DOWT $fie AR %~

KUNMING DIANCHI WATER TREATMENT CO.,LTD

EIREMKBFRDEIRAF
Kunming Dianchi Water Treatment Co., Ltd.
(RPEAREMESMAIHBRBERLD)

(A joint stock company incorporated in the People’s Republic of China with limited liability)

IR 151X 5% Stock Code : 3768

2025
% 5 5 &
ANNUAL REPORT

CONSUMMATION & SUSTAINABILITY




CONTENTS
5 42

10

17

19

22

61

71

113

151

158

305

CHAPTER ONE

. .

T F

CHAPTER TWO

e L,

H_—F

CHAPTER THREE

A — =z

Cele L

CHAPTER FOUR
FME

CHAPTER FIVE
FhE

CHAPTER SIX
EAN

CHAPTER SEVEN
FLE

CHAPTER EIGHT
FNE

CHAPTER NINE
FNE

CHAPTER TEN
FTE

CHAPTER ELEVEN
E

CHAPTER TWELVE
e =

CORPORATE INFORMATION
ARER

LETTER FROM THE CHAIRPERSON
BEEREE

DEFINITIONS

B=®

GLOSSARY OF TECHNICAL TERMS
£l 77 =

SUMMARY OF OPERATING AND FINANCIAL DATA
KELHBERBE

MANAGEMENT DISCUSSION AND ANALYSIS
EEER® MO

PROFILES OF DIRECTORS AND SENIOR MANAGEMENT
EEhoREREGHE

REPORT OF THE BOARD OF DIRECTORS
e

CORPORATE GOVERNANCE REPORT

rEER®RSE

INDEPENDENT AUDITOR’S REPORT
T8 3% BLED #R

CONSOLIDATED FINANCIAL STATEMENTS
B MBI K

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT
RE e kBo®RE



CHAPTER ONE CORPORATE INFORMATION

& =

=R

nAER

REGISTERED NAME OF
THE COMPANY
RRAEEERH

ENGLISH NAME OF THE COMPANY
RNEAEXEZR

REGISTERED OFFICE AND
HEADQUARTERS IN THE PRC
B 5 M G R A8 ER

PRINCIPAL PLACE OF BUSINESS IN
HONG KONG
TRIEZEER

WEBSITE OF THE COMPANY
7~ 7 48k

STOCK CODE
B # X 5%

LEGAL REPRESENTATIVE OF THE
COMPANY
REAIFEERRA

AUTHORISED REPRESENTATIVES
ERERKE

COMPANY SECRETARY
» R RE

INDEPENDENT AUDITOR
i B EHED

2025 Annual Report Kunming Dianchi Water Treatment Co., Ltd.

EREBKBENABRRA A

Kunming Dianchi Water Treatment Co.,
Ltd.

Wastewater Treatment Plant No. 7
Kunming Dianchi Tourist Resort
Kunming City, Yunnan Province
PRC

Room 1901, 19/F, Lee Garden One
33 Hysan Avenue

Causeway Bay

Hong Kong

www.kmdcwt.com

03768

Mr. Zeng Feng

Mr. Chiu Ming King FCG, HKFCG
(resigned on 28 November 2025)
Ms. Tsui Sum Yi ACG, HKACG
(appointed on 28 November 2025)
Mr. Chen Changyong

Mr. Chiu Ming King FCG, HKFCG
(resigned on 28 November 2025)

Ms. Tsui Sum Yi ACG, HKACG
(appointed on 28 November 2025)

Forvis Mazars CPA Limited
42/F, Central Plaza, Wanchai
Hong Kong

EEBKBERNABRRA A

Kunming Dianchi Water Treatment Co.,
Ltd.

TEEEERHA®

B IR B R R
85 KM
& 7 i 3 &

7 EE 335
AE — EI1912 1901 =

www.kmdcwt.com
03768

B#rs

HBA 3B % £ FCG, HKFCG

(B R2025F 11 A28 H g 1)
%0 5 2 = ACG, HKACG

(B R2025F 11 28 A #Z (T)
BRE B XL

f# BA 12 5t £ FCG,HKFCG

(B R2025F 11 A28 H g 1)
%0 52 %2 = ACG,HKACG

(B R2025F 11 F28 A # Z (T)

EEWHEGIHMEBLMERADA
EEEHTTRESR42E



HONG KONG LEGAL ADVISER TO
THE COMPANY
ARAEBEREERH

PRC LEGAL ADVISER TO THE
COMPANY
2 B O ik R

H SHARE REGISTRAR
H B3 B 19 & °C B2

BOARD OF DIRECTORS
E=g

Executive Directors

HITES

Non-executive Directors

¥HITES

Independent Non-executive Directors

BIFHITES

CHAPTER ONE CORPORATE INFORMATION

Jingtian & Gongcheng LLP
Suites 3203-3209, 32/F
Edinburgh Tower

The Landmark

15 Queen’s Road Central
Central

Hong Kong

Yunnan Jianguang Law Firm

14th Floor, Block 2, Nanyuecheng
Guangfu Road

Xishan District

Kunming, Yunnan Province

PRC

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

Hong Kong

Mr. Zeng Feng (Chairperson)
Mr. Chen Changyong (General Manager)
Ms. Lian Zhaoju

(appointed on 26 September 2025)

Mr. Xu Jingdong
Ms. Cheng Yijing
Mr. Zhang Yang
(resigned on 22 August 2025)
Ms. Gao Yuan
(appointed on 26 September 2025)

Mr. Zha Guiliang
Ms. Zheng Dongyu
(resigned on 28 November 2025)
Ms. Fu Jifang
(appointed on 23 December 2025)
Mr. Ong King Keung
(resigned on 20 August 2025)
Dr. Chan Ho Wah Terence
(appointed on 26 September 2025)

.7, o =

= B

NAER

R DA E A
ERZREEEAE
EBRREFRER155
BEMESRABRNE
32183203 £ 3209 %

EHEEAEMELR
TEEEERHAT
78 L % R B
A2 fR 1412

BEBEELERAA
BEBEREBE165
BESBPOITE

BEEE(EFR)

REBRLE(BEE)

EREL T
(BR2025F9H26 H # % F)

BERLE
k6 8 &+
ok F 5 A
(B R202548 F22H & (F)
BELZL
(B 1202549 A 26 A # Z {F)

BERELE
B R &+
(B R20254 11 728 A 8 1£)
s 2+
(B R2025¢12 F23 A # Z (T)
ks
(B R202548 A20H & 1)
shEEE 4
(B R202549 A 26 A # Z {F)

EREBKERMBERRE 2025F ER &



CHAPTER ONE CORPORATE INFORMATION
F—F RKAEH

BOARD COMMITTEES
EXEETZE®

Audit Committee Mr. Zha Guiliang (Chairperson) EEREE(FAFZE)
B ZEg Ms. Zheng Dongyu B 28 &+
(resigned on 28 November 2025) (B R2025F 11 528 H 1)
Ms. Fu Jifang THE S 2+
(appointed on 23 December 2025) (BR2025F 12 A23 H E Z (F)
Mr. Ong King Keung Bk
(resigned on 20 August 2025) (B R2025F8 F20H & (F)
Dr. Chan Ho Wah Terence PR o 1S 4
(appointed on 26 September 2025) (B R202549 H26 HEZ (L)
Remuneration and Appraisal Mr. Ong King Keung (Chairperson, THREEE(FFZS -
Comnmittee resigned on 20 August 2025) B #2025 F 8 20 H F (F)
HMEEZEE Y Dr. Chan Ho Wah Terence (Chairperson, [Ri&EF T (EHFZEE
appointed on 26 September 2025) ER2025F9 526 A% Z (T)
Mr. Zeng Feng Bkt
Mr. Zha Guiliang EERKE
Nomination Committee Ms. Zheng Dongyu (Chairperson, L+ (FFZE -
REZE® resigned on 28 November 2025) ER2025%F 11 428 A 5 1)
Ms. Fu Jifang (Chairperson, NES L+ (FHZS5 -
appointed on 23 December 2025) B R2025F 12 23 A # Z T)
Mr. Zeng Feng # 5t
Mr. Ong King Keung Bk
(resigned on 20 August 2025) (B R2025F8 F20H & (F)
Dr. Chan Ho Wah Terence PR o 1 4
(appointed on 26 September 2025) (B R202549 H26 HEZ (L)
Strategy and Investment Decision Mr. Zeng Feng (Chairperson) BEE(FFEZE)
Committee Mr. Chen Changyong EBNAE
BREEERKREED Mr. Zha Guiliang EEREHE
BOARD OF SUPERVISORS Mr. Na Zhigiang (Chairperson, MEREE(FE "
EEg resigned on 8 January 2025) ER20254 1 H8H B T)
Ms. Wang Shu (Chairperson, T (FE -
appointed on 8 January 2025 and ER2025F1H8HEZ (T ER2025
tendered her resignation on 27 April F4F27HIZH HZ - BFHER2025F
2025 which came into effect from 27 6 427 A 4+ 3)
June 2025)

Mr. Yao Jianhua (tendered his resignation 1k 3 % 5t & (2 R 2025 F 4 A 27 A 12 1
on 27 April 2025 which came into effect Bt 2 BT R20259F6 H27 A 4+ %)
from 27 June 2025)

Mr. Shao Wei (tendered his resignation BR{& 75 £ (B R2025F4 527 H 12 1H & 2 -
on 27 April 2025 which came into effect BF T R20254 6 527 A 4 3%)
from 27 June 2025)

4 2025 Annual Report Kunming Dianchi Water Treatment Co., Ltd.



PRINCIPAL BANKS
FTEERRT

China Construction Bank
o AR SR AT

China Everbright Bank
Bk KERIT

Industrial Bank

® g 7

China Minsheng Bank
HERERIT

Agricultural Bank of China
FERERT

Bank of Communications
R @ RIT

Bank of China
B B iR 1T

China Merchants Bank
BERIT

CITIC Bank
B 5 R AT

Shanghai Pudong Development Bank
EBHRBERRT

HengFeng Bank

188 R IT

HuaXia Bank
EFRT

Quijing City Commercial Bank
MiEHm M ERIT

CHAPTER ONE CORPORATE INFORMATION
NAEAIER

Kunming Chengnan Sub-branch

Kunming Beijing Road Sub-branch

Kunming Branch

Kunming Dianchi Road Sub-branch

Kunming Resort Sub-branch

Yunnan Branch

Kunming Guandu Sub-branch

Kunming Shijicheng Sub-branch

Kunming Ankang Road Sub-branch

Kunming Branch

Kunming Nanya Sub-branch

Kunming Jinjiang Sub-branch

Kunming Branch

EREBKERMBERRE 2025F ER &

.7, o =

= B

B % 17

B A4 B X 17

i
o
D
=\
[y

F2 BB b BE X 17

ERAERREXT

]
it
m
N
=\
)]

EHBEEXT

BRAM LM 1T

BT ERXIT

i
o
P
=\
[

BHmMEXTT

EHEIXT

EHDIT



6

CHAPTERTWO LETTER FROM THE CHAIRPERSON

$-% EFRRAM

Dear Shareholders,

The year 2025 marked a crucial year for comprehensively
implementing the deepening reform of the ecological civilization
system and advancing the construction of a Beautiful China, as well as
the concluding year for achieving the objectives of the “14th Five-Year
Plan”. Kunming Dianchi Water Treatment Co., Ltd. (the “Company”)
has always adhered to the philosophy of “ecological priority and green
development”, focuses on “protecting lucid waters and lush mountains”,
continuously advances the battles to protect blue skies, clear waters
and pure lands, actively responds to the “dual carbon” initiative,
deepens its principal business, and strives to promote a green and
low-carbon operation, thereby driving the Company’s high-quality and

sustainable development.

PERFORMANCE REVIEW:

Over the past year, the complex and volatile macroeconomic
environment and geopolitical competition continuously challenged the
resilience of the real economy. Meanwhile, facing increasingly stringent
environmental regulatory requirements, the Company remained
steadfast in its original aspiration of “protecting lucid waters and
lush mountains” and its mission of empowering green development.
By focusing on the core tasks of improving quality and enhancing
efficiency, the Company steadily advanced its various strategic
deployments, maintaining a stable momentum in its operations and
development. In 2025, the Company recorded total operating revenue
of RMB1,479.6 million. The net profit attributable to the Shareholders
was approximately RMB196.2 million, and basic earning per share was
approximately RMBO0.19.

EHHRMLRR

mximiﬁég%m FRENEHEH R ELS
FAHMEZETEHESZNBE —F RERITHT
£HE%IJ%EH& ZECBRHEMKERNDERA

A ARDEKRERIERELE QETRINES
BREITESKKBL] SEHELEEX 2K FL

REH BERBEIERIFE AHEE FHHE
BHReRRET HPILASEETRERE -

EEORE:

BE-—F BEMRZENTBHEBRE
BEIHHREEER ?§5§E’U§E'IE'HH¢E£EE
BERNRREEER ARBTITEHZKBE U]
MOLMEEGEERRNED ZEEKRY 18
BMEORLER BIHEEZHEBRE RETE
EERNBEREL 202566 RAIEEBARAR
ARK14796B BT BRRELEFINEORAR
19628 8T EXAERKENR/ARKE0A9T -
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CHAPTERTWO LETTER FROM THE CHAIRPERSON

In terms of main business, leveraging extensive wastewater treatment
experience, industry-leading operational management capabilities,
and a mature, professional operational team, the Company maintained
wastewater treatment as its fundamental business, and implemented
standardized and refined management, striving to reduce operating
costs and enhance operational efficiency. The Company capitalized on
policy window periods to seize opportunities for equipment upgrades
and renovations, vigorously advanced the integration of key project
construction with green development, and continuously promoted
cost reduction and efficiency enhancement. In 2025, the wastewater
treatment plants operated by the Company processed 652.7 million
cubic meters of wastewater, and supplied 101.6 million cubic meters
of water (including running water and reclaimed water). The overall
passing rate of the quality of water supplied met relevant standards,
treated water was steadily discharged in compliance with wastewater
treatment standards, energy consumption indicators were controlled
within reasonable ranges, and 100% of the design standards of all
wastewater treatment facilities met the requirements of national
standard.

In terms of asset management, the Company completed the dissolution
and deregistration of its Laos company, training school, and Eshan
company during the year. The Company proactively promoted mergers
by absorption between subsidiaries, with the aim of streamlining
management levels and enhancing management efficiency by
disposing of certain investment projects outside the municipal area
and reducing the number of legal entities. Meanwhile, the Company
proactively implemented the “dual carbon” goals and tasks, fully
promoting the implementation of its “wastewater treatment plants with
photovoltaic systems” projects to create green benchmark plants.
This has achieved triple benefits of “spatial utilisation, ecological
conservation, and economic returns”, marking an important step
forward in the coordinated development of ecological environmental
protection and clean energy.

b —

s —F

EERB#H

TEEBTE REAEAFLEMNSKERLER A
BITIERANELETEENUAIKANFTERCE
EEE RARBFASKEEREARAR HITRE
o RBALEERE ZHAREEEKRAN RAELER
X OEERKRAEOH BINREENRERSE 2
WEHEHFEEERAGEERERS K&K
HEREAE Y2025 RAIEBE S KEERER

EKEEE652TEBMY A K BRHEKEB(FEAEK
IKAMBAK)I101.6E B K - HAKKELZEEE
RE2HEZ SKEEHERBTEZHER  §HERE
RECZHESEAEHBEA £ 5KEERER

ARENENERERFERZ -

EEEETE ARFAESTKEBAGF  HIE
R-BUARSENMATHIE BRiEETFLQR
ZHEHRKEHTHE BBREDD HEHINKE
BR BRLEAPE UEIEBHEEEER B
EEMEMEN - AR ARBEEETIEHR] A
BERB 2 HHEEDTKB+RIRIBBEZME R
TEGERER BER[ZHME+ERUE+RE
e =Fia - EELERRES RAEIRT R
REZBHEE—F-
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CHAPTER TWO LETTER FROM THE CHAIRPERSON
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In terms of internal governance, the Company comprehensively carried
out the work of “abolishing, revising, and establishing” systems, so
as to standardize, stabilize and make predictable its management
requirements, and to clarify the boundaries of responsibilities through
system optimization. Meanwhile, the Company continued to promote
the three-in-one model of internal control, risk management, and
compliance management to enhance operations and management
in accordance with laws and regulations. By organizing Directors
and the management to participate in training on domestic and
overseas compliance laws and regulations, a compliance management
mechanism has been established to safeguard the sustainable and
healthy development of the Company.

In terms of talent team building, the Company completed the
liquidation and deregistration of three subsidiaries and advanced
the merger by absorption of four subsidiaries, thereby enhancing
its management efficiency and stimulating the internal momentum
and vitality for corporate reform and development. The Company
focused on talent cultivation and appointment, and established and
implemented a training system centered on enhancing the quality of
all employees through multi-dimensional, synergistic efforts to improve
their professional capabilities in areas such as safety, compliance, and
skills. Meanwhile, the Company formulated a new “Employee Diversity
Policy”, which aims to foster a diversified workforce structure, including
but not limited to gender, age, and professional skills, and to create a
fair and inclusive working environment for employees while enhancing
its competitiveness and sustainable development capabilities.

In terms of financial resources, the Company attached great
importance to cash flow management, actively sought support from
higher authorities and policy resources, strengthened financial and
capital risk control, focused on the collection of accounts receivable,
and enhanced capital coordination and rigid constraints. The Company
will continue to explore innovative financing instruments, diversify
financing channels and reduce financing costs. It will also promote the
establishment of a long-term payment mechanism, striving to improve
its cash flow position and ensure the stable operation of the Company.

A BB

e Fdk
KUNMING DIA

NERBITH AREZERESGEIERIZ]IE:
HEEZRAEB - BENL TEMAE BBHE
BIEARBEER AR BEKEENTEH &
REBREREE=—BEX BAKREZER
KREEE BAABESRKEEEEZ2MNERER
SN AFRKRBIEE BYAREEEY  RE
REFERFERER-

ATBHRERFTE RAER=KFRAANBEEH
HEE OEENRFRAANBEKAN BAEEX
K OHELCEWEBERAEHNEEF N - RAEE
ATBENER BREYERUZEREARAR
RUZHEHBRBEIANEIBR K2 a8
REEFTHRABIEEZRLD Al ARFMHIE
MIEEZTEBEIARETKE TTIRRMER -
Fit BEXRESHNZALLLER REIAER
FERNTEREORE BALENBRFHOM
AREERES -

BHERITE AASEERRARSARER EEF
RMEAXKERKER MRV BERESRARE
Z o RMBEBREFBR  RICES RS EB D
R-RABEERRAFBRETR EERER
B BREREXRA EPHRIEBRNBERS  Z 7
RERESRMRR  RER R FRET -
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CHAPTERTWO LETTER FROM THE CHAIRPERSON

PROSPECTS:

In the inaugural year of the “15th Five-Year Plan”, the Company will
continuously adhere to the general principle of “seeking progress
while maintaining stability and promoting stability through progress”.
It will continue to consolidate its operational foundation and focus
on the stable development of its core businesses. Guided by the
overall requirements of “ensuring stability, preventing risks, advancing
reforms, promoting innovation, strengthening management, and
improving quality and efficiency”, the Company will explore and
cultivate new productive forces, promote the optimization and
upgrading of its industrial chain, maximize potential for cost reduction
and efficiency enhancement, prevent and resolve maijor risks, solidify
the foundation for steady operations, and advance in-depth reforms
and high-quality development.

Meanwhile, the Company will actively respond to the national green
development strategy, closely follow policy guidance, and seize policy
dividends. It will continue to promote the “photovoltaic +” energy
supply model for its wastewater treatment plants to build its image
as a green benchmark enterprise and contribute to achieving the
“dual carbon” goals. Environmental, Social, and Governance (“ESG”)
principles remain deeply embedded in the Company’s core values. We
will advance the development of smart water management, accelerate
the development towards decarbonization, intelligence and resource
utilization, and integrate the concept of green development into all
aspects of operations, from production and operations to ecological
protection.

Last but not least, on behalf of the Board of Directors, | would like
to express my sincere gratitude to the management and staff of the
Company for their hard work and outstanding contributions, and to all
Shareholders, investors, customers, partners and friends from various
sectors of the society for their long-term understanding, support, trust
and companionship to the Company.

Zeng Feng
Chairperson
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CHAPTER THREE DEFINITIONS

£=% BH

“Anju Group”

(% & & E]

“Articles of Association”

“Board” or “Board of Directors”
(E£g]

“Board of Supervisors”

BEEg)]
“Chairperson”
[EEK]
“China” or “PRC”
[ B

“Company”

*

For identification purpose only

O ERET

Kunming Anju Group Co., Ltd.* (2 M % E & B E R 2 7)) (formerly known
as Kunming Public Rental Housing Development & Construction Management
Co,Ltd* (EHMARBETEHRERREEBER A A), alimited liability
company incorporated in the PRC in February 2011, which is directly held as
to 65.05% by Kunming SASAC and is not a connected person as defined under
the Listing Rules

ERTZEEEERAFANGIEEATAXBISHERRERERAA)
—RKR20MF2AETEEMANLNEREETLAR AERATEHEZERE
FrR65.05%  FEMARAUPAERNBEAL

the articles of association of the Company

lu]

Z
el

KRB RAEEFR

Hi

the Audit Committee of the Company

ARAMEAZRES

the Board of Directors of the Company

ARBEES

el

the board of Supervisors of the Company (the Company has abolished the
establishment of the Board of Supervisors on 27 June 2025)

RARMEEE  NARIER2025F6 A27TAMBETESTENRE

the chairperson of the Board of Directors

BEEGLESK

the People’s Republic of China

hEARLM

Kunming Dianchi Water Treatment Co., Ltd.* (& BEE /K 5 G R A &),
a joint stock company established in Yunnan Province, the PRC with limited
liability on 23 December 2010 in accordance with PRC laws, and, if the context

requires, including its predecessors and subsidiaries

EHAELKBRODERRAA  —RBEPBEEZEZR2010F12H238 £ F
BEEEMARINBROERAR IXEME BEEMNSLHE QA

2025 Annual Report Kunming Dianchi Water Treatment Co., Ltd.



“Company Law”

KONCIP-92 i

“Controlling Shareholder”

[4% A% AR 3R &

“Corporate Governance Code” or
“CG Code”

S

s

8 <F Al Ec

“Director(s)”

[E =] i

“Domestic Shares”

(A& B &

n o«

“Group”, “we”, “us” or “our” or

“our Group”
[REE] = ITE& M i1
“H Share(s)”
[HA%] &

*

For identification purpose only

O ERET

CHAPTER THREE DEFINITIONS

the Company Law of the People’s Republic of China, as amended from time to
time

FEAREMBEQGE  UAKEBITINRNE BE

has the meaning ascribed thereto in the Listing Rules and refers to Kunming
Dianchi Investment Co. Ltd.* (2 B JE b & & & R & £ 2 7@l), a company
established in Yunnan Province, the PRC with limited liability on 13 October

2004

EELTRAMETFZERE BERELREFREME QA —F 12004
FIOABREFEEMEXNYNERETRA

the Corporate Governance Code as set out in Appendix C1 of the Listing Rules

T AR RIBR 8% C1 BT L KR 3 B R P A
director(s) of the Company

AR

]

BE=x
ordinary shares in the share capital of the Company, with a nominal value of
RMB1.00 each, which are subscribed for and paid up in Renminbi by PRC

nationals and/or PRC incorporated entities

ARBBREATEREEARBIOTHEBR BPEIRE IR+ H
AMARIZERBAARBERBILAR

the Company and its subsidiaries

KRR REWERF
overseas listed foreign shares in the share capital of the Company with a

nominal value of RMB1.00 each, which are subscribed for and traded in HK
dollars and are listed on the Hong Kong Stock Exchange

ARBARATGREAEARKIQTHRIIETIHIER UAETRERE
BEYRBEBBRM LT

BEREMKBERHAERLF 20255 EHE

1



CHAPTER THREE DEFINITIONS

£=% B#

“HK$” or “Hong Kong dollars” or
“HK dollars”

[#xl &

“Hong Kong Stock Exchange” or
“Stock Exchange”

[ &8 B AT 2k [HE 2 AT ) |
“KADI”
[EREXZERKE] EC

“KDI” or “Kunming Dianchi
Investment”

[EREBLERE] Ec

“Kunming Construction”

[E A 4] &

*

For identification purpose only

O ERET

Hong Kong dollars, the lawful currency of Hong Kong

EREEAEERET

The Stock Exchange of Hong Kong Limited, a wholly-owned subsidiary of Hong
Kong Exchanges and Clearing Limited

ERABARIMBRARF REBRXZLGEEMBRARNEZE FAA

Kunming Agricultural Development Investment Co., Ltd.* (& B9 & % 3 R &
& AR A A)), a limited liability company incorporated in the PRC on 29 June
2009, which is owned as to approximately 90% by Kunming SASAC, and is not
a connected person as defined in the Listing Rules

ERRZERREBRAF  —KN2009F6 A29R EFBEFZMAINE
REMEAR YHEHATEEZFHRAO0% 3k LR PPIERNHEE
At

Kunming Dianchi Investment Co., Ltd.* (E BHE # E AR & £ 2 7), a
company established in Yunnan Province, the PRC with limited liability on 13
October 2004, which is the Controlling Shareholder

EREGOKEBREME AR —KNK2004F10813BEFREBEE KL
MEREMTRAR AERBRER

Kunming Municipal Urban Construction Investment & Development Co., Ltd.*

ERmHEREMZEBRE TR F) alimited liability company incorporated
in the PRC on 15 May 1997, which is directly owned as to approximately 84%
by Kunming SASAC, and is not a connected person as defined in the Listing
Rules

ERTHERERMEAREERAR  —HKN1997F5 8158 £+ B E M A&
YZAEREERF MERATEEZERISRA84%  FLTRAPAE
EMBEEAL
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“Kunming DIG”

ERERKRESEH] Ec

“Kunming SASAC”

[BEATEEZR] &

“Latest Practicable Date”

(&1 B AI17 H #] ]
“Listing”
[ ] |

*

For identification purpose only

O ERET

CHAPTER THREE DEFINITIONS

Kunming Development Investment Group Co., Ltd.* (EEREIEEE B AR
2 A]), a wholly-state-owned company with limited liability incorporated in the
PRC on 27 January 2010, which is wholly owned by Kunming SASAC, held
20,959,760 Domestic Shares as at the Latest Practicable Date, representing
2.04% of the total share capital of the Company, and is not a connected person
as defined in the Listing Rules

EREREEEEER AR —KR2010F1A27BEF B F MK/ EH
EBEERECQAR YHEHTHEZHEBI100%KE REBEERA
7T HHI+ 520,959,760 R W & B% - 5 A QA B IR A 82.04% + FF £ 48 A
FTEEMBEALT

the State-owned Assets Supervision and Administration Commission of the
Kunming People’s Government (EIH T ARRINBRA B EEEBEERZ B
@), a government agency authorized by the Kunming Municipal Government to
act on its behalf in exercising the duties of a state-owned asset investor and to
supervise the state-owned assets of municipal enterprises (excluding financial
enterprises), shoulders the responsibility of supervising the preservation and
increment of the value of the state-owned assets of the supervised enterprises,
and is responsible for drafting local regulations, rules and normative documents
on the management of the state-owned assets

ERATARBFERFEEEEEEZE S BRAKE REEATARRK
FE#E RKXEATARRFETEEEEHEARE HmELECD
EERBCE)INRAEELTEE AREEBFEECXBAEERE
HENBERBELEFHBEEEERMN N ER RERRBUE M

=

=7

10 April 2026, being the latest practicable date for the inclusion of certain
information and data in this annual report prior to its publication

2026 F4 108 I AFERNENAIREFHAETERREENRRER
CIEsR=R::

Listing of the H Shares on the Hong Kong Stock Exchange

HIRA B BB X AT £

BEREMKBERHAERLF 20255 EHE
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CHAPTER THREE DEFINITIONS

£=% B#

“Listing Rules” or “Hong Kong
Listing Rules”

[EmRA]HIEFE LT RR

“Nomination Committee”

[REZ A g

“Non-competition Agreement”

[ % [F) 3 5 3 155 o5

“Prospectus”

[ 48 B 3% 83 & |

“Remuneration and Appraisal

Committee”

[FrMEEREZ R g

“Reporting Period”

¥ & #)

*

For identification purpose only

O ERET

Ec

the Rules Governing the Listing of Securities on the Hong Kong Stock
Exchange, as amended, supplemented or otherwise modified from time to time

EEBMXAEFLTRNEAIRKER BARIAELMT B2

the Nomination Committee of the Company

AARMRERERS

the non-competition agreement entered into between the Controlling
Shareholder and the Company dated 25 April 2016

ERRREAQARGZNAB B R201654 A25 8 &0 6 F ¥ 5 F 1

the prospectus of the Company dated 24 March 2017 in relation to the initial
public offering and the Listing of H Shares on the Stock Exchange

BER2017F3AUAEFHER L RABEERHERNBERXM ETOHARR AR

kEE

the Remuneration and Appraisal Committee of the Company

AARHFHHEEZE

el

A
1o

\

=
=]

the year of 2025 (1 January 2025 to 31 December 2025)

2025F E (20251 18 £2025F12 531 8)
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“RMB” or “Renminbi”

AR Ec
“Share(s)’

[ tn ] ]
“Shareholder(s)”

[% 3R] Ec

“Strategy and Investment
Decision Committee”

(B ERERKE

i
Bl
S
fing

“Suijiang Guorun Water”

[ 4% 7T B R K 7% i<

“Supervisor(s)”

(B %] tc

“Yiliang Guorun Water”

[ R BBk %) Ec

*

For identification purpose only

O ERET

CHAPTER THREE DEFINITIONS

the lawful currency of the PRC
PEDEEEE

H Shares and Domestic Shares
H & A& B

holder(s) of the Shares
ZNYNESIS SRS E TN

the Strategy and Investment Decision Committee of the Company

ARBMEEEAREREER

i
pill
TS

Suijiang Guorun Water Treatment Co., Ltd.* (4T BBk & R 2 Al) (formerly
known as Suijiang Dianchi Water Treatment Co., Ltd.* (42 T E b K % B [R
‘A 7l)), a former wholly-owned subsidiary of the Company. On 29 December
2023, the Company entered into the Equity Transfer Agreements with an
independent third party to sell its 80% equity interest, and it is currently an
associate in which the Company holds 20% shares

ETEBEKBARARRBETELKEARAR) RAKAAZEEA
WE AR R2023%128200 AAFRBIE= T EEEBEIBAR
W TR A A 0% K AL HE - 38 5 A A 7145 IR 20% 2 B A 7]

supervisor(s) of the Company

ARAWES

Yiliang Guorun Water Treatment Co., Ltd.* (% R Bl B /K15 B R 2 &) (formerly
known as Yiliang Dianchi Water Treatment Co., Ltd.* (& R E /K ¥ A R 2 7)),
a former wholly-owned subsidiary of the Company. On 29 December 2023, the
Company entered into the Equity Transfer Agreements with an independent
third party to sell its 80% equity interest, and it is currently an associate in
which the Company holds 20% shares

ZREBAKBERARN(RBEREMKBEERAR)  RARXQAAZE2E

MEAR MN2023E12A298 ARFEBYF=ZHEFBERIZER
HETHAEHHEHSO% W IEE I AN T I520% 2 B & N 7

BEREMKBERHAERLF 20255 EHE
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CHAPTER THREE DEFINITIONS
$=% BH

“Zhaotong Guorun Water”

A7 3 B R K 7% Ec

*

For identification purpose only

O ERET

Zhaotong Guorun Water Treatment Co., Ltd.* (#3 i B )8 /K % & R 2 7))
(formerly known as Zhaotong Dianchi Water Treatment Co., Ltd.* (F3 i@ )E s
K # A B A @l)), a former wholly-owned subsidiary of the Company. On 29
December 2023, the Company entered into the Equity Transfer Agreements
with an independent third party to sell its 80% equity interest, and it is currently
an associate in which the Company holds 20% shares

BMEREKEERAR(EBBBEGLKEERARA)  RAARRZEE
M B AR HR2023F 128298 AR R BB Y E=ZHFEBERRISHER -
HETHBERNES N NE  RAEAXRDAEK20% 28 & 2 A
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CHAPTER FOUR GLOSSARY OF TECHNICAL TERMS

“BOO”
[BOOJ Ec
“‘BOT”
[BOT] i
BT
[BT] i
“COD”
[coDJ Ec

EME KFTAR

Build-Own-Operate, a project model in which an enterprise undertakes the
financing, design, construction of wastewater treatment or water supply
facilities, which are owned by the enterprise, and has the right to operate
such facilities in the concession period, during which the enterprise can
charge service fees based on the supplied treated wastewater or running
water to cover its costs of investment, operation and maintenance and obtain
reasonable returns, according to the concession agreement entered into by the
enterprise and the government

BR-BA-KZE —EREEXN B REFAERE R ERHK
BEFHKRE FRREEAZECERES RCXARERTYUEHEESR
MR- ERFHR ZeETRBEEEARNMATINRTFEERBER
B REMNSKIKERKEBRBEE KB ERE  2E R #EK
AI B A E DR

Build-Operate-Transfer, a project model whereby, pursuant to a concession
agreement entered into by an enterprise and the government, the government
grants to the enterprise the rights to undertake the financing, design,
construction, operation and maintenance of wastewater treatment or water
supply facilities in a concession period, during which the enterprise can charge
service fees based on the supplied treated wastewater or water to cover its
costs of investment, operation and maintenance and obtain reasonable returns
while, upon the expiration of the concession period, the relevant facilities will
be transferred back to the government at nil consideration

BR-KE-BR —BRAEX Bt RECXRERFITNEALE
BpE BARE-—RCERFHAABMAESKERERHKREHRE
Rt BR - BZERAE ROEURBHHAREAHEED EBEIS KK
WEBRRBBEARBDEERE CEREERN AL RGSEEE - M AR TS
ME Mm% HERESEEXEKRA

Build and Transfer, a project model whereby an enterprise undertakes the
financing, design and construction of a facility for the proprietor for certain fees
to be paid during and upon the completion of the construction

EEREBR —BEERA —REEAMBAAEREARBHRE &R
thEFR HHERERERBEREKEHAMBEAXN

Chemical Oxygen Demand, the corresponding mass concentration of oxygen
for the amount of oxidant consumed when strong oxidant is used to deal with a
given water sample and is measured with mg/L. It has different ways according
to the oxidising agent, such as potassium permanganate (expressed as COD,
also known as CODmn) and potassium dichromate (expressed as CODcr)

tEZEE KABRESLHEBEKEEMERENELLEYENENEE R
CUNEZER/ARR-REMASLCENTR 2 A0 &% HAACODE
/R X 78 & CODmn) #l & % B $F 5% (LA CODer % 7R)

|t

BREUKBERHARLF 20258 EHE
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CHAPTER FOUR GLOSSARY OF TECHNICAL TERMS

EFNE KRWHAR

“TOO”

[TOOJ

“TOT”

[TOT]

“utilisation rate”

EIPEES

“wastewater treatment”

757K 5 72 |

Transfer-Own-Operate, a project model whereby an enterprise purchases
completed wastewater treatment or water supply facilities from the government
and undertakes the operation of such facilities owned by the enterprise in
the concession period, during which the enterprise can charge service fees
based on the supplied treated wastewater or running water to cover its costs
of investment, operation and maintenance and obtain reasonable returns
according to the concession agreement entered into by the enterprise and the
government

BRX-HA-KE —RBREBENXN BRI CEABRFEECEKMNIGTKE

B KR E IRFFREAEEMEENRENEE - ERFFHE

HZEENBBEEEABNAA LA ERZRMHEEEERNT KK
BRKEDRBE UECOHEKSE EEREZEKALIGEE DR

Transfer-Operate-Transfer, a project model whereby, pursuant to a concession
agreement entered into by an enterprise and the government, the government
grants to the enterprise the property rights or operation rights of constructed
wastewater treatment or water supply facilities in the concession period, during
which the enterprise can charge service fees based on the supplied treated
wastewater or running water to cover its costs of investment, operation and
maintenance and obtain reasonable returns while, upon the expiration of
the concession period, the relevant facilities will be transferred back to the
government at nil consideration

BR-@E-BR —EHEAER BN BB KRBTGS
2+ AT A B R G #0595 K B BB o 8 K 3 B 7 5 A 9 10 0 2 o 40 4R

BRSBTS K B KM
BHE AKREHEA EEREERAY DG TE R &0
B AR 16 % % B T

the actual volume of water supplied, or wastewater treated divided by the
designed volume of water supplied or wastewater treated for a given period

EERARNERFKITKEEERARFHKISTKEEE

use of physical, chemical and biological methods to remove pollutants from
wastewater or to turn pollutants into innoxious substances so that wastewater
can reach the standards allowing it to be discharged into a water body or
reused

BEBHKEINFAR -—KBIBRERNKEER WERAYE (L2
REMETEERSKPNSRDAB SR ELESYE
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CHAPTER FIVE SUMMARY OF OPERATING AND FINANCIAL DATA
RERMBEREE

The following table sets out our key operating and financial data for the

sl

S

1E

TEREINMTHEIBEMARMNIELERYH

periods or as of the dates indicated: g -
SUMMARY OF OPERATING DATA REBEBE
As at 31 December
®12H31H
2025 2024 2023 2022 2021
2025 2024 F 2023 F 2022 F 20214
Capacity ('000 m® per day) E&g(FUBKH)
Wastewater treatment Ve 1,865 1,865 2,001 2,031 2,043
Reclaimed water supply BAEKERE 334 334 329 237 233
Running water supply B 2R K ft g 75 75 80 131 131
For the year ended 31 December
BE12A3MHLLEE
2025 2024 2023 2022 2021
2025 2024 F 2023 2022 F 20214
Volume (000 m? per period EB(FULKS
indicated) BT B )
Wastewater treatment 5K R IR 652,737 669,302 719,890 718,924 706,078
Reclaimed water supply BAEKEME 94,058 96,065 100,529 56,588 54,422
Running water supply B 2RK gt fE 7,545 7,745 16,462 17,231 17,116
For the year ended 31 December
BE12A31MBLLEE
2025 2024 2023 2022 2021
2025 2024 F 2023 F 2022 F 20214
Utilisation Rate FAE
Wastewater treatment 35 K BR IR 95.9% 98.1% 98.6% 97.4% 96.3%
Reclaimed water supply B AEKE 77.2% 78.6% 83.8% 65.5% 64.0%
Running water supply B 2RK gt fE 37.6% 38.5% 42.0% 36.5% 35.8%

EREBKERMBERRE 2025F EHR &
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CHAPTER FIVE SUMMARY OF OPERATING AND FINANCIAL DATA

FHLE RERUBERBE

SUMMARY OF OPERATING RESULTS BY SEGMENT

2025
2025
RMB’000
AR F T
Wastewater treatment TKEE
— Revenue — A 1,058,064
— Gross profit —FEF 465,191
— Gross profit margin —FEF = 44.0%
Water supply K4
— Revenue — A 179,122
— Gross profit —FEF 90,896
— Gross profit margin —EF = 50.7%
Others Hit
— Revenue - A 242,366
— Gross profit —FEH 150,806
— Gross profit margin —EFE 62.2%

ITHEEXREABRE

For the year ended 31 December
BEZ12A3MBLEE

2024

2024 %
RMB’000
AR®T T

1,151,793
501,713
43.6%

174,379
60,042
34.4%

267,992
151,896
56.7%

2023
20234
RMB’000
AR®TFT

1,233,095
580,581
47 1%

129,440
63,841
49.3%

444,953
153,818
34.6%

2022

2022 %
RMB’000
AR TFT

1,298,089
627,062
48.3%

101,234
40,997
40.5%

666,540
189,212
28.4%

2021
20214
RMB’000
AR®TFT

1,370,283
610,365
44.5%

191,534
49,812
26.0%

755,921
64,605
8.5%
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CHAPTER FIVE SUMMARY OF OPERATING AND FINANCIAL DATA
$L1E BERMBENME

SUMMARY OF CONSOLIDATED STATEMENTS OF
COMPREHENSIVE INCOME

EHEEBREERHBE

For the year ended 31 December
BHE12A31MHLEEE

2025 2024 2023 2022 2021
2025 £ 2024 F 2023 F 2022 F 20214
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ANRBFIT ARBEFT ARBTT AREFT AREFT
Revenue N 1,479,552 1,594,164 1,807,488 2,065,863 2,317,738
Operating profit e F M 424,529 524,908 615,595 678,302 528,368
Profit before taxation A F) 236,202 314,354 381,702 367,465 396,693
Income tax expense eS8 (39,331) (50,426) (63,975) (43,330) (57,142)
Profit for the year FEEMNE 196,871 263,928 317,727 324,135 339,551
Other comprehensive Etz @ (ER)
(loss)/income /i 3 (432) 1,116 860 (1,049) (1,219)
Total comprehensive income H£E 2 HW HHHE
for the year 196,439 265,044 318,587 323,086 338,332
SUMMARY OF CONSOLIDATED BALANCE SHEET A HEE&EBEBERHE
As at 31 December
n12A31H
2025 2024 2023 2022 2021
2025 £ 2024 F 20234 2022 F 20214
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ANRBEFT ARBEFT ARBTT AREFT AREFT
Assets BE
Total assets BEEBE 13,435,948 12,383,952 12,063,850 11,702,204 12,067,938
Liabilities =R
Total liabilities BEBE 8,001,106 7,141,659 7,086,546 7,044,613 7,632,127
Equity HE
Total equity T AR R 5,434,842 5242293 4,977,304 4,657,591 4,435,811
Total equity and liabilities EakafEasE 13,435,948 12,383,952 12,063,850 11,702,204 12,067,938

EREBKERMBERRE 2025F EHR &
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

A 3 =

ERNE EEEBSMESTH

A. OPERATING ENVIRONMENT

In 2025, the global economy continued its trend of divergent
recovery, with the economic growth pattern exhibiting diversified
characteristics. Meanwhile, issues such as geopolitical tensions, global
trade fragmentation, weak investment and high debt levels, and the
lingering lagged effects of high inflation persisted. Faced with such
a complex situation, our country maintained a development pace of
seeking progress while maintaining stability, and economic and social
development withstood pressure and forged ahead, exhibiting an
overall stable trend with a steady improvement.

The year of 2025 marked the concluding year of the “14th Five-Year
Plan” and a pivotal year for China to comprehensively advance the
construction of a Beautiful China and achieve the goals and tasks of
ecological and environmental protection with high quality. The water
treatment industry in China has entered a stage of deepened high-quality
development, where refinement, low-carbon, intelligence, and resource
utilization have become the core paths for high-quality development of
the industry. The construction of a modern water treatment system that
is safe, resilient, smart, efficient, green, and low-carbon has become a
crucial foundation supporting the advancement of Chinese modernization.
The 2025 Central Economic Work Conference explicitly proposed to
further advance the construction to ensure the skies blue, waters clear,
and lands pollution-free, strengthen the treatment of new pollutants,
enhance the governance of key lakes, and implement comprehensive
solid waste management actions, so as to drive the transformation of
the water treatment industry from “single-point governance” to “systemic
collaborative governance”, from being “primarily focused on engineering
construction” to emphasizing both “operation services + technological
innovation”, and from “scale expansion” to a comprehensive shift toward
“quality enhancement”. Driven by the dual goals of “dual carbon” and
the construction of a Beautiful China, the industry’s development has
formed an overall plan and layout that promotes high-quality development
through high-level protection, cultivating a green foundation for
high-quality development. In addition, the 2025 special environmental
protection funds continued to tilt towards key areas such as wastewater
treatment, solid waste treatment, and the construction of new energy
facilities. The policy support method has shifted from “blanket approach”
to “targeted allocation”, with greater emphasis on performance orientation
and market-oriented operations. It can be seen that the water treatment
industry maintains its long-term stable development trend and is now
advancing into a high-quality development stage, through the synergistic
promotion of carbon reduction, pollution reduction, green expansion, and
growth.

A RBREREB

2025F 2K BELEBE»LEHED  KEER
BREREZ LB RN WEBEAREEER 2
KESHA L BREREREEaL SBEKEFEE
MEMATZHESHERAGTE BH W IE
HOBE BERBEBEPIRENZEROZ KFEL
CRRVBEEEH HDEME 2RBBFEE -BF
EESE K

2025F RITHAJREREZ2F BRHPEE2MEHE
EEXBTEESR SREEZRAEEREREBEZ
IHEHER - F - FREKBTEEEASLER
b3 R - BAL - Kl Bt R ERILK
ETESEUEERABRLEL B2RL29M4H -8
ER BeBEmOBRKBEERRNAIEPH
RBERMENEEHEPE-20255Fh REELES 2
ARELFATHEXR BK - FLREEH  BL
HSEMEE  MBEHHARE BXEEEY
RERETEY HBKBITERIERARABIMIR
GHREAEIER RIIRERATIRIEER
B+EMATITEEE  AIEERRIZEERE
ERA EERIEEEREEPHERESTRD
T TEEREAUNSKEIREREDSEELR
WEBRINGR EERLEERENSZARSE -
AN 2025 F MR EEASCHBERISKERE
BEEEMMERSEESSESALMER  BXK
TEAFABIRKEEIEmBERE] TR
RAERBANMTSCEE - ARATR  KEITER
HBRTEEMNBERFTE T FEEABRME
ERE RS ESRERNREEEEMRE -
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

1. Overview of Wastewater Treatment Industry

Currently, China’s urban wastewater treatment has fully entered a
new stage of development that places a balanced focus on systematic
quality and efficiency improvement, and structural adjustment
optimization. The industry’s focus has gradually shifted from the
construction of incremental facilities in the past to a development
stage characterized by the coordinated advancement of upgrading
existing facilities, improving the quality of incremental facilities, and
high-efficiency operation and maintenance of the entire process.
Driven by the dual factors of high-quality development demands and
policies, the national wastewater treatment volume and treatment
capacity continue to rise, with the overall operational efficiency of the
industry improving steadily.

In 2025, the State further increased the supply of policies in the
wastewater treatment sector. By improving laws, regulations and
standards, innovating market mechanisms, and increasing investment
in infrastructure, the State has accelerated the industry’s transition
towards a pattern of “integrated plant and network, treating water
and soil concurrently, and recycling”, injecting strong momentum into
quality and efficiency improvement, and high-quality development.
In April 2025, the “Opinions of the General Office of the CPC Central
Committee and the General Office of the State Council on Improving
the Price Governance Mechanism” ({ /£ A R ¥ A EE - B 75 BT 9%

PEENRTEERAERFINER)) were issued, which explicitly
proposed to improve the price mechanism of public utilities for
sustainable development, as well as to construct incentive mechanisms
for cost reduction and efficiency enhancement. In May 2025, seven
departments including the Ministry of Ecology and Environment issued
the “Action Plan for the Protection and Construction of Beautiful Rivers
and Lakes (2025-2027)" (( ERE MR EEER1TE) /5 K (2025-
20274 ))), requiring the strengthening of the rectification of river
outfalls, the prevention and control of water pollution in industrial parks,

EHR

ERE EEESWESH
1. SAKEETERNA
R BRBESKEREESEEARSIREG
,ﬁﬁﬂﬁﬁ{tliﬂ’ﬁ*%%ﬁﬁ%& CATEED
BEMEERMER BFEMEFEREAR -
MERABRZAESHRELANBRAKEERE

SEERRFREARKLEEEHT 26
EERERENFERET TEBRED

BN O0E ok B S BE
?%%QSHW\H]T:"E‘EE“F

-
N
pr
:31

20254 - B — MBS KEE RS BRER MG
BBTEERBE AFWHEH MARERK
A T’&@Jﬁ%ﬁ(ﬁﬁﬁ—m@kfbﬂzm‘EEE?’HJ%J

WERMEABE AREEANSEEERITA
b D 2025¢4H (R HEFRBAE - BF
R AEENTSERAERFNE i>>HjA’
BIEERE2AIREZEREN L R ETXEERES -
&%EF N8 R BB 5] 202565 8 ¢ i%iﬁ
S AN ERANREERRTH IR
(2025_2027¢>>, kb AAHES ARG T
EEE KSR A R EESKIRERE - N
R ERBEEFRSKRENMBEIEREEIR MR
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

P2, L S -

BHINE

EEEBRWRESTN

and the collection and treatment of urban and rural domestic sewage,
the acceleration of addressing shortcomings in urban domestic
sewage collection and treatment facilities, the enhancement of the
management of the collection and use of sewage treatment fees, and
the vigorous promotion of the utilization of sewage as a resource, so as
to significantly improve the comprehensive efficiency of urban domestic
sewage collection and treatment by 2027. During the same period, the
“Opinions on Continuously Promoting Urban Renewal Actions” ({[& %
FEMERTESNTHAE R)) issued by the General Office of the
CPC Central Committee and the General Office of the State Council
proposed tasks such as accelerating the construction and renovation
of wastewater pipe networks and facilities for the collection, treatment,
recycling and reuse of urban domestic sewage and sludge disposal
facilities, and accelerating the establishment of integrated construction
and operation and maintenance mechanisms for sewage treatment
plants and networks, and providing financing support for sewage
construction projects by increasing the central budget, issuing local
government special bonds, and promoting the issuance of real estate
investment trust funds (REITs) in the infrastructure sector.

With the continuous improvement of the standard system for the
wastewater treatment industry and the gradual refinement of
differentiated and precise discharge control requirements, the
wastewater treatment industry will, under the combined effects of
policy-driven, technological innovation, and market demand, move
towards a new stage of high-quality, low-carbon, and resource-oriented
development in the future, providing solid support for the development
of the industry.

A - 22027 F W ™ A£G 5 KU E R B AR A W EE

FEIRF - A i QB R BB A B
BN BERERTENTHNERRLE
MPsKE@MBTEFTSKKE  EE - FEF
ﬁl&ﬁfbﬁf“‘“ﬁmg s MRS KE B
BHE-—LCEREERINEEE CBBNAFRR
EE BT HABNEERS HEBTERRE
EETHEREETES(REIT)EAR BEKE
REERERESES -

BEESKEBTEBRERAFERS 221K
BELECHFREREERELS A KK 5KER
TEBEREEY RWAFETEFTROKR

ERAT BRREE BERIERERLENERTE
B RUOFEREHBEXH -
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

Against the backdrop of the continuous rise in water resource demand
and the increasingly prominent water scarcity issues in our country,
the strategic value of reclaimed water as the “second source of water”
for cities has become increasingly significant, and the industry has
entered a period of accelerated development. Treated reclaimed water
has been widely applied in various fields such as agricultural irrigation,
urban landscaping irrigation, and industrial cooling water, effectively
alleviating the shortage of natural water resources and becoming a key
for resolving the contradiction between the supply of and demand for
water resources.

The continuous strengthening of policies has built a solid foundation
for the development of the industry, further clarifying the industry’s
development path and market space. In March 2025, the Ministry of
Water Resources issued the “Key Points for National Water Conservation
Work of 2025 ({2025 2 B i ) /K TEZ %)), proposing the
establishment of a special task to “consolidate the strategic foundation
of unconventional water resources as the second source of water”, the
commencement of a survey on the number of unconventional water
sources, and the planning of unconventional water resources substitution
actions in key regions. In June 2025, the Ministry of Water Resources
launched the 2025-2026 national unconventional water development and
utilization projects, with plans to implement 20 construction projects in
2025, which are expected to increase 120 million cubic meters of annual
unconventional water utilization capacity; upon the implementation of the
projects over the two-year period, the additional annual utilization capacity
will exceed 300 million cubic meters. In November 2025, the Ministry
of Industry and Information Technology, together with the Ministry of
Water Resources, issued the “Implementation Plan for the High-Quality
Development of Water-Saving Equipment (2025-2030)” (&1 7K % 5 & &
2 ¥ & B it /7 %(2025-20304F ))), proposing to take the construction
of reclaimed water utilization facilities, equipment manufacturing, and
operation services as key areas and breakthrough directions for the
development of the water-saving industry, so as to promote the optimized
allocation and efficient utilization of unconventional water resources
through industrial and technological advance. Driven by the precise policy
guidance, continuous technological breakthroughs, and the stimulation
from market demand, the market space of the reclaimed water industry
continues to expand, effectively alleviating the pressure of water resource
scarcity and contributing to the achievement of the “dual carbon” goals.

P Y S
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EEER W RETW
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

P2, L S -
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With the continuous advancement of China’s urbanization process,
water supply volumes in cities and county seats have remained
stable, indicating that the water supply industry has entered a mature
development stage, where green and digital technologies will become
key levers for industry upgrading. In recent years, against the dual
backdrop of the deepening “water conservation priority” strategy and
increasingly stringent water resource constraints, the water supply
industry has entered a critical phase of policy implementation and
efficiency enhancement. The “Standard for Urban Water Supply and
Water Use Performance Assessment” ({3 1 £ 7K 71 F 7K 48 B AT B 1R 2E))
implemented in January 2025, established for the first time a quantitative
evaluation system covering the entire process of water supply, providing
a scientific basis for the standardized development of the industry. The
“Urban Water Supply Price Management Measures” ({3 /1 it /K B 18 &
1% 3% %)) issued in March 2025, innovatively introduced a dynamic price
adjustment mechanism, driving the coverage rate of tiered water pricing
to over 95% and further strengthening the role of water resources as an
economic lever. In May 2025, the Ministry of Housing and Urban-Rural
Development and the National Development and Reform Commission
issued the “List of Replicable Policy Mechanisms for Leakage Control
in Urban Public Water Supply Networks (Second Batch)” ({3 1 2 #
MAKERTEEGETEZBRKS S E(E Z4))), which clearly
outlines measures such as promoting the renovation and transformation
of aged water supply networks, establishing and improving water zoning
metering systems, enhancing metered management of water supply
network zoning, implementing intelligent construction of water supply
networks, and establishing and improving water price formation and
adjustment mechanisms. Meanwhile, the expansion of water resource tax
pilot reforms and accelerated development of water rights trading markets
are creating stronger incentives for improving water resource utilization
efficiency. Looking ahead, the water supply industry will further transition
toward intelligent, low-carbon, intensive and sustainable development,
providing a solid foundation for high-quality economic and social
development.
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

B. DEVELOPMENT STRATEGY AND FUTURE
PROSPECTS

Looking ahead to 2026, the pace of policy adjustments in major
economies is expected to become more cautious. Although inflation has
receded from its peak, it is gradually stabilizing. Driven by supporting from
consumption and investment in certain emerging industries, and coupled
with the robust growth momentum of emerging market economies, the
global economy is expected to maintain a trend of moderate recovery and
demonstrate a degree of resilience. However, the complex landscape of
global geopolitical competition and the deep-seated needs for domestic
economic structural transformation remain unchanged. Issues such as
capital flow volatility triggered by policy divergence, fiscal sustainability
pressures, trade barriers, and structural constraints remain prominent,
and the characteristics of the global economic recovery process being

uneven and unstable continue to manifest.

The year 2026 marks the commencement year of the “15th Five-Year
Plan”. The Company will continue to uphold the general keynote
of “seeking progress while maintaining stability, promoting stability
with progress”, focusing on its core business, maintaining steady
operations and continuing to promote high-quality transformation
and development. Firstly, we will strengthen and optimize the
main business, steadily advance the expansion and extension of
the industrial chain, enhance core functions, and improve core
competitiveness. Secondly, we will strive for new breakthroughs
in improving quality and efficiency, and implement a standardized
operation management and cost control system covering the entire
business chain, full cycle, and all factors. Thirdly, we will take existing
operations as the main line to steadily enhance the basic business
operations. Fourthly, we will focus on cash flow, strictly control
non-productive expenditures, intensify efforts to collect accounts
receivable, and continuously improve asset quality through internal
resource integration and the disposal of inefficient assets. Fifthly,
we will accelerate the progress of projects under construction, and
activate projects that should and can be revitalized to strive to put
them into production and operation as soon as possible, thereby
achieving greater output. The Company will constantly reinforce its
core functions and improve its core competitiveness to promote the
high-quality development of the Company.
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS
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C. BUSINESS REVIEW

The Group principally adopts the TOO, TOT and BOT project models,
with a focus on the TOO and BOT models. For the year ended
31 December 2025, our TOO and BOO projects contributed to 63.3%
of our total revenue. Our TOT and BOT projects contributed to 11.4%
of our total revenue, and we also adopt the BT project models for some
of our projects.

For the TOO and TOT models, we acquire concessions to operate
existing facilities at agreed prices from the relevant local governments.
For the BOT model, we finance, construct and operate relevant
facilities. After the expiration of the relevant concessions, we either
obtain new concessions from or transfer the relevant facilities back
to the relevant local governments, depending on the project type. As
of 31 December 2025, we had a total of 38 plants (34 wastewater
treatment plants and 4 running water plants) under concession
agreements. Among the 38 plants in operation, 14 were TOO projects,
2 were TOT projects, 20 were BOT projects and 2 were BOO projects.

During the Reporting Period, the utilisation rate of our facilities was
maintained at a high level. For the year ended 31 December 2025, the
total volume of wastewater treated was approximately 652.7 million m?

with an average facility utilisation rate of approximately 95.9%.
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

Wastewater Treatment Projects

As of 31 December 2025, we had a total of 34 wastewater treatment
plants in operation (including 14 in Kunming and 20 in other areas of
the PRC), with a total wastewater treatment capacity of 1.9 million m?
per day. With our technologically advanced facilities, independently
developed patents and strong management skills, we have been able
to maintain low costs while providing high quality wastewater treatment
services. The Company’s wastewater treatment plants in operation
adopt a variety of processes such as oxidation ditch, A?O, ICEAS,
MBR, CAST and SBR. The Company’s core competitiveness in the
wastewater treatment industry is its extensive and comprehensive
operational management experience and technical management team.

During the Reporting Period, the Company seized the opportunities
brought by the Chinese government’s policy regarding the large-scale
renovation and transformation of municipal infrastructure and
equipment, and actively applied for supporting funds to carry out
renovation and transformation of old equipment in certain plants, so
as to further enhance the treatment performance and efficiency of the
water quality purification plants in operation of the Company.

In addition, we were entrusted to provide operation management
services to a total of 24 township wastewater treatment stations. At
the same time, we have been entrusted to operate and manage rural
domestic sewage collection and treatment facilities in 751 villages,
covering 11 counties and districts.

Reclaimed Water Business

We carried out the reclaimed water business by relying on our own
sewage treatment plants that receive entrusted operation services.
As of 31 December 2025, we had 12 reclaimed water stations and
2 second-stage booster pump stations. Meanwhile, we provided
entrusted operation services for 5 reclaimed water stations/booster
pump stations, with a total designed daily production capacity of
reclaimed water facilities of 334,000 m3. Customers of our reclaimed
water include commercial and industrial establishments, enterprises
and public institutions and other entities in Kunming. During the
Reporting Period, reclaimed water supply was 94.1 million m3.

Running Water Business

For our running water business, as of 31 December 2025, we had
4 running water plants in the PRC. During the Reporting Period,
the supply of running water amounted to 7.545 million m?, and the
quality of water supplied met the requirements of the “Standards
for Drinking Water Quality GB5749-2022"* ({ 4 & #k A 7K i1 £ 15 %
GB5749-2022)) .
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D. MAJOR RISKS

The operational risks facing the Group are mainly the capital-intensive
characteristics of the industry, requirements of water quality standards
and other force majeure events.

Capital-intensive characteristics of the industry

We are engaged in wastewater treatment, reclaimed water supply
and running water supply projects, which typically require significant
initial cash outlays and have long payback periods. On average, the
investment payback periods for our projects range from five to ten
years. If we fail to obtain financing or refinancing for such projects in
the amounts required, we may need to finance these projects from our
internal resources, which may strain our resources for other corporate
purposes. Additionally, we may fail to properly perform our obligations
in respect of these projects as a result of a funding shortage, which
may lead to a reduction in our returns and may even lead to the loss of

our initial capital investments.

We are required to make substantial capital investments during
the initial phases of our projects. These investments are primarily
dependent on the funds we raised from our global offering, bank loans,
corporate bonds and other means of financing. For the year ended
31 December 2025, our total borrowings amounted to RMB5,192.1
million, representing an increase of 13.1% from RMB4,589.2 million in
2024. As of 31 December 2025, our net gearing ratio, calculated as net
liabilities divided by total capital, was 48.7%.

We expect to continue to utilise bank loans, corporate bonds and a
diverse combination of financing facilities to finance a portion of our
investments in our projects. The interest rate of bank loans is mainly
affected by the quoted market rate of RMB loans issued by the National
Interbank Funding Center each month. Increased interest rates may
increase our total interest expenses on RMB borrowings. The financing
efficiency and financing cost of corporate bonds and other financing
instruments are affected by factors such as the economic environment,
financing market conditions and the Company’s own operating
conditions. Changes in relevant factors may affect the Company’s
financing efficiency and financing costs.
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Requirements of water quality standards

Our wastewater treatment, reclaimed water supply and running water
supply facilities are built to treat wastewater and raw water to specified
quality standards. The quality of our treated wastewater and supplied
reclaimed and running water depends on the level of pollution of the
inflow of wastewater into our facilities/the quality of the raw water and
normal operation of our facilities. We are subject to risks of unknown
or undiscovered inflow of wastewater/raw water into our equipment
that exceeds our treatment capacity or defects or compatibility
problems with our equipment. We cannot assure that we will always
be able to timely discover and repair malfunctioning equipment or
any other problems with our treatment process or facilities. In such
circumstances, our facilities may not be able to treat wastewater or
raw water in compliance with the relevant regulatory and contractual
standards, which could result in us being subject to claims from our
customers or governmental penalties, and could lead to the suspension
of our operations pending rectification as well as reputational damage.
In addition, the incoming wastewater or raw water to be treated by our
facilities may contain pollutants exceeding the types and quantity of
pollutants that we contemplated during the design and construction
of the facilities, which will adversely affect our operating costs,
deterioration of our facilities and effluent quality.

Force majeure events

Any future occurrence of force majeure events, natural disasters or
outbreaks of pandemics may restrict business in the areas affected
and adversely affect our business and results of operations. These
risks include damage to facilities, equipment and structures caused
by natural disasters such as heavy rainfall, extremely high or low
temperatures and lightning strikes, resulting in interruption of
production operation and damage to facilities and equipment. The
Company has formulated contingency plans to respond to unexpected
force majeure events and conducts emergency drills in daily operation
to enhance the ability of the Company and its employees to respond
to such events, and procures relevant materials and conducts safety
inspections before the onset of the rainy season in places where it
operates to reduce the impact of such force majeure events on the
Company.
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E. FINANCIAL REVIEW

1. Consolidated Results of Operations

Our revenue decreased by RMB114.6 million, or 7.2%, to RMB1,479.6
million for the year ended 31 December 2025, from RMB1,594.2
million for the year ended 31 December 2024. Our gross profits
decreased by RMB6.8 million, or 1.0%, to RMB706.9 million for the
year ended 31 December 2025, from RMB713.7 million for the year
ended 31 December 2024. During the Reporting Period, revenue from
wastewater treatment services, reclaimed water and running water
supply, and other segments accounted for 71.5%, 12.1% and 16.4% of
the total revenue, respectively.
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The following discussion addresses the principal trends that have
affected our results of operations during the Reporting Period. The

CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

following table sets out our consolidated results of operations for the

periods indicated:

E EEESAWmRESWN

TXwmARBERAZERMEEEENTIEBS -
TRHEIATHBERMNAFEEESE

For the year ended 31 December
HE12A3MALEE

2025 2024
2025 & 2024 F
RMB’000 RMB’000
AE#F T AR FT
Revenue N 1,479,552 1,594,164
Cost of sales i & X A (772,659) (880,513)
Gross profit EF 706,893 713,651
Selling expenses HEEH (1,152) (1,139)
Administrative expenses T EH (51,429) (76,135)
Research and development expenses MEEA (354) =
Net impairment losses on financial assets CRMEEREBKRFR (173,961) (129,040)
Other income, net Hfb W 25 0F 58 7,256 23,076
Other losses Hfth g5 48 (62,724) (5,505)
Operating profit Pl 424,529 524,908
Finance income B 5 I A 45,231 48,038
Finance costs B 7 A AR (237,227) (263,627)
Finance costs — net [ N (191,996) (215,589)
Share of results of associates BB NRIKCERRNRE 3,669 5,035
Profit before taxation i A F B8 236,202 314,354
Income tax Fri5 %t (39,331) (50,426)
Profit for the year £ EANHE 196,871 263,928
Other comprehensive (loss)/income Hi2m(E58E) K= (432) 1,116
Total comprehensive income for the year FE2EWRERE 196,439 265,044
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a. Revenue

Our revenue decreased by RMB114.6 million, or 7.2%, to RMB1,479.6
million for the year ended 31 December 2025 from RMB1,594.2 million
for the year ended 31 December 2024, primarily due to:

. Our revenue from wastewater treatment business decreased
by RMB93.7 million or 8.1% from RMB1,151.8 million for the
year ended 31 December 2024 to RMB1,058.1 million for the
year ended 31 December 2025. In particular, the construction
services income decreased by RMB80.7 million, which was
mainly due to the decrease in investment in construction
during the year; revenue from operating income decreased by
approximately RMB10.3 million, mainly due to the impact of
the disposal of three subsidiaries, including Zhaotong Guorun
Water, which was completed in the first quarter of 2024; and
financial income decreased by RMB2.8 million.

. Our revenue from water supply segment increased by RMB4.7
million or 2.7% from RMB174.4 million for the year ended 31
December 2024 to RMB179.1 million for the year ended 31
December 2025. In particular, water supply operating income
decreased by approximately RMB10.5 million; the construction
services income decreased by approximately RMB32.2
million, which was mainly due to the decrease in investment
in reclaimed water supply and fresh water supply projects in
2025; finance income increased by approximately RMB47.4
million, primarily due to the increase in repurchase income from

reclaimed water BT projects during the year.

. Our revenue from other segments decreased by RMB25.6
million or 9.6% from RMB268.0 million for the year ended
31 December 2024 to RMB242.4 million for the year ended
31 December 2025, primarily due to the decrease in other
types of revenue.
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b. Cost of sales

Our cost of sales decreased by RMB107.8 million, or 12.2%, to
RMB772.7 million for the year ended 31 December 2025, from
RMB880.5 million for the year ended 31 December 2024. Details are
as follows:

. Our cost of sales for wastewater treatment segment decreased
by RMB57.2 million, or 8.8%, to RMB592.9 million for the year
ended 31 December 2025, from RMB650.1 million for the year
ended 31 December 2024.

. Our cost of sales for water supply segment decreased by
RMB26.1 million, or 22.8%, to RMB88.2 million for the year
ended 31 December 2025, from RMB114.3 million for the year
ended 31 December 2024.

. Our cost of sales for other segments decreased by RMB24.5
million, or 21.1%, to RMB91.6 million for the year ended
31 December 2025, from RMB116.1 million for the year ended
31 December 2024.

c. Gross margin

Our gross profit decreased by RMB6.8 million, or 1.0%, to RMB706.9
million for the year ended 31 December 2025, from RMB713.7 million
for the year ended 31 December 2024, which was mainly due to
the decrease in gross profit from wastewater treatment segment of
RMB36.5 million, increase in gross profit from water supply segment of
RMB30.9 million and decrease in gross profit from other segments of
RMB1.1 million.
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7% EERHBRYN

Our gross margin increased by 3.0 percentage points from 44.8% for % {f§ ) £ F & {t & £2024F 128318 It & F
the year ended 31 December 2024 to 47.8% for the year ended 31  #44.8%1% N = # £2025412A31H It F E 1

December 2025. 47.8% -

. Our gross profit from wastewater treatment segment decreased .
by RMB36.5 million, or 7.3%, to RMB465.2 million for the
year ended 31 December 2025, from RMB501.7 million for
the year ended 31 December 2024. Our segment gross
margin increased by 0.4 percentage points from 43.6% for the
year ended 31 December 2024 to 44.0% for the year ended
31 December 2025.

. Our gross profit from water supply segment increased by -
RMB30.9 million, or 51.5%, to RMB90.9 million for the year
ended 31 December 2025, from RMB60.0 million for the
year ended 31 December 2024. Our segment gross margin
increased by 16.3 percentage points from 34.4% for the
year ended 31 December 2024 to 50.7% for the year ended
31 December 2025.

. Our gross profit from other segments decreased by RMB1.1 .
million, or 0.7%, to RMB150.8 million for the year ended
31 December 2025, from RMB151.9 million for the year ended
31 December 2024. Our segment gross margin increased by 5.5
percentage points from 56.7% for the year ended 31 December
2024 to 62.2% for the year ended 31 December 2025.

d. Selling expenses d.

B30 E - & -

B M5KERED EHE MK B Z=2024F12
AMMBLEFEMARBSITEETR D E
HZE2025F 12 A31A L FE M AR %4652
BB BREAARKIGSEEITHT.I%
A o B E R KA E £2024F 12 A31H
1F F JE H943.6% 1% N & & 2025912 A 31
HIEFEM44.0%  EMO4L4EET DB -

B A K 45 o ZB A E A1 B £ 2024 F12 A
MMBLFENMARB0OEE TLEMES
ZE2025F 12 A3 EFE M ARKIN.IE
Bt EMARE3098F & TH51.5% K
MO BEMNEWYEE2024F128318 1
F[ZH34.4%H N = & £2025F12 8310
IEFEEM50.7% &N T 16.31E & 5 2 -

T E A 5 EB Y E F e B 22024 F12 A 31
BEFEMARBISIOEE LR L EEHSE
2025F 12 A31H Lt FE W A R #150.88
BT REAARBIAEE THT% - &
ME D EEF L EHZE2024F12A83108 1E
F[Z H56.7%H I = & £2025F 12 A31H
IFEEMG2.2% @ 5.5 F 5 8 -

HEEH

Our selling expenses increased by RMB0.1 million or 9.1% from $§& & AN H £2024F12A31BLEFEH AR

RMB1.1 million for the year ended 31 December 2024 to RMB1.2 H & T
million for the year ended 31 December 2025.
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

e. Administrative expenses

Administrative expenses decreased by RMB24.7 million, or 32.5%, to
RMB51.4 million for the year ended 31 December 2025, from RMB76.1
million for the year ended 31 December 2024, which was mainly due to
the changes in the remuneration of employees, professional expenses
during the Reporting Period.

f. Net impairment losses on financial assets

Impairment losses on financial assets increased by RMB45.0 million or
34.9% from RMB129.0 million for the year ended 31 December 2024 to
RMB174.0 million for the year ended 31 December 2025.

g. Net other income

Our other income decreased from RMB23.1 million for the year ended
31 December 2024 to RMB7.3 million for the year ended 31 December
2025, representing a decrease of RMB15.8 million or 68.4%, which
was mainly due to a decrease in revenue from the disposal of
subsidiaries.

h. Other losses

Our other losses increased to RMB62.7 million for the year ended
31 December 2025, from RMB5.5 million for the year ended
31 December 2024.

i. Operating profit

As a result of the foregoing factors, our operating profit decreased
by RMB100.4 million, or 19.1%, to RMB424.5 million for the year
ended 31 December 2025, from RMB524.9 million for the year ended
31 December 2024. Our operating margins for the years ended
31 December 2025 and 31 December 2024 were 28.7% and 32.9%,
respectively.

J- Finance income
Our finance income decreased by RMB2.8 million, or 5.8%, to

RMB45.2 million for the year ended 31 December 2025, from RMB48.0
million for the year ended 31 December 2024.

ERNE EHERwWESW
e. {HEA

THEBEBRANREE2024F12A31BLFEHARK
76 1B BT RS EHE2025F12A31B IEFEE W
ARESIABE L BRIEAARM247H B T X
325% FEREARBEHANBIHIN TERDS
BHE -

f. CRHEERNBERLFH

TREEREBRNBE2024F12A31ALFE
MARMKE12208 B T MEHE2025F12A31H
EFEMARBIT40EE L BB A ARK4L5.0
B & J0834.9% °

g. H 4 7 F 8

RPN EMWEREBEE2024F12A31MBLFEN
ARMB231EE LB EZE £2025F12 4318 Ik
FEMARBIZSESET BREAARKISEEE
TLEk68.4%  TEHREEMB A r K= rmD -

h. H fth g5 18

B EMEBELEZ2024F 12831 EFEX
HEEiEARB5EELENER 20250124
BMMALFEMNEMEBIEARB27TEE L

i BEFH

AR B RE - B LS FDE 1 =2024 F12
A3MALFEMARB49EE TREZH=E
2025F12A31B IEFEM AR BA424585 8 -
fRiE A ARB10048 8 LH191% - R MR E =R
2025F 12 A31H %2024 F12 A31B L FEN K &
FE RS B 528.7% % 32.9% °

j B A

RPN WAREE2024F 128318 LEFEN
ARKABOE B TR EEH ZE2025F12A318 1k
FEMARBWBL2EET KIEAARK 2888
JL 55.8% °
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

EARE BEEEFWESH
k. Finance costs

Our finance costs decreased by RMB26.4 million, or 10.0%, to
RMB237.2 million for the year ended 31 December 2025, from
RMB263.6 million for the year ended 31 December 2024.

I Profit before income tax

As a result of the foregoing factors, our profit before income tax
decreased by RMB78.2 million, or 24.9%, to RMB236.2 million for the
year ended 31 December 2025 from RMB314.4 million for the year
ended 31 December 2024.

m. Income tax expense

We incurred income tax expenses of RMB50.4 million for the year
ended 31 December 2024 and RMB39.3 million for the year ended
31 December 2025 at effective tax rates of 16.0% and 16.7%,
respectively. Certain subsidiaries were eligible for the preferential
corporate income tax rate for small and micro-profit enterprises and
certain subsidiaries were eligible for the preferential 15% corporate
income tax rate under the “Western Development Policy” during
the year. In addition, certain newly upgraded wastewater treatment
facilities owned by certain PRC subsidiaries meet the criteria provided
in the catalogue for public basic infrastructure projects qualified for
corporate income tax preferential treatments and are entitled to three
years’ exemption from corporate income tax followed by three years of
a 50% tax reduction on relevant taxable income derived from such new
projects, and certain PRC subsidiaries used resources specified in the
catalogue of resources comprehensive utilisation projects eligible for
preferential corporate income tax rate and 10% of the income of such
subsidiaries was not subject to corporate income tax.

n. Total comprehensive income

As a result of the foregoing factors, our total comprehensive income
decreased by RMB68.6 million, or 25.9%, to RMB196.4 million for the
year ended 31 December 2025 from RMB265.0 million for the year
ended 31 December 2024.

k. B

BPMPBERAREE2024F12A3MBIEEER
ARB2636EE LR L EHE2025F12 A318 1
FEMARB272EE T BRiEAARK2648
& 705010.0% °

A B 15 B Bi FIH

MR Bl RE - F M AT AR E K B E2024
FIRANBLEFENAREIUMA4BETRLESE
F2025F12A3MBILEFEMARBK23625E T
fRig A ARET78.2H & T 524.9% °

m. EHEER

B RE E2024F12A3108 It F E X & £2025
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504E B LR ARKEIIEE L BEERES R A
16.0% & 16.7% - HR B PR AFEE LD FRA =
NEWFCEBELCEMBRBERRI S FAQA
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BEREREAEREXCEMSREERENA
HEMLEEBEEEHRPHNEE HHAEEHR Y
HEHEBEELEANBEEEBBA  Z(=Z2 =R ¥
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

2. Liquidity and Capital Resources

Our primary uses of cash are for investing in, constructing, operating
and maintaining our wastewater treatment and water supply facilities.
To date, we have funded our investments and operations principally
with bank loans, cash generated from our operations, equity
contributions and issuance of debt instruments.

The following table sets out our cash flows for the years indicated:

EARE EEESRESH

2. RBEEREXER

BMPNRSTEZARKRE BER KEREERM
MSKEBEREKRE 25 R1LE BMANKER
REMBESCTIEBBRTER KE2ELENR
E BELHERETERES -

TRHEINBEMAATRIFENRSRE

For the year ended 31 December
BE12A31BLEE

2025 2024
2025 4 2024 4
RMB’000 RMB’000

AR T ARETF T

Net cash (used in) from operating activities KEFHEREENRESFHE (524,162) 293,820
Net cash (used in) from investing activities EEFRHEREENRESFE (66,834) 75,666
Net cash from (used in) financing activities MEETHEELEERNR S FHE 613,651 (532,835)
Net increase (decrease) in cash and cash ReE kB FEMFEMOR D)

equivalents 22,655 (163,349)
Effect of change in foreign exchange rates EXRF TR (3) 238
Cash and cash equivalents at the beginning of the HEHIWIRE LB L EEY

Reporting Period 10,977 174,088
Cash and cash equivalents at the end of the WMEMRNBE e RREEED -

Reporting Period, presented by cash and bank AR & RIBITHE &5 R

balances 33,629 10,977

EREBKERMBERRE 2025F ER &
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

ERE EEEFWRESH
a. Net cash (used in) from operating activities

Our net cash used in operating activities primarily consists of cash
received from our clients for services provided by us, as well as cash
used in our operations for the purchase of raw materials and other
inventories, payments to suppliers and subcontractors, payments of
expenses such as salaries and benefits, and payments of interest and
income tax.

For the year ended 31 December 2025, our net cash used in operating
activities was RMB524.2 million, primarily comprising cash used in
operations amounting to RMB270.7 million, income tax paid amounting
to RMB21.8 million and interest paid amounting to RMB231.6 million.
The net cash from operating activities in 2025 decreased by RMB818.0
million compared with that of 2024, primarily due to a higher net cash
outflow for the payment between enterprises in 2025 as compared to
2024.

b. Net cash (used in) from investing activities

Our net cash used in investing activities primarily consisted of
repayments received from related parties, interest received, and
payments for purchase of property, plant and equipment and other
investments.

As of 31 December 2025, the net cash used in investing activities
amounted to RMB66.8 million, primarily comprising the purchase of
property, plant and equipment and the settlement of construction
costs amounting to RMB81.2 million, net collection of loans granted
to related parties amounting to RMBO0.2 million, interests received
amounting to RMB20.4 million, proceeds from disposal of property,
plant and equipment of RMBO0.1 million, and cash paid for the final
installment of the acquisition of equity interests in subsidiaries
amounting to RMB6.3 million. The net cash from investing activities
in 2025 decreased by RMB142.5 million compared with that of 2024,
primarily due to the fact that there were proceeds from the disposal
of subsidiaries and proceeds from the disposal of receivables under
service concession arrangements in the previous year, which did not
occur in the current year.

a. BEFH(RAELHEZFR

HMWEL2EHEANREEIRIELEMREMR
REMEFPURBRNASENEEPERREBE
EMHREMCEE RAHEFLRDEEMR XM
TERBRMNEERAUAERINMNERMEBHR -

HE20255F12A3MBEFE RN EHF
BB EFBEAARKSU2EE T TEAEK
EERANBEESARB2I07TEE T CHABHRA
RE218EETRENFEARK23168E T
2025F ERAETESHELENR S FER2024F R/
ARMEBIBOEE L X ZHMN20255FE XM %
MARERWBESF AL SEL2024F 7 -

b. REZB(RA)ELEHELFR

BN BREEHEANRE IR IERHKDNE
BMTER KIMNEEARBEAHE IHAR
BRETHEMKRE -

HE2025F12A3MHIENBEETHFERANE & F
HAARKGSHBE L XERE BETHE -
IWmEEZE HERSKANARESI2EE L.
BT ERFROARKI2EE L D WEF &
ARB204EBET LETHE - ITRNXERS
RBEARBVIEEBT MEBARRERERRX
NHESARKIABIL 2025 ERAEAETHE
EHRESFER2024FRLOAREI14258E T
FTEZEHRLEFFELHENBARAMBREMNE S
BFOREHBTITNERIEMBR XNFAFHE

ZIEM o
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS
EARE EEESRESH

c. Net cash from (used in) financing activities c. HETBEE(FRAINELFH

Our net cash from financing activities primarily represents repaying ®fIWREETHELENR S FEITE AEE LI
and obtaining borrowings. Our net cash generated from financing BEH RFMREEZHNIR & F5E h & £2024
activities increased from net outflow of RMB532.8 million for the year F12 831 B IFFEMNF R L AR ES53287F & T 1%
ended 31 December 2024 to net inflow of RMB613.7 million for the fIIE#H £2025F12A3MB L FENFRAARE

year ended 31 December 2025. 613.7TEE T °
3. Working Capital 3. EEEX

The table below presents our current assets and current liabilities as of TR R RA PR FANRHEELR RS AE

the dates indicated: K FFIE -
As at 31 December
W12A831H
2025 2024
2025 £ 2024 F
RMB’000 RMB’000
AR#Fx ARK T
Current assets REEE
Receivables under service concession HHEEEHBETHOEKNKIE
arrangements 18,873 19,496
Amounts due from customers for construction EREFEEARBRK
contracts 47,107 24,581
Inventories FE 6,642 6,212
Financial assets at amortised cost N#HEK AT ENESREE 59,400 119,600
Trade and other receivables JE AR 3R R H i R 6,668,835 5,809,617
Restricted funds ZREE S 3,501 25,965
Cash and bank balances e RIRITHEH 33,629 10,977
Total current assets mBEEME 6,837,987 6,016,448
Current liabilities nEAaK
Trade and other payables J& 1t B 30 % EL Ath & A5 3K 1,846,713 1,984,442
Contract liabilities ARARE 13,772 30,127
Tax payables J& < % 18 257,932 190,597
Borrowings B & 3,030,567 2,490,841
Total current liabilities REBaBEAE 5,148,984 4,696,007
Net current assets REBEEFE 1,689,003 1,320,441
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

P2, L S -

B I/NE

EEEBRWRESTN

We recorded net current assets of RMB1,689.0 million as at
31 December 2025 and net current assets of RMB1,320.4 million as at
31 December 2024.

a. Receivables under service concession arrangements

Our receivables under service concession arrangements refer to the
outstanding receivables arising from our construction services (for BOT
projects) or acquisition considerations (for TOT projects) throughout a
concession period. Under our BOT and TOT agreements, the amounts
of receivables under service concession arrangements will be settled
by tariff payments to be received during the operation phases of our
BOT and TOT projects (adjusted by operation services and finance
income). The portion of the receivables under service concession
arrangements due within twelve months from a particular balance
sheet date is classified as current assets as at that balance sheet date

and the remainder is classified as non-current assets.

Our receivables under service concession arrangements decreased by
RMBO0.6 million or 3.1% from RMB19.5 million on 31 December 2024
to RMB18.9 million on 31 December 2025.

b. Inventories

Our total inventory increased by RMB0.4 million, or 6.5%, to
RMB6.6 million as of 31 December 2025 from RMB6.2 million as of
31 December 2024.

Our inventory turnover days increased from 2.9 days on 31 December
2024 to 3.0 days on 31 December 2025 (calculated as the average
inventories for the relevant year divided by the cost of sales recognised
for the relevant year, multiplied by 365 days. The arithmetic mean of
the opening and closing balances of inventories is used for the years
ended 31 December 2024 and 2025).

c. Amounts due from customers for construction contracts

The portion of amounts due from customers for construction contracts
due within twelve months from a particular balance sheet date is
classified as current assets as at that balance sheet date and the

remainder is classified as non-current assets.

Our amounts due from customers for construction contracts increased
by RMB22.5 million, or 91.5% to RMB47.1 million as of 31 December
2025 from RMB24.6 million as of 31 December 2024.

MR20256 12 A31H k2024512 A31H - & M 1%
RBEEFENINAARKIE68.0BETEAR
¥1,3204B 8 T °

a. HHEEREGHETHERSE

BT CEERETRERREEREBASS
HEA HEERkE(GIBOTEE M S )k WIEH(E
(MTOTHEHEMB)MTEE N K& E B IWKE - R
FMOBOTRTOTHiZ - AT & = T o EK
FEEARMMPBOTRTOTIE B E L H M KERK
ERFELEKELERBEUARBERAAE)-
BERFCEERGBRASREA T -MAARIBHNE
MREEBETNERIBESOEDEABEZ
EEBERAHORDEE MEKBIWH
BIERBEE -

BP0 B R AR R 1 & T A B ORI 182024 4 12
A3EWARKB195BEE LRI ARBO6EE T
53.1% £ 2025F 12 A3 B ARE18B9BE T °

b. &

RPN FEE@5EMA2024F12/8318 8 A R #6.2
BETEMARK0IE B T 56.5% = 20254F 12
A31AMARY66H&ET

HMW7FEEE X2 H2024F12 8318 2.9k 1
MME2025F12A31B M3 0K (L AEBFERFEYF
EBRNEHFEMBERNBEEKANERIAGSKTE -
H E2024F £2025F 12 A31B It FEKRBGEFEH
MEBREHHNERTEHE) -

c. EBEREFEES BN

BRNEEEAGBRAHET T —EAAARIMOE
WEFPREARZABOIBN B REEZEERR
ZRAHNRBEE MAKBORDERIER

BMMWEREFEEARZMA2024F12A318K
ARME246F BT MARKE2258 87T 591.5%
E2025F 12 A3MEMARBIATIEE T -
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

d. Trade and other receivables

Our trade and other receivables classified as current portion primarily
consist of (i) trade receivables from local governments, related parties
and third parties; (ii) other receivables from related parties, third parties
and local governments; and (iii) prepayments. Our trade receivables
are amounts due from customers for operation services provided to
the customers in TOO, TOT and BOT projects. Our other receivables
primarily consist of loans granted to and interest receivable from
related parties, and VAT refund yet to be received. Our prepayments
primarily consist of prepayments for electricity and energy or goods.

The following table shows the breakdown of our consolidated trade
and other receivables classified as current portion as of the dates

P Y S -

BINE

EHEBFmRETWN

d. FE U R 5k B B b JE Y X

BMOEAETEI D6 ME IR & E M ER R E
EEBEGERFBT - BB A RE=ZFERXK: (i)
FEW RS c B=h Rib 5 BT E M RIE - K(ii)
AR - RMOHEKRERZIEARETOO  TOT -
BOTEHEHECARFRMUHMNELREMERSE
FPRBHFE - BMOHEMERRBEEIZRER
BEHSE 5 5% M B KR IR B A R R IR Y B A
MEMR ENREIELEBENESN ERAKER

&,
=7

TREIIRARBHREMOBERRB B O NAE G
R W AR R T EL At R W R AR AR

indicated:
2025 2024
2025 2024 %
RMB’000 RMB’000
AR #F AREFr
Current: mE
Trade receivables: FE W BR R
— Third parties - =1 244,509 222,636
— Related parties — 8 B 227,929 228,337
— Local government — i 5 BT 5,102,271 4,137,952
— Loss allowance —-EBEREE (237,133) (160,861)
Trade receivables - net B ER K-8 5,337,576 4,428,064
Other receivables: H b JE WK
— Third parties -F=F 99,374 174,436
— Related parties — s 1,147,451 1,154,707
— Local government — b 75 BT 25,200 28,582
— Loss allowance —EBERE (78,852) (50,241)
Other receivables — net HitEW -8 1,193,173 1,307,484
Prepayments: TEA R
— Others —HE Aty 138,086 74,069
Prepayments — net BEAR-FHE 138,086 74,069
Trade and other receivables —net BWEREEtERR-FE 6,668,835 5,809,617
RBRAEMKBREHOSERLA 2025F E R E
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

P 7 N - - )

B I/NE

EHEEBFmRETWN

Our net trade and other receivables classified as current portion
increased by RMB859.2 million, or 14.8%, to RMB6,668.8 million as
of 31 December 2025 from RMB5,809.6 million as of 31 December
2024, reflecting in (i) an increase in trade receivables due from local
government by RMB964.3 million, or 23.3%, to RMB5,102.3 million
as of 31 December 2025 from RMB4,138.0 million as of 31 December
2024; (ii) a decrease in amounts due from third parties by RMB75.0
million, or 43.0%, to RMB99.4 million as of 31 December 2025 from
RMB174.4 million as of 31 December 2024; (iii) a decrease in amounts
due from related parties by RMB7.2 million, or 0.6%, to RMB1,147.5
million as of 31 December 2025 from RMB1,154.7 million as of 31
December 2024; and (iv) an increase in total prepayment of RMB64.0
million in 2025.

The ageing analysis of trade receivables of our Group is shown as

follows:

BMDEAERE I DO E YRR & E i &R FOF
B H2024F 12 A31 B M A R#5,809.6 5 & 7T 1 i1
AR #850.2H & 7T 5014.8% £2025F 12 A31 A &
AR #6,668.85 & JL o B B 1IN & B TE (i) FE UK i
J5 B RT &Y FE U BR 3R 2024412 A31H A R #4,138.0
BE T MARI43H B T 3£23.3% = 20254
12A3MANARE510238 8T (VEWE=ZH
B TE 12024 F12 ABIE WA RB1T448 B T
A AN R #7508 B T 243.0% £ 2025F 12 A 31
B ARBI.4H & (i) UK B 5N KEH
202412 ABMHAMARB114TEE THL AR
728 & JT 20.6%E2025F 12831 0 A R ¥
114755 BT K(iv)2025F BRI RABEMAR
#64.08 & T °

AEBEEWRERKRRTOT

As at 31 December

®12A31H
2025 2024
2025 F 2024 F
RMB’000 RMB’000
AR¥Frx ARKFoT
— Within one year —1F A 1,378,009 1,370,811
— Over one year and within two years —122%F 1,296,473 1,162,766
— Over two years —HiB2F 2,900,227 2,055,348
5,574,709 4,588,925

(a) Ageing analysis of gross trade receivables at the respective
balance sheet dates, based on sales invoice, is as follows:

(@) REBEBEEBEBEXRBE REHEZZNREWR
BB ZREDHNOT

As at 31 December

®m12H31H
2025 2024
2025 % 2024 &
RMB’000 RMB’000
AR®TFT ARETF T
— Within one year —1F AR 1,378,009 1,370,811
— Over one year and within two years —1E24F 1,296,473 1,162,766
— Over two years —BiE2F 2,900,227 2,055,348
5,574,709 4,588,925
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

The Group does not hold any collateral as security.

The following table sets out our receivable turnover days for the
periods indicated:

EARE EEESRESH

AEBTEFEEMERRIERER-

TREIHIRAIHAERMOERKBEE RS

As at 31 December

W12A31H

2025 2024

2025 % 2024 F

Days Days

x x

Trade receivable turnover days(" JEWREFRBE XHO 1,204.6 913.1

Trade and other receivable turnover days® FEWER K EMmERFBEERH 1,539.2 1,173.1

Notes: Mt -

(1) Calculated as the average net trade receivables for the relevant period (1) REBFRETFHRURRFFERAGAER KA

divided by the revenue for the relevant period and multiplied by 365
days. The arithmetic mean of the opening and closing balances of trade
receivables is used for the years ended 31 December 2024 and 2025.

(2) Calculated as the average net trade and other receivables classified
as current portion for the relevant period divided by the revenue for the
relevant period and multiplied by 365 days. The arithmetic mean of the
opening and closing balances of trade and other receivables is used for
the years ended 31 December 2024 and 2025.

Our trade receivables turnover days increased by 291.5 days in 2025
as compared with 2024, mainly due to the delays in government
payment during the Reporting Period.

e. Trade and other payables/Contract liabilities

Trade and other payables

Our trade and other payables primarily consist of trade payables, other
payables, staff salaries and welfare payables, payables on acquisition

of property, plant and equipment, payables on acquisition of land use
rights from related parties, and accrued taxes other than income tax.

P R PABB5 R T H - #l £2024 F 2025412 A 31
REFERAEBEKERGRARE RN E BT
BE-

(2) REBMEFROBERARDBONTHRKERRE
it F& WX SR0F B RR A A BE F R U A B 3Rk A 365 K AT
H o B E2024F &2025F12A31B I FEHRAE
WEHEAKEMERFDNRAREHRNEHTY
Ao

M A B UL BR FXE 88 K 212025 F £:2024 F 12 N
20156k T EARBMEARNT I RBLEBEEH -

e. Bt RAMEM SHEE

BANENERREMENREIERERENEN
HthEAR EABIIEMEN BETHE-
ITHERBOEMNR RBEBIBE L BE MR
B FE < R M B PR AS TR AN O BB S AR AR -
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

A

ERE BEHESRREDW

The following table shows the breakdown of our trade and other TREH RS B BRI A EA R R E M E R
payables as of the dates indicated: A 4

As at 31 December

W12A31H
2025 2024
2025 4 2024 5
RMB’000 RMB’000

AR#BF T AR T T

Trade payables FE 14 BR 3K 869,682 789,715
Other payables b FE 5K 567,169 849,277
Staff salaries and welfare payables JENEE T T & FME N 121,564 112,863

Payables on acquisition of property, plant and BETHE IHREXBEOERMK
equipment 221,586 167,706

Payables on acquisition of land use rights from MK AEE LihERENERMSK
related parties 31,000 31,000
Accrued taxes other than income tax B BT 15 B O B9 FE 5T B 3K 35,712 33,881
1,846,713 1,984,442

Contract liabilities

As at 31 December

®12A31H
2025 2024
2025 £ 2024 5
RMB’000 RMB’000

AREEFT AR T T

Contract liabilities cRBE

— Related parties kil 2,921 2,921

— Third parties - =1 10,851 27,206
13,772 30,127

Our trade and other payables decreased by RMB137.7 million, or 6.9%, % 1 # J& - ik 3% & H fth 8 {F 3 8 2024 F 12 A 31 H
to RMB1,846.7 million as of 31 December 2025 from RMB1,984.4 M ARK1,98445E LRV ARK137.7E B T
million as of 31 December 2024, which was mainly due to the decrease  6.9% 22025412 A31H M A R #¥1,846.75 & T
in other payables to related parties in 2025. F E [ /2025 H fh & BB T RIE R D e
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

On each balance sheet date, the ageing analysis of gross trade
payables based on the invoice dates is as follows:

EARE EEESRESH

REEEREAR REFEANOHENERE
HzERHFOT

As at 31 December

W12A831H8
2025 2024
2025 % 2024 F
RMB’000 RMB’000

AR#BTF T ARBET T

— Within one year —1FENRA 392,247 559,120
— Over one year and within two years —1E2%F 341,338 133,547
— Over two years —BiB2F 136,097 97,048

869,682 789,715

As at 31 December 2024 and 2025, except for other payables arising
from financing nature, all trade and other payables of the Group were
not required to pay interests, and their fair values approximated their
carrying amounts due to their short maturities.

The following table sets out our payable turnover days for the periods

72024 4F K%2025F 12 A31MHA - BERBRE M E K
ZHMEMRIN REBHMAEREMER - Ei
ENRHEFIMNANE -TH BNERREAE
NRESHARS EAnEBEEEREEEMRL -

TREIIRATHERMNOENKRBEE RS

indicated:
As at 31 December
®12A31H
2025 2024
2025 F 2024 F
Days Days
x x
Trade and other payables turnover days( J& 11 BR 30 B EL At FE A5 SRR 8 R B O 904.9 697.4
Trade payables turnover days® FERT BRI R EH@ 392.0 257.9
Notes: M &t -
(1) Calculated as the average trade and other payables for the relevant (1) REBFHEFHENERREMENKBRIAEB

period divided by cost of sales for the relevant period and multiplied by
365 days. The arithmetic mean of the opening and closing balances of
trade and other payables is used for the years ended 31 December 2024
and 2025.

(2) Calculated as the balance of trade payables at the end of the relevant
period divided by total purchase of materials for such period and
multiplied by 365 days for the years ended 31 December 2024 and
2025.

FRIEERANBEFRUISKTE - H E2024F &
2025F12ABMA L FERABENERR LM FE
NHRBREREHOEHFHE -

(2) 1% 48 B 4 TR 5K A B 3K % 9 Bk DA AR B 4 [ AT IR
MR BRI B £2024 5 20254124318 1E
FEI65KRFH

EREMKBERBERLE 2025F EH &
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

ERE EEEAWESH

Our trade payables turnover days increased by 134.1 days in 2025
as compared with 2024, mainly due to the increase in trade payables

during the Reporting Period and the decrease in total purchase as BREFAERMTRER-

compared with the last year.

B P920254F &+ BR 3k &9 48 ¥ X 2 $2024 F 1 N
1341 K T EERBEHEMFEZTEMBRER

The Directors confirm that up to 31 December 2025, there was no £ E# R # £2025F 128310 EN R AN X

material default in payment of trade payables.

4. Indebtedness

a. Borrowings

NI E|EHRERED -

4. ‘IE

All of our borrowings are denominated in RMB (2024: RMB, HKD or IR E K A A R B (2024F - AR - B L3k

USD). Some are pledged by sewage treatment revenue, waste sanitary 2= 7o) 51 © 35 & 3K A5 K E 2 I & -
landfill construction project revenue, and pledge of equity of the JRERH Wz WEB AR KEED A
MO BE BERZIEEER BHBERRAE
EHARIREFERE - TREINMTABHRMD

subsidiary, some are secured by our property, plant and equipment and
some are secured by corporate guarantee issued by the Company, etc.

The following table shows our borrowings as of the dates indicated: &

As at 31 December

®12A31H

2025 2024
20254 2024 %
RMB’000 RMB’000
AR¥TT ARBFT

Non-current portion R B AR
Unsecured long-term borrowings RERHEBHER 299,880 337,800
Secured long-term borrowings ERHOEHER 1,861,625 1,760,538
Total non-current borrowings ERBEREHE 2,161,505 2,098,338

Current portion i B &0

Unsecured short-term borrowings REROEHER 331,769 705,285
Secured short-term borrowings EROFEER 2,698,798 1,785,556
Total current borrowings MEERARE 3,030,567 2,490,841
Total borrowings BB E 5,192,072 4,589,179

2025 Annual Report Kunming Dianchi Water Treatment Co., Ltd.
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

The weighted average effective interest rates at each balance sheet
date are as follows:

Weighted average effective interest rates

o0 4 F 39 B R R K

P Y S -

BINE

EEEBRWRESTT

REEBBEROHAOMBEFTHERMEMNT

As at 31 December

®12A31H
2025 2024
2025 £ 2024 4
4.24% 5.77%

As of 31 December 2025 and 2024, our total borrowings amounted to
RMB5,192.1 million and RMB4,589.2 million respectively, mainly due
to the increase in total borrowings for the year of RMB602.9 million as
a result of the increase in the Company’s capital requirements during
the Reporting Period. Among our indebtedness, borrowings amounting
to RMB2,445.8 million and RMB1,679.7 million as of 31 December
2025 and 2024 respectively, were secured by our sewage treatment
revenue.

As of 31 December 2025, we did not have any breaches of covenants
in the loan agreements that could materially affect our business
operations and no bank has withdrawn any banking facilities previously
extended to us or demanded early repayment of borrowings. As we
have the ability to obtain borrowings from other banks, we believe
that we are not subject to any potential risk of withdrawal of banking
facilities or early repayment of outstanding loans. As of 31 December
2025, we had not received any requests for early repayment of the
principal or interests under any of our loan agreements.

The table below sets out the maturity profiles of our borrowings as of
the dates indicated:

7$2025 %2024 F12A31 8 RPN E KL ED 7
BARBS1921EEB TR ARKA458925 &L
HRABREHAARARBES T REN Bt AF
BRBEEMT ARK6029BE T RFIEEF
H £2025% }&2024F12 A31 B {E XA R#2,445.8
BELERARK1,679.78 B LA 5 KE B KR E
BIR -

HZE2025F12A31 8 HZMUEERERERHH
NRZAOMGERMEBEEEREATENBN
MERITBE ZAE FTEMOEMMBITREE IR
MEREEER BREMBE IR EMRITE
BEX ALHEMRAYTERERITHRERE K
RABEEXNANBELER - & E2025912H8318 -
TEKITWRAEERMERBZEBLAS K
FEMBR-

TREIAMREHARMERNZEBR

As at 31 December

®m12H31H
2025 2024
2025 % 2024 F
RMB’000 RMB’000
AR¥Frx AREFoT
On demand or within 1 year BIER sk 1 F A R 3,030,567 2,490,841
Between 1 and 2 years 122%F 1,268,716 844,235
Between 2 and 5 years 2FE5F 729,610 1,085,745
Later than 5 years 5% Ak 163,179 168,358
5,192,072 4,589,179

BREMKBERGERLAF

2025 & R

Iff
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

P2, S
B I/NE

EHEEBFmRETWN

As of 31 December 2024 and 2025, our net gearing ratios were 46.5%
and 48.7%, respectively. Our net gearing ratios as at 31 December
2025 increased by 2.2 percentage points as compared with 31
December 2024, primarily due to an increase in net debt resulting from

a rise in total borrowings.

Except as disclosed above, as of 31 December 2025, we did not
have any loan capital issued and outstanding or agreed to be issued,
bank overdrafts, loans or other similar indebtedness, liabilities under
acceptances or acceptable credits, debentures, mortgages, charges,

hire purchases commitments, guarantees or other material contingent

liabilities.
b. Commitments
(a) Capital commitments

Capital expenditures contracted for at each balance sheet date, but not
yet incurred are as follows:

Property, plant and equipment

T8E ITHRR&ZH

R2024%F 202512 8318 RPN FEEAE
Lt & 5 Bl £46.5% K% 48.7% ° 18 B A B £ 2024 F 12
A31H  ZMEE2025F12A3MEANFEERE
EEREmM22EE DU ETEABERBEIE AN B
BB FHEBEREH-

B ESCRTHEEIN B E2025F12A318 © &
TEIMNEHETRHAEEXREZHTNEES
R-BITEST ERLEMBEUER RELBEX
EAEAE EREF LB EH BEAE.E
REEMBEAKBAERE -

b. Vg

As at 31 December

WN12A31H
2025 2024
2025 4 2024 F
RMB’000 RMB’000
AR#FT ARBTFT
833,903 84,030

(b) Concession projects and construction projects contracted at

each balance sheet date, but not yet incurred are as follows:

Concession projects and construction projects

FIFBEBLEREAR

(b)

As at 31 December

®12A31H
2025 2024
2025 2024 5
RMB’000 RMB’000
AREBFT ABRKT T
706,710 730,962
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

c. Capital expenditure

Our capital expenditure mainly comprises purchases of land use rights,
property, plant and equipment and intangible assets. Our capital
expenditure was RMB161.2 million and RMB283.0 million for the years
ended 31 December 2024 and 2025, respectively. We expect to fund
our contractual commitments and capital expenditures principally
through net cash generated from our operating activities and proceeds
from borrowings.

Our capital expenditure for each of our segments as at the dates
indicated below is as follows:

ERNE EHERwWESW
c. HAHZ

EMOEARAIIZREBELHERAE T8
E BMERZIHEREREE- - #H £20244F %2025
FNRAMNBLEFE BMANELAHAIZDINAAR
112 E TR AR 28308 - HMBEHE
ZRABEMEETHELENBR S FE BRAE
REAEBAMNARAEREAMIIREERS -

RTNAMRABRRME D BNEARRA T

As at 31 December

W12A831H
2025 2024
2025 4 2024 F
RMB’000 RMB’000
AR#Fx ARKFr
Wastewater treatment 75 7K R B2 213,976 28,007
Water supply K 4a 68,982 45,238
Others H b - 87,945
Total S 282,958 161,190

Based on our current business plan, we expect to incur capital
expenditure amounting to RMB36.3 million for the year ending
31 December 2026. Our anticipated capital expenditure is subject to
change from time to time based on the reassessment of our business
plan, prevailing market conditions, regulatory environment and outlook
of our future operational results.

5. Off-balance sheet arrangements

Save as disclosed in this report, as of 31 December 2025, we did
not have any outstanding off-balance sheet guarantees, commodity
forward contracts or other off-balance sheet arrangements. We do not
engage in trading activities involving non-exchange traded contracts.
The Group’s policy is not to participate in and invest in any financial
products that are speculative and/or have significant risks. In the
course of our normal business, we do not enter into transactions
involving, or otherwise form relationships with, unconsolidated
entities or financial partnerships that are established for the purpose
of facilitating off-balance sheet arrangements or other contractually
narrow or limited purposes.

RERMOENEBHE RRERERBE
2026 12 A31H L F A £ A ABEARBI6I
EETRMOENEAD L TR BERMES
HECEMTR EERARARMEELERDH
EETHELL -

5. BERBERIIZH

B3R & T E E SN R2025F12 A31H
TEEMNAREENEEABRIMER BARES
EHREMEERBERIZHE BRMABRKEES
RERZGEEARNNRZES AEEZHRE
T2ERITRERFEMAEREMER/REEK
FEzemERL REMOKLLBIESR - HAH
BEAAHERIUXZIIUNEMIRABAELET
ME RESREEEEBERILHABEMLSE
WRBEREREOMBYINMBEHBRIT LR
5 o

EREMKBERBERLE 2025F EH &
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

ERNE EHERWREDH
6. Exchange rate risk and management

All foreign currency borrowings of the Group for the current period
have been repaid, and there was no balance of foreign currency
borrowings at the end of the year. Therefore, the Group did not face
significant exchange rate risks and did not use financial instruments to
hedge against such risks as at the end of the Reporting Period.

7. Employees and remuneration policies

Relationship with Employees

As of 31 December 2025, we had 1,073 full-time employees, all of
whom were in China and most of whom were based in Yunnan. The

6. B E R EE
AEEXAHIEEROCDEE FRIFEIE

ERBE-EH RBERR AEBERAHEEX
MEZXRER TRERBERTARYPER -

7. & 8 % # B B3R

HETH R

202512318 HFE1073B 2 REE 2
MEPEH ABHEEE - TR K ME=2025

following table sets forth the breakdown of our employees by function F12A31HZEEZ D WIEEFMA :
as of 31 December 2025:

Number
Function i & A
Management and Administration BB RITHE 192
Finance Bt 1% 44
Research and Development it & 57
Quality Monitoring == 196
Marketing & 8 21
Operations e 519
Construction and Maintenance B 44
Total Fa 1,073

We recruit our employees on the open market. Compensation for
our employees includes post wages, performance-based wages,
allowances and subsidies, overtime payment, bonuses and other
staff benefits. For the years ended 31 December 2024 and 2025, our
employee benefits expenses amounted to approximately RMB171.6
million and RMB145.5 million, respectively.

We believe our employees are the most valuable resources to achieve
our success. To ensure the quality of our employees at all levels, we
have in-house training programs to train our staff. New employees at
our production facility receive trainings pertinent to their job duties. We
have established a science and technology innovation training center,
which provides more training courses for our employees.

BMEAEMBELBERE -KMEBENRI2
FEMNIE BRAITE -E2HE NMEIE 88
MHMIE B ®F o B E E20244F [20254F 12 A 31
HEFE BMOEERBFAIZDINANOARKE
17T1I6EETMARK1455HE T °

MRS EEMESKINEREEER R
E@%Xi&ﬁ,\ﬂ’]%/ﬁé BP9 &R QR AR 5
AEREERHAEI IHMNFTETIERXER
BEHENEI - RARAMEEINH L BERAM
METRHEEZHEI -
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

The labor union communicates closely with the management regarding
labor matters and represents our employees’ interests. During the
Reporting Period, we had not experienced any interruptions to
our operations caused by major labor disputes and there were no
complaints or claims from our employees which had a material adverse
effect on our business. The Directors believe that we have a good
relationship with our employees. During the Reporting Period, the
Group had no major labor disputes which might produce significant
impact on the normal business and operation of the Group.

8. Contingent liabilities

As of 31 December 2025, the Group did not have any significant
contingent liabilities.

9. Material charges on assets

As at 31 December 2025, the Group’s secured bank borrowings and
other borrowings are secured by:

(i) certain rights and income of wastewater treatment, water
supply and other concession rights (comprising operating
concessions and receivables under service concession
arrangements) which are under the management of the Group
pursuant to the relevant service concession agreements signed
with the grantors;

(i) certain equipment of the Group’s wastewater treatment
facilities;

(iii) the entire interest in and revenue arising from the waste
sanitary landfill managed by the Group under the relevant
waste sanitary landfill concession agreements signed with the
grantors; and

(iv) the Group’s pledge of equity interests in certain subsidiaries
held by it.

P Y S -

w7V E

EEEBRWRESTT

TERRBINME REWBSTEEEERE
ENEB BREPRN BMLERERL 443
HWEZPH TEHRMANEBELEBRESH
METRFERE - EZRAR/BMERENHER
RiF - HREPRN AEEALBEANEREBUHY
AEBEREBLEEELETEATE -

=

HEAE

FE2025F12A3M A AEBETEFTAMEANKE

o

s
&

-

9. EXEERR

M2025F12A3ME  AEBEZEEARTEER
HEETD AT & BAERR

(i) HAKREREER T ORI HBERE S
AEBEMEREZE TS KEE #HKE
Hemiegakhs(BRFTFEERR
Pl 755 55 T #E % BF R WK R ¢

(ii) REERE T SKEERMBHREG:

(i) HAAEEBRBEARTARITZHEBELES
FAEREmEECHEES2HMES K
SmIERER: R

vy HBAEESFENHOMEBERRANKREEE
R
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

ERE EEESWESH
10. Major investment and acquisition

On 29 September 2021, the Company (as the asset entrustor) entered
into an asset management agreement (the “Mutual Trust No. 5
Asset Management Agreement”) with Bosera Capital Management
Co., Ltd. (as the asset manager) and Kunming Branch of China
Merchants Bank Company Limited* (B RTRHBER AR RHD
77) (“China Merchants Bank”) (as the asset entrustee) in relation to
the investment and management of the entrusted assets. Pursuant to
the agreement, the Company agreed to entrust an amount of RMB300
million as the entrusted assets for investment in the credits of accounts
receivable held by Kunming Agricultural Development Investment Co.,
Ltd. (“KADI”) for a term of 3 months. The Company invested RMB300
million in such asset management plan. On 31 December 2021, the
parties to the agreement entered into a supplemental agreement in
relation to the extension of the term of the Mutual Trust No. 5 Asset
Management Agreement, extending the term of the Mutual Trust
No. 5 Asset Management Agreement and the asset management
plan thereunder to 10 April 2022. For details, please refer to the
announcements of the Company dated 29 September 2021 and
31 December 2021.

The Mutual Trust No. 5 Asset Management Agreement has expired on
10 April 2022. As at the maturity date, the asset manager allocated
the assets under the asset management plan to the Company in their
current status as at the maturity date in accordance with the terms of
the Mutual Trust No. 5 Asset Management Agreement. For details,
please refer to the announcement of the Company dated 11 April 2022.

As at the end of the Reporting Period, such asset management plan
accounted for approximately 0.4% of the total assets of the Company.
As at the date of this report, KADI has yet to fully repurchase such
creditor’s rights of the trade receivables.

10. EARERWE

R2021F9A298  ARRI(EAEEZ T A)EE
REAERAERRARAEREEEEAN)RBAR
TROBRARERSITTBERIIT) (EREE
ABANREREEZREREBIIVEEERES
REESREETEARAD Bt A2ARE
LR BEARBIBETEAZRXEE ARNKER
FEPREUEREAEBERAFN(EVNERERRRE
EDRBENEWRERERE HR A3MEA - A2A A
MZEEBEEREARKIET - 7KR2021F12
A31B GRESFFTHESHEETRARLER
GHEPMAGZ BEEREEEBARRKRAESR
THEEEETEMNHARERE2022F4/108 -
HEFERAQT A A202149 A29A8 k20214
122A3MAMAE-

M2022F4 108 EE5REEEEE R I H-
RESE BEEEBRABRBEESHREAEEESAR
HMEAE NEBEZIHBEZEETEFEBEBTE
ERRAARAI#ETI R FEBRAQA B H
A2022F4 11BN RE -

RBEHAR ZREEEEAIANERRAEE
BEMNA% NAREEH ERRXERRKRE
R 5T 2 O BB K R AR BR AR E A
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

The Company intends to invest RMB69.3 million to implement the
Expansion and Renovation Project of Kunming No. 7 and No. 8
Water Purification Plants. To ensure the smooth implementation of
the Expansion and Renovation Project, the Company entered into
the Engineering, Procurement and Construction General Contracting
(EPC) Contract for the Expansion and Renovation Project of Kunming
No.7 and No.8 Water Purification Plants ({2 88 ™ % £+ A\ K& JF
fEmiE D RER B R KRB R IEEBEPC)E R)) (the
“EPC Contract”) with the joint contractors (i.e. China Railway No.10
Engineering Group Co., Ltd. and Beijing General Municipal Engineering
Design & Research Institute Co., Ltd.) on 6 July 2025 in accordance
with the tender results. Pursuant to which, the Company agreed
to entrust and the joint contractors agreed to provide engineering
services, procurement, and construction work for the Company’s
Expansion and Renovation Project. The consideration underlying the
EPC Contract is approximately RMB57.7 million. For details, please
refer to the announcement of the Company dated 8 July 2025.

During the Reporting Period, the Group did not have any significant
investment with a value of 5% or more of the Group’s total assets as
of 31 December 2025 (including any investment in an investee with
a value of 5% or more of the Group’s total assets as of 31 December
2025).

The Company’s investments mainly focus on its main business. Prior
to project investment, the Company will conduct feasibility study
and analysis of the relevant project to confirm that the project is
feasible and meets the rate of return required by the Company before
implementation. On the basis of prioritising the investments in the main
business and related industries, and in accordance with the progress
of project implementation, the Company will manage idle funds, if any,
to improve the efficiency of capital utilisation on the premise of keeping
the risks under control. The management and use of idle funds of the
Company are currently mainly aimed at ensuring the safety of funds
and achieving reasonable returns. The Company will not invest in
non-principal guaranteed investment products such as financial assets
held for trading.

Save as disclosed above, the Group had no new plans of major
investments or capital and asset acquisition as of 31 December 2025.

=]
ke

P Y S -

w7V E

EEEBRWRESTT

ARBMIEEARBOIEETLEMERME £ -
NKEFLEBMBEARNEED -ARRESHESR
EMIEFNERE REBELER  R202567H6H -
AArHEBEARBABIFTETREEER QA A
LtRTTERIERFAHARER AR QAR KR
BAmEL \KEFEBREAREEE K& KB
K T8 B(EPC)ER) ([EPCERE]) ° &Kt - &
ARRAEZAMBAABARERAARER X
EHEBRHETREIERKE I I{E  EPC
ERBEBTHASANHENBARESTTEE L.
HFEBRARBIHEHA2025F7TA8HMAE -

RB|EBAN AEERBEEGEHE2025F12A8
MMEAEEEELBENSIIN EHEARKRE(R
FHHEEEARNTMEE  EEMEMGEHZE2025
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EeEARE-ARAHMEEASWNERRERA
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B Fat R EIN - B £2025F12A31H KNEEE
FREARESIBEBAELREENTE -
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

A N = Iehe =1 A
FRE BEEEGWESW
11. Material acquisition and disposal of subsidiaries,

associates and joint ventures

During the Reporting Period, the Group did not enter into any new
material acquisition or disposal contracts involving subsidiaries,
associates, or joint ventures.

12. Loans to Certain Entities

On 9 June 2022, the Company entered into the entrusted loan contract
(the “Entrusted Loan Contract”) with Kunming Construction and
AmRER
#t) (“Panlong District Rural Credit Cooperative”),

Kunming Panlong District Rural Credit Cooperative* (£
ENERAER
pursuant to which the Company entrusted Panlong District Rural
Credit Cooperative to provide a loan of RMB310 million to Kunming
Construction with an annual interest rate of 8.5% which shall become
due on 8 June 2023. KDI provided a full and joint liability guarantee
for the entrusted loan transaction under the Entrusted Loan Contract;
on 9 June 2023, the parties entered into the entrusted loan extension
agreement (the “Entrusted Loan Extension Agreement I”) for the
Entrusted Loan Contract to extend the term of RMB180 million of
the principal amount thereunder to 8 June 2024; on 29 April 2024,
the parties entered into the entrusted loan extension agreement (the
“Entrusted Loan Extension Agreement II”) for the Entrusted Loan
Contract and the Entrusted Loan Extension Agreement | to extend the
term of RMB180 million of the principal amount thereunder to 7 June
2026. For details, please refer to the announcements of the Company
dated 9 June 2022, 9 June 2023, 12 June 2023 and 29 April 2024,
respectively, and the circular dated 17 May 2024.

M. WEBRA HEAAREELAMNERNNK
BRUE

RBEHAN AEE L EHNZTEAMBLQAF - B

BRALKEERAMERKRERLEEAR -

12 HKTFREBHER

ZNUNESIDiS 2022%6}%955@ B IR K BT AR B
BEENERAERT(BRERNERSEBLD

xgaTéa%Eﬂ%ﬁéH((%%ﬁ%ﬂ%%’xAm)v
HAARZRALEEENEAGEBRELRAE PR
BREARBIIETHER T X AB85% K
2023 F6 ASHE B -ERENKERZTE RE
HRERBETZAERXRIRE2HEFEARE
R R2023F6 AR EHREAXEREBRA
REZAEFRAGZ(ERXERBHHmH)
BEBTHAS ARE18ETLEEH A REHE2024
F6H8H : N2024F4A298 FHREZAXE XK
TADH&i&“%ﬁ%@ﬁ%%uJi&%,TAJE,HHT%
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LA B Hl &22024F5 17 B 8 8 (X
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

On 24 October 2022, the Company entered into the entrusted loan
contract (the “Chenggong District Entrusted Loan Contract”)
with Kunming DIG and Kunming Chenggong District Rural Credit
Cooperative* (REFAMEE R EN{EA & EH 1) (“Chenggong
District Rural Credit Cooperative”), pursuant to which the Company
entrusted Chenggong District Rural Credit Cooperative to provide a
loan of RMB200 million to Kunming DIG with an annual interest rate of
8.5% which shall become due on 24 September 2023; on 22 September
2023, the parties entered into the entrusted loan extension agreement
(the “Chenggong District Entrusted Loan Extension Agreement
I”) and the supplemental entrusted loan extension agreement (the
“Supplemental Entrusted Loan Extension Agreement I”) for the
Chenggong District Entrusted Loan Contract to extend the term of
entrusted loan with principal amount of RMB200 million to 24 August
2024. On 15 July 2024, the parties entered into the entrusted loan
extension agreement (the “Chenggong District Entrusted Loan
Extension Agreement II”) for the Chenggong District Entrusted Loan
Contract, the Chenggong District Entrusted Loan Extension Agreement
| and the Supplemental Entrusted Loan Extension Agreement | to
extend the term of entrusted loan with principal amount of RMB200
million to 24 July 2025. On 19 May 2025, the parties entered into
the entrusted loan extension agreement (the “Chenggong District
Entrusted Loan Extension Agreement IlI”) for the Chenggong District
Entrusted Loan Contract, the Chenggong District Entrusted Loan
Extension Agreement |, the Supplemental Entrusted Loan Extension
Agreement | and the Chenggong District Entrusted Loan Extension
Agreement Il to extend the term of entrusted loan with principal amount
of RMB200 million to 24 June 2026 with an annual interest rate of 6.0%.
For details, please refer to the announcements of the Company dated
24 October 2022, 22 September 2023, 13 November 2023, 15 July
2024 and 19 May 2025, respectively, and the circular dated 6 June
2025.
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On 16 June 2023, the Company entered into the entrusted loan
contract with Anju Group and Jinma Branch of Kunming Guandu Rural
Cooperative Bank* (R B EENAERITSHEZT) (“Jinma
Branch of Guandu Rural Cooperative Bank”), pursuant to which the
Company entrusted Jinma Branch of Guandu Rural Cooperative Bank
to provide a RMB80 million loan to Anju Group with an annual interest
rate of 8.5% and a term commencing on 16 June 2023 and ending on
16 June 2024. On 13 June 2024, the parties entered into the entrusted
loan extension agreement (the “Guandu Rural Cooperative Bank
Entrusted Loan Extension Agreement I”) for the entrusted loan
contract to extend the term of entrusted loan with principal amount
of RMB72 million to 16 June 2025. On 13 June 2025, the parties
entered into the entrusted loan extension agreement (the “Guandu
Rural Cooperative Bank Entrusted Loan Extension Agreement
II”) for the entrusted loan contract and the Guandu rural cooperative
bank entrusted loan extension agreement | to extend the term of
entrusted loan with principal amount of RMB72 million to 16 June 2026
with an annual interest rate of 6.0%. For details, please refer to the
announcements of the Company dated 16 June 2023, 13 June 2024
and 13 June 2025 respectively.

On 29 April 2024, the Company entered into the mutual guarantee
agreement with Kunming Water Group Co., Ltd.* (& BF /K 7§ & &
BBREFEAA]) (formerly known as Kunming Water Supply Group
Co., Ltd.* (R ER/KEBEER A 7)) (‘Kunming Water Group”),
pursuant to which the Company and Kunming Water Group agreed
to provide guarantees in respect of the liabilities relating to the loans
obtained by the other party for a cumulative amount of not more than
RMB500 million each, which shall be non-recurring upon full utilization
of the amount, and the term of the guarantees to be provided in
respect of each loan shall not be more than five years from the date
of signing of each loan guarantee agreement. On 11 November 2025,
the Company and Kunming Water Group entered into the Financing
Guarantee Framework Agreement, pursuant to which Kunming
Water Group will unilaterally provide an additional guarantee of up to
RMB500 million in aggregate for loans/credit facilities granted to the
Company and its absolutely controlled subsidiaries, and the guarantee
amount can be utilized in a recurring manner.

As of the end of the Reporting Period, Kunming Water Group has
provided guarantees for the Company’s loans of RMB103.8 million,
and the amount of guarantees provided by the Company for Kunming
Water Group was RMB100.0 million (for details, please refer to the
announcements of the Company dated 29 April 2024 and 11 November
2025 and the circular of the Company dated 22 May 2024).
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According to the knowledge of the Company, Kunming Construction,
Kunming DIG, Anju Group and Kunming Water Group are all controlled
or held by the Kunming SASAC, and Kunming DIG holds approximately
15.58% of the shares of Kunming Construction. Save as disclosed
above, Kunming Construction, Kunming DIG, Anju Group and Kunming
Water Supply Group are not related to each other, and neither are they
the connected persons as defined in the Listing Rules.

On the basis of prioritising the investments in the main business and
related industries, and in accordance with the progress of project
implementation, the Company will manage idle funds, if any, to
improve the efficiency of capital utilisation and increase revenue
on the premise of keeping the risks under control. When selecting
counterparties, we will conduct necessary due diligence on them,
including the assessment of their financial position, cash flow situation,
ultimate beneficial owners and legal risks, etc., and consider the risk
of capital recovery based on the counterparties’ operating conditions
and past cooperation. In terms of the method of granting loans, we
will grant funds through bank entrusted loans to incorporate the
repayment of principal and interest by counterparties into the bank
credit supervision system, promote counterparties to perform their
obligations of repayment of principal and interest pursuant to contracts,
and reduce the risk of the Company. When granting loans, we will
determine the interest rate of loans to be granted with reference to the
then applicable loan prime rate for RMB loans of the same period and
our own financing costs, so as to protect the Company’s reasonable
returns. In terms of the approval of granting loans, the Company has
formulated policies such as the “Three Important and One Large
Matters (= & — X)”, which together with the articles of association
stipulate clear division of the relevant approval authority for granting
funds. During the Reporting Period, the approval procedures for
granting loans have been effectively implemented as required. In the
future, the Company will continue to pay attention to the operation
of the counterparties by continuously obtaining the periodic financial
information of the counterparties and enquiring the market information.
If there are significant changes in the financial position and operation
of the counterparties, the management of the Company and the Board
will follow up and take corresponding measures in a timely manner
to ensure the safety of the Company’s capital. After comprehensive
assessment, there were no indications of significant impairment for the
abovementioned entrusted loans as of 31 December 2025. None of the
asset ratios (as defined under Rule 14.07(1) of the Listing Rules) in
respect of the aforementioned entrusted loans exceeded 8% such that
disclosure is required under Rule 13.15 of the Listing Rules.
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13. Pledge of Shares by the Controlling Shareholder

On 24 October 2022, KDI, the controlling shareholder, entered into an
agreement with Agricultural Bank of China Limited Kunming Dianchi
National Tourism Resort Sub-branch (the “Lender”), to pledge up to
198,080,068 domestic shares in the issued shares of the Company
(the “Pledged Shares”), in favour of the Lender as security for a
loan facility in an aggregate amount of RMB200,000,000 granted to
the Company (the “Loan Facility”). The Pledged Shares represent
approximately 19.25% of the total issued shares of the Company, and
are expected to be discharged and released upon repayment of the
Loan Facility in full. For details, please refer to the announcement of
the Company dated 23 October 2022. As of the end of the Reporting
Period, the Loan Facility has matured and the Company has fulfilled all
related repayment obligations, while the procedures for the release of
the Pledged Shares are still in process.

14. Facility agreement subject to due performance of specific

conditions by the controlling shareholder

On 25 March 2022, Dianchi International Holdings Limited (the
“Borrower”), a direct wholly-owned subsidiary of the Company, as
borrower and the Company as guarantor signed a facility agreement
(“Facility Agreement”) with various banks (the “Banks”). Pursuant to
the Facility Agreement, the Banks will provide the banking facilities of
up to USD300 million or equivalent foreign currency (the “Facility”)
to the Borrower. The final repayment date of the Facility shall be the
date falling 36 months after the first withdrawal date. Pursuant to the
Facility Agreement, if Kunming SASAC no longer directly or indirectly
owns more than 51% of the share capital of the Company, it would
be deemed as a change of control, and the Banks would be entitled
to cancel their loan facilities pursuant to the Facility Agreement and
to declare that all amounts outstanding under the Facility (including
interests accrued) and all other amounts shall immediately become due
and payable (unless waived by the majority of the Banks). For details,
please refer to the Company’s announcement dated 25 March 2022.
In 2023, the Company entered into a pledge of receivables contract
with Bank of Communications (Hong Kong) Limited (as the guarantee
agent), pursuant to which the Company pledged the trade receivables
of RMB800 million held by it to Bank of Communications (Hong Kong)
Limited to provide guarantee for the loans under the loan agreement
signed by the Group on 25 March 2022.

During the Reporting Period, the Company has fully performed all its
obligations for the repayment of principal and interest under the Facility
Agreement in accordance with the relevant provisions of the Facility
Agreement.
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A. EXECUTIVE DIRECTORS

As of the end of the Reporting Period, the profiles of Directors and
senior management of the Company are as follow:

Mr. Zeng Feng (% $%), aged 61, joined our Group in August 2021.
Mr. Zeng was appointed as an executive Director and the Chairperson
on 16 September 2021 and is responsible for strategic decision
making of our Company’s operations. Mr. Zeng is the chairperson
of the Strategy and Investment Decision Committee, and a member
of the Remuneration and Appraisal Committee and the Nomination
Committee.

From August 1985 to May 1993, Mr. Zeng worked at the Southwest
Aviation Forestry Protection General Station of the Ministry of Forestry
(MREZBFE A= EMA ). From May 1993 to January 2006, he
worked at the Administrative Committee of Kunming Hi-tech Industrial
Development Zone (RS XMEXMEEEZE) and served as
deputy chief officer, chief officer, assistant to director and deputy
director of the finance department and director of accounting and
settlement center, during which he also attended a postgraduate
course in business and economics at the Chinese Academy of Social
Sciences (F B Z R Z6T) from December 1996 to November 1998.
From January 2006 to November 2010, he worked at the Management
Committee of Kunming Airport Economic Zone (BT B ERE
>€) and served as the person in charge and head of the finance
department, deputy director of the management committee, member
of the Party working committee, and vice mayor of the People’s
Government of Guandu District. From November 2010 to August 2021,
he worked at Kunming Development Investment Group Co., Ltd. (£
BRI E LB AR A7) and served as deputy secretary of the Party
committee and secretary of the disciplinary inspection committee,
chairman of the trade union, general manager, secretary of the Party
committee, director and chairman of the board of directors, during
which he also served as the secretary of the Party committee and
chairman of the board of directors of Kunming Dianchi Investment
from March 2011 to June 2012. He also concurrently served as a
non-executive Director of the Company from January 2011 to June
2018, and served as a director of Kunming Dianchi Investment from
December 2021 to November 2025.

Mr. Zeng graduated from Yunnan Finance and Trade College (£
B Z Ep7) in June 1990, majoring in accounting. He also obtained
the accounting professional and technical qualification certificate in
October 1994.

EEREREERBGEHRE

A. BITES

REBEEREHR ARAFEERSAREEEGE
MERMT :

WL L 61 M2021F8A MA X EE > B
202159A16HEZ X AN TES EFKR AR
RARMBBAR CAEABBARLERES
BEeXTZ£8 FWEEXZESRREEEE S

o

\

A
1o

\

@A A1985F 8 A E1993F5 A ph B A M E ST
B MR 22 7 MR AR U TAM1993 45 3 200641 A 5t B
REPeTRNTEXRAEEEZE FEAM B
REIXEARE FERE BREYE BEREHXS
FPAEEB L EE BRE G N1996F 12 4 £ 1998 4
MAZMPEMHENEBREELCBEEEHRRER
RIS E: H2006F 1A E2010F 11 AL X E A
TELEREZE BEAVERIBRAREA -BE:
EZBREIFE EIZZE BEEBARBNER
£ R2010F11 B E2021 8 AN ERAEER
BEEERAR EOXEZIELRLEZER I
CXIF BLCE EZTEL BEE EFRCOBM
B R2011EIAE2012F6 A FAEEREBREE
ZERX EEER2011F18 E£2018F6 A F I A
NAEIEMITE F N2021F12 A £2025F 11 A 5%
TERELREES-

BREMI0F6AEEXERNEMUEBRETEX -
R1994F10 A ESSMELRMEREE

BEREMKBERHAERLF 20255 EHE

61



62

CHAPTER SEVEN PROFILES OF DIRECTORS AND SENIOR MANAGEMENT

FLtE SEEREREEEGE

In 2025, Mr. Zeng, as the legal representative, executive Director, and
chairman, has been subjected to restricted consumption measures
in a legal proceeding of the Company (for details, please refer to the
announcement of the Company dated 2 December 2025).

Mr. Chen Changyong (Bf& &), aged 56, joined the Group in June
2019 and has been the general manager of the Company since 10 July
2019, responsible for the Company’s operation management. He
was appointed as an executive Director on 19 June 2020. Mr. Chen
is currently a member of the Strategy and Investment Decision
Committee.

Mr. Chen worked in the Land Acquisition Office of the Municipal
Land and Resources Bureau of Kunming (EBME +&JRB) from
August 1999 to November 2002 and served as the deputy director
of the general office of the Municipal Land and Resources Bureau of
Kunming from November 2002 to January 2005. He joined Kunming
Dianchi Investment, the Controlling Shareholder, in September 2004
and until March 2016, he successively served as a member of the party
committee, director, deputy general manager, deputy secretary of the
party committee, secretary of the disciplinary committee and chairman
of the labor union of Kunming Dianchi Investment. He was a director
and the secretary to the party committee of Kunming Drainage System
Management Co., Ltd. (RAHKZRIEEEEREEAF) (a subsidiary
of Kunming Dianchi Investment) from March 2016 to June 2019. He
has served as a director of Kunming Land Development Investment
and Operation Co., Ltd.* (2™ T HAFIRELEFREEAF]) since
November 2025. He joined the Company in June 2019.

Mr. Chen graduated from the Changchun Institute of Geology, Jilin
Province, China (K& E 2Ft) with a bachelor's degree in July 1992,
majoring in geology and mineral exploration and graduated from the
Changchun Institute of Geology with a master’s degree in July 1995,
majoring in mineral prospecting and exploration. Mr. Chen graduated
from Kunming University of Science and Technology (ERFE T K£)
with a doctorate in July 1999, majoring in mineral prospecting and
exploration in the Department of Territorial Development and Urban
and Rural Architecture. Mr. Chen is also a senior engineer.
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Ms. Lian Zhaoju (EF8 %), aged 54, joined the Group in July 2025 and
was appointed as an executive Director in September 2025.

From July 1992 to January 2000, Ms. Lian worked as a creditor in
the business department of Kunming County and Rural Enterprise
Development Co., Ltd.* (EFAMHBEEMEAF) (now known as
Kunming Gangtong Logistics Group Co. Ltd.* (2B R REEER
‘A A])); an accountant in Kunming State-owned Assets (Shareholding)
Operation Co., Ltd.* (EFATBIBEEE (FR) KLEBREERA]) (now
known as Kunming Gangtong Logistics Group Co. Ltd.* (2B EBYR
£EBRAF])) from January 2000 to December 2005; from December
2005 to February 2010, she worked in Kunming State-owned Assets
Management and Operations Co. Ltd.* (ETREEEEELES
[REE27]) (now known as Kunming Gangtong Logistics Group Co.
Ltd.* (ERBRYWREEBGR AR )), where she served as a deputy
manager of the finance department and manager of the finance
department, and during the period, she worked (on a part-time basis)
at the Kunming Branch of China Minsheng Banking Corp., Ltd. (FE
RAERITIRMBRR AT ), from February 2010 to July 2025, she worked
in Kunming Industrial Development and Investment Co. Ltd.* (287
EXEMEIEFREMAR]), where she served as a manager of the
finance department, financial controller, director, member of the Party
committee and chairman of the labor union, etc.; from January 2016
to November 2017, she served as a director and chairman of Kunming
Pulden Environmental Protection Technology Co., Ltd. (2@ ER
REHERE D BBRAF]) (a company once listed on the National Equities
Exchange and Quotations Co., Ltd. (2B /NCERNEERGERE
f£27))); from December 2016 to July 2025, she served as a director
of Yunnan Hongta Bank Co., Ltd. (EFEALERITRMHBERAR); from
February 2023 to December 2024, she served as a director and
chairman of Shanghai Xinhou Financial Leasing Co., Ltd.* (/&= E &t
BEHRERRRAT).

Ms. Lian obtained a Master of Science in project management in June
2015 from the University of Greenwich of the United Kingdom. Ms. Lian
studied at Kunming Finance and Trade School* (EF™MEI & £#) and
Yunnan College of Finance and Economics* (ZfEf &EE[T) (now
known as Yunnan University of Finance and Economics (Z R 8 & A £))
majoring in finance and Central University of Finance and Economics
(PR B4 4 A ) majoring in public finance and holds the title of senior

accountant.
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In 2024, Ms. Lian, due to the issues of non-market issuance of
bonds and untimely disclosure of information by Kunming Industrial
Development and Investment Co., Ltd.* (R E X H AR EBERE T
’x A)) where she held office, was subject to the regulatory measure of
issuing warning letters by the Yunnan Securities Regulatory Bureau in
her capacity as the then responsible person of information disclosure.
In 2017, Ms. Lian, due to the failure of Kunming Pulden Environmental
Protection Technology Co., Ltd. (E A EBERRBMERHBER A
7l) where she held office to disclose its annual report on time, was
subject to the self-disciplinary regulatory measure of issuing a warning
letter by the National Equities Exchange and Quotations Co., Ltd. (&
B/ ERR D EERLG AR EF A F)in her capacity as the
then chairwoman (for details, please refer to the announcement of the
Company dated 25 July 2025).

B. NON-EXECUTIVE DIRECTORS

Mr. Xu Jingdong (¥ % 3), aged 58, joined our Group in June 2023
and was appointed as a non-executive Director of our Company on
29 June 2023. He participates in the development of our business
strategies. He is currently a director of Kunming Dianchi Investment.

Mr. Xu worked at Kunming Price Bureau* (EHM¥WER) from
December 1990 to March 1993; worked at Kunming Television Station*
(EMHEEA) from March 1993 to March 2009 as deputy director of the
community channel and deputy director of the broadcasting guidance
office; worked at Kunming Radio and Television Network Co., Ltd.*
(EFEEERBHBARETAA]) from March 2009 to November 2013
as project team leader and project director; worked at Kunming Herui
ERRAIRIE & AR A7) from November 2013 to
July 2019 as deputy general manager and general manager; worked

Investment Co., Ltd.* (

at Kunming Dianchi Investment since July 2019 to March 2026 as
a director and deputy general manager, and currently serving as a
director at Kunming Dianchi Investment; and has been a director and
the general manager of Kunming Luobo River Reservoir Construction
Management Co., Ltd.* (REBAZE B KEZREEFRETAF) from
February 2024 to November 2024.

Mr. Xu graduated from Yunnan Arts University (&7 £1i7£
1989 majoring in drama writing and directing.

) in July

Ms. Cheng Yijing (B 14&F), formerly known as Cheng Nan (i
%), aged 55, joined the Group in August 2024 and was appointed
as a non-executive Director of the Company on 21 August 2024 to
participate in the formulation of our business development strategies.
Currently, she is an expatriate full-time director of Yunnan Investment
Holding Group Co., Ltd. (EE &R EEREBFR Q).
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Ms. Cheng worked at the Kindergarten of Kunming Rubber Company*
EEATKRBAFLYZE) from October 1995 to April 2000 (during
which she studied computerized accounting at Yunnan University);
worked at Yunnan Tourism Investment Co., Ltd.* (EFARIEHRES
fR /2 F]) from September 2006 to June 2015 successively as a deputy
business director, deputy office director and office director of the
investment management department; worked at Yunnan Yuntou Hotel
Development Co., Ltd.* (2 ZE/EZEE AR A 7)) from June 2015 to
January 2019 as a full-time vice chairman of the labor union; worked
at Yunnan Sports Industry Investment Co., Ltd.* (EFAEEEXKRE
BIRA7F]) from January 2019 to April 2022 successively as director
of party work department, member of the party branch and deputy
general manager; worked at Yunnan Human Resources Development
Co., Ltd.* (EMANEARAZEAREEAT) from April 2022 to August
2024 served successively as a member of the Party general branch,
deputy general manager, general legal counsel and chief compliance
officer; and has served as an expatriate full-time director of Yunnan
Investment Holding Group Co., Ltd. (EEEREEREBBRQF])
since April 2024; and has served as the director of Yunnan Southwest
Consulting Co., Ltd.* (EfEFEREA#AMR 2 E]) and Yunnan Provincial
Tourism Investment Co., Ltd.* (Em & KEZIZREHR A F]) since August
2024.

Ms. Cheng graduated from the Department of Earth Science, Yunnan
University in July 1995, majoring in geography (teacher’s training). She
was certified and admitted with level 3 enterprise human resources
professional vocational certificate by the Ministry of Human Resources
and Social Security of the PRC in November 2023.

Ms. Gao Yuan (5#%), aged 37, joined the Group in September 2025
and was appointed as a non-executive Director on 26 September
2025. She participates in the development of our business strategies.
She is currently the manager of the asset management department of
Kunming Industrial Development and Investment Co. Ltd.* (EPAE %M
BREBREMERLQA).

Ms. Gao worked as a teller at the Xiqu Branch of Chengdu Rural
Commercial Bank Company Limited (5 #8272 RITRMNER A F)
from July 2014 to April 2015; worked at Kunming Venture Investment
Co., Ltd.* (RFRAIEKREHFREE A A]) from July 2015 to February
2017; has been working in Kunming Industrial Development and
Investment Co. Ltd.* (RBAEXFEFREGREEAT) from February
2017 to present, where she has served as a deputy manager of
the construction management department (safety and security
department), deputy manager of the land development department and
manager of the asset management department, etc; and has served as
the director of Kunming International Flora Auction Trading Centre Co.,
Ltd.* (RFREIBRIEAHER 5 L AR A F]) since August 2025.
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Ms. Gao graduated from Xichang University in June 2011, majoring in
Land Resource Management, and obtained a bachelor’'s degree; and
graduated from Sichuan University (9)/|X2) in June 2014, majoring
in land resources management and obtained a master’s degree.
Ms. Gao is a senior economist, an intermediate chemical analyst and
holds a professional qualification certificate of real estate appraiser,
a qualification certificate of land appraiser, a qualification certificate
of securities practitioner and a qualification certificate of accounting
practitioner in the People’s Republic of China.

C. INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Zha Guiliang (E&R), aged 46, joined the Group in November
2023 and was appointed as an independent non-executive Director
on 13 November 2023. He is involved in making major decisions and
advising on corporate governance, connected transactions and various
matters relating to the Directors and senior management. Mr. Zha is
currently the chairperson of the Audit Committee, a member of the
Remuneration and Appraisal Committee and a member of the Strategy
and Investment Decision Committee.

Mr. Zha has been working in Southwest Forestry University (78 #%
A2 since July 2004, engaging in financial management and teaching
of accounting; during this period, he conducted research on corporate
social responsibility and sustainable accounting (carbon accounting)
at Western Sydney University, Australia as a visiting scholar under the
Yunnan local public scholarship programme from November 2017 to
November 2018; he has been working on a part-time basis at Yunnan
Tianrui Accounting Firm Co., Ltd.* (E@ KIin &6 =K AR A 7))
since May 2014; and he served as a director of Kunming Expressway
Construction and Development Co., Ltd.* (EAT =R QBB R FERHD
AR A7) from August 2023 to July 2025.

Mr. Zha graduated from Yunnan University of Finance and Economics
in July 2004 with a bachelor’s degree in accounting; and graduated
from Yunnan University of Finance and Economics in July 2011 with a
master’s degree in accounting. Mr. Zha is also a PRC certified public
accountant, an accountant and a lecturer.

Ms. Fu Jifang ({T#7%), aged 54, joined our Group in December 2025
and was appointed as an independent non-executive Director on
23 December 2025. Ms. Fu participates in making significant decisions
and advises on corporate governance, connected transactions, and
various matters concerning Directors and senior management. Ms. Fu
is currently the chairperson of the Nomination Committee and a
member of the Audit Committee.
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Ms. Fu worked at Kunming Bus Group Co., Ltd.* (R AR EBEFRET
‘A 7)) from November 1991 to June 2025, where she has successively
served as accountant, deputy manager of the finance department,
manager of the finance department, chief accountant, member of the
Party Committee, and financial controller, etc. Ms. Fu served as a
director of Kunming Bus Group Co., Ltd.* (EFAAXEEERET AR
from January 2016 to July 2025; and served as a member of the Party
Committee and financial controller of Kunming Water Group Co., Ltd.*
(ERT/KIEEE GRS T AR]) from June 2025 to October 2025. She is
currently a director of Kunming State-owned Assets Management Co.,
Ltd.

Ms. Fu graduated from Kunming Lixin Accounting School in July
1991; and graduated from Beijing Foreign Studies University in 2018,
majoring in finance. Ms. Fu is also a senior accountant.

Dr. Chan Ho Wah Terence (R %), aged 56, joined our Group in
September 2025 and was appointed as an independent non-executive
Director of our Company on 26 September 2025. Dr. Chan participates
in making significant decisions and advises on corporate governance,
connected transactions and various matters concerning Directors
and senior management. Dr. Chan is currently the chairperson of the
Remuneration and Appraisal Committee and a member of the Audit
Committee and the Nomination Committee.

Dr. Chan possesses over 30 years of experience in real estate and
infrastructure investment and financing, as well as capital operations
of listed companies. He is the founding vice president of The Hong
Kong Independent Non-Executive Director Association and serves
as the chairman of the ESG and Sustainable Investment Committee.
Currently, he serves as the chairman of Bay Area Capital Partners
Limited* (Z@&ZAER A7), a visiting professor in the Department
of Architecture and Real Estate of The University of Hong Kong,
senior advisor to China Energy Conservation and Environmental
Protection (Hong Kong) Investment Co., Limited* (FF BI&I8EIRIR (FH)
&AM AA]), and the independent non-executive director of Wang
On Properties Limited (Stock Exchange Stock Code: 1243), CASH
Financial Services Group Limited (Stock Exchange Stock Code: 510)
and Shanghai Industrial Urban Development Group Limited (Stock
Exchange Stock Code: 563).

Dr. Chan has held positions at Savills plc, Lai Sun Group, Nan Fung
Group, Tsinlien Group Company Limited* (ZEEB AR A &), Tianjin
Development Holdings Limited (Stock Exchange Stock Code: 882),

Grosvenor Asia Pacific Limited* (= &7 (32)1) &) and Hongkong
and Shanghai Land Capital Ltd.* (BB HEBZARAGR A A]).

FLtE EERSREERBEE

2 ER1991F11 A E2025F6 AR EH AKX
BEERETARIIE BEAST MEHIERE
MBI EE BRetm EZZE HBELESH
e m I 8MR2016F 18 =22025F7 A ETE ¥
AREBERETRFEE 1202596 4 =2025
FI0R HEATKEEEEREARAEERZE
BRI BRE - BRIERBREELEEERER QA
BEEo

%

T TR IMETAEXEREB L ESTER:
R2018FEXERILFIBERBEABEHETE
ZrIhAESHR S -

BRiEZEM T 565 W2025F9A MAKREER - IF
R2025F9A26B E XX AARRABILIERITE
E-RELQ2HELERRFTERCEES S BE
REUREBEFESLTEENSEEERME
Emo-REBITRAFWEEZZESIEEZE &
ATZEEeRRRELZEBEEE -

RELHEAIOBFLADEERRBER LT A A
ERNEBEERR REBBUFATEEH SRS
Blgk UETESGHAFKEKEZEEIRE B
FEREAXERAFAEIRE BEARBEERREH
EEREFEHER TEOHERR(EFBIREERA
AERER RRMWEFR R B0 AR R :
1243) KRESMBRBEBEBR QA (B RPAERN
RE:B10OREBEEUTHESREAR AR (B
TSR 563) B IFMITESE -

RELENE - ATFTRGEHEE FTEBHEE.
EEHLEE EHMEERARLAAF REBRER
BERABEZMAB MRS 882) 5= aHGEEM)
SEREBMEEAFERAAMER -

BEREMKBERHAERLF 20255 EHE

67



68

CHAPTER SEVEN PROFILES OF DIRECTORS AND SENIOR MANAGEMENT

FtE EERSREEEBEE

Dr. Chan obtained a bachelor’s degree in mechanical engineering from
The University of Hong Kong in 1993; a master’s degree in real estate
from The University of Hong Kong in 2005; and a doctor of philosophy
degree in economics from The Wang Yanan Institute for Studies in
Economics* (L ap A& E BT FEPE) at Xiamen University (EFIAKE) in
2017. Dr. Chan possesses professional qualifications as a Chartered
Financial Analyst (CFA) in the United States, a Senior Certified
Practising Accountant (CPAC) in Australia, a Senior Royal Chartered
Surveyor (RICS) in the United Kingdom, and a Senior Financial
Technology Professional.

D. SENIOR MANAGEMENT

Each member of our senior management satisfies the qualification
requirements under the relevant PRC laws and regulations for his or
her position. The senior management is responsible for the day-to-day
management of our business. The following table sets forth the
information regarding our senior management as at the end of the
Reporting Period:

Name Age Position Roles and responsibilities
#A F# B AEREE
Mr. Chen Changyong 56 Executive Participating in the
Director and Company'’s strategic
General decision-making and
Manager being responsible for the
Company’s operation and
management
REBEE 56 RTESHE 2HERAEBRER
e BEARAMNELER
Mr. Mu Yong 51 Deputy General  Assisting the general
Manager manager in the
daily operation and
management of the
Company
BERAE 51 BlagE BHRRBAEALRAN

HREEERIH

2025 Annual Report

RELR19BFRMBEEAERMIRERELE
iz i R2005FMEEBEAEFMWESBELTEM : X
017 FREBEEMAREITHEENERLESLE
TEL-RELHEFXBRETFSBROMED  RIMNE
REMEA REERERFHAUEN BEXE
BB R EEER -

EEMEREXRBOREMBAPERRREZRY
HEBUMNERERL BREEEEEARRA
BEEBNEE - TR BESHREHES
REBEKRENER:

Relationship with
other Directors,

Supervisors

Date of joining and senior
Appointment date our Group management
HEMES-
MAFEEY EEREREER
ZiEAH =] BB &
Appointed as general June 2019 None
manager on 10 July 2019
and as executive Director
on 19 June 2020
20197R10BEZEAR 201946A i
B2 k202056 A
9REZTAHTES
Appointed as deputy general November 2023  None

manager in December
2023
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Mr. Chen Changyong (FR& &) is an executive Director and the
general manager of our Company. Please see the section headed
“Profiles of Directors and Senior Management — A. Executive Directors”
in this report for details of Mr. Chen Changyong'’s biography.

Mr. Mu Yong (¥#5), aged 51, joined the Group in November 2023 and
was appointed as the deputy general manager in December 2023 to
assist the general manager in the daily operation and management of
the Company.

Mr. Mu worked at the Kunming Zhangjiu River Drinking Water and
Water Supply Engineering Construction Administration Bureau (283
TERAFOKEK TIRZFZEIRD) from September 1999 to May 2007;
from May 2007 to May 2014, he worked at Clear Water and Seawater
Source Development and Construction Branch of Kunming Water
Supply Group Co., Ltd. (B8R ERKEEFR D RNEKE KRG ZE
%972 F]), where he served as the deputy manager of the technical
department and the manager of the technical department; from May
2014 to November 2023, he worked at Kunming Water Group Co.,
Ltd.* (ERAT/KISER AR &2 7)) (formerly known as Kunming Water
Supply Group Co., Ltd.* (R 8 K/KEEEFRAF]), where he served
as the head of the technical department; he currently serves as the
secretary to the party committee, deputy general manager, and the
chairman of the trade union of the Company, and currently also serves
as the secretary to the party committee and executive Director of
Kunming Wastewater Treatment and Operation Co., Ltd. (&8 T35k
BRI ELERETAR]), awholly-owned subsidiary of the Company.

Mr. Mu graduated from Harbin University of Science and Technology
(FHHBIE T K2) with a bachelor’'s degree in July 1997, majoring
in machinery design and manufacturing; he graduated from Harbin
Institute of Technology (% /& T2 X 2) with a master’s degree in July
1999, majoring in mechanical and electronic engineering. Mr. Mu is
also a senior engineer.

Except as disclosed above:

(1) none of our Directors has any interests in any business, which
competes or is likely to compete, either directly or indirectly,
with our business;

(2) none of our Directors and senior management has been a
director of any public company, the securities of which are
listed on any securities market in Hong Kong or overseas in the
three years immediately preceding the date of this report; and

(3) There is no other information that needs to be brought to the
attention of the Shareholders under Rule 13.51(2) of the Hong
Kong Listing Rules.
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E. COMPANY SECRETARY

On 28 November 2025, Mr. Chiu Ming King resigned from his position
as the company secretary of the Company. At the Board meeting
held on 28 November 2025, Ms. Tsui Sum Yi was appointed as the
company secretary of the Company.

Ms. Tsui is an associate of both The Hong Kong Chartered Governance
Institute and The Chartered Governance Institute. Ms. Tsui is currently
a senior manager of company secretarial services in Vistra Corporate
Services (HK) Limited with over 10 years of experience in the company
secretarial services industry and provides company secretarial and
compliance services to companies of different backgrounds.

Ms. Tsui obtained a bachelor of business administration in corporate
administration and a master of corporate governance from Hong Kong
Metropolitan University (formerly known as The Open University of
Hong Kong) in June 2010 and June 2013 respectively.
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CHAPTER EIGHT REPORT OF THE BOARD OF DIRECTORS

The Board hereby submits the annual report together with the audited
financial statements of the Group for the year ended 31 December
2025.

A. BUSINESS REVIEW

1. Operating Environment and Prospects

In recent years, the Party Central Committee and the State Council
have continued to deepen the dual-carbon strategic deployment.
Guided by the construction of a Beautiful China, the deep integration
of ecological and environmental protection with economic and social
development was promoted, marking a new stage in the construction
of ecological civilization characterized by systematic advancement
and synergistic efficiency. The 2025 National Two Sessions further
refined the deployment, specifying the needs to strengthen the
comprehensive ecological and environmental governance, promote a
continuous decline in the emissions of major pollutants, and win the
battles to defend blue skies, clear waters and clean land, providing
a solid institutional guarantee for the development of the industry.
The Ministry of Ecology and Environment’s 2025 work deployment
focused on the targets of “three significant improvements” and “three
basic eliminations”, prioritizing the consolidation and enhancement
of clear water protection campaign, and making coordinated efforts
to improve water resources, aquatic environments and aquatic
ecosystems, thereby defining a clear direction for the development of
the water treatment industry. The Fourth Plenary Session of the 20th
Central Committee of the CPC explicitly proposed to accelerate the
comprehensive green transition of economic and social development.
Guided by carbon peaking and carbon neutrality, it aims to
synergistically advance carbon reduction, pollution control, ecological
expansion, and economic growth while fortifying ecological security
barriers. The session also emphasized accelerating the construction
of a new energy system to inject strong momentum into green and
low-carbon development, elevating the effectiveness of ecological and
environmental governance to a new height.
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Against this backdrop, the maturity of the water treatment industry
has continued to improve, and has completely moved beyond the
investment-driven model of large-scale expansion, entering into a new
stage of deep integration, quality priority and value reshaping. The
industry has not only completed the transition from “policy-driven” to
“demand-driven”, but also presented a new characteristic of “synergistic
momentum between policy guidance and demand upgrading”, where
the refined operation and resource utilization of the existing market
have become the core focus of competition, while the incremental
market concentrates on green and low-carbon technological
transformation and new ecological governance projects. As the tough
battle for pollution prevention and control advances in depth, demand
in the water treatment industry will continue to be released.

Based in Kunming, deeply rooted in Yunnan, and extending nationwide,
the Company possesses strong regional operational advantages and
competitive position. The Company has over 30 years of experience in
wastewater treatment, with industry-leading operational management
capabilities. The Company fully implements standardized and refined
management, focusing on reducing operating costs, and continuously
advancing cost reduction and efficiency enhancement measures to
enhance its advantages. The Company is continuously committed to
developing a business development model that integrates financing,
investment, construction, management and operation, complementing
each other, which provides the Company with a solid foundation and
experience in government-enterprise cooperation. The Company’s
main businesses, including wastewater treatment and reclaimed
water utilization, are all conducted under a concession rights model,
typically for a period of 25 to 30 years. During this period, each of the
Company’s main businesses enjoys strong continuity and stability,
laying a solid foundation for the Company’s long-term sustainable
development while also enhancing the Company’s risk resistance
capability.

The Company consistently focuses on its main businesses and
enriches and improves relevant industries in the upstream and
downstream around its main businesses. After years of accumulation in
operation, the Company has developed systematic business concepts
and models and has a comprehensive and professional high-quality
management team and a strong technical team, laying a solid
foundation for sustainable and high-quality corporate development.
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In the inaugural year of the “15th Five-Year Plan”, the Company will
continue to adhere to the overall work tone of “seeking progress
while maintaining stability and promoting stability through progress”.
It will persist in solidifying its fundamental operational foundation,
concentrate on tackling tough challenges and deepening efforts to
improve quality and efficiency, focus on the stable development of core
businesses, and ensure that risks are preventable and controllable. By
taking the five core tasks of tapping into existing resources, reducing
costs and increasing efficiency, collecting accounts receivable,
enhancing compliance and risk control, and optimizing organizational
structure as the focal points, the Company will steadily carry out
various operational activities to drive high-quality development of the
Company.

2. Business

For principal business activities of the Company during the Reporting
Period and the discussion and analysis thereof, please refer to the
section headed “Management Discussion and Analysis — C. Business
Review”.

3. Key Financial Ratios

The following table shows some major financial ratios of the Group to
reflect the Group’s profitability, operational capabilities and solvency,
for Shareholders to analyse the Group’s potentials, including growth
and development:

Gross profit margin® ES 3[4

Net profit margin® FEFE &R
Return on equity® N e C)
Return on total assets® BEERBR®
Current ratio® 7= &) Hr & 6)

Quick ratio®

Net gearing ratio®
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132.8% 128.1%
132.7% 128.0%
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Notes:

(1) Equals to gross profit divided by our total revenue for the same period.

(2) Equals to profit for the year divided by our total revenue for the same
period.

(3) Represents profit for the year as a percentage of total equity for the
same period.

(4) Represents profit for the year as a percentage of total assets for the
same period.

(5) Equals to current assets divided by current liabilities as at the end of the
period.

(6) Equals to current assets less inventories divided by current liabilities as

at the end of the period.

(7) Calculated as net debt divided by total capital at the end of the
period. Net debt is calculated as total borrowings less cash and cash
equivalents at the end of the period. Total capital is calculated as total
equity plus net debt.

Gross profit margin and net profit margin

Please refer to “Management Discussion and Analysis — E. Financial
Review — 1. Consolidated Results of Operations” for a discussion
of the factors affecting our gross profit margin and net profit margin
during the Reporting Period.

Return on equity

Our return on equity decreased from 5.2% in 2024 to 3.7% in 2025,
which was mainly due to the increase in total equity of RMB192.5
million in 2025.

Return on total assets

Our return on total assets decreased from 2.2% in 2024 to 1.5%
in 2025, which was mainly due to the increase in total assets of
RMB1,052.0 million in 2025.

Current ratio and quick ratio

Our current ratio and quick ratio increased from 128.1% and 128.0% as
of 31 December 2024 to 132.8% and 132.7% as of 31 December 2025,
respectively, primarily because current assets increased by RMB821.5
million in 2025.
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Gearing ratio

Please refer to “Management Discussion and Analysis — E. Financial
Review — 4. Indebtedness” for a discussion of the factors affecting our
gearing ratio during the Reporting Period.

Based on the above indicators, we believe that the Group possesses
ongoing operational capabilities to create value for Shareholders on an
ongoing basis.

4. Laws, Regulatory and Compliance Matters

Our operations are subject to various national and local laws and
regulations governing environmental protection, safety production and
product quality, among others. As for our compliance measures, we
aim to meet regulatory and industrial standards of the relevant central
and local government authorities and our industry associations.

In 2024, the Company was involved in a dispute with Guizhou
Construction Group Co., Ltd.* (EMEIEEBRAF) (“Guizhou
Construction”) over the settlement of the total consideration of
a construction contract, resulting in a lawsuit filed by Guizhou
Construction with the Kunming Municipal Intermediate People’s
Court. As the Company was not satisfied with the judgement of
the Kunming Municipal Intermediate People’s Court, the Company
appealed to the Yunnan Provincial High People’s Court (the “Yunnan
Provincial High Court”). During the Reporting Period, the Company
received a civil judgment from the Yunnan Provincial High Court (the
“Yunnan Provincial High Court Civil Judgment”), which ruled that
the Company shall pay Guizhou Construction the construction sum
of approximately RMB103.3 million and interest, case acceptance
fees, etc. calculated in accordance with the Yunnan Provincial High
Court Civil Judgment (for details, please refer to the Company’s
announcements dated 9 October 2024 and 4 November 2025
respectively).
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As the Company failed to perform the payment obligations determined
by the effective legal documents within the specified period in the
construction project contract dispute case with Guizhou Construction
Group Fourth Engineering Co., Ltd.* (S /M B T £ B EMBEET
FEBMRE1T A7) (“Guizhou Construction Fourth Engineering
Company”) (target of enforcement: RMB20,808,718), Guizhou
Construction Fourth Engineering Company applied to the Chenggong
District People’s Court of Kunming City (“Chenggong District
People’s Court”) to list the Company as a party subject to enforcement
and to take consumption restriction measures against Mr. Zeng Feng,
the legal representative, executive director, and chairman of the
Company. In January 2026, the Chenggong District People’s Court
seized the real properties owned by the Company located at Level 1
of Block 5, Levels 1-2 of Block 10, and Level 1 of Block 6, Zhongying
Village, Guandu Town, Kunming City, and decided to conduct a judicial
auction; in March 2026, the Chenggong District People’s Court ruled
to terminate execution procedures for the seizure of the Company’s
real estate (for details, please refer to the Company’s announcements
dated 2 December 2025, 27 January 2026 and 10 March 2026
respectively).

Save as disclosed above, during the Reporting Period, there is no
material pending or material threatened litigation matters or other
proceedings, and the Group is not involved in any litigation or other
proceedings that would materially and adversely affect our business,
financial condition or results of operations.

Directors confirmed that during the Reporting Period, the Group had
complied with the applicable PRC laws and regulations in all material
respects, and did not have any incidents of material non-compliance,
and had obtained all relevant permits, approval documents,
qualifications, authorisations and approvals that are material to our
business operations.

5. Major Financial Risk Factors

The major risks that the Company’s business is exposed to are as
follows:

Market Risk

Cash flow and fair value interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of
a financial instrument will fluctuate because of changes in market

interest rates. The Group’s exposure to the risk of changes in market
interest rates relates primarily to the Group’s borrowings.
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Borrowings obtained at variable rates expose the Group to cash flow
interest-rate risk. Borrowings obtained at fixed rates expose the Group
to fair value interest-rate risk.

Borrowed weighted average effective interest rate and borrowing
maturity date are disclosed in Note 29 to the consolidated financial
statements.

As at 31 December 2025, if the interest rate on floating interest rate
borrowings had been higher/lower by 0.5% (2024: 0.5%), the Group’s
profit before taxation for the year would have changed mainly as a
result of higher/lower interest expenses on floating rate borrowings.
Details of changes are as follows:

Year ended: HEXFE I
Net profit (decrease)/increase
— 0.5% higher

—0.5% lower

—12110.5%
— & 4 0.5%

Credit risk and impairment assessment

Credit risk refers to the risk that a counterparty will default on its
contractual obligations resulting in financial loss to the Group. The
objective of the Group’s measures to manage credit risk is to control
potential exposure to recoverability problem.

The Group’s credit risk exposures are primarily attributable to
trade and other receivables, receivables under service concession
arrangements, amounts due from customers for construction contracts,
contract assets, financial assets at amortised cost, cash and bank
balances and restricted funds. The Group does not hold any collateral
to cover its credit risks associated with its financial assets and contract
assets (including amounts due from customers for construction
contracts), except for financial asset at amortised cost. The amounts
presented in the consolidated statement of financial position are net of

loss allowance.

*

for identification purpose only
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The Group performed impairment assessment for financial assets
and contract assets (including amounts due from customers for
construction contracts) under expected credit loss (ECL) model. For
trade and other receivables, receivables under service concession
arrangements, amounts due from customers for construction contracts,
contract assets and financial assets at amortised cost, the balances
are primarily derived from local governments, PRC state-owned entities
and quasi-government organisations. As the Group’s historical credit
loss experience does not indicate significantly different loss patterns
for these customers, the loss allowance based on past due status is
not further distinguished between these customers.

Information about the Group’s credit risk management, maximum
credit risk exposures and the related impairment assessment are
summarised as below:

(i) Trade receivables

In order to minimise the credit risk, the Group determines credit
limits, credit approvals and other monitoring procedures to ensure
that follow-up action is taken to recover overdue trade receivables. In
addition, the Group reviews the recoverable amount of each individual
debt regularly. In this regard, the Group’s credit risk is significantly
reduced.

The Group’s exposure to credit risk is influenced mainly by the
individual characteristics of each customer rather than the industry in
which the customers operate and therefore significant concentrations
of credit risk primarily arise when the Group has significant exposure
to individual customers. At 31 December 2025, the Group had a
certain concentration of credit risk as 65% (2024: 66%) and 89% (2024:
89%) of the total trade receivables was due from the Group’s largest
customer and the five largest customers respectively.

In addition, the Group applies the IFRS 9 simplified approach to
measure ECL which uses a lifetime expected loss allowance for all
trade receivables, which are assessed on collective basis by using
a provision matrix except for items that are subject to individual
assessment. The Group’s historical credit loss experience does not
indicate any significant differences in loss patterns across customer
segments between 2025 and 2024. Impairment loss of approximately
RMB76,272,000 (2024: approximately RMB53,238,000) is recognised
during the year.
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(i) Receivables under service concession arrangements, amounts

due from customers for construction contracts

The Group has periodic collectively and individually assessed
allowance for credit losses for its receivables under service concession
arrangements, amounts due from customers for construction contracts
at the end of the reporting period based on internal credit rating, their
ageing, historical observed default rates based on 12-month ECL
and adjusted for forward-looking information that is available without
undue cost or effort. These customers are local governments, PRC
state-owned entities and quasi-government organisations, which are
financially sound and there is no significant credit risk with these
customers.

Impairment loss on receivables under service concession
arrangements of approximately RMB1,847,000 (2024: recognition
of approximately RMB333,000) is reversed and impairment loss on
amount due from customers for construction contracts approximately
RMB9,591,000 (2024: reversal of approximately RMB3,478,000) is
recognised during the year.

(iii) Contract assets

In determining the ECL for contract assets, the Group has made
individual assessment on the recoverability of contract assets based on
historical settlement records, past experience, and also forward-looking
information. Impairment loss on contract assets of approximately
RMB1,330,000 (2024: RMB2,040,000) was recognised during the year.

(iv) Other receivables

The Group makes periodic collective assessments as well as individual
assessment on the recoverability of other receivables based on
historical settlement records, past experience, and also quantitative
and qualitative information that is reasonable and supportive available
forward-looking information. The Group believes that there are
no significant increase in credit risk of these balances since initial
recognition and the Group provided impairment based on 12-month
ECL, except certain balance of other receivables of approximately
RMB46,607,000 (2024: approximately RMB33,124,000) which was
specifically assessed for impairment based on lifetime ECL and
the recovery was considered to be remote by the Group due to
unfavourable event, as a result, impairment loss on certain balance of
approximately RMB10,698,000 (2024: reversal of impairment loss of
approximately RMB8,189,000) was recognised during the year. Total
impairment loss on other receivables of approximately RMB28,615,000
(2024: approximately RMB16,907,000) was recognised during the
year.
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(v) Other financial assets at amortised cost

The Group makes periodic individual assessment on their recoverability
based on historical settlement records and also quantitative
and qualitative information that is reasonable and supportive
forward-looking information. At 31 December 2025, the Group had
made an accumulated lifetime loss allowance on credit-impaired
balance of approximately RMB240,000,000 (2024: approximately
RMB180,000,000).

(vi) Bank balances and restricted funds

All the cash and bank balances and restricted funds were deposited
in the major financial institutions in the PRC and Hong Kong, which
the Directors believe are of high credit quality. Therefore, the Group’s
exposure to credit risk arising from these balances is limited.

Liquidity risk

Our objective is to maintain sufficient cash and sources of funding
through available banking facilities and maintain flexibility in funding
by maintaining committed credit lines. We had net current assets of
RMB1,689.0 million as of 31 December 2025. With respect to our
future capital commitments and other financing requirements, we had
unutilised banking facilities of RMB353.6 million as of 31 December
2025.

To manage the liquidity risk, our management monitors rolling
forecasts of our liquidity reserve (including undrawn banking facilities)
and cash and cash equivalents on the basis of expected cash flows.
We expect to fund the future cash flow needs through cash flows
generated internally from operations and borrowings from financial
institutions.

6. Significant Subsequent Events

There were no significant events affecting the Group after the year end
and up to the date of this report.
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7. Relationship with Employees

As of 31 December 2025, we had 1,073 full-time employees, all of
whom were in China and most of whom were based in Yunnan. The
following table sets forth the breakdown of our employees by function
as of 31 December 2025:
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7. HETHEHEF

M2025%12A31E KM B10732 2 REE =
HEFE Ko EER - TR K MAEZE2025
F1R2AMARBEEONESHA:

Number
Function B g€ N
Management and Administration EERITH 192
Finance B 7% 44
Research and Development fiff 2% 57
Quality Monitoring &= R 196
Marketing & 8 21
Operations EE 519
Construction and Maintenance B Rk uE 44
Total #at 1,073

We recruit our employees on the open market. Compensation for
our employees includes post wages, performance-based wages,
allowances and subsidies, overtime payment, bonuses and other
staff benefits. For the years ended 31 December 2024 and 2025, our
employee benefits expenses amounted to approximately RMB171.6
million and RMB145.5 million, respectively.

We believe our employees are the most valuable resources to achieve
our success. To ensure the quality of our employees at all levels, we
have in-house training programs to train our staff. New employees at
our production facility receive trainings pertinent to their job duties. We
have established a science and technology innovation training center,
which provides more training courses for our employees.

The labor union communicates closely with the management regarding
labor matters and represents our employees’ interests. During the
Reporting Period, we had not experienced any interruptions to
our operations caused by major labor disputes and there were no
complaints or claims from our employees which had a material adverse
effect on our business. The Directors believe that we have a good
relationship with our employees. During the Reporting Period, the
Group had no major labor disputes which might produce significant
impact on the normal business and operation of the Group.
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8. Relationship with Customers

Customers of our wastewater treatment services were primarily
local governments in Yunnan Province, the PRC. Customers of our
reclaimed water supply services were municipal government agencies,
public parks and residential property management companies.
Customers of our running water supply service were generally local
residents, commercial and industrial users and other institutions
located in the areas covered by our concession agreements.

Our largest customer during the Reporting Period was Kunming
Municipal Dianchi Administration Bureau. The revenue attributable to
our largest customer was approximately RMB876.0 million, accounting
for approximately 59.2% of the total revenue of the Group. During
the Reporting Period, the revenue attributable to our top five largest
customers was approximately RMB1,217.0 million, accounting for
approximately 82.3% of the total revenue of the Group.

Our revenue mainly comes from wastewater treatment service in
Kunming. The wastewater treatment fee paid to us was mainly from
government purchase. Of those fees, payment from government
purchase comes directly from Kunming Dianchi Administration Bureau

and the governments of various districts in Kunming.

Our other major customers included Kunming Wuhua Water Resources
Bureau* (EFAM R #E &K E), Kunming Jinning Water Resources
Bureau* (EFAT B E @K D), etc. We provided wastewater treatment,
water supply and construction services to the above customers under

the relevant concession agreements.

All of our five largest customers are independent third parties, and
none of our Directors, their close associates or any Shareholder
(who, to the knowledge of our Directors, owned more than 5% of our
Company’s issued Shares) had any interest in any of our five largest
customers during the Reporting Period. We did not have any major
customers who were also our suppliers.
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9. Relationship with Suppliers

Our principal suppliers are power suppliers who provide electricity to
our facilities, construction contractors who designed and constructed
our facilities and suppliers of raw materials including wastewater
treatment chemicals and other equipment maintenance replacements.
We have been working with our major suppliers for a period ranging
from one to more than five years.

During the Reporting Period, our largest supplier was Kunming Power
Supply Bureau of Yunnan Power Grid Company Limited, our purchase
from the largest supplier amounted to approximately RMB81.9 million,
accounted for approximately 17.5% of the total purchase of the
Group. During the Reporting Period, our purchase from the top five
suppliers amounted to approximately RMB159.0 million, accounted for
approximately 34.0% of the total purchase of the Group.

Our major suppliers include Kunming Power Supply Bureau of Yunnan
Power Grid Company Limited which provides electricity for our
operation, Anning Jinyuan Industry and Trade Co., Ltd.* (£&£/F T
ZHPRAF]) and Kunming Xinxingze Environment Resources Industry
Co., Ltd. which provide us with sludge disposal services, and China
Railway No.10 Engineering Group Co., Ltd. and CCCC-SHEC Fifth
Engineering Co., Ltd.* (PR =2 B% A T2 AR A7), which provide us
with construction services.

All of our top five suppliers are independent third parties based in
China, and none of our Directors, their associates or any Shareholder
(who, to the knowledge of our Directors, owned more than 5% of our
Company’s issued Shares) had any interest in any of our top five
suppliers during the Reporting Period. We did not have any major
suppliers who were also our customers. We did not enter into any
long-term agreements with our major suppliers during the Reporting
Period.

Except for our utility service providers, we have established a
centralised procurement policy for our cooperated suppliers. Under
such policy, our subsidiaries are required to solicit bids from different
suppliers, and select the suppliers based on price, quality, and
timely delivery of the products. All supply contracts will be required
to be reviewed and approved by the headquarters which will conduct
periodic tests to check the quality of the delivered products.
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We have sourced our raw materials from a few local suppliers located
near Kunming in order to benefit from the economies of scale and
convenient transportation, which allowed for faster and cheaper
delivery of raw materials. We generally pay our suppliers within
the agreed contractual billing period, subject to internal review and
approval. For our major suppliers, we settle according to the contract
agreement, and as of 31 December 2025, we did not have significant
payments in arrears.

We may from time to time cooperate with any suppliers in the market
who offer similar raw materials with terms comparable to our existing
suppliers so as to replace the existing suppliers. To mitigate the risks
associated with any reliance on our major suppliers, we periodically
seek potential alternative suppliers and obtain quotations from such
suppliers with a view to keeping in contact with potential suppliers. In
addition, in order to secure reliable supply channels and ensure the
quality of our supplies, in 2015, we acquired 51% interest in Kunming
Heertai Environmental Industry & Trade Co. Ltd. (& 83l ify F= 3R (R
T Z B R EEA A, a producer of wastewater treatment chemicals,
from which we intend to continue procuring a majority of our chemicals
in the future. As of 31 December 2025, we had not experienced
any material difficulty in obtaining any utility services, construction
services, or supplies of raw materials or equipment for our business

operations.
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CHAPTER EIGHT

10. Environmental Policies and Performance

We must observe the national and local environmental protection laws
and regulations in China, including the Environmental Protection Law
of the PRC ({7 ##E A B H A1 B IR 3% (R # %)), the Law of the PRC on
the Prevention and Control of Water Pollution ({/F ZE A & 1 & /K55
7558 75)), the Water Law of the PRC ({7 2 A & H F1 B /K %)), the
Regulations on Urban Drainage and Sewage Treatment ({3 & #F 7K £2
55 7K Bz ¥2 1§ %51)) and Yunnan Dianchi Lake Protection Regulations ((&
B B OE AR G O1D).

We have implemented the corresponding measures in the operation
of our business to ensure the compliance with the applicable
requirements under the PRC environmental protection laws and
regulations. As of 31 December 2025, we had not received any
material claims issued for failing to comply with the relevant licensing

and environmental requirements.

As of 31 December 2025, we obtained all the material environmental
licenses and certificates for each of our facilities, and we had complied
in all material respects with the relevant environmental laws and
regulations.

Our environmental compliance expenses were RMB14.7 million and
RMB19.5 million for the years ended 31 December 2025 and 2024,
respectively. To the best of our Directors’ knowledge, information and
belief, we do not expect our costs of compliance with environmental
laws and regulations to increase significantly in the near future.

B. BUSINESS PERFORMANCE

The audited results of the Company and its subsidiaries for the year
ended 31 December 2025 are stated in the Consolidated Statement of
Profit or Loss and Other Comprehensive Income on pages 158 to 159.
The financial positions of the Company and its subsidiaries for the year
ended 31 December 2025 are stated in the Consolidated Statement of
Financial Position on pages 160 to 161. The consolidated cash flows
of the Company and its subsidiaries for the year ended 31 December
2025 are stated in the Consolidated Statement of Cash Flows on
pages 163 to 164.

The discussion and analysis on the Group’s business performance and
financial position for the current year are stated under “Management
Discussion and Analysis” on pages 22 to 60 hereof.
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C. SHARE CAPITAL

As of 31 December 2025, the Company had issued 1,029,111,000
Shares (comprising 689,088,000 Domestic Shares and 340,023,000 H
Shares) with a nominal value of RMB1 each.

D. ISSUANCE OF CORPORATE BONDS

During the Reporting Period, the Company did not repurchase or issue
any corporate bonds.

E. PURCHASE, SALE OR REDEMPTION OF THE
COMPANY’S LISTED SECURITIES

Neither the Company nor any of its subsidiaries had made any
purchase, sale or redemption of the Company’s listed securities
(including sale of treasury shares (as defined under the Listing Rules))
during the Reporting Period. The Company did not have any treasury
shares (as defined under the Listing Rules) as of 31 December 2025.

F. SHARE SCHEMES AND ISSUANCE OF
EQUITY SECURITIES

During the Reporting Period, the Company or any of its subsidiaries
had no share option schemes and share award schemes, and
there was also no issuance of equity securities (including securities
convertible into equity securities) for cash.

G. PRE-EMPTIVE RIGHT TO ACQUIRE

In accordance with the Company Law, other applicable laws and
regulations and the provisions of the Articles of Association, there
are no provisions in relation to the Shareholders’ entitlement to the
pre-emptive right to acquire.

C. MB=x

M2025%€12 A31 8 &K 2 7 2 % 171,029,111,000
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HER) BREEAARB1IT-
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H. RESERVE AND DISTRIBUTABLE RESERVE

The details in relation to the changes in the reserve of the Company
for the current year are stated in Note 39 to the Financial Statements.
Pursuant to the Company Law, undistributed profit could be distributed
as dividend after allocation is made to the statutory surplus reserve.
According to the requirements of the Articles of Association, when the
Company is to distribute its profit after tax in the relevant accounting
year, the profit after tax shall be deemed to be the lesser of the
amounts stated in the financial statements prepared in accordance
with the China Accounting Standards and the International Financial
Reporting Standards. For the calculation in accordance with the
International Financial Reporting Standards, as at the end of 2025,
the undistributed profit of the Company amounted to RMB2,343.8
million. For the calculation in accordance with the China Accounting
Standards, as at the end of 2025, the undistributed profit of the
Company amounted to RMB2,371.3 million.

l. PROPERTY, PLANT AND EQUIPMENT

The property, plant and equipment mainly include those property, plant
and equipment that we operate in our business and are located in
China, including such property leased during the operational lease for
our business operating under concession.

J. PROFIT DISTRIBUTION

Taking into account the future plans and the financial position and
cash flow position of the Company, the Board does not recommend the
distribution of a final dividend for the year ended 31 December 2025.

K. BANK BORROWINGS AND OTHER BORROWINGS

The details in relation to the bank borrowings and other borrowings of
the Company and its subsidiaries as at 31 December 2025 are stated
in Note 29 to the Financial Statements.
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L. DIRECTORS, SUPERVISORS AND SENIOR
MANAGEMENT

As at 31 December 2025, the Board of Directors consisted of 9
Directors, among whom, 3 are executive Directors, 3 are non-executive
Directors and 3 are independent non-executive Directors. The
Directors have been appointed by the Shareholders with a term of 3
years, after which they may be re-elected.

As of 27 June 2025, the Board of Supervisors of the Company
consisted of 3 Supervisors, among whom 2 employee representative
Supervisors were appointed by the representatives of our labor union.
The remaining Supervisor was appointed by our Shareholders. At the
2024 annual general meeting held on 27 June 2025, the resolution
in relation to the abolition of the Board of Supervisors was approved
by the Shareholders, so far the Company no longer has the Board of
Supervisors.

During the Reporting Period, the information regarding the Company’s
Directors and Supervisors are set out as follows:

Name Age Position Roles and responsibilities
#a £® B BERKE
Mr. Zeng Feng 61 Chairperson; Executive Director - Responsible for strategic
(chairperson of the Strategy decision making of the
and Investment Decision Company
Committee, and member
of the Remuneration and
Appraisal Committee and the
Nomination Committee)
B#xE 61 EER HOES(BRER BEARAMERARR

BRRZBEEIHERE ¥
HEAZRZAERELZER
2%8)

L. EEEENsRE

B

BB

N2025F12A3MA  EE gL B9RESE HH3
ZHTEFE 3RIINTESTRIRBUERITE
E - BEHWMELSE THHIE HEAEEET-

HE2025F6A27THIE AR A ESETRIEIRE
FEHP2EBIRREFAIGRREME - £
EERREIIT - H20259F6 A27H B 7 H2024 F
FERFESL FHREEESNEZREERK
HE ZEE ARATHREESE -

RBERRN ARFESE EENERNOT

Appointment date

ZEHA

16 September 2021

2021597168
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Date of joining our

Group

MAAEEHAH

August 2021

202158A

Relationship with
other Directors,
Supervisors and
senior management
BEBES -BER
BREEENEE

None



Name

#E

Mr. Chen Changyong

Ms. Lian Zhaoju'"

ERELLO

Mr. Xu Jingdong

BRREE

Ms. Cheng Yijing

mRELL

Mr. Zhang Yang®

RELEO

Age

@

56

54

54

58

58

55

55

40

40

Position

Bt

Executive Director and General
Manager (member of the
Strategy and Investment

Decision Committee)

HWTESRELR(ERER

BERRZEEZ8)

Executive Director

BiER

Non-executive Director

FHTES

Non-executive Director

FHTES

Non-executive Director

i+

FUTES

NN
puy
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Roles and responsibilities

BEREE

Participating in strategic
decision making of the
Company and responsible for
operation management of the
Company

SEANTERARRAEAR
ANEEER

Participating in strategic
decision making of the
Company

BERNAHHAR

Participating in the development
of business strategies of the
Company

SENEARANEBERE
B

Participating in the development
of business strategies of the
Company

SENEARANEBERE
B

Participating in the development
of business strategies of the
Company

SHRHNEARANEBLERE
B

Appointment date

ZEAH

Appointed as general
manager on 10 July

2019 and as executive

Director on 19 June
2020

201957R10HEZE
REBEE 112020
FOA19REZRER

WITES

26 September 2025

2025497268

29 June 2023

2023564290

21 August 2024

202458H218

7 December 2022,
and ceased to be
a non-executive
Director from 22
August 2025

2022F12A78 R

202548 A28 EF

BREEFATES

Date of joining our

Group

MAEEEHAH

June 2019

2019%6 4

July 2025

2025474

June 2023

202346 A

August 2024

202458 R

December 2022

20225128

Relationship with
other Directors,
Supervisors and
senior management
BEpES HER
BREEENEG

None

None

None

None

None

EREBKERMBERRE 2025F ER &
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Date of joining our

Relationship with
other Directors,

Supervisors and

Name Age Position Roles and responsibilities Appointment date Group senior management
BHpES -BER
#a ER R BERRE ZLHA MAFEEHAH BREEENEE
Ms. Gao Yuan® 37 Non-executive Director Participating in the development 26 September 2025 September 2025 None
of business strategies of the
Company
BETLO 37 FHTES SRNFANANEHERE 2025F9A26R 202559 &
B
Mr. Zha Guiliang 46 Independent Non-executive Participating in making 13 November 2023 November 2023 None
Director (chairperson of significant decisions and
the Audit Committee, and advises on corporate
member of the Remuneration ~ governance, connected
and Appraisal Committee and  transactions, and various
the Strategy and Investment matters concerning Directors
Decision Committee) and senior management
BERGHE 46 BUFHOES(BH%288 2EFEHEARRRACEE 2028F117138 023F117 &
IfRZE FMEZHREZE R BEXSREZREA
EREMARARREZEE EEENZEFERLEE
Z8)
Ms. Zheng Dongyu® 69 Independent Non-executive Participating in making 18 June 2021, and June 2021 None
Director (chairperson of significant decisions and ceased to be
the Nomination Committee advises on corporate an independent
and member of the Audit governance, connected non-executive
Committee) transactions, and various Director, chairperson
matters concerning Directors of the Nomination
and senior management Committee and
member of the Audit
Committee from 28
November 2025
BRpntw 69 BUFHTES(REZEE 2EFHEARRRACEE 20211567180 B 2021467 &
IREE BHEEEZRE) A BERFIREFRER  20BFNMABAE
EREMEBESERLESE TBECBUENS
Bz RuZEe:
FZERBHEES

90 2025 Annual Report Kunming Dianchi Water Treatment Co., Ltd.



CHAPTER EIGHT REPORT OF THE BOARD OF DIRECTORS

ENE EEEHH

Date of joining our

Relationship with
other Directors,

Supervisors and

Name Age Position Roles and responsibilities Appointment date Group senior management
BEpES HER
kA ER B BERRE ZEAH MAKREEAH BREEENEG
Ms. Fu Jifang® 54 Independent Non-executive Participating in making 23 December 2025 December 2025 None
Director (chairperson of significant decisions and
the Nomination Committee advises on corporate
and member of the Audit governance, connected
Committee) transactions, and various
matters concerning Directors
and senior management
E-VaE e 54 BUFNTEZ(REZ2BE 2AFLEARRNALREE 2025512823A 20254121 s
IEZE FHEBEZE) R BEXSGREZREA
ERENRBEERLES
Mr. Ong King Keung® 50 Independent Non-executive Participating in making 12 November 2021, November 2021 None
Director (chairperson of the significant decisions and and ceased to be
Remuneration and Appraisal advises on corporate an independent
Committee, and member of governance, connected non-executive
the Audit Committee and the transactions and various Director, chairperson
Nomination Committee) matters concerning Directors of the Remuneration
and senior management and Appraisal
Committee, and
member of the
Audit Committee
and the Nomination
Committee from 20
August 2025
IRBELEO 50 BUFHOTESHWELR 2EFEHEARERACEE 202151A120 R 20215118 &
ZEQIHZE FHEE  h WERHREZREHR  205F8RNBFRT
ERREEEECER) ERENRBEERLEE BREEBUFUNE

5 EMEEHEE
SIAER FHE
EERRLEEES
|
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Name

B

Dr. Chan Ho Wah
Terence

REERLO

Mr. Na Zhigiang®

BEwLLe

Ms. Wang Shu®

IHhxto

Age

@

56

64

46

Position

Bt

Independent Non-executive
Director (chairperson of the
Remuneration and Appraisal
Committee, and member of
the Audit Committee and the
Nomination Committee)

BUFHTES(HNEZH

ZEEIMRE EiHZ8

eRREEEQZE)
Chairperson of the Board of

Supervisors, Employee
Representative Supervisor

EFeIR BIRRES

Chairperson of the Board of
Supervisors, Employee
Representative Supervisor

B8R HIRKRES

Roles and responsibilities

BEREE

Participating in making

significant decisions and
advises on corporate
governance, connected
transactions and various
matters concerning Directors
and senior management

SEFHENRRRALRE 202559A26R

R BEXHREERRR
ERENRESERLEZ

Responsible for leading the

daily work of the Board of
Supervisors, overseeing the
Directors, managers and
other management personnel
to ensure the compliance
with laws and regulations, the
Articles of Association and the
resolutions of Shareholders’

general meetings

RAIREZENERIME

EEEF BERAMER
AB BRRETERRE
RLEERERREEN

RAR

Responsible for leading the

daily work of the Board of
Supervisors, overseeing the
Directors, managers and
other management personnel
to ensure the compliance
with laws and regulations, the
Articles of Association and the
resolutions of Shareholders’
general meetings

REIREFENERIME

EEES RERAMER
AR BRETEERE
R RABERRREAN

RER

Date of joining our
Appointment date Group

ZEAH MAKREEHAH
26 September 2025 September 2025
20255 9A
19 January 2011, February 1990
and ceased to be
a Supervisor and
chairperson of the
Board of Supervisors
from 8 January 2025
201ME15198 7 199052 A
202561 A8ARAF
BREES EZ®
IR
8 January 2025, and March 2020

ceased to be a
Supervisor and
chairperson of the
Board of Supervisors
from 27 June 2025

2025%F 1788 - 12025 2020537
FOAVARTEE
fEE EZELR
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BHpES -BER
EREREBHRE
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Relationship with
other Directors,

Date of joining our Supervisors and
Name Age Position Roles and responsibilities Appointment date Group senior management
BEpES HER
kA ER Bl BERRE ZEAH MAKREEAH BREEENEG
Mr. Yao Jianhua"® 67 Employee Representative Responsible for overseeing 19 January 2011, November 1995 None

Supervisor the Directors, managers and and ceased to be a
other management personnel  Supervisor from 27
to ensure the compliance June 2025
with laws and regulations, the
Articles of Assaciation and the
resolutions of Shareholders’
general meetings

PR 5 0 67 BIRRES BREEEEZ MBEREME 2011F15198 B 19955114 &

BAB BRETEERE 2026F6A27AEA
B RAERRRREEN BELES
RER

Mr. Shao Wei(™ 45 Supervisor Responsible for overseeing 7 May 2016, and ceased May 2016 None
the Directors, managers and to be a Supervisor
other management personnel  from 27 June 2025
to ensure the compliance
with laws and regulations, the
Articles of Association and the
resolutions of Shareholders’
general meetings
B8 % 0 45 £Z BEEEEE LEREME 2016F5A7H 12025 2016F5A &
BAB BRETFTEERE F6AVARTEE
R RAERRRREHN fAES
RER
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Notes:

(1

(2)

3)

4)

(5)

(6)

(7

(8)

(10)

(1)

At the

EEEHE

Ms. Lian was appointed as an executive Director at the 2025 first
extraordinary general meeting held on 26 September 2025.

Mr. Zhang tendered his resignation as a non-executive Director to
the Board due to work rearrangement on 22 August 2025, and his
resignation took effect on 22 August 2025.

Ms. Gao was appointed as a non-executive Director at the 2025 first
extraordinary general meeting held on 26 September 2025.

Ms. Zheng tendered her resignation to the Board on 28 November 2025
to resign as an independent non-executive Director, the chairperson of
the Nomination Committee and a member of the Audit Committee due
to personal arrangements and her desire to devote more time to other
matters, and her resignation took effect on 28 November 2025.

Ms. Fu was appointed as an independent non-executive Director at the
2025 second extraordinary general meeting held on 23 December 2025,
and was appointed as the chairperson of the Nomination Committee and
a member of the Audit Committee on the same day.

Mr. Ong tendered his resignation to the Board on 20 August 2025 to
resign as an independent non-executive Director, the chairperson of
the Remuneration and Appraisal Committee, a member of the Audit
Committee and a member of the Nomination Committee due to his
decision to devote more effort to other business endeavors, and his
resignation took effect on 20 August 2025.

Dr. Chan was appointed as an independent non-executive Director
at the 2025 first extraordinary general meeting held on 26 September
2025, and was appointed as the chairperson of the Remuneration and
Appraisal Committee, a member of the Audit Committee and a member
of the Nomination Committee on the same day.

Mr. Na tendered his resignation as a Supervisor and chairperson of
the Board of Supervisors due to retirement on 8 January 2025, and his
resignation took effect on 8 January 2025.

Ms. Wang was appointed as a Supervisor of the Company and
chairperson of the Board of Supervisors on 8 January 2025. Meanwhile,
due to the abolition of the Board of Supervisors by the Company,
Ms. Wang Shu tendered her resignation on 27 April 2025, and her
resignation took effect on 27 June 2025.

Due to the abolition of the Board of Supervisors by the Company,
Mr. Yao, a Supervisor, tendered his resignation on 27 April 2025, and
his resignation took effect on 27 June 2025.

Due to the abolition of the Board of Supervisors by the Company,

Mr. Shao, a Supervisor, tendered his resignation on 27 April 2025, and
his resignation took effect on 27 June 2025.

end of the Reporting Period, the Company had two senior

management members. For details, please refer to “Chapter Seven —

Profiles of Directors and Senior Management — D. Senior Management”

in the report.
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CHAPTER EIGHT

The Company has received the confirmation of independence issued
by the independent non-executive Directors in accordance with Rule
3.13 of the Listing Rules and is of the opinion that all independent
non-executive Directors are independent of the Company.

Changes to the information of Directors

During the Reporting Period and as of the Latest Practicable Date, the
Company’s Directors, Supervisors and senior management changed
as follows:

1. Ms. Lian Zhaoju was appointed as an executive Director at the
2025 first extraordinary general meeting held on 26 September
2025.

2. Mr. Zhang Yang tendered his resignation as a non-executive
Director to the Board due to work rearrangement on 22 August
2025, and his resignation took effect on 22 August 2025.

3. Ms. Gao Yuan was appointed as a non-executive Director
at the 2025 first extraordinary general meeting held on
26 September 2025.

4. Ms. Zheng Dongyu tendered her resignation to the Board on
28 November 2025 to resign as an independent non-executive
Director, the chairperson of the Nomination Committee and a
member of the Audit Committee due to personal arrangements
and her desire to devote more time to other matters, and her
resignation took effect on 28 November 2025.

58 Ms. Fu Jifang was appointed as an independent non-executive
Director at the 2025 second extraordinary general meeting held
on 23 December 2025, and was appointed as the chairperson
of the Nomination Committee and a member of the Audit
Committee on the same date.

6. Mr. Ong King Keung tendered his resignation to the Board on
20 August 2025 to resign as an independent non-executive
Director, the chairperson of the Remuneration and Appraisal
Committee, a member of the Audit Committee and a member of
the Nomination Committee due to his decision to devote more
effort to other business endeavors, and his resignation took
effect on 20 August 2025.
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7. Dr. Chan Ho Wah Terence was appointed as an independent 7.
non-executive Director at the 2025 first extraordinary general
meeting held on 26 September 2025, and was appointed as
the chairperson of the Remuneration and Appraisal Committee,

a member of the Audit Committee and a member of the
Nomination Committee on the same date.

8. Mr. Na Zhigiang tendered his resignation as a Supervisor and 8.
chairperson of the Board of Supervisors due to retirement on
8 January 2025, and his resignation took effect on 8 January
2025.

9. Ms. Wang Shu was appointed as a Supervisor of the Company 9.
and chairperson of the Board of Supervisors on 8 January
2025. Meanwhile, due to the abolition of the Board of
Supervisors by the Company, Ms. Wang Shu tendered her
resignation on 27 April 2025, and her resignation took effect on
27 June 2025.

10. Due to the abolition of the Board of Supervisors by the  10.
Company, Mr. Yao Jianhua, a Supervisor, tendered his
resignation on 27 April 2025, and his resignation took effect on
27 June 2025.

11. Due to the abolition of the Board of Supervisors by the  11.
Company, Mr. Shao Wei, a Supervisor, tendered his resignation
on 27 April 2025, and his resignation took effect on 27 June
2025.
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Changes to the information of Directors and chief executive officers R HEEA AN - B IKE LW A13.51B(1) K BT EE
during the Reporting Period required to be disclosed under Rule MWEZ -TTHRAHNEHESHNT :

13.51B(1) of the Listing Rules are as follows:

N

1. Mr. Zeng Feng, an executive Director, ceased to serve as a
director of Kunming Dianchi Investment in November 2025.

2. Mr. Chen Changyong, an executive Director and general 2.
manager, has served as a director of Kunming Land
Development, Investment and Operation Co., Ltd.* (E8ET i
FEIE A KL AR E LA R]) since November 2025.

3. Mr. Xu Jingdong, a non-executive Director, ceased to serve as 3.
the deputy general manager of Kunming Dianchi Investment in
March 2026.

HITESEERAEEN20255F11BRETBIE
TEHEMLKREES -
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ERRIESE-
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CHAPTER EIGHT

4. Ms. Cheng Yijing, a non-executive Director, ceased to serve
as the general legal counsel and chief compliance officer of
Yunnan Human Resources Development Co., Ltd..

ot Mr. Zha Guiliang, an independent non-executive Director,
ceased to serve as the director of Kunming Expressway
Construction and Development Co., Ltd.* (EBMa R AKEER
FERMDBER2AF]) in July 2025.

6. Ms. Fu Jifang, an independent non-executive Director,
has served as a director of Kunming State-owned Assets
Management Co., Ltd. (REBABEABEEEERERAA) since
December 2025.

M. SERVICE CONTRACTS OF DIRECTORS AND
SUPERVISORS

None of the Directors or Supervisors of the Company has entered into
a service contract with the Company or any of its subsidiaries that may
not be terminated by the employer within one year without the payment
of compensation (other than statutory compensation).

N. REMUNERATION OF DIRECTORS, SUPERVISORS
AND SENIOR MANAGEMENT

The details of the remuneration of the Company’s Directors,
Supervisors and senior management are stated in Note 12 to the
Financial Statements. The remuneration policies of the Directors are
set out in the section headed “Chapter Nine — Corporate Governance
Report” of this report. The remuneration of senior management
comprises basic salary, performance-based bonuses and other
benefits. The basic salary is determined based on the position of each
senior management in the Company, performance-based bonuses
are determined based on the Company’s operating results and other
benefits include statutory pension insurance, medical insurance and
housing provident funds and others. The Board will conduct annual
performance appraisal for senior management and the amount of
annual remuneration is determined at the end of the year.
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The Company participates in a defined contribution social pension
scheme established by the PRC government and contributes a certain
percentage of the relevant employees’ salaries to the scheme. In
addition, the Group has implemented a supplementary retirement
insurance (i.e., corporate annuity system) as an additional safeguard
for employee benefits since 1 January 2014. According to the terms
of the scheme, the Group contributes an amount equivalent to 8%
of the total salaries of the previous year to the annuity scheme,
while individual employees are also required to contribute a certain
proportion of funds to the annuity scheme. Upon retirement of an
employee, the vested interests shall be calculated in accordance with
the proportion as stipulated in the annuity scheme.

The Company’s employer contributions to the abovementioned
pension schemes vest fully and immediately with the employees when
contributed into the schemes. Accordingly, (i) for each of the two years
ended 31 December 2025, there was no forfeiture of contributions
under such pension schemes; and (ii) there were no forfeited
contributions available for the Company to reduce its existing level of
contributions to such pension schemes as at 31 December 2025.

The scope of the remuneration of the senior management officers is as

follows:

Range of remuneration (RMB’000)
HMEREARETT)

0-500
500-1,000

Note:

1. The remuneration in the above table is pre-tax remuneration. The
remuneration range includes salary (wages, bonuses and allowances,
employee benefits), benefit plans (basic pension insurance and
enterprise annuity paid by the employer) and others (housing provident
fund, medical insurance and other social insurance paid by the
employer).
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CHAPTER EIGHT

O. INTERESTS OF DIRECTORS, SUPERVISORS
(AND SUCH ENTITIES CONNECTED
THEREWITH) IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS OF
SIGNIFICANCE

At the end of 2025 or at any time during 2025, none of the Company’s
Directors, Supervisors (and such entities connected therewith) had
any individual interests, directly or indirectly, in the transactions,
arrangements or contracts of significance as established by the
Company or any of its subsidiaries.

P. INTERESTS OF DIRECTORS AND SUPERVISORS
IN COMPETITIVE BUSINESS

During the Reporting Period, none of the Directors, Supervisors nor
their associates (as defined in the Listing Rules) had any competitive
interests in such business that is in direct or indirect competition with
any of the Group’s business.

Q. INTEREST AND SHORT POSITIONS OF
DIRECTORS, SUPERVISORS AND SENIOR
MANAGEMENT IN SHARES, UNDERLYING
SHARES AND DEBENTURES

As of 31 December 2025, none of the Directors, Supervisors*
and senior management had any interest or short positions in the
Shares, underlying shares and debentures of the Company and its
associated corporations (within the meaning of Part XV of the SFO)
which will have 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 interest or short positions which they are taken or deemed
to have under such provisions of the SFO) or which will be required,
pursuant to Section 352 of the SFO, to be recorded in the register
referred to therein or which will be required to be notified to the
Company and the Hong Kong Stock Exchange pursuant to the Model
Code for Securities Transactions by Directors of Listed Issuers.

As of 31 December 2025, none of the Directors or Supervisors* or
their respective spouses or children below 18 years old was granted
any right to subscribe for the Shares of the Company or any of its
associated corporations or to have exercised any such rights.

* The Company has abolished the Board of Supervisors on 27 June 2025.
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BFNE EEEHRE

R. INTERESTS OF SUBSTANTIAL SHAREHOLDERS
IN SHARES

As at 31 December 2025 and to the best knowledge of the Company’s
Directors, the following persons (except for the Company’s Directors,
the chief executives or Supervisors) had interests or short positions
in the Shares or underlying shares of the Company which had to be
disclosed to the Company pursuant to Divisions 2 and 3 of Part XV of
the SFO or to be recorded in the register maintained by the Company
pursuant to Section 336 of the SFO:

R FEREMNBROZIER

HZE2025F12A31B - AR EEHA 175
AT(KRAIEE BRITHRABHIESTHRINARA
DRAIRGKAEBER D P EBEREBGES R EEH)D
EXVEBE2RIFH A M AR B BT KR BGEFH
K EEAIEIBRERARAMEENELMF
MR ZERKAR

Name of Shareholder

EEE

Identity/Nature of
interest

G/ EHRE

Class of Shares

Fz 3 48 31

Approximate
percentage of
the total issued
share capital of

Approximate
percentage of
the relevant
class of Shares

Kunming Dianchi Investment Beneficial Owner Domestic Shares

RHEBRE EEBEBA RERK

Kunming Anju Group Co., Ltd. Security interest Domestic Shares
(formerly known as Kunming

Public Rental Housing

Development and Construction

Management Co., Ltd.)

ERTZELEERAFRRBE RE#ES RE K
AmALRELERHERRE
BERAA)

Yunnan Yuntou Financial Leasing Beneficial Owner Domestic Shares

Co., Ltd.

EHZRRMEMERRAT EGBEBA RER

Number of Shares the Company  of the Company
(share) (%) (%)
EAXACHT KARIHEBE
ROBE BRAAEOHED 5 Bz 43 B #E 49
(BR) B 7 k(%) B (%)
446,889,209 43.42% 64.85%
(long position)
(Note 2)
446,889,209 (47 &) 43.42% 64.85%
(Hit2)
33,013,345 3.21% 4.79%
(long position)
(Note 3)
33,013,345 (47 &) 3.21% 4.79%
(1 3t3)
213,377,684 20.73% 30.97%
(long position)
(Note 4)
213,377,684 (47 &) 20.73% 30.97%
(B1it4)
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Name of Shareholder

REaHE

Kunming Industrial Development &

Investment Co., Ltd.

RRERREREARAGCAA

Kunming Industrial Development and
Construction Company Limited

2

Kunming Port Logistics Group Co.,
Ltd. * (formerly known as Kunming
State-owned Assets Management
and Operations Co., Ltd.)

ERABRNREEBERRARE
ERTHRREAEERZERAR

BERA)

Yunnan Provincial Investment
Holdings Group Co., Ltd.
EHEAREEREEBRAA

Modern Orient Limited

Modern Orient Limited

RRAMEZMEERARALAR

Identity/Nature of
interest

a4/ BENE

Beneficial Owner

ERERA

Interest of Controlled

Corporation

RELEER

Beneficial Owner

EGlEBA

Beneficial Owner

EGlEBA

Interest of Controlled

Corporation

XErERR
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Class of Shares

i 1 4 5

H Shares

H&

H Shares

H&

H Shares

HE&

H Shares

H&

H Shares

HE&

Number of Shares
(share)

B EE
(Bz)

59,000,000

(long position)
(Notes 5 and 7)
59,000,000 (47 %)
(H:6%7)

59,000,000

(long position)
(Notes 5 and 7)
59,000,000 ({7 %)
(H:6%7)

39,790,000
(long position)

39,790,000 (4 &)

64,770,000
(long position)
64,770,000
(H##8)

47,754,000

(long position)
(Notes 6 and 7)
47,754,000 (4 &)
(Wit6ex7)

Approximate
percentage of
the total issued
share capital of
the Company
(%)
HERAEET
BRAGEOELD
B4 (%)

5.73%

5.73%

5.73%

5.73%

3.87%

3.87%

6.29%

6.29%

4.64%

4.64%

Approximate
percentage of
the relevant
class of Shares
of the Company
(%)
EEARAHRE
7l BR 1 89 1 4
A 5 bk (%)

17.35%

17.35%

17.35%

17.35%

11.70%

11.70%

19.05%

19.05%

14.04%

14.04%
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BFNE EEER

Name of Shareholder

EEE

Beijing Enterprises Water Group
Limited

Beijing Enterprises Water Group
Limited

Beijing Enterprises Investments
Limited

Beijing Enterprises Investments
Limited

Beijing Enterprises Holdings Limited

Beijing Enterprises Holdings Limited

Beijing Enterprises Group Company

Limited

Beijing Enterprises Group Company
Limited

Beijing Enterprises Group (BVI)
Company Limited

Beijing Enterprises Group (BVI)
Company Limited

Beijing Enterprises Environmental
Construction Limited

Beijing Enterprises Environmental
Construction Limited

H
[=]

Identity/Nature of

interest

St/ BHENE

Beneficial Owner

E5BEAA

Interest of Controlled

Corporation

REEEER

Interest of Controlled

Corporation

RELEER

Interest of Controlled

Corporation

RELEER

Interest of Controlled

Corporation

REEEER

Interest of Controlled

Corporation

RELEER

Class of Shares

i 1 4 5

H Shares

Hik

H Shares

Hik

H Shares

Hik

H Shares

Hik

H Shares

Hik

H Shares

Hik

Number of Shares
(share)

RBEE
(Bz)

47,754,000

(long position)
(Notes 6 and 7)
47,754,000 ({7 &)
(Rrit6k%7)

47,754,000

(long position)
(Notes 6 and 7)
47,754,000 ({7 &)
(Riit6k%7)

47,754,000

(long position)
(Notes 6 and 7)
47,754,000 ({1 &)
(Riit6k%7)

47,754,000

(long position)
(Notes 6 and 7)
47,754,000 ({1 &)
(Riit6k%7)

47,754,000

(long position)
(Notes 6 and 7)
47,754,000 ({1 &)
(Rrit6k7)

47,754,000

(long position)
(Notes 6 and 7)
47,754,000 ({1 &)
(Rrit6k%7)
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Approximate

percentage of

the total issued

share capital of

the Company

(%)

HERRAB#ES

RAGBENBY

B2 (%)

4.64%

4.64%

4.64%

4.64%

4.64%

4.64%

4.64%

4.64%

4.64%

4.64%

4.64%

4.64%

Approximate

percentage of

the relevant

class of Shares

of the Company

(%)

AR ERE

5l Bz 43 49 8 4

B2 (%)

14.04%

14.04%

14.04%

14.04%

14.04%

14.04%

14.04%

14.04%

14.04%

14.04%

14.04%

14.04%
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CHAPTER EIGHT

The above information disclosed is primarily based on the information
provided by the website of the Hong Kong Stock Exchange
(https://www.hkexnews.hk) and the records of the register maintained by
the Company under section 336 of the SFO.

Pursuant to the counter-guarantee contract signed by KDI on 29 June 2022,
Kunming Dianchi Investment pledged 33,013,345 Domestic Shares held by
it as security for its debts.

On 10 December 2024, 213,377,684 Shares originally held by KDI were
ordered by the court to be delivered to Yunnan Yuntou Financial Leasing
Co., Ltd. to offset its debts. As at the Latest Practicable Date, KDI held an
aggregate of 446,889,209 Domestic Shares, representing approximately
43.42% of the total number of issued Shares of the Company.

On 24 October 2022, KDI pledged up to 198,080,068 Domestic Shares
in the issued Shares of the Company in favour of Agricultural Bank of
China Limited Kunming Dianchi National Tourism Resort Sub-branch
(the “Lender”) as security for a loan facility in an aggregate amount of
RMB200,000,000 provided by the Lender to the Company (please refer
to the Company’s announcement dated 23 October 2022 for details).
The Loan Facility in 2024 has matured and the Company has fulfilled all
related repayment obligations. As of the end of the Reporting Period, the
procedures for the release of the Pledged Shares are still in process.

On 31 August 2023, the Company received the Notice of Assistance in
Enforcement from the Shanghai Financial Court ( {_E/8% BABT 17 B
1TiBAIE) ) (“Notice of Assistance in Enforcement I”) and the Notice
of Assistance in Enforcement from the People’s Court of Changchun
Economic and Technological Development Zone ( (& &4 7 fii i 2
B ARERBBIEITEME) ) (“Notice of Assistance in Enforcement
1II"). According to the Notice of Assistance in Enforcement I, the Company
was requested to assist in the enforcement of freezing of equity interest in
the Company held by KDI amounting to RMB250 million (accounting for
24.29% of the issued share capital of the Company) and relevant rights
and interests including dividends. The freezing period is three years from
31 August 2023 to 30 August 2026. According to the Notice of Assistance
in Enforcement Il, the Company was requested to assist in the enforcement
of seizure of equity interest in the Company held by KDI (accounting for
60.951% of the issued share capital of the Company at that time). The
seizure period is three years from 31 August 2023 to 30 August 2026
(please refer to the Company’s announcement dated 1 September 2023 for
details).

On 18 September 2023, the Company received the Notice of Assistance in
Enforcement from the People’s Court of Panlong District, Kunming ( { 83
TEEER AR BBIITIEAIZ) ), and the Company was requested to
assist in the enforcement of freezing of equity interest in the Company held
by Kunming Dianchi Investment amounting to RMB123,530,242.28. The
freezing period is three years from 18 September 2023 to 17 September
2026 (please refer to the Company’s announcement dated 19 September
2023 for details).
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On 23 October 2023, the Company received the Notice of Assistance in
Enforcement from the People’s Court of Xishan District, Kunming, Yunnan
Province* ( (EFE EAMAILER ARZERIBBIFITRAAME) ), pursuant to
which the Company was requested to assist in the enforcement of freezing
the 60.95% equity interest in the Company held by Kunming Dianchi
Investment at that time. The freezing period is three years from 23 October
2023 to 22 October 2026. In December 2025, the Company received a
notification that the court has released the seizure and freezing of the equity
interest (please refer to the Company’s announcements dated 24 October
2023 and 4 December 2025, respectively for details).

On 4 January 2024, the Company received the Notice of Assistance in
Enforcement from the People’s Court of Xishan District, Kunming, Yunnan
Province* ( (Ef& EHAMAILEARZERHBEIAITBAE) ), pursuant to
which the Company was requested to assist in the enforcement of freezing
the 2.6236% equity interest in the Company held by Kunming Dianchi
Investment amounting to RMB27 million. The freezing period is three years
from 4 January 2024 to 3 January 2027 (please refer to the Company’s
announcement dated 4 January 2024 for details).

On 25 January 2024, the Company received the Notice of Assistance in
Enforcement from the People’s Court of Xishan District, Kunming, Yunnan
Province* ( (Ef& EHAMAILEARZERHBEIAITBAE) ), pursuant to
which the Company was requested to assist in the enforcement of seizing
and freezing of equity interest in the Company held by Kunming Dianchi
Investment amounting to RMB200,107,000. The seizure and freezing
period is three years from 25 January 2024 to 24 January 2027. In January
2025, the Company received a notification that the court has released the
seizure and freezing of the equity interest (please refer to the Company’s
announcements dated 25 January 2024 and 17 January 2025, respectively
for details).

On 14 June 2024, the Company received the Notice of Assistance in
Enforcement from the People’s Court of Xishan District, Kunming, Yunnan
Province* ( (EfM& EHAMAILEARZERHBEIAITBAE) ), pursuant to
which the Company was requested to assist in the enforcement of freezing
the 60.95% equity interest in the Company held by Kunming Dianchi
Investment at that time. The freezing period is three years from 14 June
2024 to 14 June 2027 (please refer to the Company’s announcement dated
14 June 2024 for details).

Two judicial auctions were conducted on the Alibaba Online Judicial
Auction Platform from 10:00 a.m. on 6 June 2024 to 10:00 a.m. on 7 June
2024 and from 10:00 a.m. on 23 June 2024 to 10:00 a.m. on 24 June 2024,
respectively, regarding the 245,520,000 Shares of the Company (accounting
for approximately 23.86% of the total number of Shares of the Company)
held by Kunming Dianchi Investment, both of which have been aborted.
A judicial sale was conducted on the Alibaba Online Judicial Auction
Platform from 10:00 a.m. on 25 July 2024 to 10:00 a.m. on 23 September
2024, regarding the 245,520,000 Shares of the Company (accounting for
approximately 23.86% of the total number of Shares of the Company) held
by Kunming Dianchi Investment, and the judicial sale has been aborted
(please refer to the Company’s announcements dated 9 May 2024, 7 June
2024, 24 June 2024, 9 July 2024 and 23 September 2024 for details).
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CHAPTER EIGHT

The judicial auction was conducted on the JD.com Judicial Auction Online
Platform from 3:00 p.m. on 8 September 2024 to 3:00 p.m. on 9 September
2024 in respect of 58,000,000 Shares of the Company (accounting for
approximately 5.64% of the total number of Shares of the Company) held
by Kunming Dianchi Investment. According to the information displayed
on the JD.com Judicial Auction Online Platform, the judicial auction has
been withdrawn due to objections raised by Kunming Dianchi Investment
(please refer to the Company’s announcements dated 26 August 2024 and
9 September 2024, respectively for details).

On 18 April 2025, the Company received the Notice of Assistance in
Enforcement from the People’s Court of Huaiji County, Guangdong
Province ((E R & 2 % B A R A BT # By #1717 @ &1 £ )), pursuant to
which the Company was requested to assist in the enforcement of freezing
the equity interests in the Company with a value within RMB18 million held
by KDI. The freezing period is three years from 18 April 2025 to 17 April
2028 (except for the equity of which the freezing has been released) (please
refer to the Company’ announcement dated 22 April 2025 for details).

On 4 November 2025, the Company received the Notice of Assistance in
Enforcement from the People’s Court of Xishan District, Kunming, Yunnan
Province (Zm & BB M A L@ A RZER % B #1TH A E)), pursuant
to which the Company was requested to assist in the freezing of 43.4248%
equity interest in the Company held under the name of Kunming Dianchi
Investment for a term of three years (please refer to the Company’s
announcement dated 4 November 2025 for details).

3¢ Pursuant to the counter-guarantee contract signed between Kunming
Anju Group Co., Ltd. and Kunming Dianchi Investment on 29 June 2022,
Kunming Anju Group Co., Ltd. has a security interest in the 33,013,345
Domestic Shares held by Kunming Dianchi Investment.

4. On 10 December 2024, Yunnan Yuntou Financial Leasing Co., Ltd.
acquired 213,377,684 Shares of the Company held by Kunming Dianchi
Investment through judicial procedures (please refer to the Company’s
announcement dated 11 December 2024 for details). The 213,377,684
Domestic Shares belong to the same batch of Shares.

5" The 59,000,000 H Shares belong to the same batch of Shares.
6. The 47,754,000 H Shares belong to the same batch of Shares.
7. Pursuant to Section 336 of the SFO, if certain conditions are fulfilled, the

Shareholders are required to submit a form for disclosure of interests. In the
event of changes in the shareholding of the Shareholders in the Company,
the Shareholders will not be required to notify the Company and the Hong
Kong Stock Exchange unless certain conditions have been fulfilled, so
that the latest shareholding of the Shareholders may be different from the
shareholding submitted to the Hong Kong Stock Exchange.

Save as disclosed above, as of 31 December 2025, the Company is
not aware of any other persons (other than the Directors and chief
executives of the Company) who have interests or short positions in
the Shares or underlying shares of the Company that are required to
be recorded in the register under the provisions of Section 336 of the
SFO.
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S. MANAGEMENT CONTRACTS

During the Reporting Period, the Group did not enter into any contracts
and there were no existing contracts in respect of the management and
administration of all or any significant portion of the business (except
for such service contracts entered into with the Group’s Directors,
Supervisors and all employees).

T. CONNECTED TRANSACTIONS

We have entered into certain transactions with the Controlling
Shareholder. In accordance with Chapter 14A of the Listing Rules,
such transactions have constituted the connected transactions or
continuing connected transactions of the Company.

1. Non-exempt Continuing Connected Transactions Subject
to the Reporting, Annual Review, Announcement, Circular

and Independent Shareholders’ Approval Requirements
Entrusted Operation and Management Framework Agreement

The Company disclosed in the Prospectus that the Company entered
into certain agreements with the Controlling Shareholder prior to the
Listing, pursuant to which the Company provided certain operation
and management services to the Controlling Shareholder in relation
to wastewater treatment plants, reclaimed water supply facilities and
running water facilities owned by the Controlling Shareholder. Such
operation and management service, depending on the development
stage of the project, typically includes operating, testing and adjusting
the equipment and facilities, arranging operating personnel and experts
to maintain the daily operation of such plants and ensure the effluent
quality meets the relevant discharge standard, setting up management
policies and operation guidelines, chemicals purchase, and sludge
transportation and disposal. The Company does not provide
construction service to the Controlling Shareholder. To regulate the
terms and conditions under which the Company will provide such
operation and management services to the Controlling Shareholder
after the Listing, the Company entered into an entrusted operation
and management framework agreement (the “Entrusted Operation
and Management Framework Agreement”) with the Controlling
Shareholder on 25 April 2016, 30 April 2019 and 29 September 2021,
respectively with a term of three years, ending on 31 December 2024.
The Entrusted Operation and Management Framework Agreement
may, upon mutual written consent between the parties, be extended
for an additional term of three years, provided that such renewal is
in compliance with the relevant laws and regulations, and the Listing
Rules. The transactions continued during the Reporting Period.
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New Framework Agreement

As the Entrusted Operation and Management Framework Agreement
entered into between the Company and the Controlling Shareholder
has been expired on 31 December 2024, the Company and the
Controlling Shareholder entered into the new framework agreement
(“New Framework Agreement”) on 13 November 2024, pursuant
to which the Company shall continue to provide operation and
management services to the Controlling Shareholder and its
subsidiaries for three years from 1 January 2025 to 31 December
2027.

The operation and management services provided by the Group to the
Controlling Shareholder and its subsidiaries include the operation and
management services of wastewater treatment facilities, reclaimed
water supply facilities and running water supply facilities. As far
as all service transactions under the New Framework Agreement
are concerned, the counterparties will enter into separate specific
contracts in accordance with the scope and principles stipulated under
the New Framework Agreement and these specific contracts shall not
be in breach of the agreements under the New Framework Agreement.
The prices of the operation and management services under the New
Framework Agreement will be determined in accordance with the
standard prices promulgated by the relevant government departments
for these services.

Individual Service Agreements

The Company and the Controlling Shareholder have entered into
individual service agreements in relation to the treatment plants
conducting the excluded business. Based on the water quality standards,
there are 2 individual service agreements, including the Entrusted
Operation and Management Contract for Water Purification Plant
Ultra-Limit Phosphorus Removal Upgrade and Transformation Project
(CREFEBMBBREHRBELCERR ZEETE RS R)), which
covers 7 plants; and Baiyuhe Water Purification Plant Class | Category
A Process Section Entrusted Operation and Management Agreement
(KBBAKEFLE -—RARIEZ2REZFTETEESM)), which
covers 1 plant. Such agreements are governed by the terms of the New
Framework Agreement. The management fees under individual service
agreements are calculated based on the actual wastewater treatment
volume multiplied by the price per cubic meter. The price per cubic meter
shall be determined according to the standard prices promulgated by the
relevant government authorities for these services.
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Annual Caps and Actual Transaction Amount

During the Reporting Period, the annual cap for the transactions under
the Entrusted Operation and Management Framework Agreement for
2025 was RMB189,172,000, with the actual transaction amount being
RMB182,450,000.

The Company has formulated the Regulations on Management of
Connected Transactions (§ @ B 22 5 & 2 #t /% )), and our relevant
operation and management departments regularly review whether the
amount of connected transactions incurred has exceeded the annual caps.
In addition, for individual service agreements under continuing connected
transactions, the Company has formulated the Contract Management
Regulations ((& F &
that the signing of such individual service agreements comply with the

¥ 4% 7% )) and takes various measures to ensure

terms of the framework agreement, thereby ensuring that the Company’s

connected transactions are under proper control and supervision.

All the above connected transactions have complied with the relevant
requirements of the Listing Rules in respect of connected transactions.
Save as disclosed above, none of the related party transactions
disclosed in the Group’s financial statements are connected
transactions within the meaning of the Listing Rules.

2. Confirmation by the Independent Non-executive Directors

The independent non-executive Directors have reviewed each of the
aforementioned disclosed continuing connected transactions and
confirmed that the transactions have been conducted:

a. in the ordinary and usual course of business of the Group;

b. either on normal commercial terms or, if there are no sufficient
comparable transactions to judge whether they are on normal
commercial terms, on terms no less favorable to the Group
than terms available to or from (as case may be) independent
third parties; and

(o3 in accordance with the agreement governing the relevant
transactions, on terms that are fair and reasonable and in the
interests of the Shareholders as a whole.
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3. Confirmation of Auditor

The Board has received a confirmation letter in relation to above
continuing connected transactions from Forvis Mazars CPA Limited,
confirming with respect to the above continuing connected transactions
as at 31 December 2025 that:

a. nothing has come to the auditors’ attention that causes the
auditors to believe that the disclosed continuing connected
transactions have not been approved by the Board;

b. for the transactions involving the provision of goods or service
by the Group, nothing has come to the auditors’ attention that
causes the auditors to believe that the transactions were not, in
all material respects, in accordance with the pricing policies of
the Group;

(e} nothing has come to the auditors’ attention that causes the
auditors to believe that the transactions were not entered
into, in all material respects, in accordance with the relevant
agreements governing such transactions; and

d. nothing has come to the auditors’ attention that causes the
auditors to believe that the disclosed continuing connected
transactions have exceeded the annual cap.

Please refer to Note 36 to the Consolidated Financial Statements
prepared under the IAS for details of the significant related party
transactions. The information disclosure on connected transactions
and continuing connected transactions required by the Listing
Rules is set out in this chapter. Save as disclosed above, no related
party transactions constitute connected transactions or continuing
connected transactions of the Company or connected transactions or
continuing connected transactions not exempted from disclosure, and
the Directors confirm that during the Reporting Period, the Company
has complied with the disclosure requirements under Chapter 14A of
the Listing Rules in relation to the above connected transactions and
the related party transactions set out in Note 36 to the Consolidated
Financial Statements.
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U. COMPLIANCE WITH NON-COMPETITION
AGREEMENT

On 25 April 2016, the Company and Kunming Dianchi Investment, the
Controlling Shareholder, entered into the Non-competition Agreement,
whereby Kunming Dianchi Investment will not and will procure its
associated enterprises not to compete against the Group in respect
of the relevant business. Kunming Dianchi Investment will also grant
the Company the option to choose the new business opportunities,
the option regarding the acquisition of the retained business and new
business and the preemptive right to buy.

The independent non-executive Directors will be responsible for
examining, reviewing, considering and determining whether to adopt
and accept the new business opportunities referred to the Company by
Kunming Dianchi Investment or its subsidiaries, to exercise the option
for acquisition and the preemptive right to buy.

Kunming Dianchi Investment has committed that for the year
2025, it has complied with the Non-competition Agreement. The
independent non-executive Directors have examined and reviewed
the implementation of the Non-competition Agreement during the year
of 2025 and have confirmed that Kunming Dianchi Investment was
fully complied with the agreement and there were no violations of

agreement.

V. RETIREMENT AND EMPLOYEE BENEFIT
PLANS

Details of the retirement and employee benefits plans of the Group are
set out in Note 10 to the Financial Statements.

W. COMPLIANCE WITH THE CORPORATE
GOVERNANCE CODE

The Company is always dedicated to maintaining the corporate
governance practices at a high standard to enhance Shareholders’
value and protect Shareholders’ interests. The Company has adopted
the code provisions of the Corporate Governance Code as contained
in Appendix C1 to the Listing Rules as its own corporate governance
code. During the Reporting Period, the Company had established
various committees under the Board and formulated the relevant
corporate governance system in accordance with the provisions
contained in the CG Code.
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During the Reporting Period, the Company has been observing all
mandatory code provisions as stipulated in the CG Code except
for provision B.2.2 (details of which are stated in the Corporate
Governance Report on pages 113 to 114 hereof).

X. PUBLIC FLOAT

Based on publicly available information and to the knowledge of
the Directors, there is sufficient public float of at least 25% of the
Company’s issued H Shares as at the Latest Practicable Date, which
is in compliance with the requirements of minimum public float of the
Listing Rules.

Y. DONATIONS

During the Reporting Period, the Company had made donations for
charity of RMB nil in an aggregate.

Z. PERMITTED INDEMNITY PROVISIONS

During the Reporting Period, the Company had purchased and
maintained a group liability insurance for the Directors of (including
but not limited to) the Company and its “Associated Companies” (as
defined for such term under the Companies Ordinance (Chapter 622 of
the Laws of Hong Kong)).

AA. MATERIAL CONTRACTS

Save as disclosed in the annual report, the Company or any of its
subsidiaries did not enter into any material contract with the Controlling
Shareholder or any of its subsidiaries, nor had any material contract
been entered into for the provision of services by the Controlling
Shareholder or any of its subsidiaries to the Company or any of its
subsidiaries during the Reporting Period.

AB. AUDIT COMMITTEE

The Audit Committee has reviewed the financial statements of the
Group for the year ended 31 December 2025 prepared in accordance
with the International Financial Reporting Standards in 2025.
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CHAPTER EIGHT REPORT OF THE BOARD OF DIRECTORS

ENE SEEEHSE

AC. AUDITOR

At the 2022 annual general meeting held on 29 June 2023, Baker
Tilly China Certified Public Accountants (Special General Partnership)
and Baker Tilly Hong Kong both retired on that date as the domestic
and international auditors of the Company for the year 2022. At the
same time, the Board was authorised to approve the appointment of
Zhongshen Zhonghuan Certified Public Accountants (Special General
Partnership) (“Zhongshen Zhonghuan”) and Forvis Mazars CPA
Limited (“Forvis Mazars”) (formerly known as Mazars CPA Limited)
as the domestic and international auditors of the Company for the year
2023 respectively.

At the 2023 annual general meeting held on 28 June 2024, the Board
was authorised to approve the appointment of Zhongshen Zhonghuan
and Forvis Mazars as the domestic and international auditors of the
Company for the year 2024 respectively.

At the 2024 annual general meeting held on 27 June 2025, the Board
was authorised to approve the appointment of Zhongshen Zhonghuan
and Forvis Mazars as the domestic and international auditors of the
Company for the year 2025 respectively.

Forvis Mazars is appointed as the auditor for the Financial Statements
for the year ended 31 December 2025 prepared in accordance with
the International Financial Reporting Standards. Such Financial
Statements prepared in accordance with the International Financial
Reporting Standards as stated herein have been audited by Forvis
Mazars and a standard unqualified audit report has been issued.

Save as disclosed above, there has been no change in the Company’s
auditor during the past three years.

By order of the Board
Zeng Feng
Chairperson

Kunming, the PRC
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CHAPTER NINE CORPORATE GOVERNANCE REPORT

The Board of Directors has hereby submitted its Corporate Governance
Report for 2025 to the Shareholders.

A. COMPLIANCE WITH THE CORPORATE
GOVERNANCE CODE

The Company is mainly engaged in sewage treatment, reclaimed
water and running water supply and environmental protection related
industries. During the Reporting Period, the Company focused on its
main business, continuously enhancing the operational capabilities
of its sewage treatment and reclaimed water supply businesses, and
consistently improving internal management efficiency. At the same
time, the Company attaches great importance to maintaining a high
standard of corporate governance. The Board is dedicated to creating
long-term value for Shareholders, is responsible for leading and
monitoring the Company and is responsible for the strategic planning,
business development, compliance governance and cultural promotion,
environmental, social and governance management and supervision
to ensure that relevant strategies and culture are in line with the
Company’s development direction and that corporate governance
continues to be effective, so as to enhance Shareholders’ value
and protect Shareholders’ rights and interests and provide effective
guarantees for the Company’s sustainable high-quality development.

The Company has adopted the Corporate Governance Code as
contained in Appendix C1 to the Listing Rules as its own corporate
governance code. The Company has established and enhanced the
corporate governance structure in accordance with the Listing Rules
and the CG Code and has set up a series of corporate governance
policies. The Directors believe that during the Reporting Period,
the Company has been observing all mandatory code provisions as
stipulated in the CG Code except for provision B.2.2.
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EAE EXRERRBE

Under code provision B.2.2, every director, including those appointed
for a specific term, should be subject to retirement by rotation at least
once every three years. As at the end of the Reporting Period, the
terms of office of the first Board had reached 3 years, but the work for
the nomination of relevant candidates has not yet been completed. At
the same time, the Board considers the continuity of the operation of
the Board. Under the relevant provisions of the Articles of Association,
if, upon the expiry of a director’s term of office, a new director cannot
be elected on a timely basis, before the re-elected director commences
his/her term of office, such director shall continue to perform his/
her duties in accordance with the laws, administrative regulations,
departmental rules and the Articles of Association. Therefore, the
Board considers that deviations from provision B.2.2 of the CG Code
will not have a significant impact on the Group’s operation as a whole
and the Company will complete the relevant work as soon as possible.

The Board will examine and review, from time to time, the Company’s
corporate governance practices and operation in order to comply
with the relevant provisions under the Listing Rules and to protect
Shareholders’ interests.

B. COMPLIANCE WITH THE MODEL CODE FOR
SECURITIES DEALINGS BY THE DIRECTORS
AND SUPERVISORS

The Company has adopted the Model Code for Securities Transactions
by Directors of Listed Issuers as set out in Appendix C3 to the Listing
Rules (the “Model Code”) as its own code of conduct for its Directors,
Supervisors and relevant employees (has the same meaning ascribed
to it under the CG Code) in respect of their dealings in the Company’s
securities. After making specific enquiries to all of the Directors and
Supervisors, the Directors and Supervisors confirmed that they had
strictly complied with the required standards as set out in the Model
Code during the Reporting Period (in the case of Supervisors, for the
period from 1 January 2025 to 27 June 2025).
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CHAPTER NINE CORPORATE GOVERNANCE REPORT

C. BOARD OF DIRECTORS

1. Board of Directors

a. Composition of the Board of Directors

As of the end of the Reporting Period, the Board comprises nine
Directors, including three executive Directors, three non-executive
Directors and three independent non-executive Directors.

We have not entered into, and do not propose to enter into, any
service contracts with any of the Directors in their respective capacities
as Directors (other than contracts expiring or determinable by the
employer within one year without the payment of compensation (other
than statutory compensation)).

During the period from the date of 20 August 2025 when Mr. Ong
King Keung, the former independent non-executive Director of the
Company, resigned from the Company, until 26 September 2025, the
date on which the Company appointed an independent non-executive
Director to fill his vacancy, the Company has two independent
non-executive Directors, and each of the Audit Committee, the
Remuneration and Appraisal Committee and the Nomination
Committee has only two members. As a result, the Company is not
in compliance with (i) the requirements set out in Rule 3.10(1) of the
Listing Rules that the Company must have at least three independent
non-executive Directors; (ii) the requirements set out in Rule 3.10A
of the Listing Rules that the independent non-executive Directors
appointed by the Company must constitute at least one-third of the
Board; (iii) the requirements set out in Rule 3.21 of the Listing Rules
that the Audit Committee must comprise at least three members;
(iv) the requirements set out in Rule 3.25 of the Listing Rules that
the Remuneration and Appraisal Committee must be chaired by an
independent non-executive Director and a majority of the members
must be independent non-executive Directors; and (v) the requirements
set out in Rule 3.27A of the Listing Rules that the majority of members
of the Nomination Committee must be independent non-executive
Directors. For details, please refer to the announcements of the
Company dated 20 August 2025 and 26 September 2025.
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During the period from the date of 28 November 2025 when Ms. Zheng
Dongyu, the former independent non-executive Director of the
Company, resigned from the Company, until 23 December 2025, the
date on which the Company appointed an independent non-executive
Director to fill her vacancy, the Company has two independent
non-executive Directors, and each of the Audit Committee and the
Nomination Committee has only two members. As a result, the
Company is not in compliance with (i) the requirements set out in Rule
3.10(1) of the Listing Rules that the Company must have at least three
independent non-executive Directors; (ii) the requirements set out in
Rule 3.10A of the Listing Rules that the independent non-executive
Directors appointed by the Company must constitute at least one-third
of the Board; (iii) the requirements set out in Rule 3.21 of the Listing
Rules that the Audit Committee must comprise at least three members;
and (iv) the requirements set out in Rule 3.27A of the Listing Rules
that the Nomination Committee must be chaired by the chairperson
of the Board or an independent non-executive Director and a majority
of the members must be independent non-executive Directors. For
details, please refer to the announcements of the Company dated
28 November 2025 and 23 December 2025.

Save as disclosed above, the Company complies with the requirement
under the Listing Rules that it must have at least three independent
non-executive Directors (representing at least one-third of the Board),
among whom, at least one independent non-executive Director
must have appropriate professional qualifications or accounting or
related financial management expertise. Moreover, after taking into
consideration the factors regarding the evaluation of the independence
of independent non-executive Directors as set out in Rule 3.13 of
the Listing Rules and the written confirmation of all independent
non-executive Directors, the Board of Directors believe that all of its
independent non-executive Directors are independent individuals.
At the end of the Reporting Period, none of the three independent
non-executive Directors of the Company had served the Company for

more than nine years.
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As of the end of the Reporting Period, the composition of the Board is

as follows:

Name

#E

Mr. Zeng Feng
F i

Mr. Chen Changyong

Ms. Lian Zhaoju
FRELL

Mr. Xu Jingdong
BRERRE

Ms. Cheng Yijing
PR X

Ms. Gao Yuan

mEXL

Mr. Zha Guiliang
BERRKHE

Ms. Fu Jifang
Fé&EF+

Dr. Chan Ho Wah Terence

REEE L

The biographies of the Directors and the relationships between
members of the Board are set out in the section headed “Profiles of

Age
8

61
61

56

56

54
54

58
58

55
55

37
37

46
46

54
54

56
56

Sex

14 7

Male

Male

N

Female

x

Male

Female

x

Female

x

Male

Female

Male
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Position

B

Chairperson; Executive Director

ESR WITES

Executive Director and General
Manager

HITESRALE

Executive Director

HTES

Non-executive Director

FHTES

Non-executive Director

FHTES

Non-executive Director

FHTES

Independent Non-executive Director

BUFHTES

Independent Non-executive Director

BUFHTES

Independent Non-executive Director

BUFHTES

Directors and Senior Management” of this annual report.
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BEAREHR EFSEXNT

Appointment date
ZEAH

16 September 2021
2021597168

Appointed as general manager on
10 July 2019 and as executive
Director on 19 June 2020

201957 A10BEZFREKE
RHN2020F6 R19B EZ X A
WITES

26 September 2025
202549 426 8

29 June 2023
20236 A29A

21 August 2024
202458 A21H

26 September 2025
20259 A 268

13 November 2023
202311 A13H

23 December 2025
202512 A23H

26 September 2025
202549 426 8

B IR

Term

£

3 years

3%

3 years

3 years

35

3 years

3%

3 years

35

3 years

3%

3 years

35

3 years

3%

3 years

35
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b. Job Duties and Authority of the Board of Directors

The Board of Directors shall be accountable to the general meeting, and
has the duty to report to the general meeting, convening the general
meeting as stipulated in the Articles of Association, implementing the
resolutions of the general meeting, determining the operating plan and
investment proposals of the Company, determining the Company’s annual
financial budget proposal and final accounts, formulating the Company’s
profit distribution plan and loss compensation plan, formulating the
Company’s proposal for increase or decrease of capital and others,
deciding on the establishment of the Company’s management authority,
determining the appointment or dismissal of general manager, deputy
general manager and other senior management officers and determining
the remuneration, rewards and punishments of senior management
officers, as well as formulating the basic management system of the
Company. The Board of Directors shall be responsible for the formulation
and review of corporate governance policies and practices, the review
and monitoring of the training and continuous professional development
of Directors and senior management, the review and monitoring of the
Company’s policies and practices on compliance with legal and regulatory
requirements, the review of compliance with the Corporate Governance
Code, etc. During the Reporting Period, the Board has reviewed the
implementation of corporate governance policies and practices, internal

risk management and control, and compliance control.
c. Job Duties and Authority of the Management

The management is responsible for the specific implementation
of the resolutions of the Board of Directors and the daily business
management of the Company. In accordance with the Articles of
Association, the major responsibilities of the management include:
to preside over the production and operation management works of
the Company and report to the Board of Directors; to organize the
implementation of the resolutions of the Board and the Company’s
to draft the
Company’s annual financial budget and final accounts and provide

annual operating plan and investment proposal;

recommendations to the Board of Directors; to propose the basic
management system and internal management organization setup
plans of the Company, and to formulate the Company’s specific
regulations. At the same time, the Company has established a
decision-making system for major decisions, important personnel
appointments and removals, significant project arrangements and
large-scale capital operations (the “Decision-making System on
Three Important and One Large Matters”), which has clearly and
thoroughly delineated the approval and decision-making authority
of the Board of Directors and management. During the Reporting
Period, all decisions were made in accordance with the provisions
and authority of the Articles of Association and the Decision-making
System on Three Important and One Large Matters.
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2. Meetings of Board of Directors and General Meeting

In accordance with the provisions of the Articles of Association,
meetings of the Board of Directors shall be convened at least four
times a year. The Chairperson is responsible for the convening of the
Board meeting and is responsible for preparing the Board meeting
agenda. A notice of regular Board meeting shall be given to all
Directors at least 14 days before the meeting is convened pursuant
to the requirements of the CG Code, and such notice shall state the
date, deadline, location, purpose and agenda items, and the date of
issuance. For other interim Board meetings, reasonable notices shall
be delivered to all Directors. Prior to each meeting, the Board will
provide appropriate information in a timely manner to the Directors to
enable them to make decisions based on the relevant information.

In accordance with the provisions of the Listing Rules, in the event
that the Company decides to declare, propose or pay dividends, or it
shall pass at the meeting of the Board of Directors such resolutions
in respect of profits or loss for any year, half-year or other periods,
the Company must give a notice to the Hong Kong Stock Exchange at
least seven working days before the convening of such meeting and
must issue an announcement thereof.

Save for the circumstances where connected transactions are reviewed
and considered at a meeting of the Board of Directors as required by
the Articles of Association, meetings of the Board of Directors shall
be held only if half or more of the Directors are present. Directors
shall attend Board meetings in person. If a Director is unable to attend
a Board meeting for some reasons, he or she may entrust another
Director to attend the meeting on his or her behalf and shall specify
the scope of the authorisation in a power of attorney. The secretary
of the Board of Directors is responsible for preparing and safekeeping
the minutes of the Board meetings and ensuring that the Directors can
enquire about such minutes.
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The Directors confirm that during the Reporting Period, the Company
has strictly complied with the provisions in relation to the meetings
of the Board of Directors. The Chairperson held a meeting with the
independent non-executive Directors without presence of other
Directors during the year. During the Reporting Period, the Board
of Directors convened a total of 28 meetings. The attendance of the

meetings by the Directors was as follows:

Name

i

Mr. Zeng Feng
BEEE

Mr. Chen Changyong
REBXE

Ms. Lian Zhaoju("
ERyLLO

Mr. Xu Jingdong
BREREE

Ms. Cheng Yijing
B L+

Mr. Zhang Yang®
RIFLED

Ms. Gao Yuan®
BERZLO

Mr. Zha Guiliang
EERKE

Ms. Zheng Dongyu®
BRmrt®

Ms. Fu Jifang®
R#Es L+t

Mr. Ong King Keung®
ITHBEEO

Dr. Chan Ho Wah Terence(”

BROEZEBLO
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Position

B A

Chairperson; Executive Director

BEER HTES

EEHR REPAN ARAERETEFHESS
EHENHAT EFRENFAEBYFATES

BROTRAEEMEEFES NG

& i+ 2

8 7N

Executive Director and General Manager

BITEFHRBEE

Executive Director

HWITES

Non-executive Director

FHTESF

Non-executive Director

FHITES

Non-executive Director

FEHITES

Non-executive Director

FHITES

Independent Non-executive Director

BIYFRTES

Independent Non-executive Director

BIUFRTESE

Independent Non-executive Director

BYFRTES

Independent Non-executive Director

BYFRITES

Independent Non-executive Director

BIYFRITES

=

CHEHAN EF

MT28 &% EFHFEENBERDT

Number of

meetings attended/

should attend

i HES m

BEERY

28/28

28/28

6/6

28/28

28/28

20/20

6/6

28/28

25/25

1M

18/19

6/6

Attendance Rate

HE =

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

95%

100%
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Ms. Lian Zhaoju was newly appointed as an executive Director after
being approved at the 2025 first extraordinary general meeting held on
26 September 2025, and she participated in all Board meetings held
after her appointment.

The resignation of Mr. Zhang Yang from his position as a non-executive
Director took effect on 22 August 2025, and he was not required to
participate in any Board meetings held after the effective date of his
resignation.

Ms. Gao Yuan was newly appointed as a non-executive Director after
being approved at the 2025 first extraordinary general meeting held on
26 September 2025, and she participated in all Board meetings held
after her appointment.

The resignation of Ms. Zheng Dongyu from her position as an
independent non-executive Director took effect on 28 November 2025,
and she was not required to participate in any Board meetings held after
the effective date of her resignation.

Ms. Fu Jifang was newly appointed as an independent non-executive
Director after being approved at the 2025 second extraordinary general
meeting held on 23 December 2025, and she participated in all Board
meetings held after her appointment.

The resignation of Mr. Ong King Keung from his position as an
independent non-executive Director took effect on 20 August 2025, and
he was not required to participate in any Board meetings held after the
effective date of his resignation.

Dr. Chan Ho Wah Terence was newly appointed as an independent
non-executive Director after being approved at the 2025 first
extraordinary general meeting held on 26 September 2025, and he
participated in all Board meetings held after his appointment.

e

(1

(2)

(3)

4)

(5)

(6)

(7)

FAE CXERHRSE

WP LT RE2025F9A26H B 20255 &
—REERREERERTZENRTESE 2
MTEZERNEZHEFEEH -

RAEEBFETIFNTESTRBE R2025F8 A22
BES BEASLNMEBTERENESSEH -

=R L+ 2 4£2025F9 426 0 B B #2025 F —
mhhh%A%&&%éﬁmﬁﬁﬁ§$~%m
TEZTENERNEES S S

BRATTEHEBLIERTESTRGEE R2025F
MA2HBAR BES2MEFRTERENESS

P
B R

ﬁ#%**ﬁj35%2w5$12ﬂ235 7 #2025 4
FERERNRESHERTZANB LINTE
E2MTEZARNENESS

HEe

ERRAEBEBIEATE RS DN 20255
BANALEN HASNMABELRRNES S
-

P& £ R 4L2025F 9 A26 H A F M 2025F £
—AERRRCEM AR ZEANBE LIRNITE
E2MTRZAGNENETETEE-

NEMKBRBERLT 2025F FE H &

EHR

121



122

CHAPTER NINE CORPORATE GOVERNANCE REPORT
EAE EXRERRBE

During the Reporting Period, 1 annual general meeting and 2
extraordinary general meetings were held. Prior to the general meeting,
reasonable notice was given in strict accordance with the relevant
requirements of the Listing Rules and the Articles of Association, and
the chairpersons and members of the special committees were invited
to attend the meetings and individual resolutions were proposed on the
actual separate issues to be considered at the general meetings. The
attendance of the Directors was as follows:

BEHAR AKX ARTIRARRFG R2KE
RERREG RERREARAN DRABRRBER ETR
AR AREREHBEATEHAERN XEB
EMZBEETERZEHE RMREASLARE
MERBUYUNBZEHENRERABZR -EFHE
BENBRAAT

Number of
meetings attended/
Name Position should attend Attendance Rate
HEHE S
4 B i EEREY HEE
Mr. Zeng Feng Chairperson; Executive Director 3/3 100%
B#EEE EER WTTESE
Mr. Chen Changyong Executive Director and General Manager 3/3 100%
BREBEX&E BITEEFRARKE
Ms. Lian Zhaoju(” Executive Director 2/2 100%
ERyLLO BITESE
Mr. Xu Jingdong Non-executive Director 3/3 100%
TBRREE FEHITESR
Ms. Cheng Yijing Non-executive Director 3/3 100%
B 16 B & L FHTES
Mr. Zhang Yang® Non-executive Director 11 100%
RIFEED FHTES
Ms. Gao Yuan® Non-executive Director 2/2 100%
BEXLTO FRTES
Mr. Zha Guiliang Independent Non-executive Director 3/3 100%
EEREHE BAFHTES
Ms. Zheng Dongyu® Independent Non-executive Director 2/2 100%
Bz +@ BAFHNTESR
Ms. Fu Jifang® Independent Non-executive Director 11 100%
N#ERs 2zt BAFHTES
Mr. Ong King Keung® Independent Non-executive Director 11 100%
ITHEREO BAFHNTES
Dr. Chan Ho Wah Terence® Independent Non-executive Director 2/2 100%
BROEEFLO BAFNTES
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Ms. Lian Zhaoju was newly appointed as an executive Director after
being approved at the 2025 first extraordinary general meeting held on
26 September 2025, and she participated in the extraordinary general
meeting as a candidate of Director and participated in all general
meetings held after her appointment.

The resignation of Mr. Zhang Yang from his position as a non-executive
Director took effect on 22 August 2025.

Ms. Gao Yuan was newly appointed as a non-executive Director after
being approved at the 2025 first extraordinary general meeting held on
26 September 2025, and she participated in the extraordinary general
meeting as a candidate of Director and participated in all general
meetings held after her appointment.

The resignation of Ms. Zheng Dongyu from her position as an
independent non-executive Director took effect on 28 November 2025.

Ms. Fu Jifang was newly appointed as an independent non-executive
Director after being approved at the 2025 second extraordinary general
meeting held on 23 December 2025, and she participated in the
extraordinary general meeting as a candidate of Director.

The resignation of Mr. Ong King Keung from his position as an
independent non-executive Director took effect on 22 August 2025.

Dr. Chan Ho Wah Terence was newly appointed as an independent
non-executive Director after being approved at the 2025 first
extraordinary general meeting held on 26 September 2025, and he
participated in the extraordinary general meeting as a candidate
of Director and participated in all general meetings held after his
appointment.
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3. Chairperson and President

During the Reporting Period, the Company fully complied with the
relevant requirements that the roles of Chairperson and chief executive
officer should be separate and should not be held by the same person
under the provision C.2.1 of the CG Code. Currently, Mr. Zeng Feng
is the Chairperson and Mr. Chen Changyong is the general manager
(president) of the Company. The role of the Chairperson was separate
from that of the general manager (president), and they performed
corresponding duties respectively in accordance with the relevant
laws and regulations and provisions of the Articles of Association.
The Chairperson is responsible for leading the Board, ensuring the
effective functioning of the Board, assuming primary responsibility for
good corporate governance practices and procedures, encouraging all
Directors to take an active part in the affairs of the Board and ensuring
that all Directors are provided with sufficient and reliable information
in a timely manner required for necessary analysis based on their
expertise. The Chairperson acts as an effective communication bridge
between the executive Directors and non-executive Directors, as well
as between the Shareholders and the Board, bearing the responsibility
to ensure the effective operation of the relevant communication
mechanisms.

4. Appointment of Directors

In accordance with the provisions of the Articles of Association,
the directors shall be elected and appointed at the general meeting
for a term of three years, after which they may be re-elected. The
Company has formulated the procedures of such appointment. The
Nomination Committee is responsible for identifying and nominating
new Directors after taking into account a number of factors including
the Board’s structure, diversity policy and facilitation of the Board’s
operations, before submitting them to the Board for consideration
and all newly nominated Directors must be elected and approved at a
general meeting. In nominating independent non-executive Directors,
in addition to the above factors, the Nomination Committee also places
emphasis on assessing the independence of the candidates to ensure
that the relevant independent non-executive Directors can make an
independent and professional contribution to the operation of the
Board. It also considers information on candidates’ directorships and
senior management positions in other companies, particularly other
public companies and listed companies, in order to assess whether
they have sufficient time to devote to the Company’s business.
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Under the provision B.2.2 of the CG Code, every director, including
those appointed for a specific term, should be subject to retirement by
rotation at least once every three years. As of the end of the Reporting
Period, the terms of office of the first Board have expired for 3 years,
but new Directors have not been elected, and the original Directors,
before their posts are taken up by the re-elected Directors, continued
to perform their duties. Therefore, the Board considers that deviations
from provision B.2.2 of the Corporate Governance Code will not have a
significant impact on the Group’s operation in general.

5. Mechanism for the Board to Obtain Independent Advice

During the Reporting Period, the Company further amended its
Articles of Association concerning the qualifications, independence
requirements, and exercise of duties for independent non-executive
Directors were further standardized and consolidated into a separate
chapter, so as to provide institutional safeguards for independent
non-executive Directors to offer independent professional advice to
the Board of Directors. There are three independent non-executive
Directors of the Board. In appointing independent non-executive
Directors, the Nomination Committee and the Board will focus on
assessing factors such as the independence and time commitment
of candidates to ensure that the Board receives independent
and professional advice and recommendations from the relevant
independent non-executive Directors in the course of daily operation
of the Board. Meanwhile, it also specify that the independent
non-executive Directors can report directly to the general meeting, the
securities regulatory authority of the State Council and other relevant
departments, and that, for major investment decisions involved, the
Board shall engage social advisory bodies to provide independent
professional advice, etc. The relevant mechanism provides institutional
protection and enforceable procedural safeguards for the Board to
obtain independent advice in the operation of the Company. During
the year ended 31 December 2025, the independent non-executive
Directors attended Board meetings regularly and actively participated
in the decision-making process of the Board, and provided
independent views and opinions to the Board when they performed
their duties. In view of the above, and after review, the Board believes
that its mechanism for obtaining independent opinions has been fully
implemented and continues to be effective.
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6. Remuneration of Directors

The remuneration of the Directors includes basic wages,
performance-based wages, statutory social insurance, provident
fund, and compensations (including such compensation provided
due to the loss or termination of their job duties or appointment). The
remuneration standards of the Directors are set by the Remuneration
and Appraisal Committee based on the principle of balancing the
rights, responsibilities and benefits, taking into account relevant laws
and regulations, the industry standards, the development stage of
the Company, the duties and contributions of the Directors, and are
proposed to the Board. The Remuneration and Appraisal Committee
will revise the relevant standards in a timely manner in the event of
significant changes in industry standards and the development status
of the Company. When recommending the appointment of Directors
and senior management, the Remuneration and Appraisal Committee
will advise the Board on the remuneration packages of the candidates,
taking into account the candidates’ qualifications and expected
contribution to the Board based on the Company’s remuneration
standards.

The independent non-executive Directors receive their remuneration
from the Company, whereby (i) the Company shall pay Ms. Zheng
Dongyu (resigned on 28 November 2025) an amount of pre-tax
remuneration of RMB150,000 on a yearly basis; (i) from 1 January
2025 to 23 December 2025, the Company shall pay Mr. Zha Guiliang
an amount of pre-tax remuneration of RMB150,000 on a yearly
basis. Taking into account the current overall economic environment,
remuneration level of the industry and the region in which the Company
operates, and other factors, Mr. Zha Guiliang’s pre-tax remuneration
was adjusted to RMB96,000 on a yearly basis after being reviewed
and approved by the Company’s 2025 second extraordinary general
meeting held on 23 December 2025; (iii) the Company shall pay Ms. Fu
Jifang an amount of pre-tax remuneration of RMB96,000 on a yearly
basis; (iv) the Company shall pay Mr. Ong King Keung (an independent
non-executive Director in Hong Kong) (resigned on 20 August 2025)
an amount of pre-tax remuneration of RMB220,000 on a yearly basis;
(v) the Company shall pay Dr. Chan Ho Wah Terence (an independent
non-executive Director in Hong Kong) an amount of pre-tax
remuneration of RMB160,000 on a yearly basis. The remuneration
is paid to each of the independent non-executive Directors after
deducting the relevant taxes and fees during their respective terms of
office in the year. The Company does not provide performance-based
equity remuneration to the independent non-executive Directors.
Travel and accommodation expenses incurred for the Company’s
Board meetings, general meetings and the relevant activities organised
by the Board of Directors attended by the independent non-executive
Directors shall be borne by the Company.
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As for those non-executive Directors who do not take any management
job duties in the Company, they do not receive their remuneration from
the Company. The executive Directors who undertake management
job duties in the Company shall receive their remuneration from
the Company. The remuneration of all executive Directors shall be
determined pursuant to the standards as provided in the “Measures
Regarding Remuneration Management” of the Company, and
in particular, such remuneration shall include the basic salary,
performance bonus and other benefits. The basic salary is determined
based on the position held by an executive Director in the Company
and the performance bonus is determined subject to the Company’s
operating results. Other benefits shall include the statutory pension,
medical and housing provident funds, etc. Details in relation to the
remuneration of Directors are provided in Note 12 to the Financial
Statements.

7. Training of Directors

Each of the newly appointed Directors has all received comprehensive,
official and customised induction training upon their first appointments,
so as to ensure that he/she would have an appropriate understanding
of the Company’s business and operation and be fully aware of
their responsibilities and duties under the Listing Rules and relevant
regulatory requirements.

All Directors are encouraged to participate in continuous professional
development to develop and refresh their knowledge and skills.
Directors are kept updated regarding the statutory and regulatory
development and changes in the business and the market so as to
facilitate the discharge of their responsibilities.
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For the year ended 31 December 2025, the Directors have participated

in the following training:

Director

Mr.
Mr.
Ms.
Mr.

Zeng Feng (Chairperson)

Chen Changyong (General Manager)
Lian Zhaoju™

Xu Jingdong

. Cheng Yijing

. Zhang Yang®

. Gao Yuan®

. Zha Guiliang

. Zheng Dongyu®

. Fu Jifang®

. Ong King Keung®

£=

LREL(EER)
REBEE(IEE)
BREZLO
mRERRELE
X e B 2t
RARE®
SEZLO
EEREHE
BRmLtL®
N#EFZLo
THBRELO

H 22025128310 IEFE -

Type of training

Number of

training hours

Dr. Chan Ho Wah Terence™ EEELO

A: Reading materials related to continuous compliance

responsibilities, corporate governance and other relevant topics

B: Reading newspapers, periodicals, newsletters of the Company
and updates on economy, general business and water industry,

or materials about Directors’ responsibilities and duties

Notes:

(1M

()

@)

Ms. Lian Zhaoju was newly appointed as an executive Director after
being approved at the 2025 first extraordinary general meeting held
on 26 September 2025. She received a comprehensive, formal and
specially tailored induction training on 23 September 2025 under Rule
3.09D of the Listing Rules. Ms. Lian Zhaoju, an executive Director, has
confirmed full awareness and understanding of all relevant provisions
applicable to her as a Director under the Listing Rules, relevant
regulatory requirements and governance policies.

Mr. Zhang Yang has resigned as a non-executive Director on 22 August
2025.

Ms. Gao Yuan was newly appointed as a non-executive Director after
being approved at the 2025 first extraordinary general meeting held
on 26 September 2025. She received a comprehensive, formal and
specially tailored induction training on 23 September 2025 under Rule
3.09D of the Listing Rules. Ms. Gao Yuan, a non-executive Director, has
confirmed full awareness and understanding of all relevant provisions
applicable to her as a Director under the Listing Rules, relevant
regulatory requirements and governance policies.
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(4) Ms. Zheng Dongyu has resigned as an independent non-executive
Director on 28 November 2025.

(5) Ms. Fu Jifang was newly appointed as an independent non-executive
Director after being approved at the 2025 second extraordinary general
meeting held on 23 December 2025. She received a comprehensive,
formal and specially tailored induction training on 9 December 2025
under Rule 3.09D of the Listing Rules. Ms. Fu Jifang, an independent
non-executive Director, has confirmed full awareness and understanding
of all relevant provisions applicable to her as a Director under the Listing
Rules, relevant regulatory requirements and governance policies.

(6) Mr. Ong King Keung has resigned as an independent non-executive
Director on 20 August 2025.

(7) Dr. Chan Ho Wah Terence was newly appointed as an independent
non-executive Director after being approved at the 2025 first
extraordinary general meeting held on 26 September 2025. He received
a comprehensive, formal and specially tailored induction training on
23 September 2025 under Rule 3.09D of the Listing Rules. Dr. Chan Ho
Wah Terence, an independent non-executive Director, has confirmed full
awareness and understanding of all relevant provisions applicable to him
as a Director under the Listing Rules, relevant regulatory requirements
and governance policies.

8. Company Secretary and Training

On 28 November 2025, Mr. Chiu Ming King (# f3 18 ) resigned as
the Company’s former company secretary. Immediately after his
resignation became effective, the Company appointed Ms. Tsui Sum
Yi (“Ms. Tsui”) to act as the company secretary of the Company. The
company secretary was responsible for facilitating the procedures of
the Board of Directors and facilitating the communication between the
Directors and between the Directors, Shareholders and management.
The profile of Ms. Tsui is stated in the section headed “Profiles of
Directors and Senior Management” in this report. During the Reporting
Period, as the company secretary, Ms. Tsui has received professional
training for no less than 15 hours to update her technique and
knowledge. Ms. Tsui’s main contact with the Company is Mr. Zeng
Feng, our Chairperson.
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D. COMMITTEES UNDER THE BOARD OF
DIRECTORS

Our Board of Directors delegates certain responsibilities to various
committees. In accordance with relevant PRC laws, regulations, the
Articles of Association, the Listing Rules, etc., we have formed four
committees, namely the Audit Committee, the Remuneration and
Appraisal Committee, the Nomination Committee, and the Strategy and
Investment Decision Committee, and have expressly stated its terms of
reference for the committees in writing.

1. Audit Committee

The Audit Committee consists of three members, all of which are
independent non-executive Directors. During the Reporting Period,
such members include Mr. Zha Guiliang (chairperson), Ms. Zheng
Dongyu (resigned on 28 November 2025), Mr. Ong King Keung
(resigned on 20 August 2025), Dr. Chan Ho Wah Terence (appointed
on 26 September 2025) and Ms. Fu Jifang (appointed on 23 December
2025).

During the Reporting Period, the Company abolished the Board of
Supervisors, and thereafter its powers were exercised by the Audit
Committee. The principal responsibilities of the Audit Committee
are to review the financial information of the Company, to review
and supervise the Company’s financial reporting process, financial
control, internal control and risk management systems, to supervise
the Company’s internal audit system and perform corporate
governance duties, to oversee the audit process and to recommend
the engagement or replacement of external auditors, to supervise the
conduct of Directors and senior management in the performance of
their duties, and to submit proposals to the general meeting, etc. The
Audit Committee is also responsible for the communications between
the internal and the external auditors and performing other duties and
responsibilities as assigned by the Board.

As for the appointment and dismissal of external auditors or resignation
of auditors, the Board and the Audit Committee have reached a
consensus.

During the Reporting Period, the Audit Committee held 6 meetings, the
details of which are as follows:

On 16 January 2025, a meeting of the Audit Committee was held in the
Company, at which 2 proposals including the report of the pre-audit
work by the auditor were considered and approved by the Audit
Committee.
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On 21 March 2025, a meeting of the Audit Committee was held in the
Company, at which 11 proposals including the Proposal on Report from
the Auditors on the Audit of the Company’s 2024 Annual Results, the
Proposal on Audited Financial Statements in 2024, and the Proposal
on Re-appointment of the Company’s Auditors were considered and
approved by the Audit Committee.

On 27 April 2025, a meeting of the Audit Committee was held in the
Company, at which 3 proposals including amendments to the Audit
Committee Implementation Rules and the transfer of the Board of
Supervisors’ powers to the Audit Committee were considered and
approved by the Audit Committee.

On 9 June 2025, a meeting of the Audit Committee was held in the
Company, at which 2 proposals including the engagement of a tax
service agency by subsidiaries were considered and approved by the
Audit Committee.

On 22 August 2025, a meeting of the Audit Committee was held in the
Company, at which 8 proposals including the Proposal on 2025 Interim
Results Announcement were considered and approved by the Audit
Committee.

On 23 October 2025, a meeting of the Audit Committee was held
in the Company, at which 2 proposals including the selection of the
Company’s domestic and international auditors for the 2026-2027 were
considered and approved by the Audit Committee.

During the Reporting Period, the attendance of the meetings by the
committee members was as follows:

A

Name

Mr. Zha Guiliang (Chairperson) EEREH(EEZS)

Ms. Zheng Dongyu B A 56 2+
Ms. Fu Jifang Hgrs z+
Mr. Ong King Keung Bk ok
Dr. Chan Ho Wah Terence PR & ZE 1+

EHR
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2. Remuneration and Appraisal Committee

The Remuneration and Appraisal Committee consisted of three
members, including two independent non-executive Directors and one
executive Director, and the committee was chaired by an independent
non-executive Director. The members include Mr. Ong King Keung
(chairperson, resigned on 20 August 2025), Dr. Chan Ho Wah Terence
(chairperson, appointed on 26 September 2025), Mr. Zeng Feng and
Mr. Zha Guiliang.

The principal responsibilities of the Remuneration and Appraisal
Committee are to formulate and review the remuneration policy and
structure of the Directors and senior management and advise the
Board on the same, to make recommendations to the Board on the
remuneration packages of certain executive Directors and senior
management, to establish the performance evaluation standards,
procedures and system, to annually evaluate the performance of
the Directors and senior management and advise the Board on the
same, to review and approve compensation payable to the executive
Directors and senior management for any loss or termination of office
or appointment, to review and approve compensation arrangements
relating to dismissal or removal of the Directors for misconduct, to
review and approve matters relating to share schemes under Chapter
17 of the Listing Rules and to perform other duties and responsibilities
as assigned by the Board.

During the Reporting Period, the Remuneration and Appraisal
Committee held 7 meetings, the details of which are as follows:

On 21 March 2025, a meeting of the Remuneration and Appraisal
Committee was held in the Company. The meeting considered
proposals of reviewing the remuneration policies of the Company’s
management and Directors and evaluating the performance of
executive Directors which were considered and approved by the
Remuneration and Appraisal Committee.

On 15 May 2025, a meeting of the Remuneration and Appraisal
Committee was held in the Company. The meeting considered a
proposal of paying the remuneration of the Company’s executives
for 2022 and 2023 which was considered and approved by the
Remuneration and Appraisal Committee.
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On 25 July 2025, a meeting of the Remuneration and Appraisal
Committee was held in the Company. The meeting considered 2
proposals of determining the remuneration of one candidate for
executive director and one candidate for non-executive director which
was considered and approved by the Remuneration and Appraisal
Committee. The candidate’s remuneration plan will not take effect
until the appointment of Director of the candidates is considered and
approved by the general meeting.

On 22 August 2025, a meeting of the Remuneration and Appraisal
Committee was held in the Company. The meeting considered a
proposal of the amendments to the Implementation Rules of the
Remuneration and Appraisal Committee which was considered
and approved by the Remuneration and Appraisal Committee. The
proposed amendments to the Implementation Rules shall take effect
only upon the consideration and approval by the general meeting.

On 2 September 2025, a meeting of the Remuneration and Appraisal
Committee was held in the Company. The meeting considered a
proposal of determining the salary of the Director candidates which
was considered and approved by the Remuneration and Appraisal
Committee. The candidate’s remuneration plan will not take effect
until the appointment of Director of the candidates is considered and
approved by the general meeting.

On 26 September 2025, a meeting of the Remuneration and Appraisal
Committee was held in the Company. The meeting considered a
proposal of the election of the chairperson of the Remuneration and
Appraisal Committee which was considered and approved by the
Remuneration and Appraisal Committee.

On 28 November 2025, a meeting of the Remuneration and Appraisal
Committee was held in the Company. The meeting considered 2
proposals of adjusting the salary for independent non-executive
Directors and determining the salary of the Director candidates which
were considered and approved by the Remuneration and Appraisal
Committee. The adjustment for independent Directors and candidate’s
remuneration plans shall take effect only upon the consideration and
approval by the general meeting.
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During the Reporting Period, the attendance of the meetings by the H®R&EHA FKZEHFEZBERUT
committee members was as follows:

Number of

meetings attended/

should attend Attendance rate

HEHES M
Name A BHEXE HEE
Mr. Ong King Keung (Chairperson) THREEE(FFZE) 3/3 100%
Dr. Chan Ho Wah Terence (Chairperson) PREEB T (FFZSF) 2/2 100%
Mr. Zha Guiliang EER%E 77 100%
Mr. Zeng Feng 2% A4 717 100%
3. Nomination Committee 3. REEZEE®

The Nomination Committee consisted of three members, includingtwo 2R ZE@RE=ZRZLTE HPBUFHITES
independent non-executive Directors and one executive Director, and A HITEE—Z T L ERBUFEANTES
the committee was chaired by an independent non-executive Director. #E{T - BEH XA L (E X Z 8 B 1K2025F 11
The members include Ms. Zheng Dongyu (chairperson, resigned H28B B {T) H# T 2 +(ZF % 8 - N20254F
on 28 November 2025), Ms. Fu Jifang (chairperson, appointed on 12 A23 B E & {T) « T %38 5t & (B 1202548 A 20
23 December 2025), Mr. Ong King Keung (resigned on 20 August  H & {£) « BR & 21§ - (50 2025F 9 A 26 H # % 1)
2025), Dr. Chan Ho Wah Terence (appointed on 26 September 2025), [ & §% 5 4 -

and Mr. Zeng Feng.

The principal responsibilities of the Nomination Committee aretomake REHZZEeWN T EZME AR EET W AIE 22 E
recommendations to our Board on the scale, structure, and composition RERLKIELZEETAEZTCREE S HHES
of the Board and on the nomination of Directors, to assist the Board &€ HEEESHER VeI EELSNEE
in maintaining a Board skills matrix, to identify and review the Director REAN AZBIYFATEENB LN EFF
and senior management candidates, to assess the independence ofthe Z Tt HE T B AFRFHIFEEZTSRBLE
independent non-executive Directors and the Board diversity policy,to TEZ=&€B YW EMB EEE T -

support the Company’s regular evaluation of the Board’s performance,

and to perform other duties and responsibilities as assigned by the

Board.

During the Reporting Period, the Nomination Committee held 7 HR&EHA  BRZ 8@ HAMIAEE  HBEOT

meetings, the details of which are as follows:

On 21 March 2025, a meeting of the Nomination Committee was held 20253 A21HEAR RN BHIRLEZEEEH -
in the Company, at which 3 proposals of reviewing the scale, structure, E©iHEZFHF T RATEETCHIE  2H - AHEBEK
size and composition of the Board, assessing the independence of the FFZBIYIIFHNTEETNB LM BT EEZTEZ T
independent non-executive Directors and reviewing the Diversity Policy 1t B E R Z B EFR & EH B ZM N 17HE E H31E
of Members of the Board of Directors and the progress on achieving HETHEBSIRZZESEZRG-

the objectives set for implementing the said policy were considered

and approved by the Nomination Committee.
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On 27 June 2025, a meeting of the Nomination Committee was held
in the Company, at which a proposal of formulating the employee
diversity policy was considered and approved by the Nomination
Committee.

On 25 July 2025, a meeting of the Nomination Committee was held in
the Company, at which 2 proposals of the change of a non-executive
Director and the appointment of an executive Director were considered
and approved by the Nomination Committee.

On 22 August 2025, a meeting of the Nomination Committee was
held in the Company, at which a proposal of the amendments to the
Implementation Rules of the Nomination Committee was considered
and approved by the Nomination Committee.

On 2 September 2025, a meeting of the Nomination Committee was
held in the Company, at which a proposal of the appointment of an
independent non-executive Director was considered and approved by
the Nomination Committee.

On 28 November 2025, a meeting of the Nomination Committee
was held in the Company, at which a proposal of the change of an
independent non-executive Director was considered and approved by
the Nomination Committee.

On 23 December 2025, a meeting of the Nomination Committee
was held in the Company, at which a proposal of the election of
the chairperson of the Nomination Committee was considered and
approved by the Nomination Committee.

During the Reporting Period, the attendance of the meetings by the
committee members was as follows:

2

Name

BRAXT(EFEZR)
N#ESLE(EFEEZR)

Ms. Zheng Dongyu (Chairperson)
Ms. Fu Jifang (Chairperson)

Mr. Zeng Feng 48 4 H
Mr. Ong King Keung Tkt
Dr. Chan Ho Wah Terence S 4
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Number of
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11 100%
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4. Strategy and Investment Decision Committee

The Strategy and Investment Decision Committee consisted of three
members, including two executive Directors and one independent
non-executive Director, and the committee was chaired by an executive
Director. The members include Mr. Zeng Feng (chairperson), Mr. Chen
Changyong and Mr. Zha Guiliang. Except for Mr. Zha Guiliang, who
is an independent non-executive Director, all other members are
executive Directors.

The principal responsibilities of the Strategy and Investment Decision
Committee are to conduct studies and make recommendations to the
Board on the long-term development plan and strategies, the significant
investment or financing plans of the Company, and significant capital
investment for operation projects, to review the implementation of
those investment and financing plans, and to perform other duties and
responsibilities as assigned by the Board.

During the Reporting Period, the Strategy and Investment Decision
Committee held 2 meetings. Details are as follows:

On 7 February 2025, a meeting of the Strategy and Investment
Decision Committee was held in the Company which discussed and
reviewed the proposals concerning the financing situation of the
Company for the year of 2024 and the financing plan of the Company
for the year of 2025 which were considered and approved by the
Strategy and Investment Decision Committee.

On 22 August 2025, a meeting of the Strategy and Investment Decision
Committee was held in the Company which discussed and reviewed
the 2 proposals concerning amendments to the Implementation Rules
of the Strategy and Investment Decision Committee and summary and
evaluation report on the Company’s “14th Five-Year” development
strategy plan which were considered and approved by the Strategy and

Investment Decision Committee.
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During the Reporting Period, the attendance of the meetings by the
committee members was as follows:

Name 34

Mr. Zeng Feng (Chairperson) BEE(EAZE)
Mr. Chen Changyong fRE B iAE

Mr. Zha Guiliang EER%E

E. NOMINATION POLICY OF DIRECTORS,
BOARD DIVERSITY POLICY AND DIVERSITY
ANALYSIS

According to the Articles of Association and the relevant nomination
system of Directors, the Nomination Committee provides consultation
to the Board with respect to the nomination of Directors. It will first
consider and determine the candidates for nomination of new or
succeeding Directors, then make recommendations to the Board. The
Board will decide whether to propose such candidate to the general
meeting for election. In the course of selecting candidates of new or
succeeding Directors, the Nomination Committee and the Board will
consider the cultural, educational background, professional experience
and gender of relevant parties and existing composition of the Board,
etc. in accordance with the Diversity Policy of Members of the Board
of Directors. They will also consider the business operation models.
The final decision will be based on the nominated candidates who
will bring about benefits and contributions to the Board. In terms
of gender diversity, the Company targets non-single-gender Board
members and takes into account the gender ratio of existing Board
members when identifying candidates for Director successors. The
purpose of the Directors’ succession plan is to ensure effective and
orderly succession of Directors and maintain a balanced diversity,
overall knowledge and skills of Directors, so as to maintain effective
governance of the Company. When nominating independent non—
executive Directors, in addition to considering relevant elements of the
Board’s diversity policy, the independence of candidates is checked
and the independence of independent non-executive Directors is
assessed annually. Details of the appointment of Directors are set out
in the section headed “C. BOARD OF DIRECTORS - 4. Appointment
of Directors” above.

ENE RXRERESE

BEPRAN SZEHESEHRBELOT

Number of
meetings attended/

should attend Attendance rate

HEHES
EHRARY HE =
2/2 100%
2/2 100%
2/2 100%
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For purposes of reaching a sustainable balanced development, the
Company has regarded the increasing diversity of the members of
the Board of Directors as the key element that supports the Company
to achieve its strategic objective and to maintain the sustainable
development.

The Company has formulated the Diversity Policy of Members of the
Board of Directors, which sets out:

. When the Company is establishing the composition of the
members of the Board of Directors, it will take into consideration
of different aspects and achieve the diversity of the member of
the Board of Directors. Such aspects shall include but are not
limited to gender, age, cultural and educational background,
race, professional experience, technique, knowledge and term
of service. The Company aims to have a Board with diverse
gender composition, and the appointments of the members of
the Board of Directors are made on the principle of recruiting
meritocratic professional. Meanwhile, the candidates are

selected based on objective conditions, fully taking into

consideration the benefits brought by the diversity of members
of the Board of Directors.

. The Company’s selection of candidates will be subject to a
series of standards regarding diversity, including but not limited
to gender, age, cultural and educational background, race,
professional experience, technique, knowledge and term of
service. The final decision will be made based on the strengths
of the candidates and such contribution they can make to the
Board of Directors.

The above measurable objectives were also reviewed and adopted
when the Nomination Committee reviewed the composition of the
Board. The Nomination Committee has selected new or succeeding
Directors pursuant to the requirements of the Diversity Policy of
Members of the Board of Directors, while a special meeting was held
during the Reporting Period to review the implementation and progress
of the Diversity Policy of Members of the Board of Directors, with a
view to achieving the objective of diversifying the members of the
Board of Directors. During the Reporting Period, the Company’s Board
members were not comprised of a single gender Director which has
realised the goal of gender diversity.
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The composition of the Board of Directors, the background of its
members and procedures of selection of new Directors during the
Reporting Period are in line with the requirements of the Diversity
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Policy of Members of the Board of Directors. At the end of the

Reporting Period, an analysis of diversification of the Board of

Directors is as follows:

Item

HH

Gender

4 51

Age
F iR

Post
B8 41

Length of service as Board members

HELABEEEREFE

Experience in water treatment industry

KIGITEL S

Major or expertise

BEXgRE

Category

J Al

Male
EER
Female

%

35 to 50
355% £ 50 5%
51 or above
515 A £

Executive Director

HITES

Non-executive Director
FATES

Independent non-executive Director

BIUFNITESE

Within 1 year

15 R

1 to 3 years (including 3 years)
1E3F(53%F)

3 to 10 years

3F E104F

1 to 5 years (including 5 years)
1255 (85%)

5 to 10 years (including 10 years)
5EZE10F(104)

Over 10 years

FEiB10F

Engineering, project and operational
management

IR HAREEER

Finance and accounting

cREkiE

ENE RXRERESE

Number

A

BEHANEZTENAR KEESRBENES
MEFNAESESLEBRRNBER -BERS
HR - BEFE@ZnlommT:

Percentage in the
members of the
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To establish a fair and inclusive workplace environment, the Company
formulated and improved its employee diversity policy during the
Reporting Period, further clarified core principles aligning employee
diversity policy with the Company’s strategic development, and clarified
that the employee diversity policy will be incorporated into the entire
career life cycle management of employees, including recruitment,
employment, continuous development, compensation and benefits. As
of 31 December 2025, the Company had a total of 1,073 employees
(including senior management), of which 680 were male and 393
were female, accounting for 63.4% and 36.6% of the total number of
employees respectively. Due to the special nature of the Company’s
industry, there is a greater proportion of male employees in front-line
production operations in the Company’s production units, while in
non-front-line production positions, we will attach importance to gender
balance and diversity.

F. RISK MANAGEMENT AND
CONTROL

INTERNAL

The Board acknowledges its responsibility for the effectiveness of risk
management and internal control systems of the Group. The Group has
incorporated environmental, social and governance related risks into
the Group’s risk management and internal control system. The Board
and senior management have overall responsibilities for maintaining
a sound and effective risk management and internal control systems
of the Group in order to protect the interests of Shareholders
and the Group as a whole and to ensure strict compliance with
relevant laws, rules and regulations. The systems include a defined
management structure with limits of authority, and are designed for
the Group to identify and manage the significant risks to achieve its
business objectives, safeguard its assets against unauthorised use
or disposition, ensure the maintenance of proper accounting records
for the provision of reliable financial information for internal use or for
publication, and ensure compliance with relevant laws and regulations.
The systems are designed to provide reasonable, but not absolute,
assurance against material misstatement or loss, and to manage rather
than eliminate risks of failure in the Group’s operational systems and
in the achievement of the Group’s business objectives. Internal control
and risk management systems are reviewed annually and adjusted in
a timely manner in line with the Company’s business development and
operations to ensure their continued effectiveness.
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We have established a set of consolidated risk management policies
and measures for purposes of identifying, evaluating and managing
the operating risk. Our Audit Committee is responsible for monitoring
the Group’s financial control, internal control procedures and risk
management system and reporting on the same to the Board.
The internal audit department establishes a regular internal audit
mechanism, a dynamic management mechanism for internal audit
and rectification, and a mechanism for the coordinated use of audit
results. Regular reports on results of audits and rectification are made
to the Audit Committee and the Board of Directors. The Company has
integrated its compliance management and review responsibilities into
the daily compliance management work of all functional departments,
and has proactively carried out compliance risk identification and
potential hazard investigation. In order to further enhance the level
of lawful and compliant operational management, the Company
established a compliance management department on the basis of
integrating compliance management, legal, audit and other functions.
This department is primarily responsible for organizing the drafting
of basic compliance management systems, special systems, annual
plans, and work reports; conducting evaluations of the effectiveness
of the compliance management system as authorized by the Board;
organizing or assisting business departments in conducting compliance

training, and promoting the informatization of compliance management.

During the Reporting Period, the Audit Committee reviewed the
effectiveness of the Group’s risk management and internal control
systems. The internal audit department followed up rectification and
reported to the Audit Committee on the operational and financial
reports, compliance monitoring and risk management reports provided
by the management. The Audit Committee also regularly reviews the
Group’s performance, risk management and internal control systems
and discusses on the same with the Board. The Board has stated that it
has conducted an audit and review of the Company’s risk management
and internal control system for the year ended 31 December 2025 and
no significant issues have been identified so that significant operational
risks could be effectively prevented. The Board considers that the
Group’s risk management and internal control systems are effective
and adequate in terms of resources, staff qualifications and operations,
training programmes received and the budget thereof.
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The major characteristics of the risk management and internal control
systems are: the Company has consolidated the risk management and
internal control systems and has formulated the systematic framework
from the company level and business level. Under such framework,
a mutual mapping between key risk points and control points is
established by setting up a risk control matrix in order to implement
the control measures in relation to risk identification, evaluation and
addressing in various business processes within the enterprise.
As a result, risk management and internal control can be merged
in organic manner. The Company shall classify the internal control
system into three layers, namely the basic management system,
specific regulations/management measures and detailed rules for
implementation. The effectiveness of various rules and regulations
shall be evaluated each year and annual construction plan of the
system shall be devised in accordance with the evaluation results and
the regulatory requirements and based on the business need of the
Company, and such rules and regulations that need to be established,
amended and abolished shall be expressly provided. The Company
highly values the dynamic monitoring of risk management. Based on
the changes of the internal and external environments of the Company,
the impact created on the Company’s operating process by various
risks and the possibility of the loss caused by such various risks are to
be quantified; and the Company’s risk tolerance and risk addressing
strategies are reasonably confirmed. The Company seriously concerns
about the management and control of major risks, focuses on the major
risks evaluated, refines the solution thereof; analyses in depth the root
cause for the generation of the major risks, causes of risks, possible
impacts and addressing strategies to be adopted; and formulates

practicable measures for risk management and control.
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The procedures by which the Company examines the effectiveness of
the risk management and internal supervision system shall include:
to formulate an appraisal proposal, to establish an appraisal team, to
implement on-site tests, to identify and control defects, to summarise
and compile the appraisal results, and to prepare an appraisal
report. The Company shall authorise the internal audit department
to be responsible for the specific organisation and implementation
of the appraisal on internal control. The Company shall put forward
some confirmed opinions after conducting comprehensive analysis
on the defects in internal control. Then, the Company shall make a
final confirmation after it has carried out the review pursuant to the
stipulated authority and procedures and shall classify such defects
as material defects, important defects and general defects based
on the impact produced by such defects. Such confirmed opinions
shall be proposed in form of a written report to report to the Board of
Directors and the Operating Meeting. Material defects shall be finally
confirmed by the Board of Directors. The Company shall timely adopt
the corresponding strategies with respect to the material defects and
important defects, and practicably control risks within the range that
the Company can undertake. In addition, the Company shall pursue
the liabilities of the relevant department or personnel.

We have also appointed external professional advisors (including the
auditor, legal or other advisors) for provision of professional advice
and continuous guidance on how we observe all applicable related
laws and regulations.

For purposes of such various risks we are exposed to during our
operation, we focus on the strengthening of the internal control and
risk management systems. We have implemented many policies
and measures in order to ensure that effective risk management is
conducted in respect of the operation, financial reports and records,
fund management and the compliance with applicable laws and
regulations of Hong Kong and China. We attach importance to various
environmental, social and governance risks and the Board and
management have overall responsibility for these risks. In addition, the
Company has a safety and environmental management department
to regularly manage and monitor the environmental and social risks
faced by the Company and has established a series of systems and
contingency management plans and is responsible for reporting to the
Audit Committee and the Board when there are significant changes
to the relevant risks so that timely effective measures can be taken to
reduce the risks and mitigate the damage in a timely manner. During
the Reporting Period, the Board has reviewed the environmental,
social and governance structure of the Company and considered that
resources, staff qualifications and operations, training programmes
received by employees and relevant budget were adequate.
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In addition, the Company places a great emphasis on inside
information management. For the purposes of strengthening the
confidentiality of inside information, maintaining the fairness of
information disclosure and protecting the legal interests and rights
of the general investors, the Company formulated the Information
Disclosure System of Kunming Dianchi Water Treatment Co., Ltd. ((&
BRSE M K B D B BR A Rl {5 B 3 58§ £ )), the Internal Reporting
System of Material Information of Kunming Dianchi Water Treatment
Co,Ltd KEBREMKBEROBERAFERNFELEANIDRS I E))
and other internal documents and formed the lawful and compliant
information disclosure mechanism in accordance with the requirements
of relevant laws and regulations, the Listing Rules and other regulatory
documents. The Company carried out information disclosure strictly
pursuant to the regulatory requirements and expressly stipulated
that the Board of Directors shall manage in a uniform manner and be
responsible for the information disclosure. The Chairperson is the first
officer in charge of the information disclosure.

G. DIVIDEND POLICY

According to the Company Law and the Articles of Association, the
Company can only pay dividends from the after-tax profits after making
the following distribution:

. Compensation for accumulated losses (if any);

. Allocating the equivalent of 10% of after-tax profits to the
statutory reserve; and

. The amount (if any) approved by the Shareholders at the
general meeting will be allocated to arbitrary provident fund.

After the statutory reserve fund has reached and maintained at 50%
or above the registered capital, no further transfer is required. The
Company’s distributable profit in relation to the above transfer and
the Company’s dividend distribution are expected to be paid by
after-tax profit determined in accordance with the Generally Accepted
Accounting Principles in China or IFRS Accounting Standards,

whichever is lower.
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All Shareholders are entitled the same right to receive dividends and
distributions distributed by Shares or cash.

The proposal of payment and the amounts of dividends will be made at
the discretion of the Board and will depend on the Company’s general
business condition and strategies, cash flows, operating results and
capital needs, the interests of Shareholders, taxation conditions,
statutory and regulatory restrictions, and other factors that our Board
deems relevant. Any dividend distribution shall also be subject to the
approval of our Shareholders in a Shareholders’ general meeting.

H. THE DIRECTORS’ LIABILITY TO THE FINANCIAL
STATEMENTS

The Board of Directors is unaware of any material uncertainties
relating to any events or conditions that may cast significant doubt
on the Company’s ability to continue as a going concern. The Board
of Directors has confirmed to undertake its responsibility for the
preparation of the Group’s financial statements as of 31 December
2025.

l. REMUNERATION OF AUDITORS

Auditors engaged by the Company shall be openly selected and
nominated by the Board and approved by or with the authorisation of
the general meeting of Shareholders. Their remuneration is determined
by the Board as authorised by the general meeting of Shareholders.
The Company appointed Forvis Mazars as its international auditor and
engaged Zhongshen Zhonghuan to handle its PRC domestic audit work
in 2025. The remuneration paid or payable to Zhongshen Zhonghuan
and Forvis Mazars in respect of statutory annual audit services and
non-audit services, including non-audit services related to the Group’s
continuing connected transactions reporting, reviewing preliminary
announcement of annual results, attendance at annual general meeting
and agreed-upon-procedure — circular (regarding matters related to
finance lease and entrusted loan renewals), amounts to approximately
RMB1.95 million, and RMBO0.19 million respectively.
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J. SHAREHOLDERS’ RIGHTS

1. Shareholders have the right to initiate and convene the

extraordinary general meeting

In accordance with the provisions of the Articles of Association, the
Shareholders shall be entitled to the following right: A Shareholder
solely holding or Shareholders aggregately holding more than 10%
(inclusive) of Shares having voting powers in the Company may sign
a written request to suggest the Board of Directors for convening
an extraordinary Shareholders’ general meeting. When the Board
of Directors disagrees with convening or fails to convene a general
meeting as stipulated in the Articles of Association, Shareholders who
solely or collectively hold more than 10% (inclusive) of the Shares
with voting rights in the Company may request in writing for the Audit
Committee to convene the general meeting. If the Audit Committee
disagrees with convening or fails to convene the general meeting as
stipulated in the Articles of Association, Shareholders who have held
more than 10% (inclusive) Shares in the Company individually or
collectively for more than 90 consecutive days may convene and hold
the meeting themselves, and the reasonable expenses incurred shall
be borne by the Company.

2. Shareholders have the right to submit a provisional draft

resolution to the Company at the general meeting

It is also provided in the Articles of Association that when the
Company is to convene a general meeting, Shareholders individually
or collectively holding more than 1% (inclusive) Shares in the
Company shall have the right to submit proposals to the Company. If
the requirements regarding the time limits stipulated in the Articles of
Association are met, and should some items in such provisional draft
resolution fall into the scope of the job duties of the general meeting,
the Company shall have such items included in the agenda of such
meeting.
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3. Shareholders are entitled to the inquiry right

Shareholders have the right to inspect and copy the Articles of
Association, the register of Shareholders, the minutes of general
meetings, the resolutions of Board meetings, and financial and
accounting reports. Eligible Shareholders may also inspect the
Company’s accounting books and vouchers. Shareholders who submit
an inquiry request shall provide the Company with written documents
proving the type and number of Shares they hold in the Company.
Upon verification, the Company shall provide the information as
requested by the Shareholders. Shareholders requesting access to
the Company’s accounting books and vouchers shall submit a written
request to the Company, stating the purpose. If the Company has
reasonable grounds to believe that a Shareholder’s inspection of the
accounting books and vouchers has an improper purpose and may
harm the Company’s legitimate interests, it may refuse to provide
access and shall respond in writing to the Shareholder within 15 days
from the date of the Shareholder’s written request, stating the reasons
therefor. If the Company refuses to provide access, the Shareholder
may file a lawsuit with the people’s court.

As for the inquiry required to be concerned by the Board,
the Shareholders may send an email to the email address at
dshbgs@kmdcsw.com for the Board of Directors or a letter to the
following address. The Company will timely process all the inquiries in
an appropriate manner:

Wastewater Treatment Plant No. 7
Kunming Dianchi Tourist Resort

Kunming City, Yunnan Province, the PRC
(For the attention of the Board)
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K. COMMUNICATIONS WITH SHAREHOLDERS

Effective communications with Shareholders is a core element of
corporate governance, which is conducive to protecting investors’
rights to information and participation, and is essential to the
enhancement of investor relations and the enhancement of investors’
understanding of the Company’s business and strategies. The
Company highly values Shareholders’ opinions and suggestions,
encourages Shareholders to attend general meetings to ensure a high
level of accountability and to keep them informed of the Company’s
strategy and objectives. It also carries out investor relations activities
through a combination of channels such as setting up an investor
hotline, emails and holding results presentations for Shareholders
to express their views, in order to keep the communications with
Shareholders, and to timely satisfy the reasonable demands of all
Shareholders. The Company has evaluated the implementation and
effectiveness of its Shareholder communication policy during the
Reporting Period. During the Reporting Period, Shareholders’ legal
rights such as the right to propose the convening of general meetings,
the right to make proposals, the right to make enquiries and the right to
speak at general meetings have been protected in accordance with the
relevant provisions of the Articles of Association and the Listing Rules.
The Company’s investor hotline, email and other communications
are also kept open. During the Reporting Period, the Company’s
Shareholder communication policy was effective.

L. INVESTOR RELATIONS

The Company believes that good investor relations may help build
more stable and consolidated shareholder base. As a result, the
Company has been and will be dedicated to maintaining a higher
degree of transparency, observing the Listing Rules and timely
providing investors with comprehensive and accurate information,
and constantly performing the obligation of the listed company
on information disclosure. Investors can download and review
the Company’s regular reports, financial statements and trading
announcements on the websites of the Stock Exchange and the
Company.

The Company will continue to maintain open-up and effective investors
communication policies for the purposes of timely providing investors
with the latest information on the Company’s business subject to the
compliance with the relevant regulatory provisions.
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M. ARTICLES OF ASSOCIATION

In accordance with the relevant provisions of the latest amended
and effective Company Law and the Guidelines on the Articles of
Association of Listed Companies, during the Reporting Period, the
Company made an amendment to its Articles of Association. The
amendments included: (i) abolishing the Board of Supervisors and
consolidating its powers into the Audit Committee; (ii) the contents
of the exercise of rights and fulfillment of obligations by controlling
Shareholders and de facto controllers in accordance with the law are
further clarified and improved; (iii) the qualifications, independence
requirements and performance requirements for independent
non-executive Directors are added; (iv) the obligations of loyalty and
diligence of Directors and senior management and the avoidance
of conflicts of interest are improved and sequentially adjusted. For
details, please refer to the Company’s announcement dated 28 April
2025 and the circular dated 7 June 2025. The resolutions in respect of
amendments to the Articles of Association have been approved by way
of a special resolution at the 2024 annual general meeting.

N. ENVIRONMENTAL, SOCIAL AND GOVERNANCE
REPORT

During the Reporting Period, the Company has complied with the
provisions of “Comply or Explain” (“7~i& <F &t % #£”) stated in the
“Environmental, Social and Governance (“ESG”) Reporting Guide”. The
Environmental, Social and Governance Report is set out in Chapter
Twelve of the “Environmental, Social and Governance Report” of this

annual report.
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CHAPTER NINE CORPORATE GOVERNANCE REPORT

EAE

ERERHRE

O. CORPORATE CULTURE

The Board of Directors is responsible for the creation, dissemination,
promotion and fulfillment of corporate culture. Corporate culture is one
of the soft power and core competitiveness of an enterprise, and it
runs through all processes of enterprise operation and management,
team building, and strategy implementation. The Company attaches
great importance to the creation and inheritance of corporate culture.
The Company upholds the business philosophy of “Consummation and
Sustainability”, and adheres to the value of “Advocating science, daring
to be the first, pursuing excellence, serving customers”, focusing
on the main responsibility and principal business, providing basic
protection and professional services for environmental protection and
management, ecological civilization construction and economic and
social development, and creating wealth for Shareholders and value for
society. As a state-owned listed enterprise, we adhere to the principle
of “developing an enterprise with integrity and creating our culture with
virtues”, and adopt integrity and self-discipline as the code of conduct
for all management and staff. The Company’s corporate culture is
communicated through a top-down approach to ensure that it is in line
with the Company’s development strategy and development stage.
The Company conducts annual training for its employees to enable
them to understand the corporate culture and their code of conduct
at work, so as to achieve unity and clarity of purpose and to ensure
that the Company’s business strategies and plans are successfully
implemented. The Company’s objectives, values and strategies are
aligned with the corporate culture.
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CHAPTER TEN

forvss
mazars

To the members of Kunming Dianchi Water Treatment Co., Ltd.
(Incorporated in the People’s Republic of China with limited liability)

OPINION

We have audited the consolidated financial statements of Kunming
Dianchi Water Treatment Co., Ltd. (the “Company”) and its
subsidiaries (together the “Group”) set out on pages 158 to 304,
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 financial position of the Group as at 31 December
2025, and of its financial performance and cash flows for the year then
ended in accordance with IFRS Accounting Standards issued by the
International Accounting Standards Board (the “IASB”) and have been
properly prepared in compliance with the disclosure requirements of
the Companies Ordinance.

BASIS FOR OPINION

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

INDEPENDENT AUDITOR’S REPORT

E+E BIZAERE

Forvis MazArs CPA LIMITED
P N N

T 2 0 R A A PR A

42nd Floor, Central Plaza

18 Harbour Road, Wanchai, Hong Kong

A W AT s M 1 8 Y P BRI 42

Tel #7: (852) 2909 5555

Fax fifEL: (852) 2810 0032
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CHAPTERTEN INDEPENDENT AUDITOR’S REPORT
F+E BIAKBERSE

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 for the current year. 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.

HEEFER

MREAFNFTAERERAMANTEXHE R/YHYAE
FENAGHYBRRNBITRREENER &
UEBELERAMEAEEAHVBERRREAER
ABETEEN BN TEHELETRREHER
MER -

Key audit matter identified in our audit is summered as How our audit addressed the Key Audit Matter

follows:

Recoverability of trade receivables, receivables under
service concession arrangements, contract assets and
amounts due from customers for construction contracts

“Receivables under service concession arrangements”, Note
20 “Contract assets”, Note 19 “Amounts due from customers -
for construction contracts” and Note 2 “Principal accounting
policies — Critical judgements and accounting estimates” to
the consolidated financial statements.

As at 31 December 2025, the net carrying amounts of
trade receivables, receivables under service concession
arrangements, contract assets and amounts due from -
customers for construction contracts were approximately
RMB5,337,576,000, RMB1,365,955,000, RMB241,463,000
and RMB889,133,000, respectively, and loss allowance
provisions for trade receivables, receivables under service
concession arrangements, contract assets and amounts due
from customers for construction contracts were approximately
RMB237,133,000, RMB35,615,000, RMB6,394,000 and -
RMB22,654,000, respectively.

Management assesses the recoverability of trade receivables,
receivables under service concession arrangements, contract
assets and amounts due from customers for construction
contracts based on the risk profile, customers’ liquidity,
historical credit losses, past collection history, subsequent -
settlement and other current and forward-looking information
on macro economy.

We have identified the above matter as a key audit matter
because of the significant judgement involved in determining
the recoverability of trade receivables, receivables under
service concession arrangements, contract assets and
amounts due from customers for construction contracts and
their significant amounts.

Refer to Note 26 “Trade and other receivables”, Note 18 Our audit procedures, among others, included:

evaluating the internal controls over the Group’s
assessment process in relation to the recoverability
of trade receivables, receivables under service
concession arrangements, contract assets and
amounts due from customers for construction
contracts;

testing, on a sample basis, the accuracy and
completeness of the ageing report for trade
receivables, and historical credit losses for trade
receivables, receivables under service concession
arrangements, contract assets and amounts due from
customers for construction contracts;

obtaining management’'s assessment of future
expected credit losses and the change of credit risk
of significant balances and evaluating management’s
assessment against available evidence including but
not limited to obtaining market data for our analysis;
and

examining subsequent settlements of trade
receivables.
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CHAPTER TEN

KEY AUDIT MATTERS (continued)
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CHAPTER TEN INDEPENDENT AUDITOR’S REPORT
F+E BIAKBERSE

OTHER INFORMATION

The directors of the Company are responsible for the other information.
The other information comprises the information included in the
2025 annual report, but does not include the consolidated financial
statements and our auditor’s report thereon.

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

conclusion thereon.

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

RESPONSIBILITIES OF DIRECTORS AND THOSE
CHARGED WITH GOVERNANCE FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation of
the consolidated financial statements that give a true and fair view in
accordance with IFRS Accounting Standards issued by the IASB, and
the disclosure requirements of the Companies Ordinance, and for such
internal control as the directors of the Company determine is necessary
to enable the preparation of the 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.

Those charged with governance are responsible for overseeing the
Group’s financial reporting process.
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CHAPTER TEN

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

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

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

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

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

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

INDEPENDENT AUDITOR’S REPORT
F+E BIAKBERSE
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CHAPTER TEN INDEPENDENT AUDITOR’S REPORT
F+E BIAKBERSE

AUDITOR’S RESPONSIBILITIES FOR THE #X8MHEEBEFEHUMBHR R KRENEHR

AUDIT OF THE CONSOLIDATED FINANCIAL (#&)
STATEMENTS (continued)

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

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

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

. Plan and perform the group audit to obtain sufficient -
appropriate audit evidence regarding the financial information
of the entities or business units 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 those charged with governance regarding, B H fth
among other matters, the planned scope and timing of the audit and #) & 5
significant audit findings, including any significant deficiencies in 1 &
internal control that we identify during our audit.
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CHAPTER TEN

AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (continued)

We also provide those charged with governance 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 those charged with governance,
we determine those matters that were of most significance in the audit
of the consolidated financial statements of the current year 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.

Forvis Mazars CPA Limited
Certified Public Accountants
Hong Kong, 20 March 2026

The engagement director on the audit resulting in this independent
auditor’s report is:

Chan Chi Ming Andy
Practising Certificate number: P05132
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CHAPTER ELEVEN CONSOLIDATED FINANCIAL STATEMENTS

CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

g+-2

Notes

M &F
Revenue [N 5
Cost of sales 8 & R A 6
Gross profit EA
Selling expenses HEEH 6
Administrative expenses THEA 6
Research and development expenses ift % & A 6
Net impairment losses on financial assets CREEREBKFR 3.1(b)
Net other income H = F 58 7
Other losses Hih A 8
Operating profit SR
Finance income B 75 W A 9
Finance costs B 1 B AN 9
Finance costs — net B RS AR—F 88 9
Share of results of associates BENRIGCERRNE 22
Profit before taxation Biw A A
Income tax expense FREHERA 11
Profit for the year EEFHE
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EHMBHRE cHEAZREtEERER

For the year ended 31 December 2025 & £2025F 12 4318 [t F &

Year ended 31 December
HE12A3MALEE

2025
2025
RMB’000
AR#¥Fx

1,479,552
(772,659)

706,893
(1,152)
(51,429)
(354)
(173,961)
7,256
(62,724)

424,529

45,231
(237,227)

(191,996)

3,669

236,202
(39,331)

196,871

2024
2024 4
RMB’000
ARETT

1,594,164
(880,513)

713,651
(1,139)
(76,135)

(129,040)
23,076
(5,505)

524,908

48,038
(263,627)

(215,589)

5,035

314,354
(50,426)

263,928
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CHAPTER ELEVEN CONSOLIDATED FINANCIAL STATEMENTS
CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME (Continued)
E aHMHGHR &HRBR=

For the year ended 31 December 2025 & £2025F 12 A31 8 It F &

Notes
M &F
Other comprehensive (loss) income Httzm(BHR) W HE
Item that may be reclassified subsequently to ~ H i AJgEEH 7 HHZ2
profit or loss: Bm A
Exchange differences arising from translation B EFIINEKE LN
of foreign operation EHER
Total comprehensive income for the year EEZEWGZRE
Profit attributable to: FIHERBE:
— Equity holders of the Company —ARAEEEFEA
— Non-controlling interests —IE M =
Total comprehensive income attributable to: £ H X Z B R B W ¢
— Equity holders of the Company —ARAERFEEA
— Non-controlling interests — JEVE &Il MR
Earnings per share for profit attributable to BN AR T ZHFEFA
equity holders of the Company HABENERKE
(expressed in RMB per share) (UL FBAR¥Tat)
— Basic and diluted earnings per share —EARHESRKZE 14

RRENKBEROBARRF 2025F EHE

R H % i & & ()

Year ended 31 December
BEZ12A31MBILLEE

2025 2024
2025 & 2024
RMB’000 RMB’000
AR¥F 1 ARBTFT
(432) 1,116

(432) 1,116
196,439 265,044
196,206 263,222

665 706
196,871 263,928
195,774 264,338

665 706
196,439 265,044
0.26
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CHAPTER ELEVEN CONSOLIDATED FINANCIAL STATEMENTS
CONSOLIDATED STATEMENT OF FINANCIAL POSITION
F+—F GHUHHERR GHHMHERRAR

As at 31 December 2025

R2025%12 A31 8

2025
2025 £
Notes RMB’000
Bt & AR¥Tx
Non-current assets ERENEE
Investment properties REME 15 221,485
Right-of-use assets/land use rights & A EE /L i A 16 358,746
Property, plant and equipment THE IBRERXE 17 2,287,267
Receivables under service concession R EERETH
arrangements & W 318 18 1,347,082
Amounts due from customers for construction EWEFEiEA B &
contracts 19 842,026
Trade and other receivables JE M5 BR SR Ko H b FE UK 3R 26 223,514
Contract assets ERNEE 20 241,463
Intangible assets mEEE 21 872,457
Interests in associates B &R E 22 69,395
Deferred tax assets EERIEE E 23 134,526
6,597,961
Current assets mBEE
Receivables under service concession B EERZETH
arrangements JiE U 3 18 18 18,873
Amounts due from customers for construction EWEFZEA R K
contracts 19 47,107
Inventories 78 24 6,642
Financial assets at amortised cost L#BEKAFTENSREE 25 59,400
Trade and other receivables B UK BR BN K E b Uk 3R 26 6,668,835
Restricted funds XEHE D 27 3,501
Cash and bank balances Be RRITHEHS 27 33,629
6,837,987
Current liabilities nBaRK
Trade and other payables JE 5 BR BN K E b B 5 3R 28 1,846,713
Contract liabilities cRAE 28 13,772
Tax payables FE 1§18 257,932
Borrowings R 29 3,030,567
5,148,984
Net current assets MBEEFRHE 1,689,003
Total assets less current liabilities REERARDAESE 8,286,964

2025 Annual Report Kunming Dianchi Water Treatment Co., Ltd.

2024
2024 4
RMB’000
ARETT

246,702
368,565
2,288,351

1,688,687

550,792
223,052
825,554

65,726
110,075

6,367,504

19,496

24,581
6,212
119,600
5,809,617
25,965
10,977

6,016,448

1,984,442
30,127
190,597
2,490,841

4,696,007

1,320,441

7,687,945



CHAPTER ELEVEN CONSOLIDATED FINANCIAL STATEMENTS
CONSOLIDATED STATEMENT OF FINANCIAL POSITION (Continued)

A= =
£+ —=
Notes
M &
Non-current liabilities ERBERK
Deferred revenue iR FE W = 30
Borrowings f& % 29
Deferred tax liabilities RELEHEEE 23
NET ASSETS FEE
Capital and reserves EXAREE
Share capital & 75 31
Other reserves H fth 7 & 32
Accumulated profits B 17 W=
Equity attributable to equity holders ANBREBZHAA
of the Company FE 1 #E 25
Non-controlling interests FEEFEES
TOTAL EQUITY BEEE

These consolidated financial statements on pages 158 to 304 were

approved and authorised for issue by the Board of Directors on 20
March 2026 and signed on its behalf by:

Zeng Feng

FI8EEFIMAZAHMBRRDILESTERN

2025
2025 £
RMB’000

AE#®FT

654,746
2,161,505
35,871

2,852,122

5,434,842

1,029,111

1,659,089
2,735,444

5,423,644
11,198

5,434,842

EHMBHRRX SHMBNRIARGE

As at 31 December 2025 73202512 A31H

2024
2024 %
RMB’000
ARBTT

306,653
2,098,338
40,661

2,445,652

5,242,293

1,029,111

1,644,580
2,558,069

5,231,760
10,533

5,242,293

202653 H20 R #E R X ETIE AU TEER

REE:

Chen Changyong
BREE
Director

EF

BREMKBERGERLAF

2025 E R &
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CHAPTER ELEVEN CONSOLIDATED FINANCIAL STATEMENTS
CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
£F+—F GHUHHER GHEZEIX

For the year ended 31 December 2025 & £2025F 12 4318 [t F &

Attributable to the equity holders of the Company

FRARBEHAAER
Non-
Share Other  Accumulated controlling
capital reserves profits Total interests  Total equity
323 )3
B& 4 BHERE aE B RELE

RMB'000 RMB'000 RMB'000 RMB 000 RMB 000 RMB 000
ARETFT ARETrT AREFr AREFT ARETT ARETR

(Note 31) (Note 32)

(H#31) (Wit32)

At 1 January 2024 R2024E1A18 1,029,111 1,613,774 2,324,597 4,967,482 9,822 4,977,304
Profitfor the year EEHE - - 263,222 263,222 706 263,928
Other comprehensive income: A2 ENE:
Item that may be reclassified subsequentlyto  E#H s EH 7 BE1E# 7

profit or loss %R
Exchange differences EXZEH - 1,116 - 1,116 = 1,116
Total comprehensive income for the year FEZENREE - 1,116 263,222 264,338 706 265,044
Transactions with owners: BRAENRS:
Contributions and Distributions HERAE
Transfer to statutory reserves (Note 32(a)) REUETE 6 18 (7 3232(a) = 29,750 (29,750) = = =
Others it - (60) - (60) 5 (55)
At 31 December 2024 R2024%12 8310 1,029,111 1,644,580 2,558,069 5,231,760 10,533 5,242,293
At 1 January 2025 #202551 18 1,029,111 1,644,580 2,558,069 5,231,760 5,242,293
Profit for the year FEEFE 196,206 196,206 196,871
Other comprehensive loss: EthzEBE:
Item that may be reclassified subsequently — HEH#EHFBEEE

to profit or loss ZHEE
Exchange differences ERLER (432) (432)
Total comprehensive income (loss) for the year % & 2 [ W% (K518) B8 196,206 195,774 196,439
Transactions with owners: BRAENRS:
Contributions and Distributions HERAIR - - - -
Transfer to statutory reserves (Note 32(a)) RBUATE 6 18 (#73132(a) 18,831 (18,831) - =
Deregistration of a subsidiary HHEN B AR (3,750) - (3,750) (3,750)
Others it (140) = (140) (140)
At 31 December 2025 #2025512 318 1,029,111 1,659,089 2,735,444 5,423,644 11,198 5,434,842
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CHAPTERELEVEN CONSOLIDATED FINANCIAL STATEMENTS
CONSOLIDATED STATEMENT OF CASH FLOWS
EHMBHER GHATRER

For the year ended 31 December 2025 & £2025F 12 A31 8 It F &

g+—%

2025

2025 4
RMB’000
B &t AR¥FTT

(270,681)
(231,638)
(21,843)

(524,162)

Notes
OPERATING ACTIVITIES R R
Cash (used in) generated from operations KEEREENR S 34(a)
Interest paid 2 F B
Income tax paid BB
Net cash (used in) from operating activities REFBH(FRELEWER £
B

INVESTING ACTIVITIES BEEH
Purchase of property, plant and equipment BETHE IKREEZME
Settlement of construction costs HEEREZHAK
Proceeds from disposal of property, plantand HE&THE - T &

equipment BAEFTE R
Proceeds from disposal of receivables under  HERHFE LR #ETH

service concession arrangements FE W R IB FT 15 K
Repayments from related parties B B R
Interest received 2 W F E
Cash paid for final consideration of AERMMEBHE QR

a previously acquired subsidiary WERERERD

Proceeds from disposal of subsidiaries
Proceeds from disposal of associates

& KB 2~ B # PR AS BROR
6 B R B H PTG BUR

(3,063)
(78,116)

69

36(b)(i) 200
20,418

(6,342)

Net cash (used in) from investing activities

REFBH(ERELENESE

F 8

(66,834)

RRENKBEROBARRF 2025F EHE

2024
2024 4
RMB’000
ARBTT

535,700
(220,099)
(21,781)

293,820

(31,943)
(72,461)

5,709
50,033

8,200
39,477

76,184
467

75,666
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CHAPTER ELEVEN CONSOLIDATED FINANCIAL STATEMENTS
CONSOLIDATED STATEMENT OF CASH FLOWS (Continued)
¥+—% aHUBHx aHRERERGE)

For the year ended 31 December 2025 & £2025F 12 4318 [t F &

2025 2024
2025 2024 F
RMB’000 RMB’000
AR¥Tx AR T
FINANCING ACTIVITIES L& FE
Decrease of restricted funds BWAZREE S 11,710 28,902
New borrowings raised BRI R 2,840,482 2,324,400
Repayments of borrowings EEBR (2,238,541) (2,886,137)
Net cash from (used in) financing activities B ZFEE £ (FE H) K
HR&EFHE 613,651 (532,835)
Net increase (decrease) in cash and RERBEEEEWFHEM
cash equivalents (i 2) 22,655 (163,349)
Effect of exchange rate changes Exgegre (3) 238
Cash and cash equivalents at the beginning of & B ¥ H ] & &
the reporting period REEEYD 10,977 174,088
Cash and cash equivalents at the end BEPANRAER
of the reporting period, represented by REEBEY URER
cash and bank balances RITHERT T 10,977
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CHAPTER ELEVEN CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

£+—%

EHUMBHRET SHMBHRME

For the year ended 31 December 2025 #;E2025% 12 A31H It F &

1. GENERAL

Kunming Dianchi Water Treatment Co., Ltd. (the “Company”) was
incorporated in Yunnan Province of the People’s Republic of China
(“PRC”) on 23 December 2010 as a joint stock company with limited
liabilities under the Company Law of the PRC and its shares are listed
on the Main Board of The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”). The registered office of the Company is located at
Wastewater Treatment Plant No. 7, Kunming Dianchi Tourist Resort.

As at 31 December 2025, the directors of the Company consider the
Company’s immediate and ultimate holding company is Kunming
Dianchi Investment Co., Ltd. (R BIEMIE EF5FH R A &, “KDI"), a
state-owned enterprise established in the PRC.

The Company and its subsidiaries (together, the “Group”) are
principally engaged in the development, design, construction, operation
and maintenance of water supply and wastewater treatment facilities
in the PRC. The activities of the principal subsidiaries of the Company
are set out in Note 37 to the consolidated financial statements.

2. PRINCIPAL ACCOUNTING POLICIES

Statement of compliance

These consolidated financial statements have been prepared
in accordance with IFRS Accounting Standards issued by the
International Accounting Standards Board (the “IASB”), which
collective term includes all applicable individual IFRS Accounting
Standards, IAS Standards and IFRIC Interpretations issued by the
IASB and the disclosure requirements of the Hong Kong Companies
Ordinance. These consolidated financial statements also comply with
the applicable disclosure requirements of the Rules Governing the
Listing of Securities on the Stock Exchange (the “Listing Rules”).
There is no significant difference between the data recognised through
the IFRS Accounting Standards and the data recognised in accordance
with the Chinese Accounting Standards.

1. —BEN

ERAEMKBRODERQB(TAL2F]) R ZEF
EARLAME(THE] QA ZEINR2010F12 423 H
ErBEZEEAFMRIORNEREMTLA B
BROEEABEXSGMAERLATE IR 1R
FH-ARRBMFMBEFECAEREDREE
BRIEE L5 K-

M2025F 128318 ARAIEERABARAMNE
BEREEEBRAFRAERHEODREARETRA
(BEREMRE]) HARPBEKRYHBEAERE-

ARRAREMBRARA(GBIAEEANETETE
WERELEMBKERBRENFE Rt I
BENBEE - ALCBAETENBLANEHHENA
BF BF 75 3R R B FE37 -

11}

2. FEERHEK
BN

ZEaHUBRRCRERAReHENEES((H
BesEABREE)EMHREBERELNS
SR EBEM A E R E R BB RS %
AestER BEREAEERRE UREEQF
OO BEBEREMNEE AEHHBEHRRTET
BomEFr LHRAMNTETRADNERRER
T -RBERMBRESHENERNREER
RAOBESAEAERNBETITFEERER -

EREMKBERBERLE 2025F EH &
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CHAPTER ELEVEN CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

F+—F SHUBER

& O B %5 3 3 Bf 5 (B

For the year ended 31 December 2025 #;E2025%4 12 A31H It F &

2, PRINCIPAL ACCOUNTING POLICIES (continued)
Application of amendments to IFRS Accounting Standards

The Group has applied, for the first time, the following new/revised
IFRS Accounting standards that are relevant to the Group:

Amendments to IAS 21 Lack of Exchangeability

Amendments to IAS 21: Lack of Exchangeability

The amendments require an entity to apply a consistent approach to
assessing whether a currency is exchangeable into another currency
and, when it is not, to determining the exchange rate to use and the
disclosures to provide.

The adoption of the amendments does not have any significant impact
on the consolidated financial statements.

Amendments to IFRS Accounting Standards issued but not yet

effective

At the date of approving these consolidated financial statements, the
IASB has issued a number of revised IFRS Accounting Standards that
are not yet effective for the current year and which the Group has not
early adopted. These include the followings which may be relevant to
the Group.

Amendments to IFRS 9
and IFRS 7

Amendments to the Classification and

Measurement of Financial Instruments(”
Annual Improvements Volume 11M
to IFRS Accounting

Standards
Amendments to IFRS 9  Contracts Referencing Nature-dependent
and IFRS 7 Electricity™
IFRS 18 Presentation and Disclosure in Financial
Statements®
IFRS 19 Subsidiaries without Public Accountability:

Disclosures®
Amendments to IAS 21 Translation to Hyperinflationary Presentation
Currency®

Amendments to IFRS 10 Sale or Contribution of Assets between

and IAS 28 an Investor and its Associate or Joint
Venture®
(1) Effective for annual periods beginning on or after 1 January 2026
(2) Effective for annual periods beginning on or after 1 January 2027
(3) The effective date to be determined

2. FEEHEBERGE)
HE PR R T 4R 4 B RS R (f AT )

7 % B B %R B AT SR 4 4 B 0 3 T A8
e ETE R B S R 5 B & 2o

BEREFENF221IRUBTAR) REZA BN

B E BRI E2195 (55T 4K) - SR Z AT £ 1%

ZEBAABZRERBRIFM —BEKIE ALK
RE-—EEEE AR TAA LB NEERAE
ERBEEBBEENSER RN F -

RMZEEIAUEHYBERELATAERY
@,

ERBEREMZEBRMBEBREEFENETL

REafBHRRELEDS BRSFERNES
EERMETRAFERRERBEAEE L ER
ARAZERMBRSENGF BB A B
TEEAREEASEBRE A TER-

BREERELENFEIR SBMITEDBENGE

Ko B B B 75 o 5 #E R PACHIY
ETHRUERTA)

BEREMHEREENGE F11ED
Az FEUWE

BB ERELENEIR FREBEARLRE
Ko B B B 75 R 5 E R EENWNARN
ETHUERTA)

BB EREENEI8HE HBBRRZE2IRE
2 ()
TRERRHEAEZME
RE:WE
FERBMNBEWIK
(BT A) BETRNIREE
R EHRELDNFE107% REFHEEBE QA
LREREERNE28E HEELEZHEM
(BT A) BEHERHLE

B % B 7% 3R 5 2 B S 19 5%

B & 5 A 5 21 51

(1) R2026F1 A1 2 BB ZFEHMEER
(2) M2027F1 A1z BRAB 2 FEHBER
(3) HFETERBH
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CHAPTER ELEVEN CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

gF+—%

EHMBHRET SHMBHRERMWEGE)

For the year ended 31 December 2025 #;E2025% 12 A31H It F &

2. PRINCIPAL ACCOUNTING POLICIES (continued)

Amendments to IFRS Accounting Standards issued but not yet

effective (continued)

The directors do not anticipate that the adoption of the new/revised
IFRS Accounting Standards in future periods will have any material
impact on the results of the Group.

Basis of measurement

The measurement basis used in the preparation of these consolidated
financial statements is historical cost basis, except for investment
properties which are measured at fair value as explained in the
accounting policy set out below.

Basis of consolidation

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

All intra-group balances, transactions, income and expenses and
profits and losses resulting from intra-group transactions are eliminated
in full. 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.

Non-controlling interests are presented, separately from equity holders
of the Company, in the consolidated statement of profit or loss and
other comprehensive income and within equity in the consolidated
statement of financial position. The non-controlling interests in the
acquiree, that are present ownership interests and entitle their holders
to a proportionate share of the acquiree’s net assets in the event of
liquidation, are measured initially either at fair value or at the present
ownership instrument’s proportionate share in the recognised amounts
of the acquiree’s identifiable net assets. This choice of measurement
basis is made on an acquisition-by-acquisition basis. Other types of
non-controlling interests are initially measured at fair value, unless
another measurement basis is required by IFRS Accounting Standards.

EHR

2. FEEGRBKRGE)

EEFEREMZEBRMBREEHENBATLX

AEBESEHANRRBHARAZEN K
HEEM RS GF ENSAEER CEAY
BEEMNEATE-

=

HEER

REGHUBBREMANGAEERRELRAE
E-EHNTXABEEFREML RENEDR
LARBEFE-

EHER
EHMBRERBEARFARENME RN YK R
X MBAAMNPBEHREARA BN HRE &

REREFERR -

%@WQEEZ%%%%~§%M&%@WQE
MRXRZELENEIRBEBEDE2HEHE -ME QA

LEBEAGSEESEENEEIRAMH AR

THEAHAREZEGRERLLESIL-

FERESREHBESLEMCE2E RS RAER
AABREBEAIREZN LEAHITHRRR

THREANEIN - RRUBINBEREE B
BB TEREAEBRRB IR D BHKE
TEEENFERES DL UAABERSE
AMERXERBUBIABRFEECHR S
BHEGELIAE - HAEEERBAHNEBEEM

BECEMERNERRERTS D A BET
B REBRMBREEARTEARTARE M

SAEEERN-

RHBKBERMBERRE 2025F ER &
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CHAPTER ELEVEN CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

F+—F SHUBER

For the year ended 31 December 2025 &

2. PRINCIPAL ACCOUNTING POLICIES (continued)
Basis of consolidation (continued)
Allocation of total comprehensive income

Profit or loss and each component of other comprehensive income
are attributed to the equity holders of the Company and to the
non-controlling interests. Total comprehensive income is attributed to
the equity holders of the Company and the non-controlling interests
even if this results in the non-controlling interests having a deficit
balance.

Changes in ownership interests

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

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

& B 7 8ok M RE (B8)
E20254 12 A31 B L5 &

2. ITEEFRHBRGE)

EHER

7B 2 m R A E
ARBIBREFREARFERESOGEEGE LA
2EREZEBD 2EREZEABREIETAR
ﬁ%%%ﬁA&%%kFE BOE Ut 88 & H B3E
VERR R ER IR B AL ER
HEEEGEHEEE
MAKBERMNBEARANEAREREH I BEER
REESE AIRRRARZS - ERERRIEE

BESNEEESSAE ARBERKNEB LA
MERBEGZEZS FEREZNEHRESBEED
RNIXEWRKBHNRIAEBEDTANEZREENESR
THERALTEEN AR ERTAA

MASERAEEMBAAMNENE BEKEE

MEZRTIMENEZEAE ()RR EZH#
ERDURARENAABERCANRBEEZSNAR
BEMNEN: RHREXEZHEEAHNB AR

FAFEREaNEE(REFBRAENER
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ARNTHERARKERAREZRLERNEEE
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CHAPTER ELEVEN CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
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#+—

EHMBHEET SHMBHRERWEGER

For the year ended 31 December 2025 #;E2025% 12 A31H It F &

2. PRINCIPAL ACCOUNTING POLICIES (continued)
Subsidiaries

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

In the Company’s statement of financial position as set out in Note 39
to the consolidated financial statements, investments in subsidiaries
are stated at cost less accumulated impairment losses, if any. The
carrying amount of the investments is reduced to its recoverable
amount on an individual basis, if it is higher than the recoverable
amount. The results of subsidiaries are accounted for by the Company
on the basis of dividends received and receivable.

Associates

An associate is an entity over which the Group 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 of those policies.

The Group’s interests in associate is accounted for under the equity
method of accounting, except when the investment or a portion
thereof is classified as held for sale. Under the equity method, the
investment is initially recorded at cost and adjusted thereafter for the
post-acquisition changes in the Group’s share of the investee’s net
assets and any impairment loss relating to the investment. Except to
the extent that the Group has incurred legal or constructive obligations
or made payments on behalf of the investee, the Group discontinues
recognising its share of further losses when the Group’s share of
losses of the investee equals or exceeds the carrying amount of its
interest in the investee, which includes any long term interests that, in
substance, form part of the Group’s net investment in the investee.

Goodwill arising on an acquisition of an associate is measured as the
excess of the cost of investment over the Group’s share of the net fair
value of the identifiable assets and liabilities of the acquired associate.
Such goodwill is included in interests in associates. On the other hand,
any excess of the Group’s share of its net fair value of identifiable
assets and liabilities over the cost of investment is recognised
immediately in profit or loss as an income.

EHR
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CHAPTER ELEVEN CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

F+—F SHUBER

& O B %5 3 3 Bf 5 (B

For the year ended 31 December 2025 #;E2025%4 12 A31H It F &

2, PRINCIPAL ACCOUNTING POLICIES (continued)
Associates (continued)

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

Property, plant and equipment

Property, plant and equipment, other than construction in progress,
are stated at cost less accumulated depreciation and accumulated
impairment losses. The cost of an item of property, plant and
equipment comprises its purchase price and any directly attributable
costs of bringing the asset to its working condition and location for its
intended use. Repairs and maintenance are charged to profit or loss
during the year in which they are incurred.

As described in Note 31(a) to the consolidated financial statements,
the Group received certain completed water supply or wastewater
treatment facilities as capital injection from its controlling shareholder
and undertakes the operation and maintenance of such facilities owned
by the Group in the concession period, during which the Group can
charge service fees based on the supplied water or treated wastewater
to recover its costs of investment, operations and maintenance and
obtain reasonable return, according to the concession agreement
entered into by the Group and the governmental authority
(“Transfer-Own-Operate” Model or “TOO” Model). Since the Group
directed the use of the assets and controlled the significant residual
interest in the assets under the TOO Model during the concession
period and the Group has the exclusive priority right to extend its
operation period and is not required to return these assets to the
governmental authority at the end of the concession period, the fixed
assets under the TOO Model are accounted for as property, plant and
equipment.

2. ITEEFRHBRGE)
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CHAPTER ELEVEN CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
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EHMBHEET SHMBHRERWEGER

For the year ended 31 December 2025 #;E2025% 12 A31H It F &

2, PRINCIPAL ACCOUNTING POLICIES (continued)
Property, plant and equipment (continued)

Depreciation is provided to write off the cost less accumulated
impairment losses of property, plant and equipment other than
construction in progress, over their estimated useful lives from the date
on which they are available for use and after taking into account their
estimated residual value, using the straight-line method at the following
rates per annum. Where parts of an item of property, plant and
equipment have different useful lives, the cost of the item is allocated
on a reasonable basis and depreciated separately.

Buildings and facilities 20 to 50 years
Machinery and equipment 8 to 18 years
Office and electronic equipment 3 to 10 years
Motor vehicles 8 to 10 years

An item of property, plant and equipment is derecognised upon
disposal or when no future economic benefits are expected to arise
from the continued use of the asset. Any gain or loss arising on
derecognition of the asset (calculated as the difference between the
net disposal proceeds and the carrying amount of the item) is included
in profit or loss in the year in which the item is derecognised.

Construction in progress represents property, plant and equipment
under construction or pending installation and is stated at cost less
provision for impairment loss, if any. Cost includes the costs of
construction and acquisition as well as interest expenses during the
periods of construction and installation. When the assets concerned
are available for use, the costs are transferred to property, plant and
equipment and depreciated in accordance with the policy as stated
above.

The assets’ residual values and useful lives are reviewed, and adjusted
if appropriate, at the end of each reporting period.

An asset’s carrying amount is written down immediately to its
recoverable amount if the asset’s carrying amount is greater than its

estimated recoverable amount.

Gains and losses on disposals are determined by comparing the
proceeds with the carrying amount and are recognised within “other
gains”/“other losses” in the consolidated statement of profit or loss and
other comprehensive income.
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2. PRINCIPAL ACCOUNTING POLICIES (continued)

Property, plant and equipment (continued)

The Group transfers a property to, or from, investment property when,
and only when, there is a change in use. A change in use occurs when
the property meets, or ceases to meet, the definition of investment
property and there is evidence of the change in use. In isolation, a
change in management’s intentions for the use of a property does not
provide evidence of a change in use, include:

(a) commencement of owner-occupation, or of development with
a view to owner-occupation, for a transfer from investment
property to owner-occupied property;

(b) commencement of development with a view to sale, for a
transfer from investment property to inventories;

(c) end of owner-occupation, for a transfer from owner-occupied
property to investment property; and

(d) inception of an operating lease to another party, for a transfer
from inventories to investment property.

The Group uses the fair value model for investment property.

If an owner-occupied property becomes an investment property that
will be carried at fair value, the Group applies IAS 16 up to the date of
change in use. The Group treats any difference at that date between
the carrying amount of the property in accordance with IAS 16 and its
fair value in the same way as a revaluation in accordance with IAS 16.
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2, PRINCIPAL ACCOUNTING POLICIES (continued)
Investment properties

Investment properties are buildings that are held by owner or lessee
to earn rental income and/or for capital appreciation. These include
properties held for a currently undetermined future use.

Investment properties are stated at fair value at the end of the
reporting period. Any gain or loss arising from a change in fair value
is recognised in profit or loss. The fair value of investment properties
is based on valuations by independent valuer who hold recognised
professional qualification and have recent experience in the location
and category of property being valued. The fair value reflects, among
other things, rental income from current leases and other assumptions
that market participants would use when pricing investment properties
under current market conditions, and is adjusted based on separately
recognised assets or liabilities to avoid double counting assets or
liabilities.

An investment property is derecognised upon disposal or when the
investment property is permanently withdrawn from use and no future
economic benefits are expected from its disposal. Any gain or loss
arising on derecognition of the asset (calculated as the difference
between the net disposal proceeds and the carrying amount of the
asset) is included in profit or loss in the year in which the item is
derecognised.

Intangible assets
(i) Operating concession right

The Group engages with government authorities in the development,
financing, operating and maintenance of wastewater treatment,
water supply and other services (the “Concession Services”) over
a specified period of time (the “Service Concession Period”). The
Group has access to operate the wastewater treatment, water supply
and other facilities to provide the Concession Services in accordance
with the terms specified in the arrangement.
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2. PRINCIPAL ACCOUNTING POLICIES (continued)
Intangible assets (continued)
(i) Operating concession right (continued)

The Group recognises the related rights in the service concession
arrangements as intangible assets or financial assets. The operator
shall recognise an intangible asset to the extent that it receives a
right (license) to charge users of the concession service and shall
recognise a financial asset to the extent that it has an unconditional
contractual right to receive a guaranteed minimum amount of cash or
other financial assets from the governmental authorities (the “Grantor”).
Therefore, intangible assets — operating concession rights are
recognised for the rights under these service concession arrangements
by the Group, which are amortised on a straight-line basis over the
Service Concession Period ranging from 20 to 30 years.

(ii) Computer software

Purchased computer software license are capitalised on the basis of
the costs incurred to acquire the specific software. These costs are
amortised over periods ranging from 5 to 10 years.

Impairment of non-financial assets

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

- property, plant and equipment;

- right-of-use assets/land use rights;

- intangible assets; and

- investments in subsidiaries in the Company’s statement of

financial position.
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For the year ended 31 December 2025 #;E2025% 12 A31H It F &

2, PRINCIPAL ACCOUNTING POLICIES (continued)
Impairment of non-financial assets (continued)

If any such indication exists, the asset’s recoverable amount is
estimated. In addition, intangible assets that are not yet available for
use, the recoverable amount is estimated annually whether or not

there is any indication of impairment.
- Calculation of recoverable amount

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

- Recognition of impairment losses

An impairment loss is recognised in profit or loss if the carrying
amount of an asset, or the cash-generating unit to which it
belongs, exceeds its recoverable amount. Impairment losses
recognised in respect of cash-generating units are allocated
to reduce the carrying amount of the other assets in the unit
(or group of units) on a pro rata basis, except that the carrying
value of an asset will not be reduced below its individual fair
value less costs of disposal (if measurable) or value in use (if
determinable).
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For the year ended 31 December 2025 #;E2025%4 12 A31H It F &

2, PRINCIPAL ACCOUNTING POLICIES (continued)
Impairment of non-financial assets (continued)
- Reversals of impairment losses

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

Service concession arrangements

The Group has entered into certain service concession arrangements
with governmental authorities (the “Grantor”). The service concession
arrangements consist of Build-Operate-Transfer (the “BOT”)
arrangement and Transfer-Operate-Transfer (the “TOT”) arrangements.
Under the BOT arrangements, the Group carries out construction and
upgrade work of the wastewater treatment and water supply facilities
for the Grantor and receives in return a right to operate the service
projects concerned for a specified period of time (the “Operation
Period”) in accordance with the pre-established conditions set by the
Grantor, and the service projects should be transferred to the Grantor
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 right to operate the wastewater treatment
and water supply facilities that have been built.
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2, PRINCIPAL ACCOUNTING POLICIES (continued)
Service concession arrangements (continued)
(a) Consideration given by the Grantor

A financial asset (receivable under a service concession arrangement)
is recognised to the extent that the Group has an unconditional right
to receive cash or another financial asset from the Grantor for the
construction and upgrade services rendered and/or the consideration
paid and payable by the Group to the Grantor. The Group has
an unconditional right to receive cash if the Grantor contractually
guarantees to pay the Group specified or determinable amounts or the
shortfall, if any, between amounts received from the users of the public
services and specified or determinable amounts.

An intangible asset (operating concession) is recognised to the extent
that the Group receives a right to charge users of public services,
which is not an unconditional right to receive cash because the
amounts are contingent on the extent that the public uses the services.

If the Group is paid for the construction and upgrade services or the
cash payments for the rights to charge the Grantor or public users
(under BOT/TOT arrangement) 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 fair value of the
consideration received or receivable from the Grantor in accordance
with IFRS 15 and International Financial Reporting Interpretations
Committee Interpretation 12.
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For the year ended 31 December 2025 #;E2025%4 12 A31H It F &

2. PRINCIPAL ACCOUNTING POLICIES (continued)
Service concession arrangements (continued)
(b) Construction and upgrade services

Revenue from construction service is recognised over time using an
input method, based on the percentage of completion of the contract,
which is determined by the direct proportion of contract costs incurred
for work performed to date relative to the estimated total contract
costs.

(c) Operating service

During the Operation Period of the service concession arrangements,
receipts up to the level of the guarantee are treated as repayment of
the financial asset. Costs for operating services are expensed in the
period in which they are incurred.

(d) Contractual obligations to restore the facilities to a

specified level of serviceability

The Group has contractual obligations which it must fulfil as a condition
of its licenses, that is (i) to maintain the wastewater treatment plants
it operates to a specified level of serviceability and/or (ii) to restore
the plants to a specified condition before they are handed over to the
Grantor at the end of the service concession arrangement. These
contractual obligations to maintain or restore the water treatment
plants, except for upgrade element, are recognised and measured at
the best estimate of the expenditure that would be required to settle
the present obligation at the end of the reporting period. In the opinion
of the directors of the Company, the contractual obligations to maintain
or restore infrastructure were not material to the Group.

Inventories

Inventories are stated at the lower of cost and net realisable value.
Cost, which comprises all costs of purchase and, where applicable,
other costs that have been incurred in bringing the inventories to
their present location and condition, is calculated using the weighted
average cost method. Net realisable value represents the estimated
selling price in the ordinary course of business less the estimated
costs necessary to make the sale.
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2, PRINCIPAL ACCOUNTING POLICIES (continued)
Financial instruments

Financial assets

Recognition and derecognition

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

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

If the Group retains substantially all the risks and rewards of ownership
of a transferred financial asset, the Group continues to recognise the
financial asset.

If the Group neither transfers nor retains substantially all the risks and
rewards of ownership and continues to control the transferred asset,
the Group recognises the financial asset to the extent of its continuing
involvement and an associated liability for amounts it may have to pay.

Classification and measurement

Financial assets (except for trade receivables without a significant
financing component) are initially recognised at their fair value plus,
in the case of financial assets not carried at fair value through profit
or loss (“FVPL”), transaction costs that are directly attributable to the
acquisition of the financial assets. Such trade receivables are initially
measured at their transaction price.

On initial recognition, a financial asset is classified as (i) measured
at amortised cost; (ii) debt investment measured at fair value through
other comprehensive income (“FVOCI”); (iii) equity investment
measured at FVOCI; or (iv) measured at FVPL.
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For the year ended 31 December 2025 &

2. PRINCIPAL ACCOUNTING POLICIES (continued)
Financial instruments (continued)

Financial assets (continued)

Classification and measurement (continued)

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

Derivatives embedded in a hybrid contract in which a host is an asset
within the scope of IFRS 9 are not separated from the host. Instead,
the entire hybrid contract is assessed for classification.

1) Financial assets measured at amortised cost

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

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

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

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

The Group’s financial assets at amortised cost include receivables
under service concession arrangements, financial assets at amortised
cost, trade and other receivables, cash and bank balances and
restricted funds.
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2, PRINCIPAL ACCOUNTING POLICIES (continued)
Financial instruments (continued)

Financial assets (continued)

Classification and measurement (continued)

2) Financial assets at FVPL

These investments include financial assets that are not measured at
amortised cost or FVOCI, including financial assets held for trading,
financial assets designated upon initial recognition at FVPL, financial
assets resulting from a contingent consideration arrangement in a
business combination to which IFRS 3 applies and financial assets that
are otherwise required to be measured at FVPL. They are carried at
fair value, with any resultant gain and loss recognised in profit or loss,
which does not include any dividend or interest earned on the financial
assets.

A financial asset is classified as held for trading if it is:

(i) acquired principally for the purpose of selling it in the near
term;

(i) part of a portfolio of identified financial instruments that are
managed together and for which there is evidence of a recent
actual pattern of short-term profit-taking on initial recognition;
or

(iii) a derivative that is not a financial guarantee contract or not a
designated and effective hedging instrument.
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CHAPTER ELEVEN CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
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For the year ended 31 December 2025 #;E2025%4 12 A31H It F &

2. PRINCIPAL ACCOUNTING POLICIES (continued) 2. FEESHERE)

Financial instruments (continued) &R T E
Financial liabilities EHER

Recognition and derecognition

Financial liabilities are recognised when and only when the Group S BIEERBEERAEBXRAZITEANEXZ
becomes a party to the contractual provisions of the instruments. —HERER-

A financial liability is derecognised when and only when the liability @ EBERBEEREEERE EBBEA LT
is extinguished, that is, when the obligation specified in the relevant Bl E T E K - T HLE M HRIEER -
contract is discharged, cancelled or expires.

Classification and measurement

Financial liabilities are initially recognised at their fair value plus, inthe SR EBEVIFZEREAAEBERER WemMAaEW
case of financial liabilities not carried at FVPL, transaction costs that K#ZE A A EEF ABZE BIMLELBETEBREEZ
are directly attributable to the issue of the financial liabilities. BEEERERHHA -

The Group’s financial liabilities include trade and other payables and A&£EBEN L HEEBEENERLREMEN KK
borrowings. All financial liabilities except for financial liabilites at FVPL  fEX - B IE AR BEF AEBZN SR EEIH A
are recognised initially at their fair value and subsequently measured S @IBEHVFSIREAALBEEERALREZRAST
at amortised cost, using the effective interest method, unless the effect R E AR B AT E HHEB I eELSE
of discounting would be insignificant, in which case they are stated at AR ARZBRTEXAKNSEE-

cost.

—

Financial liabilities are designated at initial recognition as at FVPLonly {7 A& T3l &4 B2 Bm B ER IS BAKIET
if: BREAARBEG ABZER:

0} the designation eliminates or significantly reduces a (i) ZOBEERIPBERIBRTAEEGE
measurement or recognition inconsistency that would otherwise BESBEIEREREMELENG =K
arise from measuring assets or liabilities or recognising the BRT—8
gains or losses on them on different bases;

(ii) they are part of a group of financial liabilities or financial (i) EER " HAXEB2sRBREAIemEE
assets and financial liabilities that are managed and their kesmaEa—ib 1 H*E BHXHTE 2R
performance evaluated on a fair value basis, in accordance MEBRABERAABBEEETGERE
with a documented risk management strategy; or 4
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For the year ended 31 December 2025 #;E2025% 12 A31H It F &

2, PRINCIPAL ACCOUNTING POLICIES (continued)
Financial instruments (continued)

Financial liabilities (continued)

Classification and measurement (continued)

(iii) they contain one or more embedded derivatives, in which case
the entire hybrid contract may be designated as a financial
liability at FVPL, except where the embedded derivatives do not
significantly modify the cash flows or it is clear that separation
of the embedded derivatives is prohibited.

Derivatives embedded in a hybrid contract with a host that is not an
asset within the scope of IFRS 9 are treated as separate derivatives
when they meet the definition of a derivative, their economic
characteristics and risks are not closely related to those of the host,
and the hybrid contract is not measured at FVPL.

Impairment of financial assets and other items

The Group recognises loss allowances for ECL on financial assets that
are measured at amortised cost and contract assets as defined in IFRS
15 (including amounts due from customers for construction contracts)
to which the impairment requirements apply in accordance with IFRS 9.
Except for the specific treatments as detailed below, at each reporting
date, the Group measures a loss allowance at an amount equal to
the lifetime ECL if the credit risk on that financial asset has increased
significantly since initial recognition. If the credit risk on a financial
asset has not increased significantly since initial recognition, the Group
measures the loss allowance for that financial asset at an amount
equal to 12-month ECL.
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CHAPTER ELEVEN CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2025 #;E2025%4 12 A31H It F &

2, PRINCIPAL ACCOUNTING POLICIES (continued)
Financial instruments (continued)

Impairment of financial assets and other items (continued)
Measurement of ECL

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

A credit loss is the present value of the difference between the
contractual cash flows that are due to an entity under the contract and
the cash flows that the entity expects to receive.

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

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

(a) past due status

(b) nature of financial instrument

(c) nature, size and industry of debtors

(d) local economy environment of provinces in the PRC

Loss allowance is remeasured at each reporting date to reflect changes
in the financial instrument’s credit risk and loss since initial recognition.
The resulting changes in the loss allowance are recognised as

an impairment gain or loss in profit or loss with a corresponding

adjustment to the carrying amount of the financial instrument.
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For the year ended 31 December 2025 #;E2025% 12 A31H It F &

2, PRINCIPAL ACCOUNTING POLICIES (continued)
Financial instruments (continued)

Impairment of financial assets and other items (continued)
Definition of default

The Group considers the following as constituting an event of default
for internal credit risk management purposes as historical experience
indicates that the Group may not receive the outstanding contractual
amounts in full if the financial instrument that meets any of the
following criteria.

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

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

Irrespective of the above analysis, the Group considers that default
has occurred when a financial asset is more than 90 days past due
unless the Group has reasonable and supportable information to
demonstrate that a more lagging default criterion is more appropriate.
The Group rebutted the presumption of default under ECL model for
trade receivables over 90 days past due and set the default criterion as
1 year past due based on good repayment records for those customers
having a continuous business with the Group.

g}

2. ITEEFHBRGE)

il

A

EMIR(AE)

\

EREEREMIEEFRHEE)

AEBERBRUTEARANFEERREEZBNM
EERENENH ARELERBTIUERITA
HEUTEM—EER AEBHRERD 2 H
AMEEANETE-

(@) BAARMITEEMIEB MR IRE R BT
BEHATKRAREZ2HBAEEREA(BELRE
B) > [ RROKRZ B A % E P AE (A K 47
m) ¢ 3k

by HFHEERMBHAH-

EwmLtAowuf AEERReMEERHE
BOREBHEAZRY RIAEEEAERAE
ARBERRABERNENERSE REEIERGR -
RBHORUENBEZREREMS  AEED
BOEHEEBERRE THENOHEE XENE
AEEERBEETERNEPNR FERLH
BENGEERTERBMIEF -

EREBKERMBERRE 2025F ER &

185



CHAPTER ELEVEN CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

F+—F SHUBER

& O B %5 3 3 Bf 5 (B

For the year ended 31 December 2025 #;E2025%4 12 A31H It F &

2, PRINCIPAL ACCOUNTING POLICIES (continued)
Financial instruments (continued)

Impairment of financial assets and other items (continued)
Assessment of significant increase in credit risk

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

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

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

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

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

Notwithstanding the foregoing, the Group assumes that the credit risk
on a financial instrument has not increased significantly since initial
recognition if the financial instrument is determined to have low credit
risk at the reporting date.
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For the year ended 31 December 2025 & £2025F 12 A31 8 It F &

2, PRINCIPAL ACCOUNTING POLICIES (continued)
Financial instruments (continued)

Impairment of financial assets and other items (continued)

Low credit risk

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

(a) it has a low risk of default;

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

(c) adverse changes in economic and business conditions in the
longer term may, but will not necessarily, reduce the ability of
the borrower to fulfil its contractual cash flow obligations.

As detailed in Note 3.1(b) to the consolidated financial statements,
cash and bank balances and restricted funds are determined to have
low credit risk.

Simplified approach of ECL

For trade receivables, the Group applies a simplified approach in
calculating ECL. The Group recognises a loss allowance based on
lifetime ECL at each reporting date and has established a provision
matrix that is based on its historical credit loss experience, adjusted
for forward-looking factors specific to the debtors and the economic
environment.
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For the year ended 31 December 2025 #;E2025%4 12 A31H It F &

2. PRINCIPAL ACCOUNTING POLICIES (continued)
Financial instruments (continued)

Impairment of financial assets and other items (continued)
Credit-impaired financial asset

A financial asset is credit-impaired when one or more events that have
a detrimental impact on the estimated future cash flows of that financial

asset have occurred. Evidence that a financial asset is credit-impaired
include observable data about the following events:

(a) significant financial difficulty of the issuer or the borrower.
(b) a breach of contract, such as a default or past due event.
(c) the lender(s) of the borrower, for economic or contractual

reasons relating to the borrower’s financial difficulty, having
granted to the borrower a concession(s) that the lender(s)

would not otherwise consider.

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

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

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

Write-off

The Group writes off a financial asset when the Group has no
reasonable expectations of recovering the contractual cash flows on
a financial asset in its entirety or a portion thereof. However, financial
assets that are written off could still be subject to enforcement
activities under the Group’s procedures for recovery of amounts
due, taking into account legal advice if appropriate. Any subsequent
recovery is recognised in profit or loss.
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For the year ended 31 December 2025 #;E2025% 12 A31H It F &

2. PRINCIPAL ACCOUNTING POLICIES (continued)
Trade and other receivables

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

Trade receivables that do not contain a significant financing component
are initially measured at their transaction price. Trade receivables that
contain a significant financing component are initially measured at fair
value plus transaction costs. All receivables are subsequently stated
at amortised cost, using the effective interest method and including an
allowance for credit losses.

Trade and other payables

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

Borrowings

Interest-bearing borrowings are measured initially at fair value less
transaction costs. Subsequent to initial recognition, interest-bearing
borrowings are stated at amortised cost using the effective interest
method. Interest expense is recognised in accordance with the Group’s
accounting policy for borrowing costs.

Cash and cash equivalents

For the purpose of the consolidated statement of cash flows, cash and
cash equivalents represent short-term highly liquid investments which
are readily convertible into known amounts of cash and which are
subject to an insignificant risk of change in value.
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2, PRINCIPAL ACCOUNTING POLICIES (continued)
Revenue recognition

Revenue from contracts with customers

Nature of goods or services

The nature of the goods or services provided by the Group is as
follows:

(i) Wastewater treatment services

(i) Water supply services

(iii) Revenue from construction contracts

(iv) Management services

(v) Thermal production

(vi) Transportation services

(vii) Finance income

Identification of performance obligations

At contract inception, the Group assesses the goods or services
promised in a contract with a customer and identifies as a performance

obligation each promise to transfer to the customer either:

(a) a good or service (or a bundle of goods or services) that is
distinct; or

(b) a series of distinct goods or services that are substantially
the same and that have the same pattern of transfer to the
customer.
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For the year ended 31 December 2025 #;E2025% 12 A31H It F &

2, PRINCIPAL ACCOUNTING POLICIES (continued)
Revenue recognition (continued)

Revenue from contracts with customers (continued)

Identification of performance obligations (continued)

A good or service that is promised to a customer is distinct if both of
the following criteria are met:

(a) the customer can benefit from the good or service either on its
own or together with other resources that are readily available
to the customer (i.e. the good or service is capable of being
distinct); and

(b) the Group’s promise to transfer the good or service to the
customer is separately identifiable from other promises in the
contract (i.e. the promise to transfer the good or service is
distinct within the context of the contract).

Timing of revenue recognition

Revenue is recognised when (or as) the Group satisfies a performance
obligation by transferring a promised good or service (i.e. an asset) to
a customer. An asset is transferred when (or as) the customer obtains
control of that asset.

The Group transfers control of a good or service over time and,
therefore, satisfies a performance obligation and recognises revenue
over time, if one of the following criteria is met:

(a) the customer simultaneously receives and consumes the
benefits provided by the Group’s performance as the Group
performs;

(b) the Group’s performance creates or enhances an asset (for
example, work in progress) that the customer controls as the
asset is created or enhanced; or

(c) the Group’s performance does not create an asset with an
alternative use to the Group and the Group has an enforceable
right to payment for performance completed to date.
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For the year ended 31 December 2025 #;E2025%4 12 A31H It F &

2. PRINCIPAL ACCOUNTING POLICIES (continued)
Revenue recognition (continued)

Revenue from contracts with customers (continued)

Timing of revenue recognition (continued)

If a performance obligation is not satisfied over time, the Group
satisfies the performance obligation at a point in time when the
customer obtains control of the promised asset. In determining when
the transfer of control occurs, the Group considers the concept of
control and such indicators as legal title, physical possession, right to
payment, significant risks and rewards of ownership of the asset, and

customer acceptance.

Revenue from wastewater treatment operation and other services is
recognised over time when the services are rendered.

Revenue from water supply services is recognised at point in time
when a Group entity has delivered water to the customer.

Revenue from construction services is recognised over time based on
the percentage of completion of the contract, which is determined by
the direct proportion of contract costs incurred for work performed to
date relative to the estimated total contract costs, at the end of each
reporting period. The Group provides construction services under
Build-Transfer (the “BT”) arrangements and Build-Operate-Transfer
(the “BOT”) arrangements. Under these construction arrangements,
the Group carries out construction work of the wastewater treatment
and water supply facilities and returns the assets to the counter parties
of the construction arrangements after completion of the construction
or expiry of the operation period. When the outcome of the contract
cannot be reasonably measured, revenue is recognised only to the
extent of contract costs incurred that are expected to be recovered.

Revenue from management services is recognised over time based on
the volume of wastewater treatment service provided to the customers
in each period.

Revenue from thermal power service is recognised at point in time
based on the volume of thermal power supplied under the contract.
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2, PRINCIPAL ACCOUNTING POLICIES (continued)
Revenue recognition (continued)

Revenue from contracts with customers (continued)

Timing of revenue recognition (continued)

Revenue from transportation services is recognised over time when

services have been provided to the customers in each period.

For wastewater treatment services, management services and
transportation services, the Group applies the output method (i.e.
based on the direct measurements of the value to the customer of the
goods or services transferred to date relative to the remaining goods
or services promised under the contract) to measure the progress
towards complete satisfaction of the performance obligation because
the method provides a faithful depiction of the Group’s performance
and reliable information is available to the Group to apply the method.

Finance and interest income from financial assets is recognised
using the effective interest method. For financial assets measured at
amortised cost that are not credit-impaired, the effective interest rate
is applied to the gross carrying amount of the assets while it is applied
to the amortised cost (i.e. the gross carrying amount net of loss
allowance) in case of credit-impaired financial assets.

Contract assets and contract liabilities

If the Group performs by transferring goods or services to a customer
before the customer pays consideration or before payment is
due, the contract is presented as a contract asset, excluding any
amounts presented as a receivable. Conversely, if a customer pays
consideration, or the Group has a right to an amount of consideration
that is unconditional, before the Group transfers a good or service to
the customer, the contract is presented as a contract liability when
the payment is made or the payment is due (whichever is earlier). A
receivable is the Group’s right to consideration that is unconditional
or only the passage of time is required before payment of that
consideration is due or when the provision of related service is
completed.
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CHAPTER ELEVEN CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
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& O B %5 3 3 Bf 5 (B

For the year ended 31 December 2025 #;E2025%4 12 A31H It F &

2, PRINCIPAL ACCOUNTING POLICIES (continued)
Contract assets and contract liabilities (continued)

For a single contract or a single set of related contracts, either a net
contract asset or a net contract liability is presented. Contract assets
and contract liabilities of unrelated contracts are not presented on a
net basis.

On the consolidated statement of financial position, the Group
reports the net contract position for each contract as either an asset
or a liability. Amount due from customers for construction contracts
represents an asset where costs incurred plus recognised profits (less
recognised losses) exceed progress billings.

Foreign currency translation

Items included in the financial statements of each of the Group’s
entities are measured using the currency of the primary economic
environment in which the entity operates (the “functional currency”).
Since the Group’s main operation is carried out in the PRC, the
amounts shown in the consolidated financial statements are presented
in RMB.

Foreign currency transactions are translated into the functional
currency using the exchange rates prevailing at the dates of the
transactions. Foreign exchange gains and losses resulting from the
settlement of such transactions and from the translation at year-end
exchange rates of monetary assets and liabilities denominated in
foreign currencies are recognised in profit or loss. Foreign exchange
gains and losses resulting from the retranslation of non-monetary items
carried at fair value are recognised in profit or loss except for those
arising on the retranslation of non-monetary items in respect of which
gains and losses are recognised directly in equity, in which cases, the
gains or losses are also recognised directly in equity.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
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For the year ended 31 December 2025 #;E2025% 12 A31H It F &

2, PRINCIPAL ACCOUNTING POLICIES (continued)
Foreign currency translation (continued)

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

- Assets and liabilities for each statement of financial position
presented and fair value adjustments on the carrying amounts
of assets and liabilities arising on an acquisition of a foreign
operation which are to be treated as assets and liabilities of
that foreign operation, are translated at the closing rate at the
end of the reporting period.

— Income and expenses for each statement of comprehensive
income are translated at average exchange rate.

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

- On the disposal of a foreign operation, which includes a
disposal of the Group’s entire interest in a foreign operation,
a disposal involving the loss of control over a subsidiary
that includes a foreign operation, or a partial disposal of an
interest in a joint arrangement or an associate that includes
a foreign operation of which the retained interest is no longer
equity-accounted for, the cumulative amount of the exchange
differences relating to the foreign operation that is recognised
in other comprehensive income and accumulated in the
separate component of equity is reclassified from equity to
profit or loss when the gain or loss on disposal is recognised.

- On the partial disposal of the Group’s interest in a subsidiary
that includes a foreign operation which does not result in the
Group losing control over the subsidiary, the proportionate
share of the cumulative amount of the exchange differences
recognised in the separate component of equity is re-attributed
to the non-controlling interests in that foreign operation and are
not reclassified to profit or loss.
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CHAPTER ELEVEN CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

F+—F SHUBER

For the year ended 31 December 2025 &

2, PRINCIPAL ACCOUNTING POLICIES (continued)
Foreign currency translation (continued)

— On all other partial disposals, which includes partial disposal
of associates or joint ventures that do not result in the Group
losing significant influence or joint control, the proportionate
share of the cumulative amount of exchange differences
recognised in the separate component of equity is reclassified
to profit or loss.

Borrowings costs

Borrowings costs which are directly attributable to the acquisition,
construction and 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. Capitalisation of such borrowing costs ceases when the
assets are substantially ready for their intended use or sale. All other
borrowing costs are recognised as and included in finance costs in
profit or loss in the period in which they are incurred.

Provisions

Provisions are recognised when the Group has a present legal or
constructive obligation as a result of past events, when it is probable
that an outflow of resources embodying economic benefits will be
required to settle the obligation, and when a reliable estimate of the
amount of obligation can be made. Expenditures for which a provision
has been recognised are charged against the related provision in the
year in which the expenditures are incurred. Provisions are reviewed
at the end of each reporting period and adjusted to reflect the current
best estimate. Where the effect of the time value of money is material,
the amount provided is the present value of the expenditures expected
to be required to settle the obligation. Where the Group expects a
provision to be reimbursed, the reimbursement is recognised as a
separate asset but only when the reimbursement is virtually certain.

Contingent liabilities

A contingent liability is a present obligation arising from past events
but is not recognised because it is not probable that an outflow of
resources embodying economic benefits will be required to settle the
obligation or the amount of the obligation cannot be measured with
sufficient reliability.
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For the year ended 31 December 2025 #;E2025% 12 A31H It F &

2, PRINCIPAL ACCOUNTING POLICIES (continued)
Contingent liabilities (continued)

Where the Group is jointly and severally liable for an obligation, the
part of the obligation that is expected to be met by other parties
is treated as a contingent liability and it is not recognised in the
consolidated financial statements.

The Group assesses continually to determine whether an outflow of
resources embodying economic benefits has become probable. If it
becomes probable that an outflow of future economic benefits will be
required for an item previously dealt with as a contingent liability, a
provision is recognised in the consolidated financial statements in the
reporting period in which the change in probability occurs, except in
the extremely rare circumstances where no reliable estimate can be
made.

Financial guarantees issued

Financial guarantees are contracts that require the issuer (i.e. the
guarantor) to make specified payments to reimburse the beneficiary
of the guarantee (the “holder”) for a loss the holder incurs because a
specified debtor fails to make payment when due in accordance with
the terms of a debt instrument.

Financial guarantees issued are initially recognised at fair value,
which is determined by reference to fees charged in an arm’s length
transaction for similar services, when such information is obtainable,
or to interest rate differentials, by comparing the actual rates charged
by lenders when the guarantee is made available with the estimated
rates that lenders would have charged, had the guarantees not been
available, where reliable estimates of such information can be made.
Where consideration is received or receivable for the issuance of
the guarantee, the consideration is recognised in accordance with
the Group’s policies applicable to that category of asset. Where no
such consideration is received or receivable, an immediate expense
is recognised in profit or loss upon initial recognition of any deferred

income.

Subsequent to initial recognition, the amount initially recognised as
deferred income is amortised in profit or loss over the term of the
guarantee as income from financial guarantees issued.
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CHAPTER ELEVEN CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

F+—F SHUBER

For the year ended 31 December 2025 &

2, PRINCIPAL ACCOUNTING POLICIES (continued)
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 over the years necessary to match
the grant on a systematic basis to the costs that it is intended to
compensate. Where the grant relates to an asset, the fair value is
included in non-current liabilities as deferred revenue and is released
to profit or loss over the expected useful life of the relevant asset
under straight line method.

Leases

The Group assesses whether a contract is, or contains, a lease at
inception of the contract. 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.

As lessee

The Group applies the recognition exemption to short-term leases.
Lease payments associated with this lease is recognised as an
expense on a straight-line basis over the lease term.

The Group has elected not to separate non-lease components from
lease components, and accounts for each lease component and any
associated non-lease components as a single lease component.

The Group accounts for each lease component within a lease contract
as a lease separately. The Group allocates the consideration in
the contract to each lease component on the basis of the relative
stand-alone price of the lease component.

Amounts payable by the Group that do not give rise to a separate
component are considered to be part of the total consideration that is
allocated to the separately identified components of the contract.
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For the year ended 31 December 2025 #;E2025% 12 A31H It F &

2, PRINCIPAL ACCOUNTING POLICIES (continued)
Leases (continued)
As lessee (continued)

The Group recognises a right-of-use asset and a lease liability at the
commencement date of the lease. The right-of-use asset is initially
measured at cost, which comprises:

(a) the amount of the initial measurement of the lease liability;

(b) any lease payments made at or before the commencement
date, less any lease incentives received;

(c) any initial direct costs incurred by the Group; and

(d) an estimate of costs to be incurred by the Group in dismantling
and removing the underlying asset, restoring the site on which
it is located or restoring the underlying asset to the condition
required by the terms and conditions of the lease, unless those
costs are incurred to produce inventories.

Subsequently, the right-of-use asset is measured at cost less any
accumulated depreciation and any accumulated impairment losses
and adjusted for any remeasurement of the lease liability. Depreciation
is provided on a straight-line basis over the shorter of the lease term
and the estimated useful lives of the right-of-use asset as stated in the
accounting policy on land use rights below.

Land use rights

As described in Note 16 to the consolidated financial statements, all
land in the PRC is state-owned or collectively-owned and no individual
land ownership exists. The land use rights of certain land of the Group
were contributed by KDI. The land use rights are stated at cost less
accumulative amortisation and accumulated impairment losses, if any.
Land use rights are amortised over the lease period of 48 to 50 years
using straight-line method.

The lease liability is initially measured at the present value of the lease
payments that are not paid at the commencement date of the contract.
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CHAPTER ELEVEN CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2025 #;E2025%4 12 A31H It F &

2,

PRINCIPAL ACCOUNTING POLICIES (continued)

Leases (continued)

As lessee (continued)

Land use rights (continued)

The lease payments comprise the following payments for the right to

use the underlying asset during the lease term that are not paid at the

commencement date:

(a)

(b)

(c)

(d)

(e)

fixed payments (including in-substance fixed payments), less

any lease incentives receivable;

variable lease payments that depend on an index or a rate;

amounts expected to be payable under residual value
guarantees;

exercise price of a purchase option if the Group is reasonably
certain to exercise that option; and

payments of penalties for terminating the lease, if the lease
term reflects the Group exercising an option to terminate the
lease.

The lease payments are discounted using the interest rate implicit

in the lease, or where it is not readily determinable, the incremental

borrowing rate of the lessee.

Subsequently, the lease liability is measured by increasing the carrying

amount to reflect interest on the lease liability and by reducing the

carrying amount to reflect the lease payments made.
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For the year ended 31 December 2025 #;E2025% 12 A31H It F &

2, PRINCIPAL ACCOUNTING POLICIES (continued)
Leases (continued)
As lessee (continued)

The lease liability is remeasured using a revised discount rate
when there are changes to the lease payments arising from the
reassessment of whether the Group will be reasonably certain to
exercise a purchase, extension or termination option.

The lease liability is remeasured by using the original discount
rate when there is a change in the residual value guarantee, the
in-substance fixed lease payments or the future lease payments
resulting from a change in an index or a rate (other than floating
interest rate). In case of a change in future lease payments resulting
from a change in floating interest rates, the Group remeasures the
lease liability using a revised discount rate.

The Group recognises the amount of the remeasurement of the lease
liability as an adjustment to the right-of-use asset. If the carrying
amount of the right-of-use asset is reduced to zero, the Group
recognises any remaining amount of the remeasurement in profit or
loss.

A lease modification is accounted for as a separate lease if:

(a)

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

(b) the consideration for the lease increases by an amount
commensurate with the stand-alone price for the increase in
scope and any appropriate adjustments to that stand-alone
price to reflect the circumstances of the particular contract.
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CHAPTER ELEVEN CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
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For the year ended 31 December 2025 #;E2025%4 12 A31H It F &

2,

PRINCIPAL ACCOUNTING POLICIES (continued)

Leases (continued)

As lessee (continued)

When a lease modification is not accounted for as a separate lease, at

the effective date of the lease modification,

(a)

(b)

(c)

(d)

(e)
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the Group allocates the consideration in the modified contract
on the basis of relative stand-alone price as described above.

the Group determines the lease term of the modified contract.

the Group remeasures the lease liability by discounting the
revised lease payments using a revised discount rate over the
revised lease term.

for lease modifications that decrease the scope of the lease,
the Group accounts for the remeasurement of the lease liability
by decreasing the carrying amount of the right-of-use asset to
reflect the partial or full termination of the lease and recognising
any gain or loss relating to the partial or full termination of the
lease in profit or loss.

for all other lease modifications, the Group accounts for there
measurement of the lease liability by making a corresponding
adjustment to the right-of-use asset.
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For the year ended 31 December 2025 #;E2025% 12 A31H It F &

2, PRINCIPAL ACCOUNTING POLICIES (continued)
Leases (continued)
As lessor

The Group classifies each of its leases as either a finance lease or an
operating lease at the inception date of the lease. A lease is classified
as a finance lease if it transfers substantially all the risks and rewards
incidental to ownership of the underlying asset. All other leases are
classified as operating leases.

When the Group is an intermediate lessor, it accounts for the head
lease and sublease as two separate contracts. The sublease is
classified as an operating lease if the head lease is a short-term lease
to which the Group has applied the recognition exemption. Otherwise,
the sublease is classified as a finance or operating lease by reference
to the right-of-use asset arising from the head lease.

Rental income is accounted for on a straight-line basis over the lease
terms and is included in other income in the statement of profit or loss
due to its operating 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 revenue in
the period in which they are earned.

The Group accounts for each lease component within a lease contract
as a lease separately from non-lease components of the contract.
The Group allocates the consideration in the contract to each lease
component on a relative stand-alone price basis.
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2. PRINCIPAL ACCOUNTING POLICIES (continued)
Employee benefit
(a) Pension obligations

The full-time employees of the Group in the PRC are covered by
various government-sponsored defined contribution pension plans
under which the employees are entitled to a monthly pension based on
certain formulas. The relevant government agencies are responsible
for the pension liability to these retired employees. The Group
contributes on a monthly basis to these pension plans. Under these
plans, the Group has no obligation for post-retirement benefits beyond
the contributions made. Contributions to these plans are expensed
as incurred and contributions paid to the defined-contribution pension
plans for an employee are not available to reduce the Group’s future
obligations to such defined-contribution pension plans even if the
employee leaves the Group. In addition to the government-sponsored
defined contribution pension plans as mentioned above, effective from
1 January 2014, the Group operates an additional employee pension
plan. The full-time employees of the Group in the PRC are entitled to
an additional pension aggregating to 8% of previous year’s salaries.
The Group has no further obligation for this additional employee
pension plan beyond the contribution made.

(b) Housing funds, medical insurances and other social

insurances

Employees of the Group in the PRC are entitled to participate in
various government-supervised housing funds, medical insurance
and other employee social insurance plan. The Group contributes
on a monthly basis to these funds based on certain percentages of
the salaries of the employees, subject to certain ceiling. The Group’s
liability in respect of these funds is limited to the contributions payable
in each period.

(c) Bonus entitlements

The expected cost of bonus payments is recognised as a liability when
the Group has a present contractual or constructive obligation as a
result of services rendered by employees and a reliable estimate of the
obligation can be made.
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2. PRINCIPAL ACCOUNTING POLICIES (continued)
Taxation

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

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

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

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

Deferred tax is provided on temporary differences arising on
investments in subsidiaries and interests in associates, except where
the timing of the reversal of the temporary differences is controlled
by the Group and it is probable that the temporary difference will not
reverse in the foreseeable future.

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

(a)

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

(i) has control or joint control over the Group;

(if)

has significant influence over the Group; or

(iii)

is a member of the key management personnel of the
Group.
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2. PRINCIPAL ACCOUNTING POLICIES (continued)

Related parties (continued)

(b) An entity is related to the Group if any of the following

conditions applies:

(i)

(i)

(iii)

(iv)

v)

(vi)

(vii)

(viii)

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

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

both entities are joint ventures of the same third party.

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

the entity is a post-employment benefit plan for the
benefit of employees of either the Group or an entity
related to the Group. If the Group is itself such a plan,
the sponsoring employers are also related to the Group.

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

a person identified in (a)(i) has significant influence
over the entity or is a member of the key management
personnel of the entity (or of a holding company of the
entity).

the entity, or any member of a group of which it is a
part, provides key management personnel services to
the Group.
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For the year ended 31 December 2025 #;E2025% 12 A31H It F &

2, PRINCIPAL ACCOUNTING POLICIES (continued)
Related parties (continued)

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

(a)

that person’s children and spouse or domestic partner;

(b)

children of that person’s spouse or domestic partner; and
(c) dependants of that person or that person’s spouse or domestic
partner.

In the definition of a related party, an associate includes subsidiaries
of the associate and a joint venture includes subsidiaries of the joint
venture.

Segment reporting

Operating segments, and the amounts of each segment item reported
in the consolidated financial statements, are identified from the
financial information provided regularly to the Group’s chief operating
decision maker for the purpose of allocating resources to, and
assessing the performance of, the Group’s various lines of business
and geographical locations.

Individual material operating segments are not aggregated for financial
reporting purposes unless the segments have similar economic
characteristics and are similar in respect of the nature of products
and services, the nature of production processes, the type or class
of customers, the methods used to distribute the products or provide
the services, and the nature of the regulatory environment. Operating
segments which are not individually material may be aggregated if they
share a majority of these criteria.
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For the year ended 31 December 2025 #;E2025%4 12 A31H It F &

2, PRINCIPAL ACCOUNTING POLICIES (continued)
Critical judgements and accounting estimates

Judgements and estimates are continually evaluated and are based on
historical experience and other factors, including expectations of future
events that are believed to be reasonable under the circumstances.

Critical judgements

In the process of applying the Group’s accounting policies,
management has made the following judgement:

(i) Scope of applying IFRIC 12 for certain facilities

The Group entered into BOT, TOT, Build-Own-Operate (“BOO”) and
Transfer-Own-Operate (“TOQ”) arrangements in wastewater treatment,
water supply and other facilities.

The Group has concluded that all the BOT, TOT, BOO and TOO
arrangements are service concession arrangements under IFRIC
12, because (i) the grantors control and regulate the services that
the Group must provide with the infrastructure at a pre-determined
service charge; and (ii) the grantors control significant residual interest
in the infrastructure at the end of the term of the arrangements. In
respect of BOT and TOT arrangements, upon expiry of concession
right agreements, the infrastructure has to be transferred to the
local government at nil consideration. Infrastructure for BOO and
TOO arrangements is expected to be used in the service concession
arrangements for its entire or substantially entire useful life.
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2, PRINCIPAL ACCOUNTING POLICIES (continued)
Critical judgements and accounting estimates (continued)
Critical accounting estimates

The Group makes estimates and assumptions concerning the future.
The resulting accounting estimates will, by definition, seldom equal
the related actual results. The estimates and assumptions that have
a significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year are
addressed below:

(i) Estimated useful lives and residual values of property, plant

and equipment

The Group’s management determines the estimated useful lives,
residual values and related depreciation charges for the Group’s
property, plant and equipment with reference to the estimated periods
that the Group intends to derive future economic benefits from the
use of these assets. Management will revise the depreciation charges
where useful lives are different to that of previously estimated, or it
will write-off or write-down technically obsolete or non-strategic assets
that have been abandoned or sold. Actual economic lives may differ
from estimated useful lives and actual residual values may differ from
estimated residual values. Periodic review could result in a change
in depreciable lives and residual values and therefore depreciation
charges in future periods.

(i) Impairment of trade and other receivables, receivables under
service concession arrangements, contract assets and amounts

due from customers for construction contracts

The loss allowances for financial assets are based on assumptions
about risk of default and expected loss rates. The Group uses
judgement in making these assumptions and selecting the inputs to the
impairment calculation, based on the risk profile, customers’ liquidity,
historical credit losses, past collection history and other current and
forward-looking information on macro-economic factors affecting the
ability of the customers to settle the receivables at the end of each
reporting period. Details of the key assumptions and inputs used are
disclosed in the tables in Note 3.1(b) to the consolidated financial
statements.
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2. PRINCIPAL ACCOUNTING POLICIES (continued)
Critical judgements and accounting estimates (continued)

Critical accounting estimates (continued)

(iii) Current and deferred income tax

The Group is subject to income taxes in different areas in the PRC.
Judgement is required in determining the provision for income taxes
in each of these jurisdictions. There are transactions and calculations
during the ordinary course of business for which the ultimate tax
determination is uncertain. Where the final tax outcome of these
matters is different from the amounts that were initially recorded, such
differences will impact the income tax and deferred tax provisions in
the period in which such determination is made.

Deferred tax assets relating to certain temporary differences and tax
losses are recognised when management considers it is probable that
future taxable profits will be available against which the temporary
differences or tax losses can be utilised. When the expectation is
different from the original estimate, such differences will impact the
recognition of deferred tax assets and taxation charges in the period in
which such estimate is changed.

(iv) Percentage of completion of construction and service contracts

The Group recognises revenue for construction work and service
contracts according to the percentage of completion of the individual
contract of construction or service work. The Group’s management
estimates the percentage of completion of construction or service work
based on the actual cost incurred over the total budgeted cost, where
the corresponding contract revenue is also estimated by management.
Because of the nature of the activity undertaken in construction and
service contracts, the date at which the activity is entered into and the
date when the activity is completed usually fall into different accounting
periods. The Group reviews and revises the estimation of both
contract revenue and contract costs in the budget prepared for each
construction contract and service contract as the contract progresses.
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2, PRINCIPAL ACCOUNTING POLICIES (continued)
Critical judgements and accounting estimates (continued)

Critical accounting estimates (continued)

(v) Service concession arrangements

If the Group is paid for the construction and upgrade services or
the cash payments for the rights to charge grantors or public users
(under BOT/TOT arrangement) 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 in accordance
with IFRS 15. Significant judgement is exercised in determining the
transaction price and the allocation thereof. Discount rates, estimates
of future cash flows and other factors are used in the valuation
process. Any change in the expected cash flows will result in change in
the carrying value of the financial receivable.

When the Group receives a payment during the concession period, it
will apportion such payment between (i) a repayment of the financial
receivable (if any), which will be used to reduce the carrying amount
of financial receivables on the consolidated statement of financial
position, (ii) interest income, which will be recognised as revenue in
the consolidated statement of profit or loss and other comprehensive
income, and (iii) revenue from operating and maintaining the water and
other treatment plants in the consolidated statement of profit or loss
and other comprehensive income.

Subsequent to initial recognition, the intangible asset is measured at
cost, which includes capitalised borrowing costs, less accumulated
amortisation and impairment losses. The estimated useful life of an
intangible asset in a service concession arrangement is the period
from when the Group is able to charge the public for the use of the
infrastructure to the end of the concession period.

The net amounts of the operating concession carried as intangible
assets in the consolidated statement of financial position as at
31 December 2025 was approximately RMB869,378,000 (2024:
approximately RMB821,179,000), while the receivables under service
concession arrangements was approximately RMB1,365,955,000
(2024: approximately RMB1,708,183,000).
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2, PRINCIPAL ACCOUNTING POLICIES (continued)
Critical judgements and accounting estimates (continued)

Critical accounting estimates (continued)

(vi) Valuation of investment properties

Investment properties are stated at fair value based on the valuation
performed by independent professional valuer. In determining the fair
value, the valuer has based on a method of valuation which involves
certain estimates of market conditions including unobservable inputs.
In relying on the valuation report, the directors of the Company have
exercised their judgements and are satisfied that the assumptions
used in the valuation are reflective of the current market conditions.
Changes to these assumptions would result in changes in the fair
value of the Group’s investment properties and the corresponding
adjustments to the amount of gain or loss that would be recognised in
profit or loss. Details of these are set out in Note 15 to the consolidated
financial statements.

3. FINANCIAL RISK MANAGEMENT
3.1 Financial risk factors

The Group’s activities expose it to a variety of financial risks: market
risk (including foreign exchange risk, cash flow and interest rate risk),
credit risk and liquidity risk. The Group’s overall risk management
policy focuses on the unpredictability of financial markets and
seeks to minimise potential adverse effects on the Group’s financial
performance. The Group currently does not use any derivative financial
instruments to hedge certain risk exposures.
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For the year ended 31 December 2025 #;E2025% 12 A31H It F &

3. FINANCIAL RISK MANAGEMENT (continued)

3.1 Financial risk factors (continued)
(a) Market risk
(i) Foreign exchange risk

The Group is exposed to foreign exchange risk primarily arising from
currency exposure with respect to Hong Kong dollars (*“HKD”) and
United States dollars (“USD”). Foreign exchange risk arises mainly
from cash and cash equivalents and borrowings denominated in HKD
and USD.

As at 31 December 2025, the impact on the Group’s profit before tax
for the year arising from the translation of HKD denominated assets
and liabilities was negligible (2024: if HKD had strengthened/weakened
by 1% against RMB, with all other variables held constant, profit before
tax would have been RMB5,490,000 lower/higher as a result of foreign
exchange losses/gains on translation of HKD denominated assets and
liabilities).

As at 31 December 2025, the impact on the Group’s profit before tax
for the year arising from the translation of USD denominated assets
and liabilities was negligible (2024: if USD had strengthened/weakened
by 1% against RMB, with all other variables held constant, profit before
tax would have been RMB634,000 lower/higher as a result of foreign
exchange losses/gains on translation of USD denominated assets and
liabilities).

(i) Cash flow and fair value interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of
a financial instrument will fluctuate because of changes in market
interest rates. The Group’s exposure to the risk of changes in market
interest rates relates primarily to the Group’s borrowings.

Borrowings obtained at variable rates expose the Group to cash flow
interest-rate risk. Borrowings obtained at fixed rates expose the Group
to fair value interest-rate risk.

The weighted average effective interest rate on borrowings and
the maturity dates of borrowings are disclosed in Note 29 to the
consolidated financial statements.
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CHAPTER ELEVEN CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

g+—=

EHMBHRE SHMBHRRMEGE)

For the year ended 31 December 2025 & £2025F 12 4318 [t F &

3. FINANCIAL RISK MANAGEMENT (continued)
3.1 Financial risk factors (continued)

(a)  Market risk (continued)

(i) Cash flow and fair value interest rate risk (continued)

As at 31 December 2025, if the interest rate on floating interest rate
borrowings had been higher/lower by 0.5% (2024: 0.5%), the Group’s
profit before taxation for the year would have changed mainly as a
result of higher/lower interest expenses on floating rate borrowings.
Details of changes are as follows:

F R CRt ) /18 0
—18 HN10.5%
—8 2 0.5%

Net profit (decrease), increase
— Higher 0.5%
— Lower 0.5%

3. MBEREEGE)
31 HMHEEKREEE)
(a) AR

(ii) B mER DB EFE R

2025512318 MZF B A KEROFI R EF
T B#0.5% (20244 : 0.5%) Al A S BEZFE MM
A BEEEEEL T ZRABZHAEERNF
BERLEA/THRAETH - ABZ(HMT:

2025 2024
2025 & 2024 4
RMB’000 RMB’000
ARBT T AREFT
(11,240) (16,722)
11,240 16,722

(b) Credit risk and impairment assessment

Credit risk refers to the risk that a counterparty will default on its
contractual obligations resulting in financial loss to the Group. The
objective of the Group’s measures to manage credit risk is to control
potential exposure to recoverability problem.

The Group’s credit risk exposures are primarily attributable to
trade and other receivables, receivables under service concession
arrangements, amounts due from customers for construction contracts,
contract assets, financial assets at amortised cost, cash and bank
balances and restricted funds. The Group does not hold any collateral
to cover its credit risks associated with its financial assets and contract
assets (including amounts due from customers for construction
contracts), except for financial asset at amortised cost. The amounts
presented in the consolidated statement of financial position are net of
loss allowance.

(b) 1= A Ja B R hi 1B AT 1%

ERRAREXRZIEFEREGNECERAKE
UHEBEENRR - AEENERRREIEEKN
BEREEGEEAN KL RER-

AEBEHENERRRIZRNEZ REMER
RE RHHLLEBETONRKKE BREPRE
HEAERR ARNEBEE NEHKAFENESRE
E -REMRITHRBEULZIRHE S - RIRHEHK
AAEMEREEN AEBEYEFEEMNER
mAEHESREERANEE(ERERERPZ
HEARREHMNERRR AHMBHRARRS 2
FIEBE B EIREE -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
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EHMBHRET SHMBHRERMWEGE)

For the year ended 31 December 2025 #;E2025% 12 A31H It F &

3. FINANCIAL RISK MANAGEMENT (continued)
3.1 Financial risk factors (continued)
(b) Credit risk and impairment assessment (continued)

The Group performed impairment assessment for financial assets
and contract assets (including amounts due from customers for
construction contracts) under ECL model. For trade and other
receivables, receivables under service concession arrangements,
amounts due from customers for construction contracts, contract
assets and financial assets at amortised cost, the balances are
primarily derived from local governments, PRC state-owned entities
and quasi-government organisations. As the Group’s historical credit
loss experience does not indicate significantly different loss patterns
for these customers, the loss allowance based on past due status is
not further distinguished between these customers.

Information about the Group’s credit risk management, maximum
credit risk exposures and the related impairment assessment are

summarised as below:
Trade receivables

In order to minimise the credit risk, the management of the Group is
responsible for the determination of credit limits, credit approvals and
other monitoring procedures to ensure that follow-up action is taken
to recover overdue trade receivables. In addition, the management
of the Group reviews the recoverable amount of each individual debt
regularly. In this regard, the management of the Group considers that
the Group’s credit risk is significantly reduced.

The Group’s exposure to credit risk is influenced mainly by the
individual characteristics of each customer rather than the industry in
which the customers operate and therefore significant concentrations
of credit risk primarily arise when the Group has significant exposure
to individual customers. At 31 December 2025, the Group had a
certain concentration of credit risk as 65% (2024: 66%) and 89% (2024
89%) of the total trade receivables was due from the Group’s largest
customer and the five largest customers respectively.

3. HMBRAKRERE)
34 MBEAREZE)
(b) 15 A B B 5 BF 5 (48)

AEBEREBAHEEFRRIUNSREERADN
BERBEEREFEPEEARETREN G - H
REZREMEBRFIE BHEEEHETHE
WHE BRUETFPREAGRR ANEERAEH
RAHEBHNEMEE EARIERBHBITEF
TEEAERBMERMNAS AR AEEBEEN
FEREERYERIZSFEANEREARE
ARER BIRAEABEZ2ALBEE-—TROERN
BEAR N BERER -

FHEAEENEAAREE BHEOZKERR
aRAEREFHENEMSTANT

AREEREERRAR AEEEEEAEEBER
ERE FEEULEMEREF URERES
HMaBREZRKRREANENERE W AEEE
EECHRIBZEBLEBOT KD S - 5tk
mME FAEEERERR AEENEARREX
R o

AEBEMERZEARR TEXERFEARNE
BHIERFPRETEYE FAUHERAARRE
EHRZEBEREEFAERAEEHEANRTEFRPAERX
B A ER - R2025F12 A3 AEBHE AT
FRAREF D RIMEE 5 & W GKIE 858 265%(2024
F 1 66%) K 89% (2024 F : 89%) © A LA T — E R
ENEREFRRR -
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For the year ended 31 December 2025 #;E2025%4 12 A31H It F &

3. FINANCIAL RISK MANAGEMENT (continued)
3.1 Financial risk factors (continued)

(b) Credit risk and impairment assessment (continued)

Trade receivables (continued)

In addition, the Group applies the IFRS 9 simplified approach to
measure ECL which uses a lifetime expected loss allowance for all
trade receivables, which are assessed on collective basis by using
a provision matrix except for items that are subject to individual
assessment. The Group’s historical credit loss experience does
not indicate significantly different loss patterns for each customer
segments between 2025 and 2024. Impairment loss of approximately
RMB76,272,000 (2024: approximately RMB53,238,000) was
recognised during the year. Details of the quantitative disclosures are
set out below in this note.

Receivables under service concession arrangements, amounts due

from customers for construction contracts

The Group has periodic collectively and individually assessed
allowance for credit losses for its receivables under service concession
arrangements, amounts due from customers for construction contracts
at the end of the reporting period based on internal credit rating, their
ageing, historical observed default rates based on 12-month ECL
and adjusted for forward-looking information that is available without
undue cost or effort. In the opinion of the management of the Group,
these customers are local governments, PRC state-owned entities
and quasi— government organisations, which are financially sound and
there is no significant credit risk with these customers.

Impairment loss on receivables under service concession
arrangements of approximately RMB1,847,000 (2024: recognition
of impairment loss of approximately RMB333,000) was reversed
and impairment loss on amount due from customers for construction
contracts approximately RMB9,591,000 was recognised (2024:
impairment loss of approximately RMB3,478,000 was reversed) during
the year. Details of the quantitative disclosures are set out below in
this note.

3. MEEKERE)
3.1 BHEAKRREZ(E)

(b) 1= A Ja b R 6l 18 &F 1 ()

A AEBERBEBRYBREENEIRBILT
EHERHBEEERER RO ERBMAEESENR
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EEAE HEAMERNFENEERN - AEEBE
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For the year ended 31 December 2025 #;E2025% 12 A31H It F &

3. FINANCIAL RISK MANAGEMENT (continued)

3.1 Financial risk factors (continued)

(b)

Credit risk and impairment assessment (continued)
Contract assets

In determining the ECL for contract assets, the management of
the Group have made individual assessment on the recoverability
of contract assets based on historical settlement records, past
experience, and also forward-looking information. Impairment loss on
contract assets of approximately RMB1,330,000 (2024: RMB2,040,000)
was recognised during the year. Details of the quantitative disclosures
are set out below in this note.

Other receivables

For other receivables, the management of the Group makes periodic
collective assessments as well as individual assessment on the
recoverability of other receivables based on historical settlement
records, past experience, and also quantitative and qualitative
information that is reasonable and supportive available forward-looking
information. The management of the Group believes that there are
no significant increase in credit risk of these balances since initial
recognition and the Group provided impairment based on 12-month
ECL, except certain balance of other receivables of approximately
RMB46,607,000 (2024: approximately RMB33,124,000) which was
specifically assessed for impairment based on lifetime ECL and the
recovery was considered to be remote by the management of the
Group due to unfavourable event, impairment loss on certain balance
of approximately RMB10,698,000 (2024: reversal of impairment loss
of approximately RMB8,189,000) was recognised during the year.
The total impairment loss on other receivables of approximately
RMB28,615,000 (2024: approximately RMB16,907,000) was
recognised during the year.

Other financial assets at amortised cost

The management makes periodic individual assessment on their
recoverability based on historical settlement records and also
quantitative and qualitative information that is reasonable and
supportive forward-looking information. At 31 December 2025,
the Group had made an accumulated lifetime loss allowance on
credit-impaired balance of approximately RMB240,000,000 (2024:
approximately RMB180,000,000). Details of quantitative disclosures
are set out below in this note.

b

3. HMBEBREEGE
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(b) 15 /A Bk R A (B AF 15 (48)
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For the year ended 31 December 2025 #;E2025%4 12 A31H It F &

3. FINANCIAL RISK MANAGEMENT (continued)

31 Financial risk factors (continued)

(b) Credit risk and impairment assessment (continued)

Bank balances and restricted funds

All the cash and bank balances and restricted funds were deposited in
the major financial institutions in the PRC and Hong Kong, which the
directors of the Company believe are of high credit quality. Therefore,
the Group’s exposure to credit risk arising from these balances is

limited.

The Group develops and maintains its credit risk gradings to categorise
exposures according to their degree of risk of default. The Group uses

its trading records to rate its major customers and other debtors.

The Group’s current credit

categories:

risk framework comprises the following

3. HMBEKREEGE)

3.1 B %5 B By B & (4

\

(b) 1= A Ja b R 6l 18 &F 1 ()

ENRERRITHRBELIBRHESHBEFRN P
BEREENIZSREE ARAREERR/EE
REES At AEEEAZSHESREENERR

AR -

AERHETLAFEERRRER UREED
RN EEYRBRETO R - AEEMNBERS
AEHETERPMEMER AETTR-

AEBEEMzEARRD RIERBE L TES

Other financial assets/

Internal credit rating Description Trade receivables other items
ESR &3 &t BA BESERRE Hith&m&EE HER
Low risk The counterparty has a low risk of Lifetime ECL — not 12-month ECL
default and does not have any credit-impaired
past-due amounts
1K /2 Bz REZEFHNEVERRE BXTEET EEAFEDRAEES 12 AEHEEERE
fa] 380 B 5% 1A BE-ABLEFEERE
Watch list Debtor frequently repays after due Lifetime ECL — not 12-month ECL
dates but usually settle in full credit-impaired
BxaE BHALBTRIPERER BT BEAFEDENEERFE NREAEHEEEBR
EEREB —REBELEEERE
Doubtful There have been significant increases  Lifetime ECL — not Lifetime ECL — not
in credit risk since initial recognition credit-impaired credit-impaired
through information developed
internally or external resources
7 5 ERRRBEVRERARBEZEN BREFEHRHEFEEERE ERAFTEPRHACEEE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
F+—5F AHUBREXT SHUBRZRMEE)
For the year ended 31 December 2025 & £2025F 12 A31 8 It F &
3.  FINANCIAL RISK MANAGEMENT (continued) 3. HMBERABKREEE)
3.1 Financial risk factors (continued) 3.1 M EEEZRE)

(b) Credit risk and impairment assessment (continued) (b) 15 /& B R 18 5F 18 ()

Other financial assets/

Internal credit rating Description Trade receivables other items
P ER 1S AT AR =t B B5EWHE Hiv&mEE HHER
Loss There is evidence indicating the asset  Lifetime ECL — Lifetime ECL —
is credit-impaired credit-impaired credit-impaired
&5 BRETAHMEECRLEEERN ERAGTEIAEPEFEFE EEATEAEDNEEER
=l —EBRLEFEERE —BELEFERE
Write-off There is evidence indicating that the Amount is written off Amount is written off

debtor is in severe financial difficulty
and the Group has no realistic
prospect of recovery
i 88 EEBRBETEBARARENNYE MEEHESE WHEBEL R
ME{EAREEDRRHEAYKE
BRANIEA
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¥+—F aHUBHRx SHVHBRRMEGER

For the year ended 31 December 2025 & £2025F 12 4318 [t F &

3. FINANCIAL RISK MANAGEMENT (continued) 3. MEEKERE)

3.1 Financial risk factors (continued) 3.1 HMBHEKEZE)

(b) Credit risk and impairment assessment (continued) (b) 15 /4 /7 B R 5 18 5F 1o (48)

The tables below detail the credit risk exposures of the Group’'s TFRFAJAEBEBETEHEESEETIGEN LR

financial assets and contract assets (including amounts due from ZBENANEE(RHEEREFRZEAR K @R
customers for construction contracts), which are subject to ECL AR :

assessment:
2025 2024
Internal credit Gross carrying Gross carrying
Il rating 12-month or lifetime ECL amount amount
i BREISEET RERXEEFENRAGEERSE REAE EHAE
RMB’000 RMB’000
AREFT ARE T
Cash and bank balances 27 N/A 12-month ECL 33,629 10,977
BeRBITEH TEHR 12EREHEEER
Restricted funds 27 N/A 12-month ECL 25,965
XRAEES TEHA REREHEEFR
Trade receivables 26 (Note (i)) Lifetime ECL - not credit-impaired 5,569,899 4,584,115
BHEWHE (Bt & (i) ERGEN RN EE AR B L EEHE
Loss Lifetime ECL - credit impaired 4,810 4810
B#H BRI EER-CREREHE
Other receivables 26 Low risk 12-month ECL 1,225,418 1,324,601
Ht W HRIE 1% B b 12ERRHEREER
Loss Lifetime ECL - credit impaired 46,607 33,124
B#& ERGEN RN R EFA-CELEEEHE
Receivables under service 18 Low risk 12-month ECL 1,401,570 1,746,966
concession arrangements
B e RETHRENTE 1% B b 12ERRHEEER
Amounts due from customers for 19 Low risk 12-month ECL 911,787 588,436
construction contracts
EREPRESRR 1% B & REREHEEFR
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$+—%F aHUBHRx GHMBBRRMEUR

For the year ended 31 December 2025 & £2025F 12 A31 8 It F &

3. FINANCIAL RISK MANAGEMENT (continued) 3. B ¥R EEE)
3.1 Financial risk factors (continued) 3.1 HMHEKEZ(E)
(b) Credit risk and impairment assessment (continued) (b) 15 /A /7 B R 0 18 AF 1 (48)
2025 2024
Internal credit Gross carrying Gross carrying
Note  FIELLE 12-month or lifetime ECL amount amount
i ERESS-EE REANEAFEERHEEER REAE FERE
RMB’000 RMB’000
AR T ARBFL
Contract asset 20 Low risk 12-month ECL 247,857 228,116
RHEE 1% B B REREHRESFR
Financial asset at amortised cost 25 Loss Lifetime ECL - credit-impaired 299,400 299,600
NEHEKAFTENGREE B#E EREEN R R EGER-CRLEEEHE

(i)

For trade receivables, the Group has applied the simplified
approach in IFRS 9 to measure the loss allowance at lifetime
ECL. Except for debtors with significant outstanding balances
or credit-impaired, the Group determines the ECL on these
items on a collective basis, grouped by past due status.

(i)

HREZERFRE AEERBER K
BELENEIMEPBLETE UEEEFSE
HEMEEERAERRBEE REKRE
REEEHILRERRENELT A
AEERERERETZERANERAE

EREMBKERMBERXA 2025FEHE 221



CHAPTER ELEVEN CONSOLIDATED FINANCIAL STATEMENTS
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¥+—F aHUBHRx SHVHBRRMEGER

For the year ended 31 December 2025 & £2025F 12 4318 [t F &

3.  FINANCIAL RISK MANAGEMENT (continued) 3. HBERABREEE)

3.1 Financial risk factors (continued) 3.1 HMBHEKEZE)
(b) Credit risk and impairment assessment (continued) (b) 15 /4 /7 B R 5 18 5F 1o (48)
(i) Trade receivables (i) B ZEW A

EAAEEZEAERREEN —BH AEEFMH
EEANERTIGEEFNBE BARSEFA
EERNEAREE EHARREFERARKR
SN BARAENED TERREEEESE
BEHEARBRBOMNERN ZSESREFIBE
REAGESEHEEFEB(RLAGEEERB)R
BB IT R BB AT S o R 2025F 128318 ¢
BEEZELN A ARKA4810,0007T (2024 4F : AR
4,810,00070) W B HIREERENEEEBTMH -

As part of the Group’s credit risk management, the Group uses debtors’
aging to assess the impairment for its customers because these
customers have common risk characteristics that are representative
of the customers’ abilities to pay all amounts due in accordance with
the contractual terms. The following table provides information about
the exposure to credit risk for trade receivables which are assessed
on collective basis by using provision matrix within lifetime ECL (not
credit-impaired). Debtors with credit-impaired with gross carrying
amounts of approximately RMB4,810,000 as at 31 December 2025
(2024: RMB4,810,000) were assessed individually.

222

Ageing by due date

As at 31 December 2025

EREBAMERRIN

#2025612F31A

Not yet past due
i & 8 8

Up to 1 year
RE-&

Past due

E#

1to 2 years
1224

2 to 3 years
2E3%

Expected loss rate FEHEBE 1.9% 2.8% 5.9%
Gross carrying amount (RMB'000) BERBEAREFT) 1,378,009 1,296,473 2,895,417 5,569,899
Loss allowance provision (RMB'000) BBEBREBEAREFT) (26,217) (36,212) (169,894) (232,323)

1,351,792

1,260,261

2,725,523

5,337,576

Not yet past due Past due
Up to 1 year 110 2 years 2 to 3 years Total

RE—F 1228 VERES G
Ageing by due date EREHBBENREIH
As at 31 December 2024 2024512 H31H
Expected loss rate BHEEX 1.7% 2.4% 5.1%
Gross carrying amount (RMB'000) BERBEAREFT) 1,370,811 1,162,766 2,050,538 4,584,115
Loss allowance provision (RMB'000) BEBBAREFL) (23,457) (27,545) (105,049) (156,051)

1,347,354 1,135,221 1,945,489 4,428,064
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EHMBHRET SHMBHRERMWEGE)

For the year ended 31 December 2025 & £2025F 12 A31 8 It F &

3. FINANCIAL RISK MANAGEMENT (continued)

31 Financial risk factors (continued)
(b) Credit risk and impairment assessment (continued)
(i) Trade receivables (continued)

The estimated loss rates are estimated based on historical observed
default rates over the expected life of the debtors and are adjusted
for forward-looking information that is available without undue cost or
effort. The grouping is regularly reviewed by management to ensure
relevant information about specific debtors is updated.

The following table shows the movement in lifetime ECL that has been
recognised for trade receivables under the simplified approach.

3. HMBEAREEE)

3.1 HMBHEKEZE)

(b) 15 A B R 18 5F 18 (42)

10 B 5 B ()
GHEEERIREECERINEBS ABHFH
WRE G RETH LRE B AN L BERAR
KB ESHREEERETAR - EEE
HOoWHBRETEHES UERETEBAN
AEENEHEN-

TREATBBEBLEDTERRBNEZBRBEREANE
ErERRBEEERENESHBR -

Lifetime ECL Lifetime ECL
(not credit-impaired) (credit-impaired) Total

BEEGES EEEES

HHEEER EHEEER
(RBEEERB) (BELEEEHE) G
RMB’000 RMB’000 RMB’000
AREFT AREFL ARBFL
At 1 January 2024 ®2024%1 818 103,527 4,810 108,337
Impairment losses recognised, net ERAREERFE 53,238 - 53,238
Disposal of subsidiaries & W B 2 A (714) - (714)
At 31 December 2024 and 1 January 2025 72024512 A31H % 202551818 156,051 4,810 160,861
Impairment losses recognised, net ERAREERFE 76,272 - 76,272
At 31 December 2025 ®2025%12831H 232,323 4,810 237,133

The Group writes off a trade receivable when there is information
indicating that the debtor is in severe financial difficulty and there is no
realistic prospect of recovery, e.g. when the debtor has been placed
under liquidation or has entered into bankruptcy proceedings, or when
the trade receivables are over five years past due, whichever occurs
earlier.

EEEMRPEBABRARENMBEEEALR %
ARAUEEBRE PINEBABBELEA
WERF HEBEZREFEABRF U LHOCAR
ERLEERE) AEEBMEE SRR -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
£F+—F aHUBHRT SHUBHHRRMEGERE

For the year ended 31 December 2025 & £2025F 12 4318 [t F &

3.  FINANCIAL RISK MANAGEMENT (continued) 3. HBERABREEE)

3.1 Financial risk factors (continued) 3.1 HMBHEKEZRE)
(b) Credit risk and impairment assessment (continued) (b) 15 /& B R 18 5F 18 (&)
(i) Financial asset at amortised cost and other receivables (ii) LA#E s P R 51 2 89 2 i B KB g s E

The following tables show reconciliation of loss allowances that TXRBEREUEHEK ARG EN S HEE L EME
has been recognised for financial asset at amortised cost and other WHIBEERNBGEEENHE -

receivables.
Financial asset at
Other receivables  Other receivables amortised cost
Lifetime ECL - Lifetime ECL -
12-month ECL credit-impaired credit-impaired Total
NEHEK ARG E
Hthy fE e 7008 H & U 58 NEREE
EEGESREY RAGTEHES
1218 A FEEE- FEEE-
HHEEFE CERLREERE CEELEEEHE G
RMB’000 RMB’000 RMB’000 RMB’000
ARETFT ARETFrx ARETFrx ARE T
At 1 January 2024 ®2024%1A18 11,331 22,003 120,000 153,334
Impairment losses recognised, net ERRAREERTE 25,096 (8,189) 60,000 76,907
At 31 December 2024 and W2024512B31H R
1 January 2025 2025%1A1H 36,427 13,814 180,000 230,241
Impairment losses recognised, net ERAREERTE 17,917 10,698 60,000 88,615
Write off b= (4) - _ )
At 31 December 2025 R20254612A31H 24,512 240,000 318,852
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EHMBHRET SHMBHRERMWEGE)

For the year ended 31 December 2025 & £2025F 12 A31 8 It F &

FINANCIAL RISK MANAGEMENT (continued)
Financial risk factors (continued)
Credit risk and impairment assessment (continued)

Financial asset at amortised cost and other receivables

(continued)

Other receivables with gross carrying amount totalling approximately
RMB1,225,418,000 (2024: RMB1,324,601,000) for which 12-month
ECL has been provided, resulted in recognition of ECL of approximately
RMB17,917,000 (2024: recognition of ECL of approximately
RMB25,096,000) during the year.

Certain other receivables with gross carrying amount totalling
approximately RMB46,607,000 (2024: approximately RMB33,124,000)
that have become credit-impaired for which lifetime ECL has
been provided, resulted in recognition of ECL of approximately
RMB10,698,000 (2024: reversal of ECL of approximately RMB8,189,000)
during the year.

As at 31 December 2025, financial assets at amortised cost of
RMB299,400,000 (2024: RMB299,600,000) were individually determined
to be credit-impaired for which lifetime ECL has been provided. The
individually impaired financial assets at amortised cost related to debtors
that were in financial difficulties with the reference to the management’s
estimated results of expected credit losses for the financial asset in each
year. Consequently, further loss allowance of RMB60,000,000 (2024:
RMB60,000,000) was recognised during the year.

3. HMBEBREREGE)

3.1 B %5 B Bk B & (

(b) 15 /8 /3 Bg R 5 18 &F 1 (
(ii) (AR5t E Y

B it -

H o fE W SR B BR A E A R 11,225,418,000 7T
(20244 : A R #1,324,601,0007T) E 5t 21218 A
BHEEBE RFRAEREREHEEERY
AR #17,917,000 (2024 F - R FEHEEEHIE
# A B % 25,096,000) °

BT H M EWRKRIERERERE D AR 46,607,000
T (2024 %« #) A R #33,124,000T)C B £ 2 &
BETHREZEGFERNEREESE REFRE
HEREHEEEENHARK10,698,000 T (2024
FEODEHREEBELOARES189,0007T) °

(if)

M2025F 12 A31H LEHEK AT ENEREE
A R #299,400,000 7T (2024 £F : A R # 299,600,000
TIRBENEETREREEERBELTIRERAFE
HEHREEBFE 28 ECEEEY%eRmE
ERHEABANGAER Bl RERNEER
#— 18 B B A B 60,000,000 7T (2024 4F : A
R #60,000,0007T) °

(iii)
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CHAPTER ELEVEN CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
£F+—F aHUBHRT SHUBHHRRMEGERE

For the year ended 31 December 2025 & £2025F 12 4318 [t F &

3. FINANCIAL RISK MANAGEMENT (continued) 3.

31 Financial risk factors (continued)

(b) Credit risk and impairment assessment (continued)

3.1

(b)

(iii) Receivables under service concession arrangements, amounts  (iii)

due from customers for construction contracts and contract

assets

5 R B B R ()
B % B b B % ()
fe A L B B o 16 AF 1 (4)

WAL S T ERTE BEREP

7 2 A ] 2 T3 A 4R
BEERIALKEHEE

The following tables show reconciliation of loss allowances that T ERBIRARBSHLCEERE THOEKRRE B
has been recognised for receivables under service concession HFRZEARALKAGNEECHERNBEREN
arrangements, amounts due from customers for construction contracts AR o
and contract assets.
Receivables Amounts due
under service from customers
concession for construction
arrangements contracts Contract assets
12-month ECL 12-month ECL 12-month ECL Total
BHaeEnz
THEKNE EBREFRES
REAES RRN2EAEH AHEE120A
FEER FEER HHEEER CEl
RMB’000 RMB’000 RMB’000 RMB'000
AEBEFT AEEFT ABEFTL AEBFTL
At 1 January 2024 ®R202451R1H 58,107 16,541 3,024 77,672
Impairment losses recognised, net ERAREERTE 333 (3,478) 2,040 (1,105)
Disposal of subsidiaries HEH B A A (19,657) = = (19,657)
At 31 December 2024 and R2024512B31B &
1 January 2025 2025%1H1H 38,783 13,063 5,064 56,910
(Reversal of) impairment losses (BEERRAREERTE
recognised, net (1,847) 9,591 1,330 9,074
Write off i =] (1,321) - - (1,321)
At 31 December 2025 ®2025%12H31H 35,615 22,654 6,394 64,663
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CHAPTER ELEVEN CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

EF+—=

EHMBHR AHMBHRIRMEE)

For the year ended 31 December 2025 & £2025F 12 A31 8 It F &

3. FINANCIAL RISK MANAGEMENT (continued)

3.1 Financial risk factors (continued)

(c) Liquidity risk

The Group’s objective is to maintain sufficient cash and sources of
funding through committed credit facility and maintain flexibility in
funding by maintaining committed credit lines. To manage the liquidity
risk, management monitors rolling forecasts of the Group’s liquidity
reserve (comprising undrawn banking facilities) and cash and cash
equivalents on the basis of expected cash flows. All the borrowings
are in compliance with relevant covenant terms if any and the Group
expected to fund the future cash flow needs through internally
generated cash flows from operations and borrowings from financial
institutions.

The table below analyses the Group’s financial liabilities that will be
settled on a net basis into relevant maturity grouping based on the
remaining period at the reporting date to the contractual maturity date.
The amounts disclosed in the table are the contractual undiscounted
cash flows.

Note 29 to the consolidated financial statements presents more
analysis of liquidity risk and undrawn bank borrowings facilities.

Weighted
average
effective Less than
interest rate 1 year
mETH
- SE 15£/UR
% RMB000
% AREFZ
As at 31 December 2025 R2025512 8318
Borrowings fE 4.24 3,221,661
Financial iabiliies included in trade and B2 &R R EH R L
other payables Efifehemes 1,716,001

BRI REREER W22

Total amount of financial quarantees

issued (nofe 33) 500,000

5,437,662

1and 2 years

3. HMBEBREREGE)

31 HMBERREERGE)

(c) mHELER
AEENERRBBAENEEAETRARNR S
MESRER UTBBEFAXEERERRIFTE
EMBRE-REERDESAR EEEEER
SEENADHESHB(ERRERNRITRE)
MERHBANERAFREARENRES LR S F
BY -MAEGFHETHBZOGRWA) BELRE
HEHRABANNEERDELANRESRENRR
TREBNEFARRERARRATRER K-

TERHAEERENBERAEZANINHBANT
HHREANINEEFEEELENERAE
ETOM - EXABRBENSBEAARALURNAR
Reneg-

EHUBRERMEI0HRBHESABR KRB
RITEEREETEZ DM -

Carrying
Toal
undiscounted

amount at

31 December
2025

R 20255
12R31 8
WREE
RMB'000
ARETT

Between Between More than

2 and 5 years 5 years cash flows
AERRE
nELH
RMB’000
AREFR

122
RMB’000
ARETT

235%
RMB’000
ARETT

5N E
RMB000
ARETZ

1,357,532 755,731 181,002 5,515,926 5,192,072

1,716,001 1,716,001

229,500 729,500

1,357,532 755,731 410,502 7,961,427 6,908,073
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

F+—F SHUBER

& B Bt 75 3R R Y & (4R)

For the year ended 31 December 2025 #;E2025%4 12 A31H It F &

3. FINANCIAL RISK MANAGEMENT (continued)

3. HMBEKREEGE)

3.1 Financial risk factors (continued) 3.1 M EEEZRE)
(c) Liquidity risk (continued) (c) HEE £ E R (E)
Weighted Carrying
average Total amount at
effective Less than Between Between Morethan  undiscounted 31 December
interest rate fyear 1and2years  2and5 years 5 years cash flows 2024
20245
T AERRE 12A31A
ERA= 150 182% 2E5% SELE REEE MERE
% RMB 000 RMB 000 RMB 000 RMB 000 RMB 000 RMB000
% AREFT  ARETT  ARETrn  AREFT AREFTT ARETR
As at 31 December 2024 R2024512A3 A
Borrowings f& 3 5.17 2,718,459 936,496 1,132,241 275,269 5,062,465 4,589,179
Financial liabiliies included in trade and ~ © 5 EER B R EL
other payables ERARMeREE 1,859,042 - - - 1,859,042 1,859,042
Total amount of financial quarantees 2% A8 K ER BERE (H#33)
issued (nofe 33) 500,000 - - 229,500 729,500 -
5,077,501 936,496 1,132,241 504,769 7,651,007 6,448,221

The estimated amount of interest payments on borrowings are arrived
based on the principal borrowing balance and prevailing interests
rates at respective reporting dates up to the final maturity date of the
borrowing agreements.

3.2 Capital risk management

The Group’s objectives when managing capital are to safeguard the
Group’s ability to continue as a going concern in order to provide

returns for shareholders and benefits for other stakeholders and to
maintain an optimal capital structure to reduce the cost of capital.

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 debt.

EREHOERF AR RAREERR S BER
EEBEAMEERBHORLIBA A DF
T 5 H TG -

32 EAXERERE
AEENEAEERREREEEREARE
NABRRIBREEO RN S LM SEERE RIS
RARNERRENEREBUREERKAE -

RTIRFAIEERAERE AEEATREEAERX
FPERRERORAMEKE ARREEEALS  BITHR

FHEEENRMERER -
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CHAPTER ELEVEN
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
F+—F aHUHHRRT SHUHHRRMEGE

For the year ended 31 December 2025 & £2025F 12 A31 8 It F &

3. FINANCIAL RISK MANAGEMENT (continued)
3.2 Capital risk management (continued)

Consistent with others in the industry, the Group monitors capital on
basis of the gearing ratio. This ratio is calculated as net debts divided
by total capital. Net debts are calculated as total borrowings less cash
and cash equivalents and restricted funds. Total capital is calculated
as “equity” as shown in the consolidated financial statements plus net
debts.

The net gearing ratio as at 31 December 2025 and 2024 is as follow:

3. MEEKREEE)
3.2 EAEKERE(E)

BENEMAR K AKBEFBEEREBELE
REER W ERREBFEBNGEERGTE -
BHEFERBETIREZRSLASFEYREIR
HES BEANR [z (WA GHFBEER MM
B FER -

20254 K2024F12A31H - FEEBBLLLEMOT -

2025 2024

2025 % 2024 4
RMB’000 RMB’000
AR#EFT ARETTT

Total borrowings (Note 29) 1SR (H 7E29) 5,192,072 4,589,179
Less: Cash and bank balances (Note 27) W e RIRITE R (M E27) (33,629) (10,977)
Restricted funds (Note 27) Z R 6 & & (A 5£27) (3,501) (25,965)
Net debt &% % & 5,154,942 4,552,237
Total equity g 5,434,842 5,242,293
Total capital =N 10,589,784 9,794,530
Net gearing ratio FEEAMGBHLEX 46.5%
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F+—F SHUBER

For the year ended 31 December 2025 &

3. FINANCIAL RISK MANAGEMENT (continued)
3.3 Fair value estimation of financial instruments

The following presents the liabilities measured at fair value or required
to disclose their fair value in these financial statements on a recurring
basis across the three levels of the fair value hierarchy defined in
IFRS 13 Fair Value Measurement, with the fair value measurement
categorised in its entirety based on the lowest level input that is
significant to the entire measurement. The levels of inputs are defined
as follows:

. Level 1 (highest level): quoted prices (unadjusted) in active
markets for identical assets or liabilities that the Group can
access at the measurement date;

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

. Level 3 (lowest level): unobservable inputs for the asset or
liability.

During the years ended 31 December 2025 and 2024, there were no
transfers between Level 1 and Level 2 fair value measurements, and
no transfers into and out of Level 3 fair value measurements. The
Group’s policy is to recognise transfers between levels as at the end of
the reporting period.

Fair value of financial assets and liabilities measured at cost or

amortised cost

The fair value of non-current receivables under service concession
arrangements, non-current amounts due from customers for
construction contracts, non-current contract assets and non-current
borrowings is estimated by discounting the future cash flows at
the current market rate available to the Group for similar financial

instruments.

The carrying amounts of the Group’s other financial assets and
liabilities at cost or amortised cost are not materially different from their
fair values as at 31 December 2025 and 2024.

& B 7 8ok M RE (B8)
E20254 12 A31 B L5 &

3. HMBEKREEGE)

33 SRMIAMARBEEMGS

UTAZIRBRERRYBEEENEBRES
ZRARMEBR=ERS A B A BETER

ARZERBERERNELEUEEEREELALE
BEzEE BREAABEAEREYERREAEM

FEEEAZEEESABBETIE B ARRE
ZBANERWT :
0 kk*i&(aéi&?ﬂ]) AEBRFERHA
SHREEXRABERNERBMS L 2®E
(ﬂiﬁ“ )
. E_HE-RABERBUIN REER
BENEEXRRBEMS 28 ABE:

K

. F=M(HERR) :
R A\BE -

BEEXABZAATHE

B £2025F N2024F12A31MB IEFE - F1E &
%2’“"Dfﬁfﬁé‘f%ZFEijﬂﬁiiﬁZ’ﬁﬂ@)\%3
EAABEFEREFIEAAEBAEAFEE L - K
E.Zﬁﬁtb”\ﬁiﬁﬁﬂiﬁ@ BR B ZE® -

BREAZBER LA BN EHEENEEN AL
&1

HHELRRH TOERD BRI BREF
REARRMERDEE ERDANEERSE
FHERNAABEREAEBDTEROHELS
BTENBATBAEHARBERELTHE
3t o

MR20254F %2024 F 12 31 H » A £ B H ih #7 pk A
NBHEKAFENSREENEENEDESRE
AREBEITEEAEZE-
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EHMBHRET SHMBHRERMWEGE)

For the year ended 31 December 2025 #;E2025% 12 A31H It F &

4. SEGMENT INFORMATION

The directors of the Company have been identified as the chief
operating decision-maker of the Company. The management has
determined the operating segments based on reports reviewed by the
directors of the Company for the purpose of allocating resources and
assessing performance.

The directors of the Company determine the business from the product
and service perspective. The Group’s reportable segments are as

follows:

. Wastewater treatment;

. Water supply; and

. Others, including management services, transportation

services, construction services, thermal production and
treasury functions.

The directors of the Company assess the performance of the operating
segments based on the measurement of revenue and operating profit.

This measurement basis excludes fair value gain on financial liabilities
at FVPL, finance income, finance costs, impairment loss on interests in
associates and share of results of associates.

Unallocated assets consist of deferred tax assets and interests in
associates. Unallocated liabilities consist of financial liabilities at FVPL,
deferred tax liabilities and income tax payable.

Capital expenditure comprises mainly additions to right-of-use assets/
land use rights, property, plant and equipment and intangible assets.

b

4.

SEE R

K@ﬂ%%ﬂﬁﬁﬁ%$”ﬁmiﬁwéﬁm%

EEECRBEARREZEEZN woEEEIR

MAERRNOBREEELENH -

ARAEERERNBRENAEBRTIELK A%
EHREDIMLT
. V5K
. KEELE K&

. Hipr B3EE
% -

BER% EH
BAOEENMIEREE -

WER - BER

ARBEERBRAGFEMEEZNBIFGEZED
AR

ZEAEEETEBREEBZAREBES A RN
BEOAREEKS MBEEA BHERAE
BEREBRALRBERRKLEXRMNE-

A

Bt 2 4%

*%Mﬁ%@%ﬁkﬁﬁﬁﬁﬁ%M§L°$ﬁ
REEEERAABEFAEENEREE
ERIEBEMENPTER -

EARXTIECEERAREE LibERE T8
E -IHWEREBEMETLEEMIZM-

REMKFRHARAA 2025F FEHE 231



232

CHAPTER ELEVEN CONSOLIDATED FINANCIAL STATEMENTS

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

EF+—F

EHMBHER SHMBHHRERMEE)

For the year ended 31 December 2025 & £2025F 12 4318 [t F &

4, SEGMENT INFORMATION (continued)

(a) Segment information

Segment revenue and result (i.e. the operating profit) and other
information for the year ended 31 December 2025 are presented as

below:

Revenue from external customers ShERE P A
Segment gross profit o & E A
Segment profit o B FE
Finance income BB A
Finance costs B 1 B AR

Share of results of associates

BERRLERRNE

Profit before taxation IR BE
Income tax expense FEHER
Profit for the year FRFE

4.

(a)

Wastewater
treatment
BKREE
RMB’000
AR FT

1,058,064

465,191

263,303

o EIERGE)

SEE B

Water
supply
b/

RMB’000
AR¥BTFTT

179,122

90,896

56,730

Others

H
RMB’000
AREFTT

242,366

150,806

104,496

B ZE 202512 A31 A IEFZ M5 AU A T X &R
BEMNB)REMEMMT

Total
& 4
RMB’000
ARBFT

1,479,552

706,893

424,529

45,231
(237,227)
3,669

236,202
(39,331)

196,871

Other segment information included in st A% &5 E S 9 B E & &t
the measurement of segment profit EME®RSBER:
or segment assets:
Depreciation of property, plant and

THE IHLRENORE

equipment 199,147 212,332
Depreciation of right-of-use assets FRAEEENE 9,752 9,819
Fair value loss on investment properties % &M ¥ R A BEE X - 25,217
Impairment loss on trade receivables JEWBR TR BB X 56,128 76,272

Impairment loss on financial assets at NBERAFTENSREE

amortised cost VREREES 60,000
Impairment loss on other receivables HEHmEKRZBEREBERE 28,615
(Reversal of) impairment loss on RO ERETHEKRE

receivables under service concession WEER)EX

arrangements (5,264) (1,847)
Impairment loss on contract assets EHMEEREBEXR - 1,330

(Reversal of) impairment loss on amounts & 4 & F 2 & 4 7 3

due from customers for construction WEER)EX

contracts (832) 9,591
Amortisation of intangible assets BEVEESE 11,714 57,615
Repair and maintenance costs EREERAN 43,046 46,426
Capital expenditures NGRS 213,976 282,958
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CHAPTER ELEVEN CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
$+—%F aHUBHRx GHMBBRRMEUR

For the year ended 31 December 2025 & £2025F 12 A31 8 It F &

4. SEGMENT INFORMATION (continued) 4. HEWERE)
(a) Segment information (continued) (a) o EIE B (&)

Segment assets and liabilities as at 31 December 2025 are presented # Z2025F 12 A31BM S HEEMABENT ¢
below:

Wastewater Water

treatment supply Others Total
BKERE K4 Hi &t
RMB’000 RMB’000 RMB’000 RMB’000
AR#¥Frn AR¥EFT AREFT AR¥Frx

Segment assets PHEE 9,460,899 1,601,075 2,170,053 13,232,027
Unallocated: ROEA:

Deferred tax assets ELEMBEE 134,526
Interests in associates BERE 69,395
Total assets BEEGE 13,435,948
Segment liabilities NMEaE 5,510,722 932,583 1,263,998 7,707,303
Unallocated: RO EK:

Deferred tax liabilities ELEMBEEE 35,871
Tax payables e B 257,932
Total liabilities =g 8,001,106
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CHAPTER ELEVEN CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
F+—F GHUBHRXxR SHMBHRFRMEGE)

For the year ended 31 December 2025 #;E2025%4 12 A31H It F &

4. SEGMENT INFORMATION (continued) 4. HEWERAE)
(a) Segment information (continued)

HZE2024F12A31M B EFEN D BWA R EEED
BEMNBKEMERDT :

Segment revenue and result (i.e. the operating profit) and other
information for the year ended 31 December 2024 are presented as
below:

Wastewater Water
treatment supply Others Total
5K KA Hfih & &t
RMB’000 RMB’000 RMB’000 RMB’000
ARKFIT ARETT AREFT AREFT
Revenue from external customers MEE P WA 1,151,793 174,379 267,992 1,594,164
Segment gross profit D EEF 501,713 60,042 151,896 713,651
Segment profit 2 & FE 364,118 37,905 122,885 524,908
Finance income B 7 WA 48,038
Finance costs B 75 B AR (263,627)
Share of results of associates EARIKERRME 5,035
Profit before taxation DR IRURE 314,354
Income tax expense EREAR (50,426)
Profit for the year F AT 263,928
Other segment information included in st A% & 7l H & 2 H & £ &
the measurement of segment profit EMERSBER:
or segment assets:
Depreciation of property, plant and TEHE - IBRERIEOTE
equipment 199,701 12,036 604 212,341
Depreciation of right-of-use assets CRRBEERE 9,748 71 = 9,819
Fair value loss on investment properties & &EME QAR BEIRE KX - = 21,153 21,153
Impairment loss on trade receivables R R BB X 22,666 28,388 2,184 53,238
Impairment loss on financial assets at NEBHEKATENSREE
amortised cost VEREREES - - 60,000 60,000
Impairment loss on other receivables Hip e FERERKX 12,215 1,849 2,843 16,907
(Reversal of) impairment loss on ROTRERETHEKRRE
receivables under service concession WA (B E)E X
arrangements 822 616 (1,105) 333
Impairment loss on contract assets ARNEEREBAE 2,040 - -~ 2,040
(Reversal of) impairment loss on amounts & & F 2 # 4 X
due from customers for construction HMEMR)EX
contracts 157 (3,635) - (3,478)
Amortisation of intangible assets BREE#H 9,626 42,431 14,495 66,552
Repair and maintenance costs BREEERAE 29,721 498 973 31,192
Capital expenditures BEARAX 28,007 45,238 87,945 161,190
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CHAPTER ELEVEN CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
F+—F aHUHHRRT SHUHHRRMEGE

For the year ended 31 December 2025 & £2025F 12 A31 8 It F &

4. SEGMENT INFORMATION (continued) 4. HEWERE)

14

(a) Segment information (continued) (a) 5 & 1B

Segment assets and liabilities as at 31 December 2024 are presented & £2024F 12 AN AWK PEEMBE O T ¢
below:

Wastewater Water
treatment supply Others Total
75 7K IR 18 KAt H A &t
RMB’000 RMB’000 RMB’000 RMB’000

AREFT AREFT AREFT ARETT

Segment assets NEEE 9,607,259 1,814,154 786,738 12,208,151
Unallocated: RO EA:

Deferred tax assets ELEMBEE 110,075
Interests in associates BERE 65,726
Total assets EELE 12,383,952
Segment liabilities NHEaE 5,178,196 549,797 1,182,408 6,910,401
Unallocated: ROEK:

Deferred tax liabilities BEEREBEEE 40,661
Tax payables FEf I8 190,597
Total liabilities =g 7,141,659
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CHAPTER ELEVEN CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2025 & £2025F 12 4318 [t F &

4, SEGMENT INFORMATION (continued)
(b) Geographical information

The Group’s operations are principally located in the PRC. Hence,
geographical segment information is not considered necessary.

(c) Information about major customers

The major customers whose revenue amounted to 10% or more of the
Group’s total revenue were as below:

Revenue from wastewater treatment segment REFTKRED BB

Customer A BEA
Customer B ZFB

4. HoNHBERE)
(b) HERESE

AEENEBIEMRTE B TFTEHLER
BER-

(c) TEEFPRR

AEENTIEFFPMOBRAGAREBRRALED
10% A LT -

2025 2024

2025 4 2024 €
RMB’000 RMB’000
AR#FxT ARETFT

875,950 885,077
182,450 175,225
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EF+—=

5. REVENUE

Revenue disaggregated by major products or
service lines
Wastewater treatment

5. WA

BIZESBMRBRATOBAN

KR 2

Operating services — under TOO/BOO model
Operating services — under TOT/BOT model
Construction services — under BT model
Construction services — under BOT model
Finance income

Vel

ZE R % —TOO/BOOE X T
LIERBE-TOT/BOTE A T
EERE-BTENT
FHERE-BOTERX T

B 7 WA

Reclaimed water supply and running water supply

BAKEE R B KK E

Operating services — under TOO/BOO model
Operating services — under TOT/BOT model
Construction services — under BT model
Construction services — under BOT model

2 E R %-TOO/BOOE X T
2IE R % -TOT/BOTH#E =\, T
EHERE-BTENT
EIERE-BOTRA T

Finance income B I A
Others EHfth

Management services EERG
Transportation services B R

Construction services — under BT model
Construction services — under BOT model
Thermal production

Others

BERB-BTERT
EERKE-BOTEAT
BOEE

H

Except for the finance income, all the other revenue represent revenue
from contracts with customers within the scope of IFRS 15.

All the above revenue is recognised over time except for revenue from
water supply operation and thermal production, which are recognised

at a point in time.

RRENKBEROBARRF 2025F EHE

R N

EHMBHRET SHMBHRERMWEGE)

For the year ended 31 December 2025 & £2025F 12 A31 8 It F &

For the year ended 31 December
BHE12A3MHALEE

2025 2024
2025 2024 F
RMB’000 RMB’000
ARE Tz L AT,
1,058,064 1,151,793
906,478 897,723
98,973 117,989
29 20,714

4,256 64,241
48,328 51,126
179,122 174,379
30,352 28,251
60,962 73,597
3,934 7,192
1,293 30,190
82,581 35,149
242,366 267,992
182,450 177,629
817 462

- 1,790

3,464 8,619
14,850 13,476
40,785 66,016
1,479,552 1,594,164

P H b U A 5 B R BE RS 3RS
AIFE15RANKRBEPAHHRA -

EAAAERADRER EER  EKEEEERR
NEEWAT B ER -
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For the year ended 31 December 2025 & £2025F 12 4318 [t F &

6. EXPENSES BY NATURE 6. REEELENER
2025 2024
2025 2024 F
Notes RMB’000 RMB’000
Bt aF AR¥T T ARBFT
Depreciation of property, plant and THE IRR&ENTE
equipment 17 212,332 212,341
Utilities and office expenditures NHAEERHRAEXH 10,751 10,900
Employee benefit expenses & B 18 FIF X 10 145,478 171,608
Costs of wastewater and water supply 75 7K B 3 R K i 46 BR 75 B9 X AR
services 276,793 269,732
Cost of construction services B R B AR 5,852 124,727
Other taxes and levies HaFi & KM 29,308 28,512
Repair and maintenance costs HeAE R HEE KA 46,426 31,192
Depreciation of right-of-use assets FRAEEAENE 16 9,819 9,819
Professional expenses EERBE 11,644 12,872
Amortisation of intangible assets mEE#E 21 57,615 66,552
Fuels expenses K2 A 14,832 14,239
Miscellaneous 18 4,744 5,293
Total cost of sales, selling expenses, HERE HEBR THREMR
administrative expenses and research it BREE
and development expenses 825,594 957,787

Note:  During the year, the payment for audit services and non-audit services /it : AFERABTINES I N EARE RIESH R

as the remuneration of auditor were approximately RMB1,950,000 and %28l B #H AR 1,950,000 & A R ¥ 190,000
RMB190,000 respectively (2024: approximately RMB1,950,000 and (20245 : 5 5l & & A R #1,950,000 T &2 A B
RMB30,000 respectively). #30,0007T) °
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EHMBHRET SHMBHRERMWEGE)

For the year ended 31 December 2025 & £2025F 12 A31 8 It F &

7. NET OTHER INCOME 7. Hiyr 5538
2025 2024
2025 2024 F
RMB’000 RMB’000
ARBTF T ARBFT
Government grants: KT 48 BY : 8,236 8,774
— relating to purchase of property, plant and —HEBEBETHE IRMNEZHEER
equipment (Note 30) (H1 & 30) 6,694 7,687
— relating to tax refund —mEBREEH 1,542 1,087
Gain on disposal of a subsidiary HEMHRB QA Z K - 10,312
Interest income from bank deposits |ITERZFEHA 23 838
Fair value loss on investment properties (Note 15) & & W ¥ 2 A R BEB KK £ 15) (25,217) (21,153)
Gross rental income* el ArzE 16,484 8,935
Gain on disposal of property, plant and equipment E & TBE - T k& EH K=
— net —F 58 241 5,795
Gain on disposal of interest in an associate o B D B R RS A e - 467
Others H i 7,489 9,108
7,256 23,076
Note:  Pursuant to Notice on Issuing the Catalogue of Preferential Value-added A/ : & MEeRBEMBKERGATBRERMS S
Tax (“VAT”) Policies for Products Made through and Labor Services for HEB(HER)DEBZBH)RTE H2015F74
Integrated Utilisation of Resources issued by the State Administration 1HR REERFEMNAEEERHEEXRAE
of Taxation in the PRC, companies which sell self-produced products BREGATNAREBLBEHLETEANEERBE
made with integrated utilised resources or provides labor services for XEERRBUBER AEBNSKEREEBNE
integrated utilisation of resources can enjoy the policy of value-added ERKEEEBRESEHER 6EKRERT0%
tax refund upon collection from 1 July 2015. The wastewater treatment (2024 : 70%) M AT BRT -
business and the reclaimed water supply business of the Group which
fall into the catalogue are qualified to enjoy 70% (2024: 70%) VAT
refund.
* The direct operating expenses incurred for investment properties that ~ * MERNELEHSRANREVEEENERELSE

generated rental income were minimal in both of the years.

R g8 o
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EF+—F

EHMBHER SHMBHHRERMEE)

For the year ended 31 December 2025 & £2025F 12 4318 [t F &

8. OTHER LOSSES

Loss on disposal of property, plant and
equipment — net

Late payment charges and overdue interest
on construction payments

8. Hihis 8

2025

2025 fF
RMB’000
AR F T

BRETBHE THEZED
BER—FE8
e Rk IERAHFL

Others E
9. FINANCE COSTS - NET 9. MR A-—FH
2025
2025 &
RMB’000
ARE¥TT
Finance income: R R N
— Interest income charged to related parties —[m) BA B 7 W ER B9 BB M A
(Note 36(b)(ii) (B 3 36(b)(ii))

— Interest income charged to a third party

%= R R B A

Finance costs:
— Interest expenses on unsecured borrowings
— Interest expenses on secured borrowings

B4 %5 B A
—RERERF L H
—ERERME X H

(25,798)

(229,787)

Total interest expenses on borrowings BERF BB E (255,585)

— Less: borrowing costs capitalised in property, —BEBEXEFATBHE ITKRE
plant and equipment (Note 17(c)) %48 B 18 SR AR

(K& 17(c)) 22,693

— Interest expenses — net —NEBR-—F%8 (232,892)

— Exchange loss — net —EHIBRFE (2,819)

— Others —H b (1,516)

(237,227)

Finance costs — net B % K AN —F 58 (191,996)
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2024

2024 4
RMB’000
ARETT

4,533
972

5,505

2024

2024 %
RMB’000
AR®TT

47,987
51

48,038

(44,042)
(228,973)

(273,015)

23,680

(249,335)
(13,479)
(813)

(263,627)

(215,589)



10.

Staff costs, including directors’ emoluments
Salaries, wages and bonuses
Contributions to pension plans (Note (a))
Housing funds, medical insurance and
other social insurance (Note (b))

CHAPTER ELEVEN

CONSOLIDATED FINANCIAL STATEMENTS
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EHMBHRET SHMBHRERMWEGE)

For the year ended 31 December 2025 & £2025F 12 A31 8 It F &

EMPLOYEE BENEFIT EXPENSES

BEIRKX(BIEE

i E R (Y

TE RBEM2EH
RK & F B H R 2 (a)

Notes:

(a)

(b)

As stipulated by rules and regulations in the PRC, the Group contributes
to state-sponsored retirement schemes for its full-time employees in the
PRC. The Group’s full-time employees make monthly contributions to
the schemes at approximately 16% of the relevant income (comprising
wages, salaries, allowances and bonus, and subject to maximum caps),
while the Group has no further obligations for the actual payment of
post-retirement benefits beyond the contributions. The state-sponsored
retirement schemes are responsible for the entire post-retirement benefit
obligations payable to the retired employees.

In addition to the government-sponsored defined contribution pension
plans as mentioned above, effective from 1 January 2014, the Group
operates an additional employee pension plan. The Group makes
contributions to the additional pension scheme at 8% of previous
year’s salaries. The Group has no further obligation for this additional
employee pension plan beyond the contribution made.

Employees of the Group in the PRC are entitled to participate in various
government-supervised housing funds, medical insurance and other
employee social insurance plan. The Group contributes on a monthly
basis to these funds based on approximately 6.3% to 23.6% (2024:
approximately 6.3% to 23.6%) of the salaries of the employees, subject
to certain ceiling. The Group’s liability in respect of these funds is limited
to the contributions payable in each period.

10. EERHME X

2025 2024
2025 4§ 2024 4
RMB’000 RMB’000
ARE#¥F T ARBTFT

=)
100,543 124,180
21,008 23,000

BERBRAME M

(b)) 23,927 24,428
145,478 171,608

B

REFERSHENRE AEESETHZE
BETABEREDMEKSFEHRT - AEERE
BETIWNHEBRABEIE He FHRESD
(THBB—FLBRIN16%L A E A M &=t 84K -
REERH FRBEREEDHEFAIPGRKEREF -
BREADHNEAKRSHEBEMARNEARBRIN
BARRENE -

BRERBRENNRERGFERSTEIN B
2014F1A1B 8 AEERE—BHEINREITENK
S8 AREEIR EEE T EN8%IM X BINEK
SEEHER -BBEIBIRKSHEIN AEEH
aEE M EF -

AEBEFENBINABRRARENEE AES
BEARNEMULGRRAE -AEEFALRE
T % © #6.3% £ 23.6%7c £ (2024 : 6.3%-23.6%
ER)MZEESHERTBEB-—ELR) - H&SF
AEEME ALEANERERRRES —HBE
AR

(b)
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For the year ended 31 December 2025 & £2025F 12 4318 [t F &

10. EMPLOYEE BENEFIT EXPENSES (continued) 10. BERBAMEZ(E)

Notes: (continued) bt et - (&)
(c) Five highest paid individuals (c) TfuZEHMAL
The five highest paid individuals during the year included 2 directors FRNAMER H WAL EEMME F(2024F :
(2024: 3 directors), details of whose remuneration are set out in Note SMNEE) CAFMENME12- HBH=F @A
12. The aggregate of the emoluments in respect of the other three (2024 : @ 4 & A) B 3 B 42 28 (X 8L £ 20255 2
individuals (2024: two individuals) (for the years ended 31 December 2024F12RA3MBILFE - FBELFEF HEF
2025 and 2024, the emoluments of all the highest paid individuals who BERTBAENSESFMALOTH O ES RE
were not directors, supervisors or chief executives did not involve any METHENNREBTENLEL  RELZMA
discretionary or performance-based bonuses, amounts paid or payable FEEMAREBERE XN KERN FHKE 5k
to induce them to join or at the time when they joined the Group, or any ERREXEZEREEABBUNMERE W
compensation for loss of any managerial position) are as follows: T
2025 2024
20254 2024 F
RMB’000 RMB’000
ARBFTT ARBFIT
Salaries, wages and bonuses T&. 8¢ 561 590
Contributions to pension plans R AKE B 3K 206 245
Housing funds, medical insurance and FEAES BRERBMEMMEERRE
other social insurance 182 200

949 1,035

(d) The emoluments of remaining three individuals (2024: two individuals)  (d) E#H=RMEA20245F : R & @A) K B & B

fell within the following band: S

2025 2024

2025 £ 2024 5
Number of Number of

individuals individuals

A& A

Range of remuneration (HKD) 5 B &5 B (OF )

Nil to 500,000 Z % 500,000 1
500,001 to 1,000,000 500,001 % 1,000,000 1
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For the year ended 31 December 2025 & £2025F 12 A31 8 It F &

11. INCOME TAX EXPENSE 1. FIEHER
2025 2024
2025 2024 F
RMB’000 RMB’000
AR¥ T AREFT
Current tax — the PRC Corporate EHHRE-PBRECERSH
Income Tax
Provision for the year FRBE 88,021 51,391
(Over) underprovision made in prior years BEFE(BEREE BEETE (19,449) 21,872
68,572 73,263
Deferred tax (note 23) iR E B (K 72 23) (29,241) (22,837)
Income tax expenses SR X 39,331 50,426

For the only Hong Kong incorporated subsidiary, Hong Kong Profits
Tax is calculated at 8.25% (2024: 8.25%) of the first HKD2 million
of estimated assessable profit and at 16.5% (2024: 16.5%) on the
remaining estimated assessable profit. No provision for Hong Kong
profits Tax has been made for the subsidiary as it has no assessable
profits or incurred tax losses for taxation purpose for the year.

Under the Law of the PRC on Corporate Income Tax (the “CIT Law”)
and implementation Regulations of the CIT Law, the tax rate of the
PRC subsidiaries is 25% since 1 January 2008. The income tax rate
of 25% is applicable to all of the Group’s PRC subsidiaries during
the years ended 31 December 2025 and 2024, except for certain
subsidiaries that enjoy tax exemption or a preferential income tax rate
as approved by the respective local tax authorities, which is discussed
as follows:

(a) China’s western region development policy (the “Western
Region Development Policy”) is a preferential tax ruling
issued by the State Administration of Taxation of the PRC
for companies whose business fall into the catalogue of
encouraged industries and located in western region of China.
During the years ended 31 December 2025 and 2024, the
Company and certain subsidiaries qualified for the Western
Region Development Policy were granted the preferential
income tax rate of 15%.

HRE - EFEEMRINMBAR H&E28
&8 Jr 14 5T R SR B s T #28.25% (2024 4 : 8.25%)
B BR84Sl 5T FE R TR T 1216.5% (2024 F -
16.5%) MM EFEBTEMNEBH -BRWE QAR
FAVTHEERMEMN L RFERBEE Bt
WEREEHEBF GBS -
BERFEAREANBCEMBREA(EEREH
FDREBEMBREZEBGEH - 5200841710
R R EIHE AR 8RR A25% o R EL 2 2025 F Al
2024F12AMBLEFEHE KRESEMM
BHFAMEZZRNEREXEENESHEENHL S
MEBARN AEBEFRBENRENRBRRNYE
F25% B TS BiE o atsman T -

FEESARZERESPEER LY E
FREAFENDHERESN HEETHEB
BRASBHEEEXEGRTEENRAIER
W—ERKEERR((ABDARBHEKD -
H Z20254F M2024F12A31B L FE - K
RAIRE S KB RRKA R BRI
BEHBRTE TX15%NEERMESHBE-

(a)
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For the year ended 31 December 2025 & £2025F 12 4318 [t F &

11. INCOME TAX EXPENSE (continued) 1. IBEHRERE)

(b) Certain newly upgraded wastewater treatment facilities owned  (b) HETHENBAREENT I ARS
by certain PRC subsidiaries meet the criteria provided in the KEBREREAEREZXCEMSHRE
catalogue for public basic infrastructure projects qualified for EHEOHLAAEWMBMEEASPHNRE.
CIT preferential tax rates. Such PRC subsidiaries are entitled HEAEERLENBEEESEOEBED
to three years’ exemption from CIT followed by three years of KA ZEFBENBARBEREX[=Z4
a 50% CIT reduction on relevant taxable income derived from ERFINCERGHBKES-

such new projects.

(c) Certain PRC subsidiaries of the Group utilise resources that  (c) AEBENETHEWERQFARFE(ER

qualify for preferential CIT treatment under the Catalogue of FENMACEMGHEZREHFIRENESR
Comprehensive Utilisation of Resources Eligible for Preferential TEESHSBEECER - BANAZSE
CIT Treatment. In respect of the relevant revenue derived from EEREREENMHEBRAMET  M@ASP
such utilisation of qualified resources, the applicable PRC B fff B N A A R E A B 10% % B R B
subsidiaries are entitled to an exemption from CIT on 10% of W EmEH-

their revenue.
Reconciliation of income tax expenses FEHRBAZZHER
2025 2024
2025 §F 2024 F

RMB’000 RMB’000
AR T ABRETT

Profit before taxation AR 236,202 314,354

Income tax at applicable tax rate of 25% 1% i& [ i K 25% (2024 £ : 25%)

(2024: 25%) HEHFREH 59,051 78,589
Tax effect of non-deductible expenses TAHMBRHERNRBEEE 19,813 9,613
Tax effect of preferential tax rates of the ARG RIS B AR MERR X

Company and certain subsidiaries BB & (24,153) (49,649)
Tax effect of non-taxable income BAERMBRANREEE (1,310) (7,859)
(Over) underprovision made in prior years B FE(BEEE BEET R (19,449) 21,872
Tax effect of share of results of HE AR ERRDENN BT E

associates (550) (1,259)
Tax effect of tax losses not recognised HMABABAOBRESBNRESZ 2 6,010 575
Utilisation of temporary differences FARBAREREREHE

previously not recognised (557)
Utilisation of tax loss previously not FAMAREROB K EE

recognised (899)
Income tax expense REHER 50,426
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12. DIRECTORS’, SUPERVISORS’ AND
EMPLOYEES’ EMOLUMENTS

(a) Directors’, supervisors’ and chief executives’ emoluments

Directors’, supervisors’ and chief executives’ emoluments for the years

EF+—=

ended 31 December 2025 and 2024 are set out as follows:

Year ended 31 December 2025 & Z2025%

12A31BLEE
Executive directors HITEE
Mr. Zeng Feng (% %) TNt
(Note a(vi)) (i i a(vi)
Mr. Chen Changyong ((RE2E) BEBRAE
(Note (a)(i) (K7 & (a)i)
Ms. Lian Zhaoju (& 88 % ) ER¥LL
(Note ()(ii) (B 3 (a)ii)
Non-executive directors FHTEE
Mr. Xu Jingdong (4 & ) BREREE
(Note (a)(v)) (7 &2 (a)v))
Ms. Cheng Yijing (7% 16 &) MGt
(Note (a)(xiv)) (H7 &2 (a)(xiv)
Mr. Zhang Yang (3% %) RERE
(Note (3)ii)) (W 2 (a)ii))
Ms. Gao Yuan(i %) BEZL
(Note a(iv)) (K ta(iv)
Independent non-executive BUHHTEE
directors
Mr. Zha Guiliang (£ & R ) EEREAE
(Note (a)(ix)) (7 (a)(ix))
Mr.Ong King Keung (E #t%8)  Fd % &
(Note (a)(viii) (H1 &2 (a)viii)
Ms. Zheng Dongyu (5 £ 1) LIES b
(Note (2)(vi) (1 2 (a)vii)
Ms. Fu Jifang (1 #57) DE: R
(Note a(xv)) (i iz a(xv))
Mr. Chan Ho Wah Terence BB F A
(B2 3& 5 ) (Note a(xvi)) (1 i a(xvi)
Supervisors 2%
Mr. Na Zhigiang (30 &5 54) WEREE
(Note (2)(x)) (H 3 (a)(x))
Mr. Yao Jianhua (% 7 %) hEERAE
(Note (a)(xi)) (17 &2 (a)(xi)
Mr. Shao Wei (78 &) WExE
(Note (a)(xii)) (W & (a)(xii)
Ms. Wang Shu (T #) B 73 G
(Note a(xvii)) (W % a(xvii)
Chief executive RETHAE
Mr. Mu Yong (& &) BEAAE

Fees

g
RMB’000
AEETFT

EHMBHR AHMBHRIRMEE)

For the year ended 31 December 2025 & £2025F 12 A31 8 It F &

12. EE - BEEZREEMS

(a) EE EERESTHEAEME

B E2025F NM2024F12A3MB I FEEF B S
EESITHRABEHMET 0T -

Employer’s
contribution
to benefit
Salaries scheme Others Total
EEm
I& w/AHEE Hit AF
RMB’000 RMB’000 RMB’000 RMB’000
AREFT AREFT AREFT AREFT
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EHMBHE

For the year ended 31 December 2025 & £2025F 12 4318 [t F &

12. DIRECTORS’,

SUPERVISORS’ AND 12.

EMPLOYEES’ EMOLUMENTS (continued)

& B Bt 75 3R R Y & (4R)

EE-EEREEME (A

(a) Directors’, supervisors’ and chief executives’ emoluments  (a) EX EESRBERTBAEME(E)
(continued)
Employer's
contribution to
Fees Salaries  benefit scheme Others Total
{& % m 48 7 5t
we I% B Hity G
RMB’000 RMB’000 RMB’000 RMB’000 RMB'000
ARETFT AREFT ARETFT ARETFL AREFT
Year ended 31 December 2024 & 22024512831 H
LEE
Executive directors HITEE
Mr. Zeng Feng (& %) 8 5% & (f7 i (a)(vi)
(Note (3)(vi)) - 197 79 67 343
Mr. Chen Changyong (% £ &) EBEE(H i ())
(Note (a)i) - 197 92 67 356
Mr. Miao Xianjun (& Ef E ) i BVE 5L A (2 (a)(xiii))
(Note ()(xiii)) - 196 74 66 336
Non-executive directors HHTEE
Mr. Xu Jingdong (% & ®) REREEM F(@)Wv))
(Note (a)(v)) = = = = =
Mr. Zhou Jianbo (/& %) JB R K 5 (B 3 (a)(xviii))
(Note (a)(xviii) - - - - -
Ms. Cheng Yijing (5 14 8%) B 18 8 2T (A &2 (a)(xiv))
(Note (a)(xiv)) - - - - -
Mr. Zhang Yang (3% %) 5K O & (B 7 (a) i)
(Note (a)(ii)) - - - - -
Independent non-executive BUHHITEE
directors
Mr. Zha Guiliang (£ & &) EEREE (W i (a)ix)
(Note (3)(ix)) 150 - - - 150
Mr.Ong King Keung (£ % 38) T 8% % £ (M i (a)viii)
(Note (a)(viii)) 220 - - - 220
Ms. Zheng Dongyu (2 £ ) 8 208 20 (1 2 (a)(vi))
(Note (a)(vii)) 150 - - - 150
Supervisors 2%
Mr. Na Zhigiang (3 i538) BEBTENF (@) (x)
(Note (a)(x)) = = = = =
Mr. Yao Jianhua (k2 ) 7 2 5 A (B i (a)(xi))
(Note (3)(xi) - - - - -
Mr. Shao Wei (% &) BB 5 A (BT 2 (a)(xii))
(Note (a)(xii) 2 = = = .
Chief executive BETHAE
Mr. Mu Yong (2 &) BELE = 160 71 61 292
520 750 316 261 1,847
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Note:

CHAPTER ELEVEN CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

gF+—%

EHMBHRET SHMBHRERMWEGE)

For the year ended 31 December 2025 #;E2025% 12 A31H It F &

DIRECTORS’, SUPERVISORS’ AND
EMPLOYEES’ EMOLUMENTS (continued)

Directors’, supervisors’ and chief executives’ emoluments

(continued)

The remuneration in the above table is pre-tax remuneration. Salaries
include wages, bonuses and allowances, and employee benefits paid
by the employer; contributions to benefit scheme include basic pension
insurance and enterprise annuities paid by the employer; others include
housing contributions, medical insurance and other social insurance
paid by the employer.

Directors, supervisors and chief executives’ emoluments for the years

ended 31 December 2025 and 2024 are set out as follows:

(i)

(if)

(iii)

(iv)

)

(vi)

(vii)

Mr. Chen Changyong was appointed as an executive Director
of the Company on 19 June 2020.

Ms. Lian Zhaoju was appointed as an executive Director at the
2025 first extraordinary general meeting held on 26 September
2025.

Mr. Zhang Yang was appointed as a non-executive Director
of the Company on 7 December 2022. He tendered his
resignation as a non-executive Director to the Board due to
work rearrangement on 22 August 2025, and his resignation
took effect on 22 August 2025.

Ms. Gao Yuan was appointed as a non-executive Director
at the 2025 first extraordinary general meeting held on 26
September 2025.

Mr. Xu Jingdong was appointed as a non-executive Director of
the Company on 29 June 2023.

Mr. Zeng Feng was appointed as an executive director and the
chairperson of the Company on 16 September 2021.

Ms. Zheng Dongyu was appointed as an independent
non-executive Director of the Company on 18 June 2021.
She tendered her resignation to the Board on 28 November
2025 to resign as an independent non-executive Director, the
chairperson of the Nomination Committee and a member of
the Audit Committee due to personal arrangements, and her
resignation took effect on 28 November 2025.

b

12.

(a)

Bt

EE -EEREEME (A

EX EEREETHAEME&(HF)

ERFWABAFH TERBEEIXNNITE
e M ER BIEMN: BHEHRIEEEE
XNHNERBEERBRACEFS  HHWBEREE
XRNMEFHKES BRERRMEMHERRE -

H 22025 M2024F12A3MBH It FEEE E=E

M&

()

(if)

(iii)

(iv)

v)

(vi)

(vii)
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% 82 H % £ R2023F6 A29H
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For the year ended 31 December 2025 #;E2025%4 12 A31H It F &

12.

(a)

(viii)

(ix)

(x)

(xi)

(xii)

(xiii)

(xiv)
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DIRECTORS’, SUPERVISORS’ AND
EMPLOYEES’ EMOLUMENTS (continued)

Directors’, supervisors’ and chief executives’ emoluments

(continued)

Mr. Ong King Keung was appointed as an independent
non-executive Director of the Company on 12 November
2021. He tendered his resignation to the Board on 20 August
2025 to resign as an independent non-executive Director, the
chairperson of the Remuneration and Appraisal Committee,
a member of the Audit Committee and a member of the
Nomination Committee, and his resignation took effect on 20
August 2025.

Mr. Zha Guiliang was appointed as an independent
non-executive Director of the Company on 13 November 2023.

Mr. Na Zhigiang was appointed as the chairman of the Board of
Supervisors and an employee representative Supervisor on 19
January 2011. He tendered his resignation as a Supervisor and
chairperson of the Board of Supervisors due to retirement on
8 January 2025, and his resignation took effect on 8 January
2025.

Mr. Yao Jianhua was appointed as an employee representative
Supervisor of the Company on 19 January 2011. Due to the
abolition of the Board of Supervisors by the Company, Mr. Yao,
a Supervisor, tendered his resignation on 27 April 2025, and
his resignation took effect on 27 June 2025.

Mr. Shao Wei joined the Group on 7 May 2016 as a Supervisor
of the Company. Due to the abolition of the Board of
Supervisors by the Company, Mr. Shao, a Supervisor, tendered
his resignation on 27 April 2025, and his resignation took effect
on 27 June 2025.

Mr. Miao Xianjun was newly appointed as an executive Director
after being approved at the 2024 First EGM held on 4 January
2024, and resigned from his position as an executive Director
due to retirement on 20 December 2024. His resignation
became effective on the same day.

Ms. Cheng Yijing was newly appointed as a non-executive
Director after being approved at the 2024 third extraordinary
general meeting held on 21 August 2024.

12.

(viii)

(ix)

(x)

(i)

(xii)

(xiii)

(xiv)

Ex EERESME(E)
EF EERRETHARME A
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NAEBLIEPITE S - R2025F8 A20H M)
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For the year ended 31 December 2025 #;E2025% 12 A31H It F &

12. DIRECTORS’, SUPERVISORS’ AND

EMPLOYEES’ EMOLUMENTS (continued)
(a) Directors’, supervisors’ and chief executives’ emoluments
(continued)
(xv)  Ms. Fu Jifang was appointed as an independent non-executive
Director at the 2025 second extraordinary general meeting held
on 23 December 2025, and was appointed as the chairperson
of the Nomination Committee and a member of the Audit
Committee on the same date.
(xvi)  Dr. Chan Ho Wah Terence was appointed as an independent
non-executive Director at the 2025 first extraordinary general
meeting held on 26 September 2025, and was appointed as
the chairperson of the Remuneration and Appraisal Committee,
a member of the Audit Committee and a member of the
Nomination Committee on the same date.
(xvii) Ms. Wang Shu was appointed as a Supervisor of the
Company and chairperson of the Board of Supervisors on 8
January 2025. Meanwhile, due to the abolition of the Board
of Supervisors by the Company, Ms. Wang Shu tendered her
resignation on 27 April 2025, and her resignation took effect on
27 June 2025.
(xviii) Mr. Zhou Jianbo tendered his resignation to the Board on 24
July 2024 to resign from non-executive Director in the Company
and his resignation became effective on 21 August 2024.

During the years ended 31 December 2025 and 2024, no director and
supervisor received any emolument from the Group as an inducement
to join, upon joining the Group, leave the Group or as compensation
for loss of office.

There was no arrangement under which an executive or non-executive
director and supervisor waived or agreed to waive any remuneration
during both years. In addition, no emoluments were paid by the Group
to any of the directors and supervisors as an inducement to join, or
upon joining the Group or a compensation for loss of office for the
years ended 31 December 2025 and 2024.

(b)

Directors’, supervisors’ and chief executives’ retirement

benefits

5 out of 17 directors, supervisors and chief executives (2024: 4 out
of 14 directors, supervisors and chief executives) enjoyed retirement
benefits by a defined pension plan operated by the Group during the
year.

EHR

12. EE - BEREEME(E)

(a) EF BERRETHAESMEHE)

#5522 + 72025612 A23 B 4 7 792025
FE_ABERERRESLEZTAB IR
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(xv)

4 % 18 + 202599 8268 B H #2025
FE-—ARBERERESLEZTAB IR
TEES YTRABEZTAFHESZRE

EgxXff FilLZE8gLERREEEET

(xvi)

W
)m]n
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(xvii)
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For the year ended 31 December 2025 & £2025F 12 4318 [t F &

12. DIRECTORS’, SUPERVISORS’ AND
EMPLOYEES’ EMOLUMENTS (continued)

(c) Directors’, supervisors’ and chief executives’ termination

benefits

There are no directors’, supervisors’ and chief executives’ termination
benefits operated by the Group.

(d) Consideration provided to third parties for making
available directors’, supervisors’ and chief executives’

services

During the year ended 31 December 2025, no consideration was
provided to third parties for making available directors’, supervisors’
and chief executives’ services (2024: Nil).

(e) Information about loans, quasi-loans and other dealings
in favour of directors, bodies corporate controlled by
directors and supervisors or entities connected with

directors, supervisors and chief executives

During the year ended 31 December 2025, there were no loans,
quasi-loans and other dealings in favour of directors, supervisors and
chief executives, bodies corporate controlled by or entities connected
with directors (2024: Nil).

(f) Directors’, supervisors’ and chief executives’ material

interests in transactions, arrangements or contracts

No significant transactions, arrangements and contracts in relation
to the Group’s business to which the Company was a party and in
which a director, supervisor and chief executive of the Company had a
material interest, whether directly or indirectly, subsisted at the end of
the year or at any time during the year ended 31 December 2025 (2024:
Nil).

13. DIVIDENDS

The Board of the Company does not recommend the distribution of a
final dividend for the financial year 2025 (2024: Nil).

12. EE - EEZREEME(E)
(c) EE B
REBUWEES -

BE $

(d) RRERMEE BEER&EST
mEZHFIXMFHHE

BHAER®EM
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fA] ¥ B (2024 F : &) o

(e) FRANES ESERANZIERES BES
REETBEAEMEAEZEERAZTEAMNE
R EBERREMBZZHER

HE20255F12A3MBALFEHME BEUNESE .
EERRSTHRAE BEERHNEIEREEN
BMEEBASSEAMALER EBERREMR
57 HE(2024 4 - B) -

(f) EE - BEERERTHAEBERIS RHH
EHTHMEAES

AEEFHERRAERE2025F 128318 L FEH
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14. EARNINGS PER SHARE 14.

CHAPTER ELEVEN CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
F+—F aHUHHRRT SHUHHRRMEGE

For the year ended 31 December 2025 & £2025F 12 A31 8 It F &

BRWE

Basic earnings per share are calculated by dividing the profit EAGRWFZRERBRARAEZRENFE -
attributable to equity holders of the Company by the weighted average B FRNE BT EBRBOMNEFHHBEFE -
number of ordinary shares in issue during the year:

2024
2024 F
Profit attributable to equity holders of EERARARIERFEA ANFE
the Company (RMB’000) (AR#®Fr) 196,206 263,222
Weighted average number of ordinary shares BEETEBROME TR
in issue (thousand) (Fat) 1,029,111 1,029,111
Basic earnings per share (RMB) EAREFRK=E(AKET) 0.19 0.26

The diluted earnings per share are same as the basic earnings per £ # £2025F %2024 F 12 A3 B L FEATGFE
share as there was no dilutive potential share during the years ended EEHEEFNR BUHETRRFZEELET R K

31 December 2025 and 2024. @A A e
15. INVESTMENT PROPERTIES 15. BREWE
2025 2024
2025 2024 F
RMB’000 RMB’000
AR¥TFTx AR®FT
At fair value BAREE
At the beginning of the Reporting Period R B 246,702 267,855
Change in fair value ANAEBEMBEED (25,217) (21,153)
At the end of the Reporting Period R E B R 221,485 246,702

All the Group’s property interests held under leases to earn rental or
for capital appreciation purposes are measured using the fair value
model and are classified and accounted for as investment properties.
During the year, the change in fair value is due to the decline in real
estate market prices. The investment properties are situated in the
PRC and are held under a medium-term lease.

AEEARBRESRFEEALEREMRIEEE
REMNFBENERESORB AN EEERLET
B UYREAREMEAR - AFEAABEED
MEREREMEMSERTREH - KEMEM

RPBETREFHEESE -
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For the year ended 31 December 2025 & £2025F 12 4318 [t F &

15. INVESTMENT PROPERTIES (continued)

Valuation techniques

Direct comparison method is based on comparing the property to be
valued directly with other comparable properties, which have recently
transacted. However, given the heterogeneous nature of real estate
properties, appropriate adjustments are usually required to allow
for any qualitative differences that may affect the price likely to be
achieved by the property under consideration.

At 31 December 2025 and 2024, all investment properties were
included in level 3 in the fair value hierarchy.

There were no transfers among the fair value hierarchy during the
year.

Information about fair value measurements using significant
unobservable inputs:

2025 Fair value Valuation techniques
055 XA EE EEL
RMB’000
ARETT
Investment properties
REmE

Entire buildings No. 1, No. 2 and No.3 210,597
(including basement) of the Kunming
No. 2 Water Purification Plant

BREZKEFCHIR 2% k3%
BRENER(EHTE)

Six management buildings of the Kunming

Income capitalisation

LN-vid

Income capitalisation
No. 3 Water Purification Plant

ERE-KERLBAEEER

One piece of land located at the Paper

WAEAL

Income capitalisation
Making Industry Base in Dayao Town,
Liuyang City

fREBTARBERTRELD
—HLi

WAERL

15. BREVWE(E)

R0

BERLBEARBEZDEREMATELRALY
EXBZMEERFELHLER AT ZEIFEHE
MEAE RERBEFEEEECMNEEEZRY
MEBRZEZEMELEE HE-

2025 KR2024F12A31H - FMBEREMEEH
ARREBEERFE=H -

Hy

NAREERE R HILEER-

EBEREARABEREN ARBET DA BE
EMER

Range of significant unobservable inputs

EXREBEONGRZEE
Prevailing market rent Adjusted
per month unit price  Capitalisation rate
RBmERA BAEER BERILE
RMB30.76 to RMB37.94 N/A 5.65%
per square meter
BYARAREINT6LE TER
ARE37.947
RMB32 per square meter N/A 5.65%
BYFRARERT TER
RMB1.55 per square meter N/A 5.64%
BERAARE155T TER

221,485
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For the year ended 31 December 2025 #;E2025% 12 A31H It F &

15. INVESTMENT PROPERTIES (continued)

Valuation techniques (continued)

15. REWE(HE)
fis 18 4% 45 (4%)

Range of significant unobservable inputs

EXREHEO B EE
Prevailing market rent Adjusted
2024 Fair value Valuation techniques per month unit price  Capitalisation rate
0451 1EE hERK RitHEAHE BREER BEXLE
RMB 000
AREFL
Investment properties
REWE
Entire buildings No. 1, No. 2 and No.3 234,201 Income capitalisation RMB30.76 to RMB37.94 N/A 5.80%
(including basement) of the Kunming per square meter
No. 2 Water Purification Plant
BRRE-KEFLEIR 2R RIVEED LON-v:X(¢ BEARAREINT6LE TR
ER(EHTE) ARH37.947
Six management buildings of the Kunming 8,901 Income capitalisation RMB36.65 per square meter N/A 5.80%
No. 3 Water Purification Plant
ERE-KERCE EERE LUN-¥:N|4 BYHRKAREI665T TER
One piece of land located at the Paper 3,600 Income capitalisation RMB4.67 per square meter N/A 6.89%
Making Industry Base in Dayao Town,
Liuyang City
RAGETARBERTEE MM K1 WAERL BYARARBLOTT TER
246,702

At the end of the reporting period, the fair value of the investment
properties located in the PRC was approximately RMB221,485,000
(2024: approximately RMB246,702,000). They were revalued by
Beijing Yachao Asset Appraisal Co., Ltd., independent professional
qualified valuer, with appropriate qualification and recent experience in
the valuation of similar properties in the relevant location.

The Group’s entire property interests are held under leases for the
purpose of earning rentals income or for capital appreciation which
were measured using fair value model and were classified and

accounted for as investment properties.

RBEBRR CURAPEHNEEDNEDNRAALEE
B # AN R ¥221,485,0007T(2024F : 49 A R
246,702,0007T) - BV EESE R GEMIE R
DHREETHAERAAETER 20 EED
EEMAMHMNEHABSEBEUNENHE I E R

FEBE2EMEREDRBEHEFREUARDNES

WASLEAREEETHE CEAALEBERRA
AEUARDBRARASRENME -
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For the year ended 31 December 2025 #;E2025%4 12 A31H It F &

15. INVESTMENT PROPERTIES (continued)
Leasing arrangement — as lessor

The investment properties are leased to tenants on a non-cancellable
term of 8 year to 12 years (2024: 1 years to 12 years). The leases
do not contain any renewal option. Monthly rental charges are fixed
payments, none of the leases includes variable lease payments. The
tenants also bear the management fees and amounts charged by the
government such as the Goods and Services Tax levied on the Group.

The investment properties are subject to residual value risk. The lease
contracts, as a result, include a provision on residual value guarantee
based on which the Group has the right to charge the tenants for any
damage to the investment properties at the end of the lease. Besides,
the Group has collected rental deposits to protect certain investment
properties against any loss that may arise from accidents or physical
damages of the properties.

The details of the lease income from operating leases are set out in
Note 7 to the consolidated financial statements.

15. REWE(HE)
HERH-EAHAA

AEBEGEREYELEATHER, HHARBFE12
F024F 1FEZNRF)ETARBEEE-ZHE
TEEMEHREE -GRAESKETRELR B
BEEEREEBEENR - BPRAETEREMN
RAREEBENERERERSERTERE -

REMERAZFABERR Bt - HESEE
R-—BANSEERESERR B AKBEEEHEE
HERBRAEAPUBRREEMENEMBR UL
AEBECUBREERES UREETREDE
PRXRABHNXMEEBEEMAGLELINEME
%o

CEREMSHERAZHEBHIR G O KR
KHTEET -
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For the year ended 31 December 2025 & £2025F 12 A31 8 It F &

16. RIGHT-OF-USE ASSETS/LAND USE RIGHTS 16. EREEE TERE

The Group’s right-of-use assets represents the prepaid lease payments A& BN FEBELEE S LR P EMH T B H

for land located in the PRC.

B

Land use rights

T fE R
RMB’000
ARBFT
Reconciliation of carrying amount BREEHER
— year ended 31 December 2024 — 8 2024512831 H L& E
At the beginning of the reporting period R & B A 378,384
Depreciation e (9,819)
At the end of the reporting period NE SR N 368,565
Reconciliation of carrying amount FREEHEK
—year ended 31 December 2025 -8 20254 12A31H L& E
At the beginning of the reporting period 3R &5 B ) 368,565
Depreciation e (9,819)
At the end of the reporting period RS H R 358,746

At 31 December 2024

R2024%12A31H

Cost AR 519,438
Accumulated depreciation Ritin e (150,873)
368,565

At 31 December 2025
Cost
Accumulated depreciation

®2025%12A31H
(DN 519,438
2 E (160,692)

358,746

(a) The Group has no leased office premises as at 31 December  (a) MR 2025%F &2024F 128318 » A& B I &

2025 and 2024.

HERRIBM -

(b) The Group has not incurred any expenses relating to short-term  (b) AEBIEELATMNEEHEENREER

leases or low-value assets.

BEEBHMOHMAX -

(c) There were no cash outflow for leases for the years ended  (c) B 220254 [2024F 12 A31H L FE -

31 December 2025 and 2024.

BEEENREMRE -

EREBKERMBERRE 2025F ER &
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For the year ended 31 December 2025 & £2025F 12 4318 [t F &

17. PROPERTY, PLANT AND EQUIPMENT 17. FEBE -IRER
Machinery Office and
Buildings and electronic Motor ~ Construction
and facilities equipment equipment vehicles in progress Total
BRRER
BFRRNE BERXHE EFR EH ERIR At
RMB’000 RMB'000 RMB’000 RMB’000 RMB’000 RMB’000
ABBFT ARBFT ARETT AREFT AREFT ARKETT
Year ended 31 December 2024 BZ2024%12831H
LEE
At the beginning of the reporting BREBRY
period 1,735,913 453,569 35,878 10,277 249,863 2,485,500
Additions i 55 7,515 613 4 23,756 31,943
Transferred from construction in BEEIREA
progress 47,541 880 1,031 - (49,452) -
Disposals RE (427) (3,983) (2,082) (87) (1,793) (8,372)
Disposal of subsidiaries & B A A (177) (6,210) (1,050) (942) = (8,379)
Depreciation e (116,722) (81,436) (12,178) (2,005) = (212,341)
Other Hit - (178) 178 - - -
At the end of the reporting period & i X 1,666,183 370,157 22,390 7,247 222,374 2,288,351
At 31 December 2024 2024512 F31H
Cost A 2,785,616 1,366,263 143,417 29,962 222,374 4,547,632
Accumulated depreciation ZEME (1,119,433) (996,106) (121,027) (22,715) - (2,259,281)
Net book value REFE 1,666,183 370,157 22,390 7,247 222,374 2,288,351

Year ended 31 December 2025

B E2025%12A318
L E &

At the beginning of the reporting BEBY

period 1,666,183
Additions il 108
Transferred from construction in BRERIREA

progress =
Disposals RE =
Depreciation nE (121,910)
Other Hit =
At the end of the reporting period R % # & 1,544,381

At 31 December 2025
Cost
Accumulated depreciation

R2025512A318
KA
2FME

2,785,724
(1,241,343)

Net book value

1,544,381

370,157
5,759

37,352
(189)

(80,155)
(108)

332,816

1,404,967
(1,072,151)

332,816

22,390
340

(80)
(8,481)
85

14,254

143,139
(128,885)

14,254
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1,247
29

(24)
(1,786)

5,466

29,136
(23,670)

5,466

222,374
276,656

(108,625)

(55)

390,350

390,350

390,350

2,288,351
282,892

(71,273)
(203)

(212,332)
(78)

2,287,267

4,753,316
(2,466,049)

2,287,267
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For the year ended 31 December 2025 & £2025F 12 A31 8 It F &

17. PROPERTY, PLANT AND EQUIPMENT 17. AHE -IBRZE(E)

(continued)
Notes: M et
(a) The net book value of property, plant and equipment pledged as  (a) ERAEBEEBERERERVYNTHE  ITRER
collateral for the Group’s borrowings as at the end of the reporting BEREHROEEFENT :
period:
2025 2024
2025 2024 F
RMB’000 RMB’000
AR¥TF T ARKF T
Buildings and facilities BFREHE 287,707 319,736
Machinery and equipment Hes KR 290,888 337,460

Office and electronic equipment WABERETRE 4,821 5,408
Motor vehicles B 109 130

583,525 662,734

(b) Depreciation of property, plant and equipment has been charged to the  (b) THE IBRNIIKXIENTERGHBZREME

consolidated statement of profit or loss and other comprehensive income MRERZE T
as follows:

2025 2024
2025 £ 2024 F
RMB’000 RMB’000
AR¥F T ARKFTT
Cost of sales F RN 210,550 210,372
Administrative expense THEA 1,782 1,969

212,332 212,341

(c) During the year ended 31 December 2025, the Group has capitalised  (c) HZE2025F12 A3 B IEFEHME NREBHER

interest amounting to approximately RMB22,693,000 (2024: L7 B B4 AR #¥22,693,0007T(2024F : HH AR
approximately RMB23,680,000). Borrowing costs were capitalised at the #23,680,0007C) - MAEH A BERAKIE —KE
weighted average rate of its general borrowings of 4.24% p.a. (2024: KA IEF Y F R 5 F4.24%(20245F : FF5.77%)
5.77% p.a.) during the Reporting Period. REITE R -
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E+—F GHUEBERZX

CRAEAEEL LG )

For the year ended 31 December 2025 #;E2025%4 12 A31H It F &

18. RECEIVABLES UNDER SERVICE CONCESSION
ARRANGEMENTS

The Group has entered into certain arrangements with governmental
authorities in the PRC under TOT or BOT models in respect of its
wastewater treatment and water supply and other services (the
“Facilities”). These service concession arrangements generally
involve the Group as an operator (i) paying a specific amount for
those arrangements under TOT models; (ii) constructing the Facilities
for those arrangements under BOT models; and (iii) operating and
maintaining the Facilities at a specified level of service ability on
behalf of the relevant governmental authorities for the periods from
18 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 is generally
entitled to use all the property, plant and equipment of the Facilities,
however, the relevant governmental authorities as grantors will control
and regulate the scope of service that the Group must provide with the
Facilities, and retain the beneficial entitlement to any residual interest
in the Facilities at the end of the term of the Service Concession
Periods. Each of these service concession arrangements is governed
by a contract and, where applicable, supplementary agreements
entered into between the Group and the relevant governmental
authorities in the PRC that set out, inter alia, performance standards,
mechanisms for adjusting prices for the services rendered by the
Group, specific obligations levied on the Group to restore the
Facilities to a specified level of service ability at the end of the Service
Concession Periods and arrangements for arbitrating disputes.

For these types of projects, the Group’s average interest rate was
5.93% p.a. (2024: 5.93% p.a.).

18. HHKEEBRATHREKRNE

AEEEFEE L5 KGR IR A S K RCE b AR 7
(TRERRME] - RTOTBOTHK =X [F B fF & F9 5T 32
ETHH UERHFRKEEHED AEEBREE
REBEOHHBTOTRATHHE XNBFEL
B (NHEBOTRATHHE EERERE: R
(iR KREERFALPFIE18E=30F HRA(THFHEE
HEDAKEYHERERE EEEDS TR
TR - AN B E SRR S B R R EE %5
ENERUBRREE AEEBEAELAERE
RENTHE ITHMEREB BEAETHHEER
BT &P P A8 % 1 A0 BE B AR & B B B FE AR M 1R A
WRBEE TARAERFEEHHAERRER
SHEEEBRENTHEZ SBAFHALEEBE
EASEETFEABBABMARITNERGER)
MEABHR(HINT(ERBF)EERE FHEAR
SEMREERBEROKS  EFFKEHNHEE
MEREREREEEZINEERBKIOEE
BB ARERMHUDOLZHRRE -

HEZEHEAWEE ALENTHYNEKAEEF593%
(2024 : §5.93%) °
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For the year ended 31 December 2025 & £2025F 12 A31 8 It F &

18. RECEIVABLES UNDER SERVICE CONCESSION 18. ## K4 HWME THEWRIE (L)
ARRANGEMENTS (continued)

Summarised information of the financial assets component (receivables FLAEBHEHFELHEBEM s SREELH (S
under service concession arrangements) with respect to the Group’s FF& & RS TR W R E) NELZEZ M T ¢
service concession arrangements is as follows:

2025 2024

2025 2024 5
RMB’000 RMB’000
AR #®F AR T T

Receivables under service concession HHEEERE THEKRRIE
arrangements
Current portion: MEBE S
Receivables under service concession BHCEERZTHERRE
arrangements 19,939
Loss allowance EEEE (443)
19,496
Non-current portion: EmBE D :
Receivables under service concession HHALEEBRETHERNRE
arrangements 1,382,197 1,727,027
Loss allowance [E5 18 R (35,115) (38,340)
1,347,082 1,688,687
1,365,955 1,708,183

As at 31 December 2025 and 2024, the carrying amounts of 20254 N2024F 128318 B KL #EH=ET
receivables under services concession arrangements are principally M ERZENEEETEUARESE-
denominated in RMB.
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For the year ended 31 December 2025 #;E2025%4 12 A31H It F &

18. RECEIVABLES UNDER SERVICE CONCESSION
ARRANGEMENTS (continued)

Upon completion of the construction services, the amounts due from
the grantors are reclassified from contract assets to receivables under
service concession arrangements and subsequently as receivables in
accordance with IFRS 9 Financial Instruments.

The receivables under service concession arrangements, in which
the Group has an unconditional right to receive cash were mainly due
from governmental authorities and quasi-government organisations
in the PRC, as grantors in respect of the Group’s service concession
arrangements.

The Group’s construction contracts include payment schedules which
specify that progress payments become due once certain contractual
milestones have been achieved during the construction period. In
accordance with the Group’s credit risk management policies, certain
customers are required to provide advance payments prior to the
commencement of work. The Group’s entitlement to the final payment
is conditional upon the completion of the relevant construction works
and the satisfactory passing of the acceptance inspection. Information
regarding the Group’s credit policy are set out in Note 3.1(b).

18. HHRERMATHERIEE)

BERBEKE BRETHIHREBEHBANEEES
OB RFBFECERBERATHORENE ER
BREEBRVBRESENFIRSMIADHERE
WA -

B AR R T A0 BB BOE E B R IR BB
S 55 P % S AR (5 9 B 8 A 15 3 10 1R
FIIMRE A ARBEEEERRES N B
7 o

FEBNRZECRBENRKER EFJHEE
REREIHHERETANERERINAESI M-
BEAEENEERREERKE BETEFEAR
TREERAMREENRIE - N&E B8 It & &K
MEFNBEFHBEEIRER IRE R BEBRBRBE
FAE - BAASBEEERENE &R G
3.1(b) °
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F+—% cHUGHRR GHUVHRRMAEE

For the year ended 31 December 2025 & £2025F 12 A31 8 It F &

19. AMOUNTS DUE FROM CUSTOMERS FOR 19. EWEFBRESRX
CONSTRUCTION CONTRACTS

The amounts due from customers for construction contracts represent EWREFEEARAARERBTAR THANEE
contract assets under BT arrangements:

2025 2024

2025 % 2024 4
RMB’000 RMB’000
AR FT ARETT

Current portion: B &
Amounts due from customers for construction EREFEEARK
contracts 48,355 25,139
Loss allowance E BB & (1,248) (558)
47,107 24,581
Non-current portion: FEMRE LD ¢
Amounts due from customers for construction EREFEEARK
contracts 863,432 563,297
Loss allowance =R (21,406) (12,505)

842,026 550,792

889,133 575,373

As at 31 December 2025 and 2024, the carrying amounts of 20254 2024128318 EWEFZEAR
amounts due from customer for construction contracts are principally FWEBEEEXEUAAREE -
denominated in RMB.

Information regarding the Group’s credit policy are set out in Note HBASEEERENERFRIE3.1(b) -
3.1(b).
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EHMBHRE SHMBHRRMEGE)

For the year ended 31 December 2025 & £2025F 12 4318 [t F &

20. CONTRACT ASSETS

Non-current portion: MBS
Wastewater treatment construction business EAKREBEERER
Loss allowance E B RS

Note:

Contract assets relating to concession agreements for wastewater treatment,
water supply and other construction services under BOT arrangements, which
are not yet collectible from the customer until the construction of new wastewater
treatment, water supply and other infrastructure or upgrade services are
completed.

As a result, a contract asset is recognised over the period in which the
construction of new wastewater treatment, water supply and other infrastructure
or upgrade services are performed to represent the entity’s right to consideration
for the services transferred to date. The contract asset will be reclassified as
receivables under service concession arrangements or intangible assets after
completion of construction of new wastewater treatment, water supply and other
infrastructure or upgrade services.

The Group’s construction contracts include payment schedules which require
stage payments over the construction period once certain specified milestones
are reached. The Group requires certain customers to provide upfront deposits
as part of its credit risk management policies. The Group’s entitlement to this
final payment is conditional on the Group’s work satisfactorily passing inspection.
The movements (excluding those arising from increases and decreases both
occurred within the same year) from contracts with customer within IFRS 15 is
RMB19,741,000 (2024: RMB23,133,000) recognised in revenue in 2025.

At 31 December 2025, the contract assets that are expected to be recovered
after more than 12 months are RMB241,463,000 (2024: RMB223,052,000) that
are anticipated to reach construction completion milestones and be transferred to
receivables within the Group’s normal operating cycle.

As at 31 December 2025 and 2024, the carrying amounts of contract assets are
principally denominated in RMB.

Information regarding the Group’s credit policy are set out in Note 3.1(b).

200 AHEBE
2025 2024
2025 4 2024
RMB’000 RMB’000
AR#FxT ARETFT
247,857 228,116
(6,394) (5,064)
241,463 223,052

B it -

RESKEE KEREE HOERRERAALRE T
Rz B BPBBOTH# TIo/KEER KEHLEE Eit
BRBEBEARTRBEREZANEER R HANK-

Bt AREERETHISKER KEHLERE HMmE
BERIAMNBRGZHEAER  UARKREBYHWRE
SEEBRBEINBIEN - BRIITKEER KtHEE
B HMERERATNTBABRBE TR AREFT S ERAEFL
EREMETHRERARELEE -

AEEMEEARSENABRR EERk—BEIE
FHETERE BEAREIHASHBHR - EAEEEFER
BRERBREN -5 AEBBRETFTEFREEMNE
S AKEEUEBERNRNOBENEGASENTIRERER
BEARBEAAUEE RERBRHERELNFE155% - K
BEFAHANEH(TEERASTAERMEELSE) AR
20254 FER AW A M A R # 19,741,000 (2024 F : A R
#23,133,0007T) °

BLE2025F12A31R Bt BR1I2EAAKKEANERE
E & A R %241,463,0007T (2024 F : A R ¥ 223,052,000
) REEERMASNAGBEEREEBRRNERZE
ST 2RI AR KRHRE-

MR20254 &2024F12A31H  éNEENEREABEEZZMN
AR E-

FRAKREGERROENBERMESAD) -
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F+—F aHUHHRRT SHUHHRRMEGE

For the year ended 31 December 2025 & £2025F 12 A31 8 It F &

21. INTANGIBLE ASSETS

21, EREE

Computer Operating
software concession right Total
ETE WA FFEF IR & 1 &5t
RMB’000 RMB’000 RMB’000

ABRETFT AR T T ARBET T

Year ended 31 December 2024 B E202451283MBHILEE
At the beginning of the reporting WwEH

period 6,650 554,687 561,337
Additions 3 - 334,705 334,705
Disposal of subsidiaries HEWEB QA - (3,936) (3,936)
Amortisation B 5 (2,275) (64,277) (66,552)
At the end of the reporting period WEHK 4,375 821,179 825,554
At 31 December 2024 72024412831 H
Cost B AR 38,537 958,724 997,261
Accumulated amortisation BTN (34,162) (137,545) (171,707)
Net book value FREFE 4,375 821,179 825,554
Year ended 31 December 2025 B E2025561283MBHILLEE
At the beginning of the reporting WwE B

period 821,179 825,554
Additions (Note a) & (Kt iFa) 66 46,278 46,344
Reclassification (Note b) B HEMAED) - 58,174 58,174
Amortisation # 3 (1,362) (56,253) (57,615)
At the end of the reporting period WwE K 3,079 869,378 872,457
At 31 December 2025 72025412831 H
Cost B AR 38,603 1,063,176 1,101,779
Accumulated amortisation Rt (35,524) (193,798) (229,322)
Net book value BREFE 3,079 869,378 872,457

Note a: Included in the additions of intangible assets was RMB31,290,000 and
RMB 14,988,000 transferred from receivables under service concession
arrangements and amounts due from customers for construction
contracts respectively during the year.

Note b: As a result of a court order modifying the guaranteed return terms
under service concession arrangement, an amount of RMB58,174,000
previously recognised as receivables under service concession
arrangement was reclassified to intangible assets during the year.

Meta: BREESNPREFADNERTLCEERZ
THEKRBREREFZESCRABANAR
# 31,290,000 7T & A R # 14,988,000 7T °

Hath: ARNEGERSEXFHLERBRE THREDR
B ERERRFBIKEEDZ TR KKA
SRARMKESSIT4A000TERFAEHN H HESE
WEE-
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¥+—F aHUBHRx SHVHBRRMEGER

For the year ended 31 December 2025 & £2025F 12 4318 [t F &

21. INTANGIBLE ASSETS (continued) 21. EREEE)

Amortisation of intangible assets has been charged to the consolidated #FEAE#ENAHEZLEMb2EAKFIRF X

statement of profit or loss and other comprehensive income as follows: $Han T

2025 2024
2025 & 2024 F
RMB’000 RMB’000
ARETT ARBFT
Cost of sales & KA 56,734 65,570
Administrative expense THE R 881 982
57,615 66,552

22. INTERESTS IN ASSOCIATES 22, HERE

Investments accounted for using the equity method refer to the REFEZAENREREHAEBMAQRAEAE
interests in associates held by the Group and the Company, a MEZHE EEHHFH 0T
movement of which is set out as follows:

2025 2024
20254 20244
RMB’000 RMB’000
AR¥FT ARETT

Unlisted shares 3 £ @®
Share of net assets FEEME 65,726
Fair value of investments BREZNAREE

At the end of the reporting period, all of the Group’s associates are KRB EH KR AEBEHLEQAAHYELE QA
private companies and there was no quoted market price available for M SR E T EHEHEIRE -
the investments.
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EHMBHRET SHMBHRERMWEGE)

For the year ended 31 December 2025 #;E2025% 12 A31H It F &

22. INTERESTS IN ASSOCIATES (continued)
Relationship with associates

Kunming Zaojing Quanxiang Biological Technology Co., Ltd.*
(“Kunming Zaojing”) (EAE F R B LEME AR A &) is mainly
engaged in the cultivation, subsequent reprocessing and sale of
primary and finished products of haematococcus pluvialis in Yunnan.
The astaxanthin contained in haematococcus pluvialis is a raw material
for health products and cosmetics. The Kunming Zaojing operates
independently from the Group’s core business activities and the
investment is not integral to the Group’s key operations or strategic
development plans.

Zhaotong Guorun Water Treatment Co., Ltd.* (FB B B E/KEER 2
Al, “Zhaotong Guorun Water”), Suijiang Guorun Water Treatment
Co., Ltd.* (#Z )L B H /K% B R 2 &, “Suijiang Guorun Water”), and
Yiliang Guorun Water Treatment Co., Ltd.* (ZF R B E /KB AR 2D 7,
“Yiliang Guorun Water”) were engaged in the wastewater treatment
business. The Group retains 20% equity interests as associates as at
31 December 2025.

Financial information of associates

Summarised financial information of the associates of the Group is
set out below, which represents amounts shown in the associates’
financial statements prepared in accordance with IFRS Accounting
Standards and adjusted by the Group for equity accounting purposes
including any differences in accounting policies.

22. Hiegk&EE)
SN ERE

EREHRBELEDMRARAATREAEHFDE
ENTEENRFNMEAREREE REBSNI HH
MBERRERMOBEES MELAEREAR S K
BEERZRBR CHRROEMH - EREF BT
RAEENZLEBEZDER BEZBRRELFE
AEBEBMREBABRERARS T AR —F

PaN

77

BMBEEKBEERAD(MERBKRE]) #IH
BAKEAERAR(ZIBBARBEDAREZR B H
KEERAR(EREBEKE]) HHBSKER
2% i =K AFMR2025F12A31H AAREH
B 45 B 20% Hy B & D EE o

BERRAZMBER

AEEBERAANBENBTERBAR T KX
2R AERERMBREEN ST ENRED
BBRRPATER IR AEERERGTE
MIELHE BEREARERAAEBERAENE
] Z8 -
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For the year ended 31 December 2025 & £2025F 12 4318 [t F &

22. INTERESTS IN ASSOCIATES (continued)

Financial information of associates (continued)

Details of the associates at the end of the reporting period are as

follows.

Country/place and date of

BEREGE)

BATZHBERE)

REMRBERBNFBEET -

Proportion of ownership interest
held by the Group
AEERENRAERELY

Name of entities establishment Paid-up capital 2024  Principal activities
ERER AMBIMER HBERBH EfEX 204% TEEH
RMB'000

AEBFTL
Zhaotong Guorun Water Zhaotong, the PRC 23 October 2019 100,000 20% Wastewater treatment
Ak RE - BE2019F10A238 mKE R
Suijiang Guorun Water Zhaotong, the PRC 9 December 2015 22,000 20% Wastewater treatment
BOLEE K RER#B2015F 1298 AKER
Yiliang Guorun Water Zhaotong, the PRC 4 June 2015 21,000 20% Wastewater treatment
HREBKE HE - BE201556 A48 mKE R
Kunming Zaojing Kunming, the PRC 12 August 2010 8,000 35% Research and

RHEH

B BE201068 4128
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EHUMBHRR AHMBHRIME(E

For the year ended 31 December 2025 & £2025F 12 A31 8 It F &

22. INTERESTS IN ASSOCIATES (continued)

Financial information of associates (continued)

22. Hiegk&EE)

BENRZHMBEENE)

The key financial information of the material associates to the Group — # £2025 %2024 F 12 A31 A L F[E AE B E KX

for the years ended 31 December 2025 and 2024 are as follows:

The Group’s
2025 proportion Assets
2025 % EEE BE
2025 RMB’000

2025 ARBEFL

Zhaotong Guorun Water 1,015,920
WA Bk
Suijiang Guorun Water 30,432
BIEEAH
Yiliang Guorun Water 69,440
BREBKH
Kunming Zaojing 278
RHEH

Total

&t

The Group’s share
SERE

BERNRNERMBEEHDT

Revenue Profit (loss)

Liabilities Net assets for the year for the year
B BEE FEBAN EENBER
RMB000 RMB000 RMB000 RMB’000

ARBFT AREFT AREFT AR®FT

700,528 315,392 111,989

8,391 22,041 14,795 601

59,895 9,545 9,417 (1,848)

4,423

346,978 18,348
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For the year ended 31 December 2025 #;E2025%4 12 A31H It F &

22. INTERESTS IN ASSOCIATES (continued) 22. HEREE)
Financial information of associates (continued) HeENAzHBERE)
Post-

acquisition Post-
The Group’s revenue  acquisition profit
2024 proportion Assets Liabilities Net assets for the year for the year
Yo & Y B 1%
20245 EEE BE B REE FEKBA FEMNE
2024 RMB’000 RMB’000 RMB'000 RMB'000 RMB'000

2024 ARETT ARBFT AREFT AR®FT ARETT

Zhaotong Guorun Water 20% 968,720 672,923 295,797 89,215 23,877
WA 8 B ok

Suijiang Guorun Water 20% 30,644 9,203 21,441 7,365 985
BTE KB

Yiliang Guorun Water 20% 75,861 64,469 11,392 8,675 314
BREBKE

Kunming Zaojing 35% 278 4,423 =* - =
BBEH

Total 328,630 25,176
oL

The Group’s share 65,726 5,035
SEHBR

Unrecognised share of losses of associates FKERHBHELEBEIXNE

The unrecognised share of losses of associates for the current year B2 P2 RXBEREBELXNENRNAEFERHERE Y
and cumulatively up to the end of the reporting period amounted K Z& % Bl A& AR ZT (2024 F : AR # 197,000
to RMB nil (2024;: RMB197,000) and RMB1,451,000 (2024:  7T)1 A % 1,451,000 7T (20244 : A [ ¥ 1,451,000

RMB1,451,000) respectively. JT) °
* As at 31 December 2025 and 31 December 2024, share of net liabilities * B £20259F12A31H K%2024F12A318 " B B
of Kunming Zaojing was limited to zero. EHOFEBEOHERIIAZ -
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For the year ended 31 December 2025 & £2025F 12 A31 8 It F &
23. DEFERRED TAX ASSETS AND LIABILITIES 23. REBEEENER
2025 2024
2025 F 2024 F
RMB’000 RMB’000

AR T ARBFT

Deferred tax assets BEERIEEE 134,526 110,075

Deferred tax liabilities EERIEEE 35,871 40,661

Movements in deferred tax assets and liabilities during the year ended fE&{£2025F 12 A31H I FEHENELERIBE
31 December 2025 without taking into consideration the offsetting of EMEBECE A Z EAH AR — B H & A K 8#)

balance within the same tax jurisdiction, are as follows: BEEMT

Depreciation

and

amortisation

differences

Tax losses arising from

carried forward Government  the revaluation
(Note a) grants  results (Note b) Impairment Total

EHGERELN

RENBBEER HENBEZR
Deferred tax assets BEERELEE (Hiza) B B (Hiztb) HE At
RMB'000 RMB 000 RMB 000 RMB'000 RMB 000

ARETT ARETT AEETT ARETT ARETT

At 1 January 2024 R202451R18 897 35,959 3428 55,833 96,117
Arising from disposal of subsidiaries HEHBARMESE = = - (4,566) (4,566)
Recognised in profit or loss (Note 11) RERTRAMZ11) 199 (1,153) (414) 19,892 18,524

At 31 December 2024 and 1 January 2025 #2024 §12R31H &
2025%1A1H 1,096 34,806 3,014 71,159 110,075
Recognised in profit or loss (Note 11) RESEPEAMHZ11) (61) (1,004) (414) 25,930 24,451

At 31 December 2025 ®2025%12A31H 33,802 2,600 97,089 134,526
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F+—F GHUBHRXxR SHMBHRFRMEGE)

For the year ended 31 December 2025 #;E2025%4 12 A31H It F &

23. DEFERRED TAX ASSETS AND LIABILITIES 23.
(continued)

(a) Deferred tax assets are recognised for tax losses carried (a)
forward to the extent that realisation of related tax benefits
through future taxable profits is probable. Carrying forward
of these tax losses will expire, if unused, in the years ending
31 December 2026 to 31 December 2030.

As at 31 December 2025, the Group has cumulative tax
losses of approximately RMB57,148,000 (2024: approximately
RMB48,445,000). Of which, the Group has recognised tax
losses in respect of deferred tax assets of approximately
RMB5,255,000 (2024: approximately RMB5,656,000). The
Group has not recognised deferred tax assets in respect of the
remaining tax losses of approximately RMB51,893,000 (2024:
approximately RMB42,789,000) due to the unpredictability of
future profit streams, which will be expired in the fifth year of
the respective tax losses.

(b) Certain wastewater treatment facilities and land use rights were  (b)
recorded at the carrying amounts from KDI’s perspective in the
consolidated financial statements, which are different from tax
bases of these assets. The deferred income tax assets arising
from such differences were recognised in profit or loss.

Except for the amounts recognised and disclosed above, the Group b B

does not have any other material temporary differences at the end of  Hi & i
the reporting period.
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REENMBERSHREERNBaPHR -

RAEREXREN SR REERRSE
BEEMEBLEAEREEZR -



CHAPTER ELEVEN CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

B+—F AHUBHREXR SHUBHRERMAEE
For the year ended 31 December 2025 & £2025F 12 A31 8 It F &
23. DEFERRED TAX ASSETS AND LIABILITIES 23. EEHEBEZEMN&EE)
(continued)
Fair value Differences
adjustment arising from Change in
arising from service fair value of
acquisition of concession investment
subsidiaries receivables properties Total
BB LR
EEMAREE BHACEEENR BREWENR
Deferred tax liabilities BEHREEE A HEEMEER BEEZH &t
RMB'000 RMB'000 RMB’000 RMB'000
ARE T AREFT AEBFTT AEBFTL
At 1 January 2024 202451818 37,540 160 7,274 44974
Recognised in profit or loss (Note 11) RBRRERML11) (989) (160) (3,164) (4,313)
At 31 December 2024 and ®2024512A31H R
1 January 2025 202551 R1H 36,551 - 4,110 40,661
Recognised in profit or loss (Note 11) REHEPERM F11) (998) = (3,792) (4,790)
At 31 December 2025 #2025512A 311 35,553 35,871
24. INVENTORIES 24. HE

2025 2024
2025 F 2024 F
RMB’000 RMB’000
ARBT T AR FT

Materials for wastewater treatment and 75 7K B 3R e K 4k 46 PR 75 B9 1R
water supply services 3,682
Spare parts =B 2,530
6,212

The cost of inventories recognised as cost of sales amounted to
approximately RMB94,935,000 for the year ended 31 December 2025
(2024: approximately RMB87,007,000).
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g+—=

EHMBHRE SHMBHRERWEER

For the year ended 31 December 2025 & £2025F 12 4318 [t F &

25. FINANCIAL ASSETS AT AMORTISED COST 25, WEERAFENEMEE
2025 2024
2025 & 2024 F
RMB’000 RMB’000
ARBT T ARBFT
Unlisted investment (Note) ELEWIRE (K 5E) 299,400 299,600
Loss allowance BERE (240,000) (180,000)
59,400 119,600
Note:  On 29 September 2021, the Company (as the asset entrustor) entered  f/i# : R 2021F9A298 AR Al(EAEEZT AR

into the Mutual Trust No. 5 Asset Management Agreement with Bosera
Capital Management Co., Ltd. (as the asset manager) and China
Merchants Bank (as the asset entrustee) in relation to the investment
and management of the entrusted assets. Pursuant to the Mutual Trust
No. 5 Asset Management Agreement, the Company agreed to entrust
an amount of RMB300,000,000 as the entrusted assets, which will be
funded by the internal resources of the Company. The entrusted assets
will be used to invest in the credits of accounts receivable held by
Kunming Agricultural Development Investment Co., Ltd. (“KADI").

Such investments carried an interest rate at 8% p.a., and the principal is
repayable within 1 year. As the directors intends solely for collection of
payments of principal and interest, it is classified as financial assets at
amortised cost.

According to the relevant provisions of the Mutual Trust No. 5 Asset
Management Agreement and the supplemental agreement for extension
of term of the asset management agreement, the asset management
plan purchased by the Company has expired on 10 April 2022 (the
“Maturity Date”). The asset manager allocated the assets under the
asset management plan to the Company in their current status as at
the Maturity Date in accordance with the terms of the Mutual Trust No.5
Asset Management Agreement.

The carrying value of financial assets at amortised cost was
RMB299,400,000 (2024: RMB299,600,000) and stated at the amortised
cost less impairment loss. As at 31 December 2025, provision of loss
amounted to RMB240,000,000 (2024: RMB180,000,000) was made.
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BEEAEEERAAEREEERNRERA
RITHEREERBEAREZREEZREARER
AUERESREEEEAR RELESAEER
&8 ARXFREZEAR®300,000,0007T % 7E
BE ABUARRBANRNBERRN ZEEE
HARREREAREZRREBRADAIRHAR
EBRRBEDFANEKRRE -

ZERENFNERS% A2 ARMIFRER
HREFHELDRASRAMNEMNK BHED
REHBHEAAENSREE -

°

b

RELEESREEEREAR BEAREREFA
HHAMAENEBROT ARFAMBENEEE
B EER2022F4 8108 (R EDIH -EE
ERABRBEGSREEEERARMNOE  UH
ENNHAREEERABMATEERAARALE
ToE-

REHEKAFTENEREENERBEAARYE
299,400,0007T (2024 % : A K 299,600,000 7T )
WIRE R AN EERY - R2025F12A318 ' 2 £
ATIEER S %8 A AR 240,000,000 7T (2024 F ¢
A K % 180,000,000 7T) °
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F+—&% SHBHHHRET SHBMFEREMWFEGE)
For the year ended 31 December 2025 & £2025F 12 A31 8 It F &
26. TRADE AND OTHER RECEIVABLES 26. MEUWBERI B H fth FE WX X
2025 2024
20254 2024 %
RMB’000 RMB’000
AR¥ T ARBFT
Non-current: 1
Prepayments: B AT K
— Prepayments for constructions and equipment —ENIRERBRER 223,514 =
— Loss allowance —-EBEEE - -
Prepayments — net ERR-FHE 223,514 =
Current: mE
Trade receivables (Note): & 2 B R (B 7))
— Third parties - =l 244,509 222,636
— Related parties (Note 36(d)(i)) — B8 75 (K7 2 36(d)(i) 227,929 228,337
— Local government — b 75 T 5,102,271 4,137,952
— Loss allowance —EERE (237,133) (160,861)
Trade receivables — net EWERR—FHE 5,337,576 4,428,064
Other receivables: H fh B WK
— Third parties —E=5 99,374 174,436
— Related parties (Note 36(d)(i)) —BA W 5 (W 2 36(d)(i)) 1,147,451 1,154,707
— Local government — b 75 BT 25,200 28,582
— Loss allowance —EEEE (78,852) (50,241)
Other receivables - net HihEW R —F 5 1,193,173 1,307,484
Prepayments: B
— Others —H 138,086 74,069
Prepayments —net BERHR-FHE 138,086 74,069
Trade and other receivables —net EUERRAEREMERR-—FHE 6,668,835 5,809,617
Total 4 5t 6,892,349 5,809,617

Note: The trade and other receivables of RMB6,668,835,000 (2024:
RMB5,809,617,000) are expected to be recovered within one year.

Trade and other receivables are unsecured, interest-free and repayable
in accordance with the invoices or service fee payment applications

submitted to debtors.

of ¢ FEUTER GRR E ft JE MR s A R 6,668,835,0007T (2024
F: AR ¥5,809,617,0007T) * FEEHE —F R U E -

BREREREMEERSEER 28 LARER
RTFEBANBEELARBENSRBFEE -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
£F+—F aHUBHRT SHUBHHRRMEGERE

For the year ended 31 December 2025 & £2025F 12 4318 [t F &

26. TRADE AND OTHER RECEIVABLES (continued)

As at 31 December 2025 and 2024, the carrying amounts of trade and
other receivables are principally denominated in RMB.

Information regarding the Group’s credit policy are set out in Note
3.1(b).

Note:  Ageing analysis of gross trade receivables at the end of the reporting
period, based on the invoice dates, is as follows:

— Within one year —1F AR
— Over one year and within two years —1E24F
— Over two years —HiB2F

26. FEUTRR R K fb U K ()

20254 %2024 12 4318 » R K & H &
WHRNEREBEIEZAAREREMN-

FHEASBEEERENEMI NI ESA(D) -

Bat: RBREBR REBFRAHNBREREEZE

BAWMWMT

2025 2024

2025 F 2024
RMB’000 RMB’000
AR F T AR¥TT

1,378,009 1,370,811
1,296,473 1,162,766
2,900,227 2,055,348

5,574,709 4,588,925

The Group does not hold any collateral as security over these debtors.

The Group rebutted the presumption of default under ECL model
for trade receivables over 90 days past due and set the default
criterion as 1 year past due based on good repayment records for
those customers having a continuous business with the Group and
continuous settlement of trade receivables. They are assessed
based on their probability of default and exposure of default with
reference to historical debt collection experience, adjusted by current
and forward-looking factors. In view of the fact that the balances
are derived from local governments, PRC state-owned entities and
quasi-government organisations, management considered that the
ageing over 12 months are not credit-impaired.

AEBSEFAEEMNERRIERER-

HRBHIORUA LN BEZGRERE AEEKE
EREEBAELTHNEORR LTERELE
BERBEEBERRSEAEESIRRRENE
PHRIFERTH BREOAREXERBY1F -
HEULEPHTAEEERMBMANBOBETMED
Rl T2EREEBERRER  BREEAMNMA
EMHRERETHAE - ENAERBRETERLT
B BEEERIERFTHE EEERRERERE
B2 AN ERAR TN FEERRE-
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EF+—=

EHMBHRET SHMBHRERMWEGE)

For the year ended 31 December 2025 & £2025F 12 A31 8 It F &

27. CASH AND BANK BALANCES AND

RESTRICTED FUNDS

Re RRITHER
ZRHES

Cash and bank balances
Restricted funds

27. RERRTERRZRHES

2025 2024
2025 % 2024 F

Notes RMB’000 RMB’000
Mt i AR¥F T ARBFT

(a), (b) 33,629 10,977
(a), (c) 3,501 25,965

Cash and bank balances and restricted funds are

(a)

denominated in:

RMB AR
HKD BT
usD ET

(a) RERRTHEBRIRNRVESUMTES

=& :
2025 2024
2025 F 2024
RMB’000 RMB’000
ARBTF T ARBTFT
37,101 22,606
4 3,850
25 10,486
36,942

(b) All cash at bank are deposits with original maturity within 3
months. The Group earns interest on cash at bank at floating
bank deposit rates ranged from 0.01% to 0.05% during the year

ended 31 December 2025 (2024: 0.01% to 0.88%).

Under Mainland China’s Foreign Exchange Control Regulations
and Administration of Settlement, Sale and Payment of Foreign
Exchange Regulations, the Group is permitted to convert
RMB into other currencies through banks to conduct foreign
exchange business.
(c) As at 31 December 2025 and 2024, the restricted funds were
mainly comprised of guarantee deposits for construction
projects and other frozen bank balances.

MMERTERREINHAMBEIEAR-
EHZ20255F12AMALFEHME A&
1£0.01% £0.05% 2 & % 8 iR 17 7 &
F R Bt R 1T IR & F) B (2024 F : 0.01% &
0.88%) °

(b)

R4 B A RO B B IR R DD R E
EERNEEERE) AREEAFRB
RIOTBARBLABBEMER URARINE
ER

A 20254F R 202412 A31H SR 4 E 4%
FTEDREREENREFS REMRE
I o

(c)

+ *
,één:l TA
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¥+—F aHUBHRx SHVHBRRMEGER

For the year ended 31 December 2025 & £2025F 12 4318 [t F &

28. TRADE AND OTHER PAYABLES/CONTRACT 28. EMEZEHHEMZK &R &K

LIABILITIES
2025 2024
2025 & 2024 F
RMB’000 RMB’000
AR¥TFx AR T
Trade payables to third parties (Note a and c) [Eft 5 = 5 Rk (A itakc) 869,682 789,715
Other payables due to: H fh A 5K AT 567,169 849,277
— related parties (Note 36(d)(ii)) — A Bt 5 (B 7 36(d)(ii)) 81,985 455,370
— local government — i 75 BT 120,454 90,039
— third parties o = 364,730 303,868
Staff salaries and welfare payables FE T B T & A A& A 121,564 112,863
Payables for acquisition of property, plantand 8 & “~ &) & « T ik M 5% @ B9 B 1+ 30
equipment due to: FEAF - 221,586 167,706
— related parties (Note 36(d)(ii)) —BA B 5 (K7 7% 36(d)(ii) 28,942 28,942
— third parties - =1 192,644 138,764
Payables for acquisition of land use rights from [7) B B 5 88 B £ b (& B # &9 JE (5 3008
related parties (Note 36(d)(ii)) (/1 &% 36(d)(ii)) 31,000 31,000
Accrued taxes other than income tax B P 13 B S B9 JE 5T B4 3K 35,712 33,881
Total trade and other payables FEBR A R H Ath FE S 342 58 1,846,713 1,984,442
2025 2024
2025 2024 F
RMB’000 RMB’000
AR FT ARBTFT
Contract liabilities (Note d) ERBEMNFI
_ related parties (Note 36(d)(iii)) —BA B 77 (W i 36(d)(iii)) 2,921
— third parties - =1 27,206
30,127
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EF+—=

EHMBHRET SHMBHRERMWEGE)

For the year ended 31 December 2025 & £2025F 12 A31 8 It F &

28. TRADE AND OTHER PAYABLES/CONTRACT

LIABILITIES (continued)

Notes:

(a) As at 31 December 2025 and 2024, the trade payables are normally

granted with credit terms ranging from 90 to 180 days.

As at 31 December 2025 and 2024, the Group’s trade and other
payables are principally denominated in RMB.

(b)

(c)

Ageing analysis of trade payables to third parties based on the invoice
dates at the end of the reporting period is as follows:

— Within one year —1F 4R
— Over one year and within two years —1E2%F
— Over two years — B2

ERERREMERT ERERE
(&)

28.

Bt -

R 20254 2024128318 EBRAER —KEH
W= EH A90E 180K °

(a)

R 20254 %2024 128318 NEBENEMNER
FEMENREIEANARE BEA -

(b)

(c) RBEPR REBEEZEHNESE=ZFERAK

BOMMT :
2025 2024
20254 2024 %
RMB’000 RMB’000
ARE# T ARKETT
392,247 559,120
341,338 133,547
136,097 97,048
869,682 789,715

(d) The movements (excluding those arising from increases and decreases
both occurred within the same year) of receipt in advance from contracts
with customer within the scope of IFRS 15 during each of the reporting

period are as follows:

R & B )
T8 4 3R IR 3K HE 7R e MR IR

At the beginning of the reporting period
Recognised as revenue
Receipt of advances or recognition of receivables

REBREHANEERP B REEANE1REER
MBEREFPERFAMNEDBER(TRERRFR

(d)

At the end of the reporting period RIS ER

WRETEEE)IMT
2025 2024
2025 4 2024 4
RMB’000 RMB’000
AR ¥FiT ARKFT
30,127 7,163
(20,282) (1,788)
3,927 24,752
13,772 30,127
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£F+—F aHUBHRT SHUBHHRRMEGERE

For the year ended 31 December 2025 & £2025F 12 4318 [t F &

28. TRADE AND OTHER PAYABLES/CONTRACT 28. EMNHEIERHEMEMK ERE&RK

LIABILITIES (continued) (#%&)

Notes: (continued) M et - (%)

(d) (continued) (d) (#%&)
Contract liabilities include advances received from customers for EREBERERERSKEERBEKHBENE
rendering operating and construction services in relation to wastewater EREERBREPKRINENR - EXKEEE
treatment and reclaimed water supply. When the Group receives RUEAZERBZAKIZFEMRE BAER
advances from customers before provision of promised services, which BHRME BEARRARRELEARARE-

depends on the specific term of services, this will give rise to contract
liabilities at the start of contract.

At 31 December 2025, the contract liabilities that are expected to MN2025F12A31H - BEHBBRI2E AR EED
be settled after more than 12 months are RMB6,202,000 (2024: AR AEAARS2020005T(2024F : AR
RMB28,416,000). 28,416,000 7T) °
(e) Performance obligations (e) BHEMT
The amounts of transaction prices allocated to the remaining R20254F 2024 F12A3MBEPEEHR TEYN
performance obligations (unsatisfied or partially unsatisfied) as at EECREBITABOARAEBTIZRSEREE
31 December 2025 and 2024 are as follows: N
Amounts expected to be recognised as revenue: EHEERRANEZEHE
2025 2024
2025 % 2024 4
RMB’000 RMB’000
AR¥F T ARKFTT
Total transaction price allocated to the unsatisfied PREATHKBEHNEANRZBE
performance obligations 15,841,241 17,075,357
Approximately 95% (2024: 95%) of the remaining performance ENWRESRTELNE TP H95% (2024 : 95%) 18
obligations allocated are expected to be recognised as revenue after AR —FEBERANRDZ HPRAR=ZTFRNE
one year, which relate to performance obligations that are to be satisfied TEREERBEREERBEIBNEE -BEHE
within 30 years for operation services and construction services. EHRTELNEED 45% (2024 : 5%) 78 B3 #§ 7 —
Approximately 5% (2024: 5%) of the remaining performance obligations FRARABRUE EXFABRBZEELTEER
allocated are expected to be recognised as revenue within one year. PR I ) AT AR (B o

The amounts disclosed above do not include variable consideration
which is constrained.
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29. BORROWINGS

CHAPTER ELEVEN CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
F+—F aHUHHRRT SHUHHRRMEGE

For the year ended 31 December 2025 & £2025F 12 A31 8 It F &

29. f&&

2025 2024
2025 % 2024 4
RMB’000 RMB’000

AR FT ARETT

Non-current portion: 1
Unsecured long-term borrowings RERNRBER 299,880 337,800
Secured long-term borrowings (Note (b)) AR B & B & 5K (A7 7 (b)) 1,861,625 1,760,538
2,161,505 2,098,338
Current portion: mE
Unsecured short-term borrowings AEROEHER 331,769 705,285
Secured short-term borrowings (Note (b)) P& R 69 52 BA {8 5K (A7 77 (b)) 2,698,798 1,785,556
3,030,567 2,490,841
5,192,072 4,589,179
Notes: Nz
(a) All the borrowings were denominated in (a) AR TS E A
2025 2024
2025 2024 &
RMB’000 RMB’000
AR F T ARBF T
RMB AR 5,192,072 3,990,470
HKD BT - 539,189
UsD ET - 59,520

5,192,072 4,589,179
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2.

S

+-%

For the year ended 31 December 2025 & £2025F 12 4318 [t F &

29. BORROWINGS (continued)

(b) As at 31 December 2025 and 2024, analysis of the secured borrowings
are as follows:

Secured by: ERY :

Corporate guarantee issued by the Company

Property, plant and equipment

Corporate guarantee issued by related parties
Corporate guarantee issued by a shareholder

THE ITHBRZMHE
BB RO RAER
BRIR 3 A R B ER

Waste sanitary landfill construction project revenue (i) 81 35 & 3% 18 B W 25 (i)

Sewage treatment revenue (ii)
Pledge of equity of the subsidiary (iii)

75 7K BT T2 U 3 (ii)
F A ) AR 4 A (i)

MARBE LN ABRER

29.

(b)

EHMBHRE SHMBHRRMEGE)

B (E)

R 20254 2024128318 BEERNE RS
LuNE

2025 2024
20254 2024 F
RMB’000 RMB’000
ARE#FTT ARKETTT
79,800 156,815
441,180 535,714
516,843 308,402
172,200 154,223
196,796 11,209
2,445,834 1,679,665
707,770 700,066
4,560,423 3,546,094

0]

(i)

(iii)

As at 31 December 2025, the Group, pursuant to the authorisation
granted and in connection with the execution of the relevant exclusive
operating rights agreement for the landfill site, has pledged all rights
and entitlements associated with the management of the landfill site as
security. The net book value of the landfill assets was approximately
RMB366,303,000 (2024: RMB372,086,000).

The borrowings are secured by all rights and entitlements relating to the
management of the relevant wastewater treatment facilities, including
the receivables arising under the exclusive operating rights agreement
entered into by the Group pursuant to the authorisation granted.

The borrowings are secured by the equity interests in the relevant
subsidiary, pursuant to the related equity pledge agreement entered into
by the Group under the authorisation granted.

As at 31 December 2025, the net asset value of the subsidiary
whose equity interests were pledged amounted to approximately
RMB817,677,000 (2024: RMB1,054,585,000).

0]

(it)

(iii)
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MN20256F 1231 REBERE &K #EIXLH
BFUNREESNEEBERECEERE CEH
MEBZNIREBSHBEOMEEN R EEE
BER NRESSEENEEIFEAOARYE
366,303,000 7T (2024 5 : A R ¥ 372,086,000 7T) °

ERAEBESKEEREERZERNMAEZF
RERERER BRASERBERMERET LN
BREEEHERTELENBIER -

BTy IR 15 AN S AR 4% P 2 X AR AT S A0 48 B AR A
B ARRINT S A B R BRI

MN2025F 12 A3 H - RELER ZMBAAIZE
EFE AN ARES17,677,0007T (20244 1 A R
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EF+—=

EHMBHRR SHMBRRM

&t (4)

For the year ended 31 December 2025 & £2025F 12 A31 8 It F &

29. BORROWINGS (continued)

The maturities of borrowings are as follows:

(c)

On demand or within 1 year BNEIs1E AR
Over 1 year and within 2 years 1524

Over 2 years and within 5 years 2E54

Over 5 years 5 M E

&= (&)

EREHEMT :

29,

(c)

(d)

The exposure of the Group’s borrowings are as follows:

Fixed-rate bank borrowings ERIBITEXK
Variable-rate bank borrowings FRIBITER

2025 2024
2025 2024
RMB’000 RMB’000
AR¥TFT ARBFT
3,030,567 2,490,841
1,268,716 844,235
729,610 1,085,745
163,179 168,358
5,192,072 4,589,179
(d) AEBEMBERHOET -
2025 2024
2025 2024 %
RMB’000 RMB’000
ARBFTT ARKEFTT
2,944,024 1,244,849
2,248,048 3,344,330
5,192,072 4,589,179

As at 31 December 2025, the Group’s variable rate bank borrowings are
carrying interest at PRC Loan Prime Rate. Interest is reset each month.

The ranges of effective interests (which are also equal to contractual
interest rates) on the Group’s borrowings are as follows:

MN2025F12A31H - AEBMZERITBRES
EERTHSREMNEFB -FNEBEBAEE-

AEBEFNERMNE(ERARMNR)EENT

2025
20254

2024
2024 %

Effective interest rate
Fixed-rate bank borrowings
Variable-rate bank borrowings

IR
ERRITHERK
FRRITHER

3.88%-6.80%
3.30%-5.15%

4.00% to 6.00%
3.40% to 6.93%

The fair values of current borrowings equal their carrying amount as
the discounting impact is not significant. The fair values of non-current
borrowings are estimated based on discounted cash flow using the
prevailing market interest rates available to the Group for financial
instruments with substantially the same terms and characteristics. The
fair values of non-current borrowings approximated to their carrying
amount.

(e)

®

The Group had the following undrawn borrowing facilities:

RMB facilities ARBEE

(e) MRAENTETERN AURDERNAAE
ERAEFEEEMAS FRDEINAALEBER

RTBNRSRE - L EHEBRNRKMNETE
ARBRMNESRTAGERITTIGAMNEETHE -
FERBDERNAABERALFEEBRL -

(f) AEBATHARDAHRITEERE :

2025 2024

2025 £ 2024 4
RMB’000 RMB’000
ARBFT AREFT
353,610 101,642
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£F+—F aHUBHRT SHUBHHRRMEGERE

For the year ended 31 December 2025 & £2025F 12 4318 [t F &

30. DEFERRED REVENUE

Deferred revenue of the Group included government grants in respect
of the Group’s or the Company’s construction of various facilities,
wastewater treatment facilities, water supply facilities, thermal
production, and the performance of research and development
activities.

Government grants relating to the purchase of property, plant and
equipment are recognised to the consolidated statement of profit or
loss and other comprehensive income on a straight-line basis over
the estimated lives of the related assets. The government grants are
subject to reimbursement basis approved by the government.

Government grants relating to property, plant and equipment are
recognised in the consolidated statement of profit or loss and
comprehensive income over the period necessary to match them with
the costs that they are intended to compensate.

Government grants related to: BT
— property, plant and equipment —TEE - IHEXHE

30. EEWE

AEBNRETEREEEAAEEXERARTRZES
BRI SKEERE  HKRE BROLEEAR
MBEIEXEMESORTHE -

HBEEADE IRMNRXRBEHEIRFHEBRA
MEECRAFHUNERZEAHEAREM2
MR ERPER BN REREHAERLA
X DR T L

BAHE ITMERBEW RN M REEE
ZRARAEMFHREAHBERREZEEAR
R -

2025 2024
PIPLE:S 2024 4
RMB’000 RMB’000
ARBFT ARETTT

654,746 306,653

The movements of government grants are set out as follows:

BB ZEEHINMT :

2025 2024

2025 % 20244
RMB’000 RMB’000
ARBFT ARETTT

At the beginning of the reporting period wEHY 306,653 239,728
Additions 3 354,787 74,612
Credit to the statement of profit or loss and HABEmkEMEE KT R

other comprehensive income (note 7) (K1a7) (6,694) (7,687)
At the end of the reporting period iwEBKR 654,746 306,653
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31.

Registered, issued and fully paid
Number of ordinary shares (thousand)
Share capital (RMB’000)

CHAPTER ELEVEN

CONSOLIDATED FINANCIAL STATEMENTS

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

..

S

=

=

-|__

EHMBHRR SHMBRRM

&t (4)

For the year ended 31 December 2025 & £2025F 12 A31 8 It F &

SHARE CAPITAL

EEM RITRERE
ERREEB(T)
BAANESETT)

Note:

(a)

(b)

The Company was established on 23 December 2010, with an initial
registered share capital of RMB360,000,000, divided into 360,000,000
shares with a nominal value of RMB1.00 each. 344,943,000 shares
or 95.82% equity interest amounting to RMB1,260,091,000 were
issued to KDI at a premium of RMB915,148,000, in exchange for
the property, plant and equipment and land use rights under TOO
Model of RMB1,189,277,000, certain investments in subsidiaries of
RMB5,814,000, and cash of RMB65,000,000. The remaining 15,057,000
shares or 4.18% equity interest amounting to RMB55,000,000 were
issued to other four shareholders, namely Kunming Development
Investment Group Co., Ltd. (R A& &K & % B HF R 2 7, “Kunming
DIG"), Kunming Industrial Development and Investment Co., Ltd. (£
AEXMEEEERETA A, “IDI"), Kunming State-owned Assets
Management and Operation Co., Ltd. (EFATEEEEERELEAR
& T 2 7], “Kunming State-Owned Asset Management”) and Kunming
Xinzhi Investment Development Co., Ltd. (REFAF B X & E HR A 7,
“Xinzhi Investment”) at a premium of RMB39,943,000.

The capital contributions were paid up by two instalments. The
first instalment of approximately RMB1,208,841,000 was received
upon the establishment of the Company and the second instalment
of RMB106,250,000 was received in the year ended 31 December
2012. The excess of the assets or cash consideration received by the
Company over the share capital with the amount of approximately
RMB955,091,000 was recorded as share premium.

On 12 October 2015, as approved by the shareholders of the Company,
based on a total of 360,000,000 shares of the Company as at
31 December 2014, bonus shares of 360,000,000 in total were issued to
all shareholders by transfer of capital reserve on the basis of 10 shares
for 10 shares. Upon completion of the transfer, total share capital of the
Company was increased to 720,000,000 shares.

On 6 April 2017, the Company newly issued 308,572,000 H shares of
RMB1.00 each at HKD3.91 per share in connection with the initial listing
of H shares of the Company on the Main Board of the Stock Exchange,
and raised gross proceeds of approximately HKD1,206,517,000
(equivalent to RMB1,070,421,000). Subsequently on 10 May 2017, after
the exercise of the over-allotment option, additional 539,000 H shares
of RMB1.00 each were issued at HKD3.91 per share and raised gross
proceeds of approximately HKD2,107,000 (equivalent to RMB1,870,000).
Net proceeds of approximately RMB997,460,000 (after deducting the
underwriting commissions and other listing expenses) was raised by the
Company, of which RMB309,111,000 was credited to share capital with
remaining approximately RMB688,349,000 credited to share premium.

31. A&
2024
2024 F
1,029,111 1,029,111
1,029,111 1,029,111
Bt -

AN A FR2010F 12 A23 A 5K 32 » #] 44+ it IR A&
A& A R #360,000,0007T © & 5B EE AR #1.00
T 9 4360,000,0000% - T A B BF JE b % & B 17
344,943,000 i A% 19 5 95.82% 1 25 H st AR
1,260,091,0007T * & 8 A A K # 915,148,000 7t
LB TOOR K THAEE ITHREZHENURL
i F R s A R #1,189,277,000 7T ¢ Bt B A 7] #%
& i AR 5,814,000 7T 0 WA & A R #65,000,000
THRS MEARIEAREEREREEEER
RAal((EHZERREEH]) EHEERER
EAERBECRAA(EEXRERE]) EHTHA
EEERELCEREIQAA(EAREEEEE
BEEZ2NERFEREEEARAG(HERE]D
% 17 %l #2 15,057,000 B% AR 15 31 4.18% #E 25 - R EL
T A R # 55,000,000 7T * i & & A K % 39,943,000
=0

ZEEESMRMNBE - EARB KN EE WE
B H R A R %1,208,841,000 7T ¢ H £2012
FRANBLEFE RIF_HARARE
106,250,000 7T ° 7" A &) Yy B &) B B R AN 89 & E oKX
B4 Y E RO ARK55,091,000 7T 0 5t AR AR

2015F10 128 R AR E#L & RRINUEBE
2014612 A318 2 & & 1 4 2360,000,000 % &
EE UEAREESA2EBR RS0 E H 100 -
A 7+ 360,000,000 A% - & 3% 52 5k 15 D 7] 48 B% K
% 12 50 %= 720,000,000 A% °

(b)

20174 A6 KRR EMIMAERE XET
HAR - DA & A% B% {3.9178 JT 1 % 77308,572,000 A%
FRARB1.00TWHE  KOKBFMBRAER
1,206,517,000% st (18 & » A K ¥1,070,421,000
JL) o BEA 201758108 - T B IR
% RRQAEAE AR E3.9178 5T 8 5) % 17539,000
BRERARB1.00THOHRK  KWEIMEXRETLH
2,107,000 7t (18 & K A R #1,870,0007T) « AR
Al EE AR 4997,460,000 7T K9 FT 15 3K F 8
(EMBRAHEASNEM ETHAXEZ) HFAR
#309,111,000 TE R AR HER - M F g AR BEH
688,349,000 7T /£ I 7 35 B M HERR ©
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For the year ended 31 December 2025 & £2025F 12 4318 [t F &

32. OTHER RESERVES 32. Hithfk
Property
Share Statutory Capital  revaluation  Translation
premium reserve reserve reserve reserve Total
M
B A B EERE BARE EfifE MERE &t
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETT AREFT ARBTT AREFT AREFTT ARETR
(Note (a)) (Note (b)) (Note (c)) (Note (d))
(it (a) (142 (b)) (H(c) (W it (d)
At 1 January 2024 ®2024%1A1A8 1,283,440 363,939 (47,793) 11,145 3,043 1,613,774
Transfer to statutory reserves RIVETHE = 29,750 = = = 29,750
Exchange differences EBFEER - - - - 1,116 1,116
Others Hity - (60) - - - (60)
At 31 December 2024 and R2024E12A31B &

1 January 2025 2025%181H 1,283,440 393,629 (47,793) 11,145 4,159 1,644,580
Transfer to statutory reserves REVETEHE 18,831
Exchange differences ERMEZES (432) (432)
Deregistration of a subsidiary FHEMRE QA - (3,727 (3,750)
Others Eth (140) = (140)

At 31 December 2025

®2025612F31H

1,283,417

412,460

Note:

(@)

STATUTORY RESERVE

In accordance with the PRC Company Law and the constitutions of
the PRC companies of the Group (the “PRC Companies”), the PRC
Companies are required to allocate 10% of their profits attributable to
the respective owners of the PRC Companies as set out in their statutory
financial statements, to the statutory surplus reserve until such reserve
reaches 50% of the registered capital of the respective PRC Companies.
The appropriation to the reserve must be made before any distribution of
dividends to the respective owners of the PRC Companies. The statutory
surplus reserve can be used to offset previous year’s losses, if any, and
part of the statutory surplus reserve can be capitalised as the share
capital of the respective PRC Companies provided that the amount of
such reserve remaining after the capitalisation shall not be less than
25% of the share capital of the respective PRC Companies.

Pursuant to relevant PRC regulations, wastewater treatment and
water supply companies are required to set aside an amount to a
fund for future development and work safety which they transferred
certain amounts from accumulated profits to statutory reserve. The
fund can then be used for future development and work safety of
the wastewater treatment and water supply operations, and is not
available for distribution to shareholders. When qualifying development
expenditure and improvements of safety incurred, an equivalent amount
is transferred from statutory reserve to accumulated profits.

e

(a)

(47,933)

1,659,089

HEEME

RIKFEARAXMBEARZEAEEHRBERF
(hE2rANDWERER PTEAREREELE
BHBERTHINGEBERNARTARARNEENE
M10% REATBHR AR EXEATABALE
EREPEAQFEMEARNN50%E - AT A BRER -
ERERRLAERHAEE D ERMATIEIBUEE
BHRAT - ZATRBB DB BRI AR FES
B WA BOEAERBBABEATEREEAZTH
REAWBRE EEARZBEABRAENTBER
TERE R B R B RAE25% °

RETENEBERE SRKEEARBEKRE 2
AFRER-—TeRENAEENLEE REFR
SEANEEHB - ERSBEBEIRAETKER
AEHEAKRBEEENEERNZZE - MIEAR
BRAE - BEEEANAKGENSEIHRR 2K
EER —ZSESBENEAERABHERRRK

s
m °
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For the year ended 31 December 2025 #;E2025% 12 A31H It F &

32. OTHER RESERVES (continued)

Note: (continued)

(b) CAPITAL RESERVE

Capital reserve mainly represented the existing book value from KDI's
prospective of certain acquired wastewater treatment facilities and land
use rights transferred to the Group from KDI, which did not form part of
the capital contribution in the form of share capital in 2010, netting of
the consideration of these assets and the deferred tax impact. These
wastewater treatment facilities and land use rights were included in
the consolidated financial statements as if they had been consolidated
from the date when KDI came under the control of the then ultimate
controlling party.

(c) PROPERTY REVALUATION RESERVE

The reserve has been set up and is dealt with in accordance with the
accounting policies adopted for revaluation of property.

(d) TRANSLATION RESERVE

The translation reserve of the Group comprises all foreign exchange
differences arising from the translation of the financial statements of
foreign operations.

33. FINANCIAL GUARANTEES ISSUED

As at 31 December 2025, the Company issued total corporate
guarantees amounting to RMB229,500,000 being the maximum
guarantee amount to subsidiaries and associates of the Company.
As at 31 December 2025, the facilities utilised and total remaining
unsettled amounted to approximately RMB113,350,000 (2024:
approximately RMB156,815,000).

As at 31 December 2025, the Group issued total corporate
guarantees amounting to approximately RMB500,000,000 (2024:
RMB500,000,000) being the maximum guarantee amount to other
different entities. As at 31 December 2025, the facilities utilised and
total remaining unsettled amounted to approximately RMB100,000,000
(2024: RMB110,000,000).

At 31 December 2025, the directors of the Company considered it is
not probable that a claim will be made against the Company under any
of the guarantees.

32. Hinfx#E(E)

Wi et - (&)

(b) BEMHE

EARBIEREASEREHRALRELED
MABKEEREI L HERELRFAELERE
AEENRA REECTHK201045F U AT
ABEN B NBZREEENKBHERE
EHREZE UWFESKEEREL LI WERED
BEEAHMBERRT BUOECERRAELR
AXEROREENTEHNNERAAGHEE -

MEEGRHE

RENEECARANEABRER CRILFEHREL
HEITRIE -

(d) BREFE

FEBZHERBEEERAE BN EB ZHBHE
MEXZMEELZ®E -

33. EEHMHBIERK
R2025F 128318 AARMARAK B2 AR
B AR MEREEE A ARK229,500,0007T
kB SERELE- R2025F128318 E& A
EhE R AEEMBE AN ARM113,350,0007(2024
& 4 AR %156,815,0007T) °

MR2025F12A3MB AREBEREM TR E BB
B AREREEE ALK AR KS500000,00075T
(20244 : A B #500,000,0007T) © Itk A & =& & R
£ % N2025F12A31B CHBABERKER
#E A AR 100,000,000 (2024 © A R #
110,000,000 7T) °

R2025F12A31B AR A EER AT KA ER
BEMERAAQRRRERE-
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
¥+—F aHUBHRx SHVHBRRMEGER

For the year ended 31 December 2025 & £2025F 12 4318 [t F &

34. CASH FLOW INFORMATION

(a) Cash generated from operations

Profit before taxation:

4. RERER

(a) REEEHRSE

Adjustments for:

— Net impairment losses on financial assets

— Depreciation of property, plant and equipment

— Depreciation of right-of-use assets

— Amortisation of intangible assets

— Fair value change of investment properties

— Share of results of associates

— Finance cost — net

— Amortisation of government grants relating to
purchase of property, plant and equipment

— Gain on disposal of a subsidiary

— Gain on disposal of interest in an associate

— Deregistration of a subsidiary

— Gain on disposal of property, plant and
equipment — net

— Exchange differences

2025
2025 4
RMB’000
AR¥ T
i AT FOE - 236,202
ARIER
—SREERBEBXFE 173,961
—THE IBMAXBEHITE 212,332
—EREEAENE 9,819
—BREEEH 57,615
~BREMENAIAEEED 25,217
—BEARKERRDE (3,669)
— KA —F 191,996
~—ERELHE - ITBMEEE
68 B R AT 4 B (6,694)

—HEWB QR Ka -
—HEBZEAREENKE -

— B 5T B B A A (3,687)
—EETYE - IMREHED

Wz — % %8 (241)
—-BERER 2,819

895,670

Changes in working capital:

— Restricted cash

— Trade and other receivables

— Inventories

— Contract assets

— Contract liabilities

— Amounts due from customers for construction
contracts

— Receivables under service concession
arrangements

— Trade and other payables

EEESEY:

- XBEIRS 10,754
— B AR R e H h FE IR (872,588)
K 430
—EHNEE (18,411)
—-cREaE (16,355)

—RUBEFPEESRR
35,888
— IR EERE T EKFOR

(7,420)

— FE 5 BR R R E At B A R (298,649)

Cash (used in) generated from operations

BE(ERMEENRS (270,681)
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2024

2024 4
RMB’000
ARETT

314,354

129,040
212,341
9,819
66,552
21,153

(5,035)
215,589

(7,687)
(10,312)
467

(5,795)
13,480

953,966

(1,447 544)
1,358
(89,849)
22,964

(10,744)

51,134
1,054,415

535,700
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F+—F aHUHHRRT SHUHHRRMEGE

For the year ended 31 December 2025 & £2025F 12 A31 8 It F &

34. CASH FLOW INFORMATION(continued) 3. RERmER(E)

(b) Changes in liabilities arising from financing activities BEFEBEENEBEZL

(b)

AEBELERETHEBEDHNFBENT

Details of the changes in the Group’s liabilities from financing activities
are as follows:

2025 2024
2025 £ 2024 F
Borrowings Borrowings
(Note 29) (Note 29)
& ™K EEA
(HiaE29) (K7 i#29)
RMB’000 RMB’000
ARBT T ARBETFT
At the beginning of the reporting period wEET 4,589,179 5,272,138
Disposal of subsidiaries HEMHB QA - (134,940)
Interest expenses MEER (5,985) =
Net cash flows FHReRE 601,941 (561,737)
Exchange differences fEH =% 6,937 13,718
At the end of the reporting period mEHR 5,192,072 4,589,179
35. COMMITMENTS 35. K
(a) Capital commitments (a) &AM

At the end of the reporting period, capital expenditures contracted for, RIREHM KT NEHRELENEARAEZHMT ¢

but not yet incurred are as follows:

2025 2024

2025 2024 F

RMB’000 RMB’000

AR¥ T ARBFT

Property, plant and equipment THE IHERE 833,903 84,030

(b)

Concession projects and construction projects contracted at the
end of the reporting period, but not yet incurred are as follows:

Concession projects and construction projects

FAFBABKEREAR

RBEMRBFITENABENBHFEER
BREEWNOT:

(b)

2025 2024

2025 2024 5
RMB’000 RMB’000
AE#®FT ARBET T
706,710 730,962
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E+—F GHUEBERZX

& O B %5 3 3 Bf 5 (B

For the year ended 31 December 2025 #;E2025%4 12 A31H It F &

36. RELATED PARTY TRANSACTIONS

Parties are considered to be related if one party has the ability, directly
or indirectly, to control the other party or exercise significant influence
over the other party in making financial and operation decisions.
Parties are also considered to be related if they are subject to common
control.

The Company is controlled by KDI, which is a government-related
enterprise established in the PRC by the State-owned Assets
Supervision and Administration Commission of the Kunming
People’s Government (“Kunming SASAC”). In accordance with
IAS 24 (Revised), “Related Party Disclosures”, issued by the IASB,
government-related entities and their subsidiaries, directly or indirectly
controlled, jointly controlled or significantly influenced by the PRC
government are defined as related parties of the Group. On that
basis, related parties include KDI and its subsidiaries (other than
the Group), entities controlled by Kunming SASAC, other entities
and corporations in which the Group is able to exercise significant
influence and key management personnel of the Company and as well
as their close family members. The Group’s significant transactions
and balances with the PRC government and other entities controlled,
jointly controlled or significantly influenced by the PRC government
mainly include purchases of assets, provision of financial assets, bank
deposits and bank borrowings and related trade and other receivables,
trade and other payables, borrowings, term deposits with initial term
of over three months, cash and cash equivalents. The directors of
the Company believe that the meaningful information of related party
transactions has been adequately disclosed in the consolidated
financial statements.

The following is a summary of the significant transactions carried out
between the Group and its related parties in the ordinary course of
business during the year ended 31 December 2025, and balances as
at 31 December 2025 arising from those related party transactions.

36. FABAXRS

M- AR EEAMEESNS - THEELEY
BREBERERHS —THRMEATE LS
WEREFAB MREFTHABDIEMTES - 1
W DR -

ARAXERHECKREES EREHDTARK
FEEEAEEEERZES(RPATRHEZDE
RERZN KRBT B AR RIE B SR
e R A Y BB & R B S 24 1 (B RT) [RE B
BEINAET BARABTERBUERTFERNFE
ERHEEES BAaZEHREAZENNE 2 A
WERRAEEEE T ERLARE BT ERE
ERELKRBENENBRR(AEERIN) BE
ATEREZEHONER HMAEHEMmiEdR
BMEAZENEEBNRAAURKAAIBREER
ABMERERBE AEEETBERF HhX+F
BBAES BEEHENERTENERN
MBEXRGLREXRBBEIZEEBEELEE &H
81 75 & B~ SR 177 FOM B R EA K AR B8 FE W BR SRR
HEp R BRNERAREMEMNR B3R RY
RASEANENERER URBRESRAEEFE
M- RARBEEZRREHUBRERCERDHE
THHRRMNEEREENHB IS -

U AEHE2025F12A3MB tFEAEEEHER
BAR—REEBEPIETERISINBE -
AR A2025F 12 A31B Z S A X SELEMGRTE -
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F+—F GHUBHRZX SHMBHRIMEGE

For the year ended 31 December 2025 #;E2025% 12 A31H It F &

36. RELATED PARTY TRANSACTIONS (continued) 36. FBEtA X 5 (&)

(a) Name and relationship with related parties (a) ZBINEEEATRE
Name of related party Nature of relationship ABH2RE RN =
KDI Controlling shareholder of the REFEMEKEE NN A HHE AR AR R
Company
Kunming DIG Controlled by Kunming SASACand E#ZERKEEEE XEBHRATEHEZES -
a minority shareholder of the KRR LEHRE
Company
IDI Controlled by Kunming SASAC and EXH#EKRE XERTEHEZTH -
a minority shareholder of the KRR DHBRE
Company
Kunming Gangtong Logistics Controlled by Kunming SASACand EMERYEEESE SZEPEWEEZEH -
Group Co. Ltd.* (E BB @¥ K a minority shareholder of the RARI(RBEERAM VNN RAPS /8 )
£ EAH R 2 7F)) (formerly known  Company BEEEERES
as Kunming State-Owned ERAQA)
Assets Management Co., Ltd.)
Kunming Xinzhi Investment Controlled by Kunming SASACand EBPFEKREERE ZREATEEZES -
Development Co., Ltd. a minority shareholder of the BRARQA] PiN/NIS| RS § )
Company
Xindu Investment Controlled by Kunming SASAC LA ZEHATEEZZES
KADI Controlled by Kunming SASAC RREEEERIEA ZERPETEEZES
Kunming Municipal Urban Controlled by Kunming SASAC REAMHERERE IEREATEHEZEH
Construction Investment & EREMERAA
Development Co., Ltd. (E'g B ([E MK
HERERBEBERETED A,
“Kunming Construction”)
Kunming Anju Group Co., Ltd Controlled by Kunming SASAC RBEMERES ZERPETEEZIEH
(BEATEREEBARLDA) BERAFA
Kunming Communications Controlled by Kunming SASAC BEBHMR L Tﬁ B& ZRBETTEEZE TS
Investment Group Co., Ltd. BEREMERF
(BEAMRBREEERR (TEHHX?QJ)
R & {T 2 A, “Kunming
Communications”)
Kunming Water Group Controlled by Kunming SASAC REAMKEE SRR EE TS
Co,Ltd. (EFAMKEERE EREMERAA
[® & £ 2 7, “Kunming Water ((RBAHmkHBER)
Group”)
Zhaotong Guorun Water Associate fA i B R K 7% B & 1 3
Suijiang Guorun Water Associate T BB KT B & 1 2
Yiliang Guorun Water Associate &R BEEKB Bk 2 1b 3
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For the year ended 31 December 2025 & £2025F 12 4318 [t F &

36. RELATED PARTY TRANSACTIONS (continued) 36. B A X 5 (&)
(b) Transactions with related parties (b) HEBEANXZS

Save as disclosed elsewhere in this report, during the years ended % KRR & H b 30 5 BT T & 5 H 220255 &
31 December 2025 and 2024, the Group had the following significant 2024412 A31B It EE AEBHEHBEK H HE X

transactions with related parties: RPWMT

0) Loans repaid from related parties: (i) AT EEER
2024
2024 F
RMB’000 RMB’000
AR¥ T AR T
Anju Group ZE&E 8,000
KADI ERAREBERKRE 200
8,200

(ii) Interest income from related parties: (i) 78 B 7 A B A
2025 2024
2025 2024 F
RMB’000 RMB’000
AR¥ T AREFT
Kunming DIG ERAEREEEH 16,038 15,874
Anju Group ZE&E 4,852 5,935
Kunming Construction B RR 1% 14,434 16,123
Zhaotong Guorun Water R @B E K 9,907 10,055

45,231 47,987
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For the year ended 31 December 2025 & £2025F 12 A31 8 It F &

36. RELATED PARTY TRANSACTIONS (continued) 36. B A X 5 (&)

(b) Transactions with related parties (continued) (b) HEABANZ S (E)
(iliy  Services provided to a related party: iy MmM—FB@EBASRENKRY

2025 2024

2025 4 2024 5
RMB’000 RMB’000
AR F T AR T

KDI BHEMEKEE Operation and management services & & & 3% iR %5 182,450 175,225

(c) Key management compensation (c) HEETEANBEHMH

Key management includes directors (executive and non-executive), BB ERAEBREEFT(MITRIEHT) EFR
supervisors and chief executives. The compensation paid or payableto &S THAE - FAsiBEHEE A B FIZH RS A
key management for employee services is shown below: HEXNREZNOFMET :

2025 2024

2025 2024 %
RMB’000 RMB’000
AE#®FT ARBETF T

Fees we 468 520
Salaries, wages and bonuses TH] - & MER 677 750
Contributions to pension plans RIK€ Tl 288 316
Housing funds, medical insurance and FEAEZ BERBRMEMT SRR

other social insurance 232 261

1,665 1,847
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For the year ended 31 December 2025 & £2025F 12 4318 [t F &

36. RELATED PARTY TRANSACTIONS (continued) 36. B A X 5 (&)

1B ARSHBRER

Kt

(d) Balances with related parties (d)

\}

(i) Trade and other receivables due from related parties (before (i) FEMW R SERREMERRGIHIRERR

loss allowance): &Rl
2025 2024
2025 §F 2024 F
RMB’000 RMB’000
ARBTF T ARKTF
KDI ERAEMNKREAE 550,133 584,551
Xindu Investment AR E 23,472 23,472
Kunming DIG* ERABRREEE 202,251 200,560
KADI ERREBERRE 6,834 6,834
Kunming Construction* B R 203,328 188,027
Anju Group* ZEEE* 72,000 72,000
Zhaotong Guorun Water R @B E K 299,680 288,828
Suijiang Guorun Water #T B B K % 100 1,000
Yiliang Guorun Water R BEHKB 17,582 17,772
1,375,380 1,383,044
# Balances due from related parties above include below balances which ~ # R AR T AREEENTEENEKRE
are related to loan with interest terms (note 36(b)(ii)) and repayable on AIREREENERE B &5 (M E36(b)ii) :
demand:
2025 2024
2025 £ 2024 4F
RMB’000 RMB’000
AR ¥FiT ARBFT
Kunming DIG EBHRAERIEES 200,000 200,000
Kunming Construction B 180,000 180,000
Anju Group ZEE 72,000 72,000

452,000 452,000

Except the above mentioned balances, other receivables are B L& 840 bR AEIKTF - £ B8 W R R
unsecured, interest-free and will be settled upon demand by the Group. ANEBE W ERK4&4E -
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CHAPTER ELEVEN CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
F+—% cHUGHRR GHUVHRRMAEE

For the year ended 31 December 2025 & £2025F 12 A31 8 It F &

36. RELATED PARTY TRANSACTIONS (continued) 36. B A X 5 (&)

(d) Balances with related parties (continued) (d) HEBAZGHEGREE)
(ii) Other payables due to related parties: (ii) FE 15 B8 Bk 5 69 B b BB ST K

2025 2024

2025 4 2024 €
RMB’000 RMB’000
AR#FTT ARBFT

Acquisition of property, plant and equipment: B ELHE - THRERE :

Xindu Investment FrEmE 28,942

Acquisition of land use right: BE L s A

Xindu Investment FEmE 31,000

Borrowings (non-bank): ERERT) ¢

Kunming Communications* BHARE* 445,440

Others: Hith:

KDI BRHHEMKRE 57,526 7,301

Zhaotong Guorun Water A3 i B B K 15 155 155

Suijiang Guorun Water 4257 BB K 7% 1,574 2,474
141,927 515,312

L The borrowing was unsecured, interest-bearing at 6% and no fixed  * ERTERERER BRANER6%WEEZHR

repayment terms. EEFER -
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CHAPTER ELEVEN CONSOLIDATED FINANCIAL STATEMENTS

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

E+—F AHUMBHRR AHMBHRIRMWEGE

For the year ended 31 December 2025 & £2025F 12 4318 [t F &

36. RELATED PARTY TRANSACTIONS (continued) 36. B A X 5 (&)
(d) Balances with related parties (continued) (d) HEBAZGHEREE)
(i) Contract liabilities dealt with a related party: (i) H-—FEBAIXINERBEE:
2025 2024
2025 £ 2024 F
RMB’000 RMB’000
AR® T ARBFT
KDI ERHAEMKEAE 2,921 2,921
(iv)  Net financial assets at amortised cost (iv) LEERAFTENCREETFE
2025 2024
2025 £ 2024 F
RMB’000 RMB’000
AR# T ARBFT
KADI ERAREBERKRE 59,400 119,600
(e) Guarantee provided for related parties (e) AR ARENER
2025 2024
2025 £ 2024 F
RMB’000 RMB’000
AR® T ARBFoT
Kunming Water Group EBAMKEE 100,000 110,000
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37. SUBSIDIARIES

Particulars of the Group’s principal subsidiaries for the years ended
31 December 2025 and 31 December 2024 are set out below:

Name of subsidiary

WBLRER

Yunnan Reclaimed Water Industry Co., Ltd.
(ZERKIZER R, Yunnan
Reclaimed Water’)

EHPKIZARLAZESK])

Kunming Wastewater Treatment and Operation

Co, Lt (REMAKEEEEARALAD

i, “City Operation’)
ERATAKREEEAREALT
([HmER])

Kunming Dianchi Logistics Co., Ltd. (& % 214

fERET L, ‘Dianchi Logistics’)
ERERNTAREALA(E DR

Xundian Dianchi Water Co. Ltd. (4 7k
BB 27, “Xundian Wastewater’)
EEMKEERDA(BATKRE])

Shidian Dianchi Water Treatment Co., Ltd. (14
kBB R 27, “Shidian Water’)
BEELKBERAA(HAXE])

CHAPTER ELEVEN CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

EF+—=

EHMBHRET SHMBHRERMWEGE)

For the year ended 31 December 2025 & £2025F 12 A31 8 It F &

Place of operation/ Issued ordinary
incorporation and date  sharelregistered
of incorporation share capital
BE/HRAING BEAEER/
RARBIEH ERUE-E
RMB 000

ANEETFT

PRC, 28 March 2002 10,000
P E 2002937288 10,000
PRC, 15 June 2005 3,000
R 200556 F 150 3,000
PRC, 15 June 2005 11,200
R 2005567158 11,200
PRC, 30 April 2009 10,000
FE 2009547308 10,000
PRC, 21 July 2014 23,300
PR 2014ETA21H 23,300

37. MBRA

MREE2025F12A31H k# £2024 128318 1k

FE AEBETEMNBRIRANFBET

Proportion of nominal value of issued share capital/

registered capital held by the Company
FAABENCEGRE/HRERNEE L

2025 2024

025% 224
Directly  Indirectly Directly Indirectly
E# A& B& %

100%

100% =

100% =

100% S

100% =

100% S

100% =

100% =

100% S

100% =

100% =

RRENKBEROBARRF 2025F EHE

Principal activities

TEEH

Reclaimed water
Supply

Bkt
Operation of
wastewater

treatment facilities
AKRERENES

Logistics and leasing
services

M kBERH

Wastewater treatment

AKRE

Wastewater treatment

BKEE

Kind of legal
entity registered
under the law
REHREME
HAER

Limited liability

BRAR

Limited liability

BRER

Limited liability

BREfR

Limited liability

BRARE

Limited liability

BRAM
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CHAPTER ELEVEN CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
B+—5 GHUBRRT &M BREWEGE

For the year ended 31 December 2025 & £2025F 12 4318 [t F &

37. SUBSIDIARIES (continued) 37. WBARAE)

Proportion of nominal value of issued share capital/
registered capital held by the Company
ARABEMBEGRE/AREANEELA

Place of operation/ Issued ordinary
incorporation and date  sharelregistered
Name of subsidiary of incorporation share capital 2025 2024
BE/HRAINEG BEALER/
WEAR AR REARBLEH AREA 20255 20045
RMB'000 Directly Directly Indirectly
ARETFT Ef BE& B
Zhuji Dianchi Water Treatment Co., Ltd. (FZE  PRC, 30 November 2015 25,000 100% 100% S
HKEER A, ZThuji Water')
EREMARERAA(RERS) RE 2015511308 25,000 100% 100% -
Ziyunxian Dianchi Water Treatment Co., Ltd. PRC, 12 January 2016 12,000 100% 100% -
(REZENKBERLF, Ziyun Water')
REGENKBERDATEEKE)) B 2016517128 12,000 100% 100% -
Renhuai Water Treatment Co., Ltd. (= &7k PRC, 5 January 2011 10,000 100% 100% -
BEER D, ‘Renhuai Water)
CREBKBERDATCRAE) PE - 2011E1A50 10,000 100% 100% -
Kunming He'ertai Environmental industry and PRC, 7 February 2002 10,000 51% 51% S
trade Co., Lid. (RHAMRERIZAERE
{T2 7, “He'ertai Environmental’)
ERAMRERIZERELAR MR 200252878 10,000 51% -
(MmERE)
Shuangjiang Dianchi Water Treatment Co., Ltd. (% PRC, 8 October 2016 10,000 100% S
T E k%5 R 27, “Shuangjiang Water')
STEMABRERAA(RIAE) RE 201651078 10,000 100% -
Dian Chi Water Treatment (LAOS) Sole Co., Ltd.  LAQS, 22 August 2016 51,412 - 100%
(‘Laos Water")*
ErkB(ER)BEERAD(ERKE]) 4016587220 51412 - 100%

Laos Water has completed liquidation in June 2025.
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ZBKEE N202556 A TR EE -

Principal activities

IREH

Wastewater treatment

AKRE

Wastewater treatment

AkEE

Wastewater treatment

AkEE

Manufacturing and

sales of chemical

products

TEERLERHE

Running water supply

BRK (G

Wastewater treatment

AkEE

Kind of legal
entity registered
under the law
REEEERY
HAER

Limited liability



CHAPTER ELEVEN CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

EF+—=

37. SUBSIDIARIES (continued)

EHMBHRET SHMBHRERMWEGE)

For the year ended 31 December 2025 & £2025F 12 A31 8 It F &

37. MIB A (E)

Proportion of nominal value of issued share capital/

registered capital held by the Company
FAAHENCEARE/ERESNEE LY

Directly
E#

100%

Place of operation/ Issued ordinary
incorporation and date  sharelregistered
Name of subsidiary of incorporation share capital
B2/HMALNE BERLER/
WEAR AR RARBIEH EREx
RMB 000
ANEETT
Haian Qutang Dianchi Water Treatment PRC, 6 July 2009 4,400
Co, Lid. (EXBEEDKBERAT,
“Qutang Water’)
BRHREENKBERAA(HERE) Ml 20095768 4,400
Hongze Dianchi Water Treatment Co., Ltd. PRC, 6 March 2006 78,900
(AZEkBER L, Hongze Water')
HRERKBARAR(LEKE]) 20065360 78900
Haian Libao Dianchi Water Treatment Co., Ltd. PRC, 7 July 2009 2,000
(BZZREHKBARD A, ‘Libao Water')
BREENKBERLA (2 BKE]) ME - 200957A7H 2,000
Liuyang Dianchi Water Treatment Co., Ltd. PRC, 21 April 2006 126,900
(BB & KB E R 2, Liuyang Water')
ABERKBERDATHRERE) HE 2006647218 126,900
Kunming Dianchi Water Environment Monitoring ~ PRC, 31 March 2017 5,000
Co, Ltd (RRERKBEEEUERAT,
‘Environment Monitoring’)
EREABRRATARRAD(RERN) 8 0738310 5,000
Kunming Dianchi Water Jizhen Co., Ltd. PRC, 11 April 2017 10,000
(BRELKBEASKREARLE, Jizhen
Water’)*
BRI ABREERKRRARAT RE2017F4A11B 10,000
([&EKH])
* Jizhen Water has been merged by City Operation in August 2025.

Kind of legal
entity registered
2025 2024 Principal activities ~ under the law
REERERE
20255 2004% IB%% HAER
Indirectly Directly Indirectly
B& ER B
100% - Wastewater treatment  Limited liability
100% - AKEE EREE
100% - Wastewater treatment  Limited liability
100% - AKRE EREE
100% - Wastewater treatment  Limited liability
100% - BKRE EREfR
100% - Wastewater treatment  Limited liability
100% - AKEE EREE
100% - Water quality testing ~ Limited liability
100% - KEAH ERER
100% - Operation of Limited liability
wastewater
treatment facilities
100% - FKRERENEE BERAE
* SHKEBER2025F8 A HMEE S -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
¥+—F aHUBHRx SHVHBRRMEGER

For the year ended 31 December 2025 & £2025F 12 4318 [t F &

37. SUBSIDIARIES (continued) 37. WBARAE)

Proportion of nominal value of issued share capital/
registered capital held by the Company
ARABEMBEGRE/AREANEELA

Place of operation/ Issued ordinary Kind of legal
incorporation and date  sharelregistered entity registered
Name of subsidiary of incorporation share capital 2025 2024 Principal activities ~ under the law
BE/HRAINEG BEALER/ REERERE
WEAR AR REARBLEH AREA 20255 2004% E3-E 3] HAER
RMB'000 Directly  Indirectly Directly Indirectly
ARETFT Ef BE& B
Leshan Debei'ao Water Treatment Co., Ltd. PRC, 11 August 2014 70,000 100% 100% - Wastewater treatment  Limited liability
(ZWEERKEER AT, Leshan Water')
BUBERKBERAF (LX) RE2014F8F11A 70,000 100% 100% - AKEE BREfE
Zhuji Dongda Ciwu Water Treatment Co., Ltd. PRC, 22 July 2013 24,100 100% 100% - Wastewater treatment  Limited liability
(REMRARBIKERARAR,
‘Dongda Water’)
ZETRARBAKREERATFEAKE]) H8 2013%75220 24,100 100% - AKRE EREE
Yiliang Dianchi Water Treatment Co., Ltd. PRC, 26 September 40,000 100% - Wastewater treatment  Limited liability
(EREBKERRDA, Yiliang Water) 2018
BERENKBERAATERKE) 2018597260 40,000 100% - BKRE EREfL
Dianchi Intemational Holdings Limited (& % Hong Kong, 25 January 170,462 100% - Investmentholding  Limited liability
R AR 27, ‘International Holdings’) 2018
ERERERARAD(ERER]) B 2018515258 170,462 100% - REBR BRER
Luguan Dianchi Water Treatment Co., Ltd. PRC, 21 October 2019 3,000 100% - Wastewater treatment  Limited liability
(RBERKBER LT, Luquan Water')
BRERKBARLD(RBKH) mE - 2019510A21A 3,000 100% - AKRE EREE
Kunming Dianchi Solid Waste Disposal Resources ~ PRC, 22 February 2019 13,000 100% - Utilisation of solid Limited liability
Utilisation Co., Ltd. (RS EHEEREZFI waste
FIRARE TR, ‘Solid waste utilisation’)
EREMERREERIARAREALT PE019F2722A 13,000 100% - EEENVA EREfR
(EB&ER)"
¢ Solid waste utilisation have been merged by Dianchi Logistics in August ~ * B fE &R B R 202548 A W R MY R A O o

2025.
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CHAPTER ELEVEN CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

EF+—=

37. SUBSIDIARIES (continued)

EHMBHRET SHMBHRERMWEGE)

For the year ended 31 December 2025 & £2025F 12 A31 8 It F &

37. MIB A (E)

Proportion of nominal value of issued share capital/
registered capital held by the Company
ARAREMBEGRE/EREANEELA

Place of operation/ Issued ordinary Kind of legal
incorporation and date  sharelregistered entity registered
Name of subsidiary of incorporation share capital 2025 2024 Principal activities ~ under the law
BE/HRAING BERLER/ REERERE
WEAR AR RARBIEH EREx 025% 4% IB%H EABE
RMB'000 Directly  Indirectly Directly Indirectly
ANEETT E# B& ER B
Kunming Tongdu Dianchi Water Treatment Co., ~ PRC, 13 May 2008 5,000 100% 100% - Wastewater treatment  Limited liability
Ld. (EREDERKBERA ), Tongdu
Water”)
ERANERKBERLATEH X)) Ml 2008457138 5,000 100% - KRR EREE
Putian Huake Environmental Protection PRC, 15 July 2009 55,000 100% - Wastewater treatment  Limited liability
Engineering Co. Lid. (EETERBERIES
[ 72 &, “Putian Huake Environmental’)
ERTENRRIEARLA R 200957 A158 55,000 100% - FBkEE ERER
(ERTENRR)
Eshan Dianchi Water Co., Ltd. (i L&tk %  PRC, 3 July 2020 5,000 100% - Wastewater treatment  Limited liability
12 7], “Eshan Water')
BIERABERA A THLKHE) ME 202057438 5,000 100% - AKEE EREE
Kumming Dianchi Solid Waste Disposal Co., Ltd. ~ PRC, 6 January 2021 30,000 100% - Solid waste treatment  Limited liability
(ERELERENRERRRMLT, Solid
Waste Disposal’)
ERENEREIREAREALT B 201%176A 30,000 100% - BEENRE EREfR
(EBEYRE))
Kunming Dianchi Water Construction Management ~ PRC, 29 January 2022 4,900 100% - Construction Limited liability
Co., L ERENKBRRERARAR, management
“Water Construction Management’)
REENKBEREEERAN(BAERE]) HE 202F17290 4,900 100% - IREERE EREfR
* Eshan Water has completed liquidation in May 2025. * 1Lk 3B 0202565 A kB & -

RRENKBEROBARRF 2025F EHE
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¥+—F aHUBHRx SHVHBRRMEGER

For the year ended 31 December 2025 & £2025F 12 4318 [t F &

37. SUBSIDIARIES (continued) 37. WBARAE)

Proportion of nominal value of issued share capital/
registered capital held by the Company
FAARENECETRE/ERERNEE LY

Place of operation/ Issued ordinary Kind of legal
incorporation and date  sharelregistered entity registered
Name of subsidiary of incorporation share capital 2025 2024 Principal activities ~ under the law
BE/HRAINEG BEALER/ REERERE
WEAR AR REARBLEH iMEx 025% 145 IBRH EABE
RMB'000 Directly  Indirectly Directly Indirectly
ARETFT Ef [ BE& B
Kunmnig Dianshui Vocational Skills Training PRC, 4 January 2022 200 NA 100% - Training services Limited liability
School Co., Ltd. (2 BB K& £ R #3221 21
£ %27, “Training School’)
EREKBEREANERERAA hE - 02F1540 200 100% - BERES BRER
([EAN28])

None of the subsidiaries had issued any debts securities during the FRMENBE QXA AR TEAEHEES -
year.

The English names of the PRC companies are translated for HFEARIMEXZBEH EEH®HEN A -
identification purpose only.

Training School has completed liquidation in May 2025. y Bl 2RER2025F5 A TR EEH °

300 2025 Annual Report Kunming Dianchi Water Treatment Co., Ltd.



CHAPTER ELEVEN

CONSOLIDATED FINANCIAL STATEMENTS

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
F+—F aHUHHRRT SHUHHRRMEGE

For the year ended 31 December 2025 & £2025F 12 A31 8 It F &

38. COMMITMENTS UNDER OPERATING LEASE

The Group as lessor

The Group leases its investment properties to third parties under
operating leases with a lease term of 8 to 12 years (2024: 1 to 12
years).

Below is a maturity analysis of undiscounted lease payments to
be received from the investment properties subject to an operating
lease. The future aggregate minimum rental receivables under
non-cancellable operating leases are as follows:

Within 1 year 16 A

Over 1 year and within 2 years F1EZE25F
Over 2 years and within 3 years F2EREIF
Over 3 years and within 4 years FIFEEALF
Over 4 years and within 5 years FAFEESF
Over 5 years E5F %

38. BEHEEXKIE
AEMEERHBA

AREERBELLHNEKEREMELATE=H "
HEHMN T HR8E12F(2024F : 1E12F) ©

NTRABKEHENREMER T WRIRAKRE
ABHENFEZIHAOHT - BETITRBELLH
ENRREEEERESEENT

2025 2024

2025 % 2024 4
RMB’000 RMB’000
AR#EFT ARETTT

14,831 15,539
15,390 14,831
13,840 15,390
4,696 13,840
4,097 4,696
18,492 22,589

71,346 86,885
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
¥+—F aHUBHRx SHVHBRRMEGER

For the year ended 31 December 2025 & £2025F 12 4318 [t F &

39. STATEMENT OF FINANCIAL POSITION OF 39. AXRMBMRRE

THE COMPANY

Information about the statement of financial position of the Company at
the end of the reporting period is as follows:

Non-current assets

Investment properties

Right-of-use assets/land use rights

Property, plant and equipment

Receivables under service concession
arrangements

Amounts due from customers for
construction contracts

Trade and other receivables

Contract assets

Intangible assets

Investments in subsidiaries

Interests in associates

Deferred tax assets

Current assets

Amounts due from customers for
construction contracts

Inventories

Financial assets at amortised cost

Trade and other receivables

Cash and bank balances

Restricted funds

2025
2025 4§
RMB’000
AR¥T T
ERBEE
&Y 217,985
EREEE THERAE 369,030
TEHE IHERXE 2,051,122
B EEERZ T ERRE
476,303
FREFPEEARK
774,990
FE U5 BR SR S H A FE WK 222,739
BEREE 161,131
mEAE 3,024
BERKE R A 1,941,906
Bt & & 39,330
RIEREE E 117,385
6,374,945
REBEE
ElREFEZEARK
45,771
=Sy 755
NEERAHENSREE 59,400
FE U2 BR 3R I H 8 U R 6,546,026
& RIBITHE 143
ZREE 2,126

6,654,221
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FHERBEHRRARAUBRARZTZEHDT

2024

2024 4
RMB’000
ARETT

243,102
378,887
2,029,815

793,651

427,621
155,823
7,399
1,635,048
35,661
94,334

5,801,341

23,239
1,647
119,600
6,118,098
88

440

6,263,112



CHAPTER ELEVEN CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
F+—% cHUGHRR GHUVHRRMAEE

For the year ended 31 December 2025 & £2025F 12 A31 8 It F &

39. STATEMENT OF FINANCIAL POSITION OF 39.
THE COMPANY((continued)

EnEMBRREGE)

2025 2024
2025 2024
RMB’000 RMB’000
AR®T T AREFT
Current liabilities REAaR
Trade and other payables FE - BR 3% I A b BB AT K 2,019,723 2,726,524
Contract liabilities ERAaE 12,048 24,374
Tax payables FE 1 B 18 237,587 174,950
Borrowings f& 3K 2,974,717 1,873,251
5,244,075 4,799,099
Net current asset RBEEFE 1,410,146 1,464,013
Total assets less current liabilities BMEERTDER 7,785,091 7,265,354
Non-current liabilities k¥rEBaE
Deferred revenue iR T 4 = 654,731 306,621
Borrowings R 2,074,352 2,087,271
Deferred tax liabilities BERIEAE 230 3,998
2,729,313 2,397,890
NET ASSETS EEFHE 5,055,778 4,867,464
Capital and reserves BEARREE
Share capital (Note 31) A& 7 (B £ 31) 1,029,111 1,029,111
Other reserves (Note) H b & B A ) 1,682,853 1,664,022
Accumulated profits (Note) B IF Woas (M 7) 2,343,814 2,174,331
TOTAL EQUITY W AR 5,055,778 4,867,464
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For the year ended 31 December 2025 & £2025F 12 4318 [t F &

39. STATEMENT OF FINANCIAL POSITION OF 39. ZARXARMBHRRERE)
THE COMPANY(continued)

Note: B
RESERVES MOVEMENTS OF THE COMPANY APRAREED
Other reserves
H 4
Property
Share Statutory revaluation Total Accumulated
premium reserve reserve reserves profits
MEER
B A& B HEERE % REBR BEWRE
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

AREFT ARETT AREFTT AREFTT ARETRT

At 1 January 2024 202451818 1,283,440 341,174 9,658 1,634,272 1,911,622
Profit for the year FEFE - - - - 292,459
Transfer to statutory reserves REAE B = 29,750 = 29,750 (29,750)
At 31 December 2024 and R2024512A31H R

1 January 2025 202541 A108 1,283,440 370,924 9,658 1,664,022 2,174,331

Profit for the year FEFE - - 188,314
Transfer to statutory reserves REATHE 18,831 18,831 (18,831)

At 31 December 2025 ®2025612A31H 1,283,440 389,755 1,682,853 2,343,814

40. EVENTS AFTER THE REPORTING PERIOD 40. REHWEER

There were no significant events affecting the Group afterthe yearend REXRZEEEAREBH MEFZERKEEH
up to the date of this report. EREIE-
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CHAPTER TWELVE ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT
E RE-HERERERBE

&k

E+=

During the Reporting Period, the Company has complied with the
“comply or explain” provision set out in the “Environmental, Social and
Governance Reporting Code”.

In order to enable stakeholders (including shareholders, investors,
regulatory authorities, customers, employees, partners and
communities) to understand the Environmental, Social and Governance
(“ESG”) Reporting Code (the “ESG Code”) of the Group, this report
has been prepared. We hope this report would allow investors to better
understand the Company’s performance in environmental, social and
governance aspects, so as to improve its management system and
efforts in promoting sustainable development system. This report
covers the period from 1 January 2025 to 31 December 2025 (the
“Reporting Period”). The reporting scope of this report covers the
core business of the Company and its subsidiaries.

In preparing the environmental, social and governance report, in
terms of the principle of materiality, we considered the significant
economic, environmental and social impacts caused by the Group
after taking into account the nature and development of the Group’s
business, and identified the current major sustainability issues
through communication with stakeholders. In terms of the principle
of quantitative key performance indicators (KPls), where practicable,
we have adopted a quantitative approach to disclose the Group’s
environmental and social KPIs; and the reporting methodology for this
report remains consistent with that of 2024.

b

BEHAR ARACETEBRE HERER
BESFADRIN [T ETREE] R -
gfr—ﬁ

ARBRENZHBAS(BEEREERESE -

®E BEP BI AEBH HEB)TERASEN
RE 1@ RERIESG]) & <FRI(TESG A ])
BEUTARE RAFEEBENRE BERKR

EEE B THABARRRE HLEeMERTEH

MEE ULESAHEERERER EBAE
a%*)?é Bl o ABREREHR B2025F1 18 E

202512 A3IA(TREY D) - AW ENERBE
BMEARBREWMBRBRMNELOER-

ERBERR HekErlsRh BEEMLRAUS
H HMECAEEEXBEENER E84AKE
HEBE BRERHENEAYE RRNBEBEFNH

ENBEBR BB NNEARKEERAE -TH
REMESELCRITEH EAITHBERT  HAM

FREBELODTARBEAEENREN L ERRS

BIEE  ARMENRERT EM2024F ERF —H o
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CHAPTER TWELVE ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

$+-% BE HAREREE

The Board is responsible for determining and evaluating the ESG
structure, policies and risks of the Group and it has included the ESG
matters in the risk management and internal monitoring system of the
Group. The Company has established an environmental protection
task force consisting of senior management and persons in charge of
each of the Company’s major departments, which is responsible for
organisation and management of the Company’s regular environmental
protection task and the regular standard operation of the environmental
management system. Each subsidiary and business unit is responsible
for the implementation of the Company’s environmental, social and
governance policies, reporting to the Company’s dedicated safety
and environmental protection management department on relevant
problems identified in the course of implementation, and receiving
guidance from such department on matters within its delegated
authority. Where there are deviations from the relevant policies,
the safety and environmental protection management department
shall report to the environmental protection task force and, after
consideration and assessment, senior management shall raise specific
issues with the Board to discuss and obtain guidance from the Board
on relevant matters, so that the relevant policies can be improved and
measures can be put in place. Management has confirmed that the
system of environmental, social and governance is effective. Both the
management and relevant staff of the major subsidiaries and functional
departments have participated in preparing the ESG Report, assisting
the Group to review its operations and identify relevant ESG matters
as well as evaluating the importance of the above to our businesses
and to each stakeholder.

The Company’s main businesses are wastewater treatment and supply
of reclaimed water and running water. In view of the characteristics
of the industry and the important factors identified in our daily
operation and management activities, we consider that the amount of
sludge generated and its harmless treatment and disposal, and the
compliance of effluent with the discharge standards are important

factors of environmental impact.
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A. ENVIRONMENT

As a water and environmental protection enterprise, the Company
insists on integrating compliant discharge, synergy between pollution
reduction and carbon reduction, safe sludge disposal, and smart
supervision throughout its business operations. Since its inception,
adhering to the concept of green development, the Company not only
actively protects resources and the environment through carrying out
green business, but also plants green living ideas in the minds of our
employees which are fully carried through in every process of our
production and operation.

In terms of management system construction, based on the standards
and specifications such as GB/T24001-2016 “Environmental
Management System Requirements and Guidelines” (GB/T24001-2016
(REBEEBERRZE K K EMAIEB)), GB/T19001-2016 “Quality
Management System Requirements” (GB/T19001-2016¢ & £
fE % Z 3k ))and GB/T45001-2020 “Administrative System
Requirements on Occupational Health and Safety with Guidance
for Use” (GB/T45001-2020¢ Bt k2 R T 2 E B B X 2K K& A
¥ ® )), etc.,

standardised environmental management system closely in line with

=

=
(=)

the Company continues to perfect and improve the its

the characteristics of the Company and the industry.

In terms of pollutant emission control, the Company ensures compliant
discharge and monitoring of exhaust gas through measures such as
optimizing production processes and installing exhaust gas treatment
equipment. Strictly following national and local discharge standards,
we have established a comprehensive sewage treatment and water
quality monitoring system to ensure that the tail water meets the
corresponding water quality requirements before discharge. Meanwhile,
we have established detailed process specifications for the generation,
collection, storage, transportation and disposal of both hazardous and
non-hazardous wastes to ensure that the treatment and disposal of
wastes complies with the requirements of relevant laws, regulations
and industry standards to reduce the impacts on the environment.
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In terms of greenhouse gas emission management, the Company pays
close attention to the emission of greenhouse gases such as carbon
dioxide, methane and nitrous oxide, actively adopts energy-saving and
emission-reducing measures, and strives to reduce greenhouse gas
emissions. In 2024, the Company’s No. 7 and No. 8 Water Purification
Plants located in Kunming were recognized as “green and low-carbon
benchmark wastewater treatment plants” by the General Office of
the National Development and Reform Commission and the General
Office of the Ministry of Housing and Urban-Rural Development.
Taking this as an opportunity, the Company treated these water
purification plants as benchmarks in 2025 to actively promote the
benchmarking of other operating water purification plants against such
plants, so as to boost pollution reduction and carbon reduction through
management optimization. Meanwhile, the Company has captured the
opportunities brought by the policy of national infrastructure renovation
and transformation, and promoted the renovation and transformation
of old equipment and high energy-consuming equipment. During the
renovation and transformation process, priority is given to the selection
of production equipment with high efficiency and low consumption, and
consumption reduction planning is well-executed to reduce indirect
greenhouse gas emissions.

The Company attaches great importance to compliant operations and
continues to pay attention to environmental policies and information,
and ensures its staff comprehend the latest applicable environmental
laws and regulations, policies, industry trends and domestic and
international best practices in the industry through our internal
management procedures. During the Reporting Period, the Company
strictly complied with the relevant laws and regulations and there were
no cases of violation of the environment-related laws and regulations
that caused significant impact on the Company. In addition, the
Company actively advocates green office practices, and contributes to
green development through its own actions such as paperless office,
water and electricity conservation.
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We have formulated a relatively perfect emergency plan for sudden
environmental events and established a mechanism for continuous
improvement. We conduct a retrospective evaluation of the emergency
plan at least once every three years and make timely revisions as
required to ensure the applicability of the emergency plan. We identify
and evaluate the major environmental risks affecting production and
operation. Layered monitoring is carried out by each plant, each
section (team) and operators during the production phase based
on the risk level of environmental risk sources and the degree of
impact on the environment to detect environmental risk factors in a
timely manner and take appropriate measures to control them. To
continuously raise the environmental awareness of employees and
hone their operational skills in emergency response to environmental
incidents, we have established a normalized emergency drill
mechanism. We systematically organize and conduct emergency
drills for environmental incidents at different water purification plants
every year to enhance employees’ emergency response capabilities
under various environments. During the Reporting Period, we have
specifically selected a water purification plant as the drill site, and
arranged practical simulated emergency drills for core risk segments
such as emergency repair of facility and equipment failures, as well
as prevention, control and disposal of sewage overflow. Through the
drill, we have further tested the feasibility of the emergency response
procedures, effectively enhancing the rapid response, cooperation, and
on-site disposal capabilities of all participating employees in respect
of environmental emergencies, thereby strengthening the Company’s
ecological and environmental safety defence line.
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The Company equips itself with equipment and facilities in strict
compliance with relevant laws and regulations and industry standards
to formulate and improve the Company’s “Environmental Protection
Work Management Measures (Trial)” ((IRER#E TEBE R L (A
17))) by taking into account the actual production of each business
segment of the Company. The Company has adopted new technology,
new processes and new materials, and strictly abided by the “three
simultaneous principles” that safety, occupational health, environmental
protection and fire safety facilities of construction projects should
be designed, constructed, put into production and used at the same
time as the main project to improve the working environment, reduce
the risk of environmental pollution through technology advancement
and strengthen management of environmental protection. The
Company has established a sound environmental risk inspection
mechanism, defined management responsibilities, strengthened
hazard detection and governance and other management measures,
strengthened daily identification and management and control of
risk sources. The Company has established a special agency and
arranged staff responsible for safety and environmental management
works, established daily checking system to ensure record-keeping
with integrity and achieve safety production purposes through timely
rectification. Employees in various categories are able to familiarise
themselves with the requirements of environmental management
and operation of their posts through strengthened education and
training for employees. We enhanced the environmental awareness
and skills of the employees, ensured normal operation of production
and management to give full play to the role of sewage treatment
facilities in intercepting and treating pollution, avoided and reduced the
destruction and losses of natural environment and social environment
brought by sudden environmental events, guaranteed the safety of
lives and properties of the Company, the society and the employees.
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A1. Emissions

As an enterprise that engages in pollution control and environmental
protection, the Company takes sustainable development as its
guiding principle and takes the impact of projects on the environment
into consideration in its business decision-making, instead of solely
pursuing economic efficiency. The Company pays attention to the
harmonious coexistence of humans and nature.

Within the scope of the Company’s business, all the emissions are
processed in strict accordance with the “Environmental Protection
Law of the PRC” ({2 A R £ # Bl IR 35 {R #& ’£)), the “Discharge
Standard of Pollutants for Municipal Wastewater Treatment Plant” ({35
$E 55 7K BE BE RS 2 ¥ HE RIZ %)) (GB18918-2002), the “Evaluation
Standard of the Operating Performance of Urban Sewage Treatment
Plants” ({3 8 )5 /K B2 12 & & & 8 77 B 17 %)) (CJJ/T228-2014)
and other relevant laws, regulations, and standards. Our sewage
treatment plant in Dianchi Lake Basin has completed upgrading and
reconstruction in 2011 and its effluent quality has reached the Class |
Standard A standard. In particular, the main effluents such as Chemical
Oxygen Demand (COD), Total nitrogen (T-N), Total phosphorus (T-P)
and Ammonia nitrogen (NH3-N) were 79%, 46%, 83% and 95% lower
than the emission limits of the national Class | Standard A standard in
2025, respectively.

1. Exhaust gas

During our production and operation, exhaust gas is mainly generated
from sewage treatment. In the process of transportation and purification
of wastewater, hydrogen sulfide, ammonia, methane, odour and other
gases generated by water flow turbulence, microbial reaction, sludge
treatment and other activities are small in quantity, instead of main
emissions of the Company. Our exhaust gas is targeted to meet the
Class Il standard set out in the “Ambient Air Quality Standards” ({38 &
E & 72 ®IZ#)) (GB3095-2012). The Company collected and treated
exhaust gas generated during operation through process technologies
such as ion deodorisation and biological deodorisation and monitored
the concentration of exhaust gases. During the Reporting Period, the
emission concentration of hydrogen sulfide, ammonia, methane and
odour were 0.005 mg/m?, 0.03mg/m?, 0.0008% and 12 (dimensionless)
respectively, all of which were below the emission limit and met the
national emission requirements.
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Although the exhaust gas is not the main and direct emissions of
sewage treatment, the Company has continuously optimised treatment
technology, standardised production process and minimised generation
of exhaust gas in order to reduce the impact of exhaust gas. The
Company strengthens the greening arrangement of the plant area
through plant greening of isolation around the source of odour gas to
ensure normal operation of biological and ion processing facilities by
collecting and treating exhaust gas. The Company also expands the
scope of monitoring by adopting a monitoring approach that combines
regular and irregular methods to monitor the concentration of hydrogen
sulfide, ammonia, methane and odour in the plant area.

2. Wastewater

The Company’s main business is sewage treatment, operation of water
supply facilities, reclaimed water utilisation, etc. We receive wastewater
and reduce the waste in it by way of treatment and purification. For
domestic sewage, equipment backwash water and some greening
water generated in the daily production and operation process, they
are collected through the pipe network in the plant area and then enter
the sewage treatment facilities again for treatment before discharge to
minimise the impact of wastewater on the environment and protect the
ecological environment of rivers and lakes. We take the water quality
standards prescribed in the “Discharge Standard of Pollutants for
Municipal Wastewater Treatment Plant” (G $8 55 7K 52 32 Bi5 2 ¥ 5E
HUIZ4E)) (GB18918-2002) as our effluent discharge control targets (i.e.,
Chemical Oxygen Demand (COD) below 50 mg/L, total nitrogen below
15 mg/L, total phosphorus below 0.5 mg/L, and ammonia nitrogen
below 5 mg/L). We strictly control effluent quality through process
optimization at each treatment stage, real-time data monitoring, and
enhanced monitoring of influent and effluent water quality. During the
Reporting Period, all effluent discharge control targets were met.

In 2025, the total chemical oxygen demand reduction of all operating
wastewater treatment plants of the Company was 118,000 tons,
ammonia nitrogen reduction was 13,100 tons, the total phosphorus
reduction was 2,800 tons and the total nitrogen reduction was 14,300
tons.

During the Reporting Period, the emission of Chemical Oxygen
Demand (COD), ammonia nitrogen (NH3-N) and total phosphorus (TP)
of our main business of wastewater treatment was 5,888 tons, 143
tons and 48 tons, respectively.
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3. Sludge

In 2025, we produced dry sludge of approximately 65,600 tons in
aggregate during the production and operation, and the dry sludge
produced in the treatment of every 10,000 tons of wastewater was
approximately 1 ton.

We strictly adhere to the relevant laws and regulations and required
standards such as the “Solid Waste Pollution Prevention and Control
Law” (as amended in 2020) (K E 8 EE ¥ )5 £ IREMEE) (2020
F1{&£35])), the “Quality of Sludge for Municipal Wastewater Treatment
Plant” ({3 8 75 7K &2 12 B )5 Je Je & )) (GB24188-2009), the “Control
Standard for Agricultural Sludge Pollutants” ({2 35 B 55 3 ¥ #5 # 1Z
4% )) (GB4284-2018) and the “Sludge Disposal Criteria for Municipal
Wastewater Treatment Plant” ({3 $8 )5 7K 5z 12 8 )5 6 & 32 /e & #5 #0))
(DB5301/T48-2020) and conduct inspection on the quality of sludge
at least quarterly. Subject to the requirements under the management
system on measurement, transportation and disposal, we ensure
the sludge treatment process to be in compliance with the national
standards and criteria. With the goal of meeting the requirements
set out in the “Discharge Standard of Pollutants for Municipal
Wastewater Treatment Plant” (¢ 3 $8 55 /K Bz I8 B 55 2 %) 8F W2
#E)) (GB18918-2002) that the sludge of urban wastewater treatment
plants shall be dehydrated and the moisture content of the sludge after
dehydration shall be less than 80%, we are committed to reducing the
impact of sludge on the environment. The moisture content of sludge
is tested and monitored every day and sludge dewatering process
parameters are adjusted in time so that the moisture content of sludge
can be steadily reduced. Meanwhile, we aimed to achieve a 90% or
higher rate of harmless disposal of sludge as set out in the National
Action Plan for Water Pollution Prevention and Control, continued on
harmless disposal of sludge and resource utilisation. In July 2025, we
introduced a new sludge treatment and disposal method involving the
co-incineration of 300 tons of sludge with municipal solid waste daily
for power generation, further reducing the environmental impact of
sludge treatment and disposal. During the Reporting Period, the rate
of harmless disposal of sludge in our main production areas reached
100%. In addition, by implementing the forestry substrate soil resource
utilisation project, we transform sludge into usable nutritional soil
resources used in mine ecological restoration, seedling cultivation,
gardening and landscaping. This brings considerable ecological
benefits to soil erosion, water conservation and other aspects, thereby
achieving simultaneous improvement in economic, environmental and
social benefits and contributing to sustainable development of the city,
the society and the economy.
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4. Other wastes

The non-hazardous waste generated by the Company in the production
and operation process is mainly wastepaper. Due to the small amount
of production, there is no target and statistical data on the production
amount of non-hazardous waste generated. We reduce the generation
of non-hazardous waste through source control. In 2025, we purchased
6.6 tons of paper according to schedule. At the same time, we adopted
highly efficient and environmentally friendly printing and scanning
equipment and strengthened paperless office management, resulting
in a significant reduction in paper usage compared with the previous
year. We encouraged paper to be printed on both sides to reduce
paper waste. The hazardous waste oil produced during the operation of
machinery and equipment and the hazardous waste liquids generated
in the process of examination are the main sources of hazardous
waste. The Company sets up waste holding areas according to the
relevant national regulations and the measures to prevent wind
dispersal, leakage and runoff, and commissions the qualified third
parties to dispose the waste by batch. The total amount of hazardous
waste in 2025 was 66.69 tons which was entrusted to a third-party
compliance unit for unified disposal.

The Company strengthens maintenance and management of
mechanical equipment and inspection instrument, uses equipment oil
and inspection liquids on a reasonable basis and updates mechanical
equipment and inspection instrument in a timely manner to keep them
in a stable working condition to reduce the amount of waste oil and
waste liquids. At the same time, the Company advocates the use of
video conferencing, and supports long-distance, real-time information
exchange and collaborative conferences with multi-media technologies
such as real-time audio and video through network platforms, so
as to reduce office costs, improve work efficiency and promote a
low-pollution and low-emission green office.
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A2. Use of Resources

The Company’s main business is wastewater treatment and water
supply services. Our effluent water is used as “finished products”,
which is discharged in strict compliance with the relevant national
and local standards such as the “Discharge Standard of Pollutants for
Municipal Wastewater Treatment Plant” ({3 )5 7K Bz I i )5 22 ¥ 5k
RIZ %)) and the “Water Quality Standards for Reclaimed Water” ({F
A JK K & 1Z 4E)). Resources such as packaging materials are not used
for effluent water discharge and water supply. The water source for the
Company’s recycled water supply business is the standard discharge
water of all water purification plants operated by the Company, while
the raw water for the running water supply business is the water
source designated by the local government. Therefore, we do not have

any water sourcing issues.

The Company fully implements budgetary management in respect
of energy, water resources and other raw materials by formulating
budgetary indicators, decomposing them at various levels and
conducting daily monitoring as well as arranging monthly statistical
analysis on their consumption. The Company formulated a target
evaluation mechanism and strived to improve its resource utilisation
rate through process supervision.

1. Energy consumption

Electricity costs account for a relatively large part of the production
costs of water enterprises. Kunming Power Supply Bureau of Yunnan
Power Grid Company Limited is our main power supplier. In 2025,
all the factories operated by the Company consumed electricity of
approximately 200,000 thousand kWh in aggregate.
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Based on the actual loading rate of each sewage treatment plant
and the different characteristics of the treatment process, we have
formulated the control targets for energy consumption rate of each
wastewater treatment plant respectively per tonne of wastewater
treated. In 2025, we set an average energy consumption target
for energy consumption rate of approximately 0.35 kWh per tonne
of wastewater treated at each water purification plant (including
self-owned wastewater treatment plants and entrusted urban
wastewater treatment plants). In order to increase energy utilisation
rate and effectively reduce energy consumption, the Company
actively organised all plants to explore and implement energy-saving
and efficiency-enhancing technologies. In view of the operational
characteristics of the plant process and the actual water quantity in
the rainy and dry seasons, the Company continuously optimised the
operation and management of major energy-consuming equipment
and process sections such as lifting pump, air blower, mixer, aeration
system and sludge dewatering system, and carried out variable
frequency control modification on high-powered equipment such
as air blower and feed pumps, in order to improve the operational
efficiency of the equipment. In 2025, the average energy consumption
rate per ton of wastewater treated of the wastewater treatment plants
of the Group (including self-owned wastewater treatment plants
and entrusted urban wastewater treatment plants) in operation was
0.31 kWh, representing a decrease of 6.06% compared with that of
2024, mainly because we carried out renewal, transformation, and
major and medium maintenance on the aged equipment of some
water purification plants, retrofitted aeration devices and replaced
high energy-consuming equipment, which effectively reduced power
consumption and we optimized the management of electric energy
metering equipment, strengthened the statistical work of power
consumption, optimized operations under the guidance of data
analysis, and further promoted energy conservation and consumption
reduction during the Reporting Period. Meanwhile, the Company
actively conducted power marketisation transactions and adopted
photovoltaic green power, wind power and hydropower, which not only
used clean energy, but also reduced its electricity cost.

The Company encourages all its staff to save energy during work
hours. The Company also encourages its staff to use electric vehicles
fueled by clean energy and public transport. We have completed the
installation of new energy vehicle charging piles in certain plants and
will give priority to new energy vehicles when purchasing new company
vehicles.
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2. Water consumption

The Company’s daily water supply is mainly provided by the local
water supply company. During the Reporting Period, it had effective
access to suitable water sources to ensure that the water quality
meets the water requirements. In 2025, all the factories operated
by the Company consumed running water of approximately 116,000
tons in aggregate and running water consumption per ton of sewage
treatment is 0.18 kg. Our running water consumption is mainly for daily
office use. In order to effectively reduce running water consumption,
we mainly used reclaimed water produced on site for equipment back
flush, water for forestation in our plants, chemical configuration in the
factory and other production processes that consume large amount of
water during the production processes, and thus did not set any target
for running water utilisation efficiency.

The Company has Kunming’s only reclaimed water distribution system
in the main urban area, and the production of the reclaimed water
supply business has increased year by year. The Company’s reclaimed
water, which has been widely used for landscaping, cleaning roads,
industrial production and recharging riverway and waterscape, has 713
company subscribers. As of 31 December 2025, the Company had 12
wastewater treatment plants producing reclaimed water, with a total
designed daily production capacity of 334,000 m® of reclaimed water in
operation. Reclaimed water customers of the Company mainly include
commercial and industrial establishments, enterprises and public
institutions and other entities in Kunming.
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A3. Environment and Natural Resources

The Company performs environmental impact assessment on all the
projects constructed according to the relevant laws and regulations of
the PRC. The Company applies “simultaneous design, construction
and operation” acceptance check as required after a project has been
put into operation to ensure that the construction and operation of
the project meet the requirements of the relevant laws, regulations
and policies. For wastewater treatment, the principal business of
the Company, with the support of research and development, the
Company improved its waste removal efficiency and reduced resource
consumption by adopting measures such as technical innovation
and process and operation optimisation. For example, after applying
its proprietary technologies and over the limit phosphorus removal
technology, the electricity consumption of Kunming No. 1 Water
Purification Plant in 2025 decreased by 27% compared to 2012; in
terms of effluent quality, in 2025, Kunming No. 1 Water Purification
Plant’s effluent BOD (Biochemical Oxygen Demand) level decreased
by 57%, COD level decreased by 61%, TN level decreased by 30%,
TP level decreased by 90% and NH3-N (Ammonia nitrogen in the
form of Water with free ammonia (NH3) and Ammonia ion (NH4+))
level decreased by 85% as compared to 2012. In 2025, Kunming No.
2 Water Purification Plant’s energy consumption decreased by 35%,
effluent BOD level decreased by 53%, COD level decreased by 57%,
TN level decreased by 9%, TP level decreased by 62% and NH3-N
level decreased by 49% as compared to 2012.

Driven by technological research and development, the overall effluent
quality of our water purification plants in Kunming main city area
improved significantly, and maintained the stable operation of various
equipment: in 2025, in terms of the effluent quality, BOD decreased
by 47%, COD by 58%, TN by 32%, TP by 80% and NH3-N by 83% as
compared to 2012, which greatly reduced the pollution load brought
by the tail water from wastewater treatment plants to natural water.
As of 31 December 2025, the design and discharge standards of the
Company’s wastewater treatment plants all met the requirements
of national and local government standards, with the proportion of
wastewater treatment plants meeting Class | Standard A standard
reaching 99.87%.
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For pollution sources that produce noises during the production
process, such as fan equipment, the Company has taken measures
such as installing blimps to reduce their impacts on the surrounding
environment. The Company strictly implements a running time from
8:00 a.m. to 10:00 p.m. for the dehydration machine rooms in its
production operation units close to residential areas while night running
is strictly forbidden, so as to minimise the impacts on the environment.
At the same time, the Company has a well-established testing system
to obtain noise level which is used to provide feedback for and guide its
production. For the Company’s equipment upgrades and renovations,
we have fully considered the indicators such as energy conservation,
noise reduction and carbon reduction to select facilities and equipment
with greater environmental benefits and economic benefits, so as to
help the Company better achieve various management and operational
goals in subsequent operations.

A4. Climate Change

Governance and Strategy

Addressing climate change has become a global public issue, and
climate change will have an impact on all industries. The Group has
incorporated climate change governance into its ESG management
framework, identified the risks posed by climate change and formulated
corresponding countermeasures. In addition, it also conducts
self-inspection on the compliance of its business under the carbon
peaking and carbon neutrality policies and conducts research and
planning on the opportunities of green development brought by climate

change in the future.

Climate Risk

The Company owns or operates wastewater treatment plants,
reclaimed water plants and running water plants in various regions of
the PRC. Based on the nature of our business and the conditions of
the water plants we operate and manage as well as the local climate,
we identify the impact of climate on our day-to-day operations and
management, and formulate corresponding emergency plans with
clear emergency measures to deal with the adverse impact of extreme
weather on production and operations.
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The following are the risks to us from climate change, their potential
financial impacts, and the response measures we have taken, as
identified based on available information:

Potential financial

Type of risk Risk Risk description impact Risk response
E B A B B 2 B i ok BEMHERE [ B & %t

Physical risk Extreme weather Short-term heavy rainfall Operational disruptions lead Formulate corresponding emergency
(high risk) or long-term continuous to a decrease in revenue; plans and prepare flood prevention
rainfall can lead to urban damaged equipment results materials before the onset of the rainy
waterlogging, causing the in increased maintenance season in the area where each water
water volume at our plants costs; destruction of facilities plant is located. Conduct emergency
to surge rapidly within a and equipment increases drills for employees to improve their
short period and exceed reconstruction costs. response capabilities. Monitor relevant
their operational capacity. warning information issued by local
This creates risks of effluent meteorological departments in real time
water quality failing to meet and make arrangements in advance
standards, compromised to ensure that relevant measures
water quality control, and are timely, appropriate and effective;
equipment damage. When the volume of water flowing into
a water plant increases continuously
over a short period and is expected to
exceed the plant's treatment capacity,
we will promptly communicate with and
report to the local regulatory authorities
and adjust the production process to
reduce the risk of the plant’s effluent
water quality failing to meet standards.
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Type of risk Risk
E B ER = B
Persistent high

temperatures (low
risk)

$ERR(ERR) H

Risk description

| B

Persistent high-temperature

weather can lead to
equipment overheating,
which in turn accelerates
the equipment wear and
tear and risks of equipment
failure.

AERRASHABRE

AR ENRERAERR

CEE

2+-%

Potential financial
impact

BEMBRE

Increase in equipment
maintenance and
repurchasing costs.

BNREEERERBEHRA -
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Risk response

[ Fx 1

The probability of persistent extreme
high temperatures occurring in
our main areas of business is low;
however, we have also formulated
corresponding response measures for
this risk. These include strengthening
temperature control and inspections
of operating premises such as power
distribution rooms and central control
rooms, reasonably adjusting operating
procedures to avoid the simultaneous
full-load operation of high-power
equipment, and properly managing the
backup inventory of vulnerable parts.
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Potential financial

Type of risk Risk Risk description impact Risk response
ERRER o B it BEMBHE [ B FE #

Transition risk Policy and regulatory ~ Electricity is the main energy Increase in operating costs; For newly built wastewater treatment

risk (high risk) for our production and increase in equipment facilities, we incorporate energy
operation. The requirement replacement and consumption and low-carbon factors
for low-carbon development repurchasing costs. into the design and construction
of the energy structure phases to mitigate the risk of
poses a risk of rising energy premature decommissioning of
costs for the wastewater equipment due to future policies and
treatment plants in certain regulations. For existing facilities,
areas where the Company we capitalize on national policies to
operates. Meanwhile, actively promote equipment upgrades
as policies related to and renovations, integrating low-carbon
low-carbon development technologies and equipment to reduce
continue to advance and energy consumption. We are currently
improve, it may lead to working on the “Water Purification
the early replacement or Plant + Distributed Photovoltaic Power
decommissioning of certain Generation” project to optimize our
high energy-consuming energy utilization structure through the
equipment. use of green photovoltaic electricity
BHURAR HEERRR BHARMEEETHLTE BERALA RBEN- HRHMERNSKERRE HMA
(BER) RR BREBEREER i%%$%mﬂ AoRERRARER. &%l%%A

Climate Opportunities

As a wastewater treatment and environmental protection enterprise,
we respond to the national “dual carbon” strategy. Focusing on our
core business, we strive to explore potential opportunities brought
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by climate change during our business development. We seize
MAEBER BFRERERLENA kD MA KK
BRI B AL A R B

development opportunities such as energy conservation and carbon
reduction, green innovative technologies, and intelligent operations, BIEE - #HE
and proactively promote the development of the reclaimed water

recycling business, sludge resource utilization, and distributed

photovoltaic power generation project, seeking opportunities arising

from climate change.
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The following are the potential opportunities brought to us by climate A T~ A& MRIEATESHE R Z A H O RIEZ (¢

change, as identified based on available information: BEMBRE)EEKS

Type of opportunity Opportunity Opportunity description

HmEBEER 3] HERE

Policy opportunities Realization of carbon market value  Our wastewater treatment plants are mainly located

in Yunnan Province, which is a major province for
green energy , giving us advantages in the use of
green electricity. The “Water Purification Plant +
Distributed Photovoltaic Power Generation” project
we are advancing will also further optimize our energy
utilization structure. Moreover, the promotion of

our reclaimed water business will also bring direct
carbon emission reduction value. In the future, as

the state progressively promotes and improves the
carbon trading market, we may have the opportunity
to participate in carbon market trading and realize the
value of the carbon market.

R #08 mmisEEZER BHMOSKEEBREFTRERE TEEEZECHEIR
RE BMEZECALLEBEEY - RMEEHEE
WMIKEFEB+OBAXLRIBEE LS E-—FEI
REREREB ARRMOBEKETNEEDLS
WREENBRAEEE ARBEERREHISHT
SHESHEERTE BRMNABERSL2EIRT S
XoHm BERBTSEEER-

Green finance To support environmental improvement, address climate
change, and promote efficient resource utilization, the
state has actively guided capital towards green and
low-carbon sectors at multiple levels. This includes
encouraging the issuance of green corporate bonds,
green enterprise bonds, and green ABS, while providing
policy support for related financing costs. Such policies
are conducive to water and environmental protection
enterprises in expanding their financing channels and
reducing financing costs.
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Type of opportunity Opportunity Opportunity description
WEER B BB
Market opportunities Development of unconventional As the second source of water for cities, reclaimed

water — reclaimed water business water can be widely used in areas such as ecological

water replenishment, landscaping, road sprinkling
and cleaning, and industrial cooling. With ecological
water replenishment for Dianchi as the core application
scenario, the reuse of reclaimed water can effectively
reduce external pollution sources, while delivering
carbon emission reduction value to the enterprise,
thereby driving the large-scale development of the
reclaimed water business.

15 # 38 EBRAK-—BEKEBNER BAKERMTIE Z/KIR]I-AIEZAREREHEK.
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Quality and efficiency improvement The wastewater treatment industry has currently

in wastewater treatment and entered a high-quality development stage focused on
business development in rural improving quality and efficiency. In terms of synergistic
townships pollution and carbon reduction and resource-based

value addition, it has shifted towards a value creation
development direction. With extensive experience in
the wastewater treatment sector, we have accumulated
certain technological and operational advantages. In
the future, we will capture development opportunities in
areas such as cost reduction, efficiency enhancement
and value creation.
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Type of opportunity Opportunity Opportunity description
HBEA ] BB

We have obtained the concessions for wastewater
treatment facilities in the rural market towns in
Kunming. We possess certain technical, operational,
and first-mover advantages in the operation of these
facilities. With the advancement of rural revitalization,
the improvement of the rural ecological environment,
and the comprehensive promotion of policies to
reduce pollution and carbon emissions, there will
be an increase in demand for wastewater treatment
services in rural market town, which will promote our
development in this business segment.
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Indicators and Targets

The greenhouse gas directly generated in the production and operation
process of our main business mainly come from the gas generated
in the removal of pollutants in the sewage treatment process (the
emission of which is calculated in accordance with T/CABEE040-2022
“Calculation Standards for Carbon Emissions from Urban Sewage
Treatment and Sludge Treatment and Disposal” ({3 #8557k &z 32
N5 BRI B ik HEGGT B 1Z %E)), the fuel consumed by sludge
transportation and a small part from the fuel consumed by production
and office, while indirect greenhouse gas emissions mainly came
from the consumption of purchased electricity, energy, medicaments
and office paper. During the Reporting Period, direct greenhouse gas
emissions were calculated as CO? equivalents of 112,816 tons, and
indirect greenhouse gas emissions were calculated as CO? equivalents
of 110,927 tons. We assist cities in reducing carbon emissions by
introducing energy enterprises to construct photovoltaic power stations
and using green photovoltaic power, substituting fresh water reuse with
urban reclaimed water reuse, replacing landfill with sludge-blending,
and substituting traditional fertilizers with sludge composting.
Meanwhile, by constructing garden-style plants and enhancing
greening management, we increase the amount of carbon sinks,
achieving a reduction of 62,307 tons of carbon dioxide emissions. After
deduction, the total carbon dioxide emissions amounted to 161,436
tons.

As regards direct greenhouse gas emissions resulting from the
use of fuel oil for sludge transportation, we continuously prioritize
environmental compliance and have established a closed-loop
management system covering the entire process. In terms of
transportation, we actively promote the use of new energy vehicles
to gradually replace traditional fuel vehicles, thereby reducing
greenhouse gas emissions at the source. At the beginning of each
year, we formulate control targets for fuel consumption per 100
kilometers for our transport vehicles and incorporate these targets into
the performance appraisal system for relevant employees. Meanwhile,
relying on our intelligent information management system, we achieve
dynamic monitoring of the entire transport process. For transportation
routes, we continuously optimize and adjust through advance planning
and practice to shorten transport distances, thereby reducing fuel
consumption. At the same time, we reduce the fuel consumption and
costs per unit of sludge transport by rationally utilizing vehicle loading
capacity. Through these management measures, we constantly
optimize sludge disposal and transportation plans in various production
areas to reduce fuel consumption and thus lower greenhouse gas
emissions.
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Electricity is the main energy for our production and operation. While
continuously improving the quality of operation and management,
we encourage support for innovations of improvement in energy
conservation and consumption reduction. The Company is currently
working on a distributed photovoltaic power generation project at the
wastewater treatment plant, so as to use idle spaces such as the plant
roof, treatment facilities and open structures to set up photovoltaic
power generation facilities on the premise of ensuring the building
safety and functions of the plant area. Electricity generated by
relevant facilities can be used for the production and operation of the
plant area. As of 31 December 2025, the “Water Purification Plant
+ Distributed Photovoltaic Power Generation” project introduced by
the Company has been put into operation in 11 of the Company’s
water purification plants, with a cumulative grid-integrated power
generation of approximately 11.23 million kWh, reducing carbon
dioxide emissions by approximately 4,539 tons. The Company’s water
purification plants have cumulatively consumed approximately 7.98
million kWh of self-generated photovoltaic green electricity, accounting
for 71.1% of the power generation from the “Water Purification Plant +
Distributed Photovoltaic Power Generation” project, further optimizing
the Company’s energy consumption structure and achieving local
consumption of clean energy.

In the future, the Company will continue to promote the “Water
Purification Plant + Distributed Photovoltaic Power Generation”
project at its own water purification plants that meet the conditions.
Upon completion, the project is expected to save approximately
21,410 tonnes of coal (calculated based on 350g/kWh of standard
coal consumptionfor power generation) every year, and the exhaust
gasemissions caused by coal can be reduced accordingly every year,
including approximately 1,610 tonnes of sulphur dioxide, 800 tonnes
of nitrogen oxides, 53,530 tonnes of carbon dioxide and 14,560 tonnes
of smoke and dust. The indirect greenhouse gas emissions can be
reduced by using clean energy. At the same time, the Company
actively responds to the national energy conservation and emission
reduction publicity work, formulates work plans and programs and
publicises and cultivates employees’ energy conservation habits.
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B. SOCIAL

The Company strictly complies with applicable laws and regulations
on labour protection such as the “Labor Law of the People’s Republic
of China” ({# #E A R £ 1 B 4 &) %)), the “Labor Contract Law of
the People’s Republic of China” ({2 A R X F1 & & 8 & [ %))
and the “Social Insurance Law of the People’s Republic of China” ({#
#= AR KB4 g R K %A)) to guarantee equal employment. We
are against any recruitment discrimination concerning age, marital
status, race, social status, religious belief, disability, gender, sexual
orientation or political background etc. The Company and related
subsidiaries strictly comply with various national laws and regulations
in relation to human resources. Employees are legally entitled to the
benefits, remunerations and holidays required by relevant laws. The
Company establishes the “Interim Measures for the Administration
on Remuneration” (< ¥ B & 1 & 17 ## %)) and the “Rules for the
Implementation of the Provisional Staff Recruitment and Staff Mobility
Management Regulations” ((E THE R AERDER YT EE
e 41 1)), etc. to satisfy the arrangement on the recruitment, internal
transfer, dismissal, training, promotion, performance evaluation, and
remuneration and benefit of employees, and ensure that no employees
are discriminated due to race, age and gender, etc. Besides, the
employment of child labor is strictly prohibited and we are against
forced labor of any kind, striving to let all the employees work in an
equal and harmonious work environment.

The Company provides training to promote ethical standard and
provides complaint channels to allow our staff to make a confidential
complaint. Through staff participation, training, reward and other
promotion activities of safety awareness, we provide our staff with
a healthy and safe working environment. We also provide safety
equipment to staff and organise regular physical examinations for our
staff in order to prevent them from occupational harm and occupational
diseases.

B. #&

ARBBBRENKPEARAMBESH E) (P E
ARANBESEHARE) (P EARANELE
RBFDEERAEZHENSELPRELEER
ERORETEEE BRMARYEFAERFRK B
WA B M ERE  RBEN BKR MR
MRAIBOAESENRBKG - 27 RERKN
BRAABRETHERASHBENSRERZER
BETREZAZEEZATENRN HHERMRE - 27
BYKFEMEREIRE) (BIHRERAER
DERBLORZERMANDE HREENER-
HAECBBE BB BRER FHEMNE
R REETITEER Fh MINFEAEXE
KR BERBEL REXBEAMNRAELEH
BREETIEFEMENIERETHEIE -

ARARBIREBINEABREE TRT
HHRE FETERTNBEATRERF BB
BET28 Bl RPLEMLZE2ERSTEEH -

REIRFEREMZEMNITHERRT - MIHIN ZHE
TSRAm SFTHABETETRER &
RETHERAFIHEBETRIBELBERREE
i

328 2025 Annual Report Kunming Dianchi Water Treatment Co., Ltd.



CHAPTER TWELVE ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT
F+_E RE - HEREBRE

B1. Employment B1. {Ef#

The Company has comprehensive human resources policies covering ARG EYV T ZEMANE R E  BERBE .
recruitment, remuneration, staff benefits, and performance etc. and FHBlEF - BEWEER  WERETLHREREA
strictly abides by applicable laws and regulations on labour protection A2 %#H  REFHEE A2 REEMERE
to guarantee equal employment. The Company is against any i E@EMKR Bk L EgBE REEMN Bk -
recruitment discrimination concerning age, marital status, race, social M B R MK BUAE S E MBI R o AR B AT
status, religious belief, disability, gender, sexual orientation or politcal HBEE®HZH - WE M - EJ% B RREE I BH
background etc. The Company guarantees equal opportunity and &M E% FEMNKIEE BEFAELIRBAT
fair treatment for all levels of staff and job applicants in recruitment, HFEHEZTEFEHU SR ESAFEFR B4 B8
internal transfer, dismissal, training, promotion, performance evaluation = T 7ZE# B2 2 — A -

and remuneration. Besides, we have the same remuneration structure

for both male and female staff.
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1. Recruitment

In terms of personnel recruitment, the Company strictly follows the
regulatory requirements of higher authorities and relevant internal rules
and regulations, employs talents based on the principles of openness,
fairness, competition and selection, and publicly recruits in the society.
The Company also strictly enters into labour employment contracts
with employees in accordance with labour laws and regulations to
effectively protect the rights and interests of employees.

2. Remuneration

The Company has established a competitive salary system based
on the importance of an employee’s position and by reference to the
operating strategy of the Company and the industry and the region’s
salary level. Besides, the Company strictly follows relevant national
laws and regulations, continuously improves the staff benefits, and
pays various statutory social insurances according to the laws and
regulations. The Company strictly complies with the working hours
specified by China, safeguards the rights of rest and vocation of the
employees according to the national provisions, and ensures the
statutory holidays and guarantees employees’ rights for paid leaves. In
terms of performance assessment, the Company has built a result and
goal-oriented employee performance appraisal system covering various
aspects, such as the performance, ability and attitude etc. of the staff.
The promotion and salary review of staff is determined by the result
of that appraisal appropriately. The Company has also formulated
standardised conditions and procedures for dismissing employees
and arbitrary dismissal is not allowed. In order to create a healthy,
diversified and harmonious working environment, all the matters
concerning promotion, remuneration and rewards and post transfer will
be considered in an objective way according to staff performance and
the business condition of the Company. During the Reporting Period,
the Company was not aware of any material non-compliance cases in

relation to human resources laws and regulations.
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3. Retirement Benefits Schemes

The Company participates in a defined contribution social pension
scheme established by the PRC government and contributes a certain
percentage of the relevant employees’ salaries to the scheme. In
addition, the Group has implemented a supplementary retirement
insurance (i.e., corporate annuity system) as an additional safeguard
for employee benefits since 1 January 2014. According to the terms
of the scheme, the Group contributes an amount equivalent to 8%
of the total salaries of the previous year to the annuity scheme,
while individual employees are also required to contribute a certain
proportion of funds to the annuity scheme. Upon retirement of an
employee, the vested interests shall be calculated in accordance with
the proportion as stipulated in the annuity scheme. Save as disclosed
above, the Company is not required to operate any other retirement
benefits for its employees during the year.

The Company’s employer contributions to the abovementioned
pension schemes vest fully and immediately with the employees when
contributed into the schemes. Accordingly, (i) for each of the two years
ended 31 December 2025, there was no forfeiture of contributions
under such pension schemes; and (ii) there were no forfeited
contributions available for the Company to reduce its existing level of
contributions to such pension schemes as at 31 December 2025.

4. Staff Benefits

In addition to statutory employee benefits for full time staff including
social security scheme, marriage leave, maternity leave, paternity
leave and funeral leave, the Company offers different fringe
benefits, for instance, festival bonus, work allowance under special
conditions, labour protection, working meal and commuter allowance.
The Company also purchases accident insurance and provides
supplementary medical insurance for employees.

$+-%F BE HEREABRE
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R ARARRER  EHBER

(1) As of the end of the Reporting Period, the total number of (1) HERE!
F WEEHISMNEEBLHEFR TR

e 48 5

Pl

employees of the Company by gender, employment type, age
group and geographical region is detailed in the table below:

Male to female ratio Employment type Age distribution
Exithl EEER FRNE
Labor
Contract dispatch

Region Male Female system system Under 25 26-35 36-45 46-55 Over 55
B 2 % AEH  HHREHN BHEUT 26-357% 36-457% 46-557% 55m M £

Southwest region
(Yunnan, Guizhou, Sichuan) 638 359 3 284 10 369 348 220 50
mEnEEE &M D)

Eastern China region
(Anhui, Jiangsu, Zhejiang) 31 30 49 12 - 10 30 15 6
ERME(ZE LH )

Central China region (Hunan) " 4 15 - - 3 6 3 3

EhitR0HME)

(2)  Details of employee turnover of the Company by gender, age  (2) RBEBAR AR MER - FiRAR kit
group and geographical region during the Reporting Period and = & 5 E’] BRABARLAFR TR
the proportion thereof are set out in the table below:

Male to female ratio Age distribution
Bt ERN M
Total Turnover
turnover Male Female  Under 25 26-35 36-45 46-55 Over 55 rate
mEBY g T 25BMT 26-357% 36-45 % 46-55% 55H WM L BEE

Southwest region

(Yunnan, Guizhou, Sichuan) 23 19 4 - 9 10 4 - 2.77%
ARnEER- &N )
Eastern China region

(Anhui, Jiangsu, Zhejiang) 1 1 - - - - - 1 10.0%
ERME(RE IH R

0.00%

Central China region (Hunan) - - = = = - _
EdiE(HE)
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B2. Health and Safety

The Company was certified to quality, environmental and occupational
health management system standards in 2013, and has carried out
certification work on schedule every year to maintain the validity of the
certificates. In accordance with national and local laws, regulations,
standards and norms including the “Production Safety Law of the
People’s Republic of China” ({#f ZE A R X M B & & & & X)), the
“Fire Protection Law of the People’s Republic of China” ({1 # A &
A SE B %)), “Yunnan Province Safety Production Regulations” ({3
BE L2 EEKM)) and “Kunming Safety Production Regulations”
(CE ™% 2 4 E & Bl)), the Company has established a safety
management system, constructed a dual prevention mechanism for
safety risk classification and control as well as investigation and
governance, and formulated emergency response plans for production
safety accidents. This has formed a comprehensive production safety
management system with clear powers and responsibilities, compliant
closed-loop management, pre-emptive risk control, and efficient
emergency response. During the Reporting Period, the Company
strictly implemented the primary responsibility for production safety
and signed responsibility letters for safety objectives at all levels,
achieving “thorough horizontal and vertical management”, with annual
assessments organized and the assessment results incorporated
into comprehensive performance. Throughout the year, the Company
organised safety training on road traffic, occupational health, fire safety
and safety management business knowledge, etc. for more than 1,000
people to improve employees’ safety skills and awareness; organised
and held regular safety production meetings every month to learn the
documents, the latest laws, regulations and standards related to safety
production, collected recent typical accident cases in China and the
industry, carried out safety production warning education, summarised
and deployed safety production work, so as to achieve planning,
deployment, inspection and implementation; carried out more than 70
on-site inspections of safety production for subsidiaries, focusing on
hidden danger investigation and management; held comprehensive
emergency drills for safety production to improve the emergency
response, self-rescue and mutual rescue and emergency response
capabilities of employees; and organized and carried out safety
production publicity activities, such as “Safety Production Month”
and “Fire Safety Month”, to create a safe production atmosphere.
The Company regularly arranges occupational health medical
examination for all employees every year. The rate of coverage of
medical examination of the Company’s employees was 100%. The
Company also pays attention to the mental health of employees
through organising seminars on mental health to strengthen care
and consideration for employees. During the Reporting Period, no
production safety responsibility accidents occurred and the Company’s
production safety situation was stable.

EHR

£+_5 RE-HEREAERE
B2. BEERZZ

ANAIBER2013FMMBEE - R ME ¥R J?*':E\'é_
BERF USFRHARNBREIE BRIJS
%Eﬁ’xﬁ(iT;z,ﬂﬁ(quE/\E/ﬁ\ﬁ?%E%?ﬁ%(ﬁfﬂ
EARANMBEEGE (EEELX2EERIDKE
(BEATEZ2EERMEBRRMHB T ERERR
ZERE BEULTHETEMNE BELTE2RAR
PHREERBESRBEEERBHKY RELEESR
PENEEER FR—ERERW GHHAER.
REAE EE2adN2 UL EEEERBR-
HREHAN BMEREELE2EETRET ERE
FILZ>EREARAE  HMYIERRE SRFE]
BFEBERLBERERMARE XL 2F
HERFARERIE BERE B2 %28
BEBMAEEL2EI008 AKX REEER
2REREHR BRAEZEAHRX2EENE 28
TEHXERBEXG &M ERERREERH
WEFRBHBRA TENRANEHRY BELE2E
EETHE BLENFEZ2EEIE M A
g2 EHE - ERE - AARE HWEATARERYR
PHEEBRSBRETOBR N TERBHFERE R
MTRE2EERAER2ER RaEEEERE
EWEW&%%EE@E T HEBRERTIRE2AE
[(BEHEZ2 Al S5 E8 EEX2EESR

; /‘Tlimﬁﬂﬁiﬁfélﬁ%itﬁiﬁﬁﬂw = -
K’Aﬂ&ﬂ@k;ﬁl BREEXR100% - A &
EEr.L R
EE MR ESNELBE
BAETEREREEEY

A E
BREABOERREIARERS
TE-BWEEA K
RAREEERBEE -

NEMKBRBERLT 2025F FE H &

333



CHAPTER TWELVE ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

£+-% BE HEREAHE

During the operation and management process of the Company, the
Company attaches great importance to occupational health and safety
protection and takes various measures to provide a healthy and safe
production environment for all employees mainly through: firstly, all staff
members enter into a letter of responsibility for safety objectives and
implement safety production responsibilities at all levels. Secondly, the
Company convenes office meetings of general managers and regular
lectures on production safety, studies the current production safety
situation, arranges production safety works. Thirdly, the Company
regularly and irregularly carries out on-site inspections of production
safety, identifies and eliminates potential safety hazards at the production
site in a timely manner, and prevents the occurrence of production safety
accidents. Fourthly, the Company regularly conducts safety training and
education in areas such as occupational health, safety management
and traffic safety to improve employees’ safety awareness and skills.
Fifthly, the Company organises health check-ups for employees every
year, distributes personal labor protection supplies and inspects their
wearing regularly. Sixthly, the Company conducts testing for occupational
disease hazard factors in high-risk operations, formulates targeted
preventive measures based on the test results, and strictly implements
such measures through closed-loop management. There have been no
production safety accidents in the past three years. The work-related
fatality rate was zero, and the disability rate was approximately 0.35% (all
cases were Grade 10 disabilities). A total of 9 employees incurred lost
workdays due to work-related injuries, with the cumulative lost workdays
amounting to 684 days.

B3. Development and Training

The Company has been continuously committed to the growth and
progress of the employees. We have accurately identified and met
the training needs of both the enterprise and individual employees. In
2025, guided by the implementation of the “Skills llluminate the Future”
action by the Ministry of Human Resources and Social Security and
the Ministry of Finance, and closely centered on the needs of operation
management and business development, the Company has formulated
the training plan for 2025. The training content covers four major
series: enhancement of management effectiveness, deepening of
compliance management, strengthening of business capabilities, and
advancement of position-specific skills, providing a safeguard for the
efficient and compliant operation of the Company’s core businesses.
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In 2025, a total of 4 batches of vocational training and accreditation
for industrial wastewater treatment workers were organized and
completed, 39 employees of the Company passed the examination
and obtained vocational skill level certificates. An additional 14 highly
skilled personnel were trained. During the Reporting Period, relying on
its technical, experience, talent, and knowledge reserve advantages in
the sewage treatment industry, the Company commenced vocational
skill identification social evaluation work for the first time for external
enterprises and units such as the environmental protection industries
and cooperative colleges and universities within Yunnan Province,
and organized 4 batches of industrial wastewater treatment worker
identification, with a total of 57 persons participating in training and
examinations, and 52 persons passing the identification examination
and obtaining vocational skill level certificates.

In terms of the integration of industry and education, the Company has
established long-term and stable cooperative relationships with various
environmental protection-related colleges and universities in Kunming.
In 2025, we received a total of 60 batches of teachers and students
from institutions such as Yunnan University and Kunming University
of Science and Technology for practical learning at the Company, with
a total training duration of 6,218 training hours and a total of 2,487
person-times.

During the Reporting Period, the Company’s training statistics
classified by employee level are as follows:

Training ratio of middle and senior staff: 100%
FEEEITEILI : 100%

Training ratio of general employees: 87.5%
—MREIXAL B 87.5%

During the Reporting Period, the Company’s training statistics
classified by employee gender are as follows:

Training ratio of male employees: 84.9%
EMETZI - 84.9%

Training ratio of female employees: 93.1%
ZEETZINEH : 93.1%
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B4. Labor Rules
Prohibition of Employing Child Labor or Forced Labor

The Company strictly follows state and local regulations regarding
recruitment and hiring of employees such as the Labor Law of the
People’s Republic of China ({1 # A & £ f & & &) %)), the Labor
Contract Law of the People’s Republic of China ({# ¥ A R £ A
% &) A& [ /%)) and the Prohibition of Child Labor Provisions ({Z£ 1t
& A E T R 7F)), etc. and will not hire applicants who fail to meet
requirements set out in relevant laws and regulations. In addition,
the Company conducts reference check on employees based on
the information provided, and those who are found to have cheated
will not be hired. The Company sticks to a human resource policy
that highlights gender equality and ethnic equality and prohibits
employment of child labor and forced labor. During the Reporting
Period, the Company did not have any breach of laws and regulations
that impose ban on employment of child labor and forced labor.

B5. Supply Chain Management

Principal suppliers of the Company are power suppliers who provide
electricity for its facilities, construction contractors who design
and construct its facilities and suppliers of raw materials including
wastewater treatment chemicals and other equipment maintenance

consumables, etc.
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Except for utility service providers, the Company has established
a clear procurement policy for selected suppliers. The Company
has internally established the “Intermediary Agency Selection and
Employment Management Measures” ((F 71 # & i JE & 32 i %)), the
[B & 12 9% /%)), the “Production
Operation Procurement Management Measures (Trial)” ({ £ E &

TERBIEERERE (Y
management of various activities of the entire procurement process

“Contract Management Measures” ({& [@

77))) and other systems to standardise

of the Company. During the Reporting Period, all purchases from our
partnering suppliers were subject to the Company’s procurement policy
and conducted in accordance with relevant rules and regulations of
the Company. Under such policy, subsidiaries of the Company are
required to solicit bids from different suppliers. The Company adopts
the principle of fairness, impartiality and openness to select qualified
suppliers in the form of public bidding where the project is located.
The discipline inspection and supervision department performs
supervision duties during the bidding process. The Company selects
suppliers based on product price, product environmental protection
requirements, quality, and timely delivery of products. We encourage
and prioritise our cooperation with suppliers who have environmental
protection and safety certifications. Green development concepts,
such as construction safety and environmental protection, have been
included in our construction contracts and performance evaluation.
Meanwhile, we learn about the supplier’s reputation from the Internet,
bid evaluation experts, using enterprises and other channels, including
whether there are environmental and social complaints and lawsuits
related reports, and take the investigation results as one of the
reference factors of cooperation.
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In order to standardise the procurement work of the Company and its
subsidiaries and improve the procurement management system, each
subsidiary is required to formulate and strictly implement procurement
management rules according to its own actual situation and in
combination with the requirements of the Group’s overall procurement
policy. In order to enhance the efficiency of procurement, a hierarchical
and tiered management mechanism is adopted according to the
volume of the Company and the subsidiaries within the Group. For
major procurement contracts reaching a specific percentage of the
dollar amount of each subsidiary and all contracts of the Group’s
headquarters, they are subject to review and approval by the Group’s
headquarters which conduct regular tests to check the quality of the
delivered products. The Company has sourced raw materials from
local suppliers in proximity to the place of use in order to benefit from
the economies of scale and easy transportation, which allows faster
and cheaper delivery of raw materials. The Company has readily
available alternative suppliers in the market who offer similar raw
materials with terms comparable to its existing suppliers. To mitigate
the risks associated with any reliance on its major suppliers, the
Company periodically seeks potential alternative suppliers and obtains
quotations from such suppliers with a view to keeping in contact with
potential suppliers.

During the Reporting Period, the Company and its subsidiaries had
a total of 986 suppliers. Major suppliers of the Company and its
subsidiaries were independent third parties based in China, most of
which were based in Southwest China. 708 suppliers were mainly in
Southwest China, 210 suppliers were in East China, 25 suppliers were
in Central China, and 43 suppliers were in other regions. Our major
suppliers include Kunming Power Supply Bureau of Yunnan Power
Grid Company Limited which provides electricity for our operation,
Anning Jinyuan Industry and Trade Co., Ltd.* (£ E £ FE LTEZEHR A
7l) and Kunming Xinxingze Environment Resources Industry Co., Ltd.
which provide us with sludge disposal services, and China Railway
No.10 Engineering Group Co., Ltd. and CCCC-SHEC Fifth Engineering
Co., Ltd* (F XX =ZABEAHTIRAMRZAA), which provide us with
construction services.
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B6. Product Responsibilities

The Company attaches great importance to product quality and strictly
complies with relevant laws and regulations such as the “Discharge
Standard of Pollutants for Municipal Wastewater Treatment Plant” ({3
$E 05 7K B BB B US A ) HE BUAR 2£)), the “Management Regulations for
Checking and Accepting Completed Installations of Environmental
Protection of Construction Projects” (2% H B % T R I5 (R & 5 W
& ¥ #5%)) and “Domestic Drinking Water Sanitation Standards” ({4
& Bk K 1 A 12 #)), etc. With reference to its own conditions, it sets
up and implements an internal standardisation management system
on basis of GB/T24001-2016 “Environmental Management System —
General Guidelines on Implementation” (GB/T24001-2016¢ & % &
HEE R Bk R F A E)), GB/T19001-2016 “Quality Management
System — Requirements” (GB/T19001-2016¢ & & & £ B2 X & 3 ))
and GB/T45001-2020 “Occupational Health and Safety Management
Systems — Requirements with Guidance for Use” (GB/T45001-2020< B;
¥RELZ2EEEBREKKFE A EAE)) and conducts review and
revision on a regular basis.

The Company puts much emphasis on product quality by executing
and implementing the Company’s internal standardised management
system to ensure that the quality of effluent water is stable and up to
standards. During the Reporting Period, there was no return of products
sold or for safety and health reasons without receiving customer
complaints concerning products and services. Each key process in the
course of production is under real-time data monitoring, and relevant
data a retransferred directly to the central monitoring system of each
plant and to the monitoring platform of the Company. Operators strictly
execute the Standardised Operation Manual (1Z % {t & 77 F fft ) which
has been adapted under the “one manual for one plant” principle that
highlights respective conditions of each plant, thus ensuring smooth
operation of each process. Meanwhile, the Company relies on the inlet
and outlet online monitoring systems to monitor the quality of influent
and effluent water 24 hours a day. The monitoring data is synchronized
to the in-plant monitoring system and simultaneously uploaded to the
municipal and provincial integrated management platforms for pollution
source monitoring to ensure that the quality of effluent water meets the
discharge standards. At the same time, an environmental monitoring
company with CMA (“China Metrology Accreditation”) certification
is commissioned to carry out regular water quality monitoring work,
forming a dual monitoring mechanism of online + offline and internal
+ external to ensure the accuracy of water quality data and provide
data support for the Company’s optimized operations, etc. Currently,
all discharges of tailwater from the Company’s sewage treatment meet
requirements as set out in the “Discharge Standard of Pollutants for
Municipal Wastewater Treatment Plant” ({3 $8 55 7K & 3 B )5 & ¥ ¢
WIZ4)) (GB18918-2002).
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Our customers are primarily local governments. Regarding the
information from customers, the Company has an information
management system and a complete platform of collection,
transmission, accumulation and integration. The Company regularly
upgrades its information platform management software, eliminates
and replaces problematic facilities with regular maintenance, backup
and hierarchical management of the system to ensure reliability of the
system and, at the same time, regularly evaluates and upgrades the
Company’s network security system. In response to the government’s
confidentiality requirements, each department of the Company has
formulated corresponding confidentiality plans in accordance with
confidentiality regulations of the government and the Company
to ensure the timeliness, accuracy, security and confidentiality of
transmission of customer information.

The Company attaches great importance to intellectual property work.
Through establishment of an intellectual property management system
oriented to transformation and application of results, the Company
implements normative management of intellectual property. The
Company also formulates corresponding project approval documents
for project approval, clarifying that a patent search is necessary to be
performed before project approval by issuing an intellectual property
search report on whether patent protection has been or will be
obtained or whether there is any patent infringement. An intellectual
property protection and early warning mechanism is established to
better protect the Company’s intellectual property without infringing the
intellectual property rights of others.
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B7. Anti-corruption Efforts

Anti-corruption and anti-fraud compliance have always been one of the
important contents of the Company’s compliance system construction.
While developing the business, the Company insists on planning,
implementing and assessing the anti-bribery and anti-corruption effort
together with the reform development of the Company, as well as
adopting the combination of external administrative supervision and
internal disciplinary supervision. The Company is in strict observance
with relevant laws, regulations and regulatory requirements, such as the
“Company Law of the People’s Republic of China” ({3 A R £ A EH A
A)7%)), the “Supervision Law of the PRC” ({/ £ A & £ 1 B & 52 /%)),
the “Law on Tendering and Bidding of the People’s Republic of China”
(CFREE AR M E B IZ R IZ X)), the “Anti-Unfair Competition Law of
the People’s Republic of China” ((# 2 A R £ M B & T E & # F %)),
the “Anti-Money Laundering Law of the People’s Republic of China” ({#
#= AR H M B &% 8 %)), the “Interim Provisions on Prohibition of
Commercial Bribery” ({2 IEE X BT AN Y 1T E)) and the
“Regulations on Disciplinary Actions against Management Personnel of
State-owned Enterprises” (Bl B X E 2 A B & 9 & 1)), to ensure
effective protection of legal interests of the Company and stakeholders
including the employees, investors, creditors.

The Company has included integrity and honest practices in the code
of conduct for all staff and management. As of the end of the Reporting
Period, the Company has established relevant systems, including the
“Accountability Management Measures” ({ i & & I£ #i % )) and the
“Power List and Negative List for the Leader’ ({ — £ F # 1 /& & M
# M5 8 )), and formulated a work list for the responsibility system of
Party conduct and clean governance construction, implemented quarterly
assessments to ensure early detection and rectification of problems;
guided management members and employees to establish and strengthen
the awareness of self-discipline through training promoting rectification
through case studies, watching warning education films, visiting warning
education bases and reporting typical cases. In addition, the Company
has set up the Audit Committee, the disciplinary supervision department,
and the internal audit department. The relevant organizations and
departments supervise and review staff and management’s compliance
with integrity requirements. We will also sign integrity contracts with
the partners involved in major contracts. The disciplinary supervision
department and the internal audit department will promptly report to
the senior management, the Audit Committee or the Board of Directors
any corruption issues identified so that the management and the Board
of Directors can take timely action to identify deficiencies and make
rectification, hold the relevant personnel accountable and, if necessary,
take judicial action to protect the legitimate rights and interests of the
Company and its stakeholders.
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During the Reporting Period, a total of 1 person was given disciplinary
sanctions (administrative) by the Party for violating relevant discipline
regulations of the Party, and 1 person was demoted. During the
Reporting Period, there were no concluded bribery litigation cases
against any employee.

The Company has formulated the “Administrative Rules for Complaints
and Whistleblowing” (€ #& &F £ & & 2 ## )% )), which sets out clear
provisions on whistleblowing channels, scope of application, verification
of reported leads and handling departments and processes. We have
facilitated the communication channels for complaints and whistleblowing
to become smooth, set up reporting mailboxes, internet mailboxes and
on-site reception points in office areas, guided the employees to exercise
their rights correctly and reflect problems in a scientific, standardized,
quick and effective manner, and effectively collected clues to problems.
Employees and other contacts can anonymously submit questions
and clues about inappropriate matters to the Company’s discipline and
inspection department and the Audit Committee of the Board through
these channels. Meanwhile, the Company provides special provisions
for the protection of privacy of the whistleblower. The Company has
formulated the “Implementation Measures for Accountability for Losses
of Investment Assets Arising from Non-compliance with the Regulations”
(EREEREEEBKREMTEREIEIE)) and the Accountability
Management Measures ([ & & £ #% %)), etc. For those who violate
the relevant rules, they will be held accountable according to relevant
systems, and where violations of laws and regulations are involved,
litigation will be instituted and referred to the judicial departments in
accordance with relevant laws.

1. Perform the main responsibility of the Party Committee

and promote strict Party governance

In 2025, the Party Committee of the Company strived to give full play
to the role of political core of the Party Committee, focusing on the
development of Party building and promoting the development through
Party building. During the year, 27 Party Committee meetings were
held, of which a total of 227 “Three Important and One Large Matters”
were considered and approved. The Company will continue to carry
out related work to strengthen ideological, Party discipline and clean
government construction, etc.
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2. Perform the supervision responsibilities of the Commission
for Discipline Inspection and build a strong anti-corruption

fortress

The Commission for Discipline Inspection of the Company firmly grasps
job positioning, strives to improve the effectiveness of supervision
and discipline, establishes and improves the organisational system,
and strengthens the supervision force. A total of 9 full-time discipline
inspection cadres and 21 part-time discipline inspection cadres were
set up. Based on the Company and its subsidiaries, a collaborative
mechanism was established to form three lines of defence for
business supervision, functional supervision and special supervision,
highlighting the responsibility positioning of audit and economic
physical examination, and highlighting the special supervision role of
the discipline inspection department. The Company decomposed the
tasks of Party building and anti-corruption work to subsidiaries and
departments to supervise the implementation.

The Company has established an effective linkage mechanism to
prevent extortion, fraud and money laundering. In particular, the
Company regularly popularized the study on risk knowledge and
strengthened the risk awareness; further improved the procedures of
the review and execution of contracts; and established an effective
linkage mechanism to prevent extortion, fraud and money laundering,
with an aim to effectively prevent extortion, fraud and money
laundering.
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B8. Community Investment

As an environmental protection enterprise, the Company continuously
promotes the concepts of green environmental protection, ecological
civilisation and sustainable development. During the Reporting Period,
the Company strengthened its connection with the local community
through activities such as joint Party building and enterprise-locality
collaboration, and understood the community’s needs for the fulfillment
of corporate social responsibility through these activities. In 2025,
the Company actively relied on existing environmental education
bases to vigorously carry out ecological and environmental protection
science popularization activities to propagandize “entering agencies,
entering enterprises, entering communities”. We adopted the approach
of “inviting in” and “going out”, invited cadres and employees of
government agencies, enterprises and public institutions to visit the
Company and organized the employees to enter the communities
and parks to conduct ecological civilization science popularization.
We actively built a platform for the co-construction and sharing of
environmental science popularization resources between schools and
enterprises, invited university, primary, and secondary school students
to visit the water purification process, and moved the ecological
civilization science popularization classroom into the water purification
plant, promoted all the people to participate in the construction of
ecological civilization, inspired the citizens’ self-consciousness in
cherishing precious water resources, established a good awareness
of concern about water use, and called on the citizens to save water,
cherish water and love water.

In terms of targeted poverty alleviation and rural revitalisation work,
one employee was stationed as the first secretary and the leader of the
village work team to carry out targeted village assistance. We continue
to consolidate the achievements of poverty alleviation, carry out tasks
to prevent returning to poverty, solidly implement consumption-based
assistance, organise labour unions and employees to purchase
agricultural products from the assisted areas to help villagers in
those areas expand sales channels for agricultural products, achieve
increased income and support rural revitalization efforts through the
“purchase to help” method.

In the future, the Company will continue to fulfill its social
responsibilities enthusiastically, adhere to the values of “being
enthusiastic about charitable causes and giving back to the society”
sustainably and actively participate in community activities to become
an outstanding corporate citizenship.
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