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Independent Auditor’s Report

To the directors of
Soft International Group Ltd
(incorporated in the Cayman Islands with limited liability)

Opinion

We have audited the combined financial statements of Soft International Group Ltd (the "Company™)
and its subsidiaries (hereinafter collectively referred to as the “Group”) set out on pages 4 to 87, which
comprises the combined statements of financial position of the Group at 31 December 2021, 2022 and
2023 and 30 September 2024, the statements of financial position of the Company at 31 December
2023 and 30 September 2024, and the combined statements of profit or loss and other comprehensive
income, the combined statements of changes in equity and the combined statements of cash flows of
the Group for each of the years ended 31 December 2021, 2022 and 2023 and the nine months ended
30 September 2024 (the “Track Record Period”) and material accounting policy information and other
explanatory information (together the “Combined Financial Statements”}, issued in connection with the
initial listing of shares of the Company (the “Listing”) on the Main Board of The Stock Exchange of Hong
Kong Limited {the “Siock Exchange”).

In our opinion, the Combined Financial Statements give, for its specific purpose and on the basis of
preparation as set out in Note 2 of the Combined Financial Statements, a true and fair view of the
financial position of the Group at 31 December 2021, 2022 and 2023 and 30 September 2024, the
financial position of the Company at 31 December 2023 and 30 September 2024, and the Group's
financial performance and cash flows for each of the Track Record Period in accordance with IFRS
Accounting Standards issued by the International Accounting Standards Board (the “IASB") and have
been properly prepared in accordance with the disclosure requirements of the Hong Kong Companies
Ordinance and the applicable disclosure provisions of the Rules Governing the Listing of Securities on
the Main Board of the Stock Exchange (the “Listing Rules”).

Basis for Opinion

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

Responsibilities of Directors for the Combined Financial Statements

The directors of the Company are responsible for the preparation of the Combined Financial Statements
that give a true and fair view in accordance with IFRS Accounting Standards issued by the IASB, the
disclosure requirements of the Hong Kong Companies Ordinance, the applicable disclosure provisions of
the Listing Rules and the basis of preparation as set out in Note 2 of the Combined Financial Statements,
and for such internal control as the directors of the Company determine is necessary to enable the
preparation of the Combined Financial Statements that are free from material misstatement, whether due
to fraud or error.

in preparing the Combined Financial Statements, the directors are responsible for assessing the Group's
ability to continue as a going concern, disclosing, as applicable, matters related to going concern and
using the going concern basis of accounting unless the directors either intend to liquidate the Group or to
cease operations, or have no realistic alternative but to do so.
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Independent Auditor's Report

Te the directors of
Soft International Group Ltd
(incorporated in the Cayman Islands with limited liability)

Auditor's Responsibilities for the Audit of the Combined Financial Statements

Our abjectives are to obtain reasonable assurance about whether the Combined Financial Statements as
a whole are free from material misstatement, whether due to fraud or error, and to issue a auditor's report
that includes our opinion. This report is made solely to you, as a body, and for no other purpose. We do
not assume responsibility towards or accept liability to any other person for the contents of this report.

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

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

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

+ Obtain an understanding of internal control relevant to the audit in order 1o design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Group's internal control.

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

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

» Evaluate the overall presentation, structure and content of the Combined Financial Statements,
including the disclosures, and whether the Combined Financial Statements represent the underlying
transactions and events in a manner that achieves fair presentation.

e Obtain sufficient appropriate audit evidence regarding the financial information of the enfiies or
business activities within the Group to express an opinion on the Combined Financial Statements. We
are responsible for the direction, supervision and performance of the group audit. We remain solely
responsible for our audit opinion.

We communicate with the directors regarding, among other matters, the planned scope and timing of the
audit and significant audit findings, including any significant deficiencies in internal control that we identify
during our audit.
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Independent Auditor’s Report

To the directors of
Soft International Group Lid
{incorporated in the Cayman Islands with limited liability)

Restriction On Use

The Combined Financial Statements are prepared for the the Listing of the Company’s shares on the Main
Board of the Stock Exchange. As a result, the Combined Financial Statements may not be suitable for
another purpose. Our report is intended solely for the Company’s directors and should not be used by other
parties.

w2

Forvis Mazars CPA Limited
Certified Public Accounfants
42nd Floor, Central Plaza
18 Harbour Road, Wanchai
Hang Kong

Date: 19 March 2025
The engagement director on the audit resulting in this independent auditor’s report is

She Shing Pang
Practising Certificate number: P05510




Soft International Group Ltd

Combined Statements of Profit or Loss and Other Comprehensive Income
Years ended 31 December 2021, 2022 and 2023 and nine months ended 30 September 2024

COMBINED STATEMENTS OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

Year ended 31 December MNine months ended 30 September
2021 2022 2023 2023 2024
Naofe RMB'600 RMB'000 RMB'000 RMB'000 RMEB'000
{Unaudited)
Revenue 5 263,226 408,066 654,560 492,804 520,297
Cost of sales (206,492) {296,840) (457,293) (349,862) {358,233}
Gross profit 56,734 111,226 197,267 142,942 162,064
Other income 6 3,227 3,732 1,734 1,174 3,846
Selling and distribution
expenses (32.250) (40,669) (91,136) {54,904) {73,081)
Administrative and other
operating expenses (14,887) {24,114) {39,635} {29,227} {29,064}
(Provision for) Reversal
of loss allowance on
trade receivables, net 31 (123) 470 728 (307) {1,620)
Changes in fair value of
investment properties 14 27 807 1,917 1,261 39
Gain on disposal/
deregistration of
subsidiaries, net 29 - - 2,494 2,494 -
Finance costs 7 (261) (548) (776) (549) (501)
Listing expenses 7 - - {5.981) {1,156) (10,698)
Profit before tax 7 12,467 50,904 66,612 61,728 50,985
Income tax expenses 10 (2,465) (9,045) (8,923) {8,056) (10,523)
Profit for the
year/period 10,002 41,859 57,689 53,672 40,462
Other comprehensive
income {loss):
ftem that will ot be
reclassified to
profit or Joss
Exchange difference on
translation of the
Company's finangial
stalements to
presentation currency _ . P . 7
Item that may be
reclassified
subsequently to
profit or foss
Exchange difference on
combination 219 {1,068) (440) (716) 415)
Total other
comprehensive
income {loss) for
the year/period 219 (1,068) (440) (716) (408)
Total comprehensive
income for the
year/period 10,221 40 791 57,249 52 956 40,054




Soft International Group Ltd

Combined Statements of Profit or Loss and Other Comprehensive Income
Years ended 31 December 2021, 2022 and 2023 and nine months ended 30 September 2024

COMBINED STATEMENTS OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

Year ended 31 December Nine months ended 30 September
2021 2022 2023 2023 2024
Note RMB’000 RMB’000 RMB'000 RMB'000 RMB’'000
{Unaudited)
Profit (Loss} for the
year/period
attributable to:
Owners of the Company 10,006 41,860 58,500 54,883 40,462
Non-controlling interests (4} (1) {(1.211) {1,211) -
10,002 - 41,859 57,689 53,672 40,462
———— — . — — |
Total comprehensive
income {loss) for the
year/period
attributable to:
Owners of the Company 10,225 40,792 58,460 54,167 40,054
Non-controlling interests {4} {1} (1.211) {1.211) -
10,221 40,791 57,249 52,956 40,054




Soft International Group Ltd

Combined Statements of Financial Position
At 31 December 2021, 2022 and 2023 and 30 September 2024

COMBINED STATEMENTS CF FINANCIAL POSITION

At 30
At 31 December September
2021 2022 2023 2024
Note RMB'000 RMB’'000 RMB'0G0 RMB'000
Non-current assets
Intangible assets 13 1,111 159 400 67
Investment properties 14 41,437 42,244 44,161 44,200
Property, plant and equipment 15 112,297 146,665 179,522 182,676
Right-of-use assets 16 41,109 40,178 39,981 39,173
Deposits paid for acquisition of property,
plant and equipment and right-of-use
assets 22,280 12,903 7,858 11,064
218,234 242,149 271,922 277,180
Current assets
Inventories 17 119,941 153,981 73,808 46,967
Trade and other receivables 18 62,354 100,364 94,713 160,564
Pledged bank deposits 19 14,113 20,934 15,995 19,313
Cash and cash equivalents 20 20,580 6,464 63,000 22,867
216,988 281,743 247,516 249,711
Current liabilities
Trade and other payables 21 106,701 123,263 125,666 139,088
Amount due to the Controlling Shareholder 22 137,615 136,212 71576 23,123
Interest-bearing borrowings 23 10,000 18,000 13,000 18,200
Lease liabilities 16 63 59 268 313
Income {ax payable 1,449 B,137 10,594 7,607
255,828 285,671 221,104 188,331
Net current (liabilities) assets (38,840) (3,928} 26,412 61,380
Total assets less current liabilities 179,394 238,221 298,334 338,560
Non-current liabilities
Lease liabilities 16 59 - 466 271
Amount due to the Controlling Shareholder 22 190,094 206,844 207,284 -
Deferred tax liabilities 24 5,506 6,326 7,593 7,952
195,659 213,170 215,343 8,223
NET (LIABILITIES) ASSETS {16,265) 25,051 82,991 330,337
- . |



Soft International Group Ltd

Combined Statements of Financial Position
At 31 December 2021, 2022 and 2023 and 30 September 2024

COMBINED STATEMENTS OF FINANCIAL POSITION {CONTINUED)

At 30
At 31 December September
2021 2022 2023 2024
Note RMB'000 RMB000 RMB'000 RMB000
Capital and reserves

Share capital 25 - - - 9
Reserves 26 {16,261) 24,531 82,991 330,328

Equity attributable to owners of the
Company {16,261) 24,531 82,991 330,337
Non-controlling interests (4) 520 - -
TOTAL (DEFICITS) EQUITY {16.265) 25,051 82,991 330,337
oS- . e e———

Represents amount less than RMB1,000.

The combined financial sfatements on pages 4 lo 87 (the “Combined Financial Statements”) for the years ended 31
December 2021, 2022 and 2023 and the nine months ended 3G September 2024 (the “Track Record Period”) were approved
and authorised for issue by the board of directors of Soft Internaticnal Group Ltd {the "“Company’) on 19 March 2025 and
signed on its behalf by

A/ﬁrN Pl gpary 2ondf Gt Dereg

Ngan P Zeng Guodong
D.-rector Director




Soft International Group Ltd

Statements of Financial Position

At 31 December 2023 and 30 September 2024

STATEMENTS OF FINANCIAL POSITION

Non-current asset
Investment in a subsidiary

Current assets

Amount due from the immediate holding company
Cash at bank and in hand

Current liabilities
Amount due to a subsidiary
Net current assets (liabilities)

NET ASSETS (LIABILITIES)

Capital and reserves
Share capital
Reserves

TOTAL EQUITY (DEFICITS)

Represents amount less than RMB1,000.

Note

25(b)

25(c)

25(c)

25(a)
25(d)

At 31
December
2023
RMB000

At 30
September
2024
RMB'000

180

485

(305)

305

(314}

305

The statements of financial position of the Company at 31 December 2023 and 30 September 2024 were approved and

authorised for issue by the board of directors of the Cempany on 19 March 2025 and signed on its behalf by

il ear/ Doy Guwe Dorf

Ngan Pui Kuan
Director

Zeng Guodong



Soft International Group Ltd

Combined Statements of Changes in Equity

Years ended 31 December 2021, 2022 and 2023 and nine months ended 30 September 2024

COMBINED STATEMENTS OF CHANGES IN EQUITY

At 1 January 2021
Profit (Loss) for the year
Other comprehensive income

Htern that may be reclassified subsequently to profit or
foss

Exchange difference on combination
Total comprehensiva income {loss) for the year
Transaction with owners

Contributions and distributions
Appropriation {o statutory reserve

At 31 December 2021

Attributable to owners of the Company

Reserves
Non-
Capital Translation Statutory  Accumulated Total controlling
Share capital reserve reserve reserve losses reserves interests Total deflcits
RMB'000 RMB'G00 RMB'000 RMB'000 RMB'000 RMB 000 RMB 000 RMB'000G
(Note 25(a}) {Note 26(a)) (Note 26(b}) (Note 26(cj)
- 1 10 1,313 (27.810) (26,486) - (26.486)
- - - 10,006 10,006 (4) 10,002
- - 219 - 219 21¢
- - 219 - 10,006 10,225 (4) 10,221
- - - 1,371 (1,371) - - -
- 1 229 2,684 {19,175} (16,261) {4) {16,265}
N — ———— S W . ]



Soft International Group Ltd

Combined Statements of Changes in Equity
Years ended 31 December 2021, 2022 and 2023 and nine months ended 30 September 2024

COMBINED STATEMENTS OF CHANGES IN EQUITY (CONTINUED)

Attributable to owners of the Company

Reserves
Accumulated Non-
Share Capital Translation Statutory (losses) Total controlling Total (deficits)
capital raserve resarve reserve profits reserves interests equity
RMB'000 RMB'00G RMB'000 RMB Q00 RMB'000 RMBQ00 RME000 RMB'000
(Nofe 25(a}) (Note 26(a}) {Note 26(b)} (Note 26{c)}
At 1 January 2022 - 1 229 2,684 {19,175} (16,261) (4) {16,265)
Prefit {Loss) for the year - - - - 41,860 41,860 (1) 41,859
Other comprehensive loss
ftem that may be reclassified subsequently to profit or foss
Exchange difference on combination = = (1,068) - . (1,068) - (1,068}
Total comprehensive income (loss) for the year - - (1.068) e 41,860 40,792 () 40,791
Transactions with owners
Contributions and distributions
Appropriation to statutory reserve 4,716 (4,718) - - o
Changes 1n ownership interests
Non-contralling interest ansing fram incorparation of
a subsidiary 4 = 525 525
Total transactions with owners - l - 4,716 {4.716) - 525 525
At 31 December 2022 - 1 {839) 7.400 17,969 24,531 520 25051

10



Soft International Group Ltd

Combined Statements of Changes in Equity
Years ended 31 December 2021, 2022 and 2023 and nine months ended 30 September 2024

COMBINED STATEMENTS OF CHANGES IN EQUITY (CONTINUED)

Attributable to owners of the Company

Reserves
Non-
Capital Translation Statutory  Accumulated Total controlling
Share capital reserve reserve reserve profits reserves interests Total equity
RMB'G00 RMB'000 RMB 000 RMB'00G0 RMB'G00 RMB'000 RMB'GO0 RMB'000
{Note 25(a))  (Note 26(a)) {Note 26(b)) (Note 26(c))
At 1 January 2023 - 1 (839) 7.400 17,969 24,511 520 25,051
Profit (Loss) for the year - - - - 58,500 58,900 {1,211} 57,689
Other comprehensive loss
ftem that may be reclassified subsequently to profit or foss
Exchange difference on combination - = (440) - J (440} = (440}
Total comprehensive income (loss) for the year = = (440} - 58.900 58,460 {1.211) 57,249
Transactions with owners
Contributions and distributions
Appraopriation to statutory reserve - B - 5,525 {5,525) - - =
Issue of shares = = - - - - - -
-* - - 5,525 {5,525) - - =*
Changes in awnership interasts
Disposal of subsidiaries (Note 29{a)) . - - - - . 686 686
Deregistration of subsidiaries (Note 29{b}) K - - - - . § 5
- - - - - 691 691
Total transactions with owners <t = = 5,525 {5,525) T 691 691
At 31 December 2023 -* 1 {1,279} 12,925 71,344 82,991 - 82,9M
———— R S —— S S S — S —

*  Represents amount less than RMB1,000.

11



Soft International Group Ltd

Combined Statements of Changes in Equity
Years ended 31 December 2021, 2022 and 2023 and nine months ended 30 September 2024

COMBINED STATEMENTS OF CHANGES IN EQUITY (CONTINUED)

Attributable to owners of the Company

Reserves
Non-
Capital Translation Statutory  Accumulated Total controlling
Share capital reserve reserve reserve profits reserves interests Total equity
RMB'000 RMB'G0C RMB'050 RME'000 RMB'00Q RMB'0G0 RMB'00Q RMB 000
(Note 25(a))  (Note 26(a)) (Note 26(b)} {Note 26(c))
Unaudited
Al 1 January 2023 - 1 (839) 7,400 17,969 24,531 520 25,051
Profit {Loss) for the penod - - - - 54,883 54,883 (1.211) 53,672
Other comprehensive [oss
ltem that may be reclassified subsequently to profit or loss
Exchange difference on combiration (716) - - {T16) s (7186)
Total comprehensive {toss) income for the period {716) - 54,883 54,167 (1,211) 52,956
Transactions with owners
Confributions and distributions
Appropriation to statutory reserve - - - 5.421 (6.421) - - -
Changes in ownership interesls
Disposal of subsidiaries (Note 29(a)) - - B 686 686
Deregistration of subsidiaries (Note 29(b)) 3 y - - - - 5 5
- - - 2 2 - 691 691
Total transactions with owners o o - 5421 (5.421) - 681 691
At 30 September 2023 - 1 {1,555) 12,821 67,431 78,698 - 78,698

12



Soft International Group Ltd

Combined Statements of Changes in Equity

Years ended 31 December 2021, 2022 and 2023 and nine months ended 30 September 2024

COMBINED STATEMENTS OF CHANGES IN EQUITY (CONTINUED)

At 1 January 2024

Profit for the peniod

Other comprehensive income {loss)

Item that will not be reclassified to profit or loss

Exchange difference on translation of the Company's
financial statements to presentation currency

ltem that may be reclassified subsequently to profit or loss

Exchange difference on combination
Total other comprehensive loss for the period

Total comprehensive {loss) income for the period

Transactions with owners

Conltributions and distributions

Issue of shares (Remark (a})

Rearganisation (Remark (b))

Wavier of amount due to the Controlling Shareholder
(Note 22)

Appropriation to statutory reserve

At 30 September 2024

Attributable to owners of the Company

Reserves

Non-

Capital Translation Statutory  Accumulated Total controlling
Share capital reserve reserve reserve profits resarves interests Total equity
RMB'060 RMB'000 RMB'000 RMB'G0G RMB'060 RME000 RMB'0G0 RMB000

{Note 25(a)) (Note 26(a}) {Note 26(k)) {Note 26{c))

-* 1 (1,279) 12,825 71,344 82,991 - 82,991
- - - 40,462 40,462 - 40,462
. o 7 - 7 7
- . {415) - - {415) - (415)
(408) - (408) - (408)
- - {408) 40,462 40,054 40,054
9 - - - 9
- " - - (N (M
207,284 - - 207,284 - 207,284
- - - 5,923 {5.923) - - -
9 207,283 5,923 {5.923) 207,283 - 207,292
9 207,284 {1,687) 18,848 105,883 330,328 - 330,337
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Soft International Group Ltd

Combined Statements of Changes in Equity
Years ended 31 December 2021, 2022 and 2023 and nine months ended 30 September 2024

COMEINED STATEMENTS OF CHANGES IN EQUITY (CONTINUED)

Rermarks. (a) On 23 April 2024, the Company issued 899,999 ordinary shares at par value of Hong Kong Dollars (*HK$") 0.01 each in cash total consideratior of HK$9,000 (equivalent to RMB8,537).

{b) On 26 April 2024, the Company, Soft International Group Holding Lid {“Soft BVI"), the Controlling Sharehotder (as defined in Nate 1) and Mr. Zeng Guodong (an executive director of the Company) entered into
a share transfer agreement pursuant to which the Company agreed to acquire 90% and 10% issued shares with tolal value of RMB 828 of Hong Kong Infant Intemational Group Company Limited (“Soft HK"}
from the Contrelling Shareholder and Mr. Zeng Guodong in total consideration of HK$1,000 {equivalent to RMB928). The consideration was satisfied by way of issuance of 80,000 and 10,000 ordinary shares
at par value of HK30.01 each and credited as fully-paid in the share capital of the Company to two entities, each of them controlled by the Controlling Shareholder and Mr. Zeng Guodoeng, respectively.

Accordingly, Soft HK became an indirect wholly owned subsidiary of the Company. Details of which are set out in the paragraph headed “Reorganisation” of the section headed “History, Regrganisation and
Corporate Structure” of the Company's prospectus (the "Prospectus”) issued in connection with the initial sting of shares of the Company (the “Listing”} on the Main Board of The Stock Exchange of Hong
Kong Limited (the "Stock Exchange”) .

Represents amount less than RMB1,000

14



Soft International Group Ltd

Combined Statements of Cash Flows

Years ended 31 December 2021, 2022 and 2023 and nine months ended 30 September 2024

COMBINED STATEMENTS OF CASH FLOWS

Year ended 31 December

Nine moenths ended 30 September

2021 2022 2023 2023 2024
Note RMB'000 RMB'000 RMB'000 RMB’000 RMB'000
{Unaudited)
OPERATING ACTIVITIES
Profit before tax 12,467 50,904 66,612 61,728 50,985
Adjustmenis for:
Amortisation of intangible
assets 1,193 952 231 159 333
Depreciation of property,
plant and equipment 7,928 11,284 16,117 10,968 12,851
Depreciation of right-of-use
assels 9 931 1,020 734 883
Changes in fair value of
investment properties 27 807 (1,917) (1.281) (39}
Finance costs 261 548 776 549 501
Gain on
disposallderegistration of
subsidiaries, net - - (2,494} (2,494} -
Interest income (314) (877) (216} {158) (406}
Loss on disposal of
property, plant and
equipment, net . - 99 -
Provision for (Reversal of)
loss allowance of trade
receivables, net 123 470) (728) 307 1,620
Operating cash inflows
before movements in
working capital 22,562 62,665 79,500 70,532 66,728
Changes in warking capital:
Inveniories {20,242) (34,040) 80,173 38,210 26,541
Trade and other receivables (4,710) {37,014) 9,080 (135,656) (67,473}
Trade and cther payables 35112 14,969 (7,580) 82,875 13,271
Cash generated from
operations 32722 6,580 161,163 55,961 39,367
income tax paid (2,078) (1,537) (5.199) (4,050) (13,151)
Net cash from operating
activities 30,644 5,043 155,964 51,911 26,216

15



Soft International Group Ltd

Combined Statements of Cash Flows
Years ended 31 December 2021, 2022 and 2023 and nine months ended 30 September 2024

COMBINED STATEMENTS OF CASH FLOWS (CONTINUED)

Year ended 31 December Nine months ended 30 September

202t 2022 2023 2023 2024
Nete RMB000 RMB'000 RMB000 RMB'060 RMB'000
{Unaudited)

INVESTING ACTIVITIES

Interest received 314 677 216 158 406
Change in pledged bank

deposits (11,357) {6,821) 4,939 2,318 (3.318)
Payment for purchase of

inlangible assets . B (472) - -
Payment for purchase of

property, plant and

equipment {33,355) {18,821) (39,746) {(29,973) {19,556)
Payment for purchase of

right-of-use assets {18,047} -
Proceeds from disposal of

property, plant and

equipment - - 1,392 - 497
Net cash inflows from

disposal of subsidiaries 2G(a) - - 995 995 -
Net cash inflows from

acquisition of a subsidiary 30 - - 1,283 - -

Net cash used in
investing activities (62,445) {24,965) (31,393) (26,502) {21,971)

FINANCING ACTIVITIES

Issue of shares - ’ -+ - g
Inception of interest-bearing

borrowings 10,000 26,800 13,000 10,000 23,000
Repayment of interest-

bearing borrowings - {18,800} {18,000) (11,000) (17.800)
Repayment of lease

liabilities {including

financing components) {66) (66) {158) (87) (243)
Interest paid (256) {545) {766) (544) (483)
Advance from (Repayment

to) the Centrolling

Shareholder, net 3,920 (1,583) (62,636) {27,188) (48,679)
Setllement of capital

contribution due from the

non-controlling

sharehclder of a

subsidiary - - 525 525 -

Net cash from {used in)
financing activities 13,598 5,806 (68,035} {28,294} {44,196)

Net (decrease) increase in
cash and cash
equivalents (18,203) (14,116) 56,536 (2,885) (39,951)

Cash and cash
equivalents at the
beginning of
the reporting period 38,783 20,580 6,464 6,464 63,000

Effect of exchange
difference - - - - {182)

Cash and cash
equivalents at the end of
the reporting period 20 20,580 6,464 63,000 3,579 22 867
|l —— ] il — ] A —— i ————

*

Represents amount less than RMB1,000.
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Soft International Group Ltd

Notes to the Combined Financial Statements
Years ended 31 December 2021, 2022 and 2023 and nine months ended 30 September 2024

NOTES TO THE COMBINED FINANCIAL STATEMENTS OF THE GROUP

1.

GENERAL INFORMATION AND REORGANISATION

The Company was incorporated in the Cayman Islands as an exempted company with limited liability on 22
November 2023. The address of the Company's registered office is 89 Nexus Way, Camana Bay, Grand
Cayman KY1-9009, Cayman Islands. The Company's principal place of business in Hong Kong is situated at
Room 1910, 19/F., C C Wu Building, 302-308 Hennessy Road, Wan Chai, Hong Kong and the Group's head
office and principal place of business activities are situated at Zhizao Avenue, Quanzhou Jinjiang Economic
Development Zone (Food Park), Fujian Province, the People's Republic of China (the “PRC").

The Company is an investment holding company and its subsidiaries are principally engaged in the
manufacturing and sales of hygienic disposables and nonwoven fabrics in the PRC. The Company and its
subsidiaries are collectively referred to as the “Group”.

At the date of approving the Combined Financia!l Statements, the immediate holding company of the
Company is Wish International Holding Ltd, which is incorporated in the British Virgin Islands (the “BVI"). In
the opinicn of the directors of the Company, the ultimate holding company is Softe Co., Ltd, a company
incorporated in the BVI and controlled by Mr. Ngan Pui Kuan (the “Controlling Shareholder”).

Pursuant to a group reorganisation (the “Reorganisation™), which was completed on 26 April 2024, as
detailed in the paragraph headed “Reocrganisation” of the section headed “History, Reorganisation and
Corporate Sfructure” of the Prospectus issued in connection with the Listing on the Main Board of the Stock
Exchange, the Company became the holding company of the entities now comprising the Group.

At the date of approving the Combined Financial Statements, the particulars of the Company's major
subsidiaries, which are private limited liability companies, of which the Company has direct or indirect
interests, are as follows:

Attributable
equity
Place of Date of interest
incorporation/ incorporation/ Registered/ held by the Principal activities/
Name of subsidiary establishment establishment issued capital Company place of operation
Directly held
Soft BVi (Note a) The BVt 27 Dcember No par value 100% Investment holding/
2023 Hong Kong
Indirectly held
Soft HK Hong Kong 17 August HK$1,000 100% Investment holding/
2010 Hang Kong
AR (pED BEAT The PRC 30 November United States 100% Manutacturing and
Insofib (China) Co., Ltd. 2010 Dollars sales of
({\IlnjOﬂb ene () di bl sltrrlwygi:gié
ofe e isposables/the
(Note ¢) 10,000,000 -
TR RSP RR AARIRHE R IR A 5l The PRC 7 August 2020 RMB100,000,000 100% Manufacturing of
Fujian insoftb New Materials hygienic

Technology Co., Lid.
{(*Insaftb New Material™}
(Notes b, &)

disposables and
related

productsithe PRC
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Soft International Group Ltd

Notes to the Combined Financial Statements
Years ended 31 December 2021, 2022 and 2023 and nine months ended 30 September 2024

1. GENERAL INFORMATION AND REORGANISATION (CONTINUED)
Attributable
equity
Place of Date of interest
incorporation/ incorporation/ Registered/ held by the Principal activities/
Mame of subsidiary establishment establishment issued capital Company place of operation
RiERE B A4 Hlal The PRC 22 December  RMB10,000,000 100% Sales of hygienic
ﬁlf{i"z,} ]| ) ‘ 2016 disposablesithe PRC
Fujian Blue Gianl Hygiene
Products Co., Ltd.
(‘Blue Giant Hygiene Products”)
{MNotes b, e}

RREFR (RH) BREMSARLT] The PRC & March 2013 RMB35,000,000 100% Investment holding/the
Insoftb {Chuzhou) Infant and PRC
Child Products Co., Ltd.

{“"Chuzhou Insoftb”)
(Naotes b, €)

AT E - TR AR ) The PRC 23 May 2018  RMB10,000,000 100% Sales of hygienic
Fujian Shubao Heynckes di bles/the PRC
Trading Co., L1d. A
(“Heynckes Trading™)

{Notes b, e)

FIM{HEESLRTELS The PRC 17 November RMB1,000,000 100% Sale of hygienic
Jinjiang Libaida Trading Co., 2011 disposablesithe PRC
Ltd. ("Jinjiang Libaida")

{Notes b, e}

Al the date of approving the Combined Financial Statements, the fotlowing subsidiaries that were combined
in the Combined Financial Statements during the Track Record Period have been deregistered/disposed
of and in the opinion of the directors of the Company, the following subsidiaries have no material adverse
impact on the financial performance and business operation of the Group:

Attributable
equity
interest
Place of Date of held by
incorporation/ incorporation/ issued/Paid the Principal activities
Name of subsidiary establishment establishment up capital Company /place of operation
B (L A R The PRC 26 Octeber  RMB10,000,000 100% Sales of hygienic
HMRixal 2015 disposablesithe
Fujian Blue Giant Netwark PRC
Technology Co., Lid. {"Blue
Giant E-commerce”)
{Notes b, ¢, )
BREFE (WP ETFEEARSE The PRC 14 August  RMBS5,000,000 100% Sales of hygienic
Insoftb {Xiamen) E-commerce 2020 disposablesithe PRC

Co., Lid.
{“Xiamen Insofib E-commerce”)
{Notes b, c, e}
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Notes to the Combined Financial Statements
Years ended 31 December 2021, 2022 and 2023 and nine months ended 30 September 2024

1. GENERAL INFORMATEION AND REORGANISATION (CONTINUED)

Attributable
equity
interest
Place of Date of held by
incorporation/ incorporation/ Issued/Paid the Principal activities
Name of subsidiary establishment establishment up capital Company /place of operation

1A TR Y The PRC 3 February  RMB10,000,000 51% Inactive/the FRC
S| 2021
Fujian Shusen Network
Technology Co., Lid.
(‘Fujian Shusen”)
{Notes b, ¢, e}

TEAEHRRT I TR The PRC 17 June 2014 RMB5,280,000 100% Sales of hygienic
FHM 5] Fujian Insofth E- disposables/the FRC
commerce Co., Lid.

{“Fujian Insoftb E-commerce")
{Notes b, ¢, e)

TRARETE R Al E IR AT The PRC 9 January 2020 RMB10,000,000 75% Inactive/the PRC
Fujian Insoftd Qinning Hygiene
Products Ca., Ltd.
(“Insoftb Qinning”™)
{Noles b, ¢, e)

ES PN R B HE The PRC 30 November RMB2,000,000 51% Investments
HHinE 2022 holding/the PRC
Jinjiang Future Blue Journey
Technology Co., Ltd.
{"Jinjiang Lantu™)
{Notes b, d, e)

T RS The PRC 5 December RMB2,000,000 51% Sale of feminine care
BREAH 2022 fthe PRC
Jiangxi Lishi Hygiene Products
Co., Lid.

("Jiangxi Lishi")
(Nofes b, d, g)

TR R iR 4 Bl o) The PRC 5 December RMB2,000,000 51% Sale of feminine care
Jiangxi Future Blueprint 2022 ithe PRC
Hygiene Products Co., Ltd.

{"Jiangxi Lantu™)
(Notes b, d, &)
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Notes to the Combined Financial Statements
Years ended 31 December 2021, 2022 and 2023 and nine months ended 30 September 2024

1. GENERAL INFORMATION AND REORGANISATION (CONTINUED)

Set forth below is the information of the financial statements, as prepared in accordance with respective local
financial reporting standards, of the Company's subsidiaries that have been audited and fall into the Track
Record Period.

Subsidiary Financial period Auditors
Soft HK For the years ended 31 December 2021, 2022 Global Glary CPA Limited, Certified Public
and 2023 Accountanis, Hong Kong
Inscfb China For the years ended 31 December 2021, 2022 SENNEREE S5 TET B TR R (24 E &1X) (Shenzhen Mingguo
and 2023 Certified Public Accountants LLP} {Note &)
Notes:

(a) No statutory audited financial statements have been prepared by Soft BvI for the period from the
date of incorporation to the date of approving the Combined Financial Statements as it is not
required ta issue audited financial statements under relevant statutory requirements at the place
of incorporation.

(b) No statutory audited financial statements have been prepared for Insoftb New Material, Blue
Giant Hygiene Products, Chuzhou Insofth, Heynckes Trading, Jinjiang Libaida, Blue Giant E-
commerce, Xianmen Insoftb E-commerce, Fujian Shusen, Fujian Insoftb E-commerce, Insoftb
Qinning, Jinjiang Lantu, Jiangxi Lishi and Jiangxi Lantu as it is not a mandatory requirement for
issuance of audited financial statements under the relevant statutory requirement at their places
of incarporation.

(c) Blue Giant E-commerce, Fujian Insoftb E-commerce, Fujian Shusen, Insoftb Qinning and Xiamen
Insoftb E-commerce, were deregistered on 8 Qctober 2023, 28 September 2023, 16 August 2023,
24 October 2023 and 22 September 2023, respectively (Note 29(b)).

(d) These entities were disposed of an 28 September 2023 (Note 29(a)).

(e} The English name is translated for identification purpose only.
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Notes to the Combined Financial Statements
Years ended 31 December 2021, 2022 and 2023 and nine menths ended 30 September 2024

2,

BASIS OF PREPARATION AND PRESENTATION OF THE COMBINED FINANCIAL STATEMENTS

Pursuant to the Reorganisation, as more fully explained in the paragraph headed “Reorganisation” of the
section headed “History, Reorganisation and Corporate Structure” of the Prospectus, the Company
became the holding company of the entities now comprising the Group on 26 April 2024. Immediately
prior to and after the Reorganisation, the Group’s business is mainly conducted through Insofib China,
Insofth New Material, Blue Giant Hygiene Products, Chuzhou Insoftb, Heynckes Trading and Jinjiang
Libaida while the Company, Soft BVI and Soft HK are investment holding companies and other entities
within the Group have not been involved in any other significant activities prior to the Reorganisation. As
the Reorganisation did not result in any change in the ultimate control of and the resources employed by
the Group’s business, the Group is regarded as a centinuity entity and, therefore, the Reorganisation is
considered to be a restructuring of entities and business under common control unless otherwise stated.

Accordingly, for the purpose of the Combined Financial! Statements, the Combined Financial Statements
has been prepared on a combined basis under merger accounting principles, as further explained in the
paragraph headed “Merger accounting for business combination involving entities under common control”
in Note 3, which presents the combined financial position, combined financial performance, combined
changes in equity and combined cash flows of the entities now comprising the Group as if the current
group structure, except for the acquisition of Jinjiang Libaida (Note 30) and disposal/deregistration of
cerfain subsidiaries (Note 29) prior to the Reorganisation, had always been in existence throughout the
Track Record Period or since their respective date of establishment or incorporation, where applicable.

The Combined Financial Statements has been prepared based on the accounting policies set out in
Note 3 which conforms with IFRS Accounting Standards issued by the International Accounting
Standards Board (the "IASB").

MATERIAL ACCOUNTING POLICIES

Statement of compliance

The Combined Financial Statements has been prepared in accordance with IFRS Accounting Standards
issued by the IASB, which collective term includes all applicable individual IFRS Accounting Standards,
IAS Standards and IFRIC Interpretations issued by the IASB. The Combined Financial Statements also
complies with the disclosure requirements of the Hong Kong Companies Ordinance and the applicable
disclosure provisions of the Rules Governing the Listing of Securities on the Stock Exchange.

The IASB has issued a number of new/revised IFRS Accounting Standards during the Track Record
Period. For the purpose of the preparation of the Combined Financial Statements, the Group has
consistently adopted all those new/revised IFRS Accounting Standards that are relevant to its operations
and are effective throughout the Track Record Period. The adoption of those new/revised IFRS
Accounting Standards does not have any significant impact on the Combined Financial Statements.

A summary of material accounting policies adopted by the Group in preparing the Combined Financial
Statements is set out below.

Basis of measurement

The measurement basis used in the preparation of the Combined Financial Statements is the historical cost
basis, except for the investment properties which are measured at fair value as explained in the material
accounting policies set out below.
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Notes to the Combined Financial Statements
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3.

MATERIAL ACCOUNTING POLICIES (CONTINUED)

Basis of combinations

The Combined Financial Statements comprises the financial statements of the Company and all of its
subsidiaries for the Track Record Period. The financial statements of the subsidiaries are prepared for the
same reporting period as that of the Company using consistent accounting policies.

All intra-group balances, transactions, income and expenses and profits and losses resulting from intra-group
transactions are eliminated in full. The results of subsidiaries are combined from the date on which the Group
obtains control and continue to be combined until the date that such control ceases.

Non-controlling interests are presented, separately from owners of the Company, in the combined
statements of profit or loss and cther comprehensive income and within equity in the combined statements of
financial position. The non-controlling interests in the acquiree, that are present ownership interests and
entitle their holders to a propartionate share of the acquiree’s net assets in event of liquidation, are measured
initially either at fair value or at the present ownership instruments’ proportionate share in the recognised
amounts of the acquiree's identifiable net assets. This choice of measurement basis is made on an
acquisition-by-acquisition basis. Other types of non-controlling interests are initially measured at fair value,
unless another measurement basis is required by IFRS Accounting Standards.

Allocation of total comprehensive income

Profit or loss and each component of other comprehensive income are attributed to the owners of the
Company and to the non-contralling interests. Total comprehensive income is attributed to the owners of the
Cempany and the non-controlling interest even if this results in the non-controlling interest having a deficit
balance.

Changes in ownership interest

Changes in the Group's ownership interest in a subsidiary that do net resuit in a loss of control are accounted
for as equity transactions. The carrying amounts of the controlling and non-controlling interests are adjusted
to reflect the changes in their relative interests in the subsidiary. 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 the owners of the Company.

When the Group loses control of a subsidiary, the profit or loss on disposal 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 determined at the date when control is lost and (ii) the carrying amount of the assets {including
goodwill), and liabilities of the subsidiary and any non-controlling interests at the date when control is lost.
The amounts previously recognised in other comprehensive income in relation to the disposed subsidiary are
accounted for on the same basis as would be required if the parent had direcily disposed of the related
assets or liabilities. Any investment retained in the former subsidiary and any amounts owed by or to the
former subsidiary are accounted for as a financial asset, associate, joint venture or others as appropriate
from the date when control is lost.
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3.

MATERIAL ACCOUNTING POLICIES (CONTINUED)

Business combinations
(a} Acquisition method of accounting

The acquisition method is used to account for the acquisition of subsidiaries of the Group, except for
those acquisitions which qualify as business combination under common control which are accounted
for using merger accounting.

Acquisitions of businesses are accounted for using the acquisiton method. The consideration
transferred in a business combination is measured at fair value, which is calculated as the sum of the
acquisition-date fair value 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-retated costs are generally recognised in profit or [oss as incurred.

At the acquisilion date, the identifiable assets acquired, and the liabilites assumed are principally
recognised at their fair value, except that:

- deferred tax assets or liabilities, and assets and liabilities related to employee benefit arangements
are recognised and measured in accordance with IAS 12 and I1AS 19, respectively;

- liabilities or equity instruments related to share-based payment arrangements of the acquiree or
share-based payment arrangements of the Group entered into 1o replace share-based payment
arrangements of the acquiree are measured in accordance with IFRS 2 at the acquisition date; and

- assets (or disposal groups) that are classified as held for sale in accordance with IFRS 5 are
measured in accordance with that standard.

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 at
acquisition date. f, after reassessment, the net of the acquisition-date amounts of the identifiable assets
acquired and liabilities assumed exceeds the sum of the consideralion 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 gain on bargain purchase.

Noen-controlling interests that are initially measured either at fair value or at the non-controlling interests'
proportionate share of the recognised amounts of the acquiree's identifiable net assets. The choice of
measurement basis is made on a transaction by-transaction basis. Other types of non-controlling
interests are measured at their fair valuye.

When the consideration transferred by the Group in a business combination includes a contingent
consideration arrangement, the contingent consideration is measured at its acquisition-date fair value
and included as part of the consideration transferred in a business combination. Changes in the fair
value of the contingent consideration that qualify as measurement period adjustments are adjusted
retrospectively. Measurement period adjustments are adjustments that arise from additional information
obtained during the “measurement period” (which cannot exceed one year from the acquisition date)
about facts and circumstances that existed at the acquisition date.

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 setilement is
accounted for within equity. Contingent consideration that is classified as an asset or a liability is
remeasured fo fair value at subsequent reporting dates, with the corresponding gain or loss being
recognised in profit or loss.

23



Soft International Group Ltd

Notes to the Combined Financial Statements
Years ended 31 December 2021, 2022 and 2023 and nine months ended 30 September 2024

3.

MATERIAL ACCOUNTING POLICIES {(CONTINUED)

Business combinations {Continued)

(b) Merger accounting for business combination involving entities under common controf
The Combined Financial Statements incorporates the financial statements of the combining entities or
businesses in which the common control combination occurs as if they had been combined from the
date when the combining entities or businesses first came under the centrol of the Conirolling
Shareholder.

The net assets of the combining entities or businesses are combined using the existing carrying values
from the Controlling Shareholder's perspective. No amount is recognised as consideration for goodwill or
excess of acquirer’s interest in the net fair value of acquiree’s identifiable assets, liabilities and contingent
liabilities over cost at the time of common control combination, to the extent of the continuation of the
Controlling Shareholder’s interest. All differences between the cost of acquisition (fair value of
consideration paid} and the amounts at which the assets and liabilities, arising from the Reorganisation,
are recognised directly in equity as part of the capital reserve. The combined statements of profit or loss
and other comprehensive income include the results of each of the combining entities or businesses
from the earliest date presented or since the date when the combining entities or businesses first came
under the common control, where this is a shorter period, regardless of the date of the common contro)
combination.

Transaction costs, including professional fees, registration fees, costs of furnishing information to
shareholders, costs or losses incurred in combining operations of the previously separate businesses,
etc., incurred in relation to the comman control combination that is to be accounted for by using merger
accounting, are recognised as an expense in the pericd in which they are incurred.

Subsidiaries

A subsidiary is an entity that is controlled by the Group. The Group controls an entity when it is exposed, or
has rights, to variable returns from its involvement with the entity and has the ability to affect those returns
through its power over the entity. The Group reassesses whether it controls an investee if facts and
circumstances indicate that there are changes to ane or more of the elements of control.

In the Company's statements of financial position, an investment in a subsidiary is stated at cost less
impairment loss (if any). The carrying amecunt of the investment is reduced to its recoverable amount on an
individual basis, if it is higher than the recoverahle amount. The result of the subsidiary is accounted for by
the Company on the basis of dividends received and receivable.
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3. MATERIAL ACCOUNTING POLICIES {(CONTINUED)

Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated depreciation and impairment losses. The
cost of an item of property, plant and equipment comprises its purchase price and any directly attributable
costs of bringing the asset to its working condition and locaticn for its intended use. Repairs and
maintenance are charged to the profit or loss during the period in which they are incurred.

Construction in progress represents buildings under construction and is stated at cost less accumulated
impairment losses (if any). Cost includes the costs of construction and acquisition and capitalised borrowing
costs (if any). No provision for depreciation is made on construction in progress untit such time as the
relevant assets are completed and ready for intended use. When the assets concerned are available for use,
the costs are transferred to the respective categories of property, plant and equipment and depreciated in
accordance with the policy as stated below.

Depreciation is provided to write off the cost less accumulated impairment losses of property, plant and
equipment over their estimated useful lives as set out below from the date on which they are available for
use and after taking into account their estimated residual values, using the straight-line method. Where parts
of an item of plant and equipment have different useful lives, the cost of the item is allocated on a reasonable
basis and depreciated separately:

Buildings 20 - 30 years
Plant and machinery 3-10years
Office equipment 3-5years
Motor vehicles 5 years

An item of property, plant and equipment is derecognised upon dispesal or when no future ecenomic
benefits are expected to arise from the continued use of the asset. Any gain or loss arising on derecognition
of the asset (calculated as the difference between the net disposal proceeds and the carrying amount of the
item) is included in profit or loss in the period in which the item is derecognised.

Investment properties

Investment properties are land and/or building that are held by owner or lessee, to earn rental income and/or
for capital appreciation. These include properties held for a currently undetermined future use. The Group’s
investment properties included leasehold land and buildings.

Investment properties are stated at fair value at the end of the reporting period. Any gain or loss arising from
a change in fair value is recognised in profit or loss. The fair value of investment property is based on a
valuation by an independent valuer who holds a recognised professional qualification and has recent
experience in the location and category of property being valued.

An investment property is derecognised upon disposal or when the investment property is permanently
withdrawn from use and no future eccnomic benefits are expected from its disposals. Any gain or loss arising
on derecognition of the asset (calculated as the difference between the net disposal proceeds and the
carrying amount of the asset) is included in profit or loss in the period in which the item is derecognised,
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3. MATERIAL ACCOUNTING POLICIES (CONTINUED)

Intangible assets

Research and development costs

Research costs are expensed as incurred. Costs incurred on development activities, which involve the
application of research findings to a plan or design for the production of new or substantially improved
products and processes, are capitalised if the product or process is technically and commercially feasible and
the Group has sufficient resources to complete the development. The expenditure capitalised includes the
cost of materials, direct labour and an appropriate proportion of overheads. Other development expenditure
is recognised in profit or loss as an expense as incurred. When the asset is available for use, the capitalised
development costs are amortised on a straight-line basis over their estimated useful lives.

During the Track Record Period, no development cost was capitalised by the Group.

Intangible assets acquired separately — trademarks

The initial cost of licensed trademarks is capitalised. Trademarks are carried at cost less accumulated
amortisation and accumulated impairment losses. Amortisation is provided on the straight-line basis over
their estimated useful lives of 2 to 3 years.

Financial instruments

Financial assets

Recognition and derecognition

Financial assets are recognised when and only when the Group becomes a party to the contractual
provisions of the insiruments and on a trade date basis.

A financial asset is derecognised when and only when (i) the Group’s contractual rights to future cash flows
from the financial asset expire or (i) the Group transfers the financial asset and either (a) it transfers
substantially all the risks and rewards of ownership of the financial asset, or (b) it neither transfers nor retains
substantially all the risks and rewards of ownership of the financial asset but it does nat retain control of the
financial asset.

If the Group retains substantially all the risks and rewards of ownership of a transferred financial asset, the
Group continues to recognise the financial asset.

If the Group neither transfers nor retains substantially all the risks and rewards of ownership and continues o
control the transferred asset, the Group recognises the financial asset to the extent of its continuing
involvement and an associated liability for amounts it may have to pay.

Classification and measurement

Financial assets {except for trade receivables without a significant financing companent which are initially
measured at their transaction price) are initially recognised at their fair value plus, in the case of financial
assets not carried at fair value through profit or loss (“FVPL"), transaction costs that are directly attributable
to the acquisition of the financial assets. Such trade receivables are initially measured at their transaction
price.

On initial recognition, a financial asset is classified as (i) measured at amortised cost; (ii) debt investment
measured at fair value through other comprehensive income (“FVOCI); (i) equity investiment measured at
FVOCI; or {iv) measured at FVPL.

The classification of financial assets at initial recognition depends on the Group's business model for
managing the financial assets and the financial asset’s contractual cash flow characteristics. Financial assets
are not reclassified subsequent to their initial recognition unless the Group changes its business model for
managing them, in which case all affected financial assets are reclassified on the first day of the first interim
reporting period following the change in the business model.
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3. MATERIAL ACCOUNTING POLICIES (CONTINUED)

Financial instruments (Continued})

Financial assets (Continued)

Classification and measurement (Continued)

Financial assets measured at amortised cost

A financial asset is measured at amortised cost if it meets both of the following conditions and is not
designated as FVPL:

(i) it is held within a business model whose objective is to hold financial assets in order to collect
contraciual cash flows; and

(i) its 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 at amortised cost are subsequently measured using the effective interest method and are
subject to impairment. Gains and losses arising from impairment, derecognition or through the amortisation
process are recognised in profit or loss.

Financial liabilities

Recognition and derecognition

Financial liabilities are recognised when and only when the Group becomes a party to the contractual
provisions of the instruments.

A financial liability is derecognised when and only when the liability is extinguished, that is, when the
obligation specified in the relevant contract is discharged, cancelled or expires.

Classification and measurement
Financial liabilities are initially recognised at their fair value plus, in the case of financial liabilities not carried
at FVPL, transaction costs that are directly attributable to the issue of the financial liabilities.

All financial liabilities, except for financial liabilities at FVPL, are recognised initially at their fair value and
subsequently measured at amortised cost, using the effective interest method, unless the effect of
discounting would be insignificant, in which case they are stated at cost.

impairment of financial assets

The Group recognises loss allowances for expected credit losses (“ECL") on financial assets that are
measured at amortised cost. Except for the specific treatments as detailed below, at each reporting date, the
Group measures a loss allowance for a financial asset at an amount equal to the lifetime ECL if the credit risk
on that financial asset has increased significantly since initial recognition. If the credit risk on a financial asset
has not increased significantly since initial recognition, the Group measures the loss allowance for that
financial asset at an amount equal to 12-month ECL.

Measurement of ECL
ECL is a probability-weighted estimate of credit losses (i.e. the present value of all cash shortfalls) over the
expected life of the financial instrument.

For financial assets, a credit loss is the present value of the difference between the contractual cash flows
that are due to an entity under the contract and the cash flows that the entity expecis to receive.
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3.

MATERIAL ACCOUNTING POLICIES (CONTINUED)

Financial instruments {Continued)

impairment of financial assets {Continued)

Measurement of ECL (Continued)

Lifetime ECL represents the ECL that will result from all possible default events over the expected life of a
financial instrument while 12-month ECL represents the portion of lifetime ECL that is expected to result from
default events on a financial instrument that are possible within 12 months after the reporting date.

Where ECL is measured on a collective basis, the financial instruments are grouped based on the following
one or more shared credit risk characteristics:

(i} past due information;

(i) nature of financial instruments;

iii) nature of collateral (if any);

(iv) industry of debtors;

(v) geographical location of debtors; and

(vi) external credit risk ratings.

Loss allowance is remeasured at each reporting date to reflect changes in the financial instrument's credit
risk and loss since initial recognition. The resulting changes in the loss allowance are recognised as an
impairment gain or loss in profit or loss with a corresponding adjustment to the carrying amount of the
financial instrument.

Definition of default

The Group considers the folowing as constituting an event of default for internal credit risk management
purposes as historical experience indicates that the Group may not receive the outstanding contractual
amounts in full if the financial asset that meets any of the following criteria:

{i) 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); or

(i) there is a breach of financial covenants by the counterparty.

Irrespective of the above analysis, the Group considers that default has occurred when a financial asset is
more than 90 days past due unless the Group has reasonable and supportable information to demonstrate
that a mare lagging default criterion is more appropriate.

Assessment of significant increase in credit risk

In assessing whether the credit risk on a financial instrument has increased significantly since initial
recognition, the Group compares the risk of a default occurring on the financial instrument at the reporting
date with the risk of a default occurring on the financial instrument 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 informaticn that is available without undue
cost or effort. In particular, the following information is taken into account in the assessment:

. the debtor's failure to make payments of principal or interest on the due dates;

. an actual or expected significant deterioration in the financial instrument’s external or internal credit
rating (if available);

. an actual or expected significant deterioration in the operating results of the debtor; and

actual or expected changes in the technological, market, economic or legal environment that have or
may have a significant adverse effect on the debtor's ability to meet its obligation to the Group.

28



Soft International Group Ltd

Notes to the Combined Financial Statements
Years ended 31 December 2021, 2022 and 2023 and nine months ended 30 September 2024

3. MATERIAL ACCOUNTING POLICIES (CONTINUED)

Financial instruments (Continued)

Impairment of financial assets (Continued)

Assessment of significant increase in credit risk (Continued)

Irrespective of the outcome of the above assessment, the Group presumes that the credit risk on a financial
instrument has increased significantly since initial recognition when contractual payments are mare than 30
days past due.

Notwithstanding the foregoing, the Group assumes that the credit risk on a financial instrument has not
increased significantly since initial recognition if the financial instrument is determined to have low credit risk
at the reporting date.

Low credit risk
A financial instrument is determined to have low credit risk if:

i it has a low risk of default;

(i) the borrower has a strong capacity to meet its contractual cash flow obligations in the near term; and

i) 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’s bills receivables guaranteed by banks, pledged bank deposits, cash and cash equivalents and
other receivables placed in financial institutions are determined to have low credit risk.

Simplified approach of ECL

For trade receivables without a significant financing compeonents or otherwise for which the Group applies the
practical expedient not to account for the significant financing components, the Group applies a simplified
approach in calculating ECL. The Group recognises a loss allowance based on lifetime ECL at each
reporting date and has established a provision matrix that is based on its historical credit loss experience,
adjusted for forward-looking factors specific to the debtors and the economic environment.

Credit-impaired financial asset

A financial asset is credit-impaired when one or mere 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;

(e} the disappearance of an active market for that financial asset because of financial difficulties; or

4] the purchase or origination of a financial asset at a deep discount that reflects the incurred credit
losses.

Write-off

The Group writes off a financial asset when the Group has no reasonable expectations of recovering the
contractual cash flows on a financial asset in its entirety or a portion thereof. The Group expects ho
significant recovery from the amount written off. However, financial assets that are written off could still be
subject to enforcement activities under the Group's procedures for recovery of amounts due, taking into
account legal advice if appropriate. Any subsequent recovery is recognised in profit or loss.
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MATERIAL ACCOUNTING POLICIES (CONTINUED)

Cash equivalents

For the purpose of the combined statements of cash flows, cash equivalents represent short-term highly
liquid investments which are readily convertible into known amounts of cash and which are subject to an
insignificant risk of changes in value, net of bank overdrafts (if any).

Revenue recognition

Revenue from contracts with customers within IFRS 15

Nature of goods or services

The nature of the goods or services provided by the Group is manufacturing and sales of disposable
hygienic products and nonwoven fabrics.

Identification of performance obligations
At contract inception, the Group assesses the goods or services promised in a contract with a customer and
identifies as a performance obligation each promise to transfer to the customer either:

(a) a good or service (or a bundle of goods or services) that is distinct; or
(b) a series of distinct goods or services that are substantially the same and that have the same pattern
of transfer to the customer.

A good or service that is promised to a customer is distinct if both of the following criteria are met:

(a) the customer can benefit from the goed or service either on its own or together with other resources
that are readily available to the customer (j.e. the good or service is capable of being distinct); and
(b} the Group's promise to transfer the good or service to the customer is separately identifiable from

other promises in the contract (i.e. the promise to transfer the good or service is distinct within the
context of the contract).

Timing of revenue recognition

Revenue is recognised when (or as) the Group satisfies a performance obligation by transferring a promised
good or service {i.e. an asset) to a customer. An asset is transferred when (or as) the customer obtains
control of that asset.

The Group fransfers control of a good or service aver time and, therefore, satisfies a performance obligation
and recognises revenue over time, if one of the following criteria is met:

(a) the customer simultaneously receives and consumes the benefits provided by the Group's
performance as the Group performs,;

(b) the Group's performance creates or enhances an asset (for example, work in progress) that the
customer controls as the asset is created or enhanced; 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.

If a performance obligation is not satisfied over time, the Group satisfies the performance obligation at a point
in time when the customer obtains control of the promised asset. In determining when the transfer of control
occurs, the Group considers the concept of control and such indicators as legal title, physical possession,
right to payment, significant risks and rewards of ownership of the asset, and customer acceptance.

Revenue from sales of disposable hygienic products and nonwoven fabrics are recognised at a point in time

at which the customer obtains the control of the promised asset, which generally coincides with the time
when the goods are delivered to customers and the title is passed.
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MATERIAL ACCOUNTING POLICIES (CONTINUED)

Revenue recognition {Continued)

Revenue from contracts with customers within [FRS 15 (Continued)

Transaction price: significant financing components

When the contract contains a significant financing component (i.e. the customer or the Group is provided with
a significant benefit of financing the transfer of goods or services to the customer), in determining the
fransaction price, the Group adjusts the promised consideration for the effects of the time value of money.
The effect of the significant financing component is recognised as an interest income or interest expense
separately from revenue from coniracis with customers in profit or loss.

The Group determines the interest rate that is commensurate with the rate that would be reflected in a
separate financing transaction between the Group and its customer at contract inceplion by reference to,
where appropriate, the interest rate implicit in the contract (i.e. the interest rate that discounts the cash selling
price of the goods or services to the amount paid in advance ¢r arrears), the prevailing market interest rates,
the Group's borrowing rates and other relevant creditworthiness information of the customer of the Group.

The Group has applied the practical expedient in paragraph 63 of IFRS 15 and does not adjust the
consideration for the effect of the significant financing component if the period of financing is one year or less.

Variable consideration

If the consideration promised in a contract includes a variable amount, the Group estimates the amount
of consideration to which il will be entitled in exchange for transferring the promised goods or services to
a customer. The variable consideralion is estimated by using either the expected-value or the most-likely-
amount method whichever is better to predict the entitled amount. The estimated variable consideration
is then included in the transaction price only to the extent that it is highly probable that a significant
reversal in the amount of cumulative revenue recognised of the contract will not occur when the
uncertainty associated with the variable consideration is subsequently resolved.

(i) Refund liabilities

The Group grants certain customers with the right to return the products with defective or counterfeit, or
for reasons such as a misrepresentation or misleading product description, or within the predetermined
period for unconditional retumn. At the point of sale, a refund liability and a corresponding adjustment to
revenue is recognised for those products expected to be returned. At the same time, the Group
recognises a right to returned goods asset and a cerresponding adjustment to cost of sales in respect
of the right to recover the product when custormers exercise their right of return. With reference to its
historical experience and its expectation of future returns as adjusted for current relevant information,
the Group estimates the number of returns using the most-likely-amount method and assesses
whether the estimated variable consideration is constrained. Any significant estimation variances will be
analysed and taken into consideration in the current estimation and assessment. Typically, the
estimated consideration is not constrained.

During the Track Record Period, the Group estimated and adjusted the refund liabilities to revenue from

fime to time and there were no significant product return from customers which is subject to refund
liabilities at the end of each reporting period.
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MATERIAL ACCOUNTING POLICIES (CONTINUED)

Revenue recognition (Continued)

Revenue from contracts with customers within IFRS 15 (Continued)

Principal versus agenf

When another party is involved in providing goods or services fo 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 principat) or to arrange for those goods or services to be provided by the cother party (i.e. the
Group is an agent).

The Group is a principal if it controls the specified good or service before that geod 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 1o the customer. When the Group acts as an agent, it
recegnises revenue in the amount of any fee or commission to which it expects to be entitled in exchange for
specified goods or services to be provided by the other party.

The Group is acting as a principal for all of its goods as the Group controls all of its goods before the good
fransferred to its customers and its performance obligation is te transfer those goods to its customers.

Interest income

Interest income from financial assets is recognised using the effective interest method. For financial
assels measured at amortised cost that are net credit-impaired, the effective interest rate is applied to the
gross carrying amount of the assets while it is applied to the amortised cost (i.e. the gross carrying
amount net of loss allowance) in case of credit-impaired financial assets.

Rental income

Rental income from leases is recognised on a straight-line basis over the term of the relevant lease.
Initial direct costs incurred in negotiating and arranging a lease are added to the carrying amount of the
leased asset and recognised on a straight-line basis over the lease term.

Contract liabilities

If a customer pays consideration, or the Group has a right to an amount of consideration that is unconditional,
before the Group transfers a good or service to the customer, the contract is presented as a contract liability
when the payment is made or the payment is due (whichever is earlier). A receivable is the Group's right to
consideration that is unconditional or only the passage of time is required before payment of that
consideration is due.

Contract liabilities in relation to the non-refundable receipts in advance is reported under “Other Payables”,
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Foreign currency translation

Items included in the financial statements of each of the Group's entities are measured using the currency of
the primary economic environment in which the entity operates (the “functional currency”). The Combined
Financial Statements is presented in RMB and rounded to the nearest thousands unless otherwise indicated.
The Company's functional currency is HK$ and the functional currency of majority of the Group's subsidiaries
is RMB.

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing
at the dates of the transactions. Foreign exchange gains and losses resulting from the seitlement of such
transactions and from the translation at period-end exchange rates of monetary assets and liabilities
denominated in foreign currencies are recognised in profit or loss.

The results and financial position of all the group enities that have a functional currency different from the
presentation currency (“foreign operations”) are translated into the presentation currency as follows:

. assets and liabilities for each statement of financial position presented are translated at the closing rate
at the end of the reporting period;

. income and expenses for each statement of profit or loss and other comprehensive income are
translated at average exchange rate;

« all resuliing exchange differences arising from the above translation and exchange differences arising
from a monetary item that forms part of the Group’s net investment in a foreign operation are
recognised as a separate component of equity;

+ on the disposal of a foreign cperation, which includes a disposal of the Group's entire interest in a
fareign operation and a dispesal involving the loss of control over a subsidiary that includes a foreign
operation, the cumulative amount of the exchange differences relating to the foreign operation that is
recognised in other comprehensive income and accumulated in the separate component of equity is
reclassified from equity to profit or loss when the gain or loss on disposal is recoegnised; and

« on the partial disposal of the Group's interest in a subsidiary that includes a foreign operation which
does not result in the Group losing control over the subsidiary, the proportionate share of the cumulative
amount of the exchange differences recognised in the separate component of equity is re-atiributed to
the non-controlling interests in that foreign operation and are not reclassified to profit or loss.

Inventories

Inventories are stated at the lower of cost and net realisable value. Cost, which comprises all costs of
purchase and, where applicable, other costs that have been incurred in bringing the inventories to their
present location and condition, is calculated using the weighted average cost method. Net realisable value
represents the estimated selling price in the ordinary course of business less the estimated costs necessary
to make the sale.

When inventories are saold, the carrying amount of those inventories is recognised as an expense in the
period in which the related revenue is recognised. The amount of any write-down of inventories to net
realisable value and all losses of inventories are recognised as an expense in the period of the write-down or
loss accurs. The amount of any reversal of any write-down of inventories is recognised as a reduction in the
amount of inventories recognised as an expense in the pericd in which the reversal occurs.
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Impairment of other assets

At the end of each reporting period, the Group reviews internal and external sources of information to
assess whether there is any indication that the Group’s intangible assets, property, plant and equipment,
right-of-use assets and the Company’s investment in a subsidiary may be impaired or impairment loss
previously recognised no longer exists or may be reduced. If any such indication exists, the recoverable
amount of the asset is estimated, based on the higher of its fair value less costs of disposal and value in
use. Where it is not possible to estimate the recoverable amount of an individual asset, the Group
estimates the recoverable amount of the smallest group of assets that generates cash flows
independently (i.e. cash-generating unit).

If the recoverable amount of an asset or a cash-generating unit is estimated to be less than its carrying
amount, the carrying amount of the asset or cash-generating unit is reduced to its recoverable amount.
Impairment losses are recognised as an expense in profit or loss immediately.

A reversal of impairment loss is limited to the carrying amount of the asset or cash-generating unit that would
have been determined had no impairment loss been recognised in prior periods. Reversal of impairment loss
is recognised as income in profit or loss immediately.

Borrowing costs

Borrowing costs incurred, net of any investment income on the temporary investiment of the specific
borrowings, that are directly atiributable to the acquisition, construction or production of qualifying assets, i.e.
assets that necessarily take a substantial period of time to get ready for their infended use or sale, are
capitalised as part of the cost of those assets. Capitalisation of such borrowing costs ceases when the
assets are substantially ready for their intended use or sale. All other borrowing costs are recognised as an
expense in the period in which they are incurred.

Government grants

Government grants are recognised at their fair value where there is reasonable assurance that the grant will
be received and all attaching cenditions will be complied with. When the grant relates to an expense item, it
is recognised as income over the periods necessary to match the grant on a systematic basis to the costs
that it is intended to compensate. Where the grant relates to an asset, the fair value is recognised as a
deduction from the carrying amount of the relevant asset and is released to profit or loss over the expected
useful life of the relevant asset by equal annual instalments.

Leases

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

The Group as Jessee
The Group applies the recognition exemption to short-term leases and low-value asset leases. Lease

payments associated with these leases are recognised as an expense oh a straight-line basis over the lease
term.

The Group has elected not to separate non-lease components from lease components, and accounts for
each lease component and any associated non-lease components as a single lease component.

The Group acceunts for each lease compenent within a lease confract as a lease separately. 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, where applicable, the aggregate stand-alone price of the non-lease
components.
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Leases (Continued)

The Group as lessee (Continued}

Amounts payable by the Group that do not give rise to a separate component are considered to be part of
the total consideration that is allocated to the separately identified components of the contract.

The Group recognises a right-of-use asset and a lease liability at the commencement date of the lease.

The right-of-use asset is initially measured at cost, which comprises

(a) the amount of the initial measurement of the lease kability;

(b} any lease payments made at or before the commencement date, less any lease incentives received;
() any initial direct costs incurred by the Group; and

(d) an estimate of costs to be incurred by the Group in dismantling and removing the underlying asset,

restoring the site on which it is ocated or restoring the underlying asset to the condition required by
the terms and conditions of the lease, unless those ¢osts are incurmred to produce inventories.

Subsequently, the right-of-use asset is measured at cost less any accumulated depreciation and any
accumulated impairment losses and adjusted for any remeasurement of the lease liability. Depreciation is
provided on a straight-line basis over the shorter of the lease term and the estimated useful lives at the
annual rates/useful lives of the right-of-use asset (unless the lease transfers ownership of the underlying
asset 1o the Group by the end of the lease term or if the cost of the right-of-use assel reflects thal the Group
will exercise a purchase opticn — in which case depreciation is provided over the estimated useful life of the
underlying asset) as follows:

Leasehold land 50 years
Leased properties QOver the lease term

The lease liability is initially measured at the present value of the lease payments that are not paid at the
commencement date of the contract.

The lease payments included in the measurement of the lease liability comprise the following payments for
the right to use the underlying asset during the lease term that are not paid at the commencement date:

(a) fixed payments {including in-substance fixed payments), less any lease incentives receivable;

(b) variable lease payments that depend on an index or a rate;

(c) amounts expected to be payable under residual value guarantees;

(d) exercise price of a purchase option if the Group is reasonably certain to exercise that option; and

(e) payments of penalties for terminating the lease, if the lease term reflects the Group exercising an

option to terminate the lease.

The lease payments are discounted using the interest rate implicit in the lease, or where it is not readily
determinable, the incremental borrowing rate of the lessee.

Subsequently, the lease liability is measured by increasing the carrying amount to reflect interest on the
lease liability and by reducing the carrying amount to reflect the lease payments made.
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Leases (Continued)

The Group as lessee (Continued)

The lease liability is remeasured using a revised discount rate when there are changes to the lease
payments arising filom a change in the lease term or the reassessment of whether the Group will be
reasonably certain to exercise a purchase option.

The lease liability is remeasured by using the original discount rate when there is a change in the residual
value guarantee, the in-substance fixed lease payments or the future lease payments resuiting from a
change in an index or a rate (other than floating interest rate). In case of a change in future lease payments
resulting from a change in floating interest rates, the Group remeasures the lease liability using a revised
discount rate.

The Group recognises the amount of the remeasurement of the lease liability as an adjustment to the right-
of-use asset. If the carrying amount of the right-of-use asset is reduced to zero and there is a further
reduction in the measurement of the lease liability, the Group recognises any remaining amount of the
remeasurement in profit or loss.

A lease maodification is accounted for as a separate lease if

(a) the modification increases the scope of the lease by adding the right to use one or more underlying
assets; and
{b) the consideration for the lease increases by an amount commensurate with the stand-alone price

far the increase in scope and any appropriate adjustments to that stand-alone price to reflect the
circumstances of the particular contract.

When a lease modification is not accounted for as a separate lease, at the effective date of the lease
modification,

{a} the Group allocates the consideration in the modified contract on the basis of relative stand-alone
price as described above,

(b) the Group determines the lease term of the modified contract;

(c) the Group remeasures the lease liability by discounting the revised lease payments using a revised
discount rate over the revised lease term;

(d) for lease modifications that decrease the scope of the lease, the Group accounts for the

remeasurement of the lease liability by decreasing the carrying amount of the right-of-use asset to
reflect the partial or full termination of the lease and recognising any gain or loss relating to the
partial or full termination of the lease in profit or loss; and/or

(e) for all other lease modifications, the Group accounts for the remeasurement of the lease liability by
making a corresponding adjustment to the right-of-use asset.
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Leases (Continued)

The Group as lessee (Continued)

The practical expedient applies only to rent concessions occurring as a direct consequence of the COVID-18
pandemic and only if all of the following conditions are met:

(a) the change in lease payments results in revised consideration for the lease that is substantially the
same as, or less than, the consideration for the lease immediately preceding the change;

(b) any reduction in lease payments affects only payments originally due on or before 30 June 2022;
and

(c) there is no substantive change to other terms and conditions of the lease.

The Group has applied the practical expedient consistently to all eligible rent concessions with similar
characteristics and in similar circumstances.

The Group as lessor

The Group classifies each of its leases as either a finance lease or an operating fease at the inception date
of the lease. A lease is classified as a finance lease if it transfers substantially all the risks and rewards
incidental to ownership of the underlying asset. All other leases are classified as operating leases.

The Group accounts for each lease component within a lease contract as a lease separately from non-lease
components of the contract. The Group allocates the consideration in the contract to each lease component
on a relative stand-alone price basis.

Operating lease
The Group applies the derecognition and impairment requirements in IFRS 9 to the operaling lease
receivables.

A modification to an operating lease is accounted for as a new lease from the effective date of the
madification, considering any prepaid or accrued lease payments relating to the original lease as part of the
lease payments for the new lease.

The Group's rental income from operating lease is recognised to profit or loss on a straight-line basis over
the term of the relevant lease.

Employee benefits

Short term employee benefits

Salaries, annual bonuses, paid annual leave and the cost of non-monetary benefits are accrued in the period
in which the associated services are rendered by employees.

Defined confribution plans

The obligations for contributions to defined contribution retirement scheme are recognised as an expense in
profit or loss as incurred. The assets of the scheme are held separately from those of the Group in an
independently administered fund.

In accordance with the rules and regulations in the PRC, the employees of the Group’s entities established in
the PRC are required to participate in defined contribution retirement plans organised by loca! governments.
Contributions to these plans are expensed in profit or loss as incurred and other than these maonthly
contributions, the Group has ne further obligation for the payment of retirement benefits to its employees.
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Taxation

The charge for current income tax is hased on the results for the period as adjusted for items that are non-
assessable or disallowed. It is calculated using tax rates that have been enacted or substantively enacted by
the end of each reporting period.

Deferred tax is provided, using the liability methad, on all temporary differences at the end of each reporting
period between the tax bases of assets and liabilities and their carrying amounts in the Combined Financial
Statements. However, any deferred tax arising from initial recognition of goodwill; or other asset or Hability in
a transaction other than a business combination that at the time of the transaction affects neither the
accounting profit nor taxable profit or loss is not recognised.

The deferred tax assets and liabilities are measured at the tax rates that are expected to apply o the period
when the asset is recovered or the liability is seftled, based on tax rates and tax laws that have been enacted
or substantively enacted at the end of each reporting period.

Deferred tax assets are recognised to the extent that it is probable that future taxable profit will be available
against which the deductible temporary differences, tax losses and credits can be utilised.

Deferred tax is provided on temporary differences arising on investments in subsidiaries, except where the
timing of the reversal of the temporary differences is controlled by the Group and it is probable that the
temporary difference will not reverse in the foreseeable future.

Related parties
A related party is a person or entity that is related to the Group, that is defined as:

(a) A person or a close member of that person's family is related to the Group if that person:
(i) has control ar joint control over the Group;
(i) has significant influence over the Group; or
(i) is a member of the key management personnel of the Group or of a holding company of the
Group.

{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 holding
company, subsidiary and fellow subsidiary is related o the others);

(i) one entity is an associate or joint venture of the cther entity {or an associate or joint venture of
a member of a group of which the ofher entity is a member);

(i)  both entities are joint ventures of the same third party;

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

(v} the entity is a post-employment benefit plan for the benefit of employees cf 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 controlied 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 holding company of the entity); and

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

Close members of the family of a person are those family members who may be expected fo influence, or be
influenced by, that person in their dealings with the entity and include:

(a) that person's children and spouse or domestic partner;
(b) children of that person's spouse or domestic partner; and
(c) dependants of that person or that person’s spouse or domestic partner.

In the definition of a related party, an associate includes subsidiaries of the associate and a joint venture
includes subsidiaries of the joint venture.

Segment reporting

Operating segments, and the amounts of each segment item reported in the Combined Financial
Statements, are identified from the financial information provided regulary to Group's most senior
executive management for the purpose of allocating resources to, and assessing the performance of, the
Group's various lines of business.

Individual 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.

Critical accounting estimates and judgements

Estimates and assumptions concerning the future and judgements are made by the management of the
Group in the preparation of the Combined Financial Statements. They affect the application of the Group's
accounting policies, reported amounts of assets, liabilities, income and expenses, and disclosures made.
They are assessed on an on-going basis and are hased on experience and relevant factors, including
expectations of future events that are believed to be reasonable under the circumstances. Where
appropriate, revisions to accounting estimates are recognised in the period of revision and future periods, in
case the revision also affects future periods.

Key sources of estimation uncerfainty:

{) Useful lives of intangible assets, property, plant and equipment and right-of-use assets
The management of the Group determines the estimated usefu) lives of the Group’s intangible
assets, property, plant and equipment and right-of-use assets based on the historical experience of
the actual useful lives of the relevant assets of similar nature and functicns. The depreciation and
amortisation expenses for future periods are adjusted if there are significant changes from previous
estimates.

(i) Impairment of non-financial assets

The management of the Group determines whether the Group’s intangible assets, property, plant
and equipment and right-of-use assets are impaired when an indication of impairment exists. This
requires an estimation of the recoverable amount of intangible assets, property, plant and
equipment and right-of-use assets, which is equal to the higher of fair value less costs of disposal
and value in use. Estimating the value in use requires the management to make an estimate of the
expected future cash flows from intangible assets, property, plant and equipment and right-of-use
assets and also to choose a suitable discount rate in order to calculate the present value of those
cash flows. Any impairment will be charged to profit or loss.
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3. MATERIAL ACCOUNTING POLICIES (CONTINUED)

Critical accounting estimates and judgements (Continued)
Key sources of estimation uncertainty: {Continued)

(iii}

(iv)

(v)

(vi)

(vii)

Allowance for inventories

The management of the Group reviews the inventory ageing analysis periodically and where
applicable, makes allowances for inventeries that are identified as obsolete, slow-moving or no longer
recoverable or suitable for use in production. The Group carries out the inventory review on a product-
by-product basis and makes allowances at the end of each reporting period by reference to

management's estimation of the net realisable value based on the latest market prices and current
market conditions.

Loss allowance for ECL

The management of the Group estimates the loss allowance for trade and other receivables by using
various inputs and assumplions including risk of a default and expected loss rate. The estimation
involves high degree of uncertainty which is based on the Group's histarical information, existing
marketl conditions as well as forward-locking estimates at the end of each reporting period. Where the
expectation is different from the original estimate, such difference will impact the carrying amount of
trade and other receivables.

Income faxes

Significant estimates are required in determining the provision for income taxes and deferred
taxation. There are transactions and calculations for which the ultimate tax determination is
uncertain where the final tax outcome of these matters may be different from the amounts that
were inilially recorded and such differences will affect the income 1ax and deferred tax provision in
the period in which such determination is made.

Deferred tax assets

Deferred tax assets are recognised for unused tax losses to the extent that it is probable that
taxable profit will be available against which the losses can be utilised. Significant management
judgement is required to determine the amount of deferred tax assets that can be recognised,
based upon the likely timing and level of future taxable profits together with future tax planning
strategies. In cases where the actual future profits generated are different from the original
estimate, a material recognition of deferred tax assets may arise, which would be recognised in
profit or loss in the period in which such estimate is changed.

Fair value of investment properties

Investment properties are revalued at the end of each reporting period based on the appraised
market value provided by an independent professional valuer. Such valuations are based on
certain assumptions, which are subject to uncertainty and might materially differ from the actual
results. In making the estimation, the Group considers information from current prices in an active
market for similar properties and uses assumptions that are mainly based on market conditions
existing at the end of each reporting period.

The most significant input for the Group's estimation of the fair value is market price for similar
properties adjusted for age, location, condition, size and other relevant factors.
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3. MATERIAL ACCOUNTING POLICIES (CONTINUED)

Future changes in IFRS Accounting Standards
At the date of approving the Combined Financial Statements, the IASB has issued the following new/revised
IFRS Accounting Standards that are not yet effective for the Track Record Period, which the Group has not

early adopted.

Amendments to IAS 21 Lack of Exchangeability"

Annual Improvements to IFRS Accounting Volume 112

Standards

IFRS9and IFRS 7 Amendmenits 1o the Classification and Measurements of
Financial Instruments®

IFRS 18 Presentation and Disclosure in Financial Statements*

IFRS 19 Subsidiaries without Public Accountability:
Disclosure®

Amendments to IFRS 10 and IAS 28 Sale or Contribution of Assets between an Investor and its

m
@)
3)
14)

Assaociate or Joint Venturew

Effective for annual periods beginning on or after 1 January 2025
Effective for annual periods beginning on or after 1 January 2026
Effective for annual periods beginning on or after 1 January 2027
The effective date to be determined

The management of the Group does not anticipate that the adoption of the new/revised IFRS Accounting
Standards in future periods will have any material impact on the Group’s combined financial information.
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4,

SEGMENT INFORMATION

The directors of the Company have determined that the Group has only one operating and reportable
segment throughout the Track Record Period, as the Group manages its business as a whole as the
manufacturing and sales of hygienic disposahles and nonwoven fabrics. The executive directors of the
Company, being the chief operating decision-makers of the Group, regularly review the internal financial
reports on the same basis for the purposes of allocating rescurces and assessing performance of the
Group.

Geographical information
(a) Revenue from external customers

The following table sets out information about the geographical location of the Group’s revenue from
external customers. The geographical location of the revenue is presented based on the domicile of
external customers’ countries.

Year ended 31 December Nine months ended 30 September
2021 2022 2023 2023 2024
RMB'000 RMB'GO0 RMB'G0Q RMB'000 RMB'QG0
{Unaudited)
The PRC 92,683 140,188 205,759 118,980 242,531
Russia 105,371 205,506 377,452 325,741 206,214
Southeast Asia
{Note) 31,771 27,940 34,423 19,508 36,713
Kazakhstan 5,237 12,232 6,890 6,502 222
Others 28,164 22,200 30,036 22,063 34617
263,226 408,066 654,560 492 804 520,297
—— ] T —— P
Note:

Southeast Asia included the sales to extemal customers located in Malaysia, Thailand, Singapore, Indonesia, Philippines,
Vietnam and Myanmar.

(b) Non-current assets

The non-current assets information is based on the locations of assets and included the Group's
investment properties, property, plant and equipment and right-of-use assets (the “Non-current
Assets”). All of the Group's Non-current Assets were located in the PRC.

information about major customers
Details of the customers (presented by entities under common control, if appropriate) individually

accounting for 10% or more of the total revenue of the Group during the Track Record Period are as
follows;

Year ended 31 December Nine menths ended 30 September
2021 2022 2023 2023 2024
RMB'000 RMB'000 RMB'000 RMEB’'000 RMB'0G0
{Unaudited)
Sales of hygienic
disposables and
nanwoven fabrics
Customer A 31,053 128,429 318,983 276,540 191,434
Customer B 31,555 Note Note Note Nole

Note: Customer B contributed less than 10% of the Group's total revenue during the respective periods
for the Track Record Period.
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5.

REVENUE
Year ended 31 December Nine months ended 30 September
2021 2022 2023 2023 2024
RMB'G00 RMB'C00 RMB'000 RMB000 RMB'GOD
(Unaudited)
Revenue from
contracts with
customers
within IFRS 15
At a point in ime
Sales of hygienic
disposables
- Babycare 228,498 322,077 467 960 388,852 286,151
- Feminine care 1,057 1,994 113,744 51,726 157,997
- Adult incontinence 12,313 6,714 13,419 10,041 14,305
- Others 19,196 10,425 7,269 6,565 3,839
261,064 341,210 602,392 457,184 462,392
Sales of nonwoven
fabrics and others 2,162 66,856 52,168 35,620 57,905
263,226 408,066 654,560_ 492,804 520,297

Note: The revenue recognised for the years ended 31 December 2021, 2022 and 2023 and the nine months ended
30 September 2023 and 2024, which was included in the contract liabilities at the beginning of respective
reporting pericds were approximately RMB17,970,000, RMB13,054,000, RMB27,498,000, RMB26,261,000
{unaudited) and RMBZ20,189,000, respectively (Note 21(c}).

OTHER INCOME
Year ended 31 December Nine months ended 30 September
2021 2022 2023 2023 2024
RMB'002 RMB'000 RMB'000 RMB'000 RMB000
{Unaudited)
Exchange gain, net 108 - - 96 -
Government grants
(Note) 1,403 595 529 117 530
Interest income 314 677 216 157 406
Rental income 855 1,255 907 786 402
Sales of scrap
materials 458 1,200 10 - 2,085
Sundry income 82 5 72 18 423
3.227 3,732 1,734 1,174 3,846

Note: Government grants represent various form of subsidies granted tc the Group by the local government
authorities in the PRC for compensation of expenses incurred by the Group. These grants are generally
made for business supports and awarded to the Group on a discretionary basis. The Group received lhese
gevernment grants in respect of its investments in the PRC.

There were no unfulfilled conditions or contingencies relating to these grants during the Track Record Period.,
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7. PROFIT BEFORE TAX

This is stated after charging (crediting):

Year ended 31 December Nine months ended 30 September

2021 2022 2023 2023 2024
RMB'G00 RMB'000 RMEB'000 RMEB'000 RMB'G00
(Unaudited)
Finance costs
Interest on interest-
bearing borrowings 256 545 766 544 483
Interest on lease
liabilities 5 3 10 5 18
261 548 776 549 501
Staff costs (including
directors’
emoluments}
Salaries, discretionary
bonus, allowances
and other benefits in
kind 21,577 27,802 35,744 27,326 14,840
Contributions to defined
contribution plans 1,999 5,552 5,269 4,100 2,515
23,576 33,354 41,013 31,426 17,355
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7.

PROFIT BEFORE TAX (CONTINUED)

Year ended 31 December Nine months ended 3¢ September
2021 2022 2023 2023 2024
RMB'000 RMEB'000 RMB'000 RMB'000 RMB'000
(Unaudited)

Other items
Auditors’ remuneration 8 9 9 4 4
Amortisation of

intangible assets

(charged to "selling

and distribution

expenses”) 1,193 952 23 159 333
Cost of inventories

{Note (a)) 206,492 296,840 457,293 349,862 358,233
Depreciation of

property, plant and

equipment (charged

to “cost of sales”,

"selling and

distribution

expenses” and

“administrative and

other operating

expenses’, as

appropriate) 7,928 11,284 16,117 10,968 12,851
Depreciation of right-of-

use asssets (charged

to “cost of sales” and

“administrative and

ather operating

expenses”) 931 931 1,020 734 883
Direct operating

expenses arising

from investment

properties that

generate rental

income 820 445 414 312 203
Exchange (gain) loss,

net (108) 1,720 34 {(96) 207
Expenses recognised

under short-term

leases 97 4 292 292 -
Listing expenses - - 5,981 1,156 10,698

Loss on disposal of

praperty, plant and

equipment, net - - 99 - -
Research and

development

expenses (Note (b)) 9,812 12,895 20,638 13,779 14,899
Notes:
(a) Cost of inventories included approximately RMB21,999,000, RMB30,221,000, RMB39,889,000,

RMB829,419,000 (unaudited) and RMB19,688,000 relating o the aggregated amount of certain staff costs,
depreciation of property, plant and equipment and right-of-use assets which were included in the
respective amounts as disclosed above during the years ended 31 December 2021, 2022 and 2G23 and
the nine months ended 30 September 2023 and 2024, respectively,

During the Track Record Pericd, the Group carried out several research and development projects for (i}
enhancement of the existing products quality and production efficiency and (i) development of new
products {together, the “Research and Development Activities”). Having considered the enhancement to
the existing products’ quality and preduction efficiency cannot be clearly quantified and the technical
feasibility for the completion of new projects are uncontrollable, the costs incurred in the Research and
Development Activities are recognised in the profit or less as incurred during the Track Record Period.

45



Soft International Group Ltd

Notes to the Combined Financial Statements
Years ended 31 December 2021, 2022 and 2023 and nine months ended 30 September 2024

8.

DIRECTORS’ REMUNERATION

The Company was incorporated in the Cayman Islands on 22 November 2023. Mr. Ngan Pui Kuan, Mr.
Zeng Guodong, Mr. Gao Yue and Mr. Zhou Jiahao were appointed as executive directors of the
Company on 4 December 2023, 8 May 2024, 8 May 2024 and 8 May 2024, respectively. Mr. Cai Hao
was appointed as non-executive director of the Company on 8 May 2024. Ms. Leong Kai Weng Subrina,
Mr. Wong Tai Wai David and Mr. Ng Brian Hong Jing were appointed as independent non-executive
directors of the Company on 10 March 2025.

Certain directors of the Company received remuneration from the Group during the Track Record Period
for their appointment as employees of these entities. The aggregate amounts of remuneration received
and receivable by the directors of the Company during the Track Record Period are set out below.

Year ended 31 December 2021

Salaries, Contributions
allowances to defined
Diractors’ and other Discretionary contribution
fees  benefits in Kind bonus plans Tota!
RMB'060 RMB 000 RMB'000 RMB'000 RMB'000
Executive directors
Mr. Ngan Pui Kuan : 179 . 4 183
Mr. Zeng Guodong - 142 - - 142
Mr. Gao Yue : 111 . 5 116
Mr. Zhou Jiahao . 66 - - &6
498 - 9 507
e T —
Year ended 31 December 2022
Salaries, Contributions
allowances to defined
Directors’ and other Discretionary contribution
fees beneflts in kind bonus plans Total
RMB'000 RMB'000 RMB'000 RMB000 RMB'000
Executive directors
Mr. Ngan Pui Kuan = 195 g 204
Mr. Zeng Guodong - 163 - 9 172
Mr. Gao Yue = 132 : 9 141
Mr. Zhou Jiahao z 150 5 . 150

640 £ 27 667
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8.

DIRECTORS' REMUNERATION (CONTINUED)

Year ended 31 December 2023

Salaries, Contributions
allowances to defined
Directors’ and other Discretionary contribution
fees  benefits in kind bonus plans Total
RMB'00G RMB'000 RMB'G00 RMB'000 RMB'000
Executive directors
Mr. Ngan Pui Kuan . 204 9 213
Mr. Zeng Guodong . 202 = 25 227
Mr. Gao Yue - 142 = 9 151
Mr. Zhou Jiahao . 180 _ . 180
- 728 - 43 771
Nine months ended 30 September 2023 (Unaudited)
Salaries, Contributions
allowances to defined
Directors’ and other Discretionary contribution
fees benefits in kind bonus plans Total
RMB'000 RMB'000 RMB'000 RMB'G00 RMB'000
Executive directors
Mr. Ngan Pui Kuan . 153 - 7 160
Mr. Zeng Guodong - 151 - 18 169
Mr. Gao Yue - 106 - 7 113
Mr. Zhou Jiahao - 135 - - 135

- 545 - 32 577

Nine months ended 30 September 2024

Salaries, Contributions
atlowances to defined
Directors’ and other Discretionary contribution
fees Dbenefits in kind bonus plans Total
RMB'000 RMB'G0G RMB'000 RMB™QO0 RMB000
Executive directors
Mr. Ngan Pui Kuan - 168 - 2 170
Mr. Zeng Guodeng - 151 - 22 173
Mr. Gao Yue . 108 - 10 118
Mr. Zhou Jiahao . 135 L 6 141
Non-executive director
Mr. Cai Hao - - - - -
562 . 40 602
LB B B

During the Track Record Period, no remuneration was paid by the Group to any of these directors as an
inducement fo join or upon joining the Group, or as a compensation for loss of office. There was no
arrangement under which a director waived or agreed to waive any emoluments during the Track Record
Period.
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9.

FIVE HIGHEST PAID INDIVIDUALS
An analysis of the five highest paid individuals during the Track Record Period is as follows:

Number of individuals

Year ended 31 December Nine months ended 30 September
2021 2022 2023 2023 2024
(Unaudited}
Director 2 2 2 3 3
Non-director k] 3 3 2 2
5 5 5 5 5
S e ——— .

Details of the remuneration of the above highest paid non-director individuals are as follows:

Year ended 31 December Nine months ended 30 September
2021 2022 2023 2023 2024
RMB'000 RMB'000 RMB'000 RMB000 RMB'000
{Unaudited)

Salaries, discretionary

bonus, allowances

and other benefits

in kind 457 480 557 283 284
Contributions to

defined contribution

plans 8 8 16 7 24
465 488 573 280 305
E— e——

The number of these non-director individuals whose emoluments fell within the foliowing emoluments
band is as follows:

Year ended 31 December Nine months ended 36 September
2021 2022 2023 2023 2024
{Unaudited)
Nil to HK$1,000,000 3 3 3 2 2
E— (Y —pe——_—— Y_ ]

During the Track Record Period, ne remuneration was paid by the Group to any of these highest paid
non-director individuals as an inducement to join or upon joining the Group, or as a compensation for loss
of office. There was no arrangement under which any of these highest paid non-director individuals
waived or has agreed to waive any emaluments during the Track Record Period.
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10.

TAXATION
Year ended 31 December Nine months ended 30 September
2021 2022 2023 2023 2024
RMB’GO0 RMB'000 RMB'00G RMB'000 RMB'000
{(Unaudited)
Current tax
PRC Enterprise
Income Tax (“PRC
EIT) 2,711 8,225 7,656 7,160 10,164
Deferred taxation
{Note 24)
Changes in temporary
differences {246) 820 1,267 896 359
Total income tax
expenses for the
year/pericd 2465 9,045 8,923 8,056 10,623
k- ___J e T e — ——

The Group’s entities established in the Cayman Islands and the BVI are exempted from corporate
income tax therein.

Ne provision for Hong Kong profits tax has been made as the Group had no assessable profits arising in
or derived from Hong Kong for the Track Record Period.

The Group’s entities established in the PRC are subject to the PRC EIT at a statutory rate of 25% during
the Track Record Period except for Insoftb China which has been recognised as High and New
Technology Enterprise (the "HNTE"} since December 2020 and is entitled to a preferential tax rate of
15% during the Track Record Period. The entitlement of the HNTE is subject to renewal by the tax
bureau in the PRC every three years. The latest approval of the HNTE for Insoftb China was obtained in
December 2023 for the three years ending 31 December 2026.

Reconciliation of income tax expenses

Year ended 31 December Nine months ended 30 September
2021 2022 2023 2023 2024
RMB'060 RMB'000¢ RMB'000 RMB'000 RMB'000
(Unaudited)
Profit before tax 12,467 50,904 66,612 61,728 50,985
Income tax at
statutery tax rate
applicable in
respective
territories 3,117 12,726 16,653 15,432 12,746
Effect of preferential
tax treatments (1,566) (4,285) (7,226) (6,914) 4,497)
Non-deductible
expenses 604 945 1,231 977 1,922
Unrecognised tax
losses 1,170 1,307 1,361 628 2,587
Additional tax
deduction for
research and
development
expenses (Note) {860) (1,648) (3,088) {2,067) (2,235)
Income tax expenses 2,465 9,045 8,923 8,056 10,523
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10.

11.

12,

13.

TAXATION (CONTINUED)

Note:

According to the relevant laws and regulations promulgated by the State Administration of Taxation of the PRC, an
enlerprise engaging in research and development activities is entitled to claim 175% to 200% of its qualified
research and development expenses incurred as tax deductible expenses when determining its assessable profits

for the relevant years/periods.

EARNINGS PER SHARE

No earnings per share information is presented as its inclusion, for the purpose of the Combined

Financial Statements, is not considered meaningful.

DIVIDENDS

During the Track Record Period, no dividends have been declared or paid by the entities now comprising

the Group.

INTANGIBLE ASSETS

Reconciliation of carrying amount — year ended 31 December 2021
At 1 January 2021
Amoriisation

At 31 December 2021

Reconciliation of carrying amount — year ended 31 December 2022
At 1 January 2022
Amortisation

At 31 December 2022

Reconciliation of carrying amount — year ended 31 December 2023
At 1 January 2023

Addition

Amortisation

At 31 December 2023

Reconcillation of carrying amount - nine months ended 30 September 2024
At 1 January 2024
Amortisation

At 30 September 2024

50

Trademarks
RMB'000

2,304
{1,193)

1,111

1,111
(952)

159

159
472
(231)

400

400
(333)
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13.

14,

INTANGIBLE ASSETS (CONTINUED)

Trademarks
RMB'GOG
At 31 December 2021
Cost 4,128
Accumulated amortisation (3,017}
1,111
1]
At 31 December 2022
Cost 2,858
Accumulated amortisation (2,699)
159
At 31 December 2023
Cost 3,330
Accumulated amorlisation - (2,930)
400
At 30 September 2024
Cost 3,330
Accumulated amortisation (3.263)
67

Trademarks were licensed from independent third parties in relation to the Group's ordinary business for a
pericd of 2 1o 3 years. During the year ended 31 December 2023, the licence for one of the trademarks was
extended for 1 year at a consideration of approximately RMB472,000.

INVESTMENT PROPERTIES

At 30

At 31 December September

2021 2022 2023 2024

RMB'Q00 RMB'GG0 RMB'000 RMB'600

At fair value

At the beginning of the reporting period 41,410 41,437 42,244 44,161
Changes in fair value 27 807 1,917 39
At the end of the reporting period 41,437 42 244 44 161 44,200
E——————— E—— S SE—

The Group's investment properties consist of leasehold land and buildings located in the PRC, which were
held under leases to earn rental income or for capital appreciation. During the Track Record Period, the
Group’s investment properties are leased to third parties to earn rental income under operating leases, which
are detailed in Note 16(b) fo the Combined Financial Statements.
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14,

INVESTMENT PROPERTIES (CONTINUED)

At the end of each reporting pericd, the fair value of the investment properties was determined by the Group's
management with reference fo the valuation report from an independent professional qualified valuer,
BonVision Internationai Appraisals Limited, who holds a recognised and relevant professional qualification
and has relevant experience in the location and category of the Group's investment properties being valued.
The valuations of investment properties have been arrived by adopting direct comparison approach with
reference to comparable sale transactions for similar properties in the same location and condition adjusted
for differences in key valuation attributes, such as age, location, condition and size, were used to value the
properties. The most significant input into this valuation appreach is the adjusted price per square meter. A
significant increase/decrease in the estimated price per square meter will result in a significant
increase/decrease in the fair value of the investment properties.

At 31 December 2021, 2022 and 2023 and 30 September 2024, the Group's investment properties with

carrying amount of Nil, Nil, approximately RMB44,161,000 and RMB44,200,000 were pledged to secure

banking facilities of the Group, respectively {Nofe 23).

Fair value measurement of investment properties

(a) Fair value hierarchy
The following table presents the fair value of the Group's investment properties measured at the end
of each repaorting period in the Combined Financial Statements on a recurring basis across the three
levels of the fair value hierarchy defined in IFRS 13, “Fair Value Measurement”, with the fair value
measurement categaorised in its entirety based on the lowest level input that is significant to the entire
measurement. The levels of inputs are defined as follows:

. Level 1 (highest level): quoted prices (unadjusted) in active markets for identical assets or
liabilities that the Group can access at the measurement date.

. Level 2: inputs other than quoted prices included within Level 1 that are observable for the
asset or liability, either directly or indirectly.

. Level 3 (lowest level). unobservable inputs for the asset or liability.
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14. INVESTMENT PROPERTIES

Fair value measurement of investment properties (Continued)

(a) Fair value hierarchy (Continued)
Level 1 Level 2 Level 3 Total
RMB'000 RMB'000 RMB000 RMB’000
At 31 December 2021
Recurring fair value measurement
Investment properties . 41,437 41,437
———————————a——————————————
At 31 December 2022
Recurring fair valiie measurement
Investment properties = = 42,244 42,244
S  CE——
At 31 December 2023
Recurring fair value measurement
Investment properties - - 44 161 44,161
L A
At 30 September 2024
Recurring fair value measurement
Investment properties - . 44,200 44 200
—— ESES—

During the Track Record Period, there were no transfers between Level 1 and Level 2 fair value
measurements, and no transfers into and out of Level 3 fair value measurements.

(b} Information about Level 3 fair value measurements
Below is summary of valuation techniques used and the key inputs to the valuations in respect of

invesiment properties included in Level 3 categories together with the sensitivity analysis at the end
of each of the reporting period:

Valuation

Description technique
Investment Direct
properties comparison
approach

Significant
unobservable inputs

Adjusted market price
per square meter at
RMB2,277,
RMB2,321,
RMB2,431 and
RMB2,431 per
square meter, faking
into account of age,
location, condition,
size and other
individual factors of
the subject
investment
properties and price
information of
comparable
praperties at 31
December 2021,
2022 and 2023 and
30 September 2024,
respectively

Significant
unobservable
inputs

10%

Relationship of
unobservable
inputs

to fair value

The higher
adjusted market
price per square

meter, the
higher fair value

of the
investment
properties, and
vice versa

Sensitivity of
uncbservable
inputs

Increase/decrease
10% result in
increase/decrease
in fair vaiue by
approximately
RMB4,144,000,
RMEB4,224,000,
RMB4,416,000 and
RMEB4,420,000 for
the years ended 31
December 2021,
2022 and 2023 and
the nine months
ended 30
September 2024,
respectively

The fair value measurement is based on the above assets’ highest and best use, which does not

differ from their actual use.
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15. PROPERTY, PLANT AND EQUIPMENT

Reconciliation of
carrying amount - year
ended 31 December
2021

At 1 January 2021

Additions

Depreciation

Transfers

At 31 December 2021

Recenciliation of
carrying amount — year
ended 31 December
2022

At 1 January 2022

Additions

Depreciation

Transfers

At 31 December 2022

Reconciliation of
carrying amount — year
ended 31 December
2023

At 1 January 2023

Additions

Disposals

Depreciation

Transfers

At 31 December 2023

Reconciliation of
carrying amount — nine
months ended 30
September 2024

At 1 January 2024

Additions

Disposals

Depreciation

At 30 September 2024

Plant and Office Motor Construction
Buildings machinery equipment vehicles  in progress Tofal
RMB'000 RMB'G00 RMB'000 RMB'000 RMB'000 RMB000
53,059 36,174 57 119 4,661 94,070
- 16,465 = - 9,690 26,155
{2,955) {4,952) (21) - - {7.928)
3,464 - - (3,464) -
53,568 47 687 36 119 10,887 112,297
—— e————— Em——

53,568 47,687 36 119 10,887 112,297
- 30,972 - 173 14 507 45,652
(3,064) (8,182) (19) (19) - (11,284)
6,220 - - - {6,220) -
56,724 70,477 17 273 19,174 146,665
— ] S—NSEULA WEETT——— CEEEESEEENNNTEEE EEEEE—

56,724 70,477 17 273 19,174 146,665
- 43,681 . 6,784 50,465
- (1.491) - - - {1,491)
(4,527} (11,557} (33} - (16,117}
25,958 . - (25,958) -
78,155 101,110 17 240 - 179,522

L ®%&_ &% & 1}

78,155 101,110 17 240 179,522
972 15,362 44 124 16,502
- (497) - - . (497)
(3,390) (9,428) {6) {27) - {12,851)
75,737 106,647 55 337 - 182,676
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15.

PROPERTY, PLANT AND EQUIPMENT {CONTINUED)

At 31 December 2021
Cosl
Accumulated depreciation

At 31 December 2022
Cost
Accumulated depreciation

At 31 December 2023
Cost
Accumulated depreciation

At 30 September 2024
Cost
Accumulated depreciation

Plant and Office Mator Construction
Buildings machinery equipment vehicles  in progress Total
RMB000 RMB'000 RMB'000 RMB'GOC RMB000 RMB'000
66,807 121,915 897 2,370 10,887 202,876
{13,239} (74,228) {861} (2,251) {90,579)
53,568 47,687 6 119 10,887 112,297
———— S — EEEe——
73,027 152,887 897 2,543 19,174 248,528
(16,303) (82,410) (880} (2,270) (101,863)
56.724 70477 17 273 19,174 146,665
—————— E W I 3 ___
98,985 191,382 897 2,543 293,807
(20,830) (90,272) (880) (2,303) - {114,285}
78,155 101,110 17 24Q 179,522
T e Zee————————m Eesssse——

99,956 202,127 370 2,667 - 305,120
(24,219) (95,580) {315) (2,330) - (122,444)
75,737 106,547 55 337 - 182,676
I T " e T

Up to the date of approving the Combined Financial Statements, the Group was in the process of applying
for the title certificates of buildings with an aggregate net carrying amount of approximately RMB53,568,000,
RMB56,724,000, RMB78,155,000 and RMB49,085,000 at 31 December 2021, 2022 and 2023 and 30
September 2024, respectively.
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16. LEASE
(a) The Group as lessee

Right-of-use assets

Reconciliation of carrying amount
— year ended 31 December 2021

At 1 January 2021

Additions

Depreciation

At 31 December 2021

Reconciliation of carrying amount
- year ended 31 December 2022
At 1 January 2022

Depreciation

At 31 December 2022

Reconciliation of carrying amount
— year ended 31 December 2023

At 1 January 2023

Additions

Depreciation

At 31 December 2023

Reconciliation of carrying amount

— nine menths ended 30 September 2024

Al 1 January 2024
Additions

Depreciation

Al 30 September 2024

56

Leased
properties lLeasehold land Total
RMB'000 RMB'000 RMB'000
183 19,610 19,793
- 22,247 22,247
{62) (869} {931)
121 40,988 41,109
121 40,988 41,109
{62) {869) {931)
59 40,119 40,178
59 40,119 40,178
823 - 823
(151) (869) {1,020)
731 39,250 39,981
73 39,250 39,981
75 - 75
(231) (652} (883)

575 38,608 39,173
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16. LEASE (CONTINUED)
(a) The Group as lessee (Continued)

Right-of-use assets {Continued)

Leased Leasehold

properties lands Total
RMB000 RMB'GGC RME 000

At 31 December 2021
Cost 189 43,447 43,636
Accumulated depreciation {68) {2,459) (2,527)
121 40,988 41,109

At 31 December 2022
Cost 189 43,447 43,636
Accumulated depreciation {130) (3,328) {3,458)
59 40,119 40,178

At 31 December 2023
Cost 1,012 43,447 44 459
Accumulated depreciation (281) {4,187) {4,478)

731 39,250 39,981

At 30 September 2024

Cost 1,087 43,447 44,534
Accumulated depreciation (512) (4,849) {5,361)

575 38,508 39,173
—— e
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16.

LEASES (CONTINUED)

(a) The Group as lessee (Continued)

Right-of-use assets (Continued)

The Group leases properties for its daily operations with the initial lease terms ranging from 2 to 3
years during the Track Record Period. The leasehold land represents lump sum consideration paid
by the Group for lease period of 50 years and there are no ongoing payments 1o be made under the
terms of the land leases.

One of the Group's leasehold land with a net carrying amount of approximately RMB21,802,000,
RMB21,357,000, RMB20,912,000 and RMB20,578,000 at 31 December 2021, 2022 and 2023 and
30 September 2024 was pledged to secure the banking facilities of the Group, respectively {Note 23).

During the Track Record Period, the Group was in the process of applying for the title certificate of
one of the Group's leasehold land with a net carrying amount of approximately RMB19,186,000,
RMB18,762,000, RMB18,338,000 and Nil at 31 December 2021, 2022 and 2023 and 30 September
2024, respectively. During the nine months ended 30 September 2024, the title certificate of the said
leasehold land has been obtained.

Extension and termination options

The lease contracts of leased properties contain extension or termination options. These oplions aim
to provide flexibility to the Group in managing the leased assels. The extension option of the leased
properties are normally exercised after the contracts terms and conditions are renegotiated and
agreed between the Group and the lessor because the Group does not want to incur additional costs,
such as leasehold improvements, while exercising the termination option is normally unusual unless
the Group could replace the leased properties without significant costs or acquisition of new
properties. The Group seldom exercises termination options that were included in the leases. All of
lease contracts for leased properties contain an extension or termination option, in which the total
lease payment made amounted to approximately RMB66,000, RMB66,000, RMB158,000,
RMB87,000 (unaudited) and RMB243,000, respectively, representing the total cash outflows for
leased properties for the years ended 31 December 2021, 2022 and 2023 and the nine months
ended 30 September 2023 and 2024.

Restriction or covenants

Most of the leases impose a restriction that, unless approval is obtained from the lessors, the right-of-
use assets can only be used by the Group and the Group is prohibited from selling or pledging the
underlying assets. The Group is also required to keep those leased assets in a good state of repair
and return the leased assets in their original condition at the end of the lease.

Commitments under leases

At 31 December 2021, 2022 and 2023 and 30 September 2024, no commitments on short-term
leases or low-value asset leases.
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16.

LEASES (CONTINUED)
(a) The Group as lessee (Continued)

Lease liabilities

At 30
At 31 December September
2021 2022 2023 2024
RMB000 RMB'000 RMB'000 RMB'000
Current portion 63 59 268 313
Non-current portion 59 - 466 271
122 59 734 584
Commitments and present value of lease liabilities:
Lease payments Present value of lease payments
At At
30 30
At 31 December September At 31 December September
2021 2022 2023 2024 2021 2022 2023 2024
RMB'000 RMB'000 RMB'00G RMBGO0 RMB'000 RMB00G RMB'0O0 RMB'G00
Amounts payable:
Within one year 66 60 289 329 63 59 268 313
More than 1 year
but within 2
years 60 289 265 59 - 277 261
More than 2 years
but within 3
years 5 190 1 189 10
126 60 768 605 122 59 734 584
Less: future finance
charges 4) {1} (34) (21) z -

122 59

734

584

122 59 734 584

Total lease liabilities E—————— e s pe———— e S E—

At 31 December 2021, 2022 and 2023 and 30 September 2024, the weighted average effective
interest rates of the lease liabilities of the Group were approximately 3.45%, 3.31%, 3.49% and 3.49%

per annum, respectively.

The total cash flows in relation to leases for the years ended 31 December 2021, 2022 and 2023 and
the nine months ended 30 September 2023 and 30 September 2024 were approximately
RMB18,210,000, RMB70,000, RMB450,000, RMB379,000 (unaudited) and RMB243,000, respectively.

58



Soft International Group Ltd

Notes to the Combined Financial Statements
Years ended 31 December 2021, 2022 and 2023 and nine months ended 30 September 2024

16. LEASES (CONTINUED)

{a) The Group as lessee (Continued)

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

Year ended 31 December

Nine months ended 30 September

2021 2022 2023 2023 2024
RMB'000 RMB00G RMB'Q00 RMB'000 RMB'0060
{Unaudited)
Interest on lease
liabilities 5 3 10 5 18
Depreciation of
right-of-use
assets 931 31 1,020 734 883
Expenses relating
1o short-term
leases 97 4 292 292
1,033 0938 1,322 1,031 901

{(b) The Group as lessor

The investment properties are leased to several tenants for initial lease terms ranging from two to
three years which are nen-cancellable by the tenants. The leases do not contain any renewal option.
Monthly rental charges consist of fixed payments.

At the end of each reporting period, the undiscounted lease payments receivables by the Group in
future periods under non-cancellable operating leases with its tenants are as follows:

Within one year

More than ane year but less than two

years

More than two years but less than three

years

17. INVENTORIES

Raw malerials
Finished goods

At 30

At 31 December September

2021 2022 2023 2024

RMB'000 RMB'000 RMB'G00 RMB’000

981 709 513 351

374 43 1M 49

6 - - -

1,361 752 704 400
——— - -y _1

At 30

At 31 December September

2021 2022 2023 2024

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

76,393 101,285 28,306 15,974

43,548 52,696 45,502 30,993

119,941 153,981 73,808 46,967
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18.

TRADE AND OTHER RECEIVABLES

Trade receivables
From third parties
From a former related company

Less: Loss allowances

Bills receivables

Other receivables

Prepaid listing expenses

Prepaid promotion expenses

Prepayment to suppliers

Deposits paid 1o digital platforms

Receivables from digital platforms

Ameount due from a director

Ameount due from a related company

Capital contribution receivable from the
non-controlling shareholder of a
subsidiary

Value-added tax and other tax
recoverables

Other prepayment, deposits and
receivables

Note

18(a)

31
18(b)

18(c)

18(d)

15(e)
18(1)
15(g)

18(h)

61

At 30

At 31 December September

2021 2022 2023 2024
RMB'GOD RMB'00G RMB'000 RMB'000
37,769 67,608 36,329 80,673
1,745 2,564 - :
39,514 70,172 36,329 80,673
(2.638) (2,168) (1,440) {3.060)
36,876 68,004 34,889 77,613
. - 25,425 20,462

- g B37 1,765

- - - 14,641
13.433 12,142 13,5642 13,306
2473 1,784 2,291 3.426
3,042 2,376 9,777 8,524
151 151 - -
239 122 -

- 525 - -

3,850 12,470 2,674 12,749
2,290 2,790 5,278 8,078
25,478 32,360 34,399 62,483
62,354 100 364 94,713 160,564

——
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18. TRADE AND OTHER RECEIVABLES (CONTINUED)
18(a) Trade receivables from a former related company

The amounts represented frade receivables due from a former related company, Jinjiang Libaida, in
which 51% equity interests were held by Mr. Zeng Guodong, an executive director of the Company,
during the period from 15 November 2021 to 27 October 2023. On 27 October 2023, Jinjiang Libaida
became an indirectly wholly-owned subsidiary of the Company (Note 30). The amount due was
unsecured, interest-free and had a credit period of 30 days.

Year ended 31 December 2021

Greatest
outstanding
amount Balance at Balance at 1
during the 31 December January
year 2021 2021
RMEB000 RMB’'600 RMB'000
Jinjiang Libaida 2,166 1,745 N/A

Year ended 31 December 2022

Greatest
outstanding
amount Balance at Balance at 1
during the 31 December January
year 2022 2022
RMB'000 RMB'000 RMB'000
Jinjiang Libaida 2,564 2,564 1,745

Year ended 31 December 2023

Greatest
outstanding
amount Balance at Balance at 4
during the 31 December January
year 2023 2023
RMB'0GC RMB'000 RMB'000
Jinjiang Libaida 26,166 Remark 2,564

Remark;

Upon the acquisition of Jinjiang Libaida as detailed in Note 30 to the Combined Financial Statements, the
amount has been eliminated by combination and was nat separately disclosed since then.
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18.

18(b)

18(c)

18(d)

TRADE AND OTHER RECEIVABLES (CONTINUED)
Trade receivables

The ageing analysis of trade receivables, net of loss allowances, based on invoice date at the end of
each reporting period is as follows:

At 30

At 31 December September

2021 2022 2023 2024

RMB'000 RMB'G00 RMB'000 RMB'0GC

Within 30 days 11,435 25,133 23,185 39,376
31 to 60 days 6,854 30,557 3,962 31,081
61 to 90 days 9,202 9,180 6,852 2,090
™ to 180 days 1,452 208 519 4,882
181 to 365 days 1,162 1,881 25 184
Over 1 year 6,771 1,045 346 -
36,876 68,004 34,889 77,613

At the end of each reporting period, the ageing analysis of the trade receivables, net of loss allowances,
by due date is as follows:

At 30

At 31 December September

2021 2022 2023 2024

RMB'GGC RMB’000 RMB'GGC RMB000

Not vet due 17,149 52,440 21,766 68,835
Past due:

Within 30 days 6,834 6,958 5,746 2,905

31 to 60 days 3,620 3,086 2,032 329

61 to 90 days 1,049 2,426 4,455 3,148

91 to 180 days 444 190 512 2,212

181 to 365 days 1,009 293 8 184

QOver 1 year 6,771 2,611 370 -

19,727 15,564 13,123 8,778

36,876 58,004 34,889 77,613

The Group normally grants credit terms up to 90 days from the date of issuance of invoices.

Bills receivables

At the end of each reporting period, the bills receivables were interest-free and guaranteed by banks in
the PRC and had maturities of less than six months.

Prepaid promotion expenses
At 30 September 2024, the amount of approximately RMB14,641,000 represented the promotion

expenses prepaid to certain marketing agents for the promotion on digital platforms. The amount was
expected to be recognised in profit or loss within one year.
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18. TRADE AND OTHER RECEIVABLES (CONTINUED)

18(e) Receivables from digital platforms
The amounts represented the sales received by the digital platforms on behalf of the Group through the
Group's self-operated online retail stores via their platforms. The amounts were repayable on demand
upon the request from the Group.

18(f) Amount due from a director

The amount due was non-trade in nature, unsecured, interest-free and repayable on demand. The
amount was fully settled during the year ended 31 December 2023,

Year ended 31 December 2021

Greatest
outstanding
amount Balance at Balance at 1
during the 31 December January
year 2021 2021
RMB'000 RMB'000 RMB'GOC
Mr. Gao Yue 151 151 151

Year ended 31 December 2022

Greatest
outstanding
amount Balance at Balance at 1
during the 31 December January
year 2022 2022
RMB'000 RMB'GG0 RMB’'000
Mr. Gao Yue 151 151 151

Year ended 31 December 2023

Greatest
outstanding
amount Balance at Balance at 1
during the 31 December January
year 2023 2023
RME'000 RMEB'000 RMB000
Mr. Gao Yue 151 - 151
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18. TRADE AND OTHER RECEIVABLES (CONTINUED)
18(g) Amount due from a related company

IR ERE THBHER LG (Shenzhen Yaoxinsheng E-Commerce Co., Ltd.*} (“Yaoxinsheng”) was
controlled by Mr. Zeng Guodong, an executive director of the Company, and was de-registered during the
year ended 31 December 2023. The amount due was non-trade in nature, unsecured, interest-free and
repayable on demand. The amount was fully settled prior to its de-registration during the year ended 31

December 2023.
Year ended 31 December 2021
Greatest
outstanding
amount Balance at Balance at 1
during the 31 December January
year 2021 2021
RMB'000 RMB'QQ0 RMB'G0C
Yaoxinsheng 239 239 239
Year ended 31 December 2022
Greatest
outstanding
amount Balance at Balance at 1
during the 31 December January
year 2022 2022
RMB'000 RMB'000 RMB'000
Yaoxinsheng 239 122 239
S
Year ended 31 December 2023
Greatest
outstanding
amount Balance at Balance at 1
during the 31 December January
year 2023 2023
RMB 000 RMB'000 RMB000
Yaoxinsheng 122 - 122

The English name s translated for identification purpose only.
18(h) Capital contribution receivable from the non-controlling shareholder of a subsidiary

The amount due was non-trade in nature, unsecured, interest-free and fully settled during the year ended
31 December 2023.

14. PLEDGED BANK DEPOSITS

Pledged bank deposits were deposits which are placed in the PRC banks as securities for the issuance
of bills payables {Note 21(b)).
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20. CASH AND CASH EQUIVALENTS

At 30
At 31 December September
2021 2022 2023 2024
RMB'000 RMB'000 RMB000 RMB'G00
Cash at bank and in hand 5,620 6,464 63,000 22,867
Non-pledged time deposits with original
maturity of 3 months or less when
acquired 14,960
Cash and cash equivalents in the combined
statemnents of financial position and the
combined statements of cash flows 20,580 6,464 63,000 22,867

At 31 December 2021, 2022 and 2023 and 30 September 2024, bank balances in total of approximately
RMB4,977,000, RMB6,019,000, RMB62,983,000 and RMB22,863,000, respectively, carried interest at
floating rates based on daily bank deposit rates. Non-pledged time depaosits were made between one
maonth and three manths depending on the immediate cash requirement of the Group, and earned interest
at the prevailing short-term deposit rates.

At 31 December 2021, 2022 and 2023 and 30 September 2024, bank balances that were placed in the
PRC amounted to approximately RMB19,937,000, RMB6,019,000, RMB60,631,000 and RMB18,804,000,
respectively. Remittance of funds out of the PRC is subject to the exchange controls imposed by the PRC
government.

21. TRADE AND OTHER PAYABLES

At 30
At 31 December September
2021 2022 2023 2024
Note RMB'000 RMB'000 RMB'000 RMB'000
Trade payables to third parties 21(a) 26,841 18,985 15,483 31,358
Bills payables 21(b) 42,675 39,777 40,329 49,049
Other payahles
Contract liabilities — receipis in advance 21(¢} 13,054 27,498 20,189 11,652
Salary payables 2,008 2,504 2,656 1,437
Other tax payables 461 423 432 648
Accruals and other payables 9,531 18,462 20,184 23,845
Payables for purchase of property,
plant and equipment - 1,592 7,266 7,114
Payables for distribution service fees
- to a related company 21(d) 12,130 13,930 16,155 10,417
- to third parties - 92 2,504 786
Accrued listing expenses - . 468 2,782
37,185 64,501 69,854 58,681

106,701 123,263 125,666 139,088
—_— s e

66



Soft International Group Ltd

Notes to the Combined Financial Statements
Years ended 31 December 2021, 2022 and 2023 and nine months ended 30 September 2024

21,

TRADE AND OTHER PAYABLES (CONTINUED)

21(a) Trade payables

The trade payables were unsecured, interest-free and with normal credit terms up to 60 days.

At the end of each reporting pericd, the ageing analysis of the trade payables based on invoice date is as
follows:

At 30

At 31 December September

2021 2022 2023 2024

RMB000 RMB'000 RMB'000 RMB'000

Within 30 days 6,775 6,477 3,305 15,747
31 to 60 days 2,747 5678 4,039 9,470
61 to 90 days 2,886 2,763 1,200 2,247
Over 90 days 14,433 4,067 6,939 3.894
26,841 18,985 15,483 31,358

[ E

21(b} Bills payables

21(c)

At the end of each reporting period, the bills payables were interest-free, guaranteed by banks in the PRC
and had maturities of less than six months. The Group's bills payables were secured by pledged bank
deposits of approximately RMB14,113,000, RMB20,934,000, RMB 15,995,000 and RMB19,313,000 at 31
December 2021, 2022 and 2023 and 30 September 2024, respectively (Note 19).

Contract liabilities

The Group applies the practical expedient and does not disclose information about remaining performance
obligations that have original expected durations of ocne year or less.

The movements (excluding those arising from increases and decreases both occurred within the same
reporting period) of contract liabilities within IFRS 15 during the Track Record Pericd are as follows:

At 30

At 31 December September

2021 2022 2023 2024

RMB'000 RMB’'000 RMB'00G RMB'0GO

At the beginning of the reporting period 17,970 13,054 27,498 20,189
Additions 13,054 27,498 20,189 11,652
Revenue recognised (Nole 5) (17,970) (13,054) (27,498) (20,189)
At the end of the reporting period 13,054 27,498 20,189 11,652
I ———————— E——————————————

The contract liabilities of approximately RMB13,054,000, RMB27,498,000, RMB20,189,000 and
RMB11,652,000 at 31 December 2021, 2022 and 2023 and 30 September 2024, respectively, represented
the aggregate amount of the transaction price allocated to the performance obligations that are unsatisfied
at the end of each reporting period. The Group expects the transaction price of approximately
RMB13,054,000, RMB27,498,000, RMB20,189,000 and RMB11,652,000 at 31 December 2021, 2022 and
2023 and 30 September 2024, respectively, allocated to the unsatisfied performance obligations are
expected to be recognised as revenue in one year or less when the obligations are performed.

Contract liabilities primarily represent advance payments received from customers for goods that have not
been fransferred to the customers. The changes in contract liabilities during the Track Record Period were

mainly due to the changes in number of sales orders which required advance payments at the end of each
reporting period.
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21,

21(d)

22,

23.

TRADE AND OTHER PAYABLES (CONTINUED)
Payables for distribution service fees to a related company

At 31 December 2021, 2022 and 2023 and 30 September2024, the amounts were payable tc a related
company, ST TEEMRG MR A A (Jinjiang Zhihua Logistics Co., Ltd.*) ("Zhihua”) which is controlled by
Mr. Gao Yue, an executive director of the Company in relation to provision of distribution services. The
amount due was unsecured, interest-free and will be settled in accordance with a credit period of 30 days
granted to the Group.

AMOUNT DUE TO THE CONTROLLING SHAREHOLDER

At 31 December 2021, 2022 and 2023 and 30 September 2024, the amount due to the Controlling
Shareholder of approximately RMB190,094,000, RMB206,844,000, RMB207,284,000 and Nil, respectively,
had been classified as non-current liabilities of the Group as the Controlling Shareholder confirmed in
writing that such amount represented a loan capital, which is non-trade in nature, unsecured and interest
free, as an initial and continuing financial supports for funding the Group's operations and business
development and committed not to demand for repayment not less than 5 years at the end of each
reporting period. On 31 March 2024, the amount due 1o the Controlling Shareholder classified under non-
current liabilities of approximately RMB207,284,000 was waived and credited 1o the capital reserve under
equity upon execution of a deed of wavier by the Controlling Shareholder.

The remaining amount of approximately RMB137,615,000, RMB136,212,000, RMB71,576,000 and
RMB23,123,000 at 31 December 2021, 2022 and 2023 and 30 September 2024, respectively, which was
classified under current liabilities, was non-trade in nature, unsecured, interest-free, repayable on demand
and has been fully settled prior to the Listing.

INTEREST-BEARING BORROWINGS

At 30
At 31 December September
2021 2022 2023 2024
RMB'G0Q RMB'000 RMB'000 RMEB'000
Fixed-rate borrowings
Secured and guaranteed bank loans
- within one year 10,000 18,000 13,000 18,200
Effective interest rates per annum for
fixed-rate borrowings 3.35% 3.20% —4.30%  3.45%-3.50% 3.15%-3.35%

The interest-bearing borrowings were collectively secured by:

(a) personal guarantees provided by the Controlling Shareholder and his spouse;

(b} properties held by the Cantrolling Shareholder;

(c) corporate guarantee provided by a subsidiary of the Group;

(d}) leasehold land with a net camrying amount of approximately RMB21,802,000, RMB21,357,000,
RMB20,912,000 and RMB20,578,000 at 31 December 2021, 2022 and 2023 and 30 September 2024,
respectively (Nofe 16); and

(e} investment properties of Nil, Nil, approximately RMB44,161,000 and RMB44,200,000 at 31
December 2021, 2022 and 2023 and 30 September 2024, respectively (Note 14).

The English name is translated for identification purpose only.
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23,

24,

INTEREST-BEARING BORROWINGS (CONTINUED)

All banking facilities are subject to the fulfilment of covenants, as is commonly found in lending
arrangements with financial institutions. If the Group was to breach the covenants, the drawn down
facilities would become repayable on demand. At the end of each reporting period, none of the
covenants relating to drawn down facilities had been breached.

The guarantees and the pledged properties provided by the Controlling Shareholder and his spouse are
subsequently released and replaced by a corporate guarantee provided by a subsidiary of the Group.

DEFERRED TAXATION

The movements in the Group’s deferred tax assets (liabilities) during the Track Record Period were as
follows:

Fair value
Accrued changes
revenue Depreciation on investment
and costs allowance properties Total
RMB 000 RMB'000 RMB 000 RMB'000
At 1 January 2021 45 (324} (5.473) (5.752)
Income tax credit (expenses) 329 (75} {8) 246
At 31 December 2021 374 (399) (5.481) {5.506)
ST EESSS—SS——— — S S —
At 1 January 2022 374 (399) (5.481) {(5,506)
Income tax expenses (384) (194) (242} (820)
At 31 December 2022 (10} (593) (5,723) (6,326)
— —
Al 1 January 2023 (10) (593) {56,723} {6,326)
Income tax expenses (61) (631) {575) (1,267}
At 31 December 2023 (71) {1,224) (6,298) (7,593)
S S ——— —————
At 1 January 2024 (71} (1,224) {6,298) (7,593}
Income tax credit (expenses} 30 (377) (12) (359)
At 30 September 2024 (41) (1,601) {6.310) (7,952)
—— eeee——-a————— S e ——
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24,

25,

25(a)

DEFERRED TAXATION (CONTINUED)

For presentation purposes, certain deferred tax assets and liabilities have been offset in the combined
statements of financial position. The following is an analysis of the deferred tax balances of the Group for
financial reporting purposes:

At 30

At 31 December September

2021 2022 2023 2024

RMB000 RMB’'G00 RMB'000 RMB’G00

Deferred tax assets 374 - - -
Deferred tax liabilities (5,880) (6,326} (7,593) (7,952}

(5,5086) (6,326} {7.593) (7.952)

At 31 December 2021, 2022 and 2023 and 30 September 2024, the Group has unused tax losses of
approximately RMB16,724,000, RMB21,952,000, RMB27,396,000¢ and RMB37,744,000, subject to the
approval by the relevant tax authorities, available for offset against future taxable profits of the respective
subsidiaries for a maximum of 5 years from the period in which the tax loss was incurred. At 31
December 2021, 2022 and 2023 and 30 September 2024, no deferred tax assets have been recognised
in respect of these tax losses as it is not probable that sufficient future taxable profits will be available far
the respective subsidiaries against which the assets can be utilised.

At the end of each reporting period, no deferred tax has been recognised for withholding taxes that would
be payable on the unremitted earnings of the Group's subsidiaries established in the PRC, In the apinion
of the management of the Group, it is probable that the earnings will not be distributed in the foreseeable
future. The unremitted accumulated profits were approximately RMB9,481,000, RMB52,933,000,
RMB101,524,000 and RMB 154,832,000 at 31 December 2021, 2022 and 2023 and 30 September 2024,
respectively.

SHARE CAPITAL AND THE FINANCIAL INFORMATICON OF THE COMPANY

Share capital

The Company was incorporated as an exempted company with limited liability in the Cayman Islands on
22 November 2023. Upon its incorporation, the authorised share capital of HK$380,000 was divided inta
38,000,000 ordinary shares at HK$0.01 each and 1 ordinary share with total consideration of HK$0.01
was issued at the date of incorparation.

On 23 April 2024 and 26 April 2024, total 899,992 and 100,000 shares were allotted and issued at an
aggergate consideration of HK$10,000 (equivalent to RMB9,465).

Pursuant to the resolution of the Company’s shareholders dated 6 May 2024, the Company subdivided
each of its existing issued and unissued ordinary share with a par value of HK$0.01 each into 100 shares
with a par value of HK$0.0001 each. Accordingly, the authorised and issued share capital of the
Company becomes HK$380,000 divided intc 3,800,000,000 shares and HK$10,000 divided into
100,000,000 shares with a par value of HK$0.0001 each, respectively.

Pursuant to the Reorganisation completed on 26 April 2024, the Company became the holding company
of the entities now comprising the Group. Further details of the change in authorised and issued capital of
the Company since its incorporation are set out in the paragraph headed “Reorganisation” of the section
headed "History, Development and Recrganisation” of the Prospectus.

Save as disclosed above, the Company has not commenced any significant business or operation since
its incorporation.
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25.

25(b)

25(c)

25(d)

26.

26(a)

SHARE CAPITAL AND THE FINANCIAL INFORMATION OF THE COMPANY (CONTINUED)

Investment in a subsidiary
Investment in a subsidiary represents 100% of the issued share capital of Soft BVI.

Amounts due from (to) the immediate holding company/a subsidiary
The amounts due were non-trade in nature, unsecured, interest-free and repayable on demand.

Reserves of the Company

Translation Accumulated

reserve losses Total
RMB'000 RMB000 RMB000
At 22 November 2023 {date of incorporation) S 5 o
Profit for the period » -
Other comprehensive income
Exchange difference on translation of the Company's
financial statements to presentation currency
At 31 December 2023 o & 2
b
At 31 December 2023 and
1 January 2024 o
Loss for the peried =2 (321) (321}
Other comprehensive income
Exchange difference on transiation of the Company’s
financial statements o presentation currency 7 . 7
At 30 September 2024 7 321 314
. TR e ———

Naote:

During the year ended 31 December 2023 and the nine months ended 30 September 2024, the listing
expenses of approximately RMB5,981,000 and RMB10,698,000 were borne by the Company's
subsidiaries without recharge.

" Represents amount less than RMB1,000.

RESERVES

Capital reserve

The capital reserve represents (i) ihe aggregate amount of the nominai value of the issued/paid-up capital of
the entities now comprising the Group before completion of the Reorganisation less consideration paid to
acquire the relevant interests (if any) in relation to the Reorganisaticn and (i) deemed capital contribution
from the Controlling Shareholder through the waiver of the amount due to the Controlling Shareholder of
approximately RMB207,284,000 as detailed in Note 22 to the Combined Financial Statements.
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26,

26(b)

26(c)

27.

RESERVES (CONTINUED)

Translation reserve

The translation reserve represents all foreign exchange differences arising from the translation of the Group’s
entities, including the Company, that have functional currency different from the Group's presentation
currency for combinations.

Statutory reserve

As stipulated by the relevant laws and regulations for enterprises incorporated/established in the PRC,
the Group's subsidiaries in the PRC are required to appropriate to the statutory reserve an amount not
less than 10% of the amount of profit after tax (as reported in the respective staiutory financial statements
of the PRC subsidiaries prepared in accordance with the PRC accounting regulations). If the
accumulated statutory reserve reaches 50% of the registered share capital of the respective PRC
subsidiaries, the subsidiary may not be required to make any further appropriation. The statutory reserve
can be used to make up for losses, expand the exisling operation and convert to additional capital.

RELATED PARTY TRANSACTIONS

The Group had the following related party transactions during the Track Record Period.

(a) Related party transactions of the Group
Transactions between the group entities have been eliminated by combination and are not disclosed.
During the Track Record Period, the Group had the following significant transactions with related

parties. In the opinion of the directors of the Company, they are under normal commercial terms that
are fair and reasonable and in the best interests of the Group.

Nine months ended

Year ended 31 Decembar 30 September
2021 2022 2023 2023 2024
Name of the related party Nature of the RMB000 RMB 000 RMB'000 RMB'G00 RMB 000
transaction (Unaudited)
Jinjiang Libaida {Nole 18(a)} Sales of hygienic
disposables 130 1,014 41,263 26,598
BRETLDHIIE ARG E
{Fujian Province Jinjiang City Agency fee for
Foreign Trade Ce., Lid.") impaort and
(“Jinjiang Foreign Trade™) (Nole} export services 805 772 795 514 192
Zhihua (Nete 21(d}} Provigion of
distribution
services 4,698 5,000 15,669 B,568 13,579
Zeng Guodong, an executive Consideration paid
director of the Company for acquisition
aof Jinjiang
Libaida = : 551 4 =
{Note 30) —e— e EEe— ST TE—
Note:

During the Track Record Period, 30% of equity interests in Jinjiang Foreign Trade was held by the
Controlling Shareholder of the Group. On 18 April 2024, the Controlling Shareholder of the Group
disposed his 30% of equity interests in Jinjiang Foreign Trade to an independent third party. Since
then, Jinjiang Foreign Trade ceased to be a related party of the Group.

*  The English name is translated for identification purpose only.
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27, RELATED PARTY TRANSACTIONS (CONTINUVED)

{b) Remuneration for key management personne! (including directors of the Company) of the

Group
Year ended 31 December Nine months ended 30 September
2021 2022 2023 2023 2024
RMB'000 RMB'000 RMB000 RMB'000 RMB'000
{Unaudited}
Salaries,
allowances,
discrelionary
bonus, and
other benefits
in kind 878 1.072 1,185 887 908
Contributions 1o
defined
contribution
plans 16 39 68 50 70

894 1,111 1,253 937 978

Further details of the directors’ remuneration are set out in Note 8 to the Combined Financial
Statements.

(c) Pledge of assets/guarantees provided for interest-bearing borrowings of the Group by the
related parties

As detailed in Note 23 to the Comhined Financial Statements, the interest-bearing borrowings of
approximately RMB10,000,000, RMB18,000,000, RMB13,000,000 and RMB18,200,000 at 31
December 2021, 2022 and 2023 and 30 September 2024 were secured by, among others, (i)
properties held by the Controlling Shareholder and (i) guarantees given by the Controlling
Shareholder and his spouse.

The above guarantees and the pledged assets provided by the related parties are subsequently
released and replaced by a corporate guarantee provided by a subsidiary of the Group.

73



Soft International Group Ltd

Notes to the Combined Financial Statements
Years ended 31 December 2021, 2022 and 2023 and nine months ended 30 September 2024

27.

RELATED PARTY TRANSACTIONS (CONTINUED)

(d)

Balances with related parties

At 30
At 31 December September
2021 2022 2023 2024
RMB'000 RMB'060 RMB000 RMB'000
Trade receivables from a former related
company (Note a)
Jinjiang Libaida 1,745 2,564 /A N/A

Amount due from a director {Noife b)
Mr. Gao Yue 151 151 = =

Amount due from a related
company (Nofe b)
Yaoxinsheng 239 122 - -

Capital contribution receivable
from the non-controlling
shareholder of a subsidiary
(Note c) - 525 - -

Amount due to the Controlling
Shareholder - Mr. Ngan Pui Kan

(Note 22}
Current portion (Note d} 137,615 136,212 71,576 23,123
Man-current portion (Note ) 190,094 206,844 207,284 =

327,709 343,056 278,860 23,123
——— —

Payables for distribution services
fees to a related company (Note {)
Zhihua 12,130 13,930 16,155 10,417
———— SESSSSSSSSSsSSeEE  EEESS———— eI

Notes:

(a)

{b)

{c)
{d}

{e)

®

The amount due was trade in nature, unsecured, interest-free and had a credit period of 30 days. Upon the completion
of acquisition of Jinjiang Libaida as detailed in Note 30 to the Combined Financial Stalements, the amount has been
eliminated by combinatian and was not separately disclosed since then.

The amount due was non-trade in nature, unsecured, inlerest-free and repayable on demand. The amount was fully
settled during the year ended 31 December 2023.

The amount was non-trade in nature, unsecured, interest-free and fully settled during the year ended 31 Decernber 2023.

The amount was non-frade in nature, unsecured, interest-free, repayable on demand and has been fully seltied prior to
the Listing.

The amount represented a loan capital, which is non-trade in nature, unsecured and interest free, as an initial and
continuing financial supports for funding the Group's operations and business development. On 31 March 2024, the
amount of approximately RMB207,284,000 was waived and credited fo the capital reserve under equity upon execution
of a deed of wavier by the Controlling Shareholder.

The amount was trade in nature, unsecured, interest-free and will be settled in accordance with a credit period of 30
days granted to the Group.
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28.

ADDITIONAL INFORMATION ON THE COMBINED STATEMENTS OF CASH FLOWS

(a)

(b)

Major non-cash transactions

In addition to the information disclosed elsewhere in the Combined Financial Statements, the Group
had the following major non-cash transactions:

During the years ended 31 December 2021, 2022 and 2023 and the nine months ended 30 September
2023 and 2024, certain of property, plant and equipment acquired with an aggregate amount of
approximately RMB6,053,000, RMB 15,862,000, Nil, Nil (unaudited) and Nil, respectively, were settled by
the Contirolling Shareholder on behalf of the Group.

During the years ended 31 December 2021, 2022 and 2023 and the nine months ended 30 September
2023 and 2024, the Group recognised right-of-use assets by incurring lease liabilities of Nil, Nil,
approximately RMB823,000, RMB636,000 (unaudited) and RMB75,000, respectively.

During the nine months ended 30 September 2024, the Group and the Controlling Shareholder entered
into a deed of wavier dated and executed on 31 March 2024, pursuant to which, the amount due to the
Controlling Shareholder classified as non-current liabilities of approximately RMB207,284,000 was
waived and credited to the capital reserve under the equity.

Reconciliation of liabilities arising from financing activities

The movements during the Track Record Period in the Group's liabilities arising from financing activities
are as follows:

Mon-cash changes

Waiver of
Acquisition amount due
At of property, Addition of to the At
1 Janvary Net cash plant and right-of-use Controlling Disposal of Finance Exchange 31 December
2021 flows quip 1t ts Shareholder subsidiaries costs  realignment 2021
RMB'000 RMB'000 RMB'000 RMB'G00 RMB000 RMB000 RMB'CO0 RMBOOO RMB 000
Year andad
31 Decembar 2021
Amount due to the
Controlling
Shareholder 317,955 3,920 6,053 {218) 327,709
Interest-bearning
borrowings 10,000 - 10,00¢
Lease liabilities 183 (66) 5 122
L L2 i 318,138 13,854 6.053 - : . 5 (219) 337831
financing aclivities —— & W% —
Non-tash ¢h
Waiver of
Acquisition amount due
At of property, Addition of to the At
1 January Net cash plant and right-of-use  Controlling Disposal of Finance Exchange 31Deacember
2022 flows  equipment assets Shareholder subsidiaries costs  realignment 2022
RMB000 RMB'000 RMB'000 RMB'000 RMEB'G00 RMB'000 RMB000 RMB’00C RKMB'G00
Yoar ended
31 December 2022
Amount due o the
Contralling
Sharehoider 327,709 (1,583} 15,862 1,068 343,056
Interest-bearing
borrawings 10,000 8,000 - 18,000
Lease habilities 122 {66) 3 59
Total liabilities from 337,831 6,351 15,862 . 3 1,068

financing aclivities

75

361,115
———
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28.

ADDITIONAL INFORMATION ON THE COMBINED STATEMENTS OF CASH FLOWS (CONTINUED)

(b) Reconciliation of liabilities arising from financing activities (Continued)

Non-cash changes

Waiver of
Acquisition amount due
At of propertly, Addition of to the At
1 January Net cash plant and right-of-use Controlling Disposal of Finance Exchange 31 December
2023 flows  equipment assets  Shareholder subsidiaries costs  realignment 2023
RMB'OGO RMB 000 RMB0G0 RMB'CGO RMB 000 RMB 000 RMB'000 RMB'000 RMB'000
Year ended
31 December 2023
Amount due to the
Controlling
Shareholder 343,056 (62,636) {2,000) 440 278,860
Interest-hearing
borrowings 18,000 (5,000} - - 13.000
Lease liabiliies 59 (158} 823 10 734
Total fiabilities from 361,115 (67,794} 823 {2,000) 10 440 292,594
financing activities —— & 1 E——
Non-cash changes
Waiver of
Acquisition amount due
At of property, Addition of to the At
1 January Net cash plantand right-of-use Controlling Disposal of Finance Exchange 30 September
2023 flows equipment assets  Shareholder subsidiaries costs  realignment 2023
RMB00C RMB 000 RMBGG0 RMB'CO0 RMB'000 RMB000 RMB'000 RMB'000 RMB'080
Nine months ended
30 September 2023
{Unaudited)
Amount due to the
Controlling
Sharehclder 343,056 (27.188) {2,000 - 716 314,584
Interest-bearing
borrowings 18,000 (1,000) - - - - - 17,000
Lease liabililies 58 (ar7) 636 S S 3 = 613
Total liabilities from 361,115 (28.275) : 636 {2,000} 5 716 332,197
financing activities  se— — — — e
Non-cash changes
Waiver of
Acquisition amount due
At of property, Addition of to the At
1 January Net cash ptant and right-of-use Controlling Disposal of Finance Exchange 30 September
2024 flows  equipment assets  Shareholder subsidiaries costs  realignment 2024
RMB'000 RMB'000 RMB'000 RMB'000 RMB'C00 RMB'000 RMB'000 RMEB 000 RMB'G00
(Note 22)
Nine months ended
30 tember 2024
Amount due ta the
Controlling
Shareholder 278,860 {48679 (207.284) - 228 23123
Interest-bearing
borrewings 13,000 5,200 - - - 18,200
Lease ligbilities 734 (243) 75 % 18 584
Total habilities from 292,594 (43.722) . 75 (207.284) - 18 226 41,907
financing activities e [=—r——— e Cataan s ) e — e —
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29.

DISPOSAL/DEREGISTRATION OF SUBSIDIARIES UNDER THE REORGANISATION

In preparation for the Listing, certain subsidiaries were disposed of/deregistered as part of the
Rearganisation:

{a)

(b)

Disposal of subsidiaries

On 27 September 2023, the Group disposed of its 51% equity interests in Jinjiang Lantu together with
its wholly-owned subsidiaries, Jiangxi Lishi and Jiangxi Lantu {collectively referred to as “Jinjiang
Lantu Greup”} to an independent third party at a cash consideration of approximately RMB1,785,0600
(the “Disposal”). The Disposal was completed on 28 September 2023.

Details of the consideration received for the Disposal and net liabilities of Jinjiang Lantu Group at the

date of the Disposal are summarised as follows:

RMB'000
Consideration received, satisfied by:
Cash received 1,785
Net liabilities disposed of:
Trade and cther receivables 1,549
Cash and bank balances 790
Trade receivables due from Jinjiang Lantu Group (1,097)
Amount due to the Controlling Shareholder (2,000)
Other payables (642)
Net liabilities upon disposal (1,400)
Non-controlling interests 6386
Consideration (1,785)
Gain on disposal of subsidiaries (2,499)
Net cash inflows from the Disposal:
Consideration received 1,785
Less: cash and bank balances disposed of {790)

995

Deregistration of subsidiaries

During the year ended 31 December 2023, subsidiaries of the Group including Blue Giant
E-commerce, Fujian Insoftb E-commerce, Fujian Shusen, Insoftb Qinning and Xiamen Insoftb
E-commerce (collectively referred to as the “Deregistered Subsidiaries”) have been deregistered (as
set out in Note 1 to the Combined Financial Statements). Upon the deregistration, a loss on
deregistration of the Deregistered Subsidiaries of Nil, Nil, approximately RMB5,000, RMB5,000
{unaudited) and Nil has been recognised in profit or loss during the years ended 31 December 2021,
2022 and 2023 and the nine months ended 30 September 2023 and 2024.
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29. DISPOSAL/DEREGISTRATION OF SUBSIDIARIES UNDER THE REORGANISATION (CONTINUED)
(b) Deregistration of subsidiaries {Continued)

Details of aggregated net liabilities of the Deregistered Subsidiaries are summarised as follows:

Nine months ended 30

Year ended 31 December September
2021 2022 2023 2023 2024
RMB'0G0 RMB’000 RMB000 RMB'000 RMB'060
(Unaudited}
Aggregated net liabilities
Non-controlling interests - - 5 5
Loss on deregistration - - 5 5 -

Net cash flow from
deregistration of subsidiaries = = o - -

30. ACQUISITION OF A SUBSIDIARY UNDER THE REORGANISATION

On 27 October 2023, Insoftb China, being the acquirer, while Mr. Zeng Guodeng and an independent
third party, being the Vendors (each of them held 51% and 49% of the equity interests in Jinjiang Libaida
on that date, respectively) (collectively referred to as “Vendors”) entered into an agreement, pursuant to
which Insoftb China has agreed to acquire 51% and 49% of the equity interests in Jinjiang Libaida from
the Vendars, respectively, at a cash consideration of approximately RMB551,000 and RMB529,000,
respectively (the “Acquisition™).

The Acquisition was completed on 27 October 2023 (the “Acquisition Date”) and Jinjiang Libaida has
become an indirectly wholly-owned subsidiary of the Company. The principal activity of Jinjiang Libaida is
sales of hygienic disposables in the PRC.

The Group’s management considered that the Acquisition constituted a business combination and had
been accounted for using the acquisition method of accounting under IFRS 3 (Revised) “Business
Combinations”.

Details of the consideration paid and the amounts of the assets acquired and liabilities assumed at the
Acquisition Date are summarised as follows:

RMB'G00
Consideration paid, satisfied by cash 1,080
e
Recognised amounts of identifiable assets acquired and liabilities assumed:
Trade and ofher receivables 6,776
Cash and bank balances 2,363
Trade receivables from Jinjiang Libaida (7,998)
Other payables (61}
Total identifiable net assets, at fair value 1,080
Net cash inflows from the Acquisition
Cash and bank balances acquired from the Acquisition 2,363
Less: Consideration paid (1,080}
1,283
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30.

31.

ACQUISITION OF A SUBSIDIARY UNDER THE REORGANISATION (CONTINUED)

The management of the Group considered that the carrying values of all identifiable assets acquired and
liabilities assumed of Jinjiang Libaida approximate to their fair values at the Acquisition Date.

The fair values of trade and other receivables acquired included trade receivables with fair value of
approximately RMB5,776,000 and other receivables with fair value of approximately RMB1,000,000. The
total gross contractual amounts of the trade and other receivables are approximately RMB6,776,000, of
which no provision was made against irade receivables and other receivables.

Since acquisition and up to 31 December 2023, Jinjiang Libaida has contributed revenue and net losses
of approximately RMB24,852,000 and RMB1,553,000 to the Group, respectively.

If the business combination of Jinjiang Libaida was effected at 1 January 2021, the combined revenue
and net profit for the Group would have been approximately RMB263,319,000 and RMBY,950,000,
respectively, for the year ended 31 December 2021, approximately RMB408,158,000 and
RMB41,499,000, respectively, for the year ended 31 December 2022, approximately RMB657,751,000
and RMB39,601,000, respectively, for the year ended 31 December 2023 and approximately
RMB494,902,000 (unaudited) and RMB41,359,000 (unaudited), respectively, for the nine months ended
30 September 2023,

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Group's principal financial instruments comprise of pledged bank depasits, cash and cash equivalents,
amount due to the Conirolling Shareholder, inlerest-bearing borrowings and lease liabilities. The main
purpose of these financial instruments is to raise and maintain finance for the Group's operations. The Group
has various other financial instruments such as frade and other receivables and trade and other payables,
which arise directly from its business activities,

The acceunting policies for financial instruments have been applied to the line items below:

At 30
At 31 December September
2021 2022 2023 2024
RMB'000 RMB'000 RMB'000 RMB'000
Financial assets - at amortised cost

Financial assets included in trade and other
receivables 44,136 73,777 73,615 115,977
Pledged bank deposits 14,113 20,934 15,995 19,313
Cash and cash equivalents 20,580 6.464 63,000 22,867

78,829 101175 152,610 158,167
—_— e, e

Financial liabilities — af amortised cost
Financial liabilities included in trade and other

payables 85,316 81,498 86,102 107,863
Amount due to the Controlling Shareholder 327,709 343,056 278,860 23,123
Interest-bearing borrowings 10,000 18,000 13,000 18,200
Lease liabilities 122 58 734 584

423,147 442,613 378,696 149,770

The main risks arising from the Group's financial instruments are credit risk, foreign currency risk and liquidity
risk. The Group generally adopts conservative strategies on the Group's risk management and limits the
Group’s exposure to these risks 1o a minimum. The management of the Group reviews and agrees policies
for managing each of these risks and they are summarised betow. The Group also monitors the market price
risk arising from all financial instruments.
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31.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (CONTINUED)

Credit risk

The carrying amount of financial assets recognised on the Combined Financial Statements, which is net of
loss allowances, represents the Group's exposure to credit risk on these financial assets without taking into
account the credit enhancements.

Trade receivables

The Group trades only with recognised, creditworthy customers. It is the Group’s policy that all customers
who wish to trade on credit terms are subject to credit verification procedures. The Group limits its exposure
1o credit risk from trade receivables by establishing a maximum payment period of 90 days.

The Group's exposure to credit risk is influenced mainly by the individual characteristics of each customer.
The default risk of the industry and region in which customers operate also has an influence on credit risk but
to a lesser extent. Credit quality of a custcmer is assessed based on an extensive credit rating and individual
credit limit assessment which is mainly based on the Group’s own trading records.

At 31 December 2021, 2022 and 2023 and 30 September 2024, the Group had a concentration of credit risk
as approximately 18%, 62%, 37% and 64% of the total trade receivables was due from the Group’s largest
trade debtor, respectively, and approximately 50%, 81%, 64% and 79% of the total trade receivables was
due from the Group’s five largest trade debtors, respectively.

The Group’s customer base consists of a wide range of customers and the trade receivables are categorised
by common risk characteristics that are representative of the customers’ domicile and abilities to pay all
amounts due in accordance with the contractual terms. The Group applies a simplified approach in
calculating ECL for frade receivables and recognises loss allowances based on lifetime ECL at the end of
each reporting period.

As part of the Group’s credit risk management, the Group has applied internal credit rating for its customers
and established a provision matrix that is based on historical credit loss experience having considered the
ageing of debtors, adjusted for forward-looking factors specific to the debtors, the economic environment and
the domicile of the debtars’ countries. The expected loss rate used in the provision matrix is calculated for
each category based on actual credit loss experience over the past periods and adjusted for current and
forward-looking factors to reflect differences between economic conditions during the period over which the
historical data has been collected, current conditions and the Group's estimate on future economic
conditions over the expected lives of the receivables. There was no change in the estimation techniques or
significant assumptions made during the Track Record Period.

The Group does not hold any collateral over trade receivables at 31 December 2021, 2022 and 2023 and 30
September 2024.

None of the trade receivables were written off during the Track Record Period.
The information about the exposure to credit risk and ECL for trade receivables using a provision matrix with

appropriate groupings based on shared credit risk characteristics of customers and the domicile of the
customers’ countries at 31 December 2021, 2022 and 2023 and 30 September 2024 is summarised below.
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3.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (CONTINUED)

Credit risk {Continued)

Trade receivables (Continued)

Internal credit rating (Remark)

At 31 December 2021
PRC customers

- Risk Category 1

- Risk Category 2

Russia customers
- Risk Category 1

Other countries customers
- Risk Category 1

Internal credit rating {Remark}

At 31 December 2022
PRC customers

- Risk Category 1

- Risk Category 2

Russia customers
- Risk Category 1

Other countries customers
- Risk Category 1

B1

Weighted
average
expected loss
rate

%

3.16
16.60

4.33

4.41

Weighted
average
expected loss
rate

%

2.18
4,99

3.056

3.36

Gross
carrying Loss
amount allowance
RMB'000 RMB'000
6,613 209
8,119 1,348
14.586 631
10,196 450
39,514 2,638

I

Gross
carrying Loss
amount allowance
RMB'G0G RMB'000
5,561 121
2,748 137
53,980 1,645
7,883 265
70,172 2,168
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. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (CONTINUED)

Credit risk {Continued}
Trade receivables (Continued)
Weighted
average Gross
expected loss carrying Loss
rate amount allowance
Internal credit rating {(Remark) % RMB'000 RMB'000
At 31 December 2023
PRC customers
- Risk Category 1 1.66 10,867 180
- Risk Category 2 3.65 384 14
Russia customers
- Risk Category 1 5.63 17,556 988
Other countries customers
- Risk Category 1 343 7,522 258
36,329 1,440
e
Weighted
average Gross
expected loss carrying Loss
rate amount allowance
Internal credit rating (Remark) % RMB'000 RMB'000
At 30 September 2024
PRC customers
- Risk Category 1 1.56 17,067 267
Russia customers
- Risk Category 1 4.80 52,280 2,508
Other countries customers
- Risk Category 1 2.52 11,326 285
80,673 3,060
—— S —————
Remarks:
Risk Category Description
Risk Category 1 The debtor has on-going business relationship with the Group with a good credit history.
The Group expects the deblor to settle the receivable within one year.
Risk Category 2 The debtor failed to settle on time due to a temporary problem, but the Group expecis the problem
could be resclved and the ouistanding amount could be settled in a foreseeable future.
Risk Category 3 The debtor failed to settie the receivables on time and the situation could not be resolved in

a foreseeable fulure.
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31.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (CONTINUED)

Credit risk (Continued)

Trade receivables (Continued)

The movements in loss allowances for trade receivables during the Track Recerd Period are summarised
below.

Nine months

ended 30
Year ended 31 December September
2021 2022 2023 2024
RMB'060 RMEBG00 RMB'000 RMB'060
At the beginning of the reporting period 2,515 2,638 2,168 1,440
Increase (Decrease) in loss allowance, net 123 {470 (728) 1,620
At the end of the reporting period 2638 2,168 1,440 3,060
E—— ——— i ————

During the year ended 31 December 2021, the increase in loss allowance on trade receivables was
mainly due to the increase in fong overdue trade receivables.

During the yvear ended 31 December 2022, the decrease in loss allowance on trade receivables was
mainly due to the settlement of long cverdue trade receivables from certain debtors.

During the year ended 31 December 2023, the decrease in loss allowance on trade receivables was
mainly due to the decrease in gross balances of the trade receivables.

During the nine months ended 30 September 2024, the increase in loss allowance on trade receivables
was mainly due to the increase in gross balances of the trade receivables.

Other financial assets carried at amortised costs
The Group's other financial assets carried at amortised costs include pledged bank deposits, cash and
cash equivalents and other receivables in the combined statements of financial position.

The Group's pledged bank deposits and cash and cash equivalents include cash at banks and assets
with similar nature as cash, of which cash at banks are deposited in major financial institutions located in
the PRC and assets with similar nature as cash are deposited in high creditworthy financial institutions
located in the PRC, which are of high credit rating. The management of the Group does not expect any
losses arising from non-performance by these counterparties.

The management of the Group considers that the other receivables have low credit risk based on the
borrowers’ strong capacity toa meet its contractual cash flow obligations in the near term and low risk of
default. Loss allowances on other receivables is measured on 12-month ECL and reflects the short
maturities of the exposures.

In estimating the ECL, the management of the Group has taken into account the historical actual credit
loss experience over the past years, past collection history, current creditworthiness, adjusted for
forward-looking factors that are specific to the counterparties and general economic conditions of the
industry in which the counterparties operate, in estimating the probability of default of these financial
assets, as well as the loss upon default in each case. The management of the Group considers the ECL
of other receivables to be negligible after taking into account the financial position, credit quality and past
settlement records of the counierparties.

There was no change in the estimation techniques or significant assumptions made during the Track
Record Period.

83



Soft International Group Ltd

Notes to the Combined Financial Statements
Years ended 31 December 2021, 2022 and 2023 and nine months ended 30 September 2024

31.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (CONTINUED)

Foreign currency risk
The Group's transactions are mainly denominated in RMB and US$.

Certain financial assets and financial liabilities of the Group are denominated in currencies other than the
functional currency of the respective group entities and therefore exposed to foreign currency risk. The
net carrying amounts of those financial assets and liabilities are analysed as follows:

At 30
At 31 December September
2021 2022 2023 2024
RMB'000 RMB'000 RMB'000 RMB'000
Financial assets, net
uss 3,496 5430 9,027 1,759

At 31 December 2021, 2022 and 2023 and 30 September 2024, if the exchange rate of US$ had
increased/decreased by 5% against the functional currencies of the respective Group's entities and other
variables were held constant, the Group's pre-tax profits would increase/decrease by approximately
RMB175,000, RMB272,000, RMB451,000 and RMB88,000 for the years ended 31 December 2021,
2022 and 2023 and the nine months ended 30 September 2024, respectively.

The sensitivity analysis has been determined assuming that the changes in foreign exchange rates had
occurred at the end of each reporting period and had been applied to the Group's exposure to currency
risk for financial instruments in existence at that date, and that all other variables, in particular interest
rates, remain constant.

The stated changes represent management’s assessment of reasonably possible changes in foreign
exchange rates over the year until the end of the next reporting period.

In the opinion of the Group’s management, the sensitivity analysis is unrepresentative of the inherent
foreign exchange risk because the exposure at the end of the reporting period does not reflect the
exposure during the reporting period.

The Group's management monitors the related foreign currency risk exposure closely on daily basis and,
pursuant fo a written foreign currency hedging policy as approved by the Group’s management, the
Group would only enter into foreign currency forward contracis should need arise. At the end of each
reporting period, the Group had no significant outstanding foreign currency forward contracts.
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31.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (CONTINUED)

Liquidity risk

The Group's objective is to maintain a balance between continuity of funding and flexibility. The Group
has no specific policy for managing its liquidity. The undiscounted contractual maturity profile of the
Group’s financial liabilities at the end of each reporting period, based on the contractual undiscounted

payments, is summarised below:

At 31 Decemher 2021

Trade and olher payables

Amount due to the Controlling Shareholder
Interest-bearing barrowings

Lease liabilities

At 31 December 2022

Trade and other payables

Amount due to the Controlling Shareholder
Interest-bearing barowings

Lease liabilities

At 31 December 2023

Trade and other payables

Amount due to the Controlling Shareholder
Interest-bearing horrowings

Lease liabilities

At 30 September 2024

Trade and other payables

Amount due 1o the Controlling Shareholder
Interest-bearing borrowings

Lease liabilities

Total

Total contractual  On demand
carrying undiscounted  orless than 1t0 2 2to Over 3
amount cash flow 1 yaar years 3years years
RMB'000 RMBGO0 RMB'000 RMB'000 RME 006 RMB'000
85,316 85,316 85,316 - - -
327,709 327,709 137,615 - 190,094
10,000 10,254 10,254 - -
122 126 66 60 -
423,147 423,405 233,251 60 - 190,094
ST S TS T TEE— ————,
51,498 81,498 81,498 - -
343,056 343,056 136,212 - 206,844
18,000 18,373 18,373 - -
59 60 60 - =
442,613 442 987 236.143 - - 206,844
L =& _____________‘; ___________§§ & &8 _______ __J
86,102 86,102 86,102 - -
278,860 278,860 71,576 207,284
13,000 13417 13417 - - -
734 768 289 289 190 -
378,696 379.147 171,384 289 190 207,284
L] EE—— EeeeeeeeEE  Ee—— pee————
107,863 107,863 107,863 - - -
23,123 23,123 23,123 - -
18,200 18,501 18,501 - -
584 605 329 266 1" -
149,770 150,092 149,816 265 1 -
— — ey EE—
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32.

33.

34.

FAIR VALUE MEASUREMENTS

The management of the Group estimates the fair value of its financial assets and financial liabilities
measurement of amortise cost using the discounted cash flows analysis. The management of the Group
considers that the carrying amounts of financial assets and financial liabilities recorded at amertised cost
in the combined statements of financial position approximate their fair values.

COMMITMENTS

(a)

(b)

Capital expenditure commitments

At 30
At 31 December September
2021 2022 2023 2024
RMB060 RMB'000 RMB'G00 RMB'000
Contracted but not provided for net of
deposits paid for acquisition of
property, plant and equipment 19,214 6,872 6,903 3,919

Commitments under leases

The Group as lessor

The Group leases out its properties under operating leases with lease terms ranging from cne
year to three years. The future aggregate minimum rental receivables under non-cancellable

operating leases are as follows:

At 30

At 31 December September

2021 2022 2023 2024

RMB'000 RME'000 RMB'000 RMB'G00

Within one year 981 709 513 351
More than one year but less than two

years 374 43 191 49

More than two years but less than
three years 6 - - -
1,361 752 704 400
1

CAPITAL MANAGEMENT

The objectives of the Group's capital management are to safeguard the Group's ability to continue as a
going concern and to provide returns for equity owners. The Group manages its capital structure and
makes adjustments, including payment of dividend, call for additional capital from equity owners or sale
of assets to reduce debts. No changes were made in the abjectives, policies or processes during the
Track Record Period.
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35.

36.

EVENTS AFTER THE REPORTING PERIOD

Subsequent to 30 September 2024, the Group has the following subsequent events:

(i)

(ii)

(iii)

Pursuant to the resolution in writing of the Company’s shareholders passed on 10 March 2025,
subject to the share premium account of the Company being credited as a result of the offering of
the Company's shares, the directors of the Company were authorised to allot and issue a total of
650,000,000 shares of HK$0.0001 each to the existing shareholders, credited as fully paid at par
by way of capitalisation of the sum of HK$65,000 standing to be credit of the share premium
account of the Company (the “Capitalisation Issue™) and the shares to be allotted and issued
pursuant to this resolution shall carry the same rights as all shares in issue (save for the right to
participate in the Capitalisation issue).

As disclosed in note 22 to the Combined Financial Statements, the amount due te the Controlling
Shareholder has been fully settled prior to the Listing.

As disclosed in note 23 to the Combined Financial Statements, the guarantee and the pledged
properties provided by the Controlling Shareholder and his spouse on the Group's interest-bearing
borrowings are subsequently released and replaced by a corporate guaraniee provided by a
subsidiary of the Group.

SUBSEQUENT FINANCIAL STATEMENTS

No audited financial statements have been prepared in accordance with IFRS Accounting Standards
and/or other applicable financial reporting standards for the Company or any of its subsidiaries in respect
of any period subsequent to 30 September 2024.
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