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-2 .- FIVE-YEAR FINANCIAL SUMMARY
ol |t S

A summary of the results and assets and liabilities of the Group for AEBPBERBAMRFENEEREERE
the last five financial years, as extracted from the audited consolidated B E&EH 70T ik E KL EZE A %R
financial statements, is set out below. FKe

RESULTS ¥E

Year ended 31 December
BZE+-A=+—HLEE
2025 2024 2023 2022 2021

—ECRE —ZToNFE —TB-=-F —TE--—F —TE-—%F
(RMB’000) (RMB’000) (RMB’000) (RMB’000) (RMB’000)
(AR®ETx) (ARETFIT) (ARETT) (AREFT) (AREFT)

Revenue Yk 323,637 233,908 107,988 222,801 257,043
Gross profit EF 194,330 131,786 59,634 144,015 166,614
Profit before income tax R BT1S30 A1 g ) 109,995 73,244 21,146 103,763 117,144
Profit and total KABHER AEEF

comprehensive income for  AUEFI & 2 EK

the year, attributable to Fak]

owners of the Company 89,256 59,703 17,573 81,565 85,613

ASSETS AND LIABILITIES EEREE

As at 31 December
R+t=HA=+—H
2025 2024 2023 2022 PAOYA

—¥-EF TN ZFo=F ZF-CF ZE-F
(RMB'000)  (RMB'000)  (RMB'000)  (RMB'000)  (RMB'000)
(AR®TR) (AREFT) (ARETT) (AREFI) (ARRTT)

Total assets BERE 1,169,660 921,193 796,655 757,787 622,664
Total liabilities BEGE 537,675 378,290 325,465 304,170 234,480
Total equity RS 4EEE 631,985 542,903 471,190 453,617 388,184

2025 F 4R « BABRRHIER AT 5



CHAIRMAN'S®
STATEIMEN],

LIU ZEMING 252 8%
CHAIRMAN AND EXECUTIVE DIRECTOR

IEFRPTES

Dear Shareholders: B IR

On behalf of the Board of Directors, | am pleased to present the AAZEARXREESEMARL2HE_T_-_1F
annual report of the Group for the year ended 31 December 2025. TZA=T—HBLEFEZFERE-
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REVIEW

In 2025, the global economy continued to face pressure under the
challenges of multiple structural factors, persistently high interest
rates, and intensified geopolitical risks. Nevertheless, through the
effective execution of strategic cooperation and its operating model,
the Group demonstrated strong operational resilience. The Group’s
annual revenue reached approximately RMB323.6 million,
representing an increase of approximately 38.3% compared with the
previous year. Net profit increased significantly by approximately
47.5%, reaching approximately RMB88.5 million, while the gross
profit margin further improved to 60.0%. These results fully reflect
the high quality of our business development and our solid leading
position within the industry.

As the only company in Laizhou City, Shandong Province holding a
hazardous waste business license, the Group has actively promoted
industrial upgrading through technological research and development.
The steady commencement of production for new product lines marks
a breakthrough in the comprehensive utilisation of hazardous waste
from gold mines. This has not only directly driven performance growth
but also allowed the Group to establish strong competitive barriers in
its circular economy layout.

STRATEGIC EXTENSION AND EMPOWERMENT
THROUGH SCIENTIFIC RESEARCH

Guided by the strategy of “extending the industrial chain”, the Group
reached a major milestone in the fourth quarter of 2025 with the
official commissioning of its new sulfamic acid and magnesium
fertiliser production lines. These projects effectively convert self-
produced sulfuric acid into high value-added products, further
diversifying our revenue streams.

At the same time, we firmly believe that technological innovation is
the core engine of industrial upgrading. During the year, the Group
established the “Joint Laboratory for Gold Tailings Resource
Utilisation” with Shandong University and was recognised as a “One
Enterprise, One Technology” R&D Centre in Yantai City. Furthermore,
our core technology was selected for the “Catalogue of Advanced
and Applicable Technologies for Mineral Resources Conservation and
Comprehensive Utilisation (2025 Edition)” issued by the Ministry of
Natural Resources of the People’s Republic of China, further
consolidating our technological “moat”.

CHAIRMAN'’S STATEMENT
EREHRE

E)]

“ECLF O EHEBEEZEEBERE A
KU REBURE MBI KET  #548&
ERED-BEWL AEEBREE BRITE
BEAEREERA REHBRANKLEHE-
AEBEFRAZEINARE32Z6ET &
EFHERH38.3% : AFRIKIE EFH#)47.5%
ERARKSSAETL EMKRITE — TR
THE60.0% - ELRRTDEIR T RIIFEH
ROREEURETEANNBEREIA

ERILRAFINT I ERREY KL LT
FERRAR AEBBREBEMHAEHESER
FR-MEMGORBRRE SR RMAES
BEEEMEENALREEARE TEH
ERHTEREER ERKEERREHENM
BERBRHEAMNZEFEES-

BB & 3EE {r B BT R

EIEmERRE] BRERNSIET AREE-F
“EFENFELARTERERE 2HHOR
ERBEMRECEESREARE-ELXBEEA
M EERBRB(CREMNEER E—F
BERTWAKENZ T

[ B - RAPVR (S B AT R E X T R M0 5l
Z-FR AKERILRABRYT [BEERE
BRICBMEERE] TERTRES™M—1
— BT ) B L e S RAPTEY D AT AGE
TERBRAERIEMH (BEE RN ELR
A R S B A Rl B 8% (2025 M) ) - E—
HRE T AR BT o
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CHAIRMAN'’S STATEMENT
ERERE

DEEPEN ESG STRATEGY, LEAD GREEN
DEVELOPMENT

In active response to the national “dual carbon” goals, the Group has
deeply integrated ESG concepts into its governance system. Our
subsidiary was awarded the title of “Yantai Green Factories” in 2025,
reflecting our determination in green manufacturing. Our deep
processing production lines continue to demonstrate the advantage of
“negative energy consumption”, providing solid support for the
realisation of a circular economy. We will continue to improve our
green production models and create long-term stable value for
shareholders through high-quality sustainable development.

OUTLOOK

In 2026, the Group will continue to seize the historic opportunities
under the "“Fourteenth Five-Year Plan” and focus on the following
directions:

o Dual-Engine Driven Growth: Implement capacity upgrades
and leverage the synergy between capacity expansion and
operations.

° Innovation-Led Diversification: Deepen cooperation with
scientific research institutions, construct a full resource-based
industrial chain, and enhance market competitiveness.

o Comprehensive ESG Implementation: Accelerate green
transformation and contribute to the national goal of green,
high-quality development.

APPRECIATION

The Group's continued success depends on all its employees’
commitment, dedication and professionalism. The Board would like to
thank every employee for their diligence and dedication and to
express its sincere appreciation to the Group’s shareholders, customers
and suppliers for their continuous and valuable support.

HONGCHENG ENVIRONMENTAL TECHNOLOGY COMPANY
LIMITED

Liu Zeming

Chairman and Executive Director

31 March 2026
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BUSINESS REVIEW

Consolidate the Leading Position in the Industry Based
on Our Own Strengths

The Group, based in Shandong province, the PRC, has been focusing
on the treatment of gold mine hazardous waste as well as the
resource recovery and comprehensive utilisation of gold mine
hazardous waste. We collect cyanide tailings (a kind of gold mine
hazardous waste generated in the gold smelting process) from
upstream customers (mainly including gold smelting companies under
gold mining companies engaged in mining operations in Shandong
Province (particularly Yantai City)). Leveraging its own experience and
professional expertise, the Group decomposes hazardous substances
from cyanide tailings and recovers economically valuable resources
such as pyrite concentrates therefrom. To further expand profit
margins and strengthen its capability in comprehensive resource
utilisation, the Group also reprocesses pyrite concentrates with the
addition of other raw materials to produce sulphuric acid, iron powder
and electricity for sale to downstream customers or for use in the
production of downstream products, thereby achieving the
comprehensive utilisation of gold mine hazardous waste.
Commencing from the fourth quarter of 2025, the Group's production
lines for sulfamic acid and magnesium fertiliser have commenced
operation to expand the Group’s product coverage.

The Group is the only company in Laizhou city, Shandong province
that has obtained the Hazardous Waste Business Licence issued by
Yantai Municipal Ecology and Environment Bureau. During the
Reporting Period, a wholly-owned subsidiary of the Group was
successfully included in the 2025 List of “Specialised, Sophisticated,
Unique and New"” (Z &% %1) Small and Medium-sized Enterprises
promulgated by the Department of Industry and Information
Technology of Shandong Province, further demonstrating our leading
position in the industry.

Looking back on 2025, amid the combined impact of multiple
structural factors, the global economy faced significant pressure on its
growth momentum. On the one hand, persistently high interest rate
policies restrained global economic activities; on the other hand,
geopolitical risks exacerbated market uncertainty and exerted a
profound impact on global supply chains and resource allocation.

MANAGEMENT DISCUSSION AND ANALYSIS

BEEENWED T
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MANAGEMENT DISCUSSION AND ANALYSIS

BEENWED T

In the hazardous waste treatment industry, market competition
remained intense, and the industry development was undergoing
severe restructuring and challenges. Meanwhile, the volatility of prices
in the commodity market also intensified significantly. Despite the
severe macroeconomic and industrial operating conditions as well as
the uncertainty in commodity prices, the Group demonstrated strong
operational resilience. Through deepening strategic cooperation and
effective implementation of various operating strategies, all core
financial indicators for the current year still achieved remarkable year-
on-year growth against the headwinds.

For the year ended 31 December 2025, the Group’s revenue and
profit attributable to owners of the Company amounted to
approximately RMB323.6 million and RMB88.5 million respectively,
representing an increase of approximately 38.3% and 47.5%
respectively as compared with the year ended 31 December 2024.

The Group's gross profit increased from approximately RMB131.8
million for the year ended 31 December 2024 to approximately
RMB194.3 million for the year ended 31 December 2025. Meanwhile,
the overall gross profit margin rose from approximately 56.3% for the
year ended 31 December 2024 to approximately 60.0% for the year
ended 31 December 2025.

|
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Establish a resource recycling industrial system, extend
the industrial chain and expand product coverage

To continuously drive business diversification and enhance profitability,
the Group has actively deployed downstream high value-added
products. Commencing from the fourth quarter of 2025, the Group’s
brand-new production lines for sulfamic acid and magnesium fertiliser
have officially commenced operation, which are expected to provide
an annual production capacity of 30,000 tonnes of sulfamic acid and
180,000 tonnes of magnesium fertiliser. These new projects fully
utilise sulphuric acid produced internally by the Group as raw
materials, further strengthening the extension of the industrial chain
and the efficient utilisation of resources. This has not only effectively
expanded the Group's product coverage but also further improved our
circular economy industrial chain, injecting new impetus into
sustainable growth in the future.

The Group has continued to pave the way for the extension of the
industrial chain. During the Reporting Period, a wholly-owned
subsidiary of the Group was recognised as a “One Enterprise, One
Technology” (—1&—#%1ii) R&D Centre issued by the Yantai Bureau
of Industry and Information Technology by virtue of the “Technology
for Harmless and Comprehensive Resource Utilisation of Gold Cyanide
tailings” (B2 S {LtEEBE(EIRE S M A M) and the
"Technology for Recovery and Utilisation of Valuable Elements from
High-Silica Flotation Tailings of Gold Cyanide tailings” (=% &{tE &
=R % R B T R WA A ).

MANAGEMENT DISCUSSION AND ANALYSIS

BEEENWED T
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MANAGEMENT DISCUSSION AND ANALYSIS

BEENWED T

Empower Resource Recycling through Scientific Research
and Lead Industrial Upgrading and Technological
Innovation

The Group has vigorously promoted innovation-driven development
and built competitive advantages for differentiated development.
Centering on the main line of “resource recycling”, it leads industrial
upgrading through technological innovation. During the Reporting
Period, the Group established the “Joint Laboratory for Gold Tailings
Resource Utilisation” with Shandong University to further enhance the
treatment efficiency and technical barriers of gold tailings resource
utilisation. During the Reporting Period, projects under the Group also
successfully obtained approval for the “Special Central Budgetary
Investment for Pollution Control” (FR RFE & 5 R IRIE & HI18)
and the “Special Central Budgetary Investment for the Integrated
Development of Advanced Manufacturing and Modern Service
Industries” (P RIEE AL EREZMRAMBERS HRFI),
marking the high recognition of the PRC government towards the
Group's technological route and development direction.

Deepen the ESG Governance System and Lead the
Circular Economy

The Group has fully integrated the ESG (Environmental, Social and
Governance) philosophy into its corporate strategy and daily
operations, promoted the full integration of ESG governance into the
corporate governance system, and is committed to achieving high-
quality sustainable development. During the Reporting Period, a
wholly-owned subsidiary of the Group was successfully selected into
the 2025 List of “Yantai Green Factories” (/& Z 4% & T &) issued
by the Yantai Bureau of Industry and Information Technology. Projects
under the Group were selected into the “Catalogue of Advanced and
Applicable Technologies for Mineral Resources Conservation and
Comprehensive Utilisation (2025 Edition)” issued by the Ministry of
Natural Resources of the People’s Republic of China by virtue of the
“Technology for Harmless and Comprehensive Utilisation of Gold
Cyanide tailings” (=@ &t BB EE(LERE F A M), This fully
demonstrates the Group’s efforts in thoroughly implementing the
national, provincial and municipal work arrangements for the
development of the green manufacturing system, and has successfully
established an advanced model of green manufacturing, leading the
enterprise towards a green, low-carbon and high-quality development
path.
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OUTLOOK

In 2026, with the continuous and in-depth implementation of the
“14th Five-Year Plan and Outline of Vision 2035 (5 +PU{E T E 1R &l
2035F & 5 BIZ4 Z )" and the continuous strengthening of the
national green development strategy, the Group will uphold the spirit
of pragmatism and enterprise, seize the opportunities of the times,
take the initiative to integrate into the overall national development
and actively promote green transformation and upgrading. To this
end, the Group will focus on the following strategic arrangements:

Drive high-quality business growth with capacity
expansion and industrial chain extension as the dual
engines

To break through the bottleneck of existing capacity approaching
saturation, the Group successfully completed a key acquisition in
February 2026 and obtained a production facility under construction
adjacent to its existing plant in Shandong. Upon the commissioning of
this project, it is expected to add approximately 200,000 tonnes of
sulphuric acid production capacity for the Group and generate
significant logistics and management synergies through geographical
advantages. Meanwhile, by integrating downstream production lines
such as sulfamic acid and magnesium sulphate of this facility, the
Group will successfully extend its business reach to high value-added
products.

Drive diversified development through innovation and
establish a new pattern of the full resource-based
industrial chain

The Group will continue to consolidate the foundation of
technological innovation and focus on technical research and
achievement transformation in the comprehensive utilisation of solid
waste and hazardous waste resources. In terms of business layout, we
are committed to optimising the existing product matrix, expanding
product diversity horizontally and extending the industrial chain
vertically, so as to achieve the collaborative development of multi-
field, multi-category and in-depth resource utilisation, and
comprehensively enhance the comprehensive service capacity of the
entire industrial chain.

MANAGEMENT DISCUSSION AND ANALYSIS

BEEENWED T
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MANAGEMENT DISCUSSION AND ANALYSIS

BEENWED T

Furthermore, the Group will deepen strategic synergy with research
institutions and industry partners. With “maximising the recycling of
renewable resources” as our core objective, we will promote product
iteration through continuous technological upgrading to further
enhance resource recovery efficiency and market competitiveness.
Looking ahead, we will unswervingly empower our business with
innovation, deepen the circular economy development model, and
while comprehensively strengthening our comprehensive competitive
advantages, contribute to the industry’s march towards high-quality
and sustainable development.

Integrate the ESG Strategy to Outline a Blueprint for
Sustainable Development

Faced with the rising global demand for resource recycling and the in-
depth advancement of the national “dual carbon” strategy, the
circular economy industry is embracing historic opportunities. To
actively respond to the national policy directions of “strengthening
the green and efficient utilisation of resources” and “further fighting
the battle to defend blue skies, clear waters and pure lands”, as a key
participant in the industry, the Group seizes the opportunities of the
times, takes sustainable development as the core orientation,
accelerates technological innovation and improves resource recovery
efficiency, so as to ensure steady progress and achieve long-term
development in the new era.

In terms of green production practices, the Group's deep processing
production line for pyrite concentrates demonstrated a landmark
“negative energy consumption” advantage during the Reporting
Period — the electricity generated during its production process
substantially exceeded its own consumption. Based on current
production capacity, this production line can generate electricity
through waste heat recovery, reaching an annual power generation of
39,000 megawatt-hours (MWh). This achievement not only serves as
strong evidence of our efficient resource utilisation and promotion of
energy conservation and emission reduction, but also provides solid
support for the establishment of a circular economy system, and fully
demonstrates our corporate commitment to developing an
environment-friendly economy.

Looking ahead, we will continue to uphold the concept of sustainable
development, firmly promote the implementation of the ESG strategy,
continuously improve green production and operation models, and
contribute to the healthy development of the industry, the
achievement of the national “dual carbon” goals and the creation of
long-term value for the Shareholders.
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FINANCIAL REVIEW

Revenue

MANAGEMENT DISCUSSION AND ANALYSIS

BEEENWED T

Bt %5 [o] 8
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For the year ended 31 December

BEt+t-A=1+—HLEE

2025 2024
—E_RE T F
RMB’000 RMB’000
AR%T R ARKETT
Provision of gold mine RESBEEEED
hazardous waste treatment B IR AR 7%
services 38,769 12.0 41,506 17.8
Sales of pyrite concentrate SHE AT 101,853 31.5 67,663 289
Provision of hazardous waste 2t E EEYA
storage rental services and HERBKEE
rental income Wea 9,603 3.0 9,558 4.1
Sales of products from the SHEIBE R
reprocessing of pyrite BINIER
concentrate and sulphuric
acid 161,731 50.0 115,181 49.2
Revenue from sales of SHE SRR
magnesium fertiliser 11,681 35 - -
323,637 100 233,908 100

The Group principally collects cyanide tailings, which are a kind of
gold mine hazardous waste, from the Group’s upstream customers
and applies our technical know-how to (i) detoxify those wastes to
meet the required safety standards; and (ii) recover and recycle
therefrom resources with economic value for sale and recycling, such
as pyrite concentrate. Moreover, the Group reprocesses pyrite
concentrate into sulphuric acid, iron powder, and electricity, and
further processes sulphuric acid into sulfamic acid and magnesium
sulfate for sale. Since the fourth quarter of 2025, the Group started
to produce and sell magnesium fertiliser. Therefore, revenue of the
Group is mainly derived from (i) provision of gold mine hazardous
waste treatment services; (ii) sale of pyrite concentrate; (iii) sale of
products derived from the reprocessing of pyrite concentrate and
sulphuric acid; and (iv) sales of magnesium fertiliser.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEENWED T

For the year ended 31 December 2025, the Group's total revenue was
approximately RMB323.6 million, representing an increase of
approximately 38.3% as compared to that of approximately
RMB233.9 million for the year ended 31 December 2024. In particular,
the revenue from sales of pyrite concentrate and sales of products
from the reprocessing of pyrite concentrate and sulphuric acid
recorded a year-on-year increase of approximately 50.5% and 40.4%,
respectively, while sales of magnesium fertiliser was a new income
stream for the Group during the Reporting Period.

The significant increase in revenue was primarily and collectively
attributable to: (i) a rise in the selling prices of the Group’s main
products, namely pyrite concentrate and sulphuric acid, during the
Reporting Period, which substantially boosted the Group’s overall
revenue and profitability. The Group’s gross profit margin increased
from approximately 56.3% for the year ended 31 December 2024 to
approximately 60.0% for the Reporting Period; and (ii) the Group’s
commencement of the production and sales of new downstream
sulphuric acid products, namely sulfamic acid and magnesium
fertiliser, in the fourth quarter of 2025, which contributed additional
revenue for the Reporting Period.

Gross profit and gross profit margin

For the year ended 31 December 2025, the Group'’s gross profit was
approximately RMB194.3 million, representing an increase of
approximately 47.4% as compared to gross profit of approximately
RMB131.8 million for the year ended 31 December 2024. This growth
was in line with the increase in revenue during the same period.
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The overall gross profit margin increased from approximately 56.3%
for the year ended 31 December 2024 to approximately 60.0% for
the year ended 31 December 2025. Such increase was primarily
attributable to (i) the increase in gross profit margin of sales of pyrite
concentrate from approximately 60.4% for the year ended 31
December 2024 to approximately 71.8% for the year ended 31
December 2025; and (i) the increase in gross profit margin of sales of
products (including sulphuric acid, sulfamic acid, magnesium sulfate,
iron powder and electricity) derived from the reprocessing of pyrite
concentrate and sulphuric acid from approximately 52.8% for the
year ended 31 December 2024 to approximately 56.4% for the year
ended 31 December 2025. However, the increase was partially offset
by the decrease of gross profit margin for provision of gold mine
hazardous waste treatment services from approximately 60.2% for
the year ended 31 December 2024 to approximately 51.9% for the
year ended 31 December 2025.

Other income

Our other income mainly comprises (i) agency service income from
acting as an agent that facilitates the trading of magnesite materials,
stones and gold/silver concentrates between a third-party supplier and
customers; and (i) government grants. Other income increased from
approximately RMB1.3 million for the year ended 31 December 2024
to approximately RMB1.6 million for the year ended 31 December
2025. Such increase was mainly attributable to the increase in
government grants as compared to the previous year.

Selling expenses

Our selling expenses mainly consist of (i) entertainment expenses; (ii)
employee salary and benefit expenses for our sales team; and (iii)
promotion expenses. For the year ended 31 December 2025, the
Group's selling expenses were approximately RMB5.2 million,
representing an increase of approximately 147.6% as compared to
that of selling expenses of approximately RMB2.1 million for the year
ended 31 December 2024. The increase was mainly due to the
increase of approximately RMB2.2 million in entertainment expenses
and the increase of approximately RMBO0.8 million in promotion
expenses as compared to the previous year.

MANAGEMENT DISCUSSION AND ANALYSIS
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MANAGEMENT DISCUSSION AND ANALYSIS
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Administrative expenses

The administrative expenses of the Group mainly represent (i)
employee benefit expenses, including salaries and wages and staff
welfare for administrative and management staff; (ii) taxes and levies
which primarily represented various kinds of government levies or
taxes such as real estate tax, urban construction tax, tenure tax and
stamp duty; (iii) depreciation and amortisation of right-of-use assets
and administrative facilities; (iv) office expenses and utilities; (v)
entertainment expense; (vi) professional and consultation fee; (vii)
transportation and related expenses, including those incurred in
business travels of administrative and management staff and business
use of vehicles expenses; and (viii) other expenses of similar nature.

For the year ended 31 December 2025, the Group’s administrative
expenses were approximately RMB53.2 million, representing an
increase of approximately 35.7% as compared to administrative
expenses of approximately RMB39.2 million for the year ended 31
December 2024.

The increase in the Group's administrative expenses was the combined
effect of (i) the increase in salaries and wages and staff welfare of
approximately RMB3.7 million which was due to the commencement
of new production line of sulfamic acid and magnesium fertiliser; (ii)
the increase of taxes and levies, in line with the overall growth in
revenue; and (iii)increase in other office expenses due to the expansion
of the operation and additional production line.

Research and development expenses

The research and development expenses of the Group mainly
represent (i) depreciation and amortisation of research and
development facilities; (ii) employee benefit expenses, including
salaries and wages and staff welfare for research and development
staff; (iii) materials used in research and development activities; and (iv)
other consultancy expenses. For the year ended 31 December 2025,
the Group’s research and development expenses were approximately
RMB19.3 million, representing an increase of approximately 50.8% as
compared to that of approximately RMB12.8 million for the year
ended 31 December 2024. The increase was mainly due to the
increase of approximately RMB2.2 million in other consultancy
expenses and increase of approximately RMB3.9 million in materials
used in research and development activities as compared to the
previous year.
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Net finance costs

Our net finance costs reflected interest expenses on bank borrowings,
borrowings under finance lease arrangement, lease liabilities and
other liabilities after offsetting interest income we received from bank
balances. For the year ended 31 December 2025, the Group's net
finance costs were approximately RMB5.6 million, which were
comparable to the net finance costs of approximately RMB5.5 million
for the year ended 31 December 2024. It was the combined effect of
the increase in amounts of borrowings; the increase in the amount of
capitalisation of borrowing costs; and the decrease in the effective
interest rate during the Reporting Period.

Income tax expense

Our Company was incorporated in the Cayman Islands as an
exempted company with limited liability under the Companies Act
and accordingly is exempted from Cayman Islands income tax. Our
Company's direct wholly owned subsidiary was incorporated in the
BVI as a business company with limited liability under the BVI
Companies Act 2004 and accordingly is exempted from BVI income
tax.

Hong Kong profits tax

No Hong Kong profits tax has been provided for as the Group did not
generate any assessable profit in Hong Kong for the years ended 31
December 2025 and 2024.

PRC corporate income tax (“CIT")

Taxation on PRC income has been calculated on the estimated
assessable profit for the year at the rates of taxation prevailing in the
PRC in which the Group's subsidiaries operate. The Company'’s
subsidiaries incorporated in PRC are subject to CIT at the rate of 25%
(2024: 25%) for the year ended 31 December 2025, except for
Shandong Jinjia, which has applied for High and New Technology
Enterprise ("HNTE") status and is eligible for a preferential CIT rate of
15%. The relevant HNTE certificate is still in the process of being
obtained.

MANAGEMENT DISCUSSION AND ANALYSIS
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In accordance with the Circular of the Ministry of Finance and the
State Administration of Taxation on Issues concerning Implementing
the Enterprise Income Tax Incentive Catalogue for Comprehensive
Utilization of Resources Cai Shui [2008] No. 47 ( <BA B &R~ Bl R 7 %5
BRENNTEREAMNBEEMSHESRRS&AEBRENEA)
EMR [2008]475%), an enterprise, which uses the raw materials under
the catalogue to produce recycled resource products under the
catalogue and the products meet the national or industrial standards,
is entitled to incentive tax arrangement such that 90% of the sales
revenue of the products is subject to the calculation of the taxable
income. The Group's sales of pyrite concentrate qualify for the
incentive tax arrangement and therefore 10% of the Group’s revenue
from sales of pyrite concentrate was exempted from the taxable
income of the Group in the calculation of CIT during the years ended
31 December 2025 and 2024.

In addition, during the years ended 31 December 2025 and 2024, the
Group’s PRC subsidiaries, HC Mining and Shandong Jinjia, were
entitled to claim additional tax deduction of research and
development expenses incurred.

For the year ended 31 December 2025, the Group's income tax
expense was approximately RMB21.7 million, representing an increase
of approximately 60.7% as compared to income tax expense of
approximately RMB13.5 million for the year ended 31 December
2024, reflecting effective tax rates (equivalent to income tax expense
divided by profit before income tax) of approximately 19.7% and
18.4% for the year ended 31 December 2025 and the year ended 31
December 2024, respectively.

The increase in the effective tax rate from approximately 18.4% for
the year ended 31 December 2024 to approximately 19.7% for the
year ended 31 December 2025 was mainly due to a lower proportion
of research and development super deductions, despite an increase in
absolute research and development expenses when comparing with
that in the previous year.

PRC withholding income tax

According to the CIT Law, a 10% withholding tax on dividends
received/receivable will be levied on the PRC companies’ immediate
holding companies established out of the PRC. A lower withholding
tax rate may be applied if there is a tax treaty arrangement between
the PRC and the jurisdiction of the foreign immediate holding
companies and simultaneously certain conditions are satisfied.
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Capital expenditures

Our capital expenditure mainly comprises expenditure for the
acquisition of items of property, plant and equipment, right-of-use
assets and intangible assets. During the year ended 31 December
2025, we incurred capital expenditure of approximately RMB211.5
million (31 December 2024: RMB133.6 million).

Capital commitments

As at 31 December 2025, the Group had capital commitments of
approximately RMB18.9 million (31 December 2024: approximately
RMB47.4 million).

Pledge of assets

As at 31 December 2025, the total net book value of assets pledged
to secure the Group’s bank borrowings and finance lease borrowings
amounted to approximately RMB28.3 million (31 December 2024:
approximately RMB25.1 million) for land use rights, approximately
RMB104.0 million (31 December 2024: approximately RMB74.2
million) for buildings, approximately RMB96.7 million (31 December
2024: approximately RMB73.7 million) for machinery and
approximately RMB112.0 million (31 December 2024: approximately
RMB116.4 million) for investment properties.

Contingent liabilities

As at 31 December 2025, we did not have any material contingent
liabilities. We are not currently involved in any material legal
proceedings, nor are we aware of any pending or potential material
legal proceedings, to the knowledge of the Board, threatened against
the Group and could have a material adverse effect on our business or
operations.

Treasury policy

The Group adopts a prudent approach towards its treasury policies. To
manage the liquidity risk, the Group closely monitors its liquidity
position to ensure the liquidity structure of the Group's assets,
liabilities and commitments and to ensure the fulfilment of its funding
requirements for business development.

MANAGEMENT DISCUSSION AND ANALYSIS
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Foreign exchange risk management

The Group carries out its business operations in the PRC with most of
the transactions denominated and settled in RMB save for certain fees
payable to professional parties and miscellaneous administrative
expenses that are denominated in Hong Kong dollars. Hence the
Group does not currently have a hedging policy on foreign exchange
risk as the Board does not consider the Group's exposure to foreign
exchange fluctuations (primarily in the HKD) to be significant, and
that any fluctuation thereof will not have any material impact on the
Group's business operations or its financial results. The management
will, however, closely monitor its foreign currency exposure and will
consider hedging significant foreign currency exposure should the
need arise.

Liquidity, finance resources and capital structure

As at 31 December 2025, the Group had net current liabilities of
approximately RMB6.1 million (31 December 2024: net current
liabilities of approximately RMB56.8 million). As at 31 December
2025, the net gearing ratio was approximately 30.3% (31 December
2024 approximately 24.8%). The net gearing ratio is calculated by
dividing net debt by total equity at the end of the relevant year and
multiplying by 100%. Net debt is defined as amounts payable that are
not incurred in the ordinary course of business and includes bank and
other borrowings, lease liabilities, amount due to related parties and
other liabilities payable to LZ Assets in relation to the warehouse lease
arrangement minus cash and bank balances and time deposits.

As at 31 December 2025, the Group maintained a strong financial
position with cash and cash equivalents of approximately RMB154.8
million (31 December 2024: approximately RMB65.2 million). The
Group met and expects to continue meeting its operating capital,
capital expenditure and other capital needs with cash generated from
operations and proceeds from the Listing.

During the Reporting Period, the Company had no material change in
its capital structure. The capital of the Company comprised only
ordinary shares.
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EXECUTIVE DIRECTORS

Mr. Liu Zeming (2|3£ %) (formerly known as Liu Zeming
(2)7%83)), aged 50

Mr. Liu is an executive Director and chairman of the Board who is
responsible for the overall management of the business operations
and strategic and corporate development of the Group. He is also a
member of the Remuneration Committee and chairman of the
Nomination Committee. He was appointed as Director on 12 January
2021 and re-designated as executive Director on 8 April 2021. Mr. Liu
is a founder of the Group and our Controlling Shareholder. Mr. Liu has
over 10 years of experience in operation and management business of
metal ore waste processing. Mr. Liu has been an executive director
and general manager of HC Mining since April 2011. He has obtained
the qualification of PRC Intermediate Assistant Economist ( F 4% B 3%
4 RN ) from Yantai Engineering & Technical Position Intermediate
Evaluation Committee (BZ M TR FMBEFRTEZEF) in
February 2003. He was appointed as a member of the standing
committee of Shandong People’s Political Consultative Conference (4
BEARBAWEEHILEEAZE D) in January 2013 and January
2018, respectively.

Prior to joining the Group, Mr. Liu worked for Laizhou Jinshan Stone
Raw Materials Trading Co., Ltd. (MM ILAMEEBR A 7)),
which principally engaged in the trading of stone raw materials, from
September 2003 to April 2011 holding his last position as sales
manager. He worked as a manager at Laizhou Property Development
Company Limited (Z1 B Z= FH BB A &) from July 1997 to
August 2003. He also worked at the former People’s Government of
Xiyou Town, Laizhou City (&M ™ 78 B #E A RBAT), and was
primarily responsible for clerical works from September 1995 to July
1997.

Mr. Liu has received various awards with social impact throughout the
years. He was awarded a certificate of honour for his personal
contribution in fighting the COVID-19 in Shandong Province ( [ 13
EMENEREMAREBEREREAN]LEFZSE) issued by the
Shandong Provincial Committee of the China Peasants’ and Workers’
Democratic Party (FEIRE TR F #EILEEZ 8 ) in December
2020; the title of “Model Worker of Yantai” (" [EEH 4 EHiE# ")
jointed issued by the Yantai Municipal Committee of the Communist
Party of China and the Yantai Municipal People’s Government ( # #%
BEEmMZMEZEMARKA) in April 2019; the “Economic
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Development Progress Award” for the year 2018 (20184 & [ 4875 %%
[B# 12| ) jointly issued by the Laizhou Municipal Committee of the
Communist Party of China and the Laizhou Municipal People’s
Government (FF HEHINTEZ B & &N ARBAT) in February
2019; the 13th “Ten Outstanding Youth Nomination Award of Yantai
City ("EZ+KEEFF")" jointly issued by the Yantai Municipal
Committee of the Communist Youth League and the Yantai Youth
Federation (X EBEEMZEREEM S FHEF) in October 2015,
and the honorary title of “Model Youth of Laizhou” (" Z&EM T EE 5
") jointly issued by the Organisation Department of the Laizhou
Municipal Committee of the Communist Party of China (# £ %/ T
Z 4 4558) and other four departments in December 2012.

Mr. Liu completed the tertiary education program in business
administration from Shandong Agricultural Management College ( L1
HEBLESEHINELR) (currently known as |15 2 ¥ TIREER) in
July 1999. He further completed a post-graduate education program
in modern Chinese history from Shandong Normal University ( 1L B £l
& K EZ) in July 2000. Mr. Liu obtained a doctorate’s degree in
Business Administration at North Borneo University College in
Malaysia by way of distance learning in February 2022.

Mr. Zhan Yirong ( Z %) (formerly known as Zhan Dongtang
(B L F)) (“Mr. Zhan"), aged 36

Mr. Zhan is an executive Director and the chief executive officer of our
Company who is responsible for the overall administrative and
operational management of our Group. He was appointed as an
executive Director on 8 April 2021. Mr. Zhan has more than ten years
of experience in corporate management in the gold mine hazardous
waste treatment industry. He joined the Group in March 2012. During
the years, he worked as deputy manager and manager of business
administration department, general manager assistant and deputy
general manager of HC Mining and acquired experiences in sales and
business administration. Mr. Zhan served as the general manager of a
subsidary of the Group from January 2017 to August 2023. He has
been the general manager of HC Mining since January 2017. He was
appointed as a representative of the 18th People’s Congress of Yantai
City in February 2022.

Mr. Zhan obtained a bachelor’s degree in mechanical design,
manufacturing and automation from Qingdao Binhai University (& &
YE/SET) in July 2012. He obtained the PRC Cartographer at Senior
Skill Level qualification from Shandong Vocational Skills Identification
and Guidance Center (U R BB ¥ a2 ZE T H 0) in February 2011.
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Mr. Sheng Haiyan (5278 &) (“Mr. Sheng”), aged 59

Mr. Sheng is an executive Director and chief technical officer of our
Company who is responsible for the overall research and development
and technical management of the Group. He was appointed as an
executive Director on 8 April 2021. He has more than 30 years of
experience in chemical related industry. He joined the Group in
December 2012 and was mainly engaged in research and
development related work of the Group’s subsidiaries. Prior to joining
our Group, Mr. Sheng worked at Laizhou Jinxing Chemicals Co., Ltd.
(3N & E{ THBR H L2 F)), which principally engaged in, among
other things chemicals manufacturing and processing from August
1991 to November 2012 holding his last position as chief engineer.

Mr. Sheng obtained a bachelor's degree in organic chemistry from
Jiangxi University (T FAAE2) (currently known as Nanchang University
(P& KE)) in July 1991. He obtained the qualification of
intermediate engineer from Yantai Chemical Engineering and
Technical Evaluation Committee (&= i {t T T2 7B 75 AR 5T 28
Z 8€)in October 1998.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Zhang Shijun (& E) (“Mr. Zhang"), aged 60

Mr. Zhang is an independent non-executive Director who is
responsible for supervising and providing independent judgement to
the Board. He is also a member of the Audit Committee and the
Nomination Committee. He was appointed as an independent non-
executive Director on 23 October 2021. Mr. Zhang has over 36 years
of experience in education and environmental management. He has
been teaching at Shandong University ( LI B X £) since July 2005
and has been working as a professor of law since October 2020. Mr.
Zhang served at Qingdao Municipal Bureau of Ecology and
Environment (B &M A REIRIEF), a government bureau located in
Qingdao, Shandong province, which principally engaged in the
environmental management and supervision of Qingdao city from July
1996 to August 2002, holding his last position as engineer of
environmental management. Mr. Zhang served as a lecturer at Normal
College of Qingdao University (5 5 A2 AN E 263 ) from April 1996
to June 1996. He also worked as a teacher at No. 3 Middle School of
Laoshan Qingdao (F & M & L [@ 5 = £) from July 1984 to
August 1993. Mr. Zhang served as an independent non-executive
director in Shandong Sunway Chemical Group CO., Ltd. (LU =41t
BEFERMARAAR), a company listed on Shenzhen Stock
Exchange (stock code: 002469), from April 2017 to December 2023.
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Mr. Zhang obtained a bachelor’s degree in geography from Shandong
Normal University (LI ZREM &R E2) in June 1990. He then obtained a
master's degree in environmental chemistry from Zhejiang University
(T KE) in March 1996. Mr. Zhang further obtained a doctorate’s
degree in science of environment and natural resources protection law
from Wuhan University (& KX £) in June 2005.

Ms. Liu Ye ( 2| #¢) (“Ms. Liu”), aged 51

Ms. Liu is an independent non-executive Director who is responsible
for supervising and providing independent judgement to the Board.
She is also the chairlady of the Remuneration Committee and a
member of the Audit Committee and the Nomination Committee.
She was appointed as an independent non-executive Director of our
Group on 23 October 2021. Ms. Liu has approximately 26 years of
teaching experience and approximately 10 years of part-time working
experience in the legal industry. She has worked as a part-time lawyer
at Shandong Zhongcheng Renhe Law Firm (1L B 32 AR A= M 72 B 3 75
Ffr) from March 2012 to May 2015 and Grandall Law Firm (Ji Nan
Office) (El& 8N (BER ) EHFT) from May 2015 to June 2016
respectively. She has been working as a senior partner at Shandong
Ray & Young Law Firm (LR FHEMMETAT) since June 2016. Ms.
Liu taught at Shandong Police Officer Training Institute (ILER & ZE
1= 3I122P5%) as a teacher from December 1997 to December 2013. She
has been teaching at Shandong University of Political Science and Law
(W EBEEZPBT) since May 2014 and has been working as an
associate professor since November 2017.

Ms. Liu obtained a bachelor’s degree in economics from Yantai
University (&= KX £) in July 1997. She further obtained a master’s
degree in economics from Shandong University (LB KX £) in
December 2003. Ms. Liu obtained the qualification of PRC Legal
Professional Qualification Certificate in February 2009. She also
obtained the qualification of PRC Securities Practice Certificate in April
2017.
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Mr. Lau Chung Wai (2l{#4), aged 44

Mr. Lau is an independent non-executive Director who is responsible
for supervising and providing independent judgement to the Board.
He is also the chairman of the Audit Committee and a member of the
Remuneration Committee. He was appointed as an independent non-
executive Director on 23 October 2021. He is the independent non-
executive Director who has the qualifications and experience to meet
the requirements under Rule 3.10(2) of the Listing Rules.

Mr. Lau has over 19 years of experience in accounting and finance
and is currently the sole practitioner of Yanten (Hong Kong) CPA &
Co.. He has been serving as company secretary of Kwung's Aroma
Holdings Limited, a company listed on the Main Board (stock code:
1925), since March 2019. Mr. Lau has also been working as an
independent non-executive director of Fufeng Group Limited, a
company listed on the Main Board (stock code: 546), and Metropolis
Capital Holdings Limited, a company listed on the GEM of the Stock
Exchange (stock code: 8621), since June 2019 and November 2018,
respectively. He has been working as a company secretary of
Omnibridge Holdings Limited, a company listed on the GEM of the
Stock Exchange (stock code: 8462), Hygieia Group Limited, a company
listed on the Main Board (stock code: 1650) and MaxWin International
Holdings Limited, a company listed on the GEM of the Stock Exchange
(stock code: 8513), since April 2022, December 2019 and August
2017, respectively. He worked as chief financial officer of Kwung’s
Aroma Holdings Limited, a company listed on the Main Board (stock
code: 1925), from March 2019 to April 2022. Mr. Lau worked as
company secretary and chief financial officer of Da Sen Holdings
Group Limited, a company listed on the Main Board (stock code:
1580), from August 2015 to March 2019. He worked as group
financial controller of Passion Art International Holdings Limited, a
company primarily engaged in manufacture and sale of furniture and
home decoration products, from May 2013 to July 2015. Mr. Lau
worked as financial manager of Starcom Worldwide, a media agency
company which is a subsidiary of Publicis Groupe SA, a company
listed on the Euronext Paris (stock code: PUB), from September 2011
to April 2013. He worked at the Hong Kong office of Ernst & Young
from September 2004 to September 2011, holding his last position as
manager in the assurance department.

Mr. Lau graduated from the Hong Kong University of Science and
Technology with a degree of bachelor of business administration in
accounting in November 2004. He was admitted as a certified public
accountant of HKICPA in January 2008 and a fellow member of
HKICPA in May 2015.
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SENIOR MANAGEMENT

Mr. Zhang Weiping (3R & F) (“Mr. Zhang”), aged 56

Mr. Zhang is the deputy general manager of HC Mining who is
responsible for the overall production safety. Mr. Zhang has over 30
years of experience in production safety and operation. He joined our
Group in May 2017 working as the supervisor of production safety
and environmental protection at a subsidary of the Group from May
2017 to September 2018. He then worked at HC Mining as deputy
general manager for production safety and operation from September
2018 to February 2020. Mr. Zhang has been serving as the deputy
general manager of a subsidary of the Group from February 2020 to
August 2023. He has been serving as the deputy general manager of
HC Mining since August 2023. Prior to joining our Group, Mr. Zhang
worked at Shandong Tiancheng Biological Golden Industry Co., Ltd.
(IWEXELEYWEEER2AF) (“Shandong Tiancheng”) which
principally engages in metal processing from February 1990 to May
2017 holding his last position as supervisor of environmental
protection safety.

Mr. Zhang obtained a diploma in mechatronics engineering from
Qingdao University of Technology (& & ¥ T K £) in July 2018 by
way of distance learning. He obtained the certificate of PRC senior
environmental protection safety engineer from AXKG Appraisal
Organisation (AXKG 2 BB 2 6 £ 52 E D) in October 2020.

Mr. Zhu Guangping (K &) (“"Mr. Zhu"), aged 54

Mr. Zhu is the deputy general manager of HC Mining who is
responsible for the overall daily operation of HC Mining and overall
environmental and safety operation of HC Mining. Mr. Zhu has over
34 years of experience in production and manufacturing industry. He
joined our Group in November 2017 working as the deputy general
manager for production safety and environmental protection of a
subsidary of the Group from November 2017 to March 2020. He has
been serving as the deputy general manager of HC Mining since
March 2020. Prior to joining our Group, Mr. Zhu worked at Shandong
Tiancheng from December 1987 to July 2017 holding his last position
as workshop supervisor.

Mr. Zhu obtained a diploma in metallurgical technology from
Northeastern University ( B4t K 22) in July 2015 by way of distance
learning. He obtained the certificate of PRC senior solid waste
processing engineer from China Association of Machinery Equipment
Maintenance and Renovation (B & 4 {f 4 (5 B s s i i )
in September 2020.
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Mr. Wong Yun Fai ( £ 8 #&) (“Mr. Wong"), aged 38

Mr. Wong is the company secretary and chief financial officer of the
Group who is responsible for the overall financial management of the
Group. He joined the Group on 21 December 2020 and was
subsequently appointed as the chief financial officer of our Group on
23 April 2021. Mr. Wong has over 10 years of experience in audit and
accounting. He has been serving as company secretary of Artini
Holdings Limited, a company listed on the Main Board (stock code:
789), since December 2023. He has also been working as an
independent non-executive director of iTonic Holdings Ltd (formerly
Pheton Holdings Ltd), a company listed on the NASDAQ (stock code:
ITOC) from March 2024 to January 2026. Prior to joining our Group,
Mr. Wong worked at certain PRC subsidiaries of Shenzhen Huaruixin
Asset Management Co., Ltd. (R EBTEFEEEESEBR A F])
("HRX"), a company which principally engaged in asset management
from January 2018 to December 2020, holding his last position as
chief financial officer of both HRX and EMP Capital Limited, a Hong
Kong subsidiary of HRX. He worked at the Xiamen office of Deloitte
Touche Tohmatsu and the Hong Kong office of Deloitte Touche
Tohmatsu from January 2016 to December 2017 and from February
2015 to January 2016, respectively, holding his last position as a
manager of the audit and assurance department. Mr. Wong worked
as senior operations planning executive at Neo Derm (HK) Limited, a
company which principally engaged in providing medical aesthetics
services, from April 2014 to January 2015. He worked at Moore
Stephens Associates Limited (currently know as Moore Stephens CPA
Limited) from October 2010 to April 2014, holding his last position as
audit senior.

Mr. Wong obtained a bachelor’s degree in accountancy from the
Hong Kong Polytechnic University in November 2010. He was
admitted as a certified public accountant of HKICPA in July 2014. Mr.
Wong was further admitted as a certified public accountant by the
Washington State Board of Accountancy in January 2020.
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CORPORATE GOVERNANCE REPORT
SRERRE

The Company recognises the importance of incorporating elements of
good corporate governance in the management structures and
internal control procedures of the Group so as to achieve effective
accountability.

CORPORATE GOVERNANCE PRACTICES

The Company has adopted the principles and complied with the
applicable code provisions in the Corporate Governance Code
contained in Appendix C1 to the Listing Rules during the year ended
31 December 2025. The Group is committed to maintaining a high
standard of corporate governance to safeguard the interests of the
Shareholders and to enhance corporate value and accountability.

THE BOARD OF DIRECTORS

The Board is responsible for the overall leadership of the Group,
oversees the Group’s strategic decisions and monitors business and
performance. The management is delegated with authorities and
responsibilities by the Board for the Company’s daily operations and
businesses management according to the Board’s instructions. The
Board has established various Board committees and has delegated
various duties to the Board committees, including the Audit
Committee, the Remuneration Committee, and the Nomination
Committee (collectively, the “Board Committees”). All the Board
Committees perform their distinct duties in accordance with their
respective terms of reference.

All Directors have carried out duties in good faith and in compliance
with applicable laws and regulations, and have acted in the interests
of the Company and the Shareholders at all times.

The Company has arranged appropriate liability insurance in respect
of legal action against the Directors. The insurance coverage will be
reviewed on an annual basis.

Chairman and Chief Executive Officer

Under code provision C.2.1 of the Corporate Governance Code
contained in Appendix C1 to the Listing Rules, the roles of chairman
and chief executive officer should be separated, and should not be
performed by the same individual.

For the year ended 31 December 2025, Mr. Liu, an executive Director,
was the chairman of the Board while Mr. Zhan, an executive Director,
was the chief executive officer of the Company.
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The roles of the chairman and the chief executive officer remains
separated with a clear division of responsibilities performed by
different individuals to maintain their independence, accountability,
well-balanced power and authority.

During the year ended 31 December 2025, Mr. Liu, the chairman of
the Board, met with the independent non-executive Directors (without
the presence of the executive Directors) once to discuss, and obtain
independent views of, the Board affairs.

Board Composition

As at 31 December 2025, the Board consists of six Directors,
comprising three executive Directors and three independent non-
executive Directors.

Executive Directors:

Mr. Liu Zeming (Chairman)
Mr. Zhan Yirong (Chief Executive Officer)
Mr. Sheng Haiyan (Chief Technical Officer)

Independent Non-executive Directors:

Mr. Zhang Shijun
Ms. Liu Ye
Mr. Lau Chung Wai

The Company has entered into service agreement with each of the
executive Directors, and letter of appointment with each of the
independent non-executive Directors. Further details of the term of
appointment of the Directors are set out in the section headed
"Directors’ Service Contracts” in Report of the Directors on pages 56
to 57 of this annual report.

The Directors’ respective biographical information is set out in the
section headed “Directors and Senior Management” on pages 23 to
29 of this annual report.

There is no personal relationship (including financial, business, family
or other material relationship) between members of the Board.

For the year ended 31 December 2025, the Board at all times met the
requirements of Rules 3.10(1) and 3.10(2) of the Listing Rules relating
to the appointment of at least three independent non-executive
directors with at least one independent non-executive director
possessing appropriate professional qualifications or accounting or
related financial management expertise.
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The Company also complied with Rule 3.10A of the Listing Rules
relating to the appointment of independent non-executive director
representing at least one-third of the Board. Each of the independent
non-executive Directors has confirmed his independence pursuant to
Rule 3.13 of the Listing Rules and the Company considers each of
them has satisfied his independence to the Group.

ANALYSIS OF THE DIVERSITY OF THE BOARD

The Company believes that the diversity of Board members will be
immensely beneficial for the enhancement of the Company'’s
performance.

We have adopted a board diversity policy (the “Board Diversity
Policy”) which sets out the approach to achieve and maintain an
appropriate balance of diversity perspectives of our Board that are
relevant to our Company’s development. Our Board and senior
management team have a balanced mix of experiences and
background, including but not limited to, experiences in metal ore
waste processing, business administration, corporate management,
manufacturing and processing, environmental management, legal,
education, and audit and accounting industries. Our Board and senior
management team obtained degrees in various majors including
business administration, mechanical design, manufacturing and
automation, chemistry, geography, environmental chemistry,
international trading, political economy, accounting, metallurgical
technology, and mechatronics. We have three independent non-
executive Directors with different industry backgrounds and of both
genders. Moreover, our Board members has a wide range of age,
ranging from 36 years old to 60 years old.

The Company will take into account factors relating to the Company’s
own business model and specific needs from time to time in
determining our diversity perspectives. The ultimate decision is based
on merit and contribution that the selected candidates will bring to
the Board.

The Nomination Committee has been delegated with the overall
responsibility for implementation, monitoring and periodic review of
our Board Diversity Policy. Any revisions to the policy as recommended
by the Nomination Committee will be submitted to the Board for
consideration and approval.
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MODEL CODE FOR SECURITIES TRANSACTIONS BY
DIRECTORS

The Company has adopted a code of conduct regarding transactions
of securities of the Company by the Directors on terms no less
exacting than the required standard set out in the Model Code.

Having made specific enquiry with each of the Directors, the Directors
have confirmed that they have complied with the required standards
as set out in the Model Code and the Company’s code of conduct for
the year ended 31 December 2025.

INDUCTION AND CONTINUOUS PROFESSIONAL
DEVELOPMENT OF THE DIRECTORS

Each newly appointed Director is provided with necessary induction
and information to ensure that he/she has a proper understanding of
the Company’s operations and businesses as well as his/her
responsibilities and obligations under the Listing Rules and relevant
regulatory requirements upon commencement of their directorship in
the Company.

To ensure that each Director’s better understanding in respect of the
Company’s conduct and business activities to perform their
responsibilities as a Director, the Company will arrange appropriate
training, including arranging and funding suitable training and
professional development programme for the Directors.

According to the records kept by the Company, all the Directors (a)
attended seminars and/or trainings that are relevant to the Directors’
professional knowledge and skills and in performing their duties and
responsibilities as Directors; and (b) read materials that are relevant to
the Directors’ professional knowledge and skills and in performing
their duties and responsibilities as Directors.

Directors are encouraged to participate in continuous professional
development to develop and refresh their knowledge and skills. The
company secretary of the Company has from time to time updated
and provided written training materials relating to the roles, functions
and duties of a director.
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The training received by the Directors during the year ended 31
December 2025 is summarised below:

Corporate
Governance
TEER

Name of Director

i

BB YR -

Training Areas
g
Legal and
Regulatory
ERREE

Businesses/
Directors’ Duties

[CES £33

Executive Directors BITES

Mr. Liu Zeming 2EEREE v v v
Mr. Zhan Yirong B/ R E v v 4
Mr. Sheng Haiyan BgRTE v v 4
Independent Non-executive BAFHITES

Directors
Mr. Zhang Shijun RRB LA v/ v/ v
Ms. Liu Ye 2 mEZt v v v/
Mr. Lau Chung Wai bk s v v v
APPOINTMENT AND RE-ELECTION OF DIRECTORS EENZEEREE

Each of our executive Directors has entered into a service contract
with our Company pursuant to which they agreed to act as executive
Directors for an initial term of three years with effect from the Listing
Date which may be terminated by either party by giving not less than
three months’ written notice. The term of service contract shall be
renewed and extended automatically for successive terms of one year
upon expiry of the then current term until terminated by either party
by giving not less than three months’ written notice to the other.

Each of the independent non-executive Directors has been appointed
for an initial term of three years commencing from 23 October 2021
which may be terminated by either party by giving not less than three
months’ written notice. The term of appointment shall be renewed
and extended automatically for successive terms of two years upon
expiry of the then current term until terminated by either party giving
not less than three months’ written notice to the other.

All the Directors are appointed for a specific term and subject to
retirement by rotation and re-election at the annual general meetings
of the Company in accordance with the Articles of Association.

None of the Directors has a service contract which is not determinable
by the Company within one year without payment of compensation
(other than statutory compensation).
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The procedures and process of appointment, re-election and removal
of Directors are set out in the Articles of Association. The Nomination
Committee is responsible for reviewing the Board composition and
making recommendations to the Board on the appointment or re-
election of Directors and succession planning for Directors.

In accordance with article 83(2) of the Articles of Association, subject
to the articles and the legal requirements, the Company may by
ordinary resolution elect any person to be a Director either to fill a
casual vacancy on the Board, or as an addition to the existing Board.

In accordance with article 83(3) of the Articles of Association, the
Directors shall have the power from time to time and at any time to
appoint any person as a Director either to fill a casual vacancy on the
Board or as an addition to the existing Board. Any Director appointed
by the Board to fill a casual vacancy shall hold office until the first
general meeting of members after his appointment and be subject to
re-election at such meeting and any Director appointed by the Board
as an addition to the existing Board shall hold office only until the
next following annual general meeting of the Company and shall then
be eligible for re-election.

In accordance with article 83(7) of the Articles of Association, the
Company may from time to time in general meeting by ordinary
resolution increase or reduce the number of Directors but so that the
number of Directors shall never be less than two.

BOARD MEETINGS

The Company has adopted the practice of holding Board meetings
regularly, at least four times a year, and at approximately quarterly
intervals. Notices of not less than 14 days will be given for all regular
Board meetings to provide all Directors with an opportunity to attend
and include matters in the agenda for a regular meeting.

For other Board and Board Committee meetings, reasonable notice
will generally be given. The agenda and accompanying Board papers
are dispatched to the Directors or committee members seven days
(and in any event not less than three days) before the meetings to
ensure that they have sufficient time to review the papers and be
adequately prepared for the meetings. When Directors or committee
members are unable to attend a meeting, they will be advised on the
matters to be discussed and given an opportunity to make their views
known to the chairman prior to the meeting.
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Minutes of the Board meetings and committee meetings will be
recorded in sufficient detail the matters considered by the Board and
the committees and the decisions reached, including any concerns
raised by the Directors. Draft minutes of each Board meeting and
committee meeting are/will be sent to the Directors for comments
within a reasonable time after the date on which the meeting is held.

ATTENDANCE RECORDS OF BOARD MEETINGS, BOARD
COMMITTEE MEETINGS AND GENERAL MEETINGS

The attendance of each Director for the Board meetings, board
committee meetings and general meetings held during the year
ended 31 December 2025 is set out in the following table:

i

EF2 R MR R eI RCRES
ERZESESINERMERNATE BEE
ERENEABIER - BREEEEHENE
BeeRNCRERIEERTEAE AR
MEERRAANZETEEAHN W -

Exeel EE2ZEE8gE KRR
RAEHNHERLEE
RNEBE-_ZEZ-_hE+-_RA=+—HILEEET
NEEETSH EESLESTRRBRERE
FOREBEEHRERMNBREN TR

Meeting attended/meetings eligible to attend
HEGERY, CERLENEE

Audit Remuneration Nomination General
committee  committee = committee Meeting
Directors EREEE FTMZEEE REZEE BERAE
Executive Directors HITES
Mr. Liu Zeming Bt a4 NIATER 11 n 17
Mr. Zhan Yirong BREE 44  NATER NATER  NATER (Al
Mr. Sheng Haiyan YT 44  NATEB NATER NATER il
Independent Non- BUFHTES
executive Directors
Mr. Zhang Shijun RAEEE 4a/4 22 NATER 11 (Al
Ms. Liu Ye 2 EExt 4/4 212 17 n 17
Mr. Lau Chung Wai 2Rk E 4/4 212 7 NATEA 11
DELEGATION BY THE BOARD EEENRE

The Board reserves for its decision all major matters of the Company,
including approval and monitoring of all policy matters, overall
strategies and budgets, internal control and risk management
systems, material transactions (in particular those that may involve
conflict of interests), financial information, appointment of Directors
and other significant financial and operational matters. Directors could
have resource to seek independent professional advice in performing
their duties at the Company’s expense and are encouraged to consult
with the Company’s senior management independently.

The daily management, administration and operation of the Group
are delegated to the senior management of the Group. The delegated
functions and responsibilities are periodically reviewed by the Board.
Approval has to be obtained from the Board before the senior
management decides to enter into any significant transactions.
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BOARD COMMITTEES

The Board has established the Audit Committee, the Remuneration
Committee and the Nomination Committee and delegated various
responsibilities to these committees, which assist the Board in
overseeing particular aspects of the Group’s activities. Each of the
Board Committees has specific written terms of reference which
clearly specify their authority and duties.

Audit Committee

We established the Audit Committee with written terms of reference
in compliance with Rule 3.21 and the Corporate Governance Code as
set out in Appendix C1 to the Listing Rules on 23 October 2021. The
primary duties of the Audit Committee include ensuring that effective
financial reporting, internal control and risk management systems are
in place and compliance of the Listing Rules, controlling the
completeness of our Company’s financial statements, selecting
external auditors and assessing their independence and qualifications,
and ensuring the effective communication between our internal and
external auditors.

The Audit Committee comprises three members, namely Mr. Lau
Chung Wai, Mr. Zhang Shijun and Ms. Liu Ye. Mr. Lau Chung Wai is
the chairman of the Audit Committee who holds the appropriate
professional qualifications as required under Rule 3.10(2) of the Listing
Rules.

The Audit Committee has reviewed together with the management
and the Board the accounting principles and practices adopted by the
Group and discussed matters concerning the audit, internal control
and risk management and financial reporting, including reviewing the
Group's annual results and the audited consolidated financial
statements for the year ended 31 December 2025. The Audit
Committee also recommended and submitted the annual results and
the consolidated financial statements for the year ended 31 December
2025 to the Board for approval.
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Remuneration Committee

We established the Remuneration Committee with written terms of
reference in compliance with Rule 3.25 and the Corporate
Governance Code as set out in Appendix C1 to the Listing Rules on
23 October 2021. The primary duties of the Remuneration Committee
include assisting our Board in determining the remuneration policy for
and structure of our Directors and senior management of our Group,
reviewing incentive schemes and service contracts of our Directors, to
review and/or approve matters relating to share schemes under
Chapter 17 of the Listing Rules, and ensuring the execution of the
remuneration packages of the executive Directors and senior
management of our Group.

The Remuneration Committee comprises three members, including
two independent non-executive directors, namely Ms. Liu Ye, Mr. Lau
Chung Wai and one executive Director, namely Mr. Liu Zeming. Ms.
Liu Ye is the chairlady of the Remuneration Committee.

The written terms of reference of the Remuneration Committee are
available on the websites of the Stock Exchange and the Company.

For the year ended 31 December 2025, the Remuneration Committee
held one meeting to (i) discuss and make recommendations to the
Board on the Company’s policy and structure for all Directors’ and
senior management’s remuneration; (ii) review the remuneration
packages of individual Directors and senior management of the
Company; and (iii) assess the performance of Directors and review the
terms of service agreements for the Directors and senior
management.

Nomination Committee

We established a Nomination Committee with written terms of
reference in compliance with the Corporate Governance Code in
Appendix C1 to the Listing Rules on 23 October 2021. The primary
duties of the Nomination Committee include assisting our Board in
identifying suitable candidates for our Directors and making
recommendations to our Board, assessing the structure and
composition of our Board at least annually and making
recommendations on any proposed changes to the Board to
complement the Group’s corporate strategy, preparing, making
recommendations to and supervising the execution of the nomination
policy of the Company, making recommendations to the Board on the
appointment or re-appointment of Directors and succession planning
for Directors, and assessing the independence of the independent
non-executive Directors.
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The Nomination Committee comprises three members, including one
executive Director, namely Mr. Liu Zeming, and two independent non-
executive Directors, namely Ms. Liu Ye and Mr. Zhang Shijun. Mr. Liu
Zeming is the chairman of the Nomination Committee.

The written terms of reference of the Nomination Committee are
available on the websites of the Stock Exchange and the Company.

For the year ended 31 December 2025, the Nomination Committee
held one meeting to (i) review the structure, size and composition
(including the skills, knowledge, experience and diversity of
perspectives) of the Board; (ii) assess the independence of
independent non-executive Directors; (iii) review the policy on Board
diversity and measurable objectives for implementing the Board
Diversity Policy; (iv) review the Nomination Policy; and (v) review the
re-appointment of Directors who are subject to retire by rotation at
the forthcoming AGM.

NOMINATION POLICY

The Company has adopted the nomination policy (the “Nomination
Policy”) which sets out the selection criteria and procedures to
nominate Board candidates. When making recommendations to the
Board on the appointment or re-appointment of Directors and
succession planning for Directors, the Nomination Committee would
consider a number of factors in assessing the suitability of the
proposed candidate, including but not limited to:

(i)  reputation for integrity;

(i) accomplishment, experience and reputation in the recycling,
environmental and other related industries;

(i) commitment in respect of sufficient time and attention to the
Group's business;

(iv)  diversity of the Board in all aspects, including but not limited to
gender, age, cultural and educational background, experience
(professional or otherwise), skills and knowledge;

(v)  possessing the qualification and ability to assist and support
management and make significant contributions to the Group;

(vi) the number of existing directorships and other commitments
that may demand the attention of the candidate;
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(vii)  compliance with the criteria of independence as prescribed
under Rule 3.13 of the Listing Rules for the appointment or re-
appointment of an independent non-executive Directors; and

(viii) any other relevant factors as may be determined by the
Nomination Committee or the Board from time to time.

Appointment of any proposed candidates to the Board or re-
appointment of any existing members of the Board shall be made in
accordance with the Articles of Association and other applicable rules
and regulations and taking into account the Board Diversity Policy. The
Board shall have the final decision on all matters relating to its
recommendation of candidates to stand for election at a general
meeting.

BOARD DIVERSITY POLICY

We have adopted the Board Diversity Policy which sets out the
approach to achieve and maintain an appropriate balance of diversity
perspectives of our Board that are relevant to our Company's
development. Pursuant to the Board Diversity Policy, selection of our
Board candidates will be based on a range of diversity perspectives,
including but not limited to gender, age, cultural and educational
background, professional qualifications, skills, knowledge and industry
experience. The ultimate decision will be based on merit and
contribution that the selected candidates will bring to our Board.

Based on the Nomination Committee’s review for the year ended 31
December 2025, the Nomination Committee considered that these
measurable objectives (including gender diversity) have been
satisfactorily implemented and that there was sufficient diversity in
the Board for the Company’s corporate governance and business
development needs. The Nomination Committee will review the
Nomination Policy and the Board Diversity Policy from time to time to
ensure its continued effectiveness.

WORKFORCE DIVERSITY

The Company’'s 2025 environmental, social and governance report
which will be available on our website on the same date as the
publication date of this annual report also discloses gender diversity of
all staff (including the senior management).
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REMUNERATION OF DIRECTORS AND SENIOR
MANAGEMENT

The Company has established a formal and transparent procedure for
formulating policies on remuneration of Directors and senior
management of the Group. Details of the remuneration of each of
the Directors for the year ended 31 December 2025 are set out in
Note 39 to the consolidated financial statements in this annual report.

The biographies of the senior management are disclosed in the
section headed “Directors and Senior Management” in this annual
report. Remuneration paid to the top five senior management
(excluding the Directors) for the year ended 31 December 2025 fell
within the following bands are as follows:

HeeE

Emolument bands

Nil to HKD 1,000,000
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DIRECTORS’ RESPONSIBILITIES FOR FINANCIAL
REPORTING IN RESPECT OF FINANCIAL STATEMENTS

The Directors acknowledge their responsibilities for the preparation of
consolidated financial statements of the Group for the year ended 31
December 2025 which give a true and fair view of operating results
and cash flow for the year. The Directors consider that the financial
statements have been prepared in accordance with statutory
requirements and applicable accounting standards.

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

The statements of the auditor of the Group about its reporting
responsibility on the consolidated financial statements of the Group
are set out in the section headed “Independent Auditor's Report” on
pages 67 to 76 of this annual report.

EERUBBRROMBRERM

EENEANERECREAEEBE_T -1
FHtoA=T-"BLFENSEAWBREK A
BEERQFHRRFANKZEENRSRER
M-BERRUBRREEREERENLER
SRT AR

REEMA YEEBENEHHBANEXN
THRRRARHAKRERBEENENESE
BEXRHER-

AEBEZEMBEHAREGEPBRRNZ

BETHWBAANRANFRFETEZIOAN BT
R HRE ] — &

2025 F 4R « BABRRHIER AT 41



CORPORATE GOVERNANCE REPORT
CREARE

CORPORATE GOVERNANCE FUNCTIONS

The Board is responsible for performing the corporate governance
functions set out in code provision A.2.1 of the Corporate Governance
Code. The Board has reviewed and monitored: (i) the Company’s
corporate governance policies and practices; (ii) training and
continuous professional development of directors and senior
management; (iii) the Company’s policies and practices on compliance
with legal and regulatory requirements; (iv) the Company’s code of
conduct; and (v) the Company’s compliance with the Corporate
Governance Code disclosures requirements. The Company’s corporate
governance practices have complied with the Corporate Governance
Code for the year ended 31 December 2025.

DEED OF NON-COMPETITION

The details and compliance of the are set out in the section headed
“Compliance With Non-competition Undertakings By Controlling
Shareholders” in Report of the Directors on page 64 of this annual
report.

RISK MANAGEMENT AND INTERNAL CONTROL

The Board, as the main body responsible for risk management and
internal control of the Company, have adopted a series of internal
control policies, procedures and programmes designed to provide
reasonable assurance for achieving objectives including effective and
efficient operations, reliable financial reporting and compliance with
applicable laws and regulations. The Audit Committee reviews the
effectiveness of the Group’s risk management and internal control
systems on an on-going basis and reports to the Board on, at least, an
annual basis.
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Our code of conduct explicitly communicates to each employee our
values, acceptable criteria for decision-making and our ground rules
for behaviour. Our anti-corruption and anti-bribery policies provide
the tools and resources necessary to enable, monitor and enforce full
compliance with the anti-bribery and anti-corruption laws of the PRC
and other countries where we conduct our business operations. In
order to comply with the applicable laws and regulations in relation to
anti-corruption and anti-bribery, we have established and
implemented anti-corruption and anti-bribery policies and measures
to prohibit all forms of bribery and corruption acts or intention of
such acts. The policy also sets out the requirements of a company-
wide anti-bribery and corruption training and disciplinary actions to
be taken in situation of violation of the policy and/or relevant laws
and regulations, including termination of employment and bringing
forward to legal proceedings. We have also put in place a whistle-
blowing system which is overseen by the Audit Committee.

The Group regularly provides training to our Directors, senior
management and employees with respect to our internal control
policies and the duties and responsibilities of directors and
management of listed companies under the Listing Rules and other
applicable laws and regulations.

The Group established the internal audit team which regularly
monitors key controls and procedures in order to assure our
management that the internal control system is functioning as
intended. The Audit Committee is responsible for supervising our
internal audit function.

The Board confirms that it has conducted a review of the risk
management and internal control systems of the Group for the year
ended 31 December 2025. The Board concludes, based on the result
of the review, that the risk management and internal control systems
currently in place are adequate and effective, in particular, for financial
reporting and Listing Rules compliance as well as for resolving internal
control defects (if any). In particular, the Board considered the
resources, staff qualifications and experience, training programs and
budget of the Group's accounting, internal audit and financial
reporting functions are adequate. The review was conducted through
discussions with the management of the Group, its external and
internal auditors and the assessment performed by the Audit
Committee. The Board expects that a review of the risk management
and internal control systems will be performed annually.
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AUDITOR’S REMUNERATION

The Company has appointed PricewaterhouseCoopers (“PwC") as its
external auditor for the year ended 31 December 2025.

During the year ended 31 December 2025, the remunerations paid or
payable to PwC in respect of its statutory audit services and non-audit
services are RMB1,770,000 and Nil, respectively.

DISSEMINATION OF INSIDE INFORMATION

The Company has adopted an inside information policy in accordance
with the SFO and the Listing Rules, and made corresponding
information disclosures in a timely manner. Before the information is
fully disclosed to the public, any persons who possess the knowledge
of such information must ensure strict confidentiality, so as to ensure
effective protection of the rights and interests of investors and
stakeholders. Unauthorised access and use of inside information are
strictly prohibited. Any potential inside information identified by senior
management will be assessed, and where appropriate, will be
escalated for the attention of the Board to resolve on further actions.

INFORMATION DISCLOSURE

The Company discloses information in compliance with the Listing
Rules and other applicable laws, and publishes periodic reports and
announcements to the public in accordance with relevant laws and
regulations. The primary focus is to ensure that information disclosure
is timely, fair, accurate, truthful and complete, thereby enabling
Shareholders, investors as well as the public to make informed
decisions.

COMPANY SECRETARY

The company secretary supports the chairman, the Board and the
Board committees by ensuring good information flow and the Board
policies and procedures are followed. The company secretary is
responsible for ensuring the proper convening and conducting of the
Board and Board Committees meetings, with the relevant notices,
agenda, and the Board’s and the Board Committees papers being
provided to the Directors and the relevant Board Committees
members respectively in a time manner before the meetings. The
company secretary is responsible for keeping minutes of all the Board
and the Board Committees meetings. The Board and the Board
Committees minutes are available for inspection by the Directors and
the relevant Board Committees members.
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Mr. WONG Yun Fai (“Mr. Wong") has been appointed as the
company secretary of the Company since 8 March 2021. Mr. Wong,
who possesses the requisite qualification and experience of a company
secretary as required under Rule 3.28 of the Listing Rules, has assisted
on the company secretarial matters of the Company since the Listing,
and has duly complied with relevant training requirement under Rule
3.29 of the Listing Rules for 2025.

DIVIDEND POLICY

The Company adopted a dividend policy (the “Dividend Policy”) on
31 March 2022. Pursuant to the Dividend Policy, the dividend payout
ratio shall be determined by the Board from time to time. The
remaining net profit will be used for the Group’s operations and
development. In deciding whether to propose a dividend and in
determining the dividend amount, the Board shall take into account,
among other things, the following factors:

1. Financial results of the Company;
2. Shareholders’ interests;

3. General business conditions, strategies and future expansion
needs of the Company;

4. The Company's capital requirements;

5. Possible effects on liquidity and financial position of the
Company; and

6.  The amount of profit that can be distributed under applicable
accounting standards and other factors that the Board may
deem relevant and appropriate.

Any final dividends declared by the Company must be approved by an
ordinary resolution of the Shareholders at an annual general meeting
and must not exceed the amount recommended by the Board. The
Board may from time to time pay to the Shareholders such interim
and/or special dividends as it considers to be justified by the profits of
the Group.

Any dividend shall be declared by the Company in accordance with
the Companies Act, the Memorandum of Association and Articles of
Association of the Company and other applicable laws and
regulations, and shall not affect the normal operation of the Company
and its subsidiaries. The Board will review the Dividend Policy, as
appropriate, which will include an assessment of the effectiveness of
the Dividend Policy and approve any amendments thereto if necessary.
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COMMUNICATION WITH SHAREHOLDERS AND
INVESTOR RELATIONS

The Group recognises the importance of transparent and timely
disclosure of corporate information, which enables the Shareholders
and investors to make the best investment decision. The Company
believes the effective communication with the Shareholders is
essential for enhancing investor relations and investors’ understanding
of the Group’s business performance and strategies.

The Company maintains a website at www.sdhcgroup.cn as a
communication platform with Shareholders and investors, where
information on the Company's announcements, financial information
and other up-to-date information are available for public access.

Besides, shareholders’ meetings provide an opportunity for
communication between the Board and the Shareholders, Board
members, in particular, either the chairmen of Board Committees or
their delegates, appropriate management executives will be available
at the meeting to answer any questions raised by the Shareholders.
The Company’s auditor will also attend the AGM to answer questions
about the conduct of the audit, the preparation and content of the
auditor's report, the accounting policies and auditor independence.

The Company has also established a shareholders communication
policy to ensure the shareholders are provided with timely information
about the Company. The policy is regularly reviewed to ensure its
effectiveness.

During the Reporting Period, the Board has reviewed the
implementation of the shareholder communication policy and
confirmed its effectiveness.

SHAREHOLDERS’ RIGHTS

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

All resolutions put forward at general meetings will be voted by poll
pursuant to the Listing Rules and poll results will be posted on the
websites of the Company and the Stock Exchange in a timely manner
after each general meeting.
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Procedures for the convening of an extraordinary general
meeting by shareholders and putting forward proposals

Under the Articles of Association, an extraordinary general meeting
("EGM") may be convened by the Board upon requisition of one or
more shareholders as at the date of deposit of the requisition holding
not less than one tenth of the paid up capital of the Company having
the right of voting at general meetings of the Company. The
shareholder(s) shall make a written requisition to the Board or the
secretary of the Company at the Company'’s principal place of business
in Hong Kong, specifying the shareholding information of the
shareholder(s), his/her/their contact details and the proposal regarding
any specifying transaction/business and its supporting documents, to
require an extraordinary general meeting of the Company to be called
by the Board for the transaction of any business specified in such
requisition; and such meeting shall be held within two months after
the deposit of such requisition.

If within 21 days of such deposit, the Board fails to proceed to
convene such EGM, the requisitionist(s) himself (themselves) may do
so in the same manner, and all reasonable expenses incurred by the
requisitionist(s) as a result of the failure of the Board shall be
reimbursed to the requisitionist(s) by the Company.

Making enquiries to the Board

Shareholders can at any time raise enquiries about the Company to
the Board. The enquiries must be in writing with contact information
of the Shareholder(s) and deposited at the principal place of business
of Company in Hong Kong at Room 4351, 43/F, Champion Tower,
3 Garden Road, Central, Hong Kong for the attention of the company
secretary of the Company or at admin@sdhcgroup.cn.

CONSTITUTIONAL DOCUMENTS

During the year ended 31 December 2025, there has been no change
in the Company’s constitutional documents.

CORPORATE GOVERNANCE REPORT

AN\ ke gy
ERER|E

BRREBMARREINAERREZEBNERF

RBFAZKERAR EFSAE ALK
REFAFABRFIAE ([RREBIAE])
HRBELBRER FERRAFE NIRRT
DZ—HARRAHRBRA BEEERNRDBK
RAERFE-BMRAMNARANETELIREE
WHREHEER R REFQXARAWER
2 ERAEABRROREER BEEHRK
BRI ER S,/ BB EERAXT
NEREREERBLTIANTAERBERS A
AARARBRRENAE MEBAEANEL
BRBREMEARRET

MEFERERIEHFERR2IBANEHRBEBK
REFIANEG BRAXFAIARES X ERHRK
RESIANG BRAREEEREARKEM
EENSREER BARAEEEMNBLA-

mEEgRHEH
RRABEER AR EFENESTGIREEA-
BRVAAEEF AR - WA RS
B EHAREERRANEEFEZLEM
ot AEBFIRIEEEIR TR KE431E
4351%  RARAIMARWERE A B
Z admin@sdhcgroup.cn ©

BEXH

A EE S AR -

2025 3R « BABRRHELARA F 47



REPORT OF THE DIRECTORS
EEEHE

The Directors present their report together with the audited
consolidated financial statements of the Group for the year ended 31
December 2025.

CORPORATE INFORMATION AND LISTING

The Company was incorporated in the Cayman Islands on 12 January
2021 as an exempted company with limited liability under the
Companies Act.

The Company’s Shares were listed on the Main Board of the Stock
Exchange on 12 November 2021.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The Group is
engaged in (i) the provision of gold mine hazardous waste treatment
services and sales of pyrite concentrate; (ii) the production and sales
of products from reprocessing of pyrite concentrate and sulphuric
acid; and (iii) the production and sales of magnesium fertiliser in the
PRC. Details of the principal activities of the Company’s subsidiaries
are set out in Note 37 to the consolidated financial statements of this
annual report.

BUSINESS REVIEW

A fair review of the business of the Group, the outlook of future
development of the business of the Group as well as a discussion and
analysis of the Group’s performance during the year ended 31
December 2025 and the material factors underlying its financial
performance and financial position as required by section 388(2) and
Schedule 5 to the Companies Ordinance (Chapter 622 of the Laws of
Hong Kong) can be found in the section headed “Management
Discussion and Analysis” set out on pages 9 to 22 of this annual
report. The financial risk management of the Group are set out in
Note 3 to the consolidated financial statements of this annual report.
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RESULTS

The Group's profit for the year ended 31 December 2025 and the
Group's financial position at that date are set out in the Group’s
audited financial statements on pages 77 to 80 of this annual report.

FINAL DIVIDEND

No final dividend for the year ended 31 December 2025 was
recommended by the Board.

AGM AND CLOSURE OF REGISTER OF MEMBERS

The AGM is expected to be held on Friday, 26 June 2026. A notice
convening the AGM will be published and despatched in the manner
as required by the Listing Rules in due course. For determining the
entitlement to attend and vote at the AGM, the register of members
of the Company will be closed from Tuesday, 23 June 2026 to Friday,
26 June 2026, both days inclusive, during which period no transfer of
shares of the Company will be registered. The record date will be
Friday, 26 June 2026. In order to be eligible to attend and vote at the
AGM, all share transfer documents accompanied by the relevant share
certificates must be lodged with the Company’s Hong Kong Branch
Share Registrar, Tricor Investor Services Limited, on 17/F, Far East
Finance Centre, 16 Harcourt Road, Hong Kong, for registration not
later than 4:30 p.m. on Monday, 22 June 2026.
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ENVIRONMENTAL POLICIES AND PERFORMANCE

The Group is principally engaged in the provision of gold mine
hazardous waste treatment services and recycling and extracting
therefrom resources with economic value for sale. The Group is
committed to the long-term sustainability of the environment and
communities in which it operates. The Group complies with applicable
environmental protection laws and regulations for its business
operations, and has implemented relevant environmental protection
measures in compliance with applicable laws and regulations of PRC.
The Company’s 2025 environmental, social and governance report will
be available on our website on the same date as the publication date
of this annual report.

FUTURE PLANS FOR MATERIAL INVESTMENTS OR
CAPITAL ASSETS

Save as disclosed under the section headed “Future Plans and Use of
Proceeds” in the Prospectus, “Management Discussion and Analysis”
section of this annual report and the Acquisition disclosed in the
announcement of the Company dated 26 January 2026 and 9
February 2026, the Group does not have any other plans for material
investments or capital assets.

USE OF NET PROCEEDS FROM THE LISTING AND
UPDATE IN EXPETCED TIMELINE FOR FULL
UTILISATION

The shares of the Company were listed on the Main Board of the
Stock Exchange on the Listing Date by way of global offering, upon
which 250,000,000 shares were issued, raising the total net proceeds
(after deducting underwriting commissions and other related listing
expenses) of approximately RMB177.3 million (equivalent to
approximately HKD217.3 million).
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The table below sets forth the allocation and status of utilisation of ~ TNXREFIEEHREHHMMERBFEN D &
the net proceeds during the Reporting Period and the expected B AKRL - A K B B AR K &) FB P 13 SR B A0 B
timeline of the use of the unutilised proceeds: A :

Net proceeds Expected
utilised Net timeline
during proceeds  Netproceeds  for full
the year utilised unutilised utilisation
Percentage Planned Planned ended asat asat  of the
tototal  useofnet  useofnet 31December 31December 31December  unutilised
amount proceeds proceeds 2025 2025 2025  proceed
S
“RCRF RIRCEF RORCRRF

t=A t=A t=A
=t-8 =t-B =t-H

%A  FBRE L5 EBAZ  XBAZ
BEZ BEe EBAZ  FBRE  FBRE REZHBAKEA
iEAE  HEAR FENEER B BE  ZABRAZBAR
HKD million ~ RMBmillon ~ RMBmilion ~ RMB million  RMB million
ARE \W ARE ARE
- ] BET BET
Establish the New Production Facility, 86.7% 1884 153.7 39 149.6 4.1 Will'be fully utilised by
comprising two production compartments, 30 June 2026

with a permitted annual treatment capacity
of 600,000 tonnes, and diversification of

our product offerings
RUMEER AERETFRE BRZZZAF
B 71600,000B M A E R LR ERBSE ~A=TH
gt - CIL
Strengthen our research and development 3.9% 8.5 6.9 - 6.9 -

capabilities to enhance existing products and

diversify our product offering
mAMELNABCRBERR

hREREER
General working capital purpose 9.4% 204 16.7 - 16.7 -
~REELERE

100% 2173 1713 39 1732 41
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During the year ended 31 December 2025, the net proceeds were
utilised in accordance with the purposes as disclosed in the section
headed “Future Plans and Use of Proceeds” in the Prospectus. The
unutilised net proceeds have been deposited as short-term deposits in
the bank account maintained by the Group.

The expected timeline for utilising the unutilised net proceeds is based
on the best estimation of the Directors barring unforeseen
circumstances, and would be subject to change based on the future
development of market conditions. Further details of the breakdown
and description of the proceeds are set out in the section headed
“Future Plans and Use of Proceeds” in the Prospectus.

SIGNIFICANT INVESTMENTS HELD, MATERIAL
ACQUISITIONS AND DISPOSALS OF SUBSIDIARIES,
ASSOCIATES AND JOINT VENTURES

During the Reporting Period, the Group did not hold any significant
investments, nor did it have any material acquisitions or disposals of
any subsidiaries, associates or joint ventures.

COMPLIANCE WITH THE RELEVANT LAWS AND
REGULATIONS

Save as disclosed above, as far as the Board and management are
aware, the Group has complied in all material aspects with the
relevant laws and regulations that have a significant impact on the
business and operations of the Group. During the year ended 31
December 2025, there was no material breach of, or non-compliance
with, applicable laws and regulations by the Group.

RELATIONSHIP WITH MAJOR STAKEHOLDERS

The Group's primary stakeholder groups include its customers,
suppliers, and employees.
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Customers

The Group maintains active relationship with its customers to explore
new business opportunities and is highly committed to delivering
superior quality of services and products to its customers on time.

Suppliers

The Group maintains a list of approved and qualified suppliers (based
on their prices, quality, past performance and capacity) and strives to
establish long term business relationship with them.

Employees

Employees are regarded as valuable assets of the Group. The objective
of the Group’s human resource management is to reward and
recognise well-performed staff by providing a competitive
remuneration package and implementing a sound performance
appraisal system with appropriate incentives. In particular, the Group
promotes career development and advancement by providing
appropriate training and opportunities in order to enhance the
employees’ work performance.

MAJOR CUSTOMERS AND SUPPLIERS

For the years ended 31 December 2025, our five largest customers
accounted for approximately 38.2% of our total revenue and our
largest customer accounted for approximately 13.5% of our total
revenue.

For the years ended 31 December 2025, our five largest suppliers
accounted for approximately 52.8% of our total cost of sales and our
largest supplier accounted for approximately 16.2% of our total cost
of sales.

None of the Directors or any of their associates or any shareholders
(whom, to the best knowledge of the Directors, own more than 5%
of the Company'’s total issued share capital), had any beneficial
interest in the Group’s five largest customers or suppliers during the
year ended 31 December 2025.

CHARITABLE DONATION

Charitable donation made by the Group during the Reporting Period
amounted to approximately RMB284,000 (2024: approximately
RMB165,000).
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PROPERTY, PLANT AND EQUIPMENT

Details of movements of the property, plant and equipment of the
Group during the year are set out in Note 15 to the consolidated
financial statements.

SHARE CAPITAL

Details of movements in the share capital of the Company for the
Reporting Period are set out in Note 25 to the consolidated financial
statements.

DEBENTURE

The Group did not issue any debenture during the Reporting Period
(2024: Nil).

EQUITY-LINKED AGREEMENTS

There are no equity-linked agreements which were entered into or
remained subsisting during the Reporting Period or as of the end of
the year ended 31 December 2025 (2024: Nil).

PRE-EMPTIVE RIGHTS

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

TAX RELIEF AND EXEMPTION

The Directors are not aware of any tax relief and exemption available
to the shareholders by reason of their holding of the Company’s
securities.

SUBSIDIARIES

Particulars of the Company’s subsidiaries are set out in Note 37 to the
consolidated financial statements in this annual report.

RESERVES

Movements during the year in the reserves of the Group and the
Company are set out in the consolidated statement of changes in
equity, Notes 25 and 26 to the consolidated financial statements.

DISTRIBUTABLE RESERVES

As at 31 December 2025, the Company’s reserves available for
distribution as dividends, calculated in accordance with the relevant
rules and regulations, amounted to approximately RMB172.1 million.
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FINANCIAL SUMMARY

A summary of the results, assets and liabilities of the Group for the
past five years is set out on page 5 of this annual report.

SHARE CAPITAL

Details of movements in the share capital of the Company during the
year ended 31 December 2025 are set out in Note 25 to the
consolidated financial statements.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES

Neither the Company nor its subsidiaries had purchased, sold or
redeemed any of the Company’s listed securities for the year ended
31 December 2025. As at 31 December 2025, the Company did not
hold any treasury shares (2024: nil).

BORROWINGS

The Group had interest-bearing borrowings of approximately
RMB283.2 million as at 31 December 2025 (2024: RMB138.6 million).
Borrowings were denominated in RMB and interests on borrowings
were mainly charged at fixed rate.

Particulars of borrowings of the Group as at 31 December 2025 are
set out in Note 29 to the consolidated financial statements in this
annual report.

DIRECTORS

The Directors during the year ended 31 December 2025 and up to the
date of this annual report were:

Executive Directors:

Mr. Liu Zeming (£15£8%) (Chairman)
Mr. Zhan Yirong (47, &) (Chief Executive Officer)
Mr. Sheng Haiyan (2% &%) (Chief Technical Officer)

Independent Non-executive Directors:

Mr. Zhang Shijun (3R X\ E)
Ms. Liu Ye (2] )
Mr. Lau Chung Wai (21 #2)
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In accordance with the provisions of the Articles of Association, at
each annual general meeting, one third of the Directors for the time
being (or if their number is not a multiple of three, then the number
nearest to but not less than one third) shall retire from office by
rotation provided that every Director shall be subject to retirement at
an annual general meeting at least once every three years. The
Directors to retire by rotation shall include any Director who wishes to
retire and not offer himself for re-election. Any further Directors so to
retire shall be those who have been longest in office since their last
re-election or appointment but as between persons who became or
were last re-elected Directors on the same day those to retire will
(unless they otherwise agree among themselves) be determined by
lot.

In accordance with articles 84.(1) and 84.(2) of the Articles of
Association, Mr. Sheng Haiyan, being an executive Director and Mr.
Lau Chung Wai, being an independent non-executive Director, will
retire by rotation and being eligible, will offer themselves for re-
election at the AGM.

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

ANNUAL CONFIRMATION OF INDEPENDENCE FROM
INDEPENDENT NON-EXECUTIVE DIRECTORS

The Company has received annual confirmations of independence
from all independent non-executive Directors regarding each of the
factors referred to in rule 3.13 of the Listing Rules. As at the date of
this report, the Company still considers all of the independent non-
executive Directors to be independent.

DIRECTORS' SERVICE CONTRACTS

Each of our executive Directors has entered into a service contract
with our Company pursuant to which they agreed to act as executive
Directors for an initial term of three years with effect from the Listing
Date which may be terminated by either party by giving not less than
three months’ written notice. The term of service contract shall be
renewed and extended automatically for successive terms of one year
upon expiry of the then current term until terminated by either party
by giving not less than three months’ written notice to the other.
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Each of the independent non-executive Directors has been appointed
for an initial term of three years commencing from 23 October 2021
which may be terminated by either party by giving not less than three
months’ written notice. The term of appointment shall be renewed
and extended automatically for successive terms of two years upon
expiry of the then current term until terminated by either party giving
not less than three months’ written notice to the other.

Save as disclosed above, none of our Directors has or is proposed to
have a service contract with our Company or any of our subsidiaries
other than contracts expiring or determinable by the employer within
one year without the payment of compensation (other than statutory
compensation).

DIRECTORS’ MATERIAL INTEREST IN TRANSACTIONS,
ARRANGEMENTS AND CONTRACTS OF SIGNIFICANCE

Save as disclosed in this annual report, there were no significant
transactions, arrangements and contracts of significance in relation to
the Group’s business to which the Company was a party and in which
a director of the Company or an entity connected with a director of
the Company had a material interest, whether directly or indirectly,
subsisted at the end of the year or at any time during the year.

CONTRACTS OF SIGNIFICANCE WITH CONTROLLING
SHAREHOLDER

Save as disclosed in this annual report, none of the Company or any
of its subsidiaries entered into any contracts of significance with the
Controlling Shareholder(s) or any of its subsidiaries, nor was there any
contracts of significance between the Company or any of its
subsidiaries and the Controlling Shareholder or any of its subsidiaries
in relation to provision of services for the Reporting Period.

REMUNERATION OF DIRECTORS AND FIVE HIGHEST
PAID INDIVIDUALS

Details of the remuneration of the Directors and the five highest paid
individuals of the Group for the Reporting Period are set out in Notes
39 and 9 to the consolidated financial statements.

During the Reporting Period, there were no arrangements under
which a Director or the five highest paid individuals waived or agreed
to waive any emoluments. In addition, no emoluments were paid by
the Group to the Directors or the five highest paid individuals as an
inducement to join or upon joining the Group or as compensation for
loss of office during the Reporting Period.
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EMPLOYEE AND REMUNERATION POLICY

As at 31 December 2025, the Group had 417 employees. For the year
ended 31 December 2025, the staff cost of the Group was
approximately RMB38.9 million.

The remuneration packages for our employees include salary, bonuses
and allowances. The Group participates in social insurance schemes
operated by the relevant local government authorities and maintain
mandatory pension contribution plans, medical insurance, work-
related injury insurance, unemployment insurance, housing
accumulation funds and maternity insurance for some of our
employees. The Group has also participated in the mandatory
provident fund retirement benefit scheme in Hong Kong.

The Group's employee remuneration policy is determined by reference
to factors such as remuneration standard of the local market, the
overall remuneration standard in the industry, market condition,
operating efficiency and employee performance. The Group provides
sufficient training to our employees depending on their roles.

The emoluments of the Directors are first reviewed by the
Remuneration Committee and then approved by the Board, with
regard to the Directors’ skill, knowledge, involvement in the Group's
affairs and the performance of each Director, together with reference
to the profitability of the Group, remuneration benchmarks in the
industry, and prevailing market conditions.

The Company has adopted a share option scheme (the “Share
Option Scheme”) as an incentive to the Directors and eligible
employees, details of which are set out in the Prospectus. No share
option has been granted, exercised, cancelled or lapsed under the
Share Option Scheme since its adoption and up to the date of this
annual report.

During the Reporting Period, the Group has not experienced any
significant problems with its employees due to labour disputes nor has
it experienced any difficulty in the recruitment and retention of
experienced staff.

RETIREMENT BENEFITS PLAN

Details of retirement benefits plan of the Group for the year ended 31
December 2025 are set out in Note 40.18 to the consolidated
financial statements.
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PERMITTED INDEMNITY PROVISION

Pursuant to the Articles of Association, every Director shall be
indemnified and secured harmless out of the assets of the Company
against all actions, costs, charges, losses, damages and expenses
which they or any of them may incur or sustain by or by reason of any
act done, concurred in or omitted in or about the execution of their
duty in their offices. Such permitted indemnity provision has been in
force for the year ended 31 December 2025. The Company has
arranged appropriate directors’ and officers’ liability insurance
coverage for the Directors and officers of the Group and it remains in
force at the date of this annual report.

CHANGES TO INFORMATION OF DIRECTORS

There was no change in the Directors’ information required to be
disclosed pursuant to Rule 13.51B(1) of the Listing Rules for the
Reporting Period and up to the date of this annual report.

BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR
MANAGEMENT

The biographical details of the Directors and senior management are
set out in the section headed “Directors and Senior Management” on
pages 23 to 29 of this annual report.

SHARE OPTION SCHEME

The Share Option Scheme was conditionally adopted by the Company
on 23 October 2021 and shall be valid until 22 October 2031. On and
subject to the terms of the Share Option Scheme and the
requirements of the Listing Rules, the Board shall be entitled to, at its
absolute discretion and on such terms as it deems fit, grant any
employee (full-time or part-time), director, supplier, customer,
consultant, adviser, shareholder, service provider of the Group or other
group or classes of participants who have contributed or may
contribute by way of joint venture, business alliance or other business
arrangement to the development and growth of us, options to
subscribe for such number of Shares as the Board may determine in
accordance with the terms of the Share Option Scheme. The purpose
of the Share Option Scheme is to enable us to grant options to
selected participants as incentives or rewards for their contribution to
us. Our Directors consider the Share Option Scheme, with its
broadened basis of participation, will enable us to reward the
employees, our Directors and other selected participants for their
contributions to us. A Summary of principal terms of the Share Option
Scheme is set out in the paragraph headed “14. Share Option
Scheme” in Appendix V to the Prospectus.
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Pursuant to the terms of the Share Option Scheme and in compliance
with the provisions in Chapter 17 of the Listing Rules, the total
number of the Shares which may be allotted and issued upon the
exercise of all options (excluding, for this purpose, options which have
lapsed in accordance with the terms of the Share Option Scheme and
any other share option scheme of us) to be granted under the Share
Option Scheme and any other share option scheme of us must not in
aggregate exceed 10% of the number of Shares in issue as at the
date of this annual report, being 100,000,000 Shares. As at 1 January
and 31 December 2024, there are 100,000,000 options available for
grant under the Share Option Scheme. The total number of shares
available for issue under the Share Option Scheme is 100,000,000
which represents 10% of the total issued Shares of the Company as
at the date of this annual report.

The maximum number of Shares which may be issued upon the
exercise of all outstanding options granted and yet to be exercised
under the Share Option Scheme and any other share option scheme
adopted by us must not in aggregate exceed 30% of the share capital
of our Company in issue from time to time.

The total number of Shares issued and which may fall to be issued
upon the exercise of the options granted under the Share Option
Scheme and any other share option scheme of us (including both
exercised or outstanding options) to each grantee in any 12-month
period shall not exceed 1% of the number of Shares in issue for the
time being (“Individual Limit"). Any further grant of options in
excess of the Individual Limit in any 12-month period up to and
including the date of such further grant must be separately approved
by our Shareholders in general meeting of our Company with such
grantee and his close associates (or his associates if the grantee is a
connected person) abstaining from voting.

An option may be accepted by a participant within 21 days from the
date of the offer of grant of the option.

An option may be exercised in accordance with the terms of the Share
Option Scheme at any time during a period to be determined and
notified by our Directors to each grantee, which period may
commence from the date of the offer for the grant of options is
made, but shall end in any event not later than 10 years from the date
of grant of the option subject to the provisions for early termination
thereof. Unless otherwise determined by our Directors and stated in
the offer for the grant of options to a grantee, there is no minimum
period required under the Share Option Scheme for the holding of an
option before it can be exercised.
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Any grant of options under the Share Option Scheme to a Director,
chief executive or substantial shareholder of our Company or any of
their respective associates must be approved by independent non-
executive Directors (excluding independent non-executive Director
who or whose associates is the proposed grantee of the options).

Where any grant of options to a substantial shareholder or an
independent non-executive director or any of their respective
associates would result in the Shares issued and to be issued upon
exercise of all options already granted and to be granted (including
options exercised, cancelled and outstanding) to such person in the
12-month period up to and including the date of such grant: (i)
representing in aggregate over 0.1% of the Shares in issue; and (ii)
having an aggregate value, based on the closing price of the Shares at
the date of each offer for the grant, in excess of HK$5 million; such
further grant of options must be approved by Shareholders in general
meeting. Our Company must send a circular to our Shareholders,
within such time as may be specified in the Listing Rules.

The subscription price for the Shares under the Share Option Scheme
shall be a price determined by our Directors, but shall not be less than
the highest of (i) the closing price of the Shares as stated in the Stock
Exchange’s daily quotations sheet for trade in one or more board lots
of the Shares on the date of the offer for the grant, which must be a
business day; (ii) the average closing price of Shares as stated in the
Stock Exchange’s daily quotations for the five business days
immediately preceding the date of the offer for the grant; and (iii) the
nominal value of a Share.

A nominal consideration of HK$1 is payable on acceptance of the
grant of an option.

Since the adoption of the Share Option Scheme, no option has been
granted. Therefore, no option was exercised, cancelled or lapsed since
its adoption and up to the date of this annual report and there was
no option outstanding as at 31 December 2025.

DIRECTORS’ AND CHIEF EXECUTIVE'S INTERESTS
AND SHORT POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES OF THE COMPANY OR
ANY OF ITS ASSOCIATED CORPORATIONS

As at 31 December 2025, the interests and short positions of the
Directors and the chief executives of the Company in the shares,
underlying shares and debentures of the Company or its associated
corporations (within the meaning of Part XV of the SFO) which were
required to be entered in the register kept by the Company pursuant
to section 352 of the SFO, or which were required to be notified to
the Company and the Stock Exchange pursuant to the Model Code
contained in Appendix C3 to the Listing Rules, are set out below:
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Interest in the Company

Name of Director

Capacity/Nature of interest

|
i

() REQXFNES

Approximate
shareholding

Number of Shares percentage (%)

AR
EEnA 515 wmitE BHEE Bkt (%)
Mr. Liu Interest of a controlled corporation® 589,500,000 58.95%
254 ZEEEER?
Beneficial owner 34,730,000 3.47%
EmHEAA
Mr. Zhan Yirong Beneficial owner 1,000,000 0.1%
B LB EnHEAA
Mr. Sheng Haiyan Beneficial owner 1,000,000 0.1%
B A EnEEA
1. Allinterests stated are long position. 1. PP BERRERITE-

2. 589,500,000 Shares are registered in the name of Zeming
International Investment Co., Ltd, the entire issued capital of
which is legally and beneficially owned by Mr. Liu. By virtue of the
SFO, Mr. Liu is taken to be interested in the Shares held by
Zeming International Investment Co., Ltd.

Interest in associated corporation

Name of Director

Name of associated corporation

ExEE R EZEER

2. 589,500,000/% % {5 LA Zeming International
Investment Co., Ltd K& & 25 ° 52 A Al
2R EITRABI LS EZERES -
RIBFEH RBEERA - 21X EEE /R
Zeming International Investment Co., Ltd #f

BRI A R AR

(i) REBEZENES

Approximate
shareholding
percentage (%)
BB

B2 (%)

Capacity/Nature

g4 HE

Mr. Liu Zeming International Investment Co., Ltd. Beneficial owner 100%
e Zeming International Investment Co., Ltd. BB A
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DIRECTORS' RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Save as disclosed above, as at 31 December 2025, none of the
Directors and chief executives of the Company had interests or short
positions in the shares, underlying shares and debentures of the
Company or its associated corporations (within the meaning of Part
XV of the SFO) which were required to be entered in the register kept
by the Company pursuant to section 352 of the SFO, or as otherwise
notified to the Company and the Stock Exchange pursuant to the
Model Code.

SUBSTANTIAL SHAREHOLDERS' INTERESTS AND
SHORT POSITIONS IN SHARES AND UNDERLYING
SHARES

As at 31 December 2025, according to the register kept by the
Company under Section 336 of SFO and so far as was known to the
Directors or the chief executives of the Company, the following
persons (other than the Directors or chief executives of the Company)
who had interests or short positions in the Shares or the underlying
Shares of the Company which would fall to be disclosed under the
provisions of Division 2 and 3 of Part XV of the SFO were as follows:

Name of Shareholder

Capacity/Nature of interest
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EEgHE

EERBROJEEZTNER
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Approximate
shareholding

Number of Shares percentage (%)

BMAOFR
BRER BB B EnitEg dvipgE| B oL (%)
Zeming International Investment Beneficial owner 589,500,000 58.95
Co., Ltd. EmEBA
Ms. Li Liyan Interest of spouse® 624,230,000 62.42
TRELT Bir B @
1. Allinterests stated are long position. 1. Pl EERIABTE-

2. Mes. Li Liyan is the spouse of Mr. Liu. Under the SFO, Ms. Li Liyan is taken
to be interested in the same number of Shares in which Mr. Liu is
interested.

2. FREZIRILENMEB REEFLHE
Gl FEB L L RE AR B L EH G TN

HREE RO EEEE-
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Save as disclosed above, as at 31 December 2025, according to the
register kept by the Company under Section 336 of the SFO and so
far as were known to the Directors or the chief executives of the
Company, there was no other person (other than the Directors or
chief executives of the Company) who had an interest or short
position in the Shares or the underlying Shares of the Company which
would fall to be disclosed under the provisions of Division 2 and 3 of
Part XV of the SFO.

COMPETING BUSINESS

During the year ended 31 December 2025 and up to the date of this
annual report, none of the Directors is considered to have interests in
businesses which compete or are likely to compete, either directly or
indirectly, with the businesses of the Group pursuant to the Listing
Rules.

COMPLIANCE WITH NON-COMPETITION
UNDERTAKINGS BY CONTROLLING SHAREHOLDERS

On 23 October 2021, Zeming International Investment Co., Ltd. and
Mr. Liu, each being a controlling shareholder of the Company, entered
into a deed of non-competition (the “Deed of Non-competition”)
in favour of the Company, details of which are set out in the section
headed “Relationship with our Controlling Shareholders — Deed of
Non-Competition” in the Prospectus.

Each of Zeming International Investment Co., Ltd. and Mr. Liu has
confirmed to the Company that it/he has complied with the Deed of
Non-competition as disclosed in the Prospectus for the year ended 31
December 2025.

The independent non-executive Directors have reviewed the
compliance with the Deed of Non-competition by each of Zeming
International Investment Co., Ltd. and Mr. Liu, and confirmed that
Zeming International Investment Co., Ltd. and Mr. Liu have complied
with and implemented the Deed of Non-competition.

CONNECTED TRANSACTIONS

The Group did not conducted any non-exempt connected transaction
or continuing connected transaction for the year ended 31 December
2025. There was no connected transaction or continuing connected
transaction that would be subject to, among other things, the
reporting, announcement or independent shareholders’ approval
requirements under Chapter 14A of the Listing Rules, and the
Company has complied with the requirements under Chapter 14A of
the Listing Rules.
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Details of the related party transactions carried out in the normal
course of business are set out in Note 35 to the financial statements
of this annual report. None of these related party transactions
constitutes a non-exempt connected transaction or continuing
connected transaction as defined under the Listing Rules, and the
Company has complied with the disclosure requirements under
Chapter 14A of the Listing Rules.

MANAGEMENT CONTRACTS

For the year ended 31 December 2025, no management or
administration contract concerning the management of the whole or
substantial part of any business of the Company was entered into, or
subsisted at the end of the year.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company
and to the knowledge of the Directors as at the date of this annual
report, there was at least 25% of the Company’s total issued shares,
being a minimum percentage of sufficient prescribed public float of
the issued shares of the Company under the Listing Rules.

CORPORATE GOVERNANCE

The Company is committed to maintaining the highest standard of
corporate governance practices. Information on the corporate
governance practices adopted by the Company is set out in the
Corporate Governance Report on pages 30 to 47 of this annual
report.

EVENTS AFTER THE REPORTING PERIOD

On 26 January 2026, Shandong Jinjia entered into the sale and
purchase agreement to acquire the total equity interest in the Target
Company at a total consideration of RMB71,170,000.

As at the date of this annual report, the total consideration for the
Acquisition was fully settled and the registration of the transfer of the
equity interest of the Target Company was completed.
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The Target Company is currently focusing on the construction of the
production facilities for the production of chemical products including
sulphuric acid, sulfamic acid and magnesium sulfate. The principal
assets of the Target Company comprise: (i) land use rights of a parcel
of industrial land located in Yinhai Chemical Industrial Park, Laizhou
city, Shandong province, the PRC, with a total gross site area of
approximately 175,155.81 sq.m with the expiry date of June 2072; (ii)
properties under construction, including factory premises, buildings
and warehouses with a current building area of approximately
125,064.63 sq.m, and (iii) other infrastructure, production lines and
machineries.

For details of the Acquisition, please refer to the announcements of
the Company dated 26 January 2026 and 9 February 2026.

Save as disclosed above, there are no other material subsequent
events undertaken by the Company or by the Group after 31
December 2025.

AUDITOR

The consolidated financial statements of the Group for the year ended
31 December 2025 have been audited by PricewaterhouseCoopers,
the auditor of the Company. A resolution for the re-appointment of
PricewaterhouseCoopers as the Company’s auditor will be proposed
at the forthcoming AGM.

On behalf of the Board

HONGCHENG ENVIRONMENTAL TECHNOLOGY COMPANY
LIMITED

LIU Zeming

Chairman and Executive Director

Shandong, PRC, 31 March 2026
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To the Shareholders of HONGCHENG ENVIRONMENTAL
TECHNOLOGY COMPANY LIMITED
(incorporated in the Cayman Islands with limited liability)

OPINION
What we have audited

The consolidated financial statements of HONGCHENG
ENVIRONMENTAL TECHNOLOGY COMPANY LIMITED (the
“Company”) and its subsidiaries (the “Group”), which are set out on
pages 77 to 192, comprise:

o the consolidated statement of financial position as at 31
December 2025;

o the consolidated statement of comprehensive income for the
year then ended,;

o the consolidated statement of changes in equity for the year
then ended;

o the consolidated statement of cash flows for the year then
ended; and

o the notes to the consolidated financial statements, comprising
material accounting policy information and other explanatory
information.

Our opinion

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

INDEPENDENT AUDITOR’S REPORT
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BASIS FOR OPINION

We conducted our audit in accordance with International Standards
on Auditing (“ISAs”). 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 believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Independence

We are independent of the Group in accordance with the Code of
Ethics for Professional Accountants as issued by the International
Ethics Standards Board for Hong Kong Institute of Certified Public
Accountants (the “Code”), as applicable to audits of financial
statements of public interest entities. We have also fulfilled our other
ethical responsibilities in accordance with the Code.

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.

Key audit matter identified in our audit is related to revenue of
provision of gold mine hazardous waste treatment services and cost
allocation between detoxing treatment service and production of
pyrite concentrate.
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Key Audit Matter

BRELEER

INDEPENDENT AUDITOR’S REPORT
BY %BEH S

How our audit addressed the Key Audit Matter
TENERNTEEBRERER

Revenue recognition of provision of gold mine
hazardous waste treatment services and cost
allocation between detoxing treatment service and
production of pyrite concentrate
RBURSBEREYEZEREIRAEZURBEEER
B EIEEELEZ MK 5 B

Refer to notes 4(a) and 5 to the consolidated financial
statements

RAREREHERM T 4@a) K5 -

The Group recognised revenue from provision of gold
mine hazardous waste treatment services amounting to
RMB38.8 million for the year ended 31 December 2025.
The Group’s gold mine hazardous waste treatment
services are conducted in various detoxing processes and
integrated with the process of production of pyrite
concentrate. The Group recognised revenue from
detoxing treatment service as well as revenue from sales
of the pyrite concentrate produced from the detoxing
treatment process. The Group recognised revenue of
detoxing treatment service on over time basis based on
the percentage of completion applied on detoxing
treatment services performance obligation which is in
turn determined with reference to the percentage of cost
incurred up to date to the total estimated cost of
completion that are attributable to the treatment services.
The allocation of processing costs between detoxing
treatment service and production of pyrite concentrate
involves estimation and judgement.
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Our audit procedures in relation to this key audit matter
included the following:

EERABERET FRANTHETEFEEATEEA

For revenue recognised on gold mind Hazardous waste
treatment services

IR BEREYEERERATNE

e Understood, evaluated and tested the Group's key
controls over revenue recognition of the provision of
gold mine hazardous waste treatment services and
assessed the inherent risk of material misstatement by
considering the level of complexity and other inherent
risk factors;

TR FERAARNEERRHSBEREYERE
RGHWMAER L TEANRERE WEBEBEM
BENMEMESRBRRESE  HEEASHRNEBRER

e Checked, on a sample basis, the contracts signed with
customers for provision of gold mine hazardous waste
treatment services, including the unit price of treatment
fee and the performance obligations;
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Key Audit Matter How our audit addressed the Key Audit Matter

BRELEER EENBERNMNEEFARERSE

Revenue recognition of provision of gold mine
hazardous waste treatment services and cost
allocation between detoxing treatment service and
production of pyrite concentrate (Continued)
RBHRSBEREYEZERBHBAEZURBEEER
R B IEAGE B 2 A2 7 B (48

e Arranged, on a sample basis, confirmations to
customers to confirm the quantity of the gold mine
hazardous waste collected from customers, the unit
price of treatment fees and treatment service fees
during the year;

KA MEFPEHERL UERFEANEE
PR eEEREVHE CEEEEREER
BER:

e Arranged stock take to verify the quantity of the
hazardous waste have not completed the detoxing
treatment processes as at balance sheet date;
THRHEUREEEERNATKBESEETIFNG
REEMBE

e Checked the calculation, on a sample basis, of the
completion percentage of treatment services at the
year end based on the costs incurred up to date to the
total estimated cost of treatment service, and then the
recalculation of the revenue amount; and
KA REREEZEE B BEANME IR RS T
BRATENFEREERBETIB DL W EHE
HWASE &
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Key Audit Matter
HEEREE

Revenue recognition of provision of gold mine
hazardous waste treatment services and cost
allocation between detoxing treatment service and
production of pyrite concentrate (Continued)
RBURSBEREYEZEREIRAEZURBEEER
HEm BB LEEZ KA E ()

We focused on this area due to the significant
management judgements estimation involved in
determination of performance obligations, and the
determination of costs attributable to different processes,
the allocation of common costs and also determination
of the completion percentage of performance obligation
attributable to treatment services.

EEREZREE  NRETRNEMT ETHBTRI
FEIA « DERERKA - ARETHBEEREHE
HWEETIADLE  FRENERHE LG -

INDEPENDENT AUDITOR’S REPORT
BY %BEH S

How our audit addressed the Key Audit Matter
EENERNTEERRERSE

On costs allocation between detoxing treatment service
and production of pyrite concentrate

LIRS R B AR B i 2 R A5 0 AL B 2 BT A B AN 73 B T

Iy

e Assessed management’s determination of costs

attributable to the processes for treatment services and
for production of pyrite concentrate. We (i) tested, on
a sample basis, the costs incurred for detoxing
treatment services during the year to supporting
documents; (ii) for common costs that require
allocation among the two processes, we enquired and
challenged management the reasonableness of the
basis of allocation; and (iii) checked the accuracy of
calculation of allocations of costs.
A EREENEERERS Iy RMEREREEE
TR AETE & 5 () A7 20 E £ E AR
SRERBELENKAT ZEBEESR: (TR
MELFZEOENHRKAN ARKEREEE
AP REENGEI: R(NVBREKESEAED
AN

We found the judgement and estimation involved in the
determination of revenue reconginiton from provision of
gold mine hazardous waste treatment services and cost
allocation between detoxing treatment service and
production of pyrite concentrate to be supportable based
on available evidence.

EERN - REBEVERNER ETXERHBERR
JEE ¥ B 3 AR 755 ) LA\ B R LA I R 55 B B PR 7S B AR S R A
T A B 2 R AR 3 B P 0 I 80 41 i % fil =t BB AT S 4%
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OTHER INFORMATION

The directors of the Company are responsible for the other
information. The other information comprises all of the information
included in the Company’'s 2025 annual report (the “annual report”)
other than the consolidated financial statements and our auditor’s
report thereon. We have obtained some of the other information
including the management discussion and analysis prior to the date of
this auditor’s report. The remaining other information, including
corporate profile, chairman’s statement, environmental, social and
governance report, director’s report, profiles of directors and senior
management and the other sections to be included in the annual
report, is expected to be made available to us after that date.

Our opinion on the consolidated financial statements does not cover
the other information and we do not and will 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 identified above
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.
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If, based on the work we have performed on the other information
that we obtained prior to the date of this auditor’s report, we
conclude that there is a material misstatement of this other
information, we are required to report that fact. We have nothing to
report in this regard.

When we read the remaining other information to be included in the
annual report, if we conclude that there is a material misstatement
therein, we are required to communicate the matter to the Audit
Committee and take appropriate action considering our legal rights
and obligations.

RESPONSIBILITIES OF DIRECTORS AND THE AUDIT
COMMITTEE FOR THE CONSOLIDATED FINANCIAL
STATEMENTS

The directors of the Company are responsible for the preparation of
the consolidated financial statements that give a true and fair view in
accordance with IFRS Accounting Standards 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 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
either intend to liquidate the Group or to cease operations, or have
no realistic alternative but to do so.

The Audit Committee is responsible for overseeing the Group's
financial reporting process.

INDEPENDENT AUDITOR’S REPORT

B A BE R
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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. We report our opinion solely to you,
as a body, and for no other purpose. We do not assume responsibility
towards or accept liability to any other person for the contents of this
report. Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with ISAs will
always detect a material misstatement when it exists. Misstatements
can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of these
consolidated financial statements.

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

o 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.

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

o 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 @ manner that achieves
fair presentation.

o 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 to communicate with them all relationships and other matters
that may reasonably be thought to bear on our independence, and
where applicable, actions taken to eliminate threats or safeguards
applied.

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

The engagement partner on the audit resulting in this independent
auditor’s report is Liao, Weining.

PricewaterhouseCoopers
Certified Public Accountants
Hong Kong, 31 March 2026
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For the year ended 31 December 2025 H#E - -HF+-F=+—HILtFE

,i\.“\ CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
A.- ab.

Year ended 31 December

BEt+t-A=1T—HLEE

2025 2024
—E_FHE —EmE
RMB’000 RMB'000
AR¥ T ARETIT
Revenue I &5 5 323,637 233,908
Cost of sales SHE RN 8 (129,307) (102,122)
Gross profit EF 194,330 131,786
Other income E A 6 1,596 1,254
Other losses — net HihEiEFRE 7 (2,490) (521)
(Provision for impairment)/reversal of B E CRERE), BE
provision on financial assets e (119) 355
Selling expenses HEMY 8 (5,215) (2,121)
Administrative expenses TTHRXY 8 (53,240) (39,165)
Research and development expenses R 8 (19,290) (12,800)
Operating profit ReERA 115,572 78,788
Finance income A WA 10 41 99
Finance costs B & A AR 10 (5.618) (5,643)
Finance costs — net ME R FEEE 10 (5,577) (5,544)
Profit before income tax BRETS B AIEF 109,995 73,244
Income tax expense Frig®if 11 (21,671) (13,472)
Profit for the year FEREFR 88,324 59,772
Other comprehensive income: Hib 2 E U :
Item that may be reclassified to profit or A B H M E 18z HH
loss
— Currency translation differences — BHINEBREERE
on foreign operation =% 691 (251)
Item that will not be reclassified to profit T & E#7 7482 1875 177E B
or loss
— Currency translation differenceson ~ — HARAINEEE
translation from functional BEAEIEEE
currency of the Company to B =
presentation currency 67 (58)
758 (309)
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For the year ended 31 December 2025 HE-T - FF+-A=+—HBILtFE

Year ended 31 December

BEt+t-HA=1+—HLEE

2025 2024
—E-RE —ZpE
RMB’000 RMB’000
ARBT R ARETT
Total comprehensive income for FRAZHERREHE
the year 89,082 59,463
Profit for the year attributable to: T & EEEFERRET
Owners of the Company RATMER A 88,498 60,012
Non-controlling interests VAR (174) (240)
88,324 59,772
Total comprehensive income for LT &EEEFAZERE
the year, attributable to: #azE .
Owners of the Company PIN/NETEZ R =N 89,256 59,703
Non-controlling interests FEEAR (174) (240)
89,082 59,463
Earnings per share for the year KATBBEEAEEERER
attributable to owners of BF|
the Company
Basic and diluted AR R EE
(expressed in RMB per share) (AEBRAREITYIR) 12 0.088 0.060

The above consolidated statement of comprehensive income should — E3lt4R & 2 [ 4 a5 7% & B2 BE B P 51 — GBI 7E ©
be read in conjunction with the accompanying notes.
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

e M BARR R

As at 31 December 2025 R —Z-FHFE+—-HA=+—H

As at 31 December

W+=HA=+—H
2025 2024
—E_RE —E U
RMB’000 RMB’000
AR%ET R AREFIT
ASSETS BE
Non-current assets FkRBEE
Right-of-use assets FREEE 14 73,056 76,020
Property, plant and equipment W - B KRR 15 666,119 488,831
Investment properties HEYZ 16 112,047 116,433
Intangible assets R AE 17 1,708 28
Prepayment for non-current assets JEMENE ETAN IR 18 2,054 44,032
Deferred income tax assets BEFTSHEE 30 2,115 4,150
857,099 729,494
Current assets REBEE
Inventories "rE 19 12,630 21,558
Trade and note receivables B 5 WA R R & 21 58,101 24,208
Other receivables and prepayments H fth FEU R IE R TS /1B 22 53,191 75,033
Financial assets at fair value through BAFEFAEM 2 EWES
other comprehensive income HEREE 23 23,873 5,687
Cash and cash equivalents Re MR EEY 24 154,766 65,213
Time deposits TEEfE R 24 10,000 =
312,561 191,699
Total assets EEHAE 1,169,660 921,193
EQUITY R
Equity attributable to owners of KARFEEAEGRER
the Company
Share capital [N 25 8,208 8,208
Share premium 15 % B 25 517,965 517,965
Other reserves H A R 26 (298,670) (299,428)
Retained earnings REBEF| 392,646 304,148
620,149 530,893
Non-controlling interests FEfE R e 37 11,836 12,010
Total equity fEmAAEE 631,985 542,903
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
R BRI R

As at 31 December 2025 R —Z-—H&FE+-HA=+—H

As at 31 December

R+=A=+—H
2025 2024
—ZE_hE —E PO
RMB’'000 RMB'000
AR®T T ARET T
LIABILITIES af&
Non-current liabilities FRBERE
Borrowings (BN 29 117,789 33,800
Deferred income tax liabilities BEFTBRERE 30 9,033 6,167
Lease liabilities HEaRE 14 - 413
Other long-term payables H bR B ETFIE 473 265
Other liabilities Htw&a® 31 91,670 89,183
218,965 129,828
Current liabilities REEE
Trade and note payables B S RNFIERENERE 27 29,554 3,991
Other payables and accruals HAth eI IA R BT E 28 88,301 75,312
Borrowings B 29 165,456 104,847
Current income tax liabilities BEAFTIS i A& 20,872 20,438
Contract liabilities aHaE 5 4,969 16,422
Lease liabilities HERE 14 - 394
Other liabilities Hitw&® 31 9,558 27,058
318,710 248,462
Total liabilities BEAE 537,675 378,290
Total equity and liabilities Rk aEesE 1,169,660 921,193

AR & B TSR 3K B BE P Y A — GBI AE

The above consolidated statement of financial position should be read
in conjunction with the accompanying notes.

FITE1NEMNREVBERRER T F
—A=Zt+—HBARRESEeHE THER
REZE-

The consolidated financial statements on pages 77 to 192 were
approved by the board of directors of the Company on 31 March
2026 and were signed on its behalf.

Mr. Liu Zeming Mr. Zhan Yirong

ZEM A Bogra4E
Chairman Director
ES E

80 HONGCHENG ENVIRONMENTAL TECHNOLOGY COMPANY LIMITED * ANNUAL REPORT 2025



o.
‘t‘&Mh

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

MRERRBER

For the year ended 31 December 2025 H#E - -HF+-F=+—HILtFE

Equity attributable to owners of the Company

ADRHR AELRER
Non-
Share Share Other  Retained controlling
capital premium  reserves  earnings interests Total
BEx  RAEE HtFE RERA FERER @t
Note RMB'000 RMB'000 RMB'000 RMB'000 RMB000 RMB000
Bz ARETT ARETT ARETE ARETT ARETRT ARETR
Balance at 1 January 2024 ~ R=—B-MF
—A-AMEE 8208 517,965  (299,119) 244,136 - 471190
Comprehensive income 2EKE
Profit/(loss) for the year FRERH/(B1B) - = = 60,012 (240) 59,772
Other comprehensive income  Efb 2z
— Currency translation —EHBEES
differences - - (309) - = (309)
Total comprehensive income ~ 2E M &A% = = (309) 60,012 (240) 59,463
Transactions with owners ~ EEFANR S
Capital injection from FERERRFTE
non-controlling interests
shareholders - - - - 12,250 12,250
Balance at 31 December 2024 R=ZB=[F
TZA=tT-AMEER 8208 517,965  (299,428) 304,148 12,010 542,903
Balance at 1 January 2025 R-B-If
—A-AWMEE 8208 517,965  (299,428) 304,148 12,010 542,903
Comprehensive income 2EKE
Profit/(loss) for the year FREF/(E1) - - - 88,498 (174) 88324
Other comprehensive income ~ Efb 2 Yz
— Currency translation —ERnEES
differences - - 758 - - 758
Total comprehensive income 2 M &A% - - 758 88,498 (174) 89,082
Balance at 31 December 2025 R=B=FRf
+ZA=t-AMEER 8208 517,965  (298,670) 392,646 11,836 631,985

The above consolidated statement of changes in equity should be | #li4R & HEzk B B3R FE ELBE B B 55 — GERIGE -

read in conjunction with the accompanying notes.
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For the year ended 31 December 2025 HE-T - FF+-A=+—HBILtFE

Year ended 31 December

BEt+t-HA=1+—HLEE

2025

—EB-REF
RMB’000
ARETT

2024
—EF-HF
RMB’000
ARETIT

Cash flows from operating activities K& FEHRERE
Cash generated from operations LETSIRE 32(@a) 92,440 118,335
Interest received B HFE 41 99
Interest paid EHE (5,899) (4,821)
Income tax paid BIFREE (16,337) (5,047)
Net cash generated from operating KEEBFS RS FRE

activities 70,245 108,566
Cash flows from investing activities JRETEHREHRE
Loan to a third party ME=ZFEXR (28,468) =
Purchase of property, BEYE BERRE

plant and equipment (102,459) (142,956)
Placement for time deposits FAEHER (10,000) =
Purchase of intangible assets EEELEE (1,716) (6)
Proceeds from disposal of property, HEDE  BEIRE

plant and equipment and other assets N H & E S HIE 32(b) 683 630
Receipt of asset related government e B 28 2 AR A A U A B

grants 10,000 3,960
Net cash used in investing activities KEEEFAREFHE (131,960) (138,372)
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For the year ended 31 December 2025 H#E - -HF+-F=+—HILtFE

Year ended 31 December
BE+=-A=1+—HIEEE
2025 2024

—E-HEF
RMB’000 RMB’000
AR®T ARET T

Cash flows from financing activities ®BEZHHRESHRE

Proceeds from bank borrowings RITIERPTE A 32(c) 136,150 64,800
Repayment of bank borrowings BEIRTTIER 32(c) (101,400) (40,100)
Proceeds from borrowings under finance BB EZH MEKFTE

lease arrangement FXQE] 32(c) 125,000 19,000
Repayment of borrowings under finance RIERVE T E L HHERER

lease arrangement 32(c) (37,617) (37,231)
Deposits paid of borrowings under BEMHERH T ERHEN

finance lease arrangement e (4,300) (570)
Receipt of deposits paid for borrowings — WEIRVE T E L HE T E KA

under finance lease arrangement BffiRe 1,000 500
Proceeds from discounted receivables B R M AL IR EGRIE

with recourse FT{S70A 32(c) 22,464 -
Increase in amounts due to related FEAS B8 5 SRIEE AN

parties 35(b) 49,998 18,710
Repayments of amounts due to related &2 &~ BAEE 75 5118

parties 35(b) (39,821) (18,131)
Capital injection from non-controlling TR )T &

interests - 12,250
Principal and interest elements of lease ~ FAEFFHE A% & FIEEZ5H

payments (192) (420)
Net cash generated from financing BB EBFTISIR & R

activities 151,282 18,808

Net increase/(decrease) in cashand BERELZEY

cash equivalents i CGRd) B8 89,567 (10,998)
Cash and cash equivalents at beginning  F#IHIRE KIREEHEY

of year 65,213 76,119
Effect of exchange rate changes on cash IR& NIREZEBYEXREF)

and cash equivalents Mz & (14) 92
Cash and cash equivalents at end of year FARHIRE MIFEEEY 24 154,766 65,213

The above consolidated statement of cash flows should be read in  Fii4RAE LR E R EEBEMM = —GrFE -
conjunction with the accompanying notes.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2025 HZ =T -AF+-A=1+—HILFE

84

GENERAL INFORMATION

The Company was incorporated in the Cayman Islands on 12
January 2021 as an exempted company with limited liability
under the Companies Act, Cap. 22 (Law 3 of 1961, as
consolidated and revised) of the Cayman Islands (the
"Companies Act"”). The address of its registered office is Cricket
Square, Hutchins Drive, PO Box 2681, Grand Cayman, KY1-
1111, Cayman Islands.

The Company is an investment holding company. During the
year ended 31 December 2025, the Group is engaged in (i) the
provision of gold mine hazardous waste treatment services and
sales of pyrite concentrate; (ii) the sales of products from the
reprocessing of pyrite concentrate and sulphuric acid; and (iii)
the sales of magnesium fertiliser in Laizhou city, Shandong
province of the PRC. The Group's headquarter is in Laizhou city,
Shandong province of the PRC.

The ultimate controlling party of the Company is Mr. Liu
Zeming.

To prepare for the initial listing of the Company’s shares on the
Main Board of The Stock Exchange of Hong Kong Limited (the
“Listing”), the Group has undertaken a reorganisation (the
“Reorganisation”) pursuant to which the Company became the
holdings company of the subsidiaries comprising the Group.
Details of the Reorganisation are set out in the prospectus of
the Company dated 29 October 2021.

The shares of the Company have been listed on the Stock
Exchange since 12 November 2021 by way of initial public
offering.

The consolidated financial statements are presented in RMB and
rounded to the nearest thousand RMB (“RMB’000"), unless
otherwise stated.

BASIS OF PREPARATION AND CHANGES IN
ACCOUNTING POLICIES

The principal accounting policies applied in the preparation of
the consolidated financial statements are set out below. These
policies have been consistently applied during the year ended
31 December 2025 and 2024, unless otherwise stated.
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For the year ended 31 December 2025 H{Z =T - AF+-A=+—HLFE

2 BASIS OF PREPARATION AND CHANGES IN 2 mBEERERETHERZ2E®E (8)
ACCOUNTING POLICIES (Continued)
2.1 Basis of preparation 21 REEE

2.1.1 Compliance with IFRS Accounting Standards 2.1.1 BEFE BB HEER ST

and HKCO (as defined below)

The consolidated financial statements of the Group
have been prepared in accordance with International
Financial Reporting Standards (“IFRS Accounting
Standards”) and requirements of the Hong Kong
Companies Ordinance (“HKCO") Cap. 622.

2.1.2 Historical cost convention

The consolidated financial statements have been
prepared on the historical cost convention, except
for Financial assets at fair value through other
comprehensive income (FVOCI), which are carried
out at fair value.

2.1.3 Going concern

As at 31 December 2025, the Group had net current
liability of RMB6,149,000. The Group's cash and
bank balances amounted to RMB154,766,000 and
total amount of borrowings was RMB283,245,000.
Out of the total amount, borrowings with
aggregated amount of RMB165,456,000 were due
for repayment within twelve months from 31
December 2025. The Group's ability to continue as a
going concern is primarily dependent upon cash
flow from its operation and financing from bank
borrowings. In preparing the financial statements,
the directors of the Company have reviewed the
cashflow forecast prepared by the management of
the Company for a period not less than twelve
months from period end date of these financial
statements. Taking into consideration the Group's
net cash inflows from operating activities and the
financing from bank borrowings under the existing
revolving loan agreements and available bank credit
quotas, the directors of the Company believe that
the Group has adequate resources to continue
operation for the foreseeable future of not less than
twelve months. The directors, therefore, are of the
opinion that it is appropriate to adopt the going
concern basis in preparing its consolidated financial
statements.
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BASIS OF PREPARATION AND CHANGES IN 2 REEERESTBERZEE (5
ACCOUNTING POLICIES (Continued)
2.1 Basis of preparation (Continued) 21 REEE(E)
2.1.4 New and amended standards adopted by the 2.1.4 X5 BIER A By 5T R A5 5T
Group 2R

The following new and amended accounting
standards and interpretations become applicable for
annual reporting periods commencing on or after 1
January 2025, and have been adopted by the Group
in current period:

AT AT KRBT gt 28
FRrBR A% —A—
Hsk 2 &5 18 B F E &R & 5
FEMA WEBHASEERAH
BETIE

Effective for
annual periods
beginning

on or after

RTEFIBHRz&

Standards and amendments Key requirements

ERRIERT FERE

IAS 21 (Amendment) Lack of Exchange ability

B a4/ 21 5% BRZ AT A
(BFTA)

FIGH F B LR
1 January 2025
—ZE_hF
—HA—H
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For the year ended 31 December 2025 H#E - -HF+-F=+—HILtFE

2 BASIS OF PREPARATION AND CHANGES IN 2 mMUEBERETHRZEH (4)
ACCOUNTING POLICIES (Continued)
2.1 Basis of preparation (Continued) 21 REEE(E)
2.1.5 New and amended standards and 2.1.5 7N 55 B 5 R BRAN B9 FT 2T R 4R
interpretations not yet adopted by the Group 1EETHBI ] 325
Certain new accounting standards and AEBNEE S -—RE+—
interpretations have been published that are not B=+—HBFEE kR
mandatory for the year ended 31 December 2025 M T E FHTe s Ea
and have not been early adopted by the Group. RBE AEEEEERE
Those new standards, amendments of standards U o 2% = 3 T S B - 3 Bl 4B 2T
and interpretations are as follows: BRENT: / /

Effective for annual
periods beginning

Standards and amendments Key requirements on or after
RT3 Bz z%E
R RAEET FTERE RBHNEEH—RER
IFRS 9 and IFRS 7 (Amendment) Amendments to the Classification and 1 January 2026
Measurement of Financial
Instruments
BRI R 5 R E O R SRMIEMNSHEKS —ToRF
M ELERIE 7 5% (BRI A) (fEETA) —H—H
IFRS 9 and IFRS 7 (Amendment) Contracts Referencing Nature- 1 January 2026
dependent Electricity
BUPR IR 5 MRS O SR R EUBR B W RAKRE B REERAEE T NF
B ELRERIE 798 (BE]A0) BEINEH —A—H
Annual improvement project Annual improvements to IFRS 1 January 2026
Accounting Standards
FENEIEE B B B 75 3 45 42 R T RF
ST ERIFERCE —A—H
IFRS 18 Presentation and Disclosure in Financial 1 January 2027
Statements
BB B 75 R 5 AE BRI SE 18 5% BsHRE 2 25 RIKE —EoEF
—H—H
IFRS 19 Subsidiaries without Public 1 January 2028
Accountability: Disclosures
IR B 75 e 5 R 28 19 5% FARZHEEEWBE LR - #5E —T)\F
—H—H
IFRS 10 (Amendment) and Sale or contribution of Assets between  To be determined
IAS 28 (Amendment) an Investor and its Associate or Joint
Venture

BIRPSREEISI0R(ETA) RASRERBATRABLEIH  FHEE
REESPEAIE8R (5T wEARNETE
)
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BASIS OF PREPARATION AND CHANGES IN 2 mBEEERSTBRERZEE (&)
ACCOUNTING POLICIES (Continued)
2.1 Basis of preparation (Continued) 21 REEE(E)

2.1.5 New and amended standards and 2.1.5 7K 55 B 5] 58 BRAN B9 37 5T R A%

interpretations not yet adopted by the Group
(Continued)

The directors have performed assessment on the
new standards, and amendments, and has
concluded on a preliminary basis that these new
standards and amendments would not have a
significant impact on the Group's consolidated
financial statements when they become effective,
except for IFRS 18 which will mainly impact the
presentation of statement of profit and loss. The
Group is still in the process of evaluating the impact
of adoption of IFRS 18.

TR R 2 FE (4E)

EECHRHMAIERRERTHE
TaHE LR BAFHE
ERREFTRERK TS Y
AEBNERAVBREBK
ERFE HBERMEHREE
A8 SN R EAI X B
BEDZXNEI -AKEBNE
AT % BR 4 B B B 75 3R &5 2 R
AR

FINANCIAL RISK MANAGEMENT 3 HXEREE

3.1 Financial risk factors 3.1 BRREBEZR
The Group’s activities expose it to a variety of financial NER B AR ) E TR B S B
risks: market risk (including fair value interest rate risk and miEAK (272 FENERR &
cash flow interest rate risk, and foreign exchange risk), ReEneFERERRINERR) - (=
credit risk and liquidity risk. The Group's overall risk ERBERBDESRER NEEK
management programme focuses on the unpredictability BREREEFEETRERMIS
of financial markets and seeks to minimise potential ORI i A= = R =
adverse effects on the Group’s financial performance. Risk REBEMBREANBETNZE-
management is carried out by the senior management of REERHAERNSREREE
the Group. T
(a) Market risk (a) THEEE

(i) Cash flow and fair value interest rate risk

The Group's interest rate risk arises from bank
deposits and borrowings. Borrowings obtained
at variable rates expose the Group to cash
flow interest rate risk which is partially offset
by cash at bank with variable interest rates.
Borrowings obtained at fixed rates expose the
Group to fair value interest rate risk. During
the years ended 31 December 2025 and 2024,
the Group's borrowings bore interest both at
variable rates and fixed rates.

HONGCHENG ENVIRONMENTAL TECHNOLOGY COMPANY LIMITED * ANNUAL REPORT 2025
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For the year ended 31 December 2025 H{Z =T - AF+-A=+—HLFE

3 FINANCIAL RISK MANAGEMENT (Continued)

3.1 Financial risk factors (Continued)

(a) Market risk (Continued)

(1)

(ii)

Cash flow and fair value interest rate risk
(Continued)

Bank deposits carried at prevailing market
interest rate expose the Group to cash flow
interest rate risk. The Group closely monitors
trend of interest rate and its impact on the
Group’s interest rate risk exposure to ensure it
is within an acceptable level. The Group
currently has not used any interest rate swap
arrangements but will consider hedging
interest rate risk should the need arise.

During the years ended 31 December 2025
and 2024, if interest rate on borrowings had
been higher/lower by 50 basis points of
current interest rate, with other variables held
constant, the Group's post — tax profit would
have been approximately RMB348,000 lower/
higher and RMB333,000 lower/higher,
respectively.

Foreign exchange risk

Foreign exchange risk arises when future
commercial transactions or recognized assets
and liabilities are denominated in a currency
that is not the Group entities’ functional
currency. The Group primarily conducts its
operations in mainland China with majority of
activities settled in Renminbi (“RMB"). The
Group also sells to customers in Hong Kong,
and is exposed to foreign exchange risk,
primarily the Hong Kong dollar (“HKD"). The
Group currently does not have a foreign
currency hedging policy. However, the
management of the Group monitors foreign
exchange exposure and will consider hedging
significant foreign currency exposure should
the need arise.

3 HEERERER(E)
3.1 MBEABEE (&)
(a) HEEE ()

(1)

(i)

Hew B RN FEFE
mkg (&)

BBATHIHH R ER
RITFERSANEE AR
MERENEXRAR A
SEZIERMNXES
FES RN LI
MEE UERERE
AEXKF -RNEER
Al I 48 5 A AE R ) R 4=
BNz EREFER
SEEE BN RER -

BE-_T-_AFK=F
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FINANCIAL RISK MANAGEMENT (Continued)

3.1 Financial risk factors (Continued)

(a)

(b)

HONGCHENG ENVIRONMENTAL TECHNOLOGY COMPANY LIMITED * ANNUAL REPORT 2025

Market risk (Continued)
(i) Foreign exchange risk (Continued)

The Group is exposed to changes in RMB/HKD
exchange rates. As at 31 December 2025 and
2024, if RMB had strengthened/weakened by
5% against HKD with all other variables held
constant, the loss before income tax for the
year/period would have been RMB1,912,000
lower/higher and RMB28,000 lower/higher
respectively, mainly as a result of net foreign
exchange (losses)/gains on translation of HKD
denominated cash and cash equivalents.

Credit risk

Credit risk arises from cash and cash equivalents, as
well as trade receivables and other receivables. The
carrying amount of each class of the above financial
assets represents the Group’s maximum exposure to
credit risk in relation to the corresponding class of
financial assets.

Risk management

To manage this risk, cash and cash equivalents are
mainly placed with state-owned or reputable
financial institutions in Mainland China and
reputable financial institutions outside of Mainland
China.

To manage risk arising from trade receivables, the
Group has policies in place to ensure that credit
terms are made to counterparties with an
appropriate credit history and management
performs ongoing credit evaluations of the
counterparties. Trade receivables have been grouped
based on shared credit risk characteristics and aging
to measure the expected credit losses. Trade
receivables are written off when there is no
reasonable expectation of recovery. Impairment
losses on trade receivables are presented as net
impairment losses within operating profit.
Subsequent recoveries of amounts previously written
off are credited against the same line item.
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3 FINANCIAL RISK MANAGEMENT (Continued)

3.1 Financial risk factors (Continued)

(b)

Credit risk (Continued)
Risk management (Continued)

For other financial assets carried at amortized cost
(excluding input Value Added Tax (“VAT") to be
deducted and prepayments), management makes
periodic collective assessments as well as individual
assessment on the recoverability of other receivables
based on historical settlement records and past
experiences.

Impairment of financial assets

The Group has four types of financial assets that are
subject to the expected credit loss model:

cash and cash equivalents and time deposits;

° trade receivables;
. other receivables;

o financial assets at fair value through other
comprehensive income.

(i)~ Cash and cash equivalents

To manage risk arising from cash and cash
equivalents, the Group only transacts with
state-owned or reputable financial institutions
in Mainland China and reputable international
financial institutions outside of Mainland
China. There has been no recent history of
default in relation to these financial
institutions. These instruments are considered
to have low credit risk because they have a
low risk of default and the counterparty has a
strong capacity to meet its contractual cash
flow obligations in the near term. Cash and
cash equivalents are also subject to the
impairment requirements of IFRS 9, while the
identified impairment loss was immaterial.
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FINANCIAL RISK MANAGEMENT (Continued)

3.1 Financial risk factors (Continued)

(b) Credit risk (Continued)

(ii)

Trade receivables

The Group applies the IFRS 9 simplified
approach to measure expected credit losses
which uses a lifetime expected loss allowance
for all trade receivables. To measure the
expected credit losses, trade receivables have
been grouped based on shared credit risk
characteristics and aging.

The expected loss rates are based on the credit
rating of counter parties and the payment
profiles of sales over a period of 15 months
before 31 December 2025 or 1 January 2025
respectively and probability of default of
counter parties on an ongoing basis
throughout each reporting period. The
historical loss rates are adjusted to reflect
current and forward-looking information on
macroeconomic factors affecting the ability of
the customers to settle the receivables. The
Group has identified the Gross Domestic
Product (“GDP”) in Mainland China and
globally to be the most relevant factor, and
accordingly adjusts the historical loss rates
based on expected changes in these factors.

As at 31 December 2025, no loss allowance
was provided for individually assessed
receivables.
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For the year ended 31 December 2025 H#E - -HF+-F=+—HILtFE

3  FINANCIAL RISK MANAGEMENT (Continued) 3

3.1 Financial risk factors (Continued)

(b) Credit risk (Continued)

(ir)

Trade receivables (Continued)

The following table shows the loss allowance
provision for the Group's trade receivables as
at 31 December 2025 and 2024.

1-90
days

1£90R
RMB'000
ARBT R

Asat31December 2025 R=-Z-HfE

BRERRERE (5)
3.1 BMKEBEE(E)
(b) EEE(H)
(i) B ZEHHE (&)

TRETTAEER =
EZ_RAFER-FT-WMF
+—A=+—H#ESH
FEUR R IE R IR A 18 1
1%0

91-180  181-270  271-360
days days days Total
91£180H 181£270H 271£360H @t
RMB'000  RMB'000  RMB'000  RMB'000
ARETT AR¥TR AR®TR ARETR

+=A=+-H

Related to provision of gold 2 ERAZEY

mine hazardous waste RERIS IR

treatment services
Gross carrying amount RRAE 3,862 7,464 7,097 3,132 21,555
Expected loss rate EHEEE 0.16% 0.19% 0.30% 0.73% 0.30%
Loss allowance BiEEE 6 14 21 23 64
Related to sales of sulfuric ~ E$EEFHE - HHK

acid, iron powder and BNEH

electricity
Gross carrying amount EHEE 6,452 - 2 - 6,474
Expected loss rate EHEEX 0.67% - 4.55% - 0.68%
Loss allowance BEEE 43 - 1 - 44
Related to sales of HHEREER

magnesium fertilizer
Gross carrying amount ERAE 7,789 - - - 7,789
Expected loss rate EHERX 0.94% - - - 0.94%
Loss allowance EERE 73 - - - 73
Total loss allowance EERELE 122 14 2 3 181
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For the year ended 31 December 2025 HE-T - FF+-A=+—HBILtFE

3  FINANCIAL RISK MANAGEMENT (Continued) 3. BKERERE (&)
3.1 Financial risk factors (Continued) 3.1 HBREBEE (&)
(b) Credit risk (Continued) (b) =EREE (&)
(i) Trade receivables (Continued) (i) EBEWIE(E)

1-90 91-180 181-270 271-360
days days days days

12908 91E180H 1812700 271%360H
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
ARBTTE ARBTLE ARETRE ARETR ARETR

As at 31 December 2024 ~ R=Z-M#
+=A=+-8

Related to provision of gold ~ EIREEBAZEY
mine hazardous waste RERSIEE

treatment services
Gross carrying amount REaF 7,480 11,258 4,618 = 23,356
Expected loss rate AR 0.20% 0.24% 0.44% - 0.27%
Loss allowance BiEkEE 15 27 20 = 62
Related to sales of sulfuric ~ ESEEFR - EHkK
acid, iron powder and ENEBE
electricity
Gross carrying amount FHAE 914 - - - 914
Expected loss rate BHERR 0.00% - - - 0.00%
Loss allowance BiEkE - - = = =
Total loss allowance BiEgEES 15 27 20 = 62
(i) Other receivables (i) E At fEH KA
Other receivables mainly include refundable Hihg B EBHE
deposits, amounts due from related parties ARER ® - B U B
and others. All of the Group’s financial assets FREREM - NEH
at amortized cost are measured as either FraREBIEK A ED
12-month expected credit losses or lifetime cREENI2EANTE
expected credit losses, depending on whether HiEERE2HEH
there has been a significant increase in credit FEEEBTE BUAR
risk since initial recognition. BEYIRBERUARBEE
B EREREEEMN-
Trade receivables and other receivables are Z 5 FE WK IE & H A FE
written off when there is no reasonable WRIER I & & 278 2
expectation of recovery. AT U [0 s 4 4 o
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For the year ended 31 December 2025 H{Z =T - AF+-A=+—HLFE

3 FINANCIAL RISK MANAGEMENT (Continued)

3.1 Financial risk factors (Continued)

(b) Credit risk (Continued)

(9]

(i) Other receivables (Continued)

Impairment losses on trade receivables and
other receivables are presented as net
impairment losses within operating loss.
Subsequent recoveries of amounts previously
written off are credited against the same line
item.

(iv)  Debt investments at financial assets at FVOCI

Debt investments at FVOCI are notes
receivable.

There was no loss allowance for debt
investments at FVOCI as at 31 December 2025
and 2024.

Liquidity risk

To manage the liquidity risk, the Group monitors
and maintains a level of cash and cash equivalents
deemed adequate by the management to finance
the Group's operations and mitigate the effects of
fluctuations in cash flows. The Group expects to
fund its future cash flow needs through internally
generated cash flows from operations and
borrowings from financial institutions. Management
believes that there is no significant liquidity risk in
view of the expected cash flow from operations and
continuous support from banks in the coming
twelve months.

3. MXKERER (&)
3.1 BEERBEE (&)
(b) EEERPE (1)

(9}

(iii) B ALEWHE ()

B 5 & WK IR K H &
WK TR B R (B RS IR R AR
EEBRREIRBIERS
BFE - H R m kA
EMEZEE  AlFTA
F—IHA -

(iv) BAFEFAEMGEE
Yozt 0 2 ik B EE Y (B T
KE
BAFESAEMER
W EHIRE SRR

Rige

RZZE-_RAER_-Z
—WFE+=—A=+—8”"
BAFEFTAEMEZE
=R EBIRE N EE
B

BB ERE

RERRBETRAR AEE
ERRSRRSFEYKE
THEGFRREEBRAR
MEKFE - URRHREE TAE
BreERRERSRER
FE-AKERHNEBARLE
FIEARMELENRERER
A BEEERSRRRE
MEFLREHEZ -BEEER
SAEESENRBESAR B
FEAEART-_EANE
ERHRERE MRITHHR
Bk
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For the year ended 31 December 2025 HE-T - FF+-A=+—HBILtFE

3

FINANCIAL RISK MANAGEMENT (Continued)

3.1 Financial risk factors (Continued)

(o)

Liquidity risk (Continued)

The tables below analyse the Group’s non-derivative
financial liabilities into relevant maturity groupings
based on the remaining period at the end of each
reporting period to the contractual maturity date.
The amounts disclosed in the tables are the
contractual undiscounted cash flows.

Less than
1 year

PME
RMB'000
AEBTR

i

EEARER (&)
3.1 BREREZE (&)
() HEELEMRE (&)

TERBREEREHARESGHD
HHMBESRTHEEAEEN
FOEERMABRABIH
AREE DT TRIEEN S
BERANAUREZRE -

Between
2and5
years
2E5%
RMB'000
ARETT

Between
1and2
years
1228
RMB'000
ARETT

Over
5 years Total
SELLE At
RMB'000  RMB'000
ARETT ARETRT

As at 31 December 2025 R-BZH%
t=A=t-H
Trade and note payables B R FIERER
2B 29,554 - - - 29,554
Other payables (excluding HiEMNZIE (TS
non-financial liabilities) emaRs) 66,479 - - - 66,479
Borrowings, including interest B (BENE) 174,042 57,947 64,225 - 296,214
Other long-term payables HiREBERIFUE - 413 - - 473
Other liabilities — payable to Hip & & — BAFMNT
Laizhou City State-owned Assets BB EELEBR AT
Management Company Limited ~ ([5MEE])
("LZ Assets”) - - 72,000 - 72,000
270,075 58,420 136,225 - 464,720
As at 31 December 2024 R-B-RF
TZA=t+-H
Trade and note payables B S IR R
R& 3,991 - - - 3,991
Other payables (excluding iR 5E (T et
non-financial liabilities) EepaRs) 53,074 = = = 53,074
Borrowings, including interest fER (BENE) 107,925 34,599 - - 142514
Other long-term payables HinRHEAFTE - 265 - - 265
Other liabilities — payable to Hi g — EAFMNT
Laizhou City State-owned Assets ~ EIGEELE AR AT
Management Company Limited ([N &ZE])
("LZ Assets”) - — 36,000 36,000 72,000
164990 3484 36000 36000 27185
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For the year ended 31 December 2025 H#E - -HF+-F=+—HILtFE

o.
TAX&“&.

3  FINANCIAL RISK MANAGEMENT (Continued) 3. B¥EARER (&)

3.2 Capital management 32 EXER

The Group's objectives when managing capital are to
safeguard the ability to continue as a going concern, so
that the Group can continue to provide returns for
shareholders and benefits for other stakeholders, and
maintain an optimal capital structure to reduce the cost of
capital.

In order to maintain or adjust the capital structure, the
Group may adjust the amount of dividends paid to
shareholders, return capital to shareholders, issue new
shares or sell assets to reduce debt.

The Group monitors capital on the basis of the gearing
ratio, being total net debt divided by total capital. Total
capital is the total of net debts and total equity as shown
on the consolidated statements of financial position.

The gearing ratios during the years ended 31 December
2025 and 2024 were as follow:

AEEEEEANBRERREER
BR2ZREN UWEASER LEE
RBERGEREB R BEMTOES
RN MR R EEARBIAR
EE AR

REFIFBRENERE AKEA
EEEHAEXNTRRORESRE
FBRRBEE S HBETHRAD
EEENRDER -

AEBEERERBRAL X (BFE
BRBERABER)ERERN-BE
ARFEHRAEDHEN (R
BUBRRNKRAT)

REEZE-_E_RAFER_ZT_NF
+-_A=+—"HBLFENELAERE
LE =T EH AT

As at 31 December

R+=HA=+—H
2025 2024
—E_RE —E_pF
RMB’000 RMB‘000
AR¥ T ARBT T
Borrowings (Note 29) Bk (3 29) 283,245 138,647
Lease liabilities (Note 14) HEBE(MFE14) - 807
Amount due to the related parties JE 1<) B Hge 77 SR IE
(Note 35(c)) (Bt3E35(0) 12,635 2,458
Other liabilities — payable to LZ Assets ~ E A & & — EAFRMNEE
(Note 31) (Bf¥5E31) 60,543 58,102
Total debt 1BIETE 356,423 200,014
Less: Cash and cash equivalents B RERFASEEY
(Note 24) (BtzE24) (154,766) (65,213)
Time deposits (Note 24) E TR (BI5E24) (10,000) =
Net debt (a) BB HEE () 191,657 134,801
Total equity (b) Tz 4B (b) 631,985 542,903
Total capital BER 823,642 677,704
Net gearing ratio (a/b) FEAREELLE (a/b) 30% 25%
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3 FINANCIAL RISK MANAGEMENT (Continued)

3.2

3.3

Capital management (Continued)

The gearing ratio increased due to the increase in
borrowings to finance investment in fixed assets during
the years ended 31 December 2025 and 2024.

Fair value estimation

The carrying values less impairment provision of trade
receivables, deposits, financial assets at fair value through
other comprehensive income and other receivables and
payables are a reasonable approximation of their fair
values. The fair value of financial liabilities for disclosure
purposes is estimated by discounting the future
contractual cash flows at the current market interest rate
that is available to the Group for similar financial
instruments.

The table below analyses the Group's financial instruments
carried at fair value as at each balance sheet date, by level
of the input to valuation techniques used to measure fair
value. Such input is categorised into three levels within a
fair value hierarchy as follows:

. Quoted prices (unadjusted) in active markets for
identical assets or liabilities (level 1);

° Inputs other than quoted prices included within level
1 that are observable for the asset or liability, either
directly (that is, as prices) or indirectly (that is,
derived from prices) (level 2); and

o Inputs for the asset or liability that are not based on
observable market data (that is, unobservable
inputs) (level 3).

-®
.AMAﬁ.d\

BHRRERE (#)

3.2

3.3

EXEE(8)

HE_Z-_AFR_ZT-NNF+=
A=+T—HLEFE BARAETEE
EXRERHEESCHEREN EE
BELREFF-o

AFEL

B HRWHE  BE BAFERFA
HiembanemEEARE M
R WS R TR R R A R ) B T DR
MEBRBR REAFENEGEER
WE-REEMS EREENQT
BNEBERRENRESRERA
SERLUSRTARFSHRAEMS
GRS R

T 5 3 2 1A 0 1 (L B B D
WABBHOES HTARERE
AEBFERANEATENENS
RIA-ZEHARBRANLTA
{8 4 PO = B AR

s MHRAEBEXREEERMS
EHHRE (CRERE) (F—
&)

o WIEMAE—RAIE MR
B (AERER) R (A
REER BRNEENAE
MBABE (F-M) &

s YWHERBUBEMBSEHED
BEXRBENEAZE (AH
AERBABE) (F=R)
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For the year ended 31 December 2025 H#E - -HF+-F=+—HILtFE

FINANCIAL RISK MANAGEMENT (Continued) 3. BKERERE (&)
3.3 Fair value estimation (Continued) 3.3 AVEMEF (8
The following table presents the Group’s assets that are TRIWRTAEEBR -_ZE-_RHF
measured at fair value on 31 December 2025: + - A=+—BRAFEIF=ENE
E:

Level 1 Level 2 Level 3 Total

F—K FHK E=8 Hst

RMB'000  RMB'000  RMB'000  RMB’000
ARBTT ARBTRE AR®WTRT AR®TR

Assets BE
Financial assets at fair BAFEFAEME
value through other EWEF S REE

comprehensive income - - 23,873 23,873
The following table presents the Group’s assets that are TRIIWRTAEER T _MF
measured at fair value on 31 December 2024: TZA=+—HBEATEFENE

=

Level 1 Level 2 Level 3 Total
F—1 F_M F= Bt

RMB'000  RMB'000  RMB'000  RMB’000
ARETIT ARBTE AREBTT ARETET

Assets =
Financial assets at fair BEAFEGAEME
value through other ARENCREE

comprehensive income - - 5,687 5,687
The following table summarises the quantitative TERBAE=RAFEFEFTFER
information about the significant unobservable inputs MEATIHRE ABIBENE(E
used in level 3 fair value measurements: I

Range of inputs
(probability-weighted
Fair value at average)
NVHE BAHBHNER (BEMETIE)

31 December 31 December  Un-observable 31December 31 December

2025 2024 inputs 2025 2024

“ECRE ZZCEE  FUBEGA “ECEE e a2

+=B=+-0 ftZRA=t-2 g +=B=+-B +-A=t-H
RMB'000 RMB'000
ARETT  ARETR

Financial assets at fair value BATEAEMZR
through other comprehensive WK & BEAE
income
— Notes receivables —ENER 23,873 5687 Discountrate  1.33%-1.65%  1.69%-2.16%
BiB%
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100

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS

The preparation of consolidated financial statements requires
the use of accounting estimates which, by definition, will
seldom equal the actual results. Management also needs to
exercise judgement in applying the Group’s accounting policies.

Estimates and judgements are continually evaluated. They are
based on historical experience and other factors, including
expectations of future events that may have a financial impact
on the entity and that are believed to be reasonable under the
circumstances. The estimates and assumptions that have a
significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year
are addressed below.

(@) Cost allocation and revenue recognition of
treatment services

The Group’s gold mine hazardous waste treatment
services are conducted in various detoxing processes and
integrated with the production process of pyrite
concentrate which can be sold for sales revenue. The
Group obtains revenue from detoxing treatment service as
well as revenue from sales of the pyrite concentrate
produced from the detoxing treatment process. The
allocation of processing costs between detoxing treatment
services and production of pyrite concentrate involves
estimation and judgement. In addition, the detoxing
treatment services involve various detoxing processes,
mainly including (i) airing (detoxing through evaporation),
which takes one to three months, and (ii) detoxing using
chemical reaction, which takes less than one day to
process. The Group therefore recognises revenue from
detoxing treatment service on overtime basis, and based
on the completion percentage of the treatment services
performance obligation which is in turn determined with
reference to the percentage of cost incurred up to date to
the total estimated cost of completion that are attributable
to the treatment services. The determination of
performance obligation and the completion percentage of
performance obligation involves judgement.

4

-®
.‘MIA/i\

BA R aT (AT K A

MR A MR AER GG RIE
B ZFEEAELSRERERM
F-EHENANEAANEESTHRRE
1F th -

Fr AT (A T R K - fh 5t R M T ER
BEERMEMBRE BEAIEHERE
EUBETEIRNHERR TRESEE
ZARREHZEH  AEUARARMBFE
MEENABNREEEKRERNHAEN
BEXEBR A GE RREER T

(a) EEBRBHIKADERKEER

AEENSEREEMEERSZ
EZEEEMEIRBREPET
3 82 A ) BREREH & W s RO AR IS AR
MAEERRERES AEBIREKS
RERBREGSREBEMES
MMEEHEES Rt RS R
AR 795 B A 72 o 4B iR 2 ) O B2 B2 A AR
2 BCF R AEF R AE - AN BB
ERESRZEGKS IR T268
B0 RB CERRERS) B —
E=EA RFACERERS
FRION—REE - FHt - "EE R
BRERFEENEENTKRADLL
e 2 By R R R PR 5 B I AR A% O et -
MR BN LRI 2 REE RS E
5 EEE M PR TE AR 4B 1A R R AN Y
BN EE - BERNEERED
BEMTEK B DS R -
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For the year ended 31 December 2025 H{Z =T - AF+-A=+—HLFE

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (Continued)

(b)

(c)

(d)

Cost allocation of reprocessing of pyrite
concentrate

The reprocessing of pyrite concentrate produces sulphuric
acid, iron powder and electricity in an integrated process.
The allocation of cost to sulphuric acid, iron powder and
electricity involves management’s judgement and
estimation.

Estimated lease term of investment properties

The Group leased two warehouses to Laizhou City State-
owned Assets Management Company Limited (“LZ
Assets”) in October and December 2018, for a period of
20 years, out of which the first 5 years (October and
December 2018 to 2023) were committed and non-
cancellable. These lease contracts were modified in
November 2023 to extend the committed and non-
cancellable lease period for another 5 years till October
and December 2028. The Group accounted for the leases
as a five year lease contract at inception of the lease in
2018, and extended it to another five years based on the
modified contract terms. The estimation of the lease
periods involves interpretation of facts and judgement.

Estimated useful lives and residual values of
property, plant and equipment

The Group's management determines the estimated useful
lives and residual values and consequently the related
depreciation charges for its property, plant and
equipment, and reviews the useful lives and residual
values periodically to ensure that the method and rates of
depreciation are consistent with the expected pattern of
realization of economic benefits from property, plant and
equipment. This estimate is based on the historical
experience of the actual useful lives of property, plant and
equipment of similar nature and functions. If there are
significant changes from previously estimated useful lives
and residual values, the amount of depreciation expenses
may change.

BASR e AT G AT K H B (50)

(b)

(c)

(d)

REEB IR S B

)IL %Eﬂulﬁﬁﬁlgqjéﬂiﬁ)lb
B RE N RE P RE D
BOR A S B R R B B 1
5o

HETREWEER

R-Z-NEt+tAE+-R" KE
BrARMNTREEEERLERRA
(MFRMEENDEHEMBARE fﬂ/ﬁﬂ
R20F - EPERAF(ZE—-N\F
TARtTZAZE-T-_=F)ARE
AHBETAHE - ZFHESNE
R-ZT_=F+— BT Ui
AR AHEEARIIERAFE
_?_)\ﬁ-i—ﬁ&-i— e $El
R-ZE-)\FHERGBRHKEE
RISEFHEAD: I*EB‘E?&{I%
RIEHNGREEBERASF -HE
R ET S R B AR N K

M BERRBHOMEETTRE
MR ER1E

AEEEEEREYE BENMR
BEERAAIRFHARSRE AE
M ERS  WEHRRT A AF
HkE BRWET AR EE
ME BEERELENZERD
BEHEA - b IREEER
UHEERDENY X BFE MR E
MERAIBFHBELER ML
ﬁf‘ﬁﬁﬁﬁ?ﬁﬁﬁiﬁﬂ&ﬁ%@ﬁik
B AT ERX SR e E
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102

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (Continued)

(e)

(f)

Impairment of property, plant and equipment

The carrying amounts of items of property, plant and
equipment are reviewed for impairment when events or
changes in circumstances indicate the carrying amounts
may not be recoverable in accordance with the accounting
policy as disclosed in Note 15(b) to the consolidated
financial statements. The recoverable amount is the higher
of an asset’s fair value less costs of disposal and value in
use, and calculations of which involve the use of estimates
and judgement. In estimating the recoverable amounts of
assets, various assumptions, including future cash flows
and discount rates, are made. If future events do not
correspond to such assumptions, the recoverable amounts
will need to be revised, and this may have an impact on
the Group's results of operations or financial position. The
carrying amounts of property, plant and equipment in the
consolidated statements of financial positions are set out
in Note 15 to the consolidated financial statements.

Impairment of financial assets

The loss allowances for financial assets are based on
assumptions about risk of default and expected loss rates.
The Group uses judgement in making these assumptions
and selecting the inputs to the impairment calculation,
based on the Group’s past history, existing market
conditions as well as forward looking estimates at the end
of each reporting period. Details of the key assumptions
and inputs used are disclosed in the Note 3.1(b).

4

(e)

(f)
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.‘MIA/i\
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M2 BERRERE
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VERRR ESHABREBR
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4 CRITICAL ACCOUNTING ESTIMATES AND 4 BERESTETRHALE &)
JUDGEMENTS (Continued)

(9) Current and deferred income taxes (9) ENHARIEZEFTBH

The Group is subject to income taxes in mainly Mainland
China and Hong Kong. Judgement is required in
determining the provision for income taxes. Where the
final tax outcome of these matters is different from the
amounts that were initially recorded, such differences will
impact the current income tax and deferred income tax
provisions in the periods in which such determinations are
made.

Deferred income tax assets and liabilities relating to certain
temporary differences are recognised as management
considers that it is probable that future taxable profits will
be available against which the temporary differences can
be utilised. Where the expectation is different from the
original estimate, such differences will impact the
recognition of deferred income tax assets and liabilities
and taxation in the periods in which such estimate is
changed.

AEBEE 2R EAMEE L AN
e -EEEMSHRERKES
TR A - xS FENRRBRG
BREFNLBENEETR HF
EZRBEEFELER BN
BRMREFISH -

REEERBRATER RKERK
A REREEREERR K
SEEREETEREZEFEN
BEEREERABE -HEHE
REMGES TR ZEEZEGET
EEBAEEHRECHERE
ERBERVIARRER
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For the year ended 31 December 2025 HE-T - FF+-A=+—HBILtFE

5 REVENUE AND SEGMENT INFORMATION 5 WREkoHER
(a) Revenue during the years (@) FEW=

Year ended 31 December

BE+t-HA=1+—HLEE

2025 2024
—E-RE —EpOE
RMB’000 RMB’000
AR%T AREFTT
Revenue from contract with I3 B B 75 3R 5 2E I 38 15 5%
customers within the scope of HEANEFSHNE :
IFRS 15
Recognized over time BE I ] R 3R
Revenue from provision of gold mine R SER EEYRIERYE
hazardous waste treatment services ol 38,769 41,506
Recognized at a point in time PR 05 [T B 3R
Revenue from sales of pyrite concentrate %6 B FEHE HY I 25 101,853 67,663

Revenue from sales of products from the 5% BRfEHE KRS B /T
reprocessing of pyrite concentrate and & f HUL 2R

sulphuric acid 161,731 115,181
Revenue from sales of magnesium $HE SR M e
fertiliser 11,681 -
314,034 224,350
Other revenue Hibrzs
Rental income A WA 9,603 9,558
323,637 233,908
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5 REVENUE AND SEGMENT INFORMATION 5
(Continued)

WK o ESER (6)

THRARETEED

(b) Description of segments and principal activities (b)

The executive directors of the Board and the chief financial
controller have been identified as the Group’s chief
operating decision-maker (the “CODM").

The Group is principally engaged (i) the provision of gold
mine hazardous waste treatment services and sales of
pyrite concentrate; (ii) the productions and sales of
products from reprocessing of pyrite concentrate and
sulphuric acid; and (iii) the productions and sales of
magnesium fertiliser in Laizhou city, Shandong province of
the PRC. The process of the treatment services and
production of pyrite concentrate constitute one integrated
process, whereas the reprocessing flow which includes the
processing of pyrite concentrate into sulphuric acid, iron
powder, and electricity, as well as the further processing
of sulphuric acid into sulfamic acid and magnesium sulfate
is another series of production activities ; and the
production of magnesium fertiliser comprises a distinct
business activity, therefore the CODM assesses the
performance of the Group now from these three
segments: hazardous waste treatment and recycling;
reprocessing of pyrite concentrate and sulphuric acid and
others; and production of magnesium fertiliser.
Unallocated cost mainly includes administrative expenses
incurred by the Company and inter-mediate holding
companies of the Group. Management of the Group
assesses the performance of operating segments based on
segment profit or loss.

Assets grouped under unallocated category comprise cash
and bank balances and other receivables held by the
Company and intermediate holding companies of the
Group.

EEeNTESRMBAEE R
RARBHNEERERREA (X2
EEREAN]D) -

AEETERHEILRERMNTHR
E(RHEEA TEYEE RS &
HEMBRE: (VEERHEEMIBE
KB B AN T2 ¢ A R Giil) AR BE K
HESI - BRIE R BIE LRI TRE
TER—ATENEE MEEH
AR TAARES ERES R
B B — N TR R E R B R AR
MENBMNTRE IBKRS &
SIEEES: AMEENLEERS
R—BEBYNEREE A2
RERRANBRE =D MFER
SEHRIR  BEEYRIE RO
TR AR BN T R E A AR
BEREE-ROEKRAETEZBER
REABRAREERNMERRBEER
THRAX AKEEEERED
BaHEEED BRI -

BARDEEINEERREHAR
ARAEBFRNERARFEHNR
& RARTT AR A B At B IO R0R -
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5

106

REVENUE AND SEGMENT INFORMATION
(Continued)

(b) Description of segments and principal activities

(Continued)

Liabilities grouped under unallocated category comprise
payroll payables, deferred income tax, other payables and
accruals of the Company and intermediate holding
companies of the Group.

Additions to non-current assets comprise additions to
property, plant and equipment, right-of-use assets and
intangible assets.

The Group's principal market, where majority of revenue
and operating profit and all operations and non-current
assets, are in Laizhou city of Shandong province of the
PRC, except for revenue from magnesium fertiliser, which
is derived from overseas customers.

i

/!

5 W@ERkDAER (50)

(b)

TEHRARETEED (&)

BARDEEINBERFEHAAR
AR AEE RN ER AR R R E
& BTSN EMENKEA
KETER -

FRBDEEFEREAEDE B
Eh&E EREEENEBLEE-

AEENEEMS KMo KSR
BB MBRBMIERSDEE
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5 REVENUE AND SEGMENT INFORMATION 5
(Continued)

Wi K 7 EBE R (40)

(b) ZEMHEBREEES (8)

(b) Description of segments and principal activities

(Continued)

The segment information for the year ended 31 December

2025 and 2024 is as follows:

Hazardous
waste

B2 T -_RAFK_ZT—

ME+=

A=t—RLEEENSHERMT

Reprocessing
of pyrite
concentrate
and

treatment  sulphuric acid

and recycling
HERNEE
Rk
RMB'000
ARBTR

and others
ik PRl
BNIREM
RMB'000
AR¥TT

Production of
magnesium

fertiliser ~ Unallocated

AIE
RMB'000
N R

SELE
RMB'000
ARBTR

Total

Eh
RMB'000
ARBTR

For the year ended BE-ECRET-AST-H

31 December 2025 LEE
Segment revenue paRe LG 238,350 171,79 11,681 - 421,821
Inter-segment revenue DR (88,125) (10,059) - - (98,184)
Revenue from external customers REMIEP ke 150,225 161,731 11,681 - 323,637
Segment result PHER 56,971 58,869 2,663 931) 115572
Finance costs — et BANAEFE (3518) (2,064) 5 - (5,577)
Profit before income tax REEHAER 109,995
Income tax expense FERAEX (21,671)
Profit for the year ERER 88,324
Other information HftER
Depreciation and amortisation RERER 18,340 16,704 381 - 35,425
Addtions to non-current assets REFRDEE 134,865 47,623 28,962 - 211,450
As at 31 December 2025 RZB-EF+-A=1-A
Segment assets NHEE 435,464 678,839 50,405 495 1,169,660
Segment liabiities HEHER 255,732 251,495 20,781 9,667 537,675
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For the year ended 31 December 2025 HE-T - FF+-A=+—HBILtFE

5

108

REVENUE AND SEGMENT INFORMATION 5

(Continued)

(b) Description of segments and principal activities
(Continued)

i

Wz K 3 EBE R (40)

(b)

TEHRARETEED (&)

Reprocessing
Hazardous waste of pyrite
treatment and concentrate
recycling and others Unallocated Total
BEBEYRE  BREEBNT
R REA KA a5t
RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETT ARETT ARETT
For the year ended BE-Z-mE
31 December 2024 t-A=t+-HiLEE
Segment revenue PEblEE 172,793 17,111 = 289,904
Inter-segment revenue ol (54,066) (1,930) = (55,996)
Revenue from external customers R BB P # S 118,727 115,181 = 233,908
Segment profit/(loss) AR/ (EB) 42,208 39,085 (2,505) 78,788
Finance costs — net BANATE (4,401) (1,143) = (5,544)
Profit before income tax BRAEH RS 73,244
Income tax expense FEREY (13.472)
Profit for the year ERGEH 59,772
Other information HiEH
Depreciation and amortisation EREH 17,107 16,414 = 33,521
Additions to non-current assets REFERBEE 69,385 64,165 = 133,550
As at 31 December 2024 WZE-ME+-A=1-H
Segment assets PHEE 486,288 432,723 2,182 921,193
Segment liabilities PHAEE 249,685 124,246 4,359 378,290

HONGCHENG ENVIRONMENTAL TECHNOLOGY COMPANY LIMITED * ANNUAL REPORT 2025



5

." NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
y (W o o B IS B P B

For the year ended 31 December 2025 H#E - -HF+-F=+—HILtFE

REVENUE AND SEGMENT INFORMATION WaEEkoHER (&)
(Continued)
(c) Contract liabilities () EHEE

The Group recognised the following contract liabilities: REEBERATENEE:

As at 31 December
BR+=-—HA=+—H
2025 2024

—E_RF —E_POE
RMB’000 RMB’000
AR%ET ARETIT

Contract liabilities related to provision of iRt & iEH =R YERIE R
gold mine hazardous waste treatment S HRNAKHEE

services - 84
Contract liabilities related to sales of BIHERBEREEMNEL
pyrite concentrate =L 1,241 12,151
Contract liabilities related to sales of EA S5 65 B A IR Mo i B i T
products from the reprocessing of EmB@ENaHaE
pyrite concentrate and sulphuric acid 3,728 4,187
4,969 16,422
The following table shows how much of the revenue TRINTHRBEZZE-_RAFR=-F
recognised during the years ended 31 December 2025 “MFE+ A=+ HLFEER
and 2024 relates to carried-forward contract liabilities: WEREESNBERTE NS :

Year ended 31 December
BE+-A=+—-HLFE
2025 2024

—E_RE —E PO
RMB’000 RMB'000
AR¥T T ARETF T

Revenue recognized that was included in T AF 1A 4B EHE R
the balance of contract liabilities at the ~ BRI
beginning of the year

Provision of gold mine hazardous waste IR &S ZREY R IE RS

treatment services 84 —
Sales of pyrite concentrate HERIBE 7,260 6,242
Sales of products from the reprocessing  $5 & FiEHE & ik B i T
of pyrite concentrate and sulphuric Em
acid 3,932 414
11,276 6,656

2025 F 4R « BABRRHIER AT 109



e SRR

For the year ended 31 December 2025 HE-T - FF+-A=+—HBILtFE

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS ‘.Tf.:.
.‘MP!A 0

5 REVENUE AND SEGMENT INFORMATION 5 WERIFBER (B
(Continued)
(d) Unsatisfied contracts (d) KETERN
The following table shows unsatisfied performance TRINTEEPIIUNEGHMES
obligations resulting from contracts with customers: BWARBITRAOEE:

As at 31 December

R+=HA=+—8
2025 PAO!
—E-FRE —EF
RMB’000 RMB’000
AR®BTR AREFTT
Expected to be recognized within TREARE P — F MR
one year

Provision of gold mine hazardous waste {2t & EH ERE VIR IR RIS

treatment services - 84
Sales of pyrite concentrate SHE TR 1,241 12,151
Sales of products from the SHEWBERREE

reprocessing of pyrite concentrate BINTER

and sulphuric acid 3,728 4,187

4,969 16,422
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e ISR R M

For the year ended 31 December 2025 H{Z =T - AF+-A=+—HLFE

5 REVENUE AND SEGMENT INFORMATION
(Continued)

(e) Accounting policy of revenue recognition

(i)

Revenue from contracts with customers

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

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

The portion of revenue received from customers but
not earned is recorded as contract liabilities on the
consolidated statements of financial position.
Amounts which will be earned within one year is
reflected as a current liability, and which will be
earned beyond one year is reflected as a non-current
liability.

5 WHEkaBER (&)

(e) WMAREWETBEE

(i)

2025 F 3R « BARREHEBERA A

HEFFTEH B Kt

HEPRIANHNBENE
MERBOEHRER TR
P T AER M d BB
AEBEEHARIEHRZEFEDY
HRBERESNRE-

EANTHNRERRETES
B G RERAKE/E
MIRBBEETERMAE
EGNeRm-AZ2REEAN
FIRR L AT X EAR
EEEAERERRN T ®
EMEKRERE R EER
WaHeEBAAREIERE
BERY RO -

B % P W AE R BB A Y a8
ORGP MK PR
BRIEAKAE - BN —FAR
BEBEIERBEE ™
KR —FRBRRNESELZ
SIESERB B IE
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For the year ended 31 December 2025 HZ =T -AF+-A=1+—HILFE

5

112

REVENUE AND SEGMENT INFORMATION
(Continued)

(e) Accounting policy of revenue recognition
(Continued)

(i)

(ii)

Revenue from contracts with customers
(Continued)

Revenue from provision of gold mine hazardous
waste treatment services

Revenue from the provision of gold mine hazardous
waste treatment services is recognised over the
relevant period in which the services are rendered
based on the completion percentage of the
treatment services performance obligation which is
in turn determined with reference to the percentage
of cost incurred up to date to the total estimated
cost of completion that are attributable to the
treatment services. Further analysis of the estimates
and judgements applied in the recognition of
revenue from provision of gold mine hazardous
waste treatment services is set out in Note 4(a).

Sales of products

Revenue from sales of pyrite concentrate and sales
of products from the reprocessing of pyrite
concentrate (including sulphuric acid, sulfamic acid,
magnesium sulfate, magnesium fertilizer, iron
powder and electricity) are recognized at the point
in time when control of the product is transferred to
customers, which is generally on delivery of the
products.

Rental income

The Group mainly derives rental income from
investment properties. Rental income is recognised
on a straight-line basis over the lease term. Initial
direct costs incurred in obtaining an operating lease
(if any) are added to the carrying amount of the
underlying asset and recognised as expense over the
lease term on the same basis as lease income.
Further analysis of the estimates and judgements
applied in the recognition of rental revenue is set
out in Note 4(c).

-®
.‘MIA/i\

5 W@ERkDAER (50)

(e) WATEHWEFHEER (&)

(i)

(ii)
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REHESEEEEYEE RS
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HEREREREEOEE
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XA B AR B TR AR B
DHEE - BRERREHREE
BEEMREE RS/ WS
R aH R A E 2 o A7
PAHEE4(a) ©

#HEEm

HEMBRBLEERBER
MIER(BEHRE [EE
B miBE SIE - EHHRE
7)Y UL 2R TR EE om P2 Il HE B RS
ERFMEREM —RAEM
AT RERR ©

HERA

AEEAREIZVEREL
HeWA -HEWAREHA
REREER RIGKEHE
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HEERASFAX -ARERHE
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-TT.- NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
L) AXML—

e ISR R M

For the year ended 31 December 2025 H#E - -HF+-F=+—HILtFE

6 OTHER INCOME 6 HlA

Year ended 31 December

BE+-A=+—HLEE

2025 2024
—E_REF —E PO
RMB’000 RMB’000
ARMET T AREET T
Agency service income RIEERFBUBA 839 758
Government grants BT 755 492
Others Hb 2 4
1,596 1,254
7 OTHER LOSSES — NET 7 HftuEsE — FEH

Year ended 31 December

BEt+t-HA=1T—HLEE

2025 2024
—E-RE —Z e
RMB’000 RMB’000
AR®T T AREETIT

Net losses on disposal of property, HEWE - WEREEUARE

plant and equipment and REAEENBRTEHR

right-of-use assets (Note 32) (FFE32) (2,437) (521)
Others At (53) =

(2,490) (521)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRERME

For the year ended 31 December 2025 HE-T - FF+-A=+—HBILtFE

i

8 EXPENSES BY NATURE 8 BMEIIMAX
The analysis of cost of sales, selling expenses and administrative SHE RN - $HE X R AT B 32 DA I B B
expenses and research and development expenses is as follow: FXHI DT

114

Raw materials and consumables used in cost

Year ended 31 December

BE+=A=+—ALFE
2025 2024
—EPOF
RMB'000
ARKETIT

—E-EHE
RMB’000
ARET T

aHASHE BB R R R R

of sales 49,189 32,980
Materials used in research and development #72% 58 3% F7 (£ B 9 #4

expenses 6,659 2,806
Changes in inventories of finished goods R mRERMFEEE

and work-in-progress 13,442 8,865
Employee benefit expenses including EEBNAX (BREEEHE)

directors emolument (Note 9) (f13E9) 38,878 28,751
Amortisation of right-of-use RS EEH (M5 14)

assets (Note 14) 1,703 1,900
Depreciation of property, plant and M - BERBRETE

equipment (Note 15) (PfF5E15) 29,300 27,227
Depreciation of investment BEMERE (H3E16)

properties (Note 16) 4,386 4,386
Amortisation of intangible assets (Note 17) 2 & E B (F5E17) 36 8
Utility expenses UNZES:5q 15,333 15,447
Taxes and levies I R EE 8,976 7,505
Transportation expenses Ex 5,996 5,326
Consultation and professional fees BHAREXEA 5,003 3,219
Auditor's remuneration — audit services ZEANE M — FZRS 1,855 1,852
Others Hh 26,296 15,936
Total Bt 207,052 156,208
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o. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Moo BAIERRME
9 EMPLOYEE BENEFIT EXPENSES 9

For the year ended 31 December 2025 H#E - -HF+-F=+—HILtFE

BERABFAX

Year ended 31 December

BE+t=-A=1+—HLEE
2025 2024
—E-E
RMB’000
ARBT T

—E-hHEF
RMB’000
AR%T R

Salaries, wages and bonuses e IBERELA 34,986 25,317
Contributions to pension plans (a) BIREFEIEIR () 1,941 1,713
Medical insurance and other social BEE R R EME SRR
insurance 1,344 1,186
Housing fund FEAES 607 535
38,878 28,751
(a) Contributions to pension plan (a) EBIKREFTEIER

The PRC based employees of the Group participate in
various defined contribution retirement and social benefit
plans organized by the relevant municipal and provincial
governments in the PRC. The Group and the employees
are required to make monthly contributions to these plans
calculated as a percentage of employees’ salaries, subject
to certain ceiling. The municipal and provincial
governments undertake to assume the retirement benefit
obligations of all existing and future retired PRC based
employees payable under the plans described above. The
assets of these plans are held separately from those of the
Group in an independent fund managed by the PRC
government. Other than the monthly contributions, the
Group has no further obligation for the payment of
retirement and other post-retirement benefits of its
employees. The Group's contributions to these plans are
expensed as incurred.

There were no forfeited contributions (by employers on
behalf of employees who leave the scheme prior to
vesting fully in such contributions) to offset existing
contributions under the defined contribution schemes.

AEENTEES2EhTEAH
T U & & BT AR AR A & 7 S E i
FRAREEBAGTE - AEE &
BEEBARZSFAEMHK €8
BEBIEMBNLFE RER
FEEBR o BT Be & BT A G R R
Rig L st 8RN EOMERE KR
FOR K Bl E B AR INGE I EF5
ZEMENBEELRASENEED
FM-APERREENELESR
B-BREARFIN ARETESN
H B BIR K o B At R R 18 48 I 19
—HREE-AREHZEFFEOHE
RRELRTIBFREX -

BELMERKRER (AEER
REZBEBHBAFARGTE
B e 8 ) AEHEEHAREFTETH
BRHEK-
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For the year ended 31 December 2025 HE-T - FF+-A=+—HBILtFE

9 EMPLOYEE BENEFIT EXPENSES (Continued) 9 REE®NFEX(®)
(b) Five highest paid individuals (b) TERSHFMAL
The five individuals whose emoluments were the highest BHE-Z-_RAF+-A=+—HLt
in the Group include three (2024: three) directors for the FE AEBRUGSHFMHALY
year ended 31 December 2025. Their emoluments are MEE=2(ZT_NF:=8)&
reflected in the analysis presented in Note 39. Details of FoHE MBS = IR M FE39F7 H
the remunerations of the remaining two (2024: two) Mo BE_ZT_AFE=_F
highest paid individuals during the years ended 31 ZWHE+TZA=T—HLEFE &
December 2025 and 2024 are as follows: TRE(ZEZME - WE)&RE 5
A TEF B IE T

Year ended 31 December

BE+-A=1+—-BHLEE

2025 2024
—E_RE —E_puE
RMB’000 RMB’000
AR¥ TR ARETT
Salaries, wages and bonuses e ITEREL 1,011 1,054
Contributions to pension plans R ET IR 57 59
Housing fund, medical insurance and FEAES BEREB M
other social benefits Efrt il 39 43
1,107 1,156
The number of highest paid non-director individuals RBEE_ZE_AFR_ZT_F
whose remuneration for the years ended 31 December FTZA=ZT—BHLEFE FUCLR
2025 and 2024 fell within the following bands are as UTHENHEESESHFMATH
follows: HEEHIWAT:

Year ended 31 December

BE+-A=1+—-HLEE

2025 2024
—E-RE —E U
Emolument bands B < %6 [E

(Nil to HK$1,000,000) (Z%1,000,0007%7T) 2 2
During the years ended 31 December 2025 and 2024, REBEE-_E_AFR-_ZFT_NF
none of the five highest paid individuals waived or has +TZA=+—BHLEFE Afimks
agreed to waive any emoluments, and none of the five FA TR ENE LR B REEM
highest paid individuals received emoluments from the e AfuZeSHFMALRERA
Group as inducement to join or upon joining the Group, S EWEEN £ E A A E B ko

or as compensation for loss of office. AT B B A SR B ol BB A 12 o
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For the year ended 31 December 2025 H#E - -HF+-F=+—HILtFE

‘.‘TT.“ NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
- AX&“&-

10 FINANCE COSTS — NET 10 BERARFEEE

Year ended 31 December

BE+-A=+—HLEE

2025 2024
—E-REF —EpUE
RMB’000 RMB’000
AR¥T ARETFT
Finance income RE WA
— Interest income derived from bank — BERITEBREENTE
balances KA (41) (99)
Finance costs [E: 529N
— Interest expenses on bank borrowings ~ — fRTE KT BRI 3,355 2,335
— Interest expenses on borrowings under  — BEAELHEE FHERK
finance lease arrangement AEMX 2,545 2,485
— Interest expenses relating to warehouse — (& EHREZHHRIHD
lease arrangements (Note 31) FMERAZ (MFE31) 2,441 2,340
— Interest expenses on lease liabilities —HEaEMEFX
(Note 14) (BaE14) 15 44
8,356 7,204
Less: borrowing costs capitalised in W B - BB K&
property, plant and equipment FME KA AN (2,738) (1,561)
5,618 5,643
Finance costs — net R A A F R 5,577 5,544
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e B HRRME

For the year ended 31 December 2025 HE-T - FF+-A=+—HBILtFE

11 INCOME TAX EXPENSE

-®
.dmA!‘T~m.

11 FEFHEX

Year ended 31 December

BE+t-A=+—HLEE
2025 2024

—E e

—E-hEF
RMB’000 RMB’000

ARBT ARBETT

PRC income tax R EIFTS R

— Current income tax expense — BNERFTIS FiR X 16,770 12,288

— Deferred income tax expense — BEAMSTAX 4,901 1,184
21,671 13,472

The Group's principal applicable taxes and tax rates are as
follows:

(@) Cayman Islands, British Virgin Islands (“BVI")
and Hong Kong

The Company is an exempted company incorporated in
the Cayman Islands and is not liable for taxation in the
Cayman Islands.

Hong Kong profits tax is considered at the rate of 16.5%
on the estimated assessable profits for the years. The
Group did not have assessable profits in Hong Kong for
the years.

(b) PRC corporate income tax (“CIT")

Taxation on PRC income has been calculated on the
estimated assessable profit for the year at the rates of
taxation prevailing in the PRC in which the Group's
subsidiaries operate. The Company’s subsidiaries
incorporated in PRC are subject to CIT at the rate of 25%
(2024: 25%) for the year ended 31 December 2025,
except for Shandong Jinjia Environmental Co., Ltd.
("Shandong lJinjia”), which has applied for High and New
Technology Enterprise (“HNTE") status and is eligible for a
preferential CIT rate of 15%. The relevant HNTE certificate
is still in the process of being obtained.

AEENETEEAHBRBENT

(a) PSS HEBEMREHS ([R
BHEBREE)RER

ARBIRRFASESEMKILNE
Henn BAERSEERM -

RER BENSBIZ G ERK
A E16.5% T H - AKRBRER
ERBLEERBIEF -

(b) hEIEZEMREH ([EEREH])

TEMEHIRBEARFE G ER
BB RAREMNERRKLHM
EHRTREFE- RBE_F
“HE+T-A=+—HILEFEE &K
NGNS iVl = PNCIPE]
B5% HEBREXMER(ZF
“mE:25%)  ELRERERERE
RAB(TWREZDEIN Z AT
EEHFEARMAE ([SH it
XDEWKR AEREBIS%HNESR
CEMERREX -BESMRME
EEEDEMEED-
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e B HRRME

For the year ended 31 December 2025 H{Z =T - AF+-A=+—HLFE

11 INCOME TAX EXPENSE (Continued)
(b) PRC corporate income tax (“CIT") (Continued)

(c)

In accordance with the Circular of the Ministry of Finance
and the State Administration of Taxation on Issues
concerning Implementing the Enterprise Income Tax
Incentive Catalogue for Comprehensive Utilization of
Resources Cai Shui [2008] No. 47 ( (BB EF - Bl Fi 542
BERANTERGEMNBEEMSHERDHAEBM
R HY @A) B 34 [2008]479% ), an enterprise, which uses
the raw materials under the catalogue to produce recycled
resource products under the catalogue and the products
meet the national or industrial standards, is entitled to
incentive tax arrangement such that 90% of the sales
revenue of the products is subject to the calculation of the
taxable income. The Group’s sales of pyrite concentrate
qualify for the incentive tax arrangement and therefore
10% of the Group's revenue from sales of pyrite
concentrate was exempted from the taxable income of
the Group in the calculation of CIT during the years ended
31 December 2025 and 2024.

In addition, during the years ended 31 December 2025
and 2024, the Group's PRC subsidiaries, HC Mining and
Shandong Jinjia, are entitled to claim additional tax
deduction of research and development expenses
incurred.

PRC withholding income tax

According to the CIT Law, a 10% withholding tax on
dividends received/receivable will be levied on the PRC
companies’ immediate holding companies established out
of the PRC. A lower withholding tax rate may be applied
if there is a tax treaty arrangement between the PRC and
the jurisdiction of the foreign immediate holding
companies and simultaneously certain conditions are
satisfied.

PRC withholding income tax has been provided for the
amounts the Group expects Mainland China subsidiaries
to distribute their profits in the foreseeable future. As at
31 December 2025, deferred income tax liabilities of
RMB1,800,000 (2024: RMB1,800,000) have been
recognised for the withholding tax that would be payable
on remitted earnings of PRC subsidiaries of the Group.

11 FEHHEX(®)

(b)

(c)

FETERESH ([HEMRBHR])
(&)

BT (A BRUBELBER
HITEREGEAENACEMSHRESR
BirA MR @A) BFi[2008]147
o EFNBBEEANRME EE
BN BEERER BEEME
EEREERITERSE JZXH
BERLZHE NEREEKREH
90% st AFERTA - REEHE
MIBREAEHRFERLZH At &£
HENERSHE AEFRRNEE
TERAFRZT_MFE+A
=T —HILEFEHERBENRRS
H910% 1 FE SR B ULz P HIBR o

IV BE—E_RAFR T
F+-_A=+—BILFE ~A&EH
BB A R RAREE RILE S
EHEERAEENHERARERE
HNEIE AR ©

PERENREH

RIBEEMEHE £ BEIHEIK
NP BERARNERERA A SR
BB W e IR B 10% FE A
Mo fiirp BB SNE B R R R A
AEEBERZEAERBEORZEE
I [R5 i 2 TG - B AT A
KE B R -

B AEEERRAIERRKP
A EB AR EE D IRZE R
CREFTIRPEBHAMEHER R
—E-_RF+-A=+—HB EL
Frg#iaE A R%1,800,0007T (=
T gF: AR®1,800,0007T) E
PAE B A BB R R E & F
B TR FERR o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRERME

For the year ended 31 December 2025 HE-T - FF+-A=+—HBILtFE

i

11 FBHEX (&)
FREFEHFTEH (&)
BEhes T AR REMRE
HEHE ZERABREETRA
WAMAERBERLE-R_F
—HEFE+-_A=+—B MABR

11 INCOME TAX EXPENSE (Continued)
(c) PRC withholding income tax (Continued) (c)

No PRC withholding income tax has been provided for the
remaining earnings which will be retained in Mainland
China for expansion of the Group's operation. As at 31
December 2025, deferred income tax liabilities of

120

RMB42,046,000 (2024: RMB33,381,000) have not been
recognised for the withholding tax that would be payable
on unremitted earnings of PRC subsidiaries of the Group
amounting to RMB420,460,000 (2024: RMB333,814,000).

The tax on the Group’s profit before income tax differs
from the theoretical amount that would arise using the
statutory tax rate applicable to profit of the consolidated

entities as follows:

EEmMSEHAaBEAEARE
42,046,000 (ZZF MG ARK
33,381,0007T) - It B ERE A& E
Y R B B B A B A B & I B FE
EHRmMELE 2BAARE
420,460,000 (ZZE-MFE: AR
#333,814,0007T) °

R B R P15 B AR 2R e B
HEEBEEEREMNERNEE
MEFENERSBEATER:

Year ended 31 December

BE+=-A=1t—HLLEE
2025 2024
—EPOF
RMB‘'000
ARET T

—E-EHE
RMB’000
AR®T T

Profit before income tax bR TS R A& 109,995 73,244
Tax calculated at the PRC statutory tax &2 BIAER K 25%
rate of 25% (2024: 25%) “E DU 25%)
TE 2 HIA 27,499 18,310
Tax effects of: MBTE
— Impact of different tax rates at — TREBE TR EL
a different tax regime - 763 340
— Expenses not deductible for — SLARERM = VAl
income tax purpose R 1,708 1,515
— Tax benefit in respect of revenue from — 7 B 15 & BRI ES HY
sales of pyrite concentrate HIBES (4,749) (3,024)
— Tax losses for which no deferred — WERL UL R AT 1S
income tax asset was recognised HEEMTIAEE 584 510
— Super deduction on research and — BERER AR
development expenses (3,973) (3,200)
— Effect of changes in tax rates — MEEFHHTE 521 =
— Tax filing difference for prior year — FFEHRHER (682) (979)
Tax charge IA H 21,671 13,472
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For the year ended 31 December 2025 H#E - -HF+-F=+—HILtFE

12 EARNINGS PER SHARE 12 BREF
(a) Basic (@) E&F
The basic earnings per share is calculated by dividing the BREABFNDEBBARRRHES
profit attributable to owners of the Company by the AN EFIBR AF AR B 1T E
weighted average number of ordinary shares in issue AR ANAE Bt & o

during the years.

Year ended 31 December

BEt+t-HA=1T—HLEE

2025 2024
—E-HE —Z e
Profit attributable to owners of the RRARIHER ARG RT
Company (RMB'000) (AR®EFT) 88,498 60,012
Weighted average number of ordinary & 31T & @A INAE F 198
shares in issue 1,000,000,000 1,000,000,000
Basic earnings per share (RMB) FREABEN (AREIT) 0.088 0.060
(b) Diluted (b) #8
During the years ended 31 December 2025 and 2024, the HE_Z_RAFR-_T_MNE+=
diluted earnings per share presented is the same as the R=+—RLFE 230N EKRE
basic earnings per share as there were no instruments BRNEGRERBNAER BB
outstanding that could have a dilutive effect on the W ETEIIN TR EHARAE R
Company’s ordinary shares. TRRERE T E -
13 DIVIDEND 13 KA
No final dividend was recommended for the year ended 31 MERZZEE T _AFE T _NF
December 2025 and 31 December 2024. TZAZ=T—BILEFEZRERE
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For the year ended 31 December 2025 HE-T - FF+-A=+—HBILtFE

14 RIGHT-OF-USE ASSETS AND LEASE LIABILITIES 14 FRHESERTEHESS

(a) Amounts recognised in the consolidated (a) REEHBRARBEANESE
statement of financial position

As at 31 December

R+=—HA=+—8H
2025 2024
—E-RF —ZE U
RMB’000 RMB’000
AR%T AREFTT
Right-of-use assets EREEE
Land use rights o b fP A A 73,056 75,231
Lease of building HEEF - 789
73,056 76,020
Lease liabilities HESE
Lease of building HERF
— Current — & - (394)
— Non-current — JERE - (413)
- (807)
Movements in right-of-use assets in 2025 and 2024 are RZE_RAFR-_Z_MFMNFER
analysed as follows: BEEZFONTMET :
Land use
rights Building Total
+ 3 fE FARE BF st
RMB'000 RMB’000 RMB’000
AREFTT AR®ETFT ARBTT
At 1 January 2024 RZZFZME—H—H 77,406 - 77,406
Additions = - 1,183 1,183
Depreciation (Note 8) & (fizE8) (2,175) (394) (2,569)
As at 31 December 2024 e Sl 1
+=A=+—H 75,231 789 76,020
At 1 January 2025 R-ZE-_RAF—A—H 75,231 789 76,020
Additions NE - - .
Depreciation (Note 8) & (Kizk 8) (2,175) (197) (2,372)
Disposal HE - (592) (592)
As at 31 December 2025 RZZEZhEF
+—HA=+—H 73,056 - 73,056
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2025 H#E - -HF+-F=+—HILtFE

=1 0.
0 TA&M&.

14 RIGHT-OF-USE ASSETS AND LEASE LIABILITIES 14 FRAEEERHEESS (8
(Continued)

(a) RESMBRRRBERNESE

(@) Amounts recognised in the consolidated

statement of financial position (Continued)

The Group's land use rights comprise the factory sites of
the Group's PRC subsidiaries that are located at Laizhou
city of Shandong Province, the PRC.

The estimated useful life of the Group’s land use rights is
determined to be 50 years which is the best estimate of
the useful lives based on the normal terms of land use
right leases in the PRC.

As at 31 December 2025, land use rights of the Group
with a total net book value of RMB12,086,000 (31
December 2024: RMB5,387,000), RMB 16,227,000 (31
December 2024: RMB19,740,000) and Nil (31 December
2024: Nil) were pledged as security for long-term bank
borrowings, short-term bank borrowings and long-term
borrowings under finance lease arrangement of the
Group, respectively.

(%)

AEENLHMERESEAKEF
5 B /8 2 B oz 7 R B L BR A e TR
B R S 1t A

ARER B 1 b 5 AR M A i 51 AT 2 R 4
HEERSF EAREFTEL
HofE TS — AR IGEE Al (E A
HE &b AT e

RZEZRAF+=ZA=+—HB K
EEEmMEFEABEAARE
12,086,000C (ZZE—MFE+ = A8
=+—H8: AR#¥5,387,0007T) * A
R#16,227,0000 (ZE W&+ =
A=+—H: AR#¥19,740,0007T)
EE(ZE_NFE+_A=+t—8:
DM HMFAEE D RERES
EHRITER  SHBITEREAR
SERERSLH NRBMEROE
o
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For the year ended 31 December 2025 HE-T - FF+-A=+—HBILtFE

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS ‘.Tf.:.
.‘MP!A 0

14 RIGHT-OF-USE ASSETS AND LEASE LIABILITIES 14 FHESERBEESS (B
(Continued)

(b) Amounts recognised in the consolidated (b) RRE2HBBREINEH
statements of comprehensive income

Year ended 31 December

BE+-A=1+—-BHLEE

2025 2024

—E_REF —E_puE

RMB’000 RMB'000

AR® T AREETIT

Cost of sales SHE KA 239 393
Administrative expenses TERAX 1,464 1,507
Amount charged to profit or loss REERNG 2 &5 1,703 1,900
Capitalized in construction in progress ~ E£ET2&E ARk 669 669
Total amount of depreciation EESH 2,372 2,569

Interest expenses (included in finance FMERX GtARERKA)

cost) (Note 10) (B 10) 15 44
During the year ended 31 December 2025, the BHE-_ZT-_RAF+=-A=+—HL
amortisation on Land use rights amounting to FE - THEAREHNOARE
approximately RMB669,000 (year ended 31 December 669,0007C (H{Z —F—MF+— K
2024: RMB669,000 ) was capitalised on qualifying assets. =+—BIEFE : AR¥669,0007T)

EREEREEFRENLE-
The total cash outflow for leases during the years ended HE_Z-_AF+-_A=+—H8H1
31 December 2025 was RMB192,000 (2024: FENEEREREBER/ARE
RMB420,000). 192,000t (ZZTZHF: AR¥
420,0007T) °
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e B ERRME
For the year ended 31 December 2025 H#E - -HF+-F=+—HILtFE
15 PROPERTY, PLANT AND EQUIPMENT

15 ¥ BERRE

Furniture,
fixtures and Construction
Buildings Machineries  equipment Vehicles in progress Total
#E BE
BT B EERRE hE ERIR @zt
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETT ARETR ARETT ARETT ARETR
As at 1 January 2024 R=B-ME-A-H
Cost AR 202,490 162,678 8,734 7,869 54,521 436,292
Accurnulated depreciation 2iE (25,252) (20,346) (3,569) (2,265) - (51,432)
Net book amount REFE 177,238 142,332 5,165 5,604 54,521 384,860
Year ended 31 December HR-Z-|E
2024 TZA=+-HIEEE
Opening net book amount EREFE 177,238 142,332 5,165 5,604 54,521 384,860
Additions RE = 1837 2,604 1,036 126,884 132,361
Transfer upon completion TR GRER 1,095 204 - - (1,299 =
Disposals HE = (600) = (563) - (1,163)
Depreciation e (10,246) (15,409) (708) (864) - (27,227)
Closing net book amount ~ EREAZFE 168,087 128,364 7,061 5,213 180,106 483,831
As at 31 December 2024 RZZ-ME
+ZA=t+-H
Cost KA 203,585 163,015 11,338 8,032 180,106 566,076
Accumulated depreciation ZEME (35,498) (34,651) 4,277) (2,819) = (77,245)
Net book amount REFE 168,087 128,364 7,061 5,213 180,106 483,831
Year ended 31 December o
2025 +ZA=+-HLEEE
Opening net book amount ENERFE 168,087 128,364 7,061 5,213 180,106 488,831
Additions RE 8,127 5,774 1,711 5,857 188,265 209,734
Transfer upon completion SRR 53,363 31,688 1,962 2% (87,037) -
Disposals LE (2,248) (456) - (442) - (3,146)
Depreciation (Note 8) & (Hzs) (11,010) (15,574) (1,583) (1,133) - (29,300)
Closing net book amount EREAFE 216,319 149,796 9,151 9,519 281,334 666,119
As at 31 December 2025 RZBZEE
+=A=t-8H
Cost A 262,827 200,021 15,011 13,471 281,334 772,664
Accumulated depreciation ZETE (46,508) (50,225) (5,860) (3.952) - (106,545)
Net book amount FEFE 216,319 149,796 9,151 9,519 281,334 666,119
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For the year ended 31 December 2025 HE-T - FF+-A=+—HBILtFE

15 PROPERTY, PLANT AND EQUIPMENT (Continued)

126

(a) Depreciation expenses

Depreciation of property, plant and equipment is included
in the following categories in the consolidated statement
of comprehensive income:

15 W% BERSKE(®
(a) HEEH

ME BELERXENEREEEZE
Was Rt AA TR

Year ended 31 December

BEt-A=T-HLEE

2025 2024

—E-AF —EPOF

RMB’000 RMB'000

ARE TR AREETIT

Cost of sales $HE KA 20,626 19,428
Administrative expenses THAX 8,674 7,799
Total RET 29,300 27,227

As at 31 December 2025, buildings of the Group with net
book value of RMB37,633,000 (31 December 2024:
RMB2,684,000) and RMB66,411,000 (31 December 2024:
RMB71,562,000) were pledged to secure long-term and
short-term bank borrowings of the Group (Note 29).

The Group's subsidiary, Shandong Jinjia Environmental
Co., Ltd. (“Shandong Jinjia”) and Shandong Hongcheng
Mining (Group) Co.,Ltd, ("HC Mining”) obtained a
number of borrowings from certain finance lease
institutions through sales and leaseback arrangements
(Note 29), whereby certain machineries of HC Mining and
Shandong Jinjia were sold and leased back with a twenty-
four months lease term. Shandong lJinjia and HC Mining
have the option to purchase the machineries on
completion of the leases at nominal values. During the
lease term and before the exercise of repurchase options
at the expiry of lease term, such machineries are effectively
pledged as security for the borrowings and are restricted
for pledge or disposal unless leasors’ prior consent is
obtained. As at 31 December 2025, machineries with net
book value of RMB96,716,000 (31 December 2024:
RMB73,716,000) were under this restriction.

RZE-_RAF+ZA=1+—H 'K
SEERmFESNAARK
37,633,000c (ZZE W&+ A
=+—H: AR®2,684,0007T) &
AR #66,411,0007T (==& — P04
+=—A=+—8: AR#71,562,000
TT)MEFERBIEARNEE R
NG HARIT B A EIR (FF3E29) ©

AEBZWHBARILRESRRES
RAR ([WREE]) RILUEEAE
¥(EE)RAR)(DBEBEX])SE
BEZBRZHE (M329) #5E T/
EFEMENSETER Bt 8
ABERLRERSZH THER
“tNEAEHARNEEER LR
SR MBFRBEERENEETKE
LRHEEBEERSKI REEHARR
TEMERmESTERBRIZEN
ZEMBER FERIFERERN
BR TRHERR S RIS
EFAANEARE - R-_ZT_AF
+—A=+—HB EEFEAAR
#96,716,000C (ZZ — M F+ =
A=+—H: AR#¥?73,716,0007T)
O 23 52 11 BR ]
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2025 H{Z =T - AF+-A=+—HLFE

15 PROPERTY, PLANT AND EQUIPMENT (Continued)
(b) Accounting policies of property, plant and

equipment

Property, plant and equipment (other than construction in
progress) are stated at historical cost less depreciation and
accumulated impairment losses, if any. Historical cost
includes expenditure that is directly attributable to the
acquisition of the items.

Subsequent costs are included in the asset’s carrying
amount or recognised as a separate asset, as appropriate,
only when it is probable that future economic benefits
associated with the item will flow to the Group and the
cost of the item can be measured reliably. The carrying
amount of any component accounted for as a separate
asset is derecognised when replaced. All other repairs and
maintenance are charged to profit or loss during the
reporting year/period in which they are incurred.

Depreciation is calculated using the straight-line method
to allocate their cost, net of their residual values, over
their estimated useful lives as follows:

Buildings including structures for storage of 3-30 years
cyanide tailings and pyrite concentrate

Machineries 5-10 years

Furniture, fixtures and equipment 5 years

Vehicles 10 years

The assets’ residual values and useful lives are reviewed,
and adjusted if appropriate, at the end of each reporting
period.

An asset’s carrying amount is written down immediately
to its recoverable amount if the asset’s carrying amount is
greater than its estimated recoverable amount.

15 X BERRE (&)

(b)

BN BRERZUE BERRE

ME - BE M&RE (EEZTRERIN)
RIE L AR & ) REHREE 18
(WA )5I| ik  BE 2 A 7S 6 18 W s =%
FHBEEEGEMMAX-

HIZRAMEE 85208 B R A R K
RBENZAEERALKE RZAR
MR A BE Rl SEstst ERRBIL T - 75
S ABEREEXBRR/BIULE
E (AER) - S EB & EMEM
MOMEEENBERLLHER-
PR E b RREREELNR
EEE /PR BRRTRG -

WEERERAE RIATMEE
A R FH A D B A AN (H1 5 R &
BE) :

BF(RERTELED 3E304F
RIGIEENEED)

#ees 5E 104
EEEER&E 54F
il 104

BEMNNSKEELAIERFHNE
BERREHLFLEERHE-

& EREESNE G ATRE S
B RIENE K E EREENREE
A E g
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2025 HZ =T -AF+-A=1+—HILFE

15 PROPERTY, PLANT AND EQUIPMENT (Continued)

128

(b) Accounting policies of property, plant and

equipment (Continued)

Gains and losses on disposals are determined by
comparing proceeds with carrying amount. These are
included in profit or loss.

Construction in progress represents properties under
construction and is stated at cost less accumulated
impairment losses. This includes cost of construction and
other direct costs. Construction in progress is not
depreciated until such time as the assets are completed
and are ready for operational use.

Impairment of non-financial assets

Assets that have an indefinite useful life for example,
goodwill or other non-amortising intangible assets are not
subject to depreciation and are tested annually for
impairment. Assets are tested for impairment whenever
events or changes in circumstances indicate that the
carrying amount may not be recoverable. An impairment
loss is recognised for the amount by which the asset’s
carrying amount exceeds its recoverable amount. The
recoverable amount is the higher of an asset’s fair value
less costs of disposal and value in use. For the purposes of
assessing impairment, assets are grouped at the lowest
levels for which there are separately identifiable cash
inflows which are largely independent of the cash inflows
from other assets or groups of assets (cash-generating
units). Non-financial assets other than goodwill that
suffered an impairment are reviewed for possible reversal
of the impairment at the end of each reporting period.

-®
.‘MIA/i\

15 VX BERRE (&)
(b) B BEZYX BERRKE

(%)

HE WS & B RIZ PSR IR AR E
BENERERE Yt ARz

HERTRERETHNYER ERA
R ERBEIIK 8REEEK
AREMEEKNN - EEZTRERE
ETRRAHEECRATTINE -

FEMEERE
AEERAEAFHNEE (HE
SEMIFMIEET A E) BARE -
Y EFETRENA - SHEEH
KGN BURREE R B EE
YWelk - RIS EEETTREN R &
BEREEBAETKE S A
BHHOSESERSERE- A
WEEREAEEXFERHEKRA
HEABEEMERTNRSTE BT
ffBEN S BERABIHEMNER
ERANKEBRDE AHEAS
MARBEBINEMEENEE
Ml REEXEBM)MRSARA
HEBENFSREE (BRI
BREHRSHRRTEE A AIEEE
R E R -
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16 INVESTMENT PROPERTIES

As at 31 December 2023

For the year ended 31 December 2025 H#E - -HF+-F=+—HILtFE

16 BEWHE

R-B-=%+-A=+—H

Buildings and
land use right

BFR

+ it A
RMB’000
ARETT

Cost %N 142,565

Accumulated depreciation ZFHinE (21,746)
Net book amount REFE 120,819

Year ended 31 December 2024 HE_Z-_NF+_A=+—HLFE

Opening net book amount FHRREFE 120,819

Depreciation (Note 8) & (HMizE8) (4,386)
Closing net book amount FERIREEE 116,433

As at 31 December 2024 R-ZE-_NF+-_A=+—H

Cost 2% 142,565

Accumulated depreciation REtinE (26,132)
Net book amount BRENEE 116,433

Year ended 31 December 2025 BE-_Z_AF+-_A=+—HLEE

Opening net book amount FHREEE 116,433

Depreciation (Note 8) e (MizEs) (4,386)
Closing net book amount FARIREFEE 112,047

As at 31 December 2025 R-B-HFE+=-HA=+—H

Cost B AR 142,565

Accumulated depreciation ZEHITE (30,518)
Net book amount RREFE 112,047
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For the year ended 31 December 2025 HZ =T -AF+-A=1+—HILFE

16

130

INVESTMENT PROPERTIES (Continued)

(a

As at 31 December 2025, investment properties of the
Group with net book value of RMB61,477,000 (31
December 2024: RMB68,683,000) and RMB50,570,000
(31 December 2024: RMB47,750,000) were pledged to
secure long-term and short-term bank borrowings of the
Group (Note 29).

As at 31 December 2025, the fair value of the Group’s
investment properties were approximately
RMB117,731,000 (2024: RMB131,053,000). The Group's
investment properties were warehouses for storage of
hazardous waste (Note 31) and the first floor of an office
building, which are located at north of Dadongzhuang
Village, Shahe Town, Laizhou City, Yantai, Shangdong
Province, the PRC.

Valuation techniques

Income approach is adopted and takes into account the
current rents of the property interests and the reversionary
potentials of the tenancies, term yield and reversionary
yield are then applied respectively to derive the market
value of the property, there were no changes to the
valuation techniques for each of the two investment
properties during the years.

(a

-®
.‘MIA/i\

16 REWE (&)

RZE-_RFE+-_A=+—HB K
SEERFENAARE
61,477,000 (ZE-MFE+ = A
=+—H: AR®68,683,0007T) &
AR #50,570,0007C (= Z — P04
+=—A=+—8: AR#¥47,750,000
TR EYMECEKIFIEALAEER
REA RS ERITERAER (M=
29) °

RZZEZ_RAF+ZA=+—H 'K
EEREYWENDRFEHAEARE
117,731,000 (ZE - ME: AR
#131,053,00070) - AEE R EKE
MEATGTREZSEZYNRE (K
FE31) R —E AR — 2 U
Bl L R A B =T AN T D R R R R
AL

fEE i

AEBERBKRAE X ROE
BaRAMEES MERKRDHIEMBHE
HWMEREN HPERERER
WasZARHMENTE FR- M
AREMESANGBERMEEE
o
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For the year ended 31 December 2025 H#E - -HF+-F=+—HILtFE

16 INVESTMENT PROPERTIES (Continued) 16 REY=E (&)
(b)  (Continued) by (%)
Valuation techniques (Continued) fEER (&)
Information about fair value measurements of investment BEFAEATABRREASIE (5
properties using significant unobservable inputs (level 3) is ERIFTENREMELATEGFE
as follows: RERNT :
As at 31 December
R+=BA=+-A
2025 2024
—E-ERE =
RMB'000 RMB'000
ARETT ARET T
Fair value (RMB'000) NHEARETT) 117,731 131,053
Unobservable inputs TR i A B
— Term yield — T HA e = S%5,6% perannum B4 5.0% per annum
— Reversion yield — BB R F6.1% perannum B4 5.5% per annum
— Annually market rent —FEMEHS
(RMB/square meter/annum) (ANRHE/FHK/E) 158-252 132-264
(©) Rental income relating to the lease of investment (¢ HEREVWEHEEBENHESUWAG
properties was included in the consolidated statement of ANGFEEHEWER FIEOT :

comprehensive income as follows:

Year ended 31 December

BE+-—A=+—HLEE

2025 2024
ot el - —E e
RMB’000 RMB‘000
AR%T R AREFT
Revenue Weas
— rental income —HsBA 9,558 9,558
The Group leases investment properties under operating AEBERBLEERNHLAREDE -
leases. Details of the lease arrangement and estimation of HEZH R B B m At EES
lease periods for accounting purpose are set out in Notes B EF B A T 5E4(0) 231 o
4(c) and 31.
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For the year ended 31 December 2025 HE-T - FF+-A=+—HBILtFE

17 INTANGIBLE ASSETS 17 \B|IELEE

As at 31 December

Rt=A=+—~H
2025 2024
—E-RF —E U
RMB’000 RMB’000
ARB TR AREFTT
Software B4
As at the beginning of the year F7)
Cost (DN 76 70
Accumulated amortisation 2T (48) (40)
Net book amount BREFE 28 30
Opening net book amount FHREFE 28 30
Additions NE 1,716 6
Amortisation (Note 8) #H (P 8) (36) (8)
Closing net book amount FREREFE 1,708 28
As at the end of the year FR
Cost (DN 1,792 76
Accumulated amortisation 2t (84) (48)
Net book amount BREEE 1,708 28
Amortisation of the intangible assets was included in EREEHENGES 2ERE KT AT
administrative expenses in the consolidated statements of B -

comprehensive income.

132 HONGCHENG ENVIRONMENTAL TECHNOLOGY COMPANY LIMITED * ANNUAL REPORT 2025



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e M RAR MR

For the year ended 31 December 2025 H#E - -HF+-F=+—HILtFE

=) O
0 TA&&“&.

18 PREPAYMENT FOR NON-CURRENT ASSETS 18 FARBEEMEANRE

As at 31 December
R+=—A=+-—H
2025 2024

—E_REF —EOE
RMB’000 RMB’000

AR%T ARBT T
Prepayment for construction in progress friE TR TR IR - 23,047
=

Prepayment for purchase of equipment i B T E TR RIE

and vehicle 2,054 1,985

Prepayment for future purchase of office A& KHE B # A XEMTEN FE
building - 19,000
2,054 44,032

19 INVENTORIES 19 FE&

As at 31 December

R+=—A=+—H
2025 2024
—E_REF —E_pnE
RMB’000 RMB’000
ARET T AREFIT
Raw materials R 6,158 1,644
Work-in-progress R 1,513 187
Finished goods UK 4,959 19,727
Total FEE 12,630 21,558

During the years ended 31 December 2025 and 2024, the cost
of inventories recognised in “cost of sales” amounted to
RMB62,631,000 and RMB41,845,000, respectively.

REEZE-_Z-_AFEK-_ZT-_NHF+=A
—+—HALEFE EREERE]ER
MF &R A D Bl A AR62,631,0007T K&
AR #41,845,0007T
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For the year ended 31 December 2025 HE-T - FF+-A=+—HBILtFE

20 FINANCIAL INSTRUMENTS BY CATEGORY 20 RERESTNEMTA
The Group has the following financial instruments: AEBBEEATERMIA:

As at 31 December

R+=—A=+—H
2025 2024
—E_REF —EpuE
RMB’000 RMB'000
ARETT AREETIT
Assets at amortized cost REBERRYIRNEE
Trade and note receivables (Note 21) S REWGIE R KRR
(M¥EE21) 58,101 24,208
Other receivables excluding non-financial ~ H i fEUFUE (TN EIEIEE R
assets (Note 22) BE)(KI3E22) 37,910 24,398
Cash and cash equivalents (Note 24) Re MRS EY (MiE24) 154,766 65,213
Time deposits (Note 24) EHATF R (M 5E 24) 10,000 =
260,777 113,819
Liabilities at amortized cost BREHERTTENERS
Trade and note payables (Note 27) B 5 M FOA & W E K
(MF5E27) 29,554 3,991
Other payables excluding non-financial HAERFIE (T EEESR
liabilities (Note 28) a1&)(MEE28) 66,006 53,074
Borrowings (Note 29) &k (Ff1EE29) 283,245 138,647
Lease liabilities (Note 14) HEaBEPE14) - 807
Other liabilities (Note 31) EmaE(HE31) 60,543 58,102
439,348 254,621
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For the year ended 31 December 2025 H#E - -HF+-F=+—HILtFE

21 TRADE AND NOTE RECEIVABLES 21 ESRRBEREKREZEE

As at 31 December

R+=—A=+—AH
2025 2024
—E-REF —EO4F
RMB’000 RMB’000
AR¥T ARBT T
Trade receivables B 5 W RIE
— related to provision of gold mine — B TREEEEMEIER
hazardous waste treatment services BHE 21,555 23,356
— related to sales of products from the — HHEMEE R EMNT
reprocessing of pyrite concentrate EmA
and sulfuric acid 6,474 914
— related to sales of magnesium fertiliser ~ — EEEHEEEER 7,789 =
Note receivables (Note 29) FEW = (FI5E29) 22,464 =
Less: provision for impairment B RE R (181) (62)
58,101 24,208
(a) Ageing analysis of the trade receivables (a) EZEWFIERER D
The trade receivables mainly represent receivable relating BORKRFIBEXEEERESES
to provision of gold mine hazardous waste treatment EEY) B I AR 5 A8 E A PR U R IE ©
services. The credit terms grant to customers are generally ETEPHEEHRBET R30£60
from 30 to 60 days. He
As at 31 December 2025 and 2024, the ageing analysis of RZE-_AFR-_ZFT_WMF+=A
the trade receivables based on the invoice date is as =+—H ZREZAHITNES
follows: FEMGRIBERER DA T -
As at 31 December
R+=—A=+—H
2025 2024
—E_RE —EPOFE
RMB’000 RMB’000
AR¥T T ARBT T
1-90 days 1£290H 18,103 8,394
91-180 days 912180 H 7,464 11,258
181-270 days 1812270 H 7,119 4,618
271-360 days 2712360 H 3,132 -
35,818 24,270
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For the year ended 31 December 2025 HE-T - FF+-A=+—HBILtFE

21 TRADE AND NOTE RECEIVABLES (Continued)
(b)

Impairment of the trade receivables

The Group applies the simplified approach to provide for
expected credit loss which was a lifetime expected loss
allowance for all trade receivables and retention
receivables as prescribed by IFRS 9. Details of the expected
loss rates based on the payment profile of sales are set
out in Note 3.1 b (ii).

The movements in provision for impairment of trade
receivables were as follows:

(b)

i

21 ESEWREREKRERE (8)

B2 EWRERE

AEBERABOIRAREES
18 RIZEER B R & E R FR R
T SLPT A B 5 U IR K e MR
HemsAeMENEREE R
BIHENTIB R ENFAEYER
KT FRMFE3 b (i)

BHREGIERERBESHIT

As at 31 December
R+=—HA=+—H
2025 2024
—EPF
RMB’000
ARETIT

—E-HE
RMB’000
ARET T

As at 1 January Rn—H—H 62 417
Loss allowance recognised/(reversed) FARERER

in profit or loss during the year (D) MBS 119 (355)
As at 31 December Wt-—A=+—H 181 62

The carrying amounts of trade and note receivables
approximated their fair values as at the balance sheet
dates and were dominated in RMB.
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For the year ended 31 December 2025 H#E - -HF+-F=+—HILtFE

22 OTHER RECEIVABLES AND PREPAYMENTS 22 HEWFEERENRIE

As at 31 December

R+=—A=+—AH

2025 2024

—E_RE —E_pF

RMB’000 RMB’000

AR¥T ARBT T

Loan to a third party (a) ME=HER@Q) 28,468 =

Prepayments for purchase of raw materials, R FHEEETEN FKIAE - B#AK

transportation cost and other expenses A REAMFHE 8,990 28,287

Value-added tax receivables (BT FE R IE 6,291 22,348
Deposits with financial institutions under BEMRELH TR SRS

finance lease arrangements (Note 29) & (H5E29) 6,870 3,570

Deposits for bidding and performance KERBORES 500 2,600
Other receivable in relation to trading of BBV R E 58 R Aty

mineral materials FEWFRIE - 14,770

Others HAh 2,072 3,458

53,191 75,033

The carrying amounts of other receivables approximated their HEEWZFENREEERERNEERE

fair values as at the balance sheet dates and were dominated in *BEHNATERE WAARESE

RMB.

(@) Asat 31 December 2025, loan to a third party amounting (@) 20259128318 M F = Fiet
to RMB28,468,000 bears the interest rate of 0.38% per REFRE A ARY28,468,0007T -
month and was subsequently repaid on February 2026. A% 50.38% + W 12026F2 5 &

=,
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For the year ended 31 December 2025 HE-T - FF+-A=+—HBILtFE

23 FINANCIAL ASSETS AT FAIR VALUE THROUGH
OTHER COMPREHENSIVE INCOME

BAFEFARMEEARENE
MEE

As at 31 December
R+=—HA=+—H

2025 2024
—EPOF

—E_REF
RMB’000 RMB’000

ARBT ARETT

Debt investments at FVOCI RAFEFAHMEEKEDN

BERE
Current assets — bank acceptance notes  RENEE — RITE R EIE
At 1 January m—A—AH 5,687 3,342
Additions B 179,073 85,673
Disposals i (160,887) (83,328)
As at year end RER 23,873 5,687

The Group's financial assets at FVOCI comprised bank
acceptance notes, where the contractual cash flows are solely
principal and the objective of the Group’s business model is
achieved both by collecting contractual cash flows and selling
financial assets. Bank acceptance notes are classified as current
assets due to short maturity.

On disposal of financial assets at FVOCI, any related balance
within the FVOCI reserve is reclassified to profit or loss.

AEBEZAFEFARMEALEZNS
MEERERITALER EaHBER
T2AABAAKEBBEIANR
ERMHEEHEEMBT N EDEK
BANBR RRTALZENIHER
HOBRRBEE-

HEZSFRAFEFALMBEE KRN
CREER BATEAARMEZEYE
EEARNEARAEEREN P BERMD -
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For the year ended 31 December 2025 H#E - -HF+-F=+—HILtFE

24 CASH AND CASH EQUIVALENTS 24 BERBEEEEY

As at 31 December

R+=—A=+—AH
2025 2024
—E-REF —EO4F
RMB’000 RMB’000
ARET T ARBT T
Cash on hand and at banks FEBR S MBITER 164,766 65,213
Less: Time deposits (a) B EHIER (a) (10,000) =
Cash and cash equivalents R KB EEY 154,766 65,213
(@) Time deposits as at December 31, 2025 were bank (@) RZE-_AF+_A=1+—BHE
deposits with original maturities of one year. The effective H\ERR R AR A —FHRIT
interest rate for the time deposits was 0.95% per annum. FR-ZEEHREFERNERFERN X
/0.95% o
As at 31 December 2025 and 2024, the cash and bank balances RZE_ AR -_MF+ A
were denominated in the following currencies: =+—H RERBITHEBKATINE RS
& :
As at 31 December
R+=—A=+—H
2025 2024
—E-RE —EpUE
RMB’000 RMB‘000
AR%T ARETTT
RMB AR 37,135 59,855
HKD BT 127,631 5,358
164,766 65,213
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For the year ended 31 December 2025 HE-T - FF+-A=+—HBILtFE

25 SHARE CAPITAL AND SHARE PREMIUM 25 BARRGRE

Number of shares Nominal value

RGHE HE
HK$
BT
Authorised: EE
As at 1 January 2024 til RZZE-_WE—-—HF—RAZE
31 December 2024 and 2025 —TECNER-E-_RF
+=-—A=+—H 200,000,000,000 2,000,000,000

Number of Share Share
shares capital premium Total

BRHHA B B E #st
RMB’000 RMB’000 RMB’'000
ARBTT ARBTT ARETE

Issued: BT
As at 1 January 2024 til R-ZE-pEF
31 December 2024 and 2025 —H—B=
—EER
—FE-RF
+=—A=+—8H 1,000,000,000 8,208 517,965 526,173

140 HONGCHENG ENVIRONMENTAL TECHNOLOGY COMPANY LIMITED * ANNUAL REPORT 2025



." NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
y (W o o B IS B P B

For the year ended 31 December 2025 H#E - -HF+-F=+—HILtFE

26 OTHER RESERVES 26 Hibf#kE

Statutory
Capital surplus  Translation
reserve reserve reserve Total

BXfE LERRERE BERE T
RMB'000 RMB'000 RMB'000 RMB'000
ARBTT ARETT AR®TT ARBTRL

As at 1 January 2024 R-ZE-Wm&E—HF—H (315,639) 15,091 1,429 (299,119)
Profit appropriation to statutory 3 |82 & % E
reserves - - - -
Currency translation differences ~ SMN&RE =5 - = (309) (309)
As at 31 December 2024 R-ZE-_NE
—A=+—H (315,639) 15,091 1,120 (299,428)
As at 1 January 2025 R-ZE-H1%—A—H (315,639) 15,091 1,120 (299,428)
Profit appropriation to statutory & FIE B R A EREE
reserves - - - -
Currency translation differences YN HE =5 - - 758 758
As at 31 December 2025 R-Z-HF
+=BA=+—H (315,639) 15,091 1,878 (298,670)
(a) Capital reserve (a) EXREE
Capital reserve represents the aggregate paid-in capital of BARRBERBEARAGR T -—
the subsidiaries acquired, offset by investment costs in FLEMEABKRENBARTNES
subsidiaries of the Company, pursuant to the BARBEE AR RQERNE R R
reorganization for the listing of the Company in year B KA 5 o
2021.
(b) Statutory surplus reserves (b) ZEERERREE
Pursuant to the relevant laws and regulations in the PRC, RIFF EAEBER AR AR T
the Company’s subsidiaries in the PRC shall make R B I Y B B A R ZE HE P BA AR
appropriations from after-tax profit to non-distributable B AR ESSETN S EMR
reserve funds as determined by the boards of directors of BERMNIBETA DIKFEEES

the relevant PRC subsidiaries.
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For the year ended 31 December 2025 HE-T - FF+-A=+—HBILtFE

26 OTHER RESERVES (Continued)

(b) Statutory surplus reserves (Continued)

In accordance with the relevant laws and regulations in
the PRC and Articles of Association of the PRC subsidiaries
of the Group, they are required to appropriate 10% of the
annual statutory net profits of the PRC subsidiaries, after
offsetting any prior years' losses as determined under the
PRC accounting standards, to the statutory reserves fund
before distributing the net profit. When the balance of
the statutory reserves fund reaches 50% of the registered
capital of the PRC subsidiaries, any further appropriation
is at the discretion of shareholders. The statutory reserves
fund can be used to offset prior years losses, if any, and
may be converted into share capital by issuing new shares
to shareholders in proportion to their existing
shareholding, provided that the remaining balance of the
statutory reserves fund after such issue is not less than
25% of registered capital.

27 TRADE AND NOTE PAYABLES

26

27

i

Hib & ()

(b)

EEBRMEE (B

BEPEERERRER UEAR
EEF B ARZAMEIZ4HE]
IR B A R B A F R
ST ERETENEMAEERE VA
FEDRGER 270 B EFEETEL
FE10% D EEEATHEES -E
FEREESHERERPRNE
N AT E AR 8950% B - (T {a] 3 —
FHBRAREBBRE KT M
HEEeTARKERTFENERE
(nA) KA EBARAN 555
1% B% SR IR A5 A9 AR AE Lb {9 1) A% SR BE AT
TR EEEREBEESRBEBET
BEHBRETIBSIREMEALAD
25% o

BEZRNREREMNRE

As at 31 December
Rt+t=B=+—8
2025 2024
—EUF
RMB’000
ARETTT

—E-HE
RMB’000
ARET T

Trade payables B S ENFIE

— related to transportation costs — ELE A AN AR R 3,959 1,220

— related to raw materials — BEH AR 5,595 2,771

Note payables ANES 20,000 =
29,554 3,991
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For the year ended 31 December 2025 H#E - -HF+-F=+—HILtFE

27 TRADE PAYABLES AND NOTE PAYABLES

The ageing analysis of trade payables based on the invoice date

is as follows:

27

BEZRARERESRE (50)

BRI A E 5N S EE R T
T :

As at 31 December

R+=—HA=+-—H
2025 2024
—E_RE —E U
RMB’000 RMB’000
AR® T ARETT
1-30 days 1230H 6,488 1,794
31-60 days 312 60H 1,950 658
61-90 days 61290H 494 178
91-180 days 91£180H 362 967
Over 180 days #8180 H 260 394
9,554 3,991

The carrying amounts of trade and note payables approximated
their fair values as at the balance sheet dates and were

dominated in RMB.

28 OTHER PAYABLES AND ACCRUALS

28

.5 8 3008 2 B 1 5 ) 5 SR
WAESERABHATEMLE LRA
R¥HHA-

Htt BN RERESE A

As at 31 December
R+-=—HA=+-—H

2025 2024

—E-HE
RMB’000
AR¥ T

—EJOF
RMB’000
ARETIT

Payables for purchase of property, plant and & E %% « BE MR EER

equipment FIE 44,140 31,451
Other taxes payable E A pER TR IR 15,387 16,606
Amounts due to related parties (Note 35(c)) F& < Ba B 75 5138 (Bt 7F 35(c)) 12,635 2,458
Employee benefits payables 1B Bt F e 5018 6,908 5,632
Others Hh 9,231 19,165
Total st 88,301 75,312

The carrying amounts of other payables and accruals
approximated their fair values as at the balance sheet dates and

were denominated in RMB.

HMENRAREFERANERERL
REEREBEXRBHNQFERE LUA
R#HE-
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For the year ended 31 December 2025 HE-T - FF+-A=+—HBILtFE

29 BORROWINGS

144

29 fER

i

As at 31 December

R+=-—A=+—H
2025 2024

— T P4
RMB’000

ARETT

—E-AF
RMB’000
ARMT T

Non-current: ERE :
Long term bank borrowings, secured and ~ EHISRITER - AEERE
guaranteed (a) 1R (a) 71,350 26,600
Borrowing under finance lease BLEME L HEIE B (b)
arrangement (b) 124,630 37,247
Less: Current portion of long-term bank B RERTTEENERE 5
borrowings, secured and guaranteed BHEMRBER (4,300) (200)
Current portion of borrowings under BEMHELHIE MER
finance lease arrangement K BN ERER > (73,891) (29,847)
Total non-current borrowings JEMENERAERE 117,789 33,800
Current: mE
Short term bank borrowings, secured and S HISRITHEF - AHEA R
guaranteed BER 64,801 59,800
Current portion of long-term bank REAIRITE KBNS S - HIK
borrowings, secured and guaranteed (a) B ER Q) 4,300 200
Current portion of borrowings under BEME L HEIE T E KA BN ER
finance lease arrangement (b) B9 (b) 73,891 29,847
Other borrowings — discounted note Hib e — MBRER B
receivables with recourse (c) BHIR 22K (0) 22,464
Other borrowings — liabilities under Hitnfg sk — MR E <
supplier finance arrangement (d) TH MR & & (d) - 15,000
Total current borrowings MENE FR4ARE 165,456 104,847
Total borrowings HBIER 283,245 138,647
(@  The Group's long-term and short-term bank borrowings as (@ RZBE-_AF+-_A=+—H'XK
at 31 December 2025 were secured by the pledge of the SEMNRBAREHRITERALDH
Group's land use rights (Note 14), property, plant and NEBA T FERE (ME14) -9
equipment (Note 15) and investment properties (Note 16). ¥ BEREE(HE15) UAREE
As at 31 December 2025, the Group's long-term W (HF16)EER- R -H
borrowings of RMB28,395,000 (2024: 49,800,000) were F+-_A=+—HB AEEHNEH
guaranteed by the Controlling Shareholder. B AR %28,395,0007T (= F =Y
4F : 49,800,0007T ) E 1% % A% 3R 42
ERo
For the year ended 31 December 2025, the weighted HE-_Z_AF+_A=+—H1t
average effective interest rate of the bank borrowings was FE - RITEBERONEFLHERSF
3.17% (2024: 3.25%) per annum. MZEAE3I17% (ZZ =@ F:
3.25%) °
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For the year ended 31 December 2025 H{Z =T - AF+-A=+—HLFE

29 BORROWINGS (Continued)

(b) The Group’s long-term borrowings under finance lease
arrangement as at 31 December 2025 were secured by
the pledge of the Group’s land use rights (Note 14),
property, plant and equipment (Note 15), and supported
by guarantees provided by the Group’s subsidiary and the
Controlling Shareholder.

For the years ended 31 December 2025, borrowings
under finance lease arrangement bore effective interest at
rate ranging from 5.26% to 7.51% (2024: from 4.64% to
9.30%) per annum.

(0 As at 31 December 2025, other borrowings of
RMB22,464,000 were discounted note receivables with
recourse from certain banks with lower credit rating.

(d) As at 31 December 2024, other borrowings — liabilities
under supplier finance arrangement of RMB15,000,000
were guaranteed by a PRC subsidiary of the Group.

On 30 August 2024, the Group entered into a supplier finance
arrangement with a bank in the PRC. Under the arrangement,
the bank issued entrusted notes for the Group to settle its
suppliers. The terms and conditions of the Group's obligation to
pay its suppliers remained unchanged except that the due date
of settlement of payables extended from the original 0-30 days
to 31-365 days after the invoice date as a result of the supplier
finance arrangement.

The Group applies IFRS 9's derecognition requirements when
assessing whether and when to derecognise the trade and other
payable. The Group derecognises trade and other payables and
recognises a new financial liability.

=+ —+
29 fBFR (&)

by RZE-—HAF+-_A=+—H' &
SERMEHEEZHETNRAER
LAEE 8 K £2 @ )+ b {3 P A (B E
14) % B R&E (MEE15) 4
R WAHANEBAKE AR RIE
A& % SRR E S 5 ©

BE_Z-_AF+-_A=+—81
FE BREBELHETHERER
FEFERNF526% £7.51% (ZZF
ZE N F4.64% E9.30% ) °

© RZE-_AF+-—A=+—H0'%
2 A A R#22,464,0007T B H i 5
HARBTEEFARERITE
TR BRI EIRANI -

(d RZZE-—mEF+-—A=+—H0'&
% &5 A R #15,000,0007T By £ &
K — HEMMELHIENEE A
AEE KT BHMBERFER-

RZZEZWNFENAR=+TH KEEEHAEH
—MRTRI L A EERE LB RE
ZRY ZRTETEARBHRAEER
HE R 3R o AR B A H R 3 E
BRI S R M A& - MRS R AR
BEINMBERMEERE LB B RXK
MBEEAHROEIELEREERA SR
31%2365H -

AEBEMNEES ALK EEREN
B RN B At FE A SRR - R AR B R B A
HFERNFRANR L ERBRTE - N EE K
IFFERE B M E BN KR - R — 1R
MemAafEe
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-0 ﬁ;‘:.
29 fEFR (&)

A E R
AEER-F-HER-FT-MF
A= T -BOERZBUAAR
WA

29 BORROWINGS (Continued)

(e)  Other information: (e)
The Group’s borrowings as at 31 December 2025 and
2024 were all dominated in RMB.

RR AN B RN B E B B &S -
BHEEAEEEERBERAHNA
FEEE

The carrying amounts of the Group’s current borrowings
approximated their fair values as at the balance sheet
dates due to their short term maturity.

F AN &= (B 3F B HA 48 SRUA | 2 7 =R
AECAMAFEATER BERK

The carrying amounts of the Group’s non-current
borrowings approximated their fair values as at the

balance sheet dates as they were carried at fixed interest HESREEBGEXRAHNQFEMN
rates and the discounting impact was not material. ae
The Group’s borrowings as at 31 December 2025 and AEBR-_ZE-_AFR-FT_MF

TZA=1T—BWNEBRERUATH
AEE:

2024 were repayable as follows:

Other borrowings and
liabilities under finance
lease arrangement

Bank borrowings

MEHERETH
RATRE HitfERR AR

2025 2024 2025 2024
“BCHE —TIWE ZEBE-RE T OF
RMB’'000 RMB'000 RMB'000 RMB'000
ARETT ARBTT ARETT ARETR
Within 1 year 18R 69,101 60,000 96,355 44,846
Between 1 and 2 years 1224 4,300 26,400 50,739 7,401
Between 2 and 5 years 2ESF 62,750 - - -
136,151 86,400 147,094 52,247

ANEEE TERZ RN IEREL -
ZENBEARBNBARMNAEE
BELERTBBEIO%N KR_Z
—AF+=-A=+—8" MWE
AMBEEEL R BI6%N (ZF

The Group has certain borrowings subject to restrictive
covenants, which stipulate that the debt-to-asset ratio of
a subsidiary of the Company should not exceed 70%. As
at 31 December 2025, the subsidiary’s debt-to-asset ratio
stands at 46% (2024: 41%), indicating a strong financial

146

position with sufficient solvency. Given this favorable ratio, ZPF:41%) BN HEH B EMRRR
the Group is fully capable of repaying these borrowings - EEe N T - ERILB ML
within 12 months after the reporting date. In accordance Z - AEETE2HERNNRERD

with IAS1 (@amendment), these borrowings are classified as
non-current liabilities amounted to RMB67,050,000 (2024
RMB26,400,000) and current portion of non-current
liabilities amounted to RMB4,300,000 (2024:
RMB200,000) in the financial statements.

{£:+_1IH NEEBZSER m*
BB et B 15 (BT R) -
$1ﬁ REMEHRE T D 4;57%3&,,.@
B & AR%67,050,0007T (—ZE =Y
£ AR ¥26,400,0007T) & 3ERE
BEMRE I D ARY4,300,0007T
(ZZE=Zm4 : ARM200,0007T) °
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For the year ended 31 December 2025 H#E - -HF+-F=+—HILtFE

30 DEFERRED INCOME TAX 30 EZLEFREB
Deferred income taxes are calculated in full on temporary BEMSMIEBEEIREREZEEHE
differences under the liability method using the tax rates at B WHRATREHEEBRSERERA B
which are expected to be applied at the time of reversal of the RORIEMSHEERBEITOT

temporary differences. The analysis of deferred income tax
assets and liabilities are as follows:

(a) Deferred income tax assets (a) EEMEHREE

As at 31 December

W+=HA=+—H
2025 2024
—E_RE —EPOF
RMB’000 RMB'000
ARET AREFIT
The balance comprises temporary ERRBEEN T SIEEGR
differences attributable to: TRiEER
Deductible income tax loss AR ET S R B 18 410 1,439
Unrealised profits — intercompany sales &#RE5| — AREFE
of inventories HE 1,550 1,554
Provision and other temporary difference & & E ith £ 5 = 48 2,300 3,090
Total deferred tax assets RERIRE EER 4,260 6,083
Net-off with deferred tax liabilities BRIERLIE & F 8 (2,145) (1,933)
Net deferred tax assets IR IEE )RR 2,115 4,150

As at 31 December

W+=HA=+—H
2025 2024
—E_RE —E PO
RMB’000 RMB’000
AR%T AREET T
Deferred income tax assets BEFMSMEE
— to be recovered after 12 months — B 128 A& E 2,110 3,872
— to be recovered within 12 months — #1218 ARk E 2,150 2,211

4,260 6,083
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For the year ended 31 December 2025 HE-T - FF+-A=+—HBILtFE

30 DEFERRED INCOME TAX (Continued) 30
(a) Deferred income tax assets (Continued)

Deferred income tax assets are recognised for tax losses
carried forward to the extent that the realisation of the
related tax benefit through the future taxable profits is
possible.

The cumulative tax losses for which no deferred income
tax assets have been recognized, including those with
expiry dates and those without expiry dates, of the Group
are as follows:

EEFTEH (8)
(a) ELEFTBBEE (&)

EIEFTIS LA 2 Ty 3L Al BB R K R
ARPE N B2 EARYREEERLT
RENRIABRER -

AEBUVERERECMSHEEN
R HEEE (BEEBRERE
WE )R

As at 31 December
R+=—HA=+—H
2025 2024

—E-HE —EUF
RMB'000 RMB’000

AR®T ARETT

Year of expiration — PRC subsidiaries JEmEE — BB AR

— 2028 — B )N\&F 200 200
— 2029 — T A 897 897
— 2030 — —E=FF 862 =
No expiry date — HK subsidiary EfEm BB — BAEMNE

NG 13,728 11,494
Total FEE 15,687 12,591

The tax losses incurred by subsidiaries in Hong Kong that
are not likely to generate taxable income in the
foreseeable future, which can be carried forward
perpetually.

B AR (R FER KRR KA B
EERERBBEA) EREBEA K
ARBENTIER R -

148 HONGCHENG ENVIRONMENTAL TECHNOLOGY COMPANY LIMITED * ANNUAL REPORT 2025



." NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
y (W o o B IS B P B

For the year ended 31 December 2025 H#E - -HF+-F=+—HILtFE

30 DEFERRED INCOME TAX (Continued) 30 EIEREH (&)
(b) Deferred income tax liabilities (b) EEERBHRERE

As at 31 December

R+=A=+—8H
2025 2024
—E-RE —E e
RMB’000 RMB’000
ARET T ARBT T
The balance comprises temporary ERBEEN T SIEEGR
differences attributable to: TR tER
Accelerated depreciation of property, M - WE REEEEITE
plant and equipment (9,378) (6,103)
Accrued withholding tax JEETTEIOFL (1,800) (1,800)
Right-of-use assets EREEE - (197)
Total deferred tax liabilities RERIE B EER (11,178) (8,100)
Net off with deferred tax assets EBRIRGER IR & E R 5 2,145 1,933
Net deferred tax liabilities BT IE B & F5 (9,033) (6,167)
Deferred income taxes are calculated in full on temporary BEFMGBREZEAEEIHERERES
differences under the liability method using the tax rates HerE UHRASREZEBOETE
at which are expected to be applied at the time of reversal HEANME-REMESHAED
of the temporary differences. The analysis of deferred T

income tax liabilities is as follows:

As at 31 December

R+=A=+-—H
2025 2024
—E-RE —ZE - POEFE
RMB’000 RMB'000
ARET T AREFIT

Deferred income tax liabilities BEFTSTAE

— to be settled after 12 months —BRNEAREHE (10,117) (7,491)
— to be settled within 12 months —BR1NEARLEHE (1,061) (609)
(11,178) (8,100)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS ‘.Tf.:.
.‘MP!A 0

31 OTHER LIABILITIES 31 HEaE

As at 31 December

Rt+t=RA=+—8
2025 2024
—E_RF —EpOE
RMB’'000 RMB’000
AR® T ARET T
Deferred income — asset related RIEW A — B E AR
government grants (a) BT 3 B (a)
— Non-current portion — JERNERER & 13,102 3,498
Warehouse lease arrangements (b) BEMREZH(b)
(i) Advances from lessee (i) A A B K
— Current portion — BIEgEE > 9,558 9,558
— Non-current portion — JERNERER 18,025 27,583
27,583 37,141
(ii) Payables to LZ Assets (ii) FEA 38 B EFE
Non-current JEENER
— First warehouse —F—HEE 27,347 26,245
— Second warehouse —E_RAE 33,196 31,857
60,543 58,102
Advances to gold-bearing roasted HeBERTLRERR - 17,500
cyanide tailings
Total HET 101,228 116,241
Presented on the statement of R BRAKRESN R
financial position as:
Other liabilities — current portion HthE & — BEHES 9,558 27,058
Other liabilities — non-current portion Hitv B E — FERIEAE» 91,670 89,183
101,228 116,241
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For the year ended 31 December 2025 H{Z =T - AF+-A=+—HLFE

31 OTHER LIABILITIES (Continued)

(a)

(b)

Deferred income — asset related government
grants

These mainly represent asset related government grants
received from certain municipal government of the PRC as
an encouragement for the Group's construction of
production sulphuric acid, sulfamic acid, magnesium
sulfate and iron powder.

Warehouse lease arrangements

In October and December 2018, HC Mining entered into
two gold mine hazardous waste storage warehouse lease
agreements with LZ Assets, a state-owned enterprise, for
the storage of cyanide tailings hazardous waste. Pursuant
to the lease agreements, LZ Assets advanced RMB72
million in the fourth quarter of 2018 and RMB88 million
in the first half year of 2019, totalling RMB160 million, to
HC Mining for leases of two warehouses at an annual
rental of RMB3.6 million from 1 November 2018 for the
first warehouse, and RMB4.4 million from 1 January 2019
for the second warehouse, totalling RMB8 million per
annum (inclusive of value added tax on rental income), for
a twenty years term.

Pursuant to the lease agreements, (i) the minimum term
of the lease period shall be five years from the respective
lease commencement dates, unless the cyanide tailings
hazardous waste in the warehouses is put for tender for
detoxing treatment during the five year term, and in the
event that HC Mining won the tender, the lease term
would terminate and the future treatment fee would then
be deducted from the remaining amount of the advanced
payments made by LZ Assets, after deduction of rental
income up to the date of termination; (ii) from the sixth
year, either LZ Assets or HC Mining has the right to
terminate the lease arrangement by paying an amount
equivalent to one year rental, being RMB8 million, as
compensation to the other party, and HC Mining will be
required to repay the remaining balance of the advances
to LZ Assets within three years, being 20% for the first
year, 30% for the second year and the remaining
repayment in the third year, from the receipt of the notice
of termination of the lease agreements.

31 Htt&E (&)

(a)

(b)

EEWA — REEMEBHBRA
B

ZEMB T BN EE T HERA
U BR & 72 4 B8 DR T 8 B - DA SRR
AEBEEZRME [EBRR N
Beak R M R EEAR

EEEEZRH

RZEBE—NF+AR+ZA B%
BEEEEDERMNEEF LMD
cEEEEMREMREHE AR
GRIEEBEEEY - REHER
FORMNEERZ-ZE—N\FENZF
ERZZF—NFL¥F 5B RBE
BEDNARENAETLRARE
88EEIL AT ARKIC0OEE T
BREEmEAE F—MEEN
Heh—_T—N\F+— B
FHRAREIEE L RE_MA
BNt _ZT-hE—HA—Bit
FOEHARBIABE T ATE
FARBSEE L (BEASKRARN
BER) A= +F-

BREBEEEHZ (VHBZ EAH
hF - BEEMBELFAR B R
BRIEERFHAN BEEANRLE
BEERYHLETRSERE
= BRBARERZ  HBESE
BE i AR 2R R IR B H 18 i 1 HOMN
BEFLNRRHAE (HKREER
IEEHMES W AR) B HRE (i)
BENFR FKINEENIRAESE
BREKLEEERZE HEARESTX
FHEER—FHHEL BDARKSH
B {EARE MIBEAEEEER
Wal EHEHEBNE=FA-
%a@m%%%ﬁMﬁF BN &
B20% - FE —F A30% NE=FE
E%Tﬁﬁ
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For the year ended 31 December 2025 HZ =T -AF+-A=1+—HILFE

31

152

OTHER LIABILITIES (Continued)

(b) Warehouse lease arrangements (Continued)

At inception of the lease arrangement in 2018, the Group
considered there is a likelihood that LZ Assets would
exercise the right to terminate the lease agreements upon
the expiry of the five years committed lease term by
December 2023, by then the Group would have an
obligation to pay back LZ Assets the remaining balances
of the advanced payments from LZ Assets, being in total
RMB112 million, representing the total advances of
RMB160 million less five years’ rental income of RMB40
million and compensation of RMB8 million. Accordingly,
on initial recognition of the two warehouse lease
arrangements in October and December 2018, the Group
recorded “Other liabilities — payables to LZ Assets” of
RMB84.2 million, being the present value by discounting
the obligations to pay back LZ Assets by December 2023
of RMB112 million by instalments as mentioned above.
The discount rate applied in deriving the present value of
the amounts payable to LZ Assets was the market rate
available to the Group for similar financial instruments,
which is 4.65% per annum.

In November 2023, the lease agreements were modified
to extend the committed and non-cancellable lease term
for another five years after the expiry of the first five-year
lease term in October and December 2023, with other
terms of the original agreements remain unchanged. The
Group accounted for the leases as a five year lease
contract at inception of the lease in 2018, and extended it
to another five years based on the modified contract
terms. According to the revised lease term, the Group
applied the same accounting treatment as the first five
years lease term. The discount rate applied in deriving the
present value of the amounts payable to LZ Assets was
the market rate available to the Group for similar financial
instruments, which is 4.2%. The Group recognised rental
income of RMB9,558,000 (2024: RMB9,558,000) for the
year ended 31 December 2025, and the resultant payable
to LZ Assets amounted to RMB60,543,000 (2024:
RMB58,102,000) as at 31 December 2025.

Interest expenses from other liabilities — payables to LZ
Assets are recognised using the aforementioned discount
rate. The amount of interest expenses relating to the two
warehouse lease arrangements during the years ended 31
December 2025 and 2024 were RMB2,441,000 and
RMB2,340,000, respectively.

-®
AMIA/i\

H&E (50
(b) REHEEZH (&)

R N\FHEZHRHBERE &
EERARNEER=-2Z=_=F
- AR AEAEAEEmE
BRRETER LB ERROES
ERAEEREETRRMEEEE
RNEENBRBBEATARE
1128870 &R E%E A RE160
BELTRERAFHEKRAARKL
BEThEEE ARKESHEE T A
- R—ZFBE-—NF+AE+ZAHW
FTHEAMBRERELTHER A&
Btk [HaBE — BAERMNEE
| ARBBA2H &L BT IR RN
—E-=F+ AR Lt Eim
KINEEEEARBKINEELHY
EENBE-FEREMIEMEER
HRIRERMEBNEIRE SRS
EREUES R T AR ESHTSA
R BEF465% °

R-ZE—=F+—H HEHB=RD
T R—_E-_=F+AK+=
PEEREFHEBEMRE BEHER
TR REESRBERRAF  MEH
EEEAMARRE R TR AEE R
—E-NFHEARBEEEAR
NAERAFHESL WRELEER
EHBRFBEEBLERRAF - BEL
BRI AEERAEERFHE
HAERMNSEE A -stEEM
N E ERTENIRERATERAREL
REAAEEREUSHR T ANE
BHMBRER B42% -HE-ZT
“RAE+-A=+—BLFE K
&= B ERME 2 WA A RME9,558,000
T (ZZF /M 4F : AR®9,558000
o) MR —ZE-_REt+=_A=1+—
B ALEMENEENREASA
R #60,543,0007 (ZZE —MF : A
R #58,102,0007T) °

REHMEE — BAHEMNEERK
TE /) F) B 5 S T (5 A it B 3R R R
R-BE_TE_RAFR_ZT_F
+T-A=Zt+—HLEE EMEA
EREZEERNF SR SED
Rl A ARE2, 441,000 & A R ¥
2,340,0007T
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For the year ended 31 December 2025 H#E - -HF+-F=+—HILtFE

32 CASH FLOW INFORMATION 32 REREEH
(a) Cash generated from operations (a) REFBHRSE

Year ended 31 December

BE+-—A=+—HLEE

2025 2024
—E_RE —E e
RMB’000 RMB’000
ARET T ARBT T
Profit before income tax B PSR A& 109,995 73,244
Adjustments for AT SIBMEL TR
— Amortisation of right-of-use assets ~ — {& A& A # 5
(Note 14) (MH5E14) 1,703 1,900
— Depreciation of property, plantand ~ — 72 « = LR ETE
equipment (Note 15) (M47E15) 29,300 27,227
— Depreciation of investment properties — #&& ¥ ¥ E (M5 16)
(Note 16) 4,386 4,386
— Amortisation of intangible assets —mE A ESE(ME17)
(Note 17) 36 8
— Loss on disposal of property, plant — HEME - BE REE
and equipment and right-of-use REAEEERE
assets (Note 7) (FzE7) 2,437 521
— Provision/(reversal) of impairment on ~ — & @& ERE (Bs#E ),
financial assets (Note 21) e (faE21) 119 (355)
— Finance costs — net (Note 10) — BEXARN — F5
(HM¥zE10) 5,577 5,544
— Amortisation of asset related — B E BB 46 B 5
government grants (396) (462)
Changes in working capital: LEESED
— Inventories — 78 8,928 12,790
— Contract liabilities —E&HakE (11,453) 9,559
— Advances from lessee — AT AR (9,558) (9,558)
— Trade and other payables — B S NEMENFRIE (6,604) 20,756
— Trade and other receivables and — B 5 R HAmEWRFRIE
prepayments A K FE A~ FRE (42,030) (27,225)
Cash generated from operating activities #&&/EEFT5H ¢ 92,440 118,335
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For the year ended 31 December 2025 HE-T - FF+-A=+—HBILtFE

32 CASH FLOW INFORMATION (Continued) 32 B REER (&)
(b) Proceeds from disposal of properties, plant and (b) HEVE BERREREME
equipment and other assets EFENRIE

Year ended 31 December
BE+-A=1t—RHILEE
2025 2024

—E_RF —E PO
RMB’000 RMB’000
AR¥T T ARETT

Net book value of property, plant and Y% - B RS ERE S E

equipment (Note 15) (PfFEE15) 3,146 1,163
Net book value of right-of-use assets and # FIEEEKHEEEN

lease liabilities REVFE (38) =
Losses on disposal of property, plantand HE¥E « BE MR EEIE

equipment (Note 7) (FizE7) (2,475) (521)
Gain on disposal of right-of-use assets & F & &= K W

(Note 7) (BtEE 7) 38 -
Decrease/(increase) in other receivables — E th UK IE 2>/ (3&N) 12 (12)
Proceeds from the disposal &S RIE 683 630
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For the year ended 31 December 2025 H#E - -HF+-F=+—HILtFE

32 CASH FLOW INFORMATION (Continued) 32 REREEH (B
(c) Reconciliation of liabilities arising from () METHFELEEYHE

financing activities

Amount due
Lease tothe  Payable to
Borrowings liabilities Shareholders LZ Assets Total

B AN

g% HERR  BRRE  KERHE act
RMB'O00  RMB'000  RMB000  RMB'000  RMB'000
ARBTE  ARBTT AREBTT ARBTT AREBTR

Total debt as at 1 January 2024 R=-Z-Mf

—A-BeER 117,179 - 1,879 55,762 174,820
Cashflows: Rene :
— Inflow from financing activities — BREEBHA 83,800 1,183 18,710 - 103,693
— Qutflow from financing activities — BY&EEN 7 (77,331) (420) (18,131) = (95,882)
Other changes: Ein g
— Other borrowing of liabilities ~ — ERREZHT
under supplier finance MEM B BEER)
arrangement (i) 15,000 - - - 15,000
— Interest expense —FBHX 4,820 44 = 2,340 7,204
— Interest payment (presented as ~ — F 8 (2515
operating cash flows) BEBERE) (4.821) = = = 4,821
Total debt as at 31 December ~R=ZB=ME+=A
2024 =t-HMBER 138,647 807 2,458 58,102 200,014
Cashflows: Heme
— Inflow from financing activities — B EEENRA 261,150 - 49,998 - 311,148
— Outflow from financing activities — BR& & H (139,017) (822) (39,821) - (179,660)
— Inflow from discounting —BREREERA
note receivables 22,464 - - - 22,464
Other changes: Hit %
— Interest expense —MERX 5,900 15 - 2,44 8,357
— Interest payment (presented as ~ — A B (2515
operating cash flows) BERSRE) (5,899) - - - (5.900)
Total debt as at 31 December WR=-Z=-HF+=A
2025 ST-BNRER 283,245 - 12,635 60,543 356,423
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For the year ended 31 December 2025 HE-T - FF+-A=+—HBILtFE

32 CASH FLOW INFORMATION (Continued)

(c) Reconciliation of liabilities arising from
financing activities (Continued)
(i) Non-cash transaction

During the year ended 31 December 2024,
financing cash flows under a supplier finance
arrangement include proceeds received under a
supplier finance arrangement of RMB15,000,000 in
terms of bank acceptance notes.

33 CONTINGENCIES

As at 31 December 2025 and 2024, the Group did not have
material contingent liabilities.

34 CAPITAL COMMITMENTS

32

33

34

REREEHR (8
(0 MEFBRELESEYHR(E)

(i) HE£2XEZ
HE_Z-_M&F+=-_A=+—
BIEFE HEFMRELTHET
HRERSREEEREMR
JERERE ZHENRIT AR E
BUWBOAmEREARE
15,000,0007T, ©

HAREIE
RZE-_RAFR-_FT-_NF+=A
—t—H AEBETESERKAEE-
BAREE

As at 31 December
Rt+t=A=+—8
2025 2024

—E_RF —EpOE
RMB’000 RMB'000

Contracted but not recognised as liabilities B ET41EARERBEE

ARBT ARETT

— Commitments for construction and —RBERKBYE BER
acquisition of property, plant and RAEE R
equipment 18,896 47,371
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For the year ended 31 December 2025 H#E - -HF+-F=+—HILtFE

35 RELATED PARTY TRANSACTIONS

Parties are considered to be related if one party has the ability,
directly or indirectly, to control the other party or exercise
significant influence over the other party in making financial
and operating decisions. Parties are also considered to be
related if they are subject to common control, common
significant influence or joint control.

The Controlling Shareholder, members of key management and
their close family members of the Group are also considered as
related parties. In the opinion of the Directors, the related party
transactions were carried out in normal course of business and
at terms negotiated between the Group and the respective
related parties.

(@) Related parties of the Group

The following companies are related parties of the
Company that had significant balances and/or transactions

35 BEARS

BN BRNERIEEESNS T %
EELEBEREERRRE 5 — 77 %E
EAFE RSB WX HKRAE
B HKRABAZENRBAES] BZT
TRAS 576 Rt

AEBZERRR FTEEEABREER
REXREBTESEE T BEERS BB
ARHDR—BREBBIETRERAKE
EL5 BARR R T RE R RO (GRS TT ©

() AKEBABS

AT RBEI AR EGLEMREAR
ABERERR/ RRXHH AR

with the Company as at/or during the Track Record Period. RAE T o
Name of related parties Relationship
BEE A8 BA&
Mr. Liu Zeming (2)28%) The Controlling Shareholder, Chairman and executive director
2NEEREE R - ERFRPITES
China United Cement Yantai Co., Ltd. Controlled by the Controlling Shareholder

(EEFRIEKEBRAR])

BEFBIRERAR AR R

Shandong Overseas Chinese Businessmen Controlled by the Controlling Shareholder (i)

Double Creation Industrial Park Co., Ltd.
(LREEEREXRBRAR)

IWRBEEHEAEXERRAA PRI AR SR (i)

Laizhou Pinglei Blasting Engineering Service  Controlled by the Controlling Shareholder
Co. Ltd. AR R

Laizhou Xipeng Hotel Management Co., Ltd. Controlled by the Controlling Shareholder
(FEMTHEREEERARQA) 2 AR AR R A
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For the year ended 31 December 2025 HE-T - FF+-A=+—HBILtFE

35 RELATED PARTY TRANSACTIONS (Continued) 35 BEEAXRE (&)
(a) Related parties of the Group (Continued) () AKEBEHS (&)
(i)  Shandong Overseas Chinese Businessmen Double ) WEEHELAEXERERA
Creation Industrial Park Co., Ltd. ceased to be AEZZE-_MFENLANUKRDN
related party of the Company since September BARNE B
2024.
Save as disclosed elsewhere in these consolidated BRbF 4R G B 75w < E b 3
financial statements, the Group had the following DREBEEIN NREBR =T
transactions and balances with its related parties at/ “ERFERSEMEREE S
or during the year 2025. AT 5 R #t#
(b) Transactions with related parties (b) BEELIRS

Year ended 31 December

BE+-A=1+—-HLEE

2025 2024
—E_RF —EpuE
RMB’000 RMB’000
AR® T AR®ETT
Purchases of goods and services i B o MR
— Laizhou Xipeng Hotel Management — — Z&/N i1 % BEE 5 B 32
Co., Ltd. BRAE 89 -
— China United Cement Yantai — BEFBKEER
Co., Ltd. NG - 971
— Shandong overseas Chinese — IR EEEREER
businessmen double creation BRAF]
Industrial Park Co., Ltd. - 289
89 1,260
Increase in amounts due to the JE {-F 422 % B BR SR IR N
Controlling Shareholder 45,098 18,710
Increase in amounts due to the JE A~ FE5E AR AR SRR IEAE 1
non-controlling shareholders 4,900 -
Payment by related parties on behalf of B8 5 X AN &= B~ 3%
the Group
— the Controlling Shareholder — PERRARER 243 130
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‘.‘TT.“ NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
- A‘E&Mﬂh-

35 RELATED PARTY TRANSACTIONS (Continued) 35 BEEAERS (&)
(c) Balances with related parties (c) BAEEA#eR

As at 31 December
R+=A=+-—H
2025 2024

—E_RE —EPOF
RMB’000 RMB'000
AR®T T AREFIT

() Amounts due to related parties: (i) JEfTEFHE 5 50H :

Non-trade FEZ
Amount due to the Controlling FE T B A SR SR TE
Shareholder 7,735 2,458
Amount due to the Non- FEASTIEFERR AR SR 5K IE
Controlling Shareholders 4,900 -
12,635 2,458
The amounts due from and due to related parties as at 31 RZBE-_RAF+=_A=+—H &
December 2025 were unsecured, non-interest bearing and e X FE A B B 5 SRIB B EIRR - &
repayable on demand. B RAREREE-
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For the year ended 31 December 2025 HE-T - FF+-A=+—HBILtFE

35 RELATED PARTY TRANSACTIONS (Continued)

(d) Guarantees

(d)

As at 31 December 2025, the Group's long-term
borrowings of RMB28,395,000 (31 December 2024:
RMB49,800,000) were guaranteed by the Controlling
Shareholder. The Group’s borrowing under finance lease
arrangement of RMB124,630,000 (31 December 2024:
RMB37,247,000) was guaranteed by the Controlling
Shareholder pursuant to the guarantee agreement
between the individual and the financial institution.
Further details are set out in Note 29.

(e) (e)

Key management compensation

Key management includes directors (executive and non-
executive) and executive officers. The compensation paid
or payable to key management for employee services is as
follows:

|
i

35 AR (&)

BR

RZE-_AF+=-_A=+—HB'&
S E R K BE A RE28,395,000
T(ZEZmWFEF+=A=+—H: A
R #49,800,0007T ) FA #% A% A% B it
BER-E—FTFBHAMFE29 - R
—E-AF+-A=+—H &%
ERmEHETETHERARE
124,630,0007C (ZE = WF += A
=+—H8: AR¥37,247,0007C) i
70 {5 A% BRAR 45 (B A ER < g i 2
WERBEERER-E—PFE
BKTEE29 °

TEEEEHMN
TEEEERRES (MITMIEHR
TIREBAB ENHENEIEE

EEMREERGEEFHMMOT

Year ended 31 December

BEt-A=1T-HLEE

2025 2024
—E-ARF —ETPOF
RMB’000 RMB'000
AR®T T ARETFIT
Salaries and bonus e RIEAT 3,054 3,229
Other benefits E A 593 525
3,647 3,754
Salaries and bonus disclosed above include RMB265,000 TR ENET S NIEABIERFR

(31 December 2024: RMB258,000) which were unpaid as
at year end. Other benefits disclosed above include
RMB52,000 (31 December 2024: RMB43,000) which were
unpaid as at year end.

160

im R A ) A R #5265,0000T (= F
—HHF+ZA=+—H:ARE
258,0007T ) ° _E it 3% 55 &9 E 4th 1@ 7
BREREFEAEBAIANARE
52,000t (Z 2§+ = A
=+—H: AR#¥43,0007T) °
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For the year ended 31 December 2025 H#E - -HF+-F=+—HILtFE

36 EVENTS OCCURING AFTER THE BALANCE SHEET

DATE

(@) Acquisition of Laizhou Jinxing Chemical
Industry Co.,Ltd.

(i)

Summary of acquisition

Pursuant to the agreement that Shandong Jinjia, Mr.
Sheng Yunti and Mrs. Sheng Wenfeng entered into
on 26 January 2026, Shandong Jinjia purchased
100% shares of Laizhou Jinxing Chemical Industry
Co., Ltd. (“Jinxing Chemical”) with total
consideration of RMB71,170,000, which were paid
on 14 February 2026.

Jinxing Chemical is currently focusing on the
construction of the production facilities for the
production of chemical products including sulphuric
acid, sulfamic acid and magnesium sulfate. The
principal assets of Jinxing Chemical comprise: (i)
land use rights of a parcel of industrial land located
in Yinhai Chemical Industrial Park, Laizhou city,
Shandong province, the PRC, with a total gross site
area of approximately 175,155.81 sq.m with the
expiry date of June 2072; (ii) properties under
construction, including factory premises, buildings
and warehouses with a current building area of
approximately 125,064.63 sg.m; and (iii) other
infrastructure, production lines and machineries.

Details of the purchase consideration, the net assets
acquired and goodwill are as follows:

36 “ERRBENSEIR

(a) WEEMEFLCIHEREER

=

(i)

WiEHE

BELREeE BREBLER
BYIELZETR T - NF—
AZ+/NBFIZMHE LR
EEUREBERLREARE
71,170,0007T Y 8 2 M & B4
ITEREELA [€E{ET])
e RE BEREER S
EoRNF_ATMBXfT

SEETREITERBRE
ERk fEBRBMGRES
tIEGMEERE @21t
ITHEFEBEEERE: )VURF
BlILEAFRMMEELTE
& K — 8 T % F i /9 £t {5
B bt mEBEY
175,155.81F /5K Bk EiE
—EEFRA)ERY
¥ BERE BEFRAE
A A 49125,064.63F
T oK R (i) E A ERE R M - £
B RS

Y B AT - PO B B 7
BrEEmT

RMB’000
PN

BENRE
ERHRE (i)

Purchase consideration

Cash paid (ii) 71,170
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For the year ended 31 December 2025 HE-T - FF+-A=+—HBILtFE

36 EVENTS OCCURING AFTER THE BALANCE SHEET 36 #EH#R4ENEE(48)
DATE (Continued)

(a) Acquisition of Laizhou Jinxing Chemical (a) WEBHEMNESHEILIBREETD
Industry Co.,Ltd. (Continued) 7 (8)
(i)  Summary of acquisition (Continued) () WHEHE(E)
The assets and liabilities recognised as a result of the RRWEMRRNE E R
acquisition are as follows: BEMT:
Fair value
AEE
RMB’000
ARETT
Cash and cash equivalents ReERBFSEEY 225
Other receivables H At FEUFRIE 8,893
Inventory FE 1,863
Property, plant and equipment M - WE R 156,557
Right-of-use assets FEREEE 53,978
Total Assets EEMAE 221,516
Short term borrowings REER 10,000
Trade and other payables FERTE 5 5/ I8 I B Ath FE - 5/ IB 102,014
Long term borrowings REAEK 34,850
Total Liabilities BEAR 146,864
Net identifiable assets acquired FriiBE Hy A] 3 BI B EEHRE 74,652
Less: negative goodwill D= (3,482)
Net assets acquired T iR /)& B F RE 71,170
(i)  Purchase consideration — cash outflow (i) BEARE —BLuH
RMB’000
ARETT
Consideration paid in cash AR & AR E 71,170
Less: cash and cash equivalent balances acquired & : FTUKEERIR & RIB &
EEMEER (225)
Net outflow of cash — investing activities WeFNE — 8B5S 70,945
Save as disclosed above, there are no other material MR ECRT#BEE AN A A A
subsequent events undertaken by the Company or AEBR_ZT=_RAF+=A
by the Group after 31 December 2025. T+ HETEEMELRSE
I8 o
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37 SUBSIDIARIES

Company name

Directly hold:

EERR:

Hongcheng International
Investment Limited
("HC International")
ERERRE AR AT

BEBRRERRAR
(e&ER])

Indirectly hold:

BEEE

Hongkong Hongcheng
Environmental Protection
Development Group Co., Ltd.
("HC Hong Kong")
BRBARRAEEEAR
Rl

BEBRRRAEREARAT
(H#EE])

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Date of
incorporation

L A 5

30 March 2020

-“E-Ff

—R ==

=A=tH

16 April 2020

-“E-Ff

—R ==

MA+7<H

e ISR R M

For the year ended 31 December 2025 H#E - -HF+-F=+—HILtFE

Country/Place of

incorporation, legal
status and the place
of principle activity

SULALEV
B R
REIEEHHY

BVI

REABRES

Hong Kong, limited
liability company

&R BRAT

37 WEBAF

Subscribed
Capital
Contribution at
31 December
2024

it

=
-Hr

Z
A

#

_'_

3 11
—+ m§ —+
g |
=t m

—+
Jn
|
m

)

1%

USD6,000,000

6,000,0003%7C

Effective interest
held as at

31 December  Principal activities

Mt=B=t+-H
FstERREE FTEH
2025 2024
ZECIE CZToME

100% 100%  Investment holding
REER
100% 100%  Investment holding

RERR

2025 F 4R « BABRRHIER AT 163



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS -0
N L e olA| |.._

For the year ended 31 December 2025 HE-T - FF+-A=+—HBILtFE

37 SUBSIDIARIES (Continued) 37 MBAT (&)

Subscribed
Country/Place of Capital
incorporation, legal ~ Contribution at Effective interest
Date of status and the place 31 December held as at
Company name incorporation of principle activity 2024 31December  Principal activities

R-B-mE
ERRLER +=B=+-H
e EERE HRMHEER BWt=A=+-H
SR A REZFHHEY tZA=t-H FrENERER ITE
2025 2024
“ECHE CEONF

Indirectly hold: (Continued)
MERE: (8)

Shandong Jinjia Environmental 8 June 2020 PRC, limited liability ~ USD60,000,000 100% 100%  Production of sulfuric acid,
Co., Ltd. ("Shandong Jinjia“) company etc.
WREERRERAA

WREBRRERAA Sk 25 e BRAH 60,000,000 7T EERBRE
(MuREE)) ~ANR

Shandong Hongcheng Mining 28 April 2011 PRC, limited liability ~ RMB30,000,000 100% 100%  Provision of gold mine
(Group) Co. Ltd. ("HC Mining”) company hazardous waste treatment
W EARES (SB)ARAR services and recycling gold

mine hazardous waste into
resources with economic
value for sale.

WREHEER (RB)ERAR  —E——% HEl - ARAR ARE RULSBAZENRERY
(MeEmEX)) MA=t/\A 30,000,0007C REkeBREENAR

EEBENERAGHE -

Shandong Hongcheng Resources 1 January 2019 PRC, limited liability ~ RMB10,000,000 100% 100%  Provision of metal waste

Comprehensive Utilization Co., company processing services,
Ltd. ("HC Resources”) processing and sales of
R EHE R AFIRARAR iron powder, building
materials, metal products,
etc.
WREAERGSNAERAR —Z-NF HE - ERAR ARHE REECEEMMIRE -
(MeRER]) -A-H 10,000,000 MIRAEES - 2eif-

HEERS -

Shandong Jinjia Fertilizer Co., Ltd 10 January 2024 PRC, limited liability ~ RMB17,260,000 51% 51%  Production of fertilizers

LWREEEEERAA company
WREEREERAA o 112 HEl - BRAR ARE FEEH
—At8 17,260,000 7C
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For the year ended 31 December 2025 H#E - -HF+-F=+—HILtFE

‘.‘TT.“ NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
- AX&“&-

38 STATEMENT OF FINANCIAL POSITION AND 38 AXARMBRARRFEES
RESERVE MOVEMENTS OF THE COMPANY
(a) Statement of financial position of the Company (a) EATHBARRE

As at 31 December

R+=A=+-—H
2025 2024
—E-RE —EPOE
RMB’000 RMB'000
ARET T AREFIT
ASSETS EE
Non-current assets FRBEE
Investments in subsidiaries KRB AR ZI%E 345,858 345,858
345,858 345,858
Current assets REBEE
Amounts due from subsidiaries NN/ S 166,301 166,963
Cash and cash equivalents ReE KA EEY 1 21
166,302 166,984
Total assets EEHE 512,160 512,842
EQUITY fE=
Share capital [N 8,208 8,208
Share premium &% B 38(b) 517,965 517,965
Other reserves H b 38(b) 1,354 1,287
Accumulated losses 25 B8 (24,406) (23,710)
Total equity R 503,121 503,750
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For the year ended 31 December 2025 HE-T - FF+-A=+—HBILtFE

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS ‘.Tf.:.
.‘MP!A 0

38 THE STATEMENT OF FINANCIAL POSITION AND 38 A FAHMBMRRAERRFEEEE

RESERVE MOVEMENTS OF THE COMPANY (%)
(Continued)
(a) The statement of financial position of the (a) AQTHBARRE ()

Company (Continued)

As at 31 December
R+=A=+—H
2025 2024

—E_RF —E PO
RMB’000 RMB'000
AR®ET T ARETIT

LIABILITIES =R
Current liabilities mEAE
Other payables and accruals H A T RIE R E AT
R 38 34
Amount due to the Controlling FE R A R R TE
Shareholder 1,357 1,414
Amounts due to subsidiaries AN EPNGIE R 7,644 7,644
9,039 9,092
Total liabilities BEAR 9,039 9,092
Total equity and liabilities EEREBEAE 512,160 512,842
The statement of financial position of the Company was RABHBRARERZTZAF
approved by the board of directors of the Company on 31 —A=t—HEAQRAEFTSH A
March 2026 and was signed on its behalf. WHIATREREE -
Mr. Liu Zeming Mr. Zhan Yirong
BB hE Bogrs
Chairman Director
FE EE
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For the year ended 31 December 2025 H#E - -HF+-F=+—HILtFE

‘.‘TT.“ NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
- AX&“&-

38 THE STATEMENT OF FINANCIAL POSITION AND 38 ZAARHMBMRAERREEEE

RESERVE MOVEMENTS OF THE COMPANY (%)
(Continued)
(b) Reserve movements of the Company (b) AATREEEH

Share Translation

premium reserve Total

B3 = (8 BRERE st

RMB’000 RMB‘000 RMB‘000

ARETT ARETT ARETET

At 1 January 2024 R-B-_E—-—HF—H 517,965 1,345 519,310

Currency translation differences  4MNEE IR & =58 = (58) (58)
At 31 December 2024 R=-ZB-DF

+=BA=+—H 517,965 1,287 519,252

At 1 January 2025 R-EBE-_HFE—H—H 517,965 1,287 519,252

Currency translation differences  HNES#a%E =58 - 67 67
At 31 December 2025 R=Z-HF

+=BA=+—H 517,965 1,354 519,319
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For the year ended 31 December 2025 HE-T - FF+-A=+—HBILtFE

39 BENEFITS AND INTERESTS OF DIRECTORS 390 EEREANRES

(a) Remuneration of directors

The remuneration of each director of the Company paid/
payable by the Group for the years ended 31 December
2025 and 2024 are set out as follows:

(a) EEM<E
AEEBREE T _AFE_-_ZFT
—WHE+-A=+—HIEEER
/PN AR B S E B 8 3 B 5I &

PN
Basic Other
salaries Pensions benefits Total
Name of Directors HEXEFE BEES H A EF st
RMB’000 RMB’000 RMB’000 RMB’000
AREBTT ARETrT AR¥TrT AR%¥Tx
Year ended BE-Z-8fF
31 December 2025 +=A=+—8H
IEFEE
Executive directors HITEE
Mr. Liu Bt 379 43 45 467
Mr. Zhan Yirong B REE 296 43 45 384
Mr. Sheng Haiyan BRIgREE 369 43 45 457
Independent non- BUHHITESE
executive directors
Mr. Lau Chung Wai gkt 130 - - 130
Mr. Zhang Shijun RAERAE 108 - - 108
Ms. Liu Ye e L+ 108 - - 108
1,390 129 135 1,654
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For the year ended 31 December 2025 H#E - -HF+-F=+—HILtFE

‘.‘TT.“ NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
- AX&“&-

39 BENEFITS AND INTERESTS OF 39 EEREMNRER (H)
DIRECTORS(Continued)
(a) Remuneration of directors (Continued) () EEM£ (B

Basic Other
salaries Pensions benefits Total
Name of Directors AR FH & BEd H i F 4act

RMB’000 RMB’000 RMB’000 RMB’000
AREBETIT ARETT ARBTE ARBTET

Year ended BE-Z-_NF

31 December 2024 +=H=+—8

LLFE

Executive directors HITEFE
Mr. Liu 21%4 436 42 47 525
Mr. Zhan Yirong B/ R 376 42 46 464
Mr. Sheng Haiyan BB A 513 42 46 601
Independent non- BUHHITEE

executive directors
Mr. Lau Chung Wai BlfpaE %t 133 = = 133
Mr. Zhang Shijun SRR E LA 111 - - 111
Ms. Liu Ye Bz + 111 - - 111

1,680 126 139 1,945
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BB ERRME oA
39 EEEARER (8)

For the year ended 31 December 2025 HZ =T -AF+-A=1+—HILFE

39 BENEFITS AND INTERESTS OF DIRECTORS
(Continued)

(b) E=WHMER

(b) Directors’ other benefits

170

There were no retirement benefits paid to or receivable by
any Directors in respect of their other services in
connection with the management of the affairs of the
Company or its subsidiaries undertakings during the years
ended 31 December 2025 and 2024.

There were no termination benefits paid to or receivable
by any Director during the years ended 31 December
2025 and 2024.

No payment was made to the former employer of
Directors for making available the services of them as a
Director of the Company during the years ended 31
December 2025 and 2024.

Other than those disclosed in Note 35(b), there were no
loans, quasi-loans and other dealings entered into
between the Group and the directors and in favour of the
directors during the years ended 31 December 2025 and
2024.

Other than those as disclosed in Note 35, there were no
significant transactions, arrangements and contracts in
relation to the Group’s business to which the Company
was a party and in which a director of the Company had a
material interest, whether directly or indirectly, subsisted
at the end of the year or at any time during the years
ended 31 December 2025 and 2024.

REBEE T _AFR_ZT _NF
+ZA=+—BHILFE BELH
BFEERARRSEMBRREHEH
IR HE f E th AR 7 i 2 2 A5 ok e Uk
RIREF)

RBE_Z_RAFR_ZT_MF
T-A=T-HLFE BERE
A1 % S s E U RO BE AR 7

RBEE-_E_RAFER_ZT_NF
+ZA=+—BHLEFE BEFHIN
ARREEEMREREMENE
EREENKIE

B Bf 7E35(b )Pﬂ)ﬁﬁ'ﬁ%ﬁl\ REE
E_RERZFEMF = H
Eq= Htif’$%@ﬁ§$z
WMEJ¢M§$EX = ARIE K -
ﬁgﬁ%\&ﬁﬁﬂ

PR M E3SAT I EE &N RERIR
BE_ZT_AFAR-_FT_MOFt+=
A=t —BLEFELAERH HE
EMEREEXBERBN XA A
SERARNRESERAMEES
ERERSNEARS THREL-
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For the year ended 31 December 2025 H{Z =T - AF+-A=+—HLFE

40 SUMMARY OF OTHER ACCOUNTING POLICIES

40.1 Principles of consolidation

(a)

Subsidiaries

Subsidiaries are all entities (including structured
entities) over which the Group has control. The
Group controls an entity when the Group 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. Subsidiaries are fully consolidated from the
date on which control is transferred to the Group.
They are deconsolidated from the date that control
ceases.

When the Group ceases to have control, any
retained interest in the entity is re-measured to its
fair value at the date when control is lost, with the
change in carrying amount recognised in profit or
loss. The fair value is the initial carrying amount for
the purposes of subsequently accounting for the
retained interest as an associate, joint venture or
financial asset. In addition, any amounts previously
recognised in other comprehensive income in
respect of that entity are accounted for as if the
Group has directly disposed of the related assets or
liabilities. It means the amounts previously
recognised in other comprehensive income are
reclassified to profit or loss or transferred to another
category of equity as specified/permitted by
applicable IFRSs.

Intercompany transactions, balances and unrealised
gains on transactions between group companies are
eliminated. Unrealised losses are also eliminated
unless the transaction provides evidence of an
impairment of the transferred asset. Accounting
policies of subsidiaries are consistent with the
policies adopted by the Group.

40 HMtE5BERBE
401 mEANEREH

(@)

2025 F 3R « BARREHEBERA A

o) A

B8 A B A AN A R
ROFMEER (BREELE
B -EXAKERSEERE
M AYE EIS H A& [ 3R ey
R\B 2k F A A & m AR -
VEENBEEHEBOE
NYBZZ LW B RRE
SEEZEHNZER-MBARRN
EHEEBREAKEE B L
EEAA AR LR ERL
IFEBRTEAHH-

HASENEREREZEE &
REZERNEMREERR
EHRNKREEHRERNAF
BEEHFTE MKEEZSA
K18 P HERR o SLE IR ARRS
FBE QR A2 QAT R
BEMNREEEMS AFE
VR EREE - O SERTR
HtpeHkaAERRZE
BERNTIANBRADN
SECERLEEREER
BENTAAR - SR EEK
ERATEHE b 2 H s
ANEBEREFORERER
BREEARBERMHEREE
A58 A FT S — TR R
Bl o

REBARAENR S &R
MARZEROR Z Wk T AL
e RERBIBTTHIE R
X HEEAEREER
BT BIER - M B D
B W& AT R B A R B R
MR — 2K
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40 SUMMARY OF OTHER ACCOUNTING POLICIES 40 HMESstBEHE (&)

(Continued)

40.2 B X B % |k

40.2 Separate financial statements

172

Investments in subsidiaries are accounted for at cost less
impairment. Cost includes direct attributable costs of
investment. The results of subsidiaries are accounted for
by the Company on the basis of dividend received and
receivable.

Impairment testing of the investments in subsidiaries is
required upon receiving a dividend from these investments
if the dividend exceeds the total comprehensive income of
the subsidiary in the period the dividend is declared or if
the carrying amount of the investment in the separate
financial statements exceeds the carrying amount in the
consolidated financial statements of the investee’s net
assets including goodwill. Investments in subsidiaries are
also assessed for impairment and written down to their
recoverable amounts in accordance with note 37 (a).

40.3 Segment reporting

Operating segments are reported in a manner consistent
with the internal reporting provided to the chief operating
decision maker. The chief operating decision maker of the
Company assesses the financial performance and position
of the Group, and makes strategic decisions. The chief
operating decision maker of the Group consists of the
executive directors and the chief financial officer.

40.4 Foreign currency translation

(i)  Functional and presentation currency

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”). The
consolidated financial statements are presented in
Renminbi (“RMB"), which is the Group and the
Company'’s presentation currency. The Company’s
functional currency is Hong Kong dollar.

40.3

RHTE A R IR E R AR ET
RN ABEERBIERERAE I
BARKEERARFIZD KRR
YR BABR

fidf B B R L Y B 2 B B R AR A
B 2 T W 25 AR B - S N B B TS
RPREMREERD GRS W% HR
R TREUREERE(BRERA
B)MREE AR AZFRER
BRRERHZEMNBRARANKEL
TTRER R - R B AR IRE T
AR IR P 5E37(a) 7T RUE RT 1 e OB
EEAIRE G-

DEWRE

REDBOBENAERNERLE
RRERBEOAE RE T — B
ARBEERERREFGAEHE
T T R IR e AR I A SR BORTE o
AEETERERREBRBATE
ENEFEMBE -

40.4 HhEEIAE

() WEREZEIEE

AARKESERUBRE
MAEBRERCEMETE
RBERENER ([ThEEE%])
FFE-RAMBMRUAARE
(TARBD 2% ERAEH
RARBNZINEE - KNAF]
I EE REIT
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For the year ended 31 December 2025 H{Z =T - AF+-A=+—HLFE

40 SUMMARY OF OTHER ACCOUNTING POLICIES
(Continued)

40.4 Foreign currency translation (Continued)

(i)

Transactions and balances

Foreign currency transactions are translated into the
functional currency using the exchange rates at the
dates of the transactions or valuation where items
are re-measured. Foreign exchange gains and losses
resulting from the settlement of such transactions
and from the translation at year-end exchange rates
of monetary assets and liabilities denominated in
foreign currencies are recognized in the consolidated
statement of comprehensive income.

Non-monetary items that are measured at fair value
in a foreign currency are translated using the
exchange rates at the date when the fair value was
determined. Translation differences on assets and
liabilities carried at fair value are reported as part of
the fair value gain or loss. For example, translation
differences on non-monetary assets and liabilities
such as equities held at fair value through profit or
loss are recognised in profit or loss as part of the fair
value gain or loss and translation differences on
non-monetary assets such as equity instrument
measured at fair value through other comprehensive
income (FVOCI) are recognised in other
comprehensive income. The Group does not have
non-monetary items measured at fair value in a
foreign currency as at 31 December 2025 and 2024.

40 HMETBERBE (8)

40.4 MR E (&)

(ii)

2025 F 3R « BARREHEBERA A

REREE

SINERFRERXHHMEE (HE
MABEE)AHANEXRKE
RNEER ABEZERS
MEARFHEERBEIAINE
AAENEREEREBEME
ERIMNEW S RBEBRRES
PHKRSERPHER

BANFEFEL AIEE
MIEEEHEBEFEREER
FEEAMNEXRBRE - EZATF
BIEMEERABERES
HERALTFEREXEE
B — 205 o Bl I E B
ENREE (EAFEF AR
ER D) WREEENER
NERBAFEKZEREE
W—3 o MIEEEEEE
(iR A FEF AR 42K
H(BRAFEFAEMEE
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40 SUMMARY OF OTHER ACCOUNTING POLICIES 40 HMESstBEHE (&)
(Continued)

40.4 VIR (1)
(iii) Group companies (i) EFHL A

40.4 Foreign currency translation (Continued)

174

The results and financial position of foreign
operations (none of which has the currency of a
hyperinflationary economy) that have a functional
currency different from the presentation currency
are translated into the presentation currency as
follows:

Assets and liabilities for each statement of financial
position presented are translated at the closing rate
at the date of that statement of financial position;

Income and expenses for each statement of profit or
loss and statement of comprehensive income are
translated at average exchange rates (unless this is
not a reasonable approximation of the cumulative
effect of the rates prevailing on the transaction
dates, in which case income and expenses are
translated at the dates of the transactions);

All resulting exchange differences are recognised in
other comprehensive income.

HONGCHENG ENVIRONMENTAL TECHNOLOGY COMPANY LIMITED « ANNUAL REPORT 2025

DeEEHEZIEE TR
BINEE (ERRARERE
IR SBH B ) VR B KB
BRABRERZIEH &
BT

FENNSBRMBERRNEZE
ERAEDERZ Y HRR
REH WRERBE

EEBGMEEREROK
A X7 15 12 B8 S 19 [ &
B BELFHEXRREAE
WRRERXHHZEXRRAE
KORBEEE AREBXHA
ZEXBE N FERAMFR :

MEEENELZFEINE
i 22 T M o AR o



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e M RAR MR

For the year ended 31 December 2025 H{Z =T - AF+-A=+—HLFE

o.
TA&M&.

40 SUMMARY OF OTHER ACCOUNTING POLICIES 40 HME5HERE (%)
(Continued)

405 REYE

40.5 Investment properties

Investment properties, principally comprising buildings,
are held for long-term rental yields or for capital
appreciation or both, and that are not occupied by the
Group. Investment properties are initially recognised at
cost and subsequently carried at cost less accumulated
depreciation and accumulated impairment losses.
Depreciation is calculated using a straight-line method to
allocate the depreciable amounts over the estimated
useful lives. The residual values and useful lives of
investment properties are reviewed, and adjusted as
appropriate, at each date of the consolidated statement
of financial position. The effects of any revision are
included in the income statement when the changes arise.
The gain or loss on disposal of investment property is
calculated as the difference between the net disposal
proceeds and the carrying amount at the date of disposal.

Investment properties are depreciated over the estimated
useful lives of 30 years.

40.6 Intangible assets

Software

Acquired computer software licences are capitalised on
the basis of the costs incurred to acquire and bring the
specific software into usage. These costs are amortised
using the straight-line method over their estimated useful
lives of 6 years, which is estimated by the Group based on
the expected technical obsolescence and innovations and
the useful life of similar computer software estimated by
comparable companies in the market. Costs associated
with maintaining computer software programmes are
recognised as expense as incurred.

REMETZHEFTAR FEAR
ESRBHSKELIFERSERIEE
S ME G FRLIFHAEEG
A - R BEMEMBIRAATER  H1R
VARG AN B 25 Rt I 8 R RETRE B
BIR-FERAERE BRHME
RADEEFEF A ERFERAE
REMENRSKEERAIERFH
ER ARG M BN RE B HETT
B URNBERETAB BELE
Sl EM 7 & RN E LA E HIFT
ABFER - HEREMEMEED
BaahEMBREFEERER
ZEMEREEMERNER-

18 0 2 0 f 51T 52 PR 4F ER304E 7
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40.6 BV EE

B

BANEHMEFRIERBARES
EERHREMEENKRARTE
Ko ZFEUANRBERAEECFN
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40 SUMMARY OF OTHER ACCOUNTING POLICIES 40 HMESstBEHE (&)
(Continued)

40.7 EREE

40.7 Financial assets

176

(i) Classification (i) ##E

The Group classifies its financial assets in the AEEZEATHENEE/ME

following categories: EETOE:

e those to be measured subsequently at fair e HERAFE(GIAH
value (either through other comprehensive e MU ER kst ATB2E)
income, or through profit or loss), and FrEMSREE: R

e those to be measured at amortised cost. s REHKAHENESRE

BE-

The classification depends on the Group's business ZOEBRRAEEERE®

model for managing the financial assets and the MEEMNEBEARBEESR

contractual terms of the cash flows. EMNAKIER-

For assets measured at fair value, gains and losses REATFEFENEEMS

will either be recorded in profit or loss or other Hiism R EERERSHAM

comprehensive income. For investments in equity 2HE TR - ZR W FEFFE
instruments that are not held for trading, this will BEEME=TERE  BIER
depend on whether the Group has made an RAEEB TR P HERE

irrevocable election at the time of initial recognition TR BB B R AR E

to account for the equity investment at fair value BRAFEFAEME2E K

through other comprehensive income (FVOCI). (MR AFEE A E b 2 W

@] ABRe

The Group reclassifies debt investments when and EHEEEEZREEENE

only when its business model for managing those BEABER ANEBFEN

assets changes. DEEFIRE -
(i) Recognition and derecognition (i) ERRARLEZ
Regular way purchases and sales of financial assets LERARBEARLEN S

are recognised on trade-date, the date on which the
Group commits to purchase or sell the asset.
Financial assets are derecognised when the rights to
receive cash flows from the financial assets have
expired or have been transferred and the Group has
transferred substantially all the risks and rewards of
ownership.
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(Continued)

HMSrBREE (8)

40.7 TRMEE (&)
(iii) 32

40.7 Financial assets (Continued)

(iii) Measurement

At initial recognition, the Group measures a financial
asset at its fair value plus, in the case of a financial
asset not at fair value through profit or loss (FVTPL),
transaction costs that are directly attributable to the
acquisition of the financial asset. Transaction costs
of financial assets carried at fair value through profit
or loss are expensed in profit or loss.

Financial assets with embedded derivatives are
considered in their entity when determining whether

et ER AEEHZSRE
ERMRFEMN (WL IFRAF
Bt ARz ([RAFEFA
BRlNEREE) BERREB
REREERBORI HKAGT
E-BAVEFARENSH
BENIHUANIER

BETReRERTMARRX
RS RS &R ADT

their cash flows are solely payment of principal and STENSREEERESR
interest. ERE
Debt instruments EF LA

Subsequent measurement of debt instruments
depends on the Group’s business model for
managing the asset and the cash flow characteristics
of the asset. The Group classifies its debt
instruments as:

° Amortised cost: Assets that are held for

B TAHKAEIORNALE
BEEZEENEHRA L
BENHREZRERHB -AEE
REBTAD BATER:

e UNUEHAAFE -HRN

collection of contractual cash flows where RENKEREHER SR
those cash flows represent solely payments of ENEE WREHNH
principal and interest are measured at TREBEERKXREEAEM

amortised cost. Interest income from these
financial assets is included in finance income
using the effective interest rate method. Any

MBI AZEE
PABESHPK R GT B - % F
T A EN N B WA

gain or loss arising on derecognition is ERFEEFTE A
recognised directly in profit or loss and B RS UL o 4% 1 T R
presented in other gains/(losses), together EENRmEsEBEEEE

with foreign exchange gains and losses.
Impairment losses are presented as separate

AR WHEE XK
s MER—RREER

line item in profit or loss of the consolidated fib Mz (E518) F o/
statements of comprehensive income. EBEBEELAEENIER
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40 SUMMARY OF OTHER ACCOUNTING POLICIES 40 HMESstBEHE (&)
(Continued)

40.7 EREE (8)

(iii) Measurement (Continued) (i) &2 (&)

40.7 Financial assets (Continued)

178

Debt instruments (Continued)

FVOCI: Assets that are held for collection of
contractual cash flows and for selling the
financial assets, where the assets’ cash flows
represent solely payments of principal and
interest, are measured at FVOCI. Movements
in the carrying amount are taken through
other comprehensive income, except for the
recognition of impairment gains or losses,
interest revenue and foreign exchange gains
and losses which are recognised in profit or
loss. When the financial asset is derecognised,
the cumulative gain or loss previously
recognised in other comprehensive income is
reclassified from equity to profit or loss and
recognised in “other gains/(losses) — net”.
Interest income from these financial assets is
included in finance income using the effective

BEEIA (&)

BAVEAAEMER
Wa BREBEAS
FAEMEBRADEESR
ERHENSREE "
MRZEENRESRE
ERREARSMA B
X RIZEERDSE
REBEAFEAAEME
T Y a8 o BR OB (E MR 2R 3
B8 A B s A & B
R M B EE AR
S BREE BV 2 B at A
Hpzmam- 8 <R
BERIERIAR 2/
ARARMEEKEANR
AHRE BRI RERE
DRERGT AR [H

interest rate method. Foreign exchange gains fib e 25 (E5 18 ) JF 58 )
and losses are presented in “other gains/ NER - ZEEREE

(losses) — net” and impairment losses are
presented as a separate line item in profit or
loss of the consolidated statements of
comprehensive income.

FVTPL: Assets that do not meet the criteria for

B A B UL A A B BN
ERTE  REAM BN
EHWKEMEBEENE
ez, (B R) F &)
TR REBEER
EENABESEERH
Yoas K H) 18 25 1 3R o

BAFEFARRE: D

amortised cost or FVOCI are measured at FFE A ARG 23
FVTPL. A gain or loss on a debt investment BRATEFAEMER
that is subsequently measured at FVTPL is WHEBEENEMEE"
exchanged in profit or loss and presented net W REAFERA

within “other gains/(losses) — net” in the
period in which it arises.
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40 SUMMARY OF OTHER ACCOUNTING POLICIES
(Continued)

40 HEHHREBE (&)

40.7 EMEE (8)
(iv) HE

40.7 Financial assets (Continued)

(iv) Impairment

The Group assesses on a forward looking basis the
expected credit losses associated with its debt
instruments carried at a amortised cost. The
impairment methodology applied depends on
whether there has been a significant increase in
credit risk. Note 3.1(b) details how the Group
determines whether there has been a significant
increase in credit risk.

Expected credit losses are a probability-weighted
estimation of credit losses (i.e. the present value of
all cash shortfalls) over the expected life of the
financial assets.

The Group has the following types of assets that are
subject to IFRS 9's expected credit loss model:

° trade receivables

o other receivables

o cash and bank balances

° time deposits

o restricted bank balances

o bank acceptance notes

While cash and bank balances, time deposits,
restricted bank balances and other receivables are

also subject to the impairment requirements of IFRS
9, the identified impairment loss was immaterial.

2025 F 3R « BARREHEBERA A
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40.7 TREE (&)
(iv) Impairment (Continued) (iv) HE (&)

40.7 Financial assets (Continued)

180

For trade receivables, the Group applies the
simplified approach permitted by IFRS 9, which
requires expected lifetime losses to be recognised
from initial recognition of the assets. The provision
matrix is determined based on historical observed
default rates over the expected life of the trade
receivables with similar risk characteristics and is
adjusted for forward-looking estimates. At every
reporting date the historical observed default rates
are updated and changes in the forward-looking
estimates are analysed.

Impairment on other receivables, cash and bank
balances and restricted bank balances are measured
as lifetime expected credit losses if a significant
increase in credit risk of a receivable has occurred
since initial recognition.

Impairment on other receivables and amounts due
from related parties is measured as either 12-month
expected credit losses or lifetime expected credit
loss, depending on whether there has been a
significant increase in credit risk since initial
recognition. If a significant increase in credit risk of a
receivable has occurred since initial recognition, then
impairment is measured as lifetime expected credit
losses.

The Group recognises expected credit losses for
bank acceptance notes measured at fair value
through other comprehensive income using the
simplified approach, whereby lifetime expected
credit losses are recognised upon initial recognition.
Expected credit losses are presented in the
statement of profit or loss, with a corresponding
reduction in the carrying amount of the bank
acceptance notes through accumulated other
comprehensive income.

If, in a subsequent period, the amount of the
impairment loss decreases and the decrease can be
related objectively to an event occurring after the
impairment was recognised, the reversal of the
previously recognised impairment loss is recognised
in the consolidated statements of comprehensive
income.
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40 SUMMARY OF OTHER ACCOUNTING POLICIES
(Continued)

40 HMETBERBE (8)

40.8 EFEMTA

40.8 Offsetting financial instruments

Financial assets and liabilities are offset and the net
amount reported in the consolidated statement of
financial position where the Group currently has a legally
enforceable right to offset the recognised amounts, and
there is an intention to settle on a net basis or realise the
asset and settle the liability simultaneously. The legally
enforceable right must not be contingent on future events
and must be enforceable in the normal course of business
and in the event of default, insolvency or bankruptcy of
the relevant company or the counterparty.

Financial guarantee contracts are recognised as a financial
liability at the time the guarantee is issued. The liability is
initially measured at fair value and subsequently at the
higher of:

. the amount determined in accordance with the
expected credit loss model under IFRS 9 Financial
Instruments; and

o the amount initially recognised less, where
appropriate, the cumulative amount of income
recognised in accordance with the principles of IFRS
15 Revenue from Contracts with Customers.

40.9 Trade and other receivables and amounts due

from related parties

Trade receivables are amounts due from customers for the
provision of gold mine hazardous waste treatment services
and sales of pyrite concentrate. Amounts due from related
parties are loans provided to related parties with interest,
and they are unsecured and repayable on demand. If
collection of trade and other receivables and amounts due
from related parties is expected in one year or less (or in
the normal operating cycle of the business if longer), they
are classified as current assets. If not, they are presented
as non-current assets.

40.9
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40.9 Trade and other receivables and amounts due

from related parties (Continued)

Trade and other receivables and amounts due from related
parties are recognised initially at fair value and
subsequently measured at amortised cost using the
effective interest method, less allowance for impairment.

40.10 Contract assets and liabilities

40.11

Upon entering into a contract with a customer, the Group
obtains rights to receive consideration from the customer
and assumes performance obligations to transfer goods or
services to the customer. The combination of those rights
and performance obligations gives rise to a net asset or a
net liability depending on the relationship between the
remaining rights and the performance obligations. The
contract is an asset and recognised as contract assets if
the measure of the remaining conditional rights to
consideration exceeds the satisfied performance
obligations. Conversely, the contract is a liability and
recognised as contract liabilities if the measure of the
remaining performance obligations exceeds the measure
of the remaining rights.

Inventories

Inventories are stated at the lower of cost and net
realizable value. Cost is determined on the weighted
average basis and, in the case of work in progress and
finished goods, comprises direct materials, direct labor
and an appropriate proportion of overheads. Net realizable
value is based on estimated selling prices less any
estimated costs to be incurred to completion and disposal.

40

Hit
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40.10

40.11
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40 SUMMARY OF OTHER ACCOUNTING POLICIES 40 HME5HERE (%)
(Continued)

NREBEERESEEY

40.12 Cash and cash equivalents

Cash is cash on hand and demand deposits. Cash
equivalents are short-term, highly liquid investments that
are readily convertible to known amounts of cash and
which are subject to insignificant risk of changes in value.
In the consolidated statements of cash flows, cash and
cash equivalents includes cash at bank and on hand and
short-term bank deposits with original maturities of three
months or less.

40.13 Share capital

Ordinary shares are classified as equity (Note 25).

Incremental costs directly attributable to the issue of new
shares or options are shown in equity as a deduction, net
of tax, from the proceeds.

Where the Company issued shares at a premium, whether
for cash or otherwise, a sum equal to the aggregate
amount of the value of the premiums over share capital
shall be classified as share premium.

40.14 Trade and other payables and amounts due to

related parties

Trade payables represent liabilities for products and
services provided to the Group prior to the end of the
reporting year which are unpaid. Trade and other payables
and amounts due to related parties are classified as
current liabilities if payment is due within one year or less
(or within the normal operating cycle of the business if
longer). If not, they are presented as non-current liabilities.

Trade and other payables and amounts due to related
parties are recognized initially at fair value and
subsequently measured at amortized cost using the
effective interest method.
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184

(Continued)

40.15 Borrowings

Borrowings are initially recognised at fair value, net of
transaction costs incurred. Borrowings are subsequently
measured at amortised cost. Any difference between the
proceeds (net of transaction costs) and the redemption
amount is recognised in profit or loss over the period of
the borrowings using the effective interest method. Fees
paid on the establishment of loan facilities are recognised
as transaction costs of the loan to the extent that it is
probable that some or all of the facility will be drawn
down. In this case, the fee is deferred until the draw down
occurs. To the extent there is no evidence that it is
probable that some or all of the facility will be drawn
down, the fee is capitalised as a prepayment for liquidity
services and amortised over the period of the facility to
which it relates.

Borrowings are removed from the statement of financial
position when the obligation specified in the contract is
discharged, cancelled or expired. The difference between
the carrying amount of a financial liability that has been
extinguished or transferred to another party and the
consideration paid, including any non-cash assets
transferred or liabilities assumed, is recognised in profit or
loss as other income or finance costs.

Borrowings are classified as current liabilities unless at the
end of the reporting period, the Group has an
unconditional right to defer settlement of the liability for
at least 12 months after the reporting year/period.

40.16 Borrowing costs

General and specific borrowing costs that are directly
attributable to the acquisition, construction or production
of a qualifying asset are capitalised during the period of
time that is required to complete and prepare the asset for
its intended use or sale. Qualifying assets are assets that
necessarily take a substantial period of time to get ready
for their intended use or sale.

Investment income earned on the temporary investment
of specific borrowings pending their expenditure on
qualifying assets is deducted from the borrowing costs
eligible for capitalisation.

All other borrowing costs are recognized in profit or loss
in the year/period in which they are incurred.
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40 SUMMARY OF OTHER ACCOUNTING POLICIES
(Continued)

40.17 Current and deferred income tax

The income tax expense or credit for the period is the tax
payable on the current period’s taxable income based on
the applicable income tax rate for each jurisdiction
adjusted by changes in deferred tax assets and liabilities
attributable to temporary differences and to unused tax
losses.

(i)  Current income tax

The current income tax charge is calculated on the
basis of the tax laws enacted or substantively
enacted at the end of the reporting period in the
countries where the Company’s subsidiaries operate
and generate taxable income. Management
periodically evaluates positions taken in tax returns
with respect to situations in which applicable tax
regulation is subject to interpretation. It establishes
provisions where appropriate on the basis of
amounts expected to be paid to the tax authorities.

(ii) Deferred income tax

Deferred income tax is provided in full, using the
liability method, on temporary differences arising
between the tax bases of assets and liabilities and
their carrying amounts in the consolidated financial
statements. However, deferred tax liabilities are not
recognised if they arise from the initial recognition
of goodwill. Deferred income tax is also not
accounted for if it arises from initial recognition of
an asset or liability in a transaction other than a
business combination that at the time of the
transaction affects neither accounting nor taxable
profit or loss and does not give rise to equal taxable
and deductible temporary differences. Deferred
income tax is determined using tax rates (and laws)
that have been enacted or substantially enacted by
the end of the reporting period and are expected to
apply when the related deferred income tax asset is
realised or the deferred income tax liability is settled.

Deferred tax assets are recognised only if it is
probable that future taxable amounts will be
available to utilise those temporary differences and
losses.
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40.17 Current and deferred income tax (Continued)

(ii)

Deferred income tax (Continued)

Deferred tax liabilities and assets are not recognised
for temporary differences between the carrying
amount and tax bases of investments in foreign
operations where the Company is able to control
the timing of the reversal of the temporary
differences and it is probable that the differences
will not reverse in the foreseeable future.

Deferred tax assets and liabilities are offset when
there is a legally enforceable right to offset current
tax assets and liabilities and when the deferred tax
balances relate to the same taxation authority.
Current tax assets and tax liabilities are offset where
the entity has a legally enforceable right to offset
and intends either to settle on a net basis, or to
realise the asset and settle the liability
simultaneously.

Current and deferred tax is recognised in profit or
loss, except to the extent that it relates to items
recognised in other comprehensive income or
directly in equity. In this case, the tax is also
recognised in other comprehensive income or
directly in equity, respectively.

40.18 Employee benefits

(i)

Short-term obligations

Liabilities for wages and salaries, including non-
monetary benefits and accumulating sick leave that
are expected to be settled wholly within 12 months
after the end of the period in which the employees
render the related service are recognised in respect
of employees’ services up to the end of the
reporting period and are measured at the amounts
expected to be paid when the liabilities are settled.
The liabilities are presented as current employee
benefit obligations in the statement of financial
position.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e B HRRME

For the year ended 31 December 2025 H{Z =T - AF+-A=+—HLFE

40 SUMMARY OF OTHER ACCOUNTING POLICIES
(Continued)

40.18 Employee benefits (Continued)

(ii)

(iii)

Pension obligations

In accordance with the rules and regulations in the
PRC, the PRC based employees of the Group
participate in various defined contribution retirement
benefit plans organized by the relevant municipal
and provincial governments in the PRC under which
the Group and the employees are required to make
monthly contributions to these plans calculated as a
percentage of the employees’ salaries, subject to
certain ceiling. The municipal and provincial
governments undertake to assume the retirement
benefit obligations of all existing and future retired
PRC based employees payable under the plans
described above. Other than the monthly
contributions, the Group has no further obligation
for the payment of retirement and other post-
retirement benefits of its employees. The assets of
these plans are held separately from those of the
Group in an independent fund managed by the PRC
government. The Group’s contributions to these
plans are expensed as incurred.

Housing funds, medical insurances and other
social insurances

The PRC employees of the Group are entitled to
participate in various government-supervised
housing funds, medical insurance and other
employee social insurance plan. The Group
contributes on a monthly basis to these funds based
on certain percentages of the salaries of the
employees, subject to certain ceiling. The Group's
liability in respect of these funds is limited to the
contributions payable in each period.

40.19 Interest income

Interest income on financial assets at amortised cost and
financial assets at FVOCI calculated using the effective
interest method is recognised in profit or loss as part of
other income and finance income.

Interest income is presented as finance income and where
it is earned from financial assets that are held for cash
management purposes.
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For the year ended 31 December 2025 HZ =T -AF+-A=1+—HILFE

40 SUMMARY OF OTHER ACCOUNTING POLICIES
(Continued)

188

40.19 Interest income (Continued)

Interest income is calculated by applying the effective
interest rate to the gross carrying amount of a financial
asset except for financial assets that subsequently become
credit-impaired. For credit-impaired financial assets the
effective interest rate is applied to the net carrying amount
of the financial asset (after deduction of the loss
allowance).

40.20 Government grants

40.21

Grants from the government are recognised at their fair
value where there is a reasonable assurance that the grant
will be received and the Group will comply with all
attached conditions.

Government grants relating to costs are deferred and
recognised in the profit or loss over the period necessary
to match them with the costs that they are intended to
compensate.

Government grants relating to the purchase of property,
plant and equipment are included in non-current liabilities
as deferred income and are credited to profit or loss on a
straight-line basis over the expected lives of the related
assets.

Leases
Lease of properties and equipment

The Group leases properties and equipment as a lessee.
Rental contracts for properties and equipment are typically
made for fixed periods of 2 to 3 years. Lease terms are
negotiated on an individual basis and contain a wide
range of different terms and conditions.

Leases are recognised as a right-of-use asset and a
corresponding liability at the date at which the leased
asset is available for use by the Group. Each lease payment
is allocated between the liability and finance cost. The
finance cost is charged to profit or loss over the lease
period so as to produce a constant periodic rate of interest
on the remaining balance of the liability for each period.
The right-of-use asset is depreciated over the shorter of
the asset’s useful life and the lease term on a straight-line
basis.

-®
.dMAﬁ.d\

HMSBREE (&)

40.19 R B WA (&)

MEBBAZBKERMNEERNE
MEENGEEAE (EERDIRE
BERENEBEERIN MatE -5
FERENEMEEMS BERHM
FRAREREENREFE (D
kR ERERE) -

40.20 B AT % BY

BFHRNEEEFREARERI
e HRET A BB E NS
R R T EER

75 B0 7 A HOBRAT  HOE E © 3
5 B0 0 A B T 7 A 9
R

FF B E RIERE WA AZERE A
B THEREINHREENTES
FHIFF AB&=-

4021 HE

WERKEHE

AEBEAABAFHHENE LR
w-MEMRBHEANRBERA2
E3F M E E HIR - M E RRIRE R
AR X E 8B ARARR
SEESE

HEAHEEENHARERER 2
ARERAREAEEERERAE-
BEHENRERBRMBRAZ
BB -MERAEHERRNEE
sk AEHSHENEEHER
ELETHEHRN KR -EREEE
REEERAFHEAYME TR
FEUBEBEAFRITE -

HONGCHENG ENVIRONMENTAL TECHNOLOGY COMPANY LIMITED * ANNUAL REPORT 2025



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBRERNE

For the year ended 31 December 2025 H{Z =T - AF+-A=+—HLFE

o.
/tﬂﬁkuu.

40 SUMMARY OF OTHER ACCOUNTING POLICIES 40 HMESFBERE (&)
(Continued)

40.21 Leases (Continued) 4021 HE (&)

Lease of properties and equipment (Continued)

Assets and liabilities arising from a lease are initially
measured on a present value basis. Lease liabilities include
the net present value of the following lease payments:

o fixed payments (including in-substance fixed
payments), less any lease incentives receivable

o variable lease payments that are based on an index
or a rate are initially measured using the index or
rate as at the commencement date

o amounts expected to be payable by the Group
under residual value guarantees the exercise price of
a purchase option if the Group is reasonably certain
to exercise that option; and

o payments of penalties for terminating the lease, if
the lease term reflects the Group exercising that
option

Lease payments to be made under reasonably certain
extension options are also included in the measurement of
the liability.

The lease payments are discounted using the interest rate
implicit in the lease. If that rate cannot be readily
determined, which is generally the case for leases in the
Group, the lessee’s incremental borrowing rate is used,
being the rate that the individual lessee would have to pay
to borrow the funds necessary to obtain an asset of similar
value to the right-of-use asset in a similar economic
environment with similar terms, security and conditions.

The Group's right-of-use assets consist of up-front the
initial measurement of the corresponding lease liability,
lease payments made at or before the commencement
day, less any lease incentives received and any initial direct
costs. They are subsequently measured at cost less
accumulated depreciation and impairment losses.
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40 SUMMARY OF OTHER ACCOUNTING POLICIES 40
(Continued)

40.21 Leases (Continued) 4021 HE (&)

190

Land use rights

For land use rights, the cost comprise the payments to
acquire long-term interest in the usage of land, which are
stated at cost less accumulated amortisation and
accumulated impairment losses. Cost represents
consideration paid for the rights to use the land and other
direct related costs from the date when the respective
rights were granted.

Amortisation of prepaid land lease payments is calculated
on a straight-line basis over the lease terms of 50 years as
stated in the relevant land use right certificates granted
for usage by the Group in the PRC or the best estimate
based on the normal terms in the PRC and is charged to
profit or loss in the consolidated statements of
comprehensive income.

Leases where the Group is a lessor

Lease income from operating leases where the Group is a
lessor is recognised in income on a straight-line basis over
the lease term. Initial direct costs incurred in obtaining an
operating lease are added to the carrying amount of the
underlying asset and recognised as expense over the lease
term on the same basis as lease income. The respective
leased assets are included in the consolidated statement
of financial position based on their nature.

40.22 Business combinations

The acquisition method of accounting is used to account
for all business combinations, regardless of whether equity
instruments or other assets are acquired. The
consideration transferred for the acquisition of a subsidiary
comprises the:

. the fair values of the assets transferred

. the liabilities incurred to the former owners of the
acquired business
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40 SUMMARY OF OTHER ACCOUNTING POLICIES 40 HME5HERE (%)
(Continued)

4022 £ S0 (8)

40.22 Business combinations (Continued)

o the equity interests issued by the group,

o the fair value of any asset or liability resulting from a
contingent consideration arrangement, and

o the fair value of any pre-existing equity interest in
the subsidiary.

Identifiable assets acquired and liabilities and contingent
liabilities assumed in a business combination are, with
limited exceptions, measured initially at their fair values at
the acquisition date. The group recognises any non-
controlling interest in the acquired entity on an
acquisition-by-acquisition basis either at fair value or at
the non-controlling interest's proportionate share of the
acquired entity’s net identifiable assets. Acquisition-related
costs are expensed as incurred.

The excess of the:
° the consideration transferred,

o the amount of any non-controlling interest in the
acquired entity, and

o the acquisition-date fair value of any previous equity
interest in the acquired entity.

Over the fair value of the net identifiable assets acquired
is recorded as goodwill. If those amounts are less than the
fair value of the net identifiable assets of the business
acquired, the difference is recognised directly in profit or
loss as a bargain purchase.
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For the year ended 31 December 2025 HZ =T -AF+-A=1+—HILFE
(Continued)

4022 £ S 6 (8)

40.22 Business combinations (Continued)

Where settlement of any part of cash consideration is
deferred, the amounts payable in the future are
discounted to their present value as at the date of
exchange. The discount rate used is the entity's
incremental borrowing rate, being the rate at which a
similar borrowing could be obtained from an independent
financier under comparable terms and conditions.
Contingent consideration is classified either as equity or as
a financial liability. Amounts classified as a financial liability
are subsequently remeasured to fair value with changes in
fair value recognised in profit or loss.

40.23 Dividend distribution

Dividend distribution to the Company’s shareholders is
recognised as a liability in the Group’s financial statements
in the period in which the dividends are approved by the
Company's shareholders or directors, where appropriate.
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DEFINITIONS
B=

In this annual report, unless the context requires otherwise, the RAFRF BIEXFEREAHIE BTRINATH
following terms have the meanings set out below, and words in plural ~ ®&E A& N XATH KR E  MEBF AN RA=ZER

shall include the singular and vice versa, as applicable:

" Acquisition”

[ fE=1E]

"AGM"

[REBFRE]

" Articles of Association”or

“Articles”

[EZR24H81] =k [Z88)
" Audit Committee”
3=

"Board”

=

"BVI”
[RBERARES]

“CIT Law”

[ EPREHE]
“Companies Act”
[RaEh%]
“Company” or “our

Company”

EAYNCIN

“Controlling Shareholder(s)”

[ A B R

SEE RZIFA (MER) :

the acquisition of the 100% equity interest of the Target Company by Shandong
Jinjia as contemplated under the sale and purchase agreement entered into
between Shandong Jinjia, Mr. Sheng Yunti (52 82) and Mrs. Sheng Wenfeng
(B%XCI£) on 26 January 2026
LWREERBEILR R EAREBEERBEXELL R _ZE-_REF-A-+X
HEIMH) B & W Pt - Wi B 12 2 51100% A

the forthcoming annual general meeting of the Company

ARREERRBFERE

the second amended and restated articles of association of our Company,
adopted at a general meeting held on 24 June 2022
RARAFEZREEIIRBINAEBERBR RS- —F A THBER
THIRR R A F R ER AN

the audit committee of the Board

the board of Directors

Exg

the British Virgin Islands
REEARES

PRC Corporate Income Tax Law ( (P #EE AR EMBE B ZETEFHE) ) issued by
the NPC on 16 March 2007, and subsequently amended on 24 February 2017
and 29 December 2018

EPEARRZZZELFE=ATBEM HER_ZT—+F_A=-+TWHEEK
TE-N\FHZAZTABRERN (P EARANMBREMENE)

the Companies Act (As Revised) of the Cayman Islands
HEHERRE (KIERT)

HONGCHENG ENVIRONMENTAL TECHNOLOGY COMPANY LIMITED (36 7 IR (R
B AR 2 7)), a company incorporated in the Cayman Islands with limited
liability, the issued shares of which are listed on the Main Board of the Stock
Exchange (stock code: 2265)

BHERREHEARAR —HRAASHSFMKINERAT HEZEHTR
MR R AT ER B (B 5% 2265)

has the meaning ascribed thereto under the Listing Rules and unless the context
requires otherwise, refers to Mr. Liu and Zeming International Investment Co., Ltd
EBLEMARAE FTZANBE RIEXESBAE #5885 4L MZeming

International Investment Co., Ltd

20255 BAEERMEARAT 193



DEFINITIONS
B

“Corporate Governance
Code”
[feEER<FAl

"“Director(s)”

[EF]

"Hazardous Waste Business
License”

[ B R A 3 T

“HC Mining”

[ AR

"HC Resources”

[EEER]

"HKD"
[&7T]
“HKICPA”

[BEGEIAE]

“Hong Kong”
(&8

“Hong Kong Branch Share
Registrar”

[FERMBPEL DRI

“IFRSs”
[EIBR B 5 ¥R &5 22 A1

“Listing”
=

-®
.dMAﬁ.d\

the Corporate Governance Code and Corporate Governance Report as set out in
Appendix C1 to the Listing Rules
FHRRAMSCIRPEE R TAREEERRSE

the director(s) of the Company
KARES

the permit for operation of hazardous wastes within the territory of the PRC
under the Measures for the Administration of Permit for Operation of Hazardous
Wastes (fEFRfE W4 & 5T A B B IR PE)

BB (EREDKEFAIZERIVE)  ERBEIRNK L EREDHNFTT A F

Shandong Hongcheng Mining (Group) Co., Ltd. (LU EEIESE (£ B)R A7)
(formerly known as Shandong Hongcheng Mining Co., Ltd. (LIS BB E R
/A @]) and Shandong Hongcheng Mining Co., Ltd. (LU EEFIBE AR AR])), a
limited liability company established under the laws of the PRC on 28 April 2011
and an indirect wholly owned subsidiary of our Company

IWEBAEE (SR BRAF (AIBILURBHEEBR A RILIRBAESE
ERAR) —HRZE——FHAZ+NBREFBEZEN LN BR AR
RARNTFNREEZEWB R A

Shandong Hongcheng Resources Comprehensive Utilisation Co., Ltd. (1L 5 & &
ZRZAEFBABRAT), a limited liability company established under the laws
of the PRC on 10 January 2019 and an indirect wholly owned subsidiary of our
Company

IWRBEEREEMABRAR —BRZZE-NF-—A+BEREBEFBERE
R BRAR AAABINEEZEZENEB A A

Hong Kong dollars and cents respectively, the lawful currency of Hong Kong

BB BERNEAEER

the Hong Kong Institute of Certified Public Accountants
BRGNS

the Hong Kong Special Administrative Region of the People’s Republic of China
hEARAMBEEEFHITHRER

Tricor Investor Services Limited, the Hong Kong branch share registrar and
transfer office of our Company

SERBFBETLARAR ARARNEERNBPELSR

International Financial Reporting Standards

B BR B 75 i o5 E A

the listing of the Shares on the Main Board
RO ER T
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“Listing Date”
[ FHEH

“Listing Rules”

[ TR 8]
"LZ Assets”
[N EE ]

“Main Board”

[E1R]

“Memorandum of

Association”

[ S A4

“Model Code”
[R %57 Al
“Mr. Liu”

[ 554

“New Production Facility”

[ 37 4 B A e

“Nomination Committee”

(2R Eg

“"PRC” and “China”
[ F

“Prospectus”

[ ERE]

“Remuneration Committee”

[(FHEEE]

"“Reporting Period”
[ ¥R 5

|
|

DEFINITIONS
B=

12 November 2021, on which the Shares are listed and from which dealings
therein are permitted to take place on the Main Board

“E-Ft-ATZRA - BROLTWESEREZARAIREREERND

Rules Governing the Listing of Securities on the Stock Exchange

B3 Frig s AR B

Laizhou City State-owned Assets Management Company Limited (&M T Bl A &
EEEARAA)
RN TEE EEGEERA

the stock market (excluding the option market) operated by the Stock Exchange
which is independent from and operated in parallel with GEM of the Stock
Exchange

BRAEBENRETS (TEEMETS) - 800 8P GEM X B2 K 3 5

i
Ao

the amended and restated memorandum of association of our Company
adopted on 23 October 2021, as amended, supplemented or otherwise modified
from time to time

RABHKETREFNEBERAM R_E_—FTAT=ZBRHK &
PEHERT - TR AR 75 1B 2K

the Model Code of Securities Transactions by Directors of the Listed Issuers as set
out in Appendix C3 to the Listing Rules
FHRBIMERCIFAE BT AETETESF R HIIRESTA

Mr. Liu Zeming (%12 $%), chairman of our Board, an executive Director and a
Controlling Shareholder

FEHBELE EFTQIFE AITESREBRERR

has the meaning ascribed to it in the Prospectus

EEAREREME T ZRE

the nomination committee of the Board

ExeR%%EY

the People’s Republic of China
hEE AR HME

the prospectus of the Company dated 29 October 2021
ARRAMA-Z-_—FTAZTILENBRER

the remuneration committee of the Board
ExgrEEae

the year ended 31 December 2025
HE-ZT-_AF+-A=1+—HLLFE
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Bx

“RMB”
AR

“Shandong Jinjia”

[UREE]

“SEQ”

"Share(s)”
[ 17 ]

“Shareholder(s)”
[ 3]

“Stock Exchange”
[ Bk 52 P

"Target Company"

NEREWNCIN

" noon noon noou

we”, “us”, "our”, "Group”

and “our Group”

[T B [ARE ]

nopn
[% ]

|
AT

Renminbi, the lawful currency of the PRC

ARE PEEEEEY

Shandong Jinjia Environment Co., Ltd (U £ ZRRABHL A A]), a limited
liability company established under the laws of the PRC on 8 June 2020 and an
indirect wholly owned subsidiary of the Company

IWREERRERAR —HAR_ZE_ZEFXANBREFBRAERINE
RAR RARBINEZEE2EMBE AR

the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong),
as amended, supplemented and modified from time to time

FEEPIFSTE (EHFRMEHERD) - ETRER]  #xERER

ordinary share(s) in the share capital of our Company with a nominal value of
HK$0.01 each
ARNBRAFREREBEC.ONVEILH L B

holder(s) of the Share(s)
BnFE A

The Stock Exchange of Hong Kong Limited
EEBMERHMERRQA]

Laizhou Jinxing Chemical Co., Ltd.* (3N & #{t THR Z (T A A]), a company
established in the PRC with limited liability

FMeE(CTHAEREERR —HEARPEKINBRAR

the Company and its subsidiaries

RRBREKEA T

per cent

Bt
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