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Corporate Information and
Financial Calendar

Corporate Information
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KONG Jiannan

YANG Jingbo (resigned on 20 June 2025)
CHEN Wende (appointed on 20 June 2025)
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KONG Jianmin (Chairman)
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LIU Xiaolan

FUNG Che Wai, Anthony

NG Yi Kum
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LIU Xiaolan
FUNG Che Wai, Anthony
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KONG Jiannan
FUNG Che Wai, Anthony
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FUNG Che Wai, Anthony
NG Yi Kum

Company Secretary

YAU Kam Chuen (resigned on 31 January 2026)
TSEONG Ka Wai (appointed on 31 January 2026)

Authorised Representatives

KONG Jiannan
YAU Kam Chuen (resigned on 31 January 2026)
TSEONG Ka Wai (appointed on 31 January 2026)

Auditor

Prism Hong Kong Limited
Certified Public Accountants
Registered Public Interest Entity Auditor

Financial Calendar

Annual results announcement: 31 March 2026

Closure of register of members (for ascertaining shareholders’ entitlement to attend and vote at annual

general meeting):
29 May 2026 to 3 June 2026 (both days inclusive)

Annual general meeting: 3 June 2026

KWG LIVING GROUP HOLDINGS LIMITED

Legal Advisors

As to Hong Kong law: Sidley Austin
As to Cayman Islands law: Conyers Dill & Pearman
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Cricket Square, Hutchins Drive, P.O. Box 2681,
Grand Cayman, KY1-1111, Cayman Islands

Principal Place of Business in
Hong Kong

Room 1302, 13th Floor,

Harcourt House, 39 Gloucester Road,
Wanchai, Hong Kong

Principal Share Registrar
Conyers Trust Company (Cayman) Limited
Cricket Square, Hutchins Drive, P.O. Box 2681,
Grand Cayman, KY1-1111, Cayman Islands

Hong Kong Share Registrar

Computershare Hong Kong Investor Services Limited
Shops 1712-1716, 17/F, Hopewell Centre,
183 Queen’s Road East, Wan Chai, Hong Kong

Principal Bankers

Bank of China Limited

China Construction Bank Corporation

China Everbright Bank Co., Limited

China Merchants Bank Co., Limited

Hua Xia Bank Co., Limited

Industrial and Commercial Bank of China Limited
Industrial Bank Co., Limited

Website

www.kwgliving.com
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Corporate

The history of KWG Living Group Holdings Limited
(the “Company”, together with its subsidiaries,
collectively the “"Group”, “we”, “us” or “our”)
can be traced back to 2004. Its shares (the
“Shares”) were listed (the “Listing”) on the
Main Board of The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”) (stock code:
3913) on 30 October 2020 (the “Listing Date”).

The Group is a leading full-scale smart service
operator in the People’s Republic of China ("PRC”
or “China”). Leveraging over 20 years of
professional operation, the Group has achieved
in-depth coverage across diversified businesses,
with service scenarios covering residence, office
buildings, shopping malls, hotels, institutions,
schools, hospitals, industrial parks, public buildings
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and city services. The Group has long been
dedicated to deepening its presence in the
Guangdong-Hong Kong-Macao Greater Bay Area
and the Yangtze River Delta region, continuously
consolidating its regional leading advantages,
while steadily expanding into core cities of the
Bohai Economic Rim and Midwest China to
enhance its market coverage and business share
on a continuous basis.

Looking forward, the Group will fully leverage
industrial opportunities to proactively expand
third-party market-oriented business, promote the
synergistic collaboration and organic integration
among various businesses, and continuously
strengthen its scale advantages and market
position. At the same time, the Group will further
establish a standardised and technology-driven
service system, leveraging refined operations and
technology empowerment to continuously
enhance service efficiency and quality, thereby
building a positive cycle of high-quality and
sustainable development.
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Financial Highlights

For the year ended 31 December

2025 2024 Change
RMB’000 RMB'000 %
Key financial information
Revenue 3,329,875 3,573,469 (6.8)
Gross profit 829,441 882,658 (6.0)
Loss for the year (316,287) (558,659) (43.4)
Attributable to:
— Owners of the parent (313,764) (572,282) (45.2)
— Non-controlling interests (2,523) 13,623 (118.5)
Losses per share attributable to ordinary equity holders
of the parent
— Basic (expressed in RMB cents per share) (15.49) (28.25) (45.2)
— Diluted (expressed in RMB cents per share) (15.49) (28.25) (45.2)
As at 31 December
2025 2024 Change
RMB’000 RMB’000 %
Total assets 5,975,991 6,184,524 (3.4)
Total liabilities 3,182,599 3,042,413 4.6
Total equity 2,793,392 3,142,111 (11.1)

KWG LIVING GROUP HOLDINGS LIMITED
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Honours and Awards

The Group’s high-quality services and exceptional management have earned widespread recognition from customers
and various institutions. An inconclusive list of awards and honours received by the Group in 2025 is as follows:

Award time

10 April 2025

18 April 2025
18 April 2025
18 April 2025

25 April 2025

25 April 2025

25 April 2025

25 April 2025

25 April 2025

25 April 2025

22 May 2025

22 May 2025

Award

50 Excellent Property Service Enterprise in 2025

2025 Leading High-End Property Service Enterprise
in China

2025 Outstanding Red Property Service Enterprise
in China

2025 Outstanding Commercial Property
Management Enterprise in China

TOP 30 China Property Management Brands and
Companies in South China in 2025

2025 Top 100 China's Property Management
Enterprises in terms of Brand Value

2025 China Property ESG Sustainable Development
Leading Enterprise

2025 Leading Enterprise in Property Service
Customer Satisfaction

TOP 10 Commercial Property Management
Companies in terms of Services Capabilities in
China in 2025

TOP 20 Enterprises in terms of High-end Property
Services Capabilities in China in 2025

2025 Top 100 Property Management Companies
in China in terms of Comprehensive Strengths
— TOP 11

2025 Top 100 Property Enterprises in China in
terms of Brand Influence
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JEF o J 5 rand £ cvmpamed. ' Ensu FrgariTp .

i RIS (03913 . HK

Institution

Guandian Index Academy (8 253 &1
)

Beijing China Index Academy (1t &
H {5 BRI 7 Br)

Beijing China Index Academy (1t &=
IS BT 5 br)

Beijing China Index Academy (1t 5
FIEE BRI R br)

CRIC Property Management (3% if1 %)
CRIC Property Management (3% if1 %)
CRIC Property Management (52 i i)

CRIC Property Management (52 ifi )

CRIC Property Management (52 i ¥)

CRIC Property Management (3% if )

China Property Management Think
Tank (¥ %5 )

China Property Management Think
Tank (R % &)
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Honours and Awards
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Award time Award Institution
22 May 2025 2025 Top 20 Listed Property Management China Property Management Think

Companies in China — TOP 10

22 May 2025 TOP 20 Residential Property Management
Enterprises in China in 2025

22 May 2025 TOP 10 Commercial Property Management
Enterprises in China in 2025

22 May 2025 2025 Leading Enterprise in Market-oriented
Expansion of China’s Properties

22 May 2025 2025 Best ESG Practices among Listed Property
Management Companies in China

22 May 2025 Top 30 Property Management Enterprises in South
China in 2025
22 May 2025 2025 China Benchmark Property Services Project:

Guangzhou ® KWG Richmond Greenville

29 May 2025 TOP 11 Comprehensive Capability of China
Property Enterprises in 2025

29 May 2025 2025 Benchmark Smart Property Service Enterprise
29 May 2025 2025 Benchmark Red Property Service Enterprise
29 May 2025 2025 Leading Enterprise in Property Management

Competitiveness in Guangzhou, China

29 May 2025 “Golden Coordinate” Award — Annual
Commercial Innovation-driven Enterprise

13 June 2025 TOP 500 Property Management Companies in
China in terms of Comprehensive Strength
— TOP 12

13 June 2025 Leading Residential Property Service Companies in
China

13 June 2025 Leading Enterprise in Public Property Management

Services in China

KWG LIVING GROUP HOLDINGS LIMITED

Tank (R ¥ &)

China Property Management Think
Tank (¥ %5 &)

China Property Management Think
Tank (R 915 &)

China Property Management Think
Tank (1% % &)

China Property Management Think
Tank (F#% &)

China Property Management Think
Tank (Y% &)

China Property Management Think
Tank (1% & )
EH Research ({88 & &)

EH Research ({58 & &)
EH Research ({58 & &)
EH Research (1B &1 &)

Winshang.com (& & 49)

CRIC Property Management (52 i I#)

CRIC Property Management (52 i ¥)

CRIC Property Management (52 1 )



Honours and Awards
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Award time

13 June 2025

13 June 2025

13 June 2025

13 June 2025

26 June 2025

26 June 2025

5 Dec 2025

S Dec 2025

18 Dec 2025

18 Dec 2025

18 Dec 2025

18 Dec 2025

Award

Leading Enterprise in Party Building-driven
Development in China

Leading Enterprise in Quality Property Management
Services in China

China Property Management Excellence
Benchmarking Project-Chengdu Skyville

China Property Management Excellence
Benchmarking Project: Shanghai Tianyue Court

2025 China Asset Management Operational
Capability Excellence Benchmarking Enterprise

2025 Top 20 Enterprises in Integrated Strength of
Commercial Property Management in China

2025 Benchmark Creative Marketing Award —
KWG Commercial Asset Management Company
“Dream FUN Flying Season”

2025 Integrated Strength of Retail Commercial
Real Estate Enterprises TOP 100 — TOP 28 KWG
Commercial Asset Management Company

2025 Top 100 Property Service Enterprises in the
Greater Bay Area — TOP 11

2025 Top 20 Residential Property Service
Enterprises in the Greater Bay Area

2025 Top 10 Commercial Property Service
Enterprises in the Greater Bay Area

2025 Top 5 Party Building-driven Development
Enterprises in the Greater Bay Area

Institution

CRIC Property Management (52 i 1)

CRIC Property Management (52 i ¥%)

CRIC Property Management (52 i ¥%)

CRIC Property Management (52 ifi )

CRIC Property Management (3% if1 %)

CRIC Property Management (3% if1 %)

Winshang.com (i & 48)

Winshang.com (% 1 48)

CRIC Property Management (3% if1 )

CRIC Property Management (52 i I#)

CRIC Property Management (52 i i)

CRIC Property Management (52 i i)
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&\ Chairman’s

\ Statement

We will
continue to
advance the service
capability of business
diversity in cities, focus on
constructing economic
ecology with partners, and
stress on the continuous
optimisation of customer
service experience. By
providing customers with a
more “Intelligent and
Pleasant” experience, the
Company will move from
full business coverage to
full ecological operation,
creating sustainable
value for its
shareholders.




Dear Shareholders,

Thanks for your continued support for the Group’s
development. | am pleased to present the business
review and outlook of the Group for the year ended
31 December 2025.

2025 was a critical year for China’s economy to
advance in-depth structural reforms and seek
high-quality development. It also marked a key phase in
the transformation of the property service industry
towards quality, professionalism and marketisation. The
15th Five-Year Plan explicitly outline policy guidance for
improving the quality of housing and property services.
The market and customers are placing higher demands
on the professional capabilities, refined management,
and diverse supply of property services. In response,
property service enterprises are continuously striving for
improvement and innovation in areas such as service
upgrades, cost control, and capacity optimisation to
actively adapt to market changes.

In 2025, amid industry restructuring and market
challenges, the Group steadfastly implemented the
“effectiveness-first” strategy by focusing on market-
oriented development, consolidating its core businesses,
upgrading service quality, and enhancing operational
efficiency. Nevertheless, due to multiple factors
including the industrial conditions, the Group’s
operating results came under pressure for the vyear.
During the year ended 31 December 2025, the Group
achieved a revenue of approximately Renminbi (“RMB")
3,329.9 million, representing a year-on-year decline. It
recorded a net loss of approximately RMB316.3 million,
reducing the loss by approximately RMB242.4 million
compared to the previous year, and the extent of loss
was effectively narrowed. At the same time, the Group
has always adhered to the baseline of service quality
and the principle of precise cost control, and its core
profitability indicators remained relatively stable. During
the year ended 31 December 2025, the Group achieved
gross profit of approximately RMB829.4 million with
gross profit margin maintaining at approximately
24.9%.

Deeply engaging in regions and
independent development

The 2025 Central Urban Work Conference (2025
F R R T {E® &) further specified the
national regional development layout, and
promoted the development of modern urban
clusters and metropolitan areas, which further
clarifies the direction for high-quality development
in the industry. Adhering to a strategy of
“focusing on core regions”, the Group has highly
aligned with the national development framework.
Through deepening its presence in higher-tier
cities, the Group steadily consolidated its
operational advantages and service barriers in
these core regions. Currently, the industry remains
in a period of adjustment with certain challenges
in the operations. Steadfast commitment to
market-driven and independent development has
become the key for enterprises to navigate
economic cycles and achieve sustainable
development. The Group stays committed to the
path of market-driven and independent
development, continuously enhancing its
capabilities in third-party expansion and service
delivery. During the year ended 31 December
2025, the proportion of revenue from third-party

ANNUAL REPORT 2025
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Chairman’s Statement

steadily increased, which has become a core pillar
for counteracting the pressure on the industry
and supporting the Group’s robust development.

Enhancing commercial services
to empower synergistic growth

Leveraging years of experience and core
competencies in commercial operation, the Group
adheres to the philosophy of mutual growth and
prosperity with tenants, closely aligning with their
operational needs to build a full-cycle commercial
operation system. Aiming at converting customer
traffic and enhancing operational quality, it
contributes to regional consumption and the
prosperity of commercial districts. During the year
ended 31 December 2025, sales and customer
traffic at various commercial projects of the
Group increased, while property fee collection
rates continued to improve, demonstrating the
solid foundation and robust resilience of the
commercial operational services segment. In the
high-end commercial and office sector, the Group
has provided specialised, integrated, and
scenario-based operational services tailored to the
core businesses of tenant companies. This
approach has curbed operating costs, enhanced
operational efficiency, and enabled tenants to
focus on their core businesses. Additionally, the
Group has actively fostered a high-quality business

KWG LIVING GROUP HOLDINGS LIMITED

environment, established platforms for corporate
exchange and collaboration, integrated resources,
and refined the supporting facilities to promote
synergy among various parties, thereby creating a
mutually beneficial and win-win ecosystem for
commercial and office buildings.

Laying a solid foundation for
healthy development by
stabilising the volume of
existing properties and
optimising growth

Currently, residents’ demand for high-quality
property services is continuously increasing, and
the industry has entered an important
development stage of parallel in-depth presence
of existing properties and expansion of additional
properties. Facing the profound changes in the
industry landscape, the Group adheres to seeking
progress while maintaining stability, and
persistently implementing the dual-wheel driven
development strategy. Taking the robust operation
of existing properties as its core ballast, the
Group adheres to the principle of stability first,
quality and efficiency priority, and takes service
quality-oriented. By focusing on the refinement of
basic services, prompt responses to customer
demands, and a diverse range of customised



services, and establishment of multi-channel
communication mechanisms, the Group has
continuously improved its refined operation
systems and consolidated its fundamental business
operations. In terms of expansion of newly added
properties, the Group has aligned with the
industrial trend toward high-quality development
by establishing a full-cycle management system
and deepening its diversified business portfolio.
During the year ended 31 December 2025, the
Group successfully expanded into new sectors
such as headquarters of gaming companies and
airports, and secured contracts for several
landmark public construction projects worth tens
of millions of Renminbi. These achievements have
showcased the Group’s professional strengths and
brand influence, providing strong momentum for
its sustainable development.

Optimising organisational
structure, improving operational
quality and efficiency

Efficient organisational operations are a key pillar
of the Company’s high-quality corporate
development. The Group remains committed to
enhancing management and boosting operational
efficiency, continuously optimising its governance
system and strengthening the synergies across the
organisation. In terms of structures, a new Supply
Chain Management Center has been established
to consolidate supplier resources through
centralised management, expand the scope of
centralised procurement, effectively curb operating
costs, and solidly foster operational resilience. In
terms of service standardisation, the Group has
refined the operational procedures by leveraging
scenario-based standards and full-process norms,
while establishing an integrated online and offline
training mechanism. Additionally, by focusing on
customer needs, it has strengthened the talent
pool, expanded service offerings, and enhanced
the professionalism of frontline service staff,
thereby providing strong support for cost
reduction, efficiency enhancement, and quality
upgrades.

Chairman’s Statement

5. Future Outlook

In the future, the continuous implementation of
standardised industry norms for property services
on the policy side, and the increasingly prominent
demands for diversified and personalised property
services from customers on the demand side, will
further accelerate the differentiation of the
industry. Meanwhile, the continuous release of
domestic consumption demand and the in-depth
exploration of the operational value of the
existing assets will become the key growth points
driving macroeconomic development, and will also
breed new opportunities for the transformation
and development of the property service industry.

Amid a rapidly evolving landscape, opportunities
continue to emerge alongside challenges. | would
like to express my gratitude for the long-term
trust and support of all the shareholders of the
Company (the “Shareholder(s)”), the joint
efforts and close collaboration of all partners, and
the hard work and dedication of all employees. In
2026, the Group will continue to take professional
services as the key focus and quality operations
as the foundation of development, forge
operating resilience in the wave of deep industry
transformation, and seize new opportunities as
the first mover in market development. We
remain committed to working closely with all
stakeholders to embrace a high-quality and
sustainable future.

ANNUAL REPORT 2025
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Management Discussion and Analysis

Business Review

In 2025, the property management industry in the PRC remained in a phase of profound adjustment. Under the
combined effects of multiple factors including the shrinking growth opportunities, intensifying industry competition,
and the continuous upgrading of public demand for “quality housing and quality services”, the industry as a
whole demonstrated a trend of low-speed growth. In the face of a complex external business environment, the
Group, on the basis of adhering to the high-quality operation of existing businesses and ensuring the renewal of
key projects, has continuously reviewed its existing business layout, resolutely exited inefficient projects, and
adopted a prudent expansion strategy for incremental businesses. At the same time, the Group simultaneously
promoted the optimisation of its organisational structure, deepened measures to reduce costs and increase
efficiency, fully leveraged its core advantages in business layout and in-depth regional development, and continued
to enhance its brand value, striving to achieve high-quality development during the industry adjustment period.

Ongoing Pressure from Industry Adjustment

Amid continued pressure in the PRC real estate industry, the property management industry has entered a critical
phase of transformation and development. Affected by the slowdown in the real estate development, the demand
for both early-stage property involvement and value-added services decreased. For the year ended 31 December
2025, the Group’s residential property management services segment reported revenue of approximately
RMB1,675.2 million, representing a year-on-year decrease of 5.3%. Despite the weaker demand for early-stage
businesses, the Group has remained committed to delivering high-quality services for core residential property
management. By further refining the management level of fundamental services such as cleaning, security, and
maintenance, the Group effectively maintained property owner satisfaction and the collection rate of in-service
projects, thereby consolidating the foundation of its core businesses.

Strategic Focus on Certain Businesses

Amid the trend of ongoing domestic economic adjustment, the businesses in the urban services sector were
affected by price competition in the market and the prolonged collection cycle, with the profitability of projects
continuing to be squeezed. During the year ended 31 December 2025, the Group continued to implement its
strategic focus strategy by proactively reducing inefficient resource input. At the same time, it conducted a risk
re-assessment of certain public property projects to optimise the efficiency of project portfolio and resource
allocation. For the year ended 31 December 2025, the Group’s non-residential property management and
commercial operational services segment recorded revenue of approximately RMB1,654.7 million, down 8.3%
year-on-year. The Group will continue to focus on the well-selected markets in the non-residential sector with a
value-oriented approach to ensure resources are mainly deployed to projects with lower risks and of higher quality.
Meanwhile, the Group will also push forward business structure optimisation to achieve long-term sustainable
value growth.

KWG LIVING GROUP HOLDINGS LIMITED



Management Discussion and Analysis

Impacts of Impairment of Certain Assets

(i) For the year ended 31 December 2025, the Group recorded impairment provisions for trade receivables of
approximately RMB393.2 million. This was primarily due to the ongoing downturn of the real estate market
in the PRC, and the significant changes in the market environment, including weakened demand and
downward pressure on housing prices, which brought challenges to the overall business environment and
resulted in a slowdown in the pace of recovering trade receivables owed to the Group. Accordingly, the
Company prudently assessed the amount of impairment provisions made for trade receivables and made
appropriate accounting estimates.

(i) For the year ended 31 December 2025, the Group derecognised certain deferred tax assets and had an
increase in deductible temporary differences not recognised as deferred tax assets for certain subsidiaries,
which led to an increase in income tax expenses of approximately RMB184.6 million. This was mainly due to
the ongoing pressure from the macroeconomic environment, as the Group expects that these subsidiaries will
not have sufficient taxable profits in future periods to utilise the benefits of the deductible temporary
differences;

(iii)  For the year ended 31 December 2025, the Group recorded impairment losses on goodwill and property,
plant and equipment of approximately RMB83.8 million and RMB29.0 million, respectively. This was mainly
because certain contracts of subsidiaries acquired by the Group in prior periods were not renewed due to
intense market competition. The expansion of these subsidiaries’ new customer base fell short of
expectations, which, together with increased costs arising from service quality improvements, led to a decline
in their revenue and operating profit. Despite the decrease in operating profit, these subsidiaries still
recorded a net operating profit for the year ended 31 December 2025.

Further Improvement in Independence

For the year ended 31 December 2025, among the total revenue realised by the Group, revenue from independent
third parties accounted for approximately 90.6%, representing an increase of approximately 2.0 percentage points
as compared to 2024. In recent years, the Group gradually reduced its reliance on the business of a single
related-party customer and focused on expanding its business development in independent markets. As such,
revenue from independent third parties accounted for 63.1%, 78.6%, 82.9%, 88.6% and 90.6% in 2021, 2022,
2023, 2024 and 2025, respectively, demonstrating a momentum of year-on-year growth. The Group has been
committed to enhancing its brand influence and market competitiveness. With the enhancement of brand
recognition and comprehensive service capabilities, the Group will continue to focus on core city clusters,
strengthen its differentiated competitive advantages, and build a sustainable and independent operating model.

Reducing Cost and Increasing Efficiency to Optimise Operation

The Group has made efforts across multiple dimensions including organisational structure, management processes,
technology application, and resource integration to comprehensively enhance operational efficiency. During the
year ended 31 December 2025, the administrative expenses of the Group declined by 9.2% year-on-year. In terms
of labor costs, the Group continuously optimised its organisational structure, adopted a flat management and a
cross-departmental position-sharing model, streamlined intermediate levels, and improved per capita management
efficiency. In terms of technology application, the deeper adoption of intelligent inspection, remote monitoring and
business-finance integrated systems has effectively reduced repetitive manual work and cut internal communication
costs. In the procurement aspect, the Group further integrated procurement channels and strengthened its
centralised procurement mechanism, thereby controlling material consumption costs while ensuring service quality.

ANNUAL REPORT 2025
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Management Discussion and Analysis

Unwavering Dedication to Long-term and Sustainable Growth

Achieving customer satisfaction has always been the fundamental goal of the Group. Refined operations, enhanced
life-cycle and element-based management, digitalisation and talent cultivation mechanisms will all promote
structural optimisation and service empowerment, and drive long-term value creation. Looking forward, the Group
will be guided by the goal of enhancing operational quality. While ensuring the commercial value and long-term
sustainability of our projects, such goal will drive the shift of our business structure from scale-driven to
value-driven, so as to consolidate the foundation for sustainable growth.

Business Model
The Group’s revenue is primarily derived from two major business segments: (i) residential property management
services; and (i) non-residential property management and commercial operational services.

Residential Property Management Services
The Group provides residential property management services and introduces various services to meet the needs of
living scenarios for households and residents living in the communities, including:

o pre-sale management services: providing pre-sale management services to property developers in their
pre-sale activities, including cleaning, security and maintenance services for pre-sale display units and sales
offices. The Group charges a fixed service fee for such services;

o property management services: providing property management services such as cleaning, security, gardening
and repair and maintenance services to (i) property developers (for the undelivered portion of the properties);
and (ii) property owners, property owners’ associations or residents (for sold and delivered properties). The
Group collects property management fees for such services; and

o community value-added services: such as (i) home-living services — integrating industrial and ecological
resources to match the personalised needs of owners and providing diverse services; (i) property agency
services — providing property agency services to property owners, residents and property developers; and (iii)
common area value-added services — aimed at providing daily living convenience for property owners and
residents, and leveraging community space to enhance their sense of well-being. The Group typically charges
a commission-based fee or a fixed fee depending on the nature of services rendered.

KWG LIVING GROUP HOLDINGS LIMITED



Management Discussion and Analysis

Non-residential Property Management and Commercial Operational Services

The Group manages and operates a diversified portfolio of non-residential properties, provides property
management and commercial operational services to commercial properties such as shopping malls, office buildings
and industrial parks, and provides property management services to schools, hospitals, government authorities and
other public properties. The Group’s services include:

o pre-sale management services: providing pre-sale management services to property developers, such as
cleaning, security and maintenance services for pre-sale display units and sales offices. The Group charges a
fixed service fee for such services;

o property management services: providing services such as file management, cleaning, security, gardening and
repair and maintenance services to property owners or tenants. The Group charges property management
fees for such services;

—  property management services for commercial properties: the Group charges property management fees
for property management services provided to commercial properties (including shopping malls and
office buildings);

—  public property services and urban services: the Group charges management fees for property
management services provided to public properties (including schools, hospitals, government authorities,
industrial parks, transportation hubs, etc.) and for urban cleaning services provided to urban spaces
(including urban roads, rivers, etc.);

o commercial operational services: providing services such as preliminary planning and consultancy services,
tenancy sourcing services, tenancy management services and marketing and promotion services to property
owners and property developers. The Group typically charges (i) a commission-based fee with respect to the
operation of shopping malls; (ii) a profit mark-up on top of the costs with respect to the operation of office
buildings; and (iii) a fixed service fee on a per square metre basis for its preliminary planning and consultancy
services and tenancy sourcing services; and

o other value-added services: such as providing common area value-added services. The Group typically charges
a commission-based fee or a fixed fee depending on the nature of services rendered.

ANNUAL REPORT 2025

17
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Breakdown of the Total Revenue by Business Segments and Regions
The table below sets forth the breakdown of the Group’s total revenue by business segments for the reporting
periods indicated:

Year ended 31 December

2025 2024
RMB’000 % RMB’000 %
Residential property
management services
Pre-sale management services 68,099 2.0 82,549 2.3
Property management services 1,466,922 441 1,464,528 41.0
Community value-added services 140,160 4.2 222,099 6.2
Sub-total 1,675,181 50.3 1,769,176 495
Non-residential property
management and commercial
operational services
Pre-sale management services 10,474 0.3 22,127 0.6
Property management services
— Commercial properties 361,482 10.9 361,583 10.1
— Public property and
urban area 1,126,058 33.8 1,259,631 35.3
Commercial operational services 52,829 1.6 55,876 1.6
Other value-added services 103,851 3.1 105,076 2.9
Sub-total 1,654,694 49.7 1,804,293 50.5
Total 3,329,875 100.0 3,573,469 100.0
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Management Discussion and Analysis

Residential Property Management Services

For the year ended 31 December 2025, the Group’s revenue from the residential property management services
segment decreased by 5.3% year-on-year to approximately RMB1,675.2 million from approximately RMB1,769.2
million for the year ended 31 December 2024. The revenue decrease was primarily due to the pressure on the real
estate market, which led to a decrease in the number of residential property sales offices under the Group’s
management and a decrease in revenue from community value-added services in the residential segment.
Nonetheless, benefiting from the Group’s consistent adherence to fundamental service quality, the revenue from
property management services of the residential property segment for 2025 was approximately RMB1,466.9 million,
representing a year-on-year increase of approximately 0.2%.

Although the Group’s revenue from the residential property management services segment was affected by the
pressure on the real estate market, such as the decrease in revenue from pre-sale management services and
value-added services, the Group consistently focused on core regions and continuously pushed forward its strategy
of in-depth layout in economically developed regions. The revenue distribution of the residential segment across
the four regions remained basically stable, among which the proportion of revenue from the Greater Bay Area and
the Yangtze River Delta region reached 57.1%.

The table below sets forth a breakdown of the Group’s total revenue generated from residential property
management services for the periods indicated by regions:

Year ended 31 December

2025 2024
RMB’000 % RMB’000 %
Greater Bay Area 645,812 38.6 699,190 39.5
Yangtze River Delta® 310,499 18.5 345,004 19.5
Midwest China and Hainan@ 638,802 38.1 638,455 36.1
Bohai Economic Rim® 80,068 4.8 86,527 49
Total 1,675,181 100.0 1,769,176 100.0

Notes:

(1) Include Shanghai, Zhejiang Province, Anhui Province and Jiangsu Province.

(2) Include Sichuan Province, Yunnan Province, Shaanxi Province, Hubei Province, Hunan Province, lJiangxi Province, Guangxi Zhuang
Autonomous Region, Guizhou Province, Henan Province, Fujian Province, Hainan Province, Xinjiang Uygur Autonomous Region and
Chongging.

(3) Include Beijing, Tianjin and Shandong Province.
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Management Discussion and Analysis

Non-residential Property Management and Commercial Operational Services

For the year ended 31 December 2025, the Group's revenue from non-residential property management and
commercial operational services segment decreased by approximately 8.3% year-on-year to approximately
RMB1,654.7 million from approximately RMB1,804.3 million for the year ended 31 December 2024. The decrease
was primarily due to the fact that the Group had carried out a strategic contraction in light of the pressure on
profitability and changes in the market environment encountered by the urban services business, by adopting a
more prudent approach to commencing business in regions facing fiscal pressure and selecting for evaluating
market opportunities in the public property and urban services sector.

For the year ended 31 December 2025, the regional distribution of the revenue from the non-residential property
management and commercial operational services segment remained basically stable. Among which, the decrease
in revenue from the Greater Bay Area was mainly due to the strategic contraction of the urban services business
and the adjustment of commercial terms from gross to net basis for certain property project management service
contracts. The decrease in revenue from Midwest China and Hainan was mainly due to the adjustment of
commercial terms from gross to net basis for certain property project management service contracts.

The table below sets forth a breakdown of the Group’s total revenue generated from non-residential property
management and commercial operational services for the periods indicated by regions:

Year ended 31 December

2025 2024
RMB’000 % RMB'000 %
Greater Bay Area 599,049 36.2 745,984 41.3
Yangtze River Delta” 549,327 33.2 539,817 29.9
Midwest China and Hainan® 238,521 14.4 251,613 14.0
Bohai Economic Rim® 267,797 16.2 266,879 14.8
Total 1,654,694 100.0 1,804,293 100.0
Notes:
(1) Include Shanghai, Zhejiang Province, Anhui Province and Jiangsu Province.
(2) Include Sichuan Province, Chongging, Hubei Province, Hunan Province, Henan Province, Inner Mongolia Autonomous Region,

Shaanxi Province, Jiangxi Province, Yunnan Province, Guizhou Province, Guangxi Zhuang Autonomous Region and Hainan Province.

(3) Include Beijing, Tianjin, Shandong Province and Liaoning Province.
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Financial Review

Revenue

The Group derived its revenue from two business segments, namely the residential property management services
segment and non-residential property management and commercial operational services segment.

The table below sets forth the breakdown of revenue of the Group by business segments for the periods

indicated:

Year ended 31 December

2025 2024
RMB’000 % RMB’'000 %

Residential property management

services 1,675,181 50.3 1,769,176 49.5
Non-residential property management

and commercial operational

services 1,654,694 49.7 1,804,293 50.5
Total 3,329,875 100.0 3,573,469 100.0

Residential Property Management Services
The following table sets forth a breakdown of the Group’s revenue from residential property management services

by service line for the periods indicated:

Year ended 31 December

2025 2024
RMB’000 % RMB’000 %
Pre-sale management services 68,099 4.1 82,549 4.7
Property management services 1,466,922 87.5 1,464,528 82.8
Community value-added services 140,160 8.4 222,099 12.5
Total 1,675,181 100.0 1,769,176 100.0
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Management Discussion and Analysis

Pre-sale Management Services

Revenue generated from pre-sale management services under the Group’s residential property management services
segment decreased from approximately RMB82.5 million in 2024 to approximately RMB68.1 million in 2025. Such
decrease was primarily due to the decrease in the number of sales offices of residential properties under the
Group’s management, as a result of the continuous downturn of the real estate market in the PRC.

Property Management Services

Revenue generated from property management services under the Group’s residential property management
services segment slightly increased from approximately RMB1,464.5 million in 2024 to approximately RMB1,466.9
million in 2025. Such increase was primarily due to the increase in the Group’s gross floor area under
management for residential properties during the year ended 31 December 2025.

Community Value-added Services

Revenue generated from community value-added services under the Group's residential property management
services segment decreased from approximately RMB222.1 million in 2024 to approximately RMB140.2 million in
2025. Such decrease was primarily due to decline in revenue from second-hand leasing and sales services under
the challenging market conditions and decreasing demand from non-property owners for value-added services.

Non-residential Property Management and Commercial Operational Services
The following table sets forth a breakdown of the Group’s revenue from non-residential property management and
commercial operational services by service line for the years indicated:

Year ended 31 December

2025 2024
RMB’000 % RMB’'000 %
Pre-sale management services 10,474 0.6 22,127 1.2
Property management services 1,487,540 89.9 1,621,214 89.9
Commercial operational services 52,829 3.2 55,876 3.1
Other value-added services 103,851 6.3 105,076 5.8
Total 1,654,694 100.0 1,804,293 100.0

Pre-sale Management Services

Revenue generated from pre-sale management services under the Group’s non-residential property management
and commercial operational services segment decreased from approximately RMB22.1 million in 2024 to
approximately RMB10.5 million in 2025. Such decrease was primarily due to the decrease in the number of sales
offices of non-residential properties under the Group’s management during the year ended 31 December 2025.
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Property Management Services

Revenue generated from property management services under the Group’s non-residential property management
and commercial operational services segment decreased from approximately RMB1,621.2 million in 2024 to
approximately RMB1,487.5 million in 2025. Such decrease was primarily due to the strategic contraction of the
urban services business during the year ended 31 December 2025.

Commercial Operational Services

Revenue generated from commercial operational services under the Group’s non-residential property management
and commercial operational services segment decreased from approximately RMB55.9 million in 2024 to
approximately RMB52.8 million in 2025. Such decrease was primarily due to the lower demand from the Group’s
customers for commercial operational services.

Other Value-added Services

Revenue generated from other value-added services under the Group’s non-residential property management and
commercial operational services segment slightly decreased from approximately RMB105.1 million in 2024 to
approximately RMB103.9 million in 2025.

Cost of Sales

The Group's cost of sales represents costs and expenses directly attributable to the provision of its services, which
comprises (i) labor costs; (ii) subcontracting costs; (iii) utilities costs; (iv) office expenses; (v) cleaning expenses; (vi)
rent and management fees for staff dormitory and car parks; (vii) security expenses; and (viii) others. For the year
ended 31 December 2025, the total cost of sales of the Group was approximately RMB2,500.4 million, which was
decreased by approximately RMB190.4 million or 7.1% as compared to approximately RMB2,690.8 million for the
year ended 31 December 2024. Such decrease is generally in line with the decline in revenue of the Group during
the year ended 31 December 2025.

Gross Profit and Gross Profit Margin

As a result of the foregoing, during the year ended 31 December 2025, the gross profit of the Group decreased
by approximately RMB53.3 million or 6.0% to approximately RMB829.4 million in 2025 from approximately
RMB882.7 million in 2024. The Group reported gross profit margin of 24.9% for the year ended 31 December
2025 (2024: 24.7%).

ANNUAL REPORT 2025

23



24

Management Discussion and Analysis

Other Income and Gains

The other income and gains of the Group decreased by approximately RMB101.8 million or 83.9% to
approximately RMB19.5 million in 2025 from approximately RMB121.3 million in 2024, and mainly comprised
government grants, tax incentives on value-added tax and late penalty income of approximately RMB5.8 million,
RMB4.2 million and RMB3.4 million, respectively. Such decrease was primarily due to the provision for
compensation on profit guarantee in relation to acquisition made in prior years in accordance with the terms of
the relevant agreements of approximately RMB96.5 million in 2024, which was absent in 2025.

Administrative Expenses

Administrative expenses mainly consist of (i) salaries and allowances for the Group’s administrative and
management personnel; (ii) depreciation and amortisation costs; and (iii) office expenses. For the year ended 31
December 2025, the administrative expenses of the Group were approximately RMB428.3 million, which decreased
by approximately RMB43.3 million or 9.2% as compared to approximately RMB471.6 million for the year ended
31 December 2024. Such decrease was primarily due to the decrease in amortisation costs in 2025 in relation to
certain intangible assets generated from business combinations in previous years, which had been fully amortised
or impaired in 2024. In addition, the decrease in administrative expenses also reflected the Group’s continuous
improvement in management efficiency.

Other Expenses, Net

For the year ended 31 December 2025, the other expenses of the Group was approximately RMB543.1 million,
representing a decrease of 48.3% from approximately RMB1,050.0 million for the year ended 31 December 2024,
and mainly comprised impairment losses on trade receivables of approximately RMB393.2 million, impairment losses
on goodwill of approximately RMB83.8 million and impairment losses on property, plant and equipment of
approximately RMB29.0 million. After taking into consideration of the credit risk and market environment, the
Group recorded appropriate impairment provisions for trade receivables in view of the slow pace of recovery of
trade receivables during the year ended 31 December 2025. In addition, the impairment losses on goodwill and
property, plant and equipment recognised by the Group primarily stemmed from intense market competition,
resulting in the non-renewal of certain contracts by subsidiaries acquired in previous years and the expansion of
new customer base falling short of expectations. The decrease in other expenses was primarily due to a decrease
in impairment losses on goodwill of the Group of approximately RMB546.2 million from approximately RMB630.0
million in 2024 to approximately RMB83.8 million in 2025.

Income Tax Expenses

For the year ended 31 December 2025, the income tax expenses of the Group was approximately RMB167.0
million, which increased by approximately RMB157.3 million as compared to approximately RMB9.7 million for the
year ended 31 December 2024. Such increase was primarily due to the derecognition of previously recognised
deferred tax assets and the increase in deductible temporary differences not recognised as deferred tax assets for
certain subsidiaries of the Group in 2025, which led to an increase in income tax expenses of approximately
RMB184.6 million for the year ended 31 December 2025. Based on the current challenging market environment
and the existing operational arrangements, the Group expects that such subsidiaries will not have sufficient taxable
profits in future periods to utilise the benefits of the deductible temporary differences.

Net Loss
As a result of the foregoing, the Group recorded a net loss of approximately RMB316.3 million for the year ended
31 December 2025 (2024: approximately RMB558.7 million).
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Financial Position and Capital Structure

Total Assets, Total Liabilities and Current Ratio

As at 31 December 2025, the total assets of the Group was approximately RMB5,976.0 million (as at 31 December
2024: approximately RMB6,184.5 million), and the total liabilities was approximately RMB3,182.6 million (as at 31
December 2024: approximately RMB3,042.4 million). As at 31 December 2025, the current ratio of the Group was
1.67 (as at 31 December 2024: 1.84).

Cash and Cash Equivalents

As at 31 December 2025, the Group’s cash and cash equivalents amounted to approximately RMB1,219.2 million,
representing an increase of approximately 6.4% as compared with approximately RMB1,145.6 million as at 31
December 2024. Such increase was primarily due to the recovery of certain historical trade receivables during the
year ended 31 December 2025. All of the Group’s cash and cash equivalents were denominated in RMB except for
approximately RMBO0.4 million which were denominated in Hong Kong dollars (“"HK$") and United States dollars.

Borrowings and Charges on the Group’s Assets

As at 31 December 2025, the Group’'s total borrowings were approximately RMB414.3 million (as at 31 December
2024: approximately RMB524.1 million). Amongst which, approximately RMB140.3 million will be repayable within
1 year and approximately RMB274.0 million will be repayable between 2 and 4 years. The Group’s bank and other
borrowings were secured by trade receivables, other receivables and property, plant and equipment of the Group
with total carrying value of approximately RMB55.7 million, and equity interest of a subsidiary of the Group. All
the Group’s bank and other borrowings were denominated in RMB. All of the Group’s bank and other borrowings
were charged at floating interest rates except for loan balance of approximately RMB10.1 million which were
charged at fixed interest rates of 6.82% to 8.21% per annum as at 31 December 2025.

Trade Receivables

The Group’s trade receivables mainly represent receivables from residential property management services and non-
residential property management and commercial operational services. The Group’s trade receivables as at
31 December 2025 amounted to approximately RMB2,742.3 million, representing a decrease of approximately
RMB41.3 million or 1.5% as compared to approximately RMB2,783.6 million as at 31 December 2024. Due to the
continuous downturn of the external environment during the year ended 31 December 2025, the pace of recovery
of trade receivables continued to be slow. At the same time, the Group had made appropriate impairment
provisions during the year ended 31 December 2025.

Trade Payables
The Group’s trade payables as at 31 December 2025 amounted to approximately RMB684.7 million, representing
an increase of approximately RMB75.7 million or 12.4% as compared to approximately RMB609.0 million as at
31 December 2024. In order to improve the efficiency of working capital, the Group continuously negotiated with
certain third-party suppliers to extend the term of payment, resulting in an increase in trade payables as at
31 December 2025.

Gearing Ratio

The Group’s gearing ratio is calculated by dividing the net debt (total debt net of cash and cash equivalents and
restricted cash) by total equity. As the Group was in a net cash position as at 31 December 2025 and 2024, the
gearing ratio was not applicable to the Group.
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Contingent Liabilities
As at 31 December 2025 and 2024, the Group did not have any material contingent liabilities.

Foreign Exchange Risk

The Group mainly operates in the PRC and most of its operations are denominated in RMB. The Group will closely
monitor the fluctuations of the RMB exchange rate and give prudent consideration as to entering into currency
swap arrangement as and when appropriate for hedging corresponding risks. During the year ended 31 December
2025, the Group had not engaged in hedging activities for managing foreign exchange rate risk.
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Corporate Governance Report

Corporate Governance

The Group is committed to maintaining high standards of corporate governance to safeguard the interests of the
Shareholders and to enhance corporate value and accountability. During the year ended 31 December 2025, the
Company has applied the principles of good corporate governance and complied with the code provisions as set
out in the Corporate Governance Code contained in Part 2 to Appendix C1 (the "CG Code”) to the Rules
Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited (the “Listing Rules”), save for
the deviation for reasons set out below. The Company will continue to review and monitor its corporate
governance practices to ensure the compliance of the CG Code.

The CG Code stipulates that independent non-executive directors and other non-executive directors should attend
general meetings and code provision F.2.2 of the CG Code stipulates that the chairman of the board (the
“Board”) of directors (the “Director(s)”) of the Company (the “Chairman”) should attend the annual general
meeting. Mr. KONG Jianmin, a non-executive Director and the Chairman, was unable to attend the annual general
meeting of the Company convened and held on 3 June 2025, due to his other engagements. In the absence of
Mr. KONG Jianmin from the annual general meeting, Mr. KONG Jiannan, an executive Director, acted as the
chairman of the annual general meeting to ensure an effective communication with the Shareholders. Mr. KONG
Jianmin has also followed up with Mr. KONG Jiannan for any opinions or concerns of the Shareholders expressed
at the annual general meeting afterwards.

Corporate Culture

The Board leads to establishing the corporate culture and acts with integrity, leads by example, and is committed
to promoting the desired corporate culture of the Company. The Company’s corporate culture instils all levels of
the Group and continually reinforces the philosophy of “acting lawfully, ethically and responsibly”, as well as
aligns with the Company’s mission, corporate values and strategies.

More details about the Company’s vision, mission, corporate values and strategies are set out in the section
headed “Management Discussion and Analysis” in this annual report and available on the Company’s website
under the “Corporate Culture” section.

Model Code for Securities Transactions

The Company has adopted the Model Code for Securities Transactions by Directors of Listed Issuers as set out in
Appendix C3 to the Listing Rules (the “Model Code”) as its own code of conduct regarding securities
transactions of the Directors. In response to specific enquiry made by the Company, all Directors have confirmed
that they have complied with the Model Code during the year ended 31 December 2025. No incident of
non-compliance with the Model Code by the Company’s relevant employees have been noted for the year ended
31 December 2025 after making reasonable enquiry.
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Board of Directors

The Board is in charge of the task of maximising the financial performance of the Company and making decisions
in the best interest of the Company. The Board is also responsible for formulating business policies and strategies,
directing and supervising management of the Group, adopting and monitoring internal business and management
control, approving and monitoring annual budgets and business plans, reviewing operational and financial
performance, considering dividend policy, reviewing and monitoring the Company’s systems of financial control
and risk management. The Board has delegated the day-to-day management, administration and operation of the
Group and implementation and execution of Board policies and strategies to the Executive Directors and
management of the Company. All Directors have full and timely access to all relevant information in relation to
the Group’s businesses and affairs as well as unrestricted access to the advice and services of the Company
Secretary.

Board Composition

During the year ended 31 December 2025 and up to the date of this annual report, the Board comprises
Mr. KONG Jianmin (Chairman) as Non-executive Director; Mr. KONG Jiannan and Mr. CHEN Wende as Executive
Directors; and Ms. LIU Xiaolan, Mr. FUNG Che Wai, Anthony and Ms. NG Yi Kum as Independent Non-executive
Directors. Messrs. KONG Jianmin and KONG Jiannan are brothers. Save as disclosed above, there is no family or
other material relationship among the members of the Board.

An analysis of the Board’s current composition is set out in the following chart:

Gender O O

@ remale @ @

@ Female

Designation O O

- —

QD

Age \ < ) < ) < )
.Ages 60
oFabove (o — -
.Ages 60
or above

Length of Service \

Mr. CHEN Wende, who was appointed as Executive Director with effect from 20 June 2025 attended a training
session on 18 June 2025, at which an external legal advisor provided legal advice on Hong Kong law as regards
the requirements under the Listing Rules that are applicable to him as a director of the Company and the possible
consequences of making a false declaration or giving false information to the Stock Exchange. Mr. CHEN Wende
has confirmed his understanding of the information provided by the legal advisor.
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The biographical details of the Directors (including relationships among members of the Board), are set out in the
section headed “Biographical Information of Directors and Senior Management” in this annual report and available
on the Company’s website.

Board Skills and Experiences
The current Board consists the following skills and experiences that contribute to the Company’s strategic direction
and sustainable and balanced development:

Property Development

Diversity of
Expertise

Property Management Finance and Audit
and Sales

The current Board composition has provided the Company with a good balance and diversity of skills and
experience appropriate to the requirements of its business.

Board Evaluation

The Board recognises the importance and benefits of conducting regular evaluations of its performance, an
external performance evaluation on the Board for the year ended 31 December 2025 has been conducted in 2026.
The Board evaluation was conducted by Sky Joy Consulting Company Limited (“Sky Joy”). Sky Joy designed a
structured Board performance review questionnaire covering key governance areas, including Board composition,
Board operations, oversight responsibilities, and information flow. The evaluation involved each Director and
management completing a questionnaire to provide individual ratings as well as comments covering a range of
topics.

The overall results of the Board performance review is positive and it indicates that the Board has discharged its
duties in compliance with the applicable regulatory requirements, and has exercised an appropriate level of
oversight in respect of the Company’s strategic direction, management performance and corporate governance
matters. The review results further indicate that the Directors are satisfied with the performance of the Board and
acknowledged that the Board plays an effective role in the development and determination of the Group's
corporate culture, strategic direction and overall business objectives.

The Company intended to carry out such board performance evaluation once every two years and the next
evaluation is expected to be conducted in 2028.
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Board Diversity

The Company has adopted a board diversity policy. Selection of board candidates will be based on a range of
diversity perspectives with reference to the Company’s business model and specific needs, including but not limited
to gender, age, cultural and educational background, ethnicity, professional experience and qualification, skills,
knowledge and length of service. The ultimate decision will be based on merit and contribution that the selected
candidates will bring to the Board. The Board has reviewed the implementation of, and confirmed the effectiveness
of, its board diversity policy for the year ended 31 December 2025.

The Board believes that the balance between Executive Directors and Non-executive Directors (including the
Independent Non-executive Directors) is reasonable and adequate to provide sufficient checks and balances that
safeguard the interests of the Shareholders and the Group. The views and participation of the Non-executive
Director and Independent Non-executive Directors in the Board and committee meetings provide independent
judgment and advice on the issues relating to the Group’s strategy, performance, conflict of interest and
management process to ensure that the interests of the Shareholders are considered and safeguarded. The Board
considers that each of the Non-executive Director and Independent Non-executive Directors brings his/her own
relevant expertise to the Board.

The Company currently has three Independent Non-executive Directors, representing more than one-third of the
Board and at least one of them has appropriate professional qualifications or accounting or related financial
management expertise. They have provided the Board with their diversified expertise, experience and professional
advice.

The Board also recognises the particular importance of gender diversity. Our Board currently comprises two female
Directors and four male Directors. In addition, we maintain an approximate 48:52 ratio of males to females in the
workforce (including the senior management of the Group) as of 31 December 2025. The Board considers that
gender diversity in respect of both the Board and the workforce has been achieved. For details on our process of
employees recruitment and management, please refer to our Environmental, Social and Governance Report. The
Company has established the Workforce Diversity Policy in 2025, which is published on the Company’s website, to
provide guidance in creating a diverse, inclusive and supportive working environment for its employees. The Board
has reviewed the implementation and effectiveness of the workforce diversity policy of the Company for the year
ended 31 December 2025. The Company targets to achieve or maintain at least one female director on its Board.
This target will be reviewed on an annual basis and from time to time by the Nomination Committee, as
warranted. The Company will continue to seek to ensure it has an appropriate mix of diversity and has a number
of initiatives in place to meet its strategic imperative of ensuring it has a diverse Board. Structured recruitment,
selection and training programmes at various levels within the Group will also continue to be conducted to
develop a broader pool of skilled and experienced potential Board members.

Board Independence

The Board has established mechanisms to ensure independent views and input are available to the Board. The
Board shall ensure the appointment of at least three Independent Non-executive Directors representing at least
one-third of the Board, with at least one of them having appropriate professional qualifications or accounting or
related financial management expertise, whilst the Nomination Committee strictly adheres to the Nomination Policy
in respect of the nomination and appointment of Independent Non-executive Directors. The Independent
Non-executive Directors will also be appointed to Board Committees as required under the Listing Rules and as far
as practicable to ensure independent views are available.

All Directors (including Independent Non-executive Directors) are entitled to seek further information from the

management on the matters to be discussed at Board meetings and, where necessary, independent professional
advice at the Company’s expense.
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A Director (including Independent Non-executive Director) shall not vote on any resolution approving any contract
or arrangement or any other proposal in which he/she or any of his/her close associates has a material interest nor
shall he/she be counted in the quorum present at that meeting.

The Board has received from each Independent Non-executive Director a written annual confirmation of their
independence pursuant to Rule 3.13 of the Listing Rules. The Board considers that all Independent Non-executive
Directors are independent in character and judgement and they also meet the independence criteria set out in
Rule 3.13 of the Listing Rules.

The Chairman meets with the independent Non-executive Directors annually without the presence of the executive
Directors.

The Board has reviewed and considered that the mechanisms are effective in ensuring that independent views and
input are provided to the Board during the year ended 31 December 2025.

Board Meeting and General Meeting

The Board meets regularly and held a total of 4 regular meetings in March, June, August and December of 2025,
respectively. At least 14 days’ notice of all regular Board meetings together with the meeting agenda is given to
all Directors such that all Directors are given the opportunity to include matters for discussion in the agenda.
Meeting agenda and accompanying meeting papers are sent to all relevant Directors at least three days in advance
of every regular Board meeting and committee meeting. Directors may participate in meetings in person, by phone
or by other communication means. Between regular Board meetings, Directors may approve various matters by
way of passing written resolutions. Additional Board meetings may be convened, if necessary.

The Company Secretary assists the Chairman in preparing the agenda for the Board meetings and ensures that all
applicable rules and regulations regarding the proceedings of the Board meetings are followed. Draft and final
versions of minutes of each Board meeting are sent to all Directors for their comments and records respectively
within a reasonable time. The Company also keeps detailed minutes of each Board meeting, which are available
for inspection by all Directors.

During the year ended 31 December 2025, the Board held 5 Board meetings and 1 general meeting (including an
annual general meeting) were held by the Company. Attendance records of Board meetings and the general

meetings by Directors are set out below:

General

Board Meetings Meetings
Directors Attended/Held Attended/Held

Executive Directors

KONG Jiannan 5/5 1/1
YANG lJingbo (resigned on 20 June 2025) 1/2 11
CHEN Wende (appointed on 20 June 2025) 4/4 N/A

Non-executive Director
KONG Jianmin 3/5 0/1

Independent Non-executive Directors

LIU Xiaolan 4/5 11
FUNG Che Wai, Anthony 5/5 11
NG Yi Kum 5/5 11
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In addition to regular Board meetings, the Chairman also held one meeting with the Independent Non-executive
Directors without the presence of other Directors during the year ended 31 December 2025.

Responsibilities, Accountabilities and Contributions of the Board and Management

The Board directs and approves the Group’s overall strategies whilst the responsibilities for execution and daily
operations are delegated to management. The Board gives clear directions as to management’s power, and
reviews, from time to time, the delegations to management to ensure that they are appropriate and continue to
be beneficial to the Group as a whole.

Chairman and Chief Executive Officer
Code provision C.2.1 of Part 2 of the CG Code provides that the roles of chairman and chief executive should be
separate and should not be performed by the same individual.

The Chairman and the chief executive officer of the Company (the “Chief Executive Officer”) are two
distinctively separate positions. The position of the Chairman was held by Mr. KONG Jianmin while the position of
the Chief Executive Officer was held by Mr. WANG Zhonggi (“Mr. WANG") until 15 September 2025. Following
the resignation of Mr. WANG, the general manager of the Group, Mr. HU Nan, is responsible for the overall
management and business development of the Group. The division of responsibilities between the Chairman and
the Chief Executive Officer are clearly divided to ensure a balance of power and authority and to reinforce their
independence and accountability. For details of the change in Chief Executive Officer, please refer to the
announcement of the Company dated 15 September 2025.

The Chairman of the Board provides leadership for the Board. He is responsible for ensuring that all Directors are
properly briefed on issues arising at Board meetings; Directors receive, in a timely manner, adequate information
which is accurate, clear, complete and reliable; and the Board works effectively and performs its responsibilities.
He encourages Directors to make a full and active contribution to the Board’s affairs and take the lead to ensure
that the Board acts in the best interests of the Company.

The Chief Executive Officer is responsible for the daily operation of the Group and leading the management of the
Group. The Board will continue to evaluate the management structure and will appoint a suitable candidate if
necessary for future operations.

Appointments and Re-election of Directors

Each Director (including Non-executive Director) has entered into a service contract or an appointment letter with
the Company for a term of three years subject to retirement by rotation and re-election at the annual general
meeting of the Company in accordance with the articles of association of the Company (the “Articles of
Association”).

Training and Support for Directors

All the Directors namely, Mr. KONG Jianmin, Mr. KONG Jiannan, Mr. CHEN Wende, Ms. LIU Xiaolan, Mr. FUNG
Che Wai, Anthony and Ms. NG Yi Kum have complied with the CG Code and participated in continuous
professional development to develop and refresh their knowledge and skills. Upon appointment to the Board, all
newly appointed Directors have been provided with necessary induction training and materials to ensure that they
have proper understanding of the operation and business of the Company and their responsibilities under the
relevant laws, regulations and rules.

The Company regularly updates the Directors on the latest developments regarding the Listing Rules and other
applicable legal and regulatory requirements to ensure compliance and enhance their awareness of good corporate
governance practices. In addition, external experts are invited to give seminars to the Directors to update their
skills and knowledge from time to time.
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Based on the information provided by the Directors, the Directors participated in the following trainings during the
year ended 31 December 2025:

Attending
trainings,

seminars,
conferences or
Directors briefings

Executive Directors

KONG Jiannan v
YANG lingbo (resigned on 20 June 2025) v
CHEN Wende (appointed on 20 June 2025) v
Non-executive Director

KONG Jianmin v
Independent Non-executive Directors

LIU Xiaolan v
FUNG Che Wai, Anthony v
NG Yi Kum \

Board Committees

The Board has established three board committees, namely Remuneration Committee, Nomination Committee and
Audit Committee, to oversee the particular aspect of the Company’s affairs. The Board committees are provided
with sufficient resources to discharge their duties.

Remuneration Committee

The Remuneration Committee was established in October 2020. The Remuneration Committee comprises three
members, namely Ms. NG Yi Kum (Chairperson) and Mr. FUNG Che Wai, Anthony, both of them are Independent
Non-executive Directors, and Mr. KONG Jiannan, an Executive Director.

The terms of reference of the Remuneration Committee are available on the Company’s website and the
HKEXnews website. The principal duties of the Remuneration Committee include but are not limited to making
recommendations to the Board on the Company’s policy and structure for Directors’ and senior management’s
remuneration, as well as the remuneration packages of individual Executive Directors and senior management and
remuneration of Non-executive Directors, and reviewing and/or approving matters relating to share schemes under
Chapter 17 of the Listing Rules. During the year ended 31 December 2025, the Remuneration Committee reviewed
the remuneration packages of the Directors and senior management as well as the policy and structure for the
remuneration of the Directors and senior management.
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Details of the remuneration payable to the Directors and the Chief Executive Officer for the year ended
31 December 2025 are set out in note 8 to the financial statements. The remuneration payable to members of
senior management by band is set out below:

Remuneration Band Number of persons
HK$0 to HK$500,000 1
HK$500,001 to HK$1,000,000 1
HK$1,000,001 to HK$1,500,000 1

During the year ended 31 December 2025, the Remuneration Committee held 1 meeting whilst certain other
matters were reviewed by way of passing written resolutions. The attendance record of the members at the
meeting is set out below:

Meeting
Members of the Remuneration Committee Attended/Held
NG Yi Kum (Chairperson) 11
FUNG Che Wai, Anthony 1/1
KONG Jiannan 1/1

Nomination Committee

The Nomination Committee was established in October 2020. The Nomination Committee comprises three
members who are Non-executive Directors, namely Mr. KONG Jianmin (Chairperson), Ms. NG Yi Kum and
Mr. FUNG Che Wai, Anthony. The majority of them are Independent Non-executive Directors.

The terms of reference of the Nomination Committee are available on the Company’s website and the HKEXnews
website. The principal duties of the Nomination Committee include but are not limited to reviewing the structure,
size and composition of the Board and the board diversity policy of the Company, review the workforce diversity,
discuss and consider the measurable objectives set for implementing this Policy and the process made in achieving
the measurable objectives, supporting the Company’s regular evaluation of the board’s performance, identifying
individuals suitably qualified to become Board members and making recommendations to the Board on the
selection of individuals nominated for directorships, the appointment or re-appointment of Directors and succession
planning for Directors, in particular the chairman and the chief executive, as well as assessing the independence of
Independent Non-executive Directors. During the year ended 31 December 2025, the Nomination Committee
reviewed the structure, size and composition of the Board, the diversity and the independence of the Board
members, assessed the independence of the Independent Non-executive Directors and made recommendations to
the Board on the re-appointment of Directors in accordance with the nomination policy of the Company and the
diversity aspects as set out in the board diversity policy of the Company. The Nomination Committee had also
reviewed and assessed each director’'s time commitment and respective contributions to the Board in a manner
that aligns with their role and responsibilities, as well as the director’s ability to discharge his/her responsibilities
effectively. The Nomination Committee had also considered and made recommendation to the Board regarding the
appointment of a new executive Director during the year.
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During the year ended 31 December 2025, the Nomination Committee held 2 meetings whilst certain other
matters were reviewed by way of passing written resolutions. The attendance record of the members at the
meetings is set out below:

Meeting
Members of the Nomination Committee Attended/Held
KONG lJianmin (Chairperson) 0/2
NG Yi Kum 2/2
FUNG Che Wai, Anthony 2/2

Nomination Policy

The Company has adopted a nomination policy setting out the nomination practice, such as the criteria and
procedures for the selection, appointment and re-appointment of the Directors. Under the policy, the Nomination
Committee will evaluate potential candidates by considering various factors, including their reputation for integrity,
accomplishment and experience, potential time commitments, potential contribution to board diversity, and
material conflict of interest with the Group (if any). The Nomination Committee shall make nominations/
recommendations to the Board for consideration in respect of candidates to stand for election at a general
meeting or for filling a casual vacancy. Shareholders may nominate a person to stand for election as a Director at
a general meeting in accordance with the Articles of Associations and applicable laws and regulations. The
procedures for such proposal are posted on the website of the Company. The Board shall have the final decision
on all matters relating to the recommendation of candidates to stand for election at any general meeting.

Audit Committee

The Audit Committee was established in October 2020. The Audit Committee comprises three members who are
all Independent Non-executive Directors, namely Ms. NG Yi Kum (Chairperson), Mr. FUNG Che Wai, Anthony and
Ms. LIU Xiaolan.

The terms of reference of the Audit Committee are available on the Company’s website and the HKEXnews
website. The principal duties of the Audit Committee include but are not limited to the followings:

o making recommendations to the Board on the appointment, re-appointment and removal of external auditor
of the Group and approving the remuneration and terms of engagement of the external auditor, and any
issues related to its resignation or dismissal;

o reviewing and monitoring the external auditor’s independence and objectivity and effectiveness of the audit
process in accordance with applicable standards;

o reviewing and monitoring the integrity of the Groups’ financial statements and annual reports and accounts,
and interim reports;

o reviewing the Group’s financial controls, and its risk management and internal control systems;
o reviewing the Group’s internal audit function;
o reviewing the Group’s financial and accounting policies and practices;
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o reviewing the external auditor's management letter and questions raised by the external auditor to
management, and management’s response to such questions;

o reporting to the Board on matters in the code provision under the CG Code;

° reviewing and monitoring the Group’s corporate governance functions under code provision A.2.1 of Part 2
of the CG Code; and

o reviewing and making recommendations to the Board on the Group’s environmental, social and governance
related matters under Appendix C2 of the Listing Rules.

During the year ended 31 December 2025, the Audit Committee has reviewed the annual results, annual report
and environmental, social and governance report for the year ended 31 December 2024, the interim results and
interim report for the six months ended 30 June 2025, the effectiveness of the risk management and internal
control systems and internal audit function, the Group’s continuing connected transactions, the re-appointment of
external auditor, the audit plan and audit report of the external auditor, the remuneration and terms of
engagement of the external auditor, the Company’'s compliance with the corporate governance functions under
code provision A.2.1 of the CG code, and the adequacy of the Company’s resources, staff qualifications and
experience, training programmes and budget of the Company’s accounting, internal audit, financial reporting
functions and matters related to the Company’s environmental, social and governance performance and reporting.

During the year ended 31 December 2025, the Audit Committee held 2 meetings. The attendance record of the
members at the meetings is set out below:

Meetings
Members of the Audit Committee Attended/Held
NG Yi Kum (Chairperson) 2/2
FUNG Che Wai, Anthony 2/2
LIU Xiaolan 2/2

Audit and Accountability

The Directors acknowledge their responsibility for preparing the financial statements for the financial year ended
31 December 2025 which give a true and fair view of the state of affairs of the Company and of the Group at
that date and of the Group’s results and cash flows for the year then ended and are properly prepared on the
going concern basis in accordance with the applicable statutory requirements and accounting standards. The
statement of the external auditor of the Company about their reporting responsibilities on the financial statements
is set out in the Independent Auditor’s Report in this annual report.

External Auditor’s Remuneration

At the 2025 annual general meeting of the Company, the Shareholders approved the re-appointment of Prism
Hong Kong Limited (“Prism”) as auditor of the Company. For the year ended 31 December 2025, the
remuneration paid or payable to Prism in respect of audit services provided to the Group amounted to
RMB3,600,000, and in respect of non-audit services (which comprised other reporting services) amounted to
RMB100,000.
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Company Secretary

Mr. YAU Kam Chuen (“Mr. Yau”) has resigned as the Company Secretary with effect from 31 January 2026 and
Ms. TSEONG Ka Wai has been appointed as the Company Secretary in place of Mr. Yau. In compliance with Rule
3.29 of the Listing Rules, Mr. Yau confirmed that for the year ended 31 December 2025, he has taken no less
than 15 hours of relevant professional training.

Risk Management and Internal Control

The Board is responsible for maintaining sound and effective systems of risk management and internal control in
order to safeguard the Group’s assets and the Shareholders’ interests, and reviewing and monitoring the
effectiveness of these systems on a regular basis. The Audit Committee assists the Board in performing its
governance functions as to finance, operation, compliance, risk management and internal control of the Group.
The risk management team of the Group assists the Board and/or the Audit Committee in reviewing the
effectiveness of the risk management and internal control systems of the Group on a continual basis. These
systems are designed to manage rather than eliminate the risk of failure to achieve business objectives of the
Group, and can only provide reasonable and not absolute assurance against material misstatement or loss.

The Group applies the “three lines of defense” model as the basic structure of the risk management and internal
control systems:

First line of defense: The Group integrates the risk management system into the core business operation
practices. Each operating unit is responsible for identifying and assessing its respective risks, setting appropriate
risk mitigating measures within the scope of its responsibilities, strictly implementing relevant risk mitigating
measures and reporting to the management on the status of risk management in a timely manner.

Second line of defense: Each functional department of the Group provides and promotes the methodology
and tools of risk management and control for the first line of defense, and at the same time, coordinates with
each other for the management of significant matters involving various fields, processes and departments, and
gives risk reminders and carries out control strategy study on such basis.

Third line of defense: The Group’s risk management team is mainly responsible for monitoring the compliance
with policies and procedures by the Group and its major departments as well as the effectiveness of its internal
control structure, conducting independent assessment, providing constructive advice to relevant management and
reporting to the chairman of the Board. The Group’s risk management team organises regular risk assessment of
the Group and formulates internal audit plan for the current year based on the results of the risk assessment, and
at the same time, reports to the Audit Committee on the results of the audit on a regular basis.

The Board has assessed and reviewed the effectiveness of the Group’s annual risk management and internal
control systems for the year ended 31 December 2025 and considered that such systems are effective and
adequate.

The Company has adopted a whistleblowing policy which provides a mechanism for employees and related third
parties who deal with the Group (e.g. consultants, contractors, suppliers, agents and customers) to raise concerns
on any suspected misconduct, malpractice or irregularities in any matter related to the Group through confidential
reporting channels. The Company has also adopted an anti-corruption policy to provide information and guidance
to personnel on how to recognise and deal with bribery and corruption and to handle corporate donation and
sponsorship activities of the Group, which applies to all employees (full time and part time) of the Group and
related third parties who deal with the Group.
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Disclosure of Inside Information

The Company has adopted policies on monitoring, reporting and disclosure of inside information (as defined in the
Listing Rules). This ensures timely reporting and disclosure as well as fulfilment of the Group’s continuous
disclosure obligations. In particular, the Group:

o has conducted its affairs with close regard to the disclosure requirements under the Listing Rules as well as
the “Guidelines on Disclosure of Inside Information” published by the Securities and Futures Commission in
June 2012;

o has established its own disclosure obligation procedures, which set out the procedures and controls for the

assessment of potential inside information and the handling and dissemination of inside information. The
procedures have been communicated to the senior management and staff of the Company, and the
implementation was monitored by the Company; and

o has made broad and non-exclusive disclosure of information to the public through channels such as financial
reports, public announcements and its website.

Shareholders’ Rights

Procedures for Shareholders to Convene an Extraordinary General Meeting

Pursuant to Article 58 of the Articles of Association, any one or more members holding at the date of deposit of
a requisition (the “Requisition”) not less than one-tenth of the paid up capital of the Company carrying the
right of voting at general meetings of the Company (on a one vote per share basis) (the “Eligible
Shareholder(s)”), shall at all times have the right, by written requisition to the Board or the Company Secretary,
to require an extraordinary general meeting (“EGM") to be called by the Board for the transaction of any business
or resolution specified in such Requisition; and such meeting shall be held within two (2) months after the deposit
of such Requisition.

The Eligible Shareholder(s) must deposit the Requisition to the Company’s principal place of business in Hong
Kong, which for the time being is at Room 1302, 13th Floor, Harcourt House, 39 Gloucester Road, Wanchai, Hong
Kong. The Requisition must state clearly the name of the Eligible Shareholder(s) concerned, his/her/their
shareholding in the Company, the reason(s) to convene an EGM, the agenda proposed to be included and the
details of the business(es) proposed to be transacted at the EGM. Such Requisition must be signed by the Eligible
Shareholder(s) concerned.

The Company will check the Requisition and the identity and the shareholding of the Eligible Shareholder(s) will be
verified with the Company’s Hong Kong share registrar. If the Requisition is found to be proper and in order, the
Company Secretary will ask the Board considering to convene an EGM within two (2) months after the deposit of
the Requisition and/or include the proposal or the resolution proposed by the Eligible Shareholder(s) at the EGM.

If within twenty-one (21) days of the deposit of the Requisition the Board has not advised the Eligible
Shareholder(s) of any outcome to the contrary and fails to proceed to convene such EGM, the Eligible
Shareholder(s) himself/herself/themselves may do so in accordance with the Articles of Association, and all
reasonable expenses incurred by the Eligible Shareholder(s) concerned as a result of the failure of the Board shall
be reimbursed to the Eligible Shareholder(s) concerned by the Company.
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Putting forward Proposals at General Meeting

Any Eligible Shareholder(s) (as defined in the preceding paragraph headed “Procedures for Shareholders to
Convene an Extraordinary General Meeting”) may by written requisition request the Company to convene a
general meeting in accordance with the procedures set out in the said preceding paragraph.

Enquiries and Concerns to the Board
Shareholders may send their enquiries and concerns to the Board by email (cosec@kwgliving.com) or by delivering
them to Room 1302, 13th Floor, Harcourt House, 39 Gloucester Road, Wanchai, Hong Kong by post.

Investor Relations

Shareholders’ Communication Policy

The Company has adopted a shareholders’ communication policy (the “Shareholders’ Communication
Policy”) which aims to set out the provisions with the objective of ensuring the Shareholders are provided with
equal and timely access to information about the Company through the Company’s corporate communications
(including but not limited to, interim and annual reports, announcements and circulars) available on both the
Company’s website and the HKEXnews website, annual general meeting and other general meetings (if necessary).
This policy will be reviewed by the Board regularly to ensure its effectiveness.

The Company endeavors to maintain an on-going dialogue with the Shareholders and other stakeholders. To
further promote effective communication, the Company’s website, which is updated on a regular basis, provides
additional information to the Shareholders, such as its principal business activities, business development and
operations, financial information, press releases, newsletters and other information, and as one of the channels to
receive enquiries from the Shareholders and other stakeholders. The Company arranges investor relations activities,
performance briefings and calls with investors and analysts from time to time. Enquiries from the Shareholders and
other stakeholders are dealt with in an informative and timely manner. The Company has reviewed the
implementation and effectiveness of the Shareholders’ Communication Policy for the year ended 31 December
2025. In view of the foregoing, the Company considers that the Shareholders’ Communication Policy has been
properly implemented and is effective.

Shareholder Engagement

The Company maintains close communication with investors and analysts through the investor relation department.
Online and offline exchange conferences, results presentation and general meetings are organised on a regular
basis to keep investors and analysts abreast of the development strategies and latest news of the Company.

In the year of 2025, 5 investor meetings were organised to discuss the development strategies of the Company,
where the senior management of the Company attended the meetings to explain the results performance of the
Group, communicated with the investors and answered the relevant enquiries from investors and analysts. To
foster mutual understanding, feedback and views from shareholders and the investment community are regularly
communicated to the Group’s Executive Directors and senior management.
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Constitutional documents
During the year ended 31 December 2025, no changes have been made to the Articles of Association which is

available on the websites of the Company and HKEXnews.

Dividend Policy
Declaration of dividends is subject to the discretion of the Board, taking into consideration of factors such as the

Group’s financial results, Shareholders’ interests, general business conditions and strategies, capital requirements,
taxation considerations, contractual, statutory and regulatory restriction and any other factors that the Board may
deem relevant. The Company has adopted a dividend policy which aims to provide the Shareholders with a
sustainable dividend out of the profit of the Group.
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The Directors are pleased to present their report together with the audited financial statements of the Group for
the year ended 31 December 2025.

Principal Activities and Business Review

The principal activity of the Company is investment holding. Details of the principal activities of the principal
subsidiaries are set out in note 1 to the financial statements. There was no significant changes in the nature of
the Group’s principal activities during the year.

A fair review of the Group’s business during the year, including an analysis of the Group’s performance using
financial key performance indicators, a description of the principal risks and uncertainties facing the Group, an
indication of likely future development in the Group’s business, and particulars of important events affecting the
Group that have occurred since the end of the year ended 31 December 2025 (if any) can be found in the
sections headed “Financial Highlights”, “Chairman’s Statement” and “Management Discussion and Analysis” in
this annual report. The financial risk management objectives and policies of the Group can be found in note 39 to
the financial statements.

As far as the Board and management are aware, the Group has complied in all material aspects with the relevant
laws and regulations that have a significant impact on the business and operation of the Group. During the year
ended 31 December 2025, there was no material breach of, or non-compliance with, applicable laws and
regulations by the Group.

Key Relationships with Employees, Customers, Suppliers and Other
Stakeholders

The Group is of the view that employees are the foundation for the Group’s business operations and an important
asset of the Group. By providing employees with an ideal working environment and opportunities for sustainable
development, the Group and our employees improve and grow together. More details of our relationship with
employees are set out in the section headed “Employees and Remuneration Policy” in this annual report.

The Group maintains a good relationship with its customers and suppliers. The Group’s property management
services are based on the principle of customer orientation, and we strive to continuously improve the services
provided to customers. We value customer feedback and has established customer complaint handling procedures
to ensure customers’ complaints are dealt with in a timely and effective manner. We also value collaboration with
our business partners to set up sustainable supply chains and achieve win-win solution.

The Board also believes effective communication and timely information disclosure builds the Shareholders’ and
investors’ confidence, and also facilitates the flow of constructive feedback that are beneficial for investor relations
and future corporate development. For more details, please refer to the section headed “Shareholders’
Communication Policy” in this annual report.

Environmental Policies and Performance

The Group is committed to operate its business in compliance with applicable environmental protection laws and
regulations and has implemented relevant environmental protection measures in compliance with the required
standards under applicable laws and regulations.
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Further details on the Group's environmental policies, including compliance with the relevant laws and regulations
that have a significant impact on the Group, and relationships with its key stakeholders are contained in a
separate Environmental, Social and Governance Report, which is available on the Company’s website
(www.kwagliving.com) and HKEXnews website (www.hkexnews.hk).

Key Risks and Uncertainties

The following lists out the key risks and uncertainties facing the Group. As it is not exhaustive in listing out all
factors, there may be other risks and uncertainties which are unknown or currently not but may become material
in future, save as those disclosed below. Investors are advised to make their own judgment or consult professionals
before making any investment in the securities of the Company.

Risk relating to the policies
Industry regulations are imposing increasingly stringent requirements on the attribution and disclosure of revenues
and profits from public income businesses such as elevator advertisements and parking fees, as well as projects on
commission basis. Improper handling may trigger litigation and regulatory penalties, undermining corporate
reputation and operational stability.

Risk relating to the operation

As a labor-intensive industry, personnel wages and social insurance expenditures account for an extremely high
proportion of costs. With the increase of minimum wage level, social insurance contributions in compliance with
the relevant requirements, as well as rising labor and material costs, yet adjustments to property fees are subject
to approval by property owners by way of voting and hence creates huge obstacles in actual operations, the profit
margins continued to be squeezed.

Risk relating to the finances

Due to the downturn of the property industry, accounts receivable such as property fees for vacant properties
from developers, outstanding marketing expenses, preliminary expenses and pre-delivery fees of construction often
involve extended collection periods and result in difficulties in the recovery of receivables, which may hence easily
turn into bad debts and affect the asset quality. The Company will proactively negotiate with co-developers and
commence the business of offsetting outstanding debts with unsold properties to recover its capital.

Results and Dividends

The Group's results for the year ended 31 December 2025 are set out in the Consolidated Statement of Profit or
Loss on page 74.

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

Financial Summary
A financial summary of the Group for the last five financial years is set out on page 168.

Property, Plant and Equipment

Details of movements in the property, plant and equipment of the Group during the year are set out in note 13
to the financial statements.

KWG LIVING GROUP HOLDINGS LIMITED



Directors’ Report

Significant Investments Held, Material Acquisitions and Disposals of
Subsidiaries, Associates and Joint Ventures, and Future Plans for Material
Investments or Capital Assets

There were no significant investments held, no material acquisitions or disposals of subsidiaries, associates and
joint ventures during the year ended 31 December 2025, nor was there any plan authorised by the Board for
other material investments or additions of capital assets at 31 December 2025.

Update on certain acquisitions in prior years

(a) Acquisition of Living Technology
Reference is made to the announcement of the Company dated 18 January 2021, in relation to the
acquisition of 80% of the equity interest in Living Technology Co., Ltd. (formerly known as Cedar Technology
Group Co., Ltd.), (“Living Technology”) by the Group. Pursuant to the acquisition agreement, Living
Technology’s audited net profit (the “Audited Net Profit”) for the financial years ended 31 December
2021 and 2022 should increase by not less than 5% as compared to that of the immediate preceding
financial year, and the Company should recognise receivables from or payables to the vendor based on the
shortfall or excess of the guaranteed net profit of Living Technology. It was also agreed in the acquisition
agreement that such Audited Net Profit for each relevant period shall be determined by qualified auditors
within three (3) months after the end of 31 December 2021 and 2022, respectively. As at the end of the
reporting period, the Audited Net Profit for the year ended 31 December 2021 has been determined without
any dispute. For the Audited Net Profit for the year ended 31 December 2022, since the beginning of 2023,
the Group has commenced the audit work of Living Technology and has been in active negotiation with the
original vendor to the acquisition of Living Technology (the “Vendor”). However, the parties have not
reached consensus on the recoverability of the outstanding property management fees due from third party
landlords and the relevant guarantors (as landlords) (the “Receivables”). In the event that Living
Technology is unable to recover the Receivables, Living Technology shall make provision for impairment of
the Receivables (the “Impairment”), which will in turn adversely affect the Audited Net Profit for the year
ended 31 December 2022 and may trigger compensation mechanism under the relevant financial guarantees.

To keep track of the recovery progress of the Receivables, since the second half of 2023, the Group has
(among others) sent legal letters to the relevant landlord and arranged professional debt collection teams to
collect payments. However, the Group considers that the recovery rate is not satisfactory. As the parties
were unable to reach a consensus on the appropriate Impairment to be made to the Receivables (and hence,
whether the guaranteed profit could be fulfilled), as at 31 December 2025, a wholly-owned subsidiary of the
Group, Guangdong Hejing Youhuo Holdings Group Co., Ltd., is currently in litigation with the Vendor
regarding the guaranteed net profit of Living Technology for the year ended 31 December 2022. The case
remains under legal proceedings and ongoing negotiations. The Company believes that, having considered
the fact that certain customers of Living Technology are already in serious debt crisis and legal disputes and
most of the Receivables have aged 3 years or more, Living Technology should separately set aside a large
proportion of Impairment for this part of the Receivables. This will result in Living Technology being unable
to achieve the guaranteed net profit and would trigger the compensation mechanism.

The Company will continue to monitor the progress of the above-mentioned legal procedures and will make
further announcement(s) as and when appropriate to inform the Shareholders and potential investors in
relation to the actual performance of Living Technology for the year ended 31 December 2022 pursuant to
the Listing Rules when the profit specific audit report of Living Technology becomes available.
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(b) Acquisition of Guangdong Telijie

Reference is made to the announcement of the Company dated 10 January 2022 in relation to the
acquisition of 50% of the equity interest in Guangdong Telijie Environment Engineering Co., Ltd.
(“Guangdong Telijie”) by the Group. Pursuant to the acquisition agreement, Guangdong Telijie must
achieve certain guaranteed revenue and guaranteed net profits for the financial years ended 31 December
2022, 2023 and 2024, and the Company shall recognise an amount due from or to the vendors based on
the shortfall or excess of the audited guaranteed net profit. As of 31 December 2025, the audited reports of
Guangdong Telijie for each of the two years ended 31 December 2022 and 2023 are available, whereas the
audited report for the year ended 31 December 2024 is not available yet. As at 31 December 2024, based
on the unaudited management accounts of Guangdong Telijie, the Company has made a provision of
approximately RMB96.5 million in compensation receivable from the vendors for the shortfall in the
guaranteed net profits of Guangdong Telijie.

Since the beginning of 2025, the Group has commenced the audit work of Guangdong Telijie. As at
31 December 2025, the parties have not reached consensus on the recoverability of some long aged
accounts receivables of Guangdong Telijie. Having considered most of the outstanding accounts receivables
of Guangdong Telijie are due from governmental authorities, and the recovery rate of which largely depends
on the approval of the local governmental’s new budget for the year ending 31 December 2026, an
additional observation period of approximately one year from 30 June 2025 is considered appropriate to
monitor the collection of the outstanding receivables and finalise the audited report for the year ended
31 December 2024 and ensure the accuracy of the amount of compensation receivable by the Group. Based
on publicly available information, the Company is given to understand that the Central People’s Government
is minded to take actions to assist and/or procure governmental authorities to settle the outstanding payables
due to various enterprises as soon as possible in the next one to two years. The Company has also
strengthened its collection efforts, including increasing the frequency of sending collection letters and
door-to-door collection, in order to accelerate the collection of the long aged accounts receivables. The
Company has been actively communicating with the vendor in relation to the engagement of an independent
valuer to conduct an impairment assessment of the accounts receivables, if necessary, and the profit specific
audit of the financial statements of Guangdong Telijie.

The Company will make further announcement(s) as and when appropriate to inform the Shareholders and
potential investors in relation to the actual performance compensation of Guangdong Telijie pursuant to the
Listing Rules when the profit specific audit report of Guangdong Telijie becomes available.

Share Capital

Details of movements in the Company’s share capital during the year are set out in note 28 to the consolidated
financial statements.

Purchase, Sale or Redemption of Listed Securities

Neither the Company nor any of its subsidiaries has purchased, sold or redeemed any of the Company’s listed
securities (including sale of treasury shares) during the year ended 31 December 2025. As at 31 December 2025,
the Company does not hold any treasury shares.

Tax Relief and Exemption of Holders of Listed Securities

The Company is not aware of any tax relief or exemption available to the Shareholders by reason of their holding
of the Company’s securities.
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Pre-emptive Rights
There is no provision for pre-emptive rights under the Articles of Association or the laws of the Cayman Islands
which would oblige the Company to offer new shares on a pro rata basis to existing Shareholders.

Reserves

Details of movements in the reserves of the Company and the Group during the year are set out in notes 41 and
30 to the financial statements and in the consolidated statement of changes in equity respectively.

Distributable Reserves

Total distributable reserves of the Company as at 31 December 2025, calculated in accordance with Article 143 of
the Articles of Association, amounted to approximately RMB2,212,465,000.

Major Customers and Suppliers

For the year ended 31 December 2025, the transaction amount of the Group’s top five customers accounted for
13.3% of the total revenue of the Group (2024: 15.1%), while the transaction amount of the Group’s single
largest customer, KWG Group Holdings Limited ("KWG Holdings”, and together with its subsidiaries, "KWG
Group”) and its associates, accounted for 9.1% of the total revenue of the Group (2024: 11.4%).

For the year ended 31 December 2025, the transaction amount of the Group’s top five suppliers accounted for
19.7% of the total purchase of the Group (2024: 21.3%), while the transaction amount of the Group's single
largest supplier accounted for 8.7% of the total purchase of the Group (2024: 6.8%).

None of the Directors or any of their close associates or any Shareholders (which, to the best knowledge of the
Directors, own more than 5% of the Company’s issued share capital) had any beneficial interest in the Group’s
five largest customers and suppliers (other than KWG Group and its associates).

Directors

The list of Directors, during the year ended 31 December 2025 and up to the date of this annual report, is set
out on page 2 in this annual report, and their biographical information is set out on pages 61 to 65 in this annual
report.

Pursuant to Article 84 of the Articles of Association, Mr. KONG Jiannan will retire from office by rotation and
being eligible, offer himself for re-election at the forthcoming annual general meeting of the Company (the “2026
AGM").

Pursuant to Article 83(3) of the Articles of Association, Mr. CHEN Wende shall hold office as Director until the first
annual general meeting of the Company after his appointment and shall then be eligible for re-election. Separate
ordinary resolution will be proposed at the 2026 AGM to seek Shareholders’ approval to the proposed re-election
of Mr. CHEN Wende as an executive Director.

The Company has received from Ms. LIU Xiaolan, Mr. FUNG Che Wai, Anthony and Ms. NG Yi Kum their annual
confirmations of independence pursuant to the independence guidelines set out in Rule 3.13 of the Listing Rules

and confirms it considers that they are independent for the year ended 31 December 2025.

No Director proposed for re-election at the 2026 AGM has a service contract with the Group which is not
determinable by the Group within one year without payment of compensation (other than statutory compensation).
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Arrangements for Directors to Purchase Shares or Debentures

At no time during the year ended 31 December 2025 was the Company, its holding company or any of its
subsidiaries, a party to any arrangements to enable the Directors to acquire benefits by means of the acquisition
of shares in, or debentures of, the Company or any other body corporate.

Interests of Directors and Chief Executive

As at 31 December 2025, the interests and short positions of the Directors or chief executive of the Company in
the Shares, underlying Shares or debentures of the Company or its associated corporations (within the meaning of
Part XV of the Securities and Futures Ordinance (Cap. 571 of the Laws of Hong Kong) (“SFO")) which were
required to be (i) entered in the register kept by the Company pursuant to Section 352 of the SFO; or (ii)
otherwise notified to the Company and the Stock Exchange pursuant to the Model Code, were as follows:

Long positions in the Shares and underlying Shares

Number of ordinary Shares held

Corporate
Personal interests
interests (interests of % of the
(beneficial controlled Other issued share
Name of Director owher) corporation) interests Total capital®
Directors
— KONG Jianmin 2,300,000 849,718,661@ 219,635,885% 1,071,654,546 52.90
— KONG Jiannan ok 81,827,772® 988,977,774  1,070,805,546 52.86
— YANG Jingbo
(Resigned on
20 June 2025) 125,000 — — 125,000 0.01
Chief Executive Officer
— WANG Zhongqi
(Resigned on
15 September
2025) 10,000 — = 10,000 0.0005

Notes:

(1) The approximate percentage was calculated based on the total number of issued Shares (i.e. 2,025,858,916 Shares) as at
31 December 2025.

(2) Plus Earn Consultants Limited (“Plus Earn”) and Hero Fine Group Limited (“Hero Fine"”) are wholly-owned and controlled by
Mr. KONG lJianmin. By virtue of the SFO, Mr. KONG Jianmin is deemed to be interested in the Shares in which Plus Earn and Hero
Fine are interested.

(3) Peace Kind Investments Limited (“Peace Kind"”) and Expert Vision International Limited (“Expert Vision”) are wholly-owned and
controlled by Mr. KONG lJiannan. By virtue of the SFO, Mr. KONG Jiannan is deemed to be interested in the Shares in which Peace
Kind and Expert Vision are interested.
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(4) On 14 October 2020, Plus Earn, Hero Fine, Right Rich Consultants Limited (“Right Rich”), Excel Wave Investments Limited (“Excel
Wave"”), Wealth Express Investments Limited (“Wealth Express”) and Peace Kind entered into a shareholders’ agreement (the
“Shareholders’ Agreement”), pursuant to which, among other things, the parties thereto shall vote at general meetings of the
Company according to the instruction of whichever party thereto holds the most Shares from time to time. As such, by virtue of
the SFO, each of Mr. KONG Jianmin and Mr. KONG Jiannan is deemed to be interested in the total number of Shares directly held
by Plus Earn, Hero Fine, Right Rich, Excel Wave, Wealth Express and Peace Kind.

Long position in the shares of associated corporation of the Company

Number of % of the

Name of associated ordinary issued voting

Name of Director corporation Capacity shares held Shares
KONG Jianmin Plus Earn Beneficial owner 1,000 100

Save as disclosed above, as at 31 December 2025, none of the Directors or chief executive of the Company had
any interests or short positions in the shares, underlying shares or debentures of the Company or its associated
corporations (within the meaning of Part XV of the SFO) which were required to be (i) entered in the register kept
by the Company pursuant to Section 352 of the SFO; or (ii) otherwise notified to the Company and the Stock
Exchange pursuant to the Model Code.

Share Option Scheme

The Company has adopted a share option scheme (the “Share Option Scheme”), which was approved by the
Shareholders by passing an ordinary resolution at the annual general meeting of the Company held on 3 June
2021 (the “SO Adoption Date”).

The following is a summary of the principal terms of the Share Option Scheme:

(1) Purpose

The Share Option Scheme is a share incentive scheme prepared in accordance with Chapter 17 of the Listing
Rules and is established to recognise and acknowledge the contributions the SO Eligible Participants (as
defined hereinbelow) had or may have made to the Group. The Share Option Scheme will provide the SO
Eligible Participants an opportunity to have a personal stake in the Company with the view to achieving the
following objectives: (i) motivate the SO Eligible Participants to optimise their performance efficiency for the
benefit of the Group; and (ii) attract and retain or otherwise maintain on-going business relationship with
the SO Eligible Participants whose contributions are or will be beneficial to the long-term growth of the
Group.

(2) Participants of the Share Option Scheme
The Board may, at its discretion, offer to grant an option (“Option(s)”) to the SO Eligible Participants to
subscribe for such number of new Shares as the Board may determine at an exercise price determined in
accordance with the rules of the Share Option Scheme.

An “SO Eligible Participant” means:

(i) any full-time or part-time employees, executives or officers of the Company or any of its subsidiaries;
and
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(3

4)

(5)

(6)

(i) any directors (including executive directors, non-executive directors and independent non-executive
directors) of the Company or any of its subsidiaries.

Total number of Shares available for issue under the Share Option Scheme

The maximum number of Shares in respect of which Options under the Share Option Scheme and options
under other schemes of the Company may be granted is 201,781,023 Shares, representing approximately
9.96% of the total number of Shares in issue as at the date of this annual report.

Maximum entitlement of each participant under the Share Option Scheme

The total number of Shares issued and which may fall to be issued upon exercise of the options granted
under the Share Option Scheme and other schemes of the Company (including both exercised and
outstanding options) to each SO Eligible Participant in any 12-month period up to and including the date of
grant shall not exceed 1% of the Shares in issue as at the date of grant.

Any further grant of Options in excess of this 1% limit shall be subject to:

(i)  the issue of a circular by the Company containing the identity of the SO Eligible Participant, the
number of and terms of the Options to be granted (and Options previously granted to such participant)
in the 12-month period, the purpose of granting Options to the SO Eligible Participant and an
explanation as to how the terms of the Options serve such purpose; and

(i) the approval of the Shareholders in general meeting and/or other requirements prescribed under the
Listing Rules from time to time with such SO Eligible Participant and his/her close associates (or his/her
associates if the SO Eligible Participant is a connected person) abstaining from voting. The number and
terms (including the exercise price) of Options to be granted to such participant must be fixed before
the Shareholders’ approval and the date of the Board meeting at which the Board proposes to grant
the Options to such SO Eligible Participant shall be taken as the date of grant for the purpose of
calculating the exercise price of the Options.

Period within which the Option may be exercised by the grantee under the Share
Option Scheme

An Option may be exercised in accordance with the terms of the Share Option Scheme at any time after the
date upon which the Option is deemed to be granted and accepted and prior to the expiry of 10 years from
that date. The period during which an Option may be exercised will be determined by the Board in its
absolute discretion, save that no Option may be exercised more than 10 years after it has been granted. No
Option may be granted more than 10 years after the date of approval of the Share Option Scheme. There is
no minimum period specified by the Share Option Scheme for which the Option must be held before it can
be exercised.

Amount payable on application or acceptance of the Options and period within
which payments or calls must or may be made or loans for such purposed must be
repaid

An Option shall be deemed to have been granted and accepted by the grantee and to have taken effect
when the duplicate offer document constituting acceptance of the Option duly signed by the grantee,
together with a remittance or payment in favour of the Company of HK$1.00 by way of consideration for
the grant thereof, is received by the Company not later than 30 days after the date of grant. Such
remittance or payment shall in no circumstances be refundable. To the extent that the offer to grant an
Option is not accepted by the prescribed 30-day period, it shall be deemed to have been irrevocably
declined.

KWG LIVING GROUP HOLDINGS LIMITED



7

€-)

(9

Directors’ Report

Basis of determining the exercise price

Subject to any adjustments made under the Share Option Scheme, the subscription price of a Share in
respect of any particular Option granted under the Share Option Scheme shall be such price as the Board in
its absolute discretion shall determine, save that such price must be at least the highest of:

(i)  the official closing price of the Shares as stated in the Stock Exchange’s daily quotations sheet on the
date of grant, which must be a day on which the Stock Exchange is open for the business of dealing
in securities;

(i)  the average of the official closing prices of the Shares as stated in the Stock Exchange’s daily
guotations sheet for the five business days immediately preceding the date of grant; and

(iii)  the nominal value of a Share.

Remaining life of the Share Option Scheme

Subject to earlier termination by the Company in general meeting or by the Board, the Share Option Scheme
shall be valid and effective for a period of 10 years commencing from the SO Adoption Date and ending on
2 June 2031. As at the date of this annual report, the remaining life of the Share Option Scheme is
approximately 5 years and 2 months.

Number of Options available for grant

The number of Shares in respect of which Options are available for grant under the Share Option Scheme as
at 1 January 2025 and 31 December 2025 were 201,551,523 (representing approximately 9.95% of the total
Shares in issue as at the date of this annual report).

During the year ended 31 December 2025, no Options were granted under the Share Option Scheme. Particulars
of the outstanding share options granted to certain eligible participants (“SO Grantees”) in prior years and their
movements during the year are as follows:

Number of Options

Exercise Balance Granted Exercised Cancelled Lapsed Balance as Closing
Categories of Date of price per Exercise as at during the during during during at price
SO Grantees grant Share period® 01.01.2025 period the period the period the period 31.12.2025 per Share®
(HK$) (HK$)
Employees 23 July 2021 8.964  15.04.2022 to 270,000 = = = 81,000 189,000 8.78
14.04.2026
Total 270,000 = = = 81,000 189,000
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Notes:

()

3)

Subject to the vesting conditions (namely, the net profit of the Group for the financial year 2021 achieved its expected target
amount set in early 2021) being met, the vesting period of the Options was as follows: up to 25% of the Options granted shall
become exercisable from 15 April 2022, up to 50% of the Options granted shall become exercisable from 15 April 2023; and
100% of the Options granted shall become exercisable from 15 April 2024. If any of such days falls on a Saturday, a Sunday or a
public holiday, then the next business day following it.

This represented the closing price of the Shares immediately before the date on which the Options were granted.

These Options granted are not subject to any other exercising conditions nor any performance targets.

Details of the fair value of the Options granted by the Company and the accounting policy adopted for the
Options are set out in note 29 to the consolidated financial statements.

Share Award Scheme

The Company has adopted a share award scheme (the “Share Award Scheme”), which was approved by the
Board at the Board meeting held on 23 July 2021 (the “SA Adoption Date”). A summary of the Share Award
Scheme was set out in the announcement of the Company dated 23 July 2021 headed “Adoption of Share Award
Scheme and Grant of Awarded Shares”.

m

(2)

(3

Purposes and objectives

The specific objectives of the Share Award Scheme are: (i) to recognise and motivate the contributions by
certain SA Eligible Participants (as defined hereinafter) and to give incentives thereto in order to retain them
for the continual operation and development of the Group; (ii) to attract suitable professional personnel
beneficial for further growth of the Group; and (iii) to provide certain SA Eligible Participants with a direct
economic interest in attaining a long-term relationship between the Group and such SA Eligible Participants.

Participants of the Share Award Scheme

Pursuant to the rules of the Share Award Scheme (the “SA Scheme Rules”), the Board may, from time to
time, at its absolute discretion select any SA Eligible Participant for participation in the Share Award Scheme
as a selected participant (the “Selected Participant”) and determine the number of Shares to be awarded
(the “Awarded Shares"”).

An “SA Eligible Participant” means: any employee (whether full time or part time, including without
limitation any executive director) of the Company and/or any member of the Group (“Employee”); and
non-executive director of the Company and/or any member of the Group (excluding any Excluded Participants
(as defined in the SA Scheme Rules)) who, in the sole opinion of the Board, will contribute or have
contributed to the Company and/or any member of the Group.

Duration

Subject to any early termination as may be determined by the Board pursuant to the SA Scheme Rules, the
Share Award Scheme shall be valid and effective for a term of 10 years commencing from the SA Adoption
Date and ending on 22 July 2031. As at the date of this annual report, the remaining life of the Share
Award Scheme is approximately 5 years and 3 months.
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Maximum limit

The Board shall not make any further grant of Awarded Shares under the Share Award Scheme such that
the total number of Shares granted under the Share Award Scheme will exceed 5% of the total number of
issued Shares as of the SA Adoption Date, being 100,890,511 Shares, representing approximately 4.98% of
the total issued Shares as at the date of this annual report. No maximum entitlement of each participant is
prescribed under the Share Award Scheme but the entitlement of each participant shall be in compliance
with the Listing Rules.

If the relevant subscription or purchase would result in the trustee (the “Trustee”), TMF Trust (HK) Limited
and any additional or replacement trustee, holding in aggregate, more than 5% of the total number of
Shares in issue of the Company as of the SA Adoption Date, the Trustee shall not subscribe or purchase any
further Shares.

Vesting period

A Selected Participant shall be entitled to receive the Awarded Shares held by the Trustee in accordance with
the vesting schedule upon when the Selected Participant has satisfied all vesting conditions specified by the
Board at the time of making the award. Vesting of the Shares will be conditional on the Selected Participant
remaining a director or employee of the Group until and on each of the relevant vesting dates and his/her
execution of the relevant documents to effect the transfer from the Trustee.

(6) Purchase price of the award

7

(8)

(9

The Board shall cause to pay the Trustee the purchase price and the related expense using the Company’s
internal resources. The Trustee shall purchase from the market the relevant number of Awarded Shares and
shall hold the Awarded Shares on trust for the Selected Participants, in accordance with the terms of the
Scheme Rules, until the Board has notified the Trustee that all the vesting conditions specified by the Board
have been satisfied.

Basis of determining the purchase price of the share awards
The purchase price of the awarded shares is determined by the prevailing market price of the Shares at the
time of purchase by the Trustee on the Stock Exchange.

Operation

Pursuant to the SA Scheme Rules, the Board may, from time to time, at its absolute discretion select any SA
Eligible Participant for participation in the Share Award Scheme as a Selected Participant and determine the
number of Shares to be awarded. The Board shall, after having regard to all relevant circumstances and
affairs of the Group including without limitation the Group’s business and financial performance, determine
the maximum amount of funds to be allocated by the Board out of the Company’s resources for the
purchase or subscription of the Awarded Shares, as the Board deems appropriate, pursuant to the Share
Award Scheme. The Board, through its authorised representative(s), shall cause to pay the Trustee the
subscription or purchase price for the Shares and the related expenses from the Company’s resources. The
Trustee shall purchase from the open market or subscribe for the relevant number of Shares awarded and
shall hold such Shares until they are vested in accordance with the SA Scheme Rules. No consideration or
vesting price is payable by the SA Grantees (as defined hereinafter) upon acceptance or vesting of the
Awarded Shares. No new Shares will be issued by the Company to satisfy any Awarded Shares.

Number of Awarded Shares available for grant

The number of Awarded Shares available for grant under the Share Award Scheme as at 1 January 2025 and
31 December 2025 were 99,985,011 (representing approximately 4.94% of the total Shares in issue as at the
date of this annual report).

ANNUAL REPORT 2025

51



52

Directors’ Report

During the year ended 31 December 2025, no Awarded Shares were granted, vested, lapsed or outstanding under
the Share Award Scheme.

Directors’ Interests in a Competing Business

During the year and up to the date of this annual report, none of the Directors are considered to have interests in
a business which competes or is likely to compete, either directly or indirectly, with the businesses of the Group,
as defined in the Listing Rules.

Director’s Interests in Transactions, Arrangements and Contracts

Other than disclosed in the section headed “Continuing Connected Transactions” in this annual report, no
transactions, arrangements and contracts of significance in relation to the Group’s business to which the Company,
or its subsidiaries was a party and in which a Director or his connected entity had a material interest, whether
directly or indirectly, subsisted during or at the end of the year ended 31 December 2025.

Directors’ Remuneration

The Directors’ remunerations are subject to the recommendations of the Remuneration Committee and the Board'’s
approval. The remunerations are determined by the Board with reference to Directors’ duties, responsibilities,
performances and the results of the Group.

Equity-linked Agreements

Other than the Share Option Scheme and the Share Award Scheme as disclosed above, no equity-linked
agreements was entered into by the Company during the year or subsisted at the end of the year ended
31 December 2025.

Directors’ Rights to Acquire Shares or Debentures

Other than the Share Option Scheme and the Share Award Scheme as disclosed above, at no time during the year
ended 31 December 2025 was the Company, its subsidiaries or fellow subsidiaries a party to any arrangements
which enable the Directors to acquire benefits by means of the acquisition of shares in, or debentures of, the
Company or any other body corporate.

Contract with Controlling Shareholders

Other than disclosed in the section headed “Continuing Connected Transactions” in this annual report, no contract
of significance was entered into between the Company or any of its subsidiaries and the controlling shareholders
of the Company or any of their subsidiaries during the year ended 31 December 2025 or subsisted at the end of
the year and no contract of significance for the provision of services to the Company or any of its subsidiaries by
the controlling shareholders of the Company or any of their subsidiaries was entered into during the year ended
31 December 2025 or subsisted at the end of the year.

Donation
The charitable donations made by the Group during the year amounted to approximately RMB1,253,000.
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Interests of Substantial Shareholders and Other Persons

As at 31 December 2025, so far as the Directors or chief executive of the Company were aware of, persons (other
than Directors or chief executive of the Company) who had interests or short positions in the Shares or underlying
Shares which would fall to be disclosed to the Company pursuant to Divisions 2 and 3 of Part XV of the SFO, or
which were recorded in the register required to be kept by the Company under Section 336 of the SFO, were as
follows:

Long positions in the Shares

Number of ordinary Shares held

Corporate
Personal interests
Name of interests (interests of % of the
substantial (beneficial controlled Other issued voting
Shareholder owher) corporation) interests Total Shares®
Plus Earn® 678,390,949 = 390,963,597¢  1,069,354,546 52.79
Hero Fine® 171,327,712 = 898,026,834%  1,069,354,546 52.79
Peace Kind® 80,376,772 — 988,977,774%  1,069,354,546 52.79
KONG Jiantao = 139,259,113@ 930,095,433®  1,069,354,546 52.79
Right Rich 136,017,833 = 933,336,713®  1,069,354,546 52.79
Excel Wave 2,729,450 = 1,066,625,096%  1,069,354,546 52.79
Wealth Express 511,830 — 1,068,842,716%  1,069,354,546 52.79

Notes:

(1

2

3)

4)

The approximate percentage was calculated based on the total number of issued Shares (i.e. 2,025,858,916 Shares) as at
31 December 2025.

Right Rich, Excel Wave and Wealth Express are wholly-owned and controlled by Mr. KONG lJiantao. By virtue of the SFO,
Mr. KONG Jiantao is deemed to be interested in the Shares in which Right Rich, Excel Wave and Wealth Express are interested.

On 14 October 2020, Plus Earn, Hero Fine, Right Rich, Excel Wave, Wealth Express and Peace Kind entered into the Shareholders’
Agreement, pursuant to which, among other things, the parties thereto shall vote at general meetings of the Company according
to the instruction of whichever party thereto holds the most Shares from time to time. As such, by virtue of the SFO, each of Plus
Earn, Hero Fine, Right Rich, Excel Wave, Wealth Express, Peace Kind, Mr. KONG Jianmin, Mr. KONG lJiantao and Mr. KONG
Jiannan is deemed to be interested in the total number of Shares directly held by Plus Earn, Hero Fine, Right Rich, Excel Wave,
Wealth Express and Peace Kind.

Mr. KONG Jianmin (a Non-executive Director) is the sole director of Plus Earn and Hero Fine and Mr. KONG lJiannan (an Executive
Director) is the sole director of Peace Kind.

Save as disclosed above, as at 31 December 2025, the Directors were not aware of any interests or short positions
owned by any persons (other than the Directors or chief executive of the Company) in the Shares or underlying
Shares which would fall to be disclosed to the Company under Divisions 2 and 3 of Part XV of the SFO, or which

were

recorded in the register required to be kept by the Company under Section 336 of the SFO.
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Non-competition Undertaking

Each of the controlling Shareholders has entered into a deed of non-competition dated 14 October 2020 (the
“Undertakings”) details of which are disclosed in the Company’s prospectus dated 19 October 2020 (the
“Prospectus”). Each of them has confirmed to the Company that, since the Listing Date and up to 31 December
2025, he/it has complied with the Undertakings.

The Independent Non-executive Directors had reviewed the status of compliance and the confirmation provided by
each of the controlling Shareholders as part of the annual review process. On the basis that: (i) the Company has
received the confirmations from all of them regarding the Undertakings; (ii) there was no competing business
reported by them; and (iii) there was no particular situation rendering the full compliance of the Undertakings
being questionable, the Independent Non-executive Directors are of the view that the Undertakings have been
complied with and been enforced by the Company in accordance with the terms.

Change in Information of Director

Pursuant to Rule 13.51B(1) of the Listing Rules, changes in information of Directors required to be disclosed
pursuant to paragraphs (a) to (e) and (g) of Rule 13.51(2) of the Listing Rules since the date of the Company’s
2025 Interim Report and up to the date of this annual report are set out as follows:

Mr. Fung Che Wai, Anthony ceased to be an independent non-executive director, the chairman of the audit
committee and a member of the remuneration committee of Dekon Food and Agriculture Group (a company listed
on the Stock Exchange with stock code: 2419) with effect from 11 February 2026.

Continuing Connected Transactions

Set out below are the continuing connected transactions between the Group and KWG Group for the year ended
31 December 2025, which are subject to the reporting and annual review requirements under Chapter 14A of the
Listing Rules:

1. Property Lease Framework Agreement
On 21 November 2022, the Company (for itself and on behalf of its subsidiaries) entered into a property
lease framework agreement (the “Property Lease Framework Agreement”) with KWG Holdings (for
itself and on behalf of its subsidiaries), pursuant to which KWG Group agreed to lease to the Group (i)
certain properties for office and staff quarters uses; and (ii) car parking lots for sub-leasing to end-users for
a term commencing from 1 January 2023 to 31 December 2025.

The annual cap for the year ended 31 December 2025 under the Property Lease Framework Agreement is
RMB38.6 million. The actual transaction amount for the transactions under the Property Lease Framework
Agreement during the year ended 31 December 2025 was approximately RMB16.5 million.

2. Residential Property Management Services Framework Agreement

On 21 November 2022, the Company (for itself and on behalf of its subsidiaries) entered into a residential
property management services framework agreement with KWG Holdings (for itself and on behalf of its
subsidiaries) (the “Residential Property Management Services Framework Agreement”), pursuant
to which the Group agreed to provide KWG Group and its associates with residential property management
services, including but not limited to (i) pre-sale management services, such as cleaning, security and
maintenance services for pre-sale display units and sales offices owned by KWG Group and/or its associates;
and (ii) property management services, such as cleaning, security, gardening and repair and maintenance
services for residential properties developed by KWG Group and/or its associates which are unsold or sold
but not yet delivered to the property owners for a term commencing from 1 January 2023 to 31 December
2025.

The annual cap for the year ended 31 December 2025 under the Residential Property Management Services
Framework Agreement is RMB523.8 million. The actual transaction amount for the transactions under the
Residential Property Management Services Framework Agreement during the year ended 31 December 2025
was approximately RMB131.1 million.

KWG LIVING GROUP HOLDINGS LIMITED



Directors’ Report

Property Agency Services Framework Agreement

On 21 November 2022, the Company (for itself and on behalf of its subsidiaries) entered into a property
agency services framework agreement with KWG Holdings (for itself and on behalf of its subsidiaries) (the
“Property Agency Services Framework Agreement”) pursuant to which the Group agreed to
provide KWG Group and its associates with property agency services for properties developed by KWG Group
and/or its associates for a term commencing from 1 January 2023 to 31 December 2025.

The annual cap for the year ended 31 December 2025 under the Property Agency Services Framework
Agreement is RMB344.2 million. The actual transaction amount for the transactions under the Property
Agency Services Framework Agreement during the year ended 31 December 2025 was approximately RMB9.2
million.

Commercial Property Management Services Framework Agreement

On 21 November 2022, the Company (for itself and on behalf of its subsidiaries) entered into a commercial
property management services framework agreement with KWG Holdings (for itself and on behalf of its
subsidiaries) (the “Commercial Property Management Services Framework Agreement”), pursuant
to which the Group agreed to provide KWG Group and its associates with commercial property management
services, including but not limited to (i) pre-sale management services, such as cleaning, security and
maintenance services for pre-sale display units and sales offices of commercial properties owned by KWG
Group and/or its associates; and (ii) commercial property management services, such as file management,
cleaning, security, gardening, and repair and maintenance services for commercial properties developed by
KWG Group and/or its associates which are (a) unsold or sold but not yet delivered to the new owners; (b)
pending to be leased out; or (c) owned by KWG Group and/or its associates for their own use for a term
commencing from 1 January 2023 to 31 December 2025.

The annual cap for the year ended 31 December 2025 under the Commercial Property Management Services
Framework Agreement is RMB297.2 million. The actual transaction amount for the transactions under the
Commercial Property Management Services Framework Agreement during the year ended 31 December 2025
was approximately RMB88.0 million.

Commercial Operational and Value-added Services Framework Agreement

On 21 November 2022, the Company (for itself and on behalf of its subsidiaries) entered into a commercial
operational and value-added services framework agreement with KWG Holdings (for itself and on behalf of
its subsidiaries) (the “Commercial Operational and Value-added Services Framework
Agreement”), pursuant to which the Group agreed to provide KWG Group and its associates with (i)
commercial operational services, such as preliminary planning and consultancy, tenant sourcing and
management, and marketing and promotion services, for commercial properties owned by KWG Group and/
or its associates; and (i) commercial value-added services, such as providing assistance in leasing out
common areas, advertising spaces and empty floor space, for properties owned by KWG Group and/or its
associates for a term commencing from 1 January 2023 to 31 December 2025.

The annual cap for the year ended 31 December 2025 under the Commercial Operational and Value-added
Services Framework Agreement is RMB166.4 million. The amount for the transactions under the Commercial
Operational and Value-added Services Framework Agreement during the year ended 31 December 2025 was
approximately RMB67.9 million.
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6. Publicity Planning Service Framework Agreement
On 21 November 2022, the Company (for itself and on behalf of its subsidiaries) entered into a publicity
planning service framework agreement with KWG Holdings (for itself and on behalf of its subsidiaries) (the
“Publicity Planning Service Framework Agreement”), pursuant to which the Group agreed to
provide KWG Group and its associates with publicity planning services, such as promotion design,
advertisement promotion and official account marketing for the residential properties developed by KWG
Group and/or its associates for a term commencing from 1 January 2023 to 31 December 2025.

The annual cap for the year ended 31 December 2025 under the Publicity Planning Service Framework
Agreement is RMB63.5 million. The actual transaction amount for the transactions under the Publicity
Planning Service Framework Agreement during the year ended 31 December 2025 was approximately RMB6.8
million.

7. Marketing Channel Service Framework Agreement

On 21 November 2022, the Company (for itself and on behalf of its subsidiaries) entered into a marketing
channel service framework agreement with KWG Holdings (for itself and on behalf of its subsidiaries) (the
“Marketing Channel Service Framework Agreement”), pursuant to which the Group agreed to
provide KWG Group and its associates with marketing channel management services for the Universal
Marketing Plan (a marketing plan that uses all resources available to develop sales channel and facilitate
transactions) of properties developed by KWG Group and its associates for a term commencing from
1 January 2023 to 31 December 2025. Leveraging the Group’s experience on management of property
agents, the Group will be asked to provide administrative management services regarding the non-employees
participants of the Universal Marketing Plan including human resource management, awards settlement, tax
declaration and other administrative work.

The annual cap under the Marketing Channel Service Framework Agreement for the year ended 31 December
2025 is RMB28.6 million. The actual transaction amount for the transactions under the Marketing Channel
Service Framework Agreement during the year ended 31 December 2025 was approximately RMBO.1 million.

As at the date of the aforementioned agreements of the continuing connected transactions, Mr. KONG Jianmin (a
Non-Executive Director), Mr. KONG Jiantao and Mr. KONG Jiannan (an Executive Director) are the ultimate
controlling shareholders of each of the Company and KWG Holdings pursuant to the respective shareholders’
agreements entered into among their respective controlled entities. Therefore, KWG Holdings, as an associate of
the controlling shareholders of the Company, is a connected person of the Company.

Pursuant to Rule 14A.55 of the Listing Rules, the Independent Non-executive Directors have reviewed the
continuing connected transactions under each of the Property Lease Framework Agreement, the Residential
Property Management Services Framework Agreement, the Property Agency Services Framework Agreement, the
Commercial Property Management Services Framework Agreement, the Commercial Operational and Value-added
Services Framework Agreement, the Publicity Planning Service Framework Agreement and the Marketing Channel
Service Framework Agreement as mentioned above (collectively the “Agreements”), and confirmed the
transactions have been entered into: (i) in the ordinary and usual course of the Group’s business; (i) on normal
commercial terms or better; and (iii) in accordance with the respective terms of the Agreements that are fair and
reasonable and in the interests of the Company and the Shareholders as a whole.

KWG LIVING GROUP HOLDINGS LIMITED
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The auditor of the Company has been engaged to report on the continuing connected transactions of the
Company for the year ended 31 December 2025 in accordance with the Hong Kong Standard on Assurance
Engagements 3000 (Revised) “Assurance Engagements Other Than Audits or Reviews of Historical Financial
Information” and with reference to Practice Note 740 “Auditor’s Letter on Continuing Connected Transactions
under the Hong Kong Listing Rules” issued by the Hong Kong Institute of Certified Public Accountants. The Board
has received an unqualified letter from the auditor of the Company in accordance with Rule 14A.56 of the Listing
Rules, stating that the auditor did not notice any of these continuing connected transactions:

o have not been approved by the Board;

o (for the connected transactions involving the provision of goods or services by the Group) were not in
accordance with the pricing policies of the Group in all material aspects;

o were not entered into in accordance with the terms of the relevant agreements governing such continuing
connected transactions in all material aspects; and

o have exceeded the relevant caps for the year ended 31 December 2025.

The Company has complied with the disclosure requirements in accordance with Chapter 14A of the Listing Rules
in respect of the connected transactions and continuing connected transactions conducted by the Group during
the year ended 31 December 2025.

Related Party Transactions

Details of the related party transactions of the Group for the year ended 31 December 2025 are set out in note
36 to the consolidated financial statements.

The related party transactions set out in note 36 to consolidated financial statements include related party
transactions disclosed under accounting standards and related party transactions which also constitute continuing
connected transactions of the Company under Chapter 14A of the Listing Rules. The related party transactions in
respect of the remuneration of Directors and chief executives of the Company constitute continuing connected
transactions as defined in Chapter 14A of the Listing Rules. However, these transactions are exempt from
reporting, announcement and independent shareholders’ approval requirements under Chapter 14A of the Listing
Rules. The related party transactions in respect of the remuneration of key management personnel (other than
Directors and chief executives) of the Company did not fall under the definition of connected transactions or
continuing connected transactions as defined in Chapter 14A of the Listing Rules. Unless otherwise disclosed in
this annual report, the Directors believe, all other related party transactions set out in note 36 to the consolidated
financial statements do not fall within the definition of “connected transactions” or “continuing connected
transactions” under Chapter 14A of the Listing Rules (as the case may be). The Company confirmed that it was in
compliance with the disclosure requirements under Chapter 14A of the Listing Rules for the year ended
31 December 2025 or a waiver from such provisions has been obtained from the Stock Exchange.

Management Contracts

No contract, other than employment contracts, concerning the management and administration of the whole or
any substantial part of the Company’s business was entered into or existed during the year ended 31 December
2025.
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Employees and Remuneration Policy

As at 31 December 2025, the Group had 12,244 employees (2024: 15,577 employees). Compensation for
employees of the Group is made with reference to the market as well as individual performance and contributions,
and extensive use of bonuses to link performance with reward is adopted. The Group reviews the remuneration
policies and packages on a regular basis and make necessary adjustments that accommodate the pay levels in the
industry. In addition to basic salaries, the Group also provides a comprehensive benefit package and career
development opportunities, including performance-based bonus payments, share options, retirement schemes,
medical benefits, and both internal and external training appropriate to individual needs.

Permitted Indemnity Provision

The Articles of Association provides that Directors, secretary and other officers and every auditor of the Company
at any time, whether at present or in the past, and the liquidator or trustees (if any) acting or who have acted in
relation to any of the affairs of the Company, and everyone of them, and everyone of their heirs, executors and
administrators, shall be entitled to be indemnified out of the assets of the Company against all losses or liabilities
which he or she may sustain or incur in or about the execution of the duties of his or her office or otherwise in
relation thereto. During the year, the Company has maintained appropriate directors and officers liability insurance
in respect of relevant legal actions against the Directors.

Public Float

Based on information that is publicly available to the Company and within the knowledge of the Directors, the
Directors confirmed that the Company maintained a sufficient public float of at least 25% of the issued shares as
required by the Listing Rules as at the latest practicable date prior to the issue of this annual report.

Significant Events after the Reporting Period

There were no significant events of the Group subsequent to 31 December 2025 and up to the date of this
annual report.

Use of Net Proceeds from the Listing

The Shares were listed on the Main Board of the Stock Exchange on 30 October 2020 by way of Global Offering
(as defined in the Prospectus), raising the total net proceeds (after deducting professional fees, underwriting
commissions and other related listing expenses) of approximately HK$2,913.1 million (the “Net Proceeds”). For
details of the original proposed allocation of the Net Proceeds, please refer to the section headed “Future Plans
and Use of Proceeds — Use of Proceeds” in the Prospectus.

On 29 June 2021, the Group resolved to revise the allocation of the Net Proceeds to apply the unutilised and
unplanned Net Proceeds as follows: (i) approximately HK$705.7 million for pursuing strategic acquisitions and
investment opportunities to further develop strategic alliances, expand its business scale and increase its market
shares in residential property management service market and other non-residential property management and
commercial operational service market; (ii) approximately HK$241.3 million for upgrading the intelligent service
systems in order to further enhance its operational efficiency and service quality; (iii) approximately HK$145.6
million for further diversifying its value-added services; and (iv) approximately HK$72.8 million for its general
corporate purposes and working capital. Details of the re-allocation are set out in the Company’s announcement
dated 29 June 2021.
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On 10 January 2022, the Board resolved to further adjust the allocation proportion of the Net Proceeds as set out
in the announcement of the Company dated 10 January 2022 (the “Announcement”), and the unutilised and
unplanned Net Proceeds were intended to be allocated and used as follows: (i) approximately HK$250.0 million for
pursuing strategic acquisitions and investment opportunities to further develop strategic alliances, expand its
business scale and increase its market shares in residential property management service market and other
non-residential property management and commercial operational service market; (ii) approximately HK$120.6
million for upgrading the intelligent service systems in order to further enhance its operational efficiency and
service quality; (iii) approximately HK$36.4 million for further diversifying its value-added services; and (iv)

Directors’ Report

approximately HK$52.7 million for its general corporate purposes and working capital.

As at 31 December 2025, an analysis of the utilisation of Net Proceeds is as follows:

Utilised or
planned Net
Proceeds Unutilised or
Revised Unutilised or during the year unplanned Net
allocation as  unplanned Net ended Proceeds as at
Use of the Net Proceeds stated in the Proceeds as at 31 December 31 December
as set out in the Announcement Announcement 1 January 2025 2025 2025
HK$ million HK$ million HK$ million HK$ million
To pursue strategic acquisitions and investment
opportunities 2,703.4 — a .
To upgrade the intelligent service systems:
— to purchase and upgrade hardware, establish smart
terminal equipment and Internet of Things Platform 84.2 70.1 1.1 69.0
— to develop and upgrade the intelligence service systems 36.4 = = =
Diversification into value-added services:
— to cooperate with companies that provide
complementary community products and services 36.4 36.4 = 36.4
For general corporate purposes and working capital 52.7 — s —
Total 2,913.1 106.5 1.1 105.4

Due to the current rapid iteration of hardware and smart terminal technologies and the weak economic recovery
leading to lower-than-expected demand for value-added services, the Company has decided to further defer the
relevant plans in order to utilise the Net Proceeds prudently. As of the date of this annual report, the Company
expects that the unutilised or unplanned Net Proceeds will be fully utilised on or before 31 December 2027.

However, the actual timing for utilising the Net Proceeds is subject to change.
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Auditors

The consolidated financial statements of the Group for the year ended 31 December 2025 have been audited by
Prism, who shall retire at the 2026 AGM. A resolution will be proposed at the 2026 AGM to re-appoint Prism as
auditor of the Company.

On behalf of the Board

KONG Jianmin
Chairman

Hong Kong
31 March 2026

KWG LIVING GROUP HOLDINGS




Biographical Information of Directors and Senior Management

Executive Directors

KONG Jiannan

(Appointed on 11 September 2019 — Present)

KONG lJiannan, aged 60, was appointed as a Director on 11 September 2019 and was re-designated as an
Executive Director and Chief Executive Officer on 19 June 2020. Mr. Kong is also the member of the Remuneration
Committee of the Company. On 2 June 2023, he had stepped down as Chief Executive Officer. He currently holds
directorships in various subsidiaries of the Group.

Mr. Kong graduated from the Guangzhou Radio and TV University (BN EEE 18 KE) (also known as the
Open University of China (Guangzhou) (BIXFAMAZ (EM))) in the PRC majoring in law in October 1988.
Mr. Kong has over 24 years of experience in the real estate industry. He joined the Group in May 2004 as a
director of Guangzhou Ningjun Property Management Co., Ltd. (“Ningjun Property”), where he was primarily
responsible for the overall management of Ningjun Property. Prior to joining the Group, from September 1984 to
October 1997, he worked at the Dongshan District Justice Bureau (U [& 7]}% /@) in Guangzhou, the PRC, where
he last served as a section chief. From November 1997 to June 2007, he served as a director of Guangzhou Hejing
Real Estate Co., Ltd. (EMEEFHEMRZEEBR AR, a subsidiary of KWG Group Holdings Limited ("KWG
Holdings”) (listed on the main board of the Stock Exchange, stock code: 1813), where he was primarily
responsible for coordinating and managing human resources, administrative management and IT management.
Since June 2007, he has been an executive director and an executive vice president of KWG Holdings, where he is
responsible for coordinating and managing human resources, administrative management, IT management and
legal affairs.

Mr. Kong has been a president of the 17th and the 18th General Committee of Hong Kong Industrial &
Commercial Association (&7 T4 €) since August 2019 and March 2022, respectively, and an executive council
member of the 2nd Council of Happy Hong Kong Foundation (3218 & B X & €) since September 2018. He has
also been a council member of Guangzhou Chuanshuo Children’s Culture Foundation (BM M L B XL E & =)
since March 2017.

Mr. Kong is the elder brother of Mr. Kong Jianmin, a Non-executive Director and the Chairman of the Board.

Pursuant to the service agreement with the Company, Mr. Kong is entitled to receive a basic annual director’s fee
of HK$150,000.
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CHEN Wende

(Appointed on 20 June 2025 — Present)

CHEN Wende, aged 48, is the group operations general manager of the Group. Prior to joining the Group, he was
the general manager of the Southwest China District of KWG Holdings. Mr. Chen joined KWG Holdings in March
1997 and has held key positions in KWG Holdings, including general manager of the Western China District,
general manager of Shenzhen District and deputy general manager of the branding and marketing department,
with over 28 years of extensive experience in real estate industry operations and management. Since January 2025,
Mr. Chen began serving as the group operations general manager of the Group, and is primarily responsible for
the management and operations of the property management business of the Group.

Pursuant to the service agreement with the Company, Mr. Chen is entitled to receive a basic annual director’s fee
of HK$150,000.

Non-executive Director

KONG Jianmin

(Appointed on 19 June 2020 — Present)

KONG Jianmin, aged 58, was appointed as a Non-executive Director and the Chairman of the Board on 19 June
2020. Mr. Kong is also the chairman of the Nomination Committee of the Company. He is responsible for
providing guidance and formulation of business strategies for the overall development of the Group.

Mr. Kong graduated from Jinan University (2 KXZ) in the PRC majoring in computer science in June 1989.
Mr. Kong has over 30 years of experience in property development and investment. He founded KWG Group in
November 1994. From November 1994 to April 1995, he served as a general manager of Guangzhou
Xinhengchang Enterprises Development Co., Ltd. (EMHFEE L EZEE AR A A]), a subsidiary of the KWG
Holdings, where he was primarily responsible for the formulation of strategies and operation plans as well as the
implementation of the business plans. From June 1995 to June 2007, he served as the chairman of the board of
Guangzhou Hejing Real Estate Development Ltd. (B & = FHEFM B R 2 7)), a subsidiary of KWG Holdings,
where he was responsible for strategic planning and implementation, sales and marketing of the company. Since
July 2007, he has been an executive director and the chairman of the board of directors of KWG Holdings and is
responsible for the formulation of the development strategies, as well as supervising project planning, business
operation and sales and marketing of KWG Group. Prior to founding KWG Group, from December 1985 to July
1993, he worked at the Baiyun Road Sub-Branch of the Guangzhou Branch of Industrial and Commercial Bank of
China Limited (F B TR 17X D B R 2 7 E N B 2 X 17), where he served as a credit officer.

Mr. Kong has been an executive president of the executive committee of Guangdong Real Estate Chamber of
Commerce (BEERAMERE) since March 2008 and has been a director of the board of directors of Jinan
University (& AX2) in the PRC since November 2010. He has also been a director of the board of directors of
China Real Estate Developers and Investors Association (M % 5 b 7= 1% & A % 75 &) since February 2022.

Mr. Kong Jianmin is the younger brother of Mr. Kong Jiannan, an Executive Director.

Pursuant to the appointment letter with the Company, Mr. Kong is entitled to receive a basic annual director’s fee
of HK$300,000.
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Independent Non-executive Directors

LIU Xiaolan

(Appointed on 9 October 2020 — Present)

LIU Xiaolan, aged 59, was appointed as an Independent Non-executive Director on 9 October 2020 and is primarily
responsible for providing independent advice on the operations and management of the Group. Ms. Liu is also the
member of the Audit Committee of the Company.

Ms. Liu obtained her bachelor’s degree in clinical medicine from Fujian University of Traditional Chinese Medicine
(f& 3" 22 %) in the PRC in July 1988. Ms. Liu has over 13 years of working experience in real estate industry.
From May 2002 to May 2005, she served as an assistant to the general manager and the head of the branch
management center at Xiamen Powerlong Information Industry Development Co., Ltd. (EFfBREEEXEES
fR A &), where she was mainly responsible for assisting the general manager in the daily matters of the company
and its branches all over the country. Starting from May 2005, she worked at Powerlong Real Estate Holdings
Limited (BB EZE KB R A F]), a real estate developer in the PRC whose shares are listed on the main board
of the Stock Exchange (stock code: 1238), where she was responsible for assisting the president in the daily
matters, establishment of management system of the project companies and the management of commercial
property management business, and was appointed as an executive director in August 2009. She was re-designated
as a non-executive director of Powerlong Real Estate Holdings Limited in April 2012 and resigned in March 2014,
and has been appointed as an independent non-executive director with effect from 27 March 2024. From March
2012 to November 2012, she served as the general manager at Kunshan Stereo City Investment Management Co.,
Ltd. (RIS B8 2 W IEEEH AR A A]), a company principally engaged in investment management and consulting
services, where she was mainly responsible for investment management of the project. Since September 2013, she
has been serving as the chairman of the board of Shanghai Yizhen Investment Management Co., Ltd. (/&% %%
BEME AR AT, a company principally engaged in real estate consulting services and investment management,
where she has been mainly responsible for its company investment and strategy formulation. Since September
2020, she has been serving as an independent non-executive director of Excellence Commercial Property & Facilities
Management Group Limited (2 EREEEBER A7), a leading commercial real estate service operator in
the PRC whose shares are listed on the main board of the Stock Exchange (stock code: 6989), where she is
primarily responsible for providing independent advice on the operations and management of the group.

Ms. Liu has been serving as a mentor of PMBA program of E-house & Wharton Case Study and Teaching Facility
(B EREEFIF T EZHRE EHD) since June 2015, an economic counselor of Chengdu Skyscraper Economics
Promotion Association (5% #0125 48 % {2 # &) since September 2019 and a special consultant of Tianfu Institute
of Building Economy (1 F £ 7% X fF £ Ft) since June 2019.

Pursuant to the appointment letter with the Company, Ms. Liu is entitled to receive a basic annual director’s fee
of HK$300,000.
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FUNG Che Wai, Anthony

(Appointed on 9 October 2020 — Present)

FUNG Che Wai, Anthony, aged 57, was appointed as an Independent Non-executive Director on 9 October 2020
and is primarily responsible for providing independent advice on the operations and management of the Group.
Mr. Fung is also the member of the Audit Committee, the Remuneration Committee and the Nomination
Committee of the Company.

Mr. Fung received his bachelor's degree in accountancy from The Hong Kong Polytechnic University (formerly
known as Hong Kong Polytechnic) in Hong Kong in October 1992. Mr. Fung has over 33 years of experience in
accounting and financial management. From August 1992 to September 1999, he successively served as a staff
accountant, semi senior accountant, senior accountant and manager at Deloitte Touche Tohmatsu, an accounting
firm where he was primarily responsible for audit planning and control. From October 1999 to August 2007,
Mr. Fung served as a director of Winsmart Consultants Limited (SAB#& &R AR A7), a financial consulting
company where he was primarily responsible for advising the client on corporate finance and investor relations.
From January 2008 to August 2010, Mr. Fung served as a vice president of NagaCorp Limited (& FIZERE R A 7)),
a hotel, gaming and leisure operator in Cambodia whose shares are listed on the main board of the Stock
Exchange (stock code: 3918), where he was primarily responsible for the development of investor relations and
liaison with existing and potential investors as well as analysts. From January 2011 to August 2014, Mr. Fung
served as the chief financial officer and company secretary of Zall Smart Commerce Group Ltd. (R EHEES
R A7) (formerly known as Zall Development (Cayman) Holding Co., Ltd. (EBZE (A 2)ERAR A ), a
developer and operator of large-scale consumer product focused wholesale shopping malls in the PRC whose
shares are listed on the main board of the Stock Exchange (stock code: 2098), where he was primarily responsible
for financial and compliance matters. Mr. Fung served as the chief financial officer and company secretary of Kong
Sun Holdings Limited (T IL#5E & A BR A Al) from July 2014 to April 2017 and from September 2014 to April 2017,
respectively, a solar power plants investor and operator whose shares are listed on the main board of the Stock
Exchange (stock code: 0295), where he was primarily responsible for the overall financial operations, company
secretarial matters and investor relations. From June 2017 to October 2021, Mr. Fung served as an independent
non-executive director of S&P International Holding Limited (2 £ E AR A7), a coconut food manufacturer
and seller whose shares are listed on the main board of the Stock Exchange (stock code: 1695), where he was
primarily responsible for supervising and providing independent advice to the board. From May 2017 to December
2022, Mr. Fung served as the chief financial officer of Beijing Enterprises Urban Resources Group Limited (b 2 35
MEREEAER A A]), an integrated waste management solution provider whose shares are listed on the main
board of the Stock Exchange (stock code: 3718), where he has been primarily responsible for the supervision and
management of finance of the group. From April 2017 to August 2023, Mr. Fung was an independent non—
executive director of FY Financial (Shenzhen) Co., Ltd. (B8 @ERE CEI) BER 2 F), a financial services
provider whose shares are listed on GEM of the Stock Exchange (stock code: 8452), where he has been primarily
responsible for supervising and providing independent advice to the board. From December 2023 to February
2026, Mr. Fung was an independent non-executive director, the chairman of the audit committee and a member
of the remuneration committee of Dekon Food and Agriculture Group (FJIIZEEKRE REBKHDER A A), a
livestock and poultry breeding and farming enterprise whose shares are listed on the main board of the Stock
Exchange (stock code: 2419). Since November 2021, Mr. Fung has been appointed as an independent
non-executive director of Zhong An Group Limited (% & B B[R A Al), a property developer whose shares are
listed on the main board of the Stock Exchange (stock code: 672), where he has been primarily responsible for
supervising and providing independent advice to the board. Since September 2023, Mr. Fung has been appointed
as an independent non-executive director of Zhejiang Taimei Medical Technology Co., Ltd. (# /L A 3= B8 B fl 5 i%
BB BRAA]), a digital solution provider focused on the pharmaceutical and medical device industry whose shares
are listed on the main board of the Stock Exchange (stock code: 2576). Since October 2023, Mr. Fung has been
appointed as an independent non-executive director of XXF Group Holdings Limited (=48 & &£ B A R A 7)),
an automobile retailer whose shares are listed on the main board of the Stock Exchange (stock code: 2473). Since
March 2024, Mr. Fung has been appointed as an independent non-executive director of Qyuns Therapeutics Co.,
Ltd. (THEEEMEER(H AR AR, a clinical-stage biotech company whose shares are listed on the main
board of the Stock Exchange (stock code: 2509).
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Mr. Fung was admitted as a fellow member of the Association of Chartered Certified Accountants and the Hong
Kong Institute of Certified Public Accountants (the “HKICPA") in October 2001 and September 2005, respectively.
Mr. Fung is currently a fellow member of the HKICPA.

Pursuant to the appointment letter with the Company, Mr. Fung is entitled to receive a basic annual director’s fee
of HK$300,000.

NG Yi Kum

(Appointed on 9 October 2020 — Present)

NG Yi Kum, aged 68, was appointed as an Independent Non-executive Director on 9 October 2020 and is
responsible for providing independent advice on the operations and management of the Group. Ms. Ng is also the
member of the Nomination Committee and the chairman of the Audit Committee and the Remuneration
Committee of the Company.

Ms. Ng is a qualified accountant and holds a master’s degree in business administration from the Hong Kong
University of Science and Technology in Hong Kong. She is an associate of The Institute of Chartered Accountants
in England and Wales, The Chartered Governance Institute, a fellow of the Association of Chartered Certified
Accountants and the HKICPA and a member of the American Institute of Certified Public Accountants. From
September 2005 to November 2007, she was an executive director of Hang Lung Properties Limited ({Ef£ 1 E A
B2 2 ®]), a real estate development company whose shares are listed on the main board of the Stock Exchange
(stock code: 0101). Prior to her joining in Hang Lung Properties Limited, she worked as a senior vice president of
the Stock Exchange. From January 2008 to April 2014, Ms. Ng was the chief financial officer of Country Garden
Holdings Company Limited (2B %GR A F]), a real estate development company whose shares are listed on
the main board of the Stock Exchange (stock code: 2007). Ms. Ng joined Tse Sui Luen Jewellery (International)
Limited (G I EEERE (B ER) AR A &)) (“TSL"), a jewellery company whose shares are listed on the main board of
the Stock Exchange (stock code: 417), in July 2015 and was an executive director, the deputy chairman, the chief
strategy officer, the chief financial officer and the company secretary of TSL. Ms. Ng resigned from the above
positions in TSL in May 2024 and following her resignation, she acted as a consultant of TSL until June 2024.

Ms. Ng has been an independent non-executive director of Tianjin Development Holdings Limited (X2 % & 12 f%
BBRAA]), a utilities, hotel, electrical and mechanical, strategic and other investments and pharmaceutical
company whose shares are listed on the main board of the Stock Exchange (stock code: 882), since July 2010, an
independent non-executive director of Comba Telecom Systems Holdings Limited (R1IEB{E XSG IEB AR A7), a
solution provider of wireless systems whose shares are listed on the main board of the Stock Exchange (stock
code: 2342), since March 2019, an independent non-executive director of CMGE Technology Group Limited (7 F
MR £ E AR A al), a mobile game publisher whose shares are listed on the main board of the Stock Exchange
(stock code: 302), since September 2019, and an independent non-executive director of Powerlong Commercial
Management Holdings Limited (B X B EEKGR A F]), a commercial operational and residential property
management services provider whose shares are listed on the main board of the Stock Exchange (stock code:
9909), since December 2019.

She is an elected member of Quality Tourism Services Association Governing Council (Retailer Category) with effect
from February 2019 to May 2024. She has also contributed her time to various public service appointments,
including being a co-opted member of the audit committee of the Hospital Authority from December 2002 to
November 2013.

Pursuant to the appointment letter with the Company, Ms. Ng is entitled to receive a basic annual director’s fee
of HK$300,000.
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Senior Management

HU Nan, aged 39, joined the Group in June 2025 as a general manager. Mr. Hu obtained a bachelor’s degree in
civil engineering and a master’s degree in structural engineering from Wuhan University in China in 2009 and
2012, respectively. Prior to joining the Group, he served as a district general manager for real estate development,
regional general manager for property management, group deputy general manager for property management and
other positions, respectively, at Longfor Group Holdings Limited (a company listed on the Stock Exchange, stock
code: 960) from April 2020 to June 2025, where he was responsible for full-scale general business services,
operation and market expansion for real estate development and property management.

LV Li, aged 46, joined the Group in July 2025 as a finance general manager. Mr. Lv obtained a bachelor’s degree
in accounting from Jinan University in China in 2001. Prior to joining the Group, he served as a general manager
of the financial management center of Guangdong Logan Group Property Management Co., Ltd. He has over 24
years of experience in accounting and financial management. He was qualified as an intermediate auditor by the
Department of Human Resources of Guangdong Province in 2013, and obtained the professional qualification of a
Certified Practising Accountant member of CPA Australia from CPA Australia in 2025.

GU Rongjuan, aged 41, joined the Group in May 2025 as a general manager of the Human Resources and
Administration Center. Ms. Gu obtained a bachelor's degree in administrative management from Central South
University in China in 2007. Prior to joining the Group, she served as the head of human resources and
administration department of Cityscape Development Property (=3 #)3) under Cityscape Development Group
Company Limited from February 2023 to May 2024, where she was responsible for preliminary planning and
development of the property company, and the human resources and administrative work of the property
company.

* For identification purposes only

KWG LIVING GROUP HOLDINGS LIMITED



Independent Auditor’s Report

@%@Prism

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

OPINION

We have audited the consolidated financial statements of KWG Living Group Holdings Limited (the “Company”)
and its subsidiaries (the “Group”) set out on pages 74 to 167, which comprise the consolidated statement of
financial position as at 31 December 2025, and the consolidated statement of profit or loss and other
comprehensive income, the consolidated statement of changes in equity and the consolidated statement of cash
flows for the year then ended, and notes to the consolidated financial statements, including material accounting
policy information.

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

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong Standards on Auditing (“HKSAs") issued by the HKICPA.
Our responsibilities under those standards are further described in the Auditor’s responsibilities for the audit of the
consolidated financial statements section of our report. We are independent of the Group in accordance with the
HKICPA's Code of Ethics for Professional Accountants (the “Code"”) that are relevant to audits of the financial
statements of public interest entities, 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.

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional judgement, were of most significance in our audit of
the consolidated financial statements of the current period. These matters were addressed in the context of our
audit of the consolidated financial statements as a whole, and in forming our opinion thereon, and we do not
provide a separate opinion on these matters. For the matter below, our description of how our audit addressed
the matter is provided in that context.

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

%@Prism

To the shareholders of KWG Living Group Holdings Limited

(Incorporated in the Cayman Islands with limited liability)

Key audit matter

How our audit addressed the key audit matter

Impairment assessment of goodwill and other
intangible assets arising from business
combinations

As at 31 December 2025, the net carrying amounts of
goodwill and other intangible assets arising from
business combinations amounted to approximately
RMB630,120,000 and RMB299,563,000, respectively.
The Group’s other intangible assets arising from
business combinations comprised (i) property
management contracts, (ii) customer relationships and (iii)
non-compete agreements, and all these other intangible
assets are with finite useful lives.

In accordance with Hong Kong Accounting Standard 36
Impairment of Assets (“HKAS 36"), the Group is
required to annually test the goodwill for impairment.
Besides, according to HKAS 36, for an intangible asset
with a finite useful life, the Group shall also assess at
the end of each reporting period whether there is any
indication that the intangible asset may be impaired
and shall test the intangible asset for impairment if
such indication exists.

For impairment testing, goodwill acquired through
business combination is allocated to each of the cash-
generating units (“CGUs"”), or groups of CGUs. The
Group engages an independent valuer to assist in the
estimation. The key estimates involved in preparing the
expected future cash flows include (i) annual revenue
growth rate; (ii) gross profit margins; (iii) terminal
growth rate and (iv) discount rate, etc.

KWG LIVING GROUP HOLDINGS LIMITED

The audit procedures in relation to the impairment
assessment of goodwill and other intangible assets
arising from business combinations included:

o Obtain an understanding and evaluate the
appropriateness and reasonableness of impairment
policies for goodwill and related intangible assets;

o Test the Group’s internal controls over impairment
assessment, including the design and
implementation of policies and procedures;

o Evaluate the reasonableness and appropriateness

for allocating goodwill and other intangible assets
arising from business combinations to each of
CGUs, or groups of CGUs;

o Evaluate the objectivity, independence and
competency of the valuer engaged by the Group;

o Involve our auditor’'s expert to assist us to assess
the methodologies and assumptions regarding (i)
Annual revenue growth rate; (i) Gross profit
margins; (iii) Terminal growth rate and (iv)
Discount rate, used in the impairment assessment;
and

o Focus on the adequacy of the entity’s disclosures
related to impairment of goodwill and other
intangible assets in the consolidated financial
statement.
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Independent Auditor’s Report

To the shareholders of KWG Living Group Holdings Limited

(Incorporated in the Cayman Islands with limited liability)

Key audit matter

How our audit addressed the key audit matter

We have identified impairment of goodwill and other
intangible assets arising from business combinations as
a key audit matter due to the overall significance of the
balances to the consolidated financial statements, and
the management’s assessment on the impairment was
complex and involves significant management
judgements and estimates.

Relevant disclosure information can be found in the
notes to the consolidated financial statements 2.4, 3,
16 and 17.

Impairment assessment of trade receivables
and prepayments, other receivables and other
assets

As at 31 December 2025, the gross amount of the
Group's trade receivables and prepayments, other
receivables and other assets amounted to approximately
RMB4,136,523,000 and RMB838,628,000 respectively,
against which an allowance for impairment of
RMB1,394,241,000 and RMB142,387,000 respectively,
were made based on the expected credit loss approach
under Hong Kong Financial Reporting Standard 9
Financial Instruments.

Based on the above, we found that the significant
management judgements and key assumptions used in
the impairment assessment of goodwill and other
intangible assets arising from business combinations are
supported by the available evidence.

For the impairment assessment of trade receivables and
prepayments, other receivables and other assets, We
performed the audit procedures including:

o Review the Group’s credit policy and provision
policy for determining loss allowance in respect of
trade receivables and, prepayments, other
receivables and other assets respectively;

o Assess the design and implementation of key
internal controls which govern the debt collection
and estimate of expected credit loss;

o Inquire the management for the basis on
groupings of various customer segments for
expected credit loss assessment by (i) its business
nature, (ii) internal credit rating; and (iii) days past
due and consider that the basis of groupings is
reasonable;
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Independent Auditor’s Report

%@Prism

To the shareholders of KWG Living Group Holdings Limited

(Incorporated in the Cayman Islands with limited liability)

Key audit matter

How our audit addressed the key audit matter

For trade receivables, the Group applied the simplified
approach in calculating expected credit losses that
recognised a loss allowance based on lifetime expected
credit losses at each reporting date. The Group engaged
an independent valuer to assist in the estimation. The
Group used a provision matrix to measure expected
credit losses based on groupings of various customer
segments with similar loss patterns and takes into
account historical default rates and forward-looking
information.

For prepayments, other receivables and other assets, the
Group measured the loss allowance equal to 12-month
expected credit loss, unless when there was a significant
increase in credit risk since initial recognition, the
Group recognised lifetime expected credit losses. The
assessment of whether lifetime expected credit losses
should be recognised was based on significant increase
in the likelihood or risk of a default occurring since
initial recognition.

As the assessment of the expected credit loss allowance
of trade receivables and prepayments, other receivables
and other assets involved significant management
judgements and estimates, it was identified as a key
audit matter.

The relevant disclosure is included in the consolidated
financial statements notes 2.4, 3, 21, 22 and 39.

KWG LIVING GROUP HOLDINGS LIMITED

o Evaluate the objectivity, independence and
competency of the valuer engaged by the Group;

o Involve our auditor’'s expert to assist us to assess
the methodologies and assumptions adopted
including: (i) referring to the contract, credit
information and historical settlement performance
of debtors for the loss rate; (ii) understanding of
the Group’s business, industry and external
macroeconomic data, challenge, debtors’ financial
condition and current market conditions for
historical and forward-looking information; (iii)
considering the effect on time value of currency
appropriately;

o Test on a sample basis the accuracy of
management’s aging analysis of trade receivables
and prepayments, other receivables and other
assets;

J Verify the mathematical accuracy of the calculation
of the loss allowance; and

o Evaluate the adequacy of disclosures related to
expected credit losses on trade receivables and
prepayments, other receivables and other assets in
the consolidated financial statement.

Based on the above, we found that the significant
judgments and estimates made by management for the
expected credit loss assessment, are supported by
available evidence.



Independent Auditor’s Report

@E@Prism

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

OTHER INFORMATION INCLUDED IN THE ANNUAL REPORT

The directors of the Company are responsible for the other information. The other information comprises the
information included in the annual report, but does not include the consolidated financial statements and our
auditor’s report thereon.

Our opinion on the consolidated financial statements does not cover the other information and we do not express
any form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with the
consolidated financial statements or our knowledge obtained in the audit or otherwise appears to be materially
misstated. If, based on the work we have performed, we conclude that there is a material misstatement of this
other information, we are required to report that fact. We have nothing to report in this regard.

RESPONSIBILITIES OF THE DIRECTORS FOR THE CONSOLIDATED
FINANCIAL STATEMENTS

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

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

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE CONSOLIDATED
FINANCIAL STATEMENTS

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes
our opinion, solely to you, as a body, in accordance with section 405 of the Hong Kong Companies Ordinance
and our agreed terms of engagement, and for no other purpose. We do not assume responsibility towards or
accept liability to any other person for the contents of this report.
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Independent Auditor’s Report

%@Prism

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

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

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

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

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

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

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

° Evaluate the overall presentation, structure and content of the consolidated financial statements, including
the disclosures, and whether the consolidated financial statements represent the underlying transactions and
events in a manner that achieves fair presentation.

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

We communicate with the audit committee of the Company (the “Audit Committee”) regarding, among other

matters, the planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.

KWG LIVING GROUP HOLDINGS LIMITED



Independent Auditor’s Report

@%@Prism

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

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

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

The engagement partner on the audit resulting in this independent auditor’s report is Mr. Fan Chi Hang Stephen.

Prism Hong Kong Limited
Certified Public Accountants

Fan Chi Hang Stephen

Practising Certificate Number: P06144
Hong Kong

31 March 2026
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Consolidated Statement of Profit or Loss

74

Year ended 31 December 2025

2025 2024
Notes RMB’000 RMB’000
REVENUE 5 3,329,875 3,573,469
Cost of sales (2,500,434) (2,690,811)
Gross profit 829,441 882,658
Other income and gains 5 19,516 121,329
Selling and distribution expenses (5,155) (5,488)
Administrative expenses (428,307) (471,595)
Other expenses, net (543,070) (1,049,953)
Finance costs 7 (19,195) (33,036)
Share of profit and loss of:
Joint ventures 18 (1,890) 7,029
Associates 19 (614) 127
LOSS BEFORE TAX 6 (149,274) (548,929)
Income tax expenses 10 (167,013) (9,730)
LOSS FOR THE YEAR (316,287) (558,659)
Attributable to:
Owners of the parent (313,764) (572,282)
Non-controlling interests (2,523) 13,623
(316,287) (558,659)
LOSSES PER SHARE ATTRIBUTABLE TO ORDINARY
EQUITY HOLDERS OF THE PARENT
Basic (expressed in RMB cents per share) 12 (15.49) (28.25)
Diluted (expressed in RMB cents per share) 12 (15.49) (28.25)

KWG LIVING GROUP HOLDINGS LIMITED



Consolidated Statement of Comprehensive Income

Year ended 31 December 2025

2025 2024
RMB’000 RMB’000
LOSS FOR THE YEAR (316,287) (558,659)
OTHER COMPREHENSIVE INCOME/(LOSS)
Other comprehensive income/(loss) that may be reclassified to
profit or loss in subsequent periods:
Exchange differences on translation of foreign operations 36,374 (31,704)
Net other comprehensive income/(loss) that may be reclassified to
profit or loss in subsequent periods 36,374 (31,704)
Other comprehensive (loss)/income that will not be reclassified to
profit or loss in subsequent periods:
Exchange differences on translation of the Company (57,513) 45,424
Net other comprehensive (loss)/income that will not be reclassified to
profit or loss in subsequent periods (57,513) 45,424
OTHER COMPREHENSIVE (LOSS)/INCOME FOR THE YEAR (21,139) 13,720
TOTAL COMPREHENSIVE LOSS FOR THE YEAR (337,426) (544,939)
Attributable to:
Owners of the parent (334,903) (558,562)
Non-controlling interests (2,523) 13,623
(337,426) (544,939)
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@ Consolidated Statement of Financial Position

= 31 December 2025

2025 2024
Notes RMB’000 RMB’000

NON-CURRENT ASSETS

Property, plant and equipment 13 27,122 60,099
Investment properties 14 3,265 3,936
Goodwill 16 630,120 713,896
Other intangible assets 17 317,867 383,358
Investment in joint ventures 18 29,530 11,420
Investment in associates 19 7,139 7,753
Deferred tax assets 20 239,774 313,883
Other non-current assets 2,842 3,498
Total non-current assets 1,257,659 1,497,843

CURRENT ASSETS

Trade receivables 21 2,742,282 2,783,640
Prepayments, other receivables and other assets 22 696,241 694,949
Restricted cash 23 60,561 62,478
Cash and cash equivalents 23 1,219,248 1,145,614
Total current assets 4,718,332 4,686,681

CURRENT LIABILITIES

Trade payables 24 684,734 609,032
Other payables and accruals 25 1,159,162 1,046,868
Contract liabilities 5 291,326 269,120
Lease liabilities 15 6,577 2,425
Interest-bearing bank and other borrowings 26 140,357 126,293
Tax payable 542,455 494,785
Total current liabilities 2,824,611 2,548,523
NET CURRENT ASSETS 1,893,721 2,138,158
TOTAL ASSETS LESS CURRENT LIABILITIES 3,151,380 3,636,001

NON-CURRENT LIABILITIES

Lease liabilities 15 6,027 3,495
Interest-bearing bank and other borrowings 26 273,975 397,832
Deferred tax liabilities 20 77,986 92,563
Total non-current liabilities 357,988 493,890
Net assets 2,793,392 3,142,111
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2024

2025
Notes RMB’000 RMB’000

EQUITY

Share capital 28 17,568 17,568
Reserves 30 2,487,134 2,820,848
Equity attributable to owners of the parent 2,504,702 2,838,416
Non-controlling interests 288,690 303,695
Total equity 2,793,392 3,142,111

KONG Jiannan CHEN Wende
Director Director
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Attributable to owners of the parent

Employee
share-based Statutory Non-
Share Share compensation surplus Exchange Retained controlling Total
capital premium  Capital reserve reserve funds reserve profits Total interests equity
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
Note 30(a, b) Note 30(c) Note 30(d)
At 1 January 2024 17,568 2,189,462 (8222) 7319 126,846 (20,013) 1,082,501 3,395,461 313,942 3,709,403
(Loss)/profit for the year = = = = = = (572,282) (572,282) 13,623 (558,659)
Other comprehensive income
for the year:
Exchange differences on
translation into
presentation currency - - - - - 13,720 e 13,720 - 13,720
Total comprehensive income/
(loss) for the year - — - - = 13,720 (572,282) (558,562) 13,623 (544,939)
Contribution from a
shareholder (note 30(b)) - - 1,189 - = - — 1,189 - 1,189
Share-based compensation
expenses - - - 328 - - - 328 e 328
Transfer to statutory
surplus funds = = = = 95,912 = (95,912) = = =
Dividends paid to
non-controlling
shareholders = = = = = = = = (27,870) (27,870)
Proceeds from capital injection
from a non-controlling
shareholder of a subsidiary = = = = = = = = 4,000 4,000
At 31 December 2024 17,568 2,189,462* (7,033)* 7,647* 222,758* (6,293)* 414,307* 2,838,416 303,695 3,142,111
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Consolidated Statement of Changes in Equity
Year ended 31 December 2025

Attributable to owners of the parent

Employee
share-based Statutory Non-

Share B Capital compensation surplus Exchange Retained controlling Total

capital premium reserve reserve funds reserve profits Total interests equity

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
Note 30(a, b) Note 30(c) Note 30(d)

At 1 January 2025 17,568 2,189,462 (7,033) 7,647 222,758 (6,293) 414,307 2,838,416 303,695 3,42,1m

Loss for the year = = = - - - (313,764) (313,764) (2,523) (316,287)
Other comprehensive loss
for the year:
Exchange differences on
translation into
presentation currency = = = = = (21,139) = (21,139) = (21,139)

Total comprehensive loss for

the year = = - - - (21,139) (313,764) (334,903) (2,523) (337,426)
Contribution from a

shareholder (note 30(b)) = = 1,189 = = = = 1,189 = 1,189
Transfer to statutory

surplus funds = = = = 14,631 = (14,631) = = =

Dividends paid to
non-controlling
shareholders = = = = = = = = (12,482) (12,482)

At 31 December 2025 17,568 2,189,462* (5,844)* 7,647+ 237,389* (27,432)* 85,912+ 2,504,702 288,690 2,793,392

These reserve accounts comprised the consolidated reserves of approximately RMB2,487,134,000 (2024: approximately
RMB2,820,848,000) in the consolidated statement of financial position.
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@ Consolidated Statement of Cash Flows

Year ended 31 December 2025

2025 2024
Notes RMB’000 RMB’000

CASH FLOWS FROM OPERATING ACTIVITIES

Loss before tax (149,274) (548,929)
Adjustments for:
Finance costs 7 19,195 33,036
Share of profit and loss of:
Joint ventures 18 1,890 (7,029)
Associates 19 614 (127)
Interest income 5 (2,345) (2,438)
Realised income from wealth management financial products 5 (283) (140)
Gains on disposal of items of property, plant
and equipment, net 5 (131) (2,056)
Depreciation of property, plant and equipment 6 23,099 28,382
Amortisation of other intangible assets 6 70,128 117,782
Impairment losses on property, plant and equipment 6 29,041 819
Impairment losses on financial assets, net 6 413,551 322,974
Impairment losses on goodwill 6 83,776 630,008
Impairment losses on other intangible assets 6 = 82,892
Share-based payment expense 1,189 1,189
Share-based compensation expense = 328
Fair value losses on investment properties 6 671 786
Loss on disposal of investment in a joint venture = 1,188
Provision for compensation on profit guarantee 5 = (96,479)
491,121 562,186
Increase in trade receivables (351,878) (617,693)
(Increase)/decrease in prepayments, other receivables and other
assets (23,552) 13,103
Decrease in other non-current assets 656 —
Decrease/(increase) in restricted cash 1,917 (56,155)
Increase in trade payables 75,702 74,268
Increase in other payables and accruals 90,773 47,954
Increase in contract liabilities 22,206 10,311
Cash generated from operations 306,945 33,974
Interest received 2,345 2,438
Interest paid (507) (253)
Income tax paid (59,811) (66,761)
Net cash flows from/(used in) operating activities 248,972 (30,602)
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Consolidated Statement of Cash Flows
Year ended 31 December 2025

2025 2024
Notes RMB’000 RMB’'000
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of items of property, plant and equipment (5,893) (13,687)
Purchase of other intangible assets 17 (4,637) (13,763)
Proceeds from disposal of items of property, plant and equipment
and other intangible assets 4,050 7,638
Advanced to a joint venture (20,000) =
Purchase of wealth management financial products (57,000) (55,000)
Disposal of wealth management financial products 57,000 55,000
Realised income received from wealth management financial
products 5 283 140
Cash advances made to related parties (15,960) (45,005)
Repayment from related parties 16,240 45,261
Dividend received from an associate 5 1,665 1,661
Proceeds from disposal of a joint venture - 764
Net cash flows used in investing activities (24,252) (16,991)
CASH FLOWS FROM FINANCING ACTIVITIES
Drawdown of bank loans and other borrowings 16,000 40,500
Repayment of bank loans and other borrowings (125,793) (153,384)
Principal portion of lease payments (10,117) (3,006)
Proceeds from capital injection from non-controlling shareholders — 4,000
Dividends paid to non-controlling shareholders (12,482) (27,870)
Dividends paid — (77,143)
Interest paid (18,688) (32,783)
Net cash flows used in financing activities (151,080) (249,686)
NET INCREASE/(DECREASE) IN CASH AND
CASH EQUIVALENTS 73,640 (297,279)
Cash and cash equivalents at beginning of the year 1,145,614 1,442,889
Effect of foreign exchange rate changes, net (6) 4
CASH AND CASH EQUIVALENTS AT END OF YEAR 1,219,248 1,145,614
ANALYSIS OF CASH AND CASH EQUIVALENTS
Cash and bank balances 1,219,248 1,145,614
Cash and cash equivalents as stated in the statement of financial
position and statement of cash flows 1,219,248 1,145,614
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Notes to Financial Statements

31 December 2025

1. Corporate and Group Information

General information

KWG Living Group Holdings Limited (the “Company”) is a limited liability company incorporated in the
Cayman Islands on 11 September 2019. The registered office of the Company is located at Cricket Square,
Hutchins Drive, P.O. Box 2681, Grand Cayman KY1-1111, Cayman Islands.

The Company is an investment holding company. During the year ended 31 December 2025, the Company
and its subsidiaries (collectively the “Group”) were involved in the provision of residential property
management services and non-residential property management and commercial operational services in the
People’s Republic of China (the “PRC").

In the opinion of the directors, the immediate and ultimate holding company of the Company was Plus Earn
Consultants Limited (“Plus Earn”), which was incorporated in the British Virgin Islands (“BVI").

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

Place of Nominal value of
incorporation/ issued ordinary/ Percentage of equity
registration and registered share attributable to the
Name business capital Company Principal activities
Direct Indirect
Robust Profit Enterprises Limited BVI US$50,000 100 - Investment holding
Forever Fame Enterprises Limited BVI US$50,000 — 100 Investment holding
Ever Thriving Developments Limited BVI Us$1 — 100 Investment holding
Gorgeous Chance Development Limited Hong Kong HK$1 — 100 Investment holding
KWG Living Group (Hong Kong) Co., Ltd. Hong Kong HK$1 — 100 Investment holding
Guangzhou Ningjun Property Management Co., Ltd. PRC/Chinese Mainland ~ RMB70,000,000 — 100 Property management
("Ningjun Property")"*
Guangdong Hejing Youhuo Holdings Group Co., Ltd. PRC/Chinese Mainland ~ RMB2,250,000,000 = 100 Business services
(“Guangdong Hejing Youhuo")"
Guangzhou Guanli Property Agency Co., Ltd.** PRC/Chinese Mainland ~ RMB1,000,000 — 100 Real estate intermediary
business
Meishan Jiangtianyue Property Management Co., Ltd.** PRC/Chinese Mainland ~ RMBS5,000,000 = 100 Property management
Guangdong Gangyu Enterprise Management Co., Ltd. PRC/Chinese Mainland ~ RMB5,000,000 = 100 Business services
("Gangyu Enterprise”)**
Guangzhou Yijia Chuangsheng Property Management Co., PRC/Chinese Mainland ~ RMB20,000,000 = 100 Property management
Ltd.#
Guangzhou Huanyu Property Management Co., Ltd.** PRC/Chinese Mainland ~ RMB2,000,000 b 60 Property management
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Information about subsidiaries (continued)

Name

Place of
incorporation/
registration and
business

1. Corporate and Group Information (continued)

Nominal value of
issued ordinary/
registered share
capital

Percentage of equity
attributable to the
Company
Direct

Principal activities
Indirect

Foshan Xingyu Property Management Co., Ltd.** PRC/Chinese Mainland RMB500,000 — 60 Property management
Guangzhou Runtong Property Management Co., Ltd. PRC/Chinese Mainland RMB11,180,000 . 80 Property management
("Guangzhou Runtong”)**
Shanghai Shengin Property Management Service Co., Ltd. ~ PRC/Chinese Mainland RMB40,000,000 — 80 Property management
("Shanghai Shenqin")**

Junchang Property Management Co., Ltd.** PRC/Chinese Mainland RMB50,000,000 — 100 Property management

Jiangsu Nuoshang Property Agency Co., Ltd.** PRC/Chinese Mainland RMB10,000,000 — 100 Real estate consultant

Suzhou Junlin Commercial Management Co., Ltd.** PRC/Chinese Mainland RMB3,000,000 = 100 Business services

Guangzhou Juhui Commercial Management Co., Ltd.** PRC/Chinese Mainland RMB1,000,000 = 100 Business services

Guangdong Xuanyu Real Estate Agent Co., Ltd.* PRC/Chinese Mainland ~ RMB10,000,000 i 100 Real estate intermediary
business

Guangzhou Jiayu Real Estate Agent Co., Ltd.* PRC/Chinese Mainland RMB500,000 — 100 Real estate intermediary
business

Chengdu Jingteng Real Estate Agent Co., Ltd.*" PRC/Chinese Mainland ~ RMB500,000 — 100 Real estate intermediary
business

Jiangxi Yinwan Property Management Co., Ltd* PRC/Chinese Mainland ~ RMB26,000,000 — 73.6 Property management

Guangxi Yinwan Property Management Co., Ltd* PRC/Chinese Mainland ~ RMB16,000,000 . 73.6 Property management

Guizhou Yinwan Property Management Co., Ltd* PRC/Chinese Mainland ~ RMB5,000,000 N 73.6 Property management

Ningbo Meiwuyi Property Management Co., Ltd* PRC/Chinese Mainland ~ RMB11,000,000 — 72 Property management

Guangzhou Qingde Security Service Co., Ltd** PRC/Chinese Mainland ~ RMB20,000,000 - 80 Property management

Guangzhou Youxiangjia Intelligent Engineering Co., Ltd*  PRC/Chinese Mainland ~ RMB8,000,000 = 100 Intelligent engineering
services

Guangzhou Hengsheng Intelligent Engineering Co., Ltd*  PRC/Chinese Mainland ~ RMB1,000,000 = 100 Intelligent engineering

services
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1. Corporate and Group Information (continued)

Information about subsidiaries (continued)

Place of
incorporation/
registration and

Nominal value of
issued ordinary/
registered share

Percentage of equity
attributable to the

Name business capital Company Principal activities
Direct Indirect
Guangxi Yaotai Advertising Planning Co., Ltd.** PRC/Chinese Mainland RMB10,000,000 — 100 Advertising planning
Guangdong Telijie Environment Engineering Co., Ltd. PRC/Chinese Mainland RMB30,010,000 — 55 Urban and rural
("Guangdong Telijie")"* environmental
sanitation service
Living Technology Co., Ltd. (“Living Technology”)** PRC/Chinese Mainland RMB787,500,000 = 80 Investment holding
Shanghai Culture Yinwan Property Management Co., Ltd** PRC/Chinese Mainland RMB200,000,000 — 73.6 Property management
Guangzhou Qingde Property Management Co., Ltd.** PRC/Chinese Mainland RMB60,000,000 — 80 Property management
Guangzhou Junhua Property Service Co., Ltd.** PRC/Chinese Mainland RMBS5,000,000 — 80 Property management
Hunan Huating Property Management Co., Ltd.** PRC/Chinese Mainland RMB20,000,000 — 64 Property management
Hunan Jiayuan Property Management Co., Ltd.** PRC/Chinese Mainland RMB10,010,000 — 80 Property management
Zhoushan Putuo Zhongan Property Management PRC/Chinese Mainland ~ RMB3,000,000 = 72 Property management
Co., Ltd.**
Guangdong Hongshun Property Service Co., Ltd.** PRC/Chinese Mainland RMB51,800,000 = 64 Property management
Nanjing Yonghe Property Management Co., Ltd.** PRC/Chinese Mainland ~ RMB5,000,000 a 79.7 Property management
& The English names of all group companies registered in the PRC represent the best efforts made by the directors of the

Company to translate the Chinese names of these companies as they do not have official English names.

A

This entity is registered as a wholly-foreign-owned enterprise under PRC law.

& These entities are registered as domestic enterprises under PRC law.

The above table lists the subsidiaries of the Company which, in the opinion of the directors, principally
affected the results for the year ended 31 December 2025 or formed a substantial portion of the net assets
of the Group. To give details of other subsidiaries would, in the opinion of the directors, result in particular

of excessive length.
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2.1 Basis of Preparation

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

Basis of consolidation

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

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

(@) the contractual arrangement with the other vote holders of the investee;
(b)  rights arising from other contractual arrangements; and
(c)  the Group's voting rights and potential voting rights.

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

Profit or loss and each component of other comprehensive income are attributed to the owners of the
parent of the Group and to the non-controlling interests, even if this results in the non-controlling interests
having a deficit balance. All intra-group assets and liabilities, equity, income, expenses and cash flows
relating to transactions between members of the Group are eliminated in full on consolidation.

The Group reassesses whether or not it controls an investee if facts and circumstances indicate that there
are changes to one or more of the three elements of control described above. A change in the ownership
interest of a subsidiary, without a loss of control, is accounted for as an equity transaction.

If the Group loses control over a subsidiary, it derecognises the related assets (including goodwill), liabilities,
any non-controlling interest and the exchange reserve; and recognises the fair value of any investment
retained and any resulting surplus or deficit in profit or loss. The Group’s share of components previously
recognised in other comprehensive income is reclassified to profit or loss or retained profits, as appropriate,
on the same basis as would be required if the Group had directly disposed of the related assets or liabilities.
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2.2

2.3

Changes in Accounting Policies and Disclosures

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

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

In addition, the HKICPA has issued amendments to Illustrative Examples on HKFRS 7, HKFRS 18, HKAS 1,
HKAS 8, HKAS 36 and HKAS 37 Disclosures about Uncertainties in the Financial Statements, which added
illustrative examples in the corresponding HKFRS Accounting Standards. These examples reflect existing
requirements in the corresponding HKFRS Accounting Standards to report the effects of uncertainties in the
financial statements using climate-related examples. Therefore, the amendments do not have an effective
date or transitional provisions. The Group has considered the guidance in these illustrative examples which
has had no significant impact on the Group’s financial statements.

Issued but not yet Effective HKFRS Accounting Standards

The Group has not applied the following new and amended HKFRS Accounting Standards, that have been
issued but are not yet effective, in these financial statements.

HKFRS 18 Presentation and Disclosure in Financial Statements?

HKFRS 19 and its amendments Subsidiaries without Public Accountability: Disclosures?

Amendments to HKFRS 9 and Amendments to the Classification and Measurement of Financial
HKFRS 7 Instruments’

Amendments to HKFRS 9 and Contracts Referencing Nature-dependent Electricity’
HKFRS 7

Amendments to HKFRS 10 and Sale or Contribution of Assets between an Investor and its Associate or
HKAS 28 Joint Venture’

Amendments to HKAS 21 Translation to a Hyperinflationary Presentation Currency?

Annual Improvements to HKFRS Amendments to HKFRS 1, HKFRS 7, HKFRS 9, HKFRS 10 and HKAS 7'
Accounting Standards
— Volume 11

! Effective for annual periods beginning on or after 1 January 2026
2 Effective for annual/reporting periods beginning on or after 1 January 2027

g No mandatory effective date yet determined but available for adoption

Further information about those HKFRS Accounting Standards that are expected to be applicable to the
Group is described below.
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2.3 Issued but not yet Effective HKFRS Accounting Standards (continuea)

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

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

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

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

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

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

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

o HKFRS 7 Financial Instruments: Disclosures: The amendments have updated certain wording in
paragraph B38 of HKFRS 7 and paragraphs IG1, 1G14 and IG20B of the Guidance on implementing
HKFRS 7 for the purpose of simplification or achieving consistency with other paragraphs in the
standard and/or with the concepts and terminology used in other standards. In addition, the
amendments clarify that the Guidance on implementing HKFRS 7 does not necessarily illustrate all the
requirements in the referenced paragraphs of HKFRS 7 nor does it create additional requirements.
Earlier application is permitted. The amendments are not expected to have any significant impact on
the Group’s financial statements.
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2.3 Issued but not yet Effective HKFRS Accounting Standards (continuea)

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

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

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

2.4 Material Accounting Policies

Investments in associates and joint ventures

An associate is an entity in which the Group has a long term interest of generally not less than 20% of the
equity voting rights and over which it has significant influence. Significant influence is the power to
participate in the financial and operating policy decisions of the investee, but is not control or joint control
over those policies.

A joint venture is a type of joint arrangement whereby the parties that have joint control of the arrangement
have rights to the net assets of the joint venture. Joint control is the contractually agreed sharing of control
of an arrangement, which exists only when decisions about the relevant activities require the unanimous
consent of the parties sharing control.

The Group’s investments in associates and joint ventures are stated in the consolidated statement of financial
position at the Group’s share of net assets under the equity method of accounting, less any impairment
losses. Adjustments are made to bring into line any dissimilar accounting policies that may exist. The Group'’s
share of the post-acquisition results and other comprehensive income of associates and joint ventures is
included in the consolidated statement of profit or loss and consolidated other comprehensive income,
respectively. In addition, when there has been a change recognised directly in the equity of the associate or
joint venture, the Group recognises its share of any changes, when applicable, in the consolidated statement
of changes in equity. Unrealised gains and losses resulting from transactions between the Group and its
associates or joint ventures are eliminated to the extent of the Group’s investments in the associates, except
where unrealised losses provide evidence of an impairment of the assets transferred. Goodwill arising from
the acquisition of associates or joint ventures is included as part of the Group’s investments in associates or
joint ventures.
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2.4 Material Accounting Policies (continued)

Business combinations other than those under common control and goodwill
Business combinations are accounted for using the acquisition method. The consideration transferred is
measured at the acquisition date fair value which is the sum of the acquisition date fair values of assets
transferred by the Group, liabilities assumed 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. For each business combination,
the Group elects whether to measure the non-controlling interests in the acquiree at fair value or at the
proportionate share of the acquiree’'s identifiable net assets. All other components of non-controlling
interests are measured at fair value. Acquisition-related costs are expensed as incurred.

The Group determines that it has acquired a business when the acquired set of activities and assets includes
an input and a substantive process that together significantly contribute to the ability to create outputs.

When the Group acquires a business, it assesses the financial assets and liabilities assumed for appropriate
classification and designation in accordance with the contractual terms, economic circumstances and
pertinent conditions as at the acquisition date. This includes the separation of embedded derivatives in host
contracts of the acquiree.

If the business combination is achieved in stages, the previously held equity interest is remeasured at its
acquisition date fair value and any resulting gain or loss is recognised in profit or loss.

Any contingent consideration to be transferred by the acquirer is recognised at fair value at the acquisition
date. Contingent consideration classified as an asset or liability is measured at fair value with changes in fair
value recognised in profit or loss. Contingent consideration that is classified as equity is not remeasured and
subsequent settlement is accounted for within equity.

Goodwill is initially measured at cost, being the excess of the aggregate of the consideration transferred, the
amount recognised for non-controlling interests and any fair value of the Group’s previously held equity
interests in the acquiree over the identifiable assets acquired and liabilities assumed. If the sum of this
consideration and other items is lower than the fair value of the net assets acquired, the difference is, after
reassessment, recognised in profit or loss as a gain on bargain purchase.

After initial recognition, goodwill is measured at cost less any accumulated impairment losses. Goodwill is
tested for impairment annually or more frequently if events or changes in circumstances indicate that the
carrying value may be impaired. The Group performs its annual impairment test of goodwill as at 31
December. For the purpose of impairment testing, goodwill acquired in a business combination is, from the
acquisition date, allocated to each of the Group’s cash-generating units, or groups of cash-generating units,
that are expected to benefit from the synergies of the combination, irrespective of whether other assets or
liabilities of the Group are assigned to those units or groups of units.
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2.4 Material Accounting Policies (continued)

Business combinations other than those under common control and goodwill
(Continued)

Impairment is determined by assessing the recoverable amount of the cash-generating unit (group of
cash-generating units) to which the goodwill relates. Where the recoverable amount of the cash-generating
unit (group of cash-generating units) is less than the carrying amount, an impairment loss is recognised. An
impairment loss recognised for goodwill is not reversed in a subsequent period.

Where goodwill has been allocated to a cash-generating unit (or group of cash-generating units) and part of
the operation within that unit is disposed of, the goodwill associated with the operation disposed of is
included in the carrying amount of the operation when determining the gain or loss on the disposal.
Goodwill disposed of in these circumstances is measured based on the relative value of the operation
disposed of and the portion of the cash-generating unit retained.

Fair value measurement

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

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

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

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

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

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

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

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

Impairment of non-financial assets

Where an indication of impairment exists, or when annual impairment testing for an asset is required (other
than deferred tax assets and investment properties), the asset’s recoverable amount is estimated. An asset’s
recoverable amount is the higher of the asset’s or cash-generating unit’s value in use and its fair value less
costs of disposal, and is determined for an individual asset, unless the asset does not generate cash inflows
that are largely independent of those from other assets or groups of assets, in which case the recoverable
amount is determined for the cash-generating unit to which the asset belongs. In testing a cash-generating
unit for impairment, a portion of the carrying amount of a corporate asset (e.g., a headquarters building) is
allocated to an individual cash-generating unit if it can be allocated on a reasonable and consistent basis or,
otherwise, to the smallest group of cash-generating units.

An impairment loss is recognised only if the carrying amount of an asset exceeds its recoverable amount. In
assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax
discount rate that reflects current market assessments of the time value of money and the risks specific to
the asset. An impairment loss is charged to the statement of profit or loss in the period in which it arises in
those expense categories consistent with the function of the impaired asset.

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

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

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

or
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2.4 Material Accounting Policies (continued)

Related parties (continued)
(b)  the party is an entity where any of the following conditions applies:

(i)

(ii)

(iii)

(iv)

the entity and the Group are members of the same group;

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

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

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

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

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

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

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

Property, plant and equipment and depreciation

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

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

Property, plant and equipment and depreciation (continued)

Depreciation is calculated on the straight-line basis to write off the cost of each item of property, plant and
equipment to its residual value over its estimated useful life. The principal annual rates used for this purpose
are as follows:

Buildings (excluding the right-of-use assets) 5% to 33%
Plant and machinery 9% to 33%
Furniture and fixtures 18% to 33%
Motor vehicles (excluding the right-of-use assets) 9% to 50%

Where parts of an item of property, plant and equipment have different useful lives, the cost of that item is
allocated on a reasonable basis among the parts and each part is depreciated separately. Residual values,
useful lives and the depreciation method are reviewed, and adjusted if appropriate, at least at each financial
year end.

An item of property, plant and equipment including any significant part initially recognised is derecognised
upon disposal or when no future economic benefits are expected from its use or disposal. Any gain or loss
on disposal or retirement recognised in the statement of profit or loss in the year the asset is derecognised
is the difference between the net sales proceeds and the carrying amount of the relevant asset.

Investment properties

Investment properties are interests in land and buildings (including the leasehold property held as a right-of-
use asset which would otherwise meet the definition of an investment property) held to earn rental income
and/or for capital appreciation, rather than for use in the production or supply of goods or services or for
administrative purposes; or for sale in the ordinary course of business. Such properties are measured initially
at cost, including transaction costs. Subsequent to initial recognition, investment properties are stated at fair
value, which reflects market conditions at the end of each reporting period.

Gains or losses arising from changes in the fair values of investment properties are included in the statement
of profit or loss in the year in which they arise.

Any gains or losses on the retirement or disposal of an investment property are recognised in the statement
of profit or loss in the year of the retirement or disposal.

If a property occupied by the Group as an owner-occupied property becomes an investment property, the
Group accounts for such property in accordance with the policy stated under “Property, plant and equipment
and depreciation” up to the date of change in use, and any difference at that date between the carrying
amount and the fair value of the property is accounted for as an asset revaluation reserve. For a transfer
from properties under development or completed properties held for sale to investment properties, any
difference between the fair value of the property at that date and its previous carrying amount is recognised
in the statement of profit or loss.
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2.4 Material Accounting Policies (continued)

Intangible assets (other than goodwill)

Intangible assets acquired separately are measured on initial recognition at cost. The cost of intangible assets
acquired in a business combination is the fair value at the date of acquisition. The useful lives of intangible
assets are assessed to be either finite or indefinite. Intangible assets with finite lives are subsequently
amortised over the useful economic life and assessed for impairment whenever there is an indication that
the intangible asset may be impaired. The amortisation period and the amortisation method for an intangible
asset with a finite useful life are reviewed at least at each financial year end.

Software
Software is stated at cost less any impairment losses and is amortised on the straight-line basis over its
estimated useful lives of 1 to 10 years.

Property management contracts acquired in business combinations
Property management contracts acquired in business combinations are recognised at fair value at the
acquisition date and are amortised on the straight-line basis over their estimated useful lives of 2 to 4 years.

Customer relationships acquired in business combinations

Customer relationships acquired in business combinations are recognised at fair value at the acquisition date
and are amortised on the straight-line basis over their estimated useful lives of 10 years. The Group
estimates the useful life of the customer relationships and determines the amortisation periods with reference
to its industry experience and taking into account the customer turnover history and expectation of the
renewal pattern of property management contracts.

Non-compete agreements acquired in business combinations
Non-compete agreements acquired in business combinations are recognised at fair value at the acquisition
date and are amortised on the straight-line basis over their estimated useful lives of 9 months to 7 years.

Leases

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

Leases (continued)

Group as a lessee

The Group applies a single recognition and measurement approach for all leases, except for short-term leases
and leases of low-value assets. The Group recognises lease liabilities to make lease payments and right-of-use
assets representing the right to use the underlying assets. At inception or on reassessment of a contract that
contains a lease component and non-lease component(s), the Group adopts the practical expedient not to
separate non-lease component(s) and to account for the lease component and the associated non-lease
component(s) (e.g., property management services for leases of properties) as a single lease component.

(a)

(b)

Right-of-use assets

Right-of-use assets are recognised at the commencement date of the lease (that is the date the
underlying asset is available for use). Right-of-use assets (relate to the buildings and motor vehicles) are
measured at cost, less any accumulated depreciation and any impairment losses, and adjusted for any
remeasurement of lease liabilities. The cost of right-of-use assets includes the amount of lease liabilities
recognised, initial direct costs incurred, and lease payments made at or before the commencement date
less any lease incentives received. Where applicable, the cost of a right-of-use asset also includes an
estimate of costs to dismantle and remove the underlying asset or to restore the underlying asset or
the site on which it is located. Right-of-use assets are depreciated on a straight-line basis over the
shorter of the lease terms and the estimated useful lives of the assets as follows:

Buildings 1 to 20 years

If ownership of the leased asset transfers to the Group by the end of the lease term or the cost
reflects the exercise of a purchase option, depreciation is calculated using the estimated useful life of
the asset.

Lease liabilities

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

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

Leases (continued)
Group as a lessee (continued)

(c) Short-term leases and leases of low-value assets
The Group applies the short-term lease recognition exemption to its short-term leases of buildings (that
is those leases that have a lease term of 12 months or less from the commencement date and do not
contain a purchase option). When the Group enters into a lease in respect of a low-value asset, the
Group decides whether to capitalise the lease on a lease-by-lease basis. Lease payments on short-term
leases and leases of low-value assets are recognised as an expense on a straight-line basis over the
lease term.

Investments and other financial assets

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

The classification of financial assets at initial recognition depends on the financial asset’s contractual cash
flow characteristics and the Group’s business model for managing them. With the exception of trade
receivables that do not contain a significant financing component or for which the Group has applied the
practical expedient of not adjusting the effect of a significant financing component, the Group initially
measures a financial asset at its fair value plus in the case of a financial asset not at fair value through
profit or loss, transaction costs. Trade receivables that do not contain a significant financing component or
for which the Group has applied the practical expedient are measured at the transaction price determined
under HKFRS 15 in accordance with the policies set out for “Revenue recognition” below.

In order for a financial asset to be classified and measured at amortised cost or fair value through other
comprehensive income, it needs to give rise to cash flows that are solely payments of principal and interest
("SPPI”) on the principal amount outstanding. Financial assets with cash flows that are not SPPI are
classified and measured at fair value through profit or loss, irrespective of the business model.

The Group’s business model for managing financial assets refers to how it manages its financial assets in
order to generate cash flows. The business model determines whether cash flows will result from collecting
contractual cash flows, selling the financial assets, or both. Financial assets classified and measured at
amortised cost are held within a business model with the objective to hold financial assets in order to collect
contractual cash flows, while financial assets classified and measured at fair value through other
comprehensive income are held within a business model with the objective of both holding to collect
contractual cash flows and selling. Financial assets which are not held within the aforementioned business
models are classified and measured at fair value through profit or loss.

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

regulation or convention in the marketplace are recognised on the trade date, that is, the date that the
Group commits to purchase or sell the asset.
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2.4 Material Accounting Policies (continued)

Investments and other financial assets (continued)

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

Financial assets at amortised cost (debt instruments)

Financial assets at amortised cost are subsequently measured using the effective interest method and are
subject to impairment. Gains and losses are recognised in the statement of profit or loss when the asset is
derecognised, modified or impaired.

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

Derecognition of financial assets

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial
assets) is primarily derecognised (i.e., removed from the Group’s consolidated statement of financial position)
when:

o the rights to receive cash flows from the asset have expired; or

o the Group has transferred its rights to receive cash flows from the asset or has assumed an obligation
to pay the received cash flows in full without material delay to a third party under a “pass-through”
arrangement; and either (a) the Group has transferred substantially all the risks and rewards of the
asset, or (b) the Group has neither transferred nor retained substantially all the risks and rewards of
the asset, but has transferred control of the asset.

When the Group has transferred its rights to receive cash flows from an asset or has entered into a pass-
through arrangement, it evaluates if, and to what extent, it has retained the risk and rewards of ownership
of the asset. When it has neither transferred nor retained substantially all the risks and rewards of the asset
nor transferred control of the asset, the Group continues to recognise the transferred asset to the extent of
the Group’s continuing involvement. In that case, the Group also recognises an associated liability. The
transferred asset and the associated liability are measured on a basis that reflects the rights and obligations
that the Group has retained.

Continuing involvement that takes the form of a guarantee over the transferred asset is measured at the
lower of the original carrying amount of the asset and the maximum amount of consideration that the
Group could be required to repay.
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2.4 Material Accounting Policies (continued)

Impairment of financial assets

The Group recognises an allowance for expected credit losses (“ECLs") for all debt instruments not held at
fair value through profit or loss. ECLs are based on the difference between the contractual cash flows due in
accordance with the contract and all the cash flows that the Group expects to receive, discounted at an
approximation of the original effective interest rate. The expected cash flows will include cash flows from
the sale of collateral held or other credit enhancements that are integral to the contractual terms.

General approach

ECLs are recognised in two stages. For credit exposures for which there has not been a significant increase
in credit risk since initial recognition, ECLs are provided for credit losses that result from default events that
are possible within the next 12 months (a 12-month ECL). For those credit exposures for which there has
been a significant increase in credit risk since initial recognition, a loss allowance is required for credit losses
expected over the remaining life of the exposure, irrespective of the timing of the default (a lifetime ECL).

At each reporting date, the Group assesses whether the credit risk on a financial instrument has increased
significantly since initial recognition. When making the assessment, the Group compares the risk of a default
occurring on the financial instrument as at the reporting date with the risk of a default occurring on the
financial instrument as at the date of initial recognition and considers reasonable and supportable
information that is available without undue cost or effort, including historical and forward-looking
information. The Group considers that there has been a significant increase in credit risk when contractual
payments are more than 30 days past due.

The Group considers a financial asset to be in default when internal or external information indicates that
the Group is unlikely to receive the outstanding contractual amounts in full before taking into account any
credit enhancements held by the Group. A financial asset is written off when there is no reasonable
expectation of recovering the contractual cash flows.

Financial assets at amortised cost are subject to impairment under the general approach and they are
classified within the following stages for measurement of ECLs except for trade receivables which apply the
simplified approach as detailed below.

Stage 1 —  Financial instruments for which credit risk has not increased significantly since initial
recognition and for which the loss allowance is measured at an amount equal to 12-month
ECLs

Stage 2 —  Financial instruments for which credit risk has increased significantly since initial recognition

but that are not credit-impaired financial assets and for which the loss allowance is
measured at an amount equal to lifetime ECLs

Stage 3 —  Financial assets that are credit-impaired at the reporting date (but that are not purchased
or originated credit-impaired) and for which the loss allowance is measured at an amount
equal to lifetime ECLs

Simplified approach

For trade receivables that do not contain a significant financing component or when the Group applies the
practical expedient of not adjusting the effect of a significant financing component, the Group applies the
simplified approach in calculating ECLs. Under the simplified approach, the Group does not track changes in
credit risk, but instead recognises a loss allowance based on lifetime ECLs at each reporting date. The Group
has established a provision matrix that is based on its historical credit loss experience, adjusted for forward-
looking factors specific to the debtors and the economic environment.
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2.4 Material Accounting Policies (continued)

Financial liabilities

Initial recognition and measurement
Financial liabilities are classified, at initial recognition, as financial liabilities at fair value through profit or
loss, loans and borrowings, payables, as appropriate.

All financial liabilities are recognised initially at fair value and, in the case of loans and borrowings, and
payables, net of directly attributable transaction costs.

The Group’s financial liabilities include trade and other payables, interest-bearing bank and other borrowings
and lease liabilities.

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

Financial liabilities at fair value through profit or loss
Financial liabilities at fair value through profit or loss include financial liabilities held for trading and financial
liabilities designated upon initial recognition as at fair value through profit or loss.

Financial liabilities designated upon initial recognition as at fair value through profit or loss are designated at
the initial date of recognition, and only if the criteria in HKFRS 9 are satisfied. Gains or losses on liabilities
designated at fair value through profit or loss are recognised in the statement of profit or loss, except for
the gains or losses arising from the Group’'s own credit risk which are presented in other comprehensive
income with no subsequent reclassification to the statement of profit or loss. The net fair value gain or loss
recognised in the statement of profit or loss does not include any interest charged on these financial
liabilities.

Financial liabilities at amortised cost

After initial recognition, trade payables, other payables and accruals, and interest-bearing bank and other
borrowings are subsequently measured at amortised cost, using the effective interest rate method unless the
effect of discounting would be immaterial, in which case they are stated at cost. Gains and losses are
recognised in the statement of profit or loss when the liabilities are derecognised as well as through the
effective interest rate amortisation process.

Amortised cost is calculated by taking into account any discount or premium on acquisition and fees or costs
that are an integral part of the effective interest rate. The effective interest rate amortisation is included in
finance costs in the statement of profit or loss.

Financial guarantee contracts

Financial guarantee contracts issued by the Group are those contracts that require a payment to be made to
reimburse the holder for a loss it incurs because the specified debtor fails to make a payment when due in
accordance with the terms of a debt instrument. A financial guarantee contract is recognised initially as a
liability at its fair value, adjusted for transaction costs that are directly attributable to the issuance of the
guarantee. Subsequent to initial recognition, the Group measures the financial guarantee contracts at the
higher of: (i) the ECL allowance determined in accordance with the policy as set out in “Impairment of
financial assets”; and (ii) the amount initially recognised less, when appropriate, the cumulative amount of
income recognised.
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Derecognition of financial liabilities
A financial liability is derecognised when the obligation under the liability is discharged or cancelled, or
expires.

When an existing financial liability is replaced by another from the same lender on substantially different
terms, or the terms of an existing liability are substantially modified, such an exchange or modification is
treated as a derecognition of the original liability and a recognition of a new liability, and the difference
between the respective carrying amounts is recognised in the statement of profit or loss.

Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount is reported in the statement of financial
position if there is a currently enforceable legal right to offset the recognised amounts and there is an
intention to settle on a net basis, or to realise the assets and settle the liabilities simultaneously.

Cash and cash equivalents

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

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

Provisions

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

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

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

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

Deferred tax is provided, using the liability method, on all temporary differences at the end of the reporting

period between the tax bases of assets and liabilities and their carrying amounts for financial reporting
purposes.
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Income tax (continued)
Deferred tax liabilities are recognised for all taxable temporary differences, except:

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

o in respect of taxable temporary differences associated with investments in subsidiaries, associates and
joint ventures, when the timing of the reversal of the temporary differences can be controlled and it is
probable that the temporary differences will not reverse in the foreseeable future.

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

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

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

The carrying amount of deferred tax assets is reviewed at the end of each reporting period and reduced to
the extent that it is no longer probable that sufficient taxable profit will be available to allow all or part of
the deferred tax asset to be utilised. Unrecognised deferred tax assets are reassessed at the end of each
reporting period and are recognised to the extent that it has become probable that sufficient taxable profit
will be available to allow all or part of the deferred tax asset to be recovered.

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

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

Government grants

Government grants are recognised at their fair value where there is reasonable assurance that the grant will
be received and all attaching conditions will be complied with. When the grant relates to an expense item, it
is recognised as income on a systematic basis over the periods that the costs, for which it is intended to
compensate, are expensed.
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Revenue recognition

Revenue from contracts with customers

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

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

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

(a) Residential property management services
The Group provides residential property management services, pre-sale management services and
community value-added services related to the residential properties to property developers, property
owners, property owners’ associations or residents.

(i)  For residential property management services, the Group bills a fixed amount for services provided
on a monthly or quarterly basis and recognises as revenue in the amount to which the Group
has a right to invoice and that corresponds directly with the value of performance completed.

(i)  Pre-sale management services mainly include cleaning, security and maintenance services for pre-
sale display units and sales offices to property developers at the pre-delivery stage. The Group
agrees the price for each service with the property developers upfront, issues the monthly bill to
the property developers which varies based on the actual level of service completed in that
month, and recognises revenue in the amount to which the Group has a right to invoice and
that corresponds directly with the value of performance completed.

(iii)  For community value-added services, such as resident services and property agency services to
property developers, revenue is recognised when the related value-added services are rendered.
Payment of the transaction is due immediately when the value-added services are rendered to the
customer.
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Revenue recognition (continued)
Revenue from contracts with customers (continued)

(b) Non-residential property management and commercial operational services
The Group provides commercial property management services, pre-sale management services,
commercial operational services and other value-added services related to the commercial properties,
including office buildings and shopping malls, to property developers, owners of the commercial
properties or tenants.

(i)  The Group enters into commercial property management service contracts with property owners
or tenants, pursuant to which the Group provides commercial property management services
including file management, cleaning, security and maintenance services.

For the provision of commercial property management services to property owners or tenants at
the operation stage of the commercial properties, the Group recognises the fee received or
receivable as its revenue over time in the period in which the customer simultaneously receives
and consumes the benefits provided by the services performed by the Group and all the related
management costs as its cost of services.

(i)  The Group enters into pre-sale management services with property developers or owners of the
commercial properties, pursuant to which the Group provides cleaning, security and maintenance
services for pre-sale display units and sales offices at the pre-delivery stage. The Group agrees the
price for each service with the customers upfront and issues the monthly bill to the customers
which varies based on the actual level of service completed in that month.

(iii)  The Group enters into commercial operational service contracts with property developers or
owners of office buildings and shopping malls, pursuant to which the Group provides the
following services:

—  preliminary planning and consultancy services, tenant sourcing services, and marketing and
promotion services to property owners during the preparation stage; and

— commercial operational services during the operation stage, including tenant management
services.

Revenue in respect of the provision of preliminary planning and consultancy services, tenant
sourcing services, and marketing and promotion services was recognised over the period of the
contract by reference to the progress towards complete satisfaction of the performance
obligation.

For commercial operational services during the operational stage, the Group bills a service fee

based on a net basis with respect to shopping malls or a profit mark-up on top of cost with
respect to office buildings.
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Revenue recognition (continued)
Revenue from contracts with customers (continued)

(b) Non-residential property management and commercial operational services (continued)
(iv) The Group provides other value-added services including mainly car parks, advertising spaces and
common area management services.

When the Group leases car parks from property developers and operates the leased car parks,
revenue is recognised when the related service is rendered. The Group bills a fixed amount for
services provided on a monthly basis and recognises as revenue in the amount to which the
Group has a right to invoice and that corresponds directly with the value of performance
completed.

For property management service income from properties managed under a lump sum basis,
where the Group acts as a principal and is primarily responsible for providing the property
management services to the property owners, the Group recognises the fee received or receivable
from property owners as its revenue and all related property management costs as its cost of
services. For property management service income from properties managed under a commission
basis, the Group recognises the revenue, which is calculated by a certain percentage of the total
property management fee received or receivable from the property units on behalf of the
property owners, for arranging and monitoring the services as provided by other suppliers to the
property owners.

Other income

Interest income is recognised on an accrual basis using the effective interest method by applying the rate
that exactly discounts the estimated future cash receipts over the expected life of the financial instrument or
a shorter period, when appropriate, to the net carrying amount of the financial asset.

Contract liabilities

A contract liability is recognised when a payment is received or a payment is due (whichever is earlier) from
a customer before the Group transfers the related goods or services. Contract liabilities are recognised as
revenue when the Group performs under the contract (i.e., transfers control of the related goods or services
to the customer).

Share-based payments

The Company operates a share option scheme. Employees (including directors) of the Group receive
remuneration in the form of share-based payments, whereby employees render services in exchange for
equity instruments (“equity-settled transactions”).

The cost of equity-settled transactions with employees is measured by reference to the fair value at the date

at which they are granted. The fair value is determined by an external valuer using a binomial model, further
details of which are given in note 29 to the financial statements.
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Share-based payments (continued)

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

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

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

Where the terms of an equity-settled award are modified, as a minimum an expense is recognised as if the
terms had not been modified, if the original terms of the award are met. In addition, an expense is
recognised for any modification that increases the total fair value of the share-based payments, or is
otherwise beneficial to the employee as measured at the date of modification.

Where an equity-settled award is cancelled, it is treated as if it had vested on the date of cancellation, and
any expense not yet recognised for the award is recognised immediately. This includes any award where
non-vesting conditions within the control of either the Group or the employee are not met. However, if a
new award is substituted for the cancelled award, and is designated as a replacement award on the date
that it is granted, the cancelled and new awards are treated as if they were a modification of the original
award, as described in the previous paragraph.

The dilutive effect of outstanding options is reflected as additional share dilution in the computation of
earnings per share.
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2.4 Material Accounting Policies (continued)

Other employee benefits

Pension schemes

The employees of the Group’s subsidiaries which operate in Chinese Mainland are required to participate in
a central pension scheme operated by the local municipal governments. These subsidiaries are required to
contribute a certain portion of their payroll costs to the central pension scheme. The contributions are
charged to the statement of profit or loss as they become payable in accordance with the rules of the
central pension scheme.

The Group also operates pension scheme under the rules and regulations of the Mandatory Provident Fund
('MPF"”) Scheme Ordinance (the “MPF Scheme”) for all its qualifying employees in Hong Kong, further
details of which are given in note 27 to the financial statement. The assets of the scheme are held
separately from those of the Group, in funds under the control of trustees. Under the rules of the MPF
Scheme, the employer and its employees are each required to make contributions to the scheme at rates
specified in the rules.

Borrowing costs

Borrowing costs directly attributable 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 intended use or sale, are
capitalised as part of the cost of those assets. The capitalisation of such borrowing costs ceases when the
assets are substantially ready for their intended use or sale. All other borrowing costs are expensed in the
period in which they are incurred. Borrowing costs consist of interest and other costs that an entity incurs in
connection with the borrowing of funds.

Events after the reporting period

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

Dividends
Final dividends are recognised as a liability when they are approved by the shareholders in a general
meeting. Proposed final dividends are disclosed in the notes to the financial statements.

Interim dividends are simultaneously proposed and declared, because the Company’s memorandum and

articles of association grant the directors the authority to declare interim dividends. Consequently, interim
dividends are recognised immediately as a liability when they are proposed and declared.
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2.4 Material Accounting Policies (continued)

Foreign currencies

The financial statements is presented in RMB. Each entity in the Group determines its own functional
currency and items included in the financial statements of each entity are measured using that functional
currency. Foreign currency transactions recorded by the entities in the Group are initially recorded using their
respective functional currency rates prevailing at the dates of the transactions. Monetary assets and liabilities
denominated in foreign currencies are translated at the functional currency rates of exchange ruling at the
end of the reporting period.

Differences arising on settlement or translation of monetary items are recognised in the statement of profit
or loss. These are recognised in other comprehensive income until the net investment is disposed of, at
which time the cumulative amount is reclassified to the statement of profit or loss. Tax charges and credits
attributable to exchange differences on those monetary items are also recorded in other comprehensive
income.

Non-monetary items that are measured in terms of historical cost in a foreign currency are translated using
the exchange rates at the dates of the initial transactions. Non-monetary items measured at fair value in a
foreign currency are translated using the exchange rates at the date when the fair value was measured. The
gain or loss arising on translation of a non-monetary item measured at fair value is treated in line with the
recognition of the gain or loss on change in fair value of the item (i.e., translation difference on the item
whose fair value gain or loss is recognised in other comprehensive income or profit or loss is also recognised
in other comprehensive income or profit or loss, respectively).

In determining the exchange rate on initial recognition of the related asset, expense or income on the
derecognition of a non-monetary asset or non-monetary liability relating to an advance consideration, the
date of initial transaction is the date on which the Group initially recognises the non-monetary asset or non-
monetary liability arising from the advance consideration. If there are multiple payments or receipts in
advance, the Group determines the transaction date for each payment or receipt of the advance
consideration.

The functional currency of the Company and certain of its Hong Kong and overseas subsidiaries is the Hong
Kong dollar (“HK$"). As at the end of the reporting period, the assets and liabilities of these entities are
translated into RMB at the exchange rates prevailing at the end of the reporting period and their statements
of profit or loss are translated into RMB at the exchange rates that approximate to those prevailing at the
dates of the transactions. The resulting exchange differences are recognised in other comprehensive income
and accumulated in the exchange reserve. On disposal of a foreign operation, the component of other
comprehensive income relating to that particular foreign operation is recognised in the statement of profit or
loss.

Any goodwill arising on the acquisition of a foreign operation and any fair value adjustments to the carrying
amounts of assets and liabilities arising on acquisition are treated as assets and liabilities of the foreign
operation and translated at the closing rate.

For the purpose of the consolidated statement of cash flows, the cash flows of the Company, and its Hong
Kong and overseas subsidiaries are translated into RMB at the exchange rates ruling at the dates of the cash
flows. Frequently recurring cash flows of the Company and its overseas subsidiaries which arise throughout
the reporting period are translated into RMB at the weighted average exchange rates for the reporting
period.
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Significant Accounting Judgements and Estimates

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

Estimation uncertainty

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

Impairment of goodwill and other intangible assets arising from business
combinations

The Group determines whether goodwill and other intangible assets arising from business combinations is
impaired at least on an annual basis. This requires an estimation of the value in use of the cash-generating
units to which the goodwill is allocated. Estimating the value in use requires the Group to make an estimate
of the expected future cash flows from the cash-generating units and also to choose a suitable discount rate
in order to calculate the present value of those cash flows. The net carrying amount of goodwill and other
intangible assets arising from business combination at 31 December 2025 were approximately
RMB630,120,000 and RMB299,563,000 respectively (2024: approximately RMB713,896,000 and
RMB364,385,000 respectively). Further details are given in note 16 and note 17 to the financial statements.

Provision for expected credit losses on trade receivables and prepayments, other
receivables and other assets

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

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

The assessment of the correlation among historical observed default rates, forecast economic conditions and
ECLs is a significant estimate. The amount of ECLs is sensitive to changes in circumstances and forecast
economic conditions. The Group's historical credit loss experience and forecast of economic conditions may
also not be representative of a customer’'s actual default in the future. The information about the ECLs on
the Group's trade receivables and prepayments, other receivables and other assets is disclosed in note 21
and note 22 to the financial statements, respectively.
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Significant Accounting Judgements and Estimates (continuea)
Estimation uncertainty (Continued)

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. The carrying value of deferred tax
assets relating to recognised tax losses at 31 December 2025 were approximately RMB3,680,000 (2024:
approximately RMB25,807,000). The amount of unrecognised tax losses at 31 December 2025 were
approximately RMB108,304,000 (2024: approximately RMB12,979,000). Further details are contained in note
20 to the financial statements.

Operating Segment Information
For management purposes, the Group is organised into two reportable operating segments as follows:

(@)  Residential property management services; and
(b)  Non-residential property management and commercial operational services.

Management monitors the results of the Group’s operating segments separately for the purpose of making
decisions about resource allocation and performance assessment. Segment performance is evaluated based
on reportable segment profit, which is a measure of adjusted profit before tax. The adjusted profit before
tax is measured consistently with the Group’s profit before tax except that interest income, finance costs, as
well as head office and corporate income and expenses are excluded from such measurement.

The revenue from external customers reported to management is measured as segment revenue, which is the
revenue derived from the customers in each segment.

No analysis of segment assets and segment liabilities is presented as this information is not regularly provided
to management for review.
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Notes to Financial Statements

31 December 2025

The following is an analysis of the Group’s revenue and results by operating and reportable segment:

Year ended 31 December 2025

Residential
property
management
services
RMB’000
Segment revenue 1,675,181
Segment result 296,971
Reconciliation:
Interest income and unallocated income
Unallocated expenses
Finance costs
Loss before tax
Income tax expenses
Loss for the year
Other segment information
Share of profit and loss of:
Joint ventures (1,890)

Associates 525
Depreciation of property, plant and equipment
Amortisation of other intangible assets
Impairment losses on property, plant and

equipment
Impairment losses on goodwill
Impairment losses on trade receivables, net
Impairment losses on prepayments,

other receivables and other assets, net
Capital expenditure* 8,046
Unallocated amounts of capital expenditure

Non-
residential
property
management

and
commercial
operational
services
RMB’000

1,654,694
215,760

(1,139)

2,150

Total
RMB’000

3,329,875
512,731

19,516
(662,326)
(19,195)

(149,274)

(167,013)

(316,287)

(1,890)

(614)
23,099
70,128

29,041
83,776
393,236
20,315

10,196
17,523

27,719
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4. Operating Segment Information (continued)
Year ended 31 December 2024

Non-
residential
property
management
Residential and
property commercial
management operational
services services Total
RMB’000 RMB’000 RMB’000
Segment revenue 1,769,176 1,804,293 3,573,469
Segment result 326,828 215,169 541,997
Reconciliation:
Interest income and unallocated income 121,329
Unallocated expenses (1,179,219)
Finance costs (33,036)
Loss before tax (548,929)
Income tax expenses (9,730)
Loss for the year (558,659)
Other segment information
Share of profit and loss of:
Joint ventures 7,029 — 7,029
Associates 547 (420) 127
Depreciation of property, plant and equipment 28,382
Amortisation of other intangible assets 117,782
Impairment losses on property, plant and
equipment 819
Impairment losses on goodwill 630,008
Impairment losses on other intangible assets 82,892
Impairment losses on trade receivables, net 279,787
Impairment losses on prepayments,
other receivables and other assets, net 43,187
Capital expenditure* 20,552 6,867 27,419
Unallocated amounts of capital expenditure 2,196
29,615
* Capital expenditure consists of additions to property, plant and equipment and other intangible assets.

Geographical information
The Group’s revenue from customers is derived solely from its operations and services rendered in Chinese
Mainland, and the non-current assets of the Group are mainly located in Chinese Mainland.
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Operating Segment Information (continued)

Information about major customers

For the years ended 31 December 2025 and 2024, approximately RMB303,106,000 and RMB408,334,000 of
revenue were derived from KWG Group Holdings Limited (“KWG Holdings”) and its subsidiaries and its
joint ventures and associates, respectively.

Revenue, Other Income and Gains and Contract Liabilities

Revenue from contracts with customers

Revenue comprised proceeds from residential property management services and non-residential property
management and commercial operational services during the reporting period. An analysis of revenue is as
follows:

(a) Disaggregated revenue information

2025 2024
RMB’000 RMB’000

Types of services by segment

Residential property management services

Pre-sale management services 68,099 82,549
Property management services 1,466,922 1,464,528
Community value-added services 140,160 222,099

1,675,181 1,769,176

Non-residential property management and commercial
operational services

Pre-sale management services 10,474 22,127
Property management services 1,487,540 1,621,214
Commercial operational services 52,829 55,876
Other value-added services 103,851 105,076

1,654,694 1,804,293
Total revenue from contracts with customers 3,329,875 3,573,469

Timing of revenue recognition

Revenue from contracts with customers recognised over time 3,172,941 3,429,458
Revenue from contracts with customers recognised at a point

in time 156,934 144,011
Total 3,329,875 3,573,469
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5. Revenue, Other Income and Gains and Contract Liabilities (continued)

Revenue from contracts with customers (continued)

(b) Performance obligations
Information about the Group’s performance obligations is summarised below:

For residential property management services and non-residential property management and commercial
operational services, the Group recognised revenue in the amount that equals to the rights to invoices
which corresponds directly with the value to the customers of the Group’s performance to date. The
Group has elected the practical expedient for not to disclose the remaining performance obligation for
these types of contracts because the performance obligation is part of a contract that has an original
expected duration of one year or less, and there was an unsatisfied performance obligation at the end
of each of the respective periods.

Contract liabilities
The Group recognised the following revenue-related contract liabilities:

2025 2024
RMB’000 RMB’000

Third parties 288,533 268,227
Related parties (note 36(c)) 2,793 893
Contract liabilities 291,326 269,120

Contract liabilities of the Group mainly arise from the advance payments received from customers for services
yet to be provided. The increase in contract liabilities as at 31 December 2025 was mainly due to the
increase in advances received from customers in relation to the provision of property management services at
the end of the year.

The following table shows the amounts of revenue recognised in the current reporting period that were
included in the contract liabilities at the beginning of the reporting period:

2025 2024
RMB’000 RMB’000

Revenue recognised that was included in contract liabilities at the
beginning of the reporting period:

Residential property management services 220,298 197,417

Non-residential property management and commercial operational
services 21,978 26,529
242,276 223,946
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5. Revenue, Other Income and Gains and Contract Liabilities (continued)

Other income and gains

2025 2024
RMB’000 RMB’000
Interest income 2,345 2,438
Government grants 5,818 7,439
Gains on disposal of items of property, plant
and equipment, net 131 2,056
Late penalty income 3,435 6,500
Tax incentives on value-added tax 4,176 3,083
Realised income from wealth management financial products 283 140
Provision for compensation on profit guarantee - 96,479
Dividend income from a joint venture and an associate 1,665 1,662
Others 1,663 1,532
19,516 121,329
6. Loss before Tax
The Group's loss before tax is arrived at after charging:
2025 2024
Notes RMB’000 RMB’000
Cost of services provided 2,500,434 2,690,811
Depreciation of property, plant and equipment* 13 23,099 28,382
Amortisation of other intangible assets** 17 70,128 117,782
Auditors’ remuneration 3,600 3,600
Loss on disposal of investment in a joint venture*** — 1,188
Fair value losses on investment properties*** 14 671 786
Employee benefit expense* (excluding directors’ and chief
executive’'s remuneration (note 8)):
Wages and salaries 993,737 1,043,454
Share-based compensation expense 1,189 1,468
Pension scheme contributions 101,273 102,950
Other employee benefits 112,999 114,760
1,209,198 1,262,632
Impairment losses on property, plant and equipment*** 13 29,041 819
Impairment losses on goodwill*** 16 83,776 630,008
Impairment losses on other intangible assets*** 17 = 82,892
Net impairment losses recognised on financial assets
Trade receivables*** 21 393,236 279,787
Prepayments, other receivables and other assets*** 22 20,315 43,187
413,551 322,974
Rental expense:
Short-term leases and low-value leases 15(c) 19,659 25,367
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6. Loss before Tax (continued)

* The depreciation of property, plant and equipment and employee benefit expense are included in “Cost of sales” and
“Administrative expenses” in the consolidated statement of profit or loss.

ol The amortisation of other intangible assets is included in “Administrative expenses” in the consolidated statement of profit
or loss.

***  Loss on disposal of investment in a joint venture, fair value losses on investment properties, impairment losses on property,
plant and equipment, impairment losses on goodwill, impairment losses on other intangible assets and net impairment
losses recognised on trade receivables and prepayments, other receivables and other assets are included in “Other expenses,
net” in the consolidated statement of profit or loss.

7. Finance Costs
An analysis of finance costs is as follows:

2025 2024
Note RMB’000 RMB’000

Interest on bank and other borrowings 18,688 32,783
Interest on lease liabilities 15 507 253
19,195 33,036

8. Directors’ and Chief Executive’s Remuneration

Directors’ and chief executive's remuneration for the years, disclosed pursuant to the Rules Governing the
Listing of Securities on the Stock Exchange (the “Listing Rules”), section 383(1)(a), (b), (c) and (f) of the
Hong Kong Companies Ordinance and Part 2 of the Companies (Disclosure of Information about Benefits of

Directors) Regulation, is as follows:
2025 2024
RMB’000 RMB’000

Fees 1,370 1,374

Other emoluments:

Salaries, allowances and benefits in kind 1,848 5,815
Share-based compensation expenses — 49
Pension scheme contributions 80 147
1,928 6,011
3,298 7,385

In 2021, Ms. YANG lJingbo (note a) was granted share-based payment, in respect of her services to the
Group, under the share-based payment scheme of the Company. The fair value of such payment, which has
been recognised in profit or loss over the vesting period, was determined as at the date of grant and the
amount included in the financial statements for the current year is included in the above directors’ and chief
executive’s remuneration disclosures.
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8. Directors’ and Chief Executive’s Remuneration (continued)

(a) Independent non-executive directors
The fees paid to independent non-executive directors during the years were as follows:

2025 2024
RMB’000 RMB’000

Ms. LIU Xiaolan 274 275
Mr. FUNG Che Wai, Anthony 274 275
Ms. NG Yi Kum 274 275

822 825

There were no other emoluments payable to the independent non-executive directors during the year
ended 31 December 2025 (2024: Nil).

(b) Executive directors, a non-executive director and the chief executive

Salaries,
allowances Share-based Pension
and benefits compensation scheme Total
Fees in kind expenses contributions remuneration
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
2025
Executive directors:
Mr. KONG Jiannan 137 = = = 137
Ms. YANG Jingbo
(note a) 64 564 = 27 655
Mr. CHEN Wende
(note a) 73 = = = 73
274 564 == 27 865

Non-executive director:
Mr. KONG Jianmin 274 = = = 274

Chief executives:
Mr. WANG Zhonggi
(note b) = 1,284 = 53 1,337

548 1,848 - 80 2,476
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8. Directors’ and Chief Executive’s Remuneration (continued)

(b) Executive directors, a non-executive director and the chief executive (continued)

Salaries,
allowances Share-based Pension
and benefits compensation scheme Total
Fees in kind expenses contributions remuneration
RMB'000 RMB'000 RMB'000 RMB’'000 RMB'000
2024
Executive directors:
Mr. KONG Jiannan 137 — — = 137
Ms. YANG Jingbo
(note a) 137 1,139 49 47 1,372
274 1,139 49 47 1,509
Non-executive director:
Mr. KONG Jianmin 275 = = — 275
Chief executives:
Mr. WANG Jianhui
(note ¢) = 2,721 = 27 2,748
Mr. WANG Zhonggi
(note b) = 1,955 = 73 2,028
= 4,676 = 100 4,776
549 5,815 49 147 6,560
Notes:

(a) Ms. YANG Jingbo stepped down as the executive director of the Company and Mr. CHEN Wende was appointed as
the executive director of the Company with effect from 20 June 2025.

(b) Mr. WANG Zhonggi was appointed as the chief executive officer of the Company with effect from 29 August 2024
and stepped down as the chief executive officer of the Company with effect from 15 September 2025.

(c) Mr. WANG Jianhui stepped down as the chief executive officer of the Company with effect from 29 August 2024.

There was no arrangement under which a director or the chief executive waived or agreed to waive
any remuneration during the year ended 31 December 2025.

For the year ended 31 December 2025, no amounts was paid or payable by the Group to any of the
directors as an inducement to join or upon joining the Group.

For the year ended 31 December 2025, no compensation was paid or payable by the Group to any of

the directors or past directors for the loss of office as a director of any member of the Group or of
any other office in connection with the management of the affairs of any member of the Group.

118 KWG LIVING GROUP HOLDINGS LIMITED



10.

Notes to Financial Statements
31 December 2025

Five Highest Paid Employees

The five highest paid employees during the year ended 31 December 2025 included one chief executive (2024:
two chief executives), details of whose remuneration are set out in note 8 above. Details of the remuneration
for the year of the remaining four (2024: three) highest paid employees who are neither a director nor chief

executive of the Company are as follows:
2025 2024
RMB’000 RMB’000

Salaries, allowances and benefits in kind 4,952 6,678
Pension scheme contributions 222 188
5,174 6,866

The number of non-director and non-chief executive highest paid employees whose remuneration fell within

the following bands is as follows:

HK$1,000,001 to HK$1,500,000 3 G
HK$1,500,001 to HK$2,000,000 1 2
HK$3,500,001 to HK$4,000,000 - 1

4 3

For the year ended 31 December 2025, no amounts was paid or payable by the Group to any of the five
highest paid individuals (other than directors) as an inducement to join or upon joining the Group.

For the year ended 31 December 2025, no compensation was paid or payable by the Group to any of the
five highest paid individuals (other than directors) for the loss of office.

Income Tax

The Group is subject to income tax on an entity basis on profits arising in or derived from the tax
jurisdictions in which members of the Group are domiciled and operate. Pursuant to the rules and
regulations of the Cayman Islands and BVI, the entities within the Group incorporated in the Cayman Islands
and BVI are not subject to any income tax. The Group’s subsidiaries incorporated in Hong Kong are not
liable for income tax as they did not generate any assessable profits arising in Hong Kong during the year.

The income tax provision of the Group’s subsidiaries established in the PRC in respect of its operation in
Chinese Mainland was calculated at the tax rate of 25% on their assessable profits for the year, if

applicable, based on the existing legislation, interpretations and practice in respect thereof.

Certain subsidiaries of the Group operating in the PRC enjoyed a preferential corporate income tax rate of
15% for the year.
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10. Income TaXx (continued)

2025 2024

Note RMB’000 RMB’'000

Current 107,481 140,449
Deferred 20 59,532 (130,719)
167,013 9,730

A reconciliation of the tax expense applicable to profit before tax at the statutory rate for the jurisdictions in
which the Company and the majority of its subsidiaries are domiciled to the income tax expenses at the

effective income tax rate is as follows:

2025 2024
RMB’000 RMB'000
Loss before tax (149,274) (548,929)
Tax at the statutory tax rate (25%) (37,319) (137,232)
Lower tax rates for specific provinces (11,595) (10,239)
Expenses not deductible for tax 21,485 158,703
Profit and loss attributable to joint ventures 473 (1,757)
Profit and loss attributable to associates 154 (32)
Tax losses not recognised 9,189 287
Derecognition of tax losses previously recognised 22,127 —
Other deductible temporary differences not recognised 43,725 =
Derecognition of other deductible temporary differences
previously recognised 118,774 =
Tax charge for the year 167,013 9,730

11. Dividends

The Board does not recommend any final dividend for the year ended 31 December 2025 (2024: Nil).
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12. Losses per Share Attributable to Ordinary Equity Holders of the

Parent

The calculation of the basic losses per share amounts is based on the loss for the year attributable to
ordinary equity holders of the parent, and the weighted average number of ordinary shares of 2,025,858,916
(2024: 2,025,858,916) in issue during the year ended 31 December 2025.

The calculation of the diluted losses per share amounts is based on the loss for the year attributable to
ordinary equity holders of the parent, adjusted to reflect the impact on losses arising from the share option
scheme and the share award scheme adopted by the Group, where applicable. The weighted average
number of ordinary shares used in the calculation is the number of ordinary shares in issue during the year,
as used in the basic losses per share calculation, and the weighted average number of ordinary shares
assumed to have been issued at no consideration on the deemed exercise or vest of all dilutive potential
ordinary shares into ordinary shares.

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

2025 2024
RMB’000 RMB’000

Losses
Loss attributable to ordinary equity holders of the parent,
used in the basic and diluted losses per share calculations (313,764) (572,282)
Number of shares
Shares
Weighted average number of ordinary shares in issue during
the year used in the basic losses per share calculation 2,025,858,916 2,025,858,916
Effect of dilution — weighted average number of ordinary shares:
Share options 189,000 270,000
Awarded shares = 112,833

2,026,047,916* 2,026,241,749*

* Because the exercise prices of the share options were higher than the average market price of the Company’s shares during
the year, the share options were ignored in the calculation of diluted earnings per share. Therefore, the diluted losses per
share amount is based on the loss for the year attributable to ordinary equity holders of approximately RMB313,764,000
(2024: approximately RMB572,282,000), and the weighted average number of ordinary shares of 2,025,858,916 in issue
during the year (2024: 2,025,971,749).
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13. Property, Plant and Equipment

Right-of-
use assets

Furniture
Plant and and office Motor
Buildings machinery equipment vehicles Buildings Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

31 December 2025

At 1 January 2025:

Cost 1,420 19,785 25,242 55,591 13,410 115,448
Accumulated depreciation and

impairment (181) (9,331) (17,868) (20,421) (7,548) (55,349)

Net carrying amount 1,239 10,454 7,374 35,170 5,862 60,099

At 1 January 2025, net of
accumulated depreciation and

impairment 1,239 10,454 7,374 35,170 5,862 60,099
Additions = 3,459 2,275 159 17,189 23,082
Disposals = (279) (231) (3,409) = (3,919)
Depreciation provided during

the year (note 6) (66) (3,091) (3,730) (5,536) (10,676) (23,099)
Impairment recognised

during the year (note 6) = (5,017) (262) (23,497) (265) (29,041)

At 31 December 2025, net of
accumulated depreciation and
impairment 1,173 5,526 5,426 2,887 12,110 27,122

At 31 December 2025:

Cost 1,420 22,308 24,924 38,893 30,599 118,144
Accumulated depreciation and

impairment (247) (16,782) (19,498) (36,006) (18,489) (91,022)

Net carrying amount 1,173 5,526 5,426 2,887 12,110 27,122
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13. Property, Plant and Equipment (continued)

Right-of-use assets

Furniture
Plant and  and office Motor Motor
Buildings machinery  equipment vehicles  Buildings Vehicles Total

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

31 December 2024

At 1 January 2024:

Cost 1,720 18,067 22,318 63,399 48,581 193 154,278
Accumulated depreciation (345) (7,214) (12,133) (14,918) (40,590) (193) (75,393)
Net carrying amount 1,375 10,853 10,185 48,481 7,991 — 78,885

At 1 January 2024, net of
accumulated depreciation

and impairment 1,375 10,853 10,185 48,481 7,991 = 78,885
Additions = 4,129 6,155 3,403 2,165 = 15,852
Disposals (64) (1,314) (320) (3,739) = = (5,437)
Depreciation provided during

the year (note 6) (72) (3,214) (7,827) (12,975) (4,294) =5 (28,382)
Impairment recognised

during the year (note 6) = = (819) = = = (819)

At 31 December 2024, net of
accumulated depreciation
and impairment 1,239 10,454 7,374 35,170 5,862 = 60,099

At 31 December 2024:

Cost 1,420 19,785 25,242 55,591 13,410 == 115,448
Accumulated depreciation

and impairment (181) (9,331) (17,868) (20,421) (7,548) =3 (55,349)

Net carrying amount 1,239 10,454 7,374 35,170 5,862 = 60,099

At 31 December 2025, the Group’s certain property, plant and equipment with an aggregate net carrying
amount before impairment of approximately RMB1,999,000 (2024: approximately RMB12,540,000) was
pledged to secure bank and other borrowings granted to the Group (note 34).
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14. Investment Properties

2025 2024
Note RMB’000 RMB’'000

Carrying amount at 1 January 3,936 4,722
Net losses from fair value adjustments 6 (671) (786)
Carrying amount at 31 December 3,265 3,936

The Group's investment properties represented three commercial properties which comprising two retail
shops and one parking space in Chinese Mainland. Based on valuations performed by management, the
estimated fair value of the investment properties was approximately RMB3,265,000 as at 31 December 2025
(2024 approximately RMB3,936,000).

At 31 December 2025, no investment properties of the Group was pledged to secure general banking
facilities granted to the Group.

The Group recognised approximately RMB56,000 in profit or loss for rental income from investment
properties for the year ended 31 December 2025 (2024: approximately RMB56,000).

Fair value hierarchy
The fair value measurement of the Group’s investment properties is using significant unobservable inputs
(Level 3).

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

Set out below is a summary of the valuation technique used and the key inputs to the valuation of
investment properties:

Weighted average
As at 31 December

2025 2024
RMB RMB

Direct comparison approach Selling price per square meter 11,822-12,693 13,755-15,943
Direct comparison approach Selling price per square meter 7,500 11,086

Significant

Valuation technique unobservable inputs

Retail shops
Parking space

The Group's investment properties are valued by the direct comparison approach on the assumption that
each property can be sold in their existing state subject to comparable sales transactions as available in the
relevant markets. Comparison is based on prices realised on actual transactions or asking prices of
comparable properties. Comparable properties with similar sizes, characters and locations are analysed, and
carefully weighed against all respective advantages and disadvantages of each property in order to arrive at
a fair comparison of value.

A significant increase/decrease in the selling price per square meter would result in a significant increase/
decrease in the fair value of the investment properties.
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15. Leases

The Group as a lessee
The Group has lease contracts for buildings used in its operations. Leases of buildings generally have lease

terms between 1 to 20 years. The Group is restricted from assigning and subleasing the leased assets outside
the Group according to the terms in certain agreements.

(a) Right-of-use assets
The carrying amounts of the Group’s right-of-use assets and the movements during the year are
included in note 13.

(b) Lease liabilities
The carrying amounts of the Group’s lease liabilities and movements during the years are as follows:

2025 2024
Note RMB’000 RMB’000
Carrying amount at 1 January 5,920 6,761
New leases 16,801 2,165
Accretion of interest recognised during the year 7 507 253
Payments (10,624) (3,259)
Carrying amount at 31 December 12,604 5,920
2025 2024
RMB’000 RMB’'000

Lease liabilities analysed into:
Current portion 6,577 2,425
Non-current portion 6,027 3,495
12,604 5,920

The maturity analysis of lease liabilities is disclosed in note 39(c) to the financial statements.
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15. Leases (continued)

The Group as a lessee (continued)

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

2025 2024
Notes RMB’000 RMB'000
Interest on lease liabilities 7 507 253
Depreciation charge of right-of-use assets 13 10,676 4,294
Impairment losses on right-of-use assets 265 —
Expense relating to short-term leases and low-value
leases 6 19,659 25,367
Total amount recognised in profit or loss 31,107 29,914
(d) The total cash outflow for leases is disclosed in note 32(c) to the financial statements.
16. Goodwill
2025 2024
Note RMB’000 RMB'000
At 1 January:
Cost 1,743,159 1,743,159
Accumulated impairment (1,029,263) (399,255)
Net carrying amount 713,896 1,343,904
Net carrying amount at 1 January 713,896 1,343,904
Impairment recognised during the year 6 (83,776) (630,008)
Net carrying amount at 31 December 630,120 713,896
At 31 December:
Cost 1,743,159 1,743,159
Accumulated impairment (1,113,039) (1,029,263)
Net carrying amount 630,120 713,896
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16. Goodwill (continued)

Impairment testing of goodwill

For the purpose of impairment testing, goodwill acquired through business combination is allocated to each
of the cash-generating units (“CGUs"), or groups of CGUs, that is expected to benefit from the synergies of
the combination. Each unit or group of units to which the goodwill is allocated represents the lowest level
within the entity at which the goodwill is monitored for internal management purposes.

As at 31 December 2025, goodwill of approximately RMB1,743,159,000 (2024: approximately
RMB1,743,159,000) has been allocated to each group of CGUs for impairment testing. The goodwill is
allocated in CGUs as follows.

2025 2024
CGU Principal business RMB’000 RMB’000

Gangyu Enterprise Property management 134,718 134,718

Guangzhou Runtong Property management 125,490 125,490

Shanghai Shengin Property management 439,567 439,567

Guangdong Telijie Urban and rural environmental 135,678 135,678
sanitation service

Living Technology Property management 907,706 907,706

1,743,159 1,743,159

Management performed an impairment assessment on the goodwill with the assistance of an independent
valuer as at 31 December 2025 and 2024.

Since there are insufficient transactions of comparable unlisted companies in the market, the management
performed impairment review of the carrying amounts of each CGU as at 3| December 2025. The recoverable
amount of CGU has been determined based on a value in use calculation using cash flow projection based
on a financial budget covering a five-year period approved by senior management.
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16. Goodwill (continued)

Impairment testing of goodwill (continued)
The following table sets forth each key assumption on which management has based its cash flow

projections to undertake impairment testing of goodwill:

Gangyu Guangzhou Shanghai Guangdong Living
Enterprise Runtong Shenqin Telijie Technology
(note a) (note b) (note c) (note d) (note e)
2025
Revenue growth rates during
the projection period 1.5%-2.0% 1.5%-2.0% 1.5%-2.0% 1.5%-2.0% -10.0%-1.5%
Gross profit margins during
the projection period 36.2% 0.5% 19.8% 28.7% 21.4%
Terminal growth rate 1.5% 1.5% 1.5% 1.5% 1.5%
Pre-tax discount rate 16.0% 16.9% 15.9% 9.0% 16.3%
2024
Revenue growth rates during
the projection period 1.5%-2.0% 1.5%-2.0% 1.5%-2.0% 1.5%-2.0% 1.5%-2.0%
Gross profit margins during
the projection period 22.6% 6.0% 19.5% 30.0% 20.4%
Terminal growth rate 1.5% 1.5% 1.5% 1.5% 1.5%
Pre-tax discount rate 17.4% 21.1% 17.6% 10.6% 17.6%
Notes:

(a) For the year ended 31 December 2025, the expected gross profit margin of Gangyu Enterprise increased by 13.6% as
compared with last year, which was mainly due to the relatively significant cost saving achieved by continuous efforts in
project optimisation and operational efficiency enhancements.

(b) For the year ended 31 December 2025, the expected gross profit margin of Guangzhou Runtong decreased by 5.5% as
compared with last year, which was mainly due to the increase in operating costs for service quality enhancements as a
result of intense market competition in public property projects.

(o) For the year ended 31 December 2025, the expected revenue growth rate and the expected gross profit margin of Shanghai
Shengin basically remained unchanged as compared with last year. While the expected unit price of renewal or new projects
decreased as a result of intense market competition in public property projects, the management considered that the impact
of such trend was temporary.

(d) For the year ended 31 December 2025, the expected gross profit margin of Guangdong Telijie decreased by 1.3% as
compared with last year, which was mainly due to the increase in operating costs for service quality enhancements as a
result of the intense market competition in urban and rural environmental sanitation projects.

(e) For the year ended 31 December 2025, the expected revenue growth rate of Living Technology was in negative value and
gradually returned to a sustainable positive growth rate of 1.5%. Certain public property contracts were not renewed, and
new customer engagement was below expectations as a result of the intense competition in public property market. The
management considered that these adverse impacts were expected to remain for a period of time, instead of having a
short-term effect.
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16. Goodwill (continued)

Impairment testing of goodwill (continued)

Assumptions were used in the value in use calculation of the CGU. The following describes each key
assumption on which management has based its cash flow projections to undertake impairment testing of
goodwill:

Annual revenue growth rate — Based on past performance and management’'s expectations of market
development. The predicted revenue growth rate of the CGU for the five years subsequent to the date of
assessment is one of the assumptions used in the value-in-use calculations.

Gross profit margins — Based on past performance and management’s expectations for the future.

Terminal growth rate — The growth rate used to extrapolate the cash flows of the CGU beyond the
five-year period is estimated to be 1.5%, which has taken into consideration the prevailing industry practice.

Pre-tax discount rate — Reflects the current market assessments of the time value of money and the risks
specific to each of the group of CGUs.

The values assigned to the key assumptions are consistent with external information sources.

As of 31 December 2025, the recoverable amount of the Gangyu Enterprise asset group, calculated using
the discounted future cash flow method, was approximately RMB213,830,000, which exceeded its carrying
amount, incurring a headroom of approximately RMB127,292,000.

As of 31 December 2025, the operating profit of Guangzhou Runtong asset group continued to decline,
with a projected future net cash outflow, and the net amount of fair value less disposal costs was close to
zero. Therefore, the recoverable amount of this asset group was zero. Since the goodwill arising from the
acquisition of Guangzhou Runtong was fully impaired in prior years, no further impairment is made for the
year. As of 31 December 2025, the original amount of Guangzhou Runtong’s goodwill was approximately
RMB125,490,000, with the cumulative impairment of approximately RMB125,490,000 (2024: the cumulative
impairment of approximately RMB125,490,000).

As of 31 December 2025, the recoverable amount of the Shanghai Shengin asset group, calculated using the
discounted future cash flow method, was approximately RMB254,073,000, which was lower than its carrying
amount. Therefore, an impairment loss on goodwill of approximately RMB50,958,000 was recognised for the
year. As of 31 December 2025, the original amount of Shanghai Shengin’s goodwill was approximately
RMB439,567,000, with the cumulative impairment of approximately RMB266,396,000 (2024: the cumulative
impairment of approximately RMB215,438,000).
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16. Goodwill (continued)

Impairment testing of goodwill (continued)

As of 31 December 2025, the operating profit of the Guangdong Telijie asset group continued to decline,
with a projected future net cash outflow, and the net amount of fair value less disposal costs being close to
zero. Therefore, the recoverable amount of this asset group was zero. Since the goodwill arising from the
acquisition of Guangdong Telijie was fully impaired in prior years, no further impairment is made for the
year. As of 31 December 2025, the original amount of Guangdong Telijie’s goodwill was approximately
RMB135,678,000, with the cumulative impairment of approximately RMB135,678,000 (2024: the cumulative
impairment of approximately RMB135,678,000).

As of 31 December 2025, the recoverable amount of the Living Technology asset group, calculated using the
discounted future cash flow method, was approximately RMB742,996,000, which was lower than its carrying
amount. Therefore, an impairment loss on goodwill of approximately RMB32,818,000 was recognised for the
year. As of 31 December 2025, the original amount of Living Technology’s goodwill was approximately
RMB907,706,000, with the cumulative impairment of approximately RMB514,668,000 (2024: the cumulative
impairment of approximately RMB481,850,000).

The management has undertaken sensitivity analysis on the impairment tests of goodwill. The following table
sets forth all possible changes to the key assumptions of the impairment tests and the changes considered
individually in the calculations for the CGU that would eliminate the remaining headroom as at 31 December

2025:

Possible changes of

key assumptions (%)

Gangyu Enterprise

Revenue growth rate during the projection period (21.2)
Gross profit margins during the projection period (18.0)
Terminal growth rate (84.9)
Pre-tax discount rate 22.6

The management of the Company considered that as of 31 December 2025, there were no reasonable
possible changes in key assumptions that would cause the carrying amount of Gangyu Enterprise to exceed
its recoverable amount.
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17.

Other Intangible Assets

31 December 2025

Cost at 1 January 2025,
net of accumulated

Property
management
contracts
RMB’000

Customer

relationships
RMB’000

Notes to Financial Statements

Non- compete
agreements
RMB’000

Software
RMB’000

31 December 2025

Total
RMB’000

amortisation 6,956 357,429 18,973 - 383,358
Additions = = 4,637 = 4,637
Amortisation provided

during the year (note 6) (6,956) (57,866) (5,306) = (70,128)
At 31 December 2025 - 299,563 18,304 = 317,867
At 31 December 2025:

Cost 203,872 651,567 37,573 22,872 915,884

Accumulated

amortisation and

impairment (203,872) (352,004) (19,269) (22,872) (598,017)
Net carrying amount - 299,563 18,304 - 317,867
31 December 2024
Cost at 1 January 2024,

net of accumulated

amortisation 59,576 494,689 9,742 6,407 570,414
Additions = = 13,763 = 13,763
Disposal = = (145) = (145)
Amortisation provided

during the year (note 6) (41,702) (68,510) (4,387) (3,183) (117,782)
Impairment recognised

during the year (note 6) (10,918) (68,750) = (3,224) (82,892)
At 31 December 2024 6,956 357,429 18,973 = 383,358
At 31 December 2024:

Cost 203,872 651,567 32,936 22,872 911,247

Accumulated

amortisation and
impairment (196,916) (294,138) (13,963) (22,872) (527,889)
Net carrying amount 6,956 357,429 18,973 = 383,358
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17.

18.

Other Intangible Assets (continued)

Amortisation of intangible assets has been charged to “Administrative expenses” in the consolidated
statement of profit or loss.

No intangible asset is restricted or pledged as security as at 31 December 2025 and 2024.

As at 31 December 2025, the accumulated impairment provision on other intangible assets amounted to
approximately RMB82,892,000 (as at 31 December 2024: approximately RMB82,892,000). No further
impairment loss on other intangible assets was recognised during the year ended 31 December 2025. Further

details of key assumptions used in the calculation of value in use for the CGUs are set out in note 16 to the
financial statements.

Investment in Joint Ventures

2025 2024
RMB’000 RMB’000

Share of net assets 9,530 11,420
Advanced to a joint venture 20,000 —
29,530 11,420

Particulars are as follows:

Percentage of

Particulars of Place of registration Ownership Voting Profit
Name issued shares held and business interest power sharing Principal activities
Guangzhou Zhongjing Business Registered capital PRC/Chinese Mainland 70 50 70 Interior decoration
Services Co., Ltd.* of RMB1 each
The Corniche Property Registered capital Hong Kong 50 50 50  Property management
Service Limited of HK$1 each
G The English name represents the best efforts made by the directors of the Company to translate the Chinese name as it

does not have any official English name.

The following table illustrates the financial information of the Group’s joint ventures that are not individually

material:
2025 2024
RMB’000 RMB’000

Share of profit and loss for the year and total comprehensive income

of joint ventures (1,890) 7,029
Carrying amount of the Group’s investments accounted
for using the equity method at end of the year 29,530 11,420
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Investment in Associates

2025 2024
RMB’000 RMB’000

Share of net assets 7,139 7,753

Particulars are as follows:

Percentage of
ownership interest

Particulars of Place of registration attributable
Name issued shares held and business to the Group Principal activities
Guangzhou Guanzhou Property Registered capital PRC/Chinese Mainland 49  Property management
Management Co., Ltd.* of RMB1 each
Guangzhou Zhicheng Youhuo Urban Registered capital PRC/Chinese Mainland 36  Property management
Operation Management Co., Ltd. of RMB1 each
# The English name represents the best efforts made by the directors of the Company to translate the Chinese name as it

does not have any official English name.

The following table illustrates the financial information of the Group’s associates that are not individually

material:
2025 2024
RMB’000 RMB’000

Share of profit for the year and total comprehensive income of

associates (614) 127
Carrying amount of the Group’s investment accounted for using the
equity method at end of the year 7,139 7,753
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20. Deferred Tax Assets and Liabilities

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

Deferred tax liabilities

2025
Excess of
Fair value carrying
adjustment amount of
arising from right-of-use
acquisitions of assets over the
subsidiaries tax bases Total
RMB’000 RMB’000 RMB’000
At 1 January 2025 91,097 1,466 92,563
Deferred tax (charged)/credited to profit
or loss during the year (16,204) 1,627 (14,577)
At 31 December 2025 74,893 3,093 77,986

Deferred tax assets

Losses
available
for Provision for
offsetting  impairment Provision for Fair value

against losses on  impairment adjustment

future property, losses of of

LEVE]] (] plant and financial Lease investment
profits equipment assets liabilities properties Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

At 1 January 2025 25,807 - 286,004 1,480 592 313,883
Deferred tax (charged)/credited

to profit or loss during the

year (22,127) 5,909 (59,663) 1,604 168 (74,109)
At 31 December 2025 3,680 5,909 226,341 3,084 760 239,774

134 kWG LIVING GROUP HOLDINGS LIMITED



Notes to Financial Statements
31 December 2025

20. Deferred Tax Assets and Liabilities (continued)

Deferred tax liabilities

2024
Excess of
Fair value carrying
adjustment amount of
arising from right-of-use
acquisitions of assets over the
subsidiaries tax bases Total
RMB’000 RMB’000 RMB’000
At 1 January 2024 140,169 1,684 141,853
Deferred tax credited to profit or loss
during the year (49,072) (218) (49,290)
At 31 December 2024 91,097 1,466 92,563
Deferred tax assets
2024
Losses
available for
offsetting Provision for
against impairment Fair value
future losses of adjustment
taxable financial Lease of investment
profits assets liabilities properties Total
RMB'000 RMB’000 RMB’000 RMB’000 RMB’000
At 1 January 2024 23,654 206,715 1,690 395 232,454
Deferred tax credited/
(charged) to profit or loss
during the year 2,153 79,289 (210) 197 81,429
At 31 December 2024 25,807 286,004 1,480 592 313,883

Pursuant to the PRC Corporate Income Tax Law, a 10% withholding tax is levied on dividends declared to
foreign investors from the foreign investment enterprises established in Chinese Mainland. The requirement is
effective from 1 January 2008 and applies to earnings after 31 December 2007. A lower withholding tax rate
may be applied if there is a tax treaty between Chinese Mainland and the jurisdiction of the foreign
investors. For the Group, the applicable rate is 5%. The Group is therefore liable for withholding taxes on
dividends distributed by those subsidiaries established in Chinese Mainland in respect of earnings generated
from 1 January 2008.
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20. Deferred Tax Assets and Liabilities (continued)

At 31 December 2025 and 2024, no deferred tax has been recognised for withholding taxes that would be
payable on the unremitted earnings that are subject to withholding taxes of the Group’s subsidiaries
established in Chinese Mainland. The aggregate amounts of temporary differences associated with
investments in subsidiaries in Chinese Mainland for which deferred tax liabilities have not been recognised
totalled approximately RMB2,204,001,000 and RMB2,744,136,000 as at 31 December 2025 and 2024,
respectively.

In the opinion of the directors of the Company, the Company has sufficient distributable reserves, including
the Company’s share premium to meet its dividend policy in the foreseeable future, and it is not probable
that dividends would be declared by the Group’s subsidiaries and joint ventures established in Chinese
Mainland in the foreseeable future. Accordingly, the Group did not provide additional deferred tax related to
the unremitted earnings of the Group’s subsidiaries and joint ventures established in Chinese Mainland that
are subject to withholding taxes once distributed.

There are no income tax consequences attaching to the payment of dividends by the Company to its
shareholders.

At 31 December 2025, the Group has tax losses arising in Chinese Mainland of approximately
RMB123,024,000 (2024: approximately RMB116,207,000), that will expire in one to five years for offsetting
against future taxable profits.

Among which, tax losses of approximately RMB108,304,000 (2024: approximately RMB12,979,000), have not
been recognised as it is not considered probable that taxable profits will be available against which the tax
losses can be utilised.

As at 31 December 2025, the Group has deductible temporary differences derived from impairment losses of
financial assets of approximately RMB1,536,628,000 (2024: approximately RMB1,145,668,000). A deferred tax
asset has been recognised in relation to approximately RMB905,364,000 (2024: approximately
RMB1,144,016,000) of such temporary differences. No deferred tax asset has been recognised in relation to
remaining temporary differences of approximately RMB631,264,000 (2024: approximately RMB1,652,000) as it
is not probable that taxable profit will be available against which the deductible temporary differences can
be utilised.

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

reporting purposes:
2025 2024
RMB’000 RMB’000

Net deferred tax assets recognised in the consolidated statement of

financial position 239,774 313,883
Net deferred tax liabilities recognised in the consolidated statement

of financial position (77,986) (92,563)
Net deferred tax assets 161,788 221,320
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21. Trade Receivables

2025 2024
Note RMB’000 RMB’000

Related parties 36(c) 2,415,255 2,231,188
Third parties 1,721,268 1,574,347
Trade receivables 4,136,523 3,805,535
Less: Allowance for impairment of trade receivables (1,394,241) (1,021,895)

2,742,282 2,783,640

Trade receivables mainly represent receivables from residential property management services and
non-residential property management and commercial operational services. For trade receivables from
property management services, the Group charges property management fees on a quarterly or monthly
basis. For trade receivables from related parties, the Group’s trading terms are mainly on credit and the
credit period is generally between three months and one year. For trade receivables from third parties, the
payment is generally due upon the issuance of demand letters. The Group seeks to maintain strict control
over its outstanding receivables. Overdue balances are reviewed regularly by management. As the Group's
trade receivables from third parties relate to a large number of diversified customers, there is no significant
concentration of credit risk. Trade receivables are interest-free.

At 31 December 2025, trade receivables of approximately RMB11,741,000 (2024: approximately
RMB119,117,000) were pledged to secure general banking facilities granted to the Group (note 34).

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

and net of loss allowance, is as follows:
2025 2024
RMB’000 RMB’'000

Within 1 year 1,012,294 1,166,275
1 to 2 years 492,639 734,231
2 to 3 years 606,560 812,115
Over 3 years 630,789 71,019

2,742,282 2,783,640

ANNUAL REPORT 2025 137



Notes to Financial Statements
31 December 2025

21. Trade Receivables (continued)

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

2025 2024
Note RMB’000 RMB’000

At beginning of year 1,021,895 744,948
Impairment losses recognised, net 6 393,236 279,787
Amount written off as uncollectible (20,890) (2,840)
At end of year 1,394,241 1,021,895

As at the end of the reporting year, all trade receivables were denominated in RMB.

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

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

Related
Third parties — past due parties Total

Less than 1to 2 to Over
1 year 2 years 3 years 3 years

As at 31 December 2025

Expected credit loss rate 6.87% 23.08% 27.99% 65.89% 40.09% 33.71%
Gross carrying amount

(RMB'000) 820,852 276,451 278,309 345,656 2,415,255 4,136,523
Expected credit losses

(RMB'000) (56,392) (63,809) (77,905) (227,741) (968,394) (1,394,241)

As at 31 December 2024

Expected credit loss rate 5.29% 13.94% 21.59% 63.43% 34.42% 26.85%
Gross carrying amount

(RMB'000) 882,366 307,620 190,139 194,222 2,231,188 3,805,535
Expected credit losses

(RMB'000) (46,688) (42,883) (41,056) (123,204) (768,064)  (1,021,895)
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22. Prepayments, Other Receivables and Other Assets

2025 2024
Notes RMB’000 RMB’000

Amounts due from related parties 36(c) 1,040 5,225
Prepayments and deposits 372,154 383,179
Advances to employees 32,813 41,793
Other receivables 85,765 82,788
Payments on behalf of residents and tenants (a) 88,768 59,425
Amounts due from original shareholders of a subsidiary 205,051 205,051
Others 53,037 41,261

838,628 818,722
Impairment allowance (142,387) (123,773)

696,241 694,949

Note:

(a) Payments on behalf of residents and tenants represent the current accounts with the residents and tenants of communities
and properties managed by the Group.

At 31 December 2025, other receivables of approximately RMB41,946,000 (2024: approximately
RMB17,048,000) were pledged to secure general banking facilities granted to the Group (note 34).

The movements in provision for impairment of payments on behalf of residents and tenants, other receivables
and amounts due from original shareholders of a subsidiary are as follows:

2025 2024
Note RMB’000 RMB’000

At beginning of year 123,773 83,046
Impairment losses recognised, net 6 20,315 43,187
Amount written off as uncollectible (1,701) (2,460)
At end of year 142,387 123,773

ANNUAL REPORT 2025 139



140

Notes to Financial Statements
31 December 2025

22. Prepayments, Other Receivables and Other Assets (continued)

Expected credit losses are estimated by applying a loss rate approach with reference to the days past due for
groupings of parties with similar loss patterns. The loss rate is adjusted to reflect the current conditions and
forecasts of future economic conditions, as appropriate.

The following table provides information about the exposure to credit risk and ECLs for payments on behalf
of residents and tenants, other receivables and amounts due from original shareholders of a subsidiary which
are assessed collectively based on an estimated average credit loss rate as at 31 December 2025 and 2024.

31 December 2025 31 December 2024
Gross Impairment Gross Impairment
Average carrying loss Average carrying loss
Category loss rate amount allowance loss rate amount allowance
RMB’000 RMB’000 RMB'000 RMB'000

Credit-impaired 44.3% 321,418 (142,387) 42.3% 292,814 (123,773)

23. Cash and Cash Equivalents and Restricted Cash

2025 2024
RMB’000 RMB’000

Cash and bank balances 1,279,809 1,208,092
Less: Restricted cash (60,561) (62,478)
Cash and cash equivalents 1,219,248 1,145,614

At 31 December 2025, the cash and bank balances of the Group denominated in RMB amounted to
approximately RMB1,279,430,000 (2024: approximately RMB1,078,578,000). The RMB is not freely convertible
into other currencies. However, under Chinese Mainland’s Foreign Exchange Control Regulations and
Administration of Settlement, Sale and Payment of Foreign Exchange Regulations, the Group is permitted to
exchange RMB for other currencies through banks authorised to conduct foreign exchange business.
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23. Cash and Cash Equivalents and Restricted Cash (continued)

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

Restricted cash mainly represented i) deposits for the provision of property management services as required

by local government authorities; ii) cash at banks restricted for tendering purposes; and iii) funds for
litigation preservation of certain subsidiaries.

24. Trade Payables

2025 2024

Note RMB’000 RMB’000

Related parties 36(c) 21,114 3,695
Third parties 663,620 605,337
684,734 609,032

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

as follows:
2025 2024
RMB’000 RMB’000
Within 1 year 549,765 492,248
1 to 2 years 89,380 88,853
2 to 3 years 25,843 18,057
Over 3 years 19,746 9,874

684,734 609,032

Trade payables are unsecured, interest-free and normally settled on terms of 30 to 90 days.
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25. Other Payables and Accruals

2025 2024
Note RMB’000 RMB'000
Amounts due to related parties 36(c) 21,460 10,254
Payroll and welfare payables 264,538 218,371
Deposits and temporary receipts from property owners 355,286 329,831
Other tax payables 209,887 192,435
Accruals and other payables 50,027 68,474
Consideration payable to original shareholders on acquisition
of subsidiaries 8,020 8,020
Receipts on behalf of residents and tenants 204,149 148,927
Due to original shareholders of subsidiaries 45,795 70,556
1,159,162 1,046,868
The other payables are unsecured and interest-free.
26. Interest-bearing Bank and Other Borrowings
2024
Effective Effective
interest interest
rate (%) Maturity RMB’000 rate (%) Maturity RMB'000
Current
Bank loans — secured 2.8-3.8 2026 11,500 3.0-4.7 2025 16,500
Other borrowings — secured n/a n/a = 8.5-8.7 2025 4,073
Current portion of long term
bank and other borrowings
— secured 3.4-8.2 2026 128,857 5.5-8.2 2025 105,720
140,357 126,293
Non-current
Bank loans — secured 3.3-3.4 2027-2029 271,550 55 2026-2029 387,733
Other borrowings — secured 6.8 2027 2,425 6.8-8.2  2026-2027 10,099
273,975 397,832
414,332 524,125

142 KWG LIVING GROUP HOLDINGS LIMITED



Notes to Financial Statements
31 December 2025

26. Interest-bearing Bank and Other Borrowings (continued)

2025 2024
RMB’000 RMB’000

Analysed into:

Bank loans:

Within one year 132,684 113,683
In the second year 126,184 121,183
In the third to fifth years, inclusive 145,366 266,550
404,234 501,416

Other borrowings:
Within one year 7,673 12,610
In the second year 2,425 7,673
In the third to fourth years, inclusive — 2,426
10,098 22,709
414,332 524,125

Notes:

(a) Certain of the Group’s bank loans and unutilised facilities are secured by certain of the Group’s revenue of certain service
contracts amounting to approximately RMB131,092,000 (2024: approximately RMB202,200,000) and equity interests of a
subsidiary of the Group.

(b) Certain of the Group’s bank loan is guaranteed by a related company.

(c) Certain of the Group’s other borrowings are secured by the Group’s property, plant and equipment with an aggregate net
carrying amount before impairment of approximately RMB1,999,000 (2024: approximately RMB12,540,000).

(d) All the bank and other borrowings are denominated in RMB.
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27. Long service payment obligations

Pursuant to the Hong Kong Employment Ordinance, Chapter 57, Hong Kong employees that have been
employed continuously for at least five years are entitled to long service payment (“LSP”) under certain
circumstances (e.g. dismissal by employers or upon retirement).

The amount of LSP payable is determined with reference to the employee’s last monthly salary (capped at
HK$22,500) and the years of service, reduced by the amount of any accrued benefits derived from the
Group's contributions to MPF Scheme, with an overall cap of HK$390,000 per employee. Currently, the
Group does not have any separate funding arrangement in place to meet its LSP obligations.

In June 2022, the Hong Kong SAR Government (the "HK Government”) gazetted the Hong Kong
Employment and Retirement Schemes Legislation (Offsetting Arrangement) (Amendment) Ordinance 2022 (the
“Amendment Ordinance”) with effective on 1 May 2025 (the "Transition Date”). The Amendment
Ordinance abolishes the use of the accrued benefits derived from employers’ mandatory MPF contributions to
offset the LSP. Separately, the HK Government has indicated that it would launch a subsidy scheme to assist
employers after the abolition.

Among other things, once the abolition of the offsetting mechanism takes effect, an employer can no longer
use any of the accrued benefits derived from its mandatory MPF contributions (irrespective of the
contributions made before, on or after the Transition Date) to reduce the LSP in respect of an employee’s
service from the Transition Date. However, where an employee’s employment commenced before the
Transition Date, the employer can continue to use the above accrued benefits to reduce the LSP in respect
of the employee’s service up to that date. In addition, the LSP in respect of the service before the Transition
Date will be calculated based on the employee’s monthly salary immediately before the Transition Date and
the years of service up to that date.

The benefit payment under LSP remains capped at HK$390,000 per employee. If an employee’s total benefit
payment exceeds HK$390,000, the amount in excess of the cap is deducted from the portion accrued from
the Transition Date.

The Group assessed that there were no impacts of the LSP obligation due to the Amendment Ordinance on
the consolidated financial statements of the Group.

28. Share Capital

Authorised:

2025 2024
HK$’000 HK$'000
10,000,000,000 (2024: 10,000,000,000) ordinary shares

at par value of HK$0.01 each 100,000 100,000
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28. Share Capital (continued)

2025

HK$’000

Issued and fully paid:
2,025,858,916 (2024:
2,025,858,916) ordinary
shares at par value of
HK$0.01 each 20,259

Notes to Financial Statements

2024 2025

Equivalent to
HK$'000 RMB’000

20,259 17,568

31 December 2025

2024
Equivalent to
RMB'000

17,568

A summary of movements in the Company’s share

capital is as follows:

Number of Share capital

shares in issue Share capital equivalent to

HK$°000 RMB’000

At 31 December 2023 and 1 January 2024 2,025,858,916 20,259 17,568
At 31 December 2024 2,025,858,916 20,259 17,568
At 31 December 2024 and 1 January 2025 2,025,858,916 20,259 17,568
At 31 December 2025 2,025,858,916 20,259 17,568
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29. Employees Share Schemes

(a) Share Option Scheme

Pursuant to the shareholder’s resolutions of the Company passed on 3 June 2021, the Company has
adopted a share option scheme (the “Share Option Scheme”) for the purpose of providing
incentives and rewards to SO Eligible Participants (as defined hereinbelow) who will contribute and has
contributed to the success of the Group’s operations. SO Eligible Participants include any full-time or
part-time employees, executives or officers of the Company or any of its subsidiaries and any directors
(including executive directors, non-executive directors and independent non-executive directors) of the
Company or any of its subsidiaries. Upon becoming effective, the Share Option Scheme will remain in
force for 10 years from that date.

The maximum number of shares that may be issued upon the exercise of the options that may be
granted under the Share Option Scheme is 10% of the total number of issued shares as at the date of
the adoption of the Share Option Scheme. The aggregate number of shares which may be issued upon
the exercise of all options that may be granted under the Share Option Scheme has not exceeded 30%
of the shares in issue as at the latest practicable date. The maximum number of shares issuable under
share options to each SO Eligible Participant in the Share Option Scheme within any 12-month period
is limited to 1% of the shares of the Company in issue at any time. Any further grant of share options
in excess of this limit is subject to the issue of a circular by the Company and the shareholders’
approval in a general meeting.

Share options granted to a director, chief executive or substantial shareholder of the Company, or to
any of their associates, are subject to approval in advance by the independent non-executive directors.
In addition, any share options granted to a substantial shareholder or an independent non-executive
director of the Company, or to any of their associates, in excess of 0.1% of the shares of the
Company in issue at any time and with an aggregate value (based on the price of the Company’s
shares at the date of grant) in excess of HK$5,000,000 or such other sum as may be from time to
time provided under the Listing Rules, within any 12-month period, are subject to the issue of a
circular by the Company and the shareholders’ approval in advance in a general meeting.

An option may be exercised in accordance with the terms of the Share Option Scheme at any time
after the date upon which the option is deemed to be granted and accepted and prior to the expiry of
10 years from that date. The period during which an option may be exercised will be determined by
the board of directors of the Company in its absolute discretion, save that no option may be exercised
more than 10 years after it has been granted.

The exercise price of share options is determinable by the directors, but may not be less than the
highest of (i) the Stock Exchange of Hong Kong Limited closing price of the Company’s shares on the
date of offer of the share options; (ii) the average Stock Exchange of Hong Kong Limited closing price
of the Company’s shares for the five trading days immediately preceding the date of offer; and (iii) the
nominal value of a share of the Company.

Share options do not confer rights on the holders to dividends or to vote at shareholders’ meetings.

On 23 July 2021, the Company granted 594,000 share options to the grantees, including certain
employees of the Group.
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29. Employees Share Schemes (continued)

(a) Share Option Scheme (continued)
The exercise price of the outstanding share options granted on 23 July 2021 was HK$8.964 per share.

The closing price of the Company’s shares on 23 July 2021, the date of grant, was HK$8.240 per
share.

The share options granted to the grantees are exercisable during the following periods:

Share options granted on 23 July 2021

The following share options were outstanding under the Scheme during the year:

(i) up to 25% of the share options granted to each grantee at any time from 15 April 2022;
(i) up to 50% of the share options granted to each grantee at any time from 15 April 2023;

(iii) up to 100% of the share options granted to each grantee at any time from 15 April 2024; and,
in each case, not later than 14 April 2026.

2025 2024

Weighted Weighted
average Number of average Number of
exercise price options exercise price options

HK$ per share HK$ per share
At 1 January 8.964 270,000 8.964 270,000
Cancelled during the year n/a - n/a —
Lapsed during the year n/a 81,000 n/a S
At 31 December 8.964 189,000 8.964 270,000

The following inputs were used to calculate the fair values of the share options granted:

Options granted on

23 July 2021
Dividend yield (%) 1.16
Expected volatility (%) 60.22
Risk-free interest rate (%) 0.35
Expected life of options (year) 4
Weighted average share price (HK$ per share) 8.964

HK$1.00 is payable for acceptance of grant of share options by each grantee. The fair value of the
share options granted on 23 July 2021 determined at the date of grant using the Binomial models (the
“Models”) was approximately RMB1,968,000.
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29. Employees Share Schemes (continued)

(a)

(b)

Share Option Scheme (continued)

The Models have been used to estimate the fair value of the share options. The variables and
assumptions used in computing the fair value of the share options are based on the directors’ best
estimate. Changes in variables and assumptions may result in changes in the fair value of the share
options.

At each reporting date, the Group revises its estimates of the number of share options that are
expected to ultimately vest. The impact of the revision of the estimates, if any, is recognised in profit
or loss, with a corresponding adjustment to the equity-settled share option reserve.

At 31 December 2025, the number of shares in respect of which options had been granted and
remained outstanding under the Share Option Scheme was 189,000 (2024: 270,000), representing
0.0093% (2024: 0.0133%) of the shares of the Company in issue at that date. The exercise in full of
the outstanding share options would, under the present capital structure of the Company, result in the
issue of 189,000 (2024: 270,000) additional ordinary shares of the Company and additional share
capital of HK$1,890 (2024: HK$2,700) (before issue expenses).

The Group recognised no gains or expenses for the year ended 31 December 2025 (2024: total
expense of approximately RMB39,000) in relation to share options granted by the Company with
corresponding change in share option reserve.

The number of share options granted that are expected to be vested has been reduced to reflect the
management’s best estimate of lapse of options granted prior to the completion of the vesting period
and accordingly the share option expense has been adjusted. At the end of the reporting period, the
Group revised its estimates of the number of options that are expected to ultimately vest.

Share Award Scheme

The share award scheme was adopted by the Board on 23 July 2021 (the “Share Award Scheme”)
in order to recognise the contributions by certain employees including certain former executive directors
of the Company and/or members of the Group (the “SA Eligible Participant”). Subject to the rules
of the Share Award Scheme (the “Scheme Rules”), the Board may, from time to time, at its absolute
discretion select any SA Eligible Participant (other than any excluded participant as defined under the
Scheme Rules) for participation in the Share Award Scheme as a selected participant (the “Selected
Participant”), and determine the number of shares to be granted to the Selected Participant.

The Share Award Scheme shall be valid and effective for a term of 10 years commencing on the date
of adoption. Pursuant to the Share Award Scheme, the trustee, Computershare Hong Kong Trustees
Limited and any additional or replacement trustee, shall purchase from the open market or subscribe
for the relevant number of shares awarded and shall hold such shares on trust for the Selected
Participants until they are vested in the relevant Selected Participant in accordance with the provisions
of the Share Award Scheme. The Board, through its authorised representative(s), shall cause to pay to
the trustee the subscription or purchase price for the shares and the related expenses from the
Company’s resources.

The Board shall not make any further award of awarded shares which will result in the total number
of shares granted under the Share Award Scheme exceeding 5% of the total number of issued Shares
of the Company from the date of adoption. If the relevant subscription or purchase would result in the
trustee holding in aggregate, more than 5% of the total number of issued shares of the Company as
of the adoption date, the trustee shall not subscribe or purchase any further shares.
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29. Employees Share Schemes (continued)

(b) Share Award Scheme (continued)
On 23 July 2021, the Board resolved to grant a total of 1,444,000 awarded shares to 16 eligible
participants under the Share Award Scheme. The awarded shares shall be vested in three tranches in
accordance with the following dates: (i) 25% shall be vested on 15 April 2022; (ii) 25% shall be vested
on 15 April 2023; and (iii) the remaining 50% shall be vested on 15 April 2024, or an earlier date as
approved by the Board.

The fair value of the Share Award Scheme at the grant date approximated to the market value of the
shares which is calculated based on the closing price of the shares as at the date of grant of the

awarded shares.

Movements in the number of awarded shares are as follows:

2025 2024

Number of Number of

shares shares

awarded awarded

At 1 January = 396,000
Lapsed - e
Vested = (396,000)

At 31 December - —

Under the Share Award Scheme, no share-based compensation expense was recognised by the Group
during the year ended 31 December 2025 (2024: RMB289,000).

30. Reserves

The amounts of the Group’s reserves and the movements therein for the current and prior years are
presented in the consolidated statement of changes in equity.

(a) Merger reserve
The merger reserve of the Group comprised the combined issued capital of the subsidiaries now
comprising the Group arising from the reorganisation as mentioned in the prospectus of the Company
dated 19 October 2020.
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30. Reserves (continued)

(b) Capital reserve

(©)

In March 2020, as part of the reorganisation, Guangdong Hejing Youhuo, a wholly-owned subsidiary of
the Company, acquired 100% equity interests in Ningjun Property and its subsidiaries with a capital
injection of RMB63,000,000 to Ningjun Property and a cash consideration of RMB34,550,000 to Total
Super, a wholly-owned subsidiary of KWG Holdings. As both parties were under control of KWG
Holdings before and after the combination and such control was not provisional, this combination was
a business combination involving entities under common control. The difference of RMB27,550,000
between (i) the cash consideration of RMB34,550,000 and (ii) the outstanding merger reserve of
RMB7,000,000 was debited to the capital reserve.

On 24 June 2020, KWG Holdings, the then sole shareholder of Happy Harmony, which in turn holds
one ordinary share of the Company, approved the transfer of the entire issued share capital of Happy
Harmony (the “Transferred Share”) to an employee (the “Employee”), at a consideration of
US$6,075,000. The consideration was fully settled on 24 June 2020 and has been funded by an
interest-free loan from Mr. KONG Jianmin (the “Loan”), one of the Company’s controlling
shareholders. Upon completion of the aforesaid share transfer and immediately after the subscription of
35 shares of the Company by KWG Holdings at par on 24 June 2020, KWG Holdings and the
Employee through Happy Harmony held 97.22% and 2.78% equity interests in the Company,
respectively. The share transferred to the Employee constitutes a share-based payment arrangement
under HKFRS 2 Share-based Payment and the share-based payment expense which represents the
difference of RMB320,000 between (i) the fair value of the Transferred Share and (ii) the consideration
of US$6,075,000 was charged to profit or loss as an expense in full immediately upon the completion
of the share transfer with a corresponding increase in capital reserve of approximately RMB320,000
during the year ended 31 December 2021. The deemed interest expense of the Loan to the Employee,
calculated based on the outstanding Loan principal and a general market interest rate that the
Employee could possibly obtain from financial institutions in Hong Kong on an arm’s length basis as of
the date of the Loan agreement entered into between Mr. KONG Jianmin and the Employee, was
charged to profit or loss with a corresponding increase in capital reserve of approximately
RMB1,189,000 during the year ended 31 December 2025 (2024: approximately RMB1,189,000) to
reflect the contribution to the Company from Mr. KONG lJianmin, one of the Company’s controlling
shareholders.

Employee share-based compensation reserve

On 25 March 2022, the Group acquired Living Technology with 80% of equity interests. Before the
acquisition, Living Technology has adopted an equity incentive plan granting share-based awards (the
“Award"”) by its original shareholder to specific employees containing with service vesting condition
period from 1 September 2020 to 31 August 2022. The portion relating to the acquisition date fair
value based measure of the Award that was attributable to precombination service was recognised as
non-controlling interest and the portion relating to any remaining postcombination service was
recognised as share-based compensation expenses with a corresponding increase in capital reserve of
approximately RMB3,776,000 in the Group’s consolidated financial statements.

No expenses or gains were recognised in profit or loss under the Share Option Scheme and the Share
Award Scheme during the year ended 31 December 2025, and there were no corresponding
movements in reserve (2024: an increase in reserve of approximately RMB39,000 under the Share
Option Scheme and an increase of approximately RMB289,000 under the Share Award Scheme). Details
of the employees’ share schemes are disclosed in note 29 to the financial statements.
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30. Reserves (continued)

(d) Statutory surplus funds

In accordance with the PRC Company Law and the articles of association of the subsidiaries established
in the PRC, the Group is required to appropriate 10% of its net profit after tax, as determined under
the Chinese Accounting Standards, to the statutory surplus funds until the reserve balance reaches
50% of its registered capital. Subject to certain restrictions set out in the relevant PRC regulations and
in the articles of association of these subsidiaries, the statutory surplus funds may be used either to
offset losses, or to be converted to increase the share capital of the subsidiaries provided that the
balance after such conversion is not less than 25% of the registered capital of them. The reserve
cannot be used for purposes other than those for which it is created and is not distributable as cash
dividends.

31. Partly-owned Subsidiaries with Material Non-controlling Interests

Details of the Group’s subsidiary that has material non-controlling interests is set out below:

Percentage of equity interest held by non-controlling interests:
Living Technology 20% 20%

2025 2024
RMB’000 RMB’000

Profit for the year allocated to non-controlling interests:
Living Technology 2,562 7,080

Dividends paid to non-controlling interests:
Living Technology 3,830 4,371

Accumulated balances of non-controlling interests at the reporting
date:
Living Technology 186,086 187,354
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(continued)

31. Partly-owned Subsidiaries with Material Non-controlling Interests

The following tables illustrate the summarised financial information of Living Technology. The amounts

disclosed are before any inter-company eliminations:

2025 2024

RMB’000 RMB'000

Revenue 1,258,011 1,293,737
Total expenses (1,245,201) (1,258,336)
Profit and total comprehensive income for the year 12,810 35,401
2025 2024

As at 31 December RMB’000 RMB'000
Current assets 1,376,507 1,333,610
Non-current assets 654,381 672,509
Current liabilities (940,640) (920,473)
Non-current liabilities (16,345) (20,722)
2025 2024

RMB’000 RMB’000

Net cash flows from/(used in) operating activities 92,298 (17,482)
Net cash flows from/(used in) investing activities 214 (67,053)
Net cash flows used in financing activities (4,703) (5,388)
Net increase/(decrease) in cash and cash equivalents 87,809 (89,923)
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32. Notes to the Consolidated Statement of Cash Flows

(a)

(b)

Major non-cash transactions

During the year, the Group had non-cash additions to right-of-use assets and lease liabilities of
approximately RMB17,189,000 (2024: approximately RMB2,165,000) and approximately RMB16,801,000
(2024: approximately RMB2,165,000), respectively, in respect of lease arrangements for buildings.

Changes in liabilities arising from financing activities
The reconciliation of liabilities arising from financing activities is as follows:

Interest-

Lease bearing
liabilities borrowings Total
RMB'000 RMB'000 RMB'000
At 1 January 2025 5,920 524,125 530,045
Changes from financing cash flows (10,117) (109,793) (119,910)
Interest expense 507 - 507

Interest paid classified as operating cash

flows (507) = (507)
Other non-cash movements 16,801 = 16,801
At 31 December 2025 12,604 414,332 426,936

Interest-

Lease bearing
liabilities borrowings Total
RMB'000 RMB'000 RMB'000
At 1 January 2024 6,761 637,009 643,770
Changes from financing cash flows (3,006) (112,884) (115,890)
Interest expense 253 — 253

Interest paid classified as operating cash

flows (253) — (253)
Other non-cash movements 2,165 = 2,165
At 31 December 2024 5,920 524,125 530,045
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32.

33.

34.

35.

Notes to the Consolidated Statement of Cash Flows (continued)

(c) Total cash outflow for leases
The total cash outflow for leases included in the statement of cash flows is as follows:

2025 2024
RMB’000 RMB’000

Within operating activities 19,659 25,367
Within financing activities 10,117 3,006
29,776 28,373

Financial Guarantee

Certain revenue and income of the Group generated and to be generated from provision of property
management services to the owners or tenants of certain properties, was used to guarantee certain bank
loans of certain entities controlled by the ultimate holding company of the Company during the period of
the financial guarantee contracts. During the year ended 31 December 2025, such revenue and income of
the Group was RMB970,000 (2024: RMB970,000). The Group assessed that the fair value at initial
recognition of the financial guarantee and the ECL allowance during the year were not significant.

Pledge of Assets

At 31 December 2025 and 2024, the Group's assets pledged to certain banks to secure the general banking
and other borrowing facilities granted to the Group are included in notes 13, 21, 22 and 26, respectively, to
the financial statements.

Details of the guarantee given by the Group to banks in connection with certain bank loans granted to
certain entities controlled by the ultimate holding company of the Company is included in note 33 to the
financial statements.

Commitments
At the end of the reporting period, the Group did not have any significant commitments.
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Notes to Financial Statements
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36. Related Party Transactions

(a) In addition to the transactions detailed elsewhere in these financial statements, the Group had the

following transactions with related parties during the year:
2025 2024
RMB’000 RMB’000

Residential property management service income:

Subsidiaries, joint ventures and associates of KWG Holdings* 147,230 226,695
An associate of the Group 10,945 6,147
158,175 232,842

Non-residential property management and commercial service
income:
Subsidiaries and joint ventures of KWG Holdings 155,876 181,639

Cost and expenses:

Subsidiaries and joint ventures of KWG Holdings 16,537 14,140
An associate of the Group 4,853 —
21,390 14,140

Information technology expenses:
KWG Holdings 2,000 2,000

* KWG Holdings is ultimately controlled by Plus Earn.

The prices for the above service fees and other transactions were determined in accordance with the
terms mutually agreed by the contracting parties.

(b) Other transactions with related parties
Details of the guarantee given by the Group to banks in connection with certain bank loans granted to
certain entities controlled by the ultimate holding company of the Company are included in note 33 to
the financial statements.

Details of the guarantee given by an entity controlled by the ultimate holding company of the

Company in connection with a bank loan granted to the Group are included in note 26 to the financial
statements.
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36. Related Party Transactions (continued)

(c) Outstanding balances with related parties

2025 2024
RMB’000 RMB’'000

Prepayments and receivables from related parties
Trade receivables

Subsidiaries, joint ventures and associates of KWG Holdings 2,408,719 2,228,238
An associate of the Group 6,536 2,950
2,415,255 2,231,188

Prepayments and other receivables

Subsidiaries and joint ventures of KWG Holdings 727 5,225
An associate of the Group 313 —
1,040 5,225

Payables to related parties
Trade payables

Subsidiaries and joint ventures of KWG Holdings 16,605 3,695
An associate of the Group 4,509 =
21,114 3,695

Other payables
Subsidiaries and joint ventures of KWG Holdings 21,460 10,254

Lease liabilities
Subsidiaries of KWG Holdings 688 889

Contract liabilities
Subsidiaries and joint ventures of KWG Holdings 2,793 893

The Group’s outstanding balances of trade receivables, trade payables, lease liabilities and contract
liabilities with related parties are trade in nature; and the outstanding balances of other receivables
and other payables with related parties are non-trade in nature.
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36. Related Party Transactions (continued)

(d) Compensation of key management personnel of the Group

2025 2024
RMB’000 RMB’'000

Salaries, allowances and benefits in kind 5,005 7,448
Share-based payment expenses — 146
Pension scheme contributions 202 197

5,207 7,791

Further details of directors’ and the chief executive’'s emoluments are included in note 8 to the
financial statements.

37. Financial Instruments by Category
The carrying amounts of each of the categories of financial instruments as at the end of the reporting period

are as follows:
2025 2024
RMB’000 RMB’000

Financial assets
Financial assets at amortised cost

Trade receivables 2,742,282 2,783,640

Financial assets included in prepayments, other receivables and
other assets 545,590 555,640
Restricted cash 60,561 62,478
Cash and cash equivalents 1,219,248 1,145,614
4,567,681 4,547,372
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37. Financial Instruments by Category (continued)

2025 2024
RMB’000 RMB’000

Financial liabilities
Financial liabilities at amortised cost

Trade payables 684,734 609,032
Lease liabilities 12,604 5,920
Financial liabilities included in other payables and accruals 684,737 636,062
Interest-bearing bank and other borrowings 414,332 524,125

1,796,407 1,775,139

38. Fair Value and Fair Value Hierarchy of Financial Instruments

The carrying amounts and fair values of the Group’s financial instruments, other than those with carrying
amounts that reasonably approximate to fair values, are as follows:

Carrying amounts Fair values
2025 2024 2025 2024
RMB’000 RMB’000 RMB’000 RMB’000
Financial liabilities
Interest-bearing bank and other
borrowings 414,332 524,125 410,564 524,823

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

The Group's finance department is responsible for determining the policies and procedures for the fair value
measurement of financial instruments.

The fair values of the financial assets are included at the amount at which the instrument could be
exchanged in a current transaction between willing parties, other than in a forced or liquidation sale. The
following methods and assumptions were used to estimate the fair value:

The fair values of the non-current portion of interest-bearing bank and other borrowings have been
calculated by discounting the expected future cash flows using rates currently available for instruments with
similar terms, credit risk and remaining maturities. The changes in fair value as a result of the Group’s own
non-performance risk for interest-bearing bank and other borrowings as at 31 December 2025 were assessed
to be insignificant.
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38. Fair Value and Fair Value Hierarchy of Financial Instruments (continued)

The fair value of lease liabilities has been calculated by discounting the expected future cash flows using
rates currently available with similar terms, credit risk and remaining maturities.

Liabilities for which fair values are disclosed:
As at 31 December 2025

Fair value measurement using

Quoted prices Significant Significant
in active observable unobservable

markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
RMB’000 RMB’000 RMB’000 RMB’000

Interest-bearing bank and other
borrowings = 410,564 = 410,564

As at 31 December 2024

Fair value measurement using

Quoted prices Significant Significant
in active observable unobservable
markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
RMB’000 RMB'000 RMB’000 RMB'000
Interest-bearing bank and other
borrowings = 524,823 = 524,823

39. Financial Risk Management Objectives and Policies
The Group's principal financial instruments comprise cash and cash equivalents, restricted cash, trade and
other receivables, and trade and other payables, which arise directly from its operations. The Group has
other financial assets and liabilities such as interest-bearing bank and other borrowings, and lease liabilities.
The main purpose of these financial instruments is to raise finance for the Group’s operations.

The main risks arising from the Group’s financial instruments are foreign currency risk, credit risk, liquidity
risk and interest rate risk. The Group’s overall risk management programme focuses on minimising potential
adverse effects of these risks, with a material impact, on the Group’s financial performance. The board of
directors of the Company reviews and agrees policies for managing each of these risks and they are
summarised below.
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39. Financial Risk Management Objectives and Policies (continued)

(a) Foreign currency risk

The Group’s most businesses are mainly located in Chinese Mainland and the transactions are mainly
conducted in RMB. Most of the Group’s assets and liabilities are denominated in RMB. The Group's
foreign currency exposures mainly arise from cash, bank deposits, other receivables, and other payables
denominated in currencies other than the unit’s functional currencies as at 31 December 2025 and
2024.

The following table demonstrates the sensitivity to a reasonably possible change in the exchange rates
of HK$ and US$, with all other variables held constant, of the Group's profit before tax.

Increase/
Change in (decrease) Increase/
foreign in profit (decrease) in
currency rate before tax equity*
RMB’000 RMB’000
2025
If RMB weakens against HK$ 5% (19) 39,701
If RMB strengthens against HK$ 5% 19 (39,701)
If RMB weakens against US$ 5% = =
If RMB strengthens against US$ 5% - -
2024
If RMB weakens against HK$ 5% (4,950) 42,726
If RMB strengthens against HK$ 5% 4,950 (42,726)
If RMB weakens against US$ 5% (1,525) (1,525)
If RMB strengthens against US$ 5% 1,525 1,525
* Excluding retained profits.

(b) Credit risk

The Group is exposed to credit risk in relation to its trade receivables, other receivables, cash and cash
equivalents and restricted cash.

The Group expects that there is no significant credit risk associated with cash and cash equivalents and
restricted cash since they are substantially deposited at state-owned banks and other medium or
large-sized listed banks in Chinese Mainland. Management does not expect that there will be any
significant losses from non-performance by these banks.
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39. Financial Risk Management Objectives and Policies (continued)

(b) Credit risk (continued)
There are no significant concentrations of credit risk for trade receivables and other receivables from
third parties as the customer bases of the Group’s trade receivables and other receivables from third
parties are widely dispersed. In addition, receivable balances are monitored on an ongoing basis.

Maximum exposure and year-end staging

The tables below show the credit quality and the maximum exposure to credit risk based on the
Group’s credit policy, which is mainly based on past due information unless other information is
available without undue cost or effort, and year-end staging classification as at
31 December 2025 and 2024. The amounts presented from third parties are gross carrying amounts for
financial assets.

31 December 2025

12-month
ECLs Lifetime ECLs

Simplified
Stage 1 Stage 2 Stage 3 approach Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Trade receivables* = = — 4,136,523 4,136,523
Financial assets included in

prepayments, other

receivables and other assets

— Normal** 366,559 = = = 366,559

— Doubtful** = 321,418 = = 321,418
Restricted cash

— Not yet past due 60,561 = = = 60,561
Cash and cash equivalents

— Not yet past due 1,219,248 = = = 1,219,248

A guarantee given to banks
in connection with certain
bank loans granted to
certain entities controlled
by the ultimate holding
company of the Company
— Bank loans drawn and
not yet past due 970 - - - 970

1,647,338 321,418 — 4,136,523 6,105,279
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39. Financial Risk Management Objectives and Policies

(b) Credit risk (continued)

Maximum exposure and year-end staging (continued)

31 December 2024

(continued)

12-month
ECLs Lifetime ECLs
Simplified
Stage 1 Stage 2 Stage 3 approach Total
RMB’000 RMB’'000 RMB’'000 RMB’'000 RMB’'000
Trade receivables* = = = 3,805,535 3,805,535
Financial assets included in
prepayments, other
receivables and other assets
— Normal** 386,599 = = = 386,599
— Doubtful** — 292,814 — — 292,814
Restricted cash
— Not yet past due 62,478 = = = 62,478
Cash and cash equivalents
— Not yet past due 1,145,614 = = = 1,145,614
A guarantee given to banks
in connection with certain
bank loans granted to
certain entities controlled
by the ultimate holding
company of the Company
— Bank loans drawn and
not yet past due 970 = = = 970
1,595,661 292,814 - 3,805,535 5,694,010
* For trade receivables to which the Group applies the simplified approach for impairment, information based on the

provision matrix is disclosed in note 21 to the financial statements.

e The credit quality of the financial assets included in prepayments, other receivables and other assets is considered to
be “normal” when they are not past due and there is no information indicating that the financial assets had a
significant increase in credit risk since initial recognition. Otherwise, the credit quality of the financial assets is

considered to be “doubtful”.
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39. Financial Risk Management Objectives and Policies (continued)

(c) Liquidity risk
Liquidity risk is the risk that the Group will encounter difficulty in meeting financial obligation due to
shortage of funds. The Group’s exposure to liquidity risk arises primarily from mismatches of the
maturities of financial assets and liabilities. The Group’s objective is to maintain a balance between
continuity of funding to finance its working capital needs as well as capital expenditure.

The table below analyses the maturity profile of the Group’s financial liabilities as at the end of the
reporting period, which is based on contractual undiscounted payments.

As at 31 December 2025

On Less than 1to 2 to Over
demand 1 year 2 years 5 years 5 years Total

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Trade payables 151,865 532,869 = = — 684,734
Lease liabilities = 6,773 4,533 835 1,719 13,860
Interest-bearing bank and other

borrowings 54,468 97,509 136,066 148,811 — 436,854
Financial liabilities included in

other payables and accruals 275,636 355,286 8,020 45,795 — 684,737

A guarantee given to banks in
connection with certain bank
loans granted to certain
entities controlled by the
ultimate holding company of
the Company 970 - - - - 970

482,939 992,437 148,619 195,441 1,719 1,821,155

As at 31 December 2024

On  Less than 1 to 2 to Over
demand 1 year 2 years 5 years 5 years Total
RMB'000  RMB'000  RMB'000  RMB’000  RMB'000  RMB'000

Trade payables 138,559 470,473 = = = 609,032
Lease liabilities = 2,567 898 2,214 700 6,379
Interest-bearing bank and other

borrowings 56,595 94,242 146,520 283,612 = 580,969
Financial liabilities included in

other payables and accruals 240,155 329,831 8,020 58,056 = 636,062

A guarantee given to banks in
connection with certain
bank loans granted to
certain entities controlled
by the ultimate holding
company of the Company 970 = — = = 970

436,279 897,113 155,438 343,882 700 1,833,412
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39. Financial Risk Management Objectives and Policies (continued)

(d) Interest rate risk
The Group has no significant interest-bearing assets. The Group’s exposure to changes in market
interest rates relates primarily to the Group’s bank loans with floating interest rates. The Group has
not used any interest rate swaps to hedge its cash flow interest rate risk.

The following table demonstrates the sensitivity to a reasonably possible change in interest rates, with
all other variables held constant, of the Group’s profit before tax (through the impact on floating rate
borrowings).

Increase/
Increase/ (decrease)
(decrease) in in profit
basis points before tax
RMB’000

2025
RMB 200 (6,667)
RMB (200) 6,667
Increase/
Increase/ (decrease)
(decrease) in in profit
basis points before tax
RMB’000

2024
RMB 200 (79)
RMB (200) 79
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39. Financial Risk Management Objectives and Policies (continued)

(e) Capital management
The primary objectives of the Group’s capital management are to safeguard the Group’s ability to
continue as a going concern and to maintain a healthy capital ratio in order to support its business
and maximise shareholders’ value.

The Group manages its capital structure and makes adjustments to it in light of changes in economic
conditions and the risk characteristics of the underlying assets. To maintain or adjust the capital
structure, the Group may adjust the dividend payment to shareholders, return capital to shareholders
or issue new shares. No change was made in the objectives, policies or processes for managing capital
during the years ended 31 December 2024 and 2023.

The Group monitors capital using a current ratio, which is total current assets divided by total current
liabilities, and a liabilities to assets ratio, which is total liabilities divided by total assets. The current
ratios and liabilities to assets ratios at the end of the reporting periods are as follows:

2025 2024
RMB’000 RMB’000

Total current assets 4,718,332 4,686,681
Total current liabilities 2,824,611 2,548,523
Total assets 5,975,991 6,184,524
Total liabilities 3,182,599 3,042,413
Current ratio 1.67 1.84
Liabilities to assets ratio 0.53 0.49

40. Event after the reporting period
There were no material events of the Group subsequent to 31 December 2025 and up to the reporting date.
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41. Statement of Financial Position of the Company
Information about the statement of financial position of the Company at the end of the reporting period is

as follows:
2025 2024
RMB’000 RMB’000

CURRENT ASSETS

Cash and cash equivalents 381 129,516
Prepayments, other receivables and other assets 2,260,266 2,196,930
Total current assets 2,260,647 2,326,446

CURRENT LIABILITIES

Other payables and accruals 30,614 29,922
Total current liabilities 30,614 29,922
NET CURRENT ASSETS 2,230,033 2,296,524
TOTAL ASSETS LESS CURRENT LIABILITIES 2,230,033 2,296,524
NET ASSETS 2,230,033 2,296,524
EQUITY

Share capital 17,568 17,568
Reserves (note) 2,212,465 2,278,956
TOTAL EQUITY 2,230,033 2,296,524
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41. Statement of Financial Position of the Company (continued)
Note:

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

Employee
share-based
Share  compensation Exchange  Accumulated
premium reserve reserve losses Total
RMB’000 RMB'000 RMB’000 RMB’000 RMB'000
At 1 January 2024 2,189,462 3,543 94,249 (48,157) 2,239,097
Loss for the year — — . (5,893) (5,893)
Other comprehensive income for the year:
Exchange differences on translation into presentation currency = = 45,424 = 45,424
Total comprehensive income/(loss) for the year — — 45,424 (5,893) 39,531
Share-based compensation expenses = 328 = = 328
At 31 December 2024 2,189,462 3,871 139,673 (54,050) 2,278,956
At 1 January 2025 2,189,462 3,871 139,673 (54,050) 2,278,956
Loss for the year - - - (8,978) (8,978)
Other comprehensive loss for the year:
Exchange differences on translation into presentation currency - - (57,513) - (57,513)
Total comprehensive loss for the year - - (57,513) (8,978) (66,491)
At 31 December 2025 2,189,462 3,871 82,160 (63,028) 2,212,465

42. Approval of the Financial Statements

The financial statements were approved and authorised for issue by the board of directors on 31 March
2026.
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@ Five Years Financial Summary

A summary of the results and of the assets, liabilities and equity of the Group for the last five financial years, as
extracted from the audited financial statements, is set out below:

Year ended 31 December

2025 2024 2023 2022 2021
RMB’000 RMB’'000 RMB'000 RMB'000 RMB'000

RESULTS
REVENUE 3,329,875 3,573,469 3,848,973 4,025,711 3,255,446
Cost of sales (2,500,434) (2,690,811) (2,666,609) (2,785,151) (2,029,338)
Gross profit 829,441 882,658 1,182,364 1,240,560 1,226,108
Other income and gains 19,516 121,329 46,483 84,177 26,606
Selling and distribution expenses (5,155) (5,488) (4,314) (4,598) (4,795)
Administrative expenses (428,307) (471,595) (507,409) (542,838) (333,176)
Other expenses, net (543,070) (1,049,953) (548,181) (634,166) (22,842)
Finance costs (19,195) (33,036) (35,464) (22,906) (261)
Share of profit and loss of:

Joint ventures (1,890) 7,029 4,712 1,164 (836)

Associates (614) 127 1,784 2,040 1,949
(LOSS)/PROFIT BEFORE TAX (149,274) (548,929) 139,975 123,433 892,753
Income tax expenses (167,013) (9,730) (77,657) (63,582) (208,436)
(LOSS)/PROFIT FOR THE YEAR (316,287) (558,659) 62,318 59,851 684,317
Attributable to:

Owners of the parent (313,764) (572,282) 30,303 3,412 674,843

Non-controlling interests (2,523) 13,623 32,015 56,439 9,474

(316,287) (558,659) 62,318 59,851 684,317

As at 31 December

2025 2024 2023 2022 2021
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

ASSETS, LIABILITIES AND EQUITY

TOTAL ASSETS 5,975,991 6,184,524 6,894,358 6,944,691 5,002,071
TOTAL LIABILITIES 3,182,599 3,042,413 3,184,955 3,516,172 1,486,185
TOTAL EQUITY 2,793,392 3,142,111 3,709,403 3,428,519 3,515,886
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