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With stringent quality requirements running through the entire
industrial chain, the Group is among the very few tea companies
in China experienced in raw material management, product
development, production, end customer reach and membership
services. After over twenty years of operation, we have established
ourselves as one of the most famous tea leaf brands in China.

We have established Lan Cang Gu Cha (0O O0O) as our core
brand, under which we have developed and structured three
product lines, namely 1966, Tea Mama (0 O 0 ) and lland Tea
(O00O). 1966 series focused on the development, manufacturing
and sales of classic Pu’er tea products; while Tea Mama and
lland Tea are more youthful, popular and portable. Their product
offerings include flavored tea, black tea, white tea, and more. In
2025, the Company effectively utilized its supply chain resources
and integration capabilities to provide high-quality raw tea tailored
to customer needs, assisting them in producing tea-related
beverages. We boast a comprehensive sales network both online
and offline. Our offline network primarily consists of distribution
channel stores, covering over 150 cities in more than 29 provinces
and municipalities in China. In addition to distribution channels,
the sales scale of our offline channels to key accounts has been
continuously expanding in recent years. Our online channels
cover e-commerce platforms such as Tmall, JD.com, WeChat,
Douyin, etc.

We have always been persevering in “craftsmanship to pursue
the genuine taste and present wholesome tea leaf products (O
00000, 000000)". Leveraging our ability to source high
quality rough tea leaves, our accumulation of unique production
techniques and our stringent quality control measures, we are
able to ensure the superior and stable quality of our products.
Additionally, with abundant stock levels and professional raw
material inventory management, we are able to promptly produce
products that meet the evolving market demands, continuously
supplying more high-quality, healthy offerings to the market.
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Pu'er
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HONG KONG

Room 1928

19/F, Lee Garden One, 33 Hysan Avenue
Causeway Bay

Hong Kong

COMPANY WEBSITE

www.lcgc.cn

PRINCIPAL BANKERS

Industrial and Commercial Bank of China Limited (Guangzhou
Baiyun Road Branch)

Bank of China Limited (Guangzhou Chajiao Branch)

China Merchants Bank Co., Ltd. (Guangzhou Renmin Middle Road
Branch)

Agricultural Bank of China Co., Ltd. (Lancang Lahu Ethnic
Autonomous County Branch)

Yunnan Lancang Rural Commercial Bank Co., Ltd.

H SHARE REGISTRAR

Tricor Investor Services Limited
17/F, Far East Finance Centre
16 Harcourt Road

Hong Kong

STOCK CODE
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0o0o0oooooooooooooooooon In this Annual Report, unless the context otherwise requires, the

gooooo

0 19660
“1966"

goooooobooboo
‘2024 AGM”

goooOoooooood
0202400000
“2024 Financial Year”

goooooobooboo
‘2025 AGM”

gooooboooboobobood
“Annual Report”

gooo0oOdoomm
oooOooooo
“Articles of Association”

or “Articles”

[ 8 ] S w1
“Audit Committee”

[ ][] B[]

“black tea”

ooooo

“Board” or “Board of Directors”

[ ] ]
“ChinafoMsREES

following terms and expressions have the meanings set forth
below.

O00ddi19e6
Lan Cang Gu Cha — 1966 (0 O 0O O O 1966)

goboooboboouobboooobbooooo
the annual general meeting of the Company dated September 1, 2025

goooooobooboobooboboooo

the financial year ended December 31, 2024

goodooobboooobboooobbooooooo
the annual general meeting of the Company to be held on June 12, 2026

0o000o0oooo0oOoOoooooUoOooooooooo
the annual report of the Company for the year ended December 31, 2025

goooooobooboobooobobbooboboboobOoobobo

the articles of association of the Company adopted on August 7, 2024 (as
amended, modified or supplemented from time to time)

oo0ooooooog
the audit committee of our Board

[T T T ) T o 1 T T T 4 T o ]
oo
a fully fermented tea, prepared from tea leaves that have been allowed to oxidize,
or ferment, to form a reddish brew, which is generally stronger in flavor than other
teas

[ R R 3 S8 5]
the board of Directors of our Company

1 i S 4 0 6 S 5 X R S WA [
the People’s Republic of China, excluding, for the purpose of this Annual Report
only, Hong Kong, Macau and Taiwan
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“Company” or
‘Lancang Ancient Tea”

0o0ooooooooooo
ooooo
“Company Law of the
People’s Republic of China”
or “Company Law”

gooooooo

“Controlling Shareholder Group”

ogooad
“Director(s)”

ooooo

“Domestic Shares”

[ 0 8
“Domestic Shareholder(s)”

[ ] ]
“flavored tea”

gooooo
“Global Offering”
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0000000000000 0000ooU00ooU00oooUO0oooUoooUoooo
gofdobooobooobooobooboobobooboobbooobooobooo
gooo

Pu'er Lancang Ancient Tea Co., Ltd. (000000000 OOO), incorporated
under the PRC laws on September 11, 2002 under the name of Lancang County
Ancient Tea Co., Ltd. (0O O0OO0OO0O0OO) as a limited liability company and
converted into a joint stock company under the PRC laws on February 13, 2018

goooooobooobomooooooooboobOooDbo

Company Law of the People’'s Republic of China (00D 0DO0OO0OOODOO) as
amended, supplemented or otherwise modified from time to time

godoboooboooboooboobooooooboooboooboooooa
0go0ooooooooooono

Ms. Du Chunyi, Ms. Wang Juan, Mr. Shi Yue, Ms. Shi Ailing and Guangzhou Tiansu
Information Technology Co., Ltd., being a group of Controlling Shareholders of our
Company pursuant to the Listing Rules

ogoood
the director(s) of our Company

O00o0oooU00oooUoU00oooUoOoooOoUOOooocoOoOotocoOODOOOUOOOO
OooO0oOooocoUoooooooon

ordinary Shares in the share capital of our Company with a nominal value of
RMB1.00 each, which are subscribed for and paid up in RMB and are unlisted
Shares not currently listed or traded on any stock exchange

[ ] [ ]
holders of Domestic Shares

[T 8 8 T T A
a type of tea product that has been reprocessed with floral, fruity or other
ingredients that add to the flavor of such tea

OOoOoOoooe2i0000000HO00O0OOOOOOOOOOOOOOOOOHO
the global offering of 21,000,000 H Shares in total. No H Share has been issued
by the Company pursuant to the Over-allotment Option

7
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goodOoooooa
“Group”, “our Group”,
‘we” or “us”

gooooooooo
“HKFRSs”

ooooooooog
“PRC Accounting Standards for
Business Enterprises”
oooo
“HK$” or “HK dollars”

oooo
“Hong Kong” or “HK”

OHOD

“H Share(s)”

[ 8 e B e X 7
“H Shareholder(s)”

[ ] ]
“lland Tea”

(18 (a]5([§s]
“Listing”

[5]  ETm[

“Listing Date”

[i] o [HSIR RIS [S]A]
“Listing Rules”

0000000000000 00o00oo0ooooooooooooooooon
our Company and its subsidiaries (or our Company and any one or more of its
subsidiaries, as the context may require)

Oo00oo0oooo0oUooooooUoOoooooooooo
Hong Kong Financial Reporting Standards, amendments and the related
interpretations issued by the Hong Kong Institute of Certified Public Accountants

0o0fdo0oooooooobooooooooooooDoooooooooooooog
ogoooad

a system established by the Ministry of Finance of the PRC to regulate the
accounting recognition, measurement, recording, and reporting practices of
enterprises within China, along with its amendments and interpretations.

ogooooooono
Hong Kong dollars, the lawful currency of Hong Kong

ooooooood
the Hong Kong Special Administrative Region of the PRC

jjdodddddddoOot1oo00oooooOoobDOoDoODDbODODOODODODOO
ooo

overseas-listed foreign shares in the share capital of our Company with a nominal
value of RMB1.00 each, which are subscribed for and traded in HK dollars and
are listed on the Stock Exchange

HOOOO
holders of H Shares

[ ] o o T ]
Lan Cang Gu Cha —lland Tea (DO OO O O0O)

HOODOOOoOOoOOoO
listing of the H Shares on the Main Board of the Stock Exchange

o8 1 1 5 5 ] 9 ] 5 1 8 4 5 5 ) 6 T8 o 0
the date on which our H Shares are listed and from which dealings therein are
permitted to take place on the Stock Exchange, i.e., December 22, 2023

I 3 T T 6 0 11 (11
the Rules Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited (as amended from time to time)
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“Main Board”
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“Model Code”
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“Nomination Committee”

gooooo
“Prospectus”

googo

“Pu’er tea”

[ 8w o i T 8 M ] ]
“Remuneration and
Appraisal Committee”
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“Reporting Period” or
‘2025 Financial Year”
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doodo0ooooooooooooDoomooooooGEMOODODOOOO

the stock market (excluding the option market) operated by the Stock Exchange,
which is independent of and operated in parallel with the GEM of the Stock
Exchange

0000oO0oocC3ooiooooooooooooooooon
Model Code for Securities Transactions by Directors of Listed Issuers set forth in
Appendix C3 to the Listing Rules

goooooooon
the nomination committee of our Board

0000000000000 000ooooU00oooooUoooooooo
the prospectus issued by the Company on December 14, 2023, which is published
on the websites of the Company and the Stock Exchange

0000000000000 ooooooooooboooooOooooa
O0oooo(GB/T 22111-2008) 00 00000000 0OOOO0OODOOOOODOO
00000000000 000000O0000oOoU00oOoUO0oOoOUOooDoUOooo
oooooooo

a variety of tea traditionally produced in Yunnan Province, China and named after
the market town in which it was first developed, made from larger leaf strains of
camellia sinensis, as defined in the national standard for Pu'er tea (GB/T 22111-
2008) issued by Administration of Quality Supervision, Inspection and Quarantine
of the People’s Republic of China and Standardization Administration of China.
Depending on whether it has been artificially fermented, Pu’er tea can be further
classified into fermented and non-fermented Pu’er tea

[ T T T

the remuneration and appraisal committee of our Board
T8 3 T 8

the financial year ended December 31, 2025
BHELEENEEHEHENE

Renminbi, the lawful currency of the PRC

I 1 o 1 o o o 5 5 6 4 9 S S S S

tea leaves that have undergone the preliminary process but are usually required
to undergo the refinement process for improving quality



10

Ooo0o0D0000oooo
Pu’er Lancang Ancient Tea Co., Ltd.

googood

DEFINITIONS AND GLOSSARY

goooooooo Jdoo0d5S71000ddo0b00oDo0oOoobLD0o0ooooDooooooa
“SFO” the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong), as
amended, supplemented or otherwise modified from time to time

gooo Jo0000O00oDb00oDbOoOo+t100000D000DO0OO0DDOORHD
“Share(s)” ordinary shares in the share capital of our Company with a nominal value of

RMB1.00 each, comprising Domestic Shares and H Shares

gooo goood

“Shareholder(s)” holder(s) of the Share(s)

ooooo 000000o0o0o0U00oO0oooU0oU0ooooOoUoooooUooooo

“Stock Exchange” The Stock Exchange of Hong Kong Limited, a wholly-owned subsidiary of Hong

Kong Exchanges and Clearing Limited

ooooooo oooooooooad
“Strategy Committee” the strategy committee of our Board
gooo goooo

“Supervisor(s)

googo gooooo

“Supervisory Committee’

the supervisor(s) of our Company

the supervisory committee of our Company

ooooa oooooooao

“Tea Mama” Lan Cang Gu Cha—TeaMama (D0 OOOOOOO)

[ 8 ] [T ) o T B T T T ] 8 S

“‘white tea” a type of tea that made by specific processes, such as wilting, drying and picking
0 %0 oodod

b percent

(81515 5 4 15 4 T T A T S
81151 (0 ] o T o A T i 1 8
Do ooooboooooonoooao
o 8 U (1) (e

In this Annual Report, the terms “associate”, “close associate”,
“connected person”, “core connected person”, “connected
transaction”, “subsidiaries” and “substantial shareholder”,
“Controlling Shareholder” shall have the meanings given to such
terms under the Listing Rules, unless the context otherwise
requires.
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0000 CONSOLIDATED RESULTS
0ooooooooooo
Year ended December 31,
ooooo 0o0ooo 0oooo 0oooo ooooo
2025 2024 2023 2022 2021
goooo oooog goooo goooo goood
RMB’ 000 RMB'000 RMB'000 RMB'000 RMB'000
oo Revenue 218,676 361,328 527,345 462,869 558,677
0ooo Cost of sales 0104,2070 (161,787) (174,227) (157,872) (190,237)
oo Gross profit 114,469 199,541 353,118 304,997 368,440
0oooooooo (Loss) profit before tax (70,417) (293,300) 92,349 85,449 146,282
ooboo Income tax expense (21,201) (15,285) (13,832) (14,957) (17,322)
oooooooo (Loss) profit for the year (91,618) (308,585) 78,517 70,492 128,960
00000000000  (Loss) profit for the year attributable to:
ooooooo — Owners of the Company (91,005) (307,545) 80,080 72,205 131,006
gpoooo — Non-controlling interests (613) (1,040) (1,563) (1,713) (2046)
(91,618) (308,585) 78,517 70,492 128,960

Dooooooooooon ASSETS, CONSOLIDATED ASSETS,

LIABILITIES AND EQUITY

gooooooo
As at December 31,
goooo goooo goooo goooo goooo
2025 2024 2023 2022 2021
O0o0ooo ooooo 0oooo ooooo ooooo
RMB’ 000 RMB'000 RMB'000 RMB'000 RMB'000
oo ASSETS
goooo Non-current assets 191,295 254,476 416,214 463,128 367,455
oooo Current assets 1,066,776 1,117,097 1,211,762 947,773 827,030
oooo Total assets 1,258,071 1,371,573 1,627,976 1,410,901 1,194,485
oo LIABILITIES
ooooo Non-current liabilities 136,105 207,878 232,314 225,100 264,870
oooo Current liabilities 488,351 490,965 385,355 386,531 172,249
oooo Total liabilities 624,456 698,843 617,669 611,631 437,119
oooo Net assets 633,615 672,730 1,010,307 799,270 757,366
oo EQUITY
oooooooooo Equity attributable to owners of the Company 633,803 671,865 1,008,402 794,236 748,065
ooooo Non-controlling interests (188) 865 1,906 5,034 9,311
oooo Total equity 633,615 672,730 1,010,307 799,270 757,366
oo Notes:

1 T 2 2 T T o o e
0000000000000 O0OO0OO0OOoOOOOO0O0o0O0
[ ] A 1 ] T 8 T ] 1§ 1 S S8 RIS ]

The Group’s financial statements and annual results for the twelve months ended
December 31, 2025 have been prepared under the China Accounting Standards
for Business Enterprises, and relevant comparative figures for 2024 included
in this Annual Report have been appropriately adjusted pursuant to the China
Accounting Standards for Business Enterprises.
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On behalf of the Board of Directors, | am hereby pleased to
present the Annual Report of the Group for the year ended
December 31, 2025, and express our heartfelt gratitude to
friends, shareholders, and partners from all walks of life for their
longstanding attention and support for Lancang Ancient Tea.

In 2025, the pace of global economic recovery slowed, while
the domestic consumer market remained in a stage of structural
adjustment. The tea industry faced challenges including relative
overcapacity, a rational return to demand for traditional gifts and
collectibles, and intensified homogenized competition, entering a
new stage of stock competition and deep transformation. Affected
by macroeconomic conditions and industry cycles, the Group’s
operating revenue for the year declined compared to 2024, with
operational pressures persisting.

Facing these challenges, the Board and management remained
clear-headed and resolute, confronting operational and financial
setbacks in 2024 and decisively driving comprehensive
operational optimization. During the Reporting Period, the
Company centered its efforts on “strategic transformation,
cost optimization, and core business consolidation.” It strictly
controlled various costs and expenses, optimized asset
structure, and improved capital utilization efficiency. Through
the tenacious efforts and relentless dedication of all employees,
the loss for the year narrowed significantly compared to
2024. The fundamental operating conditions have bottomed
out and stabilized, laying a solid foundation for subsequent
high-quality development.

We hereby would like to express our deepest respect and
sincerest gratitude to all employees and partners standing with
the Company in hard time, as well as to our shareholders for their
continuous trust and support.
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Looking ahead, the recovery of the economy and our industry
will still take time, amid onging uncertainties. However, we firmly
believe that the tea industry, as a carrier of China’s outstanding
traditional culture and a vital consumer sector, possesses robust
long-term resilience. The Company will remain true to its founding
mission, pursuing steady progress while advancing reforms
across five key areas: brand building, strategic transformation,
product portfolio optimization, channel refinement, and
operational efficiency enhancement. We will seize the
opportunities presented by consumption upgrades and the trends
toward health-consciousness and brand-driven development to
strengthen our core competitiveness.

Lancang Ancient Tea will advance with greater stability and a
more pragmatic approach, focusing on long-term value creation,
striving to improve operational performance, and fully committing
to rewarding shareholders, partners, and society.

Thank youl!

Ms. Du Chunyi
Chairlady

13
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BUSINESS OVERVIEW
MARKET OVERVIEW

In 2025, the overall consumer market showed a “slow recovery”
amid a complex global economic environment and rising
geopolitical uncertainties, and consumer confidence will take time
to improve. In 2025, China’s total retail sales of consumer goods
reached approximately RMB50.1 trillion, representing a year-on-
year increase of 3.7%, which was slightly slower than the growth
recorded in 2024; the annual consumer price index (CPIl) was flat
year-on-year (0%), remaining basically unchanged from 2024,
while prices of food, tobacco, and alcohol declined by 0.7%
year-on-year.

Affected by macroeconomic factors such as weak consumer
confidence and China’s structural economic transformation,
the consumer market, particularly the tea consumption sector,
has faced rising costs of online customer acquisition and
intensified competition in offline channels, and the following new
developments have emerged: First, the rapid rise of on-demand
retail is reshaping the “people, goods, and venue” model, with
an annual market size approaching RMB1 trillion. “Minute-level
delivery” is becoming a consumer habit. Some key accounts (KA),
such as membership-based supermarkets, have successfully
attracted large numbers of consumers by offering high-quality
products, differentiated services, and fast delivery. Second,
driven by both service consumption and new consumption
models, service retail sales increased by 5.5% year-on-year,
accounting for over 46% of household consumption expenditure.
Experience-based service sectors, such as cultural tourism,
healthcare, and green consumption, performed particularly well,
while new consumption formats, including new-style tea beverages
and tea-themed cultural tourism, expanded rapidly. Third, the
release of consumption potential among segmented consumer
groups, such as the strong growth of the silver economy and the
rise of China-chic culture, combined with increasing attention paid
by other consumer groups to the health benefits and traditional
cultural significance of tea, is creating new growth opportunities
for the consumer market, particularly the tea market.
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According to the China Tea Marketing Association, in 2024,
total domestic sales in China’s tea market reached RMB325.755
billion, while export sales amounted to US$1.419 billion. Overall,
the market remained stable but showed signs of adjustment.
Specifically, total domestic tea sales value decreased by
RMB8.917 billion compared with 2023, representing a decline of
approximately 2.66%, while total domestic sales volume increased
by 0.35% year-on-year. The average domestic selling price across
all tea categories fell by 3.01%, although the price of dark tea,
including Pu’er tea, rose by 3.14% year-on-year. From a long-term
perspective, underpinned by consumers’ growing focus on healthy
living and the ongoing promotion and popularization of Chinese
tea culture, as well as emerging drivers such as the robust growth
of freshly brewed tea, the rapid expansion of ready-to-drink tea,
the accelerated development of tea-themed tourism, and the
coordinated advancement of the tea industry, China’s tea industry
is expected to demonstrate significant market potential and
promising growth prospects.

OVERALL BUSINESS PERFORMANCE

With stringent quality requirements running through the entire
industrial chain, the Company is among the very few tea
companies in China experienced in raw material management,
product development, production, end-customer reach, and
membership services. The history of branding of the Company
can be traced back to 1966, when the Jingmai Mountain Tea
Workshop (0 00O 0O0O) was established in Jingmai Mountain,
and Ms. Du Chunyi, the Chairlady of the Board, was an important
member of the tea workshop. Over the decades of dedicated
cultivation and sustained development, the Company has
developed strong and stable partnerships with key local raw
material suppliers, and marketed Pu’er tea products made from
rough tea leaves from Jingmai Mountain throughout China. By
taking advantage of the opportunity of the Cultural Landscape
of Old Tea Forests of Jingmai Mountain in Pu’er being inscribed
onto the World Heritage list as the world’s first tea-themed cultural
heritage site, the Company will continue to drive the development
of the tea industry and promote tea culture more effectively.
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In 2025, the Company remained focused on its core business
while actively promoting the tea industry and tea culture. During
the year, it was designated as a “National Key Leading Enterprise
in Agricultural Industrialization (00 O0O0OO0OO0OOOOO0O)”
by the Ministry of Agriculture and Rural Affairs of China. It was
also recognized as a “2025 Leading Enterprise in the Pu'er Tea
Industry Contributing to Rural Revitalization (2025000000
O0000O00OO00)” by the China Tea Marketing Association
and received the “Award for Outstanding Contributions to the
Chinese Red Cross Cause (000D O00O0OO0ODOOOODOODO)
from the Red Cross Society of China. In the same year, the
Company’s products received the “STC Certified” Mark (STCO
O0“0°’000), an international quality certification mark issued
by the Hong Kong Certification Centre, and Dinghe Jingmai 001
(0 O0O0D0OO001) was selected for inclusion in the “Panda Guide
China High-quality Ingredients List (0000000 O0O0O0O0O)".
In addition, several outstanding employees received national,
ministerial, and provincial-level honors, reflecting the government
and society’s recognition of the Company’s active fulfillment of its
social responsibilities.

In the 2025 Financial Year, the Group’s operating revenue and
net loss amounted to RMB218.7 million and RMB91.6 million,
respectively, representing a decrease of 39.5% as compared to
the operating revenue of RMB361.3 million and a decrease of
70.3% as compared to the net loss of RMB308.6 million for the
2024 Financial Year, respectively. Despite a decline in revenue for
2025, the Company reported a substantial reduction in net loss,
primarily attributable to:

Firstly, the decline in revenue was attributable to the sluggish
market recovery and the challenges faced by offline physical
stores due to weak consumer spending.
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It is worth mentioning that during the Reporting Period, the
Company closely followed the development trend of KA
customers, fully utilized its brand advantages, product design and
development capabilities and abundant raw material reserves,
and focused on acquiring membership-based supermarkets
and well-known production enterprises of tea drinks. In the 2025
Financial Year, the total operating revenue from key account
channels amounted to RMB55.0 million, representing an increase
of 1.0% as compared to the same period in 2024.

BUSINESS PERFORMANCE OF SUBBRANDS
AND PRODUCT LINES

The history of branding of Lan Cang Gu Cha (0 OO O) can be
traced back to 1966, making it 59 years old. Based on the core
brand of Lan Cang Gu Cha, we have developed and structured
three product lines, namely 1966, Tea Mama (O O O ) and lIland
Tea (O 0) to satisfy diversified consumption scenarios, ranging
from daily drinking experience to business banquet, as well as
solo drinking to sharing with friends.

Our classic 1966 series focused on the development,
manufacturing and sales of classic Pu'er tea leaf products,
under which we have a large number of successful product
developments and continuous iterations. Serving as the
bedrock of the business of the Company, in the 2025 Financial
Year, 1966 series achieved operating revenue of RMB120.0
million, accounting for 54.9% of the operating revenue in 2025,
representing a decrease of 47.3% as compared with the 2024
Financial Year.
the classic 1966 series, which are more youthful, popular and
portable. The Company has capitalised on its rich product
development experience in Pu'er tea and applied it to other types
of teas, such as black tea, white tea and flavored tea, enriching
the product portfolio. In the 2025 Financial Year, Tea Mama and
lland Tea series achieved a total revenue of RMB68.4 million,
accounting for 31.3% of the operating revenue in the 2025
Financial Year, representing a decrease of 41.6% as compared
with the 2024 Financial Year. During the Reporting Period, the
sales revenue of 1966, Tea Mama and lland Tea decreased as
compared with that of the 2024 Financial Year due to factors such
as the slow recovery of the consumer market, among which the
1966 Series products were mainly sold through offline physical
stores, and therefore were more significantly affected by the
offline consumer market environment, resulting in a relatively
larger decrease in revenue.

Tea Mama and lland Tea are different from
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During the Reporting Period, in addition to the sales of 1966, Tea
Mama and lland Tea series, in light of the recent development
trends in the tea industry, particularly the rapid growth of
freshly made tea and ready-to-drink tea products, the Company
effectively utilized its supply chain resources and integration
capabilities to provide high-quality raw tea tailored to customer
needs, assisting them in producing tea-related beverages. In
the 2025 Financial Year, the Company’s raw tea achieved sales
revenue of RMB14.99 million.

BUSINESS PERFORMANCE OF OUR
DISTRIBUTION NETWORK

The Company has developed a multi-level sales network that
integrates both online and offline channels, promoting direct sales
and distribution. For offline sales, we primarily sold products
to end consumers through offline physical stores operated by
distributors and our self-operated stores. In terms of online
sales, we primarily sold products on platforms such as Tmall
and JD.com, along with live-streaming e-commerce platforms
such as Douyin. It is worth mentioning that the Company has
recently expanded its sales network to include key account
channels, which consist mainly of hypermarket chains, well-known
tea beverage manufacturers, and platform-operated online
stores. Hypermarket chains, particularly membership-based
supermarkets, have attracted a larger consumer base with high
consumer stickiness and increasing sales scale in recent years
due to their advantages in product selection, service quality, and
cost-effectiveness.

As of 31 December 2025, the Group had a total of 441 offline
stores, among which 18 were self-operated stores and 423
were distributor-operated stores. In the 2025 Financial Year, our
sales revenues from distributors, direct sale customers and key
account channels were RMB60.0 million, RMB37.2 million and
RMB66.3 million, respectively, achieving changes of -66.86%,
-8.68% and 9.97%, respectively as compared with the 2024
Financial Year. Among them, the sales revenue from distributors
decreased significantly, mainly because distributors sold products
through offline physical stores, which were significantly impacted
by the weak consumer spending and the operations of online
channels; the Company’s sales to direct sale customers were
also accomplished through offline physical stores, facing similar
sales problems to that of distributors, thus recorded a decrease in
operating revenue for the Reporting Period.
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In terms of online sales, on major e-commerce platforms such
as Tmall, JD.com, Douyin, WeChat, etc., the Company not only
built online stores, but also conducted live-streaming sales at
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OUTLOOK AND FUTURE PLANS

China, with its time-honored tea culture, is now the world’s largest
producer and consumer of tea. In recent years, the industry
has been innovating in products and consumption scenarios on
the supply side, while consumers are increasingly focusing on
healthy lifestyles. From a long-term development perspective, we
remain optimistic about the growth of the Pu’er tea market and the
Chinese tea industry. However, despite the significant expansion
in the scale of China's tea market, it still faces challenges,
including strong cyclicality, a fragmented market structure, low
product standardization, high costs across online and offline
channels, and instability in raw material supply and quality. Tea
companies should seize future trends, including health and
wellness, younger consumer engagement, and brand elevation, to
build their core competitiveness in the new consumption era.

Based on our medium — to long-term outlook for the tea industry,
and in response to the current weak, volatile market environment
and consumption trends, management has taken proactive
steps to refine our transformation strategy, further positioning
the Company as a consumer-driven tea brand retailer and a
solutions-oriented producer of tea-based industrial products,
steadily advancing the development of our Lan Cang Gu Cha
teahouses with a focus on ripe Pu’er tea as the core offering, and
implementing systematic price stabilization measures, to create
diversified growth pathways, help the Company navigate current
challenges, and secure its sustainable long-term development.
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In its strategic transformation toward becoming a consumer goods
retailer, the Company will identify core target customer bases,
including professional tea enthusiasts, general tea consumers,
tea gift purchasers and bulk procurement clients, to address
critical pain points such as non-specialized store operations, a
fragmented market pricing system, overreliance on private-domain
brand promotion with limited reach, high operating costs and low
efficiency. Systematically, the Company will implement four key
initiatives: first, specializing store operations and focusing on core
product categories to enhance the consumer experience; second,
developing an integrated promotion system that combines public
— and private-domain traffic to broaden brand reach; third,
executing a dual-brand differentiation strategy to more precisely
meet diverse customer needs; and fourth, establishing a unified
pricing framework across all channels to standardize market order
and strengthen consumer trust. Leveraging four main marketing
platforms, including offline specialty stores, e-commerce platforms
and live-streaming matrices, core channel counters and bulk
procurement channels, the Company will steadily advance its
four major transformation objectives: achieving omnichannel
price consistency, driving scalable growth in core categories
such as ripe Pu’er tea, systematic brand building and improving
cost-efficiency across the value chain, thereby reinforcing the
foundation for its consumer retail transformation.

In its transformation toward becoming an industrial product
manufacturer, the Company will precisely target four core
customer segments, including general tea consumers, custom
tea gift clients, reselling clients and raw material procurement
clients, to address critical pain points such as high production
costs, delays in sample delivery and suboptimal factory audit
performance. Through measures including stringent quality
control, optimized packaging systems, refined cost management
and accelerated sample delivery, the Company will leverage three
primary supply channels including self-operated retail stores,
tea base supply for new-style tea beverage brands and raw
material supply for bottled tea drinks to comprehensively upgrade
and renovate the production system, reduce costs and improve
efficiency across the process, establish a rapid sample delivery
mechanism and intensify the development of core channels.
With these efforts, the Company strive to effectively address
key transformation challenges and steadily advance toward a
standardized, scalable and efficient industrial manufacturing
model.
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On the product front, the Company will adopt a strategy centered
on “precise customer alignment and synergistic product
portfolio management”, and will establish a comprehensive
product framework that covers collection, daily drinking, trendy
and experiential scenarios. This will be achieved through
differentiated positioning and supply models to enhance overall
competitiveness. Specifically, the classic collection segment,
anchored by the “Lan Cang Gu Cha 1966” brand, targets
collectors with traditionally crafted Pu'er teas that “improve with
age”, adopting a production-to-order model to control volume
and stabilize prices, thereby supporting secondary market
value appreciation and reinforcing its premium positioning;
the mass drinking segment leverages core brands to serve
general tea consumers with consumable teas supported by a
demand-driven, flexible supply chain and stable pricing, while
innovating around “Scientific Pu’er” concepts to deepen consumer
engagement; the trendy diversified segment builds on brand
influence to offer fashionable teas, herbal blends and peripheral
merchandise, meeting the one-stop needs of trend-conscious
consumers through agile product iteration that expands reach and
complements core product offerings; and the experiential segment
uses tea-tasting centers to build trust across customer groups
through professional services, achieving self-sustaining operations
that lower costs and create an “experience-trust-purchase” cycle
that drives promotion of the full product portfolio. Together, these
initiatives form a holistic development approach of iconic in
premium, anchored in mass, complementary in trendy and driven
by experience, enabling more precise customer alignment and
strengthening the Company’s competitive edge.

Since the inception of the Lan Cang Gu Cha brand history in 1966,
the Company and its team have been able to move forward in the
face of numerous market fluctuations and risks. With the control of
high-quality raw material resources, sufficient stock reserves and
continuous innovation in production technology, as well as the
adherence to the goal of providing consumers with high-quality
and healthy products, Lan Cang Gu Cha has successfully broken
through difficulties again and again. The year 2026 will usher in
the important milestone of the brand’s 60th anniversary. Based on
the profound heritage and core competitiveness accumulated in
the past, the Company firmly believes that the brand not only has
a solid foundation for sustainable development, but also has the
ability to stand out in the fierce market competition and win the
trust and support of more consumers.
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FINANCIAL REVIEW
REVENUE
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In the 2025 Financial Year, the Group generated revenue of
RMB218.7 million, representing a decrease of RMB142.6 million,
as compared to RMB361.3 million in the 2024 Financial Year,
with a decline rate of 39.5%. The decline was primarily due to
the slow recovery of end-consumer demand and operational
pressures on offline physical stores. The Group’s core product,
the Lan Cang Gu Cha — 1966 series, which relies on offline
channels for sales, saw a significant year-over-year decline in
revenue. During the Reporting Period, the Company completed
the planning of online and offline product categorization and
implemented comprehensive price controls across all channels,
thereby stabilizing the market pricing system. Other business
segments, such as raw tea and large-client channels, achieved
growth; however, the scale of this growth was insufficient to offset
the revenue decline in the core product series, ultimately resulting
in an overall year-over-year decrease in revenue.

OPERATING COSTS

In the 2025 Financial Year, the Group’'s operating costs was
RMB104.2 million, representing a decrease of RMB57.6 million as
compared to RMB161.8 million in the 2024 Financial Year. This
decrease was primarily driven by a decline in revenue, which
led to a corresponding reduction in cost of sales. At the same
time, the Company continued to implement cost-saving and
efficiency-enhancing measures and optimize its supply chain,
further reducing operating costs.
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COST OF SALES

In the 2025 Financial Year, the Group’s selling expenses
amounted to RMB88.5 million, representing a decrease of
RMB83.3 million as compared to RMB171.8 million in the
2024 Financial Year, with a decline rate of 48.5%. This was
primarily due to the Company’'s comprehensive implementation
of cost-cutting and efficiency-enhancing measures during
the Reporting Period, including the optimization of marketing
strategies, shifting from large-scale online advertising to targeted
operations, which significantly reduced advertising, promotional,
and e-commerce platform service expenses; Simultaneously, the
optimization of the workforce structure led to a corresponding
decrease in employee compensation, and the closure of
unprofitable stores and optimization of leased premises resulted in
a significant reduction in depreciation and amortization expenses.
Additionally, various expenses such as tea product and tea board
fees, as well as low-value consumables, were strictly controlled
and reduced, collectively driving a significant decline in selling
expenses.

ADMINISTRATIVE EXPENSES

In the 2025 Financial Year, the Group’s administrative expenses
amounted to RMB67.3 million, representing a decrease of
RMB10.5 million from RMB77.8 million in the 2024 Financial
Year, with a decline rate of 13.5%. This was primarily due to
the Company’s ongoing efforts to reduce costs and improve
efficiency, including optimizing its workforce structure, which
led to a corresponding decrease in employee compensation.
Additionally, depreciation and amortization expenses decreased
significantly, and the Company strictly controlled office expenses
and various administrative expenditures, resulting in effective
management of overall administrative expenses.

OTHER INCOME

In the 2025 Financial Year, the Group’s other income amounted
to RMB3.0 million, representing an increase of RMBO0.1 million as
compared to RMB2.9 million in the 2024 Financial Year, which
shows a slight growth trend as a whole, primarily attributable to
the amortization amount of deferred income related to assets has
increased year-on-year and the addition of various government
support funds such as patent subsidies, rewards for new
enterprises above the designated level, and exhibition subsidies
at the same time. All these related subsidies have remained
stable overall, jointly driving a slight increase in the scale of other
income.
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INVESTMENT INCOME

In the 2025 Financial Year, the Group’s investment income
amounted to RMB-2.2 million, representing a shift from profit to
loss as compared to RMB1.5 million in the 2024 Financial Year,
primarily attributable to the decrease in relevant income and loss
from investment disposal and debt restructuring.

CREDIT IMPAIRMENT LOSS

The Group’s credit impairment loss increased by RMB10.0
million from RMB19.1 million in the 2024 Financial Year to
RMB29.1 million in the 2025 Financial Year, primarily due to the
year-on-year increase in accounts receivables and bad debts of
accounts receivables.

ASSETS IMPAIRMENT LOSS

The Group’s assets impairment loss decreased from a loss of
RMB211.1 million in the 2024 Financial Year to a loss of RMB1.3
million in the 2025 Financial Year, primarily due to the fact that a
number of asset impairment provisions were made based on the
prudent judgment of the Company’s future operating conditions in
the previous period, and no large impairment loss was required
after asset evaluation in the current period.

GAINS ON ASSETS DISPOSAL

The Group’s gains on assets disposal increased from RMB1.5
million for the year ended 31 December 2024 to RMB27.0 million
for the year ended 31 December 2025, primarily due to the growth
of disposal gains incurred by the termination of leasing relevant
assets and derecognized use-of-rights assets in the current
period.

TOTAL PROFIT AND NET PROFIT

The Group’s total profit was a loss of RMB293.3 million and net
profit was a loss of RMB308.6 million in the 2024 Financial Year,
narrowing to a loss of RMB70.4 million and a loss of RMB91.6
million in the 2025 Financial Year, primarily due to the significant
decrease in impairment loss of assets, effective control of various
costs and the implementation of increasing profitability through
cost reduction.
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CASH AND BANK BALANCES

The Group financed our operations principally with cash
generated by our operating activities, bank borrowings and capital
contributions. The Group’s cash and bank balances increased
from RMB74.4 million as at 31 December 2024 to RMB77.0 million
as at 31 December 2025. The increase of RMB2.6 million was
primarily due to the decrease in sales receipts as a result of
revenue decrease and reducing cash inflows, strict control was
exercised over procurement and various expense expenditures,
ensuring that the scale of net cash outflow from operations was
controllable; in terms of investment, significant reductions were
made in the purchase and construction of long-term assets as well
as external investments, resulting in a notable narrowing of the
net cash outflow from investment; in terms of financing, achieving
substantial net cash inflows through fund-raising and obtaining
bank loans, which is the comprehensive effect of various cash
flows.

RECEIVABLES

The Group’s receivables decreased from RMB49.9 million as at 31
December 2024 to RMB21.2 million as at 31 December 2025. The
decrease of RMB28.7 million was primarily due to the decrease
in the balance of accounts receivable of the Group, while the
scale of long-term accounts receivable increased, resulting in
a corresponding increase in the provision for bad debts, which
significantly reduced the net amount of accounts receivable.

PREPAYMENTS

The Group’s prepayments decreased from RMB20.2 million as at
31 December 2024 to RMB16.1 million as at 31 December 2025.
The decrease of RMB4.1 million was primarily due to the decrease
in the balance of the Group’s prepayments.

INVENTORIES

The Group’s inventory decreased from RMB903.4 million as at 31
December 2024 to RMB893.8 million as at 31 December 2025.
The decrease of RMB9.6 million was primarily due to the Group’s
decrease in purchasing raw materials as it focused on depleting
inventory in the current period.
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CURRENT ASSETS

The Group’s current assets decreased from RMB1,117.1 million as
at 31 December 2024 to RMB1,066.8 million as at 31 December
2025. The decrease of RMB50.3 million was primarily due to the
overall impact of the decrease in accounts payable, prepayments
and other receivables and the slight decrease in inventory.

LIQUIDITY AND CAPITAL RESOURCES

The Group financed our operations principally with cash
generated by its operating activities, bank borrowings and capital
contributions. The Group’ cash and bank balances decreased
from RMB65.4 million as at 31 December 2024 to RMB53.9 million
as at 31 December 2025, primarily attributable to the restriction of
certain cash and bank balances as a result of pending litigations.

INDEBTEDNESS

(1) CURRENT LIABILITIES

The Group’s current liabilities decreased from RMB491.0
million as at 31 December 2024 to RMB488.4 million as
at 31 December 2025, primarily due to the decrease in
the scale of short-term borrowings, accounts payable
and contract liabilities, which collectively led to a slight
reduction in the overall amount of current liabilities.

(2) GEARING RATIO
The Group’s gearing ratio decreased from 32.7% as at
31 December 2024 to 31.3% as at 31 December 2025.
The decrease of the gearing ratio was caused by the
decrease in borrowings and the decrease in total capital.
The gearing ratio of the Group is calculated based on the
bank borrowings as a percentage of total equity and bank
borrowings.

(3) PLEDGE OF ASSETS

In the 2025 Financial Year, the Group's pledged assets
consisted of fixed assets with a carrying amount of
RMB60.5 million, inventories of RMB13.5 million and
intangible assets of RMB8.4 million. The above pledged
assets are pledged to banks to secure bank borrowings.



ooooooooo
Annual Report 2025

HRERERERERERERE

MANAGEMENT DISCUSSION AND ANALYSIS

Ooog

obooooooooooOooooOooobooooo
oooooooooobOOooobobOOoOoobooOoOooo
oooooooOoooooOOoooboOooobooooo
gpooobs3gobooooooobooboooooon
ooooooOo0ooooboOoooDbDOoOoooOO0oo
oooo

Joodg

ggooooboobbbbboooooooo
O

obobooooooooOoocobooooobDoboOoDo
goooboooooboboooooboooooooboo
gobboooobboooomooobooooon
gooooooooooooooobooooboon
gooo0O0boOODbOObOO0Os852400000
obobooooooooOoocOoboooooboOoOoooo
obbooooOooboOOoooobooobooooo
oooooooooooOOooooboOooobooooo
doooooooooooooooooobon
odooooooooooooooooooboon
(8§ 8 I 88 8 8 T ) R
(11 T T T R T

1 o S o i 3 2 S Y S
15 T ] 1 T T 5 T8 1 e 8T
oo

FOREIGN EXCHANGE RISK

The Group’s operations are primarily denominated in RMB. In the
2025 Financial Year, the Group’s fund deposits raised from the
overseas issuance of shares resulted in a foreign exchange loss
of RMBO0.53 million for the period due to the changes in foreign
exchange rates. The Group took positive measures to minimize the
losses caused by the foreign exchange to the Group by adjusting
the inbound funds when appropriate.

CONTINGENT LIABILITIES

PENDING PROCEEDING OR ARBITRATION
OF CONTINGENCIES AND THEIR FINANCIAL
IMPLICATIONS

In July 2025, Hebei Huaen Trading Co., Lid. (DOOOOOO
O000) (hereinafter referred to as “Hebei Company”) sued
Guangzhou Minghui Technology Co., Ltd. (0000000 O0ODO)
(hereinafter referred to as “Minghui Company”) to the People’s
Court of Yuhua District, Shijiazhuang for a dispute on the sales
and purchase contract, requesting Minghui Company to pay a
total of RMB35.24 million, including a product order payment
of RMB30 million and liguidated damages. As Guangzhou
Kangrui Lancang Ancient Tea Co., Ltd. (hereinafter referred to
as “Guangzhou Kangrui’), a wholly-owned subsidiary of the
Company, issued a power of attorney related to the product to
Minghui Company in June 2024, and the Company is the sole
shareholder of Guangzhou Kangrui, Guangzhou Kangrui and the
Company were listed as one of the defendants to bear joint and
several liability. Due to the lawsuit, certain bank accounts of the
Company and its subsidiary, Guangzhou Kangrui, are still frozen.
As of the date of approval for issuance of this financial statement,
this case has not yet been heard in court.

Except for the above contingencies, as at 31 December 2025, the
Company had no other significant contingencies that should be
disclosed but has not been disclosed.
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SIGNIFICANT COMMITMENTS

1.

LEASE CONTRACTS SIGNED AND
IMPLEMENTING OR PROPOSED TO
IMPLEMENT AND THEIR FINANCIAL IMPACTS
As of 31 December 2025, the payable amount for the

irrevocable operating lease under the property lease
contract signed by the Company is RMB67,294,358.52.

OTHER SIGNIFICANT FINANCIAL
COMMITMENTS

Pledge of assets

As of 31 December 2025, the Company has obtained
financing borrowings from financial institutions
using inventory products with a carrying amount of
RMB13,533,715.51, fixed assets of RMB60,483,390.50 and
intangible assets of RMB8,372,122.76 as collateral.

SIGNIFICANT INVESTMENTS HELD,
MATERIAL ACQUISITIONS AND DISPOSALS
OF SUBSIDIARIES, ASSOCIATES AND

JOINT VENTURES

As of 31 December 2025, the Company had no significant

investments, material acquisitions and disposals of subsidiaries,
associates and joint ventures.
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USE OF NET PROCEEDS FROM THE
LISTING

The Company completed Listing on December 22, 2023. The net
proceeds raised by the Company from the listing, amounted to
approximately RMB141.4 million, after deducting the underwriting
commissions and other fees paid by the Company in connection
with the Global Offering (the “Net Proceeds”). Original allocation
of the Net Proceeds was disclosed in the section headed “Future
Plans and Use of Proceeds” of the prospectus of the Company
published on December 14, 2023 (the “Prospectus”). As at
December 31, 2024, the Company has utilized approximately
RMB85.7 million.

Pursuant to the announcement of the Company dated July
17, 2024, the Company planned to change the use of the Net
Proceeds as follows: the Company planned to reallocate RMB37.8
million from the investment in building modernised logistics and
warehousing centers and new production facilities, and upgrading
current production facilities, among which, RMB30.0 million was
allocated to the Shanquan Fermentation Project and RMB7.8
million to working capital and other general corporate purposes.
Upon completion of the aforesaid reallocation, the remaining
Net Proceeds from the project would continue to be invested in
the planned logistics and e-commerce center project in Foshan,
while the Pu’er Warehousing Project will no longer be invested by
use of the Net Proceeds. Reallocation of unutilised Net Proceeds
to invest in the Shanquan Fermentation Project is primarily
because the Shanquan Fermentation Project will be conducive to
increasing the Company’s production capacity of fermented tea,
increasing the storage and turnover area, and will be able to form
a more complete production layout with the Company’s production
base in Lancang to enhance the competitive advantage of the
Company. Reallocation of part of Net Proceeds to working capital
and other general corporate purposes will enhance the Group’s
financial management flexibility and will be of greater significance
for the Company to respond to the changes in the post epidemic
era in a timely manner. Details of reasons for and benefits of
change in use of Net Proceeds are set out in the announcement of
the Company dated July 17, 2024. The aforesaid changes became
effective upon the consideration and approval at the extraordinary
general meeting held on August 7, 2024.
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On the basis of the actual situation and operational development
needs of the Company, on December 30, 2024, the Board has
considered and approved a resolution in relation to the proposed
further change in the use of proceeds, which became effective
upon consideration and approval at the extraordinary general
meeting held on January 17, 2025. Accordingly, the Company
has reallocated a total of RMB26.0 million of the Net Proceeds
to repay bank loans, including: (a) to reallocate RMB18.9 million
from the unutilised Net Proceeds of RMB32.2 million, which was
originally allocated for the sales channels building, to repay
bank loans. The remaining RMB13.3 million will continue to be
invested in optimizing the sales network; and (b) to reallocate
the entire unutilised Net Proceeds of RMB7.1 million, which was
originally allocated for strategic investments in and acquisitions
of business opportunities in the tea industry, to repay bank loans.
Further details are set out in the announcement of the Company
dated December 30, 2024. This change in the Net Proceeds is,
from the perspective of the effectiveness and urgency of fund
utilization, adjusting part of the funds designated for sales channel
building to repay bank loans, and can enhance the efficiency
of fund utilization and reduce the pressure arising from slow
payment from front-end stores on the operational cash flow of the
Company, which better supports the sustainable development of
the Company.

Pursuant to the announcement of the Company dated May
13, 2025, the Company planned to change the use of the Net
Proceeds as follows: (a) to reallocate RMB10.3 million from the
Net Proceeds, which is allocated for the sales channel building,
for working capital and other general corporate purposes; (b)
to reallocate RMB3.7 million from the Net Proceeds, which is
allocated for upgrading our information technology infrastructure
and strengthening our research and development capabilities,
for working capital and other general corporate purposes. The
above adjustment is mainly for the Company to alleviate the
pressure on funds due to the impact of the market environment
and further improvement of the efficiency of fund utilization,
which is more urgent for the Company’s operating activities.
The proceeds intended to be used for working capital and other
general corporate purposes will be fully utilized for production and
operating activities related to the Company’s principal business,
to effectively serve the Company’s core business development.
Details of reasons for and benefits of change in use of Net
Proceeds are set out in the announcement of the Company dated
May 13, 2025. The aforesaid changes became effective upon the
consideration and approval at the extraordinary general meeting
held on May 30, 2025.
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Pursuant to the announcement of the Company dated September
8, 2025, the Company planned to change the use of the Net
Proceeds as follows: the Company planned to reallocate a total
of RMB8.2 million of the Net Proceeds for working capital and
other general corporate purposes (including but not limited to
payment of agency fees, rents and supplier payments), that is,
RMB2.1 million was originally allocated for sales channel building,
RMB3.2 million for brand building and product marketing, RMBO0.3
million for upgrading the information technology infrastructure
and strengthening the research and development capabilities,
and RMB2.6 million for investment in the Shanquan Fermentation
Project, were fully reallocated for working capital and other
general corporate purposes. The change in Use of Net Proceeds
is mainly due to that given pressure on offline operations resulting
from slow recovery of the consumer market, coupled with the
significant investment in and long payback period of projects such
as self-operated stores, and taking into account the progress of
investments already made in various projects, the Board resolved
to reallocate all remaining proceeds originally designated for sales
channels, brand building, IT R&D, and the Shanquan Fermentation
Project to working capital and other general corporate purposes.
Details of reasons for and benefits of change in use of Net
Proceeds are set out in the announcement of the Company dated
September 8, 2025. The aforesaid changes became effective
upon the consideration and approval at the extraordinary general
meeting held on September 26, 2025.

Save as disclosed above, as of the date of this Annual Report,
there was no material change in the use of Net Proceeds from the
Listing.

Set out below is the planned use of reallocated Net Proceeds after
successive changes, utilization and unutilisation during and after
the Reporting Period, and expected timeline for full utilization of
Net Proceeds as of December 31, 2025 after successive changes.
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PROCEEDS FROM THE ISSUANCE OF H
SHARES UNDER THE GENERAL MANDATE

On July 25, 2025, the Company entered into the subscription
agreements with four subscribers, namely Mr. Yeung Hin Ming
Bosco, DY CAPITAL PTE. LTD., ONE TREASURE LIMITED and FY
GROUP LTD (collectively, the “Subscribers”). Pursuant to each
of the subscription agreements, the Company has agreed to issue
its H shares to each of the Subscribers on a conditional basis (the
“Subscription of H shares”), and each of the Subscribers has
agreed to subscribe for the subscription H shares in accordance
with the terms and conditions set forth in their respective
subscription agreements at the subscription price of HKD2.46 per
subscription H share (the “Subscription”). On September 30, 2025,
the Subscription was completed and the Company has allotted
and issued 24,000,000 H shares in aggregate to the Subscribers
at the subscription price of HKD2.46 per subscription H share.
Calculated at a par value of RMB1 per H share, the total nominal
value for the Subscription of H shares amounts to RMB24,000,000.
The closing market price was HK$2.9500 per H share on the
date on which the terms of the issue were fixed (i.e. 25 July
2025). The net subscription price is approximately HK$2.4183
per H share, and the net proceeds from the Subscription are
approximately HKD58.04 million (approximately RMB52.81 million)
(the “Net Proceeds from the 2025 Placing”). For details, please
refer to the announcements of the Company dated July 25, 2025
and September 30, 2025. The table below sets out the specific
intended application and usage of the Net Proceed from the 2025
Placing:
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Expected
timeline to
use the
Intended remaining
use of the Remaining Amount Remaining Net Proceeds
Net Proceeds balance as at utilized for the balance as at from the
from the September Reporting December 2025 Placing
2025 Placing 30, 2025 Period 31,2025 Notet
oooo oooo oooo oooo
oooo oooo oooo oooo
(RMB million) (RMB million) (RMB million) (RMB million)
ooooooo Upstream procurement
gooooo and supply expenses
(including processing
fees) 15.0 15.0 0 15 2026
oooooo Repayment of the bank
loans 30.0 30.0 0 30 2026
ooooooauozo General corporate purposes
(Note 2) 7.81 7.81 0 7.81 2026

oo Total 52.81 52.81 0 52.81 2026

oo Note:

A2 0000000000000 OO0OoOQoooooon i As of December 31, 2025, there has been a delay in the use of the
bl Tl T el e E e Ve R 1 e e proceeds of the Company, primarily because the Company is currently
OHOOOOOOOOOOOooooo completing the procedures for transferring the proceeds from this H

share offering into the domestic market.

3 00000000000 0O0OoOoOoooooooon o Funds allocated to general corporate purposes primarily include raw

material payments, packaging payments, subcontracting fees, freight
costs, intermediary expenses (such as lawyer fees, accountant fees,
evaluation fees, insurance premiums, etc.) and other daily operational
expenses.
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FUTURE PLANS FOR MATERIAL
INVESTMENTS OR CAPITAL ASSETS

As of 31 December 2025, save as the section “Future Plans and
Use of Proceeds” disclosed in the prospectus of the Company
dated 14 December 2023, the Group has no other future plans for
any other material investments or capital assets.

EMPLOYEE AND REMUNERATION POLICY

As of 31 December 2025, the Group had a total of 541 employees
(2024 Financial Year: 730 employees). In the 2025 Financial
Year, the Group's staff cost amounted to RMB78.1 million (2024
Financial Year: approximately RMB98.3 million).

The Group’'s employee remuneration policy is determined by
taking into account factors such as the remuneration in the
local market, the overall remuneration level in the industry,
operating efficiency, position and employees’ performance. The
Group conducts performance appraisals once every year for its
employees, the results of which are taken into consideration in
the annual salary review and promotion assessment. The Group'’s
employees are considered for annual bonuses based on certain
performance criteria and appraisal results. Social insurance
contributions are made by the Group for its PRC employees in
accordance with the relevant PRC regulations.

The Group also provides continuous learning and training
programs to its employees to enhance their skills and knowledge,
so as to maintain their competitiveness and improve the quality of
customer service. At the same time, we have unions that protect
the rights of our employees, help us achieve our economic
goals and encourage employees to participate in management
decisions. For the year ended 31 December 2025, the Group did
not experience any major difficulties in recruitment, nor experience
any substantial loss in manpower or any material labor dispute.
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SIGNIFICANT EVENTS AFTER THE
REPORTING PERIOD

On 12 February 2026, the Company (as borrower) entered into a
working capital loan agreement with Agricultural Bank of China
Limited (Lancang Lahu Ethnic Autonomous County Branch) (as
lender, the “Lender”), pursuant to which the Lender has agreed
to provide the Company with a general working capital loan of
RMB45.80 million (the “Loan”). Details of the Loan are set out in
the Group’s announcement dated 12 February 2026.

Save as disclosed above, the Group did not have any material
subsequent event after the Reporting Period and up to the date of
this Annual Report.

PURCHASE, SALE OR REDEMPTION OF
LISTED SECURITIES OF THE COMPANY

Neither the Company nor any of its subsidiaries purchased,
sold or redeemed any of the listed securities (including sales
of treasury shares, if any) of the Company during the Reporting
Period. As at 31 December 2025, the Company did not have any
treasury shares.

FINAL DIVIDEND

In the 2025 Financial Year, the Group’s operating revenue and
net loss amounted to RMB218.7 million and RMB91.6 million,
respectively, representing a decline as compared to last year,
loss at net profit level decreased, while it is still in loss status
and considering the complex market environment and severe
operational challenges at present, the Board resolved not to
recommend the payment of final dividend for 2025, so as to
strengthen the Group’s ability to deal with risks and maintain
financial flexibility.
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AND SENIOR MANAGEMENT

EXECUTIVE DIRECTORS
MS. DU CHUNYI

Ms. Du Chunyi (0 O0O), whose former name was Ms. Du
Chunyu (0D O0O), aged 76, is our founder and has served as
our executive Director and Chairlady of the Board since our
inception in September 2002. She concurrently serves as the
chairlady of the Strategy Committee and the members of each of
the Remuneration and Appraisal Committee and the Nomination
Committee. Ms. Du is responsible for the overall strategic decision
of our Group. She served as the acting general manager of the
Company from January to May 2025 and also served as a director
at Pu’er Lancang Ancient Tea Renhe Co., Ltd. (0O OO OOOO
O0o0oo0ogd), a subsidiary of us, from April 2014 to December
2021.

Ms. Du has over 58 years of experience in the tea industry. Ms.
Du, together with other local tea masters, joined Jingmai Mountain
Tea Workshop (0D OO 0O0O) in 1966 as a key member, which was
the starting point of her tea-making business. She later worked
at Lancang County Tea Plant until January 1998 when she led
a group of former employees of Lancang County Tea Plant and
proposed the incorporation of our Company.

Ms. Du was awarded the National Bearer of Red Flag March
8 (0DUOUDOOUO) by the All-China Women’s Federation (O
ODO0O0O00O0nO) in March 2019, the Excellent Builder of the
Cause of the Socialism with Chinese Characteristics of Economy
@i YU Rrevinece (&) @ BN BF e} ) Be o) @ o @) @)@
0) in October 2019, the Outstanding Private Entrepreneur in
Yunnan Province (0 00OOOOOODOO) in July 2015 and the
Outstanding Entrepreneur of Small-and-medium-sized Enterprises
and Non-public Sector of Economy in Yunnan Province (O OO
00000000000 00O000) in October 2006 by People’s
Government of Yunnan Province (0 OO 00O O0O) as well as the
Model of Social Poverty Alleviation (0 0 0O 0 O 0 ) in October 2019
by the Leading Group of Poverty Alleviation and Development
of Yunnan Province (0O OOOOOOOOO).
recognised as the Master of Pu'er Tea Heritage Craft (00 00O
0O 000) jointly by Department of Agriculture and Rural Affairs of
Yunnan Province (DO OO0OOO0O) and Department of Human
Resources and Social Security of Yunnan Province (00O 00O
O0O0oO0ooOooOgd) in August 2018 and the Global Pu'er Tea Top
Ten Outstanding Persons (00O O0OO0OOOOO0O) by the 8th
Chinese Pu’er Tea Festival and the 2nd Global Pu'er Tea Carnival
Organization Committee (0000 ODOOO0OOOOOOOOOOOO
gooooo)in April 2007.

Ms. Du was also
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Ms. Du currently serves as a committee member of the Chinese
People’s Political Consultative Conference of Pu'er City (O OO
00000000o00oon0) and the Chinese People’s Political
Consultative Conference of Lancang Lahu Ethnic Autonomous
County (000000 DODOODOOOODOODOOD). She was
also appointed as a consultant by the government of Pu’er City in
May 2019 to advise on tea industry development.

Ms. Du was recognised as a senior engineer by Yunnan Senior
Technician Association (00000000 0OO0O) in December
2022.

Ms. Du is the mother of Ms. Shi Yijing, our executive Director.

MR. ZHOU XINZHONG

Mr. Zhou Xinzhong (O O O), aged 51, has extensive experience
in the consumer goods and investment industries. During the
period from June 2024 to May 2025, Mr. Zhou was appointed
as a non-executive Director. He has been re-designated as an
executive Director on May 13, 2025 and was appointed as the
general manager of the Company on the same day. He also
concurrently serves as a member of the Strategy Committee. He
was also appointed as the acting board secretary of the Company
from September 2025 to November 2025. He has served as
the director of Guilin Layn Natural Ingredients Corp. (DO 00O
00000000 00), a manufacturer and operator of natural
health products whose shares are listed on the Shenzhen Stock
Exchange (stock code: 002166) since 23 December 2024. From
April 2021 to February 2024, Mr. Zhou served as the director at
Shanghai New Vision Microelectronics Co., Ltd. (DO O OO0OO
OOO00O0oOgd), a solutions provider of display chip system whose
shares are listed on the Shanghai Stock Exchange STAR Market
(stock code: 688593). Mr. Zhou has served as the executive
partner at Wenzhou Yuanquan Venture Investment Partnership
(Limited Partnership) (00000000 O0OODOOMDOOO))
(“Wenzhou Yuanquan”), a partnership principally engaged
in private equity investment fund management and formerly
known as “Pingyang Yuanquan Investment Partnership (Limited
Partnership) (00000000 O0O(OOOO))” since October
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AND SENIOR MANAGEMENT

2017; the legal representative and executive director of Shanghai
Junquanxin Investment Co., Ltd. (DO0OO0OO0OO0OOO0OO), a
company principally engaged in private equity investment fund
management since January 2017; and the legal representative
and executive director of Shanghai Dirui Fashion Co., Ltd. (O
00000000000d), a manufacturer of textile, clothing and
apparel, and a subsidiary of Baoxiniao Holding Co., Ltd. (OO
OO0O0000000) whose shares are listed on the Shenzhen
Stock Exchange (stock code: 002154, hereinafter referred to as
“Baoxiniao”) since January 2011. From May 2003 to May 2005,
Mr. Zhou served as the board secretary of Baoxiniao. From May
2005, Mr. Zhou served as the director of Baoxiniao until April 2017
and the chairman of Baoxiniao until August 2013.

Mr. Zhou obtained a bachelor's degree in securities management
in June 1997 from Zhongnan University of Economics and Law,
where he further obtained a master’s degree in economics in June
2002.

MS. SHI YIJING

Ms. Shi Yijing (0 O O ), whose former name was Ms. Shi Jinwei
(0D00O), aged 43, joined our Group in August 2012 and was
appointed as our executive Director in February 2018. She was
appointed as a deputy general manager of the Group in 17 July
2024. She is primarily responsible for the overall management of
the infrastructure project of our Group and providing assistance to
our Chairlady. She has also served as a director of Pu’er Lancang
Ancient Tea Renhe Co., Ltd. (00O O0OO0OOODOOOOODO) since
April 2014. She ceased to be a supervisor of Pu'er Tea Small
Town Investment Co., Ltd. (00O O0O0OO0OO0ODO) on June 23,
2025.

Prior to joining us, she served as a police officer at the Public
Security Bureau of Lancang Lahu Autonomous County (0 O 0O 0O O
0DO00000) from February 2007 to July 2012. Ms. Shi also has
served as a supervisor at Pu’er Tea Small Town Investment Co.,
Ltd. since July 2017.
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Ms. Shi graduated from Yunnan Minzu University (0O O0OO0O)
with a bachelor’'s degree in ethnology in July 2005. Ms. Shi has
served as a part-time vice president of the Federation of Industry
and Commerce of Lancang Lahu Autonomous County (00O 00O
O0000000000) and a vice president of Pu’er City General
Chamber of Commerce (O 00 0O 0O O) since March 2022 and May
2022, respectively.

Ms. Shi is the daughter of Ms. Du.

MR. FU GANG

Mr. Fu Gang (O O0), aged 51, joined us as the director of the
production center and was appointed as an executive Director in
February 2018. He was appointed as a deputy general manager
of the Group in 17 July 2024. He is primarily responsible for the
overall production management of our Group.

Mr. Fu has over 28 years of experience in agricultural production
and management. Prior to joining us, from September 2017 to
February 2018, Mr. Fu served as a specialist at the Technology
Training Center, Bureau of Agriculture, Science and Technology
of Lancang Lahu Autonomous County (000000000000
OO00O0O0ooogno). From February 1996 to September 2017,
he served as the deputy director at Fish Farm of Lancang Lahu
Autonomous County (000 O0O0D0OO0OO0O), a fish farm where
he was responsible for the overall management and operation of
the farm.

Mr. Fu was recognised as an associate engineer by Yunnan
Senior Technician Association (0 O0OOOO0OO0OOODO) in
November 2021.
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AND SENIOR MANAGEMENT

MR. ZHANG MUHENG

Mr. Zhang Muheng (0O O 0O), aged 50, joined our Group in
September 2007 and was appointed as our executive Director
and a deputy general manager in February 2018. Prior to our
joint stock reform, from September 2007 to February 2018, he
successively served as deputy general manager of the marketing
center and a deputy general manager of our Company. He also
served as the legal representative an executive director and the
general manager of Guangzhou Kangrui Lancang Ancient Tea
Co., Ltd. (UODOOOOODOOOOO), which is our subsidiary. He
was primarily responsible for the overall financial and distribution
management of our Group during his term of office, and is also
responsible for external matters of Guangzhou Kangrui Lancang
Ancient Tea Co., Ltd. On October 24, 2025, Mr. Zhang resigned
from the positions as an executive director and deputy general
manager of the Company. Currently, Mr. Zhang continues to
serve as the legal representative, executive director and general
manager of Guangzhou Kangrui Lancang Ancient Tea Co., Ltd.

Prior to joining us, in November 2005, Mr. Zhang co-founded
Guangzhou Tiansu Information Technology Co., Ltd. with Ms.
Wang and has served as an executive director since then. Mr.
Zhang also has served as a director at Pu’'er Tea Small Town
Investment Co., Ltd. (00O DOOOOOOOOO), a company
focusing on investments in tea culture and tourism industry since
December 2017.

Mr. Zhang has served as a member of the Guangzhou Liwan
District Committee of the Chinese People’s Political Consultative
Conference (DOODODODOOOOOOOOOOOOOO) since
November 2021 and the vice president of the Guangzhou Liwan
District Federation of Industry and Commerce (00O 0OOODO
O00000) since September 2021. He also currently serves as
a member of the standing committee of the Executive Council
Guangzhou Federation of Industry and Commerce (00O OO0
EHENELEHEHEHEEER):
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Mr. Zhang graduated from the undergraduate program in the field
of electrical technology at Guangdong University of Technology
(DO0O0D0OO) in July 1998. Mr. Zhang was recognized as a
senior engineer by China Computer Software Professional and
Technical Qualification and Level Examination Center (0 0O 0O O
O0000000D0000D0000) and certified professional
database administrator and system engineer by Microsoft.

NON-EXECUTIVE DIRECTORS
MR. LIU JIAJIE

Mr. Liu Jiajie (O 0O O), aged 39, joined us as a deputy general
manager and was appointed as an executive Director in March
2021. He is primarily responsible for the investment and capital
market activities of our Group. From March 2021 to September
2025, he also served as the executive director and general
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AND SENIOR MANAGEMENT

Mr. Liu has extensive experience in capital markets and securities
transactions. Prior to joining us, from March 2017 to March 2021,
he served as an executive president at the investment bank
department of Huachuang Securities Co., Ltd. (00D O0O0OO0O0O
0 0), a financial services provider and a subsidiary of Huachuang
Yunxin Digital Technology Co., Ltd. (DO OO0OOOOOOO0O0O
O O) whose shares are listed on the Shanghai Stock Exchange
(stock code: 600155). From June 2016 to March 2017, he served
as an associate at the investment bank department of Morgan
Stanley Securities (China) Co., Ltd. (00D O0O0O(OO)IDOO
0) (formerly named as Morgan Stanley Huaxin Securities Co.,
Ltd. (0000000000 000)), a PRC subsidiary of Morgan
Stanley, an international investment bank and financial services
provider whose shares are listed on the New York Stock Exchange
(ticker: MS). From April 2012 to April 2016, Mr. Liu served as a
senior vice president at the investment bank department of Guoxin
Securities Co., Ltd. (D0 0DOO0OO0O0OO0O0O) (formerly named as
Huarong Securities Co., Ltd. (000000 0O0O0O)), a financial
services provider. Prior to that, from July 2011 to April 2012, Mr.
Liu served as an associate at the investment bank department of
Huatai United Securities Co., Ltd. (DO OO0OO0OCODOOO), a
financial services provider and a subsidiary of Huatai Securities
Co., Ltd. (£FILHRMHARO O) whose shares are concurrently
listed on the Stock Exchange (stock code: 6886) and the Shanghai
Stock Exchange (stock code: 601688).

Mr. Liu obtained dual bachelor’'s degrees in trade economics
and accounting in July 2009 from Xi'an Jiaotong University (O
O00000), where he further obtained a master’'s degree in
applied economics in June 2011. Mr. Liu was also accredited as a
sponsor representative by the Securities Association of China (O
OD0O0O00O0)in March 2016.

MS. WANG JUAN

Ms. Wang Juan (O 0O), aged 51, joined our Group in September
2007 and served as an executive Director and the general
manager, and the members of each of the Remuneration and
Appraisal Committee and the Strategy Committee from February
2018 to January 2025, and then served as a non-executive
Director from January 2025 to May 2025 and ceased to be the
general manager. She resigned as a non-executive Director of the
Company in May 2025 and ceased to hold any positions in the
Group.
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During her term of office as an executive Director and the general
manager, she was responsible for the overall management and
business operation of our Group. Prior to our joint-stock reform,
from September 2007 to February 2018, she successively served
as the general manager of the marketing center and the general
manager of our Company. She also served as a director and the
general manager at Pu’er Lancang Ancient Tea Renhe Co., Ltd.
(DOooDooooooooooo) from April 2014 to December
2021, which is our subsidiary.

Ms. Wang has over 19 years of experience in the tea industry.
Ms. Wang founded Guangzhou Chunming Tea Co., Ltd. (0O OO
00000D00), a company principally engaged in tea product
retails in January 2005 and served as an executive director until
March 2018. Prior to that, Ms. Wang successively worked as an
officer at Guangzhou Light Industry Group Co., Ltd. (D0 OO0 O0O
ooooo),
conservation and environmental protection, healthy foods, green
daily chemicals and trade of stationery and sporting goods, and
an operation director at Guangdong Shenzhou Online Telecom
Co., Ltd. (DOOODOOOODOOOO), a telecommunication
service provider, from July 1996 to June 2005. Together with Mr.
Zhang Muheng, Ms. Wang founded Guangzhou Tiansu Information
Technology Co., Ltd. (D0DOOODOOOOOOO) in November
2005 and has served as its supervisor since April 2006.

a company whose businesses mainly cover energy

Ms. Wang was elected as a deputy to the Guangzhou Liwan
District People’'s Congress (0 OOOOOOOOOOO) in
September 2021. In addition, Ms. Wang was appointed as a
member of the Expert Consultation Committee for the Development
of Pu’er Tea Industry (000000000 OOOOOO) in January
2023 and an external master's tutor by College of Horticulture,
South China Agricultural University (00000000000 ) in June
2021. She has also served as the executive vice president of the
Guangdong Tea Culture Promotion Association (0O OOOOOO
0 ) since December 2013.

Ms. Wang graduated from Sun Yat-sen University (0 O O 0O ) with
a bachelor’s degree in philosophy in June 1996.
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AND SENIOR MANAGEMENT

INDEPENDENT NON-EXECUTIVE
DIRECTORS

DR. YANG KEQUAN

Dr. Yang Kequan, aged 60, has extensive experience in business
administration and financial management. He was appointed
as an independent non-executive Director in June 2024, and is
primarily responsible for providing independent advice to our
Board on the operations and management of our Group. He
concurrently serves as the chairman of the Audit Committee, the
members of each of the Remuneration and Appraisal Committee
and the Nomination Committee. From December 2005 to
December 2008 and since June 2015, Dr. Yang served and has
served as an associate professor at Shanghai Lixin University of
Accounting and Finance (00 O0OOOOOOO) (an institution
formerly known as Shanghai Lixin University of Commerce (O
O0000000)). He has served as the independent director at
Springsnow Food Group Co., Ltd. (D 0OO0OOOOOOOOO),
a chicken food products manufacturer whose shares are listed
on the Shanghai Stock Exchange (stock code: 605567) since
May 2020; the independent director at Shanghai Hydee Software
Corp.,, Ltd. (DO ODOODOOOOOOO), a solutions provider for
pharmaceutical distribution industry whose shares are listed on
the National Equities Exchange and Quotations (00 OO OO0O0O
0000) (stock code: 831317) since June 2020; the independent
director at Eurocrane (China) Co., Ltd. (0O0OOD0OOODOODO
0), a manufacturer and service provider of cranes and material
handling products whose shares are listed on the Shanghai Stock
Exchange (stock code: 603966) from August 2018 to May 2024;
the independent director at Dajia Property & Casualty Insurance
Co., Ltd. (ODOOODOOODOODOO), a company principally
engaged in the provision of insurance services since June 2023;
and the independent non-executive director of LC Logistics, Inc.
(DD0O0DDOOD0DOO0O0O), the shares of which are listed on the Main
Board of the Hong Kong Stock Exchange with stock code 2490,
since June 2025.
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Dr. Yang graduated from Graduate School of Chinese Academy
of Social Sciences (DO0DOOOOODOODOO) with a Doctor of
Philosophy degree in management in July 2004, Capital University
of Economics and Business (0O OOOOOO) (included the
institution formerly known as Beijing Institute of Economics (O
00 000)) with a master’'s degree in economics in July 1994,
and Hebei University of Economics and Business (00000
0) (formerly known as Hebei Finance College (DO OO0OO)
with a bachelor’s degree in economics in July 1991. Dr. Yang
was accredited as a Certified Public Accountant by the Treasury
Certified Public Accountant Examination Board (00O OO
O00O0o0ooo) in May 1998. He also obtained a Lawyer's
Qualification Certificate (00O OO O) issued by the Lawyer
Qualification Examination Committee of the Ministry of Justice of
the People’s Republic of China (00000000000 OOOO
0O000d) in May 1999, a AMAC Fund Practitioner Qualification
(AMAC ODOOOO0O0O) in November 2016, a Qualification
Certificate of Independent Director (0000 O0ODOO) issued by
the Shanghai Stock Exchange in September 2007, and a SAC
Securities Industry Qualification (SAC O OO OO0 O) in October
2016. Dr. Yang was awarded the “Yucai Award (O O 0O)" by the
Shanghai Municipal Education Commission (0O OOOOO0O)
and the Shanghai Education Development Foundation (0 00O 0O O
O00O000)in September 2007.

DR. XIE XIAOYAO

Dr. Xie Xiaoyao (0 O 0O), aged 59, was appointed as our
independent non-executive Director in March 2020. He
concurrently serves as the chairman of the each of the
Remuneration and Appraisal Committee and the Nomination
Committee, and the member of the Audit Committee. He was
primarily responsible for providing independent advice to our
Board on the operations and management of our Group during
his term of office. On September 1, 2025, the resignation of Dr.
Xie took effect and thereafter he ceased to hold the position as an
independent non-executive Director of the Company and the roles
of the Board committees.

Dr. Xie has over 32 years of experience in legal research and
teaching. He successively served as a teaching assistant,
lecturer, associate professor and professor at Sun Yat-sen
University, School of Law (0O OO OO O) since September
1991 and currently serves as a professor at Civil and Commercial
Law Research Institute (D0 OO0 O0O) of Sun Yat-sen University,
School of Law.
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Dr. Xie served and currently serves as an independent director in
several listed companies. He served as the independent director
at Shenzhen Easttop Supply Chain Management Co., Ltd. (0 OO
0D000000000000), anintegrated supply chain solutions
provider whose shares on listed on the Shenzhen Stock Exchange
(stock code: 002889) from September 2021 to November 18,
2024; an independent director at Guangzhou Hengyun Enterprises
Holdings Ltd. (00O OD0OO0OOOOOO0OO), an electric power
and heating company whose shares are listed on the Shenzhen
Stock Exchange (stock code: 000531) from August 2019 to May
30, 2024. From May 2017 to June 2023, Dr. Xie served as an
independent director at Improve Medical Instruments Co., Ltd. (O
0000O0O0oooog), aclinical laboratory and clinical nursing
services provider whose shares are listed on the Shenzhen Stock
Exchange (stock code: 300030). From April 2015 to May 2021,
Dr. Xie served as an independent director at Guangzhou Jointas
Chemical Co., Ltd. (00 0OO0OO0OOODOOOO), a sealant and
coating production company whose shares are listed on the
Shenzhen Stock Exchange (stock code: 002909). From December
2013 to December 2019, he also served as an independent
director at Guangzhou Baiyun Electric Equipment Co., Ltd. (OO
J000O0oOgoooogo), an electrical equipment manufacturing
company whose shares are listed on the Shanghai Stock
Exchange (stock code: 603861).

Dr. Xie graduated from Sun Yat-sen University with a bachelor’s
degree in law in July 1988, a master’s degree in law in July 1991
and a doctorate degree in corporate management in December
2005. Dr. Xie obtained a Lawyer’'s Qualification Certificate (O O
[ [ R TR ]
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Ms. Huang has a strong academic background in economics
and macroeconomic research capability, as well as extensive
experience in the operation of financial and securities industry
and corporate management. She currently serves as an off-
campus master's student supervisor for the Department of
Finance at the School of Economics of Peking University and a
part-time on-campus master’'s student supervisor of the School of
Economics of Minzu University of China. Ms. Huang has been an
independent non-executive director of China Youran Dairy Group
LimteddOOOODOOODOOODOOO (whose shares are listed on
the Main Board of the Hong Kong Stock Exchange, stock code:
09858) since June 2025 and an independent director of Southwest
Securities Co., Ltd. (D0 OO0OOOOOOO) (whose shares are
listed on the Main Board of the Shanghai Stock Exchange, stock
code: 600369) since December 2023. Ms. Huang has served as
an external supervisor of China Coal Insurance Co., Ltd. (OO
D0000O0oOoOoog) from January 2023 to September 2025;
served as an external non-independent director of Shanghai New
Vision Microelectronics Co., Ltd. (00000000 DOO0O) (whose
shares are listed on the Science and Technology Innovation
Board of the Shanghai Stock Exchange, stock code: 688593)
from March 2024 to December 2024. Ms. Huang has served as
an external supervisor of China Coal Insurance Co., Ltd. (0 OO
00000000 0) since March 2022, the deputy director of the
Economic Committee of the Beijing Municipal Committee of China
National Democratic Construction Association (DO OOOOO
OD0000000O0) since February 2022, and an independent
director of Zhongrong International Trust Co., Ltd. (D0 OO0O0O
O0o0oo0) since June 2021. From February 2021 to February
2024, Ms. Huang served as an independent director of Shenzhen
Sunshine Laser & Electronics Technology Co., Ltd. (DO OOOO
O0O0000000), the shares of which are listed on the GEM
of the Shenzhen Stock Exchange with stock code 300227. From
June 2006 to November 2020, Ms. Huang held various positions
at Soochow Securities (0O O0O0O0O0O), including the deputy
director, director and chief macro strategist of the institute, senior
economist of the company and senior supervisor of the institute.
From April 2003 to June 2006, she was the assistant general
manager of the Beijing business department and the deputy
general manager of the Beijing operation department of Soochow
Securities Co., Ltd. (OOOOOOOO0OO) From March 2001 to
April 2003, she was the head of the research and development
department in Beijing representative office of Changjiang
Securities Company Limited (0O OO0 OO0OOOO).
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Ms. Huang obtained a bachelor’s degree and a master’'s degree
in economics from Peking University in July 1987 and July 1993,
respectively, and a doctorate degree in economics from Renmin
University of China in July 2009. Ms. Huang possesses the
professional qualification of senior economist.

MR. TANG ZHANGLIANG

Mr. Tang Zhangliang (O 0 O), aged 46, was appointed as our
independent non-executive Director in March 2022, he also is
a member of Audit Committee and is primarily responsible for
providing independent advice to our Board on the operations and
management of our Group.

Mr. Tang has extensive experience in financial management
and investment affairs. Mr. Tang has served as the chief
financial officer of Fashion Tech (Hong Kong) Limited, which is
primarily engaged in the fast fashion business, since June 2023.
Prior to that, from October 2020 to November 2022, Mr. Tang
served as the chief financial officer of Itui International Inc., a
company focusing on developing mobile applications for social
networking services. From July 2018 to June 2020, Mr. Tang
served as the chief financial officer at Cloudminds (Hong Kong)
Limited, a company primarily engaged in robot development and
manufacturing. Mr. Tang served at Paradigm Advisors Holdings
(Hong Kong) Limited, an investment bank from November 2016 to
July 2018, with his last position being a managing director. From
April 2015 to November 2016, Mr. Tang served as a director at the
investment banking department of China Renaissance Securities
(Hong Kong) Limited, a subsidiary of China Renaissance Holdings
Limited whose shares are listed on the Stock Exchange (stock
code: 1911). From April 2011 to April 2015, he served at J.P.
Morgan Securities (Asia Pacific) Limited, a financial services
provider and a subsidiary of JP Morgan Chase whose shares
are listed on the New York Stock Exchange (ticker: JPM), with
his last position being an executive director at global investment
banking department. From August 2006 to March 2011, Mr. Tang
successively served at several investment banks, including as an
analyst at ING Bank N.V., an associate at HSBC Markets (Asia)
Limited and an associate at Deutsche Bank Aktiengesellschaft,
respectively.

Mr. Tang graduated from Fudan University (00O O0) with a
bachelor’'s degree in international finance in July 2002.
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MS. CAO WEI

Ms. Cao Wei (0 0), aged 55, served as our independent
non-executive Director from March 2020 to May 2025. She
concurrently serves as the chairlady of the Audit Committee, the
members of each of the Remuneration and Appraisal Committee,
the Nomination Committee, and the Strategy Committee. During
her term of office, she was primarily responsible for providing
independent advice to our Board on the operations and
management of our Group. On May 13, 2025, the resignation of
Ms. Cao took effect and thereafter she ceased to hold the position
as an independent non-executive Director of the Company and
the roles of the Board committees.

Ms. Cao has extensive experience in accounting and financial
management. Since August 2018, she has served as a partner
of Lixin Zhonglian Certified Public Accountants’ Firm (Special
General Partnership) (00000000000 OOOOO)),
an accounting firm where she is primarily responsible for the
overall management of the Shenzhen Branch’s second auditing
department. Prior to that, from May 2014 to August 2018, Ms.
Cao served as a program manager at the Shenzhen branch
of Asia Pacific (Group) Certified Public Accountants (Special
General Partnership) (0O(0O0)DOOO0OOO@OOOOO)),
an accounting firm where she was primarily responsible for the
execution of audit projects. Prior to that, from January 2006 to
May 2014, Ms. Cao served as a project manager at Shenzhen
Yinhua Accounting Firm (General Partnership) (0O OO0OO0O0O
OO0Oo@Ooog)) (now known as Shenzhen Landi Accounting
Firm (General Partnership) (000D O0O0OO0OODOO(MODOO)), an
accounting firm where she was responsible for the execution of
audit and consulting projects.

Ms. Cao has also served as an independent director at Maxvision
Technology Corp. (0 OOOO0OODOOOO) since June 2022, an
artificial intelligence products provider whose shares are listed
on the Shenzhen Stock Exchange (stock code: 002990), and an
independent director at Guangdong Pisen Electronics Co. Ltd (O
0o0oo0oooooog) from November 2020 to August 2024,
an electronic device manufacturing company whose shares were
formerly quoted on National Equities Exchange and Quotations (O
0000000000 O0) (stock code: 834028).
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AND SENIOR MANAGEMENT

Ms. Cao graduated from Huazhong University of Science and
Technology (O O O 0O O O) with a bachelor’s degree in accounting
through long-distance learning in June 2005. She was accredited
as a Certified Public Accountant by the Shenzhen Institute of
Certified Public Accountants (00 OO0 O0O00O0O0O) in November
2012 and a Certified Tax Agent jointly by the Ministry of Human
Resources and Social Security of the PRC (00D O0OOOOOO
OO0000000) and the State Taxation Administration of the
PRC(UOOOCODOOCODOO) in June 2008. Ms. Cao also
obtained a Qualification Certificate of Independent Director (O
000000D00) issued by the Shanghai Stock Exchange in July
2020.

SUPERVISORS
MS. HUANG YINGZHI

Ms. Huang Yingzhi (0 0 0O), whose former name was Ms.
Huang Yunzhi (O O 0), aged 44, joined our Group as a deputy
general manager of comprehensive management center in March
2006. Ms. Huang was appointed as a Supervisor in January
2018 and the chairlady of our Supervisory Committee and the
deputy director of the comprehensive management center in
February 2018. Ms. Huang is primarily responsible for the overall
management of our Supervisory Committee and the supervision
of the financial management of our Group and the performance of
our Directors and senior management.

Prior to joining us, from July 2003 to February 2006, Ms. Huang
served as a cashier at Lancang Yongfeng Wood Co., Ltd. (0 OO
000000000), awood processing company where she was
responsible for cash handling. From December 2001 to May 2003,
she served as a worker at Zhongshan Tongsheng Lighting Co.,
Ltd. (D00 O00OO00O0OO000), a lamp manufacturing company
where she was responsible for lamp manufacturing.

Ms. Huang graduated from Yunnan Simao Finance College (O O O
O000000) with a diploma in industrial enterprise management
in July 2001. Ms. Huang was recognised as a tea craft specialist
by Pu’er Vocational Skills Appraisal Center (000000000
0 0) in December 2007 and an associate engineer by Yunnan
Senior Technician Association in November 2020.
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MS. ZHU MEIXUAN

Ms. Zhu Meixuan ([0 0 O ), whose former name was Ms. Zhu
Meixian (O O 0O), aged 51, joined our Group in September 2002
and was appointed as a Supervisor and the deputy director
of research and development center in February 2018. Ms.
Zhu is primarily responsible for the supervision of the financial
management of our Group and the performance of our Directors
and senior management.

Ms. Zhu has more than 34 years of experience in the tea industry.
From August 1989 to August 1998, she served as a technician
at Lancang County Tea Plant, where she was responsible for tea
processing.

Ms. Zhu was awarded the Model Worker of Yunnan Province (O
000000) by People’s Government of Yunnan Province (0 O
goooo)in April 2021, the Chief Technician of Ten Thousand
Talents Program of Yunnan Province (0000000000
0) by Yunnan Provincial Talent Work Leading Group Office (O
0O000000000000) in March 2019 and the May 1st
Labor Medal of Yunnan Province (00O OO O0O0O0O) by Yunnan
Provincial Federation of Trade Unions (0O OO0OO) in April
2018.

Ms. Zhu graduated from Lancang Lahu Autonomous County
Vocational High School (00 O0OO0OOOOOO0OOODONO) with
a diploma in secretary through long distance learning in July
2015. Ms. Zhu obtained a Qualification Certificate of Tea
Factory Inspection (0OOD0OOOOODOO) issued by Simao
Comprehensive Technical Appraisal Center (0 OOOOO0O
0000) in May 2006 and the Qualification Certificate of Tea
Appraiser (0 0O0O) issued by the Vocational Skills Appraisal
Guidance Center, Ministry of Agriculture (00O 0OOOOO0OO
000) in February 2007. She also obtained the Certificate of
GB-T19001-2008 Quality Management System Internal Inspector
Conversion Training Courses (GB-T19001-2008 0 OO0 OO0
J0o0D0DO0O0O0O0DOO0OO00) issued jointly by Yunnan Appraisal
Center of China Quality Certification Center (0O OO 0O0O0O
O000000) and China Certification & Inspection (Group)
Yunnan Co., Ltd. (D O0O0OD0OOOOOOOODOO) in August 2009.
In addition, she obtained the Qualification Certificate of Senior
Engineer of Yunnan Province (00O OOOO0O) issued by the
Industrial and Information Technology Senior Engineer Review
Committee of Yunnan Province (000 0OO0OOODOOOOODOO
00000)in September 2023.
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AND SENIOR MANAGEMENT

MR. LUO ZHONGHONG

Mr. Luo Zhonghong (O 0O O), aged 57, joined our Group as
the deputy director of the production center in September
2002 and was appointed as a Supervisor in February 2018. Mr.
Luo is primarily responsible for the supervision of the financial
management of our Group and the performance of our Directors
and senior management. Mr. Luo also currently serves as a
supervisor at Pu'er Lancang Ancient Tea Renhe Co., Ltd. (0 OO
OO0000000000), which is our subsidiary.

Mr. Luo has more than 36 years of experience in the tea industry.
Prior to joining us, he worked at the production department of
Lancang County Tea Plant from January 1987 to May 1998.

Mr. Luo passed the training program for quality and safety
directors of food manufacturing enterprises organised by Yunnan
Product Quality Supervision and Inspection Institute (DO OO OO
000oooog)in April 2017.

SENIOR MANAGEMENT

Other than the Directors who are also senior management, the
senior management of the Company is as follows:

MR. YUAN HAN

Mr. Yuan Han (O O), aged 39, is the head of the product
department and was appointed as a deputy general manager
of the Group in July 2024. He resigned and ceased to hold any
position in the Company on June 30, 2025. Mr. Yuan has over
15 years of experience in tea product development and supply
chain. He has participated and assisted in the management
and development of the Group’s products and assisted in the
setting up the relevant supply chain system. From 2008 to 2011,
he assisted in the promotion of the Company’s brand, and his
job responsibilities involve the maintenance of the Company’s
official website, event planning and editing of publications. Since
2011, he has become the head of the product department, and
assisted in the management of the product development and
supply. From 2011 to 2014, he was also the regional marketing
director, and assisted in marketing and marketing management in
various regions. Mr. Yuan graduated from South China Agricultural
University (D00 0O0OOO) in July 2008 with a bachelor's degree
in tea science. He holds professional qualifications such as PMP
Project Management Certification (PMP O OO 00O O) and Senior
Tea Appraiser/Artisan Certificate (DO O OO O OO0O0O).
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DIRECTORS, SUPERVISORS

MR. WU ZHONGHUA

Mr. Wu Zhonghua (O 0O 0 ), aged 37, was appointed as a deputy
general manager of the Group in 2024, and is currently the
head of the research and development department. He was also
appointed as the general manager of the product development
center of the Company concurrently on July 15, 2025. Mr. Wu
has over 12 years of experience in product development. Prior to
joining the Company, from June 2015 to August 2016, he worked
as a research and development officer in Guangzhou Chunming
Tea Company Limited (DOOO0OOO00O0O0OO) and participated
and assisted in the management of product development. During
the period from June 2012 to May 2015, he worked in Yunnan
Pu’er Tea (Group) Co., Ltd. (0O O0OOO(UO)OOODO) as a
researcher, head of the research and development department
and deputy manager of the research and development
department, and was responsible for product development. In
December 2016, he joined Guangzhou Kangrui Lancang Ancient
Tea Co., Ltd. (0OODOOOOOODOODO) as a technician and
was appointed as the director of the research and development
department of the Company in March 2024. He participated and
assisted in the management of the Group’s product development,
research and supply matters. Mr. Wu graduated from Yunnan
Agricultural University (D00 OO0 O) in June 2012 and obtained
a bachelor’s degree in agriculture majoring in tea science. Mr. Wu
was awarded the outstanding innovative talent award (0O 00O
000) by Wu Mengzhao Tea Industry Talent Award Fund (O O
000000000) and presented by the Guangdong Province
Tea Culture Promotion Association (000 OO0OOO0O) and
Guangzhou Tea Culture Promotion Association (0 O OO O0OO0O0O)
in November 2021, and the May 1st Labor Medal of Guangdong
Province (00 O0O0O0O0O00O00O) by Guangdong Provincial
Federation of Trade Unions (DO OO0 O) in April 2022. Mr. Wu
also serves as a representative member of the 14th People’s
Congress of Guangdong Province (00O 0OO0OOO0OOOOOOO)
and a member of the Rural and Agricultural Committee of the 14th
People’s Congress of Guangdong Province (0000000000
[ 1 A ] A T )
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AND SENIOR MANAGEMENT

MR. ZENG QINGYI

Mr. Zeng Qingyi (O O O), aged 38, was appointed as a deputy
general manager and the chief financial officer of the Group in
2024, and is currently the chief financial officer of Guangzhou
Kangrui Lancang Ancient Tea Co., Ltd. (0O D0OOODOOOO
000). Mr. Zeng has over 12 years of experience in finance
and accounting. Prior to joining the Company, from September
2012 to July 2018, he worked as an auditor in the Shenzhen
branch of Shinewing Certified Public Accountants (Special
General Partnership) (COO0OOOOOOO@C@OOCOO)OO
gd0O). Mr. Zeng joined the Group as a manager of the internal
audit department from September 2018 to June 2022, and was
appointed as the chief financial officer of Guangzhou Kangrui
Lancang Ancient Tea Co., Ltd. (DO OO0OOODOOOOOO)
since June 2022, where he is responsible for the financial and
accounting matters. Mr. Zeng graduated from Southwestern
University of Finance and Economics (0O OO00O0O) with a
bachelor’'s degree in business administration in July 2012 and
was certified as a Certified Public Accountant by the Guangdong
Institute of Certified Public Accountants in April 2019.

MS. YANG LIHUA

Ms. Yang Lihua (O O O), whose former name was Ms. Yang
Lihua (D 0 0O), aged 46, joined our Group as the director of
financial department in October 2017 and was appointed as the
chief financial officer of our Company from 2018 to 2024. She was
appointed as a deputy general manager of the Group in 17 July
2024. She is responsible for the overall financial and accounting
affairs of our Group. Ms. Yang has also served as the general
manager of Pu’er Lancang Ancient Tea Renhe Co., Ltd. since
December 2021.
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Ms. Yang has more than 25 years of experience in finance and
accounting. Prior to joining us, from July 2011 to August 2017, she
served as the accounting director at Lancang Huitong Financial
Consulting Services Co., Ltd. (000000 OOOOOOOO),
a financial and accounting services provider where she was
responsible for auditing for agency bookkeeping business. From
May 2006 to June 2011, she served as an auditing assistant at the
Lancang office of Yunnan Pu’er Silian Accounting Firm Co., Ltd.
(0000000 0DO0O0O0OODoDOoOooOgog), an accounting firm
where she was responsible for capital verification and auditing.
Prior to that, from March 2004 to April 2006, she served as a
financial manager at Lancang Grain Purchase and Sale Co., Ltd.
(D0O0O0DOOoOooOoooog), a company primarily engaged
in purchases and sales of grain where she was responsible
for financial management of the company. From August 1998
to March 2002 and from April 2002 to February 2004, she also
worked as an accountant at the Huimin Branch of Lancang County
Grain Purchase and Sales Co., Ltd. (000 0OO0OO0OD0OOOOCOOO
0 0000) and Menglian Branch of Lancang Wanxiang Building
Materials Co., Ltd. (00 OO0OOOO0OOOCOOOOOOOOO), a
company primarily engaged in sales of cement, respectively,
where she was responsible for accounting matters.

Ms. Yang graduated from Yunnan University of Finance and
Economics (DO O O0OO) (formerly known as Yunnan College
of Finance and Economics (0O 0O O0OO)) with a diploma in
accounting through long distance learning in July 2003. She
further graduated from Tianjin University of Commerce (OO 0O O
0 0) (formerly known as Tianjin College of Commerce (0 00O
0)) with an undergraduate diploma in accounting through long
distance learning in January 2007. Ms. Yang was also accredited
as an accountant (intermediate level) and an accountant (senior
level) by the Ministry of Finance and the Department of Finance,
Yunnan Province (0O O0OO0O) in May 2005 and October 2021,
respectively. Ms. Yang has been accredited as a tax advisor by
China Certified Tax Agents Association.
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AND SENIOR MANAGEMENT

MR. GUO YUANJIE

Mr. Guo Yuanjie (0O 0O), aged 33, joined our Group as the
board secretary in February 2022. He was appointed as a
deputy general manager of the Group in 17 July 2024. He was
responsible for works related to investor relations and information
disclosure during his term of office. On September 2, 2025, Mr.
Guo resigned from his positions as the board secretary and
deputy general manager of the Company. After his resignation,
Mr. Guo ceased to hold any position in the Company and any of
its subsidiaries.

Prior to joining us, from March 2018 to February 2022, he served
at the investment banking department of Huachuang Securities
Co., Ltd., a financial services provider and a subsidiary of
Huachuang Yunxin Digital Technology Co., Ltd. (D0 OO0OCOOO
OO00000D0O) whose shares are listed on the Shanghai Stock
Exchange (stock code: 600155), with his last position being a vice
president.

Mr. Guo graduated from the University of Melbourne in Australia
with a bachelor of commerce degree in August 2015. He
graduated from Bayes Business School, City, University of London
(formerly known as Cass Business School) in the United Kingdom
with a master’'s degree in corporate finance in October 2017. Mr.
Guo has been an affiliate person of the Hong Kong Chartered
Governance Institute since July 2023.
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MR. WAN FENG

Mr. Wan Feng, aged 49, joined the Group in 22 October 2025
and was appointed as the board secretary of the Company in
November 2025. Mr. Wan has 28 years of work experience in
listed companies and the financial industry. From July 1997 to
July 2021, he worked at Hubei Mailyard Share Co., Ltd. (D OO 0O
0000000, agarment manufacturing and marketing company
listed on the Shanghai Stock Exchange (stock code: 600107)),
where he successively served as the affairs representative of
the investment development center and head of the investment
department of the company. He was responsible for feasibility
studies, implementation, and post-investment management of
external investment projects. During this period, he also served
as the company’s securities affairs representative from October
2013 to October 2022, responsible for tasks including corporate
meeting preparations, information disclosure, operational
compliance and capital operations. Subsequently, from July 2021
to October 2025, he served as an Investment Manager in the
Asset Management Center of Zhengxin Futures Co., Ltd. (D0 O 00O
0000, formerly known as Meierya Futures Brokerage Co., Ltd.
(00DO0DO0OO0O0O00DoOO)), where he was responsible for research
and analysis of futures and derivatives markets as well as equity
markets, and the management of private securities investment
funds (Zhengxin Futures Co., Ltd. (D OO0 O0O0O0O) was owned
as to 45.08% by Hubei Mailyard Share Co., Ltd. (DO O OO0OO0OO
000) from May 1995 to September 2023).

Mr. Wan obtained a bachelor's degree in Securities Management
from Zhongnan University of Economics and Law in July 1997. In
June 2004, he passed the CFA Futures Practitioner Qualification
Examination and obtained the Futures Practitioner Certificate. In
April 2013, he obtained the qualification of Board Secretary from
the Shanghai Stock Exchange. In October 2021, he passed the
AMAC Fund Practitioner Qualification Examination and obtained
the Investment Manager Certificate.
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AND SENIOR MANAGEMENT

COMPANY SECRETARY
MS. HE YUNHONG

Ms. He Yunhong (O 0O 0O), aged 33, joined our Group in May
2020 as the securities affairs commissioner and was appointed
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MS. WONG YUEN KiI

Ms. Wong Yuen Ki (JO0O), aged 35, is a manager of the
corporate services division of Tricor Services Limited and was
appointed as one of our joint company secretaries in February
2022. Ms. Wong has been providing corporate secretarial and
compliance services to Hong Kong-listed companies as well as
multinational, private and offshore companies. Ms. Wong ceased
to hold the position of joint company secretary of the Company on
November 13, 2025.

Ms. Wong possesses more than 10 years of experience in the
company secretarial field. Ms. Wong is currently the company
secretary of a few listed companies on the Stock Exchange.

Ms. Wong is a Chartered Secretary, a Chartered Governance
Professional and an associate of both The Hong Kong Chartered
Governance Institute and The Chartered Governance Institute in
the United Kingdom.

Ms. Wong holds a degree of bachelor of business administration
in corporate administration and degree of master of corporate
governance from Hong Kong Metropolitan University (formerly The
Open University of Hong Kong).

MS. KO PUI YU

Ms. Ko Pui Yu (O O O), was appointed as the company secretary
of the Company on November 13, 2025 and has over 10 years
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1.1. PRINCIPAL ACTIVITIES AND

BUSINESS REVIEW

With stringent quality requirements running through the
entire industrial chain, the Company is among the very
few tea companies in China experienced in raw material
management, product development, production, end
customer reach and membership services. Over twenty
years of operation, we have established Lan Cang Gu
Cha (DO O0O) as our core brand, under which we have
developed and structured three product lines, namely
1966, Tea Mama (0 O 0O) and lland Tea (O O ) to meet the
various demands from different groups of consumers, such
as Pu'er enthusiasts, sophisticated tea drinkers, broader
mass consumers, and new middle-class consumers with
stronger purchasing power. In 2025, the Group’s operating
revenue and net loss amounted to RMB218.7 million and
RMB91.6 million, respectively. Although revenue declined
in 2025, the net loss decreased significantly, primarily due
to the following reasons:

Firstly, regarding the decline in revenue: affected by the
“slow recovery” of the consumer market, the Group’s offline
physical stores faced operational challenges, resulting in a
decline in revenue;

Secondly, regarding the reduction in the net loss: (i)
following assessment and audit procedures, the Group’s
asset impairment losses amounted to RMB211.1 million in
2024, representing a substantial decrease as compared
to RMB1.3 million in 2025; (ii) the Group reduced cost
and expense outlays through cost-cutting and efficiency-
enhancing measures. In 2025, although the Company’s
revenue declined, the Group’s operating costs decreased
by 35.6% by the implementation of a series of cost-cutting
and efficiency-enhancing measures. Total expenses also
decreased accordingly, with selling expenses falling by
48.5%.

Detailed information about the Company’s business review,
future planning etc., is set out in the section headed
“Management Discussion and Analysis”.
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1.2. RESULTS AND OVERALL

1.3

1.4

PERFORMANCE

The Group’s results and overall performance are set out in
the consolidated financial statements in this Annual Report.

ENVIRONMENTAL POLICIES AND
PERFORMANCE

The Company has been dedicated to the environment,
climate, social responsibility and other related issues to
promote the sustainability of the Company’s operation.
In view of the environmental, social responsibility and
governance issues, the Company has formulated relevant
internal systems and working methods. The Board of
Directors of the Company has overall responsibility for
our sustainability strategy and oversees the operation of
relevant sustainability issues in our Company, and at the
same time, the Board has organised to set up a task force
team on ESG consisting of representatives from various
major departments. Such task force team handles all ESG
issues identified in the course of the Company’s operation,
and reports to the Board on important issues.

Details about the Company’s environmental, social
responsibility and governance issues are set out in
the Company's Environmental, Social Responsibility
and Governance Report for the year 2025. The Report
will be published on the website of the Company at
www.lcgc.cn and the website of the Stock Exchange at
www.hkexnews.hk in accordance with the Listing Rules.

COMPLIANCE WITH THE
RELEVANT LAWS AND
REGULATIONS

The Company has been in strict compliance with the
relevant laws, regulations and rules to ensure the
standardisation and sustainability of business operations.
To the knowledge of the Board, for the year ended
December 31, 2025, the Company has complied in all
material respects with laws and regulations that have a
significant impact on the Company.
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1.5 MAJOR RISKS AND
UNCERTAINTIES

SHIFT IN CONSUMER DEMAND, OR
ANY UNEXPECTED SITUATION WITH
A NEGATIVE IMPACT ON CONSUMER

DEMAND

The Group'’s business relies on consumer demand for
its products, which is influenced by factors such as
consumption patterns, income levels, taste preferences,
brand confidence, and health awareness. A slowdown in
the macroeconomy or intensified market competition could
lead to a decline in demand or product substitution.

To mitigate related risks, the Group continuously invests in
market research and data analysis and upgrades existing
products and launches new on