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Dear Shareholders,

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

RESULTS REVIEW

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

To conclude, in 2025, the Group continued to focus on Urban Water
Treatment. Total revenue for the year was RMB2,426.9 million,
representing an increase of 7.3% year-on-year, with Urban Water
Treatment accounting for 93.4% of the total. Driven by an increase in
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By restructuring its management system and streamlining its workforce,
the Group reduced its administrative expenses to RMB246.8 million,
representing a decrease of RMB37.2 million, approximately 13.1%
compared to last year. In terms of financing activities, the Group
capitalised on the downward interest rate cycle to optimise its financing
portfolio, r esulting in a decrease of average borrowing rate for the year
by 0.8 percentage points to 4.7% compared to last year. Combined
with the reduction in total liabilities arising from project disposals,
financing costs for the year amounted to approximately RMB446.8
million, representing a substantial decrease of RMB97.4 million (17.9%)
from approximately RMB544.2 million last year. This constituted one of
the primary drivers behind the increase in net profit for the year. As at
31 December 2025, the Group’s total interest-bearing debt amounted
to RMB9,336.7 million (as at 31 December 2024: RMB9,610.3 million).

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

During the year, 16 departments including the Ministry of Ecology and
Environment and the National Development and Reform Commission
issued the Implementation Opinions on Strengthening Scientific
and Technological Innovation in the Ecological Environment Field
to Promote the Construction of a Beautiful China* (¢é¢8 v[O

ai9gAl6-da O «7 £EYWD ), setting the
goal of significantly enhancing the overall efficiency of the innovation
system in the ecological environment field by 2035. Subsequently, the
National D evelopment and Reform Commission and the State Council
issued the Action Plan for the Protection and Construction of Beautiful
Rivers and Lakes (2025-2027)8 O &3-¢~ £ Ué (2025-
2027 E ¢ ), the Opinions on Continuing to Promote Urban Renewal
Actions*@é€065fati9»- Y ! ), the Opinions on
Comprehensively Advancing River Protection and Management*
CédoE&ATE&-2THY ), the Opinions on Promoting
High-Quality Urban Development* (¢&€ 82 19+ U /ieY

‘), the Measures to Further Promote the Development of Private
Investment* ¢ 66 TSE®TO0e3 is+Yd+£D" ) and other
policy documents, which outlined tasks such as strengthening the
collection, treatment, and reuse of domestic wastewater, as well as the
construction and renovation of sludge treatment and disposal facilities,
and accelerating the establishment of an integrated construction

* For identification purposes only
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BUSINESS REVIEW

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

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

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

The scope of Rural Water Improvement includes the construction

and operation related to “the Water Environment Facilities of
Beautiful Village” s

KANGDA INTERNATIONAL ENVIRONMENTAL COMPANY LIMITED / ANNUAL REPORT 2025
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1.1.1 Operation Services

As at 31 December 2025, the Group had 98 wastewater
treatment projects, 2 reclaimed water treatment projects
and 3 sludge treatment projects in operation in Chinese
mainland. Total daily treatment capacity of wastewater
treatment plants, reclaimed water treatment plants, and
sludge treatment plants in operation for the year ended
31 December 2025 reached 4,039,500 tonnes (2024:
4,089,500 tonnes), 65,000 tonnes (2024: 65,000 tonnes),
and 550 tonnes (2024: 550 tonnes), respectively. For the
year ended 31 December 2025, the annualized utilization
rate for wastewater and reclaimed water treatment plants
in operation was approximately 84% (2024: 85%). The
actual average water treatment tariff for the year ended
31 December 2025 was approximately RMB1.62 per tonne
(2024: approximately RMB1.60 per tonne).The actual
aggregate processing volume for the year ended 31
December 2025 was 1,252.1 million tonnes, representing a
decrease of 2% compared to the same period last year (year
ended 31 December 2024: 1,278.4 million tonnes).

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

1.1.2 Construction Services

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

1.2 Water Environment Comprehensive Remediation

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

The Group had 6 Water Environment Comprehensive
Remediation projects under construction during the year
ended 31 December 2025. The projects were mainly located in
Heilongjiang and Henan provinces in Chinese mainland. For the
year ended 31 December 2025, total revenue of those projects
was RMB136.3 million, representing a significant increase as
compared to the same period last year (year ended 31 December
2024: RVIB22.1 million). The corresponding increase was primarily
due to the execution of newly signed EPC projects.
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1.3 Rural Water Improvement

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

FINANCIAL ANALYSIS
Revenue
For the year ended 31 December 2025, the Group recorded a revenue
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Other Income and Gains

The Group recorded other income and gains of RMB89.3 million
for the year ended 31 December 2025, representing an increase
of approximately 34% as compared to the previous corresponding
period of RMB66.8 million. The amount for the Reporting Period
primarily included government grants of RMB32.7 million, which
mainly comprised of VAT refund under “Notice on the Issuing of the
Catalogue of Value-Added Tax Preferences for Products and Labor
Services Involving the Comprehensive Utilization of Resources (Cai Shui
[2015] No. 78)™*€ €6 ™ U]¥;\*Uq6 #=0"1f}'

Y- 10[2015]78 10« ) and grants for environmental protection,
interest income of RMB12.5 million from loans to a third party, a joint
venture, and an associate.

Administrative Expenses

The Group’s administrative expenses for the year ended 31 December
2025 was RMB246.8 million, representing a decrease of approximately
13% as compared to the previous corresponding period of RMB284.0
million. The decrease was mainly due to the Group’s adoption of

KANGDA INTERNATIONAL ENVIRONMENTAL COMPANY LIMITED / ANNUAL REPORT 2025



Share of Profits and Losses of Joint ventures

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

reduce the losses brought by the joint ventures.

Income Tax Expense

Income tax expense for the year ended 31 December 2025 included
the current PRC income tax of RMB53.6 million and deferred tax
expenses of RMB47.3 million, which were RMB37.4 million and
RMB28.0 million for the previous corresponding period, respectively.

The Group’s effective tax rate for the year ended 31 December 2025
was approximately 29%, representing an increase of 1 percentage point
as compared with approximately 28% for the previous corresponding

period, which was mainly due to the increase in effect of tax effect of
disposal of subsidiaries.

Financial Receivables
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Trade and Bills Payables
As at 31 December 2025, the Group's trade and bills payables
of RMB1,562.0 million (31 December 2024: RMB1,849.7 million)

gebu>°¢,DuC¥®
8Z9gZ72EdzUgdsUdl« gq@
PDus°¢bDuC¥%%[0 A 156200-0©

decreased by RMB287.7 million. The decrease was primarily duetothe €ZgzZ,EdzZUgdsSU i[O A& 1,849.7

subsidiaries disposed in the Reporting Period.

Other Payables and Accruals

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

Liquidity and Financial Resources

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

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

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

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

Charges on the Group’s Assets

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

Capital Expenditure

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

EMPLOYEES AND REMUNERATION POLICIES

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

In respect of pension scheme contributions, the Group adopts a
defined contribution plan. The Group ’'s contributions to the defined

contribution p lan are recognised as expenses when incurred. Forfeited
contributions (by employers on behalf of employees who leave the
scheme prior to vesting fully in such contributions) may not be used
by the Group and its subsidiaries to reduce the existing level of
contributions.

829gZz2EdzUgdsU di« YO
!X %[OA& 909238 -©dle]
O A1,64296-©(J \fJ \=X]

O A27888-©6 a"S\g3 -?
bED¢]¥7# f
6ZgZzEdzUgdsU dl« *
A€ 2 A<Xdg *<= Qe
ah%24H6+Ad% - 66.2%d p &
Ee,Y * A %o 68.6% f

l« *@a
829gzZ2EdzUgdsUd :t06 >
>qli>>YJIu” qO %[0 &£
6-© d20SHU ZdE,epn’do
_—-Dbx>° el-* —3$¢¥%
3 J8 eqobx>°eSe3 ®!Y
pAEe¥O *eédA>epsJ8e@
O¢c£e0eéd dleO/8 *Y <X %
[O A 9818.406 -~ Of

9,336.7

£ e

10

U ZgZ72EdzUgdSURE dI

« 10 <X%[0 A& 312.36 - ©d
Z9gZ,E%[O /£ 203.86-~©d6 J
BOTeTOTeBOO ¢ PPP°fY £0 ¢

x...p O[OZ&£ 31068-0f

Tp¢ZGA
8Z9gZzEdzZzUgdsUdl«
2,187

Ip

p:7¢ -p"®! | ZgzZ7E S

19



20

CONTINGENT LIABILITIES

As at 31 December 2025, the Group did not have any significant
contingent liabilities (31 December 2024: Nil).

FOREIGN EXCHANGE RISK
Majority of the subsidiaries of the Company operate in the PRC with
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EXECUTIVE DIRECTORScContinued) B e+ €f.

Ms. Liu Yujie ( W ), aged 61, was graduated from University of W ~{ de1Kd-86 6 /YA.
International Business and Economic* (A . % 6 qg}? ) located ¥%»6qe}2 d "~ M#B{2 f W
in Beijing and obtained a master degree in business administration. ~{ 0¥ e- }¢+710g®"*
Ms. Liu Yujie has been working in Hong Kong, Singapore and the ¥ t@ZdE d(Z,g®Y o
Chinese mainland for over 20 years in total and is familiar with the 9 M O f3%d 19 e8 23?2¢; 18

business environment and regulatory system of the three places. She M#U &b ., % i€ ~gdpee®
has comprehensive experience in capital market, business promotion I"LtOY/a®8i/¢ V i 0¥
and corporate management, participated in IPO and underwriting - 16a(+0ge®!Y;x. . i X
of over 30 companies on the Hong Kong Stock Exchange, led and ?6+7Y}é*8?-3 Y« qM#i

completed merger and acquisition of three companies in Hong Kong A N} +®\+8¢?2pED3 Y

and Singapore, assisted capital raising and management of large- O0¥¢,- }j9®!'YB e+ f%3$U
scale industrial fund for investment in the PRC, and acted as executive U% -A -« b"®I€ p..p1j436 -
directors of listed companies in Hong Kong and Singapore which YB e+¢e cUsphP"®KE p ..
engaged in utilities and infrastructure investment. She is currently an p7 j3633 yum¢B e+d(€6Zg
executive director of New Universe Environmental Group Limited (stock S, ZgZzEA,+74& Yeé+ d
code: 436), an independent non-executive director of Zhongyu Energy ®!'ioLtOb j9 f%0Z2gSX
Holdings Limited (stock code: 3633), and was a director of China Water E ]I« f

from 2014 to 2025, which are listed on the main board of the Hong
Kong Stock Exchange. She joined the Group in 2019.

Mr. D uan, Jerry Linnan ( | ; ), aged 35, studied in Beijing Normal I« d35 Kd1@6 /2i}2b
University with a major in psychology. He joined China Water asthe #Y 8 f%86ZgSSE ]+74& d,
president assistant in 2011, mainly focusing on hotel operating and <R?# dbé Y!04a33% q}Fa
intelligent w ater businesses. At the same time, Mr. Duan, Jerry Linnan 8 feUd| ;<[X?+7 & &+

assisted the directors of China Water in capital market and investor a |9 g3 ke U&"* fl
relations, etc. In 2015, Mr. Duan, Jerry Linnan was appointed as the i <[6ZgSZE %o ,% 74 €

general manager of the hotel under China Water in Nanjing, and was in hol/Yas<u# d( 273 «
charge of the construction, procurement and daily operation of various pneas £ e®..¢U016 fl ;<

hotels of China Water. Mr. Duan, Jerry Linnan has comprehensive ["[b U¢st8M#U&LbP., % f

experiences in human resources and corporate management. $U d%uA,«78 B & +f% %ol
Currently, he is also an executive director of China Water. Heistheson ®!6 p |A <[~ «f%6Zg

of Mr. Duan Chuan Liang, a substantial shareholder of the Company. S XE ]I« f

He joined the Group in 2019.
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EXECUTIVE DIRECTORScontinued)

Mr. Du Lindong ( A ), aged 57, holds a bachelor degree in
International Trade from Lanzhou University, the People€'s Republic
of China (the “PRC’). Mr. Du is currently an executive director and
chief executive officer of China Financial International Investments
Limited (Stock code: 721) ( China Financial International’) and was
the chairman of China Financial International from 2010 to 2025 and
was the chief executive officer of China Water, which are listed on
the main board of on the Stock Exchange. Mr. Du has over 25 years
of experience in investment and finance sector in the PRC and he
had held senior management positions in various unlisted investment
companies incorporated in the PRC. He was appointed as an executive
Director and the chairman of the Board on 4 February 2026.

Mr. Zhou Wei ( t ), aged 46, was appointed as the chief financial
officer of the Group on 9 April 2019 and as an executive Director on
10 April 2024. Mr. Zhou Wei graduated from Nanjing Audit University*
(1/2 2é ) located in Nanjing and obtained a bachelor degree in
auditing. M r. Zhou Wei is currently a certified tax agent of the People’s
Republic of China. From 2002 to 2007, he worked in several domestic
and international accounting firms. In August 2007, Mr. Zhou Wei
joined China Water and successively served as the chief financial officer
of Huizhou Zhongshui Water Development Co., Ltd.* (| E « & &
TepP"®! ), asubsidiary of China Water), the vice general manager
of the investment department of China Water, the general manager of
Huizhou Dayawan Yiyuan Jingshui Co., Ltd* IE}-DPU &b

"® ! ), a subsidiary of China Water), and the chief financial officers
of Shenzhen Jinda Environment Holding Co. Ltd.* ( - —: ®©>
pbP"®! ) asubsidiary of China Water) and Guangdong Xinsheng
Environmental Protection Group Co., Ltd* (? -A -« p"

® ! ), a subsidiary of China Water). Mr. Zhou Wei is experienced in
financial management and investment and financing area. He resigned
as an executive Director and chief financial officer on 4 February 2026.
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INDEPENDENT NON-EXECUTIVE DIRECTORS
(Continued)
Mr. Peng Yongzhen ( A Q 2), aged 77, was graduated from Harbin
Institute of Technology* (P'd"81}2 ) formerly known as Harbin
University of Architecture and Engineering (P'6 }2 ), the
same below) with a doctor degree in environmental engineering and
was a senior visiting scholar in Gunma University U1 E8}2 )
from October 1996 to April 1997. Mr. Peng previously held various
positions in water supply and sewerage engineering major in the urban
construction department of Harbin Institute of Technology* ( b '8
~81}?& ), including the teaching assistant position from September
1976 to October 1978, the teaching assistant, lecturer and associate
professor positions from December 1981 to September 1993, and
the professor position from September 1993 to February 2000. Since
2000, he has been a chief professor of the environment engineering
department, a professor, a tutor of doctoral candidates and the chief
of the environmental engineering department and water pollution
control research laboratory in Beijing University of Technology* (
/~8}2 ), Director of National Engineering Lab for Advanced
Municipal W astewater Treatment and Reuse Technology (“i D14
“H~ U\ T e 0 Ya ) and the chief of Beijing
Engineering Technology Research Center of Sewage Nitrogen and
Phosphorus Removal* ( /9Tam¢d "# 0! "%lGeD )
of Beijing University of Technology, concurrently.

He has long been engaged in the research of urban sewage disposal
measures, of which some technological achievements have been
massively gplied into practice. Mr. Peng has earned diverse national-
level titles and awards for his academic achievements, including
without limitations National Role Model Lecturer* ( E 7 |1°2 )
in 2007, National Outstanding Faculty* (7 %2 @ ) in 2009 and
National Excellent Technical Personnel* (E7 g A !~ *k ) in
2012. He was selected to be one of the first talents sponsored by
National Special Support Plan for High-level Personnel* (7 « + 4 &
[‘$y05 & ) in 2013. He was granted the Second Prize of the
State Scientific and Technological Progress Award* (7 « A! T E

a ) in 2004, 2009 and 2012, respectively, the Second Prize of the State
Technology Invention Award* ( 7 « A!i (i o ) in 2020, the First Prize
of Beijing Science and Technology Progress Award* ( /9 A !t E

@) in 2012 and 2020, respectively, the First Prize of Shanghai Science gE {+77 &€$9uh

and Technology Award for Technical Invention* (j 9 A!iun )in
2020, and awarded the Ho Leung Ho Lee Foundation Prize for Scientific
and Technological Progress 2021 (ZgZSE N ;?2-A2a~

'”+Er ). Mr. Peng received a special allowance from Chinds State
Council in 2000, and was appointed as member of Chinese Academy
of Engineering (7 "0 & ) in 2015. He joined the Group in 2015. He
is aso the chairman of the remuneration committee and a member of

the audit committee and nomination committee of the Company.
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CORPORATE GOVERNANCE PRACTICES

Adapting and adhering to the recognised standards of corporate

governance principles and practices has always been one of the top
priorities of the Company. The Board believes that good corporate

governance is one of the areas that lead to the success of the
Company and in balancing the interests of Shareholders, customers
and employees, and the Board is devoted to ongoing enhancements

of the efficiency and effectiveness of such principles and practices.

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

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

The Group enhanced overall control over target responsibilities
and budget control, which was promoted and implemented within

the entities under the Group as well as management level, and
implemented the main body responsibility system through organic
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OUR CULTURE( Continued)

In the course of business, the Group adheres to high standards
and strict requirements on engineering and operation quality and
regards occupational health, safety in production and environmental
protection as an important part of fulfilling social responsibilities,
which are integrated into the Company 's sustainable development
strategy. We have been certified by the Ministry of Housing and Urban-
Rural Development as an enterprise qualified as a Class A General
Construction Contractor of Municipal and Public Works and Class B
Contractor of Environmental Engineering Works, as well as the CAEPI
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THE BOARD OF DIRECTORS Continued)

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

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

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

e+6 €f-
&+6e+ 35 t8M72, d(Zo
ht8M72,v]e+6&21 « i

S>@AI®IYTBMT7A ¢
cd(£&+6* ae D [

¢>1®!1YSU e =¢-+d(é
A-180-YSg¢l i

@A 9Ae+,+tM#4YCA
5fY8ie i

eA:9AI®! " mMA, (9Me
>URYA ¢l i

S> eeAc9AG\O6Ftpee+Y
AA _FEeA€ieX A ¥0
€ WBbig

eAI® mMAT8SM7AEY <1
TI®IE «YT8M7 SYbPE

e+6S5eA:-XIE O1Yt8M7
S fée+6uSeAl®!IYT8BMTA
¢ledemA, ¢9Mes>Y <l

KANGDA INTERNATIONAL ENVIRONMENTAL COMPANY LIMITED / ANNUAL REPORT 2025



THE BOARD OF DIRECTORS Continued)
As at 31 December 2025 and up to the date of this annual report, the
composition of the Board is set out below:

Executive Directors
Li Zhong (Chairman)
(ceased to be Chairman with effect from 4 February 2026)
Liu Yujie
Duan, Jerry Linnan
Zhou Wei (resigned with effect from 4 February 2026)
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CHAIRMAN AND CHIEF EXECUTIVE OFFICER

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

WWithidune4diipgividud f48imdedim7danagement, the Chairman is
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DIVERSITY

(@)

Board diversity

The Board had adopted a board diversity policy aiming to set

out the approach to achieve the diversity of members of the

Board to enhance the effectiveness of the Board. The Company
recognises and embraces the benefits of diversity of Board
members. It endeavours to ensure that the Board has a balance
of skills, experience and diversity of perspectives appropriate
to the requirements of the Company’s business. All Board

KANGDA INTERNATIONAL ENVIRONMENTAL COMPANY LIMITED / ANNUAL REPORT 2025



DIRECTORS’ TRAINING

The Company is committed to arranging and funding suitable training
to all Directors for their continuous professional development. All the
Directors also understand the importance of continuous professional
development and are committed to participating any suitable training
to develop and refresh their knowledge and skills.

During the year ended 31 December 2025, the Directors participated
in the following continuous professional development:

Executive Directors B e+

Li Zhong (Chairman)(ceased to be Chairman %he€H©€ ZgZ-EZU,UT
with effect from 4 February 2026) "ZA, 060

Liu Yujie W

Duan, Jerry Linnan(Chief Executive Officer) | ; € A<R-

Zhou Wei (Chief Financial Officer) t €1 <9.
(resigned with effect from 4 February 2026) €629Z-EZU,U01Q,.

Non-executive Directors
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BOARD MEETINGS

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

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

All Directors have full and timely access to all relevant information as
well as the advice and services of the company secretary, with a view to
ensuring that Board procedures and all applicable laws and regulations

are followed. Each Director is normally able to seek independent

professional advice in appropriate circumstances at the Company’s
expense, upon making request to the Board.

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

BOARD COMMITTEES

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

NOMINATION COMMITTEE

The Company has established a nomination committee (the
“Nomination Committee ”) to make recommendations to the Board
on the appointment or re-appointment of Directors and succession

planning for Directors, in particular the Chairman and the chief
executive. As at 31 December 2025, the Nomination Committee
consisted of two executive Directors and three independent non-

executive Directors, comprising Mr. Chau Kam Wing Donald (chairman),
Mr. Li Zhong, Ms. Liu Yujie, Mr. Peng Yongzhen and Mr. Chang Qing.

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

do % p6efe

U ZgZ7zEdZUgdSURE
% p6X SA6D
1e%h j

dd
dee+Y ©%}

Mr. Chau Kam Wing Donald t€0«¢[ 1/1
Mr. Li Zhong Yooc[ 1/1
Mr. Peng Yongzhen AQ2«[ 1/1
Mr. Chang Qing 16« 1/1
Mr. Zhao Juanxian (alias, Zhao Junxian) »a, <[ ZgzzE-UzdUT

(ceased to be a member with effect "ZA Op

from 20 June 2025) 1/1
Ms. Liu Yujie (appointed on 20 June 2025) w ~{

€6Z9Z72E-0UZdU %o, . 0/0

REMUNERATION COMMITTEE

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

During the year ended 31 December 2025, the Remuneration
Committee r eviewed the Directors’ fees (including executive Directors,
non-executive Director and independent non-executive Directors)
in consideration of the increasing level of duties and responsibilities
and market conditions; and approval of the remuneration incentive
structure of the Group as a whole taking consideration of factors such
as slaries paid by comparable companies, time commitment and their
responsibilities.
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REMUNERATION COMMITTEE (Continued) ZG % p6ef

The Remuneration Committee held one meeting during the year U ZgZ7zEdZUgdSURE dz
ended 31 December 2025 and the attendance records are setout G %p6X Sa6D d¢eé+Y O%}
below: le%h j

Mr. Peng Yongzhen AQ2«[ 1/1
Mr. Zhao Juanxian (alias, Zhao Junxian) »a, 1/1
Mr. Chau Kam Wing Donald t€0 <] 1/1

REMUNERATION OF DIRECTORS AND SENIOR e+¢e+-tM#4Y ZG
MANAGEMENT

The Company has established a formal and transparent procedure for I®!'S mS l« +tM#4Z2G
formulating policies on remuneration of senior management of the A YMIgAGY Q- fU ZgzZzE
Group. All senior management of the Group are executive Directors dzUgdSURE dl« OP=+tM
and details of the remuneration of each of the Directors for the year #41% B e+ dpte+YZG <1
ended 31 December 2025 are set out in note 8 to the Consolidated 81¥1 E-W 8f6E«d?1£0um
Financial Statements. During the year, no equity-based remuneration ¢tB e+OUBAEB%?pYZG f
with performance-related elements was paid to Independent Non-

executive Directors.

The biographies of the senior management are disclosed in the section +tM#4Y5YBIE"™ e+ rtM#

headed “Directors and Senior Management” in this annual report. 4™S.pf f
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AUDIT COMMITTEE (Continued)

During the year ended 31 December 2025, the Audit Committee

discussed with the management of the Company about the internal

controls, financial reporting and environmental, social and governance

matters, and reviewed the accounting principles and practices

adopted by the Group and the effectiveness of the Group s internal
control system. The Audit Committee also met with the external

auditor to review the annual report of the Company for the year ended

31 December 2024 and the interim report of the Company for the

six months ended 30 June 2025 and discuss about the annual audit
planning of the Company for the year ended 31 December 2025.

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

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

The Directors acknowledge their responsibility for preparing the
consolidated financial statements of the Company for the year
ended 31 December 2025. The Directors consider that the Group has

adequate resourc <<e r
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RISK MANAGEMENT AND INTERNAL CONTROL
(Continued)

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

The Group has established a comprehensive organization structure to
manage the risks encountered by the Group. The risk management
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RISK MANAGEMENT ORGANISATION SYSTEM , M#\ 0 €f-

(Continued)

1. Risk management structure (Continued) Se ,"M#V 0O €f-

responsible for the establishment and amendment of the Company ’s risk
management policies and mechanisms;

a mqgL I®!,"M#A ¢US [
establish anti-corruption mechanisms, and check for possible corruption conduct
during the internal audit process, and make suggestions for dealing with corruption
conduct;

MA€IUS d( «A2 @0<e_ * A YE]l %dA€] %d

“# D i
formulate annual risk management work plan and submit to the Board and the
Audit Committee for their review;
Y>E ,"M#°* E ddté+6e2e%p62Di
regularly collect first-hand information regarding risk management, carry out risk
assessment and discuss major risks faced by the Company;
s, x«,"M#ce A dt ,"Y eA d I®I&WY },7i
assess the soundness, reasonability and the effectiveness in implementation of the
risk management system, and review the annual comprehensive risk management
report, risk management proposals and day-to-day risk management solutions;
Y ,"M#0UY EI e¥#1gB YPOId2DE E&,"M# Se
,"M#UeéqUl,"M# OUEé [
accept reports from employees and cooperating organizations, organize
investigations and provide handling advices, and investigate and deal with people
and matters that violate Company and legal regulations;
a#p e ¥r YX d\ _(d "# d_"<A®!q, -
SY[q+ i
assist the Group in carrying out risk management work, and formulate internal
auditing plan in accordance with the result of risk assessment; and
X?l« S, "M#"™* div,”Y S>«2°* Eig
test the effectiveness of risk management through implementing accounting
methods like walk through test and analytical review on its audit.
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RISK MANAGEMENT ORGANISATION SYSTEM , M#\ 0 €f-

(Continued)
1. Risk management structure (Continued) Se ,"M#V 0O €f-

implement the basic procedures in risk management;

B ,"M#?It0 i

research and propose decision-making standards or mechanisms regarding major
decisions, major risks, major events and major business processes of the functional

department;
vmad | <A~ 10 e },"e }+eq 8 taYO z_
PUSI

research and propose risk assessment report of the functional department; properly
carry out risk management work of the functional department; and

%ad 1 sA~Y,"Y S i »1 cATY,"M# *ig
establish comprehensive risk management procedures for the functional
department.
m E|l «A°Y,"M#tQ f
2. Risk management program Ze ,"M#0l
The Group has established a comprehensive risk management l« S mMSee Y,"M#Q
program which is led and implemented by the internal audit Id 01 _«2/F&eA "¢ «2A
and inspection department. The risk management program is as “X?B f,” M#01%hj
follows:
(1) 1 collect first-hand information for risk management; (1) ,"M#ce Axc i
(2) 1 analyse and assess risks; 2 ,"+qVY i
(3) to propose risk management strategies and formulate risk @® d ,"PA +d(-0,"
management solutions; and M# OUe i¢
(4) 1 supervise the implementation of risk management works (4 Acs ,TM#T*YD
performed by each business units and verify the overall <1t 9-(eA]¥Y f
appraisal.
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RISK MANAGEMENT ORGANISATION SYSTEM

(Continued)

Risk management program (Continued)

2.

Key risk management program of the Group

Collection of
Information

A X «

department
collects
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SUPERVISION AND ENHANCEMENT OF RISK
MANAGEMENT

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

The senior management of the Group, focusing on material risks,
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ANTI-CORRUPTION AND WHISTLEBLOWING A€l¢ X S
SYSTEM

The Group has incorporated anti-corruption and anti-bribery policies l« SZA€T¢AI$SA V]I 8

in its standard of business conduct, and anti-corruption training %z_ d(Elipce+d6AEIC
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DIVIDEND POLICY

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

The recommendation for the payment of any dividend is subject to
the absolute discretion of the Board. In deciding whether to propose

any dividend payout, the Board will take into account, among other
things, the financial results, the earnings and distributable reserves,
the operations and liquidity requirements, the debt ratio and possible

effects on the credit lines, and the current and future development
plans of the Company and any other factors that the Board deems
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The Board is pleased to present its report together with the audited
consolidated financial statements of the Group for the year ended 31
December 2025.

PRINCIPAL ACTIVITIES

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

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

FINANCIAL SUMMARY

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

RESULTS AND DIVIDENDS

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

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

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

Demand for the Group’
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COMPLIANCE WITH LAWS AND REGULATIONS
Compliance procedures are in place to ensure adherence to applicable
laws, rules and regulations, in particular, those which have significant
impact on the Group. Any changes in the applicable laws, rules and
regulations are brought to the attention of relevant employees and
r