network governance. Securing high-quality sites in
core districts and implementing standardized store operations and staff training are
critical. In lower-tier markets, building and continuously managing a high-quality
distributor network keeps coverage and execution aligned. Barriers include access to
scarce locations, the ability to optimize the network over time, and sustained
operating investment.

• Price discipline and lifecycle management. With unified pricing and cross-channel
consistency as principles, brands manage merchandise over the full lifecycle,
including full-price selling, end-of-season markdowns and differentiated discount
channels, balancing gross margin, cash conversion and brand image. Barriers
include enforcement of price rules, design of markdown cadence, and the ability to
digest and redeploy cross-season inventory.
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• Digitization and end-to-end fulfillment. A national inventory pool, weekly
replenishment, inter-store transfers and standardized pick and pack raise turns and
reduce size breaks. Front-end data inform assortment and demand forecasting, while
back-end systems ensure coordination across warehousing and stores. Barriers
include sustained systems investment, supply-chain coordination and organizational
execution.

Competitive Landscape

We had built enduring leadership in China. In 2024, we achieved a market share of 5.6%
by revenue, exceeding the combined share of the second- to fifth-largest market participants.
The top five brands together accounted for approximately 10.9% of the market, reflecting the
category’s fragmentation.

Ranking of China Menswear Brands, By Revenue, 2024

Ranking Company Market Share

1 � � � � � The Company 5.6%
2 � � � � � Company E 1.7%
3 � � � � � Company F 1.4%
4 � � � � � Company G 1.1%
5 � � � � � Company H 1.1%
Total � � – 10.9%

Source: Listed companies’ public filings, expert interview, Frost & Sullivan analysis

Notes:

(5) Company E is a public company founded in 1979 and is headquartered in Ningbo. It focuses on the
fashion industry, operating a multi-brand portfolio that includes menswear.

(6) Company F is a public company founded in 1987 and is headquartered in Jinjiang. It primarily engages
in the design and sale of business casual and contemporary menswear.

(7) Company G is a public company founded in 1990 and is headquartered in Jinjiang. It is renowned by
its jacket products in China’s outerwear market.

(8) Company H is a public company founded in 2004 and is headquartered in Quanzhou. It is a well-known
company in China’s men’s trousers and business casual apparel market.

OVERVIEW OF CHINA SPORTSWEAR MARKET

Sportswear refers to ready-to-wear apparel designed for athletic and physical activity and
also suited to everyday travel and leisure. It mainly covers tops, bottoms, outerwear and base
layers, and emphasizes performance attributes such as breathability, moisture-wicking and
quick-dry, stretch and recovery, thermal insulation, and weather protection. Products are
increasingly optimized for multi-scenario use, combining functional fabrics with clean,
versatile silhouettes.
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On a brand revenue basis, sportswear was one of the fastest-growing apparel categories
in 2020-2024, expanding from RMB177.7 billion to RMB260.2 billion, at a CAGR of 10.0%.
Demand broadened across running, training, ball sports and urban outdoor, with women and
youth contributing more incremental purchases. On the supply side, functional fabrics reached
mass price points, brands deepened operations in shopping malls and self-operated online
channels, and pricing, returns and membership management became more disciplined.

Despite this momentum, participation in exercise still leaves ample room for penetration.
In 2024, residents in China spent 35 minutes per day on exercise on average, participants
averaged 1 hour 10 minutes, and the participation rate reached 49.6%, up from 30.9% in 2018.
Participation in China remains below mature markets such as the United States (78.8%), Japan
(56.4%) and Korea (62.4%). As participation and average exercise time rise, sportswear’s
multi-scenario usage and replacement cycles are expected to deepen.

From 2025 to 2029, the sportswear market is expected to grow at a CAGR of 8.9%,
reaching RMB401.1 billion by 2029. Growth will be supported by higher participation and
longer exercise time, with women and youth contributing a larger share; broader use across
training, commuting and leisure; product upgrades that bring breathable, quick-dry and stretch
features to mainstream price points; and stronger conversion in brand-operated channels under
more standardized pricing and service. Deeper regional penetration and data-driven operations,
including assortment planning, unified inventory and high-frequency replenishment, will better
align supply with real demand, supporting steadier sell-through and faster inventory turns.

Market Size of Sportswear in China, by Revenue, 2020-2029E

RMB in billions

Revenue

2020 2021 2022 2023 2024 2025E 2026E 2027E 2028E 2029E

177.7
203.8 206.7

238.3
260.2

CAGR 2020-2024 2025E-2029E

10.0% 8.9%

285.4
311.6

338.7
368.0

401.1

Source: NBS, CNGA, expert interview, Frost & Sullivan analysis

Growth Drivers and Development Trends

Sportswear’s momentum reflects shifts on both demand and supply. Participation is

broadening, products are becoming more functional yet wearable in daily life, channels are

standardizing around brand-run execution, and technology is tightening the link between real

demand and supply. The themes below summarize how these forces translate into durable

growth.
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• Higher participation and stronger health awareness. Exercise is becoming a

routine lifestyle choice. Running, gym training, ball sports and school athletics

support steady demand for foundational training items and entry-level functional

styles. Rising participation among women and youth calls for more refined sizing

and fits and expands the palette of colors and styles. Corporate wellness programs

and city races create stable use occasions, increasing the weekly frequency of

“weekday training and weekend outings,” which in turn lifts repeat purchases and

set purchases.

• Performance and style for multi-scenario wear. Functional fabrics and construction

are now common at mainstream price points, and attributes such as quick-dry,

stretch support, sun protection and thermal comfort are easily perceived by

consumers. At the same time, silhouettes are more suitable for commuting and

everyday use, and sports items are paired more often with casual pieces. Through

collection-based development and coordinated in-store presentations, brands

encourage combined purchases and a shift from single-item replacement to set and

cross-season outfitting, improving basket size and gross-margin structure.

• Dual optimization of channels and operations. Shopping malls and brand-run

networks provide brand presentation, try-on and service, with store footprints

concentrating in prime districts. Self-operated online stores and marketplace

flagships strengthen content-led engagement and membership management to

improve retention and repeat purchase. Unified pricing and service standards across

channels, together with clear returns policies, lower decision costs. Coordinated

inventory and replenishment preserve the continuity from discovery to purchase,

making popular sizes and core items easier to obtain and stabilizing sell-through.

• Technology and materials upgrades on the supply side. Functional fibers,

composite fabrics and seamless knitting improve performance and consistency.

Digital sampling, localized staging and high-frequency replenishment reduce size

breaks and overstock, supporting faster turns and healthier cash conversion. Product

lines aimed at professional or high-intensity training continue to iterate on

performance, while mass-market functional basics emphasize light weight,

washability and durability, creating a virtuous cycle in which technology leads and

scale popularizes, while meeting tighter environmental and quality standards with

full traceability.

• Ongoing regional and demographic penetration. Tier-2 and below are adding

quality retail space, and sports communities and school programs are pushing

demand outward. Women, youth and urban-outdoor consumers are key incremental

sources, prompting more granular adaptations in sizing, color and cut. Brands tailor

launch and replenishment schedules to climate zones and seasonal rhythms,

improving stability and efficiency in regional operations.
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OVERVIEW OF CHINA CORPORATE AND INSTITUTIONAL CUSTOMIZED
APPAREL MARKET

Corporate and institutional customization refers to the bulk procurement of apparel by

various corporations, organizations, and institutions. The scope covers uniforms, workwear,

special protective garments, image and hospitality wear, and school uniforms. Products are

supplied as ready-to-wear with size runs or as made-to-measure where required, with logo,

color and trim specifications determined by the client.

On a revenue basis, China’s corporate and institutional customized apparel market

declined from RMB134.7 billion in 2020 to RMB125.0 billion in 2022, then recovered to

RMB147.0 billion in 2024, at a CAGR of about 2.2% over 2020-2024. The trough reflected

deferred tenders and slower project activity, particularly in public services and education.

Recovery has been supported by the resumption of regular tender cycles, clearer purchasing

calendars in schools and public institutions, and the normalization of contract execution and

acceptance.

From 2025 to 2029, the market is projected to expand from RMB156.0 billion to

RMB186.6 billion, at a CAGR of about 4.6%. Growth is expected to come from the

institutionalization of e-procurement, including wider use of digital tender platforms,

standardized technical specifications and online vendor rating, together with tighter safety and

quality requirements that lift unit prices and favor compliant suppliers. Replacement and

replenishment demand should become more predictable under framework agreements that

specify service levels, including size surveys, phased delivery, alterations and after-sales

support.

Mix is also improving. More contracts specify performance fabrics and traceability,

including flame retardant, antistatic and high-visibility requirements where relevant, and

clearer standards for colorfastness, pilling and seam strength. In parallel, buyers are shifting

evaluation from unit price alone to total cost of ownership, including durability and service.

Education provides a stable base through recurring uniform issuance, while utilities,

transportation, petrochemicals and construction resume periodic upgrades as projects restart

and safety oversight strengthens. Overall, steady volume, modest average selling price uplift

and longer-term service components together support a measured, quality-led expansion of the

category.

INDUSTRY OVERVIEW

– 104 –

THIS DOCUMENT IS IN DRAFT FORM. THE INFORMATION CONTAINED HEREIN IS INCOMPLETE AND IS SUBJECT TO
CHANGE. THIS DOCUMENT MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE
COVER OF THIS DOCUMENT.



Market Size of Apparel Group Purchase and Customization Market in China
by Revenue, by Major Categories 2020-2029E

RMB in billions

Work uniforms and occupational apparel

Special protective garments

2020 2021 2022 2023 2024 2025E 2026E 2027E 2028E 2029E

CAGR 2020-2024 2025E-2029E

Total 2.2% 4.6%

1.5% 5.4%

3.7% 6.2%

School uniforms 2.1% 2.5%

7.2% 8.1%Corporate image and event apparel

61.6

19.2

50.8

3.1 3.0 2.2 3.7 4.1 4.4 4.8 5.2 5.6 6.0

134.7

59.3

19.3

52.4

134.0

54.1

17.7

51.0

125.0

62.1

20.7

53.8

140.3

65.5

22.2

55.2

147.0

71.3

23.7

56.6

156.0

77.4

25.2

58.0

165.4

81.3

26.8

59.5

172.8

84.7

28.4

60.9

179.6

88.1

30.1

62.4

186.6

Source: CNGA, Frost & Sullivan analysis

Drivers and Trends

The market is maturing as buyer expectations evolve. Procurement decisions are no

longer focused solely on price; buyers now seek a clearer balance of compliance, service, and

delivery certainty, a trend amplified by the expansion of digital platforms. The themes below

summarize how demand is organized, how specifications are upgrading, and how winning

suppliers are adapting their operations.

• Digital procurement becomes the norm. Government bodies, public institutions and

large enterprises are integrating apparel procurement into standardized, platform-

based workflows that enhance transparency and compliance. Orders are

consolidating from scattered purchases to shortlists and framework agreements,

favoring qualified suppliers with proven delivery and regulatory capabilities.

• Safety and standards drive structural upgrade. Stronger requirements in

occupational safety and health are increasing the penetration of protective functions

such as flame retardancy, antistatic performance, high visibility, and waterproof

breathability. This raises the share of performance fabrics and supports a healthier

average selling price, while imposing stricter requirements for testing, traceability

and environmental compliance.
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• Flexible manufacturing and smart customization improve delivery. Small-batch

quick response, digital measurement and automated cutting shorten lead times and

raise the certainty of fulfillment after award, as well as for subsequent

replenishment. These capabilities are increasingly reflected in tender scoring and are

important drivers of repeat awards.

• Price competition coexists with service value. Buyers are placing more weight on

after-sales service, maintenance, replenishment and full life-cycle support. A “price

plus service package” approach is becoming standard, differentiating suppliers by

both cost control and solution design.

• Coordination between corporate procurement and employee benefits. Group

customization is being linked with corporate welfare programs and internal purchase

schemes, connecting organizational procurement with individual employee

consumption. This extends the relationship beyond the initial procurement to

include delivery, benefits, and personal employee engagement, increasing client

stickiness and cross-sell potential.

OVERVIEW OF CHINA WOMENSWEAR AND BABY AND KIDSWEAR MARKET

Womenswear is the largest subsegment of China’s apparel market and also the most

fragmented. Demand is fashion-led with high SKU intensity, broad size and color ranges, and

a greater need for disciplined pricing and lifecycle management to control markdowns. Repeat

purchase depends on fit, consistent sizing and reliable after-sales service. From 2020 to 2024,

womenswear rose from RMB581.4 billion to RMB670.1 billion, at a CAGR of 3.6%, dipping

in 2022 before resuming growth in 2023-2024. For 2025-2029, it is projected to reach

RMB821.6 billion, at a CAGR of 4.1%, supported by steadier mall traffic, a higher share of

direct operation, tighter pricing and returns governance, and product mixes that balance core

basics with comfort and functional attributes.

Baby and kidswear is smaller and largely replacement-driven with multiple family

purchasers; decisions emphasize safety and compliance, skin-friendly durability, and sizing by

age and height. Seasonality follows school calendars and climate zones, with peaks around

back-to-school and holidays; products favor comfort with moderate fashion, and licensed IP

has meaningful presence. Baby and kidswear increased from RMB164.9 billion in 2020 to

RMB175.2 billion in 2024, at a CAGR of 1.5%, with a mild recovery after 2022. It is expected

to reach RMB197.5 billion by 2029, at a CAGR of 2.4%. Growth is underpinned by clear safety

and quality requirements, age- and height-based sizing systems, recurring purchase moments

such as school seasons and holidays, and steady improvements in channel execution and

service.
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Market Size of Womenswear, Baby and Kidswear in China, by Revenue, 2020-2029E

RMB in billions

Baby & kidswear

Womenswear

2020 2021 2022 2023 2024 2025E 2026E 2027E 2028E 2029E

CAGR 2020-2024 2025E-2029E

1.5% 2.4%

3.6% 4.1%

164.9

581.4

746.3
185.3

656.3

841.6

172.0

599.1

771.1
173.6

668.2

841.8

175.2

670.1

845.3

179.3

697.3

876.6

183.8

726.1

909.9

188.2

757.0

945.2

192.7

789.0

981.7

197.5

821.6

1,019.1

Source: NBS, CNGA, Frost & Sullivan analysis

Drivers and Trends

Across womenswear and baby and kidswear, medium term growth is expected to be

driven by quality rather than purely volume driven. Demand is normalizing with a stronger

focus on comfort, safety and value; channels are standardizing around execution by brands

with clearer pricing and service; and product and sizing systems are improving, which lowers

fit risk and markdowns. The points below summarize the principal growth drivers and

development trends that shape both subsegments.

• Demand normalization with a value focus. Womenswear growth is anchored by

comfort and everyday wearability; baby and kidswear remains replacement-led with

multiple family purchasers. Steadier mall footfall and clearer price discipline

support repeat purchase.

• Channel mix and execution. A larger role for DTC and mall-based networks,

together with platform e-commerce and content commerce, shifts objectives from

pure scale to efficiency and repeat purchase. Unified pricing, clear returns policies,

and coordinated online-offline fulfillment improve availability and inventory turns.

• Product and sizing upgrades. Standardized sizing and broader size ranges in

womenswear, and age- and height-based grading in kids’ wear, reduce fit risk.

Functional and skin-friendly fabrics move into mainstream price bands, while

reliable alterations and after-sales service reinforce loyalty.
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• Purchasing cadence and basket expansion. Womenswear balances core basics with

periodic newness; kids’ wear follows school calendars and holiday peaks.

Collection-based presentation and set dressing increase basket size, and licensed IP

provides incremental traffic in kids’ wear.

• Regional penetration and data-driven operations. Tier-2 and below add quality

retail supply, bringing stronger brand coverage. Data-led assortment planning,

unified inventory and high-frequency replenishment align supply with local demand,

supporting steadier sell-through and margin quality.

OVERVIEW OF OVERSEAS APPAREL MARKET

Overseas apparel markets are diverse in scale, income levels, retail formats and consumer

behavior. On a brand revenue basis, Europe and North America are mature and grow steadily,

while Southeast Asia and the Middle East & Africa expand faster from smaller bases as

urbanization, rising middle-income cohorts and modern retail supply deepen penetration.

Channel structures are converging toward direct operation and standardized franchise models,

with marketplaces and content-led commerce supporting traffic and discovery. Product mixes

reflect local climate and sizing needs, and functional and comfort attributes are spreading at

mass price points. The sections below summarize market size and key drivers for each region.

Growth in Europe and North America has remained broadly stable, reflecting their

maturity as apparel markets. Disciplined pricing, established omnichannel penetration and

efficient inventory management continue to support steady demand, but these regions are not

expected to contribute materially to global incremental growth.

By contrast, emerging regions — particularly Southeast Asia and the Middle East &

Africa — are becoming the key growth engines. Southeast Asia expanded from RMB365.8

billion in 2020 to RMB470.7 billion in 2024, representing a 6.5% CAGR, and is projected to

reach RMB664.8 billion by 2029 at a 7.2% CAGR. Rising urbanization, a growing

middle-income base and modern retail infrastructure enhance store productivity, while

platform and content-driven e-commerce accelerate brand reach. International and regional

brands are scaling direct operations and standardized franchise systems, supported by localized

sizing and climate-appropriate assortments.

The Middle East and Africa also deliver faster growth from a smaller base, increasing

from RMB297.7 billion in 2020 to RMB361.7 billion in 2024 at a 5.0% CAGR, and expected

to reach RMB493.2 billion by 2029 at a 6.5% CAGR. Expansion of malls, tourism recovery

and the rise of organized retail across North and Sub-Saharan Africa underpin demand. Brands

are strengthening franchise governance, refining regional size runs and investing in

distribution centers to reduce lead times, while improving regulatory clarity and online

transaction standards support sustainable, quality-focused expansion.
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Market Size of Apparel Market in Major Overseas Regions, by Revenue, 2020-2029E

RMB in billions

Southeast Asia

Middle East & Africa

2020 2021 2022 2023 2024 2025E 2026E 2027E 2028E 2029E

CAGR 2020-2024 2025E-2029E

6.5% 7.2%

5.0% 6.5%

North America 3.0% 3.4%

2.0% 2.8%Europe

365.8

2,016.0

2,358.0

5,037.5
389.6

2,076.5

2,405.2

5,183.9
415.0

2,138.8

2,453.3

5,335.3
442.0

2,203.0

2,502.4

5,492.0
470.7

2,269.2

2,552.3

5,653.9
503.8

2,341.9

2,618.7

5,847.8
540.1

2,421.5

2,692.0

6,061.9
579.0

2,503.9

2,767.4

6,285.2
620.2

2,589.0

2,844.9

6,517.2
664.8

2,677.0

2,924.6

6,759.6

297.7 312.6 328.2 344.6 361.7 383.4 408.3 434.9 463.1 493.2

Source: Listed companies’ public filings, expert interview, Frost & Sullivan analysis

COST ANALYSIS

Common raw materials for apparel include natural fibers such as cotton, synthetic fibers
represented by polyester filament yarn (POY), and thermal fillings such as 95% white duck
down. Movements in these input prices flow directly into cost of goods sold and gross margin,
and pass-through to retail prices typically occurs with a lag of one to two seasons.

Prices of cotton rose from RMB12,956.6 per ton in 2020 to RMB18,824.1 per ton in 2022,
then moderated to RMB16,707.9 per ton in 2023, RMB15,927.0 per ton in 2024 and
RMB14,901.8 per ton in the first nine months of 2025. The sequence shows a clear upcycle
followed by normalization as global supply recovered and downstream demand softened.
Looking ahead, cotton prices are expected to be range-bound to slightly softer on adequate
world stocks and more balanced spinning demand, with weather, logistics and policy
interventions as key swing factors.

Prices of POY polyester increased from RMB5,708.1 per ton in 2020 to RMB7,994.9 per
ton in 2022, then edged down to RMB7,705.7 per ton in 2023, RMB7,621.3 per ton in 2024
and RMB7,060.9 per ton in 2025. Movements broadly track crude and feedstock costs and the
pace of new capacity. Prices are expected to remain broadly stable to mildly lower under a
benign feedstock and capacity environment, while volatility in energy prices remains the
principal risk.

Prices of 95% white duck down moved from RMB304.0 per kg in 2020 to RMB403.0 per
kg in 2021, dipped to RMB375.0 per kg in 2022, then climbed to RMB421.0 per kg in 2023,
RMB648.0 per kg in 2024 and RMB669.0 per kg in 2025. The step-up since 2023 reflects
tighter supply in the poultry cycle and firm demand from down outerwear and active-outdoor
categories. Prices are likely to remain above the 2020-2022 levels with seasonal spikes;
gradual moderation is possible as supply improves and import channels normalize, although
weather and episodic demand shocks could create upside risk.
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Prices of Major Raw Materials for Apparel in China, 2020-2025

0
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10,000

15,000

20,000

Cotton (RMB/Ton)
POY (RMB/Ton)
95% White Duck Down (RMB/Kg)

2020

304.0

2021 2022 2023 2024 2025

403.0 375.0 421.0 648.0 669.0

5,708.1
7,431.6 7,994.9 7,705.7 7,621.3 7,060.9

12,956.6

17,925.2 18,824.1
16,707.9 15,927.0

14,901.8

Source: NBS, Frost & Sullivan

SOURCE OF INFORMATION

This section contains information extracted from the Frost & Sullivan report prepared by

Frost & Sullivan independently, which is commissioned by us in connection with the

[REDACTED]. We expect to pay Frost & Sullivan a total fee of RMB550,000 for the Frost &

Sullivan report and our use of the report. Based on their best knowledge, our Directors believe

that there has been no adverse change in the market information since the date of the research

report that may qualify, contradict or impact the information disclosed. Frost & Sullivan is a

consulting company that provides industry consulting services, commercial due diligence and

strategic consulting services for a variety of industries. We are of the view that the payment

of such fee does not impair the fairness of the conclusions drawn in the Frost & Sullivan report.

We have extracted certain information from the Frost & Sullivan report in this section, as well

as in the sections headed “Summary,” “Risk Factors,” “Business,” “Financial Information” and

elsewhere in this Document to provide our potential investors with a more comprehensive

presentation of the industry in which we operate.
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As of the Latest Practicable Date, Heilan Group was wholly owned by Heilan Investment,

which was held as to 28.00% by Mr. Zhou Jianping, 27.00% by Mr. Zhou Lichen and 5.90%

by Ms. Zhou Yanqi (daughter of Mr. Zhou Jianping), respectively. Ms. Zhou Yanqi also owned

23.06% equity interest in our Company through her wholly-owned entity, Glow Land.

Therefore, Mr. Zhou Jianping, Mr. Zhou Lichen, Ms. Zhou Yanqi, Heilan Investment, Heilan

Group and Glow Land constitute a group of Controlling Shareholders which controlled an

aggregate of 2,888,020,065 A Shares, representing approximately 60.13% of the voting rights

in our Company as at the Latest Practicable Date.

MAJOR ACQUISITIONS, DISPOSALS AND MERGERS

We did not carry out any major acquisitions, disposals or mergers during the Track Record

Period and up to the Latest Practicable Date.

LISTING OF OUR A SHARES ON THE SHANGHAI STOCK EXCHANGE AND
REASONS FOR THE [REDACTED] ON THE STOCK EXCHANGE

Since December 28, 2000, our Company has been listed on the Shanghai Stock Exchange.

Our Directors confirmed that, as of the Latest Practicable Date, we had no instance of material

non-compliance with the rules of the Shanghai Stock Exchange and other applicable securities

laws and regulations of the PRC, and, to the best knowledge of our Directors having made all

reasonable enquiries, there was no material matter that should be brought to the investors’

attention in relation to our compliance record on the Shanghai Stock Exchange. Our PRC Legal

Advisor is of the view that the confirmation of our Directors above with regard to our

compliance records is accurate and reasonable. Based on the independent due diligence

conducted by the Sole Sponsor, nothing has come to the attention of the Sole Sponsor that

would cause the Sole Sponsor to disagree with the Directors and the PRC Legal Advisor with

regard to the compliance records of the Company on the Shanghai Stock Exchange.

Our Company seeks to be [REDACTED] on the Hong Kong Stock Exchange in order to

promote our globalization strategy, improve our international brand image and

competitiveness. See “Business — Our Strategies” and “Future Plans and Use of

[REDACTED]” for more details.
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PUBLIC FLOAT AND FREE FLOAT

Satisfaction of the Public Float Requirement

Rule 19A.13A of the Listing Rules provides that, where a new applicant is a PRC issuer

with other listed shares at the time of listing, this will normally mean that the portion of H

shares for which listing is sought that are held by the public, at the time of listing, must (a)

represent at least 10% of the issuer’s total number of issued shares in the class to which H

shares belong (excluding treasury shares); or (b) have an expected market value of not less than

HK$3,000,000,000. Our A Shares are listed on the Shanghai Stock Exchange. The total number

of the H Shares to be [REDACTED] pursuant to the [REDACTED] represents approximately

[REDACTED]% of the total issued share capital of our Company (assuming that the

[REDACTED] is not exercised and that there are no other changes to the issued share capital

of our Company between the Latest Practicable Date and [REDACTED]). Immediately upon

completion of the [REDACTED] (assuming that the [REDACTED] is not exercised and that

there are no other changes to the issued share capital of our Company between the Latest

Practicable Date and [REDACTED]), to the best knowledge of our Company, the total number

of the H Shares expected to be held by the public represents approximately [REDACTED]%

of the total issued shares of our Company, which is higher than the prescribed percentage of

H Shares required to be held in public hands of 10% under Rule 19A.13A(2)(a) of the Hong

Kong Listing Rules, thereby satisfying Rule 19A.13A(2) of the Hong Kong Listing Rules.

Satisfaction of the Free Float Requirement

Rule 19A.13C of the Listing Rules provides that, where a new applicant is a PRC issuer

with other listed shares at the time of listing, this will normally mean that the portion of H

shares for which listing is sought that are held by the public and not subject to any disposal

restrictions (whether under contract, the Listing Rules, applicable laws or otherwise), at the

time of listing, must: (a) represent at least 5% of the total number of issued shares in the class

to which H shares belong at the time of listing (excluding treasury shares), with an expected

market value at the time of listing of not less than HK$50,000,000; or (b) have an expected

market value at the time of listing of not less than HK$600,000,000. Based on an

[REDACTED] of HK$[REDACTED] per [REDACTED], being the lower end of the

indicated [REDACTED], our Company [will] satisfy the free float requirement under Rule

19A.13C(2) of the Hong Kong Listing Rules.
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OVERVIEW

Market Leadership Brands and Business

Profitability Shareholder Returns

Global Presence

Development History

Revenue: RMB20 billion+4

Net profit: RMB2 billion+5

Total dividends: RMB6.5 billion�

Payout ratio: ~90%7

No. 4 apparel group in China�

Largest manufacturer of
corporate apparel customization in
China�

Over 7,200 stores globally�

Covering 11 overseas countries and
31 provincial-level administrative
regions in China3

Over two decades of brand history

No. 2 menswear brand in the
world�

One of the pioneers and the largest
practitioners of the store 
partnership model in China�s
apparel industry�

No. 1 menswear brand in Asia�

No. 1 menswear brand in China 
and Malaysia�

Diversified portfolio covering 
menswear, womenswear, baby and
kidswear and sportswear

Notes:

1 According to Frost & Sullivan, by revenue in 2024
2 According to Frost & Sullivan, by revenue in the Track Record Period
3 As of June 30, 2025, including all brands under our brand portfolio
4 In terms of revenue for each of 2023 and 2024
5 In terms of net profit for each of 2022, 2023 and 2024
6 In terms of aggregated dividends declared for 2022, 2023 and 2024
7 In terms of cumulative dividends payout ratio in 2022, 2023 and 2024

Who We Are

We are a leading branded apparel group in China, distinguished by a diversified brand
portfolio, an extensive supply chain network and strong channel integration capabilities. In
2024, we were the fourth-largest apparel group in China by revenue, according to Frost &
Sullivan. As of June 30, 2025, we had over 7,200 stores globally. Through our brand operation
system, we bring high-quality and value-for-money products to consumers, helping them
pursue a refined and fulfilling lifestyle that reflects their aspiration for quality, taste and
self-expression.

We are the leading menswear brand operator in China. Our core brand series, HLA, has
long maintained an undisputed leadership in the industry. According to Frost & Sullivan, in
terms of revenue:

• HLA was the second-largest menswear brand in the world in 2024;

• HLA had ranked first in the Asian menswear market for 11 consecutive years since
2014;

• HLA achieved a market share of 5.6% in China’s menswear market in 2024,
exceeding the combined share of the second to fifth-largest market participants; and

• HLA remained the only Chinese menswear brand as of the Latest Practicable Date
to have its annual revenue surpassing RMB10 billion.
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Proprietary Brand Operations. For proprietary brand operations, we integrate product
innovation, supply chain consolidation, omni-channel sales operations and digitalized
management into a unified ecosystem. By aligning the interests of every participant along the
value chain, we achieve efficient coordination, responsive execution and scalable sales growth
across China.

• In product design, we emphasize collaboration and innovation. We conduct
extensive market research to anticipate consumer trends and translate those insights
into design concepts. We work closely with suppliers in joint product design and
development, combining our creative leadership with their technical capabilities and
design resources. This collaborative approach ensures originality while accelerating
the product design and development cycle.

• In procurement, we prioritize efficiency, flexibility and sustainability. Leveraging

our effective supply chain management system, HLA adopts a model primarily based

on returnable procurement that allows unsold inventory to be returned to suppliers,

supplemented by non-returnable procurement arrangements. This structure ties

supplier profitability to actual product sell-through, encouraging performance

alignment and long-term partnership. It also enhances cost control, guarantees

product quality and strengthens our ability to respond quickly to market demand.

• In retail operations, we provide all directly-operated and partner-operated stores

with comprehensive operational support to ensure a unified brand image and

consistent consumer experience nationwide. Our centralized inventory mechanism

enables centralized management and real-time allocation of products across

directly-operated and partner-operated stores. Supported by big data analytics, we

recommend optimal product assortments, while our nationwide logistics network

ensures fast replenishment and efficient merchandise transfers. We also invest

heavily in store operations and frontline talent. All store employees receive

standardized professional training covering brand culture, product knowledge and

service protocols, enabling consistent execution and superior customer engagement.

Under our partnership model, with our assistance on daily operations, our store

partners are responsible for rent and daily operating expenses. We settled with store

partners based on actual sell-through. This mutually beneficial arrangement creates

alignment of interests and fosters long-term loyalty between our Company and store

partners.

Corporate Apparel Customization Business. In our corporate apparel customization

business, we design apparel that reflects the unique identity and professional image of each

customer. Production is primarily completed in our in-house production facilities and sold

under a direct-to-business model. To meet the rising demand for personalized apparel, we have

established an online customization channel powered by our HLA Cloud Apparel Smart

Factory. This intelligent production platform enables digitalized, on-demand manufacturing

that enhances supply chain efficiency and fulfills personalized customer needs with precision

and speed.
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International Sports Brand Cooperation and Urban Outlet Business. For our

international sports brand cooperation and urban outlet business, we leverage our nationwide

channel resources and sales network management expertise to achieve rapid and standardized

store rollouts while maintaining operational excellence. Products are sold through both

e-commerce platforms and offline stores, offering consumers high-quality, accessibly priced

apparel and expanding our multi-brand sales footprint.

Our Research and Innovation

We view innovation as the foundation of sustainable growth and the driving force behind

the transformation of China’s apparel industry. By combining technological advancement with

creative design, we continue to modernize our operations, enhance industrial efficiency and

build new competitive strengths for sustainable development.

Product Development and Technological Innovation. Our innovation efforts are

anchored by HLA Cloud Apparel Laboratory, which integrates fabric research, materials

testing, apparel cultural study and intelligent manufacturing development. Guided by a

commitment to technology, fashion and sustainability, we pursue both scientific and creative

innovation. The Laboratory has successfully delivered commercial applications such as the

LightWarm thermal down jacket and paper-yarn T-shirt, marking the industrialization of

advanced fabrics and supporting the industry’s shift toward higher performance and

environmental responsibility.

We also collaborate with leading universities and research institutions including Tsinghua

University, Donghua University and the China Textile Academy to jointly establish R&D

centers and innovation platforms. These collaborations bring together academic research and

industrial expertise, ensuring that our R&D capabilities remain at the forefront of material

science, textile engineering and intelligent manufacturing.

Digitalization and Intelligent Transformation. Digital transformation is central to our

innovation strategy. We have an integrated information system that connects all material

aspects of our value chain, from product design and manufacturing to logistics, warehousing

and retail. Powered by the SAP enterprise system, our infrastructure enables data integration

across sales, inventory and supplier production. Each product carries a unique RFID

identification code, allowing end-to-end visibility and traceability throughout its lifecycle.

Building on this foundation, we have developed three core data platforms — Product

Development Data Center, Retail Operations Decision System and Supply Chain Collaboration

Platform — to achieve seamless digital management across design, production and sales. These

interconnected systems enhance transparency, responsiveness and efficiency, empowering

data-driven decision-making and strengthening our supply chain agility. Through continuous

investment in research, technology and digital infrastructure, we are redefining the apparel

value chain, making it smarter, faster and more sustainable.
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OUR STRENGTHS

Undisputed Leadership in China’s Menswear Industry with Scale-Driven Competitive
Advantage

We are the undisputed leader in China’s menswear industry. According to Frost &
Sullivan, in terms of revenue:

• HLA was the second-largest menswear brand in the world in 2024;

• HLA had ranked first in the Asian menswear market for 11 consecutive years since
2014;

• HLA achieved a market share of 5.6% in China’s menswear market in 2024,
exceeding the combined share of the second to fifth-largest market participants; and

• HLA remained the only Chinese menswear brand to have surpassed RMB10 billion
in annual revenue as of the Latest Practicable Date.

As of June 30, 2025, we operated 5,631 stores under HLA across 31 provincial-level
administrative regions, covering nearly all prefecture-level cities in China. Its extensive
footprint not only reflects our scale and brand influence, but also the deep trust and loyalty we
have earned from Chinese consumers.

Our expanding national and international presence has created a powerful ecosystem of
scale — one that can strengthen our cost efficiency, supply chain integration, product
innovation, channel reach and brand perception. Together, these advantages create structural
barriers that are difficult for competitors to replicate:

• Operational Efficiency. Our standardized operation model allows us to achieve
economies of scale across store design, training and logistics. Through digitalized
operations and intelligent management systems, we aim to continuously enhance
operational efficiency and lowered per-store costs.

• Supply Chain Strengths. Our scale also extends upstream. With large-volume
procurement across hundreds of suppliers, we maintain substantial bargaining power
and enjoy cost advantages that smaller players cannot match.

• Consumer Insight and Product Optimization. Our vast consumer base generates
rich data insights that allow us to understand evolving preferences and refine our
product offerings in real time. This data-driven capability enables us to continuously
improve design and service quality, fostering a virtuous cycle of engagement and
loyalty that strengthens our market leadership.

• Channel Penetration and Agility. We also operate an extensive and agile channel
networks in the apparel sector, spanning both online and offline platforms. We adopt
instant retail through platforms such as Meituan and JD.com, leveraging our dense
store network to provide consumers with faster and more convenient shopping
experiences.

• Brand Visibility and Consumer Trust. Over more than a decade of leadership, HLA
has become a household name synonymous with trust, quality and style. Our
high-density store network and omni-channel marketing reach have firmly
established HLA in the minds of consumers as the definitive menswear brand in
China.
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overseas markets experienced continuous growth throughout the Track Record Period,

amounting to RMB222.6 million, RMB280.1 million, RMB369.1 million, RMB169.3 million

and RMB212.1 million in 2022, 2023, 2024 and the six months ended June 30, 2024 and 2025,

respectively.

To cater to international markets, we have tailored our product offerings to local

preferences. For Southeast Asia, we developed exclusive collections designed for the region’s

climate and cultural tastes, incorporating lightweight fabrics, vibrant colors and regionally-

inspired designs.

Our stores in prominent international commercial districts reflect a modern, global

aesthetic, helping us deepen our market penetration. With strong brand equity, we have secured

prime locations in prestigious shopping malls such as Pavilion in Kuala Lumpur and Siam

Paragon/Central World in Bangkok.

Looking ahead, we will continue to strengthen our presence in Southeast Asia while

exploring new opportunities in Central Asia, the Middle East and Africa, further expanding our

global footprint and laying the foundation for sustainable, long-term growth.

Bringing in

We have entered into a long-term trademark license arrangement with HEAD, the

renowned Austrian sports brand. This partnership significantly bolsters our position in sports

categories like skiing and tennis, leveraging international sporting events to build brand

recognition and consumer trust. Through our subsidiary Spoz, we have formed a long-term

strategic cooperation with Adidas. This strategic expansion has established us as a key player

in China’s rapidly growing sportswear and outdoor apparel market, creating a strong growth

channel for the future.

High Operational Efficiency through Technological Innovation, Solidifying Competitive
Advantages Across the Value Chain

Lean Supply Chain Management and Digital Transformation Driving Operational

Efficiency

We place strong emphasis on digital transformation and have continuously enhanced our

information systems to cover the whole process. Our systems integrate supplier data, product

development, inventory management and sales performance, ensuring seamless data flow and

real-time visibility across all operational stages. Supported by a centralized big data platform,

we are enabled to maintain full transparency and timely insights that facilitate efficient

decision-making and continuous operational optimization.
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responsible for operating cost like rent, labor cost and utilities, but not inventory obsolescence
risk. This structure allows us to dynamically allocate inventory based on real-time sales data
from across the network, optimizing stock levels and maximizing sales potential.

This “Platform + Brand” model creates a self-reinforcing ecosystem that balances risk

and reward across the value chain. By integrating design, production, allocation and retail

operations, the model connects the entire supply chain and enables real-time synchronization

between front-end demand and back-end supply, which enables rapid replenishment cycles,

typically three to five days, that allows for timely response to market needs and supports

efficient sell-through. Suppliers gain access to stable and large-scale orders together with

meaningful market insights, enabling production scale and specialization. For HLA, the

business model translates into an expandable retail footprint, reduced inventory obsolete risks

and enhanced profitability through the sale of high-quality, competitively priced products,

which in turn fosters synergistic growth across the value chain.

Experienced Core Management Team with Strong Commitment to Social Responsibility

We have a stable and experienced management team with an average of over 25 years of

industry experience. Our senior executives possess deep insights into the development of the

apparel industry and evolving consumer preferences, enabling our Group to capture market

opportunities and respond effectively to industry challenges.

Since assuming the position of Chairman in 2020, Mr. Zhou Lichen has led our Group’s

strategic transformation toward a multi-brand, multi-category and group-oriented business

structure. Under his leadership, we have captured growth opportunities in the rapidly

expanding sportswear segment by forming strategic partnerships with internationally renowned

brands such as Adidas and HEAD. We have also collaborated with JD.com to launch urban

outlets, further exploring the new retail model and reinforcing our position as a leading

multi-brand apparel group in China.

Our core management team has successfully built and managed a diversified brand

portfolio supported by a complex multi-business operating model, which reflects the team’s

forward-looking strategic vision and exceptional management capabilities. Managing a broad

portfolio requires mastery of refined operations in traditional menswear retail while

coordinating differentiated brands, business formats and market segments. Such complexity

demands advanced capabilities in strategic planning, resource allocation, supply chain

coordination and brand differentiation, all of which our management team demonstrates with

strong execution.

To support our transformation toward intelligent manufacturing and digital operations, we

have implemented a comprehensive talent development strategy focused on empowerment,

tiered cultivation and continuous innovation. We have established a sustainable talent

ecosystem that is people-oriented, performance-driven and innovation-led. Our training system
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With an extensive assortment and distinctive brand identity, we aim to attract a wider

customer base and offer products that combine diversity, quality and strong value. We also

intend to focus on “new national style” and “new street fashion” as key design directions,

promoting the creative integration of intangible cultural heritage and advanced technologies to

develop culturally distinctive and market-leading products.

Diversifying Marketing Channels to Enhance Brand Visibility. We will adopt diversified

marketing approaches centered on high-quality brand content to deepen interaction and

engagement with consumers across online and offline platforms. Planned initiatives include the

regular appointment of brand ambassadors, large-scale thematic campaigns and the production

of corporate documentaries to enhance brand visibility. At the same time, we will continue to

strengthen our digital marketing ecosystem. While consolidating our presence on established

e-commerce platforms, we will further invest in content-driven social and short-form video

verticals to accelerate the growth of our online channels.

Enhancing Service Experience and Strengthening Customer Loyalty. We will embrace

the experience economy by creating immersive retail environments that foster deeper

professional and emotional engagement with consumers. To better connect with younger

audiences, we plan to pursue diverse initiatives such as IP-based collaborations, partnerships

with young idols, sponsorship of sports events and the development of new retail formats

including “urban outlet” concepts. In parallel, we will upgrade our smart retail experience

through omni-channel integration, data-driven insight and intelligent in-store technologies. By

combining immersive environments with precision membership management, we aim to

strengthen long-term customer relationships and cultivate a shared ecosystem where brands

and users grow together.

Strengthening R&D and Digitalization to Drive Transformation toward “Technology,
Fashion and Sustainability”

We have continued to increase our investment in research and development in the past few

years, steadily building a competitive edge in digital operations and apparel innovation. We

remain committed to a technology-driven strategy that enhances product functionality and

value creation, focusing on advanced materials, sustainable practices and design innovation to

develop a high-value product portfolio and accelerate our transformation toward “technology,

fashion and sustainability.”

Enhancing R&D Investment and Product Innovation. We intend to further strengthen

our R&D capabilities through the HLA Cloud Apparel Laboratory, which serves as our core

platform for material innovation, fabric testing and intelligent manufacturing development. We

will deepen collaboration with leading academic and research institutions such as top

universities and specialized textile research centers to establish joint R&D centers and

innovation platforms. These partnerships will focus on new material development, process

optimization and apparel culture studies, fostering technological advancement, product

innovation and industrial upgrading across China’s apparel sector.
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Driving Digital and Intelligent Transformation. We will continue to digitalize our

operations by leveraging big data analytics to capture fashion trends and strengthen our

innovation pipeline. In manufacturing, we plan to build an intelligent production ecosystem

supported by a design database of human body dimensions, digital apparel cloud and

manufacturing cloud, complemented by an AI-based body measurement system. Powered by

5G and AI technologies and anchored in our HLA Cloud Smart Factory, we aim to enhance the

flexibility and responsiveness of our supply chain. Through the digital integration of product

design, manufacturing, logistics and retail, we are establishing an end-to-end intelligent

management framework that underpins the HLA Smart Apparel System. This system enables

comprehensive oversight and coordination across the entire product lifecycle, from design to

consumer delivery.

Embedding Green and Sustainable Development. We embed sustainability at the heart of

our brand and business strategy, fully implementing China’s dual-carbon initiative.

Sustainability is regarded as a core operational standard, guiding our approach from top-level

strategy through to material sourcing, production and consumption. We are committed to

driving industry-wide progress by promoting the use of eco-friendly materials, advancing

green production technologies and fostering responsible consumption. Through intelligent

transformation and technological innovation, we aim to build a smarter, more sustainable

apparel value chain that balances environmental stewardship with long-term growth.

Leveraging Technology and Sports to Drive Breakthrough Growth in the Sportswear
Segment

To realize our strategic goal of becoming a multi-brand, omni-channel apparel group, we

are actively strengthening our presence in the sportswear segment. Through brand partnerships,

product innovation and channel expansion, we are systematically building competitiveness in

this fast-growing category. Going forward, we will continue to anchor innovation in technology

and harness the power of sports, developing a multi-dimensional growth model that propels our

sports brands beyond conventional boundaries.

Driving Product Innovation through Technology. We seek to combine the functional

requirements of sports and outdoor apparel with the strong R&D capabilities of our core brand

to continuously advance product innovation. For example, leveraging our collaborations with

universities in jointly establishing R&D centers, we focus on developing and commercializing

high-performance functional fabrics, with research spanning four key areas — functional

technology, intelligent living, fashion trends and sustainability. Building upon these efforts, we

have launched high-performance products such as the “Voyager Storm Jacket,” designed to

meet consumers’ growing demand for apparel that balances advanced functionality with

contemporary aesthetics.
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Amplifying Brand Influence through Sports Integration. We integrate brand marketing

with major sporting events to align athletic spirit with brand values and enhance recognition

in the sports and outdoor market. By sponsoring high-profile sports events, we aim to

strengthen our brand’s association with vitality and health while enriching the image of HLA

as a “national super brand.” Our approach emphasizes a multi-level and broad-based

partnership strategy that connects with diverse sports communities. We create immersive brand

experiences throughout the event journey — from participation to audience engagement —

embedding our brand presence into every touchpoint. In addition, we plan to introduce

event-inspired co-branded collections, transforming event exposure into both brand resonance

and sales growth, and driving a virtuous cycle of brand awareness and commercial

performance.

Driving Channel Optimization and Unlocking New Growth through Refined Operations
and Emerging Formats

We continue to advance a diversified omni-channel strategy and strengthen end-to-end

digital capabilities that span product design, supply chain management, logistics and retail

operations. By integrating online and offline channels, we enhance supply chain efficiency and

channel productivity, establishing a solid foundation for sustainable and high-quality growth.

In our offline business, we remain guided by the principles of “strategic presence,

premium quality and elevated experience.” We plan to deepen cooperation with leading

shopping malls, expand steadily into high-quality retail complexes and increase the proportion

of stores in prime locations while optimizing the distribution of street-side stores. We are

introducing advanced digital management tools to enhance precision and speed in operational

decision-making, thereby improving store efficiency and overall retail performance.

Meanwhile, we aim to elevate consumer engagement through high-quality products and

attentive in-store experiences that reinforce emotional connection with our brands. We will also

continue to expand in high-potential segments such as sportswear and outlet formats, further

strengthening the contribution of our diversified brand portfolio.

In terms of online expansion, we view digitalization as a key growth driver and are

integrating online and offline channels, diversifying platform partnerships and adopting

frontier technologies to build an efficient, seamless and scalable retail ecosystem. These

initiatives are designed to drive sales growth and reinforce brand competitiveness. We intend

to deepen member-centric precision operations by developing a tiered membership system that

enables targeted engagement and greater customer lifetime value. To strengthen content

marketing, we are building a centralized content hub and developing structured campaigns such

as styling tutorials, fabric technology features and designer stories. We will also expand

collaboration with key opinion consumers (“KOCs”) to attract and retain users through

creative and relevant content. Operationally, we are enhancing smart logistics and fulfillment

by enabling end-to-end inventory visibility and intelligent allocation, which improves

responsiveness and consumer experience. In parallel, we are expanding into emerging social

commerce channels and localizing our overseas social commerce operations to strengthen

market penetration and brand affinity in targeted regions.
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Anchored in refined channel management and powered by the synergy of integrated

online and offline operations, we will continue to develop new retail formats and explore

emerging business models that capture evolving consumer trends and unlock new growth

opportunities for our Group.

Deepening Internationalization and Expanding Global Presence to Enhance Brand
Influence and Create New Growth Drivers

We are committed to advancing an internationalization strategy that combines “bringing

in” and “going global.” Building upon our strengths in brand incubation, we are extending our

reach through deeper partnerships with international brands while accelerating overseas

expansion. Through this dual approach, we aim to strengthen our global footprint, enhance the

international profile of our brands and cultivate new growth momentum for our Group.

Expanding Strategic Cooperations with International Sports Brands. We plan to

continue broadening our network of global partnerships by introducing more high-quality

international sports brands into our portfolio. Leveraging our extensive retail network and

strong channel management capabilities, we will further expand our collaboration with

internationally renowned sports brands such as HEAD and Adidas, driving continued growth

in the sportswear segment. In the urban outlet business, we intend to strengthen cooperation

with leading global brands while expanding our offline presence. By enriching the brand

portfolio and product assortment of urban outlets with a wider range of premium yet affordable

offerings, we seek to provide consumers with more diverse and value-driven choices, further

enhancing the platform’s positioning as a destination for quality international sports brands.

Accelerating Overseas Market Expansion. We are accelerating the expansion of our

global presence under the strategy of “rooting in Southeast Asia, expanding across Asia-Pacific

and reaching the world.” Guided by the principle of “in the local market, for the local market,”

we are deepening our presence in key overseas markets while strengthening our international

brand image and overall competitiveness. Building on our solid foundation in mature Southeast

Asian markets such as Malaysia, the Philippines, Vietnam and Singapore, we plan to further

expand into emerging markets including Australia, Africa, the Middle East and Central Asia.

Through a growing network of international stores featuring modern design and a globally

aligned brand image, we aim to enhance visibility, strengthen brand awareness and reinforce

the global influence of our portfolio.
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Pursuing Strategic Investments and Acquisitions to Broaden Brand, Product and Channel
Coverage

As we advance our globalization strategy and expand our business footprint, we are also

actively exploring strategic investment and acquisition opportunities to extend our brand

portfolio and strengthen our ecosystem. We intend to pursue transactions aligned with our core

business, focusing on high-quality assets that complement our brand, product and channel

structure. By capturing suitable market opportunities, we aim to cultivate new growth engines

and enhance our Group’s long-term development momentum.

Our acquisition strategy centers on building a youth-oriented brand ecosystem and

reinforcing our position in the sportswear segment while extending into targeted verticals and

international markets. We will focus on well-established niche brands in mature markets with

distinctive identities and sustainable competitive advantages to further diversify our brand

portfolio and product offering. On one hand, we plan to deepen our presence in both the

mass-market and premium sportswear segments. Through strategic investments, we aim to

expand into specialized categories such as running, equestrian and ball sports, developing

professional product lines that respond to increasingly sophisticated consumer preferences. On

the other hand, in international expansion, we will evaluate acquisition opportunities involving

reputable brands with heritage and global influence. By integrating these brands into our

ecosystem and blending their technical expertise with everyday lifestyle wear, we seek to

accelerate localization in China and market expansion. Leveraging our operational and retail

capabilities, we aim to unlock the full commercial potential of these brands and drive

sustainable value creation across our portfolio.

Attracting, Developing and Retaining Talent to Empower Long-Term Growth

Talent is the cornerstone of our growth, and an effective talent strategy is essential to

building an exceptional enterprise. We have long regarded talent development as a strategic

priority and have established a comprehensive talent framework aligned with our business

objectives. This framework encompasses a diversified talent structure, partnerships with

academic institutions, and a scientific system of incentives and governance designed to attract,

develop and retain outstanding professionals.

As we adapt to an increasingly globalized and digitalized operating environment, we will

continue to refine our training and development programs and optimize our talent composition.

Our initiatives include structured onboarding for new employees, professional skills

development and leadership programs for key talent. By integrating internal and external

training resources, we aim to empower employees, strengthen organizational capability and

cultivate a sustainable talent pipeline that underpins our Group’s long-term competitiveness.
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We also encourage employees to pursue continuing education and academic advancement

to build a more skilled and future-ready workforce. We plan to adopt innovative training

models and deliver a wide range of vocational and technical programs through professional

exchanges, technical mentorship and hands-on learning opportunities. These initiatives are

designed to unlock employee potential, enhance professional expertise and foster shared

growth between employees and our Company.

At the heart of our mission lies the aspiration to help people live better. We remain

committed to the essence of retail — delivering quality, value and trust — and will continue

to leverage our strong supply chain and integrated channel capabilities to provide consumers

with accessible, high-quality products that enrich everyday life. As we evolve from a “provider

of apparel” to a “proposer of quality living,” we aim to fulfill people’s pursuit of a better life

and contribute to the development of a modern, high-quality society.

OUR BUSINESS

Building on our strong value chain capabilities, we have established a brand operation

system that supports the incubation and scalable development of multiple brands and retail

initiatives that address evolving consumer preferences and support sustainable long-term

growth. Our brand operation system covers brand management, supply chain integration and

an extensive sales network. Through this system, we have built an efficient and scalable sales

system that incorporates product design, sourcing and production, intelligent digital

management, logistics and sales into a standardized framework, ensuring a high degree of

consistency in product quality, brand experience and operational efficiency.

Leveraging this brand operation system, we operate proprietary brands, continue to

strengthen corporate apparel customization business for all our proprietary brands, engage in

international sports brand cooperations, and actively launch urban outlets. Our value chain

integration enables each business segment to share design resources, supply chain resources,

intelligent digital management capabilities and sales network and execution, achieving

business synergy and improved operational efficiency. At the same time, our value chain

integration provides structural flexibility, supporting existing business segments while

continuously incubating new brands and new business initiatives, thus contributing to our

long-term growth strategy.
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The following table sets forth a brief overview of our major proprietary brands:

Brand
Year of
Launch

Major
Product Type Key Brand Positioning

Number of
Stores(1)

2002 Menswear A trusted national menswear brand

committed to providing stylish, high-

quality apparel and a personalized

wearing experience for men. Upholding

the philosophy of “reliable quality and

enduring companionship,” HLA has

established itself as a beloved

household name in China’s apparel

market.

5,723

2017 Womenswear A contemporary womenswear brand

offering modern wardrobes defined by

refined design and effortless

sophistication.

166

1995 (acquired

in 2019)

Baby and

kidswear

A premium baby and kidswear brand

adhering to the brand philosophy of

“purity, softness, cleanliness and

beauty,” focusing on high-quality

products and essentials for babies and

kids.

641

Note:

(1) As of June 30, 2025, globally.

HLA

HLA is our core brand series focusing on menswear that embodies the philosophy of

“creating apparel with vitality.” Since the inception in 2002, HLA has been dedicated to

offering modern Chinese consumers menswear that balances functionality, style and emotional

resonance. Positioned as a mass-market apparel brand, HLA seeks to deliver not only apparel

but also a sense of confidence, companionship and national pride, aspiring to evolve from a

trusted “national brand” into a “national super brand” that resonates culturally and emotionally

with consumers across generations. With over two decades of history, HLA has become a

household name synonymous with quality, accessibility and reliability, standing as a

benchmark for China’s mass-market menswear.

Guided by its philosophy, HLA offers a comprehensive range of apparel for both

professional and casual occasions, including pants, T-shirts, down jackets, jackets, shirts, suits,

shoes, knitwear and other apparel, as well as accessories such as belts and socks. Each

collection is designed with an emphasis on practicality, style and value.
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HLA’s Distinctive “Platform + Brand” Business Model

With over two decades of deep experience in the menswear sector, HLA has established

a distinctive “Platform+Brand” business model. By fostering a collaborative system with both

store partners and suppliers, we are able to efficiently integrate resources across the apparel

value chain. This approach underpins HLA’s sustainable and resilient growth, enhances

store-level operational efficiency and enables us to respond timely to evolving consumer

preferences. The following chart illustrates our integrated brand operation workflow for HLA:

Design

Centralized
logistics

arrangement
by our Group

Of�ine
channel

Online
channel

Directly-operated
stores

Partner-operated
stores

Sales to online
retailers

Online direct sales

End
consumers

Procurement Logistics

Joint & 
independent 

product 
design and 

development

Returnable & 
non-returnable 
procurement 
model with
suppliers

Sales
channels

Supply Chain Collaboration. We work closely with our suppliers to establish a unique

procurement model for HLA that directly empowers our product design and strengthens our

market responsiveness.

• Product Design and Development. We work closely with suppliers in joint product

development, leading product design by combining our creative ideas with their

technical capabilities and design resources. This collaborative approach ensures our

originality while accelerating the product development cycle. See “— Product

Design and Development — Our Design and Development Capabilities.”

• Procurement Model. We strengthen supplier collaboration through a unique “shared

benefits, shared risks” mechanism, which is operationalized by our returnable

procurement arrangement. Under this arrangement, we are able to return unsold

products to suppliers and settle payments with suppliers on a monthly basis after

product sell-through, a practice that strategically balances inventory risk between

both parties. See “— Supply Chain Management — Our Procurement.”

Logistics and Inventory Management. Through our nationwide centralized inventory

mechanism, we can flexibly transfer products between stores, ensuring optimal stock allocation

and efficient replenishment to meet dynamic market demand.
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Omni-channel Strategy. We adopt an omni-channel strategy that combines extensive

offline coverage with a growing online presence to drive sales and reinforce brand influence.

As of June 30, 2025, we operated 5,631 stores under HLA across 31 provincial-level

administrative regions in China, covering nearly all prefecture-level cities and forming the

most extensive offline network among Chinese menswear brands. Combined with 92 stores

overseas, we have established a global HLA sales network comprising 5,723 stores as of June

30, 2025. We have also established online presence across mainstream e-commerce platforms

in China. This integrated approach provides consumers with convenient and diverse shopping

options. Across all channels, we maintain unified brand philosophy and management standards

to ensure a consistent and high-quality shopping experience for consumers.

• Directly-operated Stores. We directly operate our stores and bear all expenses

related to store opening and operations. By strategically locating our stores in prime

commercial districts and shopping malls, we maximize brand exposure, strengthen

consumer engagement, and reinforce our position as a leading apparel retailer. See

“— Our Sales Network — Our Offline Channel — Our Directly-Operated Stores.”

• Store Partnership Model. We have adopted a store partnership model. Store partners

are responsible for store renovation costs, staff salaries, utilities, rental and property

fees, taxes and other operating expenses. In return, we provide comprehensive

operational guidance and support, including store management, staff training, visual

merchandising, promotional campaigns and inventory management. This model

allows store partners to participate in the brand’s growth while keeping their capital

investment and risk exposure manageable. It also enables our rapid and efficient

expansion of retail footprint, brand consistency and supports an asset-light business

strategy. See “— Our Sales Network — Our Offline Channel — Our Store

Partnership Model.”

• Online Channel. Our online channel encompasses sales to online retailers and

online direct sales, enabling us to reach a broader customer base, especially younger

and digitally native consumers. See “— Our Sales Network — Online Channel.”
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OVV

OVV is our light luxury womenswear brand, dedicated to creating a modern wardrobe for

independent women who seek “effortless sophistication.” Launched in 2017, OVV aims to

integrate design aesthetics with functionality, offering wardrobe solutions suitable for both

business and lifestyle scenarios. The product portfolio of OVV includes female suits, dresses,

coats, knitwear, trousers and accessories. Guided by the philosophy of “harmony between

wearer and garment,” OVV champions honest and valuable pragmatism, blending design, style,

and versatility. From the inside out, OVV strives to create value for contemporary women by

integrating aesthetics with functionality.

OVV’s brand tone is intelligent, calm and empowering, resonating with women who value

quality, purpose and self-expression. It positions itself not only as a fashion label, but as a

lifestyle companion that understands the evolving roles and aspirations of contemporary

women. By combining design integrity, functional versatility and emotional engagement, OVV

has quickly established itself as a rising force in China’s light luxury womenswear market. It

continues to evolve as a brand that not only dresses women, but also empowers them —

through fashion that is thoughtful, expressive and enduring.

As of June 30, 2025, we had 166 OVV stores, supplemented by an online presence on

major e-commerce platforms. The image below showcases our typical OVV store layout in

China:
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1990s, accumulating over two decades of expertise. By continuously focusing on workplace
needs and personalized experiences, we leverage our multi-brand expertise and combine
craftsmanship with intelligent manufacturing.

Our customers, including enterprises, government agencies and educational institutions,
place large-scale orders for uniforms, workwear and school uniforms to meet their unified
image requirements. We provide end-to-end solutions from initial design based on customers
specifications to on-site measurement services by our dedicated staff, ensuring that each
individual’s height, weight and body shape are accurately captured for a truly customized fit.
Customized apparel is primarily produced in our own production facilities, ensuring quality
and consistency. To meet the rising demand for personalized apparel, we have established an
online customization platform powered by our HLA Cloud Apparel Smart Factory. This
intelligent production platform enables digitalized, on-demand production that enhances
supply chain efficiency and fulfills personalized customer needs with precision and speed.

Our corporate apparel customization business enables us to build long-term partnerships
with customers, enhance our brand reputation and showcase our capabilities in large-scale,
high-quality apparel production. Through continuous innovation and a commitment to
personalized service, we reinforce our position as an industry leader, expand our customer base
and improve our overall resilience and growth potential in a dynamic market environment.

The following picture shows some of the representative apparel in our corporate apparel
customization business:

International Sports Brand Cooperations

To further diversify our brand portfolio and strengthen our presence in the sportswear
segment, we have established strategic cooperations with leading international sports brands.
These cooperations enable us to leverage our platform-based operational capabilities to capture
growth opportunities in the sports and activewear market, broaden consumer base and create
synergies with existing business lines, while enhancing the overall competitiveness and
resilience of our brand portfolio.
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Adidas FCC Stores

In 2023, through Spoz, we have formed a long-term strategic cooperation with Adidas,
under which we are authorized by Adidas to operate Adidas FCC stores in China. The FCC
format is a distinct channel of the Adidas brand that offers a curated selection of core Adidas
products together with an exclusive FCC product line designed for this channel. FCC products
are developed to align with local consumer preferences and purchasing power, with an
emphasis on accessible price points and strong value.

Under Adidas FCC cooperation, we are responsible for selecting locations, opening stores
and managing the daily operations of Adidas FCC stores. All products for the FCC channel are
procured on a buy-out basis by us from Adidas, and we assume ownership of inventory and
manage product assortment planning, pricing within brand guidelines and local marketing
initiatives, subject to Adidas’s approval.

As of June 30, 2025, we operated 529 Adidas FCC stores in China. Our cooperation with
Adidas strengthens our footprint in the sportswear category and supports our expansion into a
segment characterized by sustained growth driven by rising consumer interest in health and
lifestyle apparel.

The image below showcases our Adidas FCC store layout in China:

HEAD Stores

We have entered into a long-term trademark license arrangement with HEAD, a leading
international sports brand originating in Austria, for the design, marketing and sales of
HEAD-branded apparel in Chinese mainland, Hong Kong, Macau and Taiwan of China since
2021. Under the trademark license agreement, we hold a non-transferable, non-exclusive
license to use HEAD trademarks and are responsible for product planning, product design, raw
material procurement, product pricing and sales network operations for HEAD-branded apparel
within the licensed areas through both offline and online channels. HEAD, with over 70 years
of history tracing back to its establishment in the 1950s, is a renowned sports brand offering
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apparel and equipment with a specialty in skiing and tennis. Building on HEAD’s sports
heritage, we are committed to developing both sports lifestyle and performance apparel for
consumers in China, with a particular focus on skiing and tennis. Our HEAD-branded products
are designed to meet the needs of both professional athletes and sports enthusiasts across
performance and everyday lifestyle settings.

As of June 30, 2025, we had 21 HEAD stores in China, supplemented by an online
presence in major e-commerce platforms. Through our cooperation with HEAD, we aim to
further strengthen our position in the sportswear segment and provide consumers with a wider
range of functional, high-quality and accessible choices for both performance and everyday
scenarios.

The image below showcases our typical HEAD store layout in China:

Urban Outlets

Since 2024, we have actively developed our urban outlet retail channel, which
distinguishes itself from traditional suburban outlets by being located closer to urban area. Its
central location enhances accessibility for consumers and supports higher visit frequency. By
leveraging a diverse portfolio of brands and product categories, our urban outlets address the
one-stop shopping needs of urban consumers and are emerging as an important retail format
within cities.

Through a strategic partnership with JD.com, we opened our first urban outlet in Wuxi,
Jiangsu in September 2024, followed by rapid expansion into other cities. As of June 30, 2025,
we operated 23 offline urban outlets across several provinces in China. Our urban outlets adopt
a multi-brand, multi-category merchandising strategy, offering product assortments covering
sports, outdoor, menswear, womenswear, footwear, accessories and beauty. We have introduced
leading international brands in our urban outlets, greatly enriching our product offering and
enhancing the consumer experience. We also operate online urban outlets on JD.com. By doing
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so, we have integrated both online and offline channels in our urban outlet business. Under our
strategic partnership with JD.com for urban outlets, we are responsible for site selection, daily
operations, brand engagement, category expansion and membership management. By
combining our retail expertise with JD.com’s digital capabilities, consumer traffic and market
influence, we enhance the visibility of our urban outlets network and deepen consumer
engagement.

Our development of urban outlets business reflects our strategic focus on expanding into

new retail formats to better serve evolving consumer needs. Leveraging leading brands and

value-for-money offerings, urban outlets enable us to provide consumers with a broader range

of quality products at attractive prices. As our store network continues to expand and

omni-channel operations deepen, urban outlets are expected to further strengthen our

competitiveness in branding, channel development and supply chain management.

The image below showcases our typical urban outlet layout in China:

OUR SALES NETWORK

We adopt an omni-channel strategy that combines extensive offline coverage with

growing online presence to strengthen sales performance and brand influence. Our offline

channels, formed by a combination of directly-operated, partner-operated and distributor-

operated stores, serve as the cornerstone of our retail strategy and brand development.

Complementing this extensive offline network, we have also established online presence across

major e-commerce platforms through both direct sales to end consumers and sales to retailers.

Together, our offline and online networks form a comprehensive sales synergy that reinforces

brand presence, enhances consumer engagement and supports sustainable growth.
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The following table sets forth the breakdown of our revenue by sales channel for the
years/periods indicated:

Year ended December 31, Six months ended June 30,

2022 2023 2024 2024 2025

Amount % Amount % Amount % Amount % Amount %
(RMB’000, except for percentages)

(unaudited)

Offline Channel
Sales to store partners � � 8,834,106 49.3 9,436,690 45.5 7,628,054 37.9 4,579,264 42.0 4,053,164 36.2
Directly-operated stores � 3,674,766 20.5 5,401,835 26.0 5,594,842 27.7 2,916,584 26.7 3,343,122 29.7
Sales to distributors � � � 96,851 0.5 122,873 0.6 139,399 0.7 50,979 0.5 49,025 0.4
Subtotal � � � � � � � � � 12,605,723 70.3 14,961,398 72.1 13,362,295 66.3 7,546,827 69.2 7,445,311 66.3

Online Channel
Online direct sales � � � � 2,214,147 12.4 2,470,697 11.9 2,876,916 14.3 1,651,128 15.1 1,528,354 13.6
Sales to online retailers� � 642,320 3.6 787,433 3.8 1,542,228 7.6 560,947 5.1 780,145 6.9
Subtotal � � � � � � � � � 2,856,467 16.0 3,258,130 15.7 4,419,144 21.9 2,212,075 20.2 2,308,499 20.5

Corporate Apparel
Customization
Channel � � � � � � � � 2,247,445 12.6 2,280,705 11.0 2,223,548 11.0 1,085,639 10.0 1,342,906 11.9

Others(1) � � � � � � � � � 195,539 1.1 254,129 1.2 157,115 0.8 64,636 0.6 141,029 1.3

Total � � � � � � � � � � � 17,905,174 100.0 20,754,362 100.0 20,162,102 100.0 10,909,177 100.0 11,237,745 100.0

Note:

(1) Primarily consists of sporadic sales of a small amount of products through wholesale.

During the Track Record Period, our products were primarily sold in Chinese mainland.
The following table sets forth the geographical breakdown of our revenue for the years/periods
indicated:

Year ended December 31, Six months ended June 30,

2022 2023 2024 2024 2025

Amount % Amount % Amount % Amount % Amount %

(unaudited)

(RMB’000, except for percentages)

Chinese Mainland � � � 17,686,110 98.8 20,482,773 98.7 19,806,997 98.2 10,747,786 98.5 11,032,094 98.2
Overseas(1) � � � � � � � 219,064 1.2 271,589 1.3 355,105 1.8 161,391 1.5 205,651 1.8

Total � � � � � � � � � � 17,905,174 100.0 20,754,362 100.0 20,162,102 100.0 10,909,177 100.0 11,237,745 100.0

Note:

(1) Overseas primarily include revenue generated from the sales of our directly-operated stores in Malaysia, the
Philippines, Vietnam, Singapore, Thailand and Indonesia.
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• Store staff training. We provide comprehensive training programs for store
managers and sales personnel covering customer service, product knowledge and
digital tools. Continuous learning and performance evaluations are conducted to
reinforce service excellence and enhance staff capability.

• Inventory and digital integration. We leverage centralized inventory mechanisms
and digitalization technologies to optimize stock allocation and improve turnover.
We embed RFID identification codes into product tags and deploy RFID technology
for smart tracking. Using RFID scanners, store staff can instantly retrieve data on
sales volume, inventory levels at stores and warehouses and product location within
stores.

The following tables set forth the key operating data of our directly-operated and
partner-operated stores in China for our major proprietary brands, international sports brand
cooperations and urban outlets for the years/periods indicated:

Year ended December 31,
Six months ended

June 30,

2022 2023 2024 2024 2025

Total GMV (RMB in millions) � � � 21,630.1 24,255.7 20,906.9 11,819.6 11,504.6
Annualized average revenue per

store(1) (RMB in millions) � � � � 2.7 3.2 3.0 3.4 3.2
Number of transactions

(in millions) � � � � � � � � � � � � � 42.9 45.4 39.5 22.2 22.0
Average spending per transaction

(RMB) � � � � � � � � � � � � � � � � � 503.8 534.7 529.1 532.2 523.4
Sales volume (in millions)� � � � � � 90.1 92.8 83.2 46.2 45.4
Average selling price (RMB) � � � � 240.1 261.5 251.2 256.1 253.2

The following tables set forth the key operating data of our overseas directly-operated
stores for our major proprietary brands for the years/periods indicated:

Total GMV (RMB in millions) � � � 222.6 280.1 369.1 169.3 212.1
Annualized average revenue per

store(1) (RMB in millions) � � � � 4.5 5.0 4.5 5.1 4.0
Number of transactions

(in millions) � � � � � � � � � � � � � 0.6 0.7 0.9 0.4 0.5
Average spending per transaction

(RMB) � � � � � � � � � � � � � � � � � 369.9 397.3 413.2 399.0 407.7
Sales volume (in millions)� � � � � � 1.3 1.6 2.0 0.9 1.2
Average selling price (RMB) � � � � 168.5 179.2 186.2 179.4 183.7

Note:

(1) Annualized average revenue per store is annualized revenue calculated by dividing (a) total revenue by
(b) the average of number of stores at the beginning and the end of the relevant period. The data of total
GMV, number of transactions, sales volume, average spending per transaction and average selling price
include data from offline channels only.
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Our Directly-Operated Stores

We operate a portion of our stores under direct operation model, where we undertake all

operational management and assume all expenses related to store opening and ongoing

operations. By strategically situating our stores in prime commercial districts and high-traffic

areas, we enhance brand visibility, swiftly implement marketing strategies and employ

digitalization tools, and maintain consistent store and brand images and service standards to

ensure consistently high-quality consumer experience across our stores. These advantages

support our ability to timely respond to evolving consumer preferences and reinforce the

overall effectiveness of our retail strategy.

The following table sets forth the movement in the number of our directly-operated stores

for the years/periods indicated:

Year ended December 31,

Six months
ended

June 30,

2022 2023 2024 2025

Number of stores at the

beginning of the year/period � 1,634 2,135 2,258 2,622
Number of stores newly

launched � � � � � � � � � � � � � � � � 687 546 759 291
Number of stores closed� � � � � � 186 423 395 165

Number of stores at the end of

the year/period � � � � � � � � � � � 2,135 2,258 2,622 2,748

During the Track Record Period, the number of our directly-operated stores increased

steadily, numbering 2,135, 2,258, 2,622 and 2,748, respectively, as of December 31, 2022,

2023 and 2024 and as of June 30, 2025, primarily driven by our strategic response to evolving

consumer preferences, with a particular focus on expanding our presence in shopping malls. By

increasing the proportion of stores located in high-traffic commercial complexes, we aim to

capture rising demand for experiential shopping, enhance brand visibility, and strengthen

engagement with urban consumers. Meanwhile, we closed 186, 423, 395 and 165 stores in

2022, 2023, 2024 and the six months ended June 30, 2025, respectively, primarily because (i)

we continuously optimize and adjust our directly-operated store network based on the

operational performance of each store, aiming to enhance overall efficiency and profitability;

and (ii) some stores underwent relocation or upgrading within shopping malls, in response to

adjustments in mall layouts or to better align with local market dynamics and consumer

preferences.
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The typical agreements for our directly-operated stores with the relevant landlord where

our stores are located include the following terms:

• Term and location: Fixed term (e.g., 12 months), with clearly defined rental areas

and locations.

• Rent & Commission: Depending on the arrangement, we have various payment

arrangements with the relevant landlord, including (i) paying a fixed monthly rent

based on the allocated area, with scheduled payment periods and penalties for late

payment, (ii) paying a commission to shopping malls calculated as a pre-agreed

percentage of monthly sales generated in the designated selling area, or (iii) in some

cases, payment of whichever is higher between a fixed rent and a commission.

• Operating Expenses: We are responsible for renovation costs, staff salaries, utilities,

rent, taxes, property management fees, promotional fees and other operating

expenses.

• Promotion Fees: We generally pay a fixed monthly promotional fee for mall-wide

marketing activities to the landlord.

• Utilities & Other Fees: We pay for water, electricity, gas and other utilities as per

actual usage and the property management agreement.

• Termination: The agreement outlines conditions for termination, including

agreement expiry, breach of contract, failure to pay fees, or violation of mall

policies. Upon agreement expiry, renewal may be reached by mutual agreement.

Our Store Partnership Model

As part of our offline channel strategy, we have adopted a store partnership model. Under

this model, we collaborate with store partners to efficiently expand our retail footprint while

maintaining brand consistency and operational standards, operating in an asset-light manner.

Under our store partnership model, we assist the store partners with store siting and they

invest their own resources to open and operate stores at optimal locations, bearing the

associated capital expenditures and operating costs. In return, we provide comprehensive

operational guidance and support, including store management, staff training, visual

merchandising, promotional campaigns and inventory management. The inventories are

delivered to the store partner under a consignment arrangement for management and sales, and

they do not bear risk of inventory obsolescence. Our store partnership model enables agile and

capital-efficient store expansion, reduces operational burden and risk for partners, and allows

them to benefit from our retail experiences, nationwide marketing resources and operational

systems, while sharing in the growth opportunities of our brand. For salient terms with our

store partners, see “— Comparison of partner- and distributor-operated stores” below.
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The following table sets forth the movement in the number of our partner-operated stores
for the years/periods indicated:

Year ended December 31,

Six months
ended

June 30,

2022 2023 2024 2025

Number of stores at the
beginning of the year/period � 6,001 5,943 4,454 4,390

Number of stores newly added � 476 307 300 64
Number of stores terminated � � 534 1,796(1) 364 195

Number of stores at the end
of the year/period � � � � � � � � 5,943 4,454 4,390 4,259

Note:

(1) Among the 1,796 stores terminated in 2023, 1,215 stores had been excluded from our store network as
a result of our disposal of Heylads in 2023. See Note 36 of Appendix I to this Document.

During the Track Record Period, we continuously optimized our store network to better
align with evolving retail dynamics in China. As part of this process, we enhanced our
directly-operated footprint in shopping malls and rationalized certain partner-operated stores to
support our long-term market positioning. Consequently, 476, 307, 300 and 64 new
partner-operated stores were opened by our selected store partners, respectively, and 534, 581,
364 and 195 partner-operated stores were closed in 2022, 2023 and 2024 and in the six months
ended June 30, 2025, respectively.

The following table sets forth the movement of store partners during the Track Record
Period:

Year ended December 31,

Six months
ended

June 30,

2022 2023 2024 2025

At the beginning of the
year/period � � � � � � � � � � � � � � 3,700 3,621 2,611 2,509

New store partners � � � � � � � � � � 462 312 304 99
Terminated store partners � � � � � 541 1,322(1) 406 182

At the end of the
year/period � � � � � � � � � � � � � 3,621 2,611 2,509 2,426

Note:

(1) Among the 1,322 store partners that we terminated relationship with in 2023, 870 store partners were
excluded as a result of our disposal of Heylads in 2023. See Note 36 of Appendix I to this Document.
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We adopt our own selection process to ensure that all store partners align with our
operational standards and compliance requirements. The process begins with a comprehensive
qualification review, which includes verification of business registration, assessment of
financial strength and their operational capacity and the availability of resources. Upon
approval, store partners are required to enter into a formal store partner agreement with us,
setting out the rights and obligations of both parties. This structured approach enables us to
maintain brand integrity, safeguard operational consistency, and build long-term, mutually
beneficial partnerships.

During the Track Record Period, due to the changes of market trend, we terminated the
relationship with 541, 452, 406 and 182 store partners, respectively, which led to a reduction
in the number of our store partners from 3,621 as of December 31, 2022 to 2,611 as of
December 31, 2023, and further to 2,509 and 2,426 as of December 31, 2024 and June 30,
2025, respectively.

As of the Latest Practicable Date, to our best knowledge, 133 of our store partners were
our former or current employees (the “employee-store partners”). During the early stage
when we were exploring the store partnership model, the number of suitable store partner
candidates who could understand the store partnership model was limited. We selected and
trained store partners from then business partners with who we had established trust, including
our former and then existing employees. Employee-store partners were able to effectively
promote and develop our business model and acquire market opportunities. According to Frost
& Sullivan, this model is not uncommon for the sales and marketing of apparel in China. In
2022, 2023 and 2024 and in the six months ended June 30, 2025, the total revenue contributed
by sales to these employee-store partners accounted for less than 2% of our total revenue for
each year or period during the Track Record Period. The partnership agreements that we
entered into with the employee-store partners contained comparable terms and conditions that
we offer to other store partners and all transactions with them were conducted on an arm’s
length basis. Save as the relationships disclosed above, none of them had other relationships
with us, our Directors, senior management and their respective associates and to our best
knowledge, as of the Latest Practicable Date, all of our store partner were Independent Third
Parties. For details of the contractual terms with store partners, see “— Comparison of Partner-
and Distributor-Operated Stores” in this section.

Our Distributor-Operated Stores

Our offline channel also includes a small number of distributor-operated stores operated
by third-party distributors, which is common in our industry. Under this model, we directly sell
our products to third-party distributors, who are typically experienced local retail operators
with established resources in regional commercial districts, and they in turn operate their own
stores of our brands to resell these products to end consumers. Our distributor-operated stores
share the same brand identity, store design and operational standards, ensuring a unified
customer experience across our sales network. Pursuant to our distribution agreements,
distributors independently invest in and operate stores under our brand, while we provide
ongoing operational support, training and marketing resources to maintain a consistent store
and brand image to the market.
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We have adopted a set of distributor selection criteria and management policies to ensure

our distributors are capable, efficient and well-resourced. Factors considered in distributor

selection include their geographic coverage, scale of operations, qualifications, existing

consumer base and market reputation. We regularly review the performance of distributors

through a monthly and annual assessment. We consider various factors in renewing agreements

with distributors, including their qualifications, sales and marketing capabilities, sales

network, financial resources, customer resources and synergies with our brands.

The following table sets forth the movement in the number of our distributor-operated

stores for the years/periods indicated:

Year ended December 31,

Six months
ended

June 30,

2022 2023 2024 2025

Number of stores at the

beginning of the year/period � 17 141 165 166
Number of stores newly added � 124 42 44 58
Number of stores terminated � � 0 18 43 22

Number of stores at the end
of the year/period � � � � � � � � 141 165 166 202

The following table sets forth the movement of distributors during the Track Record

Period:

Year ended December 31,

Six months
ended

June 30,

2022 2023 2024 2025

At the beginning of the

year/period � � � � � � � � � � � � � � 17 111 135 130
New distributors� � � � � � � � � � � � 94 39 32 48
Terminated distributors� � � � � � � 0 15 37 17

At the end of the
year/period � � � � � � � � � � � � � 111 135 130 161
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We strive to minimize the channel stuffing risks associated with our distributors through

the following measures: (i) determining reasonable purchase amount requirement based on the

specific customer level considering factors such as their scale of operations and financial

resources, (ii) we generally do not allow returns of products sold to distributors unless there

are product defects and other causes that are not attributable to the distributors, a return policy

that is in line with the industry norms and (iii) from time to time communicate with distributors

about the inventory status and conduct ad hoc store inspection to gain insights on their daily

management sales conditions.

We have also adopted a set of measures to avoid cannibalization among our distributors,

including (i) designating specific distribution areas or channels to each distributor through

distribution agreement, (ii) implementing a consistent pricing policy for our products, and

providing our distributors with recommended retail prices for our products as their guidance

and (iii) regularly assigning our supervisory team to conduct on-site visit of our distributor-

operated stores and reporting irregularities if any. We believe these measures incentivize our

distributors to maintain a reasonable level of inventory of our products and avoid channel

stuffing.

Pursuant to our agreements with distributors, sub-distribution including transferring,

licensing, or sharing distribution rights with any third party, such as appointing sub-distributors

is not allowed unless otherwise agreed by us in writing beforehand. To the best of our

knowledge, there were no sub-distributors engaged by our distributors during the Track Record

Period.

To our best knowledge, as of the Latest Practicable Date, all of our distributors were

Independent Third Parties, nor was there any employment, financing or family relationship

between our distributors and us during the Track Record Period. For details of the contractual

terms with distributors, see “— Comparison of Partner- and Distributor-Operated Stores” in

this section.
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Comparison of Partner- and Distributor-Operated Stores

Our partner- and distributor-operated stores both leverage the resources and
entrepreneurial drive of partners and distributors to accelerate our offline expansion and
enhance market penetration, while maintaining brand consistency and operational standards.
We maintain a consignment-based partnership with store partners and recognize revenue from
our sales to store partners when products are sold to end consumers. We have a buyer-seller
relationship with distributors and recognize revenue from our sales to distributors when they
accept our products upon delivery. The key commercial terms of our agreements with our store
partners and distributors are summarized below:

Store Partners Distributors

Duration � � � � � � � Typically five year, renewable upon
mutual agreement and fulfillment
of contract terms.

Typically one year, renewable upon
mutual agreement and fulfillment
of contract terms.

Store
management � �

We provide comprehensive store
operational guidance and support.
Store partners are responsible for
the store renovation costs, staff
salaries, utilities, rental and
property fees, taxes and other
operating expenses.

Distributors are responsible for the
operation of stores.

Inventory
ownership � � � �

Upon sales to end consumers,
ownership of the inventories
transfers from us to the store
partners, and then immediately to
the end consumers. Store
partners do not bear risk of
inventory obsolescence.

Inventory is owned and managed
by distributors and they bear the
risk of inventory obsolescence.

Product return
mechanism � � �

Customer-returned products with
quality issues can be returned or
exchanged by us.

Products with quality issues can be
returned or exchanged.

Pricing � � � � � � � � We offer limited discretion to store
partner for adjusting the prices
within our approved range.

We provide a recommended retail
price for our distributors. While
distributors are expected to
adhere to this pricing framework,
they are allowed to adjust prices
within a fixed range to
accommodate local market
conditions or promotional
strategies.
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Store Partners Distributors

Minimum
purchase
requirement � � �

No minimum purchase targets set
for the store partners.

We set annual minimum purchase
requirement for distributors. We
provide certain rebates to
distributors who meet the
requirements. Failure to meet
requirements may result in
customer level adjustment,
affecting supply prices and
support policies, and we reserve
the right to terminate the
agreement and shall not be held
liable for any consequence.

Minimum sales
target � � � � � � �

No minimum sales targets set for
the store partners.

No minimum sales targets set for
the distributors.

Settlement terms � We settle payment with store
partners monthly upon sell-
through to end consumers.

We settle with distributors based on
the contract terms and may grant
credit terms to distributors on a
case-by-case basis.

Termination � � � � We may terminate the contract for
serious breaches.

We may terminate the contract for
serious breaches.

Our Online Channel

We have leveraged the strong growth of e-commerce and established an online channel
comprising direct sales to end consumers through our stores on major e-commerce platforms
and sales to online retailers. Our online channel serves as an important complement to our
offline network, allowing us to reach a broader customer base, especially younger and digitally
native consumers. Through curated product assortment, consistent brand presentation and
data-driven operations, our online channel enhances brand visibility, supports inventory
efficiency and provides valuable consumer insights that inform product design and marketing
strategies.

The following table sets forth the GMV through our online channel for the years/periods
indicated:

Year ended December 31, Six months ended June 30,

2022 2023 2024 2024 2025

(RMB in millions)

Total GMV through
online channel � � � � 4,237.7 4,996.1 7,080.7 3,502.2 4,108.9
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Online Direct Sales

Our online direct sales channel comprises sales to end customers through our directly-

operated stores across major e-commerce and social commerce platforms. These include

mainstream e-commerce platforms such as Tmall and JD.com; short video platforms such as

Douyin and Kuaishou; as well as social media platforms such as Xiaohongshu and WeChat. By

leveraging multiple leading e-commerce platforms in China, we ensure our products are

accessible to a broad and diverse consumer base, enhancing convenience for consumers and

optimizing our digital presence. Our directly-operated online stores allow us to maintain

control over branding, pricing and customer experience. In 2022, 2023, 2024 and in the six

months ended June 30, 2024 and 2025, the total revenue generated from our online direct sales

amounted to RMB2,214.1 million, RMB2,470.7 million, RMB2,876.9 million, RMB1,651.1

million and RMB1,528.4 million, respectively, accounting for 12.4%, 11.9%, 14.3%, 15.1%

and 13.6% of our total revenue for the same respective periods.

Sales to Online Retailers

In line with market practice, during the Track Record Period, we also engaged online

retailers, primarily consisting of e-commerce platforms such as Vipshop and JD.com’s

directly-operated stores and retailers who operate stores on e-commerce platforms, who in turn

sell our products to end customers. As of December 31, 2022, 2023 and 2024 and June 30,

2025, we engaged 62, 73, 95, and 97 online retailers, respectively. In 2022, 2023, 2024 and in

the six months ended June 30, 2024 and 2025, the total revenue generated from our sales to

online retailers amounted to RMB642.3 million, RMB787.4 million, RMB1,542.2 million,

RMB560.9 million and RMB780.1 million, respectively, accounting for 3.6%, 3.8%, 7.6%,

5.1% and 6.9% of our total revenue of the same respective periods.

In line with market practice, we primarily enter into standard sales and purchase

arrangements with retailers who operate online stores on e-commerce platforms, or

consignment arrangements with e-commerce platforms including Vipshop and JD.com’s

directly-operated stores. Under sales and purchase arrangement, we have a buyer-seller

relationship with online retailers and recognize revenue when they accept our products upon

delivery. Under consignment arrangement, we recognize revenue when end customers confirm

acceptance of our products on the relevant e-commerce platform. The following sets forth a

summary of the salient terms of our typical agreements entered into with online retailers:

• Duration. The term of our agreements is generally one year.

• Product pricing. We provide a recommended retail price as guidance.

• Fee arrangement. For e-commerce platforms, we typically pay service fees for store

operation, marketing and logistics, typically calculated as a percentage of sales or

based on services used.
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• Return policy. E-commerce platforms can only return defective, customer-returned,

or unsold products to us. Retailers who operate online stores on e-commerce

platforms are generally only allowed to return defective products.

• Termination. The agreements may be terminated by either party under specified

conditions, including breach of contract or platform rules, with notice periods and

post-termination obligations.

Our Corporate Apparel Customization Channel

Our corporate apparel customization channel provides large-scale apparel solutions for

corporate and institutional customers, primarily covering professional wear, workwear and

school uniforms. Our customer base spans industries such as financial services,

telecommunications, transportation, energy, public services and education.

We establish cooperation either via formal tendering processes or through direct

engagement by our sales team, who work closely with corporate customers to understand their

needs before signing orders or framework agreements. After order confirmation, our staff

conduct on-site fittings, which are then passed to our internal design and production teams.

Finished products are delivered to designated locations through our logistics system.

This channel enhances our brand exposure in professional settings and reinforces our

reputation for quality, reliability and scalable production capabilities.

The salient terms of our corporate apparel customization business typically include:

• Duration. Typically ranges from one to three years and is case-specific.

• Service Scope. We provide products and related services (such as design, production,

delivery and after-sales service) to the corporate customer according to the

customer’s requirements and technical standards.

• Payment. The corporate customer pays us after delivery and acceptance of the

goods, usually within a specified period. The payment covers all costs (materials,

transport, insurance, etc.), and a valid invoice is required.

• Delivery. We deliver the products/services within the agreed timeframe to the

location designated by the customer. Delivery includes inspection and/or trial

fitting, and all risks before acceptance are borne by us.

• Product refund. We are responsible for repairing, replacing or refunding any

defective or non-conforming products at our own cost.

• Termination. Contract can be terminated based on mutual consent or material

breach.
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Sales Channel Coordination

We adopt a holistic approach to managing our operations across multiple channels and

platforms, ensuring resource optimization and brand consistency. To minimize cannibalization

and maintain pricing integrity, we have established a comprehensive framework that includes

the following measures:

• Online Channels. We differentiate product categories across our online platforms to

cater to diverse consumer needs while maintaining a unified pricing policy. This

approach safeguards brand value and prevents price erosion, ensuring a consistent

consumer perception across all digital touchpoints. In addition, certain exclusive

products are offered only through online channels, further enhancing differentiation

and driving digital engagement.

• Offline Channels. We strategically select store locations based on regional

consumption trends and demographic profiles, enabling us to maximize market

penetration and enhance customer accessibility. Our offline presence is designed to

complement online channels, creating a balanced and synergistic retail ecosystem.

• Online and Offline Integration. Certain products are offered both online and offline

under a strict “same product, same price” principle. This ensures transparency,

reinforces consumer trust, and delivers a seamless shopping experience across

channels.

• Monitoring and tools. We continuously monitor channel performance, enforce

compliance with pricing guidelines, and leverage data analytics to identify potential

risks of cannibalization. These measures allow us to maintain operational efficiency,

protect brand equity, and strengthen our competitive position in an increasingly

omni-channel retail environment.

PRODUCT DESIGN AND DEVELOPMENT

We prioritize design and development to drive product innovation, enhance technological

features and expand our product portfolio. In 2022, 2023, 2024 and the six months ended June

30, 2024 and 2025, our research and development expenses were RMB194.0 million,

RMB200.3 million, RMB288.1 million, RMB111.6 million and RMB106.4 million,

respectively. By integrating digital tools, advanced manufacturing and collaborative

innovation, we aim to enhance our ability to deliver high-quality, differentiated products and

support the sustainable growth of our business.
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Our Design and Development Capabilities

Our design and development team provides us with continuous capacity for innovation,

rapid product iteration and comprehensive quality control. The scale of our team enables us to

efficiently manage multiple projects in parallel, respond quickly to market trends and maintain

a robust pipeline of new product launches. This depth of expertise also supports specialization

across various functions, from material research to fashion design and technical development,

ensuring that we consistently deliver high-quality, differentiated products to our customers.

We have established specialized subsidiaries and platforms focused on textile material

innovation and the study of traditional apparel culture, which support the continuous

advancement of our product portfolio. Our product development is primarily led by our central

merchandising and development department, which coordinates the entire process from

concept to launch. To ensure product quality and compliance, we operate a research center —

HLA Cloud Apparel Laboratory — which is responsible for quality inspection, performance

evaluation and compliance testing of our apparel products. The laboratory also supports

research in textile materials and the integration of traditional Chinese apparel culture into

modern fashion. Through rigorous testing and evaluation, we are able to uphold high standards

of product safety, durability and quality.

In addition, we place strong emphasis on collaborative innovation with our suppliers,

making it a core component of our R&D system. We work closely with key suppliers in the

product development process, including but not limited to the selection and application of new

materials, targeted R&D and performance optimization. By regular communication, we are

able to share sell-through insights with our suppliers, enabling them to flexibly adjust product

designs, optimize production plans and work with us to explore the implementation of new

technologies and processes based on market feedback. For example, during the development of

new products, we actively participate in market research, sample refinement and functional

testing to ensure that the final products precisely meet the needs of our target consumers. For

best-selling items, we collaborate with suppliers to expand production capacity and enhance

quality; for products with a weaker market response, we promptly adjust designs or optimize

inventory structures to reduce supply chain risks.

We also collaborate with leading universities and research institutions, including

Tsinghua University, Donghua University and the China Textile Academy, to jointly establish

R&D centers and innovation platforms. These collaborations bring together academic research

and industrial expertise, ensuring that we remain at the forefront of intelligent manufacturing

and technological progress in the apparel industry.
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Brand Ambassador Program

We have engaged influential celebrities across various fields as our brand ambassadors,

forming a “celebrity-brand-emotion” loop that enhances brand premium and strengthens

emotional connections with consumers. Over the years, HLA has partnered with a diverse

roster of ambassadors whose image and values align with our brand evolution.

In particular, we have collaborated with sports stars, including Olympic champions,

leveraging their credibility and aspirational appeal to connect with both mainstream and

younger audiences. These partnerships are not only about visibility but embody our brand ethos

of confidence, responsibility and vitality, while driving engagement through integrated

campaigns across social media, live events and co-branded collections. This systematic

approach ensures that our ambassador program remains our strategic pillar in reinforcing

emotional resonance and sustaining brand relevance in a dynamic market.

Strategic Brand Engagement Initiatives

We actively implement high-impact cultural and sports initiatives to strengthen brand

influence and consumer engagement. These initiatives are designed to reinforce our positioning

as a trusted national brand while enhancing emotional resonance and cultural relevance. Key

examples include:

• Strategic Media Collaboration. Since 2023, we have been selected for three

consecutive years in CCTV’s “Brand Power Project,” becoming one of the few

apparel brands to receive this distinction. Through participation in flagship

programs and themed broadcasts, we have showcased our brand strength and

cultural heritage to a nationwide audience, reinforcing our positioning as a trusted

national brand. These collaborations have enhanced brand credibility and visibility,

while complementary efforts across mainstream and emerging digital platforms in

order to broaden consumer reach and interactive engagement.

• Sports Event Sponsorship. We continuously sponsor iconic sports events such as the

Wuxi Marathon, providing apparel support and brand exposure. These initiatives

align with health-conscious lifestyles and community engagement, expanding our

reach among active consumers and reinforcing our brand ethos of vitality and

dynamism.

• Naming of Gravity-1 Rocket (“HLA Rocket”). We sponsored and named a

commercial rocket — Gravity-1 Rocket, as part of China’s aerospace

commercialization initiative. The rocket successfully launched in January 2024 and

again in October 2025, placing satellites in orbit and setting records for payload

capacity among solid-fuel and private commercial rockets. This partnership

associated our brand with innovation and exploration, aiming to signal a forward-

looking identity and elevate brand perception beyond apparel into technology and

progress.
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Through these initiatives, we aim to amplify brand visibility and communicate our
mission of cultural heritage and trend leadership with consumers.

Marketing

We implement a comprehensive marketing strategy that combines emotional storytelling,
cultural collaboration and digital engagement to strengthen consumer connection and brand
visibility.

Father’s Day Campaign

Our annual Father’s Day Campaign serves as a cornerstone of emotional marketing. Each
year in June, we launch themed advertising series, such as “Gift for Father,” supported by
integrated online and offline promotional activities across our nationwide sales network and
e-commerce platforms. These campaigns resonate with our identity as a menswear expert,
creating authentic emotional touchpoints that reinforce family values and foster consumer
loyalty. Our representative posters for the father’s day campaign are set forth below:

Our representative posters for the father’s day campaign are set forth below:
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CUSTOMER SERVICES AND PRODUCT RETURN AND EXCHANGE

We believe that high-quality customer service is integral to our brand reputation and

customer satisfaction. Our customer services have been developed and optimized alongside our

product portfolio growth to ensure customers worldwide receive timely and effective support.

Customer Services

We prioritize consumer rights and view them as a core aspect of our responsibilities. Our

service system and evaluation mechanisms are designed to deliver high-quality shopping

experience and reliable after-sales support. Our customer service system is designed to respond

efficiently to inquiries and provide dependable after-sales support. Customers can reach our

service hotline during their shopping journey to acquire in-time assistance. We also offer online

customer support through our official website and mini-programs, where dedicated service

representatives are available daily from 9:00 to 24:00 to respond quickly to any questions or

concerns. If a purchased item has any issues, consumers can visit their nearest store, where

trained staff will provide professional assistance and solutions. To ensure continuous

improvement, we use satisfaction rating mechanism to gather consumer feedback and monitor

service quality. We have also established a structured and traceable process for handling

product quality complaints and inquiries, ensuring that every issue is resolved transparently

and efficiently.

In addition to our core service offerings, we provide complimentary value-added services

such as free hemming, ironing at most of our store locations, helping consumers enjoy a more

personalized and convenient shopping experience.

Product Returns and Exchange

We are committed to providing consumers with a convenient and transparent return and

exchange experience. Our policies vary depending on the sales channel and may be subject to

applicable local laws and platform-specific rules.

For our offline channel, customers may return or exchange products with quality issues

within a specified period in accordance with the return and exchange policies applicable to

each brand.

For our online channel, we generally offer a return period of seven calendar days without

reason to our customers. The applicable return and exchange periods may vary depending on

the relevant local laws and regulations and the policies of the respective e-commerce

platforms.
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During the Track Record Period, the average product return rate was below 8.5%, far

below the apparel industry level, according to Frost & Sullivan. During the Track Record

Period and as of the Latest Practicable Date, we did not encounter any material product recalls,

returns or defects.

Membership Program

We have established a tiered membership program aimed at rewarding consumer loyalty

and enhancing the overall shopping experience. End consumers can join by registering through

our official WeChat account or our self-operated stores on major e-commerce platforms and

receiving an electronic membership card. The program features multiple tiers, with members

advancing based on their spending levels over time. As of June 30, 2025, our brand members

numbered 57.2 million, a large and loyal customer base that forms a solid foundation for our

continued growth. Members can enjoy a range of benefits, including point rewards through

purchases, special birthday rewards, priority shipping, and exclusive member day offers.

SUPPLY CHAIN MANAGEMENT

Our Procurement

During the Track Record Period, we primarily procured garments and fabrics such as

cotton and wool from third-party suppliers in China. We purchase products according to

seasonal plans and regularly restock based on sales data collected from our offline and online

stores. We have implemented standardized procedures for supplier onboarding and

management and coordinate procurement, warehousing and logistics centrally through our

regional distribution centers.

Our procurement strategy is grounded in close collaboration and value sharing with

suppliers, aiming to balance supply stability, inventory efficiency and capital discipline. We

have established two principal types of procurement arrangements depending on brand

characteristics and product categories:

• Returnable procurement arrangements for finished products (for substantially all

products under HLA): we have entered into agreements with suppliers that include

provisions that allow us to return unsold products to suppliers after certain sales

seasons and settle with suppliers based on actual product sell-through on a monthly

basis. Suppliers have access to our sales and inventory data, facilitating timely

replenishment and production planning. This arrangement aligns incentives across

the value chain, enhances capital efficiency and mitigates inventory obsolescence.
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• Non-returnable procurement arrangements (for a small portion of products under
HLA and for products under other brands): products are purchased at agreed prices.
Payments are generally made upon delivery or within agreed credit periods.

The salient terms of our framework agreement with suppliers are set forth below:

• Logistics and Inventory Management. Suppliers are responsible for delivering
products to our designated warehouses or designated store locations. Inventory is
centrally managed through our logistics hubs and distributed to stores according to
demand forecasts derived from sell-through data.

• Transfer of Risks and Ownership of Products. Under both returnable and
non-returnable procurement arrangements, we assume ownership and associated
risks of products upon our warehouse or store intake.

• Payment Terms.

� Under the returnable procurement arrangements, we settle monthly with
suppliers based on actual sell-through. The monthly settlement is made based
on actual sales.

� Under non-returnable procurement arrangements, payments are made in stages,
including an initial payment upon contract effectiveness, a subsequent payment
following delivery and inspection, and the remaining balance within the agreed
timeframe.

• Product Return.

� Under the returnable procurement arrangements, we may return unsold
products to suppliers after certain sales seasons, with all brand tags removed.
The suppliers are responsible for the costs of returning the items. If the
sell-through rate of a specific item is below a certain threshold within one sales
season, or if the customer complaint rate meets a certain threshold, we may
immediately return the products at the supplier’s expense.

� Under the non-returnable procurement arrangement, we may return products
with quality issues to suppliers.

• Quality Warranty. Suppliers must ensure that products meet national or industry
first-class standards and provide inspection reports. If products fail inspection or do
not match the report, we may reject or return the products, with all costs and
liabilities borne by the suppliers.

• Termination. If the supplier is more than 30 days late in delivery, we may terminate
the agreement and reject the goods, with the supplier liable for penalties. In other
breach scenarios, the non-breaching party may terminate the agreement and claim
compensation.
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We maintain a structured supplier management framework to ensure product quality, cost

efficiency and supply chain stability. Suppliers are selected through a qualification process

assessing business credentials, production capacity, quality control systems and regulatory

compliance. We prioritize suppliers with established quality management systems, competitive

pricing capabilities and robust R&D capabilities, particularly those able to respond quickly to

market trends and adopt new technologies or sustainable practices on equal conditions.

Supplier performance is regularly evaluated based on product quality, delivery timeliness,

sales performance, customer complaint rate and contract fulfillment rate. We maintain

long-term and stable relationships with key suppliers to ensure continuity of supply and

consistent product quality. We do not rely on any single supplier and maintain alternative

qualified suppliers for key product categories and materials to mitigate potential supply

disruptions.

During the Track Record Period, we did not encounter any material quality problems or

receive defective products from suppliers, nor did we experience any supply shortages that

materially and adversely affected our business, financial condition or results of operations.

Inventory Management

Our inventories primarily include (i) finished goods, including both returnable and

non-returnable goods and (ii) raw materials, mainly including store fixtures and fabrics and

accessories used in apparel production. As of December 31, 2022, 2023 and 2024 and June 30,

2025, we had inventories of RMB9,455.1 million, RMB9,336.8 million, RMB11,987.0 million

and RMB10,255.1 million, respectively. As of December 31, 2022, 2023 and 2024 and as of

June 30, 2025, the total amount of our inventory under returnable model amounted to

RMB6,209.1 million, RMB7,204.5 million, RMB8,271.4 million and RMB7,103.7 million,

respectively, accounting for 65.7%, 77.2%, 69.0% and 69.3% of total inventory as of the same

dates, respectively.

To enable management and in-time allocation of products across stores, we have

established a centralized inventory mechanism. Our inventory management includes processes

such as random inbound inspection, storage and regular stock checks to ensure records match

physical inventory. Products that fail inbound inspection are returned to suppliers for

reworking, with compensation for losses as specified in contracts. We conduct stock checks on

a regular basis to maintain inventory accuracy and ensure optimal levels are maintained. We

use advanced information systems to replenish stores regularly, ensuring optimal inventory

levels, improving inventory turnover and enhancing responsiveness to demand fluctuations.

During the Track Record Period and up to the Latest Practicable Date, we had not

experienced any material shortages or obsoleteness of inventories.
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Warehousing and Logistics

We operate a logistics center at our headquarters in Jiangyin, Jiangsu, equipped with
advanced warehousing facilities and an SAP enterprise system. As a core enterprise resource
planning (“ERP”) platform, SAP connects store sales, warehouse inventory and supplier
production, enabling effective and visual management of inbound, storage, allocation, picking
and outbound processes. These capabilities improve our inventory control, product turnover
and stockout forecasting, while also providing suppliers with data to support efficient supply
chain operations. Our center receives products from suppliers, coordinates allocation and
distributes goods to stores across the country. By linking the logistics center to each store, we
respond quickly to store replenishment, restocking and returns.

We also partner with multiple third-party logistics providers for transportation from the
logistics center to stores nationwide. We regularly assess logistics partners based on capacity,
network coverage, pricing, management systems and responsiveness. These assessments
influence whether to continue, expand or reduce cooperation. This warehousing and logistics
system supports efficient nationwide distribution, rapid response to store needs and effective
inventory management. During the Track Record Period and up to the Latest Practicable Date,
we have not experienced any material disruption in the delivery of our products or suffered any
loss due to late delivery or mishandling of products by our logistics service providers.

PRODUCTION

Outsourced Production

During the Track Record Period, we primarily partnered with reliable third-party
manufacturers to produce garments, ensuring optimal operational efficiency and maintaining
stringent quality control standards. In 2022, 2023, 2024 and in the six months ended June 30,
2025, our cost of finished apparel procurement amounted to RMB8,613.1 million, RMB9,884.1
million, RMB9,322.0 million, RMB5,029.4 million and RMB4,989.8 million, respectively,
accounting for 85.0%, 86.9%, 84.9%, 86.1% and 83.6% of our costs of sales during the same
periods, respectively. We retain full authority over product attributes, functionality and design,
ensuring that our offerings meet the expectations of our customers. Our efforts focus on
refining key product parameters such as fabric quality, durability, comfort and fitness, aligning
with the preferences and needs of consumers.

When selecting third-party manufacturers, we carefully consider a range of factors,
including price, production capacity, delivery schedules, geographic proximity, financial
stability and reputation. We regularly adjust production volumes among our third-party
manufacturers to avoid over-reliance on any single partner.

See “— Supply Chain Management — Our Procurement” for salient terms of our
outsourced production agreement.

In-house Production

During the Track Record Period, our in-house production focused on garments for our
corporate apparel customization business. Our production bases are located in (i) Jiangyin,
Jiangsu Province, (ii) Luoyang, Henan Province, and (iii) Kaifeng, Henan Province, with a
total gross floor area of approximately 230.1 thousand square meters.
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Our Production Process

The typical production lead time for our products is approximately 30 to 40 days. The

following chart illustrates our production process:

Technical
Preparation
and Material
Procurement

� After receiving an order, we �nalize the technical plan and produce patterns and sample garments.
 All fabrics and accessories are sourced through our ERP system from quali�ed suppliers and 
 inspected in our internal and, when needed, third-party laboratories before use.

Cutting

� Using digital measurement and automated cutting systems, we create precise, individualized patterns.
 Pre-shrunk fabrics are laid and cut automatically using optimized, computer-controlled processes.

Sewing

� Garments are sewn following standardized process sheets that de�ne stitch density, seam width
 and other quality parameters. Our automated sewing lines ensure accuracy, consistency and durability
 across all products.

Pressing and
Finishing

� Each garment undergoes three stages of pressing � initial, intermediate and �nal � to ensure
 proper form and drape. Advanced automated pressing equipment provides a smooth and 
 structured �nish.

Packaging
and Delivery

� Each garment is individually packaged, labeled and protected with standard materials to prevent
 damage during transport. We handle all packaging and delivery to ensure products reach customers
 safely and on time.

Production Equipment

During the Track Record Period, we procured our main production equipment from

established domestic suppliers. This allows us to effectively integrate advanced production

technologies to optimize efficiency and ensure consistent product quality. The major

production equipment used in our manufacturing operations include equipment for design and

pattern making, automated fabric cutting, sewing and embroidery, garment pressing and

finishing, quality inspection and packaging.
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The following table sets forth some details of our major production equipment as of the

Latest Practicable Date:

No. Equipment Name Function Products Manufactured

1 � � � � � Preshrinking Machine Changes the fabric structure through

mechanical deformation of an

elastic blanket combined with moist

heat treatment to reduce the

shrinkage rate of the finished

product. It is a key piece of

equipment in the finishing process

of a continuous dyeing and printing

production line.

Corporate apparel

customization products

2 � � � � � Intelligent Cutting Bed Adopts intelligent cutting control

software for continuous cutting. It

is equipped with a knife control

system and high-quality cutting

control technology to ensure

consistent sizing between upper and

lower pattern pieces. The cutting

bed is also equipped with a rail

lateral movement system, allowing

it to move back and forth

automatically as needed, greatly

improving production efficiency.

Corporate apparel

customization products

3 � � � � � Fusing Machine Used for bonding parts such as front

plackets, waistbands and facings. It

achieves a firm bond between the

fusible interlining and the fabric.

The treated material is flat,

washable and wrinkle-resistant.

Corporate apparel

customization products

4 � � � � � Lockstitch Machine Stably feeds fabric, forming even and

firm stitches by interlacing the

upper and lower threads. Allows for

precise adjustment of stitch length

and thread tension, suitable for

various garment sewing processes.

Corporate apparel

customization products

5 � � � � � 3D Ironing

Equipment/Form

Finishing Equipment

Uses appropriate temperature, pressure

and steam to quickly smooth

wrinkles, precisely shape the

garment, stabilize dimensions and

give the clothing a flat and crisp

texture.

Corporate apparel

customization products
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No. Equipment Name Function Products Manufactured

6 � � � � � Intelligent Hanger System Fully automatic hanging production

line operation. Highly automated

equipment that greatly improves

work efficiency and perfects the

garment production process.

Corporate apparel

customization products

QUALITY CONTROL

We are committed to maintaining the highest standards of quality across our products. By

embedding robust quality management systems into every aspect of our operations, we ensure

our offerings consistently meet regulatory requirements and customer expectations. This

commitment is reflected in our meticulous approach to product design and development,

production and delivery.

Embracing the philosophy of “building on quality and prioritizing standards,” we have

established a comprehensive, full-lifecycle quality management system to ensure product

excellence. To meet the demands of rapid innovation and fabric development, we have

established a robust internal testing mechanism within the HLA Cloud Apparel Lab. The lab

operates its own performance evaluation system, enabling multi-dimensional testing and

validation of new materials. This supports product development with scientific insights and

drives continuous improvement in fabric quality and functionality.

Notably, we actively participate in the formulation and revision of national and industry

standards, reflecting our technical expertise and influence in the field. We co-drafted the

national standard GB22849-2024: Knitted T-Shirts, which officially came into effect on

October 1, 2024. This milestone not only demonstrates our professional capabilities in the

knitted apparel sector but also highlights our commitment to advancing industry

standardization and contributing to the broader development of the textile industry.

Our quality control process includes continuous monitoring and inspections throughout

production. Products undergo a three-tier inspection system: (i) supplier inspection reports

certified by professional agencies; (ii) pre-warehouse sampling and random checks before

market entry; suppliers must meet strict national and internal standards and any products

failing to meet these criteria are rejected; (iii) upon delivery, our quality control team conducts

additional sampling to verify compliance with approved standards. Non-compliant batches are

returned to suppliers, who are held accountable for any disruptions to sales.

OUR MAJOR CUSTOMERS AND SUPPLIERS

During the Track Record Period, our customers primarily included retailers, distributors,

customers of our corporate apparel customization business and individual customers. Revenue

from our five largest customers in each year/period during the Track Record Period was
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RMB817.0 million, RMB865.2 million, RMB1,511.3 million and RMB766.6 million,

respectively, accounting for 4.6%, 4.2%, 7.5% and 6.8% of our total revenue for the respective

year/period. Revenue from our largest customer in each year/period during the Track Record

Period was RMB298.9 million, RMB362.8 million, RMB728.0 million and RMB307.4 million,

respectively, accounting for 1.7%, 1.7%, 3.6% and 2.7% of our total revenue for the respective

year/period.

During the Track Record Period, our suppliers primarily included apparel suppliers and

suppliers of raw materials. Purchases from our five largest suppliers in each year/period during

the Track Record Period were RMB1,592.7 million, RMB1,385.5 million, RMB2,963.9 million

and RMB1,028.0 million, respectively, accounting for 14.4%, 13.7%, 22.2% and 23.8% of our

total purchases for the respective year/period. Purchases from our largest supplier in each

year/period during the Track Record Period were RMB371.5 million, RMB354.3 million,

RMB1,484.7 million and RMB436.4 million, respectively, accounting for 3.4%, 3.5%, 11.1%

and 10.1% of our total purchases for the respective year/period.

As of the Latest Practicable Date, except for one supplier, who is a connected person of

one of our Directors and was our third-largest supplier in 2022, fifth-largest in 2023, and

third-largest in the six months ended June 30, 2025, all of our major customers and suppliers

were Independent Third Parties and none of our Directors, their close associates or any of our

Shareholders (who owned, or to the knowledge of our Directors, had owned more than 5% of

our issued share capital) had any interest in any of our major customers or suppliers in each

year/period during the Track Record Period. Our Directors further confirmed that all of our

transactions with this aforementioned supplier were conducted in the ordinary course of

business under normal commercial terms and on an arm’s length basis.

During the Track Record Period, none of our major customers was also a supplier, and

vice versa.

DIGITAL MANAGEMENT

We have established digitalized operation systems that span supply chain management,

inventory management and logistics management. Through interconnection, our digitalized

systems enable a synchronized flow of information across various operational aspects,

enhancing operational efficiency, providing comprehensive insights across the entire business

spectrum and enabling informed decision making and strategic planning. Empowered by our

ERP system, the key systems and platforms include:

• Product Development Data Center: A centralized data hub supporting design

innovation and trend analysis, enabling rapid product iteration based on real-time

market insights.
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• Retail Operations Decision System: Intelligent analytics tools that monitor store

performance, customer behavior and sales trends, providing actionable insights for

merchandising and pricing strategies.

• Supply Chain Collaboration Platform: Integrated system connecting suppliers,

production facilities and distribution centers to ensure agile replenishment and

minimize lead times.

To strengthen inventory visibility and operational precision, we embed RFID

identification codes into product tags and deploy RFID technology for smart tracking. Using

RFID scanners, store staff can instantly retrieve data on sales volume, inventory levels at stores

and warehouses and product location within stores. This technology not only enables real-time

inventory monitoring and accelerates replenishment response, but also effectively reduces

stock-outs and overstocking, thereby optimizing inventory structure at stores. At the same

time, RFID supports precise product location tracking in stores, thereby enhancing the

customer experience and significantly improving stocktaking efficiency and operational

transparency. Additionally, sales data feedback empowers more accurate marketing and

merchandising strategy adjustments.

Additionally, we are driving the digital transformation of our manufacturing operations

through the HLA Cloud Apparel Smart Factory, which is powered by 5G, AI, IoT and big data.

This platform integrates databases, digital clouds and manufacturing systems to enable process

monitoring, data-driven decision making and automated controls throughout the production

process. Equipped with precision cutting systems, automated sewing machinery and machine

vision for quality inspection, our smart factory supports flexible mass production of corporate

apparel customization orders and rapid turnaround times — garments can be produced in as

little as four days and delivered within seven days.

Our IT team devotes significant efforts to developing and upgrading information systems,

such as E3+, SCM Collaborative Purchasing and Sales, and SAP EWM for warehouse

management, which allow our various departments to function effectively and to facilitate the

collection, management and analysis of data. We will continue to enhance the reliability and

scale of our IT infrastructure to provide support for our various departments and consumers.

During the Track Record Period and up to the Latest Practicable Date, we did not experience

any information technology system failure or downtime that had a material adverse effect on

our business operations.
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DATA PRIVACY AND SECURITY

We collect and maintain certain customer information during the ordinary course of our

business to the extent necessary for the sale and delivery of our products and the provision of

services. The collected information primarily encompasses such as customers’ names, mobile

numbers, transaction records and shipping addresses. The collection of such data facilitates

user registration, order processing, membership management, gift redemption and other

services related to the sale of our products. We have implemented measures to preserve the

confidentiality of such information to ensure regulatory compliance. Specifically, we utilize

encryption methods for both data storage and transmission to safeguard sensitive information

and conduct regular audits to identify and address potential security vulnerabilities. Our

employees receive thorough training on data privacy and security protocols, equipping them

with the knowledge needed to handle data responsibly. Furthermore, we have implemented

strict access controls and monitoring systems to prevent unauthorized access and we have also

applied ISO 27001 for the purpose of information security management and the relevant

management system is certified. Adhering to the principles of least privilege and limited scope,

we restrict database access permissions so that staff at different authorization levels can only

view customer information for a single store or individual member at a time, thereby enhancing

data security and privacy. Additionally, we have established clear incident response protocols

to enable rapid and effective handling of security events, with dedicated teams conducting

investigations, assessments and resolutions based on severity, while also preparing detailed

reports to refine future strategies.

We apply strict safeguards to protect sensitive user data during collection and processing.

Our cloud security framework includes advanced protection measures such as anti-virus,

anti-trojan, anti-ransomware, regular vulnerability patching and the interception of abnormal

attacks. During the Track Record Period and up to the Latest Practicable Date, we did not

experience any material data leakage or data loss. Given that legislation and law enforcement

in the PRC on data privacy and security are still evolving, we will closely monitor further

regulatory developments and take appropriate measures in a timely manner.

INTELLECTUAL PROPERTY

Intellectual property rights are critical to our continued success. As of the Latest

Practicable Date, we maintained a portfolio of 9,408 registered trademarks, 297 copyrights,

346 patents and 76 domain names in the Chinese mainland, and 1,505 trademarks and 24

domain names overseas. See “Appendix VI Statutory and General Information — Further

Information about our Business — Intellectual Property Rights.”
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We rely on a combination of patent, trademark, copyright and other intellectual property

protections laws in the jurisdictions in which we operate, fair trade practices, contractual

arrangements and confidentiality procedures to establish and protect our proprietary

technologies, know-how and other intellectual property rights. Despite our precautions, we

may be subject to risks associated with the alleged infringement of third parties’ intellectual

property rights or the infringement of our intellectual property rights by third parties. See “Risk

Factors — We may face claims or litigation for alleged infringement of third-party intellectual

property rights, which may require significant defense costs and disrupt our normal business

operations.” During the Track Record Period and up to the Latest Practicable Date, we had not

been subject to any material infringement of our intellectual property rights or allegations of

infringement by third parties.

ENVIRONMENTAL, SOCIAL AND CORPORATE GOVERNANCE

Environmental, social and governance (“ESG”) principles are integral to our corporate

philosophy and underpin our sustainable growth and long-term resilience. ESG considerations

are embedded in our daily operations, strategic planning and risk management, guiding how we

create value for all stakeholders. As a leading apparel and lifestyle retail group in China, we

are committed to driving industry progress through responsible business practices, innovation

and a consistent focus on quality. Our ESG strategy is aligned with international frameworks,

including the United Nations Sustainable Development Goals, as well as leading domestic

standards. We are committed to strengthening our environmental performance by promoting

green manufacturing, improving resource efficiency and advancing circular economy

initiatives throughout our value chain. Social responsibility is central to our approach,

demonstrated by our commitment to employee well-being, community engagement and the

provision of high-quality, safe products. Our governance framework is robust and transparent,

ensuring ethical conduct, regulatory compliance and effective risk management. By embedding

ESG at the core of our business, we aim to set industry standards, support sustainable

development and deliver lasting value to our customers, partners, employees, society and the

environment.

ESG Governance

We regard ESG as a core component of our corporate strategy and have established a

robust governance framework to ensure its effective implementation. Oversight and strategic

direction are provided by our Board of Directors, which reviews our ESG strategy, approves

key objectives and monitors progress to ensure alignment with long-term business goals.

Guided by the Board of Directors, our management team leads the execution of ESG initiatives

across all business units, setting targets, communicating expectations and overseeing

performance. Our dedicated ESG working group translates strategic objectives into practical

action plans and embeds ESG principles into daily operations. This three-tier governance

structure ensures clear accountability, effective coordination and the integration of ESG

considerations throughout the organization.
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Climate-Related Risks and Opportunities

Climate-Related Risks

Our operations primarily face physical and transitional risks as a result of climate change:

Physical Risks. Extreme weather events such as heavy rainfall and typhoons can disrupt

logistics, supply chain operations and store operations, damage infrastructure and cause power

outages at production and sales sites. Such events may lead to the temporary suspension of

manufacturing and sales activities, delays in product delivery and increased operational costs

for repairs and contingency measures. Flooding or prolonged adverse weather could also affect

raw material availability and transportation efficiency, creating further challenges for business

continuity.

Transitional Risks. The transition to a low-carbon economy introduces regulatory, market

and operational risks. Stricter environmental regulations and carbon reduction mandates may

increase compliance costs and require significant investment in technology upgrades and

process optimization. Rising energy prices and resource scarcity could impact production costs

and profitability. In addition, failure to meet stakeholder expectations on climate action could

result in reputational damage, affecting brand trust and consumer loyalty.

Climate-Related Opportunities

Climate change and evolving sustainability expectations present significant opportunities

for us to innovate and strengthen our competitive advantage. We are capitalizing on these

opportunities through operational transformation and product innovation.

Advancing Low-Carbon Manufacturing. We have integrated renewable energy solutions

into our operations, including green electricity procurement. These initiatives reduce

greenhouse gas emissions, improve energy resilience and lower long-term operating costs. Our

ISO 14001 environmental management and ISO 50001 energy management certifications

underscore our commitment to sustainable operations.

Reducing Resource Consumption. Through ongoing process optimization and technology

upgrades, we minimize resource use across production and logistics. Initiatives such as steam

heat recovery systems, high-efficiency motors and water-saving dyeing technologies

significantly reduce energy and water consumption while improving operational efficiency.

Promoting the Circular Economy and Sustainable Materials. We embed circular economy

principles into product design and supply chain management. By adopting eco-friendly

materials such as Sorona® bio-based fiber, Tencel™ lyocell and recycled polyester, and

implementing innovative dyeing techniques, such as fruit-based and plant-based dyes, we

reduce our environmental impact and meet the growing consumer demand for sustainable

fashion.
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Strategies for Addressing ESG-Related Risks

We take a structured approach to identifying, assessing, managing and mitigating ESG

and climate-related risks across our operations. Our strategies are integrated into our enterprise

risk management framework and supported by ISO-certified systems for environmental, energy

and occupational health and safety management.

We address ESG risks through (i) systematic risk identification and evaluation to ensure

compliance and anticipate regulatory changes, (ii) strong governance, with the Board of

Directors providing oversight and management monitoring ESG performance and escalating

material issues, and (iii) active stakeholder engagement through investor briefings, supplier

audits and consumer feedback to confirm our ESG priorities and address material topics.

To mitigate risks, we implement targeted measures such as adopting renewable energy,

upgrading to high-efficiency equipment and enforcing supplier compliance with social and

environmental standards. These efforts help us to minimize ESG-related risks, strengthen

resilience and create long-term value for stakeholders.

Metrics and Targets

Our environmental strategy is based on green manufacturing and low-carbon operations,

as outlined in our sustainability roadmap. We are committed to reducing resource consumption

and improving efficiency across our production facilities and office environments. This

commitment is supported by ISO 14001 environmental management and ISO 50001 energy

management certifications, ensuring compliance with international standards and continuous

improvement.

During the Track Record Period, we implemented several initiatives to optimize resource

use, including installing steam heat recovery systems, replacing motors with high-efficiency

models and adopting water-saving dyeing technologies. In addition, we promote green office

practices such as paperless workflows, energy-saving lighting and waste recycling to minimize

our environmental impact.

The following table sets forth our consumption of resources throughout our operation

during the Track Record Period:

Unit

For the year ended December 31,

Six months
ended

June 30,

2022 2023 2024 2025

Electricity � � � � � � � � � MWh 51,254,830 56,937,807 63,277,818 25,595,156
Water� � � � � � � � � � � � � Tons 945,364 873,314 851,741 437,272
Gas � � � � � � � � � � � � � � m3 359,544 629,295 636,981 386,967
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We are committed to reducing our environmental impact by managing water and

electricity use responsibly across all operations. Our targets are to reduce electricity

consumption per unit of production by 3% and water consumption per unit of production by

2% by 2027, compared to the baseline year 2024. We also aim to increase the share of

renewable energy in our total electricity consumption to 25% by 2027.

To achieve these goals, we have implemented an ISO 50001-certified energy management

system and continuously monitor resource use at our major industrial parks. We are upgrading

production equipment for greater efficiency, installing steam heat recovery devices to minimize

waste and expanding the use of solar power and other renewable energy sources in our logistics

parks and production sites. We encourage water conservation by installing water-saving

devices, posting reminders in water-use areas and raising employee awareness. In our offices,

we promote digital practices to reduce paper and energy use and encourage recycling and the

reuse of materials.

Social Responsibility

We recognize that our employees are the foundation of our growth and the cornerstone of

sustainable development. We value each individual’s uniqueness and diverse needs by

cultivating an inclusive and supportive workplace. This commitment is reflected in our strong

protection of labor rights, equal opportunities for employment and advancement, competitive

compensation and benefits, and a work environment that emphasizes safety, health and

well-being.

Labor Rights

We recognize that protecting labor rights is fundamental to our social responsibility and

long-term sustainable development. We are committed to strict compliance with all relevant

labor laws and regulations, ensuring fair recruitment, equal opportunities and a workplace free

from discrimination.

As of June 30, 2025, our workforce totals 26,370 employees, who are distributed across

production, sales, research and development, management and support functions. We are

dedicated to supporting their development and well-being through targeted programs and

initiatives.

We offer competitive compensation and benefits, including base salary, performance

bonuses, annual rewards, subsidies and employee stock ownership plans. We regularly review

our remuneration policies to ensure fairness and market competitiveness.

BUSINESS

– 217 –

THIS DOCUMENT IS IN DRAFT FORM. THE INFORMATION CONTAINED HEREIN IS INCOMPLETE AND IS SUBJECT TO
CHANGE. THIS DOCUMENT MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE
COVER OF THIS DOCUMENT.







We have developed an end-to-end risk management system that encompasses risk

identification, assessment, monitoring and control. This system enables us to detect potential

risks within business processes, evaluate their severity and implement timely control measures

to effectively manage operational risks. Through proactive risk management, we maintain

business resilience and adaptability in a dynamic environment.

In line with our internal control evaluation standards and our internal audit management

policy, our internal control department conducts annual self-assessments to evaluate the design

and operational effectiveness of our internal control systems. These assessments are carried out

independently and objectively. Additionally, we engage third-party institutions to audit our

internal controls, driving the continuous improvement of our internal control framework and

upholding the highest standards of corporate governance.

COMPETITION

China’s apparel industry is highly competitive and remains fragmented, with the top five

players accounting for 10.5% of total market share by revenue. Leading companies compete

across multiple segments and channels, focusing on product quality, pricing discipline, supply

chain efficiency and brand reputation. As consumer preferences shift toward comfort,

functionality and value, brands with strong product development, standardized operations and

integrated digital and physical supply chains are better positioned to capture market

opportunities and drive repeat purchases.

The market is also undergoing structural changes, with a rising share of directly-operated

stores and a shift toward prime commercial districts. Online channels continue to grow in

importance, driven by content engagement and membership programs that enhance conversion

and retention. We compete with both domestic and international brands, some of which may

have greater resources and broader recognition. Nevertheless, our disciplined pricing, robust

product design and dynamic sales network enable us to attract and retain consumers and further

increase our market share.

See “Industry Overview.”

SEASONALITY

The consumption of apparel products is subject to seasonal fluctuations. Our sales are

generally higher in the first and fourth quarters of each year, primarily due to season changes,

traditional holiday shopping periods and new product launches that stimulate consumer

demand. For example, colder weather in the first quarter and year-end festivities typically drive

increased purchases of outerwear and winter collections, while promotional activities and new

arrivals further boost sales. For related risks, see “Risk Factors — Risks Relating to Our

Business and Industry — Our Business is Subject to Seasonality.”
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EMPLOYEES

As of June 30, 2025, we had 26,370 full-time employees located in China. The following

table sets forth a breakdown of our employees by business function as of the same date:

Business Function
Number of
Employees Percentage

Sales and Marketing � � � � � � � � � � � � � � � � � � � � � � � 17,251 65.4%
Production � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � 3,545 13.4%
Administration� � � � � � � � � � � � � � � � � � � � � � � � � � � � 1,889 7.2%
Research and Development � � � � � � � � � � � � � � � � � � 1,283 4.9%
Others � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � 2,402 9.1%

Total � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � 26,370 100.0%

Attracting, retaining and motivating qualified employees is crucial to our success. We

leverage various recruitment channels, including professional recruitment websites, campus

recruitment and employee referrals, to attract top talent. We are dedicated to fostering a fair

and equitable working environment for all our employees. To motivate our workforce, we offer

competitive salaries and comprehensive welfare packages.

We provide extensive training programs for employees at all levels, from entry-level staff

to management. These include induction training for new hires and management skills training

for key personnel in leadership roles. Additionally, we offer regular and specialized training

programs tailored to the specific needs of employees in various departments.

We and one of our subsidiaries have established labor unions that safeguard employees’

rights, support our economic objectives, encourage employee participation in management

decisions and assist in mediating disputes between us and union members. We have maintained

strong relationships with our employees and have not encountered any significant labor

disputes during the Track Record Period.

As required by the laws and regulations in the PRC, we participate in various employee

social security plans that are administered by local governments, including the housing

provident fund, pension insurance, medical insurance, maternity insurance, work-related injury

insurance and unemployment insurance. We are required under PRC laws to make

contributions to employee benefit plans at specified percentages of the salaries, bonuses and

certain allowances of our employees. During the Track Record Period, we did not make social

insurance contributions and housing provident funds for our employees in full as required

under the relevant PRC laws and regulations. See “Risk Factors — Risks Relating to Our

Business and Industry — We may experience increases in labor costs, shortage of labor or

deterioration in labor relations, as well as potential non-compliance with labor-related laws and

regulations in the PRC, all of which could adversely affect our business, financial condition

and results of operations.”
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INSURANCE

We maintain insurance coverage in place for our daily operations. Our principal insurance

policies primarily include social insurance for our employees, property all-risk insurance and

logistics insurance. We believe that we have adequately covered major risks in the jurisdictions

in which we operate and we follow general market practices by not maintaining certain policies

that are not available or required by law in those jurisdictions. See “Risk Factors — Risks

Relating to Our Business and Industry — Our insurance coverage may not be sufficient to

cover all claims related to our business operations.”

We believe that our insurance coverage is deemed sufficient for our business and aligns

with industry standards and market practice. We regularly review and assess our risk portfolio

and make necessary adjustments to our insurance plans to meet our needs and industry

practices. During the Track Record Period and up to the Latest Practicable Date, we did not

have any significant insurance claims related to our business.

PROPERTIES

Our headquarters are located in Jiangsu, China. As of June 30, 2025, none of the

properties held or leased by us had a carrying amount of 15% or more of our consolidated total

assets. According to section 6(2) of the Companies Ordinance (Exemption of Companies and

Prospectuses from Compliance with Provisions) Notice, this Document is exempt from the

requirements of section 342(1)(b) of the Companies (Winding up and Miscellaneous

Provisions) Ordinance to include all interests in land or buildings in a valuation report as

described under paragraph 34(2) of the Third Schedule to the Companies (Winding up and

Miscellaneous Provisions) Ordinance.

Owned Properties

As of June 30, 2025, we owned 11 properties in China with an aggregate gross floor area

of approximately 2,156,506 sq.m., which were primarily used for our warehouses and offices.

As of the Latest Practicable Date, we had obtained the land use right certificates for all of our

owned properties.

Leased Properties

As of June 30, 2025, we leased seven major properties in China, each with a gross floor

area exceeding 1,000 sq.m, with an aggregate gross floor area of approximately 185,605 sq.m.,

which were primarily used for our warehouse, factory and office.

As of June 30, 2025, we also leased 13 properties in Southeast Asia, the Middle East and

Africa, with an aggregate floor area of approximately 2,256.6 sq.m., which were primarily used

for offices and warehouses.
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As of the Latest Practicable Date, six of our major leased properties in China had not

completed the required lease registration with government authorities. These properties were

primarily used for our warehouse, factory and office purpose. As advised by our PRC Legal

Advisor, failure to register these lease agreements does not affect their legal validity. However,

we may be required by the relevant local authorities to complete the registration within a

specified period, and may be subject to fines ranging from RMB1,000 to RMB10,000 per

agreement. The maximum aggregate penalty, if imposed, would be approximately RMB60,000

which our Directors believe would not have any material adverse impact on our business

operations. Based on the foregoing and considering that, as of the Latest Practicable Date, we

had not been required to register these leases by the authorities and had not been penalized for

such non-registration, our Directors are of the view that the non-registration of the lease

agreements will not have any material adverse effect on our business, financial condition or

results of operations.

In addition, the landlord of three of our major leased properties had not provided us with

the complete and valid property ownership certificate as of the Latest Practicable Date. This

property was primarily used for factory and office purpose. As advised by our PRC Legal

Advisor, our leasehold interests may be affected if the lessor do not have the requisite rights

to lease the relevant premise. Taking into account (i) the relatively small proportion of such

property in our overall properties, (ii) as of the Latest Practicable Date, we had not been

required to cease operations due to any third-party challenge to the lessors’ leasehold rights,

nor were we aware of any ongoing litigation, arbitration or other legal disputes in respect of

these leases, and (iii) given the readily replaceable nature of the property due to its standard

usage, our Directors are of the view that the absence of valid title certificates for such leased

properties would not have any material adverse effect on our business, financial condition or

results of operations.

See “Risk Factors — Risks Relating to Our Business and Industry — Failure to complete

lease registration for certain major properties may expose us to administrative penalties,

additional compliance costs and potential operational disruptions.”

LICENSES, PERMITS AND APPROVALS

We are required to obtain various licenses, permits and approvals for our business. As

advised by our PRC Legal Advisor and confirmed by our Directors, save for the matters below,

we have obtained the requisite licenses, permits and approvals from the applicable authorities

that are material to our operations and such licenses, permits and approvals are valid and

subsisting as of the Latest Practicable Date. We renew the licenses, permits and approvals from

time to time to comply with the relevant laws and regulations. We do not expect any material

obstacles in renewing our licenses, permits and approvals required for our operations.
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Fire Safety

As of the Latest Practicable Date, among our directly-operated stores as of June 30, 2025,

(i) 17 stores had not completed the mandatory fire safety filing procedures, and (ii) 18 stores

had not completed the requisite pre-operation fire safety inspection (collectively the “Relevant
Properties”). As advised by our PRC Legal Advisor, failure to complete the fire safety filing

as required under applicable PRC laws and regulations may result in an order for rectification

or a fine of up to RMB5,000 for each store. Furthermore, if a public gathering venue is put into

use or operation without completing the requisite pre-operation fire safety inspection, or if,

upon inspection, the actual use does not conform to the committed standards, the competent

authority may order the suspension of construction, use, or business operations, and a fine

ranging from RMB30,000 to RMB300,000 may be imposed. The failure to complete fire safety

filings and fire safety inspections (together, the “Fire Safety Procedures”) was primarily due

to the landlords’ inability to provide the required fire safety documentation, or other issues

unrelated to the fire safety conditions of our operating premises themselves.

We have engaged a fire safety consultant to conduct fire safety evaluations on each of the

Relevant Properties as an Independent Third Party qualified to conduct such services in

accordance with the relevant PRC laws and regulations. The fire safety consultant is primarily

engaged in the maintenance and inspection of fire safety facilities and fire safety evaluation,

has the relevant qualifications and certificates and has a dedicated inspection team consisting

of certified fire engineers and fire safety specialists with extensive prior work experience in the

maintenance and inspection of fire safety facilities and fire safety evaluation. The fire safety

consultant has conducted a comprehensive review and inspection which was completed by

November 2025. According to the fire safety consultant’s reports, upon inspection at all these

Relevant Properties, (i) the Relevant Properties have never experienced any fire safety

accidents, nor have they faced significant administrative penalties from fire rescue authorities

or been cited for fire safety violations; (ii) the business premises of the Relevant Properties

have been equipped with sufficient fire safety equipment, signage, safe evacuation conditions

and emergency evacuation plans, all of which are in proper working order and do not pose any

major fire hazards; and (iii) all of these premises have complied with the applicable fire safety

laws, regulations and standards to the extent the Fire Safety Procedures for the Relevant

Properties, as the case may be, could be completed.
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BOARD COMMITTEES

Our Board delegates certain responsibilities to various committees. In accordance with

the relevant PRC laws and regulations and the Corporate Governance Code and the Listing

Rules, our Company has formed four Board committees, namely the Strategy Committee, the

Audit Committee, the Nomination committee and the Remuneration and Appraisal Committee.

Strategy Committee

We have established a Strategy Committee with written terms of reference. The Strategy

Committee consists of three Directors, namely Mr. Zhou Lichen, Mr. Gu Dongsheng and Mr.

Xia Ni. Mr. Zhou Lichen serves as the chairperson of the Strategy Committee. The primary

duties of the Strategy Committee include but not limited to advise on, supervise and make

recommendations to our Board on the long-term development strategy and major investments

projects of our Company.

Audit Committee

We have established an Audit Committee with written terms of reference in compliance

with Rule 3.21 of the Listing Rules and the Corporate Governance Code set out in Appendix

C1 to the Listing Rules. The Audit Committee consists of three Directors, namely Ms. Mu

Jiong, Mr. Zhang Zheng and Ms. Zhang Qinxue. Ms. Mu Jiong, being the chairperson of the

Audit Committee, holds the appropriate professional qualifications as required under Rules

3.10(2) and 3.21 of the Listing Rules. The primary duties of the Audit Committee include, but

are not limited to, the following:

• reviewing and evaluating the work of external auditors;

• monitoring and making recommendations concerning the internal audit work of our

Company;

• reviewing and making recommendations concerning the financial reports and its

disclosure of our Company;

• evaluating the effectiveness of internal control work, formulating risk management

strategies, and overseeing risk control and compliance management in material

decisions and business processes;

• ensuring coordination between the management, internal audit department and

relevant departments and external auditors; and

• performing other duties and responsibilities as assigned by our Board.
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Nomination Committee

We have established a Nomination Committee with written terms of reference in

compliance with the Corporate Governance Code set out in Appendix C1 to the Listing Rules.

The Nomination committee consists of three Directors, namely Ms. Mu Jiong, Ms. Zhang

Zheng and Mr. Zhou Lichen. Ms. Mu Jiong serves as the chairperson of the Nomination

committee. The primary duties of the Nomination Committee include, but are not limited to,

the following:

• reviewing and making recommendations to the Board on the composition and

number of our Board as well as the senior management with reference to our

Company’s business activities, asset scale and shareholding structure;

• identifying candidates suitably qualified for directorships and senior management,

and making recommendations to our Board on their appointment;

• reviewing the structure and diversity of the Board;

• assessing and making recommendations on the selection of other senior management

appointed by our Board; and

• performing other duties and responsibilities as assigned by our Board.

Remuneration and Appraisal Committee

We have established a Remuneration and Appraisal Committee with written terms of

reference in compliance with the Corporate Governance Code set out in Appendix C1 to the

Listing Rules. The Remuneration and Appraisal Committee consists of three Directors, namely

Mr. Zhang Zheng, Ms. Mu Jiong and Mr. Qin Minjie. Mr. Zhang Zheng serves as the

chairperson of the Remuneration and Appraisal Committee. The primary duties of the

Remuneration and Appraisal Committee include, but are not limited to, the following:

• reviewing and approving remuneration proposals of our senior management

members in accordance with our Company’s policies and objectives as approved by

our Board from time to time;

• making recommendations to our Board concerning: (1) our Company’s policy and

structure for all Directors’ and senior management remuneration; (ii) the

establishment of a formal and transparent procedure for developing remuneration

policy, including, but not limited to, performance evaluation standards, procedures

and evaluation systems;

• conducting the evaluation on the annual performance of all Directors and senior

management;
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• monitoring remuneration payable to all Directors and senior management;

• reviewing and/or approving matters relating to share schemes under Chapter 17 of
the Listing Rules; and

• performing other duties and responsibilities as assigned by our Board.

REMUNERATION OF DIRECTORS AND SENIOR MANAGEMENT

We offer our executive Directors and senior management members, who are also the
Company’s employees, remuneration in the form of salaries, allowances, performance related
bonuses and pension scheme contributions. Our non-executive Directors and independent
non-executive Directors receive remuneration with reference to their respective positions and
duties, including being a member or the chairperson of Board committees.

For the years ended December 31, 2022, 2023 and 2024 and the six months ended June
30, 2025, the aggregate amount of remuneration paid or payable to our Directors amounted to
approximately RMB6.7 million, RMB7.5 million, RMB7.1 million and RMB1.4 million,
respectively. Under the arrangement currently in force, we estimate the total remuneration
before taxation, including estimated share-based remuneration, to be accrued to our Directors
for the year ending December 31, 2026 to be approximately RMB7.1 million. The actual
remuneration of Directors in 2026 may be different from the expected remuneration.

The five individuals whose emoluments were the highest in the Group include one, one,
one and three Director(s) for the years ended December 31, 2022, 2023 and 2024 and the six
months ended June 30, 2025, respectively. The total emoluments for the remaining non-director
individuals among the five highest paid individuals amounted to approximately RMB7.1
million, RMB5.6 million, RMB6.0 million and RMB2.1 million for the years ended December
31, 2022, 2023 and 2024 and the six months ended June 30, 2025, respectively. Further details
on the remuneration of the five individuals whose emoluments were the highest in the Group
during the Track Record Period are set out in the Accountant’s Report in Appendix I to this
Document.

During the Track Record Period, no remuneration was paid to our Directors or any of the
five highest paid individuals as an inducement to join, or upon joining, our Group. During the
Track Record Period, no compensation was paid to, or receivable by, any of our Directors,
former directors or the five highest paid individuals for the loss of office as director of any
member of our Group or of any other office in connection with the management of the affairs
of any member of our Group. None of our Directors waived any emoluments during the Track
Record Period. Save as disclosed above, no other payments have been paid, or are payable, by
our Company or any of our subsidiaries to our Directors or the five highest paid individuals
during the Track Record Period.

Our Board will review and determine the remuneration and compensation packages of our
Directors and senior management and will, following the [REDACTED], receive
recommendations from our Remuneration and Appraisal Committee which will take into
account salaries paid by comparable companies, time commitment and responsibilities of our
Directors and senior management and the performance of our Group.
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CORPORATE GOVERNANCE

Our Group is committed to achieving high standards of corporate governance with a view

to safeguarding the interests of our Shareholders. To accomplish this goal, our Group complies

or intends to comply with the corporate governance requirements under the Corporate

Governance Code set out in Appendix C1 to the Listing Rules after the [REDACTED].

The roles of chairman of the Board and general manager of the Company are currently

performed by Mr. Zhou Lichen. In view of Mr. Zhou’s substantial contribution to our Group

and his extensive experience, we consider that having Mr. Zhou acting as both our chairman

and general manager will provide strong and consistent leadership to our Group and facilitate

the efficient execution of our business strategies. We consider it is appropriate and beneficial

to our business development and prospects that Mr. Zhou continues to act as both our chairman

and general manager after the [REDACTED], and therefore currently do not propose to

separate the functions of chairman and general manager.

While this would constitute a deviation from Code Provision C.2.1 of Part 2 of the

Corporate Governance Code, the Board believes that this arrangement will not impair the

balance of power and authority between the Board and the management of our Company, given

that: (i) there are sufficient checks and balances in the Board, as a decision to be made by our

Board requires approval by at least a majority of our Directors, and our Board comprises one

non-executive Director and three independent non-executive Directors, which is in compliance

with the requirement under the Hong Kong Listing Rules; (ii) Mr. Zhou and other Directors are

aware of and undertake to fulfill their fiduciary duties as Directors, which require, among other

things, that he/she acts for the benefit and in the best interests of our Group and will make

decisions for our Group accordingly; and (iii) the balance of power and authority is ensured by

the operations of the Board which comprises experienced and high caliber individuals who

meet regularly to discuss issues affecting the operations of our Group. Moreover, the overall

strategic and other key business, financial, and operational policies of our Group are made

collectively after thorough discussion at both Board and senior management levels. The Board

will continue to review the effectiveness of the corporate governance structure of our Group

in order to assess whether separation of the roles of chairman of the Board and general manager

is necessary.

BOARD DIVERSITY POLICY

In order to enhance the effectiveness of our Board and to maintain the high standard of

corporate governance, we have adopted a board diversity policy which sets out the objective

and approach to achieve and maintain diversity of our Board. Pursuant to the board diversity

policy, we seek to achieve Board diversity through the consideration of a number of factors

when selecting the candidates to our Board, including, but not limited to, gender, skills, age,

professional experience, knowledge, cultural background, education background, ethnicity and

length of service. The ultimate decision of the appointment will be based on merit and the

contribution which the selected candidates will bring to our Board.
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Our board currently consists of two female Directors and seven male Directors. Our

Directors have a balanced mix of knowledge and skills, including business management and

strategic development, finance, accounting and corporate governance in addition to industry

experience relevant to our Group’s operations and business. They obtained degrees in various

majors including business administration, accounting, law and economics. This diverse

academic background allows the Board to approach challenges and opportunities from multiple

angles, fostering innovative solutions and comprehensive strategies. We have three

independent non-executive Directors with different industry backgrounds, representing more

than one third of the members of our Board. Furthermore, our Board has a diverse age and

gender representation. Taking into account our existing business model and specific needs as

well as the different background of our Directors, the composition of our Board satisfies our

board diversity policy.

Our Nomination Committee is responsible for reviewing the structure and diversity of the

Board and selecting individuals to be nominated as Directors. After the [REDACTED], our

Nomination committee will monitor and evaluate the implementation of the board diversity

policy from time to time to ensure its continued effectiveness, and, when necessary, make any

revisions that may be required and recommend any such revisions to our Board for

consideration and approval. The Nomination Committee will also include in annual reports a

summary of the board diversity policy, including any measurable objectives set for

implementing the board diversity policy and the progress on achieving these objectives.

CONFIRMATION FROM OUR DIRECTORS

Rule 8.10 of the Listing Rules

Each of our Directors confirms that as of the Latest Practicable Date, he or she did not

have any interest in a business which competes or is likely to compete, either directly or

indirectly, with our Company’s business which would require disclosure under Rule 8.10 of the

Listing Rules.

Rule 3.09D of the Listing Rules

Each of our Directors confirms that he or she (i) has obtained the legal advice referred

to under Rule 3.09D of the Listing Rules on November 13, 2025, and (ii) understands the

requirements under the Listing Rules that are applicable to him or her as a director of a

[REDACTED] issuer under the Listing Rules and the possible consequences of making a false

declaration or giving false information to the Stock Exchange.
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Rule 3.13 of the Listing Rules

Each of the independent non-executive Directors has confirmed (i) his/her independence

as regards each of the factors referred to in Rules 3.13(1) to (8) of the Listing Rules, (ii) he/she

has no past or present financial or other interest in the business of the Company or its

subsidiaries or any connection with any core connected person of the Company under the

Listing Rules as of the Latest Practicable Date and (iii) that there are no other factors that may

affect his/her independence at the time of his/her appointment.

COMPLIANCE ADVISOR

We have appointed Ignite Capital (Asia Pacific) Limited as our Compliance Advisor

pursuant to Rules 3A.19 of the Listing Rules. The Compliance Advisor will provide us with

guidance and advice as to compliance with the Listing Rules and other applicable laws, rules,

codes and guidelines. Pursuant to Rule 3A.23 of the Listing Rules, the Compliance Advisor

will advise our Company in certain circumstances, including:

(a) before the publication of any regulatory announcement, circular or financial report;

(b) where a transaction, which might be a notifiable or connected transaction is

contemplated, including share issues and share repurchases;

(c) where we propose to use the [REDACTED] of the [REDACTED] in a manner

different from that detailed in this Document or where our business activities,

developments or results deviate from any forecast, estimate or other information in

this Document; and

(d) where the Hong Kong Stock Exchange makes an inquiry to our Company regarding

unusual movements in the price or trading volume of its [REDACTED] securities

or any other matters in accordance with Rule 13.10 of the Listing Rules.

Pursuant to Rule 3A.24 of the Listing Rules, the Compliance Advisor will, on a timely

basis, inform our Company of any amendment or supplement to the Listing Rules that are

announced by the Hong Kong Stock Exchange. The Compliance Advisor will also inform our

Company of any new or amended law, regulation or code in Hong Kong applicable to us, and

advise us on the continuing requirements under the Listing Rules and applicable laws and

regulations.

The term of the appointment of our Compliance Advisor will commence on the

[REDACTED] and is expected to end on the date on which our Company complies with Rule

13.46 of the Listing Rules in respect of our financial results for the first full financial year

commencing after the [REDACTED].
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OUR CONTROLLING SHAREHOLDERS GROUP

As of the Latest Practicable Date, our Company was directly held as to approximately

36.77% by Heilan Group and approximately 23.06% by Glow Land, among which, (i) Heilan

Group was wholly owned by Heilan Investment, which was held as to 28.00% by Mr. Zhou

Jianping, 27.00% by Mr. Zhou Lichen and 5.90% by Ms. Zhou Yanqi, respectively. Mr. Zhou

Jianping is the father of Mr. Zhou Lichen and Ms. Zhou Yanqi. Mr. Zhou Jianping and Mr. Zhou

Lichen have also entered into the Concert Party Arrangement to act in concert in respect of

business and management decisions of Heilan Investment and our Company, which will remain

effective after the [REDACTED]; and (ii) Glow Land was wholly owned by Ms. Zhou Yanqi.

In addition, Mr. Zhou Jianping and Mr. Zhou Lichen also directly held approximately 0.18%

and 0.12% of the issued share capital of our Company, respectively.

As such, as of the Latest Practicable Date, Mr. Zhou Jianping, Mr. Zhou Lichen, Ms. Zhou

Yanqi, Heilan Investment, Heilan Group and Glow Land collectively controlled approximately

60.13% of our total share capital and therefore constitute a group of Controlling Shareholders

of our Company. See the sections headed “History, Development and Corporate Structure” and

“Substantial Shareholders” for further details of our group of Controlling Shareholders and

their relationship.

Immediately following the completion of the [REDACTED] (assuming the

[REDACTED] is not exercised and no other changes are made to the issued share capital of

our Company between the Latest Practicable Date and the [REDACTED]), Mr. Zhou Jianping,

Mr. Zhou Lichen, Ms. Zhou Yanqi, Heilan Investment, Heilan Group and Glow Land are

expected to, directly and indirectly, control approximately [REDACTED]% of our enlarged

share capital. Accordingly, Mr. Zhou Jianping, Mr. Zhou Lichen, Ms. Zhou Yanqi, Heilan

Investment, Heilan Group and Glow Land will remain as our Controlling Shareholders Group

upon the [REDACTED].

CLEAR BUSINESS DELINEATION

Our Business

We are a leading branded apparel group in China, distinguished by a diversified brand

portfolio, an extensive supply chain network and strong channel integration capabilities.

The Business of our Controlling Shareholders Group

Apart from the business of our Group, our Controlling Shareholders Group also controls

companies which engage in, among others, investment holding, culture, sports and tourism,

business management and integrated energy services.

In light of above, our Directors are of the view that there is a clear delineation between

the businesses operated by our Controlling Shareholders Group and our Group.
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Each member of our Controlling Shareholders Group has confirmed that it/he/she does

not have any interests in any business (apart from the business of our Group) that competes or

is likely to compete, directly or indirectly, with our principal business, which is required to be

disclosed under Rule 8.10 of the Listing Rules.

NON-COMPETE UNDERTAKINGS

In connection with the Material Asset Restructuring, each of Mr. Zhou Jianping, Ms. Zhou

Yanqi, Heilan Investment, Heilan Group and Glow Land (being then actual controller and

parties acting in concert under applicable A-share listing rules) has executed a non-competition

undertaking on, pursuant to which each of them undertakes, among others, that:

(a) none of Mr. Zhou Jianping, Ms. Zhou Yanqi, Heilan Investment, Heilan Group and

Glow Land or their controlled entities had directly or indirectly engaged in any

business that competes with the main business of the Company, nor will they, solely

or jointly with other parties, in any way (including but not limited to investment,

merger, joint venture, partnership, cooperation, contracted or leased operation, or

subscribing any shares or equity in enterprises) directly or indirectly engage in any

business that competes with the main business of the Company;

(b) if in the future, any business opportunities obtained by each of Mr. Zhou Jianping,

Ms. Zhou Yanqi, Heilan Investment, Heilan Group, Glow Land or their controlled

entities competes or is likely to compete with the main business of the Company, Mr.

Zhou Jianping, Ms. Zhou Yanqi, Heilan Investment, Heilan Group and Glow Land

will promptly notify the Company to give the Company or its subsidiaries an option

to acquire such business opportunities, and if the Company or its subsidiaries choose

to undertake such business opportunities, none of Mr. Zhou Jianping, Ms. Zhou

Yanqi, Heilan Investment, Heilan Group and Glow Land or their controlled entities

will engage in such business, and each of them will provide all necessary assistance

for the Company to fulfill its disclosure obligations in accordance with relevant

laws, regulations, rules, and regulatory requirements;

(c) if in the future, any opportunities for acquiring enterprises engaging in the business

that competes or is likely to compete with the main business of the Company is

obtained by Mr. Zhou Jianping, Ms. Zhou Yanqi, Heilan Investment, Heilan Group

and Glow Land, they will promptly notify the Company to give the Company or its

subsidiaries an option to acquire such enterprises, and if the Company or its

subsidiaries choose to acquire such enterprises, Mr. Zhou Jianping, Ms. Zhou Yanqi,

Heilan Investment, Heilan Group, Glow Land and their controlled entities will give

up the opportunities, and each of them will provide all necessary assistance for the

Company to fulfill its disclosure obligations in accordance with relevant laws,

regulations, rules, and regulatory requirements;
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(d) if the Company and its subsidiaries give up the business or acquisition opportunities

set out in (b) and (c) above, and if Mr. Zhou Jianping, Ms. Zhou Yanqi, Heilan

Investment, Heilan Group, Glow Land or their controlled entities subsequently

engage in the business competes or is likely to compete with the main business of

the Company arising from such opportunities, the Company and its subsidiaries shall

have the right to acquire any equity, assets, and other interests in such competing

business from Mr. Zhou Jianping, Ms. Zhou Yanqi, Heilan Investment, Heilan

Group, Glow Land or their controlled entities at any time, either at one time or in

installments, or to choose to control the competing business by way of entrustment,

lease, or contracted operation from Mr. Zhou Jianping, Ms. Zhou Yanqi, Heilan

Investment, Heilan Group, Glow Land or their controlled entities in a manner

permitted by applicable laws and regulations;

(e) if Mr. Zhou Jianping, Ms. Zhou Yanqi, Heilan Investment, Heilan Group, Glow Land

or their controlled entities propose to transfer, sell, lease, license, or otherwise

dispose of the assets and business that directly or indirectly competes or is likely to

compete with the main business of the Company, Mr. Zhou Jianping, Ms. Zhou

Yanqi, Heilan Investment, Heilan Group, Glow Land or their controlled entities will

give the Company and its subsidiaries a pre-emptive right to acquire such assets or

business;

(f) none of Mr. Zhou Jianping, Ms. Zhou Yanqi, Heilan Investment, Heilan Group and

Glow Land will make use of their positions as the actual controller or controlling

shareholder of the Company to harm the interests of the Company and other

Shareholders; and

(g) each of Mr. Zhou Jianping, Ms. Zhou Yanqi, Heilan Investment, Heilan Group and

Glow Land agreed to, in the event that it/he/she breaches the above undertakings and

causes loss to the Company, bear all corresponding losses suffered by the Company.

INDEPENDENCE FROM OUR CONTROLLING SHAREHOLDERS

Our Directors consider that we are capable of carrying on our business independently

from our Controlling Shareholders Group and their respective close associates after the

[REDACTED], taking into consideration the factors below.

Management Independence

Our business is managed and conducted by our Board and senior management. Upon

[REDACTED], our Board will consist of nine Directors, comprising five executive Directors,

one non-executive Director and three independent non-executive Directors. For more details,

see “Directors and Senior Management”.
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Our Directors consider that we are able to carry on our business independently from our

Controlling Shareholders Group and their respective close associates from a management

perspective for the following reasons:

(a) save as Mr. Zhou Lichen serving as the chairman of the board of directors of Heilan

Group and Heilan Investment and a director of several investment holding

companies controlled by Heilan Group and Heilan Investment, none of our other

Directors and senior management members hold any position in our Controlling

Shareholders Group or their respective close associates, and are capable to

contribute sufficient time and efforts to manage the daily operations of our Group;

(b) our daily management and operations are carried out by a senior management team,

all of whom have substantial experience in the industry in which our Company is

engaged, and will therefore be able to make business decisions that are in the best

interests of our Group;

(c) each Director is aware of his/her fiduciary duties as a director which require, among

other things, that he/she acts for the benefit and in the interest of our Company and

does not allow any conflict between his/her duties as our Director and his/her

personal interests. In the event that there is a potential conflict of interest arising out

of any transaction to be entered into between our Group and a Director and/or

his/her associate, he/she is required to declare the nature of such interest before

voting at the relevant Board meetings of our Company in respect of such

transactions and the interested Director shall abstain from voting and shall not be

counted towards the quorum for the voting;

(d) we have appointed three independent non-executive Directors with extensive

experience in their respective areas of expertise to ensure that the decisions of our

Board are made after due consideration of independent and impartial opinions and

in the best interests of our Company and our Shareholders as a whole. Certain

matters of our Company must always be referred to the independent non-executive

Directors for review and approval; and

(e) our Company is an A-share listed company and has adopted a series of corporate

governance measures to manage conflicts of interest, if any, between our Group and

our Controlling Shareholders Group which would support our independent

management. See “— Corporate Governance” below for details.

Based on the above, our Directors believe that our Board as a whole and together with our

senior management are able to perform the managerial role in our Group independently from

our Controlling Shareholders Group and their respective close associates after the

[REDACTED].
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Operational Independence

We do not rely on our Controlling Shareholders Group and their respective close

associates for our daily operations. We have our own organizational structure with self-

governing departments specializing in various aspects in relation to our business development,

including but not limited to sales and marketing, financing, human resources, administration,

internal audit and legal and compliance which have been in operation and are expected to

continue to operate separately and independently from our Controlling Shareholders Group and

their respective close associates. In addition, we have our own headcount of employees for our

operations and management for human resources. We also maintain a set of comprehensive

internal control procedures to facilitate the effective operation of our businesses.

We have independent access to suppliers and customers and an independent management

team to handle our day-to-day operations. We also have sufficient capital, facilities, equipment

and employees, administrative and corporate governance infrastructure, to operate the business

independently. We are also in possession of all relevant licenses, certificates, facilities,

intellectual property rights and approvals and permits from the relevant regulatory authorities

necessary to carry on and operate our principal businesses and we have sufficient operational

capacity in terms of capital and employees to operate independently.

We entered into certain continuing connected transactions with our Controlling

Shareholders Group and/or their respective associates. See section headed “Connected

Transactions” for more details. Considering that the amounts of the relevant transactions

during the Track Record Period are not significant to our Group, all such transactions will be

conducted on arm’s length and on normal commercial terms in the ordinary and usual course

of business of our Group in accordance with the requirements under Chapter 14A of the Listing

Rules, and the pricing policy of our Group and our connected persons will not be prejudicial

to the interests of any of the parties, our Directors believe that such transactions will not affect

the operational independence of our Group as a whole.

Based on the above, our Directors believe that we are able to operate independently of our

Controlling Shareholders Group and their respective close associates.

Financial Independence

We have an independent financial system and make financial decisions according to our

Group’s own business needs. We have our own internal control and accounting systems and an

independent finance department in charge of our treasury function and making financial

decisions independently based on our Group’s needs. Our Company maintains bank accounts

independently and does not share any bank account with our Controlling Shareholders Group.

Our Company makes tax registration and pays tax independently with its own funds. As such,

our Company’s financial functions, such as cash and accounting management, invoices and

bills, operate independently from our Controlling Shareholders Group and their respective

close associates. We do not rely on our Controlling Shareholders Group and their respective

close associates for financing.
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As of the Latest Practicable Date, Heilan Group has provided a guarantee (the

“Connected Guarantee”) in the amount of RMB800 million in respect of a retail sales

agreement entered into by Spoz Brand Management, a subsidiary of our Company, and a

business counterparty which is a renowned multi-national manufacturer and retailer of

sportswear and related commodities (the “Business Partner”). The Connected Guarantee, as

required by the Business Partner, is provided as security for the due contractual performance

of Spoz Brand Management in its ordinary course of business.

Notwithstanding the Connected Guarantee, we are capable of settling the Connected

Guarantee in event of any default by Spoz Brand Management. We have maintained a robust

cash position. As of September 30, 2025, we have cash and cash equivalent in the amount of

approximately RMB5,068.1 million, which is significantly more than the amount of the

Connected Guarantee. As of September 30, 2025, we had no outstanding loans and borrowings.

We are also capable of obtaining financing from Independent Third Parties, if necessary,

without relying on any guarantee or security provided by our Controlling Shareholders Group

or their respective associates. Therefore, our Directors believe that we are capable of carrying

on our business independently from our Controlling Shareholders Group and their respective

close associates from a financial perspective and are able to maintain financial independence

from, and do not place undue reliance on our Controlling Shareholders Group and their

respective close associates after the [REDACTED].

Save as disclosed above, as of the Latest Practicable Date, there were no outstanding

loans or guarantee provided by or granted to our Controlling Shareholders Group or their

respective associates to facilitate our financings.

Based on the above, our Directors believe that we are capable of carrying on our business

independently from, and do not place undue reliance on our Controlling Shareholders Group

and their respective close associates after the [REDACTED].

CORPORATE GOVERNANCE

Our Company and Directors are committed to upholding and implementing good

corporate governance and recognize the importance of protecting the rights and interests of all

Shareholders, including the rights and interests of our minority Shareholders. Our Company

will comply with the provisions of the Corporate Governance Code in Appendix C1 to the

Listing Rules (the “Corporate Governance Code”), which sets out principles of good

corporate governance.

RELATIONSHIP WITH OUR CONTROLLING SHAREHOLDERS GROUP

– 247 –

THIS DOCUMENT IS IN DRAFT FORM. THE INFORMATION CONTAINED HEREIN IS INCOMPLETE AND IS SUBJECT TO
CHANGE. THIS DOCUMENT MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE
COVER OF THIS DOCUMENT.



We would adopt the following measures to safeguard good corporate governance

standards and to avoid potential conflict of interests between our Group and our Controlling

Shareholders Group and their respective close associates:

(a) where a Shareholders’ meeting is to be held for considering proposed transactions

in which our Controlling Shareholders Group and/or their respective close

associates has a material interest, our Controlling Shareholders Group and/or their

respective close associates will abstain from voting on the resolutions and shall not

be counted in the quorum in the voting;

(b) in accordance with our Articles of Association which will come into effect upon

[REDACTED], among others, a Director shall abstain from voting on any

resolution approving any contract, transaction or arrangement in which such

Director or any of his/her close associates has a material interest nor shall such

Director be counted in the quorum present at the Board meeting;

(c) our Company has established internal control mechanisms to identify connected

transactions. Upon the [REDACTED], if our Group enters into connected

transactions with our Controlling Shareholders Group and their respective close

associates, we will comply with the applicable Listing Rules;

(d) we are committed that our Board shall include a balanced composition of executive

Directors and non-executive Directors (including independent non-executive

Directors). We have appointed three independent non-executive Directors, and we

believe our independent non-executive Directors (i) possess sufficient experiences,

(ii) are free of any business or other relationship which could interfere with the

exercise of their independent judgment in any material manner, and (iii) will be able

to provide an impartial and external opinion to protect the interests of our

Shareholders as a whole. See the section headed “Directors and Senior

Management” for details of the independent non-executive Directors;

(e) where our Directors reasonably request the advice of independent professionals or

advisors, such as financial advisors, valuers or legal advisors, the appointment of

such independent professionals or advisors will be made at our Company’s

expenses;

(f) we have appointed Ignite Capital (Asia Pacific) Limited as our Compliance Advisor

to provide us with advice and guidance in respect of compliance with the applicable

laws and regulations and the Listing Rules, including various requirements relating

to Directors’ duties and corporate governance; and

(g) we have established our Strategy Committee, Audit Committee, Remuneration and

Appraisal Committee and Nomination Committee with written terms of reference in

compliance with the Listing Rules and the Corporate Governance Code.
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Based on the above, our Directors are satisfied that sufficient corporate governance

measures have been put in place to manage conflicts of interest between our Group and our

Controlling Shareholders Group, and to protect minority Shareholders’ interests after the

[REDACTED].
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SUMMARY OF OUR CONNECTED TRANSACTIONS

No. Nature of Transaction Counterparty
Applicable

Listing Rule Waiver sought

Fully exempt Continuing Connected Transactions
1 � � � � Sales of apparel by our

Group to Heilan

Investment and its

associates

Heilan Investment

and its

associates

14A.76(1) N/A

2 � � � � Leasing of properties by

our Group to Heilan

Investment and its

associates

Heilan Investment

and its

associates

14A.76(1) N/A

3 � � � � Procurement of apparel

by our Group from

Jiangyin Aijutu

Jiangyin Aijutu 14A.76(1) N/A

4 � � � � Leasing of properties by

our Group to Jiangyin

Aijutu

Jiangyin Aijutu 14A.76(1) N/A

5 � � � � Procurement of catering

and accommodation

services by our Group

from Jiangyin Taoyuan

Shanzhuang

Jiangyin Taoyuan

Shanzhuang

14A.76(1) N/A

6 � � � � Procurement of catering

and accommodation

services by our Group

from Jiangyin New

Ma’erdao

Jiangyin New

Ma’erdao

14A.76(1) N/A

Partially exempt Continuing Connected Transactions
7 � � � � Procurement of utilities

and catering and

accommodation

services by our Group

from Heilan Investment

and its associates

Heilan Investment

and its

associates

14A.35,

14A.76(2)

and 14A.105

Announcement

requirement

8 � � � � Leasing of properties by

our Group from Heilan

Investment and its

associates

Heilan Investment

and its

associates

14A.35,

14A.76(2)

and 14A.105

Announcement

requirement
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FULLY EXEMPT CONTINUING CONNECTED TRANSACTIONS

1. Sales of apparel to Heilan Investment and its associates

During the Track Record Period, Heilan Investment and its associates have been

purchasing apparel from our Group for their internal use from time to time, which is expected

to continue after [REDACTED]. The sale price is the market price of such apparel.

The sales of apparel to Heilan Investment and its associates has been conducted in the

ordinary and usual course of business and on normal commercial terms or better, and the

applicable percentage ratios calculated under Chapter 14A of the Listing Rules will be less than

0.1%. Therefore, such transactions will be fully exempt from all of the reporting, annual

review, announcement, circular and independent shareholders’ approval requirements under

Chapter 14A of the Listing Rules pursuant to Rule 14A.76(1) of the Listing Rules.

2. Leasing of properties to Heilan Investment and its associates

During the Track Record Period, our Group has been leasing certain properties to Heilan

Investment and its associates, which is expected to continue after [REDACTED]. The rents are

determined on normal commercial terms after arm’s length negotiations between both parties

and with reference to the prevailing market rents of similar properties in the same or nearby

area or similar locations and the conditions of the properties, which shall be in the best interests

of our Company and our Shareholders as a whole. The other fees, including but not limited to

water, sewage, and electricity charges, during the leasing term are at the prices prescribed by

the government.

The leasing of properties to Heilan Investment and its associates has been conducted in

the ordinary and usual course of business and on normal commercial terms or better, and the

applicable percentage ratios calculated under Chapter 14A of the Listing Rules will be less than

0.1%. Therefore, the leasing of properties to Heilan Investment and its associates will be fully

exempt from all of the reporting, annual review, announcement, circular and independent

shareholders’ approval requirements under Chapter 14A of the Listing Rules pursuant to Rule

14A.76(1) of the Listing Rules.

3. Procurement of apparel from Jiangyin Aijutu

During the Track Record Period, our Group has been procuring certain apparel from

Jiangyin Aijutu from time to time, which is expected to continue after [REDACTED]. The

consideration for the procurement was determined after arm’s length negotiations between our

Group and Jiangyin Aijutu, with reference to, among other things, the market price of such

apparel.
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The procurement of apparel from Jiangyin Aijutu has been conducted in the ordinary and

usual course of business and on normal commercial terms or better, and the applicable

percentage ratios calculated under Chapter 14A of the Listing Rules will be less than 0.1%.

Therefore, such transactions will be fully exempt from all of the reporting, annual review,

announcement, circular and independent shareholders’ approval requirements under Chapter

14A of the Listing Rules pursuant to Rule 14A.76(1) of the Listing Rules.

4. Leasing of properties to Jiangyin Aijutu

During the Track Record Period, our Group has been leasing certain properties to Jiangyin

Aijutu, which is expected to continue after [REDACTED]. The rents are determined on normal

commercial terms after arm’s length negotiations between both parties and with reference to

the prevailing market rents of similar properties in the same or nearby area or similar locations

and the conditions of the properties, which shall be in the best interests of our Company and

our Shareholders as a whole. The other fees, including water, sewage, and electricity charges,

during the leasing term are at the prices prescribed by the government.

The leasing of properties to Jiangyin Aijutu has been conducted in the ordinary and usual

course of business and on normal commercial terms or better, and the applicable percentage

ratios calculated under Chapter 14A of the Listing Rules will be less than 0.1%. Therefore,

such transactions will be fully exempt from all of the reporting, annual review, announcement,

circular and independent shareholders’ approval requirements under Chapter 14A of the Listing

Rules pursuant to Rule 14A.76(1) of the Listing Rules.

5. Procurement of catering and accommodation services from Jiangyin Taoyuan
Shanzhuang

During the Track Record Period, our Group has been procuring catering and

accommodation services from Jiangyin Taoyuan Shanzhuang, which is expected to continue

after [REDACTED]. The consideration was determined after arm’s length negotiations

between our Group and Jiangyin Taoyuan Shanzhuang, with reference to, among other things,

the market price of such services, and shall not be less favorable than those offered by Jiangyin

Taoyuan Shanzhuang to Independent Third Parties.

The procurement of catering and accommodation services from Jiangyin Taoyuan

Shanzhuang has been conducted in the ordinary and usual course of business and on normal

commercial terms or better, and the applicable percentage ratios calculated under Chapter 14A

of the Listing Rules will be less than 0.1%. Therefore, such transactions will be fully exempt

from all of the reporting, annual review, announcement, circular and independent shareholders’

approval requirements under Chapter 14A of the Listing Rules pursuant to Rule 14A.76(1) of

the Listing Rules.
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6. Procurement of catering and accommodation services from Jiangyin New Ma’erdao

During the Track Record Period, our Company has procured catering and accommodation

services from Jiangyin New Ma’erdao, which is expected to continue after [REDACTED]. The

consideration was determined after arm’s length negotiations between our Group and Jiangyin

New Ma’erdao, with reference to, among other things, the market price of such services, and

shall not be less favorable than those offered by Jiangyin New Ma’erdao to Independent Third

Parties.

The procurement of catering and accommodation services from Jiangyin New Ma’erdao

has been conducted in the ordinary and usual course of business and on normal commercial

terms or better, and the applicable percentage ratios calculated under Chapter 14A of the

Listing Rules will be less than 0.1%. Therefore, such transactions will be fully exempt from

all of the reporting, annual review, announcement, circular and independent shareholders’

approval requirements under Chapter 14A of the Listing Rules pursuant to Rule 14A.76(1) of

the Listing Rules.

PARTIALLY EXEMPT CONTINUING CONNECTED TRANSACTIONS

7. Procurement of utilities and catering and accommodation services from Heilan
Investment and its associates

Parties

Our Company; and

Heilan Investment

Principal terms

On [�], we entered into a framework agreement with Heilan Investment

(“Procurement of Utilities and Services Framework Agreement”), pursuant to which,

our Group would procure from Heilan Investment and/or its associates certain utilities

(including but not limited to electricity, water and sewage) and catering and

accommodation services, as we may require from time to time.

The term of the Procurement of Utilities and Services Framework Agreement is

three years from the [REDACTED] to December 31, 2028, subject to renewal upon the

mutual agreement of both parties thereto. Both parties or their respective

subsidiaries/associates will enter into separate underlying agreements which will set out

the specific terms and conditions for the procurement of utilities and services according

to the principles provided in the Procurement of Utilities and Services Framework

Agreement.
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Pricing terms

Subject to the different nature of utilities and services procured by the Group, the

pricing terms include the following:

a. as to utilities, the applicable government-prescribed prices should apply; and

b. as to catering and accommodation services, the price should be determined

after arm’s length negotiations between our Group and Heilan Investment

and/or its associates, with reference to, among other things, the market price of

such services, and shall not be less favorable than those offered by Heilan

Investment and/or its associates to Independent Third Parties.

Reasons for the transaction

We have been procuring utilities and catering and accommodation services from

Heilan Investment and/or its associates in the ordinary and usual course of our business

for many years. As to the procurement of utilities, certain premises now owned by our

Group were developed by Heilan Investment, and Heilan Investment currently holds the

ownership of the metering devices of such premises. Accordingly, our Group would pay

the utilities charges actually incurred after the underlying settlement by Heilan

Investment and/or its associates to the government. As to the procurement of catering and

accommodation services, Hotels and catering premises of Heilan Investment and/or its

associates are located near our Company and are able to provide better facilities and

services compared to nearby hotels and catering premises owned by Independent Third

Parties. In addition, with a view to enhancing energy conservation and reducing

emissions, we commenced procuring green electricity from the licensed associate of

Heilan Investment since 2025.

Historical amounts

Set out below are the historical transaction amounts for the abovementioned

transactions during the Track Record Period:

Year ended December 31,

For the six
months ended

June 30,

2022 2023 2024 2025

(RMB in millions)

(unaudited,
RMB in
millions)

Fees paid by our Group

to Heilan Investment

and/or its associates � 22.0 22.8 19.3 8.0
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Annual caps

The following table sets forth the proposed annual caps for the annual transaction

amounts payable by us to Heilan Investment and/or its associates under the Procurement

of Utilities and Services Framework Agreement:

Year ending December 31,

2026 2027 2028

(RMB in millions)

Fees to be paid by our Group to

Heilan Investment and/or its

associates � � � � � � � � � � � � � � � � � 35 35 35

The proposed annual caps are determined based on:

(i) the historical transaction amounts for the abovementioned transactions during

the Track Record Period;

(ii) the estimated demand of the utilities and services provided by Heilan

Investment and its associates for the three years ending December 31, 2028;

and

(iii) the estimated consumption amount of green electricity of our Group for the

three years ending December 31, 2028.

8. Leasing of properties by our Group from Heilan Investment and its associates

Parties

Our Company; and

Heilan Investment

Subject matter

On [�], we entered into a property lease framework agreement with Heilan

Investment (the “Property Lease Framework Agreement”), pursuant to which our

Group (as lessee) would, from time to time, lease properties (including both long-term

and short-term leases) from Heilan Investment and/or its associates (as lessor) for store

operation and office purposes as well as purchase ancillary property services, for which

the lessee will pay rent (including both fixed rent and variable rent) and service fees to

lessor.
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Term

The term of the Property Lease Framework Agreement is three years from the
[REDACTED] to December 31, 2028 (both days inclusive), subject to renewal upon the
mutual agreement of both parties thereto.

Both parties or their respective subsidiaries/associates will, in the ordinary and usual
course of business, enter into separate underlying agreements setting out the specific
terms and conditions for the property lease according to the principles provided in the
Property Lease Framework Agreement. For the avoidance of doubt, all specific
agreements entered into prior to the date of the Property Lease Framework Agreement (to
the extent which cover leases which will continue to be in force after the [REDACTED])
shall be treated as specific agreements made pursuant to the Property Lease Framework
Agreement as from the [REDACTED]. If there is any conflict between any provision of
a specific agreement and the relevant provision(s) of the Property Lease Framework
Agreement, the provision(s) of the Property Lease Framework Agreement shall prevail.

Pricing terms

A. Rents:

The rent to be paid by the Group to Heilan Investment and/or its associates in
respect of the property lease transactions contemplated under Property Lease Framework
Agreement may include either one or a combination of the followings, and shall be on
normal or more favourable commercial terms and in the best interests of our Company
and our Shareholders as a whole:

1. Fix rent: a fixed amount of rent during the term of lease to be determined by
the relevant parties through arm’s length negotiation with reference to the
prevailing market rents of similar properties in the same or nearby area or
similar locations, taking into account the conditions of the properties; and/or

2. Turnover rent: a turnover rent calculated by a fixed ratio of the relevant store’s
monthly revenue (before tax), inclusive of property management charges but
exclusive of public utility fees (such as water and electricity charges). The
fixed ratio is determined by such lessor, which is a shopping mall, and applies
to all stores (including those of our Group) operated in such mall.

B. Ancillary fees:

Ancillary fees (mainly including the property management fees) shall be determined
by the relevant parties through arm’s length negotiation with reference to the prevailing
market price of such items.
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Reasons for the transaction

We have been leasing certain properties from Heilan Investment and/or its associates

for store operation and office purposes and purchasing ancillary services (such as

property management services) accordingly. Compared to Independent Third Parties,

Heilan Investment and its associates have better understanding of our Group’s

requirements for office properties. Moreover, based on its business layout and operational

needs, our Group has deployed stores in shopping malls, some of which are owned by

Heilan Investment and/or its associates.

Historical amounts

Set out below are the historical transaction amounts paid by our Group to Heilan

Investment and/or its associates for the abovementioned transactions during the Track

Record Period:

Year ended December 31,

For the six
months ended

June 30,

2022 2023 2024 2025

(RMB in millions)
(unaudited, RMB

in millions)

Fees paid by our

Group to Heilan

Investment and/or

its associates(1)(2) � 5.27 9.15 12.24 11.28

Notes:

(1) Property lease transactions conducted under the Property Lease Framework Agreement may
include both long-term and short-term leases, and the rents paid by the Group may contain
different components. Accordingly, under HKFRS 16, different accounting treatments were
applied. The historical transaction amounts did not include the amounts relating to the leases that
were recognised as right-of-use assets of our Group.

(2) The fees include rents and fees paid for ancillary services (such as property management
services).
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Annual caps

The following table sets forth the maximum amounts payable by our Group to

Heilan Investment and/or its associates for the abovementioned transactions for each of

the three years ending December 31 and 2028:

Year ending December 31,

2026 2027 2028

(RMB in millions)

Fees to be paid by our Group to

Heilan Investment and/or its

associates(1)(2) � � � � � � � � � � � � � � 40 40 40

Notes:

(1). For the avoidance of doubt, the leasing of properties by the Group which would be recognised as
right-of-use assets in accordance with HKFRS16 will not be included for the utilisation of the
annual caps proposed in respect of the Property Lease Framework Agreement. Our Company will
comply with then applicable approval and disclosure requirements under relevant laws and
regulations (including Chapter 14A of the Hong Kong Listing Rules) if we intend to enter into
or renew such property lease agreement(s) with Heilan Investment and/or its associates after the
[REDACTED].

(2) The annual caps include rents and fees paid for ancillary services (such as property management
services).

The proposed annual caps are determined based on:

(i). the historical transaction amounts for the abovementioned transactions during

the Track Record Period and the terms, such as rent, under existing property

lease agreements which remain effective after the [REDACTED]. In

particular, we started to directly lease certain properties from an associate of

Heilan Investment for office and store operation;

(ii). the unit rental stipulated in separate property lease agreements between the

Group and Heilan Investment and its associates, which is normally adjusted by

Heilan Investment and/or its associates on an annual basis with reference to the

prevailing market conditions of similar properties in the same or nearby area

or similar locations, taking into account the conditions of the properties; and

(iii). the estimated business expansion and revenue to be generated by relevant

stores in the next three years.
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WAIVER APPLICATION FOR PARTIALLY EXEMPT CONTINUING CONNECTED
TRANSACTIONS

In respect of the transactions under each of the Procurement of Utilities and Services

Framework Agreement and the Property Lease Framework Agreement as disclosed in the

subsection headed “— Partially exempt continuing connected transactions,” since the highest

applicable percentage ratio calculated for the purposes of Chapter 14A of the Hong Kong

Listing Rules for the three years ending December 31, 2028 is expected to exceed 0.1% but less

than 5% on an annual basis, the transactions contemplated thereunder are subject to the

reporting, announcement and annual review requirements but exempt from the circular and

independent Shareholders’ approval requirements under Chapter 14A of the Listing Rules.

As the transactions under each of the Procurement of Utilities and Services Framework

Agreement and the Property Lease Framework Agreement are expected to continue on a

recurring and continuing basis and have been fully disclosed in this Document, our Directors

consider that it would be impractical for us to strictly comply with the announcement

requirement for such partially exempt continuing connected transactions upon [REDACTED],

and such requirements would lead to unnecessary administrative costs and would be unduly

burdensome to us.

Accordingly, we have applied to the Hong Kong Stock Exchange for, and the Hong Kong
Stock Exchange [has granted], a waiver exempting us from strict compliance with the
announcement requirement under Chapter 14A of the Listing Rules in respect of the continuing
connected transactions as disclosed in “— Partially exempt continuing connected transactions”
in this section, subject to the condition that the respective aggregate amounts of the continuing
connected transactions for each financial year shall not exceed the relevant amounts set forth
in the respective annual caps (as stated above).

In the event of any future amendments to the Listing Rules imposing more stringent
requirements than those applicable as of the Latest Practicable Date on the continuing
connected transactions referred to in this Document, we will take immediate steps to ensure
compliance with such new requirements within reasonable time.

CONFIRMATION BY DIRECTORS

Our Directors (including independent non-executive Directors) are of the view that the
continuing connected transactions under each of the Procurement of Utilities and Services
Framework Agreement and the Property Lease Framework Agreement have been and will
continue to be carried out in our ordinary and usual course of business and on normal
commercial terms that are fair and reasonable and in the interests of our Company and our
Shareholders as a whole, and that the proposed annual caps for the transactions contemplated
under each of the Procurement of Utilities and Services Framework Agreement and the
Property Lease Framework Agreement are fair and reasonable and in the interests of our
Company and our Shareholders as a whole.
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CONFIRMATION BY THE SOLE SPONSOR

The Sole Sponsor has (i) reviewed the relevant documents and information provided by
the Company in relation to the above partially exempt continuing connected transactions; (ii)
obtained necessary representations and confirmations from the Company and the Directors, and
(iii) made reasonable enquiries in relation to the above partially exempt continuing connected
transactions.

Based on the above, the Sole Sponsor is of the view that the above partially exempt
continuing connected transactions of the Group, have been entered into in the ordinary and
usual course of business on normal commercial terms or better and is fair and reasonable and
in the interests of the Company and the Shareholders as a whole, and that the proposed annual
caps in respect of such partially exempt continuing connected transactions are fair and
reasonable and in the interests of the Company and Shareholders as a whole.

INTERNAL CONTROL MEASURES TO SAFEGUARD SHAREHOLDERS’
INTERESTS

In order to further safeguard the interests of the Shareholders as a whole (including the
minority Shareholders), our Group has implemented the following internal control measures in
relation to the continuing connected transactions contemplated under each of the Procurement
of Utilities and Services Framework Agreement and the Property Lease Framework Agreement:

• We have adopted a connected transactions management policy for the purpose of
ensuring that connected transactions of our Group will be conducted in a fair
manner, on normal commercial terms and in the interests of our Company and our
Shareholders as a whole;

• We have put in place a series of internal guidelines which provide that if the value
of any proposed connected transaction is expected to exceed certain thresholds, the
relevant staff must report the proposed transaction to the head of the relevant
business unit in order for our Company to commence the necessary additional
assessment and approval procedures and ensure that we will comply with the
applicable requirements under Chapter 14A of the Hong Kong Listing Rules; and

• Our Company will provide information and supporting documents to the
independent non-executive Directors and the auditors in order for them to conduct
an annual review of the continuing connected transactions contemplated under each
of the Procurement of Utilities and Services Framework Agreement and the Property
Lease Framework Agreement. In accordance with the requirements under the Hong
Kong Listing Rules, the independent non-executive Directors will provide an annual
confirmation to the Board as to whether the continuing connected transactions
contemplated under each of the Procurement of Utilities and Services Framework
Agreement and the Property Lease Framework Agreement have been entered into in
the ordinary and usual course of business of our Group, are on normal commercial
terms and are in accordance with the agreement governing them on terms that are
fair and reasonable and in the interests of the Shareholders as a whole, and the
auditors will provide an annual confirmation to the Board as to whether anything has
come to their attention that causes them to believe that the continuing connected
transactions have not been approved by the Board, are not in accordance with the
pricing policies of our Group in all material respects, are not entered into in
accordance with the relevant agreements governing the transactions in all material
respects or have exceeded the cap.
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SHARE PLEDGE BY HEILAN GROUP

Apart from its investments in our Company, Heilan Group has invested in many other

companies and industries, such as investment holding, culture, sports and tourism, business

management and integrated energy services. Given its nature and scale of businesses, Heilan

Group has genuine funding requirements from time to time. Pledging A Shares held by Heilan

Group is a typical kind of collateral to support its external financing. As of the Latest

Practicable Date, an aggregate of 875,000,000 A Shares held by Heilan Group, representing

approximately 18.22% of the total issued share capital of our Company, were subject to pledges

granted in favor of certain PRC banks regulated by NAFR, as security for Heilan Group’s loans

and credit facilities in support of its external financing activities.

As of the Latest Practicable Date, apart from holding A Shares in our Company, Heilan

Group held sizeable amount of liquid assets which can be used to repay its indebtedness as and

when it falls due, including cash and cash equivalent, financial products issued by financial

institutions and equity investments in a number of companies with revenue-generating business

operations, and has been able to obtain financing through a variety of financing channels.

Furthermore, to the best knowledge of our Directors having made all reasonable enquiries,

there has not been any adverse credit records against Heilan Group in respect of any breach of

repayment obligations under its indebtedness.
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This section presents certain information regarding our share capital before and upon

completion of the [REDACTED].

BEFORE THE [REDACTED]

As of the Latest Practicable Date, the total issued capital of our Company was

4,802,770,296 A Shares of nominal value of RMB1.00 each, which are all listed on the main

board of the Shanghai Stock Exchange.

UPON COMPLETION OF THE [REDACTED]

Immediately following the [REDACTED], assuming the [REDACTED] is not exercised,

the share capital of our Company will be as follows:

Description of Shares Number of Shares

Approximate
percentage to

total share capital

(%)

A Shares in issue � � � � � � � � � � � � � � � � � � � � � � � � � 4,802,770,296 [REDACTED]
H Shares to be [REDACTED] pursuant to the

[REDACTED] � � � � � � � � � � � � � � � � � � � � � � � � � [REDACTED] [REDACTED]

Total � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � [REDACTED] 100

Immediately following the [REDACTED], assuming the [REDACTED] is exercised in

full, the share capital of our Company will be as follows:

Description of Shares Number of Shares

Approximate
percentage to

total share capital

(%)

A Shares in issue � � � � � � � � � � � � � � � � � � � � � � � � � 4,802,770,296 [REDACTED]
H Shares to be [REDACTED] pursuant to the

[REDACTED] � � � � � � � � � � � � � � � � � � � � � � � � � [REDACTED] [REDACTED]

Total � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � [REDACTED] 100
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APPROVAL FROM HOLDERS OF A SHARES REGARDING THE [REDACTED]

Approval from holders of A Shares is required for our Company to [REDACTED] H

Shares and seek the [REDACTED] of H Shares on the Hong Kong Stock Exchange. Such

approval was obtained by us at the shareholders’ general meeting of our Company held on

October 17, 2025 and is subject to the following conditions:

(i) Size of the [REDACTED]. The proposed number of H Shares to be [REDACTED]

shall not exceed [REDACTED]% of the total issued share capital enlarged by the

H Shares to be [REDACTED] pursuant to the [REDACTED] (before the exercise

of the [REDACTED]). The number of H Shares to be [REDACTED] pursuant to

the full exercise of the [REDACTED] shall not exceed [REDACTED]% of the total

number of H Shares to be [REDACTED] initially under the [REDACTED].

(ii) Method of [REDACTED]. The method of [REDACTED] shall be by way of an

[REDACTED] to institutional [REDACTED] and a [REDACTED] for

[REDACTED] in Hong Kong.

(iii) Target [REDACTED]. The H Shares shall be [REDACTED] to [REDACTED] in

Hong Kong under the [REDACTED] and international [REDACTED], qualified

domestic institutional [REDACTED] in Chinese mainland and other

[REDACTED] who are approved by mainland Chinese regulatory bodies to

[REDACTED] abroad in [REDACTED].

(iv) [REDACTED] basis. The [REDACTED] of the H Shares will be determined,

among others, after due consideration of the interests of existing shareholders of our

Company, acceptance of [REDACTED] and the risks related to the [REDACTED],

according to international practice, through the demands for orders and book

building process, subject to the domestic and overseas capital market conditions and

by reference to the valuation level of comparable companies in domestic and

overseas markets.

(v) Validity period. The [REDACTED] of H Shares and [REDACTED] of H Shares on

the Hong Kong Stock Exchange shall be completed within 24 months from the date

when the shareholders’ meeting was held on October 17, 2025.

There are no other approved offering plans for our Shares except the [REDACTED].

SHAREHOLDERS’ GENERAL MEETINGS

For details of circumstance under which our shareholders’ general meeting is required,

see “Appendix V — Summary of Articles of Association — Shareholders and Shareholders’

General Meetings” to this Document.
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The following discussion and analysis should be read in conjunction with our

audited consolidated financial information, including the notes thereto, included in the

Accountants’ Report in Appendix I to this Document. Our consolidated financial

information has been prepared in accordance with HKFRS.

The following discussion and analysis contain forward-looking statements that

reflect our current views with respect to future events and financial performance. These

statements are based on our assumptions and analysis in light of our experience and

perception of historical trends, current conditions and expected future developments, as

well as other factors we believe are appropriate under the circumstances. However,

whether actual outcomes and developments will meet our expectations and predictions

depends on a number of risks and uncertainties. In evaluating our business, you should

carefully consider the information provided in this Document, including but not limited

to the sections headed “Risk Factors” “Forward-Looking Statements” and “Business.”

For the purpose of this section, unless the context otherwise requires, references to

2022, 2023 and 2024 refer to our financial years ended December 31 of such years.

Unless the context otherwise requires, financial information described in this section is

described on a consolidated basis.

OVERVIEW

We are a leading branded apparel group in China, distinguished by a diversified brand

portfolio, an extensive supply chain network and strong channel integration capabilities. In

2024, we were the fourth-largest apparel group in China by revenue, according to Frost &

Sullivan. As of June 30, 2025, we had over 7,200 stores globally. Through our brand operation

system, we bring high-quality and value-for-money products to consumers, helping them

pursue a refined and fulfilling lifestyle that reflects their aspiration for quality, taste and

self-expression.

Amid a complex and fast-changing market environment, we remained firmly focused on

our core apparel business and executed a series of disciplined operational initiatives that

supported steady growth and demonstrated the underlying resilience of our business model. In

2022, 2023, 2024 and the six months ended June 30, 2025, we achieved revenue of

RMB17,905.2 million, RMB20,754.4 million, RMB20,162.1 million and RMB11,237.7

million, respectively, and recorded net profit of RMB2,062.0 million, RMB2,918.4 million,

RMB2,189.0 million and RMB1,587.6 million, respectively. Our gross profit margin improved

over the Track Record Period, reaching 43.4%, 45.2%, 45.5% and 46.9% in 2022, 2023, 2024

and the six months ended June 30, 2025, respectively, reflecting our continued focus on

product quality, operational efficiency and refined retail management.
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BASIS OF PREPARATION

The Historical Financial Information have been prepared in accordance with HKFRS

Accounting Standards issued by the HKICPA. For the purpose of preparation of the Historical

Financial Information, information is considered material if such information is reasonably

expected to influence decisions made by primary users. In addition, the Historical Financial

Information include applicable disclosures required by Listing Rules and by the Hong Kong

Companies Ordinance. Further details of the material accounting policy information adopted

are set out in Note 3 to the Accountants’ Report set out in Appendix I to this Document.

MAJOR FACTORS AFFECTING OUR RESULTS OF OPERATIONS

Our business and results of operations are affected by a number of general factors that

impact the overall apparel market, including overall economic development, change in per

capita disposable income and per capital expenditure on apparels, evolving consumption

patterns, government policies, initiatives and incentives affecting the apparel industry,

regulatory environment, and the competitive environment. Unfavorable changes in any of these

general conditions could materially and adversely affect our results of operations. Below sets

forth a discussion of the key factors which we think that have had, and are expected to continue

to have a material effect on our results of operations:

Sustained Consumer Demand for Menswear

Our results of operations have been and will continue to be influenced by sustained

consumer demand for menswear. Our offerings mainly include menswear such as down jackets,

jackets, suits, shirts, knitwear, T-shirts and trousers designed to meet year-round needs across

core scenarios such as business commuting, everyday casual, urban outdoor and formal

occasions. Purchases are largely driven by replacement and replenishment cycles, with

emphasis on fit, fabric quality, comfort and functionality. Key drivers of competitiveness in

menswear increasingly include a complete and consistent sizing system, clear price bands with

disciplined pricing, alterations and after-sales services, AI-enabled assortment and forecasting,

and expanding digital channels. Menswear represents a key segment of China’s apparel market,

serving approximately 600 million male consumers across work, daily life and formal events.

The manswear market in China has grown steadily from RMB246.2 billion in 2020 to

RMB270.6 billion in 2024, representing a CAGR of approximately 2.4%, according to Frost &

Sullivan.

To capture consumer demand and further strengthen our leading position within China’s

menswear industry, we have invested in the expansion and diversification of our multi-brand

portfolio, enabling us to cater to a broader spectrum of consumer preferences and lifestyles. In

addition, we have established a comprehensive omni-channel sales network, which allows us

to better integrate online and offline retail experiences and enhance customer engagement and

loyalty. As a result of these efforts, HLA had ranked first in the Asian menswear market by

revenue for 11 consecutive years since 2014, according to Frost & Sullivan. We believe these

structural trends, combined with our market leadership under HLA and our extensive
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Seasonality, Climate Variability and Weather Patterns

Our sales performance has historically shown a seasonal pattern, with the first quarter

typically recording a noticeable uplift due to the timing of the Lunar New Year in China.

Consumer spending often rises in the lead-up to the holiday, resulting in a seasonal sales peak.

These seasonal dynamics, together with weather and climate conditions, may influence the

timing of our revenue and affect inventory turnover. In particular, changes in global and

regional climate patterns have become increasingly relevant. Warmer autumns and milder

winters in recent years have delayed the onset of cold weather, directly impacting demand for

higher-priced autumn and winter apparel such as outerwear and down jackets, as customers

may postpone purchases or opt for lighter garments when temperatures remain elevated. A later

or shorter cold season may therefore reduce sales volume and average selling prices for these

products, while abrupt temperature fluctuations can lead to unpredictable demand and require

increased promotional activities to stimulate sales and clear seasonal inventory, which may

adversely affect our revenue and gross margin.

To address the uncertainties associated with seasonal shifts and climate variability, we

have adopted a flexible sales forecasting system and developed a product portfolio that covers

seasonally relevant items throughout the year. We have also implemented agile inventory

management and replenishment strategies, enabling us to respond promptly to changes in

consumer demand driven by holiday timing and temperature patterns.

Comprehensive Omni-Channel Sales Network

Our omni-channel sales network is a cornerstone of our revenue generation and a key

driver of our results of operations. We have established the largest and most deeply penetrated

offline sales network in China’s menswear industry, complemented by a rapidly expanding

online presence, enabling us to reach a broad and diverse consumer base across multiple

touchpoints.

As of June 30, 2025, we operated a total of 7,209 stores globally, including 5,723 under

HLA, spanning 31 provincial-level administrative regions in China. We also expanded our

footprint into overseas markets such as Malaysia, the Philippines, Vietnam, Singapore,

Thailand, and Indonesia. We strategically select store locations in high-traffic commercial

districts and shopping malls to maximize brand exposure and consumer accessibility. Our

revenue generated from offline channel represent 70.3%, 72.1%, 66.3%, 69.2% and 66.3% of

our total revenue during the Track Record Period, respectively. In parallel, we have built a

robust online channel network, operating flagship stores on major e-commerce platforms such

as Tmall and JD.com, as well as engaging in instant retail through platforms like Meituan. Our

online channels serve as an important complement to our offline network, allowing us to reach

a broader customer base, especially younger and consumers. Our revenue generated from

online channel represented 16.0%, 15.7%, 21.9%, 20.2% and 20.5% of our total revenue during

the Track Record Period, respectively.
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By integrating online and offline channels, we have created a sales network that

reinforces brand presence, enhances consumer engagement and supports sustainable growth.

Our ability to maintain, optimize and strategically expand this multi-channel sales network will

remain a critical factor in driving future revenue growth and shaping our overall financial

performance.

Our Ability To Effectively Conduct Marketing and Branding Activities

The effectiveness of our marketing and branding activities is critical to our business

growth and financial performance. We have adopted a comprehensive omni-channel marketing

strategy, leveraging both online and offline resources to enhance brand awareness, strengthen

consumer engagement and drive sales conversion. Our approach integrates traditional

advertising, content-driven digital marketing, and targeted promotional campaigns across

major e-commerce, social media and livestreaming platforms. We actively utilize short-video

and livestreaming to amplify our brand presence and reach digitally native consumers. In

addition, we implement membership programs, experiential in-store activities and cross-brand

collaborations to deepen consumer loyalty and reinforce our brand image.

Our distribution and selling expenses amounted to RMB3,424.7 million, RMB4,353.3

million, RMB4,841.3 million, RMB2,387.8 million and RMB2,472.1 million for the years

ended December 31, 2022, 2023 and 2024 and the six months ended June 30, 2024 and 2025,

respectively, representing 19.1%, 21.0%, 24.0%, 21.9% and 22.0% of our total revenue for the

same years/periods. The level and efficiency of our marketing and branding expenditures have

a direct impact on our profitability. We continuously refine our marketing strategies and budget

allocation based on market trends, consumer insights and campaign effectiveness, with the aim

of maximizing return on investment and supporting sustainable business expansion. Our ability

to conduct cost-effective and impactful marketing and branding activities will remain a key

factor affecting our operational efficiency and overall financial results.

SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES

Some of our accounting policies require us to apply estimates and assumptions as well as

complex judgments related to accounting items. The estimates and assumptions we use and the

judgments we make in applying our accounting policies have a significant impact on our

financial position and operational results. Our management continually evaluates such

estimates, assumptions and judgments based on past experience and other factors, including

industry practices and expectations of future events which are deemed to be reasonable under

the circumstances. There has not been any material deviation from our management’s estimates

or assumptions and actual results and we have not made any material changes to these

estimates or assumptions during the Track Record Period. We do not expect any material

changes to these estimates and assumptions in the foreseeable future.
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We set forth below accounting policies which we believe are of critical importance to us

or involve the most significant estimates, assumptions and judgments used in the preparation

of our financial statements. Our significant accounting policies, estimates, assumptions and

judgments, which are important for understanding our financial condition and results of

operations, are set forth in details in Notes 3 to the Accountants’ Report in Appendix I to this

Document.

Revenue from Contracts with Customers

We recognize revenue when (or as) a performance obligation is satisfied, i.e., when

“control” of the goods or services underlying the particular performance obligation is

transferred to the customer. A performance obligation represents a good or service (or a bundle

of goods or services) that is distinct or a series of distinct goods or services that are

substantially the same. Control is transferred over time and revenue is recognized over time by

reference to the progress towards complete satisfaction of the relevant performance obligation

if one of the following criteria is met:

• the customer simultaneously receives and consumes the benefits provided by our

performance as we perform;

• our performance creates or enhances an asset that the customer controls as we

perform; or

• our performance does not create an asset with an alternative use to us and we have

an enforceable right to payment for performance completed to date.

Otherwise, revenue is recognized at a point in time when the customer obtains control of

the distinct good or service.

Contracts with Multiple Performance Obligations (Including Allocation of Transaction

Price)

For contracts that contain more than one performance obligation, we allocate the

transaction price to each performance obligation on a relative stand-alone selling price basis.

The stand-alone selling price of the distinct good or service underlying each performance

obligation is determined at contract inception. It represents the price at which we would sell

a promised good or service separately to a customer. If a standalone selling price is not directly

observable, we estimate it using appropriate techniques such that the transaction price

ultimately allocated to any performance obligation reflects the amount of consideration to

which we expect to be entitled in exchange for transferring the promised goods or services to

the customer.
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Principal versus Agent

When another party is involved in providing goods or services to a customer, we

determine whether the nature of its promise is a performance obligation to provide the

specified goods or services itself (i.e., we are a principal) or to arrange for those goods or

services to be provided by the other party (i.e., we are an agent).

We are a principal if we control the specified good or service before that good or service

is transferred to a customer.

We are an agent if our performance obligation is to arrange for the provision of the

specified good or service by another party. In this case, we do not control the specified good

or service provided by another party before that good or service is transferred to the customer.

When we act as an agent, we recognize revenue in the amount of any fee or commission to

which we expect to be entitled in exchange for arranging for the specified goods or services

to be provided by the other party.

Refund Liabilities

We recognize a refund liability of our Group excepts to refund some or all of the

consideration received from customers.

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 we 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 recognized.

Property, Plant and Equipment

Property, plant and equipment are tangible assets that are held for use in the production

or supply of goods or services, or for administrative purposes (other than properties under

construction as described below). Property, plant and equipment are stated in the consolidated

statement of financial position at cost or deemed cost for properties transferred from

investment properties, less subsequent accumulated depreciation and accumulated impairment

losses, if any.

Buildings in the course of construction for production, supply or administrative purposes

are carried at cost, less any recognized impairment loss. Costs include any costs directly

attributable to bringing the asset to the location and condition necessary for it to be capable of

operating in the manner intended by management, including costs of testing whether the related
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assets are functioning properly and, for qualifying assets, borrowing costs capitalized in

accordance with our accounting policy. Depreciation of these assets, on the same basis as other

property assets, commences when the assets are ready for their intended use.

When we make payments for ownership interests of properties which includes both

leasehold land and building elements, the entire consideration is allocated between the

leasehold land and the building elements in proportion to the relative fair values at initial

recognition. To the extent the allocation of the relevant payments can be made reliably, interest

in leasehold land that is accounted for as an operating lease is presented as “right-of-use assets”

in the consolidated statement of financial position. When the consideration cannot be allocated

reliably between non-lease building element and undivided interest in the underlying leasehold

land, the entire properties are classified as property, plant and equipment.

If a property becomes an investment property because its use has changed as evidenced

by end of owner occupation, any difference between the carrying amount and the fair value of

that item (including the relevant leasehold land classified as right-of-use assets) at the date of

transfer is recognized in other comprehensive income and accumulated in revaluation reserve.

On the subsequent sale or retirement of the property, the relevant revaluation reserve will be

transferred directly to retained profits.

Depreciation is recognized so as to write off the cost of assets other than properties under

construction less their residual values over their estimated useful lives, using the straight-line

method. The estimated useful lives, residual values and depreciation method are reviewed at

the end of each reporting period, with the effect of any changes in estimate accounted for on

a prospective basis.

An item of property, plant and equipment is derecognized upon disposal or when no future

economic benefits are expected to arise from the continued use of the asset. Any gain or loss

arising on the disposal or retirement of an item of property, plant and equipment is determined

as the difference between the sales proceeds and the carrying amount of the asset and is

recognized in the profit or loss.

Leases

We assess whether a contract is or contains a lease based on the definition under HKFRS

16 at inception of the contract. Such contract will not be reassessed unless the terms and

conditions of the contract are subsequently changed. As a practical expedient, leases with

similar characteristics are accounted on a portfolio basis when we reasonably expect that the

effects on the consolidated financial statements would not differ materially from individual

leases within the portfolio.
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Our Group as a Lessee

Allocation of Consideration to Components of a Contract

For a contract that contains a lease component and one or more additional lease or

non-lease components, we allocate the consideration in the contract to each lease component

on the basis of the relative stand-alone price of the lease component and the aggregate

stand-alone price of the non-lease components, including contract for acquisition of ownership

interests of a property which includes both leasehold land and non-lease building components,

unless such allocation cannot be made reliably.

Non-lease components are separated from lease component and are accounted for by

applying other applicable standards.

Short-Term Leases

We apply the short-term lease recognition exemption to leases of various offices,

warehouses, equipment and vehicles that have a lease term of 12 months or less from the

commencement date and do not contain a purchase option. Lease payments on short-term

leases are recognized as expense on a straight-line basis over the lease term.

Right-of-Use Assets

The cost of right-of-use asset includes:

• the amount of the initial measurement of the lease liability;

• any lease payments made at or before the commencement date, less any lease

incentives received;

• any initial direct costs incurred by us; and

• an estimate of costs to be incurred by us in dismantling and removing the underlying

assets, restoring the site on which it is located or restoring the underlying asset to

the condition required by the terms and conditions of the lease, unless those costs

are incurred to produce inventories.

Right-of-use assets are measured at cost, less any accumulated depreciation and

impairment losses, and adjusted for any remeasurement of lease liabilities.

Right-of-use assets in which we are reasonably certain to obtain ownership of the

underlying leased assets at the end of the lease term is depreciated from commencement date

to the end of the useful life. Otherwise, right-of-use assets are depreciated on a straight-line

basis over the shorter of its estimated useful life and the lease term.
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When we obtain the ownership of the underlying leased assets at the end of the lease term,

upon exercising purchase options, the cost of the relevant right-of-use assets and the related

accumulated depreciation and impairment loss are transferred to property, plant and equipment.

We present right-of-use assets that do not meet the definition of investment property as

a separate line item on the consolidated statement of financial position.

Government Grants

Government grants are not recognized until there is reasonable assurance that our Group

will comply with the conditions attaching to them and that the grants will be received.

Government grants related to income that are receivable as compensation for expenses or

losses already incurred or for the purpose of giving immediate financial support to us with no

future related costs are recognized in profit or loss in the period in which they become

receivable. Such grants are presented under “other income.”

Provisions

Provisions are recognized when our Group has a present obligation (legal or constructive)

as a result of a past event, it is probable that we will be required to settle that obligation, and

a reliable estimate can be made of the amount of the obligation.

The amount recognized as a provision is the best estimate of the consideration required

to settle the present obligation at the end of the reporting period, taking into account the risks

and uncertainties surrounding the obligation. When a provision is measured using the cash

flows estimated to settle the present obligation, its carrying amount is the present value of

those cash flows (when the effect of the time value of money is material).

Inventories

Inventories are stated at the lower of cost and net realisable value. Inventory is measured

at cost. Weighted average method is used for the issuance of raw materials and customized

apparel inventory. Net realisable value represents the estimated selling price for inventories

less all estimated costs to completion and the costs necessary to make the sale. Costs necessary

to make the sale include incremental costs directly attributable to the sale and non-incremental

costs which we must incur to make the sale.

IMPACT OF COVID-19 PANDEMIC

On January 30, 2020, the International Health Regulations Emergency Committee of the

World Health Organization declared the novel coronavirus disease 2019 (the “COVID-19”)

outbreak a public health emergency of international concern, and on March 11, 2020, the World

Health Organization declared the global COVID-19 outbreak a pandemic. The COVID-19 virus

continued to spread rapidly worldwide in 2022, including where we have business operations

FINANCIAL INFORMATION

– 277 –

THIS DOCUMENT IS IN DRAFT FORM. THE INFORMATION CONTAINED HEREIN IS INCOMPLETE AND IS SUBJECT TO
CHANGE. THIS DOCUMENT MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE
COVER OF THIS DOCUMENT.



and where our customers, suppliers and store partners are located. In particular, the COVID-19

pandemic caused a temporary decline in consumer traffic to offline stores and consumer

demand due to reduced social networking, which in turn had certain impact on our offline sales

channels and the corresponding revenue in 2022. To contain the virus spread and protect the

well-being of our employees, we adopted various mitigation measures, such as remote

working, social distancing and mask wearing, and other site-specific precautionary measures.

As the COVID-19 pandemic has since subsided, our Directors do not anticipate any further

impact from COVID-19 going forward.

DESCRIPTION OF MAJOR COMPONENTS OF OUR RESULTS OF OPERATIONS

The following table sets forth a summary of our results of operations for the years/periods

indicated:

Year ended December 31, Six months ended June 30,

2022 2023 2024 2024 2025

(RMB’000)

(unaudited)

Revenue � � � � � � � � � 17,905,174 20,754,362 20,162,102 10,909,177 11,237,745
Cost of sales � � � � � � (10,135,380) (11,379,500) (10,984,826) (5,842,691) (5,969,130)

Gross profit � � � � � � 7,769,794 9,374,862 9,177,276 5,066,486 5,268,615
Other gains and

losses, net� � � � � � � (32,161) (11,559) (153,611) (1,000) (121,198)
Distribution and

selling expenses� � � (3,424,651) (4,353,303) (4,841,332) (2,387,832) (2,472,101)
Administrative

expenses � � � � � � � � (972,150) (996,364) (1,057,354) (489,965) (508,010)
Research and

development

expenses � � � � � � � � (194,035) (200,337) (288,132) (111,609) (106,373)
Share of result of

associates � � � � � � � – 34,022 13,134 13,134 –
Finance costs � � � � � � (249,957) (223,416) (62,715) (33,039) (30,055)

Profit before tax � � � 2,896,840 3,623,905 2,787,266 2,056,175 2,030,878
Income tax expense � � (834,816) (705,470) (598,253) (417,737) (443,296)

Profit for the
year/period � � � � � 2,062,024 2,918,435 2,189,013 1,638,438 1,587,582
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Revenue by Geographical Region

During the Track Record Period, we generated revenue from both Chinese mainland and
overseas markets. The table below sets forth a breakdown of our revenue by geographical
region both in absolute amounts and as percentages of total revenue for the years/periods
indicated:

Year ended December 31, Six months ended June 30,

2022 2023 2024 2024 2025

Amount % Amount % Amount % Amount % Amount %
(unaudited)

(RMB’000, except for percentages)

Chinese Mainland � � � 17,686,110 98.8 20,482,773 98.7 19,806,997 98.2 10,747,786 98.5 11,032,094 98.2
Overseas(1) � � � � � � � 219,064 1.2 271,589 1.3 355,105 1.8 161,391 1.5 205,651 1.8

Total � � � � � � � � � � 17,905,174 100.0 20,754,362 100.0 20,162,102 100.0 10,909,177 100.0 11,237,745 100.0

Note:

(1) Overseas primarily include revenue generated from the sales of our directly-operated stores in Malaysia, the
Philippines, Vietnam, Singapore, Thailand and Indonesia.

Revenue by Sales Channel

During the Track Record Period, we sold our products through online and offline
channels. The table below sets forth a breakdown of our revenue by sales channel both in
absolute amounts and as percentages of total revenue for the years/periods indicated:

Year ended December 31, Six months ended June 30,

2022 2023 2024 2024 2025

Amount % Amount % Amount % Amount % Amount %
(unaudited)

(RMB’000, except for percentages)

Offline Channel
Sales to store partners � � � � � � 8,834,106 49.3 9,436,690 45.5 7,628,054 37.9 4,579,264 42.0 4,053,164 36.2
Directly-operated stores � � � � � � 3,674,766 20.5 5,401,835 26.0 5,594,842 27.7 2,916,584 26.7 3,343,122 29.7
Sales to distributors � � � � � � � � 96,851 0.5 122,873 0.6 139,399 0.7 50,979 0.5 49,025 0.4

Subtotal � � � � � � � � � � � � � 12,605,723 70.3 14,961,398 72.1 13,362,295 66.3 7,546,827 69.2 7,445,311 66.3

Online Channel
Online direct sales � � � � � � � � 2,214,147 12.4 2,470,697 11.9 2,876,916 14.3 1,651,128 15.1 1,528,354 13.6
Sales to online retailers � � � � � � 642,320 3.6 787,433 3.8 1,542,228 7.6 560,947 5.1 780,145 6.9

Subtotal � � � � � � � � � � � � � 2,856,467 16.0 3,258,130 15.7 4,419,144 21.9 2,212,075 20.2 2,308,499 20.5

Corporate Apparel
Customization Channel � � � � 2,247,445 12.6 2,280,705 11.0 2,223,548 11.0 1,085,639 10.0 1,342,906 11.9

Others(1) � � � � � � � � � � � � � 195,539 1.1 254,129 1.2 157,115 0.8 64,636 0.6 141,029 1.3

Total � � � � � � � � � � � � � � � 17,905,174 100.0 20,754,362 100.0 20,162,102 100.0 10,909,177 100.0 11,237,745 100.0

Notes:

(1) Primarily consists of sporadic sales of a small amount of products through wholesale.
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Cost of Sales

Cost of Sales by Nature

Our cost of sales mainly includes the (i) cost of finished apparel procurement, which

represents the cost for purchase of finished apparel product from our suppliers; and (ii)

production cost, which mainly represents the cost for purchase of raw materials and labor cost

for production of apparel. The following table sets forth a breakdown of our cost of sales by

nature both in absolute amounts and as percentages of total cost of sales for the years/periods

indicated:

Year ended December 31, Six months ended June 30,

2022 2023 2024 2024 2025

Amount % Amount % Amount % Amount % Amount %

(unaudited)

(RMB’000, except for percentages)

Cost of finished apparel

procurement � � � � � � � � � � 8,613,078 85.0 9,884,069 86.9 9,322,039 84.9 5,029,442 86.1 4,989,768 83.6
Production cost � � � � � � � � � 981,992 9.7 981,341 8.6 1,061,646 9.7 535,476 9.2 671,817 11.3
Warehousing and transportation

cost � � � � � � � � � � � � � � 414,169 4.1 369,898 3.3 489,389 4.5 226,406 3.9 241,638 4.0
Tax cost(1) � � � � � � � � � � � � 126,141 1.2 144,192 1.2 111,752 0.9 51,367 0.8 65,907 1.1

Total � � � � � � � � � � � � � � � 10,135,380 100.0 11,379,500 100.0 10,984,826 100.0 5,842,691 100.0 5,969,130 100.0

Note:

(1) Tax cost represents value-added tax surcharges that are recognized as part of cost of sales in accordance with
HKFRS.

FINANCIAL INFORMATION

– 282 –

THIS DOCUMENT IS IN DRAFT FORM. THE INFORMATION CONTAINED HEREIN IS INCOMPLETE AND IS SUBJECT TO
CHANGE. THIS DOCUMENT MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE
COVER OF THIS DOCUMENT.







Gross Profit and Gross Profit Margin by Geographical Region

The table below sets forth a breakdown of our gross profit and gross profit margin by

geographical region for the years/periods indicated:

Year ended December 31, Six months ended June 30,

2022 2023 2024 2024 2025

Gross profit

Gross
profit

margin
(%) Gross profit

Gross
profit

margin
(%) Gross profit

Gross
profit

margin
(%) Gross profit

Gross
profit

margin
(%) Gross profit

Gross
profit

margin
(%)

(unaudited)

(RMB’000, except for percentages)

Chinese

Mainland � 7,626,055 43.1 9,189,663 44.9 8,937,306 45.1 4,956,655 46.1 5,128,325 46.5
Overseas(1) � 143,739 65.6 185,199 68.2 239,970 67.6 109,831 68.1 140,290 68.2

Total � � � � 7,769,794 43.4 9,374,862 45.2 9,177,276 45.5 5,066,486 46.4 5,268,615 46.9

Note:

(1) Overseas primarily include gross profit generated from the sales of our directly-operated stores in Malaysia,
Philippines, Vietnam, Singapore, Thailand and Indonesia.

Our gross profit margin in Chinese mainland demonstrated a gradual upward trend during

the Track Record Period, from 43.1% in 2022 to 44.9% in 2023 and further to 45.1% in 2024,

which also increased from 46.1% in the six months ended June 30, 2024 to 46.5% in the six

months ended June 30, 2025. Our gross profit margin in overseas markets remained relatively

stable, being 65.6%, 68.2%, 67.6%, 68.1% and 68.2% in 2022, 2023, 2024 and the six months

ended June 30, 2024 and 2025, respectively. Building on our established market leadership in

China and strong brand equity recognized by consumers, we have gained a foothold in overseas

markets through our 111 directly-operated stores abroad as of June 30, 2025, which typically

yield higher gross profit margins compared to other store models.
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Other Gains and Losses, Net

Our other losses mainly arise from provision for inventories, which are made for

inventories subject to non-returnable arrangements with suppliers based on inventory aging

analysis. Our other gains mainly arise from (i) interest income on bank deposits; (ii) net other

business income, which mainly comprises (a) sales of store props to our store partners in order

to maintain a consistent store image across our sales network and (b) rental income derived

from property leasing; (iii) government subsidies from government authorities; and (iv) gain

on remeasurement of interest in an associate, which represents the gains derived from the

acquisition of Spoz. The following table sets out a breakdown of our net other gains and losses

both in absolute amounts for the years/periods indicated:

Year ended December 31, Six months ended June 30,

2022 2023 2024 2024 2025

(unaudited)

(RMB’000)

Provision for inventories � � � � � � � � � � (415,331) (333,106) (492,797) (285,379) (261,012)
Interest income on bank deposits � � � � � 294,863 197,397 255,166 132,004 91,136
Other business income, net� � � � � � � � � 60,866 48,716 35,481 19,729 24,439
Government subsidies � � � � � � � � � � � � 30,481 20,892 24,092 5,326 12,070
Gain on remeasurement of interest in an

associate � � � � � � � � � � � � � � � � � � – – 112,843 112,843 –
Impairment losses recognized in

respect of:
– Goodwill � � � � � � � � � � � � � � � � � (50,902) – (75,830) – –
– Intangible assets � � � � � � � � � � � � (37,875) (119,342) – – –

Liquidated damages income � � � � � � � � 109,350 7,960 2,210 644 510
Net (loss)/gain on disposal of:

– Property, plant and equipment � � � � (1,347) 633 (20,328) (202) 417
– Subsidiaries � � � � � � � � � � � � � � � – 151,937 – – –

Fair value gain on financial asset at

FVTPL � � � � � � � � � � � � � � � � � � � (19,439) (2,902) 34,115 14,260 1,000
Impairment losses under ECL model,

net of reversal
– Trade receivables � � � � � � � � � � � � (7,098) 8,680 (9,388) (1,476) (2,246)
– Other receivables � � � � � � � � � � � � (9,844) (13,038) (28,598) 971 5,503

Loss on foreign exchange, net � � � � � � � (1,786) (4,008) (7,806) (6,754) (3,185)
Others � � � � � � � � � � � � � � � � � � � � � 15,901 24,622 17,229 7,034 10,170

Total � � � � � � � � � � � � � � � � � � � � � � (32,161) (11,559) (153,611) (1,000) (121,198)
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Distribution and Selling Expenses

Our distribution and selling expenses mainly consisted of (i) salaries and benefits,

representing salaries and bonuses in relation to our sales personnel; (ii) rental fees,

representing the lease expense of our directly-operated stores; and (iii) store and online shop

operating expenses, mainly representing office supplies, consumables for daily operations, and

online traffic acquisition costs. In 2022, 2023, 2024 and the six months ended June 30, 2024

and 2025, our distribution and selling expenses amounted to RMB3,424.7 million,

RMB4,353.3 million, RMB4,841.3 million, RMB2,387.8 million and RMB2,472.1 million,

respectively, which accounted for 19.1%, 21.0%, 24.0%, 21.9% and 22.0% of our total revenue

for the same years/periods, respectively. The following table sets forth a breakdown of our

distribution and selling expenses by nature both in absolute amounts and as percentages of total

distribution and selling expenses for the years/periods indicated:

Year ended December 31, Six months ended June 30,

2022 2023 2024 2024 2025

Amount % Amount % Amount % Amount % Amount %

(unaudited)

(RMB’000, except for percentages)

Salaries and benefits � 1,227,544 35.8 1,442,379 33.1 1,484,990 30.8 767,394 32.1 857,084 34.7
Rental fees � � � � � � � 660,293 19.3 863,680 19.8 1,133,896 23.4 543,656 22.8 565,944 22.9
Store and online shop

operating

expenses � � � � � � � 668,908 19.5 884,246 20.3 930,440 19.2 401,975 16.8 450,413 18.2
Advertising

expenses � � � � � � � 395,560 11.6 457,212 10.5 489,166 10.1 376,365 15.8 282,304 11.4
Renovation and

fixture expenses � � 212,399 6.2 223,057 5.1 229,179 4.7 103,696 4.3 113,182 4.6
Outsourced

marketing

expenses � � � � � � � – – 242,608 5.6 324,997 6.7 85,523 3.6 98,436 4.0
Travel expenses � � � � 103,551 3.0 121,289 2.8 105,335 2.2 51,109 2.1 49,404 2.0
Office expenses � � � � 19,732 0.6 24,741 0.6 30,214 0.6 8,893 0.4 7,952 0.3
Others� � � � � � � � � � 136,664 4.0 94,091 2.2 113,115 2.3 49,221 2.1 47,382 1.9

Total � � � � � � � � � � 3,424,651 100.0 4,353,303 100.0 4,841,332 100.0 2,387,832 100.0 2,472,101 100.0
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Administrative Expenses

Our administrative expenses primarily consisted of (i) salaries and benefits, representing

salaries and bonuses in relation to our administrative personnel; (ii) depreciation and

amortization in respect of office premises; and (iii) office expenses, mainly including office

rent, utilities and renovation expenses. In 2022, 2023, 2024 and the six months ended June 30,

2024 and 2025, our administrative expenses amounted to RMB972.2 million, RMB996.4

million, RMB1,057.4 million, RMB490.0 million and RMB508.0 million, respectively, which

accounted for 5.4%, 4.8%, 5.2%, 4.5% and 4.5% of our total revenue for the same

years/periods, respectively. The following table sets forth a breakdown of our administrative

expenses by nature both in absolute amounts and as percentages of total administrative

expenses for the years/periods indicated:

Year ended December 31, Six months ended June 30,

2022 2023 2024 2024 2025

Amount % Amount % Amount % Amount % Amount %

(unaudited)

(RMB’000, except for percentages)

Salaries and benefits � 305,794 31.5 313,959 31.5 347,709 32.9 169,841 34.7 165,695 32.6
Depreciation and

amortization � � � � 309,380 31.8 317,235 31.8 304,441 28.8 145,833 29.8 151,295 29.8
Office expenses � � � � 214,787 22.1 227,460 22.8 268,397 25.4 115,879 23.7 136,000 26.8
Banking service fees 19,662 2.0 16,719 1.7 9,734 0.9 7,631 1.6 10,247 2.0
Testing expenses � � � 9,981 1.0 17,475 1.8 18,667 1.8 8,808 1.8 7,788 1.5
Professional

Intermediary

Service Fees � � � � 11,898 1.2 15,466 1.6 16,721 1.6 16,483 3.4 6,197 1.2
Donation � � � � � � � � 16,306 1.7 7,867 0.8 2,204 0.2 1,013 0.2 2,910 0.6
Others� � � � � � � � � � 84,342 8.7 80,183 8.0 89,481 8.4 24,477 4.8 27,878 5.5

Total � � � � � � � � � � 972,150 100.0 996,364 100.0 1,057,354 100.0 489,965 100.0 508,010 100.0
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Research and Development Expenses

Our research and development expenses primarily consisted of (i) salaries and benefits,

representing salaries and bonuses in relation to our R&D personnel; and (ii) information

technology development expenses, representing expenses incurred for the development of our

research and development systems. In 2022, 2023, 2024 and the six months ended June 30,

2024 and 2025, our research and development expenses amounted to RMB194.0 million,

RMB200.3 million, RMB288.1 million, RMB111.6 million and RMB106.4 million,

respectively, which accounted for 1.1%, 1.0%, 1.4%, 1.0% and 0.9% of our total revenue for

the same years/periods, respectively. The following table sets forth a breakdown of our

research and development expenses by nature both in absolute amounts and as percentages of

total research and development expenses for the years/periods indicated:

Year ended December 31, Six months ended June 30,

2022 2023 2024 2024 2025

Amount % Amount % Amount % Amount % Amount %

(unaudited)

(RMB’000, except for percentages)

Salaries and benefits � � � � 151,083 77.8 151,000 75.4 151,907 52.7 77,401 69.3 84,670 79.7
Information technology

development expenses � � 12,183 6.3 23,839 11.9 36,684 12.7 12,568 11.3 11,411 10.7
Depreciation and

amortization � � � � � � � � 6,697 3.5 7,593 3.8 7,891 2.7 3,939 3.5 2,799 2.6
Direct materials

consumed � � � � � � � � � 2,772 1.4 2,086 1.0 1,100 0.4 517 0.5 1,514 1.4
Product technology

research and

development expenses � � 2,640 1.4 2,362 1.2 76,880 26.7 10,771 9.7 1,267 1.2
Travel expenses � � � � � � � 4,706 2.4 3,571 1.8 3,138 1.1 1,358 1.2 1,290 1.2
Others � � � � � � � � � � � � � 13,954 7.2 9,886 4.9 10,532 3.7 5,055 4.5 3,422 3.2

Total� � � � � � � � � � � � � � 194,035 100.0 200,337 100.0 288,132 100.0 111,609 100.0 106,373 100.0

Share of Results of Associates

Our share of results of associates represents profits or losses attributable to us from our

investments in associates. We recorded share of profit of associates of nil, RMB34.0 million,

RMB13.1 million, RMB13.1 million and nil in 2022, 2023, 2024 and the six months ended June

30, 2024 and 2025, respectively.
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Finance Costs

Our finance costs consisted of interest on convertible bonds and interest on lease

liabilities. In 2022, 2023, 2024 and the six months ended June 30, 2024 and 2025, our finance

costs amounted to RMB250.0 million, RMB223.4 million, RMB62.7 million, RMB33.0 million

and RMB30.1 million, respectively.

Income Tax Expense

Our income tax expenses mainly represented (i) current tax and (ii) deferred tax in

accordance with the relevant laws and regulations in each tax jurisdiction we operate. In 2022,

2023, 2024 and the six months ended June 30, 2024 and 2025, our income tax expenses

amounted to RMB834.8 million, RMB705.5 million, RMB598.3 million, RMB417.7 million

and RMB443.3 million, respectively.

Chinese Mainland

Pursuant to the PRC EIT Law and the relevant regulations, the subsidiaries which operate

in Chinese mainland are subject to an EIT rate of 25% on the taxable income.

In compliance with the Announcement on Preferential Corporate Income Tax Policies for

Small and Low-Profit Enterprises and Individual Businesses (No. 6 [2023]) issued by the

Ministry of Finance and the State Taxation Administration, eligible small and low-profit

enterprises within our Group are entitled to reduced corporate income tax liabilities for the

period from January 1, 2023 to December 31, 2027. For the portion of annual taxable income

not exceeding RMB3 million, the applicable tax calculation method involves including 25% of

the taxable income amount in the assessable base, which is then subject to a 20% tax rate.

Hong Kong

The subsidiaries incorporated in Hong Kong is subject to Hong Kong profits tax at the

rate of 16.5% on the estimated assessable profits arising in Hong Kong.

See Note 11 of the Accountants’ Report in Appendix I to this Document for more

information.
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YEAR-TO-YEAR COMPARISON OF RESULTS OF OPERATIONS

Six Months Ended June 30, 2025 Compared with Six Months Ended June 30, 2024

Revenue

Our revenue increased by 3.0% from RMB10,909.2 million in six months ended June 30,

2024 to RMB11,237.7 million in six months ended June 30, 2025, primarily attributable to (i)

an increase in revenue from international sports brands as a result of the growth of the industry

and our strategic efforts in developing this business line, which resulted in increased sales of

products; and (ii) an increase in revenue from corporate apparel customization business due to

a rise in demand for customized products such as workwear and school uniforms; partially

offset by a decrease in revenue from HLA, primarily due to our ongoing efforts in optimizing

store layout in 2025, with a strategic focus on transitioning traditional street-side stores to

those located at high-traffic, vibrant shopping malls, in line within evolving consumption

pattern, which resulted in a relatively larger number of newly-opened stores that were in their

ramp-up period.

Cost of Sales

Our cost of sales remained relatively stable at RMB5,842.7 million in six months ended

June 30, 2024 and RMB5,969.1 million in six months ended June 30, 2025, primarily due to

an increase in the cost of sales attributable to international sports brands, partially offset by a

decrease in the cost of sales attributable to HLA, both are cost of finished apparel procurement

in nature that corresponds with the respective change in revenue for each business line.

Gross Profit and Gross Profit Margin

Our gross profit increased by 4.0% from RMB5,066.5 million in six months ended June

30, 2024 to RMB5,268.6 million in six months ended June 30, 2025, in line with the increase

in our revenue during the same period. Our gross profit margin remained relatively stable at

46.4% and 46.9% in six months ended June 30, 2024 and six months ended June 30, 2025.

Other Losses, Net

Our net other losses increased significantly from RMB1.0 million in six months ended

June 30, 2024 to RMB121.2 million in six months ended June 30, 2025, primarily due to the

absence of a one-off gain of RMB112.8 million from the remeasurement of our equity interest

in Spoz, which was recognized in the six months ended June 30, 2024.

Distribution and Selling Expenses

Our distribution and selling expenses remained relatively stable at RMB2,387.8 million

in six months ended June 30, 2024 and RMB2,472.1 million in six months ended June 30, 2025,

primarily due to an increase in salaries and benefits, rental fees and store and online shop
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operating expenses as a result of our continuing effort to expand our direct-operated stores

network that resulted in an increase in the headcount of our sales employees, partially offset

by a decrease in advertising expenses mainly because our advertising costs were higher in 2024

due to our sponsorship of the Wuxi Marathon and celebrity endorsement fees.

Administrative Expenses

Our administrative expenses increased by 3.7% from RMB490.0 million in six months

ended June 30, 2024 to RMB508.0 million in six months ended June 30, 2025, primarily due

to an increase in office expenses as a result of the renovation of our headquarter during the

period.

Research and Development Expenses

Our research and development expenses decreased by 4.7% from RMB111.6 million in

six months ended June 30, 2024 to RMB106.4 million in six months ended June 30, 2025,

primarily due to a decrease in product technology research and development expenses, as we

incurred higher expenses in 2024 for establishing R&D centers and innovative platforms in

collaboration with Tsinghua University, Donghua University and the China Textile Academy.

Share of Results of Associates

Our share of results of associates changed from RMB13.1 million for the six months

ended June 30, 2024 to nil for the six months ended June 30, 2025, primarily because Spoz and

its subsidiaries were consolidated into our financial statements and were no longer accounted

for as associates during the period due to our acquisition of it in 2024.

Finance Costs

Our finance costs decreased by 9.0% from RMB33.0 million in six months ended June 30,

2024 to RMB30.1 million in six months ended June 30, 2025, primarily due to a decrease of

interest on convertible bonds following the conversion of our outstanding 2018 Convertible

Bonds in 2024.

Income Tax Expense

Our income tax expense increased by 6.1% from RMB417.7 million in six months ended

June 30, 2024, to RMB443.3 million in six months ended June 30, 2025, primarily because our

one-off gain arising from the remeasurement of our equity interest in Spoz following our

acquisition of it was treated as non-taxable income in 2024, resulting in a lower income tax

expense in the six months ended June 30, 2024.
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Profit for the Period

As a result of the foregoing, our profit for the period remained relatively stable at
RMB1,638.4 million in six months ended June 30, 2024 and RMB1,587.6 million in six months
ended June 30, 2025.

Year Ended December 31, 2024 Compared with the Year Ended December 31, 2023

Revenue

Our total revenue remained relatively stable at RMB20,754.4 million in 2023 and
RMB20,162.1 million in 2024, primarily attributable to a decrease in revenue generated from
business of proprietary brands due to (i) a normalization in consumer spending following the
post-pandemic rebound in 2023, with consumption becoming more rational in 2024; (ii)
warmer weather throughout 2024, resulting in lower sales of higher-priced autumn and winter
apparel; and (iii) the disposal of Heylads in 2023; partially offset by an increase in revenue
from international sports brands as a result of the growth of the industry and our strategic
efforts in developing this business line.

Cost of Sales

Our cost of sales remained relatively stable at RMB11,379.5 million in 2023 and
RMB10,984.8 million in 2024, primarily due to a decrease in the cost of finished apparel
procurement associated with HLA and other brands, which was in line with the decrease in
revenue from these brands in 2024; partially offset by (i) an increase in the cost of finished
apparel procurement for international sports brands in line with the increase in revenue, and (ii)
an increase in the production costs mainly associated with our corporate apparel customization
business, due to the launch of new products with lower gross profit margin.

Gross Profit and Gross Profit Margin

Our gross profit remained relatively stable at RMB9,374.9 million in 2023 and
RMB9,177.3 million in 2024. Our gross profit margin remained relatively stable at 45.2% and
45.5% in 2023 and 2024, respectively.

Other Losses, Net

Our net other losses increased significantly from RMB11.6 million in 2023 to RMB153.6
million in 2024, primarily attributable to (i) an increase in provision for inventories mainly for
inventories from 2022 that remained unsold in 2024 based on inventory aging, where the sales
in 2022 was curtailed by the COVID-related impacts and that in 2024 was affected by the
relatively warmer weather in the fourth quarter of 2024 that curtailed the sales of winter clothes
in that year; and (ii) the absence of a one-off gain of RMB151.9 million from the disposal of
one of our previous subsidiary, Heylads, in 2023; partially offset by the gain on remeasurement
of our equity interest in Spoz, in 2024.
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Distribution and Selling Expenses

Our distribution and selling expenses increased by 11.2% RMB4,353.3 million in 2023 to

RMB4,841.3 million in 2024, primarily due to an increase in salaries, benefits and rental fees

and store and online shop operating expenses as a result to our continuing effort to expand our

direct-operated stores network.

Administrative Expenses

Our administrative expenses increased by 6.1% from RMB996.4 million in 2023 to

RMB1,057.4 million in 2024, primarily due to (i) an increase in office expense as we

completed the acquisition of Spoz and expanded our operations, resulting in increased cost in

the course of daily operations; and (ii) an increase in salaries and benefits as the number of our

administrative personnel increased after we acquired Spoz.

Research and Development Expenses

Our research and development expenses increased by 43.8% from RMB200.3 million in

2023 to RMB288.1 million in 2024, primarily due to an increase in product technology

research and development expenses as a result of expenses incurred in establishing our R&D

centers and innovative platforms in collaboration with Tsinghua University, Donghua

University and the China Textile Academy.

Share of Results of Associates

Our share of results of associates decreased from RMB34.0 million in 2023 to RMB13.1

million in 2024, primarily because Spoz and its subsidiaries were consolidated into our

financial statements and were no longer accounted for as an associate during the period due to

our acquisition in April 2024.

Finance Costs

Our finance costs decreased by 71.9% from RMB223.4 million in 2023 to RMB62.7

million in 2024, primarily due to a decrease of interest on convertible bonds following the

conversion of our outstanding 2018 Convertible Bonds in 2024.

Income Tax Expense

Our income tax expenses decreased by 15.2% from RMB705.5 million in 2023 to

RMB598.3 million in 2024, primarily due to a decrease in the profit before tax.

Profit for the Year

As a result of the foregoing, our profit for the year decreased by 25.0% from RMB2,918.4

million in 2023 to RMB2,189.0 million in 2024.
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Year Ended December 31, 2023 Compared with the Year Ended December 31, 2022

Revenue

Our total revenue increased by 15.9% from RMB17,905.2 million in 2022 to

RMB20,754.4 million in 2023, primarily attributable to an increase of revenue generated from

sales of products under our proprietary brands, which was driven by the recovery of offline

store operations following the easing of COVID-19-related public health measures that had

curtailed in-store sales during 2022.

Cost of Sales

Our cost of sales increased by 12.3% from RMB10,135.4 million in 2022 to

RMB11,379.5 million in 2023, primarily attributable to an increase in our cost of finished

apparel procurement associated with the product sales under our proprietary brands in line with

the increase of revenue during the same year.

Gross Profit and Gross Profit Margin

Our gross profit increased by 20.7% from RMB7,769.8 million in 2022 to RMB9,374.9

million in 2023, in line with the increase in our revenue during the same year. Our gross profit

margin remained relatively stable at 43.4% in 2022 and 45.2% in 2023.

Other Losses, Net

Our net other losses decreased by 64.1% from RMB32.2 million in 2022 to RMB11.6

million in 2023, primarily attributable to (i) a decrease in provision for inventories due to our

increased sales in 2023 that absorbed certain inventories with relatively longer aging; (ii) a

decrease of interest income on bank deposits due to lower deposits rates; partially offset by a

one-off gain on disposal of subsidiaries due to our disposal of Heylads in 2023.

Distribution and Selling Expenses

Our distribution and selling expenses increased by 27.1% from RMB3,424.7 million in

2022 to RMB4,353.3 million in 2023, primarily due to an increase in salaries, benefits and

rental fees and store and online shop operating expenses as a result to our continuing effort to

expand our direct-operated stores network.
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Administrative Expenses

Our administrative expenses increased by 2.5% from RMB972.2 million in 2022 to

RMB996.4 million in 2023, primarily due to (i) an increase in office expense as a result of

higher renovation expense incurred for office refurbishment; and (ii) an increase in salary and

benefits due to an increase in the general working hours for our administrative staff following

the resumption of work after the pandemic.

Research and Development expenses

Our research and development expenses remained relatively stable at RMB194.0 million

in 2022 and RMB200.3 million in 2023.

Share of Results of Associates

Our share of results of associates changed from nil in 2022 to RMB34.0 million in 2023,

primarily because we invested in Spoz at the end of 2022, which began generating revenue in

2023.

Finance Costs

Our finance costs decreased by 10.6% from RMB250.0 million in 2022 to RMB223.4

million in 2023, primarily due to (i) a decrease of interest on convertible bonds as a result of

the conversion of a portion of our outstanding 2018 Convertible Bonds in 2023; and (ii) a

decrease of interest of lease liabilities driven by post-pandemic rental relief and re-pricing of

certain leases, resulting in lower lease payments.

Income Tax Expense

Our income tax expenses decreased by 15.5% from RMB834.8 million in 2022 to

RMB705.5 million in 2023, primarily due to (i) our disposal of Heylads in 2023, where the gain

recognized on the disposal was non-taxable; and (ii) an increase in the profits for our

subsidiaries that qualify for preferential tax treatment for small and micro enterprises in line

with our sales growth.

Profit for the Year

As a result of the foregoing, our profit for the year increased by 41.5% from RMB2,062.0

million in 2022 to RMB2,918.4 million in 2023.
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DISCUSSION OF CERTAIN KEY BALANCE SHEET ITEMS

Non-Current Assets/(Liabilities)

The following table sets out our non-current assets and liabilities as of the dates indicated:

As of December 31,
As of

June 30,

2022 2023 2024 2025

(unaudited)

(RMB’000)

Non-current assets
Property, plant and equipment � 3,371,473 3,265,545 3,261,578 3,160,938
Right-of-use assets � � � � � � � � � � 1,575,335 1,662,195 1,998,608 2,087,930
Investment properties � � � � � � � � 842,499 886,064 712,685 697,935
Goodwill � � � � � � � � � � � � � � � � � 732,326 732,326 800,447 800,447
Intangible assets� � � � � � � � � � � � 603,976 377,167 323,391 288,514
Interests in associates� � � � � � � � – 194,022 – –
Financial assets at FVTPL � � � 148,368 244,163 293,435 292,228
Equity instruments at FVTOCI � 245,125 244,162 251,793 250,558
Deferred tax assets � � � � � � � � � � 629,625 542,498 657,873 675,099
Prepayment � � � � � � � � � � � � � � � 36,570 55,631 46,734 40,760
Time deposits � � � � � � � � � � � � � � 5,160,000 2,430,000 2,720,000 4,070,000

Total non-current assets � � � � � 13,345,297 10,633,773 11,066,544 12,364,409

Non-current liabilities
Deferred tax liabilities � � � � � � � 129,710 84,468 66,571 60,557
Deposit received � � � � � � � � � � � 254,291 169,130 130,260 110,262
Lease liabilities � � � � � � � � � � � � 879,911 653,279 691,270 761,641
Convertible bonds � � � � � � � � � � 2,777,149 – – –

Total non-current liabilities � � 4,041,061 906,877 888,101 932,460

FINANCIAL INFORMATION

– 297 –

THIS DOCUMENT IS IN DRAFT FORM. THE INFORMATION CONTAINED HEREIN IS INCOMPLETE AND IS SUBJECT TO
CHANGE. THIS DOCUMENT MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE
COVER OF THIS DOCUMENT.



Current Assets/(Liabilities)

The following table sets out our current assets and liabilities as of the dates indicated:

As of December 31,
As of

June 30,
As of

September 30,

2022 2023 2024 2025 2025

(unaudited)

(RMB’000)

Current assets
Inventories� � � � � � � � � � � � 9,455,106 9,336,830 11,986,958 10,255,063 11,518,094
Trade and bills receivables� 1,148,874 1,040,368 1,249,361 1,301,855 1,562,034
Prepayment and other

receivables � � � � � � � � � � 1,473,739 1,196,829 1,437,393 1,217,604 1,468,381
Financial assets at FVTPL � 162,051 365,042 305,100 217,448 131,112
Restricted bank deposits � � 64,002 22,700 21,611 19,937 18,379
Time deposits� � � � � � � � � � 312,000 3,230,000 2,590,000 1,290,000 460,000
Cash and cash equivalents � 6,787,598 7,887,301 4,774,054 6,755,817 5,068,117

Total current assets � � � � � 19,403,370 23,079,070 22,364,477 21,057,724 20,226,117

Current liabilities
Trade and bills payable � � � 9,483,136 10,053,022 11,196,804 10,185,937 10,795,245
Deposit received, accruals

and other payables� � � � � 2,565,937 2,137,206 1,978,075 2,688,686 1,501,016
Taxation payables � � � � � � � 662,238 513,129 548,986 432,905 523,196
Convertible bonds� � � � � � � – 2,550,137 – – –
Contract liabilities � � � � � � 1,015,233 792,857 613,869 248,835 250,427
Lease liabilities � � � � � � � � 458,960 721,941 918,268 918,379 893,856

Total current liabilities � � 14,185,504 16,768,292 15,256,002 14,474,742 13,963,740

Net current assets � � � � � � 5,217,866 6,310,778 7,108,475 6,582,982 6,262,377

Our net current assets decreased from RMB6,583.0 million as of June 30, 2025 to

RMB6,262.4 million as of September 30, 2025, primarily due to (i) a decrease in cash and cash

equivalents, reflecting the dividend paid in July 2025 and lower operating cash flows as

third-quarter sales moderated in line with industry seasonality in the apparel industry; and (ii)

a decrease in time deposits upon maturity, partially offset by (i) a decrease in deposits received,

accruals and other payables, mainly attributable to a reduction in dividend payable following

the July 2025 dividend payment and lower receipts on behalf of store partners in line with the

lower third-quarter sales volume; and (ii) an increase in inventories as we shifted procurement

toward winter apparel, which generally carries a higher unit price.
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Our net current assets decreased by 7.4% from RMB7,108.5 million as of December 31,
2024 to RMB6,583.0 million as of June 30, 2025, primarily attributable to a decrease in
inventories, as the inventory mix during the period was weighted toward summer apparel,
which typically carries lower unit prices than winter apparel; partially offset by an increase in
cash and cash equivalents.

Our net current assets increased by 12.6% from RMB6,310.8 million as of December 31,
2023 to RMB7,108.5 million as of December 31, 2024, primarily attributable to (i) an increase
in inventories due to the consolidation of inventories following the acquisition of Spoz; and (ii)
a decrease in convertible bonds as a result of the conversion of our outstanding 2018
Convertible Bonds, partially offset by a decrease in cash and cash equivalents.

Our net current assets increased by 20.9% from RMB5,217.9 million as of December 31,
2022 to RMB6,310.8 million as of December 31, 2023, primarily attributable to (i) an increase
in time deposits due to reclassification of certain deposits from non-current to current as they
became due within one year; and (ii) an increase in cash and cash equivalents, partially offset
by an increase in convertible bonds due to the reclassification of the 2018 Convertible Bonds
from non-current to current as they became due within one year.

Property, Plant and Equipment

Our property, plant and equipment primarily consisted of (i) buildings, (ii) specialized
equipment and (iii) leasehold improvement. The following table sets out a breakdown of our
property, plant and equipment as of the dates indicated:

As of December 31,
As of

June 30,

2022 2023 2024 2025

(unaudited)

(RMB’000)

Buildings � � � � � � � � � � � � � � � � 2,500,060 2,378,351 2,372,664 2,298,360
Leasehold improvements � � � � 231,794 248,510 366,892 363,694
Specialized equipment � � � � � � 592,545 527,333 470,901 430,279
General equipment� � � � � � � � � 38,728 37,076 48,495 58,013
Construction in progress � � � � 8,346 74,275 2,626 10,592

Total � � � � � � � � � � � � � � � � � � � 3,371,473 3,265,545 3,261,578 3,160,938

Our property, plant and equipment decreased by 3.1% from RMB3,371.5 million as of
December 31, 2022 to RMB3,265.5 million as of December 31, 2023, primarily attributable to
depreciation of buildings. Our property, plant and equipment remained relatively stable at
RMB3,265.5 million as of December 31, 2023 and RMB3,261.6 million as of December 31,
2024. Our property, plant and equipment decreased by 3.1% from RMB3,261.6 million as of
December 31, 2024 to RMB3,160.9 million as of June 30, 2025, primarily attributable to
depreciation of buildings.
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Investment Properties

Our investment properties comprised of buildings and land use rights. The following table
sets out a breakdown of our investment properties as of the dates indicated:

As of December 31,
As of

June 30,

2022 2023 2024 2025

(unaudited)

(RMB’000)

Buildings � � � � � � � � � � � � � � � � 689,115 726,677 580,841 562,584
Land use rights � � � � � � � � � � � 153,384 159,387 131,844 135,351

Total � � � � � � � � � � � � � � � � � � � 842,499 886,064 712,685 697,935

Our investment properties increased by 5.2% from RMB842.5 million as of December 31,
2022 to RMB886.1 million as of December 31, 2023, primarily due to an increase in buildings
as more properties were leased to third parties in 2023. Our investment properties decreased
by 19.6% from RMB886.1 million as of December 31, 2023 to RMB712.7 million as of
December 31, 2024 due to a decrease in buildings resulted from less buildings leased to third
parties. Our investment properties decreased by 2.1% from RMB712.7 million as of
December 31, 2024 to RMB697.9 million as of June 30, 2025, primarily due to a decrease in
buildings resulting from depreciation charges.

Right-of-use Assets

Our right-of-use assets comprised of land use rights and leasehold buildings. The
following table sets out a breakdown of our right-of-use assets as of the dates indicated:

As of December 31,
As of

June 30,

2022 2023 2024 2025

(unaudited)

(RMB’000)

Land use rights � � � � � � � � � � � 303,585 310,969 324,304 313,372
Leasehold buildings � � � � � � � � 1,271,750 1,351,226 1,674,304 1,774,558

Total � � � � � � � � � � � � � � � � � � � 1,575,335 1,662,195 1,998,608 2,087,930

Our right-of-use assets increased by 5.5% from RMB1,575.3 million as of December 31,
2022 to RMB1,662.2 million as of December 31, 2023, by 20.2% to RMB1,998.6 million as
of December 31, 2024, and by 4.5% to RMB2,087.9 million as of June 30, 2025, primarily due
to an increase in leasehold buildings resulting from the expansion of directly-operated stores
from 2,135 stores as of December 31, 2022 to 2,258 stores as of December 31, 2023 to 2,622
stores as of December 31, 2024 and subsequently to 2,748 stores as of June 30, 2025.
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Intangible Assets

Our intangible assets primarily include software, trademarks and patents. The following

table sets out a breakdown of our intangible assets as of the dates indicated:

As of December 31,
As of

June 30,

2022 2023 2024 2025

(unaudited)

(RMB’000)

Software � � � � � � � � � � � � � � � � 104,281 86,167 84,855 76,681
Trademark � � � � � � � � � � � � � � � 499,511 290,845 237,345 210,711
Patent � � � � � � � � � � � � � � � � � � 184 155 1,191 1,122

Total � � � � � � � � � � � � � � � � � � � 603,976 377,167 323,391 288,514

Our intangible assets decreased by 37.6% from RMB604.0 million as of December 31,

2022 to RMB377.2 million as of December 31, 2023, primarily due to impairment charges

resulted from discontinuation of the use of certain trademarks following the cessation of the

relevant business. Our intangible assets further decreased by 14.3% from RMB377.2 million

as of December 31, 2023 to RMB323.4 million as of December 31, 2024, and by 10.8% from

RMB323.4 million as of December 31, 2024 to RMB288.5 million as of June 30, 2025,

primarily due to amortization of intangible assets.

Financial Assets at FVTPL

Our financial assets at FVTPL primarily include unlisted wealth management products

and unlisted equity securities, which represent our investments in entities incorporated in the

PRC. The following table sets out a breakdown of our financial assets at fair value through

profit or loss as of the dates indicated:

As of December 31,
As of

June 30,

2022 2023 2024 2025

(unaudited)

(RMB’000)

Listed equity securities � � � � � – 317 556 788
Unlisted wealth management

products � � � � � � � � � � � � � � � 162,051 364,725 304,544 216,660
Unlisted equity securities � � � 148,368 244,163 293,435 292,228

Total � � � � � � � � � � � � � � � � � � � 310,419 609,205 598,535 509,676
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Our financial assets at FVTPL increased by 96.3% from RMB310.4 million as of
December 31, 2022 to RMB609.2 million as of December 31, 2023, primarily due to our
increased investment in wealth management products in 2023. Our financial assets at FVTPL
remained relatively stable at RMB609.2 million as of December 31, 2023 and RMB598.5
million as of December 31, 2024. Our financial assets at fair value through profit or loss
decreased by 14.8% from RMB598.5 million as of December 31, 2024 to RMB509.7 million
as of June 30, 2025, primarily due to the sales of the wealth management products.

We have established management systems that specify the approval procedure,
information disclosure, authorization management, operation processes, supervision and risk
control procedures of our wealth management activities, so as to standardize our financial
product investments. We typically select wealth management products that offer a balanced
profile of return and risk, while maintaining good liquidity. Adhering to prudent investment
principles, we conduct investment activities with an aim to improve capital utilization
efficiency and investment returns on cash assets. We have established a dedicated investment
department which manages our wealth management portfolio and maintains daily oversight of
our wealth management products, including ongoing performance monitoring and periodic
reviews. In addition, we adhere to all applicable laws, regulations, and management policies
regarding the proper disclosure of investment information.

After [REDACTED], our investments in financial products will be subject to compliance
with Chapter 14 of the Listing Rules.

Inventories

Our inventories primarily consisted of (i) finished goods, including returnable goods
under returnable arrangements with suppliers, and non-returnable goods; and (ii) raw materials,
mainly including store fixtures and fabrics and accessories used in apparel production. The
following table sets out a breakdown of our inventories as of the dates indicated:

As of December 31,
As of

June 30,

2022 2023 2024 2025

(unaudited)

(RMB’000)

Raw materials � � � � � � � � � � � � � 310,231 322,126 289,706 291,889
Work in progress � � � � � � � � � � 54,732 42,288 44,519 33,009
Consigned materials for

processing � � � � � � � � � � � � � � 29,940 11,389 11,948 14,498
Finished goods � � � � � � � � � � � � 9,034,261 8,945,970 11,613,903 9,889,268

– Returnable goods � � � � � � 6,209,066 7,204,534 8,271,365 7,103,745
– Non-returnable goods � � � 2,825,195 1,741,436 3,342,538 2,785,523

Others � � � � � � � � � � � � � � � � � � � 25,942 15,057 26,882 26,399

Total� � � � � � � � � � � � � � � � � � � � 9,455,106 9,336,830 11,986,958 10,255,063
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Our inventories remained relatively stable at RMB9,455.1 million as of December 31,

2022 and RMB9,336.8 million as of December 31, 2023. Our inventories increased by 28.4%

from RMB9,336.8 million as of December 31, 2023 to RMB11,987.0 million as of December

31, 2024, primarily due to (i) the consolidation of inventories following the acquisition of

Spoz; and (ii) a decrease in sales volume in 2024 that resulted in more inventories in stock. Our

inventories decreased by 14.4% from RMB11,987.0 million as of December 31, 2024 to

RMB10,255.1 million as of June 30, 2025, primarily due to a decrease in finished goods as our

inventory at the time consisted of a higher portion of summer apparel, which typically carries

lower unit prices than winter apparel.

The following table sets out an aging analysis of our inventories as of the dates indicated:

As of December 31,
As of

June 30,

2022 2023 2024 2025

(unaudited)

(RMB’000)

Within one year � � � � � � � � � � � 6,435,868 4,686,309 7,297,171 5,480,353
One to two years � � � � � � � � � 2,648,125 3,848,317 4,174,554 4,301,037
Over two years � � � � � � � � � � � 371,113 802,204 515,233 473,673

Total � � � � � � � � � � � � � � � � � � � 9,455,106 9,336,830 11,986,958 10,255,063

The following table sets forth our inventory turnover days for the years/periods indicated:

Year ended December 31,

Six months
ended

June 30,

2022 2023 2024 2025

Inventory turnover days(1) � � � 351 326 379 361

Note:

(1) Inventory turnover days are calculated using the average of opening balance and closing balance of
inventories (before impairment) for a year/period divided by cost of sales for the relevant year/period
and multiplied by 365 days for the year and 180 days for the period.
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Our inventory turnover days decreased from 351 days in 2022 to 326 days in 2023,

primarily due to a sales growth in 2023, which resulted in a reduction in inventory levels. Our

inventory turnover days increased from 326 days in 2023 to 379 days in 2024, primarily due

to lower sales volume in 2024 as compared to the previous year and the acquisition of Spoz,

which resulted in higher inventory levels. Our inventory turnover days decreased from 379

days in 2024 to 361 days in the six months ended June 30, 2025, primarily due to a decrease

in our inventory as of June 30, 2025 consisted mainly of summer apparel with a lower unit

price.

As of September 30, 2025, RMB2,710.6 million, or 26.4% of inventories as of June 30,

2025, had been used, consumed, returned or sold subsequent to June 30, 2025.

Trade and Bills Receivables

Our trade and bills receivables primarily represented the amounts due for our products.

We recorded trade and bills receivables of RMB1,148.9 million, RMB1,040.4 million,

RMB1,249.4 million and RMB1,301.9 million as of December 31, 2022, 2023, 2024 and June

30, 2025, respectively. The following table sets out a breakdown of our trade and bills

receivables as of the dates indicated:

As of December 31,
As of

June 30,

2022 2023 2024 2025

(unaudited)

(RMB’000)

Trade receivables� � � � � � � � � � 1,195,492 1,059,528 1,292,835 1,344,186
Less: Allowance for credit

loss � � � � � � � � � � � � � � � � � � (64,758) (54,404) (67,520) (69,765)

1,130,734 1,005,124 1,225,315 1,274,421
Bills receivables at FVTOCI � 18,140 35,244 24,046 27,434

Total � � � � � � � � � � � � � � � � � � � 1,148,874 1,040,368 1,249,361 1,301,855

Our trade and bills receivables decreased by 9.4% from RMB1,148.9 million as of

December 31, 2022 to RMB1,040.4 million as of December 31, 2023, primarily due to our

enhanced management of trade receivables from customers and the disposal of Heylads. Our

trade and bills receivables increased by 20.1% from RMB1,040.4 million as of December 31,

2023 to RMB1,249.4 million as of December 31, 2024, mainly attributed to an increase in trade

receivables resulting from higher sales to retailers through our online channel. Our trade and

bills receivables remained relatively stable at RMB1,249.4 million as of December 31, 2024

million and RMB1,301.9 million as of June 30, 2025.
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We typically receive upfront payment from direct sales customers and generally grant our

corporate customers a credit period ranging from one month to one year. The following table

sets out an aging analysis of our trade receivables as of the dates indicated:

As of December 31,
As of

June 30,

2022 2023 2024 2025

(unaudited)

(RMB’000)

0 to 3 months � � � � � � � � � � � � 973,596 964,853 1,010,103 1,047,784
4 to 6 months � � � � � � � � � � � � 82,628 13,890 58,992 126,637
7 to 12 months � � � � � � � � � � � 86,993 68,889 172,990 132,676
More than one year � � � � � � � � 52,275 11,896 50,750 37,089

Total � � � � � � � � � � � � � � � � � � � 1,195,492 1,059,528 1,292,835 1,344,186

The following table sets forth our trade receivables turnover days for the Track Record

Period:

Year ended December 31,

Six months
ended

June 30,

2022 2023 2024 2025

Trade receivables turnover

days(1) � � � � � � � � � � � � � � � � 23 20 21 21

Note:

(1) Trade receivables turnover days are calculated using the average of opening balance and closing balance
of trade receivables (before impairment) for a year/period divided by revenue for the relevant
year/period and multiplied by 365 days for the year and 180 days for the period.

Our trade receivables turnover days decreased from 23 days in 2022 to 20 days in 2023,

primarily due to an increase in our revenue from retail business driven by the recovery of

offline store operations following the easing of COVID-19-related public health measures that

had curtailed in-store sales during 2022. Our trade receivables turnover days remained

relatively stable at 20 days in 2023, 21 days in 2024 and 21 days in the six months ended June

30, 2025.

As of September 30, 2025, RMB853.6 million, or 63.5% of our trade receivables as of

June 30, 2025, had been settled subsequent to June 30, 2025.
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Prepayment and Other Receivables

Our prepayment and other receivables consist of (i) prepayment, which represented
prepayments to suppliers for finished apparel procurement and prepayments for online
promotion services and (ii) other receivables, which mainly includes deposits for our
directly-operated stores. We recorded prepayment and other receivables of RMB1,510.3
million, RMB1,252.5 million, RMB1,484.1 million and RMB1,258.4 million as of December
31, 2022, 2023, 2024 and June 30, 2025, respectively. The following table sets out a breakdown
of our prepayment and other receivables as of the dates indicated:

As of December 31,
As of

June 30,

2022 2023 2024 2025

(unaudited)

(RMB’000)

Prepayment � � � � � � � � � � � � � � 837,185 576,597 771,373 674,784
Other receivable:

Deposits � � � � � � � � � � � � � � � 341,005 336,593 384,826 416,956
Interest receivable � � � � � � � 181,858 270,408 153,150 92,941
Others � � � � � � � � � � � � � � � � 218,428 148,758 284,136 177,938

741,291 755,759 822,112 687,835
Less: Allowance for credit

loss� � � � � � � � � � � � � � � � � (68,167) (79,896) (109,358) (104,255)

Other receivable, net � � � � � � � 673,124 675,863 712,754 583,580

Total � � � � � � � � � � � � � � � � � � � 1,510,309 1,252,460 1,484,127 1,258,364

Our prepayments and other receivables decreased by 17.1% from RMB1,510.3 million as
of December 31, 2022 to RMB1,252.5 million as of December 31, 2023, primarily due to a
decrease in prepayment due to the pandemic-related impacts in 2022 that delayed the shipment
of goods by suppliers. Our prepayments and other receivables increased by 18.5% from
RMB1,252.5 million as of December 31, 2023 to RMB1,484.1 million as of December 31,
2024, mainly attributed to an (i) increase in prepayment as a result of higher deductible input
VAT; and (ii) an increase in others which represents higher supplier rebate. Our prepayments
and other receivables decreased by 15.2% from RMB1,484.1 million as of December 31, 2024
to RMB1,258.4 million as of June 30, 2025, primarily due to (i) a decrease in others as a result
of reduced supplier rebates and (ii) a decrease in interest receivable due to the collection of
interest from time deposits reaching maturity.
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Trade and Bills Payables

Our trade and bills payables primarily consist of trade payables which represent payment
for purchases of finished apparel. We recorded trade and bills payables of RMB9,483.1 million,
RMB10,053.0 million, RMB11,196.8 million and RMB10,185.9 million as of December 31,
2022, 2023, 2024 and June 30, 2025, respectively. The following table sets out a breakdown
of our trade and bills payables as of the dates indicated:

As of December 31,
As of

June 30,

2022 2023 2024 2025

(unaudited)

(RMB’000)

Trade payables � � � � � � � � � � � 8,040,486 8,736,812 9,955,134 8,585,767
Bills payables � � � � � � � � � � � � 1,442,650 1,316,210 1,241,670 1,600,170

Total � � � � � � � � � � � � � � � � � � � 9,483,136 10,053,022 11,196,804 10,185,937

Our trade and bills payables increased by 6.0% from RMB9,483.1 million as of December
31, 2022 and RMB10,053.0 million as of December 31, 2023, primarily attributable to higher
procurement amount of returnable inventories, in line with our increased sales volume, which
resulted in an increase in trade payables. Our trade and bills payables increased by 11.4% from
RMB10,053.0 million as of December 31, 2023 to RMB11,196.8 million as of December 31,
2024, primarily attributable to an increase in returnable inventories. Our trade and bills
payables decreased by 9.0% from RMB11,196.8 million as of December 31, 2024 to
RMB10,185.9 million as of June 30, 2025 mainly primarily attributable to a decrease in trade
payables resulted from procurement of summer apparel during the period, which generally had
lower unit prices.

The following table sets out an aging analysis of our trade payables as of the dates
indicated:

As of December 31,
As of

June 30,

2022 2023 2024 2025

(unaudited)

(RMB’000)

Within one year � � � � � � � � � � � 7,443,874 7,839,713 8,963,182 7,966,662
More than one year � � � � � � � � 596,612 897,099 991,952 619,105

Total � � � � � � � � � � � � � � � � � � � 8,040,486 8,736,812 9,955,134 8,585,767
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Our trade payables for non-returnable goods are normally settled within 30 days to 90
days. For returnable goods under returnable arrangements with suppliers, we normally settle
payments with suppliers after product sell-through. The following table sets forth our trade
payables turnover days during the Track Record Period:

Year ended December 31,

Six months
ended

June 30,

2022 2023 2024 2025

Trade payables turnover
days(1) � � � � � � � � � � � � � � � � 266 269 311 280

Note:

(1) Trade payables turnover days are calculated using the average of opening balance and closing balance
of trade payables for a year/period divided by cost of sales used for the relevant year/period and
multiplied by 365 days for the year and 180 days for the period.

Our trade payables turnover days remained relatively stable at 266 days in 2022 and 269

days in 2023. Our trade payables turnover days increased from 269 days in 2023 to 311 days

in 2024, primarily due to the continuous increase in trade payables. Our trade payables

turnover days decreased from 311 days in 2024 to 280 days in the six months ended June 30,

2025, primarily due to the decease in trade payables in the period.

As of September 30, 2025, RMB2,754.8 million, or 32.1% of our trade payables as of

June 30, 2025, had been settled subsequent to June 30, 2025.
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Contract Liabilities

Our contract liabilities primarily represented (i) advance from customers, which refers to

cash received in advance for goods to be delivered; and (ii) customer royalty programme,

which represent loyalty points granted to members redeemable for future purchases. The

following table sets out a breakdown of our contract liabilities as of the dates indicated:

As of December 31,
As of

June 30,

2022 2023 2024 2025

(unaudited)

(RMB’000)

Advance from customers � � � � 907,444 727,268 566,988 229,869
Customer royalty programme� 107,789 65,589 46,881 18,966

Total � � � � � � � � � � � � � � � � � � � 1,015,233 792,857 613,869 248,835

Our contract liabilities decreased by 21.9% from RMB1,015.2 million as of December 31,

2022 to RMB792.9 million as of December 31, 2023, by 22.6% to RMB613.9 million as of

December 31, 2024, and by 59.5% to RMB248.8 million as of June 30, 2025, primarily due to

a continuous decline in prepaid revenue as customers shifted from advance payments to

payments on credit.
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LIQUIDITY AND CAPITAL RESOURCES

Overview

We have historically funded our cash requirements principally from cash generated from

operations. After the [REDACTED], we intend to finance our future capital requirements

through proceeds from our business operations and the net [REDACTED] from the

[REDACTED]. We do not anticipate any changes to the availability of financing to fund our

operations in the future.

As of December 31, 2022, 2023, 2024, June 30, 2025 and September 30, 2025, we had

cash and cash equivalents of RMB6,787.6 million, RMB7,887.3 million, RMB4,774.1 million,

RMB6,755.8 million and RMB5,068.1 million, respectively. Taking into account the net

[REDACTED] from the [REDACTED] and the financial resources available to us, including

our cash and cash equivalents, and cash flows from operating activities, our Directors are of

the view that we have sufficient working capital to meet our present requirements and for the

next 12 months from the date of this Document.

Cash Flow

The following table sets out a summary of our cash flow for the years/periods indicated:

Year ended December 31, Six months ended June 30,

2022 2023 2024 2024 2025

(unaudited)

(RMB’000)

Net cash generated from operating

activities � � � � � � � � � � � � � � � � 2,956,743 5,100,481 1,812,854 1,859,860 2,534,438
Net cash generated/from (used in)

investing activities � � � � � � � � � � 135,394 (764,164) (67,415) (1,625,225) 14,623
Net cash used in financing

activities � � � � � � � � � � � � � � � � (2,977,997) (3,230,632) (4,862,107) (3,248,598) (564,880)
Net increase/(decrease) in cash and

cash equivalents � � � � � � � � � � � 114,140 1,105,685 (3,116,668) (3,013,963) 1,984,181
Cash and cash equivalents at the

beginning of the year/period � � � 6,667,664 6,787,598 7,887,301 7,887,301 4,774,054
Effect of foreign exchange rate

changes � � � � � � � � � � � � � � � � � 5,794 (5,982) 3,421 (2,189) (2,418)

Cash and cash equivalents at
the end of the year/period � � � � 6,787,598 7,887,301 4,774,054 4,871,149 6,755,817
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Net Cash Generated from Operating Activities

In the six months ended June 30, 2025, our net cash generated from operating activities

was RMB2,534.4 million, reflecting our profit before tax from continuing operations of

RMB2,030.9 million, adjustments of non-cash and non-operating items and movements in

working capital and income tax paid of RMB582.3 million. Adjustments of non-cash and

non-operating items primarily comprised depreciation of right-of-use assets of RMB514.5

million, impairment for inventories of RMB261.0 million and depreciation of property, plant

and equipment of RMB251.6 million, partially offset by interest income of RMB91.1 million.

Our movements in working capital primarily comprised change in inventories of RMB1,470.9

million and change in trade and other receivables of RMB116.8 million, partially offset by

change in trade and other payables of RMB1,156.2 million.

In 2024, our net cash generated from operating activities was RMB1,812.9 million,

reflecting our profit before tax from continuing operations of RMB2,787.3 million,

adjustments of non-cash and non-operating items, movements in working capital and income

tax paid of RMB681.8 million. Adjustments of non-cash and non-operating items primarily

comprised depreciation of right-of-use assets of RMB937.1 million, impairment for inventories

of RMB492.8 million and depreciation of property, plant and equipment of RMB470.8 million,

partially offset by interest income of RMB255.2 million and fair value gain on acquisition of

a subsidiary of RMB112.8 million. Our movements in working capital primarily comprised

change in trade and other payables of RMB940.2 million, partially offset by change in

inventories of RMB2,431.5 million.

In 2023, our net cash generated from operating activities of RMB5,100.5 million,

reflecting our profit before tax from continuing operations of RMB3,623.9 million,

adjustments of non-cash and non-operating items, movements in working capital and income

tax paid of RMB923.6 million. Adjustments of non-cash and non-operating items primarily

comprised depreciation of right-of-use assets of RMB831.7 million, depreciation of property,

plant and equipment of RMB486.1 million and impairment for inventories of RMB333.1

million, partially offset by interest income of RMB197.4 million and disposal gain of

subsidiaries of RMB151.9 million. Our movements in working capital primarily comprised

change in trade and other payables of RMB1,054.6 million, partially offset by change in

inventories of RMB504.0 million and change in contract liabilities of RMB203.8 million.

In 2022, our net cash generated from operating activities was RMB2,956.7 million,

reflecting our profit before tax from continuing operations of RMB2,896.8 million,

adjustments of non-cash and non-operating items, movements in working capital and income

tax paid of RMB937.7 million. Adjustments of non-cash and non-operating items primarily

comprised depreciation of right-of-use assets of RMB713.6 million, depreciation of property,

plant and equipment of RMB485.3 million and impairment for inventories of RMB415.3

million, partially offset by interest income of RMB294.9 million. Our movements in working

capital primarily comprised change in trade and other payables of RMB1,093.5 million,

partially offset by change in inventories of RMB1,750.2 million.
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Net Cash Generated from/(Used in) Investing Activities

In the six months ended June 30, 2025, our net cash generated from investing activities

was RMB14.6 million, primarily attributable to (i) withdrawal of time/restricted bank deposits

of RMB1,494.0 million and (ii) proceeds from disposal of financial assets at FVTPL of

RMB89.4 million, partially offset by placement of time/restricted bank deposits of

RMB1,542.4 million.

In 2024, our net cash used in investing activities was RMB67.4 million, which was

primarily attributable to (i) placement of time/restricted bank deposits of RMB2,895.3 million

and (ii) purchases of property, plant and equipment of RMB429.9 million, partially offset by

withdrawal of time/restricted bank deposits of RMB3,246.4 million.

In 2023, our net cash used in investing activities was RMB764.2 million, primarily

attributable to (i) purchases of property, plant and equipment of RMB547.7 million, and (ii)

placement of time/restricted bank deposits of RMB514.1 million, partially offset by withdrawal

of time/restricted bank deposits of RMB367.4 million and proceeds from disposal of

subsidiaries of RMB283.7 million.

In 2022, our net cash generated from investing activities was RMB135.4 million,

primarily attributable to withdrawal of time/restricted bank deposits of RMB2,756.4 million,

partially offset by placement of time/restricted bank deposits of RMB2,265.3 million.

Net Cash Flows Generated from/(Used in) Financing Activities

In the six months ended June 30, 2025, our net cash used in financing activities was
RMB564.9 million, which was primarily attributable to repayment of lease liabilities of
RMB564.9 million.

In 2024, our net cash used in financing activities was RMB4,862.1 million, which was
primarily attributable to (i) dividend paid of RMB3,794.2 million and (ii) repayment of lease
liabilities of RMB1,069 million.

In 2023, our net cash used in financing activities was RMB3,230.6 million, which was
primarily attributable to dividend paid of RMB1,857.4 million and (ii) repayment of lease
liabilities of RMB912.1 million.

In 2022, our net cash used in financing activities was RMB2,978.0 million, which was
primarily attributable to (i) dividend paid of RMB2,203.0 million, and (ii) repayment of lease
liabilities of RMB711.6 million.
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INDEBTEDNESS

As of December 31, 2022, 2023, 2024 and June 30, 2025 and September 30, 2025, our
indebtedness included convertible bonds and lease liabilities. As of September 30, 2025, being
the indebtedness date for the purpose of the indebtedness statement, we had a total
indebtedness of RMB1,600.1 million and had no unutilized banking facilities. The following
table sets out a breakdown of our indebtedness as of the dates indicated:

As of December 31, As of June 30,
As of

September 30,

2022 2023 2024 2025 2025

(unaudited) (unaudited)

(RMB’000)

Current
Convertible bonds � � � – 2,550,137 – – –
Lease liabilities � � � � � 458,960 721,941 918,268 918,379 893,856

Non-current
Convertible bonds � � � 2,777,149 – – – –
Lease liabilities � � � � � 879,911 653,279 691,270 761,641 706,246

Total � � � � � � � � � � � � 4,116,020 3,925,357 1,609,538 1,680,020 1,600,102

Lease Liabilities

As of December 31, 2022, 2023, 2024, June 30, 2025 and September 30, 2025, we had
lease liabilities RMB1,338.9 million, RMB1,375.2 million, RMB1,609.5 million, RMB1,680.0
million and RMB1,600.1 million, respectively, mainly representing the leased premises for our
stores and offices. The continuous increase in our leased liabilities was primarily due to our
business expansion and the opening of additional directly-operated stores, which required
leasing more premises.

Convertible Bonds

During the Track Record Period, we had outstanding balances for the convertible
corporate bonds we issued in 2018, and the convertible corporate bonds was subsequently
converted to shares in 2024. “See History, Reorganization and Corporate Structure — Major
Shareholding Changes in our Company.” As of December 31, 2022, 2023 and 2024 and June
30, 2025 and September 30, 2025, our outstanding balances for convertible bonds were
RMB2,777.1 million, RMB2,550.1 million, nil, nil and nil. See Note 39 of Appendix I to this
Document.
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Contingent Liabilities and Guarantees

As of December 31, 2022, 2023, 2024 and June 30, 2025, we did not have any contingent
liabilities.

No Other Outstanding Indebtedness

Save as disclosed above, we did not have outstanding indebtedness or any loan capital
issued and outstanding or agreed to be issued, bank overdrafts, loans or similar indebtedness,
liabilities under acceptances (other than normal trade bills), acceptance credits, debentures,
mortgages, charges, finance leases or hire purchase commitments, guarantees or other
contingent liabilities or any covenant in connection therewith as of September 30, 2025, being
our indebtedness statement date. After due and careful consideration, our Directors confirm
that, up to the Latest Practicable Date, there has been no material adverse change in our
indebtedness since September 30, 2025.

KEY FINANCIAL RATIOS

The following table sets out our key financial ratios for the years/periods indicated:

As of December 31,
As of

June 30,

2022 2023 2024 2025

Gross profit margin (%)(1) � � � 43.4 45.2 45.5 46.9
Net profit margin (%)(2) � � � � 11.5 14.1 10.9 14.1
Return on equity (%)(3) � � � � � 13.9 19.1 13.1 9.0
Current ratio(4) � � � � � � � � � � � 1.4 1.4 1.5 1.5
Quick ratio(5)� � � � � � � � � � � � � 0.7 0.8 0.7 0.7

Notes:

(1) Gross profit margin equals gross profit divided by revenue for the year/period and multiplied by 100%.

(2) Net profit margin equals profit for the year/period divided by revenue and multiplied by 100%.

(3) Return on equity equals profit for the year/period divided by the average of the beginning and ending
total equity multiplied by 100%.

(4) Current ratio is calculated by dividing current assets by current liabilities.

(5) Quick ratio is calculated by dividing current assets less inventories by current liabilities.

OFF-BALANCE SHEET COMMITMENTS AND ARRANGEMENTS

As of the Latest Practicable Date, save as disclosed above, we had not entered into any

off-balance sheet arrangements.
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COMMITMENTS

As of December 31, 2022, 2023, 2024 and June 30, 2025, we did not have material capital
commitments.

CAPITAL EXPENDITURES

Our capital expenditures consisted of purchases of property, plant and equipment,
additions to other intangible assets, additions to right-of-use assets and additions to investment
properties. Our capital expenditures in 2022, 2023, 2024 and the six months ended June 30,
2025 were RMB389.4 million, RMB579.8 million, RMB432.2 million, and RMB178.3 million,
respectively.

The following table sets out our capital expenditures for the years/periods indicated:

Year ended December 31,

Six months
ended

June 30,

2022 2023 2024 2025

(unaudited)
(RMB’000)

Purchases of property, plant
and equipment � � � � � � � � � � 345,527 547,654 429,878 177,524

Payments for right-of-use
assets � � � � � � � � � � � � � � � � � – 29,838 613 –

Purchases of other intangible
assets � � � � � � � � � � � � � � � � � 42,828 2,279 1,753 799

Purchase of investment
properties � � � � � � � � � � � � � � 1,006 – – –

Total � � � � � � � � � � � � � � � � � � � 389,361 579,771 432,244 178,323

We funded our capital expenditure requirements during the Track Record Period mainly
from cash flow generated from operating activities and debt financing. We intend to fund our
future capital expenditures with a combination of operating cashflow and debt financing and
net [REDACTED] received from the [REDACTED].

MATERIAL RELATED PARTY TRANSACTIONS

For details about our related party transactions during the Track Record Period, see Note
41 of Appendix I to this Document.

Our Directors believe that our transactions with related parties during the Track Record
Period were conducted on an arm’s length basis and they did not distort our results of
operations or make our historical results not reflective of our future performance.

FINANCIAL RISK DISCLOSURE

Our activities expose us to a variety of financial risks: market risk (including currency
risk, interest rate risks, and price risk), credit risk, liquidity risk.
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Foreign Currency Risk

Certain of our Group entities have sales and purchases denominated mainly in United
States Dollar (“USD”) and Malaysian Ringgit (“MYR”), other than the functional currency of
respective entities, which expose us to market risk arising from changes in foreign exchange
rates. Our management team closely monitors foreign currency exposure and will consider
hedging significant foreign currency exposure should the need arise.

Interest Rate Risk

We are exposed to fair value interest rate risk in relation to pledged bank deposits. We are
also exposed to cash flow interest rate risk in relation to variable-rate bank balances which is
mainly concentrated on the fluctuation of benchmark deposit interest rates in the PRC. The
management of our Group closely monitors interest rate movement and manages the potential
risk. We currently do not have an interest rate hedging policy. However, the management of our
Group monitors interest rate change exposure and will consider hedging significant interest
rate change exposure should the need arise.

Cash flow Interest Rate Risk

We are exposed to fair value interest rate risk in relation to financial assets at FVTPL and
equity investment at FVTOCI (see Notes 20 and 21 of Appendix I to this Document for details)
and lease liabilities (see Note 31 of Appendix I to this Document for details). However, our
management considers the fair value interest rate risk is insignificant.

We are also exposed to cash flow interest rate risk in relation to bank balances (see Note
25 of Appendix I to this Document for details) due to the fluctuation of the prevailing market
interest rate.

Credit Risk

Our Group’s credit risk is mainly associated with cash and cash equivalents, restricted
bank deposits, time deposits, trade and other receivables.

Trade Receivables

In order to minimize the credit risk, the management of our Group has delegated a team
responsible for determination of credit limits and credit approvals. Other monitoring
procedures are in place to ensure that follow-up action is taken to recover overdue debts. In
addition, we perform impairment assessment under ECL model upon application of HKFRS 9
on trade balances based on individually assessment for significant balances and on provision
matrix for the remaining.

Other Receivables, Prepayment and Cash and Cash Equivalents

In order to minimize the credit risk, we perform impairment assessment under ECL model
upon application of HKFRS 9 on other receivables and on amounts due from associates / joint
ventures / related companies individually. Other monitoring procedures are in place to ensure
that follow-up action is taken to recover overdue debts.

FINANCIAL INFORMATION

– 317 –

THIS DOCUMENT IS IN DRAFT FORM. THE INFORMATION CONTAINED HEREIN IS INCOMPLETE AND IS SUBJECT TO
CHANGE. THIS DOCUMENT MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE
COVER OF THIS DOCUMENT.





We declared and distributed a cash dividend of RMB2.3 (including tax) to all

Shareholders for every ten shares in respect of the period ended June 30, 2024. We paid a total

of approximately RMB1,104.6 million cash dividends in September 2024.

We declared and distributed a cash dividend of RMB1.8 (including tax) to all

Shareholders for every ten shares in respect of the year ended December 31, 2024. We paid a

total of approximately RMB864.5 million cash dividends in July 2025.

DISTRIBUTABLE RESERVES

As of June 30, 2025, we had distributable reserves of RMB6,368.1 million.

[REDACTED] EXPENSE

[REDACTED] expenses represent professional fees, [REDACTED] and fees incurred in

connection with the [REDACTED] and the [REDACTED]. Our [REDACTED] expenses are

estimated to be approximately HK$[REDACTED] (including [REDACTED]) accounting for

[REDACTED]% of the gross [REDACTED] of the [REDACTED], assuming that an

[REDACTED] of HK$[REDACTED] per H Share (being the mid-point of the [REDACTED]

stated in this Document) and no exercise of the [REDACTED]. Among our [REDACTED]

expenses, approximately HK$[REDACTED] is directly attributable to the issuance of Shares

and will be charged to equity upon the completion of the [REDACTED], and approximately

HK$[REDACTED] has been or will be charged to our consolidated statements of profit or loss

and other comprehensive income. The [REDACTED] expenses we incurred in the Track

Record Period and expect to incur would consist of approximately HK$[REDACTED] related

expenses and fees, approximately HK$[REDACTED] non-[REDACTED]-related expenses

and fees including fees for the legal advisers and reporting accountants and approximately

HK$[REDACTED] for other non-[REDACTED]-related fees and expenses.

UNAUDITED [REDACTED] STATEMENT OF ADJUSTED NET TANGIBLE ASSETS

See “Appendix II — Unaudited [REDACTED] Financial Information.”

RECENT DEVELOPMENT AND NO MATERIAL ADVERSE CHANGE

Our Directors have confirmed that, up to the date of this Document, there has been no

material adverse change in our financial or trading position or prospects since June 30, 2025,

being the end of the Track Record Period, and there is no event since June 30, 2025 which

would materially affect the information shown in the Accountants’ Report set out in Appendix

I to this document.
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DISCLOSURE UNDER RULES 13.13 TO 13.19 OF THE LISTING RULES

Our Directors confirm that, except as otherwise disclosed in this Document, as of the

Latest Practicable Date, there was no circumstance that would give rise to a disclosure

requirement under Rules 13.13 to 13.19 of the Listing Rules.
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FUTURE PLANS

See “Business — Our Strategies” in this Document for a detailed description of our future

plans.

USE OF [REDACTED]

Assuming that the [REDACTED] is not exercised, after deducting the [REDACTED]

and other estimated [REDACTED] expenses payable by us in connection with the

[REDACTED], and assuming an [REDACTED] of HK$[REDACTED] per Share (being the

mid-point of the indicative [REDACTED] of HK$[REDACTED] and HK$[REDACTED]),

we estimate that we will receive net [REDACTED] of approximately HK$[REDACTED]

from the [REDACTED]. We intend to use the [REDACTED] from the [REDACTED] for the

purposes and in the amounts set forth below:

• Approximately [REDACTED]% of the net [REDACTED], or HK$[REDACTED], will

be used to optimize and expand our sales channels in Chinese Mainland and strengthen

our presence across sales channels over the next three years, including:

� approximately [REDACTED]% of the net [REDACTED], or HK$[REDACTED],

will be used for offline channel development, including (i) opening new directly-

operated stores for our major brands with a particular focus on shopping malls and

department stores in tier-1 and tier-2 cities; and (ii) renovating and upgrading

existing stores with an average store age of approximately three to five years, to

enhance both customer experience and operational efficiency.

� approximately [REDACTED]% of the net [REDACTED], or HK$[REDACTED],

will be used for online channel development, including (i) online promotion, such

as investing in targeted digital advertising on major e-commerce platforms and

social media to increase brand visibility and attract online traffic; (ii) collaborations

with key opinion leaders (“KOLs”) and key opinion consumers (“KOCs”),

leveraging their influence and authentic product recommendations to enhance brand

credibility and reach new customer segments; and (iii) building an in-house

professional livestreaming and content production team to deliver engaging

livestream shopping sessions and high-quality digital content, further strengthening

our digital marketing and driving online sales growth.
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• Approximately [REDACTED]% of the net [REDACTED], or HK$[REDACTED], will

be allocated to brand-building initiatives. In particular, we plan to (i) produce

promotional videos and documentaries of our brand and increase both online and offline

brand advertising to enhance our brand visibility and recognition; (ii) sponsor high-

profile events, such as marathons and national-level competitions to strengthen our brand

with sports and active lifestyles; (iii) expand collaborations with well-known celebrities

and increase investment in brand ambassadorships to further elevate our brand image and

market influence and (iv) organize product launch events and other offline brand

activities, such as themed pop-up stores and runway shows similar to the “Heights

Beyond Altitude” series, to engage directly with consumers and reinforce our brand

positioning within the apparel market. These initiatives are designed to drive greater

brand awareness, foster deeper consumer engagement, and support the long-term growth

of our business.

• Approximately [REDACTED]% of the net [REDACTED], or HK$[REDACTED], will

be used to advance our collaboration with international brands, and to enhance our

international brand image and overall competitiveness. In particular:

� approximately [REDACTED]% of the net [REDACTED], or HK$[REDACTED],

will be allocated to capturing domestic sports consumption trends by establishing

deep strategic partnerships with leading international brands over the next three

years. In particular, we plan to (i) identify and collaborate with suitable international

brands that align with emerging sports consumption trends such as new fitness

categories, lightweight or intelligent sports gear and environmentally conscious

products. We plan to broaden our Group’s brand portfolio through licensing or

agency arrangement; (ii) cooperate with international sports events and sports

organizations to enhance our brand awareness. For example, we plan to focus on

HEAD’s core strengths in tennis and skiing, co-hosting tennis tournament and

sponsoring top tier championships; and (iii) promote localized co-creation and

product iteration with our international brand partners to tailor offerings to domestic

consumer preferences and enhance our differentiated competitiveness.

� approximately [REDACTED]% of the net [REDACTED], or HK$[REDACTED],

will be used to accelerate the expansion of our proprietary brands in overseas

markets and further enhance our international presence and brand influence over the

next three years. We plan to (i) open new stores in Southeast Asia, the Middle East,

Central Asia and Africa, and recruit and train local teams to support our operations.

These stores will primarily be located in high-traffic shopping malls; (ii) organize

new product launches, set up pop-up stores, host KOL engagement events and

implement other marketing initiatives, with the purpose of enhancing our brand

awareness and strengthening our market influence; and (iii) establish online

platforms to better serve oversea market and host brand promotion activities

targeting overseas customers, to broaden the reach of our products and brand

philosophy.
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• Approximately [REDACTED]% of the net [REDACTED], or HK$[REDACTED], will
be used for potential investment, merger and acquisition opportunities, primarily
targeting to acquire high-quality strong sports brands or international brand to further
broaden our international sports brands portfolio and capture the growth momentum in the
sportswear segment. We intend to focus on vertical sportswear segments such as running,
equestrian and ball sports. Our selection criteria primarily include strong brand
recognition in their respective professional sports categories, a clear product heritage
supported by technical performance features, scalable commercial potential in the
Chinese and Asian markets and the ability to integrate into our existing supply chain and
omni-channel sales network. As of the Latest Practicable Date, we had entered into a asset
acquisition agreement with a European premium equestrian brand to acquire intellectual
property rights and other assets in China and certain countries and regions in Asian. The
acquisition is expected to be settled after the [REDACTED] and will serve to deepen our
presence in high-end performance sports. We are also exploring other acquisition
opportunities that align with our strategic focus and can further diversify our brand
portfolio, strengthen our competitiveness in emerging sports categories and expand our
international footprint.

• Approximately [REDACTED]% of the net [REDACTED], or HK$[REDACTED], will
be used to strengthen our digitalization and information technology capabilities across all
business segments over the next three years. We plan to (i) develop or acquire software
systems, with a particular focus on building and standardized systems for our overseas
directly-operated stores. We will also upgrade our existing ERP to strengthen data
architecture, automation and the application of AI across our Group, (ii) purchase digital
and IT hardware such as servers, high-performance computers, networking equipment,
and data storage devices to support the expansion and reliability of our digital
infrastructure, and (iii) invest in cybersecurity equipment and software, including
advanced firewalls, intrusion detection systems, and data encryption tools, to strengthen
the security, stability and resilience of our information systems.

• Approximately [REDACTED]% of the net [REDACTED], or HK$[REDACTED], will
be used to support our research and development activities and drive new product
innovation over the next three years. We will (i) enhance our R&D infrastructure at our
headquarters to support apparel design and development; (ii) increase investment in new
materials, new products and process improvements, procure advanced analytical and
testing equipment. Our R&D efforts will focus on testing garment quality and fabric
performance, developing new materials that enhance functionality and comfort and
driving the commercialization of R&D outcomes to strengthen product value. We also
plan to explore clothes pattern development suitable for overseas consumers and design
concepts that reflect local lifestyles and cultural preferences. To support these initiatives,
we intend to procure testing equipment, such as those for fabric durability and tensile
testing, to improve design accuracy and accelerate product iteration; and (iii) recruiting
R&D personnel with expertise in fabrics, new materials, and production processes. We
believe these initiatives will enhance our core R&D design capabilities and improve the
efficiency of our product development process; and

• Approximately [REDACTED]% of the net [REDACTED], or HK$[REDACTED], as
working capital and for general corporate uses.
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In the event that the [REDACTED] is set at the maximum [REDACTED] or the

minimum [REDACTED] of the indicative [REDACTED], the net [REDACTED] of the

[REDACTED] will increase or decrease by approximately HK$[REDACTED], respectively.

The additional net [REDACTED] that we would receive if the [REDACTED] were

exercised in full would be (i) HK$[REDACTED] (assuming an [REDACTED] of

HK$[REDACTED] per [REDACTED], being the maximum [REDACTED] of the indicative

[REDACTED]), (ii) HK$[REDACTED] (assuming an [REDACTED] of HK$[REDACTED]

per [REDACTED], being the mid-point of the indicative [REDACTED]) and (iii)

HK$[REDACTED] (assuming an [REDACTED] of HK$[REDACTED] per [REDACTED],

being the minimum [REDACTED] of the indicative [REDACTED]).

To the extent that the net [REDACTED] from the [REDACTED] are either more or less

than expected, we will adjust our allocation of the net [REDACTED] for the above purposes

on a pro-rata basis.

To the extent that the net [REDACTED] of the [REDACTED] are not immediately used

for the above purposes or if we are unable to effect any part of our future development plans

as intended, we may deposit such funds into short-term interest-bearing accounts at licensed

commercial banks and/or other authorized financial institutions (as defined under the

Securities and Futures Ordinance or the applicable laws and regulations in other jurisdictions)

for so long as it is deemed to be in the best interests of the Company. In such event, we will

comply with the appropriate disclosure requirements under the Listing Rules.

If any part of our development plan does not proceed as planned for reasons such as

changes in government policies that would hinder the development of any of our projects, or

the occurrence of force majeure events, the Directors will carefully evaluate the situation and

may reallocate the net [REDACTED] from the [REDACTED].
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[REDACTED]

The Sole Sponsor’s Independence

The Sole Sponsor satisfies the independence criteria set out in Rule 3A.07 of the Listing

Rules.
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The following is the text of a report, prepared for the purpose of incorporation in this

document, received from the independent reporting accountants, HLB Hodgson Impey Cheng

Limited, Certified Public Accountants, Hong Kong.

ACCOUNTANTS’ REPORT ON HISTORICAL FINANCIAL INFORMATION TO THE
DIRECTORS OF HLA GROUP CORP., LTD. AND HUATAI FINANCIAL HOLDINGS
(HONG KONG) LIMITED

Introduction

We report on the historical financial information of HLA Group Corp., Ltd. (the

“Company”) and its subsidiaries (together, the “Group”) set out on pages I-4 to I-87, which

comprises the consolidated statements of financial position as at 31 December 2022, 2023 and

2024, the statements of financial position of the Company as at 31 December 2022, 2023 and

2024 and the consolidated statements of profit or loss and other comprehensive income, the

consolidated statements of changes in equity and the consolidated statements of cash flows for

each of the years ended 31 December 2022, 2023 and 2024 (the “Relevant Periods”) and

material accounting policy information and other explanatory information (together, the

“Historical Financial Information”). The Historical Financial Information set out on pages

I-4 to I-87 forms an integral part of this report, which has been prepared for inclusion in the

Document of the Company dated [REDACTED] (the “Document”) in connection with the

[REDACTED] of shares of the Company on the Main Board of The Stock Exchange of Hong

Kong Limited.

Directors’ responsibility for the Historical Financial Information

The directors of the Company are responsible for the preparation of Historical Financial

Information that gives a true and fair view in accordance with the basis of preparation and

presentation set out in Note 3 to the Historical Financial Information, and for such internal

control as the directors determine is necessary to enable the preparation of Historical Financial

Information that is free from material misstatement, whether due to fraud or error.

Reporting accountants’ responsibility

Our responsibility is to express an opinion on the Historical Financial Information and to

report our opinion to you. We conducted our work in accordance with Hong Kong Standard on

Investment Circular Reporting Engagements 200, “Accountants’ Reports on Historical

Financial Information in Investment Circulars” issued by the Hong Kong Institute of Certified

Public Accountants (“HKICPA”). This standard requires that we comply with ethical standards

and plan and perform our work to obtain reasonable assurance about whether the Historical

Financial Information is free from material misstatement.
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Our work involved performing procedures to obtain evidence about the amounts and
disclosures in the Historical Financial Information. The procedures selected depend on the
reporting accountants’ judgement, including the assessment of risks of material misstatement
of the Historical Financial Information, whether due to fraud or error. In making those risk
assessments, the reporting accountants consider internal control relevant to the entity’s
preparation of Historical Financial Information that gives a true and fair view in accordance
with the basis of preparation and presentation set out in Note 3 to the Historical Financial
Information in order to design procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the entity’s internal control. Our
work also included evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by the directors, as well as evaluating the overall
presentation of the Historical Financial Information.

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

Opinion

In our opinion the Historical Financial Information gives, for the purposes of the
accountants’ report, a true and fair view of the Group’s and the Company’s financial position
as at 31 December 2022, 2023 and 2024 and of the Group’s financial performance and cash
flows for the Relevant Periods in accordance with the basis of preparation and presentation set
out in Note 3 to the Historical Financial Information.

Review of interim financial information

We have reviewed the interim financial information of the Group which comprises the
consolidated statements of profit or loss and other comprehensive income, the consolidated
statements of changes in equity and the consolidated statements of cash flows for the six
months ended 30 June 2024 and 2025 and, the consolidated statement of financial position of
the Group and the statement of financial position of the Company as at 30 June 2025 and other
explanatory information (the “Interim Financial Information”). The directors of the
Company are responsible for the preparation and presentation of the Interim Financial
Information in accordance with the basis of preparation and presentation set out in Note 3 to
the Historical Financial Information. Our responsibility is to express a conclusion on the Stub
Period Comparative Financial Information based on our review. We conducted our review in
accordance with Hong Kong Standard on Review Engagements 2410, “Review of Interim
Financial Information Performed by the Independent Auditor of the Entity” issued by the
HKICPA. A review consists of making inquiries, primarily of persons responsible for financial
and accounting matters, and applying analytical and other review procedures. A review is
substantially less in scope than an audit conducted in accordance with Hong Kong Standards
on Auditing and consequently does not enable us to obtain assurance that we would become
aware of all significant matters that might be identified in an audit. Accordingly, we do not
express an audit opinion. Based on our review, nothing has come to our attention that causes
us to believe that the Interim Financial Information, for the purposes of the accountants’ report,
is not prepared, in all material respects, in accordance with the basis of preparation and
presentation set out in Note 3 to the Historical Financial Information.
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Report on matters under the Rules Governing the [REDACTED] of Securities on the
Stock Exchange and the Companies (Winding Up and Miscellaneous Provisions)
Ordinance

Adjustments

In preparing the Historical Financial Information, no adjustments to the Underlying

Financial Statements as defined on page I-4 have been made.

Dividends

We refer to Note 12 to the Historical Financial Information which contains information

about the dividends paid by the Company in respect of the Relevant Periods.

Certified Public Accountants

[�]

Practising Certificate Number: [�]

Hong Kong, [�]
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I. HISTORICAL FINANCIAL INFORMATION OF THE GROUP

Preparation of Historical Financial Information

Set out below is the Historical Financial Information which forms an integral part of this

accountants’ report.

The consolidated financial statements of the Group for the Track Record Period, on which

the Historical Financial Information is based, were audited by HLB Hodgson Impey Cheng

Limited in accordance with Hong Kong Standards on Auditing issued by the HKICPA

(“Underlying Financial Statements”).

The Historical Financial Information is presented in Renminbi (“RMB”) and all values

are rounded to the nearest thousand (RMB’000) except when otherwise indicated.
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Consolidated statements of profit or loss and other comprehensive income

Year ended December 31,
Six months ended

June 30,

Notes 2022 2023 2024 2024 2025

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited) (unaudited)

Revenue� � � � � � � � � � � � � � � � � � 5 17,905,174 20,754,362 20,162,102 10,909,177 11,237,745
Cost of sales � � � � � � � � � � � � � � � (10,135,380) (11,379,500) (10,984,826) (5,842,691) (5,969,130)

Gross profit � � � � � � � � � � � � � � � 7,769,794 9,374,862 9,177,276 5,066,486 5,268,615
Other gains and losses, net � � � � � � 7 (32,161) (11,559) (153,611) (1,000) (121,198)
Distribution and selling expenses � � (3,424,651) (4,353,303) (4,841,332) (2,387,832) (2,472,101)
Administrative expenses � � � � � � � � (972,150) (996,364) (1,057,354) (489,965) (508,010)
Research and development expenses� (194,035) (200,337) (288,132) (111,609) (106,373)
Share of result of associates� � � � � � – 34,022 13,134 13,134 –
Finance costs � � � � � � � � � � � � � � � 8 (249,957) (223,416) (62,715) (33,039) (30,055)

Profit before tax � � � � � � � � � � � � 9 2,896,840 3,623,905 2,787,266 2,056,175 2,030,878
Income tax expense � � � � � � � � � � � 11 (834,816) (705,470) (598,253) (417,737) (443,296)

Profit for the year/period � � � � � � 2,062,024 2,918,435 2,189,013 1,638,438 1,587,582

Other comprehensive
income/(expenses), net of tax

Items that will not be reclassified to
profit or loss:

Fair value change of equity
instruments at fair value through
other comprehensive income
(“FVTOCI”)� � � � � � � � � � � � � � – 22,893 5,798 (386) (851)

Items that may be reclassified
subsequently to profit or loss:

Exchange differences arising on
translating foreign operations � � � 12,518 1,257 12,547 2,852 6,031

Other comprehensive income for
the year/period � � � � � � � � � � � � 12,518 24,150 18,345 2,466 5,180

Total comprehensive income for
the year/period � � � � � � � � � � � � 2,074,542 2,942,585 2,207,358 1,640,904 1,592,762

Profit/(loss) for the year/period
attributable to

– Owners of the Company � � � � � � � 2,155,275 2,951,962 2,158,603 1,636,378 1,580,422
– Non-controlling interests � � � � � � (93,251) (33,527) 30,410 2,060 7,160

2,062,024 2,918,435 2,189,013 1,638,438 1,587,582

Total comprehensive
income/(expenses) for the
year/period attributable to

– Owners of the Company � � � � � � � 2,167,793 2,976,112 2,176,948 1,638,844 1,585,602
– Non-controlling interests � � � � � � (93,251) (33,527) 30,410 2,060 7,160

2,074,542 2,942,585 2,207,358 1,640,904 1,592,762

Earnings per share� � � � � � � � � � � 13
Basic (in RMB per share) � � � � � � � 0.50 0.68 0.46 0.35 0.33

Diluted (in RMB per share) � � � � � � 0.48 0.64 0.46 0.35 0.33
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Consolidated statements of financial position

As at December 31,
As at

June 30,

Notes 2022 2023 2024 2025

RMB’000 RMB’000 RMB’000 RMB’000

(unaudited)

NON-CURRENT ASSETS
Property, plant and equipment � 14 3,371,473 3,265,545 3,261,578 3,160,938
Right-of-use assets � � � � � � � � � � 15 1,575,335 1,662,195 1,998,608 2,087,930
Investment properties � � � � � � � � 16 842,499 886,064 712,685 697,935
Goodwill � � � � � � � � � � � � � � � � � 17 732,326 732,326 800,447 800,447
Intangible assets� � � � � � � � � � � � 18 603,976 377,167 323,391 288,514
Interests in associates� � � � � � � � 19 – 194,022 – –
Financial assets at fair value

through profit or loss

(“FVTPL”)� � � � � � � � � � � � � � 20 148,368 244,163 293,435 292,228
Equity instruments at FVTOCI � 21 245,125 244,162 251,793 250,558
Deferred tax assets � � � � � � � � � � 22 629,625 542,498 657,873 675,099
Prepayment � � � � � � � � � � � � � � � 24 36,570 55,631 46,734 40,760
Time deposits � � � � � � � � � � � � � � 25 5,160,000 2,430,000 2,720,000 4,070,000

13,345,297 10,633,773 11,066,544 12,364,409

CURRENT ASSETS
Inventories � � � � � � � � � � � � � � � � 26 9,455,106 9,336,830 11,986,958 10,255,063
Trade and bills receivables � � � � 23 1,148,874 1,040,368 1,249,361 1,301,855
Prepayment and other

receivables � � � � � � � � � � � � � � 24 1,473,739 1,196,829 1,437,393 1,217,604
Financial assets at FVTPL � � � � 20 162,051 365,042 305,100 217,448
Restricted bank deposits� � � � � � 25 64,002 22,700 21,611 19,937
Time deposits � � � � � � � � � � � � � � 25 312,000 3,230,000 2,590,000 1,290,000
Cash and cash equivalents � � � � 25 6,787,598 7,887,301 4,774,054 6,755,817

19,403,370 23,079,070 22,364,477 21,057,724
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As at December 31,
As at

June 30,

Notes 2022 2023 2024 2025

RMB’000 RMB’000 RMB’000 RMB’000

(unaudited)

CURRENT LIABILITIES
Trade and bills payables� � � � � � � � 27 9,483,136 10,053,022 11,196,804 10,185,937
Deposit received, accruals and

other payables � � � � � � � � � � � � � 28 2,565,937 2,137,206 1,978,075 2,688,686
Taxation payables� � � � � � � � � � � � � 662,238 513,129 548,986 432,905
Convertible bonds � � � � � � � � � � � � 29 – 2,550,137 – –
Contract liabilities � � � � � � � � � � � � 30 1,015,233 792,857 613,869 248,835
Lease liabilities � � � � � � � � � � � � � � 31 458,960 721,941 918,268 918,379

14,185,504 16,768,292 15,256,002 14,474,742

Net Current Assets � � � � � � � � � � � 5,217,866 6,310,778 7,108,475 6,582,982

Total Assets less Current
Liabilities � � � � � � � � � � � � � � � � 18,563,163 16,944,551 18,175,019 18,947,391

NON-CURRENT LIABILITIES
Deferred tax liabilities � � � � � � � � � 22 129,710 84,468 66,571 60,557
Deposit received � � � � � � � � � � � � � 28 254,291 169,130 130,260 110,262
Lease liabilities � � � � � � � � � � � � � � 31 879,911 653,279 691,270 761,641
Convertible bonds � � � � � � � � � � � � 29 2,777,149 – – –

4,041,061 906,877 888,101 932,460

Net assets � � � � � � � � � � � � � � � � � � 14,522,102 16,037,674 17,286,918 18,014,931

CAPITAL AND RESERVES
Share capital � � � � � � � � � � � � � � � � 32 4,319,607 4,381,004 4,802,770 4,802,770
Reserves� � � � � � � � � � � � � � � � � � � � 10,281,676 11,668,612 12,208,485 12,930,814

Equity attributable to owners of
the Company � � � � � � � � � � � � � � 14,601,283 16,049,616 17,011,255 17,733,584

Non-controlling interests � � � � � � � (79,181) (11,942) 275,663 281,347

Total equity� � � � � � � � � � � � � � � � � 14,522,102 16,037,674 17,286,918 18,014,931
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Consolidated statements of cash flows

Year ended December 31,
Six months ended

June 30,

Notes 2022 2023 2024 2024 2025

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

(unaudited) (unaudited)

Operating Activities
Profit before tax � � � � � � � � � � � � 2,896,840 3,623,905 2,787,266 2,056,175 2,030,878
Adjustments for:
Finance costs � � � � � � � � � � � � � � � 249,957 223,416 62,715 33,039 30,055
Interest income� � � � � � � � � � � � � � (294,863) (197,397) (255,166) (132,004) (91,136)
Share of results of associates � � � � � – (34,022) (13,134) (13,134) –
Fair value change on financial

instruments at fair value through

profit or loss� � � � � � � � � � � � � � 19,439 2,902 (34,115) (14,260) (1,000)
Realised gain/loss on financial

assets at FVTPL � � � � � � � � � � � 7 – 1,382 – 530
Fair value gain on acquisition of a

subsidiary � � � � � � � � � � � � � � � – – (112,843) (112,843) –
Gain on disposal of subsidiaries � � � – (151,937) – – –
Loss/(gain) on disposal/

written off of property,

plant and equipment � � � � � � � � � 1,347 (633) 20,328 202 (417)
Gain on disposal/

written off of right-of-use assets � (2,483) (846) (631) (281) (2,387)
Provision of impairment loss

recognised in respect of trade

receivables, net � � � � � � � � � � � � 7,098 (8,680) 9,388 1,476 2,246
Provision of impairment loss

recognised in respect of other

receivables, net � � � � � � � � � � � � 9,844 13,038 28,598 (971) (5,503)
Impairment for inventories � � � � � � 415,331 333,106 492,797 285,379 261,012
Impairment losses on goodwill � � � � 50,902 – 75,830 – –
Impairment losses on intangible

assets � � � � � � � � � � � � � � � � � � 37,875 119,342 – – –
Depreciation of property, plant and

equipment � � � � � � � � � � � � � � � 485,288 486,124 470,808 225,058 251,593
Depreciation of right-of-use assets � � 713,558 831,681 937,140 454,695 514,463
Depreciation of investment

properties� � � � � � � � � � � � � � � � 40,763 48,885 39,648 27,181 21,206
Amortisation of intangible assets � � � 100,158 92,143 72,285 36,051 35,676
Exchange loss � � � � � � � � � � � � � � 1,786 4,008 7,806 6,754 3,185
Share-based payment expense� � � � � 13,154 – – – –
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Year ended December 31,
Six months ended

June 30,

Notes 2022 2023 2024 2024 2025

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

(unaudited) (unaudited)

Operating cash flow before

movement in working capital � � � 4,746,001 5,385,035 4,590,102 2,852,517 3,050,401
Movements in working capital:
Change in inventories � � � � � � � � � (1,750,182) (504,011) (2,431,489) 209,644 1,470,856
Change in trade and other

receivables � � � � � � � � � � � � � � � (346,722) 292,237 (397,629) (1,587) 116,784
Change in trade and other payables � 1,093,497 1,054,638 940,222 (336,708) (1,156,235)
Change in contract liabilities � � � � � 151,817 (203,784) (206,552) (307,920) (365,034)

Cash generated from operations � � � 3,894,411 6,024,115 2,494,654 2,415,946 3,116,772
Income tax paid � � � � � � � � � � � � � (937,668) (923,634) (681,800) (556,086) (582,334)

Net cash generated from
operating activities � � � � � � � � � 2,956,743 5,100,481 1,812,854 1,859,860 2,534,438

Investing Activities
Interest received � � � � � � � � � � � � � 186,067 108,847 372,424 66,887 151,344
Loan advance to associates � � � � � � – – (480,000) (480,000) –
Net cash (outflow)/inflow on

acquisition of subsidiaries � � � � � (381) 659 77,010 77,010 –
Capital contribution of interest in

associate � � � � � � � � � � � � � � � � – (160,000) – – –
Purchases of property, plant and

equipment � � � � � � � � � � � � � � � (345,527) (547,654) (429,878) (234,022) (177,524)
Payments for right-for-use assets � � � – (29,838) (613) – –
Purchases of intangible assets� � � � � (42,828) (2,279) (1,753) (4,453) (799)
Purchases of investment properties � (1,006) – – – –
Purchase of financial assets at

FVTPL � � � � � � � � � � � � � � � � � (153,000) (301,688) (51,000) (51,000) –
Purchase of financial assets at

FVTOCI � � � � � � � � � � � � � � � � (125) (200) – – (150)
Proceeds from disposal of financial

assets at FVTPL � � � � � � � � � � � (7) – 94,608 – 89,494
Proceeds from disposal of financial

assets at FVTOCI� � � � � � � � � � � – 30,000 100 – –
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Year ended December 31,
Six months ended

June 30,

Notes 2022 2023 2024 2024 2025

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

(unaudited) (unaudited)

Net cash inflow on disposal of

subsidiaries � � � � � � � � � � � � � � 1,832 283,671 – – –
Proceeds on disposal of property,

plant and equipment � � � � � � � � � (735) 1,016 598 673 584
Withdrawal of time/restricted bank

deposits � � � � � � � � � � � � � � � � � 2,756,369 367,392 3,246,434 390,031 1,494,042
Placement of time/restricted bank

deposits � � � � � � � � � � � � � � � � � (2,265,265) (514,090) (2,895,345) (1,390,351) (1,542,368)

Net cash generated from/(used in)
investing activities � � � � � � � � � 135,394 (764,164) (67,415) (1,625,225) 14,623

Financing Activities
Dividend paid � � � � � � � � � � � � � � (2,202,999) (1,857,431) (3,794,189) (2,689,551) –
Interest paid � � � � � � � � � � � � � � � (28,742) (38,347) (30) (30) –
Repayment of lease liabilities � � � � � (711,589) (912,121) (1,069,088) (556,717) (564,880)
Additional capital of non-controlling

interests� � � � � � � � � � � � � � � � � – 125 3,500 – –
Acquisition of partial interest of

a subsidiary � � � � � � � � � � � � � � (34,666) (422,858) – – –
Redemption of convertible bonds � � (1) – (2,300) (2,300) –

Net cash used in financing
activities � � � � � � � � � � � � � � � � (2,977,997) (3,230,632) (4,862,107) (3,248,598) (564,880)

Net change in cash and
cash equivalents � � � � � � � � � � � 114,140 1,105,685 (3,116,668) (3,013,963) 1,984,181

Cash and cash equivalents at the
beginning of the year/period � � � 6,667,664 6,787,598 7,887,301 7,887,301 4,774,054

Effect of foreign exchange rate
changes� � � � � � � � � � � � � � � � � 5,794 (5,982) 3,421 (2,189) (2,418)

Cash and cash equivalents at the
end of the year/period � � � � � � � 6,787,598 7,887,301 4,774,054 4,871,149 6,755,817
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Statements of financial position of the Company

As at December 31,
As at

June 30,

Notes 2022 2023 2024 2025

RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)

NON-CURRENT ASSETS
Property, plant and equipment � � � 216,886 207,468 165,713 150,073
Right-of-use assets � � � � � � � � � � � � 5,086 13,863 26,729 28,704
Investment properties � � � � � � � � � � 365,880 322,454 297,361 288,664
Intangible assets� � � � � � � � � � � � � � 5,541 4,939 4,314 3,972
Investments in subsidiaries� � � � � � 42 17,938,313 17,228,413 17,228,413 17,228,413
Equity instruments at FVTOCI � � � 195,000 220,729 225,627 225,627
Deferred tax assets � � � � � � � � � � � � 1,148 – 4,223 6,553
Prepayment � � � � � � � � � � � � � � � � � 3,042 2,728 631 623
Time deposits � � � � � � � � � � � � � � � � 25 2,100,000 800,000 750,000 850,000

20,830,896 18,800,594 18,703,011 18,782,629

CURRENT ASSETS
Inventories � � � � � � � � � � � � � � � � � � 26 559,188 652,258 648,755 360,100
Trade and bills receivables � � � � � � 23 516,511 408,902 349,374 712,879
Prepayment and other receivables 215,971 280,549 158,616 105,624
Amounts due from subsidiaries � � 42 2,535,141 4,090,631 4,256,703 3,719,230
Financial assets FVTPL � � � � � � � � – 317 556 788
Restricted bank deposits� � � � � � � � 25 14,002 22,700 21,611 19,937
Time deposit � � � � � � � � � � � � � � � � 25 130,000 1,330,000 830,000 600,000
Cash and cash equivalents � � � � � � 25 3,469,203 3,203,627 1,790,325 2,052,714

7,440,016 9,988,984 8,055,940 7,571,272

CURRENT LIABILITIES
Trade payables � � � � � � � � � � � � � � � 128,353 171,314 200,151 201,718
Accruals and other payables � � � � � 28 316,971 231,941 210,257 964,217
Amounts due to subsidiaries � � � � 42 – 916,747 177,718 63,000
Taxation payables� � � � � � � � � � � � � 138,933 88,227 20,641 46,881
Convertible bonds � � � � � � � � � � � � 29 – 2,550,137 – –
Contract liabilities � � � � � � � � � � � � 30 498,077 611,224 416,081 64,357
Lease liabilities � � � � � � � � � � � � � � 2,160 2,964 5,841 6,634

1,084,494 4,572,554 1,030,689 1,346,807

Net Current Assets � � � � � � � � � � � 6,355,522 5,416,430 7,025,251 6,224,465

Total Assets less Current
Liabilities � � � � � � � � � � � � � � � � 27,186,418 24,217,024 25,728,262 25,007,094

NON-CURRENT LIABILITIES
Deferred tax liabilities � � � � � � � � � 33,349 4,936 – –
Lease liabilities � � � � � � � � � � � � � � 3,678 4,037 14,111 16,089
Convertible bonds � � � � � � � � � � � � 29 2,777,149 – – –

2,814,176 8,973 14,111 16,089

Net assets � � � � � � � � � � � � � � � � � � 24,372,242 24,208,051 25,714,151 24,991,005

Capital and Reserves
Share capital � � � � � � � � � � � � � � � � 32 4,319,607 4,381,004 4,802,770 4,802,770
Reserves� � � � � � � � � � � � � � � � � � � � 43 20,052,635 19,827,047 20,911,381 20,188,235

Total Equity � � � � � � � � � � � � � � � � 24,372,242 24,208,051 25,714,151 24,991,005

APPENDIX I ACCOUNTANTS’ REPORT

– I-14 –

THIS DOCUMENT IS IN DRAFT FORM. THE INFORMATION CONTAINED HEREIN IS INCOMPLETE AND IS SUBJECT TO
CHANGE. THIS DOCUMENT MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE
COVER OF THIS DOCUMENT.



II. NOTES TO THE HISTORICAL FINANCIAL INFORMATION OF THE GROUP

1. GENERAL INFORMATION

HLA Group Corp., Ltd. (the “Company”) was a joint stock company incorporated in the People’s Republic of
China (the “PRC”). The address of the Company’s registered office is Xinqiao Town, Jiangyin City, Jiangsu Province,
The PRC and its principal place of business is Huashi Town, Jiangyin City, Jiangsu Province, The PRC.

Heilan Group Co., Ltd. is our parent company and Mr. Zhou Jianping is the ultimate controlling party.

The Group is were principally engaged in the business of retail of apparel & lifestyle products and the
provision of group purchasing customization services. The activities of its principal subsidiaries are set out in
Note 42.

The consolidated financial statements of the Company and its subsidiaries (collectively referred to the
“Group”) are presented in Renminbi (“RMB”) and all values are rounded to the nearest thousand (RMB’000) except
when otherwise indicated, which is the same as the functional currency of the Company.

2. APPLICATION OF NEW AND AMENDMENTS TO HKFRS ACCOUNTING STANDARDS

For the purpose of preparing and presenting the Historical Financial Information for the Track Record Period,
the Group has consistently applied HKFRS Accounting Standards issued by the Hong Kong Institute of Certified
Public Accountants (the “HKICPA”) which are effective for the Group’s annual accounting period beginning on 1
January 2025 through the Track Record Period.

New and Amendments to HKFRS Accounting Standards in issue but not yet effective

At the date of this report, the Group has not early applied the following new and amendments to HKFRS
Accounting Standards that have been issued but not yet effective:

Amendments to HKFRS 9 and HKFRS 7 � � � Amendments to the Classification and Measurement of
Financial Instruments2

Amendments to HKFRS 9 and HKFRS 7 � � � Contracts Referencing Nature-dependent Electricity2

Amendments to HKFRS 10 and HKAS 28 � � Sale or Contribution of Assets between an Investor and
its Associate or Joint Venture1

Amendments to HKFRS Standards � � � � � � � Annual Improvements to HKFRS Accounting Standards –
Accounting Volume 112

HKFRS 18 � � � � � � � � � � � � � � � � � � � � � � Presentation and Disclosure in Financial Statements3

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

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

3 Effective for annual periods beginning on or after 1 January 2027.

Except for the new and amendments to HKFRS Accounting Standards mentioned below, the directors of the
Company anticipate that the application of all other new and amendments to HKFRS Accounting Standards will have
no material impact on the consolidated financial statements in the foreseeable future.
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HKFRS 18 Presentation and Disclosure in Financial Statements

HKFRS 18 Presentation and Disclosure in Financial Statements, which sets out requirements on presentation
and disclosures in financial statements, will replace HKAS 1 Presentation of Financial Statements. This new HKFRS
Accounting Standard, while carrying forward many of the requirements in HKAS 1, introduces new requirements to
present specified categories and defined subtotals in the statement of profit or loss; provide disclosures on
management-defined performance measures in the notes to the financial statements and improve aggregation and
disaggregation of information to be disclosed in the financial statements. In addition, some HKAS 1 paragraphs have
been moved to HKAS 8 Accounting Policies, Changes in Accounting Estimates and Errors and HKFRS 7 Financial
Instruments Disclosures. The minor amendments to HKAS 7 Statement of Cash Flows and HKAS 33 Earnings per
Share are also made.

HKFRS 18 and amendments to other standards, will be effective for annual periods beginning on or after
January 1, 2027, with early application permitted. The application of the new standard is expected to affect the
presentation of the statement of profit or loss and disclosures in the future financial statements and the directors of
the Company anticipate that there will have no material impact on the Group’s financial position and performance.

3. BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL STATEMENTS AND MATERIAL
ACCOUNTING POLICY INFORMATION

3.1 Basis of preparation of Historical Financial Information

The Historical Financial Information have been prepared in accordance with HKFRS Accounting Standards
issued by the HKICPA. For the purpose of preparation of the Historical Financial Information, information is
considered material if such information is reasonably expected to influence decisions made by primary users. In
addition, the Historical Financial Information include applicable disclosures required by the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited (“Listing Rules”) and by the Hong Kong
Companies Ordinance.

3.2 Material accounting policy information

Basis of consolidation

The Historical Financial Information incorporate the financial statements of the Company and entities
controlled by the Company and its subsidiaries. Control is achieved where the Company:

• has power over the investee;

• is exposed, or has rights, to variable returns from its involvement with the investee; and

• has the ability to use its power to affect its returns.

The Group reassesses whether or not it controls an investee if facts and circumstances indicate that there
are changes to one or more of the three elements of control listed above.

Consolidation of a subsidiary begins when the Group obtains control over the subsidiary and ceases
when the Group loses control of the subsidiary. Specifically, income and expenses of a subsidiary acquired or
disposed of during the year are included in the consolidated statement of profit or loss and other
comprehensive income from the date the Group gains control until the date when the Group ceases to control
the subsidiary.

Profit or loss and each item of other comprehensive income are attributed to the owners of the Company
and to the non-controlling interests. Total comprehensive income of subsidiaries is attributed to the owners of
the Company and to the non-controlling interests even if this results in the non-controlling interests having a
deficit balance.

When necessary, adjustments are made to the financial statements of subsidiaries to bring their
accounting policies in line with the Group’s accounting policies.

All intragroup 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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Non-controlling interests in subsidiaries are presented separately from the Group’s equity therein, which
represent present ownership interests entitling their holders to a proportionate share of net assets of the
relevant subsidiaries upon liquidation.

Changes in the Group’s ownership interests in existing subsidiaries

Changes in the Group’s interests in subsidiaries that do not result in the Group losing control over the
subsidiaries are accounted for as equity transactions. The carrying amounts of the Group’s relevant
components of equity and the non-controlling interests are adjusted to reflect the changes in their relative
interests in the subsidiaries, including re-attribution of relevant reserves between the Group and the
non-controlling interests according to the Group’s and the non-controlling interests’ proportionate interests.

Any difference between the amount by which the non-controlling interests are adjusted, and the fair
value of the consideration paid or received is recognised directly in equity and attributed to owners of the
Company.

When the Group loses control of a subsidiary, the assets and liabilities of that subsidiary and
non-controlling interests (if any) are derecognised. A gain or loss is recognised in profit or loss and is
calculated as the difference between (i) the aggregate of the fair value of the consideration received and the
fair value of any retained interest and (ii) the previous carrying amount of the assets (including goodwill), and
liabilities attributable to the owners of the Company. All amounts previously recognised in other
comprehensive income in relation to that subsidiary are accounted for as if the Group had directly disposed
of the related assets or liabilities of the subsidiary (i.e. reclassified to profit or loss or transferred to another
category of equity as specified/permitted by applicable HKFRSs). The fair value of any investment retained
in the former subsidiary at the date when control is lost is regarded as the fair value on initial recognition for
subsequent accounting under HKFRS 9 Financial Instruments or, when applicable, the cost on initial
recognition of an investment in an associate.

Revenue from contracts with customers

The Group recognises revenue when (or as) a performance obligation is satisfied, i.e. when “control”
of the goods or services underlying the particular performance obligation is transferred to the customer.

A performance obligation represents a good or service (or a bundle of goods or services) that is distinct
or a series of distinct goods or services that are substantially the same.

Control is transferred over time and revenue is recognised over time by reference to the progress
towards complete satisfaction of the relevant performance obligation if one of the following criteria is met:

• the customer simultaneously receives and consumes the benefits provided by the Group’s
performance as the Group performs;

• the Group’s performance creates or enhances an asset that the customer controls as the Group
performs; or

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

Otherwise, revenue is recognised at a point in time when the customer obtains control of the distinct
good or service.

A contract asset represents the Group’s right to consideration in exchange for goods or services that the
Group has transferred to a customer that is not yet unconditional. It is assessed for impairment in accordance
with HKFRS 9. In contrast, a receivable represents the Group’s unconditional right to consideration, i.e. only
the passage of time is required before payment of that consideration is due.

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

A contract asset and a contract liability relating to a contract are accounted for an presented on a net
basis.

APPENDIX I ACCOUNTANTS’ REPORT

– I-17 –

THIS DOCUMENT IS IN DRAFT FORM. THE INFORMATION CONTAINED HEREIN IS INCOMPLETE AND IS SUBJECT TO
CHANGE. THIS DOCUMENT MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE
COVER OF THIS DOCUMENT.



Contracts with multiple performance obligations (including allocation of transaction price)

For contracts that contain more than one performance obligation, the Group allocates the transaction
price to each performance obligation on a relative stand-alone selling price basis.

The stand-alone selling price of the distinct good or service underlying each performance obligation is
determined at contract inception. It represents the price at which the Group would sell a promised good or
service separately to a customer. If a standalone selling price is not directly observable, the Group estimates
it using appropriate techniques such that the transaction price ultimately allocated to any performance
obligation reflects the amount of consideration to which the Group expects to be entitled in exchange for
transferring the promised goods or services to the customer.

Principal versus agent

When another party is involved in providing goods or services to a customer, the Group determines
whether the nature of its promise is a performance obligation to provide the specified goods or services itself
(i.e. the Group is a principal) or to arrange for those goods or services to be provided by the other party (i.e.
the Group is an agent).

The Group is a principal if it controls the specified good or service before that good or service is
transferred to a customer.

The Group is an agent if its performance obligation is to arrange for the provision of the specified good
or service by another party. In this case, the Group does not control the specified good or service provided by
another party before that good or service is transferred to the customer. When the Group acts as an agent, it
recognises revenue in the amount of any fee or commission to which it expects to be entitled in exchange for
arranging for the specified goods or services to be provided by the other party.

Refund liabilities

The Group recognise a refund liability of the Group excepts to refund some or all of the consideration
received from customers.

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.

Business combinations or asset acquisition

Optional concentration test

The Group can elect to apply an optional concentration test, on a transaction-by-transaction basis, that
permits a simplified assessment of whether an acquired set of activities and assets is not a business. The
concentration test is met if substantially all of the fair value of the gross assets acquired is concentrated in a
single identifiable asset or group of similar identifiable assets. The gross assets under assessment exclude cash
and cash equivalents, deferred tax assets, and goodwill resulting from the effects of deferred tax liabilities. If
the concentration test is met, the set of activities and assets is determined not to be a business and no further
assessment is needed.

Asset acquisitions

When the Group acquires a group of assets and liabilities that do not constitute a business, the Group
identifies and recognises the individual identifiable assets acquired and liabilities assumed by allocating the
purchase price first to investment properties which are subsequently measured under fair value model and
financial assets/financial liabilities at the respective fair values, the remaining balance of the purchase price
is then allocated to the other identifiable assets and liabilities on the basis of their relative fair values at the
date of purchase. Such a transaction does not give rise to goodwill or bargain purchase gain.
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Business combinations

A business is an integrated set of activities and assets which includes an input and a substantive process
that together significantly contribute to the ability to create outputs. The acquired processes are considered
substantive if they are critical to the ability to continue producing outputs, including an organised workforce
with the necessary skills, knowledge, or experience to perform the related processes or they significantly
contribute to the ability to continue producing outputs and are considered unique or scarce or cannot be
replaced without significant cost, effort, or delay in the ability to continue producing outputs.

Acquisitions of businesses are accounted for using the acquisition method. The consideration transferred
in a business combination is measured at fair value, which is calculated as the sum of the acquisition-date fair
values of the assets transferred by the Group, liabilities incurred by the Group to the former owners of the
acquiree and the equity interests issued by the Group in exchange for control of the acquiree. Acquisition-
related costs are generally recognised in profit or loss as incurred.

The identifiable assets acquired and liabilities assumed must meet the definitions of an asset and a
liability in the Conceptual Framework for Financial Reporting (the “Conceptual Framework”) except for
transactions and events within the scope of HKAS 37 Provisions, Contingent Liabilities and Contingent Assets
or HK(IFRIC)-Int 21 Levies, in which the Group applies HKAS 37 or HK(IFRIC)-Int 21 instead of the
Conceptual Framework to identify the liabilities it has assumed in a business combination. Contingent assets
are not recognised.

At the acquisition date, the identifiable assets acquired and the liabilities assumed are recognised at their
fair value, except that:

(a) deferred tax assets or liabilities, and liabilities or assets related to employee benefit arrangements
are recognised and measured in accordance with HKAS 12 and HKAS 19 Employee Benefits
respectively;

(b) liabilities or equity instruments related to share-based payment arrangements of the acquiree or
share-based payment arrangements of the Group entered into to replace share-based payment
arrangements of the acquiree are measured in accordance with HKFRS 2 at the acquisition date;

(c) assets (or disposal groups) that are classified as held for sale in accordance with HKFRS 5
Non-current Assets Held for Sale and Discontinued Operations are measured in accordance with
that standard; and

(d) lease liabilities are recognised and measured at the present value of the remaining lease payments
(as defined in HKFRS 16) as if the acquired leases at the acquisition date, except for leases for
which the lease term ends within 12 months of the acquisition date. Right-of-use assets are
recognised and measured at the same amount as the relevant lease liabilities, adjusted to reflect
favourable or unfavourable terms of the lease when compared with market terms.

Goodwill is measured as the excess of the sum of the consideration transferred, the amount of any
non-controlling interests in the acquiree, and the fair value of the acquirer’s previously held equity interest in
the acquiree (if any) over the net amount of the identifiable assets acquired and the liabilities assumed as at
acquisition date. If, after re-assessment, the net amounts of the identifiable assets acquired and liabilities
assumed exceeds the sum of the consideration transferred, the amount of any non-controlling interests in the
acquiree and the fair value of the acquirer’s previously held interest in the acquiree (if any), the excess is
recognised immediately in profit or loss as a bargain purchase gain.

Non-controlling interests that are present ownership interests and entitle their holders to a proportionate
share of the relevant subsidiary’s net assets in the event of liquidation are initially measured at the
non-controlling interests’ proportionate share of the recognised amounts of the acquiree’s identifiable net
assets or at fair value. The choice of measurement basis is made on a transaction-by-transaction basis.

When the consideration transferred by the Group in a business combination includes a contingent
consideration arrangement, the contingent consideration is measured at its acquisition-date fair value and
included as part of the consideration transferred in a business combination. Changes in the fair value of the
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contingent consideration that qualify as measurement period adjustments are adjusted retrospectively.
Measurement period adjustments are adjustments that arise from additional information obtained during the
“measurement period” (which cannot exceed one year from the acquisition date) about facts and circumstances
that existed at the acquisition date.

The subsequent accounting for the contingent consideration that do not qualify as measurement period
adjustments depends on how the contingent consideration is classified. Contingent consideration that is
classified as equity is not remeasured at subsequent reporting dates and its subsequent settlement is accounted
for within equity. Contingent consideration that is classified as an asset or a liability is remeasured to fair value
at subsequent reporting dates, with the corresponding gain or loss being recognised in profit or loss.

When a business combination is achieved in stages, the Group’s previously held equity interest in the
acquiree is remeasured to fair value at the acquisition date, and the resulting gain or loss, if any, is recognised
in profit or loss or other comprehensive income, as appropriate. Amounts arising from interests in the acquiree
prior to the acquisition date that have been recognised in other comprehensive income and measured under
HKFRS 9 would be accounted for on the same basis as would be required if the Group had disposed directly
of the previously held equity interest.

If the initial accounting for a business combination is incomplete by the end of the reporting period in
which the combination occurs, the Group reports provisional amounts for the items for which the accounting
is incomplete. Those provisional amounts are adjusted retrospectively during the measurement period (which
cannot exceed one year from the acquisition date), and additional assets or liabilities are recognised, to reflect
new information obtained about facts and circumstances that existed at the acquisition date that, if known,
would have affected the amounts recognised at that date.

Merger accounting for business combination involving businesses under common control

The consolidated financial statements incorporate the financial statements items of the combining
businesses in which the common control combination occurs as if they had been combined from the date when
the combining businesses first came under the control of the controlling party.

The net assets of the combining businesses are consolidated using the existing book values from the
controlling party’s perspective. No amount is recognised in respect of goodwill or bargain purchase gain at the
time of common control combination.

Expenditure incurred in relation to a common control combination that is to be accounted for by using
merger accounting is recognised as an expense in the period in which it is incurred.

The consolidated statement of profit or loss and other comprehensive income includes the results of each
of the combining businesses from the earliest date presented or since the date when the combining businesses
first came under the common control, where this is a shorter period.

The comparative amounts in the consolidated financial statements are presented as if the businesses had
been combined at the beginning of the previous reporting period or when they first came under common
control, whichever is shorter.

Property, plant and equipment

Property, plant and equipment are tangible assets that are held for use in the production or supply of
goods or services, or for administrative purposes (other than properties under construction as described below),
Property, plant and equipment are stated in the consolidated statement of financial position at cost or deemed
cost for properties transferred from investment properties, less subsequent accumulated depreciation and
accumulated impairment losses, if any.

Buildings in the course of construction for production, supply or administrative purposes are carried at
cost, less any recognised impairment loss. Costs include any costs directly attributable to bringing the asset
to the location and condition necessary for it to be capable of operating in the manner intended by
management, including costs of testing whether the related assets are functioning properly and, for qualifying
assets, borrowing costs capitalised in accordance with the Group’s accounting policy. Depreciation of these
assets, on the same basis as other property assets, commences when the assets are ready for their intended use.
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When the Group makes payments for ownership interests of properties which includes both leasehold
land and building elements, the entire consideration is allocated between the leasehold land and the building
elements in proportion to the relative fair values at initial recognition. To the extent the allocation of the
relevant payments can be made reliably, interest in leasehold land that is accounted for as an operating lease
is presented as “right-of-use assets” in the consolidated statement of financial position. When the consideration
cannot be allocated reliably between non-lease building element and undivided interest in the underlying
leasehold land, the entire properties are classified as property, plant and equipment.

Depreciation is recognised so as to write off the cost of assets other than properties under construction
less their residual values over their estimated useful lives, using the straight-line method. The estimated useful
lives, residual values and depreciation method are reviewed at the end of each reporting period, with the effect
of any changes in estimate accounted for on a prospective basis.

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

Investment properties

Investment properties are properties held to earn rentals and/or for capital appreciation. Investment
properties include land held for undetermined future use, which is regarded as held for capital appreciation
purpose.

Investment properties also include leased properties which are being recognised as right-of-use assets
and subleased by the Group under operating leases.

Investment properties are initially measured at cost, including any directly attributable expenditure.
Subsequent to initial recognition, investment properties are stated at cost less subsequent accumulated
depreciation and any accumulated impairment losses. Depreciation is recognised so as to write off the cost of
investment properties over their estimated useful lives and after taking into account of their estimated residual
value, using the straight-line method.

Construction costs incurred for investment properties under construction are capitalised as part of the
carrying amount of the investment properties under construction.

Goodwill

Goodwill arising on an acquisition of a business is carried at cost less accumulated impairment losses,
if any.

For the purpose of impairment testing, goodwill is allocated to each of the Group’s cash-generating units
(“CGU”) (or groups of CGUs) that is expected to benefit from the synergies of the combination, which
represent the lowest level at which the goodwill is monitored for internal management purposes and not larger
than an operating segment.

A CGU (or group of CGUs) to which goodwill has been allocated are tested for impairment annually,
or more frequently when there is an indication that the unit may be impaired. For goodwill arising on
acquisition in a reporting period, the CGU (or group of CGUs) to which goodwill has been allocated is tested
for impairment before the end of that reporting period. If the recoverable amount of the CGU is less than its
carrying amount, the impairment loss is allocated first to reduce the carrying amount of any goodwill and then
to the other assets on a pro-rata basis based on the carrying amount of each asset in the unit (or group of
CGUs). Any impairment loss for goodwill is recognised directly in profit or loss in the consolidated statement
of profit or loss and other comprehensive income and would not be reversed in subsequent periods.
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On disposal of the relevant CGU or any of the CGU within the group of CGUs, the attributable amount
of goodwill is included in the determination of the amount of profit or loss on disposal. When the Group
disposes of an operation within the CGU (or a CGU within a group of CGUs), the amount of goodwill disposed
of is measured on the basis of the relative values of the operation (or the CGU) disposed of and the portion
of the CGU (or the group of CGUs) retained, unless the Group can demonstrate that some other method better
reflects the goodwill associated with the operation disposed of.

The Group’s policy for goodwill arising on the acquisition of an associate is described below.

Intangible assets

Intangible assets acquired separately

Intangible assets with finite useful lives that are acquired separately are carried at costs less accumulated
amortisation and any accumulated impairment losses. Amortisation for intangible assets with finite useful lives
is recognised on a straight-line basis over their estimated useful lives. The estimated useful life and
amortisation method are reviewed at the end of each reporting period, with the effect of any changes in
estimate being accounted for on a prospective basis.

Internally-generated intangible assets — research and development expenditure

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

An internally-generated intangible asset arising from development or from the development phase of an
internal project is recognised if, and only if, all of the following have been demonstrated:

• the technical feasibility of completing the intangible asset so that it will be available for use or
sale;

• the intention to complete the intangible asset and use or sell it;

• the ability to use or sell the intangible asset;

• how the intangible asset will generate probable future economic benefits;

• the availability of adequate technical, financial and other resources to complete the development
and to use or sell the intangible asset; and

• the ability to measure reliably the expenditure attributable to the intangible asset during its
development.

The amount initially recognised for internally-generated intangible asset is the sum of the expenditure
incurred from the date when the intangible asset first meets the recognition criteria listed above. Where no
internally generated intangible asset can be recognised, development expenditure is charged to profit or loss
in the period in which it is incurred.

Subsequent to initial recognition, internally-generated intangible asset is measured at cost less
accumulated amortisation and accumulated impairment losses (if any), on the same basis as intangible assets
that are acquired separately.

Intangible assets acquired in a business combination

Intangible assets that are acquired in a business combination are recognised separately from goodwill
and are initially recognised at their fair value at the acquisition date (which is regarded as their cost).

Subsequent to initial recognition, intangible assets acquired in a business combination with finite useful
lives are reported at costs less accumulated amortisation and any accumulated impairment losses, on the same
basis as intangible assets that are acquired separately.
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An intangible asset is derecognised on disposal, or when no future economic benefits are expected from
use or disposal. Gains and losses arising from derecognition of an intangible asset are measured at the
difference between the net disposal proceeds and the carrying amount of the asset and are recognised in the
profit or loss in the period when the asset is derecognised.

Impairment on property, plant and equipment, right-of-use assets and intangible assets other than goodwill

At the end of the reporting period, the Group reviews the carrying amounts of its property, plant and
equipment, right-of-use assets and intangible assets with finite useful lives to determine whether there is any
indication that those assets have suffered an impairment loss. If any such indication exists, the recoverable
amount of the relevant asset is estimated in order to determine the extent of the impairment loss, if any.
Intangible assets not yet available for use are tested for impairment at least annually, and whenever there is
an indication that they may be impaired.

The recoverable amounts of property, plant and equipment, right-of-use assets and intangible assets are
estimated individually. When it is not possible to estimate the recoverable amount of an individual asset, the
Group estimates the recoverable amount of the CGU to which the asset belongs.

In testing a CGU for impairment, corporate assets are allocated to the relevant CGU when a reasonable
and consistent basis of allocation can be established, or otherwise they are allocated to the smallest group of
CGUs for which a reasonable and consistent allocation basis can be established. The recoverable amount is
determined for the CGU or group of CGUs to which the corporate asset belongs, and is compared with the
carrying amount of the relevant CGU or group of CGUs.

Recoverable amount is the higher of fair value less costs of disposal and value in use. In assessing value
in use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate that
reflects current market assessments of the time value of money and the risks specific to the asset for which
the estimates of future cash flows have not been adjusted.

If the recoverable amount of an asset (or a CGU) is estimated to be less than its carrying amount, the
carrying amount of the asset (or a CGU) is reduced to its recoverable amount. For corporate assets or portion
of corporate assets which cannot be allocated on a reasonable and consistent basis to a CGU, the Group
compares the carrying amount of a group of CGUs, including the carrying amounts of the corporate assets or
portion of corporate assets allocated to that group of CGUs, with the recoverable amount of the group of CGUs.
In allocating the impairment loss, the impairment loss is allocated first to reduce the carrying amount of any
goodwill (if applicable) and then to the other assets on a pro-rata basis based on the carrying amount of each
asset in the unit or group of units. The carrying amount of an asset is not reduced below the highest of its fair
value less costs of disposal (if applicable), its value in use (if determinable) and zero. The amount of the
impairment loss that would otherwise have been allocated to the asset is allocated pro-rata to the other assets
of the unit. An impairment loss is recognised immediately in profit or loss.

Where an impairment loss subsequently reverses, the carrying amount of the asset (or a CGU) is
increased to the revised estimate of its recoverable amount, but so that the increased carrying amount does not
exceed the carrying amount that would have been determined had no impairment loss been recognised for the
asset (or a CGU) in prior years. A reversal of an impairment loss is recognised immediately in profit or loss.

Cash and cash equivalents

Cash and cash equivalents presented on the consolidated statement of financial position include:

(a) cash, which comprises of cash on hand and demand deposits, excluding bank balances that are
subject to regulatory restrictions that result in such balances no longer meeting the definition of
cash; and

(b) cash equivalents, which comprises of short-term (generally with original maturity of three months
or less), highly liquid investments that are readily convertible to a known amount of cash and
which are subject to an insignificant risk of changes in value. Cash equivalents are held for the
purpose of meeting short-term cash commitments rather than for investment or other purposes.

For the purposes of the consolidated statement of cash flows, cash and cash equivalents consist of cash
and cash equivalents as defined above.
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Bank balances for which use by the Group is subject to third-party contractual restrictions are included
as part of cash unless the restrictions result in a bank balance no longer meeting the definition of cash.
Contractual restrictions affecting use of bank balances are disclosed in note 25.

Financial instruments

Financial assets and financial liabilities are recognised when a group entity becomes a party to the
contractual provisions of the instrument. All regular way purchases or sales of financial assets are recognised
and derecognised on a trade day basis. Regular way purchases or sales are purchases or sales of financial assets
that require delivery of assets within the time frame established by regulation or convention in the market
place.

Financial assets and financial liabilities are initially measured at fair value except for trade receivables
arising from contracts with customers which are initially measured in accordance with HKFRS 15. Transaction
costs that are directly attributable to the acquisition or issue of financial assets and financial liabilities (other
than financial assets and financial liabilities at FVTPL) are added to or deducted from the fair value of the
financial assets or financial liabilities, as appropriate, on initial recognition. Transaction costs directly
attributable to the acquisition of financial assets or financial liabilities at FVTPL are recognised immediately
in profit or loss.

The effective interest method is a method of calculating the amortised cost of a financial asset or
financial liability and of allocating interest income and interest expense over the relevant period. The effective
interest rate is the rate that exactly discounts estimated future cash receipts and payments (including all fees
and points paid or received that form an integral part of the effective interest rate, transaction costs and other
premiums or discounts) through the expected life of the financial asset or financial liability, or, where
appropriate, a shorter period, to the net carrying amount on initial recognition.

Financial assets

Classification and subsequent measurement of financial assets

Financial assets that meet the following conditions are subsequently measured at amortised cost:

• the financial asset is held within a business model whose objective is to collect contractual cash
flows; and

• the contractual terms give rise on specified dates to cash flows that are solely payments of
principal and interest on the principal amount outstanding.

Financial assets that meet the following conditions are subsequently measured at FVTOCI:

• the financial asset is held within a business model whose objective is achieved by both collecting
contractual cash flows and selling the financial assets; and

• the contractual terms give rise on specified dates to cash flows that are solely payments of
principal and interest on the principal amount outstanding.

All other financial assets are subsequently measured at FVTPL, except that at initial recognition of a
financial asset the Group may irrevocably elect to present subsequent changes in fair value of an equity
investment in other comprehensive income if that equity investment is neither held for trading nor contingent
consideration recognised by an acquirer in a business combination to which HKFRS 3 Business Combinations
applies.

A financial asset is held for trading if:

• it has been acquired principally for the purpose of selling in the near term; or

• on initial recognition it is a part of a portfolio of identified financial instruments that the Group
manages together and has a recent actual pattern of short-term profit-taking; or

• it is a derivative that is not designated and effective as a hedging instrument.
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In addition, the Group may irrevocably designate a financial asset that are required to be measured at
the amortised cost or FVTOCI as measured at FVTPL if doing so eliminates or significantly reduces an
accounting mismatch.

(i) Amortised cost and interest income

Interest income is recognised using the effective interest method for financial assets measured
subsequently at amortised cost and at FVTOCI. Interest income is calculated by applying the effective interest
rate to the gross carrying amount of a financial asset, except for financial assets that have subsequently become
credit-impaired (see below). For financial assets that have subsequently become credit-impaired, interest
income is recognised by applying the effective interest rate to the amortised cost of the financial asset from
the next reporting period. If the credit-risk on the credit impaired financial instrument improves so that the
financial asset is no longer credit-impaired, interest income is recognised by applying the effective interest rate
to the gross carrying amount of the financial asset from the beginning of the reporting period following the
determination that the asset is no longer credit-impaired.

(ii) Receivables classified as at FVTOCI

Subsequent changes in the carrying amounts for receivables classified as at FVTOCI as a result of
interest income calculated using the effective interest method, and foreign exchange gains and losses are
recognised in profit or loss. All other changes in the carrying amount of these receivables are recognised in
other comprehensive income and accumulated under the heading of FVTOCI reserve. Impairment allowances
are recognised in profit or loss with corresponding adjustment to other comprehensive income without
reducing the carrying amounts of these receivables. When these receivables are derecognised, the cumulative
gains or losses previously recognised in other comprehensive income are reclassified to profit or loss.

(iii) Equity instruments designated as at FVTOCI

Investments in equity instruments at FVTOCI are subsequently measured at fair value with gains and
losses arising from changes in fair value recognised in other comprehensive income and accumulated in the
revaluation reserve; and are not subject to impairment assessment. The cumulative gain or loss will not be
reclassified to profit or loss on disposal of the equity investments, and will be transferred to retained earnings.

Dividends from these investments in equity instruments are recognised in profit or loss when the
Group’s right to receive the dividends is established, unless the dividends clearly represent a recovery of part
of the cost of the investment. Dividends are included in the “Other gain and loss” line item in profit or loss.

(iv) Financial assets at FVTPL

Financial assets that do not meet the criteria for being measured at amortised cost or FVTOCI or
designated as FVTOCI are measured at FVTPL.

Financial assets at FVTPL are measured at fair value at the end of each reporting period, with any fair
value gains or losses recognised in profit or loss to the extent they are not part of a designated hedging
relationship. The net gain or loss recognised in profit or loss excludes any dividend or interest earned on the
financial asset and is included in the “Other gains and losses” line item.

Impairment of financial assets and other items subject to impairment assessment under HKFRS 9

The Group performs impairment assessment under expected credit loss (“ECL”) model on financial
assets (including trade receivables and other receivables, bills receivable at FVTOCI, restricted bank deposits,
cash and cash equivalents and time deposit) and other items which are subject to impairment assessment under
HKFRS 9. The amount of ECL is updated at each reporting date to reflect changes in credit risk since initial
recognition.

Lifetime ECL represents the ECL that will result from all possible default events over the expected life
of the relevant instrument. In contrast, 12-month ECL represents the portion of lifetime ECL that is expected
to result from default events that are possible within 12 months after the reporting date. Assessments are done
based on the Group’s historical credit loss experience, adjusted for factors that are specific to the debtors,
general economic conditions and an assessment of both the current conditions at the reporting date as well as
the forecast of future conditions.
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The Group always recognises lifetime ECL for trade receivables.

For all other instruments, the Group measures the loss allowance equal to 12-month ECL, unless there
has been a significant increase in credit risk since initial recognition, in which the Group recognises lifetime
ECL. The assessment of whether lifetime ECL should be recognised is based on significant increases in the
likelihood or risk of a default occurring since initial recognition.

(i) Significant increase in credit risk

In assessing whether the credit risk has increased significantly since initial recognition, the Group
compares the risk of a default occurring on the financial instrument as at the reporting date with the risk of
a default occurring on the financial instrument as at the date of initial recognition. In making this assessment,
the Group considers both quantitative and qualitative information that is reasonable and supportable, including
historical experience and forward-looking information that is available without undue cost or effort.

In particular, the following information is taken into account when assessing whether credit risk has
increased significantly:

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

• significant deterioration in external market indicators of credit risk, e.g. a significant increase in
the credit spread, the credit default swap prices for the debtor;

• existing or forecast adverse changes in business, financial or economic conditions that are
expected to cause a significant decrease in the debtor’s ability to meet its debt obligations;

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

• an actual or expected significant adverse change in the regulatory, economic, or technological
environment of the debtor that results in a significant decrease in the debtor’s ability to meet its
debt obligations.

Irrespective of the outcome of the above assessment, the Group presumes that the credit risk has
increased significantly since initial recognition when contractual payments are more than 30 days past due,
unless the Group has reasonable and supportable information that demonstrates otherwise.

Despite the foregoing, the Group assumes that the credit risk on a debt instrument has not increased
significantly since initial recognition if the debt instrument is determined to have low credit risk at the
reporting date. A debt instrument is determined to have low credit risk if (i) it has a low risk of default, (ii)
the borrower has a strong capacity to meet its contractual cash flow obligations in the near term and (iii)
adverse changes in economic and business conditions in the longer term may, but will not necessarily, reduce
the ability of the borrower to fulfil its contractual cash flow obligations. The Group considers a debt instrument
to have low credit risk when it has an external credit rating of “investment grade” as per globally understood
definitions.

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

(ii) Definition of default

For internal credit risk management, the Group considers an event of default occurs when information
developed internally or obtained from external sources indicates that the debtor is unlikely to pay its creditors,
including the Group, in full (without taking into account any collaterals held by the Group).

Default has been considered occurred when the instrument is more than 90 days past due unless the
Group has reasonable and supportable information to demonstrate that a more lagging default criterion is more
appropriate.
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(iii) Credit-impaired financial assets

A financial asset is credit-impaired when one or more events that have a detrimental impact on the
estimated future cash flows of that financial asset have occurred. Evidence that a financial asset is
credit-impaired includes observable data about the following events:

(a) significant financial difficulty of the issuer or the borrower;

(b) a breach of contract, such as a default or past due event;

(c) the lender(s) of the borrower, for economic or contractual reasons relating to the borrower’s
financial difficulty, having granted to the borrower a concession(s) that the lender(s) would not
otherwise consider;

(d) it is becoming probable that the borrower will enter bankruptcy or other financial reorganisation;
or

(e) the disappearance of an active market for that financial asset because of financial difficulties.

(iv) Write-off policy

The Group writes off a financial asset when there is information indicating that the counterparty is in
severe financial difficulty and there is no realistic prospect of recovery, for example, when the counterparty
has been placed under liquidation or has entered into bankruptcy proceedings. Financial assets written off may
still be subject to enforcement activities under the Group’s recovery procedures, taking into account legal
advice where appropriate. A write-off constitutes a derecognition event. Any subsequent recoveries are
recognised in profit or loss.

(v) Measurement and recognition of ECL

The measurement of ECL is a function of the probability of default, loss given default (i.e. the
magnitude of the loss if there is a default) and the exposure at default. The assessment of the probability of
default and loss given default is based on historical data adjusted by forward-looking information. Estimation
of ECL reflects an unbiased and probability-weighted amount that is determined with the respective risks of
default occurring as the weights. The Group uses a practical expedient in estimating ECL on trade receivables
using a provision matrix taking into consideration historical credit loss experience and forward looking
information that is available without undue cost or effort.

Generally, the ECL is the difference between all contractual cash flows that are due to the Group in
accordance with the contract and the cash flows that the Group expects to receive, discounted at the effective
interest rate determined at initial recognition.

Lifetime ECL for certain trade receivables are considered on a collective basis taking into consideration
past due information and relevant credit information such as forward looking macroeconomic information.

For collective assessment, the Group takes into consideration the following characteristics when
formulating the grouping:

• Past-due status;

• Nature, size and industry of debtors; and

• External credit ratings where available.

The grouping is regularly reviewed by management to ensure the constituents of each group continue
to share similar credit risk characteristics.

Interest income is calculated based on the gross carrying amount of the financial asset unless the
financial asset is credit-impaired, in which case interest income is calculated based on amortised cost of the
financial asset.
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Except for receivables that are measured at FVTOCI, the Group recognises an impairment gain or loss
in profit or loss for all financial instruments by adjusting their carrying amount, with the exception of trade
receivables and other receivables where the corresponding adjustment is recognised through a loss allowance
account. For receivables that are measured at FVTOCI, the loss allowance is recognised in other
comprehensive income and accumulated in the FVTOCI reserve without reducing the carrying amount of these
receivables. Such amount represents the changes in the FVTOCI reserve in relation to accumulated loss
allowance.

Foreign exchange gains and losses

The carrying amount of financial assets that are denominated in a foreign currency is determined in that
foreign currency and translated at the spot rate at the end of each reporting period. Specifically:

• For financial assets measured at amortised cost, exchange differences are recognised in profit or
loss in the “Other gains and losses” line item (Note 7) as part of the net foreign exchange
gains/(losses);

• For financial assets measured at FVTPL that are not part of a designated hedging relationship,
exchange differences are recognised in profit or loss in the “Other gains and losses” line item as
part of the gain/(loss) from changes in fair value of financial assets;

• For equity instruments measured at FVTOCI, exchange differences are recognised in other
comprehensive income in the fair value through other comprehensive income/revaluation reserve.

Derecognition of financial assets

The Group derecognises a financial asset only when the contractual rights to the cash flows from the
asset expire, or when it transfers the financial asset and substantially all the risks and rewards of ownership
of the asset to another entity.

On derecognition of a financial asset measured at amortised cost, the difference between the asset’s
carrying amount and the sum of the consideration received and receivable is recognised in profit or loss.

On derecognition of an investment in a receivables classified as at FVTOCI, the cumulative gain or loss
previously accumulated in the FVTOCI reserve is reclassified to profit or loss.

Financial liabilities and equity

Classification as debt or equity

Debt and equity instruments issued by a group entity are classified as either financial liabilities or as
equity in accordance with the substance of the contractual arrangements and the definitions of a financial
liability and an equity instrument.

Equity instruments

An equity instrument is any contract that evidences a residual interest in the assets of an entity after
deducting all of its liabilities. Equity instruments issued by the Company are recognised at the proceeds
received, net of direct issue costs.

Repurchase of the Company’s own equity instruments is recognised and deducted directly in equity. No
gain or loss is recognised in profit or loss on the purchase, sale, issue or cancellation of the Company’s own
equity instruments.

Financial liabilities

All financial liabilities are measured subsequently at amortised cost using the effective interest method
or at FVTPL.
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Financial liabilities at amortised cost

Financial liabilities (including trade and other payables, lease liabilities and convertible bonds) are
subsequently measured at amortised cost, using the effective interest method.

Derecognition of financial liabilities

The Group derecognises financial liabilities when, and only when, the Group’s obligations are
discharged, cancelled or have expired. The difference between the carrying amount of the financial liability
derecognised and the consideration paid and payable is recognised in profit or loss.

Convertible bonds

The component parts of the convertible bonds are classified separately as financial liabilities and equity
in accordance with the substance of the contractual arrangements and the definitions of a financial liability and
an equity instrument. A conversion option that will be settled by the exchange of a fixed amount of cash or
another financial asset for a fixed number of the Company’s own equity instruments is an equity instrument.

At the date of issue, the fair value of the liability component is estimated by measuring the fair value
of similar liability that does no have an associated equity component.

A conversion option classified as equity is determined by deducting the amount of the liability
component from the fair value of the compound instrument as a whole. This is recognised and included in
equity, net of income tax effects, and is not subsequently remeasured. In addition, the conversion option
classified as equity will remain in equity until the conversion option exercised, in which case, the balance
recognised in equity will be transferred to share premium. Where the conversion option remains unexercised
at the maturity date of the convertible note, the balance recognised in equity will be transferred to retained
profits. No gain or loss is recognised in profit or loss upon conversion or expiration of the conversion option.

Transaction costs that relate to the issue of the convertible bonds are allocated to the liability and equity
components in proportion to the allocation of the gross proceeds. Transaction costs relating to the equity
component are charged directly to equity. Transaction costs relating to the liability component are included in
the carrying amount of the liability portion and amortized over the period of the convertible bonds using the
effective interest method.

Investments in associates

An associate is an entity over which the Group has significant influence. Significant influence is the
power to participate in the financial and operating policy decisions of the investee but is not control or joint
control over those policies.

The results and assets and liabilities of associates are incorporated in these consolidated financial
statements using the equity method of accounting. The financial statements of associates used for equity
accounting purposes are prepared using uniform accounting policies as those of the Group for like transactions
and events in similar circumstances. Under the equity method, an investment in an associate is initially
recognised in the consolidated statement of financial position at cost and adjusted thereafter to recognise the
Group’s share of the profit or loss and other comprehensive income of the associate. Changes in net assets of
the associate other than profit or loss and other comprehensive income are not accounted for unless such
changes resulted in changes in ownership interest held by the Group. When the Group’s share of losses of an
associate exceeds the Group’s interest in that associate (which includes any long-term interests that, in
substance, form part of the Group’s net investment in the associate), the Group discontinues recognising its
share of further losses. Additional losses are recognised only to the extent that the Group has incurred legal
or constructive obligations or made payments on behalf of the associate.

An investment in an associate is accounted for using the equity method from the date on which the
investee becomes an associate. On acquisition of the investment in an associate, any excess of the cost of the
investment over the Group’s share of the net fair value of the identifiable assets and liabilities of the investee
is recognised as goodwill, which is included within the carrying amount of the investment. Any excess of the
Group’s share of the net fair value of the identifiable assets and liabilities over the cost of the investment, after
reassessment, is recognised immediately in profit or loss in the period in which the investment is acquired.
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The Group assesses whether there is an objective evidence that the interest in an associate may be
impaired. When any objective evidence exists, the entire carrying amount of the investment (including
goodwill) is tested for impairment in accordance with HKAS 36 as a single asset by comparing its recoverable
amount (higher of value in use and fair value less costs of disposal) with its carrying amount. Any impairment
loss recognised is not allocated to any assets, including goodwill that forms part of the carrying amount of the
investment. Any reversal of that impairment loss is recognised in accordance with HKAS 36 to the extent that
the recoverable amount of the investment subsequently increases.

The Group applies HKFRS 9, including the impairment requirements, to long-term interests in an
associate to which the equity method is not applied and which form part of the net investment in the investee.
Furthermore, in applying HKFRS 9 to long-term interests, the Group does not take into account adjustments
to their carrying amount required by HKAS 28 (i.e. adjustments to the carrying amount of long-term interests
arising from the allocation of losses of the investee or assessment of impairment in accordance with HKAS
28).

When the Group ceases to have significant influence over an associate, it is accounted for as a disposal
of the entire interest in the investee with a resulting gain or loss being recognised in profit or loss. When the
Group retains an interest in the former associate and the retained interest is a financial asset within the scope
of HKFRS 9, the Group measures the retained interest at fair value at that date and the fair value is regarded
as its fair value on initial recognition. The difference between the carrying amount of the associate and the fair
value of any retained interest and any proceeds from disposing of the relevant interest in the associate is
included in the determination of the gain or loss on disposal of the associate. In addition, the Group accounts
for all amounts previously recognised in other comprehensive income in relation to that associate on the same
basis as would be required if that associate had directly disposed of the related assets or liabilities. Therefore,
if a gain or loss previously recognised in other comprehensive income by that associate would be reclassified
to profit or loss on the disposal of the related assets or liabilities, the Group reclassifies the gain or loss from
equity to profit or loss (as a reclassification adjustment) upon disposal/partial disposal of the relevant
associate.

When a group entity transacts with an associate of the Group, profits or losses resulting from the
transactions with the associate are recognised in the consolidated financial statements only to the extent of
interests in the associate that are not related to the Group.

Changes in the Group’s interests in associates and joint ventures

The Group continues to use the equity method when an investment in an associate becomes an
investment in a joint venture or an investment in a joint venture becomes an investment in an associate. There
is no remeasurement to fair value upon such changes in ownership interests.

When the Group reduces its ownership interest in an associate but the Group continues to use the equity
method, the Group reclassifies to profit or loss the proportion of the gain or loss that had previously been
recognised in other comprehensive income relating to that reduction in ownership interest if that gain or loss
would be reclassified to profit or loss on the disposal of the related assets or liabilities.

Acquisition of additional interests in associates

When the Group increases its ownership interest in an associate but the Group continues to use the
equity method, goodwill is recognised at acquisition date if there is excess of the consideration paid over the
share of carrying amount of net assets attributable to the additional interests in associates acquired. Any excess
of share of carrying amount of net assets attributable to the additional interests in associates acquired over the
consideration paid is recognised in the profit or loss in the period in which the additional interest are acquired.

Taxation

Income tax expense represents the sum of current and deferred income tax expense.

The tax currently payable is based on taxable profit for the year. Taxable profit differs from profit before
tax as reported in the consolidated statement of profit or loss and other comprehensive income because of
income or expense that are taxable or deductible in other years and items that are never taxable or deductible.
The Group’s liability for current tax is calculated using tax rates that have been enacted or substantively
enacted by the end of the reporting period.
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Deferred tax is recognised on temporary differences between the carrying amounts of assets and
liabilities in the consolidated financial statements and the corresponding tax base used in the computation of
taxable profit.

Deferred tax liabilities are generally recognised for all taxable temporary differences. Deferred tax
assets are generally recognised for all deductible temporary difference to the extent that is probable that
taxable profits will be available against which those deductible temporary differences can be recognised. Such
deferred tax assets and liabilities are not recognised if the temporary difference arises from the initial
recognition (other than in a business combination) of assets and liabilities in a transaction that affects neither
the taxable profit nor the accounting profit and at the time of the transaction does not give rise to equal taxable
and deductible temporary differences. In addition, deferred tax liabilities are not recognised if the temporary
difference arises from the initial recognition of goodwill.

Deferred tax liabilities are recognised for taxable temporary difference associated with investments in
subsidiaries and interests in associates, except where the Group is able to control the reversal of the temporary
difference and it is probable that the temporary difference will not reverse in the foreseeable future.

Deferred tax assets arising from deductible temporary differences associated with such investments and
interests are only recognised to the extent that it is probable that there will be sufficient taxable profits against
which to utilise the benefits of the temporary differences and they are expected to reverse in the foreseeable
future.

The carrying amount of deferred tax assets is reviewed at the end of the reporting period and reduced
to the extent that it is no longer probable that sufficient taxable profits will be available to allow all or part
of the asset to be recovered.

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

The measurement of deferred tax liabilities and assets reflects the tax consequences that would follow
from the manner in which the Group expects, at the end of the reporting period, to recover or settle the carrying
amounts of its assets and liabilities.

For the purposes of measuring deferred tax for leasing transactions in which the Group recognises the
right-of-use assets and the related lease liabilities, the Group first determines whether the tax deductions are
attributable to the right-of-use assets or the lease liabilities.

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

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current
tax assets against current tax liabilities and when they relate to income taxes levied to the same taxable entity
by the same taxation authority.

Current and deferred tax are recognised in profit or loss, except when it relates to items that are
recognised in other comprehensive income or directly in equity, in which case, the current and deferred tax are
also recognised in other comprehensive income or directly in equity respectively. Where current tax or deferred
tax arises from initial accounting for a business combination, the tax effect is included in the accounting for
the business combination.

Inventories

Inventories are stated at the lower of cost and net realisable value. Inventory is measured at cost.
Weighted average method is used for the issuance of raw materials and customised apparel inventory. Net
realisable value represents the estimated selling price for inventories less all estimated costs to completion and
the costs necessary to make the sale. Costs necessary to make the sale include incremental costs directly
attributable to the sale and non-incremental costs which the Group must incur to make the sale.
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Provisions

Provisions are recognised when the Group has a present obligation (legal or constructive) as a result of
a past event, it is probable that the Group will be required to settle that obligation, and a reliable estimate can
be made of the amount of the obligation.

The amount recognised as a provision is the best estimate of the consideration required to settle the
present obligation at the end of the reporting period, taking into account the risks and uncertainties surrounding
the obligation. When a provision is measured using the cash flows estimated to settle the present obligation,
its carrying amount is the present value of those cash flows (when the effect of the time value of money is
material).

Foreign currencies

In preparing the financial statements of each individual group entity, transactions in currencies other
than the entity’s functional currency (foreign currencies) are recognised at the rates of exchanges prevailing
on the dates of the transactions. At the end of the reporting period, monetary items denominated in foreign
currencies are retranslated at the rates prevailing at that date. Non-monetary items carried at fair value that are
denominated in foreign currencies are retranslated at the rates prevailing on the date when the fair value was
determined.

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

For the purposes of presenting consolidated financial statements, the assets and liabilities of the Group’
s foreign operations are translated into the presentation currency of the Group (i.e. RMB) using exchange rates
prevailing at the end of each reporting period. Income and expense items are translated at the average exchange
rates for the period, unless exchange rates fluctuate significantly during that period, in which case the
exchange rates at the dates of the transactions are used. Exchange differences are recognised in other
comprehensive income and accumulated in equity under the heading of exchange reserve (attributed to
non-controlling interests as appropriate).

Government grants

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

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

Employee benefits

Retirement benefit costs

Payments to defined contribution retirement benefit plans are recognised as an expense when employees
have rendered service entitling them to the contributions.

Short-term and other long-term employee benefits

Short-term employee benefits are recognised at the undiscounted amount of the benefits expected to be
paid as and when employees rendered the services. All short-term employee benefits are recognised as an
expense unless another HKFRS requires or permits the inclusion of the benefit in the cost of an asset.

A liability is recognised for benefits accruing to employees (such as wages and salaries, annual leave
and sick leave) after deducting any amount already paid. Liabilities recognised in respect of other long-term
employee benefits are measured at the present value of the estimated future cash outflows expected to be made
by the Group in respect of services provided by employees up to the reporting date. Any changes in the
liabilities’ carrying amounts resulting from service cost, interest and remeasurements are recognised in profit
or loss except to the extent that another HKFRS requires or permits their inclusion in the cost of an asset.
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Leases

The Group assesses whether a contract is or contains a lease based on the definition under HKFRS 16
at inception of the contract. Such contract will not be reassessed unless the terms and conditions of the contract
are subsequently changed. As a practical expedient, leases with similar characteristics are accounted on a
portfolio basis when the Group reasonably expects that the effects on the consolidated financial statements
would not differ materially from individual leases within the portfolio.

The Group as a lessee

Allocation of consideration to components of a contract

For a contract that contains a lease component and one or more additional lease or non-lease
components, the Group allocates the consideration in the contract to each lease component on the basis of the
relative stand-alone price of the lease component and the aggregate stand-alone price of the non-lease
components, including contract for acquisition of ownership interests of a property which includes both
leasehold land and non-lease building components, unless such allocation cannot be made reliably.

Non-lease components are separated from lease component and are accounted for by applying other
applicable standards.

Short-term leases

The Group applies the short-term lease recognition exemption to leases of various offices, warehouses,
equipment and vehicles that have a lease term of 12 months or less from the commencement date and do not
contain a purchase option. Lease payments on short-term leases are recognised as expense on a straight-line
basis over the lease term.

Right-of-use assets

The cost of right-of-use asset includes:

• the amount of the initial measurement of the lease liability;

• any lease payments made at or before the commencement date, less any lease incentives received;
and

• any initial direct costs incurred by the Group.

• an estimate of costs to be incurred by the Group in dismantling and removing the underlying
assets, restoring the site on which it is located or restoring the underlying asset to the condition
required by the terms and conditions of the lease, unless those costs are incurred to produce
inventories.

Right-of-use assets are measured at cost, less any accumulated depreciation and impairment losses, and
adjusted for any remeasurement of lease liabilities.

Right-of-use assets in which the Group is reasonably certain to obtain ownership of the underlying
leased assets at the end of the lease term is depreciated from commencement date to the end of the useful life.
Otherwise, right-of-use assets are depreciated on a straight-line basis over the shorter of its estimated useful
life and the lease term.

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

The Group presents right-of-use assets that do not meet the definition of investment property as a
separate line item on the consolidated statement of financial position.
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Lease liabilities

At the commencement date of a lease, the Group recognises and measures the lease liability at the
present value of lease payments that are unpaid at that date. In calculating the present value of lease payments,
the Group uses the incremental borrowing rate at the lease commencement date if the interest rate implicit in
the lease is not readily determinable.

The lease payments include:

• fixed payments less any lease incentives receivable;

• amounts expected to be paid under residual value guarantees;

• the exercise price of a purchase option if the Group is reasonably certain to exercise the option;
and

• payments of penalties for terminating a lease, if the lease term reflects the Group exercising an
option to terminate the lease.

After the commencement date, lease liabilities are adjusted by interest accretion and lease payments.

The Group remeasures lease liabilities (and makes a corresponding adjustment to the related right-of-use
assets) whenever:

• the lease term has changed or there is a change in the assessment of exercise of a purchase option,
in which case the related lease liability is remeasured by discounting the revised lease payments
using a revised discount rate at the date of reassessment.

• the lease payments change due to changes in market rental rates following a market rent review,
in which cases the related lease liability is remeasured by discounting the revised lease payments
using the initial discount rate.

• a lease contract is modified and the lease modification is not accounted for as a separate lease (see
below for the accounting policy for “lease modifications”).

The Group presents lease liabilities as a separate line item on the consolidated statement of financial
position.

Lease modifications

The Group accounts for a lease modification as a separate lease if:

• the modification increases the scope of the lease by adding the right to use one or more underlying
assets; and

• the consideration for the leases increases by an amount commensurate with the stand-alone price
for the increase in scope and any appropriate adjustments to that stand-alone price to reflect the
circumstances of the particular contract.

For a lease modification that is not accounted for as a separate lease, the Group remeasures the lease
liability, based on the lease term of the modified lease by discounting the revised lease payments using a
revised discount rate at the effective date of the modification.

The Group as a lessor

Classification and measurement of leases

Leases for which the Group is a lessor are classified as finance or operating leases. Whenever the terms
of the lease transfer substantially all the risks and rewards incidental to ownership of an underlying asset to
the lessee, the contract is classified as a finance lease. All other leases are classified as operating leases.
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Rental income from operating leases is recognised in profit or loss on a straight-line basis over the term
of the relevant lease. Initial direct costs incurred in negotiating and arranging an operating lease are added to
the carrying amount of the leased asset, and such costs are recognised as an expense on a straight-line basis
over the lease term except for investment properties measured under fair value model. Variable lease payments
for operating leases that depend on an index or a rate are included in the total lease payments using the index
or rate as at the commencement date. Variable lease payments that do not depend on an index or a rate are
excluded and are recognised as income when they are earned. When a lease contract contains a specific clause
that provides for rent reduction or suspension of rent in the event that the underlying assets (or any part
thereof) are affected by adverse events beyond the control of the Group and the lessee so as to render the
underlying assets unfit or not available for use, the relevant rent reduction or suspension of rent resulting from
the specific clause is accounted for as part of the original lease and not as a lease modification. Such rent
reduction or suspension of rent is recognised in profit or loss in the period in which the event or condition that
triggers those payments to occur.

Related parties

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

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

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

(ii) has significant influence over the Group; or

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

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

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

(ii) one entity is an associate or joint venture of the other entity (or an associate or joint venture
of a member of a group which the other entity is a member);

(iii) both entities are joint ventures of the same third party;

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

(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. If the Group is itself such a plan, the sponsoring
employers are also 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); or

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

A related party transaction is a transfer of resources, services or obligation between the Group and a
related party, regardless of whether a price is charged.

Close family members of a person are those family members who may be expected to influence, or be
influenced by, that person in their dealings with the entity.
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Segment reporting

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

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

4. CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION UNCERTAINTY

In the application of the Group’s accounting policies, which are described in Note 3, the Directors are required
to make judgements, estimates and assumptions about the carrying amounts of assets and liabilities that are not
readily apparent from other sources. The estimates and underlying assumptions are based on historical experience and
other factors that are considered to be relevant. Actual results may differ from these estimates.

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

Key sources of estimation uncertainty

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

Impairment assessment of goodwill, intangible assets and certain property, plant and equipment

Determining whether goodwill, intangible assets and certain property, plant and equipment are impaired
requires the estimation of the recoverable amount of the CGUs to which goodwill, intangible assets and certain
property, plant and equipment have been allocated which is the higher of the fair value less costs of disposal and its
value in use. The value in use calculation requires the Group to estimate the future cash flows expected to arise from
the CGU and assess the reasonableness of the key assumptions, including revenue growth rate, gross profit rate and
discount rate in order to calculate the present value. Where the actual future cash flows are less than expected, or
changes in facts and circumstances which results in downward revision of future cash flows or upward revision of
discount rate, a material impairment loss or further impairment loss may arise.

Fair value measurement of financial instruments

As at December 31, 2022, 2023 and 2024 and June 30, 2025, certain of the Group’s financial instruments,
including unlisted equity securities amounting to approximately RMB148,368,000, RMB244,163,000,
RMB293,435,000 and RMB292,228,000 (unaudited), unlisted equity investment amounting to approximately
RMB245,125,000, RMB244,162,000, RMB251,793,000 and RMB250,558,000 (unaudited) are measured at fair
values by using different valuation techniques and unobserved inputs. Judgment and estimation are required in
establishing the relevant valuation approach and inputs such as liquidity discount, estimates of future prices, market
price volatility and credit risk. Changes in these factors could affect the fair values of these instruments. Further
disclosures are set out in Note 39 (d).

Provision of ECL for trade receivables

Trade receivables are assessed for ECL using a provision matrix.

The provision of ECL is sensitive to changes in estimates. The information about the ECL and the Group’s
trade receivables are disclosed in Note 39 (c).

APPENDIX I ACCOUNTANTS’ REPORT

– I-36 –

THIS DOCUMENT IS IN DRAFT FORM. THE INFORMATION CONTAINED HEREIN IS INCOMPLETE AND IS SUBJECT TO
CHANGE. THIS DOCUMENT MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE
COVER OF THIS DOCUMENT.



Inventories provision

Inventories are stated at the lower of cost and net realisable value. Management makes provision for
inventories based on historical experience and estimation of future market condition and sales. The actual net
realizable value maybe higher or lower than previously estimated. This requires significant judgment and estimation.

5. REVENUE

Disaggregation of revenue from contracts with customers.

Year ended December 31, Six months ended June 30,

2022 2023 2024 2024 2025

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

(unaudited) (unaudited)

Offline sales
Direct operated store � � � 3,674,766 5,401,835 5,594,842 2,916,584 3,343,122
Sales to store partners � � 8,834,106 9,436,690 7,628,054 4,579,264 4,053,164
Sales to distributors � � � 96,851 122,873 139,399 50,979 49,025

12,605,723 14,961,398 13,362,295 7,546,827 7,445,311

Online sales
Sales to online retailers � 642,320 787,433 1,542,228 560,947 780,145
Online direct sales � � � � 2,214,147 2,470,697 2,876,916 1,651,128 1,528,354

2,856,467 3,258,130 4,419,144 2,212,075 2,308,499

Corporate Apparel
Customization Channel � 2,247,445 2,280,705 2,223,548 1,085,639 1,342,906

Others � � � � � � � � � � � � � 195,539 254,129 157,115 64,636 141,029

17,905,174 20,754,362 20,162,102 10,909,177 11,237,745

Timing of revenue recognition

Year ended December 31, Six months ended June 30,

2022 2023 2024 2024 2025

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

(unaudited) (unaudited)

A point in time� � � � � � � � 17,905,174 20,754,362 20,162,102 10,909,177 11,237,745

Performance obligations for contracts with customers and revenue recognition policies

Revenue comprises the fair value of the consideration received or receivable for the sale of goods and services,
net of value-added tax, returns, rebates and discounts and after eliminating sales within the Group. Goods and
services are transferred to customers at a point in time. Revenue is recognised as follows:

Offline sales

(1) Sales of goods – Direct operated store

The Group operate retail stores to sales of goods. Revenue is recognised when control of product transferred
to the customer in store. Customers paid by cash, credit card or electronic payment channels.
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(2) Sales of goods – Sales to Store Partners

The Group has entered into a series of agreements with store partner (collectively “Store Partner
Agreements”), whereby the store partner is licensed to operate the store partner stores and are authorised to sell, in
their own retail stores, the products that they have purchased from the Group. Revenue from sales to these store
partners is recognised at the point when they obtain the legal title of the product and become obliged to pay for the
products, which is when the store partners sell the product to their customers in the store partner’s stores.

For product sales to store partner, the Group has determined that the store partners are the customers of the
Group. The store partner operates retail stores under the Store Partner Agreements. The store partner employ and
manage their own staff to operate the stores and serve their customers (i.e. end consumers who visit the stores), and
responsible for the store renovation costs, salaries, rental and other operating costs.

The store partner is responsible for the placement, physical custody and condition of the merchandise that they
have selected after the deliveries are accepted in stores. They also control the physical access to merchandise in
possession through their operation of the retail stores. Upon sales to end consumers, ownership of the inventories
transfers to the store partners, and then immediately to the end consumers.

The store partner has the right to price their merchandise within a specified range of the recommended retail
price set by the Group. They also have the ability to carry out discretionary promotional campaigns for their stores
or decide whether to participate in a promotional campaign launched by the Group.

(3) Sales of goods – Sales to distributors

Under the distributorship model, distributors invest in and operate stores under the Group brand pursuant to
standard distributorship agreements, while the Group provide ongoing operational support, training and marketing
resources. Distributors are responsible for the operation of stores and inventory is owned and management by
distributors. Revenue is recognised on the transfer of control of a product to the distributors, which generally
coincides with the time when the goods are delivered to the distributors and title has been passed that the distributors
has the ability to direct the use of and obtain the benefit of the product. Goods are shipped after full payment or within
agreed credit limits.

Online sales

(1) Sales of goods – Sales to online retailers

The Group enter into standard sales and purchase arrangements with retailers who operate online stores on
e-commerce platforms, or consignment arrangements with e-commerce platforms including Vipshop and JD.com’s
self-operated stores. Under sales and purchase agreements, the Group have a buyer-seller relationship with online
retailers and recognise revenue when the online retailers accept the Group’s products upon delivery. Under
consignment agreements, the Group recognise revenue when end customers confirm acceptance of products on the
relevant e-commerce platform. Goods are shipped to retailers under sales and purchase agreement after full payment
or within agreed credit. Under consignment agreement, end customers paid the goods to retailers through electronic
payment system, the Group will receive the payment at agreed payment period.

(2) Sales of goods – Online direct sales

The Group operate online direct sales channel comprises to sales to end customers through self-operated stores
across major e-commerce and social commerce platforms. These include mainstream e-commerce platforms; short
video platforms and social media platforms. The Group recognise online direct sales when end customers confirm
acceptance of products on the relevant e-commerce platform. End customers paid through electronic payment
channels.
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Corporate Apparel Customization Channel

The Group generate revenue through corporate apparel customization channel, which provides large-scale
apparel solutions for corporate and institutional customers, primarily covering professional wear, workwear, and
school uniforms. After order confirmation, the Group conduct on-site fittings, and then passed the order to internal
design and production teams. Finished products are delivered to designated locations through the Group logistics.
Revenue is recognise when delivery and acceptance of goods by customers. Institutional customers will pay based
on agreed credit term.

Others

Revenue from other sales of goods is recognised when control of product transferred to the customer.
Customers paid by cash, credit card or electronic payment channels.

Product return mechanism

Other than general customer return policy for online sales, only products with quality issue can be returned
or exchanged.

Transaction allocated to the remaining performance obligation for contracts with customers

The Group has applied the practical expedient in paragraph 121 of HKFRS 15 to its revenue such that the
Group does not disclose information about revenue that the Group will be entitled to when it satisfies the remaining
obligations under the contracts as all contract works have an original expected duration of one year or less.

6. SEGMENTS

Information reported to the board of directors, being the chief operating decision makers, for the purposes of
resource allocation and assessment of segment performance focuses on types of goods delivered.

The Group currently operates in one business segment in the business of retail of apparel & lifestyle products
and the provision of group purchasing customization services. A single management team reports to the chief
operating decision makers who comprehensively manage the entire business. The reportable operating results report
to the chief operating decision makers are the net profit of the Group and the reportable assets and liabilities report
to the chief operating decision makers are the Group’s assets and liabilities.

Geographical information:

Majority of the Group’s Group’s revenue from external customers and majority of the Group’s non-current
assets are based in Chinese mainland.

Information about major customers:

For the years ended December 31, 2022, 2023 and 2024 and the six months ended June 30, 2024 and 2025,
no single customer contributed 10% or more to the Group’s revenue.
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7. OTHER GAINS AND LOSSES, NET

Year ended December 31, Six months ended June 30,

2022 2023 2024 2024 2025

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

(unaudited) (unaudited)

Provision for inventories � � (415,331) (333,106) (492,797) (285,379) (261,012)
Interest income on bank

deposits � � � � � � � � � � � 294,863 197,397 255,166 132,004 91,136
Other business income, net

(Note a) � � � � � � � � � � 60,866 48,716 35,481 19,729 24,439
Government subsidies � � � 30,481 20,892 24,092 5,326 12,070
Fair value gain on

acquisition of a
subsidiary (Note 35 b) � � – – 112,843 112,843 –

Impairment losses
recognised in respect of:
– Goodwill (Note 17) � � (50,902) – (75,830) – –
– Intangible assets

(Note 18) � � � � � � � � (37,875) (119,342) – – –
Liquidated damages

income � � � � � � � � � � � 109,350 7,960 2,210 644 510
Net (loss)/gain on disposal

and written-off of:
– Property, plant and

equipment � � � � � � � � (1,347) 633 (20,328) (202) 417
– Subsidiaries � � � � � � � – 151,937 – – –

Fair value gain on
financial asset at
FVTPL � � � � � � � � � � � (19,439) (2,902) 34,115 14,260 1,000

Impairment losses
under ECL model,
net of reversal
– Trade receivables� � � � (7,098) 8,680 (9,388) (1,476) (2,246)
– Other receivables� � � � (9,844) (13,038) (28,598) 971 5,503

Loss on foreign exchange,
net � � � � � � � � � � � � � � (1,786) (4,008) (7,806) (6,754) (3,185)

Others � � � � � � � � � � � � � 15,901 24,622 17,229 7,034 10,170

(32,161) (11,559) (153,611) (1,000) (121,198)

Note:

a. During the years ended December 31, 2022, 2023 and 2024 and the six months ended June 30, 2024 and
2025, the Group recognised income of approximately RMB24,180,000, RMB17,200,000,
RMB13,997,000, RMB7,046,000 (unaudited) and RMB11,716,000 (unaudited), respectively, from sale
of raw material respectively.
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8. FINANCE COSTS

Year ended December 31, Six months ended June 30,

2022 2023 2024 2024 2025

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

(unaudited) (unaudited)

Interest on:
Convertible bonds � � � � � � 184,455 167,693 6,418 6,418 –
Lease liabilities � � � � � � � 65,502 55,723 56,297 26,621 30,055

249,957 223,416 62,715 33,039 30,055

9. PROFIT BEFORE TAX

Profit before tax has been arrived at after charging:

Year ended December 31, Six months ended June 30,

2022 2023 2024 2024 2025

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

(unaudited) (unaudited)

Staff costs
Salaries, wages and

other benefit � � � � � � 2,082,004 2,062,222 2,119,237 1,063,173 1,152,130
Retirement benefit � � � � 276,422 310,949 338,186 158,654 187,495

2,358,426 2,373,171 2,457,423 1,221,827 1,339,625

Depreciation and
amortisation:
Property, plant and

equipment (Note 14) � 485,288 486,124 470,808 225,058 251,593
Right-of-use assets

(Note 15) � � � � � � � � 713,558 831,681 937,140 454,695 514,463
Investment properties

(Note 16) � � � � � � � � 40,763 48,885 39,648 27,181 21,206
Intangible assets

(Note 18) � � � � � � � � 100,158 92,143 72,285 36,051 35,676

Total depreciation and
amortisation � � � � � � 1,339,767 1,458,833 1,519,881 742,985 822,938

Auditors’ remuneration
– Audit service � � � � � � 3,179 3,263 3,712 3,712 3,033
– Non-audit service � � � 472 472 472 472 472

Research and development
costs recognised as an
expenses � � � � � � � � � � 194,035 200,337 288,132 111,609 106,373

Expense relating to short
term lease and others � � 2,870 2,870 16,409 1,196 4,649
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Year ended December 31, Six months ended June 30,

2022 2023 2024 2024 2025

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

(unaudited) (unaudited)

Staff costs included in:
Cost of sales � � � � � � � � � 674,008 465,832 472,816 207,192 232,177
Distribution and selling

expenses � � � � � � � � � � 1,227,542 1,442,379 1,484,990 767,394 857,083
Administrative expenses � � 305,794 313,959 347,709 169,841 165,695
Research and development

expenses � � � � � � � � � � 151,082 151,001 151,908 77,400 84,670

2,358,426 2,373,171 2,457,423 1,221,827 1,339,625

Year ended December 31, Six months ended June 30,

2022 2023 2024 2024 2025

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

(unaudited) (unaudited)

Depreciation and
amortisation included in:

Cost of sales � � � � � � � � � 86,005 44,998 37,942 17,894 15,892
Distribution and selling

expenses � � � � � � � � � � 896,174 1,027,359 1,100,133 535,993 591,359
Administrative expenses � � 310,129 330,630 334,310 157,977 191,681
Research and development

expenses � � � � � � � � � � 6,697 7,593 7,891 3,939 2,799
Others � � � � � � � � � � � � � 40,762 48,253 39,605 27,182 21,207

1,339,767 1,458,833 1,519,881 742,985 822,938
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10. DIRECTORS’, CHIEF EXECUTIVE’S, SUPERVISORS’ AND EMPLOYEE EMOLUMENTS

a. Directors’ emoluments

For the year ended December 31, 2022

Name of director Fee
Salaries and

allowance

Discretionary
performance

bonus

Retirement
benefit scheme
contributions

Total
emoluments

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Executive directors:
Mr. Zhou Lichen

(Note i) � � � � � � � � � � � – 634 1,360 6 2,000
Mr. Gu Dongsheng � � � � � – 699 281 21 1,001
Mr. Huang Kai

(Note ii) � � � � � � � � � � – – – – –
Ms. Qian Yaping

(Note ix) � � � � � � � � � � – 710 281 10 1,001
Mr. Chen Lei (Note iii) � � – 204 315 6 525
Mr. Tang Yong � � � � � � � � – 356 640 4 1,000
Mr. Xu Qinghua

(Note iv) � � � � � � � � � � – 356 483 4 843

Sub-total � � � � � � � � � � � – 2,959 3,360 51 6,370

Independent
non-executive
directors:

Mr. Jin Jian � � � � � � � � � � 100 – – – 100
Ms. Sha Yi (Note vi) � � � � 100 – – – 100
Mr. Liu Gang� � � � � � � � � 100 – – – 100

Sub-total � � � � � � � � � � � 300 – – – 300

Total � � � � � � � � � � � � � � 300 2,959 3,360 51 6,670

For the year ended December 31, 2023

Name of director Fee
Salaries and

allowance

Discretionary
performance

bonus

Retirement
benefit scheme
contributions

Total
emoluments

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Executive directors:
Mr. Zhou Lichen

(Note i) � � � � � � � � � � � – 950 2,040 10 3,000
Mr. Gu Dongsheng � � � � � – 686 281 34 1,001
Ms. Qian Yaping

(Note ix) � � � � � � � � � � – 710 281 10 1,001
Mr. Chen Lei (Note iii) � � – 350 540 10 900
Mr. Tang Yong � � � � � � � � – 355 640 5 1,000
Mr. Xu Qinghua

(Note iv) � � � � � � � � � � – 19 – 1 20
Mr. Zhang Xiaofan

(Note v)� � � � � � � � � � � – 234 93 6 333

Sub-total � � � � � � � � � � � – 3,304 3,875 76 7,255

Independent
non-executive
directors:

Mr. Jin Jian � � � � � � � � � � 100 – – – 100
Ms. Sha Yi (Note vi) � � � � 33 – – – 33
Mr. Liu Gang� � � � � � � � � 100 – – – 100
Mr. Zhang Zheng

(Note vii) � � � � � � � � � � 67 – – – 67

Sub-total � � � � � � � � � � � 300 – – – 300

Total � � � � � � � � � � � � � � 300 3,304 3,875 76 7,555
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For the year ended December 31, 2024

Name of director Fee
Salaries and

allowance

Discretionary
performance

bonus

Retirement
benefit scheme
contributions

Total
emoluments

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Executive directors:
Mr. Zhou Lichen

(Note i) � � � � � � � � � � � – 950 2,040 10 3,000
Mr. Gu Dongsheng � � � � � – 685 281 35 1,001
Ms. Qian Yaping

(Note ix) � � � � � � � � � � – 489 – 7 496
Mr. Chen Lei (Note iii) � � – 350 540 10 900
Mr. Tang Yong � � � � � � � � – 355 640 5 1,000
Mr. Zhang Xiaofan

(Note v)� � � � � � � � � � � – 88 – 2 90
Mr. Qin Minjie

(Note viii) � � � � � � � � � – 110 188 2 300

Sub-total � � � � � � � � � � � – 3,027 3,689 71 6,787

Independent
non-executive
directors:

Mr. Jin Jian � � � � � � � � � � 100 – – – 100
Mr. Liu Gang� � � � � � � � � 100 – – – 100
Mr. Zhang Zheng

(Note vii) � � � � � � � � � � 100 – – – 100

Sub-total � � � � � � � � � � � 300 – – – 300

Total � � � � � � � � � � � � � � 300 3,027 3,689 71 7,087

For the six months ended June 30, 2024 (Unaudited)

Name of director Fee
Salaries and

allowance

Discretionary
performance

bonus

Retirement
benefit scheme
contributions

Total
emoluments

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Executive directors:
Mr. Zhou Lichen

(Note i) � � � � � � � � � � � – 475 – 5 480
Mr. Gu Dongsheng � � � � � – 342 – 18 360
Ms. Qian Yaping

(Note ix) � � � � � � � � � � – 355 – 5 360
Mr. Chen Lei (Note iii) � � – 175 – 5 180
Mr. Tang Yong � � � � � � � � – 178 – 2 180
Mr. Zhang Xiaofan

(Note v)� � � � � � � � � � � – 88 – 2 90

Sub-total � � � � � � � � � � � – 1,613 – 37 1,650

Independent
non-executive
directors:

Mr. Jin Jian � � � � � � � � � � 50 – – – 50
Mr. Liu Gang� � � � � � � � � 50 – – – 50
Mr. Zhang Zheng

(Note vii) � � � � � � � � � � 50 – – – 50

Sub-total � � � � � � � � � � � 150 – – – 150

Total � � � � � � � � � � � � � � 150 1,613 – 37 1,800
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For the six months ended June 30, 2025 (unaudited)

Name of director Fee
Salaries and

allowance

Discretionary
performance

bonus

Retirement
benefit scheme
contributions

Total
emoluments

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Executive directors:
Mr. Zhou Lichen

(Note i) � � � � � � � � � � � – 475 – 5 480
Mr. Gu Dongsheng � � � � � – 342 – 18 360
Mr. Chen Lei (Note iii) � � – 175 – 5 180
Mr. Tang Yong � � � � � � � � – 177 – 3 180
Mr. Zhang Xiaofan

(Note v)� � � � � � � � � � � – – – – –
Mr. Qin Minjie

(Note viii) � � � � � � � � � – 175 – 5 180
Ms. Zhang Qinxue

(Note x)� � � � � � � � � � � – 15 – –* 15

Sub-total � � � � � � � � � � � – 1,359 – 36 1,395

Independent
non-executive
directors:

Mr. Jin Jian � � � � � � � � � � 8 – – – 8
Mr. Liu Gang� � � � � � � � � 8 – – – 8
Mr. Zhang Zheng

(Note vii) � � � � � � � � � � 8 – – – 8
Sub-total � � � � � � � � � � � 24 – – – 24

Total � � � � � � � � � � � � � � 24 1,359 – 36 1,419

* Amount less than RMB1,000

Notes:

i. Mr. Zhou Lichen is the Chief Executive Officer of the Group.

ii. Mr. Huang Kai was resigned as executive director on 26 April 2022.

iii. Mr. Chen Lei was appointed as executive director on 15 June 2022.

iv. Mr. Xu Qinghua was resigned as executive director on 22 May 2023.

v. Mr. Zhang Xiaofan was appointed as executive director on 22 May 2023 and resigned on 30 May 2025.

vi. Ms. Sha Yi was resigned as independent non-executive directors on 22 May 2023.

vii. Mr. Zhang Zheng was appointed as non-executive directors on 22 May 2023.

viii. Mr. Qin Minjie was appointed as executive director on 15 October 2024.

ix. Ms. Qian Yaping was resigned as executive director on 7 September 2024.

x. Ms. Zhang Qinxue was appointed as executive director on 30 May 2025.

During the Track Record Period, no remuneration was paid by the Group to, or receivable by, the Directors,
former Directors, former Supervisors or the five highest paid individuals as an inducement to join or upon joining
our Company.

APPENDIX I ACCOUNTANTS’ REPORT

– I-45 –

THIS DOCUMENT IS IN DRAFT FORM. THE INFORMATION CONTAINED HEREIN IS INCOMPLETE AND IS SUBJECT TO
CHANGE. THIS DOCUMENT MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE
COVER OF THIS DOCUMENT.



No compensation was paid by the Group to, or receivable by, the Directors, former Directors, former
Supervisors or the five highest-paid individuals for each of the Track Record Period for the loss of any office in
connection with the management of the affairs of any members of the Group. Furthermore, none of the Directors,
former Directors, or former Supervisors had waived or agreed to waive any emoluments during the same periods.

b. Supervisors

For the year ended December 31, 2022

Name of director Fee
Salaries and

allowance

Discretionary
performance

bonus

Retirement
benefit scheme
contributions

Total
emoluments

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Ms. Tan Longying
(Notes i) � � � � � � � � � � – 88 260 2 350

Mr. Huang Kai
(Note ii) � � � � � � � � � � – – – – –

Ms. Zhang Qinxue � � � � � – 177 386 4 567
Mr. Zhu Yun � � � � � � � � � – 171 278 4 453

Total � � � � � � � � � � � � � � – 436 924 10 1,370

For the year ended December 31, 2023

Name of director Fee
Salaries and

allowance

Discretionary
performance

bonus

Retirement
benefit scheme
contributions

Total
emoluments

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Mr. Huang Kai
(Note ii) � � � � � � � � � � – – – – –

Ms. Zhang Qinxue � � � � � – 175 370 5 550
Mr. Zhu Yun � � � � � � � � � – 174 321 5 500

Total � � � � � � � � � � � � � � – 349 691 10 1,050

For the year ended December 31, 2024

Name of director Fee
Salaries and

allowance

Discretionary
performance

bonus

Retirement
benefit scheme
contributions

Total
emoluments

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Mr. Huang Kai (Note ii) � – – – – –
Ms. Zhang Qinxue � � � � � – 175 380 5 560
Mr. Zhu Yun � � � � � � � � � – 174 303 5 482

Total � � � � � � � � � � � � � � – 349 683 10 1,042

For the six months ended June 30, 2024 (unaudited)

Name of director Fee
Salaries and

allowance

Discretionary
performance

bonus

Retirement
benefit scheme
contributions

Total
emoluments

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Mr. Huang Kai (Note ii) � – – – – –
Ms. Zhang Qinxue � � � � � – 88 – 2 90
Mr. Zhu Yun � � � � � � � � � – 86 – 2 88

Total � � � � � � � � � � � � � � – 174 – 4 178
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For the six months ended June 30, 2025 (unaudited)

Name of director Fee
Salaries and

allowance

Discretionary
performance

bonus

Retirement
benefit scheme
contributions

Total
emoluments

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Mr. Huang Kai (Note ii) � – – – – –
Ms. Zhang Qinxue � � � � � – 72 – 2 74
Mr. Zhu Yun � � � � � � � � � – 71 – 2 73

Total � � � � � � � � � � � � � � – 143 – 4 147

Notes:

i. Ms. Tan Longying was resign as supervisor on 15 June 2022.

ii. Mr. Huang Kai was appointed as supervisor on 15 June 2022.

c. Five highest paid individuals

None of the five highest paid individuals received any compensation for loss of office in connection with the
management of the affairs of any member of the Group or as inducement to join the Group during the years ended
December 31, 2022, 2023 and 2024 and the six months ended June 30, 2024 and 2025.

The five highest paid employees included 1 director, 1 director, 1 director, 3 directors (unaudited) and 1
director (unaudited), for the years ended December 31, 2022, 2023 and 2024 and the six months ended June 30, 2024
and 2025 respectively, details of whose remuneration are set out in Note (a) above. Details of the remuneration for
the year of the remaining 4, 4, 4, 2 (unaudited) and 4 (unaudited) highest paid non-director employees for the years
ended December 31, 2022, 2023 and 2024 and the six months ended June 30, 2024 and 2025 respectively who are
neither a director nor chief executive of the Group are as follows:

Year ended December 31, Six months ended June 30,

2022 2023 2024 2024 2025

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

(unaudited) (unaudited)

Salaries and allowance � � � 1,602 725 1,304 836 2,028
Discretionary performance

bonus � � � � � � � � � � � � 5,490 4,885 4,679 – –
Retirement benefits

scheme contributions� � � 16 20 18 10 30

7,108 5,630 6,001 846 2,058

The number of the highest paid employees in RMB not including the Directors whose remuneration fell within
the following bands is as follows:

Year ended December 31, Six months ended June 30,

2022 2023 2024 2024 2025

(unaudited) (unaudited)

Nil to HKD1,000,000 � � � � – – – 2 4
HKD1,000,001 to

HKD1,500,000 � � � � � � – 3 – – –
HKD1,500,001 to

HKD2,000,000 � � � � � � 2 1 4 – –
HKD2,000,001 to

HKD2,500,000 � � � � � � 2 – – – –

4 4 4 2 4
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11. INCOME TAX EXPENSE

Year ended December 31, Six months ended June 30,

2022 2023 2024 2024 2025

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

(unaudited) (unaudited)

Current tax � � � � � � � � � � 899,040 763,769 706,743 523,713 455,372
(Over)/under-provision in

prior years � � � � � � � � � (31,680) 10,756 10,915 18,212 10,881

867,360 774,525 717,658 541,925 466,253
Deferred tax (Note 22) � � � (32,544) (69,055) (119,405) (124,188) (22,957)

834,816 705,470 598,253 417,737 443,296

The expense substantially represents PRC Enterprise Income Tax for the years ended 31 December 2022, 2023
and 2024 and the six months ended June 30, 2024 and 2025.

Under the Law of the PRC on Enterprise Income Tax (the “EIT Law”) and Implementation Regulation of the
EIT Law, the tax rate applicable for the PRC group entities is 25% for the Track Record Period.

Under the two-tiered profits tax rates regime, the first HK$2 million of profits of the qualifying group entity
will be taxed at 8.25%, and profits above HK$2 million will be taxed at 16.5%. The profits of group entities not
qualifying for the two-tiered profits tax rates regime will continue to be taxed at a flat rate of 16.5%. Accordingly,
the Hong Kong Profits Tax of the qualifying group entity is calculated at 8.25% on the first HK$2 million of the
estimated assessable profits and at 16.5% on the estimated assessable profits above HK$2 million. No provision for
Hong Kong Profits Tax had been made as the Group had no assessable profit.

The directors considered the amount involved upon implementation of the two-tiered profits tax rates regime
as insignificant to the consolidated financial statements. Hong Kong Profits Tax is calculated at 16.5% of the
estimated assessable profit for both years.

For other jurisdictions, income tax is calculated at the range of 16.5% to 30.0% of the estimated assessable
profit for the Track Record Period.

In compliance with the Announcement on Preferential Corporate Income Tax Policies for Small and Low-Profit
Enterprises and Individual Businesses (No. 6 [2023]) issued by the Ministry of Finance and the State Taxation
Administration, eligible small and low-profit enterprises within the Group are entitled to reduced corporate income
tax liabilities for the period from January 1, 2023 to December 31, 2027. For the portion of annual taxable income
not exceeding RMB3 million, the applicable tax calculation method involves including 25% of the taxable income
amount in the assessable base, which is then subject to a 20% tax rate.

In accordance with the Announcement on Further Tax Policies to Support Entrepreneurship and Employment
of Key Population Groups (No. 15 [2023]) and corresponding provincial implementation rules, certain subsidiaries
of the Group have claimed tax reductions for qualified hires during the reporting period. Under this policy effective
from January 1, 2023 to December 31, 2027, enterprises are entitled to fixed-amount reductions of VAT, urban
maintenance and construction tax, education surcharges, local education surcharges, and corporate income tax for
employing either: (1) poverty-alleviated population, or (2) individuals registered as unemployed for over six months
with proper certification. The annual reduction quota is RMB7,800 per qualified employee, applicable for three years
upon execution of labor contracts with minimum one-year terms and commencement of social security contributions.
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Income tax expense for the year/period can be reconciled to the profit before tax per the consolidated statement
of profit or loss and other comprehensive income as follows:

Year ended December 31, Six months ended June 30,

2022 2023 2024 2024 2025

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

(unaudited) (unaudited)

Profit before tax � � � � � � � 2,896,840 3,623,905 2,787,266 2,056,175 2,030,878

Tax at the Enterprise
income tax rate of 25% � 724,210 905,976 696,817 514,044 507,720

Tax effects of share of
results of associates � � � – (8,506) (3,284) (3,284) –

Tax effects of income
not taxable for tax
purpose � � � � � � � � � � � – (103,607) (10,107) (28,236) (8,148)

Tax effects of expenses not
deductible for tax
purpose � � � � � � � � � � � 70,406 37,543 25,909 9,458 4,097

Tax effect of tax losses
and deductible
temporary differences
not recognised � � � � � � � 42,248 521 11,200 (1,173) 14,534

Tax concession and
exemption granted to
certain subsidiaries � � � � (5,156) – – – –

Effect of different tax rates
of subsidiaries � � � � � � � 34,788 (137,213) (133,197) (91,284) (85,788)

(Over)/under-provision in
prior years � � � � � � � � � (31,680) 10,756 10,915 18,212 10,881

Income tax expense for the
year/period � � � � � � � � � 834,816 705,470 598,253 417,737 443,296

12. DIVIDENDS

Year ended December 31, Six months ended June 30,

2022 2023 2024 2024 2025

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

(unaudited) (unaudited)

Dividends for ordinary
shareholder of the
Company � � � � � � � � � � 2,202,999 1,857,431 3,794,189 2,689,551 864,499

The Company declared a cash dividend of RMB5.1 (including tax) is distributed to all shareholders for every
10 shares in respect of the year ended 31 December 2021. A total of approximately RMB2,202,999,000 cash
dividends have been declared, and it was paid in June 2022.

The Company declared a cash dividend of RMB4.3 (including tax) is distributed to all shareholders for every
10 shares in respect of the year ended 31 December 2022. A total of approximately RMB1,857,431,000 cash
dividends have been declared, and it was paid in June 2023.

The Company declared a cash dividend of RMB5.6 (including tax) is distributed to all shareholders for every
10 shares in respect of the year ended 31 December 2023. A total of approximately RMB2,689,551,000 cash
dividends have been declared, and it was paid in June 2024.
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The Company declared a cash dividend of RMB2.3 (including tax) is distributed to all shareholders for every
10 shares in respect of the period ended 30 June 2024. A total of approximately RMB1,104,638,000 cash dividends
have been declared, and it was paid in September 2024.

The Company declared a cash dividend of RMB1.8 (including tax) is distributed to all shareholders for every
10 shares in respect of the year ended 31 December 2024. A total of approximately RMB864,499,000 cash dividends
have been declared, and it was paid in July 2025.

13. EARNINGS PER SHARE

The calculation of the basic earnings per share amount is based on the profit attributable to ordinary equity
holders of the Company, and the weighted average number of ordinary shares in issue during the year, as adjusted
to exclude the repurchase share.

The calculation of the diluted earnings per share amount is based on the profit attributable to ordinary equity
holders of the Company. The weighted average number of ordinary shares used in the calculation is the number of
ordinary shares in issue during the years ended December 31, 2022, 2023 and 2024 and the six months ended June
30, 2024 and 2025, as used in the basic earnings per share calculation, and the weighted average number of ordinary
shares assumed to have been issued at no consideration on the deemed exercise or conversion of all dilutive potential
ordinary shares into ordinary shares.

The calculation of the basic and diluted earnings per share on the following data:

Earnings figures are calculated as follows:

Year ended December 31, Six months ended June 30,

2022 2023 2024 2024 2025

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

(unaudited) (unaudited)

Earning
Profit for the year/period

attributable to owners of
the Company � � � � � � � 2,155,275 2,951,962 2,158,603 1,636,378 1,580,422

Interest on convertible
bonds, net of tax � � � � � 113,602 94,209 4,813 4,813 –

Profit for the year/period
for the diluted earnings
attributable to owners of
the Company � � � � � � � 2,268,877 3,046,171 2,163,416 1,641,191 1,580,422

Number of shares

Year ended December 31, Six months ended June 30,

2022 2023 2024 2024 2025

(unaudited) (unaudited)

Weighted average number of
ordinary shares for the
purpose of basic earnings
per share � � � � � � � � � � � 4,319,605,277 4,321,440,451 4,711,502,928 4,650,235,560 4,802,770,296

Effect of dilutive potential
ordinary shares:

– Convertible bonds � � � � � � � 451,702,437 476,592,363 38,471,261 76,942,522 –

Weighted average number of
ordinary shares for the
purpose of diluted earnings
per share � � � � � � � � � � � 4,771,307,714 4,798,032,814 4,749,974,189 4,727,178,082 4,802,770,296
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14. PROPERTY, PLANT AND EQUIPMENT

Buildings
Leasehold

improvements
Specialised
equipment

General
equipment

Construction
in progress Total

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Cost
At January 1, 2022 � � � � 3,701,649 478,903 1,214,752 211,049 20,175 5,626,528
Additions � � � � � � � � � � 4,733 255,443 4,261 8,042 40,516 312,995
Reclassification � � � � � � – – 51,462 883 (52,345) –
Transfer to investment

properties� � � � � � � � � (27,791) – – – – (27,791)
Disposals � � � � � � � � � � – – (630) (4,947) – (5,577)
Written off � � � � � � � � � – (162,682) – – – (162,682)
Exchange realignment � � – 2,908 – 276 – 3,184

At December 31, 2022
and January 1, 2023 � � 3,678,591 574,572 1,269,845 215,303 8,346 5,746,657

Additions � � � � � � � � � � 94,929 272,401 4,010 9,312 108,785 489,437
Reclassification � � � � � � – – 41,488 1,368 (42,856) –
Transfer to investment

properties� � � � � � � � � (155,588) – – – – (155,588)
Disposal of subsidiaries � – (102,434) – (3,208) – (105,642)
Disposals � � � � � � � � � � – – (492) (5,552) – (6,044)
Written off � � � � � � � � � – (199,189) – – – (199,189)
Exchange realignment � � – 58 – (29) – 29

At December 31, 2023
and January 1, 2024 � � 3,617,932 545,408 1,314,851 217,194 74,275 5,769,660

Acquisition of
subsidiaries � � � � � � � – 6,892 4,415 2,999 – 14,306

Additions � � � � � � � � � � – 325,970 7,471 11,155 38,842 383,438
Transfer from investment

properties� � � � � � � � � 216,525 – – – – 216,525
Reclassification � � � � � � 32,321 – 46,535 14,943 (110,491) (16,692)
Transfer to investment

properties� � � � � � � � � (47,560) – – – – (47,560)
Disposals � � � � � � � � � � – – (55,708) (48,511) – (104,219)
Written off � � � � � � � � � – (231,499) – – – (231,499)
Exchange realignment � � – 1,872 – 153 – 2,025

At December 31, 2024
and January 1, 2025 � � 3,819,218 648,643 1,317,564 197,933 2,626 5,985,984

Additions � � � � � � � � � � – 118,378 4,193 17,333 8,169 148,073
Reclassification � � � � � � – – – 203 (203) –
Transfer to investment

properties� � � � � � � � � (384) – – – – (384)
Disposals � � � � � � � � � � – – (2) (2,101) – (2,103)
Written off � � � � � � � � � – (42,851) – – – (42,851)
Exchange realignment � � – 4,419 – 214 – 4,633

At June 30, 2025
(unaudited) � � � � � � � � 3,818,834 728,589 1,321,755 213,582 10,592 6,093,352
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Buildings
Leasehold

improvements
Specialised
equipment

General
equipment

Construction
in progress Total

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Depreciation and
impairment

At January 1, 2022 � � � � 1,041,577 285,521 569,712 167,416 – 2,064,226
Provided for the year � � � 143,819 219,942 107,868 13,659 – 485,288
Transfer to investment

properties� � � � � � � � � (6,865) – – – – (6,865)
Eliminated on disposals � – – (280) (4,630) – (4,910)
Written off � � � � � � � � � – (162,579) – – – (162,579)
Exchange realignment � � – (106) – 130 – 24

At December 31, 2022
and January 1, 2023 � � 1,178,531 342,778 677,300 176,575 – 2,375,184

Provided for the year � � � 137,219 226,598 110,556 11,751 – 486,124
Transfer to investment

properties� � � � � � � � � (76,169) – – – – (76,169)
Disposal of subsidiaries � – (73,117) – (2,852) – (75,969)
Eliminated on disposals � – – (338) (5,322) – (5,660)
Written off � � � � � � � � � – (199,189) – – – (199,189)
Exchange realignment � � – (172) – (34) – (206)

At December 31, 2023
and January 1, 2024 � � 1,239,581 296,898 787,518 180,118 – 2,504,115

Provided for the year � � � 148,098 215,365 94,264 13,081 – 470,808
Transfer from investment

properties� � � � � � � � � 63,285 – – – – 63,285
Transfer to investment

properties� � � � � � � � � (4,410) – – – – (4,410)
Eliminated on disposals � – – (35,119) (43,902) – (79,021)
Written off � � � � � � � � � – (231,499) – – – (231,499)
Exchange realignment � � – 987 – 141 – 1,128

At December 31, 2024
and January 1, 2025 � � 1,446,554 281,751 846,663 149,438 – 2,724,406

Provided for the year � � � 74,043 124,740 44,815 7,995 – 251,593
Transfer to investment

properties� � � � � � � � � (123) – – – – (123)
Eliminated on disposals � – – (2) (1,931) – (1,933)
Written off � � � � � � � � � – (42,851) – – – (42,851)
Exchange realignment � � – 1,255 – 67 – 1,322

At June 30, 2025
(unaudited) � � � � � � � � 1,520,474 364,895 891,476 155,569 – 2,932,414

Carrying values
At December 31, 2022 � � 2,500,060 231,794 592,545 38,728 8,346 3,371,473

At December 31, 2023 � � 2,378,351 248,510 527,333 37,076 74,275 3,265,545

At December 31, 2024 � � 2,372,664 366,892 470,901 48,495 2,626 3,261,578

At June 30, 2025
(unaudited) � � � � � � � � 2,298,360 363,694 430,279 58,013 10,592 3,160,938

The Group’s property, plant and equipment are stated at cost less subsequent accumulated depreciation and
accumulated impairment losses, if any.
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The above items of property, plant and equipment, after taking into account the residual values, are depreciated
on a straight-line basis over the period at the rates per annum as follows:

Buildings � � � � � � � � � � � � � � � � � � � � � � � � � � � 10-30 years
Specialised equipment � � � � � � � � � � � � � � � � � � � 8-12 years
General equipment � � � � � � � � � � � � � � � � � � � � � 3-8 years
Leasehold improvement � � � � � � � � � � � � � � � � � � Over the lease term

15. RIGHT-OF-USE ASSETS

Land use rights Leasehold buildings Total

RMB’000 RMB’000 RMB’000

As at January 1, 2022 � � � � � � � � � � � � � � � � � 317,869 1,131,235 1,449,104
Additions � � � � � � � � � � � � � � � � � � � � � � � � � – 969,066 969,066
Deprecation � � � � � � � � � � � � � � � � � � � � � � � � (8,971) (704,587) (713,558)
Transfer to investment properties � � � � � � � � � � (5,313) – (5,313)
Remeasurement � � � � � � � � � � � � � � � � � � � � � – (126,187) (126,187)
Exchange realignment � � � � � � � � � � � � � � � � � – 2,223 2,223

As at December 31, 2022 and January 1, 2023 � � 303,585 1,271,750 1,575,335
Additions � � � � � � � � � � � � � � � � � � � � � � � � � 27,447 943,392 970,839
Deprecation � � � � � � � � � � � � � � � � � � � � � � � � (7,032) (824,649) (831,681)
Transfer to investment properties � � � � � � � � � � (13,031) – (13,031)
Disposal of subsidiaries � � � � � � � � � � � � � � � � – (28,353) (28,353)
Remeasurement � � � � � � � � � � � � � � � � � � � � � – (13,771) (13,771)
Exchange realignment � � � � � � � � � � � � � � � � � – 2,857 2,857

As at December 31, 2023 and January 1, 2024 � � 310,969 1,351,226 1,662,195
Acquisition of subsidiaries � � � � � � � � � � � � � � – 28,058 28,058
Additions � � � � � � � � � � � � � � � � � � � � � � � � � 613 1,253,621 1,254,234
Deprecation � � � � � � � � � � � � � � � � � � � � � � � � (10,919) (926,221) (937,140)
Transfer from investment properties � � � � � � � � � 28,490 – 28,490
Transfer to investment properties � � � � � � � � � � (4,849) – (4,849)
Remeasurement � � � � � � � � � � � � � � � � � � � � � – (33,224) (33,224)
Exchange realignment � � � � � � � � � � � � � � � � � – 844 844

As at December 31, 2024 and January 1, 2025 � � 324,304 1,674,304 1,998,608
Additions � � � � � � � � � � � � � � � � � � � � � � � � � – 650,866 650,866
Deprecation � � � � � � � � � � � � � � � � � � � � � � � � (4,737) (509,726) (514,463)
Transfer to investment properties � � � � � � � � � � (6,195) – (6,195)
Remeasurement � � � � � � � � � � � � � � � � � � � � � – (43,173) (43,173)
Exchange realignment � � � � � � � � � � � � � � � � � – 2,287 2,287

As at June 30, 2025 (unaudited) � � � � � � � � � � � 313,372 1,774,558 2,087,930

Year ended December 31, Six months ended June 30,

2022 2023 2024 2024 2025

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

(unaudited) (unaudited)

Expense relating to
short-term lease and
low value lease � � � � � � 2,870 2,870 16,409 1,196 4,649

Variable lease payments
not included in the
measurement of lease
liabilities � � � � � � � � � � 108,938 184,287 95,621 39,022 68,292

Total cash outflow for
leases � � � � � � � � � � � � 711,589 912,121 1,069,088 556,717 564,880
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The Group leases various leasehold buildings for its operations. Lease contracts are entered into for fixed term
of not more than six years, but may have extension and termination options. Lease terms are negotiated on an
individual basis and contain different terms and conditions. In determining the lease term and assessing the length
of the non-cancellable period, the Group applies the definition of a contract and determines the period for which the
contract is enforceable.

As at 31 December 2023, the Group have land use right in the PRC with carrying amount of approximately
RMB27,447,000 is in the process of applying for the land use right certificates for the land in the PRC and it was
obtained as of 5 February 2024. Other than this exception the Group has obtained the land use right certificates for
all leasehold lands.

Restrictions or covenants on leases

In addition, the lease agreements do not impose any covenants other than the security interests in the leased
assets that are held by the lessor. Leased assets may not be used as security for borrowing purposes.

The management conducted impairment assessment on relevant right-of-use assets and no impairment has been
recognised.

16. INVESTMENT PROPERTIES

Buildings Land use rights Total

RMB’000 RMB’000 RMB’000

As at January 1, 2022 � � � � � � � � � � � � � � � � � 703,563 152,472 856,035
Addition � � � � � � � � � � � � � � � � � � � � � � � � � � – 988 988
Deprecation � � � � � � � � � � � � � � � � � � � � � � � � (35,374) (5,389) (40,763)
Transfer from property, plant and equipment � � � 20,926 – 20,926
Transfer from right of use assets � � � � � � � � � � � – 5,313 5,313

As at December 31, 2022 and January 1, 2023 � � 689,115 153,384 842,499
Deprecation � � � � � � � � � � � � � � � � � � � � � � � � (41,857) (7,028) (48,885)
Transfer from property, plant and equipment � � � 79,419 – 79,419
Transfer from right of use assets � � � � � � � � � � � – 13,031 13,031

As at December 31, 2023 and January 1, 2024 � � 726,677 159,387 886,064
Deprecation � � � � � � � � � � � � � � � � � � � � � � � � (35,746) (3,902) (39,648)
Transfer from property, plant and equipment � � � 43,150 – 43,150
Transfer to property, plant and equipment � � � � � (153,240) – (153,240)
Transfer from right of use assets � � � � � � � � � � � – 4,849 4,849
Transfer to right of use assets � � � � � � � � � � � � – (28,490) (28,490)

As at December 31, 2024 and January 1, 2025 � � 580,841 131,844 712,685
Deprecation � � � � � � � � � � � � � � � � � � � � � � � � (18,518) (2,688) (21,206)
Transfer from property, plant and equipment � � � 261 – 261
Transfer from right of use assets � � � � � � � � � � � – 6,195 6,195

As at June 30, 2025 (unaudited) � � � � � � � � � � � 562,584 135,351 697,935

All of the Group’s land use right and leasehold buildings held under operating leases to earn rentals or for
capital appreciation purposes are measured using the cost model and are classified and accounted for as investment
properties. These investment properties include land and buildings which comprise operating leases in respect of
properties situated in the Chinese mainland.

The investment property of the Group consists of a land use right and leasehold buildings. The estimated useful
life of the land use right and leasehold buildings are 50 years and 20-30 years. The Group owns the investment
property in the form of leasehold land in PRC. The investment property is stated at a cost less land use right under
accumulated depreciation and any impairment loss.
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The fair value of the Group’s investment properties as at December 31, 2022, December 31, 2023, December
31, 2024, June 30, 2025 are approximately RMB1,162,000,000, RMB1,126,000,000, RMB1,091,000,000 and
RMB1,065,000,000 (unaudited) respectively. The fair value has been arrived at based on a valuation carried out by
an independent valuer not connected with the Group.

The fair value was determined based on the market approach, where the market values are assessed by
reference to the selling prices of comparable properties in the neighbourhood. There has been no change from the
valuation technique used as at December 31, 2022, December 31, 2023, December 31, 2024 and June 30, 2025.

In estimating the fair value of the properties, the highest and best use of properties is their current use.

Details of the Group’s investment properties and information about the fair value hierarchy as at the end of
the reporting period are as follows:

As at December, 31 As at June, 30

2022 2023 2024 2025

Carrying
amount

Fair Value
at Level 3
hierarchy

Carrying
amount

Fair Value
at Level 3
hierarchy

Carrying
amount

Fair Value
at Level 3
hierarchy

Carrying
amount

Fair Value
at Level 3
hierarchy

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

(unaudited) (unaudited)

Investment properties � 842,499 1,162,000 886,064 1,126,000 712,685 1,091,000 697,935 1,065,000

17. GOODWILL

As at December 31, As at June 30,

2022 2023 2024 2025

RMB’000 RMB’000 RMB’000 RMB’000

(unaudited)

Cost
At the beginning of the year/period � 913,949 913,949 801,000 944,951
Acquisition of subsidiaries � � � � � � – – 143,951 –
Disposal of subsidiaries � � � � � � � � – (112,949) – –

At the end of the year/period � � � � � 913,949 801,000 944,951 944,951

Impairment
At the beginning of the year/period � 130,721 181,623 68,674 144,504
Impairment loss � � � � � � � � � � � � � 50,902 – 75,830 –
Disposal of subsidiaries � � � � � � � � – (112,949) – –

At the end of the year/period � � � � � 181,623 68,674 144,504 144,504

Carrying values
At the end of the year/period � � � � � 732,326 732,326 800,447 800,447
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For the purposes of impairment testing, goodwill has been allocated to the following CGUs. At the end of the
reporting period, the carrying value of goodwill mainly represents goodwill arising from the acquisition of:

As at December 31, As at June 30,

2022 2023 2024 2025

RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)

Huzhou Boys and Girls Brand
Management Co., Ltd. and its
subsidiaries � � � � � � � � � � � � � � – – – –

Ying Shi Infant & Child Articles
Co., Ltd and its subsidiaries � � � � 732,326 732,326 656,496 656,496

Spoz Brand Management (Shanghai)
Co., Ltd. and its subsidiaries � � � � – – 143,951 143,951

732,326 732,326 800,447 800,447

In addition to goodwill above, property, plant and equipment and intangible assets that generate cash flows
together with the related goodwill are also included in the respective cash-generating unit for the purpose of
impairment assessment.

Huzhou Boys and Girls Brand Management Co., Ltd. and its subsidiaries

The recoverable amount of the cash-generating units in this segment has been determined based on value in
use calculations. Those calculations use cash flow projections based on financial budgets approved by management
covering 5-year period as at December 31, 2022 and the pre-tax discount rate of 13.89%. Cash flow beyond the 5-year
period are extrapolated using a steady 2% growth rate. This growth rate is based on the inflation rate and does not
exceeds the average long-term growth rate of the relevant industry. Other key assumptions for the value in use
calculations relate to the estimation of cash inflows/outflows which include budgeted sales growth rate of 13.91%
as at December 31, 2022 such estimation is based on the unit’s past performance and management’s expectations for
the market development.

For the year ended 31 December 2022, management performed goodwill impairment testing by comparing the
recoverable amount of the asset group to which goodwill had been allocated with its carrying amount (including
goodwill). Consequently, the directors of the Group recognised an impairment loss of approximately RMB50,902,000
for this cash generating unit. This impairment loss has been included in the “Other gains and losses” line item in the
consolidated statement of profit or loss.

Ying Shi Infant & Child Articles Co., Ltd and its subsidiaries

In June 2019, the Company acquired a 66.24% equity interest in Ying Shi Infant & Child Articles Co., Ltd.
The excess of consideration transferred over the fair value of identifiable net assets acquired amounted to
approximately RMB801,000,000, which was recognised as goodwill.

The recoverable amount of the cash-generating units in this segment has been determined based on value in
use calculations. Those calculations use cash flow projections based on financial budgets approved by management
covering 8-year period as at December 31, 2022, 2023 and 2024, and the pre-tax discount rate of 13.88% to 12.80%,
12.25% respectively. Cash flow beyond the 8-year period are extrapolated using a steady 2% growth rate. This growth
rate is based on the relevant inflation rate and does not exceeds the average long-term growth rate of the relevant
industry. Other key assumptions for the value in use calculations relate to the estimation of cash inflows/outflows
which include budgeted sales growth rate ranging from 5.98% to 32.86%, 5.54% to 15.28%, and 2.00% to 14.83%
as at December 31, 2022, 2023, and 2024 respectively, such estimation is based on the unit’s past performance and
management’s expectations for the market development.

For the year ended 31 December 2024, management performed goodwill impairment testing by comparing the
recoverable amount of the asset group to which goodwill had been allocated with its carrying amount (including
goodwill). Consequently, the directors of the Group recognised an impairment loss of approximately RMB75,830,000
for this cash generating unit. This impairment loss has been included in the “Other gains and losses” line item in the
consolidated statement of profit or loss.

If the discount rate was increased by 5%, while other parameters remain constant, the recoverable amount as
at December 31, 2022, 2023 and 2024 would be reduced by RMB113,764,000, RMB108,287.000 and
RMB95,778,000 respectively, and a further impairment of goodwill and/or other assets of RMB63,524,000,
RMB57,078,000 and RMB63,445,000 would be recognised as at December 31, 2022, 2023 and 2024.
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If the budgeted sales growth rate reduced by 5%, while other parameters remain constant, the recoverable
amount as at December 31, 2022, 2023 and 2024 would be reduced by RMB74,591,000, RMB105,590,000 and
RMB128,482,000 respectively, and a further impairment of goodwill and/or other assets of RMB37,576,000,
RMB55,291,000 and RMB85,109,000 would be recognised as at December 31, 2022, 2023 and 2024.

If the terminal sales growth rate reduced by 5%, while other parameters remain constant, the recoverable
amount as at December 31, 2022, 2023 and 2024 would be reduced by RMB4,155,000, RMB9,920,000 and
RMB9,372,000 respectively, and a further impairment of goodwill and/or other assets of Nil, Nil and RMB6,208,000
would be recognised as at December 31, 2022, 2023 and 2024.

Spoz Brand Management (Shanghai) Co., Ltd. and its subsidiaries

In April 2024, the Company acquired an additional 11% equity interest in Spoz Brand Management (Shanghai)
Co., Ltd., increasing its total ownership to 51%. The excess of consideration transferred over the fair value of
identifiable net assets acquired amounted to approximately RMB143,951,000, which was recognised as goodwill.

The recoverable amount of the cash-generating units in this segment has been determined based on value in
use calculations. Those calculations use cash flow projections based on financial budgets approved by management
covering 5-year period as at 31 December 2024, and the pre-tax discount rate of 15.66%. The management did not
expect the growth for cash flows beyond the 5-year period. Other key assumptions for the value in use calculations
relate to the estimation of cash inflows/outflows which include budgeted sales growth rate ranging from 7.54% to
30.36% as at 31 December 2024 such estimation is based on the unit’s past performance and management’s
expectations for the market development.

The recoverable amount is significantly above the carrying amount. Management believes that any reasonably
possible change in any of these assumptions would not result in impairment.

18. INTANGIBLE ASSETS

Software Trademark Patent Total

RMB’000 RMB’000 RMB’000 RMB’000

Cost
At January 1, 2022 � � � � � � � � � � � 230,766 739,215 294 970,275
Additions � � � � � � � � � � � � � � � � � 15,101 27,727 – 42,828
Disposal of subsidiaries � � � � � � � � (1,791) – – (1,791)

At December 31, 2022 and
January 1, 2023 � � � � � � � � � � � � 244,076 766,942 294 1,011,312

Additions � � � � � � � � � � � � � � � � � 2,211 68 – 2,279
Disposal of subsidiaries � � � � � � � � – (35,213) – (35,213)

At December 31, 2023 and
January 1, 2024 � � � � � � � � � � � � 246,287 731,797 294 978,378

Acquisition of subsidiaries � � � � � � 64 – – 64
Additions � � � � � � � � � � � � � � � � � 1,753 – – 1,753
Transfer from construction in

progress � � � � � � � � � � � � � � � � 15,599 – 1,093 16,692
Disposal � � � � � � � � � � � � � � � � � � – (84) – (84)

At December 31, 2024 and
January 1, 2025 � � � � � � � � � � � � 263,703 731,713 1,387 996,803

Additions � � � � � � � � � � � � � � � � � 799 – – 799

At June 30, 2025 (unaudited) � � � � � 264,502 731,713 1,387 997,602
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Software Trademark Patent Total

RMB’000 RMB’000 RMB’000 RMB’000

Amortisation and impairment
At January 1, 2022 � � � � � � � � � � � 118,699 152,314 81 271,094
Charge for the year � � � � � � � � � � � 22,887 77,242 29 100,158
Impairment loss � � � � � � � � � � � � � – 37,875 – 37,875
Eliminated on disposal of

subsidiaries � � � � � � � � � � � � � � (1,791) – – (1,791)

At December 31, 2022 and
January 1, 2023 � � � � � � � � � � � � 139,795 267,431 110 407,336

Charge for the year � � � � � � � � � � � 20,325 71,789 29 92,143
Impairment loss � � � � � � � � � � � � � – 119,342 – 119,342
Eliminated on disposal of

subsidiaries � � � � � � � � � � � � � � – (17,610) – (17,610)

At December 31, 2023 and
January 1, 2024 � � � � � � � � � � � � 160,120 440,952 139 601,211

Charge for the year � � � � � � � � � � � 18,728 53,500 57 72,285
Eliminated on disposal � � � � � � � � � – (84) – (84)

At December 31, 2024 and
January 1, 2025 � � � � � � � � � � � � 178,848 494,368 196 673,412

Charge for the year � � � � � � � � � � � 8,973 26,634 69 35,676

At June 30, 2025 (unaudited) � � � � � 187,821 521,002 265 709,088

Carrying values
At December 31, 2022 � � � � � � � � � 104,281 499,511 184 603,976

At December 31, 2023 � � � � � � � � � 86,167 290,845 155 377,167

At December 31, 2024 � � � � � � � � � 84,855 237,345 1,191 323,391

At June 30, 2025 (unaudited) � � � � � 76,681 210,711 1,122 288,514

The Group’s intangible assets having finite useful lives are amortised on a straight-line basis was ten years.

Impairment assessment

As at 31 December 2022 and 2023, due to the underperformance of relevant brands, the management of the
Group concluded there was indication for impairment and conducted impairment assessment on certain and intangible
assets with finite useful lives with carrying amounts of approximately RMB37,875,000 and RMB169,482,000.

The recoverable amounts of the intangible assets have been determined based on their value in use. The Group
estimates the value in use of the intangible assets using a discount rate of 13.00% and 15.19%. The relevant assets
were impaired to their recoverable amount of Nil and approximately RMB51,000,000, which is their carrying values
at year end and the impairment of approximately RMB37,875,000 and RMB119,342,000 has been recognised in profit
or loss within the relevant functions to which these assets relate during the year ended 31 December 2022 and 2023.
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19. INTERESTS IN ASSOCIATES

As at December 31, As at June 30,

2022 2023 2024 2025

RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)

Investment in associate under
equity method � � � � � � � � � � � � � – 194,022 – –

Aggregate information of associates that are not individually material:

Year ended December 31, Six months ended June 30,

2022 2023 2024 2024 2025

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited) (unaudited)

Group’s share of profit and
total comprehensive
income from associates
for the year/period � � � � – 34,022 13,134 13,134 –

Aggregate carrying amount
of the Group’s interest
in these associates � � � � – 194,022 – – –

20. FINANCIAL ASSETS AT FVTPL

As at December 31, As at June 30,

2022 2023 2024 2025

RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)

Listed equity securities � � � � � � � � � – 317 556 788
Unlisted wealth management

products � � � � � � � � � � � � � � � � 162,051 364,725 304,544 216,660
Unlisted equity securities (Note) � � � 148,368 244,163 293,435 292,228

310,419 609,205 598,535 509,676

Analysed for reporting purpose as:
Current portion� � � � � � � � � � � � � � 162,051 365,042 305,100 217,448
Non-current portion � � � � � � � � � � � 148,368 244,163 293,435 292,228

310,419 609,205 598,535 509,676

Note:

The unlisted equity securities represent investments in entities incorporated in the PRC.

21. EQUITY INSTRUMENTS AT FVTOCI

As at December 31, As at June 30,

2022 2023 2024 2025

RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)

Unlisted equity investment (Note) � � 245,125 244,162 251,793 250,558

Note:

The unlisted equity investment represent investments in entities incorporated in the PRC. The directors of the
Company have elected to designate these investments in equity instruments as at FVTOCI as they believe that
recognising short-term fluctuations in these investments’ fair value in profit or loss would not be consistent
with the Group’s strategy of holding these investments for long-term purposes and realizing their performance
potential in the long run.
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22. DEFERRED TAXATION

As at December 31, As at June 30,

2022 2023 2024 2025

RMB’000 RMB’000 RMB’000 RMB’000

(unaudited)

Deferred tax assets � � � � � � � � � � � 629,625 542,498 657,873 675,099
Deferred tax liabilities � � � � � � � � � (129,710) (84,468) (66,571) (60,557)

499,915 458,030 591,302 614,542

The following are the major deferred tax assets and liabilities recognised and movements thereon during the
years ended 31 December 2022, 2023 and 2024 and the six months ended 30 June 2025:

Impairment
of assets

Unused
tax losses

Lease
liabilities

Unrealised
profits from

internal
trading

Assets
valuation

gain under
business

combination
Right-of-
use assets

Convertible
bonds

Fair value
change of
financial

assets
Accrued
expenses Others Total

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

At January 1, 2022 � � � � � 249,516 234,875 2,841 69,034 (109,615) – (80,982) 51,690 24,538 25,477 467,374
(Charge)/credit to profit or

loss � � � � � � � � � � � (20,988) 16,464 2,807 (18,441) 13,412 (158) 37,867 4,879 (4,947) 1,649 32,544
Credit to equity � � � � � � � – – – – – – 1 – – – 1
Exchange realignment � � � � – – (4) – – – – – – – (4)

At December 31, 2022 and
January 1, 2023� � � � � � 228,528 251,339 5,644 50,593 (96,203) (158) (43,114) 56,569 19,591 27,126 499,915

Disposal of subsidiaries � � � (330) (120,514) (239) – 4,376 – – – – – (116,707)
(Charge)/credit to profit or

loss � � � � � � � � � � � (36,269) 104,945 (63) (50,593) 12,893 155 31,403 (7,196) 23,039 (9,259) 69,055
Credit to other comprehensive

income � � � � � � � � � – – – – – – – 290 – – 290
Credit to equity � � � � � � – – – – – – 5,474 – – – 5,474
Exchange realignment � � � � – – – – – 3 – – – – 3

At December 31, 2023 and
January 1, 2024� � � � � � 191,929 235,770 5,342 – (78,934) – (6,237) 49,663 42,630 17,867 458,030

Acquisition of subsidiaries � � 8,593 2,094 134 – – – – – 176 171 11,168
Credit/(charge) to profit or

loss � � � � � � � � � � � 58,618 77,191 75,079 429 12,364 (79,149) 1,604 (5,325) (759) (20,647) 119,405
Charge to other

comprehensive income � � � – – – – – – – (1,934) – – (1,934)
Credit to equity � � � � � � – – – – – – 4,633 – – – 4,633

At December 31, 2024 and
January 1, 2025� � � � � � 259,140 315,055 80,555 429 (66,570) (79,149) – 42,404 42,047 (2,609) 591,302

Credit/(charge) to profit or
loss � � � � � � � � � � � 2,908 16,403 5,303 76 6,182 (4,484) – 676 375 (4,482) 22,957

Credit to other comprehensive
income � � � � � � � � � – – – – – – – 283 – – 283

At June 30, 2025 (unaudited) � 262,048 331,458 85,858 505 (60,388) (83,633) – 43,363 42,422 (7,091) 614,542
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As at December 31, 2022, 2023 and 2024 and June 30, 2025, the Group have unused tax losses of
approximately RMB75,887,000, RMB598,000, RMB309,000 and RMB110,000 (unaudited), respectively, available
for offset against future profits. No deferred tax asset has been recognised in respect of the unused tax losses due to
the uncertainty of future profit streams. The unrecognised tax losses will be expired in the following years ending
December 31, and six months ended June 30:

As at December 31, As at June 30,

2022 2023 2024 2025

RMB’000 RMB’000 RMB’000 RMB’000

(unaudited)

2023 � � � � � � � � � � � � � � � � � � � � 986 – – –
2024 � � � � � � � � � � � � � � � � � � � � 11,326 – – –
2025 � � � � � � � � � � � � � � � � � � � � 5,089 – – –
2026 � � � � � � � � � � � � � � � � � � � � 12,016 – – –
2027 � � � � � � � � � � � � � � � � � � � � 46,470 218 – –
2028 � � � � � � � � � � � � � � � � � � � � – 380 309 110

75,887 598 309 110

23. TRADE AND BILLS RECEIVABLES

The Group

As at December 31, As at June 30,

2022 2023 2024 2025

RMB’000 RMB’000 RMB’000 RMB’000

(unaudited)

Trade receivables � � � � � � � � � � � � 1,195,492 1,059,528 1,292,835 1,344,186
Less: Allowance for credit loss � � � � (64,758) (54,404) (67,520) (69,765)

1,130,734 1,005,124 1,225,315 1,274,421
Bills receivables at FVTOCI � � � � � 18,140 35,244 24,046 27,434

1,148,874 1,040,368 1,249,361 1,301,855

Details of balance of related parties of trade receivables are set out in Note 41 (b).

The following is an aged analysis of trade receivables for credit losses presented based on invoice date at the
end of the reporting period:

As at December 31, As at June 30,

2022 2023 2024 2025

RMB’000 RMB’000 RMB’000 RMB’000

(unaudited)

0 to 3 months � � � � � � � � � � � � � � 973,596 964,853 1,010,103 1,047,784
4 to 6 months � � � � � � � � � � � � � � 82,628 13,890 58,992 126,637
7 to 12 months � � � � � � � � � � � � � � 86,993 68,889 172,990 132,676
More than one year � � � � � � � � � � � 52,275 11,896 50,750 37,089

1,195,492 1,059,528 1,292,835 1,344,186
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As at January 1, 2022, trade receivables, net of allowance for credit losses amounted to approximately
RMB1,022,677,000.

Details of impairment assessment of trade and other receivables for the years ended December 31, 2022, 2023
and 2024 and six months ended June 30, 2025 are set out in Note 39 (c).

At the end of each reporting period, all the bills are with a maturity period of less than 12 months. The Group
and the Company consider the credit risk is limited because counterparties are financial institutions with good credit
standing and are highly likely to be paid, and the ECL are considered as insignificant.

As at December 31, 2022, 2023 and 2024 and June 30, 2025, all bills receivable at FVTOCI are with a maturity
period of less than one year.

The Company

As at December 31, As at June 30,

2022 2023 2024 2025

RMB’000 RMB’000 RMB’000 RMB’000

(unaudited)

Trade receivables � � � � � � � � � � � � 526,624 391,152 345,530 719,381
Less: Allowance for credit loss � � � � (29,698) (20,924) (19,902) (38,066)

496,926 370,228 325,628 681,315
Bills receivables at FVTOCI � � � � � 19,585 38,674 23,746 31,564

516,511 408,902 349,374 712,879

24. PREPAYMENT AND OTHER RECEIVABLES

As at December 31, As at June 30,

2022 2023 2024 2025

RMB’000 RMB’000 RMB’000 RMB’000

(unaudited)

Other receivable:
Deposits � � � � � � � � � � � � � � � � 341,005 336,593 384,826 416,956
Interest receivable � � � � � � � � � � 181,858 270,408 153,150 92,941
Others (Note) � � � � � � � � � � � � � 218,428 148,758 284,136 177,938

741,291 755,759 822,112 687,835
Less: Allowance for credit loss � � (68,167) (79,896) (109,358) (104,255)

673,124 675,863 712,754 583,580
Prepayment � � � � � � � � � � � � � � � � 837,185 576,597 771,373 674,784

1,510,309 1,252,460 1,484,127 1,258,364

Analysed for reporting purpose as:
Current portion � � � � � � � � � � � � � 1,473,739 1,196,829 1,437,393 1,217,604
Non-current portion � � � � � � � � � � 36,570 55,631 46,734 40,760

1,510,309 1,252,460 1,484,127 1,258,364

Notes:

Details of balance of related parties of other receivables are set out in Note 41 (b).

Note:

Included in the Group’s other receivables, aggregate amounts of approximately RMB150,811,000,
RMB105,806,000, RMB132,380,000 and RMB88,456,000 as at December 31, 2022, 2023 and 2024 and June
30, 2025 (unaudited) respectively, represent paid on behalf of store partner.

APPENDIX I ACCOUNTANTS’ REPORT

– I-62 –

THIS DOCUMENT IS IN DRAFT FORM. THE INFORMATION CONTAINED HEREIN IS INCOMPLETE AND IS SUBJECT TO
CHANGE. THIS DOCUMENT MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE
COVER OF THIS DOCUMENT.



25. CASH AND CASH EQUIVALENTS BANK DEPOSITS

The Group

As at December 31, As at June 30,

2022 2023 2024 2025

RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)

Cash and cash equivalents � � � � � � 6,787,598 7,887,301 4,774,054 6,755,817

Time deposits
Current portion� � � � � � � � � � � � � � 312,000 3,230,000 2,590,000 1,290,000
Non-current portion � � � � � � � � � � � 5,160,000 2,430,000 2,720,000 4,070,000

5,472,000 5,660,000 5,310,000 5,360,000

Restricted bank deposits � � � � � � � 64,002 22,700 21,611 19,937

As at December 31, As at June 30,

2022 2023 2024 2025

RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)

Restricted bank deposits secured
for:

Bank acceptance bill � � � � � � � � � � 50,000 – – –
Bank guarantee � � � � � � � � � � � � � 14,002 22,700 21,611 19,937

64,002 22,700 21,611 19,937

Cash and cash equivalents include bank balances with original maturities less than three months carrying
interest at market rates ranging from 0.25% to 1.80%, 0.20% to 1.80%, 0.15% to 1.35% and 0.10% to 1.30%
(unaudited) per annum as at December 31, 2022, 2023 and 2024 and 30 June 2025 respectively.

At December 31, 2022, 2023 and 2024 and June 30, 2025, the time deposits carry fixed interest rate ranging
from 2.10% to 3.99%, 0.25% to 3.85%, 0.15% to 3.55% and 0.10% to 3.15% (unaudited) per annum, respectively.

At December 31, 2022, 2023 and 2024 and June 30, 2025, the time deposits are pledged for bank acceptance
bills with an amount of approximately RMB1,782,000,000, RMB1,820,000,000, RMB1,730,000,000 and
RMB2,000,000,000 (unaudited), respectively.

At December 31, 2022, 2023 and 2024 and June 30, 2025, the restricted bank deposits carry interest rate
ranging from 0.25% to 3.15%, 0.20%, 0.15% and 0.10% (unaudited) per annum, respectively.

The Company

As at December 31, As at June 30,

2022 2023 2024 2025

RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)

Cash and cash equivalents � � � � � 3,469,203 3,203,627 1,790,325 2,052,714

Time deposits
Current portion � � � � � � � � � � � � � 130,000 1,330,000 830,000 600,000
Non-current portion � � � � � � � � � � 2,100,000 800,000 750,000 850,000

2,230,000 2,130,000 1,580,000 1,450,000

Restricted bank deposits � � � � � � 14,002 22,700 21,611 19,937

Bank deposits secured for:
Bank guarantee � � � � � � � � � � � � � 14,002 22,700 21,611 19,937
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26. INVENTORIES

The Group

As at December 31, As at June 30,

2022 2023 2024 2025

RMB’000 RMB’000 RMB’000 RMB’000

(unaudited)

Raw materials � � � � � � � � � � � � � � 310,231 322,126 289,706 291,889
Work in progress � � � � � � � � � � � � 54,732 42,288 44,519 33,009
Consigned materials for processing � 29,940 11,389 11,948 14,498
Finished goods � � � � � � � � � � � � � � 9,034,261 8,945,970 11,613,903 9,889,268
Others � � � � � � � � � � � � � � � � � � � 25,942 15,057 26,882 26,399

9,455,106 9,336,830 11,986,958 10,255,063

The cost of inventories recognised as an expense during the years ended December 31, 2022, 2023 and 2024
and the six months ended June 30, 2025 was approximately RMB9,206,693,000, RMB10,449,606,000,
RMB9,903,065,000 and RMB5,347,063,000 (unaudited) respectively.

The Company

As at December 31, As at June 30,

2022 2023 2024 2025

RMB’000 RMB’000 RMB’000 RMB’000

(unaudited)

Raw materials � � � � � � � � � � � � � � 127,044 158,508 171,049 183,912
Work in progress � � � � � � � � � � � � 37,676 30,252 24,166 20,359
Consigned materials for processing � 13,095 12,327 9,015 12,791
Finished goods � � � � � � � � � � � � � 381,373 451,171 444,525 143,038

559,188 652,258 648,755 360,100

27. TRADE AND BILLS PAYABLES

As at December 31, As at June 30,

2022 2023 2024 2025

RMB’000 RMB’000 RMB’000 RMB’000

(unaudited)

Trade payables � � � � � � � � � � � � � � 8,040,486 8,736,812 9,955,134 8,585,767
Bills payables (Note) � � � � � � � � � 1,442,650 1,316,210 1,241,670 1,600,170

9,483,136 10,053,022 11,196,804 10,185,937
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The following is an aged analysis of trade payables presented based on the billing date at the end of the
reporting period.

As at December 31, As at June 30,

2022 2023 2024 2025

RMB’000 RMB’000 RMB’000 RMB’000

(unaudited)

Within one year � � � � � � � � � � � � � 7,443,874 7,839,713 8,963,182 7,966,662
More than one year � � � � � � � � � � � 596,612 897,099 991,952 619,105

8,040,486 8,736,812 9,955,134 8,585,767

Note:

These relate to trade payables in which the Group has issued bills to the relevant suppliers for settlement of
trade payables. The suppliers can obtain the invoiced amounts from the bank on the maturity date of the bills.
The Group continues to recognise these trade payables as the Group are obliged to make payments to the
relevant banks on due dates of the bills, under the same conditions as agreed with the suppliers without further
extension. In the consolidated statement of cash flows, settlements of these bills by the Group are included
within operating cash flows based on the nature of the arrangements.

28. DEPOSIT RECEIVED, ACCRUALS AND OTHER PAYABLES

The Group

As at December 31, As at June 30,

2022 2023 2024 2025

RMB’000 RMB’000 RMB’000 RMB’000

(unaudited)

Receipt on behalf of store partners � 794,215 1,105,442 866,995 1,022,137
Employee benefits payable � � � � � � 642,681 538,837 505,410 380,607
Other tax payables � � � � � � � � � � � 290,488 277,857 322,389 163,136
Deposit received � � � � � � � � � � � � � 433,547 189,030 186,010 175,362
Refund liabilities – Arising from

right of return (Note) � � � � � � � � 11,480 26,743 43,862 20,354
Dividend payable � � � � � � � � � � � � – – – 864,499
Equity transfer payables � � � � � � � � 393,858 – – –
Other payables � � � � � � � � � � � � � � 253,959 168,427 183,669 172,853

2,820,228 2,306,336 2,108,335 2,798,948

Analysed for reporting purpose as:
Current portion � � � � � � � � � � � � � 2,565,937 2,137,206 1,978,075 2,688,686
Non-current portion � � � � � � � � � � 254,291 169,130 130,260 110,262

2,820,228 2,306,336 2,108,335 2,798,948

Note:

The refund liabilities relate to customers’ right to return products. At the point of sale, a refund liability and
a corresponding adjustment to revenue is recognised for those products expected to be returned. The Group
uses its accumulated historical experience to estimate the number of returns on a portfolio level using the
expected value method.
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The Company

As at December 31, As at June 30,

2022 2023 2024 2025

RMB’000 RMB’000 RMB’000 RMB’000

(unaudited)

Employee benefits payable � � � � � � 146,399 70,644 60,838 39,153
Other tax payables � � � � � � � � � � � 122,021 120,135 136,730 54,714
Dividend payable � � � � � � � � � � � � – – – 864,499
Other payables � � � � � � � � � � � � � 48,551 41,162 12,689 5,851

316,971 231,941 210,257 964,217

29. CONVERTIBLE BONDS

With the approval of the China Securities Regulatory Commission in the “Approval for Hailan Group Co., Ltd.
to Publicly Issue Convertible Corporate Bonds” (CSRC Permit [2018] No. 836), the Company publicly issued 30
million convertible corporate bonds on July 13, 2018, with a nominal value of RMB100 each, totaling RMB3 billion,
with a term of 6 years. The convertible bonds are denominated in Renminbi. The bonds entitle the holders to convert
them into ordinary shares of the Company at any time between 21 January 2019 and their settlement date on 2 April
2024. The conversion price of the Convertible Bonds at December 31, 2022, 2023 was RMB6.53 per share and
RMB6.10 per shares respectively.

At initial recognition, the equity component of the convertible bonds was separated from the liability
component. The equity element is presented in equity heading “convertible bonds reserve”. The early redemption
option is considered as closely related to the host debt. The effective interest rate of the liability component is 6.20%.

The convertible bonds information are presented as follows:

Principal amount: � � RMB3,000,000,000
Coupon interest:

Year: � � � � � � � � 1st year 2nd year 3rd year 4th year 5th year 6th year
Coupon rate: � � � � 0.3% 0.5% 0.8% 1.0% 1.3% 1.8%

Issue date: � � � � � � 13 July 2018
Maturity date: � � � � 12 July 2024

The movement of the liability component of the convertible bonds for the year is set out below:

For the year ended December 31,

2022 2023 2024

RMB’000 RMB’000 RMB’000

Carrying amount at beginning of
the year/period � � � � � � � � � � � � � � � � � � � � � 2,625,708 2,777,149 2,550,137

Interest charge � � � � � � � � � � � � � � � � � � � � � � 184,455 167,693 6,418
Interest payable � � � � � � � � � � � � � � � � � � � � � (32,986) (42,082) –
Redemption � � � � � � � � � � � � � � � � � � � � � � � � (1) – (2,278)
Conversion � � � � � � � � � � � � � � � � � � � � � � � � (27) (352,623) (2,554,277)

Carrying amount at end of the year/period � � � � � 2,777,149 2,550,137 –
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30. CONTRACT LIABILITIES

The Group

As at December 31, As at June 30,

2022 2023 2024 2025

RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)

Advance from customers � � � � � � � � 907,444 727,268 566,988 229,869
Customer royalty programme � � � � � 107,789 65,589 46,881 18,966

1,015,233 792,857 613,869 248,835

Analysed for reporting purpose as:
Current portion� � � � � � � � � � � � � � 1,015,233 792,857 613,869 248,835

Contract liabilities represent advances received from customers for revenue under corporate apparel
customization channel and provision for customer loyalty programme. The Group operates a loyalty programme
where customers accumulate points for purchases made which entitle them to discounts on future purchases. A
contract liability for the award points is recognized at the time of sale. Revenue is recognized when the points are
redeemed or when they expired. It is the Group’s unfulfilled obligation to transfer goods to a customer for which the
entity has received consideration. These advances are recognised as contract liabilities until the transactions are
completed.

The contract liabilities are expected to be realised as revenue within one year.

As at January 1, 2022, contract liabilities amounted to approximately RMB863,416,000.

The amount of revenue recognised in the years ended December 31, 2022, 2023 and 2024 and the six months
ended June 30, 2025 relates to carried-forward contract liabilities were approximately RMB863,416,000,
RMB1,015,233,000, RMB792,857,000 and RMB417,178,000 (unaudited) respectively.

The Company

As at December 31, As at June 30,

2022 2023 2024 2025

RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)

Advance from customers � � � � � � � 498,077 611,224 416,081 64,357

31. LEASE LIABILITIES

As at December 31, As at June 30,

2022 2023 2024 2025

RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)

Lease liabilities payables:
With one year � � � � � � � � � � � � � � 458,960 721,941 918,268 918,379
More than one year, but not more

than two years� � � � � � � � � � � � � 419,056 427,051 515,225 573,646
More than two years, but not more

than five years � � � � � � � � � � � � 460,855 226,228 176,045 187,995

1,338,871 1,375,220 1,609,538 1,680,020

Analysed for reporting purpose as:
Current portion� � � � � � � � � � � � � � 458,960 721,941 918,268 918,379
Non-current portion � � � � � � � � � � � 879,911 653,279 691,270 761,641

1,338,871 1,375,220 1,609,538 1,680,020
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The weighted average incremental borrowing rates applied to lease liabilities ranging from 4.35% to 4.75%,
4.35% to 4.75%, 4.35% to 8.30% and 3.60% (unaudited) to 15.56% (unaudited) per annum as at December 31, 2022,
2023 and 2024 and June 30, 2025, respectively.

32. SHARE CAPITAL

Number of registered,
issued and fully paid

ordinary shares Share capital

’000 RMB’000

As at January 1, 2022� � � � � � � � � � � � � � � � � � � � � � � � � 4,319,603 4,319,603
Conversion of convertible bonds � � � � � � � � � � � � � � � � � � � 4 4

At December 31, 2022 and January 1, 2023 � � � � � � � � � � � 4,319,607 4,319,607
Conversion of convertible bonds � � � � � � � � � � � � � � � � � � � 61,397 61,397

As at December 31, 2023 and January 1, 2024 � � � � � � � � � 4,381,004 4,381,004
Conversion of convertible bonds � � � � � � � � � � � � � � � � � � � 421,766 421,766

As at December 31, 2024, January 1, 2025 and
June 30, 2025 (unaudited)� � � � � � � � � � � � � � � � � � � � � 4,802,770 4,802,770

33. RETIREMENT BENEFITS SCHEME

Chinese mainland

Employees of the Company and its subsidiaries in the PRC are covered by the retirement and pension schemes
defined by local practice and regulations. The Company and subsidiaries are required to contribute a specific
percentage of their payroll costs to the retirement and pension schemes. The calculation of contributions for PRC
eligible staff is based on certain percentage of the applicable payroll costs. The only obligation of the Group in
respect of the retirement benefits scheme is to make the specified contribution.

Outside Chinese mainland

The Group contributes on a monthly basis to various defined contribution plans organised by the relevant
government authorities in various areas other than Chinese mainland. The Group’s liability in respected of these plans
is limited to the contributions payable at the end of each reporting period. Contributions to these plans are expensed
as incurred.

34. ACQUISITION OF ASSETS THROUGH ACQUISITIONS OF SUBSIDIARIES

There was no significant acquisition of assets through acquisitions of subsidiaries during the years ended
December 31, 2022, 2023 and 2024 and the six months ended June 30, 2025.

35. ACQUISITION OF BUSINESS

a. There was no significant acquisition of business from third party during the years ended December 31, 2022
and 2023 and the six months ended June 30, 2025.
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b. Material acquisition of subsidiaries during the year ended December 31, 2024.

In April 2024, the Company acquired an additional 11% equity interest in Spoz Brand Management (Shanghai)
Co., Ltd., increasing its total ownership to 51%. Spoz Brand Management (Shanghai) Co., Ltd. is principally engaged
in the international sports brand operation. The acquisition has been accounted for as acquisition of business using
the acquisition method.

RMB’000

Consideration transferred
Cash � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � 88,000
Interest in associate � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � 207,157
Fair value gain on step acquisition of a subsidiary (Note 7) � � � � � � � � � � � � � � � 112,843

Total � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � 408,000

Assets acquired and liabilities recognised at the date of acquisitions
Property, plant and equipment � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � 14,306
Right-of-use assets � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � 28,058
Intangible assets � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � 64
Deferred tax assets � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � 11,168
Inventories � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � 711,457
Trade and other receivables � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � 187,084
Cash and bank balances � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � 165,010
Trade and other payables � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � (547,521)
Taxation payables� � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � (24,542)
Lease liabilities � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � (27,340)

Net assets acquired � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � 517,744

Non-controlling interests

The non-controlling interests (49%) in Spoz Brand Management (Shanghai) Co., Ltd. recognised at the
acquisition date was measured by reference to the proportionate share of recognised amounts of net assets of
Spoz Brand Management (Shanghai) Co., Ltd. and amounted to approximately RMB253,695,000.

RMB’000

Goodwill arising on acquisition:
Consideration transferred � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � 408,000
Non-controlling interests (49% in Spoz Brand Management (Shanghai) Co., Ltd.) � 253,695
Net assets acquired � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � (517,744)

Goodwill arising on acquisition � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � 143,951

Goodwill arose on the acquisition of Spoz Brand Management (Shanghai) Co., Ltd. because the
acquisition included the assembled workforce of Spoz Brand Management (Shanghai) Co., Ltd. and the
potential future benefits arising from the synergy effect. These benefits are not recognised separately from
goodwill because they do not meet the recognition criteria for identifiable intangible assets.

None of the goodwill arising on these acquisitions is expected to be deductible for tax purposes.

RMB’000

Net cash inflow on acquisition of Spoz Brand Management
(Shanghai) Co., Ltd.
Cash and bank balances acquired � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � 165,010
Cash consideration paid � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � (88,000)

77,010
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Impact of acquisition on the results of the Group

Included in the profit for the year is RMB67,046,000 attributable to the additional business generated
by Spoz Brand Management (Shanghai) Co., Ltd.. Revenue for the year includes RMB932,081,000 generated
from Spoz Brand Management (Shanghai) Co., Ltd..

Had the acquisition of Spoz Brand Management (Shanghai) Co., Ltd been completed on January 1, 2024,
revenue for the year of the Group would have been RMB20,480,678,000, and profit for the year would have
been RMB2,208,715,000. The pro forma information is for illustrative purposes only and is not necessarily an
indication of revenue and results of operations of the Group that actually would have been achieved had the
acquisition been completed on January 1, 2024, nor is it intended to be a projection of future results.

In determining the ‘pro-forma’ revenue and profit of the Group had Spoz Brand Management (Shanghai)
Co., Ltd. been acquired at the beginning of the year ended December 31, 2024, the directors of the Company
calculated depreciation of property, plant and equipment based on the recognised amounts of property, plant
and equipment at the date of the acquisition.

36. DISPOSAL OF MAJOR BUSINESSES

a. Material disposal of subsidiaries during the year ended December 31, 2022.

Disposal date Company disposed
Registered capital

disposed Consideration

RMB’000

October 2022 � � � � � � � SANCANAL Clothing Co., Ltd. 100% 137,926

The net assets of SANCANAL Clothing Co., Ltd. at the date of disposal were as follows:

RMB’000

Trade and other receivables � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � 1,857
Cash and bank balances � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � 136,094
Other payables � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � (25)

Net assets disposed� � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � 137,926

The gain on disposal of SANCANAL Clothing Co., Ltd. recognised in profit or loss was calculated as below:

RMB’000

Gain on disposal of SANCANAL Clothing Co., Ltd.
Cash consideration � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � 137,926
Net assets disposed of � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � (137,926)

Gain on disposal of SANCANAL Clothing Co., Ltd. � � � � � � � � � � � � � � � � � � � � –

Net cash inflow arising on disposal of SANCANAL Clothing Co., Ltd.
Cash consideration � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � 137,926
Less: cash and cash equivalents disposed of � � � � � � � � � � � � � � � � � � � � � � � � � � (136,094)

1,832
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b. Material disposal of subsidiaries during the year ended December 31, 2023.

Disposal date Company disposed
Registered capital

disposed Consideration

RMB’000

July 2023 � � � � � � � � �
Huzhou Boys and Girls Brand
Management Co., Ltd. 60.00% –

The net liabilities of Huzhou Boys and Girls Brand Management Co., Ltd. at the date of disposal were as
follows:

RMB’000

Property, plant and equipment � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � 28,696
Right-of-use assets � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � 28,353
Intangible assets � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � 17,603
Deferred tax assets � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � 120,337
Prepayment � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � 1,338
Inventories � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � 286,195
Trade and other receivables � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � 54,608
Cash and bank balances � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � 15,968
Trade and other payables � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � (590,043)
Contract liabilities� � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � (18,979)
Lease liabilities � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � (29,110)
Deferred tax liabilities � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � (4,376)
Deposit received � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � (163,818)

Net liabilities disposed � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � (253,228)

The gain on disposal of Huzhou Boys and Girls Brand Management Co., Ltd. recognised in profit or loss was
calculated as below:

RMB’000

Gain on disposal of Huzhou Boys and Girls Brand Management Co., Ltd.
Cash consideration � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � –
Net liabilities disposed of � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � 253,228
Non-controlling interest � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � (101,291)

Gain on disposal of Huzhou Boys and Girls Brand Management Co., Ltd. � � � � � � � 151,937

Net cash inflow arising on disposal of Huzhou Boys and Girls Brand
Management Co., Ltd.

Cash consideration � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � –
Settlement of amount due to Group � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � 300,000
Less: cash and cash equivalents disposed of � � � � � � � � � � � � � � � � � � � � � � � � � � (15,968)

284,032

c. There was no significant disposal of subsidiaries during the year ended December 31, 2024 and six months
ended June 30, 2025 (unaudited).

37. COMMITMENTS

Capital commitments

As at 31 December 2022, 2023, 2024 and 30 June 2025 (unaudited), the Group did not have material capital
commitments.
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38. OPERATING LEASE ARRANGEMENTS

The Group as lessor

All of the properties held have committed tenants for terms ranging from one to ten years. Undiscounted lease
payments receivable on leases are as follow:

As at December 31, As at June 30,

2022 2023 2024 2025

RMB’000 RMB’000 RMB’000 RMB’000

(unaudited)

Within one year � � � � � � � � � � � � � 50,716 45,063 39,088 35,131
In the second year� � � � � � � � � � � � 5,242 21,773 22,891 25,008
In the third year � � � � � � � � � � � � � 4,242 21,760 21,092 17,904
In the fourth year � � � � � � � � � � � � 4,242 17,514 15,723 7,585
In the fifth year � � � � � � � � � � � � � – 15,723 – –

39. CAPITAL MANAGEMENT AND FINANCIAL INSTRUMENTS

a. Capital management

The Group manages its capital to ensure that entities in the Group will be able to continue as a going concern
while maximising the return to shareholders through the optimisation of the debt and equity balance. The Group’s
overall strategy remains unchanged throughout the Track Record Period.

The capital structure of the Group consists of cash and cash equivalents and equity attributable to owners of
the Company, comprising issued share capital, share premium, retained profits and other reserves.

The management of the Group reviews the capital structure regularly. As part of this review, the management
of the Group considers the cost of capital and the risks associated with each class of capital. Based on
recommendations of the management of the Group, the Group will balance its overall capital structure through the
payment of dividends.

b. Categories of financial instruments

The carrying amounts of each of the following categories of financial assets and financial liabilities at the end
of the reporting period are set out as follows:

As at December 31, As at June 30,

2022 2023 2024 2025

RMB’000 RMB’000 RMB’000 RMB’000

(unaudited)

Financial assets
Equity instruments at FVTOCI � � � � 245,125 244,162 251,793 250,558
Financial assets at FVTPL

Listed equity securities � � � � � � � – 317 556 788
Unlisted wealth management

products � � � � � � � � � � � � � � � 162,051 364,725 304,544 216,660
Unlisted equity securities � � � � � � 148,368 244,163 293,435 292,228

Bills receivables at FVTOCI � � � � � 18,140 35,244 24,046 27,434
Financial assets at amortised cost � � 14,127,458 15,250,988 12,043,734 13,993,755

Financial liabilities
Financial liabilities at amortised

cost � � � � � � � � � � � � � � � � � � � 16,407,904 16,275,972 14,870,815 14,644,551
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c. Financial risk management objectives and policies

The Group’s activities expose it to a variety of financial risks: market risk (including currency risk, interest
rate risks, and price risk), credit risk, liquidity risk.

The Group’s treasury department identifies, evaluates and monitors financial risks in close co-operation with
the Group’s operating units, focusing on the unpredictability of financial markets. The Group seeks to minimise the
effects of financial risks by using different derivative financial instruments to manage these exposures. All derivative
financial instruments are used for the financial risk management and not for speculative purposes.

The Board provides written principal for overall risk management. The Group has written policies covering
specific areas, such as foreign exchange risk, interest rate risk, credit risk, the use of derivative financial instruments
and non-derivatives financial instruments and cash management. Exposure to foreign exchange rates, interest rates
and prices risk movements are regularly reviewed and positions are amended in compliance with internal guidelines
and limits.

The Group treasury department reports regularly or on demand basis to the Financial Risk Management
Working Group, an independent body that monitor risks and policies implemented to mitigate risk exposures.

Credit risk and impairment assessment

Credit risk refers to the risk that the Group’s counterparties default on their contractual obligations
resulting in financial losses to the Group. The Group’s credit risk exposures are primarily attributable to trade
receivables, restricted bank deposits, time deposits other receivables. The Group does not hold any collateral
or other credit enhancements to cover its credit risks associated with its financial assets.

The Group performed impairment assessment for financial assets and other items under ECL model.
Information about the Group’s credit risk management, maximum credit risk exposures and the related
impairment assessment, if applicable, are summarised as below:

Trade receivables

In order to minimise the credit risk, the management of the Group has delegated a team responsible for
determination of credit limits and credit approvals. Other monitoring procedures are in place to ensure that
follow-up action is taken to recover overdue debts. In addition, the Group performs impairment assessment
under ECL model upon application of HKFRS 9 on trade balances based on individually assessment for
significant balances and on provision matrix for the remaining.

The Group’s concentration of credit risk by geographical locations is mainly in the PRC as at December
31, 2022, December 31, 2023, December 31, 2024, June 30, 2025. As at December 31, 2022, December 31,
2023, December 31, 2024, June 30, 2025, the Group has concentration of credit risk as 3.68%, 3.22%, 27.60%
and 15.51% (unaudited) of the total trade receivables was due from the Group’s largest customer within the
Group respectively. In order to minimise the credit risk, the management of the Group has delegated a team
responsible for determination of credit limits and credit approvals.

Other receivables

For other receivables, the management makes periodic individual assessment on the recoverability of
other receivables based on historical settlement records, past experience, and also quantitative and qualitative
information that is reasonable and supportive forward-looking information. The management believes that
there are no significant increase in credit risk of these amounts since initial recognition and the Group provided
impairment based on 12m ECL. For the years ended December 31, 2022, December 31, 2023, December 31,
2024, June 30, 2025, the Group assessed the ECL for other receivables in accordance with the note below.
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Restricted bank deposits/time deposits/cash and cash equivalents/bills receivable at FVTOCI

Credit risk on restricted bank deposits/time deposits/cash and cash equivalents/bills receivable at FVTOCI is
limited because the counterparties are reputable banks with high credit ratings assigned by credit agencies. The Group
assessed 12m ECL for restricted bank deposits/time deposits/cash and cash equivalents by reference to information
relating to probability of default and loss given default of the respective credit rating grades published by external
credit rating agencies. Based on the average loss rates, the 12m ECL on restricted bank deposits/time deposits/cash
and cash equivalents is considered to be insignificant and therefore no loss allowance was recognised.

The tables below detail the credit risk exposures of the Group’s financial assets, which are subject to ECL
assessment:

Notes
Internal

credit rating
12-month or
lifetime ECL Gross carrying amount

As at December 31,
As at

June 30,

2022 2023 2024 2025

RMB’000 RMB’000 RMB’000 RMB’000

(unaudited)

Restricted bank deposits � � � � � � 25 N/A 12-month ECL 64,002 22,700 21,611 19,937

Time deposits � � � � � � � � � � 25 N/A 12-month ECL 5,472,000 5,660,000 5,310,000 5,360,000

Cash and cash equivalents � � � � � 25 N/A 12-month ECL 6,787,598 7,887,301 4,774,054 6,755,817

Other receivables � � � � � � � � � 24 N/A 12-month ECL 737,422 745,058 806,772 671,692
Credit-impaired 3,869 10,701 15,340 16,143

741,291 755,759 822,112 687,835

Trade receivables � � � � � � � � � 23 (Note b) Lifetime ECL
(provision
matrix)

1,195,445 1,059,510 1,292,835 1,344,186

Credit-impaired 47 18 – –

1,195,492 1,059,528 1,292,835 1,344,186

Bills receivables at FVTOCI � � � � 23 N/A Lifetime ECL 18,140 35,244 24,046 27,434

Notes:

(a) For the purposes of internal credit risk management, the Group uses past due information to
assess the credit risk of the counterparties.

As at December 31, 2022

Default Not default Total

RMB’000 RMB’000 RMB’000

Other receivables � � � � � � � � � � � � 3,869 737,422 741,291

As at December 31, 2023

Default Not default Total

RMB’000 RMB’000 RMB’000

Other receivables � � � � � � � � � � � � 10,701 745,058 755,759
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As at December 31, 2024

Default Not default Total

RMB’000 RMB’000 RMB’000

Other receivables � � � � � � � � � � � � 15,340 806,772 822,112

As at June 30, 2025 (unaudited)

Default Not default Total

RMB’000 RMB’000 RMB’000

Other receivables � � � � � � � � � � � � 16,143 671,692 687,835

(b) For trade receivables, the Group has applied the simplified approach in HKFRS 9 to measure the
loss allowance at lifetime ECL. Except for debtors with significant outstanding balances, the
Group determines the ECL on these items by using a provision matrix, grouped by past due status.

As part of the Group’s credit risk management, the Group uses debtors’ aging to assess the
impairment for its customers in relation to its operation because these customers consist of a large
number of small customers with common risk characteristics that are representative of the
customers’ abilities to pay all amounts due in accordance with the contractual terms. The
following table provides information about the exposure to credit risk for trade receivables which
are assessed based on provision matrix as at December 31, 2022, 2023, 2024 and June 30, 2025
within lifetime ECL. A full provision was made for debtors that were credit-impaired.

Gross carrying amount

As at December 31, As at June 30,

2022 2023 2024 2025

Average
loss rate

Trade
receivables

Average
loss rate

Trade
receivables

Average
loss rate

Trade
receivables

Average
loss rate

Trade
receivables

RMB’000 RMB’000 RMB’000 RMB’000

(unaudited)

0 to 3 months � � � � 0.50% 973,596 0.37% 964,853 0.42% 1,010,103 0.41% 1,047,784
4 to 6 months � � � � 1.51% 82,628 1.11% 13,890 1.27% 58,992 1.21% 126,637
7 to 12 months � � � � 7.28% 86,993 56.33% 68,889 6.79% 172,990 20.27% 132,676
More than 1 year � � � 100.00% 52,228 100.00% 11,878 100.00% 50,750 100.00% 37,089

1,195,445 1,059,510 1,292,835 1,344,186

The estimated loss rates are estimated based on historical observed default rates over the expected life
of the debtors and are adjusted for forward-looking information that is available without undue cost or effort.
The grouping is regularly reviewed by management to ensure relevant information about specific debtors is
updated.
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The following table shows reconciliation of loss allowances that have been recognised for trade
receivables.

Lifetime ECL
(provision matrix)

Lifetime ECL
(credit-impaired) Total

RMB’000 RMB’000 RMB’000

As at January 1, 2022 � � � � � � � � � � � � � � � � � 57,734 – 57,734
– Impairment losses recognised � � � � � � � � � � � 7,051 47 7,098
– Written off � � � � � � � � � � � � � � � � � � � � � � � (81) – (81)
– Others � � � � � � � � � � � � � � � � � � � � � � � � � � 7 – 7

As at December 31, 2022 and January 1, 2023 � � 64,711 47 64,758
– Impairment losses reversed � � � � � � � � � � � � � (8,651) (29) (8,680)
– Written off � � � � � � � � � � � � � � � � � � � � � � � (59) – (59)
– Others � � � � � � � � � � � � � � � � � � � � � � � � � (1,615) – (1,615)

As at December 31, 2023 and January 1, 2024 � � 54,386 18 54,404
– Impairment losses recognised/(reversed) � � � � � 9,406 (18) 9,388
– Others � � � � � � � � � � � � � � � � � � � � � � � � � 3,728 – 3,728

As at December 31, 2024 and January 1, 2025 � � 67,520 – 67,520
– Impairment losses recognised � � � � � � � � � � � 2,246 – 2,246
– Others � � � � � � � � � � � � � � � � � � � � � � � � � � (1) – (1)

As at June 30, 2025 (unaudited) � � � � � � � � � � � 69,765 – 69,765

The following table shows reconciliation of loss allowances that have been recognised for other
receivables.

12-month ECL
Lifetime ECL

(credit-impaired) Total

RMB’000 RMB’000 RMB’000

As at January 1, 2022 � � � � � � � � � � � � � � � � � 56,735 1,727 58,462
– Impairment losses recognised � � � � � � � � � � � 7,702 2,142 9,844
– Written off � � � � � � � � � � � � � � � � � � � � � � (506) – (506)
– Others � � � � � � � � � � � � � � � � � � � � � � � � � 367 – 367

As at December 31, 2022 and January 1, 2023 � � 64,298 3,869 68,167
– Impairment losses recognised � � � � � � � � � � � 6,206 6,832 13,038
– Written off � � � � � � � � � � � � � � � � � � � � � � (125) – (125)
– Others � � � � � � � � � � � � � � � � � � � � � � � � � (1,184) – (1,184)

As at December 31, 2023 and January 1, 2024 � � 69,195 10,701 79,896
– Impairment losses recognised � � � � � � � � � � � 23,959 4,639 28,598
– Others � � � � � � � � � � � � � � � � � � � � � � � � � 864 – 864

As at December 31, 2024 and January 1, 2025 � � 94,018 15,340 109,358
– Impairment losses (reversed)/recognised � � � � � (6,306) 803 (5,503)
– Others � � � � � � � � � � � � � � � � � � � � � � � � � 400 – 400

As at June 30, 2025 (unaudited) � � � � � � � � � � � 88,112 16,143 104,255

The Group writes off a receivable when there is information indicating that the debtor is in severe
financial difficulty and there is no realistic prospect of recovery, e.g. when the debtor has been placed under
liquidation or has entered into bankruptcy proceedings, whichever occurs earlier.
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Foreign currency risk management

Certain Group entities have sales and purchases denominated mainly in United States Dollar (“USD”)
and Malaysian Ringgit (“MYR”), other than the functional currency of respective entities, which expose the
Group and the Company to market risk arising from changes in foreign exchange rates. The management
closely monitors foreign currency exposure and will consider hedging significant foreign currency exposure
should the need arise.

The carrying amounts of the Group’s foreign currency denominated monetary assets and monetary
liabilities at the end of the reporting period are as follows:

USD MYR

As at December 31,
As at

June 30, As at December 31,
As at

June 30,

2022 2023 2024 2025 2022 2023 2024 2025

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

(unaudited) (unaudited)

Assets � � � � � � � 12,597 14,272 24,138 137,475 50,541 34,891 44,295 42,178
Liabilities � � � � � (1) (161) – (358) (10,521) (14,263) (31,206) (12,752)

Net foreign
currencies
assets � � � � � � 12,596 14,111 24,138 137,117 40,020 20,628 13,089 29,426

No sensitivity analysis on foreign currency risk is performed since the Group’s has no material foreign
currency denominated monetary assets and liabilities at the end of the reporting period.

Interest rate risk management

The Group and the Company is exposed to fair value interest rate risk in relation to bank deposits. The
Group and the Company is also exposed to cash flow interest rate risk in relation to variable-rate bank balances
which is mainly concentrated on the fluctuation of benchmark deposit interest rates in the PRC. The
management of the Group closely monitors interest rate movement and manages the potential risk. The Group
currently does not have an interest rate hedging policy. However, the management of the Group monitors
interest rate change exposure and will consider hedging significant interest rate change exposure should the
need arise.

No sensitivity analysis is presented as the management of the Group determines that the impact from
changes in interest rates is insignificant considering the historical movement in deposit interest rates in the
PRC for the Track Record Period.

The Group is exposed to fair value interest rate risk in relation to financial assets at FVTPL and FVTOCI
(see Note 20 and 21 for details) and lease liabilities (see Note 31 for details). However, management considers
the fair value interest rate risk is insignificant.

The Group is also exposed to cash flow interest rate risk in relation to bank balances (see Note 25 for
details) due to the fluctuation of the prevailing market interest rate.

Bank balances are excluded from sensitivity analysis as the management consider that the exposure of
cash flow interest rate risk arising from variable-rate bank balances is insignificant.

The Group currently does not have an interest rate hedging policy to hedge against the exposure.

However, the management closely monitors interest rate exposure and will consider hedging significant
interest rate risk should the need arise.

Other price risk

The Group is exposed to equity price risk through its investments in equity securities measured at
FVTPL and FVTOCI. For equity securities measured at FVTPL quoted in The Stock Exchange of Shenzhen,
the management of the Group manages this exposure by maintaining a portfolio of investments with different
risks. In addition, the Group also invested in certain unquoted equity securities for investees operating in
certain limited partnership for long term strategic purposes.
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Liquidity risk management

To manage the liquidity risk, the Group takes into account the continuity and availability of financial
resources to the Group, including the cash flows generated from its principal operations, availability of
banking facilities, the level of cash and cash equivalents and capital expansion plans as to meet its expected
future working capital requirements and mitigate the fluctuation in cash flows level.

The Group also relies on convertible bonds as a source of liquidity, detail of which are set out in Note
29. The Group reviews the utilisation of borrowings and ensures the compliance of loan covenants regularly.

The following table details the Group’s remaining contractual maturity for its financial liabilities based
on the agreed repayment terms. The table has been drawn up based on the undiscounted cash flows of financial
liabilities based on the earliest date on which the Group can be required to pay. The table includes both interest
and principal cash flows. To the extent that interest flows are carried at floating rate, the undiscounted amount
is derived from interest rate existed at the end of the reporting period.

Repayable on
demand or
within one

year
Within the
second year

Over the
second year

but within the
fifth year

Over
five years

Total
undiscounted

cash flow

Carrying
amount at
end of the
reporting

period

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

At December 31, 2022
Non-derivative

financial liabilities
Trade and bills payables � 9,483,136 – – – 9,483,136 9,483,136
Deposit received,

accruals and other
payables � � � � � � � � � 2,554,457 254,291 – – 2,808,748 2,808,748

Lease liabilities � � � � � � 480,346 436,347 477,596 – 1,394,289 1,338,871
Convertible bonds � � � � � 38,345 3,002,699 – – 3,041,044 2,777,149

12,556,284 3,693,337 477,596 – 16,727,217 16,407,904

Repayable on
demand or
within one

year
Within the
second year

Over the
second year

but within the
fifth year

Over
five years

Total
undiscounted

cash flow

Carrying
amount at
end of the
reporting

period

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

At December 31, 2023
Non-derivative

financial liabilities
Trade and bills payables � 10,053,022 – – – 10,053,022 10,053,022
Deposit received,

accruals and other
payables � � � � � � � � � 2,110,463 169,130 – – 2,279,593 2,279,593

Lease liabilities � � � � � � 763,335 446,673 233,998 – 1,444,006 1,375,220
Convertible bonds � � � � � 2,621,437 – – – 2,621,437 2,550,137

15,548,257 615,803 233,998 – 16,398,058 16,257,972

Repayable on
demand or
within one

year
Within the
second year

Over the
second year

but within the
fifth year

Over
five years

Total
undiscounted

cash flow

Carrying
amount at
end of the
reporting

period

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

At December 31, 2024
Non-derivative

financial liabilities
Trade and bills payables � 11,196,804 – – – 11,196,804 11,196,804
Deposit received,

accruals and other
payables � � � � � � � � � 1,934,213 130,260 – – 2,064,473 2,064,473

Lease liabilities � � � � � � 971,282 538,308 182,015 – 1,691,605 1,609,538

14,102,299 668,568 182,015 – 14,952,882 14,870,815
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Repayable on
demand or
within one

year
Within the
second year

Over the
second year

but within the
fifth year

Over
five years

Total
undiscounted

cash flow

Carrying
amount at
end of the
reporting

period

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

(unaudited)
At June 30, 2025
Non-derivative

financial liabilities
Trade and bills payables � 10,185,937 – – – 10,185,937 10,185,937
Deposit received,

accruals and other
payables � � � � � � � � � 2,668,332 110,262 – – 2,778,594 2,778,594

Lease liabilities � � � � � � 971,254 596,709 192,307 – 1,760,270 1,680,020

13,825,523 706,971 192,307 – 14,724,801 14,644,551

The amounts included above for variable interest rate instruments for non-derivative financial liabilities
is subject to change if changes in variable interest rates differ to those estimates of interest rates determined
at the end of the reporting period.

d. Fair value measurement of financial instruments

The table below analyses the Group’s financial instruments carried at fair value on a recurring basis by
valuation method. The different levels have been defined as follows:

• Quoted prices (unadjusted) in active markets for identical assets or liabilities (level 1).

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

• Inputs for the asset or liability that are not based on observable market data (that is, unobservable
inputs) (level 3).

In estimating the fair value of an asset or a liability, the Group and the Company use market-observable data
to the extent it is available. Where level 1 inputs are not available, the Group and the Company engage third-party
qualified valuers to perform the valuation. Information about the valuation techniques and inputs used in determining
the fair value of various assets is disclosed below.

(i) Fair value of the Group’s financial assets and financial liabilities that are measured at fair value on a
recurring basis

At December 31,
At

June 30,
Fair value
hierarchy Valuation technique and key input2022 2023 2024 2025

RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)

Financial assets
Unlisted equity

investment � � � � � � � �
245,125 244,162 251,793 250,558 Level 3 Reference to net assets

value of unlisted equity
investment provide by
external counterparties

Bills receivables at
FVTOCI � � � � � � � � � �

18,140 35,244 24,046 27,434 Level 2 Discounted cash flow for
debt instruments

Unlisted wealth
management products �

162,051 364,725 304,544 216,660 Level 2 Reference to market
value provided by
brokers/financial
institutions

Listed equity securities � � – 317 556 788 Level 1 Fair values are derived from
quoted bid prices in an
active market
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At December 31,
At

June 30,
Fair value
hierarchy Valuation technique and key input2022 2023 2024 2025

RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)

Unlisted equity securities � 148,368 244,163 293,435 292,228 Level 3 Reference to net assets
value of unlisted equity
securities provide by
external counterparties

No sensitivity analysis is disclosed for the impact of changes in the relevant unobservable inputs for any of
the level 3 financial instruments of the Group, as the management considers that the exposure is insignificant to the
Group.

The Directors consider that the carrying amounts of the Group’s and Company’s financial assets and financial
liabilities recorded at amortised cost in the Historical Financial Information approximate their fair values at the end
of each reporting period.

(ii) Reconciliation of Level 3 fair value measurements

Unlisted equity
investment

Unlisted equity
securities Total

RMB’000 RMB’000 RMB’000

As at 1 January 2022 � � � � � � � � � � � � � � � � � � 245,000 – 245,000
Total losses – in profit or loss � � � � � � � � � � � � – (4,632) (4,632)
Purchased/additions � � � � � � � � � � � � � � � � � � � 125 153,000 153,125

As at 31 December 2022 and 1 January 2023 � � � 245,125 148,368 393,493
Total gains (losses)

– in profit or loss� � � � � � � � � � � � � � � � � � � – (5,205) (5,205)
– In other comprehensive income � � � � � � � � � 30,524 – 30,524

Purchased/additions � � � � � � � � � � � � � � � � � � � 200 101,000 101,200
Disposed/settlements � � � � � � � � � � � � � � � � � � (31,687) – (31,687)

As at 31 December 2023 and 1 January 2024 � � � 244,162 244,163 488,325
Total (losses)/gains

– in profit or loss� � � � � � � � � � � � � � � � � � � – (1,728) (1,728)
– In other comprehensive income � � � � � � � � � 7,673 – 7,673

Purchased/additions � � � � � � � � � � � � � � � � � � � – 51,000 51,000
Disposed/settlements � � � � � � � � � � � � � � � � � � (42) – (42)

As at 31 December 2024 and 1 January 2025 � � � 251,793 293,435 545,228
Total losses

– in profit or loss� � � � � � � � � � � � � � � � � � � – (1,207) (1,207)
– In other comprehensive expenses � � � � � � � � (1,135) – (1,135)

Purchased/additions � � � � � � � � � � � � � � � � � � � 150 – 150
Disposed/settlements � � � � � � � � � � � � � � � � � � (250) – (250)

As at 30 June 2025 � � � � � � � � � � � � � � � � � � � 250,558 292,228 542,786

There were no transfer between Level 1, 2 and 3 during the year.
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(iii) Fair value of the Group’s financial liabilities that are not measured at fair value on a recurring basis

Except as detailed in the following table, the Directors consider that the carrying amounts of financial
liabilities recorded at amortised cost in the consolidated statement of financial position approximate their fair values:

As at December 31, As at June 30,

2022 2023 2024 2025

Carrying
amount Fair value

Carrying
amount Fair value

Carrying
amount Fair value

Carrying
amount Fair value

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

(unaudited) (unaudited)

Convertible bonds � � � � 2,777,149 2,849,626 2,550,137 2,560,922 – – – –

The fair value of the debt components of convertible bonds is determined assuming redemption on 12 July
2024, and using 4.37% market interest rate in 2022 and 4.48% market interest rate in 2023.

40. RECONCILIATION OF LIABILITIES ARISING FROM FINANCING ACTIVITIES

The table below details changes in the Group’s liabilities arising from financing activities, including both cash
and non-cash changes. Liabilities arising from financing activities are those for which cash flows were, or future cash
flows will be classified in the consolidated statement of cash flows as cash flows from financing activities.

Convertible Bonds Lease liabilities Total

RMB’000 RMB’000 RMB’000

(Note 29) (Note 31)

At January 1, 2022 � � � � � � � � � � � � � � � � � � � 2,625,708 1,093,274 3,718,982
New leases entered � � � � � � � � � � � � � � � � � � � – 967,932 967,932
Interest expense � � � � � � � � � � � � � � � � � � � � � 184,455 65,502 249,957
Conversion of convertible bonds � � � � � � � � � � � (28) – (28)
Redemption of convertible bonds � � � � � � � � � � (1) – (1)
Financing cash flows � � � � � � � � � � � � � � � � � � (28,742) (711,589) (740,331)
Remeasurement of leases � � � � � � � � � � � � � � � – (76,248) (76,248)
Other movement � � � � � � � � � � � � � � � � � � � � � (4,243) – (4,243)

At December 31, 2022 and January 1, 2023 � � � � 2,777,149 1,338,871 4,116,020
New leases entered � � � � � � � � � � � � � � � � � � � – 948,124 948,124
Interest expense � � � � � � � � � � � � � � � � � � � � � 167,693 55,723 223,416
Conversion of convertible bonds � � � � � � � � � � � (352,623) – (352,623)
Financing cash flows � � � � � � � � � � � � � � � � � � (38,347) (912,121) (950,468)
Remeasurement of leases � � � � � � � � � � � � � � � – (26,267) (26,267)
Other movement � � � � � � � � � � � � � � � � � � � � � (3,735) (29,110) (32,845)

At December 31, 2023 and January 1, 2024 � � � � 2,550,137 1,375,220 3,925,357
New leases entered � � � � � � � � � � � � � � � � � � � – 1,252,990 1,252,990
Interest expense � � � � � � � � � � � � � � � � � � � � � 6,418 56,297 62,715
Conversion of convertible bonds � � � � � � � � � � � (2,554,277) – (2,554,277)
Redemption of convertible bonds � � � � � � � � � � (2,300) – (2,300)
Financing cash flows � � � � � � � � � � � � � � � � � � (30) (1,069,088) (1,069,118)
Remeasurement of leases � � � � � � � � � � � � � � � – (33,221) (33,221)
Other movement � � � � � � � � � � � � � � � � � � � � � 52 27,340 27,392

At December 31, 2024 and January 1, 2025 � � � � – 1,609,538 1,609,538
New leases entered � � � � � � � � � � � � � � � � � � � – 650,867 650,867
Interest expense � � � � � � � � � � � � � � � � � � � � � – 30,055 30,055
Financing cash flows � � � � � � � � � � � � � � � � � � – (564,880) (564,880)
Remeasurement of leases � � � � � � � � � � � � � � � – (45,560) (45,560)

At June 30, 2025 (unaudited) � � � � � � � � � � � � � – 1,680,020 1,680,020
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41. RELATED PARTY TRANSACTIONS

Parties are considered to be related if one party has the ability, directly or indirectly, to control the other party
or exercise significant influence over the other party in making financial and operation decisions. Parties are also
considered to be related if they are subject to common control.

Other than as disclosed elsewhere in these consolidated financial statements, the Group has following
transactions carried out between the Group and its related parties in the ordinary course of business during the Track
Record Period, and balances arising from related party transactions as at 31 December 2022, 2023 and 2024 and 30
June 2025 respectively:

a. Save as disclosed elsewhere in the Historical Financial Information, the Group entered into the following
transactions with related parties:

Year ended December 31, Six months ended June 30,

2022 2023 2024 2024 2025

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

(unaudited) (unaudited)

Hailan Investment and its
subsidiaries

Expenses relating to
accommodation and
catering services � � � � � 25,313 22,793 19,258 6,695 7,976

Sales of goods to � � � � � � 13,497 12,338 9,481 4,594 13,107
Lease premises to � � � � � � – – – – 3,700
Expense relating to lease

liabilities: � � � � � � � � �
Short-term lease and low

value lease � � � � � � � – – – – 425
Variable lease payments

not included in the
measurement of lease
liabilities � � � � � � � � 5,265 9,154 12,243 6,338 10,859

Interest on lease
liabilities � � � � � � � � 166 218 254 112 82

Jiangyin Taoyuan
Shanzhang Leisure
Resort Co., Ltd.

Expenses relating to
accommodation and
catering services � � � � � 2,235 5,605 4,622 2,273 3,618

Sales of goods to � � � � � � 1 2 68 65 2

Jiangyin New Ma’erdao
Hotel Co., Ltd.

Expenses relating to
accommodation and
catering services � � � � � 454 2,502 2,138 1,091 1,122

Sales of goods to � � � � � � – – 30 30 –

Spoz Brand Management
(Shanghai) Co., Ltd.
and its subsidiaries

Purchases of cloth and
other goods from � � � � � N/A 2,877 10,890 10,890 N/A

Sales of goods to � � � � � � N/A 9,069 435 435 N/A
Lease premises to � � � � � � N/A 5,475 764 764 N/A
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b. Balances with related parties

As at December 31, As at June 30,

2022 2023 2024 2025

RMB’000 RMB’000 RMB’000 RMB’000

(unaudited)

Amounts due from/(to) companies
Trade receivables � � � � � � � � � � � � 365 1,750 2,547 451
Less: Allowance for credit loss � � � � (18) (87) (127) (23)

347 1,663 2,420 428

Other receivable � � � � � � � � � � � � � 475 1,195 1,265 1,255
Less: Allowance for credit loss � � � � (72) (187) (276) (298)

403 1,008 989 957

Prepayment � � � � � � � � � � � � � � � � 1,485 1,032 79 111

Trade payable � � � � � � � � � � � � � � 414 3,864 745 459
Other payable � � � � � � � � � � � � � � – 25 – –
Contract liabilities� � � � � � � � � � � � – 26 147 125

As at December 31, As at June 30,

2022 2023 2024 2025

RMB’000 RMB’000 RMB’000 RMB’000

(unaudited)

Trade receivables
Hailan Investment and its

subsidiaries � � � � � � � � � � � � � � 347 1,190 2,420 428
Spoz Brand Management (Shanghai)

Co., Ltd. and its subsidiaries � � � � – 473 – –

347 1,663 2,420 428

Other receivables
Hailan Investment and its

subsidiaries � � � � � � � � � � � � � � 399 1,008 989 957
Xianzhuo (Shanghai) Clothing

Co., Ltd. � � � � � � � � � � � � � � � � 4 – – –

403 1,008 989 957

Prepayment
Hailan Investment and its

subsidiaries � � � � � � � � � � � � � � 1,485 1,032 79 111

Trade payable
Hailan Investment and its

subsidiaries � � � � � � � � � � � � � � 398 1,187 745 459
Spoz Brand Management (Shanghai)

Co., Ltd. and its subsidiaries � � � � – 2,677 – –
Jiangyin Taoyuan Shanzhang Leisure

Resort Co., Ltd. � � � � � � � � � � � � 12 – – –
Jiangyin New Ma’erdao Hotel

Co., Ltd. � � � � � � � � � � � � � � � � 4 – – –

414 3,864 745 459

Other payable
Hailan Investment and its

subsidiaries � � � � � � � � � � � � � � – 25 – –
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As at December 31, As at June 30,

2022 2023 2024 2025

RMB’000 RMB’000 RMB’000 RMB’000

(unaudited)

Contract liabilities
Hailan Investment and its

subsidiaries � � � � � � � � � � � � � � – 26 147 125

Notes: Jiangyin Taoyuan Shanzhang Leisure Resort Co., Ltd. and Hailan Investment and its subsidiaries are
entities under the same ultimate beneficial owner as the Company.

Jiangyin New Ma’erdao Hotel Co., Ltd. is an enterprise controlled by the spouse of the Company’s
ultimate beneficial owner.

Zhihe International Trade (Shanghai) Co., Ltd. is a minority shareholder holding 29.99% equity
interest in Tangsheng (Shanghai) Brand Management Co., Ltd., a subsidiary of the Company.
Xianzhuo (Shanghai) Garment Co., Ltd. is a subsidiary controlled by Zhihe International Trade
(Shanghai) Co., Ltd.

On April 30, 2024, the Company acquired an additional 11% equity interest in Spoz Brand Management
(Shanghai) Co., Ltd, increasing its total ownership to 51%. This acquisition granted the Company control over Spoz
Brand Management (Shanghai) Co., Ltd and its subsidiaries (“Spoz Brand Management (Shanghai) Co., Ltd. and its
subsidiaries”), resulting in their consolidation into the Group’s financial statements from the acquisition date.

During the year ended December 31, 2022, 2023, 2024 and the period ended 30 June 2025, the Group entered
lease agreement for use of premises and equipment with companies controlled by Hailan Investment. The Group has
recognised an addition of right-of-use assets and lease liabilities of approximately RMB4,388,000, RMB2,364,000,
RMB8,801,000 and RMB28,000 (unaudited) respectively in respect with lease agreement.

c. Compensation of key management personnel.

The remuneration of the Directors who are also the members of key management personnel during the Track
Record Period was disclosed in Note 10.

42. PARTICULAR OF PRINCIPAL SUBSIDIARIES

The Group

Name of the subsidiary

Place of
Incorporation/
establishment

Issued and fully paid
share capital

Proportion of ownership interest/
voting power held by the Group

Principal activitiesAs at December 31,
As at

June 30,

2022 2023 2024 2025

(unaudited)

Directly hold
HLA Home Brand Management

Co., Ltd. � � � � � � � � � � �
PRC RMB3,456,489,356 100.00% 100.00% 100.00% 100.00% Production and sale

Jiangyin HLA New Life
Technology Development Co.,
Ltd. � � � � � � � � � � � � � �

PRC RMB928,524,000 100.00% 100.00% 100.00% 100.00% Brand Management

Jiangyin HLA Technology Co.,
Ltd. � � � � � � � � � � � � � �

PRC RMB283,299,400 100.00% 100.00% 100.00% 100.00% Research and
Development

Jiangyin HLA International
Trading Co., Ltd. � � � � � � �

PRC RMB100,000,000 100.00% 100.00% 100.00% 100.00% Brand Management
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Name of the subsidiary

Place of
Incorporation/
establishment

Issued and fully paid
share capital

Proportion of ownership interest/
voting power held by the Group

Principal activitiesAs at December 31,
As at

June 30,

2022 2023 2024 2025

(unaudited)

Indirectly hold
Jiangyin HLA Clothing Co.,

Ltd. � � � � � � � � � � � � � �
PRC RMB50,000,000 100.00% 100.00% 100.00% 100.00% Store management

business
Jiangyin HLA Supply Chain

Management Co., Ltd. � � � �
PRC RMB50,000,000 100.00% 100.00% 100.00% 100.00% Finished goods

procurement
Jiangyin HLA Xinqiao Sales

Co., Ltd. � � � � � � � � � � �
PRC RMB10,000,000 100.00% 100.00% 100.00% 100.00% Clothing sales

Jiangyin HLA Sales
Management Co., Ltd. � � � �

PRC RMB20,000,000 100.00% 100.00% 100.00% 100.00% Brand management

Jiangyin Hengxi Supply Chain
Management Co., Ltd. � � � �

PRC RMB10,000,000 100.00% 100.00% 100.00% 100.00% Finished goods
procurement

Jiangyin Yipinhui E-Commerce
Co., Ltd. � � � � � � � � � � �

PRC RMB10,000,000 100.00% 100.00% 100.00% 100.00% Finished goods
procurement

Jiangyin HLA E-Commerce Co.,
Ltd. � � � � � � � � � � � � � �

PRC RMB50,000,000 100.00% 100.00% 100.00% 100.00% E-commerce

Spoz Brand Management � � � � PRC RMB400,000,000 N/A N/A 51.00% 51.00% Clothing sales
Jiangsu Lanyun Supply Chain

Management Co., Ltd. � � � �
PRC RMB300,000,000 100.00% 100.00% 100.00% 100.00% Online sales

Luoyang Longfei Garment Sales
Co., Ltd. � � � � � � � � � � �

PRC RMB10,000,000 100.00% 100.00% 100.00% 100.00% Clothing sales

Beibaid Group Co., Ltd.� � � � � PRC RMB100,000,000 100.00% 100.00% 100.00% 100.00% Brand management

The statutory financial statements of principal subsidiaries for the years ended December 31, 2022, 2023 and
2024 prepared in accordance with PRC GAAP were audited by Talent Certificated Public Accountants*, a certified
public accountants firm registered in the PRC.

* For identification purpose only.

Change in ownership interest in subsidiaries

During the year December 31, 2022, the Group acquired certain of its interest in certain subsidiaries,
increasing its continuing interest. The consideration proceeds is approximately RMB451,416,000. An amount of
approximately RMB87,977,000 (being the proportionate share of the carrying amount of the net assets of certain
subsidiaries acquired) has been transferred to non-controlling interests. The difference of approximately
RMB363,439,000 between the increase in the non-controlling interests and the consideration received has been
credited to special reserves.
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The Company

As at December 31, As at June 30,

2022 2023 2024 2025

RMB’000 RMB’000 RMB’000 RMB’000

(unaudited)

Investment in subsidiaries � � � � � � � � � � � 17,938,313 17,228,413 17,228,413 17,228,413
Amount due from subsidiaries � � � � � � � � 2,535,141 4,090,631 4,256,703 3,719,230
Amount due to subsidiaries � � � � � � � � � � – (916,747) (177,718) (63,000)

The amount due from/(to) subsidiaries are unsecured interest free and repayment on demand.

43. RESERVES OF THE COMPANY

Share
capital

Share
premium

Convertible
bonds

reserve
Revaluation

reserve
Surplus

reserve fund
Retained
earnings Total

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

(Note 32)

At January 1, 2022 � � � 4,319,603 8,401,187 540,789 – 2,212,220 6,987,913 22,461,712
Profit and total

comprehensive
income for the year � – – – – – 4,113,501 4,113,501

Conversion of
convertible bonds � � � 4 30 (6) – – – 28

Dividends
appropriation � � � � � – – – – – (2,202,999) (2,202,999)

At December 31, 2022
and January 1, 2023 � 4,319,607 8,401,217 540,783 – 2,212,220 8,898,415 24,372,242

Profit and total
comprehensive
income for the year � – – – 19,296 – 1,315,846 1,335,142

Conversion of
convertible bonds � � � 61,397 365,366 (68,665) – – – 358,098

Dividends
appropriation � � � � � – – – – – (1,857,431) (1,857,431)

At December 31, 2023
and January 1, 2024 � 4,381,004 8,766,583 472,118 19,296 2,212,220 8,356,830 24,208,051

Profit and total
comprehensive
income for the year � – – – 3,674 – 2,717,735 2,721,409

Conversion of
convertible bonds � � � 421,766 2,629,232 (472,118) – – – 2,578,880

Transfer to surplus
reserve � � � � � � � � � – – – – 189,166 (189,166) –

Dividends
appropriation � � � � � – – – – – (3,794,189) (3,794,189)

At December 31, 2024
and January 1, 2025 � 4,802,770 11,395,815 – 22,970 2,401,386 7,091,210 25,714,151

Profit and total
comprehensive
income for the
period � � � � � � � � � � – – – – – 141,353 141,353

Dividends
appropriation � � � � � – – – – – (864,499) (864,499)

At June 30, 2025
(unaudited) � � � � � � � 4,802,770 11,395,815 – 22,970 2,401,386 6,368,064 24,991,005
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44. DETAILS OF NON-WHOLLY OWNED SUBSIDIARIES THAT HAVE MATERIAL NON-
CONTROLLING INTERESTS

No non-wholly owned subsidiaries that have material non-controlling interests during the Track Record
Periods was noted.

45. EVENT AFTER REPORTING PERIOD

Save as disclosed elsewhere the Company has no other significant event after the reporting period that needs
to be disclosed.

46. SUBSEQUENT FINANCIAL STATEMENTS

No audited financial statements have been prepared by the Company, the Group or any of the companies
comprising the Group in respect of any period subsequent to [�] 2025.
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Incorporation

A joint stock limited company may be incorporated by promotion or subscription. A joint

stock limited company may be incorporated by a minimum of one but not more than 200

promoters, and at least half of the promoters must have residence within the PRC.

The promoters shall convene an inaugural meeting of the company within 30 days after

the share capital has been paid-up and shall notify all subscribers the date of the meeting or

make an announcement in this regard 15 days before the meeting. The inaugural meeting may

be held only in the presence of promoters and subscribers holding more than 50% of the total

number of shares. Powers to be exercised at the inaugural meeting include but not limited to

the adoption of articles of association and the election of members of the board of directors of

a company. The aforesaid matters shall be resolved by more than 50% of the votes to be casted

by subscribers presented at the meeting.

Within 30 days after the conclusion of the inaugural meeting, the board of directors shall

apply to the registration authority for registration of the incorporation of the joint stock limited

company. A company is formally established and has the status of a legal person after the

business license has been issued by the relevant registration authority.

Registered Shares

Under the Company Law, shareholders may make capital contributions in cash, or with

non-monetary property that may be valued in money and legally transferred, such as

contribution in kind or with an intellectual property rights, land use rights, shareholding or

claims.

The Trial Measures provides that domestic enterprises that are listed overseas may raise

funds and distribute dividends in foreign currencies or Renminbi.

Under the Company Law, a joint stock limited company is required to maintain a register

of shareholders, detailing the following information: (i) the name and domicile of each

shareholder; (ii) the class and number of shares subscribed for by each shareholder; (iii) the

serial number of shares if issued in paper form; and (iv) the date on which each shareholder

acquired the shares.

Allotment and Issue of Shares

All issue of shares of a joint stock limited company shall be based on the principles of

equality and fairness. The same class of shares must carry equal rights. Shares issued at the

same time and within the same class must be issued on the same conditions and at the same

price. It may issue shares at par value or at a premium, but it may not issue shares below the

par value.

APPENDIX IV SUMMARY OF PRINCIPAL LEGAL
AND REGULATORY PROVISIONS

– IV-6 –

THIS DOCUMENT IS IN DRAFT FORM. THE INFORMATION CONTAINED HEREIN IS INCOMPLETE AND IS SUBJECT TO
CHANGE. THIS DOCUMENT MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE
COVER OF THIS DOCUMENT.



Domestic enterprises issued and listed overseas shall file with the CSRC in accordance

with Trial Measures, submit filing reports, legal opinions and other relevant materials, and

truthfully, accurately and completely explain shareholder information and other information.

Where a domestic enterprise directly issues and is listed overseas, the issuer shall file with the

CSRC. If a domestic enterprise is indirectly listed overseas, the issuer shall designate a major

domestic operating entity as the domestic responsible person and file with the CSRC.

Increase in Share Capital

Under the Company Law, in the case of a joint stock limited company issuing new shares,

resolutions shall be passed at the shareholders’ meeting in respect of the class and number of

new shares, the issue price of the new shares, the commencement and end dates for the issuance

of new shares and the class and number of the new shares proposed to be issued to existing

shareholders, if any. If no par value stock is issued, the proceeds from the issuance of the new

stocks shall be included in the registered capital. Additionally, if a company intends to make

public offering of shares, it is required to complete the registration with the securities

regulatory authority of the State Council and announce the Document.

Reduction of Share Capital

A company may reduce its registered capital in accordance with the following procedures

prescribed by the Company Law:

(i) to prepare a balance sheet and a property list;

(ii) a company makes a resolution at shareholders’ meeting to reduce its registered

capital;

(iii) a company shall inform its creditors within ten days and publish an announcement

in newspapers or the National Enterprise Credit Information Publicity System within

30 days after the approval of resolution of reducing registered capital;

(iv) the creditors shall have the right to require a company to repay its debts or provide

corresponding guarantees within 30 days after receiving the notice or within 45 days

after the announcement if the creditors have not received the notice;

(v) when a company reduces its registered capital, it shall register the change with a

company registration authority in accordance with the law.

When a company reduces its registered capital, it must reduce the amount of capital

contribution or shares in proportion to the capital contribution or shares held by the

shareholders, unless otherwise prescribed by any law, or agreed upon by all the shareholders

of a limited liability company, or as specified in the articles of association of a joint stock

limited company.
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Share Buy-Back

Under the Company Law, a company shall not purchase its own shares. Except for any
following circumstances:

(i) reducing the registered capital;

(ii) merging with other company that holds the shares of the company;

(iii) using the shares for an employee stock plan or equity incentives;

(iv) with respect to shareholders voting against any resolution adopted at the
shareholders’ meeting on the merger or division of our Company, the right to
demand our Company to acquire the shares held by them;

(v) using the shares for the conversion of convertible corporate bonds issued by the
listed company;

(vi) as required for maintenance of the corporate value and shareholders’ rights and
interests of a listed company.

The purchase of shares of a company for reasons specified in the case of (i) to (ii) above
shall be subject to the resolution of the meeting; the purchase of shares of a company for
reasons specified in the case of (iii), (v) and (vi) above shall be subject to the resolution of the
Board meeting attended by more than two-thirds of the directors in accordance with the
provisions of the articles of association or the authorization from the meeting.

Following the purchase of a company’s shares by a company in accordance with the above
provisions, such shares shall be canceled within ten days from the date of buy-back in the case
of item (i) above; such shares shall be transferred or canceled within six months in the case of
items (ii) and (iv) above; the total number of shares of our Company held by a company shall
not exceed 10% of the total issued shares of a company, and shall be transferred or canceled
within three years in the case of items (iii), (v) and (vi) above.

Transfer of Shares

Shares held by a shareholder may be transferred according to the law. Under the Company
Law, a shareholder should affect a transfer of his shares on securities established exchange
according to the law or by any other means as required by the State Council. Registered shares
may be transferred by endorsement of shareholders or by other means stipulated by laws or
administrative regulations. After the transfer, a company shall record the name and address of
the transferee in the register of shareholders. No changes of registration in the share register
provided in the foregoing requirement shall be affected during a period of 20 days prior to the
convening of shareholder’s meeting or five days prior to the record date for a company’s
distribution of dividends. If any law, administrative regulation, or any provision by the
securities regulatory authority of the State Council specifies otherwise for the modification of
the register of shareholders of a listed company, such provisions should prevail.
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Under the Company Law, shares issued by a company prior to the public offering of

shares shall not be transferred within one year from the date on which the shares of accompany

are listed and traded on a securities exchange. The directors and senior management of the

company should declare to the company the shares they hold and the changes thereof. During

the term of office as determined when they assume the posts, the shares transferred each year

should not exceed 25% of the total shares they hold of the company. Shares of a company held

by its directors and senior management shall not be transferred within one year from the date

of a company’s listing on a securities exchange, nor within six months after their resignation

from their positions with a company.

If the shares are pledged within the time limit for restricted transfer as provided for by

laws and administrative regulations, the pledgee cannot exercise the pledge right within such

restricted period.

Shareholders

Under the Company Law and Guidelines for Articles of Association the rights of a

shareholder of a company include:

(i) to receive dividends and other forms of interest distribution according to the number

of shares held;

(ii) to legally require, convene, preside over, participate in or authorize proxies of

Shareholders to attend the General Meeting and exercise corresponding voting

rights;

(iii) to supervise business operations of our Company, provide suggestions or submit

queries;

(iv) to transfer, grant or pledge the Company’s shares held according to the provisions

of the laws, administrative regulations and the Articles of Association;

(v) to read and copy the Articles of Association, the register of Shareholders, General

Meeting minutes, resolutions of meetings of the Board of Directors and financial

and accounting reports; shareholders who satisfy the statutory requirements may

inspect the Company’s accounting books and accounting vouchers;

(vi) to participate in the distribution of the remaining assets of our Company according

to the proportion of shares held upon our termination or liquidation;

(vii) to require our Company to acquire the shares from Shareholders voting against any

resolutions adopted at the General Meeting concerning the merger and division of

the Company;
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(viii) other rights conferred by laws, administrative regulations, regulations of the

authorities, regulatory rules where our Company’s shares are listed, or the Articles

of Association.

The obligations of a shareholder of a company include:

(i) to abide by laws, administrative regulations and the Articles of Association;

(ii) to provide Share capital according to the Shares subscribed for and Share

participation methods;

(iii) not to withdraw Shares unless prescribed otherwise in laws and administrative

regulations;

(iv) not to abuse Shareholders’ rights to infringe upon the interests of the Company or

other Shareholders; not to abuse the Company’s status as an independent legal entity

or the limited liability of Shareholders to damage the interests of the Company’s

creditors;

(v) to perform other duties prescribed in laws, administrative regulations, departmental

rules and the securities regulatory rules of the place where the Company’s shares are

listed.

Shareholder’s Meetings

Under the Company Law, the shareholders’ meeting of a joint stock limited company is

made up of all shareholders. The shareholders’ meeting is the organ of authority of a company,

which exercises the following functions and powers:

(i) to elect and replace directors and to decide on matters relating to the remuneration

of directors;

(ii) to examine and approve reports of the board of directors;

(iii) to examine and approve a company’s profit distribution plans and loss recovery

plans;

(iv) to resolve on the increase or reduction of a company’s registered capital;

(v) to resolve on the issuance of corporate bonds;

(vi) to resolve on the merger, division, dissolution, liquidation or change of corporate

form of a company;
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(vii) to amend the company’s articles of association;

(viii) other functions and powers specified in provision of the articles of association.

Under the Company Law, annual shareholders’ meetings are required to be held once

every year. An interim shareholders’ meeting is required to be held within two months after the

occurrence of any of the following circumstances:

(i) the number of directors is less than the number stipulated in the Company Law or

less than two-thirds of the number specified in the articles of association;

(ii) when the unrecovered losses of a company amount to one-third of the total paid-up

share capital;

(iii) shareholders individually or jointly holding 10% or more of the company’s shares

request;

(iv) when deemed necessary by the Board;

(v) the Audit Committee proposes to convene the meeting;

(vi) other circumstances as stipulated in the articles of association.

Shareholders’ general meetings shall be convened by the board of directors, and presided

over by the chairman of the board of directors. In the event that the chairman is incapable of

performing or not performing his duties, the meeting shall be presided over by the vice

chairman. In the event that the vice chairman is incapable of performing or not performing his

duties, a director nominated by more than half of directors shall preside over the meeting.

If the board of directors is incapable of performing or is not performing its duties to

convene the general meeting, the Audit Committee should convene and preside over

shareholders’ general meeting in a timely manner. If the Audit Committee fails to convene and

preside over shareholders’ general meeting, shareholders individually or in aggregate holding

10% or more of the company’s shares for 90 days or more consecutively may unilaterally

convene and preside over shareholders’ general meeting.

If the shareholders who separately or aggregately hold more than 10% of the shares of the

company request to convene an interim shareholders’ meeting, the board of directors should,

within ten days after the receipt of such request, decide whether to hold an interim

shareholders’ meeting and reply to the shareholders in writing.

Notice of meeting shall state the time and venue of and matters to be considered at the

meeting and shall be given to all shareholders 20 days before the meeting. A notice of interim

meeting shall be given to all shareholders 15 days prior to the meeting.
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Shareholders who individually or jointly hold more than 1% of the company’s shares may
put forward interim proposals and submit them to the convener in writing ten days before the
meeting of shareholders. The convener shall issue a supplementary notice of the meeting of
shareholders within two days after receiving the proposal and announce the contents of the
interim proposal.

Under the Company Law, a shareholder may entrust a proxy to attend a shareholders’
meeting, and it should clarify the matters, power and time limit of the proxy. The proxy shall
present a written power of attorney issued by the shareholder to a company and shall exercise
his voting rights within the scope of authorization. There is no specific provision in the
Company Law regarding the number of shareholders constituting a quorum in a shareholders’
meeting.

Under the Company Law, shareholders present at a shareholders’ meeting have one vote
for each share they hold, except the shareholders of classified shares. However, shares held by
the company itself are not entitled to any voting rights.

The accumulative voting system may be adopted for the election of directors at the
shareholders’ meeting in accordance with the provisions of the articles of association or the
resolutions of the shareholders’ meeting. Under the accumulative voting system, each share
shall have the same number of voting rights as the number of directors to be elected at the
shareholders’ meeting, and shareholders may consolidate their voting rights when casting a
vote.

Under the Company Law and the Guidelines for Articles of Association, the passing of
any resolution requires affirmative votes of shareholders representing more than half of the
voting rights represented by the shareholders who attend the shareholders’ meeting. Matters
relating to merger, division or dissolution of a company, increase or reduction of registered
capital, change of corporate form or amendments to the articles of association must be
approved by more than two-thirds of the voting rights held by the shareholders present at the
meeting.

Directors

Under the Company Law, a joint stock limited company should have a board of directors,
which consists of more than three members. The term of office of a director shall be stipulated
in the articles of association, but each term of office shall not exceed three years. Directors may
serve consecutive terms if re-elected.

Meetings of the board of directors shall be convened at least twice a year. All directors
shall be noticed ten days before the meeting for every meeting. The Board exercises the
following functions and powers:

(i) to convene shareholder’s general meetings and report its work to the shareholder’s
general meetings;
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(ii) to implement the resolutions of the shareholder’s general meeting;

(iii) to decide on a company’s business plans and investment plans;

(iv) to formulate a company’s profit distribution plan and loss recovery plan;

(v) to formulate proposals for the increase or reduction of a company’s registered
capital and the issue of corporate bonds;

(vi) to formulate plans for merger, division, dissolution or change of corporate form of
a company;

(vii) to decide on the internal management structure of a company;

(viii) to decide on the appointment or dismissal of the manager of a company and their
remuneration; to decide on the appointment or dismissal of the deputy manager and
financial officer of a company based on the nomination of the manager and as well
as remuneration;

(ix) to formulate a company’s basic management system;

(x) other functions and powers specified in the articles of association or granted by the
shareholders’ meeting.

Board meetings shall be held only if more than half of the directors are present. If a
director is unable to attend a board meeting, he may appoint another director by a power of
attorney specifying the scope of the authorization for another director to attend the meeting on
his behalf. If a resolution of the board of directors violates the laws, administrative regulations
or the articles of association, and as a result of which the company suffers serious losses, the
directors participating in the resolution shall be liable to compensate the company. However,
if it can be proved that a director expressly objected to the resolution when the resolution was
voted on, and that such objection was recorded in the minutes of the meeting, such director may
be exempt from such liability.

Under the Company Law, a person may not serve as a director of a company if he/she is:

(i) a person without capacity or with restricted capacity;

(ii) a person who has been sentenced to any criminal penalty due to an offense of
corruption, bribery, encroachment of property, misappropriation of property, or
disrupting the order of the socialist market economy, or has been deprived of
political rights due to a crime, where a five-year period has not elapsed since the
date of completion of the sentence; if he/she is pronounced for suspension of
sentence, a two-year period has not elapsed since the expiration of the suspension
period;
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(iii) a person who was a director, factory manager or manager of a company or enterprise
which has entered into insolvent liquidation and who was personally liable for the
insolvency of such company or enterprise, where less than three years have elapsed
since the date of the completion of the insolvency and liquidation of such company
or enterprise;

(iv) persons who were legal representatives of a company or enterprise which had its
business license revoked due to violation of the law and had been closed down by
order, and who were personally liable, where less than three years have elapsed
since the date of the revocation of the business license of the company or enterprise
or the order for closure; and

(v) being listed as one of “dishonest persons subject to enforcement” by the people’s
court due to his/her failure to pay off a relatively large amount of due debts.

The board of directors shall have one chairman, who shall be elected by more than half
of all the directors. The chairman shall exercise the following functions and powers (including
but not limited to):

(i) to preside over shareholders’ meetings and convene and preside over board
meetings;

(ii) to examine the implementation of resolutions of the Board;

(iii) to exercise other powers conferred by the Board.

Managers and Senior Management

Under the Company Law, a company should have a manager who is appointed or removed
by the board of directors. The manager is responsible to the board of directors and exercise
his/her functions and powers according to the Articles of Association or the authorization of the
board of directors. The manager attends the meetings of the board of directors as a non-voting
member.

According to the Company Law, senior management shall refer to the manager, deputy
manager(s), financial controller, secretary of the board of directors and other personnel as
stipulated in the articles of association of the company.

Duties of Directors and Senior Management

Directors and senior management of the company are required under the Company Law
to comply with the relevant laws, regulations and the articles of association, and have fiduciary
and diligent duties to the company. Directors and senior management are prohibited from
abusing their powers to accept bribes or other unlawful income and from misappropriating the
company’s properties.
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Directors and senior management are prohibited from:

(i) embezzling the company’s property or misappropriating of the company’s capital;

(ii) depositing the company’s capital into accounts under his own name or the name of
other individuals;

(iii) giving bribes or accepting any other illegal proceeds by taking advantage of their
power;

(iv) accepting and possessing commissions paid by a third party for transactions
conducted with the company;

(v) unauthorized divulgence of confidential business information of the company; or

(vi) other acts in violation of their fiduciary duty to the company.

If any director or senior management directly or indirectly concludes a contract or
conducts a transaction with the company, he/she should report the matters relating to the
conclusion of the contract or transaction to the board of directors or shareholders’ meeting,
subject to the approval of the board of directors or shareholders according to the articles of
association.

The provisions of the preceding paragraph shall apply if any near relatives of the directors
or senior management, or any of the enterprises directly or indirectly controlled by the
directors or senior management or any of their near relatives, or any related parties with any
other related-party relationship with the directors or senior management, concludes a contract
or conducts a transaction with the company.

Neither director or senior management may take advantage of his/her position to seek any
business opportunity that belongs to the company for himself/herself or any other person
except under any of the following circumstances:

(i) where he/she has reported to the board of directors or the shareholders’ meeting and
has been approved by a resolution of the board of directors or the shareholders’
meeting according to the Articles of Association; or

(ii) where the company cannot make use of the business opportunity as stipulated by
laws, administrative regulations or the Articles of Association.

Where any director or senior management fails to report to the board of directors or the
shareholders’ meeting and obtain an approval by resolution of the board of directors or the
shareholders’ meeting according to the articles of association, he/she may not engage in any
business that is similar to that of the company where he/she holds office for himself/herself or
for any other person.
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A director or senior management who contravenes any law, regulation or the company’s
articles of association in the performance of his duties resulting in any loss to the company
shall be personally liable for the damages to the company.

Finance and Accounting

Under the Company Law, a company shall establish its financial and accounting systems
according to laws, administrative regulations and the regulations of the financial department of
the State Council. At the end of each fiscal year, the company shall prepare a financial and
accounting reports which shall be audited by an accounting firm in accordance with the law.
The financial and accounting reports shall be prepared in accordance with the laws,
administrative regulations and the regulations of the financial department of the State Council.

A joint stock limited company shall make its financial and accounting reports available
at the company for inspection by the shareholders 20 days before the convening of an annual
meeting of shareholders. A joint stock limited company issuing its shares in public must
publish its financial and accounting reports.

When distributing each year’s after-tax profits, the company shall set aside 10% of its
profits into its statutory reserve fund. The company can no longer withdraw statutory reserve
fund if it has accumulated to more than 50% of the registered capital. If the statutory reserve
fund of the company is insufficient to make up for the losses of the previous years, the current
year profits shall be used to make up for the losses before making allocations to the statutory
reserve in accordance with the preceding paragraph. After the company has made an allocation
to the statutory reserve fund from its after-tax profit, it may also make an allocation to the
discretionary reserve fund from its after-tax profit upon a resolution of the meeting or the
shareholders’ meeting.

A joint stock limited company may distribute profits in proportion to the number of shares
held by its shareholders, except for profit distributions that are not in proportion to the number
of shares held in accordance with the provisions of the Articles of Association of the joint stock
limited company.

The premium over the nominal value of the shares of a joint stock limited company from
the issue of shares, the amount of share proceeds from the issuance of no-par shares that have
not been credited to the registered capital and other incomes required by the financial
department of the State Council to be treated as the capital reserve fund shall be accounted for
as the capital reserve fund of the company.

The reserve fund of the company shall be used to make up losses of the company, expand
the production and operation of the company or increase the capital of the company. Where the
reserve fund of a company is used for making up losses, the discretionary reserve and statutory
reserve shall be firstly used. If losses still cannot be made up, the capital reserve can be used
according to the relevant provisions. When the statutory reserve fund is converted to increase
registered capital, the balance of the statutory reserve shall not be less than 25% of the
registered capital before such conversion.

APPENDIX IV SUMMARY OF PRINCIPAL LEGAL
AND REGULATORY PROVISIONS

– IV-16 –

THIS DOCUMENT IS IN DRAFT FORM. THE INFORMATION CONTAINED HEREIN IS INCOMPLETE AND IS SUBJECT TO
CHANGE. THIS DOCUMENT MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE
COVER OF THIS DOCUMENT.



The company shall not keep accounts other than those provided by law.

Appointment and Dismissal of Accounting Firms

Pursuant to the Company Law, the engagement or dismissal of an accounting firm
responsible for the company’s auditing shall be determined by a shareholders’ meeting, the
board of directors in accordance with the articles of association. The accounting firm should
be allowed to make representations when the meeting, the board of directors conduct a vote on
the dismissal of the accounting firm.

The company should provide true and complete accounting evidence, accounting books,
financial and accounting reports and other accounting information to the engaged accounting
firm without any refusal or withholding or falsification of information.

The Guidelines for Articles of Association provides that the company guarantees to
provide true and complete accounting vouchers, accounting books, financial accounting reports
and other accounting materials to the employed accounting firm, and shall not refuse, conceal
or falsely report. And the audit fee of the accounting firm shall be decided by the meeting of
shareholders.

Profit Distribution

Where a company distributes profits to shareholders in violation of the provisions of the
Company Law, the shareholders shall refund the profits distributed to the company, and the
shareholders, directors, and senior management personnel who are responsible for causing
losses to the company shall bear compensation liability.

Dissolution and Liquidation

According to the Company Law, a company shall be dissolved for the following reasons:

(i) the term of business stipulated in the Articles of Association has expired or other
events of dissolution specified in the Articles of Association have occurred;

(ii) the meeting or the shareholders’ meeting resolves to dissolve the company;

(iii) dissolution is necessary due to a merger or division of the company;

(iv) the business license is revoked, or the business license is ordered to be closed or
revoked in accordance with laws;

(v) where the company encounters serious difficulties in its operation and management
and its continuance shall cause a significant loss in the interest of shareholders, and
where this cannot be resolved through other means, shareholders who hold more
than 10% of the total shareholders’ voting rights of the company may present a
petition to the people’s court for the dissolution of the company with the support of
the judgment.
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If any of the situations as mentioned in the preceding paragraph arises, a company shall
publicize the situations through the National Enterprise Credit Information Publicity System
within ten days.

Where the company is dissolved in accordance with sub-paragraph (i) above, it may carry
on its existence by amending its articles of association or upon a resolution of the shareholders’
meeting, which must be approved by more than two-thirds of the voting rights held by the
shareholders present at the shareholders’ meeting. Where the company is dissolved pursuant to
sub-paragraphs (i), (ii), (iv) or (v) above, it shall be liquidated. The directors, who are the
liquidation obligors of the company, shall form a liquidation group to carry out liquidation
within 15 days from the date of occurrence of the cause of dissolution. The liquidation group
shall be composed of the directors, unless it is otherwise provided for in the company’s Articles
of Association or it is otherwise elected by the shareholders’ meeting. The liquidation obligors
shall be liable for compensation if they fail to fulfill their obligations of liquidation in a timely
manner, and thus any loss is caused to the company or the creditors.

The liquidation group fails to be formed within the time limit or fails to carry out the
liquidation after its formation, any interested party may request the people’s court to designate
relevant persons to form a liquidation group. The people’s court shall accept such request and
organize a liquidation group to carry out the liquidation in a timely manner.

The liquidation group shall exercise the following functions and powers during the
liquidation period:

(i) to liquidate the company’s property and respectively prepare balance sheet and list
of property;

(ii) to notify creditors by notice or public announcement;

(iii) to deal with the outstanding business of the company involved in the liquidation;

(iv) to pay all outstanding taxes and taxes arising in the course of liquidation;

(v) to liquidate claims and debts;

(vi) distributing the remaining property of the company after paying off debts;

(vii) to participate in civil litigations on behalf of the company.

The liquidation group shall notify the company’s creditors within ten days as of its
formation and shall make a public announcement in the newspaper or on the National
Enterprise Credit Information Publicity System within 60 days. The creditors shall file their
proofs of claim with the liquidation group within 30 days as of the receipt of the notice or
within 45 days as of the issuance of the public announcement in the case of failing to receive
such notice.
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The remaining property of the company after the payment of liquidation expenses,
employees’ wages, social insurance expenses and statutory compensation, outstanding taxes
and the company’s debts, shall be distributed to shareholders in proportion to their
shareholdings.

During the liquidation period, the company shall continue to exist but shall not carry out
any business activities unrelated to the liquidation. The company’s assets shall not be
distributed to the shareholders before the liquidation in accordance with the preceding
paragraph.

If the liquidation group, having thoroughly examined the company’s assets and having
prepared a balance sheet and an inventory of assets, discovers that the company’s assets are
insufficient to pay its debts in full, it shall file an application to the people’s court for
bankruptcy liquidation. After the people’s court accepts the application for bankruptcy, the
liquidation group shall hand over the liquidation matters to the bankruptcy administrator
designated by the people’s court.

Upon completion of the liquidation, the liquidation group shall prepare a liquidation
report to be submitted to the shareholders’ meeting or the people’s court for confirmation, and
submit to the company registration authority to apply for cancelation of the company’s
registration.

The members of the liquidation group performing their duties of liquidation are obliged
to loyalty and diligence. Any member of the liquidation group who neglects to fulfill his/her
liquidation duties, thus causing any loss to the company shall be liable for compensation, and
any member of the liquidation group who cause any loss to any creditor due to his/her
intentional or gross negligence shall be liable for compensation.

Where, after three years since the business license of a company is revoked, or the
company is ordered to close down or is revoked, the company fails to apply for its
deregistration with the company registration authority, the said authority may announce the
company’s deregistration through the National Enterprise Credit Information Publicity System
for a period of no less than 60 days. If there is no objection after the announcement period
expires, the company registration authority may deregister the company.

Overseas Listing

According to the Trial Measures, where an issuer makes an overseas initial public offering
or listing, it shall file with the CSRC within three working days after submitting the application
documents for overseas issuance and listing. If an issuer issues securities in the same overseas
market after overseas issuance and listing, it shall file with the CSRC within three working
days after the completion of the issuance. If an issuer issues and lists in other overseas markets
after overseas issuance and listing, it shall be filed in accordance with the provisions of the first
paragraph of this article. Moreover, if the filing materials are complete and meet the
requirements, the CSRC shall complete the filing within 20 working days from the date of
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This Appendix mainly provides investors with an overview of the Articles of Association.
As the following information is in summary form, it does not contain all the information that
may be important to investors.

SHARES AND REGISTERED CAPITAL

The shares of the Company shall be issued in an open, fair and equal manner. Each share
of the same class shall rank pari passu with each other. Shares of a class in each issuance shall
be issued under the same terms and at the same price. Each of the shares shall be subscribed
for at the same price by any subscriber.

The shares issued by the Company have a par value of RMB1.00 each. The shares issued
by the Company and listed on the Shanghai Stock Exchange are referred to as “A Shares”,
while the shares issued by the Company and listed on the Hong Kong Stock Exchange are
referred to as “H Shares”.

INCREASE, DECREASE, REPURCHASE AND TRANSFER OF SHARES

Increase and Decrease of Shares

Based on the operation and development needs of the Company and subject to laws and
regulations, and the securities regulatory rules of the places where the Company’s shares are
listed, the Company may increase its share capital via the following methods upon approval by
resolutions at general meetings:

(I) Issuance of shares to non-specific investors;

(II) Issuance of shares to specific investors;

(III) Issuing bonus shares to existing shareholders;

(IV) Converting capital reserve into share capital;

(V) Other methods permitted by laws, administrative regulations, the CSRC, and other
stock exchange(s) and regulatory authority(ies) of the places where the Company’s
shares are listed.

When the Company reduces its registered capital, it shall prepare a balance sheet and an
inventory of assets. The Company shall, within ten days from the date on which the general
meeting passes the resolution to reduce the registered capital, notify the creditors, and, within
30 days as of the date of such resolution, make an announcement through media that meet the
requirements of the CSRC, or via the National Enterprise Credit Information Publicity System,
the website of the Shanghai Stock Exchange, and the information disclosure platform
designated by the Hong Kong Stock Exchange. Creditors shall have the right, within 30 days
from receipt of notification or within 45 days from the day of announcement if they do not
receive the notification, to require the Company to repay debts or provide corresponding
guarantees. Where otherwise provided by the securities regulatory rules of the places where the
Company’s shares are listed, such provisions shall prevail.
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When the Company reduces its registered capital, the amount of capital contribution or

number of shares held by shareholders shall be reduced proportionally according to their

respective shareholdings, unless otherwise provided by laws, the securities regulatory rules of

the places where the Company’s shares are listed, or the Articles of Association.

Repurchase of Shares

The Company shall not purchase its own shares. However, under the following

circumstances, the Company may acquire its own shares in accordance with laws,

administrative regulations, departmental rules, the securities regulatory rules of the places

where the Company’s shares are listed, as well as the Articles of Association:

(I) Reduce the registered share capital of the Company;

(II) Merge with other companies which hold shares in the Company;

(III) Use shares for the purpose of employee stock ownership plans or share incentive

schemes;

(IV) Repurchase its shares held by the shareholders who vote against any resolution

proposed at any general meeting on the merger or division of the Company upon

their request;

(V) Use shares for the conversion of the convertible corporate bonds issued by the listed

company;

(VI) Necessary for the listed Company to maintain its value and safeguard the interests

of shareholders.

A resolution at a general meeting is required when the Company repurchases its shares

under the circumstances set out in item (I) or (II) set out above. Where the Company

repurchases its shares under the circumstances set out in item (III), (V) or (VI) above, a

resolution shall be passed by a board meeting attended by more than two-thirds of the directors

in accordance with the Articles of Association or pursuant to authorization by the general

meeting, provided that it complies with the applicable securities regulatory rules of the places

where the Company’s shares are listed. If the Company repurchases its own shares under the

circumstances set out in Item (III), (V), or (VI) above, such repurchase shall be conducted

through public centralized trading.
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With respect to A shares, and subject to compliance with the securities regulatory rules

of the places where the Company’s shares are listed, after the Company repurchases its own

shares in accordance with the foregoing provisions: For the circumstance under item (I), the

repurchased shares shall be cancelled within ten days from the date of repurchase; For the

circumstances under items (II) and (IV), the repurchased shares shall be transferred or

cancelled within six months; For the circumstances under items (III), (V), and (VI), the total

number of shares held by the Company shall not exceed 10% of the total number of issued

shares of the Company, and such shares shall be transferred or cancelled within three years.

With respect to H Shares, where laws, regulations, or the securities regulatory authorities of the

places where the Company’s shares are listed provide otherwise in relation to share

repurchases, such provisions shall prevail.

After the Company repurchases its own shares, it shall fulfill its information disclosure

obligations in accordance with the Securities Law, the Hong Kong Listing Rules, and other

applicable laws, regulations, and regulatory requirements of the places where the Company’s

shares are listed.

The Company may repurchase its own shares through public centralized trading or by

other means permitted under laws, administrative regulations, the securities regulatory rules of

the places where the Company’s shares are listed, as well as other methods recognized by the

CSRC and other stock exchange(s) and regulatory authority(ies) of the places where the

Company’s shares are listed.

Transfer of Shares

The shares of the Company issued prior to a public offering shall not be transferred within

one year from the date on which the shares of the Company are listed and traded on a stock

exchange.

The directors and senior management of the Company shall regularly declare the number

of shares held by them and the relevant changes, the number of shares transferred each year

during their term of office shall not exceed 25% of the total number of shares of the same class

held by them in the Company. The shares of the Company held by them shall not be transferred

within one year from the date on which shares of the Company are listed and traded. The shares

in the Company held by them shall not be transferred within half a year from the date on which

they cease to be employed by the Company.

If laws, administrative regulations, or the securities regulatory rules of the places where

the Company’s shares are listed provide specific restrictions or declaration requirements on the

transfer of the Company’s shares, such provisions shall prevail.
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SHAREHOLDERS AND GENERAL MEETINGS

Shareholders

The Company shall establish its register of members based on the certificates provided by

the securities registration and clearing institution of the places where the Company’s shares are

listed. The register of members shall be the sufficient evidence to prove that the shareholders

hold the shares of the Company. The original H Share register shall be kept in Hong Kong for

inspection by shareholders; however, the Company may close the register of members in

accordance with applicable laws and regulations and the securities regulatory rules of the

places where the Company’s shares are listed. The shareholders shall enjoy rights and assume

obligations according to the class of shares they hold; shareholders holding the same class of

shares shall enjoy the same rights and assume the same obligations.

Shareholders of the Company shall be entitled to:

(I) receiving dividends and benefit distributions in other forms pro rata to the number

of shares held;

(II) requesting, convening, presiding over, attending or appointing proxies to attend

general meetings in accordance with laws, and exercising the corresponding voting

rights;

(III) supervising, advising on or making inquiries about the business operations of the

Company;

(IV) transferring, granting or pledging their shares in accordance with the provisions of

the laws, administrative regulations, the securities regulatory rules of the places

where the Company’s shares are listed and the Articles of Association;

(V) inspecting and copying the Articles of Association, the register of members, minutes

of general meetings, resolutions of the board of directors, financial and accounting

reports; Shareholders who meet the prescribed requirements are entitled to inspect

the Company’s accounting books and vouchers;

(VI) participating in the distribution of the remaining properties of the Company pro rata

to their shareholdings in the event of the termination or liquidation of the Company;

(VII) requesting the Company to repurchase the shares from the dissenting shareholders

who vote against the Company’s resolution on merger or division proposed at a

general meeting;

(VIII) Other rights as provided by laws, administrative regulations, departmental rules, the

securities regulatory rules of the places where the Company’s shares are listed, or

the Articles of Association.
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If any resolution of a general meeting or a board meeting is in violation of the laws,

administrative regulations, the securities regulatory rules of the places where the Company’s

shares are listed, shareholders shall have the right to petition a people’s court for invalidating

the said resolution. Where the procedures for convening or the method of voting at a general

meeting or a board meeting are in violation of the laws, administrative regulations, the

securities regulatory rules of the places where the Company’s shares are listed, or the Articles

of Association, or the contents of any resolution are in breach of the Articles of Association,

shareholders shall have the right to petition the people’s court for revocation of such resolution

within 60 days from the date of the resolution. However, this shall not apply when there are

only minor defects in the convening procedures or voting method of the general meeting or

board meeting that do not materially affect the resolution.

The shareholders of the Company shall assume the following obligations:

(I) to comply with the laws, administrative regulations, the securities regulatory rules

of the places where the Company’s shares are listed, and the Articles of Association;

(II) to pay subscription monies based on the shares subscribed and the method of

subscription;

(III) no share capital shall be withdrawn except in circumstances stipulated by laws,

regulations and the securities regulatory rules of the places where the Company’s

shares are listed;

(IV) not to abuse shareholders’ rights to the detriment of the interests of the Company or

other shareholders; not to abuse the Company’s status as an independent legal

person or abuse of the limited liability of a shareholder to jeopardize the interests

of the Company’s creditors;

(V) other obligations stipulated by laws, administrative regulations, the securities

regulatory rules of the places where the Company’s shares are listed, and the Articles

of Association.

In the event of any loss caused to the Company or other shareholders arising from any

abuse of the shareholder’s right, such shareholder shall be liable for compensation in

accordance with laws. In the event of any material damage caused to the interests of the

creditors of the Company arising from any abuse of the Company’s independent legal person

status and the limited liability of the shareholders by any shareholder to evade from debts, such

shareholder shall be jointly and severally liable for the Company’s debts.
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General Provisions for General Meetings

General meeting is the organ of authority of the Company, which exercises the following

powers in accordance with the law:

(I) elect and replace directors who are not employee representatives, and determine on

matters concerning their remuneration;

(II) consider and approve reports of the board;

(III) consider and approve the Company’s profit distribution and loss recovery proposals;

(IV) resolve on the increase or reduction of the Company’s registered capital;

(V) resolve on the issuance of corporate bonds;

(VI) resolve on matters concerning the merger, division, dissolution, liquidation or

change of corporate form of the Company;

(VII) amend the Articles of Association;

(VIII) resolve on the engagement or dismissal of accounting firms undertaking audit

services of the Company;

(IX) consider and approve the transactions specified in Article 45 of the Articles of

Association;

(X) consider matters concerning the purchase or sale of major assets over the past year

that exceeds 30% of the Company’s latest audited total assets;

(XI) consider and approve matters relating to the change of use of proceeds;

(XII) consider equity incentive plans and employee stock ownership plans;

(XIII) consider other matters required to be resolved at a general meeting pursuant to laws,

administrative regulations, departmental rules, the securities regulatory rules of the

places where the Company’s shares are listed and the Articles of Association.
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The following transactions of the Company shall be submitted to the general meeting for

approval after being reviewed and approved by the board of directors:

If the Company engages in a “providing guarantees” transaction and it falls into any of

the following circumstances:

(I) any guarantee provided after the total external guarantees of the Company and its

controlled subsidiaries exceed 50% of the most recent audited net assets;

(II) any guarantee provided after the total external guarantees of the Company and its

controlled subsidiaries exceed 30% of the most recent audited total assets;

(III) any guarantee that, when calculated on a cumulative basis over a continuous

12-month period according to the guarantee amount, exceeds 30% of the most recent

audited total assets of the Company;

(IV) guarantees provided for parties whose asset-liability ratio exceeds 70%;

(V) any single guarantee amount exceeding 10% of the most recent audited net assets of

the Company;

(VI) guarantees provided to shareholders, the actual controller, and their connected

parties;

(VII) other guarantees as required by laws, regulations, the securities regulatory rules of

the places where the Company’s shares are listed, or the Articles of Association.

When the general meeting considers a guarantee under item (III) above, the

resolution shall be passed by more than two-thirds of the voting rights held by

shareholders present at the meeting.

Where the Company provides guarantees for the controlling shareholder, the actual

controller, or their connected parties, the controlling shareholder, the actual controller, or their

connected parties shall provide counter-guarantees.

If any responsible person of the Company violates the approval authority or procedures

for external guarantees stipulated in the Articles of Association, the Company shall hold such

person legally accountable.

General meetings are categorized into annual general meetings and extraordinary general

meetings. The annual general meeting, which shall be held once a year, shall be held within six

months after the end of the preceding fiscal year.
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The Company shall convene an extraordinary general meeting within two months upon

the occurrence of any of the following circumstances:

(I) when the number of directors is less than the number specified in the Company Law

or less than two-thirds of the number required by the Articles of Association, i.e. six

directors;

(II) when the Company’s unrecovered losses amount to one-third of the total share

capital;

(III) when shareholders who individually or collectively hold more than 10% of total

number of the Company’s voting shares make a request;

(IV) when the board of directors considers it necessary;

(V) when the audit committee proposes to convene the meeting;

(VI) other circumstances required by the laws, administrative regulations, departmental

rules, the securities regulatory rules of the places where the Company’s shares are

listed or the Articles of Association.

Convening of General Meeting

The board of directors shall convene a general meeting of shareholders within the

prescribed period.

The independent directors are authorized to propose to the board of directors to convene

an extraordinary general meeting with the approval of a majority of all independent directors.

In response to a proposal from an independent director requesting the convening of an

extraordinary general meeting, the board of directors shall, in accordance with the provisions

of laws, administrative regulations, the securities regulatory rules of the places where the

Company’s shares are listed and the Articles of Association, provide written feedback on

whether it agrees or disagrees with the convening of the extraordinary general meeting within

ten days upon the receipt of the proposal.

Where the board of directors agrees to convene an extraordinary general meeting, it shall

issue a notice of the general meeting within five days after the board resolution is made; where

the board of directors does not agree to convene an extraordinary general meeting, it shall state

the reasons and make an announcement accordingly.
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The audit committee shall propose to the board of directors to convene an extraordinary

general meeting, and shall make such proposal in writing. The board of directors shall, in

accordance with the provisions of laws, administrative regulations, the securities regulatory

rules of the places where the Company’s shares are listed and the Articles of Association,

provide written feedback on whether it agrees or disagrees with the convening of the

extraordinary general meeting within ten days upon the receipt of the proposal.

Where the board of directors agrees to convene the extraordinary general meeting, it shall

issue a notice of the general meeting within five days after the decision is made. Any changes

made to the original request in the notice shall be agreed by the audit committee.

Where the board of directors does not agree to convene an extraordinary general meeting

or fails to provide feedback within ten days after receiving the proposal, it is deemed that the

board of directors is unable to fulfill or does not fulfill its duty to convene the general meeting,

and the audit committee may convene and preside over the meeting on its own.

The shareholders who individually or collectively hold more than 10% of the shares of the

Company shall have the right to request the board of directors to convene an extraordinary

general meeting, and shall make such request in writing. The board of directors shall, in

accordance with the provisions of laws, administrative regulations, the securities regulatory

rules of the places where the Company’s shares are listed and the Articles of Association,

provide written feedback on whether it agrees or disagrees with the convening of the

extraordinary general meeting within ten days upon the receipt of the proposal.

Where the board of directors agrees to convene the extraordinary general meeting, it shall

issue a notice of the general meeting within five days after the board resolution is made. Any

changes made to the original request in the notice shall be agreed by the relevant shareholders.

Where the board of directors does not agree to convene an extraordinary general meeting

or fails to provide feedback within ten days after receiving the proposal, the shareholders who

individually or collectively holding more than 10% of the Company’s shares may propose to

the audit committee to convene an extraordinary general meeting, and such proposal shall be

presented to the audit committee in writing.

Where the audit committee agrees to convene the extraordinary general meeting, it shall

issue a notice of the general meeting within five days after the decision is made. Any changes

made to the original request in the notice shall be agreed by the relevant shareholders. If the

audit committee fails to give notice of a general meeting within the prescribed period, it shall

be deemed that the audit committee does not convene and preside over the general meeting, and

the shareholders who have individually or collectively held more than 10% of the Company’s

shares for more than 90 consecutive days may convene and preside over the meeting on their

own.

APPENDIX V SUMMARY OF THE ARTICLES OF ASSOCIATION

– V-9 –

THIS DOCUMENT IS IN DRAFT FORM. THE INFORMATION CONTAINED HEREIN IS INCOMPLETE AND IS SUBJECT TO
CHANGE. THIS DOCUMENT MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE
COVER OF THIS DOCUMENT.



Where the audit committee or shareholders decide to convene a general meeting on their

own, they shall notify the board of directors in writing and complete the necessary reporting,

announcement or filing procedures in accordance with the securities regulatory rules and stock

exchange requirements of the places where the Company’s shares are listed. Before the

announcement of the resolution of the general meeting, the shareholding ratio of convening

shareholders shall be no less than 10%.

The audit committee or the shareholder(s) convening the general meeting shall complete

the necessary reporting, announcements, or filings in accordance with the securities regulatory

rules and stock exchange requirements of the places where the Company’s shares are listed

when issuing the notice of the general meeting and when announcing the general meeting

resolutions.

The expenses necessary for a general meeting convened by the audit committee or by the

shareholder(s) themselves shall be borne by the Company.

The general meeting shall be presided over by the chairman of the board of directors. If

the chairman is unable or fails to perform his/her duties, the meeting shall be presided over by

the vice chairman. If the vice chairman is unable or fails to perform his/her duties, the meeting

shall be presided over by a director elected jointly by more than half of the directors.

For a general meeting convened by the audit committee, the meeting shall be presided

over by the convener of the audit committee. If the convener is unable or fails to perform

his/her duties, the meeting shall be presided over by a member of the audit committee elected

jointly by more than half of the audit committee members.

A general meeting convened by the shareholders shall be presided over by the convener

or a representative elected by the convener.

Where the chairman of the general meeting violates the rules of procedure when holding

the meeting and as a result, the general meeting is unable to continue, subject to the consent

of the shareholders with more than half of voting rights of all the shareholders attending the

general meeting, the general meeting may nominate a person to act as the chairman of the

meeting and such meeting may continue.

Notice of General Meeting

The convener shall inform each shareholder of the forthcoming annual general meeting

in writing (including by way of announcement) 21 days before the meeting, and shall inform

each shareholder of the forthcoming extraordinary general meeting in writing (including by

way of announcement) 15 days before the meeting.

When calculating the starting date and ending date of the above notice, the date of the

meeting shall be excluded.
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The notice of general meeting shall include the following:

(I) time, venue and duration of the meeting;

(II) the matters and proposals submitted to the meeting for consideration;

(III) the notice shall state clearly that all ordinary shareholders are entitled to attend the

general meeting or appoint proxies in writing to attend and vote at such meeting on

their behalf and that such proxies need not to be a shareholder of the Company;

(IV) the record date for share registration to determine shareholders who are entitled to

attend the general meeting;

(V) the names and telephone numbers of the contact person in relation to the meeting;

(VI) the time and procedures for online voting or voting by other means.

If the general meeting intends to discuss the election of directors, the notice of the general

meeting shall fully disclose detailed information of the director candidates, which shall include

at least the following:

(I) personal information, including educational background, work experience, and

concurrent positions;

(II) whether the candidate has any relationship with the Company, its controlling

shareholder, or its actual controller;

(III) the number of shares of the Company held by the candidate;

(IV) whether the candidate has ever been subject to penalties by the CSRC or other

relevant authorities, or sanctions by any stock exchange;

(V) other information of director candidates required to be disclosed under the securities

regulatory rules of the places where the Company’s shares are listed.

Except where directors are elected by cumulative voting, each director candidate shall be

proposed as an individual resolution.

The notice of the general meeting and any supplementary notice shall fully and

completely disclose the full details of all proposals.
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Proposals of the General Meeting

When the Company holds a general meeting, the board of directors, the audit committee,

and shareholders who individually or collectively hold more than 1% of the Company’s shares

have the right to submit proposals to the Company.

Shareholders who individually or collectively hold more than 1% of the Company’s

shares may propose a provisional proposal and submit it in writing to the convener ten days

prior to the general meeting. The convener shall issue a supplementary notice of the general

meeting within two days after the receipt of the proposal, announcing the contents of the

provisional proposal and submitting the provisional proposal to the general meeting for

deliberation, except that the provisional proposal is in violation of the provisions of the laws,

administrative regulations, the securities regulatory rules of the places where the Company’s

shares are listed or the Articles of Association or does not fall within the terms of reference of

the general meeting. If, in accordance with the securities regulatory rules of the places where

the Company’s shares are listed, the general meeting is required to be postponed due to the

issuance of a supplementary notice, the convening of the general meeting shall be postponed

in accordance with such rules. The Company shall not increase the shareholding of

shareholders who submit the provisional proposal.

Save as specified above, the convener shall neither revise the proposals set out in the

notice of general meetings nor add new proposals after issuing the notice of general meeting.

The general meeting shall not vote or pass resolutions on proposals not listed in the notice

of the general meeting or resolutions not in conformity with the Articles of Association.

Proxy for the General Meeting

A shareholder may attend and vote at the general meeting in person or by proxy.

Individual shareholders attending meeting in person shall produce their identity cards or

other valid documents or proof to prove their identity. In the case of attending by proxies, the

proxies shall produce valid documents and the proxy forms from the shareholders to prove their

identity.

Where a shareholder is a legal entity, its legal representative or a proxy entrusted by such

legal representative shall attend the meeting. If the meeting is attended by the legal

representatives, they shall produce their identity cards and valid proof of their status as legal

representatives; if the meeting is attended by agents of such legal representatives, such agents

shall produce their identity cards, the written authorization letter legally issued by the legal

representative of the legal entity shareholder, and proof of the shareholder’s shareholding.
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If the shareholder is a Recognized Clearing House (or its agent) as defined under the

relevant laws and regulations of the places where the Company’s shares are listed, such

shareholder shall be entitled to authorize its corporate representative(s) or one or more persons

it thinks fit to act as its proxy(ies) at any meeting (including but not limited to general meetings

and creditors’ meetings). However, if more than one person is appointed as proxies, the proxy

form shall clearly state the number and the class of shares represented by each of the proxies

so authorized. The proxy forms shall be signed by the person authorized by the Recognized

Clearing House. The proxies so authorized may attend the meeting (without being required to

present share certificate, notarized proxy forms and/or further evidence to prove they are duly

authorized) and exercise rights on behalf of the Recognized Clearing House (or its agent), and

shall be entitled to the legal rights equivalent to those of other shareholders, including the right

to speak and vote, as if that proxy is an individual shareholder of the Company.

Where a proxy form for appointing a voting proxy is signed by a person authorized by the

principal, the signed authorization letter or other authorization documents shall be notarized.

The notarized authorization letter or other authorization documents and the proxy form shall

be kept at the domicile of the Company or at such other places as designated in the notice of

the meeting. Where the principal is a legal entity, its legal representative or the person

authorized by a resolution of its board of directors or other decision-making body shall attend

the Company’s general meetings as the representative of such appointing shareholder.

The proxy form for appointing a proxy to attend the general meeting issued by a

shareholder shall include the following:

(I) The name of the principal and the class and number of shares of the Company held;

(II) The name of the proxy;

(III) The specific instructions of the shareholder, including directions to vote for, against,

or abstain on each proposal included in the agenda of the general meeting;

(IV) The date of the proxy form and its validity period;

(V) The signature (or seal) of the principal. Where the principal is a corporate

shareholder, the proxy form shall be affixed with the corporate seal or signed by its

director or a duly authorized representative.
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Voting at the General Meeting

Resolutions of the general meeting shall be classified as ordinary resolutions and special

resolutions.

An ordinary resolution shall be passed by more than one-half of the voting rights

represented by the shareholders (including shareholders whose proxies attend the general

meeting) present at the general meeting.

A special resolution shall be passed by not less than two-thirds of the voting rights

represented by the shareholders (including shareholders whose proxies attend the general

meeting) present at the general meeting.

Shareholders (including shareholders whose proxies attend the general meeting) shall

have the right to speak at the general meeting and exercise their voting rights in proportion to

the number of voting shares they hold. Each share shall carry one vote, other than class

shareholder. Where otherwise provided by the securities regulatory rules of the places where

the Company’s shares are listed, such provisions shall prevail. When voting, a shareholder

(including the shareholder’s proxy) holding two or more votes is not required to cast all votes

either for, against, or abstaining.

Where the general meeting considers material matters affecting the interests of minority

investors, the votes of minority shareholders shall be counted separately. The results of such

separate counting shall be disclosed promptly. Shares held by the Company itself shall not

carry voting rights and shall not be counted in the total number of voting shares represented

at the general meeting.

When the general meeting considers related (connected) transaction matters, related

(connected) shareholders shall abstain from voting, and the voting rights represented by their

shares shall not be counted in the total number of valid votes. The announcement of the general

meeting resolutions shall fully disclose the voting results of the non-related (non-connected)

shareholders.

Pursuant to relevant laws, regulations, and the securities regulatory rules of the places

where the Company’s shares are listed, if any shareholder is required to abstain from voting on

a particular resolution, or is restricted to voting only for or only against a particular resolution,

any vote cast by such shareholder or its representative in violation of such restriction shall not

be counted in the voting results.

In the event that a shareholder’s purchase of the Company’s voting shares violates the

provisions of Article 63(1) and (2) of the Securities Law, the voting right for the portion of the

shares in excess of the prescribed ratio shall not be allowed to exercise for a period of 36

months after the purchase and such shares shall not be counted in the total number of voting

shares present at the general meeting.
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The open soliciting of voting rights can be carried out by the board of directors,

independent directors, and the shareholders who hold more than 1% of the voting shares or by

investor protection organizations established in accordance with laws, administrative

regulations, the securities regulatory rules of the places where the Company’s shares are listed

or the requirements of the CSRC. Information including the specific voting preference shall be

fully disclosed to the shareholders for whom voting rights are being solicited.

Consideration or de facto consideration for soliciting shareholders’ voting rights is

prohibited. Except for legal conditions, the Company shall not impose any minimum

shareholding limitation for soliciting voting rights.

The following matters shall be approved by ordinary resolutions at a general meeting:

(I) work reports of the board of directors;

(II) profit distribution plan and loss make-up plan formulated by the board of directors;

(III) appointment and dismissal of members of the board of directors and their

remuneration and payment terms;

(IV) matters other than those to be approved by special resolutions as stipulated in the

laws, administrative regulations, the securities regulatory rules of the places where

the Company’s shares are listed or the Articles of Association.

The following matters shall be approved by special resolutions at a general meeting:

(I) increase or reduction of the registered capital of the Company;

(II) division, spin-off, merger, dissolution, liquidation, or change in the corporate form

of the Company (including voluntary winding-up);

(III) amendments to the Articles of Association;

(IV) purchase or disposal of material assets by the Company within one year, or any

guarantee provided to others with an amount exceeding 30% of the latest audited

total assets of the Company;

(V) equity incentive plans;

(VI) other matters that are required to be approved by a special resolution pursuant to

laws, administrative regulations, the securities regulatory rules of the places where

the Company’s shares are listed, or the Articles of Association, as well as any other

matters that the general meeting, by way of an ordinary resolution, determines to

have a material impact on the Company.
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DIRECTORS AND BOARD OF DIRECTORS

Directors

The board of directors consists of nine members, including three independent directors

and one employee representative director. The number of independent directors shall not be

less than three and shall not be less than one-third of the total number of directors, and shall

include at least one independent director who possesses appropriate professional qualifications

or accounting or related financial management expertise as required under the securities

regulatory rules of the places where the Company’s shares are listed. One independent director

shall reside permanently in Hong Kong. All independent directors must be independent as

required under the securities regulatory rules of the places where the Company’s shares are

listed.

The term “independent director” shall have the same meaning as “independent non-

executive director” under the Hong Kong Listing Rules.

Directors who are not employee representatives shall be elected or replaced by the general

meeting and may be removed by the general meeting before the expiration of their term. The

term of office of a director is three years, and upon expiration, they may be re-elected

consecutively in accordance with the securities regulatory rules of the places where the

Company’s shares are listed. Subject to the relevant laws, regulations, and the securities

regulatory rules of the places where the Company’s shares are listed, shareholders are entitled

to remove any director (including the managing director or other executive directors) before

the expiration of their term by way of an ordinary resolution at a general meeting; provided,

however, that such removal shall not affect any claims for damages the director may have under

any contract. For independent directors, consecutive terms of service shall not exceed six

years.

Employee representative directors shall be democratically elected or replaced by the

Company’s employees through employee representative assembly and may be removed by the

employee representative assembly before the expiration of their term. The term of office of

employee representative directors shall coincide with the term of the current board of directors,

and they may be re-elected consecutively upon expiration.

Where the securities regulatory rules of the places where the Company’s shares are listed

provide otherwise regarding the re-election of directors, such provisions shall prevail. The term

of office of a director shall commence from the date of appointment and end upon the

expiration of the current board of directors’ term. Where a director’s term expires and a

re-election has not yet taken place, the incumbent director shall continue to perform their duties

in accordance with laws, administrative regulations, departmental rules, the securities

regulatory rules of the places where the Company’s shares are listed, and the Articles of

Association until the newly elected director assumes office.
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Any person appointed by the board of directors to fill a temporary vacancy on the board

or to increase the number of directors shall hold office only until the next annual general

meeting of the Company and shall be eligible for re-election.

Directors who are not employee representatives may concurrently serve as senior

management; however, the total number of directors concurrently holding senior management

positions together with employee representative directors shall not exceed one-half of the total

number of directors.

A director may resign prior to the expiration of their term by submitting a written

resignation to the Company. The resignation shall take effect on the date the Company receives

the resignation letter, and the Company shall disclose the relevant information within two

trading days or within the timeframe required by the securities regulatory rules of the places

where the Company’s shares are listed.

If the resignation of a director results in the number of board members falling below the

statutory minimum, the incumbent directors shall continue to perform their duties in

accordance with laws, administrative regulations, departmental rules, the securities regulatory

rules of the places where the Company’s shares are listed, and the Articles of Association until

the newly elected directors assume office.

Chairman

The board of directors shall have one chairman and one vice chairman. The chairman and

vice chairman shall be elected by more than half of all the members of the board of directors.

The chairman shall exercise the following functions and authority:

(I) preside over the general meetings and convene and preside over the board meetings;

(II) supervise and inspect the implementation of resolutions of the board of directors;

(III) sign on the shares, corporate bonds and other securities issued by the Company;

(IV) sign on the important documents of the board of directors;

(V) propose to the board of directors the appointment or dismissal of the general

manager and the secretary to the board of directors;

(VI) when a force majeure emergency such as an extreme natural disaster occurs,

exercise the special authority to handle company affairs in compliance with legal

provisions and in the interests of the Company, and report to the board of directors

of the Company and the general meeting subsequently;
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(VII) other functions and authority as provided under laws, regulations, the securities

regulatory rules of the places where the Company’s shares are listed, and those

delegated by the board of directors.

The vice chairman shall assist the chairman in performing his or her duties. Where the

chairman is unable or fails to perform his or her duties, the vice chairman shall perform such

duties on the chairman’s behalf; where the vice chairman is unable or fails to perform his or

her duties, a director shall be jointly elected by a majority of the directors to perform such

duties.

Board of Directors

The Company shall have a board of directors, which shall be accountable to the general

meeting. The board of directors shall consist of nine directors, including three independent

directors and one employee representative director.

The board of directors shall exercise the following functions and authority:

(I) convene general meetings and submit work reports to the general meetings;

(II) implement resolutions of the general meetings;

(III) determine the business plans and investment plans of the Company;

(IV) formulate the Company’s profit distribution plan and loss recovery plan;

(V) formulate plans for the Company for increase or reduction of registered capital,

issuance of bonds or other securities and listing;

(VI) formulate plans for major acquisitions of the Company, acquisition of the

Company’s shares, or plans for merger, division, dissolution and change of corporate

form;

(VII) within the scope authorized by the general meeting, decide on matters such as the

Company’s external investment, acquisition and sale of assets, asset pledges,

external guarantees, entrusted financial management, related transactions and

external donations;

(VIII) decide on the establishment of the Company’s internal management body;
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(IX) decide on the appointment or dismissal of the Company’s general manager and the

secretary to the board of directors, as well as their remuneration and reward or

disciplinary matters; and, based on the general manager’s nominations, to decide on

the appointment or dismissal of the Company’s deputy general managers, chief

financial officer, and other senior management members, as well as their

remuneration and reward or disciplinary matters;

(X) formulate the Company’s basic management system;

(XI) formulate proposed amendments to the Articles of Association;

(XII) manage the Company’s information disclosure matters;

(XIII) propose to the general meeting the appointment or replacement of the accounting

firm serving as the Company’s auditor;

(XIV) listen to the work reports from the Company’s general manager and review the work

of the general manager;

(XV) other functions and authority conferred by laws, administrative regulations,

departmental rules, the securities regulatory rules of the places where the

Company’s shares are listed, the Articles of Association or the general meeting.

The board of directors shall hold at least four regular meetings each year, which shall be

convened by the chairman. Except for extraordinary board meetings, all directors shall be

given written notice at least 14 days prior to the meeting. Written notice may be delivered in

person, by mail, WeChat, email, or other instant messaging methods.

Shareholders representing more than one-tenth of the voting rights, more than one-third

of the directors or the audit committee may propose to hold an extraordinary meeting of the

board of directors. The chairman shall convene and preside over a board meeting within ten

days after receiving the proposal.

Notice of an extraordinary board meeting shall be given by personal delivery, mail,

WeChat, email, or other instant messaging methods, and shall be issued at least five days prior

to the meeting.

In urgent circumstances where it is necessary to convene an extraordinary board meeting

as soon as possible, notice may be given at any time by telephone or other oral means, but the

convener shall provide an explanation at the meeting.

Unless otherwise provided in the Articles of Association, the board meetings shall be held

only when more than half of the directors are present. Resolutions made by the board of

directors must be passed by more than half of all directors.
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Resolutions of the board of directors are voted by way of poll with each director having
one vote.

If a director has related party relationship with any enterprise or individual concerned in
any matter for resolution in a board meeting, the director shall promptly report in writing to
the board of directors. Directors with related party relationships shall neither vote on the said
matter nor act as a proxy for other directors to exercise their voting rights. If a director or any
of their close associates has a material interest in any contract, arrangement, or other proposal,
such director shall not exercise voting rights on the board resolution approving that contract,
arrangement, or proposal, nor shall they be counted towards the quorum of the meeting. Such
board meeting may be held when more than half of the non-related directors attend the meeting.
The resolution of such board meeting shall be passed by more than half of the non-related
directors. If the number of non-related directors attending the board meetings is fewer than
three, the matters shall be submitted to the general meeting for consideration. Where the laws
and regulations and the securities regulatory rules of the places where the Company’s shares
are listed have additional requirements or restrictions in respect of the participation and voting
by directors in board meetings, such provisions shall prevail.

Directors shall attend the meetings of the board of directors in person. Where a director
is unable to attend a meeting for any reason, he/she may authorize another director to attend
the meeting on his/her behalf in writing. An independent director shall entrust another
independent director to attend on his/her behalf. The authorization letter shall set out the name
of the authorized person, the matters to be authorized, scope of authorization and valid period,
which shall be signed or sealed by the director who authorizes. The directors who attend the
meeting on behalf of another director shall exercise the rights as directors within the scope of
authorization. If a director fails to attend a board meeting and does not authorize a
representative to attend on his/her behalf, he/she shall be deemed to have waived his/her voting
rights at such meeting.

Special Committees under the Board of Directors

The Company’s board of directors shall, in accordance with the Company Law and the
securities regulatory rules of the places where the Company’s shares are listed, establish an
audit committee, which exercises the powers and functions of the board of supervisors as
stipulated under the Company Law.

The Company’s board of directors may, as required and in accordance with the securities
regulatory rules of the places where the Company’s shares are listed, establish relevant special
committees, such as a strategy committee, a nomination committee, and a remuneration and
appraisal committee. These committees shall perform their duties pursuant to the securities
regulatory rules of the places where the Company’s shares are listed, the Articles of
Association, and the authorizations from the board of directors. Any proposals of the special
committees shall be submitted to the board of directors for review and decision.

The rules of procedure for the special committees shall be formulated by the board of
directors.

APPENDIX V SUMMARY OF THE ARTICLES OF ASSOCIATION

– V-20 –

THIS DOCUMENT IS IN DRAFT FORM. THE INFORMATION CONTAINED HEREIN IS INCOMPLETE AND IS SUBJECT TO
CHANGE. THIS DOCUMENT MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE
COVER OF THIS DOCUMENT.



Secretary to the Board of Directors

The Company shall have a secretary to the board of directors, who is responsible for the

organization of the Company’s general meetings and meetings of the board of directors,

custody of documents as well as information management regarding the shareholders of the

Company, dealing with information disclosure and other matters.

The secretary to the board of directors shall comply with laws, administrative regulations,

departmental rules, the securities regulatory rules of the places where the Company’s shares are

listed, and the relevant requirements of the Articles of Association.

General Manager and Other Senior Management Members

The Company shall have one general manager, several deputy general managers, and one

chief financial officer. The above personnel constitute the Company’s senior management and

shall be appointed or dismissed by the board of directors.

Directors who are not employee representatives may concurrently serve as senior

management; however, the total number of directors concurrently holding senior management

positions together with employee representative directors shall not exceed one-half of the total

number of directors.

The term of office of a general manager shall be three years. General managers may serve

another term of office if re-elected.

The Company shall have several deputy general managers, who shall be nominated by the

general manager and appointed or dismissed by the board of directors. The term of office of

a deputy general manager shall be three years. Deputy general managers may serve another

term of office if re-elected.

The general manager shall be accountable to the board of directors and shall exercise the

following functions and authority:

(I) be in charge of the production, operation and management of the Company, organize

the implementation of the resolutions of the board of directors, and report to the

board of directors;

(II) arrange the implementation of the Company’s annual business plans and investment

plans;

(III) draft plans for the establishment of the internal management structure of the

Company;

(IV) propose the basic management system of the Company;
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(V) formulate detailed rules and regulations of the Company;

(VI) propose to the board of directors the appointment or dismissal of the Company’s

deputy general manager, chief financial officer, and other senior management

members;

(VII) decide on the appointment or dismissal of the management personnel other than

those who shall be appointed or dismissed by the board of directors;

(VIII) other functions and authority conferred by the Articles of Association or the board

of directors.

The general manager shall attend meetings of the board of directors.

The senior management members shall faithfully perform their duties and safeguard the

best interests of the Company and all shareholders. If the senior management members fail to

faithfully perform their duties or violate their fiduciary duties, causing damage to the interests

of the Company and shareholders of public shares, they shall be liable for compensation in

accordance with the laws.

QUALIFICATIONS AND RESPONSIBILITIES OF DIRECTORS AND SENIOR
MANAGEMENT OF THE COMPANY

A director of the company must be a natural person and cannot serve as a director of the

company in any of the following circumstances:

(I) persons who have no or restricted capacity for civil conduct;

(II) persons who were sentenced to criminal punishment for corruption, bribery,

embezzlement of property, misappropriation of property or disrupting the socialist

market economic order, or who have been deprived of political rights due to any

criminal offenses, where less than five years have lapsed since the expiration of the

execution period, and less than two years have lapsed since the date of the expiration

of the probation period if probation is announced;

(III) persons who served as a director, factory manager or manager of a company or an

enterprise that declared insolvent and liquidated and were personally liable for the

insolvency of such company or enterprise, and less than three years have lapsed

since the date of completion of the insolvency and liquidation of that company or

enterprise;
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(IV) persons who served as the legal representative of a company or an enterprise of

which the business license was revoked and was ordered to close down due to

violation of laws and who was personally liable for such revocation and order, where

less than three years have lapsed since the date of the revocation of the business

license and closure, as ordered, of that company or enterprise;

(V) persons who are listed as defaulters by a people’s court since he/she has a substantial

amount of personal debts due and unsettled;

(VI) persons who are penalized by CSRC to be prohibited from participating in the

securities markets with a period yet to be expired;

(VII) persons who are publicly determined by a stock exchange as unsuitable to serve as

directors or senior management of a listed company with a period yet to be expired;

(VIII) other circumstances stipulated in laws, administrative regulations or departmental

rules or the securities regulatory rules of the places where the Company’s shares are

listed.

The provisions of the Articles of Association regarding circumstances that disqualify a

person from serving as a director and the resignation management system shall also apply to

senior management.

FINANCIAL AND ACCOUNTING SYSTEM

The Company shall formulate its financial accounting system in accordance with the

laws, administrative regulations and the requirements of relevant state departments, as well as

the securities regulatory rules of the places where the Company’s shares are listed.

The Company shall, within four months from the closing date of an accounting year,

submit to the CSRC and the stock exchanges in the places where the Company’s shares are

listed the annual report and make disclosure, and, within two months from the closing date of

the first half of an accounting year, submit to the CSRC branch and the stock exchanges in the

places where the Company’s shares are listed the interim report and make disclosure. Where

the securities regulatory rules of the places where the Company’s shares are listed provide

otherwise, such provisions shall prevail.

The aforementioned annual reports and interim reports shall be prepared in accordance

with the relevant laws, administrative regulations, and the securities regulatory rules of the

places where the Company’s shares are listed.

The Company shall not establish account books other than the statutory account books.

The funds of the Company shall not be deposited into any personal account.
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The Company shall, when allocating its after-tax profits for the current year, allocate 10%

of its profits to the Company’s statutory reserve. When the accumulated amount of the statutory

reserve of the Company reaches 50% of its registered capital, no further allocations is required.

If the statutory reserve of the Company is insufficient to make up for its losses for the

previous years, the profits for the current year shall first be used to cover the losses before any

statutory reserve is allocated according to the preceding paragraph.

After allocating the statutory reserve out of its after-tax profits, the Company may also,

subject to the resolution at a general meeting, allocate its after-tax profits to its discretionary

reserve.

The remaining after-tax profits shall, after covering the losses and making allocations to

the reserve, be distributed to the shareholders in proportion to their respective shareholdings,

except those which shall not be distributed in accordance with the shareholding proportion

under the Articles of Association.

If the general meeting distributes profits to shareholders in violation of the Company

Law, the shareholders shall return the profits improperly distributed to the Company; if the

distribution causes loss to the Company, the shareholders, responsible directors and senior

management personnel shall be liable for compensation.

The Company’s shares held by the Company are not entitled to any profit distribution.

Reserves of the Company are used for covering the Company’s losses, expanding the

Company’s production and operation or being converted to increase the registered capital of

the Company.

When reserves are used for covering the Company’s losses, discretionary reserves and

statutory reserves shall be used first; if such funds are insufficient to cover the Company’s

losses, the Company may use capital reserves in compliance with relevant regulations.

When the statutory reserve is converted into registered capital, the balance of the

statutory reserve shall not fall below 25% of the Company’s registered capital before the

conversion

The Company may distribute profits in cash, in shares, in a combination of cash and

shares, or by other means permitted under laws, regulations, and the securities regulatory rules

of the places where the Company’s shares are listed. Where conditions for cash dividends are

met, cash dividends shall be given priority. When distributing profits by way of stock

dividends, the Company shall have genuine and reasonable factors such as growth potential and

the dilution of net assets per share.
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When conditions for cash dividends are met, the profits distributed in cash in a given year

shall not be less than 10% of the distributable profits for that year. Furthermore, over any three

consecutive fiscal years, the cumulative profits distributed in cash shall not be less than 30%

of the average annual distributable profits for those three years.

The Company shall appoint one or more payment receiving agent(s) in Hong Kong for

shareholders of H Shares. The payment receiving agent(s) shall, on behalf of relevant

shareholders of H Shares, receive dividends and other amounts payable by the Company in

respect of H Shares and keep such payments for future payments to such shareholders of H

Shares. The payment receiving agent(s) appointed by the Company shall satisfy the

requirements under the laws and regulations and the securities regulatory rules of the places

where the Company’s shares are listed.

INTERNAL AUDIT

The Company shall implement an internal audit system, which shall clearly define the

leadership structure, responsibilities and authorities, staffing arrangements, funding support,

application of audit results, and accountability mechanisms for internal audit work.

The Company’s internal audit system shall be implemented upon approval by the board

of directors and be disclosed to the public.

The internal audit body shall maintain independence and be staffed with dedicated audit

personnel. The internal audit body of the Company shall supervise and inspect the Company’s

business activities, risk management, internal controls and financial information.

The internal audit body shall be accountable to the board of directors. During the process

of supervision and inspection of the Company’s business activities, risk management, internal

controls and financial information, the internal audit body shall be subject to the supervision

and guidance of the audit committee. Where any material issue or clue is identified, the internal

audit body shall report directly to the audit committee immediately.

APPOINTMENT OF ACCOUNTING FIRM

The Company shall appoint an accounting firm which complies with the Securities Law

and the securities regulatory rules of the places where the Company’s shares are listed to

conduct financial statements audit, net assets verification and other related consulting services,

etc. The term of appointment is one year and can be renewed.

The appointment and dismissal of an accounting firm by the Company shall be

determined by the general meeting. The board of directors shall not appoint an accounting firm

before the decision of the general meeting is made.
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The Company shall guarantee to provide the accounting firm it appoints with true and

complete accounting vouchers, accounting books, financial accounting reports and other

accounting information, and shall not refuse, conceal or make false statements.

The audit fees payable to the accounting firm shall be determined by the general meeting.

The Company shall notify the accounting firm 30 days in advance when it dismisses or

no longer renews the engagement of the accounting firm. The accounting firm may express its

opinions when the resolution regarding the dismissing of the accounting firm is voted at the

general meeting of the Company.

Where the accounting firm proposes to resign, it shall explain to the general meeting

whether the Company has any improper situation.

MERGER, DIVISION, CAPITAL INCREASE AND REDUCTION OF THE COMPANY

A merger may be in the form of merger by absorption or merger by establishment of a new

company.

In the case of merger by absorption, the company being absorbed shall be dissolved.

Merger by establishment of a new company shall refer to the establishment of a new company

as a result of merger of two or more companies and the merger parties shall be dissolved.

In the event of merger, the merger parties shall enter into a merger agreement, and prepare

a balance sheet and an inventory list of assets. The Company shall, within ten days from

passing of the resolution on merger, notify its creditors, and, within 30 days as of the date of

such resolution, make an announcement through the information disclosure media designated

by the Company that meet the requirements of the CSRC, or on the website of the Shanghai

Stock Exchange, the National Enterprise Credit Information Publicity System, and the

information disclosure platform designated by the Hong Kong Stock Exchange. Where

otherwise provided by the securities regulatory rules of the places where the Company’s shares

are listed, such provisions shall prevail. Creditors may, within 30 days from receipt of

notification or within 45 days from the day of announcement if they do not receive the

notification, require the Company to repay the debts or to provide corresponding guarantee.

Upon merger, the creditor’s rights and debts of the merger parties shall be succeeded by

the company which subsists after the merger or the newly-established company.

In the event of division, assets of the Company shall be divided correspondingly.
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In the event of a division, a balance sheet and an inventory list of assets shall be prepared.

The Company shall, within ten days from the date of passing the resolution on division, notify

its creditors, and, within 30 days as of the date of such resolution, make an announcement

through media that meet the requirements of the CSRC, or via the National Enterprise Credit

Information Publicity System, the website of the Shanghai Stock Exchange, and the

information disclosure platform designated by the Hong Kong Stock Exchange. Where

otherwise provided by the securities regulatory rules of the places where the Company’s shares

are listed, such provisions shall prevail.

The companies after division shall jointly assume liabilities for debts of the Company

prior to the division, save as otherwise agreed in the written agreement between the Company

and its creditors on repayment of debts prior to the division.

If the Company reduces its registered capital, it shall prepare a balance sheet and an

inventory list of assets.

The Company shall, within ten days from the date on which the general meeting passes

the resolution to reduce the registered capital, notify the creditors, and, within 30 days as of

the date of such resolution, make an announcement through media that meet the requirements

of the CSRC, or via the National Enterprise Credit Information Publicity System, the website

of the Shanghai Stock Exchange, and the information disclosure platform designated by the

Hong Kong Stock Exchange. Creditors shall have the right, within 30 days from receipt of

notification or within 45 days from the day of announcement if they do not receive the

notification, to require the Company to repay debts or provide corresponding guarantees.

Where otherwise provided by the securities regulatory rules of the places where the Company’s

shares are listed, such provisions shall prevail.

Changes in particulars of the companies as a result of merger or division shall be

registered with the company registration authorities in accordance with the laws.

Deregistration of a company shall be performed in accordance with the laws when the company

is dissolved. Incorporation registration of a company shall be performed in accordance with the

laws when a new company is incorporated.

When increasing or reducing the registered capital, the Company shall register such

changes with company registration authorities in accordance with the laws.
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DISSOLUTION AND LIQUIDATION OF THE COMPANY

The Company shall be dissolved for the following reasons:

(I) expiry of term of business stipulated in the Articles of Association or occurrence of
any other causes for dissolution stipulated in the Articles of Association;

(II) a general meeting has resolved on the dissolution of the Company;

(III) as a result of the merger or division of the Company;

(IV) the Company’s business license is revoked, or the Company is ordered to close down
or dissolve in accordance with the laws;

(V) when the Company has serious difficulties in its operation and management and the
Company’s subsistence will cause material damages to the interests of its
shareholders, and where the Company is unable to resolve the difficulties through
any other means, the shareholders who hold more than 10% of the voting rights of
the Company may apply to the People’s Court for dissolution of the Company.

Where any of the causes for dissolution specified in the preceding paragraph arises, the
Company shall, within ten days, make a public announcement of the dissolution via the
National Enterprise Credit Information Publicity System.

Where the Company is dissolved pursuant to item (I), (II), (IV) or (V) above, it shall
undergo liquidation. The directors, as the persons responsible for the Company’s liquidation,
shall establish a liquidation team within 15 days from the date on which the cause for
dissolution arises to carry out the liquidation.

The liquidation team shall exercise the following functions and authority during the
liquidation period:

(I) liquidate the Company’s assets and prepare a balance sheet and an inventory list of
assets respectively;

(II) notify creditors and publish announcement;

(III) handle outstanding businesses of the Company related to liquidation;

(IV) settle all taxes in arrears and taxes arising in the course of liquidation;

(V) liquidate creditor’s rights and debts;

(VI) allocate the Company’s remaining assets after the debts are paid off;

(VII) conduct civil lawsuits on behalf of the Company.

APPENDIX V SUMMARY OF THE ARTICLES OF ASSOCIATION

– V-28 –

THIS DOCUMENT IS IN DRAFT FORM. THE INFORMATION CONTAINED HEREIN IS INCOMPLETE AND IS SUBJECT TO
CHANGE. THIS DOCUMENT MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE
COVER OF THIS DOCUMENT.



The liquidation team shall, within ten days from its establishment, notify the creditors,

and, within 60 days as of its establishment, make an announcement through media that meet

the requirements of the CSRC, or via the National Enterprise Credit Information Publicity

System, the website of the Shanghai Stock Exchange, and the information disclosure platform

designated by the Hong Kong Stock Exchange. A creditor shall, within 30 days from receipt

of notification or within 45 days from the day of announcement if they do not receive the

notification, declare their creditors’ rights to the liquidation team. Where otherwise provided

by the securities regulatory rules of the places where the Company’s shares are listed, such

provisions shall prevail.

Creditors declaring creditors’ rights shall state the relevant information of the creditors’

rights and provide proof materials. The liquidation team shall register the creditors’ rights.

During the period for declaration of creditors’ rights, the liquidation team shall not make

repayment to creditors.

Upon sorting of the Company’s assets and preparation of balance sheet and inventory list

of assets, the liquidation team shall formulate a liquidation plan and submit it to the general

meeting or the People’s Court for confirmation.

The Company’s assets, after being used respectively for payment of liquidation expenses,

employees’ wages, social insurance premiums and statutory compensation, payment of tax in

arrears and the Company’s debts, shall be distributed in proportion to the shareholding of the

shareholders.

During the liquidation period, the Company shall subsist but shall not engage in business

activities unrelated to liquidation.

The Company’s assets shall not be distributed to shareholders prior to making repayment

pursuant to the provisions of the preceding paragraph.

Upon sorting of the Company’s assets and preparation of balance sheet and inventory list

of assets, if the liquidation team is aware that the Company’s assets are inadequate for

repayment of debts, it shall apply to the People’s Court for declaration of bankruptcy

liquidation.

After the People’s Court accepts the bankruptcy application, the liquidation team shall

transfer the liquidation matters to the bankruptcy administrator appointed by the People’s

Court.

Upon completion of liquidation, the liquidation team shall formulate a liquidation report

and shall submit the same to the general meeting or the People’s Court for confirmation and

submit to the company registration authorities and apply for deregistration of the Company.
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AMENDMENT TO THE ARTICLES OF ASSOCIATION

Under any of the following circumstances, the Company shall amend the Articles of

Association:

(I) Following the amendment of the Company Law, the relevant laws, administrative

regulations or the securities regulatory rules of the places where the Company’s

shares are [REDACTED], the matters stipulated in the Articles of Association are

in conflict with the provisions of the amended laws, administrative regulations or

the securities regulatory rules of the places where the Company’s shares are

[REDACTED];

(II) There is any change to the Company’s particulars which result in inconsistency with

the matters set out in the Articles of Association;

(III) A general meeting has decided on making amendments to the Articles of

Association.

Where the approval from the competent authority is required for the amendments to the

Articles of Association resolved by the general meeting, such amendments shall be submitted

to the competent authority for approval. Where an amendment to the Articles of Association

involves the particulars of the Company’s registration, changes shall be made to the

registration pursuant to the laws.
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2. Changes in Share Capital of Our Company

Save as the conversion of the 2018 Convertible Bonds as detailed under “History,

Development and Corporate Structure — (5) Material Shareholding Changes after the Material

Asset Restructuring” in this Document, there has been no other alteration in the share capital

of the Company within two years immediately preceding the date of this Document.

3. Changes in Share Capital of Our Major Subsidiaries

We have applied to the Stock Exchange for, and the Stock Exchange [has granted] us a

waiver from strict compliance with the requirements of paragraph 26 of Appendix D1A to the

Listing Rules in relation to the disclosure of information relating to the changes in the share

capital of any member of our Group within the two years immediately preceding the date of

this Document. For details, see “Waivers from Strict Compliance with the Listing Rules and

Exemptions from the Companies (Winding Up and Miscellaneous Provision) Ordinance —

Waiver in respect of alteration in share capital” in this Document.

The following change in the share capital of our Major Subsidiary took place within the

two years immediately preceding the date of this Document:

Jiangsu Lanyun Supply Chain

Management Co., Ltd. � � � � � � � � � �
On June 16, 2025, the registered capital of

Jiangsu Lanyun Supply Chain Management

Co., Ltd. was increased from

RMB30,000,000 to RMB300,000,000

Save as disclosed above, there has been no alteration in the registered capital of our major

subsidiaries taken place within the two years preceding the date of this Document.

4. Resolutions of our Shareholders

At the general meeting of the Shareholders held on October 17, 2025, the following

resolutions, among other things, our Shareholders resolved to approve the following: the

[REDACTED] by our Company of H Shares with a nominal value of RMB1.0 each and such

H Shares be [REDACTED] on the Stock Exchange;

(a) the number of H Shares to be [REDACTED] before the exercise of the

[REDACTED] shall not be more than [REDACTED]% of the total issued share

capital of our Company as enlarged by the [REDACTED], and granting the

[REDACTED] the [REDACTED] of no more than [REDACTED]% of the number

of H Shares [REDACTED] pursuant to the [REDACTED];

(b) authorization of the Board or its authorized individual to handle matters relating to,

among other things, the [REDACTED], the [REDACTED] and [REDACTED] of

the H Shares; and
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(c) subject to the completion of the [REDACTED], the conditional adoption of the

Articles of Association, which shall become effective on the [REDACTED] and the

authorization of the Board to amend the Articles of Association in accordance with

relevant laws and regulations and upon the request from the Stock Exchange and

relevant PRC regulatory authorities.

B. FURTHER INFORMATION ABOUT OUR BUSINESS

1. Summary of Material Contracts

We have entered into the following contracts (not being contracts entered into in the

ordinary course of business) within the two years immediately preceding the date of this

Document that are or may be material:

(a) the [REDACTED]; and

(b) [�].
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No. Software Name Registered Owner Registration Number
Registration

Date

34. � Expense Control

Management Platform

Software V1.0

Jiangyin HLA Technology

Co., Ltd.

2023SR1122398 2023.9.20

35. � Marketing Middle Office

Management Software

V1.0

Jiangyin HLA Technology

Co., Ltd.

2023SR1118859 2023.9.20

36. � Campus Expense

Management Software

V1.0

Jiangyin HLA Technology

Co., Ltd.

2023SR1123534 2023.9.20

37. � Intelligent Warehouse

Management System

Software

Jiangyin HLA Technology

Co., Ltd.

2023SR1173656 2023.9.28

38. � E-commerce Middle Office

System Software

Jiangyin HLA Technology

Co., Ltd.

2023SR1399063 2023.11.7

39. � Micro-Mall Software Jiangyin HLA Technology

Co., Ltd.

2023SR1694066 2023.12.20

40. � Fabric ERP Collaborative

Management System

Software V3.0

Jiangyin HLA Technology

Co., Ltd.

2024SR0726489 2024.5.28

41. � Intelligent RFID Anti-theft

System Software

Jiangyin HLA Technology

Co., Ltd.

2024SR1327572 2024.9.9

42. � Enterprise Purchase Store

Management System

Jiangsu Lanyun Supply

Chain Management Co.,

Ltd.

2024SR0999146 2024.11.25

43. � Lan Hai Huicai E-commerce

System

Jiangsu Lanyun Supply

Chain Management Co.,

Ltd.

2024SR1964318 2024.12.3

44. � Lanhai Enterprise Purchase

V1.0

Jiangsu Lanyun Supply

Chain Management Co.,

Ltd.

2024SR2174529 2024.12.24
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II. Key Artistic Work Copyrights

As of the Latest Practicable Date, we owned the following domestic artistic work

copyrights which we consider to be or may be material to our business:

No. Work Name Copyright Owner Work Type Registration Number

First
Publication

Date
Registration

Date

1 � � � HLA Brand Image HLA Brand

Management Co.,

Ltd.

Artistic Work Suzhou Copyright

Change Filing No.

2017-F-00000351

2015.1.5 2017.12.19

2 � � � Hailan Brand

Image

HLA Brand

Management Co.,

Ltd.

Heilan Group Co.,

Ltd.

Artistic Work Suzhou Copyright

Change Filing No.

2018-F-00000001

2002.9.30 2018.1.11

3 � � � SANCANAL

Brand Image

HLA Group Corp.,

Ltd.

Artistic Work Suzhou Copyright

Change Filing No.

2021-F-00000017

2000.8.14 2021.4.16

4 � � � HLA Casual

Series Logo

HLA Brand

Management Co.,

Ltd.

Artistic Work National Work

Registration No.

2016-F-00265289

2012.6.1 2016.4.28

5 � � � HLA Business

Casual Series

Main Logo

Totem Version

HLA Brand

Management Co.,

Ltd.

Artistic Work National Work

Registration No.

2016-F-00265293

2012.6.1 2016.4.28

6 � � � HLA SPORT HLA Brand

Management Co.,

Ltd.

Artistic Work National Work

Registration No.

2019-F-00790087

2019.3.18 2019.5.27

7 � � � Romance of the

Three

Kingdoms

Series Pattern 1

HLA Brand

Management Co.,

Ltd.

Artistic Work National Work

Registration No.

2020-F-00986689

2019.11.12 2020.2.21

8 � � � HLA SMART

CLOUD 6

HLA Brand

Management Co.,

Ltd.

Artistic Work National Work

Registration No.

2021-F-00142593

2021.4.19 2021.6.25

9 � � � HLA JEANS

Image 1

HLA Brand

Management Co.,

Ltd.

Artistic Work National Work

Registration No.

2021-F-00254177

2021.8.25 2021.11.4

10 � � HLA JEANS

Image 2

HLA Brand

Management Co.,

Ltd.

Artistic Work National Work

Registration No.

2021-F-00254178

2021.8.25 2021.11.4
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No. Work Name Copyright Owner Work Type Registration Number

First
Publication

Date
Registration

Date

11 � � HLA POWER HLA Brand

Management Co.,

Ltd.

Artistic Work National Work

Registration No.

2022-F-10022673

2021.12.8 2022.1.28

12 � � Vigorous Tiger

Series 1

HLA Brand

Management Co.,

Ltd.

Artistic Work National Work

Registration No.

2022-F-10039367

2021.12.20 2022.2.22

13 � � HLA JEANS

Pattern

HLA Brand

Management Co.,

Ltd.

Artistic Work National Work

Registration No.

2022-F-10099421

2022.3.15 2022.5.17

14 � � SPORTSDAY

Pattern

HLA Brand

Management Co.,

Ltd.

Artistic Work National Work

Registration No.

2023-F-00122687

2023.4.25 2023.6.20

15 � � Dragon Pattern 1 HLA Brand

Management Co.,

Ltd.

Artistic Work National Work

Registration No.

2023-F-00141878

2023.5.30 2023.7.13

16 � � E Graphic HLA Brand

Management Co.,

Ltd.

Artistic Work National Work

Registration No.

2024-F-00140864

2020.11.16 2024.5.24

17 � � Cartoon Series

Image 2

Jiangyin HLA

Technology Co.,

Ltd.

Artistic Work National Work

Registration No.

2024-F00279777

2024.5.30 2024.9.23

18 � � Cartoon Series

Image 3

Jiangyin HLA

Technology Co.,

Ltd.

Artistic Work National Work

Registration No.

2024-F00279778

2024.5.30 2024.9.23

19 � � Cartoon Series

Image

Jiangyin HLA

Technology Co.,

Ltd.

Artistic Work National Work

Registration No.

2024-F00279779

2024.5.30 2024.9.23

20 � � Mountains Need

Not Be High

Series 1

HLA Brand

Management Co.,

Ltd.

Artistic Work National Work

Registration No.

2024-F-00311107

2024.3.6 2024.10.22

21 � � Mountains Need

Not Be High

Series 2

HLA Brand

Management Co.,

Ltd.

Artistic Work National Work

Registration No.

2024-F-00311106

2024.3.6 2024.10.22

22 � � Mountains Need

Not Be High

Series 3

HLA Brand

Management Co.,

Ltd.

Artistic Work National Work

Registration No.

2024-F-00311103

2024.3.6 2024.10.22

23 � � Mountains Need

Not Be High

Series 4

HLA Brand

Management Co.,

Ltd.

Artistic Work National Work

Registration No.

2024-F-00311105

2024.3.6 2024.10.22
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No. Work Name Copyright Owner Work Type Registration Number

First
Publication

Date
Registration

Date

24 � � Mountains Need

Not Be High

Series 5

HLA Brand

Management Co.,

Ltd.

Artistic Work National Work

Registration No.

2024-F-00311108

2024.3.6 2024.10.22

25 � � Mountains Need

Not Be High

Series 6

HLA Brand

Management Co.,

Ltd.

Artistic Work National Work

Registration No.

2024-F-00311104

2024.3.6 2024.10.22

26 � � Kung Fu Series 1 HLA Brand

Management Co.,

Ltd.

Artistic Work National Work

Registration No.

2024-F-00328110

2024.9.25 2024.11.8

27 � � Kung Fu Series 2 HLA Brand

Management Co.,

Ltd.

Artistic Work National Work

Registration No.

2024-F-00328113

2024.9.25 2024.11.8

28 � � Kung Fu Series 3 HLA Brand

Management Co.,

Ltd.

Artistic Work National Work

Registration No.

2024-F-00328111

2024.9.25 2024.11.8

29 � � Kung Fu Series 4 HLA Brand

Management Co.,

Ltd.

Artistic Work National Work

Registration No.

2024-F-00328112

2024.9.25 2024.11.8

30 � � Paw Patrol Fitness

Series

Jiangyin HLA

Technology Co.,

Ltd.

Artistic Work National Work

Registration No.

2024-F-00373774

2024.11.12 2024.12.26

31 � � Paw Patrol

Christmas

Series

Jiangyin HLA

Technology Co.,

Ltd.

Artistic Work National Work

Registration No.

2025-F-00022210

2024.12.1 2025.1.21

32 � � Paw Patrol Year

of the Snake

Series

Jiangyin HLA

Technology Co.,

Ltd.

Artistic Work National Work

Registration No.

2025-F-00034426

2024.12.15 2025.2.6

33 � � Paw Patrol Year

of the Snake

Series (Image

2)

Jiangyin HLA

Technology Co.,

Ltd.

Artistic Work National Work

Registration No.

2025-F-00048971

2024.12.15 2025.2.19

34 � � pandawowo

Theme Series

Image

HLA Brand

Management Co.,

Ltd.

Artistic Work National Work

Registration No.

2025-F-00091034

2024.12.11 2025.3.19

35 � � Year of the Snake

Series

Jiangyin Yipinhui

E-commerce Co.,

Ltd.

Artistic Work National Work

Registration No.

2025-F-00141426

2024.6.30 2025.5.9
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(c) Patents

As of the Latest Practicable Date, we had registered the ownership of and/or had the right

to use the following patents which we consider to be or may be material to our business:

No. Patent Name Patent Owner Patent Type
Application

Number
Application

Date
Publication

Date

1� � � � Production method

for worsted fabric

having multi-

novel functions

HLA Group Corp.,

Ltd.

Invention

Patent

2012105371278 2012.12.13 2014.10.29

2� � � � Method for

producing

worsted fabrics

with carved

patterns

HLA Group Corp.,

Ltd.

Invention

Patent

2013107490651 2013.12.31 2016.3.30

3� � � � Method for

manufacturing

wool and cotton

blended worsted

yarns

HLA Group Corp.,

Ltd.

Invention

Patent

2013107490774 2013.12.31 2016.1.20

4� � � � Zipper anti-arching

pants for men and

production

method thereof

HLA Group Corp.,

Ltd.

Invention

Patent

2013101523632 2013.4.28 2014.9.17

5� � � � Cambered waist for

female trousers

and making

method

HLA Group Corp.,

Ltd.

Invention

Patent

2013100911344 2013.3.21 2015.2.18

6� � � � Trousers with

internal waistband

HLA Group Corp.,

Ltd.

Invention

Patent

2013104978381 2013.10.22 2015.2.18

7� � � � A kind of

compound method

of cutting out of

rule pattern fabric

clothing cutting

plate

HLA Group Corp.,

Ltd.

Invention

Patent

2018106658997 2018.6.26 2020.6.5

8� � � � Adjustable out

pocket shaper

HLA Group Corp.,

Ltd.

Invention

Patent

2017103033867 2017.5.3 2023.4.28

9� � � � Method for rapid

cutting by

splicing complex

garment templates

HLA Group Corp.,

Ltd.

Invention

Patent

2020108313175 2020.8.18 2023.5.12
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No. Patent Name Patent Owner Patent Type
Application

Number
Application

Date
Publication

Date

10 � � � System, method and

equipment for

implicit process

compliance

calculation based

on intelligent

coordinate

positioning

HLA Group Corp.,

Ltd.

Invention

Patent

2022102660316 2022.3.15 2023.6.13

11 � � � Manufacturing

process of two-

way seamless

edge structure of

non-ironing

clothes

HLA Group Corp.,

Ltd.

Invention

Patent

2021115784793 2021.12.22 2023.8.22

12 � � � Interception and

routing control

method and

equipment for

workstations in

intelligent

butterfly-shaped

production chain

HLA Group Corp.,

Ltd.

Invention

Patent

2022102076156 2022.3.4 2023.9.12

13 � � � Crease setting

gluing equipment

for trousers and

trousers produced

thereby

HLA Group Corp.,

Ltd.

Invention

Patent

201811207921X 2018.10.17 2023.10.13

14 � � � Auxiliary cutting

and piece

matching system

HLA Group Corp.,

Ltd.

Invention

Patent

2018112489445 2018.10.25 2024.2.23

15 � � � Method, system and

equipment for

calculating

baseline

utilization rate of

preset styles for

intelligent

garment

equipment

HLA Group Corp.,

Ltd.

Invention

Patent

2021107562298 2021.7.5 2024.5.28

APPENDIX VI STATUTORY AND GENERAL INFORMATION

– VI-13 –

THIS DOCUMENT IS IN DRAFT FORM. THE INFORMATION CONTAINED HEREIN IS INCOMPLETE AND IS SUBJECT TO
CHANGE. THIS DOCUMENT MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE
COVER OF THIS DOCUMENT.



No. Patent Name Patent Owner Patent Type
Application

Number
Application

Date
Publication

Date

16 � � � Paddle-type power

guide rail

switching system

HLA Group Corp.,

Ltd.

Invention

Patent

2022102076211 2022.3.4 2024.6.25

17 � � � Clothing material

pre-estimation

calculation

method, system

and equipment

HLA Group Corp.,

Ltd.

Invention

Patent

2021107566015 2021.7.5 2024.6.25

18 � � � Process compliance

monitoring

method, system

and equipment for

garment cutting

HLA Group Corp.,

Ltd.

Invention

Patent

202210250565X 2022.3.15 2025.2.7

19 � � � Intelligent butterfly-

shaped production

chain for

allocation,

working method,

flexible control

system and

interaction

method thereof

HLA Group Corp.,

Ltd.

Invention

Patent

2022102138504 2022.3.4 2025.3.14

20 � � � Outdoor jacket with

hidden light

reflecting part

HLA Group Corp.,

Ltd.

Utility Model 2020200210655 2020.1.6 2020.9.11

21 � � � Double-collar down

jacket with

detachable collar

HLA Group Corp.,

Ltd.

Utility Model 2020208207720 2020.5.15 2021.3.9

22 � � � Ready-made clothes

non-ironing

finishing liquor

automatic

configuration

device

HLA Group Corp.,

Ltd.

Utility Model 2020215745376 2020.7.31 2021.3.26

23 � � � Two-way seamless

edge structure for

non-iron garments

HLA Group Corp.,

Ltd.

Utility Model 2021232551709 2021.12.22 2022.5.17

24 � � � Accessory

production line of

customized ready-

made clothes

HLA Group Corp.,

Ltd.

Utility Model 2022213641691 2022.6.1 2022.8.26
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2. Disclosure of Interests of Substantial Shareholders

(a) Interests in our Company

For information on the persons who will, immediately following the completion of the

[REDACTED], having or be deemed or taken to have interests or short positions in our Shares

or underlying Shares which would be required to be disclosed to our Company and the Stock

Exchange under the provisions of Divisions 2 and 3 of Part XV of the SFO, or directly or

indirectly be interested in 10% or more of the nominal value of any class of share capital

carrying rights to vote in all circumstances at general meetings of our Company, see the section

headed “Substantial Shareholders”.

(b) Interests of the Substantial Shareholders of Other Members of Our Group

As of the Latest Practicable Date, so far as our Directors are not aware of any persons

(other than our Directors or chief executive of our Company) who will, immediately following

the completion of the [REDACTED], directly or indirectly, be interested in 10% or more of

the nominal value of any class of share capital carrying rights to vote in all circumstances at

general meetings of any other member of our Group.

3. Service Contracts

We [have entered] into a contract with each of our Directors in respect of, among other

things, compliance with the relevant laws and regulations, the Articles of Association and

applicable provisions on arbitration.

Save as disclosed above, we have not entered, and do not propose to enter, into any

service contracts with any of our Directors in their respective capacities as Directors (other

than contracts expiring or determinable by the employer within one year without any payment

of compensation (other than statutory compensation)).

4. Director’s Remuneration

Save as disclosed in the section headed “Directors and Senior Management” and Note 10

to “Appendix I — Accountants’ Report” for the years ended December 31, 2022, 2023, 2024,

and six months ended June 30, 2025, none of our Directors received other remunerations of

benefits in kind from us.
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5. Disclaimers

Saved as disclosed in this Document:

(a) none of our Directors or any of the parties listed in “— D. Other Information — 4.

Qualifications and Consents of Experts” below is:

(i) interested in our promotion, or in any assets which, within the two years

immediately preceding the date of this Document, have been acquired or

disposed of by or leased to us, or are proposed to be acquired or disposed of

by or leased to our Company;

(ii) materially interested in any contract or arrangement subsisting at the date of

this Document which is significant in relation to our business;

(b) save in connection with the [REDACTED] and the [REDACTED], none of the

parties listed in “— D. Other Information — 4. Qualifications and Consents of

Experts” below:

(i) is interested legally or beneficially in any shares in any member of our Group;

or

(ii) has any right (whether legally enforceable or not) to subscribe for or to

nominate persons to subscribe for any securities in any member of our Group;

(c) none of our Directors or their close associates or any shareholders of our Company

who to the knowledge of our Directors owns more than 5% of our issued share

capital has any interest in our top five customers or suppliers; and

(d) none of our Directors is a director or employee of a company that has an interest in

the share capital of our Company which, once the H Shares are [REDACTED] on

the Stock Exchange, would have to be disclosed pursuant to Divisions 2 and 3 of

Part XV of the SFO.

D. OTHER INFORMATION

1. Estate Duty

Our Directors have been advised that no material liability for estate duty is likely to

impose on our Company or our subsidiaries.
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4. Qualifications and Consents of Experts

The qualifications of the experts who have given opinions or advice in this Document are

as follows:

Name Qualification

Huatai Financial Holdings

(Hong Kong) Limited� � � � � � �
Licensed corporation under the SFO for type 1

(dealing in securities), type 2 (dealing in futures

contracts), type 3 (leveraged foreign exchange

trading), type 4 (advising on securities), type 6

(advising on corporate finance), type 7 (providing

automated trading services) and type 9 (asset

management) of the regulated activities as defined

under the SFO

HLB Hodgson Impey Cheng

Limited � � � � � � � � � � � � � � � � �
Certified Public Accountants Public Interest Entity

Auditor registered in accordance with the Accounting

and Financial Reporting Council Ordinance

CM Law firm � � � � � � � � � � � � � � PRC legal adviser

Frost & Sullivan (Beijing) Inc.,

Shanghai Branch Co. � � � � � � �
Independent industry consultant

Each of the experts named above has given and has not withdrawn its consent to the issue

of this Document with the inclusion of its report, letter, and/or legal opinion (as the case may

be) and references to its name included in the form and context in which it respectively

appears.

As of the Latest Practicable Date, none of the experts named above has any shareholding
interest in our Company or any of our subsidiaries or the right (whether legally enforceable or
not) to subscribe for or to nominate persons to subscribe for securities in any member of our
Group.

5. Binding Effect

This Document shall have the effect, if an application is made pursuant to this Document,
of rendering all persons concerned bound by all of the provisions (other than the penal
provisions) of sections 44A and 44B of the Companies (Winding Up and Miscellaneous
Provisions) Ordinance insofar as applicable.
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12. Miscellaneous

Save as disclosed in this Document:

(a) within the two years preceding the date of this Document: (i) we have not issued nor

agreed to issue any share or loan capital fully or partly paid either for cash or for

a consideration other than cash; and (ii) no [REDACTED], discounts, brokerage fee

or other special terms have been granted in connection with the issue or sale of any

shares of our Company;

(b) no share or loan capital of our Company is under option or is agreed conditionally

or unconditionally to be put under option;

(c) we have not issued nor agreed to issue any founder shares, management shares or

deferred shares;

(d) there are no arrangements under which future dividends are waived or agreed to be

waived;

(e) there are no procedures for the exercise of any right of pre-emption or transferability

of subscription rights;

(f) there have been no interruptions in our business which may have or have had a

significant effect on our financial position in the last 12 months;

(g) there are no restrictions affecting the remittance of profits or repatriation of capital

by us into Hong Kong from outside Hong Kong;

(h) no part of the equity or debt securities of our Company, if any, is currently listed on

or dealt in on any stock exchange or trading system other than Shanghai Stock

Exchange, and no such [REDACTED] or permission to [REDACTED] on any

stock exchange other than the Stock Exchange is currently being or agreed to be

sought; and

(i) our Company has no outstanding convertible debt securities or debentures.
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DOCUMENTS DELIVERED TO THE REGISTRAR OF COMPANIES IN HONG KONG

The documents attached to the copy of this Document delivered to the Registrar of

Companies in Hong Kong for registration were:

(a) a copy of each of the material contracts referred to in “Statutory and General

Information — B. Further Information about our Business — 1. Summary of

Material Contracts” in Appendix VI to this Document; and

(b) the written consents referred to in the section headed “Statutory and General

Information — D. Other Information — 4. Qualifications and Consents of Experts”

in Appendix VI to this Document.

DOCUMENTS AVAILABLE ON DISPLAY

Electronic copies of the following documents will be available on display on the website

of our Company at http://ww.hla.com.cn and on the website of the Hong Kong Stock

Exchange at www.hkexnews.hk during a period of 14 days from the date of this Document:

(a) the Articles of Association;

(b) the accountant’s report from HLB Hodgson Impey Cheng Limited, the text of which

is set out in Appendix I to this Document;

(c) the audited consolidated financial statements of our Group for the years ended

December 31, 2022, 2023 and 2024 and the unaudited interim consolidated financial

statements for the six months ended June 30, 2025;

(d) [REDACTED];

(e) the report from HLB Hodgson Impey Cheng Limited on the unaudited

[REDACTED] financial information of our Group, the text of which is set out in the

section headed “Unaudited [REDACTED] Financial Information” in Appendix II to

this Document;

(f) the industry report issued by Frost & Sullivan (Beijing) Inc., Shanghai Branch Co.

referred to in “Industry Overview” in this Document;

(g) the PRC legal opinions issued by CM Law Firm in respect of certain general

corporate matters and property interests of our Group;
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(h) the material contracts referred to in “Statutory and General Information — B.

Further Information about our Business — 1. Summary of Material Contracts” in

Appendix VI to this Document;

(i) the written consents referred to in “Statutory and General Information — D. Other

Information — 4. Qualifications and Consents of Experts” in Appendix VI to this

Document;

(j) the contracts referred to in the section headed “C. Further Information About Our

Directors and Senior Management — 3. Service Contracts” in Appendix VI to this

Document; and

(k) the PRC Company Law, Securities Law and the Trial Measures, together with

unofficial English translations thereof.
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