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CHAPTER TWO LETTER FROM THE CHAIRPERSON

Oogd ooood

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.
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CHAPTER TWO 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

god oboogao
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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

OoOoooOoood
O0Ooogoood

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 0O 0000000000 O0DO0OOOODOOOOO
liguidation and deregistration of three subsidiaries and advanced ooobDOoOooDOoOooDOoOOooOooooOoan
the merger by absorption of four subsidiaries, thereby enhancing 0ooDo0oooooDDoDoOoOoOo0Oooooooooan
its management efficiency and stimulating the internal momentum 000000000 DOooODO0ooDOoDOoODOoODOODn
and vitality for corporate reform and development. The Company 000000000000 OOCOODOOOOODOO
focused on talent cultivation and appointment, and establishedand OO0 0OOO0OO0OO0OOOOOO0OOOOOOOOO
implemented a training system centered on enhancing the quality of [MO00O0O00O00MO0OO0DOOOOOOODOO
all employees through multi-dimensional, synergistic efforts to improve oooDODOoOooDODOoOooDOoOoDoDoooOOoOoan
their professional capabilities in areas such as safety, compliance, and 0ooDo0oooooDoDooOoOoDoOoooooooOan
skills. Meanwhile, the Company formulated a new “Employee Diversity oo0oo0oooooo

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 0000o0oo0oDDoDooOoO0OooooooooOao
importance to cash flow management, actively sought support from ocooooOoOoooOopooooOoooOoOoo
higher authorities and policy resources, strengthened financial and oCoooo0oDoDOoO0DoOooODpoDoOoDoOooDOoDOoaO
capital risk control, focused on the collection of accounts receivable, 0000000 O0DoO0DoDOoDoDOoOoooOooOoan
and enhanced capital coordination and rigid constraints. The Company 0000000 O00CO0OCOOOOOOOOOOO
will continue to explore innovative financing instruments, diversify 000000000 O0OOO0OOOCOO

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.
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CHAPTER THREE DEFINITIONS
oo oo

“Anju Group” Kunming Anju Group Co., Ltd* (D 0 OO OO 0O O O O O) (formerly known
as Kunming Public Rental Housing Development & Construction Management
Co,Ltd* (D0 0O00O00O0D0OOOO0OOOGOAODO)),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

oooooo O goboDoooOoOooooOmoobOoobObOooobOoocboooboOoooOonm
gob0201102000000000000000000O0O00O0O0O00AO
go0es.05%00 0000000000000

“Articles of Association” the articles of association of the Company

gooocod O oooooono

“Audit Committee” the Audit Committee of the Company

goooooo | gooboooooao

“Board” or “Board of Directors” the Board of Directors of the Company

goooo O oooooao

“Board of Supervisors” the board of Supervisors of the Company (the Company has abolished the

establishment of the Board of Supervisors on 27 June 2025)

gooooo g O0OO0D0OO0OO0OD0ODbO0ODOODbDOZz025060270 000000000
“Chairperson” the chairperson of the Board of Directors

goooo O oooooono

“China” or “PRC” the People’s Republic of China

goog O ooooogono

“Company” Kunming Dianchi Water Treatment Co., Ltd* (0D 0 0 00O OO0 0OOO),

a joint stock company established in Yunnan Province, the PRC with limited

10 2025 Annual Report Kunming Dianchi Water Treatment Co., Ltd.



“Company Law”

Mmooom 0

“Controlling Shareholder”

oooooo 0

“Corporate Governance Code” or
“CG Code”

oooooooo O

“Director(s)”

oooo |

“Domestic Shares”

ooooo O
“Group”, “we”, “us” or “our” or

“our Group”
gooooooooo O
“H Share(s)”
OHODO a

*  For identification purpose only
*DOoOooo

CHAPTER THREE DEFINITIONS
oo oo

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

goOobOO0o0o0OO0oDOOoObODDODOoO0ooOOoDOoooo
has the meaning ascribed thereto in the Listing Rules and refers to Kunming
Dianchi Investment Co. Ltd.* (0 O O 0O O O O O O O O O), acompany

established in Yunnan Province, the PRC with limited liability on 13 October
2004

O0o0ODODOO0OO00O0D0ODDOOCO0OO0O00O0DOO0OO0OO0O0O0ODOOO0O0OO0A0?2004
glo01RB30000000000000O00O00ODO

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

goobOoocico@muooouooboo

director(s) of the Company

gooooo

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

goo0oooooOooOooOoO0oboro0oOOO0O0ODOOOODOOOOOOOnn
oo0oo0oooODDoODOoOOOO0O0O0ooooaon

the Company and its subsidiaries

goooboooooao
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

oooo0ODO0oO0ooOooOO0O0O00000000O0O0O0ODOO0OOOCODOODODOO
goooooOoOoooOao

oooboOoOoobooogoo 20250000
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CHAPTER THREE DEFINITIONS
oo oOd

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

oooo 0

“Hong Kong Stock Exchange” or
“Stock Exchange”

ooooooOoooocooo O
“KADI”
oooocoooooo O

“KDI” or “Kunming Dianchi
Investment”

goooooao O

“Kunming Construction”

oooooo O

*  For identification purpose only
R[] AR/ ]

Hong Kong dollars, the lawful currency of Hong Kong

oooooDoaOo

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

oooooOoooOoOOoCcOoOOoOooooOooOobObOOOOOoOoOoooooan

Kunming Agricultural Development Investment Co., Ltd.* (O O O O O O O
00000), 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

OoooOoOO0OO0OO0OO0O0OO0O0OO0OO0OO0O02009060290 000000000
o0ooODocOooOooDocOoOooODoooobDoewuoooooooooooan
oo

Kunming Dianchi Investment Co., Ltd* (0 O O O 0 0O 0 000 O0O) a
company established in Yunnan Province, the PRC with limited liability on 13
October 2004, which is the Controlling Shareholder

Oo0obOooOOoo0OO0oD0ODO0obO00o00zo040100130 00000000
oooooobDooOoOooano

Kunming Municipal Urban Construction Investment & Development Co., Ltd.*
(00000000 0O0o0oOoaoag),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

O0DOO0O0O0ODODO0OO0O0DOOO0O0O00D0OO01997050150000000
00DODoOO00DODDOO000DODOO0O0DOO0OO0DO8d% I OOoOoooooao
oooooo
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“Kunming DIG”

oooocoooooo

“Kunming SASAC”

oboooogo

“Latest Practicable Date”

opoooO0oOoooo

“Listing”

oooo

*  For identification purpose only
*DOoOooo

CHAPTER THREE DEFINITIONS
oo oo

Kunming Development Investment Group Co., Ltd* (D 0 00O OO0 0OO
0 0), 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

g0ooODooO0obOoOOoOoO0obOOoobooboezoobO10oz2r0OOoOoOOoOOnO
ooOooOoooo0ooocOoocOooOoocoOoobOl0woooooooaoan
ooo000z0959,7600000000000000204% 0000000
oooooooo

the State-owned Assets Supervision and Administration Commission of the
Kunming People’s Government (D D O OO OOOODODDODODOOOOO
), 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

goo0ooDoOoO0oooDODoOOoooOooOoOOoOoOooooOoOoDoooOobOoOoOoOo0oan
gobooDooo0ooOO0ooOO0oDOOoDOOoOO0OOO0ODODO0ODODOOOOOOOOOO
00000000 00000000000000000000000O0
gooooOoOoOOOCOOoOooOooOoOoODOOOCObOOoOOooOooOooOooOoaon
O

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

2026040100000 00C000DOOOODOOOODOOOODOO
oooao

Listing of the H Shares on the Hong Kong Stock Exchange

HOOOOODOOOO

oooboOoOoobooogoo 20250000

13



14

CHAPTER THREE DEFINITIONS

od oo

“Listing Rules” or “Hong Kong
Listing Rules”

ooDoOoO0OO0oooooooOoOooo

“Nomination Committee”

gooocoaoo

“Non-competition Agreement

obobooooO0oooo

“Prospectus”

goooooo

“Remuneration and Appraisal

Committee”

ooOoocoOoOoooo

“Reporting Period”

ooooo

*  For identification purpose only
R[] AR/ ]

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

gooooooODODDOOOOODOOOO0OO0OOOoOooooooDbDDOOO

the Nomination Committee of the Company

ooooooooo

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

O00000DDODOOO0OO0OO0O02016040250000000000

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

oo002017y030240000000000HOOO0ODOOOODOOOOO
ooao

the Remuneration and Appraisal Committee of the Company

oooooOoOoOooooOood

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

20250 00 20250 10 10 0O 20250 120 3100
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“RMB” or “Renminbi”

ooooo

“Share(s)”

oooao

“Shareholder(s)”

oooo

“Strategy and Investment
Decision Committee”

oooooooooood

“Suijiang Guorun Water”

CHAPTER THREE DEFINITIONS
oo oo

the lawful currency of the PRC
goooooa

H Shares and Domestic Shares
HOOOOO

holder(s) of the Shares
goooooooa

the Strategy and Investment Decision Committee of the Company

ooooooOooOoOoOoooao

Suijiang Guorun Water Treatment Co., Ltd* (D 0 OO OO0 OO O O) (formerly

oooboOoOoobooogoo 20250000
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CHAPTER THREE DEFINITIONS
oo oOd

“Zhaotong Guorun Water” Zhaotong Guorun Water Treatment Co., Ltd.* (0 O O O O O O O O 0O)
(formerly known as Zhaotong Dianchi Water Treatment Co., Ltd.* (O O O O
000D0D00)),aformer 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

goooooao O ooooDoOocoooOmoobooocooooooo@m@mooooOoooan

Oo000002023012029000000000000000000C00
Oo0oo0oo0oo0oDDs8»wOoOoOoDODoooooDDD20%00000

*  For identification purpose only
R[] AR/ ]
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CHAPTER FOUR GLOSSARY OF TECHNICAL TERMS
ood oood

“BOO” 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

0BOOUO O goooooOoOoOoOOoOOoO0oO0ODOOOoO0oOoDOOO0OOoOODbDOOoOoOooOoon
goooocO0oOoooOooOOoO0oO0oOoOOOoOoOoO0oOOOOOoOOOOO0Oan
gobobooooooboooocoooOobOoOoOoOoOoOoOOoOoOooOobOoOoooan
goooooooOooODocooooOoOoOoooooOocoooOoooooooan
oooooooao

“BOT” 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

0BOTO 0 gooooooboobOooOooOOoOoOobDOoOooOoOobODDOODbDODOOOoOO0oooao
goooobooco0oooooOoOooOoOooooDoOoooOooooDooOooD
gbooocoooooooO0ooobooOoOooOoooocoooOoooOooan
goooocOoooOOCcOobOOoOOOoOoO0oOoOOCcOoOoObOOobocOoOooan
oooooooooOoocooooao

“BT” 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

oBTO O goooooooOooOoOoooOoOoOODOoOoOOoOOoOoOOoOooDOOoOoon
goooo0ooooODOOOOO0OOoOooooooDDOoODOD

“COoD” 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)

0 cobOd O gooo0oo0OooboOOoCcoOoOooooooOobOOOOOOoOoOooooooaon
goooooOooOO0O0oO0oO0ODODOoOO0oO0obOOOobOOODOCOO0bOOoOcobn
go0oO00cobmnO OO0 00000 CODerd OO
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CHAPTER FOUR GLOSSARY OF TECHNICAL TERMS

od oogb

“TOO”

goToono

“TOT”

gToTO

“utilisation rate”

goooo

“wastewater treatment”

oooooo

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

goooooooOooOOoOOO0OO0oDbDOoOoOoOoOOoODDOOOOOOOooOoao
oooocooooo0oooOooOoOoOoOOOocOoO0OOOO0oO0ObOOoboOooOoooao
oboocooOooocooOoOooOoOoocobOOobOooOoOobOocOobOOoOoOoOonn
goooooOoODoOOoO0OCOcOoOoOooooooOoooODOOoObocOooooooan

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

gooooooOoOooOoOoOooOoOoOoOOoooooOoooODOOOoOoOoOoOoooan
goooooooOoOOoOOoOOoOO0oO0oooooooDDOOoObOOOoOooooooon
goooooooooOoO0ooOoooDooOoooooOoooDboooono
obooooo0oooO0ooOOoocOobOoOoO0oOOoOoOOoOO0oOOOoOoOooOOoOoan
oooocooooOoOOoocOoooooao

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

ooooooOOOOCOOoOooooooOobObOOObOOoOoOoo

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

ooooOoooooODoOOooooOoOoOoOoooooooOoooooOoooan
Oo0oooooDODDODOoOOOO0oOO0O0ooooOooOoooDDoOOoOOOoOO0oO
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CHAPTER FIVE  SUMMARY OF OPERATING AND FINANCIAL DATA
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The following table sets out our key operating and financial data for the

periods or as of the dates indicated:

SUMMARY OF OPERATING DATA

ooocobOoo0oocooOooOooOoboooooOooao

ooo

ggooobod

As at 31 December

0120 310
2025 2024 2023 2022 2021
20250 20240 20230 20220 20210
Capacity ("000 m?® per day) owooooon)
Wastewater treatment oooao 1,865 1,865 2,001 2,031 2,043
Reclaimed water supply goooao 334 334 329 237 233
Running water supply ooooano 75 75 80 131 131
For the year ended 31 December
00120310000
2025 2024 2023 2022 2021
20250 20240 20230 20220 20210
Volume (000 m?® per period Oowooooo
indicated) ooooo
Wastewater treatment oooo 652,737 669,302 719,890 718,924 706,078
Reclaimed water supply ooooo 94,058 96,065 100,529 56,588 54,422
Running water supply ooooao 7,545 7,745 16,462 17,231 17,116
For the year ended 31 December
00120310000
2025 2024 2023 2022 2021
20250 20240 20230 20220 20210
Utilisation Rate ooad
Wastewater treatment oooao 95.9% 98.1% 98.6% 97.4% 96.3%
Reclaimed water supply ooooao 77.2% 78.6% 83.8% 65.5% 64.0%
Running water supply ooooao 37.6% 38.5% 42.0% 36.5% 35.8%

oooboOoOoobooogoo 20250000
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SUMMARY OF OPERATING RESULTS BY SEGMENT

Wastewater treatment
— Revenue
— Gross profit
— Gross profit margin

Water supply
— Revenue
— Gross profit
— Gross profit margin

Others
— Revenue
— Gross profit

oooao
ooao
ooano
oooano

ooao
ooao
oooao

ooo
ooao

2025
20250

RMB’000
ooooo

1,058,064
465,191
44.0%

179,122
90,896
50.7%

242,366
150,806

gbooooooao

For the year ended 31 December
00120310000

2024
20240

RMB’000
ooooo

1,151,793
501,713
43.6%

174,379
60,042
34.4%

267,992
151,896
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2023
20230

RMB’000
ooooo

1,233,095
580,581
47.1%

129,440
63,841
49.3%

444,953
153,818

2022
20220

RMB’000
ooooo

1,298,089
627,062
48.3%

101,234
40,997
40.5%

666,540
189,212

2021
20210

RMB’000
ooooo

1,370,283
610,365
44.5%

191,534
49,812
26.0%

755,921
64,605



SUMMARY OF CONSOLIDATED STATEMENTS OF

CHAPTER FIVE  SUMMARY OF OPERATING AND FINANCIAL DATA
gbd oboogoobdoad

COMPREHENSIVE INCOME

obobooboooag

For the year ended 31 December
00120310000

2025 2024 2023 2022 2021
20250 20240 20230 20220 20210
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ooooo ooooo ooOoOog ooooo ooooo
Revenue oo 1,479,552 1,594,164 1,807,488 2,065,863 2,317,738
Operating profit oooo 424,529 524,908 615,595 678,302 528,368
Profit before taxation oooo 236,202 314,354 381,702 367,465 396,693
Income tax expense ooooo (39,331) (50,426) (63,975) (43,330) (57,142)
Profit for the year goooao 196,871 263,928 317,727 324,135 339,551
Other comprehensive oooooooo
(loss)/income ooo (432) 1,116 860 (1,049) (1,219)
Total comprehensiveincome 0 000000O0O
for the year 196,439 265,044 318,587 323,086 338,332
SUMMARY OF CONSOLIDATED BALANCE SHEET goooooooao
As at 31 December
0120 310
2025 2024 2023 2022 2021
20250 20240 20230 20220 20210
RMB’000 RMB’000 RMB’'000 RMB’000 RMB’000
ooooo ooooo ooooOg ooooo ooooo
Assets oo
Total assets oooo 13,435,948 12,383,952 12,063,850 11,702,204 12,067,938
Liabilities oo
Total liabilities oooo 8,001,106 7,141,659 7,086,546 7,044,613 7,632,127
Equity ogd
Total equity oooo 5,434,842 5,242,293 4,977,304 4,657,591 4,435,811
Total equity and liabilities ooooooao 13,435,948 12,383,952 12,063,850 11,702,204 12,067,938

oooboOoOoobooogoo 20250000
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CHAPTER SIX  MANAGEMENT DISCUSSION AND ANALYSIS
Ood oooooogd

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
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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 MechanismDO 0 0 000 O0O0O0O0O0OO
JO0O0O0oOoOOoOoOOoODDDODOOOoOmwere 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)0 0 0 000O00CDO0OOO0OO (2025-
20270 O, requiring the strengthening of the rectification of river
outfalls, the prevention and control of water pollution in industrial parks,

gbd obdaoodgobad
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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 ActionstT] 0 O
ooopoooopoooooodm
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

2. Overview of Reclaimed Water Industry

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 202571120250 0 0 0 0 0 OO 0O O O O, 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)0J 0 O 0 0O O O
0000000 (2025-20300 111, 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
the market ,é’pace of the reclaimed water indust[ﬂ‘f
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od obooogobd

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 Assessmentl 0 0 00000000000
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!T1 0 0 0 0O 0O 0O O
0 O O Missued 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)T O O O O
0000000000000 000O000O0 000 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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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
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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 m2.

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
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D. MAJOR RISKS D. gooao

The operational risks facing the Group are mainly the capital-intensive oooobDOoO0ooOobDOoOooOoboooDoOooo
characteristics of the industry, requirements of water quality standards ooooooooDoDoOoooOooooo
and other force majeure events.

Capital-intensive characteristics of the industry 0 | | O

We are engaged in wastewater treatment, reclaimed water supply ooooO0ooO0OoDOoooOoooobOoooo
and running water supply projects, which typically require significant oogobDO0oOooDOoOooDOoOooOoooooao
initial cash outlays and have long payback periods. On average, the 0O0Do0o0DoDOoOo0O0O0o0ooODoOooOoos100000
investment payback periods for our projects range from five to ten ooooOooOooOoooOOooOooOoooOooOoon
gdoooooOoO0oOoOO0oOO0oDOoDOoDOoUDODOO
OOooO0oo0ooO0ooO0ooOOooOOoOoOoooDo
OoooooOoO0ooooOooooooo
O0ooOooO0ooOUOooOooOoOoooooOoo
OooOoooo

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

O o0oooo
O0Ooo0oo
O 0Ooo0aog

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 godoooopoDOoboODooCcOoOoOooooooooo
the initial phases of our projects. These investments are primarily gooDoDOoOO0oOoOoooDbDbOOoOooooooboooo
dependent on the funds we raised from our global offering, bank loans, 00000000000 O0OO020250 120 31
corporate bonds and other means of financing. For the year ended 00000000000 00DO0ODS,192.10 0
31 December 2025, our total borrowings amounted to RMB5,192.1 00020240 00 0O 0O4,589.20 0 0O O O 13.1%0
million, representing an increase of 13.1% from RMB4,589.2 million in 0202501203100 0000000000O000O O
2024. As of 31 December 2025, our net gearing ratio, calculatedasnet OO O OO0 0O O O O OO0 48.7%0

liabilities divided by total capital, was 48.7%.

gooo0oooOOoDOoDOOoooooDbDOoDbDOoD
goo0oooOOoDOooOOoOocOoOODbOOoOooDOoo
obOoooobooooOoobOocobooOoooa
gooobOooOooOoocbOoOobOoOoDbOooo
oooooOOooooooObOoooooooo
goooooOooDooOooOOooOOooooaon
gooooooODOoDODOoO0OO0oO0OOoOOoDbOOoDOD
goo0ooOoDoODOoDODOoOocOoOoOoDOoDbDOoDoOoDn
oooooa

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,

OoOo0oo0oooogoao
Ooooo0ooooao

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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The following discussion addresses the principal trends thathave 000000000000 O0OOOOOOOCOOO
affected our results of operations during the Reporting Period. The oooooooDoDoOOoOOoOOoOoOooooo
following table sets out our consolidated results of operations for the

periods indicated:
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a. Revenue a.

Our revenue decreased by RMB114.6 million, or 7.2%, to RMB1,479.6 00o0OoO0ooOgo20240 120310000000

million for the year ended 31 December 2025 from RMB1,594.2 million 0159420 0000 0002025012031000

for the year ended 31 December 2024, primarily due to: 00o0001,479.60 0000000 00O 114.60
000720000000

. 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.

(e} 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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Our gross margin increased by 3.0 percentage points from 44.8% for 0O 0O 0O O O O 0O 0O 020240120310 0O 0O O
the year ended 31 December 2024 to 47.8% for the year ended 31 044.8%0 0O 0O 0O 020250120310 0 0O O O
December 2025. 47.8%0 0 03000000
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. 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.

ad. Selling expenses

Our selling expenses increased by RMBO0.1 million or 9.1% from

RMB1.1 million for the year ended 31 December 2024 to RMB1.2
million for the year ended 31 December 2025.
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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.
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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.

l. 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.
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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:

gbd obdaoodgobad
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For the year ended 31 December
00120310000

2025 2024
20250 20240
RMB’000 RMB’000
ooooo ooooo
Net cash (used in) from operating activities 0oo0ODmoooooooooao (524,162) 293,820
Net cash (used in) from investing activities ooOmoooooOoOoooo (66,834) 75,666
Net cash from (used in) financing activities 00oo0o0o0ooODmoooooooao 613,651 (532,835)
Net increase (decrease) in cash and cash 0oooU0oooOoOooooooo
equivalents 22,655 (163,349)
Effect of change in foreign exchange rates oooooan 3) 238
Cash and cash equivalents at the beginningofthe 00000 O0O0O0OOO0O0ODO
Reporting Period 10,977 174,088
Cash and cash equivalents at the end of the ooooooDoDoOoOoOOoOogon
Reporting Period, presented by cash and bank gooooDooooao
balances 33,629 10,977
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c. Net cash from (used in) financing activities

Our net cash from financing activities primarily represents repaying
and obtaining borrowings. Our net cash generated from financing
activities increased from net outflow of RMB532.8 million for the year
ended 31 December 2024 to net inflow of RMB613.7 million for the
year ended 31 December 2025.

3. Working Capital

The table below presents our current assets and current liabilities as of

ooocoooooooOoooooooboooan
I I A N R A N O R R v 023
0120310000000000053280 000
0000202501203100000000000

613.70 000

£ oooao

oo0oooobDoOooOOoDOOoOooOOooooDOooaDo

the dates indicated: ooogo
As at 31 December
0120310
2025 2024
20250 20240
RMB’000 RMB’000
ooooo ooooo
Current assets oooo
Receivables under service concession goooDoooDoooooa
arrangements 18,873 19,496
Amounts due from customers for construction gooooooooo
contracts 47,107 24,581
Inventories oo 6,642 6,212
Financial assets at amortised cost gooooooooooo 59,400 119,600
Trade and other receivables gooooooooad 6,668,835 5,809,617
Restricted funds ooooano 3,501 25,965
Cash and bank balances ooooooao 33,629 10,977
Total current assets goooooaog 6,837,987 6,016,448
Current liabilities goooao
Trade and other payables goooooooooao 1,846,713 1,984,442
Contract liabilities oooao 13,772 30,127
Tax payables oooano 257,932 190,597
Borrowings oo 3,030,567 2,490,841
Total current liabilities gooooad 5,148,984 4,696,007
Net current assets gooood 1,689,003 1,320,441

goooooobooooao
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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
RMBO.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 RMBO0.4 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 RMBA47.1 million as of 31 December
2025 from RMB24.6 million as of 31 December 2024.
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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

gbd obdaoodgobad
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indicated:
2025 2024
20250 20240
RMB’000 RMB’000
ooooo ooooo
Current: ooo
Trade receivables: ooooo
— Third parties oooo 244,509 222,636
— Related parties oooo 227,929 228,337
— Local government goooo 5,102,271 4,137,952
— Loss allowance goooo (237,133) (160,861)
Trade receivables — net goooogoao 5,337,576 4,428,064
Other receivables: oooooao
— Third parties oo0oo 99,374 174,436
— Related parties gooo 1,147,451 1,154,707
— Local government ooooOo 25,200 28,582
— Loss allowance ooooo (78,852) (50,241)
Other receivables — net goooDoooa 1,193,173 1,307,484
Prepayments: oooo
— Others ooo 138,086 74,069
Prepayments — net oooooao 138,086 74,069
Trade and other receivables net goooooooDDooOoOooOo 6,668,835 5,809,617
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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
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120310000 05,10230 000(@)0 00 00O
000020240120310 00 0017440 00
O0O00avs.0000043.0%0 20250 120 31
Ooopoooe40 000D ODODOOOOO
202401203100 00011547y0 000000
0720 0 0 O00.6%0 20250120310 00 0 0O
1,14750 0000 (v)20250 0 00000000
0e64.00000

oooooooooOoOooon

follows:
As at 31 December
0120 310
2025 2024
20250 20240
RMB’000 RMB’000
ooooo ooooo
— Within one year 01000 1,378,009 1,370,811
— Over one year and within two years 01020 1,296,473 1,162,766
— Over two years Ooo0020 2,900,227 2,055,348
5,574,709 4,588,925
(a) Ageing analysis of gross trade receivables at the respective (a) JddddddOobDboooUoUooooao

balance sheet dates, based on sales invoice, is as follows:

oooooooooooo

As at 31 December

0120310
2025 2024
20250 20240
RMB’000 RMB’000
ooooo ooooo
— Within one year 01000 1,378,009 1,370,811
— Over one year and within two years 01020 1,296,473 1,162,766
— Over two years Ooo0Qo20d 2,900,227 2,055,348
5,574,709 4,588,925
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The following table shows the breakdown of our trade and other oooooooooDoooooooooooao
payables as of the dates indicated: ooogo

As at 31 December

0120 310

2025 2024

20250 20240

RMB’000 RMB’000

ooooo ooooo

Trade payables oooao 869,682 789,715

Other payables ooooao 567,169 849,277

Staff salaries and welfare payables ooooooooo 121,564 112,863
Payables on acquisition of property, plant and goooOooooooboooodo

equipment 221,586 167,706
Payables on acquisition of land use rights from ooooooDooooooooan

related parties 31,000 31,000

Accrued taxes other than income tax oooooooooao 35,712 33,881

1,846,713 1,984,442

Contract liabilities 0ooooo

As at 31 December

0120310
2025 2024
20250 20240
RMB’000 RMB’000
ooooo ooooo

Contract liabilities oooo

— Related parties oooo 2,921 2,921
— Third parties gooao 10,851 27,206
13,772 30,127

Our trade and other payables decreased by RMB137.7 million, or 6.9%, 0000000000 0000O020240 120 310
to RMB1,846.7 million as of 31 December 2025 from RMB1,984.4 oooO0O1984400000000187.70000
million as of 31 December 2024, which was mainly due to the decrease  6.9% 0 20250 120 310 0O 0O 0O O 1,846.70 0 OO
in other payables to related parties in 2025. oo0opgz20000000000000
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On each balance sheet date, the ageing analysis of gross trade
payables based on the invoice dates is as follows:

gbd obdaoodgobad

obooooocoobobOOoocO0oocbOOoDbOooOoao
ooooooood

As at 31 December

0 120 310
2025 2024
20250 20240
RMB’000 RMB’000
ooooo ooooo
— Within one year 01000 392,247 559,120
— Over one year and within two years 01020 341,338 133,547
— Over two years Oo00o20d 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

020240 020250 12031000000000A0
oooooooOoo0oOoooOoOoOOooOoooOoOoOoooaon
oooooooOoOooCcOooOobooooooOoOoOn
oooooOooOoobOoOoocOoOobOoOoOooOOooo

oooooooDoODoooOOoooooooooDo

indicated:
As at 31 December
0120310
2025 2024
20250 20240
Days Days
o o
Trade and other payables turnover days® gooooooooooooow 904.9 697.4
Trade payables turnover days® ooooooono®@ 392.0 257.9
Notes: ooo
1) Calculated as the average trade and other payables for the relevant (1) gooocoOoDOoO0oooooDOoOoooooooOoog
period divided by cost of sales for the relevant period and multiplied by 0000000003800 000020240 0O
365 days. The arithmetic mean of the opening and closing balances of 20250120310 0 0 0000000 O0OOO
trade and other payables is used for the years ended 31 December 2024 gooo0o0ooooOooooooo
and 2025.
2) Calculated as the balance of trade payables at the end of the relevant (2) gooooOoDOoO0oooooOoOoooooooOoo

period divided by total purchase of materials for such period and
multiplied by 365 days for the years ended 31 December 2024 and
2025.

0000000020240 020250120310 0
00350000

oooboOoOoobooogoo 20250000
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oo ougbooddd

Our trade payables turnover days increased by 134.1 days in 2025 0020250000 000000020240 00
as compared with 2024, mainly due to the increase in trade payables 1341000 00000000 O0oOoboooao
during the Reporting Period and the decrease in total purchase as oooooooooog

compared with the last year.

The Directors confirm that up to 31 December 2025, there was no 000000 @O0O202501203 1000000000
gooboooooo

O

material default in payment of trade payables.

4, Indebtedness 4. oo

a. Borrowings a.

All of our borrowings are denominated in RMB (2024: RMB, HKDor 00000000 O0O02024000000000
USD). Some are pledged by sewage treatment revenue, waste sanitary o0 dbooO0oOoO0ooOooOooooooooao
landfill construction project revenue, and pledge of equity of the oo0ooOooooDoOoOoOoOoOooooooooano
subsidiary, some are secured by our property, plant and equipment and 00o00oooooDoODoooOoOooDoooooonan
some are secured by corporate guarantee issued by the Company, etc. 00000000000 oDOooDOoooDOoDOoaon
The following table shows our borrowings as of the dates indicated: ooo
As at 31 December
0120 310
2025 2024
20250 20240
RMB’000 RMB’000
oooood ooooo
Non-current portion ooooo
Unsecured long-term borrowings oooooooao 299,880 337,800
Secured long-term borrowings oooooonon 1,861,625 1,760,538
Total non-current borrowings ooooooao 2,161,505 2,098,338
Current portion gooao
Unsecured short-term borrowings gooooooao 331,769 705,285
Secured short-term borrowings ooooooao 2,698,798 1,785,556
Total current borrowings gooooo 3,030,567 2,490,841
Total borrowings oooao 5,192,072 4,589,179
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The weighted average effective interest rates at each balance sheet
date are as follows:

gbd obdaoodgobad

oooooooOoOoOO0cCOoOoOooooooo

As at 31 December

0120 310
2025 2024
20250 20240
Weighted average effective interest rates gooooooo 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:

20250 20240 120 3100000000000
O0005,192100000004,589.20 000
ooDooOoooooOobDooooooboonDao
gooDO0O0O00oDbDec2900000000ODO
020250 020240 12031000 00 0O 0O 2,445.8
o0oo0oo0o00e79.70 0000000000
oo

Oo0ooogoood

2025012031000 0000000000
gooooDOoOoOoOoobooODbOOoOooooDOo
gbOooocobOoOooobOocobooooo
gooobooooocOoobOobOooOoao
goooooOooODoocOoooOobDOoooOoaon
O0O0ooooooDO0o0Dz20250 1203100
gooDoo0oooDbOoOooOOoooOoDbDOoo0ooo
oooo

Oo0oo0oooogoogoao
OO0 0oooggao

ooooooooODoOOooOOoOoOooooo

As at 31 December

0120 310
2025 2024
20250 20240
RMB’000 RMB’000
ooooo ooooo
On demand or within 1 year ogool1ooo 3,030,567 2,490,841
Between 1 and 2 years 10 20 1,268,716 844,235
Between 2 and 5 years 20 50 729,610 1,085,745
Later than 5 years 5000 163,179 168,358
5,192,072 4,589,179
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As of 31 December 2024 and 2025, our net gearing ratios were 46.5% [ 20240 [0 20250 1203100000000 00O
and 48.7%, respectively. Our net gearing ratios as at 31 December 0000 0O46.5%0 48.7%0 0 0 0 O 0O 20240 12
2025 increased by 2.2 percentage points as compared with 31 0310000 0020250120310 0 00000
December 2024, primarily due to an increase in net debt resulting from oboobz22000000D0O0O0O0OOOOOOO
a rise in total borrowings. Ooo0ooooooog

Except as disclosed above, as of 31 December 2025, we didnot 0O 0O O 00 0O 0 000 O02025012031000 0
have any loan capital issued and outstanding or agreed to be issued, ooooDoDOoO0ooOOobDoUooDOooooDoOooo
bank overdrafts, loans or other similar indebtedness, liabilities under ooooDoOoDO0oDoOOOoDODOoOOoOooooooan
acceptances or acceptable credits, debentures, mortgages, charges, 00D00DO000DOoO0O0ooODOoDOooooOooOoooan
hire purchases commitments, guarantees or other material contingent 00000000 OOO

liabilities.
b. Commitments b. [7 [0
(a) Capital commitments (a) Oooooomn

Capital expenditures contracted for at each balance sheet date, but not oooo0oDoDOoO0oooDoDOoOo0ooDOoOOooOoOoDOoOaon

yet incurred are as follows: ocoooo
As at 31 December
0 120 310
2025 2024
20250 20240
RMB’000 RMB’000
ooooo ooooo
Property, plant and equipment oooooooOoo 833,903 84,030
(b) Concession projects and construction projects contracted at  (b) oooooogooooOooooOoooo

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

As at 31 December

0120310
2025 2024
20250 20240
RMB’000 RMB’000
ooooo ooooo
Concession projects and construction projects gooooooooo 706,710 730,962
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(e} 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:

gbd obdaoodgobad

oooooocooboDooOoocOoooooboooan

O0o0o0O0ODO0OO0OO0O0O0O0O00D?20240 0O 2025

0120310 00000000000 00D00OAO
016120 000000283000 00000O00
uobooooocoooOOooOoboOoobOOooooao

oooooooOoOoOoocooooooooboo

0oo00oooooODODoOOoOOOoOO0oO0oOOoooooo

As at 31 December

0120 310
2025 2024
20250 202410
RMB’000 RMB’000
ooooo ooooo
Wastewater treatment oooo 213,976 28,007
Water supply ooao 68,982 45,238
Others oo - 87,945
Total oo 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.

58 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.

oooooooooooboooobooooan
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ooboooo0oooOoDbDOooOOooOOoOOoDbDOoDO
obooooobo0oooooOoOooooOoOOooao
ooooooao

L

gbooooooad

0000000 00020250 1203100
gooobOoooobOoboOooooao
gooobOoooocbOoooboOooOoao
gooobOoooooOoooooooaon
oooocoooOoooOoDbDOoDOOoO0oo0aon
Ooo0oo0ooODODDOO0OOO0OO0OO0O0O0oo0oooDooon
ooooooooOoOoboooooooao
uoooooocOoobOooOoooooao
oboocooOoooocobOoooobooaon
O

OO0 oOooOoooQgooadg

O o0ooag
OoOooo0ooooao
OoOoo0oo0ooooao

O

O
O

oooboOoOoobooogoo 20250000

B}



CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS
oo ougbooddd

6. Exchange rate risk and management 6. goooooao

All foreign currency borrowings of the Group for the current period ooooDoo0ooDOoDOooOOooooDoDOooOoaon
have been repaid, and there was no balance of foreign currency 00 0000000000000 O0OOOOQOOO
borrowings at the end of the year. Therefore, the Group did not face 00o00oooooDoDoDooOOoOo0Ooooooog
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 7. opoooooao

Relationship with Employees

As of 31 December 2025, we had 1,073 full-time employees, all of [0 20250 12031000 0 01,0730 000000
whom were in China and most of whom were based in Yunnan. The 00o00obD0OoooooooooooDDoDo202s

following table sets forth the breakdown of our employees by function 0120310 00000000000
as of 31 December 2025:

Number
Function oo oo
Management and Administration gooooano 192
Finance oo 44
Research and Development oo 57
Quality Monitoring oooao 196
Marketing oo 21
Operations oo 519
Construction and Maintenance gooooano 44
Total oo 1,073

We recruit our employees on the open market. Compensationfor 000000000 OO0OO0OOOOODOOOOO
our employees includes post wages, performance-based wages, oooO0oooooOopbDOoobDooooooooao
allowances and subsidies, overtime payment, bonuses and other 0000000000 D0O?20240 020250 120 31
staff benefits. For the years ended 31 December 2024 and 2025, our 0Oo0Do0ooo0oo0DoDOooOooOoooOonDoan
employee benefits expenses amounted to approximately RMB171.6 17160 000000145500 00

million and RMB145.5 million, respectively.

We believe our employees are the most valuable resources to achieve ooooO0ooO0OoDoOOoDbDOooOoOoDbODOoDOooo
our success. To ensure the quality of our employees at all levels, we ooooDO0ooO0ooDoDOoooOoooooboDOooOoao
have in-house training programs to train our staff. New employeesat 000000000000 DOOOOCOOOO
our production facility receive trainings pertinent to their job duties. We 00000o0oDoDoooO00oo0oooooan
have established a science and technology innovation training center, oooooooooo

which provides more training courses for our employees.
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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
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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 0 0 O 0 O OO0 0O O O
0000000 O0ODODO0O0OO0O0O0OOO0OO0OOaOo(EPC)OD OO0 (the
“EPC Contract”) with the joint contractors (i.e. China Railway No0.10
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.
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od obooogobd

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
Kunming Panlong District Rural Credit Cooperative* (0 O O 0O O O
0000000 D0) (*Panlong District Rural Credit Cooperative”),
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 |”) 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.
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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* (0 0000 O0OOOOOOODO) (“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
1) and the supplemental entrusted loan extension agreement (the
“Supplemental Entrusted Loan Extension Agreement ") 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 I11”) 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* (0 D00 O0O0OO0OOO0OODOODO) (“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 |") 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
11") 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* (0D 0 O 0O 0O OO
O000000) (formerly known as Kunming Water Supply Group
Co,Ld*(0D000O0O0DOO0OOO)) (“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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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

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
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13. Pledge of Shares by the Controlling Shareholder 13. obooooooao

On 24 October 2022, KDI, the controlling shareholder, entered into an 0202201002400 0 0 0 0000000O00OAO
agreement with Agricultural Bank of China Limited Kunming Dianchi oooooDoooooOoooOooOooDboOooaon
National Tourism Resort Sub-branch (the “Lender”), to pledge up to 0o0D0D00O0D@OoO0D0M0o0oo00oOoaon
198,080,068 domestic shares in the issued shares of the Company 000000000 O0DOD198,080,0680 O 0O
(the “Pledged Shares”), in favour of the Lender as security fora OO0 00000 OCOO0OO0OO0OOOOOOOO
loan facility in an aggregate amount of RMB200,000,000 granted to 00000O0z200,000,000000000000O0O0OMHNI
the Company (the “Loan Facility”). The Pledged Shares represent 0ooo0oOoooDoDoDODOooOOooooDoDOooOoaon
approximately 19.25% of the total issued shares of the Company, and 1925%0 0000000000000 DOO0OO0
are expected to be discharged and released upon repayment of the 0000000000000 DO0O0O0DOaO0a?2022
Loan Facility in full. For details, please refer to the announcement of 0100230 0 00000 000OC0OO0OO00OO0OAO
the Company dated 23 October 2022. As of the end of the Reporting OO0 0000 O0O00OOCO0DODOOOOOOOOO
Period, the Loan Facility has matured and the Company has fulfilled all ooooooooooooooo

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 14. g 0 g 0 a g

conditions by the controlling shareholder googd

On 25 March 2022, Dianchi International Holdings Limited (the 02022030250 0000000000000A0
“Borrower”), a direct wholly-owned subsidiary of the Company,as 0000000000000 OOOO0OO00O
borrower and the Company as guarantor signed a facility agreement 00000000 o0ooDoDmOoo00oOo oo
(“Facility Agreement”) with various banks (the “Banks”). Pursuant to 000ooo0oOOoooDocoooooooaon
the Facility Agreement, the Banks will provide the banking facilitesof O OO OO0 OO0OOOO30000000000
up to USD300 million or equivalent foreign currency (the “Facility”) 0000 booOoooooooooooooo
to the Borrower. The final repayment date of the Facility shall be the 0030 000onooooooooooooOan
date falling 36 months after the first withdrawal date. Pursuant to the oooobOO0oOoOooos1woooooooao
Facility Agreement, if Kunming SASAC no longer directly or indirectly OO0 000000 OOCOOO0OOOOOOOOO
owns more than 51% of the share capital of the Company, it would 0oo0oDo0oo0OooDOoooOoooooDoDOooOoaon
be deemed as a change of control, and the Banks would be entitled oCo00o0oDomoooU0ooDOooooooooao
to cancel their loan facilities pursuant to the Facility Agreement and oo00oDb0OoOooOO0oooDO0oobDOomoao
to declare that all amounts outstanding under the Facility (including 00000000D020220302500 000202300

interests accrued) and all other amounts shall immediately becomedue 0000000000000 O0O0O00CCCOCOGOO
and payable (unless waived by the majority of the Banks). For details, oooDoooDoODOoO0oDOoOO0oDDODOoOOoDoDoOOo0Oan
please refer to the Company’s announcement dated 25 March 2022. ooooosoUOoOoOoDODOO0OOODOOOOO
In 2023, the Company entered into a pledge of receivables contract 000 0000000 QO 020220302500 00
with Bank of Communications (Hong Kong) Limited (as the guarantee gooooooooooooo

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 ooooOo0oobOOobDOooOOooOooDbDOooOoo
obligations for the repayment of principal and interest under the Facility Oo0oooooDoDoODoOoOoOOoOoOoooo
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 (O O), 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
(DoDooooooooO). From May 1993 to January 2006, he
worked at the Administrative Committee of Kunming Hi-tech Industrial
Development Zone (00 OO0OD0OO0OOOODOOO) 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 (DO OOOODO) from December 1996 to November 1998.
From January 2006 to November 2010, he worked at the Management
Committee of Kunming Airport Economic Zone (00O OO0OO0O
0 0O) 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. (O
000000000 0D00) 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 (O O
O0000) in June 1990, majoring in accounting. He also obtained
the accounting professional and technical qualification certificate in
October 1994.
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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 (00 O O), 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 (D OO OOO0O0O) 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. (000000000 ODOO0OO) (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* (00000000 OD0OODOOOO0OO) since
November 2025. He joined the Company in June 2019.

Mr. Chen graduated from the Changchun Institute of Geology, Jilin
Province, China (O O O 0O O O ) 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 (0O OO0 O)
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 (O O O), 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., Lid* (0 OO OCOD0OOOOOO) (now known as
Kunming Gangtong Logistics Group Co. Ltd* (0 000000000
0 0O)); an accountant in Kunming State-owned Assets (Shareholding)
Operation Co., Ltd.* (
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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* (D 0D 0000000000
0 O ) 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. (0 0D OO0 0 OO OOOOOODO
0 ) 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. (O
00DO0OO0DDOO0ODOO0ODOODOOaOAO)inher 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 (O O O), 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* (00O OO O) from
December 1990 to March 1993; worked at Kunming Television Station*
(D O0OoO0O) 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.*
(DoooDoDooooooooo) from March 2009 to November 2013
as project team leader and project director; worked at Kunming Herui
Investment Co., Ltd* (D0 OO0OOO0O0OO0O) from November 2013 to
July 2019 as deputy general manager and general manager; worked
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., Lid* (0O D0O00OOD0OOOOOOOOCOOO) from
February 2024 to November 2024.

Mr. Xu graduated from Yunnan Arts University (00000 0O) in July
1989 majoring in drama writing and directing.

Ms. Cheng Yijing (O O O) formerly known as Cheng Nan (
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Ms. Cheng worked at the Kindergarten of Kunming Rubber Company*
(COOoODOOoOOoOOooO) from October 1995 to April 2000 (during
which she studied computerized accounting at Yunnan University);
worked at Yunnan Tourism Investment Co., Ltd* (0D 0000 O0O0O
00 0) 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* (D0 O0O0OO0OOOOOO) from June 2015 to
January 2019 as a full-time vice chairman of the labor union; worked
at Yunnan Sports Industry Investment Co., Ltd* (000000 O0O0O
O O000) 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* (D O0OO0DOOO0OODODOOOO0O) 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. (00O 0ODOOOOOOODOONO)
since April 2024; and has served as the director of Yunnan Southwest
Consulting Co., Ltd* (D0 OO0O0ODOO0OO) and Yunnan Provincial
Tourism Investment Co., Ltd* (D0 OO OO OO OO O) 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 (OO

gbd obogbobogno

000019950100 02000040 000000
oooooOoOoocooooboooooooao
OO00O00mzo06090 02015060 00 0O 0O
obDooooooDOooOoOoooOOoDbDOooO0Ooan
O0D00O0D0OO00OO0OO0O00O0O0O0020150600
20190100 000000000 0O00CO0ODOOGO
0000000020190 10 0202204000
obooooocoobOoboooooboooao
oooo0ooOO0ooOO0OO0Oo00OO0o0Oozo022040
2024080 000000000 DODOOOD0OO
opooooOoO0oDbDOoOoooOoDbDoOOoOOoDbDOoO
0000020240400 0000000000
OoooOoOooODODbOO0OO0OD0OD2024080 000
oboocoooboocoboooocobooooan
oooao

Oo0oOo0ooOoooQgoao

Oo00O19s070 000000000000
OOO00O0O0000020230110000000
oboocoooboocoboooocobooooan
oooooooooo

o o A |

000003700 020250090 0000000
20250902600 000000CODO0OBO0ODOOO
obooooocoobobbOoocOoobOoboooao
oooooooooooo

00002014070 020150400000000
Oo0o0O0D00O00OO0OD0OD0OO00O0D0O0OO02015070
gz01702000000000000O00O0O0O0
2017020000000 0000DOO0O0O0O00O0OO
oo0ooooOoo0oo0ooOoOOoooooDoooDooon
00000000000 O0O0OO00D0O0OB.O2025
osooO0OO0OO0OO0OOOOODOOOODODOOOO
oooo

oooboOoOoobooogoo 20250000

65



CHAPTER SEVEN PROFILES OF DIRECTORS AND SENIOR MANAGEMENT

od gboobogobogao

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 (O O 0O 0O) 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.

(€ INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Zha Guiliang (O O O), 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 (O 0O O O
0 0) 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* (000000000 OOODOO)
since May 2014; and he served as a director of Kunming Expressway
Construction and Development Co., Ltd* (0 0000000000 O0O
00 00) 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 (O O O), 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* (0000 OO00OOO
0 0O) 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* (D00 DOOOOOOODOO)
from January 2016 to July 2025; and served as a member of the Party
Committee and financial controller of Kunming Water Group Co., Ltd.*
(00O0O00OOoDoOoDooooOo) 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 (O O ), 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* (D OO OO O0OO), 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* (00000000
O00O0000), 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* (0O 00O OO0 ), Tianjin
Development Holdings Limited (Stock Exchange Stock Code: 882),
Grosvenor Asia Pacific Limited* (0 O [J OO 00 O ) and Hongkong
and Shanghai Land Capital Ltd* (D000 O0O000O0O).
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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* (0 0 OO0 O0OO) at Xiamen University (000 0) 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
oo oo oo goooo
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
ooooo 56 ooooooc ODOODoooOOOO
0o ooooooOoooo
Mr. Mu Yong 51 Deputy General  Assisting the general
Manager manager in the

daily operation and
management of the
Company

oooao 51 oooao ooooooOoOoooo
pooooooo

0000190 0000000000000a0
oOopbze0500000000000000000
1y00ooo0ooOoooooocoboooooan
ooooooooODDOOoOOoOOoOO0oO0ooooooooan
oo0o0o0o0ooooODOOoOOoOOoOO0oO0ooooooobooao
ocooOoooooo
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Relationship with
other Directors,
Supervisors

Date of joining and senior

Appointment date our Group management
oooooo
goooooag gooobooa

oo0oo oo goono
Appointed as general June 2019 None

manager on 10 July 2019

and as executive Director

on 19 June 2020
20190 701000000 2019060 O

Oo0002020060
19000000000

Appointed as deputy general November 2023  None
manager in December
2023

20230120000000 20230110 0
oo
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Mr. Chen Changyong (O O O) 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 (O O), 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 (0O O
O00000O0oO0Oooooon) 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. (00O O0OOO0OUOOOOOODOOOOOOO
00 00), 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.,
Ld*(OO000000000000) (formerly known as Kunming Water
Supply Group Co., Ltd* (D0 O0O0OOOOOODO)), 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. (DO OO0 OO
0000O000000o), awholly-owned subsidiary of the Company.

Mr. Mu graduated from Harbin University of Science and Technology
(DOO0OO0O000) with a bachelor’'s degree in July 1997, majoring
in machinery design and manufacturing; he graduated from Harbin
Institute of Technology (0 O O O O O O) with a master’s degree in July
1999, majoring in mechanical and electronic engineering. Mr. Mu is
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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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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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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* (D O OO OOOOOOAO
OO0O0D0DDOO0) (“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
ooooooOoOooooooooooo
050100100120 0601000 0 O
0O00002026030000000000

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 gooDoDooOoooOooDDoDoOOoOoooooaon
seized the real properties owned by the Company located at Level 1 0000020250120 20020260 10 270
of Block 5, Levels 1-2 of Block 10, and Level 1 of Block 6, Zhongying 20260 30 100 O O O

Village, Guandu Town, Kunming City, and decided to conduct a judicial

Oooo0o0ooooooogoao

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).
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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

O 0O o g

proceedings that would materially and adversely affect our business,
financial condition or results of operations.
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Directors confirmed that during the Reporting Period, the Group had

]

complied with the applicable PRC laws and regulations in all material
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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: ooooooo
Net profit (decrease)/increase 00oooomo
— 0.5% higher 00 0 0.5%

— 0.5% lower 00 0O 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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Year ended 31 December
00120310000

2025 2024
20250 20240
RMB’000 RMB’000
ooooo ooooo
O
(11,240) (16,722)
11,240 16,722
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The Group performed impairment assessment for financial assets 00000000000 OOOOOCOOOOO
and contract assets (including amounts due from customers for 0Dooo0o0oooooooDmooobooboooo
construction contracts) under expected credit loss (ECL) model. For ooooDOoo0ooDoDOoDoDoOOooOooDoDOooOoaon
00o00o0oO0ooO0ooooooooooooo
000000000000 U0DO0OoO0oOOoDOo
gooooooOoOoOoOOOoDDODDOOOODOD
ooooooooOooooOoooooOoo
ooo0op0oDoDoooooooDoooooo
oooooooo

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

O 0Oo0oooad
Oooogood

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 O 00000000 OO0OO0OOOCOODOOOOO
credit risk exposures and the related impairment assessment are gooooooooDoOoOooOoogo

summarised as below:

(i) Trade receivables (1)

In order to minimise the credit risk, the Group determines credit 00000000 O0O0OOCOOOOOOOOOOO
limits, credit approvals and other monitoring procedures to ensure ooooOO0ooO0OoDOoooOoooobOoooOoo
that follow-up action is taken to recover overdue trade receivables. In 0o0oooooDoOoocooooooooooan
addition, the Group reviews the recoverable amount of each individual 0Oo0o00oo0ooDDoDooOooOo0Ooooooooonan
debt regularly. In this regard, the Group’s credit risk is significantly Ooo0oooooo

reduced.

The Group’s exposure to credit risk is influenced mainly by the ooooOO0ooO0OoOOobDOoOoooobDOooOoo
individual characteristics of each customer rather than the industry in ooo0oDOoo0oDoDOoDOoooooDoDOooOoaon
which the customers operate and therefore significant concentrations OO0 000000000 OCOO0OOO0OOOOO
of credit risk primarily arise when the Group has significant exposure 0 0 0O 0 00020250 1203100000 000
to individual customers. At 31 December 2025, the Group had a 000000000000 O0DOOOQOOOe5% 2024
certain concentration of credit risk as 65% (2024: 66%) and 89% (2024: 0 066%00 89%12024008%9% [0 000000
89%) of the total trade receivables was due from the Group’s largest oooooooog

customer and the five largest customers respectively.

oobDOoDODOoboODOoboODOooODOooOooennD
OO0oDo0oO0o0oOooooooooooo
ooooobobobooooboboooooao
gooobobouooboobooobbooo
OO0O0O0OO0OO0ODbD0O0O0O020250 020240 0O
oooobobObOO00ooOoooooooao
segments between 2025 and 2024. Impairment loss of approximately 00000 076,272,00000202400 0 O
RMB76,272,000 (2024: approximately RMB53,238,000) is recognised  53,238,0000 [TJ

during the year.

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

Oo0oo0ooooo
O0Oo0ooo0oogoag
Oo0ooOooooag
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(v) Other financial assets at amortised cost (v)

The Group makes periodic individual assessment on their recoverability ooooDoDoOooooDoOooDooooDOooao
based on historical settlement records and also quantitative ocoooooOoooO0oOooOoDOoooOooOooao
and qualitative information that is reasonable and supportive 0 00O 0O 00 0O 00020250 1203100000
forward-looking information. At 31 December 2025, the Group had 0o0ooooooooooooooDooOoOO0ao
made an accumulated lifetime loss allowance on credit-impaired 0O 0000 0240,000,00000202400 0 0 00O
balance of approximately RMB240,000,000 (2024: approximately  180,000,0000 [TJ

RMB180,000,000).

(vi) Bank balances and restricted funds (vi)

All the cash and bank balances and restricted funds were deposited 0O 0000000000 OCOOOOOOOODO
in the major financial institutions in the PRC and Hong Kong, which ooooOO0ooO0OoOOobDOoOoooobDOooOoo
gooboooobobooooboboooboboooooo

oboocooOooocoboooooboooooan
oboooOooocoobOooOooooooonoan
OO00000020250120310000000
ooooO0o01e8900 0000000000
OO0O0OO0OO0O0OO00OO0O000O0D020250 12031
00000000000 D0OO0D0O03360000
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ooOobOooO0ooobOOooDOOooOooooDO
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ocoooooOooooooocO0oOooOooooOoao
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oooooooOoOoocoooono
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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:

REPORT OF THE BOARD OF DIRECTORS
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goooooa

020250 120310000010730 000000

00o0o0oo0oooooooooooOo0ODnDDnDD?2025

0120310 00000000000

Number
Function oo oo
Management and Administration gooooano 192
Finance oo 44
Research and Development oo 57
Quality Monitoring oooano 196
Marketing oo 21
Operations oo 519
Construction and Maintenance gooooano 44
Total oo 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 8. goooooao

Customers of our wastewater treatment services were primarily ooooDoDoOooooDoOooDooooDOooao
local governments in Yunnan Province, the PRC. Customers of our oboobOoo0oOoOobOOooboooboooboooobooog
reclaimed water supply services were municipal government agencies, 0Oo0Do0DoDo0o0O0oD0DOoDoODOooOOo0OoODOoODOOOn
public parks and residential property management companies. 0o0oDo0ooO0OoOOoDOoODOoOoOO0OOoOOoODOoODOoOO
Customers of our running water supply service were generally local ocopoooooooo

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 0Oo0Do0DoDo0oo0oo0DOo0DOoOoDOo0oOOo0OoODOoDOODn
Municipal Dianchi Administration Bureau. The revenue attributable to 0000 o0oDOoOO0DOoOO0OODOO0OO0ODaOaOasre.o
our largest customer was approximately RMB876.0 million, accounting 00000000 O0O0O0OOOOSB9.2%00 00
for approximately 59.2% of the total revenue of the Group. During ooooo0oobOOobDOooOOooOoobOoooOoo
the Reporting Period, the revenue attributable to our top five largest 1,217.00 0 000000000 QOO O O 82.3%0
customers was approximately RMB1,217.0 million, accounting for

approximately 82.3% of the total revenue of the Group.

oboooOooocoocbOobOooOoooOooooaa
oboobooocoocbOobooOooooooao
oooDoooocoobOooOooooooonoan
Oo0ooooooDDoOoOOoOoOO0oOoOooo

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

i By |

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 000000000000 O0OOOOODOOOO
Bureau* (00O OO0ODOOO), Kunming Jinning Water Resources ooooOO0ooO0OoDOoooOoooobOoooOoo
Bureau* (000000 O0OO), etc. We provided wastewater treatment, o0o0oDOoO0oOoDOoOooOoDoDOoOooOooDOooo
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 oo0oooOO0O0OoDO0oOoOODO0DoOUODUOOoDOO
none of our Directors, their close associates or any Shareholder oo0ooOoODO0DOOoOO0ODOOoDoOUObOOOoOoDoo
(who, to the knowledge of our Directors, owned more than 5% of our 0o0o0o0ooo0s»woooooooooooooan
Company’s issued Shares) had any interest in any of our five largest 00 000000000 ODOOOOOOOO
customers during the Reporting Period. We did not have any major Oooooooooo

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* (0O O OO
00000) 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* (U 0000000 O0O OO O), 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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odg obogbd

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. (DO OO 0O O O
O00000000), aproducer 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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10. Environmental Policies and Performance

We must observe the national and local environmental protection laws
and regulations in China, including the Environmental Protection Law
ofthe PRCOOD DI ODODOOODODOOOONO), the Law of the PRC on
the Prevention and Control of Water Pollution (0 0O 0O 0 00 0O OO
0O 0 0 00, the Water Lawofthe PRCO O 0O O OO O O O O0O), the
Regulations on Urban Drainage and Sewage Treatment 0 0 0O 0O O O
0000000 and Yunnan Dianchi Lake Protection Regulations [l O
OO0o0O0oOoooon.

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
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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
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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
goooooooo
od oo oo gogooao ogoo gooooooo gooooooo
Mr. Chen Changyong 56 Executive Director and General  Participating in strategic Appointed as general June 2019 None
Manager (member of the decision making of the manager on 10 July
Strategy and Investment Company and responsible for 2019 and as executive
Decision Committee) operation management of the  Director on 19 June
Company 2020
ooooo 56 0000000mD0ODOD 0OOOOOOOOCOOOO 201907010000 2019060 o
ooooooooo gooooao 0oooooao20
0601900000
oooo
Ms. Lian Zhaoju® 54 Executive Director Participating in strategic 26 September 2025 July 2025 None
decision making of the
Company
ooooow 54 oooo goooooooa 20250 90 260 20250 70 O
Mr. Xu Jingdong 58 Non-executive Director Participating in the development 29 June 2023 June 2023 None
of business strategies of the
Company
ooooao 58 goooao 00oooooo00o000 2023060290 20230 60 O
0
Ms. Cheng Yijing 55 Non-executive Director Participating in the development 21 August 2024 August 2024 None
of business strategies of the
Company
ooooao 55 goooao 0000000000000 2024080 210 20240 80 O
0
Mr. Zhang Yang® 40 Non-executive Director Participating in the development 7 December 2022, December 2022 None
of business strategies of the and ceased to be
Company a non-executive
Director from 22
August 2025
ooooe 40 gooooao 0000000000000 202201207000 20220 120 0
0 202508022000
gooooooao

oooboOoOoobooogoo 20250000 89



CHAPTER EIGHT REPORT OF THE BOARD OF DIRECTORS
god oogogo

Relationship with
other Directors,

Date of joining our Supervisors and
Name Age Position Roles and responsibilities Appointment date Group senior management
goooooooo
oo oo oo ooooo oooao oooooooo oooooooo
Ms. @ROYuan®” 37 W Non-executive DirectoMParficinafinglh the development 26 Septerlier 2075 Sepfemilier 2025 None | I |
of business strategies of the
Company

gooooe 37 oooaoao

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



Name

oo

Ms. Fu Jifang®

oooooe

Mr. Ong King Keung®

oooooe

Age

54

54

50

50

Position

oo

Independent Non-executive

Director (chairperson of

the Nomination Committee
and member of the Audit

Committee)

oooooomooooaD
ooooo0O0oDOOOO0Oo

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

Nomination Committee)

oooooomooooaon
opooooooooooa

opooooooooo
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Roles and responsibilities

ooooa

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

ooooooooooooo
gooooooooooa
gooooooooooo

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

oooooooooooon
oooooooooooa
ooooooOooOOooOoo

god oboogao

Date of joining our
Appointment date Group

oooao oooooooaon

23 December 2025 December 2025

20250 120 230 20250 120

12 November 2021, November 2021
and ceased to be
an independent
non-executive
Director, chairperson
of the Remuneration
and Appraisal
Committee, and
member of the
Audit Committee
and the Nomination
Committee from 20
August 2025

2021011012000
202508020000
ooooooooa
goooooooo
ooooooooo
ooooooooo
]

20210 110

Relationship with
other Directors,
Supervisors and
senior management
goooooooo
gooooooo

None

None
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Name Age Position

oo oo oo

Dr. Chan Ho Wah 56
Terence

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

oooooo 56 oooooomooooo
oooooooooooa
gooooooooo

Mr. Na Zhigiang® 64 Chairperson of the Board of
Supervisors, Employee
Representative Supervisor

gooooe 64 oooooooooooao

Ms. Wang Shu® 46 Chairperson of the Board of
Supervisors, Employee

Representative Supervisor

ooooe 46 ooooooDoDOoOO

Roles and responsibilities

ooooa

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

ooooooooooooo
goooooooooooa
gooooooooooo

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

ooooooooooooo
goooooooooooao
gooooooooooo
oooooooooooa
ooao

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

ooooooooooooo
oooooooooooa
gooooooooooo
gooooooooooa
ooag

Date of joining our

Appointment date Group
oooo gooooooao
26 September 2025 September 2025
20250 90 260 20250 90
19 January 2011, February 1990
and ceased to be
a Supervisor and
chairperson of the
Board of Supervisors
from 8 January 2025
201101019000 19900 20
20250108000
ooooooooo
oo
8 January 2025, and March 2020

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

202501080002025 20200 30
0602700000
ooooooooo
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Relationship with
other Directors,
Supervisors and
senior management
goooooooo
gooooooo

None

None

None



Name

oo

Mr. Yao Jianhua®

oooooe

Mr. Shao WeiV

gooog®

Age

67

67

45
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god oboogao

Relationship with
other Directors,

Date of joining our Supervisors and
Position Roles and responsibilities Appointment date Group senior management
goooooooo
oo ooooao oooo pooooooo pooooooo
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
0ooooo 0000000000000 201101019000 19950 110 0
goopoooooOooDO 202506027000
oooo0ooo0ooooao ooooa
ooo

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
oo 0000000000000 201605070002025 20160 50 a
ooooOooo0oooOoao 0602700000
oooooooOooooo ooo
ooo
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Notes:

(€]

(2

3

4

()

(6)

()]

(C)]

©)

(10)

(11)

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.

At the 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.

5¢ 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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10.

11.

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.

Mr. Na Zhigiang 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 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.

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

Changes to the information of Directors and chief executive officers

during the Reporting Period required to be disclosed under Rule

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

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

Mr. Chen Changyong, an executive Director and general
manager, has served as a director of Kunming Land
Development, Investment and Operation Co., Ltd.* (00O 0O
00000000 O00D00O)since November 2025.

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

5} Mr. Zha Guiliang, an independent non-executive Director,
ceased to serve as the director of Kunming Expressway
Construction and Development Co., Ltd* (D OO0 0OO0OOO0O
000OoOoD0o0)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. (

oooboOoOoobooogoo 20250000 97
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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)
0oowoooooo

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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Name of Shareholder

oboo

Kunming Industrial Development &
Investment Co., Ltd.

oooooO0oo0OoO0O0Onn

Kunming Industrial Development and
Construction Company Limited

oooooO0oo0OoO0O0Onn
0

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

0O00000OOO0OODOOoOoo
0oO0o00oooO0OooDoo
ooooo

Yunnan Provincial Investment
Holdings Group Co., Ltd.
oo0oDO0OO0OO0OO0OODOO

Modern Orient Limited

Modern Orient Limited

Identity/Nature of
interest

gooooooao

Beneficial Owner

ooooo

Interest of Controlled

Corporation

oooooao

Beneficial Owner

ooooo

Beneficial Owner

ooooo

Interest of Controlled

Corporation

oooooao
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Class of Shares

ooooO

H Shares

HO

H Shares

HO

H Shares

HO

H Shares

HO

H Shares

HO

Number of Shares
(share)

oooao
oono

59,000,000

(long position)
(Notes 5 and 7)
59,000,000 0 OO
ooosorzo

59,000,000

(long position)
(Notes 5 and 7)
59,000,000 0 OO
ooosorzo

39,790,000
(long position)

39,790,000 0 00

64,770,000
(long position)
64,770,000
oooo

47,754,000

(long position)
(Notes 6 and 7)
47,754,000 0 00
oooenzo

Approximate
percentage of
the total issued
share capital of
the Company
(%)
ooooooo
ooooooo
000 (%)

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
(%)
ooooooo
oooooo
000 %)

17.35%

17.35%

17.35%

17.35%

11.70%

11.70%

19.05%

19.05%

14.04%

14.04%
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Name of Shareholder

opboo

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

Identity/Nature of

interest

ooooooao

Beneficial Owner

ooooao

Interest of Controlled

Corporation

oooooa

Interest of Controlled

Corporation

oooooa

Interest of Controlled

Corporation

oooooao

Interest of Controlled

Corporation

oooooa

Interest of Controlled

Corporation

oooooao

Class of Shares

oooo

H Shares

HO

H Shares

HO

H Shares

HO

H Shares

HO

H Shares

HO

H Shares

HO

Number of Shares
(share)

oooo
ooo

47,754,000

(long position)
(Notes 6 and 7)
47,754,000 0 00
oooenzo

47,754,000

(long position)
(Notes 6 and 7)
47,754,000 0 00
oooenzo

47,754,000

(long position)
(Notes 6 and 7)
47,754,000 0 00
oooenzo

47,754,000

(long position)
(Notes 6 and 7)
47,754,000 0 00
oooenzo

47,754,000

(long position)
(Notes 6 and 7)
47,754,000 0 00
oooenzo

47,754,000

(long position)
(Notes 6 and 7)
47,754,000 0 00
oooenzo
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Approximate

percentage of

the total issued

share capital of

the Company

(%)

goooooo

goooooao

000 (%)

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

(%)

goooooao

oooooao

000 (%)

14.04%

14.04%

14.04%

14.04%

14.04%

14.04%

14.04%

14.04%

14.04%

14.04%

14.04%

14.04%



Notes:

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 (000000000
O0000D0) (“Notice of Assistance in Enforcement 1”) and the Notice
of Assistance in Enforcement from the People’s Court of Changchun
Economic and Technological Development Zone (DO O O0OO0OO0OOO
0000000000000) (“Notice of Assistance in Enforcement
11"). 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 (0 O O
0000000000 00O0oon), 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* (0 0000000000000 O0OOOOOODOO), 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* (0000000000 DOOO0OOOOOOODOO), 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* (0000000000 DOOO0OOOOOOODOO), 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* (0000000000 DOOO0OOOOOOODOO), 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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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 (0 0 0O 0OO0OO0OOO0OO0ODOOODOAOD), 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 O OO DOOO0OOQOCOODOOOOOOODOODOD), 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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Sh MANAGEMENT CONTRACTS S gooao

During the Reporting Period, the Group did not enter into any contracts 0oo0DoDOooo0oOoDOoOoOO0ooOOoDOoODOoODOODn
and there were no existing contracts in respect of the management and oCooo0oO0ooOo0oOooU0ooDooOoooOooDoOo
administration of all or any significant portion of the business (except goooooooobDooOOooCOoooooood
for such service contracts entered into with the Group’s Directors,

Supervisors and all employees).

T. CONNECTED TRANSACTIONS T. googo

We have entered into certain transactions with the Controlling OoDo0oDo0oo0ooDOoDOooOooOooDoDOonoOoan
Shareholder. In accordance with Chapter 14A of the Listing Rules, Oo0Ou4A00DCDODODOOOCDOODOOOODOOOD
such transactions have constituted the connected transactionsor OO OO0 0O0O

continuing connected transactions of the Company.

1. Non-exempt Continuing Connected Transactions Subject 1. oooDoOooooOoOoooDoooood ad
to the Reporting, Annual Review, Announcement, Circular 000000000 o0ooooooo

and Independent Shareholders’ Approval Requirements

Entrusted Operation and Management Framework Agreement

The Company disclosed in the Prospectus that the Company entered ooooDO0ooO0ooDOOoDOoooooDbDOooDoOoo
into certain agreements with the Controlling Shareholder prior to the 0Oo0o00oo0ooDDoDooOooOooooooooonan
Listing, pursuant to which the Company provided certain operation ooooooOoooooOooDooOoooOoOoo
and management services to the Controlling Shareholder in relation 0o0DOo0DoDo0o0OooDO0oDOoOoO0OOoOOoOoOooOoaon
to wastewater treatment plants, reclaimed water supply facilitesand 000000000000 O0OOCODOOOOQOOO
running water facilities owned by the Controlling Shareholder. Such ooooO0ooO0oOobOboDOooOoobOobOoooOoo
operation and management service, depending on the development ooooooO0ooOOooDoooDooooDOooao
stage of the project, typically includes operating, testing and adjusting 0Oo0ooooooDoDoooOoOOoooooooonan
the equipment and facilities, arranging operating personnel and experts 0o0o0oDo0oo0ooDDOooODOo0oOOo0Oo0DOoODOODn
to maintain the daily operation of such plants and ensure the effluent 000000000 O0OOOOOOOOOOO
quality meets the relevant discharge standard, settingup management 000000000 OCO0OO0OO0OOCOOOOOOO
policies and operation guidelines, chemicals purchase, and sludge O00O0ODO0OD0O0O0O?2016040 250020190 40

transportation and disposal. The Company does not provide 3000202109020 0 000 OCOOOO0OO
construction service to the Controlling Shareholder. To regulate the 0Mooo0ooDoDoooO00Ooooooooonan
terms and conditions under which the Company will provide such 000000 O0O0OQCO0OO00OO0DO?20240 120 31
operation and management services to the Controlling Shareholder 00Do0o0oo0o0ooDDoODo0ooOOoOO0Oooooooo0aOn
after the Listing, the Company entered into an entrusted operation OO0 000000 OCOO0OO0OOCOODODOOOOO
and management framework agreement (the “Entrusted Operation gooooooooODOoooCcoOoOooooo

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
00000000000 D0OO0OO0DO0OO0ODOO0DOO0OoOOoon), which
covers 7 plants; and Baiyuhe Water Purification Plant Class | Category
A Process Section Entrusted Operation and Management Agreement
0Oo0000D0ODO0OO0O0DAODDO0OODOOOOOOOOoL),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 000000 oOO0O0oDoOOoDOOO0Oo0OaOaoao?2025
the Entrusted Operation and Management Framework Agreement for Oo0oooooob0oaoaisglrz20000bOOononod
2025 was RMB189,172,000, with the actual transaction amount being 00000 182,450,00000

RMB182,450,000.

The Company has formulated the Regulations on Management of oo00OooobDoobOO0ommoooogoao
Connected Transactions 0 O O O O O O O O 0), and our relevant oooDooO0oDODOoDOooOOooOOooDoDOooOoao
operation and management departments regularly review whether the ooboo0ooOOobOo0oooboobooooobooo
amount of connected transactions incurred has exceeded the annual caps. ocooooOooOoOoOoOomooooDoDOoOoO
In addition, for individual service agreements under continuing connected 0o00oooooDOoDOoOoOO0ooOOoOoODoDOooOOaOn
transactions, the Company has formulated the Contract Management 00 0000000000 O0OOOOOOOOO
Regulations § O O O O O O 0) and takes various measures to ensure oooooo

that the signing of such individual service agreements comply with the

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 therelevant 000000000000 DOOOOCOOOOO
requirements of the Listing Rules in respect of connected transactions. godoooooDoDoOOoOOoCOoOoDoooooooDooOao
Save as disclosed above, none of the related party transactions ooooDoDoOooooDoOooDooooDOooao
disclosed in the Group’s financial statements are connected oooogno

transactions within the meaning of the Listing Rules.

2. Confirmation by the Independent Non-executive Directors 2. goboooobooao

O

The independent non-executive Directors have reviewed each of the ooooDoDoOooooDoOooDooooDOooao

aforementioned disclosed continuing connected transactions and oooooooo

confirmed that the transactions have been conducted:

a. in the ordinary and usual course of business of the Group; a. Oo0oU0ooooDOoOoooOoOoOooOoo

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

(o} in accordance with the agreement governing the relevant c. goooOoooooOOoOooooDooooo
transactions, on terms that are fair and reasonable and in the jddddddUoOobooouUououooao
interests of the Shareholders as a whole. ooogo
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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;

c. 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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CHAPTER EIGHT

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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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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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

Oo0oo0oooogoag

his/her term of office, such director shall continue to perform his/

Oo0Oo0oooooOoooogoao
OooQooooogoOooogo

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 00000000000 OCOOOOOOOOOO
corporate governance practices and operation in order to comply ooooDoO0ooOoooDoOOoOoOoOooOooDoOooon
with the relevant provisions under the Listing Rules and to protect

Shareholders’ interests.

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

OooUooooooooeCc3omoopoooao
00000000 oOoU0ODmooooOoooao
000000O0oO0O00DOmooDoUoooOooo
Supervisors and relevant employees (has the same meaning ascribed ooooDooooOoO0oDoDooooooooOoan
to it under the CG Code) in respect of their dealings in the Company’s Oo0o0DO0ooO0OoOO0oOoOoDoDOooOOooooOooaOg
securities. After making specific enquiries to all of the Directors and 00 O00O000O02025010 10 02025060 27
Supervisors, the Directors and Supervisors confirmed that they had g00oooooooooooooooooo
strictly complied with the required standards as set out in the Model

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,

O 0Oood

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
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As of the end of the Reporting Period, the composition of the Board is

as follows:

Name
oo

Mr. Zeng Feng
oooo

Mr. Chen Changyong

goooao

Ms. Lian Zhaoju
ooooo

Mr. Xu Jingdong
ooooo

Ms. Cheng Yijing
ooooo

Ms. Gao Yuan
oooao

Mr. Zha Guiliang
ocoooo

Ms. Fu Jifang
ooooo

Dr. Chan Ho Wah Terence

ooooao

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

Age
oo

61
61

56

56

54
54

58
58

55
55

37
37

46
46

54
54

56
56

Sex
oo

Male

Male

Female
0

Male

Female
0

Female

O

Male

Female

Male

CHAPTER NINE  CORPORATE GOVERNANCE REPORT

Position
oo

Chairperson; Executive Director
gooooooa

Executive Director and General
Manager

oooooooao

Executive Director
oooo

Non-executive Director
goooo

Non-executive Director
ooocoao

Non-executive Director
goooo

Independent Non-executive Director
ooooooo

Independent Non-executive Director
ooooooo

Independent Non-executive Director
ooooooo

Directors and Senior Management” of this annual report.

god oboogod
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Appointment date
gooo

16 September 2021
2021090 160

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

201907010000D00000O
goz20200601900000
gooo

26 September 2025
20250 90 260

29 June 2023
2023060 290

21 August 2024
20240 80 210

26 September 2025
2025090 260

13 November 2023
20230 110 130

23 December 2025
20250 120 230

26 September 2025
20250 90 260

Term
oo

3 years
30

3 years

30

3years
30

3 years
30

3years
30

3 years
30

3years
30

3 years
30

3years
30
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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.

(e} 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
annual operating plan and investment proposal; to draft the
Company’s annual financial budget and final accounts and provide
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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CHAPTER NINE

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.

CORPORATE GOVERNANCE REPORT
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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:

uooooooooOOOoooOoOooooooooao
oboooooobOobOooOoocbOooboooao
ooooooobODoOooooooooooooan
oo0oo0o0o0z28000000000000000O

Number of
meetings attended/

Name Position should attend Attendance Rate
gopoooood

oo oo oonoad ooo

Mr. Zeng Feng Chairperson; Executive Director 28/28 100%

oooo oooooooao

Mr. Chen Changyong Executive Director and General Manager 28/28 100%

ooooo ooooooboo

Ms. Lian Zhaoju® Executive Director 6/6 100%

ooooow goood

Mr. Xu Jingdong Non-executive Director 28/28 100%

gooooo gpoooo

Ms. Cheng Yijing Non-executive Director 28/28 100%

ooooo ooooo

Mr. Zhang Yang® Non-executive Director 20/20 100%

oooo®e gopoooo

Ms. Gao Yuan® Non-executive Director 6/6 100%

gooooe goooo

Mr. Zha Guiliang Independent Non-executive Director 28/28 100%

gooooo opooooono

Ms. Zheng Dongyu® Independent Non-executive Director 25/25 100%

ooooo® ooooooo

Ms. Fu Jifang® Independent Non-executive Director 1/1 100%

ooooog® goooooono

Mr. Ong King Keung® Independent Non-executive Director 18/19 95%

ooooog® goooooono

Dr. Chan Ho Wah Terence® Independent Non-executive Director 6/6 100%

ooooog®om gopoooooao
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During the Reporting Period, 1 annual general meetingand 2 0000000 O0O0OOO0OO1000000200
extraordinary general meetings were held. Prior to the general meeting, godoooooDoDoOOoOOoCOoOoDoooooooDooOao
reasonable notice was given in strict accordance with the relevant ooooDoo0oooDOoDOooOOoooDOoooOoaon
requirements of the Listing Rules and the Articles of Association, and gooooboOobObOO0O0oOooooboooooooao
the chairpersons and members of the special committees were invited 0000000000 DOooODO0OoOOoOo0OooDOOon
to attend the meetings and individual resolutions were proposed on the oooooooo

actual separate issues to be considered at the general meetings. The

attendance of the Directors was as follows:

Number of
meetings attended/
Name Position should attend Attendance Rate
Oooooo
oo oo oooo ooo
Mr. Zeng Feng Chairperson; Executive Director 3/3 100%
opooo oooooooao
Mr. Chen Changyong Executive Director and General Manager 3/3 100%
ooooo oooooooo
Ms. Lian Zhaoju® Executive Director 2/2 100%
ooooow oooo
Mr. Xu Jingdong Non-executive Director 3/3 100%
ooooo ooooo
Ms. Cheng Yijing Non-executive Director 3/3 100%
ooooo ooooo
Mr. Zhang Yang® Non-executive Director 1/1 100%
opooo®e ooooo
Ms. Gao Yuan® Non-executive Director 2/2 100%
opoooe ooooo
Mr. Zha Guiliang Independent Non-executive Director 3/3 100%
ooooo ooooooo
Ms. Zheng Dongyu® Independent Non-executive Director 2/2 100%
ooooow ooooooo
Ms. Fu Jifang® Independent Non-executive Director 1/1 100%
ooooo® ooooooo
Mr. Ong King Keung® Independent Non-executive Director 1/1 100%
ooooo®e ooooooo
Dr. Chan Ho Wah Terence® Independent Non-executive Director 2/2 100%
(I 0 T R 2 ooooooo
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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.

(1)

(2

(3

4

(5)

(6)
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38 Chairperson and President 38 goooooao

During the Reporting Period, the Company fully complied with the oooD0oopoDooooOOoOoooDOooooDoooce.2a

relevant requirements that the roles of Chairperson and chief executive oboooooDoODDODOoOOoOOoOOoO0ooooooooOan
officer should be separate and should not be held by the same person 0o00D0oD0o0o0o0DOooODO0oDOo0OoODOoDOODn
under the provision C.2.1 of the CG Code. Currently, Mr. Zeng Feng 0000 oDooDoOODooo0oDoOooO0ooDooooooan
is the Chairperson and Mr. Chen Changyong is the general manager 0 0000000000000 OO0OOOOOOO
(president) of the Company. The role of the Chairperson was separate ooooOO0ooO0OoOoOOoDbDOooOOooDoooOoo
from that of the general manager (president), and they performed 0o0oooopoDOooDoooOoOooooooooan
corresponding duties respectively in accordance with the relevant OoDo0oDo0oo0ooDOoDOooooooDOonoOoan
laws and regulations and provisions of the Articles of Association. 0o0oo0DoDoOo0oDooDoooDooooDOo0Oon
The Chairperson is responsible for leading the Board, ensuring the 0oo0oDooO00DOoDOoOoOO0oOoOOoDOoODoODOooOOaOn
effective functioning of the Board, assuming primary responsibility for 000000000 O0OO0O0OQCOODOOOOOO
good corporate governance practices and procedures, encouraging all goooooooDOOoOOoCOoOoOoooooobooao
Directors to take an active part in the affairs of the Board and ensuring ooooooooDoooooooo

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 4. g

In accordance with the provisions of the Articles of Association, gooooooDbDOoOooCOoOoOooooooboooao
the directors shall be elected and appointed at the general meeting ooooo0ooDbDOooooooooooooan
for a term of three years, after which they may be re-elected. The 00000000000 O0OOOCOOOOCOCOOO
Company has formulated the procedures of such appointment. The 0O0D0oDo0oD0O0o0DOo0DOoOoO0O0DOoODOoODOODn
Nomination Committee is responsible for identifying and nominating 0o0ooooooDDoDooCOoOOoOOooooooooOaon
new Directors after taking into account a number of factors including OO0 O O00O0OOO0OO0OO0OOOOODODOOOOO
the Board’s structure, diversity policy and facilitation of the Board’s gooOOoooobDOoOooDbDOoOooDbOooooao
operations, before submitting them to the Board for consideration ooo0oDOoo0oooDOoDOooOOooooDooOoao
and all newly nominated Directors must be elected and approvedata 0000000 O0O0OO0COO0OOOCOODOOCOO
general meeting. In nominating independent non-executive Directors, obo0oObOoO0oOoDOobOOooOOoDbOOoOoboOOoDbDOoo
in addition to the above factors, the Nomination Committee also places 0oDo0oooooDDoDooCOoOoOoOoOooooooOaon
emphasis on assessing the independence of the candidatestoensure O O00O0O0O00OCOOO0OOCOODODOOOOO

that the relevant independent non-executive Directors can make an ogoo
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; (ii) 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 0 020250120310 0 0000000000000
in the following training:

Number of
Type of training training hours
Director oo gooao gopooad
Mr. Zeng Feng (Chairperson) oo0oooooo A, B 15
Mr. Chen Changyong (General Manager) ooooooooo A, B 15
Ms. Lian Zhaoju® opoooow A B 9
Mr. Xu Jingdong ooooano A, B 13
Ms. Cheng Yijing ooooo A, B 13
Mr. Zhang Yang® oooo®e A, B 8
Ms. Gao Yuan® oooo®e A, B
Mr. Zha Guiliang gooooano A, B 16
Ms. Zheng Dongyu® opoooow A B 12
Ms. Fu Jifang® ooooo® A, B 4
Mr. Ong King Keung® oooooe A, B 15
Dr. Chan Ho Wah Terence® ooooo® A, B 15
A: Reading materials related to continuous compliance AU oooooooooOoOooooooooao
responsibilities, corporate governance and other relevant topics oooooooao

B: Reading newspapers, periodicals, newsletters of the Company BO oooOopooooOooooOoooooOoo
and updates on economy, general business and water industry,
or materials about Directors’ responsibilities and duties

Notes:

(1) 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.

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

3) 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.

(@) 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 (O O O ) 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:

Name od

Mr. Zha Guiliang (Chairperson) 0o0oo0oo0oooooo
Ms. Zheng Dongyu goooano

Ms. Fu Jifang ooooo

Mr. Ong King Keung ooooano

Dr. Chan Ho Wah Terence ooooo

020250302100 0000000000000A0
0000000000000 02024000000
obooocoOoobooz400000000000
oo0oooooobOoO0o0o0onoooooooan

oo0oo0oooooo

02025040270 0000000000000
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2. Remuneration and Appraisal Committee 2. obooooooao

The Remuneration and Appraisal Committee consisted of three ooooDoo0ooDoDOoDOooOOooooDOooOoao
members, including two independent non-executive Directors and one 0oo0oo0Do0oooDooDoOooODOooDOoooOoOoOoan
executive Director, and the committee was chaired by an independent 00000000000 OCO0O0O0OOOOOAO
non-executive Director. The members include Mr. Ong King Keung 2025080200 0 0@ 00O OoOmOoOooOoOoOn
(chairperson, resigned on 20 August 2025), Dr. Chan Ho Wah Terence 2025090260 0 0 0O O0O00O0O00OOODOO
(chairperson, appointed on 26 September 2025), Mr. Zeng Feng and

Mr. Zha Guiliang.

The principal responsibilities of the Remuneration and Appraisal 0o0oo0DoDoOooDooDooDoDOoOoooDOoan
Committee are to formulate and review the remuneration policy and ooooDoDoOooooDooDoDOoOooooDooOoao
structure of the Directors and senior management and advisethe 00000000 OOO0OOOOOOOOOO
Board on the same, to make recommendations to the Board on the ooooOooO0ooDooOoDbDoooooogoao
goobooobouoooboooobooono
gobobooooooooooboboboooao
00o0o0o0oODbODOoDO0oOoOoooooDDbo
oooooooooooooooooao
goobooooobooobooobooboo
goooooboobopboooobobbooo
gooooooo

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

OO0 oo0ooooooao

Directors and senior management for any loss or termination of office

O0Oo0ooOoood
OooO0oooogodg

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 oooooDoO0ooOoDoDoOooOooOyoDoOooOO
Committee held 7 meetings, the details of which are as follows: opDooo

On 21 March 2025, a meeting of the Remuneration and Appraisal 02025030210 0000000000000
Committee was held in the Company. The meeting considered ocooooooUooDooUoOoDooOooDoOoOoao
proposals of reviewing the remuneration policies of the Company’s ooooDoDOoO0ooOOoDoOooDOoboooDOoOoo
management and Directors and evaluating the performance of 000000 OOCOOOOO

executive Directors which were considered and approved by the

Remuneration and Appraisal Committee.

On 15 May 2025, a meeting of the Remuneration and Appraisal 020250501500 000000000000
Committee was held in the Company. The meeting considereda 0O 0 0O 000 O O0O0O 0O 020220020230 00
proposal of paying the remuneration of the Company’s executives ooooDoDoOooooDoOooDooooDoDOooao
for 2022 and 2023 which was considered and approved by the 0O 00O

Remuneration and Appraisal Committee.

132 2025 Annual Report Kunming Dianchi Water Treatment Co., Ltd.



CHAPTER NINE  CORPORATE GOVERNANCE REPORT

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
committee members was as follows:

Name oo

Mr. Ong King Keung (Chairperson) 0o0o0o0ooooooo
Dr. Chan Ho Wah Terence (Chairperson) 0o0o0o0ooooooo
Mr. Zha Guiliang ooooao

Mr. Zeng Feng oooao

3. Nomination Committee

The Nomination 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 Ms. Zheng Dongyu (chairperson, resigned
on 28 November 2025), Ms. Fu Jifang (chairperson, appointed on
23 December 2025), Mr. Ong King Keung (resigned on 20 August
2025), Dr. Chan Ho Wah Terence (appointed on 26 September 2025),
and Mr. Zeng Feng.

The principal responsibilities of the Nomination Committee are to make
recommendations to our Board on the scale, structure, and composition
of the Board and on the nomination of Directors, to assist the Board
in maintaining a Board skills matrix, to identify and review the Director
and senior management candidates, to assess the independence of the
independent non-executive Directors and the Board diversity policy, to
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
meetings, the details of which are as follows:

On 21 March 2025, a meeting of the Nomination Committee was held
in the Company, at which 3 proposals of reviewing the scale, structure,
size and composition of the Board, assessing the independence of the
independent non-executive Directors and reviewing the Diversity Policy
of Members of the Board of Directors and the progress on achieving
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:

Name oo

Ms. Zheng Dongyu (Chairperson) oooomooooo
Ms. Fu Jifang (Chairperson) 0ooo0o0Wooooo
Mr. Zeng Feng goooad

Mr. Ong King Keung ooooao

Dr. Chan Ho Wah Terence gooooano
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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
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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

138 2025 Annual Report Kunming Dianchi Water Treatment Co., Ltd.



CHAPTER NINE  CORPORATE GOVERNANCE REPORT
g Oobobodd

The composition of the Board of Directors, the background of its OO0 0000 O0O00OCOO0OOOOODOOOOO
members and procedures of selection of new Directors during the ooooO0ooO0oOoDOoDbDOoboOoooooooOoo
Reporting Period are in line with the requirements of the Diversity ooooooooooooon

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:

Percentage in the

Item Category Number

oooboOoOoobooogoo 20250000
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To establish a fair and inclusive workplace environment, the Company 00000000 O0O0O0O0COCO0OO0OOOOOOO
formulated and improved its employee diversity policy during the ooooOO0ooO0OoOOobDOoOoooobDOooOoo
Reporting Period, further clarified core principles aligning employee ooo0oDooO0oDoDOoDOooOOooooOoDOooo
diversity policy with the Company’s strategic development, and clarified 0oo0ooDo0oooo0DoooDoDOoOoDooOOoO0oOoan
that the employee diversity policy will be incorporated into the entire 0000000000 DOoOoODO0OoOOoOoODOoOa0n
career life cycle management of employees, including recruitment, 20250 12031000000 mMOO0O0O0O0OO0On
employment, continuous development, compensation and benefits. As 0 0 1,073000 000 0 0680000 0O 0O O 393
of 31 December 2025, the Company had a total of 1,073 employees ODO0OD0D0OD0O0O0O0OeB3.4%036.6%00 0000
(including senior management), of which 680 were male and 393 ooo0oDOooO0ooODoDOooOOoooobDOooOoao
were female, accounting for 63.4% and 36.6% of the total numberof O 0000000 OO0ODOOOOODOODOODO
employees respectively. Due to the special nature of the Company’s 00000000000 ooooooooooon
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 INTERNAL F. gooobooooao
CONTROL

The Board acknowledges its responsibility for the effectiveness of risk
management and internal control systems of the Group. The Group has

OO0o0ooO0oO0ooOooOooOoooooao
oboooooooooboobbobooobo
ooooobbbobuouooooooboo
goboooobooobuoooboooboo
oooooODbDbOO0obO0OoOoooouooooao
a sound and effective risk management and internal control systems oooOoooooDOoOoOoooOoOooOooOoO
of the Group in order to protect the interests of Shareholders 0oooooooDDoDoOoCOoOOoOOoooooooan
and the Group as a whole and to ensure strict compliance with

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

Oo0oo0oood
Oo0oOo0oo0oooad

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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gbooobbooobobobooboooob o
gobooobboooboooooogobao
gooboDooooooooooooooao
00000 0oO0oDOoDOoO0oOooOoooooao
000000000 oO0oO0Oo0Oo0Oooooao
00o0o0O0O0O0O0DO0OO00DO0ODO0ODDODOOOO
gbooobbobpooobooobo
gooboobuoooobooooboaog
goodooooooDbuoooboooodd
0od0ooooDOoobOoDOoooDooooao
000000000 Oo0oDoDoDOoOoOoOoooooan
0000000 ooUoUoUoUooDoooooo
goooobbooobbobuooobooaog
gooodoboooboboooboooooaa
goooobooooooooboooooaa
the regulatory requirements and based on the business need of the 00o0o0o0DoDoDooooo0Oo0ooooooon
Company, and such rules and regulations that need to be established, 0000000 oDDoDoDoOoOO0O0oo0ooooo0aon
amended and abolished shall be expressly provided. The Company ooooDoOo0oDoDoOO0OoOoDoDOoCOoODODOoOOoOoOan
highly values the dynamic monitoring of risk management. Based on ocoooooooooog

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

OO 0Oo0Oo0OoOgogooaoao
O0o0Ooo0oo0ooooao

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

OoOooooo0ooooooogoaoao

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 000000000 OOCODOOOOOOOOOO
information management. For the purposes of strengthening the godoooooDOoOooCOoOoOooooobooooao
confidentiality of inside information, maintaining the fairness of 0o0oooooDDOoOoocoOoOooooooooano
information disclosure and protecting the legal interests and rights 0000 OO O000OCOO0OO0O0O0COOOOOGO
of the general investors, the Company formulated the Information 0O0Do0o0DOo0o00O0DO0oo0DD0DOoOoODOo0O0DODn
Disclosure System of Kunming Dianchi Water Treatment Co., Ltd(T] [ 0o00oDO0oOo00oO0OoOoDOoooDOoOoDmoooDoon
0000000000000 00O0O0O, thelinternalReporting 00 O0O0O0O0O0O0OOOOOOOOO0OODOOOO
System of Material Information of Kunming Dianchi Water Treatment ooooOO0ooO0OoDoOOobDOooOooobDOooOoo
Co,ltd0 00000000 OODODODOOOOOOOODODD CQCOODDODODODODUOODODODODOOOODOODOOO
and other internal documents and formed the lawful and compliant O O0O000O0O0OO0OO0OOO0O0O

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 G. googoo

According to the Company Law and the Articles of Association, the 0Mmo0o0o0Dmooo0ooooDoooooooaon
Company can only pay dividends from the after-tax profits after making Oo0ooooooDoDooooOooOogo
the following distribution:

. Compensation for accumulated losses (if any); . ooooooooodm

. Allocating the equivalent of 10% of after-tax profits to the OooDoOoDoDoOoD0oQo10%0C00000
statutory reserve; and oooo

. The amount (if any) approved by the Shareholders at the ooO0Oo0O0oDODOoDOO0oOoO0OOoOooOoog
general meeting will be allocated to arbitrary provident fund. oooooooo

After the statutory reserve fund has reached and maintained at 50% 0000000000 00DOD0OO0OS50%0 00
or above the registered capital, no further transfer is required. The 0Do0ooo0oooDDoDOoOoCOoOOoOoDOooOoooOoooOO0aOn
Company’s distributable profit in relation to the above transfer and oCooooooooDoooooooooooao
the Company’s dividend distribution are expected to be paid by ooooDoDOoO0ooOOoDoDoUooDOoboooDoOoOoao
after-tax profit determined in accordance with the Generally Accepted oo0oooooDoDoDoooDoDoOoOoOoog
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 U gooao

1. Shareholders have the right to initiate and convene the 1.

extraordinary general meeting

In accordance with the provisions of the Articles of Association, the oo0oo0ooobODoDooCoOoOoooooooao
Shareholders shall be entitled to the following right: A Shareholder 00000000000 D10%0 000 10%00
solely holding or Shareholders aggregately holding more than 10% 0oDooooooDDoODooooOooooooaon
(inclusive) of Shares having voting powers in the Company may sign ocooooooooooUooDoooooo
a written request to suggest the Board of Directors for convening ocoooooOoooUooUoooooooo
an extraordinary Shareholders’ general meeting. When the Board 0oo0Qo0O00D10%0 0O0010%00 000
of Directors disagrees with convening or fails to convene a general ooooOoocO0oooooDooOooooonon
meeting as stipulated in the Articles of Association, Shareholders who 0oo0oo0DoDoOooDoooooDoDOoooonoao
solely or collectively hold more than 10% (inclusive) of the Shares opoDoDooooeo0DDODOOOOOOD
with voting rights in the Company may request in writing for the Audit 10% 0 000 10%00 0O 000 O0OCOO0O00OO
Committee to convene the general meeting. If the Audit Committee 0000000000 OOCDOOOOO
disagrees with convening or fails to convene the general meeting as

O 0Oo0oo0o0Oogogaog
Oo0Oo0o0ooooooadg

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 2. oooooooDoDoooooooao

resolution to the Company at the general meeting

It is also provided in the Articles of Association that when the 00o0o0o0o0ooDoDoooOO0Oo0oooooooaon
Company is to convene a general meeting, Shareholders individually 0O 0 0 01%0 000 1%00 0000000000
or collectively holding more than 1% (inclusive) Shares in the goodb0dOdOoUoUoooouoooooooo
Company shall have the right to submit proposals to the Company. If 0000000 OOOOO0OOOOODOOOOO
the requirements regarding the time limits stipulated in the Articles of oonooooooooooo

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” (*O O O O O O ") 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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O. CORPORATE CULTURE 0. gooao

The Board of Directors is responsible for the creation, dissemination, 0o00DoDo0o0OoODoDO0ODOOoDoOOoOOoODODODOODn
promotion and fulfillment of corporate culture. Corporate cultureisone O O000O0O0O00OCOOO0OOCOODODOOOOO
of the soft power and core competitiveness of an enterprise, and it goOoooOoO0oDoOoOopDOoocoobooooao
runs through all processes of enterprise operation and management, oooooooooDoOoCoOoOoooooooDooo
team building, and strategy implementation. The Company attaches 0O0mooooDooDooo0moooooomao
great importance to the creation and inheritance of corporate culture. 0o0Do0DoDoOO0o0oO0o00DOoOO0O0O00OO0oOnDoaon
The Company upholds the business philosophy of “Consummation and 0Do0o0DoOOo00DOooDO0oO0oDOoOOoOoOoooOoooan
Sustainability”, and adheres to the value of “Advocating science, daring ocooooooO0o0oOoooDOoUooooooooo
to be the first, pursuing excellence, serving customers”, focusing gooooopoDOobOOoCcOoOoOooooooooao
O00o0O0O0oOoO0DODoOOoOO0OOoOoOoDoOoUomo
000000 oODO0DO0OOOoDOoOoUOOoOOoOOoDOoOoODO
oooo0oO0oO0OO0OO0ODO0DO0DODDODDODODOOOODOOD
oo0oO0oO0oO0oO0OO0ODO0DO0O0ODO0DODOOOODOOD
oooooOoOoooOoooOoOoOoooOOoODOO
00000000 oOoO0oOooOOoOooOooooo
OO0oo0o0ooO0ooO0DOoOoDOooOoOoOooooOoo
O0oO0ooO0ooOooOooOooo

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

Oo0Oooooogoao

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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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.

gooooo

ocooooO0oOoooOooOoOooOoooooooao
ocooooO0oOoooO0oOoOoOOoO0oOoOOoOooOooo
ooocobooooboooooboocoboooao
oboooOoocoooboOoooocoOoobOoooaon
oooo

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

Our objectives are to obtain reasonable assurance about whether the
consolidated financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. 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.
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CHAPTER TEN INDEPENDENT AUDITOR’S REPORT
o ouobodadd

AUDITOR’S RESPONSIBILITIES FOR THE 0O 0O0O

AUDIT OF THE CONSOLIDATED FINANCIAL OO0
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, cooooOooooDooUooDooOooooOoo
among other matters, the planned scope and timing of the audit and ooooOoDO0oDOOoOOobDOobDoCOooOooDooooao
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significant audit findings, including any significant deficiencies in ooooooopDoDoODoooOoOooooooo

internal control that we identify during our audit.
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CHAPTER

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

TEN INDEPENDENT AUDITOR’S REPORT
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CHAPTER ELEVEN CONSOLIDATED FINANCIAL STATEMENTS
CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
oboouotuboobobououooobbuuoooobobogd

For the year ended 31 December 2025 0 00 20250 120 310 0 O O

Year ended 31 December
00120310000

2025 2024

20250 20240

Notes RMB’000 RMB’000

oo ooooo ooooo

Revenue oo ) 1,479,552 1,594,164
Cost of sales oooao 6 (772,659) (880,513)
Gross profit oo 706,893 713,651
Selling expenses oooao 6 (1,152) (1,139)
Administrative expenses oooao 6 (51,429) (76,135)
Research and development expenses oooao (354) -
Net impairment losses on financial assets oooooooooo 3.1(b) (173,961) (129,040)
Net other income oooooo 7 7,256 23,076
Other losses oooao (62,724) (5,505)
Operating profit oooo 424,529 524,908
Finance income oooo 9 45,231 48,038
Finance costs oooo 9 (237,227) (263,627)
Finance costs — net ooooooao 9 (191,996) (215,589)
Share of results of associates oooooooooo 22 3,669 5,035
Profit before taxation oooo 236,202 314,354
Income tax expense ogoooao 11 (39,331) (50,426)
Profit for the year oooao 196,871 263,928
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CHAPTER ELEVEN CONSOLIDATED FINANCIAL STATEMENTS
CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME (Continued)
podooobooooboooouoouooouoouooo

For the year ended 31 December 2025 0O 0 20250 120 310 0 0 O

Notes
oo
Other comprehensive (loss) income oo0o0oOooDoOoo
Item that may be reclassified subsequentlyto 000000000
profit or loss: oooooo
Exchange differences arising from translation ooooooDooo
of foreign operation oooo
Total comprehensive income for the year oooooooo
Profit attributable to: ooooo
— Equity holders of the Company goooooooao
— Non-controlling interests ooooooo
Total comprehensive income attributableto: 0 000 0O0000O0
— Equity holders of the Company ooooooooo
— Non-controlling interests ooooooog
Earnings per share for profit attributableto 00 00O OOOO0OO
equity holders of the Company goooooooao
(expressed in RMB per share) oooooooooo
— Basic and diluted earnings per share goooogooooao 14

oo0boOooobooobono 20250000

Year ended 31 December
0012031000003

2025 2024
20250 20240
RMB’000 RMB’000
ooooo ooooo
(432) 1,116

(432) 1,116
196,439 265,044
196,206 263,222
665 706
196,871 263,928
264,338

706

196,439 265,044
0.26
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CHAPTER ELEVEN CONSOLIDATED FINANCIAL STATEMENTS
CONSOLIDATED STATEMENT OF FINANCIAL POSITION
Jdoooobouooooouogoooond

As at 31 December 2025 [0 20250 120 310

2025
20250
Notes RMB’000
oo ooooo
Non-current assets ooooo
Investment properties oooao 15 221,485
Right-of-use assets/land use rights gooopooooood 16 358,746
Property, plant and equipment OooooooODooo 17 2,287,267
Receivables under service concession ooooooooo
arrangements oooano 18 1,347,082
Amounts due from customers for construction O OO 000 OO0
contracts 19 842,026
Trade and other receivables gooooooooo 26 223,514
Contract assets oooano 20 241,463
Intangible assets oooo 21 872,457
Interests in associates oooo 22 69,395
Deferred tax assets oooooo 23 134,526
6,597,961
Current assets oooano
Receivables under service concession ooooooooao
arrangements oooano 18 18,873
Amounts due from customers for construction gooooooooo
contracts 19 47,107
Inventories oo 24 6,642
Financial assets at amortised cost oooooooooooo 25 59,400
Trade and other receivables oooooooooo 26 6,668,835
Restricted funds ooooao 27 3,501
Cash and bank balances ooooooao 27 33,629
6,837,987
Current liabilities oooo
Trade and other payables oooooooooao 28 1,846,713
Contract liabilities oooao 28 13,772
Tax payables oooano 257,932
Borrowings oo 29 3,030,567
5,148,984
Net current assets oooooag 1,689,003
Total assets less current liabilities oooooooo 8,286,964
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2024
20240

RMB’000
ooooo

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)
ogbogbobobgbooboboad

As at 31 December 2025 [0 20250 120 310

2025 2024
20250 20240
Notes RMB’000 RMB’'000
oo ooooao ooooo

Non-current liabilities ooooao
Deferred revenue oooao 30 654,746 306,653
Borrowings oo 29 2,161,505 2,098,338
Deferred tax liabilities oooooad 23 35,871 40,661
2,852,122 2,445,652
NET ASSETS ooo 5,434,842 5,242,293

Capital and reserves
31 1,029,111 1,029,111
32 1,659,089 1,644,580
00 Pl 7BG] 444 215581069

Share capital
Other reserves
Accumulated profits

i o Iy |
O oOooaga
O
]

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:
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CHAPTER ELEVEN CONSOLIDATED FINANCIAL STATEMENTS
CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
Jdoooobouooooouogoooond

For the year ended 31 December 2025 [ [0 20250 120 310 0 O O

Attributable to the equity holders of the Company
gooooooooo

162

Non-
Share Other  Accumulated controlling
capital reserves profits Total interests  Total equity
oooo
0o oooo oooo oo oo oooo
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ooooa ooooa ooooa ooooa ooooa ooooa
(Note 31) (Note 32)
oooasimm oooasao
At 1 January 2024 0202401010 1,029,111 1,613,774 2,324,597 4,967,482 9,822 4,977,304
Profit for the year oooa - - 263,222 263,222 706 263,928
Other comprehensive income: poooooo
Item that may be reclassified subsequentlyto 000000000000
profit or loss oo
Exchange differences oooa - 1,116 - 1,116 - 1,116
Total comprehensive income for the year pooooooo - 1,116 263,222 264,338 706 265,044
Transactions with owners: pooooooo
Contributions and Distributions oooog
Transfer to statutory reserves (Note 32(a)) 00000mUO0O32ao - 29,750 (29,750) - - -
Others 0o - (60) - (60) 5 (55)
At 31 December 2024 020240 120 310 1,029,111 1,644,580 2,558,069 5,231,760 10,533 5,242,293
At 1 January 2025 0202501010 1,029,111 1,644,580 2,558,069 5,231,760 5,242,293
Profit for the year oooa 196,206 196,206 196,871
Other comprehensive loss: poooooo
Item that may be reclassified subsequently ooooooooooo
fo profit or loss ooo
Exchange differences oooo (432) (432)

Total comprehensive income (loss) for the year

poooomooma

196,206

195,774

196,439

Transactions with owners: pooooooo

Contributions and Distributions ooooo - - - -
Transfer to statutory reserves (Note 32(a)) 00000Wmono32ao 18,831 (18,831) - -
Deregistration of a subsidiary oooooon (3,750) - (3,750) (3,750)
Others 0o (140) - (140 (140
At 31 December 2025 020250 120 310 1,029,111 1,659,089 2,735,444 5,423,644 5,434,842
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CHAPTER ELEVEN CONSOLIDATED FINANCIAL STATEMENTS
CONSOLIDATED STATEMENT OF CASH FLOWS
Joobooguoooooooudgogoon

For the year ended 31 December 2025 0O 0 20250 120 310 0 0 O

2025 2024
20250 20240
Notes RMB’000 RMB’000
oo Oooooo ooooo
OPERATING ACTIVITIES oooao
Cash (used in) generated from operations oooooomoooao 34(a) (270,681) 535,700
Interest paid oooao (231,638) (220,099)
Income tax paid ooooao (21,843) (21,781)
Net cash (used in) from operating activities 0000000000000
O (524,162) 293,820
INVESTING ACTIVITIES oooao
Purchase of property, plant and equipment goooOooooOoDboo (3,063) (31,943)
Settlement of construction costs oooooao (78,116) (72,461)
Proceeds from disposal of property, plantand OO0 00000 0OO
equipment gooooao 5,709
Proceeds from disposal of receivables under gooooooooood
service concession arrangements oooooOoao 50,033
Repayments from related parties ooooano 36(b)(i) 8,200
Interest received oooo 39,477
Cash paid for final consideration of ooooooooooo
a previously acquired subsidiary gooooooo -
Proceeds from disposal of subsidiaries gooooooooood 76,184
Proceeds from disposal of associates ooooooooood 467
Net cash (used in) from investing activities 0000000000 0O0OO
O (66,834) 75,666

oo0boOooobooobono 20250000
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CHAPTER ELEVEN CONSOLIDATED FINANCIAL STATEMENTS
CONSOLIDATED STATEMENT OF CASH FLOWS (Continued)
gboogoobgboobogbuoboboboao

For the year ended 31 December 2025 0 00 20250 120 310 0 O O

2025
20250
Notes RMB’000
oo ooooo

FINANCING ACTIVITIES oooo
Decrease of restricted funds ooooooao 11,710
New borrowings raised gooooano 34(b) 2,840,482
Repayments of borrowings oooao 34(b) (2,238,541)

Net cash from (used in) financing activities 0 0 0O 00O 000 000

oooao
Net increase (decrease) in cash and ooooooooooao
cash equivalents oooog
Effect of exchange rate changes oooooano
Cash and cash equivalents at the beginningof OO OO O0O0OO
the reporting period ooooao
Cash and cash equivalents at the end oooooooo
of the reporting period, represented by oocoooooooo
cash and bank balances oocoooao
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2024
20240

RMB’000
ooooo

28,902
2,324,400
(2,886,137)

(532,835)

(163,349)

238

174,088

10,977



CHAPTER ELEVEN CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
oot oobobouooooon

For the year ended 31 December 2025 0O 0 20250 120 310 0 0 O

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. (0 0 0 00 00O OO0 O, “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.
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CHAPTER ELEVEN CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
bbb oomon

For the year ended 31 December 2025 0 00 20250 120 310 0 O O

2. PRINCIPAL ACCOUNTING POLICIES (continued) 2. ooy
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  Amendments to the Classification and
and IFRS 7 Measurement of Financial Instruments®

Annual Improvements Volume 11®
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
) The effective date to be determined
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CHAPTER ELEVEN CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
googbogbooboboobobuoomon

For the year ended 31 December 2025 0O 0 20250 120 310 0 0 O

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.

oooboOoOoobooogoo 20250000
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CHAPTER ELEVEN CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
bbb oomon

For the year ended 31 December 2025 0 00 20250 120 310 0 O O

2. PRINCIPAL ACCOUNTING POLICIES (continued) 2. gobobooyog

Basis of consolidation (continued) 0

Allocation of total comprehensive income

Profit or loss and each component of other comprehensive income oo0oo0DoDoOooDooDoooDoooooDOo0Ooaon
are attributed to the equity holders of the Company and to the 0Oo0oo0oDo0oo0ooDDOooDOo0oOOo0Oo0DOoODOODn
non-controlling interests. Total comprehensive income is attributed to 0o00DoDo0o0OoODoDO0ODOOoDoOOoOOoODODODOODn
the equity holders of the Company and the non-controlling interests OO0 OO0OO0OOO0OO0O

even if this results in the non-controlling interests having a deficit
balance.

Changes in ownership interests oooooooon

Changes in the Group’s ownership interests in a subsidiarythatdo 0000000 O0OO0DO0DO0OO0OO0OOOODOOOOO
not result in a loss of control are accounted for as equity transactions. goooooooDbOOoCOoOoOooooooDooo
The carrying amounts of the controlling and non-controlling interests ooooDO0oo0ooDOOoDbDOoOoooobDOooOoo
are adjusted to reflect the changes in their relative interests in 0Oo0Do0oDo0oOo0ooDOooDOoooooDOonoOoan
the subsidiary. Any difference between the amount by which the 0o0oo0DoDoOo0oDooDoO0ooDooooDOo0Oon
non-controlling interests are adjusted and the fair value of the 0Oo0o0oooooDoDooooOooo
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 OoDo0oDo0oo0ooDOoDOooOooOooDoDOonoOoan
disposal is calculated as the difference between (i) the aggregate of 0oDooDOooDOoOoDOooOGoOoOooOOOaDn
the fair value of the consideration received and the fairvalueofany 000000000000 DOOOOCOOOOO
retained interest determined at the date when controlislostand (iythe OO0 0O OO0O@G) D OO ODO0OOO0OOOOOOO
carrying amount of the assets (including goodwill), and liabilities of the ooooOOd0DOOdoD0OOmoOoobobooooooo
subsidiary and any non-controlling interests at the date when control oopopoo0oOobODOobDOooOOoooobDOooDoOoo
is lost. The amounts previously recognised in other comprehensive 0oo0oo0oDoOooDoo0DoooDoooooDOo0Ooaon
income in relation to the disposed subsidiary are accounted foronthe OO0 OO0 O00O0OOU0OOOOOCOOOOOOOO
same basis as would be required if the holding company had directly 0o0oo0DoDOoO0oDoDoDoOO0ooDOoOooOoDOo0Oon
disposed of the related assets or liabilities. Any investmentretained 000000000 O0O0O0OOOOOCOOOOO
in the former subsidiary and any amounts owed by or to the former gooooooopooDoDoCocooOooo

subsidiary are accounted for as a financial asset, associate, joint
venture or others as appropriate from the date when control is lost.

168 2025 Annual Report Kunming Dianchi Water Treatment Co., Ltd.



OO0D0OO0ODODODODODODODODO 20250000 169



CHAPTER ELEVEN CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
bbb oomon

For the year ended 31 December 2025 0 00 20250 120 310 0 O O

2. PRINCIPAL ACCOUNTING POLICIES (continued) 2. gobobooyog

Associates (continued) 0

gooooOoOOoOooooboObOooooocooboo
oboooOoocoooOooboOoooooooboon
oboDooOoooooOobDOooOOooooonoDo
oboooooODODDOOOOoOO0oO0oOooooo

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

o Ry |

evidence of an impairment of the asset transferred, in which case they
are recognised immediately in profit or loss.

Property, plant and equipment gpopooobooooad

Property, plant and equipment, other than construction in progress, 0000o0o0ooDoDoooooooooooonan
are stated at cost less accumulated depreciation and accumulated 0000oo0ooDDoDoooo0Oo0Oo0ooooooo0aon
impairment losses. The cost of an item of property, plant and ooooooooooooooooooooOoao
equipment comprises its purchase price and any directly attributable ooooooooooooooooooooao

costs of bringing the asset to its working condition and location for its 0000000 oooooooooooo
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, 0ooooOoO0O031(a) 000 ooooo
oooO0oooOo0oOoooOoO0ooooOoOoo
I o R R R W
oooooooooooDoDoooooooao
Oo00oO0oOoOOoOoOoDOoDOoOoDOoDOoODOOoOOoOOoOOoOO
0Oo00o0oOoooO0oooOoOoOoOoooOoao
to recover its costs of investment, operations and maintenance and 00000000 OoOoooooOooOOogoao
obtain reasonable return, according to the concession agreement O TOOOO OO ODOOOOOOOOOOOOO
entered into by the Group and the governmental authority goopoogoTooUOOOCOODOODODOO
(“Transfer-Own-Operate” Model or “TOO” Model). Since the Group ooooooOooOOooDoUooDooooDOooao
directed the use of the assets and controlled the significant residual 0OoDo0oDo0oo0ooDOoDOooOOoOooOooDOooo
interest in the assets under the TOO Model during the concession goToo ooOOOOOOOOOCOOOOOD
period and the Group has the exclusive priority right to extend its 0O OO

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

Oo0oo0ooooao
[ R Y o A o |

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.
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For the year ended 31 December 2025 0O 0 20250 120 310 0 0 O

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
0] 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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For the year ended 31 December 2025 0 00 20250 120 310 0 O O

2. PRINCIPAL ACCOUNTING POLICIES (continued) 2. goooooyoyg
Intangible assets (continued) O ]
(i) Operating concession right (continued) (i) O 0000000

The Group recognises the related rights in the service concession oo0oooDoOooDooDoooDOooooooan
arrangements as intangible assets or financial assets. The operator 0oo0oDooo0oo0DOoDoOooDOooOoDOoDaOg
shall recognise an intangible asset to the extent that it receives a 00o0D0DOo0DOoD0DOoODOmmOooooOooooao
right (license) to charge users of the concession service and shall coooooOoooUoOoooUoOoooooo
recognise a financial asset to the extent that it has an unconditional o000 DO0mooomooooood
contractual right to receive a guaranteed minimum amount of cash or ooooOOoocO0oOoDoDobDOooOoooboood
other financial assets from the governmental authorities (the “Grantor”). oooDOoDoDOooOooooo0ooooooag
Therefore, intangible assets — operating concession rights are OoDo0DODO0ooO0oooD200300000000
recognised for the rights under these service concession arrangements ooooooooog

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 (i) O0000

OoOooooogao

Purchased computer software license are capitalised onthe basisof 00000000 O0O0OOO0OO0OOOOODOOOO
the costs incurred to acquire the specific software. These costsare 000000000 O0OO501000000000

amortised over periods ranging from 5 to 10 years.

Impairment of non-financial assets ooooooano

Internal and external sources of information are reviewed attheendof OO0 0000000 OO0OOOOOOOOOO
each reporting period to identify indications that the followingassets 000000000 O0O0OOOOOOCOOOOO

may be impaired or an impairment loss previously recognised no oooooooooooa
longer exists or may have decreased:

- property, plant and equipment; - oopoocoooooo

- right-of-use assets/land use rights; - ooooooooooog

- intangible assets; and - oooooo

- investments in subsidiaries in the Company’s statement of - ooooooooooooooooOoao
financial position. oo
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For the year ended 31 December 2025 0O 0 20250 120 310 0 0 O

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 0 00 20250 120 310 0 O O
2. PRINCIPAL ACCOUNTING POLICIES (continued) 2. goooooyoyg
Impairment of non-financial assets (continued) O |

- Reversals of impairment losses -

An impairment loss is reversed if there has been a favourable oooooooDooDoooooonooan
change in the estimates used to determine the recoverable 0o0ooooooDoODoooooooooaon
amount. A reversal of an impairment loss is limited to the 0oooooooDoDoDooooooooaon
asset’s carrying amount that would have been determined had oooo0opDoUoooOopooouoooo
no impairment loss been recognised in prior years. Reversals ooooooooooooo

of impairment losses are credited to profit or loss in the year in
which the reversals are recognised.

Service concession arrangements O g

The Group has entered into certain service concession arrangements o000 DO0moo0omoooooobogao
with governmental authorities (the “Grantor”). The service concession ooo0oOooooooOoobDoOoooooooan
arrangements consist of Build-Operate-Transfer (the “BOT”) [MBOTOO 000000000 OOTOTO OOO
arrangement and Transfer-Operate-Transfer (the “TOT") arrangements. gpoT0 000 O0OO0OODODODUODODOOoOoOooOooOoao
Under the BOT arrangements, the Group carries out construction and 0o00DoDo0o0OoODoDO0ODOOoDoOOoOOoODODODOODn
upgrade work of the wastewater treatment and water supply facilites OO0 00O O0OOO0O0OO0OOOOOOOOOOO
for the Grantor and receives in return a right to operate the service ooooO0oo0oOoobOooOoobOoobOoooOoo
projects concerned for a specified period of time (the “Operation ooooOO0ooO0oOopDoDOoooOoooooboooOoo
Period”) in accordance with the pre-established conditions set by the 0oo0o0Do0ooo0Do0ooDoDOoOoooDOooToTO OO
Grantor, and the service projects should be transferred to the Grantor BOTO 0O 0O OO

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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For the year ended 31 December 2025 0O 0 20250 120 310 0 0 O

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 0 00 20250 120 310 0 O O

2. PRINCIPAL ACCOUNTING POLICIES (continued) 2. gobobooyog

Service concession arrangements (continued) O |
(b) Construction and upgrade services (b) OOoOoO00o oooo

Revenue from construction service is recognised over time using an oo0oo0DoDoOooDooDoooDoooooDOo0Ooaon
input method, based on the percentage of completion of the contract, ocopoooooOooooUOooooOoooOoOoo
which is determined by the direct proportion of contract costsincurred OO0 000000 O0O0COO0OOOOOOOO

for work performed to date relative to the estimated total contract

costs.

(c) Operating service (c) 0ooooumn

During the Operation Period of the service concession arrangements, 0o0DOo0DoDo0o0OooDO0oDOoOoO0OOoOOoOoOooOoaon
receipts up to the level of the guarantee are treated as repaymentof OO0 00000000000 OOODOODOQOO
the financial asset. Costs for operating services are expensed in the goDooooooDbOoOoOoOoUooooooo
period in which they are incurred.

(d) Contractual obligations to restore the facilities to a (@ Ooooon 'Oo0oOooooon O 00o0no

specified level of serviceability

The Group has contractual obligations which it must fulfil as a condition ooDooO0ooO0OoDOOobDOooOobOobOooOoo
of its licenses, that is (i) to maintain the wastewater treatment plants oooobDOoo@GoooooOooooooOoOoao
it operates to a specified level of serviceability and/or (ii) to restore 0000000 o0ooooooa@oooooan
the plants to a specified condition before they are handed over to the 0o0oo0DoDoOo0oDooDoO0ooDooooDOo0Oon
Grantor at the end of the service concession arrangement. These 000000000 OOO0OQCOODODOOOOO
contractual obligations to maintain or restore the water treatment 000000000000 OOOOOODOOO
plants, except for upgrade element, are recognised and measuredat OO0 O O0OOOOOODODOOOCOOOODOO
the best estimate of the expenditure that would be required to settle o000 ooooooooooooooo
the present obligation at the end of the reporting period. In the opinion 0oo0oo0oDoOooDoo0DoooDoooooDOo0Ooaon
of the directors of the Company, the contractual obligations to maintain 0Oo0oo0DoDoOo0oDooDoO0ooDoDoOoooDOo0Oon
or restore infrastructure were not material to the Group. oo

Inventories oo

Inventories are stated at the lower of cost and net realisable value. ocooooO0oOoooO0oOooOOoOoOooOoOoOooo
Cost, which comprises all costs of purchase and, where applicable, ooooooooOooooooooooooao
other costs that have been incurred in bringing the inventoriesto 0000000000 O0OOCOOOOOOOOO
their present location and condition, is calculated using the weighted ocoooooOoooUopoooDooOooDooOoOoo
average cost method. Net realisable value represents the estimated goooO0OO0oOoOooobDbOOoOoOoooooboooo
selling price in the ordinary course of business less the estimated

costs necessary to make the