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BUSINESS UPDATE
EXECUTION OF THE PPP PROJECT AGREEMENT

Reference is made to the announcement of the Company dated 4 August 2016 (the
“Announcement’”) in relation to the Yunan County Entire County Domestic Wastewater
Treatment Bundle PPP Project* (flFdRRHE AL IG5 /K IEHINAPPPIHE) (the “PPP
Project”). Unless otherwise indicated, capitalized terms used herein have the same
meanings as those defined in the Announcement.

ESTABLISHMENT OF THE PROJECT COMPANY

According to the Announcement, Yunan County Environmental Protection Bureau* (filf Fd %%
IREif& 7 /), Kangda Group and Guangdong Liangke initiated the PPP Project Agreement
in respect of the PPP Project after a competitive consultation process.

On 18 September 2016, Yunan Kangda Liangke Environmental Treatment Co., Ltd. * (A8F3
fRE SR BRIRIE A B/ F]), the Project Company, was established with a registered
capital of RMB62,000,000 pursuant to a joint venture agreement (the “Joint Venture
Agreement”) entered into among Kangda Group, Guangdong Liangke and Yunan County
Materials Company* (R BRI & 440 F]) (“Yunan Materials”). As of the date of this
announcement, the Project Company was held as to 48.39% by Yunan Materials, 41.29% by
Kangda Group and 10.32% by Guangdong Liangke, respectively. Yunan Materials is a
company owned by the whole people (2[R TH ) established in the PRC on 17 October
1989.

Pursuant to the Joint Venture Agreement, Kangda Group and Guangdong Liangke will
assume the creditor’s rights and debt and enjoy the rights and interests of the Project
Company in the proportions of 80% and 20%, respectively. Yunan Materials will obtain a
fixed annual investment returns (i.e. 1.2% of the actual investment contribution amount of
Yunan Materials) from the Project Company. Yunan Materials is not entitled to share the
profit and other income distribution of the Project Company and will not undertake the risk
of operation loss, credit’s rights and debt of the Project Company.



EXECUTION OF THE PPP PROJECT AGREEMENT

The Board is pleased to announce that on 28 October 2016, Yunan County Environmental
Protection Bureau* (ARFgRRIRIGIR3# /%) and the Project Company formally executed the
PPP Project Agreement in respect of the PPP Project. Save as disclosed above, all other
terms and conditions of the PPP Project Agreement shall remain unchanged and shall
continue in full force and effect.
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