


10

17

20

23

66

81

122

156

161

170

317

CHAPTER ONE
ooao

CHAPTER TWO
ooao

CHAPTER THREE
ooao

CHAPTER FOUR
ooao

CHAPTER FIVE
ooao

CHAPTER SIX
ooao

CHAPTER SEVEN
ooao

CHAPTER EIGHT
ooao

CHAPTER NINE
ooao

CHAPTER TEN
ooao

CHAPTER ELEVEN
oooao

CHAPTER TWELVE
oooao

CHAPTER THIRTEEN

oooao

CORPORATE INFORMATION
oooao

LETTER FROM THE CHAIRPERSON
ooo0oaod

DEFINITIONS
oo

GLOSSARY OF TECHNICAL TERMS
oooao

SUMMARY OF OPERATING AND FINANCIAL DATA
ooo0ooooooao

MANAGEMENT DISCUSSION AND ANALYSIS
oooooooad

PROFILES OF DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT

ooooooo0oooo0o0od

REPORT OF THE BOARD OF DIRECTORS
ooo0oaod

CORPORATE GOVERNANCE REPORT
oooooao

REPORT OF THE BOARD OF SUPERVISORS
ooo0oaod

INDEPENDENT AUDITOR’S REPORT
ooooooao

CONSOLIDATED FINANCIAL STATEMENTS
oooooao

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT
oooooooooon



2

CHAPTER ONE CORPORATE INFORMATION

oo OoOo0oao

REGISTERED NAME
OF THE COMPANY
oooooao

ENGLISH NAME OF THE COMPANY
oooooao

REGISTERED OFFICE AND
HEADQUARTERS IN THE PRC
Oooooooooao

PRINCIPAL PLACE OF BUSINESS
IN HONG KONG
ooooooao

WEBSITE OF THE COMPANY
oooao

STOCK CODE
ooood

LEGAL REPRESENTATIVE
OF THE COMPANY
ooooooao

AUTHORISED REPRESENTATIVES
oooaod

COMPANY SECRETARY
oooao

INDEPENDENT AUDITOR
ooooao

HONG KONG LEGAL ADVISER
TO THE COMPANY
oooooooan

2023 Annual Report Kunming Dianchi Water Treatment Co., Ltd.

goooooooooooao

Kunming Dianchi Water Treatment
Co., Ltd.

Wastewater Treatment Plant No. 7
Kunming Dianchi Tourist Resort
Kunming City, Yunnan Province
PRC

Room 1901, 19/F, Lee Garden One
33 Hysan Avenue

Causeway Bay

Hong Kong

www.kmdcwt.com

03768

Mr. Zeng Feng

Mr. Chiu Ming King FCG, HKFCG
Mr. Chen Changyong

Mr. Chiu Ming King FCG, HKFCG

Mazars CPA Limited
Certified Public Accountants
42/F, Central Plaza
Wanchai

Hong Kong

Jingtian & Gongcheng LLP
Suites 3203-3207, 32/F
Edinburgh Tower

The Landmark

15 Queen’s Road Central
Central

Hong Kong

ooao

ooooooooano

Kunming Dianchi Water Treatment

Co.

ooao
ooao
ooao

O
O
O

O o0oood
O ooo

www.k

03768

w O oOoo O

32

, Ltd.

ooooao
oooao
oad

330
0190 19010

mdcwt.com

0 0 FCG, HKFCG
oo

O O FCG, HKFCG

oOo0OooOoo0oO0o0oO0oo00a0
oo
00000420

oooooo
oooooao
oooooaoaiso
ooooao
2030 32070



PRC LEGAL ADVISER
TO THE COMPANY
oooooooan

H SHARE REGISTRAR
HOOODODOAO

BOARD OF DIRECTORS
ooad

Executive Directors
ooood

Non-executive Directors
ooooao

Independent Non-executive Directors
ooooooo

BOARD COMMITTEES
oooooooao

Audit Committee
ooooao

Remuneration and
Appraisal Committee
oooooooao

Nomination Committee
ooooao

CHAPTER ONE

Yunnan Jianguang Law Firm

14th Floor, Block 2, Nanyuecheng
Guangfu Road

Xishan District

Kunming, Yunnan Province

PRC

Tricor Investor Services Limited
17/F, Far East Finance Centre
16 Harcourt Road

Hong Kong

Mr. Zeng Feng (Chairperson)
Mr. Chen Changyong (General Manager)
Mr. Miao Xianjun

(appointed on 4 January 2024)

. Xu Jingdong
. Zhou Jianbo
. Zhang Yang

. Zha Guiliang
. Zheng Dongyu
. Ong King Keung

. Zha Guiliang (chairperson)
. Zheng Dongyu
. Ong King Keung

. Ong King Keung (chairperson)
. Zeng Feng
. Zha Guiliang

. Zheng Dongyu (chairperson)
. Zeng Feng
. Ong King Keung

O o oo
O o oo

[}
O

oo
O
oo

O

CORPORATE INFORMATION

O oo O

O
O
a

god oodd

oooooao
ooooao
ooao
20 140

ooooooan
00160
ooo1vo

ooooo
owoooo
oad

0020240 1040 00 00

]
[}

0
0O

[}
O

oooooooo

ooooooo

Oooooooo



CHAPTER ONE CORPORATE INFORMATION

god oogod

Strategy and Investment Decision
Committee
OO0oO0oOooOooOo

BOARD OF SUPERVISORS
ogoad
PRINCIPAL BANKS

oooooao

China Construction Bank
oooooaog

China Everbright Bank
0Oo0oooOo

Industrial Bank
oooag

China Minsheng Bank
0Oo0oooOo

Agricultural Bank of China
oooooao

Bank of Communications
oooaog

Bank of China
oooag

China Merchants Bank
oooaog

CITIC Bank
oooad

Shanghai Pudong Development Bank
O00oO0ooooo

HengFeng Bank
oooo

2023 Annual Report Kunming Dianchi Water Treatment Co., Ltd.

Mr. Zeng Feng (chairperson)
Mr. Chen Changyong
Mr. Zha Guiliang

Mr. Na Zhigiang (chairperson)

Mr. Yao Jianhua

Mr. Shao Wei

Kunming Chengnan Sub-branch

Kunming Beijing Road Sub-branch

Kunming Branch

Kunming Dianchi Road Sub-branch

Kunming Resort Sub-branch

Yunnan Branch

Kunming Guandu Sub-branch

Kunming Shijicheng Sub-branch

Kunming Ankang Road Sub-branch

Kunming Branch

Kunming Nanya Sub-branch

O
[}
O

O
O
O

yooooo
oad
od

oooooo






CHAPTER TWO LETTER FROM THE CHAIRPERSON
god oogogo

In terms of main business, the Company persisted in prioritising quality
and efficiency, with emphasis on the operational aspect as the core of
projects and making it the main source of investment income. Based
on the principle of strengthening the main business and optimising the
structure, the Company maintained the wastewater treatment business
as the basic foundation of its operation and development, continued to
strengthen the coordinated management of water services, improved
operational efficiency and helped reduce costs and increase efficiency.
In 2023, the wastewater treatment plants operated by the Company
processed 719.9 million cubic meters of wastewater, basically the
same as that of 2022, and supplied 117.0 million cubic meters of
water (including running water and reclaimed water), representing a
year-on-year increase of approximately 58.5%. The overall passing
rate of the quality of water supplied met relevant standards, treated
water was steadily discharged in compliance with wastewater treatment
standards, energy consumption indicators were controlled within
reasonable ranges, and 99.0% of the designed capacity of wastewater
treatment met the national Class | Category A standard. At the same
time, after years of operation, the Company has developed systematic
business concepts and models, and has a high-calibre operation team
that has been engaged in the management of businesses related to
water services, environmental protection and solid waste for a long
time, as well as a professional team with strong technical strength,
which has laid a solid foundation for continuous improvement of asset
quality and stable development of operating results of the Company.

For internal governance, the Company further optimised its internal
control system comprehensively, solidly strengthened the execution of
the system, strengthened compliance management and risk control,
maintained its bottom line, enhanced risk awareness and improved risk
prevention and control capabilities. At the same time, the Company
has established and perfected a regulatory system and an internal
control system, focused on compliance management, implemented full
life-cycle supervision and management with focus on difficulties and
problems in operation and management, key areas, important positions
and material matters, and promoted the sustainable development of

the enterprise.
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CHAPTER TWO LETTER FROM THE CHAIRPERSON
god oboogao

As for talent team building, the Company always attaches importance O 0000000000000 OOOOODOOO
to the cultivation of outstanding talents, deepens management 000000000000 0OO0O0O0OOOOOOO
reform, optimises management system, coordinates and promotes goooDooo0oDoDOoooooooooooooao
the development in an overall manner. We improved the recruitment 0 000 OO0 OOO0OQCOO0OOOOOOOO
mechanism to accurately and effectively match talents and ensure the 0oo0oo0ooooDoDoooO0oooooooDoo
development of talents. We continuously improved the internal training 0 000 OO0 O00OO0O0OO0OQ0OOOOOOOO
system, enhanced the business quality of employees, optimisedthe 0000000000 OO0OOOOOOOOOOO
assessment mechanism and refined the job responsibility system, oooooooOoooooooog

clarified the responsibility targets, signed target responsibility letters,

established a mechanism linking remuneration and profitability, and

insisted on target-oriented and result-oriented management. The

Company implemented a scientific compensation allocation system

supported by facts and data.

In terms of asset management, the Company completed the transfer ooooo0ooO0ooDooDooOoooooDoooao
of Qujing Project and Thermal Power Project during the year, and 0o0oooooooDoooO0ooooooDooooao
achieved the goal of downsizing and market expansion by disposingof OO0 0000 O0O00OCOO0OO0OOOOOOOOO
some investment projects outside the administrative region ofacity. In 000000000000 O0OO0OOO0OOCOOO
the future, the Company will continue to plan and reserve high-quality 0 00O

projects, optimise the business structure and improve the overall

quality of the Company.

In respect of financial resources, the Company attached great OO0 0O O0OO0O0O0OOOOOOOOCOOOOOO
importance to cash flow management and adopted measuressuchas OO0 00000000 OCOCOOOO0OOOOOOO
focused tracking, continuous follow-up and assigning responsibilities 00000000000 OO0OO0OOOOOOOODO
to individuals for accounts receivable to strengthen management and 0000000000 OoODoDDoDOoOooOOoOoDOoooaOo
control of capital, enhance capital utilisation efficiency and strive to ooooDoODOo0oooooODOOooOoooooooo
improve its cash flow position. In the future, the Group will continueto 0000000000 OOCOOOOOOOO

further improve its cash flow position through many manners such as

expanding its financing channels and strengthening the management
and control of account receivables collection.
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CHAPTER TWO LETTER FROM THE CHAIRPERSON
oo ooobood

PROSPECTS

The Company will continue to uphold the general keynote of “seeking
progress while maintaining stability and promoting stability with
progress”, build a solid and “stable” foundation, coordinate risks
and safety, consolidate the foundation of development, maintain an
aggressive attitude, prevent and mitigate significant risks, promote
structural adjustment, business optimisation and technological
innovation, unswervingly implement the general strategy, objectives
and requirements of innovation-driven and high-quality development,
actively make progress in “transforming manner, adjusting structure,
improving quality and increasing efficiency”, further focus on stabilising
operations, improving performance, securing projects, expanding
financing channels, promoting reform and strengthening the workforce,
improve existing business and secure incremental business, and
continuously improve the modernisation of the Company’s governance
system and capability, so as to ensure the Company’s long-term
stability and success on the new journey of high-quality development.

Meanwhile, the Company will closely follow the direction of industrial
policies, grasp the benefits of policies, deepen its efforts in the main
business of wastewater treatment, and stimulate internal vitality
through the measures such as enhancing production capacity and
standards, deepening the measures such as energy saving and
consumption reduction. The Company will actively explore diversified
key technical fields such as advanced sewage treatment, solid waste
treatment and resource utilisation and integrated use of reclaimed
water to improve its core competitiveness, continue to develop its
professional system service capabilities in the water service sector
and increase the revenue and profit of the Company while achieving
the goals such as pollution prevention and control, water resources
management and comprehensive utilisation, and energy saving and
emission reduction, continue to optimise the management of existing
projects, broaden sources of income and reduce expenditure, and
improve quality and increase efficiency, thereby bringing sustainable
and stable income to the Company and creating greater value for its
Shareholders.

gooao

ooooOOoDbDOooobOooooooobooobOoo
gooooboooooOoocOoOoooOoOoOooooo
ooooocoooocooooocoobOooooan
ooooooooOocOooooOoOoooooooan
oooDooooOooooOoboooobDooooon
gooooooo0ooDoOo0oDbOOoboOobOoOOoDOo
oooooooOOoDODDOOoOOoOoooOoooooao
boooobooooooooobOOooboooao
obooooocooboOobOoocoOooobOoooao
oooooooooooooon

oooo0ooOoOoO0oooDoOOoOoDOooDOOOoOon
oooooooOoOOoooCcOoOoOoooooooDao
uooooooobooOoCcooooooooao
oooooooooOoCcooooooooaon
oooooooOoOoocooooooooan
obDooOoocoooOobDooooooonn
oooooo0ooo0ooDbDOobOOooOOooooOonD
ooooOOooO0ooOoOoDbOoOoooooOonoD
uobobOocooocooooooboboooooo
oooooooooooo

Oo0Oo0oo0oogooadg
e Y o o |

2023 Annual Report Kunming Dianchi Water Treatment Co., Ltd.



CHAPTER TWO LETTER FROM THE CHAIRPERSON
oo bood

Last but not least, on behalf of the Board of Directors, | would like oooooDooOopoDooOooDooOooDooOoOoao
to express my sincere gratitude to the management and staff of the oooo0ooO0oOoDOoDOoboOoobDOoooOoao
Company for their hard work and outstanding contributions, and to all 0o0oo0DoO0ooOooOooooooooooon
Shareholders, investors, customers, partners and friends from various 00o0oo0oooDoDoDooOoOo0oooooooOan
sectors of the society for their long-term understanding, support, trust 0 00O

and companionship to the Company.

We are confident that we will continue to achieve good performance oooo0ooO0ooDOoDOoboOooDobDOooOoo
in promoting water pollution prevention and control, recycling of water oooooooDoOoO0oooOoooooooo
resources and other aspects to reward our Shareholders and the

society.
Zeng Feng oo
Chairperson ooo
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CHAPTER THREE DEFINITIONS

“2023 First EGM” the 2023 first extraordinary general meeting of the Company held on 6 April
2023

0202300 000000000 O 0000202304060 00020230 000000000

“2023 Second EGM” the 2023 second extraordinary general meeting of the Company held on 13
November 2023

002300 0000D0ODOO O 00002023011013000020230 0000000000

“AGM” the annual general meeting of the Company

oooooooo O oooooooooao

“Anju Group” Kunming Anju Group Co., Ltd* (0D 0 O O 0O 0O 0O O O O O) (formerly known
as Kunming Public Rental Housing Development & Construction Management
Co,lLd* (000000000 OOOOODODODOAO)), a limited liability
company incorporated in the PRC in February 2011, which is directly held as
to 65.05% by Kunming SASAC and is not a connected person as defined under
the Listing Rules

oooooo O ooo00ooooooO0@m@MOoooooOoOoooOoooOOoOoOoOoOooOoDoOOm™
oo0o0d20102000000000000000O0OO0DDODOODDOODOO
ooes.050 00000000 ODOODOD

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

oooooo O ooooooo

“Audit Committee” the Audit Committee of the Company

ooooooao O opooooooOoo

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

ooooo O opooooao

“Board of Supervisors” the board of Supervisors of the Company

ooooo O ooooooo

“Chairperson” the chairperson of the Board of Directors

ooooo O Oooooooo

*  For identification purpose only
IO EN N,
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“China” or “PRC”

oooo

“Company”

oooooooooo

“Controlling Shareholder”

oboboooo

“Director(s)”

gooo

“Domestic Shares”

ooooo

“Fanchang Dianchi Water” or
“Fanchang Project”

CHAPTER THREE DEFINITIONS
oo oo

the People’s Republic of China
Ooooooo

Kunming Dianchi Water Treatment Co., Ltd* (00 0 O 0O OO O00OOO),
a joint stock company established in Yunnan Province, the PRC with limited
liability on 23 December 2010 in accordance with PRC laws, and, if the context
requires, including its predecessors and subsidiaries

Ooo0ooOooOOoo0OO0o0O0oo0O0o0oo0cO0oo0O000n0aOez010012023000
oooooOoDoOOOOO0oO0OooOoooooODbOOoOOooOOoOoOooooan

has the meaning ascribed thereto in the Listing Rules and refers to Kunming
Dianchi Investment Co. Ltd.* (0 O O O O O O O O O O O), acompany
established in Yunnan Province, the PRC with limited liability on 13 October
2004

o0oo0DODOoOoO00oO0DODDOOoO0OoO0O0O0DOO0OO0OO0O0O0ODOOO00Odao?2o04
glo01wLB00o0o0Do0oo00oo0oooooooan

director(s) of the Company

ooooo

ordinary shares in the share capital of the Company, with a nominal value of
RMB1.00 each, which are subscribed for and paid up in Renminbi by PRC

nationals and/or PRC incorporated entities

ooooo0oO0ooOoO0oO0oobOO00oc000O0O0O0O00O0O0OO0OO0OOO0OOO
OooooOooO0ooOooOoooOooao

Fanchang Dianchi Water Treatment Co., Ltd* (0 00 OO OO0 ODOO),
a limited liability company incorporated in the PRC, a former wholly-owned
subsidiary of the Company and a third party independent of the Company and

aw ép B ® 2028=£-5

11



CHAPTER THREE DEFINITIONS
oo oOd

“H Share(s)”

oHOO a0

“HK$” or “Hong Kong dollars” or

“HK dollars”

oooo O

“Hong Kong Stock Exchange” or
“Stock Exchange”

ooooocoOoooocooo O

“Hongyu Thermal Power” or
“Thermal Power Project”

gooooooooocooo O
“KADI”
ooOoooooooo O

“Kunming Bus”

opoooo a0

overseas listed foreign shares in the share capital of the Company with a
nominal value of RMB1.00 each, which are subscribed for and traded in HK
dollars and are listed on the Hong Kong Stock Exchange

gooboODoOoOoO0ooobOOOoio0o00O0ODOOOOOODOOOOOO
oooooOooOoOoooOoad

Hong Kong dollars, the lawful currency of Hong Kong

oooooooano

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

oooooOooOoOoOOcCOoOOoOooooOooOoOOOCOCOOOoOoooooan

Liuyang Hongyu Thermal Power Co., Ltd.* (0 O O O O O O O 0O O O),
a limited liability company incorporated in the PRC, a former wholly-owned
subsidiary of the Company and a third party independent of the Company and
its connected persons as at the Latest Practicable Date

ooooocoooOOocobOOoOoOOOcOoOoOOCcOoOoODbOOoOoOoOooan
goooocoboooOooOocoOooOooOoOooocoooOoDoOOoOoooOobOooOoooan
oo

Kunming Agricultural Development Investment Co., Ltd.* (O O O 0O O O O
0 0000), alimited liability company incorporated in the PRC on 29 June
2009, which is owned as to approximately 90% by Kunming SASAC, and is not
a connected person as defined in the Listing Rules

O0bODoOoO0oo0ODbODO0oOoO0bOOooonozoooded2e00O0O0O0ooonOan
O0DOoOooODOoDODOoOoO0DODOoOO0oO0oDoeoOooooooooooan
oo

Kunming Bus Group Co., Ltd* (0 O OO0 OO 0O O O O 0O O), formerly known
as Kunming Bus Corporation, a wholly state-owned limited liability company
incorporated in the PRC on 11 March 1982, which is directly owned as to 95%
by Kunming SASAC, and is not a connected person as defined in the Listing
Rules

I o o N R e R 4
0301100000co0O000O0O0O0O0O0O0OOCOOOODODODODOOOO
9%5%00 0000000000000
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CHAPTER THREE DEFINITIONS
oo oo

“Kunming Construction” Kunming Municipal Urban Construction Investment & Development Co., Ltd.*
(0 0000000000000 0),alimited liability company incorporated
in the PRC on 15 May 1997, which is directly owned as to approximately 84%
by Kunming SASAC, and is not a connected person as defined in the Listing

Rules

oooooo O O00O000DO0OO0OoOO0O0O0OO0OO0DOOOOO19970501500000000
0000000 O0o0ooOO0oUooOOoDUooOUODOoDOoOodOoOooooooo
opooooao

“Kunming Dianchi Investment” Kunming Dianchi Investment Co., Ltd* (0 O 0 O 0O 0O 0 000 O0O) a

company established in Yunnan Province, the PRC with limited liability on 13
October 2004, which is the Controlling Shareholder

gooocoogo O 00000000000 00000D02004010013000000000
oooooOooODOOoOoOoooOoan

“Kunming DIG” Kunming Development Investment Group Co., Ltd* (0D O OO0 O OO0 0O0OO
0 O), a wholly-state-owned company with limited liability incorporated in the

aw ép B ® 2028=£-5 i3



CHAPTER THREE DEFINITIONS
oo oOd

“Latest Practicable Date”

goooopDoo O
“Listing”
goog O

“Listing Rules” or “Hong Kong
Listing Rules”

opbDooOOO0oooooooOooOooo a0

“Nomination Committee”

goooooo O

“Non-competition Agreement”

oooooOOoOoooo O
“Prospectus”
ocoooooo O

“Qujing Dianchi Water” or
“Quijing Project”

oooooOOoOOobOoooooOooo 0

“Remuneration and Appraisal
Committee”

oooooo0oOoooo O

12 April 2024, being the latest practicable date for the inclusion of certain
information and data in this annual report prior to its publication

2024040 120000000000 000DO0O0OOODOOOODOOO
oo

Listing of the H Shares on the Hong Kong Stock Exchange

HOOOOODOOOO

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

gooooooODOOOCOOOOOOO0ObOOoOooooooDbDDOOO

the Nomination Committee of the Company

ooooooOooo

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

O0o00O00000000002016040250000000000

the prospectus of the Company dated 24 March 2017 in relation to the initial
public offering and the Listing of H Shares on the Stock Exchange

0002017030240 000000000HO000DO0O0O0O0DOOO0OO
ooao

Quijing Dianchi Water Treatment Co., Ltd.* (0 O O 0O 0O O 0O O O O), a limited
liability company incorporated in the PRC, a former wholly-owned subsidiary of
the Company and a third party independent of the Company and its connected
persons as at the Latest Practicable Date

goooooooDbDoO0oOoOooDoDoOOoOO0oOooDODoOOoOooobDoooonon
gooooooooobOoOOoO0oOopDOoOooO0oooooOoooDbDoooono

O

the Remuneration and Appraisal Committee of the Company

ooooooDoOooooog
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CHAPTER THREE DEFINITIONS
goo oo

“Reporting Period”
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CHAPTER THREE DEFINITIONS
oo oOd

“Yiliang Dianchi Water”

goooooao O

“Zhaotong Dianchi Water”

oooooooao O

Yiliang Guorun Water Treatment Co., Ltd.* (0 O O 0O 0O O O O O O) (formerly
known as Yiliang Dianchi Water Treatment Co., Ltd* (0 0 0O O 0O 0O 0O O
0 0)), a limited liability company incorporated in the PRC and a former
wholly-owned subsidiary of the Company. During the Reporting Period, the
Company disposed of its 80% equity interests. As at the Latest Practicable
Date, it was an associate of the Company

ooooODoOocoooOmoobooocooooooo@moooooooan
ooooOooooobOooOoOooOoOooOoooOoDoooooOooooooan
ooos»woooooooooooooboooooooooao

Zhaotong Guorun Water Treatment Co., Ltd.* (DO OO OOOODOO)
(formerly known as Zhaotong Dianchi Water Treatment Co., Ltd.* (O 0O O O
0 00000)), alimited liability company incorporated in the PRC and a
former wholly-owned subsidiary of the Company. During the Reporting Period,
the Company disposed of its 80% equity interests. As at the Latest Practicable
Date, it was an associate of the Company

oooooooooboOooooOOoOoOooOoOOoOOO0O@mMOoOooooOooOonoan
gooo0oocoooOooOooOooOoOoOoOocO0oOoOOoOOOoOooOobOOoOoOooan
o008 ODoOOoOooooOO0DOoooooOoooODOO0oooDaO
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“BOO”

0BOOUO

“BOT”

0BOTO

«BT”

OBTO

“CAGR”

oooocoooo

CHAPTER FOUR GLOSSARY OF TECHNICAL TERMS
oo 0o0o0ao

Build-Own-Operate, a project model in which an enterprise undertakes the
financing, design, construction of wastewater treatment or water supply
facilities, which are owned by the enterprise, and has the right to operate such
facilities in the concession period, during which the enterprise can charge
service fees based on the supplied treated wastewater or tap water to cover its
costs of investment, operation and maintenance and obtain reasonable returns,
according to the concession agreement entered into by the enterprise and the
government

gooooobOooobOoOOoOooDOO0obOOoOoooDoOooOoooboooooonon
gooooO0oOooooOoOoOoooDOoOoOoOOobooOOOoOooOoDbDbOOooonon
oooooooobooooooOooOoOoOooOooOoOoOoOoooOooOoOoooan
goooocoooOoOCcooooOoOoOoOoOoocOooOCcoOoOobOobOooOoooan
oooooooao

Build-Operate-Transfer, a project model whereby, pursuant to a concession
agreement entered into by an enterprise and the government, the government
grants to the enterprise the rights to undertake the financing, design,
construction, operation and maintenance of wastewater treatment or water
supply facilities in a concession period, during which the enterprise can charge
service fees based on the supplied treated wastewater or water to cover its
costs of investment, operation and maintenance and obtain reasonable returns
while, upon the expiration of the concession period, the relevant facilities will
be transferred back to the government at nil consideration

gobooo0oobOoOOooOoOOOoOoOOoOooOoODbODOOOOOOOOooOooan
goobooboboocoooobObOoOooOooooOoboOOoOocOoOoooOooODOOoOoOon
gooocoooooooOooooocooooooDoDoooooooooan
oo0ooDoOoO0o0ooODOOoOOoDOOoO0ODODOOO0O0OoODODOoOOoOOoODODOoOoOo0Oo0an
Ooo0ooo0ooooODoODDOOoODbOOOoOO0O0o

Build and Transfer, a project model whereby an enterprise undertakes the
financing, design and construction of a facility for the proprietor for certain fees

to be paid during and upon the completion of the construction

goooooooOooOoOooOoOoOoOooOobODOoOoDOoOOoOoOoOOoOooOooon
goooo0ooooODOOOOO0OO0oOooooooDbDDOOoODbDD

compound annual growth rate, which is the annual growth rate over a specified
period of time longer than one year

oooooOoODoOODOoOCOoOoOoooOooOoooOOOOoOOn

U O -l =E e =SS 20 28smlm -~

17



18

CHAPTER FOUR GLOSSARY OF TECHNICAL TERMS

od oogb

“COD”

0cobd

“pre-trial operation”

opopooooo

“TOO”

gToono

Chemical Oxygen Demand, the corresponding mass concentration of oxygen
for the amount of oxidant consumed when strong oxidant is used to deal with a
given water sample and is measured with mg/L. It has different ways according
to the oxidising agent, such as potassium permanganate (expressed as COD,
also known as CODmn) and potassium dichromate (expressed as CODcr)

oooobOobooOOOocOoOoOoOoooooooObOOoCcOoOoooooooaon
ooooOCocoOOooOOoO0ooooO0oobOocOoOooOooOOobOOoOoDbOOoOoO0OonOcobn
go0oo0oo0ocobmnO0 0000000 CODerO 00O

a stage in the project construction process as prescribed by the PRC
government in accordance with the Provisions on Municipal Projects Design
Budget Estimate Making (Jian Biao [2011] No. 1) issued by the Ministry of
Housing and Urban-Rural Development where a facility under construction
is tested for its operational functionality and further developed to qualify for
regulatory approvals and enter commercial operation

goooODoOoO0O0ooDOOoOOoO0oOooODOOoooooooooooomao
O[zoiiic00oO0O0OOO0OO0OOO0DDODOOOOOO0ODODOODOOOO
ooooooOOoOO0OCOoOoOOoooooOoObODbOOOOOn

Transfer-Own-Operate, a project model whereby an enterprise purchases
completed wastewater treatment or water supply facilities from the government
and undertakes the operation of such facilities owned by the enterprise in
the concession period, during which the enterprise can charge service fees
based on the supplied treated wastewater or tap water to cover its costs
of investment, operation and maintenance and obtain reasonable returns
according to the concession agreement entered into by the enterprise and the
government

goooooooboooOoOoOOoOOoOoDOoOooOoOoDDOOOOOOOoOoao
gooooooooO0oOooDoOoOoU0ooOooOOoO0oOoDODODO0oO0oDOoOoOoOoobooOoo
gboocooooocooOooooOobOooCcOobOOoO0OoOoOoOOocOobOOoOoOoOonn
oooooOooOoOoO0OCcOoOoOoOoooooOooOoODOOCOOOoOoOoooao
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“TOoT”

oToTOd

“utilisation rate”

goooo

“wastewater treatment”

gooooo

CHAPTER FOUR GLOSSARY OF TECHNICAL TERMS
oo oo

Transfer-Operate-Transfer, a project model whereby, pursuant to a concession
agreement entered into by an enterprise and the government, the government
grants to the enterprise the property rights or operation rights of constructed
wastewater treatment or water supply facilities in the concession period,
during which the enterprise can charge service fees based on the supplied
treated wastewater or tap water to cover its costs of investment, operation
and maintenance and obtain reasonable returns while, upon the expiration
of the concession period, the relevant facilities will be transferred back to the
government at nil consideration

goooooobobOooOoOOoO0oOoDbDOoOooOooOobDDDOObOOOoOoOoooao
ooooooOooOOO0OCOOoO0oOoooooOobOOOOcOOoOOoOooooooan
goooocOoooooOoOoOoOoDbOOoOoO0oOOOOOoOoObOOoOoOooOoan
goooooooO0obOoocOobOocOooOoODOoOobOoOoOoOoOoOoOooOooOOoOoan
ooooooooOoOOoOOoOoOooooao

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

ooooo0oo0ooO0oo0ooU0ooU0ooOooUooOooDUOoOoOOo

use of physical, chemical and biological methods to remove pollutants from
wastewater or to turn pollutants into innoxious substances so that wastewater
can reach the standards allowing for it to be discharged into a water body or

reused

goooocoooOoOCcooooOoOoOoOoOooOoOOcOobOOoODOCOOOoOOoan
gooooOooOOOCOoOoOoooooOooOobODbOOOOOOao
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CHAPTER FIVE  SUMMARY OF OPERATING AND FINANCIAL DATA
oo Ooooooood

The following table sets out our key operating and financialdataforthe 000000000000 O0OOOOCOOOOO
periods or as of the dates indicated: ogoo

SUMMARY OF OPERATING DATA ggoooogd

As at 31 December

0 120 310
2023 2022 2021 2020 2019
20230 20220 20210 20200 20190
Capacity (000 m® per day) Owooooooo
Wastewater treatment goooao 2,001 2,031 2,043 1,970 1,830
Reclaimed water supply gooooano 329 237 233 213 52
Running water supply ooooano 80 131 131 131 116
For the year ended 31 December
00120310000
2023 2022 2021 2020 2019
20230 20220 20210 20200 20190
Volume oooooo
("000 m?® per period indicated) ooooo
Wastewater treatment oooo 719,890 718,924 706,078 657,499 622,842
Reclaimed water supply ooooo 100,529 56,588 54,422 31,177 11,736
Running water supply ooooo 16,462 17,231 17,116 14,863 14,801
For the year ended 31 December
00120310000
2023 2022 2021 2020 2019
20230 20220 20210 20200 20190
Utilisation Rate ooad
Wastewater treatment oooao 98.6% 97.4% 96.3% 92.0% 93.7%
Reclaimed water supply ooooao 83.8% 65.5% 64.0% 53.4% 61.8%
Running water supply ooooao 42.0% 36.5% 35.8% 31.9% 35.0%
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CHAPTER FIVE  SUMMARY OF OPERATING AND FINANCIAL DATA
gbd oboogoobdoad

SUMMARY OF OPERATING RESULTS BY SEGMENT OO 0OOOOODO

For the year ended 31 December
00120310000
2023 2022 2021 2020 2019
20230 20220 20210 20200 20190
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ooooo o ooogoo ogoooo ooooo oooood

Wastewater treatment oooaod
— Revenue ooo 1,233,095 1,298,089 1,370,283 1,276,466 1,213,810
— Gross profit ooo 580,581 627,062 610,365 558,256 514,145
— Gross profit margin gooo 47.1% 48.3% 44.5% 43.7% 42.4%
Water supply ooao
— Revenue ooo 129,440 101,234 191,534 260,986 304,857
— Gross profit gooo 63,841 40,997 49,812 53,420 57,622
— Gross profit margin gooo 49.3% 40.5% 26.0% 20.5% 18.9%
Others oo
— Revenue ooo 444,953 666,540 755,921 381,971 314,875
— Gross profit ooo 153,818 189,212 64,605 67,501 66,157

— Gross profit margin gooo 34.6% 28.4% 8.5% 17.7% 21.0%




CHAPTER FIVE  SUMMARY OF OPERATING AND FINANCIAL DATA
od gbdoooboobdoad

SUMMARY OF CONSOLIDATED STATEMENTS OF 0OO0OODOODOODOO
COMPREHENSIVE INCOME

Year ended 31 December
00120310000
2023 2022 2021 2020 2019
20230 20220 20210 20200 20190
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ooooo o ooooo ogoooo ooooo oooood

Revenue oo 1,807,488 2,065,863 2,317,738 1,919,423 1,833,542
Operating profit goood 615,595 678,302 528,368 429,524 569,692
Profit before tax oooad 381,702 367,465 396,693 415,481 438,150
Income tax expense ooooao (63,975) (43,330) (57,142) (65,053) (68,072)
Profit for the year oooo 317,727 324,135 339,551 350,428 370,078
Other comprehensive income/ ooooooo

(loss) oooo 860 (1,049) (1,219) 13,290 871
Total comprehensive income oooooooao

for the year 318,587 323,086 338,332 363,718 370,949

SUMMARY OF CONSOLIDATED BALANCE SHEET gbobaobdoabd

As at 31 December

0120 310
2023 2022 2021 2020 2019
20230 20220 20210 20200 20190

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ooooo ooooo gooooo ooooo ooood

Assets od
Total assets gooad 12,063,850 11,702,204 12,067,938 10,496,492 9,576,255
Liabilities oad
Total liabilities oooao 7,086,546 7,044,613 7,632,127 6,224,065 5,481,834
Equity oo
Total equity gooad 4,977,304 4,657,591 4,435,811 4,272,427 4,094,421
Total equity and liabilities ooooooan 12,063,850 11,702,204 12,067,938 10,496,492 9,576,255
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS
oo O0obooooood

A. OPERATING ENVIRONMENT

In 2023, the global political and economic situation remained
turbulent, the economic recovery was sluggish, the major economies
continued the process of interest rate hikes, the global liquidity was
tightened, the interest rate pivot remained high, and the turbulence of
international financial market was intensified. In the past year, China’s
economy withstood external pressure, overcame internal difficulties,
adhered to the general keynote of seeking progress while maintaining
stability, fully, accurately and comprehensively implemented the
new development concept, and accelerated the construction of a
new development pattern. We comprehensively deepened reform
and opening up, strengthened macro regulation, expanded domestic
demand, optimised structure, and prevented and mitigated risks. The
basic trend of economic recovery and long-term improvement remained
unchanged.

The year 2023 marks the start of fully implementing the spirit of the
20th National Congress of the Communist Party of the PRC and is
also a critical year for the continuous implementation of the “14th
Five-Year Plan”. Accelerating the green transformation of the economy
and society, collaboratively promoting high-quality development of
the economy and high-level protection of the ecological environment,
insisting on comprehensive, systematic and source governance of
the ecological environment, promoting the continuous improvement
of the quality of the ecological environment, insisting on focusing
on precise, scientific, legal and systematic pollution control, as well
as deepening the battle of pollution prevention and control shall be
China’s development direction of continuously improving the quality of
the environment. In 2023, the state and local governments continued
to strengthen support for the environmental protection industry, of
which RMB25.7 billion was allocated as the fund of water pollution
prevention and control by the central government and RMB17.2 billion
was allocated as the fund of key ecological protection, restoration
and governance, in order to continue to support the development
of national land greening actions and the protection and restoration
of ecosystems such as forests, grasslands, wetlands and oceans.
In terms of policies, the State convened the National Conference

aw &ép .B ®
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

od obooogobd

1. Overview of Wastewater Treatment Industry

Sewage treatment is an important part of the environmental protection
field and an important industry related to social development. Since the
“14th Five-Year Plan”, with the PRC government actively introducing
relevant supporting policies and regulations, actively introducing
market mechanisms and increasing investment, wastewater treatment
capacity has grown rapidly, and a wastewater treatment pattern of
“integrated plant and network, treating water and soil concurrently, and
recycling” has been established gradually. Especially since 2023, the
Ministry of Finance and the Ministry of Ecology and Environment jointly
initiated the pilot work of black and odorous water body treatment
in rural areas in 2023, which further clarified the key points and
requirements of the treatment. The development space of the sewage
treatment industry has been further released.

In recent years, with the improvement of environmental protection
industry standards and the increase in electricity prices, raw material
prices, labor costs and construction costs, the sewage treatment
industry’s operating pressure also gradually increased, forcing the
industry to change. In the future, the enterprises which take the lead
in realising digitalization, intelligence and professionalization are
expected to gain a dominant position in the fierce market. At the same
time, with the continuous improvement of social requirements for the
water environment, a large number of sewage treatment plants need
to be upgraded and transformed, which also brings new development
space for the overall technological progress of China’s sewage
treatment industry.

1. obooooooo
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS
gbd obdaoodgobad

2. Overview of Reclaimed Water Industry

China is a country with a shortage of water resources, and the
comprehensive utilisation of reclaimed water provides a practical path
to alleviate water resources. With the state promoting development of
reclaimed water successively, presently the work of urban wastewater
recycling has been fully launched, the state and local governments
have launched the relevant scientific research and engineering
practices to encourage the construction of a regional reclaimed
water recycling system. The “Guiding Opinions on Strengthening the
Allocation and Utilisation of Unconventional Water Sources”, issued
in July 2023, proposed that by 2025, the national utilisation volume of
unconventional water sources would exceed 17 billion cubic meters
and the utilisation rate of reclaimed water in water-scarce cities at
prefecture level and above would reach more than 25%. Reclaimed
water, which can be used as the second water source for cities and the
first water source for the industry, can largely alleviate the problem of
insufficient natural water resources. The utilisation of reclaimed water
has significant benefits, is technically feasible, is supported by policy
guarantee and operational experience, has realistic and long-term
significance in terms of economic, social and environmental benefits,
and has huge development potential and market space.
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

gbod oboogobogbd

3. Overview of Municipal Water Supply Industry

All along, the water supply industry is one of the most important
industries related to the national economy and people’s livelihood.
With the progress of urban and rural water supply integration, the
water supply industry is mainly concentrated in the field of municipal
water supply. In recent years, China has introduced a series of policies
to promote the market-oriented reform of the water supply industry.
The separation of government and enterprises and the entry of private
capital further activated the market vitality of the water supply industry,
and the increase in the demand for water also continued to promote
the growth of the integrated production capacity of urban water supply
and the length of water supply pipelines in China, which facilitated the
development of the water supply industry.

On 25 May 2023, the Central Committee of Communist Party of China,
the State Council issued the “Outline of the National Water Network
Construction Plan”, proposing to improve the system and mechanism,
and clearly stating that we shall accelerate the reform of the water
supply price of the water network, innovation and improve the price
formation mechanism combining water supply for public welfare and
water supply for operation, make every effort to open up the “last
kilometer” of the water network, speed up promoting the reformation
of water networks of cities and counties and rural water supply,
and promote healthy operation. In the future, with the continuous
improvement of the municipal water supply price mechanism, market
incentive mechanism and market-based trading mechanism for
water rights, and the in-depth implementation of policies such as the
“Measures for the Management of Urban Water Supply Prices” and
the “Measures for the Suerylflop-aqd Examlnatlon of Pncmg Costs
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS
gbd obdaoodgobad

B. DEVELOPMENT STRATEGY AND FUTURE
PROSPECTS

Looking ahead to 2024, despite the rising complexity, severity and
uncertainty of the external environment, and the difficulties and
challenges of economic development, China’'s economy has good
momentum, strong resilience, full vitality, abundant dividends and wide
space, faces more opportunities than challenges, and has stronger
favorable conditions than unfavorable factors. China’s economy is
expected to continuously rebound and improve in 2024.

The year of 2024 is an important year to promote the construction of
Beautiful China. Guided by the important strategic plans such as the
“High Quality Development of the Yangtze River Economic Belt"* (O
00000 00O0O0a0), “National Development Plan for the Resource
Utilisation
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

od obooogobd

C. BUSINESS REVIEW

The Group principally adopts the TOO, TOT and BOT project models,
with a focus on the TOO model. For the year ended 31 December
2023, our TOO projects contributed to 52.6% of our total revenue.
Our TOT and BOT projects contributed to 17.9% of our total revenue,
and we also adopt the BOO and BT project models for some of our
projects.

For the TOO and TOT models, we acquire concessions to operate
existing facilities at agreed prices from the relevant local governments.
For the BOT model, we finance, construct and operate relevant
facilities. After the expiration of the relevant concessions, we either
obtained new concessions from or transferred the relevant facilities
back to the relevant local governments, depending on the project type.
As of 31 December 2023, we had a total of 44 plants (39 wastewater
treatment plants and 5 running water plants) under concession
agreements. Among the 44 plants in operation, 14 were TOO projects,
18 were TOT projects, 10 were BOT projects and 2 were BOO projects.

During the Reporting Period, the utilisation rate of our facilities was
maintained at a high level. For the year ended 31 December 2023, the
total volume of wastewater treated was approximately 719.9 million m?
with an average facility utilisation rate of approximately 98.6%.

Wastewater Treatment Projects

As of 31 December 2023, we had a total of 39 wastewater treatment
plants in operation (including 14 in Kunming and 25 in other areas of
the PRC), with a total wastewater treatment capacity of 2.0 million m?
per day. With our technologically advanced facilities, independently
developed patents and strong management skills, we have been able
to maintain low costs while providing high quality wastewater treatment
services. The Company’s wastewater treatment plants in operation
adopt a variety of processes such as oxidation ditch, A2/0O, ICEAS,
MBR, CAST and SBR. The Company’s core competitiveness in the
wastewater treatment industry is its extensive and comprehensive
operational management experience and technical management team.

During the Reporting Period, we newly signed the Concession
Agreement for the Kunming Shilin County Township Water Environment
Improvement Project (Phase 1), and obtained 30-year concession rights
for each sub-project under the agreement. In addition, we have been
entrusted to operate and manage rural domestic sewage collection and
treatment facilities in 887 villages, covering 12 towns.
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

Reclaimed Water Business

We carried out the reclaimed water business by relying on our own
sewage treatment plants that provide entrusted operation services.
As of 31 December 2023, we had 12 reclaimed water stations and
2 second-stage booster pump stations. Meanwhile, we provided
entrusted operation services for 5 reclaimed water stations/booster
pump stations, with a total designed daily production capacity of
reclaimed water facilities of 329,000 mé. Customers of our reclaimed
water include commercial and industrial establishments, enterprises
and public institutions and other entities in Kunming. During the
Reporting Period, reclaimed water supply was 100.5 million m3.

During the Reporting Period, our reclaimed water supply maintained a
significant growth, primarily due to the increase in the supply of river
water replenishment during the Reporting Period. The Company has
wastewater treatment plants in a number of regions across the country,
which lay a solid foundation for the future development of our reclaimed
water business in those regions, and we will continue to promote the
development of our reclaimed water business in accordance with local
policies and market demand and supply conditions.

Running Water Business

For our running water business, as of 31 December 2023, we had
5 running water plants in the PRC. During the Reporting Period,
the supply of running water amounted to 16.462 million m?, and the
qguality of water supplied met the requirements of the “Standards
for Drinking Water Quality GB5749-2022™ 0 0 0 0 O O O O O O
GB5749-2022[).
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS
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D. MAJOR RISKS

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

Capital-intensive characteristics of the industry

We are engaged in wastewater treatment, reclaimed water supply
and running water supply projects, which typically require significant
initial cash outlays and have long payback periods. On average, the
investment payback periods for our projects range from five to ten
years. If we fail to obtain financing or refinancing for such projects in
the amounts required, we may need to finance these projects from our
internal resources, which may strain our resources for other corporate
purposes. Additionally, we may fail to properly perform our obligations
in respect of these projects as a result of a funding shortage, which
may lead to a reduction in our returns and may even lead to the loss of
our initial capital investments.

We are required to make substantial capital investments during
the initial phases of our projects. These investments are primarily
dependent on the funds we raised from our global offering, bank loans,
corporate bonds and other means of financing. For the year ended 31
December 2023, our total borrowings amounted to RMB5,272.1 million,
representing a decrease of 10.2% from RMB5,869.1 million in 2022.
As of 31 December 2023, our net gearing ratio, calculated as net debt
divided by total capital, was 50.3%.

We expect to continue to utilise bank loans, corporate bonds and a
diverse combination of financing facilities to finance a portion of our
investments in our projects. The interest rate of bank loans is mainly
affected by the quoted market rate of RMB loans issued by the National
Interbank Funding Center each month. Increase in interest rates may
increase our total interest expenses on RMB borrowings. The financing
efficiency and financing cost of corporate bonds and other financing
instruments are affected by factors such as the economic environment,
financing market conditions and the Company’s own operating
conditions. Changes in relevant factors may affect the Company’s
financing efficiency and financing costs.
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

od obooogobd

E. FINANCIAL REVIEW
1. Consolidated Results of Operations

Our revenue decreased by RMB258.4 million, or 12.5%, to
RMB1,807.5 million for the year ended 31 December 2023, from
RMB2,065.9 million for the year ended 31 December 2022. Gross
profits decreased by RMB59.1 million, or 6.9%, to RMB798.2 million for
the year ended 31 December 2023, from RMB857.3 million for the year
ended 31 December 2022. During the Reporting Period, revenue from
wastewater treatment services, reclaimed water and running water
supply and other segments accounted for 68.2%, 7.2% and 24.6% of
the total revenue, respectively.
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The following discussion addresses the principal trends that have
affected our results of operations during the Reporting Period. The

CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

following table sets out our consolidated results of operations for the

periods indicated:

gbd obdaoodgobad

ooooO0OO0o0oOooooObOOOoooocoobooOooo
ooooooooOoOoocOoooooo

For the year ended 31 December
00120310000

2023 2022
20230 20220
RMB’000 RMB’000
ooooo ooooo
Revenue oad 1,807,488 2,065,863
Cost of sales oooag (1,009,248) (1,208,592)
Gross profit oo 798,240 857,271
Selling expenses oooag (2,326) (4,339)
Administrative expenses oooag (111,878) (121,307)
Research and development expenses ocooo - (542)
Impairment loss on investment in an associate opoDoooooo (55) (5,576)
Net impairment losses on financial assets oooooooooo (110,033) (114,486)
Other income ocooo 45,508 68,171
Other losses oooag (3,861) (890)
Operating profit goooag 615,595 678,302
Finance income oooao 39,172 39,338
Finance costs gooad (273,065) (349,484)
Finance costs — net ocoooooao (233,893) (310,146)
Share of results of associates goooooooooo - (691)
Profit before tax ocooo 381,702 367,465
Income tax ood (63,975) (43,330)
Profit for the year ocooo 317,727 324,135
Other comprehensive income oooooao 860 (1,049)
Total comprehensive income for the year oooooooao 318,587 323,086
aw ép .B ® 2028-E5
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

od obooogobd

a. Revenue

Our revenue decreased by RMB258.4 million, or 12.5%, to RMB1,807.5
million for the year ended 31 December 2023 from RMB2,065.9 million
for the year ended 31 December 2022, primarily due to:

. Our revenue from wastewater treatment business decreased
by RMB65.0 million or 5.0% from RMB1,298.1 million for the
year ended 31 December 2022 to RMB1,233.1 million for
the year ended 31 December 2023. In particular, wastewater
treatment operating income decreased by RMB70.1 million,
which was mainly due to the completion of the disposal of
Fanchang Dianchi Water and Qujing Dianchi Water in the
previous year and in September this year, respectively; the
construction income decreased by approximately RMB25.6
million, which was mainly due to the decrease in wastewater
treatment construction projects in 2023, and further decrease
in investment in existing projects as compared to 2022 as such
projects gradually entered the final stage of construction; and
the increase in finance income of approximately RMB30.7
million.

. Our revenue from water supply segment increased by RMB28.2
million or 27.9% from RMB101.2 million for the year ended 31
December 2022 to RMB129.4 million for the year ended 31
December 2023. In particular, water supply operating income
increased by approximately RMB42.3 million, which was mainly
due to the increase in the volume of water supply of water
supply operation services; the construction income decreased
by approximately RMB22.3 million, which was mainly due to the
decrease in new reclaimed water supply and fresh water supply
construction projects in 2023, and decrease in investment
in existing projects as compared to 2022 as such projects
gradually entered the final stage of construction; and the
increase in finance income of approximately RMB8.2 million.
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

. Our revenue from other segments decreased by RMB221.5
million or 33.2% from RMB666.5 million for the year ended 31
December 2022 to RMB445.0 million for the year ended 31
December 2023. The management service income decreased
by approximately RMB155.7 million resulting from the decrease
in water treatment volume due to the disposal of water plants
by the entrusting party of operation and management business
provided by the Company in 2023; the construction income
decreased by approximately RMB60.9 million resulting from
the decrease in investment in existing projects such as the
Kunming Domestic Waste Sanitary Landfill Construction Project
as compared to 2022. The gas and thermal supply increased
during the year, resulting in an increase of approximately
RMB7.7 million in relevant income.

b. Cost of sales

Our cost of sales decreased by RMB199.4 million, or 16.5%, to
RMB1,009.2 million for the year ended 31 December 2023, from
RMB1,208.6 million for the year ended 31 December 2022. Details are
as follows:

. Our cost of sales for wastewater treatment segment decreased
by RMB18.5 million, or 2.8%, to RMB652.5 million for the year
ended 31 December 2023, from RMB671.0 million for the year
ended 31 December 2022.

. Our cost of sales for water supply segment increased by
RMB5.4 million, or 9.0%, to RMB65.6 million for the year ended
31 December 2023, from RMB60.2 million for the year ended
31 December 2022.

. Our cost of sales for other segments decreased by RMB186.2
million, or 39.0%, to RMB291.1 million for the year ended 31
December 2023, from RMB477.3 million for the year ended
31 December 2022. In particular, due to the disposal of water
plants by the entrusting party, the entrusted management costs
decreased by approximately RMB175.6 million.
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

od obooogobd

C. Gross margin

Our gross profit decreased by RMB59.1 million, or 6.9%, to RMB798.2
million for the year ended 31 December 2023, from RMB857.3 million
for the year ended 31 December 2022, which was mainly due to
the decrease in gross profit from wastewater treatment segment of
RMB46.5 million, increase in gross profit from water supply segment of
RMB22.8 million and decrease in gross profit from other segments of
RMB35.4 million.

Our gross margin increased by 2.7 percentage points from 41.5% for
the year ended 31 December 2022 to 44.2% for the year ended 31
December 2023.

. Our gross profit from wastewater treatment segment decreased
by RMB46.5 million, or 7.4%, to RMB580.6 million for the year
ended 31 December 2023, from RMB627.1 million for the
year ended 31 December 2022. Our segment gross margin
decreased by 1.2 percentage points from 48.3% for the year
ended 31 December 2022 to 47.1% for the year ended 31
December 2023.

. Our gross profit from water supply segment increased by
RMB22.8 million, or 55.6%, to RMB63.8 million for the year
ended 31 December 2023, from RMB41.0 million for the
year ended 31 December 2022. Our segment gross margin
increased by 8.8 percentage points from 40.5% for the year
ended 31 December 2022 to 49.3% for the year ended 31
December 2023.

. Our gross profit from other segments decreased by RMB35.4
million, or 18.7%, to RMB153.8 million for the year ended 31
December 2023, from RMB189.2 million for the year ended 31
December 2022. Our segment gross margin increased by 6.2
percentage points from 28.4% for the year ended 31 December
2022 to 34.6% for the year ended 31 December 2023.
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

d. Selling expenses

Our selling expenses decreased by RMB2.0 million or 46.5% from
RMB4.3 million for the year ended 31 December 2022 to RMB2.3
million for the year ended 31 December 2023, which was mainly due
to the decrease in employee benefits and selling service fees for sales
personnel during the Reporting Period.

e. Administrative expenses

Administrative expenses decreased by RMB9.4 million, or 7.7%,
to RMB111.9 million for the year ended 31 December 2023, from
RMB121.3 million for the year ended 31 December 2022.

f. Research and development expenses

Research and development expenses decreased by RMBO0.5 million, or
100%, to RMB nil for the year ended 31 December 2023, from RMBO0.5
million for the year ended 31 December 2022, which was mainly due to
no research and development activities during the Reporting Period.

g. Net impairment losses on financial assets

Impairment losses on financial assets decreased by RMB4.5 million or
3.9% from RMB114.5 million for the year ended 31 December 2022 to
RMB110.0 million for the year ended 31 December 2023.

h. Other income

Our other income decreased from RMB68.2 million for the year
ended 31 December 2022 to RMB45.5 million for the year ended
31 December 2023, representing a decrease of RMB22.7 million or
33.3%, which was mainly due to the gain on disposal of RMB5.3 million
from the disposal of Qujing Dianchi Water and Hongyu Thermal Power
during the Reporting Period, which was far less than that of RMB19.9
million from the disposal of Fanchang Dianchi Water in the previous
Reporting Period.
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

od obooogobd

i. Other losses

Our other losses increased to RMB3.9 million for the year ended 31
December 2023, from RMBO0.9 million for the year ended 31 December
2022.

J. Operating profit

As a result of the foregoing factors, our operating profit decreased
by RMB62.7 million, or 9.2%, to RMB615.6 million for the year ended
31 December 2023, from RMB678.3 million for the year ended 31
December 2022. Our operating margins for the years ended 31
December 2023 and 31 December 2022 were 34.1% and 32.8%,
respectively.

K. Finance income

Our finance income decreased by RMBO0.1 million, or 0.3%, to
RMB39.2 million for the year ended 31 December 2023, from RMB39.3
million for the year ended 31 December 2022.

l. Finance costs

Our finance costs decreased by RMB76.4 million, or 21.9%, to
RMB273.1 million for the year ended 31 December 2023, from
RMB349.5 million for the year ended 31 December 2022, primarily
due to the exchange loss of RMB10.6 million from the foreign currency
borrowings of the Company due to change in foreign exchange in
2023, representing a decrease of RMB80.4 million from last year,
and the decrease of RMB12.4 million in fees for discounted bills and
entrusted loans.

m. Profit before income tax

As a result of the foregoing factors, our profit before income tax
increased by RMB14.2 million, or 3.9%, to RMB381.7 million for the
year ended 31 December 2023 from RMB367.5 million for the year
ended 31 December 2022.
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

n. Income tax expense

We incurred income tax expenses of RMB43.3 million for the year
ended 31 December 2022 and RMB64.0 million for the year ended
31 December 2023 at effective tax rates of 11.8% and 16.8%,
respectively. Certain subsidiaries were eligible for the preferential
corporate income tax rate for small and micro-profit enterprises and
certain subsidiaries were eligible for the preferential 15% corporate
income tax rate under the “Western Development Policy” during
the year. In addition, certain newly upgraded wastewater treatment
facilities owned by certain PRC subsidiaries meet the criteria provided
in the catalogue for public basic infrastructure projects qualified for
corporate income tax preferential treatments and are entitled to three
years’ exemption from corporate income tax followed by three years of
a 50% tax reduction on relevant taxable income derived from such new
projects, and certain PRC subsidiaries used resources specified in the
catalogue of resources comprehensive utilisation projects eligible for
preferential corporate income tax rate and 10% of the income of such
subsidiaries was not subject to corporate income tax.

0. Total comprehensive income

As a result of the foregoing factors, our total comprehensive income
decreased by RMB4.5 million, or 1.4%, to RMB318.6 million for the
year ended 31 December 2023 from RMB323.1 million for the year
ended 31 December 2022.
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

od obooogobd

2. Liquidity and Capital Resources

Our primary uses of cash are for investing in, constructing, operating
and maintaining our wastewater treatment and water supply facilities.
To date, we have funded our investments and operations principally
with bank loans, cash generated from our operations, equity
contributions and issuance of debt instruments.

The following table sets out our cash flows for the years indicated:

2. gboooobooao
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For the year ended 31 December
00120310000

2023 2022
20230 20220
RMB’000 RMB’000
ooooo ooooo
Net cash from (used in) operating activities 0o0o0ooomoooo oo
oo 220,948 (302,629)
Net cash from (used in) investing activities Oo0oooooogooo
oooo 303,830 (96,537)
Net cash used in financing activities ocoooooo
oooo (480,552) (973,537)
Net increase (decrease) in cash and cash oo0oooooan
equivalents O0ooooo 44,226 (1,372,703)
Effect of change in foreign exchange rates oooooao (1,632) (149)
Cash and cash equivalents at the beginningofthe 0 O 0 0O 0 O O 0O
Reporting Period ooooao 131,494 1,504,346
Cash and cash equivalents at the end of oooooooao
the Reporting Period gooooao 174,088 131,494
a. Net cash from (used in) operating activities a ooooooooooooood
our net cash from (used in) operating activities primarily consists of 0000000000000 00O00000O00
cash received from our clients for services provided by us which net oooooooooooooooooooodd
of used cash in our operations for the purchase of raw materials and oooooooooooooooooooodd
other inventories, payments to suppliers and subcontractors, payments D00 000000000000000000
ooooo

of expenses such as salaries and benefits, and payments of interest
and income tax.

2023 Annual Report Kunming Dianchi Water Treatment Co., Ltd.






CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS
oo ougbooddd

3. Working Capital 3. gooo

The table below presents our current assets and current liabilitesasof 000000 O0O0OCOO0OOOOOOOOOOO

the dates indicated: oooo
As at 31 December
0120 310
2023 2022
20230 20220
RMB’000 RMB’000
ooooo ooooo
Current assets goooad
Receivables under service concession ooooooooadad
arrangements goog 30,682 44,128
Amounts due from customers for ooooooooag
construction contracts 27,116 35,602
Inventories oo 7,570 21,890
Financial assets at amortised cost oooooooooooao 179,800 240,000
Trade and other receivables oooooooooao 4,437,299 3,676,339
Cash and bank balances ooooooao 174,088 131,494
Restricted funds ogooooad 54,865 181,194
Total current assets oooooo 4,911,420 4,330,647
Current liabilities oooa
Trade and other payables ooDoooooooao 1,380,081 806,410
Contract liabilities oooag 7,163 6,839
Tax payables oooaog 142,462 79,431
Borrowings oo 3,266,653 3,346,394
Total current liabilities oooooao 4,796,359 4,239,074
Net current assets ooooDoo 115,061 91,573

We recorded net current assets of RMB115.1 million as at 31 0020230 120 310 0 20220 12031000 0O 0O 0O
December 2023 and net current assets of RMB91.6 millionasat31 000000000000 11510000000
December 2022. 91.60 000
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CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

a. Receivables under service concession arrangements

Our receivables under service concession arrangements refer to the
outstanding receivables arising from our construction services (for BOT
projects) or acquisition considerations (for TOT projects) throughout a
concession period. Under our BOT and TOT agreements, the amounts
of receivables under service concession arrangements will be settled
by tariff payments to be received during the operation phases of our
BOT and TOT projects (adjusted by operation services and finance
income). The portion of the receivables under service concession
arrangements due within twelve months from a particular balance
sheet date are classified as current assets as at that balance sheet
date and the remainder is classified as non-current assets.

Our receivables under service concession arrangements decreased
by RMB13.4 million or 30.4% from RMB44.1 million on 31 December
2022 to RMB30.7 million on 31 December 2023, primarily due to the
decrease in receivables under service concession arrangements which
expire within one year.

b. Inventories

Our total inventory balance decreased by RMB14.3 million, or 65.3%,
to RMB7.6 million as of 31 December 2023 from RMB21.9 million as
of 31 December 2022, which was mainly due to the decrease in coal
deposit resulting from the disposal of Hongyu Thermal Power.

Our inventory turnover days decreased from 5.8 days on 31 December
2022 to 5.3 days on 31 December 2023 (calculated as the average
inventories for the relevant year divided by the cost of sales recognised
for the relevant year, multiplied by 365 days. The arithmetic mean of
the opening and closing balances of inventories is used for the years
ended 31 December 2022 and 2023).

gbd obdaoodgobad

ooocooooooboOoooobooooboooan

ooooooDOOoOoOoOoBOTOOOOOODODODODO
goToToOODOOCOOOOOOOODDOOOOO
gosoTOTOTOOOOOCOOOOODOOODO
oooooosoTOTOTOOOODOOODOO
oboooboooocoOooboOooooobooon
oooooODooooobooooooboooooan
oooooOooOooobDOoooobooooan
ooDooOO0ooOO0oOoOOoOOoDbDOoOooOooobooDO
oooooo

OoOoo0oo0oooad

ooooooOooooOooooonaoanz20220 12
0310000044100 00000013400
0 030.4%020230 120310 00003070000
oooooooOooOoOoOOOocOoOoOooooooao
ooooao

0o0o0000O00O0b00202201203100000
2190 0000000143000 065.3%0 2023
01203100000v760000000000O0
ooooooooooooo

O0000000002022012031005.800
00202301203100530000000000
oOoooO0OO0OO0OO0OO0OOO0O0ODOO0O0O0OO03s0000
0020220 020230120310 00000000
oooooooooooom
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cC. Amounts due from customers for construction contracts

The portion of amounts due from customers for construction contracts
due within twelve months from a particular balance sheet date are
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The following table shows the breakdown of our consolidated trade 000 OO0 O0O0O0O0O0OOOOOCOOOOOO

and other receivables as of the dates indicated: oooooo
As at 31 December
0120 310
2023 2022
20230 20220
RMB’000 RMB’'000
ooooo ooooo
Trade receivables: oooogo
— Third parties oooo 194,924 202,799
— Related parties oooo 228,236 551,514
— Local government ooooao 3,233,175 2,200,998
— Loss allowance ooooao (108,337) (81,712)
Trade receivables — net ooooooao 3,547,998 2,873,599
Other receivables: oooooo
— Third parties oooo 97,942 99,155
— Related parties oooano 713,921 584,390
— Local government ooooao 28,185 70,666
— Loss allowance ooooao (33,334) (23,671)
Other receivables — net opoDoooooo 806,714 730,540
Prepayments: gopoo
— Others ooo 82,587 72,204
— Impairment loss ooooao - (4)
Prepayments — net oooooao 82,587 72,200
Trade and other receivables — net O0000OO0OD0OO0OOoOOoOoOoo 4,437,299 3,676,339
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Our net trade and other receivables increased by RMB761.0 00000000 COOOOOOOO?20220 120
million, or 20.7%, to RMB4,437.3 million as of 31 December 2023 3100000367630 000000 O761.00
from RMB3,676.3 million as of 31 December 2022, reflecting in 0 020.7%0 20230120310 0 O O O 4,437.3
(i) an increase in trade receivables due from local government oooooooDoOoo@GoooooOooOOoO
by RMB1,032.2 million, or 46.9%, to RMB3,233.2 million as of 31 0 0202201203100 002201000000
December 2023 from RMB2,201.0 million as of 31 December 2022; 0 01,032.20 0 O O 46.9%0 20230 120 310
(ii) a decrease in amounts due from related parties by RMB323.3 0003233200 00()ccoooooOoOoaO
million, or 58.6%, to RMB228.2 million as of 31 December 2023 from 020220 120310 0 0 0O O55150000
RMB551.5 million as of 31 December 2022; (iii) an increase in other 0 0323.30 00 0O58.6%0 20230 120 310
amounts due from related parties by RMB129.5 million, or 22.2%, to OQ022820000@(H)ooo0O0OoooOO0O0OO
RMB713.9 million as of 31 December 2023 from RMB584.4 million 20220120310 0 0 0 058440 00O 0O 0O O
as of 31 December 2022; and (iv) an increase in total prepayment of [0 129.50 0O O 0O 22.2%[] 20230 120 310 0O O
approximately RMB10.4 million in 2023. 071390 0000 (@(v)20230 0000000
00001040000

Oo0Oo0ooooogoao

Oo0ooogooaao

The ageing analysis of trade receivables of our Group is shown as oo0ooooooooooon

follows:
As at 31 December
0120 310

2023 2022
20230 20220
RMB’000 RMB’000
ooooo ooooo
— Within one year 010400 1,341,523 1,771,954
— Over one year and within two years 010 20 1,471,773 1,041,909
— Over two years oogz2o 843,039 141,448
3,656,335 2,955,311

(a) Ageing analysis of gross trade receivables at the respective  (a) oooooOoooOoooooocoooao
balance sheet dates, based on sales invoices, is as follows: ooo0D0oooo0o000oo0o

As at 31 December

0120 310
2023 2022
20230 20220
RMB’000 RMB’'000
ooooo ooooo
— Within one year 01000 1,341,523 1,771,954
— Over one year and within two years 010 20 1,471,773 1,041,909
— Over two years ob0o20 843,039 141,448
3,656,335 2,955,311
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The Group does not hold any collateral as security. oooooooDOoOooooOoOoooo

The following table sets out our receivable turnover days for the oodoooooDoDooOoOoOoOooooooodg
periods indicated:

As at 31 December

0120310
2023 2022
20230 20220
Days Days
o o
Trade receivable turnover days @ oooUooooogw 648.4 404.9
Trade and other receivable turnover days @ OooDoooDoooo 819.2 579.5
oooo®e
Notes: ooo
1) Calculated as the average net trade receivables for the relevant period (1) ooooOoooooDoDOoUoUooooooUooo
divided by the revenue for the relevant period and multiplied by 365 0003650 0000 020220 020230 120 31
days. The arithmetic mean of the opening and closing balances of trade o0o0o0D0o00oooO0oD0o0oDUooooDOoDoOoOoOo
receivables is used for the years ended 31 December 2022 and 2023. ooog
(2) Calculated as the average net trade and other receivables for the (2) 0ooooooooooooooooooooog
relevant period divided by the revenue for the relevant period and O0O0CO000D0O0ODO036500 0000202200
multiplied by 365 days. The arithmetic mean of the opening and closing 202301203100 000000000000
balances of trade and other receivables is used for the years ended 31 O0000oooooooDoDoooo

December 2022 and 2023.
Our trade receivables turnover days increased by 243.5 days in 2023 0000000000 D20230 020220 00

as compared with 2022, mainly due to the delays in government 2435000000 0000000000 0O0OOO0O
payment during the Reporting Period.
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e. Trade and other payables/Contract liabilities

Trade and other payables

Our trade and other payables primarily consist of trade payables,
other payables, staff salaries and welfare payables, advance from
customers, payables on acquisition of property, plant and equipment,
payables on acquisition of land use rights from related parties, interest

payables, and accrued taxes other than income tax.

ooooOoOO0o0oOoooDbODbDOOoOoooDbDoo
gooooooooOOO0OO0ODOO0OO0O0O0O00O0
gooooOoOOOCOoOoOooOoOoOooOoOOOao
gooobOobOboOOooOoocOobOoobOOoao
oo

O o0oooog
O oooag

The following table shows the breakdown of our trade and other 0o0oo0oDoDoO0ooDoDoDoOooDooooOooOOoan
payables as of the dates indicated: oooo
As at 31 December
0 120 310
2023 2022
20230 20220
RMB’000 RMB’000
oooood ooooo
Trade payables oooaod 454,721 295,842
Other payables ooooo 464,099 172,989
Note payables ocooo - 20,063
Consideration unpaid for acquisition oo0ooooooooo
of subsidiaries - 16,464
Staff salaries and welfare payables oooooooao 60,919 42,704
Payables on acquisition of property, oo0ooooooaon
plant and equipment oooooano 225,308 175,322
Payables on acquisition of land use 00o0oo0ooooDoooo
rights from related parties ooao 31,000 31,000
Interest payables ocooo - 25,442
Accrued taxes other than income tax oooooooooao 24,034 26,584
Advance received from disposal of equity ooooooooooao
interests in subsidiaries 120,000 -
1,380,081 806,410
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Contract liabilities

gbd obdaoodgobad

As at 31 December

0120 310
2023 2022
20230 20220
RMB’000 RMB’000
ooooo ooooo
Contract liabilities oooo
— related parties oooo 3,184 3,184
— third parties oooo 3,979 3,655
7,163 6,839

Our trade and other payables increased by RMB573.7 million,
or 71.1%, to RMB1,380.1 million as of 31 December 2023 from
RMB806.4 million as of 31 December 2022, which was mainly due to
the increase in payables to third parties, other payables to third parties
and the increase in advance received from disposal of equity interests
in subsidiaries in 2023.

On each balance sheet date, the ageing analysis of the total trade
payables based on sales invoices is as follows:

0000000000000020220 120 310
oo0oo0ose40 00 0O0D0OODOS73.70000D0
71.1%0 20230 120 310 0 0 0 O01,380.10 000
oooobz230 0000000000000
o0oooooDODoOOoOOO0oOO0oO0ooooooo

obooooocoobobbOooOoocbOobOoooaon
ooooooood

As at 31 December

0120 310
2023 2022
20230 20220
RMB’000 RMB’000
ooooo ooooo
— Within one year o1000 197,904 192,094
— Over one year and within two years 01020 165,679 4,651
— Over two years oboo20o 91,138 99,097
454,721 295,842

As at 31 December 2022 and 2023, except for other payables arising
from financing nature, all trade and other payables of the Group were
not required to pay interests, and their fair values approximated their
carrying amounts due to their short maturities.

020220 020230 120310000000000
oooooooOooO0oOoocoOoOOoOooOoOoOoOoooaon
oooooooOoOOoCcOOoOooOOoooOooOooOOOn
oooooocooboOooocoocoOobooOoan
oono
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4, Indebtedness

a. Borrowings

All of our borrowings are denominated in RMB, HKD or USD and
some are secured by our property, plant and equipment and some are
secured by corporate guarantee issued by the Company. The following

CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

table shows our borrowings as of the dates indicated:

ooao

gbd obdaoodgobad

oooooooooooooOooooo
oooOoooooOOoOOooooOoboOoooao

uobooooocoobOooooocOoooOooOooao

O
oooo
O
O

ooao

O

As at 31 December

0120 310
2023 2022
20230 20220
RMB’000 RMB’000
ooooo ooooo
Non-current portion opoogo
Unsecured long-term borrowings copoooooao 169,200 989,400
Secured long-term borrowings ocoooooo 1,836,285 1,533,293
Total non-current borrowings coooooao 2,005,485 2,522,693
Current portion ocooo
Unsecured short-term borrowings ocooooooao 875,770 2,687,428
Secured short-term borrowings ooooooao 2,390,883 658,966
Total current borrowings oooooo 3,266,653 3,346,394
Total borrowings oooo 5,272,138 5,869,087
W &p B ® 2023 ES
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The weighted average effective interest rates at each balance sheet
date are as follows:

Weighted average effective interest rates oooooooano

ooooooooOoOOoCOcCcOoOooooooao

As at 31 December

0120 310
2023 2022
20230 20220
5.17% 4.05%

As of 31 December 2022 and 2023, our total borrowings amounted to
RMB5,869.1 million and RMB5,272.1 million respectively, mainly due
to the decrease in total borrowings for the year of RMB597.0 million
as a result of the reduction in the number of construction projects
undertaken by the Company during the Reporting Period, lower capital
requirements for construction and the Company’s timely repayment
of borrowings. Among our indebtedness, borrowings amounting to
RMB20.0 million and RMB2,196.1 million as of 31 December 2022 and
2023 respectively, were secured by our sewage treatment revenue.

As of 31 December 2023, we did not have any breaches of covenants
in the loan agreements that could materially affect our business
operations and no bank has withdrawn any banking facilities previously
extended to us or demanded early repayment of borrowings. As we
have the ability to obtain borrowings from other banks, we believe
that we are not subject to any potential risk of withdrawal of banking
facilities or early repayment of outstanding loans. As of 31 December
2023, we had not received any requests for early repayment of the
principal or interests under any of our loan agreements.

020220 020230 120310000000000
O0O000s5,869.100 0000 05,272.10 0O
obooooooODDOoOoOoOoooooooooan
ooDooOooOO0oooOO0oDOoO0oOOoDbOoDoOoD
opoDOoO0DOO0OsSro0o0D00O0CO0DOO0OOOOO
20220 020230 1203100000 O 0O20.00 O
00000219100 000000000000

OoOooo0oooogo
OO O0ooooao

20230 1203100000000 D00O000O0O
ooooOoO0o0oooooOobOooooooobo
obOoooobooooOoobOocoboooa
gooobOoooODooooooboooaon
goooOoooODooDOooOOoooOobDOoboOoan
O00oO0oO0Oo0OO0OD0ODOD0OD?20230 1203100
goooooOOooOoOooOOooooDbOooOooo
oooo
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b. Commitments b. oo
(a) Capital commitments (a) 00000

Capital expenditures contracted for at each balance sheet date, but not 0o0oo0DoDoOo0oDooDoooDooooDOo0Oon

yet incurred are as follows: ooooo
As at 31 December
0120 310
2023 2022
20230 20220
RMB’000 RMB’000
ooooo ooooo
Property, plant and equipment ooooooooaon 13,648 499,550
(b) Concession projects and construction projects contracted at  (b) ooooooooooooooooon

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

As at 31 December

0120 310
2023 2022
20230 20220
RMB’000 RMB’000
ooooo ooooo
Concession projects and construction projects Oooooooooao 727,479 1,760,522

c. Capital expenditure c. oOoono
Our capital expenditure mainly comprises purchases of land use rights, 0oo0oDo0oo0OooDOoDOoOoOoOOoOOoDOoODOOaOn
property, plant and equipment and intangible assets. Our capital 0000 OO 00O 0O 00000 020220 0O 2023
expenditure was RMB369.3 million and RMB112.7 million for the years 0120310 00000000000 O0OO0OOOaO
ended 31 December 2022 and 2023, respectively. We expect to fund 036930 00000011270 00000000
our contractual commitments and capital expenditures principally 0OoDo0oDooOo0ooDOoDOooOOooOOoOoOonaoan
through net cash generated from our operating activities and proceeds 0Oo0o0oooooDoDoooOoOo0Ooooooo
from borrowings.
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Our capital expenditure for each of our segments as at the dates
indicated below is as follows:

gbd obdaoodgobad

oooooooOooOoOO0OCcOoOoOooooooao

As at 31 December

0120 310
2023 2022
20230 20220
RMB’000 RMB’000
ooooo ooooo
Wastewater treatment opooao 77,493 231,252
Water supply ooad 31,555 18,034
Others oad 3,687 120,049
Total oad 112,735 369,335

Based on our current business plan, we expect to incur capital
expenditure amounting to RMB72.8 million for the year ending 31
December 2024. Our anticipated capital expenditure is subject to
change from time to time based on the reassessment of our business
plan, prevailing market conditions, regulatory environment and outlook
of our future operational results.

58 Off-balance sheet arrangements

Save as disclosed in this report, as of 31 December 2023, we did
not have any outstanding off-balance sheet guarantees, commodity
forward contracts or other off-balance sheet arrangements. We do not
engage in trading activities involving non-exchange traded contracts.
The Group’s policy is not to participate in and invest in any financial
products that are speculative and/or have significant risks. In the
course of our normal business, we do not enter into transactions
involving, or otherwise form relationships with, unconsolidated
entities or financial partnerships that are established for the purpose
of facilitating off-balance sheet arrangements or other contractually
narrow or limited purposes.

ooooO0ooO0oooO0oooOoooo0oO0Dao
20240120310 00000000000072.8

aw &p B ® 2028=£-5

55



56

CHAPTER SIX MANAGEMENT DISCUSSION AND ANALYSIS

od obooogobd

6. Initial public offering and use of proceeds from initial
public offering

The H Shares were listed on the Stock Exchange on 6 April 2017
and the Company issued 339,430,000 H Shares of par value of
RMB1.00 per share with the Offer Price of HK$3.91 per H Share.
The total issuance size (before deducting the expenses) amounted to
approximately HK$1,327,171,300. Following the Listing of H Shares, a
total of 593,000 H Shares were over-allocated. After deducting (i) the
net proceeds from the sale of sale Shares by the selling Shareholders
in the Global Offering; and (ii) the underwriting commissions and other
expenses relating to the Global Offering, the Company received net
cash proceeds of RMB1,072.3 million from the Global Offering.

In order to enhance the efficiency of use of proceeds and reduce
finance costs, and in light of the needs of the Company’s business
development, the Board meetings held on 5 July 2022 and 1 March
2023 changed the use of net proceeds from the Global Offering (for
details, please refer to the Company’s announcements dated 5 July
2022 and 1 March 2023, respectively). Based on the changed use and
using plan, the net proceeds from the Global Offering have been fully
utilised on or before 30 June 2023 in accordance with the changed use
(accounting for 100% of net proceeds from the Initial Public Offering).
The use of proceeds is as follows:

6. goobooboboooboooboo
|

HOO20170406000000000000HO
391000000000 D0339,430,0000 000
ooo0o0ilo000HOOOODOOIMDOOOOOOO
01,327,171,3000 OOHO O O OODO O 593,0000
HOOODODOOOOOO@GMGOOOOODOOOOO
Oo0ooooOoOoOoooooodg)yoooooao
ooDooOooo0oooOOoDoDoOOooOOoDbDOoDoOOoan
oo0o0oooooDoOOoO0O0o11,07230000

ooooooobOoooOoOoooooooonan
OoDO0oO0OO0O0O0O0DbDO0O0O0002022070500
202303010 00000000000 DOOOO
coooOoooooOOOocoOoOOOoOOooboooOaon
0000202207050 020230301000003
oooooocoobOOobDOOooocbOobOooOoao
oooOO0OO0oo0D0O0002z023060300 000
0000000 DbOO0OO000OO00D0O0O00aon0i00%0
oo0oooooooooo
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Actual use of  Actual use of
net proceeds  net proceeds
from the from the
Initial Public  Initial Public
Unused net Offering Offering for
Percentage Planned proceeds for the the period
of total net use of net from the period from from the Unused net
proceeds proceeds Initial Public 1 January Listing proceeds
from the from the Offering as 2023t0 31 Date to 31 from the
Initial Public Initial Public ~ at 1 January December December Initial Public
Offering Offering 2023 2023 2023 Offering
020230 good
10100 gog
020230 020230 20230
| 1010 120310 120310 ogoa
goag gooad gooad goag goooo goooad
gooa o000 O0DOOODOO gooad gooa gooad
gooag gooag goooob OO0oood good gog
Use after change ooooooo gog og oo 0O0OCOOO0O O0O0O0ODD og
RMB million RMB million RMB million RMB million RMB million
gogooono ooooog o pooooo oooogono o oooooo
Investments in BOT/BOO wastewater BoT/BOOC D OODOO 34% 361.72 - - 361.72 -
treatment and running water supply gooooooooo
projects
To acquire TOT/TOO wastewater treatment 0 0 TOT/TOO0 00000 21% 289.70 - - 289.70 -
plants and running water supply projects ooooooo
Repayment of bank borrowings gooooo 25% 21174 1327 1327 21174 -
To supplement working capital and goooooao % 156.14 4.12 412 156.14 -
for general corporate purposes ooooooo
Total
W &p B ® 2023 ES
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The net proceeds from the Initial Public Offering were used according
to the intentions previously disclosed in the Prospectus and the
Company’s announcement dated 5 July 2022 and 1 March 2023,
respectively. Save as disclosed above, as of 31 December 2023, there
was no material change in the use of net proceeds of the Company.

7. Exchange rate risk and management

The Group still retains some foreign currency funds and foreign
currency borrowings, and foreign currency funds mainly include Hong
Kong dollars and US dollars, with principals of HKD740,330,000
and USD11,613,000 respectively. Exchange rate fluctuations have
a certain impact on the retention of foreign currency funds and the
return of principal and interest on borrowings. For part of the foreign
currency borrowings, we enter into an agreement with a domestic
financial institution which converts the foreign currency borrowings
into Renminbi borrowings to lend to the Group. The Group repays
the corresponding foreign currency interest in Renminbi upon each
payment of principal and interest.

8. Employees and remuneration policies
Relationship with Employees

Please refer to “Report of the Board of Directors — A. Business Review
— 7. Relationship with Employees” for the employees and remuneration
policies in the report.

9. Contingent liabilities

As of 31 December 2023, the Group did not have any significant
contingent liabilities.

10. Material charges on assets

As at 31 December 2023, the Group’s secured bank and other
borrowings are secured by:

(i) certain rights and income of wastewater treatment, water
supply and other concession rights (comprising operating
concessions and receivables under service concession
arrangements) which are under the management of the Group
pursuant to the relevant service concession agreements signed
with the grantors; and

(i) certain equipment of the Group’s wastewater treatment
facilities.

uooocobOoooobOoOoooboocobOOooao
0000000000 D020220 7050 020230
i ooooooobooooooooooaoan
00000 0z2023012031000 0000000
oooooooooOoOOoOoOoOooD

a

goooooao

oboooOoocoooOoobooooooonoan
oo0o00o0O0000o0000aov40,330,0000 O
11,613,0000 00000 O0COCOOOOOOO
ooooO0oooOoO0OO0OO0OO0OO0OOO0OOoocOO0OO0Oo
oboobooocoocbOobOoooOoooOoooa
oboobooocoobOobOoooooboooan
obooobOooocoboOooOoooooooooon

O0Oo0ooOoood
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11. Major investment and acquisition

On 29 September 2021, the Company (as the asset entrustor) entered
into an asset management agreement (the “Mutual Trust No. 5
Asset Management Agreement”) with Bosera Capital Management
Co., Ltd. (as the asset manager) and Kunming Branch of China
Merchants Bank Company Limited* (0 0 0 0 000 QO0O0OQOOOO
0) (“China Merchants Bank”) (as the asset entrustee) in relation to
the investment and management of the entrusted assets. Pursuant to
the agreement, the Company agreed to entrust an amount of RMB300
million as the entrusted assets for investment in the credits of accounts
receivable held by Kunming Agricultural Development Investment Co.,
Ltd. (“KADI") for a term of 3 months. The Company invested RMB300
million in such asset management plan. On 31 December 2021, the
parties to the agreement entered into a supplemental agreement in
relation to the extension of the term of the Mutual Trust No. 5 Asset
Management Agreement, extending the term of the Mutual Trust
No. 5 Asset Management Agreement and the asset management
plan thereunder to 10 April 2022. For details, please refer to the
announcements of the Company dated 29 September 2021 and 31
December 2021.

The Mutual Trust No. 5 Asset Management Agreement has expired on
10 April 2022. As at the maturity date, the asset manager allocated
the assets under the asset management plan to the Company in their
current status as at the maturity date in accordance with the terms of
the Mutual Trust No. 5 Asset Management Agreement. For details,
please refer to the announcement of the Company dated 11 April 2022.

As at the end of the Reporting Period, such asset management plan
accounted for approximately 1.5% of the total assets of the Company.
As at the date of this report, KADI has yet to fully repurchase such
creditor’s rights of the trade receivables.

During the Reporting Period, the Group did not have any new major
investments and acquisitions(including material acquisitions of
subsidiaries, associates and joint ventures). During the Reporting
Period, the Company did not enter into any new major investment and
acquisition agreements, and the projects under the original investment
and acquisition agreements are actively progressing.

gbd obdaoodgobad
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The Company’s investments mainly focus on its main business and
relevant environmental protection industries in the upstream and
downstream. Prior to project investment, the Company will conduct
feasibility study and analysis of the relevant project to confirm that
the project is feasible and meets the rate of return required by the
Company before implementation. On the basis of prioritising the
investments in the main business and related industries, and in
accordance with the progress of project implementation, the Company
will manage idle funds, if any, to improve the efficiency of capital
utilisation on the premise of keeping the risks under control. The
management and use of idle funds of the Company are currently
mainly aimed at ensuring the safety of funds and achieving reasonable
returns. The Company will not invest in non-principal guaranteed
investment products such as financial assets held for trading.

Save as disclosed above, the Group had no plans of major investments
or capital and asset acquisition as of 31 December 2023.

12. Disposal of subsidiaries, associates and joint ventures

On 15 September 2023, the Company (as transferor), the People’s
Government of Malong District, Qujing City, Yunnan Province (as
Transferee 1), Qujing Zefeng Water Co., Ltd* (0D 0D 0 0 0 0 OO0
[0) (as Transferee Il) (Transferee | and Transferee Il are collectively
referred to as the “Transferees”) and Qujing Dianchi Water (as
the Target Company), entered into an equity transfer agreement,
pursuant to which, the Company has conditionally agreed to sell and
the Transferees have conditionally agreed to purchase 100% equity
interest in Qujing Dianchi Water for a consideration comprising the
equity transfer price, the borrowings provided by the Company to
Quijing Dianchi Water, the dividends payable by Qujing Dianchi Water
to the Company and 50% of the profit or loss for the transitional
period to be determined based on the audit for the transitional period,
of which the profit or loss for the transitional period shall be subject
to final audit. It is estimated that the consideration will not exceed
RMB151,154,000. Qujing Dianchi Water is principally engaged in
wastewater treatment and running water supply businesses. Upon
completion of the disposal, Qujing Dianchi Water ceased to be a
subsidiary of the Company, the Group ceased to have any equity
interest in Qujing Dianchi Water and its financial results ceased to be
consolidated in the accounts of the Group. For details, please refer to
the announcement of the Company dated 15 September 2023.
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As of the end of the Reporting Period, the relevant procedures of
equity transfer have been completed.

On 20 December 2023, the Company (as the transferor), Hunan
Zhihong Paper Industry Co., Ltd* (D O 0O 00 0O O O O 0O) (as the
Transferee) and Hongyu Thermal Power (as the Target Company)
entered into an equity transfer agreement, pursuant to which the
Company has conditionally agreed to sell and the Transferee has
conditionally agreed to purchase 100% equity interest in Hongyu
Thermal Power, at a consideration comprising the equity transfer
price of RMB43.579 million and the principal amount of the loan of
RMB5.02 million provided by the Company to Hongyu Thermal Power
together with interest thereon, of which the interest on the loan shall
be determined based on the amount calculated up to the date of
actual repayment, and it is estimated that the total consideration will
not exceed RMB48.756 million. Hongyu Thermal Power is principally
engaged in power supply, heat generation and sales. Upon completion
of the disposal, Hongyu Thermal Power ceased to be a subsidiary
of the Company, the Group ceased to have any equity interest
in Hongyu Thermal Power and its financial results ceased to be
consolidated in the accounts of the Group. For details, please refer to
the announcements of the Company dated 20 December 2023 and 27
December 2023, respectively.

As of the end of the Reporting Period, the relevant procedures of
equity transfer were in progress.
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On 29 December 2023, (i) the Company (as the Transferor), Sichuan
Development Guorun Water Investment Co., Ltd.* (0 O O 0O O 0O O
000000 0) (as the Transferee) and Zhaotong Dianchi Water
(as the Target Company I) entered into the Equity Transfer Agreement
I; (ii) the Company (as the Transferor), Sichuan Development Guorun
Water Investment Co., Ltd* (0D 00 00 D0D0OOOO0OO0O0OO)(as
the Transferee) and Yiliang Dianchi Water (as the Target Company II)
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13. Loans to Certain Entities

On 9 June 2022, the Company entered into an entrusted loan contract
with Kunming Construction and Kunming Panlong District Rural
Credit Cooperative* (0 0 OO0 OO O OOOOODOO)("Panlong
District Rural Credit Cooperative”), pursuant to which the Company
entrusted Panlong District Rural Credit Cooperative to provide a loan
of RMB310 million to Kunming Construction with an annual interest
rate of 8.5% which became due on 8 June 2023. Kunming Dianchi
Investment provided a full and joint liability guarantee for the entrusted
loan transaction under the entrusted loan contract. On 9 June 2023,
the parties entered into an extension agreement for the entrusted loan
contract dated 9 June 2022 to extend the term of RMB180 million of
the principal amount thereunder to 8 June 2024. For details, please
refer to the announcements of the Company dated 9 June 2022, 9
June 2023 and 12 June 2023.

On 24 October 2022, the Company entered into the entrusted loan
contract with Kunming DIG and Kunming Chenggong District Rural
Credit Cooperative* (D O OO DO O0OOOODODODOOO)(*Chenggong
District Rural Credit Cooperative”), pursuant to which the Company
entrusted Chenggong District Rural Credit Cooperative to provide
a loan of RMB200 million to Kunming DIG with an annual interest
rate of 8.5%, which became due on 24 September 2023. On 22
September 2023, the parties entered into an extension agreement for
the entrusted loan contract dated 24 October 2022 to extend the term
of the entrusted loan transaction thereunder to 24 August 2024. For
details, please refer to the announcements of the Company dated 24
October 2022, 22 September 2023, 13 November 2023 and the circular
of the Company dated 26 October 2023, respectively.

On 16 June 2023, the Company entered into the entrusted loan
contract with Anju Group and Jinma Branch of Kunming Guandu Rural
Cooperative Bank* (0 O 0 O 0 OO0 O0OOO0OD0OO)®Jnma
Branch of Guandu Rural Cooperative Bank”), pursuant to which the
Company entrusted Jinma Branch of Guandu Rural Cooperative Bank
to provide a RMB80 million loan to Anju Group with an annual interest
rate of 8.5% and a term commencing on 16 June 2023 and ending on
16 June 2024. For details, please refer to the announcement of the
Company dated 16 June 2023.
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According to the knowledge of the Company, Kunming Construction,
Kunming DIG and Anju Group are all controlled or held by Kunming
SASAC, and Kunming DIG holds approximately 15.58% of the shares
of Kunming Construction. Saved as disclosed above, Kunming
Construction, Kunming DIG and Anju Group are not related to each
other, and neither are they the connected persons as defined in the
Listing Rules.

On the basis of prioritising the investments in the main business and
related industries, and in accordance with the progress of project
implementation, the Company will manage idle funds, if any, to
improve the efficiency of capital utilisation and increase revenue
on the premise of keeping the risks under control. When selecting
counterparties, we will conduct necessary due diligence on them,
including the assessment of their financial position, cash flow situation,
ultimate beneficial owners and legal risks, etc., and consider the risk
of capital recovery based on the counterparties’ operating conditions
and past cooperation. In terms of the method of granting loans, we
will grant funds through bank entrusted loans to incorporate the
repayment of principal and interest by counterparties into the bank
credit supervision system, promote counterparties to perform their
obligations of repayment of principal and interest pursuant to contracts,
and reduce the risk of the Company. When granting loans, we will
determine the interest rate of loans to be granted with reference to the
then applicable loan prime rate for RMB loans of the same period and
our own financing costs, so as to protect the Company’s reasonable
returns. In terms of the approval of granting loans, the Company has
formulated policies such as the “Three Important and One Large
Matters (O O O O )", which together with the Articles of Association
stipulate clear division of the relevant approval authority for granting
funds. During the Reporting Period, the approval procedures for
granting loans have been effectively implemented as required. In the
future, the Company will continue to pay attention to the operation
of the counterparties by continuously obtaining the periodic financial
information of the counterparties and enquiring the market information.
If there are significant changes in the financial position and operation
of the counterparties, the management of the Company and the Board
will follow up and take corresponding measures in a timely manner
to ensure the safety of the Company’s capital. After comprehensive
assessment, there were no indications of significant impairment for the
abovementioned entrusted loans as of 31 December 2023.
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14. Pledge of Shares by the Controlling Shareholder

On 24 October 2022, Kunming Dianchi Investment, the Controlling
Shareholder, entered into an agreement with Agricultural Bank of
China Limited Kunming Dianchi National Tourism Resort Sub-branch
(the “Lender”), to pledge up to 198,080,068 Domestic Shares in the
issued Shares of the Company, representing 30% of its shareholding
of the Company (the “Pledged Shares”), in favour of the Lender as
security for a loan facility in an aggregate amount of RMB200,000,000
granted to the Company (the “Loan Facility”). The Pledged Shares
represent approximately 19.25% of the total issued Shares of the
Company, and are expected to be discharged and released upon
repayment of the Loan Facility in full. For details, please refer to the
announcement of the Company dated 23 October 2022. As of the end
of the Reporting Period, the Loan Facility was not yet due.

15. Facility agreement subject to due performance of specific
conditions by the Controlling Shareholder

On 25 March 2022, Dianchi International Holdings Limited (the
“Borrower”), a direct wholly-owned subsidiary of the Company, as
borrower and the Company as guarantor signed a facility agreement
(“Facility Agreement”) with various banks (the “Banks”). Pursuant to
the Facility Agreement, the Banks will provide the banking facilities of
up to USD300 million or equivalent foreign currency (the “Facility”)
to the Borrower. The final repayment date of the Facility shall be the
date falling 36 months after the first withdrawal date. As at the date
of entering into the Facility Agreement, Kunming SASAC holds 90%
of the share capital of Kunming Dianchi Investment, and Kunming
Dianchi Investment holds approximately 64.16% of the issued share
capital of the Company. Pursuant to the Facility Agreement, if Kunming
SASAC no longer directly or indirectly owns more than 51% of the
share capital of the Company, it would be deemed as a change of
control, and the Banks would be entitled to cancel its loan facilities
pursuant to the Facility Agreement and to declare that all amounts
outstanding under the Facility (including interests accrued) and all
other amounts shall immediately become due and payable (unless
waived by the majority of the Banks). For details, please refer to the
Company’s announcement dated 25 March 2022. During the Reporting
Period, the Company entered into a pledge of receivables contract
with Bank of Communications (Hong Kong) Limited (as the guarantee
agent), pursuant to which the Company pledged the trade receivables
of RMB800 million held by it to Bank of Communications (Hong Kong)
Limited to provide guarantee for the loans under the loan agreement
signed by the Group on 25 March 2022.

As of the Latest Practicable Date, Kunming SASAC directly or
indirectly owned more than 51% of the share capital of the Company
and no change of control as described in the Facility Agreement has
occurred.
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A. EXECUTIVE DIRECTORS A. gooao

As of the end of the Reporting Period, the profiles of Directors, 000o0o0o0oDoDoDoooOooDoooooooaon
Supervisors and Senior Management of the Company are as follow: ocopoooooo

Mr. Zeng Feng (O O ), aged 59, joined our Group in August 2021. O000DO50002021080 d oo0o0Od
Mr. Zeng was appointed as an executive Director and the Chairperson 2021090 160 0 0 000000000 ODOO
on 16 September 2021 and is responsible for strategic decision 0oo0oDooOoooDDOooDOooDOoooOoDaOg
making of our Company’s operations. Mr. Zeng is the chairperson 0oo0DoDo0ooO0o0DOoDOoOoDOooODOooOoDoDOoDoOg
of the Strategy and Investment Decision Committee, and a member [0 00O
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B. NON-EXECUTIVE DIRECTORS

Mr. Xu Jingdong (O O O ), aged 56, joined our Group in June 2023
and was appointed as a non-executive Director of our Company on
29 June 2023. He participates in the development of our business
strategies. He is currently a director and deputy general manager of
Kunming Dianchi Investment.

Mr. Xu worked at Kunming Price Bureau* (O O OO O O) from
December 1990 to March 1993; worked at Kunming Television Station*
(O O0O0OOd)from March 1993 to March 2009 as deputy director
of the community channel and deputy director of the broadcasting
guidance office; worked at Kunming Radio and Television Network
Co,Ltd* (00 00O0D0OOOODOODOAO)fromMarch 2009 to
November 2013 as project team leader and project director; worked at
Kunming Herui Investment Co., Ltd* (DU 000 00O OO O O) from
November 2013 to July 2019 as deputy general manager and general
manager; has worked at Kunming Dianchi Investment Co. Ltd.* (O
O00O00D00O0000D0A0O0)since July 2019, currently serving as a
director and deputy general manager; and has been a director and
the general manager of Kunming Luobo River Reservoir Construction
Management Co., Ltd* (0 0 0 00 O0O0OQ0OOOOCOOOOO)
since February 2024.

Mr. Xu graduated from Yunnan Arts University (O O O O O O ) in July
1989 majoring in drama writing and directing.
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Mr. Zhou Jianbo (O O O ), aged 37, joined our Group in April 2023
and was appointed as a non-executive director of our Company on
6 April 2023. He participates in the development of our business
strategies. Mr. Zhou has over 10 years of experience in the finance
field. He currently works at Yunnan Investment Holding Group Co.,
Ltd. (U OO 000 O0O0DOOQ0O0D0 O)andis responsible for risk
management and control and financial management, and he serves
as a director of Yunnan Medical Investment and Management Group
Co,Ltd. (0DODODOODODOOOOODODODODO)and Yunnan Yunjing
Forestry & Pulp Co., Ltd* (0 D 0 OO0 OO0 O0OOOO).

Mr. Zhou worked at Yunnan Tiancheng Accounting Firm Co., Ltd.* (O
O00O0O0oOoooOOoOD0Oodao)fromJuly 2010 to September 2011
and was responsible for audit work; served as the project manager of
BDO China Shu Lun Pan Certified Public Accountants LLP, Yunnan*
(00000000 @Oooooo)yooaoao)fromSeptember
2011 to June 2014; worked at Yunnan Petrochemical Gas Co. Ltd.*
(DODDODODOOOOOOd)fromJune 2014 to March 2017 and was
responsible for financial management; and has worked at Yunnan
Investment Holding Group Co., Ltd* (D 0D 00O OOOOOOOO)
since March 2017 and is responsible for risk management and control
and financial management. Mr. Zhou has also served as a director of
Yunnan Medical Investment and Management Group Co., Ltd.* (O O
000000000 D00OD0O)andYunnan Yunjing Forestry & Pulp
Co., Ltd* (0000 0O0OOOOOOO) since November 2022 and
February 2023, respectively.

Mr. Zhou graduated from Yunnan University of Finance and Economics
(00 00O0O)in Jduly 2010 majoring in accounting (certified public
accountant). Mr. Zhou is also a certified public accountant and senior
accountant in the PRC.
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Mr. Zhang Yang (O O ), aged 38, joined the Group in December 2022
and was appointed as a non-executive Director on 7 December 2022.
Mr. Zhang participates in the development of our business strategies.
He currently serves as an assistant to the general manager of Kunming
Industrial Development and Investment Co., Ltd* (0D 00 00 00O O
oooooao).

Mr. Zhang worked at the Global Energy Internet Research Institute*
(0D O0OO0O0D0OD0OOO0OO) (subsequently renamed as Global Energy
Internet Research Institute Co., Ltd* (D 0000000 O0O0O0OOO
0)) from May 2016 to August 2019; worked at Beijing Zhongguancun
Yangingyuan Investment Development Co., Ltd.* (0 O O 0O O O
0O0O000D0Q0O0O0OQ0O0 O»)fromAugust 2019 to October 2020 as
an assistant to the general manager; and has worked at Kunming
Industrial Development and Investment Co., Ltd* (0 0 0 0 0 0O O O
0 0000 D0) as an assistant to the general manager since October
2020.

He graduated from Kunming Polytechnic University (0 O O O O O)
in July 2010 majoring in mechanical engineering and automation and
obtained a bachelor’'s degree, and graduated from the University of
Western Australia (0 0 0 O 0 O O O O O O) in November 2015
majoring in electrical and electronic engineering and obtained a
doctorate degree.
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C. INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Zha Guiliang (O O O ), aged 44, joined the Group in November
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Ms. Zheng Dongyu (O O O ), aged 67, joined our Group in June 2021
and was appointed as an independent non-executive Director on 18
June 2021. Ms. Zheng participates in making significant decisions and
advises on corporate governance, connected transactions, and various
matters concerning Directors and senior management. Ms. Zheng is
currently the chairperson of the Nomination Committee and a member
of the Audit Committee.

Ms. Zheng served as a lecturer at the School of Law of Yunnan
University (O O O 0O) from August 1984 to December 2012. She
currently serves as a two-level teaching supervisor of the schools and
colleges of Yunnan University, a leader of the teaching supervision
team of the School of Law, an independent director of Kunming
Automation Whole Set of Equipment Business Co., Ltd (O O O O O
000000000 O»d)(acompany listed on the National Small
and Medium-sized Enterprise Share Transfer System, stock code
832848), Kunming Yunnei Power Co., Ltd. (a company listed on the
Shenzhen Stock Exchange, stock code: 000903) and Yunnan Jinxun
Resources Co., Ltd. (0 O 00O O OO0 OO OODO) (acompany listed
on the National Small and Medium-sized Enterprise Share Transfer
System, stock code 870844) and an independent director of Yunnan
Gold Mining Group Co., Ltd. (0 O 0 O OO0 OO0 QOOOOO).
Ms. Zheng served as an independent director of Yunnan Nantian
Electronics Information Co., Ltd (D O O OO0 0D OO ODOO0OODO
0 0O) (a company listed on Shenzhen Stock Exchange, stock code
000948), Yunnan Yuntianhua Co., Ltd (0 0 OO0 O DOOOOO0O)(a
company listed on Shanghai Stock Exchange, stock code 600096) and
Huaneng Lancang River Hydropower Inc. (0 O 0 OO0 OO0 0O0OO
0 O 0O) (a company listed on Shanghai Stock Exchange, stock code
600025).

Ms. Zheng graduated from the Southwest University of Political
Science and Law (O O O O O O ) with a bachelor of laws degree in
July 1984 and obtained a master of laws degree from Peking University
(O 00 0)in July 2000.

00000067000 20210600 000000
02021060180 000000000000O0A0

a
O
O

OoOooo0oooooooOodg
Oooooooo0oogoaog

OO0O00o00opoooe48 IO DODOOOO
oooooooOooooooocoobooooan
6000600 0 OO OOOOOOOOOOOOO

a
O
O

gooobOooODooOoocOoooboooaon
oooooOooDOooOOooOOOoOOoDOooOOn
0o0oo0o0o0o0ooooobooooooooo

001984080 020120120 000 0 00O
oooooOoODDOOOOoOO0oO0ooooooDbDon
ooo0oooOOoDoooooooDbDOoDbDOoDn
ocbooooooOoOOoOoOooobooOO0OO00o
0000008328480 0O DODOODODO
DooooOoobOoobOoooboocoboo
ooooo3n D ODOOOOODOODOOODO
goooooooDoDbOOooOoOoooOOoDbOono
87084400 D O ODODOOODOODOO
oo0oooO0oooooOooO0ooOoOoOooOooo
oooooOoooOocoOooobOoOooboooan

OoOoooooOoooogoao

OOooOoOOoOOoOoooooooaoaoaoeooo2s500
oooo

oo0O01984070 0000000000000
ooooooozoeooo7OooOnOOOOOOOAO
ooo

2023 Annual Report Kunming Dianchi Water Treatment Co., Ltd.



CHAPTER SEVEN  PROFILES OF DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT
gob oboobodoboooanob

Mr. Ong King Keung (O O O ), aged 48, joined our Group in November
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Mr. Ong obtained a bachelor degree in accountancy from the Hong
Kong Polytechnic University and a master degree in corporate
finance from the City University of Hong Kong. He is a member of
both the Hong Kong Institute of Certified Public Accountants and the
Association of Chartered Certified Accountants. He has over 15 years
of experience in auditing and accounting industry.

Mr. Ong was an independent director of China Candy Holdings Limited
(“China Candy”) between 29 February 2016 to 14 September 2017
and was named as one of the respondents in the petition filed with
the Court of First Instance of the High Court of Hong Kong by the
SFC in the matter of China Candy, the shares of which were delisted
from GEM of the Stock Exchange in December 2019. The press
release made by the SFC on 20 April 2023 stated that the SFC has
commenced legal proceedings in the Court of First Instance to seek
disqualification orders against seven former members of the board
of directors of China Candy, including Mr. Ong King Keung, under
section 214 of the Securities and Futures Ordinance (Cap. 571 of
the Laws of Hong Kong). For details, please refer to the Company’s
announcements dated 17 May 2022 and 21 April 2023, respectively.
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D. SUPERVISORS

Mr. Na Zhigiang (O O O ), aged 62, is the chairman of our Board of
Supervisors and an employee representative Supervisor, responsible
for leading the daily work of our Board of Supervisors, overseeing
the Directors, managers and other management personnel to ensure
compliance with laws and regulations, the Articles of Association and
the resolutions of Shareholders’ general meetings. Mr. Na joined our
Group in February 1990. On 19 January 2011, he was appointed as the
chairman of our Board of Supervisors and an employee representative
Supervisor. Mr. Na has over 30 years’ working experience in the
wastewater treatment industry.

Mr. Na worked successively as the office manager, assistant to
the plant manager, and the plant manager of Kunming No. 1 Water
Purification Plant from February 1990 to December 2007. From
January 2008 to June 2009, Mr. Na served as the deputy general
manager of Kunming Municipal Wastewater Treatment Co. Ltd., a
wholly-owned subsidiary of the Company. From June 2009 to June
2011, he served as the manager of general affairs department of
Kunming Dianchi Investment.

Mr. Na graduated from the Party School of Yunnan Provincial
Committee of the Chinese Communist Party (0 0 0 0 OO O00O0OO
0 O 0O) in Yunnan Province, the PRC, in December 2004, majoring in
economics and management.

Mr. Yao Jianhua (O O O ), aged 65, joined our Group in November
1995 and has been an employee representative Supervisor since
19 January 2011 in charge of overseeing the Directors, managers
and other management personnel to ensure compliance with laws
and regulations, the Articles of Association and the resolutions of
Shareholders’ general meetings. Mr. Yao has over 28 years’ working
experience in the wastewater treatment industry. From June 2005 to
November 2019, Mr. Yao has been the executive director, the general
manager and the legal representative of Kunming Dianchi Logistics, a
wholly-owned subsidiary of the Company.
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Prior to joining our Group, Mr. Yao served successively as a section
clerk and deputy section chief of Kunming Municipal Facilities
Management Cashier Office (0 O O O O O 0O O O O O O) from
February 1988 to February 1998, and deputy chief of the Management
Cashier Office of Kunming City Drainage Company Limited (O O O O
0000000000 )fromFebruary 1998 to June 1999.

Mr. Yao graduated from Chinese People’s Liberation Army Kunming
Army College (0 0 O OO OO OOOOOO)in Yunnan Province,
the PRC, majoring in political theory in July 1999.

Mr. Shao Wei (O 0O), aged 43, joined our Group on 7 May 2016
and is a Supervisor in charge of overseeing the Directors, managers
and other management personnel to ensure compliance with laws
and regulations, the Articles of Association and the resolutions of
Shareholders’ general meetings. Mr. Shao has over 10 years’ working
experience in the corporate finance management.

Mr. Shao worked as the accounting manager of planning and financing
department of Kunming DIG, responsible for corporate finance and
accounting affairs. He was transferred to Kunming Development New
Energy Industry Investment Operation Co., Ltd. (0 O 0O 0 0O 0O 0O O
00000000 O)in August 2018 and has been serving as the
deputy general manager since October 2018. He has been serving
as the financial controller of Kunming Zhongchuang Sanyou Kun
Development New Energy Technology Co., Ltd. (0 O O O O O O
JO0O0O0o0OQoODoaDoaoao)since March 2018. He has also served
as the executive deputy general manager of Kunming Petrochina
KunlunCNG Co., Ltd. (0 0D DD 0D DO D ODDODOODOODNO)
since March 2019, a director of such company since June 2020, and
ceased to serve at the company in June 2021. He has served the
chairman of the board of supervisors of Kunm