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Deloitte.

INDEPENDENT AUDITOR'S REPORT
L% R AT

TO THE DIRECTORS OF

HUATAI FINANCIAL HOLDINGS
(HONG KONG) LIMITED
(Incorporated in Hong Kong with limited
liability)

Opinion

We have audited the consolidated financial

statements of Huatai Financial Holdings (Hong

Kong) Limited (the "Company") and its
subsidiaries (collectively referred to as the
"Group") set out on pages 8 to 154, 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, consolidated

statement of changes in equity and consolidated
statement of cash flows for the year then ended,

and notes to the consolidated financial
statements, including material accounting
policy information and other explanatory
information.

In our opinion, the consolidated financial
statements give a true and fair view of the
consolidated financial position of the Group as
at 31 December 2025, and of its consolidated

financial performance and its consolidated cash

flows for the year then ended in accordance
with HKFRS Accounting Standards as issued
by the Hong Koeng Institute of Certified Public
Accountants ("HKICPA").

Leap Forward Bloom Beyond
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INDEPENDENT AUDITOR'S REPORT
LR &

TO THE DIRECTORS OF

HUATAI FINANCIAL HOLDINGS
(HONG KONG) LIMITED

- continued

(Incorporated in Hong Kong with limited
liability)

Basis for Opinion

We conducted our audit in accordance with
Hong Kong Standards on Auditing ("HKSAs")
issued by the HKICPA. Our responsibilities
under those standards are further described in
the Auditor's Responsibilities for the Audit of

the Consolidated Financial Statements section of

our report. We are independent of the Group in
accordance with the HKICPA's Code of Ethics
for Professional Accountants (the "Code") as
applicable to audits of financial statements of
public interest entities. We have also fulfilled
our other ethical responsibilities in accordance
with the Code. We believe that the audit
evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Responsibilities of Directors and Those
Charged with Governance for the
Consolidated Financial Statements

The directors of the Company are responsible
for the preparation of the consolidated financial
statements that give a true and fair view in
accordance with HKFRS Accounting Standards
as issued by the HKICPA, and 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.
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INDEPENDENT AUDITOR'S REPORT
LB T

TO THE DIRECTORS OF

HUATAI FINANCIAL HOLDINGS
(HONG KONG) LIMITED

- continued

{Incorporated in Hong Kong with limited
liability)

Responsibilities of Directors and Those
Charged with Governance for the
Consolidated Financial Statements

- continued

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

Those charged with governance 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 our agreed terms of
engagement, and for no other purpose. We do
not assume responsibility towards or accept
liability to any other person for the contents of
this report. Reasonable assurance is a high
level of assurance, but is not a guarantee that an
audit conducted in accordance with HKSAs will
always detect a material misstatement when it
exists. Misstatements can arise from fraud or
error and are considered material if,
individually or in the aggregate, they could
reasonably be expected to influence the
economic decisions of users taken on the basis
of these consolidated financial statements.
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INDEPENDENT AUDITOR'S REPORT
AL R

TO THE DIRECTORS OF

HUATAI FINANCIAL HOLDINGS
(HONG KONG) LIMITED

- continued

(Incorporated in Hong Kong with limited
liability)

Auditor's Responsibilities for the Audit of
the Consolidated Financial Statements
- continued

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

e 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.

¢ 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.

e Evaluate the appropriateness of accounting
policies used and the reasonableness of
accounting estimates and related disclosures
made by the directors.
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INDEPENDENT AUDITOR'S REPORT
LA SR

TO THE DIRECTORS OF

HUATAI FINANCIAL HOLDINGS
(HONG KONG) LIMITED

- continued

(Incorporated in Hong Kong with limited
liability)

Auditor's Responsibilities for the Audit of
the Consolidated Financial Statements
- continued

¢ 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.

+ FEvaluate 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.

HERSRMBREEERATEY - 44

(REET L HIH IRA F])

BHERAE R S S M BREARBNELE - 4

WEFRAGERE SR ERNEE HE
HiaEsh. RIBFIERRERERE, HeER
B ERBIERE A WO E I EE

. PET0 R RER BN R R HR AL S R
NELEERER. MARMRBAFEER
AEEEN, RIFBEABEARE PRHE
R ERGS B RER PR R E.
BRERMARERE, RBRMEEERIE
AR ER. R R ZERIZIETR
T HIEFTRBRERTBE. AW, RRE
IRE B A RE BB B R R R

o FHALFEMTERRIBHIRITN., g
A, BEEE, URGSHBRERE
B ERWRZ S MEIH,
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INDEPENDENT AUDITOR'S REPORT
1 3L SR

TO THE DIRECTORS OF

HUATAI FINANCIAL HOLDINGS
(HONG KONG) LIMITED

- continued

(Incorporated in Hong Kong with limited
liability)

Auditor's Responsibilities for the Audit of
the Consolidated Financial Statements
- continued

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

We communicate with those charged with
governance 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.

The engagement partner on the audit resulting in
this independent auditor's report is CHU, Wai
Chung (practicing certificate number: P07024).

A

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

28 April 2026

HEZCMIPTREBERATNEE - #
(BB TH LI F R4 7))

BHARE RSN B RERBNELE - #

o FIEMREEREER, UHEEER
RUNEHEMNMBEARERAL.
EEMEREE, UWMEAERESRER
BHRETEROZEE. RMARHD
REREHET B ORENES TIEET
RE. BEMER. RAREHEREA
EEHMEL.

FrEMh TR, BFEAER IS T 5
MU . Aol 2, EREFER
%, BREBMAEES PHA S A0
ERE-WN/SE

BEARREFT IR BB R 1
FEITEE AR ABRIEBEREEERE.
P07024).

R R BT R
P
B

—FINENA - TAH
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HUATAI FINANCIAL HOLDINGS (HONG KONG) LIMITED
EFRSMEREE)ARAR

CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND
OTHER COMPREHENSIVE INCOME

FOR THE YEAR ENDED 31 DECEMBER 2025
HemumkHMEmEkER

BZE 2025 12 A 31 IR

NOTES
F¥eE
Revenue A 5
- Revenue from contracts with - RIEBFIGIBRS
customers within the scope HERIE 15 5%
of HKFRS 15 REFFEHEA
- Interest under effective - RIBEEFIRE
interest method FHEBF R
- Others - Hih
Other income HAE N 6
Staff costs B TR 7
Finance costs b B A 8
Depreciation s 10
Ameortisation HESH 10
Provision for FEHME BRE51R
expected credit loss e 9
Other operating expenses HAmR = & 9
Profit/(loss) before taxation AT R/ (R518) 10
Income tax expense IR 11
Profit/(loss) after taxation ALA% R/ (E54R)

— 96 —

2025 2024
HK$ HK$
1,858,774,399 (421,784,869)
1,250,259,355 434,798,704
217,337,062 171,231,596
391,177,982 (1,077,815,169
2,734,018,359 3,592,668,715
4,592,792,798 3,170,883,846

(1,250,838,862)
(1,405,768,909)
(137,291,874)
(29,483,076)

(5,611,244)
(724,697,844)

(1,224,454,511)
(2,113,649,158)
(151,781,652)
(22,179,559)

(71,151,005)
(783,492,452)

1,039,100,989
(140,647,999)

(1,195,824,491)
(32,006,626)

898,452,990

(1,227,831,117)




HUATAI FINANCIAL HOLDINGS (HONG KONG) LIMITED
ERCGRIEREE)FRAF

CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND
OTHER COMPREHENSIVE INCOME - continued

FOR THE YEAR ENDED 31 DECEMBER 2025

AR ARMETRAER - 8

BFE2025F 12 8 31 HIFERE

NOTE 2025 2024
By HKS$ HK$
Profit/(loss) for the year E R/ (HER) 898,452,990  (1,227,831,117)
Other comprehensive FAb AT/ (B3
income/(expense)
ltems that may be reclassified HLE ] G 2 4
subsequently to profit or loss: B HIIEE -
- Exchange differences on - Mg SR B AF
translation of financial B FEERET A
statements of overscas i =R
subsidiaries 1,656,633 (8,517,919)
- Cash flow hedge: net movement - IR& M E -
in the hedging reserve B SESR 48,067,240 (90,106,097}
Items that will not be reclassified HEGA T ER 34
subsequently to profit or loss: B HIEA:
- Revaluation of self-occupied - BA LAY
land and buildings Er 12 780,000 (600,000)
Other comprehensive income/ E R AT SR/
(expense) for the year (B3 50,503,873 (99,224,016)
Total comprehensive income/ AR/
(expense) for the year (BH3)484R 948,956,863  (1,327,055,133)
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HUATAI FINANCIAL HOLDINGS (HONG KONG) LIMITED

ERSRBEREEERAT

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

AT 31 DECEMBER 2025
FEERBIRIRE
#2025 12 H31

Non-current assets
Fixed assets
- Self-occupied land and
buildings
- Other property, plant
and equipment
- Right-of-use assets
Intangible assets
Interest in joint venture
Deferred tax assets
Deposits, prepayments
and other receivables
Other assets

Current assets

Accounts receivable

Financial assets at fair value
through profit or loss

Financial assets held under
resale agreements

Deposits, prepayments
and other receivables

Amount due from immediate
holding company

Amounts due from fellow
subsidiaries

Cash and deposits

Bank balances held on behalf
of customers

FEREIE =
[E] % B 2=
- B LR EY

- ERERE
BREE
ReEtRE i
RETRIRE
g, BMARIEK

Fofth
Hih g E

TRENE A

JEUTRR TR

BATEKER
NERH) & RhE

BARESHEER

#&. RITHRIER
oAt FES K

Rl B et A A B
KIF

BRI ZHE AT
IR

REMER

REFFE RT
ik
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NOTES
MIRE

12
12
12, 14
28
16
19(b)

21
13

20
17
29
21
34

34
22(a)

22(a)

2025 2024

HKS$ HK$

T T
12,155,000 11,375,000
61,725,630 72,353,919
44,108,677 127,773,873
94,171,250 92,820,828
329,409,112 225,442,034
7,300,000 7,100,000
31,549,577 30,339,543
133,219,086 151,412,937
713,638,332 718,618,134
6,362,271,676 4,017,919,732
16,194,068,340 7,300,723,671
1,799,857,678 4,057,900
353,705,791 177,453,063
43,198,699,217 40,836,336,391

8,378,304,156
4,573,434,856

9,168,869,150

15,525,510,561
2,599,293,548

3,517,961,448

84,029,210,864

73,979,256,314
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HUATAI FINANCIAL HOLDINGS (HONG KONG) LIMITED

BEREMITREE)TRAF

CONSOLIDATED STATEMENT OF FINANCIAL POSITION - continued

AT 31 DECEMBER 2025
AT E - #
B 2025F 12 31 H

Current liabilities

Financial liabilities at fair
value through profit or loss

Financial assets sold under
repurchase agreements

Accounts payable

Amounts due to fellow
subsidiaries

Amount due to ultimate
holding company

Debt securities issued

Loan payables

Lease liabilities

Other payables and accruals

Tax payable

Net current assets

Non-current liabilities

Subordinated loans from
immediate holding company

Debt securities issued

Lease liabilities

Deferred tax ligbilities

Other payables and accruals

Net assets

NOTES

fEE
HEEE
AP EZEEARN
AR 17
B OISR ER 30
JEATBREK 23
B ERNB AT
I 34
B RIS R AT
IR 34
ST ETER 26
JEAT B 35
HEARE 24
HitEM R R Bt EA 25
TEATHLIR 19(a)
mEhg ERE
JEmET & H
REEEERATR
BEER 34
ERTEHES 26
HEAE 24
BEMRIBAE 19(b)

HiEARE BT #A 25

BESHE

— 90

2025 2024
HK$ HKS
7T BT

14,346,727,067  22,219,367,761
930,948,130 -

11,758,882,542  4,925,970,241
500,649 499,582
3,332,016 9,317,760
25,866,433,437  11,116,529,722
850,000,000 410,070,218
34,027,216 88,677,153
2,419,658,648  3,167,401,738
122,655,884 11,431,828
56,333,165,589  41,949,266,003
27,696,045,275  32,029,990,311

8,561,960,000
7,799,241,802

8,541,280,000
13,298,257,359

12,769,161 45,823,709
14,800,000 15,300,000
853,435,482 629,807,397
17,242,206,445 22,530,468 465

11,167,477,162

10,218,139,980
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HUATAI FINANCIAL HOLDINGS (HONG KONG) LIMITED
ERSMBRR(EE)TRAT

CONSOLIDATED STATEMENT OF FINANCIAL POSITION - continued
AT 31 DECEMBER 2025

EEMBIRINE - 8
BR2025F 12 431 H

NOTE 2025 2024
BtE HKS$ HK$
It HIT
Capital and reserves RARIGHE
Share capital i3 27 8,800,000,000 8,800,000,000
Reserves (Ei 2,367,477,162 1,418,139,980
Equity attributable to AT RAERAE A |
owners of the Company AL BRHE 11,167,477,162 10,218,139,980

The consolidated financial statements on pages 8 to 154 were approved and authorised for issue by the
Board of Directors on 28 April 2026 and were signed on their behalf by:

B8R IS4 ENEEMIHRECIN 20264 H 28 H WEFGMMERIFETE, Whol FEREme

BEE,
Z
/5 '7% 5 %

WANG Lei JIANG Yu
DIRECTOR. DIRECTOR
& TE
HH EE

-12.
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HUATAI FINANCIAL HOLDINGS (HONG KONG) LIMITED

ERSMTREE)HFR AT

CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2025

RellenER

EHE 20254 12 A 31 HiF&p#

Operating activities
Profit/(loss) before taxation
Adjustments for:
Interest income
Depreciation
Amortisation
Finance costs
Share-based payment expenses
Loss on disposal of fixed assets
Provision for
expected credit loss
Fair value changes in investment
in joint venture

{Increase)/decrease in accounts
receivable
Increase in deposits, prepayments
and other receivables
(Increase)/decrease in financial assets
at fair value through profit or loss
Decrease/{increase) in other assets
Net movement in amcunt due
from/to ultimate holding company
Net movement in amount due
from/to immediate holding
company
Net movement in amounts
due from/to fellow subsidiaries
Increase in bank balances held
on behalf of customers
Increase in
accounts payable
Decrease in other payables
and accruals
Decrease in financial liabilities
at fair value through profit or loss
(Increase)/decrease in financial assets
held under resale agreements
Increase/(decrease) in financial assets
sold under repurchase agreements

B EE
MR B2 F/ (RS 4R)
HEIRE

FEHEA

N

5K

il A

CARS {7 R B BRI ST A B A
& E 2 & EREER
AIRERER

g
FEORRENATE
#a)

R AR ()
. BARIER

Fofth FEWCRR 3 BN

BA-TEAIRR NERE

&R E (B In)/E>

Fofth 2 2 i/ (B )
B Bl A F)

IR ENR IR

RS/ B AT H R IR A F]

SIREENZE

PR/ AT R R BB A 5

HIRBENRAR

REFHENRTER

#hn

[ BRaR &
oAt AT 3R R AT B R

EATEERAR RN

&R R RE D

BAREERE ER

(g

H 8% £ &k E AR

/()
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NOTES
FEE

2025

HK$

HIT
1,039,100,989

(1,852,413,653)

137,291,874
29,483,076
1,405,768,909

380,319
35,678

5,611,244

(103,967,078)

2024
HKS
T
(1,195,824,491)
(2,851,069,405)
151,781,652
22,179,559
2,050,640,267

2,270,971
1,775

71,151,005

195,437,088

661,201,358
(2,349,963,188)

(177,462,762)

(2,893,344,669)
18,193,851

(5,985,744)

(853,174,387)

7,147,207,472
(5,650,907,702)

6,804,534,348
(524,115,005)

(7,324,573,454)

(1,553,431,579)
1,044,453,170

(49,475,335)

4,746,170,473
(13,120,395)

(51,315,920)

14,811,780,480

11,035,653,060
(945,867,581)
1,288,306,917
(651,334,061)

(10,781,426,712)

(1,795,799,778) 64,040,253
026,531,984 (29,107,957)
-14 -



HUATAI FINANCIAL HOLDINGS (HONG KONG) LIMITED

ER AR (EEERAT

CONSOLIDATED STATEMENT OF CASH FLOWS - continued

FOR THE YEAR ENDED 31 DECEMBER 2025

FERERER-E

HZE 20254 12 B 31 HibEE

NOTES 2025 2024
M 5E HKS$ HKS

Operating activities - continued ARBISED -
Cash (used in)/generated from REFEETRAVEENRE (6,517,567,676) 18,915,324,813

operations
Interest received EF B 361,907,299 362,345331
Tax paid B (30,123,943) (22,697,244)
Net cash (used in)/generated from B IEE(rEYEEER

operating activities B&wH (6,185,784,320) 19,254,972,900
Investing activities B ER
Purchase of fixed assets BAREEE (38,710,150) (35,780,269)
Purchase of intangible assets HEA LT (30,833,498) (44,389,463)
Net cash used in Eita = eey ulaiaEli

investing activities HeiBE {69,543,648) (80,169,732)
Financing activities R A E
Proceeds from bank loans BIRTEREEINES 22(b) 4,119,435,000 2,868,681,820
Repayment of bank leans HIBRITEER 22(b) (3,679,325,000) (3,483,681,320)
Proceeds from issuance BITHERERFE

of debt securities FRIH 22(b) 33,680,661,483 4,738,270,513
Redemption of debt securities issued BRI O T E T 22(b) (24,414,787,081) (21,413,850,017)
Capital element of lease payments HEAEAEEH 22(b) {(92,028,402) (92,384,981)
Finance costs paid EfTRLE A 22(b) (1,406,713,357) (1,978,293,704)
Net cash generated from/(used in) R S EhEE & /(FTRD)

financing activities HIR S 8,207,132,643 (19,361,258,189)
Increase/(decrease) in cash ReNBRESEY 1,951,804,675 (186,455,021)

and cash equivalents IR
Cash and cash equivalents at B 1A 1 BREERM

1 January RaESFRY 2,599,293,548 2,794,266,488
Effect in foreign exchange SMEERDIINLE

rate changes 22,336,633 (8,517,919
Cash and cash equivalents at #®12 A 31 HER&E

31 December NEEEHD 22(a) 4,573,434,856 2,599,293,548

-15-
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HUATAI FINANCIAL HOLDINGS (HONG KONG) LIMITED
EREMBR(EB)FRAF

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2025

AR E M
#HZE2025F 12 A 31 HIEEE

GENERAL INFORMATION

Huatai Financial Holdings (Hong Kong)
Limited (the "Company") is a public company
and was incorporated in Hong Kong on

23 November 2006 with limited liability. The
registered office address of the Company is
located at 62/F, The Center, 99 Queen's Road
Central, Hong Kong.

The principal activities of the Company are
investment holding, dealing in securities and
futures contracts, provision of margin
financing, advising on securities, corporate
finance and asset management services.

The Company is a licensed corporation under
Securities and Futures Ordinance ("SFO")
which is licensed to perform the following
regulated activities: dealing in securities (Type
1), dealing in futures contracts (Type 2),
leveraged foreign exchange trading (Type 3),
advising on securities (Type 4), advising on
corporate finance (Type 6), providing
automated trading services (Type 7) and asset
management (Type 9).

On 17 February 2025, the Company obtained
abovementioned Type 3 license from
Securities and Futures Commission for
leveraged foreign exchange trading.

On 29 April 2021, the Company was granted
an insurance broker company license from
Insurance Authority to carry on regulated
activities in general and long-term business
(including linked long-term business), and the
license is valid until 28 April 2027.

— 104 —
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ERSRMBREFBFRLA( TA4
TR —FN 20064 11 A 23 BEFHE
HEMAHARAT. AATHGEMEE
BEHhit AT IR R ERIE R 99 SRR
Ry 62 #E.

AARNEEXBATAER. BHEES
EHRGH. RERBERE. HBHR
. SRMEREEETHIRT.

KarlREE (EFHFNRERD) Tk
RRVEE, FESEULT MMET T RRERE
BY: BHELZHE 1), BRANTHE
23, BRIASMNERZ SR 3 1H). B
RESRGE 410, AEERRREES
(F68). RUBEBUZZMBEE 7THR
RUtEEEEE 95,

2025 2H 17H, mAFEEL R
FHBFEEEENRRETE RENE
3HEEBIEREERINER S .

F2021F 4 A 290, RATESBRRE
ERE RSN RL AT R, AR
E-BREAEHEBNZEERIEER
BAHERER), FRE 2027F 4 A
28 B,
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HUATAI FINANCIAL HOLDINGS (HONG KONG) LIMITED

ERSEE(ER)E RAR

GENERAL INFORMATION - continued 1.

On 5 May 2023, the Company was approved
as an issuer of Listed Structured Products
(Warrants and CBBCs) by The Stock
Exchange of Hong Kong Limited ("SEHK").

In addition, the Company is an Exchange
Participant, a SPAC Exchange Participant and
a Option Trading Exchange Participant of
SEHK, a Direct Clearing Participant of the
Hong Kong Securities Clearing Company
Limited ("HKSCC") and the SEHK Options
Clearing House Limited ("SEOCH"), a
Clearing Participant of the HKFE Clearing
Corporation Limited ("HKCC"), a Futures
Commission Merchant of the Hong Kong
Futures Exchanges Limited ("HKFE"), a
market maker on the International Order Book
under London Stock Exchange, a non-trading
member of Turquoise Global Holdings
Limited, a member participant of Macau
Exchange and a listing member and trading
member of Luxembourg Stock Exchange.

Subsequently on 14 February 2023 and

20 October 2023, the Company obtained the
Options Market Maker Permit and Dual
Counter Market Maker Permit from SEHK
respectively.

On 10 May 2024, the Company was registered
as a lead managing underwriter of Tokyo Pro-
Bond Market under Tokyo Stock Exchange.

The Company is a wholly-owned subsidiary of
Huatai International Financial Holdings
Company Limited, a company incorporated in
the Hong Kong. In the opinion of the
directors, the Company's ultimate holding
company is Huatai Securities Co., Ltd., a
company incorporated in the People's Republic
of China and is listed on Shanghai Stock
Exchange (Stock code: 601688) and Hong
Kong Stock Exchange (Stock code: 6886) and
the global depository receipts ("GDRs") of
which are listed on the London Stock
Exchange (Symbol: HTSC).
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#2023 5 A 5H, RAREFEES
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HUATAI FINANCIAL HOLDINGS (HONG KONG) LIMITED

ERERIZEREBARAT

GENERAL INFORMATION - continued L.

The consolidated financial statements are
presented in Hong Kong dollars ("HKS$™)
which is the same as the functional currency of
the Company, and were approved for issue by
the Board on 28 April 2026.

In the event of any inconsistency between the
English and Chinese version of these financial
statements, the English version shall prevail.

APPLICATION OF NEW AND 2.
AMENDMENTS TO HKFRS
ACCOUNTING STANDARDS

Amendments to an HKFRS Accounting
Standard that are mandatorily effective for the

current year

In the current year, the Group has applied the
following amendments to an HKFRS
Accounting Standard as issved by the
HKICPA for the first time, which are
mandatorily effective for the Group” s annual
period beginning on 1 January 2025 for the
preparation of the consolidated financial
statements:

Amendments to HKAS 21 Lack of Exchangeability

The application of the amendments to HKFRS
Accounting Standard in the current year has
had no material impact on the Group's
financial positions and performance for the
current and prior years and/or on the
disclosures set out in these consolidated
financial statements.
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HUATAI FINANCIAL HOLDINGS (HONG KONG) LIMITED

ERSMITR(EE)ERAF

APPLICATION OF NEW AND ' 2.

AMENDMENTS TO HKFRS
ACCOUNTING STANDARDS - continued

New and amendments to HKFRS Accounting
Standards in issue but not vet effective

The Group has not early applied the following
new and amendments to HKFRS Accounting
Standards that have been issued but are not yet
effective:

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

Instruments?

Amendments to
HKFRS 9
and HKFRS 7

Contracts Referencing
Nature-dependent
Electricity?

Amendments to
HKFRS 10
and HKAS 28

Sale or Contribution of
Assets between an Investor
and its Associate or Joint
Venture!

Amendments to Annual Improvements to
HEKFRS Accounting HKFRS Accounting

Standards Standards - Volume 112
HKFRS 18 Presentation and Disclosure of
Financial Statements?
HKAS 21 Translation to a

Hyperinflationary Presentation
Currency?

Effective for annual periods beginning on or after a
date to be determined.

Effective for annual periods beginning on or after

1 January 2026.

Effective for annual periods beginning on or after

1 January 2027.
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HUATAIFINANCIAL HOLDINGS (HONG KONG) LIMITED
ERESRMEREE)TRAF

2. APPLICATION OF NEW AND 2. RAHMEEVBERS @R REEY
AMENDMENTS TO HKFRS BB E G AEET A - 48
ACCOUNTING STANDARDS - continued
New and amendments to HKFRS Accounting CAE M {H AR A M R B RS S at
Standards in issue but not vet effective Bl B B S o s AT A - 48
- continued
Except for the new to HKFRS Accounting BT TR B B RE g FHERME
Standards mentioned below, the directors of ET RSN A B E B TERRME A BT B ikt
the Company anticipate that the application of BIRE @S MBS IT A A T B 54 s 4
all other new and amendments to HKFRS LA TSBRNIEE A

Accounting Standards will have no material
impact on the consolidated financial
statements in the foreseeable future.

Amendments to HKFRS 9 and HKFRS 7 ARG RERI S o SN 7 3RNE
Amendments to the Classification and =T &R T EaEnEtErEET
Measurement of Financial Instruments
The amendments to HKFRS 9 "Financial T FREENE 5 (&MTA) /Y
Instruments™ clarify the recognition and EET B &g EMLT AERMER L
derecognition for financial asset and financial FESRIEIT T s, MWin T —IEF4hE
liability and add an exception which permits s, A {EETE SRR, AEa
an entity to deem a financial liability t_o be E4EE A AER S T o RSB Skt
discharged before the settlement date if it is A b3 2 I S 1 3o
settled in cash using an electronic payment SRARER, BEABRRKOELN
system if, and only if certain conditions are
met.
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HUATAI FINANCIAL HOLDINGS (HONG KONG) LIMITED
ERERERER)ERAF

2. APPLICATION OF NEW AND 2. BRAHTEMBREEELNRFHBY

AMENDMENTS TO BKFRS ACCOUNTING
STANDARDS - continued

New and amendments to HKFRS Accounting
Standards in issue but not vet effective

- continued

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

-~ continued

The amendments also provide guidance on the
assessment of whether the contractual cash
flows of a financial asset are consistent with a
basic lending arrangement. The amendments
specify that an entity should focus on what an
entity is being compensated for rather than the
compensation amount. Contractual cash flows
are inconsistent with a basic lending
arrangement if they are indexed to a variable
that is not a basic lending risk or cost. The
amendments state that, in some cases, a
contingent feature may give rise to contractual
cash flows that are consistent with a basic
lending arrangement both before and after the
change in contractual cash flows, but the
nature of the contingent event itself does not
relate directly to changes in basic lending risks
and costs. Furthermore, the description of the
term "non-recourse" is enhanced and the
characteristics of "contractually linked
instruments" are clarified in the amendments.
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HUATAI FINANCIAL HOLDINGS (HONG KONG) LIMITED

ERSMBREFE)ERAF

APPLICATION OF NEW AND 2.

AMENDMENTS TO HKERS ACCOUNTING
STANDARDS - continued

New and amendments to HKFRS Accounting
Standards in issue but not vet effective
- continued

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

- continued

The disclosure requirements in HKFRS 7
"Financial Instruments: Disclosures" in respect
of investments in equity instruments
designated at fair value through other
comprehensive income are amended. In
particular, entities are required to disclose the
fair value gain or loss presented in other
comprehensive income during the period,
showing separately those related to
investments derecognised during the reporting
period and those related to investments held at
the end of the reporting period. An entity is
also required to disclose any transfers of the
cumulative gain or loss within equity related to
the investments derecognised during the
reporting period. In addition, the amendments
introduce the requirements of qualitative and
quantitative disclosure of contractual terms that
could affect the contractual cash flow based on
a contingent event not directly relating to basic
lending risks and cost.

The amendments are effective for annual
reporting periods beginning on or after

1 January 2026, with early application
permitted. The Group is in the process of
assessing the impact of this Amendment to the
Group.
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HUATAI FINANCIAL HOLDINGS (HONG KONG) LIMITED

EREMIEREE)FRA A

APPLICATION OF NEW AND
AMENDMENTS TO HKERS
ACCOUNTING STANDARDS - continued

New and amendments to HKFRS Accounting
Standards in issue but not vet effective
- continued

HKFRS 18 Presentation and Disclosure in
Financial Statements

HKFRS 18 Presentation and Disclosure in
Financial Statements, which sets out
requirements on presentation and disclosures
in financial statements, will replace HKAS 1
Presentation of Financial Statements. This
new HKFRS Accounting Standard, while
carrying forward many of the requirements in
HKAS 1, introduces new requirements to
present specified categories and defined
subtotals in the statement of profit or loss;
provide disclosures on management-defined
performance measures in the notes to the
financial statements and improve aggregation
and disaggregation of information to be
disclosed in the financial statements. In
addition, some HKAS 1 paragraphs have been
moved to HKAS 8 and HKFRS 7. Minor
amendments to HKAS 7 Statement of Cash
Flows and HKAS 33 Earnings per Share are
also made.

HKFRS 18, and amendments to other
standards, will be effective for annual periods
beginning on or after 1 January 2027, with
early application permitted. The application of
the new standard is expected to affect the
presentation of the consolidated statement of
profit or loss and disclosures in the future
consolidated financial statements. The Group
is in the process of assessing the detailed
impact of HKFRS 18 on the Group's
consolidated financial statements.
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HUATAI FINANCIAL HOLDINGS (HONG KONG) LIMITED

EREMEREE)ERAF

BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL
STATEMENTS AND MATERIAL
ACCOUNTING POLICY INFORMATION

Basis of preparation of consolidated financial
statements

These consolidated financial statements have
been prepared in accordance with all applicable
HKFRS Accounting Standards as issued by the
Hong Kong Institute of Certified Public
Accountants ("HKICPA") and accounting
principles generally accepted in Hong Kong.

The consolidated financial statements for the
year ended 31 December 2025 comprise the
Company and its subsidiaries (together referred
to as the "Group").

The measurement basis used in the preparation
of the financial statements is the historical cost
basis except that the following assets and
liabilities are stated at their fair value or
revalued amount as explained in the material
accounting policy information set out below:

- Self-occupied land and buildings;

- investments in financial instruments at fair
value through profit or loss ("FVTPL");

- derivative financial instruments.
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HUATAI FINANCIAL HOLDINGS (HONG KONG) LIMITED

ERGREREE)ERAF

BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL
STATEMENTS AND MATERIAL
ACCOUNTING POLICY INFORMATION
- continued

Basis of preparation of consolidated financial
statements - continued

The preparation of financial statements in
accordance with HKFRS Accounting Standards
requires management to make judgements,
estimates and assumptions that affect the
application of policies and reported amounts of
assets, liabilities, income and expenses. The
estimates and associated assumptions are based
on historical experience and various other
factors that are believed to be reasonable under
the circumstances, the results of which form the
basis of making the judgements about carrying
values of assets and liabilities that are not
readily apparent from other sources. Actual
results may differ from these estimates.

The estimates and underlying assumptions are
reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the
period in which the estimate is revised if the
revision affects only that period, or in the period
of the revision and future periods if the revision
affects both current and future periods.

Judgements made by management in the
application of HKFRS Accounting Standards
that have significant effect on the consolidated
financial statements and major sources of
estimation uncertainty are discussed in the
"Critical Accounting Judgements and Key
Sources of Estimation Uncertainty" section.
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HUATAJ FINANCIAL HOLDINGS (HONG KONG) LIMITED

EREMEREE)ERAH

BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL
STATEMENTS AND MATERIAL
ACCOUNTING POLICY INFORMATION
- continued

Basis of preparation of consolidated financial
statements - continued

Huatai Financial Holdings (Hong Kong)
Limited, as a wholly owned subsidiary of
Huatai Securities Co., Ltd has applied section
379 and section 380 of the Hong Kong
Companies Ordinance ("HKCO") and paragraph
4 of HKFRS 10 "Consolidated Financial
Statements" to prepare company level financial
statements as the Company's statutory financial
statements. Those financial statements have
been prepared in accordance with HKFRS
Accounting Standards as issued by the
HXICPA, accounting principles generally
accepted in Hong Kong and the requirements of
the HKCO.

The Company appointed external auditor of the
Company to perform an audit of these
consolidated financial statements for the year
ended 31 December 2025 and 31 December
2024 vnder Hong Kong Standards of Auditing
and the external auditor issue an unmodified
opinion under Hong Kong Standard of Auditing
700 "Forming an Opinion and Reporting on
Financial Statements". Information relating to
the Company's statutory financial statements
required to be disclosed in accordance with
section 436 of the HKCO is as follows:

The Company's auditor has yet to report on the
Company's financial statements for the year
ended 31 December 2025 whilst had reported
the Company's financial statements for the year
ended 31 December 2024. The auditor's report
for the year ended 31 December 2024 was
unqualified, did not include a reference to any
matters to which the auditor drew attention by
way of emphasis without qualifying its report;
and did not contain a statement under sections
4006(2), 407(2) or (3) of the HKCO.
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HUATAI FINANCIAL HOLDINGS (HONG KONG) LIMITED

EREHIEREETRAH

BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL
STATEMENTS AND MATERIAL
ACCOUNTING POLICY INFORMATION
- continued

Fair value

Fair value is the price that would be received to
sell an asset or paid to transfer a liability in an
orderly transaction between market participants
at the measurement date, regardless of whether
that price is directly observable or estimated
using another valuation technique. In
estimating the fair value of an asset or a
liability, the Group takes into account the
characteristics of the asset or liability if market
participants would take those characteristics
into account when pricing the asset or liability
at the measurement date. Fair value for
measurement and/or disclosure purposes in
these consolidated financial statements is
determined on such a basis, except for share-
based payment transactions that are within the
scope of HKFRS 2 "Share-based Payment",
leasing transactions that are accounted for in
accordance with HKFRS 16 "Leases" ("HKFRS
16"), and measurements that have some
similarities to fair value but are not fair value,
such as value in use in HKAS 36 "Impainment
of Assets".

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.

For financial instruments which are transacted
at fair value and a valuation technique that
unobservable inputs are to be used to measure
fair value in subsequent periods, the valuation
technique is calibrated so that at initial
recognition the results of the valuation
technique equals the transaction price.
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HUATAI FINANCIAL HOLDINGS (HONG KONG) LIMITED

EREMBERCER)ARAT

BASIS OF PREPARATION OF
CONSQOLIDATED FINANCIAL
STATEMENTS AND MATERIAL
ACCOUNTING POLICY INFORMATION
- continued

Fair value - continued

In addition, for financial reporting purposes, fair
value measurements are categorised into Level
1, 2 or 3 based on the degree to which the inputs
to the fair value measurements are observable
and the significance of the inputs to the fair
value measurement in its entirety, which are
described as follows:

- Level 1 inputs are quoted prices
(unadjusted) in active markets for identical
assets or liabilities that the entity can access
at the measurement date;

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

- Level 3 inputs are unobservable inputs for
the asset or liability.

Subsidiaries and joint ventures

Subsidiaries are entities controlled by the
Group. The Group controls an entity when it is
exposed, or has rights, to variable returns from
its involvement with the entity and has the
ability to affect those returns through its power
over the entity. When assessing whether the
Group has power, only substantive rights (held
by the Group and other parties) are considered.

When the Group is an investor of a fund in
which the Group also acts as a fund manager,
the Group will determine whether it is a
principal or an agent for the purpose of
assessing whether the Group controls the
relevant fund.
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HUATAI FINANCIAL HOLDINGS (HONG KONG) LIMITED

ERSHMEREBFRAE

BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL
STATEMENTS AND MATERIAL
ACCOUNTING POLICY INFORMATION
- continued

Subsidiaries and joint ventures - continued

An agent is a party primarily engaged to act on
behalf and for the benefit of another party or
parties (the principal(s)) and therefore does not
control the investee when it exercises its
decision-making authority. In determining
whether it is an agent to the fund, the Group
would assess:

- the scope of its decision-making authority
over the investee;

- therights held by other parties;

- the remuneration to which it is entitled in
accordance with the remuneration
agreements; and

- the decision maker's exposure to variability
of returns from other interests that it holds in
the investee.

An investment in a subsidiary is consolidated
into the consolidated financial statements from
the date that control commences until the date
that control ceases. Intra-group balances,
transactions and cash flows and any unrealised
profits arising from intra-group transactions are
eliminated in full in preparing the consolidated
financial statements. Unrealised losses resulting
from intra-group transactions are eliminated in
the same way as unrealised gains but only to the
extent that there is no impairment evidence.
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HUATAI FINANCIAL HOLDINGS (HONG KONG) LIMITED

EReRER(ESERAH

BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL
STATEMENTS AND MATERIAL
ACCOUNTING POLICY INFORMATION
- continued

Subsidiaries and joint ventures - continued

When the Group loses control of a subsidiary, it
is accounted for as a disposal of the entire
interest in that subsidiary, with a resulting gain
or loss being recognised in profit or loss. Any
interest retained in that former subsidiary at the
date when control is lost is recognised at fair
value and this amount is regarded as the fair
value on initial recognition of a financial asset,
or where applicable, the cost of initial
recognition of an investment in associate or a
joint venture.

A joint venture is an arrangement whereby the
Group or the Company and other parties
contractually agree to share control of the
arrangement, and have rights to the net assets of
the arrangement.

An investment in a joint venture is accounted
for in the consolidated financial statements
under the equity method, unless it is qualified to
apply exemption from equity method when the
investment in a joint venture is held by, or is
held indirectly through, a group entity that is
venfure capital organisation or similar entity,
those investments in associates and joint
ventures may be measured at fair value through
profit or loss in accordance with HKFRS 9
Financial Instruments ("HKFRS 9").
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HUATAI FINANCIAL HOLDINGS (HONG KONG) LIMITED

SRR B ERA T

BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL
STATEMENTS AND MATERIAL
ACCOUNTING POLICY INFORMATION
- continued

Subsidiaries and joint ventures - continued

Under the equity method, the investment is
initially recorded at cost, adjusted for any
excess of the group's share of the acquisition-
date fair values of the investee's identifiable net
assets over the cost of the investment (if any).
The cost of the investment includes purchase
price, other costs directly attributable to the
acquisition of the investment, and any direct
investment into the joint venture that forms part
of the Group's equity investment. Thereafter,
the investment is adjusted for the post
acquisition change in the Group's share of the
investee's net assets and any impairment loss
relating to the investment (see below on
impainnent on non-financial assets). Any
acquisition-date fair values of the investee's
identifiable net assets over the cost, the Group's
share of the post-acquisition, post-tax results of
the investees and any impairment losses are
recognised in profit or loss, and post-tax other
comprehensive income for the year are
recognised in other comprehensive income.

When the Group's share of losses exceeds its
interest in the joint venture, the Group's interest
is reduced to nil and recognition of further
losses is discontinued except to the extent that
the Group has incurred legal or constructive
obligations or made payments on behalf of the
investee.

Unrealised profits and losses resulting from
transactions between the Group and its joint
venture are eliminated to the extent of the
group's interest in the investee except where
unrealised losses provide evidence of an
impairment of the asset transferred, in which
case they are recognised immediately in profit
or loss.
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ERERMEREERRAF

BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL
STATEMENTS AND MATERIAL
ACCOUNTING POLICY INFORMATION
- continued

Subsidiaries and joint ventures - continued

If an investment in an associate becomes an
investment in a joint venture or vice versa, the
retained interest is not remeasured. Instead, the
investment continues to be accounted for under
the equity method.

In all other cases, when the Group ceases to
have joint control over a joint venture, it is
accounted for as a disposal of the entire interest
in that investee with a resulting gain or loss
being recognised in profit or loss. Any interest
retained in that former investee at the date when
joint control is lost is recognised at fair value
and this amount is regarded as the fair value on
initial recognition of a financial asset.

Financial assets and liabilities
(i) Recognition and initial measurement

The Group initially recognises loan
payable, debt securities issued and
subordinated liabilities on the date on
which they are originated. All other
financial instruments (including regular-
way purchases and sales of financial
assets) are recognised on the trade date,
which is the date on which the Group
becomes a party to the contractual
provisions of the instrument. Regular way
purchases or sale are purchases or sale of
financial assets that require delivery of
assets within the time frame established by
regulation or convention in the market
place.

A financial asset or financial liability is
measured initially at fair value plus or
minus, for an item not at fair value through
profit or loss ("FVTPL"), transaction costs
that are directly attributable to its
acquisition or issue.
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EREMEREE)HRAT

3. BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL
STATEMENTS AND MATERIAL

ACCOUNTING POLICY INFORMATION

- continued

Financial assets and liabilities - continued

(1i)) Classification and subsequent

measurement

On initial recognition, a financial asset is
classified as measured at: amortised cost,
fair value through other comprehensive
income ("FVTOCI") or FVTPL.

A financial asset is measured at amortised
cost-if it meets both of the following

conditions and is not designated as at
FVTPL:

- the asset is held within a business
model whose objective is to hold assets
to collect contractual cash flows; and

- the contractual terms of the financial
asset give rise on specified dates to
cash flows that are solely payments of
principal and interest on the principal
amount outstanding.

A debt instrument is measured at FVTOCI
only if it meets both of the following
conditions and is not designated as at
FVTPL:

- the asset is held within a business
model whose objective is achieved by
both collecting contractual cash flows
and selling financial assets; and

- the contractual terms of the financial
asset give rise on specified dates to
cash flows that are solely payments of
principal and interest on the principal
amount outstanding.
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ERSRERCEE) A RA

3.  BASIS OF PREPARATION OF 3.

CONSOLIDATED FINANCIAL
STATEMENTS AND MATERIAL
"ACCOUNTING POLICY INFORMATION
- continued

Financial assets and liabilities - continued

(ii) Classification and subsequent
measurement - continued

All other financial assets are subsequently
measured at FVTPL, except that on initial
recognition of an equity investment that is
not held for trading, the Group may
irrevocably elect to present subsequent
changes in fair value in other
comprehensive income ("OCI"). This
election is made on an investment-by-
investment basis.

A financial asset is held for trading if:

- it has been acquired principally for the
purpose of selling in the near term; or

- on initial recognition it is part of a
portfolio of identified financial
instruments that the Group manages
together and has a recent actual pattern
of short-term profit making; or

- it1s a derivative that is not designated
and effective as a hedging instrument.

In addition, on injtial recognition, the
Group may irrevocably designate a
financial asset that otherwise meets the
requirements to be measured at amortised
cost or at FVTOCI as at FVTPL if doing
so eliminates or significantly reduces an
accounting mismatch that would otherwise
arise.
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3. BASIS OF PREPARATION OF 3. #E&

P RR AR M EE LB gt

CONSOLIDATED FINANCIAL B4 (S B, -

STATEMENTS AND MATERIAL
ACCOUNTING POLICY INFORMATION

- continued
Financial assets and liabilities - continued SRS E NS AaE -8
(if) Classification and subsequent () DERHBEE-HE

measurement - continued
Business model assessment

The Group makes an assessment of the
objective of a business model in which an
asset is held at a portfolio level because
this best reflects the way the business is
managed and information is provided to
management. The information considered
includes:

- the stated policies and objectives for
the portfolio and the operation of those
policies in practice. In particular,
whether management's strategy focuses
on eaming contractual interest revenue,
maintaining a particular interest rate
profile, matching the duration of the
financial assets to the duration of the
liabilities that are funding those assets
or realising cash flows through the sale
of the assets;

- how the performance of the portfolio is
evaluated and reported to the Group's
management;

- the risks that affect the performance of
the business model (and the financial
assets held within that business model)
and how those risks are managed;
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ERERITRCEBARAR

3.  BASIS OF PREPARATION QF
CONSOLIDATED FINANCIAL
STATEMENTS AND MATERIAL
ACCOUNTING POLICY INFORMATION
- continued

Financial assets and liabilities - continued

(i1) Classification and subsequent
measurement - continued

Business model assessment - continued

- how managers of the business are
compensated - e.g. whether
compensation is based on the fair value
of the assets managed or the
contractual cash flows collected; and

- the frequency, volume and timing of
sales in prior periods, the reasons for
such sales and its expectations about
future sales activity. However,
information about sales activity is not
considered in isolation, but as part of
an overall assessment of how the
Group's stated objective for managing
the financial assets is achieved and
how cash flows are realised.

Financial assets that are held for trading or
managed and whose performance is
evaluated on a fair value basis are
measured at FVTPL because they are
neither held to collect contractual cash
flows nor held both to collect contractual
cash flows and to sell financia) assets.
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3. BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL
STATEMENTS AND MATERIAL
ACCOUNTING POLICY INFORMATION
- continued

Financial assets and liabilities - continued

(ii) Classification and subsequent
measurement - continued

Assessment whether contractual cash flows
are solely payments of principal and
interest

For the purposes of this assessment,
"principal” is defined as the fair value of
the financial asset on initial recognition.
"Interest" is defined as consideration for
the time value of money and for the credit
risk associated with the principal amount
outstanding during a particular period of
time and for other basic lending risks and
costs (e.g. liquidity risk and administrative
costs), as well as profit margin. In
assessing whether the contractual cash
flows are solely payments of principal and
interest, the Group considers the
contractual terms of the instrument. This
includes assessing whether the financial
asset contains a contractual term that could
change the timing or amount of contractual
cash flows such that it would not meet this
condition. In making the assessment, the
Group considers:

- contingent events that would change
the amount and timing of cash flows;

- leverage features;

- prepayment and extension terms;

- terms that limit the Group's claim to

cash flows from specified assets (e.g.
non-recourse asset arrangements); and

- features that modify consideration of
the time value of money - e.g.
periodical reset of interest rates.
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ERERTREE)FIRA

3.  BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL
STATEMENTS AND MATERIAL
ACCOUNTING POLICY INFORMATION
- continued

Financial assets and liabilities - continued

(if) Classification and subsequent
measurement - continued

Amortised cost and interest income

The effective interest method is a method
of calculating the amortised cost of a
financial asset or financial liability and of
allocating interest income and interest
expense over the relevant period. The
effective interest rate is the rate that
exactly discounts estimated future cash
receipts and payments (including all fees
paid or received that form an integral part
of the effective interest rate, transaction
costs and other premiums or discounts)
through the expected life of the financial
asset or financial Hability, or, where
appropriate, a shorter period, to the net
carrying amount on initial recognition.

Interest income is calculated by applying
the effective interest rate to the gross
carrying amount of financial assets
measured subsequently at amortised cost
and debt instruments measured at
FVTOCI, except for financial assets that
have subsequently become credit-impaired
(see below on credit impairment of
financial assets). For financial assets that
have subsequently become credit-impaired,
interest income is recognised by applying
the effective interest rate to the amortised
cost of the financial asset from the next
reporting period (with the amortised cost
being the gross carrying amount less the
impairment allowance). If the credit risk
on the credit-impaired financial instrument
improves so that the financial asset is no
longer credit-impaired, interest income is
recognised by applying the effective
Interest rate to the gross carrying amount
of the financial asset from the beginning of
the reporting period following the
determination that the asset is no longer
credit-impaired.
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3.  BASIS OF PREPARATION QF
CONSOLIDATED FINANCIAL
STATEMENTS AND MATERIAL
ACCOUNTING POLICY INFORMATION
- continued

Financial assets and liabilities - continued

(ii) Classification and subsequent
measurement - continued

Financial assets at FVTPL

Financial assets that do not meet the
criteria for being measured at amortised
cost or at FVTOCI are measured at
FVTPL.

Financial assets at FVTPL are measured at
fair value at the end of each reporting
period, with any fair value gains or losses
recognised in profit or loss. The net gain
or loss recognised in profit or loss exclude
any dividend and interest income on the
financial assets.

Financial liabilities

The Group classifies its financial
liabilities, as measured at amortised cost or
FVTPL.

Financial liabilities are classified as at
FVTPL when the financial liability is (i)
held for trading, or (ii) those designated as
at FVTPL.
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ERSUMIEREE)ERAT

3. BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL
STATEMENTS AND MATERIAL
ACCOUNTING POLICY INFORMATION
- continued

Financial assets and liabilities - continued

(if) Classification and subsequent
measurement - continued

Financial liabilities - continued

Conditions for classifying financial
liabilities as held for trading are largely
similar as the conditions for classifying
financial assets as held for trading.

A financial liability other than a financial
liability held for trading may be designated
as at FVTPL upon initial recognition if:

- such designation eliminates or
significantly reduces a measurement or
recognition inconsistency that would
otherwise arise; or

- the financial liability forms part of a
group of financial assets or financial
liabilities or both, which is managed
and its performance is evaluated on a
fair value basis, in accordance with the
Group's documented risk management
or investment strategy, and information
about the grouping is provided
internally on that basis; or

- it forms part of a contract containing
one or more embedded derivatives, and
HKFRS 9 permits the entire contract to
be designated as at FVTPL.
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3. BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL
STATEMENTS AND MATERIAL
ACCOUNTING POLICY INFORMATION
- continued

Financial assets and liabilities - continued

(ii) Classification and subsequent
measurement - continued

Financial liabilities - continued

Financial liabilities at FVTPL are
measured at fair value, with any gains or
losses arising on remeasurement
recognised in profit or loss.

Financial liabilities including loan
payables, debt securities issued, financial
assets sold under repurchase agreements,
accounts payable, amounts due to group
companies and other payables are
subsequently measured at amortised cost,
using the effective interest method.
Definition of effective interest is detailed
above and interest expense on financial
liabilities is recognised on an effective
interest basis in profit or loss.

Interests in consolidated investment funds
attributable to other holders

A financial instrument that gives the
holder the right to put it back to the issuer
for cash or another financial asset (a
'puttable instrument') is a financial
liability. The financial instrument is a
financial liability even when the amount of
cash or other financial assets is determined
on the basis that has the potential to
increase or decrease. The existence of an
option for the holder to put the instrument
back to the issuer for cash or another
financial asset means that the puttable
instrument meets the definition of a
financial liability.
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3. BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL
STATEMENTS AND MATERIAL
ACCOUNTING POLICY INFORMATION
- continued

Financial assets and liabilities - continued

(il Classification and subsequent
measurement - continued

Interests in consolidated investment funds
attributable to other holders - continued

Net assets attributable to other holders of
interests in consolidated investment funds
are determined based on the attributable
shares or units of the residual assets of the
consolidated investment fund after
deducting the consolidated investment
fund's other liabilities. The holders have
the right to put their attributable shares to
the fund for cash with no cause.

As at year end, such financial liability of
net assets attributable to other holders of
interests in consolidated investment funds
is presented as "financial liabilities at fair
value through profit or loss" in the
consolidated statement of financial
position.

In the case of acquisition or disposals of
such interests in consolidated investment
funds, any difference between the
acquisition cost or sale price of these
interests and the carrying value of these
interests is recognised in profit or loss.
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3. BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL
STATEMENTS AND MATERIAL
ACCOUNTING POLICY INFORMATION
- continued

Financial assets and liabilities - continued

(iii) Derecognition
Financial assets

The Group derecognises a financial asset
when the contractual rights to the cash
flows from the financial asset expire, or it
transfers the rights to receive the
contractual cash flows in a transaction in
which substantially all of the risks and
rewards of ownership of the financial asset
are transferred or in which the Group
neither transfers nor retains substantially all
of the risks and rewards of ownership and it
does not retain control of the financial
asset.

On derecognition of a financial asset, the
difference between the carrying amount of
the asset (or the carrying amount allocated
to the portion of the asset derecognised)
and the sum of (1) the consideration
received (including any new asset obtained
less any new liability assumed) and (ii) a
cumulative gain or loss that had been
recognised in OCI in respect of debt
instrument is recognised in profit or loss.

Any cumulative gain/loss recognised in
OCI in respect of equity instruments
designated as at FVTOCI is not recognised
in profit or loss on derecognition of such
instruments. Any interest in transferred
financial assets that qualify for
derecognition that is created or retained by
the Group is recognised as a separate asset
or liability.
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3.  BASIS OF PREPARATION OF 3. H#FES

MB R MEE R E XG5

CONSOLIDATED FINANCIAL B S

STATEMENTS AND MATERIAL
ACCOUNTING POLICY INFORMATION

- continued
Financial assets and liabilities - continued SHEEREHEE-#
(iii) Derecognition - continued (i) #I-FE - 4

Financial assets - continued

The Group enters into transactions whereby
it transfers assets recognised on its
consolidated statement of financial
position, but retains either all or
substantially all of the risks and rewards of
the transferred assets. In such cases, the
transferred assets are not derecognised.
Examples of such transactions are securities
lending and sale-and-repurchase
transactions.

When assets are sold to a third party with a
concurrent total rate of return swap on the
transferred assets, the transaction is
accounted for as a secured financing
transaction similar to sale-and-repurchase
transactions, because the Group retains all
or substantially all of the risks and rewards
of ownership of such assets.

In transactions in which the Group neither
retains nor transfers substantially all of the
risks and rewards of ownership of a
financial asset and it retains control over
the asset, the Group continues to recognise
the asset to the extent of its continuing
involvement, determined by the extent to
which it is exposed to changes in the value
of the transferred asset.
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EREMEREBRRAH

3. BASIS OF PREPARATION OF 3. GEMBHRENGUEEREANSE
CONSOLIDATED FINANCIAL B s B - 4
STATEMENTS AND MATERIAL
ACCOUNTING POLICY INFORMATION

- continued

Financial assets and liabilities - continued EHEERGCREE -4

(iii) Derecognition - continued (iii) AXICHERR - 48
Financial assets - continued B E - B
In certain transactions, the Group retains EEFREGH, AEHFRAEDH
the obligation to service the transferred BAREERME EIBERERE,
financial asset for a fee. The transferred CLEHFS 1 A A B AR I FE SR v
asset is derecognised if it meets the wOFEER. IR E SR BITIRG

derecognition criteria. An asset or liability
is recognised for the servicing contract if

HOIE & 7K (8 22 ) B 7 FR AT AR5

the servicing fee is more than adequate E/‘]iﬁi?mslzgﬁ 1), E]f+%ﬂﬁi% &
(asset) or is less than adequate (liability) HITER M R A AR

for performing the servicing.

Financial liabilities EHEE

The Group derecognises financial liabilities AEBERREEZ BTHEE
when, and only when, the Group's P, SREEElEISHEAR TR L
obligations are discharged, cancelled or afE., ORIFEDY SMmaEE
have e)cplred. The difference between the E{E;ﬁi E{#&E{ﬁ’f"ﬁ{;gz,%%ﬁﬁ&

carrying amount of the financial liability
derecognised and the consideration paid
and payable is recognised in profit or loss.

R T

_45 .
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EREREREE)TRAF

3. BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL
STATEMENTS AND MATERIAL
ACCOUNTING POLICY INFORMATION
- continued

Financial assets and liabilities - continued

(iv) Modifications of financial assets and
financial liabilities

Financial assets

If the terms of a financial asset are
modified, the Group evaluates whether the
cash flows of the modified asset are
substantially different from original terms
taking into account all relevant facts and
circumstances including qualitative factors.
If qualitative assessment is not conclusive,
the Group considers the terms are
substantially different if the discounted
present value of the cash flows under the
new terims, including any fees paid net of
any fees received, and discounted using the
original effective interest rate, is at least 10
per cent different from the discounted
present value of the remaining cash flows
of the original financial asset, after
reducing gross carrying amount that has
been written off.

If the cash flows are substantially different,
then the contractual rights to cash flows
from the original financial asset are deemed
to have expired. In this case, the original
financial asset is derecognised (see (iii))
and a new financial asset is recognised at
fair value.
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ER MR ERERAT

3.  BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL
STATEMENTS AND MATERIAL
ACCOUNTING POLICY INFORMATION
- continued

Financial assets and liabilities - continued

(iv) Modifications of financial assets and
financial liabilities - continued

Financial assets - continued

If the cash flows of the modified asset
carried at amortised cost are not
substantially different, then the
modification does not result in
derecognition of the financial asset. In this
case, the Group recalculates the gross
carrying amount of the financial asset and
recognises the amount arising from
adjusting the gross carrying amount as a
modification gain or loss in profit or loss.
If such a modification is carried out
because of financial difficulties of the
borrower, then the gain or loss is presented
together with impairment losses. In other
cases, it is presented as other income.

Financial liabilities

The related assessment on whether a
modification is substantial is similar to that
of financial asset. If modification is
substantial, the original financial liability is
derecognised and a new financial liability
based on the modified terms is recognised
at fair value. The difference between the
carrying amount of the financial liability
extinguished and the new financial liability
with modified terms is recognised in profit
or loss.
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EREMTR(TEFRAF

BASIS OF PREPARATION CF
CONSOLIDATED FINANCIAL
STATEMENTS AND MATERIAL
ACCOUNTING POLICY INFORMATION
- continued

Financial assets and liabilities - continued

(v) Offsetting

Financial assets and financial liabilities are
offset and the net amount presented in the
consolidated statement of financial
position when, and only when, the Group
currently has a legally enforceable right to
set off the amounts and it intends either to
settle them on a net basis or to realise the
asset and settle the liability simultaneously.

Income and expenses are presented on a
net basis only when permitted under
HKFRS, or for gains and losses arising
from a group of similar transactions such
as in the Group's trading activity.

Derivative financial instruments

Derivative financial instruments are recognised
initially at fair value. Af the end of each
reporting period the fair value is remeasured.
The gain or loss on remeasurement to fair value
is recognised immediately in profit or loss,
except where the derivatives qualify for cash
flow hedge accounting, in which case the
portion of the gain or loss on the hedging
instrument that is determined to be an effective
hedge is recognised in other comprehensive
income. A derivative is presented as a non-
current asset or a non-current liability if the
remaining maturity of the instrument is more
than 12 months and it is not due to be realised or
settled within 12 months except for those
classified held for trading. Other derivatives are
presented as current assets or current liabilities.
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ERGHBEREH)ERAF

BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL
STATEMENTS AND MATERIAL
ACCOUNTING POLICY INFORMATION
- continued

Hedging

The Group designates certain derivatives as
hedging instruments in cash flow hedges.

At the inception of the hedging relationship, the
Group documents the relationship between the
hedging instrument and the hedged item, along
with its risk management objectives and its
strategy for undertaking various hedge
transactions. Furthermore, at the inception of the
hedge and on an ongoing basis, the Group
documents whether the hedging instrument is
highly effective in offsetting changes in fair
values or cash flows of the hedged item
attributable to the hedged risk.

Assessment of hedging relationship and
effectiveness

For hedge effectiveness assessment, the Group
considers whether the hedging instrument is
effective in offsetting changes in fair values or
cash flows of the hedged item attributable to the
hedged risk, which is when the hedging
relationships meet all of the following hedge
effectiveness requirements:

- there is an economic relationship between the
hedged item and the hedging instrument;

- the effect of credit risk does not dominate the
value changes that result from that economic
relationship; and

- the hedge ratio of the hedging relationship is
the same as that resulting from the quantity
of the hedged item that the Group actually
hedges and the quantity of the hedging
instrument that the entity actually uses to
hedge that quantity of hedged item.
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EReEMEREFBHRRAT

BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL
STATEMENTS AND MATERIAL
ACCOUNTING POLICY INFORMATION
- continued

Hedging - continued

Assessment of hedging relationship and
effectiveness - continued

If a hedging relationship no longer meets the
criteria for hedge accounting (including when the
hedging instrument expires or is sold, terminated
or exercised), then hedge accounting is
discontinued prospectively. When hedge
accounting is discontinued, but the hedged
forecast transaction is still expected to occur, the
amount that has been accumulated in the hedging
reserve remains in equity until the transaction
occurs and upon which it is recognised removed
or reclassified from equity in accordance with
the above policy. If the hedged transaction is no
longer expected to take place, the amount that
has been accumulated in the hedging reserve is
reclassified from equity to profit or loss
immediately.

Cash flow hedges

The effective portion of changes in the fair value
of derivatives and other qualifying hedging
instruments that are designated and qualify as
cash flow hedges is recognised in other
comprehensive income and accumulated under
the heading of cash flow hedging reserve, limited
to the cumulative change in fair value of the
hedged item from inception of the hedge. The
gain or loss relating to the ineffective portion is
recognised immediately in profit or loss, and is
included in the 'other gains and losses' line item.
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BEREMBREE)ERAT

BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL
STATEMENTS AND MATERIAL
ACCOQUNTING POLICY INFORMATION
- continued

Hedging - continued
Cash flow hedges - continued

Amounts previously recognised in other
comprehensive income and accumulated in
equity are reclassified to profit or loss in the
periods when the hedged item affects profit or
loss, in the same line as the recognised hedged
item. Furthermore, if the Group expects that
some or all of the loss accumulated in the cash
flow hedging reserve will not be recovered in
the future, that amount is immediately
reclassified to profit or loss.

Discontinuation of hedge accounting

The Group discontinues hedge accounting
prospectively only when the hedging
relationship (or a part thereof) ceases to meet the
qualifying criteria (after rebalancing, if
applicable). This includes instances when the
hedgin instrument expires or is sold, terminated
or exercised. Discontinuing hedge accounting
can either affect a hedging relationship in its
entirety or only a part of it (in which case hedge
accounting continues for the remainder of the
hedging relationship).

For cash flow hedge, any gain or loss recognised
in other comprehensive income and accumulated
in equity at that time remains in equity and is
recognised when the profit or loss is impacted by
the forecast transactions.

When a forecast transaction is no longer
expected to occur, the gain or loss accumulated
in equity is recognised immediately in profit or
loss.
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EREMER(EB)FIRAT

BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL
STATEMENTS AND MATERIAL
ACCOUNTING POLICY INFORMATION
- continued

Fixed assets

The following properties held for own use are
stated at their revalued amount, being their fair
value at the date of the revaluation:

- Self-occupied land and buildings

Revaluations are performed with sufficient
regularity to ensure that the carrying amount of
these assets does not differ materially from that
which would be determined using fair values at
the end of reporting period.

Changes arising on the revaluation of properties
held for own use are generally dealt with in
other comprehensive income and are
accumulated separately in equity in the
properties revaluation reserve, The only
exceptions are as follows:

- when a deficit arises on revaluation, it will
be charged to profit or loss to the extent that
it exceeds the amount held in the reserve in
respect of that same asset immediately prior
to the revaluation; and

- when a surplus arises on revaluation, it will
be credited to profit or loss to the extent that
a deficit on revaluation in respect of that
same asset had previously been charged to
profit or loss.

Gains or losses arising from the retirement or
disposal of an item of property, plant and
equipment are determined as the difference
between the net disposal proceeds and the
carrying amount of the item and are recognised
in profit or loss on the date of retirement or
disposal. Any related revaluation surplus is
transferred from the revaluation reserve to
retained profits and is not reclassified to profit or
loss.
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BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL
STATEMENTS AND MATERJAL
ACCOUNTING POLICY INFORMATION
- continued

Fixed assets - continued
Other items of plant and equipment

Other items of fixed assets including right-of-use
assets arising from leases of underlying fixed
assets are stated at cost less accumulated
depreciation and impairment Josses.

Depreciation is calculated to write off the cost or
valuation of items of property, plant and
equipment, less their estimated residual value, if
any, using the straight line method over their
estimated useful lives as follows:

Furniture, fixture, Shorter of lease

and equipment termor2 -3
years
Motor car 3 years

Where parts of an item of property, plant and
equipment have different useful lives, the cost or
valuation of the item is allocated on a reasonable
basis between the parts and each part is
depreciated separately. Both the useful life of an
asset and its residual value, if any, are reviewed
annually,

Intangible assets (other than goodwill)

Intangible assets acquired separately

Intangible assets with finite useful lives that are
acquired separately are carried at cost less
accumulated amortisation and any accumulated
impairment losses. Amortisation for intangible
assets with finite useful lives is recognised on a
straight-line basis over their estimated usefiil
lives. The estimated useful life and amortisation
method are reviewed at the end of each reporting
period, with the effect of any changes in estimate
being accounted for on a prospective basis.
Intangible assets with indefinite useful lives that
are acquired separately are carried at cost less
any subsequent accumulated impairment losses.
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ERLMENEE)ERA

BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL
STATEMENTS AND MATERIAL
ACCOUNTING POLICY INFORMATION
- continued

Intangible assets (other than goodwill)
- continued

Internally-generated intangible assets - research
and development expenditure

An internally-generated intangible asset arising
from development activities (or from the
development phase of an intemal project) is
recognised if, and only if, all of the following
have been demonstrated:

- the technical feasibility of completing the
intangible asset so that it will be available for
use or sale;

- the intention to complete the intangible asset
and use or sell it;

- the ability to use or sell the intangible asset;

- how the intangible asset will generate
probable future economic benefits;

- the availability of adequate technical,
financial and other resources to complete the
development and to use or sell the intangible
asset; and

- the ability to measure reliably the
expenditure attributable to the intangible
asset during its development.

The amount initially recognised for internally-
generated intangible assets is the sum of the
expenditure incurred from the date when the
intangible asset first meets the recognition
criteria listed above. Where no internally-
generated intangible asset can be recognised,
development expenditure is recognised in profit
or loss in the period in which it is incurred.
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ERSMIZIR(E M) E R 7]
BASIS OF PREPARATION OF 3. HEMBRRNANEERE e

CONSOLIDATED FINANCIAL
STATEMENTS AND MATERIAL
ACCOUNTING POLICY INFORMATION
- continued

Intangible assets (other than goodwill)
- continued

Internally-generated intangible assets - research
and development expenditure - continued

Subsequent costs and qualifying development
expenditure incurred after the completion of a
system are included in the asset's carrying
amount or recognised as a separate asset only
when it is probable that future economic benefits
associated with that item will flow to the Group
and the cost of the item can be measured reliably.
All other repairs and maintenance costs and other
subsequent expenditure are charged to profit or
loss when incurred.

Subsequent to initial recognition, internally-
generated intangible assets are reported at cost
less accumulated amortisation and accumulated
impairment losses (if any), on the same basis as
intangible assets that are acquired separately.

Amortisation

Amortisation of intangible assets with finite
useful lives is charged to profit or loss on a
straight-line basis over the assets' estimated
useful lives. The following intangible assets
with finite useful lives are amortised from the
date they are available for use and their estimated
useful lives are as follows:
- Computer software 3 -5 years

Both the period and method of amortisation are
reviewed annually.,
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ER SR REE G IR AT

BASIS OF PREPARATION OF 3.

CONSOLIDATED FINANCIAL
STATEMENTS AND MATERIAL
ACCOUNTING POLICY INFORMATION
- continued

Intangible assets (other than goodwill)
- continued

Amortisation - continued

Intangible assets are not amortised while their
useful lives are assessed to be indefinite, Any
conclusion that the useful life of an intangible
asset is indefinite is reviewed annually to
determine whether events and circumstances
continue to support the indefinite useful life
assessment for that asset. If they do not, the
change in the useful life assessment from
indefinite to finite is accounted for prospectively
from the date of change and in accordance with
the policy for amortisation of intangible assets
with finite lives as set out above.

The following intangible asset is assessed to
have indefinite useful life:

- Trading rights

Credit losses and impairment of assets

()  Credit losses from financial instruments

The Group recognises a loss allowance for
expected credit losses ("ECLs") on the
following items:

- financial assets measured at amortised
cost (including cash and deposits, bank
balances held on behalf of customers,
accounts receivable, deposits and other
recetvables and financial assets held
under resale agreements, which are held
for collection of contractual cash flows
that represents solely payments of
principal and interest); and
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3. BASIS OF PREPARATION OF 3. HEMBRENGHEELE Kest
CONSOLIDATED FINANCIAL B S - 8

STATEMENTS AND MATERIAL
ACCOUNTING POLICY INE ORMATION
- continued

Credit losses and impairment of assets
- continued

(1)  Credit losses from financial instruments
- continued

The Group considers that there shall be no
loss allowance for ECL on loan
commitment given the rights held by the
Group in cancelling the commitment at its
sole discretion.

Financial assets measured at fair value
through profit or loss, derivative financial
instruments and equity instrument
measured at fair value through other
comprehensive income are not subject to
the ECL assessment,

Measurement of ECLs

ECLs are a probability-wei ghted estimate
of credit losses of financial assets. Credit
losses are measured as the present value
discounted at the effective interest rate
determined at initial recognition, (i.e. the
difference between the cash flows due to
the Group in accordance with the contract
and the cash flows that the Group expects
to receive).

The maximum period considered when
estimating ECLs is the maximum
contractual period over which the Group is
exposed to credit risk.

In measuring ECLs, the Group takes into
account reasonable and supportable
information that is available without undue
cost or effort. This includes information
about past events, current conditions and
forecasts of future economic conditions.

— 145 -

EREHEAG R - 4

) =M TAMSEER-H

SRR WA B 17 B B AR
PR, AEERATERS
AR RTHRTAIAE 8k e
RiGEA%S.

BATHEEE R NENSRE
B, IS8T ARSATHER
FAb S ma A BRAHER T A1y
NER TGS SRR,

TRRIE RIS HE R 512

RRERGIRR IS L SRy
B AHENEMEEESSE
METFSE. (FRERREE
HENRITR, RESFE Rk
PR & 43R 4 T B S TR A Y R B
FIABERBZMMNERE, B4
HMIRMIR S IR.

TR BTRAEEEE, A5
W5 B R R AR A7 42 B T g
EERENRESRR.

ETETRAME BB, F5E
5 RS R AR S R A
BEF IR TR 9 4 20 A feds
NER. ERFREMBEREM,
R DU R A A BB TE I
58,

o B

-57.




HUATAI FINANCIAL HOLDINGS (HONG KONG) LIMITED

ERSRIER (BT IRAT

3.  BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL
STATEMENTS AND MATERIAL
ACCOUNTING POLICY INFORMATION
- continued

Credit losses and impairment of assets
- continued

(i) Credit losses from financial instruments
- continued

Measurement of ECLs - continued

ECLs are measured on either of the
following bases:

- 12-month ECLs: these are losses that
are expected to result from possible
default events within the 12 months
after the reporting date; and

- lifetime ECLs: these are losses that are
expected to result from all possible
default events over the expected lives
of the items to which the ECL model
applies.

Loss allowances for fee receivable are
always measured at an amount equal to
lifetime ECLs. ECLs on these financial
assets are estimated using a provision
matrix based on the Group's historical
credit loss experience, adjusted for factors
that are specific to the debtors and an
assessment of both the current and forecast
general economic conditions at the
reporting date.

For all other financial instruments
(including loan commitments), the Group
recognises a loss allowance equal to 12-
month ECLs unless there has been a
significant increase in credit risk of the
financial instrument since initial
recognition, in which case the loss
allowance is measured at an amount equal
to lifetime ECLs.
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HUATAI FINANCIAL HOLDINGS (HONG KONG) LIMITED

BEREMEREB)ERAT

3. BASIS OF PREPARATION OF 3.

CONSOLIDATED FINANCIAL
STATEMENTS AND MATERIAL
ACCOUNTING POLICY INFORMATION
- continued

Credit losses and impairment of assets

- continued

(i) Credit losses from financial instruments
- continued

Significant increases in credit risk

In assessing whether the credit risk of a
financial asset has increased significantly
since initial recognition, the Group
compares the risk of default occurring on
the financial instrument assessed at the
reporting date with that assessed at the date
of initial recognition. In making this
assessment, the Group also considers both
quantitative and qualitative information that
is reasonable and supportable, including
historical experience and forward-looking
information that is available without undue
cost or effort.

In particular, the following information is
taken into account when assessing whether
credit risk has increased significantly since
Initial recognition:

- anactual or expected significant
deterioration in a financial instrument's
external or internal credit rating (if
available);

- significant deterioration in external
market indicators of credit risk, e.g. a
significant increase in the credit spread,
the credit defaunlt swap prices for the
debtor;

- existing or forecast changes in the
business, financial and economic
conditions that have a significant
adverse effect on the debtor's ability to
meet its obligation to the Group;
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HUATAI FINANCIAL HOLDINGS (HONG KONG) LIMITED

EREMERGEEERAT

3.  BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL
STATEMENTS AND MATERIAL
ACCOUNTING POLICY INFORMATION
- continued

Credit losses and impairment of assets
- continued

(1) Credit losses from financial instruments
- continued

Significant increases in credit visk
- continued

- anactual or expected significant
deterioration in the operating results of
the debtor;

- an actual or expected significant
adverse change in the regulatory,
economic, or technological
environment of the debtor that results
in a significant decrease in the debtor's
ability to meet its debt obligations; and

- when financial instrument is having
past due exceeding threshold as defined
in respective policies of the Group.

The Group regularly monitors the
effectiveness of the criteria used to identify
whether there has been a significant
increase in credit risk and revises them as
appropriate to ensure that the criteria are
capable of identifying significant increase
in credit risk before the amount becomes
past due.
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HUATAI FINANCIAL HOLDINGS (HONG KONG) LIMITED

ERLBIBR(EE)ERAT

3. BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL
STATEMENTS AND MATERIAL
ACCOUNTING POLICY INFORMATION
- continued

Credit losses and impairment of assets
- continued

@

Credit losses from financial instruments
- continued

Definition of Default

For internal credit risk management, the
Group considers an event of default occurs
when information developed internally or
obtained from external sources indicates
that the debtor is unlikely to pay its
creditors, in full (without taking into
account any collateral held by the Group).

Credit-impaired asset

Interest income recognised on financial
assets is calculated based on the gross
carrying amount of the financial asset
unless the financial asset is credit-impaired,
in which case interest income is calculated
based on the amortised cost (i.e. the gross
carrying amount less loss allowance) of the
financial asset.

At each reporting date, the Group assesses
whether a financial asset is credit-impaired,
A financial asset is credit-impaired when
one or more events that have a detrimental
impact on the estimated future cash flows
of the financial asset have occurred.
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HUATAI FINANCIAL HOLDINGS (HONG KONG) LIMITED

EREMEREEB)ERAH

3. BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL
STATEMENTS AND MATERIAL
ACCOUNTING POLICY INFORMATION
- continued

Credit losses and impairment of asgets
- continued

(i)  Credit losses from financial instruments
- continued

Credit-impaired asset - continned

Evidence that a financial asset is credit-
impaired includes the following observable
events:

- significant financial difficulties of the
debtor;

- abreach of contract, such as a default
or delinquency in interest or principal
payments;

- it becoming probable that the borrower
will enter into bankruptcy or other
financial reorganisation;

- substantial shortfall of the loan balance
versus the collateral held by the Group
while there is no concrete repayment
plan to reduce the shortfall;

- the lender, for economic or contractual
reasons relating to the borrower's
financial difficulty, having granted to
the borrower a concession(s) that the
lender(s) would not otherwise consider;

- the disappearance of an active market

for a security because of financial
difficulties of the issuer.
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HUATAI FINANCIAL HOLDINGS (HONG KONG) LIMITED
EReMERGEE)HRAT

3. BASIS OF PREPARATION OF 3. HAMBERRIGHEELEREE

CONSOLIDATED FINANCIAL Fi(Es -4

STATEMENTS AND MATERIAL

ACCOUNTING POLICY INFORMATION

- continued

Credit losses and impairment of assets ERBERIEERE - &

~ continued

(i) Credit losses from financial instruments () &MTEMEEEE-E
- continued
Key parameters for expected credit losses TEH G B 28
Depending on whether the credit risk is FEEBRBEERAMRTEEHE
significantly increased, the Group measures BIMUERECBEEERE, &
the loss allowance for that financial REFE A SRR 12 {8 B et (R 75
instrument at an amount equal to 12-month ERTEN S RS B A T A

" (=] ~H A

or lifetime expected credit losses. The key

HIIRSRIEME . HTH B EURRRR A

parameters for measuring expected credit

losses for financial assets other than fee ShRIE R E R ?Eﬁﬁ%%@% E_I-Jii

receivable, include the probability of F RSB A IEEAME. B4YE

default ("PD"), loss given default ("LGD") REMELNREN D . AEEER

and exposure at default ("EAD"). The FE S stEUE N3 58 F 5T .

Group considers the quantitative analysis of BRIFRERITRENS N E

historical data (such as the credit rating of AT RATHEIEAZ B, BT

counter parties, ways of guarantee, and the St 2 AMEE M s v 4 A‘\n'

category of collateral, etc.) and forward- i‘ SRR S IR MR 8L

looking information, to establish a model of e

PD, LGD, and EAD.

Methods that is used in the calculation of TR B R IRGT B

expected credit losses

The Group considers PD/LGD impact on A EE % FIEAGR (PDYELIE

measuring expected credit losses: RE (LGD) HTEHE HiERET

2

- PDis an estimate of the likelihood that - EBHME (PD) RIEEBAER
a borrower will be unable to meet its ;12 {8 B eR e E R A 48 A
debt obligations over the future 12 W, BTSSR
months or the whole remaining Bot . Aot B RE B3R 4G

lifetime. The Group estimates PD
based on the historical default data,

8. NIMESEERE R |l

internal and external credit ratings and BtE B S E R RN
forward-looking information, etc. =,
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HUATAI FINANCIAL HOLDINGS (HONG KONG) LIMITED

ERERMEREE)ERAH

3. BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL
STATEMENTS AND MATERIAL
ACCOUNTING POLICY INFORMATION
- continued

Credit losses and impairment of agsets
- continued

(@

Credit losses from financial instruments
- continved

Methods that is used in the calculation of
expected credit losses - continued

LGD is the estimated share of the
exposure at default that is lost when a
borrower defaults. LGD varies
depending on the category of
counterparties, ways and priority of
recourse, and the category of collateral.
LGD is the percentage of loss when
default occurs;

EAD is an estimation of the extent to
which the Group may be exposed to a
counterparty in the event of the
counterparty's default in the future 12
months or the whole remaining
lifetime;

Forward-looking information, both the
assessment of a significant increase in
credit risk and calculation of expected
credit losses include forward-looking
information. The Group identifies the
key economic factors affecting credit
risk and the expected credit losses of
different kinds of business based on
historical data analysis. The Group
forecasts economic factors periodically
and applies expert judgements to
determine the impact of forward-
looking information on PD, etc.

For margin loan, the Group make monthly
assessment on the borrower's credit risk

based on available information including

collateral maintenance ratio, concentration
ratio and overdue status.
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HUATAI FINANCIAL HOLDINGS (HONG KONG) LIMITED

EFE SRR EE)ERAT

3. BASIS OF PREPARATION OF 3.

CONSOLIDATED FINANCIAL
STATEMENTS AND MATERIAL
ACCOUNTING POLICY INFORMATION
- continued

Credit losses and impairment of assets
- continued

(i) Credit losses from financial instruments
- continued

Write-off policy

The gross carrying amount of a financial
asset is written off (either partiaily or in
full) to the extent that there is no realistic
prospect of recovery, This is generally the
case when the Group determines that the
debtor does not have assets or sources of
income that could generate sufficient cash
flows to repay the amounts subject to the
write-off.

(ii) Impairment of other assets

Internal and external sources of information
are reviewed at the end of each reporting
period to identify indications that the
following assets may be impaired or, except
in the case of goodwill, an impairment loss
previously recognised no longer exists or
may have decreased:

- property, plant and equipment (other
than properties carried at revalued
amounts);

- intangible assets; and

- right-of-use assets.
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HUATAI FINANCIAL HOLDINGS (HONG KONG) LIMITED

ERSMIEREB)ERLF

3. BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL
STATEMENTS AND MATERIAL
ACCOUNTING POLICY INFORMATION
- continued

Credit losses and impairment of assets

- continued

(i) Impairment of other assets - continued

If any such indication exists, the asset's
recoverable amount is estimated.

Calculation of recoverable amount

The recoverable amount of an asset is
the greater of its fair value less costs of
disposal and value in use. In assessing
value in use, the estimated future cash
flows are discounted to their present
value using a pre-tax discount rate that
reflects current market assessments of
the time value of money and the risks
specific to the asset. Where an asset
does not generate cash inflows largely
independent of those from other assets,
the recoverable amount is determined
for the smallest group of assets that
generates cash inflows independently
(i.e. a cash-generating unit). A portion
of the carrying amount of a corporate
asset is allocated to an individual cash-
generating unit if the allocation can be
done on a reasonable and consistent
basis, or to the smallest group of cash-
generating units if otherwise.
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HUATAI FINANCIAL HOLDINGS (HONG KONG) LIMITED

EREMEREBERAT

3.  BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL
STATEMENTS AND MATERIAL
ACCOUNTING POLICY INFORMATION
- continued

Credit losses and impairment of asseis

- continued

(ii) Impairment of other assets - continued

Recognition of impairment losses

An impairment loss is recognised in
profit or loss if the carrying amount of
an asset, or the cash-generating unit to
which it belongs, exceeds its
recoverable amount. Impairment losses
recognised in respect of cash-generating
units are allocated first to reduce the
carrying amount of any goodwill
allocated to the cash-generating unit (or
group of units) and then, to reduce the
carrying amount of the other assets in
the unit (or group of units) on a pro rata
basis, except that the carrying value of
an asset will not be reduced below its
individual fair value less costs of
disposal (if measurable) or value in use
(if determinable).

Reversals of impairment losses

An impairment loss is reversed if there
has been a favourable change in the
estimates used to determine the
recoverable amount. A reversal of an
impairment loss is limited to the asset's
carrying amount that would have been
determined had no impairment loss
been recognised in prior years.
Reversals of impairment losses are
credited to profit or loss in the year in
which the reversals are recognised.
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HUATAI FINANCIAL HOLDINGS (HONG KONG) LIMITED

EREMEREB)FRAT

BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL
STATEMENTS AND MATERIAL
ACCOUNTING POLICY INFORMATION
- contfinued

Accounts and other receivables

Accounts and other receivables are recognised
when the Group has an unconditional right to
receive consideration. A right to receive
consideration is unconditional if only the passage
of time is required before payment of that
consideration is due. If revenue has been
recognised before the Group has an unconditional
right to receive consideration, the amount is
presented as a confract asset.

Receivables are stated at amortised cost using the
effective interest method less allowance for credit
losses as determined below:

The loss allowance of accounts receivable from
margin clients is measured at 12-month ECLs
unless there has been a significant increase in
credit risk since initial recognition, in which case
the loss allowance is measured at an amount
equal to lifetime ECLs.

The loss allowance of fee receivable is measured
at an amount equal to lifetime ECLs, which are
those losses that are expected to occur over the
expected life. The loss allowance is estimated
using a provision matrix based on the Group's
historical credit loss experience, adjusted for
factors that are specific to the debtors and an
assessment of both the current and forecast
general economic conditions at the reporting
date.

ECLs are remeasured at each reporting date with
any changes recognised as an impairment loss or
reversal in profit or loss. The Group recognises
an impairment gain or loss with a corresponding
adjustment to the carrying amount of accounts
and other receivables through a loss allowance
account.
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HUATAI FINANCIAL HOLDINGS (HONG KONG) LIMITED

ERSHMER(EBARLT

BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL
STATEMENTS AND MATERIAL
ACCOUNTING POLICY INFORMATION

- continued

Accounts and other receivables - continued

The gross carrying amount of a trade debtor or
other receivables is written off (either partially or
in full) to the extent that there is no realistic
prospect of recovery. This is generally the case
when the Group determines that the debtor does
not have assets or sources of income that could
generate sufficient cash flows to repay the
amounts subject to the write-off.

Interest-bearing borrowings

Interest-bearing borrowings are recognised
initially at fair value less attributable transaction
costs. Subsequent to initial recognition, interest-
bearing borrowings are stated at amortised cost
using the effective interest method.

Trade and other pavables

Trade and other payables are initially recognised
at fair value. Subsequent to initial recognition,
trade and other payables are stated at amortised
cost unless the effect of discounting would be
immaterial, in which case they are stated at cost.

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank
and in hand, demand deposits with banks and
other financial institutions, and short-term, highly
liquid investments that are readily convertible
into known amounts of cash and which are
subject to an insignificant risk of changes in
value, having been within three months of
maturity at acquisition.
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HUATAI FINANCIAL HOLDINGS (HONG KONG) LIMITED

BREMIBREE)ERA D

3. BASIS OF PREFARATION OF
CONSOLIDATED FINANCIAL
STATEMENTS AND MATERIAL
ACCOUNTING POLICY INFORMATION
- continued

Emplovee benefits

¢y

(i)

(iii)

Employee benefits and contributions to
defined contribution retirement plans

Salaries, annual bonuses, paid annual leave,
contributions to defined contribution
retirement plans and the cost of non-
monetary benefits are accrued in the year in
which the associated services are rendered
by employees. Where payment or
settlement is deferred and the effect would
be material, these amounts are stated at
their present values.

Termination benefits

Termination benefits are recognised at the
earlier of when the Group can no longer
withdraw the offer of those benefits and
when it recognises restructuring costs
involving the payment of termination
benefits.

Share-based payments

The Company granted shares to its
employees. The fair value of share awards
granted to employees is recognised as an
employee cost with a corresponding
increase in a share based payment reserve
within equity measured. The fair value is
measured at grant date using the stock price
of Huatai Securities Co., Ltd, the ultimate
holding company of the Company, taking
into account the terms and conditions upon
which the awards were granted. Where the
employees have to meet vesting conditions
before becoming unconditionally entitled to
the shares, the total fair value of the shares
is spread over the vesting period, taking
into account the probability that the awards
will vest.
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HUATAI FINANCIAL HOLDINGS (HONG KONG) LIMITED

HERSRUER(TR)HRAT

BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL
STATEMENTS AND MATERIAL
ACCOUNTING POLICY INFORMATION
- continued

Employee benefits - continued

(iv) Long Services Payment ("LSP")

The Group operates in Hong Kong and is
obliged to pay LSP to employees under
certain circumstances as specified in the
Hong Kong Employment Ordinance. The
LSP is a defined benefit plan and the Group
recognises the past service cost by
estimating the present value of LSP with a
number of parameters and assumptions
with change of the LSP recognised as part
of the staff cost in the consolidated
statement of profit or loss and other
comprehensive income.

Remuneration for key management
personnel of the Group for the year ended
31 December 2025, including amounts paid
to Company's directors, amounted to
HK$11,170,865 (2024: HK$15,019,832).

Income tax

Income tax expense represents the sum of current
and deferred income tax expenses.

The tax currently payable is based on taxable
profit for the year. Taxable profit differs from
profit/(loss) before tax because of income or
expense that are taxable or deductible in other
years and items that are never taxable or
deductible. The Group's liability for current tax
is calculated using tax rates that have been
enacted or substantively enacted by the end of
the reporting period.
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EF SR (EE)ERAH

BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL
STATEMENTS AND MATERIAL
ACCOUNTING POLICY INFORMATION
- continued

Income tax - continued

For the purposes of measuring deferred tax for
leasing transactions in which the Group
recognises the right-of-use assets and the related
lease liabilities, the Group first determines
whether the tax deductions are attributable to the
right-of-use assets or the lease liabilities.

For leasing transactions in which the tax
deductions are attributable to the lease liabilities,
the Group applies HKAS 12 requirements to the
lease liabilities, and the related assets separately.
The Group recognises a deferred tax asset related
to lease liabilities to the extent that it is probable
that taxable profit will be available against which
the deductible temporary difference can be
utilised and a deferred tax liability for all taxable
temporary differences.

Deferred tax is recognised on temporary
differences between the carrying amounts of
assets and liabilities in the consolidated financial
statements and the corresponding tax bases used
in the computation of taxable profit.
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HUATAI FINANCIAL HOLDINGS (HONG KONG) LIMITED

ER SR (EE)ERA T

BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL
STATEMENTS AND MATERIAL
ACCOUNTING POLICY INFORMATION
- continued

Income tax - continued

Deferred tax liabilities are generally recognised
for all taxable temporary differences. Deferred
tax assets are generally recognised for all
deductible temporary differences to the extent
that it is probable that taxable profits will be
available against which those deductible
temporary differences can be utilised. Such
deferred tax assets and liabilities are not
recognised if the temporary difference arises
from the initial recognition {other than in a
business combination) of assets and liabilities in
a transaction that affects neither the taxable
profit nor the accounting profit and at the same
time of the transaction does not give rise to equal
taxable and deductible temporary differences. In
addition, deferred tax liabilities are not
recognised if the temporary difference arises
from the initial recognition of goodwill.

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

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

The measurement of deferred tax liabilities and
assets reflects the tax consequences that would
follow from the manner in which the Group
expects, at the end of the reporting period, to
recover or settle the carrying amount of its assets
and liabilities.
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BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL
STATEMENTS AND MATERIAL
ACCOUNTING POLICY INFORMATION
- continued

Income tax - continued

Current/deferred tax assets and liabilities are
offset when there is a legally enforceable right
to set off and when they relate to income taxes
levied to the same taxation entity by the same
taxation authority.

Current and deferred tax are recognised in profit
or loss, except when they relate to items that are
recognised in other comprehensive income or
directly in equity, in which case, the current and
deferred tax are also recognised in other
comprehensive income or directly in equity
respectively.

Provisions and contingent liabilities

Provisions are recognised for other liabilities of
uncertain timing or amount when the Group or
the Company has a legal or constructive
obligation arising as a result of a past event, it is
probable that an outflow of economic benefits
will be required to settle the obligation and a
reliable estimate can be made. Where the time
value of money is material, provisions are stated
at the present value of the expenditure expected
to settle the obligation,

Where it is not probable that an outflow of
economic benefits will be required, or the
amount cannot be estimated reliably, the
obligation is disclosed as a contingent liability,
unless the probability of outflow of economic
benefits is remote. Possible obligations, whose
existence will only be confirmed by the
occurrence or non-occurrence of one or more
future events are also disclosed as contingent
liabilities unless the probability of outflow of
economic benefits is remote.
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3.  BASIS OF PREPARATION OF 3. EAMBRENGUNEEREXSE
CONSOLIDATED FINANCIAL B s B - 4
STATEMENTS AND MATERIAL
ACCOUNTING POLICY INFORMATION

- continued

Revenue from contract with customers REZESEHIEAN

The Group recognises revenue when (or as) a AR TE(BRBEE )7 A B A B IF RS TERR
performance obligation is satisfied, i.e. when W N, BE Bl e B 40 SIS AR RE RO RIS
"control" of the services underlying the particular Y [EmIRE | ERARER, AEFER
performance obligation is transferred to the 2

customer. ARARRBEYRA -

A performance obligation represents a good and BHEERERERRERBE— 7K
service (or a bundle of goods or services) that is FARAI R BESE R ER B RS ER
distinct or a series of distinct goods or services BB E—1D).

that are substantially the same.

Control is transferred over time and revenue is EH R R, e TP —
recognised over time by reference to the progress JTEFEHE, A\ &EE4 W EAEE
towards complete satisfaction of the relevant BTN RS I T R R R

performance obligation if one of the following
criteria is met:

- the customer simultaneously receives and - AEEEOR, BEREGREILE
consumes the benefits provided by the A4 [ B AU FT IR ML I IR TR
Group's performance as the Group performs;

- the Group's performance creates or enhances - REBEBAEETEHERLTEE,
an asset that the customer controls as the T a5 FE I s ME 78 A A Bl s R L RS
Group performs; or EBEMNERR, B

- the Group's performance does not create an - ARBIEA AR E AR ARE ﬁf’%
asset with an alternative use to the Group and MHENEE, BAEEHBENA
the Group has an enforceable right to 1E BB AR THE R T HITH
payment for performance completed to date. R,

Otherwise, revenue is recognised at a point in SR, WANEERFEERERER

time when the customer obtains control of the P RE RS R

distinet service.
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ERSRREEBERAT

BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL
STATEMENTS AND MATERJAL
ACCQUNTING POLICY INFORMATION
- continued

Revenue from confract with customers
- continned

A contract asset represents the Group's right to
consideration in exchange for services that the
Group has transferred to a customer that is not
yet unconditional. It is assessed for impairment
in accordance with HKFRS 9. In contrast, a
receivable represents the Group's unconditional
right to consideration, i.e. only the passage of
time is required before payment of that
consideration is due,

A contract liability represents the Group's
obligation to transfer services to a customer for
which the Group has received consideration (or
an amount of consideration is due) from the
customer.

A contract asset and a contract liability relating
to a contract are accounted for and presented on
a net basis.

Description of the Group's performance
obligations of main source of income under the
scope of HKFRS 15 is as follows:

(i) Brokerage and commission income

The Group provides broking and dealing
services in securities and other products
such as bonds. Commission income is
recognised at a point in time on the
execution date of the trades at a certain
percentage of the transaction value of the
trades executed or at a fixed amount.
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3. BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL
STATEMENTS AND MATERIAL
ACCOUNTING POLICY INFORMATION
- continued

Revenue from contract with customers

- continued

(if)

(iif)

(iv)

Handling fee income

The Group provides handling services and
platform services. Fee income is
recognised when the transaction is executed
and service is completed.

Placing and underwriting commission

The Group provides placing, sponsoring
and underwriting services to customers for
their fund raising activities in capital
markets. Revenue is recognised when the
relevant placing, sponsoring or
underwriting activities are completed.
Accordingly, the revenue is recognised at a
point in time.

Financial management income

The Group provides asset management
services. The fee arrangements are based
on a percentage applied fo customers' assets
under management or an agreed fee. The
performance obligation is satisfied over
time because the customer is receiving and
consuming the benefits as they are provided
by the Group.

Advisory fee income

The Group provides financial advisory
services. Fee income is recognised when
the transaction is executed and service is
completed.
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ER SR REEERAT

3. BASIS OF PREPARATION OF 3. AR ROmMBMBEERERES
CONSOLIDATED FINANCIAL B (s E -4
STATEMENTS AND MATERIAL
ACCOUNTING POLICY INFORMATION

- continued
Revenue from contract with customers R EEFEHEN - #
- continued
Variable consideration mfiEEHE
For contracts that contain variable consideration, masuEEENSamS, AEEE
the Group estimates the amount of consideration BT A% TR BAE AR A B RE W BN i
to which it will be entitled using the most likely &,
amount,
The estimated amount of variable consideration A EEMEN LR &5, RAEEAEEE
is included in the transaction price only to the B E R E DB LRk, BARK
extent that it is highly probable that such an AR de sk HIB IR A IS ER:, 4o
inclusion will not result in a significant revenue S\ S B E

R o

reversal in the future when the uncertainty
associated with the variable consideration is

subsequently resolved.

At the end of each reporting period, the Group EAIREEAR, REBEHMERZZE
updates the estimated transaction price M (FEE TSR A E F PR (R ZE R E
(including updating its assessment of whether an UGB T ES, DTRLEFIRE
estimate of variable consideration is constrained) HISK BRI L G S 45 5 P R 9 1 S

to represent faithfully the circumstances present
at the end of the reporting period and the
changes in circomstances during the reporting
period.

Financial assets held under resale and sold under BEARESHEBERE HEEASRMEE

repurchase agreements

Financial assets held under resale agreements BMNBRELEEEAEEHIGESRE
are transactions where the Group acquires EMEREREHEA R HERETEE
financial assets which will be resold at a B B R e EENT S, B
predetermined price at a future date under resale el T CIEY T e

agreements. Financial assets sold under

4 oy 3532 2
repurchase agreements are transactions where E E{ﬁﬁi}fﬁ 5155 EJ; ”ﬁz‘\ fE sRH f’é S
the Group sells financial assets which will be R A REZEmAENL S .

repurchased at a predetermined price at a future
date under repurchase agreements.
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HELBBREE)ERAT

BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL
STATEMENTS AND MATERIAL
ACCOUNTING POLICY INFORMATION
- continued

Financial assets held under resale and sold
under repurchase agreements - continued

The cash advanced or received is recognised as
amounts held under resale or sold under
repurchase agreements in the consolidated
statement of financial position. Assets held
under resale agreements are recorded in
memorandum accounts as off-balance sheet
items. Assets sold under repurchase agreements
continue to be recognised in consclidated the
statement of financial position.

The difference between the purchase and resale
consideration, and that between the sale and
repurchase consideration, is amortised over the
period of the respective transaction using the
effective interest method and is included in
interest income and interest expenses
respectively.

Lease
(i} Definition of 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.

For contracts entered into or modified on
or after the date of initial application or
arising from business combinations, the
Group assesses whether a contract is or
contains a lease based on the definition
under HKFRS 16 at inception,
modification date or acquisition date, as
appropriate. Such contract will not be
reassessed unless the terms and conditions
of the contract are subsequently changed.
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3. BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL
STATEMENTS AND MATERIAL
ACCOUNTING POLICY INFORMATION
- continued

Lease - continued
(ii) The Group as a lessee

Allocation of consideration to components
of a contract

The Group applies practical expedient not
to separate non-lease components from
lease component, and instead account for
the lease component and any associated
non-lease components as a single lease
compoenent.

Right-of-use assets
The cost of right-of-use assets includes:

- the amount of the initial
measurement of the lease liability;

- any lease payments made at or before
the commencement date, less any
lease incentives received;

- any initial direct costs incurred by the
Group; and

- an estimate of costs to be incurred by
the Group in dismantling and
removing the underlying assets,
restoring the site on which it is
located or restoring the underlying
asset to the condition required by the
terms and conditions of the lease.

Right-of-use assets are measured at cost,
less any accumulated depreciation and
impairment losses, and adjusted for any
remeasurement of lease liabilities. They
are grouped under Fixed Asset and
categorised as "Right-of-use assets".

Right-of-use assets are depreciated on a

straight-line basis over the shorter of its
estimated useful life and the lease term.
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3.  BASIS OF PREPARATION OF 3.
CONSOLIDATED FINANCIAL
STATEMENTS AND MATERIAL
ACCOUNTING POLICY INFORMATION
- continued

Lease - continued
(1) The Group as a lessee - continued
Refundable rental deposits

Refundable rental deposits paid are
accounted under HKFRS 9 and initially
measured at fair value. Adjustments to fair
value at initial recognition are considered
as additional lease payments and included
in the cost of right-of-use assets.

Lease ligbilities

At the commencement date of a lease, the
Group recognises and measures the lease
liability at the present value of lease
payments that are unpaid at that date. In
calculating the present value of lease
payments, the Group uses the incremental
borrowing rate at the lease commencement
date if the interest rate implicit in the lease
is not readily determinable.

The lease payments relevant to the Group
include:

- fixed payments (including in-substance
fixed payments) less any lease
incentives receivable; and

- payments of penalties for terminating a
lease, if the lease term reflects the
Group exercising an option to
terminate the lease.
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3. BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL
STATEMENTS AND MATERIAL
ACCOUNTING POLICY INFORMATION
- continued

Lease - continued
(i) The Group as a lessee - continued
Lease liabilities - continued

After the commencement date, lease
liabilities are adjusted by interest accretion
and lease payments,

The Group presents lease liabilities as a
separate line item on the consolidated
statement of financial position.

Lease modifications

The Group accounts for a lease
modification as a separate lease if:

- the modification increases the scope of
the lease by adding the right to use one
or more underlying assets; and

- the consideration for the leases
increases by an amount commensurate
with the stand-alone price for the
increase in scope and any appropriate
adjustments to that stand-alone price to
reflect the circumstances of the
particular contract.

For a lease modification that is not
accounted for as a separate lease, the Group
remeasures the lease liability based on the
lease term of the modified lease by
discounting the revised lease payments
using a revised discount rate at the effective
date of the modification.
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3. BASIS OF PREPARATION OF 3. ZEUBEREBENGUNEELE LS
CONSOLIDATED FINANCIAL TS & . 4

STATEMENTS AND MATERIAL
ACCOUNTING POLICY INFORMATION

- continued

Lease - continued HE - 48

(i) The Group as a lessee - continued (i) FEEELAEMA -4
Lease modifications - continued B2 - 4F
The Group accounts for the remeasurement AL BB R AR B R RS I
of lease liabilities by making corresponding ITHIERRS%, LB aEERT
adjustments to the relevant right-of-use B E. ERRENAGAS
asset. When the modified contract contains — A B £ 1 5 1 1 A R 4

one or more additional lease components,

B, AR K IR B A A

the Group allocates the consideration in the

modified contract to each lease component B EBER, BERERNEH
on the basis of the relative stand-alone price HR I EHE 2 D 2 (7 S AR B RR
of the lease component. The associated . HHEIREE RSB E
non-lease components are included in the HFE =N+,
respective lease components.
Translation of foreign currencies SR E
Foreign currency transactions during the year are FRRSNEEAE SRR B H 4R E SRR
translated at the foreign exchange rates ruling at B, DA A B AR RS AR A
the transaction dates. Monetary assets and BARE IR EERRE, BRR
liabilities denominated in foreign currencies are EE7oIE 2 R,

translated at the foreign exchange rates ruling at
the end of the reporting period. Exchange gains
and losses are recognised in profit or loss.

Non-monetary assets and liabilities that are DU S AT B RN s g R
measured in terms of historical cost in a foreign BREXGHNERERE, ¥ 5H
currency are translated using the foreign A A AR A e s A
exchange rates ruling at the transaction dates. AR E R, DLAME & R4 36 LAY

The transaction date is the date on which the e 5 e e 2t 5T
Group initially recognises such non-monetary PURRRY RS % 2 SR (AT B AT

assets or liabilities. Non-monetary assets and HH RS E R .
liabilities denominated in foreign currencies that

are stated at fair value are translated using the

foreign exchange rates ruling at the dates the fair

value was measured.
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BRSHIRER)ERAR

3. BASIS OF PREPARATION OF 3. SFEMBRRNGNEEREXEH
CONSOLIDATED FINANCIAL B (S - 4
STATEMENTS AND MATERIAL
ACCOUNTING POLICY INFORMATION

- continued

Translation of foreign currencies - continued HPERIRET - 45

The results of foreign operations are translated BEAMRE ERTR T B AR
into Hong Kong doliars at the exchange rates FEENE R AN, BRSNS IE
approximating the foreign exchange rates ruling ] B A R A B35k 0 e 7 4 T SRR
at the dates of the transactions. Statement of 3 L T A

financial position items, are translated into Hong Efﬁ Eﬁfiﬁiiﬁzfﬁgﬁggﬁ
Kong dollars at the closing foreign exchange U fl el

rates at the end of the reporting period. The R

resulting exchange differences are recognised in
other comprehensive income and accumulated
separately in equity in the exchange reserve.

On disposal of a foreign operation, the TS BRI T E IR,
cumulative amount of the exchange differences BSEIMER S EHEMN B E S E5EeH
relating to that foreign operation is reclassified BN EE A MEEIRNS,

from equity to profit or loss when the profit or
loss on disposal is recognised.

The carrying amount of financial assets that are SR A& RE E MR {E LRGN
denominated in a foreign currency is determined FRAVEVEARE A B A4 0, BASART

in that foreign currency and translated at the spot

rate at the end of each reporting period. s

Specifically:

- For financial assets measured at amortised - HRABERRE E B RE A LB
cost that are not part of a designated hedging BAGBHNESREE, BEaZime)
relationship, exchange differences are [ Sl 2/(BS ) | BUR, e
recognised in profit or loss in the "Foreign T =
exchange gain/(loss)" line item (note 6) as ][fqu&)q (MH&E ORY-—I 2,
part of the "Other income"; R ;

- For financial assets measured at FVTPL that - HRABRIEESMEERNEATE
are not part of a designated hedging HEEBANENESREE, Eax
relationship, exchange differences are B s [HRATESBELSREE
recognised in profit or loss in the "net gain on . gt oy 5 3¢ :
financial assets measured at fair value" line Eﬁifj gﬁfﬁg ;ja\f)\?ﬁm, fe

Al p o

item (note 5) as part of the "revenue".
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EREHEREBERLT

BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL
STATEMENTS AND MATERIAL
ACCOUNTING POLICY INFORMATION
- continued

Translation of foreign currencies - continued

For financial liabilities that are denominated in a
foreign currency and are measured at amortised
cost at the end of each reporting period, the
foreign exchange gains and losses are
determined based on the amortised cost of the
instruments. These foreign exchange gains and
losses are recognised in the profit or loss in the
"Exchange gain/(loss)" line item (note 6) as part
of the "Other income" in respect of financial
liabilities that are not part of a designated
hedging relationship. For those which are
designated as a hedging instrument for a hedge
of foreign currency risk, foreign exchange gains
and losses are recognised in other
comprehensive income and accumulated in a
separate component of equity.

The fair value of financial liabilities
denominated in a foreign currency is determined
in that foreign currency and translated at the spot
rate at the end of the reporting period. For
financial liabilities that are measured as at
FVTPL, the foreign exchange component forms
part of the fair value gains or losses and is
recognised in profit or loss for financial
liabilities that are not part of a designated
hedging relationship.

Borrowing costs

Borrowing costs that are directly attributable to
the acquisition, construction or production of an
asset which necessarily takes a substantial

period of time to get ready for its intended use or
sale are capitalised as part of the cost of that
asset. Other borrowing costs are expensed in the
period in which they are incurred.
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3.  BASIS OF PREPARATION OF 3. EEUIBMRN R R E e
CONSOLIDATED FINANCIAL BEE L, - 4
STATEMENTS AND MATERIAL
ACCOUNTING POLICY INFORMATION

- continued
Borrowing costs - continued BB -
The capitalisation of borrowing costs as part of B EREERA—HIHEER
the cost of a qualifying asset commences when AESEEEMY. EERAEERN
expenditure for the asset is being incurred, i AR E AR BT B R
ot ane mcessay 1 propare the ssse o 3. A TAFEEMMMETAL. T
A ! i A
intended use or sale are in progress. %% z%’% %&‘,}\ e A ﬁﬁﬁﬁﬁﬁ i
Capitalisation of borrowing costs is suspended 4,\54],.ch%[3§3\£%{%]:1€¢ Lﬁ‘zf’“ﬁﬁ‘
or ceases when substantially all the activities i, ERMAREEESRFLES
necessary to prepare the qualifying asset for its .
intended use or sale are interrupted or complete.
Related parties (ol ik T
(a) A person, or a close member of that (@) BT AL, EIERALEGEEA
person's family, is related to the Group if i B AR E R T .
that person:
(i) has control or joint control over the () BEHlEGEEEREER;
Group;
(ii) has significant influence over the (i) BAEBEFERTES; =
Group; or
(iii) is a member of the key management (i) RAEEIAEE AT
personnel of the Group or the R A\ E,
Group's parent company.
(b) An entity is related to the Group if any of (b) WFETIMEAERY, BIEER
the following conditions applies: B B 4 [E) 14 S B
(i) the entity and the Group are () ZEBEALEEZREBER K
members of the same group (which (ENEFAT. HBAF
means that each parent company, FI[E £ 4B A\ 8405 I 1A
subsidiary and fellow subsidiary is B B
related to the others); or i
(ii) one entity is an associate or joint G) —FEBEEF —BHBNES
venture of the other entity (or an ABBREETE BB —F
associate or joint venture of a M BEEETHEATN
member of a group of which the MEARREBLE), B

other entity is a member); or

- 86 -
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ERSHMEREFE)TRAF

3. BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL
STATEMENTS AND MATERIAL
ACCOUNTING POLICY INFORMATION
- continued

Related parties - continued

(b) An entity is related to the Group if any of
the following conditions applies:
- continued

(iif)

(iv)

v)

(vi)

(vii)

both entities are joint ventures of the
same third party; or

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

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

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

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).

(viii) The entity, or any member of a Group

of which it is a part, provides key
management personnel services to the
Group or to the Group's parent
company.

Close members of the family of a person are
those family members who may be expected to
influence, or be influenced by, that person in
their dealings with the entity.
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4. CRITICAL ACCOUNTING JUDGEMENTS 4. HBES:HW LM AEEE2TE

AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the application of the Group's accounting
policies, which are described in note 3, the
directors of the Company are required to make
judgements, estimates and assumptions about the
carrying amounts of assets and liabilities that are
not readily apparent from other sources.

The estimates and associated assumptions are
based on historical experience and other factors
that are considered to be relevant. Actual results
may differ from these estimates.

The estimates and underlying assumptions are
reviewed on an on-going basis. Revisions to
accounting estimates are recognised in the period
in which the estimate is revised if the revision
affects only that period or in the period of the
revision and future periods if the revision affects
both current and future periods.

Key sources of estimation uncertainty

(i) Fair value of financial instruments

The fair value of level 3 unlisted financial
instruments (which classification is based
on the accounting policies as disclosed in
note 3 above) are significantly affected by
the combination of valuation
methodologies employed, the parameters
used and, if required, the related
comparable companies chosen. The
valuation methodologies, key assumptions
and the source of parameters adopted by
the Group are discussed in note 37.
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ERGTRREEERAT

4., CRITICAL ACCOUNTING JUDGEMENTS 4,
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY - continued

EEEF A RAR A EEE R
HIR - 8

et D BRI - 4]

Kev sources of estimation uncertainty
- continued

(ii) Impairment allowances of financial assets

() F=MEeMAERERRE

classified as stage 3

The Group uses various models and
assumptions in estimating ECL.
Judgement is applied in identifying the
most appropriate model for each type of
asset, as well as for determining the
assumptions used in these models,
including assumptions that relate to key
drivers of credit risk.

In assessing the lifetime ECL on individual
credit-impairment financial assets classified
as stage 3, the Group performed the
assessment based on the Group's historical
credit loss experience, adjusted for factors
that are specific to the borrowers, general
economic conditions at the reporting date
as well as the forecast of future conditions
with significant judgement involved. The
Group also reviews the value of the
collateral received from the customers in
determining the impairment. The
methodology and assumptions used for
estimating both the amount and timing of
future cash flows are reviewed regularly to
reduce any differences between loss
estimates and actual loss experience.

Relevant information about ECL movement

on Stage 3 financial assets are disclosed in
note 20 of the financial statements.
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REVENUE

An analysis of revenue is as follows:

Revenue from contracts with
customers within the scope
of HKFRS 15:

Brokerage and comumission income

Handling fee income

Placing and underwriting commission
Financial management and advisory fee incomne

Income within the scope
of HKFRS 9:

Interest income calculated using the effective
interest method:
- margin ¢clients
- cash clients and IPO financing

- financial assets held under resale agreements
and securities borrowing and lending agreements

Net gain/{loss) on financial instruments at fair value
Net gain/{loss) on joint venture measured at fair value

Dividend income from trading equities

As at 31 December 2025 and 31 December
2024, the Group's most contracts with
customers have original expected duration of
less than one year.
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1PN

WA 4TI F
The Group
%
2025 2024
HKS$ HKS

BHEMHRE

A 15 5EER

REFFEHEN:
BER AN 307,500,176 187,233,740
FHREBA 73,715,123 54,645,633
SRR SR 787,304,931 199,226,849
e RS 81,339,125 43,602,482

1,250,259,355 484,798,704

FHHE SRR

Rk kil N
HHRBRREEE

FIBA:

-REEES 197,676,471 161,713,352

-REFEFREWK

AR ERE 11,707,131 2,969,891
-HEARESREE
RiEHRE 7,953,460 6,548,353
217,337,062 171,231,596

EATHERERTA

128/ B518) iR 255155211  (919,481,819)
BATHEABRLELE

U2 /(EE1R)iBER 103,967,078 (195.437,088)
REXZBRENEEL

EGRA 32,055,603 37,103,838

391,177,982 (1,077,815,169)

1,858,774,395 (421,784,869}

A 20254 12 A 31 B R 2024 4F 12 B 31
H, AEBEEZFHHTELRES
HAR A —F LN,
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6.

OTHER INCOME

Interest income from;
Financial assets measured at amortised cost

- Authorized financial institutions
- Others

Foreign exchange gain/(loss)

Management fee income from fellow subsidiaries

Interest income from immediate holding company

Sundry income

STAFF COSTS

Salaries, bonus and allowances
Contribution to retirement schemes
Share-based payment expenses

6.
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HAbYN
The Group
AdEE
2025 2024
HK$ HK$
T HIT
FI BN
TR AR F RN
EMaE
- ARl &R 133,091,559 178,926,939
- HAin 11,478,678 12,186,796
144,570,237 191,113,735
B Gk 35 /(5 1R) 26,005,574  (184,303,115)
FEHEBERMEAR
B B A 1,054,842,090  1,088,170,372
HEEBERATN
FLRBA 1,490,506,354 2.488,724,074
HIEIE A 18,094,144 8,963,649
2,734,018,399  3,592,668,715
B T
The Group
A4EE
2025 2024
HKS HK$
&, BETEE 1,238,911,222  1,212,801,644
BB AR 11,547,321 9,381,896
DLER {7 B A BEAY
IHEA 380,319 2,270,971
1,250,838,862  1,224,454.,511
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EREMIBREE)VERAT

8.

FINANCE COSTS ' 8.

Interest expense on debt securities issued
Interest on related party loans and balances
Interest paid to brokers

Interest expense to banks

Interest on lease liabilities

Interest paid to clients

Others

PROVISION FOR 9.
EXPECTED CREDIT LOSS AND OTHER
OPERATING EXPENSES

An analysis of provision for expected credit
loss 1s as follows:

Provision for/(reversal of) expected credit loss on:
- Accounts receivable from margin clients
- Accounts receivable from cash clients
- Others

An analysis of other operating expenses is as
follows:

Legal and professional fee

IT and communication expenses
Marketing expenses

Others
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Rl Rl A
The Group
FEE

2025 2024

HK$ HK$
EEMTHESESORE 979,669,293 1,309,699,007
FAREA S BRSSO B 416,734,555 694,793,904
FAHEAEEHME 26,257,701 48,334,313
IHRATH A 24,173,405 41,544,045
EHRARAEL 2,397,557 4,603,311
TREFAFEL 2,120,252 668,317
HAk 4,416,146 14,006,261

1,405,768,909 2,113,649,158

Y ERERRE
EHMmEEEH

R RBRBEN T T

The Group
EEE
2025 2024
HKS HKS$
TAHA (S BRI/ ED-
- R E P EWRRRR 18,082,113 7,944,356
-R&EF ENR (844,142) 43,835,568
- A (11,626,727} 19,371,081
5,611,244 71,151,005
Hipsss &R hinT:
The Group
EEE
2025 2024
HK$ HK$
ERNEEERA 97,187,515 191,266,866
= BRI BB W 290,839,893 280,936,642
iR L 98,088,376 104,635,024
Hit 238,582,060 206,653,920
724697844 783,492,452
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10. PROFIT/(LOSS) BEFORE TAXATION 10. FRRTHEFY(E5IR)
Profit/(loss) before taxation is arrived at after AR/ (BB CHG T 7 & 18.
charging:
The Group
FEME
2025 2024
HK$ HK$
Depreciation Eirg:
- property, plant and equipment - i, BB 49,302,761 64,333,028
- right-of-use assets -EREEE 87,989,113 87,448,624
Amortisation charge of intangible assets - BEL W E AN 29,483,076 22,179,559
166,774,950 173,961,211
11. INCOME TAX EXPENSE 11. FRIBFF
(a) Taxation charged to profit or loss (a) FREHETRIYRIEA:
represents:
The Group
A
2025 2024
HKS HKS
Current tax - income tax AHATRIE - FRARA
Provision for the year - Hong Kong REREN - B 136,875,152 31,406,626
Under - provision in prior years HEBHETRE 4472847
Deferred tax RIEFRIY
Origination and reversal of temporary differences BB 2 RN EEHE (700,000) 600,000
Total tax expense HIEMXAF 140,647,999 32,006,626
The provision for Hong Kong Profits 2025 FEEEBH DEARERNEE
Tax for 2025 is calculated at 16.5% FERERIBEF CAAR 2R 16.5% (2024:
(2024: 16.5%) of the estimated 16.5%) 514,
assessable profits for the year.
Taxation for overseas subsidiaries is AN A ) T AH R B 22 8 A i B
charged at the appropriate current rates HAR SR8 4 AT,
of taxation ruling in the relevant
countries.
-03 -
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EREMIBERER)FRAE

11. INCOME TAX EXPENSE - continued

(a)

(b)

Taxation charged to profit or loss
represents: - continued

The Group is subject to the global
minimum top-up tax Pillar Two Rules.
Pillar Two Rules has become effective in
Hong Kong. The top-up tax relates to the
Group’s operation in Hong Kong, where
the annual effective income tax rate is also
estimated to be below 15%. Therefore, a
top-up tax is accrued in the current period
using the tax rate based on the estimated
adjusted covered taxes and net globe
income for the year. The Group has not
recognised a current tax expense related to
the top-up tax for the year ended

31 December 2025 which the top up tax is
expected to be levied on the immediate
holding company.

Reconciliation between tax expense and
accounting loss at applicable tax rates:

Profit/(loss) before taxation

Notional tax on profit/(loss) before taxation,
calculated at the rates applicable to
countries concerned

Tax effect of non-deductible expenses

Tax effect of non-taxable income

Tax effect of unused tax losses not
recagnised

Tax effect of utilisation of unused
tax losses

Under-provision in respect of prior year

Actual tax expense
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11.

IR - 4

(a)

(b)

ERIRE PR HIARIER: - ]

AR E BB T AR MR =
YRR, BoHAROEES
A5 MMM AL B EFERN
R REIEN, TRHNEEEER
BRI RER 15%. FEit, &
S EE AR IE TR R A A
BIRBEAAFEELRIZIRN, T%H
TEFRZIRDZM N . AEEKE
REBE2025F 12 A3 HibEE
SRR B IMAS AR BE 5 5 BAFRIE ST Y,
ZM IR TERT S B B REm AR A F)
B

ML TRBA SCAN & BT IR I E A AR 5t
HRIEBR:

The Group
AR
2025 2024
HKS$ HKS
HEFG HEIT
FNTEEL G I 1.039,100.989 (1,195,824.491)
ML 4 B LK (1938
Bt RE i TE) ealld
(HSHA 42 359000 171.451.663 (75.537.104)
ARAT ATk 3 L P EL I
e 32,574,810 182.025.242
iy B N oA el
W (88.159.299) (74.469.911)
ARAEMT B AR
btil it 20.560.007 162.613
FRS R RIS
HIRIAR Y {252,029) (174,314}
4473847
FHERIIN X 140,647,999 32,006,626
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R EMIER(EE)EIRA T

12.  FIXED ASSETS

12. FAxEE

The Group AEE
Land and
buildings held
by own use Furniture,
carried fixtures and Ripht-of-use
at revalued amounts Motor car equipiment assefs Total
LA TR {7t
AEites A A, e (Note 14)
d:tbFIE A Al R Rl i FA ¥ IR
HKS HK$ HK$ HK$ HKS
HESS HETG iy HETG #In
Cost or valuation: ARA A
At 1 January 2024 R2024E LB IH 11.975.000 2.208.898 297,510,278 156,193.00% 667,887,177
Additions R - - 35.780,269 - 35.780,26%
Disposals R - (745.000) {5.955.044) - (6.7¢0.044)
Deficit on revaluation MY 0 (600.000) - - - (600,000)
At 31 December 2024 #20244FE12 431 A 11,375,000 1.463.898 327,335,503 356,193,001 696,367,402
Representing: e
Cost A - 1,463,898 327,335,503 356,193.001 684,992,402
Valuation - 2024 filifif - 2024 4 11,375,000 - - - 15375000
At | January 2025 20251311 11,375,000 1,463,898 327,335,503 356,193.001 596.367.402
Additions ME - - 38.710.150 4.323.917 43,034,067
Disposals By - - (14.776,805) - (14,776.805)
Deficit on revaluation M ftiRER 780.000 - - - 780,000
At 31 December 2025 R20254E 12318 12,155,000 1.463.898 351.268,848 360,516,918 725.404,664
Representing: )
Cost A - 1.463.898 351,268,848 360.516.918 713.249.664
Valuation - 2025 1440 - 2025 4E 12,155,000 - - - 12,155,000
Accumulated BEHTK:
depreciation:
At ] January 2024 20241 /1B - 1.707.849 197,102,874 140,970,504 339,781,227
Charge for the year AP - 273.299 64,059,729 87.448.624 151,781,652
Disposals nE - (745.000) (5.953.269) - (6.698.269)
At 31 December 2024 Ha024fE 12318 - 1.236.148 255.209.334 228,419,128 484.864.610
At 1 January 2025 R20SE1R LA - 1.236,148 255209334 228.419.128 434,864,610
Charge for the year A HET - 227,750 45,075,011 87.989.113 137,291,874
Dispasats W - - (14,741,127) - (14,741,127}
At 31 December 2025 2025412831 R - 1,463,898 289,543,218 316.408.241 607,415,357
Net bock value: RRTHISME:
At 31 December 2025 B 2025fE 12318 12,155,000 - 61,725,630 44,108,677 117,989.307
At 31 December 2024 B2024E12ANE 11,375,000 227,750 72,126,169 127,773,873
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12.

FIXED ASSETS - continued

Fair value measurement of properties

Fair value hierarchy

Recurring fair value frzie e 3oty gl
measuremcnt AT
Self-occupied land and buildings AT LRl 5t

Recurring fair value HERERFTERN
measurement AT
Self-occupied land and buildings EESR BRIkt

During the year ended 31 December 2025, there
were no transfers between Level 1 and Level 2,
or transfers into or out of Level 3 (2024: Nil).
The Group's policy is to recognise transfers
between levels of fair value hierarchy as at the
end of the reporting period in which they occur,

All of the Group's self-occupied land and
buildings were revalued as at 31 December 2025.

Valuation techniques and inputs used in Level 2
fair value measurements

The fair value of properties held for own use
located in Hong Kong is determined using
market compariscn approach by reference to
recent sales price of comparable properties on a
price per square foot basis using market data
which is publicly available.
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Bl 2 ¥ - 4
PR AFEHETE

12.

L-THE R

Fair value measurements as at
31 December 2025 categorised into
#2025FE12ANAE
G AR LA TR A 4 ST A TR A

Level 2

Fair value at
31 December 2025
#2025 4
12 48 31 81
AT
HKS
H#G

Level | Level 3

R
HK$
it

WM
HKS
#EiT

kR
HKS
Ly

12,155.000

e

12.155.000

Fair value measurements as at
31 December 2024 categorized into
2024912 1B
it 52 T F WA

Fair valiue at

31 December 2024 Level 1 Level 2 Level 3
T 2024 4F
12 3 31 [ty
o i 1 i1 Ea o2 W bl E
HK$ HK$ HK3 HK$
it # T 7T
11,375,000 11,375,000

BE2025F 12 H 31 HILERE, EF
— B — R [ | R AT
HEER, HMEEMAFEEAE=
ok HE =BG (2024 . ).
FEEMBEEE AP EBGZ MY
REEFE MRS B e 45 PRl A o
.

AEETE K A AR 5
2025 4F 12 A 31 AETER.

B ERATEEE A ERAT
TR

RN B RN AFE,
e 1% T i LR AE A A B T R R TiT 4G
PupmiEE, EPCeFUhhRa
SR T RERER.
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13.

14.

OTHER ASSETS 13.

Deposits with the Stock Exchange of Hong Kong Limited
("SEHK"):
- Compensation fund
- Fidelity fund
- Stamp duty

Deposits with the Hong Kong Securities Clearing Corporation
("HKSCC"):
- Admission fee
- Default fund
- Mainland security deposit
- Mainland settlement deposit

Deposits with the HKFE Clearing Corporation Limited
("HKCC"):
- Reserve fund
- Margin deposit

Deposits with the SEHK Options Clearing House Limited
("SEOCH"):
- Reserve fund
- Margin deposit with Derivatives Clearing and Settlement
Systems

RIGHT-OF-USE ASSETS 14,

The analysis of the net book value of right-of-
use assets by class of underlying asset is as
follows:

Properties leased for own use, carried at
depreciated cost
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b &

EWBT A RE S

-BAHES
- HRES
- EPTERR

FRTREFHRAT
e

-AER

- BAEE S

- NS RE S

- NIt EEE

B RN
ReE &
- RS
- fREE G

TFHMESE RS
- e

-MEERET R
RERES

EHERE

The Group
ARE

2025 2024

HKS$ HK$
50,000 50,000
50,000 50,000
500,000 500,000
600,000 600,000
50,000 50,000
96,865,323 76,524,074
8,336,566 7,574,111
16,657,628 10,392,210
121,909,517 94,540,395
1,945,826 8,087,098
5,897,910 22,401,000
7,843,736 30,488,098
1,799,062 4,278,403
1,066,771 21,506,041
2,865,833 25,784,444
133,219,086 151,412,937

FARRE AR T IE RS E R

THEEN T

HE BRI,
AT B A TR

The Group
ZEEE

2025
HK$
BT

44,108,677

2024
HK$
HT

127,773,873
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14,

15.

RIGHT-OF-USE ASSETS - continued

The analysis of expense items in relation to
leases recognised in profit or loss is as follows:

Depreciation charge of right-of-use assets by
class
- properties leased for own use

Interest on lease liabilities

During the year, additions to right-of-use
assets were HK$4,323,917 (2024: HK$Nil).
This amount primarily related to the
capitalised lease payments under new tenancy
agreements.

Details of total cash outflow for leases and the
maturity analysis of lease liabilities are set out
in notes 22(c) and 24 respectively.

INTEREST IN SUBSIDIARIES

The following list contains the particulars of
principal subsidiaries of the Group as of

31 December 2025 and 31 December 2024.
The class of shares held is ordinary unless
otherwise stated.

14, {FREEE - &
B BB ETHRNEAIEE O
W
The Group
ZEEE
2024
HK$
BT
SRR 8 E 4R 400

EREEENFEEA:

- e A% 87,989,113 87,448,624
HEAEAME 2,397,557 4,603,311
N, (RS R niE A s i
4,323,917 71(2024: WHET). BHEEE
B S B E AR TR
HERM.

MERSRHHAENEE 4 ENEEE
SHFT S RIZEMEEE 22(c)F0 24 L,
15. TRHBARIRIEERS

TREFNA 20254E 12 5 31 K 2024 4
12 A 31 BAREBEM T ERE A T2,
CRAEA AR, REBMBERAER

AEER.

Place of
Natne of companies incorporation Principal activities Registered and paid up capital
PNE AEA BRI HESS b REE AT B 2 M A
2025 2024
Held directly by the Company
HAEA A HERE
Huatai International Finance Limited British Virgin Notes issuer us$1.00 USS1.00
R RS EBAERAR Islands SRR A0 1.00 375 1.00 #35¢
Pioneer Reward Limited British Vizgin Bonds issuer US51.00 USS1.00
Islands 90847 L1 1.00 %3¢ 1.00 37T
WM oy
Huatai International Financial Products British Virgin Structured products US$1.00 US$1.00
Limited Islands issuer 1.00 23, 1.00 3¢
KRR AERA ST 3
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Percentage of shares
held by the Group
T 2R 2 e )
iteod ket
2025 2024

100% 100%

100% 100%

100% 100%

-08 -




HUATAI FINANCIAL HOLDINGS (HONG KONG) LIMITED

BRSMER (B EA T

15.

INTEREST IN SUBSIDIARIES - continued 15.

The table above lists out the subsidiaries of the
Group which, in the opinion of the directors of
the Company, principally affected the results or
assets of the Group, At the end of the reporting
period, the Company has other subsidiaries that

are not material to the Group. To give details
of other subsidiaries would, in the opinion of
the directors of the Company, result in

particulars of excessive length.

In addition, the following investment funds are
consolidated into consolidated financial
statements of the Group. These consolidated
investment funds are not body corporates and
therefore do not have any registered or paid-up
register capital. All the below-mentioned
interest in consolidated investment funds are
held indirectly by the Company.

Nane of funds
pASE A

Huatzi International Greater Bay

Area Investment Fund 11, L.P,

LP

Huatai Value Investment Fund L.P.

Huatai Special Opportunities Fund 1,

Place of
incorporation

S AL ET 7 4

Cayman Islands

Fi) SR 7 %

Cayman Islands
{AS BERY

Cayman Islands

2L

Principal activities
bS8

Tnvestment holding
At

Investment holding

48

Investiment holding

fantelly
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TRET B AR HIRE RS -

LRI A AR EER AT EREAET
RERAEZREENBE AT, RREH
R, FATARMEAEBMERYFEX
HIMBAR. AAREERS, MIIHE
BB AR 23, HAEEERTE.

Besh, BITREESHALEB WA
B#E. BREARAELSY RN
R, HEWRETHEFREER. T
BB RE R SR m AR AT
BHE.

Percentage of net assets held

by the Group
Net asset value LH AL 54T 1ty
beibeeng A bl g
2025 2024 2025 2024
US$47.980,357 US547,980,356 100% 100%
47.980.357 2% 47.880,356 Y470
US$107.537.175 15394.976,947 99.65% 99.65%
107.537.175 265 94.876.947 KT
US$21.234.414 US$14.809,677 99.65% 99.65%
21.234.414 855 14,809,677 7%
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16.

INTEREST IN JOINT VENTURE

The following list contains the particulars of
the joint venture as of 31 December 2025 and
31 December 2024.

Name of company Place of incorperation

NCIEZY A 11T B AT AT 2 i
Huatai International Cayman Islands
Greater Bay Area eSS

Investment Fund, L.P.

The directors considered that the Group's
interests in Huatai International Greater Bay
Area Investment Fund, L.P. shall be measured
at fair value through profit or loss instead of
applying equity method as the subsidiaries
holding these investments are investment
funds, with investments holding for short- to
medium-term and with actively monitored exit
plan. The subsidiaries' investments also form
part of a portfolio, which is monitored and
managed without distinguishing between
investments that qualify as joint ventures and
those that do not. There is no unfilled capital
commitment on the joint venture as at

31 December 2025 and 31 December 2024
respectively and the fair values represent the
maximum exposure on respective reporting
dates.
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REBhEI BN

LR FIE B8 E 20254 12 B 31 BA
2024F 2 A3 HAEEMTESS o3

1R -

Percentage of interest

held by the Group Principal activity
AR ERFR
sk TEER
2025 2024
40% 40% Investment holding

WEER

EHNA, AR Huatai International
Greater Bay Area Investment Fund, L.P. ]
B UANEES B EESEE AR
., MAERAERE, HAREZSH
BHMTFARAREES, AFFZER
EREHERRE, BERBERY
BHEHE. FARIMBE BERREHE
FRI—8, HEREAARITESN
B, FROSFEE GBS FR
HEaHEEERHRE. R20255 128
31HA 2024 12 A 31 H, ZAEBLE
M EARBITEARRE, BAFEAES
& H R SR RO
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16.

INTEREST IN JOINT VENTURE
- continued

Summarised financial information of the
Group's joint venture, adjusted for any
differences in accounting policies, and a
recorciliation to the carrying amount in the
consolidated financial statements, are
disclosed below:

Gross amounts of the joint venture:
Current assets

Non-current assets

Current liabilities

Non-current liabilities

Equity

Recounciliation of carrying amounts

to the Group's interest in joint venture:

Carrying amount of joint venture as at 1 January

Carrying amount of joint venture as at 31 December

16.

- 189 —

RegihE B -

FHRESRLENRHRS(CHREe
BURERIETHE) U G S B HRE+

ARESARAFAG R .
The Group
2025 2024
HKS HKS$
BB WS
wahR E 129,400,112 225,442,034
dEMiERE - -
ME A -
IRy =N -
HER 329,409,112 225,442,034
FESREEENRSE
RRERHE LN AR,
ERLEM A 1A
BRE&H 225,442,034 420,879,122
EEEEMRI12A31 82
AR 43R 329,409,112 225442 034
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17.

FINANCIAL ASSETS/LIABILITIES AT 17.

FAIR VALUE THROUGH PROFIT OR
LOSS

Financial assets at fair value through
profit or loss

Debt instruments
- Listed
- Unlisted

Equity securities
- Listed
- Unlisted

Funds
- Listed

Others
- Convertible bonds

- Total return swaps
- Derivative assets (Note 18 (a))

Financial liabilities at fair value through
profit or loss

Debt instruments
- Listed

Equity securities *
- Listed

Total return swaps
Structured notes

Interests in consolidated investment funds
attributable to other holders (note (i)

Derivative liabilities (Note 18 (a))

*  The balance represents short selling of listed equity
securities,
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EATEERBENERNSME E/AH

The Group
ZEHE
2025 2024
HKS$ HKS$

MAFEERS
MNERNERRE
!
-k 3,643,825,565 3,474,457,617
-dE kAT 568,879,712 518,398,173

4,212,705 277 3,992,855,790
HEZSvE 37
-k 4,0,76,095,346 2,217,383,793
-FE LT 202,233,367 320,096,907

4,278.328,713 2,537,480,700
B4
-k 938,872,810 1,638
Hib
- B iR {E S 41,213,567 72,591,425
- ER 549,179,534 471,192,783
-HETEEE
(F93E 18 (a)) 173,768,439 226,601,335

10,194,068,340 7,300,723,671
WA TEBIEEN
BR&REH
EHELE
-k (4,751,970,766)  (5,371,309,311)
TER S
-t {92,516,925) (54,497,359)
g H (365,350,456)  {1,068,391,382)
TR (8,910,909,529) (15,208,469,524)
REfEEEs
IR ARAE S (EEG)  (3.534,624) (3,012,603)
FMETAAK
(P5E 18 (a) (222,444,767) {513,687,582)

(14,346,727,067)  (22,219,367,761)
O OBBNRITHESSESNES.
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17. FINANCIAL ASSETS/LIABILITIES AT FAIR
VALUE THROUGH PROFIT OR LOSS
- continued

Notes:

(i)

Financial assets at fair value through profit
or loss includes certain investment funds
that are consolidated into the consolidated
financial statements of the Group.
Classification of investments as detailed
above is based on investments by these
consolidated investment funds. The Group
had consolidated these investment funds
based on the criteria as set out in note 3
where the Group acted as an investment
manager and is also an investor. Based on
the assessment on those criteria, directors
of the Company concluded the Group is a
principal in respect of these investment
funds.

Third party interests held was classified as
a financial liability designated at fair value
through profit or loss based on the
accounting policy as set out in note 3. As
at 31 December 2025, interests held by the
third party interests amounted to HK$
3,534,624 (2024: HK$3,012,603).

18.  DERIVATIVE FINANCIAL INSTRUMENTS

(a) Fair value of derivatives

The following is a summary of each
significant type of derivatives, without
taking into account the effects of bilateral
netting arrangements.

— 191 -

17.

18.

BATESRENENSRE E/ AE
-4

MiaE:

() BATFEARIMEMEEPH,
EETHAGSMBRENIREE
&. LRRFIRRE SR
SRR REST ARG AL
. KEHDRER G ES
HEaSRRES, KhAaElaz
SEENREETEARREE. B
RS RS, AATEE
RRAEEADSREESNESR
A

REEHIGE 3 FRE &5t s, £=
TR MESESEREATER
BRENRNEMEE. H2025%12
R318, B=FHESFENEES
P5¥E3,534,624T0(20244F ;.  HEHK
3,012,603 7T).

&R TA
() MTETRHATE

THRBURE RGBT HEE %
AT E TR EEEAME.
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18. DERIVATIVE FINANCIAL INSTRUMENTS

- continued

(a) Fair value of derivatives - continued

Currency derivatives
- Foreign exchange forward contracts

Interest rate swaps
Futures and options contracts

Warrants and CBBCs

HRMETR
- SHE &8y

GRS ]
N R &5
RO Bt flEE

- 192 —

TEEMIA - H

(@ MTETERMAFE-H

The Group
AL
2025 2024
Assets Liabilities Assets Liabilities
4713 hsivd Pi Al
HK$ HKS HKS$ HKS
7T it it 237
(Note 17) (Note 17) (Note 17) {Note 17)
(FEE 1 (H13E 17} (L 17 PRk 17)
463,602 (20.585.128) 36,546,956 (36.546.957)
27,894,113 (7.411,501) 16,706,442 (258.640,002)
136.907.870 {49.934,33%) §57.213,74 (134,410,361}

8.502.854 {144.513.799) 16,134,203 (84.090.262)

173.768.439 (222,444,767) 236,601,335 (513.687.582)
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19. INCOME TAX IN THE CONSOLIDATED 19.

e A B ISR B s K TR AR
STATEMENT OF FINANCIAL POSITION

(a) Tax payable in the consolidated

() AZEMBRRRITHEMNRIES.
statement of financial position represents:
The Group
AdEM

2025 2024

HKS$ HKS$

T HEIT

Balance of Tax payable ~ Hong Kong JE {38 i R

- HiE 122,655,884 11,431,828

- 106 -
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19.

20.

INCOME TAX IN THE CONSOLIDATED 19.

STATEMENT OF FINANCIAL POSITION

- continued

(c) Deferred tax assets not recognised

In accordance with the accounting policy

set out in note 3, the Group had not

recognised deferred tax assets in respect

of cumulative tax losses of

HK.$39,852,356 (2024: HK$41,379,807)
as at 31 December 2025 as it was not

probable that future taxable profits

against which the losses can be utilised

will be available in the relevant tax

jurisdiction and entity. The tax losses do
not expire under current tax legislations

of the respective subsidiaries.

ACCOUNTS RECEIVABLE

Advances to custemners in margin financing
Accounts receivable from
- Cash and other clients
- Brokers and dealers
- Clearing houses
Fees and other receivables
Less: provision for expected credit losses:
- Advances to customers in margin financing
- Accounts receivable from cash and other clients
- Others

Analysed by the stages ofallowance for ECLs
on advances to customers in margin financing:

Stage |
Stage 11
Stage Il

Total

20.

— 197 —

e BN EAT RGN - 8

(c) RIEFRIEEMRIRG =

RIEMEE 3 FTEIRIERIBUR, A&
B 20254E12 A3 1 HARBH B
TE RS 1R 539,852,356 70 (2024: #
#41,379,80770) iR R E R IE
B, TERE &R AT HEF] A AR
48 0 T S 4R T R A B ) v RE I A
BiEP. RS HBELARKIRTIG
%, MIRETHEARIERARE.

JE W Rk

TREEE P LY B
ULyt se
- R& R ES
- SR AR RN 2 B
- BESEIT
£ P9 B LA AR 3
e TR RS ITUS
- (RAEGH P L K
- T A A MRS R AR
i

IREEE PRI SR
TR CLE IR
BB 4T«

5

PEEE—

FEEL=

Hem

The Group
AR
2025 2024
HK$ HK3
et Wit

3,546,322 812

2,171,815,211

952,342,152 652,243,529
1,106,949,430 441,633,212
589,625,884 805,516,266
294,241,880 99,599,644
(64,721,080 (46,638,967)
(18,900,429} (43,835,568)
(43,588,973) (62,413,595)
6,362,271,676 4,017,919,732
1,987,306 800,106
27,160,986 8,786,844
35,572,788 37,052,017
64,721,080 46,638,967
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20.

ACCOUNTS RECEIVABLES - continued

Movements in the allowance for ECLs that
have been recognised for advances to
customers in margin financing are as follows:

2025
Asat ] Janwary 2025
Changes due to financial instrumnents
recognised as at 1 January 2025:
- Transfer from/to 12-month
ECL toffrom lifetime ECL
- Net remeasurement of ECL
arising froin transfer of stage
- Net remeasurement of ECL
without transfer of stage
- Repayments or derecognition
New lending

As at 31 December 2025

2024
As at 1 January 2024
Clianges due to financial instrumnents
recognised as at 1 January 2024:
- Transfer from/to 12-month
ECL to/from lifetime ECL
- Net remeasurement of ECL
arising from transfer of stage
- Net remeasurement of ECL
without transfer of stage
- Repayments or derecognitton
New lending

As at 31 December 2024

2025
B2 EL 1A
20251 B 1A
A% A e iih T2 SLIA 820
- sfese 12 fA A IO TR IMGE G
5 A/ EUNTINME TSR
- RSB A
TR £ A DT &I 4
- S AEREER A T M
T FEs NI B DT
- SRR L TR
Tk

R02sERANA

2024
F20246E1 1A
#2024 1 H 11
TR £ A i T ML -
- A 12 il A RIHTFUNE T
T A E T EUNTIE Ok
- REER IS BT AE 10
TR TR0 I A i A

- I SERS BEMIFE T Y
TS TR IR T &5+
- Rk otak b hERR

a0z4E12ANA

Allowance for ECLs in Stage 1, Stage II and
Stage III for account receivables from cash
clients are measured at nil, HK$2 and
HK$18,900,427 (2024: nil, HK$6,770 and
HK$43,828,798), respectively.

20. JEMBRER -

DR RE &R P A 2R N TR
BEEEETNT.

2025
Stage 1 Stage 2 Stage 3
12-month ECL Lifetime ECL Lifetime ECL Total
P& — i1 o PRE=
Falc 12 AR TEHN el
gicH UL AR g B TSER RiE 13 s &am
HKS HKS HKS HKS
HE TG kT L LT
800.106 8,786,844 37,052,017 46,638,967
199,771 34,809 (214.580) -
(452.964) (21.549) {1.754.441) {2,228.054)
314,226 15,589,000 (218.580) 15,684,736
(307.999) (4.514,402) (23,994} (4.846,395)
1.454.166 7,286,194 732,366 9.472,726
1.987.306 27,160,986 35,572,788 64,721,080
2024
Stage 1 Stage 2 Stage 3
12-month ECL Lifetime ECL Lifetime ECL Total
BB — :32) quel RER=
AA1IZWAN 40 ke bt
R 1351 FUNME LR mndE s S
HK3 HKS$ HK$ HKS$
HETT ikt HETG HEG
586.291 25,775,102 12,330.218 38,694,611
590.134 (1.444.958) 854,824 -
771.789 {599,110} 23,984,759 24,157,438
107.544 (14.836,551}) {183.225) (14.912.232)
(1,616.468) (1.516.032} (5.118) (3.137.616)
357.816 1,408,393 70,557 1,836.766
800.106 8,786,844 37,052,017 46,638,967

MIREE P EIRZFHMER—. BRZ
KB =TRAEABRABEI N AE. 2
ML % 18,900,427 #EI0(2024 & &,
6,770 ¥ 7T K 43,828,798 #ETT).
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20. ACCOUNTS RECEIVABLES - continued 20. [EWERZR - 4

Margin loans due from margin clients are
current and repayable on demand. Margin
clients are required to pledge securities
collateral to the Group in order to obtain credit
facilities for securities trading. The amount of
credit facilities granted to them is determined
by the discounted value of securities accepted
by the Group. At 31 December 2025, the total
market value of securities pledged as collateral
in respect of the loans to margin clients was
approximately HK$15,022,800,352 (2024:
HK$10,986,178,542). No aging analysis is
disclosed as in the opinion of the directors, the
aging analysis is not meaningful in view of the
revolving nature of loans due from margin
clients.

Except for a total amount of HK$18,900,428
(2024: HK$41,518,963) aged more than 30
days, accounts receivable from cash and other
clients that are not settled after settlement
dates at 31 December 2025 are current or aged
within 30 days.

Account receivables from cash clients,
including amounts that are not settled after
settlement dates at 31 December 2025 are
mostly current or aged within 30 days. These
balances related to a wide range of customers
for whom there was no recent history of
default.
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JEW RSB SR F RIRLE 34 BN HA B %
BEREE. REB&EFERAEEHLE
FIEAIMR, UBBHETIAERES
%, BT HEGERMESEREEET
BB AIRFESEEREE . 5 20254
12831 H, AFREEEFFEHER
DI RSEAINR RN TTIZREA A
K 15,022,800,352 70 (2024 45 HEkE
10,986,178,542 7). EERARE W
ABRERESEFNFEESBERNEE
HENSEESE, WLEHZRES
o

Br& 28 A 18,900,429 JT(2024; HEH

41,518,963 70)Z BRESHEIE 30 R4b, JEWK
REEFRERZKMN 2025 12 A 31 A&
FEEAE B 1% MRS H A & 48) % B HH5E

RIS ARES 2 30 KA.

ﬁgqﬁziﬁé—%ﬁ PR (AR E HE W
FAEEPBERN 2025F 12 A 31 HE
B AR S ARES & 30 RN 35
AR BB RERFE
.

- 111 -



HUATAI FINANCIAL HOLDINGS (HONG KONG) LIMITED
EReRMEREFE)ERAE

20.

21

ACCOUNTS RECEIVABLES - continued 20.

Accounts receivable from clearing houses,
brokers and dealers are current. These
represent pending trades arising from the
business of dealing in securities, which are
normally due within a few days after the trade
date.

Fee and other receivables are with settlement
terms which are determined in accordance
with contract terms. These receivables that are
overdue as at 31 December 2025 included
HK$7,856,321 (2024: HK$7,498,946) that are
181-365 days past due; HK$39,706,566 (2024
HK$61,675,316) that are more than 1 year
past due. The related estimated loss rate of
these receivables are 50% and 100% (2024
50% and 100%) respectively.

DEPOSITS, PREPAYMENTS AND OTHER 21,

RECEIVABLES

Non-current
Deposits

Current

Other receivables
Cash collateral paid
Deposits
Prepayments

Total

Except for the non-current deposits of
HKS$31,549,577 (2024: HK$30,339,543), all
of the deposits, prepayments and other
receivables classified as current assets are
expected to be recovered or recognised as
expense within one year.
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B BR K - 4K

BREE SRR RRAC R 20 T IR AR A B
JAgHER, EBMRE B HERRTRTA
HREXS, —HRXTHZBEREENE
.

B EHAER AR EE A R 24R
BERGHREE. BRR2025F12 8
31 B EREIRaEEE 181-365
K IFTHERE 7,856,321 T6(2024 £F: MM
7,498,946 JT) KB — 4 UL B RS
39,706,566 J6(2024 ©F: HEF 61,675,316
JC). 125 UK IE AR R (SRR R 2 4)
A& SO0%FT 100% (2024 £E: 50%F0
100%).

g, FAMTERIE R E b R

The Group
Atk

2025 2024

HKS$ HK$
El2i) o]
& 31,549,577 30,339,543
A )]
Hib R 40,055,909 20,720,947
DT ERES 292,812,649 139,985,370
-4 5,744,460 1,210,034
FAfTEIH 15,092,773 15,536,712

353,705,791 177,453,063

kT 385,255,368 207,792,606

Bx &3 AN 31,549,577 JL(2024 5E. ¥
% 30,339,543 Ju)RAEMEIE &4b, ERME
ARENEERAEES. BAREBERE
fth FE U SK TRETHIG 2 — F P Ui (B BRAERE &%
T,
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22, CASH AND DEPOSITS

(2)

(b)

Cash and deposits comprise:

Cash at bank and on hand

Cash and cash equivalents

At the reporting date, the Group
maintained client trust monies of
HK$9,168,869,150 (2024:
HK$3,517,961,448) and HKS$Nil (2024:
Nil) in segregated bank accounts in
accordance with the provision of Hong
Kong Securities and Futures (Client
Money) Rules ("Client Money Rules")
and Section 71 of the Hong Kong
Insurance Ordinance respectively. Client
monies were not included in the cash and
deposits of the Group.

Reconciliation of liabilities arising from
financing activities:

The following table details changes in
the Group's liabilities from financing
activities, including both cash and non-
cash changes. Liabilities arising from
financing activities are liabilities for
which cash flows were, or future cash
flows will be, classified in the cash flow
statement as cash flows from financing
activities.

- 201 -

(a)

(b)

22. IREMMERK

W& M ETE:
The Group
2025 2024
HK$ HKS$
RITHERRRE 4,573,434.856 2,599,293,548
REMBEZEY  4,573434,856 2,599,203,548

RERED, REEERESE GBF
FHR (BFEIR) HAY (LT
B[ EFRIESR ] & (FiBRR
&0 8 71 BRTEMTER SLIRAT
IR P RO P S REIRIE D Bl A i
9,168,869,150 7T (2024 5. M5k
3,517,961,448) 70 K &l 52024
F: ). B EEFIEL A OEE
REMIRENFRN.

RERMBEBEELN BB HE:

TR A SR B i B A Y
RE %Y, 0FERekERES
. REMEEHEENAER
EXEENGERERBRASE
HOREENEENRERESER
REEMEEENAE.
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22. CASH AND DEPOSITS - continued 22.

23.

(c) Total cash outflow for leases:

Amounts included in the cash flow
statement for leases comprise the
following:

Within operating cash flows
Within investing cash flows
Within financing cash flows

ACCOUNTS PAYABLE 23.

Accounts payableto: -~
- Cash clients
- Margin clients
- Futures clients
- Asset management clients
- Clearing houses
- Brokers

All of the accounts payable are expected to be
settled within one year or repayable on
demand, and their carrying amounts are their
estimated fair values.
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R&EMFR - &

(c) MEREMLEE:
ReReaRtEFAENLU TS

TH:

ERBREIHA
AR A
ERERSH AN

SRE 2N

BT HRER
-BEES
-fREEERF
-MEES
-WEEEER
- B
-

2025
HKS
i

94,425,959

94,425,959

Th
2025

HKS$
T

7,363,506,976

The Group
HEH
2024
HKS
T

96,988,292

96,988,292

e Group
2024
HK3
HIT

2,768,953,774

2,794,082,411 1,655,570,205
2,402,476 2,540,908
71,953,313 804,683
1,136,955,357 130,563,155
389,982,009 367,537,516
11,758,882,542 4,925,970,241

P BN RRER TR — S B BB R
REE, HEREEARGEHATE.
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24,

25.

26.

LEASE LIABILITIES

The following table shows the remaining
contractual maturities of the Group's lease

liabilities:

Within 1 year

After 1 year but within 2 years
After 2 years but within 5 years

Less: total future interest expenses

Present value of lease liabilities

14EH

14EEL BB 2 4R 1Y
24ELL LB 5N

A REE RS b
TR

OTHER PAYABLES AND ACCRUALS

Non-current
Employee benefits

Current

Moargin deposits
Employee benefits
Accrued expenses
Other payables
Defetred revenue

DEBT SECURITIES ISSUED

Non-current
- bonds (note (i})

Current
- bonds (note (i})

- medium term notes (note (ii))

24. HERE
=
TRES TAEFNHAEAERGEH
ZHIE
2025 202,
Present Total Present Total
value of the minfmum vajue of the minimum
minimum [ease minimum lease
lease payments payments lease payments payments
IR RIEHIT pra(iEiiNgy eI
O GREA T IR EAR O { BB EERGE T
HKS HKE HKS HKS$
ey HETG HETE HIt
34,027,216 34,750,394 88.677.153 90,764,043
12,769,161 12,985,000 33,946,343 34.614.689
- - 11,877,366 12,064,499
12,769,161 12,985.000 45,823,709 46,679,188
46,796,377 47,735,394 134,500,862 137,443,231
{939,017} (2.942.369)
46,796,377 134.500.862
& S
25, FoAhJEAT B ERT & A
The Group
s ]|
2025 2024
HKS HKS$
I T
El¥iih 4l
ATHER 853,435,482 629,807,397
/A 1]
ReBE 1,129,888,413 1,873,953,263
BTHEA 1,039,526,819 1,057,206,475
TRIR R A 70,304,926 113,613,527
oAb AR 76,962,376 66,541,374
IR HEUTA 102,976,114 55,997,099
2,419,658,648 3,167,401,738

3,273,094,130

3,797,209,135

26. CEEITIEFERE

FEHH
- 0

ik
- B3

- AR G)
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The Group
FHEE
2025 2024
HKS HKS
#IT T

7,799,241,802

13,268 257,359

13,336,725,989 11,116,529,722
12,529,707,448 -
25,866,433.437 11,116,529,722
33,665,675,239 24.414,787.081
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26. DEBT SECURITIES ISSUED - continued

Notes:

)

(i)

As of 31 December 2025, the Group
issued bonds of HK$21,135,967,791
(2024: HK$24,414,787,081) which are
guaranteed by Huatai Securities Co.,
Ltd., with aggregate nominal amount of
JS$2,200 million, HK$2,000 million
and CNY1,700 million (2024:
US$2,700 million and CNY3,025
million) The bonds are unsecured with
effective interest rate ranging from
2.08% to 5.51% (2024: 2.08% to
6.32%).

As of 31 December 2025,
HK$7,799,241,802 (2024
HK3$13,298,257,359) were classified as
non-current based on remaining
maturities.

As of 31 December 2025, the Group
issued notes of HK$12,529,707,448
under the US$3,000,000,000 Medium
Term Note Programme which were
guaranteed by Huatai International
Financial Holdings Company Limited
(with issuer being a subsidiary of the
Company), with aggregate nominal
amount of HK$1,435 million and
US$1,422 million. The notes are
unsecured with effective interest rate
ranging from 3.43% to 4.62% with
maturity within 1 year.

26. CETHEBES - H

L SEED

(®

(ii)

— 206 —

B2025F 12 A 31 H, AEEET
L 21,135,967,791 7T (2024 i
24,414,787,081 JO) I EIEHE S,
BIEHEAN A 2.08%E 5.51%
(2024: 2.08%% 6.32%), EFME
FEFRHERATRMER.
BITEH B BROBMEASET
2,200,000,000 76, HEE
2,000,000,000 e R A R
1,700,000,000 JG(2024 £E: &JT
2,700,000,000 7T B A B #
3,025,000,000 7G)-

HE20254E 12 A 31 H,
7,799,241,802 JL(2024: #H
13,298,257,359 7T) &R &R HA PR 448
AIERETE E .

A20254F 12 A 31 H, AEEIRE
3,000,000,000 3£ 7CH) FHAZE B AT &1
HATEERMEERIE 12,520,707,448
T B B (BRI EN R
3.43% & 4.62%), ZPHZEESTE
HEZEERESMIZRERATRME
BRESATNAEATHRBAED. B
BT EIR 2 BEREBERIE
1,435,000,000 J6 & 3= 76
1,421,800,000 7&, Z|MHBE¥MA—FE
M.

-118-



HUATAI FINANCIAL HOLDINGS (HONG KONG) LIMITED

EREREREFE)TRAT

27. SHARE CAPITAL

28.

Ordinary shares, issued and fully paid:

At 1 Janvary and
31 December

27. BA

ERr AR A

B1AIRR
BRi1zHA

The holders of ordinary shares are entitled to
receive dividends as declared from time to
time and are entitled to one vote per share at
meetings of the Company. All ordinary shares
rank equally with regard to the Company's

residual assets.

INTANGIBLE ASSETS

The Group

COST
At 1 January 2025
Additions

At 31 December 2025

ACCUMULATED
AMORTISATION

At 1 January 2025

Charge for the year

At 31 December 2025

CARRYING VALUE
At 31 December 2025

At 1 January 2025

28.

A
FR2025E1 A1 H
E

20254 12 A 31 B
FEtigsy

20251 A LH
AR N

2025 12 B 31 B

RREIR(E
fA 20254 12 A 31 H

PR2025E 1 1 H

- 207 -

£,800,000.000

1

235

No, of shares

BRI E

Amount

o)
HKS
HET

8.800.,000,000

8,800,000,000

2024

No. of shares

BinE

Amount
k2]
HKS
5T

8.800.000,000

BRI R A RERRERNRE.,
WRREARETEE —FEMN. FTF
HiB R A A B R R A T T = F

L.
mIvEE
A
Trading Computer
rights software Total
X1 Bt B =
HKS$ HK$ HKS$
I #IT BT
470,000 133,670,496 134,140,496
- 30,833,498 30,833,498
470,000 164,503,994 164,973,994
- (41,319,668) (41,319,668)
- (29,483,076) (29,483,076)
- (70,802,744) (70,802,744)
470,000 93,701,250 94,171,250
470,000 92,350,828 92,820,828
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28.

29.

INTANGIBLE ASSETS - continued 28.

The Group - continued

COST
At 1 January 2024
Additions

At 31 December 2024

ACCUMULATED
AMORTISATION

At 1 January 2024

Charge for the year

At 31 December 2024

CARRYING VALUE
At 31 December 2024

At 1 January 2024

FINANCIAL ASSETS HELD UNDER 29,

R
B2024%E181H
1

20245 12431 H
B EHH

BR2024F 1A 1H
A E EEHE

A 2024 % 12 A 31 H

R THI{E (&
202412 A 31 H

B2024FE181H

RESALE AGREEMENTS

As part of the reverse repurchase agreements,
the Group has received securities that it is
allowed to sell or re-pledge in the absence of
default by their owners. If the collateral
received declines in value, the Group may, in
certain circumstances, require additional
collateral. The Group has an obligation to
return the collateral to its counterparties at the
maturity of the contracts. As at 31 December
2025, the Group received securities as
collateral with total fair value of
HK$1,805,774,214 (2024: HK$7,806,240) on
these terms.

— 208 —

ERRE - #

ZEEH - F
Trading Computer
rights software Total
e ETEERE &l
HKS$ HK$ HK$
470,000 89,281,033 89,751,033
- 44,389,463 44,389,463
470,000 133,670,496 134,140,456
- {19,140,109) (19,140,109}
- (22,179,559) (22,179,559)
- (41,319,668) (41,319,668)
470,000 92,350,828 92,820,828
470,000 70,140,924 70,610,924
BEANRESRIEER

AEEREBE NR SR TENESE
H, ERRVESAREMELNE
MTEATUARHEERBRER. WRE
AHERDEET R, AEEERES
BT AT LLE SR ERY . AEELE
AHEAFAIPEHERDEEZHTH
FIZERE. Bk 2025 12 A31 8, &4
BIHFE MRS R R A A
1,805,774,214 J6(2024: &% 7,806,240
J0)s
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30. FINANCIAL ASSETS SOLD UNDER 30.

31.

REPURCHASE AGREEMENTS

Repurchase agreements are transactions in
which the Group sells a security and
simultaneously agrees to repurchase it (or an
asset that is substantially the same) at the
agreed date and price. The repurchase prices
are fixed and the Group is still exposed to
substantially all the credit risks, market risks
and rewards of those securities sold. These
securities are not derecognised from the
consolidated financial statements but regarded
as "collateral" for the liabilities because the
Group retains substantially all the risks and
rewards of these securities.

As at 31 December 2025, the Group entered
into repurchase agreements with financial
institutions to sell equities with total carrying
amount of HK.$1,059,086,028 (2024:
HKS$Nil), which are subject to the
simultaneous agreements to repurchase these
investments at the agreed date and price.

SHARE-BASED EMPLOYEE 31

COMPENSATION

On 29 March 2021, 3,258,992 share awards
were granted to employees of the Company
under the employee share award scheme. The
employees under the scheme are rewarded
with ordinary shares of Huatai Securities Co.,
Lid., the ultimate holding company of the
Company. These share awards will vest from
2 to 4 years after grant date.

—-209 -

T S o B e 5 E R

[B] 8 h e A A SR B L B 2 RS A 7
e B R EAE B iR S BN EE
BEZX 5. OBEDEE, &REE
REBHHEEFRBEERNWBIEEA,
fr. mZAMEER. ZEEELTR
FEMBRBENKIEESD, BERAEA
Bz (&), REAFEEREZ
SEARAR S B R R 2 AL B TR R

A 2025412 A 31 B, FEERARFEER
RHERERT LRI A%, DU ABRRIEE
F PR A TE A 1,059,086,028 7T
(2024 5. By R, WESEHEHN
e (B ) B IHL 45 4% 2 TR0 ek 5 FR

CARR 3 A B HERI ST AT R B T

R2021%3 A 29H, BEE TRRHEERE
aH#l, 3,258,992 EFBERMER FALA
HEBT. RRIEERMET#H THWE TEEE
REFRHERAT FEER. ERE
R EIRA T RAE AT REERA
. ZEREREEER THAENEE
DO SRR B -
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31

32.

33.

SHARE-BASED EMPLOYEE
COMPENSATION - continued

Movements of share awards are as follows:

At 1 January
Vested
Forfeited

At 31 December

During the year, share-based payment
expenses of HK$380,319 (2024
HK$2,270,971) were recorded and credited to
reserve.

CAPITAL COMMITMENTS AND
CONTINGENT LIABILITIES

There is no material loan commitment and
commitment in relation to purchase of fixed
assets and intangible assets as at 31 December
2025 and 31 December 2024.

CAPITAL MANAGEMENT

Capital comprises paid up share capital and
retained profits stated on the consolidated
statement of financial position. The objective
on managing capital of the Group is to
safeguard its ability to continue as a going
concern, so that it can continue to provide
returns for the sole shareholder.

The Group manages its capital structure and
makes adjustments to it, in light of changes in
economic conditions. To maintain or adjust
the capital structure, the Group may adjust the
dividend payment to the sole shareholder,
return capital to the sole shareholder or issue
new shares. No changes were made in the
objectives, policies or processes during the
years ended 31 December 2025 and 2024.

31.

32.

33.

—-210 -

CARR t A ZERE RS2 A 9 B T - 4

RERESE RSN T -
Number of share awards
R RE SR BN AR W
2025 2024
Wm1A1H 1,000,593 2,080,296
g (980,399) (979,809)
B (20,194) (99,894)
12 A 31 H - 1,000,593

ARER, IR HERN AR
SR1EHEHE 380,319 TC(2024 4. 1B
2,270,971 ju) B NGEE.

EA KRB RH

2025512 A 31 B & 202448 12 A 31
B, AEBYREFEXETRELEER
SE G EFI TS W ARE .

BAEHE

ARG ESMBFRRRABHSERAE
EAREEN. AEEEATHEREERR
EHFHEEERN. DREAE—-RK
RAEIIR.

AEEEEEEARLE, DERKERTL
B SEARRRBERTAE. 57T RFHH
BEREN, AEBT AR THRME—
R AR S . AIEME— I R A& A B 4T
¥rig. #E20254F 12 A 31 H K 2024 £2
12 A 31 HiIEEE, RKARMBEE. BxE
RREREEES.
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33.

CAPITAL MANAGEMENT - continued

The Company is also subject to regulatory
capital requirement imposed by the Securities
and Futures Commission ("the SFC") in Hong
Kong under the Securities and Futures
(Financial Resources) Rules ("the SF(FR)R").
Capital adequacy and utilisation of regulatory
capital are monitored daily by the Company's
management in accordance with the SF(FR)R.

The Company is required to report its liquid
capital on a monthly basis and has complied
with the liquid capital requirements under the
SE(FR)R throughout the years ended

31 December 2025 and 2024.

The Company is subject to regulatory capital
requirement imposed by the Insurance
Authority in Hong Kong under the Insurance
(Financial and Other Requirements for
Licensed Insurance Broker Companies) Rules
("IR"). The Company has complied with the
capital requirement under the IR throughout
the vears ended 31 December 2025 and 2024,

33.
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34.

RELATED PARTY TRANSACTIONS 34,

In addition to the transactions detailed
elsewhere in these consolidated financial
statements, the Group had the following
transactions with related parties during the
year. All of these transactions were entered
into and conducted according to terms
mutually agreed between the relevant group
entities.

Transactions with related parties which the
Group entered into during the year are
summarised as follows:

Interest income from iminediate holding company

Cammission expense to ultimate holding company

Commission expense to a fellow subsidiary

Interest expense for suberdinated loans from immediate
holding company (Note a)

Interest expense for other intercompany loans (Note b)

Management fee income received from fellow subsidiaries

Management fee expense to fellow subsidiaries
Trading and investment (loss)/gain from derivatives

The Group also had the following outstanding
balances with related parties:

Amount due to ultimate holding company (Note b)
Amount due from/{to) immediate holding company

- Current accounts (Note b)

- Interest payable relating to subordinated loans (Note a)
Subordinated loans from immediate holding company

{Note &)
Amounts due from fellow subsidiaries (Note b)

Amounts due to fellow subsidiaries (Note b)

Derivative balance with a fellow subsidiary

—-212 -

GE g

REZEEEMHRRAMBIFITHLS
4, AEBREANRE TIMBH LS -
PR RS & Tk A R R s 83t )
T AE B KT &1 SL AT -

FEBRMEBTRENT LN ST

2025 2024
HK3 HKS
T It
T2 [ R Bl 1,490,506,354 2,488,724.074
IR AT (U & AT (1,509) 9,192)
RIS AT T (3,894,551) (2,421,506)
e [ FLEERR A R R TR
LI HY (Y a) (416,023,986) {472,593,211)
HAB AR MK ALE SR
(5t v) (710,569) {222,200,693)
e B R RS A
A 1,054,842,090 1,088,170,372
7 R B RS 2 B ATl Y Sl A {3,548,130) (68,469,939)
fige A ATy
HEPR B R (722,522 ,815) 999,129,735

2 S I SR B 07 A S R BOAE BRI T -

2025 2024
HKS HKS$
A A IR 2 B EKIE (5 b) (3,332,016) (5,317,760)

U (R L4300 2% =) K T

- TESENE (HHRE b) 43,281,557,542  40,938,587,370

- AR B B (P EE ) {82,858,325) (102,250,979}
R AEESEAFY

AT B (VT a) (8,561,960,000)  (8,541,280,000)
R [ R BB A BT

(HEEE b) 8,378,304,156 15,525,510,561
JE{) ) 2 BH B 44 R 9k TR

(Bii5E b) (500,649) (499,582)
B AR AR

Tt ek 348,999,329 {447,814,228)
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34.

RELATED PARTY TRANSACTIONS
- continued

Notes:

(a)

(b)

The subordinated loans are ranked lower

regarding their status of claims relative
to other liabilities of the Company and

are interest bearing: US$500,000,000 of

the subordinated loans bears an annual
rate of SOFR +40 basis points (2024:
Three-Month SOFR +2.86%) and
US$600,000,000 bears a fixed annual
interest rate of 3.24% (2024: 3.24%)).
Repayment of the subordinated loans is
subject to the prior consent of the Hong
Kong Securities and Futures
Commission.

Except for the current accounts due
from/(to) immediate holding company
which bears interest ranging from 2.5%
to 4.9% per annum (2024: 4.27% to
6.26% per annumy), all other balances
are unsecured, interest free and have no
fixed terms of repayment.

—-213 -
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35.

36.

LOAN PAYABLES 35. [E(TE
General banking facilities were obtained from MERITE B R — R ITRN S 858 A&,
banks to a total limit of:
2025 2025 2024 2024
HKS$ HK$ HK$ HKS$
T HITT &I I
Facility limit Loan balance Facility limit Loan balance
BRERE BHAREE HREE EEN
Secured R 2,650,000,000 850,000,000 2,749,900,000 410,000,000
Unsecured HEHEAT 1,139,180,000 - 1,238,240,000 -
Accrued interest BEETH 2 - - - 70,218
Total 3,789,180,000 50,000,000 3,988,140,000 410,070,218

The banking facilities were primarily
collateralised by debt and equity securities.

The Group bears the interest ranging from
4.9% to 5.1% per annum (2024: 1.39% to
7.15% per annum).

The details of the bank loan payables were as
follows:

Loans payables
Within 1 year or on demand

OFFSETTING FINANCIAL ASSETS AND  36.
FINANCIAL LIABILITIES

The Group has entered into transactions
subject to an enforceable master netting
arrangement or similar agreement with
counterparties. The gross amounts of
recognised accounts receivable from and
accounts payable to these counterparties and
the net balance as shown on the consolidated
statement of financial position are disclosed as
follows:

214 -

SRATRAE £ B UME R R 2 R854

.

EAEAENFEHELAEE 49% £
5.1%(2024 . G5 1.39% £ 7.15%).

BRI HFUT.

The Group
2025 2024
HKS HK$
PR
1 ERSIRERRE 850,000,000 410,070,218

BRLE E KRl & E R IKEHE

FEEETHE AR DRET AT
SRR H SRS T 7 F R RERET 2L
5. CRERRIRZSEE T 07 i s
AR R AR S IR R R 1 4

BRIKEE IR
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36.

OFFSETTING FINANCIAL ASSETS AND
FINANCIAL LIABILITIES - continued

Financial assets subjected to offsetting,

enforceable master netting arrangements and

similar agreements

At 31 December 2025

Accounts receivables

Financial asgets held
under resale apreements

At 31 December 2024

Accounts receivables

Financial asscts held
under resals agrecments

RansFE1zAnA
AR

PG U beh P2 FE 3K

R2uE1288
Lt Ui

VUG U e e V8 7 AR

36. SRMEEFKeR AR - 5

EHHH . Z TR E 2 R
T iR R i

The Group
AR
Gross amount
of recognised Net amount Related amount
financial liabilities of financial not set off in the
set off in the assets presented consolidated statement
Gross amount consolidated in the consolidated of financial positien
of ised tof af Financial Collateral
financial assets financial position  financial position instruments received Net ameunt
REAMBWR RSN ARG EMEIAR
[SAri F R SR FPPEH Ferp IR0 INRT B8
LnRh % AT 328l £ VLA LRAVE A oot 2 2 Y U TSR i e
HKS HK$ HKS HKS HKS HKS
R HETT HETE LT L5 HETG
9.536.610,162 (3.174.338.486) 6.362.271.676 (736.267.714) {3.709.543.638} 1.916.460.324
1.799.857.678 - 1.799.857.678 - {1.799.857.678) -
4,289,035 552 (271.115.820) 4.017.919.732 (106.613.834) {1.928,865,733}) 1.982.440.165
4,057,900 - 4,057,900 (4.057.50%) -

Financial liabilities subjected to offsetting,

enforceable master netting arrangements and

similar agreements

At 3 December 2025
Accounts payables
Financial as

under repurchase agreements

At 31 December 2024
Accounts payables
Financial asscts sold

under repurchase agreements

B¢ 12ANA
EEfTREL

¥ L [ S T

RuHUFE1RZANE
SRR

VT4 O 2 R A RK

D RATHITLIFRE R LR
T B A IR A 2 i B

The Group
A
Gross amount
of recognised Netamount Related amount
financial assets of finaucial not set off in the
setoffinthe  labilitics p d lidated
Gross amount consolidated in the consolidated of financial position
of recognised statement of statement of Financial Collateral
financial liabilities financia) position  financial position instruments pledged Net amount
REFEMIBING  RERATERRR FIRER &M BN
[=RiTEA LePALSTT TR Tzl Fe N4 U 4 6l
SR BT ekt e 0 Uk (- BRIV (| &MTI [=yuk i SR ik
HKS HKS HKS$ HKS HK$ HK3
T it it T i3 HETT
14,933,221.028 {3.174.338,486) 11.758,882,542 {736,267,714) - 11022614828
930,948,130 - 930.948.130 - (930.548.130) -
5.197.086.061 (274.115.8200 4,925.970,241 {106.613.834) - 4,819.356.407
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37.

FINANCIAL RISK MANAGEMENT AND  37.

FAIR VALUES OF FINANCIAL
INSTRUMENTS

The principal types of financial risk faced by
the Group in daily operation mainly include
credit risk, liquidity risk, interest rate risk,
currency risk and price risk. The Group had
formulated corresponding policies and
procedures to identify and analyse these risks,
and set up risk indicators, risk limits and
internal risk control processes in combination
with the actual circumstances with a view to
continuously managing the above risks
through the support of information systems
and effective mechanisms.

Risk management is a shared responsibility of
all the Group's employees. The Group
continuously enhances the risk management
awareness and risk sensitivity of all its
employees through training and assessment to
cultivate the risk management culture.

The Board of Directors takes ultimate
responsibilities for the Group's
comprehensive risk management. The
Compliance and Risk Management
Comumittee is set up by the Board to review
and make recommendations on the overall
risk management targets, fundamental
policies; and evaluate and make
recommendations on the risks of major
decisions which require the Board's review as
well as the solutions to these major risks; and
review and make recommendations on risk
assessment reports which require the Board's
review.
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37.

FINANCIAL RISK MANAGEMENT AND 37.

FAIR VALUES OF FINANCIAL
INSTRUMENTS - continued

Credit risk

Credit risk refers to the risk of asset loss of the
Group resulting from the default of a product
or bond issuer or counterparty {customer).

The Group has established a credit risk
management system which is being applied to
all entities of the Group, thereby achieving full
credit risk management coverage.

The Group mainly faced three types of credit
risks, namely (i) the risks of suffering from
loss due to customer's default in financing
business; (ii) the risks caused by default of the
bond issuer in bond investment business; (iii}
the risks of assets suffering from loss due to
the default by the counterparty in transaction
business.

With respect to financing business, the Group
adopted full-process control measures such as
stringent customer and underlying assets
management, dynamic monitoring and timely
risk mitigation to control the credit risk. The
Group implemented stringent risk control
processes, conducted special risk inspections
on margin financing and securities lending
business, strengthened the counter-cyclical
management mechanism, and improved the
standard of differentiated customers
management.

With respect to bond investment business, the
Group established a unified management
system for issuers. During the reporting
period, the Group continued to promote the
systematic construction of issuers' credit risk
management modules, and enhanced the
efficiency and pertinence of risk management.
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37.

FINANCIAL RISK MANAGEMENT AND
FAIR VALUES OF FINANCIAL
INSTRUMENTS - continued

Credit risk - continued

The following is the credit rating distribution
of debt securities held by the Group:

Credit rating analysis of debt securities

Rating
- From AAA to A-
- From BBB+ to BBB-
- BB+ or below

Non-rated

Total

With respect to transaction business, the
Group promoted the construction of the
unified management system for counterparty,
further expanded the coverage of the unified
management of counterparty credit line at
group level and built a full counterparty list
system in order to strictly control its business
risk exposures.

—-218 —
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The Group
e |
2025 2024
HKS$ HKS
BB fE REF RN
AT
- B AAA T A- 2,060,482,706 2,917,665,968
- B BBB+ % BBB- 738,184,639 137,988,461
-BB+E BT 136,229,997 186,547,721
2,934,897,342 3,242,202,150
FaTH 1,319,021,502 304,846,892
EEC] 4,253,918,844 3,547,049,042
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37. FINANCIAL RISK MANAGEMENT AND
FAIR VALUES OF FINANCIAL
INSTRUMENTS - continued

Credit risk - continued

The Group provided credit loss allowances for

account receivables from margin clients and
cash clients. The Group assessed the
continuous repayment, solvency and the
collateral to loan ratios of the borrowers to

analyse the risk factors and identified the three

stages of credit loss allowances of the

securities-backed lending assets. The details

are as below;

Description

Diversified collateral positions, with collateral to loan ratios
ratio of at least 150% and no overdue margin calls

A SFEEIE, EREETEM 150%, B

Concentrated collateral positions or collateral to loan ratios

of at least [00%, with overdue margin calls not exceeding 90 days

IR R PR RN 100%, BB RAHTEIA 90 B

Collateral to loan ratios below 100%,
or overdue margin calls exceeding 90 days

IR R EAR 100%, BUBRENEIE 0B

Expected credit losses

For assets classified under Stage 1 and Stage

2 (see below for definition), the Group

assessed credit loss allowances using the risk

parameters modelling approach that
incorporated key parameters inclusive of
collateral to loan ratios and past due days.

37. &M TANERAMEENATE - #

EEEM -

HERESEF RASEFEWERK,
FREGEEBAGEETE L. BX
e 71 RAEAT R ARIE LB, 438 BT R
FUEM AR, THEOR RS
=AM, AREREEER R, Am
TR RN

Stage of credit loss allowances

EIBISER

12 - month ECL Stage |
R 12 17 A TERAE R gTiE B—REr
Lifetime ECL - not credit impaired Stage II
BEFATEAE RS IRR I E Rk IR
Lifetime ECL - credit impaired Stage 11l
AT RERERSECREEREE =R

R B A

IR 1R, E2RBERR T
BERE, AEBREREGRELH R
BARUFEES2Y, ERARERNRRE
SBEBREREREHE.
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37.

FINANCIAL RISK MANAGEMENT AND 37,

FAIR VALUES OF FINANCIAL
INSTRUMENTS - continued

Credit risk - continued
Expected credit losses - continued

For credit impaired assets classified under
Stage 3 (see below for definition), the Group
assessed credit loss allowances taking into
account the collateral securities under each
contract and the financial situation of the
borrower. The factors which the Group
considered when assessing the credit loss
allowances included but not limited to: the
industry sector of the borrower, the stock price
of the collateral securities, the average daily
trading volume of the collateral securities,
whether the borrowers are the controlling
shareholders of the collateral securities, the
liquidity and restriction on sales, the history of
blacklist or defaults of the borrower, the
collateral situation, and the credit
enhancement measures implemented by the
borrower. The Group assessed the above
factors as well as collateral to loan ratios to
evaluate and provide credit loss allowances.

The estimated loss rates for each class of
financial assets are estimated based on
historical observed default rates over the
expected life of the respective class of
financial assets and are adjusted for forward
looking information that is available without
undue cost or effort, including
macroeconomic data such as inflation rate and
GDP growth rate. The identification of
internal credit rating for individual financial
assets is regularly reviewed by management to
ensure relevant information about specific
financial assets 1s updated.

—220 -

i TANSHERE RN TE - &

B -

TERGIZ RE#R - B

FHE I BEEERTIORBERE, &
EENFESONRMN BERRERA
RUBAR BT ARG RTAG, FHEIRE B R
FEROEEARRN BESRR. T
B, HHMRZE UREFRARTER
AR BIREAREE R R T Z R
Rl RERBERENES. #BRIE
ULy WERES, SHES AR S
REMRBERE, B ERRRETH
fit, ATIRMEEEGIRENE.

FHEMEENMFHRARRERBAM
RN SMEENTRRIZAABEIN
B SEKRAGRT R, URBREEEMA
ABE ARSI RTAE 1R (B BIEITHA
¥, AEREEEEE, PlnEE R
RMBEAEEBERRE. EHEED
& R B IR R E N E R PR RO
A, DARERE BTG E Rl E R R
B

-132 -



HUATAI FINANCIAL HOLDINGS (HONG KONG) LIMITED
ERSUBREFHEFRAT

37. FINANCIAL RISK MANAGEMENT AND

FAIR VALUES OF FINANCIAL
INSTRUMENTS - continued

Credit risk - continued

Expected credit losses - continued

Definition of Stage 1, Stage 2 and Stage 3 are
as below:

Stage 1

Stage 2

Stage 3

Exposures where there has

not been a significant

increase in credit risk since

initial recognition and that

are not credit-impaired upon
origination, the portion of the
lifetime ECL associated with

the probability of default events
occurring within the next 12 months
is recognised.

Exposures where there has been a
significant increase in credit risk
since initial recognition but are not
credit-impaired, a lifetime ECL (i.e.
reflecting the remaining lifetime of
the financial asset) is recognised

Exposures are assessed as credit-
impaired when one or more events
that have a detrimental impact on
the estimated future cash flows of
that asset have occurred. For
exposures that have become credit-
impaired, a lifetime ECL is
recognised and interest revenue is
calculated by applying the effective
interest rate to the amortised cost
(net of provision) rather than the
gross carrying amount from the
beginning of the subsequent
reporting period.
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37. FINANCIAL RISK MANAGEMENT AND

FAIR VALUES OF FINANCIAL
INSTRUMENTS - continued

Credit risk - continued

Expected credit losses - continued

The tables below detail the credit risk
exposures of the Group's financial assets,
which are subject to ECL assessment:

Advances to customers in
margin financing

Accounts receivables from cash
and other clients

Accounts receivables (brokers and
dealers, clearing houses and fee
and other receivables)

RIESEFRT AR

FEREMEMES
B ARER

PRI RRIRGEAC T A3 5
B BERLUR R
FAfh BEATR)

37. R TRAMERMEMEEMAFE - H

EE R - &
R RER -

TRAFAEEZRRATEE T EIRF
fEr %A RENERER.

12~month or

lifetime ECL
12 18R

TFARHATEM
{EHE

12-month ECL
12 B A BT
B

Lifetime ECL (non-
credit impaired)
TEEUATEN
EREHH (e
#)

Lifetime ECL (credit
impaired)
HFHUETAM
ERAR (ERABR)

12-month ECL
12 fE A s FEHA
EHRHR

Lifetime ECL {non-
credit impaired)
TrERHATHIR
ERAGE (EEME
#)

Lifetime ECL {credit
impaired)
TREATRL
EREA (EAER)

[2-month ECL
12 {8 A K TE4B
EREE

Lifetime ECL (non-
credit impaired)
TFARIATHRIG
=R 5HR (AR RE
i)

Lifetime ECL (credit
impaired)
THEARTRM
£ M A5IA (1= FARSHE)
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The Group

cartying amount
HRPRTHI{H
HK$E
T

1,737,757,080

1,758,332,852

50,232,870

921,037,002

12,404,465

18,900,595

1,951,110,628

39,706,566

2024
Gross
carrying amount
AUFREIE
HKS$
T

©54,106,503

1,144,968,097

72,737,211

508,399,921

7.044

53,836,564

1,277,574,860

69,174,262
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37.

FINANCIAL RISK MANAGEMENT AND  37. £fb T RN &R EIREENATHE - 4
FAIR VALUES OF FINANCIAL
INSTRUMENTS - continued

Credit risk - continued EEE - 4&
Expected credit losses - continued FER s BEetE - i
The tables below detail the credit risk TRHAVAEBEZEATERE B BB
exposures of t.he Group's financial assets, (B EEmEREERM. -4
which are subject to ECL assessment:
- continued
The Group
12-month or FHE
lifetime ECL 2025 2024
12 {8 A% Gross Gross
TS HATEN carrying amount carrying amount
EEER EMRRTI{H LUBRT{E
HK$ HKS
&I Wt
Financial assets held under B MR ESREER 12-month ECL
resale agreements 12 {8 B eI THER
R 1,799,857,678 4,057,900
Cash and deposits RamEsk ;%‘E‘@’“}%’E‘%Eﬁgg
EwREE 4,573,434,856 2,599,293,548
Bank balances held on behalf RFREFRIFTERIRIT 12-month ECL.
of customers s 12 A BIFHER
SRR 9,168,869,150 3,517,961,448
Deposits and other receivables 4 B HAth EElr 12-month ECL
12 {8 A M7
EREE 370,162,595 192,255,894
Amount due from immediate MEW B iEERAT 12-month ECL
holding company By 12 B A By TEA
A 43,198,699,217 40,836,336,301
Amounts due from fellow e R RS AT 12-month ECL.
subsidiaries g 12 {8 B #FEHA
e 8,378,304,156 15,525,510,561
Details on movement in allowance for ECLs (B8 42 P ENER R TERE B 5EH
of accounts receivable from margin clients are HBEIREE A RE 20 5.

disclosed in note 20.
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37.

FINANCIAL RISK MANAGEMENT AND 37.

FAIR VALUES OF FINANCIAL
INSTRUMENTS - continued

Credit risk - continued
Expected credit losses - continned

At the end of the reporting period, the
exposure to the Group's largest margin client
and the top five margin clients represented
17% and 47% (2024: 17% and 33%) of the
total accounts receivable from margin clients
respectively.

The maximum exposure to credit risk is
represented by the carrying amount of each
financial asset in the consolidated statement of
financial position. The Group does not
provide any other guarantees which would
expose the Group to credit risk.

Liquidity risk

Liquidity risk refers to the risk of the Group
not being able to obtain sufficient funds at a
reasonable cost in time to meet due debts,
perform payment obligations and meet the
capital requirements of normal businesses.
The Group established a fully functional
liquidity risk management system to identify,
measure, monitor, control and report on its
overall liquidity risk to improve the
informatisation of liquidity risk management,
enhance the capabilities in the identification,
measurement and monitoring of liquidity risk,
and strengthen the Group's ability in ‘
addressing liquidity risk. In addition, the
Group also established a right-sized liquidity
assets reserves based on the risk appetite and
maintained sufficient liquidity assets with high
quality to ensure the satisfaction of liquidity
needs under stressful scenarios in a timely
manner.
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37. FINANCIAL RISK MANAGEMENT AND 37.

FAIR VALUES OF FINANCIAL
INSTRUMENTS - continued

Interest rate risk

Interest rate risk refers to the risk that
movements in market interest rate will cause
fluctuation in the Group's financial position
and cash flow.

The Group is exposed to the risk that the fair
value or future cash flows of its financial
instruments will fluctuate as a result of
changes in market interest rates. In respect of
the Group's interest-bearing financial
instruments, the Group's policy is to mainly
transact in financial instruments that mature or
reprice in the short to medium term.
Accordingly, the Group would be subject to
limited exposure to fair value or cash flow
interest rate risk due to fluctuations in the
prevailing levels of market interest rates.

For financial instruments held on the reporting
date that expose the Group to fair value
interest rate risk, the Group adopts sensitivity
analysis as the primary instrument for
monitoring interest rate risk. Sensitivity
analysis measures the effect of any reasonable
and potential changes to the interest rate on
the net profits and shareholders' equity under
the assumption that all the other variables
remain constant.

Interest rate profile
Fair value interest rate risk

The Group's fair value interest rate risk
exposure is summarised as follows:

Debt instruments
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UL EL I TS5 SR B B T AR R BN A R
b, HRAKERWESMIR, £4&
[ YR SR L R AL By FE P R R P B ER
EFEENSMIA. FHib, SEEEK
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2025 2024
HKS HK$
T P
EHLR 2,092,956,665 2,979,862,693
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37. FINANCIAL RISK MANAGEMENT AND  37. 4T EM4eoiRAMEEMNATE - &

FAIR VALUES OF FINANCIAL
INSTRUMENTS - continued

Interest rate risk - continued

Interest rate profile - continued
Fair value interest rate risk - continued

At 31 December 2025, if market interest rates
had been 50 basis points (2024: 50 basis
points) higher/lower with all other variables
held constant, profit after tax for the year
would have decreased/increased by
HK$1,636,548 (2024: loss after tax would
have increased/decreased by HK$4,170,176).

Cashflow interest rate risk

The Group's cash flow interest rate risk
exposure is summarised as follows:

Debt securities
Debt securities issued

At 31 December 2025, if market interest rates
had been 50 basis points (2024: 50 basis
points) higher/lower with all other variables
held constant, profit after tax for the year
would have decreased/increased by
HK$13,364,600 (2024: loss after tax for the
year would have increased/decreased by
HK$48,393,093).

— 228 —

Fl2R B - 4

FlEGH - &

A EFI 2R AL - 4

20254 12 A 31 H, (HTEFR=EE N/
Wb 50 MHIEEEE(2024 £E. 50 fAEEDY), T
B MBS EERIE, ENGRBEE
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F: RRIREEIRISE AR S
4,170,176 7T)-
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2025 2024

HK$ HK$

T I
EIEHE - 3,424,862
CERITIRIE S (3,201,101,792)  {11,602,858,658)

A 2025 12 A 31 H, MmisFlzEagm/
Wb 50 [EFEE (2024 £ S0 {EEEY), T
B HAB B A, FRGRREE
FI R /18 N B 13,364,600 JT(2024
B BRBREIRNGIE N RS
48,393,093 JL).
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37. FINANCIAL RISK MANAGEMENT AND 37, 4B TEMNSEAGSEMA LY -4
FAIR VALUES OF FINANCIAL
INSTRUMENTS - continued

Interest rate risk - continued F R s - 4

Interest rate profile - continued ok g S

Cashflow interest rate risk - continued BHE&RERZEEN - 8

The sensitivity analysis above indicates the DA SR 4 MR RR ) SR B ED HARR 4 B
instantaneous change in the Group's RO EEE, HERARESSELAL
loss/profit after tax (and retained profits) that a4 T A (AEERE xS
would arise assuming that the change in E‘Eﬁ“’z&?ﬁﬂ%ﬁ[‘ﬁ) A E Y T

interest rates had occurred at the end of the

reporting pericd and had been applied to re- BisHNER (RREEAR]) RIS 5E).

measure those financial instruments held by ’TJEZIK%F*\ & ’ﬁﬂﬁ{ﬁﬁ HI B IR
the Group which expose the Group to fair T4 TRPTE AR B SRR RIgEEE
value interest rate risk at the end of the ME, REEMBRREBERET (RS
reporting period. In respect of the exposure to wH) B RRE, RENGMAIRE
cash flow interest rate risk arising from B EBEELT BT H R B
floating rate non-derivative instruments held HaEEr . DA_E AT R 2024 SR — 2
by the Group at the end of the reporting Y3 (T

period, the impact on the Group's loss/profit
after tax (and retained profits) is estimated as
an annualised impact on interest expense or
income of such a change in interest rates. The
analysis is performed on the same basis as

2024.

Currency risk B Rk

Currency risk is the risk that the value of a B ] b R g A i R ENE R AR T
financial instrument will fluctuate due to BEEFESFEAN AR . FEEES
changes in foreign exchange rates. The Group SIS RN a BN ERE, DI
manages its foreign currency exposure by BH B 0

matching the currencies of its financial assets
and liabilities.

The Group manages its foreign currency AEEFEEILIESRE EMER &N
exposure by matching the currencies of its Bl IS EE AN, YEITAY
financial assets and liabilities and entering £ M 2 RS

into cross currency interest rate swaps.

The Group has ensured that their net currency MRBREBPHREFH, SEEEXE
risk exposure is maintained at an acceptable DERIETHERBEEIE, DR
level by buying or selling foreign currencies I i 2 JEL B ik 1 A 4 TE T S 1 KR

at market exchange rates where necessary to
address the short-term imbalances.
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37. FINANCIAL RISK MANAGEMENT AND 37.

FAIR VALUES OF FINANCIAL
INSTRUMENTS - continued

Currency risk - continued

The Group is exposed to foreign currency risk
primarily through its agency brokerage
transactions and clients' trust balances that are
denominated in a currency other than the
functional currency of the operations to which
they relate. The major transactions of the
Group are entered in Hong Kong dollars,
Renminbi, Euros and United States dollars.
As Hong Kong dollar is pegged to the United
States dollar, the Group considers the risk of
movements in exchange rates between Hong
Kong dollar and the United States dollar to be
insignificant.

Exposure to currency risk

The following table presents the Group's
exposure at the end of the reporting peried to
currency risk arising from recognised assets or
liabilities denominated in a currency other
than the functional currency of the entity to
which they relate. For presentation purposes,
the amounts of the exposure are shown in
Hong Kong dollars, translated using the spot
rate at the year end date.

Net exposure arising from recognised assets
and liabilities

Net exposure arising from recognised assets
and liabilities
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B i

TRIRFEERREHRUEM RS
HIZhEE B ¥ LA R ¥ RHE R D RERR S
ERARTEENEEEMRM . Bk
BEEFEHR AR RREHECRE
.

2025
Exposure to foreign currencies
{(Expressed in Hong Kong dollars)
HEEREE
(LLERFIR)

Renminbi A R#E Euro BX 5T,

RaHRRE

M O R ER 622,845,252 33,599,394

2024
Exposure to foreign currencies
(Expressed in Hong Kong dollars)
B R
(BLETLFIR)

Renminbi AR¥ Euro Bion

RERTHRRE

A OB 361,184,844 27,529,766
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37. FINANCIAL RISK MANAGEMENT AND

37.

FAIR VALUES OF FINANCIAL
INSTRUMENTS - continued

Currency risk - continued
Hedges of currency risk

Cross currency swaps have been entered into
hedge foreign currency risk.

The following table provides information on
the cross currency swaps which have been
designated as cash flow hedges of the
currency risk arising from the Group's fixed
rate debt securities and loan denominated at
CNY:

Notional amount
Carrying amount
- Asset
- Liability

The swap matures in next 1 - 2 year (2024:
next 1 - 3 years) matching the maturity of the
related debt securities issued (see note 26).

The Group seeks to hedge the benchmark
foreign currency risk and applies a hedge ratio
of 1:1. The existence of an economic
relationship between the cross currency
interest rate swaps and the fixed rate debt
security issued is determined by matching
their critical contract terms, including the
reference interest rates, currency
denomination, tenors, maturity dates, interest
payment and receipt dates, the notional
amounts of the swaps and the outstanding
principal amounts of the debt. The main
source of hedge ineffectiveness in these
hedging relationships is the effect of the
counterparty and the Group's own credit risk
on the fair value of the swaps which is not
reflected in the fair value of the hedged cash
flows attributable to the change in exchange
rate.
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The Group

F 4 H
2025 2024
HK$ HKS$
REEH 3,266,395,000
BRTH £ 36
- &fR 182,585,759

FIZEHATERE T AR AT 1 £ 2 5 75(2024
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37. FINANCIAL RISK MANAGEMENT AND  37.

FAIR VALUES OF FINANCIAL
INSTRUMENTS - continued

Currency risk - continued
Hedges of currency risk - continued

The following table provides a reconciliation
of the hedging reserve in respect of currency
risk and shows the effectiveness of the
hedging relationships:

Balance at 1 January
Effective portion of the cash flow hedge
recognised in other comprehensive income

Net amount reclassified to profit or loss

Balance at 31 December (note)

Hedge ineffectiveness recognised in profit or loss

Note: The entire balance in the hedging reserve relates to
continuing hedges.

Sensitivity analysis

The following table indicates the
instantaneous change in the Group's
loss/profit after tax (and retained profits) and
other components of consolidated equity that
would arise if foreign exchange rates to which
the Group has significant exposure at the end
of the reporting period had changed at that
date, assuming all other risk variables
remained constant. In this respect, it is
assumed that the pegged rate between the
Hong Kong dollar and the United States dollar
would be materially unaffected by any
changes in movement in value of the United
States dollar against other currencies. Effect
on profit after tax for Renminbi is accounted
for the foreign currency exposures under
foreign exchange contracts as of 31 December
2025 and 31 December 2024.
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SR LANSRAREHEMATHE - #
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BERGER -

TEREMTHHEY RN ERREY
Bk, I0EUR T EHARRAVHE R

2025 2024
HKS$ HK$
H#T T
PR 1 BRYASER (48,067,240) 42,038,857
REMBEERAN
FHERNRERE
FEHANY B R4 184,897,825  (147,193,133)
R B8 5 A0 (136,830,585) 57,087,036
B12 31 B
LB (FHET) (48,067,240)
FAI8 85 T HEER I
Eapieb b i

Migk:  ZEEAGEE R SIS ERIURRE IR .

BHERES YT

TR FEEBHIRRR SRR (SR
BEAREEALB AT ELEEIIE
AR E R SRR (R R BT Ho At B
SR A R AN T BT R H IR AT L. SRtk
mE, AEBRKFECHIMEENT
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37. FINANCIAL RISK MANAGEMENT AND  37. & TEASHEAMESEMNAE- §

FAIR VALUES OF FINANCIAL
INSTRUMENTS - continued

Currency risk - continued

Sensitivity analysis - continued

Changes in exchange rates

B -
SRR AT -

Sensitivity (in Hong Kong dollars)

NEHE
BT

Renminbi
Euro

The table above indicates the impact on equity
of 5% appreciation of RMB and EUR, there
will be an opposite effect with the same
amount if the currencies depreciate by the
same percentage.

The sensitivity analysis assumes that the
change in foreign exchange rates had been
applied to re-measure those financial
instruments held by the Group which expose
the Group to foreign currency risk at the end of
the reporting period, including inter-company
payables and receivables within the Group
which are denominated in a currency other
than the functional currencies of the lender or
the borrower, The analysis excludes
differences that would result from the
translation of the financial statements of
foreign operations into the Group's
presentation currency. The analysis is
performed on the same basis for 2024,

Price risk

Price risk is the risk that the fair value of a
financial instrument will fluctuate because of
changes in market prices. To manage the price
risk, the performance of the investee company
is regularly monitored.
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B SR 28 U (LAETTEIR)
% 2025 2024
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ERFIRT AR RBOCHEEEAE
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37. FINANCIAL RISK MANAGEMENT AND 37.

FAIR VALUES OF FINANCIAL
INSTRUMENTS - continued

Price nisk - continued

The following table demonstrates the
sensitivity of the Group's loss/profit after tax
and equity to every 10% change in fair values
of the relevant equity stock prices.

it TAN &R EREEMNATE - 8

fEs e - 4]

TRIFHEREEEN AT ESED
10%, ALRERIRRR/ MR B i AH
B RIEURE

The Group The Group
Al [ AN
2025 2024
Effect Effect Effect Effect
on profit/loss on other on profit/loss on other
aftertax and  components aftertaxand  components
retained profits of equity retained profits of equity
Changein  ${BRIGIEASIE EHESHAR  Changein HMMEER  HEDXH
fair value HREAF] Hrisy fairvalue  FI{R R HA RS
AT{E%E il 24 10} 4 ATELE B Mg
% HK$ HK$ % HKS$ HK$
Market price of k= ks g gkl 10 17,011,837 - 10 27,538,235 -
equity investments (10} (17,011,837) - (10} (27,538,235}
Market price of BE&REWHR 10 78,388,854 10 - -
fund investments (10) (78,388,854) (10) - -

The sensitivity analysis indicates the
instantaneous change in the Group's
profit/loss after tax (and retained profits) that
would arise assuming that the changes in fair
values had occurred at the end of the reporting
period and had been applied to re-measure
those financial instruments held by the Group
which expose the Group to price risk at the
end of the reporting period.
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37.

FINANCIAL RISK MANAGEMENT AND 37.
FAIR VALUES OF FINANCIAL
INSTRUMENTS - continued

Fair value hierarchy on financial assets and

liabilities measured at fair value

Definitions of fair value are detailed in note 3.
An analysis of the fair value and the valuation
techniques of financial assets and liabilities

measured at fair value are as follows:

Financial assets measured at
fair value

Financial assefs at fair value
through profit or loss

Debt instruments
- Listed
- Unlisted

Equity securities
- Listed
- Unlisted

Funds
- Listed

Convertible bonds

Derivative assets
- Interest rate swaps
- Futures and options contracts
- Total return swaps
-~ Foreign exchange forwards
- Warrants and CBBCs

AT R
SRR E

BT ARE
B EE

EHIR
- kil
- 3 b

S
- kil
-3k ki

&EE
-k

TEHAES

WA
- Pl
- R B AESH
- Wi i}
- RS E R AY
- SEARER T SRR

it TR SRR EHMAFE - #

A FEE BRI GRE E R A EI AT
ER%

RTERNEEFRMEE 3. UAFEE
BN cMAENEMARNAFERMG
BRI T

Fair value measurements as at

Fair value at 31 Decemnber 2025
31 December categorised into
2025 Aa02s&E12A318
20255 BELUTES AT REH
127 31 A Level | Level 2 Level 3
AFE AW B2RE EI1ES
HK$ HKS$ HKS$ HKS§
o I 7 T
3,643,825,565 3,643,825,565 -
568,879,712 - 568,879,712
4212,705,277 3,643,825,565 568,879,712
4,076,095,346 4,062,834,348 13,260,998 -
202,233,367 - - 202,233,367
4,278,328, 7113 4,062,834,348 13,260,998 202,233,367
938,872,810 938,872,810 - -
41,213,567 - 41,213,567
27,894,113 - 27,894,113
136,907,870 136,907,870 -
549,179,534 - 549,179,534
463,602 - 463,602
8,502,854 8,502,854 - -
722,947,973 145,410,724 571,537,249 -
10,194,068,340 5,147,117,882 4275,837,379 771,113,079
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37. FINANCIAL RISK MANAGEMENT AND
FAIR VALUES OF FINANCIAL
INSTRUMENTS - continued

Fair value hierarchy on financial assets and
liabilities measured at fair value - continued

Fair value at
31 December

37. e TANERMEREEMNATE - H

BAPEFENEREE N AR AT
HES -

Fair value measurements as at
31 December 2025
categorised into

2025 BamsE 128318
R 2025 4 BEU TR AT{E RN
128 31 HM Level 1 Level 2 Level 3
AFE ®1ES BE2ES BEIBE
HK$ HK$ HKS$ HK$
W T T i
Interest in joint venture EEBA%EY BN 329,409,112 - - 329,409,112
Financial liabilities AT RN
measured at SRR
fair value
Financial labilities L AR AR
at fair value BEHE
through profits or loss
Debt instnuments HEHELTHR
- Listed -k (4,751,970,766) - (4,751,970,766) -
Equity securities* AR R
- Listed il (92,516,925) (92,516,925) - -
Interests in consolidated
investiment funds attributable
to other holders et et (3,534,624) - - (3,534,624)
Structured notes AR TR (8,910,909,529) - (8,339,440,944) (571,468,585)
Derivative liabilities HTEA K
- Interest rate swaps - Rl (7,411,501) - (7,411,501) -
- Futures and option contracts - BRI A A (49,934,339) {49,934,339) - -
- Total return swaps - P ER (365,350,456) - {365,350,456) -
- Foreign exchange forwards - IERASMNE S EY (20,585,128) - (20,585,128) -
- Warrants and CBBCs - PR AR R A RESE (144,513,799) (144,513,799} - -
(587,795,223}  (194,448,138) (393,347,085) -
(14,346,727067)  (286,965,063) (13,484,758,795) {575,003,209)
*  The balance represents short selling of listed equity ¥ BREEMR R L HHESEENEST,
securities.
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37. FINANCIAL RISK MANAGEMENT AND  37. &Rt T EHSRAKRSEMNATHE- &
FAIR VALUES OF FINANCIAL
INSTRUMENTS - continued

Fair value hierarchy on financial assets and WAFHEAENSHEEEAENATF
liabilities measured at fair value - continued (BB - 4&
Fair value measurements as at
Fair value at 31 December 2024
31 December categorised into
2024 2024 128318
J 2024 SRR DL T AR AT s R
128 31 A/Y Level 1 Level 2 Level 3
ATE LB 2B 3 B
HKS HK$ HK$ HKS$
Financial assets measured at HATEEREY
fair value SRR B
Financial assets at fair value A PETIBEABE
through profit or loss B
Debt instruments HIELTA
- Listed -k 3,474,451,617 - 3474457617 -
- Unlisted -Je kT 518,398,173 - - 518,398,173
3,992,855,790 - 3474457617 518,398,173
Equity securities e
« Listed -k 2,217,383,793 2,214,714,591 2,669,202 -
- Unlisted -k 320,096,907 - - 320,096,907
2,537,480,700 2,214,714,591 2,669,202 320,096,907
Funds #E&
- Listed i) 1,638 1,638 -
Convertible bonds PR E 5 72,591,425 - 72,591,425
Derivative assets fTdRE
- Interest rate swaps - FlZERHE 16,706,442 - 16,706,442
- Futures and options contracts -BRRBHESH 157,213,734 157,213,734 -
- Total return swaps - E R 471,192,783 - 471,192,783
- Foreign exchange forwards SIEMASNE S 49 36,546,956 - 36,546,956
- Warrants and CBBCs - R AR RERE 16,134,203 16,134,203 -
697,794,118 173,347,937 524 446,181
7,300,723,671 2.388,064,166 4,074,164,425 838,495,080
- 149 -
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37.

FINANCIAL RISK MANAGEMENT AND 37, & T A4 EMEEMATHE-&
FAIR VALUES OF FINANCIAL
INSTRUMENTS - continued

Fair value hierarchy on financial assets and BEATFEHEENSEMEER GERAFE
liabilities measured at fair value - continued HBLE - &

Fair value measurements as at

Fair value at 31 December 2024
31 December categorised into
2024 fr 2024512 B 31 R
542024 5 BREUTEEATFHEAR
12A 3188 Level 1 Level 2 Level 3
ATE BEES HoREL EIEH
HK$ HKS HK$ HKS$
T T i #ET
Interest in joint venture EEBARIHRE 225,442,034 - - 225,442,034
Financial liabilities HATEFER
measured at SRYE K
fair value
Financial liabilities AP EATIRA AT
at fair value EHEH
through profits or loss
Debt instruments BIHLE
- Listed -k (5,371,309,311) - (5,371,309,311) -
Equity securities* YRR AR
- Listed -k (54,497,359) (54,497,359) - -
Interests in consolidated
investment funds attributable
to other holders [l (3,012,603) - - (3,012,603)
Structured notes Fegr Jod=t ] (15,208,469,524) - (13,490,882,391)  (1,717,587,133)
Derivative liabilities TEER
- Interest rate swaps - F 21 {258,640,002) - (258,640,002) -
- Futures and option contracts - MR R E A (134,410,361) (134,410,361) - -
- Total retwn swaps - HER (1,068,391,382) - (1,068,391,382) -
- Foreign exchange forwards - IR HRSME 549 (36,546,957) - (36,546,957} -
- Warrants and CBBCs - SRR R RR R (84,090,262) (84,090,262} - -
(1,582,078.964)  (218,500,623) (1,363,578 341) -
(22,219,367,761) (272,997,982) (20,225,770,043) (1,720,599,736)
*  The balance represents short selling of listed equity * BEERERLTHESHESNES.
securities.
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37. FINANCIAL RISK MANAGEMENT AND 37.

FAIR VALUES OF FINANCIAL
INSTRUMENTS - continued

Fair value hierarchy on financial assets and
liabilities measured at fair value - continued

During the years ended 31 December 2025 and
2024, there were no significant transfers
between Level 1 and Level 2. Transfers into
or out of Level 3 are disclosed as below. The
Group's policy is to recognise transfers
between levels of fair value hierarchy as at the
end of the reporting period in which they
oCCur.

Valuation techniques and inputs used in Level
1 and Level 2 fair value measurements

The fair values of financial instruments traded
in active markets (i.e. Level 1} are based on
quote prices at the end of reporting period.

The fair values of debt instruments determined
with reference to market observable
broker/financial institution quotes. The fair
value of derivative financial instruments is
determined based on discounted cash flow
model applying various market observable
financial parameters, including interest rates,
forward exchange rate, credit spread, yield
spread, etc. Structured notes are mainly
classified as Level 2 fair value measurements
as their valuations are based on the underlying
assets which are also classified as Level 2 fair
value measurements.

If one or more of these significant inputs in
valuation are not based on observable market
data, the financial instrument is included in
Level 3.
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37.

FINANCIAL RISK MANAGEMENT AND
FAIR VALUES OF FINANCIAL
INSTRUMENTS - continued

Fair value hierarchy on financial assets and
liabilities measured at fair value - continued

Information about Level 3 fair value
measurements

The movements during the year in the balance
of these Level 3 fair value measurements are as
follows:

Financial assets measured
at fair value and interest in joint venture:

At 1 January
Additions
Disposals

Change in fair value

At 31 December

Finaneial liabilities measured
at fair value:

At 1 January
Additions
Disposals

Change in fair value

At 31 December

The following table presents the related
valuation techniques and inputs of the major
financial products with Level 3 fair value
measurements.
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37. s ITANEMERERMNATE-H

BAFEHENSHEER G ENRT

EEL -4

B 3 BRA TR EHIE S

L% 3 BARATEE BRI RN AE

2025 2024
HKS$ HKS$
BATHFER
EREER
WA B A IR
B1A1H 1,063,937,114 3,655,564.211
BA .
B {171,615) (1,704,357,470)
AFEED 36,756,692 (887,269,627)
M12A31H 1,100,522,191 1,063,937,114
2025 2024
HKS$ HKS$
= Ha
A TERHER
SRAEE:
B1A1B {1,720,599,736) (6,242,713,629
BA (136,037,223) (182,891,945)
Hib 1,310,996,628 4,831,285,228
AT E (29,362,878) (126,279,390)
»I12A31H (575,003,209) (1,720,599,736)

TRINMESE 3 ERATHEFENEE
ERiE RH B G ETEREAE.
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37. FINANCIAL RISK MANAGEMENT AND 37.

FAIR VALUES OF FINANCIAL
INSTRUMENTS - continued

Fair value hierarchv on financial assets and

liabilities measured at fair value - continued

Information about Level 3 fair value

measurements - continued

Financial assets S & &

Unlisted equity securities at fair
value through profit or [oss and
interest in joint venture

BATHEBIABARMELS
PSS REE M

Debt securities at fair value through
profit or loss/fair value through
other comprehensive income

2 A AR A S Ak 2 T2
A RR B KT EE 25

Financial liabilities & R £ K
Structured notes

MR

Interests in consolidated investment
funds attributable to other holders
JRfE iR &

Valuation techniques

HEFHE

Market approach
[iiE=2173

Discounted cash flow
model

AR B

The return of the note is
linked to unlisted equity
securities, and the note
is valued directly with
reference to underiying
asset

FHRERE
EESEM, mEE
BHERSSHENRE
RE

The fair value is linked to
related fund
investiments, and is
valued directly with
reference to related fund

APHEERBES T
AW, REEESSE
HHREERE
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S TRRSMEREENATFH - &

ST RIS RS & AR AT

BEEH - #

R 3 BT HEFT BRI S -

Significant
unobservable input(s)
BEAEZHE
BARE

Pricing multiples of market
comparable companies used
to determine the estimated
equity value of the project
company:

- Price to sales multiple

ARt E 2R B A B RSET
MR EE 2 ATH T A
B Z R EE
- R EHEEYR

Discount rate for lack of
marktetability
it Z TR Bt 2 Rh IR

Risk adjusted discount rate
ERREE R

Fair value of underlying asset

HHREATE

Fair value of related fund

AR ATHE

Relationship of
unobservable
input(s) fo fair value
HHREMARRALT
B Ri%

The higher the pricing
multiples, the higher the
fair value

HEERER, 4FE
oA

The higher the discount
rate, the lower the fair
value

BRELH, A FHAK

The higher the risk
adjusted discount rate,
the lower the fair value 8
i B AR IREE A
& APEEK

The higher the fair value
of underlying asset, the
higher the value of
structured note

R EAFEES.
EMEnEEss

The higher the fair value
of retated fund,
the higher the value of
interest

HMES AT EER,
ERRERERESS
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37.

38.

FINANCIAL RISK MANAGEMENT AND
FAIR VALUES OF FINANCIAL
INSTRUMENTS - continued

Fair value hierarchy on financial assets and
liabilities carried at other than fair value

The carrying amounts of the Group's financial
instruments carried at cost or amortised cost
approximate their fair values as at

31 December 2025 and 31 December 2024.

EVENTS AFTER REPORTING PERIOD

Subsequent to 31 December 2025 and up to
the date of approval of these consolidated
financial statements, the Group also issued
notes of US$1,774 million, HK$4,729 million
and CNY4,270 million in aggregate with
maturity within 2 years.

37.

38.

s TENeRAREEMATE - #

e A FETIBRM S REE 2 & AR A
FE

HE2025E 12831 BE20244E 12 A
31 B, REBEBRASERAFER
SMEEAKEMEECREERLAT
HAEE.

W MR EIR

2025412 B 31 BRRBEZSES
B EREAE R, AT THRE
AFEIC 1,774,000,000,
4,729,000,000 X AR 4,270,000,000 7T
HARR AP E BRI R85 .

_ 242

- 154 -



SHRER
BAWRER

ERSEMER (FB)EBRAT
s B f5 KA 999
HhBR L
6248

REBERMHE

ERORMERGEB)BRLT
T ils 2 K 19955
H R LG
6248

BARE B RN EEER

SHEMERAT
His IR

B 5K A 155
B

HEE TR E 138

BB
mE - BERTEFTAT

Tk 4 S 4 SR IE 8RR
Kby &3 — 1350





