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OneDegree Hong Kong Limited
Year ended 31 December 2025

Directors’ Report

The directors submit herewith their report together with the audited consolidated financial
statements of OneDegree Hong Kong Limited (the “Company”) for the year ended 31
December 2025.

Principal place of business

OneDegree Hong Kong Limited is a company incorporated and domiciled in Hong Kong and
has its registered office and principal place of business at 20F, Fun Tower, 35 Hung To
Road, Kwun Tong, Kowloon, Hong Kong.

Principal activity

The Company was authorized by the Insurance Authority to carry on classes 1, 2,7, 8,9, 13
and 16 of General Business in or from Hong Kong as a virtual insurer under section 8 of the
Insurance Ordinance (the "Ordinance”) on 15 April 2020. The principal activity of the
Company is underwriting general insurance business. The activity of its subsidiary is set out
in note 12 to the consolidated financial statements.

Results and dividends

The results of the Company and its subsidiary (together the “Group”) for the year ended
31 December 2025 are set out in the financial statements on pages 9.

The directors do not recommend the payment of a dividend.

Charitable donations

- Charitable donations made by the Group during the year amounted to HK$50,000 (2024:

HKSNIl).
Directors

The directors who held office during the year to the date of this report were:

KWOCK Yin Lun

LAM Lee G.

LEUNG Alexander Te Yuen
MALIK Samita

LOK Chun Yu Henry



OneDegree Hong Kong Limited
Year ended 31 December 2025

Directors (continued)

The director of the subsidiary of the Company during the financial year and up to the date of
this report was as follows:

Al Financial Technology Company Limited
SHEN Ta Wei

In accordance with the Company’s Articles of Association, the director shall continue in
office.

Controllers

The controllers of the Company during the year and up to the date of this report were:

KWOCK Yin Lun
Al Financial Technology Holding Company

Equity-linked agreements

Al Financial Technology Holding Company (“AlFH"), the holding company of the Company,
adopts a share option scheme, in which employees of the Company are granted share
options of the holding company and the vesting of the share options are subject to the
condition of them meeting the service condition of provision of employment service to the
Company. Details of the share option scheme are disclosed in note 19 to the consolidated
financial statements.

Apart from the above, no equity-linked agreements into which the Company entered
subsisted at any time during the year.

Directors of the Company are also granted share options of the hoiding company in the
capacity of employees under the share option scheme adopted by AIFH.

Apart from the above, at no time during the year was the Company, its parent company,
subsidiary undertaking or fellow subsidiary undertaking a party to any arrangements to
enable the directors or controllers of the Company to acquire benefits by means of the
acquisition of shares in, or debentures of, the Company or any other company.



CneDegree Hong Kong Limited
Year ended 31 December 2025

Directors’ and controllers’ material interests in transactions, arrangements or
contracts

No transactions, arrangements and contracts of significance in relation to the Company's
business to which the Company’s holding company, subsidiary or fellow subsidiary was a
party and in which a director or controller of the Company had a material interest, whether
directly or indirectly, subsisted at the end of the year or at any time during the year.
Emoluments or payments to directors and controllers

Details of the emoluments paid to the directors of the Company during the year are set out in
note 22 to the financial statements.

Apart from the above, no property was transferred, payment made, or loans advanced to, nor
obligations assumed by or for, a director or controller of the Company or his nominees or
associates during the year.

Share capital

Details of the Company's shares issued during the year are set out in note 17 to the
consolidated financial statements.

Management contracts

No contracts concerning the management and administration of the whole or any substantial
part of any business of the Company were entered into or existed during the year.

Permitted indemnity provisions
A permitted indemnity provision (as defined in section 469 of the Hong Kong Companies

Ordinance) for the benefit of the directors of the Company is currently in force and was in
force throughout the year.



OneDegree Hong Kong Limited
Year ended 31 December 2025

Auditors

KPMG retire and, being eligible; offer themselves for re-appoiniment. A resolution for the
reappointment of KPMG as auditors of the Company is to be proposed at the forthcoming
Annual General Meeting.

By order of the Board
Y

KWOCK Yin Lun

Director

30 PR 2715
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Independent auditor’s report to the member of

OneDegree Hong Kong Limited
(Incorporated in Hong Kong with limited liability)

Opinion

We have audited the consolidated financial statements of OneDegree Hong Kong Limited
(the “Company") and its subsidiary (together the “Group”) set out on pages 9 to 62, which
comprise the consolidated statement of financial position as at 31 December 2025, the
consolidated statement of profit or loss and other comprehensive income, the consolidated
statement of changes in equity and the consolidated cash flow statement for the year then
ended and notes, comprising material accounting policy information and other explanatory
information.

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

Basis for opinion

We conducted our audit in accordance with Hong Kong Standards on Auditing (*HKSAs")
issued by the HKICPA. Our responsibilities under those standards are further described in
the Auditor's responsibilities for the audit of the consolidated financial statements section of
our report. We are independent of the Group in accordance with the HKICPA's Code of
Ethics for Professional Accountants (“the Code”), as applicable to audits of financial
statements of public interest entities. We have also fulfilled our other ethical responsibilities
in accordance with the Code. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

Information other than the consolidated financial statements and auditor's
report thereon

The directors are responsible for the other information. The other information comprises all
the information included in the annual report, other than the consolidated financial
statements and our auditor’s report thereon.

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

[n connection with our audit of the consolidated financial statements, our responsibility is to
read the other information and, in doing so, consider whether the other information is
materially inconsistent with the consolidated financial statements or our knowledge obtained
in the audit or otherwise appears to be materially misstated.

If, based on the work we have performed, we conclude that there is a material misstatement
of this other information, we are required to report that fact. We have nothing to report in this
regard.
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Independent auditor’s report to the member of

OneDegree Hong Kong Limited (continued)
(Incorporated in Hong Kong with limited liability)

Responsibilities of the directors for the consolidated financial statements

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

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

Auditor’s responsibilities for the audit of the consolidated financial statements

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

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

OneDegree Hong Kong Limited (continued)
{Incorporated in Hong Kong with limited liability)

Auditor’s responsibilities for the audit of the consolidated financial statements
(continued)

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

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

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

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

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

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

Plan and perform the group audit to obtain sufficient appropriate audit evidence regarding
the financial information of the entities or business units activities within the Group as a
basis for forming to express an opinion on the group consolidated financial statements.
We are responsible for the direction, supervision and review performance of the audit
work performed for purposes of the group audit. We remain solely responsible for our
audit opinion.
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Independent auditor’s report to the member of

OneDegree Hong Kong Limited (continued)
(Incorporated in Hong Kong with limited liability)

Auditor’s responsibilities for the audit of the consolidated financial statements
(continued)

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

The engagement partner on the audit resulting in this independent auditor's report is LEUNG,
Ho Yin (practicing certificate number: P08073).

[P

Certified Public Accountants
8th Floor, Prince’s Building

10 Chater Road
Central, Hong Kong

30 APR 2026



OneDegree Hong Koeng Limited
Consofidated financial statements for the year ended 31 December 2025

Consolidated statement of profit or loss and
other comprehensive income

for the year ended 31 December 2025
(Expressed in Hong Kong dollars)

Nofe 2025 2024
HK$ HK$
insurance revenue 14 287,478,741 217,959,575
insurance service expenses 5 (277,608,196) (245,015,754)
Net expenses from reinsurance contracts 14 (9,661,568) (17,274,952)
Insurance service result 208,977 {44,331,131)
Other income 3 4,772,971 4,201,913
Other net income 4 242,989 616,814
Other management expenses 5 {(4,063,775) {3,092,586)
Other administrative expenses 5 (15,854,302) {7,806,729)
Finance costs 5 (109,084) (110,091)
Loss before tax (14,802,224) (50,521,810)
Income tax 6(b) - -
Loss for the year (14,802,224) (560,521,810)
Other comprehensive income for the year,
net of tax
Item that may be reclassified subsequently to
profit or loss:
Exchange differences on consclidation 1,682,838 (2,730,383)
Total comprehensive income for the year (13,109,386) {53,252,183)

The notes on pages 16 to 62 form part of these consolidated financial statements.



OneDegree Hong Kong Limited

Consolidated statement of financial position

at 31 December 2025
(Expressed in Hong Kong dollars)

Assets

Property, plant and equipment
Intangible asset

Statutory deposits
Reinsurance contract assets
Other receivables

Due from the holding company
Due from fellow subsidiaries
Cash and cash equivalents

Total assets

Liabilities

Other payables

Tax payable

Insurance contract liabilities
Lease liabilities

Provision for reinstatement cost

Total liabilities

NET ASSETS

10

31 December

Consolidated financial statements for the year ended 31 December 2025

31 December

Note 2025 2024
HK$ HK$

7 1,958,088 3,097,833
8 5,703,684 12,674,584
10 76,014,859 60,387,239
14 103,909,016 46,447,075
9 12,029,710 8,179,209
13 56,237 53,667
13 8,922,281 5,662,192
11 34,322 364 70,957,951
242,916,239 207,459,750

15 22,410,659 21,166,847
6(a) 63,268 63,268
14 129,895,295 92,643,368
16 1,651,902 2,920,100
427,876 427,876

154,549,000 117,221,459
88,367,239 80,238,291
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OneDegree Hong Kong Limited
Consolidated financial statements for the year ended 31 December 2025

Consolidated statement of financial position

at 31 December 2025 (continued)
(Expressed in Hong Kong dollars)

37 December

31 December

Note 2025 2024
HK$ HK$
Capital and reserves
Share capital 17 481,662,500 481,662,500
Share option reserve 18 54,975,395 43,737,061
Exchange reserve 18 (286,409) (1,979,247)
Accumulated losses (447,984,247) {433,182,023)
TOTAL EQUITY 88,367,239 90,238,291

Approved and authorised for issue by the board of directorson 3 | APR 2078

Rike Y Sl L

KWOCK Yin Lun | LOK, Chun Yu Henry LEUNG Mex%d’er Te Yuen

Director Director Director

The notes on pages 16 to 62 form part of these consolidated financial statements.
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OneDegree Hong Kong Limited

Consolidated statement of changes in equity
for the year ended 31 December 2025

(Expressed in Hong Kong dollars)

Consolidated financial statements for the year ended 31 December 2025

Share  Share option Exchange Accumulated
capital reserve reserve losses Total
HK$ HKS HKS HK$ HKS
(Note 17) (Note 18a) {Note 18b)
Balance at
1 January 2025 481,662,500 43,737,081 (1,979,247) (433,182,023) 90,238,291
Loss for the year ended
31 December 2025 - - - (14,802,224)  (14,802,224)
Exchange differences on
consolidation - - 1,692,838 - 1,692,838
Other comprehensive income
for the year - - 1,692,838 - 1,692,838
Total comprehensive income
for the year - - 1,692,838 (14,802,224)  (13,109,386)
Transaction with owners:
Issue of share capital
{Note 17} - - - - -
Equity-settled share-based
payment transactions
{Note 19) - 11,238,334 - - 11,238,334
Total transactions with owners - 11,238,334 - - 11,238,334
Balance at 31 December 2025 481,662,500 54,975,395 (286,409} (447,984,247) 88,367,239

12



Consolidated statement of changes in equity

OneDegree Hong Kong Limited

for the year ended 31 December 2025 (continued)
(Expressed in Hong Kong dolfars)

Balance at
1 January 2024

Loss for the year ended
31 December 2024

Exchange differences on
consolidation

Other comprehensive income
for the year

Total comprehensive income
for the year

Transaction with owners:

Issue of share capital
{Note 17)

Equity-settled share-based
payment transactions
{Note 19)

Total transactions with owners

Balance at 31 December 2024

The notes on pages 16 to 62 form part of these financial statements.

Consolidated financial statements for the year ended 31 December 2025

Share  Share option Exchange Accumulafed
capital reserve reserve losses Total
HK$ HKS HK$ HK$ HK$
(Note 17) {Note 18a) (Note 18b)
431,662,500 37,940,363 751,136 (382,660,213) 87,693,786
- - - (50,521,810 (50,521,810)
- - (2,730,383) - {2,730,383)
- - (2,730,383) - (2,730,383)
- - (2,730,383) (50,521,810) (53,252,193)
50,000,000 - - - 50,000,000
- 5,796,698 - - 5,796,693
50,000,000 5,796,698 - - 55,796,698
481,662,500 43,737,061 (1,979,247) (433,182,023) 90,238,291

13



Consolidated cash flow statement

for the year ended 31 December 2025

(Expressed in Hong Kong dolfars)

Operating activities

Loss before tax
Adjustments for:
Depreciation
Amortisation of intangible assets
Interest income
Loss on derecognised of computer equipment
Finance cost
Equity-settled share-based payment
transactions
Effect of foreign exchange rate changes

Operating loss before changes in working
capital

{Increase)/decrease in operating assets:

- Insurance and reinsurance contracts

- other receivables

- due from fellow subsidiaries and the holding
company

Increase/(decrease) in operating liabilities:
- other payables

- tax payable

Cash (used in)/generated from operations

Net cash used in operating activities

14

Note
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OneDegree Hong Kong Limited
Consolidated financial statements for the year ended 31 December 2025

2025 2024
HK$ HK$
(14,802,224) (50,521,810)
3,773,474 3,792,915
6,970,900 9,466,020
(2,896,406) (3,569,306)
- 548
109,084 110,091
11,238,334 5,796,608
1,692,838 (2,738,480)
6,086,000 (37,663,324)
(20,110,014) 6,165,773
(3,850,501) (362,205)
(3,262,659) 2,270,602
1,243,812 3,504,901
- (2,403)
(25,979,362) 11,576,668

(19,893,362)

(26,086,656)




Consolidated cash flow statement

for the year ended 31 December 2025 (continued)

(Expressed in Hong Kong dollars)

Note

Investing activities

Payments for purchase of property, plant and
equipment

Interest received

Increase in Statutory Deposits

Net cash {used in)/generated from investing
activities

Financing activities

Issuance of shares 17
Capital element of lease rentals paid 11(b)
Interest element of lease rentals paid 11(b)

Net cash (used in)/generated from financing
activities

Net (decrease)/increase in cash and cash
equivalents

Cash and cash equivalents at 1 January

Cash and cash equivalents at 31 December

OneDegree Hong Kong Limited
Consofidated financial statemenls for the year ended 31 December 2025

2025 2024
HK$ HK$
(349,515) (265,526)
2,896,406 3,569,308
(15,627,620) -
(13,080,729) 3,303,780
. 50,000,000
(3,552,412) (3,481,812)
(109,084) (110,091)
(3,661,498) 46,408,097
(36,635,587) 23,625,221
70,957,951 47,332,730
34,322,364 70,957,951

The notes on pages 16 to 62 form part of these financial statements.

15



{a)

(b)

OneDegree Hong Kong Limited
Consolidated financial statements for the year ended 31 December 2025

Notes to the financial statements

Corporate information

OneDegree Hong Kong Limited (the “Company”) is a limited liability company incorporated in
Hong Kong. The Company’s registered office is located at 20F, Fun Tower, 35 Hung To
Road, Kwun Tong, Kowloon. The Company was authorised by the Hong Kong Insurance
Authority to carry on classes 1, 2, 7, 8, 9, 13, 16 of General Business in or from Hong Kong
as a virtual insurer under section 8 of the Insurance Ordinance (the “Ordinance”) on 15 April
2020. The principal activity of its subsidiary is set out in note 12 to the consolidated financial
statements. The Company and its subsidiary are collectively referred to as the “Group”. In
the opinion of the directors, the immediate and ultimate holding company of the Company is
Al Financial Technology Holding Company (“AlFH") which is incorporated in the Cayman
Islands.

Material accounting policies

Basis of preparation

These consolidated financial statements have been prepared in accordance with HKFRS
Accounting Standards, which collective term includes all applicable Hong Kong Financial
Reporting Standards, Hong Kong Accounting Standards (‘HKASs") and Interpretations
issued by the Hong Kong Institute of Certified Public Accountants (the “HKICPA”),
accounting principies generally accepted in Hong Kong and the Hong Kong Companies
Crdinance.

A summary of the material accounting policies adopted by the Group is set out below.

Changes in accounting policies

The Group has applied the following new and amended HKFRS Accounting Standards
issued by the HKICPA to theses financial statements for the current accounting period:

*  Amendments to HKAS 21, The effects of changes in foreign exchange rates - Lack of
exchangeability

None of the developments have had a material effect on how the Group’s result and financial

position for the current or prior periods. The Group has not applied any new standard or
interpretation this is not yet effective for the current accounting period.

16
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OneDegree Hong Kong Limited
Consolidated financial statements for the year ended 31 December 2025

Material accounting policies (continued)
Basis of measurement

The measurement basis used in the preparation of the consolidated financial statements is
the historical cost basis except for that, as explained in the accounting policies set out below:

- financial instruments measured at fair value through profit or loss (“FVPL”) are stated at
their fair value (see note 1(j)); and

- for insurance and reinsurance contracts and liabilities and assets for incurred claims are
measured at fulfilment cash flows (see note 1(g)).

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

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

The consolidated financial statements comprise the financial statements of the Company and
its subsidiary. The financial statements of the subsidiary is prepared for the same reporting
year as that of the Company using consistent accounting policies.

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

17
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OneDegree Hong Kong Limited
Consolidated financial stafements for the year ended 31 December 2025

Material accounting policies (continued)
Basis of consolidation
Allocation of total comprehensive income

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

Changes in ownership interest

Changes in the Group's ownership interest in a subsidiary that do not result in a loss of
control are accounted for as equity transactions. The carrying amounts of the controlling and
non-controlling interests are adjusted to reflect the changes in their relative interests in the
subsidiary. Any difference between the amount by which the non-controlling interests are
adjusted and the fair value of the consideration paid or received is recognised directly in
equity and attributed to the owners of the Company.

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

Subsidiaries

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

In the Company’s statement of financial position which is presented within these notes, an
investment in subsidiary is stated at cost less impairment loss. The carrying amount of the
investment is reduced to its recoverable amount on an individual basis, if it is higher than the
recoverable amount. The results of subsidiary is accounted for by the Company on the basis
of dividends received and receivable.

18
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OneDegree Hong Kong Limited
Consolidated financial statements for the year ended 31 December 2025

Material accounting policies (continued)
Insurance and reinsurance contracts - Classification

Contracts under which the Group accepts significant insurance risk are classified as
insurance contracts. Contracts held by the Group under which it transfers significant
insurance risk related to underlying insurance contracts are classified as reinsurance
contracts. Insurance and reinsurance contracts also expose the Group to financial risk.

The Group does not accept insurance risk from other insurers.

Insurance contracts may be issued and reinsurance contracts may be initiated by the Group,
or they may be acquired in a business combination or in a transfer of contracts that do not
form a business. All references in these accounting policies to ‘insurance contracts' and
‘reinsurance contracts' include contracts issued, initiated or acquired by the Group, unless
otherwise stated.

Insurance and reinsurance contracts
Separating components from insurance and reinsurance contracts

At inception, the Group separates the following components from an insurance or
reinsurance contract and accounts for them as if they were stand-alone financial instruments:

- derivatives embedded in the contract whose economic characteristics and risks are not
closely related to those of the host contract, and whose terms would not meet the
definition of an insurance or reinsurance contract as a stand-alone instrument: and

- distinct investment components: i.e. investment components that are not highly inter-
related with the insurance components and for which contracts with equivalent terms are
sold, or could be sold, separately in the same market or the same jurisdiction.

After separating any financial instrument components, the Group separates any promises to
transfer to policyholders distinct goods or services other than insurance coverage and
investment services and accounts for them as separate contracts with customers (i.e. not as
insurance contracts). A good or service is distinct if the policyholder can benefit from it either
on its own or with other resources that are readily available to the policyholder. A good or
service is not distinct and is accounted for together with the insurance component if the cash
flows and risks associated with the good or service are highly inter-related with the cash
flows and risks associated with the insurance component, and the Group provides a
significant service of integrating the good or service with the insurance component.

19



OneDegree Hong Kong Limited
Consolidated financial statements for the year ended 31 December 2025

Material accounting policies (continued)

Aggregation and recognition of insurance and reinsurance contracts

Insurance contracts

Insurance contracts are aggregated into groups for measurement purposes. Groups of
insurance contracts are determined by identifying portfolios of insurance contracts, each
comprising contracts subject to similar risks and managed together, and dividing each
portfolio into annual cohorts (i.e. by year of issue) and each annual cohort into three groups
based on the profitability of contracts:

- any contracts that are onerous on initial recognition;

- any contracts that, on initial recognition, have no significant possibility of becoming
onerous subsequently; and

- any remaining contracts in the annual cohort.
An insurance contract issued by the Group is recognised from the earliest of:

- the beginning of its coverage period (i.e. the period during which the Group provides
services in respect of any premiums within the boundary of the contract);

- when the first payment from the policyholder becomes due or, if there is no contractual
due date, when it is received from the policyholder; and

- when facts and circumstances indicate that the contract is onerous.

When the contract is recognised, it is added to an existing group of contracts or, if the
contract does not qualify for inclusion in an existing group, it forms a new group to which
future contracts are added. Groups of contracts are established on initial recognition and
their composition is not revised once all contracts have been added to the group.

Reinsurance contracts

Groups of reinsurance contracts are established such that each group comprises a single
contract.

20
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OneDegree Hong Kong Limited
Consolidated financial statements for the year ended 31 December 2025

Material accounting policies (continued)

Some reinsurance contracts provide cover for underlying contracts that are included in
different groups. However, the Group concludes that the reinsurance contract's legal form of
a single contract reflects the substance of the Group's contractual rights and obligations,
considering that the different covers lapse together and are not sold separately. As a result,
the reinsurance contract is not separated into multiple insurance components that relate to
different underlying groups.

A group of reinsurance contracts is recognised on the following date.

- Reinsurance contracts initiated by the Group that provide proportionate coverage: The
date on which any underlying insurance contract is initially recognised. This applies to the
Group's gquota share reinsurance contracts.

- Other reinsurance contracts initiated by the Group: The beginning of the coverage period
of the group of reinsurance contracts. However, if the Group recognises an onerous
group of underlying insurance contracts on an earlier date and the related reinsurance
contract was entered into before that earlier date, then the group of reinsurance contracts
is recognised on that earlier date. This applies to the Group's excess of loss and stop
loss reinsurance contracts.

Insurance acquisition cash flows

Insurance acquisition cash flows are allocated to groups of insurance contracts using a
systematic and rational method and considering, in an unbiased way, all reasonable and
supportable information that is available without undue cost or effort.

i insurance acquisition cash flows are directly attributable to a group of contracts (e.g. non-
refundable commissions paid on issuance of a contract), then they are allocated to that
group.

If insurance acquisition cash flows are directly attributable to a portfolio but not to a group of
contracts, then they are allocated to groups in the portfolio using a systematic and rational
method.

The Group has chosen to expense insurance acquisition cash flows when they are incurred.
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Material accounting policies (continued)
Contract boundaries

The measurement of a group of contracts includes all of the future cash flows within the
boundary of each contract in the group, determined as follows.

Insurance contracts Cash flows are within the contract boundary if they arise from
substantive rights and obligations that exist during the reporting
period in which the Group can compel the policyholder to pay
premiums or has a substantive obligation to provide services
(including insurance coverage and any investment services).

A substantive obligation to provide services ends when:

- the Group has the practical ability to reassess the risks of the
particular policyholder and can set a price or level of benefits
that fully reflects those reassessed risks; or

- the Group has the practical ability to reassess the risks of the
portfolio that contains the contract and can set a price or level of
benefits that fully reflects the risks of that portfolio, and the
pricing of the premiums up to the reassessment date does not
take into account risks that relate to periods after the
reassessment date.

The reassessment of risks considers only risks transferred from
policyholders to the Group, which may include both insurance and
financial risks, but exclude expense risk.

Reinsurance contracts Cash flows are within the contract boundary if they arise from
substantive rights and obligations that exist during the reporting
period in which the Group is compelled to pay amounts to the
reinsurer or has a substantive right to receive services from the
reinsurer,

A substantive right to receive services from the reinsurer ends
when the reinsurer;

- has the practical ability to reassess the risks transferred to it and
can set a price or level of benefits that fully reflects those
reassessed risks; or

-__has a substantive right tc terminate the coverage.

The contract boundary is reassessed at each reporting date to include the effect of changes
in circumstances on the Group's substantive rights and obligations and, therefore, may
change over time.
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Material accounting policies (continued)
Measurement

The Group uses the premium allocation approach (“PAA”) to simplify the measurement of
groups of contracts for insurance and reinsurance contracts when the following criteria are
met at inception.

- Insurance contracts: The coverage period of each contract in the group is one year or less.

- Reinsurance contracts: The Group reasonably expects that the resulting measurement of
the asset for remaining coverage would not differ materially from the result of applying the
general measurement model (‘GMM"). When comparing the different possible
measurements, the Group considers the impact of the different release patterns of the
asset for remaining coverage (‘ARC") to profit or loss and the impact of the time value of
money. If significant variability is expected in the fulfiment cash flows during the period
before a claim is incurred, then this criterion is not met.

Insurance contracts

On initial recognition of each group of contracts, the carrying amount of the liability for
remaining coverage is measured at the premiums received on initial recognition. The Group
has chosen to expense insurance acquisition cash flows when they are incurred.

Subsequently, the carrying amount of the liability for remaining coverage is increased by any
premiums received and decreased by the amount recognised as insurance revenue for
services provided (see (vii)). On initial recognition of each group of contracts, the Group
expects that the time between providing each part of the services and the related premium
due date is no more than a year. Accordingly, the Group has chosen not to adjust the liability
for remaining coverage to reflect the time value of money and the effect of financial risk.

If at any time during the coverage period, facts and circumstances indicate that a group of
contracts is onerous, then the Group recognises a loss in profit or loss and increases the
liability for remaining coverage to the extent that the current estimates of the fulfiment cash
flows that relate to remaining coverage exceed the carrying amount of the liability for
remaining coverage. The fulfilment cash flows are not discounted because the liability for
incurred claims is also not discounted.

The Group recognises the liability for incurred claims of a group of insurance contracts at the
amount of the fulfilment cash flows relating to incurred claims. The future cash flows are not

discounted because they are expected to be paid in one year or less from the date the claims
are incurred.

Reinsurance contracts

The Group applies the same accounting policies to measure a group of reinsurance
contracts, adapted where necessary to reflect features that differ from those of insurance
contracts.

If a loss-recovery component is created for a group of reinsurance contracts measured under
the PAA, then the Group adjusts the carrying amount of the asset for remaining coverage.
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Material accounting policies (continued)
Derecognition and contract medification

The Group derecognises a contract when it is extinguished - i.e. when the specified
obligations in the contract expire or are discharged or cancelled.

The Group also derecognises a contract if its terms are modified in a way that would have
changed the accounting for the contract significantly had the new terms always existed, in
which case a new contract based on the modified terms is recognised. If a contract
modification does not result in derecognition, then the Group treats the changes in cash
flows caused by the modification as changes in estimates of fulfiment cash flows.

Presentation

Portfolios of insurance contracts that are assets and those that are liabilities, and portfolios of
reinsurance contracts that are assets and those that are liabilities, are presented separately
in the statement of financial position. Any assets or liabilities recognised for cash flows
arising before the recognition of the related group of contracts are included in the carrying
amount of the related portfolios of contracts.

Income and expenses from insurance contracts are presented under insurance service
result, comprising insurance revenue and insurance service expenses.

Income and expenses from reinsurance contracts are presented separately from income and
expenses from insurance contracts. Income and expenses from reinsurance contracts, other
than insurance finance income or expenses, are presented on a net basis as ‘net expenses
from reinsurance contracts’ in the insurance service result.

The Group does not disaggregate changes in the risk adjustment for non-financial risk
between the insurance service result and insurance finance income or expenses. All
changes in the risk adjustment for non-financial risk are included in the insurance service
result,

Insurance revenue

For contracts measured under the PAA, the insurance revenue for each period is the amount
of expected premium receipts for providing services in the period. The Group allocates the
expected premium receipts to each period on the passage of time.

Insurance service expenses

Insurance service expenses arising from insurance contracts are recognised in profit or loss
generally as they are incurred. They comprise the following items.

- Incurred claims and other insurance service expenses
- Insurance acquisition cash flows

- Adjustments to the liabilities for incurred claims that do not arise from the effects of the
time value of money, financial risk and changes therein.
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Material accounting policies (continued)
Net expenses from reinsurance contracts

Net expenses from reinsurance contracts comprise an allocation of reinsurance premiums
paid less amounts recovered from reinsurers.

The Group recognises an allocation of reinsurance premiums paid in profit or loss as it
receives services under groups of reinsurance contracts.

The allocation of reinsurance premiums paid for each period is the amount of expected
premium payments for receiving services in the period.

Transition
The Group applied the full retrospective approach to all insurance and reinsurance contracts.
Property, plant and equipment

Property, ptant and equipment, including right-of-use assets arising from leases of underlying
property, plant and equipment (see note 1(p)) are stated at cost less accumuiated
depreciation and impairment losses. The cost of an item of property, plant and equipment
comprises its purchase price and any directly attributable costs of bringing the asset to its
working condition and location for its intended use. Repairs and maintenance are charged to
profit or loss during the period in which they are incurred.

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

Office equipment 3 years
Computer equipment 3 years

Right-of-use assets and the leasehold improvement are depreciated over the shorter of the
unexpired term of lease and the assets’ estimated useful lives.

Intangible assets
Research and development costs

Research costs are expensed as incurred. Costs incurred on development activities, which
involve the application of research findings to a plan or design for the production of new or
substantially improved products and processes, are capitalised if the product or process is
technically and commercially feasible and the Group has sufficient resources to compiete the
development. The expenditure capitalised includes the cost of materials, direct labour and
an appropriate proportion of overheads. Other development expenditure is recognised in
profit or loss as an expense as incurred. When the asset is available for use, the capitalised
development costs are amortised on a straight-line basis over a period of 2 to 3 years.
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Material accounting policies (continued)
Financial instruments

Financial assets

Recognition and derecognition

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

A financial asset is derecognised when and only when (i) the Group's contractual rights to
future cash flows from the financial asset expire or (i} the Group transfers the financial asset
and either (a) it transfers substantially all the risks and rewards of ownership of the financial
asset, or (b} it neither transfers nor retains substantially all the risks and rewards of
ownership of the financial asset but it does not retain contro! of the financial asset.

Classification and measurement

Financial assets are initially recognised at their fair value plus, in the case of financial assets
not carried at fair value through profit or loss ("FVPL"), transaction costs that are directly
attributable to the acquisition of the financial assets.

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

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

Financial assets measured at amortised cost

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

(i) itis held within a business model whose objective is to hold financial assets in order to
coilect contractual cash flows; and

(i) its contractual terms give rise on specified dates to cash flows that are solely payments
of principal and interest on the principal amount outstanding.

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

The Group’s financial assets at amortised cost include deposits and other receivables, due
from the holding company, due from fellow subsidiaries and cash and cash equivalents.
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Material accounting policies (continued}
Financial liabilities
Recognition and derecognition

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

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

Classification and measturement

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

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

Impairment of financial assets and other items under HKFRS 9

The Group recognises loss allowances for expected credit losses (‘ECL”) on financial assets
that are measured at amortised cost, to which the impairment requirements apply in
accordance with HKFRS 9. Except for the specific treatments as detailed below, at each
reporting date, the Group measures a loss allowance for a financial asset at an amount equal
to the lifetime ECL if the credit risk on that financial asset has increased significantly since
initial recognition. If the credit risk on a financial asset has not increased significantly since
initial recognition, the Group measures the loss allowance for that financial asset at an
amount equal to 12-month ECL.

Measurement of ECL

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

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

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

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

(i) past due information

(i)  nature of instrument

(iiiy nature of collateral

(iv) industry of debtors

(v) geographical location of debtors

(vi) external credit risk ratings

Loss allowance is remeasured at each reporting date to reflect changes in the financial

instrument's credit risk and loss since initial recognition. The resulting changes in the loss

allowance are recognised as an impairment gain or loss in profit or loss with a corresponding
adjustment to the carrying amount of the financial instrument.

Definition of default

The Group considers the following as constituting an event of default for internal credit risk

management purposes as historical experience indicates that the Group may not receive the

outstanding contractual amounts in full if the financial instrument that meets any of the
following criteria:

(i)  information developed intemally or obtained from external sources indicates that the
debtor is unlikely to pay its creditors, including the Group, in full {without taking intc
account any collaterals held by the Company); or

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

Irrespective of the above analysis, the Group considers that default has occurred when a

financial asset is more than 90 days past due unless the Group has reasonable and

supportable information to demonstrate that a more lagging default criterion is more
appropriate.
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Assessment of significant increase in credit risk

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

o the debtor’s failure to make payments of principal or interest on the due dates;

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

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

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

Irrespective of the outcome of the above assessment, the Group presumes that the credit

risk on a financial instrument has increased significantly since initial recognition when

contractual payments are more than 30 days past due, unless the Group has reasonable and

supportable information that demonstrates otherwise.

Low credit risk

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

(i) it has a low risk of default;

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

(i) adverse changes in economic and business conditions in the longer term may, but will

not necessarily, reduce the ability of the borrower to fulfil its contractual cash flow
obligations.
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Material accounting policies (continued)
Credit-impaired financial asset

A financial asset is credit-impaired when one or more events that have a detrimental impact
on the estimated future cash flows of that financial asset have occurred. Evidence that a
financial asset is credit-impaired include observable data about the following events:

(a) significant financial difficulty of the issuer or the borrower.
(b} a breach of contract, such as a default or past due event.

(c) thelender(s) of the borrower, for economic or contractual reasons relating to the
borrower’s financial difficulty, having granted to the borrower a concession(s) that the
lender(s) would not otherwise consider.

(d) it is becoming probable that the borrower will enter bankruptcy or other financial
reorganisation.

(e) the disappearance of an active market for that financial asset because of financial
difficulties.

(f)  the purchase or origination of a financial asset at a deep discount that reflects the
incurred credit losses.

Write-off

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

Cash and cash equivalents

For the purpose of the consolidated cash flow statement, cash and cash equivalents
represent short-term highly liquid investments which are readily convertible into known
amounts of cash and which are subject to an insignificant risk of changes in value, net of
bank overdrafts.

Other receivables

Other receivables are initially recognised at fair value and thereafter stated at amortised cost

less impairment losses for bad and doubtful debts, if there is objective evidence that the
receivable is impaired.
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Material accounting policies (continued)
Other payables

Other payables are initially recognised at fair value and thereafter stated at amortised cost
unless the effect of discounting would be immaterial, in which case they are stated at cost.

Foreign currency translation

ltems included in the financial statements of each of the Group's entities are measured using
the currency of the primary economic environment in which the entity operates (the
“functional currency”). The Company’s functional currency is Hong Kong Dollars ("HKS").

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

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

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

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

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

Impairment of non-financial asset

At the end of each reporting period, the Group reviews internal and external sources of
information to assess whether there is any indication that its property, plant and equipment,
including right-of-use assets arising from leases of underlying property, plant and equipment,
intangible asset and interest in a subsidiary may be impaired or impairment loss previously
recognised no longer exists or may be reduced. If any such indication exists, the
recoverable amount of the asset is estimated, based on the higher of its fair value less costs
of disposal and value in use. In addition, the Group tests its intangible asset that have
indefinite useful lives and intangible asset that are not yet available for use for impairment by
estimating their recoverable amount on an annual basis and whenever there is an indication
that those assets may be impaired. Where it is not possible to estimate the recoverable
amount of an individual asset, the Group estimates the recoverable amount of the smallest
group of assets that generates cash flows independently (i.e. cash-generating unit).

If the recoverable amount of an asset or a cash-generating unit is estimated to be less than

its carrying amount, the carrying amount of the asset or cash-generating unit is reduced to its
recoverable amount. Impairment losses are recognised as an expense immediately.
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Material accounting policies (continued)

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

Leased assets

At inception of a contract, the Group assesses whether the contract is, or contains, a lease.
A contract is, or contains, a lease if the contract conveys the right to control the use of an
identified asset for a period of time in exchange for consideration. Control is conveyed
where the customer has both the right to direct the use of the identified asset and to obtain
substantially all of the economic benefits from that use.

At the lease commencement date, the Group recognises a right-of-use asset and a lease
liability, except for short-term leases that have a lease term of 12 months or less and leases
of low-value assets. When the Group enters into a lease in respect of a low-value asset, the
Group decides whether to capitalise the lease on a lease-by-lease basis. The lease
payments associated with those leases which are not capitalised are recognised as an
expense on a systematic basis over the lease term.

Where the lease is capitalised, the lease liability is initially recognised at the present value of
the lease payments payable over the lease term, discounted using the interest rate implicit in
the lease or, if that rate cannot be readily determined, using a relevant incremental borrowing
rate. After initial recognition, the lease liability is measured at amortised cost and interest
expense is calculated using the effective interest method. Variable lease payments that do
not depend on an index or rate are not included in the measurement of the lease liability and
hence are charged to profit or loss in the accounting period in which they are incurred.

The right-of-use asset recognised when a lease is capitalised is initially measured at cost,
which comprises the initial amount of the lease liability plus any lease payments made at or
before the commencement date, and any initial direct costs incurred. Where applicable, the
cost of the right-of-use assets also includes an estimate of costs to dismantle and remove
the underlying asset or to restore the underlying asset or the site on which it is located,
discounted to their present value, less any lease incentives received. The right-of-use asset
is subsequently stated at cost less accumulated depreciation (see note 1(h)) and impairment
losses (see note 1(0)).

The lease liability is remeasured when there is a change in future lease payments arising
from a change in an index or rate, or there is a change in the Group’s estimate of the amount
expected to be payable under a residual value guarantee, or there is a change arising from
the reassessment of whether the Group will be reasonably certain to exercise a purchase,
extension or termination option. When the lease liability is remeasured in this way, a
corresponding adjustment is made to the carrying amount of the right-of-use asset, or is
recorded in profit or loss if the carrying amount of the right-of-use asset has been reduced to
zero.

In the consolidated statement of financial position, the Group presents right-of-use assets

within the same line item as similar underlying assets and presents lease liabilities
separately.
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Material accounting policies (continued)
Employee benefits
Short-term employee benefits

Salaries, annual bonuses, paid annual leave, contributions to defined contribution retirement
plans and the cost of non-monetary benefits are accrued in the year in which the associated
services are rendered by employees.

Defined contribution plans

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

Long Service Payment ("LSP”) under the Hong Kong Employment Ordinance

For LSP obligations, the estimated amount of future benefit is determined after deducting the
negative service cost arising from the accrued benefits derived from the Company’s MPF
confributions that have been vested with employees, which are deemed to be contributions
from the relevant employees.

Share-based payment transactions
Equity-settled transactions

The Group’s employees, including the directors, receive remuneration in the form of share-
based payment transactions, whereby the employees rendered services in exchange for
shares or rights over shares. The cost of such transactions with employees is measured by
reference to the fair value of the equity instruments at the grant date. The fair value of share
options granted to employees is recognised as an employee cost with a corresponding
increase in a reserve within equity, which in effect is a form of capital contribution from parent
company if the Group is not the settling entity in the group share-based payment transaction.
The fair value is determined taking into account any market conditions and non-vesting
conditions,

The cost of equity-settled transactions is recognised, together with a corresponding increase
in equity, over the period in which the vesting conditions are to be fulfilled, ending on the date
on which the entitlement of relevant employees to the award is no longer conditional on the
satisfaction of any non-market vesting conditions (“vesting date”). During the vesting period,
the number of share options that is expected to vest ultimately is reviewed. Any adjustment
to the cumulative fair value recognised in prior periods is charged/credited to profit or loss for
the period of review, with a corresponding adjustment to the reserve within equity.

When the share options are forfeited after the vesting date or are still not exercised at the

expiry date the amount previously recognised in the share option reserve will be transferred
to accumulated losses.
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Material accounting policies (continued)

Equity-settled share-based payment transactions with parties other than employees are
measured at fair value of the goods or services received, except where the fair value cannot
be reliably estimated, in which case they are measured at the fair value of the equity
instruments granted. In all cases, the fair value is measured at the date the Group obtains
the goods or the counterparty renders the services.

Taxation

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

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

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

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

Provisions and contingent liabilities

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

Where it is not probable that an outflow of economic benefits will be required, or the amount
cannot be estimated reliably, the obiigation is disclosed as a contingent liability, unless the
probability of outflow of economic benefits is remote. Possible obligations, whose existence
will only be confirmed by the occurrence or non-occurrence of one or more future events are
also disclosed as contingent liabilities unless the probability of outflow of economic benefits
is remote.

Where some or all of the expenditure required to settle a provision is expected to be
reimbursed by another party, a separate asset is recognised for any expected
reimbursement that wouid be virtually certain. The amount recognised for the
reimbursement is limited to the carrying amount of the provision.
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Material accounting policies (continued)
Revenue recognition

Income is classified by the Group as revenue when it arises from the provision of services in
the ordinary course of the Group's business.

Revenue is recognised when control over a service is transferred to the customer at the
amount of promised consideration to which the Group is expected to be entitled, excluding
those amounts collected on behalf of third parties. Revenue excludes value added tax or
other sales taxes and is after deduction of any trade discounts.

Insurance revenue

The accounting policies for the recognition of insurance revenue are disclosed in note

1) (v).
Dividend income

Dividend income from listed investments is recognised when the share price of the
investment goes ex-dividend.

Interest income

Interest income is recognised as it accrues under the effective interest method.

Government grants

Government grants are recognised in the consolidated statement of financial position initially
when there is reasonable assurance that they will be received and that the Group will comply
with the conditions attaching to them. Grants that compensate the Group for expenses
incurred are recognised as income in profit or loss on a systematic basis in the same periods
in which the expenses are incurred.

Related parties

A related party is a person or entity that is related to the Group.

(@) A person or a close member of that person’s family is related to the Group if that
person:

(i}  has control or joint control over the Group;
(i)  has significant influence over the Group; or

(i) is a member of the key management personnel of the Group or of the parent of
the Group.
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Material accounting policies {continued)

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

®

(ii)

(vi)
(vii)

{viii)

The entity and the Group are members of the same group (which means that
each parent, subsidiary and fellow subsidiary is related to the others).

One entity is an associate or joint venture of the other entity (or an associate or
joint venture of a member of a group of which the other entity is a member).

Both entities are joint ventures of the same third party.

One entity is a joint venture of a third entity and the other entity is an associate of
the third entity.

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

The entity is controlled or jointly controlled by a person identified in (a).

A person identified in (a)(i) has significant influence over the entity oris a
member of the key management personnel of the entity (or of a parent of the
entity).

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

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

(@) that person'’s children and spouse or domestic partner;

{(b) children of that person’s spouse or domestic partner; and

{c) dependants of that person or that person’s spouse or domestic pariner.

In the definition of a related party, an associate includes subsidiaries of the associate and a
joint venture includes subsidiaries of the joint venture.
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Material accounting policies (continued)
Significant accounting estimates and judgements

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

Recognition of intangible asset

Careful judgement by the management is applied when deciding whether the recognition
requirements for development costs have been met. This is necessary as the economic
success of any product development is uncertain and may be subject to future technical
problems at the time of recognition. Judgements are based on the best information available
at the end of each of the reporting period. In addition, all internal activities related to the
research and development of new software systems are continucusly monitored by the
management.

Impairment of intangible asset

The Group determines whether intangible asset is impaired at least on an annual basis. This
requires an estimation of the value in use of the cash-generating units to which the intangible
asset is allocated. Estimating the value in use requires the Group to make an estimate of the
expected cash flows from the cash-generating unit and also to choose a suitable discount
rate in order to calculate the present value of those cash flows.

Determination of the lease term

As explained in note 1(p), the lease liability is initially recognised at the present value of the
lease payments payable over the lease term. In determining the lease term at the
commencement date for leases, the Group evaluates the likelihood of making renewal of
lease arrangement taking into account all relevant facts and circumstances that create an
economic incentive for the Group to exercise the option, including favourable terms,
leasehold improvements undertaken and the importance of that underlying asset to the
Group's operation. The lease term is reassessed when there is a significant event or
significant change in circumstance that is within the Group’s control. Any increase or
decrease in the lease term would affect the amount of lease liabilities and right-of-use assets
recognised in future years.

Fuffilment cash flows
Fulfiiment cash flows comprise:
- estimates of future cash flows;

- a risk adjustment for non-financial risk.
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Material accounting policies {(continued)
Estimates of future cash flows

The Group estimates the ultimate cost of settling claims incurred but unpaid at the reporting
date and the value of salvage and other expected recoveries by reviewing individual claims
reported and making allowance for claims incurred but not yet reported. The ultimate cost of
settling claims is estimated using a range of loss reserving techniques. These techniques
assume that the Group’s own claims experience is indicative of future claims development
patterns and therefore ultimate claims cost. The uitimate cost of settling claims is estimated
separately for each geographic area and line of business, except for large claims, which are
assessed separately from other claims.

The assumptions used, including loss ratios and future claims inflation, are implicitly derived
from the historical claims development data on which the projections are based, although
judgement is applied to assess the extent to which past trends might not apply in the future
and future trends are expected to emerge.

Risk adjustments for non-financial risk

Risk adjustments for non-financial risk are determined to reflect the compensation that the
individual issuing entity would require for bearing non-financial risk, separately for the non-life
and other contracts, and are allocated to groups of contracts based on an analysis of the risk
profiles of the groups.

The risk adjustments for non-financial risk are determined using a confidence level
technique.

To determine the risk adjustments for non-financial risk for reinsurance contracts, the Group
applies these techniques both gross and net of reinsurance and derives the amount of risk
being transferred to the reinsurer as the difference between the two results.

Applying a confidence level technique, the Group estimates the probability distribution of the
expected present value of the future cash flows from insurance contracts at each reporting
date and calculates the risk adjustment for non-financial risk as the excess of the value at
risk at the 75th percentile (the target confidence level) over the expected present value of the
future cash flows.

Eligibility considerations of the PAA

The Group applies the PAA to simplify the measurement of insurance and reinsurance
contracts. In addition to the contracts with coverage of within one year, the PAA can be used
for measurement of groups of contracts where the entity reasonably expects that such a
simplification would produce a measurement of the liabilities for remaining coverage and the
assets for remaming coverage that would not differ materially from the one that would be
produced by applying the GMM. Although ail insurance contracts underwritten by the Group
have a coverage period within one year, certain reinsurance contracts held by the Group
have a coverage period over one year.
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Material accounting policies (continued)

For reinsurance contracts held by the Group with coverage period over one year, the Group
exercises significant judgement to determine whether there the ARC measured under GMM
is materially different with the ARC measured under PAA. [n the event for a group of
insurance contracts, the ARC results between the measurement model differs larger than the
thresholds determined by the Company, the group of contracts will not be eligible for the PAA
and the Group shall apply the GMM to recognise and measure that group of insurance
contracts.

The judgements exercised in setting the thresholds to determine “material difference” in the
above assessment fundamentally affect the approach the group of insurance contracts is
recognised and presented in the consolidated financial statements. The accounting policy on
PAA's recognition and measurement is described in note 1(g)(v).

Insurance and financial risk management
Insurance risk management
Risk management objectives and policies for mitigating insurance risk

Insurance risks are managed through underwriting limits, approval procedures for
transactions that exceed set limits, pricing guidelines, reinsurance management and
monitoring of emerging business.

The principal risk is that the frequency or severity of claims is greater than expected. In
addition, for some contracts, there is uncertainty about the timing of insured events.
Insurance events are, by their nature, random, and the actual number and size of events
during any one year may vary from those estimated using established statistical techniques.

Underwriting strategy

The Group’s underwriting strategy is based on a large portfolio of similar risk, as such,
reduced the variability outcome.

The underwriting strategy is set out in an annual business plan that establishes the classes
of business to be written, the territories in which business is to be written and the industry
sectors in which the Group is prepared to underwrite. All of the general insurance contracts
are annual in nature and the underwriters have the right to refuse renewal or to change the
terms and conditions of the contract at renewal.
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Insurance and financial risk management (continued)
Reinsurance strategy

The Group reinsures a portion of the risks it underwrites in order to harmonize its net
retention exposure to avoid any significant adverse impact to its financial performance. The
reinsurance protections are chosen after careful consideration of reinsurers’ reputation and
creditworthiness.

Asset and liability matching

A key aspect in the management of the Group ’s insurance risk is through matching the
timing of cash flows from assets and liabilities.

The Group actively manages its assets using an approach that balances quality,
diversification, liquidity and investment return. The goal of the investment process is to
maximise investment retumns at a tolerable risk level whilst ensuring that the assets and
liabilities are managed on a cash flow and duration basis.

Nature of risk covered

The principal insurance risks written by the Group are general liability and property damage.
The estimated liability for incurred claims are analysed in the table below:

2025 2024

Reinsurers’ Reinsurers'
Gross share of Net Gross share of Net
provision for provision for provision for provision for provision for provision for
liability for liability for Fiabifity for fiability for fiability for fiabifity for
incurred incurred incurred incurred incurred incurred
Class of business claims claims claims claims claims claims
HKS HKS HK$ HK$ HK$ HK$
Properly damage 22,418,375 (96,539,064) (74,120,689) 15,697,888 (122,892,292} (107,294,404)
General Liabilities 4,977,368 (2,556,521) 2,420,847 2,855,603 (1,354,790) 1,600,813
Accident & Health 822763 (991,799) {169,036) 353,200 (755,304) (402,104)

28,218,506  (100,087,384) (71,868,878) 18,806,691  (125,002,388) (106,195,695)

Claims development

Claims development information is disclosed in order to illustrate the insurance risk inherent
in the Group. The uncertainty is typically resolved within one year.
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Insurance and financial risk management (continued)

Analysis of claims development - gross of reinsurance

2025 2024
HK$ HK$
Estimate of cumulative claims 459,366,730 305,491,577
Cumulative payments to date (431,148,224) (286,684 ,886)
Gross provision for liability for incurred claims at
31 December (note 14) 28,218,506 18,806,691
Analysis of claims development - net of reinsurance
2025 2024
HK$ HK$
Estimate of cumulative claims 97,774,046 30,027,560
Cumuiative payments to date (169,642,924) (136,223,255)
Net provision for liability for incurred claims at
31 December {note 14) (71,868,878) (106,195,695)

Sensitivity analysis

The general insurance claims provision is sensitive to unpaid claims and expenses. The
sensitivity of certain assumptions, e.g., legislative change and uncertainty in the estimation
process, etc., is not possible to quantify. Furthermore, because of the delays that arise
between occurrence of a claim and its subsequent notification and eventual settiement, the
outstanding claim provision is not known with certainty at the end of the reporting period.

Consequently, the ultimate liabilities will vary as a result of subsequent developments.
Differences resulting from reassessment of the ultimate liabilities are recognised in
subsequent financial statements.

The sensitivity analysis below has been determined based on the exposure to insurance
risks at the reporting date. 5% is the sensitivity rate used by the management to assess the
insurance risk arising from reasonably possible change in the LIC and AIC, profit or loss after
tax and equity as at the end of the reporting period to key management personnel.
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Insurance and financial risk management (continued)

2025 2024
Impact on Impact on
profit or loss profit or loss
Impact on affer income Impact Impact on after income Impact
(LIC)/AIC tax on equity (LIC)/AIC tax on equity
HK$ HKS HK$ HK$ HK$ HK$
Unpaid claims and
expenses - 5%
increase
Insurance contract
liabilities (1,410,925} 1,410,925 1,410,925 {940,355) 940,355 940,355
Reinsurance contract
assets 5,004,369 (5,004,369) (5,004,369) 5,309,785 {5,309,785) (5,309,785)
3,593,444 (3,593,444} (3,593,444) 4,369,430 {4,369,430) (4,369,430)

Financial risk management

The Group’s principal financial instruments comprise mainly insurance contract liabilities,
reinsurance contact assets, cash and cash equivalents, statutory deposits, due from the
holding company, due from fellow subsidiaries, deposits and other receivables and other
payables. The main purpose of the financial instrument is to raise and maintain finance for
the Group’s operations.

The main risks arising from the Group’s financial instruments are credit risk and liquidity risk.
The Group has established management policies and guidelines for risk management and
compliance.

The directors generally adopt conservative strategies on the Group’s risk management and
limit the Group's exposure to these risks to a minimum.

Market risk
inferest rate risk

Interest rate risk is the risk that the value of or future cash flows from a financial instrument
will fluctuate because of changes in market interest rates. The Group’s exposure to changes
in interest rates is concentrated in its cash and cash equivalents and statutory deposits,
amounting to HK$110,337,223 (2024 HK$131,345,190) as at 31 December 2025.

Foreign exchange risk
The Group issues insurance contracts which are primarily denominated in Hong Kong
dollars. The Group is exposed to foreign currency risk mainly arising from cash and cash

equivalents which are denominated in United States dollars (*USD”). As HKD is pegged to
USD, the exposure to foreign exchange risk is considered not significant.
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Insurance and financial risk management {continued)

Credit risk

Credit risk refers to the risk that a counterparty will default on its contractual obligations
resulting in a financial loss to the Group.

Other receivables, due from the holding company and due from fellow subsidiaries

The Group considers that deposits and other receivables, due from the holding company and
due from fellow subsidiaries are subject to [ow credit risk based on low risk of default and the
ECL of these balances is insignificant after taking into account the credit quality of the
counterparties and significance of the balances.

Cash and cash equivalents

The Group's cash and cash equivalents are placed with creditworthy banks in Hong Kong
and Taiwan. The management of the Group considers the ECL of these financial assets to
be insignificant after taking into account the credit quality of the counterparties and
probability of default.

Liquidity risk

The Group’s objectives when managing liquidity risk are to maintain sufficiency reserves of
cash to ensure sufficient and flexible funding is available to the Group. Also, the Group’s
policy is to regularly monitor current and expected liquidity requirements, in particular relating
to repayments of debts. All insurance contract liabilities of the Group are expected to be
settied within one year. Financial liabilities of the Group are repayable on demand, except
lease liabilities (see note 16).

Other income

20256 2024

HK$ HK$

Fee income 1,876,565 632,607
Bank interest income 2,896,406 3,569,306
4,772,971 4,201,913
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Other net income

Other income
Exchange gain

Expenses

Claims and benefits

Staff costs (including directors’ remuneration)
Employee benefit expense
Confributions to defined contribution plans
Equity-settled share-based payment expenses

Total staff costs (including directors’ remuneration)

Auditors’ remuneration
Audit services
Other services
Legal and professional costs
Depreciation and amortisation on property and
equipment and other intangible assets
Others

Represented by:

Insurance service expenses
Other management expenses
Other administrative expenses
Finance cosis
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2025 2024

HK$ HK$

- 422,658

242,989 194,156
242,989 616,814
2025 2024

HK$ HK$
153,826,145 120,208,899
56,892,531 56,581,229
2,698,501 2,880,961
11,238,334 5,796,698
70,829,366 65,258,888
1,092,600 808,600
340,000 326,975
3,068,969 753,021
10,744,374 13,258,935
57,733,903 565,409,842
297,635,357 256,025,160
277,608,196 245,015,754
4,063,775 3,092,586
15,854,302 7,806,729
109,084 110,091
297,635,357 256,025,160
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Taxation

Tax payable:

services.

The tax payable represents value-added tax charged by Taiwan tax authority to Al Financial
Technology Company Limited, the subsidiary of the Company, on the price of goods and

Hong Kong Profits Tax at the rate of 16.5% (2024: 16.5%) has not been provided as the

Group incurred a loss for taxation purposes.

The corporate income tax of Taiwan at the rate of 20% (2024: 20%) has not been provided

as the subsidiary has no assessable profit during the years.

Reconciliation between tax expense charged to profit or ioss and accounting profit at

applicable tax rates:

2024
HK$

(50,521,810)

2025

HK$
Reconciliation of tax expense
Loss before tax (14,802,224)
Income tax at applicable tax rate (2,446,362)
Tax effect of non-taxable income (477,929)
Tax effect of non-deductible expense 1,868,452
Tax effect of temporary difference not recognised 2,920,630
Tax effect of unrecognised tax loss (1,864,791)

(8,336,671)

(585,770)
984,541

(882,612)
8,820,512

Tax expense for the year -

Unrecognised deferred tax assets arising from tax losses amount to approximately
HK$355,004,205 (2024: HK$366,317,000) at end of the reporting period which does not
expire under current tax legislation. Deferred tax assets have not been recognised in respect
of the tax losses due to unpredictability of future taxable profit will be available against which
the Group can utilise the benefits therefrom. Except for tax losses of 2025 and 2024 arising
in a foreign tax jurisdiction of HK$290,000 and HK$237,983, which will expire on 31
December 2034 and 31 December 2033 respectively, these tax losses do not expire under

the current tax legislation.
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Computer Office Leasehold Right-of-use
equipment equipment improvement assels Total
HK$ HK$ HKS HK$ HK$
Cost:
At 1 January 2024 3,042,098 560,864 1,474,672 8,139,691 13,217,325
Additions 186,998 41,204 37,324 3,175,034 3,440,560
Exchange revaluation {69,739) (16,743) {1,028) (165,998) (253,508)
Disposal (548) - - {3.983,762) {3,984,310)
At 31 December 2024 3,158,809 585,325 1,510,968 7,164,965 12,420,067
Accumulated
depreciation:
At 1 January 2024 (2,774,921) (521,035) {1,456,667) (4,957 ,841) (9,710,464)
Charge for the year (283,646) (41,101) {21,580) (3,446,588) (3,792,915)
Exchange revaluation 66,870 16,047 977 113,489 197,383
Written back on disposal - - - 3,983,762 3,983,762
At 31 December 2024 (2,991,697) (546,089) (1,477,270 {4,307,178) (9,322,234)
Net book value:
At 31 December 2024 167,112 39,236 33,698 2,857,787 3,097,833
Cost:
At 1 January 2025 3,158,809 585,325 1,510,968 7,164,965 12,420,087
Additions 327,944 21,571 - 2,284,214 2,633,729
Exchange revaluation - - - - -
Disposal - - - (6,777.489) (6,777,489)
At 31 December 2025 3,486,753 606,896 1,510,968 2,671,690 8,276,307
Accumulated
depreciation:

At 1 January 2025 (2,991,697) (546,089) (1,477,270) (4,307,178) (9,322,234}
Charge for the year (197,808) (19,910) {22,812) (3.532,946) (3,773,474)
Exchange revaluation - - - - -
Written back on disposal - - - 6,777,489 6,777,489
At 31 December 2025 (3,189,503) (565,999) (1,500,082) (1,062,635) (6,318,219)
Net book value:
At 31 December 2025 297,250 40,897 10,886 1,608,055 1,858,088
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Property, plant and equipment {(continued)
Right-of-use assets

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

Note 2025 2024
HK$ HK$

Properties [eased for own use, carried at
depreciated cost (i) 1,609,055 2,857,787

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

2025 2024
HK$ HK$
Depreciation charge of right-of-use assets by class of
underlying asset:
Properties leased for own use 3,532,946 3,446,588
Interest on lease liabilities 109,084 110,091

During the year, there was an addition to the right-of-use assets amounting to HK$2,284,214
(2024: HK$3,175,034). This amount is related to the capitalised lease payments payable
under new tenancy agreement for an office the Group is using.

Details of total cash outflow for leases and the maturity analysis of lease liabilities are set out
in notes 11(c) and 16 respectively.

Properties leased for own use

The Group has obtained the right to use properties as its office premises and apartments
through tenancy agreements. The leases typically run for an initial period of 3 to 10 years.

Leases may include an option to renew the lease for an additional period after the end of the
contract term. Where practicable, the Group seeks to include such extension options
exercisable by the Group to provide operational flexibility. The Group assesses at lease
commencement date whether it is reasonably certain to exercise the extension options. If
the Group is not reasonably certain to exercise the extension options, the future lease
payments during the extension periods are not included in the measurement of lease
liabilities.
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Intangible asset

Cost:

At 1 January
Additions
Exchange revaluation

At 31 December

Accumulated amortisation:

At 1 January
Charge for the year
Exchange revaluation

At 31 December

Net book value:

At 31 December

Other receivables

Deposits and other receivables

OneDegree Hong Kong Limited
Consolidated financial statements for the year ended 31 December 2025

Computer Computer
software software
2025 2024

HK$ HK$
35,932,511 35,832,511
35,932,511 35,932,511
23,257,927 13,791,907
6,970,900 9,466,020
30,228,827 23,257,927
5,703,664 12,674,584
2025 2024

HK$ HK$
12,029,710 8,179,209

The amount of other receivables expected to be recovered after more than one year is

HK$ 854,927 (2024: HK$27,233).

Statutory deposits

w&

As at 31 December 2025, the Group and the Company has deposited with a bank amounting
to HK$76,014,859 (2024: HK$60,387,239) pursuant to section 35(1) and 35A of the HKIO.

All of the statutory deposits are expected to be recovered after more than one year.
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Cash and cash equivalents and other cash flow information

Cash and cash equivalents comprise:

Cash at bank and on hand

Time deposit with original maturity less than 3 months

Cash and cash equivalents in the consolidated cash

flow statement

2025 2024
HK$ HK$
17,329,557 14,844,704
16,992,807 56,113,247
34,322,364 70,957,951

Reconciliation of liabilities arising from financing activities:

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

statement as cash flows from financing activities.

Lease liabilities
At 1 January
Changes from financing cash flows:

Capital element of lease rentals paid
Interest element of lease rentals paid

Total changes from financing cash flows

Other changes:

Increase in lease liabilities from entering into new
leases during the year

Exchange revaluation

Finance costs

Total other changes

At 31 December

49

2025 2024
HK$ HK$
2,920,100 3,280,746
(3,552,412) (3,481,812)
(109,084) (110,091)
(3,661,496) (3,591,903)
2,284,214 3,175,034
- (53,868)

109,084 110,091
2,393,298 3,231,257
1,651,902 2,920,100
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Cash and cash equivalents and other cash flow information (continued)

Total cash outflow for leases

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

Within operating cash flows
Within financing cash flows

Interest in a subsidiary

Unlisted shares, at cost

2025 2024
HK$ HK$
3,661,496 3,591,903
3,661,496 3,591,903
2025 2024
HK$ HKS$
26,000 26,000

Al Financial Technology Company Limited { "EESRMRBIHEIRAT" ) (‘the Subsidiary”), is
100% owned by the Company. The class of shares held by the Company is registered
capital. The total paid-up share capital of the subsidiary is HK$26,000. The Subsidiary’s
principal place of business and place of incorporation is in Republic of China (Taiwan). Its

principal activity is technology consulting.

Due from the holding company and fellow subsidiaries

The amounts due are unsecured, interest-free and repayable on demand.

Insurance and reinsurance contracts

Insurance contracts

Insurance contract liabilities

Reinsurance contracts

Reinsurance contract assets
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At At

31 December 31 December
2025 2024

3 $
129,995,295 92,643,368
103,909,016 46,447,075
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156 Other payables

Other payables

OneDegree Hong Kong Limited
Consolidated financial statements for the year ended 31 December 2025

2025
HK$

22,410,659

2024
HK$

21,166,847

All other payables are expected to be settled within one year.

Lease liabilities

The following table shows the remaining contractual maturities of the Group’s lease liabilities
at the end of the current and previous reporting period:

2025 2024
Present Present
value of the value of the
lease Total lease lease Total lease
payments payments payrents payments
HK$ HK$ HK$ HK$
Within 1 year 1,179,955 1,226,982 2,761,604 2,802,351
After 1 year but within 2 years 415,779 419,860 42 890 46,085
After 2 years but within & years 56,168 57,176 115,606 119,054
After 5 years - - - -
471,847 477,036 158,496 165,138
1,651,902 1,704,018 2,920,100 2,967,490
Less: total future interest
expenses ) {52,116) (47,390)
Present value of lease
liabilities

1,661,902
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19

OneDegree Hong Kong Limited
Consolidated financial statements for the year ended 31 December 2025

Share capital
Note 2025 2024
No. of shares HK$ No. of shares HK$

Ordinary shares issued

and fully paid:
At 1 January 481,662,500 481,662,500 431,662,500 431,662,500
Issue of shares during

the year (a) - - 50,000,000 50,000,000
At 31 December 481,662,500 481,662,500 481,662,500 481,662,500

(a) During 2025, the Company did not issue any new ordinary shares (2024: 50,000,000
ordinary shares for HK$50,000,000} to its holding company, AIFH.

Reserves
Share option reserve

Share option reserve represents the share based payments recognised relating to the share
options granted under a share option scheme of parent company, AlFH, which are dealt with
in accordance with the accounting policies adopted for share-based payment transactions.

Exchange reserve

Exchange reserve of the Group comprises all foreign exchange differences arising from
translation of the financial statements of the Group’s subsidiary. The reserve is dealt with in
accordance with the accounting policies as set out in note 1(n) to the consolidated financial
statements.

Share option scheme

AlFH adopted a share option scheme (the “Scheme”). The purpose of the Scheme is to
attract, motivate, retain, compensate and reward the loyalty of key valued employees,
consultants and advisers of AIFH and its subsidiaries (together the “Participant”), and
encourage share ownership in AIFH by those who meet the eligibility criteria and to provide
an incentive for their continued employment in or provision of services to AIFH or its
subsidiaries and contribution to the progressive growth and expansion of AIFH and its
subsidiaries. The Scheme allows the Participants to exercise the options to subscribe
shares of AlFH.

Options granted under the Scheme may generally be exercised according to the exercise
period as follows:

(a) 25% of the options granted are exercisable after the expiry of 12-month period; and
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OneDegree Hong Kong Limited
Consolidated financial statements for the year ended 31 December 2025

19 Share option scheme (continued)

(b) an additional 1/48" of the options granted are exercisable on the last day of each
month thereafter, and be exercised by:

()  a Participant:

a.  atany time during his employment with, or during the subsistence of any
contract or arrangement for the provision of services to, AIFH or its
subsidiary; and

b.  until the date that is 1 year after the resignation, cessation or termination of
employment or other service relationship of that Participant with AlIFH or its
subsidiary; or

(i) a personal representative(s) of a Participant until the date that is 1 year after the
death of that Participant.

The fair value of equity-settied share options granted during the year was estimated as at the
date of grant based on the market value at grant date.

The estimate of the fair value of the share options on the grant dates are based on the
subscription price of each share of AIFH of the most recent fund raising activity. The
subscription price of each share in the most recent fund raising activity before the dates of
grant is deemed to be the fair value of each share of AIFH at the dates of grant. The fair
value of each share option at the dates of grant is the difference between the fair value of
each share of AIFH and the exercise price of each option.

2025 2024
Weighted average share price (Par Value) 0.0001 0.0001
Weighted average exercise price 0.0001 0.0001

It is assumed that the effect of volatility is immaterial, given the exercise price is close to
zero. ltis also assumed that there will not be dividend declared for the shares.

Total expense in relation to share-based payment transactions under the Scheme

recognised in the consolidated statement of profit or loss and other comprehensive income
for the year was HK$11,238,334 (2024: HK$5,796,698).
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Consoiidated financial statements for the year ended 31 December 2025

19 Share option scheme (continued)

Share options were granted under a service condition. This condition has not taken into
account the grant date fair value measurement of the services received. There were no
market conditions associated with the share option grants.

Movements of share options granted to employees of the Group during the year are as
follows:

2025 2024
Weighted Weighted
average Number of average Number of
exercise price options  exercise price options

QOutstanding at the beginning

of the year 3 0.0001 302,772,576 % 0.0001 251,374,416
Granted 3 ﬁ.0001 78,010,000 $ 0.0001 59,689,997
Exercised $ 0.001 {12,653,072) 3 0.0001 {1,257, 458)
Forfeited $ 0.0001 {16,828,185) $ 0.0001 {7,034,379)
QOutstanding at the end of the

year $ 0.0001 351,301,319 % 0.0001 302,772,576
Exercisable af the end of the

year $ 0.0001 279,354,291 §% 0.0001 204,911,902

The options outstanding at 31 December 2025 had a weighted average exercise price of
HK$0.0001 (2024: HK$0.0001). As long as a participant has a contract or arrangement for
the provision of service to AIFH or its subsidiaries, the pariicipant may exercise vested share
options at any time. There is no expiry of vested share options unless a participant
terminates employment or other service relationship with AIFH or its subsidiary. Given the
turnover rate of the Group is low, there is no time limit on the remaining contractual life of
share options.
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20 Related party transactions

21

In addition to the transactions/information disclosed elsewhere in these consolidated financial
statements, during the year, the Group had the following transactions with related parties:

Related party relationship Nature of transaction 2025 2024
HK$ HK$
Key management Compensation

personnel, including the Short-term employee

directors benefits 967,350 939,600
Post-employment

benefits - -
Total compensation 967,350 939,600
Fellow subsidiaries Service fees 3,107,520 2,514,240

During the year, the Group paid OneDegree Global (SG) PTE. LTD. HK$3,107,520 (2024:
HK$2,514,240), for system supporting services.

Capital management

The Group's primary objectives when managing capital are to safeguard the Group's ability
to continue as a going concern, and to satisfy regulatory solvency requirements, so that it
can continue to provide returns for shareholders, by pricing products and services
commensurately with the level of risk and by securing access to finance at a reasonable
cost.

The Company's statutory solvency requirements in respect of its general insurance business
are set out in the Insurance Ordinance. The Company complied with these externally
imposed solvency requirements for both 2025 and 2024.

The Company actively and regularly reviews and manages its capital structure to maintain a
balance between the higher shareholder returns and the advantages and security afforded
by a sound capital position and adjusting the capital structure in the light of changes in
economic conditions,
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OneDegree Hong Kong Limited
Consolidated financial statements for the year ended 31 December 2025

Information about the benefits of the directors

The following disclosures are presented pursuant to section 383 of the Hong Kong
Companies Ordinance.

Directors’ remuneration

Directors’ remuneration disclosed pursuant to section 383 of the Hong Kong Companies
Ordinance is as follows:

Qualifying services
Other services
in connection
with the
management
As a director of the affairs Total
HK3$ HK$ HK$
Year ended 31 December 2025
Emoluments - 967,350 967,350
Retirement benefits - - -
- 967,350 967,350
Year ended 31 December 2024
Emoluments - 939,600 939,600
Retirement benefits - - -
- 939,600 839,600

Loans, quasi-loans and other dealings in favour of the directors

There are no loans, quasi-loans or other dealings in favour of the directors of the Company
that were entered into or subsisted during the year.

Directors’ material interests in transactions, arrangements or contracts
After consideration, the directors are of the opinion that no transactions arrangements and
contracts of significance in relation to the Company’s business to which the Company was a

party and in which a director of the Company had a material interest, whether directly or
indirectly, subsisted at the end of the year or at any time during the year.
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23 Statement of financial position of the Company

OneDegree Hong Kong Limited

Consolidated financial statements for the year ended 31 December 2025

Pursuant to the Hong Kong Companies Ordinance, the statement of financial position of the
Company as at 31 December 2025 is set out below:

Assets

Property, plant and equipment
Intangible asset

Statutory deposits

Interest in a subsidiary
Reinsurance contract assets
Trade and other receivables
Due from the holding company
Due from fellow subsidiaries
Cash and cash equivalents

Total assets

Liabilities

Trade and other payables

Due to subsidiary

Insurance contract liabilities
Lease liabilities

Provision for reinstatement cost

Total liabilities

NET ASSETS

59

Note

12

2025 2024

HK$ HK$
1,810,032 2,917,913
5,703,684 12,674,584
76,014,859 60,387,239
26,000 26,000
103,909,016 46,447,075
11,966,035 8,114,710
56,237 53,667
7,666,134 4,408,045
34,268,333 70,854,829
241,421,230 205,882,062
21,877,313 20,634,972
478,519 478,519
129,995,295 92,643,368
1,489,112 2,719,716
399,152 399,152
154,239,391 116,875,727
87,181,839 89,006,335




OneDegree Hong Kong Limited
Consolidated financial statements for the year ended 31 December 2025

23 Statement of financial position of the Company (continued)

Capital and reserves

Share capital

Share option reserve
Exchange reserve
Accumulated losses

TOTAL EQUITY

Note 2025 2024
HK$ HK$

481,662,500 481,662,500
54,205,765 43,035,039

(280,293) (1,973,134)

(448,406,133)  (433,718,070)

87,181,839 89,006,335

Approved and authorised for issue by the Board of Directorson 3 I APR 2076

NE g

KWOCK Yin Lun '
Director

WA

LEUNG Alexandéf Te Yuen
Director
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Balance at
1 January 2024

Loss for the year ended
31 December 2024

Exchange differences on foreign
representative office

Other comprehensive income
for the year

Total comprehensive income
for the year

Issue of share capital (Note 17)
Equity-settled share-based
payment transactions (Note 19)

Total transactions with owners

Balance at
31 December 2024 and
1 January 2025

Loss for the year ended
31 December 2025

Exchange differences on foreign
representative office

Other comprehensive income
for the year

Total comprehensive income
for the year

Issue of share capital (Note 17}
Equity-settled share-based
payment transactions (Note 19)

Total transactions with owners

At 31 December 2025

24 Statement of changes in equity of the Company

OneDegree Hong Kong Limited
Consolidated financial statements for the year ended 31 December 2025

Share Share opfion Exchange  Accumulated

capital reserve reserve losses Total

HK$ HKS HK$ HKS HK$

(Note 17) {Note 18a) (Note 18b)

431,662,500 37,133,214 704,868 (383,212,619} 86,287,963
- - - (50,505,451} {50,505,451)
“ - (2.678,002) - (2,678,002)
- - (2,678,002} - {2,678,002)
- - (2,678,002} (50,505,451) (53,183,453)

50,000,000 - - - 50,000,000
- 5,901,825 - - 5,901,825
50,000,000 5,001,825 - - 55,901,825
481,662,500 43,035,039 (1,973,134} (433,718,070} 80,006,335
- - - (14,688,083) {14,688,063)

- - 1,692,841 - 1,692,841

- - 1,692,841 - 1,692,841
- - 1,692,841 (14,688,063) (12,995,222)

- 11,170,726 - - 11,170,726

- 11,170,726 - - 11,170,726
481,662,500 54,205,765 (280,293) (448,406,133} 87,181,839
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OneDegree Hong Kong Limited
Consolidated financial statements for the year ended 31 December 2025

Possible impact of amendments, new standards and interpretations issued but
not yet effective for the year ended 31 December 2025

Up to the date of issue of these consolidated financial statements, the HKICPA has issued a
number of amendments and not yet effective for the year ended 31 December 2025 and
which have not been adopted in these consolidated financial statements. These include the
following which may be relevant to the Group.

Effective for
accounting periods
beginning on or after

Amendments to HKFRS 9, Financial instruments and HKFRS 7, 1 January 2026
Financial instruments: disclosures - Amendments fo the
classification and measurement of financial instruments

Annual improvements to HKFRS Accounting Standards - Volume 11 1 January 2026
HKFRS 18, Presentation and disclosure in financial statements 1 January 2027

The Group is in the process of making an assessment of what the impact of these
amendments, new standards and interpretations is expected to be in the period of initial
application. So far the Group has concluded that the adoption of them is unlikely to have a
significant impact on the consolidated financial statements except for the following:

HKFRS 18, Presentation and disclosure in financial statements

HKFRS 18 will replace HKAS 1 Presentation of financial statements and aims to improve the
fransparency and comparability of information about an entity’s financial statements. HKFRS
18 is effective for annual reporting periods beginning on or after 1 January 2027 and is to be

applied retrospectively.

Amang other changes, under HKFRS 18, entities are required to classify all income and
expenses into five categories in the statement of profit or loss, namely the operating,
investing, financing, discontinued operations and income tax categories. Entities are also
required to provide specific disclosures about management-defined performance measures
in a single note in the financial statements.

The Group does not plan to early adopt HKFRS 18 and is still in the process of assessing the
impact of the adoption.
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