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Chairman’s Statement

EREHE

To Our Shareholders:

On behalf of the Board (the “Board”) of Directors (the
“Directors”), | am pleased to present the annual report of Pan
Asia Environmental Protection Group Limited (“Pan Asia” or the
“Company”) and its subsidiaries (collectively referred to as the
“Group”) for the year ended 31 December 2025.

FINANCIAL REVIEW

During the year under review, the Group generated total revenue
of RMB242.6 million, a decrease of 3.6% compared with
RMB251.5 million recorded in 2024. Gross profit decreased by
18.9% to RMB29.4 million (2024: RMB36.2 million) with the gross
profit margin of 12.1% (2024: 14.4%). Decreases of revenue and
gross profit were due to keen competitions.

Profit attributable to owners of the Company amounted
to RMB7.8 million for the year ended 31 December 2025,
RMB17.2 million for the year ended 31 December 2024. Basic
and diluted earnings per share was RMBO0.79 cents (2024: basic
and diluted earnings per share of RMB1.76 cents).
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PROSPECTS

Looking ahead, the Group will continue to adhere to its prudent
operating principles. While consolidating its existing principal
business, the Group will prudently pursue development
opportunities arising from emerging industries, with a view to
continuously optimising its business structure and enhancing its
overall operational resilience and long-term growth potential.

In respect of its principal business, the Group will continue to
focus on industrial environmental protection, water treatment
and related equipment and solution businesses, while further
expanding market presence, strengthening project execution
and optimising internal management, so as to enhance
operational efficiency and business quality. Against the backdrop
of the continued advancement of green manufacturing, energy
conservation, emission reduction and industrial upgrading,
the Group will continue to leverage its existing industry
experience and resource advantages to consolidate its principal
business foundation and provide stable support for its future
development.

At the same time, the Group will prudently advance its business
diversification initiatives. As application scenarios for artificial
intelligence continue to expand, demand for computing power
infrastructure and related supporting facilities is gradually
increasing, and the relevant industry is also progressively shifting
from the initial investment stage towards application deployment
and operational capability building. The Group will, taking into
account market conditions, resource availability and risk control
requirements, steadily explore development opportunities
relating to intelligent computing power infrastructure, related
equipment and operational services, and will progressively refine
its relevant business positioning in accordance with the actual
pace of advancement.

In relation to the new consumer business, the Group will
continue to promote scenario development, terminal expansion
and operational system optimisation in respect of the Sheraloo-
related business. Based on market feedback and operational
validation, the Group will gradually refine its business model
and organisational capabilities, so as to promote the steady
development of the relevant business and progressively
enhance its scalability and synergy potential within the Group’s
overall business structure. In the course of advancing the
relevant business, the Group is also exploring the integration of
its existing water treatment technologies and related equipment
capabilities with end-consumer scenarios, with a view to
empowering the Sheraloo-related business and progressively
extending the application boundaries of the Group’s
environmental protection technologies into consumer-oriented
new consumption scenarios.
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Chairman’s Statement

EFEHRE

The Board believes that the future development of the Group will
not only come from the continued strengthening of its principal
business, but also from the gradual cultivation and orderly
development of its new businesses. The Group will continue to
uphold prudent and pragmatic management, long-termism and
a shareholder value-oriented approach, while promoting the
coordinated development of its existing and new businesses,
with a view to continuously enhancing its overall operating
quality and long-term value creation capability.

APPRECIATION

On behalf of the Board, | would like to express my sincere
appreciation to our management team and employees for their
total dedication during a challenging year. | also wish to extend
my appreciation to the Group’s shareholders for their continued
support. The Board remains committed to upholding prudent
governance and creating sustainable long-term value for
shareholders.

Lin Jun
Chairman
Hong Kong, 30 March 2026
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Management Discussion and Analysis

INDUSTRY REVIEW

The year 2025 was a challenging year for the Group. Confronted
with a complex and evolving macroeconomic environment and
intensifying industry competition, by leveraging its established
experience and technical capabilities in the environmental
engineering sector, the Group responded prudently to
market developments, and its principal businesses remained
generally stable. During the year, the Group continued to focus
on industrial wastewater and flue gas treatment solutions
targeting “near-zero discharge” and successfully secured a
number of projects. The industry was also exposed to certain
external challenges, including increased payment pressures
faced by some customers and volatility in raw material prices.
In response, the Group continued to strengthen its risk
management measures and internal control procedures with
a view to mitigating potential operational and financial risks.
The Group will continue to focus on its core environmental
engineering business. Subject to market conditions and policy
developments, the Group expects to benefit from opportunities
arising from national policies such as the “Dual Carbon”
strategy and the “Beautiful China” initiative. The Group will
continue to adopt a prudent business approach, enhance its
technical capabilities, and seek to deliver sustainable value to
shareholders while contributing to environmental protection and
sustainable development.

DIVIDEND POLICY

The Board’s decision to make a recommendation for the
payment of dividends will depend on, inter alia, the Group’s
results of operations and cash flows, the Group’s financial
condition, general business conditions, the Company’s capital
requirements and future prospects.

The Board intends for the Company to maintain a stable and
sustainable dividend policy and, plans to declare dividends on
an annual basis. The amount of dividends to be declared will
normally be at least 30% of the audited consolidated profit after
tax of the Group in a given year. Dividends may, however, not
be declared, or deviated from this dividend policy if any one of
the following exceptional circumstances arise: (i) the Group’s
audited consolidated profit after tax of the Group having fallen
below RMB7 million; (ii) the Group having a net current liabilities
position; or (iii) inadequate cash flow to meet the Group’s capital
requirements.

The Company shall disclose detailed reasons to the Shareholders
if the Board decides not to declare dividend in a given year or to
deviate from this dividend policy
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Management Discussion and Analysis
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FINAL DIVIDEND AND SPECIAL DIVIDENDS

The Board does not recommend the payment of a final dividend
for the year ended 31 December 2025 (2024: Nil).

The Board intends for the Company to maintain a stable and
sustainable dividend policy and plans to declare dividends on
an annual basis. According to the current dividend policy, the
amount of dividends to be declared will normally be at least
30% of the audited consolidated profit after tax of the Group
in a given year. Taking into account the profit attributable to
owners of the Company for the year ended 31 December 2025
of RMB7.8 million, at least RMB2.3 million shall be declared
and paid as final dividend (“Intended Final Dividend”).
However, for the sake of cost efficiency, the Board has decided
to consider and include the Intended Final Dividend with the
dividend amount to be distributed as cash dividend in the
Second Tranche Special Dividend (as defined below).

Pursuant to board resolution on 24 December 2025, the Board
declared a special dividend with total amount of HK$198 million,
comprising the first tranche of special dividend of HK$118.8
million (HK$108.8 million paid in cash with 14,820,842 scrip
shares allotted in March 2026) (“First Tranche Special
Dividend”) and the second tranche of special dividend of
HK$79.2 million (to be paid by June 2026) (“Second Tranche
Special Dividend”). As stated in the announcement of the
Company dated 24 December 2025, should the total cash
payment fall below the amount of HK$118.8 million (in case
eligible Shareholders elect to receive the First Tranche Special
Dividend in the form of scrip shares) in the First Tranche Special
Dividend, the shortfall (i.e. HK$10.0 million) (“Additional
Special Dividend”) will be distributed as cash dividend in the
Second Tranche Special Dividend.

Further announcement(s) will be made as to the details of the
dividend amount to be distributed as cash dividend in the
Second Tranche Special Dividend, taking into consideration of
the Intended Final Dividend and the Additional Special Dividend,
in or around June 2026.

BUSINESS REVIEW

The Group is principally engaged in the development,
manufacture and sale of EP products and equipment, and the
provision of EP construction engineering solutions and services.
In 2025, the sale of EP products and equipment contributed
revenue of RMB242.6 million (2024: RMB251.5 million),
accounting for 100% (2024: 100%) of the Group’s total revenue.
The Group completed seven water treatment projects and four
flue gas treatment projects.
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Management Discussion and Analysis

As at 31 December 2025, the Group had 2 projects on
hand with an aggregate value of work to be completed of
approximately RMB76.2 million (tax inclusive). The Group
expects the above projects on hand to be completed by the end
of 2026.

The changes in the management of the Group during the year
were as follows:

- Mr. Guo Jiannan has been changed from the Chairman to
Vice Chairman of the Board;

- Mr. Zhu Duke Li resigned as an Executive Director and
Chief Executive Officer;

- Mr. Lin Jun was appointed as an Executive Director and
Chairman of the Board; and

- Ms. Pan Chang was appointed as the Chief Executive
Officer of the Group.

LIQUIDITY AND FINANCIAL RESOURCES

As at 31 December 2025, the Group’s total assets amounted to
RMB1,246.5 million, a decrease of RMB69.4 million compared
with RMB1,315.9 million in 2024. The Group’s total liabilities
as at 31 December 2025 amounted to RMB250.1 million, an
increase of RMB99.1 million compared with RMB151.0 million
in 2024. The increase was mainly due to first tranche of special
dividend payables net of repayment of amount due to the
Company’s immediate and ultimate controlling party.

The Group’s total equity as at 31 December 2025 was
RMB996.4 million (2024: RMB1,164.9 million), and the gearing
ratio, calculated on the basis of total borrowings (including
corporate bonds and amount due to related companies) to
equity (including all capital and reserves), was 0.1% (2024:
6.4%). The Group’s cash and cash equivalents amounted
to RMB1,178.4 million as at 31 December 2025 (2024:
RMB1,256.9 million).
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EXPOSURE TO FLUCTUATIONS IN FOREIGN
EXCHANGE RATES

The majority of the Group’s business transactions and liabilities
are denominated in Renminbi and Hong Kong dollars. The
Group has adopted a conservative financial policy, and the
majority of its bank deposits are in Renminbi and Hong Kong
dollars. As at 31 December 2025, the Group did not have any
foreign currency bank liabilities, foreign exchange contracts,
interest or currency swaps or other financial derivatives for
hedging purposes. Nevertheless, the management continues to
monitor the Group’s foreign exchange exposure and will take
prudent measures as and when appropriate. As at 31 December
2025, the Group did not hold any derivatives for hedging against
interest rate or foreign exchange risks.

CAPITAL COMMITMENTS AND CONTINGENT
LIABILITIES

As at 31 December 2025, the Group did not have any capital
expenditure commitments for the acquisition of property, plant
and equipment (2024: Nil). The Group has issued product
warranties to its customers for certain of its EP products and
equipment sold for a warranty period ranging from six months
to two years after installation. At the same time, the Group has
also received product warranties for such EP products and
equipment supplied from its suppliers. The Directors believe
that the amount of crystalized warranty liabilities will not be
significant at the end of the reporting period.

PLEDGE OF ASSETS

There was no pledge of assets by the Group as at 31 December
2025.

RELATIONSHIP WITH EMPLOYEES AND KEY
STAKEHOLDERS

As at 31 December 2025, the Group had approximately 80
employees. Employee salaries are maintained at competitive
levels and are reviewed annually, with close reference to the
relevant labor markets and economic situations. Directors’
remuneration is determined based on a variety of factors such as
market conditions and the specific responsibilities shouldered
by the individual directors. In addition to providing the basic
remuneration and statutory benefits as required by the law, the
Group provides discretionary bonuses based on its results and
the performance of the individual employee. Total remuneration
costs, including Directors’ remuneration, for the year ended 31
December 2025 was RMB12.7 million (2024: RMB14.6 million).
During the year under review, the Group organized professional
and vocational training for its employees. The Directors believe
that the Group has an admirable relationship with its employees.
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Corporate Governance Report

The Board of Directors of the Company (the “Board”) is pleased
to present the Corporate Governance Report in the Group’s
annual report for the year ended 31 December 2025.

CORPORATE GOVERNANCE CULTURE AND
STRATEGY

The Company is committed to ensuring that its affairs are
conducted in accordance with high ethical standards. This
reflects its belief that, in the achievement of its long-term
objectives, it is imperative to act with probity, transparency
and accountability. By so acting, the Company believes that
Shareholder wealth will be maximised in the long term and
that its employees, those with whom it does business and the
communities in which it operates will all benefit.

Corporate governance is the process by which the Board
instructs management of the Group to conduct its affairs with
a view to ensuring that its objectives are met. The Board is
committed to maintaining and developing robust corporate
governance practices that are intended to ensure:

satisfactory and sustainable returns to Shareholders;

- that the interests of those who deal with the Company are
safeguarded;

- that overall business risk is understood and managed
appropriately;

- the delivery of high-quality products and services to the
satisfaction of customers; and

- that high standards of ethics are maintained.
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CORPORATE GOVERNANCE PRACTICES

The Board was committed to achieving high corporate
governance standards.

The Board believes that high corporate governance standards
are essential in providing a framework for the Group to
safeguard the interests of shareholders (the “Shareholders”),
enhance corporate value, formulate its business strategies and
policies, and enhance its transparency and accountability.

The Company’s corporate governance practices are based on
the principles and code provisions as set out in the Corporate
Governance Code (the “CG Code”) contained in Appendix C1
to the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) (the
“Listing Rules”).

The Company has in place a corporate governance framework
and has established a set of policies and procedures based on
the CG Code contained in Appendix C1 to the Listing Rules.
Such policies and procedures provide the infrastructure for
enhancing the Board’s ability to implement governance and
exercise proper oversight on business conduct and affairs of the
Company.

In the opinion of the Directors, throughout the year ended 31
December 2025 the Company has complied with all applicable
code provisions of the CG Code, except for CG Code provisions
C.5.1 and D.2.5, which provides that regular Board meetings
should be held at least four times a year, and the Group should
have an internal audit function, details of which are set out in the
sections headed “Attendance Records of Directors”, “Board of
Directors”, “Board Meetings” “Communication with Shareholders
and Investors” and “Risk Management and Internal Control” of
this Corporate Governance Report.
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DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted its own code of conduct regarding
Directors’ dealings in the Company’s securities (the “Company’s
Securities Dealing Code”) on terms no less exacting than the
Model Code for Securities Transactions by Directors of Listed
Issuers (the “Model Code”) as set out in Appendix C3 to the
Listing Rules.

Specific enquiry has been made of all the Directors and the
Directors have confirmed that they have complied with the
Company’s Securities Dealing Code throughout the year ended
31 December 2025.

The Company’s Securities Dealing Code, no less exacting than
the Model Code, for securities transactions also applies to all
employees who, because of such office or employment, are
likely to possess inside information in relation to the Company or
its securities. No incident of non-compliance of the Company’s
Securities Dealing Code by the employees was noted by the
Company.

BOARD OF DIRECTORS

The Company is headed by an effective Board which assumes
responsibility for its leadership and control and be collectively
responsibility for promoting the Company’s success by directing
and supervising the Company'’s affairs. Directors take decisions
objectively in the best interests of the Company.

The Board has a balance of skills, experience and diversity of
perspectives appropriate to the requirements of the Company’s
business and regularly review the contribution required from
a Director to perform his responsibilities to the Company, and
whether the Director is spending sufficient time performing
them that are commensurate with their role and the Board
responsibilities. The Board includes a balanced composition
of Executive Director and Non-executive Directors (including
Independent Non-executive Directors) so that there is a strong
independent element on the Board, which can effectively
exercise independent judgement.
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Board Composition

The Board comprises six members including two Executive
Directors, one Non-executive Director and three Independent
Non-executive Directors.

During the financial year and up to 22 April 2026 (the “Latest
Practicable Date”), the composition of the Board comprised the
following Directors:

Executive Directors:

Mr. Guo Jiannan, Chairman, member of the Nomination
Committee and Remuneration Committee (appointed as Vice
Chairman on 29 December 2025 and appointed as Chairman
on 21 April 2026)

Ms. Pan Chang, Chief Executive Officer and
member of the Nomination Committee
(appointed as the member of the Nomination Committee
on 30 June 2025 and the Chief Executive Officer
on 29 December 2025)

Lin Jun (appointed as Executive Director and Chairman on
29 December 2025 and resigned on 21 April 2026)

Mr. Zhu Duke Li
(resigned on 29 December 2025)

Non-executive Director:

Ms. Song Xiaojuan, member of the Nomination Committee and
Remuneration Committee
(appointed on 19 March 2026)

Independent Non-executive Directors:

Mr. Chen Xuezheng, Chairman of the Nomination
Committee and Remuneration Committee and
member of the Audit Committee

Mr. Leung Shu Sun, Sunny, Chairman of the Audit Committee
and member of the Nomination Committee and
Remuneration Committee

Mr. Gao Hongbin, member of the Audit Committee,
Nomination Committee and Remuneration Committee
(appointed on 19 March 2026)

Mr. Hu Jianjun, member of the Audit Committee,
Nomination Committee and Remuneration Committee
(resigned on 19 March 2026)
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The biographical information of the Directors is set out in the
section headed “Directors and Senior Management” of this
Annual Report. The relationships between the Directors are
disclosed in the respective Director’s biography under the
section “Directors and Senior Management” of this Annual
Report. Save as disclosed above, there is no relationships
(including financial, business, family or other material/relevant
relationship(s)) between the Board members.

In compliance with Rule 3.09D of the Listing Rules, (i) Mr. Lin
Jun was appointed as an Executive Director on 29 December
2025, obtained the legal advice referred to in Rule 3.09D of the
Listing Rules on 23 December 2025, and he has confirmed that
he understood his obligations as a director of a listed issuer; (i)
Ms. Song Xiaojuan was appointed as an Non-executive Director
on 19 March 2026, obtained the legal advice referred to in Rule
3.09D of the Listing Rules on 13 March 2026, and she has
confirmed that she understood her obligations as a director of
a listed issuer; and (iii) Mr. Gao Hongbin who were appointed
as an independent non-executive Director on 19 March 2026,
obtained the legal advice referred to in Rule 3.09D of the
Listing Rules on 13 March 2026, and he has confirmed that he
understood his obligations as a director of a listed issuer.

Chairman and Chief Executive Officer

Pursuant to code provision C.2.1 of the CG Code as set out
in Appendix C1 to the Listing Rules, companies listed on
the Stock Exchange are expected to comply with, but may
choose to deviate from the requirement that the responsibilities
between the Chairman and the Chief Executive Officer should
be segregated and should not be performed by the same
individual. Mr. Lin Jun, an Executive Director of the Company,
was appointed as the Chairman of the Board with effect from
29 December 2025 and resigned on 21 April 2026. Mr. Guo
Jiannan, an Executive Director of the Company has been
appointed as the Chairman of the Board with effect from 21
April 2026.

On 29 December 2025, Mr. Zhu Duke Li resigned as Chief
Executive Officer and the Company appointed Ms. Pan Chang as
Chief Executive Officer of the Company. The Company comply
with code provision C.2.1 of the CG Code.
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Independent Non-executive Directors

During the year ended 31 December 2025, the Board at all
times met the requirements of the Listing Rules relating to
the appointment of at least three Independent Non-executive
Directors representing at least one-third of the Board. The
chairman of the Audit Committee is Mr. Leung Shu Sun, Sunny,
who possesses the appropriate professional qualification, and
accounting and financial management expertise as required
under Rule 3.10(2) of the Listing Rules.

The Company has received written annual confirmation from
each of the Independent Non-executive Directors in respect
of his independence in accordance with the independence
guidelines set out in Rule 3.13 of the Listing Rules. The
Company is of the view that all Independent Non-executive
Directors are independent.

Board Independence Evaluation

The Company has established a Board Independence Evaluation
Mechanism during the year which sets out the processes and
procedures to ensure a strong independent element on the
Board, which allows the Board effectively exercises independent
judgment to better safeguard Shareholders’ interests.

The objectives of the evaluation are to improve Board
effectiveness, maximise strengths, and identify the areas that
need improvement or further development. The evaluation
process also clarifies what actions of the Company need to
be taken to maintain and improve the Board performance, for
instance, addressing individual training and development needs
of each Director.

Pursuant to the Board Independence Evaluation Mechanism,
the Board will conduct annual review on its independence. The
Board Independence Evaluation Report will be presented to the
Board which will collectively discuss the results and the action
plan for improvement, if appropriate.

During the year ended 31 December 2025, all Directors
have completed the independence evaluation in the form of
a questionnaire individually and supplemented by individual
interviews. The Board Independence Evaluation Report was
presented to the Board and the evaluation results were
satisfactory.

During the year ended 31 December 2025, the Board
reviewed the implementation and effectiveness of the Board
Independence Evaluation Mechanism and the results were
satisfactory.
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Appointment and Re-election of Directors

Each of the Independent Non-executive Directors of the
Company is appointed under a letter of appointment which
is terminable by either party with 3 months’ notice in writing
served on the other side.

Under the Articles of Association of the Company, at each
annual general meeting, one-third of the Directors for the time
being, or if their number is not three or a multiple of three, the
number nearest to but not less than one-third shall retire from
office by rotation provided that every Director, including those
appointed for a specific term, shall be subject to retirement by
rotation at least once every three years. The Company’s Articles
of Association also provides that all Directors appointed to fill a
casual vacancy or as addition Director shall hold office only until
the first general meeting of the Company after his appointment
and shall then be eligible for re-election at the meeting but
shall not be taken into account in determining the Directors or
the number of Directors who are to retire by rotation at such
meeting.

Responsibilities, Accountabilities and Contributions of the
Board and Management

The Board should assume responsibility for leadership and
control of the Company, and is collectively responsible for
directing and supervising the Company’s affairs.

The Board directly, and indirectly through its committees, leads
and provides direction to management by laying down strategies
and overseeing their implementation, monitors the Group’s
operational and financial performance, and ensures that sound
internal control and risk management systems are in place.

All Directors, including Independent Non-executive Directors,
have brought a wide spectrum of valuable business experience,
knowledge and professionalism to the Board for its efficient and
effective functioning.

AN e o A
1F é”nﬂﬁ%

ZERERES

ARREBIFATESTHREBELESE
RE - ERZEAEEA—TRAR— %
H=EAEEBA T AR

BREARNREBERAR  REERRE
FREL ERA/B=D2Z—HWESE(W
EEABWF= =08 AIEARKRE
MERIPR=ZD 2 —HEFAR)ARE
BRI HEMBES(BREERETIHNE
R)ERLE=FHERTI X A7
M ERARNITRTE - PrA AR EREZE
RMERENESINBEFNEHES
HEXZERNARFERRRAER
b WERBERRASG LBEEET  H
REERZAE LWERTINEEXES
ABEAEFEER -

EEeREAEREFARANBET S
BREEEREEARANES -

EEeER(RAREEERZEE)RE
MIEEEERE - ETFEREHIERERE
BEEEENTER ERASEZENY
BRI - ARMERERA TEAAEBEE R
FEBEIR R o

ERES(ERBELIFNVTES)ORES
EERZEAGNEEXZHER - MHERk
BR BESRRABERE -

17



Pan Asia Environmental Protection Group Limited

REREREEERAF

Corporate Governance Report
TEERMRE

The Independent Non-executive Directors are responsible for
ensuring a high standard of regulatory reporting of the Company
and providing a balance in the Board for bringing effective
independent judgement on corporate actions and operations.

All Directors have full and timely access to all the information
of the Company and may, upon request, seek independent
professional advice in appropriate circumstances, at the
Company’s expenses for discharging their duties to the
Company.

The Directors shall disclose to the Company details of other
offices held by them and the Board regularly reviews the
contribution required from each Director to perform his
responsibility to the Company.

The Board reserves for its decision all major matters relating to
policy matters, strategies and budgets, internal control and risk
management, material transactions (in particular those that may
involve conflict of interests), financial information, appointment
of Directors and other significant operational matters of the
Company. Responsibilities relating to implementing decisions
of the Board, directing and co-ordinating the daily operation
and management of the Company are delegated to the
management.

The Company has arranged appropriate insurance coverage on
Directors’ and officers’ liabilities in respect of any legal actions
taken against Directors and senior management arising out of
corporate activities. The insurance coverage would be reviewed
on an annual basis.
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Continuous Professional Development of Directors

Directors shall keep abreast of regulatory developments and
changes in order to effectively perform their responsibilities and
to ensure that their contribution to the Board remains informed
and relevant.

Every newly appointed Director has received formal,
comprehensive and tailored induction on the first occasion of
his/her appointment to ensure appropriate understanding of the
business and operations of the Company and full awareness
of Director’s responsibilities and obligations under the Listing
Rules and relevant statutory requirements. Such induction shall
be supplemented by visits to the Company’s key plant sites and
meetings with senior management of the Company.

Directors should participate in appropriate continuous
professional development to develop and refresh their
knowledge and skills. Internally-facilitated briefings for Directors
would be arranged and reading material on relevant topics
would be provided to Directors where appropriate. All Directors
are encouraged to attend relevant training courses at the
Company’s expenses.

During the year ended 31 December 2025, all Directors have
been provided with relevant reading materials including legal
and regulatory updates for their reference and studying.
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The record of continuous professional development relating
to Director’s duties and regulatory and business development
that have been received by the Directors for the year ended 31
December 2025 are summarized as follows:

Tl

BE-T-_AF+-A=1T—HILFE"
ERCERAMESBANREEREY
EROFEFXRFRCOEHALT -

Type of
Training
Directors 2= &R
Executive Directors HITEE
Mr. Guo Jiannan SEmLE B
Ms. Pan Chang EIE L B
Mr. Lin Jun MELE B
(appointed on 29 December 2025 and (RZF-AFF+—H-FLHEZT -
resigned on 21 April 2026) PR ZFE—NF/H = +—HEFE)
Mr. Zhu Duke Li Zhu Duke LiZt 4 B
(resigned on 29 December 2025) (RZFEZFF+ = A=+ HEHT)
Independent Non-executive Directors BT IHITEE
Mr. Chen Xuezheng PRE S & A&B
Mr. Leung Shu Sun, Sunny 2R A A&B
Mr. Hu Jianjun tHRE LA A
(resigned on 19 March 2026) (R-ZF = NF=H+NHEE)
Note: st -
Types of Training IR R
A:  Attending training sessions, including but not limited to, briefings, Ar 2IEIIRE - BEETRAG®RE
seminars, conferences and workshops Welg @B RIIEYS

B: Reading relevant news alerts, newspapers, journals, magazines
and relevant publications

BOARD COMMITTEES

The Board has established three committees, namely, the Audit
Committee, the Remuneration Committee and the Nomination
Committee, for overseeing particular aspects of the Company’s
affairs. All Board committees of the Company are established
with specific written terms of reference which deal clearly with
their authority and duties. The terms of reference of the Board
committees are posted on the Company’s website and the
Stock Exchange’s website and are available to Shareholders
upon request.
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Audit Committee

The Audit Committee consists of three members, including
three Independent Non-executive Directors, namely Mr. Chen
Xuezheng, Mr. Gao Hongbin and Mr. Leung Shu Sun, Sunny.
Mr. Leung Shu Sun, Sunny is the chairman of the Audit
Committee.

The terms of reference of the Audit Committee are of no less
exacting terms than those set out in the CG Code.

The main duties of the Audit Committee are to assist the Board
in reviewing the financial information and reporting process,
risk management and internal control systems, effectiveness
of the internal audit function, scope of audit and appointment
of external auditor, and arrangements to enable employees of
the Company to raise concerns about possible improprieties
in financial reporting, internal control or other matters of the
Company.

During the year ended 31 December 2025, the Audit Committee
held two meetings to review the annual financial results and
reports in respect of the year ended 31 December 2024 and
the interim financial results and reports for the period ended
30 June 2025 and significant issues on the financial reporting,
operational and compliance controls, the effectiveness of the
risk management and internal control systems and internal audit
function, appointment of external auditor, engagement of non-
audit services and relevant scope of works, amendments of the
terms of reference in light of the amendments to the Corporate
Governance Code and arrangements for employees to raise
concerns about possible improprieties.

The Audit Committee also met the external auditor twice without
the presence of the Executive Directors.

The attendance of each member of the Audit Committee is set
out below:

Name of members REMA
Mr. Leung Shu Sun, Sunny (Chairman) RS E(EE)
Mr. Chen Xuezheng BRE LA

Mr. Gao Hongbin (appointed on 19 March 2026)
ERE)
Mr. HU Jianjun (resigned on 19 March 2026)
BHT)
* Since Mr. Gao Hongbin was appointed on 19 March 2026, he did
not attend the meetings held before his appointment.
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Number of
meeting
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Number of
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HEEERE
BITERREY

2/2
2/2
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Remuneration Committee

The Remuneration Committee consists of four members
including one Executive Director, namely Mr. Guo Jiannan,
one Non-executive Director, namely Ms. Song Xiaojuan, and
three Independent Non-executive Directors, namely Mr. Chen
Xuezheng, Mr. Gao Hongbin and Mr. Leung Shu Sun, Sunny.
Mr. Chen Xuezheng is the chairman of the Remuneration
Committee.

The terms of reference of the Remuneration Committee are of
no less exacting terms than those set out in the CG Code.

The primary functions of the Remuneration Committee include
reviewing and making recommendations to the Board on the
remuneration packages of individual executive Director and
senior management, the remuneration policy and structure
for all Directors and senior management, and establishing
transparent procedures for developing such remuneration policy
and structure to ensure that no Director or any of his associates
will participate in deciding his own remuneration.

During the year ended 31 December 2025, the Remuneration
Committee held two meetings to review and make
recommendation to the Board on the remuneration policy and
structure of the Company and the remuneration packages of the
Executive Director and senior management and other related
matters.

The remuneration of the senior management (excluding
Executive Director), whose biographical details are included
in section headed “Directors and Senior Management” of this
Annual Report, during the year falls within the following bands:

The attendance of each member of the Remuneration
Committee is set out below:
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Number of

meeting

attended/

Number of

meetlng held

HESHRRE

Name of members MEHE BITTRRY

Mr. Chen Xuezheng (Chairman) PR RS A (F /) 2/2

Mr. Guo Jiannan PEFMEE 2/2

Ms. Song Xiaojuan (appointed on 19 March 2026) KEEELZ (R T - NFE=F+1H 0/0*
BEEHE)

Mr. Gao Hongbin (appointed on 19 March 2026) mZ&EEELE(R-_ZE - F=A+1H 0/0*
EZL(T)

Mr. Leung Shu Sun, Sunny RS 3T 5E A& 2/2

Mr. HU Jianjun (resigned on 19 March 2026) HREEE(RZZE=Z"F=A+NAB 2/2

BHE)

Since Ms. Song Xiaojuan and Mr. Gao Hongbin were appointed
on 19 March 2026, they did not attend the meetings held before
their appointment.
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Number of
Individuals
Remuneration (HK$) M (78 T) AB
Nil to HK$1,000,000 £ Z%1,000,0008 7T 2
HK$1,000,001 to HK$1,500,000 1,000,001/ 7c £ 1,500,000/5 7T 1

The Company’s remuneration policy is to ensure that the
remuneration offered to employees, including Directors
and senior management, is based on skill, knowledge,
responsibilities and involvement in the Company’s affairs. The
remuneration package of Executive Director is also determined
with reference to the Company’s performance and profitability,
the prevailing market conditions and the performance or
contribution of the Executive Director. The remuneration for
the Executive Director comprises basic salary, pensions and
discretionary bonus. The remuneration policy for Independent
Non-executive Directors is to ensure that Independent Non-
executive Directors are adequately compensated for their
efforts and time dedicated to the Company’s affairs, including
their participation in Board committees. The remuneration for
the Non-Executive Director and Independent Non-executive
Directors mainly comprises Director’s fee which is determined
with reference to their duties and responsibilities by the Board.
Individual Directors and senior management have not been
involved in deciding their own remuneration.

Nomination Committee

The Nomination Committee consists of six members, including
two Executive Directors, namely Mr. Guo Jiannan and Ms. Pan
Chang, one Non-executive Director, namely Ms. Song Xiaojuan,
and three Independent Non-executive Directors, namely Mr.
Chen Xuezheng, Mr. Gao Hongbin and Mr. Leung Shu Sun,
Sunny. Mr. Chen Xuezheng is the chairman of the Nomination
Committee.

The terms of reference of the Nomination Committee are of no
less exacting terms than those set out in the CG Code.

The principal duties of the Nomination Committee include
reviewing the Board composition, developing and formulating
relevant procedures for the nomination and appointment of
Directors, making recommendations to the Board on the
appointment and succession planning of Directors, reviewing
the Board Diversity Policy and the Director Nomination Policy
and assessing the independence of Independent Non-executive
Directors.
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In assessing the Board composition, the Nomination Committee
would take into account various aspects as well as factors
concerning Board diversity as set out in the Company’s Board
Diversity Policy. The Nomination Committee would discuss and
agree on measurable objectives for achieving diversity on the
Board, where necessary, and recommend them to the Board for
adoption.

In identifying and selecting suitable candidates for directorships,
the Nomination Committee would consider the candidate’s
relevant criteria as set out in the Director Nomination Policy
that are necessary to complement the corporate strategy and
achieve Board diversity, where appropriate, before making
recommendation to the Board.

During the year ended 31 December 2025, the Nomination
Committee held two meetings to review the structure, size
and composition of the Board and the independence of
the Independent Non-executive Directors, to consider the
qualifications of the retiring Directors standing for re-election at
the annual general meeting, to review the Board Diversity Policy
and Director Nomination Policy. The Nomination Committee
considered an appropriate balance of diversity perspectives of
the Board is maintained.

The attendance of each member of the Nomination Committee is
set out below:

Name of members REHA
Mr. Chen Xuezheng (Chairman) BREER (L E)
Mr. Guo Jiannan ZPEMAE

Ms. Pan Chang (appointed as a member of
Nomination Committee on 30 June 2025)
Ms. Song Xiaojuan (appointed on 19 March
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Number of
meeting
attended/
Number of
meeting held
HEEHERY
BITEERY

2/2
2/2

E L+ (W _E-_REXA=+H
BEgmiE) 2/2
KERLZT(R-_E-XE=A+ANA

2026) EEE) 0/0*
Mr. Gao Hongbin (appointed on 19 March BABEER_E-_"F=A+NA
2026) EEE) 0/0*
Mr. Leung Shu Sun, Sunny 2R A& 2/2
Mr. HU Jianjun (resigned on 19 March 2026) EEAE(R_ZT - "F=A+/.H

BHE) 2/2

*

Since Ms. Song Xiaojuan and Mr. Gao Hongbin were appointed
on 19 March 2026, they did not attend the meetings held before
their appointment.
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Board Diversity Policy

The Company has adopted a Board Diversity Policy which
sets out the approach to achieve diversity of the Board. The
Company recognizes and embraces the benefits of having a
diverse Board and sees increasing diversity at the Board level as
an essential element in maintaining the Company’s competitive
advantage.

Pursuant to the Board Diversity Policy, the Nomination
Committee will review regularly the structure, size and
composition of the Board and where appropriate, make
recommendations on changes to the Board to complement the
Company’s corporate strategy and to ensure that the Board
maintains a balanced diverse profile. In relation to reviewing
and assessing the Board composition and the nomination of
Directors, the Nomination Committee is committed to diversity
at all levels and will consider a number of aspects, including but
not limited to gender, age, cultural and educational background,
professional qualifications, skills, knowledge and regional and
industry experience.

The Company aims to maintain an appropriate balance of
diversity perspectives that are relevant to the Company’s
business growth and is also committed to ensuring that
recruitment and selection practices at all levels (from the Board
downwards) are appropriately structured so that a diverse range
of candidates are considered.

The Board will consider setting measurable objectives to
implement the Board Diversity Policy and review such objectives
from time to time to ensure their appropriateness and ascertain
the progress made towards achieving those objectives.

For the purpose of implementation of the Board Diversity Policy,
the following measurable objectives were adopted:

(A) at least one of members of the Board shall be female;
(B) at least 40% of the members of the Board shall be
non-executive Directors or independent non-executive

Directors;

(C) at least one-third of the members of the Board shall be
independent non-executive Directors;

(D) at least one of the members of the Board shall have
obtained accounting or other professional qualifications;
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(E) at least 15% of the members of the Board shall have
more than 3 years of experience in the industry he/she is
specialised in;

(F) at least one of the members of the Board shall have China-
related work experience.

The Nomination Committee and the Board are of the view
that the current composition of the Board has achieved the
objectives set in the Board Diversity Policy.

Gender Diversity

The Company values gender diversity across all levels of
the Group. The following table sets out the gender ratio in
the workforce of the Group, including the Board and senior
management as at the date of this Annual Report:

Board EEE
Senior Management BREEE
Other employees Hitfgg
Overall workforce 2EET

The Board had targeted to achieve and had achieved at least
20% (1) of female Directors and 13% (11) of female employees
of the Group and considers that the above current gender
diversity is satisfactory.

Details on the gender ratio of the Group together with relevant
data can be found in the Environmental, Social and Governance
Report.

Director Nomination Policy

The Board has delegated its responsibilities and authority
for selection and appointment of Directors to the Nomination
Committee of the Company.

The Company has adopted a Director Nomination Policy which
sets out the selection criteria and nomination process and
the Board succession planning considerations in relation to
nomination and appointment of Directors of the Company and
aims to ensure that the Board has a balance of skills, experience
and diversity of perspectives appropriate to the Company and
the continuity of the Board and appropriate leadership at Board
level.
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The nomination process set out in the Director Nomination
Policy is as follows:

Appointment of New Director

(i)

(if)

(i)

(iv)

The Nomination Committee and/or the Board should, upon
receipt of the proposal on appointment of new Director
and the biographical information (or relevant details) of the
candidate, evaluate such candidate based on the criteria
as set out above to determine whether such candidate is
qualified for directorship.

If the process yields one or more desirable candidates,
the Nomination Committee and/or the Board should rank
them by order of preference based on the needs of the
Company and reference check of each candidate (where
applicable).

The Nomination Committee should then recommend
to the Board to appoint the appropriate candidate for
directorship, as applicable.

For any person that is nominated by a Shareholder
for election as a Director at the general meeting of the
Company, the Nomination Committee and/or the Board
should evaluate such candidate based on the criteria as
set out above to determine whether such candidate is
qualified for directorship.

Where appropriate, the Nomination Committee and/or the
Board should make recommendation to Shareholders in
respect of the proposed election of Director at the general
meeting.

Re-election of Director at General Meeting

(i)

(il

The Nomination Committee and/or the Board should
review the overall contribution and service to the Company
of the retiring Director and the level of participation and
performance on the Board.

The Nomination Committee and/or the Board should
also review and determine whether the retiring Director
continues to meet the criteria as set out above.

The Nomination Committee and/or the Board should then
make recommendation to Shareholders in respect of the
proposed re-election of Director at the general meeting.
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Where the Board proposes a resolution to elect or re-elect
a candidate as Director at the general meeting, the relevant
information of the candidate will be disclosed in the circular to
Shareholders and/or explanatory statement accompanying the
notice of the relevant general meeting in accordance with the
Listing Rules and/or applicable laws and regulations.

The Director Nomination Policy sets out the criteria for assessing
the suitability and the potential contribution to the Board of a
proposed candidate, including but not limited to the following:

° Character and integrity;

° Qualifications including professional qualifications, skills,
knowledge and experience that are relevant to the
Company’s business and corporate strategy;

° Diversity in all aspects, including but not limited to
gender, age (18 years or above), cultural and educational
background, ethnicity, professional experience, skKills,
knowledge and length of service;

° Requirements of Independent Non-executive Directors on
the Board and independence of the proposed Independent
Non-executive Directors in accordance with the Listing
Rules; and

° Commitment in respect of available time and relevant
interest to discharge duties as a member of the Board
and/or Board committee(s) of the Company.

During the year ended 31 December 2025, there was no change
in the composition of the Board.

The Nomination Committee will review the Director Nomination
Policy, as appropriate, to ensure its effectiveness.

Corporate Governance Functions

The Board is responsible for performing the functions set out in
the code provision A.2.1 of the CG Code.

During the year ended 31 December 2025, the Board had
reviewed the Company’s corporate governance policies and
practices, training and continuous professional development of
Directors and senior management, the Company’s policies and
practices on compliance with legal and regulatory requirements,
the compliance of the Company’s Securities Dealing Code and
the Model Code, and the Company’s compliance with the CG
Code and disclosure in the Corporate Governance Report.
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ATTENDANCE RECORDS OF DIRECTORS

The attendance record of each Director at the Board meetings,
the Board Committee meetings and the general meetings of the
Company held during the year ended 31 December 2025 is set
out in the table below:
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REENEE—_E-_RE+-_A=+—H
HFERITHNEESSH  E5LESY
FEANARNBRERESH L FE 8
T

Attendance/Number of Meetings

HERY, FEAH
Annual
Audit Remuneration Nomination General
Board Committee Committee Committee Meeting
Name of Director 3 EEXE ENZEE FMZEEE REZERE RRAFAE
Executive Directors HITEE
Guo Jiannan =4 6/6 N/A 2/2 2/2 1/1
il
Pang Chang g 6/6 N/A N/A 2/2 1/1
TEA TER
Lin Jun (appointed on WE(R=F=faF 0/0 N/A N/A N/A 0/0
29 December 2025 and FA-+hA NEA il TiEA
resigned on 21 April 2026) BEL IR
ZE-NFERA
Z+—HEF)
Zhu Duke Li (resigned on Zhu Duke Li 6/6 N/A N/A N/A 0/1
29 December 2025) (R=FE=HA+=H TEm TEm TEm
ZFAHEE)
Independent Non-executive BUHHTEE
Directors
Chen Xuezheng BRER 6/6 2/2 2/2 2/2 0/1
Leung Shu Sun, Sunny DR 6/6 2/2 2/2 2/2 1/1
Hu Jianjun (resigned on HRE (R-F- F 6/6 2/2 2/2 2/2 01
19 March 2026) ZHTAHEE)
Apart from regular Board meetings, the Chairman also held FAN - BREREFGIEI  TETER

meetings with Independent Non-executive Directors without the
presence of other Directors during the year.

An Independent Non-executive Director has attended general
meeting of the Company to gain and develop a balanced
understanding of the view of the Shareholders.
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BOARD MEETINGS

Regular Board meetings should be held at least four times a
year involving active participation, either in person or through
electronic means of communication, of a majority of Directors.
During the year ended 31 December 2025, the Board held six
meetings with active participation of majority directors, either
in person or through electronic means of communication. The
Company does not announce its quarterly results and hence not
consider the holding of quarterly meetings as necessary.

RISK MANAGEMENT AND INTERNAL
CONTROLS

The Board acknowledges its responsibility for the risk
management and internal control systems and reviewing their
effectiveness. Such systems are designed to manage rather
than eliminate the risk of failure to achieve business objectives,
and can only provide reasonable and not absolute assurance
against material misstatement or loss.

The Board has the overall responsibility for evaluating and
determining the nature and extent of the risks it is willing to take
in achieving the Company’s strategic objectives, and establishing
and maintaining appropriate and effective risk management and
internal control systems.

The Audit Committee assists the Board in leading the
management and overseeing their design, implementation and
monitoring of the risk management and internal control systems.

The Company has developed and adopted various risk
management procedures and guidelines with defined
authority for implementation by key business processes and
office functions, including project management, sales and
leasing, financial reporting, human resources and information
technology.

An on-going process has been established for identifying,
evaluating and managing the significant risks faced by the
Group. The process involves:

(i) Risk Identification: identify risks that may potentially affect
the Group’s businesses and operations;

(i)  Risk Evaluation: consider the impact on the business and
the likelihood of their occurrence; and

(i) Risk Management: perform on-going and periodic
monitoring of the risks and ensure that appropriate internal
control processes are in place.
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All divisions conducted internal control assessment regularly to
identify risks that potentially impact the business of the Group
and various aspects including key operational and financial
processes, regulatory compliance and information security. Self-
evaluation has been conducted annually to confirm that control
policies are properly complied with by each division.

The management, in co-ordination with division heads, assessed
the likelihood of risk occurrence, provide treatment plans,
and monitor the risk management progress, and reported to
the Audit Committee and the Board on all findings and the
effectiveness of the systems.

The management has reported to the Board and the Audit
Committee on the effectiveness of the risk management and
internal control systems for the year ended 31 December 2025.

Under Code Provision D.2.5 of the CG Code, the Group should
have an internal audit function. During the year, the Group
conducted a review on the need for setting up an internal audit
department. Given the Group’s simple operating structure and
the potential cost burden, it was decided that the Group would
not set up an internal audit department for the time being and
the Board would be directly responsible for risk management
and internal control systems of the Group.

The Company has engaged external professional firm
for providing the internal audit function and performing
independent review of the adequacy and effectiveness of the
risk management and internal control systems. The internal
audit function examined key issues in relation to the accounting
practices and all material controls and provided its findings and
recommendations for improvement to the Audit Committee.

The Board, as supported by the Audit Committee as well as the
management report and the internal audit findings, conducted
an annual review of the risk management and internal control
systems, including the financial, operational and compliance
controls, for the year ended 31 December 2025, and considered
that such systems are effective and adequate. The annual
review also covered the financial reporting and internal audit
function and staff qualifications, experiences and relevant
resources.
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Arrangements are in place to facilitate employees of the
Company to raise, in confidence, concerns about possible
improprieties in financial reporting, internal control or other
matters of the Company.

The Company has in place the Whistleblowing Policy for
employees of the Company and those who deal with the
Company to raise concerns, in confidence and anonymity, with
the Audit Committee about possible improprieties in any matters
related to the Company.

The Company has also in place the Anti-Corruption Policy to
safeguard against corruption and bribery within the Company.
The Company has an internal reporting channel that is open and
available for employees of the Company to report any suspected
corruption and bribery. Employees can also make anonymous
reports to the internal audit function, which is responsible for
investigating the reported incidents and taking appropriate
measures. The Company continues to carry out anti-corruption
and anti-bribery activities to cultivate a culture of integrity, and
actively organizes anti-corruption training and inspections to
ensure the effectiveness of anti-corruption and anti-bribery.

During the year ended 31 December 2025, the Company held
anti-corruption training regularly and briefing to all employees.
There were no non-compliance cases in relation to bribery and
corruption.

The Company has developed its disclosure policy which
provides a general guide to the Company’s Directors, officers,
senior management and relevant employees in handling
confidential information, monitoring information disclosure and
responding to enquiries.

Control procedures have been implemented to ensure that
unauthorized access and use of inside information are strictly
prohibited.
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Also, the Company has complied with the risk management
and internal control code provisions D.2.4 during the year. In
particular, the Board monitors the Company to disclose the
following:

(@) the process used to identify, evaluate and manage
significant risks;

(b)  the main features of risk management and internal control
system;

(c) an acknowledgement by the Board that it is responsible
for the risk management and internal control system and
reviewing its effectiveness;

(d) the process used to review the effectiveness of the risk
management and internal control system; and

(e) the process used to resolve material internal control
defects for any significant problems disclosed in its annual
reports and financial statements.

In addition, the Group has formulated risk management plan
to ensure the identification, assessment, management, control
and reporting of all significant risks of the Group are carried
out according to a unified guideline, and are reported to the
senior management, the Audit Committee and the Board
when necessary. Such guideline stipulates the Group’s risk
management policies and procedures which are carried out with
the common risk management methods.

According to the Code Provision D.2.1, the Board should
review the effectiveness of the issuer’s risk management and
internal control systems has been conducted at least annually
and report to shareholders that it has done so in its Corporate
Governance Report.

The Board has reviewed the internal control and risk
management systems during the year, including the Company’s
resources in accounting and financial reporting functions,
staff qualifications and experience, as well as the adequacy
of training courses and budget. Save as disclosed below, the
Board believes that the Company’s internal control and risk
management systems are effective and adequate. The Board
confirms that the Group has complied with the Code Provisions
on risk management and internal control as set out in the CG
Code throughout the year ended 31 December 2025.
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DIRECTORS’ RESPONSIBILITY IN RESPECT OF
THE FINANCIAL STATEMENTS

The Directors acknowledge their responsibility for preparing
the financial statements with the support of the accounting and
finance team.

The Directors have prepared the financial statements in
accordance with the Hong Kong Financial Reporting Standards
issued by the Hong Kong Institute of Certified Public
Accountants. Appropriate accounting policies have also been
used and applied consistently except the adoption of revised
standards, amendments to standards and interpretation.

The Directors are not aware of any material uncertainties relating
to events or conditions that may cast significant doubt upon the
Company’s ability to continue as a going concern.

The statement of the external auditor of the Company (the
“Auditor”) about their reporting responsibilities on the financial
statements is set out in the Independent Auditor’s Report of this
Annual Report.

THE BOARD’S VIEWS ON THE QUALIFIED
OPINION

The auditor of the Company, Ascenda Cachet CPA Limited,
expressed a qualified opinion on the consolidated financial
statements of the Group for the year ended 31 December 2025.
The management of the Company obtained the understanding
with Ascenda Cachet CPA Limited that the audit opinion
(“Audit Modification”) for the year ended 31 December 2025
is qualified only to the extent of the comparative information
of the consolidated statements of profit or loss and other
comprehensive income, changes in equity and cash flows for
the year ended 31 December 2024 as stated in the section
of “Basis for Qualified Opinion” of the Independent Auditor’s
Report.

Other than the comparability of the related financial information
mentioned above, in the opinion of Ascenda Cachet CPA
Limited, the consolidated financial statements give a true and
fair view of the consolidated financial position of the Group
as at 31 December 2025, and of its consolidated financial
performance and its consolidated cash flows for the year
then ended in accordance with HKFRS Accounting Standards
as issued by the Hong Kong Institute of Certified Public
Accountants and have been properly prepared in compliance
with the disclosure requirements of the Hong Kong Companies
Ordinance.
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As disclosed in the consolidated financial statements, the Group
had disposed of the entire issued share capital of Turing Al (the
“Disposal”) and the Group ceased its control of Turing Al upon
completion of the Disposal on 31 December 2024 (the “Disposal
Date”). A gain on disposal of the Turing Al of approximately
RMB2,906,000 was recognised in the consolidated statement of
profit or loss and other comprehensive income during the year
ended 31 December 2024.

As explained in the Independent Auditor’'s Report on the
consolidated financial statements of the Group for the year
ended 31 December 2024, Ascenda Cachet CPA Limited were
unable to determine whether any adjustments were necessary
in respect of (i) the results and cash flows of Turing Al for the
period from 1 January 2024 to the Disposal Date which were
included in the consolidated statement of profit or loss and
other comprehensive income and consolidated statement of
cash flows of the Group for the year ended 31 December 2024;
(i) the carrying amounts of the assets and liabilities of Turing
Al as at the Disposal Date as disclosed in the consolidated
financial statements; and (iii) the gain on disposal of Turing Al
which was calculated based on the carrying amounts of the
assets and liabilities of Turing Al as at the Disposal Date.

Ascenda Cachet CPA Limited’s opinion on the current year’s
consolidated financial statements is also modified because of
the possible effects of these matters on the comparability of the
relevant financial information presented as comparative figures.

The Audit Committee is of the view that the Audit Issue has
been addressed. It is confirmed that there is no unresolved
Audit Issue in the next financial year.
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Internal Control Measures Taken by the Company in Light of
the Audit Modification

According to the Code Provision D.2.4, it requires the Company
to disclose how they have complied with the risk management
and internal control code provisions, in particular the process
used to review the effectiveness of the risk management and
internal control systems and to resolve material internal control
defects.

As mentioned on page 34 to 35 of this Corporate Governance
Report, the Auditor was not provided with appropriate audit
evidence mainly due to the disposed subsidiary’s Purchaser’s
refusal of providing requested information and supporting
documents.

The Company acknowledges deficiency in the Company’s
internal control system that led to the inability to access to the
relevant books and records of Turing Al after the completion of
the Disposal.

The Company will adopt the following remedial measures to
strengthen the relevant internal control procedures of the Group:

(1) ensure the obtaining of sufficient documents and
information for Auditors’ preparation of the financial
statements before proceeding to any disposal of its
subsidiaries;

(2) incorporate legal terms in the relevant contracts to
extend the counterparty’s legal obligation to provide any
documents and information requested by the Company
after completion of any disposal of its subsidiaries; and

(3) engage an independent internal control consultant to
conduct a review on the internal control procedures of the
Company in respect of obtaining materials of disposed
subsidiaries for the preparation of audited financial
statements and, subject to the result of such review,
provide recommendations to enhance the Company’s
internal control procedures, with a view to ensuring an
effective and sufficient internal control system.
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AUDITOR’S REMUNERATION

The remuneration paid and payable to the external auditor of the
Company in respect of audit services and non-audit services for
the year ended 31 December 2025 is set out below:

Service Category BR 8 I
Audit Services EZR
Non-audit Services IEEZARTE
Total st

COMPANY SECRETARY

The Board appoints Mr. Wan San Fai, Vincent as its Company
Secretary in accordance with the Company’ s Articles of
Association and in compliance with the requirements of the
Listing Rules. Mr. Wan has complied with the professional
training requirement as set out in Rule 3.29 of the Listing Rules
during the year ended 31 December 2025.

SHAREHOLDERS’ RIGHTS

Convening an Extraordinary General Meeting by
Shareholders

Pursuant to Article 64 of the Articles of Association of the
Company, the Directors may, whenever it think fit, convene an
Extraordinary General Meeting. Extraordinary General Meetings
shall also be convened on the requisition of one or more
Shareholders holding, at the date of deposit of the requisition,
not less than one tenth of the voting rights, on a one vote
per share basis, of the Company having the right of voting at
general meetings. Such requisition shall be made in writing to
the Directors or the Secretary for the purpose of requiring an
Extraordinary General Meeting to be called by the Directors for
the transaction of any business specified in such requisition.
If within twenty-one (21) days of such deposit the Directors
fail to proceed to convene such meeting, the requisitionist(s)
himself (themselves) may convene a physical meeting at only
one location which will be the Principal Meeting Place, and
all reasonable expenses incurred by the requisitionist(s) as a
result of the failure of the Directors shall be reimbursed to the
requisitionist(s) by the Company.
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Putting Forward Proposals at General Meetings

For proposal of a person for election as Director, pursuant
to Article 113 of the Articles of Association of the Company,
no person, other than a retiring Director, shall, unless
recommended by the Directors for election, be eligible for
election to the office of Director at any general meeting, unless
notice in writing of the intention to propose that person for
election as a Director and notice in writing by that person of
his willingness to be elected shall have been lodged at the
Company’s Head Office at Room 1506, 15/F, Lippo Sun Plaza,
No. 28 Canton Road, Tsim Sha Tsui, Kowloon, Hong Kong or
at the Company’s Registration Office at Tricor Investor Services
Limited at 17/F, Far East Finance Centre, 16 Harcourt Road,
Hong Kong at least ten (10) business days before the date of the
general meeting and the period for lodgement of such notices
shall commence no earlier than the day after the despatch of
the notice of the general meeting appointed for such election
and shall be at least ten (10) business days in length.

Shareholders who wish to put forward other proposals at
general meetings may follow the procedures in “Convening an
Extraordinary General Meeting by Shareholders” set out above
to convene an extraordinary general meeting for business
specified in the written requisition.

Putting Forward Enquiries to the Board

For putting forward any enquiries to the Board of the Company,
Shareholders may send written enquiries to the Company.
The Company will not normally deal with verbal or anonymous
enquiries.

Contact Details

Shareholders may send their enquiries or requests as mentioned
above to the following:

Address: Room 1506, 15/F, Lippo Sun Plaza, No. 28 Canton
Road, Tsim Sha Tsui, Kowloon, Hong Kong
(For the attention of the Board of Directors)

Fax: (852) 3747-8047

Email: info@paep.com.cn

For the avoidance of doubt, Shareholder(s) must deposit
and send the original duly signed written requisition, notice
or statement, or enquiry (as the case may be) to the above
address, apart from other specified office of the Company,
if any, and provide their full name, contact details and
identification in order to give effect thereto. Shareholders’
information may be disclosed as required by law.
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COMMUNICATION WITH SHAREHOLDERS AND
INVESTORS

The Company considers that effective communication with
Shareholders is essential for enhancing investor relations and
investor understanding of the Group’s business performance
and strategies. The Company endeavours to maintain an on-
going dialogue with Shareholders and in particular, through
annual general meetings and other general meetings. At
the annual general meeting, Directors (or their delegates as
appropriate) are available to meet Shareholders and answer
their enquiries.

To safeguard Shareholder interests and rights, separate
resolution should be proposed for each substantially separate
issue at general meetings, including the election of individual
Director. All resolutions put forward at general meetings will be
voted on by poll pursuant to the Listing Rules and poll results
will be posted on the websites of the Company and of the Stock
Exchange after each general meeting.

Shareholders’ Communication Policy

The Company has in place a Shareholders’ Communication
Policy. The policy aims at promoting effective communication
with Shareholders and other stakeholders, encouraging
Shareholders to engage actively with the Company and enabling
Shareholders to exercise their rights as Shareholders effectively.
The Board reviewed the implementation and effectiveness of
the Shareholders’ Communication Policy and the results were
satisfactory.

The Company has established a number of channels for
maintaining an on-going dialogue with its Shareholders as
follows:

(@ Corporate Communication

“Corporate Communication” as defined under the Listing
Rules refers to any document issued or to be issued by the
Company for the information or action of holders of any
of its securities, including but not limited to the following
documents of the Company: (a) the Directors’ report,
annual accounts together with a copy of the auditor’s
report and, where applicable, its summary financial
report; (b) the interim report and, where applicable, its
summary interim report; (c) a notice of meeting; (d) a listing
document; (e) a circular; and (f) a proxy form.
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The Corporate Communication of the Company
will be published on the Stock Exchange’s website
(www.hkex.com.hk) in a timely manner as required by the
Listing Rules.

Corporate Communication will be provided to Shareholders
and non-registered holders of the Company’s securities in
both English and Chinese versions or where permitted, in
a single language, in a timely manner as required by the
Listing Rules.

Announcements and Other Documents pursuant to the
Listing Rules

The Company shall publish announcements (on price
sensitive information, corporate actions and transactions
etc.) and other documents (e.g. Memorandum and Articles
of Association) on the Stock Exchange’s website in a
timely manner in accordance with the Listing Rules.

Corporate Website

Any information or documents of the Company posted
on the Stock Exchange’s website will also be published
on the Company’s website (www.paep.com.cn) under
“Corporate Governance” section.

Other corporate information about the Company’s
business developments, goals and strategies, corporate
governance and risk management will also be available on
the Company’s website.

Shareholders’ Meetings

The annual general meeting and other general meetings
of the Company are primary forum for communication
between the Company and its Shareholders.

The Company shall provide Shareholders with relevant
information on the resolutions(s) proposed at a general
meeting in a timely manner in accordance with the Listing
Rules. The information provided shall be reasonably
necessary to enable Shareholders to make an informed
decision on the proposed resolution(s).

Shareholders are encouraged to participate in general
meetings or to appoint proxies to attend and vote at the
meetings for and on their behalf if they are unable to
attend the meetings.
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Where appropriate or required, the Chairman of the
Board and other Board members, the chairmen of board
committees or their delegates, and the external auditors
should attend general meetings of the Company to answer
Shareholders’ questions (if any).

The chairman of the independent board committee (if
any) should also be available to answer questions at any
general meeting to approve a connected transaction
or any other transaction that is subject to independent
Shareholders’ approval.

Shareholders’ Enquiries
Enquiries about Shareholdings

Shareholders should direct their enquiries about their
shareholdings to the Company’s branch share registrar,
Tricor Investor Services Limited, via its online holding
enquiry service at www.tricoris.com, or send email to
is-enquiries@hk.tricorglobal.com or call its hotline at
(852) 2980 1333, or go in person to its public counter at
17/F, Far East Finance Centre, 16 Harcourt Road, Hong
Kong.

Enquiries about Corporate Governance or Other Matters to
be put to the Board and the Company.

The Company will not normally deal with verbal or
anonymous enquiries. Shareholders may send written
enquiries to the Company, for attention of Company
Secretary, by email: info@paep.com.cn or mail to Room
1506, 15/F, Lippo Sun Plaza, No. 28 Canton Road, Tsim
Sha Tsui, Kowloon, Hong Kong. Shareholders may call the
Company at (852) 3153 4323 for any assistance.

Note: Shareholders’ information may be disclosed as required by
law.
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(f)  Other Investor Relations Communication Platforms

Investor/analysts briefings, roadshows (both domestic
and international), media interviews, marketing activities
for investors and specialist industry forums etc. will be
launched on a required basis.

Amendments to Constitutional Documents

During the year under review, the Company has not made any
changes to its Articles of Association. An up to date version of
the Company’s Articles of Association is also available on the
Company’s website and the Stock Exchange’s website.

Dividend Policy

The Company has adopted a Dividend Policy on payment of
dividends. The Board’s decision to make a recommendation for
the payment of dividends will depend on, inter alia, the Group’s
results of operations and cash flows, the Group’s financial
condition, general business conditions, the Company’s capital
requirements and future prospects.

The Board intends for the Company to maintain a stable and
sustainable dividend policy and, plans to declare dividends on
an annual basis. The amount of dividends to be declared will
normally be at least 30% of the audited consolidated profit after
tax of the Group in a given year. Dividends may, however, not
be declared, or deviated from this dividend policy if any one of
the following exceptional circumstances arise: (i) the Group’s
audited consolidated profit after tax of the Group having fallen
below RMB7 million; (i) the Group having a net current liabilities
position; or (i) inadequate cash flow to meet the Group’s capital
requirements.

The Company shall disclose detailed reasons to the Shareholders
if the Board decides not to declare dividend in a given year or
to deviate from this dividend policy. Such details have been
disclosed in the annual report of the Company.
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BOARD OF DIRECTORS

Executive Directors

Mr. Guo Jiannan, aged 50, was appointed as an Executive
Director in March 2023. Mr. Guo was appointed as Chairman
of the Board on 27 November 2023 and has been changed
to Vice Chairman of the Board on 29 December 2025 and
changed from Vice Chairman to Chairman of the Board on 21
April 2026. He is currently a director of Guangzhou DSQ Capital
Co. Ltd. and a researcher of Peking University. He obtained a
bachelor’s degree of economic in business administration and
master’s degree of economic in statistics from Peking University
in July 1998 and July 2002 respectively. He further obtained
a doctorate degree of philosophy in economics from The
University of Warwick in April 2008. He passed the Shenzhen
Stock Exchange Independent Director Qualification Training for
Listed Company in December 2016.

Mr. Guo is an expert in industrial economics and industrial
finance. He was a researcher at The University of Warwick from
September 2002 to July 2006, a lecturer at The London School
of Economics and Political Science from September 2006 to
April 2008, an associate professor and supervisor of doctoral
students at Southwestern University of Finance and Economics
from April 2008 to August 2015.

Mr. Guo served as a consultant of Sichuan Provincial
Government and Industrial Fund for a long time, and has a
deep understanding of the industrial development and strategic
layout, as well as strong capital operation and resource
integration capabilities. He served as an expert member of
investment review committee of Jintai Property & Casualty
Insurance Co., Ltd, an expert member of professional committee
of Financing Guarantee Association of Sichuan and a director of
Chengdu CST XingChuang Equity Investment Management Co.,
Ltd. since May 2009, May 2010 and May 2016 respectively.

In addition, Mr. Guo was an independent director of Huaren
Pharmaceutical Co., Ltd. (Stock code: 300110) (the shares
of which are listed on Shenzhen Stock Exchange) from
September 2017 to August 2019. He is a professional member
of investment review committee of Chengdu B-ray Media Co.,
Ltd. (stock code: 600880) (the shares of which are listed on
Shanghai Stock Exchange) and an independent director of Wells
Advanced Materials (Shanghai) Co., Ltd. (the shares of which
are listed on Shenzhen Stock Exchange) since October 2020
and September 2021 respectively.
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Ms. Pan Chang, aged 43, was appointed as Executive
Director on 27 November 2023 and was appointed as the chief
Executive Officer of the Group on 29 December 2025. She
obtained a bachelor’s degree of business administration from
Trent University in May 2014. She further obtained an executive
master’s degree of business administration from The Chinese
University of Hong Kong in July 2022. She obtained Shenzhen
Stock Exchange’s Board Secretary Qualification Certificate,
Independent Director Certificate and Fund Practitioner
Qualification Certificate in July 2020, November 2020 and
October 2020 respectively.

Ms. Pan is currently a partner of Guangzhou DSQ Capital Co.
Ltd. Ms. Pan has years of experience in equity investment.
She has long been focused on the fields of new materials
and semiconductors, big data artificial intelligence and super
computing power. She has participated in investments in
multiple IPOs, mergers and acquisitions of listed companies,
and has rich investment management capabilities in equity
investment, government guidance funds, S funds and cross-
border investment and other aspects.

Mr. Lin Jun, aged 38, was appointed as an Executive Director
and Chairman of the Board on 29 December 2025 and resigned
on 21 April 2026. He has extensive experience in the areas of
sales management, development of sales channels and brand
operations, with years of focus on the conversion of brand and
product capabilities to scalable sales, possessing a strong
understanding of sales system building, channel efficiency
enhancement and business growth.

In his previous positions, Mr. Lin was responsible for nationwide
sales and market management, leading the development of
multi-tiered sales network and channel systems, and through
systematising management and streamlining operations,
achieved annual sales of up to RMB2 billion, demonstrating his
strong sales organisation and conversion abilities.
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Since 2024, Mr. Lin has been serving as chairman of Jiangxi
Senlin Junmu Healthcare Management Limited* (T 78 #f #& &
AEFEE IR AR DA, where he is responsible for operations
management and business development with a focus on
promoting the development and optimisation of sales system,
marketing strategy and store operation model. Since July
2025, Mr. Lin has also been serving as chairman of Senlin
Junmu Shuzhi (Shenzhen) Network Technology Limited* ( £ #k
BAREE(RINELE BB BR A F]), where he is involved in the
building of the operation team, and has a significant role in
sales digitalisation, channel management and store operation
efficiency enhancement.

Mr. Lin has solid experience in sales-driven growth, replication
of sales channels and multistore management. Having Mr. Lin
join the Group will facilitate the strengthening of its market
expansion capabilities, enhance conversion rate and support
the robust development of the Group’s relevant businesses.

Non-executive Director

Ms. Song Xiaojuan, aged 56, is an Non-Executive Director.
She graduated from Heilongjiang University with a bachelor’s
degree in accountancy. From October 1991 to October 1998,
she served as finance manager at the Yichun Border Trade
Company in Heilongjiang Province. From November 1998 to
June 2013, she served as financial controller at subsidiaries of
Heilongjiang Zhongzhi Group. From July 2013 to June 2015,
she served as vice president of Yunnan Zhongju Petrochemical
Group. Since July 2015, she has served as vice president of
Kunming Ruicheng Commercial Operation and Management
Co., Ltd.

EERSREEE

BT -WFRE - MEERETARME
ARFEEEARQRIE  ZEAAERT
W%ﬁﬁ&%%%? EXEPHER
R EHREENPREEEA R BE
ft-BZFT-_RAFLHE" M%Eﬁﬁ&
BMEARBE CRIDBEREAR D

J% %E%@@%%@@’ﬁ&%%%?
£ REEENFIUEELHXEA T HE
BEEEM -

MELEHERP LR - REEHLZ
FIEEETEABEELR  ENAKE
BN SR EE — ot iSRS - B2
EBE(HE  IXHEERBEHENR
R -

FHTES

REUBZ L 5601 AHBTESE - &
RERTABRE  NEGHBLB -
A—AN—F+BE-AANETA &
KBTI FETIRAE SR AREN
B B AR N\E+—AE=F =

FRA BREBEEITFEEETEFAA
EEVBREE BT =ZFtAE_F
—hERA - REEFERETELLEER

mE - BT —RFELANUK  RAERA
X ELEEARDANEIEE

45



Pan Asia Environmental Protection Group Limited

REREREEERAF

Directors and Senior Management
EEREREERE

Independent Non-Executive Directors

Mr. Leung Shu Sun, Sunny, aged 63, has been appointed as
an Independent Non-executive Director since December 2007.
He is the chairman of the Audit Committee and a member of
the Nomination Committee and the Remuneration Committee.
He has over 20 years’ working experience in, among others,
accounting, treasury management, budgeting and corporate
finance. He graduated from Hong Kong Polytechnic University
with a professional diploma in Accountancy and obtained a
master’s degree in business administration from the University
of South Australia. He is a fellow member of the Association
of Chartered Certified Accountants, an associate member
of the Hong Kong Institute of Certified Public Accountants
and a member of Certified General Accountants’ Association
of Canada. From 2005 to 2007, he served as the financial
controller, qualified accountant and company secretary of
Xiwang Sugar Holdings Company Limited (now known as
Xiwang Property Holdings Company Limited) (Stock Code:
2088), the shares of which are listed on the Main Board of the
Stock Exchange. From 2001 to date, he has been a director
of a company providing accounting, tax and corporate finance
services. From 1999 to 2001, he held key financial position in
a listed company in Hong Kong. From 1998 to 1999, he was
a finance director of a company principally engaged in the
provision of network infrastructure solutions. From 1993 to
1998, he was the financial controller of a company principally
engaged in property investment, trading and securities. From
1987 to 1990, he worked in international accounting firms
handling audit, tax and accounting matters. From 2011 to 2023,
Mr. Leung was an independent non-executive director of Xiwang
Special Steel Company Limited (Stock code: 1266), the shares
of which are listed on the Main Board of the Stock Exchange
since 2012. He was appointed as an independent non-executive
director of China Art Financial Holdings Limited (Stock Code:
1572), the shares of which are listed on the Main Board of the
Stock Exchange on 14 October 2016.
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Mr. Gao Hongbin, aged 57, has been appointed as an
Independent Non-executive Director on 19 March 2026.
He graduated from Southwestern University of Finance and
Economics with a bachelor’s degree in finance. He has worked
at various ICBC branches, sub-branches, and provincial
branches in Yunnan Province since August 1987. From October
2000 to March 2011, he served as section chief and senior
manager in the Housing Finance, Investment Banking, and
Corporate Finance departments of ICBC Yunnan Branch. From
March 2011 to October 2015, he served as Deputy General
Manager of ICBC Yuxi Branch. From October 2015 to October
2016, he served as Deputy General Manager of the Business
Department and Deputy General Manager of ICBC Kunming
Branch. Since February 2019, he has served as Investment and
Financing Director of Kunming Huiding Commercial Operation
and Management Co., Ltd.

Mr. Chen Xuezheng, aged 46, has served as an Independent
Non-executive Director since 1 August 2021. He chairs both
the Nomination Committee and the Remuneration Committee
while also contributing as a member of the Audit Committee.
Currently, he holds the position of Assistant Professor and PhD
supervisor in the Faculty of Finance at the City University of
Macau. Mr. Chen’s obtained a bachelor’s degree in economics
from Xiamen University in 2001. He furthered his education at
the University of Essex and the University of Warwick, earning a
master’s degree in international economics from the University
of Essex in 2004, a Master of Philosophy in Economics in
2008 and a Doctor of Philosophy in Economics in 2013.
His professional experience includes a tenure as Associate
Professor of Economics in the School of Economics, Jiangxi
University of Finance and Economics, from 2018 to 2022,
and as an Associate Researcher in the School of Economics,
Sichuan University, from 2013 to 2018. Mr. Chen’s research
focuses on Political Economy, Financial Economics, and
Behavioral & Experimental Economics. He has authored several
papers published in prestigious journals, including the Journal
of Comparative Economics, Economic Research Journal, and
International Review of Finance and Economics. Mr. Chen has
been honored with multiple awards for his outstanding research
in these fields, including the Excellent Paper Award at the 15th
China Young Economists Forum, the Outstanding Paper Award
at the 1st China Behavioral and Experimental Economics Forum,
and the 18th Sichuan Province Excellent Achievement Award in
Social Science.
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SENIOR MANAGEMENT

Mr. Wan San Fai, Vincent, aged 52, is the company secretary
of the Company. He joined the Group in March 2007 and is
responsible for the corporate finance function of the Group.
He oversees matters relating to financial administration, and
compliance and reporting obligations of the Group. Mr. Wan
has more than 25 years’ experience in auditing, accounting
and financial management. Prior to joining the Group, Mr.
Wan has worked for a company listed on the Singapore Stock
Exchange as its financial controller from 2005 to 2007. Mr. Wan
is a member of the Hong Kong Institute of Certified Public
Accountants. Mr. Wan holds a Bachelor of Arts degree in
Accountancy from the Hong Kong Polytechnic University.

Mr. Cai Xijun, aged 57, is the general manager of Jiangsu
Pan Asia. He has more than 10 years of experience in sales
and project management. He joined the Group in 2000 and
is responsible for project management of EP projects. Before
joining the Group, he was office manager of Yixing Xinwei Group
Company Limited. He graduated from Hufu Middle School of
Yixing City.

Mr. Wu Dongping, aged 43, is the financial controller of
Jiangsu Pan Asia. He has about 16 years of experience in
financial management. He joined the Group in May 2014. Before
joining the Group, he was a finance manager of Yixing AGC
Ceramics Company Limited. He graduated from the Huaiyin
Institute of Technology, majoring in accountancy.
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The Board is pleased to present their annual report together
with the audited consolidated financial statements of the Group
for the year ended 31 December 2025.

PRINCIPAL PLACE OF BUSINESS

The Company was incorporated in the Cayman Islands and has
its principal place of business in the PRC at Baihe Industrial
Park, Xinjie Street, Yixing City, Jiangsu Province, the PRC and
has its principal place of business in Hong Kong at Room 1506,
15/F, Lippo Sun Plaza, No. 28 Canton Road, Tsim Sha Tsui,
Kowloon, Hong Kong.

PRINCIPAL ACTIVITIES

The Group is principally engaged in the sales of EP products
and equipment, as well as undertaking of EP construction
engineering services in the PRC.

BUSINESS REVIEW

A business review of the Group is set out in the section headed
“Management Discussion and Analysis” on page 7 of this annual
report.

MAJOR CUSTOMERS AND SUPPLIERS

The information in respect of the major customers and suppliers
of the Group during the financial year is as follows:

The largest customer BARFP

Five largest customers in aggregate AAREFHEET
The largest supplier BAHER
Five largest suppliers in aggregate AR ERE AT

None of the Directors, their close associates (as defined in
the Listing Rules) or any shareholders of the Company (which
to the knowledge of the Directors owned more than 5% of
the Company’s share capital) had a beneficial interest in the
Group’s five largest customers and suppliers.
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FINANCIAL STATEMENTS

The results of the Group for the financial year ended 31
December 2025 and the state of the Company’s and the
Group’s affairs as at that date are set out in the consolidated
financial statements on pages 68 to 171.

FINAL DIVIDEND

The Board did not recommend the payment of a final dividend
for the year ended 31 December 2025 (2024: Nil) as the capital
will be reserved for the development of the Group’s business
operations.

DISTRIBUTABLE RESERVES

As at 31 December 2025, the distributable reserves of the
Company amounted to approximately RMB342,741,000 (2024:
RMB531,215,000).

PROPERTY, PLANT AND EQUIPMENT

Details of movements in property, plant and equipment of the
Group during the financial year are set out in note 14 to the
consolidated financial statements.

SHARE CAPITAL

Details of the movements in share capital of the Company during
the financial year are set out in note 23 to the consolidated
financial statements.

GEARING RATIO

As at 31 December 2025, the gearing ratio of the Group, based
on total borrowings (including corporate bonds and amount due
to a related company) to the equity (including all capital and
reserves) was 0.1% (2024: 6.4%).
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DIRECTORS

The Directors during the financial year were:
Executive Directors

Mr. Guo Jiannan (Vice Chairman)

Mr. Zhu Duke Li
(resigned on 29 December 2025)

Ms. Pan Chang (Chief Executive Officer)

Mr. Lin Jun (Chairman)
(appointed on 29 December 2025 and resigned on
21 April 2026)

Independent Non-executive Directors

Mr. Leung Shu Sun, Sunny
Mr. Hu Jianjun

(resigned on 19 March 2026)
Mr. Chen Xuezheng

CONFIRMATION OF INDEPENDENCE

The Company has received from each of the Independent Non-
executive Directors an annual confirmation of independence
pursuant to Rule 3.13 of the Listing Rules and considers all the
Independent Non-executive Directors to be independent.

DIRECTORS’ SERVICE CONTRACTS

No Director proposed for re-election at the forthcoming Annual
General Meeting has an unexpired service contract which is not
determinable by the Company or any of its subsidiaries within
one year without payment of compensation, other than normal
statutory obligations.

DIRECTORS’ PERMITTED INDEMNITY
PROVISION

Under the Company’s Articles of Association, every Director or
officer of the Company acting in relation to any of the affairs of
the Company shall be indemnified and secured harmless out
of the assets and profits of the Company from and against all
actions, costs and damages which he may incur or sustain in
the execution of the duties of his office or otherwise in relation
thereto. Such provision is in force during the year under review
and as of the date of this annual report.
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DIRECTORS’/CONTROLLING SHAREHOLDERS’
INTERESTS IN CONTRACTS OF SIGNIFICANCE

Save for the information disclosed in “Material Related
Party Transactions” in note 27 to the consolidated financial
statements, no transaction, arrangement or contract of
significance in which a Director or an entity connected with a
Director had a material interest, whether directly or indirectly,
subsisted during or at the end of 2025, and there was no
contract of significance between the Company or a subsidiary
of the Company with the controlling shareholder or any of its
subsidiaries during the year under review.

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

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

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the
Company and within the knowledge of the Directors as at the
date of this annual report, the Company has maintained the
prescribed public float under the Listing Rules.

DIRECTORS’ RIGHT TO ACQUIRE SHARES AND
DEBENTURES

At no time during the year was the Company or any of its
holding company, subsidiaries or fellow subsidiaries a party to
any arrangements to enable the Directors to acquire benefits
by means of acquisition of shares in or debentures of, the
Company or any other body corporate.

EQUITY-LINKED AGREEMENTS

No equity-linked agreements were entered into by the Company,
or existed during the year under review.
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS
AND SHORT POSITIONS IN THE SHARES AND
UNDERLYING SHARES OF THE COMPANY

So far as was known to the Directors and chief executive of
the Company, as at 31 December 2025, the following persons
(other than the Directors or chief executive of the Company) had
interests or short positions in the shares or underlying shares of
the Company which would fail to be disclosed to the Company
pursuant to Divisions 2 and 3 of Part XV of the SFO or as
recorded in the register of interests required to be kept by the
Company under section 336 of the SFO:

Interests in the shares and underlying shares of the
Company

Name Nature of interest

£ SR

Mr. Jiang Xin (Note 2) Interest of controlled
corporation

BExE(W72) RIEHEE

Beneficial interest

Praise Fortune Limited (Note 2) Beneficial interest
Praise Fortune Limited(/#7:£2) ExnEn

China Sky Global Investment Limited  Beneficial interest
(Note 3)
China Sky Global Investment Limited B z5kEzs

(H1iE3)

Hongkong Jinggangshan International Beneficial interest
Co. Limited (Note 4)
FEFMILBERER AR (HiF4) EamEn
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Approximate
percentage of

Number of issued share
shares held capital
LEBTRrRA
FriziRiag B ZBHES
(Note 1)
irz3))
356,568,000 (L) 36.02%
2,000,000 (L) 0.20%
356,568,000 (L) 36.02%
250,000,000 (L) 25.25%
80,000,000 (L) 8.08%
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Notes:

1. The Letter “L” denotes the person’s long position in the shares/
underlying shares. The Letter “S” denotes the person’s short
position in the shares/underlying shares.

2. The long position in 356,568,000 shares were beneficially owned
by Mr. Jiang Xin, the former Chairman and an Executive Director
of the Company and Ms. Qian Yuanying. Mr. Jiang Xin holds
77,615 shares in Praise Fortune Limited (“Praise Fortune”),
representing approximately 60.07% in its issued share capital
and Ms. Qian Yuanying holds 51,600 shares in Praise Fortune,
representing approximately 39.93% in its issued share capital. Ms.
Qian Yuanying is the mother of Mr. Jiang Xin. Mr. Jiang Quanlong,
the spouse of Ms. Qian Yuanying, was deemed to have interest in
the Company.

3. These 250,000,000 shares were beneficially owned by Mr. Liang
Guanfei.

4. These 80,000,000 shares were beneficially owned by Mr. Wen
Zhanfeng.

Save as disclosed above, as at 31 December 2025, the
Company has not been notified by any person (other than the
Directors or chief executive of the Company) who had interests
or short position in the shares or underlying shares of the
Company.

MANAGEMENT CONTRACTS

No contracts, other than the service contracts of the Directors
or any person engaged in the full-time employment of the
Company, concerning the management and administration
of the whole or any substantial part of the business of the
Company were entered into or existed during the year.
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COMPETING BUSINESS INTERESTS OF
DIRECTORS

Non-Competition Undertaking

Under the restrictive covenants of a share purchase agreement
dated 1 December 2007 executed among (i) YY Holdings as
vendor, (ii) Praise Fortune, Mr. Jiang Xin (former Director),
Mr. Jiang Quanlong (former Director), Ms. Qian Yuanying and
Mr. Jiang Lei (former Director) as covenantors, and (iii) the
Company as the purchaser, each of Praise Fortune, Mr. Jiang
Xin, Mr. Jiang Quanlong, Ms. Qian Yuanying, and Mr. Jiang Lei
(collectively the “Covenantors”) has undertaken that he/she/it
will not and shall procure his/her/its close associates will not:

(@)

at any time disclose to any person, or himself/herself/
itself use for any purpose, and shall use his/her/its best
endeavours to prevent the publication or disclosure of, any
information concerning the business, accounts or finances
of any Group company, or any of its clients’, suppliers’
or customers’ transactions or affairs, which may, or may
have, come to his/her/its knowledge;

at any time during which the Company is listed on
the Stock Exchange and for so long as each of the
Covenantors and their respective close associates
collectively hold, whether individually or taken together,
30% or more of the issued shares or is regarded as the
controlling shareholder(s) of the Company under the
Listing Rules or for a period of two years from the date of
the Listing, whichever is the longest period of time:

(i) directly or indirectly solicit, interfere with, employ or
endeavour to entice away from any Group company
with a view to competing with the Group any person
who, to his/her/its knowledge, is now, or has during
the 12 months preceding the date of the share
purchase agreement been, a client, customer,
supplier or employee of, or has been in the habit of
dealing with, any Group company;

(i) at any time use the name or trading style of any
Group company, or any trademarks or logos or
device similar in appearance to any trademarks, in
the PRC, Hong Kong or any other part of the world,
or represent himself as carrying on or continuing
or being connected with any Group company or its
business for any purposes whatsoever; and/or
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(i)  directly or indirectly carry on or be engaged or
concerned or interested in the businesses of (i)
the production of water treatment and flue gas
treatment and solid waste treatment equipment and
components and pipes; (ii) the sale and installation
of water treatment and flue gas treatment and solid
waste treatment equipment and pipes; and (i) the
contracting of water treatment and flue gas treatment
and solid waste treatment projects, being the current
principal businesses of the Group.

Each of the Covenantors has undertaken in favour of the
Company under the share purchase agreement to procure the
provision to the Company of all information necessary for the
enforcement of the above undertaking. Each of the Covenantors
further undertakes in favour of the Company to make a
statement in the annual report of the Company confirming
compliance by it and its affiliates with the terms of the non-
competition undertaking in the share purchase agreement.
The Company has received the confirmation in relation to
compliance by them and their affiliates with the terms of the
non-competition undertaking in the share purchase agreement
for the year ended 31 December 2025.

Each of the Covenantors has confirmed that he/she/it is not
currently engaged in any business, which directly or indirectly
competes or may compete with the Group’s business.

The Independent Non-executive Directors shall review, at least
on an annual basis, the compliance with the non-competition
undertaking by each of such persons on their existing or future
competing business and the Company shall disclose the result
of such review either through the annual report of the Company,
or by way of announcement to the public. The Independent
Non-executive Directors have reviewed and confirmed the
compliance by each of such persons with the non-competition
undertaking for the year ended 31 December 2025.

As the controlling shareholders namely, Praise Fortune,
Mr. Jiang Xin (former Director), Mr. Jiang Quanlong (former
Director), Ms. Qian Yuanying and Mr. Jiang Lei (former Director)
have given non-competition undertakings in favour of the
Company and none of them has interests in other businesses
that compete or are likely to compete with the business of
the Group, the management and operation of the operating
entities are independent from each other. The Directors are of
the view that the Group is capable of carrying on its business
independently of the controlling shareholders.
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PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the
Company’s Articles of Association or the laws of the Cayman
Islands which would oblige the Company to offer new shares on
a pro-rata basis to its existing shareholders.

FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the
Group for the last five financial years is set out on page 172 of
the annual report.

RETIREMENT BENEFIT COSTS

The retirement schemes of the Company and its subsidiaries are
primarily in form of contributions to the Hong Kong mandatory
provident fund and China statutory public welfare fund.
Particulars of these retirement schemes are set out in note 9 to
the consolidated financial statements.

PROFESSIONAL TAX ADVICE RECOMMENDED

If the shareholders of the Company are unsure about the
taxation implications of purchasing, holding, disposing of,
dealing in, or the exercise of any rights (including entitlements to
any relief of taxation) in relation to the shares, they are advised
to consult an expert.

CHANGES IN DIRECTORS’ AND CHIEF
EXECUTIVES’ INFORMATION

Pursuant to Rule 13.51B(1) of the Listing Rules, during the
financial year, the changes in information on Directors and Chief
Executives are as follows:

1. Mr. Lin Jun was appointed as Executive Director and
Chairman of the Board with effect from 29 December
2025.

2. Mr. Guo Jiannan has been changed from Chairman to
Vice Chairman of the Board with effect from 29 December
2025.

3. Ms. Pan Chang, an Executive Director, has been
appointed as the Chief Executive Officer with effect from
29 December 2025.

4. Mr. Zhu Duke Li resigned as Executive Director and Chief
Executive Officer on 29 December 2025.
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INDEPENDENT AUDITOR

The consolidated financial statements for the year ended 31
December 2025 have been audited by Ascenda Cachet CPA
Limited. Ascenda Cachet CPA Limited will retire and, being
eligible, offer themselves for re-appointment. A resolution for
the re-appointment of Ascenda Cachet CPA Limited as auditor
of the Company will be proposed at the forthcoming Annual
General Meeting.

On behalf of the Board
Lin Jun
Chairman

Hong Kong, 30 March 2026
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Ascenda CACFEU

RIE7Z |3

TO THE MEMBERS OF PAN ASIA ENVIRONMENTAL
PROTECTION GROUP LIMITED
(Incorporated in the Cayman Islands with limited liability)

QUALIFIED OPINION

We have audited the consolidated financial statements
of Pan Asia Environmental Protection Group Limited (the
“Company”) and its subsidiaries (collectively referred to as
the “Group”) set out on pages 68 to 171, which comprise the
consolidated statement of financial position as at 31 December
2025, the consolidated statement of profit or loss and other
comprehensive income, the consolidated statement of changes
in equity, the consolidated statement of cash flows for the year
then ended, and notes to the consolidated financial statements,
comprising material accounting policy information and other
explanatory information.

In our opinion, except for the possible effects on the matters
described in the section of “Basis for Qualified Opinion” of our
report, the consolidated financial statements give a true and fair
view of the consolidated financial position of the Group as at 31
December 2025, and of its consolidated financial performance
and its consolidated cash flows for the year then ended in
accordance with HKFRS Accounting Standards as issued
by the Hong Kong Institute of Certified Public Accountants
(“HKICPA”) and have been properly prepared in compliance
with the disclosure requirements of the Hong Kong Companies
Ordinance.

BASIS FOR QUALIFIED OPINION

As disclosed in note 25 to the consolidated financial statements,
the Group had disposed of 51% equity interest of Turing Al
Technologies Group USA LLC (“Turing Al”) (the “Disposal”)
and the Group ceased its control of Turing Al upon completion
of the Disposal on 31 December 2024 (the “Disposal Date”).
All the books and records of Turing Al, including but not
limited to the management accounts, ledgers and sub-ledgers
accounts, vouchers, bank statements, agreements and other
documentations were transfer to the purchaser.
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BASIS FOR QUALIFIED OPINION (Continued)

As explained in our auditor’s report on the consolidated financial
statements of the Group for the year ended 31 December 2024,
we were unable to fully access to the accounting books and
records of the Turing Al after the completion of the Disposal. As
a result, we were unable to determine whether any adjustments
were necessary in respect of (i) the results and cash flows of
the Turing Al for the period from 1 January 2024 to the Disposal
Date which were included in the consolidated statement of
profit or loss and other comprehensive income and consolidated
statement of cash flows of the Group for the year ended 31
December 2024; (i) the carrying amounts of the assets and
liabilities of the Turing Al as at the Disposal Date as disclosed
in note 25 to the consolidated financial statements; and (iii) the
gain on disposal of the Turing Al which was calculated based on
the carrying amounts of the assets and liabilities of the Turing Al
as at the Disposal Date.

Our opinion on the current year’s consolidated financial
statements is also modified because of the possible effects
of these matters on the comparability of the relevant financial
information presented as comparative figures.

We conducted our audit in accordance with Hong Kong
Standards on Auditing (“HKSAs”) as issued by the HKICPA. Our
responsibilities under those standards are further described in
the “Auditor’s Responsibilities for the Audit of the Consolidated
Financial Statements” section of our report. We are independent
of the Group in accordance with the HKICPA’s Code of Ethics
for Professional Accountants (the “Code”), as applicable to
audits of consolidated financial statements of public interest
entities. We have also fulfilled our other ethical responsibilities in
accordance with the Code. We believe that the audit evidence
we have obtained is sufficient and appropriate to provide a
basis for our qualified opinion on the consolidated financial
statements.
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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 of the current period. These
matters were addressed in the context of our audit of the
consolidated financial statements as a whole, and in forming
our opinion thereon, and we do not provide a separate opinion
on these matters. In addition to the matters described in the
Basis for Qualified Opinion section, we have determined the
matters described below to be the key audit matters to be
communicated in our report.

We have fulfilled the responsibilities described in the Auditor’s
Responsibilities for the Audit of the Consolidated Financial
Statements section of our report, including in relation to these
matters. Accordingly, our audit included the performance of
procedures designed to respond to our assessment of the
risks of material misstatement of the consolidated financial
statements. The results of our audit procedures, including
the procedures performed to address the matters below,
provide the basis for our audit opinion on the accompanying
consolidated financial statements.
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KRB ABRREITRIE - AMBEI g
HZEERREHRERRER -KRREERAE
Bt FIRIN  NZHBEC#E T
MEBR/ARETH T EBNEREAS
I8 o
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KEY AUDIT MATTERS (Continued)

FARELEE(E)

Impairment of the Group’s trade receivables and contract assets

BEREREWEZREARECSREERE

Refer to notes 2(f)(i), 2(h), 2(i) and 32(a) to the consolidated financial statements for the directors’ disclosures
of the related accounting policies, judgements and estimates and notes 17 and 31(a) to the consolidated

financial statements for further information.

BEFZFRAHS IR - HETRIZE R DA B EREZNZE200) © 2(h) « 2() % 32(a) » #— 2 EXEFRE

A EREME17X31(a)

Key Audit Matter
FARERSE

The carrying amount of the Group’s trade
receivables and contract assets was approximately
RMB40,212,000 and RMB26,144,000 as at
31December 2025, net of impairment losses of
approximately RMB2,772,000 and RMB841,000.
RZZBE-_hAE+ZA=1+—H E5EBZEWKE
SRERGRAEEREE(CHNRBEBEOAR
¥ 2,772,000 7T 1 A R # 841,000 7T ) 89 &4 A R
40,212,000 T 1 A R #26,144,0007T °

The assessment of impairment of trade receivables
and contract assets under the expected credit loss
(“ECL”) model requires the application of significant
judgement and estimates by management. The
ECL on trade receivables and contract assets are
assessed individually for debtors which are credit
impaired and collectively using a provision matrix.
EHEEEE((EHREEEEDEXTHEKE SR
BRAREERENLEHEIEERERERHE R
o BRWESREREREENTBREEEEIRA
B EERENEBAMERNRERBESREER T
1l o

Management also considered forward-looking
information that may impact the customers’ ability to
repay the outstanding balances in order to estimate
the expected credit losses for the impairment
assessment.
ERENEEN T ERPAEEGHRIERLENTN
RIBEIEE R - LUETTRUERT (AT TEEEEEE -

The Group recognised net impairment loss on
trade receivables amounting to approximately
RMB158,000 and reversed net impairment loss on
contract assets amounting to RMB968,000 during
the year ended 31 December 2025.
EEEREBE_ZE_AFT+_A=T—HILFE®ER
FEWE 5 FRIE R B & BF A A K8 158,0007T & #
B & [ & EREEIRFRNARK68,0007T °

How our audit addressed the Key Audit Matter
AREMNEZ N REEAREXSE

Our procedures in relation to management’s
impairment assessment on the Group’s trade
receivables and contract assets included, among
others, the followings:

AZEMEREH EXERKBEIRERAGRE
EHRENERTHREFBFE(HPERE)

o Understanding the design, implementation
and operating effectiveness of the Group’s key
controls over credit control, debt collection and
impairment assessment under the ECL model;

e TR BESEEREHEEEBRELRAT  HEEE
Bl - EBWE R E AN RERE R B
Bt BB AERI AR

o Checking the information used by the
management to develop the provision matrix
including the grouping and the ageing analysis
of trade receivables and contract assets, on a
sample basis, by comparing individual items in
the analysis with the relevant sales invoices;

s MBERHUEREEHNTEEERMAEH(BEE
WEZFERGREBEENERRERESN) - A
EREZ AR EE B BAARHEEEETL
3



KEY AUDIT MATTERS (Continued)

Impairment of the Group’s trade receivables and contract

assets (Continued)

Key Audit Matter
FARERSIE

Based on the management’s assessment on the
impairment of trade receivables and contract assets
under the ECL model, the management concluded
that the impairment loss on trade receivables and
contract assets was adequate as at 31 December
2025.
ERNERERBERMEEEREAHREESHIAK
EREERBENNMG  BEERR RZT_AF
TZA=+T—RZERKESRERAREERERE
BRE -

We selected this as a key audit matter due to the
higher degree of estimation uncertainty and the
subjectivity in management’s judgement involved
in determining the expected loss allowance of the
trade receivables and contract assets.
HRERSNEFTHARRELEEEETRKE H R
EhEREEEHEBEREBEERN B G - 2B
EERNERBEREZEA -
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FARELEE(E)

BEEEEWEZREARECREERE(HE)

How our audit addressed the Key Audit Matter
AR EZ M EEEAREXSE

° Assessing the reasonableness of
management’s judgement and estimates
in determining impairment loss on trade
receivables and contract assets as at 31
December 2025 by examining the information
used by management, including review
of management’s identification of trade
receivables and contract assets with credit
impaired, testing the accuracy of the historical
default data, evaluating whether the historical
loss rates are appropriately adjusted based
on current economic conditions and forward-
looking information, and examining the actual
impairment losses recorded during the current
year;

e MEEREBETRN_T-_RFT-_A=+—HE
WE FHHRIBENRAEREEREBEREH@ &Gtz
ERY - HEARBEEEEEMAER  BEEE
BHEREERENEKRE S HBERAREEN
Balaieat  BIFUR AR OBIRAERN - FTh
BEBBEEXRDRE LB LATEEERZ
RAR  URBEAFEASESNERBES

B

° Recalculating the impairment losses on trade
receivables and contract assets as at 31
December 2025; and

e EHRRZE-RAFEIT_A=T—HZEKRESHK
BEReEREEREEE &

° Checking, on a sample basis, the subsequent
settlement of trade receivables and contract
assets as at 31 December 2025 by the
customer.

e ERWMEEE BER-_T_AF+T-_A=1-—
AEFRKESHREREREE CBREHN -
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INFORMATION OTHER THAN THE
CONSOLIDATED FINANCIAL STATEMENTS AND
AUDITOR’S REPORT THEREON

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

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

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

If, based on the work we have performed, we conclude that
there is a material misstatement of this other information, we
are required to report that fact. As described in the Basis for
Qualified Opinion section above, we were unable to determine
whether any adjustments were necessary to the comparative
information of consolidated statements of profit or loss and
other comprehensive income, changes in equity and cash flows
for the year ended 31 December 2025 in respect of the matter
described therein. Accordingly, we are unable to conclude
whether or not the other information is materially misstated with
respect to these matters.

RESPONSIBILITIES OF THE DIRECTORS FOR
THE CONSOLIDATED FINANCIAL STATEMENTS

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

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

The directors of the Company are assisted by the Audit
Committee in discharging their responsibilities for overseeing
the Group’s financial reporting process.

‘3 [

Hit G (T REGSMBHRRRK
R ET 3RS )
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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. The
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 scepticism
throughout the audit. We also:

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

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

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

B2 B AR
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AZHBEN B REH BRGNP HRRE
BN FEHRNREFRERMEBNEAE
REREGADRSEIRRE - YHEBEAR
ZEEN B R B R B s o A ERE 2
[ BT (ERER) R EM R IER
BE - RUZIIAREREEMB A o &
REMT SR ABENARATAEMDA
TH FSREEEREE -

BERFERKFORE - BIERER
FEBEEMETHERER —EAHBR
BRI R AR RE IR o SHERPRALA] AR
FFSifERR I - AR EHEERNNHAE
AT EGRAMBEMREMREMELIE
PRE - B BRRERRA AT RREEAX -

ERBRBEFEETENETEZN—
7 ARBEAERZERETERTEEH
B - RIS TR o ARBEITR

o AR NP B AREF Sk ER ER T B B
FAEMBHRRFEERNERRAN
R REERBTEZEFARY
ZERR - ARBRERRENEE W
BRBE  ERAREMERNE
o mMPRUFARESRER B
#BRER  ERBRULAKEER
MERES 2 £ - BRI ER
AEM SR EAERRAN AR
PR $5 7R 1 S B ) B K B8 SR PR 69 [

BAE -

o  THREFZMEBEMAES - AR
AR EENEZEF BEEMNL
FnY BERBENIEHINARE
BRER -

e HEEFHAERASAERANEEM
MELGHE MBRREN SR
o

65



Pan Asia Environmental Protection Group Limited

REREEEERAF

Independent Auditor’s Report
B 2B AR

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

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

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

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

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

We also provide the Audit Committee with a statement that
we have complied with relevant ethical requirements regarding
independence and 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.
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AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (Continued)

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

The engagement director on the audit resulting in this
independent auditor’s report is Lai Wing Ip.

Ascenda Cachet CPA Limited
Certified Public Accountants
Hong Kong, 30 March 2026

Lai Wing Ip
Practising Certificate Number P07296
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HEEsREMZEERER

For the year ended 31 December 2025
HE_Z-_AFT-_A=1+—HILLFE

Revenue
Cost of sales

Gross profit

Other income, net

Other net (loss)/gain

Selling and distribution expenses

General and administrative expenses

Gain on disposal of a subsidiary

Impairment loss on cryptocurrencies

Fair value gain on financial liabilities
at fair value through profit or loss

Finance costs

Profit before taxation

Income tax expenses

Profit for the year

Other comprehensive
income/(loss) for the year

Item that will not be reclassified to
profit or loss:

— Exchange differences on
translation of financial
statements to presentation
currency

Items that are or may be reclassified
subsequently to profit or loss:

— Exchange differences arising on
translation of a subsidiary

— Release of translation reserve
upon disposal of a subsidiary

Total comprehensive income
for the year

WA
SHERA

EF

H oY e H 58

Hit (&8), MR
HE M HFAX
—RRITHFX

HE— R B A E 2z Y
N E R E R 1R
BEAFEFABRTEN
TRAEEATERSE
BEMA

FR#EATEF

PSRRI

FAmF
FREMEEEES (BR)

T EEFH S EE Rz
ZIEH -
—MEMEREE

2NERELZ
MENERR

BEEBH DB E L AJREEF
DEEERZIEA
—HE-RNBAREL

ZEHZR
—HE B AR
BE L R

FRAZHKRERE

Notes

HiiE

2025 2024
—E-RHE —E-OF
RMB’000 RMB’000
ARETR ARBTIT
242,560 251,507
(213,180) (215,275)
29,380 36,232
2,556 5,691

(3) 7,279
(1,870) (1,053)
(16,333) (21,399)
- 2,906
- (4,912)

- 4,935
(169) (2,236)
13,561 27,443
(5,749) (9,908)
7,812 17,535
3,114 (1,666)

- o)

- (1)
10,926 15,870
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

REEEREMZEERER

For the year ended 31 December 2025
BHE_Z-_AE+_A=1+—HILEE

2025 2024
—E-hHE —E O
Notes RMB’000 RMB’000

HiiE AR® TR AR®ETT

Profit attributable to: T ALEGEF :
— Owners of the Company I WNGIE 2PN 7,812 17,249
— Non-controlling interests —SEERR R - 286
7,812 17,535
Total comprehensive income UTALTEEZERES
attributable to: 4
— Owners of the Company —ARNRAEHEAR A 10,926 15,583
— Non-controlling interests —SEERR R e - 287
10,926 15,870
RMB cents RMB cents
AR AR
EARNINGS PER SHARE BiREF 13
Basic and diluted EARREE 0.79 1.76

The notes on pages 75 to 171 form part of these consolidated FT5EE1T1 B M B ARG E M B mE
financial statements. Z—EBD e
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Consolidated Statement of Financial Position

B BT ISR L R

As at 31 December 2025
RZZBE-HAF+=-HA=+—H

NON-CURRENT ASSETS
Property, plant and equipment
Right-of-use assets
Deferred tax assets

CURRENT ASSETS
Trade and other receivables
Cash and bank balances

CURRENT LIABILITIES
Trade and other payables
Dividend payables
Corporate bonds
Lease liabilities
Tax payable

NET CURRENT ASSETS

TOTAL ASSETS LESS CURRENT

LIABILITIES

NON-CURRENT LIABILITIES
Lease liabilities
Deferred tax liabilities

NET ASSETS

FRBEE

Wx - BB R&RE
EREEE
EREHIREE

RENEE
FEWE 7 I K b7 R
e KIRITHR

REEE
FEfE 5 R E M FRIR
FEfTA R
NAEESR

FEfIHIR

RENEEFE

BEEQENRBARE

FREBAEME

BERIAEAG

BEERE

Notes

HiiE

14
15
22(b)

17
18

19

21
20
22(a)

20
22(b)

2025 2024
—E-RHE —E-OF
RMB’000 RMB’000
ARETR ARBTIT
25 274

190 4,064

903 1,791

1,118 6,129
67,035 52,871
1,178,365 1,256,898
1,245,400 1,309,769
68,558 140,717
178,834 -
- 1,773

215 3,760
2,637 3,749
250,144 149,999
995,256 1,159,770
996,374 1,165,899
- 353

- 664

- 1,017
996,374 1,164,882




Annual Report 2025 71
“E-REER

Consolidated Statement of Financial Position
e AR R &R

As at 31 December 2025
RZTE-_AF+-—A=+—H

2025 2024
—E-hHE —E O
Notes RMB’000 RMB’000

HiiE AR® TR AR®ETT

CAPITAL AND RESERVES BARGEE
Share capital & A 23 91,718 91,718
Reserves s 24 904,656 1,073,164
TOTAL EQUITY et ] 996,374 1,164,882

The consolidated financial statements on pages 68 to 171 were KEFER _ T "F=ZA=1THHIEK
approved and authorised for issue by the board of directors on BRIETZESERI1TI AR MEHRE

30 March 2026 and were signed on its behalf by: WHTINEEREKEE
Guo Jiannan Lin Jun
2PERE g
Director Director
EE EE

The notes on pages 75 to 171 form part of these consolidated FI5ERIT1EZMEBARGE M BWRE
financial statements. Z—85 e
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S Al 3L 4
For the year ended 31 December 2025
HE_Z-_AFT-_A=1+—HILLFE

Pan Asia Environmental Protection Group Limited

Attributable to owners of the Company

bR

Consolidated Statement of Changes in Equity

NG TN
Enterprise  Statutory Non-
Share Share  Special expansion  surplus Translation  Retained controlling
capital  premium  reserve  reseve  reserve  reserve profits ~ Sub-total interests Total
b¥ £
k& RGEE SORE  RERE  BRGE  EXGG  REEW Nt FERER &g
RMB000 ~ RMBOOO  RMBOO0  RMB'OO0  RMB'000  RMBOOD  RMBOOO  RMBOO0  RMB'OO0  RMB'00O
ARETT ARETRT ARETR ARETR ARETR ARETR ARETT ARETT ARETT ARET
(Note 23) ~ (Note 24))  (Note 24fi))  (Note 24f) ~ (Note 24v)  (Note 24fy))
(hezs) - (i) (Weeoay) (Wsioahy) (Wiody) (Wit
Asat 1 January 2024 N-Z-mE-A-A 86,149 475816 94,006 1303 1302 (18742) 492440 1137493 - 1137493
Proftfor the year EhEA - - - - - - Td9 17249 8 175%
Other comprehensive income. - E£46 2 i
- Exchange difference - BN BRRR ]
on transiation of EREEVER
financial tatements to £
presentation currency - - - - - (1,666) - (1,666) - (1,660)
- Exchange differencearisng  —#E-EHBAREE
on transiation of LERER
a subsidiary - - - - - 1 - 1 1 2
-Release Oftranslaon ~~ —HE-BHEATE
reserve upon disposal AR B
of a subsidiary (Hos)
(Notes 25(c) - - - - - ) - () - (1)
- - - - - (1,666 17,249 15,583 27 15870
Issue of shares Eilkh
(Notes 21 and 23(3) (Wzo1koqs) 5,569 6,237 - - - - - 11808 - 1188
Disposal ofasuosidlary ~~ (HE-FEHEAR
(Notss 25c) (Hose) - - - - - = - (287) (287)
Asat 31 December 2024 HZE-ME
and 1 January 2025 TZA=T-8R
“Z-RF-f-H 482,053 94,205 1,303 1302 (15408) 509,680 1,164,882 - 1,164,882
Proft for the year EMEH - - - - - 7812 7812 - 7812
Other comprehensive income - E£4 2 i
- Exchange diference ~HEBRRRE]]
on translaton of ERELVESR
financial tatements to £
presentation currency - - - - 3114 - 3,114 - 3,114
- - - - 3114 7812 10926 - 10926
Declrationof diddends ~ ERRE(HE12)
(Note 12) (179434) - - - - (17943) - (179434)
Asat3i December 2025 W-E-RE
+-A=t-A 302,619 94,205 1,303 1302 (12204 517501 996,374 - 99374
The notes on pages 75 to 171 form part of these consolidated B2 WiBAGRE M B®RE

financial statements.

FI5HE17
2885 e
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Consolidated Statement of Cash Flows
GERERER

For the year ended 31 December 2025
BHE_Z-_AE+_A=1+—HILEE

2025 2024
—E-hEF —E A
Notes RMB’000 RMB’000
k=3 AR®ETT AREET T
Operating activities BiEE 13,561 27,443
Profit before taxation B 75 A 4 )
Adjustments for: FEE
Depreciation of property, plant and %1% - ERREZ
equipment e 7(c) 55 113
Depreciation of right-of-use assets FREEEZINE 7(c) 3,227 3,364
Net impairment loss recognised/ BRER,(BE)RE
(reversed) on E518 55 6
— trade receivables —[EWE 58 158 (6,800)
— contract assets —&EREE (968) (552)
Interest expenses FERAX 7(b) 169 2,236
Interest income FEWA 5 (2,556) (2,516)
Loss on early redemption of REBEORFIES
corporate bonds B8 6, 21 - 73
Loss on disposal of property, plant ~ HE®E - MERREZ
and equipment 518 6 10 =
Loss on lease modification HEEm A 6 156 =
Impairment loss on cryptocurrencies A% & ¥ RE E5 18 7(c), 25(f) - 4,912
Fair value gain on financial liabilities & A F(EF AEZEA
at fair value through profit or loss cMBEAFERKE 7(c), 25() - (4,935)
Net exchange difference P H ERE SR 647 =
Gain on disposal of a subsidiary tE—RHRBATZ K 25 - (2,906)
14,459 20,432
Changes in working capital EEBESEH
(Increase)/decrease in trade and FEWE 5 Kk H A 5RIE
other receivables (&), m A (13,360) 7,033
(Decrease)/increase in trade and JERHE S R EALFIR
other payables CRA) /% (1,000) 9,744
Cash generated from operations REXKAELZRE 99 37,209
PRC Enterprises Income Tax paid BRI RGN 22(a) (6,737) (4,824)
Net cash (used in)/generated from &E&F8(FTH) FREEZ
operating activities ReRE (6,638) 32,385
Investing activities REEH
Interest received B U F 8 2,556 2,516
Advance to a related company R T — R A T 25() - (1,712)
Payments for acquisition of property, BE¥¥ - BE M &E
plant and equipment BN - (73)
Proceed from disposal of property, LEME - BEKEHE
plant and equipment Fr8 3R 182 =
Proceed from disposal of a HE—RHKB QRS
subsidiary I8 25 - 3,206
Net cash generated from RETBELEZREFH
investing activities 2,738 3,937
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For the year ended 31 December 2025
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Financing activities

Advances from related companies

Interests paid on corporate bonds

Redemption of corporate bonds

Repayment of advances from
related companies

Capital injection from
non-controlling interests

Settlement of lease liabilities

Net cash used in financing
activities

Net (decrease)/increase in cash
and cash equivalents

Cash and cash equivalents at
beginning of the year

Effect of foreign exchange rate
changes, net

Cash and cash equivalents at end
of the year

Analysis of the balance of cash and

cash equivalents
Cash and bank balances

The notes on pages 75 to 171 form part of these consolidated

financial statements.

Notes
it
mMEES
KEBB AR ZBR 34
BN ARESEFE 21, 34
fEEAaES 21,34
(EER AR Z 5K
34
e RN E
25(f)
EBEHEaE 15, 34
METHEFEA2EERE
He&RERBELER
GRL) YahnEEE
FHzRERERRE
1I5H
IIEEREH I HEREE
FROFERERRE
1IHH
HeRERBELER
EESH
He MIRTTA & 18

2025 2024
—E-hRE —ZE M4
RMB’000 RMB’000
AR®BTx AREFIT
6,707 11,998

(55) (1,264)

(1,829) (19,119)
(76,008) (3,216)

- 10

(3,444) (3,651)
(74,629) (15,242)
(78,529) 21,080
1,256,898 1,235,816
(4) 2
1,178,365 1,256,898
1,178,365 1,256,898

ETSEE 1AM EBAGA M BRE
Z—#5 -
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Notes to the Consolidated Financial Statements

GENERAL INFORMATION

Pan Asia Environmental Protection Group Limited (the
“Company”) was incorporated as an exempted company
and registered in the Cayman Islands with limited liability
and its shares are listed on The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”). The addresses of
the registered office and principal place of business of the
Company are disclosed in the “Corporate Information”
section to this annual report.

The Company and its subsidiaries (collectively referred
to as the “Group”) are principally engaged in the sales of
environmental protection (“EP”) products and equipment,
and undertaking of EP construction engineering services
in the People’s Republic of China (the “PRC”), and
investment holding.

MATERIAL ACCOUNTING POLICIES

(a) Statement of compliance

These consolidated financial statements have been
prepared in accordance with all applicable individual
HKFRS Accounting Standards, which collective term
includes all applicable individual Hong Kong Financial
Reporting Standards (“HKFRSs”), Hong Kong
Accounting Standards (“HKASs”) and Interpretations
issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA”) and the disclosure
requirements of the Hong Kong Companies
Ordinance. These consolidated financial statements
also comply with the applicable disclosure provisions
of the Rules Governing the Listing of Securities on
the Stock Exchange of Hong Kong Limited. Material
accounting policies adopted by the Group are
disclosed below.

The HKICPA has issued certain new and amended
HKFRS Accounting Standards that are first
effective or available for early adoption for the
current accounting period of the Group. Note 3
provides information on any changes in accounting
policies resulting from initial application of these
developments to the extent that they are relevant
to the Group for the current and prior accounting
periods reflected in these consolidated financial
statements.
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For the year ended 31 December 2025
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2.

MATERIAL ACCOUNTING POLICIES
(Continued)

(b)

Basis of preparation of the consolidated financial
statements

The consolidated financial statements for the year
ended 31 December 2025 comprise the Company
and its subsidiaries.

The measurement basis used in the preparation of
the consolidated financial statements is the historical
cost basis except for certain financial instruments,
which are stated at their fair value as explained in the
accounting policies set out below.

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

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

Judgements made by management in the application
of HKFRS Accounting Standards that have a
significant effect on the consolidated financial
statements and major sources of estimation
uncertainty are discussed in note 32.
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Notes to the Consolidated Financial Statements

2. MATERIAL ACCOUNTING POLICIES
(Continued)

()

Subsidiaries and non-controlling interests

Subsidiaries are entities controlled by the Group.
The Group controls an entity when it is exposed to,
or has rights to, variable returns from its involvement
with the entity and has the ability to affect those
returns through its power over the entity. The
financial statements of subsidiaries are included in
the consolidated financial statements from the date
that control commences until the date that control
ceases.

Intra-Group balances, transactions, and any
unrealised income and expenses (except for foreign
currency transaction gains or losses) arising from
intra-Group transactions, are eliminated. Unrealised
losses resulting from intra-Group transactions are
eliminated in the same way as unrealised gains
but only to the extent that there is no evidence of
impairment.

For each business combination, the Group can elect
to measure any non-controlling interests (“NCI”)
either at fair value or at the NCI’s proportionate
share of the subsidiary’s net identifiable assets.
NCI are presented in the consolidated statement
of financial position within equity, separately from
equity attributable to the equity shareholders of
the Company. NCI in the results of the Group are
presented on the face of the consolidated statement
of profit or loss and other comprehensive income
as an allocation of the total profit or loss and total
comprehensive income for the year between NCI and
the equity shareholders of the Company.
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For the year ended 31 December 2025
HE-_Z-Aft+-_A=+—RAILEE

2.

MATERIAL ACCOUNTING POLICIES
(Continued)

(c)

Subsidiaries and non-controlling interests
(Continued)

Changes in the Group’s interests in a subsidiary that
do not result in a loss of control are accounted for as
equity transactions.

When the Group loses control of a subsidiary,
it derecognises the assets and liabilities of the
subsidiary, and any related non-controlling interests
and other components of equity. Any resulting gain
or loss is recognised in profit or loss. Any interest
retained in that former subsidiary is measured at fair
value when control is lost.

In the Company’s statement of financial position,
an investment in a subsidiary is stated at cost less
impairment losses (see note 2(f)(ii)), unless it is
classified as held for sale (or included in a disposal
group classified as held for sale).
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Notes to the Consolidated Financial Statements

2. MATERIAL ACCOUNTING POLICIES
(Continued)

(d)

Property, plant and equipment

Property, plant and equipment are stated in the
consolidated statement of financial position at
cost less any accumulated depreciation and any
accumulated impairment losses (see note 2(f)(ii)).

Depreciation is calculated to write off the cost of
items of property, plant and equipment, less their
estimated residual value, if any, using the straight-
line method over their estimated useful lives.

Furniture, fixtures and equipment 5 years
Leasehold improvements 1 year to 5 years
Motor vehicles 5 years
Machineries 10 years

Where parts of an item of property, plant and
equipment have different useful lives, the cost of the
item is allocated on a reasonable basis between the
parts and each part is depreciated separately. Both
the useful life of an asset and its residual value, if
any, are reviewed annually.

Gains or losses arising from the retirement or
disposal of an item of property, plant and equipment
are determined as the difference between the net
disposal proceeds and the carrying amount of the
item and are recognised in profit or loss on the date
of retirement or disposal.
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For the year ended 31 December 2025
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2.

MATERIAL ACCOUNTING POLICIES
(Continued)

()

Leased assets

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

As a lessee

Where the contract contains lease component(s) and
non-lease component(s), the Group has elected not
to separate non-lease components and accounts
for each lease component and any associated non-
lease components as a single lease component for
all leases.

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

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

()

Leased assets (Continued)
As a lessee (Continued)

The right-of-use asset recognised when a lease
is capitalised is initially measured at cost, which
comprises the initial amount of the lease liability
plus any lease payments made at or before the
commencement date, and any initial direct costs
incurred. Where applicable, the cost of the right-
of-use assets also includes an estimate of costs to
dismantle and remove the underlying asset or to
restore the underlying asset or the site on which it
is located, discounted to their present value, less
any lease incentives received. The right-of-use asset
is subsequently stated at cost less accumulated
depreciation and impairment losses (see note 2(f)(ii)).

Refundable rental deposits are accounted for
separately from the right-of-use assets in accordance
with the accounting policy applicable to investments
in non-equity securities carried at amortised cost.
Any excess of the nominal value over the initial fair
value of the deposits is accounted for as additional
lease payments made and is included in the cost of
right-of-use assets.

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

In the consolidated statement of financial position,
the current portion of long-term lease liabilities is
determined as the present value of contractual
payments that are due to be settled within twelve
months after the reporting period.
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2. MATERIAL ACCOUNTING POLICIES
(Continued)

(f)  Credit losses and impairment of assets

(i)

Credit losses from financial instruments and
contract assets

The Group recognises a loss allowance for
expected credit losses (“ECLs”) on the following
items:

- financial assets measured at amortised
cost (including cash and cash equivalents,
and trade and other receivables); and

- contract assets as defined in HKFRS 15
(see note 2(h)).

Measurement of ECLs

ECLs are a probability-weighted estimate
of credit losses. Generally, credit losses are
measured as the present value of all expected
cash shortfalls between the contractual and
expected amounts.

The expected cash shortfalls are discounted
using the following rates if the effect is material:

- fixed-rate financial assets, trade and
other receivables and contract assets:
effective interest rate determined at initial
recognition or an approximation thereof;
and

- variable-rate financial assets: current
effective interest rate.
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For the year ended 31 December 2025
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2. MATERIAL ACCOUNTING POLICIES
(Continued)

(f) Credit losses and impairment of assets
(Continued)

(i)

Credit losses from financial instruments and
contract assets (Continued)

Measurement of ECLs (Continued)

The maximum period considered when
estimating ECLs is the maximum contractual
period over which the Group is exposed to
credit risk.

In measuring ECLs, the Group takes into
account reasonable and supportable
information that is available without undue cost
or effort. This includes information about past
events, current conditions and forecasts of
future economic conditions.

ECLs are measured on either of the following
bases:

- 12-month ECLs: these are losses that are
expected to result from possible default
events within the 12 months after the
reporting date; and

- lifetime ECLs: these are losses that are
expected to result from all possible default
events over the expected lives of the
items to which the ECL model applies.
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2.

MATERIAL ACCOUNTING POLICIES
(Continued)

(f)

Credit losses and impairment of assets
(Continued)

(i)

Credit losses from financial instruments and
contract assets (Continued)

Measurement of ECLs (Continued)

Loss allowances for trade receivables and
contract assets are always measured at an
amount equal to lifetime ECLs. ECLs on these
financial assets are estimated using a provision
matrix based on the Group’s historical credit
loss experience, adjusted for factors that are
specific to the debtors and an assessment of
both the current and forecast general economic
conditions at the reporting date.

For all other financial instruments, the Group
recognises a loss allowance equal to 12-month
ECLs unless there has been a significant
increase in credit risk of the financial instrument
since initial recognition, in which case the loss
allowance is measured at an amount equal to
lifetime ECLs.

Significant increases in credit risk

When determining whether the credit risk of a
financial instrument has increased significantly
since initial recognition and when measuring
ECLs, the Group considers reasonable and
supportable information that is relevant and
available without undue cost or effort. This
includes both quantitative and qualitative
information and analysis, based on the Group’s
historical experience and informed credit
assessment, that includes forward-looking
information.

The Group assumes that the credit risk on a
financial asset has increased significantly if it is
more than 30 days past due.
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HE_Z_RFE+_A=1+—RHILFE

2. MATERIAL ACCOUNTING POLICIES
(Continued)

(f) Credit losses and impairment of assets
(Continued)

(i)

Credit losses from financial instruments and
contract assets (Continued)
Significant increases in credit risk (Continued)

The Group considers a financial asset to be in
default when:

- the debtor is unlikely to pay its credit
obligations to the Group in full, without
recourse by the Group to actions such as
realising security (if any is held); or

- the financial asset is 90 days past due.

ECLs are remeasured at each reporting date
to reflect changes in the financial instrument’s
credit risk since initial recognition. Any change
in the ECL amount is recognised as an
impairment gain or loss in profit or loss. The
Group recognises an impairment gain or loss for
all financial instruments with a corresponding
adjustment to their carrying amount through a
loss allowance account.

Credit-impaired financial assets

At each reporting date, the Group assesses
whether a financial asset is credit-impaired. A
financial asset is credit-impaired when one or
more events that have a detrimental impact on
the estimated future cash flows of the financial
asset have occurred.
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2. MATERIAL ACCOUNTING POLICIES
(Continued)

(f) Credit losses and impairment of assets
(Continued)

(i)

Credit losses from financial instruments and
contract assets (Continued)
Credit-impaired financial assets (Continued)

Evidence that a financial asset is credit-impaired
includes the following observable events:

= significant financial difficulties of the
debtor;

- a breach of contract, such as a default or
being more than 90 days past due;

- the restructuring of a loan or advance by
the Group on terms that the Group would
not consider otherwise;

- it is probable that the debtor will
enter bankruptcy or other financial
reorganisation; or

- the disappearance of an active market for
a security because of financial difficulties
of the issuer.

Write-off policy

The gross carrying amount of a financial asset
or contract asset is written off (either partially
or in full) to the extent that there is no realistic
prospect of recovery. This is generally the case
when the Group determines that the debtor
does not have assets or sources of income that
could generate sufficient cash flows to repay
the amounts subject to the write-off.

Subsequent recoveries of an asset that was
previously written off are recognised as a
reversal of impairment in profit or loss in the
period in which the recovery occurs.
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For the year ended 31 December 2025
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2. MATERIAL ACCOUNTING POLICIES
(Continued)

(f) Credit losses and impairment of assets
(Continued)

(i)

Impairment of other non-current assets

Internal and external sources of information
are reviewed at the end of each reporting
period to identify indications that the following
assets may be impaired or an impairment loss
previously recognised no longer exists or may
have decreased:

- property, plant and equipment;

= right-of-use assets; and

- investments in subsidiaries in the
Company’s statement of financial position.

If any such indication exists, the asset’s
recoverable amount is estimated.

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).
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2. MATERIAL ACCOUNTING POLICIES 2, EXEHERE)
(Continued)
(f) Credit losses and impairment of assets (H FEEEBEEREERE(E)
(Continued)
(i) Impairment of other non-current assets (i) A rEEERE
(Continued) (%)

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 first to reduce the carrying
amount of any goodwill allocated to the cash-
generating unit (or group of cash-generating
units) and then, to reduce the carrying amount
of the other assets in the unit (or group of cash-
generating 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).

Reversals of impairment losses

An impairment loss is reversed if there has been
a favourable change in the estimates used to
determine the recoverable amount.

A reversal of an impairment loss is limited to
the asset’s carrying amount that would have
been determined had no impairment loss
been recognised in prior years. Reversals
of impairment losses are credited to profit
or loss in the year in which the reversals are
recognised.
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2. MATERIAL ACCOUNTING POLICIES
(Continued)

(9)

(h)

Inventories

Inventories are carried at the lower of cost and
net realisable value. Cost is calculated using the
weighted average cost formula and comprises
all costs of purchase, and other costs incurred in
bringing the inventories to their present location and
condition.

Net realisable value is the estimated selling price in
the ordinary course of business less the estimated
costs of completion and the estimated costs
necessary to make the sale.

When inventories are sold, the carrying amount of
those inventories is recognised as an expense in the
period in which the related revenue is recognised.
The amount of any write-down of inventories to net
realisable value and all losses of inventories are
recognised as an expense in the period the write-
down or loss occurs. The amount of any reversal
of any write-down of inventories is recognised as a
reduction in the amount of inventories recognised
as an expense in the period in which the reversal
occurs.

Contract assets and contract liabilities

A contract asset is recognised when the Group
recognises revenue (see note 2(q)) before being
unconditionally entitled to the consideration under
the payment terms set out in the contract. Contract
assets are assessed for ECL in accordance with the
policy set out in note 2(f)(i) and are reclassified to
receivables when the right to the consideration has
become unconditional (see note 2(i)).

A contract liability is recognised when the customer
pays non-refundable consideration before the
Group recognises the related revenue. A contract
liability would also be recognised if the Group has
an unconditional right to receive non-refundable
consideration before the Group recognises the
related revenue. In such cases, a corresponding
receivable would also be recognised (see note 2(i)).
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For the year ended 31 December 2025
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2.

MATERIAL ACCOUNTING POLICIES
(Continued)

(h)

(i)

0

(k)

Contract assets and contract liabilities
(Continued)

When the contract includes a significant financing
component, the contract balance includes interest
accrued under the effective interest method (see note

2(q)(ii)).
Trade and other receivables

A receivable is recognised when the Group has an
unconditional right to receive consideration and only
the passage of time is required before payment of
that consideration is due.

Trade receivables that do not contain a significant
financing component are initially measured at their
transaction price. Trade receivables that contain
a significant financing component and other
receivables are initially measured at fair value plus
transaction costs. All receivables are subsequently
stated at amortised cost (see note 2(f)(i)).

Interest-bearing borrowings

Interest-bearing borrowings (including corporate
bonds) are measured initially at fair value less
transaction costs. Subsequently, interest-bearing
borrowings are stated at amortised cost using the
effective interest method.

Trade and other payables

Trade and other payables are initially recognised at
fair value and are subsequently stated at amortised
cost unless the effect of discounting would be
immaterial, in which case they are stated at cost.
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2. MATERIAL ACCOUNTING POLICIES
(Continued)

U

(m)

(n)

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank
and on hand, demand deposits with banks and
other financial institutions, and short-term, highly
liquid investments that are readily convertible into
known amounts of cash and which are subject to an
insignificant risk of changes in value, having been
within three months of maturity at acquisition. Bank
overdrafts that are repayable on demand and form
an integral part of the Group’s cash management
are also included as a component of cash and cash
equivalents for the purpose of the consolidated
statement of cash flows. Cash and cash equivalents
are assessed for ECL in accordance with the Group’s
accounting policy set out in note 2(f)(i).

Share capital

Ordinary shares are classified as equity. Incremental
costs directly attributable to the issue of new ordinary
shares or options are shown in equity as a deduction
from the proceeds.

Employee benefits
(i)  Short term employee benefits

Short-term employee benefits are expensed
as the related service is provided. A liability is
recognised for the amount expected to be paid
if the Group has a present legal or constructive
obligation to pay this amount as a result of
past service provided by the employee and the
obligation can be estimated reliably.

e MR

For the year ended 31 December 2025
BHE_Z-_AE+_A=1+—HILEE

2. EAEFEER(E)

U

(m)

(n)

BReRERBEELER

RAekFRHSHEBBRERT
RFHERE - fRITLREMB SR
i 2 E IR > A R AT e R
BROEANESHERAS  YRE
ARF=ERAIPELFT
XEEEPRARTEZEYS
MEERE - WA RERE
RME - BEREREEBBEK
AEBREEBFEFH 2R
TEXMINARENEREE
BRHz— %D BHEeRFRR
TRERBAEEHNME
20 Bt R A FBHEEE
BETHHE -

&S

BRROBEAER - BITHE
iR B A A R A e B K A
XS T 25 R B1) AR P AS SRR Y
AR o

EEEF
() EHESEF

2 B & B 12 A 10 45 BE Ak
BIRHE S HE - HAK
BMEETEERENR
%A R EAE LI E
BEEXH&ZREA - B#
BEERGEIA] EMAE
AL A H % ST (S Y & BB
ERRaE-

91



Pan Asia Environmental Protection Group Limited

REREEEERAF

Notes to the Consolidated Financial Statements

b S B S

For the year ended 31 December 2025
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2.

MATERIAL ACCOUNTING POLICIES
(Continued)

(n)

Employee benefits (Continued)

(i)

Retirement benefit costs

The Group operates a defined contribution
Mandatory Provident Fund retirement benefit
scheme (the “MPF Scheme”) under the
Mandatory Provident Fund Schemes Ordinance
for all eligible employees. Contributions are
made based on a percentage of the employees’
salaries, allowances and other benefits and are
charged to the statement of profit or loss as
they become payable in accordance with the
rules of the MPF Scheme. The assets of the
MPF Scheme are held separately from those
of the Group in an independently administered
fund. The Group’s employer contributions vest
fully with the employees when contributed
into the MPF Scheme, except for the Group’s
employer voluntary contributions, which are
refunded to the Group when the employee
leaves employment prior to the contributions
vesting fully, in accordance with the rules of the
MPF Scheme.

The employees of companies in the PRC
participate in the basic pension plan set up and
administered by local authorities of Ministry of
Human Resource and Social Security. Monthly
payments of premiums on the basic pensions
are calculated according to prescribed
bases and percentage by the relevant local
authorities. When employees retire, the relevant
local authorities are obliged to pay the basic
pensions to them. The amounts based on the
above calculations are recognised as liabilities
in the accounting period in which the service
has been rendered by the employees, with a
corresponding charge to the income statement
for the current period or the cost of relevant
assets.
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MATERIAL ACCOUNTING POLICIES
(Continued)

(n)

(o)

Employee benefits (Continued)
(iii)  Termination benefits

Termination benefits are expensed at the earlier
of when the Group can no longer withdraw the
offer of those benefits and when the Group
recognises costs for a restructuring.

Income tax

Income tax expense comprises current tax and
deferred tax. It is recognised in profit or loss
except to the extent that it relates to a business
combination, or items recognised directly in equity or
in OCI.

Current tax comprises the estimated tax payable or
receivable on the taxable income or loss for the year
and any adjustments to the tax payable or receivable
in respect of previous years. The amount of current
tax payable or receivable is the best estimate of the
tax amount expected to be paid or received that
reflects any uncertainty related to income taxes. It is
measured using tax rates enacted or substantively
enacted at the reporting date. Current tax also
includes any tax arising from dividends.

Current tax assets and liabilities are offset only if
certain criteria are met.
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2.

MATERIAL ACCOUNTING POLICIES
(Continued)

(0)

Income tax (Continued)

Deferred tax is recognised in respect of temporary
differences between the carrying amounts of assets
and liabilities for financial reporting purposes and the
amounts used for taxation purposes. Deferred tax is
not recognised for:

- temporary differences on the initial recognition
of assets or liabilities in a transaction that is not
a business combination and that affects neither
accounting nor taxable profit or loss and does
not give rise to equal taxable and deductible
temporary differences;

- temporary differences related to investment
in subsidiaries, associates and joint venture
to the extent that the Group is able to control
the timing of the reversal of the temporary
differences and it is probable that they will not
reverse in the foreseeable future;

= taxable temporary differences arising on the
initial recognition of goodwill; and

- those related to the income taxes arising from
tax laws enacted or substantively enacted to
implement the Pillar Two model rules published
by the Organisation for Economic Co-operation
and Development.

The Group recognised deferred tax assets and
deferred tax liabilities separately in relation to its
lease liabilities and right-of-use assets.
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2. MATERIAL ACCOUNTING POLICIES
(Continued)

(0)

(P)

Income tax (Continued)

Deferred tax assets are recognised for unused tax
losses, unused tax credits and deductible temporary
differences to the extent that it is probable that future
taxable profits will be available against which they
can be used. Future taxable profits are determined
based on the reversal of relevant taxable temporary
differences. If the amount of taxable temporary
differences is insufficient to recognise a deferred
tax asset in full, then future taxable profits, adjusted
for reversals of existing temporary differences,
are considered, based on the business plans for
individual subsidiaries in the Group. Deferred tax
assets are reviewed at each reporting date and are
reduced to the extent that it is no longer probable
that the related tax benefit will be realised; such
reductions are reversed when the probability of future
taxable profits improves.

Provisions and contingent liabilities

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

Where it is not probable that an outflow of economic
benefits will be required, or the amount cannot be
estimated reliably, the obligation is disclosed as a
contingent liability, unless the probability of outflow
of economic benefits is remote. Possible obligations,
whose existence will only be confirmed by the
occurrence or non-occurrence of one or more future
events are also disclosed as contingent liabilities
unless the probability of outflow of economic benefits
is remote.
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2.

MATERIAL ACCOUNTING POLICIES
(Continued)

(a)

Revenue and other income

Income is classified by the Group as revenue when
it arises from the sale of goods, the provision of
services or the use by others of the Group’s assets
under leases in the ordinary course of the Group’s
business.

(i)

Revenue from contracts with customers

The Group is the principal for its revenue
transactions and recognises revenue on a gross
basis, including the sale of electronic products
that are sourced externally. In determining
whether the Group acts as a principal or as an
agent, it considers whether it obtains control of
the products before they are transferred to the
customers. Control refers to the Group’s ability
to direct the use of and obtain substantially all
of the remaining benefits from the products.

Revenue is recognised when control over a
product or service is transferred to the customer
at the amount of promised consideration to
which the Group is expected to be entitled,
excluding those amounts collected on behalf of
third parties such as value added tax or other
sales taxes.
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2. MATERIAL ACCOUNTING POLICIES

(Continued)

(q) Revenue and other income (Continued)

(i)  Revenue from contracts with customers
(Continued)

(a)

Sale of EP products and equipment

Revenue is recognised when the
customer takes possession of and
accepts the products. Payment terms
and conditions vary by customers
and are based on the billing schedule
established in the contracts or purchase
orders with customers, but the Group
generally provides credit terms to
customers within six months upon
customer acceptance. The Group takes
advantage of the practical expedient in
paragraph 63 of HKFRS 15 and does not
adjust the consideration for any effects
of a significant financing component as
the period of financing is 12 months or
less. For sales contracts that had an
original expected duration of one year
or loss, the Group has not disclosed the
information related to the aggregated
amount of the transaction price allocated
to the remaining performance obligations
in accordance with paragraph 121(a) of
HKFRS 15.
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& ERFE 1557 F
BRI ITHER 7
% EBEHRA
12 A AT - &
TEMERNBE K
DZAERFERE
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BEHM A —F LI
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w For the year ended 31 December 2025

HE_ZE-_AF+-A=+—HLEFE

2. MATERIAL ACCOUNTING POLICIES 2, EXEHERE)
(Continued)
(@) Revenue and other income (Continued) ( WARHAMWE(E)
() Revenue from contracts with customers () FKEEFPERIZHKA
(Continued) (%)
(a) Sale of EP products and equipment (a) RREmMMEEZEDN
(Continued) SHE (&)
The Group offers warranties for its AREEEEE MR
products for ranging from six months to HEHEEEHENR

two years from the date of sale. A related
provision is recognised in accordance
with note 2(p).

& AZE - FMRIE
fR7% - HEEE R EIR
B sF2(p)ER -

Design Service FETARTS

Revenue from design services in the &R R & EH RS
contract is recognised when the customer WAREFEEL
takes the possession of and accepts the BERTERZEZET

design work performed.

1EBS T DARERR ©

(i) Revenue from other sources and other income (i) EMAFIRMA R E MY
o
(@) Interest income @ FEWKA
Interest income is recognised using the FEWAFKAER

effective interest method. The “effective
interest rate” is the rate that exactly
discounts estimated future cash receipts
through the expected life of the financial
asset to the gross carrying amount of
the financial asset. In calculating interest
income, the effective interest rate is
applied to the gross carrying amount of
the asset (when the asset is not credit-
impaired). However, for financial assets
that have become credit-impaired
subsequent to initial recognition, interest
income is calculated by applying the
effective interest rate to the amortised
cost of the financial asset. If the asset
is no longer credit-impaired, then the
calculation of interest income reverts to
the gross basis.

MBIEWER - [ &
BRA R R & A
BEZEFHA
i i 5T AR SRR & 1R
ABEEMBRES
BMEEMBKREE
ZHE - REHEF
BUAR - BEHN
REANZEEE
ZHEEEE(EER
EIE B IREER
B) - Am - HR
RN FHERIREE
FEREMNERME
Ems @ FEKA
BB ERERA X
ETREEHEN
AitE - WEED
BHREREERE -
AMB A ZFE
BOomEEEE -
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2. MATERIAL ACCOUNTING POLICIES
(Continued)

(r)

Translation of foreign currencies

ltems included in the financial statements of each of
the Group’s entities are measured using the currency
of the primary economic environment in which the
entity operates (the “functional currency”). These
consolidated financial statements are presented in
Renminbi (“RMB”), rounded to the nearest thousand
except for per share data, which is different from the
Company’s functional currency of Hong Kong dollars
(“HK$”) as the majority of the Group’s transactions is
denominated in RMB.

Foreign currency transactions during the year are
translated at the foreign exchange rates ruling at the
transaction dates. Monetary assets and liabilities
denominated in foreign currencies are translated at
the foreign exchange rates ruling at the end of the
reporting period. Exchange gains and losses are
recognised in profit or loss, except those arising
from foreign currency borrowings used to hedge
a net investment in a foreign operation which are
recognised in other comprehensive income.

Non-monetary assets and liabilities that are
measured in terms of historical cost in a foreign
currency are translated using the foreign exchange
rates ruling at the transaction dates. The transaction
date is the date on which the Group initially
recognises such non-monetary assets or liabilities.
Non-monetary assets and liabilities denominated in
foreign currencies stated at fair value are translated
using the foreign exchange rates ruling at the dates
the fair value was determined.

The results of those entities within the Group
which have a functional currency other than RMB
are translated into RMB at the exchange rates
approximating the foreign exchange rates ruling at
the dates of the transactions. Statement of financial
position items are translated into RMB at the closing
foreign exchange rates ruling at the end of the
reporting period. The resulting exchange differences
are recognised in other comprehensive income and
accumulated separately in equity in the translation
reserve.

e B IR R

For the year ended 31 December 2025
BHE_Z-_AE+_A=1+—HILEE

2. EAEFEER(E)

(r)

S RE
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For the year ended 31 December 2025
BE-_ZT-_AF+-_A=1+—HBItFEE

2. MATERIAL ACCOUNTING POLICIES 2, EXEHERE)
(Continued)
() Translation of foreign currencies (Continued) () SHEBREGE)
On the disposal of any of such entities, the REEFMZEERER - Mg
cumulative amount of the exchange differences REECER  BEIINEBB
relating to that foreign operation is reclassified from MCEN ZHE s Rt BUHE
equity to profit or loss when the profit or loss on =HREFHEEEE -

disposal is recognised.

(s) Related parties (s) PBEEAL

(a) A person, or a close member of that person’s (@ MWEBATAL:  BIZA
family, is related to the Group if that person: Tk iz AT 2 FREAR

SEBHEE
i.  has control or joint control over the i 2% 11| 3 2k (Al 17 i A

Group; £H
ii.  has significant influence over the Group; i. HAEEEEAY

or 253K

ii. is a member of the key management i. ARNEENIAEEH
personnel of the Group or the Group’s BRAICEEER

parent. BRK8 -
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For the year ended 31 December 2025
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2. MATERIAL ACCOUNTING POLICIES

(Continued)

(s) Related parties (Continued)

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

Vi.

vii.

viii.

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

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

Both entities are joint ventures of the
same third party.

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

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

The entity is controlled or jointly controlled
by a person identified in note 2(s)(a).

A person identified in note 2(s)(a)(i) has
significant influence over the entity or
is a member of the key management
personnel of the entity (or of a parent of
the entity).

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

2. EXEHHK

(4)
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For the year ended 31 December 2025
HE_Z-_AFT-_A=1+—HILLFE

2.

MATERIAL ACCOUNTING POLICIES
(Continued)

(s)

(t)

Related parties (Continued)

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

Segment reporting

Operating segments, and the amounts of each
segment item reported in the consolidated financial
statements, are identified from the financial
information provided regularly to the Group’s
Chief Executive Officer, who is the Group’s chief
operating decision maker (“CODM?”), for the purposes
of allocating resources to, and assessing the
performance of, the Group’s various lines of business
and geographical locations.

Individually material operating segments are not
aggregated for financial reporting purposes unless
the segments have similar economic characteristics
and are similar in respect of the nature of products
and services, the nature of production processes,
the type or class of customers, the methods used to
distribute the products or provide the services, and
the nature of the regulatory environment. Operating
segments which are not individually material may be
aggregated if they share a majority of these criteria.

2.

EXEFEERA)

(s)

(t)

BEAL (&)

n—

EAALTZORERZER
ZFREHA T EZRAL
XRALTHENZTENKE -

pal- e

RERBMBRRZZEN B R
ENHEB 2B IIEEHA
AEBZTHAR - BIAEE
LEREERRAN(EFELEE
RN RRELA S BB R B AT
BARESEHERZRAR
I B 2 BT B R B o

MUABHREMS - BRIED IR
BRLA B S EEEE R KR
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CHANGES IN ACCOUNTING POLICIES

In the current year, the Group has applied the following
amendments to HKFRS Accounting Standards issued
by the HKICPA for the first time, which are mandatorily
effective for the annual period beginning on or after 1
January 2025 for the preparation of the consolidated
financial statements:

HKAS 21 and HKFRS 1 Lack of Exchangeability (amendments)

The application of the amendments to HKFRS Accounting
Standards in the current year had no material impact on
the Group’s financial positions and performance for the
current and prior years and/or on the disclosures set out in
these consolidated financial statements.

REVENUE

Revenue represents the fair value of the amounts received
and receivables for goods sold, and services rendered,
which excludes value-added and other sales taxes, and is
after deduction of any goods returns and trade discounts.

Disaggregation of revenue from contracts with customers
during the year are as follows:

e B IR R

For the year ended 31 December 2025
BHE_Z-_AE+_A=1+—HILEE

FHRELE

RAFEE  NEBHREEA VR
REEAEBE T _AF—A—
B2k 2 & F sk 2 F 2 B 98 Bl A 3K
M TIBEGHHASRMHNEL
RS £ @ ERBRT A

ORI EFAL Bz
BEMBREERNE R (BFITX)

RAFERBEEMBRELE S
AHEAMEIAHARERAFEE R
PBEFEZHBHRRARRER, %
RZEREMBHRERMEIN 2 BEEL
BRENEATE -

A

WAEEHEEmLREHRE DK
NEWRIEN A TE  ETBIEE
BN REMEER - WAIRER
BRENESIM -

FARBEFARZEAMDIT

EP products EP construction
and equipment engineering services Total
RRERRRME RRERIERE @it
2025 2024 2025 2024 2025 2024
“BCRE —Z-pme CBCRE —ZomE CBCRE —TomE
RMB’000 RMB'000 RMB’000 RMB'000 RMB’000 RMB'000
ARETR  ARETR ARETR  ARYTr  ARETR  ARETR
Types of goods or services KRTRIER
Sales of goods RmiHE
- Water treatment products and - KERERLEE
equipment 172,465 221,017 - - 172,465 221,017
- Flue gas treaiment products and -~ -~ BEREBERRRE
equipment 70,095 30,490 - - 70,095 30,490
242,560 251,507 - = 242,560 251,507
Timing of revenue recognition AR 24
A point in time T-BEY 242,560 251,507 - - 242,560 251,507
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Notes to the Consolidated Financial Statements

4. REVENUE (Continued) WA (48)
Information about the Group’s performance obligation FREEEEBEIEENER
Sales of EP products and equipment HERRERRZE
The performance obligation is satisfied when the control BHEERRRE MR R EZEH
of the EP products and equipment has been transferred BEBERPRIER  BEATK
to the customers, which is usually upon completion of ZERERIGHHE - BEFHNRZH
the installation and on-site testing. The trading terms with KHRUEEAE  BRFBEEAEX
customers are mainly on credit and payment in advance HEAR - BEFERBETLHZ
is normally required from customers. A certain percentage NREEZREHER - HEERR
of payment is retained by customers until the end of the EmhkREHEZ REBLERRE
retention period. Warranties associated with the sales B MEEREXNERKRERE
of EP products and equipment cannot be purchased WBERRIE ZIRTE o
separately and they serve as an assurance that the
products and equipment sold comply with agreed-upon
specifications
5. OTHER INCOME, NET Hit 25388
2025 2024
—E-hEF —E
RMB’000 RMB’000
AREBTT ARBTIT
Interest income on bank deposits RITF A EHA 2,556 2,516
Agency fee income (Note 25(e)) RIBBWA(HF25()) - 1,716
Net income from provision of RHES A LB IRIEF R
decentralised disaster recovery AT IR 2 FIWA
storage solution (Note 25(e)) (H17t25()) - 1,459
2,556 5,691




Annual Report 2025
“E-REER

Notes to the Consolidated Financial Statements

e MR

For the year ended 31 December 2025

HE_Z_RFE+_A=1+—RHILFE
OTHER NET (LOSS)/GAIN 6. Hiti(EER)/ W2
2025 2024
—EZhHE —ZT
RMB’000 RMB’000
ARETR ARBTIT
Net impairment loss BRE(H#R)REERE
reversed/(recognised) on: R
— trade receivables (Note 17(a)) —RBWE SFIBHE17(a) (158) 6,800
- contract assets (Note 17(b)) —&REEMZ170b) 968 552
Loss on early redemption of corporate 12 FEEIR AEH 2 EE
bonds (Note 21) (Btat21) - (73)
Loss on lease modification HEES . BE (156) =
Loss on disposal of property, plant and HEW¥E - BE MR E 2 EE
equipment (10) =
Exchange difference e H =% (647) -
(3) 7,279
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For the year ended 31 December 2025

HE—

Z-_RFE+T-R=1+—RHIFE

PROFIT BEFORE TAXATION

Profit before taxation is arrived at after charging/(crediting)
the following:

a)

b)

c)

Staff costs (including directors’
emoluments (Note 70)):
— Salaries, wages and other
benefits
— Retirement benefits scheme
contributions (Note 9)

Finance costs:

Interest expenses on corporate
bonds (Note 21)

Interest expenses on financial
liabilities at fair value through
profit or loss (Note 25(e))

Interest on lease liabilities

Other items:

Auditor’s remuneration
— audit services
— other services

Cost of inventories (Note (i)

Impairment loss on cryptocurrencies
(Note (ii), 25(e))

Fair value gain on financial liabilities
at fair value through profit or loss
(Note (i), 25(e))

Depreciation of property, plant and
equipment

Depreciation of right-of-use assets

a) BEIRA(BIEESHS
(K17%10)) -
—I%- HekIEMm
&
— RIREFFH BIHE5K
(H17#9)

b) &K :
NEEHFMERAX
(Hiaz21)
RAFEFT ABZED
TREBENHERX
(H1:t25())
HEEEFE

c) Hi1gH :
ZEET B &
— B ZRS
— HAb RS
FERA (A7)
mEESRERsE
(H1az(i) - 25(e))
}E/AJ?{E%:H\TEEE’J
SREEQAFEKE
( /5/7&(///) 25(8))
M BERRB2ITE

EREEEZIE

BR¥

(YRR VEEX VS IJ

RHU 3£

BrELAS A E MR (GEA) TAIE
18 :

2025 2024
—E-hRFE —E 4
RMB’000 RMB’000
AR®ET ARET T
11,658 13,856
1,087 746
12,745 14,602
133 1,071

- 902

36 263

169 2,236

1,162 1,310

27 284
213,180 215,275

- 4,912

- (4,935)

55 113

3,227 3,364
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PROFIT BEFORE TAXATION (Continued)

Notes:

(i)

(i)

During the year ended 31 December 2025, the cost of
inventories in relation to staff costs and depreciation,
amounts to approximately RMB2,566,000 (2024:
RMB3,101,000) which is also included in the respective
total amount disclosed separately above.

Cryptocurrencies held by the Group had been assessed
for impairment testing. The Group performed impairment
testing by comparing the recoverable amounts of
cryptocurrencies to their carrying amounts. An impairment
loss was recognised when the recoverable amount was
lower than the carrying amount, while a gain was not be
recognised even when the recoverable amount was higher
than the carrying amount. A gain was only be recognised if
the impairment loss was recovered or the cryptocurrency
was disposed of, assuming the proceeds from disposal at
that time was higher than its carrying amount.

Cryptocurrencies held by the Group, were accounted for as
intangible assets under the cost model and were considered
to have an indefinite life. Accordingly, they were not subject
to amortisation and were tested annually for impairment,
or more frequently if events or changes in circumstances
indicate that they might be impaired.

The recoverable amount of the cryptocurrencies was
determined based on fair value less costs of disposal. In
determining the fair values, the relevant available markets
are identified by the Group, and the Group considered
accessibility to, and activity within those markets in order to
identify the principal cryptocurrency markets for the Group.

The fair value of Filecoins traded in active market (such as
trading and exchange platforms) was determined based on
quoted market prices. A market was regarded as active if
quoted prices were readily and regularly available from an
exchange and those prices represent actual and regularly
occurring market transactions on an arm'’s length basis.
Therefore, the fair value used for assessment of recoverable
amount in impairment tests was determined as quoted
prices (unadjusted) in active market for Filecoins (Level 1).

7.

e MR

For the year ended 31 December 2025
HE_Z_RFE+_A=1+—RHILFE

B ¥4 A %

LY AR VPRV

I (48)

GEX

(i)

(i)

HE-_T-_AF+=-RAR=+—H
IEFEHREE TR ARITERBN
T EKAH AR 2,566,000
(ZZ =M+ : AR%S,101,000
JL)  MEZSEIFEALXSH
WEIBLEA -

AEBEFAENMEEEE FFME
PUETTRERF o A% B =
Bz RO EAEREEL
RAETRENR - grkEe
B2 R B T 8 B BD R SRR (B B
1B HEREAKRE SRS RERE
B TremRlka - WEEE
B B B R B SN B AR
EUBREFHEZABRES
MEBRE(ER 77 THER

AEBFAENMZEEERERAE
BRI BELEE » LR
AREEEREAEH - FHit - 0
TERBAFLEN HEeRF
ETREAR  HEABMFHR
1 E L BN E AT aE HERBUE
B RETTSESREARERIHA

MEE R Y E 2 BT RE R
FEBROEXNNEE - REER
FER - ANEEFERIABY A
mH - BAEEEERZEMS
B Rt RORBBARE 0 AR AN
SENEZNTERETIS -

EERTSE(HIMEBERRZ S F
B) LEEMIFLENRFETIZ
RBERROTIHEREETE - M
BRI RER K ERRE - AlF
MR ERERE  MZEER
BRI A FEERR R EHET
M55 - Bt - R ERNR
PARFEATRE SRR FE
EBERFLBEERTS LOE
BOREHE) (F—R) -
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For the year ended 31 December 2025
HE_Z-_AFT-_A=1+—HILLFE

7. PROFIT BEFORE TAXATION (Continued)

Notes: (Continued)

(i)

(ii)

(Continued)

As at 31 December 2024, the Group carried out impairment
test for Filecoins held by the Group (including the Group’s
joint operation). Based on the impairment test, the prevailing
market prices of Filecoins as of 31 December 2024 were
significantly lower than the total costs of the Filecoins
held by the Group (including the Group’s joint operation).
Accordingly, impairment loss of RMB4,912,000 was
recognised in profit or loss for the year ended 31 December
2024.

Financial liabilities at fair value through profit or loss
represents the Group’s unsecured borrowing of
cryptocurrencies and accrued interests from 3 Body
Unispace Limited (“3 Body”), the Group’s related company.
During the year ended 31 December 2024, the Group
entered into a loan agreement with 3 Body in which (i)
Mr. Zhu Duke Li, a director of the Company, and together
with his wife have 34% equity interest in 3 Body and
(i) Mr. Lucas Wu Perez, the minority shareholder of the
Company’s former subsidiary, had 33% equity interest in 3
Body, and the Group agreed to borrow 808,000 Filecoins or
equivalent amounts of US dollars from this related company
at a fixed interest rate of 6% per annum due in arrears for
a period of 540 days from 1 June 2024. The Group was
required to settle the principal and accrued interests to this
related company at the maturity date by way of transferring
880,720 Filecoins or equivalent amounts of US dollars.

During the year ended 31 December 2024, the Group
incurred interest expenses of 28,400 Filecoins which
equivalent to RMB902,000.

The Group’s borrowing of cryptocurrencies and accrued
interests were measured as financial liabilities at fair value
through profit or loss and were subsequently measured at
fair value. Gain or loss arising from changes in fair value of
these financial liabilities were recognised in profit or loss.

PR AT AR (4])

HiaE

(i)

(ii)

(%)
(&)

RZZTEZNF+=A=+—H
AEEHAEE(RIEAEE LR
KPR TTIR BRI, -
ERNREIR B#E=T=-WF
+ZA=+—HELENEFT
i%f*%ﬂ%ﬁ)‘%zr&%l(@%z:&
F4E &) FTiT IELE M /) 4B AR
Zli Iﬁt HE-ZT-_HNF+=
A=+ —BLEFERBZERR
BB AREA4,912,0007T °

EATEFAEGNCRARE
RAEERBE KNS E @A A
3 Body Unispace Limited ( [ 3
Body ) z n&m EH# EERE R K
EEFE - HEZT_OF+=
R=+—BIEFE  KN&EEHES
Bodyrl L ER i - EHRO)AR
FIZEEZhu Duke LitEEREE
A3 Body # A 34 9% % 1 K (i) A
X &) B Bt B8 A 7] 2 #UAR 3R Lucas
Wu Perezst A 73 Body#H33%
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meEETH AR M Z @R R
HEERe RIEFFIE
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AIEFE  AEEELEMBERAX
28,400 1B SELE (HE R ARK
902,0007T) °
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PROFIT BEFORE TAXATION (Continued)

Notes: (Continued)

(ii)

(Continued)

The carrying amount of the financial liabilities at fair value
through profit or loss as at 31 December 2024 was
determined based on the fair value of the principal and
accrued interests of the cryptocurrencies borrowed by
the Group. In determining the fair values, the relevant
available markets were identified by the Group, and the
Group considered accessibility to, and activity within those
markets in order to identify the principal cryptocurrency
markets for the Group.

The fair value of Filecoins traded in active market (such as
trading and exchange platforms) was determined based
on quoted market prices. A market is regarded as active
if quoted prices are readily and regularly available from an
exchange and those prices represent actual and regularly
occurring market transactions on an arm'’s length basis.
Therefore, the carrying amount of the financial liabilities at
fair value through profit or loss as at 31 December 2024
was determined based on the quoted prices (unadjusted) in
active market for Filecoins.

7.

e MR

For the year ended 31 December 2025
HE_Z_RFE+_A=1+—RHILFE
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For the year ended 31 December 2025
HE_Z-_RAFE+_-_A=+t—HLEE

8. INCOME TAX IN THE CONSOLIDATED 8.
STATEMENT OF PROFIT OR LOSS AND

OTHER COMPREHENSIVE INCOME

(@) Income tax in the consolidated statement of profit or
loss and other comprehensive income represents:

Current tax — Provision for the year

AEBIA — NERE B

(Note 22(a)) (Hiat22(a)
- PRC Enterprise Income Tax —HR B EEFTISH
- U.S. Income Tax (Note 25(e)) B AT (M
25(e))
Deferred taxation ERERIE

— Origination of temporary difference
(Note 22(b))

The Company and its subsidiaries incorporated in
the Cayman Islands and the British Virgin Islands,
respectively, are not subject to any income tax
pursuant to the rules and regulations of their
respective countries of incorporation.

PRC Enterprise Income Tax is calculated at 25% of
the estimated assessable profits of the Company’s
subsidiaries established in the PRC during the years
ended 31 December 2025 and 2024.

The PRC Enterprise Income Tax Law also requires
withholding tax of 10% upon distribution of profits
by the subsidiaries established in the PRC since 1
January 2008 to its overseas shareholders.

-ERHMERCESL
(Htat22(b))

RESHEGREMEEKES
RZFEH

(@) MEFEEEZRIKEMZERRR
ZFREH

FriS#iiE -
2025 2024
—E-RE —ZE 4
RMB’000 RMB’000
AREFx ARBETIT
5,625 7,843
- 248
5,525 8,091
224 1,817
5,749 9,908

ARAREMB AT D BIRFE=E
EREBRZESEMKL - RIE
MEEBEMALZBER KRR
MO BB ERER

b £ 719 BT AR 75 A 1A R
AR HBARRBE "2 -&
ER-B-MET-A=t+— AL
4 2 f 5O R B i IR B4 % 25%
S -

FEEEMAGTETRE  B-F
ENF-—A—HiE RPBEKIZ
B X A () ELB SN R PR VB ) A )
IRZAIR1 0% H) B R TEAR -
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INCOME TAX IN THE CONSOLIDATED
STATEMENT OF PROFIT OR LOSS AND
OTHER COMPREHENSIVE INCOME
(Continued)

(a)

(Continued)

The U.S. Income Tax included (a) federal income tax
calculated at a fixed rate of 21% on the estimated
U.S. federal taxable income and (b) state income
tax calculated at various state income tax rates for
the year ended 31 December 2024 on the estimated
state taxable income for the respective states.

No provision for Hong Kong Profits Tax has been
made for the years ended 31 December 2025 and
2024 as the Group did not have assessable profits
arising in Hong Kong during both years.

Reconciliation between income tax expenses and
accounting profit at applicable tax rates is as follows:

BR B A A

Profit before taxation

Notional tax on profit before taxation

8.

e MR

For the year ended 31 December 2025

BHE

“ECRAFTRA=t+—HIFE

RERRES B RVAER

calculated at the statutory rates IR R T EREL AT
applicable to respective tax w2 BEBIA
jurisdictions
Tax effect of non-taxable income BERRIMAZ RIEHE
Tax effect of non-deductible expenses AL 2 T £
Tax effect of tax losses not recognised ARIERTIEEE 2 HEE
Tax effect of temporary difference RERERER Y
not recognised MBTE
Income tax expenses Fr S % i 2

(&)

% Bl FT 15 % B 45 (o) Bt 1l 51 3%
B Bt B AR R U A B [ T R R
21% 5T & Ky B FB AT 15 85 X (o) Bt
BN Z GG B R U AL

EZE-_ME+-_A=+—H
HFEETRMASHRBREGTE
BN PTISEL ©

AR ARERBE-T 04
R=F_mE+=A=+—H
L4 [0 A 5 8 2 SR
AR B (B 3 3t
B BB -

BRERREFTE 2ERAS
HEeraf 2 $ROT ¢

2025 2024

— —EMF
RMB’000 RMB’000
AR®BTR ARETT
13,561 27,443
4,190 7,718

- (480)

1,562 2,687

7 1

(10) (18)
5,749 9,908
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HE_Z-_AFT-_A=1+—HILLFE

RETIREMENT BENEFIT COSTS

The Group has arranged for its Hong Kong employees
employed under the jurisdiction of the Hong Kong
Employment Ordinance to join the MPF Scheme under
the Hong Kong Mandatory Provident Fund Schemes
Ordinance and Hong Kong Employment Ordinance.
The MPF Scheme is a defined contribution retirement
plan managed by independent trustees. Under the MPF
Scheme, the Group (the employer) and its employees
make monthly contributions to the scheme at 5% of
the employees’ relevant income as defined under the
Mandatory Provident Fund Schemes Ordinance. The
contributions from each of the employer and employees
are subject to a cap of HK$1,500 per month and thereafter
contributions are voluntary. Contributions to the plan vest
immediately.

The employees of the Company’s subsidiaries established
in the PRC are members of a state-sponsored retirement
plan operated by the local government in the PRC and
these subsidiaries make mandatory contributions to the
state-sponsored retirement plan to fund the employees
retirement benefits. The retirement contributions paid
by these subsidiaries are based on a certain percentage
of the relevant portion of the payroll of all qualifying
employees in accordance with the relevant regulations in
the PRC and are charged to profit or loss as incurred. The
Group discharges its retirement obligations upon payment
of the retirement contributions to the state-sponsored
retirement plan operated by the local governments in the
PRC. Contributions to the plan vest immediately.

The Group’s contributions to retirement benefits schemes
amounted to RMB1,087,000 (2024: RMB746,000) for the
years ended 31 December 2025.

During the years ended 31 December 2025 and 2024, the
Group had no forfeited contributions under its retirement
benefit scheme in the PRC and under the MPF Scheme
in Hong Kong which may be used to reduce the existing
level of contributions as described in paragraph 26(2)
of Appendix D2 to the Rules Governing the Listing of
Securities on the Stock Exchange.

RIKER A

REBEFBRGIERBEETEERIR
FERBHEIRE  AREEHE
HIRBBRERBROIEE TAER
MBEEEESERESE - B
EEEABUREAETRE Z ERE
HFRRETE - RIBRTEDSFE
AEE(ERET) REREEASHA
EBRESHEBVA(ERLRFIE
RIETFTERD]) Z 5% M axaT &l F
HitX - BEEREEBASHE 2 H
FIA1,50078 7T/ LR - 57 A FREE
SMEETR o S LT 8l 2 KBRS BB 8 -

RRRRF B 2 K B2 E 2
B892 Erh i 77 BB VEY i
REBZRINHE - ZEWB LA
[% BB R & B 2 R KEH S 1E 58
B RA R 1B B 2 R I3 FII 12 1
B REMBRARXNZERARE
HERLDERMEAEREEFML
BRSO ZRHEADL - RIRET
BERARE URBAELEZER
ArABE - NEEER BT BT
BT E(E I i B X & B 2 RAK & 5T
XN ERERZRENAEEITH
REBRKEHNHE EME - H
AR HFASEE -

AEBEHEZ_Z_HAF+ = A
=+ — B IEFE ZRKEF S 4
A ANR¥1,087,000L( —F =/
& AR¥746,0007T) °

HE_Z-_AFE-_T-_MOF+=
B=+—HLFE ZAEBREF
BlRREHEEI R B BRESFE
(BB X FTas 5 _E AR BIKTEkD258
26(2)EX Al AR R EIR B HFUK T ) IH
TR URBERR o
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10. DIRECTORS’ AND CHIEF EXECUTIVE’S
EMOLUMENTS

Directors’ emoluments disclosed pursuant to section
383(1) of the Hong Kong Companies Ordinance and Part 2
of the Companies (Disclosure of Information about Benefits
of Directors) Regulations are as follows:

e MR

For the year ended 31 December 2025
HE_Z_RFE+_A=1+—RHILFE

10. EERGERTHRAEHE

REEE QB EHE383(1)E R A
RI(EBESHmER) RBI2EFFT i
BlEEHaWT

Year ended 31 December 2025
BE-F-hE+-A=+-HILEE

Contributions
Salaries, to defined
allowances contribution
and other retirement
Fees benefits plans Total
e 2R EREH
Name of director EEiE e HitEH R EIZ S by
RMB’000 RMB’000 RMB’000 RMB’000
ARETR ARETR ARETR ARETR
Executive directors BiTES
Mr. Lin Jun (Note (3)) WKL (Mt - - - -
Mr. Guo Jiannan PRAELE 110 268 15 393
Ms. Pan Chang BEUT 110 247 15 372
Mr. Zhu Duke Li (Note (b) and (c)) Zhu Duke Li%t &
(Hib) &) - - - -
Independent non-executive directors BIUFHTES
Mr. Leung Shu Sun, Sunny 2EHEE 137 - - 137
Mr. Hu Jianjun HEELE 55 - - 55
Mr. Chen Xuezheng REBEE 55 - - 55
467 515 30 1,012
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For the year ended 31 December 2025
HE_Z-_RAFE+_-_A=+t—HLEE

10. DIRECTORS’ AND CHIEF EXECUTIVE’S
EMOLUMENTS (Continued)

10. EERGERTHRAEHE

(&

Year ended 31 December 2024
BE_E-_MEt-A=1+-HILERE

Contributions
Salaries, to defined
allowances contribution
and other retirement
Fees benefits plans Total
e RER EBHT
Name of director BEfE ik HRF  RIGEIZER oy
RMB’000 RMB’000 RMB’000 RMB’000
ARBTT ARETT ARBTT ARBTT
Executive directors BiTES
Mr. Guo Jiannan g e 10 220 11 341
Ms. Pan Chang ARETT 10 220 11 341
Mr. Zhu Duke Li (Note (b) and (c)) Zhu Duke it &
(W) k() 33 246 - 279
Independent non-executive directors  BAFH{TES
Mr. Leung Shu Sun, Sunny PRIEE 185 - - 185
Mr. Hu Jianjun HRELE 55 - - 55
Mr. Chen Xuezheng REBEE 55 - - 55
548 686 22 1,256
Notes: Bisr
(@)  Mr. Lin Jun was appointed as executive director on 29 (a MEEERZ-ZFT_RAF+=A
December 2025. “tTHhBEEZTEHNITES -
(o)  Mr. Zhu Duke Li was appointed as executive director on (b)  Zhu Duke LisE £ = ZF Y4y

12 April 2024 and resigned as executive director on 29

December 2025.

A+ - BEZERATERTLN

—E-_RAFE+-AZ-+HhLBEE

WITESE -

(c)  Directors’ remuneration for the year ended 31 December ) HEZZE-_NF+=—A=1+—H

2024 includes depreciation of right-of-use assets for Mr.
Zhu Duke Li’s quarter amounted to RMB246,000 (2025:

Nil).

During the years ended 31 December 2025 and 2024,
no directors received any emoluments from the Group
as an inducement to join or upon joining the Group or as
compensation for loss of office. No directors has waived
or agreed to waive any emoluments during both years.

IFFEEEM 2 B EZhu Duke Li
CEBEMNERABREENEAR

#046,0007C(—E-F4F : ) o

HE_ZT-_AFKR_ZT-_NF+=
A=+—RHLEFE MEEZER
7 2 B U B R AR B 2 /E A (R E AN
R INA R EE R 7 184 s B R

BRE -MEBEEENZMEFENE

KFEBRRTAHE -
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INDIVIDUALS WITH HIGHEST 11.
EMOLUMENTS AND SENIOR
MANAGEMENT’S EMOLUMENTS

(@)

Five highest paid individuals

None (2024: one) of the five individuals with the
highest emoluments, is a director of the Company
whose emoluments are disclosed in note 10. The
aggregate of the emoluments in respect of the
remaining five (2024 four) individuals are as follows:

Salaries, allowances and other benefits  #& - 85 & H 42 F
Contributions to defined contribution TERERFURINETEI 2
retirement plans R

During the years ended 31 December 2025 and
2024, no emoluments were paid or payable by
the Group to the five highest paid individuals as
inducement to join or upon joining the Group or as
compensation for loss of office during both years.

The emoluments of the above five (2024: four)
individuals with the highest emoluments are within
the following bands:

Bands: a5 :

Nil to HK$1,000,000 1,000,000/ 7T
HK$1,000,001 to HK$1,500,000  1,000,0017& L& 1,500,000/8 7T
HK$1,500,001 to HK$2,000,000 1,500,001 7T £2,000,00058 7T

e MR

For the year ended 31 December 2025
HE_Z_RFE+_A=1+—RHILFE

EMEALTRESREERRE

8
i

(@ EEESFAL

AEZEEMEA LRI E(=
TWMF: —RZ)ARAE
= HSEERKIFE10 &
BRAZ(ZZEZMNE  H)A

TZMEEFTAT ¢
2025 2024
—E-HEF —ZE 4
RMB’000 RMB’000

AR® TR ARETT

3,379 3,396
68 61
3,447 3,457

BHE_ZT-_AFR-_ZT_UF
+-A=+—BItEE K&
EERRARE T AT
S E TR BN 1E B Z M E
FEREMHEZIMASKARINAL
LB S ok ER R 2 B ME o

FHRAEZ(ZE_ME : MF)
BEafe AL 284S HER

T
Number of individuals
AE
2025 2024
—EEHE —EoNE
4 8
1 —
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For the year ended 31 December 2025
HE_Z-_RAFE+_-_A=+t—HLEE

11. INDIVIDUALS WITH HIGHEST 1. EEMEATRESREERE
EMOLUMENTS AND SENIOR i< (&)
MANAGEMENT’S EMOLUMENTS
(Continued)
(b) Senior management’s emoluments (b) EREEEMS
The emoluments paid or payable to senior EffENTFTaREEE(R
management (including three (2024: one) highest B=%(ZF-_mF: —%) L
paid individual as disclosed above) are within the MEBsEmFTAT)ZHE
following bands: AR -
Number of individuals
AE
2025 2024
—EC-EHEF B
Bands: Al -
Nil to HK$1,000,000 £%1,000,000% 7T 2 2
HK$1,000,001 to HK$1,500,000 1,000,001 7c £ 1,500,000/% 7T 1 -
HK$1,500,001 to HK$2,000,000 1,500,001 7C £ 2,000,000/% 7T -
3 3
12. DIVIDENDS 12. K2
During the reporting period, the Company recognised the RI|BEBRA - NRAERUATRE
following dividends as distribution: BRI
2025 2024
—E-hHE —EZF
RMB’000 RMB’000
ARBTRT ARBTIT
First tranche special dividend —EFRIR B
- HK$0.12 per share —&R0.128T 107,660 —
Second tranche special dividend ZHARFRIR B
- HK$0.08 per share —&[%0.087 T 71,774 =

179,434 -
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12. DIVIDENDS (Continued)

Pursuant to a board resolution on 24 December 2025,
the Board declared a special dividend with total amount
of HK$198,000,000 (equivalent to approximately
RMB179,434,000), comprising (i) the first tranche of
special dividend have been settled on 26 March 2026
to shareholders whose names appear on the register of
members of the Company on 5 February 2026, and (ii)
the second tranche of special dividend will be settled by
June 2026 to the shareholders whose names appear on
the register of members of the Company on the date to
be announced by the Company. The first and second
tranches of special dividend were reduced from share
premium and recognised as dividend payables at 31
December 2025.

The directors of the Company did not recommend
the payment of a final dividend for the year ended 31
December 2025 (2024: Nil).

12.

e MR

For the year ended 31 December 2025
HE_Z_RFE+_A=1+—RHILFE

iz B (47)

BRER-_ZE_AF+_-_A-+MWAH
BBAMESERER EFTTK
487 198,000,000 7T (49 A R
179,434,00070) M5 RIIE B - E A
\LTE()E.EA_’?’_/\ii)E]*JF/‘*\H
YNFR_ZEZNFEF_ARBLEY
RARBE AT 2R E—H5E
7l A% J//(&(||)H—rﬁ’\_7_/\$/\ﬂ
ﬁUS‘iﬁ%E’\\K Al RITAMZ A
/Hﬁ%EIJZK’AETHQ%%ﬂ%ZHx%Eﬁ
“HIRRIMRE o B —ME BRI
g EEA_7_£¢+ A=+—
| Eﬂxfﬁ/ﬁf R 7 2R A FE S AR

B o
/Tn

ARBEZETEZRNEBE
“REtTZ-A=1— EIM:EEZEE
HRE(ZTZmE : &) -
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For the year ended 31 December 2025
HE_Z-_AFT-_A=1+—HILLFE

13. EARNINGS PER SHARE

Basic earnings per share

The calculation of the basic earnings per share attributable
to owners of the Company is based on the following data:

Profit for the year attributable
to owners of the Company for
the purposes of calculating basic
earnings per share

Number of shares

Weighted average number of ordinary
shares for the purpose of calculating
basic earnings per share

Diluted earnings per share

Diluted earnings per share equals to basic earnings per
share as the Company has no potential dilutive ordinary
share outstanding during the years ended 31 December

2025 and 2024.

13. BREF

BREXREF
AKNBHEEANBGERERZFT)
BATEUERTE -
2025 2024
—E-HEF —ZE 4
RMB’000 RMB’000
AR¥Tx AREFIT
METESREXRBFMEH
KREEE ANERE NG T
7,812 17,249
2025 2024
—E-hRFE —EomE
RI3EE
METESREARRFM N
B ANRE T L
990,000,000 981,287,762
SREBERER

HRAANBE_S_AFR_F
—mET ==+ —A L ERE
R T2 B

=

BREER

o MEBEREERNBAGRELRE

AR



14. PROPERTY, PLANT AND EQUIPMENT

Cost:
As at 1 January 2024
Additions

Written off
Exchange adjustments

As at 31 December 2024 and
1 January 2025

Disposal
Exchange adjustments

As at 31 December 2025

Accumulated depreciation:
As at 1 January 2024
Charge for the year

Eliminated on written off
Exchange adjustments

As at 31 December 2024 and
1 January 2025

Charge for the year
Eliminated on disposal
Exchange adjustments

As at 31 December 2025

Net carrying amounts:

As at 31 December 2025

As at 31 December 2024

BA:
RZZ-NF-F—H
AE

A
[ 5 R

R-Z-RFT-A=1+-H
RRIE:
RZZ-WF-A—H
AEERX

HissA

3T

RZE-WNF+-A=F—-H
k=E-1%—-A—-H

KEERY
ik he
AR
R-Z-RAF+-A=1—-H
REFE:
RZE-_R%+-A=t-H

RZZE-WF+-A=1—H
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e MR

For the year ended 31 December 2025
HE_Z_RFE+_A=1+—RHILFE

14. Y% - BERRE

Furniture,
fixtures and Leasehold Motor
equipment improvements  Machineries vehicles Total
BH VLS
RERRME #8 Ha RE ek
RMB'000 RMB’000 RMB’000 RMB’000 RMB’'000
ARBTT  ARBTRT  ARETR  ARETR  ARETR
1,602 129 1,137 3,331 6,199
73 - - - 73
(55) - - - (55)
3 3 - 14 20
1,623 132 1,137 3,345 6,237
(73) - - (3,337) (3,410)
2 () - 8 (14)
1,548 128 1,137 - 2,813
1,583 25 1,084 3,196 5,888
16 44 53 - 113
(65) - - - (09)
2 1 - 14 17
1,546 70 1,137 3,210 5,963
12 43 - - 55
(16) - - (3,202) (3,218)
(1) (3) - 8) (12)
1,541 110 1,137 - 2,788
7 18 - - 25
77 62 - 135 274
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For the year ended 31 December 2025
HE_Z-_RAFE+_-_A=+t—HLEE

15. RIGHT-OF-USE ASSETS 15.
As at 1 January n—H—H
Additions NE
Depreciation e
Lease modification HEBK
Exchange adjustments b H B
As at 31 December R+—A=+—8
Settlement of lease liabilities ERHERE

Expenses relating to leases of low-value E{KEEEERERM 2
assets, excluding short-term leases of Bz » TEEEKEEEE
low-value assets ZIEEHEE

Total cash outflows for leases MEZHeRHE5E

The Group’s leased properties including office, director’s
quarter and factory. Lease contracts were entered into
for fixed terms of two to three years. Lease terms were
negotiated on individual basis and contained different
terms and conditions.

EREEE

Leased properties
HEME
2025 2024
—EZHFE —ZT N4
RMB’000 RMB’000
ARETT ARBTIT

4,064 1,107
- 6,294
(3,227) (3,364)
(627) -
(20) 27
190 4,064
3,444 3,651
10 12
3,454 3,663

AEENEENERERLIE &

EBEERTH - AT UMEERLD

BIEFHAMNE=F - HEKKRK

BRI EEER - WEETRMNES
EESEE

—

>E*r*
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For the year ended 31 December 2025
HE_Z_RFE+_A=1+—RHILFE

16. INVESTMENTS IN SUBSIDIARIES 16. KRB AT ZIRE
Details of the Company’s principal subsidiaries as at 31 R-ZE-_RAF+-_A=+—H =«
December 2025 are as follows: REZEEMBARFBHOT :

Proportion of ownership interest

Place of incorporation/ Issued and fully paid  The Group’s

establishment and share capital/ effective  Held by the Held by a Principal activities and
Name of subsidiary type of legal entity registered capital interest Company subsidiary place of operation
AL R HER BRTREERE/ .- AERAT BHELT
HEAREE ERERLE iR ERiES x| E IEEEREEHY
Pan Asia Environmental British Virgin Islands, US$200/ 100% 100% - Investment holding/Hong Kong
Protection Technologies limited liability company Ordinary Share AR/ B%
Limited ABROES  HRAR 20057/ EBR
Pan Asia Environmental The PRG, wholly-foreign- N/A 100% - 100% Sales of EP products and
Protection (Jiangsu) owned enterprise (Note (i) equipment, and provision of
Company Limited (Note () #E  HiEBELE NER EP construction engineering
RERR(LE) R AR (W) senvices/the PRC
() HERREMNRE - REHE
REZTERE/+E
Pan Asia Environmental The PRC, wholly-foreign- HK$100,000,000/ 100% - 100% Sales of EP products and
Protection (China) Company  owned enterprise Registered Capital equipment, and provision of
Limited (Note () mE NEBALE 100,000,000 7/ EP construction engineering
AR (R RRAA ATy senvicesthe PRC
(i) HERRERRRE - RiEH
RRERTERE /8
Fanzhicheng Digital The PRC, wholly-foreign- N/A 100% = 100% Not yet commenced business/
Technology (Chengdu) owned enterprise (Note (ij) the PRC
Company Limited hE EEELE TR HRRRER/
(Note ) (i) (i)
L BRATRE () ERRRE
DA fip)

None of the subsidiaries had any debt securities subsisting B 6 3R Bk 7K 4R [ T ] B R 9 4L 48 B

at the end of the year or within any time during the year. BARBEMNERELFFE -

Notes: HBiat -

()  The English names for these companies which were (i) ZERFERKIL 2 AR 2R A
established in the PRC are not officially registered but WMWFHFEXFMERLR2BHE @ K
included here as a translation for identification purpose. WMEFAMBAXB B ABEMN

15 HBRIZA -

(i)  As at 31 December 2025, the registered capital of this iy RZTZRF+=ZA=+—8"

company was not yet injected by the Group. ZARGEMBRARRBANEEE
]\ °
(i)  The subsidiary was newly incorporated during the year (i) ZMBARIDRBZE-_T-_NF
ended 31 December 2024. +ZA=+—B EFEHEMEK
e
The Group had no subsidiaries which have material non- HE_Z_AFKR_ZT_NF+—
controlling interests during the years ended 31 December A=+—BLFE  KNEBEIEH
~ z

2025 and 2024, BARIEA BRI ER -
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For the year ended 31 December 2025
HE_Z-_RAFE+_-_A=+t—HLEE

17. TRADE AND OTHER RECEIVABLES

Trade receivables (Note (a))
Less: Impairment loss on trade
receivables

Trade receivables, net

Other receivables
Less: Impairment loss on other
receivables

Other receivables, net

Contract assets (Note (b))

Less: Impairment loss on contract

assets

Contract assets, net

Prepayments and deposits
Other tax recoverable

Notes:

(@) Trade receivables

17. BRE 5 R EMPRIA

2025 2024
—E-RE —ZE 4
RMB’000 RMB’000
AREFx ARETF T
FEWE B RIE (K t(a) 42,984 28,800
B FEUCE B8 2 REE R
(2,772) (2,614)
IR E 55 IRHEE 40,212 26,186
H fth e U 5k TE 501 279
B o EAth B AR R IE 2 R B EE
- (279)
H fth e WSk IEF R 501 -
40,713 26,186
EREE(Kzm) 26,985 28,176
B ARBEZRERERE
(841) (1,809)
EREEFE 26,144 26,367
R RIES 167 307
E b A] Uk B R I8 11 11
67,035 52,871
(a) EWESFIE

The Group generally allows credit period ranging from O
to 180 days to its trade customers. Further details on the
Group’s credit policy are set out in note 31(a).

Credit is offered to customers following an assessment
of their financial abilities and payment track record.
Credit limits are set out for all customers and these can
be exceeded only with the approval from management.
Management also monitors overdue trade receivables, and
follows up the collection of these receivables.

AEB-—RETEBESIRFOE
180HMEEEH - BEAEEE
BEREBZ#E—FFEE  SRKE
31(a) °

EEDEHHREFPNIT BN K
NRLEHERATFEN - AR A
RAIEEFPHIEEERSE &7
EEEEBEHARDAIBRILER
ERME - EEENEEAHNE
WE SR - X8R R E %
FRUIR -
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For the year ended 31 December 2025

17. TRADE AND OTHER RECEIVABLES

(Continued)
Notes: (Continued)

(@) Trade receivables (Continued)

The following is an ageing analysis of trade receivables,
net of impairment loss, at the end of the reporting period,
presented based on the invoice date, which approximated
the respective revenue recognition dates:

Less than six months
Over six months but less than
one year

Less: Impairment loss

The movements in the loss allowances for impairment of
trade receivables during the year is as follows:

As at 1 January

Net impairment losses recognised/

(reversed) (Note 6)

As at 31 December

The Group applied the ECL model prescribed by HKFRS 9,
and the impairment methodology of ECL model is set out in

note 31(a).

NERA EBE—FR

B R EER

Rt=A=t+—H

17.

EHER,(BE )R EERERE

HEZZ-AF+=

A=t+—HI%E

B E 5 K& Hith =18 (4])

Hiaz - (&)

(a) BREZKEGE)

AT RERE S FENHRE R
RIFHEF B H(EA KA ER
BEIRE) 27 L L HBRREER

ZAREE AT
2025 2024
—E-RF —E O
RMB’000 RMB’000
AR%TT AREFT
35,916 28,800
7,068 -
42,984 28,800
(2,772) (2,614)
40,212 26,186

FAZEKE 5 RIE 2 BE R R

HEBWT -
2025 2024
—E-EHFE B4
RMB’000 RMB’000
ARBTT AR®TT
2,614 9,414
158 (6,800)
2,772 2,614

AEBERAFEEYBIMELRE
SREZRMEERBENX M
EREEBRRAZBET AR

HIEE31(a) ©
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For the year ended 31 December 2025
HE_Z-_RAFE+_-_A=+t—HLEE

17. TRADE AND OTHER RECEIVABLES

(Continued)
Notes: (Continued)

(b) Contract assets

The contract assets primarily represent the retention
receivables from the contracts with customers. The
retention receivables (generally 5% to 20% of the total
contracted value) are amounts which are not paid by the
customers until expiry of the retention period (generally one
year) as specified in the contracts. The contract assets are
transferred to trade receivables when the rights become

unconditional.

The movements in the loss allowance for impairment of
contract assets during the year are as follows:

As at 1 January

Net impairment loss reversed (Note 6) T % B (B E5 18 % 58 (f1:16)

As at 31 December

18. CASH AND BANK BALANCES

Cash and bank balances comprise cash held by the Group
and short-term bank deposits with an original maturity of
three months or less. As at 31 December 2025, the bank
balances and deposits carried interests at the prevailing
market interest rate which ranged from 0% to 0.05%
(2024: 0% to 0.375%) per annum.

As at 31 December 2025, the Group had bank balances
and cash denominated in RMB that were either not freely
convertible and were subject to exchange controls in the
PRC, amounting to approximately RMB1,178,229,000

(2024: RMB1,256,641,000).

BR+=—A=+—8~

17. BRE S R EMFIA(E)

Bz ()
(b) AEEE

AREEXTEHERETFLAH
2B RFRIE o EUILE R
B(—MBERBREEBEZL%E
20%)EEEARGIAZER
HEREA—F)ERREF
A2z &% o E%ERFK
BEEER  AREEERZE
JEWE 5508 o

FRNzaRAEMEEBRRER
HET

2025 2024
—EZTEHE =11 =
RMB’000 RMB’000
AR%TT ARETT
1,809 2,361
(968) (552)

841 1,809

18. RMERMITAR

ReMRTERPIEALEERFZ
ReFBREHHAAZMB@ASIIAT
ZRBETER - RZE-_RF
+—A=+—8  ROEBNEX
BFTMSFFNENT0%ZE0.05%
T UF :0%E0.375%)ET 8 °

RZE_RF+=_A=+—H
AEEFEITERPRHERL B
WEINEE G578 2 AARES
BEZRITEHEBEBAESHABARE
1,178,229,000 L (ZZ PO : A
R#1,256,641,0007T) °
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For the year ended 31 December 2025
HE_Z_RFE+_A=1+—RHILFE

19. TRADE AND OTHER PAYABLES

19. BN ESREMRIE

2025 2024
—EZHE —ZT
RMB’000 RMB’000
AR¥Tx ARBFIT
Trade payables (Note (a)) R E S5 IB (K it @) 49,958 56,013
Accruals and other payables FERTE R R H A ER IR 16,469 12,250
Amount due to a director R —RESEHE 24 -
Amounts due to related companies FET RS R RIFRIB (KTt b))
(Note (b)) 1,425 72,454
Financial liabilities measured at HHEER AT ENEREE
amortised cost 67,876 140,717
Other tax payable HAth FE AR IR 682 =
68,558 140,717
Notes: W -
(a) Ageing analysis of trade payables (a) ENESIREZREDSIT
The ageing analysis of trade payables at the end of each ENB S REN S HE IR
reporting period based on invoice date is as follows: ZRMZEREAITAT
2025 2024
—ECEF —EPU4F
RMB’000 RMB’000
ARBTT ARETTT
Less than six months ~NEAR 28,707 29,270
Over six months but less than NEANKEBE—FR
one year 20,263 25,755
Over two years FE LA 988 988
49,958 56,013
(b) The amounts due to related companies are non-trade in (b) ENBEBMARZRENIEESH

nature, unsecured, interest-free and repayment on demand.

B BEAR 2ERAREXRME

o

i
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For the year ended 31 December 2025
BE-_ZT-_AF+-_A=1+—HBItFEE

20. LEASE LIABILITIES 20. HE&EE
The lease liabilities were repayable as follows: AEENHEAEBNT -
2025 2024
—E-hHE —T 4
RMB’000 RMB’000

AR®TR ARETTT

Within 1 year —FR 215 3,760
After 1 year but within 2 years —FREMFA - 353
215 4,113
Less: Amounts due for settlement B ERN121E B RASS 2 FUR
within 12 months shown (ErRsam)
under current liabilities (215) (3,760)

Amounts due for settlement after 12 RN 1218 B 14 458 2 718
months shown under non-current (RIERBAE)
liabilities - 58
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CORPORATE BONDS

Corporate bonds issued during the year ended 31
December 2017

During the year ended 31 December 2017, the Company
issued five tranches corporate bonds (the “2017
Corporate Bonds”) with aggregate principal amount of
HK$25,000,000.

Two tranches of the 2017 Corporate Bonds for 4 years
were subscribed by Mr. Jiang Xin, a former director of
the Company, and his father, Mr. Jiang Quanlong, with
principal amount of HK$10,500,000 each which were
matured in October 2021. In October 2021, the mature
dates of these two tranches corporate bonds were
extended to October 2031. In October 2024, Mr. Jiang
Xin, Mr. Jiang Quanlong, and the Company entered into
an agreement that the Company early redemption of these
two tranches of the 2017 Corporate Bonds by fully settle
the principal and the accrued interest up to 8 October
2024.

The remaining three tranches of the 2017 Corporate
Bonds with the period from 3 years to 7.5 years with
aggregate principal amount of HK$4,000,000 were
subscribed by three independent third parties. The 2017
Corporate Bonds were fully settled during the year ended
31 December 2025.

Corporate bonds issued during the year ended 31
December 2018

During the year ended 31 December 2018, the
Company issued one tranche corporate bond (the “2018
Corporate Bond”) of 6 months with a principal amount of
HK$30,000,000 to an independent third party. The bond
matured in May 2019 and the mature date was further
extended to November 2024.

On 14 December 2023, the Company issued 88,679,245
ordinary shares of the Company to capitalise part of the
2018 Corporate Bond of HK$18,800,000 (equivalent to
RMB17,048,000) in accordance with the debt capitalisation
agreement. On 22 February 2024, the Company issued
61,320,755 ordinary shares of the Company to capitalise
remaining part of the 2018 Corporate Bond, including
outstanding interest of HK$13,000,000 (equivalent to
RMB11,806,000) in accordance with the debt capitalisation
agreement. After the completion of two tranches of debt
capitalisation, the 2018 Corporate Bond was fully settled
by the Group during the year ended 31 December 2024.

21.

e B IR R

For the year ended 31 December 2025
BHE_Z-_AE+_A=1+—HILEE

YNCIEEE
BEZ-_Z—tHF+-A=+—H1
EENERTATGES

HE_Z—+H&+-_A=+—81
FE  ARAETHBRAAES
(IZE2E—tFRaEEHF]) A&
%A /525,000,000 7T °

MM ESN - T+ F R FEH
HMESALE(RARRMES) RER
BRERELERE  BHALHEA
10,500,000 7T ' R-T - —&F+
B -R—ZT—-——F+7 W
NEBEENIHRLERE T =—
F+H -R-ZZTE-—mWE+A - EE
oE - BERREAAEEAKNANRGINY—
D ARRIBBEELEEES
—ZToNE+ANBHNEAS M ES
MERAMBELOZRBE —_E—+FR
BES o

A T~ = HiZR £ 48384,000,000/8 7T 2
3FERVTSE_E—+ERQRTAEHFD
H=%BYE=ARE - —_FT—+
FRABEHFERBE_ZTZ_1F
T+ A=+ —BItFEREES -

BE_2-\f+-A=t+—-AL
FENERTARES

HE2—_2—N\F+-_A=+—81t
FE  ARRM—BBIUE=HE%
T—HeRARRELR(ZZE—N\F
NEIES]) - AN& %8 /4530,000,000
BIL e REAER-_ZE—NER A
H - mEIHBARE—SPERE-F
—FE+—A -

R-ZBE-_=F+-F+mWMA - &AAQ
RIRIBEEBERN BB EITARR
88,679,245 E A% + LA O —F
— )\ )& %18,800,0007% 7T (1H
Z A AR #17,048,0007T ) BARAL o
RZZE-_WFEF—_A=+=—H ' XRF
RIRERE M H%81761,320,755
BEAATI L@ K- NEF
NABEFHB T (BEREETF
213,000,000 T (HERARK
11,806,0007T) ) E AL © FE5EAK R ER
BRERLE  AEBERBE-Z
—FE+ - A=+—HILFEREL
BT \FEREES °
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Carrying amounts repayable (based on the scheduled

21. CORPORATE BONDS (Continued) 21. DEMEH(4E)
Movements of the corporate bonds during the year are as REBEFREARN2EEWT -
follows:
2025 2024
—EB-RHE —E A
RMB’000 RMB’000
ARETT ARETIT
At 1 January Rn—HA—H 1,773 32,665
Effective interest expenses (Note 7(b)) B A BB (K177(b) 133 1,071
Debt capitalisation (Note 23(a)) BB ERN(HiF23(a)) - (11,806)
Interests paid =N (55) (1,264)
Redemption fE o] (1,829) (19,119)
Loss on early redemption (Note 6) RREO Y BB (476) - 73
Exchange adjustments ME 5 A (22) 153
At 31 December W+ZA=+—H”H - 1,773
Analysed for reporting purpose as BE2HAMHT -
follows:
Current portion BNEEE 9> - 1,773

BREZEEERERBHBEMAI

repayable dates set out in the subscription agreements): ZHEZERE) :
2025 2024
—ETHEF —EZmEF
RMB’000 RMB’000
ARETR ARETTT
Within one year —FR - 1,773
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22. INCOME TAX IN THE CONSOLIDATED 22.
STATEMENT OF FINANCIAL POSITION

(@)

The movements of tax payable in the consolidated
statement of financial position during the year are as

follows:

At 1 January

Provision for the year (Note 8(a))
— PRC Enterprise Income Tax
— US Income Tax

Income tax paid during the year
— PRC Enterprise Income Tax
Derecognised upon disposal of a

subsidiary (Note 25(b))
Exchange adjustments

At 31 December

R—A—H

RERBRE(HE8(a)
—HELEMER
—XBEPFH

FREMAFHR
— B BRASH
WA & — B A B8 HUH
R (H1at25(b))
BEE 5, 55 B

R+—A=+—8H

HEZZ-AF+=

A=t+—HI%E

SEMBRARANZAER

(a) HRAEMBIRAKRMIIZ BAD

HRERNZEZEMT

2025 2024
—E-HEF —ZE 4
RMB’000 RMB’000
AR¥Tx AREFIT
3,749 729
5,625 7,843

- 248

5,525 8,091
(6,737) (4,824)
- (249)

- 2

2,637 3,749
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Y,
1) "lr&
B
” &

22. INCOME TAX IN THE CONSOLIDATED 22, REMBKRRAZFAER
STATEMENT OF FINANCIAL POSITION (%&)
(Continued)
(b) Deferred tax assets and liabilities recognised (b) ERIEZEHEEERER
() Movement of each component of deferred tax () EBEHESZEEREEZ
assets and liabilities AL 8 1 22 B
Impairment
loss
Right-of- on trade
use Lease and other
assets liabilities receivables Total
ESRHM
FEWEIE
FREEE HEaE ZREEBE @it
RMB’000 RMB’000 RMB’000 RMB’000

ARETTT ARETTT ARETT ARETT

At 1 January 2024 R-Z-MmF

—A—H — - 2,944 2,944
(Charged)/credited to (1K) /3T AIB%
profit or loss (Hiz#8(a)
(Note 8(3) (664) 685 (1,838) (1,817)

At 31 December 2024 R=T [0
and 1 January 2025 +ZA=1+—-HE

e S 2
—H—A (664) 685 1,106 1,127
(Charged)/credited to (1) /3t A2
profit or loss (K1:18(a)
(Note 8(z)) 664 (685) (203) (224)

At 31 December 2025 R-E-F4F
+-R=+-H - - 903 903
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22. INCOME TAX IN THE CONSOLIDATED 22, GEAMBKRARAZAEHR
STATEMENT OF FINANCIAL POSITION (48)
(Continued)
(b) Deferred tax assets and liabilities recognised (b) ERIAEELEHELEERARE
(Continued) (#&)
(i) Reconciliation to the consolidated statement (i) HEHBRIEEE R

of financial position

2025 2024
—E"HEF —EopE
RMB’000 RMB’000

AR® TR ARBT T

Deferred tax assets in RERE BT AR R R AR IE
the consolidated statement FiIEEE
of financial position 903 1,791

Deferred tax liabilities in the 4R & B SRR R A IEIE
consolidated statement of MIEARE
financial position - (664)

903 1,127
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22. INCOME TAX IN THE CONSOLIDATED
STATEMENT OF FINANCIAL POSITION
(Continued)

()

(d)

Deferred tax liabilities not recognised

Under the PRC Enterprise Income Tax Law with
effect from 1 January 2008 onwards, non-resident
enterprises without an establishment or place of
business in the PRC or which have an establishment
or place of business but the relevant income is not
effectively connected with the establishment or a
place of business in the PRC, will be subject to
withholding income tax at the rate of 10% on various
types of passive income such as dividends derived
from sources in the PRC. On 22 February 2008, the
Ministry of Finance and State Administration of Tax
approved Caishui (2008) No. 1, pursuant to which
dividend distributions out of retained profits of foreign
investment enterprises prior to 31 December 2007
will be exempted from withholding income tax.

As at 31 December 2025, the Group has
unrecognised deferred tax liabilities of approximately
RMB41,007,000 (2024: RMB39,283,000) in
relation to withholding tax on undistributed
earnings of approximately RMB410,073,000
(2024: RMB392,825,000) due to the retention of
undistributed earnings by the subsidiaries established
in the PRC as determined by the directors of the
Company.

There are no income tax consequences to the
Company attaching to the payment of dividends by
the Company to its shareholders.

Deferred tax assets not recognised

As at 31 December 2025, deductible temporary
differences in respect of tax losses not recognised
in these consolidated financial statements were
approximately RMB35,000 (2024: RMB20,000).
No deferred tax asset has been recognised in
respect of such deductible temporary differences
due to the unpredictability of future profit streams.
Included in the above are tax losses of approximately
RMB35,000 (2024: RMB20,000) which can only be
carried forward for a maximum period of five years.

22.

e
=e

(#8)

()

(d)

MBERRRAZFEH

RERELEH ARG

BRER-_ZTZNF-A—HE
AR PBEEEMEHIE X
ERHBRSRA R ZIE
HECEINPBEKILIKRE
FHEMEBRALIFFERER
REKZERAEBERE - A
RARS BB BA(RE
BB 2 AR B 2 10% T R BAA
BHAEH R_TFNF
—RAZ+=ZH HEHBREH
KRBT 48 5 #HE JfE B i (2008) 1
B BUR-_TTLF+ A
=t—HBIELRFRE G
M 1E 2 B B 70 R 5 JE #A S
TR PSS -

R-_E-_RF+_-_A=+—
B AEEBRDERAFDHOA
R #41,007,00070 (=& — T
F : AR #¥39,283,0007T) 2
TR A B R R ERELERIE
BEAEH AREE410,073,000
T(ZZEE_WF : AR
392,825,0007T) * JIHARAR
A ERTE B R B 37 HY B
BRARRBARDIREFETE -

ARBRAEBRRZN 2 8%
BENEARBZAEHTE -

RERELEHREE

R-E-_RF+_-_A=+—
B @ KRRTERE P BRERER
MBIEBENATENEGRE
BB ANRES5000T(=F
—mE  ARM20,0005T) °
R AR RFE R E ATET - A
SRV ARRZEATENERZE
ERRELEHIBEE - L
HEREREBENARYE
35,000 (ZFEZl{F : AR
#20,0007T) - BRI #EE &%
=3 ke =
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BHE_Z-_AE+_A=1+—HILEE

23. SHARE CAPITAL 23. ’RA
Authorised and issued share capital EERBBITRA
Number of
shares Amount Amount
e G| 28 28
‘000 HK$'000 RMB’000
Fhx THL ARETT
Ordinary shares of HK$0.1 each EREEO. 1B THEER
Authorised: EE
As at 1 January 2024, i :3:@¢ A—H-
31 December 2024 and 2025 —E-MER-ZE-_RHE
+-A=+—"H 4,000,000 400,000
Issued and fully paid: BRITRHE :
As at 1 January 2024 RZZ-ME—A—AH 928,679 92,868 86,149
Issue of shares (Note (a)) BIIRG (At a) 61,321 6,132 5,569
As at 31 December 2024, m:g:mﬁ%ﬂ? A -
1 January 2025 and “Z-RF-A-Bk
31 December 2025 —Z-Rf+=-A=1-H 990,000 99,000 91,718
Notes: Mzt -
(a)  On 22 February 2024, the Company settled the debt of (a)

HK$13,000,000 (equivalent to RMB11,806,000) by issue of
61,320,755 ordinary shares of the Company in accordance
with the debt capitalisation agreement signed between the
subscriber and the Company on 1 December 2023.

The holders of ordinary shares are entitled to receive
dividends as declared from time to time and are entitled
to one vote per share at shareholders’ meetings of the
Company. All ordinary shares rank equally with regard to
the Company’s residual assets.

B —

ARIBREEM =

RZZB-_WOE_A-_+=-H K
NG

A RIRIER

BARRARFR T

T+ A BEENEHE
b 1 B 17 AR A A161,320,755

LT

75 8 & 7 13,000,000

BT (1% R AR 11,806,000

JT) °

BREBFEE ABREET
REXEENAABBERAE LI

Fik<Z

ERE - 2HEBERHALD

BRE%

o

133



Pan Asia Environmental Protection Group Limited

RERREBEERA A

bR

Notes to the Consolidated Financial Statements

e M B|RME

For the year ended 31 December 2025
HE_Z-_RAFE+_-_A=+t—HLEE

24. RESERVES

The reconciliation between the opening and closing
balances of each component of the Group’s consolidated
equity is set out in the consolidated statement of changes
in equity. Details of the changes in the Company’s
individual components of equity between the beginning
and the end of the year are set out below:

As at 1 January 2024 RZEZME—F—H
Loss for the year ERER
Other comprehensive income E2EYE
- Exchange difference on tranglation  —#AEHEHREZ 25 &%
of financial statements to Er7ERES
presentation currency
Total comprehensive loss EN:EERER
for the year

Issue of shares (Notes 21 and 23(a) 21T {A (Hrit21%234)

As at 31 December 2024 and RZZ-ME+-A=+-HkK

1 January 2025 “2-n%-A-A
Loss for the year FREE
Other comprehensive income En2Eka
- Exchange difference on translation ~ — B EEBRRELFIE%
of financial statements to EFV7ERER
presentation currency
Total comprehensive loss FRREFBEER
for the year

Declaration of dividends (Note 12)  ERBE(Hit12)

As at 31 December 2025

24, #E&

AREBEHFEEm KA D 2 F
MR FREBZHRIANG S ER
BENFK o AR AIHE A {E Bl 48 A B
DPREFENRER ZEOE

FIEAT

Attributable to owners of the Company

B

RZZ-8F+-B=1-H

RRTHE AR
Share Share Contributed Translation Accumulated
capital premium surplus reserve losses Total
Bx  RGEE SABR  ERffE  ZHEE L
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
AREFT ARETR ARETT ARETT ARETR ARET:
(Note 23) (Note (i) (Note (ii)) (Note (v))
(Wie3) (W) (W) (W)
86,149 475,816 372,178 (86,721) (313,768 583,664
_ - = = (9,248) (9,248)
- - - 12,885 - 12,885
- - - 12,885 (9,248) 3,637
5,569 6,237 - - - 11,806
91,718 482,053 372,178 (23,836)  (323,016) 599,097
- - - - (9,040) (9,040)
- - - (14,039) - (14,039)
- - - (14,039) (9,040) (23,079)
- (179,434) - - - (179,434)
91,718 302,619 372,178 (37,875)  (332,056) 396,584
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24. RESERVES (Continued)

Share premium and reserves

Notes:

(U]

(ii)

(iii)

(iv)

Share premium

Under the Companies Act of the Cayman Islands, the share
premium of the Company is distributable to the owners of
the Company provided that immediately following the date
on which the dividend is proposed to be distributed, the
Company will be in a position to pay off its debts as they fall
due in the ordinary course of business.

Special reserve

The special reserve of the Group represents the difference
between the nominal value and share premium of the
subsidiaries acquired and the nominal value of the
Company’s shares issued for the acquisition of these
subsidiaries at the time of group reorganisation immediately
prior to the listing of the Company’s shares on 1 December
2007.

Contributed surplus

The contributed surplus of the Company represents the
difference between the nominal value of the ordinary
shares issued by the Company and the net assets value
of subsidiaries acquired through an exchange of shares
pursuant to the group reorganisation.

Enterprise expansion reserve and statutory surplus
reserve

Statutory surplus reserve and enterprise expansion reserve
are set up by the Company’s subsidiaries established in the
PRC by way of appropriation from the profit for the year in
accordance with the relevant laws and regulations in the
PRC. These subsidiaries are required to allocate certain
percent of its net profit for the year as reported in their PRC
statutory accounts to the statutory surplus reserve and
enterprise expansion reserve until such reserves reach 50%
of registered capital. These reserves are non-distributable.
The statutory surplus reserve can be used to make up prior
year losses of these subsidiaries, if any, and can be applied
in conversion into capital by means of capitalisation issues.
The enterprise expansion reserve is used for expanding the
capital base of these subsidiaries by means of capitalisation
issue.

e MR

For the year ended 31 December 2025
BHE_Z-_AE+_A=1+—HILEE

24. f#fE(4R)
B E R
Hiiz -

0 R

REREREREE  ARAZ
B EERDIKTARAESR
A EEBERESRKREERZ
% AARARRNEERBEE
EBRERE B EIE -

(i) FERIGEE

75 B 7 R ) 5 4 8 P AR BB BT I
AR ZEERKRD®EERERA
RABROR-ZBELF+=-/A—
B EMATAR AR EEEHR
WHEZEMBABMRETRNZ
E{EZER -

(i) BARSK

ARRZHBABBRIEARFTEH
TEBRRzEAERABEEESEA
FEBBBRAMRBHBRARZEE
FEMER

(iv) TERRHERZERBHE

EEBBBEBHELEEBRRHET
AR R B S 2 M8 A B
BHEBETBEEEEREBSBF
EaMRL - ZEW BRI A MAE
SEEPEEAERBEFMERZ
ETEOHFEANEZEERR
EERECXERFR EEZAH
EREEEEIMEARZ50% ° %F
RN DIk - EERBRFHEEN
AR BERBEFEZEWNEB AR
ZEBEE(E) RA L E R EHT
ZHREBREBER - PERERRF
BERANAERNMeEIT 2 T
RZEMBRARZERER
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24. RESERVES (Continued)

Share premium and reserves (Continued)
Notes: (Continued)
(v) Translation reserve

The translation reserve comprises all foreign exchange
differences arising from the translation of the financial
statements of the entities within the Group whose functional
currency is other than RMB. The reserve is dealt with in
accordance with the accounting policies set out in note 2(r).

Distributable reserves of the Company

Under the Companies Act of the Cayman Islands, share
premium and contributed surplus are distributable to
shareholders, subject to the condition that the Company
cannot declare or pay a dividend, or make a distribution
out of share premium and contributed surplus if (i) it is, or
would after the payment be unable to pay its liabilities as
they become due, or (i) the realisable value of its assets
would thereby be less than the aggregate of its liabilities
and its share capital account.

As at 31 December 2025, the Company’s reserves
available for distribution to shareholders amounted to
approximately RMB342,741,000 (2024: RMB531,215,000),
computed in accordance with the Companies Act of the
Cayman Islands and the Company’s articles of association.
This includes the Company’s share premium of
approximately RMB302,619,000 (2024: RMB482,053,000)
and contributed surplus of approximately RMB372,178,000
(2024: RMB372,178,000), less accumulated losses of
approximately RMB332,056,000 (2024: RMB323,016,000),
which are available for distribution.

24. f#fE (&)

PR 47 738 18 3% {4 ()
Biat - (&)
(v) ERREE

EXRERERELNEEEIFE
ARBZRNEBEEEZHBEHRE
EEZMAINEZRE - ARFR
M2 T E & R BURBE IR A -

RRB 2 A7 IkEE

RERESHSRAE  BOEER
BARBA DK TBIR - HERADQ
A A RAFIRIE ()5 T BEE R 2
ZEE: RNATEREEBERE
RBERBRAKREF Z8E @ AT
BEREIAAMRE - RO EE
KEABBIELE DK ©

RZFEZRAF+=ZA=+—H 1R
BEHREHEQARERARARMEEE
2ARBIETE - ARQR A H DK TR
R E# A ANRE342,741,0007T
ZEZNEF - AR®531,215,000
TL) c ZBEAEARG RN EE
HAR302,619,00070(—F =
F . AR#482,053,0007T) KB
B ARE372,178,000T (=&
—PUF : AR¥372,178,0007T )
Z:HE1E 4 A R ¥ 332,056,000 7T
—Z g AR®323,016,000
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25. GAIN ON DISPOSAL OF A SUBSIDIARY

On 30 December 2024, the Company entered into the
sale and purchase agreement to dispose of 51% equity
interest of Turing Al Technologies Group USA LLC
(“Turing Al”) (formerly known as Pan Asia Environmental
Protection Group USA LLC) to Mr. Lucas Wu Perez (a
minority shareholder of Turing Al) at a consideration of
US$450,000 (equivalent to approximately RMB3,216,000)
(the “Disposal”). Turing Al was principally engaged in
the provision of decentralised disaster recovery storage
solution and provision of agency services in accordance
with the cooperative agreement with the Group’s related
company, PowerMeta Corporation (“PowerMeta”). The
Disposal was completed on 31 December 2024.

(@) Consideration received

Consideration received in cash and
cash equivalents

(b) Analysis of assets and liabilities over which
control was lost

e MR

For the year ended 31 December 2025
BHE_Z-_AE+_A=1+—HILEE

25. HE—RBAT .z

W—Z-m&E+-A=+H &2
AR B E % - LA {B450,0003%
T(HHERHARYS3,216,0007T) 1
Turing Al Technologies Group USA
LLC ([ Turing Al ] - & 7§ Pan Asia
Environmental Protection Group
USA LLC) 251 %R A#Em & T
Lucas Wu Perez %t 4 ( Turing Al 2
DERRE)([HEEIE]) © Turing
AlEEZRERMH B LHRE
fF AR T B R AR I8 B 7K & [F 78
% X & PowerMeta Corporation
([PowerMeta ] ) 2 & {E s e (L 1K
BR% - HEFHEOR T _WF
TZA=1T—H%K

(@ BWRE

RMB’000
ARBETIT

W% R SRR EE KRG AE

3,216

(b) REEFENEEREBEIN

RMB’000

ARBTIT

Cryptocurrencies s 27,867

Amount due from a related company JiE U — F] BE B R B 308 2,268

Cash and cash equivalents ReERFERKEIEE 10

Tax payable FEfSFIIR (249)
Financial liabilities at fair value through A FEIABZN SR ERE

profit or loss (29,298)

Net assets disposed of EHEEETE 598
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25. GAIN ON DISPOSAL OF A SUBSIDIARY . HE—FEHE ATz
(Continued) (48)
(c) Gain on disposal of a subsidiary (c) HE-—HKHBARZWER
RMB’000
ARETTT
Consideration received ERR(E 3,216
Net assets disposed of BEHEEEFE (598)
Non-controlling interests e 287
Cumulative exchange gain in respect EHENBRRFEEREREND
of the net assets of the subsidiary FiEH 2 BEHE K a
reclassified from equity to profit or loss 1
Gain on disposal of a subsidiary RERERNEE —FWB AR Ak
recognised in profit or loss 2,906
(d) Net cash inflows on disposal of a subsidiary (d) HE-BEHEBATRNRESRA
R
RMB’000
ARBTIT
Consideration received in cash and cash I RERIIRSER KERAKE
equivalents 3,216
Less: Cash and cash equivalents B BEHEReRERRESEER
disposed of (10)
Net cash inflows on disposal HENIRESRAFE 3,206
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For the year ended 31 December 2025
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25. HE—MME ATz

(Continued) (48)
(e) Extract of the results of Turing Al attributable to (e) AEEEETuring AIXERE
the Group
2024
—ZCE
RMB’000
ARBTIT
Other income, net E U F 58
- Agency fee income (Note 5) —REBWA(H:75) 1,716
- Net income from provision of —RESBA K BMEFHERERTRZ

decentralised disaster recovery SFUWA (HT2E5)

storage solution (Note 5) 1,459
General and administrative expenses —MR R ITHR S (1,463)
Impairment loss on cryptocurrencies = EEREBE(ZE7(C)

(Note 7(c)) (4,912)
Fair value gain on financial liabilities at ~ Z A FEFABZNESRABEAFE

fair value through profit or loss Wz (et 7(c))

(Note 7(c)) 4,935
Finance costs (Note 7(b)) BB (K37 (b)) (902)
Profit before taxation B A5 BT A 833
Income tax expenses (Note 8(a)) RSt (#1i#8(@)) (248)
Profit of Turing Al attributable to the NEE (G Turing Als Fl)

Group 585
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For the year ended 31 December 2025
HE_Z-_AFT-_A=1+—HILLFE

25. GAIN ON DISPOSAL OF A SUBSIDIARY 25. HE—RMEBAB 2z
(Continued) (48)
(f)  Extract of the cash flows of Turing Al attributable (H AEEELTuring ABRERE
to the Group RE
2024
RMB’000
ARBTIT
Operating activities R EE
Profit before taxation B 7% B A 833
Adjustments for: AT ZIREITAR
Impairment loss on cryptocurrencies neEgEREsE 4,912
Fair value gain on financial liabilities at AP EFABZNEREBEQATE
fair value through profit or loss W zs (4,935)
Finance costs BE A AR 902
Net cash generated from operating REFHFBRELFHE
activities 1,712
Net cash used in investing activities REFHFIARELFEHE
Advance to a related company ) — [E BB R B B R (1,712)
Net cash generated from financing BZEFHFFBRELFEHE
activities
Capital injection from non-controlling IR ERTE
interests 10

26. SEGMENT REPORTING

26. DEPERE

The Group manages its business by divisions and all those
divisions are located in the PRC. In a manner consistent
with the way in which information is reported internally
to the Group’s CODM for the purposes of resources
allocation and performance assessment, the Group’s
operating and reportable segments under HKFRS 8,
Operating segments are organised into two main operating
segments including (i) EP products and equipment, and (ii)
EP construction engineering services. No other operating
segments identified by the CODM have been aggregated
in arriving at the reportable segments of the Group.

AEBZIBMEDEREER I
EZEHPIHMRTRH - AT HEHET
BRAERRBETGRAEANEEEF
EBRARAANABEFRERZFAE
% ﬁ( BB ﬁﬁﬁ#&%ﬁ/ﬁu%%’”’”

SEETAREE® S I
“%% EWMEEELQﬁ’@
FEO)IRIRE M BB K ()RR ER
BR% REEAEETZ i&"*
B BIESEREERRARER
2 E M E DS o
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26. SEGMENT REPORTING (Continued)

(@)

Segment revenue, profit or loss, assets and
liabilities

For the purposes of assessing segment performance
and allocating resources between segments, the
Group’s CODM monitors the results, assets and
liabilities attributable to each reportable segment on
the following basis:

Segment assets include all tangible and intangible
assets, and current assets with the exception of
unallocated cash and bank balances, deferred tax
asset and other corporate assets. Segment liabilities
include trade and other payables and lease liabilities
attributable to individual segments with the exception
of dividend payables, corporate bonds, tax payables
and other corporate liabilities.

Revenue and expenses are allocated to the
reportable segments with reference to sales
generated and services rendered by those segments
and the expenses incurred by those segments
or which otherwise arise from the depreciation
or amortisation of assets attributable to those
segments. Inter-segment assistance provided by one
segment to another is not measured.

The measure used for reporting segment profit is
“adjusted EBITDA” that is, “adjusted earnings before
interest, taxes, depreciation and amortisation”, where
“interest” is regarded as including investment income
and “depreciation and amortisation” is regarded as
including impairment losses on non-current assets.
To arrive at adjusted EBITDA, the Group’s loss are
further adjusted for items not specifically attributed to
individual segments, such as directors’ emoluments,
auditor’s remuneration and other corporate
administration costs.

e B IR R

For the year ended 31 December 2025
BHE_Z-_AE+_A=1+—HILEE

26. 2 EBERE (&)

(@)

DEBA - BFHEE - EE
k&fE

shET 4 2 BPR 3R K &R 2 L
BRME  AEBZEFEE
REANRATEEEREA 2
Bz FE BEMAE

DHEERRERMBANEE
BVEERRBEE(KRDE
Re RBITHES  BELERBAE
EREMEXEERI) - o
B ESREER D RN E
NEZREMKIEAREERE
(BNKRE - REES B
BARE MR B AR

W R THESEZFDH
EEZHEBRNEMH IR -
ARFTEEZ X B 3% E 0 &
REZEEFTESRFEEL L
SXHENETZEAZ2HmDE -
DEBEREH‘RZXFIFEE
7] o

BRERD TN T EB
[ 4 HZEBITDA ] » BI[ 48 3%
ZARFTHE - BIE - ERE
SHATR AR ] - ER[FIEIB
FREWA - e R
BREFERBEE ZHERIE -
RBEE KT EEBITDA » A&
B2 BB T R8T B NME
AloE BB ELE —F A
B NE EE N R A EED 2 B
& REAMDRITHRAEAR °
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26. SEGMENT REPORTING (Continued)

26. DEPERE(4E)

(a) Segment revenue, profit or loss, assets and (@ ZTWA - BRBEE -  BEE
liabilities (Continued) REE(E)
In addition to receiving segment information Br U B B B8 &8 A ZEBITDA Z
concerning adjusted EBITDA, the Group’s CODM DEERIN  KEBEFEE
is provided with segment information concerning ERRABRUARS S
revenue, depreciation, amortisation and impairment BEBWA - TE - EHE LR
losses and additions to non-current segment assets TEF?TE AR IER B 5 BB & E R
used by the segments in their operations. Inter- ZDEER o D EPEHE T
segment sales are priced with reference to prices i‘“@%E‘JiEMnTﬁﬁ%*B}\i
charged to external parties for similar orders. WER 2 (B TAEITEE ©
Information regarding the Group’ s reportable BE_T-_AFR=-FT-NF
segments as provided to the Group’s CODM for the +ZA=1+—HLLEE  HE
purposes of resources allocation and assessment TR B &5 B R IR A T A AR
of segment performance for the years ended 31 EEEREEERARARBZAR
December 2025 and 2024 is set out below: EEAERSEEREHI N
T
EP products EP construction
and equipment engineering services Total
RRERRE RRERTERE @it
2025 2024 2025 2024 2025 2024
Z$CRE -—Zome  ZBCRE —ZomE ZBCREE —TomE
RMB’000 RMB'000 RMB’000 RMB'000 RMB’OO_O RMB'000
ARBTR  ARETR ARBTR  ARYTRr  ARETR  ARETR
Reportable segment revenue ~ RESNSZP A28 H
from external customers WA 242,560 251,507 - - 242,560 251507
Inter-segment revenue PEHERA - - - - - -
Reportable segment revenue ~ AI2EATDHA 242,560 251507 - = 242,560 251,507
Reportable segment profit BEE DX D]
(adjusted EBITDA) (AFZEBITDA) 34,028 44,502 - - 34,028 44502
Depreciation of property, g BERREINE
plant and equipment - 54 - - - 54
Depreciation of right-of-use ~~ FREEEZHE
assets 2,655 2,665 - - 2,655 2,665
Net impairment loss recognised/ 2%/ (BE)FEE
(reversed) on: B5E:
- trade receivables -EHESE 158 (6,800) - = 158 (6,800)
- contract assets -SREE (968) (552) - - (968) (552)
Reportable segment assets W 2RAHEE 66,356 55,208 - 135 66,356 56,343
Reportable segment liabilties ~ FI2H{AHTEE 50,047 58,252 9,052 9,191 59,099 67,443
Note: There were no additions to non-current assets to Kt REBZE_TE-_AFK=-F

both reportable segments during the years ended 31
December 2025 and 2024.

_m¢+ A=+—Hl1
EJ* M fE 7] 2 3 5 #6115
NEIERBEE ©
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For the year ended 31 December 2025
BHE_Z-_AE+_A=1+—HILEE

26. SEGMENT REPORTING (Continued) 26. DEPERE(4E)
(b) Reconciliations of reportable segment revenue, (b) TE2|RIBUYA - BHEFIHE
profit or loss, assets and liabilities B -EEREEZHIER
2025 2024
—E-hHE —E A
RMB’000 RMB’000
AR®ETT AREFIT
Revenue A
Reportable segment revenue Al 2D SPUA 242,560 251,607
Elimination of inter-segment Hf 38 2 P AN
revenue - =
Consolidated revenue A WA 242,560 251,507
Profit s F
Reportable segment profit RBINEBE PR A] 25
derived from external o2 Dl
customers 34,208 44,502
Depreciation of property, plant ME - BENMEEZITE
and equipment (55) (113)
Depreciation of right-of-use EREEEZINE
assets (3,227) (3,364)
Gain on disposal of a subsidiary ~ H&—REME A 7 2 W - 2,906
Impairment loss on =g REEE
cryptocurrencies - (4,912)
Fair value gain on financial RATE ABENSE
liabilities at fair value through BEAFEKE
profit - 4,935
Finance costs BhE R A (169) (2,236)
Income tax expenses PRSI (5,749) (9,908)
Unallocated income Ko Eas 2,556 5,691
Unallocated head office and RoBIARTERY
corporate expenses (19,752) (19,966)
Consolidated profit after tax FRELBER S BT 7,812 17,535
Assets BE
Reportable segment assets AIZEHRHHEE 66,356 55,343
Unallocated cash and bank AOEIRE RIBITHES
balances 1,178,365 1,256,898
Deferred tax assets EETIBE B 903 1,791
Unallocated head office and ADEBRINRCEEE
corporate assets 894 1,866
Consolidated total assets REBEE 1,246,518 1,315,898
Liabilities afE
Reportable segment liabilities AIRMHoEBaE 59,099 67,443
Dividend payables FEI AR S 178,834 -
Corporate bonds NEES - 1,773
Tax payable FESHLIR 2,537 3,749
Amount due to related companies JFEJ BBHE A T 1,425 72,454
Deferred tax liabilities BIERIARE - 664
Unallocated head office and AOBCERI R EAT
corporate liabilities 8,249 4,933
Consolidated total liabilities TEMEEE 250,144 151,016
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26. SEGMENT REPORTING (Continued)

()

(d)

Information about major customers

Revenue from external customers individually
contributing 10% or more of the Group’s total
revenue is as follows:

Customer A
Customer B
Customer C
Customer D

Revenue from the above customers during the years
ended 31 December 2025 and 2024 are generated
from EP products and equipment segment.

Geographical information

BEFEA
EFB
EFC
EFD

(i)  Revenue from external customers

The following table sets out information about
the geographical location of the Group’s
revenue from external customers. The
geographical location of customers is based
on the location at which the services were
provided or the goods were delivered.

The PRC (place of domicile)

TEI(EEE)

26.

S EpERE ()

()

(d)

FREEEFZEHR

KA EBIEINER 2 WAER
EEBKAI0%TA LT -

2025
S ST
RMB’000
ARET T

137,424
56,302
33,293

2024
—E O
RMB’000
AREFIT

67,906

136,097

BE_ZE-_RAFK_FT_NF
+—A=+—HBILFEE ' k5
FEBEEHWATRERRER

RBH TR -

1o 32 B

()  KEIHNBEEZKA

TR BEHEAZEK
BANER R P 2 WA R A
R ZER - BPM
EnRREHRRBXE
miTEEEI D -

2025
—F-hEF
RMB’000
AR®TR

242,560

2024
—E-OF
RMB’000
ARETIT

251,507
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26. SEGMENT REPORTING (Continued)

(d) Geographical information (Continued)

(i)

Specified non-current assets

The Group’s specified non-current assets
comprise property, plant and equipment, and
right-of-use assets.

The geographical location of these specified
non-current assets is based on the physical
location of the assets, in the case of property,
plant and equipment, and right-of-use assets.

The following table sets out information about
the geographical location of the specified non-
current assets.

The PRC (place of domicile) #E (5 5 ih 2, )
Hong Kong BE

26. D EPEE (M)

(d) HEEFR(E)

(i)

EEHREEE

AEBZEEHFRBE
= BREDE BER
REAREREEE -

ZEREFRDEEN
PrEETIRE (Y
X BB RREARE
REEEMNS)EENE
BRPAFEMLITE ©

TREHNBEBEEEIER

BEEMAMEMRZE
o
2025 2024
—E"HEF —EopNE
RMB’000 RMB’000

AR® TR ARET T

- 2,790
215 1,648

215 4,338

145



Pan Asia Environmental Protection Group Limited

REREEEERAF

s e W\

Notes to the Consolidated Financial Statements

e SRR MR

For the year ended 31 December 2025
HE_Z-_AFT-_A=1+—HILLFE

27. MATERIAL RELATED PARTY
TRANSACTIONS

Other than those disclosed in the consolidated statement
of financial position and other notes to the consolidated
financial statements, the Group has the following
transactions and balances with related parties:

(@) Transactions and balances with related parties

Interest expenses on ARMEFZFERAXZ
corporate bonds

— Mr. Jiang Xin —BEEE

- Mr. Jiang Quanlong —BRESLE

Interest expenses on BEATEFAREN
financial liabilities at SRAEZFERX

fair value through profit

or loss
— 3 Body — 3 Body
Agency fee income RIEEWA

- PowerMeta - PowerMeta

27. EXHEALRS

BRaR B MBI R ke M@K
MR MK R R 2 S - AN B HELRE
BALTBEUTR SRR

(a) EHEEALIXRZ R

Year ended 31 December

BE+-A=+—HLFE

2025 2024
—ETHF T
Notes RMB’000 RMB’000

HiiE ARETR ARETTT

21 - 449

21 - 449
7(b), 25(e) - 902
5, 25(e) - 1,716
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27. MATERIAL RELATED PARTY
TRANSACTIONS (Continued)

(@) Transactions and balances with related parties

(Continued)

Amount due to related FE{ EREE: D TIFIE

companies

— Praise Fortune Limited — Praise Fortune Limited
— China Sky Global
Investment Limited

— China Sky Global
Investment Limited

Amount due to a director EF—FEERIE
— Guo Jiannan —3Z0ER

The directors of the Company are of the opinion
that the above transactions were entered into under
normal course of business and in accordance
with the terms of the agreements governing these

transactions.

e MR

For the year ended 31 December 2025
BHE_Z-_AE+_A=1+—HILEE

27. EXRAEALR S ()
(@) ERBEALXSREEHHE)

Amounts receivable/
(payable) by the Group
to related parties
AEEEY(ER)
FAEALTHRIE

At At
31 December 31 December
2025 2024
R-FB-HFE R_ZT_mE
+=A=+-B +=A=+-~
Notes RMB’000 RMB’000
HtaE AR®ET T AREETTT

19(b) - (72,454)
19(b)

(1,425) -
19(b) (24) -

ARAREZFR/ LR ZRE
BEEBARETARESREZ

ER P2 IGFRET AL
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27. MATERIAL RELATED PARTY
TRANSACTIONS (Continued)

(b) Transactions with key management personnel

Remuneration for key management personnel of
the Group representing the amounts paid to the
Company’s directors as disclosed in note 10 and the
highest paid employees and senior management as
disclosed in note 11 is as follows:

Short-term employee benefits HHREEET
Post-employment benefits BRES 2 A

28. COMMITMENTS

As at 31 December 2025 and 2024, the Group did
not have significant capital commitment in respect of
acquisition and construction of property, plant and
equipment contracted but not provided for.

27.

28.

?7 Notes to the Consolidated Financial Statements

EXFAEALRS ()

(b) BREXREBEAERS

AEBITEEREAS Z % B
(BN E10PARBEZ N FAR
AEERMFIARE &S

WeEERSHEEAEZS
BHHMT :
2025 2024
—E-hHE —EoE
RMB’000 RMB’000

AR® TR ARETIT

2,029 2,818
35 57
2,064 2,875

iR

RZE_AFR_FT-_NF+=A
=+—8 - AE@ETEFKERE
EME - BEREHECITHNEKRE
B2 ERE AR -
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29. CAPITAL MANAGEMENT

The Group’s primary objectives when managing capital
are to safeguard the Group’s ability to continue as
a going concern, and to generate sufficient profit to
maintain growth and provide a satisfactory return to its
shareholders.

The management actively and regularly reviews and
manages its capital structure to maintain a balance
between the higher shareholder returns that might
be possible with higher levels of borrowings and the
advantages and security afforded by a sound capital
position, and makes adjustments to the capital structure
through the amount of dividend payment to shareholders
or raise new debt financing.

The management monitors the Group’s capital structure
on the basis of a net debt-to-equity ratio. For this purpose,
the Group defines net debt as total debt (which includes
trade and other payables, lease liabilities and corporate
bonds) minus cash and bank balances.

There was no net debt for the Group as at 31 December
2025 and 2024.

Neither the Company nor any of its subsidiaries are subject
to externally imposed capital requirements.

29.

e MR

For the year ended 31 December 2025
HE_Z_RFE+_A=1+—RHILFE

ExrEHE

AEEEREAZAEZRBRDRE
AEBRPEERBEFBELERE
R ARELERHBNIAMERTIE
£ RABRRREHE Z LR -

BIEERGNERAHERNRBELT
ma MEE  WERRBRE®RS
ATAREFEcBRREREKFER
f 2 B AN R Z 4F g RRE 2
BIENS ¥ - I35 48 B A UK 3 X
BRETHEBRENE RAREE
HEREE

EEERERL X FEELEERAR
KEZERGEE - Bt AEER
EEBFESBEGRB(BREEMNE
ZREMFIEA - HEABNAR QA
EF )RR S RIRTTAER

AEER_ZE-_RAFR T _NF
+—A=+—BEGHFE-

AR A S AT o] LB~ BB S0
MERZEARERS
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30. FINANCIAL INSTRUMENTS BY 30.
CATEGORIES
The carrying amounts of each of the categories of financial
instruments at the end of each reporting period are as
follows:
Financial assets SRMEE
Trade and other receivables FEWE 5 Kk H A FRIA
Cash and bank balances R RIRITHEH
Financial assets measured at REBHEHRATENERNEE

amortised cost

Financial liabilities 2EEE
Trade and other payables FERTE 5 R HAMEIR
Corporate bonds NElESH
Lease liabilities HEGE
Dividend payables FERTAR B

Financial liabilities measured at RBERARENESHEE

amortised cost

31. FINANCIAL RISK MANAGEMENT AND FAIR
VALUE OF FINANCIAL INSTRUMENTS

The risks associated with the financial instruments include
credit risk, interest rate risk, liquidity risk and currency
risk arises in the normal course of the Group’s business.
The Group’s exposure to these risks and the financial risk
management policies and practices used by the Group to
manage these risks are described below.

(@) Creditrisk

Credit risk refers to the risk that a counterparty will
default on its contractual obligations resulting in a
financial loss to the Group. The Group’s credit risk is
primarily attributable to trade and other receivables,
and bank balances. Management has a credit policy
in place and the exposures to these credit risks are
monitored on an ongoing basis.

31.

EMTAS M
REREHR  SESBIANE

%
HEEWT :

2025 2024
—E-RE —E-E
RMB’000 RMB’000

ARETR ARETTT

40,713 26,186
1,178,365 1,256,898
1,219,078 1,283,084

67,876 140,717

- 1,773

215 4,113
178,834 =
246,925 146,603

SHEAREERSMIAS
AV

HZEeMTAABZERBIER
SERREBBETPELANEER
2 MEER  RBESRREE
B R o ANEE TS 2 EREA
SE AN E B % SRR RR
BEBRRECEINT -

(@ E=ERR

EERBEHFIHERER
EENBASBERZUBE
B -AKREZERERRIER
BEWE 5 & H M FIE L &R
THEt% - EEEERIERFEER
R URKEERZEFEER

B o



31.

FINANCIAL RISK MANAGEMENT AND FAIR

VALUE OF FINANCIAL INSTRUMENTS
(Continued)

(@)

Credit risk (Continued)

Maximum exposure and year-end staging

The tables below show the credit quality and the
maximum exposure to credit risk based on the
Group’s credit policy, which is mainly based on past
due information unless other information is available
without undue cost or effort, and year-end staging

classification as at 31 December.

The amounts presented are gross carrying amounts
for financial assets and the exposure to credit risk for

the financial guarantee contracts.

As at 31 December 2025

Trade receivables
Contract assets
Other receivables
Bank balances

Annual Report 2025
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31. 2REREEREMIAZ
DEEE)

(@)

FERR (&)
REEERBFRERFETE

TRINTERANEEBEERE
MNEEEZREREERR
AEE D EBREBSEE
B BRIEEMERBEIEET
B AN BRI &S ) R R
+TZA=1+—HNERHMELE
BIEH ©

FT23MeEALMEENS
REEMVBEREANEER
[B B 4 o

W_F_HF+-A=+—8H

12-month
ECLs
128 Lifetime ECLs
RNEESE FENMANEEEE
Simplified
Stage 1 Stage 2 Stage 3 approach Total
E-RBR EoRR EoRR 19 by
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETT AR®Tt AR¥Tn AR¥Tt  AR¥Tn
EWE 578 - - - 42,984 42,984
EREE - - - 26,985 26,985
EthEE 501 - - - 501
BiTEe 1,178,358 - - - 1,178,358
1,178,859 - - 69,969 1,248,828
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31. FINANCIAL RISK MANAGEMENT AND FAIR

VALUE OF FINANCIAL INSTRUMENTS
(Continued)

(a)

Credit risk (Continued)

Maximum exposure and year-end staging
(Continued)

As at 31 December 2024

31.

SRAREEREMTIAZ
AFEERE)
(a) EEERE)

REEERBFRERFETE
(&)

R-Z2-NF+=-A=+—H

12-month
ECLs
1288 Lifetime ECLs
RNEESE FENMANEEESE
Simplified
Stage 1 Stage 2 Stage 3 approach Total
E-BR EoRR EZRE 19 oy
RMB'000 RMB’000 RMB'000 RMB’000 RMB'000
ARBTT  ARBTRT  ARETR  ARETR  ARETR
Trade receivables EREFAF = = - 28,800 28,800
Contract assets AREE - - - 28,176 28,176
Other receivables Hhofelesion = - 279 - 279
Bank balances R 1,256,898 - - - 1,256,898
1,256,898 - 279 56,976 1,314,153
()  Trade receivables and contract assets iy EREZSFEREREAE
E
In respect of trade receivables and contract HERZEZRERER

assets, individual credit evaluations are
performed on all customers requiring credit
over a certain amount. These evaluations
focus on the customer’s past history of making
payments when due and current ability to pay,
and take into account information specific
to the customer as well as pertaining to the
economic environment in which the customer
operates. The Group generally allows credit
period ranging from 0 to 180 days to its trade
customers. Normally, the Group does not

obtain collateral from its customers.

BEMS AKREHER
K—EE2BNUNLEEE
Z B TR @B AT
FEEE - ZFFAEE
EREBEEFZESL OB
R A 8% R 3R B 2 (B
N YEBEFPHE
BRI REMR 2 &BER
B AKE-RETE
5EFPOE180EEE
He&E—REBERLT &
SETEAFEFPEIUL
am e
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FINANCIAL RISK MANAGEMENT AND FAIR
VALUE OF FINANCIAL INSTRUMENTS
(Continued)

(@)

Credit risk (Continued)

Maximum exposure and year-end staging
(Continued)

(i)

Trade receivables and contract assets
(Continued)

In respect of trade receivables, the Group’s
exposure to credit risk is influenced mainly by
the individual characteristics of each customer.
Taking into account the creditworthiness of the
Group’s customers, the credit risk measures
and the historical levels of the bad debts,
the directors of the Company consider that
such concentration of credit risk would result
in significant credit default exposure to the
Group. At the end of the reporting period, 67%
(2024: 100%) and 100% (2024: 100%) of trade
receivables were due from the Group’s largest
customer and the five largest customers,
respectively, arising from EP products and
equipment segment.

The maximum exposure to credit risk is
represented by the carrying amount of each
financial asset in the consolidated statement
of financial position after deducting any
impairment loss.

As at 31 December 2025 and 2024, the Group
did not provide any guarantees which would
expose the Group to credit risk.

For the year ended 31 December 2025
HE_Z_RFE+_A=1+—RHILFE

31. 2REREEREMIAZ
DEEE)

FERR (&)

(i)

REEERBFRERFETE
(&)

B RUFAERARE
E(&)

MEWE SHHEMmMS
AEEBZEERREE
ZHERP ZMEBER
T ZE - ZEINAES
BEREZEE EFEAR
S Ml E Z R K
FoARRREEZRE
HEBEEFEERRESE
REEBBXKEAEERS
RER - RIBEHK -
REBRRERREED
H2AEBRATF K
AREF D BIMhEYE
S HIB67% (= ZF =Y
F :100%) & 100% (=
T P04 : 100%) °

RmiEERBREMERE
MREBIRREA MBS

MAREPESESBHEE
HEREE -
RZE_RAER=F

W E+Z=ZRAR=+—
B AEBEYWEREET
fa] 7] Bk & B AN & B R
ZERBAER -
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31.

FINANCIAL RISK MANAGEMENT AND FAIR
VALUE OF FINANCIAL INSTRUMENTS
(Continued)

(a)

Credit risk (Continued)

Maximum exposure and year-end staging
(Continued)

(i)

Trade receivables and contract assets
(Continued)

The Group reassesses lifetime ECLs for trade
receivables and contract assets under HKFRS 9
to ensure that adequate impairment losses are
made for significant increase in the likelihood or
risk of a default occurring. The ECLs on trade
receivables and contract assets are assessed
for debtors individually or collectively using a
provision matrix. As part of the Group’s credit
risk management, the Group uses debtors’
ageing to assess with the impairment loss
because these customers consist of a large
number of customers which share common
risk characteristics that are representative of
the customers’ abilities to pay all amounts due
in accordance with the contractual terms. The
estimated loss rates are estimated on historical
observed default rates over the expected life of
the debtors and are adjusted forward-looking
information that is available without undue cost
or effort.

31. 2REREEREMIAZ
DEEE)

(@) FERRGER)

REEERBFRERFETE

(&)

(i)

BREZFARERE
E(&)

AEBREEEHVHR
FEANE O FEH AT
EWE ZHBRERE

ENTFEINEREER
BR - AR EDH

A AT B 1 L B X R
12N E R R 5 E R E
B BRESRER
EREENEHMEEER
BLERBRBEMRE
B AT @RI XA F F
e ERAKBERFEER
REEMN IR AKHE
BBEB AN RE T
BAEEE - Ut TR %
ERFEEAREAHARF
RBRE-NER - M&
FRBEBEBEAREPR
BERGREH N8B
HISRIAMBEN © (5T
BEDREBARRF
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FINANCIAL RISK MANAGEMENT AND FAIR
VALUE OF FINANCIAL INSTRUMENTS
(Continued)

(@) Credit risk (Continued)

Maximum exposure and year-end staging
(Continued)

()  Trade receivables and contract assets
(Continued)

The following table provides information about
the Group’s exposure to credit risk and ECLs
for trade receivables and contract assets as at
31 December 2025 and 2024

Current (not yet BIER (A H)
past due)

Less than 6 months B ER 0 61E A
past due

More than 6 months B HIGME A A £
but less than 1 year BOR1F
past due

Total et

31. 2REREEREMIAZ
DEEE)

(@)

FERR (&)

REEERBFRERFETE
(&)

(i)

RKREZFFARERE
E(&)

TERHR=-ZZF-_RF
EZZTEZ@mFE+ZAR
—+t—HEBELAEEE
R R EWRE S HIE
MEREECEBEE
EiErE R

31 December 2025
—®¥-A%+=RA=+—H

Expected
loss rate

SLEUD B

3.1%

5.6%

10.7%

Gross Impairment
carrying loss
amount allowances
MIREE REBRREG
RMB’000 RMB’000

ARETT ARETR

26,985 841
35,916 2,014

7,068 758
69,969 3,613
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31.

FINANCIAL RISK MANAGEMENT AND FAIR
VALUE OF FINANCIAL INSTRUMENTS
(Continued)

(a)

Credit risk (Continued)

Maximum exposure and year-end staging
(Continued)

Trade receivables and contract assets
(Continued)

Current (not yet BNER (R EH)
past due)

Less than 6 months B HA D6 1E A
past due

Total Mt

Expected loss rates are based on actual loss
experience over the past 2 years. These rates
are adjusted to reflect differences between
economic conditions during the period over
which the historical data has been collected,

31.

SHEMEEREMTIAZ
DFEER)
(a) fEEER(E)

REEERBFRERFETE
(&)

(i) RBUREBZHEREGRE
E (&)

31 December 2024

—EoNFE+=A=+—-H

Gross Impairment

Expected carrying loss
loss rate amount allowances
TREAE R REREE RESERE
RMB’000 RMB’000

ARETT ARETTT

6.42% 28,176 1,809
9.08% 28,800 2,614
56,976 4,423
TREEE R IRBE2FH
ERBERLRTHE - it

R ARMEEA (A
EHEEERRKE) R

BRAZER - AR
NS B EWRIATE

current conditions and the Group’s view of
economic conditions over the expected lives of
the receivables.

Further quantitative disclosures in respect of
the Group’s exposure to credit risk arising from
trade receivables and contract assets are set
out in note 17.

HF BN EBERRZ
BRMmANARE -

BREAKEEEERZ &K
BHRERBREEE
EZEERRZE—F
EERBHNMET7
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FINANCIAL RISK MANAGEMENT AND FAIR
VALUE OF FINANCIAL INSTRUMENTS
(Continued)

(@) Credit risk (Continued)

Maximum exposure and year-end staging
(Continued)

(i)  Bank balances

The Group mitigates its exposure to credit risk
by placing deposits with financial institutions
with established credit rating. Given the high
credit ratings of the banks, the management
does not expect any counterparty to fail to
meet its obligations.

(b) Interest rate risk

The Group is exposed to fair value interest rate risk
in relation to corporate bonds with fixed interest rate
(see note 21). The management monitors interest
rate exposure and will consider repayment of the
corporate bonds when significant interest rate
exposure is anticipated.

The Group’s cash flow interest rate risk relates
primarily to variable-rates of bank balances.

The Group does not anticipate significant interest
rate risk because the interest rates of these balances
are not expected to change significantly.

(i)  Interest rate profile
The following table details the interest rate

profile of the Group’s variable-rate bank
balances at the end of the reporting period:

2025
it St 2

Effective
interest rate

RIRAE

Bank balances IR1T4:ER 0%-0.05%

e MR

For the year ended 31 December 2025
HE_Z_RFE+_A=1+—RHILFE

31. £REKREEREMTAZ

ATE(E)

(@)

(b)

FERR (&)

REEERBFRERFETE

(#&)
(i) IRITHEH

AEBREEFNRRYT
& BB T AR R
HEERR - ERRTT
EEFNARLT  BEEE
%EHHT\@ijE%'TEFFﬂE
RRBEITTEEZER -

N =E

AEEEREBETEMNEQE
BEx(RHE21)HR ‘?HE?T'J"
R\ o B B BRI K R 2
H%EHE\/HEEEWEK?IJXHEMH@
ZRERNFES -

AEEzBERENRERE
RHRTERZFPHNEE
[eg

AEBE A EFBHEKRNERE
B - B R F B RRE) R TE AT
EE A -

(i)  FEER

TRALAEEORT
RN R |G
HAR e A =B -

2024
Effective

RMB’000 interest rate RMB’000
ARBBTR BRRFI% AREFIL

1,178,358 0%-0.375% 1,256,892
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31.

FINANCIAL RISK MANAGEMENT AND FAIR
VALUE OF FINANCIAL INSTRUMENTS
(Continued)

(b) Interest rate risk (Continued)

(i)

Sensitivity analysis

As at 31 December 2025, it is estimated that
a general increase/decrease of 100 basis
points in interest rates, with all other variables
held constant, would increase/decrease the
Group’s profit after tax and increase/decrease
the Group’s retained profits by approximately
RMB8,838,000 (2024: increase/decrease the
Group’s profit after tax and increase/decrease
the Group’s retained profit by RMB9,428,000).
Other components of equity would not be
affected by the changes in interest rates.

The sensitivity analysis above has been
determined assuming that the change in interest
rates had occurred at the end of the reporting
period and had been applied to the exposure
to interest rate risk for non-derivative financial
instruments in existence at that date. The 100
basis point increase or decrease represents
management’s assessment of a reasonably
possible change in interest rates over the
period until the end of the next reporting period.
The analysis is performed on the same basis for
year 2024.

31. 2REREEREMIAZ
DEEE)

A== b (4K

(i)

BRE DT

R_ZE-_AF+ = A
=+—8 & &
Fr Hfh B H 4518
ZERAT  FMEERELE
F+/ T B& 100 18 £ B 1
SALEE BB % E
g, WL RAEE
ZAR BB & A3 R A
4 A R ¥ 8,838,000 JT
ZEWF KK
E 2 B Fi 18 0m F 3 a0,
BAORAERZIRB G
Ao, m b AR
9,428,0007T ) °

HZH o #Ere =R HE
BE -

LB RERES T IERE
FlREEERMER
BE - WEEARZAB
HEEZHFTESRMT
BAAZZAERR -
1001E £ B 2 3818 =X BX 1@
REEEREZ T ER
EHRPRAMNE 2 AE
A RE BB PTIE < BT 1 o
ZEZENDTENR
FEE Ry AT o
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FINANCIAL RISK MANAGEMENT AND FAIR
VALUE OF FINANCIAL INSTRUMENTS
(Continued)

()

Liquidity risk

Liquidity risk is the risk that the Group will encounter
difficulty in meeting obligations associated with
financial liabilities that are settled by delivering
cash or another financial asset as they fall due. The
Group’s policy is to regularly monitor current and
expected liquidity requirements and its compliance
with lending covenants and to ensure that it
maintains sufficient reserves of cash and adequate
committed lines of funding from banks to meet its
liquidity requirements in the short and longer term.

The following table details the remaining contractual
maturities at the end of the reporting period of the
Group’s non-derivative financial liabilities, which
are based on contractual undiscounted cash flows
(including interest payments computed using
contractual rates or, if floating, based on rates
current at the end of the reporting period) and the
earliest date the Group can be required to pay.

e MR

For the year ended 31 December 2025
HE_Z_RFE+_A=1+—RHILFE

31. 2REREEREMIAZ

DEEE)

()

RBEEER

mEBETRREAEERE
TEBUARERXNT AR EM
TREEAEIHZERMEE
EHREINAENAR - N&E
B2 MR AT RERRERE
HZRBDESFRLEEBTE
REK) 2 ER - AERAEE
MR TR IR W R R R
THEGEIREEAES - ARN
HEMERERZRPEST
K o

TRABFHIAEE ZFTES
MEERREHRZHBTER
HARR o b I ER A RFTE RRE
AReRE(BRREARMN
(S RFEFE - BER
BERARNRITHNE)FEZ
BT R) R A B AT REZA Y
R &xFHHEHE -

2025
k- S 12

Contractual undiscounted cash flow

ARFERERRERE

More than More than
Within one one year two years
Carrying yearor  butlessthan but less than Over five
amount  on demand two years five years years Total
—-Fhy  BB-FE  BAREE
REE  REREE SRWE SREE BELE e
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
AEETT  ARETR  ARMTR  ARETn  ARETR  ARETR
Non-derivative financial liabilities FEfT4 £MEE
Trade and other payables ERESREMNE 67,876 67,876 - - - 67,876
Lease liabilties HEakE 215 217 - - - 217
Dividend payables FERRE 178,834 178,834 - - - 178,834
246,925 246,921 - - - 246,927
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FINANCIAL RISK MANAGEMENT AND FAIR 31. eREMEEREMITAZ
VALUE OF FINANCIAL INSTRUMENTS NEE(E)
(Continued)
() Liquidity risk (Continued) (c) RBELRAR(E)
2024
—BIME
Contractual undiscounted cash flow
AREAERRSTE
More than More than
Within one one year two years
Carrying yearor  butlessthan  but less than Over five
amount on demand two years five years years Total
—FRg BR-EE BBRER
EE BELRE PRFE PRAE RRRF &8
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETTL ARETTL AREBTT AREFT AREFT
Non-derivative financial liabilities JfT4£2MEE
Trade and other payables ERNESREMTE 140,717 140,717 = = - 140,717
Corporate bonds NG [-¢ 1773 1,908 - - = 1908
Lease liabilties HERE 4113 3809 355 - - 4164
146,603 146,434 355 - - 146,789
(d) Currency risk (d) EX¥@EE
The Group’s PRC subsidiaries transact in RMB, REBHFEFBRRINUAR

(e)

and the Company and other subsidiaries mainly
transact in HK$. Management considers the Group’s
exposure to currency risk is not significant.

Estimation of fair values
Financial assets and financial liabilities

For financial assets and financial liabilities that
are liquid or having a short-term maturity, it is
assumed that the carrying amounts approximate
their fair values. The assumption is applied to trade
receivables, other receivables, contract assets, trade
and other payables, and bank balances without a
specific maturity. For other financial instruments
(including corporate bonds), the fair values are
determined in accordance with generally accepted
pricing models based on discounted cash flow
analysis.

(e)

BETRS  MARA REAM
MEBARRAEZABITETR
5 HEBERR  AKEM
EERHNEBRRL TEK -

DR EM-E

BRI PEEZEREE
ke@mBENRREFTER
RNPHERE - ZRREBNE
RFEIMAZEEESHHIA
HMEWHE AREE - &
NE S REAMRERIBRTE
e ERNEMERTA(ERE
RAEMESR) - ERAFETIRE
AREBRUEFEL ARGIRR
ERENTRELE -
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32. CRITICAL ACCOUNTING JUDGEMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

(@)

Key sources of estimation uncertainty

In the application of the Group’s accounting policies,
which are described in note 2, the directors of
the Company are required to make judgements,
estimates and assumptions about the carrying
amounts of assets and liabilities that are not readily
apparent from other sources. The estimates and
associated assumptions are based on historical
experience and other factors that are considered
to be relevant. Actual results may differ from these
estimates.

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

e MR

For the year ended 31 December 2025
HE_Z_RFE+_A=1+—RHILFE

(@)

32. AR SR HIER A E THE
2z

BRR
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BMINPE2FT A - A A S
EEFRRE  ARBEFEA
HAREEBEMIREE 2B
ENBEREEELHE - &
A RB® - ZEHE RBRMR
RIVIR BB E L5 K EMRR
REBEZRAEMIEL - BRE
RAJBEBRIRZFMbRT
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32. CRITICAL ACCOUNTING JUDGEMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

(a) Key sources of estimation uncertainty (Continued)

(i)

Estimation of impairment of trade receivables
and contract assets

The Group estimates the loss allowances
for trade receivables and contract assets by
assessing the ECLs. This requires the use of
estimates and judgements. ECLs are based on
the Group’s historical credit loss experience,
adjusted for factors that are specific to the
debtors, and an assessment of both the current
and forecast general economic conditions
at the end of reporting period. Where the
estimation is different from the original estimate,
such difference will affect the carrying amounts
of trade receivables and contract assets and
thus the impairment loss in the period in which
such estimate is changed. The Group keeps
assessing the expected credit loss of trade
receivables and contract assets during their
expected lives. As at 31 December 2025,
the carrying amount of trade receivables
and contract assets was approximately
RMB40,212,000 (2024: RMB26,186,000) and
RMB26,144,000 (2024: RMB26,367,000).
Details of the impairment of trade receivables
are disclosed in notes 17 and 31(a).

32. AR SR HIE R E THEE
2 EEZRIF(E

(a)

flET NHEE M 2 T ERIF ()

(i)

BREGHERERE
EZmEGa

AEBFEBFTHELHE
EBEBMGHTERRKE S X
HREREEREIERE
#H HmERMGHRHA
B - HAAEEBEDR
BASEMNBEEERS
BEH(REBEARER
RELAE) RN HEH
REEATRFEHEERL
BRI 2 A mE L o
fist 1 51 B2 ¥ A 1 7T 3R
=2 BHUZELyE
FEWE ZHRBERARE
EMERE At g
CEZEMET M
R ERE  AEER
BRESHEREGRE
ENEHGFEHRRNEGE
HEBHEEBBRET
FHo-RZEZRHF
+=—A=Z+—8  EK
BESRERAREE
MEEENAARE
40,212,0007c(=ZE =M
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32. CRITICAL ACCOUNTING JUDGEMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

(@)

(b)

Key sources of estimation uncertainty (Continued)
(i)  Warranty provisions

The Group does not make provision for product
warranties arising from sales of EP products
and equipment, taking into account the Group’s
recent claim experience and past experience of
the level of repairs. In addition, the Group has
also received product warranties in respect of
those products and equipment supplied from
its suppliers, and the scope of the product
warranties (including warranty periods) are
the same as those the Group offered to its
customers. It is not indicative of future claims
that it will receive in respect of past sales.

Critical accounting judgements in applying the
Group’s accounting policies

In determining the carrying amounts of certain assets
and liabilities, the Group makes assumptions for the
effects of uncertain future events on those assets and
liabilities at the end of each reporting period. These
estimates involve assumptions about such items as
cash flows and discount rates used. The Group’s
estimates and assumptions are based on historical
experience and expectations of future events and are
reviewed periodically. In addition to assumptions and
estimations of future events, judgements are also
made during the process of applying the Group’s
accounting policies.

e MR

For the year ended 31 December 2025
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32. AR SR HIE R E THEE
2 EEZRIF(E

(@)

(b)

At A EEE 2 EEHR(E)
(i)  RIGHEE
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32. CRITICAL ACCOUNTING JUDGEMENTS 32. FAREHAIBRETTEE
AND KEY SOURCES OF ESTIMATION HZ2EERRFE(E)
UNCERTAINTY (Continued)

(b) Critical accounting judgements in applying the (b) ERAXREEZEFTBRESE
Group’s accounting policies (Continued) B EESHE(E)
() Income taxes () A
The Group is subject to income tax in Hong AEBEBERB AN
Kong and various taxes in the PRC. Significant S8 MR BEAESN
judgement is required in determining the TRFIE - RETHIE
provision for taxation. There are many BERAELEXA
transactions and calculations for which the B o M —MEBBRES
ultimate tax determination is uncertain during GEEZRX S RTE
the ordinary course of business. The Group FERENEEERE
recognises liabilities for anticipated tax issues TEEM - AEBEBE
based on estimates of whether additional tax EBABMBINGIE 2
will be due. Where the final tax outcome of HETMBEBAME EEHE
these matters is different from the amounts REE WELlEF
that were initially recorded, such differences BB ERERZYIR
will impact the income tax and deferred e BMEMTRE A
tax provisions in the period in which such BEERTEEL BB
determination is made. BT HEZ FrEN &R

FERE IR AR
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32. CRITICAL ACCOUNTING JUDGEMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

(b) Critical accounting judgements in applying the
Group’s accounting policies (Continued)

(i)

Withholding tax on the distributable profits of
the Company’s subsidiaries established in the
PRC

On 16 March 2007, National People’s Congress
approved the New EIT Laws which was
effective from 1 January 2008. According to
the relevant regulations of the New EIT Laws,
when a foreign investment enterprise distributes
dividends out of the profits earned from 1
January 2008 onwards to its foreign investors,
they are subject to the PRC Enterprise Income
Tax. The applicable income tax rate varies with
the origin of the overseas investors.

The Group’s determination as to whether to
accrue for withholding tax from distribution
of dividends from its subsidiaries established
in the PRC according to the relevant tax law
and regulations is subject to judgement on
the timing of the payment of the dividends.
The estimation process is highly based on
assumptions, which are influenced by projected
future market and economic conditions and
future financing requirements of the Group, and
it is not probable that these subsidiaries will
distribute dividends in the foreseeable future.

For the year ended 31 December 2025
HE_Z_RFE+_A=1+—RHILFE

32. AR SR HIE R E THEE
2 EEZRIF(E

FERAEE S BEREHF
2 ERE R HE (8)

(i)

72 B ERE T B
JB A A8 5 R I
5

R-BELF=HA TR
A 2BARRKREXE
BB TCHREEMRGHR
B WRZFTNF—
H—BRBAER - RIECGH
TEMGPE)CERR
E o PERA R
BRXARIIREED
KB -_ZEZNF—A—
B E A 208 M AIE R K
B BERKRPELE
PG - ARBINGE &
BEMREZ TR RE
AARZFEHRE

AEBREER BN
BRI R B ROARET IR
H 0 o BB 3L 2 P B
AR A B K 3 2 TR
B 78 5K BB H B
BIfEH HIET - BREGE
BRERANREE EERR
R BRBREMEFR
KT 5 R ARSI K2
AEBAREBEFTRKY
2. AZFWBARAR
A] 5K K 3% BB H A
BEMEARIE o
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For the year ended 31 December 2025
HE_Z-_AFT-_A=1+—HILLFE

33. COMPANY-LEVEL STATEMENT OF

FINANCIAL POSITION

NON-CURRENT ASSETS
Equipment
Right-of-use assets
Investments in subsidiaries

CURRENT ASSETS
Deposits

Amounts due from subsidiaries

Cash and bank balances

CURRENT LIABILITIES
Accruals and other payables
Dividend payables
Corporate bonds
Lease liabilities

NET CURRENT ASSETS

TOTAL ASSETS LESS
CURRENT LIABILITIES

NON-CURRENT LIABILITIES
Lease liabilities

NET ASSETS

CAPITAL AND RESERVES
Share capital
Reserves

TOTAL EQUITY

FRBEE

&

EREEE
RETB AR ZKE

REBEE

o

P& LT S I 1 ) 9 3R IR
B RIRTTHEER

REEE
FEsT B A R E e 5R
FERT RS
RAENES
HERE

REEEFRE

BEERRBAEE

FREBEMR

BEERE
AR
LN
fFE 1

EENE

33. AREMEA IR R

2025 2024

—EHE —ZE 4

Notes RMB’000 RMB’000
Kt AR®ET AREFIT
25 139

190 1,409

16 396,043 406,041
396,258 407,589

167 307

283,663 290,788

68 187

283,898 291,282

104,523 96,629

178,834 -

21 - 1,773
215 1,019

283,572 99,421

326 191,861

396,584 599,450

- 353

- 353

396,584 599,097

23 91,718 91,718
24 304,866 507,379
396,584 599,097
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FROM FINANCING ACTIVITIES

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

activities.

At 1 January 2024 RZZ-mE—A—H

Changes from financing cash flows: MERSTE2£E :

Advance from a related company REBH NGB0

Repayment of advance from arelated (BB BE AR 2 B
company

Settlement of lease liabilties EEHEaRE

Interests paid on corporate bonds ERAEESHE

Redemption of corporate bonds BOARIER

Total changes from financing BERSMELEDEE
cash flow

Effect of change in foreign IEEREE HE
exchange rates

Other changes: Rfpgs

Effective interest expenses BUAERS

Addition to lease liabilities HESBEEM

Debt capitalisation EBERL

Loss on early redemption of RABOATREAFNER
corporate bonds

At 31 December 2024 and RZZ-ME+_A
1 January 2025 =+-BR-ZT-8fF

Changes from financing cash flows: BERSTE2EH :

Advance from related companies REBH NG 220

Repayment of advance from related B EE AT 2 B3
companies

Settlement of lease liabilities BENERE

Declaration of dividends ERRE

Interests paid on corporate bonds ENARERHE

Redemption of corporate bonds BEOARESR

Total changes from financing cash flow BER4LRE £8EE

Effect of change in foreign exchange rates JMEE R &g 7 32

Other changes: Efh5)

Effective interest expenses BRFEAZ

Lease modification HEEY

At 31 December 2025 m:§;£¢+:ﬂ

=T—H

34. RECONCILIATION OF LIABILITIES ARISING

e MR

For the year ended 31 December 2025
HE_Z_RFE+_A=1+—RHILFE

34. MEESREEAEZHIR

TRANACSEREZBMEES
B2 28 DERe MRS S
B RAEHNELRERRE)
BHrESRBOERARAS AR
BERGeRERERIEARE
EEELNERERE
Amounts due
to related Lease Corporate Dividend
companies liabilities bonds payables Total
FEAH B 2 R
RE HEAR DAESF EfRE o
(Note 19(b)) (Note 20) (Note 21)
(Hi#190)) (Hi#20) (Hizo1)
AMBOOO  RMBOOD  RMBOOD  AMBOD  AMBOW
ARETT  ARETR ARETR ARETT ARETR
62,217 1,179 32,665 - 96,061
11,998 - - - 11,998
(3,216) - - - (3,216)
- (3,651) = - (3,651)
- - (1,264) - (1,264)
- - (19,119) _ (19,119)
8,782 (3,651) (20,383) - (15,252)
1,455 28 153 - 1,636
- 263 1,071 - 1,334
- 6,294 - - 6,294
- - (11,806) - (11,806)
- - 73 - 73
72,454 4,113 1,773 - 78,340
6,707 - - - 6,707
(76,008) - - - (76,008)
- (3,444) - - (3,444)
- - - 179,434 179,434
- - (55) - (59)
- - (1,829) - (1,829)
(69,301) (3,444) (1,884) 179,434 104,805
(1,728) (19) (22) (600) (2,369)
- 36 133 - 169
- (471) - - (471)
1,425 215 - 178,834 180,474
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Notes to the Consolidated Financial Statements

35.

36.

IMMEDIATE AND ULTIMATE CONTROLLING
PARTY

The directors of the Company consider the immediate and
ultimate controlling party of the Group to be Praise Fortune
Limited, which is incorporated in the British Virgin Islands.
This entity does not produce financial statements available
for public use.

POSSIBLE IMPACT OF AMENDMENTS,
NEW STANDARDS AND INTERPRETATIONS
ISSUED BUT NOT YET EFFECTIVE FOR THE
YEAR ENDED 31 DECEMBER 2025

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

HKFRS 9 and HKFRS 7
(amendments)
ERUBAEENEONREBYBATENETS.  SRIASBEAE(ETE)
HKFRS 1, HKFRS 7, HKFRS 9, HKFRS 10
and HKAS 7
BRUBREENET, BB BREENETT -
BEYBREEAESS  BEYHREER
FIORRBBGHEETS

Volume 11

35.

36.

Classification and Measurement of Financial Instruments

Annual Improvements to HKFRS Accounting Standards -

BEMBREEN S RANFELE - S 111

BEERREERNS

ARREBEERE  AEBZEE
DHEEESFAREBELHSE
= it X 32 2 2 &) Praise Fortune
Limited - Z BRI EFRAIHAR
B ZHEREK ©

ERMEREE=2
+-A=+—HLE
ERZELA -
B2y E

HEZSERAUBERETIZAE
EASHMMASEBHE TRER
TE-RE+-_RA=+—HIEE
A AR A B I S AR A B IS IR
K REMOEETA ~ ER RZ
B HdhBEUTAEEARERS
& -

pit:3
a
R

| |

\

A
m
=

S

Effective for
accounting periods
beginning on or after
RUTBHs 2 &R taH
SHHREN

1 January 2026

“2-x%-A-H
1 January 2026

2= F-A-H

HKFRS 9 and HKFRS 7 Contracts Referencing Nature dependent Electricity (amendments) 1 January 2026
ERNBREEAZORREAUBRELANETR  SREBEBARENNEN(BIX) ZE2oRE-A-R
HKFRS 18 Presentation and Disclosure in Financial Statements 1 January 2027
BAINBREENZ 1857 BBRENZSIRRE “E-t5-A-H
HKFRS 19 Subsidiaries without Public Accountability: Disclosures 1 January 2027
ERIHREENF 195 FAAXTEANBAR : KR T tE-A-H
HKFRS 19 Amendments to HKFRS 19 Subsidiaries without Public 1 January 2027
Accountability; Disclosures
EERBREEE19% BANBREEAZ1FFARRAEANBAR : RENEITA —T-+F-A-H

Hong Kong Interpretation 5

Presentation of Financial Statements - Classification by the

1 January 2027

Borrower of a Term loan that Contains a Repayment on

Demand Clause (amendments)
FBRRNZI-BRAE DR REXEERTNERERNA A

BRRREN
CHES)
HKFRS 10 and HKAS 28

ERMBRE RS 10K REB G ENF 285

Sale or Contribution of Assets between an Investor and its
Associate or Joint Venture (amendments)
REZREMBNAFIAECE ANEENEXRA(BITR)

“2-+%-A-H

A date to be determined
by the IASB

AReEAREeET
A
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36. POSSIBLE IMPACT OF AMENDMENTS,

NEW STANDARDS AND INTERPRETATIONS
ISSUED BUT NOT YET EFFECTIVE FOR
THE YEAR ENDED 31 DECEMBER 2025
(Continued)

The directors of the Company are in the process of
making an assessment of what the impacts of these new/
revised HKFRS Accounting Standards and interpretation
are expected to be in the period of initial application. So
far it has concluded that the adoption of them is unlikely
to have a significant impact on the consolidated financial
statements except for HKFRS 18 — Presentation and
Disclosure in Financial Statements which may have impact
on the entity’s results and/or financial position. Details
regarding the impact of HKFRS 18 are set out below.

HKFRS 18 - Presentation and Disclosure in Financial
Statements

HKFRS 18 will replace HKAS 1 — Presentation of financial
statements, introducing new requirements that will help
to achieve comparability of the financial performance of
similar entities and provide more relevant information and
transparency to users. Even though HKFRS 18 will not
impact the recognition or measurement of items in the
consolidated financial statements, HKFRS 18 introduces
significant changes to the presentation of financial
statements, with a focus on information about financial
performance present in the statement of profit or loss,
which will affect how the Group present and disclose
financial performance in the financial statements. The key
changes introduced in HKFRS 18 relate to (i) the structure
of the statement of profit or loss, (i) required disclosures
for management-defined performance measures (which
are referred to alternative or non-GAAP performance
measures), and (i) enhanced requirements for aggregation
and disaggregation of information.

The directors of the Company are currently assessing the
impact of applying HKFRS 18 on the presentation and the
disclosures of the consolidated financial statements.

36.

e MR

For the year ended 31 December 2025
HE_Z_RFE+_A=1+—RHILFE

CEGERBZ-_F_"_1F
+-—A=+—BLFERK
EWZIERTA » FERIRE
B E(E)

ARREFRIEFEZSHAT K
(BRI &M B HmE LR ER R
EEBANEAERSRNZE -
2SRt HRREMZFEA R
BREIARGEHEAMBRRES
BEAFE HBEEMBERELE
185k — M KR B 2 51 Ko 3% 58 Al /e
SHERBNEER RUBRRE
TE BHBEMEHmELERE
185 2 R EFBHII T

ERPBHREERE185 - MR
RWZIIRIKE

FEWBREEAF18HRHNKE
BEFEREIR -MHERENZ2
5 SIAFARE NERBEER
MPBRBRANELR Y RERE
RHEEEAMBAENERENER -
BEBBMBREENFE18HFHT
X ERAMBHMERIAR MR
AHE BEBYHRELERE185
R BEHRNOZ2IEIAERES -
EERBRaRP2INNUBHRRE
o BEEERNKE R ®RE
REIREEMBRANTN - &
BMBREENFEISHEIIANEIE
HE)S R ()BmRORE  (NEEE
REMFEFTEFE/SERKIER
REFTRAIREE) R TEWE
R (iii) b5k B FHEE 48 e A D R B SK e

ARREZHEFNHEBBENH
EREAF1SRE R A M B RKE
2IRBEEOTE -
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For the year ended 31 December 2025
HE_Z-_AFT-_A=1+—HILLFE

37. JOINT ARRANGEMENT

Joint operation

During the year ended 31 December 2024, the Group
entered into several agreements with PowerMeta to
carry out provision of decentralised disaster recovery
storage solution within digital currency blockchains (i.e.
decentralised disaster recovery storage network in Web 3.0
(“DR network”)) through a joint arrangement. PowerMeta is
the Group’s related company of which Mr. Lucas Wu Perez
is the sole and ultimate beneficial owner of PowerMeta,
and Mr. Lucas Wu Perez is also the minority shareholder
of the Company’s former subsidiary.

In accordance with the agreements, the Group is
responsible for providing a maximum of 1,820,000
Filecoins which will be used as collateral in the DR
network. PowerMeta is responsible for the construction,
operation and technical maintenance of the DR nodes
and the DR network. PowerMeta is also responsible for
providing Filecoins as network Gas fees, Datacap real data
acquisition costs and other operational costs required for
the operation and maintenance of the DR network. This
joint operation has a duration limit of 540 days.

After reimbursing PowerMeta for the Filecoins provided
for the operation and maintenance of the DR network,
the Group and PowerMeta shall share the Filecoins to be
awarded equally.

Under the joint arrangement with PowerMeta, income
derived from the joint operation, and the costs and
expenses from the joint operation are recognised and
assumed by each party independently; while the assets
provided by each party and the related liabilities are also
recognised and assumed by each party respectively.

On 31 December 2024, the Group’s joint operation was
disposed of through the disposal of a subsidiary (see note
25).

EFE AEEBRBEELHHE
PowerMetaz] 32 & T % © AR E
FTEERBE AR D AR E# IR
B RERARTT R (BlWeb 3.0 8K
XK HEMEFFEMEEIDRASE ) -
PowerMeta & 7~ & & /) B B 2 7] -
Lucas Wu Perez %t £ & PowerMeta
M — RERETEA A - Blucas
Wu Perez £ TN AR QB RIH B A
AW D ERRER -

BEZEHSE  AEEAEERM
B % 1,820,000 fE JE £ ¥ - Z &
JELMS S E DR 2 IR & o
PowerMeta & & DR £ 2 & DR 4
BHER - BEEREWHEE-
PowerMeta i B B IR IELEE R
4% Gas®E - Datacap B i 15 JE HL
BN N DRAG AR 18 & Tl 4 s P i Y HL
B AR o LR LEEB540KH
FHEHR -

RE & PowerMeta ADRAIAS B B 1T
DRI AIERL TR A&EE
K PowerMeta #5 5 #5 & 15 & JE 44
e

1B ¥ B PowerMeta 7] M B9 & & &
BE o HEELMERA LR ERK
EEANKNARAYHSITNAE
VHERREE MBSO REE
MEENMEBEETHRISITOFE
B R N R o

RZZFE-_WMF+-_A=+—H &
EENHERLLEEEAEE MK
BRRTFALE(RKIFE25) -
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38. EVENTS AFTER THE REPORTING PERIOD

The following significant events took place subsequent to
31 December 2025:

Entered into artificial intelligence assets (“Al Assets”)
procurement agreement

On 5 January 2026, a subsidiary of the Company entered
into the Al Assets Procurement Agreement with Chengdu
Qingshu Technology Company Limited (5 #85 & &l & &
fR 2 A]) in relation to procurement of the Al Assets at the
consideration of RMB30,554,900. Such consideration
covers all expenses involved in relation to the Al Assets,
including related technical and engineering services,
design, materials and accessories, testing, packaging and
warranty services.

Further details of this procurement agreement are set out
in the Company’s announcement dated 5 January 2026.

e MR

For the year ended 31 December 2025
HE_Z_RFE+_A=1+—RHILFE

38. H{EHREIE

RZE_RAF+—A=1+—H#E®E
EMEXREMHFMOT

AYATE#REE(TAIEE RS
1#h =

RZZE-_AF—HAAAB ' AQF—
BB R R EKHBEHEEEERA
RIBFABERERSE  NAEH
AR B A R #30,554,900 T FR BB Al
BE ZERERZEAEERHS
WArERY @ BEEERmEITRE
BRTS ~ &%Et - MR REHE - AR
B MRBRT ©

AREWZNE - FFBERAL
AHAR-_Z_R"E—ARBEHA

oo
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BHE

The following is a summary of the consolidated results and the

consolidated assets and liabilities of the Group for the last five RABEERBERE -

financial years.

CONSOLIDATED RESULTS

Continuing operations:

Revenue

Profit before taxation
Income tax expenses

Profit/(loss) for the year

BREERY
WA

BR DA 7
SRR

FErEf,/ (BR)

HmERKR

For the year ended 31 December

BE+-A=+-HLFE

TERA/NKEBEREAVRFEZLRAEER

CONSOLIDATED ASSETS AND LIABILITIES

Total non-current assets
Total current assets

Total assets
Total liabilities

Net assets

FRBEELE
mBEERE

EE®E
AfReE

AEFE

2025 2024 2023 2022 2021

“S-hRE -—TomgE  —Eo=f 2o —T”—
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARBTT ARETT AR®TT ARETT ARETR
242,560 251,507 220,336 155,568 38,158
13,561 27,443 6,119 156 8,300
(5,749) (9,908) (4,668) (1,055) -
7,812 17,535 1,451 (899) 8,300

EEEHEAEHE
As at 31 December
W+=B=+—H

2025 2024 2023 2022 2021
2R -—T-mE -—E-=F -—FE--F -—T-—F
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARBTT ARETT AR®TRT ARETRT ARETR
1,118 6,129 4,362 2,130 1,541
1,245,400 1,309,769 1,288,363 1,250,479 1,228,519
1,246,518 1,315,898 1,292,725 1,252,609 1,230,060
(250,144)  (151,016)  (155,282)  (131,978)  (100,449)
996,374 1,164,882 1,137,493 1,120,631 1,129,617
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