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Chairman’s Statement

ETRE®/E

Dear Shareholders,

On behalf of the board (the “Board”) of directors (the “Directors”)
of Kangda International Environmental Company Limited (the
“Company”) together with its subsidiaries (collectively, the “Group”),
| am pleased to present the annual report of the Group for the year
ended 31 December 2025 to you.

RESULTS REVIEW

Throughout the year, the Group maintained a prudent approach in
operation, which strictly controlled costs, while capitalizing on the
domestic interest rate downtrend cycle to optimize debt conditions
and reducing liabilities through the disposal of underperforming
projects. It effectively managed operating expenses and substantially
lowered administrative and financing costs. Consequently, profit
attributable to owners of the parent for the year increased by 41.2% to
RMB237.3 million compared with last year.

To conclude, in 2025, the Group continued to focus on Urban Water
Treatment. Total revenue for the year was RMB2,426.9 million,
representing an increase of 7.3% year-on-year, with Urban Water
Treatment accounting for 93.4% of the total. Driven by an increase in
project upgrading and renovation projects during the year, revenue
from construction services increased by 92.8% to RMB512.8 million
compared to last year. The wastewater treatment operation had been
developing steadily, as the wastewater treatment plant operated at a
high utilization rate of 84%. The actual wastewater treatment volume
for the year was 1,247.6 million tonnes, representing a slight decrease
from the previous year due to the disposal of the project. Revenue
from operations decreased by approximately 4.3% compared to last
year, primarily due to reduced operational revenue from Rural Water
Improvement and the disposal of Urban Water Treatment projects.
Since the proportion of revenue from construction services, which carry
relatively lower gross margins, increased during the year, the overall
gross margin for the year stood at 44.9%, representing a decrease of
approximately 3.3 percentage points from 48.2% last year. Gross profit
for the year amounted to RMB1,090.6 million, showing a slight increase
of 0.1% compared to last year.
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By restructuring its management system and streamlining its workforce,
the Group reduced its administrative expenses to RMB246.8 million,
representing a decrease of RMB37.2 million, approximately 13.1%
compared to last year. In terms of financing activities, the Group
capitalised on the downward interest rate cycle to optimise its financing
portfolio, resulting in a decrease of average borrowing rate for the year
by 0.8 percentage points to 4.7% compared to last year. Combined
with the reduction in total liabilities arising from project disposals,
financing costs for the year amounted to approximately RMB446.8
million, representing a substantial decrease of RMB97.4 million (17.9%)
from approximately RMB544.2 million last year. This constituted one of
the primary drivers behind the increase in net profit for the year. As at
31 December 2025, the Group's total interest-bearing debt amounted
to RMB9,336.7 million (as at 31 December 2024: RMB9,610.3 million).

During the year, the management continued to optimize the Group's
operating cash flow and balance sheet. Net operating cash inflow of
RMB681.1 million was recorded for the year, representing an increase
of approximately 69.0% compared to last year, setting a new annual
record for the Group. The balance sheet was optimized significantly
and the balance sheet ratios improved continuously. As at December
31 2025, the Group's gearing ratio was 66.2% (as at December 31 2024:
68.6%). The current ratio remained stable at 1.31 (as at 31 December
2024:1.32).

During the year, 16 departments including the Ministry of Ecology and
Environment and the National Development and Reform Commission
issued the Implementation Opinions on Strengthening Scientific
and Technological Innovation in the Ecological Environment Field
to Promote the Construction of a Beautiful China* ({8 5 il 5& & #&
REEIMZREF HBHEEPEEZRNEMRE R)), setting the
goal of significantly enhancing the overall efficiency of the innovation
system in the ecological environment field by 2035. Subsequently, the
National Development and Reform Commission and the State Council
issued the Action Plan for the Protection and Construction of Beautiful
Rivers and Lakes (2025-2027)* ({ZERE W IR E EZE R 1T 8) 7 % (2025-
2027 % ))), the Opinions on Continuing to Promote Urban Renewal
Actions* KR IFEHEHR T EFH 178 A ZE 7)), the Opinions on
Comprehensively Advancing River Protection and Management*
(ER 2 E#EE TN RESIEHNE R)), the Opinions on Promoting
High-Quality Urban Development* ({BERHEBH T e mEZERNE
&), the Measures to Further Promote the Development of Private
Investment* (B —FRERMBIREZE R E THEIE)) and other
policy documents, which outlined tasks such as strengthening the
collection, treatment, and reuse of domestic wastewater, as well as the
construction and renovation of sludge treatment and disposal facilities,

and accelerating the establishment of an integrated construction

*  For identification purposes only
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and operation mechanism for wastewater treatment plants. They also
promote comprehensive coverage of urban domestic wastewater
networks and ensure compliance with pollutant discharge standards,
thereby safeguarding the health and stability of aquatic ecosystems
and enhancing the quality of the living environment. At the same time,
these measures encourage and support private capital to participate in
infrastructure development, which will be supported through increased
central budget allocations and the issuance of local government
special bonds, actively supporting more eligible private investment
projects to issue infrastructure-related real estate investment trusts
(REITs), increasing the proportion of government contract advance
payments to private enterprises, and providing financing support for
infrastructure projects including wastewater treatment. The Group
is confident that the wastewater treatment industry will continue to
develop healthily.

DEVELOPMENT STRATEGY AND FUTURE
OUTLOOK

The Group will continue to enhance the profitability of existing
projects through comprehensive cost management, while deepening
energy-saving and consumption-reduction measures. We will
promote intelligent control models to reduce pharmaceutical and
electricity consumption costs, achieve efficiency gains through
workforce optimisation, and actively pursue reasonable adjustments
to wastewater treatment pricing, thereby increasing group revenue
and improving gross profit margins. The Group will make full use
of the national policies supporting private enterprises, make every
effort to collect and resolve accounts receivable, and seek and
promote diversified solutions, including seeking local governments
or government-related enterprises to repurchase inefficient projects,
while reducing the Group's financial burden and interest expenses. The
Group will also actively promote a professional asset-light operation
model and actively expand its operation and technical consulting
services. The Group believes that the above measures will increase
revenue and profits in the long run, enhance operating cash flow, and
create greater value for shareholders.

Finally, I would like to take this opportunity to express our gratitude to
all the Shareholders and all the collaborative partners of our Group for
their dedicated support to the Group's development, and also to all
staff of our Group for their endeavors and contributions made during
the year.

Du Lin Dong
Chairman

Hong Kong, 19 March 2026
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Management Discussion and Analysis

BEEENWE D

BUSINESS REVIEW

During the year ended 31 December 2025 (the “Reporting Period”),
the Group's principal business activities remained focusing on the
Urban Water Treatment, followed by the on-hand projects of Water
Environment Comprehensive Remediation and the Rural Water
Improvement.

The scope of Urban Water Treatment includes the design, construction,
upgrade and operation of wastewater treatment plants (the “WTPs"),
reclaimed water treatment plants (the "RWTPs"), sludge treatment
plants (the “STPs”), water distribution plants (the “WDPs"), and in the
operation and maintenance of wastewater treatment facilities entrusted
by governments (the "O&M"). The Group's business has covered the
overall industry chain in Urban Water Treatment industry by executing
contracts of Build-Operate-Transfer (“BOT"), Transfer-Operate-
Transfer (the “TOT"), Public-Private-Partnership (the “PPP"), Build-
Own-Operate (the "BOO"), Engineering-Procurement-Construction
(the "EPC") and O&M. The Group had 103 service concession
arrangement projects under operation while its operational treatment
capacity was over 4 million tons per day as at 31 December 2025.

The scope of Water Environment Comprehensive Remediation includes
river harnessing and improvement, foul water body treatment and
sponge city construction. The Group engages in Water Environment
Comprehensive Remediation by executing previously signed contracts
of PPP and EPC.

The scope of Rural Water Improvement includes the construction
and operation related to “the Water Environment Facilities of
Beautiful Village” such as: wastewater treatment facilities and pipeline
construction for collecting wastewater so as to achieve rural living
environment improvement. The Group started to carry out this
business since 2016 by executing the contracts of PPP.

In the future, the Group will continuously focus on the business of
Urban Water Treatment to get steady cash flows and invest in high-
quality, value-adding upstream and downstream businesses of water
industry. The Group is very confident about the Group's prospects and
future profitability and we will dedicate more efforts to enhance the
profitability and effectiveness of the Group.
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1.1 Urban Water Treatment
As at 31 December 2025, the Group had entered into a total of
106 service concession arrangements projects, including 100
wastewater treatment plants, 1 water distribution plant, 3 sludge
treatment plants and 2 reclaimed water treatment plants. The
Group will further expand its Urban Water Treatment chain in the
future, in order to improve its profitability and competitiveness.

1.1 WEKK
R-Z-_RE+-_A=+—H8 K&£E
HET 106 EARBIFFEELHEE -
B IE 10015 7K BEE R R ~ 1A 7Kg - 3
MBS IR &2 BB A KEER - &
R G B B B — SRR IR KT
WEXHE ERAFMEIEBEF IR

ﬂ' o
Analysis of the Group's projects on hand as at 31 December 2025 AEER_ZE-_AF+_A=+—8B&
is as follows: WEEBE AT
Daily
Daily reclaimed Daily
wastewater  Daily water water sludge
treatment distribution  treatment  treatment
capacity capacity capacity capacity Total
EPEES Atk ABEXK AR
EEEND Bh  RE®SN REEN At
(Tonnes) (1)
In operation Eam 4,039,500 - 65,000 550 4,105,050
Not yet start operation/ WARBEE/ HABR
Not yet transferred 80,500 30,000 - - 110,500
Total a5t 4,120,000 30,000 65,000 550 4,215,550
(Number of projects) (BE&E)
In operation EEH 98 - 2 3 103
Not yet start operation/ MARBEE/ HABR
Not yet transferred 2 1 - - 3
Total a5t 100 1 2 3 106

REBRBRRRARAR / —T-_RFERE



10

Management Discussion and Analysis

BEEENWE D

Actual
processing
volume during
the year ended

Number of Treatment 31 December
projects capacity 2025
BZE
—E-RE
+=—A=+—H
IHFER
HEHE EEE ERREE
(Tonnes/Day)  (Million Tonnes)
(W8, R) (B&H)
Wastewater treatment services 5K EE R
Shandong IS 44 1,190,000 364.0
Henan A 22 1,040,000 309.4
Heilongjiang L=l 6 425,000 131.2
Shanxi iTié) 2 350,000 118.6
Zhejiang i pan 2 250,000 86.4
Guangdong B® 3 190,000 63.5
Anhui Z 2 160,000 53.0
Jiangsu JLER 5 100,000 36.1
Other provinces/municipalities* Hibd  BE#EmH* 14 415,000 85.4
100 4,120,000 1,247 .6
Water distribution services ok BR 7 1 30,000 -
Reclaimed water treatment BEKEBERE
services 2 65,000 4.5
Total a5t 103 4,215,000 1,252.1
Sludge treatment services 55 EE R 3 550 =
Total CEL 106 4,215,550 1,252.1
4 Other provinces/municipalities include Beijing, Tianjin, Hebei, Jilin, Liaoning, & HihE EHEMEEILRE K2 dd - HH o E

Shaanxi, Sichuan and Fujian.
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1.1.1 Operation Services 1.1.1 EE R
As at 31 December 2025, the Group had 98 wastewater R-_EBE-_RAF+_-_A=+—8"
treatment projects, 2 reclaimed water treatment projects N8 B 7E B A3 7 98 8

and 3 sludge treatment projects in operation in Chinese
mainland. Total daily treatment capacity of wastewater
treatment plants, reclaimed water treatment plants, and
sludge treatment plants in operation for the year ended
31 December 2025 reached 4,039,500 tonnes (2024:
4,089,500 tonnes), 65,000 tonnes (2024: 65,000 tonnes),
and 550 tonnes (2024: 550 tonnes), respectively. For the
year ended 31 December 2025, the annualized utilization
rate for wastewater and reclaimed water treatment plants
in operation was approximately 84% (2024: 85%). The
actual average water treatment tariff for the year ended
31 December 2025 was approximately RMB1.62 per tonne
(2024: approximately RMB1.60 per tonne).The actual
aggregate processing volume for the year ended 31
December 2025 was 1,252.1 million tonnes, representing a
decrease of 2% compared to the same period last year (year
ended 31 December 2024: 1,278.4 million tonnes).

Total operation revenue of the Group’s Urban Water
Treatment services recorded for the year ended 31
December 2025 was RMB1,167.8 million, representing
a decrease of approximately 1% as compared to the
same period of last year (year ended 31 December 2024:
RMB1,176.2 million). The corresponding decrease was
primarily due to the disposal of service concession projects
in the Reporting Period.

1.1.2 Construction Services

The Group entered into a number of service concession
arrangements under BOT, BOO and PPP contracts in
relation to its Urban Water Treatment business. Under the
International Financial Reporting Interpretation Committee
12 Service Concession Arrangements, the Group recognises
the construction revenue with reference to the fair value of
the construction service delivered in the building phase.
The fair value of such service is estimated on a cost-
plus basis with reference to a prevailing market rate of
gross margin at the inception date of service concession
agreement. Construction revenue from BOT, BOO, PPP
and EPC projects is recognized by using the percentage-of-
completion method.
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For the year ended 31 December 2025, construction
revenue was recognised for 16 projects, including 14
wastewater treatment plants, 1 water distribution plant,
and 1 sludge treatment plant, which were mainly located in
Shandong, Shanxi, and Heilongjiang provinces in Chinese
mainland. Total construction revenue of those projects for
the year ended 31 December 2025 was RMB394.0 million,
representing a year-on-year increase of approximately 57%
(year ended 31 December 2024: RMB251.2 million). The
corresponding increase was primarily due to the increase
in construction work of new upgrade projects. As at 31
December 2025, the total daily treatment capacity of the
service concession arrangements plants, which were still in
the construction stage, was 30,500 tonnes, including 500
tonnes of wastewater treatment plant and 30,000 tonnes of
water distribution plant.

1.2 Water Environment Comprehensive Remediation

In the year of 2025, the Group continued to devote efforts
to implementing the existing projects of Water Environment
Comprehensive Remediation. The Group devoted efforts to
lower the risk and enhance the reasonable profit for the existing
projects. The Group will integrate resources to execute the Water
Environment Comprehensive Remediation projects under the
contracts of EPC and O&M.

The Group had 6 Water Environment Comprehensive
Remediation projects under construction during the year
ended 31 December 2025. The projects were mainly located in
Heilongjiang and Henan provinces in Chinese mainland. For the
year ended 31 December 2025, total revenue of those projects
was RMB136.3 million, representing a significant increase as
compared to the same period last year (year ended 31 December
2024: RMB22.1 million). The corresponding increase was primarily
due to the execution of newly signed EPC projects.
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1.3 Rural Water Improvement

The Group had 2 Rural Water Improvement projects during the
year ended 31 December 2025. The projects were located in
Guangdong province in Chinese mainland. For the year ended
31 December 2025, total revenue of those projects was RMB23.3
million, representing a year-on-year decrease of approximately
70% (year ended 31 December 2024: RMB78.9 million). The
corresponding decrease was primarily due to the decrease in the
construction and operation revenue.

FINANCIAL ANALYSIS

Revenue

For the year ended 31 December 2025, the Group recorded a revenue
of RMB2,426.9 million, representing an increase of approximately 7% as
compared to the previous corresponding period of RMB2,261.3 million.
The increase was mainly due to the increase in construction work of
new upgrade projects of Urban Water Treatment and the execution
of newly signed EPC projects of Water Environment Comprehensive
Remediation, which result in the increase in construction revenue.

Cost of Sales

The Group’s cost of sales for the year ended 31 December 2025
amounted to RMB1,336.3 million, including construction costs of
RMB420.3 million and operation costs of water treatment plants of
RMB916.0 million, representing an increase of approximately 14% as
compared to the previous corresponding period of RMB1,172.3 million.
The increase was mainly due to the increase in construction costs of
new upgrade projects of Urban Water Treatment, and the increase in
construction cost of newly signed EPC projects of Water Environment
Comprehensive Remediation.

Gross Profit Margin

For the year ended 31 December 2025, the Group's gross profit margin
was approximately 45%, representing a decrease of 3 percentage
points as compared to the previous corresponding period of
approximately 48%. The decrease was primarily due to the increase in
the proportion of construction revenue.
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Other Income and Gains

The Group recorded other income and gains of RMB89.3 million
for the year ended 31 December 2025, representing an increase
of approximately 34% as compared to the previous corresponding
period of RMB66.8 million. The amount for the Reporting Period
primarily included government grants of RMB32.7 million, which
mainly comprised of VAT refund under “Notice on the Issuing of the
Catalogue of Value-Added Tax Preferences for Products and Labor
Services Involving the Comprehensive Utilization of Resources (Cai Shui
[2015] No. 78)"* (FARENECERERE N A EMmM B BB ETEE B )
7938 A0 (A1 %X [2015] 78 57 32)) and grants for environmental protection,
interest income of RMB12.5 million from loans to a third party, a joint
venture, and an associate.

Administrative Expenses

The Group's administrative expenses for the year ended 31 December
2025 was RMB246.8 million, representing a decrease of approximately
13% as compared to the previous corresponding period of RMB284.0
million. The decrease was mainly due to the Group's adoption of
refined management, optimization of internal management processes
and strict control of non-essential expenses.

Other Expenses

Other expenses for the year ended 31 December 2025 was RMB137.5
million, representing a significant increase as compared to the previous
corresponding period of RMB88.3 million. The increase was mainly due
to the losses on disposal of subsidiaries to facilitate capital recovery.

Finance Costs

The Group's finance costs for the year ended 31 December 2025 was
RMB446.8 million, representing a decrease of approximately 18% as
compared to the previous corresponding period of RMB544.2 million.
The decrease in finance costs was mainly due to the decrease in
average borrowing rate of 0.79 percentage points as compared to the
previous corresponding period, and the decrease in average balance
of interest-bearing bank and other borrowings. The average interest
rate for the Reporting Period was 4.72%.

Share of Profits and Losses of Associates

The Group's share of profits of associates for the year ended 31
December 2025 was RMBO0.8 million, representing a minor decrease
as compared to the share of profits of associates of RMB1.1 million
in the previous corresponding period. The Group will further execute
practical ways to reduce the losses brought by the associates.

* For identification purposes only
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Share of Profits and Losses of Joint ventures

Share of losses of joint ventures for the year ended 31 December
2025 was RMB4.3 million, representing a minor increase as compared
to share of losses of joint ventures of RMB3.1 million in the previous
corresponding period. The Group will further execute practical ways to
reduce the losses brought by the joint ventures.

Income Tax Expense

Income tax expense for the year ended 31 December 2025 included
the current PRC income tax of RMB53.6 million and deferred tax
expenses of RMB47.3 million, which were RMB37.4 million and
RMB28.0 million for the previous corresponding period, respectively.
The Group's effective tax rate for the year ended 31 December 2025
was approximately 29%, representing an increase of 1 percentage point
as compared with approximately 28% for the previous corresponding
period, which was mainly due to the increase in effect of tax effect of
disposal of subsidiaries.

TEEELEBIREE
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Financial Receivables B EWFIE
As at
"
31 December 31 December
2025 2024
—E-RF —EMEF
+=—A=+—-H +-A=+—H
RMB’000 RMB'000
ARET T ARET T
Receivables for service concession PR 745 R R 48 & e HEFE R IE
arrangements 11,504,306 11,673,981
Portion classified as current DA S (1,976,967) (2,041,985)
Non-current portion SEAN A AL 9,527,339 9,631,996

As at 31 December 2025, the Group's financial receivables of
RMB11,504.3 million (31 December 2024: RMB11,674.0 million)
decreased by RMB169.7 million, which was mainly due to the increase
in the portion transferred to service concession intangible assets, and
subsidiaries disposed, which were partially offset by the increase in
financial receivables which were reclassified from contract assets once
the construction and upgrade period is ended for the water treatment
projects.
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Contract Assets EHNEE
As at
"
31 December 31 December
2025 2024
—E_RHE —ZE-OE
+=—A=+—-H +-A=+—H
RMB’000 RMB'000
ARET T ARET T
Contract assets BHEE 484,661 545,787
Portion classified as current D AREAEE Y (87,929) (53,057)
Non-current portion JEBNERER 7 396,732 492,730

As at 31 December 2025, the Group's contract assets of RMB484.7
million (31 December 2024: RMB545.8 million), decreased by RMB61.1
million, mainly due to the net impact of reclassification from contract
assets to financial receivables and the increase of construction of the
Group's projects under BOT, PPP, and EPC contracts.

Trade and Bills Receivables

As at 31 December 2025, the Group's trade and bills receivables of
RMB3,004.7 million (31 December 2024: RMB3,169.7 million) mainly
arose from the provision of wastewater treatment and sludge treatment
services for Urban Water Treatment projects, construction services
for the Group's Water Environment Comprehensive Remediation
projects, and the construction and operation services for Rural
Water Improvement projects. The balance decreased by RMB165.0
million, mainly due to (i) the decrease in Urban Water Treatment
projects receivables of approximately RMB313.5 million, (ii) the net
increase of Water Environment Comprehensive Remediation projects
receivables of approximately RMB101.5 million, which included EPC
and BT project receivables of approximately RMB197.1 million arising
from the progress billing and cash collection from EPC projects of
approximately RMB95.6 million.

Prepayments, Other Receivables and Other Assets

As at 31 December 2025, the Group’s prepayments, other receivables
and other assets of RMB850.7 million (31 December 2024: RMB779.4
million) increased by RMB71.3 million, mainly arising from the increase
in prepayments and deposits of approximately RMB15.5 million related
to the construction of wastewater treatment plants, the increase in
deductible input VAT of approximately RMB20.6 million, and the increase
in other operational receivables of approximately RMB52.4 million.
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Cash and Cash Equivalents

RekBEEEY

As at 31 December 2025, the Group's cash and cash equivalents of WRZZE_RAF+_-_A=+—H AEERE
RMB259.0 million (31 December 2024: RMB177.1 million) increased KRR EEEWM/ARK2090B8E T (ZF
by RMB81.9 million as compared with that as at the end of previous ZPUF+=ZA=+—H: ARK177188
period. The increase was due to the increase in cash inflows in 7o) ' REAFHRIEMARKSIIOBE T ° %

operating activities of the Group.

ENEIBRANAEBERIDHRDRA
S INFTE -

For the year ended 31 December
BEt-A=t—BHLEE

2025 2024

g 7 S —Z-pEF

RMB’000 RMB'000

AR TR ARBFIT

Net cash flows from operating activities!” REEBPEREREFED 681,140 403,143

Net cash flows from investing activities KEEZHMERESREFE 7,298 151,770

Net cash flows used in financing activities REEZHMARESREFE (606,537) (626,024)
Net increase/(decrease) in cash and Re MBS EWE I, ORL)

cash equivalents FEE 81,901 71,111)

Effect of foreign exchange rate changes HINEE [EE R S B A 2 & (46) (153)

Cash and cash equivalents at beginning

RETNBREE LR EHFEY

of the period 177,096 248,360
Cash and cash equivalents at end REHRRERFSEEY

of the period 258,951 177,096
Cash and cash equivalents attributable toa (A A FEK L EH B E(HHY

disposal group classified as held for sale RekBLEFEY = (54,938)
Cash and cash equivalents as stated in the ~ Bf AR R ARTFIE € &

statement of financial position ReEEY 258,951 122,158

Note:

MaE -

1 For the year ended 31 December 2025 and 2024, the Group invested RMB199.9 1 BE_Z_RAFER-_Z-_MNEF+_A=1+—HIt%F

million and RMB165.1 million, respectively, in the Group's BOT/TOT and PPP B AEBERBOT/TOTRPPPIHAE D RIIRE AR
projects. Such investments were accounted for as cash flows used in operating BA1DIBBTRARKI1GIBET - ZERER
activities. Under the relevant accounting treatment, part of such cash outflows AELFHIARSTE - BRIBEHEBSITER &
used in operating activities was used to form the non-current portion of financial EEHMALS RS RETIRARERAEEEE I
receivables and contract assets in the Group's consolidated statement of financial BIRRARAEREYHIERE NEERIEENERS -
position. For the year ended 31 December 2025 and 2024, the Group would have HE_Z_AFR-_T_NF+_A=+—HILF
incurred cash inflows of RMB881.0 million and RMB568.2 million, respectively, if & - M ANE B R BOT/TOT R PPPE I A& & W &
the Group's investments in BOT/TOT and PPP activities were not accounted for as AR RELTEBFRARERE - A5BE K5 BIE

cashflows used in operating activities

ERERAARESIOEETRARKES82EHE
ﬁ o
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Trade and Bills Payables

As at 31 December 2025, the Group's trade and bills payables
of RMB1,562.0 million (31 December 2024: RMB1,849.7 million)
decreased by RMB287.7 million. The decrease was primarily due to the
subsidiaries disposed in the Reporting Period.

Other Payables and Accruals

As at 31 December 2025, the Group's other payables and accruals of
RMB130.9 million (31 December 2024: RMB142.0 million), decreased by
RMB11.1 million, which was mainly due to the decrease in salary and
welfare payables, the decrease in advance equity payment, which were
partially offset by the increase in other operational payables.

Liquidity and Financial Resources

The Group's principal liquidity and capital requirements primarily relate
to investments in Urban Water Treatment projects, Water Environment
Comprehensive Remediation projects, and Rural Water Improvement
projects, merger and acquisition of subsidiaries, costs and expenses
related to the operation and maintenance of the Group's facilities,
working capital and general corporate purpose.

As at 31 December 2025, the carrying amount of the Group's cash and
cash equivalents was RMB259.0 million, representing an increase of
approximately RMB81.9 million as compared to RMB177.1 million as
at 31 December 2024, which was mainly due to the net cash inflows of
RMB681.1 million from operating activities, the net cash outflows used
in financing activities of RMB606.5 million for debt repayment and
interest payment.

As at 31 December 2025, the Group’s total interest-bearing debts
decreased to RMB9,336.7 million (31 December 2024: RMB9,610.3
million), 63.5% (31 December 2024: 69.2%) of the Group's interest-
bearing debts are long term; over 70% of interest-bearing bank and
other borrowings bear interest at floating rates.
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As at 31 December 2025, the Group had banking facilities amounting
to RMB9,092.3 million, of which RMB1,642.9 million have not been
utilized. The unutilized amount of RMB278.8 million were mainly
limited to be utilized on environmental protection infrastructure and
comprehensive management.

As at 31 December 2025, the gearing ratio of the Group (calculated
by total liabilities divided by total assets) decreased by 2.4 percentage
points as compared with the previous corresponding period, decreased
to 66.2%, while the gearing ratio was 68.6%, as at the corresponding
period last year.

Charges on the Group's Assets

Outstanding balance of interest-bearing bank and other borrowings
as at 31 December 2025 was approximately RMB9,336.7 million, which
were repayable within one month to twenty years and were secured by
financial receivables, service concession intangible assets, investment
properties, trade receivables, equity interests in an investment
company, contract assets, pledged deposits, and property, plant
and equipment of which the total amounts of the pledge of assets
amounted to RMB9,818.4 million.

Capital Expenditure

During the year ended 31 December 2025, the Group's total capital
expenditure were RMB312.3 million, compared to RMB203.8 million
in 2024, mainly representing the consideration of approximately
RMB310.6 million for construction and acquisition of BOT, TOT, BOO
and PPP projects.

EMPLOYEES AND REMUNERATION POLICIES

The Group had 2,187 employees as at 31 December 2025. The
remuneration package of the Group is generally determined with
reference to market conditions and individual performance. Salaries
are normally reviewed annually based on performance appraisals
and other relevant factors. The Group provides external and internal
training programs to its employees.

In respect of pension scheme contributions, the Group adopts a
defined contribution plan. The Group’s contributions to the defined
contribution plan are recognised as expenses when incurred. Forfeited
contributions (by employers on behalf of employees who leave the
scheme prior to vesting fully in such contributions) may not be used
by the Group and its subsidiaries to reduce the existing level of
contributions.
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CONTINGENT LIABILITIES
As at 31 December 2025, the Group did not have any significant

contingent liabilities (31 December 2024: Nil).

FOREIGN EXCHANGE RISK

Majority of the subsidiaries of the Company operate in the PRC with
most of the transactions denominated and settled in RMB. As at 31
December 2025, except for the bank deposits and certain amount of
interest-bearing bank borrowings denominated in foreign currencies,
the Group did not have significant foreign currency exposure from
its operations. Currently, the Group has not used derivative financial
instruments to hedge its foreign currency risk.

EVENTS AFTER THE REPORTING PERIOD

Save as disclosed, no significant events took place subsequent to 31
December 2025.
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Directors and Senior Management

EEREREERE

DIRECTORS

The Board is responsible and has general powers for the management
and operation of the Group’s business. As at the date of this annual
report, the Board consists of eight Directors, including four executive
Directors, one non-executive Director and three independent non-
executive Directors.

The biographical details of the Directors during the year ended 31
December 2025 and up to the date of this annual report are set out
below:

EXECUTIVE DIRECTORS

Mr. Li Zhong (ZEH), JP, aged 57, was graduated from Beijing
University of Chemical Technology* (1t ;b T K £) with a major
in polymer materials, and obtained a master degree in business
administration from Saint Mary’s University of Canada in 1997. He
has served in national state-owned enterprises and multinational
corporations in the Chinese mainland and Hong Kong near 20 years.
Since 2002, he has dedicated himself to urban public utilities with
a focus on water affairs, as well as the investment, management
and operation of infrastructure projects. Mr. Li Zhong also serves as
executive director of the China Overseas Friendship Association,
a Hong Kong member of the Standing Committee of the Beijing
Municipal Committee of the Chinese People Political Consultative
Conference* (FEI ARBUGH A &R RTERERKZ E) and the
honorary chairman of the Hong Kong Volunteers Association. Currently,
he is also an executive director of China Water Affairs Group Limited
(“China Water”, a company listed on the Main Board of the Hong
Kong Stock Exchange (stock code: 855), a substantial shareholder of
the Company) and an independent director of Konka Group Co., Ltd. (a
company listed on the Shenzhen Stock Exchange (stock code: 000016)).
He joined the Group in 2019.
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Directors and Senior Management

EEREREERE

EXECUTIVE DIRECTORS (Continued)

Ms. Liu Yujie (8] £ &), aged 61, was graduated from University of
International Business and Economic* (¥ M E 5 K £) located
in Beijing and obtained a master degree in business administration.
Ms. Liu Yujie has been working in Hong Kong, Singapore and the
Chinese mainland for over 20 years in total and is familiar with the
business environment and regulatory system of the three places. She
has comprehensive experience in capital market, business promotion
and corporate management, participated in IPO and underwriting
of over 30 companies on the Hong Kong Stock Exchange, led and
completed merger and acquisition of three companies in Hong Kong
and Singapore, assisted capital raising and management of large-
scale industrial fund for investment in the PRC, and acted as executive
directors of listed companies in Hong Kong and Singapore which
engaged in utilities and infrastructure investment. She is currently an
executive director of New Universe Environmental Group Limited (stock
code: 436), an independent non-executive director of Zhongyu Energy
Holdings Limited (stock code: 3633), and was a director of China Water
from 2014 to 2025, which are listed on the main board of the Hong
Kong Stock Exchange. She joined the Group in 2019.

Mr. Duan, Jerry Linnan (E2#1#§), aged 35, studied in Beijing Normal
University with a major in psychology. He joined China Water as the
president assistant in 2011, mainly focusing on hotel operating and
intelligent water businesses. At the same time, Mr. Duan, Jerry Linnan
assisted the directors of China Water in capital market and investor
relations, etc. In 2015, Mr. Duan, Jerry Linnan was appointed as the
general manager of the hotel under China Water in Nanjing, and was in
charge of the construction, procurement and daily operation of various
hotels of China Water. Mr. Duan, Jerry Linnan has comprehensive
experiences in human resources and corporate management.
Currently, he is also an executive director of China Water. He is the son
of Mr. Duan Chuan Liang, a substantial shareholder of the Company.
He joined the Group in 2019.
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Directors and Senior Management

EEREREERE

EXECUTIVE DIRECTORS (Continued)

Mr. Du Lindong (#t M 5 ), aged 57, holds a bachelor degree in
International Trade from Lanzhou University, the People’s Republic
of China (the “PRC"). Mr. Du is currently an executive director and
chief executive officer of China Financial International Investments
Limited (Stock code: 721) (“China Financial International”) and was
the chairman of China Financial International from 2010 to 2025 and
was the chief executive officer of China Water, which are listed on
the main board of on the Stock Exchange. Mr. Du has over 25 years
of experience in investment and finance sector in the PRC and he
had held senior management positions in various unlisted investment
companies incorporated in the PRC. He was appointed as an executive
Director and the chairman of the Board on 4 February 2026.

Mr. Zhou Wei (/& &), aged 46, was appointed as the chief financial
officer of the Group on 9 April 2019 and as an executive Director on
10 April 2024. Mr. Zhou Wei graduated from Nanjing Audit University*
(FARE
auditing. Mr. Zhou Wei is currently a certified tax agent of the People’s
Republic of China. From 2002 to 2007, he worked in several domestic
and international accounting firms. In August 2007, Mr. Zhou Wei
joined China Water and successively served as the chief financial officer
of Huizhou Zhongshui Water Development Co., Ltd.* (2 A 7K 7K 7
ERARANA
of the investment department of China Water, the general manager of
Huizhou Dayawan Yiyuan Jingshui Co., Ltd.* (ZR K 58 /& @ R/ FKE
fR 2 A]), a subsidiary of China Water), and the chief financial officers
of Shenzhen Jinda Environment Holding Co. Ltd.* (R ¥l & IR 5 15
[% % BR 2 A)), a subsidiary of China Water) and Guangdong Xinsheng
Environmental Protection Group Co., Ltd* (EE T REREBE B[R

/1N

‘A A]), a subsidiary of China Water). Mr. Zhou Wei is experienced in

212 7) located in Nanjing and obtained a bachelor degree in

), a subsidiary of China Water), the vice general manager

financial management and investment and financing area. He resigned
as an executive Director and chief financial officer on 4 February 2026.
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Directors and Senior Management

EEREREERE

NON-EXECUTIVE DIRECTOR

Mr. Zhao Juanxian (alias, Zhao Junxian) (# & &), aged 73, is
the founder of the Group. He was an executive Director, and the
co-chairman of the Board (the "Co-Chairman”) of the Company
during the year ended 31 December 2024 and ceased to be the Co-
Chairman and re-designated as non-executive Director with effect
from 1 January 2025. He was responsible for strategic development
and planning, overall operational management, market development
and major decision making. He was appointed as a Director on 22
August 2011. He has acted as a director and the chief executive officer
of Chongqging Kangda since the beginning of the establishment of
Chongging Kangda and ceased to be the chief executive officer of
Chongging Kangda in September 2012. Mr. Zhao has served as the
chairman of the board of directors and general manager of Chongging
Kangte Environmental Protection Industry Holdings Co., Ltd.* (E &
ERRREZERBR A F) since November 1994. He graduated
from the political administration at elementary level* (& Bt & 3f &
BIE %) from Sichuan University* (P9)I| X 22) located in Chengdu City,
Sichuan Province and Sichuan Higher Vocational and Examination
Committee* ()| BB ST EHYEEBEHIEEZE D) in June 1988,
and attended a one-month education programme of Sichuan foreign-
related business from Shenzhen University* (R JIl K 2) located in
Shenzhen City, Guangdong Province, in July 1988.

Mr. Zhao Juanxian has over 25 years of experience in the environmental
protection and wastewater treatment industry and was awarded
for several times for his valuable contribution to the development
of environmental protection and his expertise in environmental
protection technology by relevant environmental protection industry
associations from 2004 to 2009. Mr. Zhao Juanxian was granted
the title of Outstanding Environmental Technology Entrepreneurs
by the Chinese Society for Environmental Sciences* (4 B 3z 3% &}
BB @) in September 2004. He received the China Environmental
Protection Industry Development Award granted by the China
Association of Environmental Protection Industry* (FF B 3z 3% (R & &
Z 1) in January 2005. He was also granted the title of Outstanding
Individual of Environmental Protection by the People’s Government of
Chongging Municipal* (EE i A REU) in July 2006 and Outstanding
Entrepreneur of China Environmental Protection Industry by China
Association of Environmental Protection Industry* (F BI3R 3B (R & = %
&) in October 2009. Mr. Zhao Juanxian served as the vice president
of the 3rd and 4th Session of Chongging Municipal Environmental
Protection Industry Association* (EE MREBEREEXHESE—E KL
FMEEEZ) in 2005 and 2012, respectively, and the vice president
of the 3rd and 4th Session of China Association of Environmental
Protection Industry* (P EIREREEXH EE =2 L F M /EE
&) in 2005 and 2009, respectively. In January 2015, he served as
the vice chairman of the board of directors of China State-owned
Industry Innovation Alliance (¥ B B 1b 7 5 Bl T B ES B B2) and
the vice chairman of the board of directors of Hong Kong-Mainland
International Investment Society (& B R % & 8 2), respectively.
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Directors and Senior Management

EEREREERE

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Chau Kam Wing Donald (/& 8 ), aged 63, has over 30 years
of experience in auditing, taxation and financial management and
had been appointed as financial controller of a number of companies
listed on the Hong Kong Stock Exchange. Mr. Chau obtained a
master degree in business administration from the University of San
Francisco in the United States in 2000. He is also a fellow member of
The Association of Chartered Certified Accountants and a practicing
member of the Hong Kong Institute of Certified Public Accountants.
Mr. Chau is currently the finance director of Winox Holdings Limited
(stock code: 6838) and an independent non-executive director of
each of Carpenter Tan Holdings Limited (stock code: 837), Ching Lee
Holdings Limited (stock code: 3728) and China Water, which are listed
on the main board of the Hong Kong Stock Exchange. Mr. Chau is also
an independent non-executive director of Eco-Tek Holdings Limited
(stock code: 8169) and was an independent non-executive director of
Zhejiang Chang'an Renheng Technology Co., Ltd. (stock code: 8139)
from 8 May 2014 to 11 May 2019, which are both listed on the GEM of
the Hong Kong Stock Exchange. He joined the Group in 2019. He is
also the chairman of the audit committee and nomination committee
and a member of the remuneration committee of the Company.

Mr. Chang Qing (& /&), aged 68, was graduated from the Chinese
Academy of Social Sciences* (1 Bt & B} £t ) with a doctorate
degree in agricultural economics and management in 2001, graduated
from Jilin University (5 # X 22) with a bachelor’s degree in economics
in 1982 and a master's degree in national economics in 1985. Mr.
Chang had successively served as a research assistant, a deputy
research fellow and a research fellow of Development Research Center
of the State Council (7%t 2 B 7T 00) from 1985 to 2005 and the
vice chairman of China Futures Association (BBl & ¥ % =) from
1999 to 2006. Mr. Chang has worked in the College of Economics and
Management of China Agriculture University (7 Bl & 3 K 2 48 i &
I8 7)) since 2005. He has also served as the chairman of the board
of Jinpeng International Futures Co., Ltd (£ S HIE KL B R R 7))
since 1993. Mr. Chang was an independent non-executive director of
China Chengtong Development Group Limited (stock code: 217) from
2013 to 2025 and an independent non-executive director of Honghua
Group Limited (stock code 196) from 2017 to 2024, which are both
listed on the main board of the Hong Kong Stock Exchange. He joined
the Group in 2016. He is also the member of the audit committee and
nomination committee of the Company.
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Directors and Senior Management

EEREREERE

INDEPENDENT NON-EXECUTIVE DIRECTORS
(Continued)

Mr. Peng Yongzhen (¥ 7k %), aged 77, was graduated from Harbin
Institute of Technology* (%5 B/& L % K 2) (formerly known as Harbin
University of Architecture and Engineering (% B & 2 £ K £), the
same below) with a doctor degree in environmental engineering and
was a senior visiting scholar in Gunma University (H AEHFKE)
from October 1996 to April 1997. Mr. Peng previously held various
positions in water supply and sewerage engineering major in the urban
construction department of Harbin Institute of Technology* (/4 f /&
T # K2, including the teaching assistant position from September
1976 to October 1978, the teaching assistant, lecturer and associate
professor positions from December 1981 to September 1993, and
the professor position from September 1993 to February 2000. Since
2000, he has been a chief professor of the environment engineering
department, a professor, a tutor of doctoral candidates and the chief
of the environmental engineering department and water pollution
control research laboratory in Beijing University of Technology* (it
M L% K2, Director of National Engineering Lab for Advanced
Municipal Wastewater Treatment and Reuse Technology (" ¥ 8,5 7K )%
ERESEEREMNABEM BEIRIBERE) and the chief of Beijing
Engineering Technology Research Center of Sewage Nitrogen and
Phosphorus Removal* (3t )5 7K B & B 85 55 18 TR BT B s )
of Beijing University of Technology, concurrently.

He has long been engaged in the research of urban sewage disposal
measures, of which some technological achievements have been
massively applied into practice. Mr. Peng has earned diverse national-
level titles and awards for his academic achievements, including
without limitations National Role Model Lecturer* (& B 15 & 27 £ )
in 2007, National Outstanding Faculty* (B R #{ 2 & ff) in 2009 and
National Excellent Technical Personnel* (2R EF R TEE) in
2012. He was selected to be one of the first talents sponsored by
National Special Support Plan for High-level Personnel* (B XX &= /& IX
AA B % S5 El) in 2013. He was granted the Second Prize of the
State Scientific and Technological Progress Award* (B X B} £ it 2
#Z) in 2004, 2009 and 2012, respectively, the Second Prize of the State
Technology Invention Award* (Bl R £} # B 42) in 2020, the First Prize
of Beijing Science and Technology Progress Award* (1t BT BH # 45
#) in 2012 and 2020, respectively, the First Prize of Shanghai Science
BRI ERE) I
2020, and awarded the Ho Leung Ho Lee Foundation Prize for Scientific
and Technological Progress 2021 (ZZ = —F E A 2R FE & B 28
Al 2 82). Mr. Peng received a special allowance from China's State
Council in 2000, and was appointed as member of Chinese Academy
of Engineering (B T#2P%) in 2015. He joined the Group in 2015. He
is also the chairman of the remuneration committee and a member of

and Technology Award for Technical Invention* (

the audit committee and nomination committee of the Company.
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Corporate Governance Report
TRERBE

CORPORATE GOVERNANCE PRACTICES

Adapting and adhering to the recognised standards of corporate
governance principles and practices has always been one of the top
priorities of the Company. The Board believes that good corporate
governance is one of the areas that lead to the success of the
Company and in balancing the interests of Shareholders, customers
and employees, and the Board is devoted to ongoing enhancements
of the efficiency and effectiveness of such principles and practices.

During the year ended 31 December 2025, the Company has complied
with all the applicable provisions of the Corporate Governance Code
("CG Code") as set out in Appendix C1 to the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited (the
“Listing Rules”).

The Group further strengthened the control over budget, risk,
performance and responsibilities, optimised management approaches
and strategies, improved supporting mechanism and enhanced control
effectiveness and operational efficiency of the Group.

The Group enhanced overall control over target responsibilities
and budget control, which was promoted and implemented within
the entities under the Group as well as management level, and
implemented the main body responsibility system through organic
combination of the trinity to fully stimulate team members’ initiative.

The Group also took initiative to enhance efforts in fund management,
financial risk control, project investment decisions, legal risk control,
information disclosure and maintenance of investor relationship to
strive for more effective and transparent management in accordance
with the CG Code.

OUR CULTURE

The Group is one of the first private enterprises in the environmental
pollution treatment industry in Chinese mainland. With the corporate
mission of “creating an environment with greener water, lusher
mountains and bluer skies” and the corporate vision of “leading the
environmental protection industry and making Kangda International
a century-old company”, the Group is engaged in urban sewage
treatment, water environment comprehensive remediation and rural
water improvement in Chinese mainland, providing customised
and comprehensive sewage treatment solutions and services to our
customers.
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Corporate Governance Report
EXERBE

OUR CULTURE (Continued)

In the course of business, the Group adheres to high standards
and strict requirements on engineering and operation quality and
regards occupational health, safety in production and environmental
protection as an important part of fulfilling social responsibilities,
which are integrated into the Company’s sustainable development
strategy. We have been certified by the Ministry of Housing and Urban-
Rural Development as an enterprise qualified as a Class A General
Construction Contractor of Municipal and Public Works and Class B
Contractor of Environmental Engineering Works, as well as the CAEPI
level-1 industrial wastewater and domestic sewage operation and
service ability evaluation certification, ISO%9001 Quality Management
System, 1ISO14001 Environmental Management System, and 1SO45001
Occupational Health And Safety Management System certifications. A
number of environmental protection projects led by us have also won
the National Important Environmental Protection Practical Technology
Demonstration Project Award. The Group is well-recognised in the
environmental protection industry in the Mainland. The Group is
currently the deputy chairman unit of the National Industrial and
Commercial and Environmental Protection Association (& B T &R
5% &) and a member of the China Environment Protection Industry
Association, as well as a winner of the Contribution Award for Integrity
Construction in the Ecological and Environmental Protection Industry
awarded by the China Association of Environmental Protection Industry
and a AAA Credit Enterprise.

The Group requires all employees to actively practice the corporate
core values of “sincere commitment and repaying the society”. We
have established management rules and regulations that meet the
requirements of public enterprises, including "Employee Handbook”,
"Anti-Fraud Management System”, “Employee Whistleblowing Policy”,
etc. Meanwhile, through employee cultural training, we advocate
integrity and self-discipline, enhance the compliance awareness of all
employees, and make employees deeply understand the corporate
culture and integrate it into their daily work. In order to advocate a
green and low-carbon culture, we continue to pay attention to the
development of new technologies, actively apply new technologies in
the construction and operation of sewage treatment projects, improve
energy efficiency, and actively organise various operating companies
to carry out tree planting activities to promote low-carbon travel.
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Corporate Governance Report
TRERBE

OUR CULTURE (Continued)

We adhere to the philanthropic concept of “Goodness and Greatness
for Contribution to Integrity Construction in the Ecological and
Environmental Protection Industry” pooling the strength of each
employee and focusing on two major community development
directions: green co-construction and public welfare. With a heart full
of gratitude, we give back to society, continuously carry out various
public welfare activities, and strive to deliver greater value for society.
In order to popularise environmental protection knowledge and skills,
spread positivity, and disseminate new knowledge, we organised the
"Public Open Day for Environmental Protection Facilities” campaign in
each factory, inviting the public to visit our factories to learn, helping
them to understand the capabilities and effectiveness of wastewater
treatment facilities, and raising public awareness of ecological
environment protection, water conservation, and water environment
protection.

We will continue to focus on building an environment-friendly and
resource-saving enterprise to achieve the harmonious development of
people, nature and the environment.

COMPLIANCE WITH MODEL CODE FOR
SECURITIES TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code for Securities Transactions
by Directors of Listed Issuers (the “Model Code”) as set out in
Appendix C3 of the Listing Rules as a code of conduct regarding the
Directors’ dealings in the Company'’s securities. Having made specific
enquiries of all the Directors, each of the Directors has confirmed that
he/she has complied with the required standards as set out in the
Model Code during the year ended 31 December 2025.

THE BOARD OF DIRECTORS

The Board is responsible for leadership and control of the Company
and overseeing the Group's businesses, strategic decisions and
performance. The Board has delegated to the chief executive officer,
of which the Directors also undertake, and through him, to the senior
management the authority and responsibility for the day-to-day
management and operation of the Group. In addition, the Board has
established Board committees and has delegated to these Board
committees various responsibilities as set out in their respective terms
of reference.
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THE BOARD OF DIRECTORS (Continued)

The Board is collectively responsible for performing the corporate
governance duties and formalised the inclusion of the following
corporate governance duties into the terms of reference of the Board:

a. to develop and review the Company’s policies and practices on
corporate governance and make recommendations to the Board;

b.  to define the Company's purpose, value and strategy and review
alignment with corporate culture;

c.  to review and monitor the training and continuous professional
development of Directors and senior management;

d.  to review and monitor the Company'’s policies and practices on
compliance with legal and regulatory requirements;

e. to develop, review and monitor the code of conduct, anti-
corruption, whistleblowing policies and compliance manual (if
any) applicable to employees and Directors; and

f. to review the Company’s compliance with the CG Code and
disclosure in the corporate governance report in the annual
report of the Company.

The Board had reviewed and approved the corporate governance
report contained in this annual report. The Board had also reviewed
the Company's policies and practices on corporate governance and
compliance with legal and regulatory requirements.
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THE BOARD OF DIRECTORS (Continued)
As at 31 December 2025 and up to the date of this annual report, the
composition of the Board is set out below:

Executive Directors

Li Zhong (Chairman)
(ceased to be Chairman with effect from 4 February 2026)

Liu Yujie

Duan, Jerry Linnan

Zhou Wei (resigned with effect from 4 February 2026)

Du Lindong (Chairman) (appointed as an Executive Director
and Chairman on 4 February 2026)

Non-executive Directors

Zhao Juanxian (alias, Zhao Junxian)
(ceased to be Co-Chairman and re-designated as
non-executive director with effect from 1 January 2025)

Independent non-executive Directors
Chau Kam Wing Donald

Chang Qing

Peng Yongzhen

The Directors have no financial, business, family or other material/
relevant relationships with each other.

During the year ended 31 December 2025, the Board at all time
complied with the requirements of the Listing Rules relating to the
appointment of at least three independent non-executive Directors
with at least one independent non-executive Director possessing
appropriate professional qualifications or accounting or related
financial management expertise.

The Company has received from each of the independent non-
executive Directors an annual confirmation of independence pursuant
to Rule 3.13 of the Listing Rules and the Company considers all
independent non-executive Directors to be independent in accordance
with the independence guidelines as set out in the Listing Rules.

A code provision of the CG Code requires Directors to disclose to the
issuer the number and nature of offices held in public companies or
organisations and other significant commitments as well as the nature
of such companies or organisations and the time involved in such
offices, each Director has agreed to disclose their commitments to the
Company in a timely manner.
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CHAIRMAN AND CHIEF EXECUTIVE OFFICER

The roles and duties of the Chairman and the Chief Executive Officer
have been clearly defined in writing and are carried out by different
individuals in order to preserve independence and a balance of views
and judgement.

With the support of the senior management, the Chairman is
responsible for ensuring that the Directors receive adequate, complete
and reliable information in a timely manner and appropriate briefing
on issues arising at Board meetings. The Chief Executive Officer
focuses on implementing objectives, policies and strategies approved
and delegated by the Board. He is in charge of the Company’s day-
to-day management and operations. The Chief Executive Officer is
also responsible for developing strategic plans and formulating the
organisational structure, control systems and internal procedures and
processes for the Board's approval.

As at 31 December 2025, Mr. Li Zhong was the Chairman of the
Company and Mr. Duan, Jerry Linnan was the Chief Executive Officer
of the Company. With effect from 4 February 2026, Mr. Li Zhong
ceased to be the Chairman of the Company and Mr. Du Lindong was
appointed as the Chairman of the Company.

APPOINTMENT AND RE-ELECTION OF
DIRECTORS

Each of the executive Directors has entered into service contract with
the Company for an initial fixed term of three years and will continue
thereafter until terminated by not less than three months’ notice in
writing served by either party to the other.

Each of the independent non-executive directors has entered into
service contract/letter of appointment with the Company for an initial
fixed term of one year and will continue thereafter until terminated by
not less than one month’s notice in writing served by either party to the
other.

EIRERITHRAR
IRRARARNACRBEUBEEHR
e REEARE AR EBIMERE
RN R P8 -

ITFERREEEWD TAEMRESRL
BRI ED ZERAEEHTEEBERE
FEERLEANFR -TRAHRTITEARR
HITESSHERREN BT - BOR KK -
REBARAEBEERREE - fTHRAHRT
BEEERREE RHFTABRE B
ZHIE R AREFERREETSHE -

R-ZZE-_AF+_A=+—8 FThi4tT
RARBERE  MEMIEEERAARARD
TH@EFE BT - NF-_AMBE  =F
EETNBARRBERE  MEMREEDE
ZEBERRNBEE °

ZRERERESE

HITEERBRARBILREESLD 112
BEEH=F YK BB BEEEF—
B HELAIDR=ZEASEBM T AL
IERIE -

BUFRATEFTZTERARRILRES
B/ EER VFEEEH-—F AH—F
B BEEA—-—FSHEETPIR—EAEE
BATIALIESIE

KANGDA INTERNATIONAL ENVIRONMENTAL COMPANY LIMITED / ANNUAL REPORT 2025



Corporate Governance Report
TRERBE

APPOINTMENT AND RE-ELECTION OF
DIRECTORS (Continued)

In accordance with the articles of association of the Company (the
“Articles of Association”), all Directors are subject to retirement
by rotation at least once every three years and any new Director
appointed by the Board to fill a casual vacancy on the Board or as an
addition to the existing Board shall hold office only until the first annual
general meeting of the Company after his appointment and shall then
be eligible for re-election.

The procedures and process of appointment, re-election and
removal of Directors are laid down in the Articles of Association.
The Nomination Committee is responsible for reviewing the Board
composition, monitoring the appointment and succession planning
of Directors and assessing the independence of independent non-
executive Directors.

Each newly appointed Director receives formal, comprehensive and
tailored induction on the first occasion of his/her appointment to
ensure appropriate understanding of the business and operations
of the Company and full awareness of Director’s responsibilities and
obligations under the Listing Rules and relevant statutory requirements.
Mr. Du Lindong, who was appointed as a director on 4 February 2026,
had obtained legal advice from a law firm qualified to advise on Hong
Kong law pursuant to Rule 3.09D of the Listing Rules on 23 January
2026, and he has confirmed that he understood his obligations as a
Director.

Directors are continually updated on the statutory and regulatory
regime and the business environment to facilitate the discharge of their
responsibilities. Continuing briefing and professional development for
Directors will be arranged where necessary. Individual Directors also
participated in the courses relating to the roles, functions and duties of
a listed company director or further enhancement of their professional
development by way of attending training courses or via online aids or
reading relevant materials.
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BAME

DIVERSITY

(a)

(b)

Board diversity

The Board had adopted a board diversity policy aiming to set
out the approach to achieve the diversity of members of the
Board to enhance the effectiveness of the Board. The Company
recognises and embraces the benefits of diversity of Board
members. It endeavours to ensure that the Board has a balance
of skills, experience and diversity of perspectives appropriate
to the requirements of the Company’s business. All Board
appointments will continue to be made on a merit basis with
due regard for the benefits of diversity of the Board members.
Selection of candidates of Board members will be based on
a range of diversity perspectives, including but not limited to
gender, age, cultural and educational background, experience
(professional or otherwise), skills and knowledge. The ultimate
decision will be made upon the merits and contribution that the
selected candidates will bring to the Board.

The Board has targeted to maintain the level of female
representation of not less than 10% of the Board. During the year
2025, female representation was 12.5% and had achieved the
target. The Board will take gender diversity into account in its
process of director appointment and the Board will continue to
review the target over time. The Board believes that it currently
has the appropriate diversity to give balanced and wide-ranging
considerations on matters deliberated at the Board level.

Workforce diversity

We have always believed that diversity is vital to the Group's
sustainable development. We insist on equality in the workplace
and strive to build a working atmosphere that fosters mutual
respect, inclusion, and mutual helpfulness to promote our
employees’ happiness and satisfaction. To protect employees’
basic human rights and enhance development diversity, we
prohibit any type of discrimination or screening in recruitment
and promotion based on gender, ethnic origin, religion, social
status, or other considerations. Currently, the male to female
ratio in the workforce of the Group including senior management
is approximately 1.8:1 and the Board considers that the Group
has maintained a healthy and reasonable gender diversity in its

workforce.
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DIRECTORS’ TRAINING

The Company is committed to arranging and funding suitable training

to all Directors for their continuous professional development. All the

Directors also understand the importance of continuous professional

development and are committed to participating any suitable training

to develop and refresh their knowledge and skills.

During the year ended 31 December 2025, the Directors participated

in the following continuous professional development:
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Reading Materials
update on rules
and regulations

BEHEE
FAIRER
Name of Directors EEnA HY B9 =8 A1 R
Executive Directors HTES
Li Zhong (Chairman) (ceased to be Chairman TR (EE) (BT NF_AMNHRE
with effect from 4 February 2026) THEEETER) 4
Liu Yujie 2IEAR v
Duan, Jerry Linnan (Chief Executive Officer) ER MW (7T AR %) 4
Zhou Wei (Chief Financial Officer) AR (%A
(resigned with effect from 4 February 2026) (RZZE= R F-AWBEHFT) 4
Non-executive Directors FHITES
Zhao Juanxian (alias, Zhao Junxian) HEB(AZZ-_RAF—A—Hi#
(ceased to be Co-Chairman and BEMEETR LT AN TES)
re-designated as non-executive director
with effect from 1 January 2025) 4
Independent Non-executive Directors BIFHITES
Chau Kam Wing Donald EFEES 4
Chang Qing N v
Peng Yongzhen ToKER v
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BOARD MEETINGS

The Board is provided with relevant materials in relation to the matters
brought before the meetings. Reasonable notices of meetings are
given to the Directors and the Directors are encouraged to express
freely their independent views and propose new items as any other
business for discussion at the meetings. The Directors have separate
access to the Company'’s senior management for information at all
times and may seek independent professional advice at the Company’s
expenses, if necessary, to ensure that independent views and opinions
are available to the Board. Minutes are kept by the company secretary
and are open for inspections by all Directors at any reasonable
time. Procedures for convening meetings of the Board and Board
committees and preparing minutes of the meetings have complied
with the requirements of the Articles of Association and applicable
rules and regulations.

The attendance records of each Director at the Board meetings and
the annual general meeting during the year ended 31 December 2025

are set out below:
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Attendance/ Attendance/
Number of Number of
Board Meetings  General Meeting
EZEeE BRAE
HERE HERE
Name of Directors EENA BITRE BITRE
Executive Directors HTES
Li Zhong (Chairman) Fh (EE)
(ceased to be Chairman with effect (BEZE-"F_AMABi
from 4 February 2026) THETER) 13/13 1/1
Liu Yujie ZIER 13/13 1/1
Duan, Jerry Linnan ER M (7T AR EL)
(Chief Executive Officer) 13/13 11
Zhou Wei (Chief Financial Officer) R (BT AE)
(resigned with effect from (RZE-"F_AMABi
4 February 2026) BE) 13/13 1/1
Non-executive Directors FHITES
Zhao Juanxian (alias, Zhao Junxian) HEE
(ceased to be Co-Chairman and (BZE-_RAF—HF—H#
re-designated as non-executive THRABEEXFILFAER
director with effect from 1 January 2025) JEHITE F) 13/13 1/1
Independent Non-executive Directors BN IEHITESE
Chau Kam Wing Donald EEGES 13/13 11
Chang Qing w5 13/13 1/1
Peng Yongzhen oK 13/13 1/1
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DELEGATION BY THE BOARD

The Board undertakes responsibility for decision making in major
Company matters, including the approval and monitoring of all
policy matters, overall strategies and budgets, internal control and
risk management systems, material transactions (in particular those
that may involve conflict of interests), financial information and other
significant financial and operational matters.

All Directors have full and timely access to all relevant information as
well as the advice and services of the company secretary, with a view to
ensuring that Board procedures and all applicable laws and regulations
are followed. Each Director is normally able to seek independent
professional advice in appropriate circumstances at the Company’s
expense, upon making request to the Board.

The day-to-day management, administration and operation of the
Company are delegated to its Chief Executive Officer and the senior
management.

BOARD COMMITTEES

The Board has established three committees, namely, the nomination
committee, the remuneration committee and the audit committee.

NOMINATION COMMITTEE

The Company has established a nomination committee (the
“Nomination Committee”) to make recommendations to the Board
on the appointment or re-appointment of Directors and succession
planning for Directors, in particular the Chairman and the chief
executive. As at 31 December 2025, the Nomination Committee
consisted of two executive Directors and three independent non-
executive Directors, comprising Mr. Chau Kam Wing Donald (chairman),
Mr. Li Zhong, Ms. Liu Yujie, Mr. Peng Yongzhen and Mr. Chang Qing.

The Nomination Committee reviewed the size, structure and diversity
(including without limitation, gender, age, cultural and educational
background, ethnicity, professional experience, skills, knowledge and
length of service) of the Board to complement the Group's corporate
strategy and made recommendations to the Board on the appointment
and re-appointment of Directors during the year ended 31 December
2025. The Nomination Committee also assessed the independence of
independent non-executive directors of the Company.
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NOMINATION COMMITTEE (Continued)

The Nomination Committee held one meeting during the year ended

RBREZEES (&)
BE-—T-—R&+-_A=t+—BAILEE &

31 December 2025 and the attendance records are set out below: HEEERIT—ALHE SESHNLFELH
HANAT
Attendance/
Number of
Meetings
BEHERE
Name of Directors EEHE BITRE
Mr. Chau Kam Wing Donald AR e 11
Mr. Li Zhong Frh%As 1/1
Mr. Peng Yongzhen TKEREAE A
Mr. Chang Qing Bi5EE 11
Mr. Zhao Juanxian (alias, Zhao Junxian) HEBSE(BZZ_AF A= +AHR
(ceased to be a member with effect TEBEEEKE)
from 20 June 2025) 1/1
Ms. Liu Yujie (appointed on 20 June 2025) BlEARLZ+
(RZZEZRAFNAZ+HEZMT) 0/0

REMUNERATION COMMITTEE

The Company has established a remuneration committee (the
"Remuneration Committee”) to review and approve the management’s
remuneration proposals with reference to the Board’s corporate
goals and objects and make recommendations to the Board on the
remuneration package of individual Directors and senior management
and review and/or approving matters relating to share schemes. As
at 31 December 2025, the Remuneration Committee consisted of one
non-executive Director and two independent non-executive Directors,
namely Mr. Peng Yongzhen (chairman), Mr. Zhao Juanxian (alias, Zhao
Junxian) and Mr. Chau Kam Wing Donald.

During the year ended 31 December 2025, the Remuneration
Committee reviewed the Directors’ fees (including executive Directors,
non-executive Director and independent non-executive Directors)
in consideration of the increasing level of duties and responsibilities
and market conditions; and approval of the remuneration incentive
structure of the Group as a whole taking consideration of factors such
as salaries paid by comparable companies, time commitment and their
responsibilities.
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REMUNERATION COMMITTEE (Continued)

The Remuneration Committee held one meeting during the year
ended 31 December 2025 and the attendance records are set out
below:
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Attendance/

Number of

Meetings

BEHERE

Name of Directors EENA BITRE
Mr. Peng Yongzhen TKBEE 11
Mr. Zhao Juanxian (alias, Zhao Junxian) HEBLE 1/1
Mr. Chau Kam Wing Donald AR L E A

REMUNERATION OF DIRECTORS AND SENIOR
MANAGEMENT

The Company has established a formal and transparent procedure for
formulating policies on remuneration of senior management of the
Group. All senior management of the Group are executive Directors
and details of the remuneration of each of the Directors for the year
ended 31 December 2025 are set out in note 8 to the Consolidated
Financial Statements. During the year, no equity-based remuneration
with performance-related elements was paid to Independent Non-
executive Directors.

The biographies of the senior management are disclosed in the section
headed “Directors and Senior Management” in this annual report.

AUDIT COMMITTEE

The Company has established an audit committee (the "Audit
Committee”) to assist the Board in providing an independent view of
the effectiveness of the financial reporting process, internal control and
risk management systems, oversee the audit process, monitor, review
and assist in the research of the Company’s environmental, social and
governance matters, and perform other duties and responsibilities as
assigned by the Board. As at 31 December 2025, the Audit Committee
consisted of three independent non-executive Directors, being Mr.
Chau Kam Wing Donald (chairman), Mr. Peng Yongzhen and Mr.
Chang Qing.

The Audit Committee has reviewed the annual results and annual
report of the Group for the year ended 31 December 2025. The Audit
Committee has also discussed matters with respect to the accounting
policies and practices adopted by the Company and internal control
with senior management members of the Company.
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AUDIT COMMITTEE (Continued)

During the year ended 31 December 2025, the Audit Committee
discussed with the management of the Company about the internal
controls, financial reporting and environmental, social and governance
matters, and reviewed the accounting principles and practices
adopted by the Group and the effectiveness of the Group’s internal
control system. The Audit Committee also met with the external
auditor to review the annual report of the Company for the year ended
31 December 2024 and the interim report of the Company for the
six months ended 30 June 2025 and discuss about the annual audit
planning of the Company for the year ended 31 December 2025.

The Audit Committee had reviewed, evaluated and reported to
the Board on ESG related risks and opportunities, developed
corresponding objectives and motored the progress towards the
objectives, which include but not limited to environmental risks such as
climate change, water resources, pollutant discharge, as well as social
risks such as employment, supply chain and corruption.

The Audit Committee held two meetings during the year ended 31
December 2025 and the attendance records are set out below:

BEREES W)
BE-_ZE-_AF+-_A=1t—RHBLFE-
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TEF-A=F+—BHIEENEREAA
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HRERENARBBE-_E-_AF+_A
=t+—HBULFENFEENTE -

EzZEetRd FERAEFTERER
BomehERHERREKS  HIEMEE
BRUHEHEREE BRETRRRAIEE
£ KER - SRMBERFRERR UK
PR HEERERSHERR

BE-_Z-_AF+t-_A=+—BILFE &
REEERTIANSH  SEENHFELER
AT

Attendance/

Number of

Meetings

ERLERE

Name of Directors EENA BITRE
Mr. Chau Kam Wing Donald AR e 2/2
Mr. Peng Yongzhen ZXKBEEE 2/2
Mr. Chang Qing BiELE 2/2
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ACCOUNTABILITY AND AUDIT

The Directors acknowledge their responsibility for preparing the
consolidated financial statements of the Company for the year
ended 31 December 2025. The Directors consider that the Group has
adequate resources to continue in business for the foreseeable future
and are not aware of material uncertainties that may cast significant
doubt on the Company'’s ability to continue as a going concern.

The Board is responsible for presenting a balanced, clear and
understandable assessment of annual and interim reports, inside
information announcements and other disclosures required under the
Listing Rules and other statutory and regulatory requirements.

The management has provided to the Board such explanation
and information as are necessary to enable the Board to carry out
an informed assessment of the Company’s consolidated financial
statements, which are put to the Board for approval.

RISK MANAGEMENT AND INTERNAL CONTROL

The Board is solely responsible for the risk management and internal
control system to protect the interests of the Company and the
Shareholders as a whole. To achieve its aim, the Board monitors and
approves the strategies and policies of the Group's risk management
and internal control systems. The purpose of the relevant strategies
and policies is to evaluate and determine the nature and extent of
risks to make it suitable for the Group's strategic objectives and risk
endurance. The main target is to provide reasonable assurance against
material misstatement or loss, rather than eliminate the risk of failure
to achieve business objectives. To this end, management continues to
allocate resources for an internal control and risk management system
compatible with the COSO (Committee of Sponsoring Organizations
of the Treadway Commission) standards to provide reasonable, though
not absolute, assurance against material misstatement or loss and to
manage rather than eliminate the risk of failure in the operating system
of the Group and in achieving business objectives by the Group.
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RISK MANAGEMENT AND INTERNAL CONTROL
(Continued)

The Board, through the Audit Committee, has continuously monitored
and annually reviewed the effectiveness of risk management and
internal control system of the Group and its subsidiaries, and is of the
view that the existing risk management and internal control system is
sufficient and effective. The review covered all material aspects with
regard to control, including financial control, operational control and
compliance control. The internal audit reports submitted to the Audit
Committee by the Group also covered aspects of risk management
and internal control. The Board is not aware of any significant areas
of concern which may affect the Shareholders, and believes that the
Group has fully complied with the code provisions on internal controls,
including compliance with legal and regulatory requirements, as set
forth in the CG Code. The Board, through the appraisal performed
by the Audit Committee, reviewed the adequacy of resources, staff
qualifications and experience, training programs received by the
staff and budget of the Group's accounting, internal auditing and
financial reporting function at the Board meeting. In light of the
Group's nature of business and the recommendations on the Board's
role in risk management, the Group has developed risk management
system and policies, and established a risk control department, which
is responsible for the Group's risk management, to communicate
and assess the Group's risk profile and material risks, and track the
progress of mitigation plans and initiatives of material risks and report
on detailed examinations of specific risks as required.
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RISK MANAGEMENT ORGANISATION SYSTEM
The Group has established a comprehensive organization structure to
manage the risks encountered by the Group. The risk management
structure comprises two key factors: risk management structure and
risk management program.
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RISK MANAGEMENT ORGANISATION SYSTEM EREREAMER @

(Continued)
1. Risk management structure — EREELRE

»  determine the overall objective, risk appetites and risk tolerance for corporate

risk management, and approve risk management strategies, major risk mitigation
solutions and risk management measures;

BECEXRREEARER BERFELT RBRARE HERREEREMEKXR
[\ B 4F 4% 75 2R DA R B B BB AR B

REGULATORY »  understand and manage each major risks faced by the enterprise and its existing
ORGANISATION management situations, and make effective risks control decisions; approve the
EEME decision-making standards or mechanisms regarding major decisions, major risks,

major events and major business processes;
BRNEECXERNZAEEANAR KRB AORBRERSRMN - MH A BIEGRE
REVRE  EEAXRK - ERER - EAFHMEZEBIMIZARKIZ LSS
»  approve risk management report related to major decisions; and
HEBANRREFENRARERRE &
»  approve the annual comprehensive risk management report.

WEFEEHERERERS -

»  review the establishment and planning of the comprehensive risk management

system;
RISK ER2ARREREROERRE
MANAGEMENT » review the proposal on the structure of the risk management organisations and their
ORGANISATION responsibilities;
W= FHEREDEAGWERERABE SR |
s »  review the annual comprehensive risk management report and submit to the Board;

ERYRAEFSRXFELEAREERS

»  review risk management strategies, major risk management solutions and risk
management measures; and
EZAREERE BARREEFERTERARERERER: &

»  review the annual risk management work plan.

EZFERREREI(EE -
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RISK MANAGEMENT ORGANISATION SYSTEM EREREAMER @

(Continued)
1. Risk management structure (Continued) — - EREEEEE)

> responsible for the establishment and amendment of the Company'’s risk
management policies and mechanisms;
BEETMERT AR AR E IR BUR R#H

>  establish anti-corruption mechanisms, and check for possible corruption conduct

during the internal audit process, and make suggestions for dealing with corruption

conduct;
B RBERES WHEAMEABIETREARFENERTR  HEKTRIEE
HEEFR R
» formulate annual risk management work plan and submit to the Board and the
LEADING RISK Audit Committee for their review;
MANAGEMENT BREFERRERIEAE  RREFS BFERRESFR
AND » regularly collect first-hand information regarding risk management, carry out risk
SUPPORTING assessment and discuss major risks faced by the Company;
ORGANISATION TR ERRERMES ETRRTME  SwREH AR R HENERRR
Rk EE >  assess the soundness, reasonability and the effectiveness in implementation of the
FERZHE risk management system, and review the annual comprehensive risk management
wes report, risk management proposals and day-to-day risk management solutions;

AHEEREERGNREME QEMEMRITHNARE  ERFELXERREERS -
R\l eI =M A B ERERFIRT R

>  accept reports from employees and cooperating organizations, organize
investigations and provide handling advices, and investigate and deal with people
and matters that violate Company and legal regulations;
REETIRAFENNRE ARARESTIREEEER  SRERARMEER
EHARE ;

>  assist the Group in carrying out risk management work, and formulate internal
auditing plan in accordance with the result of risk assessment; and
BB ASERREEREETIE  RIEARTGERGEANETIETS &

> test the effectiveness of risk management through implementing accounting
methods like walk through test and analytical review on its audit.

ETFTRAR AT EBRE T ABREHRBRARERNARIE -
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RISK MANAGEMENT ORGANISATION SYSTEM EREREAMER @

(Continued)
1. Risk management structure (Continued) — - EREEEEE)

»  implement the basic procedures in risk management;

HITRREEENRE

RISK »  research and propose decision-making standards or mechanisms regarding major
IMPLEMENTATION decisions, major risks, major events and major business processes of the functional
ORGANISATION department; o o
vy MR AR BPI EAORE - EARK - BABHNES RN REIDE

s S

»  research and propose risk assessment report of the functional department; properly
carry out risk management work of the functional department; and
HITie h AR AL RPN B R AT RS - MUF ABBE P I ER EE T &

»  establish comprehensive risk management procedures for the functional
department.

B2 ARRAE R PT M E IR B IR R AR o

2. Risk management program = EBEEREX

The Group has established a comprehensive risk management AEEBEREY—EXENRARERRE

program which is led and implemented by the internal audit X ZEABAEERIAERARANER

and inspection department. The risk management program is as FI BN AT - EBREIBIEAAT ¢

follows:

(1) to collect first-hand information for risk management; () RERERDNBREMNE

(2)  to analyse and assess risks; @2 ERRo AT

(3) to propose risk management strategies and formulate risk (3) RHERRESE R XEKRER
management solutions; and BEBARTR R

(4)  to supervise the implementation of risk management works 4 HREBEURRERI(EER
performed by each business units and verify the overall BRETEBIZHESTE -

appraisal.
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BERWmE

RISK MANAGEMENT ORGANISATION SYSTEM

(Continued)

2. Risk management program (Continued)
Key risk management program of the Group
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SUPERVISION AND ENHANCEMENT OF RISK
MANAGEMENT

The Group has set up basic procedures that cover the whole process
of risk management, connecting the channels of communication of
risk management information along the reporting lines and among
various departments and business units to ensure timely, accurate and
complete sharing of information and this has laid the foundation for
the supervision and enhancement of risk management.

The senior management of the Group, focusing on material risks,
material matters and material decisions, important management
matters and the business flow, supervises the work relating to the first-
hand information collection for risk management, risk assessment,
risk management strategies, critical control activities and the
implementation of risk management solutions. The internal audit and
inspection department carries out an annual review and examination
on the implementation of the works on risk management by different
departments and business units and its effectiveness for the year,
assesses risk management strategies and evaluates inter-departmental
risk management solutions and business units’ risk management
solutions, proposes suggestions for adjustments and recommendations
for improvements and issues evaluation and recommendation reports
which will be sent to the relevant senior management in a timely
manner.
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MATERIAL RISKS THE GROUP MAY FACE

In 2025, during the course of business planning, we identified material
risks that the Group may face which include risks relating to delayed
receipt of payments, risks relating to government default, risks relating
to accounts receivable management, risks relating to liquidity, and risks
relating to macroeconomy.

The potential risks relating to delayed receipt of payments arise from
governments’ fiscal austerity measures taken due to the impact of
general market environment, leading to the inability to make payments
as scheduled and therefore detriment to the interest of the Company,
as well as the extension of collection period. Measures taken by the
Group to mitigate such risks include maintaining sound communication
with governments, assessing the situation and then proceeding with
debt collection.

The potential risks relating to government default arise from strained
local finances and unilateral modifications to the requirements of
cooperative projects, leading to delay or suspension of projects and
economic losses. Measures taken by the Group to mitigate such risks
include establishing a breach notification mechanism and actively
engaging with local governments to develop solutions.

The potential risks relating to accounts receivable management arise
from the failure to send and confirm sewage or sludge treatment data
on time, leading to disputes and loss of economic benefits. Measures
taken by the Group to mitigate such risks include requiring treatment
plants to send and confirm sewage or sludge treatment data in a
timely manner in strict accordance with the agreements. At the same
time, reward and penalty system is established to strictly control and
manage debt collection and settlement work.

The potential risks relating to liquidity arise from budget constraints
of local governments and difficulties in receivables collection which
led to cash flow problems. The Group’s measures to address these
risks include expanding financing channels, optimizing receivables
collection schedules, and seeking policy support to ease cash flow
pressure and reduce liquidity risk.

The potential risks relating to macroeconomy arise from economic
fluctuation that alters industry development directions and affects
capital investment in projects, leading to increasing costs and declining
profitability. Measures taken by the Group to mitigate such risks
include strengthening cost control and capital reserves, closely aligning
with policy trends to optimize business strategies, and formulating
targeted market strategies to enhance risk resistance capability.
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ANTI-CORRUPTION AND WHISTLEBLOWING
SYSTEM

The Group has incorporated anti-corruption and anti-bribery policies
in its standard of business conduct, and anti-corruption training
are provided to its employees and Directors to promote integrity
and enhance awareness about malpractice. Employees and other
stakeholders can report suspected misconduct and violations of
law and standards to the Group's Internal Audit and Inspection
Department by phone or email, or to the Audit Committee by e-mail
on anonymous basis. During the year, there is no incident involving
serious fraud or misconduct have been received from employees nor
external parties. The Audit Committee will continuously review and
monitor the implementation and effectiveness of the whistleblowing
system.

MANAGEMENT OF INSIDE INFORMATION

The Group has formulated a set of program of continuing obligations
on information management and disclosure to formally regulate the
monitoring of inside information that arises during the course of
its current business development and has established the practice
of delivering such information to the Shareholders, the media and
analysts. When handling the relevant matters, the Group will comply
with “Guidelines on Disclosure of Inside Information” issued by the
Securities and Futures Commission and the related provisions issued
by regulatory organisations and the Group has clearly stated that the
unauthorised use of confidential or inside information is prohibited.
The Group has set up a system of answering enquiries from external
parties about the Group's affairs, and will appoint and authorise the
senior executives of the Group to act as the Company’s spokesperson
in response to enquiries on a particular area.
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EXTERNAL AUDITOR AND AUDITOR'S
REMUNERATION

The statement of the external auditor of the Company about its
reporting responsibilities for the Consolidated Financial Statements is
set out in the “Independent Auditor’'s Report” on pages 79 to 86.

During the year ended 31 December 2025, the remuneration paid/
payable to the Company's independent auditor, Ermst & Young, is set

SNEE R BT B i AT =

ARAINEZBE A E MRS M B RRALE
MEBRREEMEHHBPATENETIREEF 86
BER B ZHE®RE] -

HE_Z_AF+_A=+—HLFE B
5/ T AN A B) 98 S A% B AD &2 ok & AT Al B 75

out below: Frey e &5 T -
RMB'000
ARET T
Annual audit services FEETRG 2,552
Non-audit services IEFFT RS 287
Total fees FEE=gEE 2,839

Non-audit services included tax advisory services and environmental,
social and governance advisory services. The Audit Committee is
satisfied that the non-audit services did not affect the independence of
the external auditor.

SHAREHOLDERS' RIGHTS

To safeguard Shareholders’ interests and rights, a separate resolution
is proposed for each substantially separate issue at Shareholders’
meetings, including the election of individual Directors.

All resolutions put forward at Shareholders’ meetings will be voted on
by poll pursuant to the Listing Rules and poll results will be posted on
the websites of the Company and of the Hong Kong Stock Exchange
after each general meeting.

Shareholders who intend to put forward their enquiries to the Board
could send their enquiries to the Company's principal place of
business in Hong Kong or the headquarters in the PRC or by email to
kangda@kangdaep.com. Shareholders can contact Computershare
Hong Kong Investor Services Limited, the Hong Kong branch share
registrar of the Company, if they have any enquiries about their
shareholdings and entitlements to dividend.
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CONVENING OF EXTRAORDINARY GENERAL
MEETINGS AND PUTTING FORWARD
PROPOSALS

Pursuant to the Articles of Association, any one or more members
holding at the date of deposit of the requisition not less than one-
tenth of the paid up capital of the Company carrying the right of voting
at general meetings of the Company, on a one vote per share basis,
shall at all times have the right, by written requisition to the Board or
the secretary of the Company, to require an extraordinary general
meeting to be called by the Board for the transaction of any business
or resolution specified in such requisition; and such meeting shall
be held within two (2) months after the deposit of such requisition. If
within twenty-one (21) days of such deposit the Board fails to proceed
to convene such meeting the requisitionist(s) himself (themselves)
may convene a physical meeting at only one location which will be
the principal meeting place, and all reasonable expenses incurred
by the requisitionist(s) as a result of the failure of the Board shall be
reimbursed to the requisitionist(s) by the Company.

COMMUNICATION WITH SHAREHOLDERS AND
INVESTORS/INVESTOR RELATIONS

The Company considers that effective communication with
Shareholders is essential for enhancing investor relations and investor
understanding of the Group's business performance and strategies.
The Company also recognises the importance of transparency
and timely disclosure of corporate information, which will enable
Shareholders and investors to make the best investment decisions. The
general meetings of the Company provide a forum for face-to-face
communication between the Board and the Shareholders dialogue.
The Chairman as well as chairmen of the Nomination Committee,
Remuneration Committee and Audit Committee or, in their absence,
other members of the respective committees and, where applicable,
the chairman of the independent Board committee, are available to
answer questions at general meetings.

To promote effective communication, the Company maintains on
its website up-to-date information and updates on the Company’s
business operations and developments. Interim and annual reports,
environmental, social, and governance report, announcements and
circulars issued by the Company and other information are posted and
are available for public access. The Company also arranges periodic
investors’ conference and sets up dedicated investor relations’ e-mail
address to receive enquiries from the shareholders and potential
investors. The Board had reviewed the shareholder's communication
policy during the year ended 31 December 2025 and considered that
the policy has been properly implemented and is effective.
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DIVIDEND POLICY

The Company has adopted a dividend policy, pursuant to which the
Company may declare and distribute dividends to the Shareholders to
allow Shareholders to share the Company's profits.

The recommendation for the payment of any dividend is subject to
the absolute discretion of the Board. In deciding whether to propose
any dividend payout, the Board will take into account, among other
things, the financial results, the earnings and distributable reserves,
the operations and liquidity requirements, the debt ratio and possible
effects on the credit lines, and the current and future development
plans of the Company and any other factors that the Board deems
appropriate. The declaration, form, frequency and amount of any
dividend payout of the Company must also be in accordance with
relevant laws, rules and regulations and subject to the Articles of
Association.

After considering the above mentioned factors, the Board has
recommended a final dividend of HKO.5 cents per ordinary share for
the year ended 31 December 2025. The Board will review the dividend
policy from time to time and may exercise at its sole and absolute
discretion to update, amend and/or modify the dividend policy at any
time as it deems fit and necessary.

CONSTITUTIONAL DOCUMENTS

In the annual general meeting of the Company held on é June
2025, resolution for amendments to the Articles of Association of
the Company for the purposes of, among others, (i) removing the
requirement of having two (2) co-chairmen at all times; (ii) updating
and better aligning the existing Articles of Association with the latest
regulatory requirements in relation to (a) the expanded paperless
regime and the electronic dissemination of corporate communications
by listed issuers; and (b) treasury shares, which came into effect from 31
December 2023 and 11 June 2024 respectively; and (iii) incorporating
certain housekeeping changes, was propose and passed. Details of
the amendments were set out in the Company’s circular dated 29 April
2025.

COMPANY SECRETARY

Mr. Wong Wan Sing is the company secretary of the Company. During
the year ended 31 December 2025, he has undertaken no less than 15
hours of relevant professional training.
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The Board is pleased to present its report together with the audited
consolidated financial statements of the Group for the year ended 31
December 2025.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. Details of the
principal activities of the principal subsidiaries are set out in note 1 to
the consolidated financial statements.

BUSINESS REVIEW

Business review of the Group is set out in “Business Review” section of
“"Management Discussion and Analysis”.

FINANCIAL SUMMARY

A summary of the Group's results, assets and liabilities, which are
extracted from the annual audited reports, are set out on page 243 and
page 244 of this annual report. This summary does not form part of the
audited consolidated financial statements.

RESULTS AND DIVIDENDS

The results of the Group for the year ended 31 December 2025 and its
financial position at that date are set out on the financial statements on
pages 87 to 90 of this annual report.

The Board has recommended a final dividend of HKO.5 cents per
ordinary share (2024: nil), which is subject to the approval by the
Shareholders at the forthcoming annual general meeting to be held
on Friday, 12 June 2026 (the “Annual General Meeting”) and will be
payable on or about Friday, 7 August 2026 to the Shareholders whose
names appear on the register of members on Friday, 10 July 2026.
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CLOSURE OF REGISTER OF MEMBERS

(a)

(b)

For Annual General Meeting

The transfer books and register of members of the Company will
be closed from Tuesday, 9 June 2026 to Friday, 12 June 2026,
both days inclusive, during which period no transfer of Shares
can be registered. The record date for entitlement to attend and
vote at the forthcoming annual general meeting of the Company
(the “Annual General Meeting”) is Friday, 12 June 2026. In order
to be qualified for attending and voting at the Annual General
Meeting, all transfers of Shares accompanied by the relevant
share certificates must be lodged with the Company’s share
registrar in Hong Kong, Computershare Hong Kong Investor
Services Limited, at Shops 1712-1716, 17th Floor, Hopewell
Centre, 183 Queen'’s Road East, Wanchai, Hong Kong not later
than 4:30 p.m. on Monday, 8 June 2026.

For entitlement to the proposed final dividend

The proposed final dividend is subject to the passing of an
ordinary resolution by the Shareholders at the Annual General
Meeting. The record date for entitlement to the proposed final
dividend is Friday, 10 July 2026. For determining the entitlement
to the proposed final dividend, the register of members of the
Company will be closed from Wednesday, 8 July 2026 to Friday,
10 July 2026, both days inclusive, during which period no transfer
of shares will be effected. In order to qualify for the proposed
final dividend, all transfers of shares, accompanied by the
relevant share certificates, must be lodged with the Company’s
share registrars in Hong Kong, Computershare Hong Kong
Investor Services Limited, for registration not later than 4:30 p.m.
on Tuesday, 7 July 2026. Subject to the approval by Shareholders
at the Annual General Meeting, the proposed final dividend will
be paid on or around Friday, 7 August 2026.

ZERERDBFERT

(a)

(b)
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PRINCIPAL RISKS AND UNCERTAINTIES

The political, economic and social conditions in China are experiencing
changes and reforms, which may adversely affect our business, growth
strategies, operating results and financial condition.

Demand for the Group's services and business, financial condition,
results of operations and prospects may be adversely affected by the
following factors:

o political instability or changes in social conditions in China;
J changes in laws, regulations and administrative directives;
J measures which may be introduced to control inflation or

deflation; and
J changes in the rate or method of taxation.

These factors are affected by a number of variables which are beyond

control.

ENVIRONMENTAL POLICIES AND PERFORMANCE

The Group adheres to the concept of green environmental protection
in conducting its business and is dedicated to reduce environmental
impacts and contribute to environmental conservation. The Group
has endeavored to comply with applicable environmental protection
laws and regulations and has developed policies in relation to water
resources, energy saving, office resources, chemical resources,
construction materials, sewage discharge, exhaust gas, solid waste and
noise. For example:

o the Group has adopted water conservation management system
and provided manual on water conservation for employees;

J energy-saving designs and equipment are used in the Group's
wastewater treatment plants;

o paper conservation and doubles-sided printing are promoted,
digital office system is employed to reduce office resources
consumption;

J Energy-saving and recycled materials are used in constructions;

° Dust and noise reducing measures are used in construction sites.
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COMPLIANCE WITH LAWS AND REGULATIONS

Compliance procedures are in place to ensure adherence to applicable
laws, rules and regulations, in particular, those which have significant
impact on the Group. Any changes in the applicable laws, rules and
regulations are brought to the attention of relevant employees and
relevant operation units from time to time.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in the property, plant and equipment of the
Group during the year ended 31 December 2025 are set out in note 13
to the consolidated financial statements.

SHARE CAPITAL

Details of movements in the share capital of the Company during
the year ended 31 December 2025 are set out in note 30 to the
consolidated financial statements.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Articles of
Association or the Companies Act of the Cayman Islands where the
Company was incorporated, which would oblige the Company to offer
new Shares on a pro rata basis to existing Shareholders.

PURCHASE, SALE AND REDEMPTION OF THE
COMPANY'S LISTED SECURITIES

Neither the Company nor any of its subsidiaries purchased, sold or
redeemed any of the Company’s listed securities during the year
ended 31 December 2025.

RESERVES AND DISTRIBUTABLE RESERVES

Details of movements in the reserves of the Company and the Group
during the year ended 31 December 2025 are set out in note 43 to the
consolidated financial statements and in the consolidated statement of
changes in equity on pages 91 to 92 of this annual report respectively.

As at 31 December 2025, the Company’s reserves available for
distribution, calculated in accordance with the provisions of Companies
Act, amounted to approximately RMB1,740.9 million (2024: RMB1,728.2
million).
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MAJOR CUSTOMERS AND SUPPLIERS
For the year ended 31 December 2025, the Group's five largest

suppliers accounted for 19.7% of the Group's total purchases and
purchase from the Group's largest supplier included therein amounted
to 7.2% of the total purchases for the year.

For the year ended 31 December 2025, the Group's sales to its five
largest customers accounted for 39.8% of the Group's total sales and
sales to the largest customer included therein amounted to 13.7% of
the total sales for the year.

Jiangxi Silver Dragon Water Environment Construction Co., Ltd.*
OIFRRBERRIZRELZ AR EME A A (“Jiangxi Silver Dragon”) is
one of the five largest suppliers of the Group during the year ended
31 December 2025. Jiangxi Silver Dragon is a non-wholly owned
subsidiary of China Water, a substantial shareholder of the Company.
Mr. Li Zhong and Mr. Duan, Jerry Linnan, the executive Directors of the
Company, are also directors of China Water and Mr. Chau Kam Wing
Donald, an independent non-executive Director of the Company, is
also an independent non-executive director of China Water. Besides,
Mr. Duan Chuan Liang, a substantial shareholder of the Company, is
the chairman and executive director of China Water. Further details
are set out in the section "Connected Transaction” below. Save as
disclosed, none of the Directors or any of their close associates or any
Shareholders (which, to the best knowledge of the Directors, own more
than 5% of the Company's issued share capital) had any interest in the

Group's five largest customers and suppliers.

BANK LOANS

Particulars of interest-bearing bank and other borrowings of the Group
as at 31 December 2025 are set out in note 29 to the consolidated
financial statements.

CAPITAL MANAGEMENT

Details of the Group's policies on capital management are set out in
note 41 to the consolidated financial statements.

SIGNIFICANT INVESTMENTS HELD
For the year ended 31 December 2025, the Group did not hold any
material investments in the equity interest of other companies.
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MATERIAL INVESTMENT AND FUTURE PLANS OF
CAPITAL ASSETS

As of 31 December 2025, Group had no material investment and other
plans for capital assets.

MATERIAL DISPOSALS OF SUBSIDIARIES

Details of the Group's disposals during the year ended 31 December
2025 are set out in notes 37 to the consolidated financial statements.

RELATIONSHIPS WITH KEY STAKEHOLDERS
EMPLOYEES

Employees are regarded as the most important and valuable assets of
the Group. The objective of the Group’s human resource management
is to reward and recognise performing staff by providing a competitive
remuneration package and implementing a sound performance
appraisal system with appropriate incentives, and to promote career
development and progression by appropriate training and providing
opportunities within the Group for career advancement.

CUSTOMERS AND SUPPLIERS

The Group's customers are generally municipal, district or county
level governments or their designees in China. We typically enter
into agreements with the Group's customers to provide wastewater
treatment and other services on a project-by-project basis.

The Group's business is built on a customer-oriented culture, and
are focused on establishing relationships with district or county level
governments or their designees in China. The Group also understands
that it is important to maintain good relationship with its suppliers and
customers to fulfil its immediate and long-term goals. To maintain
its market competitiveness within the industry, the Group aims at
delivering constantly high standards of quality in the service to its
customers.

SHAREHOLDERS

One of the corporate goals of the Group is to enhance corporate value
to Shareholders. The Group is poised to foster business developments
for achieving the sustainability of earnings growth and rewarding
Shareholders.
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DIRECTORS
The Directors during the year ended 31 December 2025 and up to the
date of this annual report were:

Executive Directors:
Li Zhong (Chairman)
(ceased to be Chairman with effect from 4 February 2026)
Liu Yujie
Duan, Jerry Linnan (Chief Executive Officer)
Zhou Wei (Chief Financial Officer)
(resigned with effect from 4 February 2026)
Du Lindong (Chairman) (appointed as an Executive Director
and Chairman on 4 February 2026)

Non-executive Directors:

Zhao Juanxian (alias, Zhao Junxian) (ceased to be Co-Chairman and
re-designated as non-executive director with effect from
1 January 2025)

Independent non-executive Directors:
Chau Kam Wing Donald

Chang Qing

Peng Yongzhen

In accordance with the Articles of Association, Mr. Li Zhong, Ms. Liu
Yujie and Mr. Chau Kam Wing Donald will retire at the Annual General
Meeting, and being eligible, will offer themselves for re-election.

In accordance with the Articles of Association, any Director appointed
to fill a casual vacancy on the Board or as an addition to the existing
Board shall hold office only until the first annual general meeting of
the Company after his appointment and shall then be eligible for
re-election. Accordingly, Mr. Du Lindong who was appointed as an
executive Director with effect from 4 February 2026 will be eligible
for re-election and has offered himself for re-election at the Annual
General Meeting.

Details of the Directors to be re-elected at the Annual General Meeting
are set out in the circular to the Shareholders.

Biographical details of the Directors and senior management of the
Group are set out on pages 21 to 26 of this annual report.
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DIRECTORS’ SERVICE CONTRACTS

Each of the executive Directors has entered into service contract with
the Company for an initial fixed term of three years and will continue
thereafter until terminated by not less than three months’ notice in
writing served by either party to the other.

Each of the non-executive director and independent non-executive
directors has entered into service contract/letter of appointment with
the Company for an initial fixed term of one year and will continue
thereafter until terminated by not less than one month’s notice in
writing served by either party to the other.

None of the Directors has a service contract which is not determinable
by the Group within one year without payment of compensation (other
than statutory compensation).

DIRECTORS’ INTERESTS IN TRANSACTIONS
OF SIGNIFICANCE, ARRANGEMENTS OR
CONTRACTS

Save as disclosed elsewhere in this annual report, no Director or his/
her connected party had a material interest, either directly or indirectly,
in any transactions of significance, arrangements or contracts to the
business of the Group to which the Company or any of its subsidiaries
was a party during the year ended 31 December 2025.

PERMITTED INDEMNITY PROVISION

According to the Articles of Association, every Director or other officer
of the Company shall be entitled to be indemnified out of the assets
and profits of the Company against all losses or liabilities which he/
she may sustain or incur in or about the execution of the duties of his/
her office or otherwise in relation thereto. The Company has arranged
appropriate directors’ and officers’ liability insurance coverage for the
Directors and officers of the Group.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of the
whole or any substantial part of the business of the Company were
entered into or existed during the year ended 31 December 2025.
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SHARE OPTION SCHEMES
2014 SHARE OPTION SCHEME
The Company has adopted the share option scheme on 14 June 2014
(the “2014 Share Option Scheme”). Subject to the terms of the 2014
Share Option Scheme, the Board shall be entitled at any time within

10 years from the adoption date of the 2014 Share Option Scheme to

offer the grant of an option to any eligible person as the Board may in

its absolute discretion select to subscribe at the subscription price for
such number of Shares as the Board may (subject to the terms of the
2014 Share Option Scheme) determine. The following is a summary of

principal terms of the 2014 Share Option Scheme:

ii))

Purpose of the 2014 Share Option Scheme

The purpose of the 2014 Share Option Scheme is to give the
Eligible Persons of the 2014 Share Option Scheme (as defined in
the following paragraph) an opportunity to have a personal stake
in the Company and help motivate them to optimise their future
performance and efficiency to the Group and/or to reward them
for their past contributions, to attract and retain or otherwise
maintain on-going relationships with such Eligible Persons of
the 2014 Share Option Scheme who are significant to and/or
whose contributions are or will be beneficial to the performance,
growth or success of the Group, and additionally in the case of
Executives (as defined below), to enable the Group to attract and
retain individuals with experience and ability and/or to reward
them for their past contributions.

Participants of the 2014 Share Option Scheme

The Board may, at its absolute discretion, grant options to
subscribe for such number of Shares in accordance with the terms
set out in the 2014 Share Option Scheme to:

(@) any executive Director of, manager of, or other employee
holding an executive, managerial, supervisory or similar
position in any member of the Group (“Executive”), any full-
time or part-time employee, or person for the time being
seconded to work full-time or part-time for any member of
the Group (“Employee”);

(b) a Director or proposed Director (including an independent
non-executive Director) of any member of the Group;

(c) a direct or indirect shareholder of any member of the
Group;
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ii)

iiii)

iv)

Participants of the 2014 Share Option Scheme (Continued)
(d) a supplier of goods or services to any member of the
Group;

(e) a customer, consultant, business or joint venture partner,
franchisee, contractor, agent or representative of any
member of the Group;

()  a person or entity that provides design, research,
development or other support or any advisory, consultancy,
professional or other services to any member of the Group;
and

(@) an associate of any of the persons referred to in paragraphs
(a) to (f) above (the person referred above are the “Eligible
Persons of the 2014 Share Option Scheme”).

Total number of shares available for issue under the 2014
Share Option Scheme

The 2014 Share Option Scheme was expired on 13 June 2024 and
no Share will be issued under the 2014 Share Option Scheme as
at the date of this annual report.

Maximum entitlement of each participant

No option may be granted to any one person such that the
total number of Shares issued and to be issued upon exercise
of options granted and to be granted to that person in any
12-month period exceeds 1% of the Company’s issued share
capital from time to time.

Where any further grant of options to such person would result in
the Shares issued and to be issued upon exercise of all options
granted and to be granted to such person (including exercised,
cancelled and outstanding options) in the 12-month period up
to and including the date of such further grant representing in
aggregate over 1% of the Shares in issue, such further grant shall
be separately approved by the Shareholders in general meeting
with such person and his or her associates abstaining from voting.
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v)

vi)

vii)

viii)

ix)

Period within which the option may be exercised by the
grantee

The Board may in its absolute discretion determine the period
during which a share option may be exercised and which shall
not exceed 10 years from the date of grant but subject to the
provisions for early termination under the terms of the 2014 Share
Option Scheme.

The vesting period of option granted

There is no specific requirement under the 2014 Share Option
Scheme that an option must be held for any minimum period
before it can be exercised. But the terms of the 2014 Share
Option Scheme provide that the Board has the discretion to
impose a minimum period at the time of grant of any particular
option.

Amount payable upon acceptance of the option and the
period within which payment must be made

To accept the grant of an option, HK$1 as consideration for
the grant of an option must be received by the Company from
the grantee within 28 days from the date on which the board
resolution approves the grant of options.

Basis of determining the exercise price of options

The subscription price in respect of any particular option shall be
such price as the Board may in its absolute discretion determine
at the time of grant of the relevant option (and shall be stated
in the letter containing the offer of the grant of the option) but
the subscription price shall not be less than whichever is the
highest of: (a) the nominal value of a Share; (b) the closing price
of a Share as stated in the Hong Kong Stock Exchange’s daily
quotations sheet on the offer date; and (c) the average closing
price of a Share as stated in the Hong Kong Stock Exchange’s
daily quotations for the 5 business days (as defined in the Listing
Rules) immediately preceding the offer date.

The remaining life of the Share Option Scheme

The 2014 Share Option Scheme will remain in force for a period
of 10 years and has been expired on 13 June 2024. No option
is available for grant under the 2014 Share Option Scheme on
1 January 2025 and 31 December 2025. The options granted
under the 2014 Share Option Scheme could be exercised by the
participants at any time during the option exercisable period and
notwithstanding that the 2014 Share Option Scheme had expired.
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Set out below are the details of the movements of share options W THE#HABE-"TE-_AF+-_A=+—H
granted under the 2014 Share Option Scheme during the year ended [t FERRE T —NFBEREFIRLH

31 December 2025: REARER F B IS ¢
Number of share options Weighted
BREHE average
closing
price of
shares
Outstanding Outstanding immediately
Exercise asat Granted ~ Exercised  Cancelled Lapsed asat before the
Date of priceper 1 January during during during during 31 December Vesting Exercise dates of
Name/ description of grantee grant share 2025 the year the year the year the year 2025 period period exercise
RN-%-5% BEfE
RZB-3f +=A BAE RS
skkf  -A-H RER =t-A mETS
RRARE/ BRI BEEH  NOEE  HATE  REARE  REATE  EE/RN RMERRN HAGR BEA s K
(HKS) (HKS)
(BT) (BT)
Directors
g2
LiZhong 31/5/2024 03 16,000,000 - (16,000,000 - - 352024 31/5/2005- 0.365
X 30/5/2005" 15/9/2025%
Liu Yujie 31/5/2024 03 16,000,000 - (16,000,000 - - AU 31/5/205- 0365
9EA 30/5/20250 15/9/2025%
Duan, Jerry Linnan 31/5/2024 0.3 16,000,000 - (16,000,000 - - 352024 31/5/2005- 0.380
(Chief Executive Officer) 30/52025"  15/9/2025@
Bt (1rmsest)
Zhou Wei (Chief Financial Officer) ~ 31/5/2024 03 16,000,000 - (16,000,000 - - AU 31/5/205- 0382
(resigned on 4 February 2026) 30/52050 15/9/2025%
RE G5es)
(R=E=AEZAMAEM)
Chau Kam Wing Donald 31/5/204 03 2,000,000 - (2000000 - - 5204 31/5/2025- 038
EEF 30520250 15/9/2025%
Chang Qing 31/5/2024 03 2,000,000 - (2,000,000 - - 35204 31/5/2005- 0.385
BiE 30/5/2005" 15/9/2025%
Peng Yongzhen 31/5/2004 03 2,000,000 - (2000,000) - - IS4 31/5/2025- 0385
B 30520250 15/9/2025%
Other employee participants 31/5/2024 03 143973500 - (972735000 (44200000 (2,500,000) - S0 375205 0.380
EftEaS5E% 30/5/2005" 15/9/2025%
Total 213,973,500 - (167,273500) (44,200,000 (2,500,000 -

B3t
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Notes:

m

All share options granted on 31 May 2024 under the 2014 Share Option Scheme
were vested on 31 May 2025. The weighted average closing price of the shares
immediately before the date on which the share options were vested is HK$0.345.

The exercise period may be extended by the Board in its absolute discretion,
provided that the end date shall not be later than 10 years from the date of grant.

A total of 44,200,000 share options were cancelled at the price of HK$0.048 for
each share option upon the acceptance of option offer made to the optionholders.
Further details of the option offer are set out in the Company’s composite
document dated 1 September 2025 and announcement dated 22 September 2025.

2025 SHARE OPTION SCHEME

An ordinary resolution was passed in the annual general meeting of

Company held on 6 June 2025 to approve the adoption of a new share
option scheme (the “"2025 Share Option Scheme”). The 2025 Share
Option Scheme became unconditional and was adopted on 9 June
2025 (the “Adoption Date”).

Purpose of the 2025 Share Option Scheme

The purpose of the 2025 Share Option Scheme is to reward the
eligible participants for their contributions, to attract, motivate
and retain the best available and high calibre personnel of
the Group, to provide additional incentives to the eligible
participants and to promote the overall success of the business
of the Group. The 2025 Share Option Scheme will give the
eligible participants an opportunity to have a personal stake in
the Company which will help motivate the eligible participants
in optimising their performance and efficiency and attract and
retain the eligible participants whose contributions and/or
potential contributions are important to the long-term growth,
performance and/or success of the Group.
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2025 SHARE OPTION SCHEME (Continued)

Participants of the 2025 Share Option Scheme

Pursuant to the terms of the 2025 Share Option Scheme, eligible

ii)

iiii)

participants include:

(a)

employee participant(s) which include the director(s) and
employee(s) (whether full-time or part-time but excludes
a former employee of the Group unless such former
employee otherwise qualifies as an eligible participant)
of any member of the Group (including persons who are
granted options under the 2025 Share Option Scheme as
inducement to enter into employment contracts with any
member of the Group);

related entity participant(s) which include directors and
employees (whether full time or part time but excludes
any former employee unless such former employee
otherwise qualifies as an eligible participant) of the holding
companies, fellow subsidiaries or associated companies of
the Company; and

service provider(s) which include person(s) who provide
services to any member of the Group on a continuing or
recurring basis in its ordinary and usual course of business
which are in the interests of the long term growth of
the Group, which include any independent distributor,
contractor, supplier, agent, consultant, adviser and/or
business partner in relation to the Group's businesses, but
excluding any placing agents or financial advisers providing
advisory services for fundraising, mergers or acquisitions,
and other professional services provider such as auditors or
valuers who provide assurance, or are required to perform
their services with impartiality and objectivity.

Total number of shares available for issue under the 2025

Share Option Scheme

The maximum number of shares which may be issued upon

exercise of all share options to be granted under the 2025 Share
Option Scheme is 213,973,500 Shares, representing 10% and
approximately 9% of the total number of Shares in issue as at

the Adoption Date and as at the date of this annual report,

respectively.

During the year ended 31 December 2025, no option was
granted under the 2025 Share Option Scheme.
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iv)

V)

Maximum entitlement of each participant

For any twelve (12)-month period up to and including the date
of grant of an option, the aggregate number of Shares issued
and to be issued (including any treasury shares which may be
transferred, as applicable) in respect of all options and awards
granted to such eligible participant (excluding any options and
awards lapsed in accordance with the terms of the relevant
schemes) shall not in aggregate exceed 1% of the total number
of Shares in issue (excluding treasury Shares) as at the date of
grant unless separately approved by the Company’s shareholders
in general meeting with such eligible participant and his/her close
associates (or associates if the eligible participant is a connected
person) abstaining from voting.

Where options are proposed to be granted to an independent
non-executive Director or a substantial shareholder (as defined in
the Listing Rules) or any of their respective associates and if such
grant would result in the Shares issued and to be issued (including
any treasury Shares which may be transferred, as applicable) in
respect of all options and awards granted and to be granted
(excluding any options and awards lapsed in accordance
with the terms of the relevant schemes) to such person in any
twelve (12)-month period up to and including the date of grant
representing in aggregate over 0.1% of the total issued Shares
(excluding treasury Shares), such further grant of options must be
approved by Company's shareholders in a general meeting of
the Company with such grantee, his/her associates and all core
connected persons of the Company abstaining from voting in
favour of the proposed grant at such general meeting.

Period within which the option may be exercised by the
grantee

Subject to the terms of the 2025 Share Option Scheme, an
option may be exercised in whole or in part at any time during
the period to be determined and notified by the Directors to the
grantee thereof at the time of making an offer for the grant of
option provided that such period shall not exceed the period of
ten (10) years from the date of the grant of the particular option
but subject to the provisions for early termination of the 2025
Share Option Scheme.
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vi)

Minimum holding period, vesting and performance target
Save for the circumstances prescribed below, an option must be
held by the Grantee for at least twelve (12) months before the
Option can be exercised.

The Board may at its discretion grant a shorter vesting period to
an employee participant in the following circumstances:

(@) grants of “make-whole” option(s) to new joiners to replace
the share options they forfeited when leaving the previous
employers;

(b) grants to an employee participant whose employment
is terminated due to death or occurrence of any out-of-

control event;

(c) grants that are made in batches during a year for
administrative and compliance reasons, which include
options that should have been granted earlier if not for
such administrative or compliance reasons had to wait for
the subsequent batch. In such case, the vesting period may
be shorter to reflect the time from which the option would
have been granted;

(d) grants of options with a mixed or accelerated vesting
schedule such as where the options may vest evenly over a
period of twelve (12) months; or

(e)  grants with performance-based vesting conditions in lieu of
time-based vesting criteria as determined in the conditions
of grant.

each of which is considered appropriate and serves the purpose
of the 2025 Share Option Scheme to provide flexibility to grant
options (i) as part of competitive terms and conditions to induce
valuable talent to join the Group (sub-paragraphs (a) and (d)); (ii)
to reward contribution which may otherwise be neglected due to
administrative or technical reasons (subparagraphs (b) and (c));
(i) to reward exceptional performers with accelerated vesting
(subparagraph (d)); (iv) to motivate exceptional performers based
on performance metrics rather than time (sub-paragraph (e)); and
(v) in exceptional circumstances where justified (subparagraphs (a)

to (e)).
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vii)

viii)

ix)

Amount payable upon acceptance of the option and the
period within which payment must be made

The offer of a grant of option may be accepted within twenty-one
(21) days from the date of grant, upon payment of a consideration
of HK$1 by the grantee.

Basis of determining the exercise price of options

The exercise price per share in relation to an option under the
2025 Share Option Scheme may be determined by the Board at
its absolute discretion, provided that it shall not be less than the
highest of: (a) the closing price of the Shares as shown in the daily
quotations sheet of the Stock Exchange on the offer date, which
must be a business day; and (i) the average of the closing prices
of the Shares as shown in the daily quotations sheets of the Stock
Exchange for the five (5) consecutive business days immediately
preceding the offer date; and (c) the nominal value of the Share
on the offer date.

The remaining life of the Share Option Scheme

The New Share Option Scheme shall continue in force for the
period commencing from the Adoption Date, and expiring at the
close of business on the date which falls ten (10) years after the
Adoption Date (i.e. 9 June 2035).

The number of options available for grant under the scheme
mandate limit and the service provider sublimit under the
2025 Share Option Scheme are 213,973,500 and 85,589,400
respectively at the Adoption Date and as at 31 December 2025.
No option has been granted, cancelled, outstanding, exercised
or lapsed under the 2025 Share Option Scheme during the year
ended 31 December 2025.

The number of shares that may be issued in respect of options
granted under the 2014 Share Option Scheme and 2025 Share
Option Scheme during the year ended 31 December 2025
representing 0% of the weighted average number of Shares for
the year ended 31 December 2025.

EMOLUMENT POLICY

The Remuneration Committee was set up for reviewing the Group's

emolument policy and structure for all remuneration of the Directors

and senior management of the Group, having regard to the Group's
operating results, individual performance of the Directors and senior
management and comparable market practices.
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REMUNERATION OF DIRECTORS AND FIVE
INDIVIDUALS WITH HIGHEST EMOLUMENTS
Details of the emoluments of the Directors and five highest paid
individuals are set out in notes 8 and 9 to the consolidated financial
statements.

DIRECTORS’ AND CHIEF EXECUTIVE'S INTERESTS
AND SHORT POSITION IN SHARES, UNDERLYING
SHARES AND DEBENTURES

As at 31 December 2025, the interests and short positions of the
Directors and the chief executive of the Company in the Shares,
underlying Shares and debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the Securities
and Futures Ordinance (“SFO")) (i) which were required to be notified
to the Company and the Hong Kong Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO (including interests and short
positions which were taken or deemed to have under such provisions
of the SFO), or (i) which were required, pursuant to section 352 of the
SFO, to be entered into the register maintained by the Company, or
(iii) which were required to be notified to the Company and the Hong
Kong Stock Exchange pursuant to the Model Code were as follows:

EERTEBEHMA LM

E=ENTRRSFMATOFEHFBENG
BUBHRMEI NG -

EEREETRAERKRG A
FAROKREEINEZRAR

R-E-RAFE+-_A=+—H ARAESE
RESITHRABRAR R AT M EEEE
(EEREBHFLRBEEN ([EERBEEG))
EXVER) MR - BB G REEEFR &
BOREBEBLELHEENEXVIETRED
HBMEARARBIREBH AT AR
(BIERIEFE S K E G0 B BIE U 8 {Esk
REBEBNEZEAE)  HHBEFEHFR
HEEMEI2EAHARRARFEFEENE
st RORE - sk R BEESTRIZE A
GARRNEBH IS AR IOT ¢

Approximate
percentage of
issued share

Number of capital of

Name of Director Capacity/Nature of Interest Shares  the Company

AR

EBRITRAH

EEnS B EntE R #E A=

Mr. Li Zhong Beneficial owner (long position) 26,000,000 1.13%
FhELE BB AUFR)

Ms. Liu Yujie Beneficial owner (long position) 26,000,000 1.13%
FERLL EnERA(FE)

Mr. Duan, Jerry Linnan Beneficial owner (long position) 26,000,000 1.13%
B L L EnEEAFR)

Mr. Chau Kam Wing Donald Beneficial owner (long position) 4,000,000 0.17%
[EshoR e 4 EaEBAFR)

Mr. Chang Qing Beneficial owner (long position) 4,000,000 0.17%
FBBRE EnEEATR)

Mr. Peng Yongzhen Beneficial owner (long position) 4,000,000 0.17%

EXBLE

EmEAAGFR)
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DIRECTORS’ AND CHIEF EXECUTIVE'S INTERESTS
AND SHORT POSITION IN SHARES, UNDERLYING
SHARES AND DEBENTURES (Continued)

Save as disclosed, as at 31 December 2025, none of the Directors
and the chief executive of the Company had or was deemed to have
any interest or short position in the Shares, underlying Shares or
debentures of the Company or its associated corporations (within the
meaning of Part XV of the SFO) that was required to be recorded in
the register of the Company required to be kept under Section 352 of
the SFO, or as otherwise notified to the Company and the Hong Kong
Stock Exchange pursuant to the Model Code.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Save as otherwise disclosed in this annual report, at no time during
the year ended 31 December 2025 were rights to acquire benefits by
means of the acquisition of Shares in or debentures of the Company
granted to any Director or their respective spouse or children under
18 years of age, or were any such rights exercised by them; or was the
Company and any of its subsidiaries a party to any arrangement to
enable the Directors, or their respective spouse or children under 18
years of age, to acquire such rights in any other body corporate.
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SUBSTANTIAL SHAREHOLDERS' INTERESTS

AND SHORT POSITIONS IN SHARES AND
UNDERLYING SHARES

As at 31 December 2025, to the best knowledge of the Directors,
the following persons (not being a Director or chief executive of the
Company) had interests or short positions in the Shares or underlying
Shares which fall to be disclosed to the Company under the provisions
of Divisions 2 and 3 of Part XV of the SFO as recorded in the register
required to be kept by the Company pursuant to section 336 of the
SFO:

FERRRER G RERRKRD S
BERARA

RZZE_RF+_A=+—8 HREZME -
ATAL(BFEAARRAZSITHAERIN)
R AR R P A REE 5 R E K
BIEXVERSE 2 M FE 357 BE IR X AR AR A
BENCTHERARRARIEES MNP ERDE
IFEAFENTCMAOESIORE

Number of  Percentage of
Shares/ Issued Share
Underlying Capital of
Name Capacity/Nature of Interest Shares held  the Company
FriE®e, HARATE BT
HE A8 B Eanity HERAEE BAWE D
Mr. Duan Chuan Liang™ Beneficial owner (long position) 858,459,455 37.21%
BEREED EnHEAATE)
China Water Affairs Group Limited® Interest of controlled corporation 632,453,657 27.41%
(“China Water") (long position)
FEIKBEBBRARO S EERD (FR)
([FREKH])
Sharp Profit Investments Limited Beneficial owner (long position) 632,453,657 27.41%

(“Sharp Profit”)@ BEmEa A (TE)

Notes:

(1) Mr. Duan Chuan Liang is the father of Mr. Duan, Jerry Linnan, an executive Director
and the Chief Executive Officer of the Company.

2 Sharp Profit is wholly owned by China Water. China Water is therefore deemed to
be interested in Sharp Profit's interests in the Company under the SFO.

Save as disclosed, and as at 31 December 2025, the Directors were
not aware of any persons (who were not Directors or chief executive
of the Company) who had an interest or short position in the Shares
or underlying Shares of the Company which would fall to be disclosed
under Divisions 2 and 3 of Part XV of the SFO, or which would be
required, pursuant to Section 336 of the SFO, to be entered in the
register referred to therein.

DIRECTORS’ INTEREST IN COMPETING BUSINESS

Save as disclosed in this annual report, as at 31 December 2025, none
of the Directors or their respective associates had engaged in or had
any interest in any business which competes or may compete with the
businesses of the Group.

(1) BEREESADANITERRITHRAEBEMME
2R e

(2 Sharp Profit B P BRI 2 E A - HMREEFR
HEEB] - P BIKBE KR R Sharp Profit i B ) 7
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CONNECTED TRANSACTION

On 25 September 2020, Kangda Investment (Hong Kong) Company
Limited (“Kangda Investment (Hong Kong)”), an indirectly wholly-
owned subsidiary of the Company, entered into a framework
construction services agreement (the “Construction Services
Agreement”) with Jiangxi Silver Dragon, pursuant to which, the
parties agreed that Jiangxi Silver Dragon may be selected to provide
civil works, construction, installation works and supply of equipment
for projects of the Group relating to the construction, upgrading,
reconstruction and expansion of wastewater treatment facilities
through a tender process in compliance with the applicable laws
and regulations in the PRC. The term of the Construction Services
Agreement commenced from the date of the Construction Services
Agreement and ended on 31 December 2022. Jiangxi Silver Dragon
is a non-wholly owned subsidiary of China Water, a substantial
shareholder of the Company. Therefore, Jiangxi Silver Dragon is an
associate of China Water and a connected person of the Company.
The transactions in relation to the Construction Services Agreement
constitute continuing connected transactions of the Company under
Chapter 14A of the Listing Rules, and the Company's independent
shareholders approved the continuing connected transactions in
relation to the Construction Service Agreement in the extraordinary
general meeting of the Company held on 16 November 2020. Further
details of the Construction Services Agreement were set out in the
announcement of the Company dated 25 September 2020 and circular
dated 30 October 2020.

On 8 November 2022, Kangda Investment (Hong Kong) and Jiangxi
Silver Dragon entered into a new construction services agreement
(the "2022 Renewed Construction Services Agreement”) to renew
the Construction Services Agreement for a term commencing from 1
January 2023 and ending on 31 December 2025. Further details of the
2022 Renewed Construction Services Agreement were set out in the
announcement of the Company dated 8 November 2022. The annual
caps under the 2022 Renewed Construction Services Agreement for
the years ended 31 December 2023, 2024 and 2025 are RMB55 million,
RMB55 million and RMB55 miillion, respectively.
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CONNECTED TRANSACTION (Continued)

On 22 December 2025, Kangda Investment (Hong Kong) and Jiangxi
Silver Dragon entered into a new construction services agreement (the
“2025 Renewed Construction Services Agreement”) to further renew
the Construction Services Agreement for a term commencing from 1
January 2026 and ending on 31 December 2028. Further details of the
2025 Renewed Construction Services Agreement were set out in the
announcement of the Company dated 22 December 2025. The annual
caps under the 2025 Renewed Construction Services Agreement for
the years ending 31 December 2026, 2027 and 2028 are RMB45 million,
RMB45 million and RMB45 million, respectively.

The Company has complied with the disclosure requirements in
accordance with the Listing Rules.

Pursuant to Rule 14A.09 of the Listing Rules, as Huizhou Kangda
Yingzhihuang Water Co., Ltd.* (BMEZER 2 2/KFEER A F),
Jiaoling Kangda Environmental Governance Co., Ltd. (2B E IR E)6
B AR AR]), Jilin Kangda Environmental Protection Co., Ltd.* (5 #REE
EIRIRBMR A A, Weihai Kangda Ecological Environment Treatment
Co., Ltd.* (BB R ZEERIREEL A AE B R A F]) and Shenyang Jinhai
Kangda Environmental Protection Water Co., Ltd.* (&[5 i1 /8 &
IRIRIKTE B BR A7) are insignificant subsidiaries of the Group, the
related party transactions between the Group and their respective non-
controlling shareholders set out in note 38 of the consolidated financial
statements do not constitute connected transactions or continuing
connected transactions under the Listing Rules.

Save as disclosed above, the other transactions set in note 38 of the
consolidated financial statements either do not constitute connected
transactions or continuing connected transactions of the Company
or are exempted from reporting, announcement, annual review and
independent shareholders’ approval requirements under Chapter 14A
of the Listing Rules.

*  For identification purposes only
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CONFIRMATION FROM INDEPENDENT NON-
EXECUTIVE DIRECTORS AND AUDITORS

The independent non-executive Directors have reviewed the above

continuing connected transactions of the Group and have confirmed

that these transactions have been entered into:

0]

(ii)

(iii)

in the ordinary and usual course of business of the Group;
on normal commercial terms; and
in accordance with the relevant agreement governing such

transactions on terms that are fair and reasonable and in the
interests of the Shareholders as a whole.

The auditors of the Company have reported to the Directors that

nothing has come to their attention that causes the auditors to believe
that, during the year ended 31 December 2025:

(i)

(i)

(iii)

(iv)

the above continuing connected transactions have not been
approved by the Board,;

the above continuing connected transactions that involve
provision of goods or services by the Group, were not, in all
material respects, in accordance with the pricing policies of the
Company;

the above continuing connected transactions were not entered
into, in all material respects, in accordance with the relevant
agreement governing such transactions; and

the respective cap amounts set out for the relevant agreement
referred to above have been exceeded.
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POST BALANCE SHEET EVENTS

The material post balance sheet events are disclosed in note 42 to the
consolidated financial statements in this report.

AUDIT COMMITTEE

The Audit Committee had reviewed together with the management
and independent auditor the accounting principles and policies
adopted by the Group and the audited consolidated financial
statements for the year ended 31 December 2025.

CODE OF CONDUCT REGARDING DIRECTORS’
SECURITIES TRANSACTIONS

The Company has adopted a code of conduct regarding Directors’
securities transactions on terms no less exacting than the required
standard set out in the Model Code contained in the Listing Rules.
Specific enquiry has been made to all the Directors and the Directors
have confirmed that they had complied with such code of conduct
during year ended 31 December 2025.

CORPORATE GOVERNANCE

The Company is committed to maintaining high standards of corporate
governance to safeguard the interests of shareholders of the Company
and to enhance corporate value and accountability. During the year
ended 31 December 2025, the Company has compiled with all the
applicable provisions of the CG Code as set out in Appendix C1 to the
Listing Rules.
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SUFFICIENCY OF PUBLIC FLOAT

Based on information publicly available to the Company and to the
knowledge of the Directors, at least 25% of the Company’s total issued
share capital, the prescribed minimum percentage of public float
approved by the Hong Kong Stock Exchange and permitted under the
Listing Rules, are held by the public at all times during the year ended
31 December 2025 and up to the date of this annual report.

AUDITOR

Ernst & Young has acted as auditor of the Company for the year ended
31 December 2025.

Ernst & Young shall retire at the Annual General Meeting and, being
eligible, will offer themselves for re-appointment. A resolution for the
re-appointment of Ernst & Young as auditor of the Company will be
proposed at the Annual General Meeting.

On behalf of the Board

Du Lindong
Chairman

Hong Kong, 19 March 2026
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Independent Auditor’s Report
R - E S

To the shareholders of
Kangda International Environmental Company Limited
(Incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of Kangda
International Environmental Company Limited (the “Company”) and its
subsidiaries (the “Group”) set out on pages 87 to 242, which comprise
the consolidated statement of financial position as at 31 December
2025, and the consolidated statement of profit or loss and other
comprehensive income, the consolidated statement of changes in
equity and the consolidated statement of cash flows for the year then
ended, and notes to the consolidated financial statements, including
material accounting policy information.

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

BASIS FOR OPINION

We conducted our audit in accordance with International Standards on
Auditing ("ISAs") as issued by the International Auditing and Assurance
Standards Board (“IAASB"). 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 Code of Ethics
for Professional Accountants (the "Code”) issued by the Hong Kong
Institute of Certified Public Accountants ("HKICPA"), 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.
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Independent Auditor’s Report
¥ 3 A% BUET R

KEY AUDIT MATTERS

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

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

Key audit matter

HEEITER

BAREIEE®)

How our audit addressed the key audit matter

EENENARERRETSE

Provision for impairment of trade and bills receivables and financial receivables

B SRR REWTIR L T R R (B 1

Trade and bills receivables and financial receivables were
significant to the consolidated financial statements and the
majority of the receivables were generated from service
concession arrangements, engineering procurement
construction ("EPC") contracts, and build-transfer contracts.
Expected credit losses ("ECLs") allowances for trade and
bills receivables are made based on the assessment of the
recoverability of receivables due from customers. The Group
is required to regularly assess the recoverability of its trade
and bills receivables and financial receivables. This involves
significant judgement and estimation as the ECLs allowances
must reflect information about past events, current conditions
and forecasts of future conditions.
BHRWARBREWEERR /EWRIBSEGS M ERKE
BEKXR MAZHEWFKIELREREEFTLCELE T8
KEEE(EPCHEHRER —BRa - EHRWFIAR
BREBENEREEBRE ((AHREEEER] BEHIIRELHE
W P IE R W EIRR E AT ERY AT b ETIE - B R EZ8FE BRT
HEFRERKFEREREZER RS REVRIBNATHERE -
MErRERAGRGES  REAAEBREEBEREARKR
BEBTES - BAKAFMRREEMRTBREEL

Relevant disclosures are included in note 2.4 material
accounting policies — “impairment of financial assets”,
note 2.5 significant accounting judgements and estimates
— estimation uncertainty — “Provision for expected credit
losses on trade and bills receivables, financial receivables and
contract assets”, note 20 “financial receivables”, and note
22 "trade and bills receivables” to the consolidated financial
statements.
HEBEESHRGEVBMERME24ERSFTEE —[2HE
ERE] - MfisE25 ERE A REE — st el —&
SERSBEREREE SRENFERGHNEEEHREER
EERE] - 20 & R FEUGRIE ] R 3E 22 B 5 fEWGRIA
REKRER] -

Our procedures to assess the recoverability of
trade and bills receivables and financial receivables
included, among others, obtaining confirmations of
trade and bills receivables and financial receivables,
examining evidence of collection of trade and bills
receivables and financial receivables after the year
end, recalculating the ageing analysis by customers,
examining the Group's assessment of the customers’
financial circumstances and ability to repay the debt,
comparing the Group's provisioning rates against
historical collection data, and considering the
customers’ historical payment habits along with other
macroeconomic information and other reasonable
and supportable forward-looking information.
EEHRTME S R R B E R K2 B E WK
BEHRREREEMMETHREFEEETRRMLES
JE WK IR & R W SRR B & B PR U R IR ERS HE AR - IR
FHEAKBRBRDEZREFANBREELRE®
EWGRIBHERE  EMTETFPAERRKRDIT - &
. EEEHTFHMBERAMEEERENOE -
R BEEENBEEHEXRBENRERE BATP
WX EBMAEMEZELCBEENAREMEEESR
R RTIEEE R -

We also assessed ECLs allowances model and
checked the calculations.

BEENEHEEMEEEREE  YREEMtE -

In addition, we evaluated the adequacy of the
disclosures regarding the ECLs allowances for trade
and bills receivables and financial receivables.

o EZETEREIRUFEREREREES
BEWRIBEREEEEREMERBERE RS °
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KEY AUDIT MATTERS (Continued)

Key audit matter
REETSEE

BAREIEE®)

How our audit addressed the key audit matter

EENETNARERRETSE

Recognition and measurement of the contract revenue for service

RBFEFAEE LR FRIE KR s B R AT E

The Group engages in certain service concession arrangements
under the terms of Build-Operate-Transfer (“BOT") in which
the Group carries out the construction work of municipal
infrastructure for certain governmental authorities or their
designees (the “"Grantors”) and receives in return the rights
to operate municipal infrastructure concerned in accordance
with the pre-established conditions set by the Grantors. The
measurement of revenue for service concession arrangements
which is accounted for under IFRIC 12 Service Concession
Arrangements involves significant management judgements
and estimates including determination of applicable
accounting model, estimation of the future guaranteed
receipts, prevailing market rate of construction gross margins,
and discount rates as used in the valuation process.

Rizg®k — B —BR(BOT)MGR - EEEFILET
RISF AR E 8 Bt ESEREE TBUT B EIE
EHME(RTADBEZLGEETRERREETER
T YRS MRERKENELEESDR - RIFZEER Y
BREZREBEZESF 2R RBBALELHFTERBETL
g?%ﬁkﬁ’ﬂﬂﬂlmﬁfﬁék BHE AR BREECEB SR
B AR ARKEREBENKE - RIOTTENTREENX LG
EREPATARERX -

Relevant disclosures are included in note 2.4 material
accounting policies — “service concession arrangements”,
note 2.5 significant accounting judgements and estimates
— judgements — "accounting for service concession
arrangements” and “percentage of completion of
construction services”, note 4 “revenue” and note 20 “financial
receivables” to the consolidated financial statements.

HEARBEHNGEE VBRI T 24ERNSFBER — [ RBF
S HE] - IMEE 2.5 KRG AHI B R fh 5 — HIE — R
AR ETN et R | RIZRMBRIADL] - T4

[Was | AR P52 20 € B e H SRR ] »

concession arrangements

We reviewed the contract terms of the service
concession arrangements and assessed the
accounting model adopted and the future
guaranteed receipts. We evaluated the competency
and objectivity of the external appraiser engaged
by management to assist the determination of the
gross margin for construction service and discount
rates. We also evaluated the basis and assumptions
in the valuation and performed a comparison of the
inputs used in the valuation against external market
data. In addition, we involved our internal valuation
specialists to assist us in evaluating the gross
margin for construction service and the discount
rates. We reviewed the methods and assumptions
adopted by management in determining the total
budgeted costs. We checked the relevant supporting
documents for actual costs on a sampling basis. We
also performed cut-off testing procedures to check
whether material costs had been recognised in the
appropriate accounting periods.
i”E%ﬁﬁﬂEﬂ‘k%uﬁé%?HFE’JQ%’M AL Y 4 P
RMEARALRROBEREBNYEE - EEZFAHE
EE?\\H-—_—,E’METEEWT&’JBJJ EILRRBENE MR
ENEEN BB F

et EEERKRR
iﬁﬂﬂmﬁﬁﬁ)ﬂﬁﬁﬂ\%ﬂﬁéﬁwl\ M EIREITHE -

s EE \/)ELIN*B1ET§$%T5%BJJB§¥;MEI%£
RENENERMRAXR EFCEHNEEEETR
BE Ziﬁfﬁﬁ?m%mﬁ/?i&@““ - BEEE R

ABRERKANEBRBAXM - EFTHATEL
RABIEF - EREARAREERS ﬂa?r,ﬁﬂf'aﬁﬁﬁ%’w

We also assessed the adequacy of the relevant
disclosures

M EEEARERERD °

KANGDA INTERNATIONAL ENVIRONMENTAL COMPANY LIMITED / ANNUAL REPORT 2025



Independent Auditor’s Report
R - E S

OTHER INFORMATION INCLUDED IN THE
ANNUAL REPORT

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

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

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

RESPONSIBILITIES OF THE DIRECTORS FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

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

The directors of the Company are assisted by the Audit Committee in
discharging their responsibilities for overseeing the Group's financial
reporting process.
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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. Our report is made solely to you, as
a body, and for no other purpose. We do not assume responsibility
towards or accept liability to any other person for the contents of this
report.

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

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

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

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

o Evaluate the appropriateness of accounting policies used and the
reasonableness of accounting estimates and related disclosures
made by the directors.
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AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (Continued)

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

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 within the Group as a basis for forming
an opinion on the consolidated financial statements. We are
responsible for the direction, supervision and review of the audit
work performed for purposes of the group audit. We remain
solely responsible for our audit opinion.

We communicate with the Audit Committee regarding, among other

matters, the planned scope and timing of the audit and significant

audit findings, including any significant deficiencies in internal control

that we identify during our audit.
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AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (Continued)

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

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

The engagement partner on the audit resulting in this independent
auditor’s report is Leung Yin (practising certificate number: P07553).

Ernst & Young
Certified Public Accountants
Hong Kong

19 March 2026
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

REREEREMEZEHKER

Year ended 31 December2025 &HZE-—ZE-_RAF+-_A=+—HILFE

2025 2024
—EBE_HFE —E_NF
Notes RMB'000 RMB’000

B 5E ARBTRE ARETTIT

REVENUE g 4 2,426,854 2,261,282
Cost of sales SHE R AR (1,336,270) (1,172,268)
Gross profit EH 1,090,584 1,089,014
Other income and gains H AUz A K Wz 5 89,346 66,814
Selling and distribution expenses HE R HEAY (908) (956)
Administrative expenses TR X2 (246,808) (284,040)
Other expenses H B (137,462) (88,290)
Finance costs RBE B A 7 (446,805) (544,211)
Share of profits and losses of: DIRA T AEE ¢

Associates i /N 807 1,058

Joint ventures EEE (4,283) (3,146)
PROFIT BEFORE TAX FRBE AT R b 344,471 236,243
Income tax expense FriS i<z 10 (100,948) (65,362)
PROFIT FOR THE YEAR F 5 Fl 243,523 170,881
Attributable to: T & IBES, -

Owners of the parent BRAREA A 237,260 167,998

Non-controlling interests FEVE AR HE 2 6,263 2,883

243,523 170,881

EARNINGS PER SHARE ATTRIBUTABLE BATIEEEFZEA
TO ORDINARY EQUITY HOLDERS OF FE{hERZEF

THE PARENT
Basic for profit for the year FEEREF

(expressed in RMB per share) (ANBRARB BER) 12 10.81 centsZ 7.85cents >
Diluted for profit for the year FREEEH A

(expressed in RMB per share) (AEBRAREE BBEMN) 12 10.75centsZ 7.85cents
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

REBRRREMEEHKER

Year ended 31 December2025 #HE T -—AF+_-_A=+—HILFE

2025 2024
ZB-HRE —_T_WF
Notes RMB’000 RMB’000
Bt AR¥TR AR%TT
OTHER COMPREHENSIVE INCOME Hit 2w
Other comprehensive income that BregREERRER»EE
will not be reclassified to profit or loss 18z 2 E b 2 MUz ¢
in subsequent periods:
Equity investments designated at fair BRI RTER AHAM
value through other comprehensive FHEHKEMRERE
income:
Changes in fair value NFEEE) 5,000 52,000
Income tax effect itz 2 (750) (7,800)
4,250 44,200
Net other comprehensive income that HrgREEREER > ER
will not be reclassified to profit or loss 182 2 E fib 2 U &5 F 58
in subsequent periods 4,250 44,200
OTHER COMPREHENSIVE INCOME FREMEEKE - HIRHE
FOR THE YEAR, NET OF TAX 4,250 44,200
TOTAL COMPREHENSIVE INCOME FRE2EWKEHE
FOR THE YEAR 247,773 215,081
Attributable to: THIEIBREL,
Owners of the parent NECIE RPN 241,510 212,198
Non-controlling interests JEVERR M A 6,263 2,883
247,773 215,081

KANGDA INTERNATIONAL ENVIRONMENTAL COMPANY LIMITED / ANNUAL REPORT 2025



Consolidated Statement of Financial Position

e MR R

31 December 2025

—E-RAF+ZA=+—H

31 December

31 December

2025 2024
—EBE-RFE —E_OF
Notes RMB’000 RMB’000
B 5 AR®BTR ARETT
NON-CURRENT ASSETS ERBEE
Property, plant and equipment W - BEE&E 13 50,810 48,682
Investment properties "EYE 3,551 10,465
Right-of-use assets EREEE 14 4,047 1,737
Investments in associates REEZ QBRI E 15 235,011 234,998
Investments in joint ventures NE B ERIRE 16 70,662 74,945
Service concession intangible assets BEREE — REETFLE 18 1,443,148 1,525,762
Other intangible assets HiEREE 1,122 1,433
Goodwill E 19 17,170 17,170
Financial receivables T Bl e WK IR 20 9,527,339 9,631,996
Deferred tax assets EIERIBEE E 21 76,474 81,002
Prepayments, other receivables and TR FRIA  EoAh UK IE
other assets Hi&EE 23 15,747 18,731
Contract assets BEHNEE 24 396,732 492,730
Total non-current assets FERBEELE 11,841,813 12,139,651
CURRENT ASSETS RBEE
Inventories 78 15,044 17,534
Contract assets BENEE 24 87,929 53,057
Equity investments designated at fair value 87 A1Z A FEFT A HMEE
through other comprehensive income U == B RS RE IS & 17 404,000 399,000
Financial receivables T Rl e WK IR 20 1,976,967 2,041,985
Trade and bills receivables B 5 fE W HIA K B W = R 22 3,004,689 3,169,688
Prepayments, other receivables and TR RRIA - Hfh EWRIA K
other assets Hih&E 23 834,917 760,656
Financial assets at fair value through RERFARFENEREE
profit or loss 158 -
Pledged deposits BERER 25 137,894 93,698
Cash and cash equivalents ReRBLEED 25 258,951 122,158
6,720,549 6,657,776
Assets of a disposal group classifiedas D EAFEFENHEHEH
held for sale BE 26 127,064 356,499
Total current assets mBE EBE 6,847,613 7,014,275
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Consolidated Statement of Financial Position

e AR &

31 December 2025 —E-_AF+=-A=+—H

31 December

31 December

2025 2024
—E-RE —ZE U
Notes RMB’000 RMB’'000
B 5 ARE®TR ARBTT
CURRENT LIABILITIES REBAE
Trade and bills payables g5 RN A N ENRE 27 1,561,649 1,849,716
Other payables and accruals Hih et 3E Mg & A 28 130,889 142,038
Deferred income PRI U A 11,840 -
Interest-bearing bank and FERIRIT R EMER
other borrowings 29 3,406,543 2,960,777
Lease liabilities HEBE 14 1,749 427
Tax payable FEIBETE 106,484 89,223
5,219,154 5,042,181
Liabilities directly associated with HABARBERENEEER
the assets classified as held for sale HEnaE 26 - 260,448
Total current liabilities mEE BT 5,219,154 5,302,629
NET CURRENT ASSETS REBEEFRHE 1,628,459 1,711,646
TOTAL ASSETS LESS CURRENT EELHERRBERE
LIABILITIES 13,470,272 13,851,297
NON-CURRENT LIABILITIES ERBAE
Trade and bills payables B HRMNFIERENERE 27 348 4
Interest-bearing bank and FHERITREAMER
other borrowings 29 5,930,146 6,649,551
Lease liabilities HEARE 14 2,418 1,521
Deferred income PRI U A 17,550 -
Deferred tax liabilities REBIEAR 21 1,204,368 1,180,376
Total non-current liabilities ERBBERTE 7,154,830 7,831,452
Net assets BEFE 6,315,442 6,019,845
EQUITY s
Equity attributable to owners BRFHEA AELER
of the parent
Share capital [N 30 18,651 17,125
Reserves {1 32 6,207,140 5,917,837
6,225,791 5,934,962
Non-controlling interests IV = 89,651 84,883
Total equity AR 6,315,442 6,019,845

Li Zhong
£

Director

EF

Duan Jerry Linnan

R h 4
Director

EF
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Consolidated Statement of Changes in Equity
REERBER

Year ended 31 December2025 &HZE-—ZE-_RAF+-_A=+—HILFE

Attributable to owners of the parent

BAREAARE
Fair value
reserve of
financial assets
at fair value
Share  through other Non-
Issued Share Merger Special option  comprehensive Retained controlling Total
capital premium reserve reserve reserve income profits Total interests equity
RAYE
AR
2ERER
BRE SREE F2R
EES S R &R AHER KHRE i ATERE REEA gt | 5 REAR
RMB'000 RMB000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB000 RMB'000
ARETT  ARMTR ARETT ARETn ARETT  ARMTn  ARETZ  ARETn  ARETZ  ARETR
Asat 1 January 2024 RZE-m¥-f-A 17125 1,717,384 390,332 - 65,953 (133450) 3,654,845 571,789 138,243 5,850,032
Profitfor the year ERET - - - - - - 16799 167,998 2883 170881
Other comprehensive income EREBRENE
for the year:
Changes in fair value of equity REREATEIALR
investments designated at fair PERENRERE
value through other comprehensive ~ ATFEZE)
income, net of tax NBHE - - - - - 44200 - 44200 - 44200
Total comprehensive income FREENAEE
for the year - - - - - 44200 167,998 212,198 2883 215,081
Acquisition of non-controlling interests qﬁ RoHERES - - 5834 - - - - 5834 (55,085) 49,251)
Transfer to special reserve (a) 7 ; - - - 3905 - - (3905) - - -
Utilisation of special reserve () - - - (3905) - - 3905 - - -
Dividends paid to non-controlling W BRiER TE)\X f1Zfe
equity holders - - - - - - - - (1,158) (1,158)
Equity-settled share option NER EENBRERH )
amangements (o) - - - - 5141 - - 5141 - 514
s 31 Decerber 004 mE+=A=1-A R SR WA BEMP SO MG 40985
Asat 1 January 2025 7E-f-A 17,125 1,717,384 396,166 - 70,694 (89,250) 3,822,843 5,934,962 84,883 6,019,845
Profit for the year FhiEf = = - - - - 237,260 237,260 6,263 243,523
Other comprehensive income ERAGZENE -
for the year:
Changes in fair value of equity REARATETALL
investments designated at fair FENENRERE
value through other comprehensive ~ ATEZE) -
income, net of tax NREE - - - - - 4,250 - 4,250 = 4,250
Total comprehensive income ERREREDRE
for the year - - - - - 4,250 237,260 241,510 6,263 247,173
Capital injection by non-controlling ~~ JEZE MR +E
shareholder - - - - - - - - 3,505 3,505
Disposal of a subsidary (c) HE-FHBAA( - - - - - - - - (5,000) (5,000)
Transfer to special reserve (a) BRERAERE - - - 7720 - - (7,720) - - -
Utilsation of special reserve (@) PARAIGER - - - (7,720) - - 7720 - - -
Equity-settled share option IEREENBRER0)
arangements (o) 1,526 44,224 - - 3,569 - - 49,319 - 49,319
As at 31 December 2025 RZB-RET-A=1-A 18,651 1,761,608* 396,166* -+ 74,263 (85,000 4,060,103* 6,225,791 89,651 6,315,442

*

i ZEREEREREAUBMRARARARE
6,207,140,0007t (ZZE—-_MWFE+=-A=+—8:
AR #5917,837,0007T) K 4R & 1

These reserve accounts comprise the consolidated reserves of RMB6,207,140,000
(31 December 2024: RMB5,917,837,000) in the consolidated statement of financial
position.
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(c)

The Group provided for and utilised the safety production expense fund according
to the Management Measures on the Enterprises Production Safety Expense of
Enterprises Appropriation and Utilisation (2022 No.136) issued by the Ministry of
Finance and the Ministry of Emergency Management of the People’s Republic of
China.

On 31 May 2024, the Company granted a total of 213,973,500 share options to
subscribe for a total of 213,973,500 ordinary shares in the share capital of the
Company under the share option scheme adopted by the Company on 14 June
2014. The Group recognised a share option expense of RMB3,569,000 (31 December
2024: RMB5,141,000) during the year ended 31 December 2025 (note 31).

In 2025, Chongging Kangda Environmental Protection Industry (Group) Co., Ltd.,
an indirectly wholly-owned subsidiary of the Company, disposed of its entire 80%
interests in Longkou Kangyuan Water Company Limited (32 0 1 BEJR/K B R A7)
("Longkou Kangyuan”), which resulted in derecognition of non-controlling interests
of RMB5,000,000.

g'@i_g_ﬂ¢+ A=+—RAILEE

AEBREBEFEAREKNBH R RESEEDHE
BN < ELREEEBRRINERE
I 3% > BB A1) ([2022]1365%) sHIRME B L & &
EEBRAESD -

RZE-_NERA=+—H AQREREER
—T-MENATOBRANERESBIRLS
$£213,973,50017 fE AR #E - LARBB A R AR AR &
57213973500 L @R -BHE T _RAF+_A
S+-ALFE AEEERBREMZIARE
3,569,000t (ZEZMF+_A=+—H: AR¥
5,141,000 7t) (f5E31) °
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Consolidated Statement of Cash Flows

RERERER

Year ended 31 December2025 &HZE-—ZE-_RAF+-_A=+—HILFE

BRiE

2025 2024
—EBE-HRFE T _OF
Notes RMB’000 RMB'000
B 5 ARETR ARBTT
CASH FLOWS FROM OPERATING RETHFBRERNE
ACTIVITIES
Profit before tax B 54 B g A 344,471 236,243
Adjustments for: RPN HIRIA
Finance costs BB A AR 7 446,805 544,211
Foreign exchange differences, net HNEZERE - JHRE 6 57 2,228
Share of profits and losses of associates D hEiE A B REE D HEIEBE
and joint ventures 3,476 2,088
Bank interest income ER1TH B UL A 5 (750) (2,215)
Interest income from loans to a third M—RE=-FEFRBFBUWA
party 5 (9,117) (15,643)
Interest income from loans to an BA—XKBERAEI R —REEDE
associate and a joint venture &GRSR N 5 (3,431) (1,985)
Investment income from other current HEMmEemEEmIEEIRA
financial assets - (1,419)
Depreciation of property, plant and ME - BERRBITE
equipment 6,13 4,787 5,221
Depreciation of investment properties BEMERE 6 398 618
Depreciation of right-of-use assets FREEENE 6,14 638 1,069
Amortisation of service concession BVEE — RBSITEEH#HE
intangible assets 6,18 109,993 118,958
Amortisation of other intangible assets Hith i & = iH 6 310 343
Loss on disposal of subsidiaries HEMBRRMERE 30,442 -
Loss on disposal of items of property, HEME  KEREZHER S
plant and equipment, net R i=bEE= 6 - 10
Loss from changes in fair value through & A FEFFABRONE S EER
profit or loss &5 18 3,342
Impairment of financial receivables © B E W EIERE 6,20 83,332 46,608
Impairment of contract assets BREERE 6,24 318 99
Impairment of prepayments, other TR FRIE - H M U FRIE K
receivables and other assets H b & ERVE 6,23 17,761 6,804
(Reversal of impairment)/impairment of & 5 8 WK IE & fE I = 1%
trade and bills receivables CRERE), RE 6,22 (5,081) 19,478
Loss/(gain) for debt restructuring EBEE () 1,237 (15,363)
Equity-settled share option expense NERAEEERERS 31 3,569 5,141
1,032,557 952,494
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93



Consolidated Statement of Cash Flows

RERERER

Year ended 31 December2025 #HE T -—AF+_-_A=+—HILFE

2025 2024
—EBE-HRFE T _OF
Notes RMB’000 RMB'000
B 5 ARETR ARBTT
Decrease in inventories FaERL 1,980 558
Increase in financial receivables % b R IE AL N (196,526) (405,294)
Decrease in contract assets BHMEERD 61,574 475,823
Increase in trade and bills receivables E 5 eI R IE K e W R R N (375,383) (509,102)
Increase in prepayments, TEATRRIE ~ Eoh UK IE
other receivables and other assets HAh & E A (337,606) (8,542)
Increase/(decrease) in trade and bills Z B EMNRIEN ENZEE N,
payables OB A) 185,779 (67,636)
Increase in other payables and accruals ~ HE A FKIB L EFTER
#n 313,536 20,852
Increase/(decrease) in deferred income TESEU AL AL, CRL ) 29,390 (30,629)
Cash generated from operations KEEIRE 715,301 428,524
Interest received B FE 1,150 2,166
Income taxes paid BT (35,311) (27,547)
Net cash flows from operating activities & /EETERE ME FEE 681,140 403,143
CASH FLOWS FROM INVESTING RAZHHBRLRE
ACTIVITIES
Purchase of items of property, BEWE BELRBER
plant and equipment 13 (1,214) (889)
Additions to intangible assets NEEBREE (40,590) (51,214)
Proceeds from disposal of items of HEWE  BERZEERMSF
property, plant and equipment I 678 354
Proceeds from disposal of service HEBFEEE — RGFTEE
concession intangible assets TSR 55,000 -
Proceeds from disposal of equity interests & 18~ &) # 2 FT15 3B
in subsidiaries 36,626 19,210
Proceeds from previous disposal of WANRE —REE AR MEHRIE
an associate - 144,885
Investment income received from other — E i & g & Z= W HELHI I & UL A
financial assets - 1,423
(Increase)/decrease in pledged deposits ~ #EHFZ (3& hn), 5 (44,196) 35,015
Decrease in loans due from a third party B —XRE=FEF AL 200 2,349
Dividends received from an associate BE—XREEQRNE RS 794 637
Net cash flows from investing activities REFDMBREMEFEE 7,298 151,770
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Consolidated Statement of Cash Flows

RERERER

Year ended 31 December2025 &HZE-—ZE-_RAF+-_A=+—HILFE

2025 2024
—E-HE —ZEF
Notes RMB’000 RMB’000
Bt ot AR¥TR AR%®TT
CASH FLOWS FROM FINANCING METBHFRERERE
ACTIVITIES
Increase of interest-bearing bank and T EERTT S H A A& SR AN
other borrowings 5,978,825 5,707,143
Repayment of interest-bearing bank and (&5t S R1T R EM{EK
other borrowings (6,220,190) (5,838,047)
Interest paid EARTFLE (409,599) (477,744)
Acquisition of non-controlling interests U B JE R 2 (500) (16,103)
Principal portion of lease payments HERNFRE RS IBH (828) (1.273
Proceeds from exercise of share options 17 {5 B i% 1 ) BT 15 5 IR 45,750 -
Capital contribution from the FEIE AR B E B P15 5IE
non-controlling shareholder 3,505 -
Purchases of financial assets at BERATETABREN
fair value through profit or loss TRMEE (3,500) -
Net cash flows used in financing activities Bt E /EEFTARSES RE FE (606,537) (626,024)
NET INCREASE/(DECREASE) IN RERRESEMEM
CASH AND CASH EQUIVALENTS (R B8 81,901 (71,111)
Cash and cash equivalents at beginning  FRE KRS ZEY
of year 177,096 248,360
Effect of foreign exchange rate changes, [E X & &) K5/ &5 58
net (46) (153)
CASH AND CASH EQUIVALENTS AT S REERELZEY
END OF YEAR 25 258,951 177,096
ANALYSIS OF BALANCES OF ReRREESENEHRIN
CASH AND CASH EQUIVALENTS
Cash and bank balances R& MIRITHE S 396,845 215,856
Less: Pledged deposits VAR LR E (137,894) (93,698)
Cash and cash equivalents as stated in BB MRRRAAIEER
the statement of financial position BEEEY 258,951 122,158
Cash and cash equivalents attributable S EAIFEESENLEAR
to a disposal group classified as EENRESRESEEY
held for sale - 54,938
Cash and cash equivalents as stated in RERERAFIBEER
the statement of cash flows HEZEEY 258,951 177,096

BEBERRRERAR / —T-_AFERE
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Notes to Financial Statements

B 75 R AR B

31 December 2025 —E-_AF+=-A=+—H

CORPORATE AND GROUP INFORMATION

Kangda International Environmental Company Limited (the
“Company”) was incorporated as an exempted company with
limited liability in the Cayman Islands. The registered address of
the Company is Cricket Square, Hutchins Drive, P.O. Box 2681,
Grand Cayman, KY1-1111, Cayman lIslands. The Company’s
shares were listed on the Main Board of the Stock Exchange of
Hong Kong Limited (the “Stock Exchange”) on 4 July 2014.

The Company is an investment holding company and its
subsidiaries are engaged in the design, construction, operation
and maintenance of waste water treatment plants (the “"WTPs"),
reclaimed water treatment plants (the “RWTPs"), water
distribution plants (the “WDPs"), sludge treatment plants (the
"STPs”) and other municipal infrastructure in the People’s
Republic of China (the "PRC"”, or Chinese mainland, which
excludes for the purpose of this report, the Hong Kong Special
Administrative Region of the PRC or Hong Kong, the Macau
Special Administrative Region of the PRC or Macau, and Taiwan).

In the opinion of the directors of the Company (the “Directors”),
the Company has no controlling shareholders.

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

1.

AAREBEHR
RERBRRARAR (ART]RH
EHETMKIREREERAR K
A &) 5 i 3 28 BE b 41k & Cricket Square,
Hutchins Drive, P.O. Box 2681, Grand
Cayman, KY1-1111, Cayman Islands ° 7%
NEIBRDR T —NFLANBERE
BAEXSMERAR ([BRFAT]) EiR E
M o

ARBB/—RXREERRAR EHBA
AEPEARKLME (THEIsHPER
o AREMS - TEEBETFEELR
AITHESHEE - P EDRFIRITTERE
FRFRBE) ER BE B8
K& 5k (D5 KEEm])
BAKEER (THAEKEER]) - 4K
T (TR 5 R E R (15 R R 12
TR ) Ko Eo Aty T B B B R A

ADAEE(EF) BB RARALE
PERRBR SR

EBEMBELARNESR
BARRBEENBARNFBERIIW
T

Place of
incorporation/ Issued ordinary/ Percentage of
registration registered  equity attributable to
Company name and operation share capital the Company Principal activities
ERRL/ BROTEE/
RAER BUREXBY dRRE ARAEEREEIH FEEH
Direct  Indirect
EE &
Kangda Environmental Protection The BVI US$1 100 - Investment holding company
Investment Limited
(RERRREFGRAF)
RERRREBERAT RERLES 1% REZRAF
Kangda Investment (Hong Kong) Hong Kong HK$1 - 100 Investment holding company
Company Limited
(RERE(BER)ARAF)
FERE(FB)ARLA BB 187 REZRARF
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Notes to Financial Statements

Bt 755 R AR B

31 December2025 —ZE-_RF+_-_HA=+—H

1. CORPORATE AND GROUP INFORMATION 1. RAREEER @)

(Continued)

Information about subsidiaries (Continued)
Particulars of the principal subsidiaries of the Company are as

follows: (Continued)

FEMBELRANES(H)
BERAARREZENBRARNFIEERIIWM
™ (&)

Place of
incorporation/ Issued ordinary/ Percentage of
registration registered  equity attributable to
Company name and operation share capital the Company Principal activities
EMKL/ BRTLE/
ARER BEREENY dRA AAFAEERERIE FEXEHR
Direct Indirect
B i
Kangyu Investment Co., Ltd. PRC/Chinese mainland US$200,000,000 - 100 Investment activities
(BaREBRAR)"
FaRERRAR" E/hERL 200,000,003 7T REED
Chongging Kangda Environmental PRC/Chinese mainland ~ RMB1,876,019,000 - 100 Investment in WTPs and
Protection Industry (Group) Co., Ltd. construction of municipal
("Chongging Kangda") infrastructure
(EERERRER (ZE)ERAR)
EERERRER (RE)BRAR R/ A AR 1,876,019,0007T BRERKEERRESMHE
([EERE])" Rk
Kangda Environmental Protection PRC/Chinese mainland RMB80,000,000 - 100  Construction of WTPs and
Water Co., Ltd. provision of WTP operation
(EERRKEERDA) services
FERRKBERAA GV A 80,000,000 7T BRSKBEBRRMRAKE
EREL KRG
Kangda Environmental Protection PRC/Chinese mainland RMB63,000,000 - 100  Construction of WTPs and
(Shanggiu) Water Co., Ltd. provision of WTP operation
(FRERR(BEE)KBERDA) services
FERR(BE)KBERAA* GV AR ¥ 63,000,0007C BRSKBEBRREMRAKE
ERELRG
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Notes to Financial Statements

B 75 R AR B

31 December 2025 —E-_AF+=-A=+—H

AEIREEER @)

FEMBELRANES(H)
BERAARREZENBRARNFIEERIIWM

1. CORPORATE AND GROUP INFORMATION 1.
(Continued)
Information about subsidiaries (Continued)
Particulars of the principal subsidiaries of the Company are as

KANGDA INTERNATIONAL ENVIRONMENTAL COMPANY LIMITED / ANNUAL REPORT 2025

follows: (Continued) T (&)
Place of
incorporation/ Issued ordinary/ Percentage of
registration registered  equity attributable to
Company name and operation share capital the Company Principal activities
EMKL/ BRTLE/
ARER BEREENY dRA AAFAEERERIE FEXEHR
Direct Indirect
B i
Kangda Environmental Protection PRC/Chinese mainland RMB23,000,000 - 100  Provision of WTP operation
(Suzhou) Water Co., Ltd. services
(RERR(BM)KBERAR)*
FERR (BM) KBERAR* R/ A AR 23,000,0007T REFKEERES RS
Guangrao Kangda Environmental PRC/Chinese mainland RMB8,320,000 - 100  Construction of WTPs and
Protection Water Co., Ltd. provision of WTP operation
(BERERRKBERAF)* services
EERERRKBERAA" R/ A AR 8 320,007 BRIKBERRIERSKE
ERELRHG
Harbin Kangda Environmental PRC/Chinese mainland RMB30,000,000 - 100  Construction of WTPs and
Protection Investment Co., Ltd. provision of WTP operation
(REERERREEBRDA) services
RRERERRREARA R TR/ hERL AR 300000007 BRSKBEBRRMRAKE
EREL KRG
Linying Kangda Environmental PRC/Chinese mainland RMB6,000,000 - 100 Provision of WTP operation
Protection Water Co., Ltd. services
(RRERERRKBERAR)
EREERRKBERAR HE/RERL AR 6,000,007 REFKEERES RS
Weifang Kangda Environmental PRC/Chinese mainland RMB94,180,000 = 100  Construction of WTPs and
Protection Water Co., Ltd. provision of WTP operation
(ESRERRKBERAE) * services
EIRERRKBERAA hE/hERL AR 94,180,000 7T 2R R RS
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Notes to Financial Statements

Bt 755 R AR B

31 December 2025

—E-RAF+ZA=+—H

1. CORPORATE AND GROUP INFORMATION

(Continued)

Information about subsidiaries (Continued)
Particulars of the principal subsidiaries of the Company are as

AEIREEER @)

FEMBLRANES(H)
BERAARREZENBARNFIEERIIM

follows: (Continued) T (&)
Place of
incorporation/ Issued ordinary/ Percentage of
registration registered  equity attributable to
Company name and operation share capital the Company Principal activities
AR/ BROEE/
RAER BRERERMHE dREF ARAREREEIH FEEH
Direct  Indirect
EE &
Kangda Environmental Protection PRC/Chinese mainland RMB17,000,000 - 100  Construction of WTPs and
(Gaomi) Sewage Treatment Co., Ltd. provision of WTP operation
(RERR(BT)IKEEERAR) * services
FERR(R%)TKERERAT  FE/PERD AR 17,0000007C BRSKEERRRLIIKE
EREZRY
Kangda Environmental Protection PRC/Chinese mainland RMB8,500,000 - 100  Provision of WTP operation
(Gaomi) Fengcheng Sewage services
Treatment Co., Ltd.
(FERR (BT BRLETKRE
BRAR)
FERR (B%) BHEE5KEE 8/ hE R AE#8,500,0007C RATKEERE S RS
BRAR*
Rushan Kangda Water Co., Ltd. PRC/Chinese mainland RMB24,000,000 - 100  Construction of WTPs and
AR KBERAR) * provision of WTP operation
services
AEEKBEBRAT 8/ hER AR 24,000,000 7T BRSKEER RSk
EREE R
Shangaiu Kangda Sewage PRC/Chinese mainland RMB20,250,000 - 100  Construction of WTPs and
Treatment Co., Ltd. provision of WTP operation
(BERETKEEERAR) services
BERERKREERAR 8/ hE R AR 20,250,000 BRSKRER RSk
EREE R
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AEIREEER @)

FEMBELRANES(H)
BERAARREZENBRARNFIEERIIWM

1. CORPORATE AND GROUP INFORMATION 1.
(Continued)
Information about subsidiaries (Continued)
Particulars of the principal subsidiaries of the Company are as

100

follows: (Continued) T (&)
Place of
incorporation/ Issued ordinary/ Percentage of
registration registered  equity attributable to
Company name and operation share capital the Company Principal activities
gAY/ BRITER/
NEAER BRREXLE dftRE ARFEEREEINH FEXRE
Direct  Indirect
EE &
Haiyang Xingcun Kangda Water Co., Ltd.  PRC/Chinese mainland RMB19,490,000 - 100 Construction of WTPs and
(BEINEREKBERAR) provision of WTP operation
services
BBTHREKBEERAF HE/TENL AR 19,490,0007C BRSTKRERREHSKE
B REE RS
Shanxian Kangda Environmental PRC/Chinese mainland RMB26,500,000 - 100  Construction of WTPs and
Protection Water Co., Ltd. provision of WTP operation
(BERERRKBERAR) services
BERERRKBRRR A /B A AE%26,500,0007C BRKEERRRRTKE
B REE R
Kangda (Dongying) Environmental PRC/Chinese mainland RMB163,263,000 - 100  Construction of WTPs and
Protection Water Co., Ltd. provision of WTP operation
(RERE)BRKBERAR) services
FE(RE)BRRKBERRA* GV AR#163,263000 7 BRAKEERRRRTKE

KANGDA INTERNATIONAL ENVIRONMENTAL COMPANY LIMITED / ANNUAL REPORT 2025
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Notes to Financial Statements

Bt 755 R AR B

31 December 2025

—E-RAF+ZA=+—H

1. CORPORATE AND GROUP INFORMATION

(Continued)

Information about subsidiaries (Continued)

Particulars of the principal subsidiaries of the Company are as

1.

PEIREBER (&)
ERAMBARNER (B)

BERAARREZENBRARMNFIEERIIM

follows: (Continued) T (&)
Place of
incorporation/ Issued ordinary/ Percentage of
registration registered  equity attributable to
Company name and operation share capital the Company Principal activities
AR/ BROEE/
RAER BRERERMHE dREF ARAREREEIH FEEH
Direct  Indirect
EE &

Beijing Chang Sheng Si Yuan PRC/Chinese mainland RMB150,000,000 - 100  Investment, management of
Environmental Protection environmental projects and
Technology Co., Ltd. public infrastructure projects
(ERREBRRRBEERAR) *

EREEBRRRMZARAR* hE/ A AR 150,000,0007C RE ERRREBRAH#EA

WRiEER

Yucheng Dongjiao Chengjian PRC/Chinese mainland RMB10,000,000 - 100  Construction of WTPs and
Sewage Treatment Co., Ltd. provision of WTP operation
(BHRAFRKEEERAR) * services

BRRBBR S KREER AR PE /TR AR #10,000,0007C BB ERRRE5KE

EREZRYE

Puyang Kangda Environmental PRC/Chinese mainland RMB50,000,000 - 100  Construction of WTPs and
Protection Water Co., Ltd. provision of WTP operation
(BB RERRKBERDR) services

EHEEERRKBERAF T8/ hER AR #50,000,000 7T BB E R kRS

BREE RS

Jining City Xinkangda Sewage PRC/Chinese mainland RMB64,000,000 - 100 Construction of WTPs and
Treatment Co., Ltd. provision of WTP operation
(BEDEBREKKERAR) services

BEMEREKEARAR PR/ hERL AR 64,000,000 7T BR5KEE R RISk

BRES R

REBRBRRRARAR / —T-_RFERE

101



Notes to Financial Statements

B 75 R AR B

31 December 2025

“E-ARE+-A=+—H

1. CORPORATE AND GROUP INFORMATION

(Continued)

Information about subsidiaries (Continued)
Particulars of the principal subsidiaries of the Company are as

1.

AEIREEER @)

FEMBELRANES(H)
BERAARREZENBRARNFIEERIIWM

follows: (Continued) T (&)
Place of
incorporation/ Issued ordinary/ Percentage of
registration registered  equity attributable to
Company name and operation share capital the Company Principal activities
EMKL/ BRTLE/
ARER BEREENY dRA AAFAEERERIE FEXEHR
Direct Indirect
B i
Shen County Kangda Sewage PRC/Chinese mainland RMB121,000,000 - 100 Construction of WTPs and
Treatment Co., Ltd. provision of WTP operation
(EBRERBEERDA) services
ERREKBERAA" R,/ AR 121,000,007 BRKEBER RIS KE
EHEL R
Kangda Environmental Protection PRC/Chinese mainland RMB33,000,000 - 100  Construction of WTPs and
(Gaomi) Water Co., Ltd. provision of WTP operation
(FERR (%) KBERRA)* services
FERR(R%) KBERAR R/ A AR 33,000,000 7T BRIKBERRIER5KE
EHEL KRB
Zhengzhou Xinzhongzhou Water Co., Ltd.  PRC/Chinese mainland RMB100,300,000 - 100  Provision of WTP operation
(BT NKBERD A * services
MR MABEERARE* R/ TERL AR 100,300,000 7T RESKEEEEE RS
Xuzhou Kangda Environmental PRC/Chinese mainland RMB20,000,000 = 100  Construction of WTPs and
Protection Water Co., Ltd. provision of WTP operation
(EMEERRKBERRA) services
ENEERRAKBERAR GV AR 20,000,0007 ERAKEER R RS KE

KANGDA INTERNATIONAL ENVIRONMENTAL COMPANY LIMITED / ANNUAL REPORT 2025

T2 38 2 R



Notes to Financial Statements

Bt 755 R AR B

31 December2025 —ZE-_RF+_-_HA=+—H

1. CORPORATE AND GROUP INFORMATION 1. RAREEER @)

(Continued)

Information about subsidiaries (Continued)

Particulars of the principal subsidiaries of the Company are as

follows: (Continued)

FEMBLRANES ()
BERAARREZENBRARMNFIEERIIM
™ (&)

Place of
incorporation/ Issued ordinary/ Percentage of
registration registered  equity attributable to
Company name and operation share capital the Company Principal activities
EMRIL/ BRITER/
NEAER BRREXLE dftRE ARFEEREEINH FEXRE
Direct  Indirect
EE &

Tianjin Kangda Environmental PRC/Chinese mainland RMB68,077,000 - 100  Construction of WTPs and
Protection Water Co., Ltd. provision of WTP operation
(RERERRKBERAR) services

RERERRKBRRR A /B A AE#68,077,0007C BRKEERRREITKE

B REE RS

Chongging Fulunde Technology Co., Ltd.  PRC/Chinese mainland RMB20,000,000 - 100  Development and sale of
(BEAREMBRERAR) computer software

BEERRENEARAR" GV AR ¥20,000,0007C HEAERENHERHE

Suzhou Kangda Environmental PRC/Chinese mainland RMB36,000,000 - 100 Provision of WTP operation
Protection Sewage Treatment Co., Ltd. services
(BMEERRKGREARAR)*

BEMEERRTKEEFRA A" /B R AR 36,000,000 70 REIKRERES RS

Gaomi Kangda Lvyi Sludge PRC/Chinese mainland RMB3,000,000 - 100 Construction and provision of
Treatment Co., Ltd. STP operation services
(RERERESERBERAR)

RERERESEREARAR" E/RERL AR 30000007 BRARRERLRMLSER

BELRY
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1. CORPORATE AND GROUP INFORMATION 1. RAREEER @)

(Continued)

Information about subsidiaries (Continued)
Particulars of the principal subsidiaries of the Company are as

FEMBELRANES(H)
BERAARREZENBRARNFIEERIIWM

follows: (Continued) T (&)
Place of
incorporation/ Issued ordinary/ Percentage of
registration registered  equity attributable to
Company name and operation share capital the Company Principal activities
EMRIL/ BROEE/
NEAER BRREXLE dftRE ARFEEREEINH FEXRE
Direct  Indirect
EE &

Yunan Kangda Environment PRC/Chinese mainland RMB62,000,000 - 52 Construction, operation and
Treatment Co., Ltd. maintenance of WTPs
(BERERRARERAR) and other environmental

protection projects

BERERFABERAA e/ E A AE#62,000,0007C 2R EERESSKEER

&Ei\ﬁﬁi&f%lﬁ B

Weihai Kangda Ecological PRC/Chinese mainland RMB100,000,000 - 88  Construction, operation and
Environment Treatment Co., Ltd. maintenance of WTPs, STPs,
("Weihai Kangda”) pipe networks and other

(BEREEER J%‘ R BARAR) municipal infrastructure

BEREARREEAREARAR(H &/ PEMH AF#100,000,000 70 2R BEREEKRER

BRE]) AREER  ER/RALT
HERRH

Chongging Kangda Lvyi Energy PRC/Chinese mainland RMB50,000,000 - 100 Investment in energy industry
Investment Co., Ltd. and provision of WTP
(EEREGERRRERRAR) operation services

EERESERRRERRAA R/ Bl A AR 50,000,000 70 RERRTERRMTKER

BE = RS

Shangqiu Kangda Water PRC/Chinese mainland RMB10,000,000 - 100 Construction of WTPs and
Treatment Co., Ltd. provision of WTP operation
(BEREKERERDA)* services

BAEREKREARAR GV AK%10,000,0007C BRTKRERRREKE

BRERRE
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31 December2025 —ZE-_RF+_-_HA=+—H

1. CORPORATE AND GROUP INFORMATION 1. RAREEER @)

(Continued)

Information about subsidiaries (Continued)
Particulars of the principal subsidiaries of the Company are as

FEMBLRANES ()
BERAARREZENBRARMNFIEERIIM

follows: (Continued) T (&)
Place of
incorporation/ Issued ordinary/ Percentage of
registration registered  equity attributable to
Company name and operation share capital the Company Principal activities
AR/ BROEE/
RAER BRERERMHE dREF ARAREREEIH FEEH
Direct  Indirect
EE &

Chongqing Kangda Zhishang PRC/Chinese mainland RMB70,000,000 - 100 Construction of WTPs and
Environmental Protection Industry provision of WTP operation
Co., Ltd. services
(EEREZRRREFARAF)

BEREEHRREZARDA TE/ R AR 70,000,000 BR5KEERREETKE

ER
Huizhou Kangda Yingzhihuang PRC/Chinese mainland RMB100,000,000 - 51 Construction of WTPs and
Water Co., Ltd. provision of WTP operation
J\\Fi?iz;*i”‘ﬁﬁﬁ services
WF‘”ZI*VEW PE /TR AR 100,000,000 7T BB ER kRS KE
EREE R
Xinzheng Kangda Water Co., Ltd. PRC/Chinese mainland RMB1,000,000 - 100  Construction of WTPs and
(HBREKBERAR) * provision of WTP operation
services
HEERKBERAT T8/ hERL AR #1,000,0007 BR5KEE R RRE5 KR
BREZ RS

Qishan County Dayuan Sewage PRC/Chinese mainland RMB3,000,000 - 100 Construction of WTPs and
Treatment Co., Ltd. provision of WTP operation
(BFERRTKEREREERR) * services

IR E AR KRR EREER A PR/ hERL AR 3,000,007 RKEER LIRS KR

ER

Weifang Shuangjie Water Purification PRC/Chinese mainland RMB8,000,000 - 100  Sale of water purifying materials

Material Co., Ltd. (“Weifang Shuangjie”)
ﬁ%ﬁiﬁmﬂﬂﬁﬁ G

EHE R RERD galeat AR #8,000,0007C HERKIE

(D) *
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1. CORPORATE AND GROUP INFORMATION

(Continued)

Information about subsidiaries (Continued)

Particulars of the principal subsidiaries of the Company are as

1.

AEIREEER @)

FEMBELRANES(H)
BERAARREZENBRARNFIEERIIWM

follows: (Continued) T (&)
Place of
incorporation/ Issued ordinary/ Percentage of
registration registered  equity attributable to
Company name and operation share capital the Company Principal activities
EMRIL/ BRITER/
NEAER BRERERMHE dREF ARAREREEIH FEEH
Direct  Indirect
EE &

Dong'e County Kangda Sewage PRC/Chinese mainland RMB110,000,000 - 100 Construction of WTPs and
Treatment Co., Ltd. provision of WTP operation
(EWSEREKBERLA) * services

R G KBEARA /B A AR#110,000,000 7 BRKRERRRRTKE

B REE RS

Liaocheng Jiaming Kangda Sewage PRC/Chinese mainland RMB70,000,000 - 100 Construction of WTPs and
Treatment Co., Ltd. provision of WTP operation
(I ERREIKEEERAR) * services

P ERREKEEERAR TE/FERD AR 70,000,0007C BRSTKRERRREHKE

B REE R

Linging City Kangda Sewage PRC/Chinese mainland RMB75,000,000 - 100 Construction of WTPs and
Treatment Co., Ltd. provision of WTP operation
(BBETRESKEEERAR)* services

BETREKEEERAR" B/ RERD AR#75,0000007C BRSKEERRREIKE

BREE RS

Qitaihe Kangda Water Co., Ltd. PRC/Chinese mainland RMB90,000,000 - 100  Construction and provision of

(tRAREKBEREEAR)* WTP and RWTP operation
services and reclaimed water
treatment services

BAREKEEREERF /o B i AE#90,000,0007C BRKRERREBEKRRE
R REEERERRHRS
KRR T PR

Xinzheng Xinkang Water Co., Ltd. PRC/Chinese mainland RMB60,000,000 - 100  Construction of WTPs and
e R KBERAR)* provision of WTP operation

services

HBHBREBRAR /R AR 60,000,000 7T RKRER RIS
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1. CORPORATE AND GROUP INFORMATION

(Continued)

Information about subsidiaries (Continued)

Particulars of the principal subsidiaries of the Company are as

1.

PEIREBER (&)
ERAMBARNER (B)

BERAARREZENBRARMNFIEERIIM

follows: (Continued) T (&)
Place of
incorporation/ Issued ordinary/ Percentage of
registration registered  equity attributable to
Company name and operation share capital the Company Principal activities
EMKL/ BRTLE/
ARER BEREENY dRA AAFAEERERIE FEXEHR
Direct Indirect
B i
Kangda Environmental Protection PRC/Chinese mainland RMB15,000,000 - 100  Construction of WTPs and
(Linyi) Water Co., Ltd. provision of WTP operation
(BERR (BT KBERRA)* services
FERR (BT) KBAERAR R/ A AR 15,000,000 70 BRKBERRIERSKE
EHEL KRB
Fengxian Kangda Environmental PRC/Chinese mainland RMB20,000,000 - 100  Construction of WTPs and
Protection the second Sewage provision of WTP operation
treatment Co., Ltd. services
(BERERRE ZSKEBERAR)
LERERRE_SKEEARAR  HE/HEA AR 20,000,000 7 BRKEER R E5KE
EREL R
Jining Kangda Environmental PRC/Chinese mainland RMB25,000,000 - 100  Construction of WTPs and
Protection Water Co., Ltd. provision of WTP operation
(BERERRKBERRA)* services
EERERRKBERAR R/ E A AR 25,000,000 7 BRKEER R E5KE
EREL R
Haiyang Kangda Environmental PRC/Chinese mainland RMB6,000,000 - 100 Construction of WTPs and
Protection Water Co., Ltd. provision of WTP operation
(BERERRAKEARAR)* services
BERERRKBEERAF* R,/ A AR 6,000,00070 BRKEER R E5KE
EREL R
Wendeng Kangda Environmental PRC/Chinese mainland RMB10,000,000 = 100  Construction of WTPs and
Protection Water Co., Ltd. provision of WTP operation
(NERERRKBERRA)* services
NERERRKBERAR B/ B R AR 10,000,000 70 BRAKEERREEL5KE
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1. CORPORATE AND GROUP INFORMATION

(Continued)

Information about subsidiaries (Continued)

Particulars of the principal subsidiaries of the Company are as

AEIREEER @)

FEMBELRANES(H)
BERAARREZENBRARNFIEERIIWM

follows: (Continued) T (&)
Place of
incorporation/ Issued ordinary/ Percentage of
registration registered  equity attributable to
Company name and operation share capital the Company Principal activities
EMKL/ BRTLE/
ARER BEREENY dRA AAFAEERERIE FEXEHR
Direct Indirect
B i
Weifang Binhai Kangda Environmental PRC/Chinese mainland RMB10,500,000 - 100  Construction of WTPs and
Protection Water Co., Ltd. provision of WTP operation
(EFRERERRKEERDR) services
SR BEERRKBERAA" R/ AR10,500,000 7T BERFKEEB R E5KE
EHEL KRB
Kangda Environmental Protection PRC/Chinese mainland RMB5,500,000 - 100  Construction of WTPs and
(Hebi) Water Treatment Co., Ltd. provision of WTP operation
("Hebi Kangda") services
(FERR(BR)KEEBRAR)
RERR (B KEEARAR((BRBE T8/ HEN AR 5,500,0007C BRKEER R E5KE
E) EREL R
Huadian Kangda Environmental PRC/Chinese mainland RMB10,000,000 - 100  Construction of WTPs and
Protection Water Co., Ltd. provision of WTP operation
(EaRERRKBERRA)* services
BEYRERRKBERAR R/ E A AR 10,000,000 7 BRKEER R E5KE
EREL R
Suihua Kangda Environmental PRC/Chinese mainland RMB52,700,000 = 100  Construction of WTPs and
Protection Water Co., Ltd. provision of WTP operation
(B ERERRKBER DA services
FRERRKBER AR B,/ A AR 52,700,000 70 FKEERRIEMRTKE

KANGDA INTERNATIONAL ENVIRONMENTAL COMPANY LIMITED / ANNUAL REPORT 2025
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1. CORPORATE AND GROUP INFORMATION 1. RAREEER @)

(Continued)

Information about subsidiaries (Continued) EBEMBARNER (B)
Particulars of the principal subsidiaries of the Company are as EERARTREENBARMFEHRS
follows: (Continued) T (&)

Place of

incorporation/ Issued ordinary/ Percentage of

registration registered  equity attributable to

Company name and operation share capital the Company Principal activities

gAY/ BRITER/

NEAER BRREXLE dftRE ARFEEREEINH FEXRE

Direct  Indirect
EE &

Dacheng Chengjian Environmental PRC/Chinese mainland RMB9,600,000 - 100 Construction of WTPs and
Protection Sewage Treatment Co., Ltd. provision of WTP operation
(REGEHBRRKEEERAR)* services

ABEHRRRTKBERRR R GV AR#9,600,0007 BRAKEERRREITKE

BEREE RS

Jiyuan City Yuchuan Chengjian PRC/Chinese mainland RMB30,000,000 - 100 Construction of WTPs and
Sewage Treatment Co., Ltd. provision of WTP operation
(ERTE/IMBELKREERAR)* services

ERTE) IR KERERAR /B A AE#30,000,0007C BRKEERRRRTKE

B REE R

Dandong Kangda Environmental PRC/Chinese mainland RMB27,800,000 - 100  Construction of WTPs and
Protection Water Co., Ltd. provision of WTP operation
(AREERRKBERAR) services

RREERRKBRERR A GV AE%27,800,0007C BRAKEERRRRTKE

BREE RS

Sanmenxia Kangda Water Co., Ltd. PRC/Chinese mainland RMB10,000,000 - 100  Construction of WTPs and
(ZMREEKBERAR) provision of WTP operation

services

=PIBRER KB ARA R HE/ AL AR %10,000,0007C BRSKRERRREHKE

B REE R
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1. CORPORATE AND GROUP INFORMATION

(Continued)

Information about subsidiaries (Continued)
Particulars of the principal subsidiaries of the Company are as

1.

AEIREEER @)

FEMBELRANES(H)
BERAARREZENBRARNFIEERIIWM

follows: (Continued) T (&)
Place of
incorporation/ Issued ordinary/ Percentage of
registration registered  equity attributable to
Company name and operation share capital the Company Principal activities
AR/ BROEE/
RAER BRERERMHE dREF ARAREREEIH FEEH
Direct  Indirect
EE &

Tianjin Kangda Lvyi Sludge PRC/Chinese mainland RMB2,000,000 - 100 Construction of STPs and
Treatment Co., Ltd. provision of STP operation
(RERERESREEERDA) services

RERERETREEARAR /B A AR#2,000,0007C BRDERERRRRITER

EREZRY

Jiaoling Kangda Environmental PRC/Chinese mainland RMB56,172,000 - 97  Construction, operation and
Governance Co., Ltd. maintenance of WTPs
(“Jiaoling Kangda") and other environmental
(EERERRARARAR) protection projects

RERERRAEARAA hE/ R E A AE#56,172,0007C 2R BERAETKRER
(TREREE) REMRRER

Wenzhou Chuangyuan Water Co., Ltd. PRC/Chinese mainland RMB168,000,000 - 100  Construction of WTPs and
(“Wenzhou Chuangyuan”) provision of WTP operation
CRMTENRABBR A * services

BMNTEARKBARAR (DRMENR])*  +E/REMH AR 168,000,000 7 BB ER IR KR

BRES RS

Meiling Environmental Technology PRC/Chinese mainland SGD3,780,000 - 100 Construction of WTPs and
(Zibo) Co., Ltd. (“Meiling Zibo") provision of WTP operation
(RERERROEE) BRAA)" services

FERFHR (A ERLA P8/ ERL 3,780,000 7 J13% 7T BB E R RS
(T=BHE)" BRES RS

Qingzhou Meiling Sewage PRC/Chinese mainland RMB5,000,000 - 100 Construction of WTPs and
Purification Co., Ltd. provision of WTP operation
(EMmERERKFCBRAR)* services

EMmERER AR hE/RE R AR #5,000,0007 BB E R RSk
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1. CORPORATE AND GROUP INFORMATION 1. ARAREEER W)
(Continued)
Information about subsidiaries (Continued) EBEMBARNER (&)
Particulars of the principal subsidiaries of the Company are as EEAARTREENBARMFEHRS
follows: (Continued) T (&)
Place of
incorporation/ Issued ordinary/ Percentage of
registration registered  equity attributable to

Company name and operation share capital the Company Principal activities

gAY/ BRTLE/

NCET BRREXLE dftRE ARFEEREEINH FEXRE

Direct  Indirect
=8 &

Sichuan Weiyuan Hefeng PRC/Chinese mainland RMB45,000,000 - 100  Construction of WTPs and
Bioengineering Co., Ltd. provision of WTP operation
(MNFEREEMTRERDE) services

MIBERSENTRERAR* R/ AR 45,000,000 70 BRKBERRIERSKE

BREERE

Taiyuan Kangjin Water Co., Ltd. PRC/Chinese mainland RMB194,450,000 - 99 Construction of WTPs and
(RRREKBERAR) * provision of WTP operation

services

AREEKBERAT hE/RERY AR 194,450,000 7T BRAKEERRRSKE

BRELRK

Weiyuan Kangda Environmental PRC/Chinese mainland RMB38,496,000 - 95 Construction of WTPs and
Protection Co., Ltd. provision of WTP operation
(RERERRERDA) services

BERERRARAT hE/PERL AR 38,496,000 BRAKBERRRSKE

BREERE

The English names of these companies referred to in this report represent
management’s best effort in translating the Chinese names of the companies
registered in Chinese mainland, as no English names have been registered.

Kangyu Investment Co., Ltd. and Meiling Environmental Technology (Zibo)
Co., Ltd. are registered as wholly-foreign-owned enterprises under PRC law.

These companies are registered as limited liability companies under PRC
law.

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

# mRERBEAMEMO QT LEZMEX
HfE ARERAOZSARRXBEDE
EERNBEEPXEREME -

BERAREARARREEREREK CE)
BRARMREH AR EMAIEBEDRE

* ZERADREPEEZEAMSERELE

&
=F
NG

EERRLERAIIARRBMNBLARTEE
FEAFERANAKRAEEEEFE
MESRHD EFRAINLEMHBER
ANFBEEHEBNITE
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ACCOUNTING POLICIES
BASIS OF PREPARATION

These financial statements have been prepared in accordance
with IFRS Accounting Standards (which include all International
Financial Reporting Standards, International Accounting
Standards ("IASs”) and Interpretations) as issued by the
International Accounting Standards Board (“IASB"”) and
the disclosure requirements of the Hong Kong Companies
Ordinance.

The financial statements have been prepared under the historical
cost convention, except for equity investments designed at fair
value through other comprehensive income and financial assets
at fair value through profit or loss, which have been measured at
fair value. Disposal groups held for sale are stated at the lower of
their carrying amounts and fair values less costs to sell as further
explained in note 2.4. These financial statements are presented
in Renminbi ("RMB”) and all values are rounded to the nearest
thousand except when otherwise indicated.

Basis of consolidation

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

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

(@) the contractual arrangement with the other vote holders of
the investee;
(b)

rights arising from other contractual arrangements; and

() the Group's voting rights and potential voting rights.

FarHR
B ERE
RENBRRCBBABGHEARE
& ((ERSHEREE ) BHoEE
BT 95 B B HE R (RIEFT A E R
M WA B (HEe
SRR R2E) REEDTEHINR
BRTHEY -

M mRORELRABIIRE - K
E AR A AR AE A 2 U r I
BREMBRAFEAABENEREER
Sho HE AP EME - BELEZH
& MBI 1R AR B B A B R B K
AMERZBRER  FIESHNME
24 ZEFBHRERAARE [ARK])
25 BBR=HERIN EABEHY
BEESERON TR -

mER%E

TREMBRERBEARAREWB A
ArAEE@NBRE-_Z_HFE+ A
S+ HIEFENVBRE - HEBAF
AR EEZEXEELHNEE (21E
HEEER) EASERK2HWRE
HEMNEBMA G RES]ZER -
BAEENBBEHEREH SITEELER (B
BRI AEERRERAEHRERED
R ARF) My %S0 ®mE - BNE
1SIEHIHE -

—RME - FESBIREET KR HIE
ZRE - WMARREEIRREHRAKA
ZHOREHEUERN - AAEERF
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2.1 BASIS OF PREPARATION (Continued) 2.1 REEE 5

Basis of consolidation (Continued)

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

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

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

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

REEEE)

o 8 2 ) A 7% R AN X B AR R 3R S
R WHRA-HNETBRER
B AR EERAEBERESIENE
BERa AR EERAMEGRRLE
ARl -

1B KA M 2 W R Y B EE A B 5 B
BRAEBSRARNES ARIEER
#aE R RSB ERA S
MissEsr e TEABAEBRKERAEM
WZSGHNEEANRGIBEERBE  #
ﬁT/i N J‘I&()\ N F?ESE&EE sz //\L%/%%E/\\\w%/ﬁ\)\
BRI 2 BUKEH -

MEENMERBE R L =RIEFFA =P
M—EKZAHREL  AEESEHN
AHEERRERRENR - WEAKREE
BRI E AR A RS EE T AR
KZHNER

11 75 5 [l 5k 25 39 — ST BB 2 &) /O 42 5
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2.2 CHANGES IN ACCOUNTING POLICIES AND 22 Bt BERREENE S

114

DISCLOSURES

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

Amendments to IAS 21 specify how an entity shall assess whether
a currency is exchangeable into another currency and how it
shall estimate a spot exchange rate at a measurement date when
exchangeability is lacking. The amendments require disclosures
of information that enable users of financial statements to
understand the impact of a currency not being exchangeable.
As the Group did not have foreign currency transactions, the
amendments did not have any impact on the Group's financial
statements.

AEBAEAFEPBHRRE R
GEHEREN R (BRIAN) — = AT X
Pt o NEEIWEER AT EAMD
78 0 1B () R A SR ) LA R Rl BB AT -

Bt ERE215% (B HET
BRZ AR BREME G —
BREREAALRAS—RBEE UK
Al fEETRT E AR BIHAE X - ZEERT
EETENNE - WEFHHRKRER
ETBRAALBREENTE - INAR
B EINER F - A FETHAEH
MR EERTE -
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2.3 ISSUED BUT NOT YET EFFECTIVE IFRS
ACCOUNTING STANDARDS
The Group has not applied the following new and amended
IFRS Accounting Standards, that have been issued but are not
yet effective, in these financial statements. The Group intends
to apply these new and amended IFRS Accounting Standards, if
applicable, when they become effective.

2.3 C 8 #r 18 j= K £ Y Bl BR Bt

BHRELEQGETER

AREE M KRR 5 KU T BB
184 5K A AR RO 3 8T RS AT R R A 7 48
HRAIG LR - AEE R T RE
T AT B B 5 9 S B S B A A
B PRk S AT AT S T S B S R o

IFRS 18

IFRS 19 and its
amendments

Amendments to IFRS 9
and IFRS 7

Amendments to IFRS 9
and IFRS 7

Amendments to IFRS 10
and IAS 28
Amendments to IAS 21

Annual Improvements
to IFRS Accounting

Presentation and Disclosure in
Financial Statements?

Subsidiaries without Public
Accountability: Disclosures?

Amendments to the Classification
and Measurement of Financial
Instruments’

Contracts Referencing
Nature-dependent Electricity’

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

Translation to a Hyperinflationary
Presentation Currency?

Amendments to IFRS 1, IFRS 7,
IFRS 9, IFRS 10 and IAS 7"

gt &R (@Eh) -

Standards — Volume 11

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

2 No mandatory effective date yet determined but available for adoption

BB BT RE KR HERENO2IIRE
1857 22

BRI SRE LR  HELRTELHNELR
FORREBITR & FE?

BRI SREER 2B TAZSHERS
FOERBBETY B EE
WEERIE TSR
CCHEN)

BRSBTS IRE LR B REBEARER
FORLBRGTE  LEETIHEL

ERBETH
CCHEN)

BB mE R KEFHEEBELNA
F105% ML EE BAEREZ R
SETAER S 2855 BEMNESTE?
(1BETA)

BB et 28] HELZHREE K
F215 (IBFIA) i o

BRI EAl S BB R
BRI FEME BN BEREHS
—E1m BEERIET R

Gila gl
FH95% - BIBRH
HEERE 1058
K EIRR& R
ETRZERT
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2.3 ISSUED BUT NOT YET EFFECTIVE IFRS 2.3

ACCOUNTING STANDARDS (Continued)

Further information about those IFRS Accounting Standards that
are expected to be applicable to the Group is described below.

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

IFRS 19 allows eligible entities to elect to apply reduced
disclosure requirements while still applying the recognition,
measurement and presentation requirements in other IFRS
Accounting Standards. To be eligible, at the end of the
reporting period, an entity must be a subsidiary as defined in
IFRS 10 Consolidated Financial Statements, cannot have public
accountability and must have a parent (ultimate or intermediate)
that prepares consolidated financial statements available for
public use which comply with IFRS Accounting Standards. Earlier
application is permitted. As the Company is a listed company, it
is not eligible to elect to apply IFRS 19. Some of the Company’s
subsidiaries are considering the application of IFRS 19 in their
specified financial statements.
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2.3 ISSUED BUT NOT YET EFFECTIVE IFRS 23 CEHEMEERKEMNERE

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

Amendments to IFRS 9 and IFRS 7 Contracts Referencing
Nature-dependent Electricity clarify the application of the
"own-use” requirements for in-scope contracts and amend
the designation requirements for a hedged item in a cash flow
hedging relationship for in-scope contracts. The amendments
also include additional disclosures that enable users of financial
statements to understand the effects these contracts have
on an entity’s financial performance and future cash flows.
The amendments relating to the own-use exception shall be
applied retrospectively. Prior periods are not required to be
restated and can only be restated without the use of hindsight.
The amendments relating to the hedge accounting shall be
applied prospectively to new hedging relationships designated
on or after the date of the initial application. Earlier application
is permitted. The amendments to IFRS 9 and IFRS 7 shall be
applied at the same time. The amendments are not expected to
have any significant impact on the Group's financial statements.
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2.3 ISSUED BUT NOT YET EFFECTIVE IFRS 2.3 B 78 M {8 5 K & MY Bl R 8

118

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

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

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

o IFRS 7 Financial Instruments: Disclosures: The amendments
have updated certain wording in paragraph B38 of IFRS
7 and paragraphs 1G1, 1G14 and IG20B of the Guidance
on implementing IFRS 7 for the purpose of simplification
or achieving consistency with other paragraphs in the
standard and/or with the concepts and terminology used
in other standards. In addition, the amendments clarify that
the Guidance on implementing IFRS 7 does not necessarily
illustrate all the requirements in the referenced paragraphs
of IFRS 7 nor does it create additional requirements.
Earlier application is permitted. The amendments are not
expected to have any significant impact on the Group's
financial statements.

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

2.3 C 8 #r 18 j= K £ Y Bl BR Bt

BHELANGTHER @)

BB 51 75 4 25 S A At SR B 4 4 JE 2L
#— E 1R T HE R s %
RIZ15 - BB RS ERETH (R
B B 1) 0 5 1 75 R 25 SR Y 5 7 B B S 9
30) - BB WS LRE 9 - EIH
B ERIFE 0% R BB R EHERE7
WEIEET - HHER N A RE ST
BmT -

e [ERUBHELENFIFLHT
A HEE ZETEEHERY
WM ELERFE 7 FEBIBER LA
BRES IR ERE 7 5 & j 15 5]
F1G1 - 1G14 & IG20BEE ) & T #&
B B b ER R ER E M
LR R o H A 2 BI P (B A9 B
AT RB B — BUME o E AN - B8
RIBERMEEG RS ERAET
HEMIESREB VN EGRBR IS
REERFE 7T AR TA
MEEITHA  MERDEINR
F-RNTREER ZEBIAR
FEHRTEHAEENTERERE
EFEMERATE -

e BRUBBREENFEIRDHT
A BT REEAMABTH
EEBEEREBERY SRS £
FOSRMR ERE - AR A ZERE A B
BT TSR R F 95 F 3.3.36% - I
RERERTMEENKEXE
BeRM ZEBTILAREEE
A 2R [ 7 B BR B 75 R 2 2E A
F16HTATHHAEBSFT ARIE
B B B 7 3R 25 AE I 25 9 5 RE HO 4R
IEHEBE - WIN ZBITEE
B B IS 3R A 2RI B 95758 5.1.3
B R B BR B 75 3R &5 2 Rl 5B 9 SR Y
SRARE THEBE - DAUHBRBERER
BoNHREER ZEBFA
FEHRTEHASEENYERERE
HEERERFTE -

REBEBRRERAR / ZE-_AFERE

119



120

Notes to Financial Statements

B 75 R AR B

31 December 2025 —E-_AF+=-A=+—H

2.3 ISSUED BUT NOT YET EFFECTIVE IFRS

ACCOUNTING STANDARDS (Continued)

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

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

2.4 MATERIAL ACCOUNTING POLICIES

Investments in associates and joint ventures

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

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

The Group’s investments in associates and joint ventures are
stated in the consolidated statement of financial position at
the Group's share of net assets under the equity method of
accounting, less any impairment losses. Adjustments are made to
bring into line any dissimilar accounting policies that may exist.
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2.4 MATERIAL ACCOUNTING POLICIES (Continued) 2.4 ERETBER @)

Investments in associates and joint ventures (Continued)

The Group's share of the post-acquisition results and other
comprehensive income of associates and joint ventures is
included in the consolidated statement of profit or loss and

RBERARAREELHENRE (&)

AEBEIEBMERTRALELENKE
BREGLHEMEEBEAAGREERER
Hth 2 ERER © UbSN > WERRBE

other comprehensive income. In addition, when there has been a NAHEELENERER —EES -
change recognised directly in the equity of the associate or joint AIREBEN R EREHRERELRE
venture, the Group recognises its share of any changes, when IEEERE S (QE ) - AN E HEE

applicable, in the consolidated statement of changes in equity.
Unrealised gains and losses resulting from transactions between
the Group and its associates or joint ventures are eliminated to
the extent of the Group's investments in the associates or joint
ventures, except where unrealised losses provide evidence of an
impairment of the assets transferred. Goodwill arising from the
acquisition of associates or joint ventures is included as part of
the Group's investments in associates or joint ventures.

If an investment in an associate becomes an investment in a joint
venture or vice versa, the retained interest is not remeasured.
Instead, the investment continues to be accounted for under the
equity method. In all other case, upon loss of significant influence
over the associate or joint control over the joint venture, the
Group measures and recognises any retained investment at its
fair value. Any difference between the carrying amount of the
associate or joint venture upon loss of significant influence or
joint control and the fair value of the retained investment and
proceeds from disposal is recognised in profit or loss.

Business combinations and goodwill

Business combinations are accounted for using the acquisition
method. The consideration transferred is measured at the
acquisition date fair value which is the sum of the acquisition
date fair values of assets transferred by the Group, liabilities
assumed by the Group to the former owners of the acquiree and
the equity interests issued by the Group in exchange for control
of the acquiree. For each business combination, the Group elects
whether to measure the non-controlling interests in the acquiree
at fair value or at the proportionate share of the acquiree’s
identifiable net assets. All other components of non-controlling
interests are measured at fair value. Acquisition-related costs are
expensed as incurred.
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2.4 MATERIAL ACCOUNTING POLICIES (Continued)

Business combinations and goodwill (Continued)

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

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

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

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

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

2.4 EREFTHE®

EBEOREE(E)

BB AR NEERE —BE
BRRAR-RELGEE  MMEYaE
ELMENBEEAER  ARERRE

BB —IBET -

AEBREEBRRIES OB K
18 B HAM B IR I8 o B B AR L AT A P
EHNEMEERAE  UWELEE S
MIEE - BREERSWKE S EE L0
ARPTET H -

HWEBEH/IHEER  THKEDN
BERZEER RN A FEENTE
PEANERNABERNEaEtbe2m
YWat (RIBRME) RHER °

Yis T B (T A R ERAWE R
WA FEER DERAEEXAREN
FEREBRAFEFE MAFEE
RIS HER - B RERD B RED
HE RTBHEENTE BEEHK
RINERAEB /L -

BBVSRKAE  RANEEER
B ERIASFEREENEEELE
38 1 A4 45 WK BB O Bk X S E A 48 AT
BB BRI EERIREREN
Z8 - WA EREMERMEMER
FKBEEFENLRTE  AIERKE
FeHERNMERER AR ERERE -

KANGDA INTERNATIONAL ENVIRONMENTAL COMPANY LIMITED / ANNUAL REPORT 2025



Notes to Financial Statements

Bt 755 R AR B

31 December2025 —ZE-_RF+_-_HA=+—H

2.4 MATERIAL ACCOUNTING POLICIES (Continued) 2.4 ERETHBE @)

Business combinations and goodwill (Continued)

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

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

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

Fair value measurement

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

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

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

2.4 EREFTHE®
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2.4 MATERIAL ACCOUNTING POLICIES (Continued) 2.4 EREFBER @)

Fair value measurement (Continued)

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

NP EFTE(E)

R BRERFABKBELFENFAE
BERAG NREERLTENEM
EEERNRERBAESDBETAN
NPESER:

whole:

Level 1 —  based on quoted prices (unadjusted) in active E—H — HBEHERAEEXER
markets for identical assets or liabilities RE B IS5 E RE (R

KRR

Level 2 — based on valuation techniques for which the FH — BEXAYE N TFER
lowest level input that is significant to the EMEBEEANEE
fair value measurement is observable, either FEEZE A B RRER
directly or indirectly BAENMGERE

Level 3 — based on valuation techniques for which the E=HK — REBERBYE A FES

lowest level input that is significant to the fair
value measurement is unobservable

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

Impairment of non-financial assets

Where an indication of impairment exists, or when annual
impairment testing for an asset is required (other than
inventories, contract assets, deferred tax assets, financial assets,
investment properties, and non-current assets/a disposal group
classified as held for sale), the asset’s recoverable amount is
estimated. An asset’s recoverable amount is the higher of the
asset’s or cash-generating unit’s value in use and its fair value
less costs of disposal, and is determined for an individual asset,
unless the asset does not generate cash inflows that are largely
independent of those from other assets or groups of assets, in
which case the recoverable amount is determined for the cash-
generating unit to which the asset belongs.
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2.4 MATERIAL ACCOUNTING POLICIES (Continued)

Impairment of non-financial assets (Continued)

In testing a cash-generating unit for impairment, a portion of
the carrying amount of a corporate asset (e.g., a headquarters
building) is allocated to an individual cash-generating unit if it can
be allocated on a reasonable and consistent basis or, otherwise,
to the smallest group of cash-generating units.

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

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

arises.

2.4 EREFTHE®
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2.4 MATERIAL ACCOUNTING POLICIES (Continued) 2.4 EREFBER @)

Related parties

B

A party is considered to be related to the Group if: W a THER - B#HRIRE R EER

5 E 5 BRS¢

(@) the party is a person or a close member of that person’s (@ ZAAFATHFEATIHNERH
family and that person B BEZAT
(i)  has control or joint control over the Group; () HAEEHEAEGIENER

PRI

(i) has significant influence over the Group; or (i) HAEBEBBEAFZEN %%
(i) is a member of the key management personnel of the (i) ARAEBHIAEEZRAH
Group or of a parent of the Group; FEEEBAE:
or 3
(b) the party is an entity where any of the following conditions b) ZARUTEAGEEERNER
applies:
(i)  the entity and the Group are members of the same iy “EREAEEAR-—%E
group; KEAT
(i) one entity is an associate or joint venture of the other (i) ZEBEBASBE(XE—
entity (or of a parent, subsidiary or fellow subsidiary of ERBNERAF WEAAK
the other entity); EENGY =N DRl /N

(iii)  the entity and the Group are joint ventures of the (il ZEBEXEELAR-F=
same third party; THEEMRE:

(iv) one entity is a joint venture of a third entity and the vy ZEBRE=-FTEENGE
other entity is an associate of the third entity; TtE ME-—ERBRE=H

ERNBENR

(v)  the entity is a post-employment benefit plan for the V) ZEBRUAREEIAEE
benefit of employees of either the Group or an entity HHAEREE R R AN
related to the Group; BizEAETE
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2.4 MATERIAL ACCOUNTING POLICIES (Continued)

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

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

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

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

Property, plant and equipment and depreciation
Property, plant and equipment, other than construction in
progress, are stated at cost less accumulated depreciation and
any impairment losses. When an item of property, plant and
equipment is classified as held for sale or when it is part of a
disposal group classified as held for sale, it is not depreciated
and is accounted for in accordance with IFRS 5. The cost of an
item of property, plant and equipment comprises its purchase
price and any directly attributable costs of bringing the asset to
its working condition and location for its intended use.

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

2.4 EREFTHE®
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2.4 MATERIAL ACCOUNTING POLICIES (Continued) 2.4 EREFBER @)

Property, plant and equipment and depreciation
(Continued)

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

ME BERRKRERTE (&)

MENEREFTE  RBEDE HE

FEEB A A FHMER AR
HFMEE - RUMRANETEF RN
T

Buildings and other infrastructure 3.13% to 4.50% EFREMERRRE  3.13% £4.50%
Machinery 6.67% to 18.00% 125 6.67% % 18.00%
Office equipment and others 6.33% to 33.33% PN R EAM 6.33% £ 33.33%

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

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

Construction in progress is stated at cost less any impairment
losses, and is not depreciated. It is reclassified to the appropriate
category of property, plant and equipment when completed and
ready for use.

% - BB MREHERB SN HER
FHITR - MZEEORARGEREE
DEREERD  BEFENE - FRE
B ERAFHITETEEIREVR
FEAEBETEN  WELEERHE -

LR E  BERRERE RE
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REEKILERFEERDRNERAN
ERLERERE  NEREEHE
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2.4 MATERIAL ACCOUNTING POLICIES (Continued)

Investment properties

Investment properties are interests in land and buildings
(including right-of-use assets) held to earn rental income and/
or for capital appreciation. Such properties are measured
initially at cost, including transaction costs. Subsequent to
initial recognition, investment properties are stated at cost less
accumulated depreciation and any impairment losses.

Depreciation is calculated on the straight-line basis to write off
the cost of each item of such properties to its residual value over
its estimated useful life. The principal annual rate used for this
purpose is as follows:

Buildings 4.50%

Intangible assets (other than goodwill)

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

Software

Purchased software is stated at cost less any impairment losses
and is amortised on the straight-line basis over its estimated
useful life of 10 years.

2.4 EREFTHE®
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2.4 MATERIAL ACCOUNTING POLICIES (Continued) 2.4 EREFBER @)

Intangible assets (other than goodwill) (Continued)
Research and development costs
All research costs are charged to the statement of profit or loss

as incurred.

Expenditure incurred on projects to develop new products is
capitalised and deferred only when the Group can demonstrate
the technical feasibility of completing the intangible asset so that
it will be available for use or sale, its intention to complete and its
ability to use or sell the asset, how the asset will generate future
economic benefits, the availability of resources to complete the
project and the ability to measure reliably the expenditure during
the development. Product development expenditure which does
not meet these criteria is expensed when incurred.

Deferred development costs are stated at cost less any
impairment losses and are amortised using the straight-line
basis over the commercial lives of the underlying products not
exceeding five to seven years, commencing from the date when
the products are put into commercial production.

Operating concessions
For details of the accounting policy of operating concessions,
please refer to “Service concession arrangements” below.

Operating contract rights

Operating contract rights represent the fair value of operating
rights of WTPs or RWTPs acquired through business combination.
These intangible assets are amortised on the straight-line basis
over the remaining period of the operating contract rights.

Leases

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

Group as a lessee

The Group applies a single recognition and measurement
approach for all leases, except for short-term leases and leases of
low-value assets. The Group recognises lease liabilities to make
lease payments and right-of-use assets representing the right to
use the underlying assets.
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2.4 MATERIAL ACCOUNTING POLICIES (Continued)
Leases (Continued)
Group as a lessee (Continued)

(a)

(b)

Right-of-use assets

Right-of-use assets are recognised at the commencement
date of the lease (that is the date the underlying asset is
available for use). Right-of-use assets are measured at cost,
less accumulated depreciation and any impairment losses,
and adjusted for any remeasurement of lease liabilities.
The cost of right-of-use assets includes the amount of lease
liabilities recognised, initial direct costs incurred, and lease
payments made at or before the commencement date
less any lease incentives received. Right-of-use assets are
depreciated on a straight-line basis over the shorter of the
lease terms and the estimated useful lives of the assets as

follows:
Land 19 years
Office 2 to 5years

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

Lease liabilities

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

(b)

(c)

Lease liabilities (Continued)

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

The Group's lease liabilities are included in interest-bearing
bank and other borrowings.

Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition
exemption to its short-term leases of office properties
(that is those leases that have a lease term of 12 months or
less from the commencement date and do not contain a
purchase option). It also applies the recognition exemption
for leases of low-value assets to leases of office properties
that are considered to be of low value.

Lease payments on short-term leases and leases of low-
value assets are recognised as an expense on a straight-line
basis over the lease term.
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2.4 MATERIAL ACCOUNTING POLICIES (Continued)

Leases (Continued)

Group as a lessor

When the Group acts as a lessor, it classifies at lease inception (or
when there is a lease modification) each of its leases as either an
operating lease or a finance lease.

Leases in which the Group does not transfer substantially all
the risks and rewards incidental to ownership of an asset are
classified as operating leases. When a contract contains lease and
non-lease components, the Group allocates the consideration
in the contract to each component on a relative stand-alone
selling price basis. Rental income is accounted for on a straight-
line basis over the lease term and is included in other income
and gains in the consolidated statement of profit or loss and
other comprehensive income due to its nature. Initial direct costs
incurred in negotiating and arranging an operating lease are
added to the carrying amount of the leased asset and recognised
over the lease term on the same basis as rental income.
Contingent rents are recognised as other income and gains in
the period in which they are earned.

Service concession arrangements

The Group has entered into a number of service concession
arrangements with the Grantors. The service concession
arrangements consist of Build-Operate-Transfer (the “BOT")
arrangements and Transfer-Operate-Transfer (the “TOT")
arrangements. Under the BOT arrangements, the Group carries
out construction work of the WTPs, RWTPs, WDPs, STPs or
other municipal infrastructure for the Grantors and receives in
return the rights to operate the service project concerned for a
specified period of time (the "operation period”) in accordance
with the pre-established conditions set by the Grantors, and
the service project should be transferred to the Grantors with
nil consideration at the end of the operation period. A TOT
arrangement is similar to a BOT arrangement, except that the
Group pays consideration for the rights to operate the WTPs,
RWTPs, WDPs, STPs or other municipal infrastructure that have
been built.
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2.4 MATERIAL ACCOUNTING POLICIES (Continued) 2.4 EREFBER @)

Service concession arrangements (Continued)
Consideration given by the Grantors

A financial asset (financial receivable) is recognised to the extent
that the Group has an unconditional right to receive cash or
another financial asset from or at the direction of the Grantors
for the construction services rendered and/or the consideration
paid and payable by the Group for the rights to operate WTPs,
and the Grantors have little, if any, discretion to avoid payment,
usually because the agreements are enforceable by law. The
Group has an unconditional right to receive cash or another
financial asset if nothing other than the passage of time is
required before payment of the consideration is due and the
Grantors contractually guarantee to pay the Group specified or
determinable amounts even if the payment is contingent on the
Group ensuring that the infrastructure meets specified quality of
efficiency requirements. The financial asset (financial receivable) is
accounted for in accordance with the policy set out for Financial
assets at amortised cost (debt instruments) under "Investments
and other financial assets” below.

An intangible asset (operating concession) is recognised to
the extent that the Group receives the rights to charge users
of public service or the grantors remunerate the Group on the
basis of the extent of use of the WTPs, RWTPs, WDPs, STPs or
other municipal infrastructure by users, but with no guarantees
as to the amounts that will be paid to the Group, which is not
an unconditional right to receive cash because the amounts
are contingent on the extent that the public use the service.
The intangible asset (operating concession) is accounted for in
accordance with the policy set out for “intangible assets” above,
which is amortised on a straight-line basis over the terms of
operation ranging from 25 to 30 years.

If the Group is paid for the construction services partly by a
financial asset and partly by an intangible asset, then each
component of the consideration is accounted for separately and
is recognised initially at the fair value of the consideration.
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2.4 MATERIAL ACCOUNTING POLICIES (Continued)

Service concession arrangements (Continued)
Construction or upgrade services

Costs relating to construction or upgrade services comprise
direct materials, the costs of subcontracting, direct labour and
an appropriate proportion of variable and fixed construction
overheads. Revenue from the construction or upgrade services
under the BOT agreements is estimated on a cost-plus basis
with reference to the prevailing market rate of gross margin at
the date of the agreement applicable to similar construction
services rendered in similar locations, and is recognised using the
percentage of completion method, measured by reference to the
proportion of costs incurred to date to the estimated total cost of
the relevant contract.

Operating services

Revenue relating to operating services is accounted for in
accordance with the policy for "Revenue recognition” below.
Costs for operating services are expensed in the period in which
they are incurred.

Investments and other financial assets

Initial recognition and measurement

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

The classification of financial assets at initial recognition depends
on the financial asset’s contractual cash flow characteristics
and the Group's business model for managing them. With the
exception of trade and bills receivables that do not contain a
significant financing component or for which the Group has
applied the practical expedient of not adjusting the effect of a
significant financing component, the Group initially measures a
financial asset at its fair value plus in the case of a financial asset
not at fair value through profit or loss, transaction costs. Trade
and bills receivables that do not contain a significant financing
component or for which the Group has applied the practical
expedient are measured at the transaction price determined
under IFRS 15 in accordance with the policies set out for “Revenue
recognition” below.
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2.4 MATERIAL ACCOUNTING POLICIES (Continued) 2.4 EREFBER @)

Investments and other financial assets (Continued)

Initial recognition and measurement (Continued)

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

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

Purchases or sales of financial assets that require delivery of
assets within the period generally established by regulation or
convention in the marketplace are recognised on the trade date,
that is, the date that the Group commits to purchase or sell the
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Subsequent measurement #BiEE

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

Financial assets at amortised cost (debt instruments)

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

Investments and other financial assets (Continued)
Subsequent measurement (Continued)

Financial assets designated at fair value through other
comprehensive income (equity investments)

Upon initial recognition, the Group can elect to classify
irrevocably its equity investments as equity investments
designated at fair value through other comprehensive income
when they meet the definition of equity under IAS 32 Financial
Instruments: Presentation and are not held for trading. The
classification is determined on an instrument-by-instrument basis.

Gains and losses on these financial assets are never recycled
to the statement of profit or loss. Dividends are recognised as
other income in the statement of profit or loss when the right of
payment has been established, except when the Group benefits
from such proceeds as a recovery of part of the cost of the
financial asset, in which case, such gains are recorded in other
comprehensive income. Equity investments designated at fair
value through other comprehensive income are not subject to
impairment assessment.

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

o the rights to receive cash flows from the asset have expired;
or
o the Group has transferred its rights to receive cash flows

from the asset or has assumed an obligation to pay the
received cash flows in full without material delay to a third
party under a “pass-through” arrangement; and either
(a) the Group has transferred substantially all the risks
and rewards of the asset, or (b) the Group has neither
transferred nor retained substantially all the risks and
rewards of the asset, but has transferred control of the
asset.
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2.4 MATERIAL ACCOUNTING POLICIES (Continued) 2.4 EREFBER @)

Derecognition of financial assets (Continued)

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

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

Impairment of financial assets

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

General approach

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

Impairment of financial assets (Continued)

General approach (Continued)

At each reporting date, the Group assesses whether the credit risk
on a financial instrument has increased significantly since initial
recognition. When making the assessment, the Group compares
the risk of a default occurring on the financial instrument as at the
reporting date with the risk of a default occurring on the financial
instrument as at the date of initial recognition and considers
reasonable and supportable information that is available without
undue cost or effort, including historical and forward-looking
information.

The various group companies have different credit policies
depending on the requirements of their markets in which they
operate and the businesses they engage in. However, in certain
cases, the Group may also consider a financial asset to be in
default when internal or external information indicates that the
Group is unlikely to receive the outstanding contractual amounts
in full before taking into account any credit enhancements held
by the Group. A financial asset is written off when there is no
reasonable expectation of recovering the contractual cash flows.

Debt investments at fair value through other comprehensive
income and financial assets at amortised cost are subject to
impairment under the general approach and they are classified
within the following stages for measurement of ECLs except for
trade and bills receivables and contract assets which apply the
simplified approach as detailed below.

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

Stage2 Financial instruments for which credit risk has
increased significantly since initial recognition but that
are not credit-impaired financial assets and for which
the loss allowance is measured at an amount equal to
lifetime ECLs

Stage 3 Financial assets that are credit-impaired at the
reporting date (but that are not purchased or
originated credit-impaired) and for which the loss
allowance is measured at an amount equal to lifetime
ECLs
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2.4 MATERIAL ACCOUNTING POLICIES (Continued) 2.4 EREFBER @)

Impairment of financial assets (Continued) TREERE(H#)
Simplified approach |CRI Rz

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

Financial liabilities

Initial recognition and measurement

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

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

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

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

Financial liabilities at amortised cost (trade and other
payables, and borrowings)

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

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

Derecognition of financial liabilities
A financial liability is derecognised when the obligation under the
liability is discharged or cancelled, or expires.

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

Offsetting of financial instruments

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

Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost is determined on the first-in, first-out basis. Net
realisable value is based on estimated selling prices less any
estimated costs to be incurred to completion and disposal.

Cash and cash equivalents

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

For the purpose of the consolidated statement of cash flows,
cash and cash equivalents comprise cash on hand and at banks,
and short-term deposits as defined above, less bank overdrafts
which are repayable on demand and form an integral part of the
Group's cash management.
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2.4 MATERIAL ACCOUNTING POLICIES (Continued) 2.4 EREFBER @)

Provisions

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

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

A contingent liability recognised in a business combination is
initially measured at its fair value. Subsequently, it is measured
at the higher of (i) the amount that would be recognised in
accordance with the general policy for provisions above; and
(ii) the amount initially recognised less, when appropriate, the
amount of income recognised in accordance with the policy for
revenue recognition.

Income tax

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

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

Deferred tax is provided, using the liability method, on all
temporary differences at the end of the reporting period
between the tax bases of assets and liabilities and their carrying
amounts for financial reporting purposes.
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2.4 MATERIAL ACCOUNTING POLICIES (Continued)
Income tax (Continued)
Deferred tax liabilities are recognised for all taxable temporary

differences, except:

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

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

Deferred tax assets are recognised for all deductible temporary

differences, and the carryforward of unused tax credits and any

unused tax losses. Deferred tax assets are recognised to the

extent that it is probable that taxable profit will be available

against which the deductible temporary differences, and the

carryforward of unused tax credits and unused tax losses can be

utilised, except:

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

in respect of deductible temporary differences associated
with investments in subsidiaries, associates and joint
ventures, deferred tax assets are only recognised to the
extent that it is probable that the temporary differences will
reverse in the foreseeable future and taxable profit will be
available against which the temporary differences can be
utilised.
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2.4 MATERIAL ACCOUNTING POLICIES (Continued) 2.4 EREFBER @)

Income tax (Continued)

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

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

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

Government grants

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

Where the grant relates to an asset, the fair value is credited to
a deferred income account and is released to the statement of
profit or loss over the expected useful life of the relevant asset by
equal annual instalments or deducted from the carrying amount
of the asset and released to the statement of profit or loss by way
of a reduced depreciation charge.

Where the Group receives grants of non-monetary assets, the
grants are recorded at the fair value of the non-monetary assets
and released to the statement of profit or loss over the expected
useful lives of the relevant assets by equal annual instalments.
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2.4 MATERIAL ACCOUNTING POLICIES (Continued)

Revenue recognition

Revenue from contracts with customers

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

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

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

(a)

(b)

(c)

BOT arrangements

Revenue from the construction services under the BOT
agreements is estimated on a cost-plus basis with reference
to the prevailing market rate of gross margin at the date of
the agreement applicable to similar construction services
rendered in similar locations, and is recognised using the
percentage of completion method, measured by reference
to the proportion of costs incurred to date to the estimated
total cost of the relevant contract.

EPC arrangements

Revenue from the provision of construction services is
recognised over time, using an input method to measure
progress towards complete satisfaction of the service,
because the Group’s performance creates or enhances an
asset that the customer controls as the asset is created or
enhanced. The input method recognises revenue based
on the proportion of the actual costs incurred relative to
the estimated total costs for satisfaction of the construction

services.

Claims to customers are amounts that the Group seeks to
collect from the customers as reimbursement of costs and
margins for scope of works not included in the original
construction contract. Claims are accounted for as variable
consideration and constrained until it is highly probable that
a significant revenue reversal in the amount of cumulative
revenue recognised will not occur when the associated
uncertainty with the variable consideration is subsequently
resolved. The Group uses the expected value method to
estimate the amounts of claims because this method best
predicts the amount of variable consideration to which the
Group will be entitled.

Provision of operation services

Revenue from the provision of operation services is
recognised over the scheduled period on a straight-line
basis because the customer simultaneously receives and
consumes the benefits provided by the Group.
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2.4 MATERIAL ACCOUNTING POLICIES (Continued)

Revenue recognition (Continued)
Revenue from other sources
Rental income is recognised on a time proportion basis over the

lease terms.

Other income

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

Dividend income is recognised when the shareholders’ right to
receive payment has been established, it is probable that the
economic benefits associated with the dividend will flow to the
Group and the amount of the dividend can be measured reliably.

Contract assets

If the Group performs by transferring goods or services to
a customer before being unconditionally entitled to the
consideration under the contract terms, a contract asset is
recognised for the earned consideration that is conditional.
Contract assets are subject to impairment assessment, details of
which are included in the accounting policies for impairment of
financial assets.
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2.4 MATERIAL ACCOUNTING POLICIES (Continued) 2.4 EREFBER @)

Contract liabilities

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

Share-based payments

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

The cost of equity-settled transactions with employees is
measured by reference to the fair value at the date at which they
are granted. The fair value is determined by an external valuer
using a binomial model.

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

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

Share-based payments (Continued)

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

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

The dilutive effect of outstanding options is reflected as
additional share dilution in the computation of earnings per
share.

Other employee benefits

Pension scheme

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

scheme.

The Group also operates a defined contribution Mandatory
Provident Fund retirement benefit scheme in Hong Kong (the
“MPF Scheme”) under the Hong Kong Mandatory Provident
Fund Schemes Ordinance for those employees who are eligible
to participate in the MPF Scheme. Contributions are made based
on a percentage of the employees’ basic salaries and are charged
to the profit or loss as they become payable in accordance with
the rules of the MPF Scheme. The assets of the MPF Scheme are
held separately from those of the Group in an independently
administered fund. The Group’s employer contributions vest fully
with the employees when contributed into the MPF Scheme.
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2.4 MATERIAL ACCOUNTING POLICIES (Continued) 2.4 EREFBER @)

Other employee benefits (Continued)

Short term employee benefits

Short term employee benefit obligations are measured on an
undiscounted basis and are expensed as the related service is
provided.

Housing fund and other social insurances

The Group has participated in defined social security contribution
schemes for its employees pursuant to the relevant laws and
regulations of the PRC. These include a housing fund, basic
medical insurance, unemployment insurance, injury insurance and
maternity insurance. The Group makes monthly contributions to
the housing fund and other social insurances. The contributions
are charged to profit or loss on an accrual basis. The Group has
no further obligations beyond the contributions made.

Termination benefits

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

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, i.e., assets that
necessarily take a substantial period of time to get ready for their
intended use or sale, are capitalised as part of the cost of those
assets. The capitalisation of such borrowing costs ceases when
the assets are substantially ready for their intended use or sale.
All other borrowing costs are expensed in the period in which
they are incurred. Borrowing costs consist of interest and other
costs that an entity incurs in connection with the borrowing of
funds.
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2.4 MATERIAL ACCOUNTING POLICIES (Continued) 2.4 EREFBER @)

Events after the reporting period

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

Foreign currencies

The financial statements are presented in RMB, which is the
Company’s functional currency. Each entity in the Group
determines its own functional currency and items included in
the financial statements of each entity are measured using that
functional currency. Foreign currency transactions recorded
by the entities in the Group are initially recorded using their
respective functional currency rates prevailing at the dates of
the transactions. Monetary assets and liabilities denominated
in foreign currencies are translated at the functional currency
rates of exchange ruling at the end of the reporting period.
Differences arising on settlement or translation of monetary items
are recognised in the statement of profit or loss.

Non-monetary items that are measured in terms of historical
cost in a foreign currency are translated using the exchange
rates at the dates of the initial transactions. Non-monetary items
measured at fair value in a foreign currency are translated using
the exchange rates at the date when the fair value was measured.
The gain or loss arising on translation of a non-monetary item
measured at fair value is treated in line with the recognition
of the gain or loss on change in fair value of the item (i.e.,
translation difference on the item whose fair value gain or loss
is recognised in other comprehensive income or profit or loss is
also recognised in other comprehensive income or profit or loss,
respectively).
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2.4 MATERIAL ACCOUNTING POLICIES (Continued) 2.4 EREFBER @)

Foreign currencies (Continued)

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

2.5 SIGNIFICANT ACCOUNTING JUDGEMENTS

AND ESTIMATES

2.5
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The preparation of the Group’s financial statements requires REANEENMBRREE  BREAE
management to make judgements, estimates and assumptions Pl X BEERBEOHRE:

that affect the reported amounts of revenues, expenses, assets
and liabilities, and their accompanying disclosures, and the
disclosure of contingent liabilities. Uncertainty about these
assumptions and estimates could result in outcomes that could
require a material adjustment to the carrying amounts of the
assets or liabilities affected in the future.

Judgements

In the process of applying the Group’s accounting policies,
management has made the following judgements, apart from
those involving estimations, which have the most significant
effect on the amounts recognised in the financial statements:

Revenue from contracts with customers

The Group applied the following judgements that significantly
affect the determination of the amount and timing of revenue
from contracts with customers:
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2.5 SIGNIFICANT ACCOUNTING JUDGEMENTS
AND ESTIMATES (Continued)
Judgements (Continued)
Revenue from contracts with customers (Continued)

(i)

Accounting for service concession arrangements

The Group engages in certain service concession
arrangements in which the Group carries out construction
work of the WTPs, RWTPs, WDPs, STPs or other municipal
infrastructure for the Grantors and receives in return
the rights to operate the WTPs, RWTPs, WDPs, STPs or
other municipal infrastructure concerned in accordance
with the pre-established conditions set by the Grantors.
In accordance with IFRIC 12 Service Concession
Arrangements, the WTPs, RWTPs, WDPs, STPs or other
municipal infrastructure under the service concession
arrangements may be classified as intangible assets or
financial assets. The WTPs, RWTPs, WDPs, STPs or other
municipal infrastructure are classified as intangible assets
if the Group receives a right (a licence) to charge users of
the public service or if the Grantors remunerate the Group
on the basis of the extent of use of the WTPs, RWTPs,
WDPs, STPs or other municipal infrastructure by users, but
with no guarantees as to the amounts that will be paid to
the Group. Whenever only part of the investment by the
Group under these service concession arrangements is
covered by a payment commitment from the Grantors, it
is recognised as a financial receivable up to the amount
guaranteed by the Grantors, and as an intangible asset for
the balance. The Group recognises a financial receivable if
it has an unconditional contractual right under the service
concession arrangements to receive a determinable amount
of payments during the concession period irrespective
of the usage of the WTPs, RWTPs, WDPs, STPs or other
municipal infrastructure.
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2.5 SIGNIFICANT ACCOUNTING JUDGEMENTS
AND ESTIMATES (Continued)
Judgements (Continued)
Revenue from contracts with customers (Continued)

(i)

Accounting for service concession arrangements
(Continued)

Subsequent to initial recognition, the financial receivable
is measured at amortised cost using the effective interest
method.

Revenue from the construction service under the terms of
service concession arrangements is estimated on a cost-
plus basis with reference to a prevailing market rate of
gross margin at the date of agreement applicable to similar
construction services rendered in similar locations, and
is recognised on the percentage of completion method,
measured by reference to the proportion of costs incurred
to date to the estimated total cost of the relevant contract.
The Group's prevailing margins of gross construction
margin were valued by an independent third-party valuer.

When the Group receives a payment during the concession
period, it will apportion such payment among (i) a
repayment of the financial receivables (if any), which will
be used to reduce the carrying amount of the financial
receivables on the statement of financial position, (ii)
interest income, which will be recognised as revenue
in profit or loss and (iii) revenue from operating and
maintaining the WTPs, RWTPs, WDPs, STPs or other
municipal infrastructure in profit or loss.

Judgement is also exercised in determining the fair value
of the financial receivables. Discount rates, estimates of
future cash flows and other factors are used in the valuation
process.
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2.5 SIGNIFICANT ACCOUNTING JUDGEMENTS

AND ESTIMATES (Continued)

Judgements (Continued)

Revenue from contracts with customers (Continued)

(i)  Accounting for EPC arrangements
The Group seeks to collect claims from the customers as
reimbursement of costs and margins for scope of works
not included in the original construction contract, which
give rise to variable consideration. The Group determined
that the expected value method is the appropriate method
to use in estimating the variable consideration for claims
in construction services, given there is a wide range of
possible outcomes which are subject to negotiations with
third parties.

Before including any amount of variable consideration in
the transaction price, the Group considers whether the
amount of variable consideration is constrained. The Group
determined that the estimates of variable consideration
are not constrained based on its historical experience,
current negotiations with customers, profitability of the
head contracts of the customers and the current economic
conditions.

Withholding tax arising from the distribution of dividends
The Group's determination as to whether to accrue for
withholding taxes arising from the distributions of dividends from
certain subsidiaries according to the relevant tax jurisdictions
is subject to judgement on the timing of the payment of the
dividends or on whether certain subsidiaries of the Group are
determined to be Chinese resident enterprises by the PRC
governing tax authorities in the future. Management considered
that it is not probable that the Group's subsidiaries in the PRC
will distribute retained profits as at the end of the year in the
foreseeable future, and accordingly no additional provision for
withholding tax was made. Where the final outcome of these
matters is different from the amounts originally rewarded, the
difference will impact the deferred tax provision in the period in
which the difference arises.
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2.5 SIGNIFICANT ACCOUNTING JUDGEMENTS 25 ERGHE R4 @

AND ESTIMATES (Continued)

Estimation uncertainty

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

Useful lives and residual values of items of property, plant
and equipment

In determining the useful lives and residual values of items of
property, plant and equipment, the Group periodically reviews
the changes in market conditions, expected physical wear
and tear, and the maintenance of the asset. The estimation
of the useful life of the asset is based on historical experience
of the Group with similar assets that are used in a similar way.
Depreciation amount will be adjusted if the estimated useful
lives and/or the residual values of items of property, plant and
equipment are different from previous estimation. Useful lives
and residual values are reviewed, at the end of the year, based
on changes in circumstances.

Current income tax and deferred income tax

The Group is subject to income taxes in Hong Kong and Chinese
mainland. Estimation is required in determining the provision for
taxation. There are many transactions and calculations for which
the ultimate tax determination is uncertain during the ordinary
course of business. Where the final tax outcome of these matters
is different from the amounts originally recorded, the differences
will impact on the current income tax and deferred income tax
in the periods in which the differences arise. Deferred tax assets
relating to certain temporary differences or unused tax losses
are recognised as management considers it is probable that
future taxable profit will be available against which the temporary
differences or the unused losses can be utilised.

The realisation of the deferred tax assets mainly depends on
whether sufficient future profits will be available in the future.
In cases where the actual future profits generated are less than
expected, a material reversal of deferred tax assets may arise,
which will be recognised in profit or loss in the period in which
such a reversal takes place. Details of deferred tax assets are
contained in note 21 to the financial statements.
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2.5 SIGNIFICANT ACCOUNTING JUDGEMENTS

AND ESTIMATES (Continued)

Estimation uncertainty (Continued)

Percentage of completion of construction services

The Group recognises revenue according to the percentage of
completion of individual contracts of construction works, which
requires estimation to be made by management. The stage of
completion is estimated by reference to the actual costs incurred
over the total budgeted costs. Due to the nature of the activity
undertaken in construction works, the date on which the activity
commences and the date on which the activity completes usually
fall into different accounting periods. Hence, the Group reviews
and revises the percentage of completion of construction works.
Where the actual contract revenue is less than expected or actual
contract costs are more than expected, a foreseeable loss may
arise.

Estimation of total budgeted costs and cost to completion for
construction services

Total budgeted costs for construction contracts comprise (i) direct
material costs and direct labour, (ii) costs of subcontracting, and
(ili) an appropriation of variable and fixed construction overheads.
In estimating the total budgeted costs for construction contracts,
management refers to information such as (i) current offers from
sub-contractors and suppliers, (i) recent offers agreed with sub-
contractors and suppliers, and (iii) professional estimation on
material costs, labour costs and other costs.

Provision for expected credit losses on trade and bills
receivables, financial receivables and contract assets

The Group uses a provision matrix to calculate ECLs for trade
and bills receivables, financial receivables and contract assets.
The provision rates are based on days past due for groupings
of various customer segments that have similar loss patterns
(i.e., by geography, product type, customer type and rating, and
coverage by letters of credit and other forms of credit insurance).

The provision matrix is initially based on the Group's historical
observed default rates. The Group calibrates the matrix to
adjust the historical credit loss experience with forward-looking
information. For instance, if forecast economic conditions (i.e.,
gross domestic products) are expected to deteriorate over the
next year which can lead to an increased number of defaults
in the manufacturing sector, the historical default rates are
adjusted. At each reporting date, the historical observed default
rates are updated and changes in the forward-looking estimates
are analysed.
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2.5 SIGNIFICANT ACCOUNTING JUDGEMENTS 25 ERGHE R4 @

AND ESTIMATES (Continued)

Estimation uncertainty (Continued) fhat AR E M (8)
Provision for expected credit losses on trade receivables, ESEWNE SRERRERENE
financial receivables and contract assets (Continued) ERBEEEHERE (E)

The assessment of the correlation among historical observed
default rates, forecast economic conditions and ECLs is a
significant estimate. The amount of ECLs is sensitive to changes
in circumstances and forecast economic conditions. The Group's
historical credit loss experience and forecast of economic
conditions may also not be representative of a customer’s actual
default in the future. The information about the ECLs on the
Group's financial receivables, trade and bills receivables and
contract assets is disclosed in note 20, note 22 and note 24 to the
financial statements, respectively.

Financial receivables

Estimation is exercised in determining the fair values of the
financial receivables at initial recognition. These fair values are
computed on the discounted cash flow method using a discount
rate based upon the market-related rate for a similar instrument
as at the date of initial recognition. The assumptions and
estimates used can materially affect the fair values of the financial
receivables.

Impairment of goodwill

The Group determines whether goodwill is impaired at least on
an annual basis. This requires an estimation of the value in use
of the cash-generating units to which the goodwill is allocated.
Estimating the value in use requires the Group to make an
estimate of the expected future cash flows from the cash-
generating units and also to choose a suitable discount rate in
order to calculate the present value of those cash flows. Further
details are given in note 19.
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2.5 SIGNIFICANT ACCOUNTING JUDGEMENTS

AND ESTIMATES (Continued)

Estimation uncertainty (Continued)

Leases — Estimating the incremental borrowing rate

The Group cannot readily determine the interest rate implicit
in a lease, and therefore, it uses an incremental borrowing rate
("IBR") to measure lease liabilities. The IBR is the rate of interest
that the Group would have to pay to borrow over a similar term,
and with a similar security, the funds necessary to obtain an asset
of a similar value to the right-of-use asset in a similar economic
environment. The IBR therefore reflects what the Group “would
have to pay”, which requires estimation when no observable
rates are available (such as for subsidiaries that do not enter into
financing transactions) or when it needs to be adjusted to reflect
the terms and conditions of the lease. The Group estimates the
IBR using observable inputs when available and is required to
make certain entity-specific estimates.

Impairment of non-financial assets (other than goodwill)

The Group assesses whether there are any indicators of
impairment for all non-financial assets (including the right-of-
use assets) at the end of each reporting period. Indefinite life
intangible assets are tested for impairment annually and at other
times when such an indicator exists. Other non-financial assets
are tested for impairment when there are indicators that the
carrying amounts may not be recoverable. An impairment exists
when the carrying value of an asset or a cash-generating unit
exceeds its recoverable amount, which is the higher of its fair
value less costs of disposal and its value in use. The calculation
of the fair value less costs of disposal is based on available data
from binding sales transactions in an arm’s length transaction of
similar assets or observable market prices less incremental costs
for disposing of the asset. When value in use calculations are
undertaken, management must estimate the expected future
cash flows from the asset or cash-generating unit and choose a
suitable discount rate in order to calculate the present value of
those cash flows.
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OPERATING SEGMENT INFORMATION

For management purposes, the Group's operating businesses
are structured and managed separately according to their nature.
Each of the Group's operating segments represents a strategic
business unit that provides services which are subject to risks
and returns that are different from those of the other operating
segments. Summary details of the operating segments are as
follows:

(@) the segment of Urban Water Treatment engages in the
design, construction, upgrade and operation of WTPs,
RWTPs, STPs and WDPs, and in the operation and
maintenance of waste water treatment facilities entrusted
by governments (“O&M");

the segment of Water Environment Comprehensive
Remediation engages in river harnessing and improvement,
foul water body treatment, and sponge city construction;
and

() the segment of Rural Water Improvement engages in
the construction and operation related to “the Water
Environment Facilities of Beautiful Village” such as waste
water treatment facilities and pipeline construction
for collecting waste water so as to achieve rural living
environment improvement.

Management monitors the results of the Group's operating
segments separately for the purpose of making decisions about
resource allocation and performance assessment. Segment
performance is evaluated based on the reportable segment
results, which is a measure of adjusted profit before tax. The
adjusted profit before tax is measured consistently with the
Group's profit before tax except that unallocated income and
gains, finance costs as well as corporate and other unallocated
expenses are excluded from such measurement.
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OPERATING SEGMENT INFORMATION
(Continued)

Segment assets and liabilities mainly comprise operating assets
and liabilities that are directly attributable to the segment or can
be allocated to the segment on a reasonable basis.

Segment assets exclude investment properties, unallocated
intangible assets, unallocated deferred tax assets, unallocated
prepayments, other receivables and other assets, unallocated
pledged deposits, unallocated cash and cash equivalents,
unallocated investments in associates and a joint venture and
other unallocated head office and corporate assets as these
assets are managed on a group basis.

Segment liabilities exclude unallocated other payables and
accruals, lease liabilities, and other unallocated head office and
corporate liabilities as these liabilities are managed on a group
basis.

Intersegment sales and transfers are transacted with reference to
the selling prices used for sales made to third parties at the then
prevailing market prices.
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3. OPERATING SEGMENT INFORMATION 3. RETHER )
(Continued)
Water
8z Environment
ZE-RFtZA=t1-H Urban Water Comprehensive Rural Water
Year ended 31 December 2025 LEE Treatment ~ Remediation  Improvement Total
KRR L)
HEKK GRaRE BKRE Gl
RMB'000 RMB'000 RMB'000 RMB'000

AR®TR AR®TR ARBTR ARBTR

Segment revenue (note 4) 2B (FrE4)
Sales to external customers FANEBR P HE 2,267,202 136,329 23,323 2,426,854
Total segment revenue DEbiE s 2,267,202 136,329 23,323 2,426,854
Segment results DEHEE 545,060 29,452 (13,768) 560,744
Reconciliation: ik -
Unallocated income and gains RAOBEMA Rz 4,254
Share of profits and losses of HMERDEBEDANER

unallocated associates (55)
Share of profit and loss of PME—FRDEEELER

an unallocated joint venture Bi (1,015)
Corporate and other unallocated rEREMRDERX

expenses (43,061)
Unallocated lease-related finance costs K7 BefE SRR AR A (99)
Unallocated finance costs AP EBERA

(other than interest on lease liabilities) ~ (FREBGEF BRI (176,297)
Profit before tax BRELATR T 344,471
Segment assets IHEE 16,248,492 1,190,876 603,314 18,042,682
Reconciliation: i
Corporate and other unallocated assets ¥R EMANEEE 646,744
Total assets BEE 18,689,426
Segment liabilities PHEE 11,562,221 323,190 430,160 12,315,571
Reconciliation: i
Corporate and other unallocated rEREMARNERRE

liabilities 58,413
Total liabilities 2ak 12,373,984
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3. OPERATING SEGMENT INFORMATION 3. RETER @
(Continued)
Water
8z Environment
ZE-RFtZA=t1-H Urban Water Comprehensive Rural Water
Year ended 31 December 2025 LEE Treatment ~ Remediation  Improvement Total
XRE B
WK RERE KRR Bt
RMB'000 RMB’'000 RMB'000 RMB'000
ARETR ARBT T ARBT T AR®T T
Other segment information Hitp BER
Investments in associates REEEARINIEE - 234,729 - 234,729
Unallocated investments in associates ~ REEE N BIMADERE 282
Investment in a joint venture R-RE2LENRE 64,995 - - 64,995
Unallocated investment in a joint venture IR—FRA B M ENADPERE 5,667
Share of profits and losses of associates A8 & A ARV IER - 862 - 862
Share of profits and losses of unallocated 7154 7 itk & A AR B &
associates (55)
Share of profit and loss of a joint venture A 1E—RK AL ERBR (3,268) - - (3,268)
Share of profit and loss of an unallocated D 1E—FKADE AL LR
joint venture B& (1,015)
Impairment losses recognised in REGREZNHESEFRE
profit or loss, net (84,667) (11,663) - (96,330)
Depreciation and amortisation WEREH (89,632) (8) (23,057) (112,697)
Unallocated depreciation and ROBRAERHE
amortisation (3,429)
Total depreciation and amortisation WeEREEAR (116,126)
Capital expenditure BRAR 16,487 - - 16,487
Unallocated amounts FARESHE 1,061
Total capital expenditure* BARY G 17,548
* Capital expenditure consists of additions to property, plant and equipment * BABYBEREMYE BEREZEULR
and service concession contract assets. BT RESNEE -
‘* The impairment losses recognised in profit or loss consists of the impairment # RIBREARNRMEEIE G E S B E KR
of financial receivables, the impairment of contract assets, the impairment of HE - ANEERE: B5EWY IE&J?EW
trade and bills receivables and the impairment of other receivables. = R R th E U SR IE A o
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3. OPERATING SEGMENT INFORMATION

(Continued)

gReEFTER (@)

Water
HE Environment
“EomE+=A=1—H Urban Water ~ Comprehensive Rural Water
Year ended 31 December 2024 IH5E Treatment Remediation  Improvement Total
KBE )
KT RARE EIKAE B3t
RMB'000 RMB'000 RMB'000 RMB'000
ARET T ARETTT ARETTT ARETT
Segment revenue (note 4) AHKE (M)
Sales to external customers mMNPEFEE 2,160,205 22133 78944 2,261,282
Total segment revenue SHBEW R 2,160,205 22133 78,944 2,261,282
Segment results Vil ¥ 460,393 25,182 21,969 507,544
Reconciliation: HE
Unallocated income and gains RAOEMA Rz 9,451
Share of profits and losses of HMERDEBEDANER
unallocated associates 18
Share of profit and loss of PME—FARDEEELER
an unallocated joint venture B& (1,753)
Corporate and other unallocated rEREMKDERX
expenses (76,233)
Unallocated lease-related finance costs K7 Be il 4R R B AR (85)
Unallocated finance costs FOMBERA
(other than interest on lease liabilities) (A& B GEF RN (202,699)
Profit before tax R AR A 236,243
Segment assets IHEE 16,785,400 1,153,880 643,461 18,582,741
Reconciliation: HE -
Corporate and other unallocated assets ¥R EMANEEE 571,185
Total assets BEE 19,153,926
Segment liabilities AHEE 12,242,483 371,663 456,855 13,071,001
Reconciliation: -
Corporate and other unallocated rEREMRIEE R
liabilities 63,080
Total liabilities BefE 13,134,081
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OPERATING SEGMENT INFORMATION 3. RETER @
(Continued)
Water
Eﬁf: Environment
ZERZWETZA=1-H Urban Water ~ Comprehensive Rural Water
Year ended 31 December 2024 IH5E Treatment Remediation  Improvement Total
KRB B
BT FERE BKRE Bt
RMB'000 RMB'000 RMB'000 RMB'000
ARBFT AREFT ARETT ARBTT
Other segment information HittpHER
Investments in associates REEARREE - 234,661 - 234,661
Unallocated investments in associates RS E R BRI R DB E 337
Investment in a joint venture R—REELENKLE 68,263 - - 68,263
Unallocated investment in a joint venture IR —RABRERH RN ERE 6,682
Share of profits and losses of associates A& A AIAYIER - 1,040 - 1,040
Share of profits and losses of unallocated 215 x5 Bl & AR M ER
associates 18
Share of profit and loss of a joint venture A 1E—RAE ¥R ER (1,393) - - (1,393)
Share of profit and loss of an unallocated D 1E—FKADEA LR
joint venture = (1,753)
Impairment losses recognised in REGREZNHESEFRE
profit or loss, net (69,435) (3,554) - (72,989
Depreciation and amortisation WEREH (89,183) 8 (32,894) (122,085)
Unallocated depreciation and RPOBRTEREH
amortisation (4,124)
Total depreciation and amortisation FTEREHER (126,209)
Capital expenditure BRAR 32133 = 3,49 35,629
Unallocated amounts KPEeH 34
Total capital expenditure* BRRZ B8 35,663

and service concession contract assets.

Capital expenditure consists of additions to property, plant and equipment

The impairment losses recognised in profit or loss consists of the impairment

of financial receivables, the impairment of contract assets, the impairment of

trade receivables and the impairment of other receivables.

* EXAMXBRERENE  BERREARR

BHTEEENEE-

¢ 18 5 TR H R E B 1B 2 15 Bl KK

HE - AHEERE -
H fth UK E ©

KANGDA INTERNATIONAL ENVIRONMENTAL COMPANY LIMITED / ANNUAL REPORT 2025

B 5 R IE/JEME&



Notes to Financial Statements

Bt 755 R AR B

31 December2025 —E-_RAF+-A=+—H

3. OPERATING SEGMENT INFORMATION 3. REFHER @
(Continued)
Geographical information b B &
(a) Revenue from external customers (a) HHFEFWEH
2025 2024
—E_RHEF —E-OF
RMB’000 RMB'000

ARWT T ARBTT

Chinese mainland R B A 3 2,426,854 2,261,282
The revenue information above is based on the locations of Lt E R TENEF 2L o

the customers.

(b) Non-current assets (b) ¥RBEE
2025 2024
—E_-hHF —EE
RMB’'000 RMB’000

ARBT T ARBTT

Chinese mainland BB A 11,765,339 12,058,649
All the non-current assets are located in Chinese mainland. FrEIEREEEHMRPE A o
The non-current asset information above excludes deferred LHERBEENBERNTBIER
tax assets. EFRIBEE ©
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3. OPERATING SEGMENT INFORMATION 3. RETBER

(Continued)

Information about major customers BTEREFARNER
The revenue derived from the Group's two largest customers REA - AEBMAE P EENHKE
during the year is as follows: T

Year ended 31 December 2025 BE-E_HF+-A=+—HILLEE

168

Urban Water

Treatment Total
3 S K 75 a5t
RMB’000 RMB’000
AR¥T T AR T
Customer A ZEA 332,055 332,055
Customer B ZFB 208,199 208,199
540,254 540,254
Year ended 31 December 2024 BHE-_Z-_NF+-_A=+—HILFE
Urban Water
Treatment Total
SRR T &t
RMB’000 RMB’000
ARETIT ARET T
Customer A ZEFEA 188,092 188,092
Customer B =FB 140,732 140,732
328,824 328,824
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REVENUE

The Group has entered into a number of service concession
arrangements with the Grantors on a BOT or a TOT basis in
respect of its WTPs, RWTPs, WDPs, STPs or other municipal
infrastructure. These service concession arrangements generally
involve the Group as an operator in (i) constructing WTPs,
RWTPs, WDPs, STPs or other municipal infrastructure for those
arrangements on a BOT basis; (ii) paying a specific amount for
those arrangements on a TOT basis; and (iii) operating WTPs,
RWTPs, WDPs, STPs or other municipal infrastructure on behalf of
the Grantors for periods ranging from 17 to 30 years (the “Service
Concession Periods”), and the Group will be paid for its services
over the Service Concession Periods at prices stipulated through
a pricing mechanism.

The Group carries out construction works of other municipal
infrastructure under EPC arrangements and agrees with EPC
customers to enter into a settled agreement for the construction
work during the construction.

Revenue represents: (i) an appropriate proportion of contract
revenue from construction contracts under BOT arrangements,
EPC arrangements and other construction service projects, net
of tax and government surcharges; (i) revenue from operation
of WTPs, RWTPs, WDPs, STPs or other municipal infrastructure
under BOT arrangements and TOT arrangements and the
provision of Operation and Maintenance services; and (iii)
financial income from service concession arrangements. The
amounts of each of the significant categories of revenue during
the year are as follows:
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Revenue from contracts with customers EEAEHWE
2025 2024
—E-REF —EOF
RMB'000 RMB’000
ARET ARETIT
Revenue from operating services B2 R W e 1,197,280 1,251,647
Revenue from construction services 8 R RS W 2 512,784 266,035

Financial income from service concession AR 7% 45 5F 45 < 22 HE B9 B 75 U A
arrangements 716,790 743,600
Total 5T 2,426,854 2,261,282
FEBRBREERAR / _E_AFERE
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4. REVENUE (Continued) 4. LI&%T&(@
Revenue from contracts with customers (Continued) EFEHNWE (&)
(a) Disaggregated revenue information (a) WEERHAD
For the year ended 31 December 2025 BE-Z-_A%+=-A=+—H
LHEE
Water
Environment
Urban Water Comprehensive Rural Water
Treatment ~ Remediation  Improvement Total
KRR A
Segments 28 HEKE RERE BKARE &t
RMB'000 RMB'000 RMB'000 RMB'000

ARBTR ARBTR ARBTR ARBTR

Revenue from contracts with EFAHWE

customers 2,267,202 136,329 23,323 2,426,854
Geographical market BEHE
Chinese mainland B 2,267,202 136,329 23,323 2,426,854
Total k] 2,267,202 136,329 23,323 2,426,854
Timing of revenue recognition BB
Services transferred over time BE s I EES A IR 7% 2,267,202 136,329 23,323 2,426,854
Total e 2,267,202 136,329 23,323 2,426,854
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4. REVENUE (Continued)

—E-RAF+ZA=+—H

4. W:H &)

Revenue from contracts with customers (Continued)

BEFEEHWE ()

(a)

(b)

Disaggregated revenue information (Continued)
For the year ended 31 December 2024

(a)

WEERAD (B)
BHE-ZE-_WE+-A=+—8H
IHFE

Water
Environment
Urban Water ~ Comprehensive Rural Water
Treatment Remediation  Improvement Total
KIEE i
Segments 2 BT FERE KRR B3t
RMB'000 RMB'000 RMB'000 RMB'000
ARETT AREFT ARETL ARETL
Revenue from contracts with EFEHWEG
customers 2,160,205 22,133 78,944 2,261,282
Geographical market BEHE
Chinese mainland Bl 2,160,205 2133 78,944 2,261,282
Total R 2,160,205 2133 78,944 2,261,282
Timing of revenue recognition  HE BB
Services transferred over time RERREBNRE 2,160,205 22,133 78944 2,261,282
Total BE 2,160,205 2133 78,944 2,261,282

Revenue from construction services, operating services of
waste water treatment, reclaimed water treatment, water
distribution and sludge treatment and financial income
from service concession arrangements are recognised over
time.

Performance obligations

The aggregate amount of the transaction prices allocated to
the performance obligations of BOT and TOT arrangements
that are unsatisfied (or partially unsatisfied) as at 31
December 2025 was RMB29 billion (2024: RMB33 billion).
The performance obligations expected to be recognised in
more than one year relate to the services to be performed
in respect of the BOT and TOT arrangements. The amounts
disclosed above do not include variable consideration
which is constrained.

VEKERIE C BAKERE - HKARIER
BRIB )RR ARTS - F AR WA LA K PR
BRAKETHN B RAGRN — R
R °

(b)

BHEE
R-E-_RAF+-_A=+—H8%H
B ZEBOT M TOTZHERARETT (3k
HBoRBIT BHNEENXRSE
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5. OTHER INCOME AND GAINS 5. Hitlk AR W=
2025 2024
—E-ERF —T_WF
RMB’'000 RMB’000
AR¥T T ARET T
Government grants* AT # B * 32,748 25,178
Interest income from loans to a third party [[—X % =75 BB BULA 9,117 15,643
Bank interest income IRITH BUA 750 2,215
Interest income from loans to an associate A —FEEE NI R —FKEE
and a joint venture TEBERNFEUWA 3,431 1,985
Rental income less depreciation of HeEBABEEMENE
investment properties 653 619
Others HAth 42,647 21,174
Total #aE 89,346 66,814
* Government grants primarily represented the value-added tax refund * BB ERBUTHBER TEIRERRT

and the environmental protection funds for environmental technological
improvements granted by government authorities. Certain environmental
protection funds related to the upgrading of WTPs granted by government
authorities are recognised as deferred income that is recognised in profit or
loss on a systematic basis over the expected upgrade interval cycle. There
are no unfulfilled conditions or contingencies relating to these grants.

RABRRRMEBENRERERS - BT
BT E B 825 /K BE 32 RS A B Y
RRESCERRETERA - REHOUGE
BRBHRASC 2 EERBHTHER - I
R H % F A BN RIR RN R G e AR -
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6. PROFIT BEFORE TAX 6. BRBLANZEF
The Group's profit before tax is arrived at after charging/ 2 5= B 9 BR B AR A DA HBR(REA)
(crediting): AR EIBZRED
2025 2024
—E-REF —ZEZF
Notes RMB’000 RMB’000

B 5E ARBT T ARBTT

Cost of construction services 3 3% AR 75 A AN 420,313 208,253
Cost of operation services i IR TS AN 915,957 964,015
Total cost of services 48 AR TS A AR 1,336,270 1,172,268
Depreciation of property, plantand ¥1% - iFE LR HEITE

equipment 13 4,787 5,221
Depreciation of right-of-use assets  {F AL EINE 14(a) 638 1,069
Amortisation of service concession B A E — RIFEFFLEE

intangible assets s 18 109,993 118,958
Amortisation of other intangible Hfhfm & EE S

assets 310 343
Impairment of financial receivables® < B & W IER B * 20 83,332 46,608
Impairment of contract assets* BHREERE" 24 318 99
(Reversal of impairment)/impairment & 5 & U 5078 & & I 4%

of trade and bills receivables* CRERRD), mE" 22 (5,081) 19,478
Impairment of other receivables” Ho b U E (B 23 17,761 6,804
Lease payments not included inthe W& AT EGE2

measurement of lease liabilities M E R 14(c) 187 325
Auditor’s remuneration HEENEN & 2,552 2,552

Employee benefit expense (including & & 1& #| i 52

directors’ remuneration): (BIEESHH) -
Wages, salaries and allowances, ITE - HrekEh-

social securities and benefits g RE & AEF 230,639 228,251
Equity-settled share option i i E IR R X

expense 3,569 5,141
Pension scheme contributions BRIKEFTEIfE K

(defined contribution scheme)* (REMFKETE) 22,968 25,669

Total employee benefit expense BEBRMNFAX 257,176 259,061
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6. PROFIT BEFORE TAX (Continued)

6. BRBLAER (&)

2025 2024
—E-REF —E U4
Notes RMB’'000 RMB’000
B 5 AR%T ARBFT
Operating lease income KEREWA (1,051) (1,237)
Less: Depreciation of investment B REMERE
properties 398 618
Rental income less depreciation of & WARIEEMETE
investment properties 5 (653) (619)
Bank interest income RITF B YA 5 (750) (2,215)
Government grants BUR B 5 (32,748) (25,178)
Interest income from loans to M—RE=ZFEZRFE
a third party WA 5 (9,117) (15,643)
Interest income from loans to M—REEDLER—FTHE
a joint venture and an associate RAIMERHF EUWA 5 (3,431) (1,985)
Loss on disposal of items of property, R &E W% « BFE M&EHEE
plant and equipment, net E1E 58 - 10
Foreign exchange differences, net  [E X Z%E » JF58 57 2,228

The impairment of financial receivables, the impairment of contract assets,
the impairment of trade and bills receivables and the impairment of other
receivables are included in “Other expenses” in profit or loss.

There are no forfeited contributions that may be used by the Group as the
employer to reduce the existing level of contributions.

CREYRERE GHNEERE B5E
SR IR T i M R 0 M T L A R TR
Bt A\ZEREWEMRF -

BEEFBOR R HR AR AREERET
ARRBUEIRAE HFKF o
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7. FINANCE COSTS 7. BERA
2025 2024
—E-RE —EDAF
RMB’000 RMB'000

AR¥ T ARETE

Interest on interest-bearing bank and other 5+ 8 8817 & H {th & A &

borrowings 446,706 544,126
Interest on lease liabilities HEBERN R 99 85
Total st 446,805 544,211

8. DIRECTORS’' AND CHIEF EXECUTIVE'S 8. EERESTHAEZM
REMUNERATION
Directors’ and chief executive’s remuneration for the year, TEEEERERTRABMESRE L
disclosed pursuant to the Listing Rules, section 383(1)(a), (b), mRA] - FB R RMEGIE 383(1)@) ~ (b)
(c) and (f) of the Hong Kong Companies Ordinance and Part 2 QEOEERRAFI(EEEENEER)
of the Companies (Disclosure of Information about Benefits of BIE2EpIWTEMT -

Directors) Regulation, is as follows:

2025 2024
—E_RE —E
RMB'000 RMB’000

AR¥TR ARBTT

Fees we 2,181 2,150
Other emoluments: Hie -
Salaries, allowances and benefits in kind ~ #& ~ ZBEREWRET 4,441 6,066
Equity-settled share option expense A A E IR R 1,202 1,680
Pension scheme contributions RN ETEIH K 56 49
Total HEt 7,880 9,945
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8. DIRECTORS’' AND CHIEF EXECUTIVE'S 8. EERBRESITHAEFM @
REMUNERATION (Continued)
(i) Independent non-executive directors (i) BIFEHTEE

Mr.Chau Kam Wing (BI85)  B&%4
Mr. Chang Qing (%) BREEE
Mr.Peng Yongzhen (¥k%)  ¥XBERHE
Total a:t
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8. DIRECTORS’ AND CHIEF EXECUTIVE'S
REMUNERATION (Continued)

(ii) Executive directors and a non-executive director

8. EERBREITHRAEHMN @

(i) BITESERFATES

Equity- Salaries,

settled share allowances Pension
option  and benefits scheme Total
Fees expense inkind contributions remuneration

NRHEHEN He 2ER Bire
e BRERX ENER HEEE BEM
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETT ARETT ARETT ARETR

Year ended 31 December ~ HE-ZF=-EHfF

2025 TZRA=t-BLEE
Executive directors: YTES:

Mr. Li Zhong () Thfkk 217 275 1,455 - 1,947
Mr. Duan Jerry Linnan (Bt #R) BRI 4 217 275 1,334 - 1,826
Ms. Liu Yujie (ZIEZ) E Ry 217 275 543 - 1,035
Mr. Zhou Wei (&) * [RIfE 5> 217 275 1,109 56 1,657
Subtotal INEE 868 1,100 4,441 56 6,465
Non-executive directors: FHTES:

Mr. Zhao Juanxian EEELE

(alias, Zhao Junxian)

(HBEE)™ 326 = = - 326
Total st 1,194 1,100 4,441 56 6,791
Year ended 31 December ~ HE-ZT-M&

2024 +ZA=t-HLEE
Executive directors: HTEE:

Mr. Zhao Juanxian BEELE

(alias, Zhao Junxian)

(HEE)~ 331 = 1,597 = 1928
Mr. Li Zhong (%) EXib 21 384 1,465 - 2,070
Mr. Duan Jerry Linnan (EX#%48) BRI 4 21 384 1,342 = 1947
Ms. Liu Yujie (B1EA) EE Y 21 384 547 = 1,152
Mr. Zhou Wei (&) * itk 166 384 1,115 49 1714
Total @t 1,160 1,536 6,066 49 8,811

There was no arrangement under which a director waived

or agreed to waive any remuneration during the year.

*

*k

Mr. Zhou Wei was appointed as an executive director of the Company
on 10 April 2024 and had tendered his resignation as an executive
Director and the Chief Financial Officer of the Company with effect
from 4 February 2026.

Mr. Zhao Juanxian (alias, Zhao Junxian) was re-designated as a non-
executive director of the Company with effect from the 1 January
2025.

BMEEENFAFEHRELRE
B B -

* AEREER_Z_MFMA+HE
RERARRMNTES AUR=-F
“ARFZANABEARRNITE
ERPBHEE -

* HEBLABERITAAREIEHR

TEE B-T-_hF—A—HELE
Fe
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9. FIVE HIGHEST PAID EMPLOYEES 9. ZhEEEFMES
The five highest paid employees during the year included four FA ARG HEERRENEES(Z
directors (2024: four directors), details of whose remuneration are ToUF - NBESR) BEZHFF
set out in note 8 above. Details of the remuneration for the year BEN EXHFES - REEH T & (=
of the remaining one (2024: one) highest paid employee who is ToNF: —R)BRFEARARTNEENIHE
neither a director nor a chief executive of the Company are as BR{THRABZ&aHMES 25
follows: BAT

2025 2024

—E_RF —E-pE

RMB’'000 RMB'000

AR¥ T ARETE

Salaries, allowances and benefits in kind ~ # %  EBI R EWEF] 1,407 902
Performance related bonuses FIEMHBIEAL - 90
Equity-settled share option expense DARE 25 45 H ) BE IR R R 2 - 192
Pension scheme contributions RS EIHR 5 66
Total AT 1,412 1,250
The number of non-director and non-chief executive highest paid FHENATHEANFESRIFRERTT
employees whose remuneration fell within the following bands is BABGE=FMES ABNAT :

as follows:

Number of employees

EEAH
2025 2024
—EB-FRE —EYF
HK$1,000,001 to HK$1,500,000 1,000,001 % 7T % 1,500,000 7 7T = 1
HK$1,500,001 to HK$2,000,000 1,500,001 /& 7T & 2,000,000 7 7T 1 -
Total BET 1 1
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10. INCOME TAX EXPENSE 10. FREBIEE

Pursuant to The PRC Enterprise Income Tax Law Implementing
Regulations (% Z A R $L F1 B {& 2 P 15 550K B b 15 1), most
of the subsidiaries established in the PRC, engaged in the
operations of waste water treatment projects, are eligible for tax
holiday of a three-year full exemption followed by a three-year
half exemption commencing from their respective first years of
generating operating revenue (the “3+3 Tax Holiday”). At the
end of the year, these subsidiaries were qualified for the 3+3 Tax
Holiday or in the process of preparation and submission of the
required documents to the respective tax authorities to apply for
the 3+3 Tax Holiday.

In accordance with the relevant tax rules and regulations of
Chinese mainland, a number of the Company’s subsidiaries
enjoy income tax exemptions and reductions because (1) these
companies are qualified third-party enterprises engaged in
pollution prevention and control, and are entitled to corporate
income tax at a reduced tax rate of 15%; and/or (2) they have
operations in the Western regions of Chinese mainland that are
qualified for a 15% concessionary corporate income tax rate for
a prescribed period of time pursuant to the “Announcement
on Continuing the Enterprise Income Tax Policy for the
Development of the Western Region” ([2020] No.23) issued by
the Ministry of Finance, the State Administration of Taxation, the
National Development and Reform Commission.

Under the relevant PRC Corporate Income Tax Law and
respective regulations, except for the preferential treatments
available to certain subsidiaries as mentioned above, other
subsidiaries within the Group were subject to corporate income
tax at the statutory rate of 25%.

Pursuant to the rules and regulations of the Cayman Islands and
the British Virgin Islands, the Group is not subject to any income
tax in the Cayman Islands and British Virgin Islands.

RE(FEARKMBEECEMEHEE
He AR BI) - FE o B A 32 3 7 305 7K BRI
HREZNAROIMBAREERBEH
EEEAKZRGENEEFERRARF
R=FRBRREE=FRENHEER
(ZR=ZRFHBER] RFER X
EMBARICAEREX =2 RN
BEBREESHELAE BN HE
EXHEXRBE= 2= RFRBESE -

RAE A B A AR B R 548 Bl SRR - AR
RNAETHBRARZBMESRE R LR
% REBNZERARRKRESLEH
SBHABERE=ZALE ZTHIHER
TEMEREE: R/ RQZEQFR
Hh B A P DA [ A RS ARIBESIX
M BEREBED BIREEMNESES
EeHEmN(ENTEERIAHBLE
FT 15 B BR B9 A 45) ([2020] 235%) 1A 45
THERNAERERIS%ERCEMS
HRE o

BREGRECFEARAMBELEMEHR
EYRMBER B LA ETHEBRR
EREEFEIN  AEEANEMNE
REALR25%HEE R RN EEMF
B o

RERESHENEBRELESNARA R
R ARBERSHEE MEBR LR
SBAMMNERAER

REBEBRRERAR / ZE-_AFERE

179



180

Notes to Financial Statements

B 75 R AR B

31 December 2025 —E-_AF+=-A=+—H

10. INCOME TAX EXPENSE (Continued)

No provision for Hong Kong profits tax has been made as the
Group had no assessable profits derived from or earned in Hong

Kong during the year.

10. FAIEHBAX (@)

HRASEFALEETBE LSRN
FERTE AN - MW EAHRB B NS B
e

2025 2024
—E_RE —EOF
RMB’'000 RMB’000
AR¥T T ARET T

Current BN HA
— Chinese mainland — B R 53,594 37,414
Deferred PRI 47,354 27,948
Total tax charge for the year FAMBEL LB 100,948 65,362

A reconciliation of the tax expense/(credit) applicable to profit

before tax at the statutory tax rate for the country in which the

Company and the majority of its subsidiaries are domiciled and/
or operate to the tax expense at the effective tax rate, and a

BARBREKNEDME QB EMR
R/ SIS EREBRROEERETED
PR AT AE B BIARM S (%) 8
RERREFEOVARSEE A&

reconciliation of the applicable rate (i.e., the statutory tax rate) to BERAREAVEERE) BERB R H
the effective tax rate, are as follows: BRanR -
2025 2024
“E-RFE T NF
RMB'000 % RMB'000 %
ARBTR ARBFT

Profit before tax BR 75t A1 7 344,471 236,243
Tax at the statutory tax rate BEEREGEMHIR 86,118 25.0 59,061 25.0
Lower tax rates for specific provinces 187 & 17 3 & H BT 14 7

or enacted by local authority BRERERE (22,835) (6.7) (15,617) (6.5)
Expenses not deductible for tax AAAHFAY 12,719 3.7 3,750 1.6
Tax losses not recognised AEATEERE 45,353 13.2 39,670 16.8
Tax losses utilised from previous ERBTHRANOTEER

periods (26,434) (7.7) (28,028) (11.9)
Reversal of tax losses recognised in B B3 R AT

previous periods FERD - - 6,004 25
Tax effect of disposal of subsidiaries &M B B K F 5 5 2 5,158 1.5 = =
Profits and losses attributable to RELERBEAT

joint ventures and associates fEih B 869 0.3 522 02
Tax charge at the Group's effective ~ EASKEERHEHEM

rate BBt 100,948 29.3 65,362 21.7

The share of tax attributable to associates and joint ventures
amounting to negative RMB755,000 (2024: negative RMB306,000)
is included in “Share of profits and losses of associates” and
“Share of profits and losses of joint ventures” in profit or loss.

DEBERR NG E

TEERMGREEA

R#7550007C (ZE MM : G ARK
306,0007T) REE A [ 168 = A A
B R EEECFEE B NAR -
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11.

12.

—E-RAF+ZA=+—H

DIVIDENDS 11. BRE
2025 2024
—ECEF —T-lF
HK$'000 HK$'000
BT T BETT
Proposed final — HK0.5 cent (2024: Nil) BEAARKRE —RE®R
per ordinary share BEOSI(ZZE - MF - ) 11,535 -

The proposed final dividend for the year is subject to the
approval of the Company’s shareholders at the forthcoming
annual general meeting.

EARNINGS PER SHARE ATTRIBUTABLE
TO ORDINARY EQUITY HOLDERS OF THE
PARENT

The calculation of the basic earnings per share amount is based
on the profit for the year attributable to ordinary equity holders
of the parent, and the weighted average number of ordinary
shares of 2,194,118,000 (2024: 2,139,735,000) outstanding during
the year.

The calculation of the diluted earnings per share amounts is
based on the profit for the year attributable to ordinary equity
holders of the parent. The weighted average number of ordinary
shares used in the calculation is the number of ordinary shares
outstanding during the year, as used in the basic earnings per
share calculation, and the weighted average number of ordinary
shares assumed to have been issued at no consideration on the
deemed exercise or conversion of all dilutive potential ordinary
shares into ordinary shares.

12.

REERBRAREBREFARRRIRRAE
FEERFIAF ARG LR - HAEE -

BRaEBEREEAREN
BREF
BRERBANSBEDNIERNFRGAAE
BEGFEAABRGEIERFAEETYE
B 2 0 E 19 £22,194,118,000 4% (=
T PU4E £ 2,139,735,000 %) 5+ & -

BRESAEANSEIREG AR L AE
BsRAEABRIGFERENFE - FHERAA
RANEBRINEFABRR/ARFERT
MEBRRE  NERFESRELEN
RERANBERR - W REE BN
FHHRE A2 EEEE L BBRIRRR
ETEXBRASEER  MRTEREH
17°
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12. EARNINGS PER SHARE ATTRIBUTABLE 12. B RREBERRTEAEN
TO ORDINARY EQUITY HOLDERS OF THE BREN @
PARENT (Continued)
The calculations of basic and diluted earnings per share are BREARBERFTERATSIET
based on: g
2025 2024
—E-RHE —E_mE
RMB'000 RMB'000
AR¥T T AREFTTT
Earnings: BF
Profit attributable to ordinary equity AR EEREARARES AT
holders of the parent, used in the BRREREEFAA
basic and diluted earnings per share JE (k3 FI
calculations 237,260 167,998
Number of shares
RHEE
2025 2024
—E-RHE —EOF
Shares: Vi
Weighted average number of ordinary ARETEERERBRNFRA
shares outstanding during the year used B 317 E @R INE FHE
in the basic earnings per share calculation 2,194,118,000 2,139,735,000

Effect of dilution — weighted average HEYE — LBRINETIEI
number of ordinary shares:

Share options R 13,395,000 —*

Total BET 2,207,513,000 2,139,735,000

* No adjustment has been made in the weighted average number of ordinary * HREZ-_Z-_WNF+-_A=+—HILF
shares in computing diluted earnings per share for the year ended 31 VE'J,E%HX%TT@EL RARRAEFHRE -
December 2024 as the exercise price of those share options was higher than HULE st EERIEE R - RE @R
the share price of the Company during the year. REF I eI -
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13. PROPERTY, PLANT AND EQUIPMENT 13. ¥ BERRE
31 December 2025 —2-RFt+=-A=t+—H
Buildings Office
and other equipment  Construction
infrastructure Machinery ~ and others in progress Total
BFRAM WORE
ER i HeR REM BRIR EH)

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTR  ARETR AR®TR AR®ETR AR®ETR

At 1 January 2025: RZZ-hE—-f—R:
Cost A 85,634 22,540 38,395 725 147,294
Accumulated depreciation ZEHERAE
and impairment (43,469) (21,334) (33,809) - (98,612)
Net carrying amount EEFE 42,165 1,206 4,586 725 48,682
At 1 January 2025, net of R-ZE_1%E
accumulated depreciation —A—8 1k
and impairment ZEHERAE 42,165 1,206 4,586 725 48,682
Additions NE 993 - 221 - 1,214
Transferred from investment NEENEEY
properties 6,516 - - - 6,516
Disposals HE () (428) (245) - (678)
Disposal of subsidiaries HERBATF (55) - (82) - (137)
Depreciation provided FERTERE
during the year (3,716) (541) (530) - (4,787)
At 31 December 2025, net of R-ZT_1%
accumulated depreciation TZA=+t—-8"
and impairment MR 2T ERAE 45,898 237 3,950 725 50,810
At 31 December 2025: i
+=R=1+-R:
Cost KA 93,083 22,112 38,289 725 154,209
Accumulated depreciation ZEERRE
and impairment (47,185) (21,875) (34,339) - (103,399)
Net carrying amount RERE 45,898 237 3,950 725 50,810
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13. PROPERTY, PLANT AND EQUIPMENT 13. Y% - BERRKRE @)
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(Continued)
31 December 2024

—E-mM&E+=-A=+—H

Buildings Office
and other equipment  Construction
infrastructure Machinery and others in progress Total
BTRAM HIYNS T
HiE R e REA EEIR a5t
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETT AR%TT AR%Tn ARBTn
At 1 January 2024: RZZZMF-A-8:
Cost A 85,866 22,669 37,509 725 146,769
Accumulated depreciation ZEHERAE
and impairment (40,042) (20,453) (32,896) - (93,391)
Net carrying amount FHFE 45,824 2,216 4613 725 53,378
At 1 January 2024, net of R-ZE-M&E
accumulated depreciation —A—8 1k
and impairment ZEHAERAE 45,824 2216 4,613 725 53,378
Additions NE - 3 886 - 889
Disposals & (232) (132) - - (364)
Depreciation provided FRRERE
during the year (3,427) (881) 913) - (5,221)
At 31 December 2024, net of i ifis
accumulated depreciation +ZA=+—-8"
and impairment M2 ERAE 42,165 1,206 4,586 725 48,682
At 31 December 2024: R-F-MF
+ZA=+-8:
Cost DN 85,634 22,540 38,395 725 147,294
Accumulated depreciation ZEHHERAE
and impairment (43,469) (21,334) (33,809) - (98,612)
Net carrying amount BFEEE 42,165 1,206 4,586 725 48,682
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13.

14.

—E-RAF+ZA=+—H

PROPERTY, PLANT AND EQUIPMENT
(Continued)

At 31 December 2025, certain of the Group's buildings with
a net carrying amount of approximately RMB7,303,000 (2024:
RMBS8,138,000) were pledged to secure certain interest-bearing
bank and other borrowings granted to the Group (note 29). As
the payments of the land use rights for the buildings cannot be
separated reliably from the payments for the purchase of office
buildings, the entire payments are included in the costs of the
relevant buildings.

Certain infrastructure with a net carrying amount as at 31
December 2025 of approximately RMB7,940,000 (2024:
RMB8,698,000) is situated on a piece of land which is legally
owned by the non-controlling shareholder of Jilin Kangda
Environmental Protection Company Limited (“Jilin Kangda”), a
subsidiary of the Group. The subsidiary is contractually authorised
to use the land without charge throughout its operating period.

LEASES

The Group as a lessee

The Group leases certain land properties and office properties
under operating lease arrangements with leases negotiated
for terms ranging from 2 to 19 years. Generally, the Group is
restricted from assigning and subleasing the leased assets
outside the Group.

(a) Right-of-use assets
The carrying amounts of the Group's right-of-use assets
and the movements during the year are as follows:

13.

14.

M - BB REE @

R-ZE-_RAF+-_A=+—H £&£H
BREFENABARE7,3030005T (=2
— e AR®8,138,0007T) A T8
FEEBERTAEEE T ERITK
E B RAER (FI7E29) o AR L fF
AN RE LA S EE R AEF
B R o BE - A2 B SRET AFE R AE
FHA o

R-ZE-_HAF+_A=+—8 FEEF
H4) B AREET7,940,000 7T (ZF P04
AR 8,698,0007T) B9 & T EME R
7 A B 7 52 (8 99 B /8 12 ) 75 MR B IE IR (R
ﬁ@@?@iwﬁknm#%hkﬁA
EHmAN—ELIL E - ZMBA

ﬁ&%ﬂﬂ1$M%ﬁ%§ﬁ%%im

HE

AEBEREEA
AEERBEEHELHHEES T it
MERKRAYE HEBEHRN =
ETNF - —RME - ARERGIA
HEEESRLRDHETARENIND
= o

(a) HERAEEE
AEERFANEREEENR
EmERESMNT

Land Office Total

+ it i BN &&t

RMB’000 RMB’000 RMB'000

AREBFT ARETT ARETET

As at 1 January 2024 MR-ZZ_MFE—H—H 1,216 1,070 2,286

Additions NE - 520 520

Depreciation charge FERX (26) (973) (1,069)
As at 31 December 2024 and R-E_mF

1 January 2025 TZA=+—RHBRK

—E-RF¥—H—H 1,120 617 1,737

Additions NE - 2,948 2,948

Depreciation charge ERX (96) (542) (638)
As at 31 December 2025 RZZT-RF

+T-A=+—H 1,024 3,023 4,047

53
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14. LEASES (Continued)

“E-ARE+-A=+—H

The Group as a lessee (Continued)

(b)

(c)

(d)

Lease liabilities

The carrying amount of lease liabilities (included under
interest-bearing bank and other borrowings) and the
movements during the year are as follows:

14. HE @)

AEBERABA(E)
(b)y HESRE

REAR  HEBE(BEET SR
TREMETR) EREERZEB 0N
™

2025 2024
- —T-mE
RMB’000 RMB’000
AR¥T T ARETTT
Carrying amount at 1 January R—HA—B®REE 1,948 2,616
New leases MEE 2,948 520
Accretion of interest recognised F AR N B IE AN
during the year 99 85
Payments (NN (828) (1,273)
Carrying amount at 31 December Rt A=+—HHEEE 4,167 1,948
Analysed into: DT
Current portion BVHAER 5 1,749 427
Non-current portion SERNEAER 2,418 1,521

The maturity analysis of lease liabilities is disclosed in note
41 to the financial statements.

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

(c)

HERENIHITRIHRE
PEEE4T P IER o

REAEFENBRTERNS
FUOR

2025 2024
—E-REF —E o OF
RMB’000 RMB’000
AR¥T T AR®TTT
Depreciation charge of TREEENERX
right-of-use assets 638 1,069
Expense relating to short-term leases £33 B EAERA M & A 187 325
Interest on lease liabilities HEBGNE 99 85
Total amount recognised in profit RERERNESHE
or loss 924 1,479

The total cash outflow for leases is disclosed in note 33(c) to
the financial statements.

(d)

HEMR SR AR ERI
KM EE33(0)
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14. LEASES (Continued)

15.

The Group as a lessor

The Group leases its investment properties consisting of four
commercial properties under operating lease arrangements. The
terms of the leases generally require the tenants to pay security
deposits and provide for periodic rent adjustments according
to the then prevailing market conditions. Rental income less
depreciation of investment properties recognised by the Group
during the year was RMB653,000 (2024: RMB619,000), details of
which are included in notes 5 and 6 to the financial statements.

At 31 December 2025, the undiscounted lease payments
receivable by the Group in future periods under non-cancellable
operating leases with its tenants are as follows:

14. HE @)

AEBEERAHBA
AEEREBECLEHELHAERERED
¥ (BENEmAYME) - HEKRE
BERMEINRES  UREBEZERH
ERTRTHAERES - AEETFNE
RHASWAREEDERERSARKE
653,0007T (ZZ Z 4 « AR 619,000
TL)  HEFBEN MR EMES KRG o

R-ZE-_RAF+_A=+—"H A%£H
HEMAPII UM T RGEEEEETH
AREAE W ARRREEFIENT ¢

2025 2024
—E-RE —E YA
RMB’000 RMB’000

AR T ARBTT

Within one year —FR 915 1,031
After one year but within two years —FREMERN 469 456
After two years but within three years MERB=FNA 483 469
After three years but within four years —FRENFA - 483
Total RBET 1,867 2,439

INVESTMENTS IN ASSOCIATES

15. REFERQRINRE

2025 2024
—E_RHE —EOFE
RMB’000 RMB'000

AR®T ARETT

Share of net assets DILEEFE 224,570 224,557
Goodwill on acquisition WA 10,441 10,441
Total 5t 235,011 234,998

REBRBRRRARAR / —T-_RFERE

187



Notes to Financial Statements

B 75 R AR B

31 December 2025 —E-_AF+=-A=+—H

15.

INVESTMENTS IN ASSOCIATES (Continued)

Particulars of the associates are as follows:

15.

m%%QTME§@>

Percentage of
equity interest
Place of registration Issued and fully attributable to
Company name and operation paid-up capital the Group  Principal activities
KEEELR

RAEH BRREXNE ERTRAZRE RERAL TEEH

Jiangsu Eastern Biological Sludge PRC/Chinese mainland RMB35,000,000 49 Treatment of sludge in rivers
Treatment Engineering Co., Ltd. and lakes
("Eastern Sludge Treatment”)

(IHRAERERIRERAR)

IHERAEEBRIRERAR e/ HE R AR 35,000,000 EARRARETTRRE
(RAEEBR])

Fuzhou Fuhe River Investment & PRC/Chinese mainland RMB300,000,000 24 Investment, construction,
Development Co., Ltd. ("Fuzhou Fuhe”) operation and management
(N HETRER 55@?‘75 RAR) of municipal pro‘ects

ENTETRERERRERAA HE/RERL AR H300,000,0007C BRE R EEREEMH
(M ]) I

Sichuan Kangda Zhonghuan PRC/Chinese mainland RMB5,000,000 30 Design and consulting of
Municipal Engineering Design Co., Ltd. construction projects
("Sichuan Zhonghuan”)

(m I\J?iqﬂii%\ﬁﬁlﬁi?&#ﬁﬁﬂ A

mIEERRAR TR ARD HE/HERL AR 50000007 BRAR R RAA
(i)

Leping Hehu Ecological Environmental PRC/Chinese mainland RMB50,000,000 44 Construction, operation and
Treatment Co., Ltd. (“Leping Hehu") management of environment
(BTm R R ERAR)! protection and infrastructure

projects

SImARERRRREERAR e/ HE R AR 50,000,007 Bk BEREERRRER
(T&Fm81) RIEER

#

The English names of these companies referred to in this report represent

management’s best effort at translating the Chinese names of the companies

registered in Chinese mainland, as no English names have been registered.

* AP FE AR B A 3t A 1 A9 2 B 3 A AT 2

B ARERBOZFEARRXEEE
BEEENBEERXEREMAE
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15. INVESTMENTS IN ASSOCIATES (Continued) 15. REtE A RAIMNERE 5
The percentages of voting power held and profit sharing are the RARERIEN SN A DL EARE
same as the percentages of equity interest attributable to the EEEHRER 2 AR o A5 B R
Group. The Group's shareholdings in the associates comprise ERANRECERARZEME AR
equity shares held through wholly-owned subsidiaries of the FRANEDRD -
Company.
The following table illustrates the summarised financial TRIBHOBERNERNREE QT
information in respect of some investments in associates, which WiIRE NG BRRTOEEEY
are individually material, reconciled to their carrying amounts in RO BERBIE -

the consolidated financial statements:

2025 2024
—E_RE —E PO
Fuzhou Leping Fuzhou Leping
Fuhe Hehu Fuhe Hehu

WONHOT SRR NN R
RMB’000  RMB'000  RMB'000  RMB'000
AR®TR AR®TR ARBTT ARETT

Current assets MENE E 520,059 28,279 383,241 27,129
Non-current assets EmENEE 1,749,846 298,917 1,814,094 284,154
Current liabilities MENEE (579,077) (43,050) (434,923) (13,016)
Non-current liabilities e’ (1,058,520) (167,764) (1,130,918) (181,885)
Net assets BEFE 632,308 116,382 631,494 116,382
Reconciliation to the Group’s AN B FA B & A 7

interests in the associates: FE 2 B T BR -
Proportion of the Group’s REER AL

ownership 24% 44% 24% 44%
Group's share of net assets REBE D HHE AT

of the associates BEEFE 151,754 51,208 151,559 51,208
Carrying amount KEREE

of the investments 151,754 51,208 151,559 51,208
Revenue g 78,686 - 85,300 =
Profit for the year F P A 813 - (42) =
Total comprehensive income A2 Wz A%

from the year 813 - 42) =
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15. INVESTMENTS IN ASSOCIATES (Continued) 15. REtE A RAIMNERE 5
The following table illustrates the aggregate financial information TRIRIIEFBEAHNAEBBEE L D
of the Group's associates that are not individually material: AIMA AR
2025 2024
—E-RF —T-WEF
RMB’'000 RMB'000

ARBT T ARBTT

Share of the associates’ profit for the year 7l B & A & F 79 )4 F 612 1,069
Share of the associates’ total SIEEE AT 2 EWEBRE
comprehensive income 612 1,069
Aggregate carrying amount of the REERBERARKRERN
Group's investments in the associates BEmEAE 32,049 32,231
16. INVESTMENTS IN JOINT VENTURES 16. REELENRE
2025 2024
—E-FREF —EmF
RMB’000 RMB'000
ARBFR  ARBFT
Share of net assets DIEEEFE 70,662 74,945
Particulars of the joint ventures are as follows: EHEERENFBOT
Percentage of
Issued and  equity interest
Place of registration fully paid-up attributable to
Company name and operation capital the Group Principal activities
BETR AEEERL
NG BEREXLH HRBRAK BREEAN FEEK
Zibo Tiangiyuan Water Supply Co., Ltd.  PRC/Chinese mainland RMBS,190,000 49  Central water supply
("Tiangiyuan”)
CHEMABEREKERAR)
MEMABEROKERAR (TRER]) +E/HENM AR 5,190,000 70 R oK
Gaomi Kangrui Environmental PRC/Chinese mainland RMB28,000,000 50 Sale and maintenance
Protection Technology Co., Ltd. of environmental
("Gaomi Kangrui") protection equipment
(BETRRRRRMRABRAF)
BEMRRRRERERAA B/ R E A AR 28,000,000 7 HERRERRRZE
EE:30))
& The English names of these companies referred to in this report represent & A TE AR B A 3 o 1T 9 A B 3 A A A R S
management’s best effort in translating the Chinese names of the companies - ARERIMNZEAREXERBE
registered in Chinese mainland, as no English names have been registered. BEZNPEFELR BTG -
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16.

17.

INVESTMENTS IN JOINT VENTURES (Continued)

The above investments are held through wholly-owned

subsidiaries of the Company.

The following table illustrates the aggregate financial information

—E-RAF+ZA=+—H

16.

Eo

FA%ﬁ%MEﬁw
MRETBEBARRZ BB AR

TNRIVRIESEEREANAEES Z D

of the Group's joint ventures that are not individually material: ENEHMBEER
2025 2024
—E-RHE —E-OE
RMB’000 RMB’000
ARBT T ARETTT
Share of the joint ventures’ loss DIEEEPEFANEE
for the year (4,283) (3,14¢6)
Share of the joint ventures' total SlEEELEIHWGERE
comprehensive income (4,283) (3,14¢)
Aggregate carrying amount of the REEBREGETERED
Group's investments in the joint ventures BRI 42 (E 70,662 74,945
EQUITY INVESTMENTS DESIGNATED AT FAIR 7. BEERRAFEFTAHMER
VALUE THROUGH OTHER COMPREHENSIVE H =S RERE
INCOME
2025 2024
—E-RHEF —EE
RMB’'000 RMB'000
AR®T T ARBT T
Equity investments designated at fair value {E7E AR AFEAEMEE
through other comprehensive income Y g ) AR IR
Unlisted equity investments, at fairvalue ~ JE EMRERE @ A FE 404,000 399,000

During the year, the gain, net of tax, in respect of the Group's
equity investments in Zhongyuan Asset Management Co.,
Ltd. recognised in other comprehensive income amounted W &
to RMB4,250,000 (2024: gain in other comprehensive income

amounted to RMB44,200,000).

At 31 December 2025, the equity investments were pledged
to secure certain interest-bearing bank and other borrowings

granted to the Group.

RER -

REME2E RS ERN AL
RPREEEEARAFNRERED
(MK FIAE) & AR % 4,250,000
—ToNF - HErmkEnkEs
AR 44,200,0007T) °

RZE_RAF+_A=+—H " HME
EIEARE B R T AEEET
T EIRIT R EAME R

REBRBRRRARAR / —T-_RFERE

191



192

Notes to Financial Statements

B 75 R AR B

31 December 2025

“E-ARE+-A=+—H

18. SERVICE CONCESSION INTANGIBLE ASSETS 18. B EE — REBFHLKE
2025 2024
—E_RE —E_OFE
RMB’'000 RMB'000
AR¥T T ARET T
Cost at 1 January, net of accumulated R—A—BBAK
amortisation R 25T 5 1,525,762 1,376,539
Additions NE 136,789 268,181
Amortisation provided during the year F T i (109,993) (118,958)
Disposal of a subsidiary HE—RWBERT (109,410) -
At 31 December R+=ZA=+—H 1,443,148 1,525,762
At 31 December: R+-—A=+—8":
Cost BN 2,061,395 2,034,017
Accumulated amortisation Rt (618,247) (508,255)
Net carrying amount REFE 1,443,148 1,525,762

As at 31 December 2025, the Group's service concession
intangible assets with a carrying value of RMB1,102,170,000 (2024:
RMB1,106,152,000) were pledged to secure certain interest-
bearing bank and other borrowings granted to the Group (note

29).

R—E-_RHE+-_A=+—H0 &&
B ERmE AR ®1,102,170,000C (==
A ARM1,106,152,0007T) B
TEE —REEFEEERPERT
AEEBE T BRITREAMERMER
(M7£29) °
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19. GOODWILL

19. &

Cash-generating units

REeELEN

Waste water

Manufacture of

chemicals for

treatment waste water
plant treatment Total
EETKEE
5K R R FrRA{tER st
RMB'000 RMB'000 RMB'000
ARET T ARETFIT ARET T
2024 —T-WF
Cost at 1 January 2024, net of Eﬁ‘:\%:lﬁli—ﬁ\—‘ﬁﬁ’\]
accumulated impairment PAS - MR Rt (E 58,325 - 58,325
Impairment during the year FRRIE (41,155) - (41,155)
Cost and net carrying amount at }}‘é:%:@i
31 December 2024 T=A=T—HK
B 7R 1% BR T FHE 17,170 - 17,170
At 31 December 2024 il
+=ZA=+—8:
Cost PR 58,325 1,894 60,219
Accumulated impairment RETREE (41,155) (1,894) (43,049)
Net carrying amount BREDHEE 17,170 - 17,170
2025 —ERF
Cost at 1 January 2025, net of R_ZE_AF—HA—BH
v A B3 =]
accumulated impairment PR - IRk REHRE 17,170 - 17,170
Cost and net carrying amount at )‘ié:%@:_ﬂi
31 December 2025 T=A=T—AK
B 7S I BR T FHE 17,170 = 17,170
At 31 December 2025: R-_ZT_RF
+ZA=+—8:
Cost (DN 58,325 1,894 60,219
Accumulated impairment REtREE (41,155) (1,894) (43,049)
Net carrying amount AREF(E 17,170 - 17,170
Impairment testing of goodwill R E R E

Goodwill acquired through business combinations has been
allocated to the cash-generating units of “waste water treatment
plant” and “the manufacture of chemicals for waste water

treatment” for impairment testing.

EBEBAHRBHNRHECOEEDS
IKBEIERR | e [ £ E)S/KBR IR AT AL 2 am
BeELBEUERERR -
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19. GOODWILL (Continued)

Impairment testing of goodwill (Continued)

The recoverable amounts of the cash-generating units of “waste
water treatment plant” and “the manufacture of chemicals for
waste water treatment” have been determined based on a value
in use calculation using cash flow projections based on financial
forecasts approved by senior management covering a period
of 20 years and based on the assumption that the sizes of the
operations remain constant perpetually. The pre-tax discount
rate applied to the cash flow projections is 9.33% (2024: 9.33%).

Assumptions were used in the value in use calculation of
the "waste water treatment plant” and “the manufacture of
chemicals for waste water treatment” cash-generating units for 31
December 2025 and 31 December 2024. The following describes
each key assumption on which management has based its cash
flow projections to undertake impairment testing of goodwill:

Budgeted gross margins — The basis used to determine the
value assigned to the budgeted gross margins is the average
gross margins achieved in the year immediately before the
budget year, increased for expected efficiency improvements,
and expected market development.

Discount rates — The discount rates used are before tax and
reflect specific risks relating to the relevant units.

Price inflation — The basis used to determine the value assigned
to price inflation is the forecast price indices during the budget
year for the relevant markets.

The values assigned to the key assumptions on market
development of waste water treatment plant and the manufacture
of chemicals for waste water treatment, discount rates and price

inflation are consistent with external information sources.

19. & ®

BERENR (&)
[VEKEEM | M EESKERMAL
BRIReELASEMNTKEESEDR
BERUARRER B ERRE20FH
TR - WIRR S E R IE KA
TEREKBNRESRERNFENEA
F{E§IE EE%/MLE%E E\Jﬂ’éﬁ%ﬁ’ﬁﬁﬁﬁﬁﬁ
WEEH933%(ZF Y4 : 9.33%) °

AE_TECRFFTA=+—HRZE
TET A=+ RIEKEER] &
(EESKEEMBEERIREELE
71 AEER S ERRR - X
TERERBERSRERAETHE
BRI Y S TR S R AR

HEEME —BESETHEEEMNX
E@f,\@ﬁﬂmﬂmgfﬁ%ﬁﬁ 4 4 R
—FAMBROFEHENE  BREH
B R IEF R TR TH 5 3 R M A AT
hne

B — ﬁﬁﬁﬁﬁﬁiﬁfﬂi?ﬂ IR

f bR B B A0 E TR B

BEk —RAREBEESE TERBIR
BEMEEREBMSRBEFENE
BRI S

DB TS5 KR IR R M B S KR EE?ﬁﬁH
{tERNTMSER BRRERERB
MNEZBRIEEINAER KR -
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20. FINANCIAL RECEIVABLES 20. £ REWNKE

2025 2024

—E-HF —EMEF

RMB’'000 RMB'000

AR¥T T ARET T

Receivables under service BRR 75 5 B 45 & 2 BEJE G IE

concession arrangements 11,508,458 11,677,750
Impairment DRI (4,152) (3,769)
Net carrying amount AREFE 11,504,306 11,673,981
Portion classified as current assets DEARSEEISS (1,976,967) (2,041,985)
Non-current portion JEBNERER 7 9,527,339 9,631,996

Receivables for service concession arrangements arose from
the service concession contracts to build and operate WTPs or
STPs and were recognised to the extent that the Group has an
unconditional contractual right to receive cash from or at the
direction of the Grantor.

Financial receivables were unbilled receivables mainly due from
governmental authorities in Chinese mainland, as the Grantors
in respect of the Group's service concession arrangements. The
Group does not hold any collateral or other credit enhancements
over these balances. Financial receivables represent
contract assets as the rights to considerations have yet to be
unconditional.

In 2025, RMB319,626,000 (2024: RMB331,018,000) of financial
receivables on the statement of financial position arising from
construction services were reduced once the performance
obligation was satisfied.

The movements in the loss allowance for impairment of financial
receivables are as follows:

RIGFFFEELBEYHRRELBER
K38 25K BRI R 05 e B T R ) AR 75
FIgEar YRASERAERNT
BN AR T ARZRE T AERK
BUIR £ B HERR o

TREREFIBERRAREBYNE 2
AW BRI - BRE
BT # R 7 AN 5 [ IR A5 AT AR 2 i R
BTN ARBYEMRZSFEHRFALT
MEMRREMEERTER - S/RE
WHIREANEE  REEEIMAED
FERI 1) AR AS FBARAE -

RZEZ_RAF EEIRBEEM
R AR R R T R B S B3 E
319,626,000 AR % (ZZF Z 0 F
331,018,000 A R #) M E1T & B E MK &
F LA, ©

SREUFEREBRREBEESHNT

2025 2024

—E_RE —E_POF

RMB’'000 RMB'000

AR¥T T ARBFT

At beginning of year R E 1) 3,769 3,015

Impairment losses A 1A 83,332 46,608

Disposal of subsidiaries ek =LY /NE| (57,057) =

Transfer to assets held for sale EREFEEGFENEE (25,892) (45,854)

At end of year RER 4,152 3,769
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20. FINANCIAL RECEIVABLES (Continued)

An impairment analysis is performed at each reporting date
using a provision matrix. The provision matrix is initially based
on the probabilities of default rates which are estimated based
on historical observed default rates and published credit ratings
of credit bonds issued in Chinese mainland. The calculation
reflects the probability-weighted outcome, and reasonable and
supportable information that is available at the reporting date
about past events, current conditions and forward-looking credit
risk information.

The increase in the loss allowance was mainly due to the increase
in the expected credit loss rate of financial receivables.

Set out below is the information about the credit risk exposure
on the Group's financial receivables:

20. €L FEW FRIE (&)

WMED NSRS A RRAR GRS
T-BBEREDSRIBEBEENERR
FEARBEEITEEEFNEAMEER
AMEARROBEEL - ZETERBR
BERNEGER RN RE B AR SNARE
BESFE - BRI AT EEER R
RN RAIFEER -

B R IE I0 = B R N & Bl R WA
B EEEEXREMMAE -

BRAASESREVTENEERRE
FEZInT

2025 2024

—E-FRF —EmF

Expected credit loss rate FEHEEEEX 0.0361% 0.0323%
Gross carrying amount (RMB’000) EEmEE(ARETT) 11,508,458 11,677,750
Expected credit losses (RMB'000) EHEEER(ARETT) 4,152 3,769

As at 31 December 2025, the Group's financial receivables with
a carrying value of RMB5,757,038,000 (2024: RMB7,238,507,000)
were pledged to secure certain interest-bearing bank and other
borrowings granted to the Group (note 29).

R—ZTE-_RAE+_A=+—08 K&
BREE A R #5,757,038,0007C (=&
A - AR®7,238,507,0007T) B &
BLE WA BIRIER TARS B E T
BRTT R E M ERAELR (FF5E29) o
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21. DEFERRED TAX

The deferred tax assets and liabilities recognised by the Group,

and the movements thereon during the year are as follows:

31 December 2025

21. R IR
REEAEEER

BLARESEINT

—E-RFT=A=t—H

VEERBEERE

Transaction
costs for
Service interest- One-off
concession  bearing bank deduction Right-of-use
arrangements borrowings  of machinery assets Total
iERT
FR 545 3¢ R HEH
fezy REBK — R0 RREEE @it
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETR ARBT R ARETR ARBTR AR¥TR
Deferred tax liabilities ERHERE
At 31 December 2024 RIZZME
+-A=t+-8 (1,175,745) (3,769) (428) (434) (1,180,376)
Deferred tax (credited)/charged to  ERR Bz (FN)/
profit or loss during the year AR ABLHE (44,275) 841 164 (306) (43,576)
Deferred tax liabilities ERERERENER
derecognised from the HEEHIE
disposal of the subsidiaries 19,584 - - - 19,584
At 31 December 2025 RZIZZR%
+ZA=+-H (1,200,436) (2,928) (264) (740) (1,204,368)
REBRRRERAR / _E_AFERE
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21. DEFERRED TAX (Continued) 21. IEERIE ()

Fair value

adjustments of

the equity

investments

designated at

Losses available fair value

Impairment of ~ for offsetting  through other

financial and ~ against future  comprehensive Lease

contract assets taxable profits income liabilities Other Total

EER

BRAFETA

TRREE  Ht2EUs

ERREH ARERH HRERE
KERE  EANEE  AVERER HEER At it
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
AEBTT ARHTT ARETT ARET T ARBTR ARBTT

Deferred tax assets EEREEE
At 31 December 2024 RZE-ME+-A=1-H 30,146 34,453 15,750 488 165 81,002
Deferred tax debited to equity EMRNEEMBOETHE

during the year - - (750) - - (750)
Deferred tax (charged)/credited to ~ FMAMER (11%)/5TAH

profit or loss during the year EUHE (9,401) 5,343 - 295 (15) (3,778)
At 31 December 2025 R-E-RFT-A=1-H 20,745 39,796 15,000 783 150 76,474
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21. DEFERRED TAX (Continued)
31 December 2024

21. IEEFERIE (48)
—E-pE+-/F=+—H

Transaction
costs for
Service interest- One-off
concession  bearing bank deduction Right-of-use
arrangements borrowings of machinery assets Total
SRR
TR ar fEe HeH
e RHHA —RIEHA fERESE @t
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETTT ARETT ARETTT ARKETT
Deferred tax liabilities ERHERE
At 31 December 2023 R-F_=F%
+ZA=1+-H (1,150,983) (7,709 (319 (480) (1,159,491)
Deferred tax (credited)/charged to  ERR B (I N)/
profit or loss during the year MREELHE (36,269) 3940 (109) 46 (32,388)
Deferred tax transfer to assets BRERERENEE
held for sale WEERIE 11,503 - - - 11,503
At 31 December 2024 R-F-QNF
+-A=t+-8 (1,175,745) (3,769) (428) (434) (1,180,376
Fair value
adjustments of
the equity
investments
designated at
Losses available fair value
Impairmentof ~ foroffsetting ~ through other
financial and ~ againstfuture  comprehensive Lease
contract assets  taxable profits income ligbilities Other Total
KER
BATETA
TRREE  At2EhE
Rkah RRIERB HRERE
BENfE  ANWER AHERE HERE it fast
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETT ARETT AEETT ARETT ARBTT
Deferred tax assets ERHEEE
At 31 December 2023 R-E-=%+-A=t-H 17,160 2 23550 50 181 84,362
Deferred tax debited to equity ERRERT AMETHE
during the year - - (7.800) - - (7.800)
Deferred tax credited/(charged)to ~ FRHERFF A/ (k) &
profit or loss during the year EHE 12986 (8,459) - 72 (1) 4,440
At31 December 2024 R-B-ME+-A=1-A 30,146 34453 15750 488 165 81,002
REBEFRRERAT / _E_AFERE
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31 December 2025

21.

22.

“E-ARE+-A=+—H

DEFERRED TAX (Continued)

The Group also has tax losses arising in Chinese mainland of
RMB246,319,000 (2024: RMB198,526,000) that will expire in one to
five years for offsetting against future taxable profits.

The Group is liable for withholding taxes on dividends distributed
by those subsidiaries established in the Chinese mainland
in respect of earnings generated from 1 January 2008. The
applicable rate is 5% or 10% for the Group.

At 31 December 2025, no deferred tax has been recognised
for withholding taxes that would be payable on the unremitted
earnings that are subject to withholding taxes of the Group’s
subsidiaries established in Chinese mainland. In the opinion
of the directors, it is not probable that these subsidiaries
will distribute such earnings in the foreseeable future. The
aggregate amount of temporary differences associated with
investments in subsidiaries in Chinese mainland for which
deferred tax liabilities have not been recognised totalled
approximately RMB4,193,835,000 at 31 December 2025 (2024:
RMB3,916,871,000).

There are no income tax consequences attaching to the payment
of dividends by the Company to its shareholders.

21.

IEREBLIE ()
AREBMEFEAMEEREBEAR
B 246,319,000 (ZZE - PF : AR
198,526,0007T) ' R —ERFAERM
ARIEE A B ERF R -

AEEERZEERRAAZHE A
AE_EENF—A—HEREENE
FIFT D IR IR B AMATENT - REBEH
BRAEXAE5%510% °

R-ZEBE-_RAFE+-_A=+—8 WEHR
NEEE R R B R i AR ST Y B B A BB
MIEFNRLEY R B B T FE AT B TE 0 B 7
REMELEHRB -EERE ZS5WB
ARARABRARTAEDIREBE
fMeR—_ZT-_RAF+_A=+—H8 8
PR R B A RIS A B B A B
EREE(MAREERECHEE®E)
Bt # A AR 4,193,8350005C (=&
—POE - AR¥E3,916,871,0007T) °

AR ) () EL s BRI A A3, 3 4 B 5 )
PIBHEE -

TRADE AND BILLS RECEIVABLES 22. ESERFRERENEE
2025 2024
—E_RHF —E O
RMB’000 RMB’000
AR T ARET T
Trade receivables B 5 WG IE 3,105,866 3,299,208
Bills receivable BN EE 2,248 =
Impairment AR (103,425) (129,520
Net carrying amount BRI HE 3,004,689 3,169,688

The Group’s major customers are the PRC government
authorities or agencies. The Group not only provides construction
service and operation service pursuant to its service concession
arrangements, but also provides construction service under other
construction service projects.

Trade and bills receivables represent the unsettled amounts
being billed to the customers in accordance with the terms
specified in the contracts governing the relevant transactions. The
Group does not have a standardised and universal credit period
granted to the construction service customers. The credit period
for individual customers of construction service is considered on
a case-by-case basis. Trade and bills receivables are non-interest-
bearing.

AEENEEREFP/TEBF#HERN
B ARETERBEERBEHFEER
PHE R R B E IRTS - PR E
2R IRFSH B TRRZRRT

B 5 RWHIAERERREERERE N
B 5 H) & #) P 51| BR B9 65K T B W& PP
B R AEBFRIR - AR E L & [ 2R RS
BEPFRES—RENERY - @RZER
REZFPHNERRNIZERNEEELE
BHRWFAREBERERE
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22. TRADE AND BILLS RECEIVABLES (Continued)
Included in the Group's trade and bills receivables are amounts
due from the Group's associates of RMB101,442,000 (2024:
RMB99,297,000), which are repayable on credit terms similar to
those offered to the major customers of the Group.

At 31 December 2025, the Group's trade and bills receivables with
a carrying value of RMB2,269,093,000 (2024: RMB1,444,439,000)
were pledged to secure certain interest-bearing bank and other

borrowings granted to the Group (note 29).

An ageing analysis of the Group’s trade and bills receivables as

at the end of the reporting period, based on the invoice date and

net of loss allowance, is as follows:

22. ESERFEREWERE &)

AEENESRUFTEBREREES
FEKAEBBHEARREBARE
101,442,000 (ZE =M F : AR
99,297,0007T) * ZEFRBIEAEE M E
ZEFPREMNBEUCEEKRNESE -

RZZ-_AE+_A=+—H0 K&
EEEAR2269,0930007T (—F
— P4 AR®1,444,439,0007T) BB
SEWGEDRIFER T AEES T
BARTT M E A {E SR IE(R (5E29) o

RBEHR  REXZAHRMGKERE
Bz AEENE SRR R ER

SEOREI MM

2025 2024

—E_RE —EOF

RMB’'000 RMB’000

ARET T ARET T

Within 3 months AR A 609,977 530,805
4 to 6 months 4Z 618 A 466,295 428,710
7 to 12 months 7E2121E A 632,828 585,175
Over 12 months BiBE121E A 1,295,589 1,624,998
Total st 3,004,689 3,169,688

The movements in the loss allowance for impairment of trade and

B 5 I WU IR Ko JE W R 15 O Rl (B RS 1R R

bills receivables are as follows: BEEEOT -
2025 2024
—E-hHF —EE
RMB’'000 RMB'000
AR¥T T ARET T
At beginning of the year REA 129,520 110,042
Impairment losses, net (note 6) BEEEFR (i o6) (5,081) 19,478
Disposal of subsidiaries ank=A )= /NC]| (21,014) -
At end of the year RER 103,425 129,520

FERERRRERLAR/ S _AFERE
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22. TRADE AND BILLS RECEIVABLES (Continued)

An impairment analysis is performed at each reporting date
using a provision matrix to measure expected credit losses.
The provision rates are based on days past due for groupings
of various customer segments with similar loss patterns (i.e., by
geographical region, product type, customer type and rating, and
coverage by letters of credit or other forms of credit insurance).
The calculation reflects the probability-weighted outcome, the
time value of money and reasonable and supportable information
that is available at the reporting date about past events, current
conditions and forecasts of future economic conditions.

Set out below is the information about the credit risk exposure on
the Group's trade and bills receivables using a provision matrix:

As at 31 December 2025

22. EZSERFREREVREE @)

RERE B RRA R EBEETRED
W ErEEHEEBR - BEXEDE
REBEUBEER (BibE  ERE
Al BEEEBRFEEAREAFEREM
EERR Rﬁm%ﬁﬁl)mymxﬁ
“%@%Mﬁ%a@ o FrtE Rk
Bl IR R N HEE 4 %%ﬁf@&ﬂﬁ
S HEAE mﬁﬁﬂ&$ﬁ =R: 08
MRS EMRRIEBNEE R A ZER -

TRESIEHERARESNSEER
5 PRI R R M R (S AR 0
¥

R-ZE-RAFE+=A=+—H

Within 3 4to 6 7 to 12 Over 12
months months months months Total
]
3EAEA 4ZF6fHA 7Z121@A 1218 A8 &&t
Expected credit lossrate ~ TEHf{E B EE X 1.33% 1.55% 1.80% 5.56% 3.33%
Gross carrying amount HERMEE
(RMB’000) (AR®FT) 618,189 473,638 644,447 1,371,840 3,108,114
Expected credit losses FEEEEEE
(RMB'000) (AR®FT) 8,212 7,343 11,619 76,251 103,425
As at 31 December 2024 R-ZZB_ME+_A=+—H
Within 3 4to 6 7to 12 Over 12
months months months months Total
it
3IEMAA 4ZE6EA 7E12ER 1218 A A
Expected credit lossrate ~ TEHf{E B EE X 0.98% 1.16% 1.59% 6.33% 3.93%
Gross carrying amount HBEREE
(RMB’000) (AR®FT) 536,078 433,744 594,654 1,734,732 3,299,208
Expected credit losses FREEEEE
(RMB'000) (AR¥FT) 5,273 5,034 9,479 109,734 129,520
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23. PREPAYMENTS, OTHER RECEIVABLES AND 23. EftEE  HiEWFERHE
OTHER ASSETS &=
2025 2024
—E_HEF = ll1 ==
RMB’'000 RMB'000
AR¥T T ARETIT
Loans to third parties BTE=FNEXK 180,951 181,157
Deductible input VAT ARG E R T IR 151,671 131,036
Loans to a joint venture and an associate & F—RAEDER
—REE R AIMER 41,486 45,950
Deposits e 33,224 33,785
Prepayments SEENE G 36,812 20,689
Staff advances BTIT#HN 3,567 2,953
Other receivables H fth fE Y k18 465,304 408,413
913,015 823,977
Impairment allowance B B (62,351) (44,590)
Total #Et 850,664 779,387
Portion classified as current assets DEAETHEENIT D (834,917) (760,656)
Non-current portion JEBNERER 7 15,747 18,731
FEMRERARAN /=T REEES
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23. PREPAYMENTS, OTHER RECEIVABLES AND

23. FAFMIE - Htt EWRERE

OTHER ASSETS (Continued) fthEE (@)
The movements in the loss allowance for impairment of other Hth R UK IE R B8 BB R E N Z B
receivables are as follows: ™
2025 2024
—E-REF —EmF
RMB'000 RMB’000
AR¥T T ARBTTT
At beginning of the year NG 44,590 37,786
Impairment losses WIEEE 17,761 6,804
At end of the year RER 62,351 44,590

An impairment analysis is performed at each reporting date by
considering the probability of default of comparable companies
with published credit ratings. As at 31 December 2025, the
probability of default applied ranged from 1.20% to 40.00% (2024:
1.16% to 20.00%) and the loss given default was estimated to be
100% (2024:100%). Included in the above provision for impairment
of other receivables is a provision for individually impaired
other receivables of RMB62,351,000 (2024: RMB44,590,000) with
a carrying amount before provision of RMB570,039,000 (2024
RMB563,662,000).

Apart from described above, the financial assets included in
the above balances relate to receivables for which there was
no recent history of default and past due amounts. As at 31
December 2025 and 2024, the loss allowance was assessed to be

minimal.

BESTREREBHEREER
EERAMEEFLOAELEAF
MENBRET R_ZE-_AF+=
BA=+—H FEBHNELORENT
1.20% ZE40.00% (—ZZ — P04 : 1.16%
£2000%)  r MEBAHBRXEMEEFT A
100% (—ZZF — U4 : 100% ) o Fat H
EKRERNRERBEERBEA
R®62351,000 (ZEZW1F : AR
# 44,590,000 7T) # 1 Bl E 8 B H 1 &
WHIE (RERBEINEREAAR
#570,039,000C (ZZ —PUF : AR
563,662,000 7T) ) FT{ER B4 o

Br btz oh - 5 A Bl U GRIE AR R 4
BHHeMEERTPIEERLERL
BMERIB RN T -_RAFER T _PUF
+=A=+—8  BEEEHEASRE -
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24. CONTRACT ASSETS 24. EREE

31 December 31 December

2025 2024
—E_-HEF = l1 ==
+=A=+—8 +t=—A=+—8
RMB’'000 RMB'000
AR¥T T ARET T

Contract assets arising from: NTIEEMELNANEE
Construction services BEARE 485,749 546,557
Impairment E (1,088) (770)
Net carrying amount REFE 484,661 545,787
Portion classified as current assets DEARSEEISD (87,929) (53,057)
Non-current portion JEBNERER 7 396,732 492,730

Contract assets are initially recognised for revenue earned
from construction services as the receipt of consideration is
conditional on successful completion of construction. Included in
contract assets for construction services are retention receivables.
Upon completion of installation or construction and acceptance
by the customer, the amounts recognised as contract assets are
reclassified to intangible assets and contract assets included in

EEIEMJQE BRI T 18 75 A Ut

’Jé(?;\?fi% 5 AR 75 BT R ER A9 Lk
ﬁﬁ%%%m%ﬁm°kﬁ%$ HE
ERFERERRES - En)ﬁﬁz Eol iR
WEREFEZENE BREBANEENSD
HENMHOBREBFEE - Hﬁﬁf TN 7
IR AOEEREERBETLE

financial receivables under service concession arrangements and ZHEIA T & R FE W R IE R BOT RV &
operating concession for BOT arrangements and trade and bills AA#—??F%U\&ﬁ@@mAZ'Jmm%ﬁqﬁl
receivables for other construction contracts when the rights to FELREREBEZF -R_Z_RFE

considerations are unconditional. The decrease in contract assets
in 2025 was the result of the completion of construction services.

iﬁéf?xﬂw TIER Hfﬁknﬁkﬁﬁ@l

REBRBRRRARAR / —T-_RFERE
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24. CONTRACT ASSETS (Continued)

24. é%’]ﬁ?(ﬁ

The movements in the loss allowance for impairment of contract BHREEREBEREZSHOT -
assets are as follows:

2025 2024
—EC-RHE —T_EF
RMB’'000 RMB'000
AR®T T ARBT T
At beginning of the year EH] 770 671
Impairment losses, net (note 6) BB EE R (iEos) 318 99
At end of the year RERXR 1,088 770

An impairment analysis is performed at each reporting date using
the probability of default approach to measure expected credit
losses. The probabilities of default rates are estimated based on
default rates and published credit ratings of credit bonds issued
in Chinese mainland. The calculation reflects the probability-
weighted outcome, the time value of money and reasonable and
supportable information that is available at the reporting date
about past events, current conditions and forward-looking credit
risk information.

Set out below is the information about the credit risk exposure
on the Group's contract assets:

BWEDTNERSE BMRAEORE)
EEIT U ERBEEEE - ZHOM
RNDRBROXREPEAMBEHTEE
BEHFNERMEENFRMET - ZFTER
R ENESER  ERKEEERRNR
= HHAF E’JEFEJLE$IE RO
EAEEEERREHNEERAEE
£t o

BRAASEAHNEENEERRENS
NN

2025 2024

—E-FREF —EmF

Expected credit loss rate FEHEEEEX 0.22% 0.14%
Gross carrying amount (RMB’000) FEAE(ARETT) 485,749 546,557
Expected credit losses (RMB'000) EHEEER(ARET L) 1,088 770

At 31 December 2025, the Group's contract assets with a carrying
value of RMB133,411,000 (2024: RMB70,277,000) were pledged
to secure certain interest-bearing bank and other borrowings
granted to the Group (note 29).

Included in the Group's contract assets are amounts due from
the Group's associates of RMB39,665,000 (2024: RMB39,442,000),
which are repayable on credit terms similar to those offered to
the major customers of the Group.

R-ZZE-_RE+-_A=+—8 K&£E
IREEARE133,411,000C (ZE =
F: AR¥70,277,0007C) HEHEER
ERER TAREE S T2 RITREAM
B ER (F15E29) -

REBRNENEERRB RIS B
N AEIFIE AR 39,6650007C (—ZF =P
£ AR#¥39,442,0007T) & %5 HIER
rEERFERPRENEUEEGR
BE -
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25. CASH AND CASH EQUIVALENTS AND 25.

PLEDGED DEPOSITS

Eﬁ&ﬁﬁ%%%&ﬁﬁﬁ

TA

2025 2024

—E-ERfF —T_F

RMB’'000 RMB’000

AR¥T T ARET T

Cash and bank balances Be MIRTER 396,845 215,856

Less: Pledged deposits B EAFER (137,894) (93,698)

Cash and cash equivalents BeMhBESEEY 258,951 122,158
Cash and cash equivalents denominated in: JA N3 & HEMNIR & &

ReEEY :

—RMB — AR 258,433 121,561

— United States dollar — 7T 224 298

— Hong Kong dollar — BT 294 299

Cash and cash equivalents ReRkBEEED 258,951 122,158

The RMB is not freely convertible into other currencies. However,
under Chinese mainland'’s Foreign Exchange Control Regulations
and Administration of Settlement, and Sale and Payment of
Foreign Exchange Regulations, the Group is permitted to
exchange RMB for other currencies through banks authorised to
conduct foreign exchange business.

Cash at banks earns interest at floating rates based on daily bank
deposit rates. Short term time deposits are made for varying
periods of between one day and three months depending on the
immediate cash requirements of the Group, and earn interest at
the respective short term time deposit rates. The bank balances,
pledged deposits and time deposits are deposited with
creditworthy banks with no recent history of default. The carrying
amounts of cash and cash equivalents and pledged deposits in
the consolidated statement of financial position approximate to
their fair values.

At 31 December 2025, the Group's pledged deposits with a
carrying value of RMB98,780,000 (2024: RMB60,287,000) were
pledged to secure certain interest-bearing bank and other
borrowings granted to the Group (note 29).

At 31 December 2025, the Group's bills payable were secured
by the pledged deposits amounting to RMB24,039,000 (2024
RMB20,155,000) (note 27).

ARBAAERLBEREMER - R
i - AR A& B i 51 FE B AR T DA B A
ENEEMMEEERTE AREEE
BERERENEIIEXRBORITHEAR
BHBRHEMER -

RITREVEEBRITEARMNRILZD
FREREUH S - EEE RERE— K=
ZEATE  BRFAKENANEREH
ko WL B #5E H E HIF KON K BRER
B - RITHER  BRERREHRER
FALHYEEZOTENEERER
T HAWBMARARE RREEE
WA R BAF R R EEEE R FER
=0

R-_ZT-_RAF+-_A=+—H A&£H
IRTEE A AR # 98,780,000 T (== — 1
& AR#60,287,0007T) HIEMERE
TEHR  UERETASEANE TR
RIT R E A AR (FIFE29) ©

R-ZE-_AF+-_A=+—H Kx&E
Y JE 5 =5 LA A R #5 24,039,000 7T (=
T P04 : AR¥ 20,155,000 7T) B E K
PERER IR (M5E27) -

REBRBRRRARAR / —T-_RFERE
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26. ASSETS OF A DISPOSAL GROUP CLASSIFIED

AS HELD FOR SALE/LIABILITIES DIRECTLY
ASSOCIATED WITH THE ASSETS CLASSIFIED
AS HELD FOR SALE

In December 2025, the management of Dongping Kangda
Water Company Limited (R F & K% B R 2 7) (“Dongping
Kangda"”) had made a decision to sell its wastewater treatment
plant concession right, wastewater treatment plant and its assets
(the "Subject Assets”). On 14 January 2026, Dongping Kangda
had agreed to sell, and Dongping County Taida Wastewater
Treatment Plant (3 F § Z= & )5 /K EE E ) had agreed to buy
back on behalf of the People’s Government of Dongping County,
the Subject Assets for the consideration of approximately
RMB127,064,000. The transaction is due to be completed within
one year, thus as of 31 December 2025, Dongping Kangda was
classified as a disposal group held for sale.

On 23 December 2024, Chongging Kangda and Zhongshan City
Xiaolan Water Company Limited (F 1L T /NEKE B R A &)
("Zhongshan Xiaolan”) entered into an equity transfer agreement,
pursuant to which Chongqing Kangda agreed to dispose of its
100% equity interests in Zhongshan Kangda Water Company
Limited (7 1L B # /K B BR A 7)) (“Zhongshan Kangda") for a
total consideration of RMB96,051,000. The transfer of control
over Zhongshan Kangda was completed during the period.

R-_ZE-_RAF+-A BFEREKEE
RArl([RERE)NEEEERT
HEH IS KE R RIS & - J5KE
BHMEEEE ([ENEE]) -RZFT
“AF-—A+ImE BEREEREH
ENBEIERESKREHDRASAR
REZARBFSOBENEE  REA
LIANRME127,064,0007C ° ;2 ZHER—
FAENK Bt RZZERF+=AR
=t H RIREESEARAGE
SR -

R-_ZE-_NFE+—_A-+=H ZEFE
A MEKBER AR (TR WA
BRI EEREGE Bt EEF
EREHEENR ILUREKEBRAF
(T I EEE]) B 100% A HE - LR B A
AR 96,051,000 7T 8 5% o (L FE3Z &Y
2HIEE RN
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26. ASSETS OF A DISPOSAL GROUP CLASSIFIED 26. 78 ARKEFENLHEA

Al
AS HELD FOR SALE/LIABILITIES DIRECTLY MEE BHYIBRABESEN
ASSOCIATED WITH THE ASSETS CLASSIFIED EEEEHABHNAR®
AS HELD FOR SALE (Continued)
The major classes of the Group's disposal group classified as AEBESBEABAFENEEERNNE
held for sale are as follows: ZRBAT
2025 2024
—E-RE —E_PUF
RMB’'000 RMB’000
AR%T T ARBFT
Assets BE
Financial receivables % Rl FE U sk T8 112,719 276,835
Cash and cash equivalents BeMRSEEY - 54,938
Trade and bills receivables B 5 e s e 2R % 14,238 24,714
Others Hh 107 12
Assets classified as held for sale* DIEARBEFEENEE~ 127,064 356,499
Liabilities afE
Interest-bearing bank and other FHEIRIT REME R
borrowings - 241,710
Deferred tax liabilities RIERIEBE = 11,503
Trade and bills payables B REMNRIE N EMNEE - 7,235
Liabilities directly associated with the assets E2 0 {8 AiF G FEWEE
classified as held for sale* BEEEBENEE" - 260,448
Net assets directly associated with the BN EAR EERRNEEFE
disposal group 127,064 96,051

pledged for interest-bearing bank and other borrowings with a net carrying

amount of approximately RMB9,555,000.

The details of pledge of assets are as follows:

As at 31 December 2025, certain of the Group's assets classified as held for
sale, with a net carrying amount of approximately RMB126,957,000, were

* RZZZRF+ZA=+—0 KEBEET
REFELN B AR 126,957,0007T I 5 48
AEREARENEEAFREFENAARY

9,555,000 sTHYET B R 1T R EL Ath (& FRIEHE I -

BEBMHBOT

31 December

31 December

2025 2024

—E-REF —E_NF

+=A=+—H +=A=+—AH

RMB’000 RMB’000

AR¥T T ARETT

Financial receivables & BB W FRIE 112,719 276,835
Trade and bills receivables B 5 R IE & ERER 14,238 24,714
Total FEE 126,957 301,549

REBRBRRRARAR / —T-_RFERE
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27. TRADE AND BILLS PAYABLES 27. B ENRERERNERE
Trade and bills payables are non-interest-bearing. The credit BEHRNRERENRETE - Z @
periods granted by each individual supplier are on a case-by-case HERE L AEREB R TERIE R
basis and are set out in the supplier contracts. E o WENRHERELANR -

For retention money payables included in trade payables, in M EER TERBEFAESENNIE

respect of guarantees granted by the suppliers, the due dates WENREBeME MRENHBABEN

usually range from one to two years after the completion of the FTREIRRTH UL BNEHERE—Z

construction work or the preliminary acceptance of equipment. M o

2025 2024
—EC-RF —ZT-mEF
RMB’'000 RMB’000
AR¥T T ARET T

Bills payable (note (a)) e 15 (MY E (a) 33,441 20,155

TOT payables (note (b)) TOT FEA 3RIE (P 5E (b)) 3,985 3,985

Trade payables B ZENRIE 1,524,571 1,825,580

Total AT 1,561,997 1,849,720

Less: Non-current portion B FERNERER 348 4

Current portion BVEA &L 5> 1,561,649 1,849,716

Notes : BT

(a) As at 31 December 2025, the Group's bills payable were secured by the (a) RZZ-ZRAF+_A=1+—R0 AEENE
pledged deposits amounting to RMB24,039,000 (2024: RMB20,155,000) (note BTN B E AR 24,039,000 (ZF
25). Z M4 - AR #20,155,0007T) 4K 3 17 5K

YRR (P 5E25) -

(b) TOT payables represented amounts due to the Grantors based on the (b) TOTEMNFIBERFRBIEEBTOTE LM
payment schedules set out in the relevant TOT contracts at the end of the BT REFE R E R EAR T ARE -
year.

An ageing analysis of the Group's trade and bills payables as at RER AEEZEHRNRBRENE

the end of the year is as follows: BERRE ST -

2025 2024
—BCEF —FT-WEF
RMB’000 RMB’000
ARMT T ARBTT

Within 3 months 3fEAA 264,053 313,775

4 to 6 months 47618 A 71,316 83,862

7 to 12 months 7E 1218 A 177,019 257,212

Over 12 months BiE1218 A 1,049,609 1,194,871

Total st 1,561,997 1,849,720

The carrying amounts of the current portion of the trade and bills B 5N RIE REN RS 5 6 ER

payables approximate to their fair values. HEEEAFERE -

Included in the Group's trade and bills payables are amounts due AEERNESENFBERENZRS

to the Group's associate of RMB10,120,000 (2024: RMB10,120,000) BRERNAEE -—RBMEARREAR

(note 38). #10,120,000C (ZZE —HF : AR

10,120,000 7T) (PffsE38) °
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28. OTHER PAYABLES AND ACCRUALS

28. HitENREREFER

2025 2024
—E_hHEF ZEOF
RMB’000 RMB’000
ARBT T ARETTT

Salary and welfare payables (note (a)) e T & Kz w| (fi sk (a) 47,034 50,343

Advance equity payment (note (b)) T W A R (BT 3E (b)) = 19.210

Amounts due to related parties (note (c))  FEAT BEES 5 7B (B 5L () 14,767 14,248

Other taxes payables H fth fEAT 18 8,719 8,713

Payables for the acquisitions FE T W BE SR IE 4,680 680

Other payables H A &5 R IR 55,689 48,844

Total MEt 130,889 142,038

Portion classified as current 7 H8 R BV EL Ath B 5 3R I

other payables and accruals EErBRME D (130,889) (142,038)

Notes: BEE

(a) The salary and welfare payables are non-interest-bearing and are payable on (a) JEN TEREFN BN EERRERIT -
demand. Other payables are non-interest-bearing and have no fixed terms Hih A RIE AT B REREE RN -
of repayment.

(b)  On 23 December 2024, Chongging Kangda and Zhongshan City Xiaolan b) RZTE-_WF+—A=+=H EFREH
Water Company Limited (7 LI /ME/K#H R 2 &) (“Zhongshan Xiaolan”) Rl m A MEKRBSBR AR ([H I/ ME D 7152
entered into an equity transfer agreement, pursuant to which Chongging ferEsE gl Bt EERERESLER
Kangda agreed to dispose of its 100% equity interests in Zhongshan Kangda R ILREKREER AR ([ ILRED B
Water Company Limited (% [l fZ 3 /K # A B A &) (“Zhongshan Kangda”) 100% %1 - AR E R AR 96,051,000 7T °
for a total consideration of RMB96,051,000. Since the disposal was not yet ARZHEFER T -_MFE+-A=+—
completed on 31 December 2024, RMB19,210,000 received was recognised Bk - BUHELA R#19,210,0007T E
as advance equity payment. The payment was settled during the year ended ERASTAWRERIE - ZAEERBE-F
31 December 2025. THFE+TZA=+—HIEFERS -

(c) The amounts mainly represent borrowings provided by the non-controlling (c) CHEIERAEEIZEMBRATNEMNE

shareholders of Huizhou Kangda, which is a non-wholly-owned subsidiary of
the Group, and Jilin Kangda to finance the construction of property, plant
and equipment of Huizhou Kangda and Jilin Kangda.

=R EMBUER IR R R BB A 55 A
REREMBEREREENYE - BE R
RERTEES -

REBRBRRRARAR / —T-_RFERE
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29. INTEREST-BEARING BANK AND OTHER 29. s ERITREMMER
BORROWINGS
31 December 2025 31 December 2024
“E-RE+ZA=+-H “E-ME+ZA=+—H
Effective Effective
interest interest
rate (%) Maturity RMB'000 rate (%) Maturity RMB'000
BERF= BERFI%
(%) HREH AR%ETR (%) NEMEN ARETT
Current £ 4
Short term bank loans REROTES—FHA 3.10-4.10 2026 83,346 2.90-4.50 2025 382,148
— secured ZECRE “Z-RF
Short term bank loans RERTER — 8K 2.50-6.72 2026 1,218,574 3.10-6.96 2025 1,272,985
— unsecured ZECXRE —“E-hF
Short term other loans RHAMESR — EEA 8.00 2026 92,300 - -
— unsecured —ECRE
Current portion of long term REFTERHADH 2.56-6.00 2026 900,284 3.60-6.00 2025 384,876
bank loans — secured — AR —BoRE “Z-RF
Current portion of long term REBRITEFHNSEES  1.20-5.50 2026 403,056 1.20-5.50 2025 99,811
bank loans — unsecured — EIEA ZECDRE —Zoaf
Current portion of long term REEMERONALS  4.60-6.65 2026 544,210  4.60-665 2025 682,358
other loans — secured — BEM ZEBCRE ZTZhE
Currentportion of long term ~~~ EBEMEXMHDHHS  5.809.25 2026 164773 6509.40 005 138599
other loans — unsecured — EmIEA ZECRE “ZCRF
Total — current ENHasE 3,406,543 2,960,777
Non-current JEENE
Long term bank loans REBRTER —AHEA 2.56-6.00 2027-2045 3,342,190 3.60-6.00 2026-2045 3,443,700
— secured k-t o ) “SoRERE
“ENEE “ENRF
Long term bank loans REFITER — BEA 1.20-5.50 2027-2039 149,470 1.20-5.50 2026-2039 512,415
— unsecured ZE-tEE i Sy
—E-hE “E-NF
Long term other loans REHMER —FHEA 4.60-6.65 2027-2034 1,516,863 4.60-6.65 2026-2034 1,765,963
— secured k-t o ) —EoRERE
—E-QE “T=mF
Long term other loans REEMER—@ER | 580925 2027 921,623 650940 062007 927473
— unsecured ZEC-tF —7—/\$:t
“EotF
Total — non-current FEHEE 5,930,146 6,649,551
Total st 9,336,689 9,610,328
Interest-bearing bank and other LA TR 5I & 5t {E/)
borrowings denominated in: ATRRITREMEK
—RMB — AR 9,314,375 9,585,710
— United States dollar — X 22,314 24,618
Total st 9,336,689 9,610,328
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29. INTEREST-BEARING BANK AND OTHER
BORROWINGS (Continued)

29. G ERITREMBR @

2025 2024
“EBCHEF —T_EF
RMB’000 RMB'000
AR¥T ARET T

Analysed into: DT

Interest-bearing bank and other JEEEST BRITREMMBETK
borrowings repayable:

Within one year —FLAN 3,406,543 2,960,777
In the second year F_F 2,106,189 2,693,182
In the third to fifth years, inclusive F-EFERTF (RIEEEMT) 1,958,231 2,218,571
Beyond five years HFI% 1,865,726 1,737,798
Total aEt 9,336,689 9,610,328

Certain of the Group's bank borrowings are subject to certain
covenants that are tested yearly. The Group considers there is
no indication that it will have difficulties in complying with this
covenant.

The above secured interest-bearing bank and other borrowings
are secured by certain assets with carrying values as follows:

REEBMETRITERE #?%:F?@
M WASFETHIR AEERR
VEPRRBEEETRR AT EHEE
BN -

JWI

H]E

PR EERRE BRTREMERAET
BEFEM  EEREEWT

2025 2024

ZEZRHF —Z e

RMB’'000 RMB'000

AR® T ARBFT

Property, plant and equipment (note 13)  #1% - Hi/E K& (F15E13) 7,303 8,138

Investment properties WEMHE 571 571

Financial receivables (note 20) % FbFE Y F A (B9 FE20) 5,757,038 7,238,507

Trade receivables (note 22) B 5 R RIA (fi s 22) 2,269,093 1,444,439

Pledged deposits (note 25) EHF R (aE25) 98,780 60,287
Service concession intangible assets mIVEE — IRISFFRE

(note 18) (KftzE18) 1,102,170 1,106,152

Contract assets (note 24) BB E (H7E24) 133,411 70,277

The Group's interest-bearing bank and other borrowings of
RMB4,046,192,000 (2024: RMB3,546,844,000) were guaranteed by
the Company'’s investments in certain subsidiaries and unlisted
equity investments.

Nil of the Group's borrowings were guaranteed by a director of
the Company (31 December 2024: RMB432,350,000).

REBEREAREE4L046,192,0007T (=
T 4 - AR 3,546,844,0007T) HY
HERITREAMEFARRRRE T
B AR RIF EMBEREERA -

AEBEYBREXBRNAB - BREFER

—E_WE+-A=1t—H8: AR®
432,350,0007T) °
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30. SHARE CAPITAL 30. BRA<
Shares i gvi)
2025 2024
—E_FHEF = ll1 ==
RMB’'000 RMB'000
AR¥T T ARET T
Authorised: ARE
5,000,000,000 (2024: 5,000,000,000) 5,000,000,000 f% (= Z = PO 4F :
ordinary shares of HK$0.01 each 5,000,000,000 %)
FREE0.01ETTH & B 39,766 39,766
Issued and fully paid: EEITREHRE
2,307,008,500 (2024: 2,139,735,000) 2,307,008,500 % (=& — P04 :
ordinary shares of HK$0.01 each 2,139,735,000 %)
FREEC.0EITH LB 18,651 17,125

The ordinary shares of the Company do not have a par value.

RRREB

e S EE o

A summary of movements in the Company’s share capital is as BRAARRARAZSHNHMELT ¢
follows:
Number of Issued Share
shares in issue capital premium Total
B8
REE ERITER R A3 %E st
RMB’000 RMB’000 RMB’'000
ARMWT T ARMWT T ARMT T
At 1 January 2025 RZZE-RF—H—H 2,139,735,000 17,125 1,717,384 1,734,509
Exercise of share options 1T R 167,273,500 1,526 44,224 45,750
At 31 December 2025 WZEZhEF
+-—A=+—H 2,307,008,500 18,651 1,761,608 1,780,259
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31. SHARE OPTION SCHEME

On 31 May 2024 (the "Date of Grant”), the Company granted
a total of 213,973,500 share options to subscribe for a total of
213,973,500 ordinary shares in the share capital of the Company
(the "Shares” and each “Share”), subject to acceptance of the
grantees (the "Grantees”).

All share options will be vested and can be exercised upon
expiration of 12 months from the Date of Grant. All of the share
options shall be exercisable at any time during the period
commencing from 31 May 2025 to 15 September 2025 (both days
inclusive)(or such longer period as may be extended by the Board
in its absolute discretion, provided that the end date shall not
be later than 10 years from the Date of Grant). Each share option
scheme award granted pursuant to the share option scheme has
the same terms and conditions.

The exercise price of share options is HK$0.30 per Share, which

. BRRERE
R-ZZE-_WEFRA=Z+—RA(EEAB
H]) RRARIHE $£213,973,500
DIEIRE  URBAARREF A H
213,973,500 % 3@ % (A% 1D ] R B[ 3%
W) - MEBEFERA(ERADER -

PrBRE IR B X A BARE R W 1218 A
BREBY A TIT6E - 2EERER A =
E - hFRAA=+T—HREZZT_hHF
NATHBLHE(BREEMA) (X
%%T%%%E@’%LEE’JEF@FEW

CHIRAKIEBHAGERNR L A
aﬂoi)&ﬁ 1718 - RIFEIERT B
BRhmESmnBRE SR ERN
fif R B AR A BR 1)

BRENITEE 7%1 foﬁo 30/%-571:

is no less than the highest of: (i) the nominal value of the Share; ENMERA T & () B E1E
(ii) the closing price of HK$0.227 per Share as stated in the daily R A ERTE B fiﬁﬁgﬁﬁﬁmt = #&{Eﬁ
quotation sheet issued by the Stock Exchange on the Date of FrRe (B B ARAR 19 0.227 AT+ R (i)

Grant; and (iii) the average closing price of HK$0.229 per Share as
stated in the daily quotation sheets issued by the Stock Exchange
for the five business days immediately preceding the Date of
Grant.

There are no cash settlement alternatives. The Group does not
have a past practice of cash settlement for these share options.
The Group accounts for the share option scheme as an equity-
settled plan.

REEREBHRAEEE A EBSAT
BT ERER IO EHRTES
% A% 17 0.229 7 JT °

BENRSEETABR - AREYE
MR EBERETREEEZBEE
e REBKBBRES N RESEE
HEIARR
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31. SHARE OPTION SCHEME (Continued) 31. BRETE (@
The following share options were outstanding under the share FRBRET EITE T W ARTTE OB
option scheme during the year: W
2025 2024
—EZHF —ENE
Exercise Number of Exercise  Number of
price options price options
THEE BREHE 1T1R(E BRESE
HK$ HK$
per share ‘000 per share ‘000
BRET T BRET Sav)
At 1 January ®—HA—H 0.30 213,974 - -
Granted during the year FAKL - - 0.30 213,974
Exercised during the year FRITE 0.30 (167,274) - -
Cancelled during the year ~ F A8 0.30 (44,200) - -
Lapsed during the year F R 0.30 (2,500) - -
At 31 December K+—RA=+—H - - 0.30 213,974

The 167,274,000 share options exercised during the year resulted
in the issue of 167,274,000 ordinary shares of the Company and
new share capital of RMB1,526,000, as further detailed in note 30
to the financial statements.

No share options were granted during the year, the fair value of
share options granted during the year ended 31 December 2024
was HK$9,690,000 (HK$0.045 each), and the Group recognised
a share option expense of RMB3,569,000 (2024: RMB5,141,000)
during the year ended 31 December 2025.

An ordinary resolution was passed in the annual general meeting
of Company held on 6 June 2025 to approve the adoption of a
new share option scheme. The scheme became unconditional
and was adopted on 9 June 2025. The purpose of the scheme
is to reward the eligible participants for their contributions, to
attract, motivate and retain the best available and high calibre
personnel of the Group, to provide additional incentives to
the eligible participants and to promote the overall success of
the business of the Group. This scheme will give the eligible
participants an opportunity to have a personal stake in the
Company which will help motivate the eligible participants in
optimising their performance and efficiency and attract and
retain the eligible participants whose contributions and/or
potential contributions are important to the long-term growth,
performance and/or success of the Group. The scheme shall be
valid and effective for a period of 10 years commencing on the
date it was adopted.

FRNTTE 167,274 0001\B§Hx$%é LAB B
17167,274,000 B 28 &) 3% 38 % N 58 INI%
LKAEHFMS%,OOO;E B ZSHBEEN
TEEREMIFES0 ©

FABERLERE x-S -_WF
+=A=+— Eﬁif;&ﬁmﬁﬁﬂx%m
A F1{E 59,690,000 7T (819 0.045 %
) BAEBREBEE-_T_AF+=
B=Z+—BIFE@ERANBERERS A
AR®3569,0007L (ZEZHF : AR
#5,141,0007T) °

AKANRRZ_ZE_RAFAAANHEBTZ
BREBFEFREG FRB-—BEBRAER -
LABE SR AN 3T B IR M 5T 2B © SR GT BB
ﬂﬂfF YRZE-_RAFNANEER
o ZAtElE EREI S BB EEER
EEK %s - BB REBAEERES
REAHBAL F%Aéﬁn/,\%ﬁf
FEONRED - I (7 HE AN A (B SE A RE B AR
BRI o 5% aT 8% ZA?‘"/\éT%//\%ﬂA
EARAHEEE=ORE  EKEBH
BEeERSEERCERBRBE I
s RisBEARENRAER KR
K/SERINEL EBZ BRI &5k T REE
LEZERMNEEBKRLHEE - Zir &l A
AN A EARRET 10 AA B AER
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32. RESERVES

The amounts of the Group's reserves and the movements therein

33.

for the current and prior years are presented in the consolidated

statement of changes in equity on page 91 and page 92 of the

consolidated financial statements.

(a)

(b)

NOTES TO THE CONSOLIDATED STATEMENT 33. R B RERMET
OF CASH FLOWS
Major non-cash transactions (@ EEFRERH
During the year, the Group had non-cash additions to FA AEERBHLAEWEAE
right-of-use assets and lease liabilities of RMB2,948,000 ZHHGERAEEENHERERD
(2024: RMB520,000) and RMB2,948,000 (2024: RMB520,000), FEWEERNE D R AEAREE 2,948,000
respectively, in respect of lease arrangements for office T (ZZE W4 - AR ¥ 520,000
properties. L) M AR #2948,000T (Z &
Z P - AR®520,0007T) ©
Changes in liabilities arising from financing (b) METHELENEBEEH
activities
2025 —E-RF
Interest-
bearing bank Other
and other Lease payables and
borrowings liabilities accruals*
SFTERITR H fth FE 4 7R 18
H ftb & =K HEAE REFER*
RMB’'000 RMB’'000 RMB’'000
AR#BTRT AR®TR AR®T:R
At 1 January 2025 RZE-_RAF—H—H 9,610,328 1,948 5,698
Changes from financing cash ~ REREREE
flows (241,883) (828) 518
New leases HHEE - 2,948 =
Foreign exchange movement 4N B & (503) - -
Interest expense FERX 446,706 99 =
Interest paid classified as DEARMERTREN
financing cash flows B F & (409,599) - -
Disposal of subsidiaries, HEMBAR (HKRES)
net of cash (68,360) - -
At 31 December 2025 i
+=—RA=+—H 9,336,689 4,167 6,216

32. fEfE
AEEAFERBEEENRERTER
HEH2INGANBREENEES
NEMEGAREEBDER -

*

Other payables and accruals mainly represent interest payable, and

certain borrowings provided by related parties.

HiENRARETEBEERRE
NMERE TR R EMER -
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33. NOTES TO THE CONSOLIDATED STATEMENT
OF CASH FLOWS (Continued)

(b)

(c)

“E-ARE+-A=+—H

3. MEBERERKT @

Changes in liabilities arising from financing (b) METHELENABEEH (E)
activities (Continued)
2024 —TEF
Interest-
bearing bank Other
and other Lease payables and
borrowings liabilities accruals*
FFERITR H At & < FRIE
HAb &R HEAE RESER*
RMB’000 RMB’000 RMB’000
ARETT AR®TT ARETET
At 1 January 2024 RZE-_mF—H—H 9,914,419 2,616 10,039
Changes from financing cash Bt &R &K=&
flows (131,288) (1,273) 384
New leases FHEE - 520 -
Foreign exchange movement SN & 2,525 - -
Interest expense FBERAXZ 544,126 85 -
Interest paid classified as NERMERSMEN
financing cash flows BAFIE (477,744) - -
Debt restructuring B EAR - - (4,725)
Decrease arising from EOEAREHERN
classified as liabilities held BEEERRD
for sale (note 26) (B &E26) (241,710) - -
At 31 December 2024 A= i1
+=—RA=+—H 9,610,328 1,948 5,698

Other payables and accruals mainly represent interest payable, and

certain borrowings provided by related parties.

Total cash outflow for leases

The total cash outflow for leases included in the statement

HtENRAREFERIERRE
NMERE TR REMER -

(c) HENRESRHAE

FENREREXRNHEERESR

of cash flows is as follows: BWERAT ¢
2025 2024
—E"REF —EJUF
RMB’'000 RMB'000
AR¥T T ARET T
Within financing activities BMEEEBBEN 828 1,273
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34.

35.

36.

CONTINGENT LIABILITIES

At the end of the year, the Group did not have any significant
contingent liabilities.

PLEDGE OF ASSETS

Details of the Group’s bank and other borrowings, which are
secured by the assets of the Group, are included in note 29 to
the consolidated financial statements.

COMMITMENTS

The Group had the following contractual commitments at the
end of the reporting period:

34. FAREE

RAFER  NEBYEEAETAXA

BfE-

35. EEHEM

BRANANEEEEREROANSERITR
HibtERFBHRNGEAMBHRERM T

29

36. EIE

RBERR > AEBBIAT A LAE

2025 2024

—E_RE —EPOFE

RMB’'000 RMB’000

AR¥T T ARBTT

Contracted, but not provided for B ET#E & R B 109,648 110,148

The Group had the following commitments with respect to

RAFER  NEEA TN BRBRB

service concession arrangements at the end of the year: BT A TR AR E
2025 2024
—E-FREF —EmF
RMB’000 RMB’000
AR¥F T ARBTTT
Contracted, but not provided for SEESEIGE R 2 407,696 2,178,156
REBBRRRERAR / —TE_AFERE
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37. DISPOSAL OF SUBSIDIARIES
(a) Disposal of 100% equity interest in Zhongshan
Kangda
As disclosed in note 26, the disposal of 100% equity interest
in Zhongshan Kangda was completed during the year.

The net assets/liabilities of the subsidiary disposed of
during the year ended 31 December 2025 were as follows:

37. HEHNBLQF

& P LU BREE 100% HY IR 1

SN FE26FTIEER  PIL R E S
£100% REE R FEARTTA °

RBE-_Z_AF+A=+—
BLEFEE FAEEZMBRARZ
BE/BBEFENAT

2025
—ZE_HEF
RMB’000
AR®T T

Assets and liabilities classified as held for sale including: D iEARBBEFENEERBERE:

Financial receivables © R FE U RIE 276,835

Trade and bills receivables FIE KRR IR 24,714

Prepayments, other receivables and other assets TR RRIE ~ Eoh WO IE &

: 12

Cash and cash equivalents ReReEEY 54,938

Trade and bills payables e E S HIERENZEE (7,235)

Other payables and accruals HEAh e B K BT E A (241,710)

Deferred tax liabilities EXEHRBRIE (11,503)
Net assets disposed of Tl E&EESFE 96,051
Loss on disposal of subsidiaries HEMBARRERE (562)
Total consideration BMRE 95,489
Satisfied by: AT AER -
Cash Re 95,489
Cash consideration received in 2024 R-ZE-_NFERIRERE 19,210
Cash consideration received during the year HE-Z-_1AF+-A=+—H

ended 31 December 2025 HEFEREEUEReRE 76,279
Cash and bank balances disposed of FLERe RRTER(BESE

(including those classified as held for sale) BEEFENRS RIBITES) (54,938)
Net inflow of cash and cash equivalents in respect PERBARNRE R

of the disposal of subsidiary REFBYRAFE 40,551
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37. DISPOSAL OF SUBSIDIARIES (Continued)
(b) Disposal of 80% equity interest in Longkou
Kangyuan
In 2025, Chongqging Kangda disposed of its 80% equity
interest in Longkou Kangyuan for a total consideration of
RMB3,126,000.

The net assets/liabilities of the subsidiary disposed of
during the year ended 31 December 2025 were as follows:

37. HEM B QT @)
(b) HEENDERSO% KR

RZE-_HF EEFELEH
REORERSO%H L E - R (E
B AREE3,126,0007T °

BHE_Z_AF+-_A=1+—
BIEFEE FTEEHRBRAINE

E/AEFENT
2025
—ZE_HEF
RMB’000
ARBT T
Net assets disposed of: FTib & & EFE -
Property, plant and equipment M - WE k& 24
Service concession intangible assets BIVEE — RGBT E 109,410
Inventories FE 226
Trade and bills receivables B 5 RIGRIE R BN E R 13,602
Prepayments, other receivables and other assets TEATRRIE ~ H YR IE &
Hin A E 2,449
Pledged deposits HEIRTF 454
Cash and cash equivalents RERBFLFEY 237
Trade and bills payables g5 EMNFIE N ENRE (11,100)
Other payables and accruals Hih BN FOA KB E A (74,436)
Deferred tax liabilities REBIEAR (5,107)
Non-controlling interests JEIEHIRE = (5,000)
Net assets disposed of PREEEERE 30,759
Loss on disposal of subsidiaries HENBARNERE (27,633)
Total consideration BRE 3,126
Satisfied by: BAT A AER -
Cash B 3,126
Cash consideration received during the year HE_ZT-_AF+=-HA=+—H
ended 31 December 2025 LEEEERBRERE 3,126
Cash and bank balances disposed of FrH &R € MIRTTA (691)
Net inflow of cash and cash equivalents in respect HEWE QAR E &
of the disposal of subsidiary ReFZFEBEMRANFE 2,435
REBEFRRERAT / _E_AFERE
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37. DISPOSAL OF SUBSIDIARIES (Continued)

(c)

Disposal of 100% equity interest in Liangshan (c)
Kangda Water Company Limited (“Liangshan

Kangda")

In 2025, Chongging Kangda disposed of its 100% equity

interest in Liangshan Kangda for a total consideration of
RMB80,000,000.

37. HEM B QT @)

HERLEEZEXKBERAA
(TRWLEE]D100% Kk #E

R-EBE_RF BERELHEEH
R I FEE100% 8 I - ER(E
A A K% 80,000,000 7T ©

The net assets/liabilities of the subsidiaries disposed of HE-_Z_nF+-A=+—
during the year ended 31 December 2025 were as follows: HIEFE FMEEMBRARINE
E/BEFENT
2025
—E-RF
RMB’'000
AR¥T T
Net assets disposed of: FTil & & EFE -
Property, plant and equipment ME - WER&E 2
Financial receivables % Rl FE U FIE 64,980
Inventories FE 65
Trade and bills receivables 2 5 EWGIE N R R & 82,643
Cash and cash equivalents ReEMBFEEFEDY 7
Trade and bills payables EHREMNRERENEE (10,781)
Other payables and accruals Hib et sa M EET &R (39,060)
Tax payable FET IR (1,132)
Deferred tax liabilities EERIEAE (14,477)
Net assets disposed of ML EEEFE 82,247
Loss on disposal of subsidiaries HENB AR EE (2,247)
Total consideration BB 80,000
Satisfied by: BUATHXER
Cash B 80,000
Cash consideration received during the year BE_Z_I1F+-_A=+—H
ended 31 December 2025 IHFFEBEWIRSRE 48,000
Cash and bank balances disposed of Tt SR & MIBTTHER (7)
Net inflow of cash and cash equivalents in respect LERBRARNRE X
of the disposal of subsidiary BeEBMARNFEE 47,993
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37. DISPOSAL OF SUBSIDIARIES (Continued)

(d)

Disposal of 100% equity interest in Chongqing (d)
Zhongya Technology Co., Ltd.(“Chongqing

Zhongya")

In 2025, Chongging Kangda and its subsidiary disposed of

their 100% equity interest in Chongqging Zhongya for a total
consideration of negative RMB2,000,000.

The net assets/liabilities of the subsidiaries disposed of
during the year ended 31 December 2025 were as follows:

37. HEM B QT @)

HEEEFRMEERAA
(TEEDFE] 100% Bk #E

R-E-_HF EEFEREM
BB A R H & H P E B A FE 100%
feiE - BRERE AR 2,000,000

JC °

BT -_AF+-_A=+-—
BEtFE - THENBRAFMNE

E/BEFENT
2025
—EB-HEF
RMB’'000
AR¥T T
Net assets disposed of: FrHE & EFE -
Trade and bills receivables H 5 WG IE K E R R 130,892
Prepayments, other receivables and other assets T FROE - E IR &
Hibh&E 216,262
Pledged deposits EIRF 10,018
Cash and cash equivalents RERBFEEFEDY 14,324
Trade and bills payables g o RMNFIE N ENEE (329,265)
Other payables and accruals EAth e B R BT E A (4,551)
Interest-bearing bank and other borrowings T BIRIT R EM AR (39,680)
Net assets disposed of ML EEEFE (2,000)
Loss on disposal of subsidiaries HEMERRRERE -
Total consideration BB (2,000)
Satisfied by: BUATHNER
Cash B (2,000)
Cash consideration paid during the year BE_Z_I1F+-_A=+—H
ended 31 December 2025 IHFEEMBESNRE (200)
Cash and bank balances disposed of Tt SR & MIBTTHER (24,342)
Net outflow of cash and cash equivalents in respect LERBARNRE X
of the disposal of subsidiary BeEBWRLFEE (24,542)

REBRBRRRARAR / —T-_RFERE
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37. DISPOSAL OF SUBSIDIARIES (Continued)

(e)

Disposal of 100% equity interest in Chongqing

Shengjun Technology Co., Ltd.(“Chongqing
Shengjun”)

In 2025, Chongging Kangda and its subsidiary disposed
of their 100% equity interest in Chongging Shengjun for a

total consideration of negative RMB3,000,000.

The net assets/liabilities of the subsidiaries disposed of
during the year ended 31 December 2025 were as follows:

37. HEM B QT @)
@ HEEEEBRRRERAR(E
BEEEE |) 100% IR #E

R-E-_HF EEFEEREM
BB A A) & H P E B B B 100%
feiE - BRERE AR 3,000,000

JC °

BT -_AF+-_A=+-—
BEtFE - THENBRATNE

E/ABEFENT
2025
—EB-HEF
RMB'000
AR¥T T
Net assets disposed of: P EEETE:
Property, plant and equipment ME - BEREE 17
Inventories FE 112
Trade and bills receivables B 5 WM FIE R EWEE 304,087
Prepayments, other receivables and other assets FERTFRIA ~ oAl EURIE
Hith & & 1,100
Pledged deposits EIRFER 10,018
Cash and cash equivalents ReERBELFEY 283
Trade and bills payables B 5 RN IERENER (98,100)
Other payables and accruals HEbERNRIE R EAE R (191,837)
Interest-bearing bank and other borrowings SHEIRIT R EMER (28,680)
Net assets disposed of PREEEERE (3,000)
Loss on disposal of subsidiaries HEMBRRMNERE -
Total consideration BR(E (3,000)
Satisfied by: BAT A ER -
Cash He (3,000)
Cash consideration paid during the year HE-_T-_AF+=-HA=+—H
ended 31 December 2025 FEEENBRERE (300)
Cash and bank balances disposed of FrH &R € MIRTTA (10,301)
Net outflow of cash and cash equivalents in respect HEWNERRRRE &
of the disposal of subsidiary ReEEMREFEE (10,601)
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38. RELATED PARTY TRANSACTIONS
(a)

38. B S X5

The Group had the following material transactions with (@) AEBRAKNFEEME T ETH
related parties during the year: BARSWT :
2025 2024
—E_RHE —EF
RMB’'000 RMB'000
AR®T T ARETTT
Certain expenses of the Group paid SRAIVNGIESE 22 S S|
by non-controlling shareholders of: MALESE THRX
Huizhou Kangda BN E 4,462 384
Services provided to associates ABEERFI R —REERE
and a joint venture: R IR
Leping Hehu L4558 5,543 12,305
Fuzhou Fuhe HEN R0 3,232 3,236
Gaomi Kangrui =R ER 1,211 855
Services provided by a subsidiary MR — KB A RR
of a shareholder: B AR TS
Jiangxi Silver Dragon (i) 7L 7H 4R BE (i) 54,549 41,090
Services provided by a B — % FF I IR IR R AR B9 AR 7S
non-controlling shareholder
Jiaoling Kangda EamE - 262

Jiangxi Silver Dragon Water Environment
Construction Co., Ltd. (I AR EKREZLEREE
£2a]) ("Jiangxi Silver Dragon”) is a subsidiary of the
largest shareholder of the Group. This related party
transaction also constitutes a connected transaction
or continuing connected transaction as defined in
Chapter 14A of the Listing Rules.

The Group is contractually authorised to use a piece
of land which is legally owned by the non-controlling
shareholder of Jilin Kangda without charge, and such
use also constitutes a related party transaction during
the year.

The above related party transactions were conducted
in accordance with the terms mutually agreed
between the parties.

IFARBEKIRIBZEEREBRE
TRRI(CIFERED ALE
B & AKBRRME AR %
BT ZZINEXNEBER S
RFEEBERS (EER £
MRAE14AFE) »

AEBEAN LERERE
B — B EMEEFER
BRERGEHEBN LM - £ H
% T A AN R B — R
BT 5 -

LRI R B TREES
19 T BO R AT ©

REBRBRRRARAR / —T-_RFERE
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38. RELATED PARTY TRANSACTIONS (Continued)

Outstanding balances with related parties

(b)

(c)

38. BEEARF ()
(b)

EREBTHNRERSR

2025 2024
—E-RE ZEF
RMB’000 RMB’000
AR®T T ARBT T
Amounts due to non-controlling e LA X B FEHE AR AR SR RROR
shareholders of:
Jilin Kangda E M 8,550 8,550
Huizhou Kangda BMERE 6,216 5,698
Jiaoling Kangda rERE 540 940
Amounts due to associates: JE AT LA TR Bt 2 A R ROE -
Eastern Sludge Treatment (note 27) RHAEREBR (HFE27) 10,120 10,120
Amounts due to the subsidiary JREA<F AR B LA T B 88 8 RIRRIA
of a shareholder:
Jiangxi Silver Dragon JTPHEREE 252,868 253,918
Amounts due from non-controlling FEWUA T R B FEFE AR AR BRRRIA -
shareholders of:
Jiaoling Kangda EEFRE 1,686 1,686
Shenyang Jinhai B 1,100 1,100
Weihai Kangda B8 B 43 43
Amounts due from associates: JRE L LA T Bt 5 X R RROA
Fuzhou Fuhe HEN SRR 127,249 124,017
Leping Hehu L 44,186 41,818
Amounts due from joint ventures: JEW AT & & KA -
Tiangiyuan R 7,777 11,865
Gaomi Kangrui = E R 20,066 18,854

Compensation of key management personnel of

() XEBTEEEEASHEMH

the Group
2025 2024
—E"REF —E_UF
RMB’'000 RMB'000
AR¥T T ARET T
Short term employee benefits HHEERF 629 1,058
Equity-settled share option expense  MA#Ez 45 & & AR R =2 137 192
Total compensation paid to key SINTEEEEEAEN
management personnel Mg 766 1,250
Further details of directors’ emoluments are included in EEMemE—THBERNGE
note 8 to the consolidated financial statements. BTSRRI 7L 8 o
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39. FINANCIAL INSTRUMENTS BY CATEGORY 39. REAE-THNEMTA

The carrying amounts of each of the categories of financial REEEAR - SRR T ANKREE
instruments as at the end of the reporting period are as follows: W
31 December 2025 —E-R¥+ZRA=1+—H
Financial assets THEE
Financial assets
Financial assets at fair value
at fair value  through other Financial
through profit comprehensive assets at
or loss income  amortised cost Total
BOFEFA s ¥
BROVEGAR Ht2EhE RAG &
HHEREE WEmEE HEmEE #st
RMB'000 RMB'000 RMB'000 RMB'000

ARMTR ARMTR AR%TR AR¥TR

Equity investments designated at fair value 8 AR AFEFAZHEZE

through other comprehensive income R HRERE = 404,000 - 404,000
Loans to a joint venture A-REELENER - - 20,066 20,066
Loans to an associate m—RBENTNER - - 30,328 30,328
Financial receivables S RERFE = - 11,504,306 11,504,306
Trade and bills receivables EC L EO N IED = - 3,004,689 3,004,689
Financial assets included in prepayments, &t ATAFFUE « E b fEUFUE

other receivables and other assets LEMEENESREE - - 720,279 720,279
Financial assets at fair value through BATEABRRSHEE

profit or loss 158 - - 158
Pledged deposits BRER - - 137,894 137,894
Cash and cash equivalents BeRBE2ZEY - - 258,951 258,951
Total st 158 404,000 15,676,513 16,080,671
Financial liabilities cREE

Financial
liabilities at
amortised cost Total
R
A&
Hemas #st
RMB’000 RMB’000

ARBT T AR®TR

Trade and bills payables B S RN AL ENFEE 1,561,997 1,561,997
Financial liabilities included in ST A E th FE < 5B KBS B A Y

other payables and accruals TRAE 75,136 75,136
Interest-bearing bank and FTRERIT KA MERK

other borrowings 9,336,689 9,336,689
Total #5 10,973,822 10,973,822
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39. FINANCIAL INSTRUMENTS BY CATEGORY 39. REAETHNERMT A (@)

(Continued)
The carrying amounts of each of the categories of financial REEEAR - SRR T ANKREE
instruments as at the end of the reporting period are as follows: WT ()

(continued)

31 December 2024 —E-HWFE+-A=+—H
Financial assets TREE
Financial assets
at fair value
through other Financial
comprehensive assets at
income  amortised cost Total
BAFERTA 124
H 2 E s ARG E
e REEE B & B & B HBET
RMB’000 RMB’000 RMB’000

ARET T AR¥ET T AR¥ETE

Equity investments designated 187 E BiE A FEFT AEAM

at fair value through other FHEHBRNRERE
comprehensive income 399,000 - 399,000
Loans to a joint venture A—RXEETENER - 18,854 18,854
Loans to an associate A—KEEQANER - 27,096 27,096
Financial receivables % RUFE W R IE - 11,673,981 11,673,981
Trade and bills receivables H 5 W IE & e R & - 3,169,688 3,169,688
Financial assets included in FTATBAR KA -
prepayments, other E th & U R TE K2
receivables and other assets EMmEENEREE - 666,286 666,286
Pledged deposits HMRIFR - 93,698 93,698
Cash and cash equivalents BeNIREEEY = 122,158 122,158
Total #Et 399,000 15,771,761 16,170,761
Financial liabilities cRaE
Financial
liabilities at
amortised cost Total
MAFT=
MEemE R 5T
RMB’000 RMB’000
ARBTIT ARBTT
Trade and bills payables B 5 EMNFIENRENER 1,849,720 1,849,720
Financial liabilities included in STAEME KA RETERN
other payables and accruals TRas 63,772 63,772
Interest-bearing bank and FTRSRITRAMERK
other borrowings 9,612,276 9,612,276
Total HEt 11,525,768 11,525,768
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40. FAIR VALUE AND FAIR VALUE HIERARCHY
OF FINANCIAL INSTRUMENTS

0. EWMITARAFERAFES

The carrying amounts and fair values of the Group’s financial

instruments, other than those with carrying amounts that

reasonably approximate to fair values, are as follows:

A
AEESRTA (RRAERATES
BAREERIN ERERATEMT :

Carrying amounts Fair values
fREE AYE
2025 2024 2025 2024
“E-HE —T-ME ZBE-HE  —T-OF
RMB'000 RMB'000 RMB'000 RMB'000
ARBTRT AR%®Tr AR®TR ARETR
Financial assets LREE
Equity investments designated BERERTETALHM
at fair value through other FEHUHENRERE
comprehensive income 404,000 399,000 404,000 399,000
Financial assets at fair value through & A FEzt ABZEH
profit or loss EREE 158 - 158 -
Financial receivables, non-current & Bl FEWIFRIE + JERNERES 2
portion 9,527,339 9,631,996 9,693,908 9,734,966
Total FEy 9,931,497 10,030,996 10,098,066 10,133,966
Financial liabilities tRAE
Trade and bills payables, ECRES V- OESL &
non-current portion FEENHIE 5 348 4 332 4
Interest-bearing bank and other ATERITREME
borrowings, non-current portion  JEEIER 4 5,930,146 6,649,551 6,486,343 6,664,128
Total @t 5930494 6649555 6,486,675 6664132

Management has assessed that the fair values of cash and cash
equivalents, pledged deposits, trade and bills receivables,
other current financial assets, the current portion of financial
receivables, the current portion of trade and bills payables, the
current portion of financial assets included in prepayments,
other receivables and other assets, loans to joint ventures and
associates, the current portion of financial liabilities included in
other payables and accruals, and the current portion of interest-
bearing bank and other borrowings approximate to their carrying
amounts largely due to the short term maturities of these
instruments.

The Group's finance department headed by the finance manager
is responsible for determining the policies and procedures for the
fair value disclosure of financial instruments. The finance manager
reports directly to the chief financial officer. At the end of the
year, the finance department analyses the movements in the
values of financial instruments and determines the major inputs
applied in the valuation. The valuation is reviewed and approved
by the chief financial officer.

EREDHE ReLReFEY &
HER  EHERYGAREREE - H
RS EREE & BEKFEN

B BHEMNFRIANMENEEN
o~ FEATRN R - H b REUKRIA &

HthEENTRMEENRHILD A4
LShERRBERREN  FHAHRMEN
RELEAERNSBRAGNAHED
WA Ko 5T BARTT R B A A8 SR A0 BN BR 20 19
AFEHRAFETEMRS  TELHERN
ZETAREHAEE -

MY BEERENASEYBHARE
EERMTARAFERBENBRMERF
MHEEEERAMBEERS - RAF
EX BBHEs e TANEER
VEERETERNEIELE - HEH
M REREMRALE -
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40. FAIR VALUE AND FAIR VALUE HIERARCHY

OF FINANCIAL INSTRUMENTS (Continued)

The fair values of the financial assets and liabilities are included
at the amount at which the instrument could be exchanged in a
current transaction between willing parties, other than in a forced
or liquidation sale. The following methods and assumptions were
used to estimate the fair values:

The fair values of the non-current portion of financial receivables,
prepayments, other receivables and other assets, trade and bills
payables, interest-bearing bank and other borrowings have been
calculated by discounting the expected future cash flows using
rates currently available for instruments with similar terms, credit
risk and remaining maturities. The changes in fair value as a result
of the Group’s own non-performance risks for trade and bills
payables, interest-bearing bank and other borrowings as at the
end of the year were assessed to be insignificant.

The fair values of unlisted equity investments designated at fair
value through other comprehensive income have been estimated
using a market-based valuation technique based on assumptions
that are not supported by observable market prices or rates. The
valuation requires the directors to determine comparable public
companies (peers) based on industry, size, leverage and strategy,
and to calculate an appropriate price multiple, such as price
to book value (P/B), for each comparable company identified.
The multiple is calculated by dividing the enterprise value of
the comparable company by book value measure. The trading
multiple is then discounted for considerations such as illiquidity
and size differences between the comparable companies based
on company-specific facts and circumstances. The discounted
multiple is applied to the corresponding P/B of the unlisted
equity investments to measure the fair value. The directors
believe that the estimated fair values resulting from the valuation
technique, which are recorded in the consolidated statement of
financial position, and the related changes in fair values, which
are recorded in other comprehensive income, are reasonable,
and that they were the most appropriate values at the end of the
reporting period.

0. EWMITARAFERAFES

& om)
SRMEERBBNAFEZEEAIR—
BEEAXSHRIBEBIANSE (A
BB B ERIN) FIME - AT A
AFAE TR 85k R

T BB WA - TR R - E A R MGK
HEEREMEE BEHRNFARENE
& AT ERITREMERNIENR LS
M FEDHERRIRR SRR EEN
FiFRR - ERRR R R RA RN T A
BREMMMAERBEBRMTE - REF
R BAREEREGE HENRIERERN
RE - FHRRIT REME RN EORR
MELN RN FELBKFESLTEK -

BER/BAFEFARMEEKENIE
EHBREREN R FEIDRBERTS
MEERMES  ZEEER TR
BT IS E R A R RO RERAETT
BELEERETE AE BREEK
BEERELBRARAR (RA%) A5t
Pras Bl e B A B R BT B A ENE
REE(HERER) - FEWFETE
BILAI BB AR R EERARE
BNEFE XSEHRERREQFE
EEERBEARATELBRARZHEAR
HUTERRABEERSZEERZETH
B BIREEEANIE LMBEREN
HETRXUAGFEAFE EFRR
BERMELENGES A FEGARE
FBMRAR) RAFEREBES GtA
HtheEls) BEE BRABREHR
RAENEE-
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40. FAIR VALUE AND FAIR VALUE HIERARCHY 40.

OF FINANCIAL INSTRUMENTS (Continued)

Fair value hierarchy

The following tables illustrate the fair value measurement
hierarchy of the Group’s financial instruments:

Assets measured at fair value:
As at 31 December 2025

Y EE))

ATLEZR
TEHAAEESBTAMNATEHE
S

BRATHEHBHEE

EMTAAFERDIFES

R-EBE-HFE+=ZA=+—H

Fair value measurement using

AV EREHEA
Quoted prices Significant Significant
inactive  observable unobservable
markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
ERME  EATER EATUER
HEE BAE BAE
(B—#) (B=#) (B=H) Mgt
RMB’000 RMB'000 RMB'000 RMB'000
ARBTRE ARBTR AR®TR ARETR
Financial assets at fair value through &2 FEFT AR
profit or loss PREE 158 - - 158
Equity investments designated EERRATEFAEM
at fair value through other FEHNENRERE
comprehensive income - - 404,000 404,000
As at 31 December 2024 RZE_MFE+_HA=+—H
Fair value measurement using
AV EHERFE
Quoted prices Significant Significant
in active observable  unobservable
markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
EETYE  EATBRE EAAEER
H3RE BWAE BWAE
(B5—#4) (F=8) (B=4) #ast
RMB'000 RMB'000 RMB'000 RMB'000
ARBTT ARBTRT AR%TRT ARETR
Equity investments designated BERBATFEF AL
at fair value through other FHRRNORERE
comprehensive income - - 399,000 399,000
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40. FAIR VALUE AND FAIR VALUE HIERARCHY 40. EMIEAFERAFESE

OF FINANCIAL INSTRUMENTS (Continued) & @)

Fair value hierarchy (Continued) N ESEHR(E)

Liabilities measured at fair value: RAFEFENEE:

The Group did not have any financial liabilities measured at fair RZEBE_RAFE+_A=+—BR=-Z
value as at 31 December 2025 and 31 December 2024. “MFE+ZA=+—H KEBWEE

A FEFENERAE -

During the year, there were no transfers of fair value RERN ReRBENS  F—RES
measurements between Level 1 and Level 2 and no transfers into “HRzEWEANFEFEEE  JFEIER
or out of Level 3 for financial liabilities (2024: Nil). E@ANENE =R (T _HF : &) -
Assets for which fair values are disclosed: EHELATFENEE

As at 31 December 2025 R-ZBE-HF+=A=+—H

Fair value measurement using
ATEHERA
Quoted prices Significant Significant
in active  observable unobservable

markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
ERmE  EXATBRE EATTEE
HRE BWAE WAE
(B—#) (B=#) (B=8) st

RMB'000 RMB'000 RMB'000 RMB’000
ARBTR AR®TR AR®TR AR®TxR

Financial receivables, T R EUGRIR - FEENEREE
non-current portion - 9,693,908 - 9,693,908
- 9,693,908 - 9,693,908
As at 31 December 2024 R-ZZB_MFE+_-_A=+—H
Fair value measurement using
AF(EH R
Quoted prices Significant Significant
in active observable  unobservable
markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
ERME BEAUBR EATUEHE
H R (E BAE BAE
(B—H) (F=®) (B=#) &
RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETT AR%®TR ARETR
Financial receivables, T R EWGIIE - JERNERE
non-current portion = 9,734,966 = 9,734,966

- 9,734,966 - 9,734,966
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40. FAIR VALUE AND FAIR VALUE HIERARCHY
OF FINANCIAL INSTRUMENTS (Continued)
Fair value hierarchy (Continued)
Liabilities for which fair values are disclosed:
As at 31 December 2025

0. EWMITARAFERAFES

Y EE))

AP EER(BE)
EREATFENERSE
R-E-_HEF+=-A=+—H

Fair value measurement using

ATEFERA
Quoted prices Significant Significant
in active  observable unobservable
markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
BEME  EATHEE EAFTTEER
HHEE BAE BAE
(B—&) (E=#) (B=8) st
RMB'000 RMB’000 RMB’000 RMB'000
ARBTRT AR®Trn AR¥TR AR%Tx
Trade and bills payables, B ENTERENEE
non-current portion FEENEIE 5 - 332 - 332
Interest-bearing bank FTRMITREMER
and other borrowings, FFENEIE 5
non-current portion - 6,486,343 - 6,486,343
Total FEy - 6,486,675 - 6,486,675
As at 31 December 2024 RZFE_MFE+_HA=+—H
Fair value measurement using
AT B ERA
Quoted prices Significant Significant
in active observable  unobservable
markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
BRMS  EAAEE EATAHEE
BB BWAE BWAE
(B—#) (B=%) (B=R) st
RMB'000 RMB'000 RMB'000 RMB'000
ARBTT ARBTT AR%TRT ARET:R
Trade and bills payables, BIRNRERENRE -
non-current portion JEENER L - 4 - 4
Interest-bearing bank ATRRITREMER
and other borrowings, JEENEE
non-current portion - 6,664,128 - 6,664,128
Total 85t - 6,664,132 - 6,664,132
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41. FINANCIAL RISK MANAGEMENT OBJECTIVES

AND POLICIES

The Group's principal financial instruments comprise interest-
bearing bank and other borrowings, cash and cash equivalents
and pledged deposits. The main purpose of these financial
instruments is to raise finance for the Group’s operations. The
Group has various other financial assets and liabilities such as
financial receivables, trade and bills receivables and trade and
bills payables, which arise directly from its operations.

The main risks arising from the Group's financial instruments are
interest rate risk, credit risk, liquidity risk and foreign currency
risk. Generally, the senior management of the Company meets
regularly to analyse and formulate measures to manage the
Group's exposure to these risks. In addition, the board of
directors of the Company holds meetings regularly to analyse
and approve the proposals made by the senior management
of the Company. Generally, the Group introduces conservative
strategies on its risk management. As the Group's exposure to
these risks is kept to a minimum, the Group has not used any
derivatives and other instruments for hedging purposes. The
Group does not hold or issue derivative financial instruments
for trading purposes. The board of directors of the Company
reviews and agrees policies for managing these risks and they are
summarised below.

41.

BHEEREERBERER

AEENTIECRHITABRRFEARRITR
HpEs RekReFEYMRERE
R ZETRMIATEARAAEEN
REBEES -AKHEBEFEERRAH
BENZREAMESREENEE WL
BEMNOR - BB RBEARERRE
NESBRNFBERENER -

rEBCMTAEENTZAR AT X
Bz EARERE - RBE R ERRINE
Bk —®Kms AAnahEEES
EHAMGESMESIERE EER
SEMBENZERER - WIN ARFIE
EerHEAgEsMEERR RS
HEEERENEZ - —BME A5
B0 H E e E R EREUR ST ERES - R
TN [ 8 5% 5 BB A R AR OKSE - i
AEBAFRAEMTETEREMT R
E¥ ARG - REBEWHIFFLEITH
EZXGHTELRMIA - ARAZEES
B RAEETEZERABAKE - E5
ZWT e
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41. FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (Continued)

(a)

Interest rate risk

The Group's exposure to the risk of changes in market
interest rates relates primarily to the Group's long term
debt obligations with floating interest rates.

The Group regularly reviews and monitors the mix of fixed
and floating interest rate borrowings in order to manage
its interest rate risk. The Group's interest-bearing bank and
other borrowings, pledged deposits and cash and cash
equivalents are stated at amortised cost and not revalued
on a periodic basis. Floating rate interest income and
expenses are credited/charged to profit or loss as earned/
incurred.

If there would be a general increase/decrease in the market
interest rates by one percentage point, with all other
variables held constant, the Group’s consolidated pre-tax
profit would have decreased/increased by approximately
RMB65,695,000and RMB67,633,000 for the years ended 31
December 2025 and 2024, respectively, and there would be
no impact on other components of the consolidated equity,
except for retained profits, of the Group. The sensitivity
analysis above has been determined assuming that the
change in market interest rates had occurred at the end of
the year and had applied the exposure to interest rate risk
to those financial instruments in existence at that date.

A1. BREREEEERBE®)

(a)

FERB
AEERETERAEEEED
RIS 5 840 B Y 5 75 3 (F A D
TSFHEEHHAR -

AEBeERENREREE R
FERNEERNAS  UEEH
MEERR - A EB O SRITR
Hi sk R ERNA S KA
CEEMIRBEEKA R B
S EHEGEEBE - FBHMX
FB A e B S2 Th R BRER, B A
REEEm At A kR -

BE_ZT_RAFE-_ZT_@NF
+-_A=+—BItFEE wmmiH
FE2EEFF THR—EEDE -
MmArAHEmEERERE K
S BN A BB AR F D B
L EANE N R 65,695,000 7T K
AR#67,633,0007 © BBRE %
Foh T eBAEBGEAEZRDN
HMBEXRBOBRTE - L
RESMBITEMNREHER
BEERBEAVODERZESRT
BEAERZBBFENTRR
S METTE
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41. FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (Continued)

(b)

(c)

Credit risk

The carrying amounts of cash and cash equivalents,
pledged deposits, trade and bills receivables, financial
receivables and financial assets included in prepayments,
other receivables and other assets represent the Group's
maximum exposure to credit risk in relation to these
financial assets. Substantially all of the Group's cash and
cash equivalents and pledged deposits are held in major
financial institutions located in Chinese mainland and
Hong Kong, which management believes are of high credit
quality. The Group has policies to control the size of the
deposits to be placed with various reputable financial
institutions according to their market reputation, operating
scale and financial background with a view to limiting
the credit exposure to each financial institution to an
acceptable level.

The Group trades only with recognised and creditworthy
third parties. In addition, receivable balances are monitored
on an ongoing basis and the Group's exposure to bad
debts is not significant.

As the Group's major customers are either PRC government
authorities or agencies at the provincial and local levels
or other state-owned enterprises, the Group believes that
they are reliable and of high credit quality and hence,
there is no significant credit risk with these customers.
The senior management of the Company keeps reviewing
and assessing the creditworthiness of the Group's existing
customers on an ongoing basis.

Further quantitative data in respect of the Group's exposure
to credit risk arising from trade and bills receivables are
disclosed in note 22 to the financial statements.

Liquidity risk

The liquidity of the Group is primarily dependent on its
ability to maintain adequate cash inflows from operations
to meet its debt obligations as they fall due, and its ability
to obtain external financing to meet its committed future
capital expenditure.

A1. BREREEEERBE®)

(b)

(c)

= ARR

RekBReFEY BREX-
BHREKANERREE &
FE W RIA R Gt AT IR~ H At
EURHENEABEENSREE
MEAESASERZSTERE
EMEASZNEAERRAR K&
BRI RENRSFEYM
EIRER T E AL & B A
EBEEREEERERAAREER
BEENTZoRHEE ARERXR
EREREBEIAMNEEBEED
MEBE ELRBRMUEE =
ZHBFRRZEEMERNT
REUE EERBZSREBNGE
PR g2 R R FE T 3R 2K F o

4 {6 B2 AT B R A S
ESHRTRS - I BRE
B 5 FE OB 8 8 TN S B
EERBTA o

HRASEETZEFRTEHER
Ko 375 BT 4 s IR s L At B
Bk AKERERFAEH
FEEREREERE BZETP
TEENEREAR ARFASR
EEEETEH R AFEAEE
ABREFHERAIEE-

BRAKEREE S EYKER
RURENERRRNE-—FE
L BB B 75 S R MY R 22 90 -

MRENE & 2 By
AEENRPES T ERBESE
FARKERSMANRE B
BITEREENRE N RRFIED
MEUBITERERREAAS
HBEN o
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41. FINANCIAL RISK MANAGEMENT OBJECTIVES 41. i EREE B ERBE @)
AND POLICIES (Continued)

(c) Liquidity risk (Continued) () HRBESRABR(E)
The maturity profile of the Group's financial liabilities at the REAFER AEENERAE
end of the year, based on the contractual undiscounted BEBESHORMBRNKRE D6 EH
payments, is as follows: AR

31 December 2025

ZB-HEFtZAZt+-H
Within 1t02 2to5  More than
1 year years years 5 years Total
15/ 182F 2E5F SELL At

RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
ARBTR ARBTR AR®TR AREMTR AR®T:n

Lease liabilities HEak 1,818 1,308 353 1,020 4,499
Interest-bearing bank FERTREMER

and other borrowings (TREHRERRE)

(excluding lease liabilities) 3,501,190 1,546,928 2,881,953 2,065,736 9,995,807
Trade and bills payables BHRMNFER

ERRR 1,561,649 348 - - 1,561,997

Financial liabilities included 5 A E b B FE K

in other payables and EAERNERAR

accruals 75,136 - - - 75,136
Total contractual BRFERRNRER

undiscounted payments 5,139,793 1,548,584 2,882,306 2,066,756 11,637,439

31 December 2024

“EoEEF-A=t—A
Within 1to2 2t05 More than
1 year years years 5 years Total
1ER 1826 2E5F SENE @t

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
AREBTL ARBTL ARBTR ARETR ARETRH

Lease liabilities MHERE 468 303 398 1,138 2,307
Interest-bearing bank FTERITREMER

and other borrowings (TeERERR)

(excluding lease liabilities) 3,161,822 3,038,070 2,658,560 1,815,919 10,674,371
Trade and bills payables BHEMNFIER

ENER 1,849,716 4 - - 1,849,720

Financial liabilities included & A E b 7E K

in other payables and EAERNERAR

accruals 63,772 - - - 63,772
Total contractual BHFERRNRER

undiscounted payments 5,075,778 3,038,377 2,658,958 1,817,057 12,590,170
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41. FINANCIAL RISK MANAGEMENT OBJECTIVES BERREEREBERBEE @

AND POLICIES (Continued)

(d) Foreign currency risk (d) E¥EkE
The Group has minimal transactional currency exposures as EE RAEBRESHEQRESR
the majority of the subsidiaries of the Group operate in the BEEE® BRESRIHUA
PRC with most of the transactions denominated and settled E BHEREE BWASEHR
in RMB. HEERREN -
In addition, the Group has currency exposures from its cash N REERAER RS

and cash equivalents and interest-bearing bank borrowings.
The Group manages foreign currency risk by closely
monitoring the proportion of its non-Renminbi borrowings
and assets.

The following table demonstrates the sensitivity at the end
of the reporting period to a reasonably possible change in
the RMB/HK$ and RMB/US$ exchange rates, with all other
variables held constant, of the Group's profit before tax and
the Group's equity.

EMARGRRITERMERE
BRR AEEEETUERE
EARBEEREENLLAIER
EHRRE

T%uﬁmﬁﬁﬁ*ﬁﬁﬁﬂ """"" EBAE R

"""" FHIBERT  NEBE KRB A SR
RAREBRHZRFESHAREAR
B BETTMARE,/EXLEXRN

BIEAIREE B M BREAE

Increase/
(decrease) Increase/
in profit (decrease)
before tax in equity*
B B A& A Rz m,
i (Rd) (R D) *
RMB000 RMB'000
ARETT ARETT
2025 —E-HE
If the RMB weakens against the US$ by 5% i AR ¥ X E LB E 5% (1,101) (1,101)
If the RMB strengthens against the US$ by 5% fi A R # X 5 7T FHE 5% 1,101 1,101
If the RMB weakens against the HK$ by 5% AR KBTI ES% 11 11
If the RMB strengthens against the HK$ by 5%  fisl A R ¥ 578 7T IHE 5% (11) 1)
2024 —E-MF
If the RMB weakens against the US$ by 5% AR R ETEBES% (1,216) (1,216)
If the RMB strengthens against the US$ by 5%  fif] AR % =L FHE 5% 1,216 1,216
If the RMB weakens against the HK$ by 5% W AR BT E5% 15 15
If the RMB strengthens against the HK$ by 5% fis] A ¥ 5. 7T 7B 5% (15) (15)

* Excluding retained profits

* TNEIEREEH
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41. FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (Continued)

(e)

Capital management

The Group's primary objectives for managing capital are
to safeguard the Group’s ability to continue as a going
concern and to maintain healthy capital ratio in order to
support its business and maximise shareholders’ value.

The Group sets the amount of capital in proportion
to risk. The Group manages its capital structure and
makes adjustments to it in light of changes in economic
conditions and the risk characteristics of the underlying
assets. In order to maintain or adjust the capital structure,
the Group may adjust the amount of dividends paid to
shareholders, return capital to shareholders, issue new
shares or sell assets to reduce debts. No change was
made in the objectives, policies or processes for managing
capital during the year. The Group monitors capital using
a gearing ratio, which is net debt divided by the capital
plus net debt. Net debt includes trade and bills payables,
certain other payables and accruals, interest-bearing bank
and other borrowings less cash and cash equivalents and
pledged deposits. Capital includes the equity attributable
to owners of the parent and non-controlling interests as
stated in the consolidated statement of financial position.
The Group's strategy is to maintain the gearing ratio at a
healthy capital level in order to support its businesses. The
principal strategies adopted by the Group include, but are
not limited to, reviewing future cash flow requirements and
the ability to meet debt repayment schedules when they
fall due, maintaining a reasonable level of available banking
facilities and adjusting investment plans and financing
plans, if necessary. The gearing ratios at the end of the
years were as follows:

A1. BREREEEERBE®)

(e)

EXREHE
AEBEAERNEERRER
EAEBENFELER T RER
RENEAL X UXHEBR
RBRE R AEE

AEBZEBRLPIIREERESER -
AEBRBELBENRNE S LA
BENRREHEELABERN
R RERAARELNER
AEEREABIRN TRRENRK
BB RAERRBEEAR %7
MRDE L EEEARDER -
RAFEE BAEREBERE BX
A2 P B AT ] B E) - AN KB I
BEABELREEEAN %X
TILAMBE T 3 BB BR A B A INE %
BB -BEHFREEESEN
RERENER HTHEMERN
RENEFER FFERITRHE
EFRRE KRS FEMRE
HEX - EXABREAMBNAR
KEHERRHEA ARIGER M
IR AEENRE D%
FREERBLRERRBEANKE
AR EER - REBRRHNE
ERMEETEIRPR I RKR
T8 B R IR ER I HRIRE
BMRERNED HEFATHHAR
TREEGEKFURBERE

AEINREHE (MEFE) - R
BEFERMWEEBGELEROT
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41. FINANCIAL RISK MANAGEMENT OBJECTIVES 41. B EBREEEBERBE @)

AND POLICIES (Continued)

240

(e) Capital management (Continued) (e) BEAXREE(E)
2025 2024
—E-hHF —EE
RMB’'000 RMB’000
AR¥T T AREETIT
Trade and bills payables (note 27) B EMNFE R ENEE
(M 5E27) 1,561,997 1,849,720
Other payables and accruals (note 28)  E b fB < kT8 & JE 5T &
(Bft5E28) 130,889 142,038
Interest-bearing bank and other T RERTT R E M AR (M5 29)
borrowings (note 29) 9,336,689 9,610,328
Lease liabilities (note 14) HEBE P 14) 4,167 1,948
Less: Cash and cash equivalents W BeRBEeESEY (ME25)
(note 25) (258,951) (122,158)
Less: Pledged deposits (note 25) L IR R (B L 25) (137,894) (93,698)
Net debt (ET 10,636,897 11,388,178
Total equity BREZS 6,315,442 6,019,845
Capital and net debt BARRAETS F 5 16,952,339 17,408,023
Gearing ratio BEAMBLHE 63% 65%
42. EVENTS AFTER THE REPORTING PERIOD 42. S{HEHPEEE

No significant events took place subsequent to 31 December

2025.
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43. STATEMENT OF FINANCIAL POSITION OF 43. 7N A B B RO 3/
THE COMPANY
Information about the statement of financial position of the WMEMRAARPEIRARAOELAT -
Company at the end of the reporting period is as follows:

2025 2024
—E-REF —E-OF
RMB’'000 RMB’000

ARWT T ARBTT

NON-CURRENT ASSETS FRBEE
Investments in subsidiaries RH B A BRI E 1,223,131 1,220,970
Total non-current assets FmENEERE 1,223,131 1,220,970
CURRENT ASSETS REEE
Prepayments, other receivables and TR FRIA - H A EURIE

other assets Em&EE 754,617 746,558
Cash and cash equivalents ReENMBEFEY 90 157
Total current assets MENEEBE 754,707 746,715
CURRENT LIABILITIES nEEE
Other payables and accruals BB R ERTE A 218,285 222,379
Total current liabilities mEaEesE 218,285 222,379
NET CURRENT ASSETS REBEEFE 536,422 524,336
TOTAL ASSETS LESS EERERRBAS

CURRENT LIABILITIES 1,759,553 1,745,306
Net assets BEFE 1,759,553 1,745,306
EQUITY R
Issued capital BT IR 18,651 17,125
Reserves (note) e (I aE) 1,740,902 1,728,181
Total equity AR 1,759,553 1,745,306
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43.

44.

STATEMENT OF FINANCIAL POSITION OF 43. XA R BN T (8)
THE COMPANY (Continued)
Note: Bt 5
A summary of the Company's reserves is as follows: RABRENRENT :
Retained
profits/
Share option (accumulated
Share premium reserve losses) Total
REBEA
R4EE BIRERE (RTEE) st
RMB’000 RMB’000 RMB’000 RMB’000
ARET T ARBTT AREFT ARETT
At 1 January 2024 RZZZWE—/F—H 1,717,384 65,553 (65,950) 1,716,987
Profit for the year F R F - - 6,053 6,053
Equity-settled share Nz E BB 2B
option arrangements - 5,141 - 5,141
At 31 December 2024 and RZZ-_WE+=-—A=+—H
1 January 2025 ;r=F_HF—A—H 1,717,384 70,694 (59,897) 1,728,181
Profit for the year F N5 F - - (35,072) (35,072)
Equity-settled share Az A E BB
option arrangements 44,224 3,569 - 47,793
At 31 December 2025 RZT-_AF+=-A=+—H 1,761,608 74,263 (94,969) 1,740,902

On 31 May 2024, the Company granted a total of 213,973,500 share options to
subscribe for a total of 213,973,500 ordinary shares in the share capital of the
Company under the share option scheme adopted by the Company on 14 June
2014. The Group recognised a share option expense of RMB3,569,000 (31 December
2024: RMB5,141,000) during the year ended 31 December 2025.

APPROVAL OF THE CONSOLIDATED
FINANCIAL STATEMENTS

The consolidated financial statements were approved and
authorised for issue by the board of directors on 19 March 2026.

44,

RZZE-_NFRA=+—8 XAREREER
TE-MFERATOERAOERESABRLES
$£213,973,50017 BE Bk 4 - AR AR AR AFE
213,973,500 Limk c REEZT=_RF+=
B=+—HLFE AEEBRIABRERAIARE
3569000 (ZEZMWF+_A=+—H: AR¥
5,141,000 7T) °

eSS WHHER

RERABREN T

NFEZ=A
THhBEEESSIERERERE-
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Financial Summary

MBHE

A summary of the results and of the assets, liabilities and total equity of

the Group for the last five financial years is as set below:

BEMESAEBMEHINMT

AEEROAEPRFENREAREE

RESULTS E
Year ended 31 December
BE+t-H=1+—-BHLEE
2025 2024 2023 2022 2021
—E-RE —T_NF —E-_=F =—ZE_— B &
RMB’000 RMB'000 RMB'000 RMB'000 RMB’000
ARETR ARBTT ARBTT AREBTIT ARETR
Revenue W2k 2,426,854 2,261,282 2,216,381 2,896,589 2,918,958
Profit before tax KRB AR 344,471 236,243 233,954 374,341 550,245
Income tax BIKEE (100,948) (65,362) 103,726 134,379 132,064
Profit for the year F R F 243,523 170,881 130,228 239,962 418,181
Other comprehensive income Hip 2w W 4,250 44,200 (13,600) 97,750 (76,500)
Total comprehensive income FNEERRAE
for the year 247,773 215,081 116,628 337,712 341,681
PROFIT ATTRIBUTABLE TO: AT AL FEAESER
Shareholders of the Company ZA/NE]l 237,260 167,998 124,753 235,679 412,752
Non-controlling interests IR 6,263 2,883 5,475 4,283 5,429
243,523 170,881 130,228 239,962 418,181
TOTAL COMPREHENSIVE BT AT G
INCOME ATTRIBUTABLE TO: 2K AE
Shareholders of the Company ARFRE 241,510 212,198 111,153 333,429 336,252
Non-controlling interests e £ 6,263 2,883 5,475 4,283 5,429
247,773 215,081 116,628 337,712 341,681
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B E

ASSETS, LIABILITIES AND TOTAL EQUITY

EE RERESASE

As at 31 December

R+t=B=+—H

2025 2024 2023 2022 2021

ZEZRE —EomMF —E-=F T —E-—F

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

ARETR ARETT ARETT ARETT ARETRT

Total assets BESE 18,689,426 19,153,926 19,227,362 18,945,750 18,281,408

Total liabilities aERH 12,373,984 13,134,081 13,377,330 13,225,142 12,873,787

NET ASSETS BEFE 6,315,442 6,019,845 5,850,032 5,740,608 5,407,621
Equity attributable to shareholders A2 A1l R fE1h =

of the Company 6,225,791 5,934,962 5,711,789 5,603,435 5,270,006

Non-controlling interests R 89,651 84,883 138,243 137,173 137,615

TOTAL EQUITY R 6,315,442 6,019,845 5,850,032 5,740,608 5,407,621
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